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Mr J A MILLER, Director of Housing:
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[, John Anthony MILLER, swear by Almighty God that the evidence | shall
give shall be the truth, the whole truth and nothing but the truth.
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MrJA MILLER:
Yes.
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Mr JA MILLER:

Yes.
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Mr JAMILLER:

Madam Chair, | am grateful to you for this opportunity to speak. You
have aready received a written statement from me, together with a number of
factual papers produced by my department in response to questions from
Members. The remarks | wish to make are more by way of persond
commentary, and cover three areas. They cover the performance of Housing
Department staff, the question of probable cause, and the good which | believe
has already come from these scandals.
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Last year the Housing Department broke all records. We completed
89,000 new high-quality homes. From a production trough of fewer than
30,000 homes in the mid-nineties we have scaled a new peak. Some 89,000
families have benefited. That, taken with the production of the previous years,
has enabled us to reduce the waiting list time for public housing to a twenty year
low. Thisis an extraordinary achievement. Normally it would be a cause for
congratulations and celebrations. Instead it has been overshadowed by the
piling scandals discovered in 1998 and 1999.

It isdifficult to reconcile the two, but allow me to start by placing on record
my appreciation for the staff of my department. | know how hard they have
worked to climb the peak, none harder than the professional and technical teams
of the Development and Construction Branch. | know what they have been
through. | understand the constraints that they have operated under. | am
enormously proud to have worked with them during this difficult time. They
have served the community well and deserve its thanks. They do not deserve
the sort of generalised public criticism which their exposure of these piling
scandal s has brought in its wake.

This is not to diminish the seriousness of the scandals, only to put them in
some perspective. The rash of piling problems in both the public and private
sector sites detected between early '98 and end '99 caused considerable concern
in the community. Much of the subsequent discussion, however, has created
more heat than light. Investigation of the particular incidents has led to gross
generalisations about the competence and integrity of Housing Department staff,
the effectiveness of its project management and quality control systems, and the
ability of the Housing Authority to manage the public housing programme. But
if the staff and management of the Housing Department are such feeble project
supervisors, if the systems and procedures they operate are utterly inefficient, and
if the Members of the Housing Authority are totally incompetent, how does one
account for the phenomenon of the more than 99 percent of this huge production
volume which went right?

Do not misunderstand me. There can be no excuse for the one percent
which went wrong. But in order to prevent a recurrence we need to be clear
about cause, and to distinguish between primary cause and merely contributory
factors. Madam Chair, the question which has nagged at me since these
problems first surfaced is "why?'.  Why did they occur at this particular time?
Why so many? Why both public and private sector? Why, when tender prices
indicated no particular strain on the industry?

Some have suggested that it was simply a matter of bunching of public
sector production. | do not think that that holds water as a primary cause,
though it may well have contributed. Most of the private sector piling cases,
and one of the two public sector piling cases you are examining, occurred a year
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ahead of the bunching of public sector contracts being let. Much attention has
focused on pre-cast, pre-stressed concrete piles. But one of these two public
sector cases, and most of those in the private sector, involve large diameter bored
piles.

Much has also been made of the Housing Authority buildings not being
subject to independent control under the Buildings Ordinance. How then to
explain the larger number of cases in the private sector? Others, including
myself, have suggested a link to the financia crisis in the second half of 1997.
Almost every sector of our economy felt its impact in the two years which
followed. The construction industry was no exception. Given our traditional
approach to tendering that may have contributed, but it can surely be no excuse.

These are all circumstances surrounding the incidents in Tin Chung Court
and elsewhere, and deserve serious attention.  If we are to prevent a recurrence,
these questions need to be addressed. Answers to questions about public sector
production problems which do not also help to explain the parallel and coincident
problems in the private sector would be inadequate.

It is increasingly clear from our own investigations and from those of the
Independent Commission against Corruption that what we are dealing with is
fraudulent and criminal activity. Other than criminality — and let us be clear we
are talking about people who, in pursuit of personal gain, deliberately tried to
circumvent building safety standards, and very nearly succeeded — other than
criminality, no other common denominator has so far suggested itself to me.

In both public sector cases the suspected criminal activities were discovered
late, but they were detected and, as with the vast majority of lesser problems
discovered on building sites day by day, year by year, they were detected by the
efforts of Housing Department staff. | wish to place on record my appreciation
for their vigilance, for their courage in uncovering these scams, and for their
professionalism in sorting out the messy consequences. | say again | am proud
to have worked with them. | wish aso to place on record my gratitude to
Members of the Housing Authority, and in particular to Members of the
Authority's Building Committee for their unflinching support in exposing and
dealing with these problems.

As regards the other possible contributory factors, my views are already a
matter of public record. They are fully reflected in the Housing Authority's
Consultative Document, "Quality Housing — Partnering for Change", and the
reforms already in train, in particular those relating to public procurement
practice, sharing of risk and site supervision.

Which brings me lastly, Madam Chair, to the good which | believe has
aready come out of these scandals. They have forced us, both Housing
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Authority and Housing Department, to look hard at ourselves, at our systems and
our relationship with our partners. This in turn has prompted a wider and far-
reaching industry review and reform, which will, | hope, be of great benefit to the
community asawhole. | am pleased to have been able to contribute to it.

Thank you.
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Mr JA MILLER:

-

Thank you, Madam Chair, in my written submission | have already stated
that the central government, in the form of the Housing Bureau, is responsible for
setting macro housing policy, and the Housing Authority is the principle agent
appointed by the Government for the implementation of that macro housing

policy.

The Authority is entrusted with the discussion, the advising on and the
decision and implementation of detailed operational housing policy, not macro
policy. It hasarolein law of offering advice to the central government about
housing policy, but in operational terms it works to a policy directive from the
central government. So the relationship is quite clear: an over-arching policy
umbrella dictated by central government, and implementation of the detail
entrusted to the Housing Authority.

The Housing Department is the implementation agency, the operating arm,
the executive arm of the Housing Authority, and | answer to that Authority. My
direct relationship, my formal relationship is with the Authority.

In the nature of things, since it is the Housing Authority's role to advise
government on aspects of housing policy, there will be many opportunities for
discussion between both the Chair, myself and my staff with other parts of the
government, including the Housing Bureau, on aspects of housing policy.
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If we can take a practica example: the long-term housing strategy, which
was promulgated in 1996/97. There was a preparatory period during which the
Chairman of the Authority and myself and my predecessor were involved in
discussions with the Housing Bureau on the outlines of the draft consultative
document. The document was promulgated by central government, by the
Housing Bureau. And the Housing Authority was then asked to examine it and
comment in detail on it, adong with the rest of the community, but as the
implementation agency clearly it had a very clear role in commenting on what
was practical and what was not. It furnished detailed comments six months
after the document was published.

That isas clear as| can state it, Madam Chair.
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Mr JAMILLER:

| think in common with almost any other department to Bureau relationship,
there is always a certain creative tension about discussions on particular details
of new policy or refinementsto old. That isin the nature of things, and it is, as
| say, creative. | think it isalso significant in the context of my previous answer,
the Long Term Housing Strategy consultation, that at the end of the consultation
period the Housing Authority reflected to Government a 99.9 percent agreement
with the proposals in that document. So, yes, while there is disagreement with
some of the details, in general terms the Authority has been very comfortable
with the strategic policy direction.

The area where there is always a degree of anxiety, and | have referred to
this in my written statement, is in the simple, practical question of land supply.
Although the Housing Authority is financially autonomous it relies on central
government for the supply of land in order to be able to construct new housing.
If that supply is irregular or uneven or insufficient then clearly the Housing
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Authority would not be able to deliver on the targets set for it by centra
government. Traditionally this has always been the area of most heated
discussion.
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MrJAMILLER:

I would have to say the working relationship in the period | have been there,
with the possible exception of the arguments over land supply where that has
improved, the working relationship has generally been good. On day-to-day
matters | think perhaps Members should be made aware of how the three parties
operate. The Department produces documents for the Housing Authority and
its committees which relate to production, which relate to rental policy, and so on
and so forth. And before those documents are issued to Members of the
Authority or the Committee they are traditionally discussed either in a meeting
which | chair for preparatory work. But when they come to the form of draft
documents for the Authority or its committee, they are discussed at a meeting
chaired by the Chairman of the Housing Authority every Monday at which a
representative of the Bureau is aways present. Prior to that there is quite often
an exchange of views on the detail, sometimes on the timing of the release of
information, and so on. But in general terms the dividing line between where the
Authority and the Department have freedom of action and where reference to the
Bureau is required is where there is any proposal which would result in an
increased call on public resources, for example a change in the levels of subsidy
or the criteria for eligibility for subsidy. These are quite clearly strategic.
They are quite clearly matters for central government.

