g — 2000 58 24 H
LEGISLATIVE COUNCIL — 24 May 2000

EE RCEENER W o>
OFFICIAL RECORD OF PROCEEDINGS

20005 A 24 HER=
Wednesday, 24 May 2000

TF 28530 D EEMEA
The Council met at half-past Two o'clock

HFZS
MEMBERS PRESENT:
EHmEHER#EE GBS, IP

THE PRESIDENT
THE HONOURABLE MRS RITA FAN, G.B.S., J.P.

THHEHEA J.P.
THE HONOURABLE KENNETH TING WOO-SHOU, J.P.

Hit#=E » J.P.
THE HONOURABLE JAMES TIEN PEI-CHUN, J.P.

KA BFE B
THE HONOURABLE DAVID CHU YU-LIN

MR E > S.B.S., I.P.
THE HONOURABLE HO SAI-CHU, S.B.S., J.P.

{7 75 B 3% &
THE HONOURABLE CYD HO SAU-LAN

(CIRC R 3=
THE HONOURABLE ALBERT HO CHUN-YAN



g — 2000 58 24 H
2 LEGISLATIVE COUNCIL — 24 May 2000

(CIRS E =
THE HONOURABLE MICHAEL HO MUN-KA

(eEw#HEA - J.P.
IR DR THE HONOURABLE RAYMOND HO CHUNG-TAI, J.P.

FIKEFKB

THE HONOURABLE LEE WING-TAT

#ke4#E 0 S.C., I.P.
THE HONOURABLE MARTIN LEE CHU-MING, S.C., J.P.

ZRiE#EE TP,
THE HONOURABLE ERIC LI KA-CHEUNG, J.P.

ZMBH#E > S.B.S., J.P.
THE HONOURABLE LEE KAI-MING, S.B.S., J.P.

TEE#HE J.P.
DR THE HONOURABLE DAVID LI KWOK-PO, J.P.

FHRUHEE 0 J.P,
THE HONOURABLE FRED LI WAH-MING, J.P.

A EREE 0 TP,
DR THE HONOURABLE LUI MING-WAH, J.P.

REEKE

THE HONOURABLE NG LEUNG-SING

O g=
PROF THE HONOURABLE NG CHING-FAI

FRBIE#EE TP,
THE HONOURABLE MRS SELINA CHOW LIANG SHUK-YEE, J.P.

HiEHKEE » J.P.
THE HONOURABLE RONALD ARCULLI, J.P.



g — 2000 58 24 H
LEGISLATIVE COUNCIL — 24 May 2000

BEREE
THE HONOURABLE MA FUNG-KWOK

R HE A
THE HONOURABLE JAMES TO KUN-SUN

ROLH# A
THE HONOURABLE CHEUNG MAN-KWONG

AFRE®RE
THE HONOURABLE HUI CHEUNG-CHING

b AR EE A
THE HONOURABLE CHRISTINE LOH

Pk [ 58 3 &
THE HONOURABLE CHAN KWOK-KEUNG

PR 0 8 5% B
THE HONOURABLE CHAN YUEN-HAN

bR R B
THE HONOURABLE BERNARD CHAN

PR 2R I 5% B
THE HONOURABLE CHAN WING-CHAN

bR 8 M AR B
THE HONOURABLE CHAN KAM-LAM

REWHEE TP,
DR THE HONOURABLE LEONG CHE-HUNG, J.P.

RPFXTHEE TP

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

REEHEE

THE HONOURABLE LEUNG YIU-CHUNG



g — 2000 58 24 H
4 LEGISLATIVE COUNCIL — 24 May 2000

Biom#Ea  J.P.
THE HONOURABLE GARY CHENG KAI-NAM, J.P.

B #EA
THE HONOURABLE SIN CHUNG-KAI

mE#HHEA P
THE HONOURABLE ANDREW WONG WANG-FAT, J.P.

HEHLEE
DR THE HONOURABLE PHILIP WONG YU-HONG

HARREE
THE HONOURABLE WONG YUNG-KAN

G E 0 J.P.
THE HONOURABLE JASPER TSANG YOK-SING, J.P.

LiFE#EZA 0 J.P.
THE HONOURABLE HOWARD YOUNG, J.P.

B
il

% #x

DR

=

HE HONOURABLE YEUNG SUM

—

P e TR B
THE HONOURABLE YEUNG YIU-CHUNG

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

BTEHEE
THE HONOURABLE LAU KONG-WAH

REZHHEE  G.B.S., J.P.
THE HONOURABLE LAU WONG-FAT, G.B.S., J.P.

FlEgHEE 1P,
THE HONOURABLE MRS MIRIAM LAU KIN-YEE, J.P.



g — 2000 58 24 H
LEGISLATIVE COUNCIL — 24 May 2000

ZlEsRFEEA - J.P.
THE HONOURABLE AMBROSE LAU HON-CHUEN, J.P.

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

EREHEAR
THE HONOURABLE CHOY SO-YUK

WHREEA

THE HONOURABLE ANDREW CHENG KAR-FOO

FAIfEEE R
THE HONOURABLE SZETO WAH

wEOL®EEe > J.P.
THE HONOURABLE LAW CHI-KWONG, J.P.

HoE#EEe o G.B.S., J.P.
THE HONOURABLE TAM YIU-CHUNG, G.B.S., J.P.

HEERKE

THE HONOURABLE FUNG CHI-KIN
Bk A - J.P.

DR THE HONOURABLE TANG SIU-TONG, J.P.
RFEZE

MEMBERS ABSENT:

fmEK#FES » S.B.S., J.P.
THE HONOURABLE EDWARD HO SING-TIN, S.B.S., J.P.

FHE N#&A

THE HONOURABLE LEE CHEUK-YAN



g — 2000 58 24 H
6 LEGISLATIVE COUNCIL — 24 May 2000

REEER

THE HONOURABLE MARGARET NG

EEEZ#wE  S.B.S., ].P.

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

HFEHRRES :
PUBLIC OFFICERS ATTENDING:

B E) A R AR e A4 1P
MR GORDON SIU KWING-CHUE, J.P.
THE CHIEF SECRETARY FOR ADMINISTRATION

Bf g E Al R &4 0 GBS, J.P.
MR RAFAEL HUI SI-YAN, G.B.S., J.P.
THE FINANCIAL SECRETARY

BEF A RREFLL > J.P.
THE HONOURABLE ELSIE LEUNG OI-SIE, J.P.
THE SECRETARY FOR JUSTICE

FREREEZ#ERE TP,
MR DOMINIC WONG SHING-WAH, J.P.
SECRETARY FOR HOUSING

AEMERREEKFERE - GBS, J.P.
MR JOSEPH WONG WING-PING, G.B.S., J.P.
SECRETARY FOR EDUCATION AND MANPOWER

BiIEaYRRRERME L - TP
MRS LILY YAM KWAN PUI-YING, J.P.
SECRETARY FOR THE ENVIRONMENT AND FOOD

wAmfm R RS KmELE - P,
DR YEOH ENG-KIONG, J.P.
SECRETARY FOR HEALTH AND WELFARE



g — 2000 58 24 H
LEGISLATIVE COUNCIL — 24 May 2000 7

RL R R RESMELL - TP,
MRS REGINA IP LAU SUK-YEE, J.P.
SECRETARY FOR SECURITY

WH B R R R E L 0 TP,
MR CLEMENT MAK CHING-HUNG, J.P.
SECRETARY FOR CONSTITUTIONAL AFFAIRS

MEME SR RZIEELE - TP
MR PATRICK LAU LAI-CHIU, J.P.
SECRETARY FOR PLANNING AND LANDS

R R REGELL - TP
MS MARIA KWAN SIK-NING, J.P.
SECRETARY FOR ECONOMIC SERVICES

MR EBRREERS#HEEL L - TP
MRS REBECCA LAI KO WING-YEE, J.P.
SECRETARY FOR FINANCIAL SERVICES

FIFERLE
CLERKS IN ATTENDANCE:

WEREEFELE - TP
MR RICKY FUNG CHOI-CHEUNG, J.P., SECRETARY GENERAL

AL E R g 0 TP
MR LAW KAM-SANG, J.P., DEPUTY SECRETARY GENERAL

BB R E R E R L
MRS JUSTINA LAM CHENG BO-LING, ASSISTANT SECRETARY
GENERAL

B HBB = R R S AR
MR RAY CHAN YUM-MOU, ASSISTANT SECRETARY GENERAL



kg — 2000 5 8 24 H

8 LEGISLATIVE COUNCIL — 24 May 2000
R
TABLING OF PAPERS
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The following papers were laid on the table pursuant to Rule 21(2) of the Rules
of Procedure:
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ORAL ANSWERS TO QUESTIONS
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Channels for Secondary 3 Students to Pursue Further Education
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DR DAVID LI: Madam President, will the Government conduct more detailed
studies of the impact on our education, employment and social welfare brought
by immigrants from China and elsewhere in the coming years?

SECRETARY FOR PLANNING AND LANDS: Thank you, Madam President.
As the Secretary for Planning and Lands, I regret very much that I am not in the
position to answer this question from the Honourable Member. However, I
will certainly relay this question to my colleague, the Secretary for Education
and Manpower.
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Construction of a Gas-fired Power Plant on Lamma Island
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DR LEONG CHE-HUNG: Madam President, in the second part of the main
reply, the Secretary mentioned that medical doctors from outside Hong Kong
with the appropriate medical training may apply for sitting the Licensing
Examination. In short, Hong Kong has a very fair and proper system which is
based on standards. Can the Secretary inform this Council whether this is a
norm for doctors to practise in other parts of the world, and are there any
countries where residency is a necessary criterion for taking the Licensing
Examination; if so, how many countries and what are they?
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SECRETARY FOR HEALTH AND WELFARE: Madam President, I am
afraid that I do not have the answer to Dr LEONG's question at the moment. 1
will certainly give Dr LEONG the answer in writing. (Annex II)
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MR HOWARD YOUNG: Madam President, can the Secretary enlighten us
whether there are any inherent factors in the Examination itself that might
unfairly discriminate against overseas medical graduates? For instance, in
taking a certain level of examination, is the complexity or standard of the
questions for overseas graduates on a par with that of the questions designed for
local graduates, or would the questions for overseas medical graduates being set
at a much higher level so that they cannot pass the Examination easily?

SECRETARY FOR HEALTH AND WELFARE: Madam President,
according to the Ordinance, the Medical Council is to ensure that the standards
set for overseas graduates can protect the interests of the patients. As such,
these standards are comparable to the ones that are set for local graduates.
Besides, we have the education committee that oversees the standards of medical
education. As I have also explained, there is the examination subcommittee that
really looks at the types of questions in the Examination.
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The Examination consists of three parts. The first part is the multiple
choice questions. There is a databank of a few thousands questions which have
been tested. In fact, they test the questions with the databank in Canada where
they look at the discriminating powers of some of these questions in discerning
the ability of the examinees and in assessing their medical knowledge. So that
is a system of testing through multiple choice questions. And the same bank of
questions is also being used for the two medical schools. Thus, that is the
knowledge part of the Examination. The second part of the Examination is the
test of English, and it is only required for those graduates who have not been
trained in schools where English is taught. Thus, for people who are taught in
Singapore or in the United States where English is taught, they do not have to
take the second part of the Examination. This is purely to make sure that their
English knowledge in medical terms is up to standard so that they can continue to
practise with updated knowledge which we do in English in Hong Kong. The
third part of the Examination is the clinical examination. The clinical
examination is held in parallel with the two universities in the December
supplementary examination. All examinees will take the examination on the
same date, while the same group of external examiners will be present for both
Hong Kong students and overseas students. So far, we have no complaints
from the overseas examiners about being pressured on the differential standards.

FE £ 8 25 7 4 Ik = #O 45 e

Measures to Deal with Unruly Air Passengers

6, MR HOWARD YOUNG: Madam President, will the Government inform
this Council whether it has any measures to deal with unruly passengers on
board aircrafts arriving in or departing from Hong Kong; if so, of the details of
the measures; if not, whether it will consider introducing such measures?
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Discharge Volumes of Watercloset Fitments
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SEABRRET—SEM5IENFE

Controversy over Reappointment of the President of Lingnan University

122 MISS EMILY LAU: Madam President, regarding the recent controversy
over the reappointment of the President of Lingnan University (LU) and the war
of words between the Chairmen of the Council and the Court of the University,
will the executive authorities inform this Council:

(@)

(b)

whether they know the background to the row,; and

of the steps being taken to minimize the damage done to LU's
reputation and the morale of the staff and students?

SECRETARY FOR EDUCATION AND MANPOWER: Madam President,

(a) and (b)

LU is an autonomous statutory body governed by the Lingnan
University Ordinance. According to the Ordinance, the Council
shall, in consultation with the Court, appoint a President. Both the
Council and the Court have duly followed the statutory procedure in
considering the reappointment of the existing President of LU.
The consultation process has recently been completed. The
Council, in consultation with the Court, has resolved to renew the
appointment of the incumbent President for another term. The
Review Committee formed under the Council will discuss the terms
of the employment contract with the President.

In view of the public concern over the reappointment of LU's
President, LU has issued a press statement immediately following
the Court meeting on 17 May 2000 to inform the public of the
resolution of the issue. A copy of the press statement (English
translation) is attached.
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Press Release of Lingnan University (English Translation)

The Court of Lingnan University convened an Extraordinary Meeting to
discuss matters relating to the reappointment of Professor Edward K'Y CHEN as
President.

At the meeting, Professor CHEN explained to the Court his outside
practice in the past 4.5 years.

After consideration, the Court unanimously decided that, having
accomplished the work of consultation provided for the Lingnan University
Ordinance, the Court does not consider it necessary to pursue any further action
in respect of the reappointment of the President.

