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Overview

2004-05 has been a very productive year for the Companies
Registry. First and foremost, on 28 February 2005, we successfully
implemented the Companies Registry’s Electronic Search Services.
Our customers, not only in Hong Kong but throughout the world,
can now conduct on-line searches of the department’s database
to obtain company information on the internet anytime, anywhere.
On the regulatory front, the Administration has introduced a Bill
establishing the Financial Reporting Council (FRC) into the
Legislative Council and we have made good progress with the
review of the accounting and auditing provisions of the
Companies Ordinance. Last but not least, we have seen a record
surplus of $85.1 million for the year as a result of a record-breaking

number of incorporations during the year.

Business Volumes

For the year ended 31 March 2005, a total of 66,466 new
companies were incorporated, an increase of 37% compared with
48,463 in 2003-04. The number of dissolutions of companies
during the year decreased by 20.2% to 41,394. As a result, the
total number of local companies on the public register on 31
March 2005 rose to 525,447, compared to 500,919 on 31 March
2004. The total number of oversea companies registered under
Part XI of the Companies Ordinance stood at 7,299 on 31 March
2005, 242 more than the previous year. Movements in volumes
of other types of services were rather mixed. 2004-05 saw
increases of 6.7% and 45.4% in the number of documents and
charges received for registration respectively, while applications

for changes of company name dropped by 3.6%.
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Financial Results

The business turnover for the year ended 31 March 2005 was
$270.0 million, an increase of 15.2% over that for last year,
attributable largely to a substantial growth in the revenue from
company incorporations. The net surplus for the year, after
deducting interest expenditure and taxation, amounted to
$85.1 million, an increase of 76.6% compared with $48.2 million
recorded in 2003-04. The return on the average net fixed assets
employed for 2004-05 was 18.8%.

Efficiency and Productivity

The Registry measures the productivity of its activities in terms of
weighted output per man-day. In this respect, the department’s
overall productivity in 2004-05 increased by 12% compared to
2003-04. We will continue to strive for improvements in

efficiency and productivity wherever possible.

Customer Services

We are fully committed to continuously improving our services
and facilities, and providing efficient, quality and cost-effective
services to meet if not exceeding the many and varied needs of
all our customers. To keep customers updated regarding our
performance and service standards, the department publishes its
performance targets and results annually. Thanks to unrelenting
staff efforts, the performance of our 13 core services well exceeded
the performance pledges in 2004-05. Furthermore, the number
of complaints received in 2004-05 has been kept at a very low
level of 22 cases against the very high volume of 1,624,230
documents received for filing and 1,644,694 company searches
during the year. Through our Customer Liaison Group, the annual
customer survey and regular visits to major customers, we gather
the information necessary to continually enhance our services.
As always, | would like to express my gratitude and appreciation
to all members of the Customer Liaison Group for their service

and contributions throughout 2004-05.
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Human Resources

As at 31 March 2005, the Registry employed 343 staff on
permanent pensionable or contract terms. The high quality of
the department’s staff is a key factor in ensuring that an ever
increasing workload and new challenges are handled efficiently
and imaginatively. | would like to express my heartfelt thanks to
all my colleagues for their sheer hard work and contribution.
The Registry will constantly support them by providing adequate
training and a safe working environment. | am confident that our
highly innovative and dedicated staff will continue to provide
high quality services to our customers to ensure the department’s

continuing success.

Strategic Change Plan

Phase | of the Integrated Companies Registry Information System
(ICRIS), which is an integral part of the Strategic Change Plan
(SCP), was implemented on 28 February 2005. Under ICRIS,
paper documents received by the department will be converted
into digitised images soon after receipt for online scrutiny and
data entry by our staff. Furthermore, customers can now conduct
internet searches around-the-clock on current data and digitised
images of registered company documents kept in the Registry’s
database. The department is now working out the functional
requirements for Phase Il of ICRIS, which will include the
implementation of electronic filing of applications for
incorporation and document registration. It is hoped that the
development of Phase Il will be completed in 2008-09. Upon
the full implementation of ICRIS, the Registry will be able to
receive, process, store and disseminate information on a fully
electronic basis, providing a very high standard of services to our

customers throughout the world.
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Other Legal, Policy and Regulatory Issues

The department’s role and functions embrace a wide range of
legal, policy and regulatory issues in addition to those of a pure
‘companies registry’. 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, the Companies Registry provides the secretariat for
the Standing Committee on Company Law Reform (SCCLR) and
played a critically important role in planning and co-ordinating
Corporate Governance Review (CGR) undertaken by the SCCLR.
In addition, | represent the Financial Secretary on the Council of
the Hong Kong Institute of Certified Public Accountants (HKICPA).
In this respect, | have participated in the discussion of the
proposals to ‘open-up’ the membership of the HKICPA’s Council
and Investigation and Disciplinary Committees, and reform of
the accountancy profession’s existing self-regulatory regime. As
part of this process, | have been heavily involved in the drafting
of the Financial Reporting Council (FRC) Bill which will
significantly enhance our ability to investigate and, where
necessary, take action in respect of substandard audits and
financial statements. The FRC Bill was introduced into the

