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TABLING OF PAPERS

TAISCAERRE CEBHA ) B 21 QO HEMRERK -
The following papers were laid on the table pursuant to Rule 21(2) of the Rules
of Procedure:

b & % i S E L e
(2004 FEZBEHEIRESD ) oo 47/2004
(2004 7P il ( ESREREEMWEA ) X&) .. .. 48/2004
(2004 & TR (WMAMWBAMR ) &) ... 49/2004

( (2004 FErEEEHX (HEBIT ) BH )
(2004 FF55 398 ) 2004 4 ( A% HE)

/N == 55/2004

(2004 B0k (s ) (BRI ) 2 ) oot 56/2004
Subsidiary Legislation/Instruments L.N. No.
Designation of Libraries Order 2004 ....................... 47/2004

Antiquities and Monuments (Declaration of Historical
Building) Notice 2004 ...........ccovveininiinnnn.n. 48/2004

Federation of Hong Kong Industries (Addition of a
Scheduled Group) Notice 2004 ..................... 49/2004

Construction Industry Levy (Miscellaneous Amendments)
Ordinance 2004 (3 of 2004) (Commencement)
NOtICE 2004 ...oneiiiiiie e 55/2004

Prisons (Hostel) (Amendment) Order 2004 ................ 56/2004
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Other Papers
No. 76 — Report No. 42 of the Director of Audit on the results
of value for money audits - March 2004
No. 77 — Approved Estimates of Income and Expenditure

for financial year 2004/2005,
Securities and Futures Commission

mEEMNEEEE
WRITTEN ANSWERS TO QUESTIONS

& i >k #Ht 8 BT i
Land Control for Unleased Government Land

1. BREBRBE @ L/ WEHEEREEH KA AT BT L 59 71 5 77 21
LB R E S o BT H BEAE 7 B FE S - RGN TEEIEH IR LAY
I FEENG IR LAy - AR T LB AN LI L F - B A

DEHARE

(—) M HE N B E Lk T (F R BT F R ECE 7Y e i) FTA 2
Vo p=a

(=) BE3E  FFALRBET LI LFTETTHEFEZFH %
HIX B DAR G 22 D 57 [ RE 2 125 A 88 6 11 1)K 75 K e 2
K

(=) FHIJERBRIEH - ERG R EREZ %N K IEFZZF 7



kg — 2004 4R 21 H
10 LEGISLATIVE COUNCIL — 21 April 2004

FERMEMBBRHEE - £ - M BURF 89 2t SR ST 21 T E -
A LEEEMBECTAMBERERRRET  EHENAER TFEEERESE
TERRET - WHEH SN EEAT ¢

(—) EEEBATHLHE I TIE > SRBRERATFOENT

2259 B 1T o=
e ke B AR 6 % 8 #
B F £ 12 % 24 %
i R 52 35 %4 75 %
& it 53 % 107 %

(Z) #WE3FE . gt LHE R KRBT TIEL - G ABEH 52 745
TR A Fe 26 Kb ¥ 3% -

MR EE - A 91 FAEE 6 AR - 05 S H R KEK
HATHOLAF - AR ELEERH "HEH#BReE" HiFE  LERMEK
e AE e B A B R RS AR E W E -

(=) RiERERNEREREXESZZRE » & o & EBUE & AT
AR SEE A HRT B Z R mH e Aol i T e 8 e B S AT
e MR ENMEE  MBRFEE NG EHE - £58 H# L%
Ptk - HEBE ANEEGRAE@ENEN - E£3EZ6HEAREERTH
(Hz - IR IR B EAGERAE I HRELE - LI - F R R E
REETGERHISMBENRATZE G -

& BN & s B R AV @ 18 R BE
Boundary Crossing Arrangements at Lok Ma Chau Control Point During
Weekends

2. EIRBTHEE:LH  FILHEMAANKBGE - 101715 5 K ECHF R %
W E # LB EERF - 1F 7R g 1EF D IFLL LT RN F i 5 R IEE A
LI F i 1R AT T K 7 E R IRE XS F R M



kg — 2004 4R 21 H
LEGISLATIVE COUNCIL — 21 April 2004 11

Sf o BERRERRERITEENLAFL 72 5E - LUl T 2 A
GE Tl o BLUL - BF A& EHA T -

(—)

(=)

(=)

B IR KR H I EE H &L g &
K EFEE © 5 & K E LA 57 A B 8T A BT 5 18 19 /7 #7 L
Pl » BGIEJfe R 77 v TF 22 - DA IR G BN i+ B R
YA

B H I I FE A AR 2 A] A BB 2 A i 1@ R A B T
i E RN G A AR - BEEENMLHE A& 5 EE
JEF i 1% 8 g 1940 77+ K

B & il i Z & H I A BRI R ERITE A N L FE 0 EFE
ZHE (IR FF 78 ) - LR e F TR - A
WEXZGFERFG  ZH - T #F1E  HE - RA B ?

