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1. Audit of Company Accounts

(1) Section 123 (General provisions as to contents and form ef

accounts)

in our Fifch Anmual Report {(Subjects considered during
1988} we referred tCo a number of topics connected with audit of
company  accounks. In connection with section 123 of the
Companies Orcdinance, we remarked {para. 1.7 of the Fifth Annual.
Eeport) that the reasons wﬁy there were so few "adverse opinion”
zudit certificates in respect of the accournts of listed companies
and, relatively Speaking, so many 'disclaimer” certificates
required Zurther consideration. We mentioned that we had raised
the point with the Homg Keng Sociefty of Accountancs and logked

forward rCo resuming discussion on this subject.

Some background explanation seems desirabie although it
must be stressed that what follows is & simplification of what

is, in practice, often a very complicated subject.

The Statement of Auditing Standard Reporting issued by
the Hong Kong Society of Accouncants (Statement 3.102) states

inter alia



1.5

"i0. Thevra are cccasicns when, in crder to convey clesrly

the results of his audit, the auditcer nszeds to depart from

- the form of werding rormallyv uged for ungualifled audit

reporis. Such departures are generally referred to as

qualifications...."

"11. When the auditor is umnable to report affirmatively ...
he should gualify his report by referring to all material

matters abour which he has reservations....'

"3 The nature of Cthe circumstances giving rise Tto a
qualification of opinion will generally fall into one of two

categories

{a)l where there 1s an uncertainty which prevents the
auditors from forming an’ opinion on & matter

(uncertainty): or

{b) where the auditor is able to form an opinien on a
matter but this conflicts with the wview given by the

financial statements (disagreement]"

"22. The forms of gualification which should he used in

different circumstances are shown below.



Natvre of circumstances|Materizl but notg Fundamental
fundamental
Uneertainty 'Sunject teof Disclaimer of
opinion opinion
B Disagreement 1Except fc;’ ﬁdverge
gpinion opinion
i

= In a ‘'subject to' opinicn the auditor effectively
disclaims an opinion on & particular matter which is
considered marerial but not fundamental.

- In an 'except for’ opinion the auditor expresses an
adverse opinion on a particular matter which 1s

considered material bur not fundamental.

- In a disclaimer of opinion the auditcr srfates that he
iz unable toc form an opinion as to whether the

financial statements give a true and fair view.

- In an adverse opinion the auditor states that in his
opinicon the financlal statements do not give a true and

fatr view."

In practice a "digclaimer of opinion" certificate is

usually in approximately the following terms :
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"In view of the significance of the matter referred to

in rthe preceeding wmaragrapnis) we are unable to form an

opinion as to whether the financial statements give a true
snd fair wview 0f the state of the ceompany's affairs as at 3t

December 189 " (Underlining added]).

An  "adverse gpinien” certificate is  normally im

approximately the following terms

"In view of the impact ¢f cthe failure te [, say,
nrovide for the losses on the contracts referred to.above) in

our opinion the financial statements do not give a true and

fair wview of rthe state of the company's affairs as at 31

December 19 B

(Underlining addedl}.

ks was explained im ocur Fifth Annual Report, the
FRegistrar General bas been adwised that he could not prosecute a
director under section 123 of the Companies Ordinance wnere a
“"disclaimer of opinion" type of certificate has been given by the
audifor because, o©f course, the auditor has not stated that the
accounts do not give a true and fair view; he has only stated

that he cannot form an opinion as whether or not they do so.

The Society reported fto us In May of 1989 on the

resulrs of their investigations into the situation in England.
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One par: o0f the infsrmation was that the comment ITom
England was that '""discleaimers of apinien" are not common in this
country'. This rather surprised us because certain differences
in the terminoleogy used In respect of "disclaimer of apinion”
certificarss in the auvditing standards issued in Hong FKeng and
England respectively, led wus to expect that "disclaimer of

cpinicn' cerrtificates would be more common in Engiana thao in

i

Hong Kong.- Apparently, the reverse was true, however, because
according to the Registrar General, as reported in paragraph 1.5
cf our Fifrh Annual Report, it was relatively common for the
accounts of listed companies in Homg Kong to comntain “disclaimer
of opinion" cevtificates but there were seldom, 1f ever, any

"acverse cplnien' certificates.

We had further extensive discussion as to the reasons
fer the alleged greater prevalence of "disclaimers of opinion”
certificates in Rong Kong and whether this greater prevalence was

Justified.

One suggestion whieh we cornsidered was that some
directors in Hong Kong were unconvinced of the need for statutory
audit and were reluctant <o pay the fees associated with
comprehensive programmes of audit cheéks. This, it was
suggested, encouraged auditors to play safe by issuing Ysubject
to" opinions. We asked whether in such circumstances an auditor
should not give an "adverse oppinion" cevtificate bur it was

explained to us that many auditors would mot issue an "adverse
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epinisn' cercificate unless they had in fact carried out a full
asragramme of checks. It was suggested to us that it might be
necessary to consider introducing legislation on the extent of

checks which must bBe carried out during a statutory audic.

It was alsoc suggested to us that one way ©of dealing
with the problem would be to alter the legislation to provida
that a qualified azudit opinion should be deemed to be an “adverse
opinien” i.e. it should be deemed t¢ be an gpinion that the
accounts did nmot give a true and fair view. However this and the
question valsed in rthe paragrach above would be radical
departures from the corresponding provisions inm compavable
jurisdictions and we are unwilling to take such a step at the

present time.

It hecame clear during cur discussions that many of the
points being made related to actual practice, i.e. to the
interpretation of auditing standards in practice, rather tham the
contents of the standards. We decided that before reaching any
conclusion ont this subject, discussions should continue between
the Registrar General and the Scciety to see if they could reach

agreement on what amending legislation, 1f any., was necessary.

We shall resume consideration of the subject when we

hear from the ZRegistrar General on the outcome of these

discussions.
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We also mnoted that the new UK. Companies aAct 1989
which was enacted on 16 Kovember 198% contains (Parc 11!
extensive mnew provisions on the regulation of auditors and we

will studv these in detail as suon as possible.

(2) OEf balance shect financing

We also referred to this subject in our Fifth Annual
Report. We explained that we had noted U.K. press reports to the
effect that, after exteusive lobbying from the accountancy
profession the Department of Trade and Industry intended to
introduce legislation_which would probhibit the non-consclidation
in annual =accounts of artifircislly created ‘''mon-subsidiaries"
which had been producad specifically to tazke borrowings off the
balance sheet. The proposed legislation would reinforce the

principle that sccounts wmust, above all, show "a true and falr

view'.

We also explained that we had asked the Hong FKong
Society of Accountants {"the Society") for their views on the

need for similar legislation in Hong Kong.

At the same time, We asked the Society for their views
on  Exposure Draft 42 on the subject of Tspecial purpose
transaction” which had been issued by the accountancy profession

in England for comments.



The Sociery rvepiied irn early 1%98%. Thew explsained Chat
a famillay form of off balance sheet financing was a "financial
lease” wnich was a lease that transferred subsiantially all the
risks and rewards of ownership (other than the legal titiel of an
assel from a lesscr to a lessee. This subject had already been
dealt with by the Society's SESratemenc of Standard Accounting
Practice Mo, 14, which had become gffective in a case of lesszes
for accounting periods beginning on or afrer lst January 1938.
They alsc explained that another main issue addressed in Exposure
Draft 42 was the "controlled non—subsidiary" referred to In our
Fifrh Annual Report i.e. aﬁ entity which, though in subsCance a
subsidiary cf a répurting gTOUE, did neot fall within the

¥

Companies QOrdinance definifion ¢f & subsidiary, resulting in its
assets agnd liabilities being excluded from the reporting group's
consolidated balance sheet. Thz Society advised that at the time
cf their writing, there were ne indications that .compznies In
Hong Kong were using this or other tvpes of off balance sheet

device.,

The Society also advised rhat, in view of the
foregeing, they had no immediate plan to issue an exposure draft
cr guidelines along the lines of the U.K.'s Exposure Draft &2,
which we understand in any event is still ony in draft form.
They would, however, moniter closely any instances of apparent
abuse in Hong EKong as well as developments on this subject,

whether in the U.E. or elsevhere.
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Finallvy, <the Society advised that they would like tao
draw z clear distinction between cff balance sheet financing as
dealt with 1in Exposure Draft 42 and the off balance sheet
transaction of finameial instifirions. The latter had of course
been arcund for a4 much longer time and Che current concern Was Lo

arrive a2t a fair measure of risks for capital adequacy purposes.

Some of us expressed surprise at the Society's comment
that thers were no indications that companies in Hong Kong were
using the "centrolled non-stbsidiary” ovr eother twvpes of cff
balance sheet device. The view was eXxpressed that business
people in Horng Kong were just as ingenicus as those anywhere else

when IC came Co such matters.

We noted that the new U.K. Ccompanies Act 1989, which
was enacted on 16 November 198%, contained a number o©f new
provisions which are intended co deal with the problem of
"non-contrelled subsidiaries"” by requiring them ta be
congolidated In group accounts, We intend te study these

provisicns in detail as socn as possible.

(3) Ioner reserves of Banks

We reported in our Fifth Annual Report that we had
agreed with the (ommissioner o¢f Ranking that the subject of the
form of auditor's certificate in respect of bank's .annual

accounts and certain related matters would be discussed in the



first instance between himsel?, +the Hong Kong Association e=f

Banks and the Heng Kong Society of Accountants and that he would

come. back to us on this subject.

The discussions are still in progress.

