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OFFICIAL RECORD OF PROCEEDINGS
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Wednesday, 20 December 2006

FF MBS IEEEREA
The Council met at Eleven o'clock

HEHE
MEMBERS PRESENT:

TR ER#EE - G.B.S., J.P.
THE PRESIDENT
THE HONOURABLE MRS RITA FAN HSU LAI-TAI, G.B.S., J.P.

Hit#®e#EEs - G.B.S., J.P.
THE HONOURABLE JAMES TIEN PEI-CHUN, G.B.S., J.P.

(CIRCE =
THE HONOURABLE ALBERT HO CHUN-YAN

g FE % & - S.B.S., S.B.ST.J., J.P.
IR DR THE HONOURABLE RAYMOND HO CHUNG-TAI, S.B.S.,
S.B.ST.J., J.P.

FEHEANEA
THE HONOURABLE LEE CHEUK-YAN

ZREgrekE - S.C., 1P
THE HONOURABLE MARTIN LEE CHU-MING, S.C., J.P.
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=P E#®E - GBS, J.P.
DR THE HONOURABLE DAVID LI KWOK-PO, G.B.S., J.P.

FHEHKE - 1P,
THE HONOURABLE FRED LI WAH-MING, J.P.

HBH#EE S - S.B.S., I.P.
DR THE HONOURABLE LUI MING-WAH, S.B.S., J.P.

FRme#Eg - G.B.S., J.P.
THE HONOURABLE MRS SELINA CHOW LIANG SHUK-YEE, G.B.S., J.P.

T B
THE HONOURABLE JAMES TO KUN-SUN

iR SOt R B
THE HONOURABLE CHEUNG MAN-KWONG

BRI % & - 1P,
THE HONOURABLE CHAN YUEN-HAN, J.P.

R ERE - G.B.S., J.P.
THE HONOURABLE BERNARD CHAN, G.B.S., J.P.

b ks & - S.B.S., J.P.
THE HONOURABLE CHAN KAM-LAM, S.B.S., J.P.

mRzAzxs . S.B.S., J.P.

THE HONOURABLE MRS SOPHIE LEUNG LAU YAU-FUN, S.B.S., J.P.

R EEE

THE HONOURABLE LEUNG YIU-CHUNG

HpfF#E - 1P
THE HONOURABLE SIN CHUNG-KALI, J.P.
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#HHEL#A - G.B.S.
DR THE HONOURABLE PHILIP WONG YU-HONG, G.B.S.

HAWRREE - 1P,
THE HONOURABLE WONG YUNG-KAN, J.P.

kR E - G.B.S., J.P.
THE HONOURABLE JASPER TSANG YOK-SING, G.B.S., J.P.

BEFEREES » S.B.S., J.P.
THE HONOURABLE HOWARD YOUNG, S.B.S., J.P.

% #R ik B

DR THE HONOURABLE YEUNG SUM

FITH#EE 1P,
THE HONOURABLE LAU CHIN-SHEK, J.P.

ZlL#EFEE - P
THE HONOURABLE LAU KONG-WAH, J.P.

2 E#EE - GB.M., GB.S., J.P.
THE HONOURABLE LAU WONG-FAT, G.B.M., G.B.S., J.P.

FlE#EH#E - GBS, JP.
THE HONOURABLE MIRIAM LAU KIN-YEE, G.B.S., J.P.

FIEWHEE - J.P,
THE HONOURABLE EMILY LAU WAI-HING, J.P.

KEREWHE - JP.
THE HONOURABLE CHOY SO-YUK, J.P.

HHRE&EA

THE HONOURABLE ANDREW CHENG KAR-FOO

M R#EE - G.B.S, J.P.
THE HONOURABLE TAM YIU-CHUNG, G.B.S., J.P.
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Angak#E s - J.P.
THE HONOURABLE ABRAHAM SHEK LAI-HIM, J.P.

ZHE¥EH#EE - B.B.S., J.P.
THE HONOURABLE LI FUNG-YING, B.B.S., J.P.

kT AREE - P,
THE HONOURABLE TOMMY CHEUNG YU-YAN, J.P.

PR EE S
THE HONOURABLE ALBERT CHAN WAI-YIP

BimEi#Ese » S.B.S., J.P.
THE HONOURABLE FREDERICK FUNG KIN-KEE, S.B.S., J.P.

wEm#EE » S.C.,JLP.
THE HONOURABLE AUDREY EU YUET-MEE, S.C., J.P.

JiMEE - J.P,
THE HONOURABLE VINCENT FANG KANG, J.P.

TEEFEE - M.H.
THE HONOURABLE WONG KWOK-HING, M.H.

FKERKE

THE HONOURABLE LEE WING-TAT

ZHEEE - M.H., J.P.
THE HONOURABLE LI KWOK-YING, M.H., J.P.

FEIBHE, JP.
DR THE HONOURABLE JOSEPH LEE KOK-LONG, J.P.

Mgz e - S.B.S., J.P.
THE HONOURABLE DANIEL LAM WAI-KEUNG, S.B.S., J.P.

Mk E - S.B.S., J.P.
THE HONOURABLE JEFFREY LAM KIN-FUNG, S.B.S., J.P.
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rEE#E  S.B.S.,JP
THE HONOURABLE ANDREW LEUNG KWAN-YUEN, S.B.S., J.P.

RrEHEs - S.C

THE HONOURABLE ALAN LEONG KAH-KIT, S.C.

2L it B
THE HONOURABLE LEUNG KWOK-HUNG

HEPE A
DR THE HONOURABLE KWOK KA-KI

o Ik 3 B
DR THE HONOURABLE FERNANDO CHEUNG CHIU-HUNG

REEARR 2 - S.B.S., J.P.
THE HONOURABLE CHEUNG HOK-MING, S.B.S., J.P.

#=Ek#E - B.B.S.
THE HONOURABLE WONG TING-KWONG, B.B.S.

