For discussion EC(2021-22)1
on 5 May 2021

ITEM FOR ESTABLISHMENT SUBCOMMITTEE
OF FINANCE COMMITTEE

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

Subhead 000 Operational expenses

Members are invited to recommend to Finance
Committee the retention of the following
supernumerary post in the Financial Services Branch of
the Financial Services and the Treasury Bureau for
three years from 22 June 2021 or with immediate effect
upon approval by the Finance Committee, whichever is
later —

1 Administrative Officer Staff Grade C
(D2) ($179,350 - $196,050)

PROBLEM

We need dedicated staffing support at the directorate level in the
Financial Services Branch (FSB) of the Financial Services and the Treasury Bureau
(FSTB) to continue to provide necessary policy input and support to various reform
measures of the Mandatory Provident Fund (MPF) System.

PROPOSAL

2. We propose to retain the supernumerary Administrative Officer Staff
Grade C (AOSGC) (D2) post of Principal Assistant Secretary for Financial Services
and the Treasury (Financial Services) Mandatory Provident Fund Reform
(PAS(FS)MPF Reform) in FSB of FSTB for three years from 22 June 2021, or with
immediate effect upon approval by the Finance Committee (FC), whichever is later.

/JUSTIFICATION .....
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JUSTIFICATION
Creation of the Supernumerary Post

3. At present, the Deputy Secretary for Financial Services and the
Treasury (Financial Services)2 (DS(FS)2) in FSB supervises two AOSGC posts,
including PAS(FS)MPF Reform. PAS(FS)MPF Reform is a supernumerary
directorate post created, upon the approval of the FC, on 22 June 2018 for
three years to provide support to DS(FS)2 on policy and legislative matters relating
to various reform measures of the MPF System (e.g. development of the eMPF
Platform Project (the eMPF Project) and the review of the Default Investment
Strategy (DIS)), policy and legislative work relating to Occupational Retirement
Schemes, as well as housekeeping of the Mandatory Provident Fund Schemes
Authority (MPFA).

Continued Need for the Supernumerary Post

4. The supernumerary post of PAS(FS)MPF Reform will lapse on
22 June 2021. We consider it necessary to retain the post for another three years to
provide continued support to the implementation of various policy and reform
measures relating to the MPF System, as detailed in paragraphs 5 to 8 below.

(A) The eMPF Project

5. We have been working closely with the MPFA on the eMPF Project
to provide a common electronic platform to facilitate the standardisation,
streamlining and automation of MPF scheme administration processes. In the past
three years, we accomplished the following milestones, bringing the eMPF Project
to the development stage —

(a)  formulated the common standards and technical specifications for the
scheme administration functions to be performed by the eMPF
Platform in collaboration with the industry in 2019;

(b) engaged in discussions with the industry on the fee-setting
mechanism of the eMPF Platform, transitional arrangement, etc;

(c)  secured the approval of the Legislative Council (LegCo) for the
first-stage legislative amendments to the Mandatory Provident Fund
Schemes Ordinance (MPFSO) in July 2020 to empower the MPFA to
set up a wholly-owned subsidiary company to take charge of the
eMPF Project;

(d)  completed the tender exercise and awarded the contract to develop,
operate and maintain the eMPF Platform in January 2021; and

/(e) .....
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(e)  established the MPFA’s wholly-owned subsidiary, namely the eMPF
Platform Company (the Company), in March 2021.

6. Our target is to complete the hardware and software development of
the eMPF Platform by the end of 2022 and start the transition in batches starting
from 2023, with a view to enabling the eMPF Platform to come into full operation
in 2025. To meet the development timetable, we are pressing ahead with the eMPF
Project on wvarious fronts, covering project development work, contract
management, discussions with the industry on the implementation details and
transitional arrangements, legislative work, and operation of the Company.