RERRBRE £

(—)

(=)

e TS N Ok 1R R R R T B T I B Y IR 2 e A MR B B
Mk 33 2 38 A » M 1E — ik BF BR AU MR BE B B H ATRI B 27 2
32 il - EF—HIRFBIEFEILHHEH TFUNREBENE  ARFBHRE
( "AER" JDEHRFEFERATEUNFEERKRERERED
50 MMt = RBA M IR B IRERBE AR FTE -5 —FHH -
ABRTFE ARG EEREMEHE LR K AR E
HH - Mo ASRITERERFRENRENEERRH > BEE
BAKAMER BRER > TBIRE R AMERIKRES - RIGHE
EHYIRE 3 LA HE AN K 2 3R 5 18 DOUE H A R - DUEE DR E
SN/

HZEE 9 H &S IMNE b 8y #8200 TR SRR - 508 Hil ik B k2
HUGE D R R 7 ek 22 39 A AT 8GN - Ay - RERE R IRE &
R i 2% ] [ AR 1500 K& i fe S Bt A5 =48 - 7 —
HIRE BICHRFE - & RERE RREE H IG5 - DIEURE
fm A OR oy P E IR AR R R 2 RO 4 Bk 0 A AR B i B
H ke B2 A i 5 B A6 T 107 7 o o5 4 e A - B B R e PR BGE '



kg — 2004 4R 21 H
12 LEGISLATIVE COUNCIL — 21 April 2004

WAREBEER  BEBIRABERGHERY  IRERFE
R IRED ENEFRE L ENWREERE EEFER  FRERERE
A g 1€ 22 [ I 4 & HR IR oo L AN R S5 - BE R S IV 1 h O
5 e E A IR - WA A AT S — 25 I R U A R e R
R ABBEMSRSFEFEREEESOEHEEKRE 8 IH AR
EARM I EE (A ) BB ASERERK - B - & ENE H
UHREBRE DR G HIER & - MRFNHEEBE NI FEIRE -
£ 2005 FEFIE K 2007 S Fof - B G Y E0EE K Bk EEE M
IS SR R A VR B BE - AR (B D 0 B B IR 0 it 22 i 5
B JE RS N B B O R Dl a2 — D 15 DR AR

(=) HE - BFEEMNEHERERERNEEHRE K ARG REHRAE —
RERERNLHHER - FFHER - ASEFE & 8L PEE 0
EREENEE DT EEFENKE

FEEEFRRIRKEREEXELEESNNEEE
Improvement Measures by Hong Kong Examinations and Assessment
Authority to Deal with Loss of Examination Scripts
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HONG KONG 13/F, Southorn Centre, 130 Hennessy Road

EXAMINATIONS AND Wan Chai, Hong Kong
ASSESSMENT AUTHORITY % /Fax: (852) 2572 9167
S
i3
¥ H £3
S ESE XN EE R s

EXEXRARBHARDEAAE > RAAREOMRERRRES  ANEFE O RL
AMA 4 BRRT 745 -

v BREAGERAFAKBLEH LT MALEREE—F A5 LRI R AR
GREBRRBPEEFT ALAAHHMEARTT RSN
# A RS WA ARG AR BHARSE T, RE -
WHBERFLE-S4 BEEAHEHAMSARY  RAKRFREHHEF RS -

EREBEASRERRXLERALS5 000 24 R AELEBRL—F HH - 2003 %
ERELRELEEHBBSHNE 3 G 24 ABEGBREELNE BIIAT » BT —
FEEES BUHBEE - ABHXAMNEBRMRES CTARFAELLGAILE 2458
BEEE LBALERE ZTRAEEAHAENAREED LS » REHMIRIUATH LI
¢ dokiHBEALEABR Py FIRE TIREA WA B RS0 RHE T
A o
v WAEABRE—HEL AABEFBARNTERT CRFRAXRRE 5
HAMREARE TIFERHN -

AR LERELERELLGEE  RRAGELLHHEH -

H#7:2004 14298

MhiAt WBRY Assessment for Learning
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A 14 WBYMY Assessment or Learning



kg — 2004 4R 21 H
16 LEGISLATIVE COUNCIL — 21 April 2004

AREREPROBENEEITEXRR
Two-way Flyovers with No Central Dividers
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EnhEERETERAEHME
Specification of Responsibilities of Senior Staff by Hospital Authority
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ABHAMEZFRRS /EE A M2
Running of Teaching Programmes Jointly by Hong Kong and Mainland
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Traffic Volume in Central and Wan Chai
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EBLHBER M RIERYE
Emissions and Dumping at Sea

10. MR BERNARD CHAN: Madam President, will the Government inform
this Council:

(@)

(b)

of the categories and amounts of pollutants emitted by marine
transportation vehicles, as well as the amounts of litter found in
Hong Kong waters, in each of the past three years; and

what measures have been taken by the authorities to reduce the
above emissions and dumping at sea; and what would be done by
them to further reduce pollution?

SECRETARY FOR THE ENVIRONMENT, TRANSPORT AND WORKS:
Madam President,

(@)

The major pollutants produced by marine vessels in Hong Kong
waters include oily water, chemical waste, sewage and air pollutants.
The amounts of oily water and chemical waste generated by marine
vessels and collected for treatment by the facility provided by the
Environmental Protection Department (EPD), the estimated volume
of sewage generated by marine vessels and the quantity of floating
refuse scavenged by the Marine Department (MD) in Hong Kong
waters in the past three years are set out below:

2001 2002 2003
Oily water 22 280 tonnes 15 170 tonnes 16 170 tonnes
Chemical waste 15 450 tonnes 12 940 tonnes 8 490 tonnes
Sewage' 3 800 cu m daily | 3 800 cu m daily | 3 800 cu m daily
Floating refuse 9 400 tonnes 9 280 tonnes 11 460 tonnes

We do not have the estimations of the major air pollutants emitted
by marine vessels in Hong Kong waters for the past three years.

