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In Delaware, corporations and limited liability companies (LLCs) are the most prevalent business forms. Each has
different characteristics that must be considered carefully because they may be an advantage to certain investors
but not to others.

P The most common option for an overseas company to establish a presence in the US is to incorporate a
subsidiary in Delaware. The subsidiary can be a corporation or an LLC. A corporation offers limited liability and
has centralised governance structures. Similarly, an LLC offers limited liability and can have centralised
governance structures if the members so elect. While corporations have been and still are the first choice for
foreign companies establishing a business presence in Delaware, LLCs are an acceptable alternative, but careful
consideration should be given to the governance and tax aspects discussed below.

P The main statutes governing Delaware corporations and LLCs are the Delaware General Corporation Law (Title 8,
Chapter 1, Delaware Code) and the Delaware Limited Liability Company Act (Title 6, Chapter 18, Delaware Code).
Both statutes are available online.

P The Delaware Division of Corporations is the administrative agency responsible for accepting and processing all
documents required to be filed to form and register any business entity in Delaware.

WNAESE BN BA, ActEs PR ER R EM AT, FEREGFEMN —RABE) F102%E
EEFhLEMNEIB RN ERAT (C Corporation) .

Unless otherwise mentioned, the corporation mentioned in this article specifically
refers to the C Corporation registered in accordance with Section 102 of the General
Corporation Law of the State of Delaware.
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Major Features of Delaware Corporation

23 Al 4 R
FEEFAENMNFMR RO ERAE, EEZ
MEE LI TFHEHA—PEIE: “association” (h=)
"company" (A&]), "corporation" (AF]), "club"
({B5%3P) , "foundation" (B&=), "fund" (BEE),
"incorporated" (‘A&]) , "institute” (1h£), "society"
(th=), "union" (BX& %), "syndicate" (BXG4HR),
g "limited" (BMR) FHRULEP—IBFNES
Fxto

ERANAR BN S 2 EMEFEERNAEE
F (BERNEBRABBRAEAR. kEIEE
HF) BMERESEE, FRIFZR2 FRREE UBEF R
EREXZ B FREIER

Name of Company
The name of a corporation must include one of

these words: “association,” "company,”
"corporation,” "club,” "foundation,” "fund,"
"incorporated,” "institute," "society," "union,"
"syndicate" or "limited," or the abbreviation of one

of these words.

"wn "o

Also, the name of a corporation must be
distinguishable from the names that are reserved
with the office of the Division of Corporations or
from the names on records of each other
corporation, limited liability company, partnership,
limited partnership or statutory trust, except with
the written consent who has reserved such name.

Mg A
EEFFHEMNRN(— R AT RN BRATEMR
RAF LM HFRIRE, MBS ST HER RS
BEREEREEENE, FHENNRTFEER
(Franchise Tax) RRIBA B TR E B MEN,
At B R AR BRINEE M, FRERATNEET,
R[ARTHENRGD . —RENZ, RELB LT HRDE
BETF A% TF5,0008, XN 2B ZHARENTIF
BEMERDBATEZRN, BARTELRER
‘BEREEERZASE” (Assumed Par Value
Capital Method) 1“2 & 17A 13 575" (Authorized
Shares Method) {418 H BIFHF L EREN, S HRD
WA A A= R ENRFEERITE XA
It E A AR FXRIFARRE,

Capital
Delaware does not have a minimum capital
requirement to incorporate a corporation.
However, the annual Delaware Franchise Tax
amount will be determined based on the number
of shares; therefore, whenever authorizing shares
for a Delaware corporation, it is best to keep the
number of shares low. A good rule of thumb is to
authorize only what the corporation will need.
Corporations with 5,000 or less authorized shares
are considered minimum stock and will pay the
minimum Delaware Franchise Tax each year.
Otherwise, the franchise tax amounts will be
calculated with two different methods, and the
method that results in the lesser tax will be applied
for the further calculation. The detailed calculation
method will be explained later.

(o)

(o]
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Shareholders

There are no restrictions on the number of
shareholders (equity holders) a Delaware company
can have. A corporation can have one or more
stockholders.