7. The coming three years from June 2021 would be particularly critical
to the success of the eMPF Project. Subject to the FC’s approval of the retention
of the supernumerary post, PAS(FS)MPF Reform would be tasked with the
following major responsibilities —

(a)  Legislation — Following the passage of the Mandatory Provident
Fund Schemes (Amendment) Bill 2019 by LegCo in July 2020, the
Government will introduce the second-stage amendments! to the law
to enable the operation of the eMPF Platform as the common gateway
for scheme administration processes in the MPF System. In
particular, the second-stage legislative proposals will include the
proposed statutory requirements for the “straight pass-on” of cost
savings to scheme members and corresponding reduction to the
topline fees of MPF funds, including DIS funds, following
the implementation of the eMPF Platform. Our current target is
to introduce the second-stage legislative amendments in mid-2021.
The legislative exercise would require a dedicated directorate officer
to oversee, and subject to enactment of the Amendment Bill, take
follow-up actions including drafting of the subsidiary legislation for
commencement of various provisions to tie in with the phased
implementation of the eMPF Platform, monitoring formulation of
guidelines and operating rules by the MPFA and the Company, as well
as continuous engagement with the stakeholders on the
implementation of the new law.

(b)  Project Implementation — Building of the eMPF Platform is expected
to complete by the end of 2022 at the earliest. The eMPF Project
would then enter into the operational stage, with a transition of
two to three years for orderly migration by the existing 14 trustees

/and .....

' For details of the second-stage legislative proposals, please refer to the discussion paper considered and

supported by the LegCo Panel on Financial Affairs (FA Panel) at its meeting on 4 January 2021
(LC Paper No. CB(1)417/20-21(03)).
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(©)

(d)

and their 27 MPF schemes. Trustees’ onboarding to the eMPF
Platform will be a mega exercise of data standardisation and
migration, covering over 10 million of MPF accounts held by over
4.4 million scheme members and some 300 000 participating
employers. Given the massive scale and amount of data involved,
FSB would need a dedicated directorate officer to monitor the project
progress and provide policy support to the MPFA, the Company and
the contractor on the project management to ensure a smooth
transition.

Achieving Cost Savings — One of the key objectives of the eMPF
Project is to reduce administration costs and create room for fee
reduction. The latest projection is that the total cumulative
quantifiable cost savings to scheme members would possibly be in
the range of $30 billion to $40 billion in ten years. PAS(FS)MPF
Reform would monitor the progress of fee reduction, provide policy
views to the MPFA and maintain liaison with the industry at the
bureau level to ensure that the eMPF Project would serve the public
interest and the intended policy objectives of enhancing operational
efficiency, optimising the economies of scale and providing quality
and cost-efficient administration services to users of the MPF system.

The Company — The Company as mentioned in paragraph 5(e) above
was incorporated in early March 2021 by the MPFA pursuant to
section 6DA of the MPFSO and approval by the Financial Secretary.
The Government plays an important role in the governance of the
Company in areas such as appointment of the directors, Chairperson
and Chief Executive Officer, approval of the annual budget, work
plan and fee-charging in relation to the eMPF Project, and
participation in the Board of Directors (BoD). PAS(FS)MPF Reform
is the alternate director to the Permanent Secretary for Financial
Services and the Treasury (Financial Services) on the BoD of the
Company to help ensure that the corporate objectives and planning of
the Company align with the policy objectives of the eMPF Platform
and operate in the public interest. PAS(FS)MPF Reform is also
responsible for providing policy support to the governance matters
and monitoring operation of the Company, as well as the
disbursement of capital grant to the Company? in relation to the eMPF
Project.

/(B) ...

2 With the support of the LegCo FA Panel in December 2018 and December 2019, we obtained funding
approval for the non-recurrent provisions of $3,367.15 million and $536.48 million for the eMPF Project
in May 2019 and May 2020 respectively. The FA Panel also supported an additional non-recurrent
funding of $1,035.646 million for the eMPF Project at its meeting in January 2021, which is subject to
approval by LegCo in the context of the Appropriation Bill 2021. The Government will sign a tripartite
agreement with the MPFA and the Company on the use of the capital grant in relation to the eMPF

Project.
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(B) Government’s Initiative to Pay 5% MPF Contributions for Low-income
Persons

8. As announced by the Chief Executive in January 2020 as one of the
ten livelihood initiatives to support grassroots and underprivileged people, the
Government will pay 5% MPF contributions on behalf of low-income employees
and self-employed persons whose monthly income is less than the Minimum
Relevant Income Level and who are exempted from making MPF contributions.
The proposal will be carried out upon the full implementation of the eMPF Platform
in around 2025 when all trustees, their schemes and related data of scheme members
are migrated to the centralised platform. To implement this initiative, PAS(FS)MPF
Reform would be tasked to work out the eligibility and implementation details of
the initiative in collaboration with the MPFA.

