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LEGISLATIVE COUNCIL BRIEF 

Companies Ordinance 
(Chapter 32) 

COMPANIES BILL 

 
INTRODUCTION  

 At the meeting of the Executive Council on 11 January 2011, 
the Council ADVISED and the Chief Executive ORDERED that the 
Companies Bill (CB), at Annex A, should be introduced into the 
Legislative Council (LegCo). 

 A  

 
 
JUSTIFICATIONS 

2. Piecemeal amendments to the Companies Ordinance (Cap. 32) 
(CO) cannot meet the needs of the business community.  Without a 
comprehensive rewrite of the CO, Hong Kong’s status as a major 
international business and financial centre may be adversely affected. 
 
3. The CO was last substantially reviewed and amended in 1984.  
Over the past two decades or so, the Standing Committee on Company 
Law Reform (the SCCLR) and the Government have conducted several 
major reviews of the CO with a view to modernising it and upgrading our 
corporate governance regime, resulting in recommendations to amend 
various sections of the CO.  Some of those recommendations have been 
implemented by means of several amendment bills.  However, the 
piecemeal approach to amending the CO has its limitations.  A 
comprehensive rewrite of the CO is needed to modernise our company 
law to further enhance Hong Kong’s status as a major international 
business and financial centre.  In addition, many major common law 
jurisdictions have reformed their company law over the past two decades.  
Rewriting our CO allows us to leverage the developments regarding 
company law taking place around the world and enhance our 
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competitiveness.  With the support of LegCo, we launched a 
comprehensive rewrite of the CO in mid-2006 (the Rewrite). 
 
 
THE REWRITE 
 
4. The reforms in this Rewrite aim to achieve four main purposes, 
as set out in paragraphs 5 to 8. 
 
(I) Enhancing Corporate Governance 
 
5. The SCCLR conducted an overall review of corporate 
governance in Hong Kong from 2000 to 2004.  While many 
recommendations have already been implemented, some remaining 
recommendations that would require further legislative changes are taken 
forward in the Rewrite.  Some notable measures for enhancing corporate 
governance are set out at Annex B.  The major ones are (a) clarifying in 
statute the standard of directors’ duty of care, skill and diligence with a 
view to clarifying the duty under the law and providing guidance to 
directors; (b) limiting the effect of the appointment of corporate directors 
by requiring every private company to have at least one natural person as 
director1 so as to enhance transparency and accountability; (c) providing 
greater transparency and improving disclosure of company information, 
such as new requirements for public companies, large private companies 
and large guarantee companies to prepare a more analytical and 
forward-looking business review as part of the directors’ report; and (d) 
fostering shareholder protection, such as introducing more effective rules 
to deal with directors’ conflicts of interests.   

 B  

 
(II) Ensuring Better Regulation 
 
6. The Companies (Amendment) Ordinance 2010, which was 
enacted by LegCo in July 2010 and will come into operation by phases, 
will facilitate electronic incorporation of companies and filing of 
documents and expedite company name registration process.  These 
measures will be incorporated into the CB.  In addition, to ensure that 
the regulatory regime is effective and business-friendly, the CB will 
introduce a number of improvements to the registration of charges 
scheme and other improvements to ensure accuracy of information on the 

                                                 
1  Since 1985, all public companies and private companies which are members of a group of 

companies of which a listed company is a member have been prohibited from appointing a body 
corporate as their director.   
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public register.  We will also strengthen the enforcement regime by 
giving the Registrar of Companies (the Registrar) the power to obtain 
documents, records and information for enforcement of specified 
provisions in the CB and the power to compound specified offences 
under the CB2.  Some notable measures for improving regulation are set 
out at Annex C.  C  
 
(III) Business Facilitation 
 
7. We believe the CB should facilitate business operation and cater 
for the needs of SMEs.  Some notable measures are set out at Annex D.  
The key ones are (a) facilitating SMEs to take advantage of simplified 
accounting and reporting requirements and thus, saving their compliance 
and business costs; (b) dispensing with the requirement to hold Annual 
General Meetings subject to unanimous members’ consent; and (c) 
simplifying some of the procedural requirements prescribed in the CO, 
such as introducing a court-free procedure for reduction of capital based 
on the solvency test and a court-free statutory amalgamation procedure 
for wholly-owned intra-group companies.   