2. Increase of penalties under the Companies Ordinance

The Registrar General, Mr. Gleeson, in his capacity as
Ezgistrar of Companies, submitted to us for informationm a
schedule prepared by him showing proposed incregases in  the
penalties for offences =gainst the provisions of the Companies
Ordinance. He explained that the increases had been the subject
cf intensive discussicns within the Administvation and that the

main ressons for the increases were

{1} the fact that many penalties had probably been too low

even when they were originally imposed;

(2] the effects of inflation; and

(3] the increasing awareness of the need to enforce all the

requirements of the Companies Ordinance more

effectively.



2.2 Mr. Gleeson confirmed that, when the propesals for che
‘nereases were under consideration, Chere had been a penalty-by-
penalty comparison with the corresponding provisions in the U.K.

which were thought to be wery relevant in this connection.

2.3 Mr. Gleeson also confirmed that the proposals did not
include the creatieon of any new offecce =znd that they did noc

substitute a2 prison senfence for what had previously been a fine.

2.4 We advised Mr. Cleeson that we had ne cbjections to the

propasals.

2.5 The proposals were subsequently countained 1in  the
Companies [Amendment} (No., 2] Bill 198% published on 22 December

15849,

3. Insider Dealing

3.1 Qur Fourth Annual Report (Subjects considered during
1987} contained as an Appendix a2 copy of our Second Interim
Report, dated 16 March 1987, to the Financial Secretary om the

subject of insider dealing.



3.3

3.4

In wery brief summary, we concluded that insider
dealing should not be criminalised and that instead the existing
Insider Dealing Tribunal svstem provided for in Part XIIA of the
Securities Ordinance should be retained, with the Tribunal beaing
given powers Co imposa substantial monetary penalties on inslder
dealers and to ban them from acting as directors of, or being
invelved in the management of, any company for & peried up to 5

FEATs.

Draft Securities (Insider Dealing; Bill

During the year, we were given an opportunity, albeilt
on very short nefice, -fo comment on & draft of the GSecurities
{Insider Dezling] Bill, We noted that the Administration hacd
taken the opportunity to dezl with many aspects of the subject
which had aot been veferred to in our Seccnd Interim Report. We
alse noted that the drafr departed in a2 number of respects Irom

our recommendafions viz.

{1} Our Second Interim Report recommended that the existing
provisions under which the Tribunal determined degrees
of culpability should be abolished and that the term
"imsider dealing” should be reserved for conduct which
was deliberately intended to take advantage of
privileged information. However, we alsoc explained
(Paragraph 5, page 2 of the Second Interim Report) that

we were concerned that conduct tending in the same

- iz -
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direction should not be Ignoved and suggesred che
introduction of some cther rterm which would indicate
conduct, including negligence, which was not in itself
ingider dealing but which might lead to, induce or

allow ifcsider dealing by others.

dowever, in the draft RBill the Administration decided
to adhere to the approach in the existing secticn
141H{3} and (4} of the Securities Ordinance, suitably
amended to remove the totion of culpability. The aim
was to give the Tribunmal a free hand to decide who was
an insider dealer, whether or nct an immediate party to
the dealLﬂg; and whe was simply negligent, without
being tied by possibly restrictive definiticens. This
was thought to be particularly important in the case of

a corporate insider dealing.

& number of wus regretted that the Bill did not
introduce fthe two-tier system recommended by us. It
was regretted that the relevant sub-eclause (Sub-clause
13¢4} in the published Bill} did not make it clear that
reglizent condoet weuld not be an insider dealing.
Under the sub-clause, a person in control of a company
could be named as an insider dealer even though he had

been found tc have been only negligent. The term



"insider dealer' c¢arriss a stigme of cdisthonesty,
particularly in other countries where the

1

rechinicaiities of gur legislation are not understood.

{2) our Socond Intetim Report contained a vecommendaticn in
paragraph 27, page 11 rCo the effect that judicial

bunal decision should be expressly

-

review of a Tr

excluded and that instead a general right of appeal to

the Court of Appeal should be granted.

Howewver, the draft did =not exclude the right to a
judieial review acd provided fcor an appeal on a peint
of law alone.

(3) Qur Second Interim Report contained a recommendation in
paragraph 29, page 12, o the effect that kearings of

the Tribunal should continue to be held in private.

The draft, however, provided that proceedings should be
held in public unless the Tribunal considered that, iro
the interest of justice, a sitting or any part thereof

should be held in camera.

During the short time awvailable, we only had an
opportunity to eXpress views on a restrictfed number of other

points in the draft including -
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(1]

The stactutocry defence that a deal encered inte by =
persen “etherwise than with & view to the making of a
profit or the avoiding of a loss [(whether for himself
or another) by the use ¢f relevant informacion.”

{Clause G{3) of the published Bill}.

Mr. Owen pointed out that, at the time of gur mesting,
the draft Bill had not vet been considered by the Board
cf the SFC and explained thet he did not wish to take
up a positicon on this or any other point in the draft
on behalf of the SFC wuntil sucﬂ &.diSCUSEiGﬂ had taken
place. . However, he pointed ocut that there was no
carresponding ''test of intant” defence in the U.S.

legislation on insider dealing.

Other Members, however, supported The inclusion of this

deftence.

The clanse dealing with awavrds of costs in the drafc
allowed the Tribunal to award costs against a person
even 1f he was mnot found to have been involved in
ingider dealing. There was also no provision for

arpeal against the order made under the clause.

{Suitable amendments Were incorporated in the published

Biil.)
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The guesticn was raised cf whather rhe Eill should
exclude bonz fide arbitrage deals, particularly those
relating to taking advantage of inconsistencies in the

respective prices of 4 and B shaves in a company.

Securities (Insider Dealing} Bill 1989 published on 30 June 1989

published
conmments
technical

interest

{1)

Subsequently, we had an opportunity to consider the
version of the Bill and made a substanrial number of
te the Administration. Many of these were of a

drafting mnature but the following were of more general

Clause 5 (dealing in securities)

The guestion was raised cf whether the exercise cof
rights or warrants in respect of shares was coveved by
the Biil i.e. were warrants within the meaning of

"gecurities" in the Bill7

It was observed rthat there were substantcizl
differences between the exercise of a warrant and a
dealing on the Stock Exchange. For example, a person
exercising a warrant was dealing directly with the
company and the exercise was made at a fixed price.

The company had a contractual obligatiom fo sell the
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{2]

shares

rT

tolder of the warran t a fixed price znd could

M

not claim that it had lest an oppertunity te sell at a

nigher price.

On the ether hand, 1f the perseon exercising the
warrant mede hig decision on whethevr or net to exercise
it on the basis of inside knowledge, he could thereby
make a profit or avoid a loss when he eventually

disposed of the shares,

We recommended te the Administration that the Bill

should be clarified on this point.

Clause 9 (certain transactions not insider dealing}

{i) We have already referred to the discussion which
took place when we ceonsidered the statutory
defence in clause 9(3} in the drafc Bill. We
resumed tnis debate when considering the published

Bill.

Mr. Q(wen confirmed that the SFC was strongly
of the wiew that clause %{3}) should be deleted.
It was considered that clause 9(3) constituted a
leophole large encugh to vitiate the operation of
the legislatiom. He pointed ocut that Canada,

Australia, the U.S. and the major European centres

- 17 -
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did not have g "metive" test. There was one in
the U.K. legisiaticen but he understood thar it
would be deleted socon in order to comply with the
rroposed EC directive on insider dealing. There
had formerly been a "molive" test jn the Cacadian
legislation but it had been found o offer many

toopholes and had been repealed.

Mr. Owen's views were supported by a number

of Members.

Other Members felt rhat since the Bill laid
the burden of proef on the persom under
invesrigation by the Tribunal and since, in thas
special cirvcumstances of Hong Kong, there might
from time to time be special pressures o s5ell fer
reasons nob connected with making 2z profit, for
example for emigration purposes, the defence
should be retained. - The defence was in the
eXisting provisions on insider dealing in the
Securities Ovdinance and there was no formal
indication that it would actually be repealed in

the U.E.
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O 2z show of hands, it appeared cthat =
majerity of Members £id not feel strongly about
the provision and that those who d4id were evenly

diwvided abour i

[a

One of our Members was of the wview Chat, up to
clause 9, the Bill was drafted in very wide terms
and extended the definition of "insider dealing”
beyond that found, for example, in the U.K.. He
thought that it was only reasonable that clause 9
should be in similarly wide terms. Specifically,

he suggested two exemptiens

{a) arbitrage (which had already been suggested
at cur previpus meeting when we discussed the

drafr Billl; and

(b} dealings between twe insiders e.g. betwesn
two companies within the same group or
between two brothers who were both
shareheolders in a family—contrelled company.
The purpcese of the legislation should be to
protect the general public, not "equal

insiders.
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[t was incicated to wus that whiiez thne
Administration might be sympathetic te  an
exemption for category (b)), an exempbion £or (a)
was Tet  practical because of the technical
problens Lnvetived in dafining Marbicrage®
satisfactorily. it was poliunted out te us that
thoere was no precedent in the legislation in other
comparable jurisdictien  for an exemption of

arbitrage.

Ancther meémber was c¢oncernsed that i1if Hong
Eong iﬂgraducad an innovative exemption such as
cne for érbitrage, there would be further demands
for exemptions e.g. for computer trading. The
member  in  faveur of  exemption  for  avbitrage
thought that if Heng Xong did nct permic such an
innovation it would be left behind by othex

international finaneial centrsas.

It was indicated to us that there was a view
within the Administration that the lack of an
exempiion for arbitrage dealings of the type
suggested would have a very small effect on the

overall arbitrage market. °
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{3)

We agreed to mncte the suggestion of

a1l

exemption for arbitrage dealings and to recommend

that an exemption for dealings between "equal

insiders" be considerad further.