It is estimated that marine vessels generate about 3 800 cu m of sewage daily. Such sewage is normally

treated by facilities installed on the vessels if it is to be discharged in Hong Kong waters instead of open

waters.

The level of sewage generated by marine vessels constitutes about 0.16% of the total quantity of

sewage generated in Hong Kong daily.




24

LEE — 2004F 48 21 H
LEGISLATIVE COUNCIL — 21 April 2004

(b)

The Waste Disposal Ordinance (Cap. 354), the Water Pollution
Control Ordinance (Cap. 358) and the Air Pollution Control
Ordinance (Cap. 311) provide overall control of waste disposal and
prevent the pollution of our waters and atmosphere. The Summary
Offences Ordinance (Cap. 228) is also used to prosecute littering at
sea. Moreover, there are also two other ordinances which
specifically govern the proper handling of pollutants generated by
marine vessels:

(i)  the Shipping and Port Control Ordinance (Cap. 313) which
prohibits pollution of the sea by oil or smoke emissions in
such a quantity as will cause nuisance in Hong Kong waters;
and

(i)  the Merchant Shipping (Prevention and Control of Pollution)
Ordinance (Cap. 413) which controls oil pollution, the
disposal of garbage and the discharge of noxious liquid
substances and harmful substances through preventive
measures. This Ordinance gives effect to the International
Convention for the Prevention of Pollution from Ships (the
MARPOL Convention) in Hong Kong. The MARPOL
Convention is the main international convention covering
prevention of pollution of marine environment by marine
vessels.

Operators of marine vessels have to abide by the above ordinances.
The relevant government departments take rigorous enforcement
action under them. Apart from stepping up enforcement, we will
continue to promote public awareness of the importance of keeping
Hong Kong's marine environment clean through various educational
campaigns and publicity initiatives.

To further strengthen the control of pollution from marine vessels,
the Administration will extend all Annexes to the MARPOL
Convention to Hong Kong. In this connection, we are preparing
two pieces of new subsidiary legislation, namely, the Merchant
Shipping (Prevention of Pollution by Sewage) Regulation and the
Merchant Shipping (Prevention of Air Pollution by Ships)
Regulation, under the Merchant Shipping (Prevention and Control
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of Pollution) Ordinance (Cap. 413) to regulate the disposal of
sewage and the emission of air pollutants from marine vessels.
After the enactment of two new regulations, the requirements for
prevention of pollution under all Annexes to the MARPOL
Convention will become applicable to Hong Kong.
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R EEBEERE R HBENREEREERRAME
Subordinated Loans or Loans Facilities Approved by Securities and Futures
Commission

16. tRIEERE © L/F - WIKBEEL 5 4F - FF 70 7756 A I F 09 5 18 & 7502
EiEmaZZ RVEFFEEZRG (| "HEE " ) HEENEL - &
HF B] & 5 F J77 5 H] 5F 55 T 13 B ol R T JE 1%t Y 55 T 8 R 1Y 5088 FiLIE P
G g 1T ] - AR B G 1 HE R T IR AT 2

BIREEREBRER  £F 8K 504 EE G IR A EEE ML
ERRESRNNENRMENRE  SFETCANKCERBNEFEREE LN
FiR &R - H B E R TR

bfif
1999-2000 4 % (& & ZX FH 55
B E %ﬁgﬂ s L

( LLET 2 BT E ) ( H)
1. R 760. 00 6.32
2. R 100. 00 2. 10
3. F 150. 00 4,26
4. F 25. 00 0.35
5. F 12. 40 0.32
6. F 36. 00 0.16
7. F 39. 00 1. 42
8. F 25. 00 0.65
9. F 2.00 0.23
10. F 7.00 0.65
11. R 312. 00 0.10
12. F 4.50 2.03
13. F 117.00 1.74
14. F 1. 50 0.19
15. F 8.00 1. 29
16. F 66. 30 0.48
17. R 195. 00 0.55
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2000-01 FREEHHH
Y -8-& &} gy ) /gfﬁggﬁ: ﬁ?%?/ﬁﬁﬂ%ﬁ/%?(ﬁ;fz)

( LB #HETE ) (A )
1. F 10.00 3. 94
2. F 6.00 2.52
3. F 20. 28 0.19
4. F 234.00 0.03
5. R 156. 00 0.19
6. F 60.00 0.03
T. F 50.00 0.26
8. F 277. 40 2.10
9. R 390. 00 0.35
10. F 11.00 0.35
11. F 50.00 3. 58
12. F 1. 00 0.39
13. F 29.70 4. 03
14. F 35.00 0.81
15. F 10.00 1. 65
16. S 200.00 3.13
17. R 7. 80 3.06
18. R 23. 40 3.19
19. F 546. 00 0.23

2001-02 FREE N HEE
S5 18 £ AT (W) ﬁﬁ%ﬁ_: T 3 i P [ )

