For discussion EC(2003-04)16
on 11 February 2004

ITEM FOR ESTABLISHMENT SUBCOMMITTEE
OF FINANCE COMMITTEE

HEAD 148 -GOVERNMENT SECRETARIAT :
FINANCIAL SERVICES AND THE TREASURY BUREAU
(FINANCIAL SERVICES BRANCH)

HEAD 147 -GOVERNMENT SECRETARIAT :
FINANCIAL SERVICES AND THE TREASURY BUREAU
(THE TREASURY BRANCH)

HEAD 76 — INLAND REVENUE DEPARTMENT

Subhead 000 Oper ational expenses

Members are invited to recommend to Finance
Committee the following changes with effect from
1 April 2004 —

(a) thecreation of the following permanent posts —

Financial Services and the Treasury Bureau
(Financial Services Branch)

1 Administrative Officer Staff Grade C
(D2) ($113,520 - $120,553)

Financial Services and the Treasury Bureau
(The Treasury Branch)

1 Administrative Officer Staff Grade B1
(D4) ($145,150 - $149,600)

to be offset by the deletion of the following
permanent posts —
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Financial Services and the Treasury Bureau
(The Treasury Branch)

1 Administrative Officer Staff Grade B
(D3) ($127,900 - $135,550)

1 Administrative Officer Staff Grade C
(D2) ($113,520 - $120,553)

Inland Revenue Department

1 Chief Assessor
(D1) ($95,623 - 101,458)

(b) the deletion of the following supernumerary post —

(©)

Financial Services and the Treasury Bureau
(The Treasury Branch)

1 Administrative Officer Staff Grade B1
(D4) ($145,150 - $149,600)

the redeployment of the following permanent
posts —

Financial Services and the Treasury Bureau
(Financial Services Branch)

4 Administrative Officer Staff Grade C
(D2) ($113,520 - $120,553)

Financial Services and the Treasury Bureau
(The Treasury Branch)

1 Chief Treasury Accountant
(D1) ($95,623 - $101,458)
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PROBLEM

Inland Revenue Department

1 Assistant Commissioner of Inland Revenue
(D2) ($113,520 - $120,553)

We need to re-organise and rationalise the directorate structure under

the Financia Services and the Treasury Bureau (FSTB) and the Inland Revenue
Department (IRD) to better meet government policy objectives and reflect changes
in responsibilities and workload.

PROPOSAL

2.

@

(b)

(©

Our proposals will have the net effect of —

deleting one permanent Administrative Officer Staff Grade B
(AOSGB) (D3) post, one permanent Administrative Officer Staff
Grade C (AOSGC) (D2) post and one supernumerary Administrative
Officer Staff Grade B1 (AOSGB1) (D4) post in the Treasury Branch
and one permanent Chief Assessor (CA) (D1) post in IRD;

creating one permanent AOSGC (D2) post in the Financial Services
Branch (FSB) and one permanent AOSGBL1 (D4) post in the Treasury
Branch of FSTB; and

redistributing the duties of the four existing AOSGC (D2) posts in
FSB, and redeploying one Chief Treasury Accountant (CTA) (D1)
post in the Treasury Branch and one Assistant Commissioner of
Inland Revenue (AC) (D2) post in IRD.

The proposed changes, analysed by the three relevant Heads of expenditure for the
FSB, Treasury Branch and IRD, are set out in thefollowing sections (A), (B) and (C)

respectively.

JUSTIFICATION

(A) Head 148 Government Secretariat: Financial Servicesand the Treasury
Bureau (Financial Services Branch)

[Create .....
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Create one additional permanent AOSGC(D2) post as PAS(FS)5

3. The financial services industry is a major pillar of the Hong Kong
economy. The further development of the financial servicesindustry is essential to
Hong Kong's future economic growth. Hong Kong plays a vital role in raising
foreign capital for Mainland enterprises, and provides an important gateway for
international investorsto reach the Mainland market. Co-operation between Hong
Kong and the Mainland in different financial services sectorsis growing. At the
international level, thereisincreasingly keen competition among financial markets.
To enhance Hong Kong's position as an international financial centre and the
premier capital formation centre for the Mainland, we must compete on our
strengths.  The principal role of the Government is to ensure that the legal
framework, regulatory environment and market infrastructure are meeting the
needs of the market. These require, inter alia, devotion of directorate resources
proportionate to the sophistication of the relevant policy initiatives on a permanent
basis.

Facilitating Financial Market Development

4, Market development is one of our priority initiatives. We will build
on Hong Kong' s strengths as the gateway to the Mainland and a major international
financial centrein the Asian time zone. With China’'s accession to the World Trade
Organization (WTO), the implementation of the Closer Economic Partnership
Arrangement (CEPA), and the state-owned enterprise reform and infrastructure
development, new business opportunities are opening up for Hong Kong' sfinancial
services industry. We will step up our efforts to ensure that the legal framework in
respect of the financial marketsis conducive to the operation of market players, and
enhance the quality of our markets by upgrading corporate governance in the light
of international developments. These would help retain the business that is already
in Hong Kong, and attract new players and capital. We will also engage the market
in exploring waysto attract liquidity and promote the introduction of new products,
thereby enhancing the depth and breadth of our market. Towards this end, we have
dready joined hands with other interested parties in promoting Hong Kong's
financial servicesin various citiesin the Mainland and would continue to extend our
engagement efforts under the aegis of CEPA or through forums like the Hong
Kong—Guangdong Co-operation Joint Conference and Hong Kong—Shanghai Co-
operation Joint Conference.

5. In the banking area, we will have to ensure the successful
implementation of the deposit protection scheme and the scheme for providing
personal RMB business by banks in Hong Kong. We will monitor the
implementation of a Commercial Credit Reference Agency which would help
enhance the credit risk management capability of banks and thus facilitate greater
access to bank credit by small and medium sized enterprises. We will also facilitate
and co-ordinate the legidative work required for bank mergers.

/6. .....
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6. For the fund management sector, we will strive to provide a
favourable business environment for international fund management companies.
To enhance our competitiveness at the international level, we need to identify
regulatory impediments to market development, such as laws and regulations that
limit the design of new financial products, in consultation with the market, and
remove unnecessary barriers with reference to provisionsin other jurisdictions. We
will aso join hands with interested parties to enhance investor education and
promote investor awareness of fund product features.

7. The regulatory regime governing offers of investment to the publicis
not up-to-date and in many aspects burdensome. It has become apparent that the
legislative amendments and other piecemeal measures introduced over the years
cannot accommodate the diversity required for offering structures and other market
practices prevalent in international financial markets today. We need to revamp
and maintain the regulatory regime to cope with the rapid changes in the means of
fund raising, the increasingly popular use of derivatives and other instruments for
corporate finance purposes, etc. with aview to strengthening Hong Kong' s position
as a mgjor international capital formation centre for the Mainland. The exercise
would involve a comprehensive review of relevant local laws and regulations
governing offers of investment, which in turn requires in-depth study of regulatory
reforms introduced in other major financial centres, extensive consultation with
market players, and ultimately substantial legisative amendments to the
Companies Ordinance and the Securities and Futures Ordinance.

8. The bond market is a relatively undeveloped part of the financia
market. More work is needed to increase the depth and breath of this market
through a multi-pronged approach by stepping up engagement with the industry
bodies and market players, encouraging the public sector to issue bonds (in
particular retail bonds), and exploring new channels for distribution of bonds to
retail investors (e.g. through the brokers at the retail level). In particular, we will
endeavour to create afavourable environment that is conducive to the devel opment
of the bond market by providing the necessary financial infrastructure, smplifying
the issuance process and considering appropriate tax incentives. We will also
continue our effortsin investor education together with other bodies.

Enhancement of Market Infrastructure

9. Developing a modern and robust market infrastructure is a key
element in enhancing the status of Hong Kong as a maor internationa financia
centre. Ascompetition in securities marketsincreasingly focuses on the ability of a
market to provide value-added services through technology upgrading, innovation
and user-friendly access, we see a strong need to build an infrastructure that will
enhance the diversity and effectiveness of clearing and settlement of transactions
and ensure the reliability and integrity of the risk management system.

