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GENERAL MANAGER’S STATEMENT

Overview

After two years (1997-98 and 1998-99) in which the Companies
Registry's business volumes and financial results were adversely
affected by the economic downturn, the past year has seen
clear evidence of an improvement in these areas reflecting the
gradual economic recovery. In addition, it has seen the further
development of major initiatives such as the Companies Registry
On-line Public Search System (CROPS) and the Strategic Change
Plan (SCP). These will completely revolutionize the Registry’s
operations and service delivery leading to further growth of
business volumes and diversification of the department’s

revenue base.

Business Volumes

Hong Kong has recovered gradually from the economic
downturn and the more buoyant commercial environment has
resulted in an increased demand for our core services. In 1999-
2000, the number of company incorporations increased by 29%
over last year and charges registration was up by 11%. The
total number of local companies on our register passed the
half million mark in April 2000.

Financial Results

The Registry achieved a surplus of $49.6 million in 1999-2000,
representing a return of 14% on the net fixed assets employed.
However, this surplus is 32% less than the surplus of $72.6
million achieved in 1998-99. As explained in my last year's

statement, the remarkable surplus of 1998-99 was mainly due
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to the very substantial revenue generated by the late filing fees
for annual returns, consequent to the expansion of the Registry's
prosecution policy since 1 April 1998. With improved levels of
compliance, this exceptional income has gradually reduced as
more and more companies file their annual returns on time.
Consequently, the late filing income in 1999-2000 was 34% less
than that in 1998-99. We will continue to monitor the situation
closely and explore new revenue — generating services to ensure
that the Registry’s revenue sources are as broadly-based as
possible. However, thanks to our prudent financial management
principles and the healthy financial reserves built up over the
past years, we are confident that the Registry will maintain
sufficient sources of funding to meet recurrent expenditure and

support future investment and development projects.

Efficiency and Productmty
Improvement
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We always strive to improve operating efficiency through
productivity gains and cost control. The Government’s enhanced
productivity programme (EPP) requires all government
departments including the trading funds to achieve, by the
financial year 2002-03, a cumulative enhanced productivity
equivalent to no less than 5% of savings in recurrent expenditure.
In 1999-2000, the Registry achieved an EPP saving of $6.2 million.
With a further estimated saving of $5.9 million to be achieved in
2000-01, our cumulative EPP savings should already meet the
5% required level by 31 March 2001, two years earlier than the
target date. The department’s productivity in 1999-2000,
measured in terms of weighted output per manday, rose by 6%
as compared with 1998-99.
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Caring for Customers

We are committed to providing our customers with efficient, cost-
effective and quality services and facilities. Through our Customer
Liaison Group, the annual customer survey and visits paid to
customers, we gather the information necessary to enhance our
services regularly. Throughout 1999-2000, the Registry met its
performance pledge targets in all areas. Over the past seven
years, the department has achieved significant improvements in
service delivery. Our standard times for processing the
incorporation of local companies, the registration of oversea
companies and the registration of charges are now 6, 29 and
10.5 working days respectively compared with the 7, 38 and 12
working days respectively required in 1993-94 when we started
operating as a trading fund. Furthermore, to alleviate the burden
on the general business community, we have not revised our
fees since December 1997. We will continue to exercise tight
control over costs and keep our fees as low as possible. Customers
can be assured that they will receive reliable and high quality
service at a very reasonable price. As in previous years, | would
like to record my gratitude to all members of the Customer Liaison
Group for their service and contributions throughout 1999-2000.

Database Expansion & On-line
Public Search System

On 31 March 2000, we introduced a new search service on an
expanded database system providing additional information such
as a company’s registered office address, share capital structure,
particulars of directors and secretaries, details of receivers and
liquidators (where applicable) and a charges indicator for all
registered companies providing more efficient searches by
customers at our Public Computer Terminal Room. We have
recently launched CROPS which will give subscribers direct on-
line access to key company information in our expanded database
and enable them to place orders for microfiches containing
microfilmed company documents. Through CROPS, customers
can obtain considerable current company information quickly and
conveniently without leaving their offices, with options to search

in either Chinese or English, and to view or print the search results.
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Strategic Change Plan

Electronic communications and electronic commerce are now
an integral part of our lives, and we are fully aware of the pressing
need to fully computerize the Registry's operations in order to
enhance service quality and delivery. With this in mind, we have
formulated the SCP to fully re-engineer the Registry’s operations
on the basis of the three key change drivers of electronic filing,
electronic processing and electronic searching of company data.
We aim to conduct a full feasibility study in 2001 and complete
the tendering exercise in 2002 so that the new system can be
implemented in phases in 2003 and 2004.

