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INTRODUCTION 
 
 At the meeting of the Executive Council on 27 March 2018, the 
Council ADVISED and the Chief Executive ORDERED that the 
Companies (Amendment) Bill 2018 (the Bill), at Annex, should be 
introduced into the Legislative Council (LegCo). 
 
 
JUSTIFICATIONS 
 
2.  The new Companies Ordinance (Cap. 622) (new CO) 
commenced operation in March 2014.  It provides for a modern 
statutory framework for the incorporation and operation of companies in 
Hong Kong.  A number of measures have been introduced under the 
new CO to simplify statutory procedures, reduce the compliance costs of 
companies and cater for the needs of small and medium-sized enterprises 
(SMEs).  Implementation of the new CO has been smooth.  It has 
largely achieved the policy objectives to enhance corporate governance, 
ensure better regulation, facilitate business and modernize the law. 
 
3.  Based on the operational experience since the commencement of 
the new CO and the feedback from various stakeholders, we have 
identified certain provisions of the new CO that should be amended to 
incorporate new developments after the commencement of the new CO 
and clarify the policy intent or remove ambiguities and inconsistencies. 
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Amendments to incorporate new developments 
 
Reporting exemption - expanding the scope for simplified reporting 
 
4.  To facilitate business, the new CO allows simplified reporting by 
corporate groups which meet specified size criteria 1 .  Under this 
reporting exemption, the holding company of an eligible group of 
companies is entitled to prepare simplified financial statements in 
accordance with the “Small and Medium-sized Entity Financial Reporting 
Framework and Financial Reporting Standard” issued by the Hong Kong 
Institute of Certified Public Accountants (HKICPA), and is subject to less 
stringent requirements for the preparation of auditors’ reports and 
directors’ reports2.   
 
5.  To provide more flexibility to SMEs to reduce their compliance 
costs, we propose adding provisions to the new CO to allow the holding 
companies of two other types of corporate groups to benefit from the 
reporting exemption, namely –  
 

(a) holding companies of corporate groups comprising small private 
companies or eligible private companies or both on the one hand; 
and small guarantee companies on the other (mixed groups), 
provided that both the holding company and all the subsidiary 
companies meet the size criteria; and  

 
(b) holding companies of groups of small private companies, eligible 

private companies, small guarantee companies, or the mixed 
groups described in paragraph (a) above, with non-Hong Kong 
subsidiaries, provided that both the holding company and all of 
its subsidiary companies, including non-Hong Kong subsidiaries, 
meet the size criteria. 

 
Updating the accounting-related provisions in Part 9 of, and Schedule 1 
to, the new CO 
 
6.  In the light of the introduction of the Hong Kong Financial 

                                                      
1 A holding company of a group of companies qualifies for the reporting exemption if it satisfies the 

size criteria and each company in the group qualifies as a small private company (Schedule 3, section 
1(7)), an eligible private company (Schedule 3, section 1(10)) or a small guarantee company 
(Schedule 3, section 1(13)), as the case may be.   

 
2 Specific exemptions include, for instance, more relaxed requirements for the preparation of financial 

statements and auditors’ reports (sections 380(7) and 406(1)(b)) and no requirement to include a 
business review in the directors’ report (section 388(3)(a)). 
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Reporting Standard 10 issued by the HKICPA (last updated in 
January 2017), we propose to amend Part 9 of, and Schedule 1 to, the 
new CO to update the definitions of “holding company” and “parent 
undertaking” to reflect the latest accounting standards.  The standards 
establish control as the basis for determining which entities are to be 
included in the consolidated financial statements and define the principle 
of control.  The proposed amendments will avoid inconsistencies 
between the new CO and the latest accounting standards in determining 
whether an entity is a “subsidiary undertaking” of the “parent 
undertaking”. 
 