BxREE#E - S.C
THE HONOURABLE RONNY TONG KA-WAH, S.C.

B E

THE HONOURABLE CHIM PUI-CHUNG

25w E » S.B.S., J.P.
PROF THE HONOURABLE PATRICK LAU SAU-SHING, S.B.S., J.P.

Wi A
THE HONOURABLE ALBERT JINGHAN CHENG

Bl S ERRR B

THE HONOURABLE KWONG CHI-KIN

i Lk A
THE HONOURABLE TAM HEUNG-MAN
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RFZE
MEMBERS ABSENT:

REEEA

THE HONOURABLE MARGARET NG

EEE#E GBS, JP

THE HONOURABLE TIMOTHY FOK TSUN-TING, G.B.S., J.P.

B & - G.B.S., J.P.
THE HONOURABLE MA LIK, G.B.S., J.P.

HEWRES -
PUBLIC OFFICERS ATTENDING:

BHE A RS 4E 0 GBS, JLP.
THE HONOURABLE RAFAEL HUI SI-YAN, G.B.S., J.P.
THE CHIEF SECRETARY FOR ADMINISTRATION

Wk Al A R A5 4E - GBS, TP
THE HONOURABLE HENRY TANG YING-YEN, G.B.S., J.P.
THE FINANCIAL SECRETARY

BRI EM SRR FEEE L - GBS, J.P.
THE HONOURABLE MICHAEL SUEN MING-YEUNG, G.B.S., J.P.
SECRETARY FOR HOUSING, PLANNING AND LANDS

RBEG R BERMAE¥LE TP
DR THE HONOURABLE PATRICK HO CHI-PING, J.P.
SECRETARY FOR HOME AFFAIRS

e RNy L mRERZERE - GBS, J.P.
THE HONOURABLE STEPHEN IP SHU-KWAN, G.B.S., J.P.
SECRETARY FOR ECONOMIC DEVELOPMENT AND LABOUR
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RiEm N LEREREHZXEL - 1P
DR THE HONOURABLE SARAH LIAO SAU-TUNG, J.P.
SECRETARY FOR THE ENVIRONMENT, TRANSPORT AND WORKS

BH R R R MR Bk TP
THE HONOURABLE STEPHEN LAM SUI-LUNG, J.P.
SECRETARY FOR CONSTITUTIONAL AFFAIRS

mamfkaewRRHER —#84 - S.B.S., J.P.
DR THE HONOURABLE YORK CHOW YAT-NGOK, S.B.S., J.P.
SECRETARY FOR HEALTH, WELFARE AND FOOD

JIERE -
CLERKS IN ATTENDANCE:

PE R EE L - TP
MR RICKY FUNG CHOI-CHEUNG, J.P., SECRETARY GENERAL

BHE M ER R HE L L
MS PAULINE NG MAN-WAH, ASSISTANT SECRETARY GENERAL

BHEBEREME L
MRS VIVIAN KAM NG LAI-MAN, ASSISTANT SECRETARY GENERAL
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TABLING OF PAPERS

TAI AR RE CEBEAA ) H 21 Q) HARERRT -
The following papers were laid on the table pursuant to Rule 21(2) of the Rules
of Procedure:

b & = B S E 2 L2 e
(2006 FEIFAEIEE (B2 ) L) ..., 271/2006
(2006 FHHEMHRA (BIIWERI) &) ...l 272/2006
(CMEFEEMELERBY (LEaY]) £ )

(EBMHB ) AE) oo 273/2006

Subsidiary Legislation/Instruments L.N. No.
Designation of Libraries (No. 2) Order 2006.............. 271/2006

Education Ordinance (Amendment of Schedule 3)
Notice 2000......c.oeiriiiiiii i 272/2006

Mutual Legal Assistance in Criminal Matters (Israel)

Order (Commencement) Notice..................... 273/2006
HAth S
FA0 — REFEBRREEEH
BE_ZEZTANF=H=+T—HILOFE
S = i N 7R g T e e
F Al — LEBLECEsGREZEY

CEFRHENA-HESEEAF=H=+—"HFE
& &
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5 52 57 — EBEFEAHENA—-HE_BZERNEZHA=Z=+—HEE
JER A BIEREHE BERMZERRKETRE RFE
Bt SR ) &
B 53 9% — HEREEBFHEEH

=
CEFCFRREERERR D ERAREE

#5648 0 — [EEZTTEASRFEANAHEFERY
HEHREES T /UMER" BT EX

Other Papers

No. 40 — Secretary for Home Affairs Incorporated
Audited Statement of Accounts and Auditor's Report for
the year ended 31 March 2006

No. 41 — Report of the Board of Trustees for Sir Edward Youde
Memorial Fund for the period from 1 April 2005 to
31 March 2006

No. 42 — Consumer Council
Annual Report 2005-2006

No. 43 — Office of the Privacy Commissioner for Personal Data,
Hong Kong
Annual Report 2005-2006

No. 44 — The Accounts of the Lotteries Fund 2005-2006

No. 45 — Report of the Chinese Temples Committee

Signed and Audited Statement of Accounts together with
the Auditor's Report of the General Chinese Charities
Fund for the year ended 31 March 2006
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No.

No.

No.

No.

No.

No.

No.

No.

No.