Legislation

The Companies (Amendment) Ordinance 1999, which came into
operation on 11 November 1999, introduced a new statutory
procedure to deregister defunct solvent private companies,
streamlined the reporting of directors’ particulars and provided
for merger relief. The Companies (Amendment) Ordinance 2000,
which came into operation on 1 July 2000, also contains a number
of business friendly provisions and further simplifies statutory
requirements. For example, a company will be able to dispense
with holding an Annual General Meeting if all members sign a
unanimous written resolution and a company can use a unanimous
written resolution to transact company business instead of holding
a general meeting. In parallel with the implementation of our
SCP, the preparation of the necessary legislative amendments to
facilitate electronic filing, electronic processing and electronic

searching of company data has commenced.

Other Legal, Policy and
Regulatory Issues

Although the department is organized and resourced as a
companies registry, it is not a ‘pure’ companies registry because
its duties and responsibilities as they have developed over the
past seven years (and before) embrace issues far removed from
the department’s core functions of company incorporations,

registration of documents and provision of public search facilities.
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For many years, the department has been the Government's
principal authority on company law reform and is playing a key
role in the overall review of the Companies Ordinance. More
recently, the Registry has become increasingly involved in
corporate governance issues. Now that the Standing Committee
on Company Law Reform has been charged with the responsibility
for undertaking an overall review of corporate governance in Hong
Kong, the department will be at the centre of developing
appropriate corporate governance standards for Hong Kong.
Further details of these two major initiatives may be found in the
body of this Report. In addition, I represent the Financial Secretary
on the Hong Kong Society of Accountant’s (HKSA) Council and,
as such, reflect the Government’s concerns on matters of public
interest to the HKSA which is a self-regulatory professional body

under the Professional Accountants Ordinance.

Green Management

As a socially-responsible department, the Registry is committed
to contributing to environmental protection. The green measures
adopted by the Registry include waste minimization, waste
recovery for recycling and energy conservation. We have one
green manager and four assistant green managers responsible
for green management and conveying environmental protection
messages to staff. Guidance on green housekeeping measures
is circulated to staff twice a year to encourage them to maintain
their efforts to contribute to environmental protection. Like all
government departments, the Registry is required to include a
section in its annual report on what it is doing in this very
important area. As can be seen from the relevant section in this
report a lot has been and is being done. Ultimately, the change
to e-filing in late 2004 will do a considerable amount to ensure
that greatly improved corporate reporting and disclosure does
not necessitate the use of paper.
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Staff

As at 31 March 2000, the Registry employed 408 staff on

permanent pensionable or contract terms. We aim at building a

workplace that attracts, retains, and develops our staff. We pursue
“Human Resource Management” initiatives which provide a
sound framework for staff recruitment, training and personal
development to meet the changing business requirements. Our
staff have always been the department’s most valuable asset and
[ would like to take this opportunity to thank them for their hard
work, support and dedication over the past year. They can take
pride in their achievements during the past year in further
developing the Registry’s range of facilities and services as well

as laying firm foundations for future developments.

The Future

The Companies Registry has entered the new millennium with a
clear vision embodied in the SCP to establish by late 2004 a fully
computerized system to file, process and disseminate corporate
data. This will lead to significant reductions in the time taken to
process documents and costs, resulting in further overall
improvements to service and productivity levels and financial
results. The coming four years will see an enormous amount of
work on many different fronts as we strive to implement this
vision. However, the Registry faces this challenge with healthy
financial reserves, strong staff support and a broad customer
network. Despite the complexity of and demands imposed by
the task ahead, | am confident of success and know that the
department will realize its vision of achieving worldwide
recognition as an excellent Companies Registry giving the

community a quality service.

G WE Jones, J.P.

Registrar of Companies and General Manager
Companies Registry Trading Fund
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our services to customers

1995 QOctober

1996 January

1996 October

1997 February

1997 April

1997 July

1998 May
1998 November
1999 September

1999 November

=H 2000 March

JuH 2000 September

Computerize fully the document index which keeps
track of all the documents filed by a company
Introduce a CD-ROM service to provide a more
convenient mode of search on the Registry's
company name and document indices

Use electronic signatures to sign certificates of
incorporation to enable certificates to be despatched
and index updated earlier

Give customers a choice to use either English or
Chinese to conduct their searches on the company
names and document indices, the directors’ index,
and the register of disqualification orders
De-regulate statutory forms and introduce 13 new
bilingual user-friendly specified forms to replace the
more commonly used forms

Launch a home page on the Internet to provide more
information for easy retrieval and specified forms for
downloading

Launch an on-line search through the internet on the
company names and document indices

Introduce 26 new bilingual user-friendly specified
forms thereby completing the forms revision exercise
Install an interactive voice telephone enquiry system
to enhance the telephone enquiry service
Introduce a service on issuing letters of confirmation
on the non-existence of a named company
Introduce the deregistration service to provide a
quicker, simpler and cheaper method to remove
defunct, solvent private companies from the Register
of Companies

Introduce an expanded database providing key
company information such as registered office
address, share capital structure, and particulars of
directors and secretaries for searching at the
Registry’s Offices

Launch the Companies Registry On-line Public Search
System (CROPS) for on-line searching of key company
information by customers at their offices



