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/ \ ABOUT FINANCIAL DISPUTE

%%@ ,\\u £7] RESOLUTION CENTRE

SIS R

In December 2008, the Hong Kong Monetary Authority (HKMA)
and the Securities and Futures Commission (SFC) proposed
to the Government of the Hong Kong Special Administrative
Region (Government) to set up a dispute resolution mechanism

for the financial industry in Hong Kong.

A public consultation on the proposal was launched by
the Government in February 2010. The proposal received
general support. The Financial Dispute Resolution Centre
(FDRC) was set up on 18 November 2011 as a non-profit
making company limited by guarantee with seed funding
from the Government, the HKMA and the SFC and obtained
charitable status for tax exemption purpose. The purpose
of it is to assist financial institutions to resolve monetary
disputes with their customers through a dispute resolution
mechanism that is independent, impartial, accessible,

efficient and transparent.

The FDRC commenced its operation on 19 June 2012. It
independently and impartially administers the Financial
Dispute Resolution Scheme (FDRS), which provides an
effective and cost-efficient channel for financial institutions
and their customers to resolve their monetary disputes by
way of primarily “Mediation First, Arbitration Next”. Together
with other stakeholders, the FDRC is committed to providing
an amicable market environment to reinforce Hong Kong’s

role as an international financial centre.

R2008F 128  SEEHNERR (EEF) M
EERHESHKERZEST (BEE)adB
BATHERRE (W) EERTBEMER

U — @D ERER o

BRHIEESER2010F 2R ETARBHALE
SEEXRF SHUBRABPY (FRERPL)
R2011E11B18sBHBF -EEFHEEE

LERL  BFLMNERBRAT > UER

TRMD%%& SRBR - HBEPOEBESE
T /BT B -BARAHEAONBREA
FHML BOETURBREASFBREES
= o

FAEPLR2012FE6B198RARE - EBIL
FEMEESTRMMUMDBESTE (HETE) -
TBL "AEE RME, AN REMHEE
RESFRA-BEUARNEEENREMUR
R%WZEM§F$%°%%¢ME%%B%
HNREREME—BRNNMBEREE  UEE
SRFEREEZMPLOMA -




. MISSION
{ HlJ

To provide independent and impartial mediation and arbitration services, primarily
through a “Mediation First, Arbitration Next” approach, to facilitate the resolution of

monetary disputes between financial institutions and their customers in Hong Kong.
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To be the leading provider of financial dispute resolution services for disputes
between financial institutions and their customers so that such disputes can be
resolved by a constructive approach without further escalation, and to reinforce
Hong Kong’s role as an international financial centre by extending our service scope

and engaging stakeholders of the financial industry.
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Independence
To provide and operate an independent dispute
resolution scheme for financial institutions and

their customers.

Impartiality

To maintain and implement the dispute
resolution processes which treat both the
financial institutions and their customers in an

impartial way.

Accessibility

To set down dispute resolution processes
which are simple, straightforward and easy to
understand so that the services provided to our

users are accessible and user-friendly.

Efficiency

To ensure that financial disputes are settled in
a timely and efficient manner.

Transparency

To be as open and transparent as possible in
dealing with financial disputes, whilst also acting
in accordance with confidentiality and privacy

obligations under the laws of Hong Kong.
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RESOLUTION
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The FDRC administers the FDRS in an independent and
impartial manner. By way of primarily “Mediation First,
Arbitration Next”, the FDRS provides a one-stop service to
assist financial institutions and their customers to resolve

monetary disputes.

All financial institutions authorised by the HKMA and/or
licensed by the SFC, except those which provide credit rating
services solely, are members of the FDRS. The operation of
FDRS and the FDRS Guidelines on Intake Criteria of Cases
(Intake Criteria) are governed by the Terms of Reference
(ToR). In accordance with the Consultation Conclusions on
“Proposals to Enhance the Financial Dispute Resolution
Scheme” (Consultation Conclusions), the implementation
of the ToR (January 2018) was effective in phases from
1 January 2018 onwards. Those in relation to small
enterprises took effect from 1 July 2018.

Some key requirements of the Intake Criteria of the ToR

(January 2018) include:
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STANDARD ELIGIBLE DISPUTES ZXSERIEE

An Eligible Claimant is an individual, a sole proprietor or a small
enterprise;

The financial institution involved in the dispute is a member of
the FDRS;

The claim is of monetary nature with a maximum claimable
amount of HK$1,000,000;

The claimant has lodged a written complaint to the relevant
financial institution. He/she has received a Final Written Reply
but the dispute cannot be resolved or he/she has not received
a Final Written Reply more than 60 days after he/she lodged a
written complaint;

The claim is made within 24 months from the date of purchase
of the financial product or service or the claimant first had
knowledge of his/her loss, whichever is the later;

The claim is not about policies, fees and investment performance,
except a dispute concerning an alleged non-disclosure,
inadequate disclosure, misrepresentation, negligence, incorrect
application, breach of fiduciary duty, breach of any legal
obligation or duty, or maladministration; and

The claim can be the subject of court proceedings but there has

not been a decided judgment on the same claim.

EXTENDED ELIGIBLE DISPUTES ZE#SERER

Subject to the parties’ consent, the FDRC may handle cases with
a claim exceeding HK$1,000,000 and/or beyond the 24 months
limitation period.
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the website of FDRC.




E\E ﬁ E/\j E% CHAIRMAN’S MESSAGE

FDRC administers the FDRS in an independent and impartial manner, and helps resolving financial disputes

between financial institutions and their customers, primarily by way of a “Mediation First, Arbitration Next”
approach. As an integral part of the financial infrastructure of Hong Kong, FDRC has remained steadfast in the

past year in playing an active role in the complaint handling and redress mechanism in the financial market.

As a result of enhancements to its Terms of Reference since 2018, FDRC was able to provide a wider scope of
services to our clients in 2019. FDRC also continued its ongoing efforts in promoting mediation and arbitration
as alternative means for dispute resolution and providing public education on consumer protection in the
financial market. In this respect, | am delighted that FDRC was once again awarded the "Financial Education
Champion" by the Investor and Financial Education Council and the Star Logo Award in "Mediate First" Pledge
Scheme by the Department of Justice in 2019. We are grateful for the recognition of our contribution in
promoting the use of mediation/arbitration and financial consumer protection in the society.

In the course of 2019, we have witnessed tremendous strides being made on various aspects of the strategic
development of the Greater Bay Area (GBA). As one of the key service providers on financial dispute resolution
in Hong Kong, FDRC was also increasingly involved in cooperation and experience sharing with its counterparts
and other stakeholders in the GBA, notably in the form of official visits, participation in seminars, and exchange
of knowledge, ideas and experience. Looking ahead, | am confident that such collaboration and experience
sharing between FDRC and our counterparts and other stakeholders in the GBA will be more frequent and
broaden in the time to come. This will be beneficial to the development of our financial market and beyond, and

we certainly welcome such opportunities.

Lastly, | would like to express my deepest appreciation to my fellow directors, committee and tribunal members,
our mediators and arbitrators and FDRC staff for their dedication and valuable contribution to the effective and

efficient operation of the FDRS.

Dieter YIH
Chairman
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In the early part of 2019 FDRC undertook a review on the annual leave arrangements for its staff. A survey among several
organisations with background similar to FDRC was conducted to gather information on their practice in the area. With
the approval of the FDRC Board, enhancements to the annual leave arrangements for FDRC staff were introduced from 1
July 2019 onward. The enhancements improved the competitiveness of the overall employment package of FDRC and also

recognised the devoted service of its long-serving staff.

In 2018 we saw a surge in the number of enquiries handled, at 955, as a result of the introduction of enhancements of
services under the FDRS and the supporting and intensified promotion campaign. With publicity returning to a normal level,
there was an expected reduction in the number of enquiries handled, at 707, in 2019. On the other hand, FDRC received
20 applications for services under FDRS in 2019, a one-third increase over the previous year. With the high professional
standard of our listed mediators / arbitrators and staff, the FDRC mediation success rate achieved a very satisfactory level
of over 90% in 2019. At the same time, the cumulative users' satisfaction rate on FDRC services up to 2019 remained at an

encouraging level of 90%. We anticipate the number of case applications will remain stable in the coming year.

During the year, FDRC was actively involved in interaction with its counterparts in the Greater Bay Area. It was invited to be a
supporting organisation for a local seminar on mediation in Guangzhou, Hong Kong and Macau in May 2019. FDRC was also one
of the co-organizers of a large scale seminar, which was held at Zhuhai on two days in July 2019, for mediation bodies in the
Greater Bay Area on cooperation in mediation for financial disputes. These occasions provided valuable opportunities for FDRC
exchanging and sharing practices and experiences on financial dispute resolution with other stakeholders across the Greater

Bay Area in the light of the rapid and strategic development there.

Substantial progress was also made in the last quarter of 2019 on the allocation to FDRC, as a non-profit-making law related
organisation, of leased office space at the west wing of Justice Place. As the renovation works at the Justice Place were nearing
completion, agreement has been reached between the Department of Justice and FDRC over the lease terms and undertaking
for occupation of the premises. Other preparatory works included the launching of a public tender exercise in November
2019 for selecting a contractor to undertake fitting-out works of the FDRC new office at Justice Place. The plan was for FDRC

relocating to the new office around the second quarter of 2020.

| would like to thank our Chairman, Board directors and members of the FDRC Committees and Tribunal for their devoted efforts
and wise guidance, as well as the unceasing support and cooperation of our listed mediators/arbitrators and FDRS members.
Special thanks must also go to the FDRC staff for their dedication and commitment. As always, FDRC will remain committed on

providing professional services to our users and the community in the coming year.

