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Overview

The past year has seen a moderate growth in business
volumes in our core services. In September 2000, we
successfully launched the Companies Registry On-line Public
Search System (CROPS) which gives subscribers direct
on-line access to key company information in our expanded
database. To provide more efficient services to the business
community and reinforce Hong Kong's status as an
international financial centre, the next few years will see the
implementation of a number of major initiatives. These include
the Strategic Change Plan (SCP) which will bring about the
electronic delivery of services and the recommendations
arising from the reviews of company law and corporate

governance.

Business Volumes

Over the past year, there has been an increased demand for
the Registry's key services. In 2000-01, the number of
company incorporations and searches grew by 5% and 3.4%
respectively over last year. As at 31 March 2001, the total
number of local companies and oversea companies on our

register stood at 512,357 and 6,220 respectively.

Financial Results
The Registry attained a net surplus of $42 million in 2000-01,

representing a return of 12% on the net fixed assets employed.
This surplus is 15% lower than the surplus of $49.6 million
achieved in 1999-2000, mainly due to a continued decline in
exceptional income from late filing of annual returns as a result
of improved levels of compliance. Over the past years, the

Registry has built up a healthy level of financial reserves which
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will help finance our expenditure on capital projects in order
to improve the quality and efficiency of services provided to
our customers. We will uphold our prudent financial
management policy in investing capital projects, maintaining
our strong balance sheet and keeping our fees at a very

reasonable level.

Customer Services

We are committed to providing our customers with an efficient,
courteous and professional service in a pleasant environment.
We either met or well exceeded our performance targets in
2000-01 and, in view of this, have set improved targets for some
services. For example, our standard time for registration of
oversea companies and their documents are 25 and 8 working
days respectively in 2001-02, compared with the 29 and 9 working
days respectiveiy required in 2000-01. The Registry regularly
monitors performances against targets and publishes the results
annually. Through our Customer Liaison Group, the annual
customer survey and visits paid to customers, we gather the
information necessary to enhance our services regularly. As
always, | would like to record my gratitude to all members of the
Customer Liaison Group for their service and contributions
throughout 2000-01.
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Efficiency and Productivity

The target of the Government's Enhanced Productivity
Programme (EPP) is to achieve an overall savings of 5% in
recurrent expenditure by the year 2002-03. Up to 31 March
2001, we achieved cumulative savings of $12.3 million, or 6.5%
of our recurrent expenditure. For 2001-02, we aim to deliver
EPP savings of $0.8 million, representing another 0.4% savings
in recurrent expenditure. By the year 2002-03, our cumulative
EPP savings should reach about 8%, well exceeding the 5%
target. The department measures productivity of its activities in
terms of weighted output per manday. The department's overall
productivity in 2000-01 increased by 8% compared to 1999-2000.
We will continue to strive for improvements in efficiency and

productivity.

On-line Services
In September 2000, we launched CROPS giving subscribers

direct on-line access to key company information in our
expanded database. CROPS also provides an on-line microfiche
ordering facility that supports conventional search for company
information and a means for collecting search fees from the
subscribers. We will continue to place high priority on the
management and use of computer software and take active
measures to ensure that the department adheres to the

Government's intellectual property compliance standards.

Strategic Change Plan

The objective of the SCP is to establish a fully computerised
Registry to enhance the delivery of quality service to customers
and align with the Government's "Digital 21" information
technology strategy. An integral part of the SCP is the Integrated
Companies Registry Information System (ICRIS) which will be
developed in two phases. Phase |, estimated to be completed
by September 2003, will include the replacement of the existing
computer systems, document imaging, and online searches on
current data or electronic document images of registered

companies kept in the Registry's database. Phase Il will include
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the implementation of electronic document registration and
incorporation, and a customer service support system. On the
completion of this phase in October 2004, companies will be
able to incorporate companies electronically and submit
documents to the Registry on line. In February 2001, we created
a post of Development Manager at the Directorate D1 level and
established a Development Division and Information Technology
(IT) Division in order to implement the SCP and promote the
use of IT in developing the Registry's business. We aim to invite
tenders to develop ICRIS in the last quarter of 2001.

