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Wednesday, 25 May 2005
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SiEA - J.P.
THE HONOURABLE VINCENT FANG KANG, J.P.

FTEEZEE - M.H.
THE HONOURABLE WONG KWOK-HING, M.H.

PKERKEB

THE HONOURABLE LEE WING-TAT

FEEHEE - M.H,
THE HONOURABLE LI KWOK-YING, M.H.

B ]
DR THE HONOURABLE JOSEPH LEE KOK-LONG

MEM A - B.B.S., J.P.
THE HONOURABLE DANIEL LAM WAI-KEUNG, B.B.S., J.P.

M %55 & - S.B.S., J.P.
THE HONOURABLE JEFFREY LAM KIN-FUNG, S.B.S., J.P.

Bh#Eg - J.P.
THE HONOURABLE MA LIK, J.P.



kg — 2005F 58 25 H
LEGISLATIVE COUNCIL — 25 May 2005

REE#HEE - S.B.S., J.P.
THE HONOURABLE ANDREW LEUNG KWAN-YUEN, S.B.S., J.P.

REREEHFEE - S.C.
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RFZE
MEMBER ABSENT:

PRIZF#E - S.B.S,, J.P.
THE HONOURABLE MRS SOPHIE LEUNG LAU YAU-FUN, S.B.S., J.P.

HEHRES -
PUBLIC OFFICERS ATTENDING:

B E ARG ERERE > G.B.M., J.P.
THE HONOURABLE DONALD TSANG YAM-KUEN, G.B.M., J.P.
THE CHIEF SECRETARY FOR ADMINISTRATION

BUFEFRRREFLL - G.B.M., J.P,
THE HONOURABLE ELSIE LEUNG OI-SIE, G.B.M., J.P.
THE SECRETARY FOR JUSTICE
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PROF THE HONOURABLE ARTHUR LI KWOK-CHEUNG, G.B.S., J.P.
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DR THE HONOURABLE SARAH LIAO SAU-TUNG, J.P.
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THE HONOURABLE FREDERICK MA SI-HANG, J.P.
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TEAMERRBRYG RERE - J.P.
THE HONOURABLE JOHN TSANG CHUN-WAH, J.P.
SECRETARY FOR COMMERCE, INDUSTRY AND TECHNOLOGY

waAEmi ke R RE—#E4L - S.B.S., J.P.
DR THE HONOURABLE YORK CHOW YAT-NGOK, S.B.S., J.P.
SECRETARY FOR HEALTH, WELFARE AND FOOD

FIERLE -
CLERKS IN ATTENDANCE:

PhE R B L o JLP.
MR RICKY FUNG CHOI-CHEUNG, J.P., SECRETARY GENERAL

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

B BB 3 R BRI S AR
MR RAY CHAN YUM-MOU, ASSISTANT SECRETARY GENERAL



kg — 2005F 58 25 H
LEGISLATIVE COUNCIL — 25 May 2005

R

X 4

TABLING OF PAPERS

TAI SR RE CEBEHA ) H 21 Q) HRIRERKT -
The following papers were laid on the table pursuant to Rule 21(2) of the Rules
of Procedure:

#9005 — BEEAETLAFELEEZEAREE

CEE-FRAA-HESFEFENFE/AH=+—H

ﬂﬂﬂ

(TTEEREESRE (E3]) (THRRENMEH ) RUIEE ) ZEGRE

(TR (F#E ) ARLOA (&6 ) RUIER ) ZEGHE

No. 90 — Report by the Trustee of the Correctional Services
Children's Education Trust for the period from

1 September 2003 to 31 August 2004

Report of the Bills Committee on Chief Executive Election (Amendment)
(Term of Office of the Chief Executive) Bill

Report of the Bills Committee on Citibank (Hong Kong) Limited
(Merger) Bill

mEHMNOBREE
ORAL ANSWERS TO QUESTIONS

EE

B o B-HER -
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TEWEE

Factory Buildings in Industrial Estates
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s R L7 E 7T 3 18 5 7 J 18 (LI /7 1B 1% L [R 119 & IE 7
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TERMERRER - EE - BHEE QR — A A8 T30 89 858 Nk
BEOZITTARR - LRI FREESREOKE - & 0 e 5 & i 5 a0 8
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IR FECEMEBE  RREMET/IEMEZESE TS LEWH HEE L
Hi B & A 2

FREES - &89 #HFH L -

TEk#HMERERE : £F > LR EELR - 2EZES & &R RHEOK
o LR HEBIR B EMELE R Lot s - Mk My EEAEAE - MF Y
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P E s EEHBORIE 2 ULS), - # CEPA 5] % » S8 L EWELEEF
FY I SIE 7