RN

R AN B S RIS AR B A BT M
SE5_E SEBARG ST A B R R btk B A HIAE AR
STHA TEBB T — BT Ao I AT EAAS
5 NEEIBE, A A R R HAENE R,

Incorporators

An incorporator’s primary role is to file the
certificate of incorporation. The incorporators’
names and addresses must be listed on the
certificate. An incorporator may be a person,
corporation, partnership or association. The
incorporator does not have to reside or be

incorporated in Delaware.

EEFHEMN(—RABEIRT NE QB EF LIS
BRAANBEZIN, HRBENESMEH S5 RSl. —
RIERT, ARNEEEFHRFLE, BAREHR
BEREFVIFFERRRMN.FHE, AREIENE
F0YE (A EFE M FRE SMNE A AT LB EEE
BYHR L

TEMHACEE S i Rk
(—RABEINE, Fie THRAVSEMEM R BIRR 57
BRABEBLAE —MITRAEMNERAERR
RBUWCE R B MR A B B EE R MBI A
5 A BB, (R MRS RI NG LR
Holik, BIRAT A& P R HHR M — MR ALY
ERHCER LU R T Ko
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Director

There are no general restrictions or requirements
on the appointment of directors, except that they
must be natural persons. Typically, the
corporation's initial directors consist of one or
more of its founders, but there is no statutory
requirement that a director must be a stockholder.
There is no requirement that the directors must
reside in Delaware or in the US. There is also no
requirement that any number of directors must be
US citizens or permanent residents. All directors
can be foreign citizens.

Registered Agent

All corporations registered at Delaware must have
a registered agent on behalf of the corporations to
receive legal documents. A registered agent may
be an individual who resides in Delaware or a
business entity that is authorized to do business in
Delaware. The registered agent must have a
physical street address in Delaware.
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SR EARERIE AIR) o BIR AT (HOEANEBRIR LA
HERSE,

Certificate of Incorporation

A Certificate of Incorporation is a form filed with
an agency in your state to register your
corporation. In most states, this same form is
called "Articles of Incorporation,” but a handful of
states, including Delaware, use the term
"Certificate of Incorporation” instead. We offer a
free Certificate of Incorporation template that you
can use in Delaware or any state.

AR5

RENEF (Bylaws) , RAB BRI BN E IRHIE . X0 HlIE
R T ABIREEVAR S BREEX 0 ABERFAN
Eo RN XA AR T QB EMES, JWABICRAR
» il ERREMNBUN, BB EMEY 6245 1818 R
FREMNZRAE B ABENO N R ER AL
UANEEBEH.

Bylaws

A corporation’s bylaws are its internal rules and
operating procedures. They are not filed with the
Secretary of State. Bylaws may include any
provisions relating to the business and affairs of
the corporation or the rights and powers of the
corporation and its directors, officers, shareholders
and employees. Bylaws cannot include anything
that is inconsistent with the law or the certificate
of incorporation. The incorporators or directors
must approve initial bylaws.
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Corporation VS LLC

EEREFFRILEMN, BI9BR AT (C Corporation) 1B REFEAT (LLO) REZWIDHN AR BRFE R MM ABEASE
¥, R AEIRIEE SRERE MR XNQE,

In Delaware, corporations and limited liability companies (LLCs) are the most prevalent business forms. Each has
different characteristics that must be considered carefully because they may be an advantage to certain
investors but not to others.
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TR ERATREEEEARLAE, BA (RR)  Both corporations and LLCs shield their owners
L £ B9 BRI BR, S A SRR ARG fR =T IS from personal liability. The stockholders of a

75 (RRE) RLUA AT =3 A B S AGE L, corporatlon‘ and the members of a.n LI._C are not
personally liable for the debts, obligations and

liabilities of the entity.

B AR ASIHEREEASIET LULR KA TEIE, Delaware corporations and LLCs have a statutory
right to exist perpetually and continue in

existence even if the original principals depart.

