SFS' speech at Finance Conm ttee Special Meeting
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The follow ngisthe speech by the Secretary for Fi nanci al
Services, M Rafael Hui, at the special neeting of Finance
Comm ttee today (March 22) (English translation):

M . Chai r man,

| nt roducti on

The pol i cy obj ecti ve of t he Fi nanci al Servi ces Bur eau ( FSB)
is to strengthen Hong Kong’' s conpetitiveness by maintaining
and enhancing Hong Kong' s status as a major internationa
financial centre.

The expenditure estimte of the Bureau for 2000/01 is
$162.6mllion. O this, personal enolunentswi |l account for
about 63. 4% departnent al expenses for about 28. 6%and gener al
non-recurrent expenses for theremai ning 8 The expendi ture
estimate for 2000/ 01 represents a decrease of 12.4%agai nst
the revised estimate for 1999/ 2000.

The areas of workwew || focusoninthecom ngyear i ncl ude
t he securities and banki ng sect ors and t he Mandat ory Provi dent
Fund system Since discussions on these have been held at
nmeetings of the Legislative Council and the rel evant panels
fromtinme to tine, I wll only give a brief account here.

Securities

. The nmerger of the exchanges and t heir cl eari ng houses
has been conpl et ed;

. The financial infrastructure study has al so been
conpl eted and t he recommendati ons wi | | be i npl enent ed
by t he Securities and Fut ures Conm ssi on and t he Hong



Kong Exchange;

. The drafting of the conposite Securities and Futures
Bill has been conpleted and will be published as a
VWiiteBill for publicconsultationinearly April. W
w Il consult therel evant LegCo Sub-conm ttee and t he
Fi nanci al Services Panel. The consultation exercise
will endinlate June and our target istoget theBill
enacted by April 2001.

. O her noreurgent | egi sl ati ve anendnent s such as t hose
relating to short-selling of shares and false
reportingareawaitingtheapproval of the Legislative
Counci | .

1. DevelopingaMilti-currency Cearing System Buildinga
Leadi ng Debt Market in the Reqgion and Reform ng t he Banki ng
Sect or

Regardi ng our reconmendations on developing a nulti-
currency clearing system building aleading debt market in
the region and reform ng the banking sector, the Financi al
Secretary has given a detail ed account in his Budget Speech,
so | amnot going to repeat here.

[11. Mundatory Provident Fund System

The Mandatory Provident Fund Authority is now actively
carrying out various preparations, including approving
applications and |aunching publicity programmes. In the
com ng fewnonths, we will submt to the Legislative Counci l
sone proposed anendnents to the relevant subsidiary
| egi sl ati on and the proposed date of inplenentation.

| nowturnto and nention briefly sonme areas of work t hat
do not attract too nuch public attention:

I V. Review of the Role of the Oficial Receiver in the




Adm nistration of |Insolvency Cases

The FSB has set aside $8 nillion in the com ng year for
conmi ssioning a consultancy study to fully review and re-
position the existing role of the Oficial Receiver’s Ofice
(ORO and forrmul ate its policy objective. W have to do that
for the foll ow ng reasons —

(a) Because of the re-structuring of the econony, the
remai ni ng assets of the conpani es now going into
| i qui dati on have decreased. As a result, the
subsidies given by the Governnent when
adm ni stering these cases have been on the ri se.
It is necessary for the CGovernnment to exam ne
whet her unlimted resources shoul d be allocated
for the provisionof this service, and to give the
OROanewrolethat will better suit the prevailing
soci al environnent and econom c devel opnents;

(b) We hopetofindwaystoattract nore private sector
prof essionals to deal with insol vency cases so as
tobringabout heal thy conpetitionintheindustry;
and

(c) The Law Reform Conm ssion recommended in its
report releasedinJulylast year that alicensing
system be established to bring in fornal
supervi sion of the professional standards of the
i ndustry.

It is expected the report will be conpleted in 12 to 18
nont hs' tine. W will then consult the market and the

i ndustry.