( LUE 30T Ef ) (H)
1. R 1,000.00 0.68
2. R 100. 00 0.68
3. F 20. 00 0.90
4, F 393. 00 3.13
5. F 2.00 4.13
6. R 78.00 1.71
7. R 20. 00 0.45
8. F 39.00 1.35
9. R 1,000.00 0.90
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I —— EHA 7 5 1 B g [ 2

- (UG #EETE ) (A7)
10. R 200. 00 0. 90
11. F 2. 20 0.16
12. S 132. 60 13.29
13. R 8. 00 0.65
14. F 3. 00 0.13
15. F 12.00 4.29
16. R 200. 00 0.68
17. F 2. 00 0.19
18. F 0.60 0.29
19. R 70.00 8. 87
20. F 2. 30 2.19

2002-03 4 1% (B & FH 5

=&l 5/(//*% 1) /ggjjgga_ ﬁ?%?/gffﬂé‘ﬁ/%?(ﬁgw

- (UG #EET ) (A7)
1. F 60. 00 13.29
2. F 29.70 3. 61
3. F 200. 00 0.13
4. R 100. 00 3. 00
5. R 300. 00 8.13
6. R 30. 00 1.77
7. F 5. 00 0. 00
8. F 170.00 0.87
9. F 10. 00 0. 06
10. R 1,000.00 0.29
11. F 20. 00 0.71
12. F 2.00 0.03
13. F 10. 00 0.03
14. R 100. 00 2.5b
15. F 120. 90 0.23
16. F 10. 00 3.13
17. F 5. 00 0.65
18. S 300. 00 4. 48
19. S 585. 00 22.58
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g R ) EHA 7 2 A ()
( LLE EHTE) ( H)
20. F 23.40 0.23
21. F 58. 50 0.23
22. F 23.40 0.23
23. F 702.00 1. 35
24. F 2. 50 1. 81

2003-04 £F % i £ 5 1 74

e ) B 7 7 A ()
REEZBEE | ) ()
1. F 0.50 0.29
2. F 13.50 2. 94
3. R 50. 00 0.23
4, R 200. 00 0.94
5. F 8.00 1.61
6. F 6.10 1. 06
7. R 200. 00 0. 26
8. F 300. 00 0.06
9. F 0.50 1. 32
10. R 5.00 4. 00
11. F 296. 40 0.10
12. R 3.00 0.81
13. R 123. 24 0. 87
14. R 30.00 0.71
15. R 60.00 2.29
16. R 3. 00 0. 42
17. R 225.00 0.03
18. F 50. 00 0. 32
19. R 120. 00 0.29
20. F 50. 00 0.42
21. R 70.00 1. 39
22. F 200. 00 0.71
23. F 50. 00 0.74
24. R 200. 00 0.00
25. F 300. 00 0.23
20. R 35.00 0.00
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6 (F AT ) Qﬁ%{z Via A
( LLE BT i) (A )
27. F 31. 20 0.68
28. R 160. 00 0.00
29. R 80.00 0.03
30. R 20.00 0.00
31. R 40. 00 0.03
32. F 800. 00 0.00
33. R 78.00 3.52
34. F 550. 00 0.23
35. F 7. 80 1.03
36. R 117.00 0.29
37. F 30.00 1. 10
38. F 250. 00 0.13
39. R 3.50 1.68
40. R 390. 00 0.90
41. F 150. 00 0.00
42. F 50.00 0.03
43. R 220.00 1.35
44, F 2.50 5. 45
45. R 300. 00 0.10
46. F 300. 00 0.13
47. R 50.00 2. 26
48. F 23. 40 3. 81
49. R 20.00 0.26
50. R 312. 00 1.03
51. F 1.00 0.58
(fBeE 1) BREEFNWEN S BEEHERESER (F) - HREEEX
FiE (R) RiEFARESREE(S) - ERIGERKE S K
HABESRBENEERRE  REEBWHEE BREERER
] o
(fifsE o) BHEFFHEUNEENRRZERNEZ  flIERXABETBEBINA
o BEEREZE (B BEEHMSKERAET )  UEE
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wIELURBEFETHA
Prosecution of Clandestine Photo-taking with Mobile Phones

17. B EEE © 2/ - BHK - LRIy EHE D) 5T 7 ) 7 77 i 71
HIFETT » E B E B A G B 5 A7 02E P FH e FE & 2 BB A E R ETT
HHIIEG] » B LG5 TER T 751 b TEHE 27 16 (/1 L 25 7 7 i 7T — MR fr 71
AN+ L LA BE 23 3% 1l 5 TE FE 27 1 T B X L 7B i e 7 9 A > L SF -+ T
FE T 7% 21 27 I fy 76 [E -+ I 5 JE A E ML FE 7 IR I R 5% TS D
65 77 HHJEE - FLUL - B 7] & R A& -

(—) _LaEEAETBFE K

(=) BEGHITHEE - PIAZ R B AT S - LU L 67 I 28 i 2
Bl BT HF  FIERMA  HEE - RABA?

