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4 July 2005 

Dr Sarah LIAO, JP 
Secretary for the Environment, Transport and Works 
10/F, Citibank Tower 
3 Garden Road 
Central 
Hong Kong 
 
 
Dear Dr LIAO, 
 

Subcommittee to Study 
Tate’s Cairn Tunnel Ordinance (Replacement of Schedule) Notice 2005 and 

Tai Lam Tunnel and Yuen Long Approach Road Ordinance 
(Replacement of Schedule 1) Notice 2005 

 
 

 Thank you for your letter of 30 June 2005. 
 
 At the first meeting of the Subcommittee held on 23 June 2005, members 
raised various concerns about the recent toll increases for Tate’s Cairn Tunnel and 
Tai Lam Tunnel and how the toll adjustment mechanisms for these Tunnels could 
be improved.  In this connection, the Subcommittee decided that your goodself 
and representatives of the two tunnel companies concerned should be invited to 
attend the next meeting for discussion with members on the relevant issues.  I 
understand that the Clerk to Subcommittee has since then followed up with your 
colleagues to explore the possible timeslot(s) at which you would be able to 
attend the meeting of the Subcommittee. 
 
 Referring to paragraph 2 of your letter, I have not previously discussed 
with you the need for you to attend before the Subcommittee.  Nevertheless, 
given that significant public interests are involved, I hope you would agree that it 
is prudent for the Subcommittee to discuss with you the relevant issues in detail.  
The list of issues is set out in the Appendix for your reference.  You are invited 
to exchange views with the Subcommittee on items 1 to 5 of the list.  As regards 
item 6 of the list, you are invited to advise whether and how far the 
Administration has honoured its three undertakings made during the resumption 
of the Second Reading debate on the Tai Lam Tunnel and Yuen Long Approach 
Road Bill on 24 May 1995.  A copy of the relevant page of the Hansard of the 
Council meeting on 24 May 1995 is also attached for your reference. 
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 I earnestly hope that you would accept the Subcommittee’s invitation to 
attend its next meeting.  As the current legislative session is drawing to a close, 
I would suggest that the next meeting be scheduled before mid-July.  Please let 
me know which timeslot is convenient to you and I would consult members of 
the Subcommittee accordingly. 
 
 Looking forward to your early reply. 
 
 

 
 

Yours sincerely, 
 
 

original signed 
 
 

(LAU Kong-wah) 
Chairman of the Subcommittee 

 
Encl. 
 



Appendix 
 
 

Issues to be discussed with the 
Secretary for the Environment, Transport and Works (SETW) 

 
 
Toll increase for Tate’s Cairn Tunnel 
 
1. For the current toll increase exercise, what are the factors considered by the 

Administration before reaching a decision that the application for toll 
increase should be approved? 

 
2. Given that the Tate’s Cairn Tunnel Ordinance (Cap. 393) has not set out the 

criteria for determination of toll adjustments by the Chief Executive in 
Council, it is not clear on what basis the Administration has reached a 
decision that an application for toll increase should be approved and 
arbitration should not be resorted to.  How can the current mechanism be 
improved to address this issue? 

 
 
Toll increase for Tai Lam Tunnel 
 
3. For the current toll increase exercise, what are the relevant factors and 

information that SETW has considered before coming to a view that she is 
satisfied with the franchisee’s 2000-01 Actual Net Revenue (ANR) 
Statement?  Whether SETW has considered referring the matter to an 
independent expert for resolution; if not, please provide the reasons. 

 
4. As revealed from the information provided by the franchisee, its ANR for 

2001-02, 2002-03 and 2003-04 are less than the Minimum Estimated Net 
Revenue for the respective years as specified in Schedule 4 to the Tai Lam 
Tunnel and Yuen Long Approach Road Ordinance (Cap. 474).  In other 
words, the franchisee may apply to SETW again in the near future to give 
effect to the next anticipated toll increase.  To address the problem once and 
for all, a long-term solution needs to be identified.  In this connection, 
SETW is invited to consider: 

 (a) whether a deadline or timetable should be set for the current 
negotiation between the Administration and the franchisee on the need 
to extend the franchise period; and 

 (b) whether, and if so, how, Schedule 4 to the Ordinance could be 
amended; and the implications, if any, of the amendments. 

 
5. To enhance the transparency of the operation and performance of the 

franchisee, the Subcommittee is of the view that information about the ANR 
of the franchisee should be disclosed to the public and should not be kept 
confidential.  In this connection, what are the justifications and legal basis 
on which the Administration comes to the view that it could not disclose 
such information to the public? 
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6. Whether and how far the Administration has honoured the undertaking made 

by the then Secretary for Transport during the resumption of the Second 
Reading debate on the Tai Lam Tunnel and Yuen Long Approach Road Bill 
on 24 May 1995 that the Administration would adopt the following steps to 
enhance the transparency of the franchisee’s plans and performance: 

 (a) The Administration will require the tabling in the Legislative Council 
(LegCo) in July each year (before the summer recess) the franchisee’s 
plan as embodied in its three-year rolling projection of net revenue and 
its annual budget of operating costs, together with a statement; 

 (b) The Administration will table in LegCo in October each year the 
franchisee’s annual audited statement of ANR, and will make a 
statement on that occasion on both the figures and any application for a 
toll increase; and 

 (c) The Administration will brief the LegCo Panel on Transport on the 
Administration’s findings before deciding by the end of October 
whether a toll increase should be agreed or whether the Administration 
should proceed to arbitration.  Members will then have the 
opportunity to debate the findings if they so wish. 
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