 D  

 
(IV) Modernising the Law 
 
8. We seek to modernise the company law to meet the needs of the 
business community and public expectation.  We will retire antiquated 
concepts that no longer serve any useful purposes such as par value3 of 
shares.  We will also modernise the language and re-arrange the 
sequence of some of the provisions in a more logical and user-friendly 
order so as to make the CB more readable and comprehensible.  Some 
notable measures are set out at Annex E.  E  

 
International Experience 
 
9. In the Rewrite, we have made reference to and benchmarked 
ourselves against the company law developments in other major common 
law jurisdictions with internationally active business and financial sectors 
like the United Kingdom (UK), Australia and Singapore, to ensure that 
                                                 
2  In other words, the Registrar may offer a person in default an opportunity to rectify the default by 

paying the Registrar a compounding fee, where appropriate, and by remedying the breach 
constituting the offence.  If that person accepts and complies with the terms of the notice, no 
prosecution will be initiated against him for that offence. 

 
3  Par value is the minimum price at which shares can generally be issued.  Currently, companies 

incorporated in Hong Kong and having a share capital are required to have a par value ascribed to 
their shares.   
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our proposed regime is in line with international standards and that we 
will be able to benefit from precedent cases in other common law courts. 
At the same time, we have also taken into account the special needs and 
circumstances of the local market in arriving at our proposals.  For 
example, we propose to require disinterested shareholders’ approval for 
certain transactions involving directors or their connected entities in the 
case of public companies and their subsidiaries.  This statutory 
requirement may be more stringent than that in some other common law 
jurisdictions but we consider it necessary for fostering shareholder 
protection given the large number of family-controlled public companies 
in Hong Kong. 
 
 
THE BILL 

10. The CB is divided into 21 parts: - 
 

(a) Part 1 (Preliminary) sets out the title of the new Ordinance, its 
commencement date, and the definitions of various terms and 
expressions that are used in the CB. 
 

(b) Part 2 (Registrar of Companies and Companies Register) 
deals with the general functions and powers of the Registrar.  
It groups the existing provisions relating to the office of the 
Registrar and the register maintained by the Registrar.  It 
expressly states the functions of the Registrar.  It also 
introduces new provisions providing the Registrar with 
necessary powers to maintain and safeguard the integrity of the 
register, having regard to the development of the Companies 
Registry (CR)’s information system which will enable the 
electronic delivery of documents to or by the Registrar.  This 
Part introduces new provisions for non-disclosure of directors’ 
residential addresses and full identity card/passport numbers in 
the CR’s public register, for the sake of better protection of 
personal data. 
 

(c) Part 3 (Company Formation and Related Matters, and 
Re-registration of Company) deals with company formation, 
registration and related matters.  This Part also provides for 
new requirements for the articles of association of a company 
following the abolition of the memorandum of association.  It 
also makes the keeping and use of a common seal by a company 
optional to facilitate business operation. 
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(d) Part 4 (Share Capital) deals with the core concepts about 
“share capital” (i.e. the money paid into the company (or legally 
promised as being available on call) by members for shares in 
the company), its creation, transfer and alteration.  In particular, 
this Part introduces a mandatory no-par regime for all 
companies with a share capital to modernise the regime and 
simplify the law.   
 

(e) Part 5 (Transactions in relation to Share Capital) contains 
the provisions concerning “capital maintenance”4 (reduction of 
capital and purchase of a company’s own shares) and the giving 
of financial assistance by a company to another party for the 
purpose of acquiring shares of that company or its holding 
company.  To facilitate business operation, this Part 
streamlines and rationalises the existing rules by introducing 
new permitted exceptions based on the solvency test for 
reduction of capital, buy-backs and financial assistance. 
 

(f) Part 6 (Distribution of Profits and Assets) deals with the 
distribution of profits and assets to members.  The usual form 
of distribution is “dividend”.  While there is no fundamental 
change to the current rules, the Rewrite should facilitate easier 
understanding.   
 

