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Attendance of Meetings

In July 2019, the Financial Secretary Mr. Paul
Chan attended the annual meeting of the Board
of Governors of the Asian Infrastructure
Investment Bank (AlIB). Reflecting on the
theme of the two-day meeting which include
“Cooperation and  Connectivity”, “Digital
Infrastructure Developments” and “Corporate
Strategy of AlIB”, as well as a series of bilateral
discussions, he believed that in the past few
years Hong Kong has been on the right track in
striving to develop infrastructure financing and
investment, green finance and financial
technology (Fintech). This year | moved a
member’s motion at the LegCo meeting
regarding the development of Fintech, with a
view to raise awareness in the society and to
create a sentiment for developing financial
technology.

According to the research of Accenture, global
investment in Fintech in 2018 has more than
doubled that of those in 2017, achieving a
record of US$ 55,300 million. At the same time,
a number of Fintech research findings showed
that market, talents, capital, government
support and regulatory regime are elements
that contributed to the building of a financial
technology centre. | look forward to the
collaboration between the Government and
financial, innovation and technology industries
to help shape Hong Kong as a global financial
technology hub.
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The LegCo Finance Committee is responsible for scrutinizing and approving public expenditure
proposals put forward by the Government. The Finance Committee also scrutinize the annual Draft
Estimates of Expenditure presented by the Finance Secretary in February every year to the LegCo
together with the Appropriation Bill, which sets out the Government’s annual expenditure proposals
for the following financial year.

All members, other than the President of the LegCo, are members of the Finance Committee. The
Chairman and Deputy Chairman of the Committee are elected by and from its members.

| was elected as Deputy Chairman of the Finance Committee in 2018-2019. During the period,
Finance Committee held 35 meetings, spanning more than 124 hours and deliberated and approved
50 proposals, involving the amount of HK$122.1 billion.

The Finance Committee intended to hold additional meetings in July to expedite the deliberation and
approval process. However, all remaining LegCo meetings before the adjournment of the Council in
summer are cancelled due to the storming of the LegCo Complex incident which resulted in extensive
damages of LegCo facilities. As a result, there are 44 funding proposals pending for approval in the
current LegCo session which have not been discussed, the public works projects involved amount to
more than HK$75 billion.

| hope that the Finance Committee work could be returned to the right track when the LegCo session
resumes in October this year.
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Highlights of Speech:
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s | urge the Government to adopt effective measures to
attract Fintech enterprises and talents to establish
B listor of Enginesring Programime their bases in Hong Kong; encourage local tertiary
in Financial Technology institutions to offer more professional Fintech courses
so as to nurture local talents; and increase the
Fintech adoption rate in society so as to boost Hong
Kong's Fintech development and consolidate Hong
Kong's position as an international financial centre.

s In 2018, the Hong Kong Monetary Authority ("HKMA")
released the Open Application Programming Inter-
face for the banking sector to prepare Hong Kong for
a new era of Smart Banking. HKMA has issued the
first batch of virtual banking licences in the first quar-
ter of 2019; eTradeConnect, a large-scale inter-bank
and inter-enterprise blockchain-based platform, has
also been commissioned, indicating growing popular-
ization and application of Fintech in Hong Kong.

% Like the traditional banking industry, Fintech relies on talents for its rapid development. According

to the Talent Development Survey results published by the Hong Kong Institute of Bankers in
December 2018, up to 97% of the respondents agreed that banking practitioners need to improve
their Fintech knowledge, but only 44% of the respondents had enrolled in relevant training cours-
es. The survey also pointed out that 63% of respondents recognised a serious “skills gap” in the
local banking industry, particularly in the two areas of Fintech and cyber-security. In order to
narrow the skills gap, 55% of respondents believed that in-house training should be provided by
banks and financial institutions, while 20% of respondents considered it necessary to bring in rele-
vant experts from outside Hong Kong.

Recommendations

® When developing university curricula, the Government should integrate STEM education curricu-

lum with the Fintech industry through a range of collaborative programmes in order to provide
more training options. This is also a recommendation made by a “Global Fintech talent shortage”
survey conducted in 2017.

