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IEETEBEEBRE
Spouses of Expatriate Workers Seeking Employment in Hong Kong

1. DR DAVID LI: Madam President, in response to my question at the
Council meeting on 19 November 2003, the Secretary for Security stated that
under the revised policy introduced on 1 July 2003, dependants of persons
granted entry into Hong Kong had to apply for permission from the Director of
Immigration before they could themselves take up employment in Hong Kong.
The Secretary also pointed out that this policy was in line with practices adopted
in many developed economies, including Canada, New Zealand, Singapore and
the United States, whereby dependants in similar circumstances required
permission for taking up employment. However, it has been reported recently
that Australia, Britain, Canada, New Zealand and Sweden give spouses of
expatriate workers the automatic right to seek employment, while the United
States grants work permits to spouses of certain categories of people, notably
managers or executives of multinational firms. It has also been reported that
the results of a survey show that restrictions on a spouse’s right to work are now
the principal reason for employees to refuse an overseas posting. In this
connection, will the Government inform this Council:

(@) of the number of arrivals in 2004 who are the spouses of persons
granted entry into Hong Kong to take up employment and, among
them, the number of those who have been given permission to take
up paid employment in Hong Kong, broken down by gender;

(b)  whether Invest Hong Kong (InvestHK) has evaluated the impact of
the above government policy on the ability of firms in Hong Kong to
attract and retain talents from abroad and, if so, of the evaluation
results; and

(c)  whether the Administration will consider revising the relevant policy
in order to bring it into line with the existing practices adopted in
Canada, New Zealand and the United States?
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SECRETARY FOR SECURITY: Madam President,

(@)

(b)

The current policy governing the employment of dependants of
persons with permission to work in Hong Kong (the policy) was
introduced on 1 July 2003. With effect from that day, dependants
have to apply for permission from the Director of Immigration
before they themselves can take up employment in Hong Kong.
The policy does not affect persons who had been admitted into Hong
Kong as dependants, or whose applications for admission as
dependants had reached the Director of Immigration before the
commencement date of the policy. | should stress that the policy
does not seek to impose a wholesale prohibition. The dependants
concerned may still work provided that they meet the eligibility
criteria under the general employment policy (GEP) which applies
to all overseas persons who seek to enter Hong Kong for
employment. A key requirement is that the employment concerned
Is one which cannot be readily taken up by the local workforce. If
indeed it can be demonstrated to the Director of Immigration that the
job sought by a dependant cannot be readily taken up by the local
workforce, this will be a strong factor arguing for favourable
consideration by the Director, provided of course that the other
criteria under the GEP are also met.

In 2004, 3 693 dependants to whom the policy applied were granted
permission to join their spouses in Hong Kong. Whilst a detailed
breakdown is not available, it is believed that the majority of them
were dependants joining spouses who had been granted entry into
Hong Kong to take up employment. In 2004, 267 dependants
applied for permission to take up employment in Hong Kong under
the policy and 238, or 89% of all applicants, were granted approval.
Of the remaining 29 cases, one was refused, 23 were withdrawn,
and five were being processed at the end of the year.

InvestHK has not conducted a formal evaluation on the impact of the
policy on the ability of local firms to attract and retain talented
individuals from abroad. However, upon the inception of the
policy, InvestHK has indeed received representations from its
contacts that the cancellation of spouses® automatic right to work



rkE — 2005F 48 6 H
LEGISLATIVE COUNCIL — 6 April 2005 13

represents the loss of a competitive advantage which Hong Kong
previously enjoyed. To address such concerns, the Government
has been proactively explaining to the business community that the
policy is required to provide reasonable protection for local
employment, and is generally in line with practices adopted in many
developed economies. Furthermore, the application procedures
for dependants who wish to take up employment are not onerous,
and the approval rate, as seen from the above figures, is in fact
rather high. There has so far not been any sign that the ability of
local firms to recruit from overseas has been seriously affected by
the policy. In 2004, the Immigration Department received a total
of 21 098 entry applications under the GEP, representing an
increase of 19% over 2003.

(c) We understand that our policy is in line with practices adopted in
many developed economies, including Canada, New Zealand,
Singapore and the United States, whereby dependants in similar
circumstances require permission for taking up employment. We
will continue to keep our policy under review to ensure that it meets
the changing needs of society.

