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Business Operations

Incorporation and Dissolution of Companies

As stated in World Bank's report on “Doing Business 2016", which
compares the performance of 189 economies worldwide, Hong
Kong's ranking in “starting a business” went up four places to
fFourth internationally.

In 2015-16, the number of new companies incorporated showed
a moderate year-on-year decrease of 5.6 per cent to 135,358, of
which about 81 per cent were one-member companies. On average,
11,280 new companies were added to the Companies Register (“the
Register”) every month, which represented an average of around
552 new companies per working day.

On the other hand, 123,787 companies were dissolved in the same
year, representing a surge of 82.8 per cent from the previous year,
mainly due to a special exercise conducted to strike off defunct
companies on the Register. Out of the dissolved companies,
49,098 companies were deregistered; 73,648 companies were
struck off the Register and 1,041 companies were dissolved by

liquidation.
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Registration of Documents

In 2015-16, the number of documents received for registration
remained steady at 2,593,120 when compared to those for the
past two years, representing an average of 10,500 documents per
working day.

The documents received for registration relate to different aspects
of operation of a company, including articles of association,
notifications of appointments, resignations and changes in
particulars of directors and company secretaries, changes of
registered office addresses, returns of allotments and annual
returns.
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Public Searches

In 2015-16, a total of 3,895,298 searches of document image
records were conducted using the Registry's electronic search
services, representing an increase of 3.8 per cent from the previous
year. The number of searches of the Directors’ Index was 340,657,
an increase of 1.4 per cent over 2014-15. Searches of company
particulars also slightly increased by 1.7 per cent to 238,238.

The Registry’s Cuber Search Centre (“CSC") continues to be the
most popular channel for conducting company searches and over
99 per cent of company searches were made through the CSC.
With the paument of a small fee, customers can view or download
particulars of companies and digitised image records of documents
registered with the Registry. Credit card payment or PPS by
Internet are in place to facilitate electronic payment of search fees.
Certified true copies of document image records or reports can be
ordered and delivered to customers by post or courier or collected
in person at the Registry’s Public Search Centre.
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Customers can conduct searches as registered online users
by payment of an annual fee or as unregistered online users.
Registered online users can enjoy lower rates for searching
company information. They can also enjoy the convenience of
having the search fees deducted from their prepaid accounts and
receiving periodical reports on their search activities.

In addition to the CSC, the Company Search Mobile Service (“CSMS”)
is provided as an additional and convenient means for the public
to search company information on their smartphones and mobile
devices.
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Registration of Charges

In 2015-16, 19,933 company charges were received for registration.
This reflected a moderate decrease of 5.2 per cent from the
previous year, similar to the drop in the number of companies
incorporated. An average of 81 charges was registered every
working day and about two-thirds of them related to landed
property.

Financial Performance

Financial Objectives

Since its establishment as a trading fund on 1 August 1993 by
a resolution of the Legislative Council ("LegCo”), the Companies
Registry has been operating under commercial principles on a self-
financing basis. The Trading Funds Ordinance (Cap. 430) stipulates
that a trading fund should meet expenses incurred in the provision
of services out of its income and achieve a reasonable return on
the average net fixed assets employed, being 6.7 per cent for
2015-16 as set by the Financial Secretaruy.
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Audited Annual Accounts

The annual accounts of a trading fund must be prepared in
accordance with generally accepted accounting principles, audited
and tabled before LegCo in accordance with the Trading Funds
Ordinance. The audited Annual Accounts for 2015-16 together with
the Report of the Director of Audit are at Appendix B.

FEBHFERETIAT ¢ Key financial information is shown as below:-
g 7\
HIFHEE Financial Summary
I EEETE HKS million IIVSERN 2015416 |
| Turnover 548.2 558.9
C o EERA Operating costs 300.0 315.6
/ BRI R F Profit after tax 221.4 226.9
B F//BTFEUFRIRRE  Dividends paid/payable to the Government 221.4 226.9
BEEEEFIFERHRE Rate of return on average net fixed assets 54.4% 55.1%
- J
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Financial Review

The financial performance was steady in 2015-16. Turnover was
slightly up by 2.0 per cent to $558.9 million, as compared with
2014-15, whereas expenditure rose mildly by 5.2 per cent to $315.6
million, mainly due to increase in staff costs, operating expenses and
depreciation charges. The profit after tax for the year increased by
2.5 per cent to $226.9 million.

The Registry mainly generates its income from incorporation
of new companies, registration of annual returns and search
for company information. These activities together account for
about 90 per cent of the Registry's total revenue. The amount of
incorporation fees collected in 2015-16 recorded a drop of 5.6 per
cent from the previous year, which was more than compensated by
the increases in revenue from annual registration fees and search
fees of 9.8 per cent and 4.8 per cent respectively. In overall terms,
the total turnover grew by a small margin of 2.0 per cent in 2015-
16.

The Registry has been able to meet its financial objectives over
past years and maintain sufficient reserve to support its ongoing
development needs. The financial position of the Registry remains
strong with its liabilities mainly consisted of the monetised value
of the untaken leave of staff, prepayments from registered users
of Cyber Search Centre and e-Registry, taxation and accrued
expenses. Taking into account this healthy financial position,
the Registry is able to plan further ahead and pursue various
service enhancement initiatives to cope with the dynamic business
environment and rapid technological advancement.

Future Outlook

It is forecast that uncertainties in the local and external
economic environments will linger on in the coming years.
Growth momentum is expected to remain slow and uneven with
considerable downside risks. Against the above backdrop, we
expect only a mild increase in the annual turnover for 2016-17
arising from increases in the number of companies incorporated,

annual returns filed and company searches conducted. At the same
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time, operating costs are expected to increase due to inflation to
offset the increase in income, leading to a steady outturn for 2016-
17.

As the Registry's business is largely reliant on company activities
which are vulnerable to global and local economic fluctuations,
we need to stay prudent in financial planning and will apply
strict control over the use of resources. In the medium term, the
Registry will stay resilient and constantly strive to preserve a
robust financial position for supporting its long term sustainable
development whilst maintaining the high quality of service. We
are planning to have a complete revamp of the Registry’s existing
information technology system (the Integrated Companies
Registry Information System) and establish a new generation IT
infrastructure in the next five years which would involve huge
capital commitments. It is important to maintain our financial
stability to cope with these initiatives.
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