On other areas, going back to land supply, we are entirely reliant on the
Bureau for co-ordinating discussion with other bits of government on planning,
on transport, on the provision of facilities for other departments in new estates,
and so on. Quite often with an individual project there will be conflicts of
timing, conflicts of requirement and so on, and we are reliant on the good offices
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of the Bureau for bringing these things in on time or for unblocking situations
which could lead to a slippage of a project.

That does not really answer your question, which is how can one improveit.
| think from what | am saying you will understand that | think the relationship is
good. The improvements, such as they are, involve closer discussion on those
issues on which there are disagreements.
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Mr JAMILLER:

| would never describe myself as " # &) ".

EJ &
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Mr JAMILLER:

| am sorry. Apologies for that. | would try to remember that. | think
you've put it very well in defining the three tiers. But, no, | do not have two
bosses. My boss is the Chairman of the Housing Authority and | act as a
messenger between the two on many occasions. But my report in simple
bureaucratic terms, my staff report, is written by the Chairman of the Housing
Authority.
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Mr JAMILLER:

First of al let me say that | take full responsibility for the good or bad
which comes out of the activities of the Housing Department. The buck stops
with me. But | think the question is somewhat unfair to the Members of the
Authority. 1 think it would be impossible for a single individual to try and
represent the interests of the entire community, and in particular those who
benefit from the activities of the Authority, in a balanced way, and traditionally
government has appointed the Authority to advise it on those far-reaching
interests. None of them, none of the Members of the Authority or Members of
its various committees | would regard as being passive. They are very proactive.
They come from a variety of professional, academic and other backgrounds.
They are individually knowledgeable and expert. They are highly motivated.
And the relationship which exists between Members and the staff of the
Department is avery close one. Itisaclose and creative one. Apart from the
formal meetings of the Authority and the Select Committee, it is not infrequent
for a certain amount of brainstorming to go on about changes to policy and
practice and procedure. And in the past few years | have found it to be an
immensely constructive engagement.

| hope that answers the question.
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Mr J AMILLER:

No. | regardit asbeing aimost essential.
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Ir Dr Hon Raymond HO Chung-tai:

Thank you Madam Chair, let us put this question to Mr MILLER.
Mr MILLER, in your witness statement you said that you became Director of
Housing in July 1996. And also being the Director of Housing you are also an
ex-officio member of the Housing Authority and also traditionally you are aso
vice-chairman of the Housing Authority, so you have got a dua role to play in
the whole exercise. Now, in the policy address delivered by the Governor in
1994, October 1994, by the Right Honourable Christopher PATTEN, in
Paragraph 43 it mentioned that in order to speed up the implementation of
increasing housing units to be completed, a project action team specially charged
with overcoming problems in the processing of new housing projects in order to
speed up the supply of new flats. Now, could you tell us whether or not any
Member or any of the three bodies, that is Housing Department, Housing
Authority and Housing Bureau, would be part of this project action team?

e
i B2 ek
Mr JAMILLER:

Thank you. | referred just now to the role which the Housing Bureau
plays in helping to unblock logjams when there are problems on particular sites
or particular projects. | am afraid the 1994 date is not something which | have
personal experience, but from my understanding of the record and my
understanding of more recent experience of how the housing project action team
operates, is that it is precisely that team which has helped us over the years to
deal with problems of slippage with certain sites.

It is normally, sorry, it is chaired by the Secretary for Housing, and
members of my staff are members of that, or normally attend that meeting. Itis
ameeting of officials and not non-officials.
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Ir Dr Hon Raymond HO Chung-tai:

Madam Chairman, | would like to ask a further question following this.
Mr MILLER, if this project action team is supposed to deal with and overcome
problems arising from the exercise to speed up the supply of new flats, in the
forecast of new housing units to be completed in the, say for four or five years, or
five to six years subsequent to 1994 and 1995, when it was evident and apparent
that the number of housing units to be completed would be increased by three to
four folds, would this team and in particular yourself anticipate any problems
arising from such very steep increase in the completion of contracts required to
complete all these housing units?

ZE
H B s S AR e
Mr JA MILLER:
The short answer is yes, but | assume you would like me to elaborate?
Ir Dr Hon Raymond HO Chung-tai:
Y es, thank you.
Chairman:

In as short a manner as possible because | am sure you have alot to say on
that.

MrJA MILLER:

Yes. Agan 1994 pre-dates my arrival in the Department, but the
background to the housing, the HPAT, as Members | think will recall, was that
there was a sudden increase in house prices in the market place and it was
evident, had become evident that land supply for both public and private housing
had dwindled. The then Chairman of the Housing Authority, David AKERS-
JONES, had in the context of the review of the then long-term housing strategy,
complained to central government that there was inadequate supply. A task force
on land supply was set up, and out of that came a number of proposals for
radically increasing both land supply and production of housing. These were
then translated into the pledges made by the then Governor, which you referred
to afew moments ago.
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In the period which followed, as | have said in my written statement, there
was increasing anxiety within the Authority about the speed with which land
would actually be made available. Let mejust say that it is quite easy to refer to
the identification of land for housing and to say "land will be alocated for
housing”, but for planners to actually begin the work of planning housing there
has to be a line on a map which is agreed, and the site has to be cleared. The
arrangements with central government that the Authority has normally insisted
on is that government provide formed and serviced land for the production of
housing. If the land is occupied by squatters, if the land has no roads leading to
it, if the land has no utilities attached to it, the fact that it has been identified or
allocated is almost irrelevant. For us to be able to work on a site we have to
know exactly where it is and we have to be sure that we can work on it.

If | could illustrate that in a simple way, but take a more contemporary
example? One of the sites, or some of the sites which were identified for
housing in the period 2000 and 1/2/3 are in what is called South East Kowloon,
i.e. the old Kai Tak Airport. They were identified quite a long time ago but a
number of factors have caused a delay, not least of them discussions within this
Council on the plan for South East Kowloon.  So these things do cause delays.

The position taken by the Authority, as | understand from the record, in
'95/96 was to urge Government to ensure that sites became available early in
order to avoid a bunching of production. And when | joined the Department in
'96, July, two things were very obvious to me, two concerns which Members of
the Authority and Members of the Department quite clearly had. The first was
that, for whatever reason, the sites were going to be coming on stream later than
originally planned and therefore there was going to be an unnatural bunching of
production towards the end of the LTHS period, 2000/2001, and second, and this
was also equally serious, was that after the bunching, after the peak, there was
what was called a "black hole". No land had been identified for 2001/2/3.
Those concerns were ultimately addressed by the setting up in the latter half of
1997 of a committee chaired by the Financial Secretary which is called
HOUSCOM. Thank you.

Chairman:
Raymond?
Ir Dr Hon Raymond HO Chung-tai:

Madam Chairman, it seems that Mr MILLER, you have been focusing your
answer on one aspect, i.e. land supply, but in implementation of the whole
housing policy to achieve the target of certain number of housing units to be
completed, surely apart from supply of land you have got to consider the actual
construction projects, whether or not they can be physically completed on time
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within your own target. Why have you not mentioned that at all? Because there
are certain limits that you can go to before people just say that they cannot do
any more. But surely it is up to the leader, yourself being the Director of
Housing and also Vice Chairman of the Housing Authority, it is up to you to
sound out the warning to the government if certain limits cannot be achieved.

-4
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Mr JAMILLER:
Madam Chairman, | would like to respond.
Chairman:

You want to respond? But as short as possible, OK? Because there are
quite a number of Members lining up.

Ir Dr Hon Raymond HO Chung-tai:
Yes, | think it is part of the reason.
MrJAMILLER:

It is an important question, and the answer is yes, warnings were given.
The scale of the housing programme is enormous. Traditionally government
has built two out of every three new residential units, two for every one built by
the private sector. So if there are variations in government's building
programme they have enormous repercussions for the construction industry.

| was concerned on arrival in the Department to see that the bunching was
beginning to look serious. And | raised my concerns, and these concerns in
simple terms were that the impact on the industry was clear. Already the
Department and the Authority had been in discussion with, for example, the
Hong Kong Construction Association, on the question of manpower for this brief
but quite serious peak. | was concerned about the economic impact on the
market of very large numbers of units coming on stream at one time. | was
concerned about the fairness to staff of my own department of having to go from
atrough to apeak in avery short period of time and then back down again.

