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ABOUT FDRC

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.
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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 only, are members of the FDRS.

The operation of the FDRS and the FDRS Guidelines on Intake Criteria of Cases (“Intake Criteria”) are governed by the
Terms of Reference (“ToR”).

The ToR was revised in accordance with the Consultation Conclusions on "Proposals to Enhance the Financial Dispute
Resolution Scheme" ("Consultation Conclusions"), the implementation of which was effective in phases from 1 January
2018 onwards.

For ease of reference, the service enhancements are outlined in page 28 of this annual report. A full version of the revised
ToR is available at the FDRC website at www.fdrc.org.hk. With effect from 1 January 2018, some key requirements of the
Intake Criteria of the revised ToR include:

Standard Eligible Disputes

e An eligible claimant is an individual, a sole proprietor or a small enterprise*;

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

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

e 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 lodges a written complaint;

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

e 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

e The claim can be the subject of court proceedings but there has not been a decided judgment on the same claim.

Extended Eligible Disputes

e 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.

* The implementation of the terms in relation to small enterprises will take effect from 1 July 2018.
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N MISSION
{ H[]

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.

TENTERAE RO NN RABURARABNRBRP
HNHBEZERS  BOTENEMEBRASFEREACBNE
BEE -

INV/

]LL@ /%\ VISION

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 expanding our service
scope and engaging stakeholders of the financial industry.

\
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THE GUIDING
‘ PRINCIPLES
/IN /N
Independence
- v

To provide and operate an independent dispute resolution
scheme for financial institutions and their customers.
BEREBERETFREAREEBIIMNFERBAE -

QL Q) Impartiality
) BE

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

EHBREHPTIRRANER L TR NG EARER

HER -
Ga
O Accessibility
E#E

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.

HETRMERE  ZREBNFERAESR AEAERMERK

SRBEIEHR -
@ Efficiency
B8

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

BREAIEVERRBIHAER -

| Transparency
=) 85

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.
ERESBFEN  STUHEESLR ZHREBEEEETE
MREREELRNEHET -
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CHAIRMAN’S
MESSAGE

| am very pleased and honoured to succeed Professor Teresa Cheng as the Chairman of the FDRC earlier this year.
Professor Cheng had made many valuable contributions since our establishment in 2012, and her leadership ensured our

smooth operation and profile.

Professor Cheng also spearheaded important service enhancements which were implemented on 1 January 2018. With
these enhancements, we are better equipped in serving financial institutions and their customers in resolving financial
disputes. The increase in the maximum claimable amount to HK$1,000,000 and the extension of the limitation period to 24
months are amongst the notable features, and we are able to provide services in resolving claims which are beyond the
original Intake Criteria. We are dedicated to reviewing, updating and improving our services in a timely manner in order

to cope with the needs of our users.

In recent years, financial institutions are making more use of mediation as a means to resolve disputes with their
customers, and we have been ever relentless in promoting mediation to the industry and the community. In 2017,
we continued promoting our services through conducting seminars to the financial institutions, providing continuing
professional development courses to the industry associations, delivering briefings to the District Councils and other

interested bodies, and participating in exhibitions organised by the Investor Education Centre and in other major events.

As the new Chairman, | will continue to reinforce our mission and vision, which is to be a leading provider in Hong Kong in
helping resolve financial disputes between financial institutions and their customers. | thank fellow directors, committee
and tribunal members, and our dedicated staff in doing their utmost in providing quality service to the community. I look

forward to your continued support.

Chairman

ANNUAL
REPORT
2017



BFERERRERAFYRELERFRATERUNABRDOLIR - SABPOR
20128 LR BERAABPOEHTEENER  EHNEETARD LGSR
RAYREFRYR -

BHARTERARPLETERNRBELE  AHEITER2018E 15 1HET - HELE
AVHBPOABEENGNE  REMBBERERFRASHMIE - EPIENRMLA
HEEFREERFREER 00ETREHRRNERAREZ24ER - EELRLE
AT BREALALNA-LBEREE (BEXRXBER) WRRREHRE - #@BDLEE
BIAORT  ERRELEMANRE LT RENEE ERTE -

EE - SHBRBCRSRAARCALRERPCHABRARINAN  MARFLOTEN
AEhMeBERRAREEAMBE - £20175 ARPLEEEBENCRMIER
B RUEXAFEIXFRE)  ZYEZEREBERNNREN2EAREERF
FORRCREEFSREMARESDS  DERAETONRE -

ERFEER REEBEYEMRHARDONEIRAE  ARTERHEBASRHKE

BEHRPCANEEFERBNEEE - ARFARPLONEZRAR RRZESRER
ERENARPOBERENE  ALSRUBENRY - RBGLNFESS -

ES

il
@ A
ol
of v




u

g
ﬁ_

CHIEF
EXECUTIVE
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REPORT

As mentioned last year, the FDRC had conducted a consultation on service enhancements in the
4th quarter of 2016. The FDRC, after taking into account all the collected views, announced the
Consultation Conclusions in August 2017. Several briefing sessions were then held for the banking
and the securities industries, as well as the mediators and arbitrators on the FDRC Lists, for
the purpose of promoting the proposal. With the co-operation and assistance from the industry
associations, the revised ToR was finalised and issued on 13 December 2017.

The revised ToR is effective from 1 January 2018. The major features are (i) raising the maximum
claimable amount limit from HK$500,000 to HK$1,000,000; and (ii) extending the limitation period from
12 months to 24 months. Further, if the parties mutually agree, the FDRC would provide flexibilities in
accommodating their dispute resolutions at the FDRC. The inclusion of small enterprises as a claimant
is also a step forward in the FDRC service, which will become effective from 1 July 2018. Given the

service enhancements, the FDRC anticipates a gradual increase in cases.

As the financial environment is relatively stable over the last two years and together with other
factors such as the strengthened supervisory effort by the regulators and the enhanced compliance
performance by the financial institutions, both enquiries and cases received during 2017 were not
as many as that of 2016. Thanks to the high professional standard of our mediators/arbitrators and
staff, the FDRC was able to maintain mediation success rate and users’ satisfactory rate at about
80% to 90% level in 2017.

In 2017, we continued to promote our services to different sectors of the community. Apart from
organising seminars to the financial industries, the FDRC participated in major exhibitions (including
the Hong Kong Money Month 2017 of the Investor Education Centre) to the general public. The FDRC
also revisited District Councils and provided talks to NGOs. In total, the FDRC conducted 41 various

activities and events to promote the services of the FDRC in 2017.

The FDRC has always paid attention to enhance staff professional knowledge and skills in dispute
resolutions, so as to achieve productivity and improve our service quality. The organisation structure
was streamlined during the year. The operating costs in 2017 were further reduced compared with

those of previous years. The operations of the FDRC have thus been more effective and efficient.

All in all, 2017 was a notable year for the FDRC. The FDRC was able to complete the service
enhancements task with the valuable advice and guidance from the Board of Directors, the
contribution from the members in the various FDRC Committees and the Tribunal, and the dedication
from the colleagues. | am grateful to the banking and the securities industries and the mediators
and arbitrators on the FDRC Lists for their co-operation and understanding in the process. With the

enhanced service in place, the FDRC looks forward to serving our users better.

