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Corporate Compliance and Services
Hong Kong

New accounting and other cost-saving
requirements under the Companies Ordinance
effective soon

The Companies Ordinance (Chapter 622 of the Laws of Hong Kong) (the
"CO") has been further amended by the Companies (Amendment) (No. 2)
Ordinance 2018 (the "Amendment Ordinance"). The new amendments
(subject to exceptions) will come into force on 1 February 2019. Major
amendments include expanding the scope for simplified reporting, updating
the accounting-related provisions to reflect the latest accounting standards,
and streamlining and clarifying provisions to facilitate compliance.

Whilst companies should stay abreast of the new law to ensure compliance,
they may also consider taking advantage of the new law, as applicable, which
could help reduce administrative costs.

Key Changes

Some of the key amendments under the Amendment Ordinance that are
more relevant to corporate compliance and services are highlighted below.

Updating relevant accounting-related provisions

The new law will update the definitions of "holding company" and "parent
undertaking" to reflect the current accounting standards and adopt control as
the basis for determining whether an entity is a "subsidiary" of the "parent
undertaking".

Administrative, procedural and technical requirements of local
companies and non-Hong Kong companies

Accounts

= The financial year of a company may be shortened or lengthened by a
period not exceeding 7 days.

= Clarify the primary accounting reference date for a dormant company that
has ceased to be dormant.

Company names

= Clarify that a company with both English and Chinese registered names
may display either its English name or Chinese name. Its common seal
may also be engraved with either name. However, both names must be
stated in the company's articles of association.

= The general registration requirement for an alteration of articles to be
exempted if the alteration is in respect of a change of company name
only.
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Shares

Provide that if all members in a class agree to a variation of the class
rights, the variation will take effect on the date as agreed. Members will
not have the right to apply to the court to have the variation disallowed.
So there will be no need to delay the effective date to allow time for such
application.

Clarify that in the case of a takeover offer for shares in a class, the
requirement for 90% of the number of shares means 90% of the number
of shares of the class.

Clarify in the Model Articles that an ordinary resolution is required only for
certain types of alteration of the company's share capital.

Non-Hong Kong companies / Companies incorporated outside Hong Kong

Section 792 of the CO currently requires a hon-Hong Kong company to
state its name, place of incorporation and (if applicable) liquidation status
at every place where it carries on business in Hong Kong, and in its
letterheads and other official publications. The provisions under the
Amendment Ordinance for repealing this section are not yet in force, but
the Ordinance has empowered the Financial Secretary to make
regulations for detailed requirements for non-Hong Kong companies on
the display of company names and disclosure of liability status to align
the obligations of non-Hong Kong companies with those of local
companies.

Clarify that an authorised representative of a registered non-Hong Kong
company must have an address in Hong Kong.

Clarify that in a court-free procedure for horizontal amalgamation, the
holding company can be incorporated outside Hong Kong so long as the
merging subsidiaries are incorporated in Hong Kong.

Record-keeping

Expressly allow a company's articles to be in electronic form.

The requirement to notify the Registrar of Companies of a change in the
place where copies of instruments creating charges are kept to be
exempted if the change only relates to a change of the company's
registered office address (or the principal place of business in Hong Kong
of a registered non-Hong Kong company).

Clarify that a company must also keep records of resolutions passed by
directors without a meeting.

Clarify the records which may be used as evidence of proceedings that
are regarded as having duly taken place at a duly held and convened
directors' meeting (and similarly for a general meeting).

Clarify the requirement to notify the Registrar of Companies of the place
where minutes of a directors' meeting, resolutions passed by directors
without a meeting and written records of a decision of a sole director are
kept.
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We can help

Overall, the amendments have introduced, among others, provisions that
help clarify or amend current provisions that may have caused administrative
difficulties or unnecessarily delayed corporate actions. These clarifications
could facilitate and streamline compliance and should be welcoming to
foreign investors.

If you have questions about the amendments and how they may affect you,
we would be happy to assist you. Please do not hesitate to contact us.
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