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TABLING OF PAPERS
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The following paper was laid on the table pursuant to Rule 21(2) of the Rules of
Procedure:
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CEREREX (R\BE 4D REHTA ) ( BHETEORY

RS ) ) 7/2007
Subsidiary Legislation/Instruments L.N. No.

Official Languages (Alteration of Text under Section 4D)
(References to Citation of Various Items of
Legislation in Chinese) Order ....................... 7/2007

mEHHNOABREE
ORAL ANSWERS TO QUESTIONS
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TR NEHWFEET -

(RE#HERT)

RFAEERERILE R ARR -
Mr Tommy CHEUNG rose to claim a division.
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TR FSMUEBKHERERR - MR REHE > WEEFEIERR - IER
i AL o

EEE S :
Functional Constituencies:
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U7 2 &
Geographical Constituencies:
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fE M TEEREREANEE - F 20 AHE - 19 AEK - HREE
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 19 were present, 15 were in favour of the amendment and four
abstained; while among the Members returned by geographical constituencies
through direct elections, 20 were present and 19 were in favour of the amendment.
Since the question was agreed by a majority of each of the two groups of
Members present, she therefore declared that the amendment was carried.
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BFERNERBEGEEN K
URGING THE GOVERNMENT TO MAKE EFFECTIVE USE OF THE
SURPLUS AND PLOUGH IT BACK INTO THE COMMUNITY
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EMERY 30%E 50% - il - Al — il &8 24 Bifg — EF L ®PE
Ba: 1 B moving to a fixed (or smoother) investment return could bring
about a significant reduction in fiscal risks and desired reserves...... Such a

change in policy could reduce reserves required to withstand a string of five
deficits by around 7-10 percentage points of GDP, but by even as much as 20
percentage points over a 7 year horizon.” {55 230 - 20 5 BT 48 BF B 6 A0
SMRE B BRI 3 IR - AR E 2 RAVIEE A g B E o IR S E R
e iy Eh - PAPREE Y historical return S35 6. 4%HY [A] g 2K 5T & (F A] DL G fi
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e AE 5| 5t BT B B i 44 5% ( Arthur Grenfell CLARKE ) £ 1961 4 ( B /Y
% EET ) BRI S A AR nEE - £ Lk A : " And, Sir,
I expect, too, that my successor will make exactly the same mistake that I have
always made. He will underestimate revenue. He will underestimate his
revenue, because, like me, like so many of us, he will never be able to
comprehend how new and successful industries can be created overnight out of
nothing, in the face of every possible handicap; how new trade can suddenly
start up in some way that has never been thought of before; he, like me, will
never be able to comprehend how on earth our enterprising, ingenious,
hardworking people can ever manage to accomplish so much with so little.”
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Madam President, it is highly possible for the Government to achieve a
surplus of $5.6 billion as estimated in the 2006-2007 Budget or even more. Its
fiscal reserve stood at $307.1 billion at 20 November 2006, not even including
the investment income of $28.9 billion from the Exchange Fund reported last
week.  Aspiring to be a people-based Government, it is time for the
Government to plough the surplus back into the community for the benefits of the
people of Hong Kong.

Among other possible measures, the Government should consider
reducing the salaries tax to 2002-2003 levels so as to alleviate the financial
hardship of the middle-class earners who have been bearing an unfair share in
bailing the Government out of its fiscal deficit during the decade-long economic
downturn. The salary scale of the civil servants has been substantially reduced
in the last decade. It is high time that the Master Pay Scale should be brought
back up to an appropriate level to improve the morale of the civil servants. In
addition, the Government should raise the maximum annual deduction for home
loan interest from $100,000 to $200,000 and extend the limit for the deduction to
a total of 20 years. This is what I have been advocating for some time.

On the other hand, the Government must increase its investment in
infrastructure development. The unemployment in the construction sector is
still standing at more than twice the general unemployment rate of Hong Kong.
The annual $29 billion expenditure on infrastructure development the
Government has for years committed is simply not enough if Hong Kong is to
maintain its competitive edge. As reiterated by me on numerous occasions, the
Government has to expedite the implementation of essential cross-boundary
infrastructure facilities as well as railway projects to strengthen our
competitiveness. They include the Hong Kong-Zhuhai-Macao Bridge,
Guangzhou-Shenzhen-Hong Kong Express Rail, Eastern Crossing at Sha Tau
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Kok, Sha Tin to Central Link, Route 10, MTR Island Line and the Western
Extension of Island Line. With regard to the Sha Tin to Central Link, it makes
no sense for the Government to put the project on hold pending the merger of the
two railway corporations. Indeed, a rail link between Sha Tin to Central is long
overdue.

