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LEGISLATIVE COUNCIL BRIEF

Companies Ordinance
(Ord. No. 28 of 2012)

Companies (Words and Expressions in Company Names) Order
Companies (Disclosure of Company Name and Liability Status) Regulation
Companies (Accounting Standards (Prescribed Body)) Regulation
Companies (Directors’ Report) Regulation
Companies (Summary Financial Reports) Regulation

INTRODUCTION
The Financial Secretary has made the following pieces of
subsidiary legislation for the implementation of the new Companies
Ordinance (“CO”) on 29 January 2013 –
(a) the Companies (Words and Expressions in Company Names)
Order (Annex A) in exercise of the power under section 101
of the new CO;
(b) the Companies (Disclosure of Company Name and Liability
Status) Regulation (Annex B) in exercise of the power
under sections 659 and 660 of the new CO;
(c) the Companies (Accounting Standards (Prescribed Body))
Regulation (Annex C) in exercise of the power under
section 452(1) of the new CO;
(d) the Companies (Directors’ Report) Regulation (Annex D) in
exercise of the power under section 452(3) of the new CO;
and
(e) the Companies (Summary Financial Reports) Regulation
(Annex E) in exercise of the power under section 452(4)
and (5) of the new CO.

JUSTIFICATIONS
2.
The new CO contains provisions which empower respectively
the Financial Secretary and the Chief Justice to make subsidiary
legislation on various administrative, procedural and technical matters.
For the implementation of the new CO, a total of 13 pieces of subsidiary
legislation will be made. As these 13 pieces of subsidiary legislation
will form part of the new regime, they need to be enacted before the new
CO can be brought into operation, tentatively in the first quarter of 2014.
The Administration will therefore make them progressively by batches in
the first half of 2013. The first batch comprises the five pieces of
subsidiary legislation made by the Financial Secretary covered under this
Legislative Council Brief1. It does not include any provisions related to
the new arrangement concerning the inspection of the Companies
Register under the new CO. The subsidiary legislation related to the
new arrangement is expected to be tabled before the Legislative Council
in May 2013.

THE SUBSIDIARY LEGISLATION
Companies (Words and Expressions in Company Names) Order
3.
Section 100(2)(b) of the new CO retains an existing arrangement
under which approval has to be sought from the Companies Registry
should a company wish to register a name containing certain words or
expressions as specified in the relevant subsidiary legislation. This
Order sets out the updated list of words and expressions. It basically
follows the existing list in the Companies (Specification of Names) Order
(Cap.32E) but with the addition of “levy” and “tourism board” (and their
1

Other pieces of subsidiary legislation planned to be made in subsequent batches include –
(a)

Company Records (Inspection and Provision of Copies) Regulation;

(b) Companies (Residential Addresses and Identification Numbers) Regulation;
(c)

Companies (Disclosure of Information about Benefits of Directors) Regulation;

(d) Companies (Revision of Financial Statements and Reports) Regulation;
(e)

Companies (Model Articles) Notice;

(f)

Companies (Non-Hong Kong Companies) Regulation;

(g) Companies (Fees) Regulation; and
(h) Companies (Unfair Prejudice Petitions) Proceedings Rules.
All of the above subsidiary legislation will be made by the Financial Secretary and subject to the
negative vetting procedures, except item (h) which will be made by the Chief Justice and subject
to positive vetting procedures.
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Chinese equivalents) to guard against the registration of a company name
purporting to be responsible for collection of levies or to be connected in
some way with the Hong Kong Tourism Board. In updating the list,
several words and expressions in Cap.32E have not been retained as they
are either duplicative2 or no longer required3. The list of words and
expressions is at the Schedule to this Order.
Companies (Disclosure of Company Name and Liability Status) Regulation
4.
Sections 93 and 94 of the existing CO stipulate the requirements
concerning the display and disclosure of a company’s registered name at
the company’s offices and places in which its business is carried on.
This Regulation, while re-enacting the majority of existing requirements
in this respect, introduces the following changes –
(a) the requirement for a company to paint or affix its name in
a conspicuous position outside of its office (or place in
which its business is carried on) is replaced by the
requirement for its name to be displayed at the registered
office and business venue4 and so positioned that it can be
easily seen by any visitor, with a view to providing more
flexibility to companies;
(b) a business venue is subject to the requirement in paragraph
(a) only if it is open to the public;
(c) taking into account the usual practices of company services
providers and liquidators, the requirement to display the
name of the company concerned is dispensed with where –
(i)

the company has had no accounting transactions since
incorporation; or

(ii) a liquidator, receiver or manager of the property of the
company has been appointed and the location
concerned is also a place of business of the liquidator,
receiver or manager; and
(d) considering that it is common for a location to serve as the
registered offices of multiple companies (such as in the case
2

The Chinese expressions “總 商 會 ” and “受 託 人 ” are considered duplicative as their usage
will still be subject to approval under section 100(b)(ii) of the new CO by virtue of the fact that
“商 會 ” and “受 託 ” are retained on the list.