Herman CHO
Chief Executive Officer
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Mr Dieter YIH, JP
BEREgkElr

Chairman X /&

* Hong Kong Practicing Solicitor

e Member, Listing Committee, Hong Kong Exchanges
and Clearing Limited

e Deputy Chairman, Council of the Education University
of Hong Kong

e Member, Education Commission

e Member, Standing Committee, Judicial Salaries and
Conditions of Service

e (Chairman, King’s College London Hong Kong
Foundation

e Member, Steering Committee, Quality Education Fund

e Member, Standing Committee on Legal Education

and Training
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Director £

e Under Secretary for Financial Services

and the Treasury, HKSAR Government

Mr Joseph CHAN Ho-lim, JP
PRIE EREEIP

Director EF

e Executive Director (Enforcement and

AML), Hong Kong Monetary Authority

Ms Carmen CHU, JP
KUAGTLTIP

Director E3

e Senior Director & Commission
Secretary, Securities and Futures

Commission

Mr Paul YEUNG
BEIREE

o FEARHTHEBUSHEEH
REBREIRE
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= THE BOARD OF DIRECTORS
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Director =35 (until 31 August 2019 201948531 H)

e Senior Partner, Fred Kan & Co o MRBEMTEHREBA
e Past Chairman, The Belt and Road o HIEAEMME—F—I8
Committee, The Law Society of Hong Kong ZREER

Mr Frederick KAN Ka-chong
BRBEE

Director 5
e Past Vice-Chairman, Hong Kong o FIBEAHEEZEREIEIR

Consumer Council

e Senior College Tutor, o BEERNABMERER
Wu Yee Sun College, BFEREm
Mr Philip LEUNG Kwong-hon, MH The Chinese University of Hong Kong
RAREFEMH
Director E5
e Deputy Chief Executive & Chief o RIRITHRAREITEES
Operating Officer, The Bank of East B R
Asia, Limited
o Member, Bankin.g Industry Tr.aining . HEBRAEEIBYES
) Advisory Committee, Education Bureau P
Mr TONG Hon-shing 8Z8
E E iﬁf 5'6 £ e Honorary Treasurer, Executive o FARTEERFGREAE

Committee of The Hong Kong Institute
of Bankers




Director EF

e Chief Executive Officer, CSL Securities o REBRARITHIEH
Limited

e Director, Hong Kong Securities o EfmExupezs
Association

Mr Gary CHEUNG
RREI%E

Director %5 (from 1 September 2019 }¢2019F9H 1 HE)

e Practicing Barrister, Hong Kong o FEHMEKXEE
e Chairman of the Appeal Tribunal Panel o (EEMEG) ERBH N
(Buildings Ordinance) HERE
e Member of the Disciplinary Board o (LibBIEMEMG) REBIZ
Mr Richard LEUNG Wai-keung, JP Panel, Land Survey Ordinance EEME

REBREE JP

Director EF
e Chief Executive Officer, FDRC o DRIAMAMRPOITEIRE

Mr Herman CHO
BIRFELE
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The FDRC Appointment Committee (AC) is in charge of
approving applications for admission to the FDRC List of
Mediators and the FDRC List of Arbitrators (the Lists) and
ensuring that the assessment and admission processes
are fair, transparent and independent. The AC also makes
recommendations to the Board on matters relating to the
maintenance and development of standards of mediators

and arbitrators on the Lists.

In 2019, the AC was chaired by Mr Frederick KAN Ka-chong
and then by Mr Richard LEUNG Wai-keung. It resolved a
variety of matters including:

e reviewing 8 Continuing Professional Development (CPD)
activities and awarding CPD points to attendees who
were mediators and arbitrators on the Lists. The CPD
activities enriched the knowledge of mediators and
arbitrators on the Lists on financial products and market
practices with a view to maintaining their high standards
and encouraging professional advancement;

e considering and approving applications for membership
renewal under the Lists; and

e recognising more relevant training courses organised
by various training institutions under the Approved
CPD Providers mechanism. Mediators and arbitrators
on the Lists can enroll in accredited courses organised
by training institutions according to their individual

experience, needs and progress and meeting the training

and CPD requirements.

<> THE APPOINTMENT COMMITTEE
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Chairman X & (until 31 August 2019 £2019485831H)

e Senior Partner, Fred Kan & Co o FRBEMITSREBA
e Past Chairman, The Belt and Road o HIEFBEME—F I
Committee, The Law Society of Hong Kong ZREIR

Mr Frederick KAN Ka-chong
BREEE

Chairman X & (from 15 November 2019 #42019£11515F#)

e Practicing Barrister, Hong Kong o FERHEKEE

e Chairman of the Appeal Tribunal Panel o (EREMESG)
(Buildings Ordinance) FRBH/NEERE

e Member of the Disciplinary Board Panel, o (LHRIEEME)
Land Survey Ordinance WMEBHZEERE

Mr Richard LEUNG Wai-keung, JP
REREE JP




Dr Shahla ALI
ZEMEL

Ms Sylvia SIU Wing-yee, BSC, °
MBA, LLM, FCIArb, FHKIArb, JP
Sk LWL BSC, .
MBA, LLM, FCIArb, FHKIArb, JP

Mr Norris YANG
ﬁ Il\ gj ?E $

Member £8

Professor & Associate Dean
(International), Faculty of Law, The
University of Hong Kong

Deputy Director, LLM in Arbitration and
Dispute Resolution, The University of
Hong Kong

Member £8

Consultant Solicitor, Sit, Fung, Kwong
& Shum

Chairperson, ADR & International
Relation Committee, Hong Kong
Federation of Women Lawyers
Vice-Chairperson, Nansha International
Arbitration Centre

Vice-President, Guangdong, Hong Kong
& Macao Arbitration Mediation Alliance
Member, Advisory Committee on
Promotion of Arbitration

Member £8

Senior Consultant, Yang Chan &
Jamison

Executive Director, ADR International
Limited

Chairman, Communications and Publicity
Committee, Hong Kong Mediation

Accreditation Association Limited

Note: FDRC CEO is an ex officio member of the Appointment Committee.
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The FDRC Disciplinary Committee (DC) was set
up in 2014 to establish a process to deal with
complaints against mediators and arbitrators
on the Lists. The independent DC advises and
decides on the proper procedures for handling
disciplinary matters to ensure that all complaints
under the FDRS are handled in a procedurally
fair and impartial manner. The DC has made
recommendations on the establishment of
complaint handling procedures, including a review

and appeal mechanism.

In 2019, the DC reviewed the report on mediation

and arbitration cases and noted that no follow-up

action on disciplinary matter was required.
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Chairman &
e (Chairman, The Copyright Tribunal
e (Chairman, Board of Review (Inland

Revenue Ordinance)

Mr Huen WONG, BBS, JP
T 1E % £ BBS, JP

Member £8
e (Chairman, Licensing Appeal Board
e Deputy Chairman, Board of Review
(Inland Revenue Ordinance)
e Vice Chairman, Estate Agents Authority (EAA)

e (Chairman, Disciplinary Committee of EAA

e Deputy Chairman, Administrative Appeal Board
Ms Elaine LIU Yuk-ling, JP o
BERRZtJIP

Chairman, Disciplinary Committee of the Travel
Industry Authority

Member £8

e Member, Chief Justice’s Working Party on
Mediation
e Chairlady, Council of Hong Kong Mediation

Accreditation Association Limited

e Council Member, The Law Society of Hong
Kong (LSHK)

Chairlady, Risk Management Education
Committee of LSHK

Mrs Cecilia WONG NG Kit-wah
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Mr YEUNG Man-sing
BXERE

Dr Helena YUEN CHAN Suk-yee, JP
B B % 16 18 £ JP

Member £8

e Practicing solicitor, Hong Kong

e (Chartered quantity surveyor and chartered
arbitrator

e Accredited mediator and adjudicator
Chair, Arbitrators Admission Committee of
LSHK

e Member, Accreditation Sub-Committee of
the Steering Committee on Mediation of
Department of Justice, HKSAR

e Standing Committee Member, ClArb’s
Examination Board, and Panels Management
Group

e Director, Asian Institute of Alternative Dispute

Resolution

Member £8

e Practicing solicitor, Hong Kong

e Accredited General Mediator and Trainer,
Hong Kong

e Family Mediator and Family Mediation
Supervisor, Hong Kong

e Visiting Assistant Professor, The University of

Hong Kong
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The Disciplinary Tribunal (Tribunal) was set up in 2016 to
deal with complaints against mediators and arbitrators
on the Lists in relation to handling the disputes under the

FDRS in a procedurally fair and impartial manner.

Members of the Tribunal should:

e not be members of the FDRC Board, the Appointment

Committee or the Disciplinary Committee;

not be staff members of the FDRC;

e possess knowledge on mediation and/or arbitration,

jurisprudence and tribunal procedures; and

e he familiar with the ToR and the operation of the FDRC.
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Prof Anselmo REYES
REERE

Ms Audrey EU Yuet-mee, SC, JP
FE@WLLSC, JP

Dr Anthony NEOH, QC, SC, JP
REFHELQC, SC, JP

Convenor B A

e |nternational Judge, Singapore
International Commercial Court

Alternate Convenor BB &£ A

e Senior Counsel
® Accredited Mediator

Member %S

e (Chairman, Independent Police
Complaints Council
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Dispute Resolution Services

The FDRC’s hotline and enquiry services handled 707
enquiries during the year. Of all the enquiries handled,
403 or approximately 57% were related to complaints
about financial products and services. Among these
403 complaints, 333 were classified as prima facie
ineligible disputes under the Intake Criteria of the ToR
in force at the time. For the year of 2019, the FDRC

received 20 applications for services under the FDRS.

Four applications received in 2019 were with claim
amounts over HK$500,000, which would have been
disallowed before the implementation of service
enhancements to the FDRS from January 2018. Two
of these applications were also made by Fls, one
was a Standard Eligible Dispute and the other was
an Extended Eligible Dispute (with claim amount over
$1,000,000), and the first ever encountered under the

FDRS since the service enhancements.

High Mediation Success Rate and
Satisfaction Rate

The mediation success rate saw improvement in 2019,
with over 90% of the cases received and handled being
successfully settled in mediation processes. Since
inception, approximately 90% of the mediation service
users (which covered both parties involved in the
disputes) rated the FDRC’s services as “Satisfactory” or
above.

Publicity Activities

FDRC conducted publicity activities regularly, including
information seminars, talks, CPD courses and various
promotional activities. In 2019, FDRC was awarded
“Financial Education Champion” by Investor and Financial
Education Council (IFEC) and Star Logo Award in "Mediate
First" Pledge Scheme by Department of Justice in
recognition of its achievements in promoting financial
consumer protection and the use of mediation to resolve

disputes in the previous years.
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ENQUIRIES &ifl

Number of Enquiries &&=

For the year ended 31 December 2019, a total of 707 enquiries were handled by the FDRC.
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Nature of Enquiries & :84E3|

Complaints about Financial

Products and Services
SRERRBRBNKZF
57%

Out of the 707 enquiries handled, 403 were related
to complaints about financial products and services,
87 were about the FDRC’s services, 86 were related
to the FDRC’s administrative issues, 17 were related
to mediator and arbitrator issues, 6 were related to
the FDRC’s publicity activities and 108 were related to

other issues™.

(1) “Other issues” include regulatory issues not of monetary
nature, building management disputes, family disputes,
commercial disputes, debt collection, financial disputes
between individuals, tenancy disputes and employment
disputes, etc.

Other Issues @
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15.3%

The FDRC’s Publicity Activities
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Mediator and Arbitrator Issues

ABEERMAEEE
2.4%

The FDRC’s Services
57 R R0 Y PR S

12.3%

The FDRC’s
Administrative Issues
ABPLONTHRER
12.2%
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Channels of Knowing the FDRC %0758 &% cp i) B R &

Advertising and
Promotional Campaigns
BEEREEEH

42.7%

Out of the enquiries received, 309 enquirers disclosed
the channels of knowing the FDRC. 132 enquirers were
aware of the FDRC through its advertising and pro-
motional campaigns, 81 were referred by banks and
securities firms, 51 by regulators (HKMA and SFC), 19
by friends and relatives and 26 via other channels®.