/10. .....
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10. In this regard, FSB undertakes extensive co-ordination among
financial regulators such as the Securities and Futures Commission (SFC), the
Hong Kong Monetary Authority (HKMA) as well as relevant market operators
including the Hong Kong Exchanges and Clearing Limited (HKEX) in taking
various initiatives, including developing a scripless securities market which would
further enhance efficiency and security in the system. The HKEx has completed
public consultation on the scripless market initiative in December 2003, and we
expect a detailed operational model to be available in the second quarter of 2004.
In taking forward the scripless market initiative, we will aso need to develop the
necessary legal framework. We will engage stakeholders such as the share
registrars, custodians, clearing and settlement houses, issuers and legal
professionals to ensure that the proposal is acceptable to market participants.
Complicated legal issues such as the transfer of ownership and linkages with
overseas jurisdictions will need to be carefully examined, and considerable
amendments to the Companies Ordinance, securities and futures legislation and
other related laws and regulations are envisaged. In addition, wewill seek to ensure
a smooth transition from a physical share certificate system to a scripless system,
and the benefits and costs of the new system are equitably shared amongst
stakeholders.

11. Clearing and settlement systems for funds and securities are essential
infrastructures for the smooth functioning of financial markets. To enhance the
general safety and efficiency of such systems and provide legal certainty to
transactions effected through such systems, we will need to devise new legislation
to providefor aformal regulatory regime and for settlement finality in such systems.
This would also facilitate the early admission of Hong Kong Dallars into the
Continuous Link Settlement System, which is a global clearing and settlement
system for cross-border foreign exchange transactions. We will aim to secure early
implementation of these initiatives and oversee their smooth operation.

12. To strengthen our risk management ability, we conduct market
contingency rehearsals on a regular basis. This involves maor government
officials from the Financial Secretary to relevant directorate officers, as well as all
major financial market regulators and operators. FSB provides the necessary
support as the project manager and co-ordinator, and simulates relevant scenarios
for activating and testing the risk management readiness of mgjor players in each
rehearsal. In addition, to enhance cross-market surveillance and risk management,
it also provides support for the Financial Stability Committee since itsinception in
May 2000. This Committee has further strengthened its terms of reference on the
recommendations made by the International Monetary Fund Financial Sector
Assessment Programme in mid-2003.

/13. .....
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13. The work arising from al the above initiatives, in addition to the
on-going commitments, makes it difficult for the Principal Assistant Secretaries
(Financial Services) (PAS(FS)s) to accord due degree of attention to new policy
initiatives. As a stop-gap measure, the HKMA has lent its support to FSB, since
December 2002, with a secondee who has been temporarily deployed to perform
policy functions at the PAS(FS) level. We however cannot rely on this temporary
arrangement to cope with the long-term additional workload. We need the
support of an additional PAS(FS) at AOSGC rank on a permanent basis. We have
considered but ruled out the option of creating a supernumerary post for the
purpose, in view of the on-going nature of the additional work. The proposed post,
if approved, will be designated as PAS(FS)5. An organisation chart showing the
proposed changesis at Enclosure 1.

Re-distribute duties and responsibilities for the PAS(FS)s

14. The existing four PAS(FS) posts were created from 1986 to 1999 to
address policy issues relating to companies, banking, securities and Mandatory
Provident Fund and retirement schemes as they emerged over time. Their duties
have evolved over timeto cater for new initiatives arising from the devel opment of
the financial markets and as policy and legidative projects on financial services
become more complicated and sophisticated. With the proposed PAS(FS)5 post,
we propose to rationalize the allocation of duties and responsibilities among the
PAS(FS)s to enhance synergy.

15. PAS(FS)1 will take on the regulation of listing and market
development issuesin relation to debt market, financial products, fund management
industry and offers of investment. He will provide policy input on a number
of issues including disclosure of interests and market misconduct. He will be
responsible for policy matters relating to the housekeeping of Insider Dealing
Tribunal, Market Misconduct Tribunal and the Securities and Futures Appeals
Tribunal, and provide secretariat support to the Process Review Panel of the SFC.
He will also deal with mattersrelating to HK Ex and promotion of Hong Kong asan
international financial centre overseas and in the Mainland.

16. PAS(FS)2 will oversee matters relating to the development of market
infrastructure including scripless securities market, investor compensation, and
supervision of intermediaries in the securities and futures markets. He will co-
ordinate among the regulators on risk management matters including market
contingency planning and other cross-market issues such as providing support for
the Financial Stability Committee. He will be responsible for the maintenance and
regular update of the Securities and Futures Ordinance in the light of market
development. He will be in charge of housekeeping matters relating to the SFC,

llike .....
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like processing its budget, annual reports, appointments, and subsidiary legislation
made by the SFC which requires prior consultation with the Financial Secretary.
He will also co-ordinate CEPA related matters in the financial services sector.

17. PAS(FS)3 will tackle insurance policy matters, for example, the
review of the institutional set-up of the Insurance Authority; feasibility study
of establishing policyholders protection funds, and consultancy study on the
supervisory framework of the assets of long-term insurers. All these are major
projects that involve considerable policy input and have attracted much interest of
the relevant stakeholders. Moreover, he will deal with retirement scheme policy
matters and the on-going review of the relevant legidation. On this front, he is
specifically responsible for the Administration’s interface with the Mandatory
Provident Fund Schemes Authority (MPFA), such as handling MPFA’s
submissions to the Government (e.g. the Authority’s annua corporate plan
and report). In addition, he is responsible for providing support to the Council
of Financia Regulators chaired by the Financial Secretary and the internal
administration of FSB. Lastly, he is the subject officer responsible for matters
relating to human resources development in the financial services sector.

18. PAS(FS)4 will deal with policiesin respect of companies, from their
incorporation to dissolution. He will also be in charge of policy responsibility for
bankruptcy matters and the self-regulatory regime of accountants. He will oversee
the work of the Companies Registry and the Official Receiver’s Office, and co-
ordinate trade matters in respect of financial services under the WTO. Among the
major initiatives, there are anumber of areas which require substantial policy input.
These include the implementation of recommendations made by the Standing
Committee on Company Law Reform to modernize the Companies Ordinance and
improve corporate governance. He will also be responsible for taking forward the
proposals to enhance the oversight of the public interest activities of auditors and to
establish a Financial Reporting Review Panel.

19. PAS(FS)S will be responsible for the review and maintenance of
Banking Ordinance, and liaison with the HKMA on banking and monetary issues.
He will take on the development and monitoring of the deposit protection scheme,
aswell as co-ordinate and facilitate legislative work required for bank mergers. In
addition, he will co-ordinate input into Hong Kong's participation in international
forums such as International Monetary Fund, Asia-Pacific Economic Cooperation,
Organization for Economic Co-operation and Development, and the Financial
Action Task Force against money laundering.

/120. .....
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20. The revised job descriptions of PAS(FS)1, PAS(FS)2, PAS(FS)3,
PAS(FS)4 and the proposed job description of PAS(FS)5 are at Enclosures 2 to 6
respectively.

(B) Head 147 Government Secretariat: Financial Servicesand the Treasury
Bureau (The Treasury Branch)

Upgrade on a permanent basis the Deputy Secretary (Treasury)2 post from
AOSGB(D3) to AOSGB1(D4)

21. There are three permanent posts of Deputy Secretary in the Treasury
Branch each overseeing a specific portfolio of work asindicated in the organisation
chart at Enclosure 7. One of them, the Deputy Secretary (Treasury)1, isranked at
AOSGBL1 (D4) level. Theremaining two are ranked at AOSGB (D3). On 23 May
2001, Members discussed EC(2001-02)9 and endorsed the creation of a
supernumerary post of AOSGB1 (D4), held against a permanent AOSGB (D3)
post, for three years to reflect the expanded responsibilities of the post of Deputy
Secretary (Treasury)2 having regard to the importance and complexity of work to
be undertaken. The supernumerary post will lapse on 8 June 2004. We have
reviewed the level required of this post having regard to the latest development and
its future work. The main duties of the post are listed at Enclosure 8.

