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MR ERIC LI: Madam President, on behalf of the Public Accounts Committee
(PAC), I have the honour to table our Report No. 35 today.

The Report corresponds with the Report of the Director of Audit on the
Accounts of the Government of the Hong Kong Special Administrative Region
for the year ended 31 March 2000 and his Report No. 35 on the results of value
for money audits completed between March and September 2000, which were
submitted to you on 30 October 2000 and tabled in the Legislative Council on 15
November 2000.

The PAC Report No. 35 contains three main parts:

(a) the PAC's assessment of the actions taken by the Administration in
response to the recommendations made by the PAC in our previous
Reports Nos. 32, 33 and 33B;

(b) our observations on the Report of the Director of Audit on the
accounts of the Government for the year ended 31 March 2000; and

(c) the conclusions reached by the PAC on the Director of Audit's
Report No. 35.

As 1is the usual practice, we have selected for detailed examination only
those chapters in the Director of Audit's Report No. 35 which, in our view,
referred to more serious irregularities or shortcomings.

The Report tabled today covers our deliberations on six of the seven
subjects selected.

The PAC had originally scheduled to hold a public hearing on the subject
relating to "Construction of two bridges" on 7 December 2000. However, the
Director of Highways requested that the hearing be conducted in camera. We
have sought information from the Director, including justifications for his
making the request and information relevant to our examination of the Director
of Audit's Report. To allow ourselves more time to consider the various issues
involved and the information that has been provided to us, we have decided to
defer a full report on this subject, and will endeavour to finalize our report to the
Council at the earliest opportunity.
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Turning to the six substantive issues covered in this Report, I would like to
mention first the Government's efforts to control flooding in the urban areas.

The PAC is seriously dismayed at the neglect of duties on the part of the
Director of Drainage Services because, after the Drainage Services Department
(DSD) had accepted its consultant's recommendation relating to the West
Kowloon Stormwater Drainage Improvement Study, the DSD had not carried out
a check on the hydraulic model of the Study some eight months after the
acceptance of the Final Report on the Study. The omission of significant flow
data in the hydraulic model had thus gone unnoticed for two years. Besides,
there was a delay of almost two years in addressing the issue concerning the
potential overflow from the Kowloon group of reservoirs. There will also be a
delay of three years in the completion of all the drainage improvement works for
West Kowloon.

The PAC is concerned that the Director of Drainage Services relies
heavily on consultants in many facets of his work, and about the way the DSD
monitors its consultants. The DSD used a consultant on the West Kowloon
Stormwater Drainage Improvement Study, but did not closely monitor the
consultant's work. In the end, another consultant had to be engaged later to
review the West Kowloon drainage improvement strategy. The PAC considers
that the Secretary for Works has the responsibility for ensuring that the Director
of Drainage Services has the ability and procedures to monitor the consultants.

The PAC condemns the DSD and the Territory Development Department
for dereliction of duties in the handing over of new culverts in the West Kowloon
Reclamation. There was a lack of co-operation between the two departments as
they tried to shirk the responsibility for the desilting works in order to avoid the
cost, ignoring the public interest. This has resulted in the delay in handing over
the new culverts. The delay in the handing over of new culverts to the DSD for
proper maintenance resulted in the accumulation of silt in some of these culverts,
aggravating the flooding problem in West Kowloon in 1997.

The PAC notes that, to forestall the recurrence of such a state of affairs,
the Director of Territory Development has issued a technical memorandum
emphasizing the importance of adequate consultation with the DSD on handing-
over arrangements at the planning stage of the works, and the Secretary for
Works has issued a new technical circular to remind works departments to refer
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unresolved interdepartmental works issues to heads of departments and the
Works Bureau for an early resolution of the issues. However, we believe that
the crux of the problem lies in the attitude of the government officials concerned.
Circulars by themselves are unable to prevent the recurrence of similar incidents.
We consider that having a responsible attitude when discharging public duties is
as important as having a properly documented procedure.

