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Audit Commission
The Government of the Hong Kong
Special Administrative Region

Independent Auditor'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 40
to 74, which comprise the statement of financial position as at
31 March 2019, 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 2019, 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 Rudit 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 fulfilled
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
2018-19 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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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 | conclude that
a material uncertainty exists, | am required to droaw 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 a manner that achieves fair presentation.

BifEER
(BRBEEEEERRIGHLIT)

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

BETE Audit Commission

EREF 26"™ Floor, Immigration Tower
HLTITE 7 5% 7 Gloucester Road
ABEHFKIE 26 12 Wanchai, Hong Kong

2019 %9 A1 H 11 September 2019




Annual Report 2018-19 F £k o

figk A — FHHEERBERAFIRER
Appendix A — Report of the Director of Audit and Annual Accounts

~

B FmkE =

Annual Accounts

ARl REERE
#Z 2019 &£ 3 A 31 HIERYEAFIRE &

Annual Accounts of the Companies Registry Trading Fund
For the Year Ended 31 March 2019

1RIE (EEERIEG) 8 7(4) EERBRIER
Prepared and submitted pursuant to section 7(4) of the Trading Funds Ordinance
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Companies Regqistry Trading Fund
Statement of Comprehensive Income

HZE2019F 3831 HIEFE
for the year ended 31 March 2019

(LU T TLAFIR )

(Expressed in thousands of Hong Kong dollars)

REEFSHZIBA Revenue from contracts with customers (4) 651,091 647,733
EIERA Operating costs (5) (389,834) (346,813)
EERF Profit from operations 261,257 300,920
HgA Other income (6) 37,818 38,965
FERT Profit For the year 299,075 339,885
HihZmEugss Other comprehensive income = -
FEESEIGE Total comprehensive income for the year 299,075 339,885
ElE & ERHR=E Rate of return on fixed assets @) 75.8% 93.6%

2 46 HE 74 BRIMIEI AR BRI —ES
The notes on pages 46 to 74 form part of these financial statements.




Annual Report 2018-19 & -~

ik A — B EERBSRAFIRER

Appendix A — Report of the Director of Audit and Annual Accounts

)

AREEMEEE

BRI

Companies Regqistry Trading Fund
Statement of Financial Position

$2019% 3 831H
as at 31 March 2019

(U5 )

(Expressed in thousands of Hong Kong dollars)

FRBEE
ME ~ Rt
B EE
INEEETFN

MENEE

FARIR  RERK
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RITIE

RE R IRTTHEER

inERIR
EHEUTA
BRRE

FETIRTR R EL fth AT
IR
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HEEREREAE

Non-current assets
Property, plant and equipment
Intangible assets

Placement with the Exchange Fund

Current assets

Prepayments, deposits and other receivables

Amounts due from related parties
Bank deposits

Cash and bank balances

Current liabilities
Deferred revenue
Customers' deposits

Trade and other payables

Amounts due to related parties

Provision for employee benefits

Net current assets

Total assets less current liabilities

(12(b))

(13)

301,923 305,999
46,532 34,631
476,060 455,124
824,515 795,754
13,680 14,109
1,420 1,073
944,900 711,900
91,822 23,104
1,051,822 750,186
(17,041) (5,136)
(16,689) (13,147)
(50,955) (26,100)
(129,817) (150,883)
(1,093) (1,116)
(215,595) (196,382)
836,227 553,804
1,660,742 1,349,558

Ny
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ARG EEEERIAFEARIR (@)
Companies Regqistry Trading Fund
Statement of Financial Position (continved)

$2019% 3 831H
as at 31 March 2019

I

I

1

I

1

1

I
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I

1

1

I

1

I

I

i

Bl (LUEST TG )

! (Expressed in thousands of Hong Kong dollars)

I

I

i JEimENaE Non-current liabilities

1

: SEFELA Deferred revenue (12(b) (14,808) (5.216)
1

E BEiEFI i Provision for employee benefits (13) (66,400) (63.883)
I

E (81,208) (69,099)
I

. EERE NET ASSETS 1,579,534 1,280,459
1

I

1 -

] BXR#E CAPITAL AND RESERVES

1

: BEESEXR Trading fund capital (14) 138,460 138,460
1

: BEES Development fund (15) 550,000 -
1

1

: REEF| Retained earnings (16) 891,074 1,141,999
I

1

: 1,579,534 1,280,459
I

I

I

| % 46 HZE 74 BRI AARTERR—565

: The notes on pages 46 to 74 form part of these financial statements.

I

I

1

I

1

1

I

]

1

I

1

1

I

1

I

: E

I

I

B oy

I

E

. EEBAT#T Ms Ada LL Chung, JP

1

i ARG EEEE S ARSE General Manager, Companies Registry Trading Fund

, 201998 1H 11 September 2019

i

1

1

I

1
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Companies Regqistry Trading Fund
Statement of Changes in Equity
HE2019F3 A3 HIEEE
for the year ended 31 March 2019
( LUBHE T TTAIFIR )
(Expressed in thousands of Hong Kong dollars)
EFUIAAEER Balance at beginning of year 1,280,459 940,574
FEMREEINE Total comprehensive income for the year 299,075 339,885
EFRILER Balance at end of year 1,579,534 1,280,459
2 46 BE 74 BRIMIEI AR IFHRRN—ES
The notes on pages 46 to 74 form part of these financial statements.
vy
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Companies Regqistry Trading Fund
Statement of Cash Flows

HZE2019F 3831 HIEFE
for the year ended 31 March 2019

I

I

1

I

1

1

I

]

1

I

1

1

I

1

I

I

i

I ( LUBHET LA )

| (Expressed in thousands of Hong Kong dollars)

I

I

i EEEHNRENE Cash flows from operating activities

1

: EIERF Profit from operations 261,257 300,920
1

: e R i#es Depreciation and amortisation 24,685 24,229
1

I

: FETFIE ~ RS REMRE Decrease / (Increase) in prepauments, 92 (229)
! W ERIERYE A / (18) deposits and other receivables

I

: FEUSRRE A LIRFRAIIE AN Increase in amounts due from related parties (347) (49)
I

E EIEU A RYIE TN Increase in deferred revenue 21,497 525
I

: %= PR S RN Increase in customers' deposits 3,542 1,567
1

: FETIRFR H At (T 7008 Increase / (Decrease) in trade and other 21,450 (5.556)
: RO/ GRS ) payables

1

: (T RRE A TIRFRAY (Decrease) / Increase in amounts due to (21,066) 75,019
: CGRA ) /18 related parties

I

E EEEF a0 Increase in provision for employee benefits 2,494 1,390
I

: EFEEFIER Notional profits tax paid - (11,797)
I

I

E RESEZHNIREREE Net cash from operating activities 313,604 386,019
I

1

| REGSMNRERE Cash Flows From investing activities

]

: FERRA 3 @A LLEAY Increase in bank deposits with original (233,000) (523,900)
: RITTEFRAYIE 0 maturities over three months

I

: HMERESTZFRAY (1) / (Increase) / Decrease in placement with the (20,936) 106,289
: pE Exchange Fund

I

E EUFIE Interest received 38,155 17,590
I

I BEME SBR[/ IMA Purchase of property, plant and equipment (29,105) (18,693)
: mEEE and intangible assets

I

1

: RIS EEEIRIRS B Net cash used in investing activities (244,886) (418,714)
]

1

I

1

1

1

1

1

I

1
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NFRGMREREEEREESRER (@)
Companies Regqistry Trading Fund
Statement of Cash Flows (continued)
HZE 209 F 38 31 HIEEE
for the year ended 31 March 2019
(LUB# AT )
(Expressed in thousands of Hong Kong dollars)
RERFRRE=AEM/ Net increase / (decrease) in cash and cash 68,718 (32,695)
(iR ) B8 equivalents
EFEVNIRERERRS Cash and cash equivalents at beginning 23,104 55,799
of year
EEENIRERERRS Cash and cash equivalents at end of year (17) 91,822 23,104
25 46 BE 74 BRI AR IERRM—IE5 o
The notes on pages 46 to 74 form part of these financial statements.
vy
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BTSRRI EE
Notes to the Financial Statements

(Fr5=EIRI - ATERERILUBM T TIIR)
(Amounts expressed in thousands of Hong Kong dollars, unless otherwise stated)

1.
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Ruargat Hn) S et R A (40
B) ESHIEE3 ©

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 Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standards (“HKASs")
and Interpretations issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA"). 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 first 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) MREBAIFEIRF|AVERR (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.

