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Answering enquiries on the new deregistration service

REGULATORY OPERATIONS
Striking-Off Action

Since the enactment of section 290A of the Companies Ordinance
in July 1993, the Registry has struck off 97,934 companies which
failed to submit annual returns for two or more consecutive years.
Striking off action was completed at the end of June 1999, and
section 290A was repealed when the Companies (Amendment)

Ordinance 1999 came into effect on 11 November 1999.

Section 291 of the Companies Ordinance gives the Registrar of
Companies a discretionary power to strike off a defunct company
if he has reasonable cause to believe that it is not carrying on
business or in operation. However, as no fee is payable for a
company to be struck off under section 291, this provision has
been abused by many people involved in the formation and
running of companies as an alternative to winding-up. The net
result was that the Registry was providing a free service to these
companies with the cost subsidized by the general taxpayers.

To remedy this undesirable situation, section 291AA of the
Companies Ordinance came into effect on 11 November 1999.
This new provision allows a defunct, solvent private company to
apply to the Registrar of Companies for
deregistration and enables such a company
to be dissolved in a simple, fast and
inexpensive way. With the enactment of
section 291AA, the Registry stopped
accepting applications for striking off action
under section 291. The statutory
deregistration procedure has been well
received by the private sector. In
December 1999, 114 applications were
received but, by March 2000, the number
of applications had increased by ten times to 1,164.
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Prosecutions

In 1999-2000, the Registry continued its prosecution action
against companies and directors who were in default of their
statutory filing obligations. A total of about 191,000 warning
letters were issued during the year. While the number of
companies required to file annual returns had increased by about
6% in the year, the Registry managed to maintain the compliance
rate at about the same level as in the previous year. In this respect,
78.91% of companies filed their annual returns within the
prescribed time limit in 1999-2000, compared with compliance
rates of 79.93% and 78.37% for 1997-1998 and 1998-1999
respectively.

The Registry continued to receive an increasing number of
complaints both from members of the public and other
government departments concerning alleged breaches of the
Companies Ordinance. The majority of these complaints
concerned failure to file annual returns and other statutory returns
and outdated or inaccurate information contained in such returns.
The number of complaints has increased from 76 in the year 1997-
1998, 156 in 1998-1999 to 201 in 1999-2000. Prosecution action
was instigated in appropriate cases after investigations had been

carried out by the Prosecution Section.

During 1999-2000, a total of 152 summonses were issued against
companies and their directors for failure to comply with their
obligations under the Companies Ordinance compared with 301
summonses in 1998-1999. This downward trend reflected
increased public awareness of the Registry’s expanded
prosecution policy and the higher fees payable for late filing of
annual returns.
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Legislation

The Companies (Amendment) Ordinance 1999 was enacted on

30 June 1999 and came into operation on 11 November 1999. The

principal objectives of the Ordinance are as follows: —

= To allow private companies, with the unanimous consent of
their shareholders and which have no outstanding liabilities,
to apply to the Registrar of Companies to be deregistered;

¢ To streamline the reporting of directors’ particulars; and

= To provide for merger relief when companies combine or where

there is a group reconstruction.

In accordance with the Registry’s Strategic Change Plan and the
intention to establish a fully computerized registration and search
system by 2004, preparation of the amendments to the
Companies Ordinance which need to be in place to facilitate
electronic filing, electronic processing and electronic searching
of documents at the Registry has commenced. Similar
amendments to other Ordinances under the purview of the

Registry will also be required.

The Companies (Amendment) Ordinance 2000, which came into
operation on 1 July 2000, contains a number of important
amendments, the main purpose of which is to streamline the
filing requirements, enable companies to pass unanimous written

resolutions and dispense with the holding of meetings.
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