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Strategic Change Plan

Over the past years, the Registry has embarked on a continuous
development program to expand and enhance the level of facilities
and services to the public. In order to implement the department’s
vision of establishing a fully computerised companies registry for
filing, processing, storing and disseminating corporate
information, since 1998 we have formulated and implemented
the SCP. The SCP aims to achieve three strategic goals —
Developing electronic service and wider use of information
technologies, Enhancing quality of information and corporate
compliance and Achieving and sustaining excellence in service
delivery — through the implementation of a number of initiatives
including information technology infrastructure enhancement and
implementation of electronic services. The major initiative in
the SCP is the phased implementation of a new information system
—— Integrated Companies Registry Information System (ICRIS)
to replace the Registry’s previous computer systems and support

the department’s core business operations.

Integrated Companies Registry Information System

ICRIS Phase | was launched on 28 February 2005. Under ICRIS,
all paper documents received will be converted into digitised
images to enable data entry and system verification or online
scrutiny by Registry staff. The new system and operational
procedures have led to a significant reduction in the time taken
to process documents, more timely updating and disclosure of
company information, enhanced data security and integrity and
higher productivity at reduced operating costs. Customers can
conduct searches over the internet on the current data and over
80 million pages digitised images of registered company
document kept in the Registry’s database. The new internet search
services have been well received by the business community.
There are over 1,200 registered online users, including 26
overseas users, and over 90% of company searches are now

conducted over the internet.
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kK R E FUTURE DEVELOPMENT

The Registry is now carrying out some major enhancements to
the computer system to cater for the new requirements relating
to the reserve directors” index and non-Hong Kong companies in
the Companies (Amendment) Ordinance 2003 and Companies
(Amendment) Ordinance 2004. Once these enhancement works
have been completed, the Registry will proceed to develop ICRIS
Phase Il, which will include the implementation of electronic
filing of applications for incorporation and document registration.
It is hoped that Phase Il can be implemented in 2008-09.

Review of Specified Forms

We have completed the review of a set of 14 new specified forms
required by the legislative amendments to Part XI of the
Companies Ordinance under the Companies (Amendment)
Ordinance 2004. These new forms will be introduced upon the

implementation of Schedule 2 of the Amendment Ordinance.
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Company Law Reform

Re-write of the Companies Ordinance

In 2000, the SCCLR published “The Report of the Standing
Committee on Company Law Reform on the Recommendations
of a Consultancy Report of the Review of the Hong Kong
Companies Ordinance”. On the basis of the recommendations
of the Report, a total of 62 items for legislative amendments or
further study have been identified. Subsequently, the SCCLR
undertook a major corporate governance review and issued two
consultation papers, one in July 2001 and the other in June 2003.
As a result of this review, recommendations were made to amend

various sections of the Companies Ordinance.

Over the past few years, the Administration has been steadily
implementing the recommendations in the context of a series of
major companies amendment ordinances, principally the
Companies (Amendment) Ordinance 2003, the Companies
(Amendment) Ordinance 2004 and the Companies (Amendment)
Ordinance 2005. We have, however, now got to a stage when
we have to get to grips with the overall rewriting and restructuring
of the Companies Ordinance for a number of reasons. First, the
implementation of most of the remaining recommendations by
the SCCLR, e.g. re-classification of companies, reform of the
capital maintenance provisions, re-organisation of sections,
simplification of language etc. can be handled only in the context
of a rewrite of the Ordinance. Secondly, we need to resolve
problems inherent in the existing Companies Ordinance such as
structure and accessibility e.g. over-extensive scope and confusing
sequences, and antiquated concepts and unclear provisions
e.g. assuming that communications between a company and its
members will take the form of paper as opposed to electronic
communications. All these impose additional, unnecessary costs
on business. Thirdly, a number of other major common law
jurisdictions such as Australia, Singapore and the United Kingdom
are also engaged in major reviews of their company law. If Hong
Kong does not follow suit, we could find ourselves in a situation
where our company law is not as up to date as some of the

comparable jurisdictions.
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kK R E FUTURE DEVELOPMENT

In view of the above, the Administration has started detailed
planning and preparatory work to take forward the rewrite
exercise, including the design of the modus operandi and the
organisational framework as well as assessing the financial and
resource implications. The plan is to obtain the necessary
approval for the resource requirements in the latter part of 2005
and to start the rewrite in mid 2006.

Review of Accounting and Auditing Provisions of the
Companies Ordinance

The Joint Government/HKICPA Working Group (JWG) was
established in March 2002 to undertake a comprehensive review
of the accounting and auditing provisions of the Companies
Ordinance in the context of the Overall Review of the Companies
Ordinance. Up to 31 March 2005, the JWG had held 34 meetings
and submitted three sets of recommendations to the SCCLR for
consideration and endorsement. The JWG’s recommendations
will be processed in the context of the overall rewrite of the

Companies Ordinance.

Financial Reporting Council Bill

In January 2003, at the request of the Secretary for Financial
Services and the Treasury, the HKICPA submitted proposals to
strengthen the regulatory regime for the accounting profession.
After further consideration within the Administration and in the
light of two public consultations in late 2003 and early 2005, the
Administration proposes to establish a new statutory body to be
named the Financial Reporting Council (FRC). The FRC will be
underpinned by the Audit Investigation Board (AIB) and Financial
Reporting Review Committees (FRRC) drawn from the Financial

Reporting Review Panel (FRRP).
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The AIB will be responsible for investigating suspected
irregularities concerning auditors of corporations and collective
investment schemes listed in Hong Kong. The FRRCs will deal
with suspected non-compliance of the accounting and financial
statements of corporations and collective investment schemes
listed in Hong Kong with the relevant legal and accounting
requirements. The FRC Bill was introduced into LegCo on 29
June 2005. The Companies Registry, along with the SFC, HKEx
and HKICPA, will provide funding for the FRC to the extent of
$2.5 million per annum for the first three years and an initial
set-up cost of up to $2.5 million. In addition, the Registry will

provide accommodation for the FRC.

COMPANIES REGISTRY <{61) - - -