Certain comparative figures for the year ended
31 March 2018 have been reclassified to conform to
the current year's presentation of the Fund's financial
statements.
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(c) Financial assets and financial liabilities

()

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 and provision for employee benefits.

The Fund recognises financial assets and financial
liabilities 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 from
1 April 2018

After the adoption of HKFRS 9 “Financial Instruments”
(note 3(a)), 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)(v).
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(i)

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.

Classification and subsequent measurement prior to
1 April 2018

Under HKAS 39 “Financial Instruments: Recognition and
Measurement”, the Fund's financial assets, which were
non-derivative financial assets with fixed or determinable
payments that were not quoted in an active market
and which the Fund had no intention of trading, were
classified as loans and receivables and were carried at
amortised cost using the effective interest method less
impairment losses, if any (note 2(c)(vi)).
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The classification of the Fund's financial liabilities and
their subsequent measurement prior to 1 April 2018 were
the same as those from 1 April 2018 (note 2(c)(ii)).

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.

Impairment of financial assets from 1 April 2018

After the adoption of HKFRS 9 (note 3(a)), 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 financial 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.
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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 instrument 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.

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.
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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.

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.
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(vi) 2018 F4 B 1 HelMEEE (vi) Impairment of financial assets prior to 1 April 2018
B
SRMEENRAESESHER The carrying amount of financial assets was reviewed
SHMELHFTG LEEEERE at each reporting date to determine whether there was
RENREEE - EFERE objective evidence of impairment. If any impairment
R REBEELUZEEN evidence existed, an impairment loss was recognised
IR B IR E R AR TR F R in the statement of comprehensive income as the
BT ARXGTEETEEARKIR difference between the asset’s carrying amount and the
EREMNREZHENELE & present value of estimated future cash flows discounted
EHNERAES - WEAR at the asset’s original effective interest rate. If in a
HREIERRME > W THITHEE subsequent period, the amount of such impairment loss
HEBEZEIRNSEEEE decreased and the decrease could be linked objectively
Az EBEEEEENERE to an event occurring after the impairment loss had been
A [E £ o recognised, the impairment loss was reversed through

the statement of comprehensive income.
(d) #% - BRfEREEM (d) Property, plant and equipment

£1993 F 8 A 1 HEEHEESERM Property, plant and equipment appropriated to the Fund

ZIEME - HEREM UK on 1 August 1993 were measured initially at deemed cost

KAEZLUBINEBR I EE£HRE equal to the value contained in the Legislative Council

FATFIAYE{EANR - 2508 1993 & Resolution for the setting up of the Fund. Property, plant

8B 1 HEENSIEME « HiERE and equipment acquired since 1 August 1993 are capitalised

M AIRLUEBERNEREERY at their costs of acquisition.

A o

LITRIEME - BB RBMLEA The following property, plant and equipment are stated at

HING BETINE REMRBIERIET cost less accumulated depreciation and any impairment

& (BiEE 2(F)) : losses (note 2(f)):
£1993 £ 8 B 1 HE#MESE - buildings held for own use appropriated to the Fund on
RmE s & 1 August 1993; and
Sl Rt BIREREEEM - plant and equipment, including computer equipment,
FEREE - REREMI[ - 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 at the date of disposal.

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(f)).

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.
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(F)

Impairment of fixed assets

The carrying amounts of fixed assets, including property,
plant and equipment 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 to sell 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
The Fund
derecognises the deferred revenue and recognises revenue

its contract liability as deferred revenue.

when the Fund transfers the service and, therefore, satisfies
its performance obligation.

Notional profits tax

The Fund has no tax liability under the Inland Revenue
Ordinance (Cap. 112). However, prior to 27 December 2017,
the Government of the Hong Kong Special Administrative
Region (“the Government”) had required the Fund to pay to
the Government an amount in lieu of profits tax (i.e. notional
profits tax) calculated on the basis of the provisions of the
Inland Revenue Ordinance. The accounting policies adopted
by the Fund for notional profits tax were as follows:

(i) Notional profits tax expense for the year comprised
current tax and movements in deferred tax assets and
liabilities.

(ii) Current tax was the expected tax payable on the
taxable income for the year, using tax rates enacted or
substantively enacted at the reporting date, and any
adjustment to tax payable in respect of previous years.
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(iii) Deferred tax assets and liabilities arose from deductible
and taxable temporary differences respectively, being
the differences between the carrying amounts of assets
and liabilities for financial reporting purposes and their
tax bases. Deferred tax assets also arose from unused
tax losses and unused tax credits.

RIl deferred tax liabilities, and all deferred tax assets
to the extent that it was probable that future taxable
profits would be available against which the assets
could be utilised, were recognised.

The amount of deferred tax recognised was measured
based on the expected manner of realisation or
settlement of the carrying amount of the assets and
liabilities, using tax rates enacted or substantively
enacted at the reporting date. Deferred tax assets and
liabilities were not discounted.

The carrying amount of a deferred tax asset was
reviewed at each reporting date and was reduced to
the extent that it was no longer probable that sufficient
taxable profit would be available to allow the related tax
benefit to be utilised. Any such reduction was reversed
to the extent that it became probable that sufficient
taxable profit would be available.

However, the Fund is no longer required to pay notional
profits tax with effect from 27 December 2017. The balance
of notional profits tax payable and the balance of deferred
tax liabilities as at 27 December 2017 were derecognised,
with corresponding income recognised in the statement of
comprehensive income for the year ended 31 March 2018
(note 6).
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(i)

Revenue recognition

From 1 April 2018, after the adoption of HKFRS 15 “Revenue
from Contracts with Customers” (note 3(b)), 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. Prior to 1 April 2018, revenue was recognised as
services were provided.

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, 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.

3. 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 9 and HKFRS 15 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 22).

(@) HKFRS 9 “Financial Instruments”

HKFRS 9 replaces HKAS 39. It sets out the requirements
for recognising and measuring financial assets, financial
liabilities and some contracts to buy or sell non-financial
items.

The Fund has applied HKFRS 9 retrospectively to items that
existed as at 1 April 2018 in accordance with the transition
requirements without restating comparative information.
The carrying amounts of the items as at 1 April 2018 have
not been impacted by the initial application of HKFRS 9. The
nature and effect of the changes to previous accounting
policies are set out below.
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Classification of financial assets

HKFRS 9 classifies financial assets into three principal
categories: measured at (i) amortised cost; (ii) at fair value
through other comprehensive income; and (iii) at Fair
value through profit or loss. These supersede HKRS 39's
categories of held-to-maturity investments, loans and
receivables, available-for-sale financial assets and financial
assets at fair value through profit or loss. The classification
of financial assets under HKFRS 9 is based on the business
model under which the financial asset is managed and its
contractual cash flow characteristics.

