Hong Kong and China - company name hi-jacking

In recent years, the company name hi-jacking phenomenon has posed a major challenge for brand owners.  Counterfeiters and other illegal businesses incorporate Hong Kong companies with names that include well-known brands and trade marks. Such companies do not conduct business in Hong Kong but carry out counterfeiting and other illegal activities in mainland China under the Hong Kong company name. The directors and shareholders of the shadow companies often register false or incomplete PRC addresses.

Two provisions under the Hong Kong Companies Ordinance appear to deal with such “shadow companies”: -

Section 22(2) – The Companies Registry has the power to order a company to change its name if the Registrar believes that the name is “the same as” or “too like” an existing registered name. The existing registered company must apply to the Registry within 12 months of the date of registration of the shadow company.

Section 22A – The Registry can also order a company to change its name if the Registrar believes that the name “gives so misleading an indication of the nature of its activities as to be likely to cause harm to the public”. There is no time limit within which a company must apply to the Registry under this section.
Brand owners can also take civil action against the shadow companies based on trade mark infringement and/or passing-off. In some cases, it is relatively straight forward to obtain default judgment against a shadow company. However, enforcement of the judgment could be very difficult if the directors and shareholders cannot be located and one may need to resort to winding-up proceedings. 

Under Section 25A of the High Court Ordinance, the Court can, under certain circumstances, appoint a third party to execute documents on behalf of any person where the person has failed to do so himself. Some brand owners have attempted to rely on Section 25A to target shadow companies by applying to the Court for an order appointing a third party to execute documents to change the shadow company’s name. 

Tips for Licensors and Licensees

Licensors should conduct regular checks of the Hong Kong Companies Register to identify unauthorised companies and work closely with PRC IP enforcement authorities to combat the problem under both Chinese and Hong Kong laws. Brand owners should also keep watch over publications of Hong Kong and PRC trade mark applications so that opposition proceedings can be commenced against similar or offending marks. Licensees should conduct due diligence of the legal entity that they are dealing with to ensure that they are transacting with a legitimate business. 
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