3

These are “Cooperative”, “Building Society”, “Mass Transit”, “Underground Railway” and
“Municipal” (and their Chinese equivalents).

4

A business venue refers to an office and place, other than the registered office, which is open to
the public and in which the company’s business is carried on.
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of the office of a company services provider), provisions
are also added to accommodate the use of electronic
devices for the display of company names at a location
shared by more than six companies5.
5.
The obligation to state a company’s registered name (and its
liability status where applicable) in all communication documents6 and
transaction instruments7 of the company is re-enacted and extended to
cover company websites. This Regulation further clarifies that the
obligation also applies to any such documents and instruments in
electronic form.
6.
In addition, under the existing CO, both the company and the
officers in default can be held liable if a company fails to display its name
at its premises, whereas only the former can be held liable in the case of
failure to state the company’s name on communication documents or
transaction instruments or to state the liability status. Considering the
similar nature and context of these requirements, this Regulation aligns
these offences such that the company concerned and every responsible
person of the company can be held liable.
7.

This Regulation comprises seven sections –
(a) Sections 1 and 2 provide for the commencement of this
Regulation and interpretation of the terms used;
(b) Section 3 specifies that a company’s registered name must
be displayed continuously in legible characters at its
registered office and every business venue such that it can
be easily seen by any visitor to the location, subject to the
prescribed exceptions;
(c) Section 4 provides for the communication documents or
transaction instruments of a company on which the
company’s registered name must appear. A company is
also required under this section to state its registered name
on its websites;
(d) Section 5 stipulates the requirements for a company to

5

Specifically, the requirement for display of a company name will be complied with provided that
the company name can be displayed in such cases –
(a)

for at least 15 continuous seconds once in every four minutes; or

(b) within four minutes after a request to make the display is made through the device.
6

Communication documents include business letters, notices and other official publications.

7

Transaction instruments include contracts, deeds, bills of exchanges, invoices, receipts, etc.
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disclose its limited liability status or otherwise in the
prescribed manner;
(e) Section 6 allows the use of certain abbreviations in the
display of a company’s registered name; and
(f)

Section 7 creates offences in respect of the non-compliance
of requirements under this Regulation.

Companies (Accounting Standards (Prescribed Body)) Regulation
8.
Section 380(4)(b) and (8)(b) of the new CO stipulates that the
financial statements of a company must comply with the applicable
statements of standard accounting practices issued or specified by a body
prescribed by subsidiary legislation made pursuant to section 452(1).
Section 2 of this Regulation specifies the Hong Kong Institute of
Certified Public Accountants (“HKICPA”) as such a body8.
Companies (Directors’ Report) Regulation
9.
As in the existing CO, the new CO will continue to require the
preparation of a directors’ report for laying before the company in its
general meeting.
This Regulation re-enacts certain requirements
concerning the contents of a directors’ report (which are currently
prescribed in section 129D(3) of the existing CO) with suitable
modifications. To enhance corporate governance and transparency, the
scope of disclosure is expanded to require the inclusion of –
(a) information on equity-linked agreements entered into by a
company; and
(b) a summary of reasons given by any director who has
resigned or declined to stand for re-election because of
disagreement with the board of directors.
This
requirement will not apply to companies that prepare
simplified reports.
10.
Other changes to the requirements on the contents of a directors’
report include –
(a) raising the upper limit of donations made by the company
and its subsidiary undertakings which are exempted from
8

The accounting standards prescribed by the HKIPCA include the Hong Kong Financial
Reporting Standards (“HKFRSs”), the Hong Kong Financial Reporting Standard for Private
Entities (“HKFRS for PE”) and the Small and Medium-sized Entities Financial Reporting
Standard (“SME-FRS”).
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disclosure to $10,000 (currently $1,000);
(b) restating the new disclosure requirement regarding
permitted indemnity provisions of directors provided under
section 470 of the new CO such that non-compliance will
constitute an offence;
(c) removing the requirement for disclosure of issue of
debentures or arrangement for enabling directors to acquire
benefits by means of the acquisition of debentures; and
(d) moving the requirement for disclosure concerning contracts
that involve directors’ material interests to the notes to
financial statements under section 383(1)(e) of the new CO.
11.

