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Introduction 
As the U.S. federal -level program dedicated to facilitating and promoting high -impact 
business investment into the United States, SelectUSA is pleased to welcome you to the 
Investor Guide. This is intended to be a first -step resource for companies interest ed in 
making business investments in the United States. 

There are many factors to consider when investing in the United States, and we hope this 
guide will help answer at least a few of your initial questions on some of the most common 
topics we address in our day -to-day work at SelectUSA. To provide guidance on these 
topics, qualified service providers who regularly work with investors have drafted the 
following chapters of this guide. 

Important considerations while reading this guide: 

The size of the United States 

The United States is made up of 50 states, five territories, and the District of Columbia – 
each with their own unique opportunities for investors. While reading this guide, it is 
important to appreciate the diverse array of potential investm ent locations while 
recognizing how that variety may differently impact each state and city. While this may 
seem daunting, it means that the right U.S. investment landscape is there for your 
business. 

Our nation is incredibly diverse, with the world’s most attractive consumer market, a 
thriving culture of innovation, and one of the most productive workforces in the world. 
Companies of all sizes – from start -ups to multinationals – find the ideas, resources, and 
market they need to be competitive. As a resul t, the United States is the world’s number -
one destination for foreign direct investment, and we hope you will select it as the 
destination for your next investment as well. 

i 

Fin d out more about SelectUSA’s 
resources on FDI in the United 

States 

https://www.selectusa.gov/FDI-global-market/states-territories
https://www.selectusa.gov/FDI-global-market/states-territories
https://www.selectusa.gov/FDI-global-market/states-territories
https://www.trade.gov/selectusa-resources-and-information
https://www.trade.gov/selectusa-resources-and-information
https://www.selectusa.gov/FDI-global-market/states-territories


 

 

 

 
 

 

 

 

  
   

 
   
  
  

 
 

    
   

   

 

  

 

Levels of governance: federal, state, and local 

The United States is governed at different levels, from the federal government down to the 
state, county, and local levels. Many of the topics discussed in this guide are affected by 
national laws and by regulations at the state, county, or city level. It is important to 
remember that much of the information in this guide is presented at the national level, but 
that specific details may change based on location – especially for some of the most 
granular subjects that govern your day -to-day business. 

This is just one of the reasons why we suggest that any company engage legal counsel and 
conduct further research, as applicable, to ensure compliance with applicable federal and 
state regulations and to optimize its business operations in the United States. The se topics 
are often very technical and challenging, but there are many qualified professionals who 
can help your business make the right decisions. 

SelectUSA is here to help you! 

This guide is intended as a starting point for your business investment in th e United States, 
and we expect that you will have questions remaining after you finish reading the guide. 
SelectUSA is happy to help you continue to pursue your investment with our variety of free 
services for firms, which include: 

• In form a tion  on  th e  com p e titive  a n d  re gu la tory la n d sca p e  in  th e  Un ite d  Sta te s ,  
in d u s try a nd  workforce d a ta , a n d  h ow to e s ta b lish  a n d  op e ra te  a  b u s in e ss  in  th e  
Un ite d  Sta te s . 

• In form a tion  on  fe d e ra l b u s in e ss  in ce n tive s , gra n ts , loa n s , a n d  oth e r  p rogra m s. 
• In trod u ction s  to e con om ic d e ve lop m e n t orga n iza tion s . 
• Om b u d sm a n  se rvice s  to h e lp  in ve s tors  a d d re ss  is su e s  in volvin g fe d e ra l ru le s ,  

re gu la tion s , p rogra m s, or  a ctivitie s  re la te d  to e xis tin g, p e n d in g, a n d  p ote n tia l  
in ve s tm e n ts . 

In  a d d ition , Se lectUSA’s we bs ite p rovid es  a  we a lth of in form ation  on  ou r se rvice s, a s  we ll as 
oth e r  in form a tion  rela te d  to fore ign  d irect inve stm e nt in  the  Un ite d  State s. It  a lso  con ta in s  
con ta ct in form a tion  so we  ca n  d iscu ss  h ow  we  ca n  b e s t h e lp  you !  

We hope this guide will be a 
useful first step to explor e 
business investment in the 

United States . 

ii 
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Acronym s and Initialisms 
A 
ACA Affordab le Care Act  
ALEC Am erican  Legislat ive Council 
AOS Adjustm ent  o f Status  
APM Alternat ive Paym ent  Method 

 

 

 
   

  
  

  
  

   

 
 

  

 
 

  
 

  

   

 
 

 

 
 

 
 

 
 

   
  

 
 

 
 

  
  

  
 

  
   

  
 

  
   

 
 

 

 
 

 

  
 

  

  
 

  

  
 

  
   

  
 

 
 

 

  
 

  

  
 

 
 

 

 
 

 

  
 

 
 

 

 
  

 

  
 

 
 

 
  

   

  

  
 

  

B 

BACS 
Bankers Autom ated  Clearing 
Services 

BIS U.S. Bureau  o f Indust ry and  
Security 

BLS U.S. Bureau  o f Labor  
Stat ist ics  

BPT Branch  Profit s Tax  

C 
U.S. Custom s and  Border  

CBP Pro tect ion  

CDD 
Custom er Due Diligence 
Requirem ents fo r Financial  
Inst itu t ions Rule  
Com m it tee on  Foreign  

CFIUS Investm ent  in  the United  
States 

D 
DBA “Doing Business As" nam e 

U.S. In ternat ional  
DFC Developm ent  Finance 

Corporat ion  
Digital Millenn ium  Copyrigh t DMCA 
Act 
U.S. Departm ent  o f  DOC 
Com m erce  

DOD U.S. Departm ent  o f Defense 
DOL U.S. Departm ent  o f Labor  

U.S. Departm ent  o f  DOT 
Transportat ion  

DTSA Defend  Trade Secrets Act  
E 

Effect ively Connected 
ECI 

Incom e 
U.S. Econom ic Developm ent  

EDA Adm inist rat ion 

Econom ic Developm ent  EDO 
Organ izat ion 

EEA Econom ic Esp ionage Act  
Equal Em ploym ent  EEOC 
Opportun ity Com m ission  
U.S. Energy In form at ion  

EIA Adm inist rat ion 
Elect ron ic System  for Travel  ESTA 
Authorizat ion  

ETCA Export  Trade Com pany Act  
F 

U.S. Federal Aviat ion FAA 
Adm inist rat ion  
Foreign  Account  Tax  

FATCA Com pliance Act  
Fixed , Determ inab le, Annual  FDAP 
or Period ic incom e 

FDI Foreign  Direct  Investm ent 
U.S. Federal Deposit  FDIC 
Insurance Corporat ion  
Federal Em ployer 

FEIN Iden t ificat ion  Num ber  
Foreign  Account  Tax  

FICA Com pliance Act  
U.S. Financial Crim es FinCEN 
Enforcem ent  Network  
Foreign  Investm ent  Risk  

FIRRMA Review Modern izat ion  Act  
Federal Fam ily Medical Leave 

FMLA Act 
“Foreign  Owned , Contro lled ,  FOCD 
or Dom inated” test  
U.S. Federal Trade 

FTC Com m ission 
FUTA Federal Unem ploym ent  Tax 
G 

Genet ic In form at ion  
GINA Nondiscrim inat ion  Act  

U.S. General Services GSA 
Adm inist rat ion  

iii 



H 
Health Insurance Portability

HIPAA 
and Accountability Act 

I 
IP Intellectual Property 
IPO Initial Public Offering 
IRC Internal Revenue Code 
IRS Internal Revenue Service 
ITU "Intention to Use" application 
L 
LCA Labor Condition Application 
LLC Limited Liability Company 
LOA Leave of Absence 
LPR Lawful Permanent Resident 
M 
M&A Mergers and Acquisitions 
MSA Metropolitan Statistical Area 
N 

North American Free Trade
NAFTA Agreement 

U.S. Nuclear RegulatoryNRC 
Commission 

NYSE New York Stock Exchange 
O 

OCCIC Office of the Chief Counsel 
for International Commerce 

OSP Online Service Provider 
P 
PaaS Payment s-as-a-Service 
PE Permanent Establishment 

Program Electronic ReviewPERM 
Management 

POE Port of Entry 
R 
R&D Research and Development 
S 

U.S. Securities andExchange
SEC Commission 
SRP Standard Review Plan 

Science, Technology, 
STEM Engineering, and 

Mathematics fields 
T 
TIF Tax Increment Financing 
U 

U.S. Citizenship andUSCIS 
Immigration Services 

USD U.S. Dollars 
Agreement Between the 

USMCA United States, Canada, and 
Mexico 
U.S. Patent and Trademark

USPTO Office 
UTSA Uniform Trade Secrets Act 
V 

 

 

   

 
 

   
  

  
  
  
  

   
  
  
  
  

   
  
  

   

  

 
 

  
   

 
 

  
   

  
  

 
 

  
   

  
   

  
  

 
 

   
  

   

 
 

  

 
 

  
  

   
  
  

  
  
  

 

 

VAT Value-Added Tax 
VWP Visa Waiver Program 
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The United States business market is competitive. It generally allows for a relatively 
short period to establish new business operations. However, i t is important to be 
mindful of the regulatory environment when setting up a company in the United 

States. This checklist is designed to provide an efficient and concise summary of the key 
issues and considerations when investing in the United States. Your U.S. advisors should be 
able to elaborate on many of the issues listed below. 

Key Questions for Establishing Your Business in the United States 

What is your strategy? 

Because the United States market is large, doing your due diligence before entering will 
significantly enhance your success. The temptation for many businesses is to execute first, 
then plan later. Instead, you should, as the saying goes, plan your work, then work your 
plan. In other words, start by creating a plan that includes input from a steering team of 
leaders from across your organization. Set to deliver that plan but remain open -minded 
and flexible about new opportunities. The ability to adapt to changing or unforeseen 
circumstances will help your business prosper. 

What are your goals? 

Leading practices of successful United States market entrants demand you begin by 
defining your busine ss goals and aspirations. Specifically, what financial and non -financial 
objectives do you care about? What do you aim to become to your customers? What do 
you want your brand to represent? What type of relationships do you want with suppliers 
or partners? What do you want the new venture to mean to your employees? Writing down 
brief, specific, measurable goals around these topics builds alignment and consensus 
among the team, allowing them to communicate clear intentions throughout your 
organization. 

Where will you focus? 

Most businesses are unable to master the enormous, complex U.S. market within their first 
year. Therefore, it is crucial to prioritize where the business spends its precious time and 
resources. Where are your most profitable current or fut ure customers going to come 
from? Which markets represent the greatest opportunity? Where will you segment by 
customer, geography, product, or channel? Define this with specificity; do your research 
and put realistic figures to it; and then allocate the va st majority of your resources to the 
top tier of opportunities. 

How will your product or service succeed? 

Taking your product or service to a new market requires you to be an open -minded skeptic 
about its prospects in a new country. What is your unique sel ling proposition? Will you 
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compete on speed, agility, service, cost, quality, or innovation? Have you talked to your 
current and future customers to understand what they like and do not like about your 
product or service? What sources of defensible advanta ges do you have? Will you need 
partnerships with other businesses to succeed? What is your target business model, and 
should it differ from your home market, or be localized in some way to succeed? Answering 
these questions informs how best to organize you r new business operations. 

How will you configure business operations to meet your goals? 

Once you have decided what your business must look like, evaluate the capabilities it must 
have to meet the goals that your steering team developed. If you sell prod ucts, where do 
you need to transform or develop your supply networks? What technological systems must 
be put in place? What type of skill sets will you need? How will you attract, hire, and retain 
the talent to grow your business? What must you have in pla ce to meet customer 
expectations? Getting to these answers is iterative and is informed by the aforementioned 
work of goal setting, determining where you will establish, and what and how you will offer 
your product or service. 

What is your plan? 

In your plan, identify key work streams, break them down into tasks, set start and end 
dates, assign owners, and do research to identify the requisite budget. Make a business 
case that shows initial cost, payback period, return on investment, and cash flow ov er time. 
Evaluate if you have the right people on your team and if they have the bandwidth to 
execute; then build a hiring strategy into 
your plan. Your strategic execution plan 
does not assume you have learned 
everything you need to know during your 
earli er discovery work. Instead, your plan is 
an iterative set of activities that builds your 
knowledge, which, in turn, illuminates what 
actions you should take. 

Take the time to develop your strategy 
before you begin the investor checklist. 
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Key Consideratio ns for Investing in the United States 

Investment Planning 

Proper planning is critical to the successful establishment of business operations in the 
United States. This can include market and customer analysis, trade and tariff issues, as 
well as developmen t of expansion and growth financial models and projections. The early 
inclusion of advisors can expedite and streamline the expansion. 

Your U.S. professional services team can include: 

• An  in te rn a tion a l ta x p rofe ss ion a l for  th e  m os t e ffe ctive  s tru ctu re  for  th e  fore ign 
p a re n t com p a n y/own e rs  

• A U.S. ta x p rofe ss ion a l to a n a lyze  U.S. fe d e ra l a n d  s ta te  ta x is su e s  
• A corp ora te  la wye r to in corp ora te  th e  e n tity a n d  d ra ft le ga l con tra cts  a n d  

a gre e m e n ts  
• An  in su ra nce  p rofe ss ion a l to ob ta in  b u s in e ss  lia b ility a n d  worke rs ’ com p e n sa tion  

cove ra ge 
• A b a n ke r for  fin a n cin g a n d  b a n kin g n e e d s  
• A tra d e  a n d  ta r iff a d visor  
• A loca tion  se le ction  con su lta n t 
• A re a l e s ta te  p rofe ss ion a l  
• A visa  a ttorn e y  

Investment Strategy Development 

De ve lop in g a  d a ta-drive n s tra te gy tha t a ligns  with  th e n e e ds  of th e  b us in e ss  a n d  com p a n y  
s ta ke h old e rs  – a n d  is  a d a p ta b le  to ch a n ge  a s  th e  b u s in e ss  grows  – ca n  focu s  a ctivity 
towa rd  a gre e d -u pon  b e nch m arks , ta rge ts, a n d  re su lts . It is  a lso im portan t th a t th e top tie r 
of th e  orga n iza tion  b e  re sp on s ib le  for  se ttin g th e se  s tra te gie s . De te rm in e  th e  ke y  
q u e s tion s  th a t m u s t b e  a n swe re d  a n d  ta ctics  th a t m u s t b e  d e ve lop e d . Con s id e r  h ir in g  
a d visors  to con d u ct ra p id  re se a rch  to d e ve lop  th e  s tra te gy. An  e fficie n t s tra te gic  
d e ve lop m e n t p roce ss  sh ou ld  n ot re q u ire  m ore  th a n  e igh t to 12 we e ks  for  m os t s ta r tu p 
p roje cts . 

Site Selection 

Loca tion  will a ffe ct m a n y com p on e nts of you r b u s in ess , n ot to m e n tion its ove ra ll su cce ss . 
Ch oos in g wh e re  to e s ta b lish  sh ou ld  b e  a  m u lti-fa ce te d  p roce ss . Con s id e r  th e  followin g  
s te p s  a n d  q u e s tion s :  

• Goal setting: Wh a t fa ctors  d rive  you r com p an y’s su cce ss?  Ap p ly  th ose  you  la id  ou t  
in  th e  p la n n in g s ta ge . Con s id e r  h ow im p orta n t it is  for  you  to b e  close  to you r  
cu s tom e rs .  
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• Labor analysis: How im p orta n t is  ga in in g a cce ss  to sp e cific skill se ts  (la b or a n d  

ta le n t), a n d  wh a t is th e  com p etition , cos t, a n d a va ila bility of th e re q u ire d skill se ts? 

• Supply chain analysis: How fa r  ca n  you  b e  from  you r sou rce s  of su p p ly?  

• Location cost analysis: Na rrow a  p re lim in a ry lis t to a  sm a lle r  on e  a n d  s tu d y th e  
b e s t op tion s  in  fu rth e r  d e ta il. Bu ild  a  b u s in e ss  ca se  to e va lu a te  th e  cos t m od e ls  
u tilizing the  d a ta you  h a ve  colle cte d on  m u ltip le  s ite s , a n d  we igh  th e  fin a n cia l  a n d  
n on -fin a n cia l fa ctors . 

• Credits and incentives : Eva lu a te  cred its  a nd  ince ntive s of you r  in ve s tm e nt op tion s. 
Bu ild  th e se  in to you r b u s in e ss  a n d  cos t m od e l.  

• Site visits: Vis it a  fe w loca tion  op tion s  for  a  firs t-p e rson  a n a lys is  of th e  a re a  a n d  
sp a ce .  

Tax and Entity Planning 

De te rm in e  th e  typ e of le ga l e n tity b e st su ite d to you r u n iqu e s itu a tion , a n d  d e te rm in e  th e  
d a te  of you r a ccou n tin g ye a r-e n d .  

Note: A b u sin e ss  corpora tion  is th e  m os t com m on  e n tity type  for  fore ign  inve stors , b u t 
oth e r  p oss ib ilitie s  e xis t, su ch  a s  lim ite d  lia b ility com p a n ie s , p a rtn e rsh ip s , a n d 
u n in corp ora te d  b ra n ch e s . Th e  se le ction  of e n tity typ e  a n d  th e  a ccou n tin g ye a r-e n d  
sh ou ld  b e m a d e  with  the  a d vice of you r U.S. ta x a ccou nta nt a n d  corp ora te  la wye r, a n d  
a s  we ll a s  you r h om e  cou n try a d visors .  

Se le ct th e  ju risd iction  wh e re  you  will e s ta b lish  you r b u s in e ss  e n tity. A com p a n y m a y  
re gis te r  in  a n y s ta te .  

Note: You r b u s in e ss  e n tity will b e  gove rn e d  b y th e  la ws  of th e  s ta te  wh e re  it is  
e s ta b lish e d . Ch oice  of ju risd iction  sh ou ld  b e  m a d e  with  th e  a d vice  of you r ta x  
p rofe ss ion a l a n d  corp ora te  la wye r.  

Su b m it p a p e rwork to e s ta b lish  you r le ga l e n tity. Use  a n  e xp e d ite d  se rvice  if n e e d e d .  

Note: You  m a y p a y filin g fe e s  a n d  
fra n ch ise  ta xe s  a s  a p p lica b le  in  th e  
s ta te  of re gis tra tion . Th e se  m a y ofte n  
tota l m ore  th a n  $500. You  m a y a lso 
n e e d  to n a m e  or a p p oin t a  re gis te re d  
a ge n t  loca te d  in  th e  s ta te  in  wh ich  th e  
e n tity is  form e d . 
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• Ca p ita lize  th e  n e w e n tity. Sta te  la w d e te rm in e s  th e  m in im u m  p a id -in  ca p ita l 

re q u ire m e n t. A com m on  m in im u m  is  $1,000. 

• Re gis te r  with th e  Inte rna l Re ve nue  Se rvice (IRS) for  a  Fe d e ra l Em p loye r Id en tifica tion  
Nu m b e r (FEIN). 

• File  with  th e  s ta te  gove rn me n t for  a  ce rtifica te of a ssu m ed n am e  or d oin g b u s in e ss  
a s  (DBA) n a m e , if n e e d e d .  

• Ob ta in  a n y a p p rop ria te  s ta te  ta x a n d /or  loca l id e n tifica tion  n u m b e rs .  

Discu ss  fe d e ra l, s ta te , a n d  loca l ta x is su e s  with  you r a d visor.  

• Pre p a re  for  U.S. in com e  ta x com p lia n ce . Op e ra tion s  will like ly b e  su b je ct to U.S. 
in com e  ta x. With h oldin g re q uire m en ts m a y a p ply to p a ym e nts to th e  fore ign p a rent. 

• Asse ss  wh e th e r th e  fore ign  p a re n t com p a n y h a s  h a d  a  U.S. in com e  ta x p re se n ce  
(“p e rm a n e n t e sta blish m e n t” in  th e  Un ite d  Sta te s ) a n d  if th e re  m a y b e  d e lin q u e n t  
U.S. ta x a n d /or  U.S. ta x re p ortin g th a t n e e d  to b e  a d d re sse d .  

• Con sid e r  a  ca p ita l in ve s tm e n t s tra te gy.  

• Re vie w a n ticipa te d in te rcom p an y tra nsa ction s  to d e te rm in e  p ote n tia l with h old in g  
ta x a n d  tra n sfe r  p ricin g con s id e ra tion s .  

• Id e n tify s ta te  a n d  loca l cre d its  a n d  in ce n tive s  th a t m a y b e  a va ila b le .  

Pla n  for  s ta te  a n d  loca l ta x com p lia n ce .  

Note: Do n ot ove rlook s ta te  a n d  loca l ta xe s . Th e re  a re  im p orta n t, com p le x, a n d  
s ign ifica nt va ria tion s  b etwe en  e a ch  jurisdiction. Sta te  a n d  loca l  ta xe s  ge n e ra lly  a re  n ot  
cove re d  u n d e r in te rn a tion a l ta x tre a tie s . Com m on  s ta te  a n d  loca l ta xe s  in clu d e  
p rop e rty ta x, sa le s /u se  ta x, p a yroll ta xe s , a n d  in com e  ta x.  

• Pre p a re  for  e m p loym e nt  ta xe s  a nd  con tr ib u tion s . You  n e e d  to d e te rm in e  th e  cos t  
a n d  im p a ct of e m p loym e n t ta xe s  a n d  con tr ib u tion s  re q u ire d  b y s ta te , loca l a n d  
fe d e ra l la w.  

Human Resource Planning 

Em p loye rs  m u s t com ply with  s tate  a n d fe de ral la ws  a nd  re gu la tion s  con trollin g th e  h ir in g,  
tre a tm e n t, com p e n sa tion , a n d te rm in ation  of e m p loye e s. Th e followin g con s id era tion s a n d  
s te p s  sh ou ld  h e lp  you  e n su re  com p lia n ce  a n d  a  p rod u ctive  workforce .  

Socia l Se cu rity in  th e  Un ite d  Sta te s  d oe s  n ot p rovid e  h e a lth  or  s im ila r  b e n e fits  to  
e m p loye e s . In s tea d, it is  a  re tire m en t incom e  a nd  h e a lth  b e n e fits  p rogra m  for  th e  e ld e rly  
a n d  d isa b le d . It is  fu n d e d  b y m a n d a tory e m p loye r a n d  e m p loye e  con tr ib u tion s .  
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Consulting with your professional services team will help you understand the potential 
impact for your organization of the Affordable Care Act (ACA), the comprehensive health 
care reform law th at passed in 2010. Understand the necessary proactive steps to comply 
with ACA regulations. Also, ensure proper visas are secured for non -U.S. employees. Be 
sure to address the family needs of those employees. 

Accounting and Financial Reporting 

Select an accounting system or provider that is scalable and can grow with your business. 
The utilization of virtual solutions can be an economical choice for many. 

• Se le ct a n  a ccou n tin g sys te m  a n d  ou tsou rce  to a  p rovid e r , if n e e d e d .  

• Se t u p  you r a ccou n tin g sys te m  a n d  fin a n cia l re p ortin g. 

• Ad d re ss  b a n kin g, Ba n ke rs  Au tom a te d  Cle a rin g Se rvice s  (BACS), a n d  cre d it ca rd  
se tu p .  

• De ve lop  in voicin g a n d  b ill-p a y p roce ss in g p roce d u re s .  

De te rm in e  th e  n a tu re  a n d  fre q u e n cy of fin a n cia l re p ortin g to th e  p a re n t com p a n y,  
in clu d in g m on th ly close a n d re con cilia tion  p rocesses . (Note: Th e re  is  n o m a n d a tory ch a rt  
of a ccou n ts  in  th e  Un ite d  Sta te s .) 

De te rm in e  wh e the r th e  p a re nt com p a ny n e ed s a n  a u dit or  oth e r  a tte s t p roce d u re s  in  th e  
Un ite d  Sta te s . (Note: Th e re  is  n o s ta tu tory a u d it re q u ire m e n t  for  p riva te  com p a n ie s .) 

Facility Considerations 

Work with  id e n tifie d re a l e s ta te  a n d fa cility p rovid ers to se cu re n e e de d sp ace . Utilization  of  
a  sh a re d  sp a ce , su ch  a s  a  co-workin g loca tion , is  n ot a n  u n com m on  solu tion  for  in itia l 
op e ra tion s . As  op e ra tion s grow, a  le a se  or  m ore  p e rm a n e n t loca tion  ca n  b e  se cu re d . 

• Eva lu a te  fa cility op tion s  in  con ju n ction  with  you r re a l e s ta te  a d visor . 

• Ap p ly for  re q u ire d  s ta te  or  loca l  
b u s in e ss  lice n se s  or  p e rm its .  

• Con su lt with  a n  in su ra n ce  a d visor  
re ga rd in g a n y p ote n tia l e m p loye rs ’ 
lia b ility in su ra n ce  th a t m a y b e 
re q u ire d .  

• De te rm in e  th e  te ch n ology a n d  IT  
n e e d s  for  th e  loca tion  on ce  
a cq u ire d . 
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Key Checklist for Foreign Inves tment in the United States 

Investment Planning Notes 
Create business  and  expansion  st rategic  p lan  
Select  advisors 
Analyze tariff issues 
Conduct  tax analysis  
Develop  im plem entat ion  p lan  

Expansion Strategy Development Notes 
Analyze locat ion , labor, and  site  select ion analysis  

Evaluate tax cred it s,  incen t ives, and  gran ts  

Conduct  operat ional analysis  

Tax and Entity Planning Notes 
Determ ine en t ity type and  st ructu re  

Determ ine ju risd ict ion (state) locat ion 

Obtain FEIN and state tax ID – tax regist rat ion 

Register with the Secretary o f State 

Com plete federal and in ternat ional  tax p lann ing  

Com plete  state  and  local tax p lann ing  

Calcu late  em ploym ent  tax and  withho ld ings  

Human Resources Planning Notes 
Review social  security and  o ther  em ployee benefit s  
Assess Affordab le Care Act  and em ployers’ liab ility 
i Secure  visas fo r non-U.S. em ployees 

Accounting and Financial Reporting Notes 
Select  account ing software/p rovider  

Determ ine  account ing and  report ing  p rocedures  

Determ ine financial aud it  requ irem ents 

Facility Considerations Notes 
Secure real estate 

Obtain  requ ired  perm its /  licenses  

Estab lish  technology  /  IT needs  
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About RSM 

RSM’s foreign direct investment (FDI) team helps bring your worlds together via our 
bicultural, bi -technical professionals who are experienced advising foreign -owned 
companies understand conducting business in the U.S. 

RSM advises companies developing operations in the United States, providing informed 
multidisciplinary guidance to FDIs investing and building ope rations in new markets, 
including: 

• Planning needs 
• Ongoing operations and exit needs 
• Remote selling needs 
• Initial entry needs 
• Navigating and negotiating local and state credits and incentives 
• Maximizing complex international for tax and cash flow efficienci es, as well as 

domestic tax structuring and compliance 
• Outsourcing services including global finance, accounting, and reporting functions 

When information about the United States is critical to your success, RSM FDI team possess 
the extensive local knowledge and experience to be your guide. RSM professionals leverage 
their multilingual language skills, and business and cultural understanding to provide audit, 
tax and consulting services to middle market companies focused on international growth 
and expansion. Learn more by visiting rsmus.com/international . 

Disclaimer 

This chapter was prepared by Robert Calafell, Matt Dollard, and Goran Lukic with RSM US 
LLP.Views expressed in this chapter are the authors’ own, not that of the International 
Trade Administration. This chapter does not constitute legal advice. Readers interested in 
investing in the United States should consult legal counsel. 
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Immigration 

Section One 
Visa Overview 

A.J. Francis , Interagency Program  Manager 

Section Two 
U.S. Immigration Pathways: Which is Right 

for Your Investment Project? 

Andrew Greenfield , Partner 
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N Section One: Visa Overview 

M ost foreign citizens need to obtain a visa in order to visit or work in the United 
States. The U.S. Department of State, in conjunction with the Department of 
Homeland Security, oversees the U.S. visa process. The purpose of your 

intended travel and other facts will determine what type of visa is required under U.S. 
immigration law. Below is a description of the visa types available for business and 
employment purposes. For information on the U.S . visa process, including updates to visa 
policy, please refer to the Department of State’s travel website . 

A visa does not guarantee entry into the United States but allows a foreign citizen coming 
from abroad to travel to a United States 
port of entry (generally an airport or land 
border) and request permission to enter 
the United States. The Department of 
Homeland Security, U.S. Customs and 
Border Protection (CBP) officials have 
aut hority to permit or deny admission to 
the United States, as well as determine how 
long a traveler may stay. For more 
information about admission to the United States, please refer to the CBP website . 

Temporary Business Visitor Visas 

The B-1 visa is generally for foreign nationals who wish to consult with business associates, 
negotiate a contract, settle an estate, or attend an educational, professional, or business 
convention or conference. For more information on the B -1 visa and the application 
process, please visit the Department of State’s travel website . 

Temporary Worker Visas (Nonimmigrant) 

E-2: Treaty Investors 

The E-2 visa is for foreign nationals who have inves ted or are actively in the process of 
investing a substantial amount of capital in a bona fide enterprise in the United States and 
are seeking to enter the United States solely to develop and direct the investment 
enterprise. This visa is available to citi zens of all countries that maintain the relevant treaty 
with the United States or have been accorded such status by the enactment of legislation . 
Additional information on the E -2 visa can be found on the U.S. Citizenship and 
Immigration Services (USCIS) web site . 
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The L visa category is a temporary work visa for employees transferred from abroad to a 
branch, parent, affiliate, or subsidiary in the United States. The L-1A visa is for 
intracompany transferees who will work in a managerial or executive position in the United 
States. The L-1B visa is for intracompany transferees who will work in a position that 
requires specialized knowledge in the United States. Additional d etails on the requirements 
for L-1A and L-1B visas as well as information on blanket petitions may be found on the 
USCIS website. 

H-1B: Specialty Occupations 

The H-1B visa for specialty occupations applies to applicants who may perform the 
services of a specialty occupation. Their position is considered a specialty occupation when 
it meets at least one of the following criteria: 

1. A position that requires a minimum of a bachelor’s degree or equivalent degree; 

2. The degree requirement for the job is common to the industry or the job is so 
complex that it can be performed only by an individual with a degree; 

3. The employer requires a degree or equivalent for the position; or 

4. The nature of the duties for the position are so specialized or complex that the 
knowledge required to perform the duties is usually associated with the 
attainment of a bachelor’s or higher degr ee. 

The holder of an H -1B is permitted to work within the United States for a maximum of 
three years, with a possible extension of up to six years. Spouses and children (unmarried 
and under 21 years old) may be eligible to accompany the H -1B holder if they are found 
eligible for an H-4 visa. 

Each fiscal year, the United States grants a maximum of 65,000 H-1B visas. However, 
applicants employed at an institution of higher education, a nonprofit research 
organization, or a government research organization are not subject to this limit. 
Additionally, the first 20,000 petitions filed on behalf of be neficiaries with a master’s degree 
are exempt from this limit. 

For additional details on the application process of the H -1B visa, please visit the USCIS H-
1B webpage . 

O-1: Individuals with Extraordinary Ability or Achievement 

The O-1 is a temporary work visa for individuals who possess an extra ordinary ability. The 
O-1A is for individuals with extraordinary ability in the sciences, education, business, or 
athletics. The O-1B is for individuals with extraordinary ability in the arts, motion picture, or 
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N television industries. Under an O visa, the applicant may reside in the United States for a 
maximum of three years, with an opportunity to extend one additional year. 

To be elig ible for an O -1 visa, the applicant must be coming to the United States on a 
temporary basis and must demonstrate their extraordinary ability through sustained 
national or international acclaim. More specifically, for the fields of science, education, 
busi ness, and athletics, the applicant must show that they have a level of expertise 
indicating that they are part of a small percentage who has risen to the very top of the field 
of endeavor. In the arts, motion picture, and TV industries, the applicant must demonstrate 
distinction in their field. Distinction means a high level of achievement in the field of the 
arts evidenced by a degree of skill and recognition substantially above that ordinarily 
encountered to the extent that a person described as prominent is renowned, leading, or 
well -known in the field of arts. 

The O-2 visa is available for individuals who will accompany O -1 visa holders in order to 
assist them in their work. The O -2 worker must have critical skills and experience with the 
O-1 carrier tha t cannot be readily performed by a U.S. worker. Additionally, he or she must 
be petitioned for in conjunction with the O -1 alien to whom he or she provides support and 
is not entitled to work separate and apart from the O -1 alien. The O-3 visa is available for 
individuals who are the spouse or children of carriers of the O -1 or O -2 visas. 

For more information on the O visa category, please visit the USCIS webpage on O visas . 

Permanent Worker Visas (Employment -Based Immigration) 

The EB visa category is for employment -based immigration. The United States issues 
approximately 140,000 EB visas e ach year, split into five different types. The EB-1 visa is for 
applicants who either possess an extraordinary ability, are an outstanding professor or 
researcher, or are a multinational executive. The EB-2 visa is for applicants who possess an 
advanced degree or its equivalent or who possess an exceptional ability. The EB-3 visa is 
designated for applicants who are skilled workers or professionals . The EB-4 is for specified 
sets of immigrants, including religious workers, Afghan and Iraqi translators, broadcasters, 
and others. The EB-5 visa is reserved for candidates who intend on investing a minimum 
amount of capital that will create a minimum number of jobs in the United States. 

For further information on any employment -based visa programs, including additional 
requirements, stipulations for sp ouses and children, or necessary forms, please visit the 
USCIS webpage for EB visas. 
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N About SelectUSA 

SelectUSA is a U.S. government -wide program housed in the International Trade 
Administration at the United States Department of Commerce. Our mission is to facilitate 
job -creating business investment into the United States and raise awareness of the critical 
role that economic development plays in the U.S. economy. 

Disclaimer 

This chapter was prepared by A.J. Francis with SelectUSA. Views expressed in this chapter 
are the author’s own, not that of the International Trade Administration. This chapter does 
not constitute legal advice. Readers interested in investing in the United States should 
consult legal counsel. 
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N Section Two: U.S. Immigration Pathways: Which One is Right for 
Your Inves tment Project? 

I n an environment of fluid markets , changing policies, and a global pandemic altering 
cross-border travel, understanding the immigration options available to investors and 
their workforces is an essential – but sometimes overlooked – aspect of investing in the 

United States. Investors need to make sure that their employees have the correct U.S. 
visa(s) and an i mmigration advisor to ensure the visas are secured as timely and seamlessly 
as possible. This chapter details the 
immigration options available to business 
investors and their prospective U.S. 
employees, including information on visa 
requirements, timefram es, and 
considerations for families. 

The table at the end of this chapter 
summarizes key aspects of each of the 
visa categories discussed and includes 
additional hyperlinks to relevant 
government websites. 

Temporary Visitors 

The B-1 (business visitor) vis a allows individuals to enter the United States temporarily to 
conduct certain types of business activities on behalf of a foreign entity or investor. Under 
a B-1 visa, the individual may establish an investment and plan for relocation, including 
incorpora ting a business, meeting with business and financial advisors and contracting for 
their services, opening accounts, securing premises, and searching for housing and 
schools. 

The B-1 visa does not, however, permit employment on behalf of a U.S. business. Th us, if 
the foreign investor wants to direct, manage, or perform services in the United States for 
the new U.S. business, then he or she must first obtain a U.S. work permit. This is true even 
if the investor will be paid for his services by a foreign compa ny. 

Once obtained, the B -1 visa will be valid for as little as one month to as long as 10 years 
depending on the nationality of the visa holder . Some B-1 visas may be used for only one 
entry into the United States while others may be used for multiple entries, again based on 
nationality. Officers at the U.S. border decide how long a business visitor may st ay for each 
visit. The officer may grant a stay for the time necessary to conduct the business, but not 
more than six months. If the business visitor requires additional time in the United States 
to complete his or her business activities, then it is possi ble to request an extension of stay 
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N from the government, but extension requests will only be granted if the government is 
convinced that the visitor will not engage in unauthorized employment. 

An alternative to the B -1 visa is the Visa Waiver Program (VWP) , under which citizens of 
designated countries can apply to enter the United States as business visitors for 90 day s 
or less without the need to obtain a visa from a U.S. consulate. VWP travelers are required 
to obtain an online pre -approval from the Department of Homeland Security’s Electronic 
System for Travel Authorization (ESTA) at least 72 hours before departing f or the United 
States. Those who enter the United States under the VWP may only engage in activities that 
are permissible for those who enter with a B -1 visa. The law does not permit VWP travelers 
to extend their stay beyond 90 days. 

Family members of the i nvestor may also apply for B -1 visas or travel under the VWP, 
provided they, like the investor, will not be employed in the United States and intend to 
return to their home country after a temporary visit. The B -1 visa and VWP may not be 
used for the purpo se of attending school in the United States. 

Treaty Traders and Investors 

The E-1 (Treaty Trader) and E-2 (Treaty Investor) visa categories allow individuals to enter 
the United States to work for a U.S. business that is majority owned by citizens of a country 
with which the United States has a commercial treaty. The E visa applicant must be a citizen 
of the treaty country who will direct and manage the U.S. business or provide essential 
skills. Generally, “E-1 treatie s” require the U.S. business to engage in substantial trade with 
the other treaty signatory. “E -2 treaties” require a substantial investment in the U.S. 
business. The United States has treaty relationships with many major economies . There is 
no such treaty with India or China. 

Qualifying U.S. businesses must apply for and be deemed eligible by a U.S. consulate in 
order to support E visa applications. This process can be complex. Once the business is 
deemed eligible, qualified citizens of the treaty country may apply for E visas at a U.S. 
consulate. These may be the principal investor(s) in the U.S. business or other citizens of 
the treaty country whose skills and experience are required by the U.S. business. 

There is no maximum number of years an individual may be employed in the United States 
as an E treaty trader or investor, so long as they continue to provide management or 
essential skills services to the U.S. treaty business and the business remains at least 50 
percent owned by citizens of the treaty co untry. Spouses and unmarried children under 
age 21 may accompany the principal E visa holder and attend school. Spouses of principal E 
visa holders may seek employment in the United States for any employer without the need 
for separate sponsorship. 
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N Note: t here is no requirement that the E visa applicant be employed outside the United 
States by a foreign parent or affiliated company prior to his or her U.S. assignment. This is 
an important distinction from the L -1 visa category discussed below. 

Intracompany Transferees 

The L-1 visa category is for foreign nationals who will be assigned to work in the United 
States for an organization that is related to their home country employer. Employees who 
have worked outside the United States for at least o ne continuous year in an executive, 
managerial, or specialized knowledge capacity for a parent, branch, subsidiary, or other 
affiliate of the U.S. employer may be eligible for L -1 classification. The employer must seek 
to transfer the employee to the Unite d States to assume an executive, managerial, or 
specialized knowledge position, although it does not need to be the same position the 
employee held abroad. Newly established U.S. businesses may sponsor foreign employees 
for L-1 visas, but work authorizatio n is initially granted for one year, and the employer must 
subsequently renew sponsorship with evidence of business viability. 

Ordinarily, the employer must obtain U.S. Citizenship and Immigration Services (USCIS) 
approval for each prospective L -1 transfe ree before the transferee can apply for an L -1 visa 
at a U.S. consulate. However, there is a streamlined process, known as the L -1 “blanket 
program,” that does not require USCIS processing and permits the U.S. consulate to handle 
the entire adjudication pr ocess. The blanket program is available for multinational 
organizations who frequently transfer employees to the United States. To qualify for the 
blanket program, the U.S. employer must have been doing business in the United States 
for at least one year a nd meet at least one of the following criteria: 1) at least ten L -1 
approvals from USCIS in the prior year; 2) U.S. sales of at least $25 million; or 3) at least 
1,000 U.S. employees. USCIS processing for individual L-1 filings and/or initial approval for 
the corporate blanket program can take several months unless the employer pays for 15 -
day Premium Processing. Once the initial corporate blanket petition is approved by USCIS, 
most individual L -1 visa requests may be made entirely at the consulate, as stat ed above. 

L-1 work authorization is available for up to seven years if the U.S. role is executive or 
managerial (L -1A) or up to five years if the U.S. role requires specialized knowledge (L -1B). 
L-1A executives or managers who also served as executives or managers for their foreign 
affiliated employers before transferring to the United States may be eligible to apply for 
U.S. permanent residency (the “green card”) without the need for the U.S. labor market test 
that is typically a prerequisite for green car d applications. 

17 



 
 

 

 

 

 
 

 

 

 

 

 

 

 

 

  

IM
M

IG
R

AT
IO

N Spouses and unmarried children under age 
21 may accompany the principal L -1 visa 
holder and attend school in the United 
States. Spouses of principal L -1 foreign 
nationals may seek employment in the 
United States for any employer without the 
need for separate sponsorship. 

Note: unlike the E -1 and E-2 visa categories 
discussed above, the L -1 visa is available to 
those of any nationality so long as they have been employed abroad by an affiliated 
company for at least one year in a qualifying capacity. 

Specialty Occupation Professionals 

The H-1B visa category is available to persons who will be employed in “specialty 
occupations.” Specialty occupations are defined by USCIS as occupations for which a 
bachelor’s degree or equivalent in a specific academic field of study is required to perform 
the job. The H -1B candidate must in turn possess at least a bachelor’s degree, or equivalent 
education and/or experience, in the specified field of study. 

The H-1B visa is one of the most sought -after U.S. employment visas, but it presents two 
key challenges for employers. Unlike other temporary U.S. work visas, the H -1B visa 
category is subject to an annual quota of 65,000, plus an additional 20,000 quota numbers 
for those holding a U.S. advanced degree. Each year, the demand for H -1B visas far 
exceeds the quota. This restricts the H -1B option for most of the year. Quota exemptions 
are available for certain nonprofits and existing H -1B visa holders, who may change 
employers during their H -1B tenure in the United States, subject to successful sponsorship 
by a subsequent employer sponsor. 

The H-1B visa program is also regulated by the U.S. Department of Labor (DOL), which 
requires employers to obtain approval of a “L abor Condition Application” (LCA) before filing 
an H-1B petition with USCIS. Among other things, the LCA requires employers to attest they 
will pay the H -1B worker competitive wages and provide notice to local U.S. employees of 
the H-1B sponsorship. DOL ma y investigate employers’ compliance with LCA attestations 
and violators may be subject to significant monetary penalties and debarment from the H -
1B and other immigration programs. 

The employer must have USCIS approval before the H -1B candidate can apply f or an H -1B 
visa at a U.S. consulate. USCIS processing is several months unless the employer pays for 
15-day Premium Processing. 
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N H-1B employment authorization is available for up to six years and may be granted in up to 
three -year increments. Extensions bey ond six years may be permitted where the worker is 
sponsored for U.S. permanent residency. 

Spouses and unmarried children under age 21 may accompany the principal H -1B visa 
holder to the United States and attend school. Spouses are not eligible for work 
authorization as dependents unless the principal H -1B employee is being sponsored for an 
employment -based green card and is well along in that process. 

Canadian and Mexican Professionals 

The TN visa category was created pursuant to the North America n Free Trade Agreement 
(NAFTA) and is now included in the recently negotiated U.S. -Mexico -Canada Agreement 
(USMCA). It permits certain Canadian and Mexican citizens to accept temporary 
employment in the United States. To qualify for TN classification, a U.S. employ er must be 
offering a temporary position in an occupation that is listed in the USMCA. The listed 
occupations generally require the individual to possess a bachelor’s degree (or a Canadian 
or Mexican degree that is equivalent to a U.S. bachelor’s degree) in a field related to the 
occupation. 

Canadians may apply for TN classification at a U.S. border crossing wit h a sponsorship 
letter from the U.S. employer and supporting documentation; they are not required to 
obtain a TN visa stamp at a U.S. consulate as Canadian citizens are generally exempt from 
the U.S. visa requirement. Citizens of Mexico must apply for a TN visa at a U.S. consulate 
before proceeding to the United States. 

TN employment authorization is granted in up to three -year increments with no limitation 
on the maximum period of stay. However, an individual in TN status must maintain the 
intent to remain in the U.S. temporarily. 

Spouses and unmarried children under age 21 may accompany the principal TN employee 
and attend school but are not eligible to work in the United States unless they obtain 
separate sponsorship. 

Persons of Extraordinary Ability 

The O-1 visa is available to individuals who can demonstrate “extraordinary ability” in the 
sciences, education, business, athletics, or the arts. USCIS regulations provide that these 
individuals are among the small percentage who have risen to the very top of their field of 
endeavor and have achieved national or international recognition for their achievements in 
their field. In addition to these overarching requirements, O -1 petitions must include 
evidence, including letters of reference, that meets at least three categories of evidence 
listed in the regulations. 
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N While the standard for the O -1 visa is high, 
one does not need to have a Nobel Prize or 
Olympic medal or be widely known to the 
public. Rather, evidence must show that the 
candidate is highly respec ted and 
distinguished within his or her specialized 
sphere of expertise. 

Employers must seek USCIS approval 
before a foreign national can apply for an 
O-1 visa. USCIS processing takes several months unless the employer pays for 15 -day 
Premium Processing. 

O-1 visas are initially granted for three years and then in one -year increments, with no 
limitation on the maximum period of stay. Spouses and unmarried children under age 21 
may accompany the principal O -1 visa holder and attend school but are not eligible to work 
in the United States unless they obtain separate sponsorship. 

Employment -Based U.S. Residency (the “Green Card”) 

A U.S. employer may sponsor an employee for U.S. residency and in some cases an 
employee may self -sponsor his or her green card application. In most cases, a residency 
application sponsored by a U.S. employer requires the DOL to certify that U.S. workers are 
not available for the sponsored role after the employer completes a U.S. labor market test. 
The labor market test requirement – known as PERM– requires employers to place ads in 
newspapers, publicize the job announcement on recruitment sites, and demonstrate that 
any U.S. applicants were considered for the role in good faith, but none met the employer’s 
minimum requirements. 

Exceptions to the labor market test requirement include foreign nationals who qualify as 
persons of extraordinary ability, outstanding professors or researchers, multinational 
executives and managers, those whose work serves the U.S. national interest, and 
residency applications made through the EB -5 investor program. 

Once DOL certifies the employer’s labor market test, or where the labor market test is 
waived, the employer (or the employee where self -sponsorship is permitted) must file a 
petition with USCIS seeking classification in one of five employment -based green card 
categories, often referred to as “EB” categories, i.e., “EB -1” through “EB-5.” Eligibility for the 
EB-1, EB-2, and EB-3 categories is generally based on the education, experience, and 
specia lized skills required for the sponsored role and possessed by the sponsored 
employee, among other factors. The EB -4 category comprises a broad range of foreign 
nationals, including certain religious workers, translators, and retirees of international 
organ izations, each with their own eligibility requirements. 
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N Finally, the EB -5 category is a special type of employment -based green card category 
designed for investors. To qualify for the EB -5 program, the investor must make an 
investment of personal funds in a new commercial enterprise or troubled business . The 
required investment is US$1. 05 million. However, if the business is in a rural area or a 
location designated by the U.S. government as a high unemployment area, or if the 
investment is made in a qualifying federal, state, or local infrastructure project, the 
required investment decreases to US$ 800,000. 

Once classified in the appropriate green card category, the employee and dependents can 
complete the green card p rocess by filing an application for residency status in the United 
States or by filing for an immigrant visa at a U.S. consulate. Because employment -based 
green cards are limited by an annual quota, some applicants, depending on their 
classification catego ry and country of birth, may need to wait many years before they can 
complete the process and become residents. As a result, the entire green card process can 
take as little as two years (sometimes less) to a decade or longer. 

Spouses and unmarried childr en under age 21 may apply for residency with the principal 
applicant in order to live, attend school, and work in the United States. 

Except for the EB -5 category, once an individual is granted employment -based U.S. 
permanent residency status, he or she an d eligible dependents may work for any U.S. 
employer and live in the United States indefinitely. In the case of EB -5 sponsorship, the 
investor and dependents are initially granted U.S. residency for two years. If the investment 
creates or preserves 10 jobs for U.S. workers within two years, then the investor and 
dependents may apply for indefinite residency. 

In order to preserve residency status, a permanent resident must maintain his or her 
primary residence in the United States and abide by all tax and o ther laws applicable to 
U.S. residents. 

Impact of COVID -19 on Cross -Border Travel to the U nited States 

As of April 2022 , the United States no longer imposes travel bans from countries/regions of 
the world with high COVID infection rates. As of June 12, 2022, and until further notice, 
international air travelers are no longer required to provide evidence of a negative COVID 
test as a condition for entry to the United States. However , foreign nationals traveling to 
the United States, with few exceptions, mus t also show proof they have been fully 
vaccinated against COVID-19. For current information on pandemic -related requirements 
for entry into the United States, please visit the Department of State’s website: COVID-19 
Testing Order Rescinded . 

The pandemic has also negatively affected visa processing at U.S. consulates abroad. The 
lifting of the travel bans has resulted in increased demand for visa appointments and many 
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N U.S. consulates do not have enough staff to handle the volume. This may result in 
exceptionally long wait times for appointments, dep ending on the consulate. It is crucial 
that visa applicants routinely check consular websites for earlier appointment slots that 
might become available and to learn a particular consulate’s policy with regard to 
requesting an expedited/emergency appointmen t and/or a waiver of the in -person 
interview requirement. 

Which Option Is Right for Your Organization? 

There is an array of immigration options for foreign investors and their employees. 
Choosing the right immigration pathway is an important decision that should be made with 
competent immigration counsel, preferably at the early planning stages of your U.S. 
venture. 

Please see the attached table, which summarizes the visa categories discussed above and 
provides additional hyperlinks to government websites. 
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N Visa Type Permitted 
Activities 

Prohibited 
Activities 

Eligibility 
Criteria 

Length of 
Stay 

Dependents Process and 
Timeframe 

Special 
Considerations 

B-1 
Business 
Visitor 

Visa Waiver 
Program 

Esta blish a n 
inve s tme nt  
a nd pla n for  
re loca t ion,  
including:  
•Incorpora t e  
a  bus ine ss  
•Ope n 
a ccount s  
•Se cure  
pre mise s  
•Se a rch for 
hous ing a nd 
schools  

• Dire ct , 
ma na ge , or  
provide 
se rvice s  t o  a  
U.S. bus ine ss  

• Re ce ive  
compe nsa t ion 
from a  U.S. 
e mploye r  

• At te nd school  

Must  ha ve  a  
re s ide nce  
out s ide  t he 
Unit e d St a t e s  
a nd int e nd to  
re ma in in  t he 
Unit e d St a t e s  
t e mpora rily a nd 
only for  
pe rmit t e d  
a ct ivit ie s . 

Up to  s ix  
months  with 
a  B-1 visa 
s t a mp, or up 
to  90 da ys 
unde r t he 
Visa  Wa ive r  
Progra m 
with 
a pprove d 
ESTA. 

Ye s , provide d 
the y will not 
e nga ge  in  
prohibit e d 
a ct ivit ie s  a nd 
the y me e t  
e ligibilit y 
crit e ria . 