Apart from infrastructure development, the Government must also invest
in our education. More resources should be allocated to increase the places in
higher education and improve the quality of our degree and associate degree
programmes. Hong Kong must develop our own talents if we are to develop
into a knowledge-based economy. Developing our higher education is totally in
line with the goal of developing Hong Kong into a regional education hub as
envisioned by the recently released Report on Economic Summit on "China's
11th Five-Year Plan and Development of Hong Kong". 1 am particularly
pleased with its suggestion of increasing the intake of students from outside Hong
Kong from 10% to 20%, which is what I have been calling for years for the
Government to do in order to bring ourselves in line with the general practice of
tertiary education in other countries.

Madam President, most of the people in Hong Kong are in agreement that
the Government needs to exercise prudence in financial management. But this
does not mean that the Government should simply sit on its huge surplus. It
must invest for our future and take concrete measures to improve the well-being
of our fellow citizens.

With these remarks, I so submit. Thank you, Madam President.
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MR ABRAHAM SHEK: Madam President, Hong Kong's economic recovery
has been rapid, and the rebound in our real GDP growth has been much faster
than that of our Asian rivals. Even so, Hong Kong's per capita income is still
lower than it was at its peak in 1997. Social problems that have arisen from an
ageing population and widening gaps in wealth and knowledge have undermined
our economic competitiveness in the region.

At this juncture of our city's development as a world city, I strongly
believe that it is of paramount importance for the Financial Secretary to make the
best use of our fiscal surpluses and resources to accelerate economic
restructuring and so we can create more social wealth and pursue inclusive
€Conomic prosperity.

Restructuring infrastructure — vast network of capital-intensive services
including roads, railways, highways, utility distribution systems and
communications networks — 1is critical to our current and future economic
vitality. Despite the Government's financial commitment to infrastructure
investment of $29 billion annually, unfortunately, with departmental bureaucracy
in the transportation planning, our cross-boundary transportation networks have
not been keeping up with the need, and in many cases have even been falling
behind demand, hence significantly restraining our economic growth. The
Government must also cultivate an environment to attract private sector's
investment by first eliminating outdated bureaucratic laws and departmental
crave for power and control, particularly those of the lands and planning
department. The private sector's investment in development industry has
declined substantially over the last few years.

While Singapore is planning to slash its corporate tax as a direct move at
reclaiming foreign investment from Hong Kong, despite the Government's
efforts in boosting our city's status as the preferred regional base for
multinational companies, the result is still not satisfactory — it needed to do
more. In the 2007 Index of Economic Freedom report of the United
States-based Heritage Fund, though we are number one, Singapore is hailed as
the top country in business freedom and labour freedom, meaning that it is easier
to start, operate, open and close a firm there. I strongly urge our Government
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to utilize its financial resources to create a business environment ideal for
attracting more overseas corporations and encourage more local investments.
Our Government must provide more incentives for private investment. What
the Government can properly do is to work to sustain a competitive
business-friendly environment by restraining its increasingly interventionist
sentiments, particularly as I said earlier, those of the building, land and planning
sectors.

Also, to raise the skill level of Hong Kong's workforce, the Financial
Secretary must invest, and has invested, heavily in retraining and in upgrading
higher education with an emphasis on research and building up a talent bank. It
is a global trend to encourage universities to become more international in
outlook and development. Our Government must invest in building more
dormitories, facilities and campuses at local universities to accommodate a
growing number of expatriate elites from overseas.

Madam President, I am sure our Government would not allow our
problems to persist, with poverty and the widening gap between the rich and the
poor, and would work hard to alleviate these unwanted realities.