A [@ Differences

iS5 iR

RHBBRAF (C Corporation) AIAEEImNEIEH RN B R AT MY B B ERIRA UM ATIFAEH, KRB
EREMATRBIBIBN, IR AFTEH (HRAADAR) AR SN (HARARA QB KEEH) . B
B, RNERAR T LUEEBFRE DR, (FEARBLRBMIZEES, EE250,0005%7T (MPARSE AT A
150,00037T) o e A S R, MRAF FBEXSXE 0 B AFRSH, BREE T WELEMR.EE AR EF
#813250,0005 7T (M ABRSS £ AT 7150,0005%7T) , NMNEXBH IO IEUPRSH, EFZTEIP20%EE
TR Ko

52Z2kNE, BRIELAR (LLO EEZ T 2R M AN, #AIANFEIE A (Pass-Through Entity). BFE S
AE (LLC) FERXAEHHR, ERAFEHMEH, RANBRIEAT (LLC) MFDELIRIER R FTH
BT ELEREI R RNFEHRHIR, FEWRAEEE 7. XA R ERE QR FFEE R RABNEILE]
HEWFREHERF.EFFIENE, EARIEAE TR, RREFSHBIRN AT ZZ 5 5.

Taxation

A corporation's income may subject to double taxation. A corporation must pay taxes on its income
when earned, and the stockholders must pay taxes on any dividends or other distributions they
received from the corporation. However, the corporation can choose to retain the earnings to finance
growth and reasonable needs of the business till USD 250,000 (USD 150,000 for personal service
corporation) to avoid double taxation. Accumulated Earnings Tax with tax rate 20%, in addition to
regular income tax, will be applied on corporations for unreasonably accumulating earnings, which is
the amount exceeds USD 250,000 (USD 150,000 for personal service corporation).

In contrast, LLCs have the advantage of flow-through taxation. An LLC does not pay entity-level taxes
on its income; instead, profits and losses pass through to the members, then the members will report
the apportioned profits on their own income tax returns with applicable tax rates, regardless of
whether the income is distributed or not. If the LLC is profitable but does not distribute any cash to the
owners, the owners are still taxed on the income of the LLC. That is one potential downside of the LLC.
However, pass-through taxation can be advantageous if the owners can anticipate and take advantage
of company losses on their own tax returns.

Guide to Starting a Corporation in Delaware, USA
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EEEH

ROBRABNHRENBRNET RNDBRADNEEEEHESFIRAE, RAAFTS5QFNHEREIEE.
B2, RN BRABE—EEZRENEH, BAHARFASRAEL MY FERFEAE, RELENIN K
REALBECHRAEESS5ARNEEEEEEEN.

Management

Corporations have mandatory centralised management. Control of the business and affairs of the
corporation is vested in the corporation's board of directors, and the stockholders are generally not
involved in the day-to-day management of the affairs of the corporation. However, shareholder's
approval is required for certain significant transactions such as mergers. On the other hand, LLCs can
be managed either by the members themselves or by managers appointed by the members.

Gusde to Starting a Corporation in Delaware, USA P o :
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Corporation Registration Procedures

1

T € 2wl A R
Choose a
Corporate Name

9

Zm i) 2 w7 7
Bt S
Prepare and File
Certificate of

Incorporation

3
ZAEFFHL RN
EHEE
Appoint a
Registered
Agent
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IEANATRZMANS EEMAMEERN AT ZMER TR BRI N E
HITABRIMNESE, LREMNANAT 2] B SR LOEFER L5
VNSRRI

Your corporation's name must not be deceptively similar to the names of
other business entities already on file with the Delaware Secretary of State.
Names may be checked for availability by searching the Delaware Secretary
of State business name database. You can reserve a name online through
the Delaware Division of Corporations website.

FREIMEREEM MM AR, BREEFIEMMNSEDAERZ ABLEMEFH

HANEM TR MBS AZEH TSRS, IRLE R, N HAQBEANES
(HZERRBENRS) o A XA RIEN_E BT i F 3. A B EM XIS E &
REV R FHREMNERIRALEM AL, A BIEF R 1T E. REMEIE.
DAYDN: ] e Y N4t il

Your corporation is legally created by filing a Certificate of Incorporation with
Delaware Secretary of State. Certificate of Incorporation can be filed by postal
mail or online and you must include a Filing Cover Memo.The articles must
include the corporation's name; the Registered Office street address and name
of the agent for service of process at that address; the number of shares
authorized to issue and the par value; its purpose; and the name and mailing

address of the incorporator.

