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LEGISLATIVE COUNCIL BRIEF

COMPANIES ORDINANCE (CAP. 32)

COMPANIES ORDINANCE (EXEMPTION OF COMPANIES

AND PROSPECTUSES FROM COMPLIANCE WITH

PROVISIONS) (AMENDMENT) NOTICE 2003

INTRODUCTION

1. Pursuant to sections 38A and 342A of the Companies Ordinance

(Cap. 32) (“CO”), the Securities and Futures Commission (“SFC”) has made the

Companies Ordinance (Exemption of Companies and Prospectuses from

Compliance with Provisions) (Amendment) Notice 2003 (“Amendment Notice”)

at the Annex.

BACKGROUND AND ARGUMENT

2. Pursuant to sections 38 and 342 of the CO, every prospectus issued,

circulated or distributed in Hong Kong must comply with certain content

requirements, including those described in the Third Schedule to the CO.  Pursuant

to sections 38A and 342A of the CO, the SFC may exempt any class of

prospectuses from any or all of such content requirements, if, having regard to the

circumstances, the SFC considers that compliance with any or all of those

requirements would be either irrelevant or unduly burdensome in the case of that

class.
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3. The Amendment Notice exempts prospectuses relating to offers of

debentures from compliance with a number of content requirements under the

Third Schedule to the CO.  The exemption differs depending on whether the

debentures will be listed or not.

4. In the case of debentures that will be listed in Hong Kong, the

exemption is granted in respect of –

(1) content requirements which are the same as or similar to those

imposed under the relevant listing rules (provided no waiver,

modification or other dispensation has been granted from such

listing rule requirements), and hence unduly burdensome to

require issuers to comply with twice; and

(2) content requirements relating to the disclosure of information

which is irrelevant for the purposes of an investor in

debentures making an informed investment decision, and

hence compliance therewith would be irrelevant and/or unduly

burdensome.

5. In the case of debentures that will not be listed in Hong Kong, the

exemption is granted in respect of content requirements relating to the disclosure of

information which is irrelevant for the purposes of an investor in debentures

making an informed investment decision, and hence compliance therewith would

be irrelevant and/or unduly burdensome.  

6. The exemptions are intended to lessen the practical difficulties

encountered in the conduct of offerings of debentures, and thereby facilitate the

development of the debt market in Hong Kong.
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THE AMENDMENT NOTICE

7. Section 2 of the Amendment Notice adds new sections 8 and 9 to the

Companies Ordinance (Exemption of Companies and Prospectuses from

Compliance with Provisions) Notice (Cap. 32 Sub. Leg.), as amended by the

Companies Ordinance (Exemption of Companies and Prospectuses from

Compliance with Provisions) (Amendment) Notice (L.N. 204 of 2002) which is

scheduled to come into operation on 1 April 2003.

8. New section 8 deals with exemptions in relation to debentures that

will not be listed in Hong Kong, while new section 9 deals with exemptions in

relation to debentures that will be listed in Hong Kong.

PUBLIC CONSULTATION

9. The following bodies have been consulted on and welcome the

exemptions –

(1) the Working Group on Debt Market (set up in December 2001

under the Financial Market Development Task Force

(“FMDTF”) to pursue initiatives for the development of the

debt market in Hong Kong), which comprises representatives

of the SFC, Hong Kong Mortgage Corporation, Hong Kong

Monetary Authority, Financial Services Branch of the

Financial Services and the Treasury Bureau and Hong Kong

Exchanges and Clearing Limited;
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(2) the Securities Offering Issues Subgroup (set up under the

Securities and Futures Market Development Working Group

of the FMDTF to review the statutory and regulatory regimes

governing the offerings of securities), which comprises

representatives from large international investment banks;

(3) the Hong Kong Capital Markets Association; and

(4) the Hong Kong Association of Banks.

FINANCIAL AND STAFFING IMPLICATIONS

10. There are no financial or staffing implications for the Government.

COMMENCEMENT DATE

11. The Amendment Notice shall come into operation on 23 May 2003.

PUBLICITY

12. The Amendment Notice will be published in the Gazette on 28

March 2003.  The SFC will issue a press release on the same day to publicise the

exemptions.
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ENQUIRIES

13. For any enquiries on this brief, please contact Ms Sonia Leung,

Senior Manager of the Corporate Finance Division of the SFC at 2283 6170 or Ms

Thrity Mukadam, Senior Counsel of the Legal Services Division of the SFC at

2840 9209.

Securities and Futures Commission

25 March 2003






