THRRHEBRE - T - [ H i CEPA % » RIFERN RGN CET T
O BEE ) - RPN E B E CEPA M BT+ B T30 4 A BUE
BT - B R A R — S AT - B AR AT ARG S
T {010 B35 G Y O S AT

MERBE © L7 - BFFR - EFREL AN - E15F S 1013 WR 7
TLFEIFHT B BRI L& F T o BRI 0 AL F - KX HAE
incubation —  EFMFILLF - AlEFE — LN BT TS BN A 5E e BE
AFE M LG HIFHIZEEFE i —F R A G F B BRI 0 EE



iIEg — 2005%F 58 25 H
12 LEGISLATIVE COUNCIL — 25 May 2005

oRF T SEA - LT 0 BT IR A2 TE i 7 2 e A 1 (8 15 2 1 A A
49+ 75 [ BT & 8 5 B E 7

i3

ERWHERES  EHEANEEERRM 3 (8 L - pr LR (R34 2
W TEHDPFREERRR - N8 KABFEOER  FEHRBER » IL¥
WM ERRAZEZE T - I GEFAEETH -~ HEHEEER  FEGEMEE

&7

ISESREE « A LEWHH TEEENR - BT ] B — A 2

EEE -

ITEkHMEERE : £F  AMEEEBRMEMEEZER - FHEWFHE -
KR TR e — a2 RAERE - R EE TS B8
o RN EA A o WATEMIE — NiE T EAFEE -

BRGGIRGE B @ 25 KL - BB T B 2T 1Y 15 I A 2 i B B 2 - 15
E1E# 7] CEPA LUK » JLS » WHER TIN5 JE# R L RE R T FERE  —
15 HR 5% T 1 ] ] 1 19 78F it FE ] - IR B8 - IR 22 B R 3 & v 11 G A - A
HEEGER - FREBIIIHEE  EEF 3 LEWITZEE FKEN R -
W LEBNTKGHHIEZTIF - B KA - 7 < [ 05 6 1R A B a2 e —
BETTHZIE 7 EEERFR R > EGREHETHIIE ? EEF 5 IFi&
HaEH I EEERE (EELER)  REHEGR  EREHREEEETTH
FIE - A E A G R - FF R s e 7

X BRBUNGE S - (RAY T E R B R BUR R R 0 3 (TS Ay B
FER - B 2

BRIGIMGERS : L) HEEEFFZX?

I RN EA TR ARG E R L T - BB R I T
SLE SR



iIg — 2005%F 58 25 H
LEGISLATIVE COUNCIL — 25 May 2005 13

ITEkEEBRE  EH - HMANEDERA BB R & & a0 (] # 82 & &
E’]%UE%%DHE’M%;&E’J%EM?% LK $ i3 B 7k SF o M (5 i B T30
HRNZERE2REENER  AERMERZAFANVEREIN CMEEE
i B RE B R B o J M Ay ORI R] LAE B — {1 B B A BE R -

BRIGIMRS : FRRAEELLI T EH o Zil T 9 E 7 7 RAM&GR
PIATE B2 G £ » (8 F/a R - B e — @77 - R EFH T
R 18 R R B AR A B e RaE EBR i AT E 7

FR-RE REHEAEMET?

TEERMRERERE  HMAZHE R FEBCER R -

BREGMER « Z/F  HEBLEWEHZEZE - HABFGI - EEFE (A
RAHUIAT Ly ) 178 51 - Fo X5 E BT 2 AN & - H 57T — 285 M
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BB IHEE# -

AUBRBEBHMERMZRE
Psychiatric Specialist Out-patient Service in Public Hospitals

2. ZFEBAEE : L7 BH - 2L EERE I FIEFLTZ IR 5 1 fi 12 5 7
(78 H 2000-01 FEH) 3 BHY - BE 2004-05 FFHT 5 BB - 7% i 1R 55 6] 7R
EENEFIIZ PREH » W - BFTIFIRFA LT FEEERF 5 105 X - 75
N ERZ T o B - B & G ARG - B -
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FEmERHOEE - —RME - FHERASEIELIE 3 E
4,)\ :é\ °