46

47

48

49

50

51

52

53

54

Grantham Scholarships Fund

Signed and Audited Statement of Accounts together with
the Auditor's Report and Report by the Grantham
Scholarships Fund Committee on the administration of the
Fund for the year ended 31 August 2006

Report of the Chinese Temples Committee

Signed and Audited Statement of Accounts together with
the Auditor's Report of the Chinese Temples Fund for the
year ended 31 March 2006

The Sir Murray MacLehose Trust Fund
Signed and Audited Statement of Accounts together with

the Auditor's Report and Trustee's Report for the period
from 1 April 2005 to 31 March 2006

Report of the Brewin Trust Fund Committee

Audited Statement of Accounts together with the Auditor's
Report and Report by the Brewin Trust Fund Committee
on the administration of the Fund for the year ended
30 June 2006

Hong Kong Housing Authority
Annual Report 2005-2006

Hong Kong Housing Authority
Financial Statements for the year ended 31 March 2006

Annual Report of The Prince Philip Dental Hospital by its
Board of Governors, and Audited Statement of Accounts
and Auditor's Report for the Hospital, for the period from
1 April 2005 to 31 March 2006

Electoral Affairs Commission
Report on the Recommended Constituency Boundaries for
the 2007 District Council Election

The Government Minute in response to the Eighteenth
Annual Report of the Ombudsman issued in June 2006
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2%
ADDRESSES

il

EHE:BES  BBAEARGH "BHE_ZTARNEAARFRN HEFFHE
FHH/ANER NBIFEX AAgHS -

EAE_SEAFAARFRY ‘EEARFEEET/\HIFR WHEFEX
The Government Minute in response to the Eighteenth Annual Report of the
Ombudsman issued in June 2006

BHBRARAR: L (FEBEHFKEES+/\YER)ER 2006 7H 5
HIERILEG - IR —BWEE - R G 5HBUT 8 S BIEH R E AT
AT EREHNERE  RHFEENLARAEREE RO LEBEEETGH
BERIE D - BHEEN BT E SRR ILEE -

BFEXWES T/ FRAEHFEEEQ& = mHA &I RN
FiEEZE Ak A ZEEHENMEE - BT 1 RERZH - HAaEEAE R
WER R MM =R EWillE FEEHR T ENER - [£iE8R NHYEX
ToMBEEECRHEREEEBLMN REE2EEZHREANER BB
Hh B R BT e B AT A R R A B £ T A B R L B AT Bk
BB EGERE - AN WEHREBCERZHFHREENEE  HREE
FoE A AT L B b B OR 3t FH O st 5 T AY R - ot B R AR BE S ) W
B A B e A DA E DBV R R ARy 7 =R B A -

A ZRE - AR E BN B HER I EEW - iRB A - E N EFE TH
MEEREBNAEN  METREREREZFERENHFFMERE IS
K= -

% L 2+

EFR:AERCEESHR 6 ARV FEETEMAE KT D F BB L
Bl mAgHES  EENBEAER 2006F 11 A 1 HEZXAGEHE -
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(2006 FREHRERDFE(WERR) (BET)S ) » 2006 FiFHAH (2
FPR)IBE (FE) (BET) L) ~ (2006 FFILRI ( ERST ) (FE5)
(28T ) < ) ~ (2006 FE&Mbbt (L) (#KF& ) (FT) <) » (2006
FAE (ERWE) (85T) <) %2006 FEHEM (25T ) HRAI)
Protection of Children and Juveniles (Places of Refuge) (Amendment) Order
2006, Places of Detention (Juvenile Offenders) Appointment (Consolidation)
(Amendment) Order 2006, Probation of Offenders (Approved Institution)
(Consolidation) (Amendment) Order 2006, Reformatory School
(Establishment) (Consolidation) (Amendment) Order 2006, Immigration
(Places of Detention) (Amendment) Order 2006 and Remand Home
(Amendment) Rules 2006

MEICEE : FELt . AAED 6§ HERBVEEEFAHEMAERTD
FRONBEA” NMNMIZEGEFEWEMD - 3R 20064 11 B 1 HEEARZILE
FH 2006 FEE 237 BRE 242 WIERLAERE c BERHEEAESWERNCHE
VHEGRBRELEREE 2006 12 H 20 H -

Z 6 HAMRBIFEERHEHMEAEREFTVERNBEANED » 2
MHEESAEN 6 MEmgmiFE ( "ihF” ) &iE o5 #HEE &Ik
AT R A b R B B s B AL i B S R SR - DUET
WP R E R F Y F BTl (O - DL 8 W A B R PR Be & /Y $2 51kt 2 11 B i
S ER - BRMRSCR 2006 4 11 H 30 HEEER » DLE & A7 72 P98 bt &
O TH AT P& B[] - BB &R LR th B E SR IF 6 [ L/ fETE b -

NBZEER 2006 F 11 H 10 HEHE L AEKRIL/NLZ B G EE
b 6 HIF B EG - NHEZEFHBFEREET TG & L E5EHRE
i LIERANBRZEGRAREG N EZEG NEHEZ 6 HIT B L - 20 -
Rk 6 MBEERL EEReEETEENRTRE k& EFEAK S
MR LR EAER - /NHE B & 500 b & 10E HNGEFERRBEE -

HE6MBEL  EEREEitE g s SHET  RENEEHEYE
R 2007 4E 1 HZE 2 HER - BIEME TIEMET KR 2007 4£ 8 HAT5EH - 6
MIAERERF SRR - BUFE R ER - DLV AT R G2 7H LAY 18 I 5 B
B TAEIEEST R - I - 5% 6 F 3R A B & 69 2 0 B B 8 5 1+ il B3 3 6 S
BErfE 2007 £ 12 H 31 HA £ -

Bt 9% 9B L 8 DA O B AL T I i 9 R B 0 - AR R A
it A D RO RE T {2 O A T R D A £ e
EHH D ERDELZE SR - MR -
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BUE & R 5RE - o B & B 22 [N B AT R A B ik B o0 [ B 5 WAR 38 1
PROIAER ST D E - DU B FF ik B8 Be & P AY A [F] 3 8 5 il 7 £2 £t @
ERRS - mEBEZRE s ENEL - B RE R BAMEREZRIESL
ABEHMEFEEMAE D E > RARRBMAMULEET S HEERSE - 2N
Bl RZEE-DPOMESE BEERENS  EREx - EEH#
FHY G A APt T L PR BB R E R E D S PR A B I R R A
FHE N RARL o JHh - wk F A B S B B R PR R R T
FA W E D EAEE T REE - BF BRI e I A g A A0 A
g N ERILAZERE  KENWARERETVERAEERAETE