Imme dia t e  if  
a lre a dy ha ve  B-1 
visa ; a  fe w da ys  t o  
se cure  online  ESTA 
a pprova l;  
Appointme nt  
wa it ing t ime s a t  U.S. 
consula t e  t o  a pply 
for B-1 visa s va ry 
gre a t ly.* 

While  a  s t a y of  
up to  6  months 
is  pe rmit t e d  
unde r t he  rule s  
for t hose with a  
visa , U.S. 
borde r office rs  
will t ypica lly 
only pe rmit  
e nt ry for a 
short e r pe riod,  
de pe nding on 
the  re a sons  for  
t he  vis it . 
Ent ra nt s  unde r  t he 
Visa  Wa ive r  
Progra m/ESTA will 
a lmos t  a lwa ys  be  
gra nt e d a  90-da y 
s t a y. 

E 
Treaty 
Trader/ 
Investor 

Inve s t  in ,  U.S. 
e mployme nt  
with a n 
orga niza t ion 
othe r t ha n the 
one  sponsoring 
the  E visa  
bus ine ss .  

The  U.S. bus ine ss  Visa  va lidit y 
va rie s  by 
count ry.  A 
two-ye a r  
s t a y is 
t ypica lly 
gra nt e d 
e a ch e nt ry, 
but  t he re  is  
no 
ma ximum 
pe riod of  
s t a y. 

Ye s . Spouse s  Qua lifying U.S. E-1 visa s  re quire 
dire ct , a nd/or  mus t  be  ma jorit y  a nd bus ine sse s  mus t  U.S. bus ine ss  t o  
ma na ge  a  U.S.  owne d by unma rrie d re que s t  e ligibilit y e nga ge  in  
bus ine ss  t ha t  cit ize ns  of a childre n from U.S. consula t e  in  subs t a nt ia l t ra de 
is  ma jorit y t re a ty count ry unde r a ge  21 orde r t o  support  E with t he  othe r  
owne d by a nd the  E visa  ma y visa  a pplica t ions . t re a ty s igna tory.  
cit ize ns  of a a pplica nt  mus t  a ccompa ny Once  e ligible , E-2 visa s re quire 
count ry with a lso be  a  cit ize n  principa l visa - qua lifie d cit ize ns  of a  subs t a nt ia l  
which the of t ha t  count ry.  holde r a nd t re a ty count ry ma y inve s tme nt  in  U.S.  
Unit e d St a t e s  The  a pplica nt  a t t e nd a pply for E visa s  a t  bus ine ss .  
ha s  a  mus t  a lso be school.  U.S. consula t e .  
comme rcia l e nt e ring the Spouse s  ca n Appointme nt  
t re a ty. Unit e d St a t e s  t o  a pply for  wa it ing t ime s a t  U.S. 

dire ct  a nd work consula t e  t o  a pply 
ma na ge  the  a uthoriza t ion. for E visa s va ry 
inve s tme nt  or  gre a t ly.* 
provide  e sse nt ia l  
skills . 

L-1 
Intracompany 
Transferee 

L-1A: 
Employme nt  
a s  e xe cut ive ,  
ma na ge r  for a 
U.S. e nt it y 
with fore ign 
a ffilia t e s 
L-1B: 
Employme nt  
ba se d on 
spe cia lize d 
knowle dge for 
a  U.S. e nt it y 
with fore ign 
a ffilia t e s 

U.S. 
e mployme nt  
othe r t ha n with 
sponsoring L-1 
orga niza t ion 

Must  be 
e mploye d 
out s ide  U.S. for  
a t  le a s t  one  ye a r  
in  a n e xe cut ive ,  
ma na ge ria l, or  
spe cia lize d 
knowle dge 
ca pa city for a  
pa re nt ,  
subs idia ry,  
a ffilia t e , or 
bra nch of U.S.  
e nt it y.  

Up to  7  
ye a rs  if U.S. 
role  is 
e xe cut ive  or  
ma na ge ria l  
(L-1A) 
Up to  5  
ye a rs  if U.S. 
role  is 
spe cia lize d 
knowle dge 
(L-1B) 

Ye s . Spouse s  
a nd 
unma rrie d 
childre n 
unde r a ge  21 
ma y 
a ccompa ny 
the  principa l  
visa -holde r  
a nd a t t e nd 
school.  
Spouse s  ma y  
se e k  
e mployme nt . 

USCIS a pprova l  
re quire d be fore  
a pplying for visa  
unle ss  e mploye r ha s  
a n a pprove d “bla nket” 
pe t it ion cove ring the 
U.S. a nd fore ign 
e mploye rs . USCIS 
proce ss ing is  se ve ra l  
months  unle ss  
e mploye r pa ys  for  
two-we e k Pre mium  
Proce ss ing. 
Appointme nt  wa it ing 
t ime s  a t  U.S. 
consula t e s t o  a pply 
for L-1 visa s va ry 
gre a t ly.* 

Ne wly e s t a blishe d  
U.S. bus ine sse s  
ma y sponsor  
fore ign e mploye e s 
for L-1 visa s , but  
work a uthoriza t ion 
is  init ia lly gra nt e d 
for one  ye a r, t he n 
sponsorship mus t  
be  re ne we d with 
e vide nce  of  
cont inue d 
bus ine ss  via bilit y. 
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https://www.uscis.gov/working-united-states/temporary-visitors-business/b-1-temporary-business-visitor
https://www.uscis.gov/working-united-states/temporary-visitors-business/b-1-temporary-business-visitor
https://travel.state.gov/content/travel/en/us-visas/tourism-visit/visa-waiver-program.html
https://travel.state.gov/content/travel/en/us-visas/tourism-visit/visa-waiver-program.html
https://travel.state.gov/content/travel/en/us-visas/tourism-visit/visa-waiver-program.html
https://travel.state.gov/content/travel/en/us-visas/tourism-visit/visa-waiver-program.html
https://travel.state.gov/content/travel/en/us-visas/tourism-visit/visa-waiver-program.html
https://esta.cbp.dhs.gov/
https://travel.state.gov/content/travel/en/us-visas/visa-information-resources/wait-times.html
https://travel.state.gov/content/travel/en/us-visas/visa-information-resources/wait-times.html
https://travel.state.gov/content/travel/en/us-visas/tourism-visit/visa-waiver-program.html
https://travel.state.gov/content/travel/en/us-visas/tourism-visit/visa-waiver-program.html
https://travel.state.gov/content/travel/en/us-visas/visa-information-resources/fees/treaty.html
https://travel.state.gov/content/travel/en/us-visas/visa-information-resources/fees/treaty.html
https://travel.state.gov/content/travel/en/us-visas/visa-information-resources/fees/treaty.html
https://travel.state.gov/content/travel/en/us-visas/visa-information-resources/fees/treaty.html
https://travel.state.gov/content/travel/en/us-visas/visa-information-resources/fees/treaty.html
https://travel.state.gov/content/travel/en/us-visas/visa-information-resources/fees/treaty.html
https://travel.state.gov/content/travel/en/us-visas/visa-information-resources/fees/treaty.html
https://travel.state.gov/content/travel/en/us-visas/visa-information-resources/wait-times.html
https://travel.state.gov/content/travel/en/us-visas/visa-information-resources/wait-times.html
https://www.uscis.gov/working-united-states/temporary-workers/e-1-treaty-traders
https://www.uscis.gov/working-united-states/temporary-workers/e-2-treaty-investors
https://www.uscis.gov/working-united-states/temporary-workers/e-2-treaty-investors
https://www.uscis.gov/working-united-states/temporary-workers/l-1a-intracompany-transferee-executive-or-manager
https://www.uscis.gov/working-united-states/temporary-workers/l-1a-intracompany-transferee-executive-or-manager
https://www.uscis.gov/working-united-states/temporary-workers/l-1b-intracompany-transferee-specialized-knowledge
https://www.uscis.gov/working-united-states/temporary-workers/l-1b-intracompany-transferee-specialized-knowledge
https://www.uscis.gov/working-united-states/temporary-workers/l-1a-intracompany-transferee-executive-or-manager
https://www.uscis.gov/working-united-states/temporary-workers/l-1b-intracompany-transferee-specialized-knowledge
https://www.uscis.gov/i-129s
https://www.uscis.gov/i-129s
https://www.uscis.gov/forms/how-do-i-request-premium-processing
https://www.uscis.gov/forms/how-do-i-request-premium-processing
https://travel.state.gov/content/travel/en/us-visas/visa-information-resources/wait-times.html
https://travel.state.gov/content/travel/en/us-visas/visa-information-resources/wait-times.html
https://travel.state.gov/content/travel/en/us-visas/visa-information-resources/wait-times.html
https://travel.state.gov/content/travel/en/us-visas/visa-information-resources/wait-times.html
https://www.uscis.gov/working-united-states/temporary-workers/l-1a-intracompany-transferee-executive-or-manager
https://www.uscis.gov/working-united-states/temporary-workers/l-1b-intracompany-transferee-specialized-knowledge
https://www.uscis.gov/working-united-states/temporary-workers/l-1b-intracompany-transferee-specialized-knowledge
https://www.uscis.gov/working-united-states/temporary-workers/l-1b-intracompany-transferee-specialized-knowledge
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N Visa Type Permitted 
Activities 

Prohibited 
Activities 

Eligibility 
Criteria 

Length of 
Stay 

Dependents Process and 
Timeframe 

Special 
Considerations 

H-1B 
Professionals 

Employment 
by U.S. 
sponsor in a 
“specialty 
occupation” . 

U.S. 
employment 
other than with 
sponsoring H -1B 
employer. 

The U.S. job must 
require, and the 
foreign worker 
must possess, at 
least a bachelor’s 
degree or 
equivalent in a 
particular and 
closely related 
course of study . 

Up to six 
years. 
Extensions 
beyond six 
years may 
be 
permitted 
where 
worker is 
sponsored 
for U.S. 
residency. 

Yes. Spouses 
and 
unmarried 
children under 
age 21 may 
accompany 
the principal 
visa holder 
and attend 
school. 
Spouses can 
apply for work 
authorization 
in certain 
circumstances. 

USCIS approval 
required prior to visa 
application. USCIS 
processing is several 
months unless 
employer pays for 
two -week Premium 
Processing . 
Appointment waiting 
times at U.S. 
consulate to apply for 
H-1B visa s vary 
greatly .* 

An annual quota 
restric ts H-1B 
option for most of 
the year. Quota 
exceptions for 
certain nonprofits 
and existing H -1B 
workers may 
apply. Regulated 
by the U.S. 
Department of 
Labor, which 
requires payment 
of competitive 
wages and notice 
of sponsorship to 
local U.S. 
employees . 

TN 
Professionals 

Employment 
by a U.S. 
sponsor in an 
occupation 
specified in 
USMCA. 

U.S. 
employment 
other than with 
sponsorin g TN 
employer. 

Citizens of 
Canada and 
Mexico. U.S. job 
must match 
occupation on 
USMCA list. Must 
have education 
and/or 
experience 
required for 
occupation by 
USMCA, which is 
typically a 
bachelor’s 
degree or foreign 
equivalent 
degree. 

Up to three -
year 
increments. 
No 
maximum 
period of 
stay. 
Must have 
intent to 
stay in the 
United 
States 
temporarily. 

Yes. Spouses 
and 
unmarried 
children 
under age 21 
may 
accompany 
the principal 
visa holder 
and attend 
school but 
may not work 
as 
dependents . 

Canadians apply at 
U.S. border with 
sponsorship letter 
from U.S. employer 
and supporting 
documentation. 
Citizens of Mexico 
must apply for a TN 
visa at U.S. consulate. 
Appointment waiting 
times at U.S. 
consulate to apply for 
TN visas vary greatly .* 

Dependents do not 
need to be citizens 
of Canada or 
Mexico, but 
dependents must 
apply for a visa 
unless they are 
citizens of Canada. 

O-1 
Persons of 
Extraordinary 
Ability 

Employment 
by a U.S. 
sponsor in job 
related to 
expertise. 

U.S. 
employment 
other than with 
the sponsoring 
O-1 employer. 

Individuals who 
are nationally or 
internationally 
renowned and 
acclaimed for 
achievements in 
their field. 

Initially for 
three years, 
and then in 
one -year 
increments. 
No 
maximum 
stay. 

Yes. Spouses 
and 
unmarried 
children 
under age 21 
may 
accompany 
the principal 
visa holder 
and attend 
school but 
may not work 
as 
dependents. 

USCIS approval 
required prior to visa 
application. USCIS 
processing is several 
months unless 
employer pays for 
two -week Premium 
Processing . 
Appointment waiting 
times at U.S. 
consulate to apply 
for O -1 visa s vary 
greatly .* 

Substantial 
evidence required, 
including letters of 
reference, as well 
as other specific 
evidence required 
by regulation. 
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https://www.uscis.gov/working-united-states/temporary-workers/h-1b-specialty-occupations-dod-cooperative-research-and-development-project-workers-and-fashion-models
https://www.uscis.gov/working-united-states/temporary-workers/h-1b-specialty-occupations-dod-cooperative-research-and-development-project-workers-and-fashion-models
https://www.uscis.gov/working-united-states/temporary-workers/h-1b-specialty-occupations-dod-cooperative-research-and-development-project-workers-and-fashion-models
https://www.uscis.gov/forms/how-do-i-request-premium-processing
https://www.uscis.gov/forms/how-do-i-request-premium-processing
https://travel.state.gov/content/travel/en/us-visas/visa-information-resources/wait-times.html
https://travel.state.gov/content/travel/en/us-visas/visa-information-resources/wait-times.html
https://www.ecfr.gov/current/title-8/chapter-I/subchapter-B/part-214/section-214.6
https://www.ecfr.gov/current/title-8/chapter-I/subchapter-B/part-214/section-214.6
https://www.ecfr.gov/current/title-8/chapter-I/subchapter-B/part-214/section-214.6
https://travel.state.gov/content/travel/en/us-visas/visa-information-resources/wait-times.html
https://travel.state.gov/content/travel/en/us-visas/visa-information-resources/wait-times.html
https://www.uscis.gov/working-united-states/temporary-workers/o-1-visa-individuals-extraordinary-ability-or-achievement
https://www.uscis.gov/working-united-states/temporary-workers/o-1-visa-individuals-extraordinary-ability-or-achievement
https://www.uscis.gov/working-united-states/temporary-workers/o-1-visa-individuals-extraordinary-ability-or-achievement
https://www.uscis.gov/forms/how-do-i-request-premium-processing
https://www.uscis.gov/forms/how-do-i-request-premium-processing
https://travel.state.gov/content/travel/en/us-visas/visa-information-resources/wait-times.html
https://travel.state.gov/content/travel/en/us-visas/visa-information-resources/wait-times.html
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N Visa Type Permitted 
Activities 

Prohibited 
Activities 

Eligibility 
Criteria 

Length of 
Stay 

Dependents Process and 
Timeframe 

Special 
Considerations 

U.S. residency 
(the “green 
card”), other 
than the EB -5 
Investor 
Program 

Live  a nd work 
in  t he  U.S. 
inde finit e ly. 
Ma y work for 
a ny U.S. 
e mploye r  
once 
re s ide ncy is 
gra nt e d.  

Fa ilure  t o 
ma int a in 
prima ry 
re s ide nce  in  t he 
Unit e d St a t e s .  
Viola t ion of t a x 
a nd othe r la ws 
a pplica ble  t o  
U.S. re s ide nt s . 

A U.S. e mploye r  Inde finit e .  
sponsor a nd 
la bor ma rke t  t e s t  
a re  ge ne ra lly  
re quire d, unle ss  
t he  la bor ma rke t  
t e s t  is  wa ive d.  
Employe e  a nd 
sponsore d job 
mus t  a lso me e t  
re quire me nt s  for  
sponsorship 
ca t e gory, ba se d 
on e duca t ion,  
e xpe rie nce , a nd  
skills . 

Ye s . Spouse s  
a nd 
unma rrie d 
childre n 
unde r a ge  21 
ma y a pply for 
re s ide ncy a nd 
a lso live  a nd 
work in  t he 
Unit e d St a t e s  
inde finit e ly. 

U.S. De pa rtme nt  of  
La bor a pprove s la bor  
ma rke t  t e s t , unle ss  
wa ive d. File 
immigra nt pe t it ion in 
prope r gre e n ca rd 
ca t e gory ba se d on 
e duca t ion,  
e xpe rie nce , a nd skills .  
Employe e  a nd 
de pe nde nt s  ca n the n 
file  t o comple t e  t he 
U.S. re s ide ncy 
proce ss . One - to two-
ye a r proce ss ing.  
De pe nding on count ry 
of birt h  a nd 
sponsorship ca t e gory,  
a nnua l quota  ma y 
de la y ca se  by se ve ra l  
ye a rs .  

La bor ma rke t  t e s t  
is  wa ive d for 
pe rsons  of  
e xt ra ordina ry 
a bilit y, out s t a nding 
profe ssors  a nd 
re se a rche rs ,  
ce rt a in  
mult ina t iona l 
ma na ge rs  a nd 
e xe cut ive s , a nd  
those  working in  
t he  na t iona l  
int e re s t . The  EB-5 
inve s tor progra m 
a lso doe s  not  
re quire  a  la bor  
ma rke t  t e s t . Se e  
be low.  

U.S. residency 
(the “green 
card”): the EB -
5 Investor 
Program 

Live a nd work 
in  t he  U.S. 
inde finit e ly. 

Fa ilure  t o 
ma int a in 
prima ry 
re s ide nce  in  t he 
Unit e d St a t e s .  
Viola t ion of t a x 
a nd othe r la ws 
a pplica ble  t o  
U.S. re s ide nt s . 

Inve s tme nt  of  Re s ide ncy 
gra nt e d 
condit iona lly  
for 2  ye a rs ,  
t he n 
inde finit e ly 
once ce rt a in  
crit e ria  a re  
me t . 

Ye s . Spouse s  File  pe t it ion with Some  EB-5 
inve s tme nt s  ca n be 
ma de  through 
gove rnme nt -
a pprove d Re giona l  
Ce nte rs  t ha t  
sponsor EB-5 
ca pit a l inve s tme nt  
proje ct s . 

pe rsona l funds in a nd USCIS to  e s t a blish 
a  ne w  unma rrie d e ligibilit y a nd 
comme rcia l childre n a pply for  
e nt e rprise  or unde r a ge  21 re s ide ncy s t a tus ,  
t rouble d ma y a pply for which is  gra nt e d 
bus ine ss .  re s ide ncy a nd condit iona lly  for 
Re quire d a lso live  a nd two ye a rs . If t he  
inve s tme nt  is  work in  t he inve s tme nt  
US$1.05 million, Unit e d St a t e s  cre a t e s  or  
or US$800,000 condit iona lly  pre se rve s  10 jobs 
whe re  t he  a nd the n for U.S. worke rs 
bus ine ss  is  in  a  inde finit e ly. within two ye a rs ,  
de s igna t e d rura l t he inve s tor  ma y  
or high a pply for 
une mployme nt  inde finit e 
a re a , or t he  re s ide ncy, subje ct  
inve s tme nt  is  t o  a n a nnua l  
ma de  in  a  quota .  
qua lifying 
fe de ra l, s t a t e , or  
loca l 
infra s t ructure 
proje ct . 

* Du e to  COVID-19, wait t im es  a t m an y U.S. co n su lates  aro u n d  th e wo r ld  m ay b e lo n ger  th an  u su al as th e  
co n su lates  face  in creasin g d em an d  fo r  visas. It  is cru cial th at visa  ap p lican ts ch eck  co n su lar  web sites  ro u tin ely  
fo r  ear lier  ap p o in tm en t slo ts th at m igh t b eco m e  availab le  an d  to  learn  a  p ar ticu lar  co n su late’s p o licy with  
r egard  to  r eq u estin g an  exp ed ited /em ergen cy  ap p o in tm en t. 

25 

https://www.foreignlaborcert.doleta.gov/perm.cfm
https://www.foreignlaborcert.doleta.gov/perm.cfm
https://www.foreignlaborcert.doleta.gov/perm.cfm
https://www.foreignlaborcert.doleta.gov/perm.cfm
https://www.foreignlaborcert.doleta.gov/perm.cfm
https://www.uscis.gov/forms/petition-filing-and-processing-procedures-form-i-140-immigrant-petition-alien-worker
https://www.uscis.gov/forms/petition-filing-and-processing-procedures-form-i-140-immigrant-petition-alien-worker
https://www.foreignlaborcert.doleta.gov/perm.cfm
https://www.foreignlaborcert.doleta.gov/perm.cfm
https://www.foreignlaborcert.doleta.gov/perm.cfm
https://www.uscis.gov/forms/petition-filing-and-processing-procedures-form-i-140-immigrant-petition-alien-worker
https://www.uscis.gov/forms/petition-filing-and-processing-procedures-form-i-140-immigrant-petition-alien-worker
https://www.uscis.gov/forms/petition-filing-and-processing-procedures-form-i-140-immigrant-petition-alien-worker
https://www.uscis.gov/greencard/adjustment-of-status
https://www.uscis.gov/greencard/adjustment-of-status
https://www.uscis.gov/greencard/adjustment-of-status
https://www.uscis.gov/working-united-states/permanent-workers/employment-based-immigration-fifth-preference-eb-5/eb-5-investors
https://www.uscis.gov/working-united-states/permanent-workers/employment-based-immigration-fifth-preference-eb-5/eb-5-investors
https://www.uscis.gov/working-united-states/permanent-workers/employment-based-immigration-fifth-preference-eb-5/eb-5-investors
https://www.uscis.gov/working-united-states/permanent-workers/employment-based-immigration-fifth-preference-eb-5/eb-5-investors
https://www.uscis.gov/working-united-states/permanent-workers/employment-based-immigration-fifth-preference-eb-5/eb-5-investors
https://www.uscis.gov/working-united-states/permanent-workers/employment-based-immigration-fifth-preference-eb-5/eb-5-immigrant-investor-regional-centers
https://www.uscis.gov/working-united-states/permanent-workers/employment-based-immigration-fifth-preference-eb-5/eb-5-immigrant-investor-regional-centers
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N Glossary 

Adjustment of Status (AOS): An option for the final stage of the permanent residence 
process. The AOS application, Form I -485, can be filed with USCIS if the priority date is 
current and certain other requirements are met. 

B-1 Business Visitor: Visa category for business visitors to the United States. The B -1 visa 
does not confer the ability to work and B -1 visa holders cannot receive compensation from 
a U.S. source or work on a project where services are being billed to a client. Business 
visitors from certain countries can enter th e United States without a B -1 visa stamp under 
the Visa Waiver Program (VWP); these individuals are admitted for a maximum of 90 days 
and are not eligible for extensions of their status except in extremely limited 
circumstances. B -1 visitors who have visa stamps in their passports can be admitted for up 
to six months and are eligible for extensions of their status. 

B-2 Tourist Visitor: Visa category for tourists visiting the United States. Tourists from some 
countries are able to enter the U.S. without a B -2 visa stamp under the Visa Waiver 
Program (VWP); these individuals are admitted for a maximum of 90 days and are not 
eligible for extensions of their status except in extremely limited circumstances. B -2 visitors 
who have visa stamps in their passports ca n be admitted for up to six months and are 
eligible for extensions of their status. 

Department of Labor (DOL): U.S. federal agency that includes the Office of Foreign Labor 
Certification, which oversees prevailing wage determinations, Labor Condition Appli cations 
(LCAs), and labor certifications/PERM. 

Green Card: The informal name for the Permanent Resident Card, which is evidence that 
an individual has been granted status to live and work in the United States indefinitely. 

H-1B: Visa category for temporary workers engaged in an occupation which requires the 
theoretical and practical application of a body of highly specialized knowledge and the 
attainment of a bachelor's or higher degree in the specific field for entry into the 
occupation. Maximum p eriod of stay is six years, with certain exceptions. 

H-4: Visa category for spouses and unmarried children under 21 years of age who are 
accompanying H -1B visa holders. H -4s are not eligible for work authorization except in 
limited circumstances. 

I-129 Form: Form I-129, Petition for a Nonimmigrant Worker, is the government form filed 
by the employer with USCIS to request E, H, L, O, or TN visa classification on behalf of a 
foreign national. 

I-140 Form: Form I-140, Immigrant Petition for Alien Worker, is a g overnment form filed by 
an employer with USCIS in U.S. permanent residency cases. The filing of this form is the 
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N second stage of the permanent residence process for employment -based cases requiring 
PERM and the first stage where PERM is not required. 

I-485 Form: Form I-485, Application to Register Permanent Residence or Adjust Status, is 
the government form filed with USCIS by a foreign national who is in the United States and 
seeks to finalize the permanent residence process. 

L-1: Visa category for an Intr acompany Transferee. The employee must have worked 
outside the United States for at least one year for a parent, subsidiary, affiliate, or branch 
office of the U.S. employer in a specialized knowledge (L -1B), or executive or managerial (L -
1A) capacity. Ind ividual L -1 petitions are submitted to USCIS in the United States for 
adjudication and approval before the visa stamp can be issued. This is in contrast to the 
Blanket L procedure where the application is submitted directly to the U.S. Consulate 
abroad. Ma ximum period of stay is five years (L -1B) or seven years (L -1A). 

L-2: Visa category for spouses and unmarried children under 21 years of age who are 
accompanying L -1 visa holders. L -2 spouses may apply for work authorization. 

Labor Certification: A certifi cation by the U.S. Department of Labor (DOL) that there is no 
able, willing, qualified , and available American worker (generally, this means a U.S. citizen 
or lawful permanent resident) available for a particular position, in a particular geographic 
area, at a prevailing wage. The labor certification relates to a particular position, not an 
employee. In order to obtain an approved labor certification, the employer must show that 
it tested the local job market and made a good faith effort to recruit for the position, and 
that employment of a foreign national employee does not adversely affect the wages or 
working conditions of similarly employed U.S. workers. 

Labor Condition Application (LCA): The LCA is a prerequisite to filing an E -3, H-1B or H-
1B1 petition. In the LCA, the employer attests to certain wage, working conditions, and 
notice obli gations. The LCA must be approved by the U.S. Department of Labor (DOL). 

Lawful Permanent Resident (LPR): A person who has been granted authorization to live 
and work in the United States on an indefinite basis. Also known as an immigrant, green 
card holde r, or permanent resident. 

O-1: Visa category for a Person of Extraordinary Ability. U.S. employers may sponsor 
foreign nationals for O -1 employment for an initial period of three years, and then in one -
year increments. 

Passport: Travel and identity docume nt issued to foreign nationals by their country of 
citizenship. Must be unexpired in order to enter the United States. The U.S. Consulate will 
place nonimmigrant visa stamps in the foreign national's passport. The passport must be 
valid for at least 6 mont hs at the time of entry. 
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N Program Electronic Review Management (PERM): The attestation and audit system 
under which employers obtain permanent labor certification for certain employment -
based immigrant cases. Under PERM, employers conduct recruitment and ad vertising 
before filing a labor certification application. Applications are submitted electronically or by 
mail and are subject to audit by Certifying Officers of the Department of Labor. 

Permanent Residence: A legal status that permits an individual to li ve and work in the 
United States indefinitely. When this legal status is granted, the government issues a 
Permanent Resident Card, often referred to informally as a “green card.” 

Port of Entry (POE): The port of entry is the air, land , or sea port through which the foreign 
national travels to the United States. 

Priority Date: The date a U.S. employer files a PERM application with DOL on behalf of a 
foreign national. Where a PERM application is not required, then the date Form I -140 is 
filed with USCIS. This date secures a place in the queue for the foreign national under the 
green card quota system. 

United States Citizenship and Immigration Services (USCIS): USCIS is the agency that 
processes applications and petitions for immigration benefits. Formerly know n as the 
Bureau of Citizenship and Immigration Services (BCIS) and the Immigration and 
Naturalization Service (INS). 

Visa Stamp: This is the stamp embossed in a foreign national's passport by a U.S. 
consulate abroad, which indicates the foreign national's specific visa category. In order to 
enter the U.S., most foreign nationals must have a currently valid visa stamp in their 
passport (except Canadian citizens and persons entering in B -1/B-2 status under the visa 
waiver program). A foreign national who pres ents a visa stamp to the inspector at the port -
of-entry may be admitted in that visa category and be issued an entry/departure record, 
Form I-94, showing the immigration status and length of time allowed to stay in the U.S. 

Visa Waiver Program (VWP): The VWP permits citizens of designated countries to apply 
for admission to the United States for 90 days or less as nonimmigrant visitors for business 
or tourism without first obtaining a B -1 or B-2 visa stamp from a U.S. Consulate. Visits are 
generally short -term and, with very limited exceptions, cannot involve employment in the 
U.S. or the undertaking of an academic study program. 
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N About Fragomen 

Fragomen is a leading firm dedicated to immigration services worldwide. The firm has 
more than 4, 900 professional s and staff —including over 6 75 lawyers and equivalent 
professionals —in 55+ offices located in the Americas, Asia Pacific and EMEA. Each location 
is established either as a law firm or an immigration consultancy, in accordance with 
applicable local laws and regulations. In total, Fragomen offers support in more than 170 
countries. 

Fragomen’s professionals are respected thought leaders in the immigration field, as 
recognized year after year by Chambers, Best Lawyers and Who’s Who. They contribute to 
conferen ces and seminars around the world, and author books and other publications that 
are relied on as standard references by other immigration professionals. Many of 
Fragomen’s professionals have prior experience working in government agencies and in -
house corp orate immigration departments, allowing Fragomen to advance strategies for 
world -class immigration program management. 

Fragomen is structured to support all aspects of global immigration, including strategic 
planning, efficiency, quality management, compl iance, government relations, reporting, 
and case management and processing. These capabilities allow the firm to represent a 
broad range of companies, organizations , and individuals, working in partnership with 
clients to facilitate the transfer of employe es worldwide. For detailed information about 
Fragomen, please visit www.fragomen.com . 

Disclaimer 

This chapter was prepared by Andrew Greenfield with Fragomen, Del Rey, Bernsen & 
Loewy, LLP.Views expressed in this chapter are the author’s own, not that of the 
International Trade Administration. This chapter does not constitute legal advice. Readers 
interested in investing in the United States should consult legal counsel. 
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Choosing the right type of business 
structure is a critical first step for 
foreign persons planning to conduct 

business in the United States. There are 
several types of entities available, each with 
its own unique benefits and limitations. The 
“right” choice depends on a foreign per son’s 
specific interests and needs. There is no 
“one -size fits -all” structure. The purpose of 
this chapter is to provide a high -level 
comparison of some common business structures used by foreign persons to conduct their 
U.S. operations and what impact tha t structure might have on the company’s business and 
financing opportunities. 

I. General Considerations 

(1) Citizenship/Residency Requirements 

The procedure for a foreign person (be that a foreign entity or foreign individual) to 
establish and form a business entity in the United States is essentially the same as it is for a 
U.S. person. U.S. citizenship, permanent residency (also known as a green card), or a work 
visa are not required in order for foreign persons to be owners of a U.S. business entity , 
nor are they required in order for a foreign individual to serve on the board of directors of 
a corporation in the United States. However, it should be noted that simply being an 
owner, stockholder, board member, or employee of a U.S. business entity doe s not in itself 
permit a foreign individual to work in the United States. There are very specific immigration 
and customs requirements that apply to non -U.S. citizens who wish to work and earn 
income in the United States. These requirements are not covered in this chapter (please 
refer to the Immigration Chapter for more information), but they should be investigated 
fully in connection with any plan by a foreign person to establish a U.S. business operation. 

(2) Formation Timing and Disclosure Requirements 

Once the appropriate type of entity has been determined, it must be formed. The 
appropriate jurisdiction of formation is a factor that must be carefully considered. There 
are 50 states, one federal district, and five territories in the United States. Each has its own 
rules and regulations regarding business entity formation. The approach of most states has 
been to make the incorporation or formation process as simple and streamlined as 
possible. In many cases, an entity can be formed in just a few days, and sometimes even 
the same day, depending on its complexity and the jurisdiction in which it is being 
established. 
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The information required by most states to be disclosed publicly by a company in its 
formation documents is quite limited and wil l generally include: (i) the name of the 
company, (ii) the names and addresses of its officers and directors, (iii) the location of the 
company’s registered office, and (iv) in some cases, a summary of the total number and 
classes of shares (or units) issu ed. Unlike many foreign jurisdictions, where detailed 
stockholder information is required to be filed and maintained in companies houses or 
other public registries, details of stockholdings are not generally required to be disclosed 
publicly by private (no n-public) companies in the United States. It should be noted, 
however, that, apart from the relatively minimal disclosure requirements of most states as 
they relate to the formation and maintenance of a business entity in that state, foreign 
owners of U.S. businesses may be subject to other state or federal disclosure and filing 
requirements depending on the classification of business they operate; the types of 
products they manufacture, distribute, or sell; and the percentage of the U.S. entity that is 
own ed or controlled by foreign persons. This is particularly applicable to businesses 
operating in the agricultural, banking, communications, defense, energy, and 
transportation industries. 

(3) Cost of Formation 

(a) Filing Fees (State of Formation) . Th e  fe e s  ch a rge d b y a  ju risd iction  for  th e  filin g  a n d  
a cce p ta n ce  of a  b u s in ess  e ntity form e d  in th a t ju risd iction  ge n e ra lly ra n ge  from  a fe w  
h u n d re d  to a  fe w th ou sa n d  d olla rs , d e p e n d in g on  th e  ju risd iction  a n d  th e  typ e  of  
b u s in e ss  s tru ctu re  b e in g form e d . In  a d d ition , a ll s ta te s  re q u ire  e n titie s  form e d  or  
q u a lified  in th a t s tate  to file a n  a n nu al re port (or  its  e q uiva len t) e a ch  ye ar  to u p d ate  th e  
in form a tion  on  re cord  for  th a t e n tity a n d  to m a in ta in  th e  e n tity in  good  s ta n d in g. A  
re la tive ly sm all a n nu a l fe e  (ge ne ra lly b e twe e n $100 a n d $500) is  cha rge d for  th is a n nual 
u p d a te . Som e  s ta tes  ca lculate  th is  a nn ua l fe e  for  corp orations  b ase d on  th e  n u m b e r  of  
sh a re s  th a t h a ve  b e e n  a u th orize d  to b e  is su e d  b y th e  com p a n y. For com p a n ie s  th a t  
h a ve  a u th orize d  la rge  n u m b e rs  of sh a re s , th is  ca lcu la tion  ca n  re su lt in  s ign ifica n t 
a n n u a l fe e s. Th us , it is im p orta n t for  com p a n ie s  form e d  in  th e se  ju risd iction s  to ta ke  
th is  in to con s id e ra tion  wh e n  d e te rm in in g sh a re  s tru ctu re  a n d  ca p ita liza tion .  

(b) Filing Fees (Other States) . Wh e n ca lcu la tin g form a tion  a n d  m a in te n a n ce  cos ts  for  
U.S. e n titie s , it is a lso im porta nt to con s id e r  n ot on ly th e  ju risd iction  wh e re  th e  e n tity 
will b e  in corp ora te d , b u t a lso wh e th e r it will b e  ca rryin g on  b u s in e ss  in  oth e r  
ju risd iction s . For a  com p a n y re giste ring its b u sine ss  in  on e  s ta te  wh ile  m a in ta in in g its 
a ctu a l b u s in ess op e ra tion s in  oth e r s ta tes , th is com p a ny wou ld  b e  re q u ire d  to file  a s  a  
“fore ign ” e n tity in  th ose  oth e r  s ta te s  (“fore ign ” m e a n in g it is  n ot origin a lly form e d  in 
th ose  oth e r  s ta te s ). Ea ch  such oth e r  s ta te will ch a rge  th e  com p a n y a n  a p p lica tion  fe e  
a n d  a n n u a l re p ortin g fe e s  (u su a lly a  fe w h u n d re d  d olla rs  p e r  ye a r). Th e  sp e cific  
d e fin ition of “ca rrying on  b u sine ss” d iffers  b etwe en  jurisdictions , b u t ge n e ra lly, e n titie s 
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will be deemed to be carrying on busine ss in a state if they have an office in the state, 
hold assets in the state, employ significant numbers or types of employees in the state, 
or engage in the construction of structures in the state. 

(c) Registered Agent Fees . Com p a n ie s  a re  a lso re q u ire d  to a p p oin t a n d  re ta in  a  
re gis te re d a ge nt in a n y s ta te in  which  th ey con d uct b us ine ss. Th e role  of th e re gis te re d 
a ge n t is  to a cce p t se rvice  of le gal p roce ss, su ch a s  la wsuits or  oth e r  le ga l d ocu m en ts, on  
b e h a lf of th e  com p a ny in  tha t s ta te . If th e com p a ny h a s a  p h ys ical a dd re ss or  office  in  a  
s ta te , in  m os t ca se s  it is  p erm itte d to u se  th a t a dd re ss  a s  its  re s id e n t  a ge n t  a d d re ss  in  
th e  s ta te . If a  com p a n y d oe s n ot h a ve  a  p hys ica l a d dre ss  in a  s ta te  whe re it is  re gistered  
to d o b u s in e ss, it will n e e d to a p p oint a  th ird -pa rty to a ct a s  its  re gis te re d  a ge n t in  th a t  
s ta te . Th e re  a re a  n u m be r of re gion a l a n d n a tion a l corp ora te  se rvice s  com p a n ie s  th a t  
a ct in  th is  ca p acity. The  cos t ra nges  b e twe e n $100 a n d $350 p e r  ye ar for th is se rvice in 
m os t ca se s .  

II. Types of Busine ss Structures 

(1) Corporation 

A corp ora tion  is a n  e n tirely se pa ra te  a n d  d is tin ct b u s in e ss  e n tity from  its  own e rs , wh ose  
own e rsh ip  is re p re se n te d  b y sha re s  of s tock in  th e corp oration (h e n ce  th e y a re  a lso  kn own  
a s  “s tockh old e rs” or  “sh a reh old e rs”). A corp ora tion  m a y h ave  a  sole  sha reh olde r, a  fe w, or  a  
la rge  n u m b e r of sh a re h old e rs . Corp ora tion s  m a y issu e  d iffe re n t cla sse s  of sh a re s  a n d  
d e s ign a te d iffe re n t se rie s  of sh are s within a  cla ss , th e re b y a llowin g a  corp ora tion  to gra n t  
d iffe re n t r igh ts  to d iffe re n t sh a re h old e rs .  

Corp ora tion s  a re  cre a te d  a n d  re gu la te d  b y th e  corp ora te  la ws  of th e ir  s ta te  of  
in corp ora tion  a s  we ll a s  corp ora te  la ws  (b oth  s ta tu tory a n d  com m on -la w) in  a n y oth e r  
ju risd iction s  in  wh ich  th e y a re  q u a lifie d  to con d u ct b u s in e ss .  

Th e  d a y-to-d ay a ctivitie s of a  corp ora tion  a re  m a n a ge d  b y office rs  wh o a re  a p p oin te d  b y  
th e  b oa rd  of d ire ctors, th e  m e m be rs of wh ich a re  e le cte d  b y sha re h old ers  to ove rse e  th e ir  
in te re s ts  a s  own ers of th e  corp ora tion . In  e ssen ce , th e  sh are h old e rs  own  th e  corp ora tion ;  
th e  b oa rd  of d ire ctors  is  e le cte d  to ove rse e  th e  op e ra tion  of th e  corp ora tion  for  th e  
sh a re h old ers ; a n d  th e  office rs  a re  th e  op e rators  of th e  corp ora tion . Both  th e  office rs  a n d  
th e  d ire ctors  of a  corp ora tion  h a ve  a  fid u cia ry d u ty to a ct in  th e  b e s t in te re s ts  of th e  
sh a re h old e rs . 
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One of the main advantages of 
incorporation is that personal assets of the 
shareholders, directors, and officers are 
protected from creditors of the corporation 
if certain corporate formalities are 
observed, such as keeping corporate funds 
separa te from personal funds, holding 
regular meetings of directors and 
shareholders, keeping minutes of the 
meetings, and maintaining detailed financial 
records. Additionally, if the corporation is a subsidiary of a foreign parent, creating a U.S. 
corporation c an act as a shield for the assets of the foreign parent company and mitigate 
to some extent the rights of creditors of the U.S. company to bring actions against the 
parent. 

(a) Formation 

Corp ora tion s  a re  form ed  th rou gh th e  filin g of a Ce rtifica te of In corp ora tion  or  Article s 
of In corp ora tion  (com m on ly ca lle d  th e  “ch a rte r”), d e p e n d in g on  th e  s ta te , with  th e  
a p p rop ria te  s ta te  a u th ority.  

Th e in corp ora tor is th e p erson re spon sible  for  e s ta b lish in g th e  corp ora tion  a n d  filin g  
th e  ch a rte r  with th e  a pp rop ria te s ta te  a uthority. Th e incorpora tor  a lso will a p p oin t th e 
in itia l b oa rd  of d ire ctors  a n d a d op t th e  b yla ws (wh ich a re  th e  gove rn in g ru le s  b y wh ich  
th e  corp ora tion  op e ra te s ) b y a  writte n  con se n t, e xe cu te d  a fte r  th e  corp ora tion  h a s  
b e e n  form e d . On ce  d on e , th e  in corp ora tor  will re lin q u ish  h is  or  h e r  d u tie s  a s  th e  
in corp ora tor . Th e  b oa rd  of d ire ctors  th e n  ra tifie s  th e  a ction s  of th e  in corp ora tor ,  
a p p oin ts  office rs, a p p rove s  th e  is sua nce  of sh a re s  to th e  sh a re h old e rs , a n d  a p p rove s  
oth e r  m a tte rs  n e ce ssa ry for  th e  in itia l s ta ge s  of th e  corp ora tion  (su ch  a s  op e n in g a  
b a n k a ccou n t).  

(b) U.S. Federal Income Tax Implications 1 

Fore ign  in ve s tors 2 n e e d  to con s id e r  wh e th e r  th e  n a tu re  of th e ir  a ctivitie s  or  
in ve s tm e n ts in  th e Un ited  State s  is su ch  th at th e y cou ld b e  tre a te d  a s e n gaged  in  a  U.S.  

1 This  summa ry doe s  not  conta in a  compre he ns ive  discuss ion of a ll U.S. fe de ra l income  t a x conse que nce s  t ha t  ma y be 
re le va nt  t o  a  fore ign inve s tor in  vie w of t ha t  inve s tor's  pa rt icula r  circumsta nce s ,  nor  doe s it  a ddre ss  a ny s t a t e ,  loca l,  e s t a t e ,  
fore ign or othe r t a x conse que nce s  of a n inve s tme nt  in  t he  Unit e d St a t es by fore ign inve s tors . Fore ign inve s tors  a re  urge d to  
consult  with t he ir own t a x counse l a s  t o  t he  U.S. fe de ra l income  t a x conse que nce s  t o  such inve s tor a s  a  re sult  of a n 
inve s tme nt  in  t he  Unit e d St a t e s .  

2 Individua ls  who a re  ne ithe r U.S. cit izens  nor re s ide nt s  of t he  Unit e d Sta te s  for t a x purpose s  (nonre s ide nt  a liens) a nd e nt itie s  
t re a t e d a s  fore ign corpora t ions  for U.S. t a x purpose s .  
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trade or business for purposes of U.S. federal income taxation. Foreign investors are 
taxable on a net basi s on any income that is “effectively connected” with the conduct of 
a  U.S. tra d e  or  b u s in e ss  (e ffe ctive ly con n e cte d  in com e , or  ECI).  3 

Fore ign  in ve s tors  m a y op t to in ve s t in  a  U.S. corp ora tion  to “b lock” or  a void  re a lizin g 
ECI. Th e  b locke r corpora tion in cu rs  a n d  p a ys  U.S. fe d e ra l in com e  ta x on  its  op e ra tin g  
in com e  (ECI) a n d  th u s  b locks  su ch  in com e  from  re a ch in g th e  fore ign  in ve s tor . Th e  
corp ora tion  p a ys  U.S. fe d e ra l in com e  ta x on  a  n e t b a s is  (21 p e rce n t m a xim u m  
corp ora te  ta x ra te  for  ta x ye a rs  b e gin n in g a fte r  De ce m b e r 31, 2017 p u rsu a n t to th e 
e n a ctm e n t of th e  Ta x Cu ts a n d Job s  Act of 2017). An y n e t a fter-ta x p rocee d s d istr ib u te d  
b y th e  corp ora tion  to th e  fore ign  inve stor  ge ne rally will n ot b e  tre ate d a s  ECI, b ut ra ther 
will b e  U.S. sou rce  d ivid e n d  in com e  su b je ct to with h old in g ta x. Th e  fore ign  in ve s tor  
ge n e ra lly will n ot h a ve  to file in com e  ta x re tu rn s with th e  U.S. In te rn al Re ve n u e  Se rvice  
(IRS) with  re sp e ct to its  in ve s tm e n t in  th e  corp ora tion . 

Provid e d  th a t a  fore ign in ve s tor (in divid u a l or corp ora tion ) u n d e rta ke s  n o a ctivitie s  in  
th e  Un ite d  Sta te s th a t wou ld  cau se  th e  inve stor  to b e  e n gage d  in  th e  con d u ct  of  a  U.S.  
tra d e  or  b u s in ess, th e  U.S. fe de ral incom e  ta x lia bility of su ch  fore ign in ve s tor ge n e ra lly  
will b e  lim ite d  to ta x (p a ya ble  throu gh  with holding) a t a  fla t ra te  of 30 p e rce n t (or lowe r 
ta x tre a ty ra te ) on  ce rta in  gross  in com e  from  U.S. sou rce s , su ch  a s  d ivid e n d s  a n d  
in te re s t. 4 This typ e  of in com e is  n on -ECI a n d is  com m on ly re fe rre d  to a s  “FDAP” (fixe d ,  
d e te rm in a b le , a n n u a l or  p e riod ic) in com e . Th e  fore ign  in ve s tor  m a y b e  e ligib le  for  
b e n e fits  (a n  e xe m ption  from , or  a  re d u ce d  rate  of with h old in g) for  ce rta in  FDAP ite m s  
u n d e r a n  in com e  ta x tre a ty in  e ffe ct b e twe e n  th e  Un ite d  Sta te s  a n d  th e  in ve s tor’s  
cou n try of re s id e n ce .  

Accord in gly, fore ign  corp ora tion s  a n d  in d ivid u a ls  th a t a re  sh a re h old e rs  in  a  U.S.  
corp ora tion  a re  su b je ct to a  fla t ta x ra te  on  U.S. sou rce  d ivid e n d s  re ce ive d  from  th e 
corp ora tion . If th e  U.S. p a yor corpora tion  with hold s a n d re m its th e p rop e r a m ou n ts to 
th e  IRS, fore ign  in ves tors 5 th a t a re  in d ivid u a ls  or  corp ora tion s  will n ot b e  re q u ire d  to  
file  U.S. fe d e ra l incom e ta x re tu rns  or  p a y a dd ition a l U.S. fe de ra l incom e ta xe s  sole ly a s  
a  re su lt of th e ir  in ve s tm e n t in  th e  U.S. corp ora tion .  

3 The  t a x is sue s  a ssocia te d with inve s tme nts  by fore ign inve s tors  in  U.S. re al prope rty int e re s t s  a re  be yond the scope of this  
a rt icle . 

4 This a rt icle  doe s  not  a ddre ss  withholding t a x re la ting to  fore ign a ccount s  unde r Se ct ions 1471 through 1474 (FATCA) of the 
Int e rna l Re ve nue  Code  of 1986, a s  a me nde d. FATCA ge ne ra lly impose s  a  withholding t a x of 30 pe rce nt  on ce rt a in  gross  
a mount s  of  income  not  e ffe ct ive ly conne ct e d with a  U.S. t ra de  or bus ine ss  pa id t o  ce rt ain  “fore ign fina ncia l  ins t it ut ions” a nd 
ce rt a in  othe r U.S.-owne d “non-fina ncia l fore ign e nt it ie s ,” unle ss  va rious  informa t ion re port ing re quire me nt s  a re  sa t is fie d.  

5 Fore ign inve s tors  t re a t e d a s  t rus t s  for U.S. fe de ra l income  t a x purpose s  a re  subje ct  t o  spe cia l rule s .  
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Certain types of income are specifically exempted from the 30 percent tax and thus 
withholding is not required on payments of such income to foreign investors. The 30 
percent tax does not apply to U.S. source capital gains (whether long - or short -term) or 
to interest paid to a foreign investor on its deposits with U.S. banks. The 30 percent tax 
also does not apply to interest that qualifies as “portfolio interest” (certain U.S. so urce 
interest received by a nonresident alien or foreign corporation with respect to 
qualifying debt obligations). 

(c) Financing Options 

Com p a re d  to oth e r  b u s in ess  s tru cture s, corp ora tion s h a ve  a cce ss  to a  b roa d er ra nge  of  
fin a n cing op tion s , inclu ding th e is sua nce  of e q u ity a n d  th e  in cu rre n ce  of d e b t to fu n d  
corp ora te  a ctivitie s .  

In  th e  Un ite d  Sta te s , th e  d e fa u lt re q u ire m e n t to is su e  se cu ritie s  (d e b t a n d  e q u ity  
in s tru m e n ts ) to in ve s tors  in volve s  re gis tra tion  of su ch  tra n sa ction  with  th e  U.S.  
Se cu rities  a n d Excha n ge  Com m iss ion  (SEC). Howe ve r, th e re  a re  va riou s  e xce p tion s  to  
th is  ru le , a n d  m a n y b u s in e ss  e n titie s  ch oose  to ra ise  ca p ita l in  th e  form  of d e b t or  
e q u ity p u rsu a n t to ce rta in  e xce p tion s  from  re gis tra tion . Th e  m os t com m on  of th e se  
e xe m p tion s  is  th e  “Regulation  D” e xe m p tion  p rom u lga te d  u n d e r th e  Se cu ritie s  Act of  
1933, a s  a m e n d e d . Wh ile  a  Re gula tion  D offe rin g a llows  a  corp ora tion  to ra ise  ca p ita l  
with ou t  th e  cu m be rsom e  re gis tra tion  p roce ss  re q u ire d  for  a  p u b lic offe rin g, its  m a jor  
d ra wb a ck is  th at th e  se cu ritie s is su e d typ ically will b e  illiq uid, a s  th e re will b e n o p u b lic 
m a rke tp la ce  for  th e  se cu ritie s  of a  corp ora tion  th a t is  n ot “p u b lic.” If a  corp ora tion  
e le cts  to re gis te r its  se cu ritie s a n d con d uct a  p u b lic offe ring, its  se cu ritie s  m a y th e n  b e  
lis te d  on  a  p u b lic m a rke t or  s tock e xch an ge  (su ch  a s  a  tier  on  th e  OTC Ma rke ts, Na sda q,  
or  Ne w York Stock Exch a n ge  (NYSE)). 

Tra d ition al fina ncin g op tion s from b a n ks , su ch  a s  te rm  loa n s  with  fixe d  in te re s t ra te s  
a n d  lon g-te rm  re p aym e nt p la ns , sm a ll b us in e ss  loa ns , a n d se cured  a nd  u nse cu re d lines 
of cre d it, a re  a lso a va ila b le  to corp ora tion s .  