(Z) WELFE > ZSWMEASLE bR ZERFTR2 52 P ay s iE M & 2
EHH LSRN E £ M GE LA NE - 55 BUE R BT 4 R B
Z e RN F - FERZ AKRILE 2000-01 EELK R 21 000 A
2001-02 FE #7524 000 A > 2002-03 £ 26 000 A : [M7E
2003-04 4EE » ATEER B SARS Y2 » 3RZ A X THEZE 21 000
A5 F) 2004-05 FEFE - HIEFFZE 25 000 A - ERTAENE - K
BIREAWEECH 2000-01 F£EH 212 A » EHER 258 A »
AR E L ANEIRE 1797 A E—-TFTHESZA - BE 4
£ ELWEEYESE 1900 AL E - E8E IR M08
BHR IR G ETRR - BEARFIZW ANEBBE GRS BERAHE
BN B A S A kA -

(=) ﬁf/\n@%(_)*ﬁﬁ AR ERRE - —&RIMS - #E AR
SPEERRH BERERBEZENBM SR (L HE - L
TR B ) B9 NG E - Bl M 12 i Be ~ J8 T ol B Ail B B e B
A - AR B ERREERS 1 FHA - fFAETEZIN - HRH
P % B R I A B BE & 1Y 200 2 A Kl 2 B IR R I BBy
WA P EBE RS 4 F - ARGE LR ALE 2005-06 F E H
be - PR ERRREES INAFEE AN - Wit BEREHE
B LS 22 {3 e e T A B (62 » TECET RS il BH NAE 2005-06 5 FEE AU P
I RER ST =N AR B 1

BT {8 B
S ERMZ2N R ERBEZEHEHRE
2000-01 1€ j& o
FEREAL | mEgeix | TIEAX
& B B e 2 022 54 161 56 183
s B 7Y ke 2 262 44 878 47 140
J1HE B ke 2 969 45 575 48 544
HE H I e 1 572 45 098 46 670
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FrIEKRZN X BZRKEANKL
J1BE 74 W 5 287 149 992 155 279
5 Bk A 4 334 47 521 51 855
5 7Y Bk A 2 952 62 605 65 557
& 3 21 398 449 830 471 228
SR L D BN T
FrEKRZ AKX EZKZ AKX
v 55 o I A 2 258 56 996 59 254
s B 7 Bk A 2 570 45 323 47 893
J1HE 2R I i 3 464 49 951 53 415
J1 BE H Bk A 1 642 45 778 47 420
J1BE V5 W i 6 228 160 040 166 268
5 A Bk A 4 910 58 801 63 711
5 7Y Bk A 3 152 70 014 73 166
o 3 24 224 486 903 511 127
2002—@9£E£% I PreYe
PIIE K Z BZKEAX
s B o Ik A 2 737 60 325 63 062
a5 B 78 Bk A 2 400 45 117 47 517
J1 BE R Tk 4 3 737 49 695 53 432
JUEE I 1 816 46 640 48 456
J1BE V5 W i 6 998 173 800 180 798
5 B kA 4 444 66 165 70 609
5 7Y Bk A 3 873 81 386 85 259
&3t 26 005 523 128 549 133
2003—044%&% I DA
HrE K Z BEZKZAX
v 55 R I A 2 164 60 363 62 527
s B 7 Bk A 1 737 44 498 46 235
J1 BE B Bk 4 3 304 47 269 50 573
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" - %W%%E% NS HWKEZ AKX
HrE RSN KL B2 KZ AKX
J1 RE H Bk A 1 776 47 067 48 843
J1BE 74 Wk 5 965 170 354 176 319
5B Bk A 3 642 63 231 66 873
5 7Y Bk A 3 293 88 780 92 073
=B 21 881 521 562 543 443
PR AR D S— HREA K
HrAEKZ AKX BZKZ AKX
v B o I A 2 520 62 583 65 103
s B 7 Bk A 1 972 42 662 44 634
J1HE 2R I i 3 428 52 253 55 681
J1HE I 2 195 48 635 50 830
J1 FE 78 b A 6 589 180 711 187 300
5 o Wk A 5 251 69 577 74 828
5 7Y Bk A 3 721 94 668 98 389
= 25 676 551 089 576 765

it ¢ Z,
W RS TR B 4R A
po BB | BT | S B LB | L BETT | AR | AR 7 o
= B | BT | BT | B | B | B | mg |

2000-01 25 13 16 12 62 30 54 212
2001-02 27 16 15 15 62 33 55 223
2002-03 30 17 22 16 64 39 55 243
2003-04 31 18 23 19 63 41 59 254
2004-05 31 18 22 21 64 41 61 258
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e BEIR | LI | LEER | JLFET | L HERT | #T IR | #r R 74 0y
i | BEad | Brae | BEad | BEa | BERE | R
2000-01 | 218 83 92 44 625 229 506 |1 797
2001-02 | 216 88 98 55 644 252 573 |1 926
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2004-05| 225 78 122 53 578 251 603 [ 1 910

FTEBBEE - LF AITTHELZEEEZN A EZ - 2 8RR ILFE 7T 7 160 B
W HTTA KZ B H G BEANTIE N - i [ = - i 77 H & = 8 15 7 1
PRERH EH e 2 - LT ig &b 09N F 2 IR G5 L e 7% - & i &R
ZLEIREAN T E IR ?