(g) Part 7 (Debentures) deals with a miscellany of matters 
concerning debentures, for example, the register of debenture 
holders, rights to inspect and make copies of the register, trust 
deed and other documents, and meetings of debenture holders.  
This Part introduces new requirements for registration of the 
allotment of debentures and filing of a return of allotment, to 
align with similar requirements for shares for better disclosure. 
 

(h) Part 8 (Registration of Charges) deals with registration of 
charges by both Hong Kong and registered non-Hong Kong 
companies.  It sets out the types of charges which require 
registration, the registration procedures and the consequences of 
non-compliance.  It also contains provisions to regulate related 
matters, such as requiring companies to keep, and allowing 
inspection of, copies of instruments of charges and registers of 

                                                 
4  The capital maintenance rules require that the capital of a company must be kept in the company, 

and used for the purposes of its business only, and must not be returned to shareholders except in 
restricted circumstances.   
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charges.  It introduces improvements to the current registration 
system, including revising the list of registrable charges and 
requiring a certified copy of the charge instrument to be 
registered and available for public inspection, for better 
disclosure. 
 

(i) Part 9 (Accounts and Audit) contains the accounting and 
auditing provisions in relation to the keeping of accounting 
records, the preparation and circulation of annual financial 
statements, directors’ and auditor’s reports and the appointment 
and rights of auditors.  New provisions are introduced to 
facilitate SMEs to take advantage of simplified accounting and 
reporting requirements, to require public and large companies to 
include an analytical business review in directors’ reports, and 
to enhance auditors’ right to information. 
 

(j) Part 10 (Directors and Company Secretaries) deals with 
directors and company secretaries of a company.  It mainly 
reorganises, with some modifications, the existing provisions of 
the CO relating to the appointment, removal and resignation of 
directors and company secretaries, and directors’ liabilities.  
This Part also clarifies in statute the standard of directors’ duty 
of care, skill and diligence. 
 

(k) Part 11 (Fair Dealing by Directors) covers fair dealing by 
directors and deals with particular situations in which a director 
is perceived to have a conflict of interest.  It governs 
transactions involving directors or their connected entities 
which require members’ approval (namely loan and similar 
transactions, long-term service contracts and payments for loss 
of office), and covers disclosure by directors of material 
interests in transactions, arrangements or contracts.  This Part 
introduces new statutory provisions requiring members’ 
approval for director’s long-term employment entered into by a 
company.  It also requires disinterested members’ approval in 
the case of public companies and subsidiaries of public 
companies. 
 

(l) Part 12 (Company Administration and Procedure) governs 
resolutions and meetings, registers (including registers of 
members, directors and company secretaries), company records, 
registered offices and publication of company names, and 
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annual returns.  It introduces a number of changes to enhance 
shareholder engagement in and improve the transparency of the 
decision-making process of a company.  This Part also revises 
the provisions relating to registers, registered offices and annual 
returns to suit the needs of the modern economy.   
 

(m) Part 13 (Arrangements, Amalgamation, and Compulsory 
Share Acquisition in Takeover and Share Buy-Back) restates, 
with some amendments, the CO provisions concerning schemes 
of arrangement, reconstructions or amalgamations of a company 
with other companies, and compulsory acquisitions following 
takeover offers or share buy-back offers.  This Part retains the 
“headcount test” (5) for approving a scheme of compromise or 
arrangement while giving the court a new discretion to dispense 
with the test for members’ schemes in appropriate 
circumstances.  It also introduces a court-free statutory 
amalgamation procedure for wholly-owned intra-group 
companies. 
 

(n) Part 14 (Remedies for Protection of Companies’ or 
Members’ Interests) groups the existing provisions concerning 
shareholder remedies under the CO.  There are improvements 
to the scope and operation of the unfair prejudice remedy. 

