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Law Reform

» Law Reform Commission Report on
Corporate Rescue and Insolvent Trading
- Oct 1996

» Law Reform Commission Report on the
Winding-up Provisions of the Companies
Ordinance — July 1999
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Corporate Rescue in Hong Kong

» Companies (Corporate Rescue) Bill introduced
In 2001 but not enacted

» Early this year, in response to the global
financial crisis, the HK Government decided to
advance the timetable for revisiting the issue of
corporate rescue

» We are currently working on proposals that
will be contained in a Consultation Paper to be
published later this year.
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Phase Il of Company Law Rewrite

» Covers the winding up and insolvency
provisions

» Priority now Is to re-visit the provisions on
corporate rescue
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Benefits of outsourcing

> Follow the policy of “"small government, big
private sector”

> Greater flexibility of commercial sector to
deploy staff / resources to match with
fluctuation in business activities

> Develop the expertise of the insolvency sector
» Create business and employment opportunities

> Alleviate workload, and facilitate the Official
Receiver’'s Office to meet its performance
pledges
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A summary of existing outsourcing schemes

Company winding-up

Personal bankruptcy

Scheme

Panel T
[100%]
Starting in 2001

Panel A
[100%]
Starting in 1996

Preliminary
examination
[100%]
Starting in 2003

Pilot
[15%o starting in
2008, will expand to
25% by end 2009]

Estimated value of
realizable assets

<HK$200,000

>HK$200,000

<HK$200,000

Outsourcing means

Open tender

Administrative scheme

Open tender

Open tender

No. of existing
outsourced firms

11 accounting or legal
firms

16 accounting firms

11 accounting or legal
firms

3 accounting or legal
firms

requirements

- 300 hours of
recognized experience
in past 3 years

- 10 full time staff
-3year so
experience in HK

bus

- 600 / 750 hours
recognized experience
in past 3 / 5 years

i ness

- 200 hours of
recognized experience
in past 3 years

- 5 full time staff
-2-year so
experience in HK

bus

Price range Average government Charged to estate, Average HK$145, Average HK$1,168,
subsidy at HK$2,557 no government subsidy | charged to estate, charged to estate,
no government subsidy | no government subsidy
Minimum - 2 professionals of - 4 professional - 2 professionals of - 2 professionals of
Professional / HKICPA, Law Society or | accountants HKICPA, Law Society or | HKICPA, Law Society or
capacity HKICS HKICS HKICS

- 300 hours of
recognized experience
in past 3 years

- 10 full time staff
i-B-gsar so
experience in HK

b u sj|i
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Recent Initiatives/Planned Priorities

» ' ncr.ease “t:he outltssour.ci-ng. of~-pers
petition with value of the property of the bankrupt unlikely to
exceed HK$200,000) to private insolvency practitioners from
existing 15% to 25% of the total cases

» Evaluate and assess the internal accounting and control systems
of outside trustees to ensure that they have proper systems in
place to perform their duties efficiently

» Alert the outsourced firms on the increase of bankruptcy cases
so that they could deploy appropriate resources accordingly,
and conduct experience-sharing meetings with them as
necessary

» Raise the gualification/ resources / experience requirements of
the appointment takers, and streamline monitoring procedures
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~ Thank You ~
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