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CHAPTER 1

I ntroduction

Purpose of the Report

1.1 Thisis a Report of the Committee on Members' Interests ("CMI")
on the preliminary consideration of a complaint against Ir Dr Hon
Raymond HO, Hon Jeffrey LAM and Hon Abraham SHEK in relation to
their failure to disclose the nature of their pecuniary interest in the project
to construct the Hong Kong Section of Guangzhou-Shenzhen-Hong Kong
Express Rail Link ("XRL Project"), before they spoke at the meetings of
the Subcommittee on Matters Relating to Rallways ("Railway
Subcommittee") of the Panel on Transport of the Legislative Council
("LegCo") held from September to November 2009.

Membership and terms of reference of CMI as well as its procedure
for handling complaints

1.2 The membership of CMI isin Appendix I.

1.3 Hon Mrs Sophie LEUNG declared that she and Hon Jeffrey LAM
were affiliated to the same political grouping, the Economic Synergy.
Members raised no objection to Mrs LEUNG chairing the meetings to
consider the complaint against Ir Dr Hon Raymond HO, Hon Jeffrey LAM
and Hon Abraham SHEK.

1.4 One of the terms of reference of CMI, as provided in Rule 73(1)(c)
of the Rules of Procedure ("RoP"), is to consider any complaint made in
relation to the registration and declaration of Members' interests or any
complaint of a failure to do so and, if it thinks fit after consideration,
investigate such complaint.

1.5 For the purpose of handling complaints, CMI adopted at its
meeting on 2 January 2009 the "Procedure of the Committee on Members
Interests for handling complaints received in relation to the registration or
declaration of Members' interests or Members' claims for reimbursement of
operating expenses' ("the Procedure’). The Procedure was issued to all
Members on 13 January 2009 for their reference and a copy of it is in
Appendix 1.



1.6 According to the Procedure, CMI takes a two-stage approach in
handling complaints, which consists of the preliminary consideration and
investigation stages. Preliminary consideration refers to the process of
ascertaining the subject of the complaint and the provisions of the RoP
relevant to the allegations in question, as well as gathering information
relevant to the complaint and the allegations in question. On the basis of
information gathered at the preliminary consideration stage, CMI will
determineif it will proceed to the investigation stage.

1.7 According to Paragraph (25) of the Procedure, no member of CMI
shall participate as a member of CMI in the handling of a complaint or at
the meetings of CMI to deliberate on or inquire into a complaint where the
complaint was made by or against him.  As Hon Abraham SHEK, being a
member of CMI, is a Member under complaint, Mr SHEK did not
participate in the handling of the complaint or attend any of the meetings of
CMI to deliberate on or inquire into the complaint against him.

The complaint

1.8 On 31 December 2009, the Clerk to CMI received through email a
complaint (Appendix 111) jointly lodged by the Slow Development Hong
Kong and Peopl€e's Planning Action ("the complainants') which alleged
that Ir Dr Hon Raymond HO, Hon Jeffrey LAM and Hon Abraham SHEK
might have conflict of interest and role in respect of the funding proposal
for the construction of the XRL Project by virtue of their being
non-executive directors ("NEDs") of companies which were involved in the
XRL Project or had indicated an interest in bidding for contracts under the
Project. The complaint also aleged that the three Members had not
declared their interests when they spoke on the XRL Project at the relevant
meetings of the Railway Subcommittee, particulars of which are as follows:

@ at the meeting of the Railway Subcommittee held on
17 September 2009 and at other meetings of the Railway
Subcommittee held thereafter to discuss the XRL Project,
Ir Dr Hon Raymond HO spoke on the XRL Project without
disclosing his pecuniary interest in the Project by virtue of
his being an NED of China State Construction International
Holdings Limited ("CSC");



(b) at the meetings of the Raillway Subcommittee held to
discuss the XRL Project, Hon Jeffrey LAM spoke on the
XRL Project without disclosing his pecuniary interest in
the Project by virtue of his being an NED of Hsin Chong
Construction Group Limited ("HCCG"); and

(c) at the meetings of the Raillway Subcommittee held to
discuss the XRL Project, Hon Abraham SHEK spoke on
the XRL Project without disclosing his pecuniary interest
in the Project by virtue of his being an NED of MTR
Corporation Limited ("MTRCL"), HCCG and NWS
Holdings Limited ("NWSH") which is the parent company
of Vibro (HK) Limited. Vibro (HK) Limited was awarded a
contract for Kwu Tung Core Store and Associated Works
under the XRL Project on 12 October 20009.

19 The complainants requested CM1 to undertake a series of actions,
of which the following ones are relevant:

(@ to investigate thoroughly whether the Members who had
conflict of interests or roles had participated in the
discussions and voted on matters relating to the XRL
Project at meetings of LegCo, whether they had declared
their interests; and to explain to the public whether public
interest had been undermined by these Members
behaviours; and

(b) to review if the existing declaration of interest system
could adequately monitor and prevent conflict of interest
situations.

1.10  This Report only deals with the actions requested of CMI referred
to in paragraph 1.9(a) above in respect of the complaint in so far as these
actions fall within the terms of reference of CMI set out in paragraph 1.4
above. The action referred to in paragraph 1.9(b) above will be dealt with
separately in CMI's on-going study of the requirements and procedures for
the registration and disclosure of Members' interests.

1.11  When the complaint was recelved by the Clerk to CMI, the
Chairman of CMI, Hon Mrs Sophie LEUNG, was not in Hong Kong and
the complaint was then referred to the Deputy Chairman, Hon Emily LAU,
in accordance with Paragraph (1) of the Procedure. The Deputy Chairman
decided that a meeting should be convened to consider the complaint. At



the meeting on 11 January 2010, members agreed that CMI should proceed
to the "preliminary consideration" stage of the complaint-handling process
in accordance with the Procedure.

Subject of the complaint and rules relevant to the allegations in the
complaint

1.12 CMI considers that the subject of the complaint is that the three
Members were aleged to have spoken at meetings of the Railway
Subcommittee on a matter in which they had a pecuniary interest, but had
failed to disclose such interest at those meetings. In this regard, CMI has
determined that the relevant rule is Rule 83A of RoP, which provides that:

“In the Council or in any committee or subcommittee, a Member
shall not move any motion or amendment relating to a matter in
which he has a pecuniary interest, whether direct or indirect, or
speak on any such matter, except where he discloses the nature of
that interest”.

1.13  CMI notes that the Railway Subcommittee meetings referred to in
the complaint letter were held to discuss, among other things, the XRL
Project, and some of the papers presented by the Administration for
deliberation at the meetings were related to the "Funding Arrangement and
Special Rehousing Package" of the XRL Project scheduled for submission
to the Finance Committee ("FC") for approval in January 2010. CMI has
determined that the "matter” in the context of Rule 83A of RoP should be
the"XRL Project".

1.14 CMI notes that under Rule 73(1)(e) of RoP, in reporting to the
Council, it may make recommendations, including a recommendation to
sanction under Rule 85 of RoP. Rule 85 of RoP provides, inter alia, that
any Member who fails to comply with the disclosure of pecuniary interests
requirements under Rule 83A of RoP may be admonished, reprimanded or
suspended by the Council on a motion to that effect.

Preliminary consideration of the complaint

1.15 CMI held atotal of 20 meetings from January 2010 to June 2011 to
consider the complaint. The purposes of these meetings are to ascertain



the subject of the complaint and the provisions of RoP relevant to the
alegations in question, gather information relevant to the complaint and
study the procedural rules on pecuniary interests as well as other relevant
issues. All the meetings were held in camera in accordance with
Paragraph (23) of the Procedure.

1.16 CMI gathered information relevant to the complaint through
checking the verbatim transcripts of the relevant meetings of the Railway
Subcommittee, studying the Register of Members Interests, researching
LegCo papers and other relevant websites, and seeking from MTRCL the
closing tender dates of the relevant contracts under the XRL Project. CMI
also obtained response in writing from Dr HO, Mr SHEK and Mr LAM on
the allegations made against them in the complaint. Mr SHEK attended a
meeting of CMI held on 24 November 2010, whereas Mr LAM declined
CMI'sinvitation to do so.

1.17  Based on the information gathered, CMI is of the opinion that it is
able to determine whether or not the complaint is substantiated. In
accordance with Paragraph (11) of the Procedure, CMI decides that an
enquiry is not necessary and a report on the complaint shall be made to the
Council.

1.18 To enable the Members under complaint to have an opportunity to
comment on the draft report of CMI, those parts of the draft report relevant
to the Members concerned were forwarded to them for comments. CMI
received the written comments from Dr HO on 2 June 2011 and from
Mr SHEK and Mr LAM on 3 June 2011. CMI has carefully considered
these comments before finalizing its report.

The Report

1.19 This Report consists of the main report and relevant documents.
The main report comprises five Chapters. This Chapter is mainly an
introduction to the background as well as the subject of the complaint and
rules relevant to the allegations in the complaint. Chapter 2 gives an
account of the information relevant to the compliant gathered by CMI.
Chapter 3 sets out the issues which CMI has considered in relation to the
procedural rules on pecuniary interests. Chapter 4 sets out the
considerations and conclusions of CMI on the complaint. Chapter 5 sets
out the recommendations of CMI.



CHAPTER 2

| nfor mation gathered by CMI in its
preliminary consider ation of the complaint

2.1 This Chapter sets out the information gathered by CMI to facilitate
its preliminary consideration of the complaint against Ir Dr Hon
Raymond HO, Hon Abraham SHEK and Hon Jeffrey LAM. The
information so gathered is based on information obtained through checking
the verbatim transcripts of the relevant meetings of the Railway
Subcommittee, the Register of Members' Interests, LegCo papers and other
relevant websites; information from MTRCL on the closing tender dates of
the relevant contracts under the XRL Project; information provided by
Dr HO, Mr SHEK and Mr LAM in writing on the allegations made against
them in the complaint; information provided by Mr SHEK to CMI at its
meeting on 24 November 2010.

Ir Dr Hon Raymond HO

Particulars of the complaint

2.2 The complaint alleged that at the meeting of the Railway
Subcommittee held on 17 September 2009 and at other meetings of the
Railway Subcommittee held thereafter to discuss the XRL Project, Dr HO
spoke on the XRL Project without disclosing his pecuniary interest in the
Project by virtue of hisbeing an NED of CSC.

Information gathered by CMI

2.3 CMI has checked the records of the Railway Subcommittee
meetings at which the XRL Project was discussed. According to the
verbatim transcripts of the Railway Subcommittee meetings held on
17 September, 22 October and 6, 16 and 17 November 2009 (Appendices
IV(a) to (c) and (e) to (f)), CMI notes that Dr HO did not make any
disclosure of pecuniary interest at these meetings. CMI also notes that no
motion on any matter relating to the XRL Project had been moved at the
above meetings, and hence no voting took place at those meetings.




24 According to the Register of Members' Interests, Dr HO registered
his directorship in CSC with the Clerk to LegCo on 1 June 2005 in the last
legidlative term and on 6 October 2008 in the current legislative term.

2.5 CMI wrote to Dr HO on 20 January 2010 to seek his response to
the complaint. The correspondence with Dr HO isin Appendices V(a) to
(d). A summary of the information provided by Dr HO in his replies is
given in paragraph 2.6 below.

2.6 Dr HO has been an independent non-executive director ("INED")
of CSC since 1 June 2005. Dr HO receives $360,000 per annum by way
of remuneration and the remuneration is not affected by or related to the
performance of the company. Dr HO has not participated in the daily
operation of CSC. CSC has not provided Dr HO with information on
CSC's plans or bids for contracts under the XRL Project. He has been
given to understand that the aforesaid information is confidential and will
not be disclosed. At the material time, i.e. from September to November
2009, he had no knowledge that CSC intended to bid for contracts under
the XRL Project or that it had participated in the bidding exercise. Dr HO
stated that he did not have a pecuniary interest in the matter under
discussion by the Railway Subcommittee. He considers that the duty of
an INED is to monitor the operation of a listed company and hence, being
an INED, is a kind of public duty or community service. In his opinion,
the fixed sum of remuneration could be regarded as an honorarium.

2.7 According to the information obtained by CMI from MTRCL,
while CSC had not been awarded any contract under the XRL Project when
the XRL Project was discussed at the relevant Railway Subcommittee
meetings, CSC was awarded a Ta Kong Po to Tse Uk Tsuen Tunnels
contract under the XRL Project in a joint venture with Maeda on 12 July
2010. The date of submission of tender by CSC for the Tai Kong Po to
Tse Uk Tsuen Tunnels contract under the XRL Project in a joint venture
with Maeda was 26 March 2010.



Hon Abraham SHEK

Particulars of the complaint

2.8 The complaint alleged that at the meetings of the Railway
Subcommittee held to discuss the XRL Project, Mr SHEK spoke on the
XRL Project without disclosing his pecuniary interest in the Project by
virtue of his being an NED of MTRCL, HCCG and NWSH which is the
parent company of Vibro (HK) Limited. Vibro (HK) Limited was awarded
a contract for Kwu Tung Core Store and Associated Works under the XRL
Project on 12 October 2009.

| nformation gathered by CMI

2.9 CMI has checked the records of the Rallway Subcommittee
meetings at which the XRL Project was discussed. According to the
verbatim transcripts of the Railway Subcommittee meetings held on 6, 16
and 17 November 2009 (Appendices 1V(c) and (e) to (f)), CMI notes that
Mr SHEK did not make any disclosure of pecuniary interest at these
meetings. CMI also notes that no motion on any matter relating to the
XRL Project had been moved at the above meetings, and hence no voting
took place at those meetings.

210 According to the Register of Members Interests, Mr SHEK
registered his directorship in MTRCL with the Clerk to LegCo on
3 January 2008, his directorship in HCCG on 23 January 2008, and his
directorship in NWSH on 27 September 2004 in the last legislative term;
and on 26 September 2008 in the current legidlative term.

211  Thefollowing information was also obtained by CMI:

(@ MTRCL was asked by the Administration to proceed with
the further planning and design of the XRL Project on the
understanding that it would be invited to undertake the
Project under the concession approach’;

! Paragraph 3 of the Legislative Council Brief on Hong Kong Section of Guangzhou-Shenzhen-Hong
Kong Express Rail Link issued by the Transport and Housing Bureau in October 2009.



(b) HCCG had not been awarded any contract under the XRL
Project at the time when the XRL Project was discussed at
the relevant Railway Subcommittee meetings; however its
wholly-owned subsidiary, Hsin Chong Construction Co.
Ltd., was awarded a contract for Nam Cheong Property
Foundation Removal/Reprovisioning on 27 January 2010
following FC's approval of the funding arrangements for
the Project on 16 January 2010. The closing tender date
of the contract was 24 September 2009; and

(c) NWSH had not been awarded any contract under the XRL
Project at the time when the XRL Project was discussed at
the relevant Rallway Subcommittee meetings, however
Vibro (HK) Limited, a 99.8%-owned subsidiary of NWSH,
was awarded a contract for West Kowloon Terminus Piles
(Site A-South) in a joint venture with Chun Wo on
27 January 2010 following FC's approval of the funding
arrangements for the Project on 16 January 2010. The
closing tender date of the contract was 2 October 2009.

212 CMI wroteto Mr SHEK on 20 January 2010 to seek hisresponseto
the complaint. After considering his response, CMI invited Mr SHEK on
7 October 2010 to attend a meeting of CMI to give explanations and
provide information and asked him to refer to CMI's views on the
principles of how directorship is regarded in the context of Rule 83A of
RoP detailed in paragraph 3.13 in Chapter 3 of this Report. In this
connection, Mr SHEK attended a meeting of CMI on 24 November 2010 to
provide further information and explanation on his case The
correspondence with Mr SHEK is in Appendices Vi(a) to (d). A
summary of the information provided by Mr SHEK in his replies is given
in paragraphs 2.13 to 2.17 below.

213 Mr SHEK has been an INED of MTRCL since 18 December 2007.
He receives a remuneration of $300,000 per annum. He does not
participate in the dailly management of the company. While he had
declared his interest as a director of MTRCL at previous meetings of the
Panel on Transport and the Railway Subcommittee, he admitted that there
was an oversight on his part for not disclosing the nature of his interest in
the XRL Project by virtue of his being an INED of MTRCL at the relevant
Railway Subcommittee meetings.