Un d e r  ce rta in  circu m sta n ce s , a  fore ign  p a re n t e n tity m a y b e  a b le  to p rovid e  a  cross-
b ord e r  gu a ra nte e  or  se cu rity a rra ngem e nt  for  a  d e b t in cu rre d  in  th e  Un ite d  Sta te s  b y  
th e  U.S. su b s id ia ry corp ora tion . For e xa m p le , in  2014, Ch in a  a d op te d  ru le s  a llowin g  
“gu a ra n te e s  a n d  se cu rity a rra n ge m e n ts  p rovid e d  b y Ch in e se  e n titie s  of offsh ore  
in d e b te dn e ss” (“ne i b ao wa i d a i” in Ch ine se ). Th is  is  n orm a lly a ccom p lish e d  th rou gh  a  
Ch in e se  p a re nt com p a ny p rovid in g gu a ra n te e  or  se cu rity ove r its  a sse ts  in  Ch in a  to a  
b a n k in  Ch in a with  op e ra tion s in  th e Un ite d Sta te s , wh ich  p rovid e s  a  loa n  th rou gh  th e  
b a n k’s  U.S. b ra n ch  to th e  U.S. su b s id ia ry of th e  Ch in e se  com p a n y.  

In  a d d ition , it is  n ot u n com m on  for  a  fore ign  p a re n t e n tity to m a ke  a  loa n  to th e  U.S.  
su b s id ia ry to fu n d  its  va riou s  s ta ge s  of op e ra tion .  
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Other fairly traditional ways to access 
capital for a corporation would include 
the use of a small business credit card 
(based on both the owner and the 
company’s credit score, which also 
requires the owner to be personally 
responsible for repaying debt on the 
card) and a corporate credit card (based 
on the company’s credit history and 
financial performance). 

(2) General or Limited Partnership 

A genera l partnership is a business entity managed and operated by at least two people 
(the partners) who contribute money, property, labor, or skill and expect to share the 
profits and losses of the business. Each partner in a general partnership has unlimited 
li ability for the partnership’s debts and obligations, meaning that each general partner can 
be sued for the full amount of the partnership’s debts and obligations. Each general 
partner contributes to the day -to-day management of the business and has the aut hority 
to make business decisions and legally bind the partnership in entering into contracts. The 
contributions, responsibilities and liabilities of the general partners are often equal, unless 
stated otherwise in a partnership agreement signed by all par tners. 

A limited partnership consists of one or more general partners with unlimited liability who 
manage the business, and one or more limited partners with limited liability (meaning that 
limited partners are not responsible for the payment of the partne rship’s debts with their 
personal assets) who do not play an active role in the management of the business and 
have no authority to bind the partnership in entering into contracts. 

(a) Formation 

Th e re  is  n o filing re quirem e nt in  m os t s ta te s to form a ge n e ra l p a rtn e rsh ip . Th e  le ga l  
n a m e  of a  ge n e ra l p a rtn e rsh ip  is  b a se d  on  th e  n a m e s  of th e  p a rtn e rs . Som e  ge n e ra l  
p a rtn e rships m a y choose to a d op t a  fictitiou s , a ssu m e d , or  “d oin g b u s in e ss  a s” (DBA)  
n a m e  b y filin g with  th e  re le va n t s ta te  a u th ority.  

A lim ite d  p a rtne rship is  form e d th rou gh th e  filin g of a  “ce rtifica te  of limite d p a rtne rship” 
(wh ich  n a m e  m a y va ry from  s ta te  to s ta te ) with  th e  a p p rop ria te  s ta te  a u th ority. A  
lim ite d  p a rtn ership  a gre e m e n t s ign e d  b y a ll p a rtn e rs  se ts  th e  ru le s  of m a n a gin g th e  
b u s in e ss a n d  d e fin e s  th e  r igh ts , re sp on s ib ilitie s , a n d  lia b ilitie s  a m on g th e  p a rtn e rs .  
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(b) U.S. Federal Income Tax Implications 

A p a rtn e rsh ip  file s  a n  a n n u a l in com e  ta x re tu rn  with  th e  IRS to re p ort th e  in com e ,  
d e d u ction s , ga in s , a n d  losse s  from  its  op e ra tion s , b u t  it d oe s  n ot p a y U.S. fe d e ra l  
in com e  ta xe s . In s te a d , th e  p a rtn e rsh ip  “p a sse s  th rou gh ” a n y p rofits  or  losse s  to its  
p a rtn e rs . Each p a rtn e r is  re qu ired  to re p ort th at p a rtn er’s  d is tribu tive  sha re  (wh e th er or  
n ot th e  p a rtn e rship d is tribu tes  ca sh  to th e  p a rtn er) of th e  p a rtn e rsh ip ’s  in com e , ga in s ,  
losse s , d e d u ction s, a n d  cre d its . Th us , it is  p ossible  th a t p artne rs  cou ld  incur U.S. fe d era l  
in com e  ta x lia b ilitie s withou t re ce iving from  th e p a rtn e rship su fficie n t ca sh d istr ib utions 
to d e fra y su ch  ta x lia b ilitie s . Th is  s itu a tion  is  com m on ly re fe rre d  to a s  “p h a n tom  
in com e .” Afte r  th e e n d  of e a ch fisca l or  ca len da r ye ar , th e  p a rtn ersh ip  ge ne ra lly d e live rs  
ta x in form a tion  on  a  Sch e du le  K-1 to th e  p a rtn e rs  n ece ssary for  th e  com ple tion  of e a ch  
p a rtn e r’s  in com e  ta x re tu rn . 

If a  fore ign  in ve s tor in ve sts  in a  p a rtn ership th a t is  e n ga ge d  in a  U.S. tra d e  or  b u s in e ss ,  
th e  fore ign  in ves tor  will b e  tre a te d  a s e n gaged  in a  U.S. tra de  or  b u sine ss. Thu s th e  U.S.  
tra d e  or  b u s in e ss  a ctivitie s  of a  p a rtn e rsh ip  a re  a ttr ib u te d  to its  fore ign  p a rtn e rs ,  
re ga rd le ss  of h ow m a n y inte rm e dia te  p a rtn ership s  se p a ra te  th e  fore ign  p a rtn e r  from  
th e  u n d e rlyin g p a rtn ership  th at is  e n ga ge d in  a  U.S. trad e or  b u s in ess . Tre aty p rote ction  
is  ge n e ra lly n ot a va ila ble to fore ign p a rtn e rs  of a  p a rtne rship e n gaged  in a  U.S. tra d e or 
b u s in e ss  b e ca u se  m os t su ch  p a rtn e rsh ip s  h a ve  a  p e rm a n e n t e s ta b lish m e n t in  th e  
Un ite d  Sta te s . Fu rth e rm ore , a  p a rtn e rsh ip  e n ga ge d  in  a  U.S. tra d e  or  b u s in e ss  m u s t  
with h old  U.S. incom e ta x on  a n y ECI of th e  p a rtne rship a lloca ble to its fore ign p a rtn e rs , 
re ga rd le ss  of wh e th e r  th e  fore ign  p a rtn e r  h a s  a ctu a lly re ce ive d  a  ca sh  d is tr ib u tion .  

Ge n e ra lly, ga in  re cogn ize d  b y a  fore ign  p a rtn e r  from  th e  sa le  of a n  in te re s t in  a  
p a rtn e rship th a t d oe s b u sine ss  in th e  Un ite d Sta te s is  ECI. Th u s , th e  fore ign  tra n sfe ror  
p a rtn e r will b e sub je ct to U.S. ta x on  th e ir  ga in . Th e  ECI ga in  will a lso b e  su b je ct to 10  
p e rce n t withh oldin g ta x on  th e  a m ou n t re alized  on  th e  sale . Th e  p urch ase r (tra n sfe re e )  
of th e  p a rtn e rship in tere st m u st withh old ta x from th e sa le s p roce e d s , b u t if it fa ils  to 
d o so  th e  p a rtn e rsh ip  is re qu ire d to with hold  the  a m ou n t  of  th e  ta x  p lu s  in te re s t  from  
fu tu re  d is tr ib u tion s  to th e  tra n sfe re e  (p u rch a se r).  

Su b je ct to ce rta in  e xcep tion s, U.S. fe d era l in com e  ta x  la w  im p ose s  a  30  p e rce n t  ta x  on  
in te re s t, d ivid e nds , re n ts, roya ltie s , a n d oth e r  FDAP in com e  d e rive d b y a  fore ign p e rson  
from  U.S. sou rce s . A U.S. (d om e s tic) p a rtn e rsh ip  with  FDAP in com e  m u st colle ct a n d  
re m it th e  ta x on  b e h a lf of th e  fore ign  p a rtn e r .  

(c) Financing Options 

Form s of fin a n cin g op tion s  a va ila b le  to p a rtn e rsh ip s  a re  s im ila r  to corp ora tion s ,  
a lth ou gh  with  som e  lim ita tion s . For e xa m p le , p a rtn e rsh ip s  typ ica lly a re  n ot p u b licly  
tra d e d , a n d  th e y will n orm a lly con ve rt in to corp ora tion s  p rior  to a n  in itia l p u b lic  
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offering (IPO). Moreov er, when a partnership applies for a loan or line of credit from a 
bank, the personal credit history and financials of the partners will be reviewed by the 
bank in addition to those of the partnership. 

When a partnership raises funds through a private off ering of securities, it offers its 
partnership interests for sale. It may permit some or all of the existing partners to 
invest more capital into the partnership, or bring in new partners with new capital, 
which has the effect of diluting the percentages o f ownership of the existing partners. 

(3) Limited Liability Company 

A Limited Liability Company (LLC) is a business structure combining structural elements of 
a corporation with the tax benefits of a 
partnership. Rules and regulations 
pertaining to LLCs vary by state. 

Owners of an LLC are called members, 
whose ownership of the LLC is 
represented by their holding of a certain 
percentage of membership interests or a 
certain number of membership units 
(which are similar to shares of a 
corporation) of the LL C. An LLC is allowed to have different classes of membership 
interests or membership units, providing the flexibility to distribute voting rights and 
profits in different ways. Most states allow members to include U.S. and foreign individuals, 
corporations , and other LLCs. 

LLCs may comprise a single member or multiple members. LLCs can be either member -
managed, in which all members participate in the day -to-day operation and decision -
making process of the LLC, or manager -managed, in which one or more manag ers are 
appointed by members as agents of the company to manage the business. A manager may 
be a member but does not have to be. 

Like corporations, members of LLCs are not personally liable for the LLC’sobligations, 
debts, or liabilities. Although the ma intenance of company formalities is not as stringent for 
LLCs as it is for corporations, it is generally considered good practice to follow similar 
guidelines and observe such formalities as corporations. 

(a) Formation 

LLCs a re  form e d  b y filin g a  ce rtifica te  of form a tion  or  a r ticle s  of orga n iza tion , 
d e p e n d ing on  th e s ta te , with th e  a pp rop ria te s ta te a u th ority. Most s ta te s re q u ire th a t 
n a m e s  of LLCs e n d  with  a  ce rta in  d e s ign a tor , su ch  a s  “Lim ite d  Lia b ility Com p a n y” or  
“LLC.” Som e  s ta te s  m a y h a ve  a d d ition a l re q u ire m e n ts  for  se ttin g u p  a n  LLC.  
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An organizer, who does not have to be a member, is the person who files the certificate 
of formation or articles of organization to form the LLC. After formation, the organizer 
executes organizer resolutions (similar to incorporator resolutions), which lis t the 
members and/or managers of the LLC, and thereupon relinquishes the duties of the 
organizer. 

Similar to bylaws of a corporation, the operating agreement of an LLC, signed by all 
members of the LLC, governs the internal operations of the LLC. While ma ny states do 
not require operating agreements (without which state default rules apply), it is 
generally considered good practice for members of an LLC to have an operating 
agreement to delineate the rights, obligations, and rules pursuant to which the 
mem bers will own and operate the LLC. 

(b) U.S. Federal Income Tax Implications 

An LLC may be treated by the IRS as either a corporation, partnership, or a “disregarded 
entity” (meaning an entity disregarded as separate from its owner for federal income 
tax pu rposes), depending on the number of members and any elections filed by the LLC 
with the IRS. 

An LLC with at least two members is classified as a partnership for federal income tax 
purposes, unless it affirmatively elects to be treated as a corporation. Th e U.S. federal 
income tax implications of foreign investors investing in partnerships is discussed 
above (in “General or Limited Partnership”). An LLC with only one member is treated as 
a disregarded entity and the LLC’s income, gains, losses, credits, and deductions are 
reported on the owner’s income tax return, unless it elects to be treated as a 
corporation. 

For LLCs treated as partnerships for U.S. federal income tax purposes, a foreign 
investor must pay tax on its share of the ECI generated by the LLC, regardless of 
whether the member has actually received a cash distribution from the LLC. Many 
foreign investors in LLCs prefer the LLC to file an election with the IRS to be taxed as a 
corporation to avoid having to file income tax returns with the IR S and paying U.S. 
income tax on its share of ECI (as would be the case if the LLC were treated as a 
partnership or a disregarded entity for U.S. federal income tax purposes). Alternatively, 
many foreign investors opt to invest in a corporation to avoid hav ing to file income tax 
returns with the IRS and paying U.S. income tax. 

(c) Financing Options 

LLCs have similar financing options as those available to partnerships, as well as 
limitations. When an LLC raises funds through a private offering of securities, it offers 
its membership interests for sale. 
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(4) Branch Office 

A foreign company is not required to set up a separate U.S. entity in order to do business in 
the United States and could instead do so through a branch office. A branch office is an 
extensio n of the foreign company that conducts business directly in the United States and 
does not have its separate legal existence from the foreign company. This exposes the 
foreign company itself to U.S. tax and legal liabilities with respect to the branch offi ce’s 
operations. 

(a) Formation 

It is n ot n e ce ssa ry to form a n e w e n tity in  ord e r  to se t u p  a  b ra n ch  office . Th e  fore ign  
com p a n y will n e ed  to b e  re gis te red  a s  a  “fore ign  corp ora tion ” (a s  d e fin e d  u n d e r  s ta te  
la w) b y filin g a  ce rtifica te of a u th ority to d o b u s ine ss  in th e  s tate  wh ere  b us in ess  will b e  
con d u cte d  th rou gh  th e  b ra n ch  office .  

(b) U.S. Federal Income Tax Implications 

A fore ign  corp ora tion  th a t op e ra te s  d ire ctly in  th e  Un ite d  Sta te s  th rou gh  its  b ra n ch  
office  will b e  sub je ct to in com e  ta x on  th e  in com e  a ttr ib u ta b le  to its  U.S. op e ra tion s . If 
th e  a ctivitie s  of th e  fore ign  corp ora tion  con s titu te  a  U.S. tra d e  or  b u s in e ss , th e  
corp ora tion  wou ld  b e  su b je ct to U.S. fe d e ra l in com e  ta x on  a  n e t b a s is  (21 p e rce n t  
m a xim u m  corp ora te  ta x ra te for  ta x ye a rs  b e ginning a fter De ce mb e r 31, 2017) a n d  th e 
30 p e rce n t “b ra n ch  p rofits” ta x.  

Fore ign  corp ora tion s  a re  su b je ct to U.S. ta x on  a n y in com e  th a t is  ECI. Th e y a re  a lso  
su b je ct  to  b ra nch  p rofits  ta x a t a  30 p e rce n t ra te  on  a n y d e e m e d  re p a tr ia tion s  of ECI  
(ge n e ra lly, e a rn in gs  a n d  p rofits  ge n e ra te d  b y th e  U.S. op e ra tion s  of th e  fore ign  
corp ora tion  to th e  e xte n t n ot re in ve s te d  in  a  U.S. tra d e  or  b u s in e ss ). Howe ve r,  
d e p e n d ing u pon  its cou n try of re s id e nce a n d its  a bility to q u alify for  tre a ty b e ne fits , th e  
corp ora tion  m ight b e  e ligib le  for  a n  e xe m ption  from , or  re d u ce d ra te  of, b ra n ch  p rofits  
ta x p u rsu a n t to a  tre a ty. With ou t tre a ty re lie f, fore ign  corp ora te  in ve s tors  cou ld  b e  
su b je ct to ta x on  ECI a t a n  e ffe ctive  ta x ra te of 44.7 p e rce n t (54.5 p e rce n t for  ta x ye a rs  
b e gin n in g b e fore  Ja n u a ry 1, 2018). 

A fore ign  corp ora tion  th a t d oe s  n ot con d u ct a  U.S. tra d e  or  b u s in e ss  is  n on e th e le ss  
su b je ct to ta x a t a  fla t ra te  of 30 p e rce n t (or  a  lowe r ta x tre a ty ra te ) on  th e  gross  
a m ou n t of ce rta in  U.S. sou rce  in com e  th at is  n ot e ffective ly con n ected  with  a  U.S.  tra d e  
or  b u s in e ss , ge ne rally p a yab le  th rou gh  with h old in g. In com e  su b je ct to su ch  a  fla t ta x  
ra te  in clu d e s , b u t is  n ot lim ite d  to, d ivid e n d s  a n d  ce rta in  in te re s t in com e .  

Ce rta in  typ e s  of in com e  a re  sp e cifica lly e xe m p te d  from  th e  30 p e rce n t ta x, a n d  th u s  
with h old ing is n ot re q uire d on  p a ym e nts  of su ch  in com e to a fore ign corp ora tion . Th e 
30 p e rce n t ta x d oe s  n ot a p p ly to U.S. sou rce  ca pital gains  (wh eth er lon g- or sh ort-te rm ) 
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or to interest paid to a foreign corporation on its deposits with U.S . banks. The 30 
percent tax also does not apply to interest that qualifies as “portfolio interest.” 

(c) Financing Options 

Be ca u se  it is  n ot a  se p a ra te  le ga l e n tity, a  b ra n ch  office  d oe s  n ot h a ve  th e  op tion  to  
ra ise  ca p ita l from  p riva te  or  p u b lic offe rin gs . 

Com p a re d  to  a  U.S. e n tity, a  b ra n ch  of a  fore ign  com p a n y m a y e xp e rie n ce  a d d ition a l  
scru tin y b y a  b a n k wh e n  tryin g to op en  a  U.S. b a n k a ccou n t.  

II. Conclusion 

Th e ch oice of s tru ctu re for  a  p a rticu la r  b u s in e ss  d e p e n d s  on  m a n y fa ctors . Th is  ch a p te r  
tou ch e s  b rie fly on  a  fe w im porta nt fa ctors  to con s id er  a n d d oe s  n ot d iscu ss a ll th e fa ctors 
th a t m a y b e  re le va n t, su ch  a s  im m igra tion  la ws , e s ta te  p la n n in g con s id e ra tion s , a n d  ta x  
im p lica tion s  for  th e  fore ign  in ve s tors  in  th e ir  h om e  cou n tr ie s . Fore ign  in ve s tors  a re  
s tron gly e n cou ra ged  to con sult with  the ir  le ga l, fin a n cia l, a n d  ta x con su lta n ts  in  b oth  th e  
Un ite d  Sta te s  a nd  th eir h om e  cou n tr ie s  to ch oose  a  b u sine ss  s tru ctu re  th a t b e s t suits  th e ir  
b u s in e ss  n e e d s .  
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About Robinson & Cole L LP 

Founded in 1845, Robinson & Cole LLP is a U.S. based law firm of more than 200 attorneys 
with 11 offices throughout the United States, including in the major metropolitan centers of 
Boston, New York, Philadelphia, Miami, and Los Angeles. We are a full -service law firm with 
experience in areas such as corporate formation, mergers & acquisitions, capital markets, 
U.S. securities laws, tax, immigration and employment, manufacturing/distribution, 
intellectual property and technology, construction/real estate, and litigation. The firm 
represents companies of all sizes, with an emphasis on industrial companies that are small 
to medium -sized and/or are family owned. 

Our International Experience 

Robinson & Cole LLP has been representing international companies that wish to do 
business in the United States for decades. Our lawyers regularly represent clients around 
the world in connection with cross -border transactions with U.S. companies and with 
expansion into the U.S. market. We have a long history of advising com panies located 
throughout Asia and Europe, and we take pride in understanding and adapting to the 
cross-cultural differences that may exist in how decisions are made based on history, 
culture and the different legal systems. Our lawyers are leaders in the economic 
community and have been invited to speak at the White House and the U.S. Department of 
Commerce events, and by U.S. -based economic development organizations that wish to 
attract companies to the United States. 

Disclaimer 

This chapter was prepared by Anna Jinhua Wang, Jeffrey J. White, J. Michael Wirvin, and 
Michael J. Kearney with Robinson & Cole LLP. Views expressed in this chapter are the 
authors’ own, not that of the International Trade Administration. This chapter does not 
constitute legal advi ce. Readers interested in investing in the United States should consult 
legal counsel. 
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TA

XE
S A s the world’s largest economy, the United States provides tremendous operating 

and investment opportunities, with an innovative and productive workforce, robust 
infrastructure, and lucrative markets. However, foreign businesses interested in 

investing in the United States can find it daunting to navigate the U.S. federal tax code and 
regulations, as well as state and local taxes. Inadequate preparation can create undue risk, 
result in increase d and unanticipated tax costs, and ultimately impact the overall success of 
U.S. operations. In addition, overlooking potentially valuable tax and financial benefits, 
including federal, state, and local credits and incentives, can result in missed opportun ities 
to re d u ce  ta x cos ts  a n d  b e n e fit from  ca p ita l a n d  op e ra tion a l cos t offse ts . * 

Th is  ch a p ter  is  inte nde d  to p rovide  b us in esse s  inte re s ted  in in ve s tin g  in  th e  Un ite d  Sta te s  
with  som e  ge n e ra l gu id an ce  a b out va riou s  leve ls of U.S. ta x im p ose d  on  n on -U.S. inve s tors , 
a s we ll a s a va ilab le gove rnm en t ince ntive s. It is  cr itica l to con su lt with  a  q u a lifie d  a d visor 
b e fore  m a kin g a n y b us in ess or  ta x-re la te d d e cision s to m ore  fu lly u n de rsta nd  the  im pa ct of  
th ose  d e cis ion s  on  th e  sp e cific fa cts  of th e  in ve s tm e n t. 

The Fundamentals of U.S. Federal Tax 

Who must pay? 

U.S. ta x-re s ide n t in divid ua ls , citize n s, corp ora tion s, a n d  the ir fore ign  b ra n ch e s  a re  su b je ct  
to U.S. fe d e ra l ta x (a n d  p ote n tia lly s ta te  a n d  loca l ta xe s) on  th e ir  world wid e  in com e .  
Con ve rse ly, n on -U.S. ta x re side n t in divid ua ls  a nd  n on -U.S. corp ora tion s  a n d  p a rtn e rsh ip s  
a re  ge n e ra lly on ly sub je ct to U.S. ta x on  in com e  th a t is  “e ffe ctive ly con ne cte d  to a  U.S. trade  
or  b u s in e ss” (re fe rre d  to a s  ECI) a n d  U.S. sou rce  in com e  th a t is  “fixe d , d e te rm in a b le , 
a n n u a l, or  p e riod ica l” (FDAP). FDAP in com e  ge n e ra lly in clu d e s  U.S. sou rce  in te re s t,  
d ivid e n d s , re n ts , a n d  roya ltie s .  

ECI m u s t b e  a ssocia te d  with  U.S.-b a se d  a ctivity th a t r ise s  to th e  le ve l of a  U.S. tra d e  or  
b u s in e ss . Alth ou gh  th e  U.S. ta x cod e  d oe s  n ot d e fin e  a  U.S. tra d e  or  b u s in e ss , ca se  la w  
ge n e ra lly fra m e s it a s  a ctivity in  p ursu it of p rofit th a t is “con s ide ra b le , con tin u ou s , re gu la r ,  
a n d  su b s ta n tia l.” If th e  fore ign  p a re n t or  su b s id ia ry is  re s id e n t in  a  cou n try th a t h a s  a n  
in com e  ta x tre a ty with th e Un ited  State s , b us in e ss  p rofits a re  sub je ct to U.S. fe d e ra l in come  
ta x on ly to th e  e xte n t th a t th e  in com e  is  a ttr ib u ta b le  to a  U.S. p e rm a n e n t e s ta b lish m e n t  
(PE). In  ge n e ra l, a  PE re q u ire s  a  m ore  p e rm a n e n t b u s in e ss  con n e ction  with  th e  Un ite d  
Sta te s , so it is  p oss ib le  th a t a  n on -U.S. com pa ny cou ld ca rry on  a  U.S. tra de  or  b u sine ss  th at 
d oe s  n ot  r ise  to th e  le ve l of a  U.S. PE (a n d  th e re fore  is  n ot lia b le  for  fe d e ra l in com e  ta x).  

* The vie ws  e xpre sse d a re  t hose  of t he  a uthors  a nd do not  ne ce ssa rily re pre sent  t he  vie ws of Erns t  & Young LLP or a ny othe r  
me mbe r firm  of t he  globa l EY orga niza t ion.  
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S How much is the tax? 

For non -U.S. corporations, ECI is subject to federal tax at the same rate as applies to U.S. 
domestic corporations. 

In addition to federal taxes, there may also be applicable state and local taxes on a non -
U.S. corporation’s U.S. business income, discussed further below. A deduction is generally 
available on th e federal income tax return for all state and local taxes; thus, despite the 
addition of state and local taxes, it is not unusual for a corporation to have a U.S. effective 
marginal tax rate of approximately 25 percent. 

Tax on FDAP is withheld by the payor on a gross basis at a 30 percent rate, though this rate 
can be reduced (potentially to zero) under an applicable U.S. income tax treaty if the 
income recipient is eligible for treaty benefits. Certain exceptions to FDAP withholding tax 
may also be av ailable under federal law. 

Corporate tax rates at a glance 

Nature of tax Rate 

Corporate income tax 21% 

Capital gains 21% 

State and local income taxes Varies by state from 0% to 13%, but generally 
deductible against federal income tax 

FDAPwithholding taxes, including 
dividends, interest, rents, royalties 

30% (applicable to non -U.S. recipients) - note this 
may be reduced under an applicable treaty 

Branch profits tax 30% (applicable to non -U.S. recipients) - note this 
may be reduced under an applicable treaty 

*Additional taxes, including federal payroll taxes, duties and customs and a variety of other state and local taxes, may 
apply. 

Choice of Entity 

There are various ways a non -U.S. company can structure its U.S. business. The choice may 
be driven by customer requirements, business and commercial needs, though U.S. and 
non -U.S. taxes can also play a role. Typical business models include a representative office, 
branch office, or wholly owned subsidiary. Each has its own implications an d compliance 
requirements for U.S. tax purposes; this discussion focuses on tax considerations 
associated with the models. 

A representative office is the easiest option for a company just starting to do business in 
the U.S., and it may not trigger U.S. federal corporate income tax if the U.S. activities are 
very limited. A representative office may be appropriate for the very early stages of a 
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S company’s U.S. expansion but will likely need to be transitioned into a branch or subsidiary 
as the U.S. business grows. 

A branch structure is similar to a representative office in that it does not require 
incorporating a separate legal e ntity, but a branch can perform a substantially broader 
range of activities than a representative office. A branch will, however, constitute a taxable 
presence in the U.S., which means that the business must annually account for and file U.S. 
federal income tax on the branch’s profits. The parent company of the branch will be 
considered the U.S. taxpayer, and, as such, the parent company’s other operating income 
could potentially be pulled into the U.S. tax net in certain circumstances. It is important that 
all related party transactions between the U.S. branch and the parent company are based 
on arm’s length U.S. transfer pricing principles. 

Non -U.S. companies that intend to have people or property in the U nited States often 
choose to incorporate a wholly ow ned U.S. subsidiary to “ring fence” the U.S. -based 
activities. A subsidiary does not have to necessarily be incorporated in the state in which it 
is primarily doing business. It is common to incorporate in a state with flexible 
incorporation laws and then operate in many other states, which may require registering 
the corporation to do business in those other states and applying for a certificate of 
authority to do business there. As with branch structures, it is important that all related 
party transactions with the U.S. subsidiary are based on arm’s length U.S. transfer pricing 
principles to control the amount of profits subject to U.S. tax. 

Considerations associated with typical U.S. operating models 

Considerations U.S. representative 
office U.S. branch U.S. corporate 

subsidiary 

Allowed 
functions 

Activities are limited 
to ancillary and 

support activities such 
as advertising and 
market research. 

No specific 
restrictions apply to 

U.S. branch 
operations. 

No specific 
restrictions apply to 

corporate 
subsidiaries, though 
all related party cross -

border activities 
should use U.S. 

transfer pricing arm’s 
length principles. 

U.S. federal 
income tax 

If activities are 
sufficiently limited, 
the representative 

office should not be 
subject to U.S. federal 

income tax. 

Branch profits that 
are ECI are taxed at 

the 21 percent 
corporate tax rate. 

Taxed at the 21 
percent corporate tax 

rate. 
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Dividends 
The representative 

office should not be 
able to pay dividends. 

A 30 percent 
branch profits tax 

on deemed 
withdrawals from 

the branch 
(potentially 

reduced/eliminated 
under treaty). 

30 percent dividends 
withholding tax 

(potentially 
reduced/eliminated 

under treaty). 

State and local 
taxation 

Varies depending on 
state tax nexus 

profile. 

Varies depending 
on state tax nexus 

profile. 

Varies depending on 
state tax nexus 

profile. 

Alternatively, some non -U.S. companies choose to operate through a U.S. limited liability 
company (LLC). For U.S. federal income tax purposes an LLC can elect different tax 
classificat ions. For example, an LLC with a single owner is, by default, classified as a 
disregarded entity (the equivalent of being classified as a branch) for U.S. tax purposes, 
unless the owner elects to treat it as a corporation. Likewise, an LLC with more than o ne 
owner is classified as a partnership, unless the owners elect to treat it as a corporation. 
These rules are commonly referred to as the “check -the-box” rules. Before choosing to use 
an LLC for U.S. business purposes, the non -U.S. company should carefull y consider local 
country treatment of the LLC (such as whether it could be considered a hybrid entity). 

Financing U .S. Operations 

U.S. operations can be funded via debt, equity, or a mix of debt and equity, though it is 
recommended that U.S. operations not be fully funded by debt. Although interest expense 
is generally deductible, the U.S. tax code imposes various restrictions on deductibility. In 
addition, the Internal Revenue Service (IRS) can recharacterize purported debt as equity for 
U.S. tax purposes, which could potentially lead to disallowed interest deductions and/or 
additional withholding tax liability. 

Interest paid to a non -U.S. creditor is generally subject to a 30 percent rate of U.S. federal 
tax through the application of the FDAP withholding regime described above. This rate may 
be reduced (potentially to zero) if the creditor is eligible for benefits under an applicable 
U.S. income tax treaty. Certain exceptions to withholding are also available under federal 
law. Note that most U.S. tax tre aties contain a “limitation on benefits” article (an anti -treaty 
shopping provision) that limits treaty benefits to persons that have a measurable business 
nexus to their country of incorporation (for example, the country of residence of the 
ultimate owner s, or the conduct of an active trade or business in the country where the 
non -U.S. company is resident). Eligibility for a reduced rate of federal tax on interest 
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S payments, whether the reduction is based on federal law or a tax treaty, should be 
confirmed prior to entering into any financing arrangements. 

Repatriation of U.S. Earnings 

Once U.S. operations become profitable, consideration should be given to how best to 
repatriate the cash to the home office. If a U.S. corporate subsidiary is established, 
dividends paid to the non -U.S. parent company are generally subject to a 30 percent rate of 
U.S. federal tax under the FDAP withholding regime described above. The 30 percent rate 
may be reduced (potentially to zero) under an applicable U.S. income tax treaty if the 
recipient is eligible for treaty benefits. For non -U.S. companies that are operating in branch 
form in the U.S., a federal branch profits tax imposes similar withholding (and relief from 
branch profits tax may also be available under a U.S. income tax treaty). 

In some cases, a non -U.S. company may choose to utilize debt to fun d U.S. operations to 
repatriate cash back to the home country office if the federal withholding tax rate on 
interest is less than the federal withholding tax rate on dividends. 

State, Local , and Other Taxes 

In addition to the activities and structures that generate U.S. federal income tax liability, 
inbound companies (depending upon where they locate, how they conduct their business, 
and to whom they sell their products) can also be subject to subnational state and local 
income taxes, as well as certain non -income taxes, such as sales and use taxes, gross 
receipts taxes, real and personal property taxes, unemployment and payroll taxes, among 
others. 

State income taxes 

Non -U.S. companies expanding into the 
United States may be surprised to lea rn 
that they may be subject to state income 
taxes not only in their state of 
incorporation, but in other states as well. 
States generally impose tax when a 
company creates state tax “nexus” in the 
state. Nexus is generally formed when a 
company has people or property in a state, 
even temporarily (and increasingly, some states also have economic nexus rules whereby a 
liability could exist even without people or property in that state so long as the company 
has made a threshold level of sales to the state). A s such, it is possible for a non -U.S. 
company to create state tax nexus in multiple states. 
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S Although most states use federal taxable income as a starting point for calculating the state 
tax liability, each state may provide significant additions to, or su btractions from, that 
amount to determine state taxable income. States typically do not allow the same amount 
of depreciation and usually will add back state and local taxes, among other items, to 
determine the state tax base. Thus, the state income tax ba se could vary widely from state 
to state. In addition, and quite unusual compared to other countries around the globe, the 
states rely upon formulary apportionment to divide the tax base of a multi -state business. 
In the past, most states used a blended fa ctor comparing the ratio of property, payroll, and 
sales in the state compared to everywhere the taxpayer was engaged in business. Now, 
increasingly the states rely solely upon a sales factor to apportion the tax base among the 
states. In some cases, certa in types of income, such as income from the sale of real 
property located in the state or from certain intangible income, is allocated entirely to one 
state, although these rules vary from state to state. In theory, there should not be double 
taxation amon gst the states as the total income of a company should be allocated and 
apportioned amongst the states where the company has created nexus, but because there 
is no mechanism among the states to settle double taxation disputes, it is possible that a 
single stream of income could be subject to taxation by more than one state. 

In general, states may choose whether to conform to the federal Internal Revenue Code 
(IRC) and may even pick and choose which parts of the IRC to which they wish to conform. 
Some state s opt for “fixed date” conformity, which means that they follow the IRC as of a 
certain date. Some states choose “selective” conformity and adopt only certain IRC 
provisions or conform to those provisions at different times compared to their original date 
of adoption for federal income tax purposes. Others practice “rolling” conformity, 
automatically updating their reference to the IRC on a continual basis and thus conforming 
to the most recent version of the IRC as it is amended. 

In addition, it is possible to create state tax nexus (and thus a state tax liability) even if 
there is no federal tax due, such as when a treaty eliminates the federal tax liability, 
because U.S. tax treaties are limited by their terms solely to the U.S. federal income tax 
(other t han the non -discrimination provisions). Thus, non -U.S. companies should be aware 
that if they believe they do not have a U.S. PE and are thus not subject to U.S. federal 
income tax, they may still have sufficient state nexus to be subject to state income t axation. 
These rules governing tax presence vary widely from state to state and, notably, even with 
respect to particular state or local taxes within a single state . 

Sales and use taxes 

Unlike many other countries, the United States does not impose a national sales tax or 
value -added tax (VAT). Instead, such consumption -based taxes, known as sales and use 
taxes [but which may go by other names such as a “general excise tax” (in Hawaii) or a 
“transaction privilege tax” (in Arizona)], are levied in all but five states. In most states, in 
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S addition to the state -wide sales tax, counties, cities, and other local regional authorities are 
entitled to levy their own sales and use taxes. Fortunately , in most states, these additional 
local jurisdictional sales and use taxes are merely imposed as an incremental addition to 
the existing state sales tax base and collected by the same state taxing authority. However, 
in certain states, some local “home” r ule jurisdictions are granted the authority to 
administer their own sales and use taxes separately from the state, meaning that they may 
have a tax base that is different from the state’s and may require taxpayers to file and 
report such local taxes separa tely as well. Sales taxes are typically assessed on the final 
consumer purchase, with wholesale transactions usually exempted. Generally, all sales of 
tangible personal property occurring within a state are subject to sales tax unless 
specifically exempted by statute. In most states, sales of services and intangible property 
(such as electronically delivered software) are usually excluded from sales tax unless 
specifically taxable. It is the seller’s responsibility to collect and remit sales tax, although 
state and local law typically allows the cost to be transferred to the consumer. 

Prior  to th e  2018 U.S. Su p re m e  Cou rt ru lin g in South Dakota vs. Wayfair, Inc. (Wayfair ), 6 a  
com p a n y ge n e rally n e e de d to h a ve  a  p h ysica l p re se n ce  in a  s ta te  to tr igge r a n  ob ligation  to 
le vy a n d  re m it sa le s  ta x on  sa le s  with in  a  s ta te . The  Wayfair ru lin g e lim in a te d  th e  p h ys ica l 
p re se n ce  s tan da rd , m e a nin g se lle rs  m a y b e  re q u ire d  to colle ct sa le s  ta x on  tra n sa ction s  
with  re m ote  con su m e rs  th a t p re viou s ly we re  n ot su b je ct to sa le s  ta x. Afte r  th e Wayfair 
ru lin g, m a n y s tate s e n a cte d p re se nce  th re sh olds  for  sa le s a n d u se  ta x p urpose s  th a t a p p ly  
d e p e n d ing  on  th e  d ollar  a m ou nt  of sa le s  a n d /or  n u m b e r of tra n sa ction s  with in  th e  s ta te  
(typ ica lly e ith e r  $100,000 or  m ore  of re ve n u e s  d e rive d from  sa le s  to con su m e rs  in  th e  
s ta te , or  200 or  m ore  tra n sa ction s  with  con su m e rs  loca te d  in  th e  s ta te , a lth ou gh  th e se  
th re sh old s  va ry from  s ta te  to s ta te ). More ove r, in  re sp on se  to th e  ra p id  d e ve lop m e n t of  
on lin e  re ta ile rs wh o a llow th ird -p arty reta ile rs  to se ll th rou gh  the ir  in te rn e t p orta ls , n e a rly  
e ve ry s ta te  n ow im p ose s  a  sa le s  ta x colle ction  re sp on s ib ility on  th e  op e ra tors  of th e  
in te rn e t sa le s  p orta ls .  

Non -U.S. com p a n ie s  se llin g in to th e  Un ite d  Sta te s  (in clu d in g th ose  with ou t a  p h ys ica l  
p re se n ce  in th e  Un ite d Sta tes ) sh ould a ssess th e ir p ote ntial sa le s ta x ob liga tion s followin g 
th e Wayfair ru ling a n d th e on goin g ch an ge s in s ta te  a n d  loca l ta x la ws  in  re sp on se  to th a t  
ru lin g, a n d  e n sure  th e y h a ve  com p lia n ce  a n d  re p ortin g p roce sse s  in  p la ce  to sa tis fy an y 
ob liga tion s . Eve n th ou gh th e  s tate  a nd  local ta xing a uth oritie s  m a y n ot h ave a n im m e d ia te 
a b ility to e n force  colle ction, th e  fa ilu re  to file re tu rn s m e a ns  th a t th e  s ta tu te  of lim ita tion s  
for  sa le s  ta x colle ction  a sse ssm e nts  re ma in s op e n  ind e finite ly. Non -U.S. com p an ie s  th at  d o  

6 South Dakota v. Wayfair, Inc. , 585 U.S. __, 138 S.Ct . 2080 (2018).  
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S not comply may later be surprised to learn they have significant state and local sales tax 
liabilities. 

Employment taxes 

Human capital is an area that can become quite 
challenging for an inbound company, 
especially if the home cou ntry headquarters 
is left to deal with the diverse and often 
complex requirements of federal and 
multistate taxing jurisdictions. Many 
businesses coming to the United States 
decide to outsource some or all of their 
human resource management activities 
such as payroll and benefits administration 
since these areas require considerable local 
knowledge. 

1. Social security tax 

Un d e r th e  Fe d e ra l In su ra n ce  Con tribu tion s Act (FICA), social se cu rity ta x is  im p ose d  on  
wa ge s  or  sa la ries  re ce ive d  b y in divid ua l e m p loye e s to  fu n d  re tirem e nt  b e n e fits  p a id  b y  

th e  fe d e ra l gove rn m en t. For 2022, th e  socia l se curity ta x is  12.4 p e rcen t. Ha lf of th e  ta x  
(6.2 p e rce n t) is  withhe ld from  th e  e m ploye e’s  wa ges  a n d h a lf (6.2 p ercen t) is p a id  b y the  
e m p loye r. Th e  p ortion  re la tin g to th e  socia l se curity p ortion  of th e  fe de ral ta x is  sub je ct 
to a wa ge lim ita tion th at p e riod ically ch a nges  wh ile  th e  p ortion  re la tin g to th e  fe d e ra l  
Me d ica re  p rogram  (1.45 p e rce nt im pose d on  e a ch  of  th e  e m p loye r  a n d  th e  e m p loye e )  
is  n ot su b je ct to a n y su ch  lim ita tion . 

2. Federal unemployment tax 

Fe d e ra l u n e m ploym e n t ta x (FUTA) is  im p ose d  on  th e  wa ge  p a ym e n ts  th a t e m p loye rs  
m a ke  to  th e ir  e m p loye es  for  se rvice s  p erforme d  with in  the  Un ite d  Sta te s  re ga rd le ss  of  
th e  citize n sh ip or  re s ide ncy of th e  e m p loye r or  e m p loye e . Th e  2022 p roje cte d ta x rate  is  
6 p e rce n t on  th e  firs t $7,000 of wa ge s  of e a ch  e m p loye e . Con n e cte d  to th is  fe d e ra l 
u n e m p loym e nt in su ra n ce  p rogram , m os t s ta te s a lso im pose  th e ir  own  u n e m p loym e n t  
ta xe s  th a t a re  cre d ita ble a ga in st FUTA ta x wh e n  p a id ; ra te s  va ry from  s ta te  to s ta te  a s  
we ll a s  on  th e  h is toric u n e m p loym e n t p e rform a n ce  of e a ch  p a rticu la r  e m p loye r.  

3. Employer reporting and withholding 

An  e m p loye r (wh e the r  a  d om e stic or  fore ign Un ite d  State s e m p loye r) is  resp on s ib le  for  
with h old in g a n d  re m ittin g Un ite d  Sta te s  fe d e ra l, s ta te , a n d  loca l in com e  a n d  socia l 
se cu rity ta xe s  from  th e  wa ge s  of re s id e n t a n d  n on re s id e n t a lie n  e m p loye e s . Th e  
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S employe r is also responsible for reporting the compensation income of its employees 
working in the United States. 

Federal, state, and local credits and incentives 

Although the U.S. network of federal, state, and local taxes can be complex to navigate, 
there are a lso federal, state, and local incentives available for inbound investors where the 
investment involves material capital investment, research and innovation, or leads to job 
creation. These can include tax credits, abatements, cash grants, land grants, low interest 
loans, and other benefits. Companies should consider a strategy for identifying and 
securing these investment incentives as they can help mitigate upfront costs and ongoing 
operational costs associated with investing in the United States, as well as strengthen the 
inbound investor’s relationship with the U.S. communities in which it does business. 

Glossary 

Branch profits tax (BPT) : The branch profits tax, which simulates the tax treatment of a 
corporation that issues dividends, is a 30 percent U.S. federal tax on deemed withdrawals 
from a branch. The tax base for the branch profits tax is the dividend equivalent amount, 
which is essentially the branch earnings for the year less the amounts reinvested in the 
United States. In some cases, t he 30 percent branch profits tax can be reduced or 
eliminated by treaty. 

C corporation : Under U.S. law, most corporations are established in accordance with the 
law of the state of incorporation. Although the corporate laws of most states are similar, 
those of certain states are more flexible than others. A corporation has a separate legal 
identity distinct from its shareholders. This can be used to cap any risks that may be 
inherent in a branch or partnership. A “C corporation” is a reference to the United S tates 
federal income tax treatment of a corporation under Subchapter C of the IRC. Most 
corporations are treated as “C corporations” unless special elections or qualifications apply. 
Use of a C corporation also prevents United States profits and losses from flowing up to 
th e  sh a re h olde rs.  The  p rofits  e arn ed  b y a  C corp ora tion  a re  sub je ct to  a  21 p e rce n t fe d e ra l  

in com e  ta x ra te  (p lu s  a n y a p p lica b le  s ta te  a n d  loca l ta xe s) in  th e  Un ite d  Sta te s .  

Effectively connected income (ECI) : In com e  th a t is  e ffective ly con ne cted  to a U.S. tra de  or  
b u s in e ss a ssociate d with  a ctivity th at is  con side ra ble , con tin uou s, re gu la r, a n d  su b s ta n tia l.  
ECI is  ge n e ra lly u se d  to d e te rm in e  wha t fore ign corp oration s  a n d  th e ir  U.S. b ra n ch e s  a n d  
p a rtn e rsh ip s  a re  su b je ct to  U.S. ta x. 

Fixed, dete rminable, annual, or periodic income (FDAP): In clu d e s  d ivid e n d s , in te re s t,  
re n ts , a n d roya lties ; ge n e ra lly e xclu d e s  ga in s  from  th e  sa le  of re a l or  p e rson a l p rop e rty.  
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S Federal Insurance Contributions Act (FICA) : A social tax imposed on wages or salaries 
rece ived by individual employees to fund retirement benefits paid by the U.S. federal 
government. 

Federal unemployment tax (FUTA) : Imposed on the wage payments employers make to 
their employees, regardless of the citizenship or residency, for services performed within 
the United States. 

Internal Revenue Code (IRC) of 1986, as amended : The basic federal income tax law for 
the United States. 

Internal Revenue Service (IRS) : The agency of the U.S. federal government responsible 
for enforcing U.S. federal tax laws, collecting taxes, processing tax returns, and issuing tax 
refunds. 

Limited liability company (LLC) : An entity created under state law. From a U.S. federal 
income tax perspective, an LLC is an eligible entity that can be treated as either a 
partnership, a corporation, or a disregarded entity. An LLC may be disregarded only if it has 
a single member (i.e., owner). If it has two or more members, unless it elects to be treated 
as a corporation, an LLC is treated as a partnership for U.S. federal income tax pur poses 
(provided it does not engage in certain businesses for which such an election is not 
permitted). From a state business law perspective, LLCs provide their members with 
liability protection similar to that offered to shareholders by being organized in corporate 
form. 

Permanent establishment (PE): A fixed place of business through which the business of 
an enterprise is wholly or partly carried on, which most U.S. double tax treaties say 
includes a place of management, a branch, an office, or a factory. 

Sales and use tax : Sales and use taxes in the United States are generally assessed at the 
state and/or local level and are usually assessed on the final consumer purchase, with 
wholesale transactions remaining tax exempt. As a general rule, all sales of tang ible 
personal property are subject to sales or use tax unless specifically exempted by statute 
(sales of services and intangible property vary by state). Use taxes are imposed on the use, 
storage, or consumption of tangible personal property by a business itself, within a state’s 
borders. 

State tax nexus : Generally refers to the requisite business activity in a state or local taxing 
jurisdiction sufficient to allow a state to impose an obligation to pay or collect and remit a 
tax. Based on U.S. Supreme Cou rt rulings, state tax nexus can be limited by provisions of 
the U.S. Constitution. Moreover, state laws may also establish the thresholds by which a 
taxpayer may have sufficient connections to the state to be subject to a state tax payment 
or collection ob ligation [generally based upon physical presence, such as the presence 
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S (even on a temporary basis) of employees or independent contractors in the state, leased 
property in the state, or based on the dollar amount or number of transactions occurring in 
the state]. Such rules vary from state to state and also, even within the same state, based 
upon the type of tax. As indicated elsewhere, U.S. income tax treaties by their very terms 
do not apply to the states. Consequently, even though a non -U.S. company may not have a 
PE in the United States due to the invocation of treaty protection, it may still have “state tax 
nexus” and an obligation to pay or remit certain state or local taxes. 

U.S. trade or business : There is no comprehensive definition of a U.S. trade o r business; it 
is largely defined by case law. In order to make a determination of whether a trade or 
business exists, the owner’s level of activity must be measured. Activity in pursuit of profit 
that is “considerable, continuous, and regular” is necessary to establish a trade or business. 

About EY 

EY is a global leader in assurance, tax, transaction, and advisory services. The insights and 
quality services we deliver help build trust and confidence in the capital markets and in 
economies the world over. We develop outstanding leaders who team to deliver on our 
promises to all of our stakeholders. In s o doing, we play a critical role in building a better 
working world for our people, for our clients and for our communities. 

EY refers to the global organization, and may refer to one or more, of the member firms of 
Ernst & Young Global Limited, each of wh ich is a separate legal entity. Ernst & Young Global 
Limited, a UK company limited by guarantee, does not provide services to clients. For more 
information about our organization, please visit ey.com. 

Disclaimer 

This chapter was prepared by Jillian Symes, Julia Tonkovich, and Brian Smith with EY. Views 
expressed in this chapter are the authors’ own, not that of the International Trade 
Administration. This chapter does not constitute legal advice. Readers interested in 
investing in the United States should c onsult legal counsel. 
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The key to any organization is people, and any company doing business in the United 
States will have to recruit, interview, hire, and manage a workforce. The process of 
hiring and managing a U.S. -based workforce may differ greatly from those practices 

customary in other countries. In the United States, employers are regulated by (1) fede ral 
laws that apply to all companies regardless of location; (2) state laws, for the individual 
state(s) where the employees are physically working; and (3) local - or city -based ordinances 
in some larger cities. Also, the law may be shaped by “public polic y” considerations and 
court decisions. Employers are generally afforded great latitude in structuring their 
workplace policies and practices. This freedom, however, is not without limits, as federal, 
state, and local laws regulate such areas as minimum wag e and other issues relating to the 
payment of wages and prohibit workplace decisions taken for discriminatory reasons. 
There are also other types of protections, including those for disabled or pregnant workers. 

This chapter is designed to provide a general overview of federal, state, and local laws; how 
these laws work to protect employers and employees; and how the United States works to 
provide safeguards against discrimination through the classification of people into 
“Protected Classes.” In fact, these protected classes should be some of the most important 
considerations for employers as they delve 
into the laws governing the workplace. Title 
VII of the Civil Rights Act of 1964 and 
corresponding federal civil rights statutes 
define who is protecte d. In the United 
States, employment laws prohibit 
discrimination based on these protected 
characteristics, which Federal law identifies 
as age, race, sex and gender, national 
origin, disability, color, and religion. Several 
U.S. states and some local gover nmental entities have added to these categories to provide 
broader protections. 

Section 1 – The Employment Relationship 

Recruitment 

In a nutshell, recruitment cannot show a preference for a class of people or discourage 
someone from applying because they a re in a protected class. This is true whether an 
employer recruits through job postings, recruiters, or word of mouth. For example, job 
postings cannot seek “females” or “recent college graduates,” since the first would show a 
preference for women and disc ourage males from applying, and the second would 
discourage people over 40 from applying. Likewise, employers cannot direct their 
recruiters to only interview people inside or outside protected categories or recruit in a way 
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review job postings for potential issues to ensure neutral language and impact and review 
directions given to recruiters. There are also some state -specific restrictions on what 
employers may inqu ire about pre -hire, such as salary histories. 