® The Universities in Hong Kong have launched Fintech-related courses in recent years but the

number of graduates trained each year is quite limited. In Singapore, the National Trades Union
Congress, polytechnics and Fintech association have launched Fintech training programmes
since 2017. The Government is urged to collaborate with the Fintech industry as soon as possible
to offer online courses tailored to the needs of the industry, and to award appropriate qualifica-
tions and professional recognition, so that bank employees can flexibly arrange their study time to
adapt to the technological changes in this industry.
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% Policies on Fintech can be described as
“"chicken ribs". In 2018, the Legislative
Council passed the Inland Revenue
(Amendment) (No. 3) Bill 2018, under
which  qualifying  expenditures  on
research and development ("R&D") and
on related activities are eligible for super
(i.e. double) tax reduction. | pointed out at the Bills Committee that the financial sector is
required by HKMA to arrange for a third-party professional body to give advice and conduct
tests whenever a financial innovation is introduced, but the fees for those tests will not be
eligible for super tax reduction; the expenditures on joint R&D projects by financial institutions
and their parent companies located outside Hong Kong are also unlikely to qualify for full tax
concessions.

¢ The Hong Kong Cyberport Management Company Limited launched the "Easy Landing"
Scheme to attract multi-national companies to set up offices in Cyberport with a rental
concession policy, that is rental concession of $1 million or 50% of the rental for a period of up
to five years. In the eyes of leading Internet enterprises and Fintech companies, it is believed
that such funding measures are in fact insignificant, hence unlikely to convince these
companies to establish their bases in Hong Kong.

Recommendations
® The Government should introduce a competitive tax concession package, which can attract

local and overseas financial institutions to continuously invest and conduct R&D with Fintech
companies.
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% While stringent regulatory legislation will limit the space for innovation, any haphazard
relaxation may also lead to overseas enterprises with market experience and technological
capability vying with each other to launch innovative solutions, creating chaos in the market.
Crowd-funding for virtual currencies or related fundraising activities is one of the typical
examples.

*% The Fintech Supervisory Sandbox ("FSS") launched by HKMA in 2016, allows banks and
their partnering technology firms to conduct pilot trials of their research projects, without the
need to achieve full compliance with HKMA's supervisory requirements. So far, about 40
technological deliverables have been tested.

Recommendations

© Relaxing the regulation in an orderly manner. Regulatory bodies should, under controllable
circumstances, study the gradual opening up or amendment of current regulatory
legislation, to support and promote local banks to accelerate innovation.

® To further expand the scope of the FSS scheme, for instance by encouraging collaboration
between local financial institutions and their regional counterparts; and by extending the
pilot area to neighbouring technologically advanced regions, such as the Qianhai area in
Shenzhen.
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During the Chief Executive (“CE”) Question and Answer
session in January 2018, | proposed that apart from
convenience stores, the cash withdrawal without purchases
for the elderly service should be made available in post offices.
My recommendation was met with positive response from the
CE. In April the same year, “EPS EasyCash for Senior
Citizens” was piloted in 7 designated post offices.

On 2 July 2019, “EPS Easy Cash for Senior Citizens” extended
its service to all post offices and mobile post offices, enabling
senior citizens to withdraw a maximum amount of $500 without
making a purchase in their local community.
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Shortage of professionals in banking industry

| submitted a written question at the LegCo
meeting on 19 June 2019 concerning the grant-
ing of virtual banking licenses by HKMA which
will affect the manpower of various professional
grades in the industry. The Secretary for Finan-
cial Services and the Treasury, Mr. James Lau
replied that according to the business plans of
the eight licensed virtual banks, the manpower
required for the first three years of their opera-
tion only represents a tiny fraction of that of the
banking sector in Hong Kong. The Government
promulgated on 28 August 2018 the first Talent
List of Hong Kong, covering 11 professions,
including “Fintech Professionals”, “Data Scien-
tists and Cyber Security Specialists” and “Asset
Management Professionals”. As at April 2019, a
total of 11 applicants under the Quality Migrant
Admission Scheme have met the eligibility crite-
ria of the said professions, of which 7 applicants
have been allotted quotas by the Advisory Com-
mittee on Admission of Quality Migrants and
Professionals. The remaining 4 applications are
being processed.
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The Financial Institutions (Resolution) (Loss-absorbing Capacity Requirements—Banking
Sector) Rules (“the Rules") is to prescribe loss-absorbing capacity ("LAC") requirements for
banks in Hong Kong and their holding companies and affiliated operational entities in Hong
Kong that are within the scope of the Financial Institutions (Resolution) Ordinance (Cap. 628)
("FIRQO"), so as to ensure the availability of sufficient LAC to absorb losses of such institutions
and contribute to the restoration of their capital position in the event that such institutions were
in resolution. | was elected as the Chairman of the Subcommittee on the Rules. The Subcom-
mittee has held three meetings with the Administration and HKMA, and has received views
from deputations.