Clause 13 (Inquiries into insider dealing)

Sub—clause {4} ! "negligent directors'

This subject had also been discussed at

previous Megeting when we considered the drafc Eill.

It was suggested to us on behalf of

ouT

the

Administration that & rezsonable compromise would be

For the Biil to be amended

{al to treat as an insider dealer a director of

insider dealing covperation who consents

aT

to,

connives Iin or knows of the insider dealing in

question; and

(b)Y to introduce a4 new category of ‘'negligent

director" who is not an insider dealer but whose

acts or omissions contribute to the insider

dealing and who is liable to the imposition of

penalties by the Tribunal.
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{4)

(5]

We regarded Cthese proposals as being basically an
acceptance of our original propeosal for a two-tier

system and confirmed that we supported them.

Clause 16 {Incriminating answers)

One member ralised the question of how this
provision weould fit in with the proposed Bill of

L]

Rights. *

It was commented that there appeared to have been
a change in public attitude to some matters such as
insider dealing and that recuiring wiinesses Lo answer
incriminating questions in suco cireumstances appeared

T2 be acceptable nowadays.

Clavse 20 {0Orders ece. of Tribunall

Tt was pointed out that an order made by the
Tribunal under <lause 20(1}(a} only ailowed the
Tribunal to ban an insider dealer from being a directer
of, or being invelved in the management of, é Hong Kong

incorporated company.



=1
|

3B

.39

-
%Y

It was suggested that the provisicn sheould be
extended to  enable the ban to cover overseas
incorporated companies listed on the Hong Kong Stock

Exchange.

Our fceling was thet the propcsed extension was
desicable but Cthere were technical problems {nvolving

extra-tervritoriality.

We await with interestc the outcome of the continuing
congideration of the Bill by the Ad Hoc Committee appointed by

the LegislatCive Counecil. =

4. Purchase by 2 company of its own shares

We referred to this subject in cur Fifth Anmaal Report
{pages 44-48) in the context of our consideration of the relevant
recommendation in the Report of the Securities Review Committee
("The Daviscn Report™). The Davison Report recommended that the
Administration should favourably comsider the merits of
Introducing a treasury stock rule in Hong Keong i.e. of alleowing

comparnlies to purchase their own shares.
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We explained thar we nad dealt with this subject in our

Third BReport (Subjects consideved during 19863 and had

recommended there that -

"la)

(B

unlisted companies only should be zllowed to purchase
their own shares in accordance with cthe same procedures
485 appilied in Britfaing

that the question of allowing listed companies to

purchase their shares should be considered again after

satisfactory legislaticn had been enacted dealing with

{i) disclosure of beneficial cwnership of

shareholdings;

(i1} insider dealing;

{iii}distributable profits;

{iv) fiduciary duties of directors.

We further explained that our recommendations on item

{i} of the list in (b) above had alreadv been implemented earlier

in 1938 in the form of the Securities (Disclosure of Interests)

Ordinance 1988 and that drafting instyuctions had beenm given to

the Law Draftsman in respect of item {ii) and were being prepared

N T



For items (1ii) and [ivi, We hooed thar it would neot be
unraalistic to expect to see legislation on subjects (ii) — {iv)

enacced by the end cf 1989,

In the event, at the ecd of 1989 the positicn cagarding

the four items of legislation was as follows

Item (i} : Securities (DMsclosure of Interests)

Ordinance 1988

This Ordinance had not yet been brought inte operation.
Various proposals for amendment to it were submitted to
us by the SFC and the SEHK during tha year and more
details of rhese discussions are given in the relevant
section eof this Keport. We wunderstand thac the
Administration’s intention is that the Ordinance should
be amended 2s scon as possible te require a perszon who
is under an obligation to notify & listed company of an
item of inferms=trion, teo wnotifvy the SEHE at the same
rime. Once this amendment has been made, the Ordinance
will be brought into operation. The other zmendments
which have been under discussion will be considered

further once the Ordinance Is in operation.



Ttem (ii; : Imsider Daaling

4.8 . We had an opportunity to discuss the draft cof the
Securities (Insider Dealirg] Bill 1989 befere its
oublication on 30 Juna 1989 and more details can be
found [n the relevant secticn of this Report. When the
Bill was published a number ¢f crganisatiouns submitted
their views to the Ad Hoc Committee appointed by Cmelco
to deal with the Bill. Some of these views were highly
critical of certalin aspects of.the Bill and <iscussions
between the organisations concerned and the Ad Hoc
Coﬁmittee of Omeleco were still econtinuing at the end of
1989, We awagit the final decision of the legislative

Council with great interast.

Irem (iii} : Distribatable Profits and
Icem {iv} : Fiduciary Duties of Directors
4.9 We understand that drafting instructions for these two

items were deliverad to the Law Draftsman during the
vear and hope to have an opportunity to comment on the

draft legislation at an early date,

4.10 We decided early in 19%89% that, in view of the progress
with the implementaticon of ocur recommendation for legislation om
the above four subjects, and in view of the continuing and

increasing general interest in the subject, it would be desirable

_ 26 -
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tc resume consideration of the subject cf allowing purchases of
their own shares by listed companies. We therefore wrote to the

S¥C end the SEHK in March asking for their views.

They submitted to us Loy consideration a detailed Joint
RBepert secting out their wiews and recommendations on  Che
subject. This Joint Report was the only item on the Agenda at a
Special Meeting of the Standing Committee held on 9 September.
At the risk of oversimplifying the comprehensive and detailed
contents of the Joint Report, we think that it cam be said that

thne main points made by the SFC and the SEHK were

e
-
e

Favourable considersticn should be given te permitting

companies to purchase their own shares because

{al the benefits te be derived from a comprehensive
share repurchasing scheme generally oultweigh

related costs;

(b} Iinvestors' and creditors' protection concerns
associated with share repurchases can be addressed
by amendments to company law and securities

regulatory requirements;
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{c) the callective sxperience of the U.K., Canads,
Australia and the U.S5.A, supports the views set
aut iz {al and (b} above and can be used to Hong

Yong's advantage;

(d} it would help to level the playing field for Hong
Kong incorporated companies listed on the 5EHK by
allewing them to engage in buy backs of their own
shares to the same extent as foreign domiciled
companiges so  listed™ and by subjecting both
categories o©f companies te c¢ommen buy back

regqulirements.

The Joint Report repeated the arguments which are
generally advanced in faveur cf allewing companies to

purchase their own shares i.e,

(a) it permits & company teo buy out a dissenting

shareholder;

{h) it facilitates the retention of family control:

{z) it provides a shareholder, or the estate of a
deceased shareholder, of a company the shares of
which are not listed, with another potential buyer

for its shares;:



{=]

(it}

et

it permits a company to plrchase shares in
connection with the coperation of employee <share
purchase plans, stock optlen plans or acguisition

PYoOgrammes ]

it provides a company with excess cash with an
alternative me Chod of returning cash to
shareholders for the purpose of  enhancing
sharehcolder walue rather thap having to retain the
cash when faced with unattractive investment

cpportuniities;

it provides management with a defence against

coercive takeowver bids;

it provides management with an alternacive method
of achieving or maintaining an optimal capital

structure;

it permits a company te support the market for its

shares when share prices are depressed; and

it permits a company to reallize cost savings by
purchasing redeemable shares when they are trading
at a price that is less than their redemption

amount.
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A& mumber of these arguments, of course, a&apply only or

mzinly to private companies.

The Jeint Report also listed the arguments wusually
advanced agalnst zllowing companies fo purchase their

own shayes i.e.

(i) dinsider dealing;

(i1} reductien of capital to the detriment of

creditors:

{iiilszhare price manipulation by controlling

shareholders through the use of corporvate funds;

(iv) greenmail; and

(v] non-arm's length transactions with  favoured

shareholders,

As already indicated, the Joint Report argued that the
benefits from permitting purchases outweigh the
disadvantages and that inwestors' and creditors'
protection concerns can be addressed by amendments to

company law and securities repulatory requirements.
Fany 24
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With 2 wiew ¢Co slleowing purchases, the Companies

Crdinance should be amended te provide for the

following peints

(2} Secticn 58(1a) of the Companies Ordinance should
be amended to permit companies Co purchase their
own shares provided such purchases are expressly

permitted by their articles of assocciation.

{b) Any purchases should be subject to prier

shareholders' approval.
(c] Only fully-psid shares can be purchased.

(d] There should be provisicns designed to protect the
creditors ¢f 2 company which buvs back its own
shares, from the possibility of a defaulc
asgociated with a capital reduction attributable
to the purchase; 1in the T.¥. rthis protection 1s
provided by a condition that the shares can only
be purchased out of distributable profits or out
of the proceeds of a fresh issue of shares made

for the purpose c¢f the purchase.
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'e} Shares bought back should be cancelied.