Employee benefits are an essential part of U.S. recruitment and compensation. While 
benefits vary by size of the business, geographic region, and sector of the economy, the 
most common are health care (medical, dental, and vision), retirement plans, and paid time 
off. Some less common, but still popular, benefits include incentive programs, education 
reimbursement, and discounts on some products. Employee benefits are constantly 
evolving to incorporate new conce pts and new expectations from employees. Many 
companies are reassessing their benefits in light of the priorities of the workforce they are 
looking to attract and retain. Each employer is free to choose the types of benefits they 
offer and how these benefi ts are provided. However, some benefits must be offered 
uniformly to all similarly situated employees. There are also some selected benefits that 
can be tailored for specific employees or potential employees. A key point to remember is 
that the legal requi rements and restrictions are changing as fast as the benefits. 

Interviews 

Like recruitment, employers should not inquire into, or make decisions based upon, an 
applicant’s disability, race, color, gender, sex, national origin, age, or religion. Employers 
should avoid asking questions about family or marital status and club or union 
membership. Instead, interview questions should be limited to determining if a person is 
qualified for the job. For example, if a job requires an employee to lift 50 pounds, the 
interviewer can ask if the applicant meets 
all the required qualifications. On the other 
hand, the interviewer should not ask, “I see 
you are in a wheelchair. Can you still lift 50 
pounds?” Similarly, if an employer requires 
applicants to take a test as p art of the hiring 
process, the test must be related to the job 
and may not exclude people because of 
their membership in a protected category. 

Ban the Box Laws 

Multiple states (1 6 at the time this chapter was drafted) , and many more cities, have 
implement ed so-called “Ban the Box” laws. These laws are designed to limit or eliminate 
employers’ ability to inquire into past criminal convictions or use past convictions in hiring 
decisions. While these laws vary between states (and localities), they generally: restrict the 
type of conviction that can be asked about; limit the ability to use past convictions in hiring 
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information is used in hiring decisions. Several localitie s within these states have additional 
requirements on what information can be sought or used. Some states require a detailed 
analysis be undertaken before rejecting a candidate based on a criminal conviction. 

Pre-Hiring Drug Testing 

Pre-hiring drug testing is another area where the laws and requirements vary dramatically 
between various states and localities. Some states have no restrictions on pre -hiring drug 
testing; others have some limited restrictions. Certain localities go even further by 
eliminat ing the ability to require pre -hiring drug testing, except under v ery limited 
situations, or by restricting employers from test ing for certain drugs such as cannabis, 
except in certain narrow circumstances. Some states that permit the use of medical 
mariju ana have revised testing procedures to accommodate the use of cannabis outside of 
work. There is some tension between federal and state law on the issue of drug testing. 
Some employers who have federal contracts, federal grants, or are subject to Departmen t 
of Transportation (D OT) or Department of Defense (D OD) guidelines, may have more 
expansive drug testing requirements than those permitted under state law. 

Managing the Workforce 

Employers have great latitude about decisions on promotions, pay increases, discipline, or 
termination. However, employers must be mindful to follow Equal Pay Act laws and other 
non -discrimination and non -retaliation laws in making these important workplace 
decisions. Again, employers must consult federal, state, and local laws on these topics. 
(Refer to Section 4 : Compliance ) In general, employers are free to design pay policies based 
on merit, performance metrics, client development , or other important considerations 
without being lock -stepped solely by tenure or the position lev el. 

Section 2 – At -Will Employment 

Almost every state in the United States applies some version of the “at -will” employment 
doctrine. Generally, the at -will doctrine means that either the employee or employer may 
terminate the relationship at any time, wit hout notice or “cause.” Any employment 
decision, even taken in a state that follows a broad application of the at -will employment 
doctrine, must still comply with all federal, state, and local laws regulating employment 
decisions, including protected class es. 

The at-will doctrine may be a new concept for international business investors, who may be 
accustomed to hiring through employment contracts with a fixed term (duration) that may 
restrict the ability to terminate employees. Under the at -will doctrine, there is no set term 
of employment, no standard affecting employment decisions, and, as a result, each party 
can end the employment relationship at any time. In short, the doctrine does not require a 
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wishes to stop working can end the employment relationship at any time, as can the 
employer. Indeed, since 1888, Texas has held that employers can terminate an employee 
for good cause, bad cause, or no cause at all. Most othe r states have court decisions that 
contain similar holdings . 

Employers and employees can disregard the at -will doctrine by entering into contracts that 
specify the length of employment and the conditions for, and consequences of, 
termination. Even without an express written contract, however, the doctrine does have 
some limitations. Even though the at -will employment doctrine presents a straightforward 
approach to the employment relationship —both parties will continue to work together if 
each party desires to continue the relationship —the application of federal and state law 
supersede the doctrine. The most obvious exception is that an employment decision 
cannot be based on an act or reason that has been deemed “illegal,” and for purposes of 
this cha pter any hiring or firing practices where the decision is based on the employee’s 
identification with any protected class is illegal. 

In addition to non -discrimination limits, several states provide protection against 
“retaliation,” such as termination bec ause an employee has engaged in whistleblower 
activities (such as reporting illegal or fraudulent conduct; filing a complaint about 
discrimination or unpaid wages; seeking workers’ compensation benefits; or engaging in 
some other protected action). 

Moreove r, when applying the at -will employment doctrine, some states exercise an 
amended version of the doctrine. For example, some states apply an implied contract 
exemption to the doctrine, meaning employers can establish a “just cause” standard for 
employment decisions through a contract, an employee handbook, or other employment 
policies. Further, some states applying the doctrine also exercise a good faith exemption. In 
these states, even though the at -will doctrine applies, an employer may only terminate 
emp loyees for “just cause.” 

While the at -will doctrine provides 
employers with a fair amount of 
flexibility, there are limits based on 
federal, state, or local law that must be 
considered. Employers should take care 
that internal personnel policies do not 
create contractual expectati ons. As a 
practical matter, most employers use 
caution when terminating employees. 
The expense of hiring and training and 
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evaluate before terminating employment. 

In addition, unemployment insurance is an important consideration. Most states require 
that employers contribute monies into a state unemployment insurance fund administered 
by the state government. Employees who are terminated are often eligible to make a clai m 
for unemployment benefits, which is a partial wage replacement for a period to assist the 
employee until he or she can locate new employment. The amount the employer is 
required to contribute to the fund is determined by several factors, including the to tal 
amount of the payroll dollars and the employer’s claims experience. If an employer has 
high turnover of its employees, and many former employees file for unemployment 
benefits, the employer is likely to receive a risky rating and may be required to con tribute a 
higher percentage based on its adverse claims experience. Employers and employees can 
submit information relating to the termination and claim; employers can object; and there 
are limited appeal rights if either employee or employer disagree with the findings of the 
unemployment claims examiner. 

As a practical matter, employees who do not understand why they are terminated are 
more likely to file an administrative or court claim against their employer alleging 
discrimination or wrongful terminatio n. As such, most employers attempt to resolve 
performance problems and terminate only where the problems are unsolvable, the 
employee is unsuitable, or there are financial issues compelling the termination. 

Section 3 – Use of Employment Agreements 

An empl oyer may decide that it is useful to have employment agreements for its executives 
or key employees. This type of agreement is helpful to cover such essential terms as: (1) 
length of employment; (2) expanded notice upon resignation; (3) compensation and bo nus 
structures; (4) equity participation; (5) termination for cause or without cause; (6) 

severance; (7) post -employment 
restrictions, such as non -competition, non -
solicitation, and nondisclosure covenants; 
(8) detailed performance expectations; (9) 
housin g, car, or entertainment stipends or 
allowances; and (10) relocation benefits and 
expectations. If the business is a start -up or 
encountering financial difficulties, the 
agreement may cover a “stay bonus” or 
otherwise incentivize remaining with the 

employe r for a period. Severance provisions can be important as a method of pre -
negotiating the end of the employment agreement, minimizing the consequences of any 
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up the right to make a post -employment claim for damages, where permitted. 

In addition to executives, employment agreements are useful for employees who have 
access to, and work with, trade secrets and confidential information; who are hired to 
invent or work on resea rch and development (R&D) activities; or where the employee will 
be responsible for developing good will (sales). There is federal and state statutory 
protection for some of an employer’s intellectual property rights; however, in the absence 
of a written a greement and affirmative steps to safeguard proprietary information, an 
employer’s rights may be unsettled or result in shared ownership of an intellectual 
property asset. Employers may wish to impose post -employment restrictions on working 
for a competito r, soliciting employees or customers, or disclosing confidential information. 
Invention agreements detail ownership rights in intellectual property conceived or 
developed by the employee with the employer’s time or resources. An employer may elect 
to have stand -alone agreements covering the protection of trade secrets, good will, non -
competition, or intellectual property rights. Employers may instead include these post -
employment restrictions in a general employment agreement covering the topics identified 
in the preceding paragraph. 

State law varies on the requirements for such agreements and their ultimate enforceability. 
All agreements must be supported by “consideration.” In legal terms, consideration is a 
bargained -for exchange of something of value for something else of value. The parties of 
the agreement can decide if what they are exchanging is valuable enough to be part of the 
agreement. Sometimes, continued employment can be deemed sufficiently valuable and 
therefore enough “consideration” to uphold the agreement. The agreements themselves 
must be reasonable in scope, duration, and geographic area subject to the post -
employment restraints. In addition, they must support legitimate interests, such as 
protection of trade secrets or goodwill. Under no c ircumstance can they be created for the 
sole purpose of limiting competition between similar goods or services. Lastly, the 
agreement cannot violate public policy, be injurious to the public interest, or unduly 
burdensome to the employee. Courts enforce th ese agreements to varying degrees; if this 
is of importance, employers should consult with employment counsel in their specific 
geography and/or their specific industry, as specialized aspects to these negotiations might 
exist. 

Section 4 – Compliance 

Empl oyment Laws 

U.S. federal and state employment laws generally prohibit discrimination, harassment, and 
retaliation based on protected classes, characteristics, and conduct. Most federal 
employment laws cover employers with 15 or more employees. Federal laws prohibit 
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genetic information, citizenship, pregnancy, veteran or military status, and age (federal law 
protects employees who are over age 40, Oregon and the District of Columbia protect 
employees 18 and older, and Michigan and New Jersey protect employees of all ages). 
Federal law protects LGBT (lesbian, gay, bisexual, and transgendered) employees . In 
addition, at the time of publication , more than 3 2 states and the District of Columbia 
protect sexual orientation and/or gender identity/expression. 

State employment laws expand coverage to smaller businesses or provide additional 
protection , such as : 

• He igh t a n d  we igh t: Mich iga n a n d  Wa sh in gton 
• Ma rita l s ta tu s  a n d  p a re n th ood : Ala b a m a  
• Posse ss ion  of a  d rive r’s  lice n se : Ca liforn ia 
• Exe rcise  of fre e  sp e e ch  r igh ts : Con n e cticu t  
• Re p rod u ctive  h e a lth  d e cis ion s : De la wa re , Ha wa ii  
• Fa m ily re sp on s ib ilitie s : De la wa re , th e Dis tr ict of Colu m b ia 
• Pe rson a l a p p e ara nce, m a tr icu la tion , or  p olitica l a ffilia tion : Th e Dis tr ict of Colu m b ia 
• Cre d it h is tory: Th e Dis tr ict of Colu m b ia , Ha wa ii, Illin ois , Ore gon 
• Bre a s tfe e d in g: Th e Dis tr ict of Colu m b ia , Illin ois 
• AIDS a n d  HIV s ta tu s : Florida ; Missou ri; Ne bra ska ; Ve rm ont; Sa n Fra n cisco, Ca liforn ia 
• Sickle  ce ll tra it: Florid a , Lou is ia n a , North  Ca rolin a , Ne w Je rse y  
• Arre s t re cord  a n d crim in a l h is tory: 13 s ta te s 
• Prote ctive  ord e r  s ta tu s a n d  work a u th oriza tion  s ta tu s : Illin ois 
• Ch oice  of a  Sa b b a th : Ke n tu cky  
• Sta tu s  a s  a  sm oke r or  n on -sm oke r: Ke n tu cky, Lou is ia n a , Miss iss ip p i, Ne w 

Ha m p sh ire , Ne w Je rse y, Ne va d a , Okla h om a , Ore gon 
• Exe rcise  of r igh t to b e a r  a rm s: North Da kota 

Me d ica l a n d  re cre a tion a l m a riju a n a  u se rs  a re  p rote cte d  in  m ore  th a n  18 s ta te s . As  of 
Ja n u a ry 2022, 12 s ta te s a lso p roh ib it h a irs tyle  d iscrim in a tion . 

Wage & Hour Laws 

Th e  Fe d e ra l Fa ir La b or Sta nd ards  Act (FLSA) a nd  va riou s s ta te  wage  a n d  h ou r  la ws  re q u ire  
th a t e m p loye rs  com p ly with  m in im u m  wa ge  re q u ire m e n ts ; p rop e rly cla ss ify worke rs  a s  
e xe m p t or n on -e xe m p t from  ove rtim e  p a y; a n d  im p ose  re cord ke e p in g ob liga tion s , ch ild  
la b or re s tr ictions , a n d  p osting re quirem e nts . Th e se  la ws  a lso p roh ib it th e  m iscla ss ifica tion 
of e m p loye e s  a s  in d e p e n d e n t con tra ctors .  
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Federal and state LOA laws require employee LOAs in specific circumstances and prohibit 
retaliation against employees who exercise their LOA rights. The Federal Family Medical 
Leave Act (FMLA) requires employers with 50 or more employees who work in a 75 -mile 
(120-kilometer) radius to provide 12 weeks of unpaid leave for eligible employees’ own 
serious medical condition or the care of a covered family member. Other federal and state 
LOA laws require unpaid leave s for bereavement; military service; jury and witness duty; 
voting; victims of domestic violence or criminal activity; blood, bone marrow, and organ 
donation; school activity; pregnancy and nursing mothers; and voluntary firefigh ter, first 
responder, or civil air patrol. Although federal LOA laws require only unpaid leave, 1 6 states 
and various municipalities now require paid sick leave. 

Required Harassment Prevention Training 

Federal law does not yet require that employers provi de sexual harassment prevention 
training; however, it is required in seven state s and in N ew York City, New York . 

Posters, Notices, and Filings 

U.S. employers must post conspicuous summaries of applicable federal and state 
employment laws. The Department of Labor (DOL)e-Laws Poster Advisor helps employers 
determine which federal law posters must be posted. States require additional posters for 
unemployment insurance, worker’s compensation, workplace safety, and wage laws . More 
information on employment law poster requirements by state can be found on a state -by-
state basis. 

Work Eligibility Concerns 

All employers are required to have e mployees complete I -9 Forms and provide appropriate 
documentation that the employee is eligible to work in the United States. Employers are 
required to maintain such records and provide access to these completed forms if audited. 

“Right -To-Work” 

In the Uni ted States , workers in many industries have unions that are designed to help 
employees in bargaining for wages and benefits with employers. Unions are not necessarily 
present in all industries , and some unions are more powerful than others, but where 
union s exist, members pay dues. The “Taft -Hartley Act” (better known as The Labor 
Management Relations Act of 1947) implemented the right -to-work concept at the federal 
level by putting into law that employees can choose to join a union or not, pay dues or not, 
and cannot be forced out of their job if they choose not to join a union. In addition, 
employees who do not join the union can still benefit from the services offered by the 
union because the union exists to represent all employees. This relationship is s o ingrained 
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they feel they were not well represented in their case against their employer. In addition to 
the federal -level regulation, 27 states and Guam have right -to-work laws currently in effect. 

Section 5 – Privacy Laws 

Employee privacy in the United States does not consist of a unified privacy law, but rather a 
series of laws at the local, state, and federal level, many of which apply only to specific 
aspects of privacy or certain sectors of the economy. At the federal level, there are several 
prominent laws dealing with privacy, three of which often come into consideration with 
hiring and employment matters. 

First is the Federal Trade Commission Act (FTC Act), wh ich governs the collection of 
personal information on websites. Most importantly, the FTC Act requires those collecting 
personal information from a website to specify what information is collected and how it will 
be used. This is critical to keep in mind w hen hiring individuals or seeking qualified 
candidates for a position through a website, even if a third party or add -in is used to do so. 
The FTC Act will apply if the information is collected by employers or for their benefit. 

The second applicable federal law is the Health Insurance Portability and Accountability Act 
(HIPAA), which covers health benefits provided to employees once employed. HIPAA 
requires certain disclosures to employees and prohibits disclosure of protected health 
inform ation without express authorization. Employers must also set up HIPAA -specific 
procedures and practices, conduct a risk assessment, and enter into agreements with third 
parties that may receive information subject to HIPAA on the employer’s behalf. 

The thi rd important privacy regulation is the Genetic Information Nondiscrimination Act 
(GINA), which prohibits employers from using genetic information to make most decisions 
about employees. 

At the state level, almost every state and the District of Columbia h as passed laws 
protecting their residents. While these laws differ greatly and are being revised and 
expanded regularly, a few key components are common and applicable to employment. 
First, in the event personal information is used in a way that violates t he law or is used 
contrary to its intended purpose, the individual must be notified about what happened, 
advised on how to prevent the risk of identity theft, and, in many cases, the employer must 
contact the state or federal government. Second, many state s have passed laws prohibiting 
employers from requesting or otherwise accessing personal accounts of employees, 
especially social media. Third, individuals, including employees, must receive notice of their 
rights regarding their personal information and h ow their personal information is being 
used. This often goes well beyond what is required to comply with the FTC Act described 
above. Specifically, in some states, notices must be provided about where information is 
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dataset. Fourth, states are increasingly restricting when and how very sensitive 
information, such as biometric information, can be collected and used. 

In all cases, employers must carefully monitor thei r data collection and maintain employee 
privacy, keeping such information well contained. Meeting these standards at the state and 
federal level requires the assistance of knowledgeable professionals. If data is exchanged 
outside of the United States in co untries that have their own data protection laws, U.S. -
based employers must comply with those laws as well. 

Section 6 – Employee Recourse 

If employers run afoul of federal, state, or local employment laws, aggrieved employees 
have several avenues to vindic ate their rights. First, if the employer has workplace policies, 
the employee can use the employer’s internal resources, such as their manager or human 
rights manager, to address the departure from a workplace rule or law. Employees are not 
required to do this, but this is a viable option. An employee may file a complaint with either 
a federal or state civil rights agency , such as the EEOC or the state’s department of labor. 
Some laws require that the employee first file a complaint with such an administrat ive 
agency (called “exhaustion of administrative remedies”). Other laws do not require 
exhaustion and an employee can file a complaint with any court that has jurisdiction to 
hear the controversy – typically the state or federal court where the employee wo rks or 
lives. Lastly, by agreement, an employer may compel the employee to pursue claims 
through an alternative dispute mechanism, such as arbitration. 

Conclusion 

The United States provides great investment opportunities and a well -educated diverse 
workfo rce. There is a substantial amount of freedom to recruit, manage, and retain a 
productive workforce. This chapter has sought to provide a high -level review of these key 
areas of flexibility as well as the restrictions that employers need to know. However, it is 
strongly encouraged that any business consult legal advisors for more specific information 
about the legal requirements where the new business will operate. 

Glossary 

Arbitration : Arbitration is a private method of resolving a dispute without either party 
having to file a complaint with an administrative agency or court. The parties can use the 
rules established by a recognized arbitration association, set their own rules by contract, or 
refer to the federal or state arbitration act. The purported benefits to using arbitration are 
confidentiality (no public filing in an agency or court), shorter time to resolve the dispute, 
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judge to make decisions, no jury to hear the dispute, and limited appeal rights. 

At -Will Employment : At-will employment is a policy that provides employee or employer 
with the freedom to end the employment relationship at any time, for any reason (except 
for an unlawful reason), without advance notice. In the absence of an employment 
agreement, or a specific federal or state statute, employers need not pay any separation 
pay, severance pay, or notice pay. Employers must comply with the law in terms of paying 
wages and accrued but unused benefits (such as vacation or sick time); otherwise, 
employers are free to create employment policies addressing what is payable at the time of 
termination. 

Employee Benefits : Employee benefits typically refe r to the accoutrements or emollients 
of employment, such as paid time off, health insurance, retirement plans, and flexible 
benefit plans. Most states do not require provision of paid time off, except for sick time. 
But most employers routinely provide tim e off not only for sickness, but personal reasons 
or vacation as well. Most states do not requirement payment of unused paid time off at the 
time of termination, but some do. If the employment policies or practices require such 
payment, then the employer m ust follow those policies or practices. 

Consideration : Consideration” is a bargained -for exchange of something of value for 
something else of value (for example, the promise to work in exchange for payment). 

Exhaustion of Administrative Remedies : A federa l or state law may require that an 
employee file a complaint with a specific administrative agency before he or she can file the 
complaint in court. The idea behind exhaustion is that the specific administrative agency is 
charged with the responsibility to enforce the law and has expertise in interpreting the law, 
an interest in deterring violation of the law, and expertise and authority to issue a remedy, 
including a public -facing remedy. For example, if an employee wants to file a claim under 
Title VII of the Civil Rights Act alleging she was fired because she was a woman, she will first 
have to file the complaint with the EEOC and provide them with an opportunity to resolve 
the dispute before she can file a complaint with a federal or state court of law a nd submit 
her dispute to a jury. 

Federal Law : Federal law refers to the United States Constitution and its Amendments, 
and the Acts passed by the United States Congress and signed by the sitting President. 
Various federal agencies having oversight or enfor cement responsibilities for certain laws 
may publish regulations that interpret federal law and provide more detail on the scope of 
the law. Also, federal agencies may publish guidelines that provide interpretative guidance 
to regulatory bodies, employers, employees, and the courts. In this paper, all these sources 
are considered federal law. 
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executive branch, legislative branch, and judicial system. Instead of a president, states have 
governors. States are permitted to pass laws if the state law does not conflict with or 
override federal law. For example, the states can establish their own minimum wage which 
may differ from the federal law but cannot be a lesser amount than the federal minimum 
wage law. The states can enact more generous rules of law, but not more restrictive. Many 
states augment federal employment law by provider greater employment rights or 
benefits; however, some do not. The law of some states closely mirr ors that of federal law. 
One approach is not better than the other. It is simply something to be aware of when 
conducting business in the United States. Business activities need to comply with federal 
and state law, and even local law, such as that enacted by larger cities. 

About Clark Hill 

At Clark Hill, our value proposition is simple. We offer our clients an exceptional team, 
dedicated to the delivery of outstanding service. We recruit and develop talented 
individuals and empower them to contribute to o ur rich diversity of legal and industry 
experience. With 27 locations and more than 650 lawyers spanning the United States, 
Ireland, and Mexico, we work in agile, collaborative teams, partnering with our clients to 
help them reach and exceed their business goals. Please visit the firm’s website at 
http://www.clarkhill.com to learn more. 

Disclaimer 

This chapter was prepared by Michael Sachs, Adam Boland, Vanessa Kelly, Paul Starkman, 
and Charles Russman with Clark Hill. Views expressed in this chapter are the author’s own, 
not that of the International Trade Administration. This chapter does not constitute legal 
advice. Readers interested in investing in the United States should consult legal counsel. 
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S I. Introduction 

T h e  Un ite d  Sta te s  h a s  con s is te n tly ra n ke d  a s  a  top  d e s tin a tion  for  fore ign  d ire ct  
in ve s tm e n t (FDI). Th e Un ited  State s  b oa sts  a  h igh Ea se of Doin g Bu s in e ss  ra n kin g, a  
p op u la tion  of ove r 325 m illion  p eop le, th e  world ’s la rge s t e con om y, a n d on e of th e 

b e s t e d u ca ted , m os t p rod uctive , a n d m os t in nova tive  workforce s  in th e  world . Th e  b e ne fits 
of a n  op e n  in ve s tme n t re gim e , b a se d , to th e  e xte n t p oss ib le , on  th e  p rin cip le  of n a tion a l  
tre a tm e n t, h a ve  b e e n n ote d for  d e cad es . Nationa l tre a tm en t s trives  to e n sure  tha t fore ign -
own e d  com p a n ies  in  the  Un ite d  State s a re  tre ate d th e  sa me  a s  d om e s tica lly  own e d  firm s .  
Th is  p rin ciple  a n d  its  b e ne fits  we re  e loq u e n tly e xp re sse d  in  a  p olicy s ta te m e n t is su e d  b y  
Pre s id e n t Ron a ld Re a ga n in  1983. 7 Tha t p olicy s ta te me n t e m p ha s ize d  furthe r  libe raliza tion 
of tra d e , p rote ction of in te lle ctua l p rop e rty r igh ts  a rou nd th e  world, a n d  the  im p orta n ce of 
n a tion a l tre a tme nt a s a p rin ciple . Su b se q u e n t U.S. Pre s id e n ts  h a ve  a lso e m p h a s ize d  th e  
im p orta n ce  a n d  b e n e fits  of th e  Un ite d  Sta te s ’ lib e ra l a n d  op e n  in ve s tm e n t re gim e .  

Give n  th e  op e n n e ss  of th e  Un ite d  Sta te s  in ve s tm e n t re gim e  a n d  th e  va s t a m ou n t of FDI 
th a t th e  cou n try con tin ue s to a ttra ct, it m a y se e m u n ne ce ssa ry to con s id e r th e lim ita tion s 
fore ign  in ve s tors  m a y fa ce . In d e e d , th e se  
lim ita tion s  a re  fe w a n d  fa r  b e twe e n , b u t  
fore ign  in ve stors  a nd  th eir le ga l  cou n se l  n e e d  
to b e  a wa re  of th e m . Th is  ch a p te r  d e scrib e s  
th e  m os t im p orta n t lim ita tion s  b y se ctor  a n d 
d oe s  n ot cove r, n or is  it m e a n t to cove r, 
a u th oritie s  a n d  a ctivitie s  of th e  Com m itte e  on  
Fore ign  In ve s tm e n t in  th e  Un ite d  Sta te s  
(CFIUS). 8 Th is  ch ap ter  re fle cts  th e  vie ws  of th e  
a u th or a n d  is  in te n d e d  a s  a  s ta r tin g p oin t to  
u n d e rs ta nd ing th e  lim ita tion s  on  inve sting into 
th e  Un ite d  Sta te s . 

Topics Covered: 
• En e rgy Se ctor 
• Tra n sp orta tion  Se ctor 
• Fin a n cia l Se rvice s  Se ctor  
• Misce lla n e ou s (In clu d in g  

Ra d iocom m u n ica tion s  a n d  
Te ch ) 

• Sta te  a n d  Loca l Re s tr iction s  

II. Energy 

A. Atomic Energy 

Com m e rcia l n uclea r p owe r a n d  a tom ic e n e rgy a re  gove rn e d  b y th e  Atom ic En e rgy Act of  
1954. 9 Un d e r th e  Atom ic En e rgy Act, a  lice n se  is su e d  b y th e  Un ite d  Sta te s  Nu cle a r  

7 St a t e me nt  on Int e rna t iona l Inve s tme nt  Policy, Na t iona l Archive s , re a ga nlibra ry.gov/ re se a rch/ spe e che s /90983b.  

8 For more  informa t ion on CFIUS, se e Se le ctUSA Inve s tor Guide , Cha pte r  7: “The  Commit t e e  on Fore ign Inve s tme nt  in  t he 
Unit e d St a t e s .” 

9 42 U.S.C. §§ 2011 e t  se q.  
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S Regulatory Commission (NRC) is required for any person in the United States to transfer or 
receive in interstate commerce, manufacture, produce, transfer, use, import, or export an y 
n u cle a r  “u tiliza tion  or  p rod uction  fa cilitie s” for  com m e rcial or  in du str ia l p u rp ose s .  10 Th e se  
lice n se s  ca n n ot b e  is su e d  to “a n  a lie n  or  a n y a lie n  corp ora tion  or  oth e r  e n tity if th e  
Com m iss ion  kn ows or  h a s  re a son  to b e lie ve  it is  own e d , con trolle d , or d om in a te d  b y a n  
a lie n , a  fore ign  corp ora tion , or  a  fore ign  gove rn m e n t.” 11 

An  NRC-issu ed  lice nse  is  a lso  re q uire d  for  n u cle a r  u se  in  m e d ica l th e ra p y, in d u s tr ia l a n d  
com m e rcia l p u rp ose s , a n d  re se a rch  a n d  d e ve lop m e n t (R&D) a ctivitie s .  12 Th is  se con d  
ca te gory of lice n se s  h as  a  re s tr iction  n e a rly ide ntica l to th e  com m e rcia l lice n se s  p re viou s ly  
d iscu ssed . 13 Th e  lega l limits on  issuing licen se s  to fore ign e n titie s a re im p le m e n te d b y 10 
CFR 50.38, wh ich  p rovide s th a t “Any p e rson  wh o is  a citize n, n a tion a l, or  a ge n t of a  fore ign 
cou n try, or  a n y corp ora tion , or  oth e r  e n tity wh ich th e  Com m ission  kn ows or h a s re a son to 
b e lie ve is own e d, con trolle d or d om in ate d  b y a n  a lie n , a  fore ign  corp ora tion , or  a  fore ign 
gove rn m e n t, sh a ll b e  in e ligib le  to a p p ly for  a n d  ob ta in  a  lice n se .”  

Th e  NRC h a s  th e re fore e s ta blishe d a  “fore ign  own ed , con trolled , or  d om in ate d” te s t (FOCD) 
for  th e  p u rp ose  of d e te rmining if a n in ves tme n t in to th e  Un ite d  Sta te s  civil n u cle a r  se ctor  
m a y fa ll u n d e r th is p roh ib ition . 14 The  NRC h a s is sue d a  Fin a l Sta nd ard Re vie w Pla n (SRP) on  
Fore ign  Own e rsh ip , Con trol, or  Dom in a tion , wh ich d e tails  som e  of th e  com p le xitie s th a t go 
in to  m a kin g a n  FOCD d e te rm in a tion .  15 For e xa m p le , in  som e  s itu a tion s  a  lice n se  ca n  b e  
gra n te d  wh e re  th e re  is 100 p e rcen t indirect own ership  b y a  fore ign p a ren t com pa n y if th a t 
fore ign  p a re nt com p an y’s s tock in  tu rn is  “la rge ly” own e d  b y U.S. citize n s .  16 On  th e  oth e r  
h a n d , th e  a n a lysis u n de r th e  “d om in ation ” p rin ciple  m a y re n de r a n  a p p lica n t in e ligib le  for 
th e  lice n se  if its  corpora te s tructure m a ke s  a  fore ign  com pa ny or  fore ign  citize n  a p p e a r  to  
b e  d om in a n t.  17 

10 42 U.S.C. § 2133.  

11 42 U.S.C. § 2133(d).  

12 42 U.S.C. § 2134.  

13 Compare 42 U.S.C. § 2134(d)with 42 U.S.C. § 2133(d) (using nearly identical language in describing limitations on granting 
licenses to foreign persons or foreign companies). 

14 The NRC also has FOCD information on its website regarding nuclear reactors, which can be found at: 
nrc.gov/rea ctors/focd.html 

15 64 Fed. Reg. 52355 -01, 52358 (Sep. 28, 1999). 

16 Id. (This treatment may reflect a view that in such case the firm is not really foreign owned since it is ultimately, albeit very 
indirectly, owned by U.S. citizens). 

17 Id. 
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S B. Oil, Gas, and Certain Mineral Rights 

Th e  lim its  on  in ves tm en t in th e  oil a n d  gas  se ctor  b y citize ns  of oth e r  cou ntr ie s  a nd fore ign 
corp ora tion s  a re  fou nd in  th e  Mine ral La n d s Le a s in g Act of 1920. 18 Un d e r th a t la w, th e re  
a re  lim ita tion s  on  th e  a cq u is ition  of r igh ts -of-wa y for  oil or  ga s  p ip e lin e s , or  p ip e lin e s 
ca rryin g p rod u cts  refine d from  oil a n d ga s, a cross on sh ore fe d e ra l la nd s. Th ese  re str iction s  
a lso a p p ly to a cq u ir in g le a se s  or  in te re s ts  in  ce rta in  m in e ra ls  (in clu d in g coa l a n d  oil) on 
on sh ore  fe d e ra l la nd s. Citize n s of oth e r  cou n tr ie s  a nd  fore ign corp oration s  m a y h ave  u p to 
a  100 p e rce n t s tock own e rship in a  d om e s tic com p an y tha t own s  su ch  r igh ts , in te re s ts , or  
le a se s , p rovid ed  th at  th e  fore ign  in ve s tor’s  h om e  cou n try re cip roca te s  with  r igh ts  to U.S.  
com p a n ie s .  19 

III. Transportation 

A. Land Transport 

Th e re  a re  two p rim a ry re s tr iction s  on  in ve s tm e n t in  la n d  tra n sp orta tion  in  th e  Un ite d  
Sta te s . Th e  firs t is  for  tran sp ortation within th e  Un ite d Sta tes  (ca bota ge), wh ich is  lim ite d to 
p e rson s  of th e  Un ite d Sta tes  u s ing U.S.-re gis tere d a n d e ithe r  U.S.-b uilt, or  d u ty-p a id  tru cks  
or  b u se s .  20 Th e  se con d  re s tr iction  is  cross -b ord e r b u s  or  tru ck se rvice s , wh ich  re q u ire  
op e ra tin g a u th ority from  th e  De p a rtm e n t of Tra n sp orta tion  (DOT).  21 

B. Maritime Transport 

Th e  occa s ion a l com p le xity of th e  lim ita tion s  on  fore ign in ves tm en t into th e  Un ite d Sta tes is 
p e rh a p s  b e st illus tra te d b y U.S. ca rgo p re fere nce la ws a n d ob liga tion s s te m m in g from th e 
Milita ry Ca rgo Pre fe re n ce  Act of 1904 a n d  th e  Ca rgo Pre fe re n ce  Act of 1954. Milita ry 
cargoes must be carried exclusively on U.S. -flag vessels . 22 At least 50 percent of all 
government -generated (procured, furnished, or financed by) cargo tonnage must be 
carried by privately - owned U.S.-flag commercial vessels (provided those are available at 

18 30 U.S.C. §§ 181, et seq. 

19 30 U.S.C. §§ 181, 185(a) (This requirement of reciprocity applies to deposits of coal, phosphate, sodium, potassium, oil, oil 
shale, gilsonite, gas, and federal lands containing such deposits). 

20 See,“Guidelines For Compliance of Commercial Motor Vehicl es (CMV) and CMV Drivers Engaged in Cross -Border Traffic,” 
Homeland Security, May 2012 at: https://www.dhs.gov/xlibrary/assets/policy/dhs -cross-border -truckin g-guidelines.pdf ; see 
also, “How do I enter the United States as a commercial trucker,” U.S. Customs and Border Protection, at: 
https://www.cbp.gov/border -security/ports -entry/cargo -security/carriers/land -carriers/how . 

21 These regulatory requirements can be found in 49 C.F.R. Subtitle B, Chapter III. 

22 10 U.S.C. § 2631. 
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S fa ir  a n d  re a son a b le  ra te s ).  23 Th is  re q u ire m e n t in clu d e s  a gricu ltu ra l ca rgo, 24 b u t ca rgo 
ge n e ra te d  u nd er Exp ort-Im port Ba nk loa n  gua ran tee s  m us t b e  e xclu sive ly ca rrie d  on  U.S.-
fla g ve sse ls (p rovide d th a t th e gu ara nte e a m ou n t is  ove r $20 m illion or  th e  te rm  of th e  loan 
is  ove r se ve n  ye a rs ).  25 In  tu rn , a  U.S.-fla gge d  ve sse l m u s t b e  own e d  a n d  cre we d  b y U.S.  
citize n s  (with  certa in lim ite d e xce p tion ), 26 b u t th e  e n tity th a t own s  th e  ve sse l m a y h a ve  a  
fore ign  p a re n t com p a n y. Fin a lly, it is  worth  n otin g th a t th e  ca rgo p re fe re n ce  la ws  a n d  
re gu la tion s d o n ot a p p ly to n on -m ilita ry a n d  n on -gove rn m e n t a ge n cy com m e rcia l good s . 

Th e re  a re  se ve ra l lim ita tion s  on  th e  
tra n sp orta tion  of good s  a n d  p e op le  with in  
th e  Un ite d  Sta te s  (ca b ota ge ) b y ve sse l.  
Ca b ota ge  of p a sse n ge rs  is  ge n e ra lly n ot  
a llowe d  b y fore ign -fla gge d  ve sse ls .  27 In 
ord e r  for  a  ve sse l to e n ga ge  in  ca b ota ge  
se rvice s  of good s  or  p a sse n ge rs , it m u s t  
m e e t a t le a s t on e  of th re e  e sse n tia l  
re q u ire m e n ts  q u a lifyin g it a s  e ligib le  to 
e n ga ge  in  “coa s twise  tra d e .” 28 Th e 
coa s twise  tra d e  re q u ire m e n ts  for  a  ve sse l a re  (1) own e rsh ip  b y a  U.S. citize n  a n d  
d ocu m e n ta tion  a s  coa s twise  u nd e r U.S. law (wh ich re q uire s th e  ve sse l to h a ve  b e e n b u ilt in  
th e  Un ite d  Sta te s ); (2) own e rsh ip  b y a  U.S. citize n , e xe m p t from  d ocu m e n ta tion , a n d  
oth e rwise  e n title d  to d ocu m e n ta tion  with  a  coa s twise  e n d orse m e n t b u t for  ton n a ge  
(b e ca u se  ve sse ls  m e a su rin g le ss  th a n  five  n e t ton s  a re  e xclu d e d  from  d ocu m e n ta tion  
a ltoge th e r); or (3) own e rship b y a p a rtn e rsh ip  or  a ssocia tion  in  wh ich  a t le a s t 75 p e rce n t  
in te re s t is  own e d b y a  U.S. citize n, e xe m p t from  d ocum en tation , a n d  oth e rwise  e n title d  to  
d ocu m e n ta tion  with a  coa s twise e n d orse m en t b ut for  ton n age  (b ecau se  ve sse ls m e a suring 
le ss  th a n  five  n et ton s  a re e xclud e d from  d ocum e nta tion  a ltoge the r), citize n sh ip of own e r, 
or both . 29 

The catching and transport of fish in U.S. waters is similarly limited to vessels built in the 
United States and either owned by a U.S. citizen or owned by an entity in which there is at 

23 46 U.S.C. § 55305; 46 CFR 381. 

24 Id. 

25 Id. 

26 See46 U.S.C. § 8103. 

27 46 U.S.C. § 289. 

28 19 CFR § 4.80. 

29 46 U.S.C. § 289. 
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S least 75 percent ownership and control by U.S. citizens. Co ntrol, for the purpose of this 
provision, means either having the right to direct the business of the entity; possessing the 
ability to limit actions of or to replace CEOs; holding a majority of the board of directors, 
general partners, persons serving in management capacities; or being able to direct the 
transfer, operation, or manning of the vessel. Control does not include certain financial 
rights or simply the ability to participate in the previously listed actions. 

The limitations in the maritime tran sportation sector listed above are by no means 
exhaustive. The United States maintains an extensive list of reservations in its international 
tra d e  a gre e m e n ts  re ga rd in g th is  se ctor .  30 

C. Air Transportation 

Air ca rr ie rs m u s t b e  U.S. citize ns  in ord e r to e n ga ge  in  d om e stic  a ir  se rvice  (ca b ota ge ) a n d  
to  p rovid e  in te rn ationa l a ir  se rvice  a s  U.S. a ir ca rrie rs . 31 Fore ign Civil Aircra ft, a s  d e fin e d b y 
U.S. la w, re q u ire  a u th ority from  th e  De p a rtm e n t of Tra n sp orta tion  (DOT) in  ord e r  to  
op e ra te  in  th e  Un ited  State s . 32 Non -U.S. citize n s a lso re q u ire a u thority to e n ga ge in  ind irect 
a ir  tra n sp orta tion  a ctivitie s  su ch  a s  a ir  fre igh t forwa rd in g a n d  p a sse n ge r ch a rte r  
a ctivitie s . 33 Th e  gra n t of su ch  a u th ority is  d e te rm in e d  b y th e  DOT, wh ich  ta kes  in to 
con s id e ra tion , a m on g oth e r  th in gs , th e  re ciprocity gran ted  to U.S.  in ve s tors  b y th e  fore ign  
in ve s tor’s  h om e  cou n try. Un de r th e Avia tion  Program s s tatute s , 49 U.S.C. Su btitle VII, a U.S. 
citize n  is  d efin e d a s  a n in divid ua l wh o is  a  U.S. citize n; a  p artne rsh ip  in wh ich e a ch m e m be r 
is  a  U.S. citize n; or  a  U.S. corpora tion  wh e re  a t le as t two th ird s of th e  b oa rd of d ire ctors  a re  
U.S.  citize ns , th e  p res id e n t a n d  oth e r  m a n a gin g office rs  a re  U.S. citize n s , a n d  a t le a s t 75  
p e rce n t of votin g inte res ts a re  own e d or  con trolle d b y U.S. citize ns . A fore ign  com p an y m ay 
th e re fore  own  u p  to a  25 p e rce nt votin g in tere st in  a  U.S. a ir  carr ie r or  a  com p a n y e n ga ge d  
in  in d ire ct a ir  tra n sp orta tion  a ctivitie s  with ou t a  DOT gra n t of a u th ority. 

IV. Financial Services 

Th e  Un ite d  Sta te s  h a s  a  n u m b e r of re s tr iction s  on  fore ign  in ve s tm e n t in  th e  fin a n cia l  
se rvice s  se ctor , via  b oth  m e rge rs  a n d a cqu is ition s  (M&A) a n d  gre e n fie ld  in ve s tm e n t.  Th is  

30 SeeUnited States -Korea Free Trade Agreement (KORUS), signed June 30, 2007, Annex II, pp 4 -7 (listing maritime transport 
sector non -conforming measures); Agreement Between the United States, Canada, and Mexico (USMCA), December 12, 2019 
text, Annex II, pp 5 -7 (listing maritime transport sector non -conforming measures). The text of the KORUS agreement can be 
found at: https://ustr.g ov/trade -agreements/free -trade -agreements/korus -fta; The text of the USMCA can be found at: 
https://ustr.gov/trade -agreements/free -trade -agreements/united -states -mexico -canada -agreement/agreement -between 

31 49 U.S.C. Subtitle VII. 

32 Id. 

33 Id. 
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S section provides a brief overview of some of these restrictions. At both the national level 
and state level, there may be citizenship requirements for banking. For example, all 
directors of a national bank are required to have U.S. citizenship, a requirement that the 
Comptroller of the Currency can waive only for a minority of the total number of d irectors 
of a  give n  n a tion al b an k. 34 The  va rying re qu ire me nts  im pose d b y d iffe re nt s ta tes  op e rating 
with  d iffe ren t b an kin g re gulations  a d d a n  a dd itiona l le ve l of com p le xity a t th e  su b -fe d e ra l  
le ve l. Som e  U.S. s ta te s  d o n ot a ccou n t for  fore ign  b a n ks  in  th e ir  lice n s in g p roce ss  a n d  
re q u ire m e n ts . Th is  m a y lim it a  fore ign  b a n k’s  a b ility to e n te r  in to th a t s ta te ’s  fin a n cia l  
se ctor  or  cre a te  a d d ition a l s te p s  a n d  re q u ire m e n ts  for  th a t fore ign  b a n k to e n te r  th a t  
s ta te ’s  fin a n cia l se ctor , wh ich  a re  n ot a p p lica b le  to U.S. b a n ks . Som e  s ta te s  a lso im p ose  
citize n sh ip  re q u ire m e n ts  on  m e m b e rs  of th e  b oa rd s  of d ire ctors  of s ta te -ch a rte re d  
d e p os itory in s titu tion s . Th e re  a re  a lso s im ila r  re q u ire m e n ts  for  in su ra n ce  com p a n ie s ,  
wh ich  a re  ge ne rally re gulate d a t th e  s ta te  le vel. Va riou s s ta te s a lso re gu la te  in su ra n ce  a t a  
m ore  loca l le ve l of gove rn m en t, a n d su ch  re gu la tion s m a y in clud e citizen sh ip  re qu irem e nts  
for  th e ir  b oa rd  of d ire ctors , citize n sh ip  re q u ire m e n ts  for  in corp ora tors , a n d  re s id e n cy  
re q u ire m e n ts  for  va riou s  orga n iza tion a l s tru ctu re s . 

Th e re  a re  a lso lim itation s on  wh a t fore ign  b a n kin g  corp ora tion s  a n d  b ra n ch e s  of  fore ign  
b a n ks  ca n  d o in  th e  Un ite d Sta te s. Corpora tion s  organ ize d  u n d e r  a  fore ign  cou n try’s  la ws  
ca n n ot e s ta b lish th rift in stitution s  (cred it u nion s, sa vings b a nks , or  sa vin gs a ssocia tion s). 35 

Fore ign  n on -b a n k firm s  ca n n ot own  Ed ge  Act corp ora tion s , wh ich  a re  corp ora tion s  th a t  
e ith e r  ta ke  d e p os its  from  a nd  m a ke  loa ns  to com p a nies  d oin g  b u s in e ss  in te rn a tion a lly  or  
in ve s t in  fore ign  com pa nie s. This  lim ita tion  d oe s n ot  a p p ly to fore ign  b a n ks  a n d  th e ir  U.S.  
su b s id ia rie s. 36 Fore ign  b an ks  can not e n gage  in se cu ritie s  a dvisory a n d in ve s tme nt  se rvice s  
without first registering as an investment adviser under the Investment Advisers Act of 
1940. 37 Foreign banks cannot be members of the Federal Reserve System (and relatedly 
cannot vote for directors of the Federal Reserve Bank). 38 

Finally, there are a number of financial services activities that are limited by reciprocity 
conditions, and likely require an analysis of the foreign investor’s home country’s laws. 
These limitations include acting as a sole trustee of an indenture for a bond offering in the 

34 12 U.S.C. § 72. 

35 12 U.S.C §§ 1463 et seq.,12 U.S.C §§ 1751 et seq. 

36 12 U.S.C. § 619. 

37 15 U.S.C. §§ 80b-2, 80b-3. 

38 12 U.S.C. §§ 221, 302, 321 (this restriction does not apply to U.S. bank subsidiaries of a foreign bank). 

75 



 
 

 

  

  
 

 
         

 
 

       
 

  
 

 
 

   
  

 
 

   
       

 
 

  

  
 

        

 

  

  

  

    
 

  
 

FD
I R

ES
TR

IC
TI

O
N

S United States and being designated as a primary dealer in U.S. government debt 
se cu rities . 39 Sim ila r  re cip rocity re q u ire m e n ts  m a y a lso e xis t a t th e  s ta te  a n d  loca l le ve l.  

V. Additional Limitation – Highlights (Including Technology 
Transfers and Radiocommunications) 

Th e re  a re  va riou s oth e r  lim ita tion s  on  inve s ting in th e  Un ite d Sta te s th a t d o n ot fit n ea tly in  
a n y of th e  oth e r  ca te gorie s in  th is  cha pte r. Ma ny of th e se  a re  n ot so m u ch  re s tr iction s  on  
in ve s tm e n t, b u t ra th e r  con d ition s  on  d oin g b u s in e ss  in  th e  Un ite d  Sta te s  th a t a re  n ot  
a p p lica ble to U.S. in ve stors. Th e la rge s t grou p of su ch lim ita tion s is  on  b u sine ss  a n d e xp ort 
p rom otion  se rvice s  p rovid e d  b y th e  U.S. gove rn m e n t. Fore ign  p e rson s  a n d  fore ign  
corp ora tion s  ca nn ot a p ply for  a  ce rtifica te of re vie w u nd e r  th e  Exp ort Tra d e  Com p a n y Act  
(ETCA) of 1982, wh ich  lim its liab ility u nd er fe de ral a n d s ta te  a n titrus t laws wh e n e n gaging in 
th e  ce rtifie d e xp ort con duct. 40 Fore ign n a tion a ls  a nd  fore ign com p an ie s ca n  s till re ceive the 
b e n e fits  of su ch  a  ce rtifica te  b y b e com in g m e m b e rs  of a  q u a lifie d  a p p lica n t.  41 U.S. 
In te rn a tion a l De ve lop m e n t Fin a n ce  Corp ora tion  (DFC) p rogra m s a re  a d m in is te re d  
p re fe re n tia lly for  U.S. citizen s or  e n titie s  controlle d b y U.S. citize ns , a n d th e ir  a va ila b ility to 
fore ign -own ed  or -con trolle d U.S. e n te rprise s m a y d e pe nd  on  th e  e xte nt of U.S.  own e rsh ip  
or  p a rticip a tion . 42 

A ke y re s tr iction  for  fore ign  in ve s tors  th a t fa lls  in to th e  m isce lla n e ou s  se ction  a re  th e  
re gu la tion s  su rrou n d in g con trolle d  te ch n ologie s , su ch  a s  la se rs  a n d  se n sors , n u cle a r  
m a te ria ls , a n d  ch e m ica ls . Re le a se  of a  con trolle d  te ch n ology to a  fore ign  n a tion a l in  th e  
Un ite d Sta te s , wh ich m a y b e a fore ign in ve s tor  or  p a rt of a  fore ign  in ve s tor , is  d e e m e d  to  
b e  a n  e xp ort to th e  h om e  cou n try of th e  fore ign  n a tion a l, a n d  a s  su ch  re q u ire s  writte n  
a u th oriza tion  from  th e  Bu re a u  of In d u s try a n d  Se cu rity (BIS) a t th e  U.S. De p a rtm e n t of  
Com m e rce  (DOC). 43 

Th e re  a re  a lso re q uire m en ts su rrou nd ing p racticin g b e fore  th e  U.S. Pa te n t a n d  Tra d e m a rk  
Office . U.S. p a te n t a ttorn e ys  m u s t b e  U.S. citize n s  or  la wfu l re s id e n ts , a n d  U.S. p a te n t  
a ge n ts m u st b e U.S. citize n s or la wful re side nts  or  re gis te re d  to p ra ctice  in  a  cou n try th a t  

39 15 U.S.C. § 77jjj(a )(1); 22 U.S.C. §§ 5341, 5342.  

40 15 U.S.C. §§ 4011-4021; 15 CFR Pa rt  325.  

41 Id . 

42 22 U.S.C §§ 2191. The  DFC ma int a ins  a  use ful we bs it e  which ca n be  found a t : dfc.gov on wha t  progra ms a nd re source s  it  
offe rs  a s  we ll a s  some  of t he  e ligibilit y re quire me nt s  for proje ct s .  

43 15 CFR Pa rt s  730-774. BIS ma int a ins  guide line s  for fore ign na t iona l lice nse  a pplica t ions , which ca n be  found he re :  
bis .doc.gov/ inde x.php/ lice ns ing/14-policy-guida nce /de e me d-e xport / 109-guide line s-for-fore ign-na t iona l-lice nse s 
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S allows for U.S. patent agents to practice there (for the limit ed purpose of patent 
prosecuting applications of applicants located in another country). 

