TRUST CAN ONLY BE EARMNED
KAIZEN ‘ www.bycpa.com

| HOMGHOME SHEWZIHEW SHAMGHAI BEIJIMNG

KAIZEN CORPORATE SERVICES LIMITED
ROOM 2103, FUTURA PLAZA, 111 HOW
ING STREET, KWUN TONG, HONG KONG
TEL: +852 23411444

FAX: +852 23411414

EMAIL: INFO@BYCPA.COM

China Company Registration Package #FICE102 - Shanghai Trading
Company Registration and Bank Account Opening

When aforeign investor (both corporation and individual) intend to carry out trading businessin
Shanghai, China, including wholesale/distribtion and importing and exporting, he needsto set up a
trading company, in the form of limited liability company (or company limited by shares where a
minimum of two shareholdersis required) with the scope of business stated in the Business Licence.

This package covers dl basic registration procedures required to bring in such a company into legal
existence and where the shareholder/investor is a Hong Kong incorporated company.

There are several other procedures needed to be performed, such as capital verification, application
for Normal Taxpayer Quailification and Foreign Trade Operator Registration, are specifically
excluded from the package described below as those procedures are considered to be on-going
maintenance and compliance.

In addition, the package stated below is for company with a scope of business including only
wholesale/distribution and importing and exporting of general commodities. Trading of certain
products may require extra licence and therefore extra fees could be expected.

The terminology "Foreign Invested Commercial Enterprise” or "FICE" quoted anywhere in this
article and in this website refer to atrading or retailing business (in the form of alimited comoany)
invested and set up by aforeign individual or corporation.

1 Featuresof Foreign Invested Commercial Enterprises

(1) Type of company commonly used by foreign investors
A Foreign Invested Commercia Enterprise (FICE) isalimited liability company engaged
in the business of retailing/wholesaling, import and export of certain kind of commodities
in China

(2) Redtrictionson Trading
A FICE could only engage in those business activities (Scope of Business) stated in the
Articles of Association and Business License.

(3) Nameapproval required
Pre-approval is required for use of aname. It is possible to reserve a name of a proposed
FICE for aslong as six months.

(4) Registered capital and contribution
In the case of atrading company in Shanghai, the minimum registered capital required is
RMB500,000 (around USD75,000).

In accordance with the relevant regulation, the investor has two aternatives as to the timing
for contribution of registered capital. The investor can choose to contribute the capital in
one installment within 6 months after the date of incorporation; alternatively, the investor
could choose to contribute the capital in two installments within aperiod of 2 years, where
the first installment must be more than 15% of the registered capital and contributed within
3 months and the second installment being the balance contributed within 2 years after the
date of incorporation.

The amount of registered capital so contributed/deposited should be audited by a firm of
certified public accountants. Thisis so called capital contribution verification.

(5) ShareholdersMembers
A minimum of one shareholder/member is required whose details are filed on the local
Administration for Industry and Commer ce. Corporate shareholders are permitted. The
shareholders can be of any nationality except Chinese.
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(6) Director/Board of Directors
A FICE requires aminimum of one director and full details of these must be filed with the
Administration for Industry and Commer ce. The sole director is the executive director
or managing director. The director can be of any nationality and be resident anywhere.
Corporate director isnot allowed.

(7) Legal Representative
A FICE isrequired to appoint a Legal Representative and full details of that person must be
filed with the local Administration for Industry and Commerce. The Legal
Repr esentative could be of any nationality and does not haveto bearesident in China.

(8) Supervisor/Board of Supervisors
A FICE isrequired by the Company Law to appoint at |east one Supervisor. The supervisor
can be of any nationality and be resident anywhere.

(9) Registered office/Business address
A company must maintain a business addressin China. In accordance with relevant
regulations, the office of the FICE must be located in acommercial building and that the
lease term of the office must be at least for aterm of 12 months.

(10) Tax filings
A FICE isrequired to update its books on aregular basis, file Value Added Tax Return on a
monthly basis, file individual income tax return for its employees on amonthly basis, file
Corporate Income Tax Return on a quarterly basis and file annual corporate income tax
return after the fiscal year end.

(11) Annua reporting
A FICE isrequired to prepare audited accounts under the company laws. Also, a copy of
the audited financial statementsisto be furnished with tax authority for tax report purpose.
The audited financia statements are not available to the public or to the foreign authorities
except those of alisted company. We can provide compl ete supporting services after
incorporation, such as book-keeping, auditing and tax filings for both the FICE and its
employees.

2 Procedures for Establishing a FICE in Shanghai, China

The whole process for the registration of a company in Shenzhen, China could be divided into
three stages, namely preliminary, registration and post-registration stage. Each of the stagesis
described below.

21 Preliminary Stage

(1) Leaseof Office Space
Firstly, the investor will have to enter into atenancy agreement in relation to the
office space to be used by the FICE for aterm of not less than 12 months. The office
must be located in a commercia building.

(2) Legdisation of Identity Documents of the Sharehol der/Member
Theinvestor is also required to arrange to have the identity documents of the
shareholder legalised by the Chinese Embassy in the country where the
shareholder/member is registered/resided.

