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ooooo Companies Registry

Compliance and Enforcement

One of the main functions of the Registry is to ensure
timely compliance by companies and their officers with
their obligations under the Companies Ordinance, including
the filing of annual returns and accounts, reporting
changes of registered office addresses and changes in
particulars of directors and secretaries. This has been
achieved over the past years primarily through the taking
of prosecution actions against companies in default of their
filing obligations. In 2008-09, the prosecution policy was
reviewed by the Prosecution Policy Review Committee.
In view of the economic downturn in the latter half of
2008, the Committee, which is chaired by the Registrar of
Companies, considered that other than prosecution, more
resources could be devoted to education and publicity
campaigns to encourage compliance. As a result, a pilot
scheme on issuing "Notices to File" was launched to
encourage filing of annual returns before any prosecution
action. A brief summary of the pilot scheme is as
follows: —

e Defaulting companies are allowed 28 days from the
dates of the "Notices to File" to remedy their defaults

e Summonses will only be issued for prosecution if annual
returns remain outstanding upon the expiry of the 28
days’ period

Under the pilot scheme, 42.7 per cent of companies had filed
their annual returns after receiving the notices requesting
compliance.
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The table below provides some key statistics on compliance
and enforcement: —

2006-07 2007-08 2008-09 .
oa oa oad ooao
Local Local Local  Non-HK"

O0o00ooOoooooooooooo
Percentage of companies filing 83.3% 83.5% 852%  81.4%
annual returns on time
Dooooon . 6,089 6,135 5,194
Numbers of summonses issued
Oooooooo
Total number of convictions 2,338 2,154 (R0
Hooo $13,497,429  $14,218,990 $14,443,555

Total fines awarded

* 0020040 00(00)00000000000000000000000000000O0O0000000000000000
* A non-Hong Kong company was required to file a full annual return after the commencement of the relevant provisions in Schedule 2 to the Companies

(Amendment) Ordinance 2004 on 14 December 2007.
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Number of complaints

In 2008-09, the Registry received 533 complaints from
members of the public and other government departments
regarding alleged breaches of the Companies Ordinance.
This represents an increase of 25.4 per cent from the previous
year. The table below shows the number of complaints for
the past three years: —

2006-07 2007-08  2008-09

520 425 533
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The majority of the complaints related to company names,
false or misleading information relating to applications
for deregistration of defunct solvent private companies,
failure to file annual returns and other statutory returns and
failure to provide accurate information in specified forms
or returns.
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ooooo Companies Registry

Standing Committee on Company Law Reform
The Standing Committee on Company Law Reform (SCCLR)
is @ non-statutory advisory body formed in 1984 to review
the Companies Ordinance on a regular basis to ensure
that our company law meets with the changing needs
of the local business environment. The Registry provides
secretarial support to the SCCLR, which is currently chaired
by Mr Benjamin YU, Senior Counsel. During 2008-09, the
SCCLR had five meetings and considered a wide range of
proposals to amend and rewrite the Companies Ordinance.
In addition to the above meetings, six papers on various
company law reform proposals were circulated to SCCLR
members for consideration.

The SCCLR will publish its 25th Annual Report on its work
in 2008-09 in the latter half of 2009.

Legislation

Companies (Amendment) Ordinance 2003
Section 67 of the Companies (Amendment) Ordinance
2003, which expands the scope of the index of directors
kept by the Registrar to include details of reserve directors
of private companies, took effect on 11 July 2008. All
other provisions contained in the Companies (Amendment)
Ordinance 2003 had already commenced operation on 13
February 2004.

Companies (Amendment) Ordinance 2004
Schedule 2 to the Companies (Amendment) Ordinance
2004, which aims to modernise the registration regime
for non-Hong Kong companies, came into operation
on 14 December 2007. The remaining provisions in the
Companies (Amendment) Ordinance 2004 relating to
the introduction of new incorporation forms for local
companies took effect on 11 July 2008.



020080 0000 Companies Ordinance

(Dooos)nnd (Amendment of Eighth Schedule) Order 2008
gz00800000(@OOO8)IOO The Companies Ordinance (Amendment of Eighth
O00oo00Oo2004000(00O)O0 Schedule) Order 2008, which introduces new search fees
0000220700 00000000 for the new incorporation forms provided under section 7
oooo0oDO0O0oooooooDoooog of Schedule 2 to the Companies (Amendment) Ordinance
O0000O000002004000 (0 2004, took effect on 11 July 2008 together with the
O)yooooooooooooo corresponding provisions in the Companies (Amendment)

Ordinance 2004.
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Rewrite of the Companies Ordinance

The Companies Ordinance Rewrite Exercise (the "Rewrite")
commenced in mid-2006, following the establishment of
a dedicated Companies Bill Team comprising staff of the
Financial Services and the Treasury Bureau and the Registry.
In 2008-09, the Companies Bill Team has worked full steam
ahead with a view to issuing a draft Companies Bill for
public consultation in late 2009.

In view of the extensive nature of the Rewrite, the entire
exercise has been divided into two phases. Phase | covers
the core provisions under the Companies Ordinance which
affect the daily operation of over 750,000 live companies
and Phase Il will cover the winding-up and other insolvency-
related provisions which are mainly administered by the
Official Receiver’s Office.

In the process, expert advice and inputs were sought
from four Advisory Groups specifically set up to assist in
formulating amendment proposals and recommendations
in various areas of company law. Recommendations from
the Joint Working Group between the Government and the
Hong Kong Institute of Certified Public Accountants, which
was established in March 2002 to review the accounting
and auditing provisions of the Companies Ordinance and
the SCCLR, were also considered. To oversee the entire
process, a Steering Committee, chaired by the Permanent
Secretary for Financial Services and the Treasury (Financial
Services), has been formed within the administration.
Three rounds of public consultation have been conducted
on various controversial issues since 2007. The conclusions
for the first consultation were issued in June 2008 and
the latter two in December 2008 and February 2009
respectively. Through these consultations, controversial
issues were distilled and thoroughly discussed and debated.
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The proposals in the rewrite mainly aim to strengthen
the accountability of directors, improve the transparency
and disclosure of company information, strengthen
auditors’ rights, foster shareholder protection and business
facilitation. Some major proposals are summarised in
Appendix D.

To tie in with the launch of Phase Il of the Integrated
Companies Registry Information System (ICRIS) in 2010-11,
legislative amendments will be introduced, in the form of a
Companies (Amendment) Bill, into the Legislative Council.
The Amendment Bill will seek to introduce, among other
things, legislative proposals to provide for electronic
incorporation of companies and filing of documents as well
as one-stop service for company incorporation and business
registration. We also propose to streamline the company
name registration system with a view to expediting the
company incorporation process and empowering the
Registrar of Companies to change the name of a company
to its company registration number if it fails to comply with
the Registrar of Companies’ direction of change of name.
It is expected that the Amendment Bill will be enacted in
2010-11.
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