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Application of new CO provisions to first financial year
o FEGIBIR @O (55373 - 374 - 3T6/L377H) - AU (55
359f%) ~ WATSHIFR (5379 A36fF) ~ EHHE (F38BMF) -~ iF
W LA IR B ARG PN EIEEL (F4290k) ~ MBS
T (FA4390F ) RAEEIATHR (S5A4490%) HYRE » A FYHTIRBI
AREH - B RGBS - (553585 )
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.
(s 358)
3
esss
o
BN EEM BEERERIRREIRSC (8D
Application of new CO provisions to first financial year (cont’'d)

o EE (LNEIREI) BRAEHT RO HIFI AN BUF AR ~ 1RE -
EHEWE - FIREERFREART RIRCAEEE - MRS
TR B AR E g aEA (72115576 - 77 - 78 -~ 83 - 84
107(2)f5r) -

Corresponding requirements in old CO 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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Accounting reference period

Gt SR A T B R s S AR -
The accounting reference period is the period by reference to which
the company’s financial statements are to be prepared.

FEAEHEES Jr%H”Eﬂ EA%X‘T%%EﬂHﬁJEx&HUE’Jﬂa“EﬁEF A
N ER HE e — HIVE HELG - W HEVEERFH &S (5
368(1) ~ 369(1)@(4){&)

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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Accounting reference period (cont’'d)

Bl

Examples

AL

Company A
HABUERS @ 20134F4H 1H £201443531H
Financial year : 1 April 2013 to 31 March 2014

RIZEE (AEIRET) HEFAVIR HIHRE —H  201493H31H
End date of company’s accounts prepared under old CO : 31
March 2014

TEFREIT » AR EESg T2
201444 H1H %201543H31H

Company'’s first accounting reference period under the new CO :
1 April 2014 to 31 March 2015
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Accounting reference period (cont’d)
BAH
Company B
TEAERE © 2014415 1H 2 20144E12H31H
Financial year : 1 January 2014 to 31 December 2014
TRIEEE CATIRDGI) HEfrIR B BIEi2—H © 20144£12H31H
End date of company’s accounts prepared under old CO : 31
December 2014
RO » ATIHYE[EEET 20
201541 H1H £20154E12H31H
Company'’s first accounting reference period under the new CO:
1 January 2015 to 31 December 2015
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Accounting reference period (cont’'d)
o IREBITIRBIZHI REEMAY AT » HE(Eg 288 - DI R A BRY HHARA -
I EA&E H TR -

For a company formed and registered under the new CO, the first accounting
reference period begins on the incorporation date and ends on —

%%ﬁﬁ%‘% BHAYEHH - 1% B BIRZ A SR R A Ry H B2 691846 H FrY
a (/i‘ate ;pec_ified by the directors falling within 18 months after the

company’s incorporation; or

WLAFEII Y > Bl By i\ SRRIL Ry R e {4 H Fres H (& — B
(55368(2) ~ 369(5) £ (7)fFk) -

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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Accounting records
o & <</4}11l+1§J ) %121(2;{1 210 > AL HHEFRTRIR - LIEE
A R N[O 3 7: R Jefiekee X wIFfERIAL 5 > A RS
EFEH TSRS
S 121(2) of old CO 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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Accounting records (cont’d)

WriRBI T RRE A S E TR DL
Under the new CO, the requirement is to keep accounting records that must
be sufficient to —

(a) HURKSFRRATEINIAL S

show and explain the company’s transactions;

(b) DIGHHAVAEMER - BB A SRV BRI B HRE 5 R
disclose with reasonable accuracy the company’s financial position
and financial performance; and

(c) (HEBRESTECRI B HETT SR -
enable the directors to ensure that the financial statements comply
with the new CO

(ZE373(Q)f%) (s 373(2))
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Accounting records (cont’d)

AU A T > R SRR DB e
Wik 0 LGOI LU N RIS SRS R S Bk T &
FRBIHIHEE (373D -

A company that has a subsidiary 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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Accounting records (cont’d)
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o FAMFFE
Other new requirements

S 3TSIREAREIA T3 A MEE B R G408 - TR EE ORI SOR » B
BORSRALE TSI SOR - 1IN - 8 (ATERRG1) HETHHE S AR AR -
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, the old CO only provides a right of inspection of books of
accounts by the directors.