The corresponding provisions in the L.K. Companies Act
1685 sef out detrailed provisioms on the mechanies of the
purchases, including price =nd time liwits, and depending on
whether they are "market" or "cff-marketr" purchases. There are
also important supplementary provisions in the Stock Exchange’s
Listing Rules, The SFC and SEHE recommended in their Joint
Report that the detziled provisions regulating the mechanics of
purchases should be contained in the Takeover Code (in the case
cZ a general cffer) and the SEHK's Listing Rules (in the case of
a share buv-back programme]. We do not think that it 1is
necessary for Cche purposes of this Report te set out these
propesals in defail, especially as they will be the subject of a
cepavrate public consultation exercise by the EFC and the SEHK,

scheduled for January 1990,

After careful consideration of the arguments and
recommendations in the Joint Report, we eventually agreed with
its conclusion that the benefits of allowing listed companies to
purchase their own shares outweigh the associated risks. Qur
decision was Influenced €o 2 substantial extent by a paper
prepared by the City Capital Markets Committee which appeared in
the August 1988 issue of the Bank of England Quarterly Bulletin
and which we considered at pur January 1989 Meeting. The Marksts
Committee examined in some details the arguments for and against

allowing companies Fo purchase their shares and after a review of

- 32
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rhe actual experience since the introducticn of the power Lo
purchase in the U.K. im 1981, vreached the comelusion that "the
ability to repurchase shares is a uvseful weapon In 2 company's

financial armocury'.
We therefore recommend that the Compantes Ordinance be
amended to allow companles to purchase their cwn shares subject

to the feollowing ceondiricons :

{a) the purchase must be permitted by the company's

articles of association;

{b} the pricr approval of the sharsholders to any purchase

mezt be obtained;

(c} the shares to be purchased must be fully paid;

—
L.

)} the shavres must be purchased out of distributable

profits;

{e} the shares purchased must be cancelled; and

{f] there must be prompt public disclesure of all

purchases.



5.1

5.2

it is obvious that the detailed vwegulation of the
mechanics of purchases made under the general enabling provisions
ser -out above will be of the utmost impertance but we do not
think that it is desirabkle to sat out any detailed
recommendations  on this  aspect  until the results of tnoe

fortheowing public consultation exercise by the SFC and the SEHK

are lnown.

5. Qualifications of Companies' Secretaries

We first referved to this subjectf on pages 17 and 18 of

our First Report (Subjects considered during 1984).

Very briefly, the position is that the Companies
Ordinance requires every company te appoint a secretary {section
134] but does net recuire the possession of any qualificaticns by
the holder of the peost. The position was the same in the U.E.
until section 79 of the Companies Act 1980 introduced certain
requirements regarding qualifications to be held by secretaries
of public companies. The section rtequired the directors of a
public company to secure that the secretary of the company was a
personn who, firstly, appeared to them te have the requisite
knowledge and experience to discharge the functions of the
secretary and, secondly, was either an .exlsting company

secretary, or possessed certain legal, acecountancy or secretarial

- 3 -



qualifications ¢r was '"a perscon whe, by wvircus of his helding or
having held anv other position or his being a member of any other
body, appear{ed} to the directors to be capable of discharging
those functiens™ (section 79{1)(2)}. The secticn is now sectiom
2856 of the Companies Act 19385, There 1is still no statuCory
requirement in the U.K. for the secretacry of a private company to

hoid apnv gqualification.

In 1984, the Association of the Imstitute of Chartered
Secretaries and Administrators in Hong Kong ("the Asscociation™)
had approached us with a proposal for the Iintruduction cE =
Tequirement far'écmpanies' secretaries in Hemg Kong to possess
qualificaticns, and, in a number of respects, their suggested

requirements were mote strict than those in the U.K.

We observed. that the principal jJustification for the
introduction of qualifications of this kind would seem to be the
public interest in secuving the due ohservance of the provisions
cf the Companies Ordinance. We acknowledged that the then
existing situation in Hong Kong regarding such compliance was nat
satisfactory. However, we also thought that the situation could
not, generallyv speaking, be attributed to a lack of knowledge on
the part of those responsible and that increased compliance was
far more likely to be achieved by firm enforcement of the law

than by the impeosition of gqualificatiomns.
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We coneiwvded that it would not De appropriate at that

Fime to recommend thait legisl

8

b

tion be introduced along the lines
of secticn 79 of the U.K. Conmpanies Act 1980 but we left it open

to take up consideration of the matter zgain af a future date.

The suljzct was raised again by the Assoclation early

in 1539 &nd was referred to us for further consideration.

In the course oi its detailed submission, the

Association made the following points, among others

{11 Directors were, quite properly, concerned with the
business of the company vather than with 1ts
administration. Many had no recognisad professional
qualificaticns and those who did were more likely rtco
have qualifications and expertise in professional
fields other than the administration of the company as
a legal entity. sdcditignally, there was a growing

recognlition that a company was parC of the econcmic and

social 1life of the community and therefore hac
responsibilities not only te its shareholders but alse
te ite emplovees, its customers, its suppliers and the
community at large. While it had to be recognised that
directors of most companies did remarkably well in
reconciling all or most of these cenflicting claims, no

individual director had this function of the

administration cf the company as his ma jor

- 3B -



resocnsibility. In practice, the company secretary was
considered to be the guardian of the law and even the
neral conscience of the company. The directors
tvpically relied on him to ensure that the company was
fulfilling 1its responsibilities undeyr the law and
bevend that, to society at large. He held a unigue
pasificn at the heart of the business.

(2] Whatever legislation might be producec in the present
increasingly strict resgulatory enviroament, it was
clear that there weve likely to be more far-reaching
changes in corporate administration. The fact of these
changes would undeoubtedly make the work of the company
secretary even more demanding and respomsible, which
weould nof only involve an inerease in the work which
m:ist be done but was sure to raise challenging problems
for the secretary concerning the interpretation and
implementaticon of the legislation. In this regard, it

was the secretary who would be the directors' guide.

The Asspciation claimed that experience showed that
there was a need Tor a person capable of exercising impartiality,
integrity and professional competence, employed in a position of
sufficient senicrity to influence policy énd in a position of
strengfh not less than that of the company's auditer but who,
because he was working within the company, could prevent abuses

befors they happened rather than report on them after the svent.

- 37—
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The Asscciation thought that the company secretary was
the person most likely to be in that postion. He represented the
company to the outside weorld. He signed important communications
for the tompany. It less formal matters he was the person whom
mosL outsiders, as well as shareholders and emplovees, would
regard 25 a person  toe  whem  complainfts or  suspicions  of

malpractice should be made.

The Association also thought that while legal penalties
must exist as a long stop, it was preferable to prevent defaults
and tane need Zor g¢riminal preceedings by ensuring that the
persons responsible for complying with the law were fully aware
of their duties and fully capable of performing them. The
Association submitted that this could be done most Effectiﬁely by
the appointment tc positions of responsiblility of qualified
peaple who were concerned for the maintenace both of the law and
of professional standards of performance and behaviour.  They
also submitted that it was wrong in principle to impose legal
liabilities which were highly complex and technical on the
company secretary, without ensuring by law that he was
appropriately equipped to accept them. The Society insisted that
doctors, dentists, lawyers and accountants, for example, could
not practice unless they wWere properly qualified, on account of
the possible harm which society could suffer when innocently
exposed to the quack or the amateur. The same principle should
apply to public listed companies. The investor should be able to

assume, and soclety had come to except, that those on whom the
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iaw impcsed obllgaticons anz responsibilifties im the public
interest should be qualified by law toe zecept them and that the
public should not wunwittingly be exposec to the uncertain

abilities and standards of the unqualified.

The Association made 1T elear thact it was not
suggesting that the appointment of qualified officers would end
sbuse of the system but argued that it must tend to reduce the
probability of such abuse taking place. They submitted that a
reguirement for qualificaticns and membership of a professional

body would produce the feollowing benefitg

{al The participétion of skilled and gqualified perscnnel in
decision making would greatly reduce rthe risk of
decisions being madse in ignorance of the lagsl position
ar the requirements of codes of practice such as the

Code on Takeovers and Mergers,

{b) The participation in decision making of professional
personnel owing a duty fo their professicnal body would

produce a check on incipient abuse.

{c) In the performancz of his duties, the member of a
professional body would be bBoth assisted and controlled
by that body. The body ecould offer advice and
assistance to the member concerned at possible abuse

and support to the member confronted by actual abuse.

- 39 o
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The Aszsaciation pelnted out that auditors of a2 company
and Its lawyers must be recognised by an appropriate body and
submitted that the =ame orinciples should be applied te the
COMpARY S&CTELary. They stbhritted that iz was Iinconsistent to
require external adwvisors fo be gqualified yet to accept chat

internal advisors, with whow the coopany khad far move dirvect

contact might bhave no gqualificaricns whatscever,

The Asscciation was of the view that section 134 of the
Companies Ordinance should be extended s¢ as te provide thac, at
lzast for listed companies, the secrefary should possess defined
qualifications with =2 statutory requirement that after a
specificd date, no oﬁe could be appointed the secretary of a
listed company. unless he was a member of a professional body
recognlised for tnis  purpese by the Financial Secretarv.
Naturally, the Association coasidered that it should be one of

thesa professicnal bodies.

The Associatrion therefore recpommended the inclusion of

a clause aleong the following lines in the Companies Ordinance :

"Cualification for appointment as Secretary

(1) Subject to subsection (iv} below, a2 person shall not be
qualified for appeintment as secretary of a company to

which this section applies unless either -



{a) he is a member of z professional pody recognised
in Hong Kong and for the time being reccgnised by
the Financial Secretary for the purposes of this

provision;
or
()] he has such cother gualification adequate for the

purposes of this provision as may for the time

being be recognised by the Financial Secretary.

{ii) & body corporate shall not be qualified for appointment

or gualified to act as secretary of a company to which

this section applies.

{Zi1]JA companv to which this section applies is 2 ceompany

the shares o¢or dehentures of which are listed on a

recognised stock exchange.