Small and medium-sized banks are general-

ly concerned about the need to comply with

the LAC requirements under the Rules, in

particular HKMA’s proposal of a total consol-

¢ idated asset threshold of HK$150 billion in

Feaoca e o 1 smo Copick the draft of the LAC Code of Practice chap-
ter. As a result, most domestic banks might

Financial Institutions (Resolution) (Loss-absorbing be subject to the LAC requirements and the
Capmeity Requiremeats—Dunking Sectur) Rufes operating costs of many small and medi-

o um-sized banks will increase sharply.

Pretiminiry The Subcommittee urged the Administration

R aa——— to consider prescribing in the Rules that only
1 Preferred eSolAi0n SIMIERY .t B glObal SyStemically important banks
et e i St NG A ("G-SIBs") or domestic systemically import-

e ant banks ("D-SIBs") be subject to LAC
5. Resoion entiis i 19 requirements. HKMA stated that if small and
S e e o medium-sized banks can resolve their debts
L P o chsibing racion s ol el through liquidation should they fail in the
. AP AN R TR future, without posing a risk to the financial

stability of Hong Kong, they would not be
subject to LAC requirements.

Part3

Subsequent to vigorous discussion, the
Administration and HKMA made a commit-
ment to address the concerns of Members
of the Subcommittee and the industry:

® The total consolidated asset threshold set out in the LAC Code of Practice chapter will be
increased from the proposed HK$150 billion to HK$300 billion. If the threshold is raised to
HK$300 billion, around 12 banks may be subject to the Rules, whereas around 17 banks
may be required to comply with the Rules if the threshold is set at HK$150 billion. The Code
of Practice chapter will be reviewed every three years;

® The earliest date on which D-SIB and non-D-SIB will be required to meet the LAC require-
ments are 1 January 2022 and 1 January 2023 respectively. When HKMA determined that
an entity will not be able to meet its LAC requirements according to the prescribed timetable,
HKMA will consider allowing a longer implementation period on a case-by-case basis.
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Attended the 70th Anniversary Jubilee Reception of the Chinese Bankers Club, Hong Kong
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Banks removed minimum balance and
below balance fees for certain accounts
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Photos of the Hong Kong Economic Times interview
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Award presenter at the “Listed Company Awards of Excellence 2018”
organised by the Hong Kong Economic Journal

Sruo s e S ) ) S B 2 3 B 2019/ 20 M BB MM -

R RARNES RS ARR e

—_:Z @ Iﬂi % ( <<§ ZK N J:EI >> %w} 111: ﬁ%} ) 50104 ;" e B FREMA W S UE T RER Appointment with Mr. Paul Chan, Financial Secretary to express
° *}"L ) sl»l Fﬁ I— Hai‘ z Eﬂ ’A J AN :H: HE }% fi & h‘r 20¢19:¥ 1 mﬂn g_ﬁ_ :::::.:::}?:::::: : my expectations of the Budget 2019/20.
s ; m_m: FRNEERRRENE AraE Snetsweok L
o ) HEER 11 B B j

O {’& » [ ﬂlﬂ ,ﬁ % ﬂ'] o r fﬁ)\‘l‘ﬁﬁﬁﬂ = B B i ""',:““. “,,:.I,'. ?';"“"':J.'ﬁial."u:*:: Bloomberg
w I

o S A B I B S 0 0 Y gpeianean snesentcoess e

Blogmbarg
Businesswe

3 : Rt : Il‘-n-n-uu;-mm [ eBipes . Buslnessweek
* 201948 | o e &5 10 i S ) /SR

ol NS BRI PR

o i BREERTT E I B8 I 22 6

o PRARTRE AT R

o hMUREER SRERE

o SHEIN AR e R BR S AT vl sE

LR L B R L]

