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Can I save money and fees and pay less tax?
Name _____________________________

Section ____________________________

I recently decided to form a small corporation, perhaps and LLC for Liability protection and tax benefits. A friend told me that I could form my corporation in another state and pay fewer fees to start it and pay little or no taxes, including no retail sales tax, no state personal income tax and no incorporation fees. He said he got a book from the Nevada Corporate Headquarters, http://www.nchinc.com that explained everything. Another friend said he registered his corporation in Hawaii for the same reason. He avoided the $800 annual Franchise Tax Board fee from California and other incorporation expenses. Must I have a location in those states to incorporate there? What if I also locate in California? Are my friends giving me good advice? What would you do?
Hopefully, you genuinely plan to do business in Hawaii or in Nevada. If you register there just to avoid paying taxes and fees in California, you’ve made a big mistake.
First, you’ll pay the fees in that state. However, you will also pay fees in California for all business transacted in California as well. In short, you’ll pay more!

All types of Corporations doing business in California must register here, not just companies headquartered here. This means if you are headquartered or registered in another state, you must registered in California and pay the appropriate fees to do business in California. If you do business in other states you must register and pay fees in those states as well. This means all corporate registration fees and all the normal, local and state business licenses and permits.

For instance, The Gap company pays fees in every state because they have store in every state. 

For you this means that you will pay both the other state’s fees and the California fees if you do business in California. You can register your corporation in Nevada or Hawaii and pay there AND you must also register in California (and any other state you do business in other than the home state you headquarters in) as a foreign corporation, do all the paperwork and pay the appropriate fees, plus local and state licenses and permits and taxes. You must also account for retail sales tax for customers in that state.
You are doing business in California if you have any business presence here even if you are headquartered elsewhere: a store, warehouse, employees, offices, storage facility or pretty much any presence. An exception would be if your salespeople are independent agents or brokers.