If government is going to have a large intervention in the economy of this
sort, i.e. the housing programme, then it owes it to all parties to ensure that that
intervention is kept at a steady and predictable level, which is why the Authority
has aways argued for steady and predictable land supply. So, yes, | did raise
my concerns and these came to a head in November of that year.
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Mr JAMILLER:

No, again | think that is frankly insulting to the Members of the Authority
over avery long period. Members of the Authority have served the community
very well. It isvery easy for a bureaucrat to come up with bright ideas. That
does not mean to say they are necessarily going to be practical. The Housing
Authority and the Department under it are the biggest, historically the biggest
development agency in Hong Kong. They have enormous experience of the
field, whether it is the construction side, dealing with tenants and owners,
whether it is the commercia property side, whatever. If government wants to
change some aspects of that policy, to embark on a change without consulting the
most experienced members of the community in that field would frankly be silly.
So they are not in any sense an unnecessary part of the system.

FE -
HFIERE -
Hon Howard YOUNG:

May | ask in English because | did not meant to in any way try to be
insulting to any Member of the Authority. | was merely querying, does the
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Housing Authority really have arole in policy-making, in particular, not on the
construction aspect but on the aspect of what you describe here as Hong Kong's
long-term housing needs? Because it appears to me that if it was something
which the Bureau said "this is going to be our long-term policy, this is the
volume', and if the Department does not raise within the civil service structure
any major objections, then as far as that is concerned when it comes to the
Authority it isno longer within their realm of policy-making or policy input.

For instance if central government says "we shall have this long-term target,
that is it", then if the Authority thinks, "no, this is not do-able", then it will not
get anywhere because the Department, which is the executive arm, has not told
them that it is no do-able, | do not really see how those Members who have great
expertise in construction and planning and that sort of thing, could probably think
of themselves and come to the conclusion that something policy-wise may not be
do-able. Therefore they have not been able to fully play their role as a policy-
maker.

Chairman:
Mr MILLER?
MrJA MILLER:

I think that underestimates the Members of the Authority. If | could link,
perhaps, Mr HO's question with this one? In the period between the task force
on land supply and the end of '96 there was considerable discussion within the
Authority over what was actually going to be do-able. Members of the
Authority's Development Committee were concerned that targets were being set
which were do-able provided that land was allocated, identified, and provided on
time, but when these targets were not going to be do-able if that land was not
provided in a steady and even manner. And that was a source of considerable
debate between the Authority, the Bureau, aided by the Department.

B 8RR LE T AR B 44 B A0 — 7B A 9 1 1 B
B ERENNEMENTREHBEENE LY TR
SEBYLAIREBGATAS BA MERNE - BERE
B H 1 8 o P AR SRR BEOR 2 E MR - BRA @ EH
0 B B {F 5 7

21.04.2001 p.16



Vg ANEFREREEHNEERELERY
Legiglative Council Select Committee on Building Problems of Public Housing Units

Chairman:
Mr MILLER.
Hon Howard YOUNG:

It is a dightly sensitive area, Madam Chair. In the norma course of
construction the front-line staff are alert to problems on site, and they are very
much our first line of defence. They are backed up, of course, by professionals
who will be constantly monitoring, advising on the individual projects. And if
they spot something going wrong, if part of the monitoring system indicates that
something is not quite right, then they will attempt to deal withit. But there are
occasions when front-line staff find things which seriously worry them and report
them to the ICAC.

This is not one of the cases in hand, but perhaps to give a flavour of it, one
of the first of the problem cases we identified was identified by two junior site
staff who informed the ICAC who came to us. And we asked the two staff
whether they would be prepared to work with the Commission to try and catch
the crooks. Both staff were, | have to say, brave individuals and they did agree
to work with the Commission.

It is dlightly ironic that during this process we actually had to put the two
staff through a formal disciplinary proceeding, under a chairman who did not
know that they were both innocent, smply in order to keep the game going while
the ICAC did itswork. But that is the sort of thing | have been referring to. It
isavery specific occasion. | would rather keep the details.
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Mr JAMILLER:

It is avery broad question, Madam Chair. The Authority was established
in 1972 at which time there were several agencies all responsible for doing some
part of the public housing programme. There was an existing authority, quasi-
government. There was a resettlement department which operated under the
then Urban Council, | believe. And the Housing Authority was established to
bring these things together. The reasons for it being done by or being put under
an authority rather than having a direct bureau and department relationship were,
| understand political rather than anything else. It was recognised that public
housing as a social policy area required a political input which would not have
been there if it had been simply left to a lands and works branch or bureau and a
housing department as a construction agency.
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Mr JAMILLER:

| think it has worked very well.
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Mr JAMILLER:

| do not have any problem with the relationship, Madam Chair. The
Chairman writes my report. The Secretary for Housing countersigns it and it
disappears into the bowels of the Secretariat. That is how it works.

ZE

FERRBEE S SINHES — 0GR IREY T IERRFZ &S
e 2

MrJA MILLER:

He countersigns the report.
Chairman:

Just countersign?
MrJA MILLER:

Yes. The relationship is officer, reporting officer, countersigning officer.
After that it disappears.

Z/E
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Mr JA MILLER:

Normally these things are done once ayear. Normally reports are written
once ayear. Normally the Chairman has interviewed me and subsequently the
Secretary for Housing has also spoken to me.

FHAFS -
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Mr JAMILLER:

In this case you are referring to the Secretary for Housing or the Chairman?
e
frefsmRmG 2
FrE#S -
kEHERBE -
e
REBZHERE -
MrJA MILLER:

We have formal meetings with the Secretary for Housing and colleagues in
the Bureau every two or three months to discuss issues which are currently of
interest or concern. Occasionally we talk on the phone, occasionally he gives
me warm words of encouragement. Occasionally he will perhaps caution me
for speaking too much or something!
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Chairman:

Mr MILLER, this arrangement of the Chairman of the Housing Authority
signing your report and the Secretary for Housing countersigning that report, this
arrangement, has that existed from the start or has there been any changes
throughout the years or is it a recent implementation?

Mr JA MILLER:

As far as | know it has always been there. | honestly do not know what
happened before | arrived, but ever since | arrived that has been the practice.

Chairman:
| see, thank you.
MrJAMILLER:

| have never questioned it.
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Mr J AMILLER:

Could | please clarify that Madam Chair? Thereisalong Term Housing
Strategy which | would call Long Term Housing Strategy Mark |, which had a
programme date ending in 2000/2001. And that is intimately tied up with the
Task Force on Land Supply and so on. Then there is a Long Term Housing
Strategy Mark |1, which was consulted onin '96/97. Which of the two periods
is being questioned?
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Mr JA MILLER:

Thank you, Madam Chair. As| said earlier, the two things which, the two
concerns which were very much in the minds of the Authority in the middle of
'96 when | joined the Department were what appeared to be an unreasonable
bunching of production, and then the "black hole" which followed it. These
reflected problems with land supply arising out of the earlier Long Term Housing
Strategy. They were nothing to do with 85,000, which was a post-transition and
LTHS Mark Il target. Very shortly after | rejoined the Department | expressed
my concern to the Secretary for Housing about the bunching and the "black hole".
On the bunching | was concerned that the apparent desire to stick very strictly to
the former Governor's pledges on supply were alowing, or were causing, a
distortion, and that that was going to be unhealthy, unhealthy for the industry,
unhealthy for the Department, certainly unfair on staff.

In November of that year | repeated those concerns in more detail and there
was a meeting of the Development Committee of the Housing Authority, at
which we discussed what appeared to be an unreadlistic target if we allowed no
slippage at all, unrealistic bunching if we allowed no slippage beyond 2000 and
2001; and a more redlistic target if we allowed some of the peak to topple over
into the following year, i.e. into 2001/2002. It seemed to us that it was more
desirable to even out this unnatural peak. As| say, there was a perhaps natural
reluctance to allow such slippage because of the previous Governor's pledges.
In practice we did work towards the dlipped target. We deliberately allowed,
we deliberately aimed for the lower target.
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Mr JA MILLER:

Yes, | advised the Bureau that the target was, or allowing the peak to occur
was unnecessary, unnatural and unrealistic and that we should dlip.
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Mr JAMILLER:

| think there are two parts to the question really. One is how was the
Authority and the Department already preparing for what was going to be a very
rapid build-up in production on the one hand, and two, how did the Bureau

respond to our suggestions that we alow things to dlip so that we even out the
production.