The Fund's financial assets previously classified as loans
and receivables (carried at amortised cost) were reclassified
to financial assets measured at amortised cost (note 2(c)(ii)).
The carrying amounts as at 31 March 2018 were the same
as those as at 1 April 2018.

Impairment of financial assets

HKFRS 9 replaces the “incurred loss” model in HKAS 39
with the “expected credit loss” model. The expected credit
loss model requires an ongoing measurement of credit risk
associated with a financial asset and therefore recognises
expected credit losses earlier than under the “incurred loss”
accounting model in HKAS 39. The Fund applies the new
expected credit loss model to the financial assets measured
at amortised cost (note 2(c)(v)). The initial application of the
new impairment requirements had no impact on the carrying
amounts of the financial assets as at 1 April 2018.
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(b) FEEEHMELEREISHE "RKBAE (b) HKFRS 15 “Revenue from Contracts with Customers”
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HKFRS 15 establishes a comprehensive framework for
recognising revenue and some costs from contracts with
customers, replacing HKAS 18 “Revenue” and HKAS 11
“Construction contracts”. HKFRS 15 also introduces
additional disclosure requirements which aim to enable
users of the financial statements to understand the nature,
amount, timing and uncertainty of revenue and cash flows
arising from contracts with customers.

In accordance with the transition requirements, the Fund has
elected to apply HKFRS 15 retrospectively only to contracts
that were not completed before 1 April 2018 without
restating comparative information. The initial application
of HKFRS 15 has not impacted the carrying amounts of any
items as at 1 April 2018.

The accounting policies for revenue adopted under
HKFRS 15 (note 2(i)) have not affected the amounts of any
items in the year ended 31 March 2019 compared to the
previous accounting policies.
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REERSHZIA

4. Revenue from contracts with customers

r{ ) 2018

AR EEME Incorporation fees 228,155 262,917
BERRERELE Annual registration fees 227,586 216,750
HEXHESLE Charges registration fees 11,696 11,882
EMEREINE Search and copying fees 103,197 93,309
B RARBREER Fees for administration and collection services 17,636 11,009
SRS AR RRISIRMEE Fees under trust or company service providers 8,839 -
BHEHEER licensing regime
HithEHR Other fees 53,982 51,866
e Total 651,091 647,733
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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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E2Mm2018E3 A1 HEEEHITE With effect from 1 March 2018, the Fund also administers the
AT RIFIEMEREHIE - B2 licensing regime for trust or company service providers. The
RIEEZEIEHIGBEHEGE  DUKES Fund's services mainly include granting or renewing a licence,
RNEERFBABREIENEZERREREE and monitoring and ensuring the licensee’s compliance with
BENBFHLFANRET - BBREWEEE the statutory customer due diligence and record-keeping
BI3F HREAEEMETLSEANR requirements. A licence is usually valid for three years and
HBERH BEEETIRERBNRBRET a licensee is required to pay a fixed amount of service fee in
FEHIET  WPERFREI B EIR BERIATER advance. The Fund satisfies its performance obligation as
& o the service is rendered and recognises the fee over time on a

straight-line basis.

5. EERNAF 5. Operating costs
2019 2018
BTEH Staff costs 270,460 233,108
—MEEERSZ General operating expenses 91,495 86,190
e R i#es Depreciation and amortisation 24,685 24,229
FROITEE R Central administration overheads 2,723 2,666
BitEH Audit fees 4n 620
YRR Total 389,834 346,813
6. HliiA 6. Otherincome
2019 2018
RITEFEFRFE Interest from bank deposits 18,641 5,949
IIMEREESFRFE Interest from placement with the Exchange Fund 19,177 15,057
SEEEMERE R B EFBIR K Derecognition of notional profits tax payable and - 17,959
BIERIERE deferred tax liabilities
YRR Total 37,818 38,965
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742017 F£12 B 27 Hel » B EKRA
EEESABRITRENERE
g B 72017 F£12 B 27 B #&E &
R —RRANENEHEERPLAEE
EBEEMAEBREMLHR - RIBZ
IR #G (EER IR0 BRI
EREEESNTAETEEREMREMK
BRTRETFIRR AR EAVEERR

BRRHARBERTMBLE- B
2017 12 A 27 Bt - AL ERSE
ABRABNAXTRENGERERE - 18
2017 %12 H27H" B # 10695 &
ATHNENRENESREFZRAH
7264 BERREERIEEES WK
tHIEES - AR ARITEEE 2018 &F
3 A 31 HEFEAZEWRERPE -

EEE&ED#HRE

BEEENRREUBEZEME (TE
FEHBWARFBEXH) BRUEEEZE
Ti53ERE WL AR HERE -
BEEEEQEME  RBRIMMER
BE - TREE T LLERRM AR R
FEENEEEEBERBESE 57%
(2018 F : 5.7%)

Prior to 27 December 2017, the Government had required all
trading funds to pay notional profits tax and dividends to the
Government. On 27 December 2017, the Court of Final Appeal
handed down its judgement in a judicial review case concerning
the Office of the Communications Authority Trading Fund.
According to the judgement, it was an error of law to construe
the Trading Funds Ordinance as permitting the inclusion in
budgets of the trading fund of projections for notional tax or
dividends.

Subsequent to the judgement, the Government made a change
in financial arrangement whereby all trading funds are no
longer required to pay notional profits tax and dividends to the
Government with effect from 27 December 2017. The balances
of notional profits tax payable of HK$10.695 million and deferred
tax liabilities of HK$7.264 million as at 27 December 2017
were derecognised, with corresponding income recognised in
the statement of comprehensive income for the year ended
31 March 2018.

Rate of return on fixed assets

The rate of return on fixed assets is calculated as total
comprehensive income (excluding interest income and interest
expenses) divided by average net fixed assets, and expressed
as a percentage. Fixed assets include property, plant and
equipment, and intangible assets. The Fund is expected to
meet a target rate of return on fixed assets of 5.7% (2018: 5.7%)
per year as determined by the Financial Secretary.

