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TABLING OF PAPERS

TS RRE (B ) F 21 () HRARERR -
The following papers were laid on the table pursuant to Rule 21(2) of the Rules
of Procedure:

I 88 i B SCE V4

( C2006 FELENREREE (ELEKER
I E g A E M e — R IEET ) &6 )
(AEHEHB ) A8 o EEAE 44/2007

2007 Eym kAR ((BEvEE ) ((BE])
B Y EEEASE 45/2007

(2007 5k EREB AR ( TpE 75 /KM nE )
(BET ) HBY o EEAE 46/2007

(2007 F 22 FRIAEE AR (12ET )
(BET ) HBIY EHRAE 47/2007

(2007 B AW ( HEFEE MRE ) (BE])
B Y e EEEAE 48/2007

(2007 FERE A (BB ) ((BFT)
B Y EEEASE 49/2007

2007 FEEE A (B ALIHEZLFITE —
LR R EHER ) B ) ..o EHEAE 50/2007

(2007 FFERE A ( ANFLRBEE®R ) ( EE])
O Y EEASE 51/2007

(2007 FIEREACE ( HEmZ I LEM ) (BE])
52 K S EEAE 52/2007

T 2 75 7K B b B o A B9 0 B R O R Al
S 2007425 121 & =
25 557 1 B & H
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Subsidiary Legislation/Instruments No.

St. Stephen's College Incorporation (Change of
Name of the Council of St. Stephen's
College and General Amendments)
Ordinance 2006 (Commencement)

J\\[0] (¢ L.N.

Sewage Services (Sewage Charge) (Amendment)

Regulation 2007 ........ccovvviiiiiiiiiinnnnn... L.N.
Sewage Services (Trade Effluent Surcharge)
(Amendment) Regulation 2007................ L.N.

Particulars Relating to Candidates on Ballot
Papers (Legislative Council) (Amendment)

44/2007

45/2007

46/2007

Regulation 2007 ........ccoovviiiiiiiiiiinnnnnn.. L.N. 47/2007
Road Traffic (Construction and Maintenance

of Vehicles) (Amendment) Regulation

2007 o L.N. 48/2007
Road Traffic (Driving Licences) (Amendment)

Regulation 2007 ........ccoovviiiiiiiiiinnnnn.. L.N. 49/2007
Road Traffic (Disabled Person's Parking Permit —

Simplification of Application and Renewal

Procedure) Regulation 2007 ................... L.N. 50/2007
Road Traffic (Public Service Vehicles)

(Amendment) Regulation 2007................ L.N. 51/2007
Road Traffic (Registration and Licensing of

Vehicles) (Amendment) Regulation 2007 ... L.N. 52/2007
Technical Memorandum on Procedures and

Methods for Sampling and Analysis of

Trade Effluents ...................ooooiin. . S.S.No. 5

to Gazette

No. 12/2007
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HAth S

B9 — BTEHKmILEXPES
BHE_EEAENAA=+—HREIEWEE
RETWREREHREEFESTETETRERS

#8055 — EEESENIES
BE_ZEFZANFE/\H=Z1+—HRILNEE
METRRH A EHFFETEZF RO S
Other Papers
No. 79 — Audited Statement of Accounts of the Hong Kong Rotary

Club Students' Loan Fund together with the Director of
Audit's Report for the year ended 31 August 2006

No. 80 — Audited Statement of Accounts of the Sing Tao Foundation
Students' Loan Fund together with the Director of Audit's
Report for the year ended 31 August 2006

mEEHMNEEEE
WRITTEN ANSWERS TO QUESTIONS

& E it & 7w Eh
Promoting Social Mobility

1. WBHREBER: LH B KFHTE( HaET )AL 2006
N LI F it B Efg R T - RBEXRIEFET LA Z (LG Z - D E
FKIEHT WA L+ T AN L R 7 LAt & ] £ g B B & I8 i 2 - Bt
It BT A] & & A &

(=) BEGERERAELA T G5 E BT 2
TFHAIF I -

(=) &P I _L A E I B A B - LR A EH
1680 AR E TR T EE - HEFIE - g R R



LEE — 2007 3B 28 H
LEGISLATIVE COUNCIL — 28 March 2007 11

(=

i I A% i D K (T A ZE R EE T B R B (6T R R A
KIETZHI BT ) TR 7 9 7 16 7
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EMZOFE®RE  SREFKEPHEEZ D - 15 K
E#HH  CHEHTHMEXREHE  BEPEFRERANH S —
MEENFE  ERNFHERARENTELHEE - LI #E—
SR ER s NRERIEREEFNEZE LT DLREER
EEFRERZOCRBARMBEAEE TERA - 2B EZERBRAERS
BHEBE I EZ R -

i SE TR K A1t 27 B A L] H 88 56 74 T3 2 BR AL R 9 I i =l
REFTHARNRE RS B B EERE - DIRFFHEK
s IR S0 - (EE A E AR E Ay E R o BIE N D & E BR
- MEEADNERE B R - ELFRAFERADME
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— e T R AL B IR AL TR R A E BRI OK -