REBRE : £F -

(—) 1£ 2003 & 12 A > #HkAlgEHEEH RS EFHBELLEEDN
AN AEAFEHIES] - fElHEE T 3 K ERT 5 E R A DL
ERIEIE - EEETE - 2Bl E ¢

— EEEEMAEC ( CREFRTHRG ) 3 160036 )
— HEAKRFTR ( (AZHRE) H 1TBFKE) 5 &
— FHSOREMOAHETE (EREEE) -

BERAGTEANER  mFAANRFEREXNEMEET RAE
WIRE 8 - 1= 5 e 0 o {0 o) (B 2 f2 12 58 > DLRGE Ry 35E - &
AR Bl HE IR R E R EELNER - MR E AEEIL
B MAEBRXRHFZETNEETR  ZAFER IR ERE
) S S REM AT R FRT -

(=) HEF - WREENEANS O ERh P HAR > (HAEH
( RLEE ) RO1 ) WA RO N E B ERE M R E - HE - M
ok~ R plEANER TG - MIAEZEEEZA - #A
mit s WEHBEERLEZES (| "BREg™ ) RN E/NE



kg — 2004 4R 21 H
LEGISLATIVE COUNCIL — 21 April 2004 41
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AHEETE
West Rail Construction Project
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Flexible Water Supply System

19. WEERER © £/ - BH - ZAEFHTEE ( "FE"™ ) BKFHEERE
BT EL L By 78 R VT KRR G S o K i B X G A F R T
PRTNE = BEIL » BF ] & &E A -



kg — 2004 4R 21 H
42 LEGISLATIVE COUNCIL — 21 April 2004

(—) LAFERFRTFER  IRBEZHE  &EEGARDVIEEZ D
LT ARATR LK - DAK 2% i) 8 B 77 ) A ] L

(=) JHFBF4F K] Bl 3% 5 (K ) T BT & A B 2 AR - AR & AT
L .

(=) EBOEEFNERBEILELHEAGE  HEG  FIEBMA?

BREEakIBRRAR: £F

(—) BRELIKREKRGEROESEETS  HERFERE > BER
RAMEEFHEEEKESEEEANE

(=) FHR#T A9 BT K 7Kk B 3 W R 5 E 3+ B DUBR B B2 R e B 1%
7K 1 7 P RE B A BY BE 32 -

(Z) B W B 7 L7 i 1 B 1 2 0 O I - 48 30 S U 6 UK I 36 o
AT Lk Ze - BRI K R T S BT Rk AT
HRIZET -

MEARRBHEENEKGEERBE S A EHETERBEGOMRKE
K KA - {H B T AT R A AR B BR AR K & - 140 2002 R 2003

FHPFHEBRERENR 7.0 @I TR iGHEMKERS TR
TZEILTGK -

FREEMHNEEES
Unsolicited Faxed Advertisements
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R Y RIAT 5k B I B BN s 3R A TR 51 E B ST ALY E Y
(R

Second Reading of Bills

mEBEERZ

R

Resumption of Second Reading Debate on Bills
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(2004 EWBMAEFHEE )
APPROPRIATION BILL 2004

IRERHEIR 2004 F3F 10 HEIBAVBAER_EREE
Resumption of debate on Second Reading which was moved on 10 March
2004
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DR DAVID LI: Madam President, the maiden Budget presented by the
Financial Secretary was a welcome breath of fresh air, for it demonstrated that
he is someone who listens to the voice of the community. Knowing that the
Financial Secretary is listening, I would like to take this opportunity to relay a
few requests from the banking sector.

The Chief Executive first identified Hong Kong's four pillar industries —
financial services, logistics, tourism and professional services — in his 2001
policy address. At each policy address and Budget speech since then, we have
been reminded of the vital importance of these four core industries. Yet,
despite such high profile treatment, what has this Administration really done to
support the financial services industry?

For the logistics industry, we have seen major investment in infrastructure
and detailed government planning to enhance Hong Kong's role as a logistics
centre. For the tourism sector, infrastructure is being enhanced; the individual
visit scheme has been launched; the Government has even become a major owner
in a Disney theme park. Then, what of the financial services industry? This
Council has passed the landmark Securities and Futures Ordinance, but the
groundwork for that legislation was prepared before this Administration took
office.

We have the market opening measures under the Mainland/Hong Kong
Closer Economic Partnership Arrangement (CEPA). But the practical benefits
are limited, as issues not dealt with under CEPA make expansion on the
Mainland a slow and expensive process.

We have the Renminbi business scheme. But again, the practical benefits
for Hong Kong's financial sector are limited. At present, Hong Kong banks
merely serve as collection agents for Renminbi. They are not able to use
Renminbi as they could with other deposits.
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Both CEPA and the Renminbi business scheme are worthwhile initiatives.
But much work remains to be done at the policy level on both schemes before
real benefits flow to Hong Kong's financial services sector.

Growth in financial services will also enhance the opportunities for
professional services. It therefore would benefit both core industries if the
Government focused attention on further development of the financial sector.

Unlike logistics or tourism, this cannot be accomplished by spending on
infrastructure. Rather, it must be done by adopting an accommodative policy
framework. Unfortunately, the Administration has been very, very slow to act.
For example, the banking industry has made repeated submissions to successive
Financial Secretaries concerning the tax treatment of the general provision for
bad and doubtful debts. When banks raise their general provision for bad and
doubtful debts, they do so as a matter of prudence and sound business practice.
In effect, the refusal to allow tax relief for these general provisions penalizes
prudence.

Most other jurisdictions in the Asia Pacific Region do allow banks to claim
a tax deduction for their general provision for bad and doubtful debts. I have
argued for such relief in Hong Kong for almost 20 years. My colleagues in the
banking sector remain very disappointed that the Administration continues to
drag its feet on this matter.