The Review Committee formed under the Council will negotiate the terms
of the employment contract with Professor CHEN.

17 May 2000
MHESHYMHEKRER
Demand and Supply of Kindergarten Places
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() 1995-96 £ 1999-2000 2245 & 2 H 77 & BA I A A5 R B9 4 FE = 2%
H > EHFFERKE— -
(=) FHYHMEZBELE  SHERAFS —KEBREMER (H
m:mERARABMBREEER  WKEeEaPREE) - ErIEMR -
B — 7] 12 5 PR 1 4 #E B 59 S H A0 BE I it & - R 2 AR IR 22 R
ShHEE YRR R EE > W — i EC - RIBAHE A A -
& & &Y I 2 A i 22 B B AT A B ER RS o0 B R TR 4 HE AR G
B FREAEAFEME i@l ABENHEYE (B3
EOHRAE) NBFEHEE  REZEMHFTYHEERE - RE
HEffHEER FEETREF 6T H 32X A EEHYE —# L
THIAGHEERE - W — M EEREH 6 MR=E - HHEREE
W 5l B u] 35 &t aE H P SR R N Ay S HE - (R B A AT AR AR Y
B —RE TR R RIS S - BOIER - HHIHFRHEER 1.6
FrohfiE > FREBEGHEERMYHEEE -
R py 28 B - 3R S HE [ B2 B ) 7 i T R A RO 4 HE E
WL o Al R B S5 TE 5 T L ME B O 22 RS B 22 N A
EEASBREHFTRS - flh > BUFEEREBESBAER A2
HEANBHETSEAHESZE LR - DUR S % &8 4 E &%
H -
fff & — (Table 1)
1995 £ £ 1999 FHMEESZHE — EowEMaEt
Accommodation in Kindergartens by District, 1995-1999
47 & (District) 1995 1996 1997 1998 1999
175 & (Central & Western) 9 182 9 362 9 384 8 554 8 961
& {F(Wan Chai) 8 135 8 028 T 992 8 384 8 749
B & (Eastern) 17 994 18 396 18 838 18 887 18 761
i & (Southern) 8 125 T 740 T 384 7 669 T 285
ZE 7Kk ¥ (Sham Shui Po) 11 465 11 876 11 988 12 335 12 993
R (Yau Tsim Mong) T 445 T 329 7 580 7 955 8 129
FLEE W (Kowloon City) 21 921 21 997 21 763 21 838 25 072
= A (Wong Tai Sin) 11 085 1T 151 11 434 12 381 12 637
#l Y% (Kwun Tong) 15 966 16 549 16 977 17 246 17 483

% ¥ (Tsuen Wan) 8 561 8 495 8 601 8 879 8 847
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4> & (District) 1995 1996 1997 1998 1999
# &% (Kwai Tsing) 13 694 13 569 13 087 13 311 13 821
59 (Tuen Mun) 18 712 18 617 18 311 18 088 18 851
JCHI(Yuen Long) 15 760 16 238 16 705 17 491 17 690
Jb1& (North) 11 803 12 881 13 006 12 733 12 637
K (Tai Po) 12 352 11 666 11 607 11 322 11 118
> H (Sha Tin) 15 970 15 884 16 834 17 196 17 631
P4 H (Sai Kung) T 523 T 799 T 729 8 847 10 657
wt EL (Islands) 2 182 2 018 2 359 3 494 3 446
Fi & 4 & (All Districts) 217 875 219 595 221 579 226 610 234 768
1995 F 2 1999 FHHMEEZE NE — #HoEME
Enrolment in Kindergartens by District, 1995-1999
4> & (District) 1995 1996 1997 1998 1999
75 & (Central & Western) T 292 T 235 6 990 6 569 6 342
1+ (Wan Chai) 6 415 6 225 6 200 6 351 6 346
¥ & (Eastern) 14 337 14 594 14 589 14 162 13 287
74 & (Southern) 6 150 5 765 5 422 5 668 5 201
ZE 7Kk ¥ (Sham Shui Po) 8 441 9 054 8 937 8 704 9 152
JHRHE (Yau Tsim Mong) 5 733 6 054 5 972 6 039 5 683
JLBEH (Kowloon City) 21 226 20 529 20 028 20 108 21 674
& A l(Wong Tai Sin) 8 205 8 523 8 806 9 015 8 845
#1E (Kwun Tong) 12 413 12 814 12 922 12 676 12 242
Z5 ¥ (Tsuen Wan) 7 116 7T 368 T 406 T 429 6 895
¥ &% (Kwai Tsing) 11 185 11 207 10 548 9 963 9 392
59 (Tuen Mun) 16 553 16 282 15 486 14 725 13 989
JtEA(Yuen Long) 14 023 14 318 14 161 14 086 13 258
Jb1& (North) 9 882 10 239 10 073 9 494 8 995
K I (Tai Po) 10 583 9 718 9 221 8 658 T 720
¥ H (Sha Tin) 13 036 13 021 12 928 12 629 12 361
75 = (Sai Kung) 6 255 6 407 6 143 6 526 7 519
#t B (Islands) 1 472 1 418 1 630 2 271 2 237
Fr & 4> & (A1l Districts) 180 317 180 771 177 462 175 073 171 138

=¥ (Note) : B L% 4E 9 H Ay E L o (Figures refer to the position as at mid September

of the respective years.)

&R (Source) 1995 A2 1999 A4 24 N B #f 5t - (Enrolment Statistics, 1995 to 1999)
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fff 22 — (Table 2)
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AN EEAH

Language Benchmark Examinations

14, DR DAVID LI: Madam President, serving English and Putonghua
teachers in primary and secondary schools are to be benchmarked by 2005
through taking the Language Benchmark Examinations or attending accredited
training courses. In this connection, will the Government inform this Council
whether it will consider extending the language benchmark requirement to
teachers of other subjects; if it will, of the details; if not, the reasons for that?

SECRETARY FOR EDUCATION AND MANPOWER: Madam President,
the language benchmark initiative arose from the Education Commission Report
No. 6 (ECR6), published in 1996 after two rounds of public consultation, which
recognized the urgent need in Hong Kong to enhance the proficiency of Chinese
(including Putonghua) and English of young people in order to meet changing
political, economic, social and cultural demands. The Commission
recommended a number of measures to enhance the language abilities of teachers
and students. One of the measures was to establish language benchmarks for
teachers and to help ensure that teachers can meet these benchmarks. The
recommendation was generally well received.

In pursuing this initiative, the Government is conscious that there are
many factors which may influence the language proficiency of students. We
have therefore adopted a comprehensive strategy and earmarked huge resources
to address the problem. For example, we have introduced various support
measures in the past few years to enable schools to enhance language teaching.
These include, to name a few:

(1)  the provision of multi-media learning centres to schools which will
facilitate the teaching and learning of languages. To date, about
280 secondary schools have been, or will soon be, furnished with
these centres;

(i)  the provision of over 600 additional teachers for primary schools to
co-ordinate library service and to support the Chinese and English
reading schemes;
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(ii1) the provision of over 580 additional English teachers for secondary
schools using Chinese as the medium of instruction;

(iv) a Native-speaking English Teachers (NETs) Scheme for secondary
schools. To date, there are about 440 NETs;

(v) a business-school partnership programme to provide secondary
students with the awareness of the importance of English in the
workplace and exposure to authentic language environments. To
date, 170 schools and 100 companies have agreed to participate in
the programme; and

(vi) the many innovative language projects in schools funded by the
Language Fund and the Quality Education Fund.