FERAERRMBRE  £F > HRNRVGEARSNERORZIKRA - HHA
Ty PR S22 HR 1 70 BAE AN R b W - g B B AU R b R IR S - IR R A T
BEEEANEMR RIFE -EFERPERNGESEENRIHEE » 47 &80
IR ERERR BE - AL FEWREI T | - BTG DIt & R AR - PR EE
U e 75 7% 22 BT N R R -t 2 BB AR B WA iR AV R RE - RAMTAE R
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Restraining Mis-selling Behaviour of Telecommunications Service Operators
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Self-financed Tertiary Courses
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MS MARGARET NG: Madam President, let me read from an elementary
textbook on legislative drafting:

"An Act of Parliament is a serious document which confers rights and
privileges and imposes obligations. It regulates the conduct of our
affairs and demands a concentrated study ......

Every word in a statute is intended to have a definite purpose ...... All the
provisions in it are intended to constitute a unified whole.

It can only be understood if it is read as a whole. Its drafting proceeded
on that basis ...... "

The question is, does the Bill now before us meet these basic
requirements?

The Bill before us purports to amend the Chief Executive Election
Ordinance. The Ordinance was drafted and enacted in 2001 on the basis that
the term of a Chief Executive elected according to its provisions is five years,
whether the election is held at the expiry of a term, or to fill a vacancy arising
before the term has expired. This was clear from the minutes of 5 June 2001 of
the Bills Committee which scrutinized the relevant bill. It was also confirmed
unequivocally to this Council last May.

The Government now seeks to amend the Ordinance fundamentally, so
that the term of the Chief Executive elected to fill a vacancy arising before expiry
IS to be what remains of that term. Leaving aside whether or not this is
desirable or compatible with the Basic Law, before such an amendment can be
made, the whole Ordinance must be given a thorough check to see how each part
is affected, and whether the Ordinance still works together as a whole, without
creating anomalies and ambiguities. This does not appear to have been done.
The Bill before us is a flimsy document baldly asserting that from now on, the
"term" of a Chief Executive elected may be five years or may be shorter,
depending on whether the Chief Executive's office falls vacant before its term
expires.

This gave rise to a host of problems. As the Legal Adviser of the Bills
Committee pointed out, there are at least three problems:
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(1) Section 3(2) of the Ordinance provides that a Chief Executive can
serve a maximum of "2 consecutive terms". What meaning does
the word "term"” now have? Does it include the remainder of a
term? Supposing the remainder of the term is two years, does "2
consecutive terms" now mean "2+5", or does it mean "2+5+5"?

(2)  Section 6 provides that an election has to be held within six months
if the Chief Executive's office falls vacant before his term expires.
This is also in fact a requirement of Article 53 of the Basic Law.
Now, how is this provision to function if what remains of his term is
too short for an election to be held? Or, say only four months of
his term are left, would it mean that the new Chief Executive will
serve only for a few days, and in the meantime, another election will
have to be held to elect the next Chief Executive?

(3)  Section 10 requires an election to be held on the 120th day (if it falls
on a Sunday) of the vacancy occurring. Section 11(3) provides that
if the Chief Executive so elected cannot assume office for any
reason, a second polling should be held. How are these provisions
to function if the remainder of the term is too short for a second
polling?

Yet, the Government refused to answer these questions. The response of
the Secretary for Constitutional Affairs was that these were "related issues";
"they are important but do not have to be dealt within the context of the current
Bill." It is incredible that he should not have appreciated that these are not
questions of future policy but present meaning of the law, which have to be
clarified now. Many more anomalies were raised. They were met with the
same indifference. The Government must have known that the amendment does
not work. It must have known that the Bill is half-baked at best. Such a bill is
not fit to be brought before the Council for enactment. It should be sent back to
the drawing board. It is, therefore, inappropriate for us to propose any
Committee stage amendments. The Government has refused to make any
amendments of its own accord.