Ca A
Salps
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TR RZE KB
Y ES YSE5y ] RE e
Land and Computer  Furniture, Motor Total
buildings equipment Ffittings and  vehicles
equipment
5% Cost
E2017F4H1H At 1 April 2017 398,511 40,483 23,736 244 462,974
0 Additions - 3,975 6,872 - 10,847
£2018F 3 A31H At 31March 2018 398,511 44,458 30,608 244 473,821
)i Additions - 3,318 1,926 - 5,244
£2019F 3 H31H At31March 2019 398,511 47,776 32,534 244 479,065
REHRE Accumulated depreciation
E2017%F4H81H At 1 April 2017 103,700 34,350 22,580 224 160,854
FREH Charge for the year 4,445 1,991 512 20 6,968
£2018F 3 H31H At 31March 2018 108,145 36,341 23,092 244 167,822
FREH Charge for the year 4,444 2,895 1,981 - 9,320
£2019F 3 H31H At31March 2019 112,589 39,236 25,073 244 177,142
PRIERE Net book value
£2019F 3 H31H At31March 2019 285,922 8,540 7,461 - 301,923
£2018 % 3 A31H At 31March 2018 290,366 8117 7,516 - 305,999
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9. BI-EE 9. Intangible assets
BERSENERE R R R B S A A
Computer software licences and system development costs
o723 Cost
EEY At beginning of year 295,021 281,465
N Additions 27,266 13,556
TEEAR At end of year 322,287 295,021
BEHEE Accumulated amortisation
EE At beginning of year 260,390 243,129
FHREHR Charge for the year 15,365 17,261
TEEHE At end of year 275,755 260,390
IRERE Net book value
TEF#E At end of year 46,532 34,631
10.9 M EEEFRK 10.Placement with the Exchange Fund
NEELIFFHEE A 47606 B8 T The balance of the placement with the Exchange Fund
(2018 F : 455124 @&t ) > H & amounted to HK$476.06 million (2018: HK$455.124 million),
4VEHET (2018 F 41188 TT) BEXD being the principal sum of HK$410 million (2018: HK$410 million)
6,606 E#&JT (2018 : 45124 B#EiT) and interest paid but not yet withdrawn at the reporting date
AR EHSARERKRERNFE - 17 of HK$66.06 million (2018: HK$45.124 million). The term of the
BN E (HBEFBEERT)  BIARTHE placement is six years from the date of placement, during which
REVAE o the amount of principal sum cannot be withdrawn.
NEEEFFANEZREE1 BEENE Interest on the placement is payable at a fixed rate determined
TERGHE - ZERZIERELSKREM every January. The rate is the average annual investment
ERECENFEYEEREMRIE 5 return of the Exchange Fund's Investment Portfolio for the past
3HFHHRESE L —EAFEMNTEE six years or the average annual yield of three-year Government
ElE > MENEESE ' TRAE0W% - Bonds for the previous year subject to a minimum of zero
2019 FREIEEXREEBE 2.9% 2018 &F percent, whichever is the higher. The interest rate has been
BEE46%- fixed at 2.9% per annum for the year 2019 and at 4.6% per
annum for the year 2018.
vy
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M. FfTRIA ~ IRER Hith
FBULFKIR

11. Prepayments, deposits and other
receivables

2019 2018

SEINESEE] Prepayments 6,500 6,592
7we Deposits 4 4
FESTHERITIERFIE Accrued interest from bank deposits 3,772 2,351
FESTHNERSTFFFIE  Accrued interest from placement with the Exchange Fund 3,404 5,162
wEE Total 13,680 14,109

12. BERMS SRR

(a)

(b)

FEMFRIRME KB E
MIBHTRAEALHORYE  E&8
T HNEBRIRAFERR 92 BETT
(2018 % 1 95 AT ) RZHEERC
BREEMBRRROEBIREEANLT
R MEELERZEEGNEE -
EREHRTLBRORE > ARER
ETRHRBER RALEEARE
EAENFIRSEHIEE

GRIRIE
EEEWNEFEMNERRAR
FRERBOET  SRHHERR
RALLEIEABIFZX TN - 247
-

12.Contract balances with customers

(@

Receivables and contract assets

For services provided to related parties, the balance of
receivables at the reporting date of HK$0.92 million
(2018: HK$0.95 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.
services provided to the general public, since customers pay

For

the service fees in advance, the Fund does not have any
receivables or contract assets.

Contract liabilities

The Fund's obligations to provide services to customers
for which the Fund has received advance payments from
the customers are presented as deferred revenue in the
statement of financial position, as analysed below:

2019 2018

TEIEUTA Deferred revenue

EREH AR RISRME Fees under trust or company service providers 25,511 7,913
BHEHEER licensing regime

HtpRF%ER Other service fees 6,338 2,439

M Total 31,849 10,352




Annual Report 2018-19 & -~ -

e
figk A — B EERBEREFIRER
Appendix A — Report of the Director of Audit and Annual Accounts
"
________________________________________________________________________ .
= Representing:
mengafE Current liabilities 17,041 5136
FEREBRE Non-current liabilities 14,808 5,216
wzE Total 31,849 10,352
FatiRIE W AR ER I TE R E B D The balances of deferred revenue above represent the
BEXERT (NLPREREIT) aggregate amount of the transaction price allocated to the
MENETINZZERREE - B2 performance obligations that are unsatisfied (or partially
YEX - EEEA R RBIEHE RS unsatisfied) at the reporting date. For the deferred revenue
HIEREZEWAE IR 3 FRERE under the licensing regime for trust or company service
B A 0 T E B IE UG A B & A providers, the Fund expects to recognise as revenue within
1 FRERIEENA - REEAER about three years. For other deferred revenue, the Fund
EHIRNREBRIAALZSEE expects to recognise as revenue within one year. No
consideration from contracts with customers is not included
in the transaction price.
FREEW AR E XS ENR Significant changes in the balances of deferred revenue
HanF - during the year are shown below:
R EEEIIARIFEER  Decrease due to recognition as revenue during (5.136) (9.827)
RIS RS BUTA the year that was included in the balances of
iR deferred revenue at beginning of year
RERUENRIFEMERM Increase due to advance payments received 26,633 10,352
byl during the year
13.EEiEF)iE{E 13. Provision For employee benefits
b EFEETERE B TR MR RIS HE T This represents the estimated liability for employees’ annual
BEFRAGBETERE (RMEE2()) ° leave for services rendered up to the reporting date (also see
note 2(j)).
14. 5 EEEESF 14. Trading fund capital
LeABFHESAIRE - This represents the Government's investment in the Fund.
>,
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With effect from 27 December 2017, the Fund is no longer
required to pay dividends to the Government (note 6).
Accordingly, the balance of proposed dividend as at
27 December 2017 of HK$142.614 million was transferred back
to the retained earnings during the year ended 31 March 2018.

2)s
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O
E
. 15. BRES 15. Development fund
I
e
: T EAROREER Balance at beginning of year - -
E EABGRERF Transfer from retained earnings (note 16) 550,000 -
! (Fft3£16)
E EFERIER Balance at end of year 550,000 -
1
E HZE209F 383 HILEEE K4 During the year ended 31 March 2019, with the approval of
: HHARARMEHERERFEA 55 E the Financial Secretary, the Fund set aside an amount of
E BITLUEIEERES  A#T TIHME HKS550 million from retained earnings to establish a
: Rt AWERRHEER - development fund for financing the implementation of the
: Departmental Information Technology Planning projects.
I
5 "
- 16. (REERF 16. Retained earnings
I
:
E EEYRVFEER Balance at beginning of year 1,141,999 659,500
: FEBEZENE Total comprehensive income for the year 299,075 339,885
: HEEEFRREAS Transfer to development fund (note 15) (550,000) -
| (BitEE 15)
I
: A BHERE Transfer from proposed dividend = 142,614
1
E R Balance at end of year 891,074 1,141,999
I
I
I
]
]
:
I
1
I
1
:
1
i
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17. RERFRR=E 17. Cash and cash equivalents
IR & RIRTTHEER Cash and bank balances 91,822 23,104
|ITIFR Bank deposits 944,900 711,900
IET Subtotal 1,036,722 735,004
B FRAEERA 3 /8B  Less: Bank deposits with original maturities
B ERIERITIERR over three months (944,900) (711,900)
HERERARE Cash and cash equivalents 91,822 23,104
18. BB A THIZZS 18. Related party transactions
B8 T ASLEE ABF SRR A LI AT Apart from those separately disclosed in the financial
9 FRHEHEALTHNEMEER S statements, the other material related party transactions for the
ke - year are summarised as follows:
(o) BE2RHETFEEATHRIFEIEEM (@) Services provided to related parties included search and
FENRRTS - UL EEB 2 1R T8 K copuing services, collection of certain tax-loaded fees and
FEIY  MRERBTEIEREANG bona vacantia, and the administration of the Money Lenders
MR- KEELREOWEEEETSE Registry on behalf of the Government. The total revenue
26263 BEJT (2018 F 11,9430 & derived from these services amounted to HK$26.263 million
BIT) (2018: HK$19.430 million);
(b) FAEATIRETEESIRECIERE (b) Services received from related parties included services
EME  BREL « EDRI ~ 523~ EEE on acquisition of stores, mail, printing, training, information
B RKEEE - B BFHEE - F technology, building management, rental of accommodation,
REBRE - EFRMBENHE central administration and auditing. The total cost
3,155.5 &L (2018 F:2,9376 & incurred on these services amounted to HK$31.555 million
BIT) & (2018: HK$29.376 million); and
() HEHEATRENERRREHERR (c) Capital expenditure in relation to information technology and
BAEMNEARS » FEEEEI 123 8 renovation services provided by related parties amounted to
Bt (2018 F : 603.8 BAETT) © HK$1.23 million (2018: HK$6.038 million).
HEE AT ZANMIAERER®RTA Services provided by or to related parties were charged at the
RN BEKBEARAEMANER rates payable by the general public where such services were
MNEZERFBHMBHETEEEAL - INEE also available to members of the public, or on a full cost recovery
FRU B 258 A% A T3 T AU - basis where such services were only available to related parties.
vy
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- 19. BERRIE 19. Capital commitments