Chief Executive Officer
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THE
BOARD OF
DIRECTORS

F & Chairman

Mr Dieter YIH, s
ERRAL »

e Hong Kong Practicing Solicitor

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

e Convenor, Investigation Panel, Hong Kong Institute of Certified
Public Accountants

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

Chairman, King’s College London Hong Kong Foundation

BBREED

EERGFLTEEERE

EAEGHMAGRENBEA

BBEREAZEEGRTRE

HEMEREGEE

AEABHERREKHEZEZESRE

RAREEREBAESEERE

Mr Dieter YIH was appointed with effect from 12 January 2018.
EREAINR_FE-N\F—AT_HEZF -

E = Director

Mr Joseph CHAN Ho-lim, s
BRIE R A o

e Under Secretary for Financial Services and the Treasury,
HKSAR Government
ERERAITHERRVRZEREERABR

Mr Joseph CHAN was appointed with effect from 16 August 2017.
BERAENR_E—tHENNATNHEZE( -
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E = Director

Ms Carmen CHU,
RUBLL -

e Executive Director (Enforcement and AML),
Hong Kong Monetary Authority
o EHCHEERPERAT (ERRTRELER)

Ms Carmen CHU was appointed with effect from 12 December 2017.
KUALLIR_F—tHE+_AT_HEZE -

EZ Director

Mr Paul YEUNG
BEIR I E

e Senior Director & Commission Secretary,
Securities and Futures Commission
o EEHERNPEEHEREZEERRLERNER

Mr Paul YEUNG was appointed with effect from 4 November 2017.
BEREER _FE—tH+—AHAEZES -

£ Director

Mr Philip LEUNG Kwong-hon
RIOCESTE

e Past Vice-Chairman, Hong Kong Consumer Council

Senior College Tutor, Wu Yee Sun College,

The Chinese University of Hong Kong

Director, Internet Society Hong Kong

BEBHEEERZREQRER
BBRXRBREREREREREH

EROMBEREES

E = Director

Mr Frederick KAN Ka-chong
CES Pk

Senior Partner, Fred Kan & Co.
Chairman, The Belt and Road Committee,
The Law Society of Hong Kong

o HREEMTAREBA
FEENE—F—BEEEIR
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EF Director

Mr TONG Hon-shing
BRI L

e Deputy Chief Executive & Chief Operating Officer,
The Bank of East Asia, Limited

e Member, Banking Industry Training Advisory Committee,
Education Bureau

e Honorary Treasurer, Executive Committee of The Hong Kong Institute
of Bankers

e RNRITARARBTHANREELAR

* FERRTERIZAEEEGRE

e BEHRTEGVEGLETR

&% Director

Mr Gary CHEUNG
Bt

e Chief Executive Officer, CSL Securities Limited
e Chairman, Hong Kong Securities Association

* REBRARTHAR

s ABEFEBEEE

Mr Gary CHEUNG was appointed with effect from 1 March 2018.
EREAEERZFT-NE=F—HEZF -

&= Director

Mr Anthony NG Tze-wai
RFETE

e Chief Executive Officer, FDRC
o SRAUNABPOTHAER
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BIEE Immediate Past Chairman

Prof Teresa CHENG Yeuk-wah, css, sc, Jp
BEFEHUR oss sc, 0P

Prof Teresa CHENG Yeuk-wabh retired with effect from 4 January 2018.
BEEARR_F—/\F—F A -

BIZ% Immediate Past Director

Mr James H LAU Jr,
BB TE »

e Past Under Secretary for Financial Services and the Treasury,
HKSAR Government
s IERRITHRRENVKEBEREBREBR

Mr James H LAU Jr retired with effect from 1 July 2017.
BleMAELER T —tELH—HHE -

BIZ % Immediate Past Director

Ms Meena DATWANI,
SEW L »

e Past Executive Director (Enforcement and AML),
Hong Kong Monetary Authority
s NIFHCRATERNELY (FRARITBELARE)

Ms Meena DATWANI retired with effect from 12 December 2017.
BYWLL R _F—tE+_A+_AHE -
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THE
BOARD OF
DIRECTORS

BIZ 3 Immediate Past Director

Mr Greg HEATON

e Past Senior Director (Licensing, Intermediaries),
Securities and Futures Commission
s FIBSRBESHERZESaRBE(EER  PNRET)

Mr Greg HEATON retired with effect from 15 June 2017.
Greg HEATONS AR —F—tFENA+EHHE -

BIZ$E Immediate Past Director

Mr Eugene GOYNE
IFIxEE

e Past Strategic Operations Coordinator & Senior Director,
Enforcement, Securities and Futures Commission
s HIBS R ESHERZEE AT I RBEERS RS RRAE

Mr Eugene GOYNE was appointed with effect from 7 July 2017 and retired
with effect from 4 November 2017.
AFTAER_FE—tHFtAtHEZFAT R _F—tF+—ABAHF -

BIZ%E Immediate Past Director

Mr Brian FUNG Wei-lung
BIERE T

Chief Executive Officer, The Chinese Gold and Silver Exchange Society
Permanent Honorary President, Hong Kong Securities Association
Member, Claims Committee, Investor Compensation Company Limited
Member, Banking and Finance Industry Training Board,

Vocational Training Council

Member, Disciplinary Panel A, Hong Kong Institute of Certified

Public Accountants
SHREBEHHITHAR
EBBFEBEXEREER
REEBEERARNBRRZEG SRS
BXIGBRTREMIREESEE
BBEETMASLENIAKE

Mr Brian FUNG Wei-lung retired with effect from 1 March 2018.
BREEXAERZF—NE=F—HHL -

ANNUAL
REPORT
2017




\\/\EE

§EF THEO
APPOINTMENT
;L ;L/ . COMMITTEE

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 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 2017, the AC continued to be chaired by Mr Frederick KAN Ka-chong and resolved a variety of
matters, including:

e Reviewing 14 CPD activities and awarding CPD points to attendees who were mediators and
arbitrators on the Lists. The CPD activities enriched financial product knowledge and market
practices of the mediators and arbitrators on the Lists so as to maintain their high standards and
to encourage professional advancement;

e Considering and approving 2 applications for admission to the FDRC List of Mediators;

e Considering and approving 1 application for admission to the FDRC List of Arbitrators;

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

e Making recommendations to the Board on Procedures for Registration of CPD Courses/ Lectures/
Seminars/ Workshops/ Programmes in relation to FDRS, the FDRC’s policy in assigning cases
under the FDRS and other similar issues; and

e Reviewing the criteria and circumstances for the FDRC to exercise its power of “removal of
arbitrator by the FDRC” under ToR.

ARPLOEERES (TRZE, ) AEERMAEEMARBROARERENARPLMEES
B(TRE,)) RAIHHFE BEREZMNFBRATEYL  YREFSNRARELZARE KM
HEERKTNEREERNEERIRHER

R20175 - BREBEAHRBELEIIR  YNFRABELREE BE

s RETHEFESERREIED  YAHEEDNEARSNHAERTHESXRRED - AR

BIEBHEERAELCARESNMAENSRERNBREF  DMESHMNBEKTNRBFE

BERE

EREMOEDERMARBRPOABE RENHE |

EREMEDERMAARTOMEKERENRE |

ERRHAERBETOLRE o RBENMHENETHT

o MEMBIHHAGHEN (FESXRRRR /BE/HHE/ LR/ FINETEF) (B4)
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;L ;L/ . COMMITTEE

Ff& Chairman

Mr Frederick KAN Ka-chong
CES Pk

e Senior Partner, Fred Kan & Co.

e (Chairman, The Belt and Road Committee,
The Law Society of Hong Kong

s HHREEMTAREBA

o RBEME—F—KEEEGIRE

% & Member

Dr Shahla ALI
ZERELT

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

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

s ERARBEERRAZERARE (EEK)

o EHAEMURNBRI R ZEEIZERIARE
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Z & Member

Ms Sylvia SIU Wing-yee, ssc, Ma, LLM, FCIAb, FHKIArb, JP
52 K 1E Wt Bsc, MBA, LLM, FCIAD, FHKIArD, JP

e Consultant Solicitor, Sit, Fung, Kwong & Shum

o President of HK Institute of Arbitrators

e Chairperson, ADR & International Relation Committee,
Hong Kong Federation of Women Lawyers

e Vice-Chairperson, Nansha International Arbitration Centre

Vice-President, Guangdong, Hong Kong & Macao Commercial

Mediation Alliance

BEBSEMTEMEM

EEhFE2ggR

ERUBENGEREIERASTELRE

EYEEAEPLEER

EERHEARBERGR

Z & Member

Mr Norris YANG
S e

e Partner, Zhong Lun Law Firm

e Executive Director, ADR International Limited

e (Chairman, Communications and Publicity Committee,
Hong Kong Mediation Accreditation Association Limited

e NREMEBHEBA

s REEREBEERARNATES

o EHARERTERSERANEARSEEZEETE

Note: FDRC CEQ is an ex officio member of the Appointment Committee.
FABTONTRESREEEESERHEE -
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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 2017, the DC deliberated matters on making proposals on
enhancing the mechanism and procedures of handling complaints
against mediators and arbitrators on the Lists.