Amendments to clarify policy intent or to remove ambiguities and 
inconsistencies 
 
Display of company name for non-Hong Kong companies 
 
7.  The new CO and its subsidiary legislation contain detailed 
requirements regarding the display of the name of a company 
incorporated in Hong Kong3.  However there are no corresponding 
provisions for non-Hong Kong companies.  We propose to add a 
provision to empower the Financial Secretary to make regulations 
providing for the requirements on the display of company names and the 
disclosure of liability status4 of non-Hong Kong companies so as to align 
the obligations of non-Hong Kong companies with those of local 
companies in the display of company names. 
 
Alignment of penalty provisions relating to financial statements and 
reports 
 
8.  At present, the penalty level for an offence relating to the 
revision of financial statements and reports, which is specified in 
section 20 of the Companies (Revision of Financial Statements and 
Reports) Regulation (Cap. 622 sub. leg. F), is lower than the penalty level 
for a corresponding offence relating to the original financial statements 
and reports which is specified in the new CO. 
 
9.  During the scrutiny of the subsidiary legislation by LegCo in 
2013, in response to Bills Committee members’ request, the Government 

                                                      
3   The requirements set out in the Companies (Disclosure of Company Name and Liability Status) 

Regulation (Cap. 622 sub. leg. B) include the obligations to display continuously the company 
name in legible characters and to position the company name so that it may easily be seen by any 
visitor, with an option for electronic display. 

4  For example, a limited company must state that it is incorporated with limited liability. 
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undertook to review and remove the inconsistency in the penalty levels 
relating to financial statements and reports in the next legislative exercise 
to amend the new CO.  The proposed amendment will align the penalty 
levels for the relevant offences. 
 
Streamlining and clarifying provisions to facilitate compliance 
 
10.  In respect of financial reporting, we propose that amendments be 
made to the technical accounting and reporting provisions, which include 
the following – 
 

(a) we propose to provide for an option for a holding company 
which is also a wholly owned subsidiary to prepare consolidated 
financial statements instead of its own financial statements; 

 
(b) regarding the requirement under the new CO for a holding 

company to list the names of the directors of its subsidiary 
undertakings in the directors’ report, we propose to provide an 
alternative way of complying with the disclosure requirement, by 
adding an option of allowing a holding company to provide such 
information on its website, or by keeping a list of the names of 
the directors of all of its subsidiary undertakings at the holding 
company’s registered office and making it available for 
inspection; and 

 
(c) under the new CO, if a group of companies is not qualified as a 

group of small private companies because not every company in 
the group is qualified as a small private company, the holding 
company may still be eligible for the reporting exemption if 
members of each relevant company in the group agree to adopt 
simplified reporting and no member objects.  After considering 
the views expressed by stakeholders, we propose that the 
adoption of simplified reporting should require a resolution by 
members of the holding company only. 

 
11.  We also propose to streamline or clarify the following provisions 
to facilitate compliance – 
 

(a) in respect of a company’s articles, we propose to allow a 
company’s articles to be in electronic form; and if a company has 
both an English name and a Chinese name, both names must be 
stated in the articles; 
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(b) we propose to provide for an exemption from the general 
registration requirement for an alteration of articles if such 
alteration is in respect of a change of the company name since 
there is already a separate requirement for registration of a 
change of name; 

 
(c) we propose to clarify the relevant statutory provisions to allow a 

company with both an English name and a Chinese name to 
display either its English name or Chinese name; 

 
(d) in respect of the statement of capital, we propose to make it clear 

that the statement of capital should report the capital position 
immediately after the relevant change instead of the capital 
position as at the date of change.  We also propose to clarify 
that the obligation to give particulars of class rights in the 
statement of capital only arises if the share capital is divided into 
different classes of shares; 

 
(e) we propose that if all holders of shares or members in a class 

have agreed to a variation of the class rights, the variation will 
have effect as agreed and will not be subject to further challenge; 

 
(f) we propose to amend the small payments exception to the 

restrictions on payments for loss of office as director such that 
certain payments are not aggregated for the purpose of 
determining whether a company can rely on the exception; 

