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Hong Kong
at a Glance

Hong Kong enjoys astrongr e put ati on as one of the |l eading regio
geographical, linguistic and cultural proximity to Mainland China, combined with its international business
connections, have made it a key launch pad for foreign investors lookin g to enter the Chinese market. It also
stands as the gateway to regional and global markets for Mainland Chinese investors.

Hong Kong has a dynamic econony and has become a hub for the start -ups. The tax -friendly environment is a
big attraction for foreign businesses keen to start a business in Hong Kong. A stable political environment,
productive legal system, and pro -business setup are some other factors that offer plenty of lucrative
opportunities for businesses, besides an attractive tax regime a nd productive workforce.

Hong Kong is located in the heart of Asia which makes it an important country to make the trade and setup
Hong Kong limited company. It allows market access to China dwhich is the largest populated country in the
world. The low t ax regime, secured property rights, government initiatives are some important reasons which
are continuing to attract investors to this region to setup their private limited company.

To secure favourable conditions for exports of goods and services from H ong Kong to the Mainland and
international markets, Hong Kong government endeavorsto enter into more Hong Kong's Free Trade
Agreements with the trading partners. The Economic and Trade Offices (ETOs) set up by the HKSAR
Government in Mainland China and overseas will further promote economic ties and exchanges with Belt and
Road countries.

This guide summarises the requirements for the establishment and maintenance of a Hong Kong company and
a branch and a representative office of a non -Hong Kong company.For the avoidance of doubt and unless
otherwise specified, all references to doing business in Hong Kong are provided inside.




Political System

The Peopl eds ReRRQbesumeditv f Chi n:
sovereignty over Hong Kong when the Hong Kong

Special Administrative Region of the PRC was

established on 1 July 1997 under the principle of

0 o nceuntry, two sy st ems 6.

The Basic Law, the constitution of Hong Kong, was
adopted on 4 April 1990 by the National Pe o pl e d s
Congressof the PRCand is now applicable to Hong

I ] L e Kong. It provides that, for a period of 50 years from
| . _:_ 1 July 1997, Hong Kong will enjoy a high degree of
i - autonomy and will be allowed to retain its current
. lmnan political, social, c ommercial and legal systems

including the capitalist economic and trade systems
that have made it an international financial and
businesscentre.

Legal System

The Hong Kong legal system is based on English

common law and rules of equity. Itis characterised

by its strict adherence to the principles of the rule

of law and independence of the judiciary. The laws

in force immediately prior to the resumption of

sovereignty by the PRChave been maintained, with

some exceptions, as specified in the Basic Law.

Under the O0one country, two s)
the PRC national laws will be applied to Hong

Kong, only if they are listed in Annex Ill to the

Basic Law. The Standing Committee of the

Nati onal Peopl eds Congress of
specified matter s to that list in Annex lll, after

consultation with the Hong Kong Basic Law

Committee. For example, the PRC Law on

Safeguarding National Security in Hong Kong was

added to the list of laws in Annex Il in June 2020.

Economic System

Hong Kongoperates a free enterprise, free trade
economic system with minimal government
interference in all sections of the economy. This is
illustrated by the small number of duties and tariffs
on imported goods.

Companies and individuals may import or export
capital at their own discretion, and profits and
dividends derived from a business in Hong Kong can
be freely converted and remitted.

There is no Hong Kong taxation on dividends. Also,
there are no exchange controls or foreign currency
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regulations in Hong Kong (except those that relate
to suspected terrorist financing and money

Relationship with the PRC

laundering). Hong Kmaximi®y $o, and unique relationship
with, the PRC have made it an important gateway

) for conducting businessin the PRC.Hong Kong has
Investment Incentives intensive and extensive business influence across

the PRC and contributes a significant part of the
P R Ciab®und investment. The PRCis one of Hong
K 0 n dafgsst trading partners.

There are no general restrictions on investment in
Hong Kong where foreign exchange control poli-
cies are not applicable. There are few specified
incentives to encourage investment asthe low rate
of taxation and favourable investment climate are
considered to be sufficient to stimulate inve stor
interest in Hong Kong. However, from time to time
the government does launch special schemesto
encourage investment in certain areas.

There are many important instances of business
co-operation and integration between Hong Kong
and the PRCwhich have provided great business
opportunities to the PRC,Hong Kong and foreign
investors. One example is the Closer Economic
Partnership Arrangement (CEPA, the main text of
which was signed in June 2003. CEPAwas the first

free trade agreement ever entered into by the PRC
and Hong Kong. It opened up huge opportunities

for Hong Kong businesses, allowing Hong Kong
goodsand services to gain greater accessto the

PRC market. CEPA is also beneficial to the PRC
because Hong Kong servesasa perfect 0 s pri ng
boarddé for PRC enterprises to

Financial System

In the absence of a central government bank in
Hong Kong, note issuing privileges have been
granted to HSBC,Standard Chartered Bank and
Bank of China.

