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Secretary for Financial Services and the Treasury By Fax (2865 6778) and By Post
Financial Services and the Treasury Bureau

(Attn: Mr Alan LO, PAS(FS)4) 1 November 2004
18/F, Tower 1

Admiralty Centre

18 Harcourt Road

Hong Kong

Dear Mr LO
Companies (Amendment) Bill 2004

| am scrutinising the legal and drafting aspects of the Bill and have the
following comments:

1. Section 1 of the 23™ Schedule limits the scope of interpretation for the
terms “parent company”, “parent undertaking”, “shares” and “undertaking” to “for the
purposes of the provisions specified under section 2B(3) of this Ordinance and this
Schedule”.  However, “shares” and “undertaking” are further defined to be
“construed for the purposes of the provisions specified under section 2B(3) of this

Ordinance” only. Please clarify the inconsistency.

2. Section 2 of the 23" Schedule specifies the criteria for determining the
relationship between (a) “a parent undertaking” and (b) *“a subsidiary undertaking
which is a body corporate” or “a subsidiary which is not a body corporate”. One of
the criteria is the voting power/voting rights held by a parent undertaking in a
subsidiary undertaking.

While the term “voting rights (F<J%f#)” held by a parent undertaking in
a subsidiary undertaking which is not a body corporate is defined in section 3(1) of
the 23 Schedule, “voting power (Z3}4#)” held by a parent undertaking in a
subsidiary undertaking which is a body corporate is not defined. Please define the
meaning of “voting power (<1} 4##)” referred to in section 2(4) of the Ordinance.

3. Section 3(3) of the 23™ Schedule states that the voting rights in an
undertaking referred to in section (1) shall be reduced by any rights held by the



undertaking itself. The voting rights in an undertaking referred to in section 3(1) are
construed as “the rights conferred on shareholders in respect of their shares or, in the
case of an undertaking not having a share capital, on members, to vote at general
meetings of the undertaking on all, or substantially all, matters”. What is the
meaning of “any rights held by the undertaking itself”? Are the “rights held by the
undertaking itself” of the same type as “the voting rights referred to in section 3(1)” in
order for them to be reducible under section 3(3)?

4, Section 7 of the 23 Schedule stipulates that for the purposes of this
Schedule, rights shall be treated as held as nominee for another if they are exercisable
only on his instructions or with his consent or concurrence. The Chinese text of “the
rights exercisable with his concurrence” is ||} ==y l— * H il = ﬁ[ﬁfj'[ﬁ
W™ =7 Are these rights legal rights jointly exercisable by both parties?  If the
answer is in the affirmative, are these two parties the joint legal owners of the shares?

5. Consequential amendments in Cap 1

As “Financial Secretary” is not mentioned in section 126(2) of the
Companies Ordinance, should the reference to this section be deleted?

6. I enclose my comments on the Chinese text of section 128(2)(a).
It is appreciated that your reply in both Chinese and English could reach
us by close of play, 5 November 2004.

Yours sincerely

(Monna LALI)
Assistant Legal Adviser
c.c. DaJ (Attn: Mr K F CHENG, SALD
Mr Allen LAI, SGC)
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