
Hong Kong's New 
Companies Ordinance 
Facilitates Enterprises' 
Business Operation

 

Hong Kong is one of the preferred places for global investors to register 
companies, having more than 1.2 million registered companies at present. In 
order to improve the competitiveness of Hong Kong as a place for company 
incorporation and international business centre, Hong Kong reviewed the 
original Companies Ordinance, and implemented the new Companies Ordinance 
on 3 March 2014. The enforcement of the new Companies Ordinance will help 
further optimizing corporate governance and promoting legislation 
modernization. Meanwhile, the new Companies Ordinance will create a more 
convenient business environment, bringing about more and more opportunities 
for investors.
  

Major Initiatives in the New Companies 
Ordinance
 

1. Restricting Corporate Directorship in Private Companies
  

Every private company is required to have at least one natural person as director,
to enhance transparency and accountability. New companies registered after the 
commencement date shall abide by the Ordinance, while established companies 
must be in comply with the rules before 2 September 2014, and deliver the notice 
of director change to Registrar of Companies.
 

2. Simplifying Company Management
 

For the convenience of doing business, the new Companies Ordinance simplifies 
the company management and rules of procedure as follows:
     The use of common seal is optional and can be decided by the corporate body;
     Annual General Meetings can be dispensed by unanimous shareholders’ 
     consent;
     The company can use electronic technology to hold general meetings convened 
     in more than one location simultaneously;
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     On the premise of passing the solvency test, all types of companies (whether listed or unlisted) can 
     provide financial assistance to another party for the purpose of acquiring the shares of the company or its 
     holding company;
     A new court-free legal statutory amalgamation procedure for wholly owned subsidiaries within a group 
     is introduced;
     Procedure for the restoration of dissolved companies is streamlining by court order; and
     New restoration procedure is formulated for straightforward cases in which restoration of a dissolved 
     company could be done by administrative means of the Division Chief.
 

3. Preparing Simplified Report
 

The new Companies Ordinance allows small private companies, groups of small private companies, small 
guarantee companies and groups of small guarantee companies with an annual income not more than HKD 
25 million preparing simplified financial reports and director's reports. Private companies which do not 
belong to a corporate group can also prepare a simplified report in the case of approval by all members. 
Larger private companies that do not meet the specified size criteria will also be entitled to prepare 
simplified financial statements if their sizes do not exceed a higher threshold provided that members 
holding 75% of the voting rights so resolve and no member objects.
 
4. Abolishing Par Value of Shares
 

In order to keeping pace with international trend, the new Companies Ordinance forces the companies 
having share capital to adopt the no-par value system and cancel the concept of par value of the shares. The 
new Companies Ordinance has deeming provisions to ensure original companies can transit to the new 
system smoothly.
 
5. Abolishing Memorandum of Association
 

The provision that a company must have Memorandum of Association is abolished. In the future, the 
company shall have Articles of Association only, in which the contents under the Memorandum of 
Association in current practice will be incorporated.

6. Cancelling Issue of Share Warrants
 

Due to the fact that the share warrant lacks transparency in terms of record and manner of transfer of the 
ownership, the new Companies Ordinance abrogates the power of the company to issue share warrant of 
owner.

7. Refining Company Information Disclosure
 

Public companies and the larger (i.e., companies that do not qualify for simplified reporting) private 
companies and guarantee companies are required to prepare a more comprehensive directors’ report which 
includes an analytical and forward-looking “business review” (Private companies are allowed to opt out of 
the requirement to prepare a business review by passing a special resolution to that effect). The business 
review will provide useful information such as information relating to the company’s environmental 
policies and performance and employee matters that have a significant impact on the company, which are 
important reference materials for shareholders.