 
(o) Part 15 (Dissolution by Striking Off or Deregistration) sets 

out provisions on striking off and deregistration of defunct 
companies, restoration of companies that have been struck off 
or deregistered, and related matters (including treatment of the 
property of dissolved companies).  It introduces changes which 
aim at streamlining the existing procedures for striking-off and 
restoration of companies while imposing new requirements to 
prevent possible abuse of the deregistration procedure. 
 

(p) Part 16 (Non-Hong Kong Companies) deals with companies 
incorporated outside Hong Kong which have established a place 
of business in Hong Kong.  There is no fundamental change to 
the current rules.   
 

(q) Part 17 (Companies Not Formed, but Registrable, under 
this Ordinance) deals with companies not formed under the CB 

                                                 
5 To satisfy the “headcount test”, a majority in number of those who cast votes in person or by proxy 

at the meeting must vote in favour of scheme of compromise or arrangement. 



- 8 -  

or a former CO but eligible to be registered under the CB.  
There is no fundamental change to the current rules.   
 

(r) Part 18 (Communications to and by Companies) builds on 
the rules governing communications by a company to another 
person (other than the Registrar) introduced in the Companies 
(Amendment) Ordinance 2010. The new rules will facilitate 
electronic communications by a company’s members and 
debenture holders to the company.   
 

(s) Part 19 (Investigations and Enquiries) deals with 
investigations and enquiries into a company’s affairs by 
inspectors and the Financial Secretary.  It modernises the 
existing provisions by reference to similar mechanism in the 
Securities and Futures Ordinance (Cap. 571) (SFO) and 
Financial Reporting Council Ordinance (Cap. 588).  This Part 
also provides a new power for the Registrar to obtain 
documents, records and information for the purposes of 
ascertaining whether any conduct that would constitute certain 
offences relating to giving false or misleading statement has 
taken place.  This new power will facilitate enforcement and 
safeguard the integrity of the public register.   
 

(t) Part 20 (Miscellaneous) contains a number of miscellaneous 
provisions, including miscellaneous offences and the new 
power for the Registrar to compound certain offences. 
 

(u) Part 21 (Consequential Amendments, and Transitional and 
Saving Provisions) deals with the transitional and saving 
provisions as well as a small number of consequential 
amendments that are necessary because of the transitional and 
saving provisions.   

 
11. For the bulk of consequential amendments to the current CO 
and other enactments, we will submit a separate Bill in 2011 to deal with 
them.  While this arrangement is new to Hong Kong, it is a common 
practice in other common law jurisdictions, such as Australia and UK.  
This approach also enables us to take into account changes to 
consequential amendments arising from the Bills Committee’s 
deliberations on policy issues, thereby reducing the number and 
complexity of Committee Stage Amendments. 
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LEGISLATIVE TIMETABLE 

12. The legislative timetable will be: - 
 

Publication in the Gazette 14 January 2011 
 
First Reading and Commencement of 
Second Reading Debate 
 

 
26 January 2011 

Resumption of Second Reading 
Debate, Committee Stage and Third 
Reading 

To be notified 

 
 
IMPLICATIONS OF THE PROPOSAL 

13.  The proposal is in conformity with the Basic Law, including 
provisions concerning human rights.  The proposal has economic, 
financial and civil service implications as set out at Annex F.    There 
are no productivity, adverse environmental or significant sustainability 
implications.  Clauses 740, 741 and 742 of the CB6 expressly apply to 
the Government.   

 F  

 
 
PUBLIC CONSULTATION 

14.  In the course of the Rewrite, we have worked closely with the 
SCCLR and four Advisory Groups (comprising members nominated by 
the relevant professional bodies and business organisations, academics, 
SCCLR members and representatives from relevant Government 
departments) set up to advise on specific areas of the Rewrite.  We 
conducted three topical public consultations in 2007 and 2008 to gauge 
views on a number of complex subjects. The proposals put forward in the 
consultations were generally supported by the respondents.  We 
incorporated the proposals together with the SCCLR’s other 
recommendations into a draft CB for further public consultation held in 
two phases in 2009 and 2010.  We have kept the LegCo Panel on 
Financial Affairs informed throughout the process.  On 1 November 
2010, we consulted the LegCo Panel on Financial Affairs on the 
consultation conclusions of the two phases of public consultation on the 
draft CB.  Members of the Panel generally supported the proposals.   

