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Public Works Subcommittee
Follow-up to meeting on 23 April 2008
Funding approach for 51TR - Shatin to Central Link
-design and site investigation

At the captioned meeting when members of the Public Works
Subcommittee (PWSC) considered the funding proposal for the design and site
investigation for the Shatin to Central Link (SCL), Hon Albert CHAN
expressed grave concern about the legal basis for the Administration's decision
to provide funding for the SCL under the Capital Works Reserve Fund.
Pursuant to the request of Hon Albert CHAN and with the concurrence of
Ir Dr Hon Raymond HO, Subcommittee Chairman, I attach for members'
information a paper prepared by the Legal Service Division of the Legislative
Council Secretariat (LC Paper No. LS83/07-08).
2.
The recommendation of PWSC on the item will be considered by the
Finance Committee (FC) at its meeting on 9 May 2008. Members are invited
to note that the above item will be voted on separately at the FC meeting and
the Administration has been requested to arrange for attendance of relevant
public officers to respond to members' questions at the meeting.

(Ms Rosalind MA)
Clerk to the Public Works Subcommittee
Encl.
c.c. Other members of the Finance Committee
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30 April 2008

Dear Rosalind,
Funding Approach for Shatin to Central Link (SCL)
I refer to your letter dated 23 April 2008 on the subject. Our views
are as follows:
(a)

After the rail merger, there are two funding approaches for
implementing new railway projects, such as the SCL, which are not
New MTR Projects, namely the ownership approach and the
concession approach.
Under the ownership approach, the MTRCL will be responsible for
the funding, design, construction, operation and maintenance of the
new railway project, and ultimately own the railway. The
Government does not need to bear the risks associated with the
construction and operation of the SCL. Funding support will be
required from the Government if the project is not financially
viable. In other words, the railway project to be implemented under
this approach is the railway corporation's project.
Under the concession approach, the Government will provide, at its
cost, the necessary railway infrastructure of the SCL. Upon
completion of the railway, the MTRCL will be granted a service
concession and pay the Government service concession payments
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for the right to operate the railway. The ownership of the railway
will rest with the Government.
In the case of the SCL, the Government has decided to implement
the project by the concession approach. In other words, the SCL
will be a government works project.
Item (c)(i) of Paragraph 4 of the Resolution made in respect of the
Capital Works Reserve Fund (CWRF) (Cap 2A) provides that
moneys may be expended from CWRF for the purposes of the
Government’s public works programme in accordance with such
conditions, exceptions and limitations as may be specified by the
Finance Committee. Funding for the SCL, which is a government
works project, should therefore be provided under CWRF.
(b)

The Government’s Public Works Programme covers government
works projects under eight heads of expenditure under the CWRF,
namely Head 702 (Port and Airport Development), Head 703
(Buildings), Head 704 (Drainage), Head 705 (Civil Engineering),
Head 706 (Highways), Head 707 (New Town and Urban Area
Development), Head 709 (Waterworks) and Head 711 (Housing).

(c)

The SCL project involves the design and construction of a railway
line, and the associated architectural, electrical & mechanical,
signalling and control works. It serves to improve the mobility of
the public. Under the concession approach, the SCL project, is no
different from other highway projects, which are funded by Head
706 under the CWRF for their design and construction. In view
of the above, we consider that the funding for the SCL under the
CWRF is consistent with the established principles and practices.
In line with the arrangements for capital works projects, we
propose to upgrade part of the project (i.e. 6051TR) to Category A
to cover the design and site investigation works. We will apply for
the funding for the construction of the project in due course.
Yours sincerely,

(Henry Chan)
for Secretary for Transport and Housing
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c.c.
FSTB (Attn.: Ms Sandra Lam)
HyD (Attn.: Mr ML Wan)