 

3

8. Strengthening Guarantees for Shareholders
 

Introducing more effective rules to deal with the conflicts of interest among directors, including:
     The requirement for seeking approval of the shareholders is extended to the employment contracts of 
     directors which exceed three years;
     Transactions of public company and its subsidiaries that are subject to the approval by shareholders must 
     be approved by disinterested members;
     Ratification of conduct of directors must be approved by disinterested shareholders in order to prevent 
     the abuse of power and conflicts of interest;
     The "headcount test" is replaced with a not more than 10% disinterested voting for privatizations and 
     specified schemes of arrangement (if headcount test is retained for other members’ schemes, the Court 
    shall give a discretion to dispense with the test in special circumstances); and
     The scope of the unfair prejudice remedy is extended; members can sue for unfair prejudice even if the 
     acts or omissions do not damage the interest of members.

9. Refining the Scheme for Deregistration of Companies
 

To avoid the abuse of scheme for deregistration of companies, three conditions are added for deregistration 
of private limited companies, and the adjusted conditions are as follows:
     All members agree to the deregistration;
     The company has not commenced operation or business, or has ceased operation or business at least 3 
     months before the application of deregistration;
     The company has no outstanding liabilities;
     The company is not a party to any legal proceedings (new) ;
     The company has no immovable property situate in Hong Kong (new) ; and
     If the company is a holding company, none of its subsidiary’s assets consist of any immovable property 
     situate in Hong Kong. (new)
In addition, a guarantee company that meets these requirements may apply for deregistration through a 
simplified procedure (the company can be cancelled without by liquidation).

10. Enhancing Auditor's Rights
 

An auditor is empowered to require a wider range of persons, including the officers of a company’s 
Hong Kong subsidiary undertakings and any person holding or accountable for the accounting records of 
the company or its subsidiary undertakings, to provide information or explanation reasonably required for 
the performance of the auditor’s duties. The offence for failure to provide the information or explanation is 
extended to cover officers of the company and the wider range of persons.

11. Other Amendments
 

     Refining registration of charges, for example: revising the list of registrable charges; requiring certified 
     copies of charge instrument to be registered and for public reference; shortening the period for delivering 
     charge instrument and prescribed particulars to Registrar from five weeks to one month; and so on
     Clarifying the indemnification of the directors against liabilities to third parties
     Increasing the degree of participation of shareholders in decision-making by reducing the requirement to 
     demand a poll from 10% to 5%



      Strengthening the law enforcement system, for example: enhancing inspectors’ investigatory powers, 
     empowering the Registrar to acquire files or data, strengthening the protection for informers, etc.
     Ensuring the accuracy of Information on the Public Register. Clarifying the Registrar’s powers in 
     relation to the keeping of the register, such as rectifying typographical or clerical errors, making 
     annotations and requiring a company to resolve any inconsistency or provide updated information.

The New Companies Ordinance Benefits Investors
 

Enforcement of the new Companies Ordinance are universally welcomed and appreciated by businessman. 
First of all, for people interested in doing business in Hong Kong, the New Companies Ordinance no longer 
requires common seal for companies, and abolished the Memorandum of Association. These regulations 
simplify the company registration process, help founders focusing on business development and expanding 
business opportunities. At the same time, the new Companies Ordinance also allows qualified companies to 
prepare simplified reports and permits the company not to hold Annual General Meetings with unanimous 
shareholders’ consent, greatly reducing the compliance cost of existing and newly established companies.

In addition, the new Companies Ordinance pays more efforts to safeguard shareholders' rights and interests, 
for example: every private company required to have at least one natural person as director; larger 
companies required to add "business review" in director's report; employment contracts of directors exceed
three years must approved by shareholders; and reducing the threshold requirement for members to demand 
a poll from 10% to 5% of the total voting rights. The new Companies Ordinance is intended to safeguard 
the rights and interests of shareholders by strengthening the management of directors' accountability and
transparency, and enhancing shareholder's participation in the decision-making process.

There is no doubt that the new Companies Ordinance will further improve the company registration law of 
Hong Kong and bring more convenience and larger development space for investors. In addition, the public 
can also benefit from the new rules. After the abolition of par value for shares, the company accounts are 
more concise, preventing confusion for the public of par value with its real value, and giving access to the 
public of more accurate and comprehensive company information. All these will promote the formation of 
a good business environment and enhance the competitiveness of Hong Kong.
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