                                                 
6 Concerning the vesting of dissolved company’s property in Government. 
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PUBLICITY 

15. A press release will be issued on 14 January 2011 when the Bill 
is published in the Gazette.  A spokesman will be available to handle 
press enquiries. 
 
 
BACKGROUND 

16. In view of the extensive nature of Rewrite, we have adopted a 
phased approach by tackling the provisions which affect the operation of 
live companies in Hong Kong in Phase I of the Rewrite (i.e. the current 
phase).  The winding-up and insolvency-related provisions will be 
reviewed in Phase II.  The provisions on prospectuses in the CO will be 
dealt with in a separate review by the Securities and Futures Commission 
in due course.  When the CB is enacted7, all the provisions in the 
existing CO, except those provisions to be tackled in Phase II Rewrite 
and provisions on prospectuses, will be repealed.  Upon completion of 
Phase II Rewrite, all the remaining provisions (excluding provisions on 
prospectuses which will likely be moved to the SFO) will merge with the 
CB to become one piece of legislation again. 
 
17. After the CB is enacted, a number of pieces of subsidiary 
legislation will have to be made before it can come into operation.  
Moreover, the CR will have to revise the forms and upgrade its 
information system to cater for the changes.  We estimate that the CB 
may commence operation in around 2014. 
 
 
ENQUIRIES 
 
18. Any enquiries on this brief may be addressed to Mr. Nick AU 
YEUNG, Principal Assistant Secretary for Financial Services and the 
Treasury (Financial Services) at 2528 6384. 
 
 
 
Financial Services Branch 
Financial Services and the Treasury Bureau 
12 January 2011 

 
7 It will be given a new Chapter number when enacted.  The existing CO will still be Cap. 32 but 

will be retitled as Companies (Winding Up and Miscellaneous Provisions) Ordinance. 
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Annex B 

SOME NOTABLE MEASURES FOR ENHANCING CORPORATE 
GOVERNANCE IN THE COMPANIES BILL 

 Some notable measures for enhancing corporate governance to 
be introduced in the Companies Bill (CB) are highlighted below. 
 
 
Strengthening Accountability of Directors 
 

 Restricting the appointment of corporate directors by requiring every 
private company to have at least one natural person acting as director, 
so as to enhance transparency and accountability. 
 

 Clarifying in the statute directors’ duty of care, skill and diligence 
with a view to providing clear guidance to directors. 

  
 
Enhancing Shareholder Engagement in Decision-making Process 
 

 Introducing a comprehensive set of rules for proposing and passing a 
written resolution. 
 

 Requiring a company to bear the expenses of circulating   
members’ statements relating to business of, and proposed 
resolutions for, Annual General Meetings, if they are received in 
time for sending with the notice of the meeting. 
 

 Reducing the threshold requirement for members to demand a poll 
from 10% to 5% of the total voting rights. 

 
 
Improving Disclosure of Company Information 

 Requiring public companies and “large” (i.e. other than those 
qualified for simplified reporting) private companies1 and guarantee 
companies2to prepare a more comprehensive directors’ report which 

                                                       
1 Under the CB, a private company is regarded as small if it satisfies any two of the following 

conditions: (a) total annual revenue not more than HK$50 million; (b) total assets not more than 
HK$50 million; (c) no more than 50 employees.  

 
2 Under the CB, a guarantee company is regarded as small if its total annual revenue does not exceed 

HK$25 million. 
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includes an analytical and forward-looking “business review”, whilst 
allowing private companies to opt out by special resolution.  The 
business review will provide useful information for shareholders.  
In particular, the requirement to include information relating to 
environmental and employee matters that have a significant impact 
on the company is in line with international trends to promote 
corporate social responsibility. 

 
 
Fostering Shareholder Protection 

 
 Introducing more effective rules to deal with directors’ conflicts of 

interests, including expanding the requirement of shareholders’ 
approval to cover directors’ employment contracts exceeding three 
years. 