Madam President, an even more serious point is that, but for the
Interpretation of the Standing Committee made on 27 April expressly to facilitate
the passage of this Bill, the Bill would have been blatantly unconstitutional.
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The result of the judicial review already before the Court challenging the single
material clause of the Bill would undoubtedly be a declaration of the Court to that
effect, that is, it is unconstitutional. To force through the Bill and defeat the
proper process of the Courts, the Government requested for an Interpretation by
the Standing Committee. Thus, this Bill occasioned the third Interpretation by
the Standing Committee, and with it, all the damage to the rule of law. The
Interpretation may, as a matter of law, make the Bill constitutional. But as a
matter of fact, when the Bill was introduced, it was clearly in breach of Articles
46 and 53 of the Basic Law as everybody could see. You can change the law
but you cannot rewrite history. This Bill was and is and will remain
disreputable and a blot of shame.

The irony is that, after all, the Bill is still unconstitutional. It is
inconsistent with Article 53 paragraph 2 as interpreted by the Standing
Committee. Perhaps the Standing Committee felt uncomfortable about all the
anamolies which the introduction of a remainder-term concept is creating all over
the Basic Law itself. For example, we have to ask now what the reference to
"term" means in Article 50, where it says the Chief Executive may dissolve the
Legislative Council "only once in each term of his or her office™; and again,
what Article 46 means in saying that the Chief Executive "may serve for not
more than two consecutive terms™; or Article 55 which provides that "The term
of office of members of the Executive Council shall not extend beyond the expiry
of the term of office of the Chief Executive who appoints them". Does it mean
that the present Executive Council is required to step down or to stay on with Mr
TUNG's resignation? The Government told us, unblushingly, that the question
in fact did not arise because all Members of the Executive Council had been
invited to stay on. The question in law, however, remains, and perhaps the
Standing Committee found it harder not to blush at such a shambles being made
of the Basic Law.

Or perhaps the Standing Committee merely wanted to keep its options
open or limit the legal and political damage, but the contents and effect of the
Interpretation were narrower than previously publicized as the "original intent"
of Articles 53 and 46. The provision that a new Chief Executive elected to fill a
vacancy arising before the expiry of a term serves only the remainder of the term
Is expressly confined to the situation up to 2007 and firmly linked to Annex 1.
The Bill goes beyond that: It boldly provides that "where" a vacancy arises under
section 4(b) or (c) of the Ordinance, and a person is appointed by the Central
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People's Government as Chief Executive to fill the vacancy, the term of office
"shall expire upon the expiry of the term™ of the former Chief Executive. Of
course, at the time the Bill was drafted, the Government might not have known
that the Interpretation would turn out to be so confined in scope. But to persist
in the original drafting knowing that it does not accurately reflect the Basic Law
as interpreted suggests a fundamental contempt of the Government for the
legislation it is proposing. It seems that all it wants is for the Bill to be passed,
and its political purpose will be served.

We were told repeatedly that the Bill and the Interpretation of the Standing
Committee were necessary to ensure that the election on 10 July will not be
derailed by possible challenge. This again is hard to believe, since a whole host
of contingencies which may expose the election to challenge — much more
realistically than the term of the Chief Executive — are blithely ignored. For
example, the present Election Committee expires on 13 July, and if anything
should happen to delay the election on 10 July, there will be no time to elect a
new Election Committee; further, there are many current Election Committee
members who may have been disqualified because their status has changed; and
above all, if the pretext of clarifying the term is fairness to the candidate, then,
the case is even stronger to clarify whether "2 consecutive terms" means a
maximum of seven years or a maximum of 10 years.

The truth is that this Bill is a charade. The four Members of the Article
45 Concern Group in this Council have no intention of playing along. We will
vote against the Second and the Third Readings of the Bill.

Thank you, Madam President.
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Dr YEUNG Sum rose to claim a division.
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THE PRESIDENT announced that there were 57 Members present, 33 were in
favour of the motion, 22 against it and one abstained. Since the question was
agreed by a majority of the Members present, she therefore declared that the
motion was carried.
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Ms Emily LAU rose to claim a division.
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THE CHAIRMAN announced that there were 56 Members present, 33 were in
favour of the motion, 21 against it and one abstained. Since the question was
agreed by a majority of the Members present, she therefore declared that the
motion was carried.
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Dr YEUNG Sum rose to claim a division.
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THE PRESIDENT announced that there were 56 Members present, 33 were in
favour of the motion, 21 against it and one abstained. Since the question was
agreed by a majority of the Members present, she therefore declared that the
motion was carried.