214 AsMr SHEK isaso an INED of HCCG and NWSH, he has made
clear to MTRCL that he would not involve or participate in the discussion
of any railway contract under MTRCL. Hence, he was not present at the
Board meeting of MTRCL held on 8 December 2009 to decide the award of
contracts relating to the XRL Project. As he was not present at that Board
meeting, he was not aware of any involvement of Hsin Chong Construction
Co. Ltd. (awholly-owned subsidiary of HCCG) and Vibro (HK) Limited (a
99.8%-owned subsidiary of NWSH and itself a listed company) until after
the meeting. It was only after the award of the contracts that he learnt of
the identities of these two companies which were awarded the contracts
from documents provided by MTRCL to him. In MTRCL, selection of
tenderers and tender evaluation are issues dealt with by the management
and are not taken to the Board. The papers received by Board members
prior to a Board meeting do not disclose the identities of the tenderers who
are described by letters, i.e. A, B, C, D etc. Board members are only
informed of the identities of the tenderers at the Board meeting.

215 Mr SHEK has been an INED of HCCG since 23 January 2008.
He receives a remuneration of $200,000 per annum. He has been offered
stock options in HCCG in common with other INEDs, but he has not
exercised such options up to this date. He does not participate in the
day-to-day operation of the company. As heis an INED of MTRCL, he
has made clear to HCCG that he would not involve or participate in any
discussion of HCCG with regard to contracts under MTRCL, including
HCCG's plan to bid for a contract under MTRCL. Hence, at the material
time, he was not aware of, nor did he participate in, any of the planning
work of HCCG in its bidding for contracts under the XRL Project. Asan
INED of HCCG, it did not occur to him that he was required to disclose the
nature of his interest in the XRL Project, derived from Hsin Chong
Construction Co. Ltd. (a wholly-owned subsidiary of HCCG), at the
Railway Subcommittee meetings. Neither was he aware or in a position
to know that Hsin Chong Construction Co. Ltd. had bid for a contract under
the XRL Project because hisrole as an INED of HCCG was to ensure good
corporate governance of HCCG.

216 Mr SHEK has been an INED of NWSH since 28 September 2004.
He receives by way of remuneration $250,000 per annum. He has been
offered stock options in common with other INEDs of NWSH, but he has
not exercised such options up to thisdate. Asheisan INED of MTRCL,
he has made clear to NWSH that he would not involve or participate in
any discussion of NWSH with regard to contracts under MTRCL,
including NWSH's plan to bid for a contract under MTRCL.

-10-



Hence, at the material time, he was not aware of, nor did he participate in,
any of the planning work of NWSH in its bidding for contracts under the
XRL Project. Asan INED of NWSH, it did not occur to him that he was
required to disclose the nature of his interest in the XRL Project, derived
from Vibro (HK) Limited, by virtue of his being an INED of NWSH at the
Railway Subcommittee meetings. Neither was he aware or in a position
to know that Vibro (HK) Limited had bid for a contract under the XRL
Project because his role as an INED of NWSH was to ensure good
corporate governance of NWSH. As NWSH's board mainly examined
consolidation of financial accounts submitted by its subsidiaries, he was not
aware of or in a position to know what contracts had Vibro (HK) Limited
entered into. An INED of a parent company would not enquire about the
contracts which a subsidiary of the company had bid for.

217 Mr SHEK agreed to CMI's views on the principles of how
directorship is regarded in the context of Rule 83A of RoP detailed in
paragraph 3.13 in Chapter 3 of this Report that a Member, by virtue of his
being an INED of a company, should take reasonable steps to find out what
the company was doing for the purpose of making the required disclosures
under Rule 83A of RoP. He indicated that he would do so in future. He,
however, did not consider it fair to require a Member to find out what a
subsidiary of the company was doing for the purpose of making the
required disclosures under Rule 83A of RoP because it was not practicable
todo so. He considered that to judge him on the basis of this requirement
of which he was not aware would amount to "backtracking" given that
Rule83A of RoP was not drafted in the terms as set out in CMI's
understanding of the Rule.

Hon Jeffrey LAM

Particulars of the complaint

218 The complaint alleged that at the meetings of the Rallway
Subcommittee held to discuss the XRL Project, Mr LAM spoke on the
XRL Project without disclosing his pecuniary interest in the Project by
virtue of hisbeing an NED of HCCG.

-11-



| nformation gathered by CMI

219 CMI has checked the records of the Railway Subcommittee
meetings at which the XRL Project was discussed. According to the
verbatim transcripts of the Railway Subcommittee meetings held on
22 October and 13 and 16 November 2009 (Appendices | V(b) and (d) to
(e)), CMI notes that Mr LAM did not make any disclosure of pecuniary
interest at these meetings. CMI aso notes that no motion on any matter
relating to the XRL Project had been moved at the above meetings, and
hence no voting took place at those meetings.

220 CMI wroteto Mr LAM on 20 January 2010 to seek his response to
the complaint. After considering his response, CMI invited Mr LAM on
7 October 2010 to attend a meeting of CMI to give explanations and
provide information and asked him to refer to CMI's views on the
principles of how directorship is regarded in the context of Rule 83A of
RoP, which are detailed in paragraph 3.13 in Chapter 3 of this Report.
Although Mr LAM declined CMI's invitation to attend a meeting of CMI,
he nevertheless provided further explanations to CMI in writing. CMI
considers the information provided by Mr LAM and that gathered by CMI
sufficient in its preliminary consideration of the complaint against Mr LAM.
The correspondence with Mr LAM is in Appendices VlI(a) to (d). A
summary of the information provided by Mr LAM in hisrepliesisgivenin
paragraph 2.21 below.

221 Mr LAM has been an INED of HCCG since 24 August 2002.
Mr LAM receives $200,000 per annum by way of remuneration. He has
been offered stock options in HCCG in common with other INEDs, but he
has not exercised such options up to this date. At the materia time, he
was not aware of, nor did he participate in, any of the work of HCCG in its
plans or bids for contracts under the XRL Project. He is not involved in
the day-to-day operation of HCCG. At al relevant times, he was not
aware of, nor did he participate in, any of the work of Hsin Chong
Construction Co. Ltd., a subsidiary of HCCG, in its plans or bids for
contracts under the XRL Project. Hsin Chong Construction Co., Ltd. has
its own board of directors, and he is not a board member of Hsin Chong
Construction Co. Ltd. Mr LAM considered it unreasonable to expect him,
as an INED of HCCG, to find out, for the purpose of making the required
disclosures under Rule 83A of RoP, from its subsidiary company, Hsin
Chong Construction Co. Ltd., whether it had bid for a contract under the
XRL Project. He considered the interest being too remote, as he could
only make disclosures in respect of the company of which he was a
director.

-12 -



222 According to the Register of Members Interests, Mr LAM
registered his directorship in HCCG with the Clerk to LegCo on 2 October
2004 in the last legidlative term and on 2 October 2008 in the current
legidative term.  As mentioned in paragraph 2.11(b) above, while HCCG
had not been awarded any contract under the XRL Project at the time when
the XRL Project was discussed at the relevant Railway Subcommittee
meetings, its wholly-owned subsidiary, Hsin Chong Construction Co. Ltd.,
was awarded a contract for Nam Cheong Property Foundation
Removal/Reprovisioning on 27 January 2010 following FC's approval of
the funding arrangements for the Project on 16 January 2010. The closing
tender date of the contract was 24 September 20009.

-13-



CHAPTER 3

| ssues considered in relation to procedural ruleson

pecuniary interests

31 As the complaint raises, for the first time, the issue of whether a
Member's position as an NED of a company may give rise to a situation
under which the Member is considered to have a pecuniary interest by
virtue of that position under Rule 83A of RoP, and having regard to some of
the points made by Ir Dr Hon Raymond HO, Hon Jeffrey LAM and Hon
Abraham SHEK in their respective response, CMI has examined the
following issues in its preliminary consideration of the complaint against
the three Members:

€)) the information provided to Members prior to December
2009 on disclosure of interests, including direct and
indirect pecuniary interests,

(b) the meaning of direct and indirect pecuniary interests under
Rule 83A of RoP;

(© the role of an INED in a company and the circumstances
under which a Member who is an INED of a company
would be required to make disclosure of pecuniary interests
under Rule 83A of RoP; and

(d) how Rule 83A of RoP is interpreted and applied when
speaking at meetings, including at which point in time
should a pecuniary interest be disclosed and whether the
same pecuniary interest should be disclosed each time
when the Member speaks.

Information on disclosure of pecuniary interest available to Members of
Fourth LegCo

3.2 CMI notes that the following documents were made available to all
Members of the Fourth LegCo after they had assumed office:

-14-



(@)

(b)

(©)

(d)

the Guidelines on Registration of Interests, together with
the Registration Form on Members Interests to be
completed and returned to the Clerk before the first
meeting of the new term, were issued to all Members on
11 September 2008. In paragraph 111 (3) of the Guidelines,
it is stipulated that the registration of interests is additional
to, and in no way a replacement of, the requirement on
Members to disclose pecuniary interests under Rule 83A of
RoP;

one set of RoP was issued to all Members on 19 September
2008;

a circular (LC Paper No. CB(3) 69/08-09) on "Disclosure
of Pecuniary Interest by Members' (Appendix VIII) was
issued on 20 October 2008 in response to enquires from
some Members regarding Members participation in the
debate and voting on the motion on "Assisting the victims
of the Lehman Brothers Incident”. The circular further
explained the requirements under Rules 83A and 84(1) of
RoP;

the subject of "Disclosure of Pecuniary Interests under
Rule 83A of the Rules of Procedure” was discussed at the
CMI meeting on 16 December 2009, on the eve of the
consideration of the funding proposal of the XRL Project at
the FC meeting on 18 December 2009. A paper (LC
Paper No. CM1/17/09-10) (Appendix 1X) which provided
information on matters relating to compliance with
Rule 83A of RoP, including the meaning of direct and
indirect pecuniary interests and the interests involved in
non-executive directorships, was issued on 15 December
2009. Asthe meeting of CMI was open to the public, the
discussion paper and the minutes of the meeting were
uploaded onto LegCo's website and are accessible by all
Members; and

a circular on "Procedura Implications of Pecuniary
Interests on Speaking and Voting on a Matter before the
[Finance] Committee” (LC Paper No. FC 27/09-10)
(Appendix X) was issued by the Clek to FC to dl
Members on 17 December 2009. The circular explained

-15-



some practical issues relating to the compliance of
Rule 83A of RoP, such as timing for making the declaration,
disallowance of vote on grounds of direct pecuniary
interest, non-executive directorships, chairing of meetings
by Members who may have a pecuniary interest, etc.

Meaning of direct and indirect pecuniary interests

3.3 Under Rule 83A of RoP, to the extent that it is relevant to the
complaint, a Member shall not speak on a matter in which he has a
pecuniary interest, whether direct or indirect, except where he discloses the
nature of that interest. CMI notes that there is no provision in the RoP
which provides the circumstances which constitute "direct pecuniary
interest” and "indirect pecuniary interest" in the context of Rule 83A of
RoP.

34 CMI takes the view that for a pecuniary interest to be direct, it
should be immediate and not merely of aremote or general character. As
regards "indirect pecuniary interest”, CMI is of the view that it is an interest
not immediate and personal to a Member, but does have a certan
relationship with the Member which would make a reasonable person to
consider that such interest might have certain influence on the action or
speech of the Member.

Role of INEDs

35 CMI notes that there is no distinction between executive and
non-executive directors in law. CMI also notes that al the directors of a
company owe a fiduciary duty to their company. This means that they
must at all times act honestly and diligently, showing the company their
highest loyalty, acting in good faith and in the company's best interests.
Although an INED has no executive or management responsibility in the
company on whose board he sits, the duty of INEDs to act bona fide in the
interests of the company as a whole is identical to that of their executive
colleagues.

3.6 The Code on Corporate Governance Practices, contained in the
Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited, also states that every director is required to keep abreast of
his responsibilities as a director of a listed company and of the conduct,
business activities and development of that issuer. Given the essentia
unitary nature of the board, NEDs have the same fiduciary duties and duties
of care and skill as executive directors.
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Circumstances under which a Member who is an INED would be required
to make disclosure of pecuniary interests under Rule 83A of RoP by virtue
of being an INED

3.7 CMI had taken amost a year from January 2010 to December 2010
in 13 meetings to study the circumstances under which a Member who is an
INED would be required to make disclosure under Rule 83A of RoP by
virtue of being an INED.

3.8 CMI notes that the disclosure of the nature of the direct or indirect
pecuniary interest in the matter before a committee is a condition to a
Member's speaking on the matter. Based on the principle that it is a
Member's responsibility to disclose his pecuniary interest in a matter being
considered to enable other people to judge if his views on the matter have
been influenced by his interest, a Member should disclose his pecuniary
interest at the beginning of his speech on the matter.

3.9 CMI considers that as NEDs have the same fiduciary duties and
duties of care and skill as executive directors in a company, a Member who
iIs an INED of a company should be knowledgeable about the nature of
business of the company. Under the circumstances, if the company of
which a Member is an INED has a direct pecuniary interest in a matter
before a committee, CMI considers that the Member should have an
indirect pecuniary interest in the matter. It follows that the Member
should, for the purpose of making the required disclosures under Rule 83A
of RoP, take reasonable steps to find out whether the company of which he
isan INED has a pecuniary interest in the matter under consideration by a
committee of the Council. CMI notes that Members would disclose their
pecuniary interests in a project being considered by FC if they consider that
any company related to them had submitted or might submit a bid or bids
for contract(s) under the project. On the other hand, where initiatives
have not yet evolved into financial proposals and are being considered at
Panel meetings, it is much less likely that Members would disclose their
pecuniary interests.
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3.10 CMI considers that as a general rule, where a subsidiary of a
company has bid for a contract or has been awarded a contract under a
project, the parent company is regarded as having an indirect interest in a
project. It follows that a Member who is a director of that parent
company is regarded as having an indirect pecuniary interest in the project.
However, CMI is aware that the circumstances of each individual case
could vary and sometimes the indirect pecuniary interest could be too
remote to be caught by Rule 83A of RoP.

3.11 CMI has aso deliberated at which juncture in atender exercise that
a company should be regarded as having a pecuniary interest. While
members generally agree that it isfair to require aMember who isan INED
of a company which has actually put in a bid in a tender exercise for a
project to declare his indirect pecuniary interest derived from his
company's bidding the project, some members consider that the Member
has the obligation to declare his interest as soon as the company has
indicated interest in the project even though it has not yet submitted any
formal bid or an "expression of interest” in response to a formal invitation.
These members consider that as the purpose of disclosure of interests by
Members is to uphold the credibility of LegCo, the issue should also be
examined from the perspective of public perception. Generally speaking,
the public may not be able to draw a distinction between a Member whose
company has submitted a bid for contracts under a project and another
Member whose company is considering submitting a bid, as both Members
actions, speeches or votes on the project being considered may reasonably
be thought by others to be subject to the influence of their involvement in
the respective companies. It is therefore a Member's responsibility to
disclose his pecuniary interest in a matter being considered to enable other
people to judge if his views on the matter have been influenced by his
interest. Hence, a Member should disclose his pecuniary interest at the
beginning of his speech on the matter.

3.12 The magority of members consider that a company should not be
regarded as having a pecuniary interest in a project if it is merely
contemplating the making of a bid for a contract under the project since no
potential detriment or advantage to the company has arisen yet. These
members consider that the making of bids for contracts under a project by a
company is a concrete action which can be easily identified. They
consider that as a company might be interested in various business
opportunities, to regard a company which is contemplating the making of
bids for contracts under a project as having a pecuniary interest in the
project might have wide ramifications on Members observing the
requirement to disclose their pecuniary interest under Rule 83A of RoP.
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3.13 CMl's views on the principles of how it would regard
directorships for the purpose of Rule 83A of RoP are set out as follows:

(@

(b)

(©)

(d)

(€)

acompany is regarded as having a direct pecuniary interest
In a project if the company has bid for a contract or has
been awarded a contract under the project;

if a company is regarded as having a direct pecuniary
interest in a project by virtue of (a) above, a Member who
is a director of the company is regarded as having an
indirect pecuniary interest in the project;

generally speaking, if a subsidiary of a company ("parent
company") has bid for a contract or has been awarded a
contract under a project, then, the parent company is
regarded as having an indirect pecuniary interest in the
project and on this basis, a Member who is a director of
that parent company is regarded as having an indirect
pecuniary interest in the project;

there is no distinction between executive directors,
non-executive directors and independent non-executive
directors as far as disclosure of pecuniary interest under
Rule 83A of RoP is concerned; and

a Member is expected to take reasonable steps to find out,
for the purpose of making the required disclosures under
Rule 83A of RoP, whether the company of which he is a
director has a pecuniary interest in the matter under
consideration by a committee.