 
(g) in respect of company record-keeping and company 

administration and procedure, we propose to clarify matters 
relating to (i) the keeping of records of directors to include 
resolutions passed by directors without a meeting; (ii) the 
records which may be used as evidence of proceedings at a 
directors’ meeting and general meeting; and (iii) the notification 
to the Companies Registry on where minutes of directors’ 
meetings are kept; 

 
(h) under the new CO, two or more wholly owned subsidiaries of a 

company may amalgamate (horizontal amalgamation) through a 
new court-free procedure.  We propose to make it clear that the 
court-free procedure for horizontal amalgamation is also 
available to subsidiaries of a holding company incorporated 
outside Hong Kong so long as the merging companies are Hong 
Kong companies; 
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(i) we propose to alter the conditions for granting applications for 

administrative restoration of companies to reflect operational 
practice, and expressly provide for the Government’s power in 
Part 15 of the new CO to dispose of any property or right vested 
as bona vacantia under the relevant section in the predecessor 
Companies Ordinance which is in line with the approach adopted 
for other similar provisions in Part 15; and 

 
(j) we propose to clarify the intention of the provisions in the Model 

Articles relating to the procedures for alteration of capital.  
 
12.  Other amendments are textual and technical in nature, most of 
which are for the purpose of removing ambiguities or ensuring 
consistency in the terminology used in different provisions of the new CO.  
For example, section 337(6) refers to “lender”.  The corresponding 
Chinese rendition should be “ 貸 款 人 ”, instead of “ 借款 人 ”.  
Section 432(2) refers to “general meeting”.  The corresponding Chinese 
rendition should be “成員大會”, instead of “周年大會”.  “Roman script” 
should be replaced with “Latin alphabet”. 
 
13.  Overall, the proposed amendments above would enable the new 
CO, being the legal framework for the operation of companies in Hong 
Kong, to reinforce Hong Kong’s competitiveness as a place to do 
business. 
 
 
THE BILL 
 
14. The Bill contains 115 clauses.  The main provisions are as 
follows – 

 
(a) Clause 7 amends section 76 to allow a company’s articles to be in 

electronic form. 
 
(b) Clause 8 substitutes section 81 to clarify that if a company has 

both an English name and a Chinese name, both names must be 
stated in its articles. 

 
(c) Clause 9 amends section 88 to provide for an exemption from 

the registration requirement under that section if the alteration is 
in respect of a change of the company name. 
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(d) Clause 10 amends section 124 to clarify that for a company with 
both an English name and a Chinese name, the common seal of 
the company may be engraved with only its English name or 
Chinese name. 

 
(e) Clauses 11 to 14 and 17 amend sections 142, 171, 173, 175 and 

184 respectively to specify that the statement of capital should 
report the share capital position immediately after the relevant 
change. 

 
(f) Clauses 15, 16, 18 and 19 amend sections 180, 182, 188 and 190 

respectively to provide that if the holders of shares or members 
in a class all agree, by written consent or resolution, to a 
variation of the class rights, the variation may take effect on the 
date of, or as specified in, the consent or resolution.  No holder 
or member may apply to the court to have the variation 
disallowed in such circumstances. 

 
(g) Clause 20 amends section 201 to clarify that the obligation to 

give particulars of class rights in the statement of capital only 
arises if the share capital of a company is divided into different 
classes of shares. 

 
(h) Clauses 32 to 44, 46, 47, 49, 50, 52, 53 and 54 contain 

amendments to various accounting and auditing provisions in 
Part 9 of the new CO. 

 
(i) Clauses 32 to 38 contain new provisions or amendments to the 

existing provisions to facilitate enterprises, mainly, SMEs, to 
take advantage of the reporting exemption provisions, i.e. 
provisions that allow companies to adopt simplified accounting 
and financial reporting.  The types of companies benefiting 
from the reporting exemption is expanded to include the holding 
company of a group of companies with members that are not 
incorporated in Hong Kong and the holding company of a mixed 
group.  Those holding companies will benefit from the 
simplified accounting and financial reporting requirements.  
Moreover, a holding company of a group of companies may also 
be a parent undertaking that is a company. 