Regarding the Government's support and administration of kindergarten
education, the PAC is particularly concerned about the control of kindergartens'
miscellaneous fees. The PAC is dismayed that there was a lack of control on
miscellaneous fees and charges and many kindergartens had derived substantial
profits from such fees and charges. Although the Education Department (ED)
had issued guidelines on the profit limit of 15% in the sale of school items, many
kindergartens did not follow these guidelines. The ED had not established any
mechanism for ensuring compliance with the guidelines, nor had it issued any
specific guidelines on the profit limit in the provision of paid services by
kindergartens.

In this connection, the PAC urges the Director of Education to take
expeditious measures to strengthen the control on miscellaneous fees and charges,
including defining more clearly the components of "inclusive fee", which is
referred to in section 14(1)(d) of the Education Ordinance. We also urge the
Director of Education to require kindergartens to provide a breakdown of their
optional fees and charges not regarded as the "inclusive fee", and including such
information in the 2000-01 kindergarten profiles for parents' reference. We
further urge the Director of Education to take actions against those kindergartens
which have failed to comply with the ED's guidelines on the charging of
miscellaneous fees.

On the use of employers' returns and notifications for assessing and
collecting salaries tax, the PAC is seriously concerned that there have been
write-off cases of tax due from employees who were recruited from outside of
Hong Kong and who left Hong Kong on termination of their employment without
first paying their tax. The amount of the tax written off was $213 million for
the three years from 1997-98 to 1999-2000. In some of the write-off cases, the
Inland Revenue Department (IRD) had taken a long time to obtain a departure
prevention direction.
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The Acting Commissioner of Inland Revenue has told the PAC that prior
to the enactment of the Personal Data (Privacy) Ordinance, the IRD had kept a
watch list of tax defaulters. When an individual's tax was written off, the IRD
automatically advised the Director of Immigration to place the individual on the
watch list. Then every time the tax defaulters entered or left Hong Kong, the
Immigration Department would inform the IRD of such movements and his
current address.  Since the enactment of the Personal Data (Privacy) Ordinance,
this information was not so readily available. The IRD had to comply with
more stringent procedures for obtaining personal data for tax recovery purposes.

However, in examining the evidence, we have found that the Immigration
Department has all along had a procedure to provide to the IRD a defaulting
taxpayer's address or other information the same day an urgent request is made
to the Immigration Department. Moreover, under the Personal Data (Privacy)
Ordinance, personal data required for the "assessment or collection of any tax or
duty" are exempt from the relevant data protection principles. The Acting
Commissioner of Inland Revenue's response is clearly misleading. We are also
seriously dismayed that he has sought to use the Personal Data (Privacy)
Ordinance as an excuse and shift the blame to the Immigration Department. We
urge the Commissioner of Inland Revenue to take expeditious action to recover
tax without further excuse.

The PAC notes that the IRD has now set up an ad hoc committee to
examine how best to implement the audit recommendations, including the tax
treatments for employees who are more likely to evade tax by leaving Hong
Kong. In this regard, the PAC is mindful of the need to safeguard the human
rights of all individuals. As such, we urge the Commissioner of Inland
Revenue to ensure that the ad hoc committee, in considering the various
proposals for securing payment of tax from taxpayers who are more likely to
evade tax, will seek legal advice on whether such proposals are in compliance
with human rights protection of individuals.

We have conducted two public hearings on the subject "Interdiction of
government officers". The PAC finds it unacceptable that there are interdiction
cases in which disciplinary proceedings have lasted even longer than criminal
proceedings, and that it is not uncommon for disciplinary proceedings to last for
more than one year. We urge the Secretary for the Civil Service to
expeditiously streamline the existing disciplinary procedures with a view to
speeding up the release of interdiction cases.
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Regarding the withholding of salary during interdiction, we are concerned
that whilst all other interdicting authorities follow the general guideline for
implementing legal provisions authorizing the withholding of pay in respect of
officers who are interdicted when disciplinary or criminal proceedings are being
instituted or are about to be instituted against them, the Hong Kong Police Force
alone grants full pay to all police officers below the rank of Superintendent who
are interdicted for the same reason. We acknowledge the Commissioner of
Police's admission that the current practice should be rectified because, by
applying such a practice to all cases, he would have failed to exercise his
discretion appropriately.