§5378(TH - EEE A AR I ANREZE R AR AT RO -
e NG (E e e e S N

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

o st BIEAEHEEREAT MRS EEHE AR A
MBS © S )S’a?ﬁﬁ%%ﬁ%fﬁﬁéﬁﬁ%&%ﬁﬁ%&%(
357(2) ~ 429(1) ~ 430(1) F2 () ) -

“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)
o W (AERG) YRR —
Change of terminology
= - TR, (55357 ~ 379f%)
“accounts” “financial statements” (ss 357, 379)
TEEEIRE . TeraWiEsHER, T hraER ) (B379(2) ~ 380(2)fF%)
“group accounts” “consolidated financial statements” /

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

"REARR, — PR ) (55387(R)

“balance sheet” “statement of financial position” (s 387)

TiEEER — "R (55436(6)1%)
“profit and loss account” “statement of comprehensive income” (s 436(6))
RS - TERtaCER, (5B3731%R)

“books of account” “accounting records” (s 373)
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Financial statements (cont’d)

o WA EHE %?E@’*?Hﬂz?éﬂﬂﬁﬁ%&iﬁﬁﬂ (~FE (g
ATAER] (BTHIERG ) #ip) 55622C%H (55:380(4) ~ (8))fFF -
Financial statements are to comply with reporting standards issued
or specified by the HKICPA (Companies (Accounting Standards
(Prescribed Body) Regulation Cap 622C (s 380(4), (8)).

o [RANEEHHEE - HURE (OFEIRE]) TRIOKIIHEFMEE (5
380(3)ff) -

Accounting disclosures in Schedule 4 replace the detailed
requirements in the 10th and 11th Schedules to the old CO

(s 380(3)).
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Financial statements (cont’d)

o WBSHCRINIIGE - HEEEEHMEIER (258 (AEERM))
55161 ~ 161B ~ 161BBf%) - IRV EEEIEHEY (A8 (HKEE
FHEER) Bf) 55622GE (55383f%) -

Information on directors’ emoluments etc required to be contained
in notes to financial statements (cf ss 161, 161B, 161BB old CO).
The detailed prescribed disclosures are set out in Companies
(Disclosure of Information about Benefits of Directors) Regulation
Cap 622G (s 383).
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Financial statements (cont’d)
o LRGBS

Consolidated financial statements

RN (A S — A NERGAVI I A SRS ) JABHE S G B R
TS (5E3791%) -

A holding company (except one that is a subsidiary of another body
corporate) must, instead of preparing financial statements, prepare
consolidated financial statements (s 379(2)).

EIRIER AN AT - FIMER BN ER T SRR AR ST
B ﬁﬁ/x”ﬁﬁa% {THEHER -
For 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.

SREHERIIIEE - AR AT BN R (R4A5E20%) -
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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Auditor’s rights

o IZEHETRHIERHIRER]

Auditor’s rights to information

AL GRIRAERZ B ] SR T R AR A L R A R TR
FTTE MR 35 P R Y ) e e —

S 412 empowers auditors to require information and explanation for
the performance of their duties from a wider range of persons —

(@ AFHNEHAR
an officer of the company

(b) AEHEEABRIL R EEAIMEAE

a HK incorporated subsidiary of the company
(©) HEMEAERSHA BRI

an officer or auditor of such a subsidiary

18
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Auditor’s rights (cont’d)

(d) FFAAFESZHTEAF GO A - BURRE AR ENA
a person holding or accountable for the accounting records of the
company or such a subsidiary

(e) TEARIERISURRER PAIRER - & DL LRI A L2 R A =

any of the above persons or subsidiary at the time to which the
information or explanation relates

PEREL \79%? %&Eﬂﬂ%k“? [EIM R (IJETEREpk ] R A
PN B NEE N e R i u&ﬁﬁ&m%m%m E e
TR R B RN AUS B B0

The auditor of a holding company may require the company to obtain
information or explanation from its subsidiary undertaking that is not a HK
incorporated company, an officer or auditor of such a subsidiary undertaking
and a person holding or accountable for the accounting records of such a
subsidiary undertaking.
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Auditor’s rights (cont’d)
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o ZETARIRK B A& R EHAHAVER (5411 - 555 - 559 - 575(F)
Auditor’s rights in relation to general meetings and written resolutions
(ss 411, 555, 559, 575)

SESTSIERE + AFIERK A E TR SN EREA > BUEFE TR ERE
E@jdfFE’JHHT ’ f:ﬂfffﬁﬁﬁﬂiéﬁ‘ﬂj%_%ﬂ%zzf (EE

S 575 requires a company to give notice of or any other document relating
to a general meeting to the auditor at the same time as the notice or
document is given to its members.

SEBBOMRIUE » A FIAE AL HI R i -

S 559 requires the company to send to the auditor notice of the fact that a
written resolution is passed.