This Regulation comprises nine sections –
(a) Sections 1 and 2 provide for the commencement of this
Regulation and the interpretation of the terms used; and
(b) Sections 3 to 9 provide for the information that is required
to be contained in a directors’ report, including the new
requirements to provide information on equity-linked
agreements entered into by the company, the reasons for the
resignation of any director and directors’ permitted
indemnity provisions.

Companies (Summary Financial Reports) Regulation
12.
The new CO expands and modifies an existing arrangement for
eligible companies to prepare a financial report in summary form
(“summary financial report”) for sending to its members in place of the
reporting documents9 from which the report is derived. This Regulation
sets out the requirements on the form and contents of a summary financial
report as well as the relevant notifications and notices. It basically
follows the existing Companies (Summary Financial Reports of Listed
Companies) Regulation (Cap.32M), with necessary modifications made
to tie in with the changes to the arrangements concerning summary
financial reports brought by the new CO (please also refer to paragraph
28 for details) as well as to align with other requirements concerning the
reporting documents under Part 9 of the new CO. A member can choose
to receive from the company a copy of the summary financial report in
hard copy form, in electronic form, through the company’s website or not
9

Reporting documents in respect of a financial year is defined in section 357(2) of the new CO to
mean the financial statements, directors’ report and auditor’s report for the financial year. The
coverage is roughly equivalent to relevant financial documents as in the existing CO except that
“financial statements” are included in place of “accounts”.
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to receive any copies of the company’s reporting documents at all.
13.

This Regulation comprises three parts, namely –
(a) Part 1 provides for the commencement of this Regulation
and the interpretation of the terms used;
(b) Part 2 provides for the information and statements that a
summary financial report must contain. The information
must be derived from the reporting documents of the
company to which the summary financial report relates; and
(c) Part 3 provides for the form and contents of a notification
to any member for ascertaining the member’s intention to
receive summary financial reports.
It specifies the
particulars to be included in, and the effect of, a notice of
intent, a notice of revocation10 and a notice of cessation of
statutory election11. This Part also imposes requirements
to provide prepaid postage on the card or document for
sending a notice of intent by the member.

LEGISLATIVE TIMETABLE
14.
The five pieces of subsidiary legislation will be gazetted on 1
February 2013 and tabled at the Legislative Council for negative vetting
on 6 February 2013. They are expected to come into operation together
with the new CO, tentatively in the first quarter of 2014.

IMPLICATIONS OF THE PROPOSALS
15.
The subsidiary legislation to be made under the new CO is part
of the new company law regime. It will contribute to the achievement
of the economic benefits as envisaged to be brought by the CO rewrite,
namely to improve Hong Kong’s business environment and strengthen
our position as an international financial and business centre.

10

A member or potential member may revoke the notice of intent given previously and indicate a
new preference by giving a notice of revocation to the company.

11

Statutory election refers to the case when a member or potential member is deemed to have
elected to receive summary financial reports in hard copy form by default. A member or
potential member may give the company a notice of cessation of statutory election to indicate a
new preference.
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16.
The five pieces of subsidiary legislation do not have civil service,
environmental, financial, productivity or sustainability implications.
They are in conformity with the Basic Law, including the provisions
concerning human rights. They will not affect the binding effect of the
new CO.

PUBLIC CONSULTATION
17.
We conducted a public consultation on the draft provisions of
subsidiary legislation to be made under the new CO (including the five
pieces of subsidiary legislation covered by this Legislative Council Brief)
in two phases, with phase one launched on 28 September 2012 and phase
two on 2 November 2012. The consultation period was six weeks in
both phases. A total of 34 submissions were received by end-2012 and
the respondents were generally supportive of the proposed subsidiary
legislation. Insofar as the five pieces of subsidiary legislation are
concerned, the respondents offered both general and technical comments
on the draft provisions. The Standing Committee on Company Law
Reform was consulted in the process. We have also briefed the Panel on
Financial Affairs of the Legislative Council on the subsidiary legislation
to be made under the new CO on 7 January 2013. We have taken into
account the comments received during public consultation when making
the five pieces of subsidiary legislation.

PUBLICITY
18.

A spokesman will be arranged to handle media enquiries.