BRPLLCEZES (TLEE, ) R2014ERY  BNRRI—
EEF DEREBNAUARTONZE LZARERAHEMEHN
RFER - BUNCREARH LANCREERERERMITEE
WEF  ERABFUATHAERFER  BEAFALERAERR
WEFTETEE LZECHANARURFEZRABER  BFR
AR R RE -

REER201TERRRENTENAE L ABRERMHEFLER
FHEERHANBFNERETRS -
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Mr Huen WONG, sss, Jr
EAEIB I ass, o

Chairman, The Copyright Tribunal

Member, Hospital Authority

Deputy Chairman, Board of Review (Inland Revenue Ordinance)
fREE R TR

EREER/KE

RBLHREEGAER

Ms Angelina KWAN, cea
BE XL ora

e Managing Director and Head of Regulatory Compliance,
Hong Kong Exchanges and Clearing Limited
s BRERGLAEEMERAAESFRLEREEARTEE

Mrs Clarie LO KU Ka-lee
EhEMTT

¢ Non-official Member, The Basic Law Promotion Steering Committee
e Managing Director, private company

e Counsellor, China-United States Exchange Foundation

e (Chairman, Alliance of Anti-Drug Professionals Association

o EXNFHEEEEZEGFEINE

o EEAKE (AATF)

s HERMELEEM

o BNEHEMBTR




THE
DISCIPLINARY
COMMITTEE

% & Member

Ms Melissa Kaye PANG, wH, i
ERELTLT wiwr

President, The Law Society of Hong Kong

Chairman, Committee on the Promotion of Civil Education
Member, Legal Aid Services Council

BEBEENEER

REBBEREGEIR

FERDRERES

%8 Member

Dr Helena YUEN CHAN Suk-yee, i
BRI e L o

Practicing solicitor, Hong Kong

Accredited General Mediator and Trainer, Hong Kong

Family Mediator and Family Mediation Supervisor, Hong Kong
Visiting Assistant Professor, The University of Hong Kong
EBAEEM

BBERAARE RIS
EERARERABERRSABELE
EBRBERPHBAR
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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 Panel of the Tribunal should:

e not be members of the FDRC Board, the Appointment Committee or the
Disciplinary Committee;

e not be staff members of the FDRC;

e possess knowledge on mediation and/or arbitration, jurisprudence and tribunal
procedures; and

e be familiar with the ToR and the operation of the FDRC.
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B% A Convenor 2018

Ms Audrey EU Yuet-mee, sc, i
REMKL scw

Senior Counsel
Accredited Mediator
BRKEE
RARBE

ZHEBE A Alternate Convenor 2018

Prof Anselmo REYES
WL E =

o Professor of Legal Practice, Faculty of Law,
The University of Hong Kong
¢ International Judge, Singapore International Commercial Court
o BEHBARBEEZRAR
o HMMKERBREERREE

Dr Anthony NEOH, ac, sc,p
RTEHEL ac sc o

e Chairman, Independent Police Complaints Council

e Member, Standing Committee of the Chinese Judicial Studies Institute,
Supreme People’s Court of the People’s Republic of China

e Council Member and Treasurer, The Chinese University of Hong Kong

e Dean’s Visiting Professor, School of Business,

National University of Singapore

BUEREHERBRFEEGER

FEARANBSSARZRPEREIRREGEBEE

BBERXARERERAE
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Dr Margaret NG Ngoi-yee
REREL

Practicing Barrister

Accredited Mediator

Executive Committee Member, Hong Kong Unison
BEREA

RAABEE

BESHTREEHKE

Dr William WONG, sc
FISIERE L sc

e Senior Counsel
o ERKER

Dr William WONG was appointed with effect from 1 January 2018.
FIEEBETR-_FE-\F—F—HEZT -

Big 2 Immediate Past Member

Mr William STONE, ses, ac
B ELAE sss ac

Arbitrator
Mediator
HEE

Mr William STONE retired with effect from 1 January 2018.
AHELEERZE-NEF—F—HHF -
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Announcement and implementation of the Consultation Conclusions

BIEBRBMNBALTRER

FDRC announced the Consultation Conclusions on "Proposals to Enhance the Financial Dispute Resolution Scheme"
in August 2017. Service enhancements have been implemented in phases from 1 January 2018 onwards. With
those, the FDRC would be able to better utilise its resources to serve its users in a more flexible way to better
meet their needs.

RABALR201TERAH TBICSRAANABITANERE ) WEAKR  UN2018FE 1 R ARSBRERE
fezgh- &l RBPOTLURECRENTE  EREHAMMARERYE  ITREFXHERER -

Dispute resolution services

HERERH

The FDRC’s hotline and enquiry services received 775 enquiries. Of all the enquiries received, 446 or approximately
60% were related to complaints about financial products and services. Among these 446 complaints, a total of
352 were classified as prima facie ineligible disputes under the Intake Criteria of the ToR in force at the time. For
the year of 2017, the FDRC received 24 applications under the services of FDRS.
AEALNREREARBHERTIS5RED - TARINEAT  M46RRAN0URENSRERRRBNR
i o HiEA46REBEFT REERERN (BREE) 1 (BERIBER) » XBE2REFBEARADEN LK
FIRAFRGEHNFEE - R2017FE  ARPLOEE24RRARSERBES -

High mediation success rate and satisfaction rate

BHEBERNERBER

The mediation success rate was maintained at an encouraging level where 90% of the cases received and
handled in 2017 were successfully settled in mediation processes. Since inception, approximately 89% of the
mediation service users (which covered both parties involved in the disputes) rated the FDRC’s services as
“Satisfactory” or above.

ARBDEEFROARENKT  2007TEEARYCRENBERT  WRBERETABBEPXRDMNME -
BRIZMUR  Weo%MBERRBEAE (BEFELR) HARPONRBRT AR ILNTR -

Publicity activities

EMERED

The FDRC conducted publicity activities regularly, including public enquiry meetings, information seminars, talks,
CPD courses and various promotional activities.

ABPOCHBREREY  ETPEEAREARNL  BNE  BE BINILRSEEEEE -
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IMPLEMENTATION OF THE
CONSULTATION CONCLUSIONS

A press conference was held on 29 August 2017 to announce the Consultation
Conclusions on "Proposals to Enhance the Financial Dispute Resolution
Scheme". Media interviews with the Chairman were also arranged subsequently.

In light of the announcement of Consultation Conclusions on service
enhancements, the FDRC organised talks for the financial institutions and
mediators and arbitrators on the FDRC Lists. The FDRC also introduced the
enhanced services to the business associations and the District Councils.
Moreover, the FDRC launched media advertisements in the period between
the end of 2017 and the beginning of 2018 to match with the implementation
schedule. The wordings of those advertisements had been amended in
accordance with the revision of the service enhancements. For ease of
reference, the service enhancements are outlined in the following page.