FErfamEBE T N EZEERBBEAERE BB = 09T BT Rk T ¥
BE T H] » DLRCHT be <& 0938 1F L PERF 18 e bt 1O Bl vt~ BT B R R 52 &2 W
HEl# NBEWERE  FEEREEA MRS REMNZHMM ERESEH
BT 14 RELHEARE > MENBERREETSEMNE - B TRLED
HERHEGFIEHENTEHERERE - E-TRBREEINEE BN ER
B4k 6 A b & iyt T2 B M 5 il 555 & M L PRE etk TH
ZEHbiEs > BOMABE ARG - LI ERER - SHEBELZIEBY
JE BB FA] 5% 0 T Al R OB B AT B By ik R IR -

BT E R B IR RE (H M R] OE i & BB 1 L 5k - DURE £/ 58 Be <& BETE 15
EAE

ERE L AR NREICBR A -

mEHMAOBREE
ORAL ANSWERS TO QUESTIONS

BEtERNEERH

Duty Arrangements for Bus Drivers

1. BR®EBEE : BFH NHELHL (1933 FREA( “HE" ) BETEKAE
A & 25005 BT 9 B 22 IR 75 75 K+ I AR VT W 4 7 K75 77 4= HY 15 K B 17 B
H—BRABHE » £ L EREFELERY 7T NFEEH 3£ 4
NEFRERFR] BB HREEEGR 3 E 41 /)\FF - FHERFEN - MIT7EFERKE
FFIE 8 LB KK RAFE 13 14 /N BFHT_L DERF [ 2l 1] =< J68 2 0 & il
FEMITAIEKJE LT » FLIL - B A & & AR -
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WBESE - FEFSRNOETELHILZEENEZL5 UK &
HHE 1 RATEC 5 EHATES A+ K

ERGEEETIIE M ERI - 1~ E L 7 R 78 T /2K
B ER TR B8 g8 FEEE L2 A BERFXI L
TEREHF 8~ i LB AR M 1T 6 R G A 59 7 & 2 19 (K B 7 [ %
[ /B B TR AT 7

BIREGRIBREEER :

(—)

(=)

W R LR AEE SN - £E 2004 F£F 1087 5K 0 2005 F£H 1099
2006 F 1 2 11 FHAIH 1035 5 - B EINR > KA
ZRARRE - HMERKE A ERERRG L - ek =R E 0
ERMEEROTREM  FINERBRZSE HPRBERA
i BB MR T 51 B S » E 2004 AR A A 0 1E 2005 £
B £ 20064 1 AE 11 AAME - BB LGB EINEFE
HIFETE - BP0 B AN 1 — -

Hett rERELZE EBFRANEFHEMSLE LG LA
WEERHEE THNHFE  RiEREEELERAE EHIKER
MW EmELmSsEEt L AR #HER TIERHEMES] - ffEL
NAEFHAT - IR HERERREN TERHE © & K0 E B
]~ & (B R 1Y PR R Ry P A R (A TR R IR BRG] - BB
AFAEEEREREFERHNER TERHEES BE LIS
ROLMF  REKARERHE - DHEfREE SRR ELZE2HEL
MR#s - ZIESINEEINN A EREBZOMN = -

FEEETH BELoARASSTFREGBFRARE  ERERZER
I ZHTRZERTFEREBESINER  &EER  SEBEELA
A RE A B T B A E R TAER R e 5] - 5 B 8 T i
af BB AN A - 5 IR B KR SN B R T E R Bl A AR
ff o IEANEMIA Frak - 58 KW R B £ R A B el & B 80 By = S
i 2

FEL SELAAEN 2004 FHRESER THHAAMIES
TERAARORE R TRZIREE - RE—FEETE] - §
UIEEFSRSINS &= TN (ST =l 19 S N o E B SN (SN i B R 5 & )
RERFH > eGP EERIEA - BF AR E R #ERER T EE
B H fih B % 5 BE A BRI -
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H 2004 LUK EigE ARG WG HE L HEHREOR
ELAFRNErHERTIGRAEMAMMESIZEE-DTER -

EMmETREEEESELAFRITHESINER - HiEHNE » &
REGCEMEERMEIIMEMEBRER - #RE  HMEEKE
HEREERANLZEZRKG - B+ EZEN - At SEBE L+
NFAEERERERSENE  HARERESHEXEBEIIM

IEMERBIRER - DIREERZ & -

b 4 —
2004 2 2006 FW Mk EE - EEIINE K Z IR FE
- 2006 £ *
b=4 F 2004 2005
WEREBE+THEERZNEIINEE 376 416 410
(34. 6%) (37.9%) (39. 6%)
EEERNEZMBANZIEE ' 711 683 625
(65. 4%) (62.1%) (60. 4%)
A2 3 B AN R 1087 1099 1 035
(100%) (100%) (100%)
* 2006 F B F BE B 8
1 “HERERNEZEMOEN BUERNEENT BN ERGEZH0 o §laT A5

B HMEEALAR BELREFRERERT  BE LY@ REFRE

TR AR ¢ 7 R R

EEE D L ERE TERMAES
(20044 5 H 1 HEE)

a5l A

/D RER &3k 20 AR
fg5] B
1851 C

185] D

A 8 A E T AE K 2 R Y IR 2 R [ S B D IR 9 /N e

B =

HETIF 6 /NFfRR D EIRE 30 538 MAE 6 /INFFHY TAERRFE A

—RNRENIHERHE (GQEMAERERE) T E&E@ 14 /N

— KRN EBRR (IR ENTERERERE 30 o@a bl 1y
RERE ) NEEE 11 /NEF 5 &
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BRBWBE - L/ HE T BT LRER - UEFGRHE T HIK - 714
B BT HI 3SR LI - BB ERBILANF 75 5 EE 7

TN B B E R - BT SIS - R HRA
FHIESNEH 7 2004 FFH 376 55 7 2005 FEF 416 5 [J#6E 2006 F 11
HAIE 410 5% » i[5 B H LHABEZ - B R - HZFEZEE I ZE Y5
LEINRE R T FRF R T 2R 7 BN H LG ETTHE ?H 2
PZE?