  
 Requiring disinterested shareholders’ approval in the case where 

shareholders’ approval is required for transactions of public 
companies and their subsidiaries.  

 
 Requiring ratification of conduct of directors by disinterested 

shareholders’ approval to prevent conflicts of interests, in particular, 
possible abuse of power by interested majority shareholders in 
ratifying unauthorised conduct of directors. 

 
 Retaining the “headcount test” for approving a scheme of 

compromise or arrangement, while giving the court a new discretion 
to dispense with the test for members’ schemes in appropriate 
circumstances3. 

 
 Extending the scope of the unfair prejudice remedy to cover 

“proposed acts and omissions” so that a member may bring an action 
for unfair prejudice even if the act or omission which would be 
prejudicial to the interests of members is at the proposal stage. 

                                                       
3 In the consultation on the draft CB, views were diverse as to whether the headcount test should be 

retained or abolished.  The majority of the submissions, including many from listed companies, 
supported abolition, particularly in respect of the headcount test for members’ schemes of listed 
companies.  On the other hand, some respondents including the Securities and Futures 
Commission supported the retention of the headcount test.  The headcount test has been retained in 
other common law jurisdictions including the United Kingdom, Australia, Singapore, Bermuda and 
the Cayman Islands.  On balance, we are inclined to believe that there are merits in retaining the 
headcount test for protecting minority shareholders and small creditors.  Nevertheless, the court 
will be given a discretion to dispense with the test for members’ schemes so as to tackle the problem 
of share splitting by parties opposing a scheme.   
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Strengthening Auditors’ Rights 
 

 Empowering an auditor to require a wider range of persons, 
including the officers of a company’s Hong Kong subsidiary 
undertakings and any person holding or accountable for the 
company or its subsidiary undertakings’ accounting records, to 
provide information or explanation reasonably required for the 
performance of auditor’s duties.  



 
Annex C 

SOME NOTABLE MEASURES FOR IMPROVING REGULATION 
IN THE COMPANIES BILL 

 Some notable measures for improving regulation to be 
introduced in the Companies Bill are highlighted below. 
 
 
Ensuring Accuracy of Information on the Public Register 

 Clarifying and enhancing the powers of the Registrar of Companies 
(the Registrar) in relation to the registration of documents, such as 
specifying requirements as to the authentication of the documents to 
be delivered to the Companies Registry (CR) and manner of delivery 
and withholding registration of unsatisfactory documents pending 
further particulars. 
 

 Clarifying and enhancing the Registrar’s powers in relation to the 
keeping of the register, such as rectifying typographical or clerical 
errors, making annotations, and requiring a company to resolve any 
inconsistency or provide updated information. 
 

 Introducing a new court-based procedure for removing from the 
register information that is inaccurate, forged or derived from 
anything invalid, ineffective or done without the authority of the 
company.   
 

 Requiring a company to deliver to the CR a return or notification 
including a statement of capital whenever there is a change to its 
capital structure, so as to ensure that the public register contains 
up-to-date information on a company’s share capital structure. 

 
 
Improving the Registration of Charges Scheme 

 Revising the list of registrable charges, such as expressly providing 
that a charge on an aircraft or any share in an aircraft is registrable 
and removing the requirement to register a charge for the purpose of 
securing any issue of debentures. 
 

 Replacing the automatic acceleration of the repayment obligation 
with a choice given to the lender as to whether the secured amount is 
to become immediately payable where a charge is void for 
non-compliance with the registration requirements. 



- 2 - 

 Requiring a certified copy of the charge instrument (in addition to 
the prescribed particulars of the charge) to be registrable and 
available for public inspection to give more detailed information to 
those who search the register. 
 

 Shortening the period for delivery to the Registrar of the charge 
instrument and the prescribed particulars from five weeks to one 
month, so as to reduce the period during which the charge is 
invisible on the register. 

 
 Requiring written evidence of debt satisfaction/release of a charge to 

accompany a notification to the Registrar for registration of the debt 
satisfaction/release, thus making such documents available for 
public inspection.  