DR DAVID LI: Madam President, according to a visa provision signed into law
in the United States in January 2002 for family transfer to the United States by
multinational companies, | quote, ""the Attorney General shall authorize the alien
spouse to engage in an employment in the United States and provide the spouse
with an employment-authorized endorsement or other appropriate work permit."
Would the Secretary for Security please explain how our system, which requires
both sponsorship and permission before a spouse may take up employment, is in
line with the above policy in the United States, which provides the unrestricted
right to work for spouses of those transferred by their companies?

SECRETARY FOR SECURITY: Madam President, the United States has
issued many different kinds of visas to family members of H-type, L-type,
E-type, O-type and P-type visa holders. These dependants may accept
employment if they have been granted employment authorization, that is to say,
they have no automatic right to employment. The authorization is not for
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dependant children of E and L categories. The categories mentioned by Dr the
Honourable David LI is related to holders of the L-type visa, that is,
intra-company transferees who are employees of a multinational company
providing services to its subsidiary or affiliate in the United States in a
managerial, executive or specialized category. As for the other categories,
such as the H-type, temporary workers, foreign nationals providing temporary
services, employment or labour, the H classification has several sub-categories
as well, including one for trainees. So, there are many kinds of visas issued by
the American Government. The visa type mentioned by Dr David LI is only
related to one type of visa, that is, the intra-company transferees. In general,
for the other types, the right to employment of dependants is not automatic.
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TTHINE 2 IR Z IR - BIATE) BE TR 77 0T (R B 77+ (X 1L 1~ F1 38 BCRT £ 22 77 16T
HIE R+ T HAEF AT B 2Z 8 5 JBF R H 55 o 7740 17 BE ] 28 A5 26 &
WE 2 SF FEN 1 I8 L2 & R Y B A E 1 1B » F K6 21 38 R 75 28 7 1] 78 T
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R - Mg SRR ECE e EER LIE - D8 T HMERIMEE AT -
FERRRE - AREFE ( "ARHR" )RS KEIER - LHEEE S
BRME FREECR - WML EMEMEE EETEEHBORNE A — 28t -
PR SR AN A M A ER & AR E R R piE R AT RE R
B > P M2 A Al Re 1) 4 5 R ( B An i) & 5 e TRE 5 ) MR RR Y - FEBH IR B
Pr 7 mpe AR EEA BRI BRI - AR iR & R Ml & B R
A H A B SR G B mlE M E R R

MR JASPER TSANG: Madam President, the policy to abolish the automatic
right to work for spouses is, according to the Secretary, for the purpose of
protecting local employment. The policy was introduced in 2003 for good
reasons obviously since we were having very high unemployment rates then.
Now that the economic situation is improving, is it the intention of the
Government that when the employment rate reaches a certain level, the policy
can be relaxed so that the automatic working right for spouses could be restored?
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SECRETARY FOR SECURITY: Madam President, | think the current
unemployment rate is still standing at 6%, and | do not know whether it is high
or low. Many years ago, our unemployment rate was at about 1.5% or 2%, and
that was what | called low. | can assure the Honourable Jasper TSANG that we
will continue to review our policy from time to time. But at this point of time,
there is no plan to change the current policy.

MS EMILY LAU: Madam President, this is a follow-up to Mr TSANG's
question. Can the Secretary tell us the number of those spouses who had taken
up jobs when the policy was introduced in 2003? s it an established fact that
the policy was introduced because they had taken away lots of jobs from local
people? Can you give us some figures to show how serious the situation was?
| also agree with Mr TSANG and my other colleagues that the situation has now
changed, and if we want to be an international business centre and financial
centre, we want to attract people to come here ......

TR BENEE  EREERRER  FTE2ERIMITES -

MS EMILY LAU: No. | want to ask him whether the policy can be
reconsidered.

SECRETARY FOR SECURITY: Madam President, 1 am sorry | do not have
the figures at hand now of the number of dependants who had taken up
employment before the change of policy. | would check and provide them in
written form. ( Jff§% 1)

Madam President, | told the Honourable Jasper TSANG that we will
review our policy from time to time, but one very important fact is that the
current policy, as we see it, does not hinder foreign firms from recruiting
talented people from overseas. This is borne out by facts and can be witnessed
by the figures | just quoted: The number of foreign talents admitted into Hong
Kong in 2004 rose by as much as 11%, as compared with 2003. As we see it,
the current policy does serve Hong Kong well, and it also serves the business
community well. That is why | also said before that at this moment, we have no
plan to change the current policy.
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DR DAVID LI: Madam President, according to the figures presented by the
Secretary for Security, only 6.4% of those who arrived as dependants last year
have been granted permission to work. This is a very low rate. Is the
Secretary for Security aware of how many of the other 93.6% are keen to take up
employment but have been prevented from doing so because of the difficulties in
appointing a sponsor?