BREEwmkIBRBR: EA  FHRRNHNZEERHRKR  RMAEL—E
TAE A 2 2 G MOe TR - B g U) B R AR R B3 R A S
THEEH: » HENZEENBHRARZME  2RESE22®8E 2 #H#AKRMS K
Az FE & s R - ERMAAEE S EEBY - ERFRE - BHER B B7RK
91 Lb 1Y fi B~ T AF 3E N B 5 BO0E RO -

T AR - RE A RN R RE T E B o R ]
REMIECEEI - REACHARE  AHSCEENRBEROG R
F o B o R R A O R - SR R
W55 SRR P O RO B R 7 R A R AR
B SRR -

TR MM ITERZE S RES

BRBERE - TRRAEEHLAIHITEH  fGRHAGEL G0 - (A7 077 R
B & 8o B S A2 R R A I R A L (F T BEE R 2B 7 e = 0% LM
[E& -

BREaRIBREER @ WHARIH —Xieaf 24 2004 F - d#EHZFRE
iﬁﬁ%ﬁﬁﬁ%’%%%ﬁﬁ%ﬁﬁ%ﬁ AT By BR A2 5H R A Y B S
L

TR EF 2UREERRK  HERLOWTES -
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RERBBE : £/F AL ERFEHTELIFIEN - B & HEH KR
JE] o Fe A E T8 5 B = VY IF R - Ty 23 AR E R A LA A e
W EHEEA IR T T E A AE - AR NTHT (2 Pr 2T HE e » 7 A L fE]
KIEE - TR ITEEFEEREE - B FEGR - BFE & EE L2
] 28 1 e 78 L IE Fy o 77 FHE R ?

BiEEwkIBRBR  BHHEMR  SHREDLREREAER - HARE
Rl g EH G - ita - B EAFAEAE M T HERKER -

REBRBE : L7 ARIEENNFHE - WMHRGIFEERTT - KU E
FRHTE 223 7] 7 A2 7 TT0E 7
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DR RAYMOND HO: As I understand, previously, in the planning of new towns,
there was a requirement stipulating the creation of a breezeway to allow sea
breezes to come in for effective air circulation. May I ask the Secretary whether
this is still a current requirement for the planning of relatively larger area for
public and private housing schemes?

SECRETARY FOR HOUSING, PLANNING AND LANDS: As I understand
it, the Honourable Member was referring to the development of new towns. Of
course, we are no longer developing new towns of that scale. New towns of
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that scale are all nearing completion, and so we are talking about other sites or
other forms of development which might be much smaller in scale and new town
development. All that I am saying is that in the existing town plans, if there are
provisions for height restriction or other forms of restriction in order to facilitate
wind breeze, then obviously these apply. But I am talking about development
areas which are not currently covered by this sort of restriction in the town plan,
and what I have said is that we will be looking into the possibility of introducing
suitable restrictions in order to achieve this effect.
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Notification = Mechanism Between Hong Kong and Mainland
Law-enforcement Authorities

12 MR BERNARD CHAN: President, under the notification mechanism set
up by the law-enforcement authorities of the Mainland and Hong Kong, the
Immigration Department would pass to the relevant mainland authorities
information about mainland visitors convicted of criminal offences in Hong Kong,
so that the latter could closely scrutinize the future applications made by these
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persons for exit endorsement for Hong Kong. In this connection, will the
Government inform this Council of:

(a)

(b)

the number of such cases passed under the notification mechanism to
the relevant mainland authorities last year, and

the number of visitors from the Mainland with previous convictions
in Hong Kong who were convicted again, broken down by the type
of offences, each year since the introduction of the Individual Visit
Scheme in July 2003?

SECRETARY FOR SECURITY: President,

(a)

(b)

The Immigration Department regularly provides the exit and entry
department of the mainland public security authorities with the
particulars of those persons who were convicted of criminal
offences in Hong Kong, in order to enable these authorities to step
up scrutiny of these persons' subsequent applications to visit Hong
Kong. In 2005, the particulars of 14 917 persons were provided to
the mainland authorities under the notification mechanism.

The number of mainland visitors with previous convictions in Hong
Kong in or after 1990, who were convicted again within the period
of July 2003 to 2005, whether they had left Hong Kong between the
convictions, broken down by the types of offence of their last
conviction, is as follows.

2003
Type of offence of last conviction . 2004 2005
(since July)

Theft 43 78 50
Giving false information to, or

. e ) 0 19 37
misleading, immigration officer
Serious immigration offences 24 39 24
Breach of conditions of stay 9 18 18
Other offences 14 40 29
Total 90 194 158
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Incidents of Objects Being Thrown from a Height in PRH Estates
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FINANCIAL SECRETARY: Madam President, I would like to thank the
Honourable Howard YOUNG and the Honourable CHAN Kam-lam for moving
this motion and the amendment respectively. 1 am also grateful to other
Members for the views they have expressed today.

The enthusiasm Members have directed to the subject is palpable. It does
credit to your sentiments. The seasonal spirit of generosity fills this Chamber,
and it is a spirit to which I am not immune myself. But, the people of Hong

MR MARTIN LEE: Secretary, please clarify to this Council why he exempted
himself when speeches were being made by Members.

IR MBFEFRE  HERKREERFER - (A LERBRFEEES -

FINANCIAL SECRETARY: Thank you Madam President, I would continue to
speak.