The above measures cost about $780 million in capital expenditure and
about $860 million in recurrent expenditure. Language benchmarks of teachers
is one of the key elements of the comprehensive strategy as there can be no doubt
that teachers' language proficiency has a direct bearing on students' language
proficiency because of teachers' unique position in the education process.

The language benchmarks for English and Putonghua teachers in primary
and secondary schools were developed by the Advisory Committee on Teacher
Education and Qualifications (ACTEQ) which includes school principals and
teachers, as well as representatives of teacher training institutions. The
Committee was advised by consultants who were experts on the subjects. The
benchmarks have been accepted by the Government for implementation.

From the 2000-01 school year onwards, new teachers teaching English or
Putonghua will have to be benchmarked through examinations. The timeframe
within which they need to attain benchmark status will slightly vary depending
on the teachers' training background, but in the main, they should be
benchmarked within one year after they have started teaching the relevant
subject(s).
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Serving teachers teaching English or Putonghua will have five years, that
is, until 2005, to attain the benchmarks. They can choose to attend a
benchmark examination, or they can attend recognized training courses which
will include an element of internal assessment so that successful completion of
the training courses will be regarded as attaining the benchmark.

Benchmark examinations, conducted by the Hong Kong Examinations
Authority and the Education Department, will be held twice a year, starting from
October 2000. Training courses will be provided by local and overseas training
institutions. The institutions have been invited to draw up course proposals.
We expect each course to last between 150 to 200 contact hours, and to be
structured on a modular basis to enable teachers seeking training on particular
skills to make easy selection. The first of such courses should commence in the
final quarter of the year. We envisage that training course providers will be
able to announce details on training arrangements by August.

Serving English and Putonghua teachers will receive full reimbursement
for taking the examinations, and a reimbursement up to about $13,000 for
attending the accredited training courses. The Government has set aside about
$240 million in the next five years to ensure that all serving English and
Putonghua teachers will have the opportunity to attend training courses if they so
wish.

New and serving teachers who are unable to attain benchmark status
within the timeframe described above may remain in the profession. Although
they may not continue to teach the relevant language(s) until they are
benchmarked subsequently, they may take up other teaching duties.

The Government has considered carefully the question of exempting
teachers who possess the necessary qualifications from the whole or part of the
benchmarking requirement. Following the ACTEQ's advice, we agree that
teachers with a pass in the Advanced Level Putonghua Proficiency Test
conducted by the Hong Kong Examinations Authority, and teachers who obtain
Grade B Level 2 or above in the National Putonghua Proficiency Test may be
exempted from parts of the Putonghua benchmark requirements.
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As for the English benchmark, the Government originally accepted the
ACTEQ's recommendation that there should be no exemption for the time being,
since the data collected during the consultancy study did not provide sufficient
information to form a clear basis for providing exemption. Since then, we have
reviewed the situation in the light of comments and further information provided
by the education sector. We are now actively considering the possibility of
exempting from the English benchmark requirement teachers who possess
relevant degrees and professional training. We will invite the ACTEQ to advise
on the matter, including various associated technical and practical issues. We
will announce the details as soon as possible.

As a next step and based on the recommendation in the ECR6, the
Government has tasked the ACTEQ to establish language benchmarks for
teachers who teach Chinese language, and teachers who use English as the
medium of instruction to teach non-English language subjects. The ACTEQ
will shortly be inviting proposals from consultants on the development of these
benchmarks.

EERGEHORERK

Relationship between Hong Kong and Taiwan

15, MISS CHRISTINE LOH: Madam President, regarding the relationship
between Hong Kong and Taiwan, will the Government inform this Council:

(a) whether there have been changes to the principles and policies
adopted for handling matters of mutual concern between Hong Kong
and Taiwan since Hong Kong's reunification with China;

(b)  whether there have been recent changes to the work profile relating
to Taiwan matters of the Special Advisor to the Chief Executive,

(c)  of the reasons why the new head of Chung Hwa Travel Service has
yet to be issued with a work visa despite the fact that five months
have elapsed since the former head returned to Taiwan, and whether
they are related to changes in the conditions of the visa,
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(d)  whether there have been changes in the policy on Taiwan officials
visiting Hong Kong after the establishment of the Government of the
Hong Kong Special Administrative Region (SAR); and

(e)  whether it has formulated contingency plans to deal with Hong
Kong-Taiwan matters when the relationship between Beijing and
Taipei deteriorates?

SECRETARY FOR CONSTITUTIONAL AFFAIRS: Madam President, since
reunification, the SAR Government has always been managing Hong Kong's
relationship with Taiwan in accordance with the principle of "one China" and the
seven principles and basic policies announced by the State Council in 1995.
There has been no change in our principles and policies of handling Hong Kong's
relationship with Taiwan.

There has also been no change in the SAR Government's policy and
procedures for the issue of entry permits to Taiwan residents. Taiwan officials
may visit Hong Kong in their private capacity. Each application for entry
permit is considered on its own merits, and processed on a case-by-case basis
having regard to the prevailing circumstances as well as all relevant factors.
There has been no change to this policy before and after reunification. To date,
no application for an entry permit to work in Hong Kong as head of the Chung
Hwa Travel Service has been received.

As regards the Special Advisor to the Chief Executive, as the
Administration explained in our reply to a Legislative Council question this
January, he provides advice to the Chief Executive on issues relating to policy
research and the handling of Hong Kong's relationship with Taiwan. This
remains unchanged.

The new Taiwan leader has just assumed office. The SAR Government
firmly supports national unification. We very much hope that the new Taiwan
leader will signify clearly acceptance of the "one China" principle, so that the
objective of "peaceful reunification" can be achieved at an early date.
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AETREAMBNEH
Hong Kong People being robbed in the Mainland
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Setting up a Computer Emergency Response Centre
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RE

BILLS

EE_E
Second Reading of Bills

18 EE _HEE
Resumption of Second Reading Debate on Bill

EREEE - AGHRAEWE (1999 F3F % (BF]) KROIFERE) 1 _#AR -

1999 F3E# (125]) HRAER)
SECURITIES (AMENDMENT) BILL 1999

IRERHENR 2000 F 1 B HBENENEXE _BEE
Resumption of debate on Second Reading which was moved on 5 January
2000

I ERLLBAEENSAC TR EENRERREAGHERS ALY
BE -

MR RONALD ARCULLI: Madam President, as Chairman of the Bills
Committee on Securities (Amendment) Bill 1999, I wish to report to Honourable
Members the deliberations of the Bills Committee.