SECRETARY FOR SECURITY: Madam President, although the number of
dependants entering Hong Kong in 2004 stood at 3 693, only 267 of these
dependants applied for permission to work in Hong Kong. That reflects the
number of dependants who wish to take up employment in Hong Kong, but that
does not mean our policy is debarring the rest to work in Hong Kong. This is a
point | wish to make clear. Of these 267, 238 were granted permission to work
in Hong Kong, and that means 89% of the applicants were granted approval to
work in Hong Kong. Madam President, | must say that this is a very high
percentage.
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Implementation of International Covenant on Economic, Social and
Cultural Rights
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(2005 FHRITE (85T ) ERAIEZE)
BANKING (AMENDMENT) BILL 2005

SECRETARY FOR FINANCIAL SERVICES AND THE TREASURY:
Madam President, I move that the Banking (Amendment) Bill 2005 (the Bill) be
read the Second time.

The main purpose of the Bill is to amend the Banking Ordinance to provide
for the implementation in Hong Kong of the revised international capital
adequacy framework, promulgated by the Basel Committee on Banking
Supervision (the Basel Committee) in June 2004 and commonly known as ""Basel
[1".  The Bill also contains a few proposals to enhance the operation of
individual provisions of the Banking Ordinance in the light of experience.

(RMEEEIAREREANRERFIR)

To ensure stability of the banking sector, bank supervisors around the
world have a strong interest in maintaining adequate capital in the banking
system, and this has generally been achieved through imposing minimum capital
requirements.

The Basel Committee published in June last year a new capital adequacy
framework, Basel IlI, which adopts a three-pillar structure for enhanced
identification, quantification and management of risk. The three pillars are
minimum capital requirements, supervisory review process and market
discipline.

The benefits of and the need for implementing Basel 11 in Hong Kong are
clear. First of all, the greater risk sensitivity of Basel 1l and the inclusion of a
wider range of risks in the assessment of capital adequacy will further enhance
the safety and stability of the banking sector.

Secondly, since Basel Il will provide incentives to banks to adopt the best
risk management practice, it will improve their ability to offer to customers, and
use internally, more sophisticated products such as derivatives. It will also
enhance banks® ability to assess lending to sectors such as small and medium
enterprises, and allow for better risk-adjusted pricing. This means lower rates
for better customers.
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Hong Kong is a major international financial centre and we take pride in
having a regulatory regime on a par with international standards. It is important
that we are committed to adopting Basel 1I.  Actually, Basel Il is an enhanced
version of the capital adequacy framework we have already subscribed to.
Other major non-Basel economies, such as Australia and Singapore, have
decided to adopt Basel Il in full.

The Hong Kong Monetary Authority (HKMA) will adopt a menu-based
approach in implementing the new regime, providing authorized institutions (Als)
with a choice of options of capital charge calculation methodologies, depending
on their size of operations and sophistication in risk management. Those
institutions which opt for the advanced approaches will be given a transitional
period up to the end of 2009. The HKMA has also developed a basic approach
for Als with small, simple and straightforward operations. In other words, we
are working towards a pragmatic and proportionate approach to ensure that Hong
Kong gets Basel Il implemented in the right way.

The calculation method for the capital adequacy ratio under Basel Il is
much more complex than that currently embodied in the Third Schedule to the
Banking Ordinance. For this reason, attempting to incorporate all the detailed
Basel Il requirements and methodologies in the Banking Ordinance will be
neither practical nor effective. Furthermore, there will be a continuing need to
revise the capital adequacy ratio regime in Hong Kong to keep pace with both
industry developments and international practices. We therefore propose that a
rule-making approach be adopted, under which the Banking Ordinance will
provide for the revised capital adequacy framework to be operated in accordance
with rules to be promulgated by the HKMA.

| have to emphasize that the proposed rule-making powers for the HKMA
are confined to those strictly necessary for implementing Basel 11 in Hong Kong,
and will be subject to negative vetting by the Legislative Council.