Z/E

HEMEN BN ERE - MeERGTERS GG TEMES
prangs ¥ AF > MBI &R Ry fE - B E B REE ?

21.04.2001 p.23



Vg ANEFREREEHNEERELERY
Legiglative Council Select Committee on Building Problems of Public Housing Units

MrJA MILLER:

The Authority is financially autonomous, Madam Chair, so the question of
resources is one for the Authority to determine, so no, we were not anticipating
or asking for any resources from the Bureau. What we were doing was
suggesting that it would be in everybody's best interest to flatten the peak. But
in terms of practical arrangements within the Authority, those were being taken
as early as 1995 when the Building Committee of the Authority did a risk
assessment on forward production. And as a result of those considerations the
Authority and the Department did three things. One was it took a strategic
decision to outsource a large proportion of design and supervision. It took a
decision to build up, alow the build-up of staff within the Department, and it
asked consultants to look at the whole building process through a business
process review, which was completed in 1996/97.
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Mr JAMILLER:

No, | disagree entirely. We do rely on the Housing Bureau to provide land
and to co-ordinate with other departments. But the Bureau has the key role in
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determining overall housing policy. It is the Bureau which was responsible for
drawing up the Long Term Housing Strategy consultative document and to bring
it together into the final Long Term Housing Strategy in '97. Thelr primary role
is policy formulation.
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MrJAMILLER:

Again | disagree. One of the key recommendations in the Long Term
Housing Strategy related to the level of housing subsidy which had been growing
for along period. And the way in which the Authority was increasingly unable
to cover the costs of running public rental housing from the rents it was receiving.
And there were recommendations in the Long Term Housing Strategy
concerning the median rent-to-income ratio which were very sensible, but which
were ultimately pre-empted by a decision of this Council in the Spring of 1996
when a cap of ten percent MRIR was introduced. But it was the Housing
Bureau that was pushing, as part of the Long Term Housing Strategy, for what
was then a more rational allocation of housing resources. S0, no, it is not just
land.

-
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Mr JAMILLER:

The answer is again no. In law, as an entity the Housing Authority is a
wholly-owned corporation of the government in practice. In law it is also
subject to direction by the Chief Executive, so no, it cannot just go and do what it
wants.
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MrJA MILLER:

|

I think | have already answered that. The Authority is subject to direction.
It cannot operate entirely independently. It operates within a policy framework
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set by central government. It elaborates the operational details of that policy,
but it cannot just go off and do what it wants.
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Mr JAMILLER:

| think | understand the question better than it was understood before.
Within this umbrella policy government sets particular targets, and they change
from time to time. And some targets are very specific and some are less
specific. Where they are less specific then the Authority has a degree of latitude
about how it goes about achieving those targets. In most cases they are very
specific.

For example, if the central government says that it wants to have 50,000
units of housing on average every year, for example, then first of all the
Authority will need land for it. If central government says "and we want to
reduce the waiting list or the waiting time on average to three years by 2003",
then the Authority has as a very clear priority to look at its programme and work
out how it is going to achieve that target. It cannot suddenly say "we are going
to sell half of these 50,000 as HOS" without having regard to this very clear
target which isthe waiting list time.

But in doing this, thisis not a sort of static exercise. All of these details of
the implementation of policy are periodically discussed both within the Authority
and in consultation with the Bureau. The best way of achieving the targets can
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be affected by a whole range of very practical problems on the ground which can
upset things very quickly.
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Mr JAMILLER:

That is a very good example. It is also a contemporary example. The
Authority's accounts, in simple terms, are that it covers the cost of the subsidy for
rental housing from the profits on commercial, and it uses the revenue from
Home Ownership Scheme to fund the building programme. In recent years the
Authority has also at the government's behest begun to introduce an increasing
number of home purchase loans. And those are also funded from receipts from
basically Home Ownership Scheme sales. Now, we have been discussing with
the government for some time the question of can we offer more loans and build
less Home Ownership Scheme flats, not least because loans are economically
more efficient, more flexible and so on. And there is an agreement that that
should be done, but ...
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MrJA MILLER:

The advantage is to discuss on it, Madam Chair, if something becomes
impossible, impractical, from the point of view of the Housing Authority, and
this example is very relevant, you cannot both shut off your receipts and increase
your spending on loans. If it becomes impossible within existing finance, then
we have to discuss it with central government, and it is discussed directly with
the Bureau.

EE
ZH o REWMHEE -
Hon Audrey EU Yuet-mee:

Thank you, Madam Chairman, | just want to clarify some of the answers,
Mr MILLER, you have given. You have described generally the relationship
between the three. | just want to ask you whether there is anything in writing in
relation to your duties? Do you have a written contract or is there anything in
writing which sets out your duties?

Chairman:
Mr MILLER?
MrJA MILLER:

Madam Chair, | think aduty list was actually included in one of the answers
to one of the questions, but yes, there is a description.

Hon Audrey EU Yuet-mee:
In your case?
Mr JAMILLER:

Yes, it describes the Director of Housing's duties. It is not a contract. It
is adescription of duties.

Hon Audrey EU Yuet-mee:

| think, Mr MILLER, we have been provided with a document called, under
the reference number ...

Chairman:

Mr MILLER, may | perhaps interject and ask whether that document was a
standing document or was it just prepared for the Select Committee?
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Mr JA MILLER:

| think it is a historic document.
Chairman:

A historic document?
MrJAMILLER:

Yes, | think. | have to check. It has not been deliberately concocted for
this purpose.

Chairman:
Weéll, drawn up, drawn up, not concocted!
Hon Audrey EU Yuet-mee:

In relation to the document you produced for the purpose of this hearing
this morning, Mr MILLER, | think it includes the list of the duties of the various
Housing Authority committees and the Housing Authority, but | do not recall you
have this morning produced any document which is a historical document of
your duties.

MrJA MILLER:

I must apologise because | know that in attempting to brief myself up for
this morning | have seen such a piece of paper, but | cannot immediately place
my handsonit. | would certainly ...

Chairman:

Apparently Ms EU has looked into al the documents. Is it possible,
Mr MILLER, for you to produce that document, lay your hands on it and produce
that document for the next occasion?

MrJAMILLER:
Y es, probably.
Chairman:

Maybe next week? | think it is quite probable that we will have to
continue to next Tuesday, so perhaps when you come again please produce that
document.

21.04.2001 p.30



45‘&@/\“}%):Lﬁ?nﬁ%if}/ TEg
s of Pu

Legiglative Council Select Committee on Building Probl blic Housing Units

Mr JA MILLER:
Yes.
Chairman:
Thank you.
Hon Audrey EU Yuet-mee:

Thank you, Madam Chairman. The other question | would like for
clarification, Mr MILLER ...

MrJA MILLER:
| havejust foundit. May | produceit now?
Chairman:
Yes. | will ask the secretary to ...
MrJA MILLER:
It is extracted from Human Resources Committee Paper '97. Thank you.
EE

WEGZEEE » R1E% 7 Ik4G K2 - Thank you, Mr MILLER.
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Hon Audrey EU Yuet-mee:

Madam Chairman, does that have to be given a number or something at the
end of the day?

-4
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Hon Audrey EU Yuet-mee:

Now, Mr MILLER, you told us about the land supply and you said that the
Housing Bureau is the department, or rather the body responsible for land supply.
To what extent does the Housing Authority have any say or influence over the
speed or the timing of the land supply? Isit absolutely no control, no say other
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than saying "please hurry up with it, we are having difficulties." | mean, other
than just making a demand, is there anything it can do to influence the timing and
the speed of the land supply?

Chairman:
Mr MILLER?
Mr JA MILLER:

Historicaly it has been ssmply a question of the Chairman of the Housing
Authority and the Director of Housing continually pressing government for
delivery of land in sufficient quantity and at an even pace. It has, as | say,
historicaly been adifficult task. One of the reasons the HOUSCOM was set up
under the Financial Secretary in July 1997 was that it was a response to
considerable pressure from the Chairman and myself for a more predictable level
of supply for the Authority.