 
(j) Clauses 32 and 39 to 44, 46, 47, 49, 50, 52 and 53 contain 

technical amendments to streamline the operation of the 
accounting and financial reporting requirements, and to facilitate 
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compliance with them.  Those include— 
 

(i) providing for an alternative means to disclose the names 
of directors of subsidiary undertakings in a holding 
company’s directors’ report; 

 
(ii) providing for an option for a holding company that is 

also a wholly owned subsidiary to prepare consolidated 
financial statements instead of its own statements; and  

 
(iii) aligning the penalty provisions relating to financial 

statements in the new CO with those relating to revised 
financial statements in its subsidiary legislation. 

 
(k) Clause 55 amends section 481 to require that a company must 

also cause to be recorded resolutions passed by directors without 
a meeting.   

 
(l) Clause 56 amends section 482 to clarify the matter relating to 

company records as evidence of the proceedings at meetings of 
directors. 

 
(m) Clause 58 amends section 525 on the “small payment” exception 

to the prohibition on payments for loss of office of a director to 
make it clear what payments are not aggregated for the purpose 
of calculating the total amount of the small payment. 

 
(n) Clauses 62 to 66 contain technical amendments or amendments 

to clarify certain provisions in Part 12 of the new CO which 
deals with company administration and procedure.  Clauses 62, 
63 and 66 make textual amendments to sections 588, 610 and 
622 respectively.  Clause 64 amends section 619 to require a 
company to keep the minutes of proceedings at directors’ 
meetings and the resolutions passed by directors without a 
meeting at its registered office or a prescribed place.  Clause 65 
amends section 621 to clarify the matter relating to company 
records as evidence of the proceedings of a general meeting. 

 
(o) Clauses 69, 70 and 71 contain amendments to clarify certain 

provisions (i.e. sections 678, 681 and 700) in Part 13 of the new 
CO which deals with arrangements, horizontal amalgamations 
and compulsory share acquisitions in takeovers and share 
buy-backs. 
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(p) Clauses 69 and 70 clarify the intention that the holding company 

is not required to be incorporated in Hong Kong for a horizontal 
amalgamation.  Clause 71 clarifies that in the case of a takeover 
offer relating to shares in a class, the requirement for 90% of the 
number of shares means 90% of the number of shares in the 
class. 

 
(q) Clause 72 amends section 761 to modify the conditions for 

granting applications for administrative restoration of 
companies. 

 
(r) Clause 73 amends section 773 to expressly provide for the power 

of the Government to dispose of any property or right vested as 
bona vacantia under section 292 of the predecessor Companies 
Ordinance. 

 
(s) Clauses 74 to 81 amend the provisions in Part 16 of the new CO 

which relates to non-Hong Kong companies. 
 
(t) Clauses 74 and 80 amend sections 774 and 803 respectively to 

clarify that an authorized representative of a non-Hong Kong 
company must have an address in Hong Kong.  Clauses 75, 76 
and 77 contain technical amendments requiring the name of a 
non-Hong Kong company to be in characters of the Latin 
alphabet instead of being in Roman script for various purposes. 

 
(u) Clauses 79 and 81 are to align the requirements for non-Hong 

Kong companies with those for Hong Kong companies on the 
disclosure of names, by repealing section 792 and adding new 
sections 805A and 805B to empower the Financial Secretary to 
make regulations for non-Hong Kong companies relating to the 
disclosure of company names and the relevant offences. 

 
(v) Clause 85 updates the meaning of “parent undertaking” in 

Schedule 1 which is related to the requirement for a holding 
company to prepare consolidated financial statements under Part 
9 of the new CO, so as to accord with the latest accounting 
standards issued by the HKICPA.  Clause 6 repeals section 16, 
clauses 57, 87 and 88 amends section 517 and Schedules 4 and 
5, and clauses 97, 100, 103 and 107 amend various pieces of 
subsidiary legislation under the new CO, to provide for related 
amendments. 
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(w) Clause 86 amends Schedule 3 (which sets out the conditions for 
companies to qualify for the reporting exemption) by reference 
to the expanded types of companies eligible for the reporting 
exemption.  This relates to item (i) above. 