(3) Banker's Reference Letter
Also, the investor needsto arrange with its banker to issue a banker’s reference letter.
The banker’s reference letter is one of the documents to be submitted for the purpose
of registration.

(4) Other Documentation
The investor at the same time needs to prepare other documents, such as photocopy of
passports/Hong Kong Identity card/Home Returning Card of the directors, supervisor,
legal Representative and General Manager.

2.2 Application for Registration of the FICE

(1) Name Search and Reservation
The registration process of a FICE starts with name availability search. We suggest
that you create 3 to 4 names (in Chinese) in case that the preferred one is gone. We
will then perform a name availability search with the local industry and commerce
administration bureau and confirm with you their availability. The reservation isvalid
for aterm of 6 months and further reservation is possible.
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Examination and Approval

Oncethe nameis cleared and reserved, the next step isto get the approval of the
investment project from the Shanghai M unicipal Commission of Commer ce. This
step involves the submission of all application documents, as listed in Section 4 of
this quotation, to the Government for examination and approval.

@)

(3) Registration for Business License
After issue of Approval Certificate, Kaizen will then proceed to handle the
registration of the FICE with the Shanghai Administration for Industry and
Commer ce.

2.3 Post Registration Stage

Once after the FICE is officially registered, it also needsto apply for various certificates
from or apply for registration with the following government departments:

(1) Carving of Company Seal and Chops
Application for Approval for making of Office Stamp (Office Seal) from the Public
Security Bureau and arrange the carving the company seal and chops;

(2) Opening of bank accounts
Opening of capital account, RMB basic account and tax paying account with a bank
of your choice in Ching; if the tax authority does not require a separate account for
payment of tax, then atotal of two accountswill be opened.

(3) Tax Registrations
Apply for registration with both the State Tax Bureau and Local Tax Bureau and
obtain the State and Loca Tax Registration Certificate;

(4) Application of "Enterprise Code"
Apply for registration with Quality Inspection and Control Bureau and obtain the
Enterprise Code and Card;

(5) Apply for registration with Foreign Exchange Control Bureau
Application for registration with the Foreign Exchange Bureau and obtain Foreign
Exchange Registration Certificate;

(6) Finance Registration
Application for registration with the Finance Bureau and obtain the Finance
Registration Certificate

(7) Customs Registration
Application for registration with the local Customs Department and obtain the
Customs Registration Certificate.

3 Estimated Time Frame

It is estimated that the whole registration process would take around 2-3 months weeks. The table
below shows the estimated time frame for each of the steps of the registration process.

Step |Description Performed by | Working days
Preliminary Stage
1 Legalisation of incorporation documents Investor Investor’s
€9 P schedule
2 |Tenancy (Lease) agreement (for the office to be used Investor Investor’s
by the FICE) schedule
Application for banker’s reference | etter Investor Investor’s
schedule
4 . Investor’s
Preparation of other documents Investor schedule

Application for Registration

5 |Performing name available search Kaizen 1
6 |Application for approval of use and reservation of )
Kaizen 1
proposed company name
7 |Application for project approval from Shanghai Kaizen 30

Municipal Commission of Commerce
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8 |Application for FICE business licence from Shanghai

Administration for Industry and Commerce Kaizen H
Post Registration Procedures
9 |Application for approval and carving of company seals Kaizen 2
10 |Application for approval and issuance of Enterprise Kai
o aizen 3

code and certificate

11 |Application for registration with Local Tax Bureau and Kaizen 10
State Tax Bureau (Shenzhen)

12 |Application for registration with Finance Bureau Kaizen 1

13 Appllcatlon_ for opening of bank accounts with a bank Kaizen 10
of your choice

14 |Application for registration with local Customs Kaizen 3
Department

15 |Application for registration with Finance Bureau Kaizen 2

4 Required Documents and Materials for the Purpose of Registering a
Trading Company in Shanghai

The following documents and materials needed to be prepared by the application before
submitting an application for registration:

(1) Two sets of legalised identity documents of the investor
2 copies of theinvestor’s identity or incorporation evidence (i.e. passport for individual
foreign investor and Certificate of Incorporation and/or Registration Certificate for
corporate foreign investor) duly legalised by the Chinese Embassy.

(2) Two setsof original tenancy agreement
Two copies of Tenancy Agreement with aterm of no less than 12 months of the office to be
used by the FICE.

(3) Oneset of legalised bankers?reference letter
A credit standing certificate (a banker’s reference letter) of the FICE investor issued within
6 months, which shall indicate the name of the investor, the credit standing and/or the
balance of the account (the deposit shall equal to the registered capital of the FICE);

(4) A copy of the latest audited financial statements
The latest audited finance statements of the corporate investor provided that it has been set
up for more than 1 year.