The PAC considers that the Commissioner of Police's proposed revised
policy of making a direction on the proportion of pay to be withheld from a
police officer below the rank of Superintendent, who has been interdicted under
section 17(1)(a) of the Police Force Ordinance, is in line with the policy
applicable to the rest of the Civil Service and should be supported.

The PAC has examined in detail the administration of the retraining
courses of the Employees Retraining Board (ERB). We express dismay and
serious concern over the ERB's unsatisfactory performance, as demonstrated by
its failures to verify, on a regular basis, the accuracy of job placement
information compiled by the training bodies under the Employees Retraining
Scheme; to define the minimum period of employment before calculating job
placement rates, thereby inflating the rates and the value of its retraining
programmes; to adequately monitor the expenditure incurred by the training
bodies in operating retraining programmes; and to exercise sufficient controls
over the frequency of retrainees attending full-time courses.

The PAC is aware that over the years, Members of the Legislative Council
had time and again expressed concerns about the effectiveness of the retraining
programmes. For instance, at the meeting of the Finance Committee held on 10
May 1996, Members expressed concern about the effectiveness of the retraining
programmes in meeting the objective of helping the unemployed to rejoin the
labour market and about the absence of objective yardsticks in assessing the
usefulness of the courses. They were also concerned that given the short
duration of the courses, it would be difficult to adequately equip the retrainees
with the skills required for the purpose of joining a different trade. At the
meeting of the Panel on Manpower on 7 January 1999, Members expressed
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concern about the monitoring of the training bodies' performance by the ERB.
The PAC's current Report proves that the concerns of our colleagues were
well-founded.

We recommend that the Executive Director of the ERB should adopt more
objective and credible criteria, such as setting up a minimum period of
continuous employment by a trainee, for arriving at job placement rates so as to
establish the real value of its work.

The PAC notes that there are people who are unlikely to benefit from the
existing short-term retraining programmes. In this connection, we urge the
Secretary for Education and Manpower to review the criteria for admission to the
ERB's programmes in order to identify other more effective and efficient options,
in the light of job placement experience and the current higher unemployment
rate compared to that in 1997 when the Executive Council's policy directives on
target retrainees were set.

The PAC also urges the Secretary for Education and Manpower to
critically review the anomalies that have been identified and ensure that the ERB
has taken effective corrective actions on a timely basis, in advance of the next
funding application.

In examining the subject "Comprehensive Redevelopment Programme of
the Housing Authority", the PAC bears in mind the fact that housing resources
are important and scarce resources of the community and the primary objective
of the Comprehensive Redevelopment Programme is to improve the living
environment of the residents and the environment in the community, not to
achieve savings. The PAC, therefore, does not accept the view that as the
average length of redevelopment project delays was short and the number of
vacant flats was small, the problems of project delays and vacant flats are not
serious. Rather, we consider that any delay should be dealt with squarely,
because families on the Waiting List for public housing will have to wait for a
longer time as a result.

In order to make economic use of vacant flats pending redevelopment, the
PAC urges the Director of Housing to review the feasibility of letting out such
flats to the public and families on the Waiting List on a short-term basis,
especially those that are situated at popular locations do not require much
refurbishment and can be leased for at least two years prior to redevelopment.
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Madam President, as always, the PAC has made its conclusions and
recommendations in this Report with the best intentions and with the aim of
achieving value for money in the delivery of public services. We hope that the
Administration will respond constructively to the Report.

I wish to register my appreciation of the contributions made by members
of the PAC. Our appreciation also goes to the representatives of the
Administration and other organizations who have attended before the PAC.
Last but not least, we are grateful to the Director of Audit and the staff of the
Legislative Council Secretariat for their unfailing support and hardwork.

Thank you.
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