(2) “Other Channels” include the Joint Mediation Helpline Office,
the Consumer Council and the District Council members, etc.

Other Channels @ H{fEHE
8.4%

Friends and Relatives % &
6.1%

Regulators (HKMA and SFC)
EEHKE (2ERREES)

1A 5o/
0.0%0

Banks and Securities Firms
RITRESLQE
20.2%

The total percentage does not add up to 100% due to rounding.
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COMPLAINTS 15:F

Nature of Complaints about Financial Products and Services

Among the 707 enquiries handled, 403 were related
to complaints about financial products and services.
Among which, 109 were about Investments ©, 78 were
about Liabilities ®, 123 were related to Insurance ©, 27
were about Assets © and 55 were on others @, while 11

could not be classified.

(3) “Investments” include bonds, commodities, derivatives,
unlisted structured products and FX/leveraged FX trading,
shares/equities/stocks, and unit trusts/mutual funds/managed

funds.
(4) “Liabilities” include credit cards, loan facilities and mortgages.
(5) “Insurance” includes investment-linked products, life (non-

investment-linked) products, general and group insurance
policies.

(6) “Assets” include integrated bank accounts, cheques, safe
deposit boxes, savings and deposits, and stored value cards
provided by financial institutions.

(7) “Others” include Mandatory Provident Fund Schemes,
Occupational Retirement Schemes, payments and cash
management, and other investment products.

Prima Facie Ineligible Disputes RIBREAERNBIIAATEERN S

Among the 403 complaints in relation to financial
products and services, a total of 333 was classified as
prima facie ineligible disputes under the Intake Criteria
of the ToR in force at the time. The three major reasons

for ineligibility were:

e Enquirer’s knowledge of monetary loss exceeded the
limitation period

* The disputes involved organisations which were not
members of the FDRS

e Claim amount exceeded the maximum claimable

amount
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CASES fAZX

For the year ended 31 December 2019, the FDRC

received 20 applications for services under the FDRS.

Composition of Application ®
PHEEEER

Operational Issues
(Omissions, Negligence
and Maladministration)

EfFEH (BR RAR
THRE

[ 0/
55%

(@)

(8) Only cases received within 2019 were counted.

/”}] SERVICES
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System Malfunction
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Misrepresentation (Investment
Performance, Administrative Matters
and Product Nature)
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20%

Mis-selling (Omissions)
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Case Status as at 31 December 2019

Cases received within 2019

e Among the 20 applications, 15 were accepted, 4 were

rejected as not being within the Intake Criteria of the

ToR in force at the time and 1 was under vetting.

e Among the 15 cases accepted, 2 cases were still
ongoing, 1 was withdrawn after acceptance and 12
went through the mediation process. Among the 12
cases went through the mediation process, 11 were
completed and closed and the remaining 1 entered
into arbitration process.

e Among the 11 completed and closed cases, 10 were
settled at different stages of the mediation process
and 1 was not settled in mediation (This case was
closed as the claimant did not proceed to arbitration).

e To conclude the mediation case status in 2019, 10
out of the 11 completed and closed cases reached
settlement. The success rate was 91%.

Cases brought forward from previous years

In addition to the above mentioned 20 applications
received, 5 applications received in previous years
were carried forward to 2019 and entered into the
dispute resolution process, 4 of which were completed

and closed in mediation process and the remaining 1

was still ongoing.
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SERVICES

H &%Zﬁ_ %\} ;% H & % DISPUTE RESOLUTION

Provide Information to Enquirers on
Available Channels

Apart from explaining the scope of the FDRS, the case
officers will also assist the enquirers by providing
them with information on available channels for taking
forward their enquiries. The FDRC provided a total of
263 related assistance to enquirers in 2019.

Mediation Service Providers
AR RERGEE
"\) ﬁ/

Government Departments (1

BT AR P
35%

(9) e.g. Consumer Council, The Hong Kong Mortgage Corporation
Limited, Office of the Privacy Commissioner for Personal
Data, etc., excluding HKMA, SFC

(10) e.g. Judiciary (e.g. Small Claims Tribunal and Mediation
Information Office), Police, Home Affairs Department, etc.

(11) e.g. Joint Mediation Helpline Office

(12) e.g. The Chinese Gold & Silver Exchange Society

(13) e.g. The Hong Kong Federation of Insurers
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SATISFACTION SURVEY #HEERAE

Overall satisfaction with the FDRC’s services POV RFHNEZEREEY

Strongly Dissatisfied JFERHE
2%

Dissatisfied A im &

1%

Strongly Satisfied JEE i =
47%

SATISFIED
OR ABOVE

19

Fair & 7]
70/

/70

Satisfied # &
44%

(14) The total percentage does not add up to 100% due to ~ BRIHEAN  BEALTFH100% o
rounding.

Would you recommend the FDRC mediation serviceto HBRIABHEL NG St HEBRE P

others if they have similar disputes? OB R FEIS 7

NOARE YesE 9 i O/

6%

[ ]

Would you use mediation again to settle disputes? XXeBEFBRABANBRUDIE ?

T\loﬂi‘% Yes B 9/‘ O/O
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?& E% PUBLICITY

FDRC has made every endeavour to promote the FDRS
and its services to different sectors of the society. In
2019, the FDRC organized a series of activities and
stakeholders engagement events to promote the
professional services of the FDRC and the use of
mediation in the society.

BRPLENFBLAHESFAKES EH
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STAKEHOLDERS ENGAGEMENT &%

CPD Training and Seminars
for Financial Industry

The FDRC has been working closely with the financial
industry to resolve the monetary disputes with their
customers. As such, the FDRC provides CPD training
and seminars to the industry practitioners every year
to instil and reinforce their knowledge of dispute
handling via the more harmonious means of mediation
and arbitration. In 2019, 6 briefing sessions and 7
on-site seminars were organised. The FDRC was also
invited to conduct 2 CPD training seminars to members
of the Hong Kong Securities & Futures Professionals
Association. Over 1,000 financial industry practitioners
attended the events.

Besides, a sharing session among the FDRC List of
Mediators and the FDRC List of Arbitrators was held
in June 2019. The session provided a useful occasion

for participants to exchange ideas and experience in

handling cases since the implementation of service
enhancements of the FDRS in 2018.
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Exchange Visits and Talks
for Professional Bodies

The FDRC welcomed exchange visit and participated in
seminars to enhance experience sharing and service
improvement. During the year, FDRC received several
official visits of different governmental organizations
from the Mainland. Besides, in concert with the
strategic development of the Greater Bay Area (GBA)
and closer cooperation with Hong Kong, the FDRC
was the supporting organisation of a local seminar on
mediation in Guangzhou, Hong Kong and Macau held in
May 2019. The FDRC was also one of the co-organizers
of a large scale seminar on co-operation on mediation
for financial disputes for GBA mediation bodies held at
Zhuhai in July 2019.

FDRC also participated in various industry activities in
Hong Kong and delivered presentation to promote FDRS

and share the merits of using mediation/arbitration in

dispute resolution.
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COMMUNITY OUTREACH

To increase FDRC’s exposure and the awareness of
financial consumer protection at community level,
FDRC promoted the scheme and its services via a wide
range of channels. In addition to the traditional mass

media, the FDRC also promote the scheme on some

online platforms and social networking sites.
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During the year, the FDRC received visitors from the
Jockey Club Lei Tung Integrated Services Centre,
the University of Hong Kong and the Open University
of Hong Kong and promoted the concept of using
mediation/arbitration in dispute resolving process.
In 2019, FDRC was awarded "Financial Education
Champion" by the Investor and Financial Education
Council and Star Logo Award in “Mediate First” Pledge
Scheme by Department of Justice in recognition of
its achievements in promoting financial consumer

protection and the use of mediation to resolve disputes

in the previous years.
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REPORT OF THE DIRECTORS

The directors submit herewith their annual report together with
the audited financial statements for the year ended 31 Decem-
ber 2019.

Principal place of business

Financial Dispute Resolution Centre (the “Company”) is a com-
pany incorporated and domiciled in Hong Kong and has its reg-
istered office and principal place of business at Unit 3701-4,
37/F, Sunlight Tower, 248 Queen's Road East, Wan Chai, Hong
Kong.

Principal activities

The Company is a non-profit making company limited by guar-
antee. It independently and impartially administers the Finan-
cial Dispute Resolution Scheme (“FDRS”) which provides me-
diation and arbitration services to financial institutions (which
are members of FDRS) and their customers for the resolution
of monetary disputes. The Company is established to promote
more efficient dispute resolution for the benefit of the Hong
Kong community.

Share capital
The Company is limited by guarantee and therefore does not
have any share capital.

Reserve
Movement in reserve during the year ended 31 December 2019
are set out in statement of changes in equity on page 43.

The Board of Directors

The directors during the financial year and up to the date of
this report are:

Mr Dieter Yih

Mr Joseph Chan Ho Lim

Ms Carmen Chu Lap Kiu

Mr Paul Yeung Kwok Leung

Mr Gary Cheung Wai Kwok

Mr Frederick Kan Ka-chong

(retired with effect from 1 September 2019)
Mr Richard Leung Wai Keung

(appointed with effect from 1 September 2019)
Mr Philip Leung Kwong Hon
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Mr Tong Hon Shing

Mr Anthony Ng Tze Wai

(retired with effect from 1 January 2019)
Mr Herman Cho Chun Wah

(appointed with effect from 1 January 2019)

In accordance with Article 22(3) of Part B of the Company’s
Articles of Association, all the existing directors shall continue
in office for the following year.

Indemnity of directors

A permitted indemnity provision (as defined in section 469 of
the Hong Kong Companies Ordinance) for the benefit of the di-
rectors of the Company is currently in force and was in force
throughout this year.

Directors’ interests in transaction, arrangements or contracts

No contract of significance to which the Company was a party,
and in which a director of the Company had a material interest,
subsisted at the end of the year or at any time during the year.

Auditors

KPMG retire and, being eligible, offer themselves for re-ap-
pointment. A resolution for the re-appointment of KPMG as
auditors of the Company is to be proposed at the forthcoming
Annual General Meeting.

By order of the board

Mr Dieter YIH
Chairman
Hong Kong
21 May 2020
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INDEPENDENT AUDITOR’S REPORT
BUZHERES

to the members of Financial Dispute Resolution Centre (Incorporated in Hong Kong and limited by guarantee)

HERAUMBEPLORE (UERBRAIELARBTEZMAILNERALT)

Opinion

We have audited the financial statements of Financial Dispute
Resolution Centre (the “Company”) set out on pages 41 to 67,
which comprise the statement of financial position as at 31
December 2019, the statement of comprehensive income, the
statement of changes in equity and the cash flow statement
for the year then ended and notes to the financial statements,
including a summary of significant accounting policies.