EE
Hon Audrey EU Yuet-mee:

Right Mr MILLER, related to the question of land supply, | just wanted to
clarify with you the question of lead time that you say is necessary, because in
your statement which you produced this morning, which is at the document
called SC1-HO0O035, in your Paragraph 9, you said that typical lead time is about
50 months. In an earlier document you have given us, which is SC1-H0022,
that document refers to a lead time of 62 months. Can you just perhaps just
clarify that so that when we write the report we do not get into a conflict?

Chairman:
Which isthe correct version, Mr MILLER?
MrJA MILLER:

Both. 62 was the agreed lead time prior to the establishment of the
HOUSCOM under the Financial Secretary in 1997. One of the initiatives which
came out of discussions of that committee was an endeavour to shorten the
period required for identifying pieces of land and clearing all of the necessary
inter-departmental planning processes before the site could actually be delivered
tousfor use. And we managed to secure agreement with other departments and
bureaux to shrinking that lead time significantly. The result was that we were
able to in theory reduce lead times from 62 monthsto 47. | haveto say thisdid
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not impact on the time required for work on site. It was the lead-in to planning
which was shrunk. In practice since then we have averaged around 50, which is
typical.

ZE -
REE o EGIERE ?
Hon Audrey EU Yuet-mee:

Also a clarification on some of the answers you gave. | think in one
answer you said, when you were asked whether in fact there was any need for the
Housing Authority and so on, and you mentioned in your answer that in fact it
was political because it was, the quantity of housing supply very often has got
political reasons for it and you said that the importance, therefore, of Housing
Authority as an independent body rather than just government coming in and
supplying land. You said it was political. Would that then be fair to say that
when we are talking about things like construction, very technical and where
expertise is involved, that the involvement of the Housing Authority Members is
really rather minimal, other than looking at your papers or that is the papers
presented by the Housing Department, and saying "well, | do not find anything
objectionable about that."? | mean, other than that aspect, | mean what sort of
real contribution or real contribution in real terms when we are talking about
construction can a Housing Authority Member contribute particularly when most
of them do not have expertise in terms of construction?

Chairman:
Mr MILLER?
MrJA MILLER:

| am not sure the latter statement is entirely correct if one looks at the
composition of the Building Committee of the Authority over time. Thereis a
high degree of expertise in matters professional and related to construction in that
Committee.

The contribution they make has several aspects to it. One is that they
provide a non-official check on the award of very large contracts to private sector
companies. So there is a transparency issue. Bear in mind that during a non-
peak period construction by the Authority accounts for the equivalent of a third
of government's capital spending, a very substantial sum. They provide,
individually, expertise in the field of architectural design, in the field of contract
arbitration, in the field of litigation, in the field of engineering, and so on.
There is arange of expertise, all of it related to the construction industry. They
have an expertise about the way the industry operates which enables them to
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comment in a serious and meaningful way on the proposals put up by the
Department. They do not give us an easy time.

EE
Hon Audrey EU Yuet-mee:

Another answer you gave earlier, Mr MILLER, was that you referred to
meetings which you chair, and meetings which are chaired by the Housing
Authority Chairman, and you gave me the impression that for most, that is, the
operation is realy that first of all a paper is prepared by or generated by the
Housing Department in a committee or a meeting which is chaired by you or
somebody else in the Housing Department, and then that paper is then presented
to the Housing Authority and then the Housing Authority personnel chairs or the
Member chairs that particular meeting. Is that how it operates? Can you
perhaps explain or elaborate alittle bit more on that sort of modus operandi?

Chairman:
Mr MILLER?
MrJA MILLER:

Y es, the purpose of the Chairman's meeting every Monday morning is for
him to clear al documents which are going to the Authority or its committees,
and to ensure that he is satisfied that they are properly prepared.

Hon Audrey EU Yuet-mee:

Sorry, when you are saying "he" ...?
MrJA MILLER:

He or she.
Chairman:

The Chairman of the Housing Authority?
Mr JA MILLER:

The Chairman of the Housing Authority.
Chairman:

But the document is prepared by the Housing Department under your
chairmanship of some internal committee, isthat the case?
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MrJA MILLER:

There is a huge amount of paper so excuse me if | elaborate. | chair an
Executive Board. The Executive Board clears internal discussions for a variety
of proposals for policy change or for, for example, the preparation of scheme
designs for particular projects. At the stage when these become documents
which require, or proposals which require the approval of one of the Authority's
committees, they are taken to a meeting chaired by the Chairman of the Housing
Authority attended by myself and senior staff, which is routinely every Monday
morning, and they are personally cleared by the Chairman before they are issued
to Members.

Hon Audrey EU Yuet-mee:

So, Mr MILLER, in other words you look at all the paperwork that is
produced by the Housing Department which would then be shown to the Housing
Authority Chairman, and that would be discussed every Monday morning in this
meeting chaired by the Housing Authority?

Mr JAMILLER:
Yes.
Hon Audrey EU Yuet-mee:

And this is the position throughout, that is from when you joined and
became the Director to the incidents that we are discussing, or for the subject
matter of this?

MrJA MILLER:
Yes.

Hon Audrey EU Yuet-mee:
OK.

ZE
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Hon Audrey EU Yuet-mee:

Thank you, Madam Chairman. Mr MILLER, just before the break you
were telling us about this Monday morning meeting. Can you tell us who
would attend these Monday morning meetings?

Chairman:
Mr MILLER?
MrJA MILLER:

The meeting is attended by the, well, it is chaired by the Chairman of the
Housing Authority. It is attended by myself, my deputy and the six business
directors of the Department. Individual officers of the Department appear
beforeit, presenting their papers.

Hon Audrey EU Yuet-mee:

Would there be any Housing Bureau representative?
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MrJA MILLER:

For any "policy related" paper the Bureau would send a representative.
Normally any policy-related paper will be taken in the first part of the meeting so
that the Bureau can attend and then leave.

Hon Audrey EU Yuet-mee:
So the Housing Bureau representative attends by invitation?
MrJAMILLER:
By convention.
Hon Audrey EU Yuet-mee:
By convention. Every time then?
MrJAMILLER:

If there is anything of interest to them, yes. | mean if there is no policy-
related paper then they will not be there.

Hon Audrey EU Yuet-mee:

What does that mean? Does that mean that they come sort of 90 percent
of the time or they only occasionally come?

MrJA MILLER:
90 to 95 | would say.
Hon Audrey EU Yuet-mee:
90 to 95 you would say.
MrJA MILLER:
More recently they also attend my Executive Board meetings as well.
Hon Audrey EU Yuet-mee:
The Housing Bureau representative?
MrJA MILLER:

Yes, yes.
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Hon Audrey EU Yuet-mee:

And who would this person be in terms of position?
Mr J A MILLER:

Normally it would be one of the deputies, one of the two deputies.”
Hon Audrey EU Yuet-mee:

And the Executive meeting that you mentioned, Executive Board that you
mentioned, when would that, is that a regular meeting?

Mr JA MILLER:

That is also regular, it is supposed to be a regular meeting on Tuesday
mornings but it occasionally gets bounced.

Hon Audrey EU Yuet-mee:
And the same Deputy Director from the Bureau would attend?
Mr J A MILLER:
Yes, normally.
Hon Audrey EU Yuet-mee:
And what would be discussed on the Tuesday Executive Board meetings?
Mr JA MILLER:

Again it isthings that we are doing at longer range. It will be pre-clearing
policy change or administrative change. It will also be clearing of, for example,
scheme designs for particular projects, internal administration, that kind of thing.

Hon Audrey EU Yuet-mee:
Internal administration of the Housing Department?
Mr JAMILLER:

Yes.

Director of Housing later advised that Housing Bureau is represented by a Principal Assistant
Secretary and not 'one of the deputies’ as stated at the hearing.
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Hon Audrey EU Yuet-mee:
What sort of internal administration?
MrJA MILLER;

Like for example where we are looking at the IT strategy for the
Department. Now clearly it would not make much sense to have each of the
business directors go off and do their own thing, so we are discussing how we
can provide a strategic approach to this, for example, for budgeting and the rest
of it.

Hon Audrey EU Yuet-mee:

So basically this Executive Board decides the administration of the Housing
Department then?

MrJ A MILLER:

Yes.
Hon Audrey EU Yuet-mee:

The whole running?
MrJA MILLER:

Yes.
Hon Audrey EU Yuet-mee:

And who attends the Executive Board, this Tuesday meeting?
MrJ A MILLER:

Myself, my deputy and my business directors.
Hon Audrey EU Yuet-mee:

That is the same people who would attend the Monday morning meeting
other than the Chairman of the Housing Authority?