The Bill proposes to strengthen the regulation of the securities market in
Hong Kong by raising the penalty for illegal short selling activities under section
80 of the Securities Ordinance from the present fine of $10,000 and six months'
imprisonment to a $100,000 fine and two years' imprisonment. The Bill also
seeks to impose statutory disclosure and reporting requirements on short selling,
because the current requirements under the Rules of the Stock Exchange of Hong
Kong do not have the force of law and is binding only on its members. The
proposed statutory requirements will be extended to sellers and market
participants.
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Acknowledging that Hong Kong is a small and open market vulnerable to
market manipulation and price instability, members are generally in support of
the proposal to strengthen regulation of short selling to improve market
discipline and enhance market transparency. However, the industry and some
members have expressed much concern about the scope of application of the Bill,
its effectiveness in addressing the systemic risks of the market and whether it is
necessary to impose criminal liability on market participants for failure to report
short selling orders. The Bills Committee has held five meetings to discuss
with the Administration, representatives of the industry and legal professionals
on the intent and scope of the Bill, as well as the present market practice and
possible ways to address the industry's concerns.

The Bills Committee has sought clarification from the Administration that
the intent of the Bill is not, and I emphasize that it is not, to widen the scope of
reportable short selling activities. According to the Administration, the Bill has
not imposed new requirements on stockbrokers, and the proposed requirements
only mirror those which already exist in the Rules of the Stock Exchange of
Hong Kong and these are in line with the practice in major overseas markets.

To remove any ambiguity about the scope of reportable short selling
activities under the new section 80A, the Bills Committee has sought assurance
from the Administration that the definition of short selling orders does not
include transactions made by fund managers and trustees under discretionary
authority. The definition also excludes equity swaps and repurchase where the
title has been transferred outright to the seller. For the avoidance of doubt, the
Administration has accepted the Bills Committee's suggestion to introduce
Committee stage amendments to expressly exclude these activities from the
definition.

The industry is particularly concerned about the documentary assurance
requirements under the proposed section 80B. While the Bills Committee
agrees that some form of audit trail is necessary to enable the regulatory body to
verify the assurance given, members appreciate that the industry may have
operational difficulties to require the seller to provide documentary evidence at
the time of placing an order. Some members consider it sufficient for the
broker to obtain a verbal assurance from the seller and make a documentary
record of such when placing a short selling order, subject to the provision of
documentary proof, such as a "hold" notice, by the close of the trading day.
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After discussion, the Administration has accepted the proposal and undertaken to
specify this in the rules of the Securities and Futures Commission to be made
under section 146 of the Ordinance. The Administration has also agreed to
move amendments to clarify the application of section 80B to fund managers or
trustees who sell securities under discretionary authority.

The industry is also worried that stockbrokers will be held criminally
liable for inadvertent omissions or careless mistakes in reporting short selling
orders under section 80C. Notwithstanding the provision of a reasonable
excuse clause in the section, the industry has expressed concern that the court
may not accept carelessness as a reasonable excuse. After much discussion
with the Bills Committee and industry representatives, the Administration has
finally agreed to my proposal that a "lawful excuse" be incorporated in section
80C in place of the "reasonable excuse", in order to cover careless and
inadvertent mistakes of a market participant in the course of transaction.

A member of the Bills Committee has maintained the view that non-
disclosure of legal short selling order by a stockbroker should be a disciplinary
rather than a criminal offence. The Administration has responded, however,
that the offence provision is necessary to provide deterrence against unreported
short selling.

Madam President, I am glad that the Administration has taken on board
many suggestions of the Bills Committee to improve clarity of the new
provisions and to facilitate implementation of the statutory requirements. The
industry will further discuss with the Administration and the Securities and
Futures Commission the documentary requirements to be stipulated in the rules.

Subject to the amendments to be made by the Secretary for Financial
Services, the Bills Committee supports the Second Reading of the Bill.

Thank you.
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Mr FUNG Chi-kin rose to claim a division.
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THE CHAIRMAN announced that there were 46 Members present, 36 were in
favour of the motion, seven against it and two abstained. Since the question
was agreed by a majority of the Members present, she therefore declared that the
motion was carried.
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Council then resumed.

TR MREBRBE - HAHEIREHEXK -



g — 2000 58 24 H
84 LEGISLATIVE COUNCIL — 24 May 2000

HMRREBRBER  £F  HHEYERT (FEFEHAA) 5 58 K GH)F - L
FEHEZEEEEEAGROEZNE | Rl > ATLLUEFZEHFTE 6 Al
IR R R BT R SR 6 fiR

I

qI

ERRRERSCREOVGFREEE @ UE
G DEZ2RERZEGES R ALK WJ ZEH
W55 6 {5k A AU AR R KB BT BY 2R 6 15

AT (REHAT) 2 58 5
1 i > AL EEHE]

hudi

EE O RBEA SR R RS - BEMERR  BRFERET -

(REET)

EE NHEHWFEET -

(BEHEEERT)

EHE HRELREESERKELGAFHENR - REMREERS TG

TEGEATEZESFEEABER -
Council went into Committee.
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Council then resumed.
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Council went into Committee.

EREZETFRER

Committee Stage

2ZXEIR  2EZEEFERBE - FLAFgHEKEREZAEY -
2000 F R AT ({88T) HAIEE)

INSURANCE COMPANIES (AMENDMENT) BILL 2000

EREIR  WBEERS R HOGFRRER UMW A (2000 F Rz
nE (B BRElEZxR) -



g — 2000 58 24 H
LEGISLATIVE COUNCIL — 24 May 2000 91

E:-E 16k

o

EREXR AAEMHERR  BRNFEET -

il

/

(ZEH8F)

il

EREXIR  NHWBEET -

(BREZEEHRTF)

EZREITR  RAPLREECEEZELEFHEKR - WE AKX ERSE

ME: F2 -3 KA4K-

MRBEBRAER  EHELL RFBECLGOIEZRSE 23 k 4k BLEXE
NEBEEHINB#B XS MLZEOXHENRN -

(2000 E£frbEnm (BE]) BREIEZXR) EMEHN > —HTHEHBRESEE
REETSHNENE  FARBEEEHEERFSRAERANZOBRT @ $75E
I8l 51 O ber A B B BUAD AR 51 & R

- FE RBETEREMEANES  SEEREEE TSR
1 £ PR A O AT 1 A B )0 R TS S B T % (0 R L
245 -

ETEEWEREREFMNER  RMRAERD 3HBIERE > Bl
B2 G SCAE H R R B TR B ek -

BoHERMENELERE  FHROAIEZRE 2 e - BEEZENAZS
15 (1) (b) {6k 5 B 15 55 Al 7H 588 7 158 HE 1Y {6 5L > e i AT RT U 55 15 (o)l - 2R
2)EREBES > BRI HAIEREAE 3k FHBEWER  WRREREER



g — 2000 58 24 H
92 LEGISLATIVE COUNCIL — 24 May 2000

g AR PR (R B B 2 B AR AR 0 I EE A (E B OR B A Bl S S
APREFNRE A2 EL A EERN N LI EEE
SR IRp R A (] 6 T 45 B8 R A B SCAT PR A -

£ 1 2 72 0 7
B R - TG 5

FHo2b)FERBERAKEEITRNEERSE S FEEFIREREEREE
NGB ENRERFAANERRSG - €8 HRRETHEA S
53(a)(2) ~ 3(b) AT (c)f5k AT 3T B B I 28 ~ |28 ol L i vk e B9 A2 5 11 1 HH B 912 3% -

Beoh - B ZIRET T bR R bR S B B 2 S o B B R R R A R R E
RerbEEEERTRA - MRy AL -

FoHNEBERFZRNES —HB RS RO FERE 4 GRIELHE
Wy EE] - H Rt .

