LT

#r (IR
The New

Companies Ordinance

A I?F%@ LN f[h‘ﬁ'ﬁ")

Mrs Karen Ho
Deputy Principal Solicitor
(Company Law Reform)
29.11.2013

(CR) 22z
P R AT A ORI Y (873581%)

Application of new CO provisions to first financial year (s 358)
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The requirements in the new CO in relation to accounting records

(ss 373, 374, 376 & 377), simplified reporting (s 359), financial

statements (ss 379 & 436), directors’ report (s 388), laying reporting

documents before AGM (s 429), summary financial report (s 439)

and revision of financial statements (s 449) apply to a financial year

that begins on or after commencement of the new CO.
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Application of new CO provisions to first financial year (s 358)
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Corresponding requirements in Cap 32 continue to apply in relation
to books of account, accounts, directors’ report, laying of accounts
before AGM, summary financial report and revision of accounts for
a financial year beginning before commencement of the new CO
(Schedule 11 ss 76, 77, 78, 83, 84 and 107(2)).
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ccounting reference period
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367 provides for the determination of a company’s first financial year
and subsequent financial years by reference to its accounting
reference period.
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A company s first financial year after the commencement of the new
CO begins on the first day of its first accounting reference period and
ends on the last day of that period (s 367(1)).
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ccounting reference period (cont’d)
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The financial year is the period by reference to which the company’s
financial statements are to be prepared (s 379(1)).
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For an existing company, the first accounting reference period begins
on the day immediately following the end date of the company’s
accounts for the financial year immediately before the commencement
of the new CO and ends on the first anniversary of that date (ss 368(1),
369(1) to (4)).
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ccounting reference period (cont’d)
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Examples

FriE st 3 pE 0 20145 3] 3}
Commencement date of new CO : 3 March 2014

A FJ
Company A
TFUTEE A © 20137 45 1F 1220145 37| 31F!
Current financial year : 1 April 2013 to 31 March 2014
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End date of company’s accounts prepared under Cap 32 : 31 March
2014
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Company'’s first accounting reference period under the new CO :
1 April 2014 to 31 March 2015
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ccounting reference period (cont’d)
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Examples

B FJ
Company B
FIArFE Ay 0 20147 15| 1F 1220145 125|311
Current financial year : 1 January 2014 to 31 December 2014
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End date of company’s accounts prepared under Cap 32 : 31 December
2014
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Company’s flrst accounting reference period under the new CO:
1 January 2015 to 31 December 2015
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ccountlng reference period (cont’d)
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For a company formed and registered under the new CO, the first accounting
reference period begins on the incorporation date and ends on —
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a date specmed by the directors falling within 18 months after the
company’s incorporation; or
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if none specified, the last day of the month of the first anniversary of
the company’s incorporation (ss 368(2), 369(5) to (7)).
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ntlng reference period (cont’d)
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Every subsequent accounting reference period is a period of 12
months beginning immediately after the end of the previous
accounting reference period and ending on the company’s
accounting reference date (s 368(3)).
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ccounting records (ss 373 to 378)
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pY
E 121(2) of Cap 32 provides that proper books of accounts shall
not be deemed to be kept if there are not kept such books as
are necessary to give a true and fair view of the state of the
company’s affairs and to explain its transactions.
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ccounting records (ss 373 to 378) (cont’'d)
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Under the new CO, the requirement is modified —
p‘F & FE BRI L
The require ent is to keep accounting records that must be sufficient

to —

(a) Hf= 0w i S RHIpYL b
show and expfaln the company’s transactions;

(b) | ,%l YT FIJE@‘; B ANy s S 2
dlsclose WItE] reasonable accuracy the company’s flnanC|aI
position and financial performance; and

(c) T F= Sl P e i ff FriEF] (51373(2)1%) -
enable the dlrectors to ensure that the financial statements
comply with the new CO (s 373(2)).
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ccounting records (cont’d)
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A company that has a sub5|d|ary undertaking must take all
reasonable steps to secure that the subsidiary undertaking keeps
accounting records that are sufficient to enable the company’s
directors to ensure that the financial statements comply with the new
CO requirements (s 373(4)).
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ccounting records (cont’d)
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Other new requirements
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S 375 gives a director an express right to make a copy of the
accounting records during inspection or request for a copy of the
accounting records. Currently, Cap 32 only provides a right of
inspection of books of accounts by the directors.
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S 378 provides that a director may apply to Court to authorize a person
to inspect the company’s accounting records on the director’s behalf. A

person so authorized may make copies of the accounting records.
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Financial statements
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E)lrectors must prepare financial statements for each financial year
complying with the statutory requirements (ss 379 to 387, Schedule 4)
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“Reporting documents” means the financial statements, directors’ report

and the auditor’s report on the financial statements that are required to be
laid at AGM or sent to members (ss 357(2), 429(1), 430(1), (3)).
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Financial statements (cont’'d)
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Al|gnmen of terminologies with financial reporting standards and UKCA 2006
TIRET S — TRAERA . (81357 ~ 379f%)
“accounts” “financial statements” (ss 357, 379)
FEEIMRET — %HFW S TAR AR, (B1379(2) ~ 380(2)f%)
“group accounts” “consolidated financial statements "/