In our opinion, the financial statements give a true and fair view
of the financial position of the Company as at 31 December
2019 and of its financial performance and its 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 compliance with the Hong Kong
Companies Ordinance.

Basis for opinion

We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSAs”) issued by the HKICPA. Our
responsibilities under those standards are further described
in the Auditor’s responsibilities for the audit of the financial
statements section of our report. We are independent of the
Company in accordance with the HKICPA’s Code of Ethics for
Professional Accountants (the “Code”) and we have fulfilled our
other ethical responsibilities in accordance with the Code. We
believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Information other than the financial statements and

auditor’s report thereon

The directors are responsible for the other information. The
other information included in the annual report, other than the
financial statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the
other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the financial statements, our
responsibility is to read the other information and, in doing
so, consider whether the other information is materially
inconsistent with the financial statements or our knowledge
obtained in the audit or otherwise appears to be materially
misstated.
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If, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we
are required to report that fact. We have nothing to report in
this regard.

Responsibilities of the directors for the financial statements
The directors are responsible for the preparation of the financial
statements that give a true and fair view in accordance with
HKFRSs issued by the HKICPA and the Hong Kong Companies
Ordinance and for such internal control as the directors
determine 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 directors are
responsible for assessing the Company’s ability to continue as
a going concern, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting
unless the directors either intend to liquidate the Company or to
cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial
statements

Our 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 our opinion. This report
is made solely to you, as a body, in accordance with section
405 of the Hong Kong Companies Ordinance, and for no other
purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs
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 HKSAs, we exercise
professional judgement and maintain professional scepticism
throughout the audit. We also:

- ldentify 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
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INDEPENDENT AUDITOR’S REPORT
B ZHERSE

to the members of Financial Dispute Resolution Centre (Incorporated in Hong Kong and limited by guarantee)

HERMNUDBBPLRE (UMERBRAIXARBEZMRINERAD)

audit evidence that is sufficient and appropriate to provide
a basis for our 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 Company’s internal control.

Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by the directors.

Conclude on the appropriateness of the directors’ 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 Company'’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required
to draw attention in our auditor’s report to the related
disclosures in the financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may
cause the Company to cease to continue as a going concern.

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.

We communicate with the directors regarding, among other
matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies
in internal control that we identify during our audit.

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

21 May 2020
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STATEMENT OF COMPREHENSIVE INCOME
FHBRER

for the year ended 31 December 2019 (Expressed in Hong Kong dollars)
BEEZZ-NE+ZB=+—BLEE (UMBEIT)

Note [zt 2019 2018

Income UK A
Revenue WX A 3 $ 28,200 $ 3000
Other revenue E ftB X A 4 1,051,940 1,060,473

$ 1,080,140 $ 1,063,473
Expenditure 3z 1
Staff costs 8 T M & $ 5151232 $ 5609479
Depreciation and amortisation 37 2 &% 12 §4 3,531,100 242,237
Other administrative and operating expenses 2,897,855 6,081,694
HMTHREEER

$ 11,580,187 $ 11,933,410
Deficit and total comprehensive income for the year 5 $  (10,500,047) $ (10,869,937)

FEERERZEWNERE

The notes on pages 45 to 67 form part of these financial statements.
FE45E6TEHHMAB AN BEREN - -




STATEMENT OF FINANCIAL POSITION
BRI

at 31 December 2019 (Expressed in Hong Kong dollars)
RZE-NE+ZB=+—8 (UBEIT)

Note Htz# 2019 2018

Non-current assets JE 73 ) & &
Property, plant and equipment 4 % ~ [ = 70 5% & 7 $ 1,557,465 $ 91,500
Intangible asset #& fi2 & 8 174,228 293,455
Deposits, prepayments and other receivables 9 - 6,692
BE - BAUMAEMEBIR

$ 1,731,693 3 391,647
Current assets 7 8) & &
Deposits, prepayments and other receivables 9 $ 1,217,028 $ 1,574,995
BE - BUMMNEMEER
Time deposits with original maturity of over three months 18,500,000 19,000,000
REMEZR=ZBEAZEHEM
Cash and cash equivalents IR SRS HEW 10 11,688,931 21,063,371

$ 31,405,959 $ 41,638,366
Current liabilities 7 8 8 1&
Lease liabilities T & & 1& 11 $ 1,408,663 $
Accruals and other payables f& 5t 71 18 #0 & ft? fE {3 IX 12 1,356,267 1,157,244

$ 2,764,930 $ 1,157,244
Net current assets it 8) & &= /$ B § 28,641,029 § 40,481,122
Total assets less current liabilitess B EREB RB BB $ 30,372,722 $ 40,872,769
NET ASSETS & E /B $ 30,372,722 $ 40,872,769
RESERVES £ fi&
Reserves f& fi& 13 $ 30,372,722 $ 40,872,769
TOTAL RESERVES fi fi5 #& 88 $ 30,372,722 $ 40,872,769

Approved and authorised for issue by the board of directors on 21 May 2020. Signed on its behalf by:
ESER_ZE_ZSERAR_T+BORELFIRLE  THTIAIRREE :

Mr Dieter YIH E 8 B 5L & Mr Herman CHO Chun Wah & ik & %6 &
Chairman £ /& Director and CEO E B R {THE &

The notes on pages 45 to 67 form part of these financial statements.
E45F6THRNINA BRI BEBEN—E S -




STATEMENT OF CHANGES IN EQUITY

25 3L 4y
Em PR
for the year ended 31 December 2019 (Expressed in Hong Kong dollars)

BE_Z-NE+ZR=+T—BLEE (UBEIN)

Reserves (#f&

At 1 January 2018 $ 51,742,706
R2018FE181H

Change in equity for 2018:
2018 FEEHEF :

Deficit and total comprehensive income for the year (10,869,937)
TEEERZEBHUERE
At 31 December 2018 and 1 January 2019 $ 40,872,769

R2018F128B318BR2019F 1818

Change in equity for 2019:
2019 EHEF :

Deficit and total comprehensive income for the year (10,500,047)
FEEERZEBNERE
At 31 December 2019 $ 30,372,722

R2019F 128318

The notes on pages 45 to 67 form part of these financial statements.
F4S5E6THHMA B LR BEREN -7 -




CASH FLOW STATEMENT
RERER

for the year ended 31 December 2019 (Expressed in Hong Kong dollars)
BE-E-NE+-AS+-BILEE WUEBIT)

Note [fz#
Operating activities & 5 &)
Deficit for the year &£ B &5 18

Adjustments for S B B :
Depreciation and amortisation 3T & 5% # $5
Interest income & B U A

Interest expense on lease liability 8 &

BANEXE

Operating deficit before changes in working capital

Decrease in deposits, prepayments and other receivables
BE - BUMRMNEMEBRTES
Increase/(decrease) in accruals and other payables

EEtMEMNEMBEFIEN (HD)
Net cash used in operating activities &% Z8)FTANE S35

Investing activities 13 &35 &)

Decrease in time deposits with original maturity of over three months
REHRZR=ZBAZEHREMREL

Payment for purchase of property, plant and equipment

BEWE MENREME

Payment for purchase of intangible assets BB B B E M B
Interest income received 2 U K B UL A

Net cash generated from investing activities

RETHELNIREFE

Financing activities 7 & &)

Capital element of lease rentals paid EM A ERENEL I 2
Interest element of lease rentals paid BT SR N F 2 2

Net cash used in financing activities i ZEIFFANIE 2P

Net decrease in cash and cash equivalents
RENREEEMHLEER

Cash and cash equivalents as at 1 January

R1B1BRNEESNEESEY

Cash and cash equivalents as at 31 December 10
R12B31BNRESNRESEEDY

The notes on pages 45 to 67 form part of these financial statements.
E45F6THRNINA BRI BEBEN—E S -

2019

$ (10,500,047)

3,531,100
(741,190)
159,498

2018

$ (10,869,937

242,237
(730,282)

$ (7,550,639

140,849

199,023

$ (11,357,982

84,032

(200,765)

$  (7,210,767)

$ (11,474,715)

$ 500,000 $ 6,500,000
(143,630) (35,798)
(61,875) (54,451)
965,000 1,016,819

$ 1,259,495 $ 7426570

$  (3,263,670) $
(159,498) -

$ (3423168 $

$ (9,374,440

21,063,371

$ (4,048,145

25,111,516

$ 11,688,931

$ 21,063,371




NOTES TO THE FINANCIAL STATEMENTS

TR R GE

(Expressed in Hong Kong dollars)

(LLEEIW)

1. Principal activities

The Company is a non-profit making company limited by
guarantee. It independently and impartially administers the
FDRS which provides mediation and arbitration services
to financial institutions (which are members of FDRS) and
their customers for the resolution of monetary disputes. The
Company is established to promote more efficient dispute

resolution for the benefit of the Hong Kong community.

2. Significant accounting policies

(a) Statement of compliance

These financial statements have been prepared in accordance
with all applicable Hong Kong Financial Reporting Standards
(“HKFRSs”), which collective term 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”), accounting principles generally accepted in Hong
Kong and the requirements of the Hong Kong Companies
Ordinance. Significant accounting policies adopted by the
Company are disclosed 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 Company. Note 2(c) provides
information on any changes in accounting policies resulting
from initial application of these developments to the extent
that they are relevant to the Company for the current and prior
accounting periods reflected in these financial statements.

(b) Basis of preparation of the financial statements
The measurement basis used in the preparation of the financial
statements is the historical cost basis.

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, 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 the judgements about carrying values
of assets and liabilities that are not readily apparent from other
sources. Actual results may differ from these estimates.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

BTSRRI EE (48)

(Expressed in Hong Kong dollars)

(LN

2. Significant accounting policies (Continued)
(b) Basis of preparation of the financial statements (Continued)

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.

(c) Changes in accounting policies

The HKICPA has issued a new HKFRS, HKFRS 16, Leases, and
a number of amendments to HKFRSs that are first effective for
the current accounting period of the Company.

Except for HKFRS 16, Leases, none of the developments have
had a material effect on how the Company’s results and
financial position for the current or prior periods have been
prepared or presented. The Company has not applied any
new standard or interpretation that is not yet effective for the
current accounting period.

HKFRS 16, Leases
HKFRS 16 replaces HKAS 17, Leases,

HK(IFRIC) 4,
arrangement contains a lease, HK(SIC) 15, Operating leases —

and the related
interpretations, Determining whether an
incentives, and HK(SIC) 27, Evaluating the substance of
transactions involving the legal form of a lease. It introduces
a single accounting model for lessees, which requires a lessee
to recognise a right-of-use asset and a lease liability for all
leases, except for leases that have a lease term of 12 months or
less (“short-term leases”) and leases of low-value assets. The
lessor accounting requirements are brought forward from HKAS
17 substantially unchanged.

