Provisional Insurance Authority
Budget for 2016-17

HK$
Note million
A.  Income and Expenditure Statement
Income
(@) Provision from the Government! 450.0
(b) Interest income 1 0.1
(c) Fees 2 7.7
Total Income 457.8
Operating Expenditure
(@)  Staff cost 3 52.5
(b)  Office rental and related expenses 4 29.4
(c) Engagement of professional services 5 12.7
(d) Remuneration to Members 2.5
(e) Depreciation 6 1.6
()  Miscellaneous expenses 7 1.5
Total Expenditure 100.2
Reserve 8 357.6
B. Capital Expenditure Statement
(@) Office set-up 9 28.7

1 The provision to be allocated to the Provisional Insurance Authority (“the Authority”) is $450

million in 2016-17.



Notes to the Budget for 2016-17

1.

2.

3.

Interest income

An annual interest rate of 0.02% is assumed in the calculation of the
estimated interest income on the provision to be allocated in 2016-17.

Fees

Assuming the relevant pieces of subsidiary legislation to enable the
collection of the proposed levy, authorization (fixed and variable) fees
and user fees by the Authority take effect in the 2017-18 financial year,
the Authority will in the meantime continue to collect the existing
authorization fee ($227,300) payable by insurance companies to the
Office of the Commissioner of Insurance (“OCI”’) when it takes over
the functions of OCI in end 2016.

Staff cost

The staff cost covers mainly salary, contributions to Mandatory
Provident Fund schemes, medical insurance and employee
compensation insurance. Based on the recommendations of a
consultancy study earlier commissioned by the Government with the
estimated staffing requirement and budget updated by the Consultant
in November 2015%, the Authority will have an initial establishment of
299 staff members (including the Chief Executive Officer). It is
assumed that key personnel will be recruited in phases in 2016-17 and
the total staff cost is estimated on a pro-rata basis.

Office rental and related expenses

This item includes office rental, management fees, utility charges,
government rent/rates as well as other related expenses such as general
office insurance and telephone rental.

Engagement of professional services

This item involves mainly engagement of services providers in
connection with executive search services for staff recruitment, project
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The consultancy study was carried out by the PricewaterhouseCoopers.
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management of office accommodation, legal and audit services.

6. Depreciation

With reference to the Consultant’s recommendations, the estimated
depreciation is calculated to write off the cost of fixed assets (such as
furniture and fixtures as well as office and information technology
equipment) using the straight-line method over their estimated useful
lives of either three or five years.

7. Miscellaneous expenses

This item includes mainly expenses on website development and
system maintenance.

8. Reserve

The reserve is required, partly as seed money and partly as provision
necessary to support the Authority’s initial years of operation. Based
on the Consultant’s findings, the Authority will face a shortfall of
about $450 million in the first two years of operation.

9. Office set-up

The cost estimate includes office renovation and fitting-out works,
acquisition of furniture as well as office and information technology
equipment on a one-off basis.
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