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Prosecutions

We have ceased the practice of issuing warning letters to advise
companies and their officers which fail to file annual returns or
comply with other reporting obligations under the Companies
Ordinance within the appropriate statutory time limit as the
improvement in compliance rate brought about by the practice
had been disproportionate to the time consuming procedures and
level of resources involved. With effect from 1 August 2003, the
Registry has adopted the practice of issuing summonses for
summary prosecution against companies in default without any
initial warning. 66% of the summonses issued resulted in annual
returns being filed by the companies concerned prior to the
hearing, indicating that the prosecution policy is achieving its
desired objective. Where an annual return was filed following
the issue of a summons, the prosecution would be dealt with as
a late filing case, the penalty being a daily default fine. In 2003-04,
79.5% of companies filed their annual returns within the
prescribed time limit compared with compliance rates of 78.1%
for 2001-02 and 80.4% for 2002-03.

The Registry received 254 complaints from members of the public
and other Government departments regarding alleged breaches
of the Companies Ordinance, compared with 198 and 282
received in the years 2001-02 and 2002-03 respectively. As in
previous years, the majority of 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annual returns and other statutory returns and outdated or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. Eight of these
complaint cases which concerned more serious allegations
involving false or misleading statements have been referred to
the Commercial Crime Bureau for further investigation.
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In 2003-04, a total of 1,551 summonses were issued against
companies for failure to comply with their obligations under the
Companies Ordinance compared with 170 and 275 summonses
issued in 2001-02 and 2002-03 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
was chaired by a Vice President of the Court of Appeal for the
period up to 31 January 2004 and is currently chaired by a Senior
Counsel in private practice. 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 eight times to consider a wide range of proposals to amend
the Companies Ordinance and to conclude the Corporate

Governance Review.

Full details of the SCCLR's work can be found in the Committee’s
20th Annual Report to be issued at the end of 2004.
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Legislation

Companies (Amendment) Ordinance 2003

The Companies (Amendment) Ordinance 2003 (The Amendment
Ordinance) was enacted in July 2003, and came into operation
on 13 February 2004 with the exception of section 67 in relation
to the index of directors which will become operative at a later
stage. The main purpose of the Amendment Ordinance is to
implement the first phase of the recommendations made in the
Report of the SCCLR on the Overall Review of the Companies
Ordinance and the legislative amendments required in connection

with the implementation of Phase | of ICRIS.

AEAEBBEN (2003 F 2 7 (1657) 15#41)
Staff presenting an overview of Companies (Amendment) Ordinance 2003
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Companies (Amendment) Ordinance 2004

The Legislative Council formed a Bills Committee in July 2003 to
study the Companies (Amendment) Bill 2003 in detail. The Bill
proposed to amend provisions in the Companies Ordinance in
various areas including amendments to improve the prospectus
regime to facilitate market development, amendments to
modernise the registration regime for oversea companies and
amendments enhancing shareholders’ remedies. The Bill was

passed by the Legislative Council in July 2004.

Companies Ordinance (Amendment of Eighth
Schedule) Order 2004

This Order, which was gazetted on 7 May 2004, revises the existing
fee structure to cater for searching company records kept by the
Registry under ICRIS. Upon the implementation of Phase | of
ICRIS, company documents kept by the Registry will be stored in
digitised form and company searches will be charged on a ‘per
document’ basis as opposed to the existing ‘per microfiche’ basis,
giving rise to the need to amend the existing search fee items.

Companies (Amendment) Bill 2005

A further companies amendment bill is planned to implement
the remaining proposals of the SCCLR's Corporate Governance
Review and the first set of recommendations by the JWG which
is reviewing the accounting and auditing provisions of the
Companies Ordinance. It is hoped to introduce this Bill into the
Legislative Council in the second half of 2005.