Our industry has also pointed out that following enactment of the
Securities and Futures Ordinance, banks have begun to combine their businesses
under fewer legal entities. This has the potential to leave legal entities with tax
losses, and little or no means of generating income to utilize losses. The
introduction of a form of group relief would eliminate this distortion. Again,
the Budget remained silent on this point.

There is a consistent and disturbing theme running through the
Administration's attitude. = While the Administration has proven to be very
willing to spend public money on pet projects, it is most unwilling to rationalize
its tax structure to eliminate counter-productive distortions.

Our industry is not looking for tax incentives. We are merely pointing
out the disincentives which exist in the current tax code, and asking for the
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Government to review the position. A positive response by the Financial
Secretary would be widely welcomed by our industry.

May I take this opportunity to compliment the Financial Secretary for
raising the issue of estate duty in this Budget address. I have long campaigned
for its abolition.

The present regime limits the opportunities for Hong Kong banks to
develop their wealth management business.  Abolition of estate duty is precisely
the forward-looking measure required to enhance the growth of the financial
services industry in Hong Kong.

Estate duty is not a tax on the rich. Wealthy individuals take advantage
of estate planning to protect their assets. The burden of estate duty will most
likely fall on those who are barely qualified to pay the tax. This tax should be
abolished at the earliest opportunity.

The Finance Constituency welcomes the issuance of bonds to fund
infrastructural projects, especially at a time when the requirement for new
investment is so high. This is a sound financial planning, and the Financial
Secretary should be congratulated for pressing ahead with his plan in the face of
significant initial opposition.

The Financial Secretary showed considerably less fortitude when it came
to the duty on wine. We are all aware that the Financial Secretary has an
extensive wine cellar, and many wine lovers among us were hoping for some
sympathy from the Financial Secretary in his maiden Budget. Alas, it was not
to be.

Hong Kong's tourism and hospitality sectors thrive on their ability to
deliver a world-class holiday experience. The thousands of workers these
industries employ depend on Hong Kong's ability to deliver this experience for
their livelihood.

The high duty on wine makes it very difficult for our restaurants and hotels
to deliver that world-class experience. It is not the duty on one single bottle
which matters. It is the cost of holding an extensive collection, ready for the
customer's enjoyment.
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Seen in this light, it is irresponsible of the Financial Secretary to shy away
from action. He himself is well aware of the fascination of a good Bordeaux.
Our hotels and restaurants simply cannot afford to maintain a reputable cellar at
current rates of duty. How many jobs are being sacrificed through this short-
sighted attitude?

Madam President, the Administration insists that its guiding philosophy is
"small government, big market". In practice, this Administration has pursued
the opposite policy agenda. It is very willing to tax and spend. It is much less
willing to eliminate unfair taxes which constrain the market.

In my remarks today, I have highlighted two long-standing requests from
the banking sector, covering the treatment of the general provision for bad and
doubtful debts, and of group tax relief.

These requests fully comply with the principle of "small government, big
market". I urge our Financial Secretary to announce a review at the earliest
opportunity.

Thank you.

MR BERNARD CHAN: Madam President, for several years now, our annual
Budgets have been delivered against a background of gloom and doom. It
seemed we were stuck with the economic downturn.

This year's Budget was presented against a far more optimistic background.
Deflation is coming to an end. Unemployment is declining. Consumer
demand is picking up. As the Financial Secretary pointed out, it is springtime
in Hong Kong.

This Budget has received a fairly positive response from much of the
community, and I believe that is justified.

Some people have criticized the Financial Secretary for not offering any
major new initiatives or changes of direction. To me, that is a reason for
praising this Budget. Things are starting to get better, and a consistent,
predictable and low-impact economic policy is just what we need.
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Of course, we do still have some challenges. The first is the budget
deficit. The Financial Secretary seems happy to wait until 2008-09 before
getting expenditure and revenue back into balance. Many of us would prefer to
see faster action on curbing expenditure and boosting revenues. But under the
political as well as economic circumstances, I can understand why Mr TANG
prefers a gradual approach.

He has identified one obvious step, that is, to issue bonds to cover some
capital expenditure. If you think about it, this is the ultimate example of the
"user pays" principle. Our children will use the infrastructure, so why not let
them pay for it?

Everyone borrows to pay for capital goods which provide a long-term
return, whether it is the manufacturing industry investing in plants, or a family
buying a home. Governments around the world are no exception. There is no
reason why Hong Kong should not take the same approach.

I am sure that there will be healthy demand for such bonds. I would
particularly encourage the Financial Secretary to consider issuing longer-term
debt in due course. I know the insurance industry would certainly be interested
in such low-risk investments producing steady income.

Thanks to the Government's huge reserves, there is no need to panic about
the deficit. Taxpayers mostly agree that drawing on the reserves is preferable
to raising more revenue. Non-taxpayers seem to agree that it is better to use the
reserves than to cut spending. So, we have a sort of community consensus.

The problem is that the reserves will not last forever.  The
Administration must use the next few years to learn to live within its means.
The rest of us must get back into the habit of paying, collectively, enough in
terms of taxes and fees to cover the cost of the public services we want.