Nothing in the foregoing provisions of this section
shall disqualify 4 persom, other than a body corporate,
from acting as secretary of a company to which this

section applies if he was so acting om......... 198 =

4# The date ro be inserted will be the date of the
publication of the Bill or the date of any earlierv

Whire Paper."
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Afrer consideration of the desaociation's latest

submissicns we decided rhat, before reaching any decision, we

should consnlt a number of organisaticons for their wviews on

(a)l

(b1}

o)

The Association's proposal that the secretary of a
listed company should be regquired by statuts to have

ceriain gqualificatiocns,

If the answer was in the affirmative, what GChesa

qualifications should be?

Whether the  reqguirment  should be  extended to
secretaries.of unlisted companies which were subject to

prudentizal supervision under statute.
The organisations consulted were

The Hong Kong 4ssociation of Banks

The Hong Kong Management Association

The Hong Kong Federation of Insurers

The Hong Kong General Chamber of Commerce

The Chineze General Chamber of Commerce

Hong Kong Society of Accountants

The Law Society of Hong Kong

The Hong Kong Deposit-taking Companies Association
The Kong Kong Bar Association

The Steock Exchange of Hong Kong Limited
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In summary, all the respondents were in Ffavour of
requiring secretaries of listed companies to have qualifications.
Two .0of them, the Society of Accountants and the Deposit-taking
Companies Association thoughct that the requivements should be
dealt wich inm the Stock FExchange Listing Kules, not 1in tae
Companies Ordinance. The Association of Banks commented that if
it was thought necessary to list the guslifications In both the
Companies Ordinance and the Listing Rules then the reQuiremﬁnts

should be the same in esach case. :

The following organisations commented that corporate

secrefaries should contimue To be permicted ¢

The Hong Kong General Chamber of Commerce
The Chinege Genetral Chamber of Commerce

The lLaw Society of Hong Xong

With regafd to unlisted companies subject to prudential
supervision, there was no general consensus among the consulted
crganisations. Some supported the principle that there should be
qualifications reguirements for secretaries of some types of
these ccmpanies, such as banks and insﬁrance companies, but not
fory others such as travel agents and money lenders. We noted
that in any event secretaries of banks already require the

Commissioner of Banking's approval under the Banking Ordinance.
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Gtners thewght that there should per he statutery reguirements
and that the matrer should be left to the Individual regulatory

autherities.

Ne one  supported rthe idea of extending statutory
requirements for qualifications to Cthe secsretaries of ordinary

privale ccompanies.

The Stock Exchange supplied us with a copy of the draft
0f their then proposed new Listing Rule 5.16 which, in effect,
implemented the Association's recommendations, inclﬁding a ban on
coyporate secretaries. The Rule, in the same form as the draft

supplied to us, came into operation on 1 December 1983.

As the Association's recommendations in respect of
listed companies hawve, in practice, been implemented by the new
Stock Exchange Listing Rule, we have agreed to resume
consideration of this subject again after we have had an
opportunity to see how the new Listing Rule operates, We will

also consider the position of secretaries of unlisted companies

subiect to prudential supervision under statute at that time,



6. Securities (Disclosure of Interests} Ordinance, Cap. 396

{"Cap.

operation.

The Securities (Discloszsure of Intcerescs] Ordinance

396") was enacted in July 19883 but has not ver come into

During the year, we were asked to consider a nmumber of

amendments to the Ordinance proposed by the SFC

(1)

Feporting requirements

Reporting requirements arvrise in rTespect of the
interests of substantial shareholders, directors and

chief executives of a listed company.

In summary, a substvantial shareholder has to
inform the company when he reaches the 10% threshold
and when thaf holding subseqguently changes by 1%, plus
or minus. A director has to inform the company about
every sale and purchase of hkls shares in the listed
company, 1ts subsidiaries and associated companles, as
well as those of shares in the listad company's parent
company, its subsidiaries and associated companies.
The same obligations apply to a chief executive. All
these reporting obligations must be fulfilled within 5

days of the event concerned.
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Wher the company Teceives a2 notification from a
substansial sharsholder, director ov chief executive,

it is chkligec :

(a} to pass the information on te the SEHK and CLhe SFC

by the close of the next business day; and

(k) te make the informaticn availad®le for public
inspection in the relevant registeré within 3 days

of receipt.

Where the 1i5ted ‘company  is itself an  authorised
financial imstitufion, 1.&. a bank or a deposit-taking
COmpany , cr the holding company of an autherised
financial institution, the company must also inform the

£

Commission=sr of Banking by the close of the next

tusiness davy.

When the GSEHK receives an item of information
under (a) above, it must "forthwith" publish it in such
manner and for such period as may be approved by the
SFC. This requirement 1s different from that in the
U.K. 1in that, after the Stock Exchange there has been
informed of the event by the listed company, the Stock

Exchange can publish the information or not, at its

dizscretion.
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The SFC :infcrmed us that it considered thatb the
existing reguirements did not facilitate the release
cf, what would usuallv be, price-sensitive information
to the public. More particularly, they polnted out

that the requirements meant that the listed company

could, potentially, be in possession of price-sensitive

rl

nfgrmation For up to 2 days belore it passed it cn o
the SEHK for publication. The SFC thought that this
created delays and perhaps opportunities for insider

dealing by nfficers of the listed ccmpany.

Thne 5FC thersfore proposed that substantial
sharencolders etc. should be under an obligatiom to
report  the information to the SEHE and the listed
company at the same Cime, ensuring that, in any event,
the information did not reach the listed company before
it reached t£he SEHE. It was also proposed to delete
the obligation cr the listed company to inform the S5FC.
Instead, the SFEHE would liaize informallvy with the

Commizsion and deliver the information to them as

quickly as possible.

Some of wus thought that the additional work
involved for the shareholders by these proposed
amendments was not justified. The reason was that the
great majority of notificartions under Cap. 396 will be

routine, especislly  since directors and chief

Y
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axacuiives have fe report every CransscCion. Surely,
they  arguesd, only a small proportion of these
notifications would contain what could be regarded as
price—-sensitive information and these shouid he dealt

with under the Insider Dealing legistaticn, nct Cap.

39n.,

However, the majority of us accepted the SF(C's
argument and recommend that the necessary amendments be

made in Cap. 396.

On the same subject, the SEHK submitted te us that
1f the proposed amendments were to be enacted, they
snould bLe given the same statutory immunity in respect
of information published by them bona fide as had been
given to the SFC under their incorporating Ordinance.
The SEHE peinted out that tfhevy would be under an
obligation to publish & wvery large wvolume of
information within tight time limits and that, slthough
they would de their best te check on information which
seemed to be price-sensitive in nature, there was
always the chance that the checking procedures would
not be perfect and that an important item of
information would be published which would subseguently
turn out to be false. The SEHK and their staff ought
to be given a statutory immunity in respect of

information published by them bona fide under Cap. 396.

- 4B -
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We agreed with this argument and receommend that
the SEHK be given a statutory immunify but we do so on
the wunderstanding that the SEHE will  implement a
satisfactory checking procedure for zll1 items of
infarmation received which could reasonably be regarded-
as price—sensiﬁive. We make this recommendation with
some misgivings becauss ws recognise that it means that
an investor who has made a bad decision on the basis of
a false pilece of information published by the SEHK
under the Ordinance, will have mo recourse against any
cne except in the highly unlikely event of his being
able to discover who perpetrated the fraud. However,
this Zs an wunavoigadle c<onsequence of granting a

statutory immunity.

Application of Czp. 344 to listed companies

incorporated outside Heng Kong

Cap. 396 only applies to dealings in shares in
"listed companies'. The definition c¢f 'listed
companies'" in section 2 of Cap. 396 makes it clear that
it covers only companiés incorpcrated in Hong Kong or
statutory bodies incorporated wunder Homg  Kong

Ordinances.
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This situstion is the same as that which exists
under rthe corresponding legislaticn in the U.K., from
which C(Cap. 296 is cerived. This situation 1is
consistent with the usual U.K., approach which is te
leave nverseas companies which have established a place
ot business in the U.K. to be regulated to a very large
extent by their dcomestic Companies legislafion and Lo
require them to comply with only a limited number of
provisions in the U.K. legislation. The U.K. leaves it
to The Stock Exchange Auvthorities and the Listing Rules
to  reguire overseas listed companies to  impose
conditions i their articles of association  or
equlivaleni which in effect constiture a contractual
obligation for the shareholders tc¢ comply with the

disclosure reguiremsnts.

We made it clear when we submitted our originai
recommpendations on which Cap. 3%6 was based that we
expected the same procedure to be followed in respect

of overseas incorporated companies listed in Hong Kong.

During the year, however, the 5FC submitted to us
that it would not now be apprﬂpriate-tﬂ follow the U.E.
precedent. They poiunted ocut that Hong Kong is now
unigue in respect cof the number of ovérseas companies
having their primary listings here. The phenomenon is

political in origin and is too well-known to regquire
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anv explanation of the mechanics here. What 1is
impcriant is that,. in wmest cases, although the listed
holding company o a group 1is inceorperated in,
tvpicaliy, Bermuda, all the rezl assets of the group
and almost all of its staff and actual operating
subsidiaries remain here in Hong Kong. In most cases,
the majority c¢f the shareheclders alsc reside in Hong
Kong. The mumber of such companies is large and is

growing monthily.

