
Introduction
Since March 2014, the Companies Ordinance (Cap 622) 

(the ‘2014 CO’) has updated and set forth the current 

statutory framework for the incorporation and operation 

of companies in Hong Kong. With a view to incorporating 

new developments, clarifying the policy intent or removing 

ambiguities and inconsistencies, Cap 622 and its subsidiary 

legislation have been amended. 

The Companies (Amendment) (No 2) Ordinance 2018 (the 

‘Amendment CO’) was enacted by the Legislative Council 

on 28 November 2018 and came into effect on 1 February 

2019. Major amendments include: 

• expanding the types of companies falling within the 

reporting exemption,

• updating the accounting-related provisions, and 

• enhancing the administrative, procedural and technical 

requirements regulating local companies and non –

Hong Kong companies. 

Reporting exemption – expanding the types of 
qualified companies
The 2014 CO introduced some reporting exemptions aimed 

at relieving the burden of non-public, wholly owned 

companies and eligible companies from certain disclosure 

requirements. The Amendment CO extends the scope of 

companies eligible for the simplified reporting to the 

following two types of corporate groups, provided that 

both the holding company and all its subsidiaries meet the 

size criteria:

(i) holding company of corporate groups comprising 

small private companies, eligible private companies 

and small guarantee companies (mixed groups), and

(ii) holding company of groups of small private 

companies, eligible private companies and small 

guarantee companies or mixed groups described in 

paragraph (i) above, with non–Hong Kong subsidiaries.
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Major sections 

• Part 9: Accounts and Audit
 Section 357 (Interpretation) – amended

 Section 359 (Company falling within reporting 
exemption) – amended

 Section 360 (Conditions specified for section 359(1)(c)(iii) 
and 2(c)(ii)) – amended

 Section 364 (Group of small private companies) – 
amended

 Section 365 (Group of eligible private companies) – 
amended

 Section 366 (Group of small guarantee companies) – 
amended

 Section 366A (Mixed group) – newly added
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Set out below is a summary of all types of qualified companies or groups of companies and the eligibility test after the 

amendment:

Type of companies/groups Eligibility test/relevant sections

Private company
(which has no subsidiary and is not a subsidiary of 
another body corporate) 

• Unanimous (ie 100%) written agreement of members (Section 359(1)(b))

Small private company or holding company of a 
group of small private companies

Holding company of a mixed group if the company 
itself is a small private company (new)

• At least 2 out of 3 of the following size tests are met in a financial year:
 Total revenue/aggregate total revenue

 not exceeding HK$100 million as reflected in the company’s annual financial 
statements for the financial year

 Total assets/aggregate total assets
 not exceeding HK$100 million as at the date of the statement of financial 

position for the financial year
 Employees/aggregate number of employees

 not exceeding 100 on average

 (Sections 359(1)(a), 359(2), 361, 364, 366A and Schedule 3)

Small guarantee company or holding company of a 
group of small guarantee companies

Holding company of a mixed group if the company 
itself is a small guarantee company (new)

• Total revenue/aggregate total revenue 
 not exceeding HK$25 million in a financial year as reflected in the company’s 

annual financial statements for the financial year

 (Sections 359(1)(a), 359(3), 363, 366 and Schedule 3)

Eligible private company or holding company of a 
group of eligible private companies 

Holding company of a mixed group if the company 
itself is a eligible private company (new) 

• At least 2 out of 3 of the following size tests are met in a financial year:
 Total revenue/aggregate total revenue 

 not exceeding HK$200 million as at the date of the statement of financial 
position for the financial year

 Total assets/aggregate total assets 
 not exceeding HK$200 million as at the date of the statement of financial 

position for the financial year
 Employees/aggregate number of employees not exceeding 100 on average

• At least 75% approval of the voting rights of all members in the company and no 
member votes against the resolution 

(Sections 359(1)(c), 359(2), 360, 362, 365 and Schedule 3)

Simpler directors’ report

• Exempt from preparing a business review (section 388(3)(a))
• Exempt from the following disclosures:

 Arrangements to enable a director to acquire benefits by acquisition of shares or debentures (section 3(3A) of Cap 622D)
 Donations (section 4(3) of Cap 622D) 
 Reasons for a director’s resignation or refusal to stand for re-election (section8(3) of Cap 622D)
 Material interests of a director in transactions, arrangements or contracts (section10(7)(a) of Cap 622D, and section23(a) of 

 Cap 622G)
 Auditors’ remuneration (section 380(3)(b) and Part 2 of Schedule 4)
 Subsidiary undertakings (section 381(2))

Simpler financial statements

• Exemption from giving a ‘true and fair’ view (section 380(7)). 
• Can elect to prepare financial statements under HKICPA’s ‘Small and Medium-sized Entity Financial Reporting Framework and Financial 

Reporting Standard’ (‘SME-FRF & SME-FRS’)

For easy reference, the key benefits offered under the reporting exemption as provided in the 2014 CO are also set out below:
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Updating the accounting-related provisions
In order to reflect the current accounting standards, the definitions of ‘holding company’ and ‘parent undertaking’ have been 

updated in such a way that control would be recognised as a basis for determining whether an entity is a subsidiary of the parent 

undertaking. An undertaking, will be a parent undertaking of another undertaking if it has ‘control’ (as defined in the Amendment 

CO) over the other undertaking, or if it is a parent of it under applicable accounting standards. ‘Control’ (as defined in the 

Amendment CO) is the power to govern the financial and operational policies of that other undertaking in order to obtain benefits 

from that other undertaking’s activities.