Apart from providing for the implementation of Basel Il, the Bill includes
some miscellaneous amendments to improve the working of the Banking
Ordinance in the light of experience. | would like to highlight three major
points:
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(@) Clause 7 of the Bill seeks to confine the liability of a manager of an
Al for certain contraventions under the Banking Ordinance to the
case where the contravention results from an act or omission of the
manager himself or a person under his control. This amendment is
proposed to address the banking industry's concerns on the present
strict liability offences in the Ordinance, which extend liability to
every manager of an Al in contravention;

(b) Clauses 9 and 13 expressly provide that the HKMA may publish
details of his disciplinary decisions in respect of Als* securities
business. The amendment is proposed to allow the HKMA to
publish his disciplinary decisions in a manner similar to that
followed by the Securities and Futures Commission, thereby
maintaining a level playing field between those persons regulated by
the two regulators; and

(c) Finally, it is proposed that the HKMA be allowed to extend the
ceiling of the minimum capital adequacy ratio of licensed banks
from 12% to 16%, which is currently the figure applicable to
restricted licence banks and deposit-taking companies.  This
amendment under clause 5 serves purely to allow the HKMA to set
higher minimum capital adequacy ratios should extraordinary
circumstances so require.

The HKMA has undertaken extensive public consultation on an ongoing
basis in developing the implementation plan for Basel Il. Responses received
have been supportive. A number of comments on the technicalities are being
addressed in finalizing the detailed implementation proposals. The
Administration has also taken into account the feedback of the industry and other
interested parties in finalizing the Bill.

Madam Deputy, Hong Kong is one of the first group of jurisdictions
globally working on the implementation of Basel Il, and this is important. It
keeps us at the forefront regionally and internationally, reinforcing our position
as one of the major international financial centres in the world. The HKMA
intends to implement Basel Il on 1 January 2007, in accordance with the Basel
Committee’s timetable. Passage of this Bill will be important for the HKMA to
proceed with other preparatory work including the drafting of Capital Rules and
Disclosure Rules.

| hope Members will support the Bill. Thank you, Madam Deputy.
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DR RAYMOND HO: Madam Deputy, as Chairman of the Bills Committee on
Vocational Training Council (Amendment) Bill 2004 (the Bill), I wish to report
on the main deliberations of the Bills Committee.

The main purpose of the Bill is to empower the Vocational Training
Council (VTC) to perform its statutory functions outside Hong Kong.

Some members have queried whether the proposed sections 6(3) and 6(4)
are consistent with the objects of the VTC, and whether the powers conferred by
these provisions would exceed the objects provisions in section 5, as there is no
reference for the VTC to carry out its activities outside Hong Kong. As the
participants of extra-territorial activities to be conducted by the VTC may
include non-Hong Kong persons, it is questionable whether the extension of a
power to provide training to non-Hong Kong persons outside Hong Kong and
whether the use of public money to finance such activities for the education and
training of non-Hong Kong persons are within the scope of the objects
provisions.

The Administration has explained that section 5 of the VVocational Training
Council Ordinance (the Ordinance) sets out the objects of the VTC. However,
the section does not specify any territorial limit of the objects. Section 6 of the
Ordinance is therefore proposed to be amended to expressly enable the VTC to
perform its functions outside Hong Kong, so as to remove any uncertainty or
presumption in respect of the territorial limit.

The Administration considers that for Hong Kong to remain as a regional
hub of commerce and industry and an international city, the VTC"s work would
also need to be expanded to cover the training needs and opportunities arising
from Hong Kong's economic activities beyond the territory, particularly onto the
Mainland. Expanding the power of the VTC to conduct extra-territorial
activities would bring about benefits to Hong Kong as a whole. These include
meeting the trained and qualified manpower requirements of Hong Kong
business establishments with operations in the Mainland, providing useful
exposure to the trainees and better equipping workers for employment in the
Mainland, as well as facilitating the bilateral exchange of experience and
expertise in vocational education and training between Hong Kong and the
Mainland, thereby contributing to the work of the VTC in this area. These are
in tune with the spirit behind the objects of the VTC.
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To address the concern about the use of public money by the VTC when
conducting extra-territorial activities, the Administration has agreed to amend
the proposed section 6(4). The proposed section, as amended, will allow the
VTC to perform its functions outside Hong Kong for the training and education
of persons who are not Hong Kong persons. However, no subsidy from public
sources will be provided to subsidize non-Hong Kong persons participating in
such activities to be conducted by the VTC.