Lastly, there are limitations on foreign investment in the radiocommunications sector. The 
United States prohibits the granting of a station license to a foreign gove rnment or 
re p re se n ta tive  th e re of.  44 Th e  Un ite d  Sta te s  a lso p roh ib its  th e  gra n tin g of b roa d ca s t,  
com m on  ca rr ie r , a e ron a u tica l e n  rou te , or  a e ron a u tica l fixe d  s ta tion  lice n se s  to fore ign  
citize n s  or  th e ir  re p re se n ta tive s , corp ora tion s  orga n ize d  u n d e r fore ign  la ws , a n d  
corp ora tion s  with m ore  th a n on e  fifth  of th e ir ca p ita l s tock b e in g fore ign own e d . 45 Th e re  
a re  a lso a d d ition a l lim ita tion s  on  th e  own e rsh ip  of th e  s tock of com p a n ie s  th a t own  
ra d iocom m u n ica tion  com p a n y s tock th a t a re  too d e ta ile d  to a d d re ss  in  th is  ch a p te r .  46 

VI. State -Level Restrictions (Primarily Real Estate) 

Th is  se ction  a d d re sse s  su b -fe d e ra l  
re s tr iction s  on  in ve s tm e n t, wh ich  a re  
p rim a rily fou n d in  insura nce a n d re a l e s ta te  
se ctors  a t th e  s ta te  le ve l. Sin ce  th e  
re s tr iction s  on  in su ra n ce  a re  h igh ligh te d  
b rie fly in  Se ction  IV a b ove  cove rin g fin an cial  
se rvice s , th is  se ction  will focu s  on  re a l 
e s ta te . Som e  s ta te s  h a ve  e s ta b lish e d  
re s tr ictions  on  th e  p urcha se of a gricu ltu ra l 
la n d  a n d  m a y re q u ire  th a t fore ign  e n titie s  

com p ly with  re p ortin g re q u ire m e n ts  a n d  /or  e s ta b lish  re s id e n cy in  th e  Un ite d  Sta te s . In  
a d d ition , som e  s ta te s h a ve lim ite d th e  p urch ase  of a gricultu ra l la n d  b y a n y e n tity (fore ign  
or  d om e s tic) or  p la ce d  res triction s on  h ow m a n y a cre s of a gricu ltu ra l la nd  m a y b e  a cq uire d  
b y n on -U.S. re s id en ts. Simila rly, a  fe w s ta tes  h a ve re s id en cy re q u ire m e n ts  for  own in g re a l  
e s ta te . For e xa m p le , Okla h om a a llows  n on -U.S.  citize n s  to own  re a l e s ta te  on ly if th e y fa ll  
with in  ce rta in  e xce p tion s  (wh ich  in clu d e  re s id e n cy).  47 Se ve ra l s ta te s  a lso h a ve  va riou s  
p re fe re n ce  sys tem s  for  e ith e r U.S. citize ns  or  re s id en ts to own  la n d , p la cin g lim its  on  h ow  
lon g n on -re s id en t n on-U.S. citize n s  ca n  own  re a l e s ta te  with ou t ch a n gin g th e ir  s ta tu s  to  

44 47 U.S.C § 310(a ).  

45 47 U.S.C § 310(b); Fore ign Pa rt icipa t ion Orde r 12 FCC Rcd 23891, pa ra s  97-118 (1997).  

46 47 U.S.C. § 310(c). The  Fe de ra l Communica t ions  Commiss ion, which re gula t e s  t his  se ctor, ma int a ins  guide line s  on fore ign 
owne rship, which ca n be found he re : fcc.gov/docume nt / fore ign-owne rship-guide line s-fcc-common-ca rrie r-a nd-a e rona ut ica l-
ra dio 

47 Okla . Cons t . a rt . XII §§ 1,2 (re s t rict ing the  purcha se of re a l e s t a te  by non-U.S. cit izens); Okla . St a t . t it . 60, § 121 (cre a t ing a n 
e xce pt ion if t he  right  is  gua ra nt e e d by a  U.S. t re a ty or if t he  pe rson’s  count ry of origin a ffords  such right s  t o  U.S. cit ize ns); 
Okla . St a t . t it . 60, § 122 (cre a t ing a n e xce pt ion for re s ide nt  a lie ns  or a lie ns  who int e nd to  be come  re s ide nt s ).  
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S become a U.S. resident or U.S. citizen. Ultimately, there are not outright restrictions on 
foreign investors owning real estate, but instead conditions and limitations at the state 
level. 

VII. Conclusion 

Th e  p re viou s  se ction s  h a ve  cove re d  th e  se ctors  a n d  su b se ctors  wh e re  th e  Un ite d  Sta te s  
h a s  th e  m os t e xte n s ive lim ita tion s on  fore ign inve s tme nt.  Wh ile  a  fe w  of  th e se  lim ita tion s  
a re  s tr in ge nt  in  n a tu re , m a n y a llow for  h igh  le ve ls  of in d ire ct own e rsh ip , for  in ve s tm e n t 
b a se d  on  corp ora te  s tru ctu re , a n d  for  in ve stm e n t wh e re  th e  h om e  cou n try of th e  fore ign  
in ve s tor  re ciprocate s. Th e volu m e  of FDI in to th e  Un ite d Sta te s re m a in s  th e  h igh e s t in  th e  
world  a n d  s ta n d s  a s  a  te s ta m e n t to th e  n a tion ’s  fr ie n d ly in ve s tm e n t  e n viron m e n t. Th e  
Un ite d  Sta te s  u ltim a tely we lcom e s fore ign  inve stm e nt e ve n in  th e se ctors  wh e re  th e re  a re  
lim ita tion s  a n d  h a s  m a d e  a  va rie ty of re sou rce s  a va ila b le  to fore ign  in ve s tors  se e kin g to  
in ve s t in to th e  Un ite d  Sta te s , in clu d in g th e  Se le ctUSA p rogra m . In  th a t sa m e  ligh t, th is 
ch a p te r will h op efully p rove a u seful a d d ition  to fore ign  in ve s tors  lookin g to n a viga te  th e 
U.S. in ve s tm e n t re gim e .  

Disclaimer 

Th is  ch a p te r  wa s  p re p a re d  b y Ed wa rd  S. Rive ra  with  th e  Office  of th e  Ch ie f Cou n se l for  
In te rn a tion al Com m e rce (OCCIC). Vie ws  e xp re sse d in  this ch a pte r a re  th e a u thor’s  own , n ot  
th a t of th e  In te rn a tion a l Tra d e  Ad m in is tra tion . Th is  ch a p te r  d oe s  n ot con s titu te  le ga l  
a d vice . Re a de rs  in te res te d  in  inve sting in  th e  Un ite d  Sta te s  sh ou ld  con su lt le ga l cou n se l.  
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A What is CFIUS? 

The Committee on Foreign Investment in the United States (CFIUS) is an interagency 
committee that is authorized to review certain transactions involving foreign 
investment in the United States and 

certain real estate transactions by foreign 
persons, in order to determine the effect of 
such transactions on U.S. national security. 
CFIUS is exclusively focused on national 

In addition to the summary 
below, information on the 
CFIUS process, frequently 

security risk and takes action only when asked questions, and other
other provisions of law do not provide 
adequate authority to address the risk. 
CFIUS operates within the broader context 

resources are available at 
http://www.treasury.gov/cfius 

: 

of the U.S. open investment environment. 

FIRRMA Regulations and the U.S. Investment Clima te 

In August 2018, the Foreign Investment Risk Review Modernization Act of 2018 (FIRRMA) 
was enacted to strengthen and modernize CFIUS. FIRRMA provides authorities to the 
President and CFIUS to address national security concerns more effectively, including the 
ability to rev iew and take action to address any national security concern arising from 
certain non -controlling investments and real estate transactions involving foreign persons. 
New regulations published by the U.S. Department of the Treasury to implement FIRRMA 
becam e effective in 2020. 

Open Investment Policy: 

In FIRRMA, Congress acknowledged the important role of foreign investment in the U.S. 
economy and reaffirmed the United States’ open investment policy, consistent with the 
protection of national security. 

The United States is one of the most open countrie s in the world to foreign investors. The 
United States is also one of the best places to invest, with strong economic growth policies, 
a strong innovation ecosystem, and a large and highly developed market. The United States 
maintains a transparent regulat ory environment and unparalleled rule of law. 

The CFIUS statute and regulations provide clarity to the business and investment 
communities with respect to the types of transactions that are subject to CFIUS review and 
the benefits of such review. The CFIU S process, as modernized and strengthened by 
FIRRMA, enhances investor confidence in our nation’s longstanding open investment policy. 
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A Expanded CFIUS Authority: 

Prior to the enactment of FIRRMA, CFIUS had the authority to review the potential national 
security effects of any transaction that could result in foreign control of any U.S. business. 
FIRRMA expanded CFIUS’s jurisdiction to allow CFIUS to also review certain non -controlling 
investments and certain real estate transactions. 

Non-Controlling Invest ments: 

Under FIRRMA, CFIUS is authorized to review certain non -controlling investments (called 
“covered investments” in the CFIUS regulations), but only if such investment affords a 
foreign person specified access to information in the possession of, board membership or 
observer rights in, or involvement in the substantive decision -making of, certain U.S. 
businesses related to critical technologies, critical infrastructure, or sensitive personal data, 
each as defined in the CFIUS regulations. 

• Critical techn ologies: CFIUS m a y re vie w ce rta in  tra n sa ction s  in volvin g U.S.  
b u s in e sse s  th a t  p rod u ce ,  d e s ign , te s t, m a n u fa ctu re , fa b rica te , or  d e ve lop  on e  or  
m ore  critica l te ch nologie s . “Critica l te ch nologie s” is  d efine d to in clu d e ce rta in ite m s 
su b je ct to e xp ort con trols  a n d  oth e r  re gu la tory re gim e s , a s  we ll a s  e m e rgin g a n d  
fou n d a tion a l te chn ologies con trolled p ursu a n t to th e  Exp ort Con trol Re form  Act of 
2018. 

• Critical infrastructure: CFIUS m a y re vie w ce rta in  tra n sa ction s  in volvin g U.S.  
b u s in e sse s th a t p e rform  sp e cifie d  fu n ction s—own in g, op e ra tin g, m a n u fa ctu rin g,  
su p p lyin g, or  se rvicin g—with  re sp e ct to cr itica l in fra s tru ctu re  a cross  su b se ctors 
su ch  a s  te le com m unica tion s , u tilities , e n e rgy, a n d tra nsporta tion , e a ch a s  id e n tifie d  
in  a n  a p p e n d ix to th e  re gu la tion s .  

• Sensitive personal data: CFIUS m a y re vie w ce rta in  tra n sa ction s  in volvin g U.S.  
b u s in e sse s th a t m a in tain or  colle ct se ns itive p e rson a l d a ta of  U.S.  citize n s  th a t  m a y  
b e  e xp loite d in  a  m a nn e r th a t thre ate ns  n a tion al se cu rity. “Se ns itive  p e rson a l d a ta ”  
is  d e fin e d  to in clu d e  te n  ca te gorie s  of d a ta  m a in ta in e d  or  colle cte d  b y U.S.  
b u s in e sse s  th a t (i) ta rge t or  ta ilor  p rod u cts  or  se rvice s  to ce rta in  p op u la tion s ,  
in clu d in g U.S. m ilita ry m e m b e rs  a n d  e m p loye e s  of fe d e ra l a ge n cie s  with  n a tion a l  
se cu rity re sp on s ib ilitie s , (ii) colle ct or  m a in ta in  su ch  d a ta  on  a t le a s t on e  m illion 
in d ivid u a ls , or  (iii) h a ve  a  d e m on s tra te d  b u s in e ss  ob je ctive  to m a in ta in  or  colle ct 
su ch  d a ta  on  gre a te r  th a n  on e  m illion  in d ivid u a ls  a n d  su ch  d a ta  is  a n  in te gra te d  
p a rt of th e  U.S. b u s in e ss ’s  p rim a ry p rod u cts  or  se rvice s . Th e  ca te gorie s  of d a ta  
in clu d e  type s  of fina ncia l, ge oloca tion , h e a lth , a n d ide n tifia b le ge n e tic d a ta , a m on g  
oth e rs . 
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A Real Estate Transactions: 

FIRRMA also authorizes CFIUS to review certain real estate transactions involving the 
purchase or lease by, or a concession to, a foreign person of U.S. real estate that is in 
and/or around specific airports, maritime ports, and military installations. The rel evant 
airports, maritime ports, and military installations are described in the CFIUS real estate 
regulations with additional guidance on the Department of the Treasury’s CFIUS website . 
The CFIUS real estate regulations include certain exceptions, for example, real estate that is 
a “single housing unit” and real estate located in certain “urbanized areas” or “urban 
clusters,” in each case as defined in the CFIUS real estate regulations. 

Other Topics: 

Foreign Person and Excepted Investor: 

FIRRMA does not prohibit investments from any particular country, a nd investments from 
all foreign persons remain subject to CFIUS jurisdiction where a transaction could result in 
foreign control of a U.S. business. As required by FIRRMA, however, the CFIUS regulations 
create exceptions with respect to covered investments that do not result in control and 
certain real estate transactions by certain foreign persons, defined as “excepted investors” 
(or “excepted real estate investors”) from certain “excepted foreign states” (or “excepted 
real estate foreign states’) as ident ified on the Department of the Treasury’s CFIUS website . 
Any such excepted investor must meet specific criteria to qualify for this status. 

Declarations: 

FIRRMA modernized CFIUS’s processes to better enable timely and effective reviews of 
transactions falling under its juris diction, including by introducing the concept of a 
declaration —an abbreviated notification to which CFIUS must respond within a 30 -day 
assessment period —as an alternative to a voluntary notice, which has been the traditional 
means of filing a transaction w ith CFIUS. Instructions are available on the Department of 
the Treasury's CFIUS website . 

Process Remains Largely Voluntary: 

The CFIUS process remains largely voluntary, where parties may file a notice or submit a 
short -form declaration notifying CFIUS of a transaction in order to receive a potential “safe 
harbor” letter (which prevents CFIUS from subsequently initiating a review of a transaction 
except in limited circumstances). 

In some circumstances, filing a declaration or notice for a transaction is mandatory. In 
particular, the regulations requi re submission of a declaration for covered transactions 
where a foreign government is acquiring a “substantial interest” in a U.S. business that is 
involved in specified ways with critical technologies, critical infrastructure, or sensitive 
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A personal data. Additionally, the regulations require filings for certain covered transactions 
involving U.S. businesses that produce, design, test, manufacture, fabricate, or develop one 
or more critical technologies. 

There is no mandatory filing requirement for real est ate transactions under the real estate 
regulations. Parties may file a notice or submit a short -form declaration notifying CFIUS of 
a real estate transaction in order to potentially qualify for a “safe harbor” letter. 

Disclaimer : 

This chapter does not constitute legal advice. Readers interested in investing in the United 
States should consult legal counsel . 
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Intellectual Property 

An Overview of Intellectual Property 
For Foreign Investors 

Trademarks and Copyrights 
Arnold Lutzker , Partner 

Susan Lutzker , Partner 

Patents and Trade Secrets 
Jeffrey Love , Partner 
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For foreign investors, like other business owners, the most valuable assets of a 
business are its Intellectual Property (IP). The heart of the IP are four categories of 
assets: trademarks, copyrights, patents, and trade secrets. Each of these assets is 

the basis upon which a business is built and thrives. All four categories have unique legal 
systems that invest ownership in the creator and enable lawful control and exploitation. 
Generally, IP is managed on a national basis, with a common set of internationa l principles 
developed over more than a century of bilateral and multilateral treaties. 

For all creators, protection starts in one’s home country and then extends to the target of 
foreign investment, which is the United States for the purposes of this ch apter. Therefore, 
foreign investors should always start by first protecting their IP in their home country. 
Then, once a decision is made to conduct business in the United States, the investors need 
to take effective steps to protect their IP in the United States. 

The U.S. legal system provides one of the 
most expansive sets of protections for IP 
assets of any nation. It starts with core, 
constitutional principles, which are clarified 
and implemented by federal and state 
statutes, administrative regulation s, and 
judicial determinations. Some IP, like 
trademarks and patents, should be 
identified, cleared as available for exclusive 
ownership, and protected as early as possible. Other IP, like copyrights and trade secrets, 
once created, should be protected for mally, by registration or contract. Failure to analyze 
the availability of IP assets for exclusive ownership and to secure full legal protections can 
place in jeopardy both the assets and the financial investment made to create them. 

In the United States, there are limitless options to promote and utilize an investor’s product 
via sale and licensing through traditional channels, online, and through apps. When it 
comes time to seek additional capital or sell a company, IP assets are the bedrock of the 
busin ess’s value. Protecting an investor’s IP and enforcing subsequent rights against 
infringers requires knowledge of the applicable laws and the ability to react quickly to an 
ever -changing landscape. This is a basic guide for all foreign investors. 

Trademarks and Servicemarks 

What Is a Trademark/Servicemark? 

Trademarks (for goods) and servicemarks (for services) are the words, phrases, symbols, 
designs, product configurations, and even colors and smells, that stand for a business in 
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expression that defines the goodwill a company has built over time. The central basis for 
trademark protection in the United States is “use in commerce,” and the law protects 
against the “like lihood of confusion” between a business’ s mark and a competitor’s mark. 
Trademark rights are exclusive to the proprietor; therefore, it is critical that a business 
protects its brand as soon as plans to enter the United States are formalized. 

How Do Inves tors Protect Their Trademarks? 

In the United States, there are both state (local) and federal (national) ways of protecting a 
trademark. On the local level, merely using a mark gains common law rights and enables a 
business to carve out protection in the s tate or states where it operates. An investor can 
also register a trademark with the state -level Secretary of State (not to be confused with 
the federal role of the same name). However, common law/state protection will not 
necessarily prevent someone in a distant state from using the same mark competitively. To 
best protect against this challenge, investors should plan to secure federal rights and take 
advantage of the benefits of registering with the U.S. Patent and Trademark Office (USPTO). 
Federal rights are protected under the Lanham Act (15 USC §1051 et seq.), which is the 
federal trademark statute. 

The USPTO offers two options for trademark owners. First, before a business begins use, 
the company can claim a mark by filing an “Intention to Use” applic ation (ITU). An ITU filing 
can be submitted even before entering the U.S. market, and it is strongly recommended. 
The ITU is a formal reservation of rights to the mark, which, once allowed by the USPTO, 

must be perfected by using the mark in 
commerce. Crit ically, if someone else 
(Company B) uses the same mark for the 
first time after another company’s 
(Company A’s) ITU filing, the original 
company (Company A) can force them to 
stop that use. However, without the filing, 
the original company’s (Company A’s) mark 
may be restricted instead. 

Second, if a company has not filed an ITU, but its mark is in use in the United States, the 
company can submit a standard application. While not required to secure common law 
trademark rights, the importance of filing and s ecuring federal registration cannot be 
overstated. Once a mark is registered, it acquires national protection, and the trademark 
owner has a virtual monopoly on the right to use the mark for those products or services. 
That monopoly can be enforced in any federal court in the United States. Also, by 
international treaties, a registrant can extend protection to other countries. 
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If a company has a brand in its home market or is selecting a new mark f or its U.S. 
business, the company should strive to develop a distinctive mark that will stand up against 
competitors. The hallmark legal issue in trademark law is “likelihood of confusion,” so a 
company should have a mark that will withstand a claim that i t confuses the consumer as 
to the source of the good or service. 

Additionally, trademarks can be characterized by their strength in the public’s mind as 
follows (from strongest and most protectable to weakest or not protectable): 

• Fanciful marks: these ha ve no dictionary meaning or connection with the business, 
like Qorvo for technology or radio frequency solutions. 

• Arbitrary marks: these are dictionary words but have no connection to the goods or 
services, like Apple for computers. 

• Suggestivemarks: the se creatively hint at a feature of the goods or services, like 
Federal Express for national overnight package delivery. 

• Descriptive marks: these describe a feature of the good or service, and some are 
protectable, some not. If, with the investment of time and money, the mark gains 
public recognition and stands as a unique source, like ChapStick for lip balm, it can 
be exclusively owned; however, if the description is needed by all competitors to 
describe the product, like “sun block” for sunscreen, it is n ot protectable. 

• Generic terms: these are not trademarks but rather words or phrases that stand for 
the genus of the product or service, like dry ice or cell phone. 

To avoid investing in a brand that would later have to be abandoned (or leave a company 
vulnerable to charges of infringing another’s mark), businesses should conduct a search to 
determine the availability of the mark in the United States and be assured th at it would not 
create a likelihood of confusion with another’s mark. Searches can be cursory or detailed, 
and the extent of a search depends on such factors as where the mark fits on the strength 
continuum and how much will be invested to promote the bran d. Because of the 
importance of the internet to marketing, you should also quickly secure the mark’s domain 
name as well. 

How Does a Business Get Federal Protection for Its Trademark? 

Once a mark is “cleared,” the next step is to file an application with the USPTO. It is 
important to file an ITU application before a company commences business in the United 
States, as well as a standard application once use in the United States commences. There 
are also treaties, such as the Paris Convention, which allow a foreign entity to claim U.S. 
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considered. 

The time between filing an application and registration can vary, but typically the process 
takes about a year. An Exami ning Attorney reviews the application for technical formalities 
and to assess whether the mark applied for is confusingly similar to a registered mark. An 
important note for foreign investors: the Examining Attorney will translate foreign words to 
assess the meaning and “strength” of the mark. 

A letter or “office action” informs the applicant of any issues and must be answered within 
three months. If approved, the mark is published in the USPTO’s Official Gazette, which 
allows for public comment, including opposition. Assuming no challenge, the application 
will proceed to registration or, for ITUs, to allowance. Marks allowed by ITU must be in use 
within three years. A registration is granted for ten years and may be renewed indefinitely 
as long as it is in use. Nevertheless, every registered owner must file an affidavit of 
continued use in the fifth year after initial registration to get the full ten -year benefit. 
Failure to file that affidavit will result in registration being canceled. Before registration , a 
trademark owner can use the informal symbol TM adjacent to the mark to indicate a 
trademark claim. Once the mark is registered (and only after registration), an owner should 
adopt the statutory notice symbol, ®. 

Special considerations apply to trademar ks that might be considered disparaging in the 
United States or that involve federally banned products (such as cannabis), so early legal 
help is essential for producers in these cases. 

How Does a Business Protect Its Trademark After Registration? 

Once a mark is registered, it is important to monitor the marketplace to identify any third 
party uses that may create confusion. Failure to monitor a trademark and to act on 
infringements can create cracks in a company’s IP claims and open the brand to a claim of 
abandonment. Trademark “watch services” help monitor USPTO records and provide the 
opportunity to intervene early to protect a mark. 

Copyrights 

What Is a Copyright? 

Copyright is a bundle of exclusive rights that is accorded authors of creative works, such as 
movies, books, music, software, or photos. A copyrighted work must be original; have a 
modicum of creativity; and be fixed in a tangible medium of expression. The law protects 
expressions, but not facts or ideas, which are an essential part of free speech and the flow 
of information. 
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“authors” the exclusive right to their writings “for limited times.” This power is implemented 
through the Copyright Act, 17 USC §101 et seq. Through copyright law reform, the “limited 
times” has been extended to nearly a century. Once the term of copyright expires, the work 
falls into the public domai n, which means that it is free to be copied and used by anyone 
without prior approval. 

The exclusive rights granted to a copyright 
owner are these: the right to reproduce 
(copy) the work; the right to prepare 
derivative works based on the original; the 
r ight to distribute copies to the public; the 
right to perform the work publicly; the right 
to display the work publicly ; and the right to 
perform sound recordings publicly by 
means of digital audio transmission . These 
rights can be sold, licensed, loaned, or given 
away and can pass from one generation to the next. 

Importantly, copyright law balances the grant of exclusive rights to owners with a set of 
limitations designed to permit certain public uses either without consent or subject to a 
compulsory lice nse. The most prominent limitation is fair use, which defends against a 
charge of copyright infringement by establishing that the use is permitted, for purposes 
such as criticism, comment, news reporting, teaching, scholarship, or research. Fair use and 
other limitations, as well as the compulsory licenses for software and music, are complex 
and require careful analysis to assure compliance with the statutory requirements. 

How Does a Business Protect Its Copyrights? 

Copyright rights attach to a work as soo n as it is fixed in a tangible form. By treaty (The 
Berne Convention), there are no “formalities” needed to gain rights; however, federal 
registration and copyright notice (© NAME and YEAR CREATED), while not mandatory, are 
essential to enjoy full rights a vailable to copyright owners in the United States. Before filing 
a case for infringement, the copyright must be registered. If the work is registered before 
infringement, the U.S. system provides for recovery of actual losses, or alternatively 
minimum stat utory damages ($750 -$30,000 per work up to $150,000 in cases of willful 
infringement), plus recovery of reasonable attorneys’ fees. Criminal penalties are possible 
for certain types of willful copyright infringement. Copyright registration is a simpler and 
less expensive process than trademark registration. For certain classes of works (such as 
photographs), group registrations are possible. Further, there are special procedures when 
registering software programs to maintain trade secrets embodied in code. 
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In 1998, copyright law entered the internet’s digital age with the adoption of the DMCA. The 
DMCA is an elaborate set of rules dealing with content online; content shared by websites 
and online service providers (OSPs); and protection of copyright management information. 
Registration of a DMCA agent with the U.S. Copyright Office is now advisable for OSPs and 
interactive websites. Given the importance and ubiquity of online websites for businesses 
today , entit ies entering the U.S. market should learn and follow DMCA rules of the digital 
road. 

What is a Work for Hire Agreement ? 

If an employee creates materials for their company within the scope of their employment, 
the employer owns the copyright. Howeve r, if an independent contractor (for example, a 
software engineer or a website designer) creates materials that fall within certain statutory 
categories (for example, a contribution to a collective work or a motion picture), then 
unless there is a written “work made for hire” agreement that defines ownership, the 
contractor may claim copyright. In short, absent specific work for hire language appearing 
in a written contract, a business risks discovering it does not own clear title to the 
copyrights it paid for and needs to succeed. If the materials created fall outside the 
statutory categories, then a written assignment of copyright is required. In any event, a 
written assignment is an advisable back up to a “work made for hire” provision. 

Patents 

What Is A Patent? 

The United States Constitution grants Congress the power “To promote the progress of 
science and useful arts, by securing for limited times to authors and inventors the exclusive 
right to their respective writings and discoveries.” (Article I, Sect ion 8, Clause 8.) Pursuant to 
that grant, Congress has enacted patent laws, and created a patent office that issues 
patents to inventors. A patent is a document granting an inventor, or the inventor’s 
assignee, the right for a limited time (currently about 20 years from the date the patent 
application was filed) to file a complaint in federal court seeking a reasonable royalty and 
other compensation and relief, including an injunction, against persons and companies 
practicing the patented invention without authorization, and to file a complaint with the 
U.S. International Trade Commission for an order barring the importation of goods that 
infringe the patent. 

Who Can Get A Patent? 

Inventors can get patents on their inventions. Assignees of inventors can get patents on the 
inventors’ inventions. U.S. patent law authorizes inventors to transfer to any person or 
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any patents already issued. The law provides: “Application s for patent, patents, or any 
interest therein, shall be assignable in law by an instrument in writing.” (35 USC § 261.) In 
accordance with that law, employees often assign in writing their patent rights to their 
employers. 

In some states within the Unite d States, and some countries outside the United States, 
statutes provide that employers own any patentable inventions made by their employees 
as part of their employment. For example, Nevada Revised Statute 600.500 provides that 
“an employer is the sole ow ner of any patentable invention or trade secret developed by 
his or her employee during the course and scope of the employment that relates directly to 
work ….” (N.R.S. 600.500). 

How Does One Get A Patent? 

For employers, start by obtaining in advance from employees a written assignment of any 
employee inventions and a written nondisclosure agreement obligating them to keep 
company inventions confidential. 

Then, identify potential inventions. Many companies create incentives for employees to 
create inventions, identify them as potentially valuable, and submit summaries of them to 
management. These companies also create systems for management to regularly review 
the summaries and determine whether they merit a patent application. Patent lawyers 
often assist individuals and companies in identifying and evaluating potentially patentable 
inventions, obtaining written assignments of inventions from employees, and creating 
systems for receiving and reviewing inventi on summaries from employees. 

After a potential invention is identified, 
keep it confidential, and do not sell 
products embodying it, until an 
application to patent it is filed or a 
decision is made to not patent it. 
Nondisclosure agreements can help keep 
inventions confidential. Public disclosure 
of the invention (for example in articles or 
presentations or in sales of products 
embodying the invention) prior to the 
filing of an application can result in the loss of patent rights. Patent lawyers routinely advise 
individuals and companies on how to keep potentially patentable inventions confidential 
and when to file a patent application. 

Finally, file a patent application with the USPTO and prosecute the application through 
issuance of the patent. Often it is best to file an initial patent application early, to preserve 
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the invention has been more fully developed. Patent rights generally may extend for up to 
20 years from the filing of the application. 

Why Get A Patent? 

Patents can keep out competition over use of one’s patented inventions and provide 
grounds for seeking a reasonable royalty for use of the inventions, for the life of the 
patents. If an invention tha t gives a significant competitive advantage is patented, or a 
patent application is pending, potential competitors may decide not to copy it to avoid the 
risks of patent litigation. If they do copy it, a successful patent lawsuit may result in a court 
orde r prohibiting further copying for the life of the patent; awarding a reasonable royalty; 
or, in some cases, lost profits and treble damages. 

Patents are valuable assets that increase the sale value of a company and its product lines. 
Potential purchasers of a company or product line often expect the company’s products to 
be protected from wholesale copying by competitors by a substantial patent portfolio. 
Patents can be valuable assets in negotiating cross -license agreements with competitors. 
Patents can b e a valuable source of income through licensing, litigation, and sale of the 
patents. The process of identifying, keeping confidential, and seeking to patent inventions 
can provide a company with incentives to be more inventive. 

What Can Be Patented? 

U.S. law provides for three different types of patents: a utility patent, design patent, and 
plant patent. These patents cover three distinct types of patentable subject matter: 

• Utility Pa te n t: “Wh oe ver inve nts  or  d iscove rs  a n y n ew a n d u se fu l p roce ss , m a ch in e ,  
m a n u fa ctu re , or  com p os ition  of m a tte r , or  a n y n e w a n d  u se fu l im p rove m e n t  
th e re of, m a y ob ta in  a  p a te n t th e re for…” (35 USC § 101);  

• De sign  Pa te n t: “Wh oe ve r in ve n ts  a n y n e w, origin a l a n d  orn a m e n ta l d e s ign  for  a n  
a rticle  of m a n u fa ctu re  m a y ob ta in  a  p a te n t th e re for….” (35 USC § 171); 

• Pla n t Pa te n t: “Wh oe ve r inve nts or  d iscovers  a n d  a se xu a lly re p rod u ce s  a n y d is tin ct  
a n d  n e w va rie ty of p la n t … m a y ob ta in  a  p a te n t th e re for….” (35 USC § 161).  

Th e  U.S. Su p re me  Cou rt h a s  p la ce d  som e lim its  on  p a te n ta b le  sub je ct m a tte r , h old in g th a t  
laws of nature, physical phenomena, and abstract ideas are not patentable. ( Diamond v. 
Chakrabarty , 447 U.S. 303 (1980).) Patent lawyers advise businesses on which of their 
inventions and discoveries are patentable and the best type of paten t protection to seek 
for them. 
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What Is A Trade Secret? 

A trade secret is information that is (a) valuable in a trade or business, (b) secret, and (c) 
protected by the owner’s reasonable steps to keep it secret. The federal Defend Trade 
Secrets Act of 2016 (DTSA) defines “trade secret” as follows (18 U.S.C. § 1839(3) ): 

“the term ‘trade secret’ means all forms and types of financial, business, scientific, 
technical, economic, or engineering information, … if — 

(A) the owner thereof has taken re asonable measures to keep such information secret; and 

(B) the information derives independent economic value, actual or potential, from not 
being generally known to, and not being readily ascertainable through proper means by, 
another person who can obtai n economic value from the disclosure or use of the 
information;…” 

The Uniform Trade Secrets Act (UTSA) defines “trade secret” similarly (Section 1(4)): 

“(4) ‘Trade secret’ means information … that: 

(i) derives independent economic value, actual or potenti al, from not being generally 
known to, and not being readily ascertainable by proper means by, other persons who can 
obtain economic value from its disclosure or use, and 

(ii) is the subject of efforts that are reasonable under the circumstances to maintai n its 
secrecy.” 

Who Can Own A Trade Secret? 

Anyone can own a trade secret. Anyone who develops the trade secret, or obtains 
knowledge of it by proper means, may own it. Trade secrets may be acquired by written 
assignment. For example, part of the acquisition of a company or its assets often includes a 
written assignment of trade secrets. Employers often require employees to assign to their 
employer in advance trade secrets they develop or discover during their employment. 
Some states and countries have statutes that provide that trade secrets discove red by 
employees are owned by their employers. 

How Does One Protect A Trade Secret? 

As with patents, employers can start by obtaining in advance from employees a written 
assignment of any trade secrets developed or discovered by employees and a written 
nondisclosure agreement obligating them to keep company trade secrets confidential. 
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employees to identify potentially valuable trade secrets and put in place systems for 
management to regularly review and determine whether they merit special protection. 

When a company identifies a potential trade secret, it should keep it confidential. Public 
disclosure of the trade secret can result in the loss of legal rights for the secret. 

Unlike patents, there is no government office for submitting trade secrets for a pproval or 
protection. The owner of the trade secret maintains legal rights in it by taking reasonable 
steps to keep the information secret. These steps may include labelling documents “secret,” 
segregating them from ordinary business information in a secu re location, such as a safe 
or password -protected computer in a locked room, requiring people with access to the 
information to sign nondisclosure agreements, minimizing the number of copies of 
documents that contain the secret, and promptly taking steps t o minimize any public 
disclosure of the secrets. 

Why Make the Effort to Maintain Information as Trade Secrets? 

For valuable information that is not generally known, establishing them as trade secrets by 
taking reasonable steps to maintain their secrecy gi ves them substantial protection under 
both state and federal laws throughout the United States. Since 1981, almost all states 
have enacted a version of the UTSA, which is a model Act drafted in 1979 (and amended in 
1985) by the Uniform Law Commission, a st ate-supported organization of lawyers 
established in 1892 to provide states with non -partisan model laws. 

In 2016, the federal government enacted the DTSA (18 U.S. Code § 1836). It is based on the 
UTSA, but with some changes. It provides a single law again st theft of trade secrets related 
to a product or service used in interstate or foreign commerce. The DTSA applies 
throughout the United States; can apply to some trade secret theft outside the United 
States; can be enforced in federal courts and state cou rts throughout the United States; 
and can be enforced by the owners of the trade secrets in civil actions and by federal 
prosecutors in criminal and civil actions. 

State laws based on the UTSA and the DTSA create a private cause of action, which 
authorize s trade secret owners to bring civil suits for theft seeking damages and other 
relief. 

In 1996, the federal government enacted the Economic Espionage Act of 1996 (EEA). It 
authorizes federal prosecutors to bring criminal actions, and civil actions to enjoi n 
violations, in federal court against persons and companies accused of trade secret theft. 
Unlike the DTSA and state trade secret laws, the EEA does not create a private cause of 
action. The EEA contains two separate provisions that criminalize the theft or 
misappropriation of trade secrets. The first provision (18 U.S.C. § 1831) is directed towards 
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benefit a foreign government, instrumentality, or agent. The second provi sion (18 U.S.C. § 
1832) makes criminal the more common commercial theft of trade secrets, regardless of 
who benefits. The EEA provides for the criminal forfeiture of any property or proceeds 
derived from a violation. The EEA covers conduct occurring outside the United States where 
the offender is a citizen or permanent resident alien of the United States or w here an act in 
furtherance of the offense was committed in the United States (18 U.S.C. § 1837). 

A trade secret owner may also file a complaint for theft of trade secrets with the U.S. 
International Trade Commission (pursuant to Section 337 of the Tariff A ct, 19 U.S.C. § 
1337), seeking an order excluding from importation into the U.S. products that incorporate 
misappropriated trade secrets. 

These and other state and federal laws offer substantial remedies for the theft of trade 
secrets. Like patents, trade secrets can help keep out unfair competition. If confidential 
information is protected as a trade secret, by taking reasonable steps to maintain its 
secrecy, potential competitors may decide not to try to obtain it to avoid the risks of trade 
secret litig ation. If they do obtain it through theft or other improper means, a successful 
trade secret lawsuit may result in a court order prohibiting them from using it and 
awarding substantial monetary damages. 

Trade secrets, like patents and other intellectual p roperty, can be valuable assets that 
increase the sale value of a company and its product lines. Potential purchasers of a 
company or product line often expect the company’s confidential information to be 
protected as trade secrets by taking reasonable ste ps to maintain its secrecy. Trade secrets 
can be valuable assets in negotiating agreements with competitors and a valuable source 
of income through licensing and sale. Unlike patent protection, which expires after a 
limited time, trade secrets may be prote cted for as long as the owner takes reasonable 
steps to maintain their secrecy. 

What Is Considered A Trade Secret? 

Almost any information can be a trade secret if it is valuable to a business and not 
generally known. The DTSA gives as examples: “patterns, plans, compilations, program 
devices, formulas, designs, prototypes, methods, techniques, processes, procedures, 
programs, or codes, whether tangible or intangible, and whether or how stored, compiled, 
or memorialized physically, electronically, graphical ly, photographically, or in writing.” (18 
U.S.C. § 1839(3).) The UTSA gives as examples “a formula, pattern, compilation, program, 
device, method, technique, or process….” (Section 1(4).) 
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Foreign investors should take steps early to protect thei r intellectual property in the U.S. 
Talk to an intellectual property attorney to identify valuable IP and agree on a plan to 
protect it. Delay may result in the loss of valuable rights. Basic steps include: registering 
trademarks with the USPTO; using trad emarks correctly on products, websites and 
advertising; registering copyrights with the U.S. Copyright Office; timely applying to patent 
inventions with the USPTO; documenting steps taken to maintain the secrecy of trade 
secrets, including nondisclosure ag reements with employees and business partners; and 
obtaining and granting necessary IP licenses and assignments. 

Further information on how to protect intellectual property in the U.S. can be found at the 
USPTO website, which provides basic information on patents , trademarks , copyrights and 
trade secrets , and at the U.S. Copyright Office website, which provides basic information on 
copyrights . 

About Klarquist Sparkman, LLP (Authors of IP Section on Patents 
and Trade Secrets) 

Klarquist Sparkman, LLP was founded in 1941, and is one of the oldest and largest full -
service intellectual property boutique firms in the Northwest U nited States . Based in 
Portland, Oregon, its clients are at the cutting edge of technology and innovation. The firm 
includes more than 60 attorneys and patent agents who represent a broad range of clients , 
including solo inventors, mid -size companies, large corporations and major research 
institutions. The firm provides the technical and legal experience needed to preserve, 
protect, and defend in litigation all intellectual property rights. Klarquis t Sparkman is a 
proud member of INBLF. Learn more by visiting www.klarquist.com . 

About Lutzker & Lutzker LLP (Authors of IP Sections on 
Trademarks/Copyright) and INBLF 

Lutzker & Lutzker LLP is a boutique firm focused on intellectual property, entertainment, 
high tech, and privacy issues. The firm provides counseling, transactional and litigation 
services to trad itional businesses, educators, and creative professionals. Lutzker & Lutzker 
LLP is a proud member of INBLF, and Arnold Lutzker serves as the president of the law firm 
network. 

INBLFis a network of hundreds of boutique law firms in nearly 40 jurisdictions throughout 
the U.S. and Canada, and dozens of full -service law firms in more than 30 countries around 
the globe. INBLF law firms stand ready to as sist foreign investors with all legal services 
needed to realize their dreams of investment in the United States. 
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The sections on trademarks and copyrights in this chapter were prepared by Arnold 
Lutzker and Susan Lutzker of Lutzker & Lutzker LLP. The sections on patents and trade 
secrets in this chapter were prepared by Jeffrey Love and Ramon A. Klitzke II of Klarqui st 
Sparkman, LLP. Views expressed in this chapter are the author’s own, not that of the 
International Trade Administration. This chapter does not constitute legal advice. Readers 
interested in investing in the United States should consult legal counsel. 
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a right way to open a bank account? Consider the what, why, when, where, and how. 

What do you want from the banking relationship? 

A bank that offers tailored services to support your specific business needs can be a game -
changer. Your banking relationship should go beyond providing transactional activities and 
lending options to offer you the support, services, and flexibility you need to help your 
business grow. Convenience and security are c rucial, especially if your company leadership 
is located outside the United States. 

When choosing a bank, consider its 
experience and resources. Banks with 
specialized financial teams that regularly 
work with various business models, growth 
plans, and op erational challenges can offer 
valuable insights. Your banking professional 
can also be a significant resource for client 
referrals, warm leads, and networking 
opportunities. Additionally, your bank may 
offer tools and services to help streamline 
your busi ness operations, such as integrating with your accounting software, restructuring 
payroll and bill payments, improving cash flow management, and aligning your banking 
and tax goals. 

Why you might need a bank account in the United States 

There are many reas ons why you many need a U.S. bank account . Consider the following: 

1. Will you need assistance with investments or business loans? This could include 
asset management or a high -yield savings accounts. Eligibility for select federal 
government programs require a company to have a U.S. bank account in place for 
two years. 

2. Will you need a line of credit? If your business has not been operating long enough 
in the United States to establish credit or has a low credit score, it could be difficult 
to secure cr edit lines or business loans. 

3. Do you require merchant services, financial consulting, or notary assistance? For 
example, you may need the assistance of a notary public if you are a retail business. 
While renewing local businesses tax licenses, you will be required to provide your 
investor and sales valuations, which must be notarized. 
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G 4. How often will you visit the bank? For example, will you need to withdraw cash 
regularly, have access to ATMs, access a safety deposit box, or need bank -certified 
checks? 

5. Do you need to process U.S. payroll? Nearly all U.S. payroll providers require a U.S. 
bank account to process U.S. payroll. 

If the only reason you need a U.S. bank account is to collect payments from your U.S. 
customers, there are other convenient options, like alternative payment methods (APMs). 

APMs can be categorized as any form of payment that is not cash or a credit card issued by 
a major bank, such as PayPal. 

Additionally, the cloud -based Payments -as-a-Service (PaaS) model allows businesses to 
utilize various payment options through a single interface, whether consumers are using 
prepaid debit cards, global bank transfers, international APMs, or local APMs. 

Where should your U.S. bank account be located? 

When establishing business operations in the Un ited States, investors typically look to open 
an account with a brick -and-mortar U.S. bank. However, in cases where establishing that 
type of account may be especially challenging or where your company does not have a 
significant need for a traditional ban king platform, you may find it worthwhile to consider 
certain banking alternatives. 

• In your home country — If you  se ll to th e  Un ite d  Sta te s  or  p a y su p p lie rs  in  U.S.  
d olla rs  (USD), op e n in g a  fore ign  cu rre n cy/USD a ccou n t with  a  loca l b a n k in  you r  
h om e  cou n try cou ld  b e  a n  op tion . A fore ign  cu rre n cy a ccou n t a llows  you  to se n d  
a n d  re ce ive  fu n d s  in  m u ltip le  cu rre n cie s , a n d  you  cou ld  sa ve  tim e  (d u e  to  
s tre a m lin e d  b a n k tra n sfe rs ) a n d  m on e y (b y a void in g sh ort-te rm  cu rre n cy 
flu ctu a tion s  a n d  h igh  fe e s ).  

You  ca n  a lso op e n  a  m e rch an t a ccou nt, wh ich lin ks  you r  cu s tom e rs’b a n k  a ccou n ts  
a n d  you r com p a n y’s  b a n k a ccou n t in  ord e r  to p roce ss  e le ctron ic p a ym e n ts ,  
in clu d in g cre d it ca rd  tra n sa ction s .  

• Online — Million s  of p e op le  in  th e 
Un ite d  Sta te s  u se  m ob ile  b a n kin g.  
On lin e  b a nks  te n d to offe r  lower fees 
a n d  h igh e r in tere st ra te s  on  d e p os it  
a ccou n ts , b e ca use  th e y d o n ot in cu r  
cos ts  to op e n  a n d  op e ra te  a  n e twork  
of  p h ys ica l b ran ch es . Like  m os t b rick  
a n d  m orta r  b a n ks , m a n y on lin e  
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G banks are insured by the U.S. Federal Deposit Insur ance Corporation (FDIC). Before 
engaging with a bank, use the FDIC’s online database BankFind to make sure you 
are working with a legitimate FDIC -insured bank. 

• Multi -currency digital bank accounts — Th e se  d igita l a ccou n ts  a re  offe re d  b y  
b oth  b a n k a n d  n on -ba nk se rvices  a n d a re  a vaila ble  in m u ltiple cu rre ncie s , in clu d in g  
USD. Fe e s  u n d e r th is  op tion  m a y b e  le ss  th a n  th e  fe e s  for  cu rre n cy e xch a n ge  
se rvice s  ch a rge d  b y m os t p la ye rs  in  th e  on lin e  m a rke tp la ce .  

COVID-19 h a s  fu n d a m e n ta lly a lte re d  th e  wa y we  live  a n d  work, a n d  b a n kin g is  n o  
e xce p tion . In  a  p os t-pa nde m ic world , a n  e xp los ion  of te ch n ologie s  su ch  a s  a n a lytics  a n d  
a rtificial inte llige n ce (AI) is  in flu e n cin g e ve ry a sp e ct of th e  b a n kin g in d u s try.  Digita l-on ly 
b a n ks  (a lso kn own  a s  n e ob an ks), Ba n kin g-as -a -Se rvice  (Ba a S), a n d  m ob ile  b a n kin g a re  a ll  
se t to ta ke  off, to ke e p  u p  with  ch a n gin g con su m e r e xp e cta tion s .  

When should you apply for a U.S. business bank account, and how 
long will the process take? 

• Th e  firs t s te p  is to cre a te  a  U.S. e n tity a t th e  s tate  le vel.  Th is  p roce d u re  is  ge n e ra lly 
s tra igh tforwa rd a n d com p le ted  d ocum e nts ca n  b e p roce ssed  with in  24 to 48 h ou rs . 

• On ce  th e  e n tity is  form e d , you  m u st file  for  a  Fe d e ra l Em p loye r Id e n tifica tion  
Nu m b e r (FEIN) (Form  SS-4). Th is  is  th e  n u m b e r you  will u se  on  you r fe d e ra l ta x  
re tu rn . If th e  com p an y office r wh o s ign s Form  SS-4 is a  U.S. citize n, you  ca n  a p ply for 
a n d  ob ta in  a n  FEIN im m e d ia te ly. If n ot, it cou ld  ta ke  two to th re e  we e ks .  

• On ce  you r FEIN is  re ce ive d , you  ca n  a p p ly for  a  U.S. b a n k a ccou n t.  

• A b a n k a ccou n t n orm a lly ta ke s  a rou n d  th re e  we e ks  to op e n , a n d  in  som e  ca se s  
re q u ire s  a n  in -p e rson  m e e tin g with  th e  b a n k. A U.S. office r  of th e  b u s in e ss , a s  
d e s ign a ted  in com p a n y  d ocu m e n ts , typ ica lly a tte n d s  th e se  m e e tin gs  a n d  h a s  th e  
a u th ority to m a ke  d e cis ion s  re ga rd in g a  b a n k a ccou n t.  

How does a non -U.S. company open a bank account in the United 
States? 

Ba n ks  u n d e rgo e xte ns ive  cu stom e r d u e d ilige n ce  p roce du res , n ot on ly to com p ly with  a n ti-
m on e y la u n d e ring a n d a n ti-te rrorism  re qu ire me n ts , b u t a lso to gu a rd a ga ins t re pu ta tion a l,  
op e ra tion a l, le ga l, a n d  con ce n tra tion  r isks .  

Th e  Fin a n cia l Crim e s  En force m e n t Ne twork (Fin CEN) issu e d  “Cu s tom e r Du e  Dilige n ce  
Re q u ire m en ts for  Fin a ncia l In s titutions” (th e CDD Ru le) in  2018 to a m e n d th e Ba n k Se cre cy 
Act re gu la tion s . Un d e r th e  CDD ru le , fin a n cia l  in s titu tion s  a ct a lm os t a s  p roxie s  for  la w 
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G enforcement. Banks must now collect information on client companies’ beneficial owners 
and provide it to law enforcement agencies upon request. 

Consider this representative list of documents you may need. 

• FEIN confirmation letter — An  FEIN con firm ation le tte r (or Form SS-4) is  re q u ire d  
b y b a n ks  for  ta x re p ortin g p u rp ose s .  

• Corporate documents — As p roof of you r e n tity’s  cre a tion  a n d  h ow it will op e ra te  
a n d  con d u ct its b u sine ss , re q uire d d ocu me nts  m a y inclu de  Article s of In corp ora tion 
or  Ce rtifica te  of In corpora tion , op e ratin g a gre e m e n ts , orga n iza tion a l m in u te s  a n d  
b yla ws , Ce rtifica te s  of Good  Sta n d in g, or  Ce rtifica te s  of In cu m b e n cy.  

• Beneficial ownership information — Ba n ks  m u s t id e n tify a ny in dividu a l wh o owns  
25 p e rce n t or  m ore  of a  le ga l e n tity, a n d  a ny in dividu al wh o con trols  the  le ga l e ntity. 

• Photo identification — Ba n ks  ge n e ra lly re qu ire two form s  of id e n tifica tion  for  th e  
b e n e ficia l own e rs  a n d  th e  com p a n y re p re se n ta tive  op e n in g th e  a ccou n t; a t le a s t  
on e of th e se  m u s t h a ve  a  p h oto.  

• Proof of address — Ba n ks  re q u ire  th e  com p a n y re p re se n ta tive  to su b m it a  
p e rson a l p roof of a d d re ss. Fore ign  b an k a ccou nt s ta tem e nts  a re  u su a lly p re fe rre d ,  
a lth ou gh  u tility b ills  m a y a lso b e  a cce p te d . 

• U.S. business address — Most U.S. b a n ks  will n ot op e n  a  b u sine ss  a ccou n t  with ou t  
a p h ys ica l U.S. a d d re ss . Howe ve r, b a n ks  m a y a cce p t th e  s tre e t a d d re ss  of a  
re gis te re d a ge n t or  a  vir tu a l m a ilb ox se rvice , e sp e cia lly if you r b u s in e ss  is  on e  in 
wh ich  h a vin g a  p h ys ica l b ra n ch  is  im p ra ctica l (su ch  a s  p u re ly on lin e  sa le s ).  

Watch for common pitfalls when opening a U.S. bank account 

• Incorrect or missing information — Th is  ca n  d e la y th e  a ccou n t op e n in g p roce ss 
b y we e ks . Com m u n ica te  with  you r b a n k to u n d e rs ta n d  e xa ctly wh a t you  n e e d  to  
p rovid e .  

• Check -signing authorities — Will you r ch e cks re q uire  on e  s igna ture or two? Is th is 
for a ll ch e cks or on ly for  a m ou n ts  ove r a  sp e cifie d  d olla r  lim it? Se t u p  a sys te m  of  
in te rn a l con trols  a n d  m a ke  th e se  d e cis ion s  b e fore  op e n in g you r a ccou n t.  