3.14 After deliberation and having regard to Mr SHEK's and
Mr LAM's views on CMI's views on the principles of how directorship is
regarded in the context of Rule 83A of RoP, CMI agrees to adjust the order
of the views so as to highlight the connection of a Member and the
company of which heis adirector and his obligation as a director under (a)
to (d), and to set out separately in (e) that generally speaking, the Member
still has an indirect pecuniary interest if the subsidiary of the company of
which he is a director has a direct pecuniary interest. Accordingly, CMI
considers that the principles applicable to Rule 83A of RoP are as follows:
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(@) acompany is regarded as having a direct pecuniary interest in
a project if the company has bid for a contract or has been
awarded a contract under the project;

(b) if acompany is regarded as having a direct pecuniary interest
In aproject by virtue of (a) above, a Member who is a director
of the company is regarded as having an indirect pecuniary
interest in the project;

(c) there is no distinction between executive directors,
non-executive directors and independent non-executive
directors as far as disclosure of pecuniary interest under
Rule 83A of RoPis concerned,;

(d) aMember is expected to take reasonable steps to find out, for
the purpose of making the required disclosures under
Rule 83A of RoP, whether the company of which he is a
director has a pecuniary interest in the matter under
consideration by a committee; and

(e) generaly speaking, if a subsidiary of a company ("parent
company") has bid for a contract or has been awarded a
contract under a project, then, the parent company is regarded
as having an indirect pecuniary interest in the project and on
this basis, a Member who is a director of that parent company
Is regarded as having an indirect pecuniary interest in the
project.

3.15 CMI recognizes that a Member might not have access to the
information on the day-to-day operation of a company of which he is an
INED, but a Member should be vigilant of the potential pecuniary interest
which he might have if the nature of the business of the company falls
within the scope of subject matter under consideration by a committee.
CMI aso considers that it would not cause undue hardship to the Member
to find out the nature of business of the subsidiaries of the company of
which he is an INED for the purpose of considering if there is any
pecuniary interest that he should disclose under Rule 83A of RoP, bearing
in mind that to reflect the proper balance struck between public
accountability and privacy of the Member, the Member is only required to
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disclose the nature of the pecuniary interest. In the light of the above,
CMI isof the view that it would not be unreasonable to expect the Member
to find out the nature of business of the subsidiaries of the company of
which he is an INED, and to decide whether and in what manner he is to
find out if he has to disclose any pecuniary interest which derives from the
pecuniary interest of the subsidiaries. Hon Paul CHAN and Hon WONG
Yung-kan are of the view that a Member should only be expected to find
out the primary nature of business of the major subsidiaries of the company
of which he is an INED for the purpose of Rule 83A of RoP. These two
members consider that to expect a Member to find out the nature of
business of each and every subsidiary of the company of which he is an
INED is sometimes not reasonably practicable.

3.16 CMI considers that the clam by a Member that he has no
knowledge of any pecuniary interest of the company of which he is an
INED and that he does not participate in the day-to-day management of the
company are not relevant considerations when examining whether a
non-disclosure of pecuniary interest constitute a breach of Rule 83A of RoP.
The relevant question for determination in accordance with the terms of
Rule 83A of RoP is whether the Member has a direct or indirect pecuniary
interest in the matter under consideration by the relevant committee and,
where such pecuniary interest is derived from the pecuniary interest of a
subsidiary company of the company of which the Member is a director,
whether or not the interest is too remote for it to be regarded as an indirect
pecuniary interest that should be caught by Rule 83A of RoP. The
guestion of remoteness is to be determined by CMI based on all the
relevant information that it has gathered, including the information
available to the Member at the material time and the explanation provided
by the Member concerned.
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CHAPTER 4

Consider ations and conclusions

Ir Dr Hon Raymond HO

4.1 CMI considers that Dr HO did not have a pecuniary interest in the
XRL Project by virtue of his being an INED of CSC at the time he spoke
on the Project at the relevant meetings of the Railway Subcommittee held
from September to November 2009, as the date of submission of tender by
CSC for the Ta Kong Po to Tse Uk Tsuen Tunnels contract under the XRL
Project in ajoint venture with Maeda was 26 March 2010.

4.2 CMI does not accept Dr HO's views, as mentioned in paragraph 2.6
in Chapter 2 of this Report, that the duty of an INED is to monitor the
operation of a listed company and hence, being an INED, is a kind of
public duty or community service and that the fixed sum of remuneration
could be regarded as an honorarium, having regard to the role of INEDs
detailed in paragraphs 3.5 and 3.6 in Chapter 3 of this Report. However,
on the basis of the facts set out in paragraph 4.1 above, CMI is of the view
that the complaint against Dr HO is not substantiated.

4.3 CMI wrote to Dr HO on 20 May 2011 to invite his response to the
relevant parts of the draft Report, including CMI's views on his case as set
out in paragraphs 4.1 to 4.2 above.

4.4 Dr HO expressed strong opposition to CMI's decision to conduct a
preliminary consideration of a complaint against him which in his views
was based on media reports, and therefore contrary to the provision in
Paragraph (7)(ii) of the Procedure that information gathered by CMI
relevant to the complaint and the allegations in question should not include
mediareports. The correspondence with Dr HO isin Appendix V(e).

4.5 CMI does not agree to Dr HO's views. CMI's decision to
conduct a preliminary consideration of a complaint against him was not
based on media reports though the media reports were part of the
information provided by the complainants. Under Rule 73 (1)(c) of RoP,
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it is CMI's duty to consider any complaint made in relation to the
registration and declaration of Members' interests or any complaint of a
failure to do so and, if it thinks fit after consideration, investigate such
complaint. CMI had decided to meet to consider the complaint against
Dr HO in accordance with Paragraphs (1) and (2) of the Procedure.
Unless the complaint is outside the terms of reference of CMI or the
complaint is merely based on speculations, inferences or unfounded
judgements, etc., CMI would have to meet to consider the complaint.
During the preliminary consideration stage, CMI gathered information
relevant to the complaint and the allegations in question.  Such
information included the verbatim transcripts of the relevant meetings of
the Railway Subcommittee, the Register of Members Interests, LegCo
papers and other relevant websites, as well as information from MTRCL on
the closing tender dates of the relevant contracts under the XRL Project.
The facts detailed in Chapter 2 of the Report are based on the above
information.

Hon Abraham SHEK

4.6 CMI notes Mr SHEK's agreement to CMI's interpretation of
Rule 83A of RoP set out in paragraph 3.13 in Chapter 3 of this Report that
a Member, by virtue of his being an INED of a company, should take
reasonabl e steps to find out what the company was doing for the purpose of
making the required disclosures under Rule 83A of RoP. He indicated that
he would do so in future. He, however, did not consider it fair to require a
Member to find out what a subsidiary of the company was doing for the
purpose of making the required disclosures under Rule 83A of RoP because
it was not practicable to do so. If he were to be judged on the basis of this
requirement on which he was not aware of, it would amount to
"backtracking"”, as Rule 83A of RoP was not drafted in the terms as set out
in CMI's understanding of the Rule.

4.7 CMI has carefully examined Mr SHEK's point of "backtracking",
but has come to the view that "backtracking" only exists when some
changes or new requirements are introduced. The principles set out in
paragraph 3.13(a) to (e) in Chapter 3 of this Report do not add new
requirements to Rule 83A of RoP, but are to reflect how the Rule should be
applied generally to situations where a Member is a director of a company
which has a pecuniary interest in a matter before the Council, a committee
or subcommittee. "Backtracking" therefore does not exist in this case.
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4.8 In considering whether the interest of a subsidiary of a company of
which a Member is an INED is too remote to be caught by Rule 83A of
RoP, CMI is of the view that this is a question of fact to be decided on the
facts of each case, taking into account relevant factors including the nature
of business of the parent company and the relationship between the parent
company and the subsidiary concerned.

Allegations relating to MTRCL

4.9 CMI finds that Mr SHEK had not disclosed the nature of his
interest in the XRL Project by virtue of his being an INED of MTRCL
when he spoke at the relevant meetings of the Railway Subcommittee.
CMI accepts Mr SHEK's admission that it was an oversight on his part for
the non-disclosure and that he had no intention of hiding his interest as an
INED of MTRCL. Nonetheless, as Mr SHEK was aware of his obligation
but he did not disclose his interest as a director of MTRCL when he spoke
on the XRL Project during the relevant meetings of the Railway
Subcommittee, CMI considers that Mr SHEK had breached Rule 83A of
RoP and recommends that he be admonished by a motion to that effect in
accordance with Rule 85 of RoP.

Allegationsrelating to HCCG and NWH

410 CMI considers that it should have occurred to Mr SHEK that
NWSH and/or its subsidiaries might have bid for contracts under the XRL
Project, having regard to the fact that NWSH is mainly engaged in
infrastructural construction as indicated in the annual report of NWSH?Z.
As such, CMI does not consider that the interest which Mr SHEK hasin the
XRL Project in his capacity as an INED of NWSH when Vibro (HK)
Limited, its subsidiary the principal activities of which are piling ground
investigation and civil engineering, had bid for and was awarded a contract
under the XRL Project istoo remote.

4.11 CMI also considers that Mr SHEK's pecuniary interest in the XRL
Project as an INED of HCCG when its wholly-owned subsidiary, Hsin
Chong Construction Co. Ltd., had bid for and was awarded a contract
under the Project is not too remote to be caught by Rule 83A of RoP. CMI

2 NWSH 2010 Annual Report
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notes that construction is the core activity of HCCG, which is mainly
carried out through its wholly-owned subsidiary, Hsin Chong Construction
Company Limited®. As such, it should have occurred to Mr SHEK that
HCCG or Hsin Chong Construction Co. Ltd. might have bid for a contract
under the XRL Project.

4.12 CMI does not accept the explanations given by Mr SHEK that he
does not have the capacity or the duty to keep abreast of the business
activities of the subsidiaries of NWSH and HCCG, nor can he be expected
to probe into information relating to Vibro (HK) Limited and Hsin Chong
Construction Co. Ltd. to which he is not entitled in law to do so. CMI is
of the view that it is not unreasonable to expect a Member to take steps to
find out, for the purpose of deciding whether to make the required
disclosures under Rule 83A of RoP, whether the company of which heis a
director has a pecuniary interest in the matter under consideration by a
committee of the Council. CMI also considers that Mr SHEK could have
taken steps to find out whether Vibro (HK) Limited and Hsin Chong
Construction Co. Ltd. had bid for a contract under the XRL Project
indirectly through the NWSH Board and the HCCG Board respectively.

413 CMI considers that Mr SHEK had breached Rule 83A of RoP for
not disclosing his pecuniary interests in the XRL Project, which were
derived from Hsin Chong Construction Co. Ltd. (a wholly-owned
subsidiary of HCCG) and Vibro (HK) Limited (a 99.8% owned subsidiary
of NWSH) of which he isan INED of HCCG and NWSH, when he spoke
at the relevant meetings of the Railway Subcommittee.

4.14  CMI however accepts Mr SHEK's explanation that it did not occur
to him that for the purpose of complying with Rule 83A of RoP he was
required to disclose the nature of hisinterests in the XRL Project by virtue
of his being an INED of NWSH and HCCG when he spoke at the relevant
meetings of the Railway Subcommittee, having regard to the following:

(@ Rule 83A of RoP does not expressly provide for the
requirement to disclose pecuniary interests of a Member
which are derived from those subsidiary companies of a
company of which heisadirector; and

¥ HCCG 2009 Annual Report
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(b) the information on disclosure of pecuniary interests
avallable to Members as set out in paragraph 3.2 in
Chapter 3 of this Report does not expressly remind
Members that they should disclose the nature of their
pecuniary interests if a subsidiary of the company of which
they are an INED had bid for or was awarded a contract in
a project under consideration by a committee of the
Council.

4.15 CMI aso considers that it would not be fair to expect Mr SHEK to
know that he was required to disclose the nature of his interests in the XRL
Project by virtue of his being an INED of NWSH and HCCG at the time
when he spoke at the relevant meetings of the Rallway Subcommittee,
having regard to the fact that the interest arising from a subsidiary company
had never been discussed or made known to Members and even CMI had
taken considerable time to come to its understanding on a Member's
obligation in relation to subsidiaries of the company of which he is an
INED for the purpose of Rule 83A of RoP.

4,16 On the basis of the considerations set out in paragraphs 4.14
and 4.15 above, CMI has decided not to recommend any sanction against
Mr SHEK under Rule 85 of RoP in this case.

4.17 CMI wrote to Mr SHEK on 20 May 2011 to invite his response to
its views as set out in paragraphs 4.9 to 4.16 above. The correspondence
with Mr SHEK isin Appendix VI(e). A summary of the views expressed
by Mr SHEK in hisresponseis set out in paragraphs 4.18 to 4.21 below.

418 Mr SHEK disputed CMI's interpretation that a Member has the
duty to find out, for the purpose of making the required disclosures under
Rule 83A of RoP, whether the subsidiary of a company (*parent company™)
of which he is an INED has bid for a contract or has been awarded a
contract under a project being considered by a committee of the Council.
Mr SHEK considered that such a requirement would impose too onerous a
duty on Members. It would also put Members in an impossible position
in that they must constantly ask for information from the subsidiaries
whose business activities in many situations were varied and/or remote
from the parent company.
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4.19 Mr SHEK disagreed that he had breached Rule 83A of RoP for not
disclosing the nature of his pecuniary interest in the XRL Project when he
spoke at the relevant meetings of the Railway Subcommittee by virtue of
his being an INED of HCCG and NWSH, as he should be judged in the
context of what was known to him at the relevant time. A Member who
had no knowledge of arelevant interest at the relevant time should not be
censured based on information developed afterwards. Mr SHEK stated
that the role of an INED was to ensure that the interests of the minority
shareholders of the company were protected. Hence, he did not usualy
have any dealings with the directors, management or staff of the
subsidiaries of the parent company of which he was an INED. An INED
of a parent company would usually come to know of a subsidiary's plans
only when he was presented with reports and financial statements of the
subsidiary.

4.20 Mr SHEK reiterated that to judge him on the basis of the
requirement that a Member, by virtue of his being an INED of a parent
company, should take reasonable steps to find out what the subsidiary of
the parent company was doing for the purpose of making the required
disclosures under Rule 83A of RoP would amount to "backtracking" given
that Rule 83A of RoP was not drafted in the terms as set out in CMI's
understanding of the Rule detailed in paragraph 3.13 in Chapter 3 of this
Report.

421  While admitting it was an oversight on his part for not disclosing
the nature of his pecuniary interest in the XRL Project when he spoke at the
relevant Railway Subcommittee meetings by virtue of his being an INED
of MTRCL, Mr SHEK was of the view that he should not be admonished
by a motion to that effect under Rule 85 of RoP as his oversight should be
looked at as technical in nature given the absence of any detriment to the
public or LegCo.

4.22 CMI has carefully considered Mr SHEK's response. CMI remains
of the view that Mr SHEK's point about the duty to find out whether the
subsidiary of a parent company of which a Member is an INED has bid
for a contract or has been awarded a contract under a project being
considered by a committee of the Council is too onerous for the Member
has already been addressed in paragraphs 3.14 to 3.16 in this Report.
CMI has re-adjusted the principles set out in paragraph 3.14 in this Report
after taking into account Mr SHEK's view to highlight that each case
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will be looked into on the basis of its individual circumstances but the
genera principle is that a Member who is a director of the parent company
of a subsidiary company which has bid for or been awarded a contract
under the project under the consideration of LegCo is regarded as having
an indirect pecuniary interest in the project. The question of remotenessis
to be determined by CMI based on al relevant information that it has
gathered. CMI notes that Hon Mrs Sophie LEUNG and Hon WONG
Yung-kan hold different views to the above. Details of Mrs LEUNG's and
Mr WONG's views are set out in paragraph 4.34 below.