Members are concerned about the term "Hong Kong person”, as it is
sensitive in nature and may be subject to challenge in its interpretation. Having
considered members® view, the Administration has agreed to amend the term to
"eligible person".

While members are in support of the policy intent of the provision of
extra-territorial activities by the VTC, some members have expressed concern
about the implications of the proposed activities on the existing staff of the VTC,
in particular that the proposal, if implemented, may adversely affect the job
security of existing VTC staff. These members consider that should there be a
need to employ staff for conducting activities outside Hong Kong, priority should
be given to Hong Kong people.

The Administration has assured members that the proposed expansion of
the VTC's services outside Hong Kong will not adversely affect the job security
and terms of service of existing VTC staff. The VTC staff will be deployed to
work outside Hong Kong only if they are willing and if they possess the
necessary skills and expertise required of the jobs. The Administration has also
assured members that where it is necessary to recruit additional staff for the
expanded activities outside Hong Kong, and where a Hong Kong person and a
non-Hong Kong person are found equally suitable for the appointment for certain
training or educational programmes, the VTC will give priority to the Hong
Kong person.

In response to members' concern about employees' protection for the VTC
staff deployed to undertake extra-territorial activities, the Administration has
undertaken to seek professional advice on the employees’ compensation
insurance of the VTC staff working outside Hong Kong before implementation.
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Madam Deputy, the Bills Committee has raised a number of concerns
about the operational arrangements of the proposed extra-territorial activities,
including the liabilities incurred in carrying out such activities, the accounting
and tax arrangements, how surpluses accumulated from the operation of such
activities could be transferred to the VTC, and the financial arrangements when a
loss is incurred.

The Administration has advised that it is the intention of the VTC to carry
out extra-territorial activities through limited companies or in partnership with
third parties through these companies. The liabilities incurred in carrying out
such activities will be borne by these companies as independent legal entities.
Separate accounts for the VTC's subsidiary companies for conducting
extra-territorial activities will be maintained. To minimize financial risks, the
VTC will not undertake any programme unless the "break-even point™ test is
met. In the event that a loss is incurred, the VTC could offset the loss by the
accumulated surpluses from the account on the self-financed activities in Hong
Kong. Should the need arise, the VTC would make a loan at cost to its
subsidiary company. The VTC intends to use surpluses accumulated from
operating these activities to fund its other activities. Professional advice will be
sought to devise the most appropriate accounting system and the transfer of
surpluses.

The Bills Committee supports the resumption of the Second Reading
debate on the Bill today, and the Committee stage amendments to be moved by
the Secretary for Education and Manpower.

Thank you, Madam Deputy.
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Council went into Committee.
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MEMBERS® BILLS

HMBEEGE
First Reading of Members® Bills

TR EEEEHHE -

(TEERIT(FE) BRATBD (&6) BHEE)
CITIBANK (HONG KONG) LIMITED (MERGER) BILL

ME: (EHERT (FE) FIRAFA (G0 ) RETEZRE) -

KO FZEF BB WHE(#FHFHLA )E 53 (S ERIHE  Zag L —H
Bill read the First time and ordered to be set down for Second Reading pursuant
to Rule 53(3) of the Rules of Procedure.

EE: FEHERERETN (ALERT (F8) GRAA (&6 ) BREAFEZRE)
W BUR » IR CEEBRHA ) B 54Dk » RAELRGHEE ~HZ kRO
HEEF BREZREESAHERIEZCETHREENEERE -

HRREBREBRBRER  EFE 2t RMER(AHRT(FE )ERLAF(E
B ) RPIER ) CEFHTHRERE SHFERZILEY -
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mBAEE_E
Second Reading of Members"® Bills

IR REEERE: -

FHERE  (FEAEADBE _ETRECNRIIEZE -

(TEEBIT (FE) BRAR (&6 ) KRAERER)
CITIBANK (HONG KONG) LIMITED (MERGER) BILL

DR DAVID LI: Madam President, I move that the Citibank (Hong Kong)
Limited (Merger) Bill be read the Second time.

The need for this Bill follows a decision by Citigroup to combine its Hong
Kong retail business into a single subsidiary incorporated in Hong Kong, named
Citibank (Hong Kong) Limited.