HKFRS 16 also introduces additional qualitative and quantitative
disclosure requirements which aim to enable users of the
financial statements to assess the effect that leases have on
the financial position, financial performance and cash flows of
an entity.

The Company has initially applied HKFRS 16 as from 1
January 2019. The Company has elected to use the modified
retrospective approach and has therefore recognised the
cumulative effect of initial application as an adjustment to the
opening balance of equity at 1 January 2019. Comparative
information has not been restated and continues to be reported
under HKAS 17.

2. EEBEHBR (8)
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2. Significant accounting policies (Continued)
(c) Change in accounting policies (Continued)

Further details of the nature and effect of the changes to
previous accounting policies and the transition options applied
are set out below:

a. New definition of a lease

The change in the definition of a lease mainly relates to the
concept of control. HKFRS 16 defines a lease on the basis of
whether a customer controls the use of an identified asset for a
period of time, which may be determined by a defined amount
of use. Control is conveyed where the customer has both the
right to direct the use of the identified asset and to obtain
substantially all of the economic benefits from that use.

The Company applies the new definition of a lease in HKFRS 16
only to contracts that were entered into or changed on or after
1 January 2019. For contracts entered into before 1 January
2019, the Company has used the transitional practical expedient
to grandfather the previous assessment of which existing
arrangements are or contain leases. Accordingly, contracts that
were previously assessed as leases under HKAS 17 continue
to be accounted for as leases under HKFRS 16 and contracts
previously assessed as non-lease service arrangements
continue to be accounted for as executory contracts.

b. Lessee accounting and transitional impact

HKFRS 16 eliminates the requirement for a lessee to classify
leases as either operating leases or finance leases, as was
previously required by HKAS 17. Instead, the Company is
required to capitalise all leases when it is the lessee, including
leases previously classified as operating leases under HKAS
17, other than those short-term leases and leases of low-value
assets which are exempt. As far as the Company is concerned,
these newly capitalised leases are primarily in relation to
property, plant and equipment as disclosed in note 7. For an
explanation of how the Company applies lessee accounting,
see note 2(e).

At the date of transition to HKFRS 16 (i.e. 1 January 2019),
the Company determined the length of the remaining lease
terms and measured the lease liabilities for the leases
previously classified as operating leases at the present
value of the remaining lease payments, discounted using the
relevant incremental borrowing rates at 1 January 2019. The
weighted average of the incremental borrowing rates used
for determination of the present value of the remaining lease
payments was 5%.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

TR R MR (4B)

(Expressed in Hong Kong dollars)

(DL SIR)

2. Significant accounting policies (Continued)
(c) Change in accounting policies (Continued)

To ease the transition to HKFRS 16, the Company applied the
following recognition exemption and practical expedients at the
date of initial application of HKFRS 16:

(i) the Company elected not to apply the requirements of HKFRS
16 in respect of the recognition of lease liabilities and right-of-
use assets to leases for which the remaining lease term ends
within 12 months from the date of initial application of HKFRS 16,
i.e. where the lease term ends on or before 31 December 2019;

(i) when measuring the lease liabilities at the date of initial
application of HKFRS 16, the Company applied a single discount
rate to a portfolio of leases with reasonably similar characteristics
(such as leases with a similar remaining lease term for a similar
class of underlying asset in a similar economic environment); and

(iif) when measuring the right-of-use assets at the date of initial
application of HKFRS 16, the Company relied on the previous
assessment for onerous contract provisions as at 31 December
2018 as an alternative to performing an impairment review.

The following table reconciles the operating lease commitments
as disclosed in note 15 as at 31 December 2018 to the opening
balance for lease liabilities recognised as at 1 January 2019:

Operating lease commitments at 31 December 2018

2018F 123 1 HNKKEHERKE

2. EEBEHBR (8)
) BEHKREH(E)
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1 January 2019
20191818
$

6,275,808

Less: lease payments for the periods where the Company considers it reasonably certain that it

will exercise the early-termination option

B AR ERERTERLEAERERMBENHAENEELM

Less: total future interest expenses

lm Ef&*]/u\itﬂﬁv@mﬁ

Total lease liabilities recognised at 1 January 2019

R2019F 1B 1 BRESBNEEEBERSR

The right-of-use assets in relation to leases previously classified
as operating leases have been recognised at an amount equal to
the amount recognised for the remaining lease liabilities, adjusted
by the amount of any prepaid or accrued lease payments relating
to that lease recognised in the statement of financial position at
31 December 2018.

The Company did not hold any finance lease as at 1 January 2019,
thus there is no impact of adoption of HKFRS 16 in this regard.

(1,426,320)
=8

4,849,488
(177,155)

4,672,333
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2. Significant accounting policies (Continued) 2. XESHWE (8)
(c) Change in accounting policies (Continued) ) BETEKEEE (B)

TRB|AITRB(FBEUHFBRSER) F16RH/AE
RIWBERRROZE -

The following table summarises the impacts of the adoption of
HKFRS 16 on the Company’s statement of financial position:

Carrying amount at
31 December 2018

Capitalisation of
operating lease contracts

Carrying amount at
1 January 2019

20184 12H31H REHE 20194
KEE BHEXRE 16 1HKREE
$ $ $
Line items in the statement of financial position impacted
by the adoption of HKFRS 16:
%1‘?&}% (BRBUHERESEL) 165 ENMHE
RRKEHNEBEB :
Property, plant and equipment %) %2 ~ B = §0 5% & 91,500 4,672,333 4,763,833
Total non-current assets IF 7 &) & &= 8 %8 391,647 4,672,333 5,063,980
Lease liabilities (current) HE & & (R &) - 3,332,232 3,332,232
Current liabilities 7% &) & 1& 1,157,244 3,332,232 4,489,476
Net current assets 7 ) & & ¥ & 40,481,122 (3,332,232) 37,148,890
Total assets less current liabilities E ZE BB AEBE B 40,872,769 1,340,101 42,212,870
Lease liabilities (non-current)y R E 8 & (JERE ) - 1,340,101 1,340,101
Total non-current liabilities Ik 7% &) & 15 2 %8 - 1,340,101 1,340,101
Net assets & & F B 40,872,769 - 40,872,769

c. Impact on the financial result and cash flows of the Company
After the initial recognition of right-of-use assets and lease
liabilities as at 1 January 2019, the Company as a lessee
is required to recognise interest expense accrued on the
outstanding balance of the lease liability, and the depreciation
of the right-of-use asset, instead of the previous policy of
recognising rental expenses incurred under operating leases on
a straight-line basis over the lease term. This results in a positive
impact on the reported profit from operations in the Company’s
statement of comprehensive income, as compared to the results
if HKAS 17 had been applied during the year.

In the cash flow statement, the Company as a lessee is required
to split rentals paid under capitalised leases into their capital
element and interest element. These elements are classified
as financing cash outflows, similar to how leases previously
classified as finance leases under HKAS 17 were treated, rather
than as operating cash outflows, as was the case for operating
leases under HKAS 17. Although total cash flows are unaffected,
the adoption of HKFRS 16 therefore results in a significant change
in presentation of cash flows within the cash flow statement.

CHARTUBXRERRERENTE
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

TR R MR (4B)

(Expressed in Hong Kong dollars)

(DL SIR)

2. Significant accounting policies (Continued)
(d) Property, plant and equipment

Property, plant and equipment including right-of-use assets
arising from leases of underlying property, plant and equipment
(see note 2(e)), are stated at cost less accumulated depreciation
and impairment losses.

Depreciation is calculated to write off the cost of items of
property, plant and equipment, less their estimated residual
value, if any, using the straight-line method over their estimated
useful lives as follows:
- Leasehold improvements Over the shorter of unexpired
term of the lease and their
estimated useful lives

- Furniture and fixtures 5 years
- Office equipment 3 years
- Computer equipment 3 years

Both the useful life of an asset and its residual value, if any, are
reviewed annually.

The carrying amounts of property, plant and equipment
are reviewed for indications of impairment at the end of
each reporting period. An impairment loss is recognised in
comprehensive income if 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 of disposal and
value in use. In assessing value in use, the estimated future cash
flows are discounted to their present value using a discount rate
that reflects current market assessments of the time value of
money and the risks specific to the assets. An impairment loss is
reversed if there has been a favourable change in estimates used
to determine the recoverable amount.

Gains or losses arising from the retirement or disposal of an
item of property, plant and equipment are determined as the
difference between the net disposal proceeds and the carrying
amount of the item and are recognised in comprehensive income
on the date of retirement or disposal.

(e) Leased assets

At inception of a contract, the Company assesses whether the
contract is, or contains, a lease. A contract is, or contains, a lease
if the contract conveys the right to control the use of an identified
asset for a period of time in exchange for consideration. Control
is conveyed where the customer has both the right to direct the
use of the identified asset and to obtain substantially all of the
economic benefits from that use.
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2. Significant accounting policies (Continued) 2. XESHWE (8)

(e) Leased assets (Continued) e HEEE(E)
As a lessee EREBA
(A) Policy applicable from 1 January 2019 A) —“NE—B—BERBERNEE

Where the contract contains lease component(s) and
non-lease component(s), the Company has elected not to
separate non-lease components and accounts for each lease
component and any associated non-lease components as a
single lease component for all leases.

At the lease commencement date, the Company recognises
a right-of-use asset and a lease liability, except for short-
term leases that have a lease term of 12 months or less and
leases of low-value assets. When the Company enters into a
lease in respect of a low-value asset, the Company decides
whether to capitalise the lease on a lease-by-lease basis. The
lease payments associated with those leases which are not
capitalised are recognised as an expense on a systematic
basis over the lease term.

Where the lease is capitalised, the lease liability is initially
recognised at the present value of the lease payments
payable over the lease term, discounted using the interest
rate implicit in the lease or, if that rate cannot be readily
determined, using a relevant incremental borrowing rate. After
initial recognition, the lease liability is measured at amortised
cost and interest expense is calculated using the effective
interest method. Variable lease payments that do not depend
on an index or rate are not included in the measurement of
the lease liability and hence are charged to profit or loss in
the accounting period in which they are incurred.

The right-of-use asset recognised when a lease is capitalised
is initially measured at cost, which comprises the initial
amount of the lease liability plus any lease payments made at
or before the commencement date, and any initial direct costs
incurred. Where applicable, the cost of the right-of-use assets
also includes an estimate of costs to dismantle and remove
the underlying asset or to restore the underlying asset or the
site on which it is located, discounted to their present value,
less any lease incentives received. The right-of-use asset is
subsequently stated at cost less accumulated depreciation
and impairment losses (see note 2(d)).
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
MFsERaRBEE (4R)

(Expressed in Hong Kong dollars)

(DL SIR)

2. EEBEHBR (8)
eBEEE

2. Significant accounting policies (Continued)
(e) Leased assets (Continued)

The lease liability is remeasured when there is a change
in future lease payments arising from a change in an index
or rate, or there is a change in the Company’s estimate of
the amount expected to be payable under a residual value
guarantee, or there is a change arising from the reassessment
of whether the Company will be reasonably certain to
exercise a purchase, extension or termination option. When
the lease liability is remeasured in this way, a corresponding
adjustment is made to the carrying amount of the right-of-use
asset, or is recorded in profit or loss if the carrying amount of
the right-of-use asset has been reduced to zero.

