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Prosecutions

In July 2002, there was an important change in the Registry’s
procedure regarding the prosecutions of filing offences under
the Companies Ordinance. The practice of routinely issuing
reminder and warning letters to each company and their officers
which failed to file annual returns or comply with other reporting
obligations under the Companies Ordinance within the
appropriate statutory time limit ceased as the improvement in
compliance rate brought about by the practice had been
disproportionate to the time consuming procedures and level
of resources involved. Henceforth, the Registry only issues a
warning letter to a company which has breached its filing
obligations or which has filed relevant documents beyond
the statutory time limit. Those companies not complying with
their filing obligations according to our warning letters are
prosecuted. In 2002-03, 80.4% of companies filed their annual
returns within the prescribed time limit compared with
compliance rates of 81.2% and 78.1% for 2000-01 and 2001-02
respectively.

During the year, the Registry received 282 complaints from
members of the public and other government departments
regarding alleged breaches of the Companies Ordinance,
compared with 206 and 198 complaints received in the years
2000-01 and 2001-02 respectively. Most of the complaints
received this year concerned false or misleading information
relating to applications for deregistration of defunct private
companies, failure to report the address of the registered office
of the company, failure to file annual returns and other statutory
returns, and outdated or inaccurate information contained in

returns.
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In 2002-03, a total of 275 summonses were issued against
companies and their directors for failure to comply with their
obligations under the Companies Ordinance, compared with
261 and 170 summonses issued in 2000-01 and 2001-02
respectively. Details of the listed companies prosecuted together
with the offences and penalties imposed by the court are given
in Appendix D.

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 Ordinance is reviewed regularly
to meet the changing needs of the business community. During
the year, the SCCLR met six times to consider a wide range of
proposals to amend the Companies Ordinance and to continue
with the Corporate Governance Review.

Full details of the SCCLR’s work can be found in the
Committee’s 19th Annual Report to be issued at the end
of 2003.

Legislation

Companies (Amendment) Bill 2002

The Legislative Council formed a Bills Committee in July 2002
to study the Companies (Amendment) Bill 2002 in detail. The
Bill, which was enacted in July 2003, implements Phase | of the
recommendations contained in the SCCLR’s Report on the
Overall Review of the Companies Ordinance which was issued
in February 2000 and the various legislative requirements in
connection with the computerisation of the Registry to be
effected under Phase | of ICRIS at the end of 2003/early 2004.

COMPANIES REGISTRY
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Companies (Amendment) Bill 2003

The Companies (Amendment) Bill 2003 (formerly the Companies

(Amendment) (No. 2) Bill 2002) was introduced into the

Legislative Council in June 2003. This bill contains a number of

major proposals to reform the Companies Ordinance which have

emerged from the SCCLR’s Overall Review of the Companies

Ordinance, the Corporate Governance Review and the Securities

and Futures Commission’s review of prospectus legislation. The

more important items are as follows: —

e Proposals arising from a complete review of Part Xl of the
Companies Ordinance regarding oversea companies and
other provisions in the Ordinance which affect such
companies.

e Remaining items related to the implementation of the SCP
largely concerned with electronic incorporation.

e Proposals to align the definition of ‘subsidiary’ for the
purposes of preparing group accounts with International
Accounting Standards.

e Proposals to improve the prospectus regime to facilitate
market development.

e Proposals to enhance shareholder protection such as the
introduction of a statutory derivative action and expanding

the unfair prejudice remedy.

Other legislative proposals

In addition to the above, another set of legislative proposals are
at the drafting stage. These include measures to update the
Money Lenders, Limited Partnerships and Registered Trustees
Incorporation Ordinances, which are required in connection with
the full computerization of the Registry under the SCP and the
protection of personal data in the public registers kept under
those ordinances.