4.23  Nevertheless, CMI acknowledges that the general principle on the
interest arising from a subsidiary company has never been discussed or
made known to Members. In the circumstances, although Mr SHEK has
been found in breach of Rule 83A of RoP for not disclosing his interests in
the XRL Project derived from Hsin Chong Construction Co. Ltd. (a
wholly-owned subsidiary of HCCG) and Vibro (HK) Limited (a 99.8%
owned subsidiary of NWSH) which are the subsidiaries of HCCG and
NWSH of which he is an INED when he spoke at the relevant meetings of
the Railway Subcommittee, CMI will not recommend any sanction against
him for the considerations set out in paragraphs 4.14 and 4.15 above.

4.24 As regards Mr SHEK's breach of Rule 83A of RoP in respect of
his directorship in MTRCL, CMI has considered the facts that Mr SHEK
had registered his interest as an INED of MTRCL in the Register of
Members' Interests and he had declared that he was an INED of MTRCL at
previous meetings of the Panel on Transport and the Railway
Subcommittee on other matters. As Mr SHEK's breach was due to an
oversight and he had no intention of hiding his interest as an INED of
MTRCL, CMI recommends that Mr SHEK be admonished by a motion to
that effect in accordance with Rule 85 of RoP which is the lightest sanction
under the Rule.

Hon Jeffrey LAM

4.25 CMI does not accept that as an INED of HCCG, Mr LAM does not
have the capacity or duty to keep abreast of the business activities of the
subsidiaries of HCCG. For the same reason set out in paragraph 4.11
above, CMI is of the view that Mr LAM's interest in the XRL Project as an
INED of HCCG when its wholly-owned subsidiary, Hsin Chong
Construction Co. Ltd., had bid for and was awarded a contract under the
Project is not too remote to be caught by Rule 83A of RoP. As such, it
should have occurred to Mr LAM that HCCG or Hsin Chong Construction
Co. Ltd. might have bid for a contract under the XRL Project.
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426  CMI considers that Mr LAM had breached Rule 83A of RoP for
not disclosing his pecuniary interests in the XRL Project which were
derived from Hsin Chong Construction Co. Ltd., a wholly-owned
subsidiary of HCCG of which heisan INED, when he spoke at the relevant
meetings of the Railway Subcommittee.

4.27 CMI however accepts that Mr LAM was not aware of the
requirement to disclose the nature of his interests in the XRL Project by
virtue of his being an INED of HCCG when he spoke at the relevant
meetings of the Railway Subcommittee for the same reasons given in
paragraphs 4.14 and 4.15 above. On the basis of this, CMI has decided
not to recommend any sanction against Mr LAM under Rule 85 of RoP in
this case.

4,28 CMI wrote to Mr LAM on 20 May 2011 to invite his response to
the relevant parts of the draft Report, including the views of CMI as set out
in paragraphs 4.25 to 4.27 above. The correspondence with Mr LAM isin
Appendix VIl(e). A summary of the response provided by Mr LAM is
given in paragraphs 4.29 to 4.31 bel ow.

4.29  Mr LAM disputed CMI's interpretation that a Member has the duty
to find out, for the purpose of making the required disclosures under
Rule 83A of RoP, whether the subsidiary of a company of which he is an
INED has bid for a contract or has been awarded a contract under a project
being considered by a committee of the Council, for the reasons similar to
those given by Mr SHEK in paragraphs 4.18 to 4.20 above.

4.30 Mr LAM disagreed that he had breached Rule 83A of RoP for not
disclosing the nature of his pecuniary interest in the XRL Project when he
spoke at the relevant meetings of the Railway Subcommittee by virtue of
his being an INED of HCCG, as a Member could only properly be judged
on what he knew at the relevant time and in the context then existing. A
Member who had no knowledge of a relevant interest at the relevant time
should not be censured based on information developed afterwards.
Mr LAM pointed out that imposing the new requirement of complying with
Rule 83A of RoP retrospectively on his case was in breach of the rules of
natural justice and most unfair to him.
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4.31 CMI has carefully considered Mr LAM's view on retrospective
application of a new standard of reporting pecuniary interests. CMI
remains of the view that there is no question of such as the principles set
out in paragraph 3.14 in Chapter 3 of this Report do not add new
requirements to Rule 83A of RoP, but are to reflect how the Rule should be
applied generally to situations where a Member is a director of a company
which has a pecuniary interest in a matter before the Council, a committee
or subcommittee.

432 CMI aso remans of the view that Mr LAM had breached
Rule 83A of RoP for not disclosing hisinterest in the XRL Project by virtue
of his being an INED of HCCG when he spoke at the relevant meetings of
the Railway Subcommittee. CMI however will not recommend any
sanction against Mr LAM under Rule 85 of RoP in this case for the
considerations set out in paragraphs 4.14 and 4.15 above.

4.33 CMI would like to emphasize that as a LegCo Member, Mr SHEK
and Mr LAM should stay aert and be vigilant in observing the requirement
to disclose their pecuniary interests as provided in the relevant provisions
of RoP of LegCo.

4.34 Hon Mrs Sophie LEUNG and Hon WONG Yung-kan have
reservation about one of the principles applicable to Rule 83A of RoP as
mentioned in paragraph 3.14(e) in Chapter 3 of this Report, as that
principle has never been applied to disclosure of pecuniary interest derived
from the subsidiary of a company of which a Member is an INED and has
never been fully discussed among Members. Mrs LEUNG and
Mr WONG consider it not practicable at all for a Member to find out the
business involvements of the subsidiaries of the company of which heisan
INED for the purpose of complying with Rule 83A of RoP. They also
consider it too drastic to apply this principle to the cases of Mr LAM and
Mr SHEK as the basis for concluding that they had breached Rule 83A of
RoP despite the fact that no sanction against them is recommended.
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CHAPTERS

Recommendations

Admonishment

51 On the basis of the conclusion set out in paragraph 4.9 in Chapter 4
of this Report, CMI recommends that Hon Abraham SHEK be admonished
on amotion to that effect in accordance with Rules 73(1)(e) and 85 of RoP.

Other recommendation

52 To assist Members in complying with Rule 83A of RoP, CMI
recommends that the principles applicable to Rule 83A of RoP set out in
paragraph 3.14 in Chapter 3 of this Report should be set out in the form of
guidelines to remind Members of their obligations as directors and to
formalize arrangements for the disclosure of pecuniary interests at meetings
of committees. These principles are reproduced as follows:

(@) acompany is regarded as having a direct pecuniary interest in
a project if the company has bid for a contract or has been
awarded a contract under the project;

(b) if acompany is regarded as having a direct pecuniary interest
In aproject by virtue of (a) above, a Member who is a director
of the company is regarded as having an indirect pecuniary
interest in the project;

(c) there is no distinction between executive directors,
non-executive directors and independent non-executive
directors as far as disclosure of pecuniary interest under
Rule 83A of RoP is concerned;
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(d) aMember is expected to take reasonable steps to find out, for
the purpose of making the required disclosures under
Rule 83A of RoP, whether the company of which he is a
director has a pecuniary interest in the matter under
consideration by a committee; and

(e) generaly speaking, if a subsidiary of a company ("parent
company") has bid for a contract or has been awarded a
contract under a project, then, the parent company is regarded
as having an indirect pecuniary interest in the project and on
this basis, a Member who is a director of that parent company
IS regarded as having an indirect pecuniary interest in the
proj ect.

5.3 In view of the rising public expectation of the conduct and
propriety of a LegCo Member, CMI calls upon all Members to stay aert
and be vigilant in observing the requirement to disclose their pecuniary
interests as provided in the relevant provisions of RoP of LegCo in order to
uphold the credibility of the Council.

Council Business Division 3
Legislative Council Secretariat
21 June 2011

-32-



£

BIER

&

ERER

Bigx 1

mEEAFREREZES S
ER%E

(2010 - 20114 fE)

RBIx5#E, GBS, JP
F=WER, IP

REEFEER(H20105E2H26H )
HAEMRFEE, SBS, JP

* Al et & 2, SBS, JP
RFGEHE, SC(E20105£1H28H)
PR 755 % 5% B, MH, TP
HNE#EE

fk E A /NH

HHI|L L

B 7% 17 i i e B A2 R IR Fr Y Z 2 - pr Ll it I 2 H g B 7% 17

FFEZE A BB B R & A9 K AT &

- Al -



Appendix I

Committee on Members' Interests

Membership List

(Year 2010 - 2011)

Chairman Hon Mrs Sophie LEUNG LAU Yau-fun, GBS, JP
Deputy Hon Emily LAU Wai-hing, JP

Chairman

Members Dr Hon Margaret NG (since 26 February 2010)

Hon WONG Yung-kan, SBS, JP
* Hon Abraham SHEK Lai-him, SBS, JP
Hon Alan LEONG Kah-kit, SC (up to 28 January 2010)
Hon Paul CHAN Mo-po, MH, JP
Hon WONG Sing-chi

Clerk Miss Mary SO

Legal Adviser =~ Ms Connie FUNG

* As Hon Abraham SHEK is a Member under complaint,
Mr SHEK has not participated in the handling of the
complaint or in the meetings of the Committee to deliberate
on or inquire into the complaint made against him.
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Appendix 11

THE PROCEDURE OF
THE COMMITTEE ON MEMBERS' INTERESTS
FOR HANDLING COMPLAINTS RECEIVED
IN RELATION TO THE REGISTRATION OR
DECLARATION OF MEMBERS' INTERESTS OR
MEMBERS' CLAIMS FOR REIMBURSEMENT OF
OPERATING EXPENSES

January 2009
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The procedure of the Committee on Members' Interests
for handling complaints received
in relation to the registration or declaration of Members' interests or
Members' claims for reimbursement of operating expenses

(1

(2)

3)

Upon receipt of a written complaint by the Committee on Members' Interests ("the
Committee") from a Member or a member of the public (hereinafter referred to as "the
complainant") about the registration or declaration of interests of a Member or a
Member's claims for reimbursement of operating expenses (hereinafter referred to as
"the Member under complaint"), the Clerk to the Committee ("the Clerk") shall
forthwith contact and verify the identity of the complainant. The Clerk shall then
distribute the complaint in the form of a confidential document to members of the
Committee ("members") and he shall ask the Chairman of the Committee ("the
Chairman") to decide within two working days whether a meeting on the matter should
be held (in the event of the absence of the Chairman from Hong Kong or the Member
under complaint being the Chairman, the Clerk shall seek instruction from the Deputy
Chairman; the same principle shall apply in subsequent paragraphs). If a complaint
(i) is made by an anonymous or unidentifiable person or by a person who cannot be
contacted, or (ii) is made against a former Member, or (iii) is about a Member's act(s)
or omission(s) which allegedly took place seven years or more prior to the date of the
complaint, the Chairman shall instruct the Clerk to circulate the complaint to other
members in the form of a confidential document for information. However, the
Committee will not consider the complaint.

In deciding whether a meeting should be held to consider the complaint received, the
Chairman may consider not to hold such a meeting for the following reasons:

(a) the complaint is not related to the registration or declaration of a Member's
interests, or a Member's claims for reimbursement of operating expenses;

(b) the complaint is merely based on speculations, inferences or unfounded
judgements;

(c) the complaint involves substantially repeated allegations which have already
been dealt with by the Committee, except where fresh evidence has been
produced; or

(d) other reasons he deems appropriate.

If the Chairman decides that the Committee should meet, he shall instruct the Clerk to
arrange for the first meeting to be held within the next seven working days to consider
the complaint.
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)

)

If the Chairman decides not to hold such a meeting and conveys to the Clerk his
decision as well his reasons for making such a decision, the Clerk shall inform other
members of the Chairman's decision and his reasons. If any member indicates
disagreement with the decision in writing, the Clerk shall, by way of a circular, ask the
members to forward replies to him within three working days on whether a meeting
should be held to consider the complaint. In the event that the Clerk receives replies in
which the majority of members indicate their support for holding a meeting, he shall
ask the Chairman to fix the date, the time and the venue for the meeting. The first
meeting shall be held within the next seven working days.

If the Chairman makes a decision of not holding a meeting and the Clerk does not
receive replies from a majority of members indicating disagreement with this decision
after the expiry of the three-day deadline since the issue of the circular, the Committee
will not take any further action on the complaint.

(6)
(M

®)

®

The Committee may hold a meeting or a series of meetings to consider the complaint.
The purposes of such meetings are:

(i) To ascertain the subject of the complaint and the provisions of the Rules of
Procedure relevant to the allegations in question; and

(ii) To gather information relevant to the complaint and the allegations in question,
such as the dates, amounts of money (if any), persons involved, etc. Such
information should not include media reports, information provided by
anonymous persons and speculations, inferences or judgements made by
individuals.

In considering a complaint relating to a Member's claims for reimbursement of
operating expenses, the Committee shall, in addition to any other matter that the
Committee may consider relevant, have regard to the provisions of the Guide for
Reimbursement of Operating Expenses for Members of the Legislative Council.

The Committee may invite the complainant to attend a meeting(s) to provide
information. The Committee may also invite the Member under complaint to attend a
meeting(s) to give explanations, and provide information. At the time of making the
invitation, the Committee shall inform the Member under complaint that if he refuses
to attend such meeting(s) or refuses to answer questions of the Committee at such
meetings, the Committee may invoke the powers under the Legislative Council
(Powers and Privileges) Ordinance (Cap. 382) to order him to attend before the
Committee, and to give evidence or to produce documents, and may cause him to be
examined on oath.
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(10)

(1)

(12)

In attending before the Committee, the Member under complaint may be accompanied
by a maximum of three persons for the purpose of giving him assistance or advice.
These persons may include legal adviser(s) and they may be different persons for
different meetings of the Committee. Yet, the Member under complaint must answer
questions, give explanations or provide information himself. The accompanying
person(s) is(are) not allowed to address the Committee.

If the Member under complaint admits all the allegations at this stage. and the
Committee is of the opinion that it is able to determine whether the complaint is
substantiated and decides that an enquiry is not necessary, the Committee shall report
to the Council and make a recommendation as to a sanction to be imposed on the
Member under complaint.

The Committee may decide not to proceed with an investigation if it is of the opinion
that the complaint is not substantiated.

(13)

(14)

(15)

If the Committee decides to conduct an investigation into the complaint, the
Committee shall instruct the Clerk to convey the decision to the complainant and the
Member under complaint and to provide the Member under complaint with
information received in relation to the complaint.

In the course of conducting an enquiry, the Committee may, in accordance with section
9(1) of the Legislative Council (Powers and Privileges) Ordinance (Cap. 382), order
any person to attend before the Committee and to give evidence or to produce any
paper, book, record or document in the possession or under the control of such person.
At such a hearing, the Committee may cause witnesses to be examined upon oath. The
Committee may ask the complainant, the Member under complaint and other persons
to confirm upon oath the information and statements they have provided at previous
meetings. ”

The Member under complaint shall have the right to give explanations, make
clarification and provide information on the subject of the complaints and the related
matters. In attending before the Committee, the Member under complaint may be
accompanied by a maximum of three persons for the purpose of giving him assistance
or advice. These persons may include legal adviser(s) and they may be different
persons for different meetings of the Committee. Yet, the Member under complaint
must answer questions, give explanations or provide information himself. The
accompanying person(s) is(are) not allowed to address the Committee.
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(16)

If, during the preliminary consideration or the investigation stages, the Committee has
come to the knowledge that the complaint or related matters is/are being investigated
by a law enforcement agency, or is/are relating to a case pending in a court of law, the
Committee may suspend its investigation until the conclusion of the investigation by
the law enforcement agency or the legal proceedings.

(17)

(18)

(19)

(20)

If the Committee decides that there is sufficient evidence to substantiate a complaint, it
shall inform the complainant and the Member under complaint of its decision.

Upon receipt of the Committee's notification of its decision that the complaint is
substantiated, the Member under complaint may make a request in writing to the
Committee for a review of the decision within the next seven working days, and he
may submit written statements and provide any other information which is unavailable
at hearings held earlier. Upon receipt of the written request for a review of the
Committee's decision from the Member under complaint, the Chairman shall instruct
the Clerk to arrange for a meeting to be held for such purpose within the next seven
working days to hear the explanation made by the Member under complaint and to
review its earlier decision.