Legislative Council on 29 June 2005.
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Review of the Companies Ordinance

Over the past few years, action to implement the
recommendations of the SCCLR in its Report published in 2000
and in the Corporate Governance Review undertaken between
2000 and 2003, has been taken in the context of a series of major
companies amendment bills, most notably the Companies
(Amendment) Ordinance 2003 and the Companies (Amendment)
Ordinance 2004. However, we have now reached a stage where
action to follow up many of the remaining recommendations,
such as reform of the capital maintenance provision,
modernisation of the statutory language etc., can be taken
forward only in the context of a rewrite of the Companies
Ordinance. In view of this and in order to keep pace with other
major common law jurisdictions which have embarked upon
major programmes to reform their company law, we are actively
considering how to take forward this major initiative. In this
respect, we have started detailed planning of the rewrite exercise,
including identification of the issues involved, designing the
organisational framework and assessing the resource implications.
On the assumption that approval will be obtained from the
Legislative Council for the additional resources in the latter part

of 2005, it is hoped that the rewrite can commence in mid-2006.
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Electronic Search Services

Since the establishment of the Companies Registry as an
independent Government department in May 1993, virtually
every year has seen major enhancements to the quality of our
services and public facilities. This year, | am particularly pleased
to see the implementation of our new electronic search services
on 28 February 2005. This has marked a quite exponential leap
forward in the manner in which the department delivers its
services to the public. Our customers can now conduct online
searches concurrently on the current data of companies and
directors and over 80 million pages of images of registered
documents over the internet 24 hours a day throughout the year.
We have been very encouraged by the many positive comments
about the new service from our customers. The take-up rate of
the internet search services has been much higher and faster than
expected. Over 1,200 online users have registered with the
Registry to use the service and over 90% of company searches

are now conducted over the internet.

Outlook

In 2008-09, we hope to implement Phase Il of ICRIS which will
see the provision of an e-filing service for incorporation and
document registration. Once this has been completed, the
department’s public operations will be fully automated and our
customers will be able to apply for incorporation, file documents
and search for the latest updated corporate information on-line.
All these developments will further enhance our infrastructure
and strengthen Hong Kong’s position as one of the most business
friendly jurisdictions in the world. The implementation of such
a massive, complex computer system would not have been
possible without a high amount of outstanding team work. In
this respect, | would like to acknowledge and pay tribute to all
my staff in the Companies Registry for their outstanding

contributions in this respect over the past year.
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On the regulatory front, we have made substantial progress in
the reform of the accountancy profession’s self-regulatory regime.
The FRC Bill was introduced into LegCo in June 2005 and,
depending on the date of enactment, | hope that the FRC will be
in full operation in the not too distant future. As regards the
complete rewrite of the Companies Ordinance, | hope that the
Panel on Financial Affairs and Finance Committee of the
Legislative Council will support our proposals so that work can
start as scheduled in mid-2006.

This year we have taken a very big step forward in the way in
which we deliver our public services. However, much remains
to be done. In the coming years, we plan to implement Phase
[l of ICRIS, establish the FRC and rewrite the Companies
Ordinance. However, by using our strengths, in particular strong
staff support, healthy financial reserves and a state of the art
information technology base, | have no doubt that we shall realise
our vision of achieving world-wide recognition as an excellent

Companies Registry giving the community a quality service.

G W E Jones, ).P.

Registrar of Companies and General Manager

Companies Registry Trading Fund
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2000

2001

2002

2003

2004

2005

Introduction of 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 of the Companies Registry On-line Public Search System
(CROPS) for online searching of key company information by
subscribers at their offices

Implementation of the Companies Registry’s Strategic Change
Plan (SCP) following endorsement by the then Secretary for
Financial Services

Enhancement of the services provided under CROPS including
a new service for delivering microfiches to customers through
couriers

Completion of the feasibility study for the Integrated Companies
Registry Information System (ICRIS) to examine the system
requirements and technical specification, etc. for implementing
electronic filing, electronic processing and electronic search

Award of the contracts for the implementation of ICRIS Phase |
and the provision of microfiche and paper document conversion
services to develop a new integrated system for delivery of
electronic services

Enactment of the Companies (Amendment) Ordinance 2003 to
implement the first phase of the recommendations made in “The
Report of the Standing Committee on Company Law Reform on
the Recommendations of a Consultancy Report of the Review
of the Hong Kong Companies Ordinance” and legislative
amendments to the Companies Ordinance necessitated by ICRIS
Phase |

Completion of the exercise to convert approximately 67 million
frames of microfilmed documents into digitised images

Introduction of 25 new and 25 revised specified forms to cater
for the new filing requirements resulting from legislative changes
and the needs of customers

Renovation and refurbishment of the Companies Registry’s offices
on the 13" and 14" floors of the Queensway Government Offices
including the Public Search and Document Submission Centres

Implementation of ICRIS Phase | and launch of the electronic
search services on the internet