I

: THREH BEEXEEHEREAFPMEL At the reporting date, the Fund had capital commitments, so far
i AR EARREMNT - as not provided for in the financial statements, as follows:

I

1

;
I

i ERER R Authorised and contracted for 358,880 20,916

I

: SRR RN Authorised but not yet contracted for 230,125 -

I

1

I W Total 589,005 20,916

1

1

I

1

1

I

1

- 20.{2EFHRRIE 20.0perating lease commitments

I

i EWER @ REBET AT REHA Tt K2 EE At the reporting date, the total future minimum lease payments
: IS EE R RN REEMHEENIE under non-cancellable operating leases for land and buildings
i HEZELINT - were payable as follows :

I

i 2019 2018

1

i THB@E1HE Not later than one year 3,240 3,240

E @1 FBETHEE 5 & Later than one year but not Iater than five years 945 4,185

I

i Mz Total 4,185 7,425

1

I

I

I

I

I

1

I

I — - - -

- 21. EREMMEE 21. Financial risk management

1

: () BEHEX (a) Investment policy

1

: AREIEIOBRARE  BIREE To provide an ancillary source of income, surplus cash is
I

] BRI AL SRITRYTE BATF AR FMEE & placed as fixed-term bank deposits and as placement with
i SHTFE the Exchange Fund.

I

I

i (b) EAEMR (b) Credit risk

i EHERESMTEN—AEESE Credit risk is the risk that one party to a financial instrument
E ERXERTEEMLIBE—FZ will fail to discharge an obligation and cause the other party
l SEIFEIE LA A o to incur a financial loss.

1

1

1

1

1

I

1
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E2ERER » ETEEURMNIME The Fund's credit risk is primarily attributable to placement
AEeGFH HBEREMEWFTIE with the Exchange Fund, deposits and other receivables,
FEURRAE AN RN ~ SRITERRER amounts due from related parties, bank deposits and bank
1TitER - R2FTHEMBE  WiF balances. The Fund has a credit policy in place and the
BEERAAENERER - exposure to these credit risks is monitored on an ongoing
basis.
EEERNEKERE  FTETHF To minimise credit risks, all fixed deposits are placed with
FIFERNEAWIFREEEIT - B licensed banks in Hong Kong. These Ffinancial assets are
LRHEEWEEBRERERE - & considered to have a low credit risk. The loss allowances
EEERBEN 12 AR TEHIEBE are measured at amounts equal to 12-month expected credit
BHEHE BE2FEMEREDN losses, which are assessed to be immaterial by the Fund.
BHRILTEK
SRITEFEARBITHEGNERES The credit quality of bank deposits and bank balances,
Liizey HER BT R - 247 analysed by the ratings designated by Moody’s or their
(I equivalents, is shown below:
{5 FFTEMR : Credit rating:
Aal £ Aa3 Aal to Aa3 150,590 208,772
A1 Z A3 ATto A3 886,100 526,200
wEE Total 1,036,690 734,972
HAHEMEMEEANTGRER While other financial assets are subject to the impairment
E v BETEERE AR ER o requirements, their expected credit losses were minimal.
EHREEHESHNEMEEMERE The maximum exposure to credit risk of the financial assets
ME=E B EREEZEMEEREIR of the Fund at the reporting date is equal to their carrying
[ER =0 amounts.
(c) mENVE &R (c) Liquidity risk
mEHELEMEKEERETESR Liquidity risk is the risk that an entity will encounter
BERENEEERREAYE S - difficulty in meeting obligations associated with financial
liabilities.
>,
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EeRARBREREDMKEE
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RULESHEIHPERRES
FIEEHMBEESEKR - AREEH
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IR o

FIRER
15 B b §5 [ 7 95 K SR B B T 31 3
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TR FIFNFESE

RerBfREREEMITAENR
RFBEREGHTISH REBENM R
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EREBAREG  HAERENER
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EmEREeM T AN AFEER
RBEREGHEREEMIKRENAY
BB o

BT HBAZERBER  HAHEMR
eI EHLUBTTAARLN

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.

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.
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() Hftr2mERE
ERNBE-RAEEMINERS
FHEXR (MEE10) sEEmMEAR
HemmEks o5 2019F3831H
fB25% 2018 £ & 2019 FrI S M /
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BB MEMARTE - EEtFE
B RSN/ D 240 BE
gt (2018 F: 230 &) °

(q) AF(E
EERTSEENLMIANAT
fERIRIEHE BB W ERE -
MAEHEHHEME  ALIRES
At E 7% LR S B TR R
SR E AT «

eI AHNEREATEESF
EEET AR EERFI B FEARR

SA3THIESFER
WMAYIEET ~ #HAER
R gERE

EEAUBRRBL2E - FEGE
NEEMRMSIRIER] « AR RERE -
EZFER] R RREBEEHE 2019 F
3 A 31 HIEFERKRER > TRBES
SRR IRATERR - HREELTH
AR SR -

’E:lso
3 ©

EAIEMEERE 165 THE
HKFRS 16 “Leases”

(F)

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 10). It was
estimated that, as at 31 March 2019, a 50 basis point
(2018: 50 basis point) increase/decrease in the interest rates
for 2018 and 2019, with all other variables held constant,
would increase/decrease the profit for the year and reserves

by HKS$2.4 million (2018: HK$2.3 million).

Fair values

The Ffair value of financial instruments traded in active
markets is based on quoted market prices at the reporting
In the absence of such quoted market prices, fair
values are estimated using present value or other valuation

date.

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.

22.Possible impact of amendments, new

standards and interpretations issued
but not yet effective for the year
ended 31 March 2019

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 2019 and which have not been early adopted in these

financial statements. These include the following which may be

relevant to the Fund.