FRE FAFAIEMEM I BI QB ERLE — NEMRIE EMARL B B AR
AR AEHRBCER X BB AL E M MR R HEEERHIEMNB DA A
B)EME, (B AU T AT E N B SEFRL .

Every Delaware corporation must have an agent for service of process in the
state. This is an individual or corporation that agrees to accept legal papers on
the corporation's behalf if it was sued. The agent should agree to accept service
of process on your corporation's behalf prior to designation.

The agent may be an individual Delaware resident, or a business entity autho-
rized to do business in Delaware. The registered agent must have a physical
street address in Delaware.

KRR fTRE 2 TN | 9
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Set Up a
Corporate
Records Book

5
Sl 2> F1EE M
Prepare
Corporate

133% B

§
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Appoint Initial
Corporate
Directors
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BRI —PNABXHEE, U BEEREFNRED. RABIC M EEBICH. RIGEE
Ut EBMURSVERMEFEZ LR ARAXHFEENZERETROERAT N
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Set up a corporate records book in which you keep all your corporation's
important papers, including minutes of director and shareholder meetings,
stock certificates, and stock certificate stubs. Keep your corporate records
book at the principal office of your corporation.

LE)EN (Bylaws) , RN BIRATIFAEREIESIE L RMREHE R AE, £

BLEREMNBIR RBANBNEMH AR RAEMN A SNEMAEIEER, BRRERINE
I— R ENEM, LABE ARV EIRE, HiRE T ier- RS RMEER,

Bylaws are an internal corporate document that sets out the basic ground
rules for operating your corporation. They are not filed with the state. Your
corporation is not legally required to have corporate bylaws, but you should
adopt them because they establish your corporation's operating rules, and
help show banks, creditors, the IRS, and others that your corporation is
legitimate.

ARANEESHEERRBAABRNIAEE EESHNERBERAASRARE.
DEMIABBIEEHEE "REIMIAER", ERFriiEENaEESENEEN
Mok, RN EIATEABDXHHELZERE.

The incorporator, the person who signed the Certificate of Incorporation,
must appoint the initial corporate directors who will serve on the board until
the first annual meeting of shareholders (when the board members who will
serve for the next term are elected by the shareholders). The incorporator
must fill in an “Incorporator’s Statement” showing the names and addresses
of the initial directors. The incorporator must sign the statement and place a
copy in the corporate records book. The statement need not be filed with
the state.

KR R {72y TR | 10



7 AEEREFENHEEERERBH . BREETSBETINQBEM. RITH
BHEaik=E I EBENRITHRESE . ST FEEE RBIEBEA. ARHNSHEAE—RIA
B R BHRMMBEBVRRSIEI ZWIERITRICREMN BFEENE, EAF
Hold Your EERLUSABF AR, BB IERETEEFZRRIZRN.

First Board of The first meeting of the corporation’s board of directors should be held at
Directors which the directors can appoint corporate officers, adopt bylaws, select a
Meeting corporate bank, authorize the issuance of shares of stock, set the

corporation's fiscal year, and adopt an official stock certificate form and
corporate seal. The directors' actions must be recorded in corporate minutes
prepared by the incorporator or any of the directors and approved by the
board of directors. Additionally, if the corporation will be an S corporation,

the directors should approve the election of S corporation status.

8 ERARRITREASHNIRENLITREEMER, B/)AR—RIEFRRITH
& ﬁ: ngl. % FRFIES, FEARREMBIERPRESMRANEZNERKAEE,

Issue Stock BRI R TRSIRIEEIE NIE SR TS TS, BEERAF N
A ZEHU N AV ER G TN 73 3. AN, BAFRIA R EAS T “IFAFFRE"HIRRR:
BIRAAET S, HELMRERHE (B35S AZELT) BEERHI 2 9IS,

Issue stock to each shareholder. Although not legally required in most
states, small corporations usually issue paper stock certificates. Enter each
shareholder's name and contact information in the corporation’s stock
transfer ledger.