mE: (THREEESE (EF]) (THREENTY) GRAEXR) -

B BAE
MEMBERS' BILLS

HBIEEEE
First Reading of Members" Bills

TR EEEE:BEHE -

(PETIHPBPIT(EMN) GRAR (&%) EFAERE )
INDUSTRIAL AND COMMERCIAL BANK OF CHINA (ASIA) LIMITED
(MERGER) BILL

ME: ( PEIERT (EW) ARAF (G6F) REAFEZR) -

RO F S B E - I KE( #FHA)F 53 () IFATH E - Z g L &
Bill read the First time and ordered to be set down for Second Reading pursuant
to Rule 53(3) of the Rules of Procedure.
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HRREBREBRREER : EHt  WERE (PRBEITERT (BN) ERA
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BMEEE_"E
Second Reading of Members"® Bills

IR REEERE: -

(PE ITERTT (M) BRRAR (&6 ) BHIEZE)
INDUSTRIAL AND COMMERCIAL BANK OF CHINA (ASIA) LIMITED
(MERGER) BILL

DR DAVID LI: Madam President, I move that the Industrial and Commercial
Bank of China (Asia) Limited (Merger) Bill (the Bill) be read the Second time.

The Bill provides for the merger of the Hong Kong branch of Belgian
Bank with Industrial and Commercial Bank of China (Asia) Limited (ICBC
(Asia)). ICBC (Asia) acquired Belgian Bank and its subsidiaries in April 2004.

The principal asset of Belgian Bank is the undertakings of its Hong Kong
branch. Merger of the branch with ICBC (Asia) will therefore help to
rationalize ICBC (Asia)’s business in the increasingly competitive Hong Kong
banking market.

The merger will not result in any material level of employee redundancy.

The human resources departments of ICBC (Asia) and the Hong Kong
branch of Belgian Bank have consulted with employees to gauge their views on
the merger. The employees are generally satisfied that the merger will result in
a bigger bank with a stronger platform, which will in turn provide more
opportunities for career advancement.
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Customers have been informed of the approaching merger. The move is
generally welcomed, with some customers of the Hong Kong branch of Belgian
Bank anticipating that the combined organization will provide them with better
banking support in China.

With the merger, the Hong Kong branch of Belgian Bank will surrender its
banking licence.

Belgian Bank's operations in Belgium will be dealt with separately from
the merger. The business relates to a number of offshore accounts held by
Belgian Bank for customers of the local branch. Belgian Bank is preparing to
migrate these accounts to an overseas branch of ICBC (Asia) registered in the
Cayman Islands, subject to the consent of customers and in consultation with the
relevant authorities in Belgium.

May | take this opportunity to alert Members that there will be two minor
technical amendments to the Chinese version of the Bill, to ensure consistency in
the use of terms. Notice of these amendments is included in the Legislative
Brief sent to Members.

ICBC (Asia)'s acquisition of Belgian Bank is a clear demonstration of
confidence in the local banking market. Furthermore, it highlights the
synergies that can be obtained by combining a strong presence in Hong Kong,
with an extensive banking network in China.

| therefore take great pleasure in recommending the Bill to the Council.

Thank you, Madam President.
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MEBZEEAE_BRS
Resumption of Second Reading Debate on Members® Bills

IR AGHEAEKRE (FEEIRT (B8 ) ARAA (&6 ) RIERE ) 92

ngfn#aﬁ °
(TEERIT (FE) BRAR (&) BHEE)
CITIBANK (HONG KONG) LIMITED (MERGER) BILL

MERRITHN 2006 F4 A 6 HEIBWHFEOAER_BREE
Resumption of debate on Second Reading which was moved on 6 April 2005

ll

e EE S AR R L ESET L SRR SRR £ e
M B G BE -

G

MR JAMES TIEN: Madam President, as Chairman of the Bills Committee on
the Citibank (Hong Kong) Limited (Merger) Bill (the Bills Committee), | now
report on the major deliberations of the Bills Committee.

The Citibank (Hong Kong) Limited (Merger) Bill (the Bill), which is a
Member’s bill introduced by Dr the Honourable David LI, aims to provide for
the vesting in Citibank (Hong Kong) Limited (Citibank HK) of the retail banking
business of Citibank, N.A. in Hong Kong now operated through a branch in
Hong Kong (Citibank HK Branch). After the proposed transfer, Citibank HK
would carry on the retail banking business while Citibank HK Branch would
continue to carry on its corporate banking business, private banking business and
any other businesses other than retail banking business.