At present, the retail banking business is operated as a branch of the
United States bank, while the credit card and mutual fund businesses are carried
on by Citibank (Hong Kong) Limited. The Bill will create a simpler and more
rational structure for the local consumer operation.

In anticipation of the merger, Citibank (Hong Kong) Limited applied for a
full banking licence last year. The application was approved on 28 October
2004.

This Bill was discussed at the meeting of the Financial Affairs Panel on
1 November 2004. At that time, members raised a number of questions
regarding the intent of the merger.

| have responded in full to these questions in a letter to the Financial
Affairs Panel dated 23 November 2004, pointing out that Citibank plans to have
substantial new investments in Hong Kong in the coming years.

The merger provides a tax-efficient way for Citibank to expand its local
business, as it will allow Citibank to defer United States tax obligations at the
Group level.
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Furthermore, as a locally incorporated bank, Citibank stands to benefit
from any new initiatives related to the banking sector under the Closer Economic
Partnership Arrangement.

This shows that Citibank has recognized that Hong Kong must be part of
its larger China strategy, as it seeks to grow and expand its business.

The proposed merger is a vote of confidence in Hong Kong, and can only
benefit both Citibank's own customers, and the Hong Kong economy in general.

| therefore take great pleasure in recommending the Citibank (Hong Kong)
Limited (Merger) Bill to the Council.

Thank you, Madam President.
IR RBAEMSMRONGRZER - (BERT (FE) ARAFA (&
fF ) BEPIEZRE ) » FLLTH -

ERCOEFAAD ) ERGHENR  RUIEEAZENBLZE G EHE -

= Ly ¥
EEIFI- T = aE

SUSPENSION OF MEETING

FE: fﬁf%HﬁaL IHF 27T 3 A BHEREENBEREET®E > HXT
2K 30 o AE

EEFRE L 9 RF 28 B R
Suspended accordingly at twenty-eight minutes past Nine o*clock.
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Annex

VOCATIONAL TRAINING COUNCIL (AMENDMENT) BILL 2004

COMMITTEE STAGE

Amendments to be moved by the Secretary for
Education and Manpower

Clause Amendment Proposed
Long title By adding “to revise the scope of the functioens,
taking into account the performance of functions

outside Hong Kong;” after “Hong Kong:".

4 fa) By renumbering the clause as clause 4(2).
(b} By adding -
“{l) Section 6(2) is amended -

fa) in paragraph (v), by repealing
“and";

(b} in paragraph (w), by repealing
the full stop and substituting
a semicolon;

(e} by adding -

“(x) enter into a
partnership or other
farm af joint
venture with other
persons;

{y) acgquire, hold and

dispoze of interests
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4(2)

(2]

{b)

in other corporate
bodies and form or
take part in forming
corporate bodies;

{z) provide for profit
or otherwise
training or
educational
programmes,
advisory,
cansultancy,
research or other
related services:
and

(za) make a loan to any
person on such terms
as it considers
appropriate 1in
furtherance of its
chjects or the
exercise of its

functions.“.”.

In the proposed section 6(3), by adding

“through an agent or” after “own or”.

By deleting the preoposed section 6(4) and

substituting -
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“(4) If the Council performs any
of its functions outside Hong Kong for
the training or education of a person
{other than an eligible person), no
subsidy shall be made available by the
Government towards the performance of
such functions and no subsidy provided
by the Government to the Council shall
be used to subsidize the performance of
such functions.”.

(c) In the proposed section 6(5), by deleting
““Hong Kong person” (F#EA) “ and

substituting ““eligible person” (&&RKLY

_)’\.:I "
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Appendix |
WRITTEN ANSWER

Written answer by the Secretary for Security to Ms Emily LAU's
supplementary question to Question 1

As regards the number of spouses taking up jobs before the introduction of the
revised policy governing the employment of dependants on 1 July 2003, as
dependants were not required to seek permission from the Director of
Immigration to work before the introduction of the said policy, we do not have
any information on the number of spouses who took up jobs before July 2003.
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Appendix 11
WRITTEN ANSWER

Written answer by the Secretary for Home Affairs to Ms LI Fung-ying's
supplementary question to Question 2

As regards equal pay for work of equal value (EPEV), the Equal Opportunities
Commission (EOC) is conducting a research on EPEV which covers three phases.
Phase | of the research covered a study on public sector jobs and implementation
of public education programmes. The study of private sector jobs and
implementing public education programmes will be covered in phases Il and IlI.