V. Review of Corporate Governance Standards in Hong Kong

Torai sethe standards of cor porat e governance i n Hong Kong
is an on-going task. In the past few years, apart fromthe



Gover nnent , the market regul ators and professional
organi sations as wel | as the corporate sector itself have been
commtted to introducing new standards to inprove the
cor porate governance regi nme in Hong Kong.

In its report published |ast nonth on the consultancy
report of the Revi ewof Hong Kong’ s Conpani es Ordi nance, the
Standing Commttee on Conpany Law Reform recommended t hat
further study be carriedout onsoneissues. Theseissueswere
all related to enhancenent of corporate governance standards
and i ncl uded t he appoi ntnment of directors, the structure of
t he boards of public conpanies, etc. Inthis connection, as
nmentioned by the Financial Secretary in his Budget Speech,
the standingcommtteew || conduct astudythisyear toreview
the existing | egal framework, rul es devel oped by the market
regul ators and codes of practice proposed by professional
organi sations. The aimis to identify and plug any gaps in
our corporate governance regi ne and nmake reconmendati ons on
ways of i nprovenent.

The mai n purpose of the reviewis to fornulate a set of
st andar ds of corporate governance that are suitabl e for Hong
Kong’ s conpanies andinlinewth the characteristics of the
enterprises in Hong Kong. Depending on what issue is to be
revi ewed, the Standi ng Commttee on Conpany Law Reformw | |
invite rel evant mar ket bodi es, professional reorgani sations
and regulators to participate in the exercise. W have set
aside $2 mllion in the Estimates for 2000-01 to provide
funding for the review

VI. Conprehensive Review of the Conpanies O di nance

The St andi ng Conmi tt ee on Conpany Law Ref ormconpl etedits
report in 1999 on the recommendations in the consultancy
report onthe Revi ewof Hong Kong’ s Conpani es Ordi nance. More
t han 30 proposal s on reform ng the Conpani es Ordi nance have
been made by the standing conmttee.



W will divide the proposals into three batches. First
of all, the proposal s which can be i ntroduced separately and
are sinple in nature will be incorporated into the first-
stage Conpanies (Anmendnent) Bill. Then, in the corporate
governance review to be conducted | ater this year, we wll
study those proposals requiring further exam nation and

public consultation. Finally, we will deal with the ones
i nvol ving structural changes to the Conpani es Ordinance in
future legislative reforns. Exanples of these are the

integrating of the provisions relating to bankruptcy and
| i qui dati on of conpani es, and t he reorgani sing and updating
of the existing provisions in the Conpanies O dinance.

VIl. lnsurance |Industry

We wi ||l continue our efforts inprudent supervision of the
i nsurance industry by review ng and updating the insurance
regulatory reginme fromtinetotine to protect theinterests
of police holders. W wll also continue to pronote the
devel opnment of the insurance industry to mai ntai n Hong Kong’ s
status as a |l eading international insurance centre. W wl|
work closely with the industry in the operation of the
I nsurance Internediaries Quality Assurance Schene in order
t o upgrade t he prof essional standards of internedi aries. At
thesanetine, anoverall reviewonthe self-regul atory system
of insurance internediaries will be conducted this year to
provide greater protection for the insured’ s interests.

VIII. Econonic Analysis and Vital Statistics

To provi de econom ¢ anal ysis and statistical services is
anot her i nportant task of the FSB. We wi || pay nore attenti on
tothelocal andinternati onal econom c devel opnents and t hose
of the Mainland, study the effects of these devel opnents on
Hong Kong’ s econony, and publ i sh econom c reports and provi de
econom c forecasts on a regul ar basis.

In the com ng year, we will| focus on nmaki ng preparations



for the census to be held in 2001. The Census and Statistics
Departnent wi Il al so conduct a nunber of surveys, such as t he
Househol d Expendi ture Survey, survey of the | abour force and
survey of the services industry, with a viewto collecting
nore data to assist the Governnent in its fornulation of
poli ci es.

End/ Wednesday, March 22, 2000
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