In the statement of financial position, the Company presents
right-of-use assets within the same line item as similar
underlying assets and presents lease liabilities separately.

(B) Policy applicable prior to 1 January 2019

In the comparative period, as a lessee the Company classified
leases as finance leases if the leases transferred substantially
all the risks and rewards of ownership to the Company. Leases
which did not transfer substantially all the risks and rewards
of ownership to the Company were classified as operating
leases.

Where the Company has the use of assets under operating
leases, payments made under the leases are charged
to comprehensive income in equal instalments over the
accounting periods covered by the lease terms, except where
an alternative basis is more representative of the pattern of
benefits to be derived from the leased asset. Lease incentives
received are recognised in comprehensive income as an
integral part of the aggregate net lease payments made.
Contingent rentals are charged to comprehensive income in
the accounting period in which they are incurred.
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2. Significant accounting policies (Continued)
(f) Intangible assets

Intangible assets that are acquired by the Company are stated at
cost less accumulated amortisation (where the estimated useful
life is finite) and impairment losses.

Amortisation of intangible assets with finite useful lives is
charged to comprehensive income on a straight-line basis over
the assets’ estimated useful lives. The following intangible asset
with finite useful life is amortised from the date it is available for
use and its estimated useful life is as follows:
- Computer software 3 years

Both the period and method of amortisation are reviewed
annually.

Intangible assets are not amortised while their useful lives are
assessed to be indefinite. Any conclusion that the useful life of an
intangible asset is indefinite is reviewed annually to determine
whether events and circumstances continue to support the
indefinite useful life assessment for that asset. If they do not,
the change in the useful life assessment from indefinite to finite
is accounted for prospectively from the date of change and in
accordance with the policy for amortisation of intangible assets
with finite lives as set out above.

The carrying amounts of intangible assets are reviewed for
indications of impairment at the end of each reporting period.
An impairment loss is recognised in comprehensive income if
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. In assessing value in use, the
estimated future cash flows are discounted to their present value
using a discount rate that reflects current market assessments
of the time value of money and the risks specific to the assets.
An impairment loss is reversed if there has been a favourable
change in estimates used to determine the recoverable amount.

(g) Deposits, prepayments and other receivables

Deposits, prepayments and other receivables are initially
recognized at fair value. Receivables are thereafter stated at
amortised cost using the effective interest method, less loss
allowance, except where the effect of discounting would be
immaterial. In such cases, the receivables are stated at cost less

loss allowance.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

TR R MR (4B)

(Expressed in Hong Kong dollars)

(DL SIR)

2. Significant accounting policies (Continued)
(g) Deposits, prepayments and other receivables (Continued)

Receivables are stated at amortised cost using the effective
interest method less allowance for credit losses as determined
below:

The loss allowance is measured at an amount equal to lifetime
expected credit losses (“ECLs”), which are those losses that are
expected to occur over the expected life of the receivables. The
loss allowance is estimated using a provision matrix based on
the Company’s historical credit loss experience, adjusted for
factors that are specific to the debtors and an assessment of
both the current and forecast general economic conditions at the
reporting date. ECLs are remeasured at each reporting date with
any changes recognised as an impairment gain or loss in profit or
loss. The Company recognises an impairment gain or loss with a
corresponding adjustment to the carrying amount of receivables
through a loss allowance account.

The gross carrying amount of receivables is written-off (either
partially or in full) to the extent that there is no realistic prospect
of recovery. This is generally the case when the Company
determines that the debtor does not have assets or sources of
income that could generate sufficient cash flows to repay the
amounts subject to the write-off.

(h) Receipts in advance, accruals and other payables

Receipts in advance, accruals and other payables are initially
recognised at fair value and are subsequently stated at amortised
cost unless the effect of discounting would be immaterial, in
which case they are stated at cost.

(i) Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand,
demand deposits with banks and other financial institutions, and
short-term, highly liquid investments that are readily convertible
into known amounts of cash and which are subject to an
insignificant risk of changes in value, having been within three
months of maturity at acquisition.

(j) Income tax
The Company is exempt from Hong Kong Profits Tax by virtue of
Section 88 of the Hong Kong Inland Revenue Ordinance.
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2. Significant accounting policies (Continued)
(k) Provisions and contingent liabilities

Provisions are recognised for other liabilities of uncertain
timing or amount when the Company has a legal or constructive
obligation arising as a result of a past event, it is probable that
an outflow of economic benefits will be required to settle the
obligation and a reliable estimate can be made. Where the time
value of money is material, provisions are stated at the present
value of the expenditure expected to settle the obligation.

Where it is not probable that an outflow of economic benefits
will be required, or the amount cannot be estimated reliably,
the obligation is disclosed as a contingent liability, unless the
probability of outflow of economic benefits is remote. Possible
obligations, whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future events are
also disclosed as contingent liabilities unless the probability of
outflow of economic benefits is remote.

() Revenue recognition
Income is classified by the Company as revenue when it arises from the
provision of services in the ordinary course of the Company’s business.

Revenue is recognised when control over a product or service
is transferred to the customer, at the amount of promised
consideration to which the Company is expected to be entitled,
excluding those amounts collected on behalf of third parties.

Where the contract contains a financing component which
provides a significant financing benefit to the customer for more
than 12 months, revenue is measured at the present value of
the amount receivable, discounted using the discount rate that
would be reflected in a separate financing transaction with the
customer, and interest income is accrued separately under the
effective interest method. Where the contract contains a financing
component which provides a significant financing benefit to the
Company, revenue recognised under that contract includes the
interest expense accreted on the contract liability under the
effective interest method. The Company takes advantage of the
practical expedient in paragraph 63 of HKFRS 15 and does not
adjust the consideration for any effects of a significant financing
component if the period of financing is 12 months or less.

Further details of the Company’s revenue and other income
recognition policies are as follows:

(i) Service fee income is recognised when application fees for
mediation services are received or in-house mediation services
are arranged.

(ii) Interest income is recognised as it accrues using the effective
interest method.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

TR R MR (4B)

(Expressed in Hong Kong dollars)

(DL SIR)

2. Significant accounting policies (Continued)
(m) Contributions from founder members

Contributions from founder members are recognised in the
statement of financial position initially when there is reasonable
assurance that they will be received and that the Company will
comply with the conditions attaching to them if any. Contributions
are recognised in comprehensive income on a systematic basis
over the periods in which the Company recognises as expenses
the related cost for which the contributions are intended to
compensate.

(n) Employee benefits

Salaries, annual bonuses and variable pay, paid annual leave,
contributions to defined contribution retirement plan and the cost
of non-monetary benefits are accrued in the period in which the
associated services are rendered by employees. Where payment
or settlement is deferred and the effect would be material, these
amounts are stated at their present values.

(o) Related parties
(A) A person, or a close member of that person’s family, is
related to the Company if that person:

(i) has control or joint control over the Company;

(i) has significant influence over the Company; or

(iiiy  is amember of the key management personnel of the
Company or the Company’s parent.

(B) An entity is related to the Company if any of the following
conditions applies:

(i)  Theentity and the Company are members of the same
group (which means that each parent, subsidiary and
fellow subsidiary is related to the others).

(i) One entity is an associate or joint venture of the other
entity (or an associate or joint venture of a member
of a group of which the other entity is a member).

(iii)  Both entities are joint ventures of the same third
party.

(iv)  One entity is a joint venture of a third entity and the
other entity is an associate of the third entity.

(v)  The entity is a post-employment benefit plan for the
benefit of employees of either the Company or an
entity related to the Company.

(viy The entity is controlled or jointly controlled by a
person identified in (A).

(vii) A person identified in (A)(i) has significant influence
over the entity or is a member of the key management
personnel of the entity (or of a parent of the entity).

(viii

The entity, or any member of a group of which it is a
part, provides key management personnel services
to the Company or to the Company’s parent.
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2. Significant accounting policies (Continued)
(o) Related parties (Continued)

Close members of the family of a person are those family
members who may be expected to influence, or be influenced by,
that person in their dealings with the entity.

3. Revenue

The Company’s principal activities are to provide mediation and
arbitration services to financial institutions (which are members
of FDRS) and their customers for the resolution of monetary
dispute.

The amount of each significant category of revenue recognised during the year are as follows:

FEANCERNSEEBNARNNHEBENT :

Application fee for mediation service 8 % IR % €8 55
In-house mediation service 7~ A ) 12 & 69 58 7 IR 7%

Total 2 %8

4. Other revenue

Renewal fee for FDRC List of Mediators/Arbitrators
Rt ETARE /MR EBENERE
Room rental income & & A & WL A
Interest income &l 8 L A

Sundry income % 18 IX A

5. Deficit

Deficit is arrived at after charging:

(a) Finance cost &l & B 7~ :

Interest on lease liabilites #HE & & F 2

Note: The Company has initially applied HKFRS 16 using the
modified retrospective approach. Under this approach, the
comparative information is not restated. See note 2(c).
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2019 2018
$ 4200 $ 3,000
24,000 -
$ 28,200 $ 3,000
4. Hithlg A
2019 2018
$ 6,400 $ 2,800
283,850 318,140
741,190 730,283
20,500 9,250
$ 1,051,940 $ 1,060,473
5. B518
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2019 2018

$ 159,498  § -

$ 159,498  § -

IR FRIEERBENABRENEBRAT (FE
MBBREERA) F163% - REBJD A FRFAX
HIEBRBBRETEL - BRMEE2(c)




NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

B ERRMIEE (48)
(Expressed in Hong Kong dollars)
(ABHEEZITR)

5. Deficit (Continued)

(b) Staff costs B T B &

Salaries, wages and other benefits Hi & «~ T & 50 E 2 iig
Contributions to defined contribution retirement plan 5% %€ 1 71 iB 1K 51 &l {£ X

(c) Other items EL 1 18 B
Operating lease charges in respect of office premises
MAEMENKEHREER
Auditors’ remuneration 1% £ Bl Bl &
Depreciation on 3T &

- owned property, plant and equipment B B ¥ & ~ B & 0

- right-of-use assets 1 F8 #€ &
Amortisation 2 4

Other administrative and operating expense E i T R i & & B

6. Directors’ emoluments

Directors’ emoluments disclosed pursuant to section 383(1) of
the Hong Kong Companies Ordinance and Part 2 of the Companies
(Disclosure of Information about Benefits of Directors) Regulation
are as follows:

Salaries and allowances % & 0 2 Bt
Performance-based bonus & % & &
Retirement scheme contribution iR {K 5t & £ ¢

All directors’ emoluments disclosed above were paid to or
receivable by the executive director(s) in respect of services
rendered as executive(s) of the Company.

