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1,057 companies dissolved by liquidation
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273,765 visits to Registry for Trust and Company
Service Providers' website - a daily average of 748
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To achieve world-wide recognition as an excellent
Companies Registry giving the community a
quality service.
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To provide our customers with efficient, cost-effective and
% quality services and facilities to incorporate companies and

to register and inspect company documents.

To continuously review and enhance our services and
facilities and undertake effective enforcement, taking
account of the best modern technology available.

To motivate our staff to achieve
organisational objectives by
A adopting appropriate human
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To care for and respect our customers by listening to them and taking
into account their needs and expectations when shaping the types and
quality of service which we deliver. s

To care for and respect our colleagues as a quality service and effective
enforcement can be delivered and undertaken only through
dedicated people of high calibre working together as a team.

To change for the better by remaining receptive to
new ideas, technologies and work practices so

as to enhance the level and quality of our

services and facilities.
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The year 2019-20 marks the end of the decade of 2010s
and the start of a new decade. It was an extraordinary
year for the Registry which started with our active
participation in the interviews with the assessors from the
Financial Action Task Force ("FATF”) and ended with a
note of great challenge resulting from the outbreak of the
novel coronavirus ("COVID-19") pandemic.
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RISIE I ES GENERAL MANAGER'S STATEMENT

BE—F Year in Review

AETREEAEAIEEER ZHNFRFEN The Registry continues to provide quality services to companies,
AREERBAR - ARIBRRRESRHEE their shareholders and directors to facilitate their businesses to
BERE WA ELEE ARWETEEE foster Hong Kong's competitiveness as an ideal place to do business.
BEAATMIZZM - AEATRIMRPIE Our major businesses include the registration of companies and
BRET LUERALARANLTRMERE 2 statutory returns and the provision of services for members of the
PR EZEEIEELMAMENLARE public to obtain company information kept on the various statutory
¥ HE_EBE-IEBE_EFE XK registers. In 2019-20, we:

» BRIET119,201R # /A R 5 it Ak 37 B9 R » Handled the incorporation of 119,201 new companies;

E R

, BE_ZE_ZEZF=RB=+—HAIL " » Had 1,385,082 local companies on the register as at 31 March 2020;
#761,385082 A AR EARER
it

» RIS AR BRI F 3,109,127 . Received 3,109,127 documents for registration;

%

L RIEBT497235TR XU R B RFMNE . Processed 4,972,351 searches of document image records, with
B MERARHEEETAREMA 760,670 company searches conducted through mobile devices;
#HHiE760670%; & and

, Mt TES9EEEH ARRIFIEME , Granted 659 trust or company service provider licences.
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Our Achievements over the Past Decade

Over the past decade, the Registry has spared no effort in facilitating
businesses, enhancing corporate governance, implementing new
initiatives, transforming itself from a paper-based registry to a
fully electronic one and improving its services in anticipation of
achieving world-wide recognition as an excellent Registry giving
the community a quality service. It is my pleasure to summarise the
major development, notable milestones and the more significant
achievements of the Registry in the past ten years.

In terms of the number of companies registered with the Registry,
we have grown from 0.79 million companies in 2010 to over
1.38 million by the end of March 2020. The Companies Ordinance
was completely re-written in 2012 to provide a modern legal
framework for the operation of companies in Hong Kong and
reinforce Hong Kong's competitiveness as a place to do business. The
successful implementation of the new Companies Ordinance since
2014 enhances corporate governance, ensures better regulation,
facilitates business and modernises the law.

In the past decade, the Registry has successfully transformed
itself from a paper-based registry to a fully electronic one. Through
streamlining of company incorporation procedures and the
introduction of the one-stop company incorporation and business
registration service, Hong Kong's ranking in “starting a business”
jumped from being the 18™ in 2010 to the 5% in 2020, as reported
by the World Bank in its Doing Business Reports over the years. The
convenient and efficient company registration system, including
electronic and mobile filing of company information, has enhanced
Hong Kong's competitiveness and attractiveness in starting a
business. It also reinforces Hong Kong's position as a world-class
place to do business.
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RIS B RS GENERAL MANAGER'S STATEMENT

In order to fulfil Hong Kong's international obligations and enhance
Hong Kong's requlatory regime for combating money laundering
and terrorist financing, a statutory licensing regime for trust or
company service providers ("TCSPs”) and mandatory requirements
on the keeping of significant controllers registers by companies were
introduced in March 2018. In tandem, to step up our enforcement
efforts, we also set up dedicated onsite inspection teams to carry out
site inspections on companies, TCSPs and licensed money lenders
to ensure their compliance with relevant statutory requirements,
applicable licensing conditions and the relevant anti-money
laundering or counter-terrorist financing (“AML/CTF") requirements.

Representatives of the Registry and | actively participated in the
Mutual Evaluation (“ME") of Hong Kong conducted by other member
jurisdictions of the FATF in 2018 and 2019 to showcase, among
other regulators, the effectiveness of the AML/CTF measures taken
by the Regqistry in its operation. In the ME Report of Hong Kong
published by the FATF in September 2019, Hong Kong's AML/CTF
regime was assessed to be compliant and effective overall, making
it the First jurisdiction in the Asia-Pacific region to have achieved an
overall compliant result in the ME.
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The Registry’s requlatory efforts, in particular those in relation to the
TCSP licensing regime and the disclosure of significant controllers of
companies, were commended by the FATF in the ME Report.

Building for a New Decade

Marching into a new decade, we will strive to build on our solid
foundation with a view to further strengthening Hong Kong's
position as an international financial and business centre.

Facilitating businesses to foster and support the
development of the Greater Bay Area

To help foster, support and facilitate the further development of
the Greater Bay Area, the Registry will continue with its efforts
in facilitating businesses by providing a modern, efficient and
integrated online platform for the incorporation of companies and
promoting a high standard of corporate governance.
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Developing Hong Kong as an international asset
and wealth management centre

To further develop Hong Kong as a premier asset and wealth
management centre, a new open-ended company structure was
introduced in July 2018 to enhance the market infrastructure for
public funds. The Registry also administers a new limited partnership
fund regime with effect from 31 August 2020 for private investment
funds to set up and register in the form of a limited partnership in
Hong Kong.

Supporting enterprises

To alleviate the impact of the COVID-19 on the local economy,
the Government has announced, and implemented, a series of
relief measures. As one of the measures to support enterprises,
the Registry would waive the registration fees for all annual
returns (except for late deliveries) for two years commencing from
1 October 2020.
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Enhancing our services through innovation

To cope with new service demands in the coming decade, the
Registry will continue to enhance our services through innovation
and digitalisation. Based on the recommendations of a Departmental
Information Technology Planning study, we have commenced the
revamp of the existing Integrated Companies Registry Information
System, leveraging the latest technological developments to
build a single online platform for the provision of our services and
interaction between the Registry and its stakeholders. New features
of the revamped system would include, for example, the setting up
of cloud platform, the use of blockchain technology and artificial
intelligence in the provision of our services and the keeping of
company information.

Implementing new initiatives and enhancing
regulation

The new licensing regime for TCSPs undoubtedly reinforces Hong
Kong's capabilities in combating money laundering and terrorist
financing and helps to ensure that Hong Kong remains a clean and
trusted place to do business. The Registry will seek to enhance its
AML/CTF supervision and enforcement efforts in the coming years.
In particular, the Registry will keep in view the developments of the
money lending sector and continue to enhance requlatory measures
with a view to strengthening consumer protection.
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RZE A Word of Appreciation

- EFEEMNBREERSEERLUARG Last but not least, this is my last General Manager’s Statement in
MEERNENDEENREE—MHERET K my role as the Registrar of Companies. | must express my sincere
ABHELEEE ROBHSFOBEHEM thanks to all our stakeholders for their staunch support, and my
MENZF  URESENBEERERLS heartfelt appreciation to my colleagues, past and present, for their

WEIE  BEMMUBRFETHNES perseverance, professionalism and commitment, without which
HEERW - BTFREAMU BHTHB F4X we would not have been able to fully discharge our roles as public
BREUMEFEAALRBREE BEE service provider, regulator, Facilitator and promoter in the past

E-EREMNEEZENBR - BHZ2ES decade. Their selfless devotion and dedication were particularly
FEY BMEWEKEEWIHBEER evident early this year, when we continued to provide essential
NBREVER » SURENEILER - services to the public in a very challenging period.
RRCEMIIER  EEELEM -

ZEit BMBEASEMEERRTEBA | wish the Registry every success in the new decade.

e -

SEREATHL Ms Ada LL Chung, JP

ARGEMERREE Registrar of Companies and
NFIGEMEEEE S ELIE General Manager, Companies Registry Trading Fund
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Brief Introduction to the Companies
Registry Trading Fund

The Companies Registry (“the Registry”) was established as an
independent government department on 1 May 1993 and became
a trading fund on 1 August 1993 by a resolution of the Legislative
Council. In accordance with the Trading Funds Ordinance (Cap. 430),
the Registry operates under commercial principles on a self-financing
basis. The Registry is required to meet expenses incurred in the
provision of services out of its income and achieve a reasonable
return on the average net fixed assets employed.
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Organisation Structure

The total headcount of the Registry was 534, with 388 civil servants
and 146 contract staff as at 31 March 2020.

NEEME R R

Registrar of Companies

i DA IR
19085 71 R
Company

Formation &
Deregistration

v DE) A xR

Registration

‘ PREM
Public Search

EFR¥%
o Customer
Services

‘ B
General Support
Services

ERARAARE
RUEEIMPSE
Registry for Trust
and Company
Service Providers

lﬁﬂ%

EREK DENERE
Legal Services Company Law Financial Services
Reform
hR
v Development
Information
Technology

v BAMRKER
Information

Technology

Project

. BEABERFAER
Information
Technology
Programme
Management
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SKENTEEES
High Standards of
Corporate

Governance

AZEPERBRNERRESR
Transparent and timely
reporting systems

TERRNABEZRR

Robust internal

Management Board

At the core of its corporate governance framework, the Registry
has set up a Management Board which is responsible for setting
strategic directions, formulating policies and managing the Registry’s
business affairs with the aim of achieving its vision and mission. The
board is headed by the Registrar of Companies (“The Registrar”) and
composed of all directorate officers of the Registry. The board meets
every month, and more frequently whenever necessary, to discuss,
review and monitor the Registry's operation and performance.

Corporate Governance Framework

The Registry attaches great importance to maintaining a high
standard of corporate governance which is essential for enhancing
the efficiency and effectiveness of our operation, safeguarding
the interests of our stakeholders and sustaining the public’s
confidence and trust in the Registry's capability and integrity. To
provide guidance on the application of the governance principles,
the Registry promulgated a Corporate Governance Statement in
May 2012, setting out the corporate governance framework of the
Registry.

—EREBRRBRETH
EEZEE
Competent and
accountable
management board

HOXHERENEE
Commitment to corporate
social responsibility

control systems
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ERMIEEXTBER Corporate Social Responsibility Policy

AETEFEFLENERERESESS The Reqistry strives to ensure the maintenance of the highest

RRFEE WEBOME BIRIER ethical standards in the conduct of its business, caring for the

RIIZEE Tigit - #itt  ARBE-_ZE—FF community, the environment and the well-being of staff members.

NBLUR—EFACETSEETHER In this respect, the Registry has adopted a Corporate Social

B B AERRLARETAEMES Responsibility Policy Statement since September 2010, which sets

ERYMM SR - out the framework for the Registry in discharging its corporate social
responsibilities.