— =AY E &8 L EI AN B B e AN A A R AT A
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P — R © 1998 2 2003 FHAMAERLE T - BE
ol T A AR AN B S AR A B 5 — (AL 3R o EH R 1R S
N FRIHNE A 2RI A N 13 2R 56 5E 36 A0 2 BJRHT B9 15
nEEBRAANLEE LB AEERK - 88T 8RB
2003 FREPREH R MY EREK  EERERIC I EHHEMN . £
ANDER AN LB LR A B -
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EntEFmE | AR LAY MEBKNTS - &5 85 iR it
BB ARBESE - Atk BRIkAANLEZEEEHCHWES IR
E2HEKEED > FAZRABBNREMLE - REFBREER
FEMETH—IEWS B BEOERAALRE LLERTSEER
Btk EEEAEH » 1F 1996 FM A AP RER 2060 T A/ - F
42%1E 2005 FE EA R A HI®RESLE -

(=) ZERBAZEREGREORERFN  RABEEEZEE ML
TSR R AN RS EENREGEM AR
Hof s ANO&E#E - £F A8 BB RNEN - g R8E ko
fii v TER > BUFEABOR > B EREES - AREME KL
BER 2 - WOt HEDLRE (S U A 22 R Rk & i B S A OR K B

0 DU SRR -

Ry B TE 0 A (WA o3 A1 15 DO R0 AH BE A ik & R RS A 3R 0 AT
PR B IEMRE 2006 F P AN IR AT Fr i BB 2= ELE - sEIRA
ZPHETT AT - THETH B A EE S A A 2007 EFE P L -

(=) BUENRETRAEE  FFileREERA NGt ELN
TE N —EHARIRBREEY  HPEEHRE LA HEFE
A 5 A A AR 75 - 38 28 i 5 Y BE SRR AR A BUR B X —~F DL E - 3
MOEHIEANAKRBERBCR  hEDEELAEFTHIOVE
WAFRERMEED - 5 WP TIEADS s IERN=72—
AN F R TR AN LB AERMEZA -

e 25 TE A R R 0 B R A RO AE DR B e e AN EBE - R
oo i AT R B M S B ik & A B A o0 AR 1Y 2 B 1T B
gt o Hih—IEM eGSR BN - £ 10 F o8l g » EFERARIK
Y W {8 R 51 BT 15 1Y 538 58 ik & i AR 3R R - (5 R e A e
Al B K =03 2 — o 1 At AP RS R 1R my i A BIEE RS ik
& A ) IR ORWE R = o BT R IE L S BSR4 ] 52 B 0 A o) B S
TR AR AT » FERER 2007 EEPH R EERE T — 0
N

James P. Vere » “Uf AR B EHEIFZ2” ( “Special Topic Enquiry on Earnings Mobility” )
EHE AT MR R > 2006 £ 9 H - B Xt EHKREZE S 2006 &
11 H 20 HE#WER U “BRMAREEZE" B ( SR 5E CoP 23/2006 )
<http://www.cop.gov.hk/eng/pdf/CoP %20Paper %2023-2006(eng).pdf > -
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B Ik [ By 8P 7R B EORR M Y 5 Bt - B E HCE 85 AR IR T BCRE
s Byt A e BiEEEBRRARE T E T - WME
FidE R DR EHE ML EE I e Bl at & DU RE T ZA
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g -

MEHRE

Employment Statistics

2. BTHRBE : LH HREFTTE ( "HaE”™ ) wmEey 2005 F &
2006 F gt B HE - BT 7] & LT 15T HAFFFE FEN L8970 HEH (T
ITHENFIEEFE A ~ SR IEFLRAEE T EATET 7 K LELRE 35
NIFHIEEFEAN L) 7
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W al BT T K AT L (F
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B () - - P
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zZE |\ PR3
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HMEEHBREBRBR : £F > REMFEETH "HFaEAHHE" &
i A 0 2006 F K 2006 FZ MBI~ #EFAET T RN B L IER B A B IA
BlommEANL (BMREREE  SMEREMLTRAER AT 7 R AR KR
mIfEAR 36 /Ny EEZE A LBRSN ) B H (T A ) 21F -

Ffr 2 2005 4F

AFHEEFERA (#Er )
e/ ﬁﬁ;;;;iéffﬁ e 13,000 F |5, 000 F |7, 500 F| 1 HBL o
3,000 | 4,999 | 7.499 | 9,999 L

| DR 35 62. 0 33.6 13.2 4.9 12.2 126. 0
35 F 49 9.7 51. 0 135. 1 129.5 382.5| 707.7
50 £ 59 1.2 14.6 55.9 37. 1 107.5| 216.5
60 3% DL L 2.6 15. 4 71. 1 32.2 50.8| 172.0
/INEE 75.6 | 114.6 | 275.4 | 203.7 552. 9| 1222.2