But, the people of Hong Kong do not pay me to be carried away by the
spirit of the season into short-term generosity at the expense of their financial
security. I have no doubt that, on the morning after, Members will appreciate
why I must approach their suggestions with sobriety.

A major part of my duty to the people of Hong Kong is to ensure that in
this season, and in every season, they can go about their lives and business with
as little fear and as much freedom as possible. One of the major areas in which
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I have responsibility to discharge that duty is in maintaining their trust and
confidence in the stability and integrity of the city's monetary and financial
systems. One of the keys to achieving that is to provide assurance that we can
cope with whatever shocks and strains the local, regional or global economy may
confront us with.

That duty in crucial areas has been rightly entrenched in laws passed by
the Legislative Council. The Exchange Fund Ordinance specifies that the
primary purpose of the Fund is to regulate the exchange value of the Hong Kong
Dollar, while allowing that it may also be used to maintain the stability and
integrity of the monetary and financial systems, and sustain Hong Kong's status
as an international financial centre. The primary purpose is enshrined in Article
113 of the Basic Law. There is somewhat greater flexibility with the
accumulated surplus of the Exchange Fund and the fiscal reserves placed with the
Exchange Fund, but even here, the duty of care remains. I would fail in that
duty were I to take actions with those monies that cast any shadow of doubt over
our ability to maintain the integrity of the monetary and financial systems, or that
diminish our capacity to cushion the shocks of economic downturn. Measures
which may seem easy and tolerable in prosperous times may become blocks of
concrete on our legs when we have to swim through financial crises.

I really would like those who have been generous with accusations that I
am playing Scrooge with Hong Kong's finances to remember that the financial
and monetary shocks are not hypothetical, or events that happen only in less
fortunate economies than our own. There have been events — some of very
recent memory — that have hurt us badly. They have required prompt action
by my predecessors, calling on the resources of the Exchange Fund, to get us out
of difficulty and enable us to move on. The extensiveness with which the
Exchange Fund has been mobilized for this important, statutory purpose varies
from event to event, with the most recent one recording a proportion that is much
too high for comfort, although in that particular event, the Exchange Fund ended
up making a handsome profit rather than incurring significant expenses, as was
the case of the bank rescues in the '80s. We also should not forget the high
likelihood of the public finances being in considerable deficit, coinciding with the
occurrence of a financial crisis that requires the use of the Exchange Fund, with
the substantial withdrawal of fiscal reserves from the Exchange Fund
exacerbating the situation. Also, the globalization of financial markets has been
a great boon to Hong Kong, but also exposes us to a global array of risks.
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Globalization of financial markets has increased the flow of international
capital by leaps and bounds. Information technology has further increased the
mobility of international capital, in terms of both speed and volatility.
According to some estimates, there are now about 8 800 hedge funds with about
US$1.2 trillion under management.  The funds continue to be big,
non-transparent and leveraged through borrowing or the use of derivatives.
There is a potential risk that more institutions with more resources, all seeking
rates of return higher than their benchmarks, will act in the same direction at the
same time in their search for yield, making markets more volatile.

Hong Kong is an international financial centre sitting at the door-step of
the fastest growing and developing economy in the world, and being ourselves
the freest economy in the world with no exchange control policies mandated by
the Basic Law, and being large and liquid enough to attract international capital
but small enough to be tossed around or subject to unscrupulous manipulation,
our financial markets are more prone to sharp volatility than those of other
centres. This is notwithstanding the robustness of our monetary and financial
systems, and the strengths of the institutions, which are benchmarked, and
measure well, against the best international standards. For many players in
global finance, wherever they are domiciled, it is simply that it is much easier to
pump water out of Hong Kong to put out fires in their own backyards.
Consequently, it is much more difficult for a medium-sized, free and open
international financial centre to maintain monetary and financial stability.
Whether we like it or not, this is the reality of international finance and we have
no option but to rise up to the challenge. And we have done it well, but clearly
not without the occasional use of the Exchange Fund and also unorthodox
measures.

"Financial globalization which has induced such dramatic increases in
private capital flows has also exhibited significantly improved capacity to
transmit ill-advised investments", said Alan GREENSPAN. He went on to
note: "Our productivity to create losses has improved measurably in recent
years."  Finance ministers and central bankers cannot, without undue
intervention in the free market, prevent individuals from making investments that
are often spectacular both in their value and the extent to which they are ill
advised. But, when the consequences of those decisions hit the markets, the
banks or the financial systems, it is the finance ministers and central bankers who
have to be ready to shovel up the debris and put things back on a stable footing
again. We have to have the tools ready on hand to do this job.
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And the task is likely to become more difficult as the much politicized
global imbalance continues to loom large over international finance, threatening
a disorderly adjustment of global dimension, as geopolitical tension possibly
intensifies and as our own country — now the fourth largest economy in the
world, the third largest trading entity and the largest foreign reserve holder in the
world — continues on a path of reform and liberalization. The application of
information technology to international finance has considerably more room to
make it even more potent in the years to come.

What happened in Thailand yesterday serves as a very good reminder for
all of us the potency of international finance and the difficulty in the task of
maintaining monetary and financial stability. Measures in Thailand to limit
capital inflow produced a surprisingly sharp downward adjustment in the prices
of financial assets there — the stock market fell by about 15% in one day, bond
yields went up by 20 to 30 basis points, savagingly slashing bond prices, and the
exchange rate of the Thai Baht depreciated. This sent shock waves through the
financial markets in Asia.

It is too early to tell how this episode of financial shock will play out.
Hopefully the reversal of the measures announced last night, insofar as
non-resident investments in the Thai stock market are concerned, will have a
stabilizing effect and contain possible contagion. Indeed, this seems to have
been the case in the last 20 hours or so, given the muted reaction in emerging
markets in the West overnight and the rebound this morning in Asian markets —
the Thai market rebounded 10%. But it is also possible that global investors
may, quickly or in more measured time, take a fresh look at the risk profile of
their international investments in the light of the changed probability of policy
shifts in emerging markets. If so, there may be significant adjustments to the
earlier liquidity driven compression of yield spreads and boosting of prices of
financial assets in the emerging markets, with possible implications for monetary
and financial stability. These are issues that keep me and my colleagues in the
front line alert and support my wish to keep our powder dry.