Mr JA MILLER:
Yes.
Hon Audrey EU Yuet-mee:

| dso ...
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Hon Audrey EU Yuet-mee:
Just one.
ZE
EAEE o Y e
Hon Audrey EU Yuet-mee:

Mr MILLER, you produced for our purposes HO037. It is now given a
number, which is your job description according to this document. It has got a
date there on top which says 14th of April 1997. Can | just clarify with you
whether this means this document only came into existence round about that date,
or whether this was redly the same position throughout as an accurate
description of your job description, of your job? Mr MILLER?

MrJA MILLER:

| confess | cannot answer the question. As | say | came across this
document while | was briefing myself up for the meeting. It may well be that
there are earlier editions of the same thing but | would have to check.

Chairman:
Can you look into that and give us an update on Tuesday?
MrJAMILLER:

Yes, certainly.

Z/E
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Chairman:
Mr MILLER.
MrJA MILLER:

Yes, | have to say that the occasions of a clash of interest are few and far
between. The only one which comes immediately to mind is the question of the
outsourcing of management and maintenance functions. Clearly with the
Authority seeking to outsource there is going to be an impact on staff of the
Department, so the potential clash is should | be "protecting the interests’ of my
staff or should | be pursuing the policies of the Housing Authority. As head of
a department which is the executive agency of the Authority it is for the
Authority to decide how it deliversits services, and if it decides it should deliver
services through a private sector agency, then my responsibility as both a
Member and as head of Department, isto tailor the Department to suit that policy
direction. Hence the outsourcing which is going on at the moment.
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Mr JAMILLER:

As | said earlier in the preparations for the peak in production were
anticipated as early as 1995, and the Authority took the view that it would need
to both improve interna organisation, hence the business process review. It
would need to outsource a considerable quantity of the work to consultant
architect firms. In the event it outsourced 40 percent. And it would have to
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build up the manpower of the Department in certain areas in order to carry us
through the peak. When | arrived basically those arrangements were beginning
to take shape and | did not disagree with them and | carried them through. Itis
untrue to say that we did not build up resources internally and that we did not
listen to staff. There was quite an active process of consulting staff as part of
the Management Enhancement Programme in which we went out of our way to
find out what the concerns were on the ground and at different levels. We were
not able to respond directly to all requests but over the period we increased the
establishment of the Works, i.e. the Construction Development Division by about
670 posts.

And | think in that context one has to recognise that it would not have made
any sense to the Department to build up the Department's permanent
establishment to a level where it could produce 80,000 plus units in one year if it
was going to be reduced to 45, 50,000 the year after because you would then
have surplus bodies. Y ou would not be able to offer long-term careers to people
that you hired three years earlier. So the increase in establishment was
generally through contracted staff.

-3
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Ir Dr Hon Raymond HO Chung-tai:

Thank you, Madam Charman. | would like to put a question to
Mr MILLER on the relationship that the Housing Department has with other
bodies, and | would like you to give us broad answers rather than details of the, |
understand you like to give to us. Now, in the job description, under reference
SC1-HO0037 you have just given us, Item (1) says that under your duties and
responsibilities you have to give necessary leadership to direct the
implementation of HA's decisions, etc, and Item (6), to be the controlling officer
of the Housing Department. So in other words you are the leader of some
14,000 staff members within your Department.

In around say '97/98, about three years ago, you introduced privatisation
programme which has affected the morale of the 14,000 staff with the problem
still continuing at the present time. Now, because staff are very important to
implement this very ambitious housing programme, at the time when this
bunching effect that you mentioned just now to us was already in sight and the
peak of the housing programme was aready there, did you foresee any problems
at that time, or did you say that this privatisation programme was initiated by
yourself or did it come from Housing Bureau, or because your staff are actually
civil servants, did this programme come from the Civil Service Bureau?
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Chairman:
Mr MILLER.
MrJA MILLER:

Did | foresee any problems? Yes, lots of them. The impetus for
privatisation has a particular starting point, and that is the selling off of large
guantities of public rental housing under the Tenants Purchase Scheme. The
Housing Authority, prior to my arrival, in search of greater efficiency, savings,
better service, whatever, had aready embarked on a limited programme of
outsourcing management and maintenance functions.  All new HOS courts were
outsourced. Shortly after | arrived that was extended to new rental estates. But
the introduction, following the Long Term Housing Strategy paper of 1996/97,
of a Tenants Purchase Scheme in which government pledged to sell off 250,000
units over ten years, 25,000 each year, meant that we risked a sort of salami slice
redundancy over a very long period unless we gave staff the opportunity to
transfer into the private sector.

Let me explain that. Under the Tenants Purchase Scheme the new owners
of an estate collectively are required to form an owners corporation, and within
two years they are required to take a formal decision as to who manages and
maintains those estates. The risk was and remains that they will not choose the
Housing Department. And if collectively the owners corporations of all of
these estates as they are sold off year by year said "no, thank you, we do not want
your services', the risk was that there would be slice by slice redundancy. To
be fair to staff it seemed to me that we would have to bring in early a phased
transfer, which provided an incentive for them to go into the private sector. The
resulting negotiation — sorry, | have to say that | dealt very directly with staff
both in the unions and collectively through open forums in flagging up the
dangers of doing nothing over a period of eighteen months before we did this.
In the event the negotiations were quite noisy and my staff proved to be very
good negotiators, and between us we managed to get a very good package
together, as a result of which, as you know, a third of the relevant staff have
already volunteered to leave. Some of them have set up their own companies.

The key point is that in the first phase of the Tenants Purchase Scheme at
the end of Y ear 2 al the estates chose not to hire us.

Ir Dr Hon Raymond HO Chung-tai:
Madam Chairman, sorry ...
ZE
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Ir Dr Hon Raymond HO Chung-tai:

| was not asking for details, Madam Chairman. In fact, | was asking if this
privatisation programme was actually initiated by Mr MILLER or was it passed
on to the Department by another bureau, whether it is Housing Bureau or Civil
Service Bureau. That was my question.

Mr JA MILLER:

The Tenants Purchase Scheme was part of the Long Term Housing Strategy
and therefore central government policy. The consequences were recognised by
myself and therefore | built on the existing programme of outsourcing to pull
together the phased transfer scheme.

Ir Dr Hon Raymond HO Chung-tai:

Chairman, if this privatisation policy came from the government and you
are heading 14,000 civil servants and you are facing such strong objections from
such alarge number of civil servants, would you not be in a position to go back
to the central government to say that there were problems that you were facing
with the staff at that time?

ZE

HEGE (A 2 — i ke - BRI E BBUFNE < » I8
o & i e 2 ST v R E E A FT 2 A R R B ER T Y

Mr JA MILLER:

Chairman, quite clearly, the risks | have highlighted were there. My
proposals for dealing with it were the phased transfer. These were discussed in
detail with other bits of government, Treasury, Civil Service Bureau. Did we
know that this would result in considerable friction with staff? Obviously we
did, but it was necessary.
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Mr JAMILLER:

Madam Chair, it has been my privilege during my service to work as
private secretary to then Governor MACLEHOSE, to work in the Bureau, (the
Housing Branch at that time), at another time in the Department before coming
back as Director. So, before coming back as Director | had seen from all three
angles the sort of dynamic which exists in policy formulation and delivery.
And it is typified by ambitious targets at the top, practical engineers and
architects at the bottom, and somebody sandwiched in the middle that is called
the Bureau. And | think that position in the middle can be quite uncomfortable.
As a private secretary | saw housing targets and production figures change
guarter by quarter, and an angry exchange of views on this change of numbers.
| have to say that | have a great deal of sympathy with practical engineers and
architects who have to deliver the product on the ground.