 
(x) Clauses 91, 92 and 93 amend the Companies (Disclosure of 

Company Name and Liability Status) Regulation (Cap. 622 sub. 
leg. B) to clarify that if a company has both an English name and 
a Chinese name, the company may display only its English name 
or Chinese name.  Moreover, if a company registered by both 
an English and a Chinese name displays its English registered 
name and intends to display its name in Chinese, the company 
must display its Chinese registered name, and vice versa. 

 
(y) Clause 101 amends the Companies (Summary Financial Reports) 

Regulation (Cap. 622 sub. leg. E) to clarify that a reference to a 
holding company is to be construed in accordance with section 
357(4)(b) as added by clause 32. 

 
(z) Clauses 104 to 105 amend sections 19 and 20 of the Companies 

(Revision of Financial Statements and Reports) Regulation 
(Cap. 622 sub. leg. F) respectively. Clause 104 clarifies that a 
person preparing an auditor’s report on revised financial 
statements for a company also has the right to receive notice of 
the general meeting of the company.  Clause 105 aligns the 
penalty provision regarding revised financial statements with 
that regarding the original financial statements. 

 
(aa) Clauses 109 to 110 contain amendments to the Companies 

(Model Articles) Notice (Cap. 622 sub. leg. H) to clarify that an 
ordinary resolution of a company is required only for certain 
types of alteration of the share capital of the company. 

 
(ab) Clause 115 amends the Companies (Non-Hong Kong 

Companies) Regulation (Cap. 622 sub. leg. J) to clarify that the 
address of an authorized representative of a registered non-Hong 
Kong company contained in the company’s annual return must 
be an address in Hong Kong. 
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LEGISLATIVE TIMETABLE 
 
15. The legislative timetable will be – 

Publication in the Gazette 6 April 2018 

First Reading and commencement of 
Second Reading debate in LegCo 

25 April 2018 

Resumption of Second Reading debate, 
committee stage and Third Reading 

To be notified 

 
 
IMPLICATIONS OF THE PROPOSAL 
 
Economic Implications 

 
16. The proposed legislative amendments will bring the new CO 
further in line with prevailing accounting standards and reduce 
compliance costs.  This would help strengthen Hong Kong’s position as 
an international commercial and business centre. 
 
Other Implications 

 
17. The financial implications of the proposal are negligible.  
Additional resources, if required, will be absorbed by the Companies 
Registry.  The proposal has no civil service, competition, environmental, 
family, gender or productivity implications.  It has no sustainability 
implications other than that set out in paragraph 16 above.  It is in 
conformity with the Basic Law, including the provisions concerning 
human rights.  It will not affect the current binding effect of the new 
CO. 
 
PUBLIC CONSULTATION 
 
18. We briefed the LegCo Panel on Financial Affairs on the proposal 
on 5 January 2018.  The Panel generally supported the proposed 
legislative amendments.  We also consulted relevant stakeholders in 
2016, including professional bodies and chambers of commerce, as well 
as the Standing Committee on Company Law Reform (SCCLR), to gauge 
their views.  The stakeholders and the SCCLR were generally 
supportive of the proposed legislative amendments. 
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PUBLICITY 
 
19. A press release will be issued on the gazettal of the Bill.  A 
spokesperson will be made available for answering media enquiries. 
 
 
ENQUIRIES 
 
20. Enquiries in relation to this Brief should be directed to Mr TE 
Chi-wang, Principal Assistant Secretary for Financial Services and the 
Treasury (Financial Services) 6 at 2528 6384. 
 
 
 
 
 
Financial Services and the Treasury Bureau 
Financial Services Branch 
4 April 2018        
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