RIS
General Manager’s
Statement




BRET > FHEGNEATENFERIINELE EEEENEAR o
Together, we have laid an important foundation for

Hong Kong's continuous success and prosperity.
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It's my great pleasure to introduce the work of the Companies Registry in 2013-14. Building on our

previous successes, this has been an excellent year when we successfully implemented the new

Companies Ordinance in Hong Kong.
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Highlights of the Year

| am very pleased to report that the year under review saw the
enactment of 12 pieces of subsidiary legislation that were necessary
for the implementation of the new Ordinance, which came into effect
on 3 March 2014. | believe that the new law provides a modernised
legal framework for the incorporation and operation of companies in
Hong Kong, and greatly strengthens Hong Kong's status as a major
international business and financial centre.

It is also heartening to report that the Registry recorded a strong
financial performance in 2013-14: our profits after tax increased by
about 15 per cent compared to 2012-13. This was mainly due to
the expiry of the business registration fee waiver on 1 April 2014,
which led to an influx of new company incorporation applications in
February and March 2014.

The total number of companies incorporated in 2013-14 was
191,713, which was an 18.1 per cent increase on the previous year.
In the same period, the Registry received 2,547,563 documents for
registration, an 11.1 per cent increase on 2012-13. The number of
document image record searches was 3,557,627, which remained
rather steady when compared to that of 2012-13.

The year also saw the Registry earn two important awards. In
September 2013, we won the Silver Prize, Departmental Service
Enhancement Award (Small Department Category), in the Civil
Service Qutstanding Service Award Scheme 2013. In February
2014, we also received the ‘5 Years Plus Caring Organisation’
Logo in recognition of our supportive organisation culture and
community outreach.
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General Manager's Statement

Breaking New Ground

The implementation of the new Ordinance signifies a major
milestone, not only for the Registry, but also for Hong Kong.

A great deal of hard work culminated in the successful
implementation of the new law. Between February and July
2013, the Companies Bill Team supported the Legislative Council
in scrutinising the detailed provisions of 12 pieces of subsidiary
legislation. In October and November 2013, the Government
promulgated the Companies Ordinance (Commencement) Notice
2013, the Companies Ordinance (Amendment of Schedule 7) Notice
2013 and the Companies Ordinance (Amendment of Schedule 10)
Notice 2013 and completed the entire legislative process of the
rewrite exercise. To prepare for the implementation of the new
Ordinance, we specified a set of 83 forms for use under the new
Ordinance, as well as 9 forms for the Companies (Winding Up and
Miscellaneous Provisions) Ordinance (Cap. 32). We also revamped
the Integrated Companies Registry Information System (“ICRIS") to
incorporate the changes introduced by the new Ordinance.

To publicise this landmark new Ordinance, we engaged in @
comprehensive promotion and publicity programme. Since the
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passing of the new Ordinance in July 2012, we made numerous
briefings and presentations to help different stakeholders better
understand the new corporate regulatory framework. In total,
we have held over 70 briefings in collaboration with business
and professional bodies, universities and other government

departments, reaching an audience of more than 16,000.

We have also established a dedicated thematic section on the
Registry’'s website (www.cr.gov.hk) to provide comprehensive
information on the new Ordinance, including briefing materials
on each of its 21 parts and the 12 pieces of subsidiary legislation.
This online resource also features highlights of the key changes in
17 major topics, as well as guidelines and answers to Frequently
Asked Questions relating to the new Ordinance.

From January to June 2014, a dedicated hotline for public enquiries
and colleagues of the Registry received over 47,000 enquiries
relating to the new Ordinance. We have also provided training and
briefings to Regqistry staff so that they are fully geared to take up
the new roles and functions assumed by the Registry under the
new law.

Much more than this, our publicity campaign has included the
publication of sixteen External Circulars and four Guidelines on the
major changes introduced by the new Ordinance. We sent circular
letters and information pamphlets to over one million companies
on the Companies Register (“the Register”) to announce the
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General Manager's Statement

implementation of the Ordinance and highlight all major changes.
In addition, the new Ordinance was publicised through a broad
variety of media channels, including TV and radio advertisements,
topical articles in newspapers and journals, posters, banners and
more to reach out to the general public. We also leveraged on
Hong Kong’s network of economic and trade offices overseas and
in the Mainland to promote the benefits brought by new Ordinance
with a view to attracting overseas businesses to set up companies
in Hong Kong.