9. The proposed job description of the PAS(FS)MPF Reform post is at
Enclosure 1.

NON-DIRECTORATE SUPPORT

10. PAS(FS)MPF Reform will continue to be supported by
four non-directorate civil service posts comprising one Senior Administrative
Officer, one Administrative Officer, one Personal Secretaryl (PSI) and
one Assistant Clerical Officer posts. Among them, the PSI post is a time-limited
post that will be re-created for three years upon its lapse on 22 June 2021.

ALTERNATIVES CONSIDERED

11. The possibility of redeploying existing staffing resources from
another division under the supervision of DS(FS)2 or other teams within FSB to
take over the work of PAS(FS)MPF Reform has been explored but is considered
not feasible. Other Principal Assistant Secretaries (PASs) in FSB oversee different
policy areas, including securities and futures, banking, insurance, insolvency and
accountancy, policies and legislation relating to companies and trusts, and
Mainland-related measures on financial services. All of them are fully occupied
with their existing policy portfolios and have no spare capacity to take over part or
all of the work of PAS(FS)MPF Reform without affecting their own work under
their respective portfolios. A dedicated directorate staff is therefore required to
oversee the eMPF Platform and other major MPF-related initiatives as mentioned
above. The existing job descriptions of other PASs in FSB are at Enclosure 2 and
the organisation chart of FSB is at Enclosure 3.

/FINANCIAL .....
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FINANCIAL IMPLICATIONS

12. The proposed retention of the supernumerary AOSGC post will incur
an additional notional annual salary cost at mid-point of $2,283,600. The additional
full annual average staff cost, including salaries and staff on-cost, is $3,106,000.

13. The additional notional annual salary cost at mid-point arising from
the re-creation of the non-directorate PSI post mentioned in paragraph 10 above is
$463,140 and the full annual average staff cost, including salaries and staff on-cost
is $713,000.

14. We have included sufficient provision in the draft Estimates of
2021-22 to meet the above costs and will reflect the resources required in the
Estimates of the subsequent years concerned.

PUBLIC CONSULTATION
15. On 9 April 2021, we consulted the LegCo FA Panel on the proposed
retention of the supernumerary AOSGC post for three years from 22 June 2021, or

with immediate effect upon approval by the FC, whichever is later. Members
supported the proposal.

ESTABLISHMENT CHANGES

16. The establishment changes in the FSB for the past two years are as
follows —
Number of Posts
Establish t isti
s a(N?ostel)nen Eé::t:tlg As at As at
1 April 2021) 1 April 2020 | 1 April 2019

A 13+(2) 13+ (3) 13+(3)

B 34 33 32

C 60 60 58

Total 107 + (2) 106 + (3) 103 + (3)

Note -
A — ranks in 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

/CIVIL .....
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CIVIL SERVICE BUREAU COMMENTS

17. The Civil Service Bureau supports the proposed retention of the
supernumerary AOSGC post. The grading and ranking of the proposed post are
considered appropriate having regard to the level and scope of responsibilities.

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

18. As the post is proposed on a supernumerary basis, its retention, if
approved, will be reported to the Standing Committee on Directorate Salaries and
Conditions of Service in accordance with the agreed procedure.

Financial Services and the Treasury Bureau
April 2021
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Proposed Job Description
Principal Assistant Secretary for Financial Services and the Treasury
(Financial Services) (Mandatory Provident Fund Reform)

Rank :  Administrative Officer Staff Grade C (D2)

Responsible to :  Deputy Secretary for Financial Services and the Treasury
(Financial Services) 2

Main Duties and Responsibilities —

1. Responsible for policy and legislative work relating to the reform of the
Mandatory Provident Fund System, in particular, the eMPF Platform,
including the relevant legislative amendments, engagement with the industry
and commencement of the eMPF Platform.

2. Responsible for monitoring the project progress and use of resources by the
Mandatory Provident Fund Schemes Authority (MPFA) and the eMPF
Platform Company in accordance with the Grant Agreement relating to the
eMPF Platform Project.

