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Enhance Hong Kong's competitiveness and attractiveness as an
International business and financial centre
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Modernize our company law in light of the experiences of
comparable jurisdictions
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Key Considerations
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Cater for the needs of small and medium-sized enterprises
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Enhance CorpOrate governance
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Encourage the use of information technology
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Improved the structure and modernize the language
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Benchmark Hong Kong against major common law jurisdictions e.g.
Australia, Singapore and the United Kingdom
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Two Phases
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1st Phase:
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2nd Phase:
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Core company provisions affecting the
operation of 600 000 live companies
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Winding-up and other insolvency-related
provisions
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1st Phase: Timeframe
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Research, consultations and drafting (incl. mid 2006 — mid 2009
consulting the SCCLR and Advisory Groups,
topical public consultations)
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Consult the public on the White Bill mid — end 2009
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Revise the White Bill 1st half 2010
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Introduce the New Companies B| || into the LegCo Q3 2010
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Companies Bill Team
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Additional resources approved by LegCo Finance Committee on 13 January 2006
for Phase | rewrite
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A Comrﬁ)anies Bill Team (“CBT") was formed in mid-2006 and is operating at full
strengt
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14 officers: 5 from FSB and 9 from the Companies Registry
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Supported by 7 legal officersin the Department of Justice
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External legal consultant
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Framework of the New Companies Bill
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Tentatively, there will be 22 parts
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Winding-up / insolvency-related provisions to be covered
under Phase |1 of the rewrite
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Advisory Groups (AGS)
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AG 1. Share capital, distribution of profits and assets and charges
provisions
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AG 2. Company formation, reg_lstratlon_, _re-registration, and company
meeting and administrative provisions
O F| e BEFfrs s i G Mok
AG 3 Directors and officers related provisions
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AG 4. | nspections, investigations and offences and punishment provisions
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Members are from relevant professional bodies and business organizations, company
law academics, SCCLR members and government representatives.
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AGS Work
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Started work in phases since October 2006 and convened 18
meetings with 11 subjects discussed
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Progress of AGs are in line with our planned timetable
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The Standing Committee on Company Law Reform

(SCCLR)
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Established in 1984 to advise the FS mainly on amendments to the
Companies Ordinance
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A key body to advise on al major rewrite proposals, including
recommendations by the AGs
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Topical Public Consultants
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Accounting and Auditing Provisions
200737 29p - 200767 29¢
29 March — 29 June 2007
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Share Capital, Distribution of Profits and Assets
2008 & 4~
Early 2008
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Company Charges
2008 & 4~
Early 2008
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Our Aims
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Save compliance and
business costs

(2)
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Improve disclosure and
transparency
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Save Compliance and Business Costs
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Enable more private companies to take advantage of simplified reporting
and disclosure requirements
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Make the summary financial report provisions more user-friendly
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Relieve a holding company from the obligation to prepare its own
accounts, provided that the company has included its own balance sheet as
anote to its group accounts
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Improve Disclosure and Transparency
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The directors’ report should include:
B BRI EAEIen My (A Qif B F A2 )5 a more
forward -looking, analytlcal and informative busmess review (mainly in
the case of public companies)
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a statement by directors concerning disclosure of information to
auditors, so as  to facilitate the latter to obtain all relevant audit

iInformation
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Modernise and streamline the provisions on directors’ remuneration
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Provide explicitly for a company’s financial year
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Enhance Compliance
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Enhance auditors rights, eg. expand auditors right to obtain company
information from the employees of a company and other relevant persons
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Increase auditors’ responsibilities, e.g. requiring all outgoing auditors to provide a
statement of the circumstances connected with his ceasing to hold office
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Review the relative roles of the accounting disclosure requirements in the
Companies Ordinance, e.g. the Tenth and Eleventh Schedules, the Hong Kong
Financial Reporting Standards and the Small and Medium-sized Entities Financia
Reporting Standards
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Thank you
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