22. The Administration has been making major equity investments and
providing loans in support of economic and social development to improve Hong
Kong's competitiveness and living environment. In the last several years, the
Deputy Secretary (Treasury)2 participated in negotiations with commercial parties
which culminated in the Government taking strategic investment decisions in
the Hong Kong International Theme Park, the Cyberport and the International
Exhibition Centre. He has provided the main input with respect to the financial
aspects of the study of the merger of the two railway companies and the proposed
privatisation of the Airport Authority. He hastaken charge of negotiations with the
Urban Renewal Authority and the Housing Authority on the kind and quantum of
financial support to be extended to them to enable them to achieve their mission in
afinancially optimal manner, aswell as provided suggestions on financing options
for these entities such as disposal of assets. To illustrate his huge portfolio, we
attach at Enclosures 9 and 10 financial statements of the Capital Investment
Fund ($487.7 hillion) and the Loan Fund ($32.4 billion"*®) as at 31 March 2003
respectively. Government’s efforts in making maor equity investments and
providing loans in support of economic and social development will continue in
future.

123. .....
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23. In addition, given the fiscal situation and the fundamental change in
the structure of our public finances, the Administration needs to develop and
execute strategies to raise revenue both for the shorter term through capita
financing means as well as for the longer term such that we can fund our
expenditure on acontinuous basis. For instance, in order to meet cashflow needsin
the short to medium term, the Administration has mapped out and will implement
an extensive asset sale and securitisation programme which is expected to raise
$112 billion over a period of five years. The programme includes the sale of civil
service and ‘home starter’ housing loans, sale of Government’s shares in railway
companies, privatisation of the Airport and securitisation of toll roads. The
Administration will also be actively considering the issuance of Government bonds
to raise additional capital revenue to supplement the programme. For the longer
term, the Administration is considering measures which can improve our fiscal
position and broaden our tax base. These measures include the introduction
of a goods and services tax (GST). The Treasury Branch has set up an Inter-
departmental Study Committee to conduct an in-depth study on GST. The
Committee will research into the experience of overseas jurisdictions in
implementing GST and devise a detailed GST framework which is suitable for
Hong Kong. The Deputy Secretary (Treasury)2 directs and oversees the work.

24, The Deputy Secretary (Treasury)2 isalso in charge of the programme
to negotiate with other jurisdictions comprehensive agreements for avoidance of
double taxation (CDTAS), which isaimed at promoting investment in Hong Kong.
Many of our key trading and investment partners have responded positively to
Hong Kong's approach for holding bilateral talks on such agreements and such
negotiations are usually carried out by very senior officials in these jurisdictions.
Negotiations with four countries were held in 2003 and negotiations with four
others are being arranged for 2004. We expect that such negotiationswill continue
in the coming years until a network of CDTAS have been set up with our major
trading and investment partners.

25. Having regard to these developments, we foresee workload and the
level of responsibilities of the post will remain the same or even increase in the
foreseeable future. As such we propose a permanent upgrading, following which
it is no longer necessary to retain the supernumerary AOSGB1 post endorsed by
Membersin 2001.

26. Before putting forward the above recommendation, we have again
considered the option of redistributing the duties of the three Deputy Secretary
posts in the Treasury Branch. We have come to the conclusion that this option is
neither practicable nor desirable.

/Delete .....
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Delete one permanent AOSGC (D2) post

27. The Deputy Secretary (Treasury)1 is underpinned by six directorate
officers, five ranked at D2 and one ranked at D1. Four of the D2 posts which are
internally known as Resource Principal Assistant Secretaries (Resource PASSs) are
responsible for the financial aspects including the use and provision of resources
for some 11 bureaux, 55 departments and 11 offices/statutory bodies/groups under
their schedule. Specifically they advise on the financial implications of policy
initiatives from bureaux and departments, examine requests for additional
resources including vetting of submissions to the Policy Committee, Executive
Council, and various committees and panels of the Legidlative Council, assist in the
allocation of resources and preparation of the annual Estimates of Expenditure as
well as oversee in-year management of expenditure. A copy of the responsibilities
and duties of the Resource PAS postsis at Enclosure 11.

28. Upon the introduction of the operating expenditure envel ope funding
approach in 2002 and the full-scal e adoption of the One-Line Vote arrangement for
controlling officers in 2003, bureaux and departments have been given greater
flexibility in the deployment of resources. The work of the Resource PASs now
focuses more on the policy and strategic aspects of funding initiatives than on the
day-to-day management of resources within each operating expenditure envel ope.

29. In the light of these changes, we see scope for streamlining the
directorate structure under Deputy Secretary (Treasury)1l and propose to delete
one of the four Resource PAS posts. The expenditure heads currently under the
purview of the Resource PAS post to be deleted will be shared among the
remaining three Resource PAS posts, whose job descriptions will remain
unchanged. We will make consequential adjustments for supporting staff
administratively.

Redeploy one post of Chief Treasury Accountant (D1)

30. H Division isheaded by an Assistant Director of Accounting Services
(ADAYS) with no permanent directorate support for the time being. The Division
serves as the central office for co-ordinating the preparation of the Budget and
related dataon fiscal forecast. It co-ordinates resource allocation and budget work,
provides Government’s medium range forecast, compiles the necessary materials
for reference by the principal officials involved in preparing the budget, co-
ordinates the central requirements of financial information system, as well as
liaising with IMF, credit agencies, press, academics and other interested parties on
fiscal and economic data.

/31. ...
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31 Thework of H Division has become more complex and demanding in
recent years following the introduction of the envelope funding approach and the
surfacing of astructural deficit problemin our public finances. The Division needs
to refine the ground rules on the authority and flexibility in the redeployment of
resources by Bureaux/Departments, improve reporting and controlling mechanisms
and revise the contents and presentation of the annual estimates. It also needs to
review the expenditure ceilings to be imposed on all bureaux and departments and
recommend realistic savingstargets. Separately, H Division is heavily involved in
the preparation of the accrual-based accounts and needs to provide advice to the
Treasury on the information needs of the new Government Financial Management
Information System.

32. We carried out a review of the responsibilities under H and the
Management Accounting (MA) Divisions of Treasury Branch. As a result, the
MA Division, also headed by an ADAS, has swapped its CTA for a Senior
Treasury Accountant (STA) of the H Division on atria basis since 2002 to help
H Division to deal with theincreased work at the directorate level. The change has
been made possible partly because of the lower volume of work on revision of
government fees and charges and other initiatives in the light for MA Division of
the financial climate. Thework of the former CTA(MA) is now undertaken by the
STA redeployed from H Division. In the light of the successful trial, we propose
to continue the redeployment on a permanent basis. The job descriptions of the
former CTA(MA) and the present CTA(H) are at Enclosure 12 and 13 respectively.

(C) Head 76 Inland Revenue Department
Delete one Chief Assessor (D1) post

33. The Training Section of IRD, which is currently headed by a CA
and comprises five non-directorate staff, provides training (which includes the
organisation plus teaching work) to newly recruited Assistant Assessors (AA), and
supports the Deputy Commissioner of Inland Revenue (Operations) (DCIR(O)) in
the overall co-ordination of the department’s training plans and programmes for
staff. Due to the general recruitment freeze, no recruitment exercise of AAs has
been conducted since 1 April 2003. This situation will continue. As aresult, the
responsibilities of the Training Section have been substantialy reduced. We see
scope to downsize the section as well as to downgrade the ranking of the section
head. The existing and proposed organisation charts of the Training Section are set
out in Enclosure 14. DCIR(O), with support from the AC proposed to be posted to
the Headquarters (HQ) Unit, will continue to oversee and monitor the provision of
suitable training for serving staff to ensure that their professional knowledge and
expertise are kept abreast with the changing work requirements.

/Redeploy .....
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Redeploy one Assistant Commissioner of I nland Revenue post

34. The present organisation chart of IRD and the main responsibilities
of the department’ s various units are set out in Enclosure 15. Units 1, 3 and 4 are
each headed by an AC. Unit 2 handles the tax assessment of some three million
individuals, 0.3 million employers and 1.2 million jointly owned properties. It has
astaff force of 1 348 (44% of the establishment of the IRD), and is underpinned by
two ACs. Thereisno AC inthe Commissioner’s Unit and the HQ Unit.