 
 
Enhancing Regulation of Voluntary Deregistration of Companies 
 

 Imposing two additional conditions for voluntary deregistration of 
defunct companies, namely that the applicant must confirm that the 
company is not a party to any legal proceedings and that it has no 
immovable property in Hong Kong, so as to minimise any potential 
abuse of the deregistration procedure. 

 
 
Improving the Enforcement Regime 

 Enhancing the investigatory powers of an inspector, for example, 
requiring a person under investigation to preserve records or 
documents and to verify statements by statutory declaration. 

 
 Providing better safeguards for confidentiality of information 

obtained in investigations and enquiries and better protection of 
informers. 

 
 Providing for new powers for the Registrar to obtain documents or 

information for ascertaining whether any conduct, that would 
constitute certain offences relating to giving to the Registrar any 
false or misleading statement, has taken place.  

 
 Strengthening the enforcement regime in relation to liabilities of an 

officer of a company for the company’s contravention of a provision 
in the Companies Bill, including lowering the threshold for a breach 
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or contravention and extending it to cover reckless acts/omissions, 
and negligent omissions in the sense of failing to take all reasonable 
steps to prevent the contravention, through a new definition of 
“responsible person”.  

 
 Empowering the Registrar to compound specified offences so as to 

optimise the use of judicial resources.  The compoundable offences 
are generally confined to those which are related to non-compliance 
of filing obligations and obligations for affixing or publishing a 
company’s name which are punishable only by a fine and triable 
summarily only. 



 
Annex D 

SOME NOTBALE MEASURES FOR BUSINESS FACILITATION 
IN THE COMPANIES BILL 

 Some notable measures for business facilitation to be 
introduced in the Companies Bill are highlighted below. 
 
 
Streamlining Procedures 

 Allowing companies to dispense with Annual General Meetings by 
unanimous shareholders’ consent. 

 
 Introducing an alternative court-free procedure for reduction of 

capital based on a solvency test. 
 

 Allowing all types of companies (instead of confining to private 
companies as in the current Companies Ordinance (CO)) to purchase 
their own shares out of capital, subject to a solvency test. 
 

 Allowing all types of companies (whether listed or unlisted) to 
provide financial assistance for the purpose of another party 
acquiring the company’s own shares or the shares of its holding 
company, subject to the satisfaction of the solvency test and certain 
specified procedures.  Currently, under the CO, there is a broad 
prohibition on giving financial assistance with some exceptions 
provided. 
 

 Introducing a new court-free statutory amalgamation procedure for 
wholly-owned intra-group companies. 
 

 Streamlining the procedures for restoration of dissolved companies 
by court order. 
 

 Introducing a new procedure of “administrative restoration” of a 
dissolved company by the Registrar in straightforward cases without 
the need for recourse to the court. 

 
 
Facilitating Simplified Reporting Particularly by SMEs 

 Facilitating SMEs to prepare simplified financial and directors’ 
reports along the following lines: – 
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- a private company (except for a banking/deposit-taking company, 
an insurance company or a stock-broking company), will 
automatically be qualified for simplified reporting, if it is a 
“small private company” that satisfies certain conditions1. 

 
- a group of companies that qualifies as a “group of small private 

companies”2 is also qualified for simplified reporting. 
 

 Allowing small guarantee companies and groups of small guarantee 
companies which have total annual revenue of not more than $25 
million to be qualified for simplified reporting. 
 

 Making the summary financial report provisions more user-friendly 
and extending their application to companies in general (instead of 
confining to listed companies as in the current CO). 

 
 
Facilitating Business Operation 
 

 Making the keeping and the use of a common seal optional and 
relaxing the requirements for a company to have an official seal for 
use abroad. 

 
 Permitting a general meeting to be held at more than one location by 

using audio-visual technology. 
 

 Setting out the rules governing communications to and by 
companies in electronic form. 

 
1  Satisfying any two of the following conditions:- 

 Total annual revenue not more than HK$50 million. 
 Total assets not more than HK$50 million.  
 No more than 50 employees. 