2017TE8R2IRBTTREGAN "RESRUNARSBNER ) NANE
R REATRHT TRERTH -

ERAMTRICRBERNADEE  ARPORSHER  ABRPOLARE
EMHBERRTHEE BBPLTAHEREZSENBRPONECRBE
Mo bbAh  FABROR201ITEER201SENHEELEEES  URAEHR
FEZ BESEEFRFEREBCEBFLEENET - F2HTENE
EREHE -
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AN OUTLINE OF SERVICE ENHANCEMENTS
BILRZEME

The service enhancements are classified into two broad categories. The first category involves expanding the Intake Criteria of
the ToR: (i) to raise the maximum claimable amount from HK$500,000 to HK$1,000,000; (ii) to extend the limitation period from
12 months to 24 months from the date of purchase of financial instrument or the date of first knowledge of loss, whichever is
the later; (iii) to enlarge the scope of eligible claimants to cover small enterprises; and (iv) to accept applications for claims
which are under current court proceedings.

The second category enables the parties involved to mutually agree to refer claims that exceed the revised Intake Criteria in
terms of maximum claimable amount and/or the limitation period to the FDRC. Further, if the eligible claimant agrees, the
financial institution may refer the financial dispute and/or lodge a counterclaim to the FDRC. On the basis of mutual agreement
for cases exceeding the revised Intake Criteria, the parties could opt for “mediation first, arbitration next”, “mediation only” or
“arbitration only” approach in dispute resolution at the FDRC.

In light of the above enhancements, there are related changes in service fees, procedures and implementation issues.

The revised ToR has taken effect from 1 January 2018, except for the implementation of the terms in relation to small enterprises,
which will take effect from 1 July 2018.

BRBENBLETIIAMAE - F-HRhEX (BREE) AN (BXRXBEA) 8 (1) XEFREFEHEB0ETR
BEABI008T (i) EREHARNEZAR HBESRERCEXEERANTRACBEN  H1I2EALERE24E
B UBgERE: (i) BRREGERRRANEEZRENELE S MR (iv) BREETERFANER -

FRRAEEZAUSRAET  ARBHEIR (BRZEEL) FIRNSRERREAR /AHBANRER  RAAKS
DRE - I MAERPRARE  FHSARBTSSRIFRIABPORRHRBER - BHETRY (BRZEBERA)
WER EXTATTEREARENERT B2 TERR KM, ~ "RER, X "RMH, WEARBRPLERIE -

ERU BT ARGENNE  BEFRERTEFHARNER -

BAIRN (BEEE) ER2018F 1R BAEN BABRNMEEENERSR2018ETABENR -
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DISPUTE

RESOLUTION
SERVICES

73
+

ENQUIRIES E

Number of enquiries
BERHHF

For the year ended 31 December
2017, a total of 775 enquiries were
received by the FDRC.

el
BE2017E12A31BLENEER - Total @775

ARPOLRETTSRESR -

Jan Feb ~ Mar  Apr May Jun Jul Aug  Sep  Oct Nov Dec
1A 2R 38 4B 5B 6A 7R 8B 9B 10A 1A 12R

Nature of enquiries

EHER
Other Issues!
HihEE
0/ The FDRC’s Publicity Activities
W 0 mmmipsEEs

ARERMHESH
0/. The FDRC’s
/‘ 7 /0 Administrative Issues
ARRONITEEER

0/, The FDRC’s Services
w é)ﬁ%$®WW%

Out of the 775 enquiries received, 446 were related to complaints about financial products and services, 97 were

/‘ 0/ Mediator and Arbitrator Issues

Complaints about 0
Financial Products /0
and Services 5
SRERRRBNEF :

about the FDRC’s services, 129 related to the FDRC’s administrative issues, 9 related to mediator and arbitrator
issues, 8 related to the FDRC’s publicity activities and 86 related to other issues.

AHENTIOSREAT  M6FERNSRERRRBARF  OTREARRBRONRKRY - 129RERARPLONTHS
B ORHERARERMAEEE  sREANABRTONEETED  seRABNEMERD -

(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.
TEMER, OFFSBEWENEENE  KEEBEUY  KEYY  BENY BEBH BAZENSBUY  HEYBREE
HHE -
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Channels of Knowing the FDRC
ANERBPLHEE

(/. Other Channels @
6 U Rz @
2

6 O/O ;ﬁ[i%nds and Relatives

./
O/ Regulators (HKMA & SFC)
W 690 EERE (LEBREED)

Advertising and
Promotional O/O
Campaigns 5
EEREEED :

0/. Banks and Securities Firms
70 BARESAT

Out of the enquiries received, 421 enquirers disclosed the channels of knowing the FDRC. 183 enquirers were aware of
the FDRC through its advertising and promotional campaigns, 125 were referred by banks and securities firms, 67 by
regulators (HKMA and SFC), 24 by friends and relatives and 22 via other channels .

ERENERET AOIAEAATERAEERTONEE A ENERTERARLEREAEDARART
b 125 BEHBTRESLNAN  TAUNEEHE (SERREES) B LARARTAM  24HNAEME
OB -

(2) “Other Channels” include the Joint Mediation Helpline Office, the Consumer Council and the District Council members, etc.
TEMEE, OEHEHBEENEL HEEZE5EREFEE -
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RESOLUTION
SERVICES

COMPLAINTS 1% &k

Nature of Complaints about Financial Products and Services

EHERRRBZRHF

Among the 775 enquiries received, 446 were related to complaints about financial products and services. Among
which, 137 were about Investments®, 121 were about Liabilities®”, 84 were related to Insurance®, 56 were about
Assets® and 41 were on others”, while 7 could not be classified.

HEEMNTSEEHED  46REASRERRBRENRAEE - EF 3TRERRED  121RFREHY 4R R
RR® 56 RAEEMAC  AIRAREMERT ERTRAKEIE -

(3) “Investments” include bonds, commodities, derivatives, unlisted structured products and FX/leveraged FX trading, shares/
equities/stocks, and unit trusts/mutual funds/managed funds.
"RE, BFEEF BR TELR FLTRERER JEEE WBRANMEEE RERENEE LTEES EEEST -

“Liabilities” include credit cards, loan facilities and mortgages.
TEX, BEGHF BAREFEES -

(5) “Insurance” includes investment-linked products, life (non-investment-linked) products, general and group insurance policies.
TR, BEREEERBRER ASRBRER (FREEE)  —RRBRREBRESF -

4

=

(6) “Assets” include integrated bank accounts, cheques, safe deposit boxes, savings and deposits, and stored value cards provided
by financial institutions.
TEE, BEFERITRP  XE  REH FENGS LIRASHEBREANFEFS -

(7) “Others” include Mandatory Provident Fund Schemes, Occupational Retirement Schemes, payments and cash management,
and other investment products.
TR, BF&ELHE  BERKHSE FHNELEE URAMREERD -

Prima Facie Ineligible Disputes

RERBENRIARARTECERNE R

Among the 446 complaints in relation to financial products and services, a total of 352 were 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:
. Enquirer’s knowledge of monetary loss exceeded the 12-month limitation period

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

e Claim amount exceeded the maximum claimable amount of HK$500,000

ELcRRSBEGRBEABNRNT RENNERN (BRERE) 0 (BRILEA) #3525 RFBERT
BN ERIARHABENTS - REFAERNIRRPZAIERARA |

o THENBZZSEEKRRBI2ELMRY
o FESRNBBEWFAMTERE
o HEFBBRSARSFBE500,0007T
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CASES f@ 2

For the year ended 31 December 2017, the FDRC received 24 applications for services under the FDRS.
BE201TE12ABUENEER > AEPOEER2ARRABAHRERF -

Composition of Application
BEEXEER

Only cases received within 2017 were counted.