Other Legal, Policy
and Regulatory Issues

The Companies Registry's role and functions, however, extend
far beyond those of a "traditional" companies registry and it is
now responsible for a wide range of legal, policy and regulatory
issues. The department is the Government's principal authority
on company law reform and is playing a key role in the overall
review of the Companies Ordinance. Furthermore, as the
Standing Committee on Company Law Reform (SCCLR) is
undertaking an overall review of corporate governance in Hong
Kong, and the Companies Registry provides the secretariat for
the SCCLR, the department has a critically important role in
planning and co-ordinating the review. In addition, | represent
the Financial Secretary on the Committee of the Hong Kong
Society of Accountants (HKSA). In this capacity, | have
responsibility for ensuring that due regard is had to the public
interest by the HKSA which is a self-regulatory professional body

under the Professional Accountants Ordinance.
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Review of

the Companies Ordinance

Following the publication of the Report of the SCCLR on the
Overall Review of the Companies Ordinance in February 2000,
62 of its recommendations, including areas for further study,
have been categorised into four phases for follow-up action.
Most of the Phase | items have been included in a Companies
(Amendment) Bill which is currently being drafted and will be
introduced in the Legislative Council in early 2002. Phase |l
items cover the corporate governance related items which have
been subsumed by the Corporate Governance Review and will
be the subject of further companies amendment bills in the next
year or so. Phase lll involves a number of major items requiring
further consideration such as oversea companies, capital
maintenance and corporate regulation. Finally, Phase IV will
cover the re-structuring and rewriting of the existing Companies
Ordinance. This is a massive undertaking which will take time
given the size and complexity of the Ordinance. However, our

objective is to complete it as soon as possible.

Corporate Governance Review

| am particularly pleased with the excellent progress made by
the SCCLR in undertaking the Corporate Governance Review
since the review was announced by the Financial Secretary in
March 2000. The first phase of the SCCLR's recommendations
are contained in a public consultation paper which was issued
in July 2001 for a period of public consultation. On the basis of
the comments received, detailed proposals will be formulated
to amend the Companies Ordinance and Listing Rules. In the
meantime, the SCCLR is continuing with the second phase of
the review which will cover issues such as corporate regulation
and shareholder activism.
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Environmental Protection

As a socially-responsible department, we are very conscious of
environmental protection and have incorporated various "green”
measures as an integral part of our operation. In November
2000, we employed an external expert to conduct an independent
environmental audit. The audit concluded that the Registry had
shown commitment to protect the environment and the green

housekeeping measures were found to be generally satisfactory.

Human Resources

As at 31 March 2001, the department employed 403 staff on
permanent pensionable or contract terms. We have recently
formulated an orientation programme to ensure that a more
formal, comprehensive training and briefing package can be
provided for new comers or staff taking up new postings. Our
innovative and dedicated staff have been the most important
element supporting the varied and high quality services provided
to our customers and ensuring the Registry's continuing success.
| wish to record my heartfelt thanks to them for their hard work,
dedicated service and contribution to the life of the department.

The Way Ahead

The next four to five years will present the Companies Registry
with considerable challenges over a very wide front as the
department simultaneously implements very major reforms such
as the Overall Review of the Companies Ordinance, the
Corporate Governance Review and the SCP. All of these will
substantially enhance Hong Kong's status as an international
financial and business centre as well as the department's ability
to provide services of a quality and level compatible with those
expected of a companies registry in the 21st century. With the
implementation of CROPS in September 2000, our customers
were enabled for the first time ever to be able to access the
Registry's database without having to visit the department's
offices. In just over two years' time, Phase | of the SCP will
have been implemented and, just one year later, the

transformation of the Companies Registry into a fully-electronic
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operation will have been completed. At the same time, the
reforms recommended in the company law and corporate
governance reviews will either have been implemented or be
nearing implementation, while there may also be changes to
the system of corporate regulation in Hong Kong. The compound
impact and interaction of these very major reforms and
developments in the legal, regulatory and operational fields on
Hong Kong's corporate life in general and the Companies
Registry's operations in particular will be very significant and
profound. However, since the Registry commenced operating
as a trading fund in August 1993, the department has always
proved equal to responding to many and varied challenges.
Given the Registry's proven ability to manage change coupled
with strong financial reserves, a good technological base and,
above all, a highly motivated and hard-working staff, | have every
confidence in the department's ability to give Hong Kong a

first-class service in the year ahead.

G W E Jones, J.P.

Registrar of Companies and General Manager
Companies Registry Trading Fund
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Important milestones over the past five years

in improving our services to customers
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1996

1996

1997

1997

1997

1997

1998

1998

1999

1999

2000

2000

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
despaiched 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 homepage 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 name 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
cempany e

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
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The Companies Registry's Directorate