35. As pat of the department’s continued efforts in streamlining
procedures and efficiency improvement, IRD has been implementing since
1999-2000 its Second Five-year Information Systems Strategic Plan (ISSP).
Under this ISSP, the department’ s information technology infrastructure has been
strengthened and it now possesses the capacity to process large quantities of
transactions concurrently. Separately, the new Assess First Audit Later (AFAL)
project allows assessments on returns which meet the pre-set criteria (about 70% of
all returns) to be issued immediately without going through detailed examination
upon receipt and are only subject to desk audit later on. These two major
developments will enable the department to re-engineer its workflow and achieve
economies of scale by —

(@  centralising the front-end handling of all inward mails, enquiries and
issue of assessments at a centralised Document Processing Centre
(DPC); and

(b)  despatching outward mails and managing old records on a
departmental basis through two other centralised processing centres
viz. Output Despatch Centre and Tax Records Centre respectively.

36. The above three centralised processing centres will be established in
early 2004 under the HQ Unit. They will take over certain across-unit common
functions and business processes. In addition, the Property Tax, Test and Review
(PTR) Section, the work of which is closely related to the DPC, will be transferred
from Unit 2 to the HQ Unit. The restructured HQ Unit will be responsible for the
issue and front-end processing of all tax returns filed by taxpayers and employers,
as well as the issue of relatively straight forward assessments and will deal with
related operational and technica matters including enquiries, objections and
legisative amendments. It will aso provide services to other business units
including output despatch of correspondence, tax record management, counter and
telephone enquiries, information technology support and staff training.

137. ...
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37. In view of the transfer of the wide-ranging activities from Unit 2 to
the HQ Unit, we consider it necessary to redeploy one of the ACs currently in
Unit 2 to oversee the work of the new HQ Unit which will oversee increased
responsibilities. ACL1(Unit 2) will be re-designated as AC(HQ). He will continue
to perform the full range of high level duties in respect of the tax type and
assessments under his area of responsibility, oversee the operations of the
centralised processing centres and monitor the relevant assessing programmes
under the AFAL System, administer the PTR Section in the handling of
assessments for complicated cases, desk audits, objection processing, compliance
matters, performance pledges and complaints, etc., give technical advice on
Property Tax matters and deal with legidlative amendmentsrelated to Property Tax.

38. AC(HQ) will also oversee and co-ordinate an in-depth study
concerning IRD’s work to facilitate the implementation of a Goods and Services
Tax in the longer term. In addition, he will assist the DCIR(O) in overseeing the
department’s training programmes after the deletion of the CA(Training) post,
the Information Systems Division as well as the department’ s service standards in
view of the increased business needs and public expectation. This arrangement can
relieve some of the workload of the DCIR(O) who can spend more efforts in
assisting the Commissioner of Inland Revenue in formulating policies in tackling
complex tax avoidance arrangements and tax evasion, and in strengthening tax
audit and taxpayer education on tax compliance.

39. About 400 staff (340 of which from Unit 2) will be transferred from
other units to the HQ Unit to perform the duties in the processing centres. Besides,
80 staff of the PTR Section will also be transferred from Unit 2 to the HQ Unit.

40. The restructured Unit 2 will be headed by one instead of two ACs
whose job descriptions will remain largely unchanged. Unit 2 will continue to be
responsible for assessing works which involve more complex cases, such as non-
AFAL assessments, post-assessment desk audit, objections, informer cases, pena
action on non-compliance cases, etc. It will have an establishment of around
900 staff.

41. The proposed organisation chart of IRD is a Enclosure 16. The job
descriptions of the two existing AC posts at Unit 2 are at Enclosures 17 and 18
while the duties of the proposed AC(HQ) is at Enclosure 19.

/[FINANCIAL .....
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FINANCIAL IMPLICATIONS

42. The proposed changes involving permanent directorate posts will
bring about the following net savings in notional annual salary cost at mid-point —
Posts $ No. of posts

AOSGB1 (D4) +1,795,200 +1

AOSGC (D2) +1,404,420 +1

Less AOSGB (D3) -1,580,400 -1

AOSGC (D2) -1,404,420 -1

CA (D1) -1,180,860 -1

-966,060 -1

Thenet savingsin full annual average staff cost, including salaries and staff on-cost,
amount to some $1,316,000.

43. The proposals will lead to net savings of two non-directorate postsin
the Treasury Branch and 79 in IRD with total savingsin notional annual mid-point
salary cost of $25.32 million and in full annual average staff cost of $40.17 million.

ESTABLISHMENT CHANGES

44, The establishment changes in FSTB and IRD for the last two years
are asfollows—

Number of posts
Establishment Existing
(Note) (asat Asat Asat As at
1 February |1 April 20031 April 2002|1 April 2001
2004)
Financia Services
Branch@

A 16# 16 16 16
B 60 60 58 57
C 108 108 109 109

Total 184 184 183 182

The Treasury Branch

A 194+ (L# | 18+ (2) 18 + (3) 18 + (3)
B 43 43 44 44
C 121 121 118 127

Total 183+ (1) 182+ (2) | 180+ (3) 189 + (3)




EC(2003-04)16 Page 16

Number of posts
Establishment Existing
(Note) (asat Asat Asat Asat
1 February |1 April 20031 April 2002|1 April 2001
2004)
IRD
A 25# 25 25+ (1) 25 + (1)
B 366 368 372 376
C 2 706 2780 2 863 2925
Total 3097 3173 3260+ (1) | 3326+ (1)

Note:

A - ranksin the directorate pay scale or equivalent

B - non-directorate ranks the maximum pay point of which is above MPS Point 33 or equivalent

C - non-directorate ranks the maximum pay point of which is at or below MPS Point 33 or
equivalent

() - number of supernumerary directorate posts

Asat 1 February 2004, thereisno unfilled directorate post in the FSB and the Treasury Branch.
There is one unfilled directorate post in IRD, which is the CA (D1) post now proposed for
deletion.

@ FSB iscomprised of three mgjor units: Financial Services Division (FSD) whichisresponsible
for the policy work set out in the current proposal; Economic Analysis Division headed by the
Government Economist; and the Office of the Commissioner of Insurance. FSD accounts for
one-third of the FSB establishment cited here.

CONSULTATION WITH LEGISLATIVE COUNCIL PANEL

45, The Legislative Council Panel on Financial Affairswas consulted on
5 January 2004 and raised no objection to the proposal.

CIVIL SERVICE BUREAU COMMENTS

46. Having regard to the justifications put forward, Civil Service Bureau
supports the proposals contained in the paper and considers the grading and
ranking of the proposed posts to be appropriate.

ADVICE OF THE STANDING COMMITTEE ON DIRECTORATE
SALARIES AND CONDITIONS OF SERVICE

47. The Standing Committee on Directorate Salaries and Conditions of
Service has advised that the grading proposed for the posts would be appropriate if
the proposal were to be implemented.

Financial Services and the Treasury Bureau
February 2004
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Permanent Secretary for Financial Services and the Treasury (Financial Services)

(AOSGA1) (D8)
|

Organisation Chart of Financial Servicesand the Treasury Bureau (Financial Services Branch)

Financial Services Division

Economic Analysis Division &
Office of the Commissioner of I nsurance

Deputy Secretary
(Financial Services) 1
(AOSGB1) (D4)

|
PAS(FS)1
(AOSGC) (D2)

regulation of listing
market development
issues

disclosure of interests and
market misconduct
matters relating to HKEXx
promotion of Hong Kong
as an international
financial centre
housekeeping of IDT,

|
PAS(FS)2
(AOSGC) (D2)

development of market
infrastructure

investor compensation
and supervision of
intermediaries
co-ordination of CEPA
related matters

risk management matters
maintenance of the
Securities and Futures

PAS(FS)5
(AOSGC) (D2)
review and maintenance
of Banking Ordinance
policy and legidative
matters on banking and
monetary issues
deposit protection scheme
liaison with HKMA
action against money
laundering
participation in