20
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Auditor’s rights (cont’d)
o ZHIFIRHE
Qualified privilege
SBA10MRS T - IZBETHR AT BT TIZ BT (F LR - 53 Bl
HEERR(E - R EHE ISR -
S 410 provides that in the absence of malice, an auditor is not liable for
defamation in respect of any statement made by the auditor in the course
of performing duties as auditor of the company.
EITIZBAETRGT ) IR EREETEHEECE R - SN R (R TR
ARt BRI B A= A I
"Performing duties as auditor of a company" includes making a
statement of circumstances or a cessation statement upon the
resignation or removal of the auditor or when the auditor is not
reappointed.
21
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ZEETHIRER] (48)
Auditor’s rights (cont’d)

o HE(TAZEENEYIE LR AL

Outgoing auditor’s statement of circumstances

S5A25(L)FRICAZ B AR E A BT IR (A BR LY 1B Rt S TR R -
EREATANERT - SHEEE RN FER TR -

Under s 425(1), the auditor's duty to make a statement of circumstances
connected with the cessation of office is extended to situations where the
auditor is removed from office and where a retiring auditor is not
reappointed.

B (AFEIRG) T ESsE H i h EHERTZEEN [55140A(F]

Such a requirement only applies to a resigning auditor under the old CO
[s 140A].

22

11



eseo
ZE RN () .
Auditor’s rights (cont’d)
AVAREG LT I R b Bl » SRR L > 1R ST S E
EHSA RS - RIA SR ERRZ AL (254271%) -
A company is not bound to circulate the statement if the Court is
satisfied that the auditor has abused the use of the statement or is
using the statement to secure needless publicity for defamatory matter
(s 427).
BT /RAER TR R I 0 B Y SO A S TR R 550 (55426(5)
427(5)F) -
The auditor must deliver a copy of the statement to the Registrar for
registration within the prescribed time
(ss 426(5) and 427(5)).
23
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Auditor’s rights (cont’d)

o HETIXEET ] R T BET R IR (55414(5%)

Outgoing auditor may provide information to incoming auditor (s 414)

AT & A SRR BNy A - S E(ERM I o — AR DU BT 5 s
RHVERHTE A EE EAURIERRE - (HRHEE —

A person who is or has been an auditor of a company does not contravene
any duty in law by reason only that the person gives information of which
he became aware in the capacity of auditor to another person —

(@) #Z5— NN TIIZEED
who is an auditor of the com

(b) ZHE— ANCEZER \1E’J&§§zgﬁ? (B EAT I RBRAR © B¢
who has been appointed as auditor of the company but whose
term of office has not yet begun; or

() AFEMZIS— )\T’Eﬂﬂ)‘i’%&%&ﬁﬂﬁé’]giﬁ Bz NEARTEZAE -
to whom the company has offered the position as auditor but who
has not yet been appointed.
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Summary financial reports

o EWIESHE RSN MEGEATEAT (BHHIIREAIAEIRIN)  (554380%)
Summary financial report provisions are extended to all companies except those that
prepare simplified accounts (s 438)

8 (AFRGD T WSSO B AE [$5141CAZE141CGHE]
Under the old CO summary financial report provisions apply to listed companies only
[sections 141CA to 141CG]

PRIE2 2511 (55 446(FF) - A3/ 5] TR ISR ) HL i R SO B I B e U SOAS > DU RS SL
PSR (53439 ~ 441 - 4421%)

Unless prohibited (s 446), companies have a choice of sending to its members a copy of
the summary financial report instead of reporting documents (ss 439, 441, 442)

(REIABSHERS)AB) (5622E%) Hit (AEI( LT AR B SR B
($32M=) -

Companies (Summary Financial Reports) Regulation Cap 622E replaces Companies
(Summary Financial Reports of Listed Companies) Regulation Cap 32M.
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Major Changes
affecting Directors
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Directors’ duty of care, skill and diligence

o E (ATFIRED) FAMNESAT(LEE - 575 RESITERIRR
I A AR 15 7 HHY T DL IR R i
There is no provision in the old CO on the directors’ duty of care, skill
and diligence. The common law position in HK is not entirely clear.

o TEMIRGI T > EEALCH/CPHGEE ~ KI5 RET1175 - AHEEMR
EHEE AP T RO ATE TSI S A IR - BT RE ) —
Under the new CO, a director must exercise reasonable care, skill
and diligence, i.e. the care, skill and diligence that would be
exercised by a reasonably diligent person with —

27
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Directors’ duty of care, skill and diligence (cont’d)

& B i B &
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]G A A ATERT A R SRt A B B Pt TR e & 2y
— MR ~ B R A T REAERT ) R

the general knowledge, skill and experience that may reasonably be
expected of a person carrying out the functions carried out by the
director in relation to the company (“objective test”); and

Z ARG B — IR ~ B sk Bm( T EBER ) (55465
&) -

the general knowledge, skill and experience that the director has
(“subjective test”) (section 465)

o ZHWEINEMNRELES -

The duty also applies to a shadow director.