Rt EE201TERFHEIREE - 88 O/O Mis-selling 7~ &5 &
(Omissions i#% )

System Malfunction , .
Rk E 0/0 Operational Issues EF £ 5
(

Omissions, Negligence and Maladministration
DR RARTRAE)

Misrepresentation 4 2 [t
(Investment Performance, Administrative
Matters and Product Nature

REXR THREERERNLE)

Case Status as at 31 December 2017
F2017F12B31BNBEEER

Cases received within 2017 201TEIEINER

e Among the 24 applications, 15 were accepted, 4 were rejected as o TE24RMER  1RBFEEN  ARARFEE
not being within the Intake Criteria of the ToR in force at the time, RERN (BREE) PN (BRZEEL) MK
4 were under vetting and 1 was withdrawn under vetting. B ARBFEEERTR R I REE RS

e Among the 15 cases accepted and entered into the dispute resolution o BEMUEANFERIZEFMNISTEAFR 12
processes, 12 went through the mediation process, 10 were TETRABRESF  HAMI0REHERE  1RE
completed and closed, 1 was under consideration for submission of EZRERMHBAE  1REARIER -
the Notice to Arbitrate and 1 entered into arbitration process. e HIOREHENEZESR  IXHBARRRTEN

e Among the 10 completed and closed cases, 9 were settled at different FEBERERNR > MARNBOERAE 1R
stages of the mediation process and 1 was not settled in mediation (B 1REXERBEARRAREGREMRME
(This 1 case was closed as the claimant did not proceed to arbitration). z) e

e To conclude the mediation case status in 2017, 9 out of the 10 o RBE0ITEMAMEZR  HI0ORETHLE
completed and closed cases reached settlement. The success rate 2 HPORERMNME  BKIhERIO% -
was 90%.

Cases brought forward from previous years MAEFBEANEER

In addition to the abovementioned 24 applications received, 11 R4 RBEENREN  BNREEEREN
applications received in previous years were carried forward to HEEBAZR2017E  EP1IRRARAEREAN
2017, 1 of which was rejected as not being within the Intake Criteria (BESE) 0 (BRIEEA) MEER  HKf
of the ToR in force at the time. The remaining 10 applications entered NREATHBRZZRERF  ENeRCRARER
into the dispute resolution process, 6 of which were completed and BEAREAMRER - EAMREFN4RER
closed in mediation process and 4 were proceeded to arbitration. Fo2REMES (MEER) -

Arbitral Awards were rendered in 2 out of the 4 cases proceeded to

arbitration.

#
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SATISFACTION
SURVEY

Overall satisfaction with the FDRC's services

FARPOBRBNEEREE
Strongly Dissatisfied

FERWE
Strongly satisfied % % %igiéthisfied
FERE Nip=s

8% Fair
LE

89%

satlsfled or above
Satisfied 46%
wmE

Would you recommend the FDRC mediation service to others if they have similar disputes?

ERABHELNGD  SAMRMERTIBEPLNBEREG 7

HISSE O3

0,
Yes /" Xe

Would you use mediation again to settle disputes?

AREBRAAELABRUBE 7

00"l YO"

Yes

10% %
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Apart from the publicity work for announcement of Consultation Conclusions on the service enhancements, the FDRC has
made every endeavour to promote its services to different sectors of the society. In 2017, the FDRC conducted a total of 41
various activities and stakeholder engagement events to promote the professional services of the FDRC.
BRYAMBLEZNLDBEMERNERLFEN  ARPLOEESIMALERRABEEETEE - R2017E  ARPLEE
PAOGAREINFNERRLAE  DERRBRPONEERE -

Exhibitions and Displays
REREM

The FDRC participated in 2 large-scaled exhibitions, with themes related to
securities investments and others. One of them was the Hong Kong Money
Month 2017 organised by the Investor Education Centre, in which the FDRC
was a supporting organisation. Another one was ETF Expo 2017. More than
3,000 public members and investors were reached at the promotion kiosks.
General enquiries were answered in the events. Apart from distribution of FDRC
promotion leaflets, a small gift was offered for participants of quiz-games on the
FDRC’s Facebook fan page.

In 2017, the FDRC continued to apply the displays of roadside banners under the
"Scheme for the Display of Roadside Non-commercial Publicity Materials" of the
Lands Department and over 50 display spots in 18 districts were granted.

BRALBET2EAVRERE  FHTEAREFREREMER - AR
REEEHERLIHN (FBRHF2017) BE - BHRPLRENIFHRE - 5
—HRETFREBE2017 - ARPOBRESRENTERL - BT E83,000
ZRARANTREBEESR  URRGALBREEH - BT RHBADKERBROER
4 REES 2 RTFE D OFacebookF B EMAEBHNZ MERENEY) -

-

AR OER0ITFRMKAEN "REERFHESERERTE, EXA
FoAREBIRANENEEBOERTE -

VeS| mrmmy oo : : =y
nnnnnnnn Y Jioz.w-?os.is Let’s talk about money |
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CPD Training and Seminars for Financial Industry

EMEFARFBEXRERBIRENS

The FDRC and the financial industry have been working closely together
to resolve the monetary disputes with their customers. Hence, the FDRC
provides CPD training and seminars to the industry practitioners every
year to instil and reinforce their knowledge of dispute handling via the

harmonious channel of mediation and arbitration.

In 2017, a total of 17 information seminars were held to introduce the
role and services of the FDRC. Furthermore, the FDRC was invited to
conduct 5 CPD training events organised by the industry’s representative
bodies. These organisations included Treasury Markets Association, the
Institute of Securities Dealers, the Hong Kong Securities and Futures
Employees Union and the Hong Kong Securities and Futures Professionals
Association.

ARTO-ERSHERTHAE  LBALMRES 2BNERSE -
Bt SRELSFHEAERUEERSESLRRESIRAAS -
LB RNALROEBABLAEAL  EABRNARELAESR
RERDH -

RRRPOL20ITER  —HBRT 17HENE  NEARPLOBERR
B Kibizs ABPLTREANERAREARKER BT  REEH
TR FETERRE - AHINEREBEVETSLAE  EFEHE
ERBFRAENFETIENERESRAEEXES -

Il
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International Exchanges and Talks for Professional Bodies

BRERXAREXEED

The FDRC receives delegations from other jurisdictions and exchanges with the guests its experience and insights with
respect to service provision and enhancements. In the year, the FDRC received 3 delegations from different governmental
organisations from the Mainland and overseas jurisdictions. They included the China Securities Regulatory Commission and
the State Administration of Foreign Exchange.

The FDRC also participated in industry activities in Hong Kong. They included the “Mediation First” Pledge Reception organised
by the Department of Justice, the Hong Kong ADR conference organised by the Global Pound Conference and the Annual
Banking Conference 2017 organised by the Hong Kong Institute of Bankers. The FDRC was a supporting organisation in the

above three events.

BRALVEEATGOENNMBETERIARD ZRABRENOE - £R - ARPOREFTIEXRAANBLEHE S
W BETERSEEERZEGREAZIEEER -

ARPOTELEEEERTNERTY  AFAEREEMNN "HABAL ) A#AEEBHE  AGlobal Pound Conference
ERMBERUIERANSEREERTEQEN (FEETRES2017) - ARBORULEZETSMN I FHEEZ— -
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REPORT OF THE DIRECTORS
ESR%REE

The directors submit herewith their annual report together with the audited
financial statements for the year ended 31 December 2017.

Principal place of business

Financial Dispute Resolution Centre (the “Company”) is a company
incorporated and domiciled in Hong Kong and has its registered 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 guarantee. It
independently and impartially administers the Financial Dispute Resolution
Scheme (“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.

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 2017 are set out
in statement of changes in equity on page 45.