BACKGROUND
Rewrite of the Companies Ordinance
19.
The rewrite of the existing CO (Cap.32) aims to provide a
modernised legal regime for the formation and operation of companies in
Hong Kong. In January 2011, we introduced the Companies Bill (“CB”)
into the Legislative Council and a Bills Committee was formed to
scrutinise the Bill. The CB was passed on 12 July 2012 and it was
subsequently gazetted as the new CO (Ord. No. 28 of 2012) on 10 August
2012. Our target is to bring the new CO into operation in the first
quarter of 2014.
–
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Companies (Words and Expressions in Company Names) Order
20.
Section 20 of the existing CO provides that prior approval is
required should a company wish to register a name containing certain
words or expressions. The words and expressions are set out in the
Companies (Specification of Names) Order (Cap.32E). The above
arrangement is re-enacted in section 100(2)(b) of the new CO. Section
101 of the new CO further provides that the Financial Secretary may
make an order to specify such words and expressions.
Companies (Disclosure of Company Name and Liability Status) Regulation
21.
Section 93 of the existing CO requires a company to paint or
affix its name in legible characters in a conspicuous place outside every
office and place in which its business is carried on. This section further
provides that a company shall state its name in its communication
documents and transaction instruments. Permitted abbreviations of
terms such as “HK”, “Co.” and “Ltd.” that may be used in the display of
the company’s registered name are prescribed under section 94.
22.
Under the new CO, section 659 provides for the making of
subsidiary legislation to prescribe the aforesaid matters that used to be set
out in sections 93 and 94 of the existing CO. Section 660 further
provides that the subsidiary legislation may also provide for the criminal
consequences of contravention of such requirements.
Companies (Accounting Standards (Prescribed Body)) Regulation
23.
Under the existing CO, the balance sheet and profit and loss
account of a company must meet the requirements as set out in Schedule
10 of that Ordinance that comprises a detailed list of items to be disclosed.
For companies which prepare their accounts in simplified form pursuant
to section 141D of the existing CO, the disclosure requirements as set out
in Schedule 11 of that Ordinance apply to the balance sheet instead. The
accounts of a company must also comply with the reporting standards
issued by the HKICPA.
24.
As accounting practices and requirements are constantly
evolving in line with international development, the disclosure
requirements applicable to financial statements will be streamlined under
the new CO regime. Specifically, to avoid potential conflict, both
Schedules 10 and 11 of the existing CO will be repealed while the
reporting standards issued by the HKICPA will be given indirect statutory
–
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recognition. This displaces the need to stipulate the detailed disclosure
requirements for financial statements in our legislation.
Companies (Directors’ Report) Regulation
25.
Section 129D of the existing CO stipulates that a directors’
report shall be attached to the company’s balance sheet. The report shall
be approved by the board of directors and signed either by the chairman
of the board meeting, or the company secretary, on behalf of the board.
A list of matters to be stated in a directors’ report is prescribed in section
129D(3). These matters include the principal activities of the company,
matters relating to shares issued, management contracts, arrangements
and other contracts involving director’s interest or benefits, donations and
any other matters which are material for appreciation of the state of the
company’s affairs.
26.
In the new CO, the requirements concerning the preparation and
approval of a directors’ report are generally restated in sections 388 and
391 respectively. Section 390 provides for the inclusion of, among
others, the names of directors and information about the principal
activities of the company (and its subsidiary undertakings in the case of a
holding company); section 543 requires the disclosure of information on
management contracts; and section 452(3) provides that information to be
contained in a directors’ report and other requirements may be prescribed
by subsidiary legislation.
Companies (Summary Financial Reports) Regulation
27.
Under the existing CO, sections 141CA to 141CG provide that a
listed company may prepare a summary financial report for sending to its
members in place of the relevant financial documents from which the
report is derived. The company has to send a notification to ascertain
the intent of individual members, who may then indicate agreement to
receive summary financial reports by giving a notice of intent to the
company.
28.
The aforesaid arrangement is retained as sections 437 to 446 of
the new CO with several modifications, notably (i) in addition to listed
companies, any other companies not preparing simplified reports will also
be eligible to prepare summary financial reports; (ii) an opt-out regime
will be adopted, i.e. a member will receive a copy of the summary
financial report in hard copy form by default if the member has not given
a notice of intent to the company before a specified date, whereas the
–
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member is still entitled to request for a copy of the reporting documents
for the financial year concerned; and (iii) a potential member, in addition
to members of the company, may also give notices of intent. For a
summary financial report as well as the relevant notifications and notices,
their form and contents must comply with any requirements prescribed by
subsidiary legislation made pursuant to section 452(4) and (5) of the new
CO.

ENQUIRIES
29.
Any enquiry on this Legislative Council Brief should be
addressed to Mr Arsene Yiu, Principal Assistant Secretary for Financial
Services and the Treasury (Financial Services) at 2528 6384.

Financial Services and the Treasury Bureau
30 January 2013
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