E:::qmbor! 2
usinessweek

:

WEE s 0 v SR TR [0S 06 A ) 90 R M -

Served as judge and guest-of-honour at the 5th “Top Fund Awards 2018” hosted
by the Bloomberg Businessweek/Chinese Edition
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Attended the Introduction to the “Community AED & CPR Educational Activity” organised
for the LegCo members by the Hong Kong Fire Services Department
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Participated in the LegCo Blood Donation Day at the temporary station of the LegCo complex
set up by the mobile blood collection team of the Hong Kong Red Cross Blood Transfusion Service
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Discussed local issues with the Chairmen and Vice-Chairmen of District Councils
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A luncheon between the LegCo members and the Consuls-General in Hong Kong as well as
members of the Association of Honorary Consuls in Hong Kong & Macau SAR, China was held

in which members exchanged views on issues of mutual concern
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Attended the “Caring for the Elderly Biweekly Campaign” hosted by Bank of China (Hong Kong)
| and introduced the instructions of “Finger Vein Authentication” to senior citizens
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Attended the “LegCo Seasonal Influenza Vaccination Event” to encourage Group photo of LegCo members and members of 6 Charitable Organisations at their annual tea gathering

members of the public to receive influenza vaccination
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As at 31 July 2019

ML K Council Meeting

100% | 4 Attendance
0000000000

E‘E KE#E S Speech 18 X Times

(?) xaei questions
i Written 5 2% Times
19 Oral 1 2% Times
P Supplementary 6 X Times

MEBE e PN I Y =
Finance Establishment
Committee Subcommittee
% 2R
97% Hi 548 Attendance 90% } HiJj§E 28 Attendance

0000000000 0000000000

NHREE .
House 97% i 28 Attendance

Committee 0000000000

- .
%{%ﬁﬁ@ 100% | HifFE4 Attendance
s 0000000000

TraRHBEREE Panel on Commerce and Industry
REFREBEES Panel on Economic Development
MRHEBRE S Panel on Financial Affairs
BB SR FE R ZEE  Panel on Information Technology and Broadcasting
RERBEAE Panel on Security

BELERE

Bills Committees

SE10f - 5 RAR LA B AS B RH

total no of ten, including finance related committees as stated below

0184 BkE R R (IZaDIRPIRE) B E (RH)
L9

Bills Committee on Financial Reporting Council (Amendment) Bill 2018

CO1BEBLES (IBRT) CHOSDRPIR %K) RRE (RH)

Bills Committee on Inland Revenue (Amendment) (No. 6) Bill 2018

C01BAEBLES (B 2L MU AT PR B (BRD IR BIRH KD ZRHE (ER)

Bills Committee on Inland Revenue (Profits Tax Exemption for Funds) (Amendment) Bill 2018

(018 HEFFH (EAD PR L) ZRE (RR)

Bills Committee on Professional Accountants (Amendment) Bill 2018

Btk )8 23
MlERE

Subcommittees on . op i s i
SUbS|d|ary I.eg|5|at|0n total no of eight, induding finance related sub-committees as stated helow

S ral B S (O T 1) (WSO T BE L - 3R AT OB MR R E (B

Subcommittee on Financial Institutions (Resolution)
(Loss-absorbing Capacity Requirements-Banking Sector) Rules (as Chairman)

€ (20194 B kEd = (IERDIER) (R HIDAE) MIERAE (RH)

Subcommittee on Financial Reporting Council (Amendment) Ordinance 2019 (Commencement) Notice

P CREAEED 61 Z)MI(DiRR M EEERER PERE (ER)

Subcommittee on Proposed Resolutionunder Section 3(1) of the Loans Ordinance (Cap. 61)

0194 %M (F%) w) DMllERE (RR)

Subcommittee on Rating (Exemption) Order 2019

(2018438 7 B 91 18 (BCE D (BRT B Dl ZR & (RR)

Subcommittee on Securities and Futures (Financial Resources) (Amendment) Rules 2018
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Room 704, Legislative Council Complex,
1 Legislative Council Road, Central,
Hong Kong

Hah Tel: (852) 3543 0575

{#{ Fax. (852) 3543 0576

FHEH Email: ronickchan@gmail.com

A4 E Website : www.ronickchanchunying.hk
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