ETEMNSEEMA
Framework of Corporate
Social Responsibilities

AOE
Caring for the
Community

IR
Caring for the
Environment
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RIS R ¥ 750 SERVICE DELIVERY AND BUSINESS REVIEW

AEFAZHANRT T2REMEBENTEEM EXBEPHREK  URA/ADVALREHERS - &
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The Registry’s services mainly comprise the registration of companies and statutory retu
and the provision of services for members of the public to obtain company information ke
in statutory registers. We also process applications relating to money lender licences a
maintain a register of money lenders for public inspection. Since March 2018, we have tak
up new roles as the licensing and regulatory authority for tfrust or company service provide
("TCSPs"). The Registry continuously seeks to enhance its services by leveraging late

technology and innovation.
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ARFEM AL > 2 F RN A11.8% o ¥
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BEFHEMRAILAOAREE TR - BEFERAE
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MEHBEL - TR > #940% AR EEMEREE -
£ & B3 M 5. (www.eregistry.gov.hk) &
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HEREEGR © BHRMITIRE 24/
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Incorporation of Companies

The number of new companies incorporated in 2019-20 was 119,201,
a decrease of 11.8% year-on-year. The drop of newly incorporated
companies reflected the dampening economic condition in the
second half of 2019, aggravated by the outbreak of the novel
coronavirus pandemic (“COVID-19") in the Ffirst quarter of 2020.
Around 82% of the newly incorporated companies were one-
member companies.

Despite the drop of newly incorporated companies, there was
an increasing use of the Registry’'s one-stop electronic company
incorporation and business registration service. During the year,
about 40% of the incorporation applications were delivered
electronically through the e-Registry (wwuw.eregistry.gov.hk) and the
"CR eFiling” mobile application. In February and March 2020, to align
with the special work arrangement announced by the Government
to reduce the risk of the spread of the COVID-19 in the community,
the Registry provided limited counter services at its premises while
maintaining its round-the-clock electronic services. During this
period, over 50% of the company incorporations were conducted
electronically.
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Registration of Documents

A total of 3,109,127 documents were received for registration
by the Registry in 2019-20, which represents a decrease of 15%
over 2018-19. An average of 12,690 documents were received per
working day.

The number of documents reporting changes in company
secretaries and registered office addresses and the location of
registers received by the Registry decreased significantly in the
year following the influx which occurred in 2018-19 upon the
commencement of the TCSP and Significant Controllers Registers
("SCRs") regimes in March 2018. Other documents received by
the Registry, including articles of association, notifications of
appointments, resignations and changes in particulars of directors
and company secretaries, returns of allotments and annual returns,
provide information on different aspects of a company’s operations.

Public Searches

In 2019-20, a total of 4,972,351 searches of document image records
were made — a daily average of 13,586, and the figure is comparable
to that of 2018-19. The number of searches of company particulars
and on the Directors’ Index also remained stable, at 326,371 and
406,317, respectively.

Online company searches continued to be very popular. Similar to
the previous year, over 99.7% of the company searches were made
online.

760,670 company searches were conducted through mobile devices
in 2019-20, which represents a decrease of 15.8% when compared
to the previous year.

Licensing of Trust or Company Service
Providers

As the licensing authority for TCSPs, the Registry administers and
enforces a licensing regime for TCSPs. In 2019-20, 583 applications
for new licences were received and 659 new licences were granted.
As at 31 March 2020, there were 6,908 licensees on the Register
of TCSP Licensees. In 2019-20, 1,236 onsite inspections were
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conducted and seven advisory and 293 warning letters were issued
to request for rectifications of non-compliances. The Registry also
issued 665 summonses in the year.

Keeping of Significant Controllers
Registers

The requirements for the keeping of SCRs to enhance the
transparency of corporate ownership were introduced under the
Companies (Amendment) Ordinance 2018 on 1 March 2018. Since
then, companies incorporated in Hong Kong are required to obtain,
and maintain, up-to-date information on beneficial ownership
by way of keeping a SCR, which is open for inspection by law
enforcement officers upon demand.

Licensing of Money Lenders

Following the imposition of additional licensing conditions in October
2018 on specific anti-money laundering and counter-terrorist
financing ("AML/CTF") requirements, the Money Lenders Section
continued to conduct onsite inspections and compliance checks on
licensed money lenders to ensure proper compliance. In 2019-20, the
Money Lenders Section conducted 420 site inspections on licensed
money lenders. 242 rectification orders and two warning letters
were issued requiring rectification of non-compliances with licensing
conditions. As at 31 March 2020, there were 2,279 licensed money
lenders, which represents an increase of 4% from 2,199 in 2018-19.
279 new licences were granted in 2019-20.

Enforcement and Prosecution

The Registrar is responsible for enforcing provisions of the
Companies Ordinance (“CO") (Cap. 622) and is delegated with the
authority to prosecute cases of non-compliance, where appropriate.
In 2019-20, the Registry conducted 6,706 site inspections on
companies to check their compliance with the requirements in
displaying company names and keeping company registers, including
the SCR. A total of 3,762 summonses were also issued for breaches
under the CO.
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HZE—NEZZEFE AEMNEHK The business of the Registry declined moderately in 2019-20.
BRFMBIE - UL A E6E29808 T H Revenue decreased by 3.3% to $629.8 million as compared to
—E-NE—NFEGRESNE ) 2018-19 (2018-19: $651.1 million). Operating costs went up by 6.2%
b i@ AE33% - MEMNE TEBIEM to $413.9 million as compared to 2018-19 owing to the increase in
T7102%  KEMEERAR_-_Z—NE staff costs by 10.2%, but partly offset by the decrease in operating
—NEEEFA62%ZE41E1,390& 7T © BEF expenses by 4.2%. These led to a decrease in profit from operations
MMEMERES  REER R 24.2% MR by 17.4% to $215.9 million (2018-19: $261.3 million).

$Ho Fit AR EMERT A2(E1,5908
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KRR #I84% B MR UL A 2R B 1 A B &% M Bk About 84% of the Registry’s total revenue is generated from the
U FEAERRRETNAFTERNEMEE incorporation of new companies, the registration of annual returns
BoEE—NEZZEFE BHRARGE and searches for company information. In 2019-20, owing to the
MREZHBEREETY  ARWERMNAR significant decrease in the number of companies incorporated, a
B AL EE & R 15100% I B IE E 2{E 5108 T decline in revenue from incorporation fees of 10.1% to $205.1 million
(ZE2E—NE—NEFE E2E2820&T)° (2018-19: $228.2 million) was recorded. Revenue from annual
ARE_ZE—NE_TFERBAFHR registration fees and search and copying fees also dropped slightly
REXEREMEZENWENRATRD B in 2019-20 by about 1.5% and 2.2% respectively.
BT B #91.5% K 2.2% o

32.6%

/ 6.0%
‘ /

1.5%
4.0%

.‘ 2.0% 8.3%
\ v

35.6%

[ ]

NCIIP AV BAFRREELE Bt R HKE WEXHELE
Incorporation fees Annual registration fees Search and copying fees Charges registration fees
B ERKRYEER EFESN AR RB IR L& Hh & F

HEHEER
Fees for administration and ~ Fees under TCSPs Other fees
collection services licensing regime
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Over the past years, the Registry has been able to meet its financial
objectives and maintain sufficient reserves to sustain its on-going
development. The stable financial position of the Registry provides
a solid foundation to support a revamp of the existing Integrated
Companies Registry Information System (“ICRIS") and the setting
up of a new IT infrastructure in the next few years to cope with
increasing workload by leveraging latest technological development
and innovation.
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To support enterprises as well as safeguard jobs, the Registry
would waive the registration fees for all annual returns (except for
late deliveries) for two years commencing from 1 October 2020,
benefiting about 1.4 million companies and reducing related revenue
by $212 million in total. In addition, to encourage the wider use of
the Registry’s electronic services, the Registry would also reduce the
fees payable for incorporation of companies (including registration
of non-Hong Kong companies) through electronic means by 10 per
cent commencing from the same date with a reduction in the related
revenue of about $12 million per annum.

As the Registry's performance is highly dependent on company
activities which are affected by changes in global and local economic
conditions, exacerbated by uncertainties relating to the COVID-19,

we will continue to stay prudent in financial planning and apply strict -~

control over the use of resources. -
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The number of companies registered with the Registry has grown
from about 0.8 million in 2010 to approaching 1.4 million by the
end of March 2020, with the number of documents received for
registration jumped from a daily average of around 7,000 to almost
13,000 for the same period. With the concerted efforts of the
Companies Bill Team, we supported the Financial Services and the
Treasury Bureau (“FSTB") in the successful re-write of the CO, a
mammoth project which cumulated in the enactment of the new
CO in July 2012 and the passage of twelve pieces of subsidiary
legislation in July 2013. The commencement of the new CO on
3 March 2014 marks a new chapter in Hong Kong's corporate
regulation, enhances corporate governance and fosters Hong Kong's
competitiveness as a place to do business.

In addition, the implementation of a new regulatory regime for a new
type of companies, open-ended fund companies (“OFCs"), with effect
from 30 July 2018 contributes to diversifying Hong Kong's fund
types, expanding the fund distribution network and promoting fund
origination in Hong Kong to deepen and broaden Hong Kong's asset
management industry.

Indeed, the Registry spares no effort in promoting and strengthening
a trusted business environment, including Hong Kong's capabilities
in combating money laundering and terrorist financing. In an effort
to enhance Hong Kong's requlatory regime for combating money
laundering and terrorist financing to comply with the standards
set by the Financial Action Task Force ("FATF"), the Registry has
taken up a new role as the licensing authority for TCSPs since
1 March 2018. Mandatory requirements on the keeping of a SCR by
companies were also introduced with effect from the same date.

48 ANNUAL REPORT (@OREZA0VA0R — 27



MERNERYERETHNRERAEER
HMEFE  —FE-N\FEERZZE-%F
ARIEEM AR R R RER R K XREFT A/
ETTHREZKREE - TR (BEME
EXREBR HAthEEHREBRTHIZ2H
B)WHRBAT FENITEREZRE
My FECEEHERBETRSRAMA
M LEERATRBAE—ERINER
BhHEHMBERZNRERAZEER -

BESZER ARTHNEEBRHHEE
BAREFRY  UEEFTEBENEE -
T2 ——F—RB - AEH#EHANFEE
BT EE M8 5. M8 Ik (www.eregistry.gov.hk) -
EAAEMER LN —EEEZEEREM -
—E-—FZR - ARERBEBREHKL
T—X AR ML BEHEELRF., - HR
ARER_E—_FRAKHHZESFIR
TAREHRERAREMIRERARB
(www.mobile-cr.gov.hk) » B ZE—t &
HHRBREFRBREZIRE -

REBHARTAESFRR(EBHRR
BE) ERAERAMEE SEABE
Z HIE-ZFENFEBU BAE_ZF
“EFMESM - EEXRARBEMARG
MiEFR#EH— X AR ZRABEER
BR %5 A 28 -

BAFMNTE ERUYRBENE#RL X
REHNMBETREABRFSRMMBEF
PN : R VAR

Representatives of the Registry, led by the Registrar, attended ten
interviews and meetings with the assessment team in the Mutual
Evaluation process of Hong Kong by fellow member jurisdictions
of the FATF in late 2018 and 2019. With the strenuous efforts
of everyone, including the FSTB, other regulators and market
participants, Hong Kong's AML/CTF regime was assessed to be
compliant and effective overall, making it the Ffirst jurisdiction in the
Asia-Pacific region to have achieved an overall compliant result.

We are also committed to coping with changes in our customers’
needs through innovation and expansion of our electronic services
in the past years. A major milestone in the history of company
registration was the launch of our 24-hour internet portal
“e-Registry” (Www.eregistry.gov.hk) in January 2011. In collaboration
with the Inland Revenue Department, a new one-stop service for
company incorporation and business registration was introduced in
March 2011. This was followed by the roll-out of full-scale electronic
filing of company information, mobile company search service
starting from 2012 and mobile filing service in 2017.