HE# B IEF A E
F 21 (REHE V)
£ 3IE (RKEMEHV)

F 4k (REHE V)

EREIR EAAZEEHES?
(BEZERAE#EEF)

EREEIR RBEAEASCRERONVFEREER  WKEBRRBRIRNEL
Eo TLUEMSE - BEMNERR  BRFRET -

(ZEH8F)

EREEIR KHWNESRT -

(BEZEEHRTF)

EREITR KA RAEESEFRZEUEFHER -  REMREESHE



kg — 2000 5 8 24 H

LEGISLATIVE COUNCIL — 24 May 2000

93

ME KB EWE 23 & 41%

2EGER BAEMERR > BRNVHERTF -

(Z8#F)

EREER KHWNWESRT -

(BEZE8HRT)

EREXIR 2RLEGHRAEREBERILEY -

2R EEGBMmMEIE BRI ET -
Council then resumed.
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MR BERNARD CHAN: Mr Deputy, does any of you know how high the Air
Pollution Index (API) is today? I am not putting this question up for an answer.
I do not think we need an answer at all because, unlike the Hang Seng Index
which fluctuates violently, the API has been growing so steadily that I do not
think any measurement is still necessary with its stability.

Mr Deputy, I cannot even recall how many times we have openly debated
on this topic. It makes my assistants look stupid to repeat the same stuff that we
have been harping on over and over again.

We are no more interested in the measures like those that the Government
proposed to do in the next five or 10 years, because many of us would have
already ended up in hospital suffering from respiratory diseases. Nor do we
have the patience to wait and see proposals being thrown back and forth a million
times unendorsed owing to opposition from certain sectors of the community or
this Council's disapproval. What we want now is observable improvement on
our air quality. No one wants to breathe nothing but diesel emissions every
minute he is exposed to the streets.

In the public eye, we are all engaged and committed in talks; that is the
image that people conceived of us legislators. Some said that smoky vehicles,
unlike other legal punishments defined by law, should be exempt from heavy
fines because drivers have to earn a living "by breaking the law". The highest
fine for smoking in a lift is $5,000; on the other hand, $1,000 is too much for
smoky vehicles. I cannot see any logic to justify this with regard to the
environmental impact that the two offences bring. Why people who break the
law and pollute our environment by failing to do car maintenance should be
protected from deterrent punishment?

The core of the issue is not how much hardware like country parks or
hiking trails we should build, but a radical change of the mentality of our
government bureaucrats and Hong Kong citizens. In contrast to many
developed countries, people's sense of environmental protection in our
community is still below kindergarten level, not to mention the progress of our
clean-air measures, which is nowhere to be seen.

I went to my barber the other day and heard two people grumbling at the
Government for squeezing the poor with such an increase of smoky vehicle fine,
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while the dinner talk among the affluent class was all about the urgency to
combat Hong Kong's deteriorating air quality. Environmental protection is not
a luxury that we should sacrifice for short-term economic benefits for some
groups of society. Our prime concern is to sustain Hong Kong as a livable
place for the generations to come.

This afternoon, I am not planning to tell our officials what to do, we must
first show our community that our Council is prepared to serve as vanguard in
protecting our environment. Ask ourselves if we have done enough to protect
the environment. How many times a day would we have to say, "No plastic bag,
please"? How many of those who call on people to switch off idle engines have
done so themselves?

The fifth of June is designated as the World Environmental Day by the
United Nations. It is a yearly reminder to all nations to protect the environment
and fight against pollution. This year, the theme for the World Environmental
Day 2000 in Hong Kong is "Clean air". Here, I call on all my Honourable
colleagues to support the event "Ride Green Day" by walking or using public
transport to get to their office.

No private car or limousine for all legislators could be a move more
forceful than any of the motion debates on the issue. Taking the lead in
combating pollution will help rid us of the public image of "empty words and no
deeds".

I look forward to your support, to all our support, and hope that our action
will further arouse public consciousness towards the issue. Mr Deputy, I
support the motion. Thank you.
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THE PRESIDENT resumed the Chair.
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Mr James TIEN rose to claim a division.
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Functional Constituencies:
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Geographical Constituencies and Election Committee:
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 21 were present and 21 were in favour of the motion; while
among the Members returned by geographical constituencies through direct
elections and by the Election Committee, 25 were present and 24 were in favour
of the motion. Since the question was agreed by a majority of each of the two
groups of Members present, she therefore declared that the motion was carried.
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REMARKS OF OFFICIAL OF THE CENTRAL PEOPLE'S
GOVERNMENT'S LIAISON OFFICE
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MISS CHRISTINE LOH: Madam President, it is useful to have today's debate
so that this Council can express our reaction to Mr WANG Fengchao's remarks.
Allow me to analyse what he said. I do not dispute his right to free speech, but
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I do question the policy behind his remarks. And it is the policy analysis that I
find necessary for Hong Kong people to think through.

Firstly, I think that his remarks were politically unwise. It was unwise
for him to make his statement to Hong Kong in the way that he did. As a
seasoned diplomat, he should have known the negative impact it would have both
in Hong Kong and internationally. Indeed, when faced with broad criticism,
there was an attempt to suggest that Mr WANG's remarks were his personal
views, and not those of Beijing. I find that hard to believe, but let us assume
that this was true. If I were his boss, I would severely reprimand him for
having given the national government a bad name.

Secondly, his remarks did not have the intended effect. If we look at a
policy, what we want to achieve is that the policy can have the intended effect.
If it does not have the intended effect, you may want to review your strategy.
He wanted to tell the local media that "Taiwan" was a national matter, and as
such, it had to be treated differently from other issues. He said that local media
should not report remarks advocating Taiwan independence.

He has presented a view that news reporting should be "patriotic" when it
relates to a national matter. He has so far been unsuccessful in promoting
patriotic reporting. If that was something either he and/or Beijing wanted to
promote in Hong Kong, the strategy completely backfired. Indeed, what really
upset Hong Kong people was precisely this narrow interpretation of patriotism
and his placing this interpretation of patriotism above our freedom of expression
and news reporting.