So, when | came back to the Department and saw the beginnings of what
appeared to be an unreasonable peak | expressed my concerns very quickly, and

21.04.2001 p.45



TEUARRERENEYEEAY
s of Pu

Legislative Council Select Committee on Building Problem blic Housing Units

in November of that year, as | said, we (myself and the Chairlady) discussed with
Members of the Development Committee of the Authority what we believed to
be a more reasonable approach to carrying production through that peak by
flattening it. In practice that figure - | think we calculated it would be in the
region of 82 to 83,000 - and as you will see from my oral statement today we
camein at slightly over that. But informally we planned to come in at the lower
figure. In practice over the period between 1996 and last year we slipped
47,000 units from the original targets. This | regard as a very practica
approach to solving the problem.
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MrJA MILLER:
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We discussed the problems and | advised the Secretary in writing what |
was going to put before the Development Committee in November of that year.
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MrJA MILLER:

In general yes. The Chief Secretary referred in her speech recently to
speaking truth unto power. She and | believe in the same thing. If something
IS unreasonable, cannot be achieved, then a civil servant is obliged to tell his
policy masters that it is not achievable. | have always believed that to be the
case.
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MrJAMILLER:

Members of the Authority's sub-committees are appointed by the Chairman
of the Housing Authority. The Department offers its advice, but ultimately the
choice is the Chairman's.

The functions of the Building Committee are: (1), to look at scheme designs
and approve scheme designs ...

Hon LAU Ping-cheung:
(inaudible)
Mr JAMILLER:

Yes, but | have to say that before | get to the answer to the question. Two
functions: one is design and the other one is tendering. Therefore we need to
have members who are able to provide input on both, and traditionally the
Authority has looked for a combination of professional skills which suit both
puUrposes.
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MrJA MILLER:

We have volunteers. We have a range of professiona and other
associations that occasionally will talk to us. We have colleagues in other parts of
government whose advice we seek. And we pool these together once a year in
reviewing the likely departures and arrivals, and we make recommendations to
the Chairperson. The Chairperson occasionally has his or her own ideas.

Chairman:

So actually you keep alist of all these volunteers and recommendations or
whatever, and then as and when needed then you would produce that list and
tender your advice to the Housing Authority Chairman?

Mr JA MILLER:

| would not say, it is not anything as formal as a standing list, but we do
look out for who is leaving and therefore who might need replacing and we
consider all of the possible options
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MrJA MILLER:

| can elaborate. There is nothing formal written down, but the objective
clearly isto provide people who are able to give the Authority the advice it needs
in these areas, therefore in a rational way to ensure that there is a proper
representation of the necessary expertise.

Chairman:

What is a proper representation? 30 percent? 40 percent? Half?
Exceeding half, or whatever?

MrJA MILLER:

Itis, | would say normally more professional and less grassroots.
FIREZR -
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Mr JAMILLER:

| think the terms the Honourable Member is using are perhaps a little too
precise. We need people who have relevant professional experience, some of
whom may be practitioners, some of whom may be academic but still highly
qualified, some of whom are not necessarily construction professionals but are in
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the associated professions, whether it is law, accountancy, arbitration or whatever.
So we are looking for expertise and experience. We have a problem
traditionally with ensuring that we get representation which, as far as possible, is
not prejudiced in some way by conflicting interests.
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Mr JA MILLER:

| think we have provided an answer to one of the questions for the last four
or five years worth of membership. | think from that you will see it is about
two-thirds related and one-third not quite so closely related.

BIFE#E -
E MR AS R T A ROR 2 R K B R E (LI 7
MrJAMILLER:

It is about the same.
F/E -
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Mr J AMILLER:

We do not provide any dedicated assistance to Members of any of the
committees outside of the committee secretariat. But if any member of any
committee, or any Member of the Authority, wishes to seek information or
advice on any subject they are free to approach any member of the Department
for it.

| have to say that, within the Building Committee, the degree of scrutiny
which | have witnessed over the last four and a half years has been a tribute to
the work of the individuals of that Committee. They do not give us an easy
time.
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Mr J AMILLER:

Normally they will approach the business director direct. Occasionally
they will talk to individual directorate members, but if they have queries, serious
queries, they will raise them in Committee.
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Mr J AMILLER:

| think there are two sorts of supervision. There is the supervision of the
progress of individual projects and their costs, and soon. That ishandled by the
regular presentation at each meeting of progress reports on all projects in hand
which include a number of projects delayed by x number of months and so on,
and which highlight particular problems with particular projects. There is a
second level of supervision which relates to the performance of the contractors
and consultants who work with us, and that is a formal mechanism which
involves the drawing up of lists of eligible contractors and consultants and the
disciplining, where necessary, of those that fall short of our requirements. The
performance of contractors and consultants is reviewed regularly by the List
Management = Committee, which is chared by the Business
Director/Development and the recommendations of that Committee are taken to
the Building Committee for endorsement or otherwise.
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Mr J AMILLER:

Essentially it is integrated. The Housing Bureau mechanism which the
Member referred to was established after the HOUSCOM was set up in second
half of '97 under the Financial Secretary and was designed to try and ensure that
all projects were kept on track, whether they were our own, or PSPS, or Housing
Society's.  Under that system each of the project managers within the
Department is required to report changes to the scheduled progress of any given
project. If thereis achange to the schedule of a project, if something is delayed
or the number of flatsinvolved is changed because of a design change — that kind
of thing — that has to be reported. Each of those requests for a change is routed
through me. | have to sign it off before it goes up to the Bureau and is entered
into their own computer system. But the numbers, although there might be
dlight mismatches in time, the numbers are the same, the dates are the same, and
in our regular reports to both the Building Committee and the Strategic Planning
Committee on progress we use essentially the same data.
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Mr JAMILLER:

| am afraid | am not familiar with that particular term.
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Mr JA MILLER:

Yes, thank you. The Strategic Planning Committee is chaired by the
Chairman of the Housing Authority and is composed of all of the chairmen of the
Housing Authority sub-committees, including therefore the Chairman of the
Building Committee. They provide the high level supervision of progress
towards meeting agreed targets. They and other Members are involved in an ad
hoc way in visits to sites, for example, where we have particular problems.
They are not involved in a day-to-day way in the supervision of individual
projects.

ZE
(M RFEE -
Ir Dr Hon Raymond HO Chung-tai:

Thank you, Madam Chairman, | would like to raise a question aso on the
work of this Building Committee. This Committee, apart from monitoring the
progress of the construction and maintenance programme, it has got at least five
items of work as given under reference SC1-H0020. Actualy all these items
are related to, for instance, approval of briefs, plans and designs for alot of these
housing estates, construction projects, and aso approving tenders and
appointment of consultants, etc. But looking at the appointees or members of
the Building Committee, for instance for the year 1995/96 given under reference
SC1-H0021, | can say that out of some twenty members only about six or seven
members are related to the construction industry or have had adequate experience
in construction industry.

Now, with such a heavy programme of implementing this housing
programme, there must be a lot of work to be approved and assessed and
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discussed. Would you say that at the time when the workload was coming to
the peak the Building Committee would increase the frequency of the meetings
or rather and because a lot of the papers were actualy given to them and they
would approve the papers as a matter of course without thorough deliberation at
meetings?

ZE -
i B2 e
Mr JAMILLER:

The Housing Authority's Business Committee is arguably the busiest of all
of the, sorry, the Building Committee is arguably the busiest of all of the
committees. It is routinely meeting once a month. During the lead-up to the
peak it has in practice met more frequently and has had to deal, obviously,
urgently with a number of problem cases. But every effort has been made to
ensure that papers are put to the Committee sufficiently in advance for Members
to be able to study them and come to a sensible view on them. Thereisavery
heavy workload. It is a huge volume of papers, but | have to say they have
given, certainly from the discussions in the meetings, they have given great
scrutiny to these papers.

Ir Dr Hon Raymond HO Chung-tai:

What efforts, Mr MILLER, in this case as | asked whether or not the
frequency of meetings was increased to deal with the number of issues arising or
just ask them to approve the papers produced?

Mr JA MILLER:
The frequency of meetingswasincreased. | can give you data on that.
Ir Dr Hon Raymond HO Chung-tai:

Madam Chairman, because as | said, about a third, at most one-third of the
members are construction-related. How can they deal with so many technical
Issues at their meetings, particularly when they have to decide on which types of
piles to be included in tenders produced for the construction industry? Would
the Building Committee have to go to other sources for assistance?

-4
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MrJA MILLER:

On the particular question of piling contracts the process is that for a site
the geotechnical engineer for that site will arrange for site investigation.  That
information will be made available to the structural engineer who will produce a
feasibility study, including the recommended type of piling for that, or types of
piling which may be used for that site. That will be cleared by the chief
structural engineer before tender documents are issued. Members must
understand that for 95 percent of piling these contracts are design-and-build, i.e.
the design is a matter for the contractor. So, although the tender specifications
will indicate the types of pile which may be used, the choice of design will be for
the contractor. So tenders go out with the data. Tenders are returned. They
are then vetted for compliance by the same piling team before a recommendation
is put to the Building Committee.