• DBA versus legal name — Prin tin g a  d oin g-b us in e ss -a s (DBA) n a m e  ins tea d of you r 
com p a n y’s  le ga l n a m e  on  ch e cks  cou ld  p ose  a  p rob le m . Du e  to in cre a s in g on lin e  
b a n kin g fra u d , m os t cre d it ca rd  m e rch a n t p roce ssors  a re  re q u ire d  to m a tch  th e  
e n tity’s  le ga l n a m e  to th e  on e  on  th e  ch e ck.  
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G • Apostille requirements — An  Ap os tille  is  a  sp e cia lize d  ce rtifica te th a t ve rifie s  a  
d ocu m e n t  a s  le gitim a te  a n d  a u th e n tic so it will b e  a cce p te d  in  cou n tr ie s  th a t a re  
m e m b e rs  of th e  Ha gu e  Con ven tion  Trea ty. Th is is  n ot a  typ ica l re qu ire me n t b u t m ay  
a rise  in  sp e cific ca se s .  

• Minimum deposit — As th is  m a y va ry from  b a n k to b a n k, it is  good  to ve rify you r 
b a n k’s  m in im u m  d e p os it re q u ire m e n ts  for  fore ign  clien ts . 

Wh e th e r you  a re  th in kin g of s ta r tin g a  b u s in e ss , a re  in  th e  e a rly s ta ge s  of la u n ch in g a  
s ta r tu p , or h a ve b e e n ru nn in g a b u s ine ss for  se ve ra l ye a rs  in  th e  Un ite d  Sta te s , look for  a  
b a n k th a t m e e ts  th e  spe cific n e ed s of you r  com p a n y  — n ot ju s t in  th e  sh ort-te rm , b u t for 
ye a rs  to com e .  

About CliftonLarsonAllen 

Clifton La rson Alle n e xis ts  to cre a te  op p ortu n itie s  for  ou r clie n ts , ou r p e op le , a n d  ou r  
com m u n itie s  th rou gh  in d u s try-focu se d  we a lth  a d visory, ou tsou rcin g, a u d it, ta x, a n d  
con su ltin g se rvice s . A m e m b e r firm of th e  Ne xia In te rna tion a l n e twork, Clifton La rson Alle n 
a cts  a s  a  on e -s top -sh op , p rovid in g Glob a l Con cie rge  Se rvice s  for  ou r clie n ts . With  7,400 
p e op le  a n d  m ore  th a n  120 U.S. loca tion s , we  p rom ise  to kn ow you  a n d  h e lp  you .  
In ve s tm e n t a d visory service s a re  offe re d th rou gh  Clifton La rson Alle n  We a lth  Ad visors , LLC,  
a n  SEC-re gis te re d  in ve s tm e n t a d visor .  

Disclaimer 

Th is  ch a p ter  wa s p re pa re d  b y Kirth i Ma ni with  CliftonLa rson Alle n . Vie ws  e xp re sse d  in  th is  
ch a p te r  a re  th e  a u th or’s  own , n ot th a t of th e  In te rn a tion a l Tra d e  Ad m in is tra tion . Th is 
ch a p te r  d oe s  n ot con s titu te  le ga l a d vice . Re a d e rs  in te re s te d  in  in ve s tin g in  th e  Un ite d  
Sta te s  sh ou ld  con su lt le ga l cou n se l.  
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Overview of Site Selection in the United States 

Site selection is a process of identifying a state, region, and local community to locate 
a new corporate facility. When investing in the United States of America, private 
companies take responsibility for researching, analyzing, and selecting their 

locations. Different levels of government and economic development organizations may 
facilitate the corporate decision by providing the company with information, making 
available prepared sites, fast -tracking permits, and offering cost redu ctions such as 
e con om ic d e ve lop me n t in ce n tive s. 48 Th e d e cis ion  of wh e re  a n d wh e n to loca te  re side s  with  
th e  com p a n y, its  a d visors , a n d  e xe cu tive s .  

Site Selection Process 

Pl an 
•Corporate 
strategy 

•Facility 
purpose 

•Team 

R e search 
•Public vs. 
private data 

•State 
variables 

•Summarize 

M odel C osts 
•City variables 
•Discounted 
cash flow 
analysis 

T our Sites 

•Checklist 

Plan 

Th e  p roce ss  b e gin s  with  p la n n in g. Wh e n  u n d e rta kin g a  n e w p roje ct, fore ign  in ve s tors  
sh ou ld  con s ide r th ree  ite m s in itia lly: corpora te s tra te gy, p urpose  of th e ir fa cility, a n d a dvice 
from  s ta ke h old e rs .  

Corporate Strategy 

Com p a n ie s  in ve s t in th e  Un ite d Sta tes  for  a  va rie ty of re a sons . 49 The  m os t com m on  re a son 
is  a cce ss ing n ew m a rke ts  a n d cu stom e rs . In  a dd ition ,  b e ca u se  th e  sh ip p in g  d is ta n ce s  a re  
sh orte r , com p a n ies  find  tha t  th eir  logis tica l cos ts  a re  lowe r if th e y p rod u ce  in  th e  Un ite d  
Sta te s  a n d  sh ip  to cu s tom e rs  in  th e  re gion , th u s  free in g workin g ca p ita l for  oth e r  u se s . 

48 The  conce pt  of e conomic de ve lopme nt  ince nt ive s  a re  discusse d in  de pth in  Se le ctUSA Inve s tor Guide , Cha pte r 11: 
“Economic De ve lopme nt  Ince nt ive s .” This  cha pte r on s it e  se le ct ion will incorpora t e  ince nt ive s  a s  pa rt  of a  sugge s t e d cos t  
mode l for e va lua t ing pote nt ia l loca t ions .  

49 For a  more  t horough discuss ion of corpora t e  s t ra t e gy, ple a se  se e SelectUSA Inve s tor Guide , Cha pte r 1: “Ove ra ll Inve s tme nt  
Che cklis t .” 
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Others find that they can improve their intellectual property and enhance their products by 
hiring U.S. engineers. 

Foreign investors typically open the following types of facilities. A sales office is usually 
opened to establish a customer base in the United States. A development and engineering 
office permits companies to tailor their products to the needs of the U.S. market. After 
securing sales contracts, foreign investors typically open a warehouse or distribution 
facility where they can inventory products manufactured in their home country. Because of 
the lead time associated with overseas production, investors need a place to hold their 
goods until required by the customer. Some companies choose to build manufacturi ng 
facilities in the United States as the U.S. -based production reduces lead time for delivering 
product to U.S. customers and frees up working capital otherwise tied up in inventory. To 
manage the various resources required to operate a manufacturing plan t and serve their 
growing customer base, foreign investors establish a facility for their corporate staff where 
sales, engineering, finance, human relations, procurement, logistics, legal, and executive 
leadership can work together. 

Facility Purpose 

There are several general factors that affect selecting a state and local community. These 
factors include workforce, logistics, real estate, business and tax climate, and utilities. 

i) Logistics: includes accessibility to major customers, proximity to transporta tion 
infrastructure (such as water ports, railroads, and airports), and costs of 
inbound/outbound shipping. Generally, the further a facility is from the primary 
transportation node , and the congestion at the node , the higher the freight costs. 

ii) Workforce: includes labor availability, skills, costs, and unionization. 

iii) Real Estate: includes availability of existing buildings, the time to obtain a certificate 
of occupancy, and the cost to construct improvements to an existing building or a 
new building on a greenfield site. Generally, the cost and timing of construction 
varies widely across the United States . 

iv) Business and Tax Climate: includes land use restrictions, environmental regulations, 
tax rates, and permits required (conditions and processing time). 

v) Utilities: includes available capacity, the cost of adding capacity, generatio n and 
disposal sources, rates, and time to extend/tap. 

The priority of these factors usually depends on the type of facility being planned. For 
example, the most important site selection factor for distribution facilities is logistics. In this 
case, the cost of in -bound and out -bound freight will typically be the single biggest driver of 
competitiveness. For manufacturing, labor availability and cost are the major drivers in 
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selecting a site. For office operations, as the average age of the U.S. workforce i s rising and 
nearing retirement, access to a large pool of younger workers would be critical to business 
continuity. 

Team of Key Stakeholders 

The last step in the planning phase is to assemble a site search team. Failing to cover all of 
the disciplines an d roles on a company’s site selection team usually causes problems 
during the actual search, yielding inefficiencies as the search may have to begin afresh, or 
after the project is complete, leading to operational issues and cost overruns. If there are 
any gaps on the internal team, a company may consider filling the gap with an outside 
professional who is a subject matter expert in the particular field. As a best practice, the 
following disciplines should be included on a site search team. 

The most critic al corporate functions requiring full -time participation are: 

i) Human Resources : Given the importance of workforce to site searches, the human 
resources department is the most knowledgeable about types of labor, required 
skills, and number of associates 
req uired for a project. 

ii) Real Estate : The real estate team is 
usually tasked with aligning the 
physical footprint of the company 
to the business operations, 
analyzing the attributes of each 
site, and coordinating with brokers, 
engineers, and architects. 

iii) Operations : The operations colleagues, with experience from previous investment 
projects, are usually the most knowledgeable about timelines required to meet 
customer commitments, placement of equipment in a new facility, and labor 
required to efficiently opera te such equipment. In addition, the operations team will 
operate the new facility after the site is selected. 

iv) Supply Chain: The supply chain colleagues analyze the suppliers, assess risks, and 
estimate costs to bring inbound materials and transportation ch arges for shipping 
finished products to customers. 

v) Finance: The finance team can help the team quantify the decision and measure its 
performance by modeling the upfront and operating costs, analyzing key site 
selection variables, and assessing risks. 
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To be successful, there are other functional areas that are required but not necessarily on a 
full -time basis: 

vi) Communications : In some states, incentives are awarded as an inducement to 
create jobs or commit investments to the location for a minimum period of time. 
These inducements are referred to in site selection as “but for” requirements (“but 
for” the incentive, the company would not commit to creating jobs or making the 
investment in the location). A company could violate a “but for” requirement by 
publi cly announcing its intention to locate a project before entering into an 
incentives agreement with a state or community. Since the timing of any 
announcements about a project is critical to incentives, the site selection team must 
coordinate with the commu nications team about timing and content of any 
announcements about a project. 

vii) Government Relations/Public Affairs : Project success could also involve contacts 
with government agencies for tasks, such as expediting permits, as well as 
monitoring community support for a project. 

viii)Legal: The legal department is usually involved in several aspects of a project, 
including real estate contracts, permit applications and resulting conditions, 
incentive agreements, legal entity formation, and qualifications to do business in a 
new jurisdiction. 

ix) Tax: The tax team is the best -suited to evaluate tax climate and estimate the tax 
liability, including whether there are any planning strategies that could be affected 
by an incentive agreement, such as not being able to utilize non -refundable credits 
due to lack of a tax liability. 

When working with such a large team, it is important to establish the goals and potential 
benefits of such an investment project in 
order to ensure buy -in from company 
leadership and team members. Before 
recruiting colleagues to your site selection 
team, investors and/or their professional 
advisors should estimate a range of 
potential benefits. Site selection is a long -
term project that will require many people 
to stay motivated over the course of 
months or years. 
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Research 

Goal: Narrow to a few states 

After planning, the next step is research. While identifying variables for their site search, 
the site selection team should also agree upon the data to define and measure those 
variables. There is little value in using variabl es that do not have readily available, or costly, 
data sets. Once a site search team decides on its key variables and data sets, the rest of 
research is essentially a process of elimination, using data to advance from a long list of 
considered locations to a shorter list with narrower criteria until the search team eventually 
agrees upon a state. 

Data – Public versus Private 

For data sets, there are two sources of information: public and private. Public data is 
generally collected, analyzed, and published by federal and state agencies, such as the U.S. 
Census Bureau , the Bureau of Labor Statistics (BLS), and the Energy Information 
Administration (EIA).SelectUSA Stats and Google Public Data Explorer each compile and 
aggregate a variety of U.S. and international public data resources as well. The advantage 
of public sour ces is that the information is free. The drawback, however, is the latency of 
the data: some sources have lags of 24 to 48 months. 

For private sources, data is available to purchase, but the databases are generally user -
friendly, relatively current, and of ten come with analysis and insights from the providers. 
There are several private data providers with information available at the state, county, 
and/or city level. 

Narrowing the Search Area to a Few States 

Selecting a group of eligible states to consider is a challenge in a country as vast and varied 
as the United States. An international company seeking to grow its revenue in the North 
America may want to start its analysis by identifying the locations of its potential 
customers. To identify customers, t he U.S. Census Bureau maintains a database called the 
Statistics of U.S. Businesses , which provides data by industry sector at the state and 
metropolitan statistical area (MSA) level. To estimate the size of a potential consumer base, 
the information is further categorized by number of establishments as well as payroll and 
employees per establishment. 

In addition to customers, some companies may require a location that is close to their 
suppliers or critical infrastructure. For example, some companies require large amounts of 
natural gas or electricity. EIA provides publicly available maps of electric transmission lines 
and natural gas pipelines across the United States. 
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To continue narrowing the search to specific states, companies should focus on a few more 
general variables. These variables are best analyzed with independent rankings. 

Business climate is a large umbrella that includes several sub -factors such as 
environmental permitting requirements, st ate liability system, and debt as a percentage of 
tax revenues. One of the most comprehensive and longest running resource for Business 
Climate is “ Rich State Poor State,” which is published by the American Legislative Council 
(ALEC). This resource publishes a score card for each state ranking their prior performance 
versus the other states and forecasting their future economic outlook. 

Another important consideration in site selection is the tax structure for each state. It is 
important to analyze costs and burdens associated with corporate income, franchise, 
excise, sales/use, and property taxes. A comprehensive resource is the Tax Foundation . 
Each year the Tax Foundation analyzes the tax structures in each of the 50 states and 
publishes a comprehensive explanation and ranking of each state’s competitiveness. 
Another resource available for in -depth technical information on state and local taxes is the 
Council on State Taxation . 

After mapping the locations for its customers and suppliers and ranking the other indices, 
the sea rch team will have a range of states to look for the rest of their data points and 
further refine the search to a county or city. 
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Model ing Costs : Refining the Search from States to Cities 

Goal: Narrow the search to a local community 

To select a specific location from a short list of options, a discounted cash flow analysis 
may be most helpful as a means of directly compar ing potential communities in 
quantifiable terms based on the company’s specific requirements. 

Workforce 

As discussed above, the most common variable across all types of operations is workforce. 
Using workforce to further refine the search has two benefits. First, with workforce data 
being available at the county and city level, it is one of the most efficient ways to narrow 
your search from states to a local community in each state. Second, finding enough 
workers with the right skills and the lowest cost is key to the success of many site searches. 

To start the analysis, the site selection team should create a staffin g plan focusing on at 
least three areas: worker availability, skill levels, and costs. 

Availability: To measure availability, a site selection team should consider several factors, 
such as: 

• Population : a b solu te  a nd  fore ca ste d s ta tis tics fu rthe r ca te gorize d b y a ge , ra ce , se x,  
in com e , ca n  b e  fou n d  via  th e  U.S. Ce n su s  Bu re a u . 

• Employment : th e  n u m b e rs  of worke rs  e m p loye d  b y in d u s try a n d  b y occu p a tion  
in clu d in g a b solu te  a n d  tre n d in g ra te s  ca n  b e  fou n d  via  th e  Bu re a u  of La b or  
Sta tis tics (BLS). 

• Unemployment : in form a tion  b y s ta te  a n d  re gion  is  a lso a va ila b le  via BLS. 

• Location Quotient : m e a su rin g th e  con ce n tra tion  of worke rs  in  a  ce rta in  NAICS  
cod e  a s  com p a re d  to th e  U.S. n a tion a l a ve ra ge  ca n  b e  fou n d  via  BLS. 

• Commuting Patterns : m a p p ing wh ere  p ote ntia l e m p loye e s  live  a nd  th eir  e xp e cte d  
tra ve l tim e  to/from  th e  a n ticip ate d fa cility ca n b e  fou nd  via th e  U.S. Ce n su s  Bu re a u . 

To q u a n tify th e  “a va ila b ility” of a  workforce  in a  re gion , a  s ite  se le ction te a m  shou ld  b u ild  a  
m od e l th a t con s ide rs its  cu rre n t a n d  fu tu re  la b or  re q u ire m e n ts . For su ch  d a ta  p oin ts  a s  
re te n tion  ra te s a n d th e  n um b er of s tu de n ts  a t e a ch s ta ge  of th e ir  s tud ie s , th e  se a rch  te a m  
will n e e d  to re q ue s t this  informa tion  from  th e  e con om ic d e ve lop m en t organ izations  (EDOs) 
wh o re p re se n t th e loca l com m u nitie s a s  th e se  d a ta  p oints  a re  n ot p u blicly a va ilab le .  Be low  
is  a  s im p le  m od e l. 
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Example Workforce Analysis of a Single Location 

Workforce Total / Percentage in 
Location A 

Working -Age Population ( Civilian Population 20 Years and Older ) 310,860 
Current Unemployment Rate 5% 
Full Employment Rate 4% 
Population Available to Join Workforce 3,109 

Local University Students Graduating 
This Year 

Undergraduate 
(Bachelor) 

Graduate 
(Master or 

Ph.D. ) 

Total 
Graduating 

Total Students 5,500 1,500 7,000 
Undeclared 1,100 0 1,100 
Science, Technology, Engineering, 
Mathematics (STEM) Fields 

1,100 375 1,475 

Arts & Science 1,925 563 2,488 
Business & Finance 

Of All Graduates in STEM, Arts & Sci
Hypothetical Retention Rate of Local 
Universities 

1,375 
ence, or Business &

50% 

563 
Finance Programs 

75% 

1,938 

90% 

University Students Expected to Join Workforce 2,950 4,425 5,310 

Local Community College Students Graduating This Year Associate Degree 
Total Students 2,500 
Technical 1,250 
Business & Finance 1,250 

Of All Graduates in Technical or Business & Finance Programs 
Hypothetical Retention Rate of Local Community Colleges 60% 80% 95% 
Community College Students Expected to Join Workforce 1,500 2,000 2,375 

Range of Estimates of Potential Available Workforce (Based on Possible Retention Rates) 

Total Available Workforce for Project 
Low 

Estimate 
Middle 

Estimate 
High 

Estimate 
Potential Workforce (Existing Available Workforce Plus 
Graduating University and Community College Students) 7,559 9,534 10,794 

Skills: While precise skill levels are difficult to determine without one -on-one interviews, 
there are a few data points that generally characterize the types of labor skills inherent in a 
community, including: 

• Ed u ca tion  a tta in m e n t, se gm e n te d  b y h igh  sch ool, som e  colle ge  (wh ich  in clu d e s  
com m u n ity colle ge s a n d  oth e r  two-ye a r in s titu tion s), b a ch e lor  a n d  p os t-gra d u a te  
d e gre e s , ca n  b e  fou n d  via  th e  U.S. Ce n su s  Bu re a u . In  a d d ition  to e d u ca tion  
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attainment, the U.S. Census also reports on school financing from state and local 
governments. 

• Un ion  m e m b e rship  a n d p a rticipa tion  b y occup ation , ind us try a n d  s ta te  is  a va ila b le  
via  BLS, a s  is  in form a tion  re ga rd in g work s top p a ge s . 

Cost: Evaluating this factor is difficult given the latency of publicly available data. To 
develop a more accurate picture of the current and future labor costs, the site selection 
team should request the d ata from the EDOs or, if not available, from private sources. 

• Wages by occupation are available by industry sector and at the state, county, and 
city level via BLS. 

• BLS also provides experimental data on labor productivity . Even though it is only 
available at the state level for a limited number of years, this data set includes 
granular details on labor productivity, number of employees, number of hours, 
output, real hourly labor compensation and costs, unit labor cost, and value of 
production. 

Below is a simple model to compare labor costs in multiple local communities in a sing le 
state. 

Occupation State A , 
County W 

State A , 
County X 

State A , 
County Y 

State A , 
County Z 

First Line Supervisors of Production and 
Operating Workers 

$26.88 $28.20 $27.92 $26.93 

Structural Metal Fabricators and Fitters $17.02 $17.74 $18.27 $19.47 

Computer Control Programmers and 
Operators 

$19.40 $21.77 $18.11 $17.42 

Machine Tool Cutting Setters, Operators, 
and Tenders, Metal and Plastic $14.49 $16.48 $15.81 $15.64 

Welding, Soldering, and Brazing Workers $17.03 $17.45 $17.64 $19.33 

Critical Occupations $19.50 $21.68 $22.92 $20.29 

Additional Factors Specific to the Investment Project 

After analyzing the workforce in several communities in each state, a search team can 
begin the process of analyzing additional factors that are more specific to the project . To 
highlight a state’s strengths and challenges, a project team should prepare a cross -state 
cost model. Since many of the costs and the incentives occur annually over a period of 
years, the incentives and costs shou ld be discounted to the present value. 
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A good cost model should account for one-time upfront costs as well as ongoing annual or 
periodic operating costs and net incentives against their relevant counterparts. 

Upfront Investments 
Real Property 
Land Purchase 

Site Improvements 
Walkways 

Parking Lots 
Utility Extensions and 

Upgrades 
Roads and Driveways 

Building 
New Construction 

Purchase Existing Building 
Renovations 

Annual Lease Payments 
Leasehold/Tenant 

Improvements 
Personal Property 

Machinery & Equipment 
Pollution Control 

Furniture & Fixtures 
Computers 

Office Equipment 

Operating Costs 
Labor 

Wages & Salary 
Direct Labor 

Indirect Labor 
Salaried 

Unemployment Insurance 
Workers' Compensation 

Benefits 
Relocation & Recruitment 

Utilities 
Electric 

Natural Gas 
Water 
Sewer 

Telecom / Fiber 
Transportation 

Inbound 
Outbound 

Taxes 
Corporate 

Income 
Franchise/Excise 
Gross Receipts 
Property tax 
Real Property 

Personal Property 
Sales/Use Tax 

Economic Development 
Incentives 
Cash Grants 

Training 
Recruiting 

Deal Closing 
Job Creation 

Infrastructure 
In Kind Contributions 

Free Land 
Training 

Recruiting 
Tax Credits / Exemptions 
Investment Tax Credits 

Payroll Tax Credits 
Property Tax Exemptions 
Sales/Use Tax Exemptions 

Financing 
Favorable Lease 
Infrastructure 

The upfront costs usually include acquiring, constructing, and equipping a facility. If a 
facility will be leased, the analysis also considers leasehold improvements and/or 
renovations. The responsibility to estimate the cost of a new facility in each community 
usually resides with the real estate team. For land price s, the real estate colleagues obtain 
quotes from brokers in each community. To estimate the cost of construction in each city, 
the real estate members could reference private resources that compile construction data. 
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To obtain estimates of equipping a faci lity, supply chain members should have this 
information. The supply chain colleagues, through their supplier network, should be able to 
determine the acquisition, shipping, and installation costs of machinery and equipment, 
furniture and fixtures, and comp uters. While the cost of the equipment may be the same 
for each location, shipping and installation costs will likely vary. 

With respect to operating costs, analysis usually includes labor, utilities, logistics, and taxes. 
Labor costs are pulled from prev ious research using BLS Occupational Employment 
Surveys for states and metropolitan areas. In addition to wage rates, the human resources 
team analyze incidental costs associated with workforce. For unemployment insurance, tax 
colleagues can pull the rates and the salary thresholds from each state’s UI Commission 
web page. The U.S. Department of Labor’s website has a convenient map with a link to 
each state’s unemployment insurance agency. For workers’ compensation, ALECor Cerity 
are examples of two resources with human resource data. The real estate colleagues can 
obtain a quote to relocate associates from national moving firms. For relocation costs, 
there are several online resources, such as the Relocation Center ’s online estimation too l. 

For utilities, the supply chain team should have information regarding the production 
requirements for water, sewer, electricity, and natural gas, if required. For electrical rates, 
EIA provides rates by state and likely utility provider . 

To estimate logistics costs, the project team should consider transportation of raw 
materials and finished goo ds, as relevant. For example, for a company that plans to utilize 
trucking services, several companies offer online quotes for truck loads and less than full 
truckloads on expedited and non -expedited basis , including Freight Quote and Freight 
Center . For a more comprehensive decision model regarding transportation methods and 
costs, there are sev eral online software tools available , such as Coupa and AnyLogistix . 

In addition, for international investors, the project team should consider travel time and 
associated costs for executives, suppliers, and customers traveling between international 
offices and the U.S. facilities. Cities containing larger hub airports with more international 
flights may have a higher cost of living , while those containing smaller regional airports 
with few or no international connections may have a lower overall cost of living. To better 
understand the size of U.S. airports and their intern ational connections, the Federal 
Aviation Administration (FAA) maintains a database of the number of passengers per U.S. 
air port, and the Department of Transportation provides a database of international routes 
offered to or from U.S. airports. 

When analyzing locations, the site selections team should consider state and local taxes. 
The model should consider corporate taxes, such as income, gross receipts and franchise 
taxes, sales and use taxes, and property taxes on building, land, machinery, and 
equipment. These taxes can vary considerably between jurisdictions. For example, in some 
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states, sales/use taxes are levied at both the state and local level. Moreover, some states 
offe r  ta x e xe m p tion s  for  p ollution  con trol a n d in d u s tr ia l p roce ss in g  e q u ip m e n t. 50 Fin a lly, 
with  re sp e ct to p rop e rty ta xe s, d iffe ren ce s  can  b e  d riven  b y m u ltip lie r  ta b le s , a sse ssm e n t  
ra tios , a n d  m illa ge  ra te s .  

Afte r  re vie wing e a ch  section  of th e  cos t m od e l, th e  s ite se lection  te a m  sum s th e  tota l  cos ts  
b y ye a r , d iscou n ts  th e  ca sh  flows , a n d  ra n ks  th e  loca tion s . Th e se  ra n kin gs  m a y ch a n ge  
wh e n  th e  p roje ct te a m  n e ts  th e  va lu e  of in ce n tive s  a ga in s t th e  re le va n t cos ts .  

Tour Sites 

Goal: Select a preferred site. 

With  th e  cross -s ta te  cos t m od e l com p le te , a  s ite  se le ction  te a m  sh ou ld  b e  re a d y to vis it  
loca l com m u n itie s. Tou rin g com m u n itie s  a llows  a  se a rch  te a m  to con firm  th e  cos ts  in  its 
m od e l, d e te rm in e a  com m u nity’s  inte re s t in  th e ir  p roje ct, a n d  a sce rta in  wh e th e r  th e re  is  a  
good  fit. In  p re p a ration for  s ite  tou rs , th e  se arch te a m  shou ld  p re p are  a  ch e cklis t  so  th a t  it  
ca n  m e th od ically e va lua te th e  cha racteris tics of e a ch  com m un ity a n d s ite. For a  lis t of items 
to con s id e r for th e  ch e cklis t, th e  U.S. Ge n e ra l Se rvice s  Ad m in is tra tion  (GSA) p rovid e s  a n  
e xh a u s tive  lis t  th at it u ses  for  its  facilitie s. Com pa n ie s ca n  ta ilor th is ch e cklis t for  th e ir  own 
p roje cts . 

Site Selection Technology 

Ad va n ce m e n ts  in  te ch n ology in  re ce n t ye a rs  h a ve  tru ly tra n sform e d  corp ora te  s ite  
se le ction . The rise of te ch nology p re sen ts op p ortu n itie s  in  th e  fie ld  of s ite  se le ction  from 
vir tu a l s ite  tou rs  to on lin e  m a rke tp la ce s  to d a ta  a n a lys is . As  d e m on s tra te d  in  p re viou s  
se ction s , a  m od e rn  s ite  se a rch  a n a lyze s  m ou n ta in s  of in form a tion  on  e ve ry cou n ty a n d  
m a jor city in  th e  Un ite d  Sta te s . 

Leveraging Digital Resources 

Fortu n a te ly, tod a y th e re is  a  d a ta b a se  for a lm os t e ve ry con ce iva b le  loca tion  fa ctor  in  th e  
Un ite d  Sta te s . Wh e th e r re se a rch in g ta xe s , re gu la tion s , workforce , or  wa ge s , th e re  is  a  
u se fu l d a tab a se  a  fe w clicks  a wa y. Ma ny of th e se  resou rce s a re  gove rn m en t fun de d, fre e  to  
th e  p u b lic, a n d  ofte n  p a ire d  with  In te ra ctive  se a rch  tools  a n d  m a p s  th a t ca n  m a ke  you r  
se a rch  m ore  p rod u ctive .  

50 For a  compre he ns ive  discuss ion of s t a t e  a nd loca l t a xe s , ple a se  se e  Se le ctUSA Inve s tor Guide , Cha pte r 4: Ta xe s .  
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Getting Started 

The most common data resources used to begin a search often come from government 
agencies, such as BLS or the U.S. Department of Labor. Resources like the U.S . Census, 
state and local governmental data, and other free online resources can also be helpful. 

As the search for suitable locations deepens, companies will likely require a variety of 
resources as they move through the process. It is important to note useful government 
resources employed when identifying potential geographic areas (such as at the state, 
regional, or metro area level) are rarely the same resources needed to conduct thorough 
site due diligence or to find available economic incentives. 

Digital Challenges 

Given the availability of so much data, it would appear that making an informed location 
decision would be easy; however, there are two practical problems most companies face. 
The first problem relates to how information is presented and s tored during a search. 
Unfortunately, most resources present their data independently from any other location 
factor, thus creating a silo effect. The problem with having data organized in silos is that it 
becomes difficult, if not impossible to compare di fferent locations on the same terms. 

The second problem that is commonly encountered by companies with access to a 
seemingly endless amount of data is simply information overload. Many firms collect 
enormous amounts of data but then struggle to makes sens e of what all the data means. 
Depending on how unique the requirements for a given search are, a company could easily 
find itself needing to simultaneously evaluate dozens if not hundreds of sites across the 
country. In fact, it is not uncommon for a searc h to generate over 10 gigabytes of data that 
need be analyzed. 

One method that can be used to minimize the impact of information overload is to begin 
the search looking for communities that best match the needs of the company as opposed 
to considering spe cific sites in depth too early in the process. Only after narrowing the list 
of communities that meet the company’s primary location decision drivers (such as labor 
availability, labor costs, or average wages) should the project team begin the evaluation o f 
specific sites. Finally, preparing detailed pro forma financial models for each site will allow 
for accurate comparisons between sites. 

Conclusion 

With fifty states, five territories, a federal district, and hundreds of diverse metropolitan 
areas, select ing new locations in the United States is best approached as a data -driven 
process. Equally important steps include planning, researching, modeling, and touring. It is 
critical to b egin the site selection process with a solid understanding of why the compa ny is 
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investing in the United States. Then, selecting data points and reliable sources helps 
foreign investors identify a short list of states and communities to run cost models and 
quantify their decisions. Finally, armed with the data and cost comparison s, personally 
visiting each location permits the site selection team to assess whether a community will 
support the company and its employees for the long -term future . Communities in the 
United States have a long legacy of welcoming foreign direct investme nt with open arms . 
Dedicating time and resources to the site selection process will help a company identify the 
best U.S. location for its long -term success . 

About Kroll and StageXchange 

Kroll specializ es in site selection and incentive advisory services. Our team of professionals 
has 100+ years of collective experience drawn from serving previously in the public sector, 
big four accounting firms, global law firms and in -house corporate suites. Having advi sed 
on more than 400 capital projects involving $ 96 billion of investment, we teamed with 
StageXchange to create the first digital marketplace, The SITE SelectorTM, where compa nies 
looking for new sites connect directly with 2,300+ communities across the U nited 
States . SITE SelectorTM has a suite of tools to help companies identify, organize , and analyze 
thousands of pieces of data into a harmonized dashboard to facilitate decis ion making 
from an executive’s desktop. 

StageXchange is a private commercial real estate tech platform that leverages Artificial 
Intelligence and its own proprietary tools to streamline the due diligence process. Our 
custom Dashboards and integrated pro f orma models make it easy to analyze hundreds of 
potential sites simultaneously. 

Disclaimer 

This chapter was prepared by Gregory C. Burkart with Kroll and Keith Hopkins with 
StageXchange, LLC. Views expressed in this chapter are the author’s own, not that of the 
International Trade Administration. This chapter does not constitute legal advice. Readers 
interested in investing in the United States should consult legal counsel. 

References and links to third parties and their content are provided f or the convenience of 
readers for informational purposes only and are not exhaustive lists of such resources. 
SelectUSA, the Department of Commerce, and the U.S. Government are not responsible for 
the availability or content of any third -party content, whe ther found on an external site or 
otherwise; nor do SelectUSA, the Department of Commerce, or the U.S. Government 
endorse the third parties or endorse, warrant, or guarantee the products, services, views, 
or information described or offered in any third -party content. Please be aware that when 
you follow a link to an external site, you are then subject to the privacy and security policies 
and protections of the new site. 
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TI
VE

S A s businesses consider investing in the United States, there are many factors to 
assess when evaluating where to locate facilities and operations. Economic 
development incentives (also commonly referred to as business incentives) may be 

one of those factors because such incentives have the potential to provide financial 
support to minimize upfront costs and speed up the timeline to profitability. However, 
economic development incentives are typically tied to specific projects, and incentives are 
not necessar ily offered for all projects. 

If offered, incentives can vary widely by type and amount, the terms and restrictions on 
incentive packages, and the level of government administering the program , among others. 
These programs can help a foreign -owned compan y establish operations in the dynamic 
U.S. economy and facilitate key partnerships, but navigating the process can be 
challenging. Economic development incentives are typically the result of an ongoing 
conversation with a particular location, and companies interested in exploring options for 
incentives packages will likely get the most 
useful information after narrowing potential 
location options to a short list. 

When companies first enter the United 
States, they should manage their 
expectations for incent ives, as the value 
varies based on the scope and size of a 
project, the location, and other mitigating 
factors. As businesses evaluate their 
investment projects , it is important to assess 
incentive opportunit ies accordingly. Although incentives can be of s ignificant value, it is 
critical to remember that incentives themselves should not lead the location decision 
process but remain a necessary part of the overall criteria utilized when making a final site 
selection decision. 

“Economic development incentive s” is a term that describes an array of financial tools and 
technical resources available to government agencies, economic development 
organizations, and utilities, along with other similar entities. These incentives can be 
utilized to support the recruitm ent and retention of businesses in U.S. communities in 
exchange for the job creation and financial investment that those businesses will bring. 
These incentives may come in different forms to deliver assistance for businesses, 
including credits, rebates, a nd exemptions for certain tax liabilities; direct grants in the 
form of cash and forgivable loans; financing and aid for infrastructure and site 
development; loan support; and funding for job training initiatives and programs such as 
green technologies and sustainable practices. 
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conduct proper research and due diligence to identify and understand the true value of 
relevant incentives (and the requirements of the associated c ommitments going forward). 
Just as the value, structure, and nature of economic development incentives vary across 
the country, so too do the rules and regulations which guide them. Having a strategic 
approach and action plan is vital to ensure the best ou tcome for the business in both the 
near and long term. 

When evaluating these opportunities, it is also important to review whether the investment 
is in an urban or rural community. As economic developers develop their tools and 
resources for businesses, th e approach, commitments, and value opportunity changes. 

The following chapter will guide businesses through the economic development incentives 
process and discuss many of the related best practices that companies deploy in the 
United States to secure and optimize such incentives. 

The Partners 

Economic development incentives in the United States are typically delivered through the 
creation of public -private partnerships that create bilateral or multilateral legal 
relationships between the recipient business and other prospective stakeholders. Wh ile the 
U.S. federal government offers some business incentives, incentives are most prominently 
managed by state -level government agencies, local -level jurisdictions, and the providers of 
utility services (together referred to as economic development orga nizations, or EDOs). 
EDOs seek to attract and retain businesses within their jurisdictions. Typically, but not 
always, EDOs will collaborate to create a comprehensive incentives package to deliver a 
solution best fit for the prospective company. 

State Gov ernments 

State governments are a common partner for business incentives, as state legislators 
frequently adapt existing programs to implement policies and programs that support 
economic development within their borders. State incentives programs are typica lly in the 
form of tax incentives, discretionary cash grants, and financing assistance. 

Local Governments 

Counties and municipalities have varying authority and discretion across the United States 
when it comes to incentives. Because these jurisdictions ar e the ones most directly 
impacted by job creation and capital investment, the incentives offered at the county and 
municipality level typically leverage the ability to offer consumption tax exemptions, 
property tax abatements, tax increment financing, and job training funding. 
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As a key resource for economic development in their area of jurisdiction, utility providers 
are increasingly deploying incentives to support growth and retention, particularly for 
industrial, logistics, and data cen ter projects. These programs, as discussed later in the 
chapter, are likely delivered through direct infrastructure assistance, rebates on energy 
efficiency, renewable energy, and sustainability investments, as well as reduced power 
rates for certain users . 

Federal Government 

The federal government can provide support for businesses through funding and financing 
support, which is typically delivered in conjunction with incentives offered by a state, 
county, or local jurisdiction. These programs range from f inancing for small businesses, 
grants for infrastructure and economic development purposes, and workforce training and 
targeted employment programs, among others. 

Types of Economic Development Incentives 

It can be overwhelming for a business to consider al l potential opportunities for economic 
development incentives in the United States. Although not intended to be an exhaustive 
directory of every incentive option, this section provides a summary of the most common 
types of incentives that may be available for businesses. As companies work with the 
respective EDOs, the organizations will propose a tailored incentive s package based on 
discussion and negotiation with the company tied to the specific nature of the proposed 
project . These proposals are developed and designed by EDOs to optimize an incentives 
solution for the business. The ultimate mission for incentives is to deliver the right support 
for a company to have the confidence and business case to make an investment. 

Corporate Income Tax Incentives 

Each state and local government approaches corporate income taxes in its own way (for 
more information on taxes in the United States, see SelectUSA Investor Guide , Chapter 4: 
Taxes), and accordingly, many states and communities may also provide credits, rebates, 
and refunds of the effective taxes that a company may owe. These types of corporate 
income tax incentives are often tied to a commitment by the company to c reate a certain 
number of jobs and/or make a significant capital investment. 

When assessing a corporate income tax incentive, critical factors to evaluate include the tax 
liabilities created by the project and the company’s operation in that particular ta xing 
jurisdiction, the time period of the incentive, whether the tax credit can be carried forward, 
and whether the incentive is refundable. On the latter, when a tax credit is considered 
refundable, the company will be able to capture the value of the inc entive regardless of 
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and the business only has $50 in tax liability, the remaining $50 will be provided in another 
form, which is typically in cash. If the progr am is non -refundable, in contrast, the business 
would need to have $100 of effective tax liabilities in order to capture the full incentive 
value. 

Consumption Tax Incentives 

Throughout the United States, government entities often levy varying consumption t axes, 
commonly referred to as a sales and use tax. Depending on the state and local community, 
these taxes can differ significantly – not only on the tax rate, but also with respect to the 
types of goods and services that are taxed. 

To recruit businesses and drive investment, economic developers may leverage 
exemptions of these taxes through incentives. It is therefore vital for businesses to 
understand the specifics of their investments, particularly equipment, to effectively 
evaluate the opportunity. Som e states may also provide exemptions for certain 
expenditures, such as industrial machinery. Businesses should understand which goods 
and services are taxable in the respective jurisdiction, the timing of the investments, 
depreciation schedules, and filing requirements, among other considerations in order to 
effectively evaluate the true value of these types of incentives. 

Workforce Tax Incentives 

Many state and local governments levy taxes on employment, primarily through payroll 
taxes. In those jurisdicti ons, EDOs may be able to offer incentives that would reduce and/or 
eliminate this tax burden on businesses. These programs can also be delivered as a post -
performance incentive , whereby the respective tax jurisdiction provide s a refund of the 
payroll taxes paid by the business as long as the company has met agreed -upon project 
commitments . 

Grants 

Businesses may be awarded grants for economic development projects in many 
jurisdictions. Grants come in many different forms and fro m a variety of entities, including 
the federal government, state agencies, local communities, and other regional economic 
development stakeholders. 

Historically, grants would often come at the outset of a project to drive the investment 
forward. Today, th ese programs have transitioned to the post -performance model to 
reduce the upfront cost to the taxpayer. A post -performance grant also poses less of a risk 
to the business concerning “clawbacks” (repayment) if the project does not fully develop as 
committe d. 
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Investing in critical infrastructure is a vital aspect of successful economic development 
strategy. EDOs often have tools to encourage infrastructure buildout, such as support for 
site work, water and wastewater, transportation, electrici ty, and broadband. 

To support a project, economic developers may be able to leverage resources and funding 
from federal and state government sources, such as Community Development Block 
Grants and the Economic Development Administration (EDA). While these programs often 
do not provide direct financial support for the business, this indirect funding may be used 
to support and assure the availability of the vital infrastructure needed for a project, as well 
as for future development. 

Utility and Energy Incen tives 

To help drive investment into their respective 
jurisdictions, many electric, gas, and other 
utility companies have established their own 
internal economic development programs. 
Utilities commonly partner directly with 
businesses and state - and local -level EDOs to 
provide assistance for investment projects. 
The tools and resources used to do so may 
include electric and gas infrastructure 
support, such as transmission and extensions, 
as well as industry rate riders. Rate riders are incentives which provide a reduced power 
rate for economic development projects, delivering extensive cost savings over the near 
and long term. 

Many government agencies and utilities also leverage programs to support green and 
sustainable investments. These programs may include reba tes for investments in energy 
efficiency, such as lighting upgrades, and incentives for the deployment of renewable 
energy technologies. 

Lending and Finance 

Adequate and qualified financing is crucial for businesses investing in the United States, 
especial ly during initial market entry. Through federal, state, and local EDOs, businesses 
may be able to access zero -to-low interest loan financing for certain projects. 

The lending support can be leveraged by small and mid -size businesses, as well as by large 
companies. In this context, it is always critical for businesses to evaluate the opportunity 
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commitments can vary depending on the location, project scope, and financial need. 

Job Training 

Job training incentives are designed to benefit both the community and the investing 
business. Not only does the business receive vital financial resources and technical support 
for training its employees, but the community is also able to develo p its workforce by 
introducing and deploying new skills. 

These workforce development programs are typically designed to either reimburse 
businesses for eligible training activities or to channel such training through a local 
academic institution. Companie s will need to develop a training strategy and evaluate how 
the business can capture support for their specific skill requirements. As with all incentives, 
tracking the training activities and relevant expenditures is critical to capture 
reimbursements. 

Complex Incentives 

From the federal government to municipalities, there are additional incentive opportunities 
that can be leveraged by businesses to support development and financing. Referred to as 
complex incentives, these programs typically require addit ional due diligence and legal 
structuring to be effectively utilized. 

Examples of these incentives include Opportunity Zones and New Markets Tax Credits, 
which may be leveraged in certain qualifying federally -designated census tracts that have 
been targete d for economic development. Investors in these respective zones can capture 
significant federal tax savings for eligible projects. Businesses can either directly participate 
in the investment or work with the existing investors in the zone to lower the cos t of 
development and secure critical project financing. 

Another complex incentive used for economic development purposes, commonly found at 
the municipal level, is tax increment financing (TIF). This development tool leverages 
anticipated future property t ax revenues to support the financing of a project. Depending 
upon the location, these monies can be deployed in a variety of ways for project assistance, 
including financing, site, and infrastructure support, and even workforce development 
training. 

Proces s to Secure Incentives 

With such a wide range of possible business incentives, a company must take a strategic 
approach to economic development incentives in order to ensure project success and 
reduce risk to the business. Part of that strategic approach r equires an understanding of 
the processes by which a business may secure such incentives and how that fits into the 
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(for additional resources, please reference SelectUSA Investor Guide , Chapter 1 0: Site 
Selection). 

The company will also need to conduct 
research and due diligence on the various 
incentives opportunities and risks presented 
in each jurisdiction. While this can commence 
through desktop research using resources 
such as databases available on SelectUSA’s 
website , a complete evaluation of the 
programs, rules, timing, and commitments 
will be required. Working closely with the 
respective parties , along with qualified service 

overall site selection. Below are the key steps and best practices of the dynamic economic 
development incentives process. 

Research and Mode l 

The first critical step to pursuing economic development incentives is to define the project 
scope and the key criteria for the ultimate location decision. Economic development 
incentives are just one element of site selection. In order to realistically compare potential 
economic development incentives, companies must evaluate locations based on a wide 
variety of factors in order to narrow down their potential project destinations to a short list 

providers , is vital throughout the process. One best practice is to develop a financial model 
to assess the true impact of the incentives, particularly as different project scenarios may 
be under consideration. 

Economic Development En gagement 

Once the project scope is defined and the location decision process narrows to a short list 
of communities, direct engagement with economic development officials is critical. 
Ensuring confidentiality is vital in this stage. To do so, the first ste p is to secure non -
disclosure agreements with the various stakeholders that will be involved in the 
conversation, which typically includes state, regional, local, and utility EDOs. Most EDOs will 
offer to provide these confidentiality agreements, but proce dures and coverage vary across 
the country. In many cases, the company, or a qualified service provider, may instead 
directly develop the respective confidentiality agreements. 

Information and Data Disclosure 

Ensuring confidentiality and protection of prop rietary information is critical in the 
economic development incentives process because there will be certain steps throughout 
the process that will require the company to disclose information related to its business 
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created by the project, anticipated wages and benefits, the amount and nature of capital 
investments, and anticipated tax generation, among others. When data is requested, 
companies should be sure to work cl osely with advisors and economic development 
partners to understand exactly what might be required. 

Negotiation 

Throughout the economic development incentives process, a company will have a series of 
direct discussions with its EDO partners. Negotiation is a critical element to ensure the 
programs are best fit for the business and the project, while also meeting the mission of 
the various economic development stakeholders. Based on the business’ requests and 
available economic development programs, the invo lved EDOs will generally make a formal 
offer combining multiple options and programs into an incentives package. Although all 
such EDOs are constrained by the laws and regulations governing their programs, there 
may be room for negotiating the value of the incentives to the business and tailoring them 
to best fit the unique requirements of the business and project over the near and long 
term. 

Legal Documentation 

Once an offer of economic development incentives has been made and accepted, a 
company will com plete the process by formalizing the agreement and the commitments 
set forth by all parties involved through legal documentation. It is vital to have proper legal 
representation to assess and complete the associated applications, contracts, and 
agreements to make certain the business understands the commitments set forth. 

Project Announcement 

When businesses create jobs and make significant investment commitments, political 
officials and economic development leaders are excited to tell the world. Coordinating with 
the various partners will be important to ensure the public announcement of the project is 
appropriate for the message and mission of the business. Not only can this be a great 
opportunity to discuss the exciting project, but this is also a valuable chance to begin the 
talent recruitment process. 

Incentive Compliance & Aftercare 

Once the project commences, the vital phase of compliance begins. In order to receive the 
economic development incentives, the business will have a prescribed set of reporting 
requirements for the various stakeholders to demonstrate and document project 
performance. In this context, it is absolutely critical to develop a strategy and identify 
resources to lead this phase because missteps (especially failure to meet technical 
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compromise the receipt of the incentives, even if commitments and milestones are met by 
the company. 

Important to Know! 

Incentives are a Partnership 

First and foremost, it is important to consider 
economic development incentives as a 
partnership between the business and the 
community. While vital to ensure the business 
meets their goals through this process, the 
community will have its own metrics and 
mission as well . Economic development 
officials should, therefore, be treated as allies 
and collaborators, not as adversaries. 

Develop an Aftercare Plan 

As previously mentioned, even after incentives have been secured, compliance and 
aftercare remain criti cal to assure the monies and benefits are ultimately received by the 
business. By developing a sound aftercare plan, businesses will find themselves in a strong 
position as the project commences. If those resources do not exist internally, including 
legal counsel to assess legal risks associated with non -compliance with incentive 
agreements, it is important for the company to find and engage a qualified service provider 
to provide support for this phase. 

Coordinate Messaging 

Ahead of any public announcemen ts, it is a best practice to always coordinate messaging 
with economic development partners. Being on the same page with a strong message 
about the project can drive more than just a news article, such as buzz for job recruitment 
and business development . 

Incentives Are Just One Factor 

When evaluating where in the United States to locate operations, there is a long list of core 
factors to assess. Economic development incentives are only one part of the larger decision 
process, which should also include labo r, logistics and supply chain, operating costs, and 
customer proximity, among others. 
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The economic development incentives process in the United States requires due diligence, 
financial modeling, paperwork, legal constructio n, and negotiations. Bringing in trusted and 
qualified service providers will help reduce the time cost and burden on the business, while 
providing a specialized knowledge base that may not be present within most companies. 

Conclusion 

Business incentives are designed to catalyze economic development in American 
communities by providing various forms of direct and indirect financial support to 
businesses. In return, the governments that provide such support expect that the 
businesses will reciprocate by cre ating jobs and making investments in infrastructure, 
facilities, and equipment that ultimately enhance the local economic climate. Consequently, 
these public -private partnerships create real opportunities and can provide substantial 
value for foreign busin esses that are entering or growing in the United States market. 

About HICKEY 

HICKEY is a global leader in site selection, credits and incentives advisory, labor analytics, 
and supply chain solutions with active projects in the Americas, Asia, Europe, Austr alia, and 
Africa. Utilizing state -of-the-art tools and proven methodologies, HICKEY leverages nearly 
40 years of experience to support its clients and provide the professional services needed 
to identify optimal locations anywhere in the world. 

By having a presence in key global markets, HICKEY ensures our services are always aligned 
with each unique local environment and provides our clients with an unparalleled level of 
support. HICKEY has offices strategically located across the country and around the gl obe. 
As the largest independent location strategy firm globally, HICKEY advises companies 
ranging from Fortune 500 to fast -growing startup businesses serving an expansive list of 
industry sectors. 

Disclaimer 

This chapter was prepared by David Hickey and Jason Hickey with HICKEY. Views expressed 
in this chapter are the authors ’ own, not that of the International Trade Administration. 
This chapter does not constitute legal advice. Readers interested in investing in the United 
States should consult legal counsel. 
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 This chapter will provide readers with an overview of certain country of origin -related 
requirements used in U.S. federal procurement, including the Buy American Act 
(BAA), Trade Agreements Act (TAA), the Infrastructure Investment and Jobs Act of 
2021 (Public Law 117-58), and the Berry Amendment. We will also discuss practical 

tips for companies looking to sell products or services to the United States federal 
government. 

Buy American Act 

The Buy American Act (or BAA), as implemented by the Federal Acquisition Regulations 
(FAR), incentivizes U.S. federal agencies to purchase goods that comply with the domestic 
preference requirements of the BAA. To accomplish this, the BAA deems ‘‘domestic end 
products’’ as compliant and ‘‘foreign end products’’ as noncompliant. It should be noted 
that neither the BAA nor the FAR prohibit the purchase of foreign end products (i.e., those 
items that do not comply with BAA). Instead, the government applies a p rice penalty to 
foreign end products. At the time of publication, the price penalty for foreign products 
range from 20% (large business offerees) to 50% for Department of Defense purchases. 
The reasoning behind this approach is that when the government is evaluating best and 
final offers, including any price penalties for foreign end products, domestic end products 
will most likely represent a lower cost to the government when compared to the foreign 
end products. This will lead to the procurement of more d omestically manufactured items. 

Manufactured Products 

In order for a manufactured product to qualify as compliant under the BAA, that is, to 
qualify as a ‘‘domestic end product’’: 

1. the item must be manufactured in the United States; and 
2. the cost of the item ’s components mined, produced, or manufactured in the United 

States must exceed 55% of the cost of all components (scheduled to increase to 60% 
in October 2022, 65% in January 2024, and 75% in January 2029). 