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

Prof Teresa CHENG Yeuk-wah (retired with effect from 4 January 2018)
Mr Dieter YIH (appointed with effect from 12 January 2018)

Mr James H LAU Jr (retired with effect from 1 July 2017)

Mr Joseph CHAN Ho-lim (appointed with effect from 16 August 2017)
Ms Meena DATWANI (retired with effect from 12 December 2017)

Ms Carmen CHU (appointed with effect from 12 December 2017)

Mr Greg HEATON (retired with effect from 15 June 2017)

Mr Eugene GOYNE (appointed with effect from 7 July 2017 and

retired with effect from 4 November 2017)
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Mr Paul YEUNG (appointed with effect from 4 November 2017)
Mr Brian FUNG Wei-lung (retired with effect from 1 March 2018)
Mr Gary Cheung (appointed with effect from 1 March 2018)

Mr Frederick KAN Ka-chong

Mr Philip LEUNG Kwong-hon

Mr TONG Hon-shing

Mr Anthony NG Tze-wai

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.

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.

Indemnity of directors

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

Auditors

KPMG retire and, being eligible, offer themselves for re-appointment. 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
18 May 2018
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INDEPENDENT AUDITOR'S REPORT
BUZBAMBSE

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

HeRmAURBRRLEE QERERADVANREEEIMEAINERAR)

Opinion

We have audited the financial statements of Financial Dispute Resolution
Centre (the “Company”) set out on pages 42 to 62, which comprise the
statement of financial position as at 31 December 2017, 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 2017 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
comprises all the 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.

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.
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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:

e |dentify and assess the risks of material misstatement of the financial
statements, whether due to fraud or error, design and perform audit
procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for 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.
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INDEPENDENT AUDITOR'S REPORT
BIAGHAMKEE

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

HemUnBERPORE (LERERATVAREBIMRINERAT)

e 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.

KPMG
Certified Public Accountants

8th Floor, Prince's Building
10 Chater Road

Central, Hong Kong

18 May 2018
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STATEMENT OF COMPREHENSIVE INCOME

TEHK=Z X

for the year ended 31 December 2017 (Expressed in Hong Kong dollars)
BEZS—tHE+ZBE=1T—HLFE (LUBEIR)

Note fif &t
Income I§{ A 3

Other revenue ZLff U A 4

Expenditure

Staff costs 8 T A&

Depreciation and amortisation #7 2 & i 44
Other administrative and operating expenses
HitTRRKEER

Deficit and total comprehensive income for the year 5
EE (FB) | BHERZEWRKEE

The notes on pages 47 to 62 form part of these financial statements.
BA4TE62HRIN BRI BEREN—EH -
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2017 2016
13,800 3,689,800
1,027,449 708,029
1,041,249 4,297,829
6,066,288 7,178,880
1,012,252 1,318,478
5,722,939 5,913,698
12,801,479 14,411,056

(11,760,230)

(10,113,227)




STATEMENT OF FINANCIAL POSITION
B 5 K R

at 31 December 2017 (Expressed in Hong Kong dollars)
RIB—tHE+ZA=1+—H (UE%FIR)

Note [tz

Non-current assets JF % 81 & &

Property, plant and equipment ¥ % « R M & &
Intangible asset & & &

Deposits, prepayments and other receivables
Be -~ TN E M E KRR

Current assets R &1 & &

Deposits, prepayments and other receivables 9
BE  TEA R HE MR

Time deposits with original maturity of over three months 10
RELN=BERIBERRER

Cash and cash equivalents

RENREEED

Current liabilities R & & &

Accruals and other payables 11
JEFREMAMELR

Net current assets 81 & &5 &

Total assets less current liabilities
BERERRBEE

NET ASSETS & E F{&

The notes on pages 47 to 62 form part of these financial statements.
BATE62HRNEEAHBREN—H1 -
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2017 2016
127,697 $ 1,147,757
409,246 78,342

2,100 10,500
539,043 $ 1,236,599

1,950,156 $ 1,644,193
25,500,000 58,900,000
25,111,516 3,772,065
52,561,672 $ 64,216,258

1,358,009 $ 1,949,921
51,203,663 § 62,266,337
51,742,706 § 63,502,936
51,742,706 $ 63,502,936

_



Note fifzt 2017

RESERVES i
Reserves {5 12 $ 51,742,706

TOTAL RESERVES f# fis #8 % $§ 51,742,706

Approved and authorised for issue by the board of directors on 18 May 2018 and signed on its behalf by:

EERR-F-\FRA+\BRELFTHL  AHTHALRREE

Mr Dieter YIH Eia % &£ Mr Anthony NG Tze-wai & FEj %4
Chairman % & Director and CEQ EE R 7@

The notes on pages 47 to 62 form part of these financial statements.
BA4TE62HRIN BRI BEREN—EH -

$

$

2016

63,502,936

63,502,936




STATEMENT OF CHANGES IN EQUITY
BmEHR

for the year ended 31 December 2017 (Expressed in Hong Kong dollars)
BEZS—tHE+ZBE=1T—HLFE (LUSEIR)

Reserves (##

At 1 January 2016 $ 73,616,163
»2016F 18 1R

Changes in equity for 2016:

2016 Y EEE -

Deficit and total comprehensive income for the year (10,113,227)
FEBBRRZANZAE

At 31 December 2016 and 1 January 2017 $ 63,502,936

H2016F12831HR2017H181H

Changes in equity for 2017:
201 TEERRESE ¢

Deficit and total comprehensive income for the year (11,760,230)
FEEBBR2HWRGRE

At 31 December 2017 $ 51,742,706
»2017F 128318

The notes on pages 47 to 62 form part of these financial statements.
BUTEC2ENNTBEAHBEREN 515 -
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CASH FLOW STATEMENT
HERER

for the year ended 31 December 2017 (Expressed in Hong Kong dollars)
BEZS—tHE+ZBE=1T—HLFE (LUBEIR)

Note fffz#

Operating activities &% & &)

Deficit for the year 4 £ 518

Adjustments for FEIEE :
Depreciation and amortisation #7 & & 4 34
Interest income 7| 81 A

Operating deficit before changes in working capital
EEESEBNTERE

(Increase)/decrease in deposits, prepayments and other
receivables #% & ~ 78 SR H A fE Mg 3R G o) /A
Decrease in accruals and other payables

F& 5T FIE M E A FE AT FUB A

Net cash used in operating activities
REFHMANREFE

Investing activities & % &

Decrease in time deposits with original

maturity of over three months
REZR=FEREAzEHEFRRS

Payment for purchase of property, plant and equipment
BEEEEENE

Payment for purchase of intangible assets & & &1, & E 8
Interest income received 2 WA £ 4 A

Net cash generated from investing activities
REFHELENREFE

Net increase/(decrease) in cash and cash equivalents
BEMBRESEMEN I GRD) F8E

Cash and cash equivalents as at 1 January
MBIEHMRENAEEED

Cash and cash equivalents as at 31 December 10
R12B31EMNBENREZEY

The notes on pages 47 to 62 form part of these financial statements.
BUTE2ENMA B R BREN — 547 -

2017

$ (11,760,230)

1,012,252
(704,564)

2016

$ (10,113,227)

1,318,478
(575,552)

$ (11,452,542)

(10,141)

(445,532)

$ (9,370,301)

144,561

(158,667)

$ (11,908,215)

$ (9,384,407)

$ 33,400,000 $ 5,804,675
(96,151) (25,199)
(373,325) (82,950)
317,142 499,501

$ 33,247,666 $ 6,196,027

$ 21,339,451 $ (3,188,380)
3,772,065 6,960,445

8 25,111,516 $ 3,772,065




NOTES TO THE FINANCIAL STATEMENTS
B 75 3R K MY o

(Expressed in Hong Kong dollars)
(LUBBIIR)

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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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 number of amendments to HKFRSs that are first
effective for the current accounting period of the Company. None of these
impact on the accounting policies of the company.