Enhancing the administrative, procedural and technical requirements regulating local companies and non–Hong 
Kong companies
Various amendments have been made to clarify the original policy intent or to remove the ambiguities or inconsistencies in the 

2014 CO. The major amendments are summarised below with the corresponding affected sections:

Major sections being affected

• Part 1: Preliminary
 Division 4 (Interpretation of this Ordinance: Holding Company and Subsidiary) – amended by deleting the words ‘parent undertaking 

and subsidiary undertaking’ in the heading
 Section 16 (Parent undertaking and subsidiary undertaking) – repealed

• Part 9: Accounts and Audit
 Section 357 (Interpretation) – amended

• Schedule 1: Parent undertakings and subsidiary undertakings – amended

Key changes Major sections being affected 

Display of company names for non–Hong Kong companies

• Empowering the Financial Secretary to make regulations 
for non–Hong Kong companies to provide for the detailed 
requirements relating to the display of company names and the 
disclosure of liability status in order to align the obligations of 
non–Hong Kong companies with those of local companies.

• Part 16: Non–Hong Kong Companies
 Section 792 (Non–Hong Kong company must state names, 

place of incorporation, etc) – repealed (#)
 Section 803 (Service of process or notice) – amended
 Section 805A (Requirement to disclose non–Hong Kong 

company’s name etc) – newly added
 Section 805B (Criminal consequences of failure to make 

required disclosures) – newly added
• Cap 622B: Companies (Disclosure of Company Name and 

Liability Status) Regulation – amended

# This amendment will take effect at a later date.

Alignment of penalty provisions relating to financial statements and reports

• Aligning the penalty level for an offence for making a 
misleading, false or deceptive statement to an auditor relating 
to revised financial statements with a corresponding offence 
relating to original financial statements.

• Part 9: Accounts and Audit
 Section 450 (Financial Secretary may make regulation 

regarding revision of financial statements etc) – amended

Streamlining and clarifying provisions to facilitate compliance

• Expressly allowing a company’s articles to be in electronic form. • Part 1: Preliminary
 Section 2 (Interpretation) – amended
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Key changes Major sections being affected

• Clarifying that if a company has both an English registered name and a Chinese registered name: 

(i)  Both names must be stated in its articles. • Part 3: Company Formation and Related Matters, and 
 Re-registration of Company

 Section 81 (Company name) – amended

(ii)  The common seal of the company may be engraved with 
only its English name or Chinese name.

• Part 3: Company Formation and Related Matters, and 
 Re-registration of Company

 Section 124 (Company may have common seal etc) – 
amended

(iii)  The company may display either its English name or 
Chinese name.

• Cap 622B: Companies (Disclosure of Company Name and 
Liability Status) Regulation – amended

• Providing for an exemption from the general registration 
requirement for an alteration of articles if such alteration is 
in respect of a change of company name only, as separate 
registration requirement already applies to a change of company 
name.

• Part 3: Company Formation and Related Matters, and 
 Re-registration of Company

 Section 88 (Alteration by special resolution or ordinary 
resolution) – amended

• Clarifying that the statement of capital should report the share 
capital position immediately after the relevant change instead 
of the capital position as at the date of change.

• Part 4: Share Capital
 Section 142 (Return of allotment) – amended
 Section 171 (Notice of alteration of share capital) – amended
 Section 173 (Notice of redenomination) – amended
 Section 175 (Notice of reconversion) – amended

• Part 5: Transactions in relation to Share Capital
 Section 224 (Registration of return if no application to 

Court) – amended
 Section 225 (Registration of return if application to Court) – 

amended

• Clarifying 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.

• Part 4: Share Capital
 Section 201 (Statement of capital) – amended 

• Providing that if all members in a class agree to a variation of 
the class rights, the variation will 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.

• Part 4: Share Capital
 Section 190 (Disallowance or confirmation of variation by 

Court) – amended

• Providing for an exemption from the requirement to notify 
the Registrar of Companies of a change in the place where 
copies of instruments creating charges are kept if the relevant 
change only relates to a change of the address of a company’s 
registered office or the address of a registered non–Hong Kong 
company’s principal place of business in Hong Kong, as separate 
notification requirement already applies to the change of such 
address.

• Part 8: Registration of Charges
 Section 351 (Obligation to keep copies of instruments 

creating charges) – amended 

• Providing alternative means for a holding company to disclose 
the names of the directors of its subsidiary undertakings by 
adding an option of allowing a holding company to provide such 
information on its website, or by keeping a list at its registered 
office and making it available for inspection.

• Part 9: Accounts and Audit
 Section 390 (Contents of directors’ report: general) – 

amended 

• Providing 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.