Primarily through streamlining of company incorporation procedures
and the introduction of the one-stop company incorporation and
business registration service, Hong Kong's international ranking in
“starting a business” jumped from being the 18" in 2010 to the 5™ in
2020, as reported by the World Bank in its Doing Business Reports
over the years.

Moving forward to a new decade, the Registry strives to build on its
solid foundation with a view to further strengthening Hong Kong's
position as an international financial and commercial centre.
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Facilitating Businesses to Foster
and Support the Development of the
Greater Bay Area

The Guangdong-Hong Kong-Macao Greater Bay Area (“Greater Bay
Area”) is one of the most open and vibrant regions in China which
plays a significant strateqic role in the overall development of the
country. To support businesses to break new ground in the Greater
Bay Area, the Registry will continue with its efforts in Facilitating
the starting of businesses by providing a modern, efficient and
integrated online platform and promoting a high standard of
corporate governance in Hong Kong. The Registry will continue
to ensure a trusted business environment so that investors and
businesses are confident in their pursuits of success in the Greater
Bay Area.

Developing Hong Kong as an
International Asset and Wealth
Management Centre

To further develop Hong Kong as an international asset and
wealth management centre and a preferred fund domicile, a new
OFC structure was introduced in July 2018 to enhance market
infrastructure. The Registry handles the incorporation and statutory
filings of OFCs.

With effect from 31 August 2020, the Registry also administers a
new Limited Partnership Fund regime, with a view to providing a
new statutory framework for private investment funds (including
private equity and venture capital funds) to set up and register in
Hong Kong in the form of limited partnerships. This Facilitates the
channelling of capital into corporates, including start-ups in the
innovation and technology field in the Greater Bay Area.
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The Next Generation of the Integrated
Companies Registry Information
System

Strategic use of information technology is crucial for an organisation
to stay vital for improvement and respond to changing needs. To
keep pace with rapid technological advances, handle the increasing
workload and meet rising expectations of our customers, we have
embarked on a development project entitled “The Next Generation
of ICRIS for the Companies Registry” in October 2018. The project
seeks to revamp the existing information systems to produce a
single, integrated online platform that supports the Registry's core
business operations in future. The Registry will seek to leverage
latest technological developments in the development of the
revamped system. Examples of some of the new features include the
setting up of cloud platform, the use of blockchain technology and
artificial intelligence in the provision of our services and the keeping
of company information.

As phase one of the revamp project, the Registry’'s website

(wwuw.cr.gov.hk) was renovated and a new website was launched in
July 2019.
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The Registry for Trust and Company
Service Providers

The Registry has taken up a new role as the licensing authority
for TCSPs under the Anti-Money Laundering and Counter-Terrorist
Financing Ordinance (Cap. 615) since March 2018. Under the licensing
regime, TCSPs are required to apply for a licence from the Registrar
and must pass a “fit-and-proper” test before a licence is granted for
the carrying on of a trust or company service business in Hong Kong.
TCSP licensees must comply with, among other things, statutory
customer due diligence and record-keeping requirements. Officers of
the TCSP Registry conduct onsite inspections, interviews and offsite
monitoring to ensure that applicants for TCSP licences and licensees
comply with all relevant requirements. Prosecution and disciplinary
actions are also taken for non-compliant cases where appropriate.

The robust licensing regime for TCSPs reinforces Hong Kong's
capabilities in combating money laundering and terrorist financing
and helps to ensure that Hong Kong remains a clean and trusted
place to do business.
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Enhancing the Regulation of Money
Lenders

Since 2016, the Government has implemented a four-pronged
approach to tackle malpractices relating to the money lending
business, including enhanced enforcement by the Police; imposition
of more stringent licensing conditions; enhanced public education
and publicity; and enhanced advisory services to the public. To
provide guidance to money lenders on the requirements of the
licensing conditions, the Registrar, in her capacity as the Registrar
of Money Lenders issued the Guidelines on Licensing Conditions of
Money Lenders Licence in October 2016. To ensure compliance with
new licensing conditions on AML/CTF requirements, the Guideline
on Compliance of Anti-Money Laundering and Counter-Terrorist
Financing Requirements for Licensed Money Lenders was also
promulgated in September 2018.

The imposition of more stringent licensing conditions, together with
other measures under the four-pronged approach, has helped to
contain the problem of money lending malpractices, in particular,
the problem relating to intermediaries in recent years. The Registry
will keep in view the latest developments of the money lending
business and continue to enhance regulatory measures with a view
to strengthening consumer protection while maintaining reasonable
access to credits in the sector.
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(IEEEAB(MEEATE® Non-Hong Kong Companies
8 - iLBEEMEis (Disclosure of Company Name, Place
EREENBIEEESZIE) ofncorporation and Members' Limited

G (5622ME) Liability) Regulation (Cap. 622M)

EERREEARE (FEEBEAR(KSE For better regulation, the Non-Hong Kong Companies (Disclosure
NAIBE R BEZEMEMAREE of Company Name, Place of Incorporation and Members’ Limited
MBERZEREE)AGNEZME)E 12 Liability) Regulation (Cap. 622M) came into operation on
“Z2-hAFN\BA—HBEEE  FELE—IF 1 August 2019 to align the disclosure requirements applicable to
ERBNBRRBEBATRMNKERT non-Hong Kong companies with those of Hong Kong companies.

———————————————————————————————————————— <+ 4 ANNUAL REPORT (@UERAVIN— ) 33



EABHE
hlights of the Y

Q my

H

201¢

’Aﬁﬁﬁﬂﬁﬁi@557][]Ejt%ﬁﬁ—;ﬂéiﬂ@%ﬁﬂgrﬂﬁﬁiﬁﬁ
5@1_%201% ATz
mﬁﬁmﬁﬁﬁgﬁn-
A delegation of the Companies Registry gttended the T B 1T s DR M e
n the Republic of North &1l 0 5% 4 BB
me s /J\ﬁ,ﬂpﬁggﬁaﬁLTTﬁ}zE
I = B T

Corporateé Registers Forum 2019 i
Re
Presentatiyes

Registrg

Macedonia
of the
C

Y the Registrqr o




o

ﬂil j(? I FT Y R
ZS =2

AREME

2017—18&%%@:%
B%%E%Miﬁ

~j1£EFlstrid
J%éﬁ(%ié*l]#%%%ﬂﬂﬂ)

The 2017-18 Annual Re
in the Astrid Rwargs 2
Orgonisotions" Categor

POrt won the Honours Award
019 under the “Not-
y

for-ProFit

&8
o g 9 5 T AT
B E

ice
r Volunteer SefV
0

ANTF)

ward f
Received the Gold A
e

Q]
— 35
48 ANNUAL REPORT (21051217



/AEEI
a H:HEE'&:$ L
s . EiEL
:éﬂiﬁﬁgm&j;\ Pﬁ’tf%ﬁﬁrqq,] N
EgiE EES S, | \EERE
3 Y AR 3% = Ll%é#z[:,%gim*g
L L VPN

EEHHFEB%EE,H@%%A
’JEﬁ%ﬁéM%EU%H%&%

EIHHJZ"ZEE&’AE]
Fﬁﬁiﬁﬁé%%ﬁﬂ

A

=1
i

momS
m E ol

of Companies and the Companies

ottended the Financial Action Task
rlando, the United A

The Registrar
Registry's team
Force Plenary mee

States., together with other regulators
[ 4 .
Q ’\f“ﬂched gistry’s ney
websit
. ® was

2

tings in 0



%%ﬁg%%ﬁﬁﬁéﬁﬁﬁ

s gL EEER
r2018

’AE]EIHHEZOW—BEE%EE
(2018 Vision Hwordsfﬁih’ztth
rIEﬁZJﬁﬁ%%ﬁﬂUﬁi%J > rEEKE"EE%ESO?ﬁJ 2
¢)ZE§E803§JEF$§?miﬁE§ﬁi§J

val Report won four gwards

The 2017-18 AnN
ommunications

o

rEE
AE#ZE HIGHLIGHTS OF THE YEAR

in the League of
ionals LLC's
Report Competition.
industry category o

@ coren
in the Hsm-Pocmc region”,
18" and “Technical Ac

Profess

of 20

e

LEHERED
IJETJ’A'E']EIFFH)E

5%

B
*

gation of officials f

A dele
ct Ma

Jingan Distri
Hdministratio
Registry

+8 July

f Government”,

gEE zaR&xE

rom Shanghci
rket Supervision

n visited the Comp

American C
2018 Vision Awar
uGold Award un
“Top 50 Reports
Reports

ds Annual
namely der the

“Top 80 Chineseé
hievement Award”

+8 July

anies

48 ANNUAL REPORT

2019

37

N



%—-ﬂﬁﬁf’%ﬁﬁﬁtt%J

/Aﬁjgﬂﬂﬁzow—mﬂfi%%r:
ﬁlﬁliﬁ(éﬁﬁ%mﬂ% : Eﬂﬁﬂ%%)ﬁ’ziﬁ%ﬁfﬁﬁ%ﬂ)&%%i&
(B EE Emﬁt%%mﬁ%ﬁ%ﬂ%)

onze Award

Report won the Br
al Annual Report
ganisation: Go
Honours Award
ncies & Offices”

Competition
vernment

The 2017-18 Annual
in the 2019 Internation
Awards under the “non-Profit or
Agencies & Offices” category and the
under the “Infogrophics: Government Age

category
A\ B August B
B AT
T 1 i A &' A
5 R S
(3622M = 8 L Ay
ZZMﬁ)EﬁEﬁ@m Pl B TR as
The Non-p ) 1 iy WS, §5§:’?mﬂ¥ﬁ§%ﬂﬁ$ﬁ
i ER i JFTEss : ST
of Compang g =, 2" ;E#E”ﬁ‘*ﬁﬁﬁ?'%%E?@miiwg% "B
ni . TH 3% s B, 3 5 -
Members' Limitﬂme, Place of lnles (Disclosyre bﬁ;@%%u%ﬂﬁﬂ %§5§5§7%§E§$ )
Came |nt ed LIGb”It Corporoti T [3) %*}-(Egﬁjz o \..“ KE%\
© Operation Y) Regulation (¢ i, he Financial g RAltEng b
ap. 622m) Mutual Ction A
Evalugti Task Fo
on R rce pUblis
hed the

)
A August
e . i
B Tective over Nd assesseq
G”, m . . to be compli
ant and



o

rEE
AZE#ZE HIGHLIGHTS OF THE YEAR

AF

Recei
from the Hong Kon

Small and M

B BE
2019r7,iﬁ§7§§J

ved the 2019 Partné

§%§%¢/J\ﬂ¢¥$%ﬁ§ﬁﬁéé

éiﬁﬁ%;ﬁéﬁk

r Employer Award

g General Chamber of

edium Business Limited

( + B October B

+
ﬁ NOVember

=\
NUAL REPORT @2J0)j[e2 — 39

N



1EEHE%%5%ED§+%UJ
%BF%EEU)@%“E

’AE]EIHH@%%%FZOTQE’A%%E
E’\JF%BFEJ*%;:EHEZ‘%&J (s
Award in the Deportmentol
(Small Department

standing Service

ived the Meritorious

Rece
ent Award

Service gnhancem

the Civil Service QOut

Category) of
Award Scheme 2019

+—B pecember

1§Ef}§/\

M= = L\E-IEE%% =)

E5F st Rt=x:
&ﬁﬂﬂmﬁ;;i£%m%@mmm

Tﬁﬁ}%ﬁ_
REMRE 10
Toomm | RHRE



&aﬁ%ﬁmw
ﬁﬁﬁﬁiﬁﬁﬂ

19 Annual Report W

The 2018
ellence

2019-20 MERCURY ExC
Reports — Cover Design:

Aw

oFHeE=—F
s (- HEH

on the Bronze Awar

Hbstract/Grop

— B February

tﬁiﬁ%ﬁﬁ%ﬁﬂ

A delegation of judges fro

Registry

5 =2 E MERCURY
o % BERAER

d in the

ards under the “Annual

hics” category

o

rEE
AE#ZE HIGHLIGHTS OF THE YEAR

%ﬂﬁﬁ%ﬁ

hai visited the Companies

m the courts of Shang

Q

—B January

4]

248 ANNUAL REPORT @408 122

N



Pa)
i

/1

Appendices

Py



EMfEERAES

O

Bt &% A APPENDIX A

B ESERBERAFKRERK
REPORT OF THE DIRECTOR OF AUDIT AND ANNUAL ACCOUNTS
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Audit Commission
The Government of the Hong Kong
Special Administrative Region

Independent RAuditor’s Report

To the Legislative Council

Opinion

| certify that | have examined and audited the financial statements
of the Companies Registry Trading Fund set out on pages 48
to 84, which comprise the statement of financial position as at
31 March 2020, and the statement of comprehensive income,
statement of changes in equity and statement of cash flows for the

year then ended, and notes to the financial statements, including a
summary of significant accounting policies.