| am very happy to report that this unprecedented exercise has
already reaped fruits. The successful implementation of the
new Ordinance on 3 March 2014 crystallised the efforts of the
Government, members of the Standing Committee on Company
Law Reform, professional bodies and the business sector, as well
as all those who have contributed to the process since mid-2006.
The revamped ICRIS continues to run smoothly, fully supporting
the Registry's new roles and functions under the new Ordinance.
Migration to the new regime by the business community was also
smooth as a result of the wide-ranging educational and publicity
activities undertaken by the Registry. This is perhaps best
exemplified by the high usage rates of the newly specified forms.
We had initially provided for a three-month transitional period from
the commencement of the new Ordinance for the filing of new
forms, but by May 2014 over 80 per cent of the statutory forms

received by the Registry were in the new format.
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New Corporate Regulatory Regime in
Hong Kong

The new Ordinance is divided into 21 Parts, comprising 921
sections and 11 schedules. A total of 12 pieces of subsidiary
legislation were also made under the new Ordinance to provide for
technical and procedural matters. The major initiatives introduced
by this new Ordinance seek to achieve four key objectives, namely
enhancing corporate governance, facilitating business, ensuring
better regulation and modernising the law, a highlight of which is
as follows:-

Enhancing corporate governance

H restricts the appointment of corporate directors by requiring
every private company to have at least one natural person
acting as director;

H clarifies directors’ duty of care, skill and diligence, with a view to
providing clear guidance to directors;

H enhances shareholders’ engagement in the company’s decision-
making process and improves the disclosure of company
information; and

B extends the scope of the unfair prejudice remedy to cover
proposed acts and omissions, so that a member may bring an
action for unfair prejudice even if the act or omission that would
be prejudicial to the interests of members is not yet effected.
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H{EEE Facilitating business

B BS{LZAENFER @ GINBEFAREEE W streamlines procedures in various aspects, such as allowing
BER—HRAENEL T RERTAERE companies to dispense with Annual General Meetings by
g unanimous shareholders’ consent;

m FUEDREAS| A LERBE R 1E A KIS m introduces an alternative court-free procedure for reducing
BT ERRRERT - (ERR—RILLERETTE capital based on a solvency test;

B BR—E£BERNEEMEBARMNSHEIIL ™ introduces a new court-free statutory amalgamation procedure
TG ERENEE S HIZR For wholly owned intra-group companies;

m ERERFERER - ERG/ NS EER H expands the reporting exemptions to make it easier for SMEs to

BRGRRERE opt for simplified reporting;
B ENTIRITEEERERZEENE & ® makes the use of a common seal optional; and

B EFARERAEFREEZ N — AR ® permits a general meeting to be held at more than one location

TREXRE - using electronic technologu.

EBRAEEARE Ensuring better regulation

B EBFATRGMERE (TH"EE,) £ = darifies the powers of the Registrar of Companies (“the Registrar”)
XHEEMEFEEMAaERES - 1854 in relation to the registration of documents and keeping of the

EEEMABERIAVER M ; Register to improve accuracy of information on the Register;
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empouwers the Registrar to obtain documents or information to
ascertain whether any conduct that would constitute an offence
in relation to the provision of false or misleading statements to
the Registrar has taken place;

places greater responsibility on officers of companies by
lowering the threshold for prosecuting a breach and extends it
to cover reckless acts through a new definition of “responsible
person”; and

empouwers the Registrar to compound straightforward, minor
regulatory offences to optimise the use of judicial resources.

Modernising the law

40

Annual Accounting Update 2013

abolishes par value for shares and adopts a mandatory system of no-
par for all companies with a share capital, with a view to facilitating
the raising of new capital and simplifying accounting entries;

abolishes the requirement for companies to have a memorandum
of association, instead of which only articles of association are
now required; and

streamlines the types of companies that can be formed to five
types, with companies limited by guarantee categorised as a

separate type of companies.
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In Closing

The implementation of the new Ordinance in March 2014 marks
the beginning of a new chapter in the development of company
law in Hong Kong. | believe that the changes brought about by
the new Ordinance benefit all companies in Hong Kong, including
their shareholders and directors, and greatly reinforce Hong Kong's
competitiveness as a place to do business.

It has been a momentous year for everyone in the Registry, and |
would like to offer my sincere and heartfelt thanks to all for their
great contribution, perseverance and tireless efforts.

Together, we have laid an important foundation for Hong
Kong's continuous success and prosperity.

o,

Ms Ada LL Chung, JP
Registrar of Companies and
General Manager, Companies Registry Trading Fund
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Commencement of
Companies Ordinance
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