Deputy Secretary
(Financia Services) 2
(AOSGB) (D3)

|
PAS(FS)3
(AOSGC) (D2)

policy on insurance
matters

retirement scheme policy
matters

liaison and interface with
MPFA

support for Council of
Financial Regulators
human resources
development in the

|
PAS(FS)4
(AOSGC) (D2)

policy on companies
matters

policy on bankruptcy
matters

regul atory regime of
accountants

trade matters on financial
services under WTO
housekeeping of CR and
ORO

MMT and SFAT Ordinance international forums financial services sector
secretariat support for housekeeping of SFC (IMF, OECD, APEC and branch administration
PRP for SFC FATF) Proposed Changes
|:| Post to be created
Legend:
PAS(FS) Principal Assistant Secretary for Financial Services PRP Process Review Panel APEC Asia-Pacific Economic Cooperation
and the Treasury (Financial Services) SFC Securities and Futures Commission FATF  Financia Action Task Force
HKEXx Hong Kong Exchanges and Clearing Limited CEPA Closer Economic Partnership Arrangement MPFA  Mandatory Provident Fund Schemes Authority
IDT Insider Dealing Tribunal HKMA  Hong Kong Monetary Authority WTO  World Trade Organization
MMT Market Misconduct Tribunal IMF International Monetary Fund CR Companies Registry
SFAT Securities and Futures Appeals Tribunal OECD Organization for Economic Co-operation and Devel opment ORO  Official Receiver's Office
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Proposed Job Description of
Principal Assistant Secretary (Financial Services) 1

Rank :  Administrative Officer Staff Grade C (D2)

Responsibleto : Deputy Secretary (Financia Services) 1

Main Duties—

1.

to oversee the regulation of listing and market development issuesin relation to
debt market, financial products, fund management industry and offers of
investment;

to deal with policy and matters relating to disclosure of interests in securities,
Insider Dealing Tribuna and Market Misconduct Tribunal;

to deal with matters relating to the Hong Kong Exchanges and Clearing
Limited;

to co-ordinate the operation of the Securities and Futures Appeals Tribunal and
provide secretariat support for the Process Review Panel for the Securities and
Futures Commission; and

to co-ordinate the promotion of Hong Kong as an international financial centre

overseas and in the Mainland, including Hong Kong—Guangdong and Hong
Kong-Shanghai Co-operation forums.
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Proposed Job Description of
Principal Assistant Secretary (Financial Services) 2

Rank :  Administrative Officer Staff Grade C (D2)

Responsibleto : Deputy Secretary (Financia Services) 1

Main Duties—

1.

to oversee matters relating to the development of market infrastructure
including scripless securities market;

to provide policy input on investor compensation and supervision of
intermediaries in the securities and futures markets;

to be responsible for co-ordination of Closer Economic Partnership
Arrangement related co-operation in the financial services sector;

to co-ordinate among the regulators on risk management matters including
market contingency planning and co-ordinating cross-market issues for the
Financial Stability Committee;

to deal with the maintenance and regular review of the Securities and Futures
Ordinancein the light of market development; and

to undertake housekeeping of the Securities and Futures Commission.
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Proposed Job Description of
Principal Assistant Secretary (Financial Services) 3

Rank :  Administrative Officer Staff Grade C (D2)

Responsibleto : Deputy Secretary (Financia Services) 2

Main Duties—

1.

to deal with insurance policy matters including the review of the institutional
set-up of the Insurance Authority, feasibility study of establishing
policyholders' protection funds and consultancy study on the supervisory
framework of the assets of long term insurers;

to deal with retirement scheme policy matters and the on-going review of the
relevant legislation;

to be responsible for the interface with the Mandatory Provident Fund Schemes
Authority (MPFA) such as handling MPFA’s submissions to the Government
as required under the law;

to provide support for the Council of Financial Regulators;

to deal with matters relating to human resources development in the financial
services sector; and

to be responsible for the internal administration of the Financial Services
Branch.
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Proposed Job Description of
Principal Assistant Secretary (Financial Services) 4
Rank :  Administrative Officer Staff Grade C (D2)
Responsibleto : Deputy Secretary (Financia Services) 2
Main Duties—

1. todeal with policy mattersin respect of companies, from their incorporation to
dissolution;

2. tocarry policy responsibility for bankruptcy matters;
3. tooverseethe self-regulatory regime of accountants,

4. to co-ordinate trade matters in respect of financial services under the World
Trade Organization; and

5. to oversee the work of the Companies Registry and the Official Receiver's
Office.
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Proposed Job Description of
Principal Assistant Secretary (Financial Services) 5

Rank :  Administrative Officer Staff Grade C (D2)

Responsibleto : Deputy Secretary (Financial Services) 1

Main Duties—

1.

2.

to be responsible for the review and maintenance of Banking Ordinance;

to provide input on policy and legidative matters and to liaise with the Hong
Kong Monetary Authority on banking and monetary issues;

to take on the development and monitoring of the deposit protection scheme;

to co-ordinate actions against money laundering by the Financial Action Task
Force; and

to co-ordinate input into Hong Kong's participation in international forums

such asInternational Monetary Fund, Organization for Economic Co-operation
and Development and Asia-Pacific Economic Cooperation.



Organisation Chart of Financial Servicesand the Treasury Bureau (The Treasury Branch)

(asat 1.12.2003)
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PSTsy
AOSGA1(DS)
[ |
DS(Tsy)2* DS(Tsy)1 DS(Tsy)3
AOSGB1 (D4) AOSGB1 (D4) AQOSGB (D3)
| . | - -
[ 1 I | ] I I ] [ ]
PAS(Tsy)l PAS(Tsy)MA PAS(Tsy)R PAS(Tsy)A | | PAS(Tsy)B | |PAS(Tsy)C**| | PAS(Tsy)D PAS(Tsy)H PEO(G) PAS(Tsy)E PAS(Tsy)W PEO(T)
AOSGC ADAS AOSGC AOSGC AOSGC AOSGC AOSGC ADAS PEO AOSGC AOSGC PEO
(D2) (D2 (D2) (D2) (D2) (D2) (D2) (D2 (D1) (D2) (D2 (D1)
| MA R A B c D H G E w T
Division Division Division Division Division Division Division Division Division Division Division Division
CTA CTA@ A to D Divisions oversee use and provision of
(D1) (DY) resources for :
Policy/ Appointment Revenue FC/ESC/ Policy and control PWP
Interface with of policy HWFB EMB SB HPLB MRF PAC on central services| | Jdination Central
statutory financial matters including, Tender
corporations/ | | consultants Board of CITB AT accounting, stores Board
authorities oard o FSTB (C&I1B) ETWB , and procurement, Capital
Evaluation Review CsB (TsyB) Estimates Branch accommodation, ap
ituti I (Inland D of Adm co-ordination S Works
Institutional of financial management printing, transport Estimates
framework viability of ; HAB and maintenance Central
proposals Policy/ CITB EDLB D of J Resource of government Financial Consultants
Management resource (CTB) Judiciary CAB management co- buildings and policy on Selection
of : management ordination in resource land/ Board
CIF/LF# Advice on of revenue respect of the management of I a?wnni n
financial and | | departments ICAC LeaCo central service departments pmattersg
RDS management Ceg oy departments, the involved
Financial accounting FSTB 0 revenue S
M ¢ matters (FSB) Ombud departments and Ex-gratia overn-
anagemen -sman The Treasury : allowances ment
Feesand L ecend Branch HOUSE_'E‘_BIG_PI f}g procurement
- Legend responsibility for
Disposal of charges PSTsy Permanent Secretary for Financial Services and the Treasury (Treasury) Alefj‘i)t Commtiyssi on
Assets — DS(Tsy) Deputy Secretary for Financial Services and the Treasury (Treasury) Staff Officer
Trading PAS(Tsy) Principal Assistant Secretary for Financial Services and the Treasury (Treasury) to senior
funds ADAS  Assistant Director of Accounting Services -
NiGian ; CTA Chief Treasury Accountant
# MA Division is responsible for MRF  Medium Range Forecast EmaS AOSGB (D3) post for 3yearsw.ef. 8.6.2001.
financial policies and overseeing RAE Resource Allocation Exercise Proposed to be made permanent
related matters of the approved loan CIFILF  Capital Investment Fund/Loan Fund Budget -
FC Finance Committee support @ Proposed to be redeployed to H Division
ESC Establishment Subcommittee
PAC Public Accounts Committee
PWP Public Works Programme




Rank

Main

1.
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Job Description of Deputy Secretary (Treasury)2

Administrative Officer Staff Grade B1 (D4)
Responsibleto :  Permanent Secretary for Financial Services and the Treasury
(Treasury)
Duties—
policy responsibility for —

* revenue and taxation

*  management of Government’s assets

e financia arrangements for mgor infrastructure projects outside the
Public Works Programme