In my opinion, the financial statements give a true and fair view
of the state of affairs of the Companies Registry Trading Fund as
at 31 March 2020, and of its results of operations and cash flows
for the year then ended in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs") issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA") and have been properly
prepared in accordance with the manner provided in section 7(4) of
the Trading Funds Ordinance (Cap. 430).

Basis for opinion

| conducted my audit in accordance with section 7(5) of the Trading
Funds Ordinance and the Audit Commission auditing standards. My
responsibilities under those standards are further described in the
Auditor’s responsibilities for the audit of the financial statements
section of my report. | am independent of the Companies Registry
Trading Fund in accordance with those standards, and | have FfulFfilled
my other ethical responsibilities in accordance with those standards.
| believe that the audit evidence | have obtained is sufficient and
appropriate to provide a basis for my opinion.
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Other information

The General Manager, Companies Registry Trading Fund is
responsible for the other information. The other information
comprises all the information included in the Companies Registry
Trading Fund's 2019-20 Annual Report, other than the financial
statements and my auditor’s report thereon.

My opinion on the financial statements does not cover the other
information and | do not express any form of assurance conclusion
thereon.

In connection with my audit of the financial statements, my
responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent
with the financial statements or my knowledge obtained in the
audit or otherwise appears to be materially misstated. If, based
on the work | have performed, | conclude that there is a material
misstatement of this other information, | am required to report that
fact. | have nothing to report in this regard.

Responsibilities of the General Manager, Companies
Registry Trading Fund for the financial statements

The General Manager, Companies Registry Trading Fund is
responsible for the preparation of financial statements that give a
true and fair view in accordance with HKFRSs issued by the HKICPA
and section 7(4) of the Trading Funds Ordinance, and for such
internal control as the General Manager, Companies Registry Trading
Fund determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due
to fraud or error.

In preparing the financial statements, the General Manager,
Companies Registry Trading Fund is responsible for assessing the
Companies Registry Trading Fund's ability to continue as a going
concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting.
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Auditor’s responsibilities For the audit of the financial
statements

My objectives are to obtain reasonable assurance about whether
the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes my opinion. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with the Audit Commission auditing
standards will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the
basis of these financial statements.

As part of an audit in accordance with the Audit Commission
auditing standards, | exercise professional judgment and maintain
professional skepticism throughout the audit. | also:

—  identify and assess the risks of material misstatement of the
financial statements, whether due to fraud or error, design and
perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide
a basis For my opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of
internal control;

— obtain an understanding of internal control relevant to the
audit in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Companies Registry Trading
Fund'’s internal control;

— evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by the General Manager, Companies Registry
Trading Fund;
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conclude on the appropriateness of the General Manager,
Companies Registry Trading Fund’s use of the going concern
basis of accounting and, based on the audit evidence obtained,
whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Companies
Registry Trading Fund'’s ability to continue as a going concern.
If I conclude that a material uncertainty exists, | am required to
draw attention in my auditor’s report to the related disclosures
in the financial statements or, if such disclosures are
inadequate, to modify my opinion. My conclusions are based
on the audit evidence obtained up to the date of my auditor's
report. However, future events or conditions may cause the
Companies Registry Trading Fund to cease to continue as a
going concern; and

evaluate the overall presentation, structure and content of the
financial statements, including the disclosures, and whether
the financial statements represent the underlying transactions
and events in @ manner that achieves fair presentation.

BIFEER
(ZEBNENEZRMHBLIT)

Ms Hildy Chan
Assistant Director of Audit (Acting)
for Director of Audit

BETE Audit Commission

EAET 26" Floor, Immigration Tower
EHLIE7R 7 Gloucester Road
ABEHEKIE206E Wanchai, Hong Kong
20205%9H1H 1 September 2020
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Annual Accounts of the Companies Registry Trading Fund
for the Year Ended 31 March 2020

RIB(EEESBRODETDEXBRER
Prepared and submitted pursuant to section 7(4) of the Trading Funds Ordinance
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NEFIMEEEEEZENESR
Companies Registry Trading Fund
Statement of Comprehensive Income

#H E2020F3B31HIEFE
for the year ended 31 March 2020

(LB F T 5IR)

(Expressed in thousands of Hong Kong dollars)

REEFEEHZBA Revenue from contracts with customers (4) 629,780 651,091

EBERA Operating costs (5) (413,903) (389,834)
EBEERA Profit from operations 215,877 261,257
Hits g A Other income (6) 41,587 37,818

FERA Profit For the year 257,464 299,075

Hith & E U & Other comprehensive income - -
FEMZENE Total comprehensive income for the year 257,464 299,075

EE&EDHKE Rate of return on fixed assets ) 56.1% 75.8%

FES4E EBAEMMI T AAMBEWERA—E 2 -
The notes on pages 54 to 84 form part of these financial statements.
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NEIIMEEEEZTHUHFNRAR
Companies Registry Trading Fund
Statement of Financial Position

722020F3H31H
as at 31 March 2020

(LUA T T3 7R)

(Expressed in thousands of Hong Kong dollars)

FRBDEE Non-current assets
ME - RERBM Property, plant and equipment (8) 302,638 301,923
HRHEEE Right-of-use assets (9(a)) 17,828 -
BEEE Intangible assets (10) 118,176 46,532
HNEESTFR Placement with the Exchange Fund (1 489,865 476,060
928,507 824,515
nBEE Current assets
FANRE -RER Prepayments, deposits and other receivables  (12) 16,577 13,680
Hfts FE Wy 7218
FE U BRI N L 1R X Amounts due from related parties (13(a)) 808 1420
RITEH Bank deposits 1,057,500 944,900
B RRITHEER Cash and bank balances 116,363 91,822
1,191,248 1,051,822
g A=K Current liabilities
i I A Deferred revenue (13(b)) (15,816) (17.041)
ER#EE Customers' deposits (15,616) (16,689)
FE £ 1 7% R H At Trade and other payables (45,391) (50,955)
FE 1% 7018
FE 15 B E A LR X Amounts due to related parties (113,524) (129,817)
HERE Lease liabilities (9(b)) (2,504) -
& & ii& % # Provision for employee benefits (14) (1,443) (1,093)
FE 5 B S 7% 7€ [B] $R Statutory return payable to the Government  (17) (62,463) -
(256,757) (215,595)
MENEEREE Net current assets 934,491 836,227
BMEEREZRBDER Total assets less current liabilities 1,862,998 1,660,742

---------------------------------------- < 3§ ANNUAL REPORT (@USIERASVIOR — 49



Bt EERBSRAFKRER
REPORT OF THE DIRECTOR OF AUDIT AND ANNUAL ACCOUNTS

REGEIMEEEEEMHTRRER =)
Companies Registry Trading Fund
Statement of Financial Position (ontinved)

722020F3H31H
as at 31 March 2020

(LB T T 5IR)
(Expressed in thousands of Hong Kong dollars)
FRBERE Non-current liabilities
U A Deferred revenue (13(b)) (5.131) (14,808)
HERE Lease liabilities (9(b)) (14,944) -
€ & & 7 £ 5 Provision for employee benefits (14) (68,388) (66,400)
(88,463) (81,208)
EERH NET ASSETS 1,774,535 1,579,534
BEXRf#E CAPITAL AND RESERVES
BEELEX Trading fund capital (15) 138,460 138,460
BEES Development fund (16) 545,476 550,000
REEF Retained earnings (17) 1,090,599 891,074
1,774,535 1,575,534
FES4AE EBAEMMI T AAMBWERA—H 2 -
The notes on pages 54 to 84 form part of these financial statements.
EERATEHT Ms Ada LL Chung, JP
AFGEMELEESELE General Manager, Companies Registry Trading Fund
2020%F9AR1H 1 September 2020
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Companies Registry Trading Fund
Statement of Changes in Equity

HZE2020F3A3HLEFE
for the year ended 31 March 2020

(LUA % T T3 7R)

(Expressed in thousands of Hong Kong dollars)

N
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1,280,459

£ EAHE ER Balance at beginning of year 1,579,534

FEREZENE Total comprehensive income for the year 257,464 299,075
FE 15 B 3 7% 5E [B] ¥R Statutory return payable to the Government (17) (62,463) -
EERNE Balance at end of year 1,774,535 1,579,534

FSAEEBAENM A A M HFREN—E D -

The notes on pages 54 to 84 form part of these financial statements.
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NEEMEEEEERERER
Companies Registry Trading Fund
Statement of Cash Flows

#H E2020F3B31HIEFE
for the year ended 31 March 2020

(LU T TAI5R)
(Expressed in thousands of Hong Kong dollars)
EETENRENE Cash flows from operating activities
EBIERF Profit from operations 215,877 261,257
TER#H Depreciation and amortisation 25,091 24,685
HEBBMNFESZH Interest expense on lease liabilities 297 -
FANHIE - REREMEY (Increase) / Decrease in prepayments, (117) 92
FIBER(EM) R deposits and other receivables
FE LS B8 A LIRS AY Decrease / (Increase) in amounts due from 612 (347)
"o/ (Em) related parties
EGE U A B G ),/ 18 (Decrease) / Increase in (10,902) 21,497
deferred revenue
EREEMCHD), 18 (Decrease) / Increase in (1,073) 3,542
customers’ deposits
FE £ e 5% Rz HL fth FE 1 FRIE AV (Decrease) / Increase in trade and (754) 21,450
GR2),/ 18 m other payables
FE A5 B8 A L 1R AR D Decrease in amounts due to (16,293) (21,066)
related parties
12 5 i@ I 5 fii 49 35 0 Increase in provision for 2,338 2,494
employee benefits
REEETSHNREFHE Net cash from operating activities 215,076 313,604
BREZHMNRERE Cash flows from investing activities
EEHREAIEEMN LK Increase in bank deposits with original (112,600) (233,000)
RITFHAVEM maturities over three months
SMNEE R TFRAYEM Increase in placement with (13,805) (20,936)
the Exchange Fund
EWFE Interest received 38,537 38,155
BEYE RERBIMMN Purchase of property, plant and (99,427) (29,105)
mEEE equipment and intangible assets
AREEEHMNEZ R Net cash used in investing activities (187,295) (244,886)
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N

NEREMESEEERERER®
Companies Registry Trading Fund
Statement of Cash Flows (ontinved)

HZE2020F3A3HLEFE
for the year ended 31 March 2020

(DUA T TA51R)

(Expressed in thousands of Hong Kong dollars)

MEZHMNAZRE Cash flows from financing activities

HEMIER Lease payments (9(b)) (3.240) -

ARmMETENRE R Net cash used in financing activities (3,240) -

H2REABSMIEMBE Net increase in cash and 24,541 68,718
cash equivalents

EFNNRERERER Cash and cash equivalents at beginning 91,822 23,04
of year

EERNRERERR S Cash and cash equivalents at (18) 116,363 91,822
end of year

FES4AE EBAEMMI G AAMBBWERA—E 2 -
The notes on pages 54 to 84 form part of these financial statements.