As an anti-poverty issuer I applaud the Government and in particular the
Financial Secretary in keeping its commitment to introduce a trial scheme
providing transport subsidies to all low-income earners. The financial
commitment of this scheme is insignificant but this minor step is a bold step in
the right direction in alleviating poverty. And I wish they could do more in the
future. The Government must also redouble its efforts to alleviate poverty at
the district level by joining hands with businesses and community groups to
launch pioneering social enterprises to enable the unskilled and the disabled to
make a decent living. It will help them integrate into the community and
enhance their sense of self-reliance.

Madam President, I am opposed to the Honourable CHAN Kam-lam's
amendment urging the Government to introduce more deductible allowances that
would make our tax base even more narrower. Overstepping that limit could
seriously undermine our city's competitiveness, which is built on, among other
things, a low and simple tax regime. An ageing population means not only a
sharp decrease in the number of salaried taxpayers, but also a higher spending
pressure on health care and social welfare services. Definitely, over time we
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need to spend more on our health care policy and that in the education sector. I
am sure that the present surplus must be carefully preserved for rainy days as we
have seen in the recent years.

I believe the golden rule of fiscal policy is that a government's budget
should be balanced over the economic cycle, and a sustainable public finance
system 1is absolutely required for achieving high and stable rates of economic
growth. The Financial Secretary must strive to maintain fiscal sustainability
and utilize our resources to achieve broader economic and social goals.

Thank you.
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Mr CHAN Kam-lam rose to claim a division.
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 16 were present, nine were in favour of the amendment and seven
abstained; while among the Members returned by geographical constituencies
through direct elections, 22 were present, 15 were in favour of the amendment
and six abstained. Since the question was agreed by a majority of each of the
two groups of Members present, she therefore declared that the amendment was
carried.
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Mrs Sophie LEUNG rose to claim a division.
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 17 were present, 10 were in favour of the amendment and seven
abstained; while among the Members returned by geographical constituencies
through direct elections, 23 were present, 21 were in favour of the amendment
and one abstained. Since the question was agreed by a majority of each of the
two groups of Members present, she therefore declared that the amendment was
carried.
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NEXT MEETING

FE KR EEMAARE -AGE200FE1IHIHEW =4 11 F@EgF -

TEEZFRM LT 38 K& -
Adjourned accordingly at twenty-two minutes to Eight o'clock.
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Appendices II and III
WRITTEN ANSWER

Written answer by the Secretary for Housing, Planning and Lands to Mr
LAU Kong-wah's supplementary question to Question 4

As regards the cost of the maintenance work for each Home Ownership Scheme
(HOS) court under 2007 Phase I and whether the Hong Kong Housing Authority
(HA) would follow the practice of the Hong Kong Housing Society (HS) of
providing flat owners with information on rectified items in their flats, as said in
the main reply, the surplus HOS flats are generally in a good condition. Only
some of them have isolated building defects, such as mini-cracks on walls as well
as corrosion and malfunction of metal components, which have nothing to do
with building structure. The HA has undertaken touching-up and repair works
accordingly. The estimated costs for the touching-up and repair works for the
HOS flats under 2007 Phase I prior to their sale are as follows:

Name of Number of | Estimated cost for touching-up and | Estimated cost for touching-up and
HOS court flats repair works for each flat ($) repair works for the court ($10,000)
Kingsford Terrace 1200 2,000 240
Yu Chui Court 1 489 2,000 297.8
Tin Fu Court 367 2,000 73.4

As the touching-up and repair works for the three HOS courts are still at
their final stage, the costs are yet to be finalized.

From what we have understood from the HS, the HA handles the sale of
HOS flats in a similar way to the HS. Before the handover of the flats, the HS
would carry out detailed inspection and undertake touching-up and repair works
to ensure that the quality of the flats is up to a reasonable level. The tenants are
also provided with one-year free maintenance service. However, the HS has
never informed individual owners of the defect rectification works undertaken in
their flats.

In fact, the rectification works required for individual flats are always
different. Informing individual owners of every item of defect rectification
would entail a lot of extra resources. The HA would inspect all flats in detail
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WRITTEN ANSWER — Continued

and carry out the necessary touching-up and repair works to ensure that they are
in a good condition before the handover. The HA would also follow up the
defect reports submitted by the owners after the handover and offer a one-year
defects liability period for flats never occupied before in order to better
safeguard the interests of the owners.