If the Committee is of the opinion that the complaint is substantiated, or it is still of the
opinion after the review that the complaint is substantiated, the Committee shall
present a report to the Council on the complaint, in which the evidence and its opinion
should be set out. The Committee may also make a recommendation to the Council as
to a sanction to be imposed on the Member under complaint under Rule 85 of the Rules
of Procedure. In considering whether or not to recommend a sanction, or what
sanction to recommend, the Committee shall take into account whether the failure of
the Member under complaint to comply with the relevant rule(s) of the Rules of
Procedure was due to an honest mistake on his part.

If the Committee is of the opinion that the complaint is not substantiated, it shall
convey the decision to the complainant and the Member under complaint. The
Committee may decide whether it should submit a report on this to the Council. If the
Committee decides not to submit a report on this to the Council, members or any other
person must not disclose any information regarding the complaint, except the evidence
taken before the Committee and documents presented to it during meetings of the
Committee held in public.

-Al2-




(21)

(22)

(23)

(24)

HEZEGHAMAEEWVWMEBEZERREMN A (FHEHROEE
A HHBEBERERES REAREgBHERSER IES
HUT‘%%%EQ%Wﬁm 518 AT BN S SRR E Y B B
HNRE EZEFREFNVEZEXHEMALERTEREES
Fi{ERE ZTEGBHFTERCAUNMEEZZTEREMA L -4 |
AHRNATE SR ETETRB(EFEHADE SIIEERBRYBER
BRIV EBZIN KK EEZRE WHTETERERE ¥
ZEBEWEMA L ERNKERENT -

TEZBEFESE 17 5 20 REBAWRFNEBEZTEFTRIENRE
HI w&ﬁmﬁéﬁéﬁﬁﬁﬁﬁg KA EZEEKH
RERLILEGH BEZEGHEWURENXF -EZREFTHE
WRFNHEEERTEOZEGHERE ZEEREFREN
MEREEZ#EE  WARNTE  BFEZESEEREYH A
K EE R E A

ZEGNEH BERANER  ARMEAMAER  HUOEEFDN
%é%i%ﬁ%@%%*%@% Il 5% & My A H 7E 0 B 8RR
17
T

BT ENEEEA2 AFETHNEZESHREA I
TEFRZHMEN—H o -

(25)

ETREEFRRERFOEZEGEZE BTG UEEGZ RGN
ZHBEHZELFTHNZAZEGFRANAEZARFTANIE

-A13 -



ey

(22)

(23)

(24)

All members and other persons attending meetings of the Committee held in camera
(except the Member under complaint) shall be required to sign a confidentiality
undertaking that they will not publish evidence taken before the Committee,
documents produced to it, or its deliberations and decisions before the Committee has
presented its report to the Council. Where the Committee finds that a member or other
person has breached the undertaking he gave to the Committee, the Committee will
consider whether and how to deal with the member or that other person, and may take
actions including moving a motion in the Council for the admonishment or reprimand
of the member under Rule 81 (Premature Publication of Evidence) of the Rules of
Procedure, or passing a motion of the Committee expressing its disapproval of the
member or that other person for breaching the undertaking.

Before the Committee informs the Member under complaint of its decision in
accordance with paragraph 17 or 20, the latter shall be required to sign a confidential
undertaking not to publish any document marked as confidential by the Committee
before it has presented its report to the Council. Where the Committee finds that the
Member under complaint has breached the undertaking he gave to the Committee, the
Committee will consider whether and how to deal with the Member, and may take
actions including passing a motion of the Committee expressing its disapproval of the
Member for breaching the undertaking.

Meetings of the Committee, including those at which hearings are conducted, shall be
held in camera. However, hearings shall be conducted at meetings held in public if the
Member under complaint makes such a request.

The transcript of evidence taken at such hearings shall be published in full as far as
possible and form part of the report of the Committee.

(25)

No member of the Committee shall participate as a member of the Committee in the
handling of a complaint or in the meetings of the Committee to deliberate on or inquire
into a complaint where the complaint was made by or against him.
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BEER/\ - Q) PMEEGR B ek R E RSN

1/4/2008 to 1/4/72007 to
31/12/2008
—EEBNE
BE—HZ
—EBNE
+=-B=+—8
HK$°600
BT 5T

Interest on bank loans wholly repayable BERAEFNESEREY

within five years and overdraft ROTBERREZINE 1,815 770
Others H — 216
1,815 1,686

The remuneration of the directors for the nine months ended 31
December 2008 is set out below:

Salaries,
allowances Contributions
and benefits toretirement  Share-based
Fees in kind Bonus scheme compensation Total
2. A BHhER REREE
EEHRE REYDYUS AN STEER ERzEd E= 3]
HK$°000 HK$'000 HK$000 HK$000 HK$'000 HKS'000
Name of directors BEEHS BT BETT EBETE BET T BETRT BEFE
David CHU Shu-ho 209 — — — — 209
WONG Ying-wai R 194 1,628 228 4 2,651 4,705
Edmund LEUNG Kwong-ho ZEEEED
(note i) 151 900 — 3 781 1,835
Kenneth CHU Ting-kin KRR 150 — — — 766 916
CHAN Ka-kui (note i) B R & (B L) 186 4,227 1,731 133 4,584 10,861
Barry John BUTTIFANT Barry John BUTTIFANT
{note i) (B4 gFiit) 189 — — — 1,267 1,456
Jeffrey LAM Kin-fung iz 150 — — — 766 916
Peter LAU Kwok-kuen 21 150 — — —_ 766 916
Abraham SHEK Lai-him LB 150 — —_ —— 766 916
1,529 6,755 1,959 140 12,347 22,730
Notes: B 5%
0] Mr. Edmund LEUNG Kwong-ho was re-designated from an independent (i)

non-executive director to an executive director with effect from 1 October
2008 and further appointed as the managing director of the Company
with effect from 5 January 2008,

(i Mr. CHAN Ka-kui retired from the position of managing director and was (i}
re-designated from an executive director to a non-executive director with
effect from 5 January 2008.

(i) M. Barry John BUTTIFANT was re-designated from an executive director to (i) Barry John‘ BK:HT!FANT ?:’;‘E?
a non-executive director with effect from 19 March 2009. L EEmBRTE TR
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bR/ ¢ ) Rtk BRVE SRR

BARE®
HBRR Rixe HBEBRHE

BEEL bk s FHEMERR HEE @t
EFRRA ,
—saw % 12 - - - 12
—RER 0.3 - - - 0.3
— BB (F 200845 A29 BERIT) 0.1 - - - 0.1
- 8% : f 0.3 - - - 0.3
— AR 04 - - - 04
—~BERE(MN2008%5 A 290 EE) 0.2 - - - 0.2
-RRE 0.3 - - - 0.3
SLEL: = 03 - - - 0.3
~HEAE | 04 - - - 0.4
e 03 - - - 03
— BkiE : 03 - - - 03
~ERK 0.3 - - - 0.3
WITEEEKE
— B - 6.7 —* 8.6 153
o E VAL ; - 43 0.2 2.7 7.2
—BRER i - 44 0.2 2.6 7.2
— - 44 02 26 7.2
—REE - 48 0.7 2.7 8.2
—EERE(HA 20084 12 A 31 B - 36 0.5 17 5.8
~BEE : - 44 0.2 2.3 6.9
— g : - 42 0.2 26 70

44 36.8 2.2 25.8 69.2

* ERESATARMEAHESHEN—BRE - AFH 2007 4 R 2008 EGFEFHHAHFR 120004 T -

10 EEOE 2008EELH -A34 -



pisaidRay - (4) Cighiek SR EREMEEN

13 EEREREEROME (B
NTERESOMEHIWT

BEEES BARER

EER HE&EF R R 2008 2007

EELE ok Hip@F| K P BAEE R [ deag BMems

BEER HEHBT BEET HEBT BEEL BEET BEET
HREH T 0.28 7.71 0.30 8.29 8.39 16.68 4.51
MEEEE 0.15 4.20 0.22 4.57 5.60 10.17 3.21
RIRE L 0.20 6.17 0.43 6.80 5.60 12.40 5.81
DREEELE 0.20 5.63 0.20 6.03 4.20 10.23 5.1
HEREL 0.15 5.07 0.31 553 4.20 9,73 4.37
MR 0.20 5.04 0.33 5.57 4.20 9.77 4.39
sREAEE 0.15 4.81 0.33 5.29 4.20 9.49 4.34
HEREEE 0.15 3.88 0.16 4.19 4.20 8.39 3.21
R TS e 0.15 - - 0.15 0.84 0.99 10.83
vl 0.15 - - 0.15 0.84 0.99 0.16
REMSEE 0.20 0.01 - 0.21 0.84 1.05 0.15
BRask 0.27 0.01 - 0.28 1.67 1.95 0.25
B RS A 0.25 0.01 - 0.26 1.67 1.93 0.25
PEEC e 0.25 0.01 - 0.26 1.67 1.93 0.25
Pt 2.75 42.55 2.28 47.58 4812 95,70 46.84

(B3¥C)

OIEHITEE
* BUIMTESR
fi5E -

(@ FHRNEEELHSE RMEALEN RGBS BHTRBRERN - DREAARE  BERFEET  U2EMBERTUE

(b BEIAEANENEREAEZEERUNEES -
(© WEAERERHNEESYHBESENE 2B ARG AR MEEOE RGN E - AT ERHMRE T EER T ORRE -
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17 June 2010

Mr Arthur LEUNG

Ch Council Secy (3) 1 % {-‘-F
Council Business Division 3 NFIDENTIAL
Legislative Council

8 Jackson Road ; ? %&%X & MN&
Central

Hong Kong

Dear Mr Leung
With reference to the information as requested in your letter of 14

June 2010, China State Construction International Holdings Limited
requires me to make a request in writing for its consideration.

Yours sincerely

Dr Raymond HO Chung Tai
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7 July 2010

Mr Arthur LEUNG

Ch Council Secy (3) 1 % {¢
Council Business Division 3 NFIDENTIAL

Legislative Council
8 Jackson Road
Central

Hong Kong

Dear Mr Leung

I refer to your letter of 28 June 2010 requesting me to obtain the
information from China State Construction International Holdings
Limited (“the Company”).

I regret to inform you that no information is provided by the
Company and | was given to understand that the required

information is confidential and will not be disclosed.

Thank you for your kind attention.

Yours sincerely
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Abraham SHEK Lai Him

Mr. Arthur Leung 26" January 2010
Clerk to the Committee on Members' Interests
Legislative Council

Hong Kong

Dear Mr. Leung,
I refer to your letter dated 20" January 2010.

At the outset I must indicate that I have declared my directorships in the MTRCL, Hsin
Chong Construction Group Limited and NWS Holdings Limited in my general declaration of
interests and on several occasion in panel meetings, and in particular the Railway

Subcommittee. It is therefore well known that I am so involved.
In respect of the specific questions raised, I respond as follows:-
(@) T'was appointed a director of the above 3 companies on the following respective dates:

- MTRCL : 18 December 2007
- Hsin Chong Construction Group Limited : 23 January 2008
- NWS Holdings Limited : 28 September 2004

In all instances I serve on an independent non-executive basis and do not hold any other
remunerated or non-remunerated positions in the companies. As part of my role as an
independent non executive director I serve on various remuneration, nomination and
audit committees. None of these relate to the day to day operations of any of the

companies.

(b) The remuneration I received from each of the three companies is not based on the

performance of the companies whatsoever. I received the following remuneration.

1
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MTRC : HKD300,000.00 per annum.
Hsin Chong Construction : HKD200,000.00 per annum.
NWS Holdings : HKD250,000.00 per annum

Over the course of my service as Independent non-executive director, I had been offered
stock options in Hsin Chong Construction and NWS Holdings in common with other
Independent Non-Executive Directors. I have not exercised any such options up to

now.

I have not participated in the daily operation of the three companies. The award of
contracts relating to the XRL Project by the MTRCL was only raised at the MTRCL
Board level for decision on 8 December 2009 and I was not aware of any involvement
of the relevant companies until after that meeting, as I was not present at the MTRCL
Board meeting on 8 December 2009. Only after the award of the contracts did I learn
of the identity of the contractors who were awarded from documents provided by
MTRCL to me.

At all relevant times I was not aware of, nor did I participate in any of the planning or
work of Hsin Chong Construction Group Limited in its bidding for contracts under the
XRL Project.

At all relevant times I was not aware that Vibro (HK) Limited had been awarded any

construction contract for the XRL Project.

At all relevant times, I have not relayed to the management of any of the three
companies any deliberations on the XRL Project, or passed on any information

whatsoever.

I have neither tendered any advice nor given any view to the management of any of the

three companies in relation to the XRL Project.

In earlier meetings of the Railway Subcommittee and the Transport Panel I had declared

my interest as a director in MTRCL. I refer you in particular to the panel meeting on

v
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26 June 2009, and the Railway Subcommittee meeting on 4 June 2009. After these
meetings the same was done. Minutes of all these meetings are available to members
of the public on the LegCo website and therefore, other members are well aware of my
interests having been declared. At the November meeting of the Railway
Sub-committee at which I spoke on the XRL Project, I had overlooked the need to
declare my interests afresh. Given that the XRL Project was always treated as a
government project with the MTRC being only an implementation agent, it did not then

occur to me that I should have declared my interests afresh.

I shall be happy to assist further.

Yours sincerely,

Abraham Shek Lai Him

- 15\90 -



FROM

FAX NO. :+852 2526 7313 Oct. @8 2p18

Mﬁg VI(b)
Agpendix VI(b)

Reply Slip
(Please return on or before 21 October 2010)

Ref: CB(3)/C/ICONT (08-12)
To: Mr Arthur LEUNG

Clerk 1o Committee on Members' Interests

Legislative Council Building

8 Jackson Road

Central

Hong Kong
(Fax No: 2537 1204, 2810 1691)

Attendance at 2 meeting of the Committee on Members' Interests (" CcMI™)

1 wish/do -+ 1o attend a closed meeting of CMI to give explanations and/or -
provide “formation in relation to the complaint against me. ~

[:] # ] artach a written submission in relation 10 the complaint against me for
CMT's consideration.

/alﬁfv‘g Sidntlee

Signature: \VLMVQJ‘«A

Name: 09 o nl popOIR <HP2

\!
Date: 4 ﬁ /,ﬂ/w”:

-~

* Please delete as appropriate
# 1f appropriate, please put a tick in the box
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Appendix VI(¢)

CONFIDENTIAL

Reply Slip
(Please return on or before Friday, 12 November 2010)
Ref: CB(3)/C/CON/7 (08-12)

To: Mary SO
Clerk to Committee on Members' Interests
Legislative Council Building
8 Jackson Road
Central
Hong Kong

(Fax No: 2537 1204, 2810 1691)

Committee on Members' Interests
Closed meeting on 24 November 2010
from 8:30 am to 9:15 am in Conference Room B
of the Legislative Council Building

O 1 confirm that I will be accompanied by the following person(s):

Name in English Name in Chinese Relationship with me
(if he/she is your legal adviser,
please specify)

[3/1 confirm that I will NOT be accompanied by any person.

o Mgt

Name: Hon Abraham SHEK

Date: [ { NboEmpee 2o o

* Pleage tick the annronriate box.
11-NOV-2818 16::58 852 2526 7313 P.B1
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CONFIDENTIAL

23 February, 2011

Ms Mary So
Clerk to Committee

on Members’ Interests
Legislative Council Building
8 Jackson Road
Central, Hong Kong

Dear Ms So,

I refer to your letter to me dated 1 February 2011, and the report of the Committee on
Members’ Interests (“CMI™) enclosed with it.

As to the allegations of complaint that the Committee make against me, you do not appear to
have recorded my position that I did speak at the meetings of the Subcommittee on Matters
Relating to Railways of the Panel on Transport in relation to the Hong Kong Section of
Guangzhou-Shenzhen-Hong Kong Express Rail Link (the “XRL Project™ on 6, 16 and 17
November 2009 without first declaring my interest as a director of MTR Corporation Limited.
Indeed, in relation to this complaint, I have fully stated my position that:

1. T had declared this position in my declaration of interests and on several other occasions in
panel meetings. In particular I did so at the Railway Subcommittee.

2. When I spoke at the above meetings, I had overlooked the need to declare my interests
afresh. This is because I always treated the MTR Corporation Limited as an implementation
agent, and that the XRL Project was a government project.