---------------------------------------- < 3§ ANNUAL REPORT (@ASNAASVI0R — 53



Bt EERBSRAFKRER
REPORT OF THE DIRECTOR OF AUDIT AND ANNUAL ACCOUNTS

BE 75 % 2% Bfi 5%
Notes to the Financial Statements
(B EHEBEIN MTESEBEYLULBEE T TMIR)

(Amounts expressed in thousands of Hong Kong dollars, unless otherwise stated)

1.

¥
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1.

General

The Companies Registry Trading Fund (“the Fund”) was
established on 1 August 1993 under the Legislative Council
Resolution passed on 30 June 1993 pursuant to sections 3, 4
and 6 of the Trading Funds Ordinance (Cap. 430). The Fund
mainly provides its customers with services and facilities to
incorporate companies and to register and examine company
documents.

Significant accounting policies

(a) Statement of compliance

These financial statements have been prepared in
accordance with accounting principles generally accepted
in Hong Kong and all applicable Hong Kong Financial
Reporting Standards (“HKFRSs"), a collective term which
includes all applicable individual HKFRSs, Hong Kong
Accounting Standards (“HKASs") and Interpretations issued
by the Hong Kong Institute of Certified Public Accountants
("HKICPR"). A summary of the significant accounting
policies adopted by the Fund is set out below.

The HKICPA has issued certain new and revised HKFRSs
that are Ffirst effective or available for early adoption for
the current accounting period of the Fund. Note 3 provides
information on the changes, if any, in accounting policies
resulting from initial application of these developments
to the extent that they are relevant to the Fund for the
current and prior accounting periods reflected in these
financial statements.
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(b) #m S BAFFIRFRAVE T

(b) Basis of preparation of the financial statements
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The measurement basis used in the preparation of these
financial statements is historical cost.

The preparation of financial statements in conformity
with HKFRSs requires management to make judgements,
estimates and assumptions that affect the application of
policies and reported amounts of assets and liabilities,
income and expenses. The estimates and associated
assumptions are based on historical experience and various
other factors that are believed to be reasonable under
the circumstances, the results of which form the basis of
making judgements about carrying values of assets and
liabilities that are not readily apparent from other sources.
Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised
if the revision affects only that period, or in the period of
the revision and future periods if the revision affects both
current and future periods.

There are no critical accounting judgements involved in
the application of the Fund's accounting policies. There are
also no key assumptions concerning the future, or other
key sources of estimation uncertainty at the reporting date,
that have a significant risk of causing a material adjustment
to the carrying amounts of assets and liabilities in the next
year.
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() Financial assets and financial liabilities

(i)

Initial recognition and measurement

The Fund's financial assets comprise placement with
the Exchange Fund, deposits and other receivables,
amounts due from related parties, bank deposits, and
cash and bank balances.

The Fund's financial liabilities comprise customers’
deposits, trade and other payables, amounts due
to related parties, lease liabilities and provision for
employee benefits.

The Fund recognises financial assets and financial
ligbilities on the date it becomes a party to the
contractual provisions of the instrument. At initial
recognition, financial assets and financial liabilities are
measured at fair value plus or minus transaction costs
that are directly attributable to the acquisition of the
financial assets or the issue of the financial liabilities.

Classification and subsequent measurement

The Fund classifies all financial assets as subsequently
measured at amortised cost using the effective interest
method, on the basis that they are held within a
business model whose objective is to hold them Ffor
collection of contractual cash flows and the contractual
cash flows represent solely payments of principal
and interest. The measurement of loss allowances for
financial assets is based on the expected credit loss
model as described in note 2(c)(iv).
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=

The effective interest method is a method of
calculating the amortised cost of a financial asset or a
financial liability and of allocating and recognising the
interest income or interest expense over the relevant
period. The effective interest rate is the rate that
exactly discounts estimated future cash payments or
receipts through the expected life of the financial asset
or financial liability to the gross carrying amount of the
financial asset or to the amortised cost of the financial
liability. When calculating the effective interest
rate, the Fund estimates the expected cash flows
by considering all contractual terms of the financial
instrument but does not consider the expected credit
losses. The calculation includes all fees paid or received
between parties to the contract that are an integral
part of the effective interest rate, transaction costs and
all other premiums or discounts.

The Fund classifies all financial liabilities as
subsequently measured at amortised cost using the
effective interest method.

The Fund reclassifies a financial asset when and only
when it changes its business model for managing the
asset. A financial liability is not reclassified.

Derecognition

A financial asset is derecognised when the contractual
rights to receive the cash flows from the Financial
asset expire, or where the financial asset together with
substantially all the risks and rewards of ownership
have been transferred.

A financial liability is derecognised when the obligation
specified in the contract is discharged or cancelled, or
when it expires.

S7
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(iv) Impairment of financial assets

The Fund applies a three-stage approach to measure
expected credit losses on financial assets measured
at amortised cost and to recognise the corresponding
loss allowances and impairment losses or reversals,
with the change in credit risk since initial recognition
determining the measurement bases for expected
credit losses:

Stage 1: 12-month expected credit losses

For fFinancial instruments for which there has not
been a significant increase in credit risk since initial
recognition, the portion of the lifetime expected credit
losses that represent the expected credit losses that
result from default events that are possible within the
12 months after the reporting date are recognised.

Stage 2: Lifetime expected credit losses — not credit
impaired

For financial instruments for which there has been
a significant increase in credit risk since initial
recognition but that are not credit impaired, lifetime
expected credit losses representing the expected
credit losses that result from all possible default events
over the expected life of the financial instruments are
recognised.

Stage 3: Lifetime expected credit losses — credit impaired

For financial instruments that have become credit
impaired, lifetime expected credit losses are recognised
and interest income is calculated by applying the
effective interest rate to the amortised cost rather than
the gross carrying amount.
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Determining significant increases in credit risk

At each reporting date, the Fund assesses whether
there has been a significant increase in credit risk
for Financial instruments since initial recognition
by comparing the risk of default occurring over the
remaining expected life as at the reporting date
with that as at the date of initial recognition. The
assessment considers quantitative and qualitative
historical information as well as forward-looking
information. A financial asset is assessed to be
credit impaired when one or more events that have a
detrimental impact on the estimated future cash flows
of that financial asset have occurred.

The Fund assesses whether there has been a
significant increase in credit risk since initial
recognition on an individual or collective basis.
For collective assessment, financial instruments
are grouped on the basis of shared credit risk
characteristics, taking into account investment type,
credit risk ratings and other relevant factors.

Placements with banks with an external credit rating of
investment grade are considered to have a low credit
risk. Other financial instruments are considered to have
a low credit risk if they have a low risk of default and
the counterparty or borrower has a strong capacity to
meet its contractual cash flow obligations in the near
term. The credit risk on these financial instruments is
assessed as not having increased significantly since
initial recognition.

When a financial asset is uncollectible, it is written
off against the related loss allowance. Such assets
are written off after all the necessary procedures
have been completed and the amount of the loss has
been determined. Subsequent recoveries of amounts
previously written off are recognised in the statement
of comprehensive income.
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Measurement of expected credit losses

Expected credit losses of a financial instrument are an
unbiased and probability-weighted estimate of credit
losses (i.e. the present value of all cash shortfalls) over
the expected life of the financial instrument. A cash
shortfall is the difference between the cash flows due
to the Fund in accordance with the contract and the
cash flows that the Fund expects to receive. For a
financial asset that is credit impaired at the reporting
date, the Fund measures the expected credit losses
as the difference between the asset's gross carrying
amount and the present value of estimated future
cash flows discounted at the asset’s original effective
interest rate.

(d) Property, plant and equipment
Property, plant and equipment appropriated to the Fund
on 1 August 1993 were measured initially at deemed cost
equal to the value contained in the Legislative Council
Resolution for the setting up of the Fund. Property,
plant and equipment acquired since 1 August 1993 are
capitalised at their costs of acquisition.

The following property, plant and equipment are stated
at cost less accumulated depreciation and any impairment
losses (note 2(q)):

buildings held for own use appropriated to the Fund on
1 August 1993; and

plant and equipment, including computer equipment,
furniture and fittings, motor vehicles and other
equipment.
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Depreciation is calculated to write off the cost of property,
plant and equipment, less their estimated residual value,
on a straight-line basis over their estimated useful lives as

follows:

—  Buildings 30 years
—  Computer equipment 5 years
—  Furniture, fittings and equipment 5 years
—  Motor vehicles 5 years

The land on which the Fund'’s buildings are situated as
appropriated to the Fund on 1 August 1993 is regarded as a
non-depreciating asset.

Gains or losses arising from the disposal of property,
plant and equipment are determined as the difference
between the net disposal proceeds and the carrying
amount of the asset, and are recognised in the statement
of comprehensive income on the date of disposal.

Leases

(i) From 1 April 2019
After the adoption of HKFRS 16 “Leases” (note 3(a)),
a lease is recognised in the statement of financial
position as a right-of-use asset with a corresponding
lease liability at the lease commencement date,
except that variable lease payments and payments
associated with short-term leases having a lease term
of 12 months or less and leases of low-value assets are
charged to the statement of comprehensive income on
a straight-line basis over the lease term.

A right-of-use asset is measured at cost less
accumulated depreciation and impairment losses
(note 2(q)). The right-of-use asset is depreciated on a
straight-line basis over the shorter of the lease term
and the asset's estimated useful life.
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The lease liability is measured at the present value
of the lease payments payable over the lease term,
discounted using the interest rate implicit in the lease
or, if that rate cannot be readily determined, the
Fund’s incremental borrowing rate. The lease liability is
subsequently adjusted by the effect of the interest on
and the settlement of the lease liability.

The lease liability is remeasured if the Fund changes
its assessment of whether it will exercise an extension
or termination option. When the lease liability is
remeasured, a corresponding adjustment is made to
the carrying amount of the right-of-use asset, or is
recorded in the statement of comprehensive income if
the carrying amount of the right-of-use asset has been
reduced to zero.

Prior to 1 April 2019

Under HKAS 17 “Leases”, leases where all the risks and
rewards incidental to ownership of assets remained
substantially with the lessors were accounted
for as operating leases. Payments made under
operating leases were charged to the statement of
comprehensive income on a straight-line basis over the
lease term.
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(F)

Intangible assets

Intangible assets include acquired computer software
licences and capitalised development costs of computer
software programmes. Expenditure on development
of computer software programmes is capitalised if
the programmes are technically feasible and the Fund
has sufficient resources and the intention to complete
development. The expenditure capitalised includes direct
labour and cost of materials. Intangible assets are stated
at cost less accumulated amortisation and any impairment
losses (note 2(q)).

Amortisation of intangible assets is charged to the
statement of comprehensive income on a straight-line basis
over the assets’ estimated useful lives of 5 years.