Government’ s investment and loan portfolios

trading funds

fees and charges

government utilities

fiscal reserves;

formulating strategies for and overseeing negotiations on comprehensive
double taxation programmes,

vetting private sector participation infrastructural proposals insofar as they
impinge on the financial position of the Government;

resource management for Inland Revenue Department and Rating and
Vauation Department and the revenue protection and taxation programmes
of Customs and Exercise Department and Civil Aviation Department;

co-ordinating the preparation of revenue, Capital Investment Fund and Loan
Funds estimates;

supervising the work of Investment, Management Accounting and Revenue
Divisions; and

representing Government’s interest as shareholder in statutory bodies
including attendance at Board of Directors and committee meetings.
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Capital I nvestment Fund

2003 3 31 Statement of Assetsand Liabilities
asat 31 March 2003
2003 2002
$' 000 $' 000
Assets
I nvestments
106,795,216 105,701,039  Equity holdings
369,707,990 353,723,853  Other investments
476,503,206 459,424,892
7,434,146 7,927,045 Loans
483,937,352 467,351,937
Current Assets
3,756,943 4,265,103  Investments with the Exchange Fund
487,694,295 471,617,040
Representing:
Total Fund Balance
483,937,352 467,351,937 Applied Fund
Available Fund
2002 4 1 4,265,103 1,753,704 Baanceat 1 April 2002
I( ) (508,160) 2,511,399  Surplug/(Deficit) for the year
2003 3 31 3,756,943 4,265,103 Baanceat 31 March 2003

487,694,295 471,617,040
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Capital Investment Fund

STATEMENT OF INVESTMENTS

2002 4 2003 3
1 31 ( )
Total
Balances| Investments| Payments Other Investments| Nominal
at 1.4.2002 Approved Made| Investments| at 31.3.2003 Holdings| Descriptions
$ 000 $000 $ 000 $ 000 $000] (No. of shares)
EQUITY HOLDINGS
36,648,000 36,648,000 — — 36,648,000 366,480| Airport Authority
36,369,760 278,240
87,243 87,688 — — 87,243 1,350| Asian Development Bank
87,243 —
250,000 2,435,000 — — 250,000| (a) 1,836,397,594|Hong Kong Science and
250,000 — Technology Parks Corporation
4,153,687| (b) 3,250,000 344,386 — 4,498,073| (c) 4,498,073,000|Hong Kong International Theme
498,073| (b) 4,000,000 Parks Ltd.
— 2,000,000 — — — N.A.|International Exhibition Centre
39,120,000 37,500,000 — — 39,120,000 391,200| Kowloon-Canton Railway
36,999,862 2,120,138 Corporation
25,149,734 32,244,236 — 749,791 25,899,525| (d) 3,928,217,721|M TR Corporation Ltd.
32,188,100 (6,288,575)
56,250 N.A. — — 56,250 5,625,000{New Hong Kong Tunnel
— 56,250 Company Ltd.
175,000 175,000 — — 175,000 175,000,000| The Applied Research Council
175,000 —
61,125 56,125 — = 61,125 611,250,000| Tradelink Electronic Commerce
56,125 5,000 Ltd.
105,701,039 N.A. 344,386 749,791 106,795,216 N.A.|[TOTAL FOR EQUITY
106,624,163 171,053 HOLDINGS
OTHER CAPITAL
INVESTMENTS
Hong Kong Housing Authority -
13,488,797 N.A. — —| (¢ 13,488,797 N.A.| Permanent government capital
— 13,488,797
312,332,229 N.A. — 15,548,369| (f) 327,880,598 N.A.| Contributions to domestic
— 327,880,598 housing
24,606,067 N.A. — (1,564,232)| (f) 23,041,835 N.A.| Non-domestic equity
— 23,041,835
20,000 20,000 — — 20,000 N.A.|Hong Kong Export Credit
20,000 — Insurance Corporation
_ 10,000,000 2,000,000 — 2,000,000 N.A.|Urban Renewa Authority
2,000,000 —
138,460 N.A. — — 138,460 N.A.|Companies Registry Trading
— 138,460 Fund
706,600 N.A. — — 706,600 N.A.|Electrical and Mechanical
— 706,600 Services Trading Fund
118,300 N.A. = = 118,300 N.A.|Land Registry Trading Fund
— 118,300
212,400 N.A. — — 212,400 N.A.|Office of the Telecommunications|
— 212,400 Authority Trading Fund
2,101,000 N.A. — —| (9) 2101,000 N.A.| Post Office Trading Fund
— 2,101,000
353,723,853 N.A. 2,000,000 13,984,137 369,707,990 N.A.|[TOTAL FOR OTHER
2,020,000 367,687,990 CAPITAL INVESTMENTS
459,424,892 N.A. 2,344,386 14,733,928 476,503,206 N.A.|GRAND TOTAL
108,644,163 367,859,043
N.A. - Not applicable
[ ] 200203  Figures

]

Cumulative figures

(extracted from page 356 of the “ Accounts of the Gover nment for the year ended 31 March 2003”)
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Capital Investment Fund

STATEMENT OF LOANS

2002 4 2003 3 31
1
Loans
Baances Loans Loans Loans Outstanding
at 1.4.2002 Approved Made| Repaid at 31.3.2003| Descriptions
$ 000 $ 000 $ 000 $ 000 $'000
7,045,407 N.A. — (941,488) 6,103,919|Hong Kong Housing Authority
12,795,588 (6,691,669)
— 1,043,000 - = —|Hong Kong Science and Technology
— — Parks Corporation
267,418 5,619,000 620,239 — 887,657 |Hongkong International Theme Parks
(a) 887,657 — Ltd.
_ 425,000 — — —|Tradelink Electronic Commerce Ltd.
200,000 (200,000)
Companies Registry Trading Fund
- 55,340 N.A. = (27,670) 27,670| - loan for appropriated assets
276,700 (249,030)
- — (b) 20,000 — — —| - loanfor working capital
100 (100)
- — 150,000 — — —| - termloan
55,340 N.A. — (27,670) 27,670| Total for Companies Registry Trading
276,800 (249,130) Fund
Electrical and Mechanical Services
Trading Fund
- 151,400 N.A. = (30,280) 121,120 - loan for appropriated assets
302,800 (181,680)
- — (b) 150,000 — — —| - loanfor working capital
105,000 (105,000)
151,400 N.A. — (30,280) 121,120 Total for Electrical and Mechanical
407,800 (286,680) Services Trading Fund
Land Registry Trading Fund
- 47,320 N.A. = (23,660) 23,660| - loan for appropriated assets
236,600 (212,940)
Post Office Trading Fund
- 360,160 N.A. = (90,040) 270,120| - loan for appropriated assets
900,400 (630,280)
7,927,045 N.A. 620,239 (1,113,138) 7,434,146 Total
15,704,845 (8,270,699)
N.A. - Not applicable
[ ] 200203  Figures
|:| Cumulétive figures
Notes :

@

(b)

(ON©)
2,765.7

(& Thisincludes capitalized interest amounting to $27.657 million
as at 31 March 2003.

(b) These are overdraft facilities for the Trading Funds.

