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Role and Functions of the Official Receiver’s Office
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* An ORO is the key to ensuring an effective insolvency
service, which includes —
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e Administration of cases (the “last resort” function)
Liquidation
Bankruptcy
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* Enquiry and enforcement
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* Regulation and supervision
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Role and Functions— Key Findings
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» Hong Kong Official Receiver's Office (HKOROQO)'’s current
roles are consistent with commonly accepted practices for
similar bodies in other jurisdictions.
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* However, there is a distinction between ensuring and
providing these services.
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Liquidation — Key Findings
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Caseload has increased significantly over last 5 years.
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Liguidation Statistics 1996/1997 1997/1998  1998/1999  1999/2000 2000/2001  2001/2002

New cases 557 459 763 895 935 1,173
Pt

Increase year on year . -18% +66% +17% +4% +25%
o s

Cages on hand at year 1,655 1,665 1,983 2,267 2,036 2,403
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Increase year on year - 0% +19% +14% -10% +18%
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Liquidation — Key Findings
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e Qutsourcing is an effective response by HKORO.
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* Measures should be introduced to reduce the cost to the
public purse of handling summary cases.
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Liquidation — Recommendations

NE Jin T4 =

i -

* We recommend the continuation of the HKORO's existing
outsourcing schemes pending the results of the public

consultation exercise to explore the feasibility of a “cab rank”
system.

" BB AR A 2 A5

EJIEN E}'ﬁ:‘ﬂ!tg‘ik

* In the absence of a “cab rank” system, we recommend the
HKORO retain a small number of cases for HKORO

resolution.
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Liquidation — Recommendations
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* We recommend the HKORO review its resource allocation to
focus more on the supervision and monitoring of private
sector insolvency practitioners (PIPs).

°§H %@&g@gﬁﬁﬂmwﬂp,.ﬂm%ww

* We recommend the HKORO utilise the public consultation
exercise to explore reductions in mandatory casework for
summary cases where justified.
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* We recommend the HKORO explore, through the public
consultation exercise, the feasibility of introducing a “cab
rank” system.
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Bankruptcy Key Findings

There has been a significant increase in bankruptcy caseload.
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Bankruptcy Statistics 1996/1997 1997/1998 1998/1999 1999/2000 2000/2001 2001/2002
New cases 562 643 1,179 3,726 4,928 11,764
Frig

Increase year on year - 14% 83% 216% 32% 139%
K

New cases involving 13% 15% a7% 68% 71% 79%

consumer credit
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Consumer “fault” cases 15% 14% 41% 40% 33% 30%
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Debior Pefitions 4% 5% 55% 70% 71% 88%
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Active cases at year end 1,286 1,346 2,034 4,648 6,401 13,169
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Bankruptcy — Key Findings
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» Fundamental changes to bankruptcy system are required.
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* Options available include
e outsourcing
» “fast track” procedures
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Bankruptcy — Recommendations
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* We recommend that legislative changes be introduced to
allow HKORO to outsource bankruptcy cases.
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* We recommend that a “fast track” bankruptcy procedure be
created to deal with selected consumer bankruptcy cases.
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Bankruptcy — Recommendations
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» We recommend consideration be given to making
bankruptcy an extra judicial process.
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* We recommend that public and lender access to bankruptcy
data be enhanced.
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Regulation and Supervision - Key Findings
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* No formal regulatory system for PIPs, but practical
constraints on introducing systems similar to those in other

jurisdictions.
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* HKORO's responsibility for fee supervision should be limited.
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Regulation and Supervision - Recommendations
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* We recommend HKORO's fee authorisation be limited to
cases where it has a direct and appropriate involvement.
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* We recommend that the public consultation exercise be used
to assess the degree of support / desire for a formal licensing
system, and whether such a system should involve HKORO.
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Regulation and Supervision — Recommendations
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« If consultation shows strong support for a HKORO
administered licensing and supervisory system, we
recommend a simple system based on authorisation.
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Enquiry and Enforcement - Key Findings
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» Adequate enforcement function is key to effective insolvency,
but
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« a general perception that insufficient resources and
concentration are paid by HKORO and PIPs to this aspect.
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e the Ievel of fines imposed and severity of disqualification orders
made are unlikely to prove an effective deterrent to rogue
directors and bankrupts.
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Enquiry and Enforcement - Recommendations
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* We recommend that HKORO establish a specialist
investigations unit.
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* We recommend that the minimum level of enquiry be
increased in summary cases.
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Enquiry and Enforcement - Recommendations
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* We recommend that the prosecution and disqualification
policy should be modified.
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* We recommend that HKORO improve communication
with the public on enforcement matters.
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Finance — Key Findings
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 Basis for funding of HKORO is a policy choice - there is no
agreed conceptual basis for allocating costs between
insolvency users and the public.
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* HKORO's target of recovering 60% of its costs is not an
appropriate financial performance measurement.
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Finance — Recommendations
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* We recommend that HKORO’s fees be reviewed and revised
where appropriate.
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* We recommend that the public consultation exercise be used

to explore interested parties’ reactions to financing
alternatives

« business registration fees

« interest charges

« fees and petition costs

* government subsidy.
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Finance — Recommendations
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* We recommend that the current basis of financial
performance evaluation (60% recovery) be changed.
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* We recommend that HKORO should explore the
possibility of raising additional revenue.

BRI TR R T P I
FI = °

PricewaterhouseCoopers



Administration Key Findings and Recommendations
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* The HKORO management information system needs
investment to enable it to deal with the caseload increase
and to enhance its function to provide information to the
public.
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* We recommend that the planned investment in management
information systems be treated as a priority.
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