Impairment of non-financial assets

The carrying amounts of non-financial assets, including
property, plant and equipment, right-of-use assets and
intangible assets, are reviewed at each reporting date
to identify any indication of impairment. If there is an
indication of impairment, an impairment loss is recognised
in the statement of comprehensive income whenever
the carrying amount of an asset exceeds its recoverable
amount. The recoverable amount of an asset is the greater
of its Fair value less costs of disposal and value in use.

Deferred revenue

IF a customer pays consideration, or the Fund has an
unconditional right to consideration, before the Fund
transfers a service to the customer, the Fund recognises
its contract liability as deferred revenue. The Fund
derecognises the deferred revenue and recognises revenue
when the Fund transfers the service and, therefore,
satisfies its performance obligation.
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Revenue recognition

The Fund recognises revenue from contracts with
customers when it satisfies a performance obligation
by transferring a promised service to a customer, at the
amount of consideration to which the Fund expects to be
entitled in exchange for the service.

Interest income is recognised as it accrues using the
effective interest method.

Employee benefits

The employees of the Fund comprise civil servants and
contract staff. Salaries, staff gratuities, and annual leave
entitlements are accrued and recognised as expenditure
in the year in which the associated services are rendered
by the staff. For civil servants, staff on-costs, including
pensions and housing benefits provided to the staff by
the Government of the Hong Kong Special Administrative
Region (“the Government”), are charged as expenditure in
the year in which the associated services are rendered.

For civil servants employed on pensionable terms, their
pension liabilities are discharged by reimbursement of the
staff on-costs charged by the Government. For other staff,
contributions to the Mandatory Provident Fund Scheme
are charged to the statement of comprehensive income as
incurred.

Related parties

The Fund is a separate accounting entity within the
Government established under the Trading Funds
Ordinance. During the year, the Fund has entered into
transactions with various related parties, including
government bureaux and departments, other trading
funds and financially autonomous bodies controlled or
significantly influenced by the Government, in the ordinary
course of its business.
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(I) Cash equivalents
Cash equivalents are short-term highly liquid investments
that are readily convertible to known amounts of cash
and subject to an insignificant risk of changes in value,
having been within three months of maturity at the date of
acquisition.

Changes in accounting policies

The HKICPA has issued certain new or revised HKFRSs that
are effective for the current accounting period. None of them
impact on the accounting policies of the Fund except for the
adoption of HKFRS 16 as set out below.

The Fund has not applied any new standard or interpretation
that is not yet effective for the current accounting period
(note 23).

(@) HKFRS 16 “Leases”
HKFRS 16 replaces HKAS 17. It introduces a single lessee
accounting model and requires a lessee to recognise assets
and liabilities for all leases with a term of more than 12
months, unless the underlying asset is of low value.

The adoption of HKFRS 16 has primarily affected the
Fund’'s accounting as a lessee. The Fund elected to
apply the modified retrospective approach where the
comparative figures were not restated, and there was
no cumulative effect of initial application required to be
recognised as an adjustment to retained earnings as at
1 April 2019.
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FRHEEERMEMENREEEEDN The right-of-use assets were measured at an amount equal
SRt E - WR#IE2019%F3H31H to the lease liabilities, adjusted by the amount of prepaid
EFERRAERERNFAGTHEHER lease payments recognised in the statement of financial
BHESBPUFEE - position as at 31 March 2019.
HERERFGHEERENIRE Lease liabilities were measured at the present value of the
T2 W LE £ 52019F481H remaining lease payments, discounted using the Fund's
B R IE &R ITIR o incremental borrowing rate as at 1 April 2019.
TXHBRME B RS LR Set out below are disclosures relating to the main impact of
FIHHESELINTERZEN the adoption of HKFRS 16 on the Fund.
HEEH -
12019 F481H R i & 8 B 75 3R The effect of the adoption of HKFRS 16 on the statement of
AR 165 ¥ IF I N R financial position as at 1 April 2019 is as follows:
ZEMF:
RERER
EEMBRE 2019
120195 #£ Bl E165% 4818/
ARNBMEE S MEHKERE e SR
Adjustment on Balance at
Balance at initial application 1 April 2019,
1April 2019 of HKFRS 16 as adjusted
HHEEE Right-of-use assets - 20,661 20,661
BAREBE -#ZE R Prepayments, deposits and 13,680 (270) 13,410
HAth FEUT 58 other receivables
HERBEORE) Lease liabilities (current) - (2,673) (2,673)
HEREERE) Lease liabilities (non-current) - (17,718) (17,718)
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TRITEMS EGF 8 The table below shows the difference between operating
17582 Fr 3% 52 #2019FE3A831H lease commitments disclosed appluing HKAS 17 as at
B A & FH B R B (K 5E21) B R 31 March 2019 (note 21) and lease liabilities recognised
COI9FARTEEBEEMBRS under HKFRS 16 in the statement of financial position as at
A FE165R1E B FE AR 2R i S8 AY 1 April 2019.

HERBRER -

F2019F3A3THRI K& E & IE Operating lease commitments at 31 March 4,185
2019
m:aEEttEEETELIR Add: lease payments of extension options 17,638
HEZEEH#HNBEERE reasonably certain to be exercised
AN EESR T Less: prepaid lease expenses (270)
EEEA SRS I E16% T Remaining lease payments under HKFRS 16 21,553
FIERFH S I (M MITIR) (without discounting)
KRR F B 2 HAREE Less: total future interest expenses (1,162)
R2019F4A1HERMBEERRE Lease liabilities recognised at 1 April 2019 20,391
R2019F4R1HBERAREEGEN Weighted average incremental borrowing 1.56%
MEEEEERFNE rate applied to lease liabilities at
1 April 2019
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REERGHZWA

4. Revenue from contracts with

customers

2020 2019

AT YL EE & Incorporation fees 205,054 228,155
BAERHRRELE Annual registration fees 224,096 227,586
WENXHERLE Charges registration fees 9,674 11,696
EMERENNE Search and copying fees 100,888 103,197
ERRNKRBEHR Fees for administration and 25,081 17,636
collection services
EEAB AR RGIRESE Fees under trust or company service 12,702 8,839
BHEHEEH providers licensing regime
Ht&EHR Other fees 52,285 53,982
W Total 629,780 651,091

ERAEFTFGNNTENENEE X
BEERAZFIRHBHIERRAGGMR
RELMEFLARXHHRE - BF
AMBIRREEMEE £ EARE
& -BMARARZMME » RFES
HERARGEMERASHR MES
ERESHETEENEETMERI
B NEMTR ZRUHRFREKX
BAEMER - TEMMER AR
hmE > EEEERHERFORGE
TERHVEME  ULREREBEREAL
BlEHBINE -

TERREATRMEERRBRES
B EEEERHRBORBETE
HEE - WFERE BB E IR E 2 2R
KO XERRBE -

The Fund’s performance obligations in contracts with
customers mainly involve providing services to incorporate
companies and to register and examine company documents
to the customers. A customer is required to pay a fixed amount
of service fee for each service in advance. For incorporation
of a company, the Fund satisfies its performance obligation
and recognises the fee at a point in time on completion of
the service by issuing a certificate of incorporation, and a
customer may apply for refund of a major part of the advance
payment in case of unsuccessful incorporation. For registration
and examination of company documents, the Fund satisfies
its performance obligation as the service is rendered and
recognises the fee over time based on a cost-to-cost method.

For administration and collection services provided to related
parties, the Fund satisfies its performance obligation as the
service is rendered and recognises a service fee over time on a
full cost recovery basis.
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The Fund also administers the licensing regime for trust
or company service providers. The Fund'’s services mainly
include granting or renewing a licence, and monitoring and
ensuring the licensee’s compliance with the statutory customer
due diligence and record-keeping requirements. R licence is
usually valid for three years and a licensee is required to pay
a fixed amount of service fee in advance. The Fund satisfies
its performance obligation as the service is rendered and
recognises the fee over time on a straight-line basis.

5. Operating costs

2020 2019

BETEHR Staff costs 298,092 270,460
— M EFRX General operating expenses 84,263 91,495
TERE#H Depreciation and amortisation 25,091 24,685
RRITHEHR Central administration overheads 5,833 2,723
BEEHR Audit fees 624 471
W Total 413,903 389,834

6. HttUt A

6. Otherincome

2020 2019

WITEFFE Interest from bank deposits 26,679 18,641

HEERESFHHNE Interest from placement with the 14,908 19177
Exchange Fund

W Total 41,587 37,818
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7. B EEEMDHE 7. Rate of return on fixed assets

Bl E & E B R (K EE AR RR
EEMBRMESERFEIGRANER - L
FBEH)ZUBEZEWR(TEENE
WA)BRLUEEE EFI9FEFE
WEEASLEHXRE - BEEER
BEME RERBEMANELZEE -
FRHEET L ENHMHARARMR
EENBEEEEBRERERERBES%
(20194 : 5.7%) -

The rate of return on fixed assets, the derivation of which
is consistent with that before the adoption of HKFRS 16 to
achieve comparability, is calculated as total comprehensive
income (excluding interest income) divided by average net fixed
assets, and expressed as a percentage. Fixed assets include
property, plant and equipment, and intangible assets only. The
Fund is expected to meet a target rate of return on fixed assets
of 5.7% (2019: 5.7%) per year as determined by the Financial
Secretary.

8. M=% -« sk lmhast4 8. Property, plant and equipment
TR BR-KE
BEY EhERM R&H
Furniture,
Land and Computer fittings and Motor
buildings equipment equipment vehicles
B & Cost
£2018%4R81H At 1 April 2018 398,511 44,458 30,608 244 473,821
Em Additions - 3,318 1,926 - 5,244
£2019%3AH31H At 31 March 2019 398,511 47776 32,534 244 479,065
#mn Additions - 5,692 4,388 - 10,080
7£2020%3H31H At 31 March 2020 398,51 53,468 36,922 244 489,145
REIRE Accumulated depreciation
£20185%4R81H At 1 April 2018 108,145 36,341 23,092 244 167,822
FREH Charge for the year 4,444 2,895 1,981 - 9,320
£20195%3A31H At 31 March 2019 112,589 39,236 25,073 244 177142
FREHR Charge for the year 4,444 2,669 2,252 - 9,365
7£2020%3H31H At 31 March 2020 117,033 41,905 27,325 244 186,507
WREE(E Net book value
7£2020£3H31H At 31 March 2020 281,478 11,563 9,597 - 302,638
£2019%3A31H At 31 March 2019 285,922 8,540 7461 - 301923
70 o
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9. fHE 9. Leases
() HHEEE (@) Right-of-use assets
Buildings
I
3% Cost
EEA At beginning of year -
R RIRMNE B F RS ER Adjustment on initial application of HKFRS 16 20,661
B 165% M 1 i /Y 38 28 (Fff 52 3(0)) (note 3(a))

EHES - KHAR At beginning of year, as adjusted 20,661
10 Additions -
EEH At end of year 20,661
REITE Accumulated depreciation
EEW At beginning of year -
FRNEH Charge for the year 2,833
EE# At end of year 2,833
R # B Net book value
EF# At end of year 17,828
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(b) HEE®E (b) Lease liabilities

D Current 2,504

JE R ED Non-current 14,944

¥ Total 17,448
TRETHEAEENEE > 84 The table below shows changes in lease liabilities,
HeMIFREE - including both cash and non-cash changes.
B

EE At beginning of year -

HEXRME B FRESEAZEI65  Adjustment on initial application of 20,391

T H 89 58 2 (Kf 52X 3(a)) HKFRS 16 (note 3(a))

EEY KBRE At beginning of year, as adjusted 20,391

REMEBERTRENEE: Changes from financing cash Flows:

MERIEA Lease payments (3,240)