A share of stock in your corporation is classified as a security under state and
federal security laws that regulate the offer and sale of corporate stock.
However, the federal government and all states exempt most small
corporations from these laws. For example, federal law exempts "private
offerings" a non-advertised sale

to a limited number of people (generally 35 or fewer). Most states have
enacted their own versions of this SEC exemption.

TEAHIEIN L —RAE), (MR ERIU SR
To form a corporation in Delaware, you need to take the steps set forth below.

Gusde to Starting a Corporation in Delaware, USA
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Compliance Requirements

RERCAE 4 Rt 5 R U 2B 3K

P FRHEMNEMAR D BRAB XA T AHELERENE 138 1H ZaiAMNSEHRZFRIR S (Annual
Report) HEMRHFEER (Franchise Tax) . 4NN E] (Foreign Corporation) #F B FELAERENE—1 68 1H#I
RRERIRES. FHR SRR A H50%ET (RIHERASE) 125K 7T GMNATE) , HIFEERMBERTTERRS —
FHRZZ,

P WEER “BRANRITRH G E TERFEER, UREFEERTNLT5ET, NER RERZEEERSSE, N
RIEFITEERIMNA005ETT. XM 757%, RS FITE SRR ENEL/9200,000% 7T, KB QT 7250,000% T 52
BIFUHRF L BRI ETEE 5,000% 7T, WHREE RS ¥ HEEEE RIS

P IRABETRIZIR R FHEMERAPFITFLER, N ETREmE IH200= TR TR H R EAR S AT S A 1.5%89F]
BT IMN A BINRIZET R R FHR S, W TBHAN 1255 7TRITIM.

Comply with Delaware Annual Report and Franchise Tax Requirements

All corporations incorporated in Delaware must file an annual report and pay franchise tax. The taxes and annual
reports of corporations must be received by the Delaware Division of Corporations no later than the following
March 1st after the end of calendar year. Foreign corporations are required to file an annual report by no later
than the following June 1st after the end of calendar year.

The annual report filing fee for domestic corporations is USD50 plus franchise taxes due upon filing of the
report. The filing fee for foreign corporations is USD125.

P The minimum franchise tax is USD175 for corporations using the authorized shares method and a minimum
tax of USD400 for corporations using the assumed par value capital method. The maximum franchise tax is
USD200,000 for both methods, unless it has been identified as a large corporate filer then the maximum
franchise tax will be USD250,000. Corporations owing franchise taxes USD5,000 or more pay estimated taxes
in quarterly instalments with 40% due June 1, 20% due by September 1, 20% due by December 1, and the
remainder due March 1. Consult with Kaizen consultants for more details on the Delaware Franchise Tax
Calculation.

P The corporation’s penalty for not filing a completed annual report on or before March 1st is USD200.
Interest at 1.5% per month is applied to any unpaid tax balance. Foreign corporations are assessed a penalty
of USD125 if the annual report is not filed on time.

Guade to Starting a Corporation i Delaware, USA
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Comply with Other Tax and Regulatory Requirements

BT EZERINERHNERA
BIEG AR R EIRFIHS
(Employer Identification
Number) . EABIRATABE
Ett=%2S (SSN) , W@
I EEERBEMNERFAITLER
BREIRFRES. BN, REEE
HHF A, ARRIFEZES.

Your corporation must
obtain a federal employer
identification number (EIN).
EIN can be obtained by
completing an online
application on the IRS
website if the responsible
person has SSN. Otherwise,
EIN application can only be
filed via postal mail.

EEiRF4S (EIN)
EIN

HRMNBRABNAERRER
ERSER, TLUEREASA
B AT, N6 0@ A 4R
RXH2ERFAEFH2553K
180 B RAG WML IR E
EFFia 2 al, AR FEEFIA
BV B R TIR 32 HR.

Only the corporation whose
shareholders are all tax
residents can elect S
corporation status for tax
purposes, it must submit
Form 2553 Election by a
Small Business Corporation
(signed by all the
shareholders). The election
should be filed within two
months and 15 days after
the beginning of the tax year
the election is to take effect,
or at any time during the tax
year preceding the tax year
it is to take effect. See the
IRS S Corporation Fact Sheet
for details.