3. Responsible for policy and legislative matters relating to the Default
Investment Strategy and review on the Minimum and Maximum Relevant
Income Levels.

4. Responsible for providing support to legislative matters relating to the
Abolition of Offsetting Arrangement as well as the incorporation and
operation of the Designated Savings Account under the eMPF Platform.

5. Responsible for policy work relating to the Occupational Retirement
Schemes.
6. Responsible for handling housekeeping matters of and liaison with the

MPFA.
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Major Duties and Responsibilities of the Existing Principal Assistant
Secretaries for Financial Services and the Treasury (Financial Services)
(PAS(FS)s)

PAS(FS)1

Responsible for formulating policy and legislation relating to the regulation of the
securities and futures markets, asset and wealth management, investor protection
and education, and coordination among the financial regulators on risk management
matters. Also handles housekeeping matters of the Securities and Futures
Commission (SFC), oversees the operation of the Market Misconduct Tribunal and
the Securities and Futures Appeals Tribunal, and provides secretariat support for the
Process Review Panel for the SFC.

PAS(FS)2

Responsible for formulating policy and initiatives relating to development of the
markets operated by the Hong Kong Exchanges and Clearing Limited (HKEX),
including Shanghai-Hong Kong Stock Connect and Shenzhen-Hong Kong Stock
Connect, as well as policy and legislation relating regulation of the markets
operated by and infrastructure of the HKEX, and the over-the-counter derivatives
market. Also responsible for liaison with the HKEX.

PAS(FS)3

Responsible for formulating policy and initiatives relating to financial cooperation
with the Mainland (including the promotion of offshore Renminbi business in
Hong Kong), and overseeing policy and legislation relating to the resolution regime
for financial institutions in Hong Kong and the development of green finance
(including green bonds).

PAS(FS)4

Responsible for formulating policy and legislation relating to the accountancy
sector, corporate insolvency, reform of auditor regulatory regime, legislative
exercise on introduction of a corporate rescue procedure, liaison with the Financial
Reporting Council (FRC) and the Hong Kong Institute of Certified Public
Accountants, and providing secretariat support for the Process Review Panel for the
FRC.

/PAS(FS)S .....



PAS(FS)5

Responsible for formulating policy and legislation relating to banking including
implementation of Basel III, bond market development, Islamic finance,
anti-money laundering and counter financing of terrorism, corporate treasury
centres, as well as liaison with the Hong Kong Monetary Authority on banking,
monetary and other related issues. Also oversees policy matters relating to the
Deposit Protection Scheme and payment systems.

PAS(FS)6

Responsible for formulating policy and legislation relating to companies, money
lenders, individual bankruptcy and trusts. Also oversees matters relating to
development of Financial Technologies, Hong Kong’s participation in the Asian
Infrastructure Investment Bank and the Asian Development Bank, and handles
housekeeping matters of the Companies Registry and the Official Receiver’s
Office.

PAS(FS) Insurance and Retirement Scheme

Responsible for formulating policy and legislation relating to the insurance sector,
handling housekeeping matters of the Census and Statistics Department and the
Insurance Authority (IA), and providing secretariat support for the Insurance
Appeals Tribunal and the Process Review Panel for the IA.




AOSGAI1
AOSGBI
AOSGB
AOSGC
DS(FS)
IRS

MPF
PAS(FS)

Enclosure 3 to EC(2021-22)1

Organisation Chart of the Financial Services Branch of the Financial Services and the Treasury Bureau

Permanent Secretary for Financial Services and the Treasury (Financial Services)
(AOSGALI)
(D3)

Financial Services Branch
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. - Supernumerary directorate post proposed to be retained in this paper

- Supernumerary directorate post proposed to be retained which will be submitted to the Legislative Council for consideration separately
- Administrative Officer Staff Grade Al

- Administrative Officer Staff Grade B1

- Administrative Officer Staff Grade B

- Administrative Officer Staff Grade C

- Deputy Secretary for Financial Services and the Treasury (Financial Services)

- Insurance and Retirement Scheme

- Mandatory Provident Fund

- Principal Assistant Secretary for Financial Services and the Treasury (Financial Services)
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