The Company has not applied any new standard or interpretation that is not
yet effective for the current accounting period.

(d) Property, plant and equipment
Property, plant and equipment 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 unexpired term of the lease

- Furniture and fixtures 5 years
- Office equipment 3 years
- Computer equipment and software 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.
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NOTES TO THE FINANCIAL STATEMENTS
B 75 3R K MY o

(Expressed in Hong Kong dollars)
(LUBBIIR)

(e) 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.

(f) Deposits, prepayments and other receivables

Deposits, prepayments and other receivables are initially recognised at fair value
and thereafter stated at amortised cost using the effective interest method, less
allowance for impairment of doubtful debts, except where the receivables are
interest-free loans made to related parties without any fixed repayment terms or
the effect of discounting would be immaterial. In such cases, the receivables are
stated at cost less allowance for impairment of doubtful debts.
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Impairment losses for bad and doubtful debts are recognised when
there is objective evidence of impairment and are measured as the
difference between the carrying amount of the financial asset and
the estimated future cash flows, discounted at the asset’s original
effective interest rate where the effect of discounting is material.
Objective evidence of impairment includes observable data that
comes to the attention of the Company about events that have an
impact on the asset’s estimated future cash flows such as significant
financial difficulty of the debtor.

Impairment losses for other receivables whose recovery is considered
doubtful but not remote are recorded using an allowance account.

When the Company is satisfied that recovery is remote, the amount
considered irrecoverable is written off against the receivable directly
and any amounts held in the allowance account relating to that
debt are reversed. Subsequent recoveries of amounts previously
charged to the allowance account are reversed against the allowance
account. Other changes in the allowance account and subsequent
recoveries of amounts previously written off directly are recognised in
comprehensive income.

(9) 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.

(h) 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.

(i) 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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NOTES TO THE FINANCIAL STATEMENTS
B 75 3R K MY o

(Expressed in Hong Kong dollars)
(LUBBIIR)

(j) 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.

(k) Revenue recognition

Revenue is measured at the fair value of the consideration received or
receivable. Provided it is probable that the economic benefits will flow to the
Company and the revenue and costs, if applicable, can be measured reliably,
revenue is recognised in comprehensive income as follows:

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

(i) Interest income is recognised as it accrues using the effective interest
method.

() 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.

(m) 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.
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(n) Operating lease charges

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.

(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;

(ii) has significant influence over the Company; or

(iii) is a member 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) The entity 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.

(vi) 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.

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.
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NOTES TO THE FINANCIAL STATEMENTS
B 75 3R K MY o

(Expressed in Hong Kong dollars)
(LUBBIIR)

3. Income
Income represents the contributions from founder members and the
service fees earned from claimants’ applications and in-house mediation.
No specific conditions are attached to the Company’s contributions
received.

The amount of each significant category of revenue recognised in income
during the year is as follows:

Contributions from founder members &3 5% 2 19 &
Application fee for mediation service 31 # R X B 55 &
In-house mediation service A</ &] #2 4t 4 5 2 R 75

4, Other revenue Hfti 4 A

Renewal fee for FDRC List of Mediators/Arbitrators
FAMHEAETAME | MEERENENRE
Room rental income = &8 & WA

Interest income | £ ¥ A

Sundry income 8 U A
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BARBARRENHE  LUERBRA
12 B RN B OR LA AR AR BB PR ER A9
BRBER - AAAFRENHELRRE

BEBS -

FEARBKATERNEEERBADE

WEEMT
2017 2016
$ - 3,500,000
4,800 7,800
9,000 82,000
$ 13,800 3,589,800
2017 2016
$ 10,000 1,800
312,885 107,820
704,564 575,552
- 22,857
$ 1,027,449 708,029
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5. Deficit
Deficit is arrived at after charging:

(a) Staff costs 8 TR A&

Salaries, wages and other benefits ¥ & « T &M H 7@ A
Contributions to defined contribution retirement plan
REHFRKREBIHER

(b) Other items E 5

Operating lease charges in respect of office premises
MATNENCEHEER

Auditors’ remuneration #% 21 & il &

Depreciation and amortisation 47 2 % i 44

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 % & )28
Performance-based bonus 45 % &
Retirement scheme contribution & & 5 3 (£ 3%

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.
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BEBERHRUTREASYE -

2017 2016

$  5904,569 $ 6,987,929

161,719 190,951

$ 6,066,288 $7,178,880

$ 3008101 $ 2925088

126,700 123,600

1,012,252 1,318,478

§ 4,147,053 $ 4,367,166

6. EEME

BEEE (QARKH) £383(NEMUEK

(RBHEBEESFBERRA) £28675)
BNWEEMSMT -

2017 2016

$ 1,946,832 $ 1,881,000

81,118 78,375

18,000 18,000

LABENMEEEHECXARENT
FRANBTHRAEMRHEBRBNATE
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NOTES TO THE FINANCIAL STATEMENTS
B 75 3R K MY o

(Expressed in Hong Kong dollars)
(LUBBIIR)

7. Property, plant and equipment %) % - B 035 f&

Cost pi & :

At 1 January 2017
R2017E181H
Additions & &
Write off 1 44

At 31 December 2017
R2017HE12831H

Accumulated depreciation:
REAE

At 1 January 2017
20171818
Charge for the year
AEENRE

At 31 December 2017
M20178F12A31H

Net book value
REFE -

At 31 December 2017
M20178F12A31H

_

Leasehold Furniture Office Computer Total
improvements and fixtures equipment equipment EE]
HEXE HEAR N and software
BE#E EHXE
Rt
3,179,344 261,225 375,290 1,552,229 5,368,088
- - 36,599 59,552 96,151
(146,380) - - - (146,380)
3,032,964 261,225 411,889 1,611,781 5,317,859
(2,115,674) (251,658) (368,255) (1,484,744) (4,220,331)
(913,401) (8,902) (9,829) (37,699) (969,831)
(3,029,075) (260,560) (378,084) (1,522,443) (5,190,162)
3,889 665 33,805 89,338 127,697
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Cost i & :

At 1 January 2016
R2016%E181H
Additions 1% &

At 31 December 2016
R20168F12A31H

Accumulated depreciation
REIRE :

At 1 January 2016
R2016%F151H
Charge for the year
AEENHE

At 31 December 2016
R2016F12831H

Net book value
FREFE -

At 31 December 2016
R2016F 128318

Leasehold Furniture Office Computer Total
improvements and fixtures equipment equipment B
HEXE GAR WAZRE and software
BEXE EHRE
Rt
3,179,344 260,175 372,500 1,530,870 § 5,342,889
- 1,050 2,790 21,359 25,199
3,179,344 261,225 375,290 1,552,229 § 5,368,088
(1,055,892) (199,328) (362,574) (1,370,739) §  (2,988,533)
(1,059,782) (52,330) (5,681) (114,005) (1,231,798)
(2,115,674) (251,658) (368,255) (1,484,744) §  (4,220,331)
1,063,670 9,567 7,035 67,485 $ 1,147,757
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NOTES TO THE FINANCIAL STATEMENTS
B 75 3R K MY o

(Expressed in Hong Kong dollars)
(LUBBIIR)

8. Intangible asset £ & &

Cost Fi & :

At 1 January 2017 22017418 1H
Additions 3% &

At 31 December 2017 j22017& 12831

At 1 January 2016 722016418 1H
Additions % &

At 31 December 2016 220164128310
Accumulated amortisation £ 5t #85 :
At 1 January 2017 22017418 1H
Charge for the year 7 [ #

At 31 December 2017 j2 201741283 1A

At 1 January 2016 72201618 1H
Charge for the year 74 [ # 4

At 31 December 2016 /A 2016F12831H

Net book value iR ;3 {& :