Each day I keep in mind the observation that "No one, perhaps for one or
two very brave economists, predicted Japan's descent into an economic morass.
Nobody predicted the South East Asian crisis and no one predicted Russia's
default in 1998."
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Each day that I have to help Hong Kong find its path through the jungle of
global finance, I keep listening carefully for the brave economists, and I make
sure I continue to carry a large stick to deal with anything that may jump out.

Madam President, we will continue to make every effort to make our
monetary and financial systems more robust. 'We will act whenever we identify
a case for doing so. We will act in advance wherever we can. The
introduction of the three refinements to our Linked Exchange Rate system in
May last year is a case in point. They were made ahead of the reform to the
Renminbi exchange rate system announced in July last year, to anchor exchange
rate expectations on the strong side of the Hong Kong Dollar link. But Hong
Kong still needs the assurance of strong reserves available to support monetary
and financial stability. Such stability is essential to the livelihood of the people
of Hong Kong and to the maintenance of the status of Hong Kong as an
international financial centre.

The question that can be easily asked is, "How much do we need?" A
question that was asked several times in this Chamber today. But the provision
of an authoritative answer is as difficult as it is market sensitive, possibly in a
destabilizing and self-defeating way, given the dynamics of financial market
discipline. This is certainly not an excuse for not trying. We did, and quite
extensively, though quietly, look into the matter, and the answer is inconclusive.
The traditional models of reserve adequacy measured in terms of the number of
months of retained imports or against the amount of external debt are simple but
highly misleading, particularly for an international financial centre, because
foreign reserves are not for paying for imports in case of a calamity imposed by
nature, or for servicing external debt when external finance suddenly dries up.

There are many other models but none relevant to our circumstances.
We even attempted to look for a sophisticated balance between the opportunity
cost of holding liquid foreign reserves and its insurance value on the basis of past
volatility of key monetary variables, using an option pricing methodology, but
the result was not confidently convincing to the extent of convincing also the
controller of the Exchange Fund.

Thus, this deceptively simple question on the adequacy of foreign reserves
shall, for the time being, remain unanswered, which means that the contribution
of the Exchange Fund to the general revenue shall continue to be limited to the
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investment income from the fiscal reserves deposited at the Exchange Fund in
accordance with the sharing arrangement. The simple truth is: It is very hard to
identify a level of reserves and say with confidence, "This is enough". Even if
you can do it, chances are that some unforeseen events will occur that will throw
your calculations out of kilter. Neither is experience always a reliable guide.

Consider the events of 1998. The more than $100 billion deployed then
to fend off the notorious double play in our stock and currency markets far
exceeded, in absolute terms and as a proportion of the Exchange Fund, the
amounts used to maintain stability on earlier occasions. If we had been relying
solely on experience of those previous crises in 1998, we might have found
ourselves dangerously short of resources.

This is not to say that we cannot afford to be a little more aggressive in the
investment of a small part of the Exchange Fund. This is in fact a matter under
constant review by the Investment Sub-Committee of the Exchange Fund
Advisory Committee. There is a fine balance to be struck among risk, liquidity
and return, having regard to the overall objective of the Exchange Fund: From
time to time, modifications are made to the investment strategy, although not
necessarily to the overall risk appetite of the Exchange Fund. Such adjustments
are made in the hope of improving the overall rate of investment return of the
Exchange Fund and therefore the investment income for the fiscal reserves.

The present sharing arrangement introduced in 1998 has served the
general revenue very well. Although there has been higher year on year
volatility in investment income for the fiscal reserves, on average the rate of
return has been higher than that under the previous arrangement when the fiscal
reserves were placed with the Exchange Fund as if they were bank deposits.

Obviously, the rate of return on assets of a bank is, on average, higher
than the interest rate paid for deposits, except that it is more volatile. But
short-term volatility is fine as long as we take a long-term view. However, it
will obviously be useful for the proper management of the public finances if such
volatility could be dampened, and this source of government revenue made more
stable and predictable, without conceding on the average rate of investment
return over a period of time.

I have listened with interest to Members' views on options for the sharing
arrangement. These range from some forms of fixed fee, either in the form of a
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percentage or an absolute amount each year; through various forms of bonus
sharing with the Government taking the whole amount or a higher value, to
sharing based on a fixed or moving average of returns over the previous few
years.

All of these have advantages and disadvantages. Fixed fees offer stability
but mean that higher returns in good years may be foregone. More flexible
arrangements are likely to mean greater volatility, although some of the volatility
under the current arrangement is caused by the need to mark to market, and the
fact that the Exchange Fund has to record unrealized gains and losses.

Prices of equities fluctuate. Even for bonds, changes in interest rates —
or in expectations about interest rates — cause yields, and hence prices, to rise
and fall. When this happens, the resulting mark-to-market gains or losses
depend on the duration of the portfolio and a host of other factors. Along with
these are international accounting standards that the Exchange Fund, with its
commitment to full transparency, must follow.

I am not opposed to exploring how we might improve the balance between
the desire for higher returns to fund government spending and stability of
income, subject to the overriding need to ensure monetary and financial stability.
It is, I suppose, a bit like trying to have your cake and eat it too, but I am ready
to consider suggestions for improvements that may have merit in them.

For stable and sufficient revenues to provide sustainable finance to meet
public needs, broadly-based taxation is the direction we must look. The
Exchange Fund is not a revenue-raising implement, it is our bulwark for
stabilizing the exchange rate of the Hong Kong dollar and a firm foundation
stone for the continued healthy development of Hong Kong's economy. I am
not as sanguine as a number of Members who have spoken today that taking
money out of the Fund, thereby weakening our ability to resist external attacks,
would be wise at this time.