This brings me to our second major challenge — our lopsided tax system.
In recent years, just 500 companies have paid 60% of all profits tax, and the top
100 000 salary earners have been paying more than 60% of salaries tax.

I am not suggesting that these corporations and people should pay less tax.
Some members of the Insurance Constituency are among the main taxpayers in



LEE — 2004F 48 21 H
LEGISLATIVE COUNCIL — 21 April 2004 55

Hong Kong. I believe they and the other successful companies and individuals
accept that they have a duty to contribute. I believe they appreciate the
reasonable levels of tax here in Hong Kong.

But we do need a broader tax base than this. We cannot rely simply on a
small number of top earners. A relatively minor levy on a larger proportion of
the population could yield a meaningful sum of revenue. The obvious way to
do it is a consumption tax of some sort.

This is a political challenge. It will be interesting to see how the
Government and the community balance the need for universal taxation with the
demands for universal suffrage. Could it be that they are different sides of the
same coin?

Despite these major challenges for the future, I believe this Budget
generally points in the right direction. I welcome the Financial Secretary's
commitment to promote a free market economy. At the end of the day, only
economic growth will fix the deficit, create jobs, and naturally increase asset
prices. The priority must therefore be economic growth. That can only be
delivered by the private sector.

This brings me to a couple of proposals of Mr TANG's which are
relatively minor in fiscal terms, but which concern me in principle. The
extension of salaries tax deduction for home loans will go down well among
some members of the middle class — including those in negative equity.
However, we need to remember that a concession of this sort is basically a
subsidy. The rest of the community will have to pay more to the revenue as a
result.

Can the Financial Secretary be sure that this cross-subsidy can be justified?
Why should people without a mortgage subsidize those who have one? It is
quite possible that some poorer people will have to pay more, so some richer
people can pay less.

Initiatives like the "DesignSmart" programme mentioned in the Budget
speech are also basically a form of cross-subsidy. Maybe it will boost our
creative industries. But I have to ask whether we in Hong Kong have a
comparative advantage in this particular field? If we do not, subsidies will not
make a difference. If we do, why is a subsidy needed?
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We should bear in mind that for every subsidy there is a provider, and the
provider is not the Government, but the rest of the community.

Perhaps my greatest reservation about these budget proposals concerns the
social welfare provisions.

As the Chairperson of the Hong Kong Council of Social Service (HKCSS),
I take a keen interest in this area. The members of the HKCSS were extremely
pleased to be recognized for their efforts in the Financial Secretary's comments
on 10 March. The Caring Company campaign, which Mr TANG kindly
mentioned, is something we are all proud of.

The figures for recurrent public expenditure show a 2.9% increase in
nominal terms for social welfare spending in 2004 to 2005. In real terms, this
is a rise of 6.3% which sounds very substantial at a time when the Government is
tightening its belt.

However, my understanding is that this increase will be absorbed by the
provisions for Comprehensive Social Security Assistance payments and the
funding for temporary positions as part of the job creation efforts. The front-
line service providers will actually find themselves facing further cuts in baseline
funding. That means their clients will have to wait longer to have their cases
dealt with.

I do not want to sound too dramatic, but in some cases, that delay can
mean more despair, and more despair can lead to serious problems, like spouse
abuse or attempted suicide. It costs the taxpayers around $500 a month to look
after a single social work case, but it can cost more like $50,000 a month to keep
someone in a refuge, a prison or a hospital.

In other works, these savings might turn out to be false economies. I
wonder whether the Financial Secretary's team has considered the possible costs
of reducing expenditure on front-line delivery of welfare services.

Madam President, with that main exception, my objections to this Budget
are relatively small. I believe the proposals as a whole are the right ones for
Hong Kong at this time. Thank you.
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DR RAYMOND HO: Madam President, I must commend our Financial
Secretary, Mr Henry TANG Ying-yen, for lending us his ears. Indeed, he has
actually acted on some of the proposals put forward by Members of this Council,
including myself.

Measures Conducive to Economic Recovery

In this Chamber, about the same time last year, I queried why the
Government had to achieve fiscal balance by 2006-07 as set out in the Budget of
last year. The rigid approach in reducing deficit to attain that target in three
years' time almost bordered on obsession and served no particular purpose. It
would probably send our economy further down its downward spiral.

In this connection, I have raised the issue on many occasions with the
Chief Executive Mr TUNG, the Financial Secretary Mr TANG and his
predecessor, urging the Government to take a more flexible approach in
restoring fiscal balance so as to introduce more fiscal policies to spur the
economy. Now, the Government is finally able to see the point. I am happy
to learn in this year's Budget that the Government has agreed to extend its
deadline for eliminating fiscal deficit for two years to 2008-09. The extension
of the deadline will definitely make the public feel better in the present state of
economy, and boost their confidence in the future.

Indeed, the Government is also receptive to the idea of issuing
securitization instruments and bonds to finance major infrastructural projects.
Nevertheless, I am worried that the Government may simply take these steps to
help finance the earmarked infrastructural projects which are $15 billion short in
funding. If the initiatives in issuing bonds are to make a meaningful impact on
our economy, proceeds from the sale of $6 billion in bonds based on revenues
from five government-owned tunnels and the Tsing Ma Bridge, and another $20
billion bond issuance, must be used for projects other than or in addition to those
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totalling $29 billion already earmarked. As we all know, starting
infrastructural projects will spur the economy and create employment
opportunities, but it will also require a huge amount of capital. Take the
Harbour Area Treatment Scheme as an example, its first stage alone already
costs $8.3 billion.