I have tried to understand Beijing's concern over Taiwan. Whilst I do
understand this concern, I do not support the way in which Beijing wants to deal
with it. Beijing's warning to the media was aimed ultimately to control our
thoughts. Beijing seems to believe that if there was no reporting about a certain
view, it would stop people thinking and spreading an idea. As Beijing does not
want Hong Kong people to support Taiwan independence, it thinks that if there
was no reporting about Taiwan independence, the idea would not take root.
That is very much in line with Beijing's traditional thinking about controlling
free speech, and that is why there was such a negative reaction in Hong Kong.
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In developing this strategy, Beijing seems to have ignored the fact that
there is no support in Hong Kong for Taiwan independence. And Madam
President, do you remember well the recent debate that we have in this Council?
Thus, the conclusion that Hong Kong people drew from Mr WANG's remarks
was that Beijing just wanted to restrict reporting. It stemmed from a highly
paternalistic attitude and it was that attitude that drove Mr WANG to give a
heavy-handed warning. My assessment of this strategy is that it has totally
failed. Indeed, as I said, Madam President, it has backfired, it has given Mr
WANG himself and the Chinese Government a very bad name. Thus, I hope
very much that the Chinese Government would rethink how we want to deal with
this issue in this part of China, the Hong Kong Special Administrative Region.
I think it is important for Beijing to understand and accept that our society is
based on different values and we do things differently. Whilst we can try to
understand Beijing's concern, there are situations like this one where we have to
tell Beijing loud and clear that there is a line beyond which we will not cross.
We do not think that reporting views that Beijing does not want to hear amounts
to advocacy of a certain view. If Beijing continues to think that by clamping
down on reporting of views which it does not like is going to stop spreading of
certain ideas, I submit that this is an extremely outdated view.

Hong Kong people and the international community have reacted so
negatively because we do recognize that at the root, what Beijing wants to do is
to control our thinking. I hope that Beijing will give us the benefit of the doubt
that we are sensible adults. We recognize and accept that Hong Kong is fully a
part of China that there is no independence moving in Hong Kong and Hong
Kong people do not support the independence of Taiwan. If they can accept
that, they would not create two categories of reporting. One category will
follow the Basic Law, while the other category is classed as national issues.
Our fear is that if Taiwan and Tibet are national issues, are there any other things
that may arise that will also be classed as national issues? So, I think that those
are some of the root causes of the very negative reaction of Hong Kong.

I would just end by saying that I do not know whether Mr WANG
Fengchao has actually contravened the Basic Law or not. That is why I
concentrated my speech in talking about the policy objectives behind what he
said. However, I do see it as a very serious issue, and with the caveat that I am
not in a position to determine whether Mr WANG Fengchao has contravened the
Basic Law, I am, nevertheless, prepared to vote for the motion.
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Mr Martin LEE rose to claim a division.
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Functional Constituencies:
MBEEE R EE - HPHEEBREREIOCEEEK -

THHFEA  HILRES  MERRKE -  FHEHEE - THUWEE > B2
H%E\ FIRBBEERAE FRERE HEEERE MEEERE HMRERE -

RIJZTHEE HELKEE  =FREE BHFEEE  FEREES IR
EE B BERRBNILRERB N -

REWHEAEM -
T EE N EBRLZEE

Geographical Constituencies and Election Committee:

MFEHEE  MRLCEE PREHEE  FHEHKE  TEWHEE - REH
B BERERE  REREE  GHREE  IENEE  WHREHEAE KT
EEZREE -

PRBIANGE S - IR TR B - HAHEE - GHEEES -~ FNLERE - Sl
B RYBRE - THEEZRS  RRERE  REERE  BERES
PREMEES BHEERE  FERRENERERENY -

FTHEEEERBEERERE -

i B AT RS H T BE RS %@Fiﬁ’]% ’

ol NERE MEHTBEEZENEREE
12 NE R 15 A% - F R 58 R R 8 15 W &B
it A B EAT R S A IR -
THE PRESIDENT announced that among the Members returned by functional
constituencies, 24 were present, four were in favour of the motion, 19 against it
and one abstained; while among the Members returned by geographical
constituencies through direct elections and by the Election Committee, 28 were
present, 12 were in favour of the motion and 15 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.

24 NHE 4 NBR > 19 AR
TERBELNKE F 28 NHE -
T3> AE 5 8 o il DU = OB R

& ﬁ%\ ,m]u
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TXER
NEXT MEETING

THE: RBIAEEMKRG - A& 20004 5 431 HEH =T 2 ¥ 30 7 #&

o

TUEEFREEIFEE I FIRE -
Adjourned accordingly at nine minutes past Nine o'clock.
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Annex IV
SECURITIES (AMENDMENT) BILL 1999

COMMITTEE STAGE

Amendments to be moved by the Secretary for Financial Services

Clause Amendment Proposed
1 (@) In the heading, by adding "and commencement" after
"title".

(b) By renumbering the clause as clause 1(1).
(c) By adding -

"(2) This Ordinance, other than sections 5
and 6, shall come into operation on 3 July 2000.

(3) Section 5 shall come into operation on a
day to be appointed by the Secretary for Financial
Services by notice published in the Gazette.

(4) Section 6 shall come into operation on
the day on which item 43 of Schedule 1 to the
Securities  (Margin  Financing) (Amendment)
Ordinance 2000 (20 of 2000) comes into operation.".

4 (@) In the proposed section 80A -

(1) in the definition of "assurance", by deleting
"(2) or (3)" and substituting "(3) or (5)";

(i) by deleting the definition of "short selling
order" and substituting -
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Clause

nn

Amendment Proposed

short selling order" (& 225 /11) -

(a) subjectto pa

ragraph (b), means an

order to sell securities in respect
of which a seller or a person, for
whose benefit or on whose behalf
the order is made, has a presently

exercisable

and unconditional

right to vest the securities in the

purchaser o
having -

®

(i)

f them by virtue of

under a securities
borrowing and
lending agreement -

(A) borrowed the
securities; or

(B) obtained a
confirmation
from the
counterparty to
the agreement

that the
counterparty
has the
securities
available to
lend to him;

a title to other
securities which are
convertible into or
exchangeable for the
securities to which
the order relates;
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Clause Amendment Proposed

(iii) an option to acquire
the securities to
which the order
relates;

(iv) rights or warrants to
subscribe to and to
receive the securities
to which the order
relates; or

(v) entered into with
another person an
agreement Or an
arrangement of a
description as is
prescribed under
section 146;

(b) in relation to paragraph (a)(ii),
(ii1), (iv) or (v), does not include
an order where the seller or the
first-mentioned person has, at the
time of placing the order, issued
unconditional  instructions  to
obtain the securities.".

(b) By deleting the proposed section 80B and substituting -

"80B. Obligation to confirm short
selling order

(1) A person, where he is selling as a
principal, shall not convey a short selling order at or
through the Unified Exchange unless he provides to
his agent an assurance (which shall be in the form of
a document) that -
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Clause Amendment Proposed

(@ he has a  presently
exercisable and
unconditional right to vest
the securities to which the
order relates in  the
purchaser of them; and

(b) where paragraph (a)(i) or
(v) of the definition of
"short selling order" is
applicable, the counterparty
to the agreement or
arrangement concerned
referred to in that paragraph
has the securities to which
the order relates available to
lend or deliver to him.