The SFC argued that it Waé not appropriate Lo try
o apply Cap. 396 te these gverseas holding companies
by means of the Listing fSules and individual companies'
articles of association. ©Such a non-statutory approach
might work in Londcn where rthere were only &
comparatively few overseas companies lizted but it
wonuld not work satisfactorily in Bong Kong where
overseas companies make up a very large and growing
percentags of the total rumber of listed companies.
The SFC pointed out that the only remedv for breach of
Ligting Fules was delisting and this would often be

inappropriate in discleosure situations.
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The SFC therefcre recommended that the definition
cf "listed compaﬂy“ in section 2 of Cap. 396 be amended
to cover oversess Iincorporated companies with a primary
listing on the SEHE. This propesal was =sCrongly

supported by ths SEHK.

fo help us with our consideration of the proeposal,
pur Secretary produced a detailed paper in which he
referred to the many problems, particularly with regard
te extra-territoriality and enforcement o©f the

so—called "freezing orders” made under Cap. 396, which

would arise if we agreed rthe SFC's and SEHK's

recommendation.

The SFC accepted that technical preblems would
exizt 1f we agreed with their recommended amendments
but assured us that they were confident that, if the
Ordinance Was amended to extend to OVerseas
incorporated listed companies as proposed, thev wculd
bz able to overcome these problems in practice and o

enforce the legislation effectively.

We accept that it is highly desirable that the
disclosure requirements of Cap. 3%6 should apply to
overseas listed companies with primary listings in Hong

Kong. Whatever the technicalities may be, we have no
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(3}

doubkt cthat these groups are, for all opractical
purpases, Hong Kong groups with the great majority cf

their assets, staff zpg shareholders situated here.

dccordingly, on the basis of the S5FC's assurance
that they can overcome the technical problems pointed
out by the Secretary in respect of enforcement, we
recommend that OCap. 396 be extended to apply to
overseas incorporated holding companies with primary
listings In Hong Kong. It may be that the best method
of achieving this end would be to extend the Ordinance
to all oveféeas incorporated companies and grant the
SFC 2 power to exempt any company Which the SFC are

satisfied has its primary listing outside Hong Kong.

Proposed deletion of exemption for discretiomary trusts

in section 14(1}{a}

section 14 of Cap. 396 contains a 1list of
interests in shares which are to be disregarded for the
purposes of the reporting obligations imposed on
substantial shareholders- by the Ordinance i.e. such

interests need not be reported.

Included in the list, at sectiom 14{1}(a}, is Many
diseretionary interest" i.e. any interest in respect of

a discretionary trust.
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This exempticn 1s based cn  the corraspeonding

exemption in section 209 oI the U.XK. C{lompanies Act
1985, Tt was originally introduced by the Companies
Act 1967,

During the wvear, the B3FC urged us bto recommend
that this exemption shouid be repealed because it
constitutes an cbvious loophole for avoiding the

requirements of Cap. 396.

The SFC explained that the settler of =&
discretionary trust might not, as a matter of law,

dir

m

ct the trustees as to how they should sxercise
thelr discreticn. In practica, however, the sertlor
usually controlled the rrustees' discretion by one of
several mezans. Firstly, the settlor could be a2 trustee
of the trust. Secondly. the settlor could make it a
condition precedent to the exercise the trustees'
discretion that consent from a2 specified person
(including himself) to the exercise of the discretion
be obtained by the trustees before the discretion was
exercised. Thirdly, the settlor will have appointed
the trustees to act and may have retained a power of

revocation and appeintment.



&.30

But, said the S5FC, mecst frequently the settior's
views on the ways in which he hoped (and in practice
secured! that the trustess would exercise their
discvetion was set cut in a written statemant. Such a
statement was normally expresssd not te constitute a
legal obligaticn or restriction on the trustees and was
commonly c¢alled "a statement of wishes”. As  the
trustees would often be professional trustees, such as
solicitors, accountants, bankers or trustee compatnles,
they would have no interest in  exercising their
discretion contrary to the settlor's wishes and would
have the strongest motive for complying with Cthose
wishes viz;lthe maintenance of a good relationship with

the sectlor.

The SFC submitted that it would be seen from the
above that a discretionary trust provides a sound
vehicle for a person te divest himself of the legal
ownership of an interest in securities which should
otherwise be disclosed, while =still maintaining an
effective control of that holding. This, said the SFC,
enables the. settlor to defeat the purposes of the

Ordinance easily.

The SFC also poioted out that the exemption did
not  apply iIin the case of directors and: chief

executives, who had to give details of discretionary
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interests. In additieon, whenn a listed company
conducted an investigation inte share ownership under
sectien 18 of Cap. 394, the person who was reguested to
cive details of his interestcs in the shares under
investigation must reveal any discrefionary interestCs.
Why shnould the company have to go to Tne expense
and trouble of an investigation under section 18 to

obtain details of discretionary interests?

The SFC:a;cepted that, although the exemption had
been in existence in the U.K. since 1967, there was no
evidence of én? cotncern by the authorities there about
abuse of it to avoid the disclosure reguirements, The
SFC argued, however, that the authorities there were
not aware of the extent of the problem of avoidance ot
the disclosure requirements because, by definiticsa,
intereses heid in discretionary trusts were 1ot
disclosed te them. Though examples of abuse might have
come fe their attention, the lack of concern apparently
shown by Ethe authorities in the U,K. <could not te
conelusive that no seriocus problem existed. In Heng
Kong, on the other hand, the SFC had evidence of plans
to use the exemption te avoid disclosure on a sericus

scale and they were anxious to stop this happening.
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The BS8FC's prooeosals led to lengthy discussicns

with some of us in favour cf deletion and some against.

Those in favour of deletion of the exemption for
discretionary trusts agreed with the SFC that it
praovided an obvious loophole for avoidance of Cap. 3%0
on a serious scale and snould tharefore be closed. it
was pointed ocuf that, at one time, discretionary trusts
had been the favourite method of avoiding estate duty
in the U.K. until ths asuthorities there had taken steps
Lo contrpl their use. Nowadays the use of
discreticnary trusts could actually involve some tfax
disadvantages in the U.K. a&and that was the reason why
they were net as popular as in Heong Kong, although
there seemed tc have been a mild resurgence in Cheir

popularity recently.

Those against the deletion of the exemption argued
that, by definitien, a discreticnary ohject, 1i.e. a
potential beneficiary under a discretionary trust,
could not know whether he had an interest in the trust:
he would not know until he actually received a share.
How, therefeore, could he notify a company about his

interest in ig?
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The opponents c¢f deletion pointed cut that, frcm a
legal peoint af view, any "statement of wishes" given to
the trustees by the sertlor was iust that, and did not
bind the trustees. Any trustees who simply followed
the settlor's wishes without  exercising genuine
diseretion might find themselves held te be in breach
of crust 1f proceedings were taken by a discretionary
object who did net actually receive any share in the
trust. The opponents of delerion thought that the
advocates were arguing that there were few, 1f any,
penuine discretionary trusts in Hong Kong 1.e. that
most so—-cdalled discretionary trusts were shams and that
the trustees did neot exerciss bona fide discretiom.
But surely, the cppenents of deletisn argued, a sham
discretionary rCrust would net be entitled to the
exemption in section 14(1)(a) anyway? How could the
SFC confidently prediect abuse of the exemption, which
had net vyer even come inte’ operatiocn, when it had
existed in the U.K. for 22 years without complaint from
any one? If it was being abused ia the U.X., surely
the Government or the Stock Exchange or the listed
companies would have become aware of this in the course

of their memercus investigations inte share ownership

in the U.K.?
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The opponents of deletien of the exemptlon peinted
out that discretionary trusts were used bona fide con a
large scale in Hong Kong for personal financial
planning purposes and urged that the exemption should
not be deleted unless further intensive consultation

with the private sector took place first.

Aftrer lengthy discussions, we all reached common
ground in agreeing that there should not be a
requirement for genuine discretionary objects to rTeport
under Cap. 394. However, we alsoc agreed that the
exempfion for discreticnary interests snould not
providé 2 1oophole for awvoeiding the disciosure

requirements of Cap. 396.

At one stage wWe reached the tentative conclusion
that we should recommend :
fa) that the existing exemption for discretionary

interests in Cap. 396 be deleted; and

{b) there should bhe a new provision requiring
disclosure by any person who retains a measure of
control over the capital of a beneficiary trust or
in accordance with whose instructions as to the
management of the capital assets of the trust, the

Lrustees are accustomed o act,
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Eventuall however we concluded that a
F’J b}

X

preferable appreoach would be

{al o retain the existing exemprtion ©of discreticonary

inrerests in secticn 14(1){a), but

{h) to set  gut the circumstances in  which an
arrangement would be deemed mTot to be a
Gilscrectiopary interest for the purposes of Cap.

396.

We understand that the Adminiscration will carry
out further consultatioms with the banking sector and
the professions on this proposed amendment. — Once this
has been done and the draft legislation prepared, the

matter will be referred to us for consideration again.

For the avoldance of doubt, we confirm that there
should not be a requirement for disclosure where the
instructions referred to in (b} relate only to pavment

of dividends received on the shares concerned.

"Concexrt party’ provisicns

The SFC drew oidr attention to an inspection
recently concluded in the U.K. into the County

Natwest/Blus Avrew Ltransaction in 1987. In the
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inspector's tTeport, certain provisions of rthe U.K,
Companies Act had been commented upen. The same

provisions appear in Cap. 396.

The ceomments concerned the application of the
concert party provisions. Under these provisions,
agreement between concert parties which fequire
Gisclosure are limited to those which include
provisions “impeosing cobligations or restrictions on any
one or more of the parties ..... with respect to Etneir

use, retention or disposal of their interests".

In the County NatwesC case, Che shares iIn question
nad been "parked" with ancther party under a profit er
Igss sharing and Indemnity agres=ment. The inspectors
concluded that such an arrangement fell outside the
concert party provistons and accordingly did neot give
rise te zn ecbligation rCo disclmse. - The inspectors
considered that the concert party provisions ought to

be re-examined by the legislature.