The term “manufactured” is not defined in the re gulations; however , the term has been 
interpreted broadly. For instance, the U.S. Government Accountability Office (GAO), which 
handles federal contracting disputes, has interpreted the term “manufactured” to refer to 
those operations which make the item s uitable for the government’s intended use and 
establishes its identity. The Civilian Board of Contract Appeals (CBCA) has further held that 
the scope of manufacturing operations required to meet the ‘‘manufactured in United 
States’’ standard is understood to require more than packaging, but less than a substantial 
transformation (i.e., processing that results in an article with a new name, character, and 
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use, as that term is used in U.S. Customs and Border Protection (CBP) country of origin 
determinations). 

On the other hand, the second prong of the BAA test requires that the cost of an item’s U.S. 
components exceed 55% of the cost of all components (scheduled to increase to 60% in 
October 2022, 65% in January 2024, and 75% in January 2029). When applying the BAA’s 
domestic content test for manufactured products, the cost of components is measured at 
the component level only and does not include subcomponent cost. 

For products that are predominantly made up of iron or steel, the cost of components test 
level is a much higher 95% (and, of course, the item must also be ‘‘manufactured in the 
United States”). 

Non -Manufactured Products 

Non -manufactured products, on the other hand, are not subject to the two -prong test 
above. Rather, a non -manufactured p roduct qualifies as a “domestic end product” if it is 
mined or produced in the United States. “Non -manufactured” items would include items 
such as raw materials that are mined in the United States and sold to the government in 
bulk, raw form, for example, this would include precious metals mined in the United States. 

The complexity of BAA compliance typically arises in the context of manufactured products 
and understanding whether both prongs of the BAA compliance test have been met . 

BAA Exceptions 

There a re numerous exceptions to the BAA, as well as the ability for contractors to seek 
waivers from the procuring agency. Arguably, the most common exception relates to the 
procurement of Commercially available Off -The-Shelf (COTS) items, as well as for 
commerc ial item Information Technology (IT) products. Additional exceptions exist, for 
instance, where BAA compliance is unavailable and where the government has determined 
that the BAA’s domestic preference is not in the public interest. 

‘Buy America’ Rules 

Companies selling to the federal government may also need to comply with ‘Buy America” 
rules, which are different than the BAA, and vary from agency to agency. These rules 
typically apply to large infrastructure or transportation projects funded by the U.S. 
Government. While these rules vary across agencies, the ‘Buy America’ domestic content 
requirements are often much higher than that of the BAA and there are few, if any, 
exceptions to the ‘Buy America’ requirements, including the COTS exception. Similar to t he 
BAA, however, is the requirement that goods be manufactured in the United States. 
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Therefore, contractors selling to the federal government may need to potentially comply 
with both BAA and ‘Buy America’ rules for a particular procurement. 

Trade Agreements Act 

Unlike the BAA’s domestic price preference regime, the TAA imposes a complete bar on the 
purchase of items that do not comply with the TAA. Specifically, the TAA limits government 
procurement to items which are either: (1) U.S. -origin; or (2 ) the origin of a TAA -eligible 
country. TAA eligible countries are those with whom the U.S. has signed either a 
multilateral or bilateral agreement, such as a Free Trade Agreement, or the World Trade 
Organization Government Procurement Agreement, or that h ave otherwise been 
designated as TAA eligible (i.e., Least Developed Countries and Caribbean Basin Countries). 
A full list of TAA countries can be found at: https://www.strtrade.com/services/import -
customs -compliance/government -procurement/taa -designated-countries/taa -designated -
countries . The TAA applies to government contracts valued above the TAA th reshold, which 
is currently $183,000 for a supply contract. In such cases, the BAA requirements are 
generally waived and the TAA requirements would apply. 

In order for an item to be TAA compliant, the item must comply with one of the following: 

1. the item mu st be wholly grown, produced, or manufactured in the United States or 
in a ‘‘Designated Country’’; or 

2. the item must be substantially transformed into a new and different article of 
commerce in the United States or in a ‘‘Designated Country.’’ 

A substantial transformation occurs when, as a result of further manufacturing or 
processing, the item’s various components (perhaps originating from one or more 
countries) lose their individual identity and are transformed into a finished article having a 
new name, ch aracter, and use. There are no bright line rules when it comes to substantial 
transformation and CBP reviews country of origin determinations on a case -by-case basis. 
That said, it is generally understood that to rise to the level of a substantial transfor mation, 
assembly operations must be complex and meaningful and cannot be mere final assembly 
or screwdriver -type assembly operations. In making such a determination, CBP will look to 
a myriad of factors to determine whether a substantial transformation has occurred, 
including the country of origin of components, the skill and training level required for those 
performing assembly operations, the cost of assembly, and the character and use of the 
finished product, among other relevant factors and consideratio ns. 

It is important to note that the U.S. Court of Appeals for the Federal Circuit in a 2020 
decision (Acetris Health, LLC v. United States) held that, in at least the pharmaceutical 
context, certain manufacturing operations which occur in the United State s – even though 
not rising to the level of a substantial transformation – did in fact satisfy the TAA’s 
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compliance standard. However, the scope and reach of this decision in the government 
contracts context remains unclear. 

Additionally, and unlike the BAA , the TAA expressly applies to both products and services 
(whereas the BAA expressly applies only to products). Thus, for the government to 
determine whether services provided are in fact TAA complaint, it will look to the 
contractor performing those servi ces and where that contractor is incorporated or 
headquartered. If the contractor is incorporated or has its principal place of business in the 
U.S. or in a TAA -eligible country, then those services will be complaint for TAA 
requirements. 

Infrastructure In vestment and Jobs Act (Public Law 117 -58) 

The domestic preference requirement in the 2021 Infrastructure Investment and Jobs Act 
closely tracks the two -pronged BAA test discussed above for manufactured products. 
However, the law makes clear that the govern ment must issue regulations on a wide range 
of BAA/domestic preference issues by the end of 2022. Critically, because these 
implementing regulations are still forthcoming, it is still unclear how important aspects of 
domestic preference contracting – such as the COTS item exception for manufactured 
products under the BAA – are to apply to infrastructure bill -funded federal projects. 

Berry Amendment 

The Berry Amendment applies to DoD contracts and requires that certain DoD purchases 
of food, clothing, certai n textiles (including fabrics, fibers, and yarns), hand or measuring 
tools, and specialty metals be entirely grown or produced in the United States. For the 
covered products, the Berry Amendment imposes, by far, the highest bar in terms of the 
other domest ic preference laws discussed above. The Berry Amendment is implemented 
through the Defense Federal Acquisition Regulation Supplement . 

Under the Berry Amendment, purchases of covered products must be “entirely grown, 
reprocessed, reused, or produced in the United States.” This means that unless an 
exception applies, the entire production process of a covered product from the growth or 
production of the raw material s to the manufacture of all components to final assembly, 
must be performed in the United States. For example, procurement of clothing under the 
Berry Amendment, requires that the clothing item must be sewn in the United States using 
fabric, thread, button s, and zippers made in the United States from raw materials of U.S. 
origin. Components that are not normally associated with clothing (such as electronic 
sensors) are not subject to the Berry Amendment domestic sourcing requirements. 
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Exceptions to the Berr y Requirements 

The Berry Amendment includes a variety of exceptions, which may apply to specific 
procurement contracts. For example, the Berry Amendment does not apply to: 

• Products that are unavailable from American manufacturers at satisfactory quality 
and in sufficient quantity at market prices as determined by DoD. If the contractor 
cannot locate a domestic source, a Domestic Non -Availability Determination, may be 
requested through the contracting officer; 

• Acquisitions of food (oth er than fish, shellfish, or seafood) that have been 
manufactured or processed in the United States, regardless of where the foods 
were grown or produced. Fish, shellfish, and seafood must be taken from the sea by 
U.S. flagged vessels or caught in U.S. waters and processed in the United States or 
on a U.S.-flagged ship.; 

• Acquisitions outside the United States in support of combat operations, contingency 
operations, or emergency acquisitions outside the United States; 

• Products containing noncompliant fibers, if the value of those fibers is not greater 
than 10% of the product’s total price and does not exceed the Simplified Acquisition 
Threshold (SAT); 

• Products are intended for resale at retail stores such as military commissaries or 
post exchanges; or 

• Products that are part of a low -value contract, defined as below the SAT ($250,000 
as of 2020). The SAT is considered for possible change in years evenly divisible by 
five (i.e., 2020, 2025, etc.). 

Finally, there may be instances where a product contains component s that are covered by 
the Berry Amendment and other items which are not. For example, if DoD is purchasing a 
wooden chair with a padded seat cushion, the fabric of the seat cushion is subject to the 
Berry Amendment, but the wood is not. In each case, the a pplication of the Berry 
Amendment is determined on a case -by-case basis by the contracting officer. 

Practical Tips for U.S. Procurement 

Contracting with the federal government can be complex, costly, and carry certain risks. 
However, understanding the rule s and regulations governing federal contracting will help 
to mitigate such risks. A few tips in this regard are: 

• Know Your Role: Prime contractors, that is, companies that contract directly with the 
federal government, assume greater compliance risk than t hose in the 
subcontractor, sub -tier subcontractor, or supplier position. As such, it may be worth 
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exploring opportunities to fulfill 
government contracts initially as a 
subcontractor, sub -tier 
subcontractor, or supplier rather 
than as prime contractor/dir ect 
awardee. 

• Know Your Exceptions: When selling 
COTS items to the government, there 
are often fewer compliance 
obligations that apply than when selling specially designed or customized products 
to the government. 

• Know Your Obligations: Companies should consider which related corporate entity 
or division will be the entity providing services and/or supplies to the federal 
government (either directly or indirectly). This is important because the corporate 
entity will be subject to certain compliance obligations and risks that could impact 
other parts of the entity’s operations. 

• Know Your Options: Communicate with the relevant contracting agency regarding 
any questions or concerns. Contracting officers are a great resource. Many 
contractors are surpri sed to learn how eager the procuring agency is to assist and 
help clarify certain issues that are unclear to the contractor. 

• Know Your Limits: If any issues are unclear or perhaps are legally sensitive, 
companies are encouraged to communicate with outside counsel, as early and 
proactive communication with counsel can provide clarity on legal issues and 
mitigate risk. 

About ST&R 

Since 1977, Sandler, Travis & Rosenberg, P.A. (ST&R) has set the standard for international 
trade lawyers and consultants, provid ing comprehensive and effective services to clients 
worldwide, including strategic advice and counsel on issues at the intersection of 
government procurement and international trade. ST&R’s Government Procurement 
practice offers the following compliance -re lated services to its clients: 

• p rovid in g com pa ny-sp ecific tra in in g re ga rd in g BAA, TAA, a n d  oth e r  “Bu y Am e rica ”  
re q u ire m e n ts ;  

• re vie win g s tra te gic p rod u ct se ts /SKUs to d e te rm in e  BAA/TAA e ligib ility a n d 
com p lia n ce ; 
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• p re p a ring a n d su bm ittin g cou n try of origin d e term in ation ru lings to CBP for sp e cific 
p rod u cts /SKUs to d e te rm in e  wh e th e r a  su b s ta n tia l tra n sform a tion  occu rre d  in  a  
TAA-d e s ign ate d cou n try, a n d th e refore , wh eth er  th e  p rod uct is  TAA com p lia n t; a n d  

• re vie win g con tra ct te rm s  a n d  con d ition s  re la te d  to sp e cific p rod u ct or  se rvice 
offe rin gs  to d e te rm in e  BAA/TAA/Bu y Am e rica  a p p lica b ility. 

You  ca n  le a rn  m ore  a b out ST&R’s  Gove rnm e nt Procu re m en t p ra ctice  a n d th e  va riou s  oth e r  
ST&R se rvice  offe rin gs  b y vis itin g ST&R’s  Gove rn m e n t Procu re m e n t we b p a ge  a t  
h ttp s ://www.str tra de .com /se rvice s/im port-cus tom s-com p lian ce /gove rn me n t-procure me nt. 

Disclaimer 

Th is  ch a p ter  wa s p re pa re d  b y ST&R. Vie ws  e xpre sse d in  this ch a pte r  a re  th e  a u th ors ’ own . 
Th is  ch a p ter  d oe s n ot con s titu te le gal a dvice . Rea d e rs  in te re s tin g in  con d u ctin g b u s in e ss  
with  th e  Un ite d  Sta te s  Fe d e ra l Gove rn m e n t sh ou ld  con su lt th e ir  le ga l, a ccou n tin g, a n d  
oth e r  a p p lica b le  a d visors .  
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Federal Procurement : 
The Basics of Entering Federal Contracting 

in the United States 

Kevin Swatt , CPA 
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 Providing services to the federal government is no ordinary business. While the 
industry can be both rewarding and profitable, it does carry additional compliance 
requirements which should all be considered as part of the procurement process. 

Throughout this chapter, we’ll explore topics that should be top of mind for organizations 
that are looking to enter the federal space. 

Basics of Entering United States Federal Contracting 

Overview of Federal Contracting 

The decision to begin conducting business in the federal space is one that involves careful 
planning and consideration. Both the procurement process and operation of contracts and 
grants bring with them a set of compliance requirements necessary to both bid on, and to 
execute the work, within the federal space. Prospective contractors will have t o register 
their business in order to become available to win federal work and will be required to 
maintain compliance requirements through a company’s lifecycle of providing goods and 
services to the federal government. This differs from the commercial sp ace where there is 
typically more flexibility in the negotiation of contracts, pursuit of work, and decisions 
regarding internal accounting, operations, and other business systems. 

Before wading into the waters of working with the federal government, prosp ective 
contractors should be aware of the key decision makers and their role in both the 
procurement process and ongoing monitoring of contract and grant performance. Below 
are several key roles with which contractors should become familiar, along with the ir often -
used abbreviations: 

• Contracting Officer (CO) : This person has the authority to bind the U.S. federal 
government to a contract with another entity. 

• Contracting Officer’s Technical Representative (COTR) : These individuals have 
experience in a techni cal area and provide assistance and recommendations to the 
contracting officer regarding technical matters and performance of a contract 
against the technical requirements as outlined in the contract document. 

• Administrative Contracting Officer (ACO) : This person has the responsibility of 
administration over a government contract and is assigned this authority from the 
contracting officer. 

Registration as a Contractor 

Unlike opportunities in the commercial sector, bidding and performing work on a federal 
contract requires an entity to formally register with the federal government. There are 
several steps a prospective international contractor must take in this process in order to 
complete these registrations: 
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• Obtain a NATO Commercial and Government Entity ( NCAGE) code. This is a code 
that uniquely identifies a foreign owned company with the NCAGE system and is 
required for firms to complete their registration in the System for Award 
Management (SAM), which we’ll discuss below. To obtain this code a company m ust 
register with the NATO Support and Procurement Agency, which can be completed 
using the NATO Codification Tool website 
(https://eportal.nspa.nato.int/ac135public/ ). 

• After obtaining the NCAGE code, a company must next obtain a DUNS number, 
wh ich  ca n  b e  com p le te d  on lin e  (http://fedgov.dnb.com/webform ). Up on  
com p le tion  of th e  re gis tra tion  a  com p a n y will re ce ive  th e ir  DUNS cod e , wh ich  ca n  
th e n  b e  u se d  for  re gis tra tion  with  SAM.gov.  

• Re gis tra tion  on  SAM.gov ― All com p a nies , for e ign  a nd  d om e stic, th a t a r e in tere s te d 

in  con tra cting with  th e Un ited  State s  Fe de ral Gove rnm e nt m u s t re gis ter  on  SAM.gov. 
En titie s  will n ee d  to cre ate  a n  a ccou nt, a n d th e n com p lete  th e s te p s for  re gis tra tion .  
Th e re  is  a  d e ta ile d list of th e  s te ps  th at m u s t b e ta ke n  to re gis ter  on  SAM.gov  in  th e  
a tta ch e d  link, wh ich  p rovid es  s te p-b y-s tep  ins tru ctions  for  a n  e ntity to com p le te  th e  
re gis tra tion  (Quick_Guide_for_Grants_Registrations.pdf (usda.gov) ). 

What the Government Looks for in a Contractor, and Where to 
Find Opportunities 

In  lookin g a t p ote n tia l con tractors, th e  fe d era l gove rnm e nt looks  for  a  p a rticular  se t of skills 
a n d /or p rod u cts to fill a n e ed  th a t is  e ith e r  n ot cu rre n tly a d d re sse d  a m on gs t th e  fe d e ra l  
workforce  or  n e e d e d  to e n h a n ce  th e  workforce  a n d  to m e e t th e  goa l of a  p a rticu la r  
a ge n cy’s  m iss ion . This ca n  ra n ge  a cross  a  va rie ty of is su e s  a n d  ch a lle n ge s , from  p roce ss  
m a n a ge m e n t, inform ation  te ch nology p roce ss  im prove m en t a nd  softwa re  d e ve lop m en t, to 
m a n u fa ctu re  of n e w a n d  in n ova tive  p rod u cts  e n h a n cin g th e  a b ility of th e  fe d e ra l  
gove rn m e n t  to  m e e t  th e  m ission  of its  re sp e ctive  a ge n cie s . Con n e ctin g th e  skill se ts  a n d  
p rod u cts to p a rticula r con tractin g op p ortunitie s req u ire s  th e  con tra ctor  to ge t to kn ow its 
e n d  cu s tom e r, in  th is  case  th e fe d era l a ge ncie s with wh ich  it is  lookin g to con d u ct b u sine ss.  
Ma n y of th e  a ge n cie s  with in  th e fe d era l gove rnm e nt h a ve “in dus try d a ys” th a t a re  d e sign ed  
to fa cilita te  in trod u ction s , com m u n ica te  a ge n cy n e e d s , a n d  id e n tify u p com in g con tra ct  
op p ortu n ities  wh ich con tra ctors  ca n p a rticipa te  in .  Prior  to th e  COVID-19 p a n d e m ic th e se  
we re  con d u cte d in p e rson . At th e tim e  of th is writing som e  ind us try d a ys a re  con d u cte d  in  
a  h yb rid  e n viron m e n t, com b in in g b oth  in  p e rson  a n d  vir tu a l e ve n ts .  

Prosp e ctive  con tractors ca n a lso ch oose to u tilize  a  n um be r of p rocure me n t d a ta ba se s a nd  
se rvice s  th a t a re  sp ecific to fe d e ra l contractin g to  id e n tify u p com in g  op p ortu n itie s .  Th e se  
ra n ge  from  gove rn m en t we bs ite s (i.e ., u sa .gov a n d  sba .gov), to su b scrip tion  d a ta b ases  with 
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increased functionality to identify opportuni ties that may be relevant to the particular 
contractor. 

Contract Types and Their Importance to Prospective Contractors 

Contractors should also be aware of the different contract types typically seen in the 
federal space. Each contract type brings additional challenges and compliance 
requirements to successfully navigate working with federal government agencies. Below 
we identify different contract types that contractors can expect to encounter as they begin 
to pursue federal work: 

• Fixed Price: Contracts of this type are fixed at the time of award. Outside of change 
orders processed during the contract, the pricing does not change during the 
performance of the project, regardless of the cost incurred by the contractor. 

• Time and Materials: Contracts o f this type are structured whereby the contractor 
charges for its labor hours incurred times an agreed upon rate by labor category. 
Some time and materials contracts also allow for a burden of general and 
administrative to be added to the cost of materials in billing to the government end 
user. 

• Cost -reimbursable: This contract type can go by several names (cost -plus fixed fee, 
cost-plus award fee, cost -plus incentive fee). Contractors are reimbursed the costs 
they incur plus a burden of indirect cost rate ( comprised of fringe, overhead and 
general and administrative (G&A) expenses) the costs incurred, plus fee (profit). 

Each of the contract types provide additional risks and compliance requirements that 
contractors should consider when determining whether to pursue an opportunity: 

• Fixed Price: The greatest risk lies on the contractor with fixed price contracts, and 
places reliance on a strong estimating process to safeguard a profitable result. 
Contracts of this type typically have the least amount of complia nce requirements 
for the contractor due to the fixed nature of the contract price. Contractors should 
still be aware that it is possible, though not required, during the procurement 
process that a contracting officer may request pricing support. 

• Time and M aterials: The primary risk for the contractor lies in its ability to bid out 
each of the labor rate categories that will be utilized on the contract. Inaccurate 
pricing could result in a contract that operates at a loss. When preparing bids for 
this contra ct type, contractors should make full use of the data within the 
accounting system, compensation studies, and other relevant information to 
recover the labor cost plus a profit. Contractors should also note that some time 
and materials contracts allow the contractor to charge a percentage of G&A costs. 
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When this occurs, the contract then takes on a component of cost -reimbursable 
contracts, which we will explore further below. 

• Cost -reimbursable: This contract type bears the greatest risk to the government, 
and therefore carries the most compliance requirements for the contractor. 
Prospective contractors will need to ensure they have an adequate accounting 
system that can accumulate and segregate costs by cost type and contract, and also 
calculate indirect rat es on a timely basis. Performance on cost -reimbursable 
contracts also carries an annual reporting requirement for an incurred cost 
submission, which is due six months after the company’s fiscal year -end. This is a 
significant reporting package that provide s the government with the company’s 
accounting data for the year, cost allocations, indirect rate calculations, and costs 
incurred per contract, among other additional information. Contractors should be 
careful to evaluate the cost/benefit of entering into cost-reimbursable contracts due 
to the additional compliance burden placed upon the company. 

As we’ve discussed throughout this chapter, 
doing business with the government requires 
companies to meet certain compliance 
requirements, and those requirements can 
differ depending on contract type and agency 
with which the company is looking to engage. 
Depending on the size, complexity, and 
technical requirements of a contract offering, 
a company may find they need to comply with 
certain business systems. We ad dress the 
significant systems here: 

• Accounting System: This is the most common compliance requirement amongst 
government contracti ng. A company must have an approved accounting system 
before it can be awarded and perform work on a cost reimbursable contrac t. The 
Defense Contract Audit Agency (DCAA) typically performs these assessments, 
although independent CPA firms are often allowed to provide as well, should the 
contract opportunity allow for it. Prospective contractors will be responsible for 
establishin g and maintaining an acceptable system design for accumulating costs 
under federal contracts. Key requirements of an acceptable system are listed in the 
form SF 1408, and they include the segregation of direct, indirect, and unallowable 
costs, a timekeepin g system with job codes and an approval flow, and an accounting 
close cycle that occurs at least monthly. 

• Estimating System : This is the contractor’s system, including policies and 
procedures, for estimating and budgeting for purposes of preparing cost est imates 

142 



  
 

 

 

 

  

 

  
 

 

 

 

to bid on government contracts. While most companies have informal policies and 
procedures as part of their procurement process, the estimating system formalizes 
these procedures. In order for a contractor’s estimating system to be approved, it 
must meet all the requirements as set forth by the government and will need to be 
audited by DCAA or an independent CPA firm. Due to the timing of preparing the 
system, maintaining the system, and obtaining the compliance, small to mid -sized 
contractors may no t all have this system in place. 

• Purchasing System: This is a formal system that a company has in place that 
addresses a company’s own procurement process for materials, subcontractors, 
and other costs. The requirement for an approved purchasing system is typically for 
larger contract offerings and calls for significant compliance requirements. Unless 
specifically required by a contract, small to mid -sized companies typically do not 
have an approved purchasing system in place due to the costs for both initi al and 
ongoing compliance. 

There are additional business systems that can be required for a prospective contractor, 
including material management, property management, and earned value management; 
however , the systems that we have noted above are the three most commonly utilized by 
small to mid -sized government contractors. 

Closing Considerations 

Prior to entering the government contracting space, contractors should evaluate the 
applicable compliance requirements, competitive environment, and specific requirements 
by agency. Upon making the decision to enter 
the space, contractors should be careful to 
read the request for proposal document early 
in the procurement process for any and all 
compliance requirements to be considered for 
award, inclu ding the compliance requirements 
we have listed above. Some components of 
the RFP can require a significant time 
investment and will require proper planning in 
order to meeting these requirements in 
preparing a successful award. 

About CLA (CliftonLarsonAll en LLP) 

CLA exists to create opportunities for our clients, our people, and our communities through 
industry -focused wealth advisory, outsourcing, audit, tax, and consulting services. Our 
broad professional services allow us to serve clients more completel y — from startup to 
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succession and beyond. Our professionals are immersed in the industries they serve and 
have deep knowledge of their operating and regulatory environments. With more than 
7,500 people, 121 U.S. locations, and a global vision, we bring a wide array of approaches 
to help clients in all markets, foreign and domestic. 

Disclaimer s 

This chapter was prepared by Kevin Swatt with CLA. Views expressed in this chapter are the 
author’s own. This chapter does not constitute legal advice. Readers inter esting in 
conducting business with the United States Federal Government should consult their legal, 
accounting, and other applicable advisors. 

The information contained herein is general in nature and is not intended, and should not be 
construed, as legal, accounting, investment, or tax advice or opinion provided by 
CliftonLarsonAllen LLP (CliftonLarsonAllen) to the reader. For more information, visit 
CLAconnect.com. 

CLA exists to create opportunities for our clients, our people, and our communities through our 
industry -focused wealth advisory, outsourcing, audit, tax, and consulting services. Investment 
advisory services are offered through CliftonLarsonAllen Wealth Advisors, LLC, an SEC-registered 
investment advisor. 

144 

http://www.claconnect.com/


 
 

 

 
 

 

 

 

 

 

 

 
 

 

Understanding the U.S. 
Capital Market Structure 

for Capital Raising Success 
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 The capital markets in the United States are the world’s largest which makes them 
very attractive for both domestic and international companies that want to grow 
and expand. In addition to the public equity markets which represent approximately 

55 percent of a ll global public equity markets, the United States has the most developed 
private capital markets for companies that are not yet ready to go public or who do not 
want to go public. Since U.S. markets are so diverse, the range of capital providers is large 
and the competition for this capital is fierce. This chapter will describe some of the 
institutional players in the U.S. market as well as give some tips for effectively raising 
capital given the analytical nature of the U.S. institutional investment decis ion making 
process. 

Capital Provider Landscape in the United States 

Given the dynamism and complexity of U.S. capital markets, the range of potential 
investment opportunities for U.S. capital providers is broad. The public equity markets may 
be most well k nown and most liquid, but a U.S. capital provider can choose multiple 
investments from many well -developed regulatory, legal and market dynamic investment 
options. These options can include funds, direct company investments and structured 
products in a wid e range of sectors and products – each offering their own risk adjusted 
returns. Any company that successfully raises capital from U.S. capital providers needs to 
understand the various U.S. capital market players in order to best position their 
investment opportunity to compete with the other investment opportunities into which the 
capital provider can invest. 

U.S. capital providers usually invest into funds or companies (not both – although there are 
exceptions to the usual). Those that invest into funds provide the capital for the funds to 
invest into companies. 

Below is a general summary of the largest capital providers in the private markets – a 
market that has many participants. 
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Capital 
Provider Type 

Primary 
Investment 
Type 

Typical 
Investment 
Range 

Additional Comments 

Pensions Funds $10 to 500 
million 

Pensions will analyze their investment 
opportunities using portfolio construction 
analytics and seek to achieve a balanced 
portfolio of debt and equity fund investments 
that match their long-term liabilities and 
preference for lower risk. They have large 
investments in mutual and other public funds 
but also invest in many private equity fund 
strategies since they do not need short term 
liquidity and they would like to earn the 
expected re turn premium that comes from 
investing into private investments. Pensions are 
highly regulated and need to consider 
regulatory constraints when making 
investments. 

Endowments 
and 
Foundations 

Funds and 
increasingly 
active in co-
investments 
to improve 
returns 

$5 to $250 
million 

Endowments and Foundations analyze 
investment opportunities using portfolio 
analytics and seek to achieve the highest 
absolute returns across a wide range of 
economic scenarios. They are more flexible and 
more willing to take risks with smaller or more 
niche private investment strategies including 
hedge fund, special opportunity funds, private 
equity ,and venture capital funds since they tend 
to believe that these will generate the highest 
returns. Endowments and Foundatio ns are 
lightly regulated and have a high degree of 
flexibility in making investment decisions. 

Large Cap Large Cap $75 to 500 In the private markets, the definition of large 
Private Equity private million cap can vary as compared with the public 
Funds companies – 

sometimes 
taking public 
companies 
private 

markets where it is usually defined as those 
companies with market capitalizations of over 
$10 billion. These are the largest names in 
private equity and often use leverage to execute 
their strategy (somet imes called Leveraged 
Buyouts) of improving returns on large 
companies with reasonably sustainable and 
stable operations. Usually investments are 
restricted to those outlined to their investors in 
investment offering materials. 
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Capital 
Provider Type 

Primary 
Investment 
Type 

Typical 
Investment 
Range 

Additional Comments 

Mid Cap Mid -cap $5 to 100 In the public markets mid cap is defined as 
Private Equity companies million companies with market capitalizations of 
Fund s with 

sustainable 
operations 

between $2 and $10 billion. Mid cap companies 
are those who are in the middle of their growth 
phase and are attractive to investors since they 
have lower risk than small cap companies (their 
business model is defined and working) as well 
as higher expected returns than large cap 
companies since they are often growing market 
share or disrupting markets. U sually 
investments are restricted to those outlined to 
their investors in investment offering materials. 

Growth Small Cap, $5 to 50 These investment opportunities are usually 
Private Equity Fast Growing million defined as sitting at the intersection of private 
Funds or Platform 

opportunities 
equity and venture capital. Growth Private 
Equity Funds tend to focus on more traditional 
sectors where growth is due to fast revenue 
growth including through acquisition strategies 
rather than through market or produc t 
disruptions. Usually investments are restricted 
to those outlined to their investors in 
investment offering materials. 

Late -Stage VC 
Funds 

Venture 
capital 
backed 
companies 
that are pre -
IPO (Series C 
or later) 

$50 to 300 
million 

Late-Stage VC expects their investment to exit 
quickly – often through an IPO and is also known 
as Pre-IPO. Many investors like to invest into this 
stage since risk of failure if low and potential 
growth is still high. Average valuations in 2021 
were $114 million for Late -Stage VC 
companies.1 Usually investments are restricted 
to those outlined to their investors in 
investment offering materials. 

Early VC Venture Companies that have a defined business model 
Funds capital 

companies 
that have 
passed angel 
and seed 
stage 

and have a successful track record of generating 
revenue as well as prospects for continued 
growth. These investments are also known as 
Series A,B, or early series C. In 2021 average 
valuations were $46 million.1 Usually 
investments are restricted to those outlined to 
their investors in investment offering materials. 
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Capital 
Provider Type 

Primary 
Investment 
Type 

Typical 
Investment 
Range 

Additional Comments 

Angel or Seed Venture $1 to 5 More and more Angel/Seed investors are 
VC Funds capital 

companies 
who have a 
business 
plan and 
some 
revenues. 

million requiring revenue proof ( such as proof of ability 
to generate revenues) prior to making an 
investment which is reflected in the higher 
average 2021 valuations. In 2021, average 
valuatio ns for Angel companies was $6.3 million 
and  fo r Seed  com panies was $9.3 m illion .51  

Usually investm ents are rest ricted  to  those 
ou t lined  to  their investo rs in  investm ent  o ffering  
m aterials.  

Debt Finance 
Funds/Non -
Banks 

Com panies  
with  assets 
and  
revenues 
that  can 
support  deb t  
repaym ent 

$5 to  500 
m illion 

There are m any non-bank com panies includ ing  
funds that  p rovide p rivate cred it / loans to  p rivate  
com panies. The p rovided  deb t  is m ore flexib le  
than  bank deb t , usually the cred it  decision  is  
m ade m ore qu ickly, and  the o ffset  fo r these  
benefit s is that  o ften  the lend ing rate is h igher.  
These  o rgan izat ions usually p ride them selves on  
being ab le to  st ructu re deb t  when  the  
opportun ity is com plex.  

Crowd 
Funding 
Sources 

Startup  
Com panies  
which  appeal  
to  retail 
investo rs  

Up  to  $1 
m illion 
with in  a 12 
m onth  
period  (by  
regu lat ion)  

Crowd Funding allows US retail investo rs to  
invest  in to  start  up  opportun it ies that  are  
o ffered  by an  SEC registered  in term ediary 
(either a  b roker o r a dealer o f a  fund ing portal).  

Reg A+ 
Sources 

Sm aller 
com panies  
with  2 years 
o f aud ited  
financials 

Up  to  $50 
m illion  in  a 
12 m onth  
period  

The m ain  investo rs in  a Reg A+ offering are retail  
investo rs. Reg A+ offerings are considered  m in i-
IPO or IPO ligh t  o fferings since there is an  SEC 
regist rat ion  p rocess bu t  the p rocess is m ore  
st ream lined  than  a pub lic o ffering and  the  
com pany m ust  be based  in  the U.S. o r Canada  
(there can  be in ternat ional operat ions).  

Individual 
Family Offices 

A wide range 
o f po ten t ial  
investm ent 
opportun ities  
includ ing  
funds and  
com panies.  

$1 to  500 
m illion 

Ind ividual fam ily o ffices have the m ost  flexib ility 
in  term s  o f their investm ents since they are on ly  
lim ited  by the fam ily’s investm ent  p references 
and  are no t  regu lated . Often  fam ily o ffices have 
investm ent  staff who  act  as fiduciaries to  carry 
ou t  the fam ily investm ent  p rogram  and , as  
fiduciaries, they are usually lim ited  in  their 
investm ent  cho ices to  a defined  investm ent  
p rogram . 

51 Pitchbook/NVAC Venture Monitor Q4 2021 
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Capital 
Provider Type 

Primary 
Investment 
Type 

Typical 
Investment 
Range 

Additional Comments 

Wealth A wide range $1 to 500 Wealth advisory firms usually represent a 
Advisors of potential 

investment 
opportunitie s 
including 
funds and 
companies 
with an 
emphasis on 
funds as well 
as direct 
investing into 
public 
markets. 

million number (sometimes very high number) of 
wealthy families. Since Wealth Advisors have 
multi ple constituents with potentially conflicting 
risk profiles, Wealth Advisors are regulated and 
must disclose their investment programs to 
their clients and regulators. Different Wealth 
Advisory firms focus on different investment 
programs with a wide range of risk factors and 
compete for wealth clients with their investment 
programs. Since Wealth Advisors need to focus 
on servicing their clients and providing a range 
of services, they often invest into funds to 
outsource the investment choice aspect of thei r 
job. Many Wealth Advisors put together specific 
public market trading strategies for their clients 
and trade public securities on behalf of their 
clients. 

A basic understanding of these potential capital providers allows the capital seeker to 
understand how to best position themselves for capital raising success. Effective positioning 
is an important fundamental aspect of capital raising success. 

Regulation 

Raising capital in the U.S. is a highly regulated activity and can only be undertaken if the 
capital seeker understands the type of capital that they are trying to raise as well as the 
corresponding regulations under which they will have to operate. Each type of capital raise 
has its own set of regulated actors as well as regulatory framework. The b elow gives a basic 
framework for understanding the regulations but every capital seeker that would like to 
raise capital in the U.S. must consult with appropriate U.S. legal counsel to obtain definitive 
legal and regulatory guidance for their particular ca pital raise. 

Bank Regulation: Banks provide loans to potential capital seekers and operate under 
many different regulatory regimes. These regulations include everything from the amount 
of capital that a bank must reserve for each loan it makes to fair lending practices that 
include anti -discrimination rules as well as anti -money laundering and suspicious activity 
reporting laws. 

Public capital markets regulation: Public markets are heavily regulated by the SEC and 
other regulators. Companies that are public companies are large organizations which are 
raising enough capital to offset the costs of the required regulatory compliance of being a 
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public company. The amount of regulation and compliance is high since public securities 
are sold to retail as wel l as institutional investors and the regulators/laws assume that the 
investors (since they include retail investors) are not sophisticated so the laws are 
organized to protect the unsophisticated investors from being the subject of fraud or other 
activitie s that would put them at an investment disadvantage. Therefore, the disclosure 
rules are extensive not only at the Initial Public Offering but also include extensive on -going 
requirements. 

Private capital markets regulation: Private capital market transactions are usually issued 
under SEC Regulation D (“Reg D”). Under U.S. regulation, securities must either be 
registered with the SEC (ie: public securities) or meet certain qualifications that exempt 
them from registration. Ge nerally speaking, 
securities offered under a Reg D exemption, 
do not have the same disclosure requirements 
that apply to a registered offering and are, 
therefore, limited to being offered to 
“Accredited Investors” or Qualified Purchasers” 
(ie: investors de emed to be sophisticated 
enough and to have enough capital that they 
are able to negotiate their own disclosure and 
other investment safeguards such as 
investment terms. 

Investment Company Act: The Investment Company Act of 1940 is an act of Congress that 
regulates the organization of investment companies and the activities in which they 
engage. It is the primary source of regulation for wealth advisors, mutual and closed end 
funds as well as impacts the operations of hedge funds, private equity funds and s ome 
holding companies. 

Crowd Funding/Reg A+: The JOBS Act in May 2016 enabled crowd funded offerings with 
the idea of enabling small and retail investors the opportunity to invest in new companies 
such that they would be able to enjoy some of the benefits of venture capital investing that 
had been limited to Accredited Investors or Qualified Purchasers (ie: sophisticated 
investors). The JOBS Act in 2015 also created Reg A+ offerings which is meant to provide 
retail investors access to smaller companies that are in a high growth phase so that 
investors who are usually prohibited from investing in private investment opportunities 
since they are issued under Reg D and limited to sophisticated investors would have access 
to them. 

Crypto/Digital Assets : Crypto or digital assets are the latest available investment 
opportunity and regulations are currently being formed. In general, the SEC would like 
Crypto or digital asset issuance which acts, feels , and seems like traditional equity or debt 
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securities to be regula ted like those securities. There is debate about crypto or digital asset 
issuance that could be considered a currency which is defined as having a “use case” that is 
not tied to passive appreciation in value. However, if the digital asset has a use case – there 
is some argument that it should be regulated by commodity regulators (CFTC). Since there 
are many open regulatory issues with regard to issuing digital assets in the U.S. and it is 
best to obtain strong legal advice in order to understand the latest regulatory framework 
as this is an evolving topic with a lot of regulatory attention. 

How to Ensure the Investment Proposition Matches Capital 
Provider Goals 

The most effective way for a capital seeker to successfully source capital is to understand 
the in vestment goals of their potential capital providers and to have a clearly articulated 
investment proposition that addresses the capital provider’s goals. 

Capital providers usually want to see a two -page intro and a summary presentation 
(“Presentation”) in order to assess the opportunity and fit prior to holding an introductory 
meeting or call that would be the first step in a full due diligence process. If the capital 
provider does not understand from the Presentation materials how the proposition fits 
the ir goals, they will not want to move forward with their investment process. 

The Presentation should provide the investor reasonably concrete information in order for 
them to understand how the investment opportunity might help them meet their 
investment ob jectives and provide them with an attractive risk adjusted return. However, 
the Presentation is not intended to be an opportunity for the investor to learn about your 
company.” 

Your investment opportunity or company is the vehicle through which an 
inves tor meets their investment goals and risk adjusted return 

expectations. Your investment opportunity or company is not the direct 
purpose of the investment! 

The specifics about your investment opportunity or company are clearly important. 
Investors have specific areas of interest, expertise, investment guidelines or preferences 
and therefore want to know the details of your investment opportunity and company. 
However, an investors desire to know about your investment opportunity and company is 
to help them determine whether they think your particular opportunity meets their 
investment goals and risk adjusted return objectives. 

Investors are comparing your opp ortunity to others to which they have access. Gaining 
access to capital is a competitive endeavor - your investment proposition will be compared 
with many others (some that will seem similar to yours and some that will seem different) 
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and your ability to m eet the investor’s goals/return requirements needs to be strong 
enough to stand out from the pack. 

Presentation Best Practices 

The Presentation is your opportunity to present yourself in your best possible light and as 
you want to be seen. Just as first im pressions are made when you first meet someone, your 
presentation materials make a first impression and investors will draw conclusions from 
them. An investor’s impressions are an important part of their decision -making process.  

The Presentation is also your opportunity to leave behind the specific information that you 
want the investor to remember. If you rely on the investor taking notes during your 
presentation, then it is impossible to know what information they have retained. 

It is usually best to actually use the Presentation during your meetings. You have spent 
time and effort organizing your thoughts around the investment opportunity while 
preparing the Presentation and it should represent all of your important investment 
considerations. In addit ion, by using the presentation during your meeting, you will be 
reinforcing to the investor which information you think is important and where the investor 
can find it later should they want to use it in for an internal write -up or conversation. 

Some best practice considerations for a Presentation (see Appendix for more detailed 
descriptions) include: 

• De sign  a n d  Form a ttin g  
• Vis ion  a n d  Pa th  to Exe cu ta b le  Re tu rn s  
• Con cre te  a n d  Su p p orta b le  In form a tion  
• De live ry a n d  Me e tin g Dyn a m ics  
• Re gu la tory a n d  Le ga l  Sta n d a rd s  

Shorter is best but there is no “right” number of pages 
Be  a s  sh ort a s  p oss ib le  (on e  to two p a ge s  p e r  top ic) wh ile  s till con ve yin g  

im p orta n t (i.e .: con cre te  su p p ortin g) in form a tion .  

Presentation Covered Topics 

Th e re  is  a  b a s ic form a t for m ost Pre sen tations wh ich  cove rs  th e  b re a d th  a n d  d e p th  of a n  
in ve s tor’s  in itia l in qu iry. Within th is re la tive ly  s ta n d a rd  fra m e work, e a ch  Pre se n ta tion  will  
h a ve  va ryin g d egree s  of e m p ha sis a n d  d e ta il d e p e n d in g u p on  circu m sta n ce s .  Th e re fore ,  
d iffe re n t s tru cture s a n d d iffe ren t s tage com p a nies  will u se  d iffere nt sp ecific inform a tion to 
cre a te  th e  in ve s tor  b rid ge . Th e se  a re a s  in clu d e :  

153 



 
 

 

   

 
  

  
 

   
 

  
 

  
 

  
 

  
  

  
   

 
 

  
 

   
  

 
 

  
 

 
 

   
    

  

   
  

Vision Value Proposition Who & What 

• Vision  Statem ent  /  
Sum m ary Sales Po in ts  

• Prob lem  /  Market  
Opportun ity  

• Solu t ion  /  Growth 
Opportun ity  

• Macro  Analysis /  Market  
Size 

• Com pet it ive Analysis / 
Advan tage 

• Investm ent  Opportun ity /  
Process /  At t ract ive  
Characterist ics /  Why Now? 

• Pipeline /  Case Stud ies 
/Tract ion  /  Sourcing  

• Concrete  Plan  /  Operat ions  
/  Risk Managem ent 

• Financials /  Im portan t  
Assum pt ions /  Track Record  

• Team  Biograph ies 
• Sum m ary Term s &  

Condit ions/  Curren t  Cap ital  
In fo  /  Use o f Funds  

• Appendix: Foo tno tes  
Financials, Retu rns, Data, etc.  

Presentation Results 

Th e  re su lt of a  we ll-cons tru cte d Pre se nta tion is th a t it p rovid e s  th e  in ve s tor  su p p orta b le ,  
va lu e -a d d in trod uctory in forma tion  a b out you r in ves tme n t op p ortu n ity, a  m e e tin g ou tlin e  
th a t is  e a sy to p re se n t a n d  th e  b a s is  for  con tin u e d  e n ga ge m e n t or  d u e  d ilige n ce .  

Th e  in te n d ed  ou tcom e is  for  th e  inve stor  to  e n te r  form al d u e  d ilige n ce  a n d  re q u e s t m ore  
in form a tion  from  its  Du e  Dilige n ce Ch e cklis t. 
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Appendix: Presentation Best Practices 

DESIGN & FORMATTING 
Look and Feel is Important to Success 

CONCRETE & SUPPORTABLE INFORMATION 
Provide Concrete Supported Data 

Keep slides simple and easy to read. 

Header of each slide should be active & easy to 
read. Understand pitch by just reading headers: 
Rather than “Problem ,” say: “Problem: Market 
Lacks XXX”. 

Say in a few words what can be said in a few 
words: Avoid Prepositions (“of”, “to”) . 

Keep pages interesting: Use graphics, cartoons, 
product pictures, tables, maps, testimonials, etc. 

Avoid long bullet -point lists. 

Ensure that all fonts (styles, sizes, etc.) are 
consistent for each information level. 

Decide on color scheme and use throughout. 
Too many colors make information hard to 
read. 

Final review that only looks at formatting to 
ensure all formatting is consistent. 

More concrete and tangible information gives 
investors greate r comfort. 
Rather than “$XXX million Pipeline ,” state the 
Pipeline. Example: 

$XX / (Code) Name / Stage (Any Evidence of 
commitments – Memorandum of 
Understanding , Draft Agreement, etc.) 

Most important part of financial information is 
the historical performance, track record and/or 
assumptions . 

Historical performance or track record provides 
the foundation for making future assumptions. 

Assumptions should be supported by external 
information: historical data / track record, 
agreements (MO U, Draft, Signed), market or 
peer analysis. 

Anybody can make a model – hard to make a 
model with supportive assumptions that are 
accepted by the capital provider. 

Convey financial and other data in charts, 
graphics, and tables whenever possible. 
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VISION 
Path to Executable Returns 

DELIVERY & MEETING DYNAMICS 
Spotlight On – One Hour to Convince 

Keep investment thesis and value add simple. Delivery m at ters: Be o rgan ized . (Use 
Presen tat ion).  

Ensure there is enough data to support thesis. 
Without data, a presentation becomes very Speak slowly: This conveys au thority and  is  
generic and does not provide enough tangible effect ive.  
information for an investor to have a 
meaningful opinion. Include : Quest ions: Start  m eet ing by asking quest ions. It  

• Market  analysis  sets the stage, so  you  know what  m igh t  be  
• Peer analysis im portan t  to  h igh ligh t  during p resen tat ion . It  
• Perform ance in form at ion  also  start s a  d ialogue.  
• Pipeline 
• Execu t ive b iograph ies  Encourage quest ions by leaving space  fo r  them .  

Also  check fo r quest ions during the  
Goal is to  keep  investo r engaged  and  to  agree p resen tat ion .  
to  m ore due d iligence. The goal is no t  to  
p rovide all in fo rm at ion  fo r an  investm ent  End  m eet ing with  quest ions so  that  next  steps  
decision .  and  curren t  im pressions are clear.  

Addit ional in fo rm at ion  will be p rovided  in  data  
room  and  Due Diligence Checklist .  

REGULATORY AND LEGAL STANDARDS 
Ensure that information adheres to regulatory and legal requirements 

About CLA Deer Isle Group 

Deer Isle Group (“Deer Isle”) with its subsidiaries, Deer Isle Capital, a registered 
broker/dealer, and Deer Isle Financial, is a differentiated investment bank that provides “as 
needed” financial/strategy and closing advisory as well as proprietary technology solutions 
that enables a capital seeker to complete a “direct issuance” to a curated subset of 10,000+ 
institutional investors. Our business is built upon providing investors and capital 
seekers/issuers the right tools in order to ensure a trans parent, smooth , and efficient 
capital solution. Our strength in these factors has helped drive our proven execution 
capabilities. 

Deer Isle’s successful track record includes having raised over $5 billion in private 
placement capital since our founding in 2007. 

Disclaimer 

This chapter was prepared by Dia nna Raedle from Deer Isle Group . Views expressed in this 
chapter are the authors’ own, not that of the International Trade Administration. This 
chapter does not constitute legal advice. Readers interested in investing in the United 
States should consult legal counsel. 
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The goal of this chapter is to guide small and medium -sized innovation -based foreign 
companies, including startups, interested in entering and scaling in the U.S. market 
by developing Research & Developm ent (R&D) activities with a local research 

university or a federal agency. Innovation -based means a company with a strong 
competitive advantage based on its technology, innovation, patents, and usually with long 
sales cycles; a good example is in the life sciences industry. 

This chapter is designed to illustrate how U.S. universities and federal laboratories can be 
partners to collaborate with and can provide launch pads to test the U.S. market before 
any market entry decision/investment. 

Establish R&D Partnerships with a U.S. University 

We define research organizations as universities and other research institutions “whose 
primary goal is to conduct fundamental research, industrial research, or experimental 
development and to disseminate t heir results by way of teaching, publication, or 
te ch n ology tra n sfe r”.52 Es ta blishin g a  re se arch p a rtn ership  with  e ithe r a  re se arch  u nivers ity  
or  a n oth e r re se a rch  ins titu tion , u sua lly a ssocia ted  with  a loca l u n ive rs ity, is  ve ry s im ila r  in 
th is  con te xt. Un ive rs itie s  te n d  to b e  la rge r  th a n  oth e r  re se a rch  in s titu tion s .  

Th e  U.S. is  th e  world  le a d e r in  re se a rch  
in s titu tion s , with  151 ou t of 1,002 re se a rch 
u n ive rs itie s glob ally, a ccording to th e 2021 QS 
World  Un ive rs ity Ra n kin g. 53 Th e ir  p op u la tion  
s ize s  va ry from  th ou sa n d s  to 70,000 or  m ore 
s tu d e n ts . With  in fra s tru ctu re  su ch  a s  
h osp ita ls , e q u ip m e n t, la b ora torie s , la n d , a n d  
m ore , U.S. re se a rch  u n ive rs itie s  a re  tra in in g  
grou n d s  for  in n ova tors  a n d  ta le n t th rou gh  
e d u ca tion al p rogra ms a n d te chn ology tra nsfer 

a ctivitie s th a t a re op e n  to fore ign  inve s tors . More ove r, m a n y US re se arch  u n ive rs itie s  h os t  
in cu b a tors  a n d  a cce le ra tor  p rogra m s, a s  we ll a s  Sm a ll Bu s in e ss  De ve lop m e n t Ce n te rs  
(SBDCs) th a t h e lp  coa le sce  a cce ss to m a rke t, in du stry s ta keh olde rs , m e n tors, a n d  cap ita l in 
a  sp e cific e cosys te m . Som e  u n ive rs itie s  e ve n  h a ve  d e d ica te d  soft-la n d in g p rogra m s to 
a ttra ct a n d  re ta in  fore ign  in n ova tors  a n d  com p a n ie s .  

52  http://www.innoviscop.com/en/definitions/research-organisation 

53  Source: https://www.topuniversities.com/university-rankings/world-university-rankings/2021 
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By nature, at the heart of their local ecosystems, universities offer a more neutral place for 
business developmen t and commercialization activities, therefore can be a great entry 
point to source first projects and clients . As a tech company, the right research 
organization can be a great launching pad to enter the U.S. market. 

Types of Partnerships 

There are multip le ways to collaborate with a university and research organization in 
general, from licensing one of its technologies also called “tech transfer”; contracting some 
of its faculty/researchers to do some specific research for you, called “sponsored research” 
or to endorse your solution as “Key Opinion Leaders”; to working on a specific project or 
grant where you both provide part of the technology and experts defined “co -
development” that could lead to shared IP; and to selling your product or service as a 
supplier. 