Reviewing the arrangement for sharing revenue between the Exchange
Fund and the fiscal reserves is one thing. The use of the Exchange Fund to
subsidize general revenue is an entirely different matter. Crediting to general
revenue an income more than the share attributable to the fiscal reserves would
amount to a transfer for the Fund under section 8 of the Exchange Fund
Ordinance.
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Any such transfer would have to be explicit, transparent and in accordance
with the provisions of the Ordinance. These require that the Financial
Secretary be "satisfied that such transfer is not likely to affect adversely his
ability to fulfil the purpose for which the Exchange Fund is required to be or may
be used".

From what I have said about the risks to which we are open, and from my
understanding of the importance of monetary and financial stability to the well
being of the citizens of Hong Kong, I must take great care and must not be
satisfied easily before making any such decision.

I understand that it is the Members' hope that the Government will have
more income and more stable sources of income to support various items of
public expenditure they desire. I can assure Members that the Government will
adhere to the fiscal principles of the Government as laid down in Article 107 of
the Basic Law, that is, keeping expenditure within the limits of revenues in
drawing up the Budget; striving to achieve a fiscal balance; avoiding deficits, and
keeping the Budget commensurate with the growth rate of the Gross Domestic
Product.

Putting the Exchange Fund and public expenditure together in one bag will
violate the principle of keeping expenditure within the limits of revenues.
Indeed, it appears to turn it on its head by looking for revenue to meet
expenditure. This will not meet the public expectation for the Government to
manage public finance prudently and leave as much economic choice and
freedom to the community as possible.

The call for restraint in government spending has been heard loudly in this
Chamber. In response, through hard work across the public sector, the
Government has managed for two consecutive years in 2004-2005 and
2005-2006 to reverse the previous trend for continual increase in public
expenditure. In preparing the 2006-2007 Budget, we have planned for a modest
growth in expenditure in the coming five years while, at the same time, aiming to
maintain an overall surplus. We will continue to stress prudence and value for
money in daily public expenditure while being ready to make long-term
investments that will benefit our economy and our society.

Madam President, I am grateful to Members for their suggestions. As |
have said, I will continue to keep the income-sharing arrangement with the
Exchange Fund under review and to consider measures that are commensurate
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with my duty to protect the monetary and financial stability on which our present
prosperity and future prospects so heavily depend.

Thank you.
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MR HOWARD YOUNG: Madam President, according to the statements made
by the 14 Members who spoke on the amendment, I think most of us here agree
to the gist of the motion. I detect the sentiment is that we all in principle go
along with the gist of the motion, that the Government should review the
arrangements regarding the Government's share of the investment income from
the Exchange Fund. I do notice that the Financial Secretary, in the last part of
his response, said that he would keep the matter under review.

All of us here have made it quite clear that we are actually not talking
about touching the actual fund itself (standing at $1.2 trillion at the moment) in
anyway, instead, we are talking about future arrangements for the investment
income and whether we can increase the Government's share, thereby allowing
the Government to have more resources to help the needy, to increase
infrastructures, and perhaps to even reduce the burden of the middle class in
taxation. At the beginning, I pleaded to the Financial Secretary not to repeat
the old dogma of saying that what we need is as much as possible, as high as
possible, although he did give us some more information.
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He responded in English this time, perhaps to breathe some new breath
into the debate. I hope that we do not have to wait for another year in which
there is no move and we will have to have a similar debate, and then he will
respond in Putonghua. Thank you.
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Geographical Constituencies:
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 22 were present, 21 were in favour of the motion as amended and
one abstained; while among the Members returned by geographical
constituencies through direct elections, 21 were present, 18 were in favour of the
motion as amended and two abstained. Since the question was agreed by a
majority of each of the two groups of Members present, she therefore declared
that the motion as amended was carried.
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) Re B #2

Functional Constituencies:
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 21 were present, nine were in favour of the amendment, three
against it and nine abstained; while among the Members returned by
geographical constituencies through direct elections, 26 were present, two were in
favour of the amendment, 12 against it and 11 abstained. Since the question was
not agreed by a majority of each of the two groups of Members present, she
therefore declared that the amendment was negatived.
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FHE  HH+Z2FONEREELE  EREELEIHER - EFE 2 EEHEE
7 R M R AT O M B R TR R Y

i SR B BR B R A RRETIIE ? B EE R - A A RN H A
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ER RBEASUREONGREERS IS WHEHHRNEE TLUHE
HAEMERR  BRFRET -

(REHRT)

TR NEHWEET -

(REHRT)

MEBRLCEELETIERGIEAER -
Mr Albert HO rose to claim a division.
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7 5%
Geographical Constituencies:
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 23 were present, four were in favour of the motion, 18 against it
and one abstained; while among the Members returned by geographical
constituencies through direct elections, 26 were present, 15 were in favour of the
motion and 10 against it. Since the question was not agreed by a majority of
each of the two groups of Members present, she therefore declared that the
motion was negatived.
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TEEF T 6HF 25 K& -
Adjourned accordingly at twenty-five minutes past Six o 'clock.
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Appendix I
WRITTEN ANSWER

Written answer by the Secretary for Housing, Planning and Lands to Mr
LEE Wing-tat's supplementary question to Question 3

We believe that the subject site mentioned in the Member's follow-up question
refers to the site of the Urban Renewal Authority (URA) located to the south of
Yeung Uk Road (Tsuen Wan Town Lot 394) near the Tsuen Wan Town Centre.
The site is zoned "Residential (Group A)" in the draft Tsuen Wan Outline Zoning
Plan (OZP) No. S/TW/23. No building height restriction has been stipulated
for the subject site under the OZP. According to the approved building plans,
two buildings primarily for residential purpose at a height of about 211 mPD
would be constructed. The construction work has started and the expected
completion date is early 2009.