The Bills Committee notices that the Bill is similar to other bills to effect
bank mergers and reorganizations previously passed in this Council. Apart
from examining the impact of this Bill on the protection of customers® interests
upon the transfer, we also exchanged views with the Administration on whether
the present form of legislation is the best way to effect bank mergers and
reorganizations.
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On the impact of the Bill on customers, the Bills Committee notes that the
proposed transfer is part of a wider reorganization process in relation to the
business of Citibank, N.A. outside the United States. Citibank, N.A. is not
seeking to limit its potential liabilities to customers through the transfer, and
hence its contractual liabilities to claims made against the retail banking business
in Hong Kong will be substantially the same as before the transfer. Since
Citibank HK is a fully licensed bank subject to the direct supervision by the Hong
Kong Monetary Authority (HKMA), it needs to comply with the HKMA's
capital adequacy requirement for locally incorporated banks. As at 31 March
2005, Citibank HK has a paid-up share capital of $2.7 billion which is
substantially higher than the statutory minimum share capital requirement of
$300 million for locally incorporated banks. To reaffirm its commitment to
Hong Kong, Citibank HK will increase its capital base from $2.7 billion to $5.4
billion as part of the transfer exercise and before the appointed day. The bank's
capital base will also be reviewed from time to time to meet the capital adequacy
ratio as regulated by the HKMA.

The Bills Committee also notes that the HKMA will have more leverage,
from a regulatory point of view, over a locally incorporated bank.

In terms of consumers" rights and protection, we are assured that the
proposed transfer should not impact on consumers" rights and protection as the
contractual rights of customers would not be changed as a result of the Bill.
Citibank HK also states that there will be no change to accounts, approved credit
lines or other products and services provided to the customers of the retail
business, as well as their relevant terms and conditions as a result of the Bill.
By the proposed transfer, the level of regulation and governance to which retail
banking operations will be subject to would be increased. Such regulation and
governance have the primary objective of safeguarding the interests of
customers.

On the question of the protection for dormant account holders, we are
advised by Citibank HK that the bank has made much effort to contact these
account holders. As at 29 April 2005, there are 518 dormant account holders
involving $2.2 million. To ensure protection for these accounts, Citibank HK
will maintain a matching escrow account of the same amount in these dormant
accounts with Citibank HK Branch when these accounts are transferred to
Citibank HK.
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The Bills Committee has also enquired about the position of the staff
employed by Citibank HK Branch upon the transfer. Citibank HK confirms
that all relevant employees have consented to the transfer of their employment to
Citibank HK. All staff is now employed by Citibank HK on terms no less
favourable than before and there has been no reduction in the number of staff.

As for the best way to effect bank mergers and reorganizations, the Bills
Committee has examined the need for the Administration to formulate a generic
legislation governing bank mergers and reorganizations in Hong Kong. Some
members take the view that given the degree of technicality involved, it is
undesirable to effect these changes through Member's bills. We note that the
matter is being studied by the Financial Services and the Treasury Bureau and
HKMA in consultation with the banking industry. The findings will be reported
to the Panel on Financial Affairs within the next few months.

When we reported back to the House Committee on 6 May 2005, there
was a further question about the possibility of Citibank HK Branch private
banking customers being reclassified as retail banking customers between the
period from the enactment of the Bill and the appointed day. Citibank HK has
subsequently confirmed that it will not reclassify any private banking customers
as retail banking customers without the express written consent of the customers
concerned.

Madam President, the Bills Committee supports the resumption of the
Second Reading debate of the Bill. Thank you.
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DR DAVID LI: Madam President, may | take this opportunity to convey to
Members the gratitude of Citibank management for the care and concern with
which this Council has reviewed the Citibank (Hong Kong) Limited (Merger)
Bill (the Bill).

This is the 10th bank merger bill considered by this Council since the year
2001. The pace of bank mergers has stepped up in recent years, due to the
changing banking environment in Hong Kong.

The need for the Bill arose following a commercial decision by Citibank to
merge its existing retail banking business in Hong Kong into a single locally
incorporated entity. This business is currently split between Citibank N.A.
Hong Kong Branch, and Citibank (Hong Kong) Limited.
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The merger will result in a more logical structure for Citibank's local
banking business. Further, it will simplify supervisory oversight by the Hong
Kong Monetary Authority.

The merged retail bank will also be in a better position to capture
commercial opportunities available to Hong Kong incorporated banks.

Although there are many similarities among the bank merger bills that
have been brought before this Council in recent years, each merger bill also has
its own unique set of circumstances. The comments by Members in respect of
the Bill have been extremely helpful.

Two issues were of particular concern to Members: First, the position of
dormant accounts following the merger, and second, the discretion in
transferring accounts.

To address the first concern, Citibank has proposed to establish an escrow
account with Citibank N.A. Hong Kong Branch, to hold a sum equivalent to that
held in all dormant accounts when these accounts are transferred to Citibank
Hong Kong. This arrangement has been made possible as Citibank N.A. Hong
Kong Branch will continue to operate a banking business in Hong Kong
following the merger, even though it will no loner engage in retail banking.