:1,
The SFC believed that the concert party provisions
of Cap. 396 should be expanded to cover the

arrangemcnts employed In the County Natwest case.
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When we discussed the SFU's recommendation, one
point of the wiew was that sinece the report was based
on a U.K. inspector's report but mo amendments had yec
been made to the U.K. legisiation, it would be
preferable to wait and see the outceme there before
taking action here. 1t was commented that the concept
of "parking" shares was common in the U.S and that the
problem lay in how to define "parking" without catching

bona fida transactiouns.

Eventually, howaver, we decided thac there
appeared to be a substantial flaw in the concart party
provisions and that we should not walt for the U.K. Eto

Cake actiaon.
We therefore recommend

{a} that 'parking" of -shares for the purposes of
avolding disclosure obligations should be

prohibited, but

{b} the amendments should be framed 50 as to ensure
that they do not catch legal contracts whieh in
truth did not offend the principles of the

Disclasure QOrdinance or the Takeover Code.
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7. Small FPrivate Companies

Qur attention was drawn to a letter on the subject of
small private companies from a Mr., C. Yee puklished in che Scuth
China Morning Post on 9 January 89 and to the reply from the

Registrar Generazl, Wr. Gleeson, in his capacity as Registrar of

Companies, published in the issue of 13 January. Copies of the
letters are appended at pages and

It seemed to us that Mr. Yee's letter raised five
polnts

{11 Thers should be no need to file an annual recurn when

there had Deen no intervening change in the particulars

contained in the last annmual return filed

We noted Mr. Gleeson's reply that the provisions
of sectlen 107(3) of the Companies Ordinance required
only the filing of a short certificate in such
clrcumsiances. However, it appeared that Mr. Yee
wished to dispense with filing completely. We felt
that rhe prcviéionﬁ of section 107(3) were not an

unreasonable requirement for an operaticmal company.

Mr. CGleeson went on to explain to us that he was
considering the possibility of intreducing a '"dormant

company’ procedure under which a company could he "put

— B3 —
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to sleep”. Under such & procedure the directors would
file a statutory declararion undertaking net to engage
in anv Dbusiness activities while the  company was
dormant. During the "dormant" period it would not be
necessary £o file anything in the Companies Registry.
The company would be capable of being resurrected szt
any time by the filing of a statutory declaration by
the directors. It seemed obwvious that there would have
to be provisions for heavy penalties against any breach
of the undertaking not to do business while the company
was dormant. Some of us thought that there was a
danger of such a procedure leading to a pile up of
abandoned companies and of its being regarded as an
aiternative rto liquidation; directors would make a

company dormant acd then forget about it.

Mr, Gleeson  agreed that these were the
possibilities which would have to be taken into account
when considering the pros and cons of such a procedure.

There was ne need for AGMs for private companies

We thought that, as Mr. Gleescn had pointed out,
regard must be had as to "public interest" aspects of

this matter.
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Mr. Gleescon also observed that the basic problem
with this and other similar propesals lay in deciding
what was '"'a small private company'. He referred us to
the relevant definitions in the T.K. legisiation
{section 248(1) of rthe Companies Act 1985) and the
(ntario legislation {sectiom 1l4B(1)(a) of the Business
Corporations Act 19382). He pointed out that both
definitions were based on turnover and assets, plus
workforce in the case of the U.¥K., and that using
anything similar in Bong Keng would mean that, for the
first time, private companies weuld have to start
filing their acccunts to enable their claims to be in

the "swmall company' caregory to be checked.

Guite apart from the questicon of Ethe public
reaction to a propesal that private companies be
required to file their accounts, Mr. Gleeson informed
us that the checking precess would mean an increase in
work for The Companies Registry which could not cope

with the existing workload.

The Companies Ordinance was too big

We thought rhat many people would agree with this
view but felt that there did not seem to be any
practical possibility of reducing its size in present—

day conditions. fuite the reverse in fact. There is

_55 —
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constant public demand for additional legislaticn on
various aspects of company law. It is alseo a fact that
the Companfies legislationm in comparable jurisdictions

is much longer than our own.

Section 1410 of the Companies Ordinance [(Power of

sharehglders of certain private companies to waive

compliance with requirements as te accounts] @  many

shareholders probably did nof understand what was

involved when they agreed Lo apply this secticon

We felt thart, as a matter of principle,
shareholders should not agree to anything thevy did not
understand. If thev did agree to something whi;h they
did net underscand, fhey had only themselves to blame

for amy unfortunate consequences.

"Companies Ordinance" should be "Companies Act"

We agreed but it was pointed out to wus that this
was a constitutional matfer which applied te sl11 Heng
Kong legislation, wneot just to the Companies Qrdinance.
Any proposals for changse would have to be referrved to

the Law Reform Commission., niob to gurselwves.
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We instructed the Secretary Lo write to Mr. Yes
informing him ¢f our views, as summarised above, on the
points raised by him and thanked him for his interest

in the subject.

We awalt details of the Registrar General's
proposals for a "dormant company" procedure with

interest.

We hawve also noted that the U.K.'s Companies Act
1939, which was enacted in November 198%, contains a
aumber of Important provisions regarding the regulation
of private companies e.g. secticon 115(2) of the Act
introduces & new section 366A into the Companies act
1985, under which a private company may elect, i1f all
the shareholders entitled teo vote so0 resolve at a
general meeling, to dispense with annual general
meetrings. We shall study these provisions in detail as
soon as possible with a view to deciding which of them

woluld be appropriate for adoption 1n Hong Kong.
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&. Section 209A of the Companies Ordinance

(Power of court to order winding up to be

conducted as creditors' volumtary winding up)

We menticned briefly din our Fifth Anoual Report
{Subjects considered during 1988) that the Registrar Gemneral had
propesed substantial amendments to this secrion and that we were

proceeding with consideration of these as a wmatter of some

UL ZEncy.

Thls section was introduced incte the Companies
Ordinence in 1984 in  implementation of a recommendation
criginally made in the U.K, by the Jenkins' Commirtee and adopred

in Hong Kgng by rthe Second Repovt of the Companies Law Revision

Committee published in April 1973 {para. 8.1% of that Repor:).
L .t . ) - . .
It iS-H&ﬂtETEEtlng to -sote  that the Jenkins' CommiCtee's

recommencation has nevetr been implemented in the U.X..

The section is a deceptively short gne. Subsection (1)
provides that the court may, on the application cof the ligquidator
or any creditor, direct that 4 compulsory winding up shall be

conducted as if it were a creditors' voluntary winding up.

Subsection (2} provides that in the exercise of the
power under this section, the court shall have regard to the

wishes of the ¢reditors and the contributories of ths company.
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The Registrar Gereral, in his capacity as Official

Receiver, submitfed to us that there were rhree problems with the

provisions of the section :

e
[oet
—

{2}

(3}

It introcducad a system which cut across rthe basis on

which the Official Receiver's Division was financed.

There were circumstances in which a liquidation under

cantrnl of the courts should not he removed from that

control e.g. where criminal proceedings against one or
morea cf the company's directors were being
contemplated.

There were a number of technical deficiencies in the
section din that it did not contain sufficiently
detailed provisions on c¢ertain aspects of the

conversion to a creditors' wveluntary winding up.

The first prveblem requires further explanation.

Firstly, the Official Receiver has been advised that the law does

not permit him to act as liguidator in a voluntary liquidation.

Therefore, iIn any case where the Official Receiver was acting in

a compulsory liguidation and there was a successful application

under section 2094 for conversion to a voluntary liquidationm, the

O0fficial Recelver would automatically be obliged to stop acting.

It alsc has to ke appreciated that the commercial basis on which

the Qfficial Receiver aperates in a compulsory liquidation is =

— A% -



scheme of payments by results L.e. ne receives percentages of
assets recovered and distributions made. In other words, he is
only remunerated towards the close of the liquidatien. Let us
assume 4 case where the Official Receiver has carried out most of
the preliminary work in a compulseory ligquidation, iIncluding
gation, set-off dispures in proofs of debts by creqitors,
complications over title of assefs held under floating charges or
leaze z2greements, eto. Then, just before the final stages of
liquidation of the assets and distributions to creditors, the
ligquidation is converted to a voluntary liquidation under section
20%a4 . The percentage fees would net be payable In such
clroumstances, Of course, the Q0fficial Receiwver would sfill be
antitled £o appteopriate fees on a time-cost basis for the work
dome, but he has informed us that this would iovoive wery
substantial admiristrative problems for him. He would require to
intrcduce a time-costing system for every liquidation on the
basis that it might be convertad te a wvoluntary liquidation under

section 2092 at some future time.

The Registrar General suggested to wus that the
difficulties menrioned above could be dealt with by amending the

gection 23 follows

(1) In order to remove the problems for the QOfficial
Receiver assgciated with a change in the type of
liquidation at a later stage, the option to apply under

section 209A should be exercisable only at the first

- 0 -
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meeting of the creditors of the company, which must be
held within 3 months of the date of the winding up
crder. The Registrar Ceneral also explained that the
Cork Insolvency Review Committee in the U.K, had formed
the wview that the appropriate time to take 2 ceclsion
abour the best administrative method for dealing with
an insolvent company was at the firxst meeting of

creditors,

(2) The legislation should specify certain "public policy™
cemsiderations  which  the court must take  into
consideration in considering any application upnder the

section.

{3) The court should be given a wide general power to give
directions in the event of a successful application
under the sectioﬁ and a number cof specified technicsl
provisions should aﬁpiy unless the court directed to
the contrary.