3. In any event, I have not personally made any gain whatsoever in this matter, and my
submissions should be fully taken into account by the Committee in its deliberations of this

complaint.
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In relation to the other complaints and allegations, I do not admit any wrongdoing whatsoever.

and invite the CMI to note the following:

1.

I am a director of Hsin Chong Construction Group Limited (“HCCG™) of which Hsin
Chong Construction Co. Ltd. (“HCCC”) is only a subsidiary. I am not a director of
HCCC.

Likewise, I am a director of NWS Holdings Limited (“NWS™) of which Vibro (HK)
Limited (“Vibro™) is only a subsidiary. I am not a director of Vibro.

Both HCCC and Vibro have their own boards of directors and I am not in any way
involved in the day to day operation or affairs of either of these companies. As I am not a
director of HCCC or Vibro, I have no access to any information pertaining to these
companies. I must add that I do not have any fiduciary duties in HCCC or Vibro as I am

not a director.

In my capacity as a director of HCCG and NWS respectively, I keep abreast of the
business activities and development of these companies. I have no corresponding capacity
or duty with regard to HCCC or Vibro.

The Directors of HCCC and Vibro have a duty of confidentiality with regard to these
companies’ matters and given that I am neither a director nor a shareholder of either of
these companies, I have no capacity or ability to look into the business or operations of
HCCC or Vibro.

At no time before I spoke at the meetings of the Railway Subcommittee on 6, 16 and 17
November 2009 on the XRL Project, was any information relating to the plans of HCCC
or Vibro to bid for contracts in the XRL Project made available to the directors of HCCG
or NWS. I had no reasonable cause to believe that HCCG or HCCC, or NWS or Vibro
would directly or indirectly become interested in the XRL Project.
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7. 1can only make declarations of interests in respect of companies in which I am a director
and which are based on facts known to me. It is not reasonable for me to, nor can I
properly, speculate whether a subsidiary of a company in which I am a director is or is not
interested in making a bid for a contract. This is too remote and I cannot be expected to

probe endlessly for information which I am not in law entitled to.

8. Asa fact, I was not aware of, and had no reason to believe that either HCCC or Vibro had
made bids for contracts in the XRL Project. I also had no reason to believe that HCCC or
Vibro would do so.

9. In the circumstances, the CMI cannot reasonably find that I spoke on those days without
declaring an interest as alleged or at all.

I respect the guidelines that apply to declaration of interests, but these guidelines have to be
applied fairly. To the extent that there is any uncertainty in the Guidelines, members should
not be questioned retrospectively. If the guidelines are hazy, and retrospectively given an
interpretation that runs counter to given practice, and express requirements, such is

tantamount to moving the goal posts.
Please place this before the CML

Yours faithfully

v
Abraham Shek Lai Him
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Miss Mary So 3 June 2011

Clerk to Committee

on Members’ Interests
Legislative Council Building
8 Jackson Road
Central, Hong Kong

Dear Miss So,

In your letter to me dated 20 May 2011 you enclosed a redacted copy of the draft
report (LC Paper No. CM1/98/1 0-11) of the Committee on Members’ Interests (“CMI”
or “Committee”) and invited me to comment on this. | now do so.

| take the view that members of the Committee are misguided. The role of an
independent non-executive director (“INED”) is to ensure that the interests of minority
shareholders of the company in which he serves as a director are properly protected.
His dealings are with the management and staff of the company, and he does not
usually have any dealings with the directors, management or staff of the subsidiaries
of the company. Nor is he responsible for securing business or developing
opportunities. The outlook of an INED in a company in respect of pecuniary interests
is therefore different from that of other directors. It is not reasonable or proper for an
INED to take a hands-on approach in the affairs of a subsidiary -and probe for
potential interests to be declared. An INED of a parent company usually come to
know of a subsidiary’s plans only when he is presented with reports and financial
statements of the subsidiary.

Therefore, the CMI would be imposing too onerous a duty on Members by requiring
them “to find out the nature of business of the subsidiaries of the company of which
he is an INED for the purpose of considering whether a disclosure under Rule 83A of
RoP should be made because what is required of the Member is only to disclose the
nature of the pecuniary interest”.
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I object to the CMI’s interpretation of the RoP that a Member who serves as an INED
of a parent company must have a duty to look for information from a subsidiary to
consider a disclosure of a pecuniary interest. From a practical standpoint this places
Members in an impossible position in that they must constantly ask for information
from subsidiaries. There are many situations which are simply too remote to have to
make a declaration of interest.

When one considers the CMI's proposal to assess whether a failure to disclose a
supposed pecuniary interest amounts to a breach based on information that is
subsequently collated, the unfairness is éven more apparent. The Member’s actions
should be judged in the context of what is known to the Member at the relevant time,
namely when the pecuniary interest should be declared. Facts discovered after this
time paint a different picture. In my instance, the fact that a subsidiary of a company in
which | serve as a director was interested to bid for work in the XRL Project was only
made public and known to me after the relevant time. A member who has no
knowledge of a relevant pecuniary interest at the relevant time should not be
admonished based on the information that comes to him afterwards. That Member
should only be judged based on what he actually knows at the relevant time.

I admit that | had not disclosed the nature of an interest in the XRL Project when |
spoke at a Railway Subcommittee meeting given that | am a director of the MTRCL. |
note what the CMI records in paragraph 4.6 of the report but add that I did not vote on
anything at the Finance Committee meeting on this, and | felt at the time that the
subject matter, namely where the station for the XRL Project should be, was not a
matter for the MTRC, but rather a policy decision of the Administration. The
breaches in the past of some other Members were much more serious and they were
admonished. In my case, | submit that given the absence of any detriment to the
public or LegCo and in all the circumstances, my breach should be looked at as
technical in nature and that | should not be admonished.

When one considers the Rules of Procedure (‘RoP”) and the Guidelines on

Registration of Interests, we do not see any express stipulation that Members must to
look into indirect pecuniary interests outside of the company in which they serve as a

&5t TEL: (852) 2588 1060 {#E FAX: (852) 2588 1623 ERHM ‘zhams@netvigator.com
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director, or to disclose such interests. Even so, the CMI now concludes that | had
breached Rule 83A. This smacks of setting the goal posts after the ball is kicked. | do
not see any basis for arriving at this conclusion in the complaints against me and |
deny any breaches whatsoever.

In Chapter 5 the CMI issues recommendations which will set a new standard of
reporting pecuniary interests. These new standards, even if accepted as necessary
and proper, will impose an added burden on Members in future, but should not be
imposed on me retrospectively. | do not accept the Committee’s findings that there is
no “backtracking”. To impose such a standard on me now and to find | have been in
breach runs contrary to the rules of natural justice. This is most unfair to me.

| categorically reject the CMI’s finding that | had breached Rule 83A of the RoP and if
the findings are unchanged | must reserve all rights.

Yours faithfully,

Abraham Shek
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Mr. Arthur Leung

Clerk to the Committee on Members' Interests
Legislative Council

Hong Kong

Dear Mr. Leung,

I refer to your letter dated 20" J anuary 2010.
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At the outset I must indicate that I have declared my directorships in Hsin Chong

Construction Group Limited in my general declaration of interests to LegCo. It is therefore

well known that I am so involved.

In respect of the specific questions raised, I respond as follows:-

(@) I was appointed as an independent non-executive director of Hsin Chong Construction

Group Limited on 24 August 2002.

Incidental to my service in Hsin Chong as an independent non-executive director, 1

serve on the remuneration and audit committees. Neither of these relate to the day to

day operations of the company and I do not hold any other remunerated or

non-remunerated positions.
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(b) The remuneration I received from the company is not based on the performance of the

company whatsoever. I received HK$200,000.00 per annum by way of remuneration.

Over the course of my service as Independent Non-Executive Director, I had been
offered stock options in Hsin Chong Construction in common with other Independent

Non-Executive Directors. I have not exercised any such options up to now.
(c) Thave not participated in the daily operation of Hsin Chong Construction.

(d) At all relevant times I was not aware of, nor did I participate in any of the work of Hsin
Chong Construction Group Limited in its plans or bids for contracts under the XRL

Project.

(e) At the relevant time, I have not relayed to the management of the company any

deliberations on the XRL Project, or passed on any information whatsoever.

(® I have neither tendered any advice nor given any view to the management of the

company in relation to the XRL Project.

(g) Ihave nothing to add at this time.
Yours sincerely,

% 7&: —

Jeffrey LAM Kin Fung
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Reply Slip
(Please return on or before 21 October 2010)
Ref: CB(3)/C/CON/7 (08-12)

To: Mr Arthur LEUNG
Clerk to Committee on Members' Interests
Legislative Council Building
8 Jackson Road
Central
Hong Kong

(Fax No: 2537 1204, 2810 1691)

Attendance at a meeting of the Committee on Members' Interests ("CMI")

I wrish/do not wish* to attend a closed meeting of CMI to give explanations and/or
provide information in relation to the complaint against me.

m * 1 attach a written submission in relation to the complaint against me for
CMI's consideration.

Signature: %7(@ e
/ £

Name: [Aen KN pané  TEEFREY

Date: 20 — {0 -2019.

* Please delete as appropriate
# If appropriate, please put a tick in the box
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CONFIDENTIAL |

October 20, 2010

Mr Arthur Leung
Clerk to the Committee

On Members’ Interests
Legislative Council Building
8 Jackson Road
Central, Hong Kong

Dear Mr Leung,
Thank you for your letter of 7 October 2010.

As I have already set out my response to the complaint raised against me in earlier
correspondence, I have nothing further to add at this time. I have therefore decided
not to attend the meeting of the Committee on Members’ Interests and return the
Reply Slip accordingly.

Yours faithfully,

%7,é:f

Jeffrey Lam Kin Fung

-Ai02 -

B E R E I 4/F., Eltee Building, 3 Ning Foo Street, Chai Wan, Hong Kong
128968101 B HErax:2897 025¢ T/ F E % Email - jeflam@fowind.com.hk

B3 mh

o
i
> JE
© 4
o B

<



. Bk VII(c)
¢ hEARSMEE BSRTRE Appendix VIl(c) i

= Hono Kong Specia Adminstrative Regon o the People's Reounlic of Crira

<

Y ~

i /A B LEGISLATIVE COUNCIL
S22 E Hon. Jeffrey Kin-fung Lam, sss.ip

~

8 November 2010

Confidential

Mr Arthur Leung
Clerk to the Committee

On Members’ Interests
Legislative Council Building
& Jackson Road
Central, Hong Kong

Dear Mr Leung

I write in response to your letter of 7 October 2010 again, to supplement further information
that the Committee on Members’ Interests should consider.

I refer to paragraph 3 of Appendix III enclosed with your said letter. In respect of Hsin
Chong Construction Co. Ltd. (the “Company™) the Committee should note that:-

1. The Company is a wholly owned subsidiary of Hsin Chong Construction Group Limited
(of which I am a director).

2. The Company has its own board of directors and I am neither a director nor in any way
involved in the day to day operations of the Company.

3. At all relevant times, I was not aware of. nor did I participate in, any of the work of the
Company in any of its contracts under the XRL Project.

Please place this letter before the Committee.

Yours faithfully
%7, D
Jeffrey Lam Kin Fung
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ICONFIDENTIAL

16 February 2011

Ms Mary So
Clerk to Committee

on Members’ Interests
Legislative Council Building
8 Jackson Road
Central, Hong Kong

Dear Ms So,

I refer to your letter to me dated 1 February 2011, and the report of the Committee on
Members’ Interests (“CMI”) enclosed with it.

In the letter you set out allegations in a complaint against me. 1 do not admit any
wrongdoing whatsoever and request the CMI to note the following:

1. I am a director of Hsin Chong Construction Group Limited (“HCCG”) of which Hsin
Chong Construction Co. Ltd. (“HCCC”) is a subsidiary.

2. In my capacity as a director of HCCG 1 keep abreast of the business activities and
development of HCCG. I have no corresponding capacity or duty with regard to HCCC.

3. HCCC has its own board of directors and the directors of HCCC have a duty of
confidentiality with regard to business matters pertaining to that company. I am not in
any way involved in the day to day operation or affairs of this company. As I am not a
director of HCCC, I have no access to any information pertaining to this company. I must
add that I do not have any fiduciary duties in HCCC as I am not a director.

-Al04 -
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4. Given that I am neither a director nor a shareholder of HCCC, I have no capacity to look
into the business or operations of HCCC.

5. At no time before I spoke at the meetings of the Subcommittee on Matters Relating to
Railways of the Panel on Transport held on 22 October, 13 and 16 November 2009, was
any information relating to HCCC’s plan to bid for a contract in the Hong Kong Section
of Guangzhou-Shenzhen-Hong Kong Express Rail Link (the “XRL Project”) made
available to the directors of HCCG. I had no reasonable reason to believe that HCCG or
HCCC would directly or indirectly become interested in the XRL Project.

6. 1 can only make declarations of interests in respect of companies in which I am a director
and which are based on facts known to me. It is not reasonable for me to, nor can I
properly, speculate whether a subsidiary of a company in which I am a director is or is not
interested in making a bid for a contract. This is too remote and I am not aware that I am
obliged to declare any interest in respect of a company of which I am not a director.
Besides, I cannot be expected to probe endlessly for information which I am not in law
entitled to.

7. As a fact, I was not aware of, and had no reason to believe that HCCC had made a bid for
contracts in the XRL Project. I also had no reason to believe that HCCC would do so.

8. In the circumstances, the CMI cannot reasonably find that I spoke on those days without
declaring an interest as alleged or at all.

I therefore do not admit the complaint as set out by the CMI.
Yours faithfully

i —

Jeffrey Lam Kin Fung
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CONFIDENTIAL
Miss Mary So 3 June 2011

Clerk to Committee

on Members’ Interests
Legislative Council Building
8 Jackson Road
Central, Hong Kong

Dear Miss So,

I refer to your letter to me dated 20 May 2011 to me, in which you enclosed extracts of the
draft report (LC Paper No. CM1/98/10-11). I now set out my response to this.

With all due respect, the Committee on Member’s Interests (“CMI” or “Committee™) is
wrong. The members of the Committee fail to understand the proper role of an independent
non-executive director (“INED”) and how such a director relates to subsidiaries of which he
is not a director.

An INED’s primary role is to protect the interests of minority shareholders of the Company
which he serves as a director. He does not have day to day dealings with the management
and staff of the Company, far less any dealings with the directors, management or staff of the
subsidiaries of the Company. Nor is he responsible for securing business or developing
opportunities. The pecuniary interest of INED’s in a Company is therefore different from
that of other directors.  As such it is not reasonable or proper for an INED to take a hands-on
approach in the affairs of a subsidiary. Such subsidiaries have their own directors who have
duties of confidentiality that must be respected. INED’s of a parent company usually only
know of a subsidiary’s plans when they are presented with reports and financial statements of
the subsidiary.

Therefore, the report of the CMI is wrong when it states in paragraph 3.15 that a Member
would not encounter “undue difficulty to find out the nature of business of the subsidiaries of
the company of which he is an INED for the purpose of considering whether a disclosure
under Rule 83A of RoP should be made because what is required of the Member is only to

1
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disclose the nature of the pecuniary interest”. This is too onerous on Members.

I do not accept that a Member who serves as an INED must have a duty to look for
information from a subsidiary to consider a disclosure of a pecuniary interest. From a
practical standpoint this places the Member in an impossible position in that he must
constantly ask for information from the subsidiary with or without any basis.

This onus is even more unfair and unreasonable when considered together with the CMI’s
proposal to judge whether a non-disclosure of a supposed pecuniary interest is tantamount to
a breach is to be considered with the benefit of hind-sight, after all relevant information is
gathered. This takes the Member’s actions out of the context known to the Member at the
relevant time, namely the time of the alleged failure to declare the pecuniary interest.
Knowledge and facts developed after the relevant time will often lead to a finding that the
Member could have done better, but this is unfair. A member who has no knowledge of a
relevant pecuniary interest at the relevant time should not be censured based on information
developed afterwards. The Member can only properly be judged on what he knows at the
relevant time, and in the context then existing.