LT B2 BRI B R HIE R

Effective for accounting periods beginning on or after

209 &% 1HA1H
1 January 2019
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A% 17 AV AEETE -

ERUHREEANFE 6 REIEZER
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BEtiA- REIERHE RN E5IE
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EEHAT AR ERELEEAE
B 4185 BHEIT - TEEE KAIFREE -
EETREIRMZIN LR T SR HBII ]
REEARE -

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.

HKFRS 16 ‘“Leases”

HKFRS 16 replaces HKAS 17 “Leases” and sets out the principles
for the recognition, measurement, presentation and disclosure
of leases. 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. Under HKFRS 16, a lessee is required
to recognise a right-of-use asset representing its right to use
the underlying leased asset and a lease liability representing
its obligation to make lease payments. Accordingly, a lessee
should recognise depreciation of the right-of-use asset and
interest on the lease liability. The right-of-use asset and the
lease liability are initially measured on a present value basis.
The measurement includes non-cancellable lease payments
and payments to be made in optional periods if the lessee is
reasonably certain to exercise an option to extend the lease. In
respect of the lessor accounting, HKFRS 16 substantially carries
forward the lessor accounting requirements in HKAS 17.

HKFRS 16 will primarily affect the Fund's accounting as a lessee
of leases for premises which are currently classified as operating
leases. The application of the new accounting model is expected
to lead to an increase in both assets and liabilities and to impact
on the timing of the expense recognition in the statement
of comprehensive income over the period of the leases. As
disclosed in note 20, the Fund had non-cancellable operating
lease commitments of HK$4.185 million as at 31 March 2019. In
view of the amount involved, the Fund expects that the adoption
of this new standard is unlikely to have a significant effect on its
financial statements.
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joc] NG
#z3p 3 AkEg R/ (B EAL
% Increase/
Year to 31 March
(Decrease)
2019 2018
ENVNSIEE S Registration of New Companies
PN /N Local companies
- R’RAT] - public companies 41 35 17.1
- MARF - private companies 134,134 153,944 (12.9)
- BRAR - guarantee companies 922 969 (4.9)
SMIFEEAT] Registered non-Hong Kong companies 1,180 1,061 1.2
X HEEE Registration of Documents
FRUSZIAY S 15 Documents received 3,658,405 2,896,426 26.3
FrugEIrg$REE Charges received 21,855 21,444 19
BRERMNE Change of name notifications 17,698 18,903 (6.4)
BENEREME Voluntary liquidation notices 775 777 (0.3)
NEEM Company Searches
TR H Gk Document image records searches 5,062,460 4,551,538 1n.2
ERARENR Company particulars searches 335,424 291,939 14.9
EREEFESI Directors' index searches 400,327 385,354 39
Iz Prosecutions
BHEE Summonses issued 3,120 2,617 19.2
BUFRITED Striking OFf Actions
WA BFEAIAT] Companies struck off 84,695 60,146 40.8
L E RS Deregistrations
HEHEEMAYAT] Companies deregistered 71,758 58,134 23.4
SEFRHLE Licensing For Trust or
RFSIRME TR’ Company Service Providers'
FrU BB EREE New applications received 5,481 1777 n/A
HEHH ARG ER Licences granted 6,419 - n/A
1. EEBARARBRERUEEREHEZN _T—/\F=F—HEE  LESFERHTHE—FaiRBLELTHEA o
The licensing regime for trust or company service providers was implemented on 1 March 2018. Year-on-year changes in key workload statistics are not applicable.
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Appendix C — Performance Targets and Achievements
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2018-19 2019-20
T{ERIE BHiE
Achievements Targets

(BR) (EEXRR)

EZE EE SR/ (BR) EE
2018-19 BRFIEKFE  BRFEIKE Bz BRF5 7K =
AR BIKE' wEA wESk BSk RBKTE mESH
Service Service (Target) (Actual) ~ %Over/ _Service % Meeting
Standard' 9% Meeting % Meeting  (Under) ~ Standard ' Standard
Standard Standard Achieved

(LLITEHETE - BINABERRI)
(expressed in working days unless otherwise specified)

YNGR
Registration of new companies®
AHAT]
local companies
- DA RS 4 95 98 3 4 95
delivery in hard copy form
- HEBEFREAAIHE 1/)\6% hr 90 99 9 1/)\6% hr 90
delivery in electronic form
FFEHAT N 90 99 9 10 90
non-Hong Kong companies

MM EEEAT’ n/A n/A n/A n/A 3 90
open-ended fund companies®

ABEREE

Change of name of companies
A/AR
local companies

- BWENARR R A3 4 95 99 4 4 95
delivery in hard copy form

- WEFREAAIHE 1/)\6% hr 90 99 9 1/)\6% hr 90
delivery in electronic form

MM EERIAT’ n/A n/A n/A n/A 3 90
open-ended fund companies®

NABRNHER

Registration of general documents
DENAFZ 2 R4 * 5 90 81 (9) 5 90
delivery in hard copy form*
HE TR AR 12 /)\B% hrs 90 100 10 12 7)\B§ hrs 90

delivery of specified forms in electronic
form®

= 7 90 99 9 7 90
Registration of charges

AT ESHEE

Deregistration of companies

S HHEREHRE Mk 5 95 99 4 5 95
issue of approval letter
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~
2018-19 2019-20
T{ERIE BHiE
Achievements Targets
(BfR) (BERR) .
EE ZE BRI/ (ER) ER
201819 FRHKT  BRISKTE BiZ FRH57K T
BR#% BHKTE wWESE mESE Balk BEKE gEsn
Service Service — (Target) (Actual) % Over / Service % Meeting
Standard © 9% Meeting % Meeting ~ (Under)  Standard = Standard
Standard Standard Achieved
(LLITEHETE - BINABERRI)
(expressed in working days unless otherwise specified)
iR LR Em
Online search on the internet
- RENHRGICRETE 5 43§ mins 95 99 4 5 43$& mins 95
supply of image records of documents
for download
- REEMEROEKERA® 3 /\BE hrs 95 100 5 3 /J\B% hrs 95
supply of certified copies of
search results®
- RMEES 6 /)\B% hrs 95 100 5 6 /)\B% hrs 95
supply of certificates®
EAREMPLER
Onsite Search at the Public Search Centre
- REEMERMEIE 20 43$& mins 95 100 5 20 43$& mins 95
supply of hard copies of search results
- REEMEROSKERIA 3 /\BE hrs 95 100 5 3 /\BE hrs 95
supply of certified copies of search results
- RIEEE 6 /J\BF hrs 95 100 5 6 /J\BF hrs 95
supply of certificates
EFREENFRZ X 32132 4F 20 3§ mins 95 99 4 20 43$& mins 95
(EiEHHEERIZIFR )
Onsite delivery of documents
in hard copy form (queuing time only)
BHERNATRSRMEERR’ n/A n/A n/A n/A 2 BB 90
Granting of trust or company service 2.5 mths
provider licences’
1. DENARR AR SRS K ETEERZ A XEER o LEFRR IS A BRTS K T BI B 334 SLHAYRSRIEERT ©
The lfer_vic.e 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. BELZTHHARZMERREBERAREMBBEE—HEL -
Business Registration Certificates are issued by the Companies Registry for the Inland Revenue Department together with Certificates of Incorporation.
3. BRBKFETEEESRPEEHEREE R RIERFRIGRHEEEAREMERE ISR
The time required by the Securities and Futures Commission (“SFC") in processing and delivering the applications to the Registry is excluded.
4. ERARAMXESBARESEENXG BB KFETEERSRPESESHHEEZESMERRIERR -
For documents reporting appointment of directors of open-ended fund companies, the processing time required by the SFC is excluded.
5. BRFBKFEBFAMRLUEFERZ S REZAARZEMERGEENRRREBNIEHRE o
The service standard applies to specified forms which are submitted electronically and automatically processed by the Integrated Companies Registry Information System.
6. THEMNBGESRIEEIEMBAIRFR o
Time for delivery by post or by courier service is excluded.
7. BRIBKFLTBERAAELHEDR - RRTERENSAFE—SHRENRE -
The service standard does not apply to applications for trust or company service provider licences which require amendment, additional information or further investigation.
J