The first most natural way of working with a U.S. university to validate or enhance your 
technology, is first via a (1) Sponsored Research Agreement . The first step for such 
agreement is to identify an appropriate investigator which is the term used in U.S. 
academia for the primary researcher. Couple of ways are possible, the tech transfer office 
or head of the targeted department can assist you to fi nd the right scientist, professor, or 
faculty who will act as your “Principal Investigator” or PI for your research. 

Then, the second step is to propose a non -confidential conversation to gauge their interest 
and ability. If a good alignment is establishe d, the parties need to establish confidentiality, 
i.e., via a Non-Disclosure Agreement (NDA), to protect your Intellectual Property (IP) as well 
as the investigator’s. 

The third step is to develop a Statement of Work and establish a budget. The last step is to 
submit this work through the university’s normal grant, budget, and contract processes, 
i.e., via the office of the Vice President for Research, the Center for Innovation, etc. These 
contracts typically have an option to license the product of the r esearch if new inventions 
are developed. 

Second, Universities are often the source of mentors and consultants, typically (2) Key 
Opinion Leaders (KOLs), to guide the company's entry into the US market. These contracts 
are between the companies and the in dividuals and can be a simple Consulting 
Representation Agreement with an hourly fee; however, the university will insist that no 
intellectual property leak out via these agreements. 

On occasion universities have core facilities and laboratories, with uni que capabilities, 
services, and equipment, and can offer access to them via a simple (3) service agreement. 
Although quicker to deploy, these contracts preclude any “innovation” by the investigator 
as that activity would be performed under a Sponsored Rese arch Agreement. Some service 
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agreements can include soft landing programs, with training, office or laboratory space, 
and sometimes a temporary work authorization/immigration pathway. 

Universities also have portfolios of technologies available for (4) li censing that may fit with 
your company’s R&D and pipeline plans. Those are licensed from the technology transfer 
office via a well -established process, usually presented in detail on the university’s website.  

Lastly, the university has periodic (5) spino ut companies that may be developing 
technologies and find synergies with the foreign company's technology. Agreements here 
are principally between the two companies but may involve Sponsored Research backing 
the inventors’ laboratories. Certain universitie s have highly competitive equity -based 
accelerator programs for their spinouts, providing capital and infrastructure in exchange 
for equity in the venture. Over the years, some of those programs have opened to national 
and international entrepreneurs. Howe ver, it is always helpful to have a board member, 
partner, or mentor from the university you are applying to (examples are provided in the 
last section of this chapter). 

Do’s and Don’ts 

Regarding the “Don’ts”, first it is important to not confuse service contracts with sponsored 
research. With a few exceptions, universities are better used for invention and cooperation 
rather than service contracts. 

Secondly, relying only a consulting agreement is not recommended. While it is encouraged 
for the investigat ors to participate in this type of agreements, they are not a substitute for 
collaborative research. Note, under a consulting agreement, your technology will be 
protected as in any agreements created by the university, the inventor’s rights are included. 

Thirdly, it is important to keep in mind and plan that it is a lengthy process. It is a multi -step 
process, universities need to (1) make sure that the technology is not subject to export 
control, (2) evaluate the ownership of your company to ensure that i t is a suitable partner, 
(3) establish the scope of the confidentiality agreement, and then (4) develop and approve 
the statement of work, budget, and overall contract. 

Fourthly, it is preferable not to ask for a waiver of overhead also called “indirect r esearch 
costs” or “facilities and administrative costs”, as it was asked to the Universities by the U.S 
government to not waive or reduce these negotiated rates. Their range can vary greatly 
from 20% to over 100%. If your budget is limited, overhead costs could be a critical element 
to select the right research organization. 

Regarding the “Do’s”, it is important to reach out directly to universities in a first place to 
understand their processes and costs. Publications and patent searches are the greatest 
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ways to locate a good investigator. Moreover, university’s tech transfer offices are pleased 
to help in identifying faculty with expertise in your company's area of interest. 

Secondly, it is necessary to have a good intellectual property plan validated by U.S. experts 
as some aspects are unique to the United States. Universities, in general, follow the rule 
that ownership follows inventorship. Co -innovation is common and welcome in a university 
partnership, and your company will have exclusive rights via t he contract to license the 
technology. However, it is important to keep in mind that filing for protection of certain 
uses and designs pre -project could inadvertently disclose -without -claiming patentable 
subject matter. 

Thirdly, it is recommended to have a clear picture of your technology roadmap and needs 
to enter the U.S. market, from a regulatory perspective, e.g., technology needed to collect 
data for clinical trials, to a sales perspective, e.g., complementary products or services 
needed to answer all the needs of the end user. Those products and services are not 
always directly included in your solution but may be ancillary and needed for good U.S. 
market penetration. 

In relation to negotiation, by law, any 
Intellectual Property (IP) generated by the 
university's faculty must be compensated at fair 
market value. This is equally true of IP created 
as part of sponsored research projects. Be 
reassured, U.S. Universities do recognize that IP 
from sponsored research is likely dependent on 
the IP that is al ready controlled by your 
company, and thus will license the new created 
IP to you for reasonable terms. Universities 
have 5 general terms that can be negotiated for 
transferring their IPs: 

o Lice n se  a n d  ye a rly fe e s ;  
o 2) Roya lty con s id e ra tion  (b a se d  on  sa le s  or  in com e ); 
o 3) Mile s ton es  (m a y n ot a p ply b ut wou ld  for  n e w IP own e d  b y th e  u n ive rs ity). 

For e xa m p le , re gu la tory a pp rova l m ight b e  a  m ile s ton e  th a t wou ld  tr igge r a  
su cce ss  p a ym e n t;  

o 4) Su b lice n sing fe e. Th e com p a ny m a y lice nse th e  te chnology to a  th ird p a rty 
a n d  u n ive rs itie s  typ ica lly se e k to b e n e fit from  th is  tra n sa ction ; a n d  

o 5) Eq u ity. If th e  com p a n y h a s  little  liq u id ity, u n ive rs itie s  ca n  a cce p t som e  
e q u ity in s tea d of m on e y. Th is  la s t te rm  is  n ot typ ica l for  IP ge n e ra te d  from  
sp on sore d  re se a rch .  
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Last, regarding private versus public R&D funding, it is important to understand if y our 
potential research organization and its R&D activities are fully private or funded by local or 
federal governments. The latter can limit certain partnerships with foreign entities or 
certain types of agreements, especially around data and IP rights. 

Additional university programs and resources like SBDCs, accelerators, and soft -landing 
programs are also available service agreement or as free service to support the local 
ecosystem. The following section will describe them briefly, it is another, usually easier, way 
to engage with a research university. 

Other Univers ity  Program s and Resources  

Incubation and Hosting in a U.S. University 

 
 

 

 

  
 

   

 

 
    

 
 

   
 

 
   

 
       

  

 

 

 

 

 

       
      

  
   
  
  

 

   

U.S. Un ive rs itie s  h a ve  d e ve lop e d  p rogra m s th a t ca n  b e  op e n  to fore ign  s tu d e n ts ,  
e n tre p re n eu rs , or  com p a nie s. Those  p rogra m s  a re  d ive rse  a nd  ca n  b e  d ifficu lt to id e n tify,  
from  in n ova tion  ce nte rs with la bs  or  sp a ce s d e s igne d to h os t b ra ins torm ing se ss ion s 54, to 
co-workin g sp a ce s  with  sha re d  office  spa ce , to h igh ly com p etitive  e qu ity-b ase d a cce lerators 
p rovid in g fun ding in e xch an ge of e q u ity a n d  in fra s tru ctu re , a n d  to se le ctive  tu rn ke y soft-
la n d in g p rogra m  p rovid in g visa , tra in in g, a n d  p e rm a n e n t office  for  fe w ye a rs . Th ose  
p rogra m s ca n  b e  a n  e a s ie r  wa y to s ta r t workin g with  th e  u n ive rs ity of you r ch oice  a n d  
lowe r you r cos t of m a rke t e n try. Loca l Econ om ic De ve lop m e n t Orga n iza tion s  (EDOs), th e  
loca l b i-n ation al Cha m be rs of Com m e rce, e .g., th e  Fre nch Am e rican  cha m be r of com m e rce, 
a n d  th e  As ia n Am e rica n ch am be r of com m e rce , or  th e  loca l Sm a ll Bu s in e ss  De ve lop m e n t  
Ce n te r  (SBDC) of you r ta rge te d  a re a  ca n  id e n tify if a  p rogra m  is  a va ila b le  to you .  

Be low p le a se  fin d  a  sm a ll lis t of p rogra m s (n on -e xh a u s tive ):  

1. Te m p le  Un ive rs ity, Sm a ll  Bu s in e ss De ve lop m e n t  Ce n te r ,  Go  Glob a l  Acce le rator  
coord in a tin g th e  n a tion a l u n ive rs ity-b ase d Eu rop e a n  Ne twork  of  Re se a rch  a nd  
In n ova tion  Ce n te r  a n d  Hu b s  (ENRICH in  th e  USA)  

2. UC Be rke le y, Su ta rd ja  Ce n te r  En tre p re n e u rsh ip  a n d  Te ch n ology (SCET) 
3. Un ive rs ity of Te xa s  Au s tin , Glob a l In n ova tion  La b  (GIL) 
4. Ge orge  Ma son  Un ive rs ity, Ma son  En te rp rise  Ce n te r  Bu s in e ss  Ce n te r  (MECP) 

54  https://www.igi-global.com/dictionary/knowledge-in-science-and-technology-parks/91918 
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5. Purdue University, Burton D. Morgan Center for Entr epreneurship ( BMCE) 
6. UMass, Boston, Venture Development Center ( VDC) 
7. Georgia Tech Soft Landing programs at the Enterprise Innovation Institute ( EI2). 
8. Maryland Soft Landing Program 
9. Automation Alley (Oakland County, MI) 

Small Business Development Centers in Universities 55 

 
 

 

  
  
   
  
   

 

 

  
  

    
 
 

  
  

 
        

  

      
 

    
  

 

 
   

  

    

     
  

 

  

   

   

     
  

 

Th e  SBDCs a re  fu n de d in  p art b y th e Sm a ll Bu sine ss Ad m in is tra tion  ($129.5M in  2019), th e 
s ta te s , a n d  h os t orga niza tion s . Th e  950 ce nte rs , e m p loying +3,000 fu ll-time  cou nse lors ,  a re  
fou n d  in  u n iversitie s , colle ge s , s ta te  e con om ic d e ve lop m e n t a ge n cie s , a n d  p riva te  se ctor  
orga n iza tion s . 56. Th e ir  m iss ion  is  to h e lp  s ta r t a n d  grow sm a ll b u s in e sse s  via  d iffe re n t  
tra in in g a n d  se rvice s , in clu d in g n o cos t fa ce -to-fa ce  b u s in e ss  con su ltin g. Le ve ra gin g a  
u n ive rs ity b a sed  SBDC will give you  a n  e a s ie r  a cce ss  to its  fa cu lty a n d te ch tra nsfer  office . It  
will a lso p rovide  se rvice s  such a s  su pp ort for p rocure me n t, i.e ., se lling you r p rod ucts to th e 
u n ive rs ity a n d  loca l gove rn m e n ts , a n d  for  gra n t writin g, e .g., SBIR a n d  STTR. SBDCs a re  
orga n ize d  b y n etworks, u su a lly on  th e  Sta te le ve l.  Th e re fore , it will op e n  d oors  a cross  th e  
Sta te  you  ch ose  to la u n ch  you r U.S. a ctivitie s . 

To q u a lify for SBDC se rvices , you  ju s t n e e d  a  p h ys ica l a d d re ss  in  th e  Un ite d  Sta te s  a n d  a  
U.S. p h on e  n u m b e r, a s  we ll a s  to q u a lify a s  a  Sm a ll Bu s in e ss  (for  you r U.S. a ctivitie s )  
followin g  th e  s ta nda rd  d e fin e d  b y th e  Sm a ll Bu s in e ss  Ad m in is tra tion  (SBA)57. You  d o n ot 
n e e d  to h a ve  a  le ga l e n tity n or a  sp e cific visa .  

As  Re se a rch  is  h e a vily fu n d e d  b y th e  Fe d e ra l gove rn m e n t, m os t if th e  U.S. Re se a rch  
u n ive rs itie s  a re  colla bora tin g a n d  re ce ivin g fu n d in g from  th e  U.S. fe d e ra l a ge n cie s . As  a  
fore ign  com p a n y, you  ca n  a lso work d ire ctly with  th e m .  

How to Partner with U.S. Federa l  Agencies  

Na tion a l a ge ncie s su ch a s th e Na tion a l In s titu te s  of He a lth  (NIH) ca n  p rovid e  fu n d in g via  
gra n ts  a n d  calls  for  sm a ll b us in esse s 58, i.e ., th e  Sm all Bu s in e ss In n ova tion  Re se a rch  (SBIR)  

55  U.S. Small Business Administration, Strategic Plan, Fiscal Years 2022–2026 

56  SBDCGlobal.com 

57Size standard tool – direct link https://www.sba.gov/size-standards 

58 The definition of small business varies a lot in the United States, the revenue (ranging from $1 million to over $40 million), 
the employment (from 100 to over 1,500 employees) and the industry are considered – for more information : 
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a n d  Sm a ll Bu s ine ss Te chn ology Tra nsfe r  (STTR) p rogram s.59Howe ver, m os t of th e m  a re  for 
U.S. e n titie s  own ed  in m a jority b y U.S. citizen s or  p e rm a ne nt re side n ts . Fortun a te ly, a s  with  
a ca d e m ia , th e re  a re  d iffe re n t wa ys  to colla b ora te  with  U.S. fe d e ra l a ge n cie s .  

Benefits 

Th e  a d va n ta ge s of workin g with a  fe d era l a ge n cy is  a cce ss  to th e  th ou gh t le a d e rs  in  you r  
re se a rch  fie ld . Also, on e  of a ge n cie s ’ m a in  m a n d a te s  is  to e n su re  th a t th e  ta x d olla rs  
in ve s te d  in  R&D will se e  com m e rcia liza tion  to im p rove  th e  life  of a ll Am e rica n s in  th e  
Un ite d  Sta te s  a n d  a b roa d . Th e re fore , th e y h a ve  we ll e s ta b lish e d  a n d  tra n sp a re n t  
p roce sse s . Te rm s  a n d  cos ts  a re  th e  sa m e  for  a ll com p a n ie s , R&D colla b ora tion  with  a  
fe d e ra l la b  ca n  b e  tim e  a n d  b u d ge t sa vin gs  com p a re  to n e gotia tin g IP te rm s  with  a  U.S. 
u n ive rs ity with h igh e r ove rh ea d . Howe ve r, d e pe n din g on  th e  fe d e ra l a ge n cy, in ve s tiga tors  
m a y or  m a y n ot b e  a llowe d  to con su lt with  p riva te  com p a n ie s , e .g., a s  a  KOL or a s  
sh a re h old er .  De pe n d in g on  th e  a ge n cy a n d  th e  in ve s tiga tor  ch ose n , th e  m a in  d rive rs  to 
colla b ora te  with p riva te com p a nie s  m a y va ry from  scie n tific  d iscove rie s , p u b lica tion s , fa s t  
com m e rcia lization , a n d  a cce ss  to  u n iqu e  te ch nology or  n e w d a ta  own e d  b y th e  com p a n y.  
For  e xa m p le , th e  NIH h a s  m ore  fu n d a m e n ta l a n d  e a rly-p h a se  re se a rch  com p a re d  to th e 
De p a rtm e n t of De fe n se  (DoD) m ore  focu se d on  a p p lica tion s ,  th e re fore  colla b ora tin g  with  
th e ir  in ve s tigators  can  d iffer  grea tly. Th e a ge ncy’s  te ch  tran sfe r office  will b e  a b le  to  d ire ct  
you  to  p ote n tia l in ves tigators  e a ge r to  colla b ora te  with  p riva te  com p a n ie s . Th e y a re  you r  
m a in  e n try p oin t, th eir  conta ct in form a tion  a re e a s ily a cce ss ib le  on lin e  a nd  a re  com p iled  by  
th e  Fe d e ra l La b ora tory Con sortiu m  (FLC) for  Te ch n ology Tra n sfe r  p re se n te d  b e low,  
followe d  b y a n  e xa m p le  on  h ow to colla b ora te  with  th e  NIH  a s  a  fore ign  e n tity.  

Federal Laboratory Consortium for Technology Transfer (FLC) 

Th e  Fe d e ra l La b ora tory Con sortiu m  for  Te ch n ology Tra n sfe r  (FLC) is  th e  n a tion wid e  
n e twork of ove r 300 U.S. fe d e ra l la b ora torie s , a ge n cie s , a n d  re se a rch  ce n te rs . FLC  
p rom ote s , fa cilita te s , a n d  e d u ca te s  a b ou t th e  p roce ss  of te ch n ology tra n sfe r  i.e ., ta kin g  
te ch n ologie s  ou t of th e  fe d e ra l la b ora torie s  in to th e  m a rke tp la ce . FLC is  th e  on e -s top 
re sou rce  ce n ter  th at p rovide s you  with  the  tools  to id e n tify th e r igh t la b ora tory re sou rce s 
or  te ch n ology you  a re  lookin g for  in  a dd ition to b e s t p ra ctice  s tra te gie s , tra in in g, a n d ca se 
s tu d ie s .  60 FLC h a s  two m a in  tools  to id e n tify a n d  con n e ct with  th e  r igh t la b . Firs t th e ir  
FLCBusiness d a ta b a se  th at in clude s  (1) te chn ologie s a va ila b le for lice n s in g, (2) la b ora tory 

https://www.census.gov/library/stories/2021/01/what-is-a-small-
business.html#:~:text=It%20defines%20small%20business%20by,of%20%2416.5%20million%20or%20less.r 

59  For more information please visit www.sbir.gov/about 

60 Source: https://federallabs.org/ 
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facilities and equipment, (3) funding opportunities, and (4) special programs. Second, FLC 
Technology Locator personalized search assistance is a simple application form where 
you  ca n  p re se n t you r te ch nological re qu es t/prob le m s a n d th e  re su lts  you  a re lookin g for . 61 

Example of Collaboration with the NIH 62 

Th e  NIH is  th e  la rge s t b a s ic b iom e d ica l  
re se a rch  in s titu te  in  th e  world  - in ve s tin g 
a b ou t $41.7 63 b illion  a n n u a lly. It h a s 
m a n ifold  m issions  th at ra n ge s from  cre a tin g 
te ch n ologie s  th a t ca n  b e  d e ve lop e d  a n d  
com m e rcia lize d  to a ttra ctin g a d d ition a l 
re sou rce s  to ob ta in  a  re tu rn  on  th e  p u b lic  
in ve s tm e n t. NIH is  com p ose d  of 27 In s titutes 
a n d  Ce n te rs , e a ch  with  a  sp e cific re se a rch  
a ge n d a , ofte n  focu s in g on  p a rticu la r  
d ise a se s , e .g., th e  Na tion a l  Ca n ce r  In s titu te ,  
or  b od y sys te m s , e .g., th e  Na tion a l Eye  In s titute , or  cove ring a rea s  of u n me t m e dica l n ee ds ,  
e .g. Na tion a l In s titute  of Ch ild  He a lth a n d Hu m a n  De velop me n t. If you  a re  se e kin g to b u ild  
a p a rtn e rsh ip with th e NIH, th e Te ch nology Tran sfe r  Ce n te r  is  th e re  to re d ire ct you  to th e  
re le va n t In s titu te  or  Ce n te r  b y con d u ctin g a  n e e d  a sse ssm e n t.  

As  a  fore ign  b u s in e ss , you  ca n  work with  th e  NIH u n d e r lice n se , a s  colla b ora tors  or  
p a rtn e rs , with ou t n e e d in g a  U.S. office  or  footp rin t n or d o you  n e e d  to h a ve  th e  Un ite d  
Sta te s  in  you r go-to-m a rke t s tra te gy. It will gu id e  you  in  fu rth e r  d e ve lop in g you r id e a s ,  
wh ile  th e  IP in volve d  re m a in s  you rs . Agre e m e n ts  a re  ofte n  a d d re ss in g te ch n ology or 
kn owle d ge  ga p s  with in  you r com p a n y. All th e  a gre e m e n ts  a re  p u b lic a n d  a va ila b le  a s  

61 For more information, direct link: https://federallabs.org/t2-toolkit/technology-locator-service 

62 The next sections is a sum up of the transcript of the public videos done by Michael Salgaller, Supervisory Invention 
Development and Marketing Specialist at National Institutes of Health/National Cancer Institute. To watch the full video – link: 
https://www.youtube.com/watch?v=Zj5_DFdTjgk&t=1371s. If you are interested in collaborating with the Department of 
Defense, we invite you to watch also the video done by Barry Datlof, Chief, Business Development & Commercialization, Medical 
Tech Transfer, U.S. Army Medical Research and Development Command – 
link: https://www.youtube.com/watch?v=67CX7OewyiY&t=57s 

63 This amount reflects the sum of discretionary budget authority of $40.3 billion received by NIH in FY 2020 under the “Further 
Consolidated Appropriations Act, 2020”, Public Law (P.L.) 116-94, which includes $80 million for Superfund Research activities. 
The total also includes $1.23 billion derived from PHS Evaluation financing and mandatory budget authority of $150 million for 
special type 1 diabetes research. The allocation of $225 million to NIH per P.L. 116-94 from Nonrecurring Expenses Fund is 
excluded. Details regarding appropriations or budget requests are available from the Office of Budget. 
https://www.nih.gov/about-nih/what-we-do/budget 
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online templates. You can also collaborate with NIH’s clinicians to develop state -of-the -art 
therapeutic treatments, diagnostics, and preventative measures. Generally, the NIH will 
provide you with indirect support and will spend money on your behalf. 

To cooperate effectively with the NIH, there is a need for ideas exchange and common 
effort. In exchange, this collaboration will grant you access to unique reagents and 
resources, hundreds of tools available on a cost basis, and world -renowned thought 
leaders. Your company will also have the possibility to leverage access to the NIH’s scientific 
and regulatory expertise. The NIH will also support you in the FDA regulation pathway by 
engaging with regulatory experts. 

On the licensing side, the NIH takes zero upfront equity and often takes zero equity 
throughout the whole process. Moreover, unlike other research organizations, the licensing 
agreement’s terms will be based on what the regulations call "fair value for the public 
dollar." When working with a major university research institute the overhead or indirect 
cost rate can be 70 to 100% or greater. However, by working with the NIH those costs are 
non -existent, and even i f milestone payments and royalties are sometimes requested, they 
are overall reasonable. 

To conclude, as a tech foreign company, partnering with U.S. federal agency or U.S. 
Universities is a strategic way to validate your technology for the U.S. market, t o become 
“local”, develop trust, and to keep or develop your competitive edge on the global scale. 
Licensing and co -developing intellectual property in the United States facilitate the creation 
of pathways for U.S. funding from grants to investment. Some f ederal agencies like the 
NIH, the DoD, National Science Foundation (NSF), as well as U.S. Research organizations, 
and research universities go to U.S. and some international conferences, which could give 
you r com p a n y th e  op p ortu n ity to e n ga ge  with  th e m  d ire ctly. 64 

Financing Your U.S. Launch 

Th e  top  U.S. in d u stry is He a lthcare  with  17.7% of its  GDP in  2021[65. Th e  Un ite d Sta tes  ranks 
th e  h igh e s t in  ove ra ll h e a lth ca re  e xp e n d itu re  in  th e  world  a s  of 2019, a n d  its  h e a lth  

64 To name a few: Consumer Electronics Show (CES), Las Vegas, South By Southwest (SXSW), Austin, JP Morgan Healthcare 
Conference, San Francisco, RSA Convention, San Francisco, Photonics West, San Francisco, BIO International Convention, 
rotates East and West Coast, National Retail Federation (NRF) Retail Big Show, New York, SelectUSA Investment Summit, 
Washington DC, Association of University Technology Manager (AUTM), Washington DC 

65  Source: Zippia - TECH INDUSTRY STATISTICS [2022]: THE STATE OF THE U.S. TECH INDUSTRY by Jack Flynn - Feb. 1, 2022 -
https://www.zippia.com/advice/tech-industry-statistics/ 
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in d u s try con ta ins  m ore  tha n  784,500 com pa nie s.66. Th e se con d U.S. in du stry is Te ch n ology 
with  10.5% of its  GDP in  2021 67. It in clu d e s  Con su m e r Ele ctron ics , In te rn e t Con te n t & 
In form a tion , En te rta in m e n t, Fin Te ch , a n d  m ore , a n d  a ccou n ts  for  a b ou t 35% of th e  tota l  
world  m a rke t in  2021, d rive n  b y Am a zon , Ap p le , Google , Fa ce b ook, a n d  Microsoft, a n d 
585,000+ oth e r  te ch  com p a n ie s 68. The refore , for a n  inn ova tion -d riven com pa ny a lso ca lle d 
“te ch  com p a n y”, th e  Un ite d Sta tes  re m ains  on e  of th e  top  d e stina tion s  to b e com e  a  glob a l  
m a rke t le a d e r, fa s te r . Th e  r igh t com b in a tion  of th e  s ize  a n d  som e wh a t h om oge n e ou s  
m a rke t, in  a d d ition to top  m a rke t le a d e rs  a n d  re se a rch  s ta ke h old e rs , m a ke s  th is  m a rke t  
u n a void a b le  in m os t in du str ie s . In  th is  se ction, in s ights  will b e  given  on  h ow to fin d wa ys to 
su p p ort you r U.S. la un ch b y le ve ra ging e xis ting local, in terna tion a l, a n d U.S. e cosys te m s to 
fin d  th e  firs t fin a n cin g.  

Help From Your Home Country and Bi -National Programs 

Be fore  s ta r tin g to look a t U.S. “in ce n tive s”, fore ign  e n tre p re n e u rs , a n d  com p a n ie s  sh ou ld  
re se a rch  in ce n tive s  a va ila b le  in  th e ir  h om e  cou n try.  

Firs t, you  sh ou ld  con s id e r  th e  small grants 
programs su p p ortin g  (1) mobility and 
training u su a lly m ore  focu se d  on  you n g  
p rofe ss ion a ls , re se a rch e rs , n e w  
e n tre p re n e u rs ,  (2) trade/export p rogra m s, 
a n d  (3) research collaboration . Wh ile  th ose 
p rogra m s a re  u su a lly lim ite d  in  tim e  a n d 
fu n d in g, th e y ca n  cove r a  cou p le  from  fe w  
th ou sa n d  d olla rs  for  tra ve l e xp e n se s  to  
h u n d re d s  of th ou sa n d s  for  sa la rie s  a n d  re se a rch  colla b ora tion .  

Th e se  p rogra m s d o ch a n ge  ofte n , th e  b e s t wa y to id e n tify th e m  is  to re a ch  ou t to you r  
e con om ic d e ve lop me n t a ge ncie s  (re giona l a n d  n ationa l on e s), loca l ch a mb e r of  com m e rce ,  
tra d e  orga n iza tion  or  clu ste r, loca l incub ator(s ), a n d re sea rch  u nive rsitie s. Th ose p rogra m s 
ca n  b e  com p e titive , a n d  som e  of th e ir  re q u ire m e n ts  (d u ra tion , re p ortin g, …) m a y b e  

66  The top players are McKesson, UnitedHealth Group, CVSHealth, AmerisourceBergen, and CardinalHealth. Source: The State 
of Healthcare Industry – Statistics for 2022 by Smiljanic Stasha - March 5, 2022 -
https://policyadvice.net/insurance/insights/healthcare-statistics/ 

67  Source: Zippia - TECH INDUSTRY STATISTICS [2022]: THE STATE OF THE U.S. TECH INDUSTRY by Jack Flynn - Feb. 1, 2022 -
https://www.zippia.com/advice/tech-industry-statistics/ 

68  Source: The State of Healthcare Industry – Statistics for 2022 by Smiljanic Stasha - March 5, 2022 -
https://policyadvice.net/insurance/insights/healthcare-statistics/ 

167 

https://policyadvice.net/author/stasha/
https://www.zippia.com/advice/tech-industry-statistics/
https://www.zippia.com/advice/tech-industry-statistics/
https://www.zippia.com/advice/tech-industry-statistics/
https://policyadvice.net/author/stasha/
https://policyadvice.net/insurance/insights/healthcare-statistics
https://policyadvice.net/insurance/insights/healthcare-statistics


 
 

 

  
 

     

 

      
 

       
    

   

      
     

 

      
 

 

  

    
   

  
   

 

  

    

         
 

 
 

    

  

    

cumbersome. Your home country may also have training or “accelerator” programs in y our 
home country or in the United States. They are at no or little cost to prepare you to enter 
the U.S. and even to meet potential investors. A few examples are listed below to illustrate 
the different programs: 

- Training funded programs , i.e. The French International Program (VIE) comes with 
tax incentives and with subsidies to cover part of the salary of the trainee in the United 
Sta te s 69. 

- Mobility funded programs , i.e ., th e  Eu rop e a n  Era sm u s  for  You n g En tre p re n e u rs  
Glob a l to cove r u p  to 3 m on th s  in  th e  Un ite d  Sta te s 70. 

- Research Collaboration funded programs, i.e ., th e  Eu rop e a n  NGI (Ne xt  
Ge n e ra tion In te rn et) Exp lorer sup porte d re sea rch  colla b ora tion  for  a b ou t $30,000 p e r 
p roje ct. 71 

- Trade funded programs , i.e ., th e  Eu rop e a n  In n ova tion  Cou n cil Ove rse a s  Tra d e  
Fa irs  Progra m s se lect com pa nie s to p a rticipa te  in  U.S. Tra de  shows  su ch  a s  SXSW, CES,  
a n d  BIO In te rn a tion a l Con ve n tion  a n d  cove r tra ve ls  a n d  b ooth  e xp e n se s . 72] 

- Miscellaneous free and low -cost programs , m os t cou n tr ie s h a ve  p rogra m s to 
su p p ort you  to e n te r  th e  U.S. m a rke t, i.e ., Ja p a n  Exte rn a l Tra d e  Orga n iza tion  (JETRO)  
Glob a l Acce le ra tion  Hu b 73, La  Id e a  In cu b a tor  Proje ct for  e n tre p re n e u rs  in  Ce n tra l  
Am e rica  to d ire ctly con n e ct with  U.S.-b a se d  in cu b a tors 74, a n d  th e  Eu rop e a n  fu n d e d  
ENRICH in  th e  USA im m e rs ion  p rogra m s. 75 

In  a d d ition  to you r h om e -cou ntry m ob ility or  in n ovation  su p p ort p rogra m s, you  m a y h a ve  
b i-n a tiona l p rogram s a ss is tin g th e  colla b ora tion  b e twe e n  orga n iza tion s  from  you r h om e 
cou n try a n d  th e  Un ite d  Sta te s .  On e  of th e  m os t we ll-kn own  is  th e  Is ra e l-Un ite d  Sta te s 
Bin a tion a l In dus tria l Re se a rch a n d De ve lop me nt (BIRD) Fou n d ation wh ich  p rovid e s  ca p ita l  

69  https://mon-vie-via.businessfrance.fr/what-is-the-vie-french-international-internship-program 

70  for more details: https://eyeglobal.eu 

71  for more details - https://explorers.ngi.eu - the program will be renewed in September 2022 under a new project called NGI 
Enrichers 

72for more details: https://eic.ec.europa.eu/eic-funding-opportunities/business-acceleration-services/eic-overseas-trade-fairs-
programme-20_en 

73  for more information: https://www.jetro.go.jp/usa/jetro-japan-innovation-accelerator/global-acceleration-hub.html 

74  https://inbia.org/la-idea-incubator-program/ 

75  for more information: https://www.enrichintheusa.com/enrich-immersion-conferences 
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for joint industrial research and development between the United States and Israeli 
com p a n ie s  (u p to $1 m illions of gra nts ).76 Ple a se n ote th e re  a re  a lso U.S.-b a se d  p rogra m s  
focu se d  on  su p p ortin g th e  m ob ility of fore ign  re se a rch e rs  a n d  you n g p rofe ss ion a ls . 77 

Se con d , fore ign e n tre p re ne urs shou ld con s id e r  lookin g a t th e ir  h om e  cou n try's financial 
instruments for se cu ring p ote ntia l inve stm e nt or  tra n sa ctions  in th e  Un ite d  Sta te s .  Th ose  
in s tru m e nts  a re u sua lly p art of e xp ort p rogra m s. Som e  of th e m  a re com b in in g gra n ts  a n d  
a ttra ctive  loa n s, i.e ., BPI Fra n ce  (th e  Fre nch Sove re ign Fu n d) h a s a  “De e p tech  De ve lop m e n t  
Ass is ta n ce ”, com b in in g a  gra nt (m a xim um  of 50% a ssista nce ) a nd  a  Re pa yab le  Loa n  capped  
a t €2 m illion  (a b ou t $2.2 m illion ). 78 

Th ird , fore ign  e n tre p re n e u rs  m a y wa n t to a p p ly for  you r h om e  cou n try’s  research and 
development (R&D) grants . Th ose  gra n ts  te n d  to b e  th e  m os t d ifficu lt a n d  com p e titive  
a n d  re q u ire  som e  m a tch  or  e ve n  e q u ity. Most of th ose  gra n ts  we  kn ow of $1 to $10+ 
m illion s  re qu ire  showing in te rn a tion a l sca la b ility a n d  ca n  cove r som e  R&D in  th e  Un ite d  
Sta te s , e .g., 15%.  It  va ries  from  fu n d in g a ge n cy. As  a n  e xa m p le , th e  Eu rop e a n  In n ova tion  
Cou n cil (EIC) a ccelera tor offe rs  n on-dilu tive gra nt fu n d in g of u p  to a b ou t $2.75 m illion  for 
in n ova tion  d e ve lop m en t cos ts , a n d d irect e qu ity in ve s tm e n ts  of u p  to a b ou t $16.5 m illion 
(a n d  e ve n  m ore  com b in e d  with  p riva te  Ve n tu re  Ca p ita lis ts )79. 

La s tly, fore ign  e n tre p re n e u rs  m a y wa n t to look for  local pre -seed, seed, and venture 
capital (VC) money . Ba se d  on  ou r  e xp e rie n ce , m os t s ta r tu p s  ca n  ra ise  h a lf a  m illion  in  
a ve ra ge  in  th e ir  h om e  cou n try th rou gh  a n ge ls , VC, a n d  gra n ts  to su p p ort th e ir  U.S.  
e xp a n s ion .  

Introduction to the U.S. Local Investment Community 

Th re e  s ta r tu p m od e ls  h a ve  e m e rge d a s  th e  m os t like ly  to  su cce e d  in  ra is in g U.S. fu n d in g:  

(1) Th e fore ign  fou nde rs h a ve  b ee n workin g on  a  b u s in e ss  ide a a n d  wan t to s ta r t a n d  grow  
a  b u s in e ss  d ire ctly in  th e  Un ite d  Sta te s . Th e re fore , th e y a re  lookin g to ra ise  se e d  a n d  
su b se q u en t rou nds  from  U.S. in ves tors. (2) Th e  fore ign fou n de rs  s ta rt a n d b u ild  a  com p any 
in  th e ir  h om e  cou n try. The y ra ise  see d lings, su pe rse de s , a n d m ini–A roun ds  a t h ome  or in  a 

76  for more information, please visit www.birdf.com 

77 like the Fulbright Student Program or senior experienced leaders like the prestigious Eisenhower Fellow as well as 
international programs such as the Group Study Exchange programs made available by Rotary Clubs. Those programs tend to 
cover only the travel costs but open great networks that could lead to business opportunities. 

78  for more details: https://www.bpifrance.com/bank-for-entrepreneurs 

79  for more details: https://eic.ec.europa.eu/eic-funding-opportunities/eic-accelerator_en 
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nearby country. They establish U.S. operations, usually with a sales office lead at first, and 
try to scale up the opera tions to capitalize on U.S. traction. They raise larger U.S. Series A or 
B rounds to support continued U.S. R&D, growth, and expansion. (3) The foreign founders 
start and build a company in their home country. They raise local seeds and larger rounds. 
They demonstrate global traction, typically including U.S. operations. They raise growth 
capital rounds from later -stage home countries and U.S. VC investors. Depending on your 
growth strategy, the grant, loans, and visa options will vary. 

U.S. Local and Nati onal Grants and Loans 

As you are looking to launch in the US, please note that for U.S. federal and state 
governments, you are considered as a potential foreign “investor” even if you are looking 
for funding and local investors. It can create confusion. 

Some county, city, or state grants may be open to foreign entities if they have a U.S. -legal 
Incorporation and at least one local person, and usually some type of “match” in cash or in -
kind to match the U.S. funds or grants. Most of those grants are either industry or location -
sp e cific, i.e ., Bu cks  Bu ilt Sta rtu p  Fu n d 80 ($25,000), De la wa re  En cou ra gin g De ve lop m e n t, 
Growth  & Exp a n s ion  Gra n t (u p  to $100,000)81, to n a m e  a  fe w. Note  th at you  a re  u su a lly b e  
com p e tin g with loca l com p an ie s . Howe ve r, fe w spots  m a y b e  “re se rve d” for  fore ign -own e d  
b u s in e sse s, so  th e  su cce ss  ra te  can  in  fa ct  b e q u ite  h igh  if you  a re  su p p orte d  b y th e  loca l  
re ce ivin g e cosys te m . Also, ta lk to th e  loca l Econ om ic De ve lop m e n t a ge n cy(ie s ) of you r  
ta rge te d  U.S. location a s th e y m a y h a ve  ta x or  oth e r  in ce n tive s  for  you , u su a lly re la te d  to  
you r n u m b e r of loca l h ire s  (for  5 or  m ore  ge n e ra lly) a n d  a sse ts  you  a re  b rin gin g to th e  
re gion . Som e  s ta te s a lso h a ve d e dica te d  n on -p rofit orga n iza tion s  th a t ca n  a ct a s  ve n tu re  
ca p ita l in ve s tors  p rovid in g e a rly-sta ge  inve s tm e nt a s  we ll a s  m e ntorin g, gra n ts , a n d  a cce ss  
to a n ge l n e tworks . Th e y focu s  on  loca l e con om ic growth ; th e y u su a lly re q u ire  m a tch  
fu n d in g workin g close ly with  loca l a n ge l in ve s tor  grou p s , for  e xa m p le : Be n  Fra n klin  
Te ch n ology Pa rtn ers  (Pe n nsylva nia) a n d Ma ryla nd En trep re n eu r Fu n din g a n d  In ve s tm e n ts  
(TEDCO). 

In  a d d ition , th e  SBA h a s  lice n se d  a n d  re gu la te s  loca l “Sm a ll Bu s in e ss  In ve s tm e n t  
Com p a n ie s” (SBICs)82, p riva tely own ed  com p a n ie s , th a t in ve s t in  U.S. sm a ll b u s in e sse s  in  
th e  form  of d e b t a n d  e q u ity. Th ose  SBICs  u se  th e ir  p riva te  fu n d s , a lon g with  SBA-

80 https://startupbucks.org/bucks-built 

81  https://business.delaware.gov/edge/ 

82For more information, https://www.sba.gov/funding-programs/investment-capital 
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guaranteed funding, to invest in small businesses. Your U.S. legal entity will need some 
type of collaterals to qualify. 

At last, federal agencies can also provide funding for innovation via grants and calls for 
small businesses, i.e., the well -known Small Business Innovation Research (SBIR) and Small 
Business Technology Transfer (STTR) programs (generally between $50,000 and $750,000). 
Those grants are most of the time rese rved for businesses majority -owned by American or 
green card holders, so while your U.S. business may not qualify, a partner organization 
m a y a p p ly with  you r su p p ort. 83 

Th e re  is  n o e xh a u s tive  lis t of a ll th ose  p rogra m s; vis itin g th e  we b s ite  of th e  U.S.  
Gove rn m e n t Sta te  a n d  Te rritory Bu s in e ss  Re sou rce s 84 a n d  of Se le ctUSA85 u n d e r “wid e  
ra n ge  of fu n d in g sou rce s” is  a  good  s ta rt. 

Equity -Based Accelerators 

Acce le ra tors  e m e rge d  a b ou t 15 ye a rs  a go 86, followin g th e  tre n d  of in cu b a tors 87 in  th e  
1990s  th a t ca m e  ou t of re se a rch  u n ive rs itie s  su p p ortin g e a rly-s ta ge  p roje cts  ru n  b y  
s tu d e n ts , p rofe ssors , a n d  a lu m n i.  

Acce le ra tors  a re  a ssisting  s tar tu p s  in  ge ttin g in itia l fu n d in g, gra n ts , a n d  firs t re fe re n ce s .  
In itia lly, a cce le ra tors  m e a n t b u s in e ss  “la u n ch -p a d s”, th e y wou ld  p rovid e  re a l e s ta te  a n d  
su p p ort s ta r tu p s  b y h e lp in g th e m  to n e twork a s  we ll a s  fin d in g th e ir  firs t clie n ts  a n d  
p a rtn e rs . Co-working spa ces  for  s ta rtup s like We -Work, MySp a ce , a n d  Ru n wa y In n ova tion  
Hu b  in  Sa n  Fra n cisco, wh ich  focu s  on  th e  re a l e s ta te  a n d  n e tworkin g a sp e ct of th e  
b u s in e ss , h a ve  la rge ly su p p la n te d  th e se  typ e s  of soft a cce le ra tors  in  th e  la s t te n  ye a rs .  

Th e  m os t su cce ssful a cce le rators  h ave  b e en  th ose a ss is tin g s ta rtu p s  in  ra is in g ca p ita l.  As  
th e y wa n te d  to h a ve  fin a n cia l u p s id e  in  th e  s ta r tu p s  th e y b a cke d , m os t of th e m  s ta rte d  
th e ir  se e d  fu nd  a nd  b eca m e  sm a ll ve n tu re  ca p ita l firm s . Th ose  a re  ca lle d  “equity -based 
accelerators ”. Exa m p le s  in clud e  500 Startup s, Y Com b in ator , Te ch Sta rs , Plu g a n d Pla y, UC 
Be rke le y Skyd e ck, Dre a m IT Ve n tu re s , th e  Yie ld  La b s  to n a m e  a  fe w. Th e y se le ct s ta r tu p s  
th rou gh  com p e tition  or  th rou gh  a  cu rricu lu m , 3-m on th  on  a ve ra ge , to q u a lify th e  b e s t  
ca n d id a te  for  th e ir  in ve s tm e n ts . As  th e y b e ca m e  su cce ss fu l a t in ve s tin g in  th e se  loca l  

83  for more information, please visit www.sbir.gov/about 

84 https://www.usa.gov/state-business 

85  https://www.trade.gov/selectusa-investor?anchor=content-node-t14-field-lp-region-2-3 

86  https://en.wikipedia.org/wiki/Startup_accelerator 

87 Incubators focus on early-stage ventures, accelerators focus on ventures with at least a minimum vilable products 
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companies, they began to compete with other sources of seed funding, putting a burden 
on local deal flows and inflating the valuation of these early -stage ventures. As a result, 
equity -based accelerators were among the first to look at out -of-state and out -of-country 
deals as t hey discovered that many startups from foreign countries are ideal candidates for 
mitigating capital risk. They also diversified their activities to include corporate sourcing, 
open innovation, digital transformation sourcing, and consulting services to ac commodate 
their operational growth. 

Equity -based accelerators are looking for specific components when selecting a startup. 
They will tend to select startups that can show metrics and start scaling -up, with a core 
experienced and qualified team, and with r egistered IPs. They also look for “coachable” 
entrepreneurs eager for directions, introductions, and coaching on U.S. market entry. 
Finally, they are looking for startups at seed stage with a valuation around $5 Million. 

Those equity -based accelerators come up with a standardized approach with convertible 
notes (debt) or SAFE, Simple Agreement For Future Equity - a convertible security, against 
about 5 -8% of the stock at either a 15 -25% discount on series A’s and/or at an evaluation 
cap, guaranteeing a lower price per share if the evaluation is higher than the cap. To find 
those programs, check platforms like F6S, Gust, and AngelList Venture, or check directly 
on the U.S. accelerators’ websites or partners/affiliates’ annou ncements. 

Seed Funding by Angel Investors 

Angel groups are composed of high -net -worth individuals who invest in the growth of 
emerging companies. To list a few: Keiretsu Forum, DC Archangels, FTP, SWAN, Sand Hill 
Angels, Tech Coast Angels, and U.S. Angels . 

Angels are investing in the entrepreneur as much as the venture, value proposition, or 
technology/solution. 

When it comes to angel investors looking to invest in foreign startups, there are a variety of 
reasons, situations, and contexts that create the r ight environment for such transactions. 
For examples: (1) the foreign entrepreneur is from the same country of origin as the 
potential investor, or a country well known by the angel, (2) the entrepreneur leverage the 
existing trust and social/working relat ionships with foreigners living in the United States 
i.e., via local governmental organizations, support systems or bi -national programs, such as 
the Indus Entrepreneurs (TiE), the European Union -funded ENRICH in the United States, the 
German Accelerator, the bi -national chambers, the honorary consuls, etc. More and more 
public success stories of foreign tech entrepreneurs help to build this “trust”. To find angel 
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investor group s, you  ca n  su b scribe  to th e  88An ge lLis t Ve n tu re 89 a nd  visit th e An ge l Ca p ita l 
Associa tion ’s d ire ctory . On ce you h a ve sele cte d  you r e cosys te m  in  th e  Un ite d  Sta te s , you  
m a y wa n t to a sk you r loca l Sm a ll Bu s in e ss  De ve lop m e n t Ce n te r  (SBDC)90, Econ om ic 
De ve lop m e n t Age ncy (city or  Sta te ), or  b i-na tion a l ch am be r of com m e rce  to in trod u ce  you 
to th e  loca l a n ge l n e twork grou ps . Som e  u nive rsitie s or  co-working sp aces  h a ve m on th ly or 
we e kly m e e tin gs  to ga th e r  th e  te ch  a n d  in ve s tm e n t com m u n itie s .  

Early -Stage Investment Venture Capital (VC) 

A U.S. in s titu tion a l in ve s tor u sua lly p refe rs  n ot to ta ke  th e  le a d  on  a  se e d  or  e a rly rou n d s  
for  a  fore ign  s ta r tu p. For A rou n ds  a n d h ighe r, th e y will a lso p refe r in ves tin g in  a  U.S. e n tity.  
Fore ign  s ta r tu p s  n e e d  to b e  a wa re  th a t it is  d ifficu lt for  n on -U.S. s ta r tu p s  to ra ise  e a rly-
s ta ge  fu n d in g from  m ost U.S. VC in ves tors withou t (1) e xis tin g tra ction  from  U.S. cus tom e rs 
a n d  b u s ine ss p a rtn e rs , a n d  (2) U.S. op e ra tion s  in  p roxim ity to th e  U.S. VC in ve s tor , le d  b y  
on e  or  m ore  fou n d e rs  or  oth e r  d e cis ion -m a ke rs . More ove r, U.S. VC in ve s tors  ofte n  will  
q u e s tion  wh y a  n on -U.S. s ta rtu p is  n ot lookin g to ra ise  in its h om e m a rke t; d e m on s tra tin g 
s ign ifica n t U.S. tra ction  b a cke d  b y U.S. op e ra tion s  is  a  gre a t a n swe r.  Th e re  a re  se ve ra l  
re le va n t  d a tab a se s  to fin d  ve n tu re  ca p ita l, su ch  a s  VCPro a n d  Ma ss in ve s tor , som e  gre a t  
re sou rce s  re qu ire  a  sub scrip tion , i.e ., Ve n tu re d e a l.com  a n d  Pitch Book.com . Oth e r wa y to  
fin d  VC is  via  in ve stm e nt b a nks  spe cia lize  in ra ising cap ita l b y cre ating fin an cia l ins trum en ts 
th a t ca n  b e  m a rke te d a n d sold  to th e  p u b lic, in clu d in g  th rou gh  in ve s tor  roa d sh ows. Also  
re p u te d  la w firm s  a n d  sp e cia lize d  b a n ks  a re  gre a t sou rce s  of in trod u ction s  a n d  a re  a  
typ ica l a p p roa ch  in  th e  Silicon  Va lle y. 

To con clu d e  th is se ction  in a  fe w word s, a s  a  d e e p te ch  s tar tup /scalin g-u p , th e  e a s ie s t wa y  
to se cu re  se e d  fu n d in g to e xp lore  th e  U.S. m a rke t is  from  you r h om e  cou n try. On ce  you  
h a ve  ch ose n  you r U.S. d e s tin a tion , loca l gra n ts , loa n s , a n d  in ve s tors  will b e  a va ila b le  to  
sca le  you r b u s in e ss .  

Conclusion 

Alth ou gh  th e  Un ite d Sta tes  re m a in s  a  ve ry  a ttra ctive  m a rke t, th e re  a re  s till ch a lle n ge s  to 
m a rke t e n try  for in n ova tion -b a se d  sm a ll a n d  m e d iu m  fore ign  com p a n ie s , h e n ce  th e  
im p orta n ce  of h a vin g th e  r igh t su pp ort to fa cilita te you r U.S. m a rke t e n try. To th is  e n d , it  is  
s tron gly su gge s te d  to con s id e r  colla b ora tin g with  a  loca l U.S. re se a rch  orga n iza tion  or  
fe d e ra l a ge ncy to p iqu e th e  inte res t of Am e rican  in ve s tors  a n d  ga in  cre d ib ility.  More ove r,  

88 https://www.angelcapitalassociation.org 

89  www.angellist.com 

90  https://americassbdc.org 
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numerous programs exist to support and finance your entry in the U.S. market at lower 
cost and lower risk, especially with soft landing i n university, equity -based incubators, and 
angel investors. But support does not only come from the United States, your home 
country or bi national programs can also offer valuable support and grants. It is important 
to remember that the most efficient way to raise money in the United States, is to be 
physically here, and choosing the right U.S. ecosystem for your business is critical to plan 
your growth. 

About Temple University 

Temple University is a public university with eight campuses in Philadelphia and Ambler in 
Pennsylvania as well as in Rome, Italy, and Tokyo, Japan - for more information please visit 
www.temple.edu 

As a Carnegie Classified R1 “Doctoral University with Highest Research Activity'', Temple 
University runs a variety of re search, education, and commercialization centers and 
institutes, including the Small Business Development Center that is the US lead on the EU 
funded ENRICH in the USA program coordinating a network of university -based J-1 visa soft 
landing programs for Eu ropean (and from associated countries) innovators. For more 
information please visit www.fox.temple.edu/institutes -centers/small -business -
development -center/ and www.enrichintheusa.com/j -1-soft -landing -program . 

The Office of Technology Commercialization and Business Development has 450+ invention 
disclosures, more than 30 active Spinouts/Startups, and $440+ million in outside capital to 
advance technologies toward product launch over the past 5 years. For more i nformation, 
please visit https://research.temple.edu 

Disclaimer 

This chapter was prepared by Todd Abrams, Blandine Chantepie -Kari, and Sebastien Torre 
with Temple University. Views expressed in this chapter are the authors’ own. Views 
expressed in this chapter are the author’s own, not that of the Inte rnational Trade 
Administration. This chapter does not constitute legal advice. Readers interested in 
investing in the United States should consult legal counsel. 
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