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he new Companies
Ordinance, Chapter 622 of
the Laws of Hong Kong, has
entered its third year of
implementation since March 2014. This
article seeks to review the achievements
over the past two years and highlight the
e-services of the Companies Registry and
other legislative proposal in the pipeline.

The new Companies Ordinance (“the
Ordinance”) introduced a new corporate
regulatory regime for the incorporation
and operation of companies in Hong Kong
to achieve four main objectives - enhance
corporate governance, facilitate business,
ensure better regulation and modernise
Hong Kong’s company law.

Achievements Since Implementation

of measures have been
the

simplify statutory procedures, reduce the

A number
introduced under Ordinance to
compliance costs of companies and cater
for the needs of small and medium-sized
enterprises. In particular, the Ordinance
has simplified the procedures for starting a
business in Hong Kong by abolishing the
memorandum of association and making
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the use of a common seal optional. Hong
Kong improved its ranking from eighth to
fourth globally in “starting a business” in
World Bank’s Doing Business 2016 Report.

The Ordinance also provides an alternative
court-free procedure for the reduction of a
company’s capital and introduces a new
administrative procedure for the restoration
of companies to the Companies Register.

Transition to the new regime has been very
smooth, with the business community widely
adopting the new initiatives which aim to
The
following are some statistics for 2015 which

facilitate business and save costs.

exemplify the achievement of the objectives:

e around 57% of the new companies
incorporated electronically adopted the
sample articles of association provided at
the e-Registry (www.eregistry.gov.hk);

173 out of 176 companies which reduced
their capital made use of the alternative
court-free procedure;

328
companies to the Companies Register
the
procedures were received in 2015, which
represented about 54% of the total

applications for restoration of

using administrative restoration

number of applications for company
restoration; and

* 26 groups of companies have undergone
amalgamation through the new court-free
procedure.

In recognition of the efforts of the Compa-
nies Registry (“CR”) in implementing and
promoting the new Ordinance to foster
Hong Kong’s competitiveness as an ideal
place to do business, the CR was awarded
the Gold Prize of the Departmental Service
Enhancement Award in the Civil Service
Outstanding Service Award Scheme 2015.

Hong Kong’s position as a major
international financial and commercial
centre has been fostered since the

implementation of the Ordinance.

Enhancing Corporate Governance

A host of initiatives to enhance corporate
governance have been introduced under the
Ordinance. These include, among others,
requiring every private company to have at
least one individual acting as director to
enhance corporate transparency and
accountability, introducing more effective
rules to deal with directors’ conflicts of
interest to foster shareholder protection,
and empowering auditors to require a wider
range of persons to provide information or
explanations required for the performance

of the auditors’ duties.

With  the efforts of all
concerned, we are delighted to see that the

unwavering

standard of corporate governance in Hong
Kong has reached a new height. The World
Bank has ranked Hong Kong first among
189 economies for the second year in
“protecting minority investors” in its Doing
Business 2016 Report. The World Bank
commended Hong Kong for introducing
requirements for directors to provide more
detailed disclosure of conflicts of interest
under the Ordinance.

T'o enhance stakeholders’ awareness of new
the
Ordinance, we issued reminder letters in

disclosure  requirements  under
September and October 2015 to all guaran-
tee companies to remind them of the new

requirements on delivery of annual returns.



Reminders have also been sent to all private
companies which have not reported the
appointment of at least one natural person
acting as a director.

In parallel, we have stepped up our enforce-
ment efforts. An Inspection Unit has been
set up to conduct site visits of the registered
office addresses of companies. The inspec-
tors will check compliance, for example, with
the requirements on disclosure of company
names and keeping of company registers,
including the registers of members, directors
and company secretaries. During the visits,
we also provide assistance to companies in
understanding the relevant requirements
under the Ordinance.

Updates on Implementation Issues
We wish to highlight some of the more
notable issues for company directors below.

e Delivery of annual returns

Under the Ordinance, an annual return of
a public company or a guarantee company
is required to be delivered, together with
certified true copies of the relevant
financial statements, directors’ report and
auditor’s report, within 42 days after the
company’s return date, that is, six months
(for a public company) or nine months (for
a guarantee company) after the end of the
company’s accounting reference period.

For a public company or a guarantee
company registered under a former
Companies  Ordinance, the new
requirements apply to the first financial
year of the company that begins on or after
the commencement date of the new
Ordinance and all subsequent financial
years. For example, if a public company
prepares its financial statements up to 31
December every year, its first annual
return would have to be delivered under
the Ordinance on or before 11 August

2016, within 42 days from 30 June 2016.

The late delivery of annual returns by
guarantee companies is also subject to
an escalating scale of annual registration
fees in the same way as public
companies. A simple and user-friendly

Annual Return e-Reminder service is

available free of charge at our e-Registry
(www.eregistry.gov.hk) to facilitate
compliance. Users of the service will
receive electronic notifications for

delivering annual returns.

Business Review
To improve the disclosure of company
information, and

public
companies not falling within the reporting

companies

exemption are required to prepare, as part
of the directors’ report, a more analytical
and forward-looking business review.
The review must contain, inter alia, a
description of the principal risks and
uncertainties facing the company and
information relating to environmental and
employee matters that have a significant
impact on the company.

A private company that does not fall within
the reporting exemption needs not
prepare a business review if it has
members’ approval of a special resolution
The

special resolution must be passed at least

passed by 75% of its members.

six months before the end of the financial
year to which the directors’ report relates.

Reduction of capital

The Ordinance introduces an alternative
court-free procedure for reducing capital
Under the
procedure, the company is required to

based on a solvency test.

satisfy the solvency test, pass a special
resolution for reduction of capital and
publish notices in the gazette and
newspapers. The special resolution and
reduction take effect when the return on
reduction of share capital is registered.
The new procedure is faster and cheaper
than the procedure under the old
Companies Ordinance which involved
filing an application with the Court.

Full Scale Electronic Services

The CR has striven to expand its electronic
services over the years. Since 2011, we have
provided a One-stop Electronic Service for
Company Incorporation and Business
Registration at the e-Registry. The
e-incorporation service has significantly
streamlined the company incorporation and
business with

registration  process,

electronic Certificates of Incorporation and
Business Registration Certificates usually
issued in one go within an hour. Since 3
March 2015, all specified forms including
annual return can be filed online. The
electronic filing service not only facilitates
the reporting and disclosure of company
information but also enhances the efficiency
of filing for companies.

Presently, over 99% of company searches
are conducted online using the electronic
search services at www.icris.cr.gov.hk . On
average, more than 9,000 searches are now
conducted daily on a mobile platform
(www.mobile-cr.gov.hk) using the Company
Search Mobile Service. The CR targets to
introduce a full range of electronic search
services on the mobile platform this year.

Open-Ended Fund Companies
Now that the has
successfully implemented, a major initiative
in the
open-ended fund companies.

Ordinance been

legislative process relates to

Following a public consultation in March
2014, the Government has formulated the
legal framework to introduce open-ended
fund companies (OFC) in Hong Kong to
facilitate the setting up of investment funds.
The Securities and Futures (Amendment)
Bill 2016 was introduced into the Legislative
Council in January 2016 to lay down the
framework for the new regime. While the
Securities and Futures Commission will
regulate the operation of OFC, the CR will
be responsible for processing the
incorporation of OFC and the registration of
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