	結構書籤
	I certify that I have examined and audited the financial statements of the Companies Registry Trading Fund set out on pages 40 to 74, which comprise the statement of financial position as at  31 March 2019, 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 2019, 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).
	I 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.  I am independent of the Companies Registry Trading Fund in accordance with those standards, and I have fulfilled my other ethical responsibilities in accordance with those standards.  I believe that the audit evidence I
	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 2018-19 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 I 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 I have performed, I conclude that there is a material misstatement of this other information, I am required to report that fact.  I have nothing to report in this regard.
	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.
	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 mater
	As part of an audit in accordance with the Audit Commission auditing standards, I exercise professional judgment and maintain professional skepticism throughout the audit.  I 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;
	— 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, I am required to draw attention in my auditor’s report to the related disclosures in the financial
	— 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 a manner that achieves fair presentation.
	Ms Hildy ChanAssistant Director of Audit (Acting)for Director of Audit
	Audit Commission26th Floor, Immigration Tower7 Gloucester RoadWanchai, Hong Kong11 September 2019
	Annual Accounts of the Companies Registry Trading Fundfor the Year Ended 31 March 2019
	Prepared and submitted pursuant to section 7(4) of the Trading Funds Ordinance
	for the year ended 31 March 2019
	The notes on pages 46 to 74 form part of these financial statements.
	as at 31 March 2019
	as at 31 March 2019
	The notes on pages 46 to 74 form part of these financial statements.
	Ms Ada LL Chung, JPGeneral Manager, Companies Registry Trading Fund11 September 2019
	for the year ended 31 March 2019
	The notes on pages 46 to 74 form part of these financial statements.
	for the year ended 31 March 2019
	for the year ended 31 March 2019
	The notes on pages 46 to 74 form part of these financial statements.
	(Amounts expressed in thousands of Hong Kong dollars, unless otherwise stated)
	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.
	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 Hong Kong Financial Reporting Standards, Hong Kong Accounting Standards (“HKASs”) and Interpretations issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA”).  A summary of the significant accounting policies adopted by the Fund is set out be
	The HKICPA has issued certain new and revised HKFRSs that are first 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.
	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 tha
	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.
	Certain comparative figures for the year ended  31 March 2018 have been reclassified to conform to the current year’s presentation of the Fund’s financial statements.
	(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 and provision for employee benefits.
	The Fund recognises financial assets and financial liabilities 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.
	(ii) Classification and subsequent measurement from  1 April 2018
	After the adoption of HKFRS 9 “Financial Instruments” (note 3(a)), 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 for 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 describe
	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 
	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.
	(iii) Classification and subsequent measurement prior to 1 April 2018
	Under HKAS 39 “Financial Instruments: Recognition and Measurement”, the Fund’s financial assets, which were non-derivative financial assets with fixed or determinable payments that were not quoted in an active market and which the Fund had no intention of trading, were classified as loans and receivables and were carried at amortised cost using the effective interest method less impairment losses, if any (note 2(c)(vi)).
	The classification of the Fund’s financial liabilities and their subsequent measurement prior to 1 April 2018 were the same as those from 1 April 2018 (note 2(c)(ii)).
	(iv) 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.
	(v) Impairment of financial assets from 1 April 2018
	After the adoption of HKFRS 9 (note 3(a)), 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 financial 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 instrument 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.
	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 
	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.
	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 bet
	(vi) Impairment of financial assets prior to 1 April 2018
	The carrying amount of financial assets was reviewed at each reporting date to determine whether there was objective evidence of impairment.  If any impairment evidence existed, an impairment loss was recognised in the statement of comprehensive income as the difference between the asset’s carrying amount and the present value of estimated future cash flows discounted at the asset’s original effective interest rate.  If in a subsequent period, the amount of such impairment loss decreased and the decrease co
	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(f)):
	- 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.
	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:
	- Buildings30 years
	- Computer equipment5 years
	- Furniture, fittings and equipment5 years
	- Motor vehicles5 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 at the date of disposal.
	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(f)).
	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.
	The carrying amounts of fixed assets, including property, plant and equipment 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 to sell and value in use.
	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.
	The Fund has no tax liability under the Inland Revenue Ordinance (Cap. 112).  However, prior to 27 December 2017, the Government of the Hong Kong Special Administrative Region (“the Government”) had required the Fund to pay to the Government an amount in lieu of profits tax (i.e. notional profits tax) calculated on the basis of the provisions of the Inland Revenue Ordinance.  The accounting policies adopted by the Fund for notional profits tax were as follows:
	(i) Notional profits tax expense for the year comprised current tax and movements in deferred tax assets and liabilities.
	(ii) Current tax was the expected tax payable on the taxable income for the year, using tax rates enacted or substantively enacted at the reporting date, and any adjustment to tax payable in respect of previous years.
	(iii) Deferred tax assets and liabilities arose from deductible and taxable temporary differences respectively, being the differences between the carrying amounts of assets and liabilities for financial reporting purposes and their tax bases.  Deferred tax assets also arose from unused tax losses and unused tax credits.
	All deferred tax liabilities, and all deferred tax assets to the extent that it was probable that future taxable profits would be available against which the assets could be utilised, were recognised.
	The amount of deferred tax recognised was measured based on the expected manner of realisation or settlement of the carrying amount of the assets and liabilities, using tax rates enacted or substantively enacted at the reporting date.  Deferred tax assets and liabilities were not discounted.
	The carrying amount of a deferred tax asset was reviewed at each reporting date and was reduced to the extent that it was no longer probable that sufficient taxable profit would be available to allow the related tax benefit to be utilised.  Any such reduction was reversed to the extent that it became probable that sufficient taxable profit would be available.
	However, the Fund is no longer required to pay notional profits tax with effect from 27 December 2017.  The balance of notional profits tax payable and the balance of deferred tax liabilities as at 27 December 2017 were derecognised, with corresponding income recognised in the statement of comprehensive income for the year ended 31 March 2018 (note 6).
	From 1 April 2018, after the adoption of HKFRS 15 “Revenue from Contracts with Customers” (note 3(b)), 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.  Prior to 1 April 2018, revenue was recognised as services were provided.
	Interest income is recognised as it accrues using the effective interest method.
	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, 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.
	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.
	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.
	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 9 and HKFRS 15 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 22).
	HKFRS 9 replaces HKAS 39.  It sets out the requirements for recognising and measuring financial assets, financial liabilities and some contracts to buy or sell non-financial items.
	The Fund has applied HKFRS 9 retrospectively to items that existed as at 1 April 2018 in accordance with the transition requirements without restating comparative information.  The carrying amounts of the items as at 1 April 2018 have not been impacted by the initial application of HKFRS 9.  The nature and effect of the changes to previous accounting policies are set out below.
	Classification of financial assets