In earlier submissions I made it clear that I was not aware of the interest of Hsin Chong
Construction Co. Ltd. in the XRL Project when I spoke at the meetings of the Railway
Sub-Committee. Neither the Rules of Procedure (“RoP”) nor the Guidelines on Registration
of Interests contain any express stipulation that Members are required to look into indirect
pecuniary interests outside of those of the Company in which they serve as directors, nor to
disclose such interests. Even though I had complied with what is required at the relevant
time the CMI now concludes that I had breached Rule 83A. The Committee well knows that
I had no knowledge of any interest of a subsidiary of the company in which I served as
director that should be declared at the relevant time. This is beyond what was required in the
RoP and there is no basis for arriving at this conclusion. I deny any breach whatsoever.

The CMI’s recommendations as set out in Chapter 5 introduce a new standard of reporting
pecuniary interests. It is not proper or reasonable to Jjudge my previous conduct according
to such new standard. Imposing such a standard retrospectively is in breach of the rules of
natural justice and most unfair to me.
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I therefore reject the CMI’s finding that I had breached Rule 83A of the RoP and reserve all
rights.

Yours faithfully,

T

Jeffrey Kin Fung Lam
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By multi-fax
LC Paper No. CB(3) 69/08-09

Ref : CB(3)YM/MM
CB(3)/P/2

Tel : 28699205
Date : 20 October 2008
From : Clerk to the Legislative Council

To : All Members of the Legislative Council

Disclosure of pecuniary interest by Members

In response to enquiries from some Members regarding Members’
participation in the debate and voting on the motion on “Assisting the victims of
the Lehman Brothers incident” at the Council meeting on 22 October 2008, this
circular details the rules in the Rules of Procedure (RoP) and the House Rules
(HR) which relate to the disclosure of pecuniary interest by Members in the
Council.

2. RoP 83A provides that a Member shall not move any motion or
amendment relating to a matter in which he has a pecuniary interest, whether
direct or indirect, or speak on any such matter, except where he discloses the
nature of that interest. A Member’s pecuniary interest ought to be declared if it
might reasonably be thought by others to influence the Member’s actions,
speeches or votes in the Council.

3. RoP 84(1) provides that a Member shall not vote upon any question in
which he has a direct pecuniary interest except where his interest is in common
with the rest of the population of Hong Kong or a sector thereof or his vote is
given on a matter of Government policy. As the mere presence of a Member
may affect the voting result, RoP 84(1A) further provides that a Member shall
withdraw when a vote is taken on a question in which he has such a direct
pecuniary interest. If a Member has failed to withdraw, under RoP 84(3A), any
Member may move without notice a motion for the withdrawal of the Member
after the President has put the question on the original motion but before the vote
is taken. If the withdrawal motion is passed, the Member shall withdraw when
the original motion is voted on. Also, under RoP 84(4), any Member may move
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without notice a motion to disallow the vote of a Member before the result of the
voting is declared. If the motion to disallow a vote is agreed to, the result will
be altered accordingly. The procedure on the moving of a motion for the
withdrawal of a member or disallowance of vote on grounds of direct pecuniary
interest is set out in HR 3 and Appendix II of HR.

4. Regarding the interpretation of “a sector thereof” in RoP 84(1), the
subject was studied by the Committee on Members’ Interests in the 2000-2001
session. After deliberation, the Committee concluded that it was technically
impossible to give a clear and clean definition of the phrase “a sector thereof”,
and individual Members should decide whether their pecuniary interests were
common to “a sector of the population of Hong Kong”, in the light of their own
particular circumstances. For the motion on “Assisting the victims of the
Lehman Brothers incident”, individual Members are advised to decide whether
they have any direct pecuniary interest and, if yes, whether the interests are
within any of the excepted situations provided in RoP 84(1).

5. For Members’ ease of reference, RoP 83A and 84 and HR 3 relating to
disclosure of pecuniary interest by Members, as well as the procedure in
Appendix II of HR for moving a withdrawal motion or disallowance motion
referred to above, are reproduced in the Appendix.

(Mrs Justina LAM)
for Clerk to the Legislative Council
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Appendix

Extract from the Rules of Procedure and House Rules
of the Legislative Council

Rules of Procedure

83A. Personal Pecuniary Interest to be Disclosed

In the Council or in any committee or subcommittee, a Member shall not
move any motion or amendment relating to a matter in which he has a pecuniary
interest, whether direct or indirect, or speak on any such matter, except where he
discloses the nature of that interest.

84. Voting or Withdrawal in case of Direct Pecuniary Interest

(1) In the Council or in any committee or subcommittee, a Member
shall not vote upon any question in which he has a direct pecuniary interest
except where his interest is in common with the rest of the population of Hong
Kong or a sector thereof or his vote is given on a matter of Government policy.
(L.N. 126 0of 2002)

(1A) In the Council or a committee of the whole Council, a Member
shall withdraw when a vote is taken on a question in which he has a direct
pecuniary interest except where his interest is in common with the rest of the
population of Hong Kong or a sector thereof or his vote is given on a matter of
Government policy. (L.N. 126 0f2002)

2) (Repealed L.N. 126 0of 2002)
3) (Repealed L.N. 126 of 2002)

(3A) A motion for the withdrawal of a Member on the ground of his
failure to withdraw as required by subrule (1A) may be moved without notice by
any Member after the President or Chairman has put the question on the original
motion but before the vote is taken. (L.N. 107 0of 1999; L.N. 126 of 2002

4) A motion to disallow a Member’s vote on the ground of his direct
pecuniary interest under subrule (1) may be moved without notice by any
Member immediately upon the statement by the President, Chairman of a
committee of the whole Council or chairman of his judgment on whether there is
a required majority or, if a division has been ordered, upon his statement of the
numbers of Members recorded in the division. (L.N. 107 of 1999)
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(5) The President, Chairman of a committee of the whole Council or
chairman shall have the discretion whether or not to propose the question upon a
motion under subrule (3A) or (4); and in exercising such discretion he shall have
regard to the nature of the question upon which the vote is taken and to the
consideration whether the interest therein of the Member whose presence or vote
is challenged is direct and pecuniary and not an interest in common with the rest
of the population of Hong Kong or a sector thereof and whether the vote is on a
matter of Government policy. (L.N. 107 of 1999)

(5A) If the question for the withdrawal of a Member is proposed, the
Member concerned may be heard in his place but he shall then withdraw from
the Council or a committee of the whole Council for the duration of any vote on
the question. If the motion is agreed to, the Member shall withdraw or continue
to withdraw from the Council or the committee of the whole Council when the
original question is put and voted upon. (L.N. 107 of 1999)

(6)  Ifthe question for the disallowance of a Member’s vote is proposed,
the Member concerned may be heard in his place but he shall then withdraw
from the Council, a committee of the whole Council, a committee or
subcommittee for the duration of any vote on the question. If the motion is
agreed to, the President, Chairman of a committee of the whole Council or
chairman shall state anew his judgment on whether there is a required majority in
the original question or, in the case of a division, direct the Clerk to the
Legislative Council or the clerk to alter the numbers voting and, in the case of the
Council or a committee of the whole Council, the effect of the presence of the
Member in the original division accordingly. (L.N. 107 of 1999)

@) (Repealed L.N. 107 of 1999)
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House Rules

3. Withdrawal of Member or Disallowance of Vote on Grounds of Direct
Pecuniary Interest

(@) A motion for the withdrawal of a Member on grounds of his direct
pecuniary interest may be moved without notice by any Member
after the President or Chairman of a committee of the whole
Council has put the question on the original motion but before the
vote is taken. The procedure on the moving of a motion for the
withdrawal of a Member is in Appendix II.

(b) A motion to disallow a Member’s vote on grounds of his direct
pecuniary interest may be moved without notice by any Member
immediately upon the statement by the President, Chairman of a
committee of the whole Council or chairman of his judgment on
whether there is a required majority or, if a division has been
ordered, upon his statement of the numbers of Members recorded
in the division. The procedure on the moving of a motion to
disallow a Member's vote is also in Appendix II.
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Appendix II
(rule 3)

Procedure on the Moving of Motion
for the Withdrawal of Member or Disallowance of Vote
on Grounds of Direct Pecuniary Interest

Moving of motion for the withdrawal of Member

1.

A Member who wishes to move a motion under Rule 84(3A) of the Rules
of Procedure for the withdrawal of another Member on grounds of the
latter's direct pecuniary interest may pass a note to the President or
Chairman of a committee of the whole Council indicating his intention to
do so during the debate but before the question on the original motion is
put. He should give the name of the Member whose withdrawal is
proposed in the motion and the reasons for moving the motion.

The Member wishing to move the withdrawal motion may also notify the
Member concerned at the same time, giving the reasons for moving the
motion. This gives the latter the opportunity, if he so wishes, to clarify
matters. Should the Member intending to move the motion decide not to
proceed with the motion in the light of the clarification given, he should
inform the President or Chairman of a committee of the whole Council of
his decision.

If the withdrawal motion is to be moved, the Member wishing to move the
motion should indicate his intention to speak immediately after the
President or Chairman of a committee of the whole Council has put the
question on the original motion.

The President or Chairman of a committee of the whole Council shall then
call upon the Member to move the motion for the withdrawal of the other
Member.

The President or Chairman of a committee of the whole Council shall
decide whether or not to propose the question upon the withdrawal motion
having regard to Rule 84(5) of the Rules of Procedure.

If the question for the withdrawal of a Member is proposed, the Member
concerned may, in accordance with Rule 84(5A) of the Rules of Procedure,
be heard in his place but he shall then withdraw from the Council or the
committee of the whole Council for the duration of any vote on the
question.

If the withdrawal motion is negatived, the Member may return to the
meeting.
<3
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8.

If the withdrawal motion is agreed to, the Member concerned shall
withdraw from the Council or a committee of the whole Council when the
original question is put and voted upon.

Moving of motion for the disallowance of vote

9.

10.

11.

12.

13.

14.

A Member may move a motion without notice under Rule 84(4) of the
Rules of Procedure to disallow a Member's vote on grounds of the latter's
direct pecuniary interest after a vote on the original motion has been taken
but before the result of the voting is declared. The Member should as early
as practicable pass a note to the President, Chairman of a committee of the
whole Council or chairman indicating his intention to do so, and notify the
Member concerned as far as possible.

(a) Where a division has not been ordered on the original motion, the
Member who wishes to move the disallowance motion should
indicate his intention to speak immediately upon the statement by
the President, Chairman of a committee of the whole Council or
chairman of his judgement on whether there is a required majority in
the original question.

(b) Where a division has been ordered on the original motion, the
Member who wishes to move the disallowance motion should
indicate his intention to speak immediately upon the statement by
the President, Chairman of the committee of the whole Council or
chairman of the numbers of Members recorded in the division.

The President, Chairman of a committee of the whole Council or chairman
shall then call upon the Member to move the motion for the disallowance
of the other Member's vote.

The President, Chairman of a committee of the whole Council or chairman
shall decide whether or not to propose the question upon the disallowance
motion having regard to Rule 84(5) of the Rules of Procedure.

If the question for the disallowance of a Member's vote is proposed, the
Member concerned may, in accordance with Rule 84(6) of the Rules of
Procedure, be heard in his place but he shall then withdraw from the
Council, a committee of the whole Council, a committee or subcommittee
for the duration of any vote on the question.

If the disallowance motion is negatived, the Member may return to the

meeting. The President, Chairman of the committee of the whole
Council or chairman shall then declare the decision on the original motion.
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15.

If the disallowance motion is agreed to,

(a)

(b)

where a division has not been ordered on the original motion, the
President, Chairman of a committee of the whole Council or
chairman shall state anew his judgement on whether there is a
required majority in the original question; or

where a division has been ordered on the original motion, the
President, Chairman of a committee of the whole Council or
chairman shall direct the Clerk to the Legislative Council or the
clerk to alter the numbers voting and, in the case of the Council or a
committee of the whole Council, the effect of the presence of the
Member in the original division accordingly.
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Appendix IX
g3 4
Legislative Council

LC Paper No. CMI 17/09-10

Ref: CB(3)/C/1 VI

Committee on Members' Interests
Paper for the fourth meeting on 16 December 2009

Disclosure of pecuniary interests under Rule 83A of the Rules of Procedure

Purpose

This paper provides information on issues relating to compliance with Rule
83A of the Rules of Procedure ("RoP") on disclosure of pecuniary interests by
Members of the Legislative Council.

Background

2. Rule 83A of the RoP provides that in the Council or in any committee or
subcommittee, a Member shall not move any motion or amendment relating to a
matter which he has a pecuniary interest, whether direct or indirect, or speak on such
matter, except where he discloses the nature of that interest. The main purpose of
such disclosure is to ensure that other Members and the public are made aware, when
a Member is participating in the proceedings of the Council or its committees, of any
pecuniary interest which might reasonably be thought to be relevant to those
proceedings.

3. As concerns have been raised recently by some Members at a committee
meetingl on whether the committee chairman should preside over the deliberation of
the funding applications for a project, given that he is an independent non-executive
director of a company which has indicated intention to bid for contracts under the
project, some members of the Committee on Members' Interests ("CMI") consider that
CMI should discuss the following issues regarding the disclosure of pecuniary
interests under Rule 83 A of the RoP:

(a) whether a Member should be regarded to be having a pecuniary interest in
a matter being considered by a committee when he is a non-executive
director of a body whose interest might be affected by the committee's
decision on the matter ;

! Public Works Subcommittee meeting on 2 December 2009
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(b) whether a Member who speaks on a matter in which he has a pecuniary
interest should disclose such interest at the beginning of his speech; and

(c) whether the chairman of a committee who has a pecuniary interest in a

matter being considered by the committee should preside over the
deliberation of that matter.

Direct and indirect pecuniary interests to be disclosed under Rule 83A of the RoP

Direct and indirect pecuniary interests

4. In a previous paper prepared by the Legal Service Division for CMI%
members have been advised that the term "direct pecuniary interest" is intended to
carry its natural meaning, and that in Hong Kong it has been generally accepted that
for a pecuniary interest to be direct, it should be immediate and not merely of a remote
or general character. In addition, the interest must be personal to the Member and
not merely one which is shared with the general public. As regards "indirect
pecuniary interest", it is an interest not immediate and personal to a Member, but does
have a certain relationship with the Member which would make a reasonable person to
consider that such interest might have certain influence on the action or speech of the
Member.

5. To assist members in understanding the meaning of "pecuniary interest” and
"indirect pecuniary interest", it may be useful to refer to the definitions of these terms
in statutes in some common law jurisdictions which have in place a declaration of
interest scheme similar to that in Hong Kong. Examples of such statutes which may
be relevant to the issues under consideration by CMI are those which require
councillors of local authorities to disclose pecuniary interest at meetings of local
councils or boards ("the relevant statutes").

6. In some of these statutes, "pecuniary interest" is defined to mean an interest
that a person has in a matter because of a reasonable likelihood or expectation of
appreciable financial gain or loss to the person3. As regards "indirect pecuniary
interest", there are statutory provisions providing to the effect that a member of the
council or local board has an indirect pecuniary interest in any matter in which the
council or local board is concerned, if the member or his nominee is a shareholder in,
or a director or officer of, a company that has a direct pecuniary interest in the matter;
or the member is a partner, or is in the employment, of a person or body that has a
direct pecuniary interest in the matter®. In some jurisdictions, guidelines relating to
pecuniasry interests of local authority members have been issued on the relevant
statutes”.

2 'A Note on the Meaning of "Indirect Pecuniary Interest" in Rule 83A of the Rules of Procedure of the
Legislative Council' (LC Paper No. LS12/02-03) issued for the CMI meeting on 8 April 2003

3 See, for example, section 442 of the Local Government Act 1993 of New South Wales, Australia.

4 See, for example, section 2 of the Municipal Conflict of Interest Act of Ontario, Canada, R.S.0. 1990, ¢. M.50

> See, for example, “Guidance for members of local authorities about the law on conflicts of interest” on the
Local Authorities (Members’ Interests) Act 1968 of New Zealand issued in June 2007.
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Non-executive directorship

7. Regarding the concern whether non-executive directorship should be
regarded as a pecuniary interest required to be disclosed®, members may wish to note
that there is no distinction between executive and non-executive directors in law.
Both are members of the board of directors of a company and have the same
responsibilities. Non-executive directors are different from executive directors in
that the latter also serve as executive managers of the company.

