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Prosecutions
In 2001-02, the Registry issued about 169,800 warning letters

to companies and directors who were in default of their
statutory filing obligations under the Companies Ordinance.
78.1% of companies filed their annual returns within the
prescribed time limit, compared with compliance rates of
78.9% and 81.2% for 1999-2000 and 2000-01 respectively.

During the year, the Registry received 198 complaints from
members of the public and other government departments on
alleged breaches of the Companies Ordinance, compared with
201 and 206 complaints received in the years 1999-2000
and 2000-01 respectively. Most of the complaints received
this year concerned failure to report the registered office
address of a company, failure to file annual returns and other
statutory returns, and outdated or inaccurate information

contained in returns.

In 2001-02, a total of 170 summonses were issued against
companies and their directors for failure to comply with their
obligations under the Companies Ordinance, compared with
152 and 261 summonses issued in 1999-2000 and 2000-01

respectively.

Standing Committee on
Company Law Reform

The SCCLR is a non-statutory committee established in 1984.
It is chaired by a Vice President of the Court of Appeal and its
membership comprises representatives of relevant
Government departments, regulators, academics,
accountants, businessmen, company secretaries and lawyers.
Its secretariat is provided by the Companies Registry. The

principal function of the SCCLR is to ensure that the Companies
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Ordinance is reviewed and amended regularly to meet the
changing needs of the business community and regulators.
The SCCLR met six times during the year both to consider a
wide range of proposals to amend the Companies Ordinance
and to continue with its Corporate Governance Review. Full
details of the SCCLR’s work can be found in the Committee’s
18th Annual Report.

Legislation

The Companies (Amendment) Ordinance 2001 came into
operation on 4 January 2002 to enable a listed company
incorporated in Hong Kong, in certain circumstances and
subject to certain conditions, to send a copy of a summary
financial report to a shareholder, debenture holder or any other
entitled person of the company in place of a copy of the
financial documents required to be laid before the company in
its general meeting. The summary financial report in its short
form will reduce the amount of paper involved in the production

of a full set of company’s financial documents.

The Companies (Amendment) Bill 2002 was submitted to
LegCo on 30 January 2002 and a Bills Committee is to be
formed to study this Bill in detail. The Bill will implement
Phase 1 of the recommendations contained in the SCCLR’s
Report on the Overall Review of the Companies Ordinance
which was issued in February 2000. This will include the
introduction of one member and one director companies,
enabling directors to be removed by ordinary resolution, giving
shareholders a personal right to sue to enforce the provisions
of a company’s Memorandum and Articles, lowering the
threshold for circulating members’ proposals, and enabling a
company’s capital to be reduced in certain statutory specified
circumstances without recourse to the Court. In addition, it
will supplement legislative requirements required in connection
with the full computerisation of the Registry under the Strategic
Change Plan (SCP).
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The Companies (Amendment) (No. 2) Bill 2002 is also being
drafted. The Bill will implement a comprehensive review of
Part Xl of the Companies Ordinance undertaken by a Sub-
Committee of the SCCLR in order to streamline and simplify
the statutory requirements for companies incorporated outside
Hong Kong which have established places of business in the
Special Administrative Region. One of the objectives of this
Bill is to balance the needs of regulation through enhanced
disclosure requirements while making the registration regime

for such companies as user-friendly as possible.

In addition to the above, there are two further sets of
amendments which are in the drafting stage. The first of these
concerns measures to update the Money Lenders, Registered
Trustees Incorporation and Limited Partnerships Ordinances
which are all under the purview of the Registrar of Companies
and involves changes to these Ordinances which are required
in connection with the full computerisation of the Registry
under the SCP and to protect personal data in the public
registers kept under the ordinances. Secondly, drafting of
further amendments to the Companies Ordinance has
commenced which will further facilitate electronic incorporation
of companies by introducing a specified form on which the
required information will be provided by the promoters of the
company, together with the inclusion of provisions to protect

personal data supplied to the Companies Registry.

Furthermore, the SCCLR accepted the Hong Kong Society of
Accountants’ proposal to include a new definition of ‘subsidiary
undertaking’ in the Companies Ordinance for the purposes of
group accounting and the drafting of the proposed amendments

is underway.