At 31 December 2017 7220174 12H31H

At 31 December 2016 /A 2016F12831H
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Computer
software

$ 673,870
373,325

$ 1,047,195
$ 590,920
82,950

$ 673,870
$ 595,528
42,421

$ 637,949
$ 508,848
86,680

$ 595,528
$ 409,246

$ 78,342
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9. Deposits, prepayments and other receivables

Deposits 2 &

Prepayments 78 1 &

Other receivables H f f& 4 5t
Receivables & I 37

Disclosed as & 5 :

Non-current assets JF 7 8 & &
Current assets 7 81 & &

The amount of the Company’s deposits and prepayments expected to be
recovered or recognised as expense after more than one year is $ 2,100
(2016: $10,500) and is disclosed under non-current assets. All of the
other prepayments and 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 at bank and on hand {7 H B £

Time deposits with original maturity of less than three months
REAR=BERIBERER

Cash and cash equivalents R & MR EEEY

|
of it

-z
FEH

9. &g« AR E B

2017 2016

$ 1,062,204 $ 1,179,771
337,789 222,131
540,213 152,791

12,050 -

$ 1,952,256 $ 1,654,693
$ 2,100 $ 10,500
1,950,156 1,544,193

$ 1,952,256 $ 1,654,693

AQNABHARE - FRABENER R
SRS RENHEER2,1007T(2016
& 110,5000m) WRBRFERBEE - FT
BEMBAFMEMERRBRITN—F

AU E S ERRBFAX -

0. REMNREEEY

REeHNBELE@/YESE -
2017 2016
$ 1,071,016 $ 772,065
24,040,500 3,000,000
§ 25111,516 $ 3,772,065




NOTES TO THE FINANCIAL STATEMENTS
B 75 3R K MY o

(Expressed in Hong Kong dollars)
(LUBBIIR)

11. Accruals and other payables

Accruals fE &t 5018
Other payables = fth & {5 5

Disclosed as & 5 :
Current liabilities m & & (&

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

12. 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
2017 was $ 51,742,706 (2016: $63,502,936). The Company’s primary
objectives when managing capital are to safeguard the Company’s
ability to continue as a going concern.
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1. EEtREMEMBEGTR

2017 2016

$ 1,357,886 $ 1,752,367
123 197,554

$ 1,358,009 $ 1,949,921

$ 1,358,009 $ 1,949,921

ARG RANEMENRERATR —FREER
HERREE -

12. BEAMESE

(a) BREAFIEE
AARARMUERBERAAM AR ILMNFELFI#
B AU EEMBA - REAATNARAS
ERANE IAAREBES  SHEVE
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B EBEREBNHEBRGRBI0OT

ANTNARKERR AT REEREERER
Rk EESREER("2ER . O REFRPE

EBERZES (TEEE,)-

(b) BAEHE

AREH TER, RERARARAFENRKE -
RUEEEXE  RIF—t&+ZA=+—HM
BARER51,742,7067T(20164F © 63,502,936
) AQRAEEEANETEENEREALA
ARELE -



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.
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.

13. 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:

Carrying

amount

KE2E

2017 Accruals and other payables $ 1,358,132
2017 ESHREMEfENR

2016 Accruals and other payables $ 1,949,921

2016 FEETFRIEME M PE (T K

$ 1,949,921

ARRAEEHRTAREBEERER  DIBRAE
ERERRBRAATDNYBMRAER - REX
ARBAEBESETUNBREE  HEEBRE
BR ¢ERRBEERNAATEZH(ME
_E-_E-RB-RE_ZF-MNE+-_RA=1—
Al) MAURAREERS - BARATIRME
FRMEERERMESRETEARE  ZES
EFERBERAATME BB KRB AIE
DEBHAAIR _F—MNEF+ZA=+—HEK
NZBZ—/ZF_"FHBEAMEE - CERAR
EFRGERBARZAZR  ABTENRER
BAARREES  LIERSAEUATERMN
FRRARBRUBOKE -

ANBBAEBTHBETINERRE -

13. eRMARERNARESR
APNARARLERXBRERAZRBES
g AENEERR -

i

AARAHELEARNRKEEURAERELER
MERNSREREERRNEBHERINT
X o

(a) REE LA
AQNANBREEHERERRABNABES
R LBRESHRBNORESHEE -

TERETTRBERRANARBRARNR R
MEERM:

Within 1 year or More than 1 year but

on demand less than 5 years
ERETEPS 1FEEESER
$ 1,358,132 3 -
$ -




NOTES TO THE FINANCIAL STATEMENTS
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(Expressed in Hong Kong dollars)
(LUBBIIR)

(b) Credit risk

The maximum exposure to credit risk is represented by the carrying
amount of each financial asset in the balance sheet after deducting any
impairment allowance.

The Company’s credit risk is primarily attributable to cash placed with
banks and deposits and other receivables. At year 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.

(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 2017, 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.

14. Commitments
(a) At 31 December 2017, the total future minimum lease payments to
properties under non- cancellable operating leases are as follows:

Within 1 year 1 &
After 1 year but within 5 years 1 &{E5F R

The above lease has a contract term of 3 years. The Company entered
into a lease of 3 years from 1 November 2017 to 31 October 2020 for
the Wan Chai office, with a right to renew the lease when all terms are
renegotiated. The lease does not include contingent rentals.
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14, &iE

(a) RZFE—tFE+ZA=+—H RBE—H
AAMBRNCEHETHERNNRENER
ENFEEMT

2017 2016
$ 3,423,168 $ 2,580,960
6,275,808 -

$ 9,698,976 $ 2,580,960
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15. 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:

Note [tz

Contributions from founder members &/ ¥¥ 5k 2 1 H & 3

16. Possible impact of amendments, new standards and interpretations
issued but not yet effective for the year ended 31 December 2017

Up to the date of issue of these financial statements, the HKICPA has
issued a number of amendments and new standards which are not yet
effective for the year ended 31 December 2017 and which have not been
adopted in these financial statements. These include the following which
may be relevant to the Company.

HKFRS 9, Financial instruments
EREVBRELANSEIR  2F4TE

HKFRS 15, Revenue from contracts with customers
ERUBREEMNE 5% KEZFEHNZUA

HKFRS 16, Leases
BEMBREENS 165 HE

The Company is in the process of making an assessment of what the impact
of these amendments and new standards 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 Company’s financial statements.
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(a) HEAREBRASNRS
ANEAMBEREBAESEREES  BHME
CRiEZeTHE  ENBEMNE  F& 2
B e R BINRBAS(NE) -

(b) HEMBEMANKS
AAAREERETHEEBERAZISAT ¢

2017 2016

$ - $ 3,500,000

6. ERBGEMKRAHE_FT-—LtE+ZRA=T
—HIEFEEWMET  HEANZETRE
ROEE

BEAUBRETEA  EEEHHASEE
HEZEARE"S-tE+"R=+—HILE
EMRER  TRECAVBRREBOEE
MAER - BLEEBCAFETIAEERTA
ABHENER -

Effective for
accounting periods beginning on or after

HEUT AR &R LY

1 January 2018
20185 1A 1H

1 January 2018
2018 1H1H

1 January 2019
201917 1H
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FINANCIAL D1SPUTE RESOLUTION CENTRE

Address 1
Unit 3701-04, 37/F, Sunlight Tower,
248 Queen’s Road East, Wan Chai, Hong Kong
EREFERNER248%
B 03TIE3701-04%

Hotline Zi#z
(852) 3199 5199

Fax @&
(852) 2565 8662

Email & 8
fdrc@fdrc.org.hk

Website #73t
www.fdrc.org.hk

FDRC is a company limited by guarantee
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