5. 818 (8)
2019 2018
$ 502539 $ 5,470,530
125,842 138,949
$ 5,151,232 $ 5,609,479
$ - $ 3,423,168
133,100 129,868
5% 51,881 71,995
3,298,117 -
181,102 170,242
2,605,257 2,528,658
$ 6,269,457 $ 6,323,931

6.EEME
RBEE (ATEHF) $£383(1)ERE 28 (AT
(REESNRENRA) IIRNESHESOT -

2019 2018
$ 1,573,860 $ 2,119,707
198,702 83,390
18,000 19,500
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7. Property, plant and equipment 7.99% « BMEMRMRE

(a) Property, plant and equipment QWE BEMNZXE
Computer Properties
Leasehold  Furniture and Office equipment leased for
improvements fixtures equipment  and software own use Total
HEXZE &R MAZRE e e HEEBAN* FLE
Cost A & : REFEHE Rt
At 1 January 2019 $ 3,032,964 $ 261,225 § 414,787 $ 1,644,681 $ - $ 5,353,657

Re2o019F& 1818

Impact on initial application

of HKFRS 16 (Note) - - - - 4,672,333 4,672,333
BERNEA(EBUMBRESE

AlY B16ROEE (X&)

At 1 January 2019 $ 3,032,964 $ 261,225 $ 414,787 $ 1,644,681 $ 4,672,333 $ 10,025,990
721 I = =20 T = T =

Additions 1% & - - - 143,630 - 143,630
Write-off 3 $5 . _ B} ) B .

At 31 December 2019 $ 3,032,964 $ 261,225 $ 414,787 $ 1,788,311 $ 4,672,333 $ 10,169,620
L IR = =00 1720 = T T T =

Accumulated depreciation

REIE -

At 1 January 2019 $ (3,032,964) $ (260,770) $  (392,065) $ (1,576,358) $ - $ (5,262,157)
R2019F 1818

Charge for the year - (210) (13,631) (38,040)  (3,298,117)  (3,349,998)
rEEHRE
At 31 December 2019 $ (3,032,964) $  (260,980) $  (405,696) $ (1,614,398) $ (3,298,117) $ (8,612,155)

R2019F 128310 e e e s oo e

Net book value & & % & :

At 31 December 2019 $ -$ 245 $ 9,091 $ 173,913 $ 1,374,216 $ 1,557,465
R2019F 128318




NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

Es R M (48)

(Expressed in Hong Kong dollars)

(Bl SR)

7. Property, plant and equipment (Continued)

(a) Property, plant and equipment (Continued)

Cost B, & :

At 1 January 2018
R2018FE 1818

Additions 12 &
Write-off ;i §5

At 31 December 2018
R2018F 128318

Accumulated depreciation

RETHE:

At 1 January 2018
R2018FE 1818

Charge for the year
AEEFRE

At 31 December 2018
R2018F 128318

Net book value

RREFE :

At 31 December 2018
R2018F 128318

7.9% - BENRR (8])
@ME-BENRKE (8)

Computer

Leasehold Furniture and Office equipment
improvements fixtures equipment and software Total
HEXE GRRETXRE WAFRNE EHRBERE M o]
$ 3,032,964 $ 261,225 $ 411,889 $ 1,611,781 $ 5,317,859
- - 2,898 32,900 35,798
$ 3,032,964 $ 261,225 $ 414,787 $ 1,644,681 $ 5,353,657
$ (3,029,075) $  (260,560) $  (378,084) $ (1,522,443) $ (5,190,162)
(3,889) (210) (13,981) (53,915) (71,995)
$ (3,032,964) $ (260,770) $  (392,065) $ (1,576,358) $ (5,262,157)
$ - $ 455 $ 22,722 $ 68,323 $ 91,500




7. Property, plant and equipment (Continued)
(b) Right-of-use assets (the “ROU assets”)

The analysis of the net book value of right-of-use assets by
class of underlying asset is as follows:

Properties leased for own use, carried at depreciated cost

DFERTAROTIFERNE

The analysis of expense items in relation to leases recognised
in profit or loss is as follows:

Depreciation charge of right-of-use assets by class of
underlying asset

RENEEYENTRAREENEER
- Properties leased for own use F{E B A1) %

Interest on lease liabilities (Note) H E B & A 8 (FF )

Total minimum lease payments for leases previously
classified as operating leases under HKAS 17
BEIER (EBEFHERN) E17TRI/BRIEE
HENREBERENMRE

Note: The Company has initially applied HKFRS 16 using the
modified retrospective approach and adjusted the opening
balances at 1 January 2019 to recognise right-of-use
assets relating to leases which were previously classified
as operating leases under HKAS 17. After initial recognition
of right-of-use assets at 1 January 2019, the Company as
a lessee is required to recognise the depreciation of right-
of-use assets, instead of the previous policy of recognising
rental expenses incurred under operating leases on a
straight-line basis over the lease term. Under this approach,
the comparative information is not restated. See note 2(c).

During the year, additions to right-of-use assets were
$4,672,333. This amount included the capitalised lease
payments payable under tenancy agreement.

Details of total cash outflow for leases, the maturity analysis
of lease liabilities and the future cash outflows arising from
leases that are not yet commenced are set out in cash flow
statement and note 11 respectively.

7. 9% BEANERE (8)
bEREEE

RENEESRHCAEREENREFESNE
W -

31 December 2019 1 January 2019

20194E12831H 20194E1A1H

$ 1,374,216 $ 4,672,333

BEEIREZNHEERNXEEE I MEIW
T

2019 2018

(Note /# #)

$ 3,298,117 $ -

159,498 N

- 3,423,168

AR RZIZ-NE—-—R—B '3 RIEEBERK
SEINEMENKBRABIT (FEMBREER)
F16k  ANECONMORBETRE  UH
ZERE (FREHEN) F17TRKIBRKE
EHENHERREEAREE -RZZ—NE—
E—OHERREEETNBERR  ARTF
REBARERCERREENNE  MIFRRIL
NN REEEAAMNEREZEREEHEENTA
EER REBBEHE FRILRHERARE
TEM - BEMEE2(c)

AEEGEREEE®N4,672,333T ° A%
BERBHEEHRERIINELRLBAENME -

BARENEEELENHERESAERENEE
EENIMINMRARREAREOFR/IBNRR
ERERTME 118 -




NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
EGESEIEERE))

(Expressed in Hong Kong dollars)

(MBE5IR)
8. Intangible asset 8. BIEE
2019 2018
Cost B, & :
At1January )R1B8 18 $ 1,101,646 $ 1,047,195
Additions 1% & 61,875 54,451
At 31 December )R 128318 $ 1,163,521 $ 1,101,646
Accumulated amortisation 2 51 5 :
At1January [R1 8 18 $ 808,191 $ 637,949
Charge for the year & £ [Z # §5 181,102 170,242
At 31 December f2 128318 989,293 808,191
Net book value iR & )% & :
At 31 December [ 128318 $ 174,228 $ 293,455
9. Deposits, prepayments and other receivables 9.1RE  FEITHAEthEW
2019 2018

Deposits 1% & $ 1,040,424 $ 1,102,299
Prepayments & {3 X 146,738 225,712
Other receivables E ftt fE UX 5R 29,866 253,676

$ 1,217,028 $ 1,581,687
Disclosed as I & & :
Non-current assets 3F 7% ) & &= $ - $ 6,692
Current assets /7t ) & & 1,217,028 1,574,995

$ 1,217,028 $ 1,581,687

The amount of the Company’s deposits and prepayments AR TEFRE—FERNOFIBIAHAINEESR
expected to be recovered or recognised as expense after more TENUMBBARAEST(ZZET—/\E :6,6927) »
than one year is $ nil (2018: $6,692) and is disclosed under BERIERBEE - IBEEMIRE - BUMRNEME
non-current assets. All of the other deposits, prepayments and WM B IR —FANOKER A X ©

other receivables are expected to be recovered or recognised as

expense within one year.




10. Cash and cash equivalents

Cash and cash equivalents comprise:

Cash atbank andon hand SR IT AR &

Time deposits with original maturity of less than three months

REMROIR=ZBRZEHBREM

Cash and cash equivalents IR SIS BEY

11. Lease liabilities

The following table shows the remaining contractual maturities
of the Company’s lease liabilities at the end of the current and
previous reporting periods and at the date of transition to HKFRS
16:

31 December 2019

10. REFNRELEEDY

RENRESEMBE
2019 2018
$ 1,188,931 $ 1,563,371
10,500,000 19,500,000
$ 11,688,931 $ 21,063,371
11. 75818

TREIITFARIHEEBEFBEHBENL—R
SHRURBEZE (ZERMBRSER) F16KR
BORMBRESEMAR :

1 January 2019 (Note) 31 December 2018 (Note)

20196 12H31H 20191518 (##) 20184128310 (##)
Present Present Present
value of the Total lease value of the Total lease value of the Total lease
lease payments payments lease payments payments lease payments payments
HEMH HENMH HENMH HE HEMH HEAN
2B E AEE 2B E ek 2B E B
$ $ $ $ $ $
Within 1 year 1,340,101 1,426,320 3,332,232 3,423,168 - -
1ER
After 1 year but within 2 years - - 1,340,101 1,426,320 - -
L = (= =
1,340,101 1,426,320 4,672,333 4,849,488 - -
Less: total future interest expenses (17,657) (177,155) -
B BRIEBZERE
Present value of lease liabilities 4,672,333 -

HEBEBZRE

Note: The Company has initially applied HKFRS 16 using the
modified retrospective approach and adjusted the opening
balances at 1 January 2019 to recognise lease liabilities relating
to leases which were previously classified as operating leases
under HKAS 17. Comparative information as at 31 December
2018 has not been restated. No lease was previously classified
as finance under HKAS 17. Further details on the impact of the
transition to HKFRS 16 are set out in note 2(c).

1,408,663

IR RZIZE-NE-RBR—B8 ARTEEBKE
SINEMENBRET (FBUBFRSER) F16
WoOAHEBNMYRBETRE  UHZARE
(FEEBEHHER) S1TRRIDEAKEHRENE
ERBBEEAER FARIRBHE_E-N\E+ZAH
St BNLEBRERETEL - ARFRBZAR
B(EBEHEL) F1TRBKI/ERAMEHENA
E-EHBEE(SEMBERSER) F16RNOT
ENE—SFBHRMEE2(c) °




NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

TR R MR (4B)

(Expressed in Hong Kong dollars)

(DL SIR)

12. Accruals and other payables

Accruals & 5t 118
Other payables E i f& {3 SR 18

Disclosed as X & /& :

Current liability 7% 81 & &

All of the accruals and other payables are expected to be settled
within one year or are repayable on demand.