• Part 9: Accounts and Audit
 Section 379 (Directors must prepare financial statements) – 

amended 
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Key changes Major sections being affected

• Providing that for a group of eligible private companies, the 
adoption of simplified reporting will require a resolution by 
members of the holding company only.

• Part 9: Accounts and Audit
 Section 359 (Company falling with reporting exemption) – 

amended
 Section 360 (Conditions specified for section 359(1)(c)(iii) 

and (2)(c)(ii)) – amended 

• Clarifying that ‘non-statutory accounts’ do not include a 
summary financial report.

• Part 9: Accounts and Audit
 Section 436 (Requirement in connection with publication of 

financial statements etc) – amended

• Providing that the financial year of a company may be shortened 
or lengthened by a period not exceeding 7 days.

• Part 9: Accounts and Audit
 Section 367 (Financial year) – amended

• Clarifying the primary accounting reference date for a dormant 
company that has ceased to be dormant.

• Part 9: Accounts and Audit
 Section 368 (Accounting reference period) – amended 

• Clarifying provisions in respect of company record-keeping and company administration and procedure, including matters relating to:

(i) The keeping of records of directors to include resolutions 
passed by directors without a meeting.

• Part 10: Directors and Company Secretaries
 Section 481 (Minutes of directors’ meetings) – amended

(ii) The records which may be used as evidence of proceedings 
at a directors’ meeting and general meeting.

• Part 10: Directors and Company Secretaries
 Section 482 (Minutes as evidence) – amended

(iii) The notice to the Companies Registry on where minutes 
of directors’ meetings, resolutions of directors and written 
records of decisions of sole director are kept.

• Part 12: Company Administration and Procedure
 Section 619 (Place where records must be kept) – amended

• Clarifying that the court-free procedure for horizontal 
amalgamation is also available for subsidiaries of a holding 
company which is incorporated outside Hong Kong so long as 
the amalgamating companies are Hong Kong companies. 

 (See Note 1 below for illustration)

• Part 13: Arrangements, Amalgamation, and Compulsory Share 
Acquisition in Takeover and Share Buy-Back

 Section 678 (Interpretation) – amended 
 Section 681 (Horizontal amalgamation) – amended

• Amending 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.

• Part 11: Fair Dealing by Directors 
 Section 525 (Exception for small payment) – amended

• Clarifying 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 of the class.

• Part 13: Arrangements, Amalgamation, and Compulsory Share 
Acquisition in Takeover and Share Buy-Back  

 Section 700 (Offeror may be required to buy out minority 
shareholders) – amended

• Clarifying the power of the Government to dispose of any 
property or right vested as bona vacantia under the predecessor 
Companies Ordinance.

• Part 14: Remedies for Protection of Companies’ or Members’ 
Interests

 Section 773 (Effect of restoration on bona vacantia property 
or right) – amended

• Clarifying the conditions for granting applications for 
administrative restoration of companies.

• Part 14: Remedies for Protection of Companies’ or Members’ 
Interests 

 Section 761 (Conditions for granting application) – amended

• Clarifying that an authorised representative of a non–Hong 
Kong company must have an address in Hong Kong.

• Part 16: Non–Hong Kong Companies  
 Section 774 (Interpretation) – amended

• Providing a definition for ‘officer’ of a subsidiary undertaking. • Part 9: Accounts and Audit    
 Section 412 (Rights in relation to information) – amended

• Clarifying in the Model Articles that an ordinary resolution of a 
company is required only for certain types of alteration of the 
share capital of the company.

• Cap 622H: Companies (Model Articles) – amended
 Schedule 1 (Model Articles for Public Companies Limited by 

Shares) – amended
 Schedule 2 (Model Articles for Private Companies Limited by 

Shares) – amended
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Note 1:
The 2014 CO has introduced a new concept of ‘amalgamations’ which can be used to amalgamate one or more Hong Kong companies with 

another company and continue as one company without involving the court. Two types of amalgamations, namely vertical amalgamations 

(Section 680) and horizontal amalgamations (Section 681) are possible. The Amendment CO clarifies that the court-free procedure for horizontal 

amalgamation is also available for subsidiaries of a holding company incorporated outside Hong Kong so long as the amalgamating companies 

are Hong Kong companies. 

Set out below are a few scenarios to illustrate whether an amalgamation under the existing CO is applicable:

Final remark 

We are glad to witness the continuous effort of the Companies Registry in introducing measures to simplify statutory procedures, 

reduce the compliance costs of companies and cater for the needs of small and medium-sized enterprises. HKICS
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Scenario Answer

(i)
Can a Hong Kong company amalgamate with one of its wholly owned Hong Kong 
subsidiaries?

Yes, by way of a vertical amalgamation

(ii)
Can two wholly owned Hong Kong subsidiaries of a Hong Kong holding company 
amalgamate?  

Yes, by way of a horizontal amalgamation 

(iii)
Can an overseas company amalgamate with one of its wholly owned Hong Kong 
subsidiaries?

No

(iv)
Can two wholly owned Hong Kong subsidiaries of an overseas holding company 
amalgamate?

Yes, by way of a horizontal amalgamation 