FHEEEE: Non-cash changes:

HEBBEMNFESZH Interest expense on lease liabilities 297

EFR At end of year 17,448
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N

HEEENRGASNERIIEN The remaining contractual maturities of lease liabilities,
T EREENERBAEREEE which are based on contractual undiscounted cash flows,
MIRER=EINH: are shown below:

1A Within one year 2,755
1FHE2EA After one year but within two years 2,940
CEBESERN After two years but within five years 8,820
S55#% After five years 3,798
W Total 18,313
() REEWBERANEFHEEEE (c) Expense items in relation to leases recognised in the
Bz HIEH statement of comprehensive income

HEBEMNFIESZH Interest expense on lease liabilities 297

(d HEZHESRHELE (d) Total cash outflow for leases

MEME Lease payments 3,240
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10. -5 & 10.Intangible assets

ERNGEERRRFAERSF

Computer software licences and system development costs

2020 2019

5% 3 Cost

EE At beginning of year 322,287 295,021
12 10 Additions 84,537 27,266
TEFA& At end of year 406,824 322,287
BRI Accumulated amortisation

EE At beginning of year 275,755 260,390
FRNEH Charge for the year 12,893 15,365
TEEHE At end of year 288,648 275,755
VR i (= Net book value

EEH At end of year 118,176 46,532

NIEEEFX 11. Placement with the Exchange Fund

HMEE B & 77 RN BF 2 4.89865f8 # 7T
(20194 1 476061 & JT)* HA41E
BTROSF4AEETT AR S
7986.5% & jt(2019: 6,606& & jT)
ABREASAREMREROME
EZERBBAFE(RAFRBER) #
AT REIRENAE -

HNEREHFRMNERBFIREEM
BEERHE ZEXEIHIEES
REMEGBECFNFHIFEREMR
] OBEEHHAESEL—BEE
WFEHFENDS  MEREESE
THRAE0% - 2020FEEERABF
37%  2019F BB F2.9%

The balance of the placement with the Exchange Fund
amounted to HK$489.865 million (2019: HKS$476.06 million),
being the principal sum of HK$410 million (2019: HK$410 million)
and interest paid but not yet withdrawn at the reporting date
of HK$79.865 million (2019: HK66.06 million). The term of the
placement is six years from the date of placement, during which
the amount of principal sum cannot be withdrawn.

Interest on the placement is payable at a fixed rate determined
every January. The rate is the average annual investment
return of the Exchange Fund's Investment Portfolio for the past
six years or the average annual yield of three-year Government
Bonds for the previous year subject to a minimum of zero
percent, whichever is the higher. The interest rate has been
fixed at 3.7% per annum for the year 2020 and at 2.9% per
annum for the year 2019.
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12.Prepayments, deposits and other

receivables

2020 2019

FEA IR Prepayments 6,347 6,500

®B&E Deposits 4 4

FEEt SR1TFRF B Accrued interest from bank deposits 5,720 3,772

FEEtINERE ST E Accrued interest from placement 4,506 3,404
with the Exchange Fund

W Total 16,577 13,680

BEERNSHEER

() BURIEMEHNEE
MIBEHTRAEANATHRSE T8
HTHBEUIRRFEER B798 BT
(2019 2E# L) ZMEERCE
BEEMBRTROBUREA
TIRMFP MEELRBEEGHE
E-ERREHTFARNRYE &
MREFEEMBRBER  HitE
W REEMERRIEHEGHE
E o

13.Contract balances with customers

(@) Receivables and contract assets

For services provided to related parties, the balance of
receivables at the reporting date of HK$0.79 million (2019:
HKS$0.92 million) is included in the amounts due from
related parties in the statement of financial position and
the Fund does not have any contract assets. For services
provided to the general public, since customers pay the
service fees in advance, the Fund does not have any
receivables or contract assets.

------ « 35 ANNUAL REPORT (@A0)EBAep Lol — 75



Bt EERBSRAFKRER
REPORT OF THE DIRECTOR OF AUDIT AND ANNUAL ACCOUNTS

(b) &¥ER (b) Contract liabilities
E2HNNMEFEMNERZA The Fund's obligations to provide services to customers
EFRHERBOEE  HREHE for which the Fund has received advance payments from
AR R LR EU A B2 K5I H - the customers are presented as deferred revenue in the
PRI I statement of financial position, as analysed below:
2020 2019
iE 3E U A Deferred revenue
SEEE ARIRIFIR M ESERE  Fees under trust or company 16,088 25,51
HEER service providers licensing
regime
HithR75 & B Other service fees 4,859 6,338
W Total 20,947 31,849
2020 2019

& Representing:

RENBE Current liabilities 15,816 17,041

ERENBEE Non-current liabilities 5,131 14,808

M Total 20,947 31,849
FEEW AR TER S H The balances of deferred revenue above represent the
DEERBEIT(EHSDEXEBRET) aggregate amount of the transaction price allocated to the
MENEENRZERELE - & performance obligations that are unsatisfied (or partially
£TER  EANATRKIEMHSE unsatisfied) at the reporting date. For the deferred revenue
BREFHENELNAERNZE under the licensing regime For trust or company service
A S R RR A U A o T Lt R FE LR providers, the Fund expects to recognise as revenue
ABERIERNERZERA R within about three years. For other deferred revenue, the
BEERARZEFENNRKERMARL Fund expects to recognise as revenue within one year. No
Z 1B - consideration from contracts with customers is not included

in the transaction price.
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FRIEBIEWAWEGNEKRES Significant changes in the balances of deferred revenue
RIS during the year are shown below:
2020 2019
R EMELUW AMAEE Decrease due to recognition as (17,962) (5136)
R EREEDRBIAT revenue during the year that
L was included in the balances of

deferred revenue at beginning

of year
FRWERMIE#MZERM Increase due to advance pauments 7,060 26,633
10 received during the year
14.( & i& #) 1% (i 14.Provision for employee benefits
A EERSAMATIEHRBELS This represents the estimated liability for employees’ annual
T REFHRNMEETBE(RKEE2(])) - leave for services rendered up to the reporting date (see note
2(j))-
L.EEEFER 15.Trading fund capital
LERFHESHNKRE - This represents the Government's investment in the Fund.
16.XRE= 16.Development fund
1£ £ Y] AU 45 BR Balance at beginning of year 550,000 -
(BHZE) BABGRZGREF Transfer (to) / from retained earnings (4,524) 550,000
(B$E%17) (note 17)
EFERNER Balance at end of year 545,476 550,000
# Z2019F383HILtFEE - 4 During the year ended 31 March 2019, with the approval
AR R ERRERFEASSE of the Financial Secretary, the Fund set aside an amount
BIRUURIEREES  BHITIM of HKS550 million from retained earnings to establish a
BB E AN EERMES - development fund for financing the implementation of the

Departmental Information Technology Planning projects.
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17. R E&EF 17. Retained earnings
2020 2019
= F PB4 ER Balance at beginning of year 891,074 1,141,999
FEREZEUW T Total comprehensive income for the year 257,464 299,075
EAR (BEE) Transfer from / (to) development fund 4,524 (550,000)
BEES(KEE6) (note 16)
A 7 [E 2R Statutory return (62,463) -
EFERNER Balance at end of year 1,090,599 891,074
#2020F18 » T IRIB(E ERE £ 1§ In January 2020, the Government directed the transfer of
Y5 7R #% 8 220194F3831H It =& the target returns (see note 7) for the three years ended
FEMNBEZERHR( R EE7)EEE BT 31 March 2019 into general revenue pursuant to the Trading
—RRUT A o E%EEEEFL2020 4B R © Funds Ordinance. The transfer was completed in April 2020.
BRERFRARE 18.Cash and cash equivalents
2020 2019
e KRBITHEER Cash and bank balances 116,363 91,822
WITFX Bank deposits 1,057,500 944,900
INEE Subtotal 1,173,863 1,036,722
A REHRA3EA Less: Bank deposits with original (1,057,500) (944,900)
L ERIERITER maturities over three months
HeERERESE Cash and cash equivalents 116,363 91,822




19.FHEALTHRS

BRYALEERAMBREABLHEEN
TH o FREREATHHEMER
LHWAATF

(o) EeRRHETREALHRBERESE
ft R R EDAR TS - KUK B2 1R IR
RETEY  MAREIGEER
BEAGEME - KEELRBAW
= # 51 H53,2808 & st (20194 -
262638 # L)

(b) FEBATRETFESNRBEERE
FEEMH ~ B EDRI - 553~
BRI KEEE - At
- REEREE - EERHE
Y32 Hi $£3,290% & T (20194 :
315558 %) ' &

© HEAEZEATREMNBEARERD
1B BAENEAR » EEEE
670& & 7L (20194 : 123& &) °

BREAEAINZZNTREREMT
AT NEESKBARMAMTNE
R uzsEsRBEERETEAEAL
e B B 1% U [8] 2 &R A 4 75 20 U -
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19.Related party transactions

Apart from those separately disclosed in the financial
statements, the other material related party transactions for
the year are summarised as follows:

(a) Services provided to related parties included search and
copying services, collection of certain tax-loaded fees
and bona vacantia, and the administration of the Money
Lenders Reqistry on behalf of the Government. The total
revenue derived from these services amounted to HK$32.8
million (2019: HK$26.263 million);

(b) Services received from related parties included services on
acquisition of stores, mail, printing, training, information
technology, building management, accommodation,
central administration and auditing. The total cost incurred
on these services amounted to HK$32.9 million (2019:
HKS$31.555 million); and

() Capital expenditure in relation to information technology
and renovation services provided by related parties
amounted to HK$6.7 million (2019: HK$1.23 million).

Services provided by or to related parties were charged at
the rates payable by the general public where such services
were also available to members of the public, or on a full cost
recovery basis where such services were only available to
related parties.
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20.B K1 20.Capital commitments
EHREH B2 XBEMBHREPFE At the reporting date, the Fund had capital commitments, so far
HEBHEAKEMT: as not provided for in the financial statements, as follows:
2020 2019
EREREN Authorised and contracted for 320,812 358,880
EREERKTELN Authorised but not yet contracted for 305,521 230,125
B Total 626,333 589,005
L T4 ‘E - -
LIEEHERIE 21.0perating lease commitments
EHRER WEBETUTHEN L RE At the reporting date, the total future minimum lease payments
EYREHERERRPOREENLHEE under non-cancellable operating leases for land and buildings
MIEHMEEMN T were payable as follows:
2020 2019
THE@E1E Not later than one year = 3,240
BEIFETEESE Later than one year but not later than - 945
five years
WEE Total = 4,185
FH2019F481HE » KRR EZ AR From 1 April 2019 onwards, future lease payments are
B FIE R B E MK EE2(e)() 80 & 5 recognised as lease liabilities in the statement of financial
HE  REBERRIRAEDRAEE position in accordance with the accounting policies as set out
B FRAESFRKEZLAHWEERIE in note 2(e)(i) and the details regarding the Fund's future lease
EF B AL B EEO(D) 3K BB payments are disclosed in note 9(b).
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22.Financial risk management

(@) Investment policy
To provide an ancillary source of income, surplus cash is
placed as fixed-term bank deposits and as placement with
the Exchange Fund.

(b) Credit risk
Credit risk is the risk that one party to a financial
instrument will fail to discharge an obligation and cause the
other party to incur a financial loss.

The Fund’s credit risk is primarily attributable to placement
with the Exchange Fund, deposits and other receivables,
amounts due from related parties, bank deposits and bank
balances. The Fund has a credit policy in place and the
exposure to these credit risks is monitored on an ongoing
basis.