13. Capital and reserve

(a) Share capital and members

The Company is a non-profit making company limited by
guarantee and therefore does not have any share capital. Under
the provisions of the Company’s Articles of Association, every
member shall, in the event of the Company being wound up,
contribute such amount as may be required to meet the liabilities
of the Company, but not exceeding $100 each.

The founder members of the Company are the Under Secretary
for Financial Services and the Treasury (“USFST”), the Hong Kong
Monetary Authority (“HKMA”) and the Securities and Futures
Commission (“SFC”).

(b) Capital management

The Company defines “capital” as the reserves maintained by
the Company. On this basis the amount of capital employed at
31 December 2019 was $30,372,722 (2018: $40,872,769). The
Company’s primary objectives when managing capital are to
safeguard the Company’s ability to continue as a going concern.

The Company regularly reviews and manages its capital structure
to ensure effective use of reserves and the sound financial status
of the Company. Under the Terms of Reference for the Company
in relation to the FDRS, the Financial Services and the Treasury
Bureau (“FSTB”), the HKMA and the SFC shall fund the set-up
costs and the operational costs of the Company in the first three
years, i.e. from 1 January 2012 to 31 December 2014. To allow
more time for the Company to carry out its consultation study on
funding formula, however, the three funding parties agreed that
the Company may use its accumulated surplus and their funding
commitments to sustain the operation of the Company after 31
December 2014 until around 2021/2022.

12, FEEHFRIAAD K fth & 3 3R

2019 2018
$ 1,304,267 $ 1,115,244

52,000 42,000
$ 1,356,267 $ 1,157,244
$ 1,356,267 $ 1,157,244

BB RENEMCECRBARIR-—FEABER
BREBXREE -

13. BT &

@QBANHKE
ANIBMUERBERLAIEAKRILNFELFHKE
R W EETRS - RBALAINLATHEBEREM
BlEX WAL BEREZFE  ZHREVEREIEE
TENBREE  LENEXLAINEE ' BBHE
NEEBEASEBB100T °
ARINEWREPNRUREBRERTS - FB
THEERS( TEEBR., RESRPESHERE

BE8("/EE, )

b EXEE

APRIK "TELX, RERBEARIBTENEE o &
WEEHE RZIE-NE+ZB=+—BMHESF
%8/30,372,72275(20185F : 40,872,7697T) ©
AR EBEFANFTEENEREALRITTFER

o

FAPNVETHRIRERBESLAELE  LERES
WERRBREILINVHMMKREBRE - BREAAT
MABHBGTIUNRBERED  UESEREER
TERREEERNFARAIEZE(AIBZ-E—Z
F—B—BE_Z—WOE+-A=+—HLE)BA
UBAREERX BARAFIAIRHEABEBER
HUEHNZETBAWE  ZBLEHERARER
FRINBHBRRVYBFRE  UENEFAAIRZ
E-NE+_-_B=+—BEZZE”-_—/_ZS”__FH8
B 6y EE o



13. Capital and reserve
(b) Capital management (Continued)

Upon the implementation of its funding formula and subject to
the results of the consultation, the Company shall be funded
by the members of the FDRS, as part of the financial industry’s
commitment to the general public to resolve disputes in a fair
and efficient manner.

The Company was not subject to externally imposed capital
requirements.

14. Financial risk management and fair values
Exposure to liquidity, credit, interest rate and currency risks
arises in the normal course of the Company’s business.

The Company’s exposure to these risks and the financial risk
management policies and practices used by the Company to
manage these risks are described below.

(a) Liquidity risk

The Company’s policy is to regularly monitor current and
expected liquidity requirements to ensure that it maintains
sufficient reserves of cash.

The following table represents the earliest contractual settlement dates
of the Company’s financial liabilities at the end of reporting period:

13. EARA G R

BEXEER)
EERMELSERRIRRBILGR  BEFEN
MERRAIARIRHEES  UBERSANEMULES
BOORRARERAUMDORE -

AR BAEBTIHEHITUINELTRE °

14. ERERERNRAAEE
ANYBEEEEBRBREPES
MENEBRRE -

//|§ZJ %‘Eg‘

ARTHELEARBRNRERURAEEELRARPA
RBRNERNEARBREERRNEBEBEHEINRTX

/;lh@ﬁ%ﬂpe
ZSBE_IBQLBU&E HEERBFREANRDE
K DUERESKRBORZER -

TREMSIRBSEMATAIVBRBENRRITN
fsEBM :

2019 2018
Carrying Within 1 year More than Carrying Within 1 year More than
amount  or on demand 1 year but less amount  or on demand 1 year but less
KRELE 1EA S than 5 years KREZHE TER B than 5 years
BREREE 1EEEER BREXEE 1EREER
Lease liabilities $ 1,408,663 $ 1,408,663 -$ -$ -8 -
HERE
Accruals and other payables 1,356,267 1,356,267 - 1,157,244 1,157,244 -
FE 5t 7% 18 70 E fb & 19 X
$ 2,764,930 $ 2,764,930 -$ 1,157,244 § 1,157,244 § -
(b) Credit risk b EE R &
The maximum exposure to credit risk is represented by the AR I RSNEAEESEREEEILKREESRE
carrying amount of each financial asset in the balance sheet TOIZESNEEEINRETONELBRNEETS
after deducting any impairment allowance. £8 o
The Company’s credit risk is primarily attributable to cash AAINEERBEEITEREBRITREEN BT
placed with banks and deposits and other receivables. At year EMEWIN - REEKELD BRBEBEREERR

end, the credit risk is not significant as the cash was placed
with reputable banks. The management monitors the credit risk
associated with cash placed with banks and deposits and other
receivables on an ongoing basis. No amounts of deposits and
other receivables are past due or impaired.

SREERBORT At FRINBEARA
K- EEEBESRBEEERTREGMN KREWH
HEAREBNEERAR FAFLEETEHRA
CRAENRENEMBEER -




NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

HITsER R MR (4B)

(Expressed in Hong Kong dollars)
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14 .Financial risk management and fair values (Continued)
(c) Interest rate risk

The Company is exposed to interest rate risk only to the extent
that it earns bank interest income on cash deposited in savings
and fixed deposits accounts. As at 31 December 2019, the
Company was not exposed to significant interest rate risk arising
from cash deposited in savings and fixed deposits accounts.

(d) Currency risk

As all the Company’s financial assets and financial liabilities are
denominated in Hong Kong dollars, the Company is not subject to
any currency risk associated with them.

15. Commitments
At 31 December 2018, the total future minimum lease payments
under non-cancellable operating leases are payable as follows:

Within 1 year 1 £ "
After 1 year but within 5 years 1E & B5FE R

The Company is the lessee in respect of the office premise held
under leases which were previously classified as operating leases
under HKAS 17. The Company has initially applied HKFRS 16
using the modified retrospective approach. Under this approach,
the Company adjusted the opening balances at 1 January 2019
to recognise lease liabilities relating to these leases (see note
2(c)). From 1 January 2019 onwards, future lease payments
are recognised as lease liabilities in the statement of financial
position in accordance with the policies set out in note 2(e), and
the details regarding the Company’s future lease payments are
disclosed in note 11.

16. Material related party transactions

(a) Transactions with key management personnel

The emoluments of key management personnel who are directors
of the Company is disclosed in note 6 which includes fees,
salaries and allowances, bonus, retirement benefit contribution
and payment in lieu of notice, if any.

(b) Transactions with other related parties

During the year, the Company entered into the following material
related party transactions:

Contributions from founder members Bl i 5 E 89 £ &

14.2RERSENRAABEGE)

CEIES:N
APNIRZHNANXREBERFERENBRENTHER
FONREGFMMBENBITANINA -R-ZE—
NE+ZB=+—8B AR ERHNBEENTETHSF
MEONRETARZIEANMNERR o

0 EBEAR
BRAQRIVFAEENEENSHABINBEI
B ALUBARLULRZECELRAR -

15. &iE
RZE-N\E+ZB=1+—8"' BREATBRRNHK
EHETHRBENORERAENNBRRLT

2018
$§ 3423168
2,852,640

$ 6,275,808

ARIRZARE (FESHER) B17TRKIE
AREEHENHEMBFENPLIEMNHEBA - F
NRICBBREEITNERNEZNERBT (FBUH
WEER) 163k - REBIDHE FRIR-E—
NE-R—BHMOBRBETHE  UHIZARE
(BEBESER) F1TRBRI/ERCEHNENEE
BREEEB(SEWFE2(¢)) - BZE—NE—B
—BE - REEEZ2(ec)RENHEK - REXBELR
EMBRRRPERATBERE BERFTRAITRR
HECTROFRRME 11 PIRE -

16. EXFM AR5

QENREEBABNRS
ZANINEREBAETRITES  EHMEE
RIWSTePHE HEPEEHE F 2L
v BRIAERFENRBNES(WE) -

O REMEBELINRS
FATREEAETNEIERBHZBOT :
Note fif it

2019 2018




17. Possible impact of amendments, new standards
and interpretations issued but not yet effective for
the year ended 31 December 2019

Up to the date of issue of these financial statements reinstatement
costs, the HKICPA has issued a number of amendments and a
new standard, HKFRS 17, Insurance contracts, which are not yet
effective for the year ended 31 December 2019 and which have
not been adopted in these financial statements. These include
the following which may be relevant to the Company.

Amendments to HKFRS 3, Definition of a business
(BEBUBHRSER) E3ROVBET—
TEBNTER .

Amendments to HKAS 1 and HKAS 8, Definition of material
(SBZFTER) 15710 (FEZHEL)
ERMBEI— "EEUTEE

The Company is in the process of making an assessment of what
the impact of these developments is expected to be in the period
of initial application. So far it has concluded that the adoption
of them is unlikely to have a significant impact on the financial
statements.

18. Comparative figures

The Company has initially applied HKFRS 16 at 1 January 2019
using modified retrospective approach. Under this approach,
comparative information is not restated. Further details of the
changes in accounting policies are disclosed in note 2(c).

17. EFHmERAEBE-S-NE+ZA=+—BL
FEEMNET  FEVNRBUAEBRNZE

BETHMBBRRINED TESHOLESERED
FRAEESEE_Z-NE+-R=+—BLEEHX
S8 NREEFTHMBRREANBIR—EHE
Bl (BERMBBREER) S178% "REBSH. -
EUENBEBETITHEFIAIEHRNES -

Effective for accounting periods beginning on or after

EUTEMARERABNSSTHEEN

1 January 2020
20201818

1 January 2020
20201818

FRYEEFEELATHNBRABBNEE -

HEZBp AL AN BEEMELBITRAT4E
EHUEBRELEEAFE -

18. LEB#F
APRIAER-ZE—NE—B—BEBREITNEMN

EHNBRAT (BRMBRSER) 163 - RIB
ZHhE FRYLRHEBERETEL - BEEX
NRYSHHREBNEMFBEHRME2(c)
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