(2) The person referred to in
subsection (1) shall provide to his agent such
information (which shall be in the form of a
document), if any, and within such time, as are
prescribed under section 146.

(3)  An exchange participant, where he
is selling as a principal, shall not convey a short
selling order referred to in paragraph (a)(i) or (v) of
the definition of "short selling order" at or through
the Unified Exchange unless he has received an
assurance (which shall be in the form of a document)
from the counterparty to the agreement or
arrangement concerned referred to in that paragraph
that the counterparty has the securities to which the
order relates available to lend or deliver to him.
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(4) An exchange participant referred
to in subsection (3) shall collect from the
counterparty to the agreement or arrangement
concerned such information (which shall be in the
form of a document), if any, and within such time,
as are prescribed under section 146.

(5) A person, where he is selling as an
agent, shall not convey or accept an order to sell
securities which is a short selling order at or through
the Unified Exchange unless he has received from
his principal or other person, for whose benefit or on
whose behalf the order is made, an assurance (which
shall be in the form of a document) that -

(@) his principal or that other
person, as the case may be,
has a presently exercisable
and unconditional right to
vest the securities to which
the order relates in the
purchaser of them; and

(b) where paragraph (a)(i) or
(v) of the definition of
"short selling order" is
applicable, the counterparty
to the agreement or
arrangement concerned
referred to in that paragraph
has the securities to which
the order relates available to
lend or deliver to him.
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Clause

Amendment Proposed

(6) An agent referred to in subsection
(5) shall collect from his principal such information
(which shall be in the form of a document), if any,
and within such time, as are prescribed under
section 146.

(7) For the purposes of subsections
(1), (3) and (5), a person who conveys or accepts an
order for and on behalf of his clients or beneficiaries
shall be regarded as selling as a principal if -

(@)  he has full discretion to sell
the securities; and

(b)  his conveyance or
acceptance is not in
accordance ~ with  any
instruction from his clients
or beneficiaries.

(8) The agent or the exchange
participant who receives or collects the document
containing the assurance and the information shall -

(@) subject to paragraph (b),
retain it for not less than 1
year from the date upon
which it is received;

(b) provide it to the
Commission upon request
made at any time within
that year by an employee of
the Commission.
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(©)

(99 An assurance or information
referred to in subsection (1), (2), (3), (4), (5) or (6)
shall in any proceedings be admissible as prima
facie evidence of the matters specified in that
subsection to which the assurance or information, as
the case may be, relates.

(10) Subject to subsection (11), a
person who contravenes subsection (1), (3) or (5)
shall be guilty of an offence and shall be liable on
conviction to a fine at level 5 and to imprisonment
for 1 year.

(11) In proceedings for an offence
under subsection (10), it shall be a defence for the
defendant charged with the offence to prove that
when the defendant conveyed or, in the case of
subsection (5), conveyed or accepted, the order
concerned, he -

(a) did not know that the order
was a short selling order; or

(b) had reasonable grounds to
believe and did believe that
the order was not a short
selling order.

(12) A person who, without reasonable
excuse, contravenes subsection (2), (4), (6) or (8)
shall be guilty of an offence and shall be liable on
conviction to a fine at level 5 and to imprisonment
for 1 year.".

In the proposed section 80C -
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Clause Amendment Proposed

(1)  in subsection (1), by deleting "A stockbroker
or stockbroker's" and substituting "An
exchange participant or exchange

participant's";
(1)) by deleting subsection (2) and substituting -

"(2)  For the purposes of this

section, "exchange participant's
representative” (%7 5 fit 2 Bl # £ )
means a registered dealer's
representative of an  exchange
participant.”;

(ii1) in subsection (3), by deleting "reasonable" and
substituting "lawful";

(iv) by adding -

"(4) For the purposes of
subsection (3), "lawful excuse" (&5
fi#) includes inadvertence, carelessness
or negligence.".

5 (@) In paragraph (a), by deleting "stockbroker" and substituting
"exchange participant”.

(b) In paragraph (b), by deleting the proposed paragraph (raa)
and substituting -

"(raa) providing that a lender under a securities borrowing
and lending agreement within the meaning of section
80A shall -
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(1)  keep such records or documents and in
such manner and form as may be
prescribed by the rules;

(i) give copies of any such records or
documents -

(A) to the Commission at the
Commission's request; and

(B) in such manner and form, and
within such time, as may be

nn

prescribed by the rules;".".

New By adding -
"CONSEQUENTIAL AMENDMENTS

SECURITIES (MARGIN FINANCING)
(AMENDMENT) ORDINANCE 2000

6. Consequential amendment of
Securities Ordinance

Item 43 of Schedule 1 to the Securities (Margin
Financing) (Amendment) Ordinance 2000 (20 of 2000) is
amended, in column 3, in the new section 146(1) -

(a) in paragraph (0), by repealing everything after
"notify the" and substituting -

"exchange participant through whom the
sale is being effected, of the fact that
the right to vest the securities in the
purchaser is derived from such an
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Clause Amendment Proposed

arrangement, and requiring such
person, having sold such securities
pursuant to such an arrangement, who
purchases securities at or through the
Unified Exchange in satisfaction, in
whole or in part, of the obligations of
that person under such arrangement to
notify the exchange participant through
whom such purchase or purchases are
being effected of that fact;";

(b) by adding -

"(0oa) providing that a lender under a
securities borrowing and lending
agreement within the meaning of
section 80A shall -

(1)  keep such records or
documents and in
such manner and
form as may be
prescribed by the
Commission rules;

(1)) give copies of any
such records or

documents -

(A) to the
Commission at
the

Commission's
request; and
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(B) in such manner
and form, and
within such
time, as may
be prescribed
by the
Commission

rules;".".
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Annex V
INSURANCE COMPANIES (AMENDMENT) BILL 2000

COMMITTEE STAGE

Amendments to be moved by the Secretary for Financial Services

Clause Amendment Proposed
2 By deleting the clause and substituting -

"2. Section added

The Insurance Companies Ordinance (Cap. 41) is
amended by adding -

"15C. Standards to be complied with
by an actuary

An actuary appointed under section
15(1)(b) shall comply with the prescribed standards
or other standards as the Insurance Authority accepts

nmn

as being comparable to the prescribed standards.".".

3 (a) By adding -

"(aa) in subsection (3D), by repealing "and (h)" and
substituting ", (h) and (1)";".

(b) In paragraph (b), in the proposed section 53A(3E), by
deleting "The Insurance Authority”" and substituting
"Subject to subsections (2) and (3)(b) and (c), a person who
is the Insurance Authority, and a person employed or
authorized by or assisting the Insurance Authority,".
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Clause Amendment Proposed

4 By deleting "15(1)(b)" and substituting "15C".