(extracted from page 359 of the “ Accounts of the Gover nment for the year ended 31 March 2003")
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Loan Fund

2003 3 31
2003 2002
$ 000 $ 000
19,508,296 22,040,319
6,176,783 5,400,519
3,097,759 2,577,267
28,782,838 30,018,105
3,579,050 5,215,099
24,153 12,918
3603203 5,228,017
(2,379) (2,128)
3,600,824 5,225,889
32,383,662 35,243,994
28,782,838 30,018,105
2002 4 1 5225889 7,121,147
) (1,625,065  (1,895,258)
2003 3 31 3,600,824 5,225,889
32,383,662 35,243,094

Statement of Assetsand Liabilities
asat 31 March 2003

Assets
L oans Outstanding
Housing loans
Education loans
Other loans

Net Current Assets
Current Assets
Investments with the Exchange Fund
Cash and bank balances

Current Liabilities
Deposits

Representing:
Total Fund Balance
Applied Fund
Available Fund
Balance at 1 April 2002
Surplus/(Deficit) for the year
Balance at 31 March 2003
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L oan Fund
STATEMENT OF LOANS
2002 4 2003 3 31
1
Loans|
Balances Loans Loans Loans Outstanding
at 1.4.2002 Approved Made Repaid at 31.3.2003| Descriptions
$ 000 $ 000 $ 000 $ 000 $'000
HOUSING LOANS
- Hong Kong Housing Society -
21,430 146,019 = (4,932) 16,498| Completed Schemes
146,018 (129,520)
Rural public housing
(i) 18,748 30,300 = (758) 17,990| (i) Tui MinHoi
30,000 (12,310)
(i) 81,033 110,500 = (2,762) 78,271| (i) ShaTau Kok
110,500 (32,229)
384,483 1,380,000 = (70,305) 314,178 Sandwich class housing loan scheme
1,380,000 (1,065,822)
14,953,000 18,000,000 — (1,092,000) 13,861,000 Home starter loan scheme
14,953,000 (1,092,000)
- Local government officers -
3% 5 5,483 179,800 — (686) 4,797| Loans3¥2to 5% p.a
179,767 (174,970)
7,043 10,000 — (7,043) —|Hong Kong Settlers Housing
10,000 (10,000) Corporation Ltd.
6,569,099 10,438,000 210,805 (1,564,342) 5,215,562 Housing assistance for civil servants -
(b) 5,215,562 _ housing loans
_ 30,000 — — —|Hong Kong Institute of Education
4,175 (4,175)
22,040,319 30,324,619 210,805 (2,742,828) 19,508,296| TOTAL FOR HOUSING LOANS
22,029,322 (2,521,026)
EDUCATION LOANS
/ Loans to Schools/Teachers
10,541 222,086 — (3,075) 7,466/ Loans to schools
221,488 (214,022)
291,375 490,000 = = 291,375| Loans to schools in the bought place
291,375 — scheme
83,655 181,961 — (17,667) 65,988| L oans to schools in the direct subsidy
181,961 (115,973) scheme
161,643 188,391 = (14,435) 147,208 L oans to non-profit-making
188,391 (41,183) international schools
_ 100,000 — — —|Slope improvement loan scheme for
— — private schools
203,170 5,000,000 477,806 (17,613) 663,363| Start-up loan for post-secondary
680,976 (17,613) education providers
30 N.A. — (26) 4|Loansto teachersin training
77,076 (77,072)
N.A. - Not applicable
[ ] 200203  Figures

I

Cumulative figures

(extracted from page 361 of the “ Accounts of the Government for the year ended 31 March 2003")
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Loan Fund
STATEMENT OF LOANS
(Continued)
2002 4 2003 3 31
1
Loans
Balances Loans Loans| Loans Outstanding
at 1.4.2002 Approved Made Repaid at 31.3.2003| Descriptions
$ 000 $ 000 $ 000 $ 000 $'000
Loansto Students
3,382,353 N.A. 518,209| (c) (862,953) 3,037,609| Students of the universities, the Hong
8,040,580 (5,002,971) Kong Institute of Vocational
Education, Prince Philip Dental
Hospital, Hong Kong Institute of
Education and Hong Kong Academy
for Performing Arts
1,180,303 N.A. 753,056 (c) (104,118) 1,829,241|Non-means-tested loan scheme
2,121,397 (292,156)
21,514 N.A. 53,980 (951) 74,543|Means-tested |oan for post-secondary
75,529 (986) students
65,232 N.A. 7191 (0 (12,831) 59,592| Students of approved post-secondary
184,990 (125,398) colleges
703 N.A. — (309) 394|Hong Kong studentsin the United
173,452 (173,058) Kingdom
5,400,519 N.A. 1,810,242 (1,033,978) 6,176,783| TOTAL FOR EDUCATION
12,237,215 (6,060,432) LOANS
OTHER LOANS
Labour
1,315 10,000 420 (© (444) 1,291 |Loans to employeesinjured at work and
(b) 1,291 — dependants of deceased employees
50,000 115,000 — (13,000) 37,000|Loan for starting up occupational
115,000 (78,000) deafness compensation scheme
50,000 280,000 22,299 — 72,299|Bridging loan to Employees
(& 82,299 (10,000) Compensation Assistance Fund Board
— 695,000 — — —|Bridging loan to Protection of Wages
— _ On Insolvency Fund Board
Primary Products
65,700 100,000 26,045 (7,346) 84,399 |Fisheries loans
(b) 84,399 —
Kadoorie Agricultural Aid Loan Fund -
2,997 80,500 — (1,647) 1,350| Livestock waste control scheme
(@ 19,744 (18,394)
248 80,000 — (60) 188| Loansto poultry farmers
14,638 (14,450)
14,236 200,000 — (© (5375) 8,861| Loansto mariculturists
130,189 (121,328)
2,007 570,000 — (© (1,226) 781|L oans to poultry wholesalers and
81,498 (80,717) retailers
1,705 65,000 — (1,465) 240| Fish Marketing Organization Loan Fund
46,645 (46,405) - loans to fishermen
13,468 146,000 — (120,957) 2,511|Loansto poultry wholesalers and
15,423 (12,912) retailers affected by avian flu
N.A. — Not applicable
[ ] 200203  Figures

I

Cumulative figures

(extracted from page 362 of the “ Accounts of the Government for the year ended 31 March 2003")
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Loan Fund
STATEMENT OF LOANS
(Continued)
2002 4 2003 3 31
1
Loans
Balances Loans Loans| Loans Outstanding
at 1.4.2002 Approved Made Repaid at 31.3.2003| Descriptions
$'000 $'000 $'000 $'000 $'000
- Development of Industrial Estates -
Hong Kong Science and Technology
Parks Corporation
[irls 126,713 900,000 — (126,713) —|Tseung Kwan O Industrial Estate loan
(8 295,663 (295,663)
Land Development
19,936 100,000 — (19,936) —|Urban Renewa Authority
31,150 (31,150)
Industry
- 117,229 266,970 — (13,026) 104,203|Hong Kong Productivity Council -
(& 267,810 (163,607) special purpose building
Estate Agents Authority
28,000 40,000 — (28,000) —|Loan to Estate Agents Authority
40,000 (40,000)
Building Safety
25,843 700,000 53,620 (12,073) 67,390| Comprehensive building safety
(b) 67,390 — improvement loan scheme
Tourism
100,000 100,000 — — 100,000(International Events Fund
(b) 100,000 —
— 500,000 — — —|Ocean Park Lowland Redevelopment
— — Fund
Small and Medium Enterprises
184,870 5,000,000 76,317 (7,941) 253,246 Special finance scheme for small and
253,246 — medium enterprises
Water Supply
1,773,000 2,364,000 591,000 — 2,364,000(L oan to the Guangdong Provincia
2,364,000 — People’' s Government for water
quality improvement project
Information Technology
— 6,500 — — —|Loan to Hong Kong Internet
— — Registration Corporation Limited
2,577,267 12,318,970 769,701 (249,209) 3,097,759| TOTAL FOR OTHER LOANS
4,010,385 (912,626)
30,018,105 N.A. 2,790,748 (4,026,015) 28,782,838| GRAND TOTAL
38,276,922 (9,494,084)
N.A. - Not applicable
[ ] 200203  Figures

I

Cumulative figures

(extracted from page 363 of the “ Accounts of the Gover nment for the year ended 31 March 2003”)
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Job Description of Principal Assistant Secretary (Treasury) A/B/C/D

Rank : Administrative Officer Staff Grade C (D2)

Responsibleto : Deputy Secretary (Treasury)1l [DS(Tsy)1]

Main Duties—

assist the DS(Tsy)1 in looking after the financial aspects of agroup of policy areas
with the following specific duties —

1.

examining new policy initiatives to ensure that the resource requirements and
financial implications are acceptable in the light of current and projected fiscal
position and the guidelines set by the Financial Secretary;

assisting the DS(Tsy)1 in Resource Allocation Exercise to ensure that the
allocations to bureaux and departments are in accordance with the guidelines
and established rules;

examining the draft Estimates submitted by bureaux and departments
to ensure that they are within the approved budgetary allocation and in
accordance with established rules;

assisting bureaux and departments in seeking changes to the approved
Estimates, when necessary and justified, including submissions to Finance
Committee and its Establishment Subcommittee;

approving proposals under delegated authority and giving advice to
departments to ensure that they manage their resources in a manner consi stent
with established financial regulations and policies; and

participating in policy reviews and other management studies with a view to
promoting greater efficiency in use of resources.
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Job Description of
Chief Treasury Accountant, Management Accounting (MA) Division

Rank . Chief Treasury Accountant (D1)

Responsibleto : Principal Assistant Secretary (Treasury) MA

Main Duties—

assist the Principal Assistant Secretary (Treasury) MA in professional management
accounting work including —

1.

reviewing the performance of the Operating Accounts and 5-Y ear Projections
of the Government utilities and their fee proposals to ensure that the financial
targets set by the respective Operating Accounts Committee chaired by the
Permanent Secretary for Financial Services and the Treasury (Treasury) are
met;

preparing revenue estimates from Government utilities and monitor
performance;

considering fee/charging proposals of more complex/sensitive nature, or with
service-wide implications;

evaluating the financial implications or viability of proposals; and
providing advice to bureaux/departments on matters relating to interest rates,
discount rates and investment strategy; conducting review on interest rate for

Government loans including student loans; and preparing regular statements
on return of fiscal reserves.