“consolidated statements” (ss 379(2), 380(2))

TRy paffiR — LR, (A1387(7)

“balance sheet” “statement of financial position” (s 387)
TR — P2, (27436(6)(%)
“profit and loss account” “statement of comprehensive income” (s 436(6))
=5 = 1 K fie
i TEFRES (BI3731%)
“books of account” “accounting records” (s 373)
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Financial statements (cont’'d)
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To align accounting and auditing provisions with the Hong Kong
Financial Reporting Standards, the requirement for accounts to
comply with the 10th and 11th Schedules to Cap 32 is repealed.
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Financial statements are to comply with reporting standards issued
or specified by the HKICPA (Companies (Accounting Standards
(Prescribed Body) Regulation Cap 622C and s 380(4), (8)).
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Financial statements (cont’'d)
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Accounting disclosures in Schedule 4 replace the detailed
requirements in the 10th and 11th Schedules to Cap 32 (s 380(3)).
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Information on directors’ emoluments etc (cf ss 161, 161B, 161BB
Cap 32) required to be contained in notes to financial statements (s
383). The detailed prescribed disclosures are set out in
Companies (Disclosure of Information about Benefits of Directors)
Regulation Cap 622G.

17

eoo
o000
- 2nanm eese
eoo0
o0
R A (G81) .
Financial statements (cont’'d)
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Consolidated financial statements
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A hordlng company (except one that is a subsidiary of another body
corporate) must, instead of preparing financial statements, prepare
consolidated financial statements
(s 379).
2B YU ) o TOF R Gl R R S A T R
SR I E%W?Ejiol ﬁ R F fie
Eor a partially owned subsidiary, the exception only applies if the directors

have notified the members of their intention not to prepare consolidated
statements and no member has requested otherwise.

O O EH?H@, PR ESI A (FRA5T205%) -
The holding company’s statement of financial position must be contained
in the notes to the consolidated statements (Schedule 4 s 2).
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Duty to prepare a more analytical business review

o PR ETE T FRORRA o [ R 2 RERR
The new CO require a dlrectors report to rnclude a business review which
should cover the following information of a company

SEF 2% [ O]

a falr review of its business

a;t z Eﬁaﬂlﬁ F;,lfr“ﬁrg%?yj FE[ 4 | Mip Jﬁl_
a descnptlon of its principal risks and uncertalntles

o AT R A A T R YA P N JF?'F i
particulars of any important events affecting it which have occurred
since the end of the financial year

2RISR = E A e R

an |nd|cat|oﬁ of likely future development in its business
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Duty to prepare a more analytical business review (cont’d)

TR AL o G R B E R
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a dlscussmn on its environmental policies and performance, including
compliance with the relevant laws and regulations that have a
significant impact on the company

y&et [k AW Ry > TRy A (hi TR Y

IJE@‘iF?éMJ‘/‘giT"4 ) u%%,l ] (7 mgzpfj IEHRET
an account of |t£ key relationships with employees, customers,
suppliers and others that have a significant impact on the company
and on which its success depends

( 51388 - [ff#5)
(s 388 & Sch 5)

o FOUFRmIA R T T B S e
The requirement for business re |ew is in line with international trends to
promote corporate social responsibility.
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Duty to prepare a more analytical business review (cont’'d)
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The following companies are not required to prepare a business review -

P o pu
companies ¥a|ling with the reporting exemption

T TR W e PR R 2l (EVETE T5%RY FiE
a private compaLy that does not fall W|th|n the reporting exemption with 75% approval
from members
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a wholly owned subsidiary of a body corporate
(57388(3)1%)
(s 388(3))
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A |rect0r is not Ilable for untrue or misleading statement or omission unless he knew or was
reckless as to whether it was untrue or misleading, or there was dishonest concealment of a
material fact (s 448).
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Dispensation with the holding of AGM
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Clrcumstances in WhICh company not required to hold AGM

U ) e R ) 5T612(1) )
If everythlng cf one by written resolution (s 612(1))

SRIRCE - BV R (27612(2)(@) %)
Single member company (s 612(2)(a))

TAGE R (3YB1115)
A ormant company (s 611)
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IE/Iembers unanimous resolution to dispense with the holdlng of

AGM in respect of a particular financial year or for subsequent

financial years (s 612(2)(b))
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Dispensation with the holding of AGM (cont’d)
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Where no AGM is held —
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Directors (falllng which members) may appoint the company’s first auditor
for the company’s first financial year (s 395 & 396(6)).

hglp,‘ﬁ&%b%j IR A ET F&F'l (37430(3)f%)
Copy of fmanmai statements and reports to be sent to the members
(s 430(3)).
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Current auditor deemed to be re-appointed unless he declines (s 403).
L ey U TN S e A e LN SR R [SY R (37
N b

If reappointment declined, members replace retiring auditor at a general
meeting (s 396(3)).
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Dispensation with the holding of AGM (cont’d)
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AGM is required to be held after dispensation if -
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a member requests the company to convene an AGM by giving
notice to the company not later than 3 months before the end of
the statutory period for holding an AGM (s 613(5)).

VIS RIS [ - SR (5
the unanlmous resolution for dispensing with holding an AGM is

revoked by an ordinary resolution (s 614).
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