ST IR
S Corporation Filing

TR MNRD B RATRE
EREFFELVHRR, HEFR
ERFEPLEEVHER, SEH
FHIEN R BIFEE L S KkE
BEFFTERE X FHED
J2IRBAIR)E .

Depending on the type of
business and where it is
located, your corporation
may need to obtain other
state and local business
licenses.

2R
Business Licenses

FINNFINA EEBREATENAT, XEAE:
Additional tax and regulatory requirements apply to your corporation. These include:

Gusde to Starting a Corporation in Delaware, USA
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Taxation

FRETERRENT R SHERHBERARLICMHEIIREENAHRFTEHN, &
1R AHEERT, WMy MEESE4A 1532 AR 3PS R IR R 5
RN A BIPTS B R IREM T ERFRIR B 5 S R MNP S BB R B/l

1 Frigst $8.7%.
4R

Every domestic or foreign corporation doing business in Delaware that is

COI'pOI' ate not specifically exempt must file a Delaware corporate income tax return
Income and must pay a Delaware corporate income tax of 8.7% on the
Tax corporation's federal taxable income from Delaware sources, or income

apportioned to Delaware. Delaware law does not require the payment of
a minimum corporate income tax.

. EFHIEMNEEHES R B AEMNBA D B FRA B TR SN
2 E'\ l-lﬁ[ . ZMERIBEATLEERME R, BAITE0.945%--0.7468% 2 & 5l

éﬂi A corporation doing business in Delaware with receipts from Delaware
I'OS? sources is subject to Delaware gross receipts tax at various rates
Recelpts (currently ranging between .0945% and 0.7468%) depending on the
Tax nature of the business conducted in Delaware.

RIEEFS (IRS) ME, FRE RN BIRAR XM IS B NAKRFTEN, &
BB AHEERY, WML NESF4A 15BN AR ZFAERBRE, T
[ENEILIEBEIN10A 158, RE2ER AT, BMEREK T ERRATE], A B0

3 BEHS TEMBFRIRRIELE B (FRREN) Al AFENRRBR, BN E
4EL PR TIFRAIF] B o
GRG0 :
EF *Et According to Internal Revenue Service (IRS), all business entities must file
Federal an income tax return on or before the following April 15th of the tax year,

or Oct 15th with extension, if calendar year is applied on tax purpose.
However, the business entity must pay the tax due in full no later than
Tax the original due date for filing its tax return (not including extensions).
Interest and penalty will be charged on taxes paid late even if an
extension of time to file is granted.

Income

TERFHEEN, AR AT MR N SRR RSN B N A BT MBI SR S PR WA B
JNFRTSTE, (B R E I sE R SHAETS U NFRTEM SRR HRL Eah, SFhrEN e F B UASTIHEER (value-added tax). TERFREEM AR AR 1L
NGV e S T

In Delaware, taxable business entities are only subject to Delaware income tax on Delaware source income, that is, the portion of their
income allocated or apportioned to Delaware. There is no state corporate income tax on goods or services provided by Delaware
corporations operating outside of Delaware. In addition, purchases in Delaware are not subject to sales tax, and Delaware has no
value-added tax (VAT).Therefore, a Delaware corporation is subject to the following taxes:

Gusde to Starting a Corporation in Delaware, USA v i ] 3
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Foreign Corporations Doing Business in Delaware

FrE FHRREMNMNIMRIZ BRI B PR A B, FERHIEMN T R 552 &1, #A AR R E M INSS IR A =R 1R 3 AR XA,
EMARHIEMIMN 2B SIMN A BT FHIEMNIEE — NEMAE M RO AE R AN B L PRt 78
BERER, ERFFEMNNS RN R EREM XS Z BIR6 B R, ZIMN AT TE H R NES HE R AT3IE
BAS o

All corporations organized outside of Delaware must register with the Delaware Secretary of State to do
business in Delaware. Foreign corporations must appoint a registered agent for service of process physically
located in Delaware. To register, file the State of Delaware Qualification Certificate of a Foreign Corporation. The
completed certificate must be accompanied by a Certificate of Existence, dated within 6 months prior to the
filing of the certificate, from the foreign corporation's home state.

Gusde to Starting a Corporation in Delaware, USA 3 it
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