The EOC is now in the process of mapping out a strategy to take this
complex subject forward.
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Appendix 111
WRITTEN ANSWER

Written answer by the Secretary for Home Affairs to Dr Fernando
CHEUNG's supplementary question to Question 2

As regards age discrimination, legislation against age discrimination in
employment would have potentially far-reaching implications for the local
economy and could increase business cost, especially for small and medium sized
enterprises, which constitute some 98% of all enterprises in Hong Kong. As
compared to other anti-discrimination legislation, we are of the view that age
discrimination in employment is of a different nature. Hence, enacting
legislation in this connection would have a greater impact on business. Whilst,
for instance, sex can only be divided into two distinct categories and the category
for protection is very clear-cut, age discrimination entails a concept of
comparative grading which renders distinction in protection coverage difficult.

Many corporations are currently employing certain age-related attributes,
including number of years of experience and physical fitness, as qualifying
criteria for recruitment, promotion, wage/benefit adjustment, training and
retirement. To abandon the use of these attributes, which are generally
considered to be clear and objective, it is necessary to develop a comprehensive
skill-based valuation mechanism which would no doubt add cost to doing
business. Moreover, to avoid breaching the anti-age discrimination law,
businesses would be required to maintain additional comprehensive records of all
aforesaid employment-related arrangements.
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Appendix IV
WRITTEN ANSWER

Written answer by the Secretary for Home Affairs to Mr LEUNG
Kwok-hung's supplementary question to Question 2

As regards the repeal of labour-related ordinances and protection of the rights of
employees, on the repeal of ordinances, the Provisional Legislative Council in
October 1997 passed the Employment and Labour Relations (Miscellaneous
Amendments) Bill 1997 which, among other things, repealed two labour-related
ordinances. This was the result of a thorough review conducted by the
Administration in close consultation with the Labour Advisory Board, a tripartite
body made up of employer, employee and government representatives. The
decision represented a reasonable balance between the interests of employers and
employees and was in the overall interest of the community.

On collective bargaining, it is the belief of the Administration that for
collective bargaining to be effective, it should assume a voluntary character.
We do not support the introduction of compulsory collective bargaining through
legislation. The Labour Department (LD) has taken measures to promote
voluntary and direct negotiation between employers and employees and their
respective organizations. At the enterprise level, the LD actively encourages
employers to maintain effective communication with employees or their unions
and to consult them on matters pertaining to employment. At the industry level,
there are nine tripartite committees comprising representatives of employees,
employers, and the LD. They serve as useful forums for discussing
industry-specific problems.

As stated in the main reply, the Employment Ordinance confers on
employees a comprehensive set of employment rights and benefits which already
include protection against anti-union discrimination. Specifically, the
Ordinance provides for the rights of all employees to trade union membership
and to participate in trade union activities, and protects them against acts of
anti-union discrimination in employment. It also entitles employees to claim
remedies, including compensation and reinstatement/re-engagement subject to
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WRITTEN ANSWER — Continued

mutual consent, against their employers for unreasonable and unlawful
dismissals, including dismissals on the ground of anti-union discrimination. To
give greater protection to employees, a draft amendment bill is under preparation
to empower the Labour Tribunal to make a reinstatement/re-engagement order
without the need to secure the employer's consent in unreasonable and unlawful
dismissals.
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Appendix V
WRITTEN ANSWER

Written answer by the Secretary for the Environment, Transport and
Works to Mr CHEUNG Hok-ming's supplementary question to Question 5

As regards the fare evasion figures for East Rail and West Rail, according to the
Kowloon-Canton Railway Corporation, the fare evasion rate for East Rail and
West Rail in 2004 is 0.03% and 0.05% respectively.
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Appendix VI
WRITTEN ANSWER

Written answer by the Secretary for the Environment, Transport and
Works to Ms Miriam LAU's supplementary question to Question 5

As regards whether the Kowloon-Canton Railway Corporation (KCRC) has
calculated the annual revenue loss due to fare evasion of Light Rail, according to
the KCRC, the annual revenue loss due to fare evasion can only be calculated
when fare evaders' travelling pattern (for example, distance travelled) is
established. The KCRC points out that as there is no basis to establish
individual Light Rail fare evaders"' travelling pattern, it is difficult to give an
accurate estimate of the associated revenue loss. The KCRC is therefore unable
to provide the requested information.