To address the second concern, Citibank has provided an undertaking in
writing that Citibank N.A. Hong Kong Branch will not reclassify any private
banking customers as retail banking customers without the express written
consent of the customers concerned.

May | offer my thanks to all concerned for their hard work, co-operative
spirit in bringing deliberations on the Bill to a successful conclusion.

Thank you.
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Council went into Committee.
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BEEEZ=E
Third Reading of Members® Bills

TR EAEEE =Z#E -

(TEEBIT(FE) BRAB (&6 ) KRAEE)
CITIBANK (HONG KONG) LIMITED (MERGER) BILL

DR DAVID LI: President, the
Citibank (Hong Kong) Limited (Merger) Bill
has passed through Committee without amendment. | move that this Bill be

read the Third time and do pass.
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MEMBERS" MOTIONS

R REEE - BLALRN 2006 F 4 H 27 HEERAEHY 7 HIKT B & B AYE
Al HABR AR SR ( B fom AR ) FrEh s iy e = -

RE(ESREMNED ) BB RESR
PROPOSED RESOLUTION UNDER THE INTERPRETATION AND
GENERAL CLAUSES ORDINANCE

MS MARGARET NG: Madam President, in my capacity as the Chairman of
the Subcommittee to study the seven Orders relating to consular matters gazetted
on 22 April 2005, | move the motion standing in my name on the Agenda.

As the Subcommittee is still in the process of scrutinizing the Orders and
will hold its next meeting on 31 May 2005, members agreed that | should move a
motion to extend the scrutiny period of these Orders to the Council meeting on
15 June 2005.

With these remarks, | urge Members to support the motion.
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Mr Albert HO rose to claim a division.
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 22 were present, six were in favour of the motion, eight against it
and eight abstained; while among the Members returned by geographical
constituencies through direct elections, 28 were present, 17 were in favour of the
motion, eight against it and two abstained. Since the question was not agreed
by a majority of each of the two groups of Members present, she therefore
declared that the motion was negatived.
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MEEFTREVMANREREBETFEMREERERUE
REGULATING THE HANDLING OF ELECTRONIC WASTES AND
PROMOTING THE ELECTRONIC WASTE RECYCLING INDUSTRY
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DR RAYMOND HO: Madam President, computers and many other electronic
products have become indispensable to our daily life nowadays. For example,
we need computers to store information, analyse data and communicate with
people in different parts of the world, and we need television and radio for
entertainment. We have improved our work efficiency and enhanced the
quality of our lives with the availability of many electronic products. However,
if electronic waste is not treated properly, it will do much more harm than
otherwise. Unfortunately, we are exposed to this danger because of the
loopholes in the existing Hong Kong laws.

In February this year, Green Peace, an environmental group, conducted a
test on the soil of two computer dumps in Fan Ling. It was found that the lead
content of some soil samples from these sites were five to 10 times above
internationally accepted standards. Lead is harmful to our blood circulation and
our nervous system. It is highly toxic to human beings, animals and even plants.
The investigation result has aroused our concern about the management of
electronic wastes in Hong Kong.

In my opinion, the alarming investigation result was found not without
reasons. First, there are loopholes in the Hong Kong laws governing the import
of electronic waste. Electronic waste can be imported without the permission of
the Environmental Protection Department as long as a declaration is made that it
iIs imported for recycling purposes. Second, the existing Waste Disposal
Ordinance does not cover the management of most of the electronic waste except
for cathode ray tubes. If we want to prevent Hong Kong from being further
polluted by electronic waste, it will be necessary for our Government to tighten
up the existing regulations on electronic waste management and introduce other
measures such as producer responsibility scheme to reduce electronic waste
generated locally.

In 2001, Japan enforced a legislation requiring producers to recover
discarded home appliances. Similar legal measure will also be in force in
Europe in August this year. To catch up with this trend, it is imperative for the
Hong Kong Government to enact similar legislation as soon as possible.
Besides, it is also necessary for the Government to promote the development of
the recycling industry in Hong Kong and educate the public about the concept of
recycling in order to reduce electronic waste production.
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Since electronic waste can have a great impact not only on the environment
but also on the health of Hong Kong people, all measures should be implemented
as early as possible. On the other hand, Hong Kong being an international city,
it is no way for it to lag behind in environmental protection. | hope that the
Government will bear this in mind when formulating relevant policies.

Madam President, | so submit. Thank you.
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NEXT MEETING
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Adjourned accordingly at twenty-six minutes to Eleven o*clock.



