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Limited partnership fund –
A new regime

The Limited Partnership Fund Ordinance (Chapter 637 of the Laws of 
Hong Kong) (“LPFO”), which establishes a new limited partnership 
fund (“LPF”) regime to enable private funds to be registered in the 
form of limited partnerships in Hong Kong, commenced operations 
on 31 August 2020. Prior to the introduction of the LPF regime, 
limited partnerships in Hong Kong are eligible to be established 
under the Limited Partnership Ordinance (Chapter 37 of the Laws of 
Hong Kong), but its features were not attractive to private 
investment funds. 

To foster the position of Hong Kong as a premier 
international asset and wealth management centre, 
the new LPF regime has been introduced to attract 
private investment funds (including private equity and 
venture capital funds) to set up and register in Hong 
Kong so as to facilitate the channelling of capital into 
corporates, including start-ups in the innovation and 
technology field in the Greater Bay Area.

Since the introduction of the LPF regime in Hong Kong, 
we are seeing a trend by asset managers (in particular, 
Chinese asset managers) to bring their fund structures 
onshore (as an alternative to limited partnership 
structures in other commonly used jurisdictions such as 
the Cayman Islands).
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We provide below a brief overview of some key features of LPF:

Constitution The LPF should be constituted by a limited partnership 
agreement and should have one general partner and at least 
one limited partner

Liabilities of a 
general partner

- Has unlimited liability for all the debts and obligations of 
the LPF 

- Has ultimate responsibility for the management and 
control of the LPF

Duties of a 
general 
partner

Including but not limited to the following:

- To appoint an investment manager (to carry out the day-to-
day investment management functions of the LPF) and 
independent auditor (to carry out audits of the financial 
statements of the LPF annually)

- To ensure proper custody of assets

- To appoint an authorized representative if the general 
partner is another LPF or a non-Hong Kong limited 
partnership without a legal personality

- To file annual returns and notification of certain changes 
and keep records in accordance with the LPFO

- To appoint a responsible person to carry out the measures 
regarding anti-money laundering in accordance with the 
Anti-Money Laundering and Counter-Terrorist Financing 
Ordinance (Cap. 615 of the Laws of Hong Kong)

Key features of LPF 
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Liabilities and 
duties of a 

limited partner

- Does not owe any fiduciary duty to the general partner, or any 
other limited partner, in the LPF

- Is not liable for the debts and obligations of the LPF beyond 
the amount of the partner’s agreed contribution

- However, if a limited partner in an LPF takes part in the 
management of the LPF (although a limited partner is not to 
be regarded as taking part in the management of the LPF 
only because he conducts a safe harbour activity), the limited 
partner and the general partner in the LPF (and, if applicable, 
the LPF’s authorized representative) are jointly and severally 
liable for all the debts and obligations of the LPF incurred 
while the limited partner so takes part in the management

Safe harbor 
activities 

Distributions

- Right to participate in the income and profits arising from the 
management of the assets and transactions of the LPF

- Does not have day-to-day management rights or control over 
the assets held by the LPF (save for certain safe harbour 
activities)

Activities set out in Schedule 2 of the LPFO, including but not 
limited to appointment of general partner; discussing with and 
advising about the business, prospects, affairs or transactions 
of the LPF; voting for or against any proposed transaction of the 
LPF; acting as a guarantor for the LPF; and taking part in certain 
decisions about the LPF (e.g. regarding the dissolution, term, 
indebtedness and investment scope of LPF, persons 
responsible for the day-to-day management of the LPF and 
entering into contracts regarding the business of the LPF etc.)

Withdrawal of capital contributions and distribution of profits and 
assets are permitted if the LPF remains solvent following such 
withdrawal or distribution

Rights of 
limited partner
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Confidentiality - Particulars of the LPF, the general partner, the investment 
manager and (if any) the authorized representative (but not the 
particulars of the limited partner(s) of the LPF) will be available 
for public inspection

- Dissolution of the LPF without court order is possible in the 
following circumstances:

i. in accordance with the limited partnership agreement 
of the LPF; or

ii. if (a) the general partner or (if applicable) the 
authorized representative of the LPF ceased to be 
such, or any such persons is bankrupt, dissolved or 
dead; or there is a winding order against such 
persons, and (b) the general partner or authorized 
representative is not replaced within 30 days

- The LPF may be dissolved by court order in some 
circumstances (e.g. any partner willfully or persistently 
commit breach of the limited partnership agreement, the 
business of the LPF can only be carried on at a loss, certain 
incapacity of the general partner etc.)

- The LPF may be wound up as an unregistered company in 
accordance with the Companies (Winding UP and 
Miscellaneous Provisions) Ordinance (Cap. 32 of the Laws of 
Hong Kong) subject to certain modifications

Dissolution and 
winding up of 

LPF

Regarding tax treatment, generally speaking, an LPF, like any other private 
equity fund, will qualify as exempt from tax if it satisfies all of the conditions of 
the existing unified funds exemption (UFE) (see: 
https://home.kpmg/cn/en/home/insights/2020/03/asset-management-tax-update-
a-new-limited-partnership-fund-regime-for-hong-kong.html).
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Important: This article is only intended to provide a general outline on the topic and 
should not be taken as formal legal advice. If you would like to know more or require 
assistance, please feel free to contact us.

How we can help

Contact us
Rachel Kan

Managing Associate
SF Lawyers

+852 2833 1688
rachel.kan@kpmglegal.com.cn

Shirley Fu

Partner
SF Lawyers

+852 2685 7828
shirley.fu@kpmglegal.com.cn

Registration of LPF in Hong Kong and migration of funds 
An LPF is to be registered with the Hong Kong Registrar of Companies. An application 
for LPF registration must be in the specified form and be submitted to the Registrar of 
Companies on behalf of the proposed general partner by a Hong Kong law firm or a 
solicitor. In order to be registered as an LPF, a fund must also satisfy the relevant 
conditions under the LPFO. 

An existing partnership established under the Limited 
Partnership Ordinance (Cap. 37 of the Laws of Hong Kong) 
may be registered as an LPF, provided that the relevant 
requirements are met.

Whilst the LPFO is comparable in many respects to limited partnership regimes in 
other jurisdictions such as the Cayman Islands (particularly in terms of contractual 
flexibility and the allocation of liabilities), there are several aspects particular to the 
regime that sponsors and investors should consider when deciding whether to use an 
LPF for a private fund.

At SF Lawyers, we collaborate seamlessly with our network of professionals at KPMG 
to offer a one-stop-shop business solution regarding LPF in Hong Kong from legal, 
licensing, tax and accounting perspectives. If you require any assistance, please do not 
hesitate to approach us, and we will provide holistic, practical and tailor-made advice to 
suit your needs.
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