	HKFRS 9 classifies financial assets into three principal categories: measured at (i) amortised cost; (ii) at fair value through other comprehensive income; and (iii) at fair value through profit or loss.  These supersede HKAS 39’s categories of held-to-maturity investments, loans and receivables, available-for-sale financial assets and financial assets at fair value through profit or loss.  The classification of financial assets under HKFRS 9 is based on the business model under which the financial asset is
	The Fund’s financial assets previously classified as loans and receivables (carried at amortised cost) were reclassified to financial assets measured at amortised cost (note 2(c)(ii)).  The carrying amounts as at 31 March 2018 were the same as those as at 1 April 2018.
	Impairment of financial assets
	HKFRS 9 replaces the “incurred loss” model in HKAS 39 with the “expected credit loss” model.  The expected credit loss model requires an ongoing measurement of credit risk associated with a financial asset and therefore recognises expected credit losses earlier than under the “incurred loss” accounting model in HKAS 39.  The Fund applies the new expected credit loss model to the financial assets measured at amortised cost (note 2(c)(v)).  The initial application of the new impairment requirements had no imp
	HKFRS 15 establishes a comprehensive framework for recognising revenue and some costs from contracts with customers, replacing HKAS 18 “Revenue” and HKAS 11 “Construction contracts”.  HKFRS 15 also introduces additional disclosure requirements which aim to enable users of the financial statements to understand the nature, amount, timing and uncertainty of revenue and cash flows arising from contracts with customers.
	In accordance with the transition requirements, the Fund has elected to apply HKFRS 15 retrospectively only to contracts that were not completed before 1 April 2018 without restating comparative information.  The initial application of HKFRS 15 has not impacted the carrying amounts of any items as at 1 April 2018.
	The accounting policies for revenue adopted under  HKFRS 15 (note 2(i)) have not affected the amounts of any items in the year ended 31 March 2019 compared to the previous accounting policies.
	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 ma
	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.
	With effect from 1 March 2018, 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.  A 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
	Prior to 27 December 2017, the Government had required all trading funds to pay notional profits tax and dividends to the Government.  On 27 December 2017, the Court of Final Appeal handed down its judgement in a judicial review case concerning the Office of the Communications Authority Trading Fund.  According to the judgement, it was an error of law to construe the Trading Funds Ordinance as permitting the inclusion in budgets of the trading fund of projections for notional tax or dividends.
	Subsequent to the judgement, the Government made a change in financial arrangement whereby all trading funds are no longer required to pay notional profits tax and dividends to the Government with effect from 27 December 2017.  The balances of notional profits tax payable of HK$10.695 million and deferred tax liabilities of HK$7.264 million as at 27 December 2017 were derecognised, with corresponding income recognised in the statement of comprehensive income for the year ended  31 March 2018.
	The rate of return on fixed assets is calculated as total comprehensive income (excluding interest income and interest expenses) divided by average net fixed assets, and expressed as a percentage.  Fixed assets include property, plant and equipment, and intangible assets.  The Fund is expected to meet a target rate of return on fixed assets of 5.7% (2018: 5.7%) per year as determined by the Financial Secretary.
	Computer software licences and system development costs
	The balance of the placement with the Exchange Fund amounted to HK$476.06 million (2018: HK$455.124 million), being the principal sum of HK$410 million (2018: HK$410 million) and interest paid but not yet withdrawn at the reporting date of HK$66.06 million (2018: HK$45.124 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 2.9% per annum for the year 2019 and at 4.6% per annum for the year 2018.
	For services provided to related parties, the balance of receivables at the reporting date of HK$0.92 million  (2018: HK$0.95 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.
	The Fund’s obligations to provide services to customers for which the Fund has received advance payments from the customers are presented as deferred revenue in the statement of financial position, as analysed below:
	The balances of deferred revenue above represent the aggregate amount of the transaction price allocated to the performance obligations that are unsatisfied (or partially unsatisfied) at the reporting date.  For the deferred revenue under the licensing regime for trust or company service providers, the Fund expects to recognise as revenue within about three years.  For other deferred revenue, the Fund expects to recognise as revenue within one year.  No consideration from contracts with customers is not inc
	Significant changes in the balances of deferred revenue during the year are shown below:
	This represents the estimated liability for employees’ annual leave for services rendered up to the reporting date (also see note 2(j)).
	This represents the Government’s investment in the Fund.
	During the year ended 31 March 2019, with the approval of the Financial Secretary, the Fund set aside an amount of  HK$550 million from retained earnings to establish a development fund for financing the implementation of the Departmental Information Technology Planning projects.
	With effect from 27 December 2017, the Fund is no longer required to pay dividends to the Government (note 6).   Accordingly, the balance of proposed dividend as at  27 December 2017 of HK$142.614 million was transferred back to the retained earnings during the year ended 31 March 2018.
	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 Registry on behalf of the Government.  The total revenue derived from these services amounted to HK$26.263 million (2018: HK$19.430 million);
	(b) Services received from related parties included services on acquisition of stores, mail, printing, training, information technology, building management, rental of accommodation, central administration and auditing.  The total cost incurred on these services amounted to HK$31.555 million  (2018: HK$29.376 million); and
	(c) Capital expenditure in relation to information technology and renovation services provided by related parties amounted to HK$1.23 million (2018: HK$6.038 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.
	At the reporting date, the Fund had capital commitments, so far as not provided for in the financial statements, as follows:
	At the reporting date, the total future minimum lease payments under non-cancellable operating leases for land and buildings were payable as follows :
	To provide an ancillary source of income, surplus cash is placed as fixed-term bank deposits and as placement with the Exchange Fund.
	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:
	While other financial assets are subject to the impairment requirements, their expected credit losses were minimal.
	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 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 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.
	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 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.
	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 10).  It was estimated that, as at 31 March 2019, a 50 basis point  (2018: 50 basis point) increase/decrease in the interest rates for 2018 and 2019, with all other variables held constant, would increase/decrease the profit for the year and reserves by HK$2.4 million (2018: HK$2.3 million).
	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.
	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 2019 and which have not been early adopted in these financial statements.  These include the following which may be relevant to the Fund.
	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.
	HKFRS 16 replaces HKAS 17 “Leases” and sets out the principles for the recognition, measurement, presentation and disclosure of leases.  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.  Under HKFRS 16, a lessee is required to recognise a right-of-use asset representing its right to use the underlying leased asset and a lease liability representing its oblig
	HKFRS 16 will primarily affect the Fund’s accounting as a lessee of leases for premises which are currently classified as operating leases.  The application of the new accounting model is expected to lead to an increase in both assets and liabilities and to impact on the timing of the expense recognition in the statement of comprehensive income over the period of the leases.  As disclosed in note 20, the Fund had non-cancellable operating lease commitments of HK$4.185 million as at 31 March 2019.  In view o
	1. The licensing regime for trust or company service providers was implemented on 1 March 2018.  Year-on-year changes in key workload statistics are not applicable.
	1. 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. Business Registration Certificates are issued by the Companies Registry for the Inland Revenue Department together with Certificates of Incorporation.
	3. The time required by the Securities and Futures Commission (“SFC”) in processing and delivering the applications to the Registry is excluded.
	4. For documents reporting appointment of directors of open-ended fund companies, the processing time required by the SFC is excluded.
	5. The service standard applies to specified forms which are submitted electronically and automatically processed by the Integrated Companies Registry Information System.
	6. Time for delivery by post or by courier service is excluded.
	7. The service standard does not apply to applications for trust or company service provider licences which require amendment, additional information or further investigation.