To minimise credit risks, all fixed deposits are placed with
licensed banks in Hong Kong. These financial assets are
considered to have a low credit risk. The loss allowances
are measured at amounts equal to 12-month expected
credit losses, which are assessed to be immaterial by the
Fund.

The credit quality of bank deposits and bank balances,
analysed by the ratings designated by Moody's or their
equivalents, is shown below:

2020 2019

EFREMR - Credit rating:

Aa1E Aa3 Aal to Aa3 116,331 150,590
A1ZA3 A1to A3 1,057,500 886,100
W Total 1,173,831 1,036,690
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HAHMEMEERTSRER
£ BESGFHETANEREBE
B Rt EAFRIRER -

EFREAEENEMEEMAK
ENReSEREARBEMEENE
MR {E -
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EERBEHRERESNEKE
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WREHBAARERESNEESE
T BAERUUECSHEINHESR
REMMBEMNEEEKR - H
MEEZHMRBEERH  BLR
BHESEBAEE -
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Bk BREENRITERRE
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R RITFRIREHERE
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HiRE{EREENBRF M HE

While other financial assets are subject to the impairment
requirements, the Fund has estimated that their expected
credit losses are minimal and considers that no loss
allowance is required.

The maximum exposure to credit risk of the financial assets
of the Fund at the reporting date is equal to their carrying
amounts.

Liquidity risk

Liquidity risk is the risk that an entity will encounter
difficulty in meeting obligations associated with financial
liabilities.

The Fund employs projected cash flow analysis to manage
liquidity risk by forecasting the amount of cash required
and monitoring the working capital of the Fund to ensure
that all liabilities due and known funding requirements
could be met. As the Fund has a strong liquidity position, it
has a very low level of liquidity risk.

Interest rate risk
Interest rate risk refers to the risk of loss arising from
changes in market interest rates. This can be further
classified into fair value interest rate risk and cash flow
interest rate risk.

Fair value interest rate risk is the risk that the fair value
of a financial instrument will Fluctuate because of changes
in market interest rates. Since the Fund's bank deposits
bear interest at fixed rates, their fair values will fall when
market interest rates increase. However, as all the bank
deposits are stated at amortised cost, changes in market
interest rates will not affect their carrying amounts and the
Fund's profit and reserves.
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Cash flow interest rate risk is the risk that future cash
flows of a financial instrument will fluctuate because of
changes in market interest rates. The Fund is not exposed
to material cash flow interest rate risk because it has no
major financial instruments bearing interest at a floating
rate.

Currency risk

Currency risk is the risk that the fair value or future cash
flows of a financial instrument will fluctuate because of
changes in foreign exchange rates.

The Fund does not have an exposure to currency risk as all
of its financial instruments are denominated in Hong Kong
dollars.

Other financial risk

The Fund is exposed to financial risk arising from changes
in the interest rate on the placement with the Exchange
Fund which is determined every January (note 11). It was
estimated that, as at 31 March 2020, a 50 basis point
(2019: 50 basis point) increase/decrease in the interest
rates for 2019 and 2020, with all other variables held
constant, would increase/decrease the profit for the year
and reserves by HK$2.5 million (2019: HKS$2.4 million).

Fair values

The fair value of financial instruments traded in active
markets is based on quoted market prices at the reporting
date. In the absence of such quoted market prices, Fair
values are estimated using present value or other valuation
techniques, using inputs based on market conditions
existing at the reporting date.

All financial instruments are stated in the statement of
financial position at amounts equal to or not materially
different from their fair values.

———————————————————————————————————————— < 3R ANNUAL REPORT (QAOAKAASVISN — 83

N



Bt EERBSRAFKRER
REPORT OF THE DIRECTOR OF AUDIT AND ANNUAL ACCOUNTS

23.EEH{EREZE2020

F3A3MALFERK
RIS ET ~ FEER
RiHEMNAIEREE

EEFAMBRRBEZE  FEFE
BABCEHEMSIRIEE]  MMEL K2
B RFER MEARZEREEE
2020F3RA3NHIEFEHRER 75
REERPHREPIRARMN -

B FHZZE FElRREAE
EREMBEE RSN BT
Ml o ESHERERMESZET
AR RRETATAEE WM BRE
HEREE -

23.Possible impact of amendments,

new standards and interpretations
issued but not yet effective for the
year ended 31 March 2020

Up to the date of issue of these financial statements, the
HKICPA has issued a number of amendments, new standards
and interpretations which are not yet effective for the year
ended 31 March 2020 and which have not been early adopted
in these financial statements.

The Fund is in the process of making an assessment of
what the impact of these amendments, new standards
and interpretations is expected to be in the period of initial
adoption. So far it has concluded that the adoption of them
is unlikely to have a significant impact on the financial
statements.
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—E-NEESFEEIFEXTERSEHT
KEY WORKLOAD STATISTICS FOR 2019-20

g E3831HLLEE
Year to 31 March

2020

#/(R)EaE
% Increase/

(Decrease)

¥ A B EE Registration of New Companies
Kit /A7 Local companies
—ARALF — public companies 67 4 63.4
—fART — private companies 118,157 134,134 (1.9
—ERAF — guarantee companies 977 922 6.0
GEMIEEEAF Registered non-Hong Kong companies 2,155 1,180 82.6
X4 &5 Registration of Documents
FIT U EI 89 3 44 Documents received 3,109,127 3,658,405 (15.0)
Frug 2 8948 52 Charges received 19,106 21,855 (12.6)
ENZBAME Change of name notifications 14,729 17,698 (16.8)
BEERBME Voluntary liquidation notices 768 775 (0.9)
AE & Company Searches
BRIXH R G AR Document image records searches 4,972,351 5,062,460 (1.8)
ERAREN Company particulars searches 326,371 335,424 (27)
EREERA Directors' index searches 406,317 400,327 1.5
181 Prosecutions
BHEE Summonses issued 3,762 3120 20.6
BIER 1T E Striking OFf Actions
W AIbEBFEAI AR Companies struck off 47,566 84,695 (43.8)
18 85 5F 1B Deregistrations
HEHEE AV AR Companies deregistered 63,122 71,758 (12.0)
BERNATRTE Licensing For Trust or Company Service

RigERM Providers
Fir U I BY % B 55 New applications received 583 5481 (89.4)
#e B RS BB Licences granted 659 6,419 (89.7)
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AR %5

Service

BiE

(ZE R
KERY
BaL)
Target

(% Meeting
Standard)

2019-20
AR 75 K0

Service
Standard ®

2019-20
IHRR

Achievements

BERRR
(GE 2R 7%
KR
B7t)
Actual Over/(Under)

(% Meeting Achieved
Standard) (%)

)4
(£ 1%)
BiE®

Bt RFKFEO

2020-21
BiE
Targets

i ZI R 7%
KB
Bak

Service
Standard @

% Meeting
Standard

(MIIEBEE  BIEREAERIN
(expressed in working days unless otherwise specified)

MAEEme
Registration of new companies
o AHAFG
local companies @
— DUED AR 2 A /Y 31+
delivery in hard copy form
- HEFREAX ARG
delivery in electronic form @
s FEBAF
non-Hong Kong companies
s AMXEAESHARC
open-ended fund companies ©

REEREE
Change of names of companies
o AHAR
local companies
- AR LRI H
delivery in hard copy form
—HUEFREATAHHXH®
delivery in electronic form
s MHXESEAFC
open-ended fund companies ©

RENHER
Registration of general documents
— LEDAR X Z RIS
delivery in hard copy form ©
- UEFEAZFMERREY
delivery of specified forms in electronic
form @

R £
Registration of charges

4 95
TNBEhr 90
10 90
3 90
4 95
T\NBFhr 90
3 90
5 90

12/)\Bhrs 90

99 4
99 9
99 9
100 10
100 5
99 9

A#EANA RBEANA

90 0
100 10
98 8

4 95
N:E 90
10 90
3 90
4 95
T/NBFhr 90
3 90
5 90

12/)\ B hrs 95
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N

2019-20 2020-21
THERR BiF
Achievements Targets
B EBERRE s/
(GERIRHE (ERRHE (& 52) i 2 AR 7%

2019-20 KFER KFE ERE:Y) KT Y
R R 750K 0 Bak) B Bt RFKFEO Bk

Target Actual Over/(Under)
Service (% Meeting (% Meeting Achieved Service % Meeting
Service Standard ®  Standard)  Standard) (%) Standard ® Standard
(LLT/EHEE - B hBEER)
(expressed in working days unless otherwise specified)

REHHEM

Deregistration of companies

o MERUWEIRGE 5 S5 97 2 5 95
acknowledge receipt of application

MLEBREER
Online search on the internet
s RENHEZGRLHZUETE 54 #£mins 95 99 4 543 #£mins 95
supply of image records of documents for
download
s BRHEMERNERKEBRALNRO 3/\Bfhrs 95 100 5 3/\Bshrs 95
supply of certified copies of search
results &®)
o RRMEFNEE 6/ B hrs 95 100 5 6/\BEhrs 95
supply of certificates 7&®

EARMEMBLEMR

Onsite search at the Public Search Centre

s RUEEMERMEXE 2043 #mins 95 100 5 2043 # mins 95
supply of hard copies of search results

s RHEMBERNERKEBRLO 3/\B¥hrs 95 100 5 3/\BFhrs 95
supply of certified copies of search

results ©

s REEF® 6/\B¥hrs 95 100 5 6/)\BFhrs 95

supply of certificates ©

EXBEUENERRZFXXH 204> #Emins 95 99 4 2043 & mins 95
(HERS bR R BFRG) ©

Onsite delivery of documents in hard copy
form (queuing time) ©

BUERH LB RFBFIEMEMEO 2fE+A 90 95 5 2+ B 90
Granting of trust or company service 2.5 mths 2.5 mths

provider licences (%
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(1) MEAREXZAHUXGEARBERKEFTERIAXMGHER - LEFERZFTHIXHEARTE KT R B R XHRIRFR—E LT -
The service standard for delivery in hard copy form excludes the day of delivery. The service standard for delivery in electronic form is
calculated from the time of e-submission.

(2) BELTLFRARNIMERRERDERNAREMIBHE —HRL -
Business Registration Certificates are issued by the Companies Registry for the Inland Revenue Department together with Certificates of
Incorporation.

(3) FRIEKFEBAMREMAMBRGBERAR ©
The service standard applies to registration of local company limited by shares.

(4) BRBRKFEBARUEFHEAZATIRBERIBHRE -
The service standard applies to applications or specified forms which are submitted electronically.

(5) BRBEKFEFTBEESERPEER S E R E S RERAREPRBEXEARGEMEMEIERA -
The time required by the Securities and Futures Commission (“SFC") in processing and delivering the applications to the Registry is
excluded.

6) ERAMAMXERBARNEEZRENNYE  REKFETEEESRPEEHETSZEEMENRIERR -
For documents reporting appointment of directors of open-ended fund companies, the processing time required by the SFCis excluded.

(7) TEIFLLERE s % & /5 30X Z M E AR -
Time for delivery by post or by courier service is excluded.

(8) BERFMNATHUEGES FEARXNWMXHENEXBRIARES IR PHLABERNIETESEEORBERNREZ3EAREMS
DEM R ER
Customers who do not request for delivery of certified copies of documents and certificates by post or by courier service can collect them
during service hours at the collection counters of the Public Search Centre at 13th floor, Queensway Government Offices, 66 Queensway,
Hong Kong.

(O) BEFUBTEHENXHILRSFZIRBFERS -
Customers can deliver documents not requiring fees at designated Service Desk.

(10) RFBFKFLETEHARBEHEN RIBAENGEE—SHAENSRE -
The service standard does not apply to applications for trust or company service provider licences which require amendment, additional
information or further investigation.
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