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The principal forms of business structure are: -

y  Company

y  Branch Office

y  Representative Office
y  Sole-proprietorship

y  Partnership

All businesses must register with the Inland Revenue Department (IRD) and obtain a
Business Registration Certificate from the Registrar of Companies. Tax implications
vary according to the structure and professional advice is essential before

commencing business.
LIMITED LIABILITY COMPANY (both private and public)

y  Company can be incorporated with limited or unlimited liability. In a “limited”
company, the shareholders are liable only for the amount unpaid on their shares
or, alternatively, for the amount that they have pledged to contribute. Companies
in which the shareholders have unlimited liability are rare. Most foreign

investors choose to establish private limited companies or branch operations.

y Limited companies can be divided
companies. Companies must have
Private 1 50 1

Public 1 No limit 2

Directors and subscribers need not reside in Hong Kt|>ng

a minimum number of one

subscribers and may be either

private or public companies.
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y  Private companies may not have more than 50 shareholders nor offer its shares or
debentures to the public, and the right to transfer shares in a private company
may require board approval or be subject to a right of pre-emption by the other
shareholders.

y  Public companies are subject to minimum capitalization requirements and to
regulation in the issuance of prospectuses and stock offerings, and must file

annual statements with the Companies Registry.

y Anyone (natural person) can be a shareholder and director of a Hong Kong
company. There is no restriction on foreigners acquiring shares in Hong Kong
companies. Shares can be registered in name of persons residing outside Hong

Kong.

y A corporation may act as director of a Hong Kong company provided that the
company is a private company, and it is not a member of a group of companies

which includes a listed company.

y A company secretary must be appointed. It must have an address in the terrirory
and the statutory secretary has to be a Hong Kong resident if it is an individual or

a corporation having its registered office or place of business in Hong Kong.

y  There is no special qualifications on a company secretary, however, the Stock
Exchange Listing Rules require secretaries of listed companies to be an

individual possessing certain qualifications.

y  An annual general meeting (AGM) must be held each calendar year with the
exception of the first AGM which must be held within 18 months of

incorporation.

y At least one Board of Directors’ Meeting must be held every year and need not
be held in Hong Kong.

Yy  An annual return must be filed with Companies Registry where is open for public
inspection. All documents filed must be in English or Chinese, or accompanied
by a certified translation into English or Chinese.
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y Hong Kong Company has to keep proper books of accounts. In general, the
audited accounts are prepared annually in accordance with Hong Kong Financial
Reporting Standards issued by Hong Kong Institute of Certified Public
Accountants (HKICPA).

y  The annual audited accounts have to be submitted to the Hong Kong Inland
Revenue Department (IRD) together with the annual Corporation Profits Tax

Return for assessment.

y  Audited accounts of a private company having a share capital are not filed with
the Companies Registry, although they are lodged with the Hong Kong IRD in

support of the tax computation.

BRANCH OFFICE (Non — Hong Kong Company, Overseas Company)

An overseas corporation that intends to set up a business in Hong Kong may register a
branch office with limited liability. A branch is the same legal entity as its head office.
The overseas company must register its branch office within one month of

commencing business. The procedure is quite simple and involves the preparation and

submission of a list of required documents to the Hong Kong Companies Registry:

y A cetified copy of the Memorandum and Articles of Association of the
corporation head office or other instruments defining its constitution.

y  Alist of the names, nationalities and residential address of the directors and
shareholders of the company.

y  The name and address of at least one person resident in Hong Kong who is
authorized to accept legal notice served on the company.

y Name and address of the company’s statutory secretary.

y  The address of the principal place of business of the Hong Kong branch.

y  The address of the principal place of business and registered office of the foreign
company in its place of incorporation.

y A memorandum of appointment or power of attorney authorizing a person to
accept legal notice for the company in Hong Kong.

y A certified copy of the company’s certificate of incorporation and a certified
translation of the certificate if it is written in a language other than Chinese and
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English.
REPRESENTATIVE OFFICE

Like a branch, this is a means by which a company incorporated outside Hong Kong
establishes a place of business in Hong Kong. Representative Offices (RO) are
particularly useful for foreign companies that wish to analyse the Hong Kong market
before making a bigger investment in the city. After obtain a business registration
certificate from the Business Registration Office, the representative office is required

to register under the Companies Ordinacne unless:

y  The RO does not conclude contracts in Hong Kong other than contracts for
employing domestic staff, purchasing furniture and fixture, etc.;
y RO does not maintain accounts in Hong Kong; and

y RO receives no income in Hong Kong.

SOLE PROPRIETORSHIP

The establishment and operation of a business in the form of a sole proprietorship are
relatively simple. Sole proprietorships are required to be registered under the

provisions of the Business Registration Ordinance.

PARTNERSHIP

Similar to the sole proprietorship business, the only formality for establishment of a
partnership is to obtain a business registration certificate. There must be an office
address in Hong Kong and at least one of the partners must reside in territory. If all
partners are stationed overseas, there must be a manager who residents in Hong Kong

to represent the partnership.

LISTING

A company listed on the Stock Exchange must comply with the Stock Exchange’s
listing requirements, the rules and regulations under the various ordinances, codes and
guidelines, enforced by the Securities and Futures Commission (SFC).
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On 28 November 2008, Hong Kong Exchanges and Clearing Limited Limited
(“HKEx”) has announced new amendments to the Main Board Listing Rules and the
Growth Enterprise Market (GEM) Listing Rules, to take effect from 1 January 2009.
The major changes include the period of “black out”, which will be extended to
commence from the end of year, half-year or quarterly period to the date of
results announcemen{whether or not required under the Listing Rules).

The Rule Amendments can be viewed and downloaded from the following sections of
the HKEx website:

Main Board Rule "Regulatory Framework and Rules - Rules and Guidelines on
Amendments: Listing Matters - Listing Rule
Update for Main Board Listing Rules" at
http://www.hkex.com.hk/rule/mbrule/mb_ruleupdate.htm
GEM Rule "Regulatory Framework and Rules - Rules and Guidelines on
Amendments: Listing Matters - Listing Rule
Update for Main Board Listing Rules" at

http://www.hkex.com.hk/rule/mbrule/mb_ruleupdate.htm

FURTHER INFORMATION
If you would like to receive further information, please contact PKF Hong Kong for

assistance and enquiries.

- End -

Remarks: The information contained herein is of a general nature and is not intended to address the circumstances
of any particular individual or entity. Although we endeavor to provide accurate and timely information, there
can be no guarantee that such information is accurate as of the date it is received or that is will continue to be
accurate in the future. No one should act upon such information without appropriate professional advice after a
thorough examination of the particular situation.
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