8. Whether a Member should disclose his non-executive directorship as a
pecuniary interest at a meeting of the Council or its committees depends on what the
matter being considered by the meeting is. It is a matter for individual Members to
judge whether they have a direct or indirect pecuniary interest in the matter under
consideration at the relevant meeting. The basic principle in determining whether a
pecuniary interest should be disclosed is whether the interest might reasonably be
thought by others to influence the Member's actions or speech in the matter being
considered. The fact that a Member has registered the interest of a directorship does
not obviate his obligation to disclose at the relevant meeting a pecuniary interest
arising from the directorship’.

9. Members may wish to note that Members of the United Kingdom ("UK")
Parliament are similarly required to declare any relevant pecuniary interest or benefit
of whatever nature, whether direct or indirect, that he may have had, may have or may
be expecting to have®. It is the responsibility of the Member to judge whether a
pecuniary interest is sufficiently relevant to require declaration. A pecuniary interest
should be declared if it might reasonably be thought by others to influence the
Member's speech. A declaration should be brief, but should make specific reference
to the nature of the Members' interest. Any declaration should be sufficiently
informative to enable a listener to understand the nature of the Member's pecuniary
interest without recourse to the Register or other publications’.

® There is also no such distinction made between executive and non-executive directorship as far as registration
of Members' interests on "remunerated directorship" is concerned, as set out in Rule 83(5)(a) of the RoP:

"(5) Inthis Rule, "registrable interests” means —

(a) remunerated directorships of companies, public or private, and if the company concerned is a
subsidiary of another company within the meaning of section 2(4) of the Companies
Ordinance (Cap. 32), also the name of that other company;"

7 Paragraph III(3) of the Guidelines on Registration of Interests states that "The registering of interests is
additional to, and in no way a replacement of, the requirement on Members to disclose pecuniary interest
under Rule 83A."

¥ Erskine May (2004), page 487

? ditto, page 488
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Timing of disclosure of pecuniary interest

10. Regarding the timing of disclosure of pecuniary interest, Rule 83A of the
RoP does not specify at which juncture of a Member's speech should the Member
disclose the pecuniary interest he has in the matter. It is the responsibility of a
Member to decide the most appropriate time in his speech to disclose his interest in a
matter being considered, which will enable other people to judge if his views on the
matter has been influenced by his interest.

11. In the UK Parliament, their Members have been advised to declare their
pecuniary interest when it is most relevant to do so, normally at the beginning of his
or her remarks'®.

Chairing of meetings

12. At present, there is no rule in RoP which prohibits the chairman of a
committee from chairing a meeting on grounds that he has a pecuniary interest or role
conflict in the matter under consideration by the meeting. However, there is
consensus among Members that a Member who is the chairman or deputy chairman of
a government advisory body in respect of matters related to the terms of reference of a
Panel should not be the chairman or deputy chairman of the Panel. This is provided
in rule 22(h) of the House Rules.

13. In the past, Members had on their own volition chosen not to chair a
meeting when they felt that there was a conflict in role or interests in the matter being
considered by the meeting, or when they considered they might be perceived that way
by others. If members consider that Members should be given more guidance in this
respect, CMI may consider issuing advisory guidelines to Members or recommending
that the arrangements be stipulated in the relevant rules and procedure of the Council.

Advice sought

14. Members are invited to note the information above.

Council Business Division 3
Legislative Council Secretariat
14 December 2009

10 ditto
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Appendix X
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-3 4
Legislative Council

Urgent by multi-fax
LC Paper No. FC27/09-10

Ref : CBI/F/1

Tel : 28699220

Date : 17 December 2009

From : Assistant Secretary General 1

To : Members of the Finance Committee

Finance Committee

Procedural implications of pecuniary interest on
Speaking and Voting on a matter before the Committee

This circular provides information on issues relating to the disclosure of
a pecuniary interest by members and voting in case of a member having a direct
pecuniary interest in a proposal being considered at meetings of the Finance
Committee.

Disclosure of pecuniary interest by members

2. As reflected by paragraph 40 of the Finance Committee Procedure,
Rule 83A and Rule 84 of the Rules of Procedure (RoP) apply to the proceedings
of the Committee. RoP 83A provides that a Member shall not move any
motion or amendment relating to a matter in which he has a pecuniary interest,
whether direct or indirect, or speak on any such matter, except where he
discloses the nature of that interest.

Timing of disclosure of pecuniary interest

3. The disclosure of the nature of the direct or indirect pecuniary interest
in the matter before a committee is a condition to a Member’s speaking on the
matter. Based on the principle that it is a Member’s responsibility to disclose
his pecuniary interest in a matter being considered to enable other people to
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judge if his views on the matter have been influenced by his interest, a Member
should disclose his pecuniary interest at the beginning of his speech on the
matter.

4. For Finance Committee meetings, it has been the practice for a member
to disclose his interest at the beginning of his speech on a proposal being
considered by the Committee.

Voting in case of a member having direct pecuniary interest

5. RoP 84(1), 84(4), 84(5) and 84(6) apply to Finance Committee
proceedings. RoP 84(1) provides that a Member shall not vote upon any
question in which he has a direct pecuniary interest except where his interest is
in common with the rest of the population of Hong Kong or a sector thereof or
his vote is given on a matter of Government policy. Also, under RoP 84(4),
any Member may move without notice a motion to disallow the vote of a
Member before the result of the voting is declared. If the motion to disallow a
vote is agreed to, the result will be altered accordingly. The procedure on the
moving of a motion for the disallowance of vote on grounds of direct pecuniary
interest is set out in RoP 84(5) and RoP 84(6) and further supplemented by
House Rule 3 and Appendix II of the House Rules.

Executive and non-executive directorships

6. Regarding the concerns whether non-executive directorship should be
regarded as a pecuniary interest required to be disclosed and/or affect a
Member's eligibility to vote', members may wish to note that there is no
distinction between executive and non-executive directors in law. Both are
members of the board of directors of a company and have the same
responsibilities. Non-executive directors are different from executive directors
in that the latter also serve as executive managers of the company.

7. Whether a Member should disclose his non-executive directorship as a
pecuniary interest at a meeting of the Council or its committees depends on
what the matter being considered by the meeting is. It is the responsibility of
individual Members to judge whether they have a direct or indirect pecuniary

There is also no such distinction made between executive and non-executive directorship as far as
registration of Members' interests on "remunerated directorship" is concerned, as set out in Rule
83(5)(a) of the RoP:

"(5) In this Rule, "registrable interests" means —
(a) remunerated directorships of companies, public or private, and if the company concerned is a

subsidiary of another company within the meaning of section 2(4) of the Companies Ordinance
(Cap. 32), also the name of that other company;"
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interest in the matter under consideration at the relevant meeting. The basic
principle in determining whether a pecuniary interest should be disclosed is
whether the interest might reasonably be thought by others to influence the
Member's actions or speech in the matter being considered, and the disclosure
should be made when he starts speaking on the matter at the relevant meeting.
The fact that a Member has registered the interest of a directorship does not
obviate his obligation to disclose at the relevant meeting a pecuniary interest
arising from the directorship’. In this connection, Members are invited to refer
to the requirement to update their registrable interests as stipulated in RoP 83(3).

8. Similarly, whether a Member's non-executive directorship would affect
a Member's eligibility to vote at a meeting of the Council or its committees
depends on what the matter being considered by the meeting is. It is the
responsibility for individual Members to judge whether they have a direct
pecuniary interest in the matter under consideration at the relevant meeting.

9. The RoP has no provision on how to determine whether a Member has
a direct or indirect pecuniary interest in a matter before a committee. It may be
useful for Members to have reference to some statutory definitions found in
some common law jurisdictions outside Hong Kong. These definitions are
referred to in Paper No. CMI 17/09-10, and the one that covers the situation of
directors of a company provides along the line that "a member has an indirect
pecuniary interest in any matter in which the council is concerned if the member
is a director of a company that has a direct pecuniary interest in the matter".

10. Members who are uncertain whether they should declare a particular
interest or vote on a proposal at a Finance Committee meeting may seek advice
from the clerk of the Finance Committee who would consult the Legal Adviser
on the legal issues involved, if necessary.

Chairing of meetings

11. At present, there is no rule in RoP which prohibits the chairman of a
committee from chairing a meeting on grounds that he has a pecuniary interest
or role conflict in the matter under consideration by the meeting. There is also
no provision on this matter in the Finance Committee Procedure. In the past,
Members had on their own volition chosen not to chair a meeting when they felt
that there was a conflict in role or interests in the matter being considered by the
meeting, or when they considered they might be perceived that way by others.
It has been provided in the Procedures of the Finance Committee and its
subcommittees that if the Chairman decides that he is unable to act for a
particular item, or if so decided by the Committee (or the Subcommittee), the

> Paragraph III(3) of the Guidelines on Registration of Interests states that "The registering of
interests is additional to, and in no way a replacement of, the requirement on Members to disclose
pecuniary interest under Rule 83A."
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Deputy Chairman shall chair the meeting for that particular item. If both of
them decide that they are unable to act, or if so decided by the Committee (or
the Subcommittee), the members present shall elect one from among themselves
to chair the meeting for that item.

Relevant rules

12. For Members’ ease of reference, RoP 83A and 84, paragraph 40 of the
Finance Committee Procedure and House Rule 3 relating to disclosure of
pecuniary interest by Members and disallowance of vote on grounds of direct
pecuniary interest, as well as the relevant procedure in Appendix II of House
Rule for moving a disallowance motion referred to above, are reproduced in the
Annex.

(Mrs Constance LI)
Assistant Secretary General 1
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Annex

Extract from the Rules of Procedure, Finance Committee Procedure and
House Rules of the Legislative Council

Rules of Procedure

83A. Personal Pecuniary Interest to be Disclosed

In the Council or in any committee or subcommittee, a Member shall not
move any motion or amendment relating to a matter in which he has a pecuniary
interest, whether direct or indirect, or speak on any such matter, except where he
discloses the nature of that interest.

84. Voting or Withdrawal in case of Direct Pecuniary Interest

(D) In the Council or in any committee or subcommittee, a Member
shall not vote upon any question in which he has a direct pecuniary interest
except where his interest is in common with the rest of the population of Hong
Kong or a sector thereof or his vote is given on a matter of Government policy.
(L.N. 126 0of 2002)

(1A) In the Council or a committee of the whole Council, a Member
shall withdraw when a vote is taken on a question in which he has a direct
pecuniary interest except where his interest is in common with the rest of the
population of Hong Kong or a sector thereof or his vote is given on a matter of
Government policy. (L.N. 126 of 2002)

2) (Repealed L.N. 126 of 2002)
3) (Repealed L.N. 126 of 2002)

(3A) A motion for the withdrawal of a Member on the ground of his
failure to withdraw as required by subrule (1A) may be moved without notice by
any Member after the President or Chairman has put the question on the original
motion but before the vote is taken. (L.N. 107 of 1999; L.N. 126 0of 2002)

4) A motion to disallow a Member’s vote on the ground of his direct
pecuniary interest under subrule (1) may be moved without notice by any
Member immediately upon the statement by the President, Chairman of a
committee of the whole Council or chairman of his judgment on whether there is
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a required majority or, if a division has been ordered, upon his statement of the
numbers of Members recorded in the division. (L.N. 107 of 1999)

(5) The President, Chairman of a committee of the whole Council or
chairman shall have the discretion whether or not to propose the question upon a
motion under subrule (3A) or (4); and in exercising such discretion he shall have
regard to the nature of the question upon which the vote is taken and to the
consideration whether the interest therein of the Member whose presence or vote
is challenged is direct and pecuniary and not an interest in common with the rest
of the population of Hong Kong or a sector thereof and whether the vote is on a
matter of Government policy. (L.N. 107 of 1999)

(5A) If the question for the withdrawal of a Member is proposed, the
Member concerned may be heard in his place but he shall then withdraw from the
Council or a committee of the whole Council for the duration of any vote on the
question. If the motion is agreed to, the Member shall withdraw or continue to
withdraw from the Council or the committee of the whole Council when the
original question is put and voted upon. (L.N. 107 of 1999)

(6)  If the question for the disallowance of a Member’s vote is proposed,
the Member concerned may be heard in his place but he shall then withdraw from
the Council, a committee of the whole Council, a committee or subcommittee for
the duration of any vote on the question. If the motion is agreed to, the
President, Chairman of a committee of the whole Council or chairman shall state
anew his judgment on whether there is a required majority in the original
question or, in the case of a division, direct the Clerk to the Legislative Council
or the clerk to alter the numbers voting and, in the case of the Council or a
committee of the whole Council, the effect of the presence of the Member in the
original division accordingly. (L.N. 107 of 1999)

(7)  (Repealed L.N. 107 of 1999)

Note: RoP 83A, 84(1), 84(4), 84(5) and 84(6) apply to Finance Committee
proceedings.
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Finance Committee Procedure

Pecuniary Interest to be Disclosed

40.

41.

Rule 83A and Rule 84 of the Rules of Procedure shall apply to the
proceedings of the Committee.

There are situations in which the usual rules regarding pecuniary interests
do not apply, such as when an item proposes changes to Members'
salaries and allowances as Members of the Council. In these cases, there
is no need for members to declare their individual interests. The
Chairman shall declare that all members have the same pecuniary interest
in the question and the Clerk records the statement. Members may then
speak and vote.
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House Rules

3. Withdrawal of Member or Disallowance of Vote on Grounds of Direct
Pecuniary Interest

(a)

(b)

A motion for the withdrawal of a Member on grounds of his direct
pecuniary interest may be moved without notice by any Member
after the President or Chairman of a committee of the whole
Council has put the question on the original motion but before the
vote is taken. The procedure on the moving of a motion for the
withdrawal of a Member is in Appendix II.

A motion to disallow a Member’s vote on grounds of his direct
pecuniary interest may be moved without notice by any Member
immediately upon the statement by the President, Chairman of a
committee of the whole Council or chairman of his judgment on
whether there is a required majority or, if a division has been
ordered, upon his statement of the numbers of Members recorded
in the division. The procedure on the moving of a motion to
disallow a Member's vote is also in Appendix II.
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Appendix 11
(rule 3)

(Extract from Appendix Il of House Rules)

Procedure on the Moving of Motion
for the Withdrawal of Member or Disallowance of Vote
on Grounds of Direct Pecuniary Interest

* * * * * *

Moving of motion for the disallowance of vote

9.

10.

11.

12.

13.

A Member may move a motion without notice under Rule 84(4) of the
Rules of Procedure to disallow a Member's vote on grounds of the latter's
direct pecuniary interest after a vote on the original motion has been taken
but before the result of the voting is declared. The Member should as early
as practicable pass a note to the President, Chairman of a committee of the
whole Council or chairman indicating his intention to do so, and notify the
Member concerned as far as possible.

(a) Where a division has not been ordered on the original motion, the
Member who wishes to move the disallowance motion should
indicate his intention to speak immediately upon the statement by
the President, Chairman of a committee of the whole Council or
chairman of his judgement on whether there is a required majority in
the original question.

(b) Where a division has been ordered on the original motion, the
Member who wishes to move the disallowance motion should
indicate his intention to speak immediately upon the statement by
the President, Chairman of the committee of the whole Council or
chairman of the numbers of Members recorded in the division.

The President, Chairman of a committee of the whole Council or chairman
shall then call upon the Member to move the motion for the disallowance
of the other Member's vote.

The President, Chairman of a committee of the whole Council or chairman
shall decide whether or not to propose the question upon the disallowance
motion having regard to Rule 84(5) of the Rules of Procedure.

If the question for the disallowance of a Member's vote is proposed, the
Member concerned may, in accordance with Rule 84(6) of the Rules of
Procedure, be heard in his place but he shall then withdraw from the
Council, a committee of the whole Council, a committee or subcommittee
for the duration of any vote on the question.
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14.

15.

&

If the disallowance motion is negatived, the Member may return to the
meeting.  The President, Chairman of the committee of the whole
Council or chairman shall then declare the decision on the original motion.

If the disallowance motion is agreed to,

(@) where a division has not been ordered on the original motion, the
President, Chairman of a committee of the whole Council or
chairman shall state anew his judgement on whether there is a
required majority in the original question; or

(b) where a division has been ordered on the original motion, the
President, Chairman of a committee of the whole Council or
chairman shall direct the Clerk to the Legislative Council or the
clerk to alter the numbers voting and, in the case of the Council or a
committee of the whole Council, the effect of the presence of the
Member in the original division accordingly.
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