28
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Transactions with directors

o FRARNRAEIZ I RABIA FHVHEE - DIEAE 2 B A iRy
A e 1§J§ZDBZ$?1£ ElEEEREE
For public companies the prohibitions on loans and similar transactions
are extended to cover a wider category of persons connected with a
director. For example, adult children, cohabitees, parents.

BEEREERENE - AEERGIAL - ARSIENER - f59
BOINETEARGHA (55486f%) -

Connected entity includes family members, person in cohabitation
relationship, associated body corporate, specified categories of trustees
and partner (section 486).
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Transactions with directors (cont’d)

. Q}Er’i/ N EJ SR SRR (Rpl R HUEAE - A RDETT AR S (55496Q2(b)(i)

Disinterested members’ approval of the transaction is required in the
case of public companies (section 496(2)(b)(ii)).

BRIAL - ARESE - H Fé% 'S IR PMERETR AL
FERRALERGIIAL

Interested parties: the relevant directors, connected entities and any
person who holds any shares in the company in trust for these
persons/entities.

30
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Transactions with directors (cont’d)

o EEZRANGFHTHEITHEN S - ABAF AT > A g
% WPMERP AR ERER AR A LAy —5 (585340%) -
Members’ approval is required for directors’ employment for a guaranteed
term exceeding three years. For public companies, the votes of the director
or the person holding shares in trust for him must be disregarded (section
534).

o FRSEIRALIE SRR 2R PR 2 (04 ) i sl Bl iy g B
I?QCE:E‘%T’E&HE@HM » DUR e R E TR SRR R AAR (55516(3) 5521(2)

&) o
The prohibitions on payments for loss of office are extended to cover
payment to entity connected with director or former director and to payment
to director of holding company (section 516(3) & section 521(2)).
31
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HEBENR 5 ()

Transactions with directors (cont’d)

PR ER T A I EE AP BN E (BRI R (A H E
The ambit of disclosure of material interest in contract of significance
with the company is widened

WE TG ) R TR o TMER TEYY
covers “transaction” and “arrangement”, instead of just “contract”

WL RS E] > SEEE A E EfE B AR RS B & (r BRI E R
& o P NALEHIF E R HAIERSN (55536(2) ~ (B)FR)

for a public company, the scope is widened to include material interest
of entities connected with director, except interest that the director is not
aware of (section 536(2), (5))

32
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Business review

o HROIIREFERTRENIMAEFZEFNR > MZFRAEEL TER
The new CO requires a directors’ report to include a business
review which should cover the following information of a company

NEIEBH T EER

a fair review of its business

PANSIITETE 1 DSl e B E PN N: S

a description of its principal risks and uncertainties
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Business review (cont’d)

TE B ES R3 4 - A TR BNEREIEEE
particulars of any important events affecting it which have
occurred since the end of the financial year

AEIEBEE T RE R AR EBIE TR
an indication of likely future development in its business

TR ABINBREBOR R AR A FESTHEAE T ENA
BEEB F R BRI 5L

a discussion on its environmental policies and performance,
including compliance with the relevant laws and regulations that
have a significant impact on the company

34
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CDMPANIESHE:I:THY ::.
ERENR (1) .
Business review (cont’d)
KEIEE R S - R R R o DUR BN AL (S o EH
EEWN - iiﬁﬁ“?ﬂ’]ili%iﬁ\ i BN\ HVE SRR AR
(55388 K ff=£5)
an account of its key relationships with employees,
customers, suppliers and others that have a significant
impact on the company and on which its success depends
(section 388 & Schedule 5)
[ X X ]
AR EMRE ::::
cx;)MPANlEs:f:ls‘rnv ::.
FEBER (@) .
Business review (cont’d)

o NI EIIR GRS -

The foIIowmg companies are not required to prepare a business
review -

MERRSC S TR, HYAE]

companies falling with the reporting exemption

NI TR TR ) HIRANATE] » (EIERT5%HIR Bt A
a private company that does not fall within the reporting exemption
with 75% approval from members

ENEREHTEAEAE (55388(3)F)

a wholly owned subsidiary of a body corporate (section 388(3))
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Thank you
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