 
2  Satisfying any two of the following conditions:- 

 Aggregate total annual revenue not more than HK$50 million net. 
 Aggregate total assets not more than HK$50 million net. 
 No more than 50 employees. 



 
Annex E 

SOME NOTABLE MEASURES TO MODERNISE THE LAW IN 
THE COMPANIES BILL 

 Some notable measures to modernise the law to be introduced 
in the Companies Bill are highlighted below. 
 
 
Retiring the Concept of Par Value 
 

 Adopting a mandatory system of no-par for all companies with a 
share capital as par value is an antiquated concept that may give rise 
to practical problems, such as inhibiting raising of new capital and 
unnecessarily complicating the accounting regime. 

 
 
Removing the Power to Issue Share Warrants 
 

 Removing the power of companies to issue share warrants to bearers.  
Share warrants are rarely issued nowadays and are undesirable from 
the perspective of anti-money laundering because of the lack of 
transparency in the recording of their ownership and the manner by 
which they are transferred. 

 
 
Better Protection of Personal Data 
 

 Introducing new provisions for withholding from public inspection 
of directors’ residential addresses and full identity card/passport 
numbers in the Companies Registry’s public register, for the sake of 
better protection of personal data. 

 
 
Clarifying Rules on Indemnification of Directors against Liabilities 
to Third Parties 

 
 Clarifying the rules on indemnification of directors against liabilities 

to third parties so as to remove uncertainty in case law. 
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IMPLICATIONS OF THE PROPOSAL 

Economic Implications  

 The proposal should help enhance Hong Kong’s business 
environment, thereby strengthening Hong Kong’s position as an 
international financial and business centre.  In particular, the proposal 
will enhance corporate governance, ensure better regulations, facilitate 
business and modernise our company law. 
 
 
Financial and Civil Service Implications 

2. There is no plan to revise the fees for existing services for the 
time being.  On fees for new services endorsed by the Legislative 
Council (LegCo), Companies Registry (CR) will assess the fee level on a 
cost-recovery basis in accordance with normal procedure. 
 
3. Depending on the form of the statutory requirements, CR will 
need to enhance its information system after the CB is passed.  CR is 
assessing the scope of possible enhancements with its contractor. All the 
expenditure involved will be absorbed by the CR Trading Fund. 
 
4. With the adoption of a no-par regime in the CB, it will not be 
possible to continue to levy the capital duty on the “nominal share 
capital”1.  Instead, we will collect an alternative duty on “issued share 
capital” in the same manner as the current capital duty while exempting 
existing companies to the extent of the nominal value of the company’s 
unissued share capital upon commencement of the CB2.  The amount of 
alternative duty collected will likely be less than the current capital duty, 
but it is hard to predict the exact difference at the moment.  The fact that 

 
1 Capital Duty is currently levied at a rate of $1 for every $1,000 or part thereof (subject to a cap at 

$30,000 per case) in respect of each company on: - 
(a) amount of nominal share capital on incorporation; 
(b) increase in nominal share capital after incorporation; and 
(c) amount of premium when shares are issued at a premium after incorporation 

 
In the past five financial years from 2005-06 to 2009-10, capital duty of $72.6 million was collected 
annually on average. 
 

2 For existing companies, since capital duty has already been levied on their nominal share capital, 
they will be exempted from paying alternative duty for the amount of share capital increased after 
the commencement of the CB, until the cumulative amount of the increase(s) exceeds the amount 
of the nominal value of the company's unissued share capital. 
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the total amount of issued share capital of all companies stands at some 
66% of the total amount of nominal share capital may offer a ballpark 
figure. 
 
5. The proposals in the CB will involve new functions and powers 
to be given to the CR, with consequential resources implications.  On 
the other hand, with the introduction of electronic incorporation of 
companies and electronic filing of documents with CR, there would be 
some savings in CR’s manpower resources, principally as regards data 
input and clerical work.  Depending on particulars of the proposals 
endorsed by the LegCo, it is envisaged that the implementation of the 
new Bill will not have major manpower implications.  Creation of 
additional posts, if considered required, will go through the established 
procedures and the costs will be absorbed by the CR Trading Fund. 
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