(5) Particular of the investor/shareholder
(a) The name, address and/or place of registration of the investor;
(b) The name, nationality and position of the legal representative (or the name and
nationality of the managing director) of the investor;

(6) Particulars of the proposed FICE
(a) The proposed name of the FICE
(b) A summary of the proposed scope of the business, the types of products and the scale of
business;
(c) A detailed list of import and export merchandise, a summary of the proposed business
scope and the scale of business. Please note special approval is needed if the goods to be
imported or exported are restricted by Chinese government and our fees will be increased
accordingly;
(d) Thetota amount of investment in the FICE, including:
(e) The amount of registered capital
(f) The name and address of your favourite opening bank for the FICE.

5 Registration Costs and Payment Terms

5.1 Registration Costs

(1) Registration service fees
Our costs are USD2,500 (tax exclusive). The Business Tax of 5.5% would be
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applicable if Chinese tax receipt (Fapiao) is required.

(2) Trandation costs
Our service charge stated in Section 4.1 does not cover translation costs for
trandating the documents prepared by you from English to Chinese or trandlation of
registration documents from Chinese to English. The cost for trandation is around
USD20 per page of A4 size. We will arrange the trandation on your behalf and the
trandation cost will be billed separately with supporting official tax receipt issued by
third party tranglating company.

(3) Legdisation costs
Our fees quoted above do not cover the legalisation of the identity documents of the
shareholder/member. The costs for the legalisation of the incorporation documents of
aHong Kong company are USD850 which will be charged separately.

(4) Officia filing fees
Our service fees stated in Section 4.1 above al so does not cover any official
registration filing fees which are cal culated based on the registered capital of the
FICE. For aFICE with aregistered capital of RMB500,000 (around USD75,000), the
official registration filing fees are around USD600. The official registration filing fees
will be billed with supporting official receiptsissued by the relevant business
registration authority.

5.2  Summary of Registration Costs
A summary of costs related to the registration of the proposed FICE in Shanghai islisted in

the table below:
Item |Description Amount (USD)
1 |Legalisation of identity documents 850
2 |Regigtration service fees 2,500
3 |Official registration filing fees 600
4  |Disbursements 100

Total |4,050

5.3 Payment Terms

Our service fees are to be hilled and settled in three instalments as stipulated below and out-
of-pocket expenses are required to be paid in advance.

(1) Firstinstament
Thefirst instalment of 70% of our service feesisto be paid upon signing of
engagement letter. Legalisation costs should also be included in the first instalment if
we are being engaged to handle the legalisation.

(2) Balance Payment
The balance of our service fees together the official registration and filing fees are to
be paid within one week after the whole registration process, that is, the registration
procedures listed in Section 2, is completed.

6 Miscellaneous - Capital Verification, Normal Taxpayer Qualification and
Foreign Trade Operator Registration

Right after the company is officially registered, it could start it operation, such as hiring of people
and purchase of fixed assets and furniture and fixtures. However, there are severa additional
compliance/registrations need to be done before the company could commence its trading
business.

(1) Capital Verification
Upon contribution and remittance of the registered capital, the FICE shall engage an
accounting firm registered in Chinato perform an audit of the status of remittance and issue
an auditors?report to verify that the capital is contributed in accordance with Articles of
Association and Company Law. The capitd verification report shall be submitted to the
industrial and commercia administration authority and tax authority for filing and the
Business License of the FICE shall be changed accordingly.
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As Capital verification is not considered to be part of the registration process and therefore
is not included as such in this quotation. However, we shall be pleased to assist you to
arrange the verification of contribution of capital.

(2) Normal Taxpayer Qualification
Please note that the registration procedures listed in section 2 of this quotation covers only
the general procedures required for the purpose of registration of aforeign invested
company in China. In this case that the company isto be engaged in international trading
business, that is, importing and exporting and distribution business, it is required to
application to be qualified as a Normal Taxpayer.

The procedure could be handled by the internal staff of the company when the company
commences its business and therefore is not included as necessary registration procedures
listed in Section 2 of this quotation. However, it would be our pleasure to assist you to
handle these registration if you so wish. Our service and fee are set out in Schedule 3 to this
quotation.

(3) Foreign Trade Operator Registration
Though the company is registered as atrading company and is empowered to carry out
internationa trading business, it could not carry out importing and exporting activities
before it performs Foreign Trade Operator Registration. The registration enables the
company to perform Custom clearance as and when it exports and imports.

This procedure/registration could be handled by the internal staff of the company when the
company commences its business and therefore are not included as necessary registration
procedures listed in Section 2 of this quotation. However, it would be our pleasure to assist
you to handle these registration if you so wish.

7 Getting Started

Once you have adecision to start to set up your presence in China and decide to engage Kaizen to
do that for you, then:

(1) wewill sign an engagement letter with you;

(2) you start preparing the documents listed in Section 5;

(3) we prepare the registration application forms;

(4) weddiver the registration documents to you for your signatures;

(5) you return the duly signed registration application documents to us together with the
documents listed in Section 5;

(6) we submit the documents to the government departments concerned for application for
various certificates and registration as stated in Section 3;

Important Note: The Chinese Government changes the requirements in respect of company
formation/registration from time to time and any of those changes would have an impact on the
procedures and time frame of registration and therefore the fees stated here are for reference only.
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