Enclosure 13 to EC(2003-04)16

Job Description of
Chief Treasury Accountant, H Division

Ranks . Chief Treasury Accountant (D1)

Responsibleto : Principal Assistant Secretary (Treasury) H

Main Duties—

assist the Principal Assistant Secretary (Treasury) H in—

1. conducting sensitivity analyses on the determination of Expenditure Guidelines
and the allocation of Operating Expenditure Envelope, taking into account the
Savings Target to be implemented and other relevant policy issues;

2. performing scenarios analyses of Medium Range Forecast including the
research of relevant economic and fiscal data and the recommendation on the
use of various parameters;

3. providing analytical and technical support for the formulation of budget
strategies and the preparation of the Budget Speech and other budget-related
publications; and

4. providing analytical assessment and comments on International Monetary

Fund’ s statements and papers in respect of the fiscal policies and outlook in the
Article IV Consultation.
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Existing Organisation Chart of the Training Section,
Inland Revenue Department

Chief Assessor
(D1) PSII
Senior Assessor
Senior Assistant Assessor Senior Assistant Assessor

Clerical Assistant

Proposed Organisation Chart of the Training Section,
Inland Revenue Department

A Ssessor

Senior Assistant A ssessor

Clerical Assistant



Organisation Chart of Inland Revenue Department

asat 1.12.2003

Commissioner of Inland Revenue
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Deputy Commissioner (Technical)

Deputy Commissioner (Operations)

(D3) (D3)
I I I I
Commissioner's Unit Unit 1 Unit 2 Unit 3 Unit 4 Headquarters Unit
Assistant Commissioner 2 Assgtant Commissioners Assistant Commissioner Assistant Commissioner
(D2) (D2) (D2) (D2)
Appeals Tax Processing and Review Tax Processing and Review Collection Field Audit Information Systems
(Profits Tax - Corporations (Salaries Tax, Profits Tax - and
and Partnerships) Sole-proprietorships, . Investigation —
Technical Research Property Tax Inspection Training
and Personal Assessment)
Double T axation Estate Duty Enquiry Services
Charitable Donations Stamp Duty Departmental
Administration
Complaints Business Registration
Internal Audit
Specia Duties

Forms & General Support
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Proposed Organisation Chart of Inland Revenue Department
asat 1.4.2004

Commissioner of Inland Revenue
(Do)

Deputy Commissioner (Technical) Departmental Deputy Commissioner (Operations)
(D3) Administration (D3)
I I I I
Commissioner's Unit Unit 1 Unit 2 Unit 3 Unit 4 Headquarters Unit
Assistant Commissioner Assistant Commissioner Assistant Commissioner Assistant Commissioner Assistant Commissioner
(D2) (D2) (D2) (D2) (D2)
Appeals Tax Processing and Review Tax Processing Collection Field Audit Information Systems
(Profits Tax - Corporations| | (Salaries Tax, Profits Tax - and
and Partnerships) Sole-proprietorships, Investigation
Technical Research Property Tax - Sole Owners Inspection Training
and Personal Assessment)
Double T axation . .
Estate Duty Enquiry Services
Charitable Donations .
Stamp Duty Document Processing

Complaints

Internal Audit

Special Duties

Forms & General Support

Business Registration

Output Despatch

Tax Record

Tax Processing
(Property Tax - Joint
Owners and Corporations)
and Review
(Profits Tax -
Sole-proprietorships,
Property Tax and
Personal Assessment)




Rank
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Main Duties and Responsibilities of
Present Assistant Commissioner 1 (Unit 2)

. Assistant Commissioner of Inland Revenue (D2)

Responsibleto : Deputy Commissioner of Inland Revenue (Technical) [DCIR(T)]

Main

1.

Duties—

to overseethe overall administration of Unit 2, and to decide on establishment,
human resource management and financial arrangement matters in the Unit,
including preparation of revenue estimates, Programme Management
Structure, Controlling Officer’s Report and monitoring of Unit expenditures;

to plan and monitor the assessing programmes of the Unit;

to oversee the delivery of taxpayers service in accordance with the
performance pledges, including handling of taxpayers complaints and the
consequential changes in procedures, publicity, press enquiries and re-
specification of statutory and non-statutory forms,

to co-ordinate with the Information Systems Division regarding the
computerization need of Unit 2 and the development, maintenance and
enhancement of the computer systems supporting the Unit’s operations;

to oversee the Property Tax, Test and Review Section; and
to assist Commissioner of Inland Revenue (CIR) and DCIR(T) in the

deliberation on and implementation of budget proposals and other legal
amendments, in particular itsimpact on operations.
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Main Duties and Responsibilities of
Present Assistant Commissioner 2 (Unit 2)

Rank . Assistant Commissioner of Inland Revenue (D2)

Responsibleto : Deputy Commissioner of Inland Revenue (Technical) [DCIR(T)]

Main Duties—

1.

to give technical advice and guidance to professional officers and issue tax
rulings;

to monitor the progress and effective handling of objection cases;

to be in charge of compliance matters, including monitoring of the progress
of informer's cases, detection of non-reporting of chargeable incomes,
enforcement of Section 51C and 82A actions, and initiating prosecutions;

to handle applications for advance rulings and answer technical enquiries,

to oversee the PQS Section which dealswith property dealing cases, queries of
sources of fund, service companies and special technical projects.; and

to assist CIR and DCIR(T) in the deliberation on and implementation of budget
proposals and other legal amendments related to tax on individuals.
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Main Duties and Responsibilities of
Assistant Commissioner (Headquarters)

Rank . Assistant Commissioner of Inland Revenue (D2)

Responsibleto : Deputy Commissioner of Inland Revenue (Operations)

[DCIR(O)]

Main Duties—

1.

to oversee the overall administration of the Headquarters Unit, and to decide on
establishment, human resource management and financial arrangement matters
in the Unit, including preparation of revenue estimates, Programme
Management Structure, Controlling Officer’s Report and monitoring of Unit
expenditures;

to plan and monitor the AFAL assessment programmes,

to monitor the operation of the Property Tax, Test and Review Section,
including its assessing programmes, objection processing, compliance matters,
performance pledges and complaints; and to give technica advice and
guidance to professional officers on Property Tax matters;

toassist CIR and DCIR(O) in the deliberation on and implementation of budget
proposals and other legal amendments related to Property Tax;

to oversee and co-ordinate the in-depth study on Goods and Services Tax;

to oversee the operations of the Document Processing Centre, Output Despatch
Centre, and Tax Records Centre;

to oversee the delivery of taxpayers service by the Unit in accordance with the
performance pledges, including handling of taxpayers complaints and the
consequential changes in procedures, publicity, press enquiries and re-
specification of statutory and non-statutory forms;

to assist DCIR(O) in formulating strategic information technology plans,
and overseeing the operation of the Information Systems Division and
deployment of information technology resources within IRD Information
Systems Strategic Plan and be IRD’s co-ordinator of the e-government
initiatives,

/9. .....
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9. to assist DCIR(O) in identifying staff's training needs, overseeing and
monitoring training programmes for the Department, and heightening the
professional knowledge of IRD staff; and

10. to oversee the taxpayer services function of the Department including the
chairmanship of the Service Standard Committee and to recommend
improvement of the Department’ s performance pledges.