The Hong Kongdollar hasbeen pegged at HK$7.80

to US$1 since 1983 and has traded at an average of
HK$7.799to US$1.

The various sectors of the financial and securities
community are regulated by The Stock Exchangeof
Hong Kong Limited, the Securities and Futures
Commission, and the Hong Kong Monetary
Authority.

International Relationships

Hong Kong enjoys almost full autonomy in the
conduct of its external commercial relations and
may conclude, and implement, bilateral or multilat -
eral trade agreements with states, regions and
international organisations.

Hong Kongis a founding member of the World
Trade Organisation.

Hong Kongis also a member of the Asia-Pacific
Economic Co-operation (APEQ forum which aims
to achieve sustained growth and development in
the Asia-Pacific region through the promotion of
economic interdependence and the reduction of
trade barriers.

| A Guide to Doing Businessin Hong Kong

global market, facilitating the P R Ciditsgration with
the global economy. Foreign investors can also
establish businessesin Hong Kongto leverage the
CEPAbenefits, accessingthe vast opportunities
that the PRCmarket offers.

BesidesCEPA,Hong Kongis also the pioneer in
offshore renminbi (RMB businesses.Hong Kong
was the first offshore market to launch RMB busi -
nessesin 2004. The market for RMBbusinessesis
growing rapidly and various offshore RMBproducts
and services have been launched in Hong Kong to
cope with the businessdemands of both local and
foreign enterprises and financial institutions. It is
believed that the positive development of the
offshore RMB market will generate more business
opportunities for investors and market participants
in Hong Kong.

Belt and Road Initiative

The 0 B ednd R 0 a dhiiative (B&R) was first raised
by President Xi Jinping in 2013 to promote interna -
tional co -operation and connectivity along the
ancient land-based ¢ s irdakeconomic b e | and
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the 0 2%kentury maritime silk r o a dAsaf January
2020, the PRCgovernment has signed more than
200 cooperation agreements with 140 countries
and 32 international organisations. The main areas
for B&R co-operation include policy coordination,
infrastructure connectivity, trade and investment,
financial integration and cultural exchange.

Asthe gateway to the PRCand the economic centre
of Asia, Hong Kong offers an unique platform for
investors, intermediaries and project owners to take
advantage of the B&R, and continues to play a
pivotal role in cross-border investment, infrastructure
and shipping, financial collaboration, sustainable .
investment, people -to-people bond, project inter - 4 or mumlatera

facing and dispute resolution services. ag reements with S.

GeneralData Protection
Regulation

The European Union (EU) General Data Protection
Regulation 2016 (GDPR came into force on 25 May
2018.

A Hong Kong organisation may need to comply
with the GDPRf it:

A has an establishment in the EU, where personal
data is processedin the context of the activities
of the establishment, regardless of whether the
data is actually processedin the EU, or

A doesnot have an establishment in the EU, but
offers goods or services to, or monitors the
behaviour of, individuals in the EU.

As some requirements in the GDPRare not found in Z ’
Hong Kongds existing Per S 0 nigs ’.Q&_‘Q
Ordinancet, the Privacy Commissioner for Personal B
Data hasissued abooklet outlining the possible . |
impact of the new regulatory framework on organi -
sations or businessesin Hong Kong.

1 Personal Data (Privacy) Ordinance (Chapter 486 of The
Laws of Hong Kong).
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Types of BusinessVehicle

The most common types of business vehicle for
foreign corporations wishing to carry on businessin
HongKongare:

A a company incorporated in Hong Kong;

A abranch office of the foreign corporation; or

A the establishment of a representative office in
Hong Kong.

Also possible, but less common, are sole propri -
etorships, partnerships and limited partnerships.

Certain businesses may, for tax purposes or others,

opt for specific vehicles such as an open -ended

fund company (for engaging in a collective invest -

ment scheme) or a limited part nership fund (for
managing investorsod invest men!
vehicles are yet beyond the scope of this guide.

Business Registration

Every businessin Hong Kongis required by the
Business Registration Ordinancé to obtain a
BusinessRegistration Certificate within one month
of commencing business for its principal office
address and also for any other businessaddressin
Hong Kong. If a company carries on a business
using one or more business or trade names, a
BusinessRegistration Certificate is required for
each such name. Business registration serves to
notify the Inland Revenue Department of the
establishment of a businessin Hong Kong which
may be subject to profits tax.

The One-stop Company and BusinessRegistration
Service was jointly launched by the Companies
Registry and the Inland Revenue Department in
February 2011. Any person who applies for incorpo-
ration of a Hong Kong company or for registration
of a non-Hong Kong company at the Companies
Registry is deemed to have made an application for
business registration simultaneously. Accordingly,
companies are only required to lodge one single
application for both company incorporation/
registration and businessregistration.

Special Types of Business

Certain businessesmay not be carried on in Hong
Kongwithout a specific licence or other consent of

2 BusinessRegistration Ordinance (Chapter 310).
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