We con;ulted the Law Society of Homg Kong and the Hong

¥ong Society of Accountants for their wviews on the Registrar

General's proposals.

They were not sympathetic. They thought tChat the
0fficial Receiver's administrative problems in applying for fees

on a time-cost basis was not a sufficient reason for imposing a

- 71 -
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time limit on applications undar secticen 2094, They also theoughr
that the other two proposed amendments were not Immediately
necessary and that any perceived deficiencies in these aspects of
the section should be dealt with in the confext of a general
review of Insclvency law, mnot on a plecemeal basis. They were
also concerned that the transitional provisieons in any amendments

to the existing section should not invelve retrospective

legislation.

However, with vagard to the first of the problems sac
ouL by the Registrar Gemeral, we feel that we must have regard to
the Administration's existing pelicy on financing of the Cfficial
Receiver's Division of the Registrar General's Department, nof To
whaf that policy may be at some future date. On this basis, we
feel that the Registrar General's proposal to impose a tiﬁe limit
for making applicaticn under secfion 2094 Is a reasonabie one,
having regard to all the circumstances. We also feel that the
Registrar General's suggestad amendments in connection with the
second and third problems listed by him are wuseful and that it
would be appropriate to include them in the amending legislarion.

L
We therefore recommend that szection 2094 be repealed

and replaced by the Inllowing :



*
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"Power of court to order winding

up to be conducted as creditors'

"voluntary windipg up

2094 (1) The court may on the application of the

liquidator or any creditor made -

(al

(b

in the case of a company in respect of which an
order has been made under sectjion 227F, not later

than 3 months from the date of such order; and

in any other case, not later than 3 months of any
resolution Co make such an application passed at a
meeting of creditors or contributories heid
pursuant ta section 194 or any adjournment
thereof, or such further period as the court in

*
its discretion may permit

order that the winding up of a company ordered to be wound

up by the court shall, from the date of the order made on

such application, be conducted as 1f the winding up were a

ereditors' voluntary winding up.

such further period..... may permit” added as a result of

subsequent discussions,



(2}

Where an application is made under subsection (1},

before exercising its powers under this seccion in relation

" to such application, the court shall have regard to -

{a)

(b)

(e

{ad)

the wishes of the creditors and contributories of
the company, as proved to 1t by sufficient

evidence:

the progress of the liquidation {including in
particular asseCs realized, procfs of debts
submitted by c¢reditors and whether a statement of

affairs has been submitted under secticon 1901

whether any repovt has been made to rthe court

under -

(i) secticn 191(1); or

(ii} section 19%1(2}) +that in the 1liquidator's

opinieon a fraud has been committed;

whether any director, former director or cther
officer of the company has been convicted pursuant
to this Ordinance or any other law for any offence
involving fraud, dishonesty, fraudulent trading,
misfeasance ovr breach of duty in relation te the

affairs of the company;

- T4 -



{£)

{h}

(i)}

whether any criminal proceedings in respect of any

offence referred to in paragrapn (d) are being

contemplated or have been instituted against any

person referred to inm thet paragraph;

whether the company Lorms part of a netwoerk of
cempanies the affairs of which are propesed to be
investigated or are being inwvestigated under this

Ordinance or any cther law;

whether there has been a failure on the part of
the direcrors to provide z statement of affairs
which rhe court considers satisfactory or fao
co—cperate with the 0ffieial Receiver  or
liquidator or to céﬁﬁly with any requirement under
this Crdinance in relation te the winding up of

the company;

whether any director or former director of any
other company which has gonme into liquidatrion
within 5 years of the date that the company in
respec; of which the application is made went into

liquidation, is concerned whether directly or

indirectly in the management of the company;

the fact that the insolvency of the company is a

marter of public concern; and

— 75 -



(i} any other wmatter which the court considers

appropriate in the particular circumstances.

{3) Where an application is made under subsection (1],

without affecting the generality of subsection (2){a) and

subject to sqbsection. {41, tne court shall direct that
meetings of the creditors and concributories be called, held
and couducted in such manner as the court may direct for the
purpose of ascertaining the wishes of the creditors and
contributories and may appoint a person to ack as the
chairman of any such meefing and to report the result

thereof to the court,

(4) Where the court is of the opinion rthat it is
impractical to  held meerings of  the cregictors or
contributories, the court may order.that such other course
of action as directed by the court be taken to ascertain the

wishes of the creditors and contributories.

(5) In  an | order made under  this section,
nothwithstanding any other provision of this Ordinance, the
court may, after takiné‘inta consideration the wishes of the
creditors and contributories, direct either that the
liquidator of the winding up by the court appointed under
section 192 continue te act as the liguidator or appeint any

cther person as the ligquidator.



Consequences of an order under section 209A

2098. (1) Where an application 1is made under section
2094011 —

{a) rthe Official Receiver, 1f he is the liquidator in

the winding up by the court; or

(B} the liguidator amnd the Qffjicial Receiver, if the
Official Receiver is not tne liquidator in such

winding up,

snall gubmit to the court a report or reports as the case

may be with regard to the applicatiern.

(2} On the hearing of any application made wunder

subsection (1}, the 0fficial Receiver wmay appear and call,

eXamine or cross—examine any witness if he so thinks fit and

may suppert or oppose the application.

{3) Where an order is made under section 2094

directing that the winding up of a company be conducted as

if it were a ¢reditors’ voluntary winding up -
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(i} the datz of the commencement of the winding
up shall be the date deemed under section 184
to be the date of the commencement of the

winding up by the courtc;

{ii) the date of the appointment of the liguidator
shall be the date of the appointment f{or
first agpointment ) of a provisional
ligquidator in the winding up by the court;

and

{iiilthe date of the order for winding up shall be
the date on which the order for winding up by

the court is made,

for any purpese for which the date of the
commencement of the winding up, the date of the
appointment of a liguidator or the date of the
winding up order respectively is relevant under

this Ordinance;
sections 182, 183 and 186 shall continue to apply;

any rights wunder section 257 shall not be

affected;
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the fees of the Iliquidatecr, any charges or
expenses due and payble under the Companies (Fees
and Percentages! Order (Cap., 32 sub. Ileg.}! or
under any other provision In this Ovdinance up to
the date c¢f the order shall be paid forthwith cut
cf the assets of the company in prioriiv to all

the cther claims;

the statement of the affairs of the company
required ©o be submitted under section 190 and the
acceunts of the liguidator up to the date of the

order may be inspected by the creditors;

any creditor is entitled to have a copy of any

document rzfervred to in paragraph {e)] on payment

of reasonable pheotocopy charges {(if anyi};

the court shall make such other orders as it
considers appropriate to safeguard the books,
records and documents of the company in the
custody of the liquidator or the CGfficial Receiver
and nothwithstanding section 283 or any o%her
provisicn of thig Ordinance thevy shall not be
disposed of otherwise than as specified in such

crder.



Transitionmal

209C.{1) Any application for an order that the winding
up of a company ordered to be wound up by the court be
conducted as if it were a creditors’ veluntary winding up
made before the coming inte operation of the Companies
(Amendment }{No. ) Ordinance 193% | of 1%89%) (in tiois
section referred te as '""the amending Ordinance™)} shall be
considered or continued with as 1f the amending Urdinance

kad net been enactad,

{2} The liquidator or any crediter o©f any company in
respect of which an order for winding up by the court had
teen made afrer 30 August 1984, may, before the expiration
of 3 months from the date of coming into operation of the
amending Ordinance, apply +to the <ourt under the law in
force immediately before the coming inte cperation of the
amending Ordinarce, for an order that such winding up be

conducted as 1f it were a creditors' voluntary winding up.

(3} Any application made under subsection (2] shall be

considered and dealt with as if the amending Ordinance had

not been enacted.',



Appendix 1

Terms of Reference of
the Standing Commltfee
on {ompany Law Raform

{1} To advise the Financial Secretary on amendments to the
Companies QOrdinance as and when experience shows them to be
Necassary,

(2) To repert annualy through the Secretary for Monetary Affairs
to the Governor in Council on those amendments to the
Companies Ordinance that are under consideration from time
Eo time by Che Standing Committee.

{3} To advise the Financial Secretary on amendments required to
Che Securities Ovdinance and the Protection of Investors
Ordinance with the objective of providing suppert to the
Jecurities Commission in its role cof administering cthose
Oydinances.
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Mr. Alan Smith,
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Frofessor L.G. Edward Tyler,

Mr. Charles H. Wilken,



Professor P.G. Willoughby, JIF,
Mr. C.H. Wong, J.FP.,
Mr, F. Charles Wrangham.

Ex-officio Members

Mr. Stevhen 3.K. Ip. Deputy Secretary for Monetary
AfLEairs (1], as representative of the
Secretary for Monetary Affairs,

Mr. Noel M, Gleeson, OBE, JP, Registrar Gemneral,

Mr, A.W. Nicolle, Commissioner of Banking,

Mr. Rcbert Owen, Chalrman, Securities and Futures
Commission,

My. Michael McMahon, Consultant, Commercial Crimes
Unit, Attorney General's Chambers

Secrefary : Mz, P. Murphy, Registrar General's Department
Meetings held during 19589
Fifty-second Meeting - 7th January
Fifty~third Meeting - 11th February
Fifry-fourth Meeting - _ 4th March
Fifty-fifth Meeting - 1st April
Fifcy-sixth Meeting -~ 13th May
Fifty-seventh Meeting - 5th August
Fifty—eighth Meeting - 2ud September
Fifcy-ninth Meeting - 9th September
Sixtieth Meeting - 7th October
Sixty-first Meeting - 4th November
Sixty-second Meeting - 2nd December



