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Strategic Change Plan

In realising our vision to offer fast, cost-effective, user-friendly and
high quality services to our customers, three strategic goals were
formulated in the Registry’'s SCP —— Developing electronic
services and wider use of information technologies, Enhancing
quality of information and corporate compliance and Achieving and
sustaining excellence in service delivery. The Registry has made
good progress in the implementation of the SCP in areas such as
developing the new computer system, drafting relevant legislative
amendments and conducting a review of specified forms.

The implementation of the SCP will lead to a significant
reduction in the time taken to process documents, more timely
updating and disclosure of company information, improved
quality of information, enhanced data security and integrity and
higher productivity at reduced operating costs. The strategic
change in the Registry’s mode of operation and computerisation
programme will not stop at the implementation of the SCP. We
will strive continuously to review and improve our services with
the use of state-of-the-art information technologies and
re-engineered business process.

Integrated Companies Registry Information System

In order to support the transformation of the Registry from a
paper-based and labour-intensive system to electronic and fully
automated operations, ICRIS will be implemented in two phases.
Phase | of ICRIS includes replacing the existing computer
systems and infrastructure and database management
enhancement. In addition, a document imaging system and a
workflow management system will be implemented to support
electronic processing and on-line searching over the Internet
round-the-clock. Phase Il includes the implementation of
electronic document registration and incorporation, a customer
service support system and a business knowledge repository.
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In order to implement Phase | of ICRIS, the Registry awarded
two contracts, i.e. the Tender for the Implementation of ICRIS
and the Tender for the Provision of Microfiche and Paper
Document Conversion Services in July 2002. It is anticipated
that Phase | will be implemented by the end of 2003/early 2004.
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Awarding the contract for the Implementation of ICRIS
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Work on Phase Il, which will take about 13 months to implement,
will commence after Phase | has been implemented. It is
anticipated that Phase Il will be implemented around late 2004/
early 2005.

Legislative Amendments

The majority of the legislative amendments proposed by the
SCP to facilitate electronic services have been included in the
Companies (Amendment) Ordinance 2003, and the legislative
amendments in relation to oversea companies and electronic
incorporation have been included in the Companies
(Amendment) Bill 2003.
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Review of Specified Forms

The Forms Review Working Group, established by the Registry
in September 2000, has reviewed and designed specific forms
to cater for the new filing requirements resulting from legislative
changes and the needs of customers. The work of the Forms
Review Working Group is near completion and the Group has
reviewed and designed over 70 forms. During this process, we
have consulted some major customers in order to ensure that
the forms are user-friendly and meet the customers’
requirements. About 60 specified forms will be introduced later
this year when the Companies (Amendment) Ordinance 2003

comes into operation.

Overall Review of the Companies Ordinance
The Overall Review of the Companies Ordinance by the SCCLR
resulted in 62 recommendations for legal reform. They have
been divided into four phases for follow-up action.

Phase |

Phase | comprises 18 items regarding specific amendments to
the Companies Ordinance. The items include: the introduction
of one member and one director companies; removal of
directors by ordinary resolution; indemnifying and insuring
directors in certain statutorily specified circumstances; reducing
the threshold for circulating shareholders’ proposals; giving
shareholders a personal right to sue to enforce the terms of a
company’s memorandum and articles; and removing the need
for court approval for reduction of share capital in certain
statutorily specified circumstances. All these items have been
included in the Companies (Amendment) Ordinance 2003.
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Phase I

Phase Il comprises 19 corporate governance and accounting
items requiring either further study or consultation. All of these
either have been or are being considered in the context of either
the SCCLR’s Corporate Governance Review (CGR) or the Joint
Government/HKSA Working Group’s (JWG) Review of the
accounting and auditing provisions of the Companies Ordinance.
The items include: board structure; appointment of directors;
statement of directors’ duties; self-dealing; proxies;
shareholders’ access to corporate records; statutory derivative
action; and updating the Tenth Schedule regarding accounts.
A number of the items e.g. shareholders’ access to corporate
records and a statutory derivative action have been included in
the Companies (Amendment) Bill 2003 which was introduced
into the Legislative Council in June 2003.

Phase I

Phase Ill comprises 8 items which are not related to corporate
governance but require further study. These include: no-par
value shares; reform of Part XI of the Companies Ordinance
regarding oversea companies; review of the offences and
punishment provisions in the Companies Ordinance; review of
the investigation provisions in the Companies Ordinance; and
recommendations regarding scripless securities. The item on
no-par value shares is the subject of a consultancy and the
items on the reform of Part Xl of the Companies Ordinance have
been included in the Companies (Amendment) Bill 2003.
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Phase IV

Phase IV comprises 17 items largely concerned with the
reorganization and re-writing of the Companies Ordinance; the
categorization of companies; and reform of the capital
maintenance provisions. By their nature, they will necessitate a
complete re-write of the Companies Ordinance. The items
include: re-writing the Companies Ordinance in plain English;
removing the prospectus provisions from the Companies
Ordinance; defining ‘public’ and ‘guarantee’ companies;
reforming Table A (the company’s ‘model constitution’);
reforming section 47A (financial assistance by a company for
acquisition of its own shares); and studying restraints on
issuance of shares for consideration in kind.

The Administration is now considering the best way of taking
forward the rewrite of the Companies Ordinance. In addition, a
Joint Government and HKSA Working Group (JWG) was
established in early 2002 to undertake a comprehensive review
of the accounting and auditing provisions of the Companies
Ordinance. Up to 31 March 2003, the JWG has held 11 meetings.

Corporate Governance Review

The SCCLR continued its comprehensive review of corporate
governance. The SCCLR’s three sub-committees namely
the Directors, Shareholders and Corporate Reporting Sub-
Committees held 8 meetings to finalise their proposals for Phase
Il of the Corporate Governance Review. The Sub-committee on
Corporate Reporting was disbanded in October 2002 in view
of its work being subsumed by the Joint Government/HKSA
Working Group reviewing the accounting and auditing provisions
of the Companies Ordinance.
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A second consultation paper on proposals made in Phase Il of the

Corporate Governance Review was released on 11 June 2003. The

proposals cover a large number of issues as follows: —

Directors’ Duties

Voting by Directors in relation to Directors’ self-dealing
Shareholders’ approval for connected transactions of
significance involving Directors

Transactions between Directors or Connected Parties with
an Associated Company

The Roles and Functions of the Chairman and Chief
Executive Officer

Board Procedures

Audit, Nomination and Remuneration Committees

The Structure of the Board and the Role of Non-executive
directors

Directors’ Qualifications and Training

Directors’ Remuneration

Self-dealing by Controlling Shareholders

Substantial Transactions

The Variation of Class-Rights

The Suitability of Judicial Control, Multiplicity of Provisions
and Class Votes

Company General Meetings

The Responsibilities, Liabilities and Independence of External
Auditors

Corporate Regulation

The consultation will last until 30 September 2003.