Ir Dr Hon Raymond HO Chung-tai:

Madam Chairman, this is exactly the gist of my question, because piling
design is carried out by contractors because it is kind of design and build system,
and the members of the Building Committee, in other words, have to just rely on
what the contractors or the tenderers produce for your approval. But | was
saying since only one-third of the members of the Building Committee are
construction related and it may or may not be one or two who have experience in
piling, design or construction or piling works in the past, how can this Committee
approve the tenders from the contractors, because the tendering has been
prepared on the basis of design-and-build?

MrJA MILLER:

Thefirst point isthat the designs, first of al the site investigation feasibility,
whether it is in-house or contracted out, is vetted by in-house professionals.
The tenders which are received are vetted by the same in-house professionals.
These are professional recommendations which are put to the Committee. That
does not mean that they are rubber-stamped. We have had experienced
engineers and other professionals on the Committee who have raised questions
about piling schemes, design and types over the years.
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MrJA MILLER:

| think to provide an accurate answer to that | would have to defer until the
next meeting, but in general terms during the build-up to the peak, so end of '97
through '98, middle of 97/98, the frequency of meetings was at least 50 percent
higher than normal, and the duration of meetings was considerably extended.

e
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Ir Dr Hon Raymond HO Chung-tai:

Madam Chairman, | would like to follow up with the very important
guestion on this same issue, because the Housing Department has been allowing
the tenderers to propose the use of thistype of pre-cast pre-stressed concrete piles
which have resulted in some problems a some of the sites that we are
investigating. But this type of pile has not been frequently used by the
government's works departments nor the private sector. How can the Building
Committee accept the designs based on the use of this type of pile as proposed by
the tenderers? Would it be just a matter of judgement on the price alone, not the
technical aspects of the proposed design submitted by the tenderers? Isthat the
case, Mr MILLER?

Chairman:
Mr MILLER.
Mr JA MILLER;

If | could answer the second half first. The structural engineering teams
that vet piling designs look at both piling type and feasibility. They have to
ensure that the design both meets the requirements of the original tender and is
technically feasible, and then they look at cost. If for whatever reason a tender
is debarred for failing to meet specification then they exclude it.

But if | could come back to the first half? | am not an expert in this field,
as must be well known, but pre-cast pre-stressed concrete piles were introduced
into Hong Kong in the early 1980's and were approved by Building Department
for use. They have been used by the Housing Department quite regularly from
the middle 80's onwards without particular problems. They have also been used
by other parts of government and the private sector, though | understand that in
the private sector they have become less common in the last ten years. They are
still an approved piling method.
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Chairman:

Perhaps to help, was there any discussion at the Building Committee on the
type of piling to use, the adequacy or otherwise of these piling methods?

MrJA MILLER:

From the record | understand that in the early part of 1996 a question was
raised by one member about the appropriateness of using this type of pile, partly
because it was not being used so often in the private sector, and a paper was put
to the Building Committee in the Spring of ‘96 on pile types.

Ir Dr Hon Raymond HO Chung-tai:

| wonder if Mr MILLER could give the relevant parts of the minutes of that
meeting to us after the meeting?

Mr JA MILLER:
| am quite happy to provide both the paper and the minutes.
Ir Dr Hon Raymond HO Chung-tai:

That is the first one. The second one is Mr MILLER has not redly
answered my point related to whether the Building Committee mainly concerns
with the prices of the tenders or adequate emphasis is given on the technical
adequacy of the designs produced by the tenderers?

Chairman:
Mr MILLER?
MrJA MILLER:

As| attempted to say earlier in the in-house scrutiny which is given to these
tenders by the professionals within the Department, they have to give regard first
to whether or not the tenders meet the specifications of the project, and if they do
then they look at price. My views on the way in which we have traditionally
procured piling contracts are, as | said in my opening statement, are a matter of
record and they are partly reflected in the reform document. But they have
nothing to do with piletype. They have everything to do with the economics of
the contract.

Ir Dr Hon Raymond HO Chung-tai:

My last point, Madam Chairman, if Mr MILLER is saying that the Building
Committee will have to rely on the proposals and recommendations of the staff
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members of the Department, would you say really the Building Committee is a
rubber stamp in view of the size of the Committee and the amount of work that
the Committee has to deal with?

Chairman:
Mr MILLER?
Mr JA MILLER:

No, | would not describe it as arubber stamp. Members of the Committee
have routinely queried the recommendations of the Department in respect of both
piling and superstructure contracts.

Ir Dr Hon Raymond HO Chung-tai:

Also, Madam Chairman, could Mr MILLER produce records of such
meetings to us on this particular point after the meeting, where Members of the
Building Committee actually queried the proposals from the technical staff of the
Department?

Mr JA MILLER:

That may be a very tall order going back four and a half years worth of
documents, but if you want ...

Chairman:

We do have records of some of those meetings so perhaps you can pick that
up later on after looking through that pile that we've received, OK? 2| /§ = 3%
=

==
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MrJAMILLER:

| understand the first part of the question but | am not quite sure what you
mean by the second part. Perhaps if | deal with the first part first and then we
can come to the second part.

As | said earlier my views on procurement have already been set out. |
think historically the reliance on essentialy design-and-build and lowest bid as
technically acceptable formulas is not particularly clever. It works, has worked
well in arising economy. | would suggest that when an economy begins to fall
there are repercussions, but that has much more to do with the structure of the
contracts than the bidding itself.

One of the questions that | asked myself when this rash of problems
occurred was, "what isit that is driving the cheating?’, to put it crudely. And as
an economist | looked for economic reasons. The way in which the Authority
has traditionally structured its contracts has over time resulted in the transfer of
risk onto the shoulders of the contractor as a means of reducing the Authority's
risk. Now, in practice that is illusory. If you transfer risk onto the shoulders
of the contractor alone, then when he goes under, you have problems,

In crude terms that is translated into, for example, levels of liquidated
damages which in respect of the Home Ownership Scheme projects would
bankrupt the contractor if he is one month late. No provision in contract for
unexpected ground conditions and so on and so forth.  While on paper design-
and-build will get you the most efficient, the most economically efficient design,
in practice it builds risk into the system. So as part of that document (the
consultative document) and subsequent reforms we have altered the economics
of the contract so that risk is shared more equitably. Therefore when there are
problems the contractor is more likely to come and seek assistance than he would
otherwise.
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Mr JAMILLER:

| understood the question perfectly but my concerns are dightly different
from yours. To answer the question directly, with a financially autonomous
organisation such as the Authority | think it is entirely appropriate that it is the
non-official members of the Authority that predominate in Committee. In the
case of the Central Tender Board it is rather different. It is an entirely
bureaucratic organisation.
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Mr JA MILLER:

It isthe responsibility of all Members of the Department to provide the best
possible professional advice to the Authority and its committees. It is for the
Authority to take decisions on the basis of that advice or to seek alternative
advice as it quite frequently does in the form of contracting out for certain types
of advice. But | do not see that as a flaw in the system. As | say, for a
financially autonomous organisation such as the Housing Authority, | think it is
entirely appropriate that it is the non-officials that predominate in the decision-
making forum.
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Mr J AMILLER:

To answer the first part first. | think the principal flaw has been in the
manner of procurement and the structure of the contracts. | have said that
publicly. | have repeated it today. As regards improvements, one of the
improvements which | think we should be looking at is to divide the two types of
work | described previously so that the Tender Board becomes a Tender Board
and design functions are handled separately.
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MrJAMILLER:

As | said earlier they (the Building Committee) have been the busiest and
the most hard-working of our committees.

-4

WHEBE B ]2 B L SCF - RRIRATDAE B Z9tiE 5
] R -

BHH#EE -
A5 BiEs » BARFBEAPESH - 2 2
-3

i EERAESRZMEE - WAL T F 126307 »
2N BE B ARVCEE IR 2 R 1E - B 2H 2410 (8 B 1] =) T 47 215 3077 7
8T IR AR - RS B R O A S I R o B 2R O A IR BLAE T DA
BIE - &UEE  WMAWERERGH » T EMMER -
H A B2 R WA 2 3R B B R b P ARy R A - AR RE T R
M ZHE - SR EFES I gR=EC-

(BFaR B¢ T F 1205307 75 )

21.04.2001 p.64