The $20 billion figure in bond issuance is obviously on the conservative
side, and is barely sufficient to finance new infrastructural projects of moderate
scale. Given the fact that Hong Kong's economic fundamentals and public
finances are still in good shape, I believe the Financial Secretary should consider
raising the amount of public borrowing to at least $100 billion. The revenues so
raised must be used to finance new projects in order to make a real boost to the
economy. After all, it is wise for the Government to tap the private sector's
deposit of $3,600 billion sitting in local banks earning unattractive interest rates.
In any circumstances, the Government must keep the public informed of what
exactly it is going to do with the sale proceeds, or what infrastructural projects it
is going to undertake. Simply telling us they will be used for financing capital
projects is not good enough.

Essential Infrastructure for the Development of Hong Kong

I welcome that the Government has made a priority of actively promoting
the logistics industry with the development of a value-added Logistics Park on
Lantau Island. Besides the huge development potential in its own right, a
well-developed logistics industry will allow us to reap the opportunities arising
from the economic integration of the Pearl River Delta (PRD) Region and give
us a headstart in international trade.

Talking about economic integration with the PRD Region, cross-boundary
transport networks and facilities must be strengthened as a matter of urgency.
For this purpose, the Government should expedite the improvement works at
major road-crossing points, including Lok Ma Chau, Lo Wu and Sha Tau Kok,
and the construction of the Shenzhen Western Corridor. The Government
should speed up the study on the proposed Zhuhai-Hong Kong-Macao Bridge as
well as all the necessary supporting infrastructure and the express rail link
between Guangzhou, Shenzhen and Hong Kong, with a view to reaching an
agreement with the mainland authorities for their early implementation.
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On the other hand, I would also like to draw the Government's attention to
the following projects which have already been dragged on for a long while: the
Central Kowloon Route, the South East Kowloon Development and Wan Chai
Reclamation Stage II. I believe it is time for the Government to clear up the
uncertainties surrounding these projects and get them back on track as soon as
possible.

Adoption of Public Private Partnerships (PPP) for New Facilities and Services
Only

On the issue of financing capital projects, it is worth noting that the
Government has further expanded the scope of the PPP. While I have been
advocating Private Finance Initiatives, I believe the Government should use such
an arrangement to encourage private companies to initiate public works projects
which are NOT already on the Government's list and definitely NOT existing
facilities. But it is important that sufficient manpower should be deployed from
the works or related departments to monitor the works being undertaken by
private companies/contractors.

In any case, facilities pertaining to essential services, such as water supply,
must not be brought into the Government's proposed PPP. The Sha Tin Water
Treatment Works falls into this category, and the proposed inclusion of such
existing facilities into PPP is particularly worrying. Trials of other countries in
privatizing similar facilities resulted in a lapse of water quality which raised
serious safety concern to public health. This was exactly what happened to
Sydney and Adelaide in Australia when these cities privatized their waterworks,
resulting in very serious consequences. In the case of Atlanta of the United
States, the city pulled the plug on its water privatization deal in 1993 when the
promised savings never materialized. 1 am of the view that the Government
should drop the proposed PPP of the Sha Tin Water Treatment Works or any
other existing water treatment plant, drawing from other countries' bitter
experiences.

Recurrent Funding for Public Works Projects
Earlier this year, the Chief Executive has mentioned in his policy address

that the Government plans to earmark an average of $29 billion per year for
capital works projects for the next five years. Paragraph 38 of his policy
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address goes, "Apart from providing funding for the preliminary feasibility
studies of these public works projects, we (the Government) have also secured
recurrent funding for their operation". According to my understanding, the
Chief Executive's initiative is to reverse the policy as laid down in a circular
issued in August 2002 by the Secretary for Financial Services and the Treasury,
Mr Frederick MA, who has just left the Chamber, calling for suspension and
cancellation of some infrastructural projects and maintenance works, requiring
all works departments, and indeed all departments, to find their own funding for
recurrent expenditure of any project they intend to undertake.

To my knowledge, the abovementioned circular still stands and the new
policy has yet to be put into full effect. When I raised the issue with the
Financial Secretary and the Secretary for Financial Services and the Treasury,
they told me the otherwise, and that fundings for related items have been released
to the departments. But I have been told by reliable sources that the new policy
has been applied only in selective areas, such as staff costs. Funding policy on
other areas, including maintenance costs, remains uncertain. In this regard, I
would like to invite the Financial Secretary to give us a clear indication on the
actual government policy in this respect — whether what the Chief Executive
said in paragraph 38 of his policy address is only a kind of lip service.

Conclusion

Madam President, there is growing evidence that Hong Kong is on the
road to economic recovery. However, some sectors, including those of
engineering and construction, have yet to benefit from the growing economy.
In order to keep the momentum of economic growth, we must ensure a healthy
recovery of the construction industry which has always been a major pillar of the
local economy. Meanwhile, we must also keep investing in our infrastructure
and building works to meet the requirements in the future.

Madam President, against this background, I give my comments on the
Budget. Thank you.
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SUSPENSION OF MEETING
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Suspended accordingly at twenty-three minutes past eight o*clock.