B (DR 385 29.8 24. 6 26. 1 13.3 14.5 108. 3
35 F 49 10. 1 29.4 | 125.0 154. 9 567.7| 887.0
50 £ 59 1.6 7.5 46. 6 64.5 225.7| 345.9
60 3% DL L 4.1 10.7 87. 17 85. 0 209.7| 397.3
/INEE 45. 6 72.1 | 285.5 | 317.7 | 1017.6| 1738.5

B |AH 35 91.8 58. 2 39.3 18.2 26.7| 234.3

&3 35 F 49 19.8 80.4 | 260.1 | 284.3 950.2| 1594. 8
50 £ 59 2.9 22. 1 102.6 | 101.7 333.2| 562.4
60 2k DL k= 6.7 26. 1 158.8 | 117.2 260.4| 569.3
e &t 121. 2 186. 7 560. 8 521.4 | 1570.5| 2 960.7

0 2006

EHEEFE WA (ET)
B atFT T KT L F

ek D |3 000 F 5, 000 F\|7, 500 F | 1 H2
hF8 (B ) - w4
3,000 | 4,999 | 7.499 | 9,999 L E

M DAY 35 60. 3 37.2 14. 2 5.9 14.1 131. 6

35 & 49 9.6 49.5 137. 4 136.5 401. 4 734.3
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AFHEEFERA (#Er )
e/ ﬁﬁ;;;;iéffﬁ e 13,000 F |5, 000 F |7, 500 F | 1 HEL o
3,000 | 4,999 | 7.499 | 9,999 L
50 £ 59 1.4 12.5 52. 6 38. 6 108. 1 213.2
60 2 DL k= 1.7 12. 6 64. 7 32.8 52.8| 164.7
/INEE 73. 0 111.8 | 268.8 | 213.7 576.3| 1243.7
S |2 35 26. 3 23.3 26. 7 15. 2 15. 8 107.3
35 E 49 9.5 23.2 | 121.3 165. 3 594.7| 913.9
50 £ 59 2.0 6.7 43.0 63.8 216. 1 331. 6
60 2k DL | 2.5 8.9 84.1 81.3 205.7| 382.4
/NEE 40. 2 62. 2 275. 1 325.5 | 1032.3] 1 735.3
B |AH 35 86. 7 60.5 40. 9 21. 0 29.9| 239.0
&ai 35 E 49 19.0 72.7 | 258.6 | 301.7 996.0| 1 648.2
50 & 59 3.3 19.3 95. 6 102. 4 324.2| 544.38
60 2 DLk 4.2 21.5 | 148.8 | 114.1 258.5| 547.1
A &t 113.3 174.0 543. 9 539.2 | 1608.7] 2979.0
i EBRAERM R - (8B B 0 K vl BEEL AR EF IR A A -
NUBRRATARE THE

Assault of Front-line Public Hospital Staff

3. ERmE T L ALE AR ST H 202807 B A FTiR A
Ifgiﬁﬁﬁ/ﬂﬁ%’f“/( EIE - A BRI 215 » BLUL - B & AT &
MBS EH g ( "' ) -

(—) H#BE3E FEZEGHIEER ZBRESHZDL

(=) AL 3FE - FFIF R H TN BEEEZ G A 15T # 18 & 1978 85 7%
s K

(=) 2 Gt BRI T W 5 (R B TR B L HIN B L% HH -
flE s EHE o RABM?
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DR DAVID LI: Madam President, may I first take this opportunity to
congratulate our Financial Secretary for restoring Hong Kong to fiscal health.

With the economy growing strongly, government revenue has been
equally strong. However, what has impressed me most is the Government's
admirable record of restraint in public spending.

The Financial Secretary has maintained the Government's operating
expenditure at below $200 billion for three years in succession. In so doing, he
has succeeded in lowering the ratio of public expenditure to GDP to around 17 %,
from 22.5% in 2003-2004. This is a commendable achievement.

The Financial Secretary has made great strides in eliminating waste in the
Government, and in delivering value for money. In short, he has succeeded in
changing the culture in the Government. This important achievement will have
a long-term positive impact on the development of our economy.

In fact, if not for his determination to control spending, the Financial
Secretary would not be in a position to return wealth to the people of Hong
Kong.

Thanks to his efforts, he has been able to recognize the sacrifice made by
the middle class in recent years. The tax concessions he announced will be
particularly helpful to those in the lower and middle-income bands. The rebate
on rates will benefit all homeowners. An extra month of assistance to seniors
and those on relief is an especially welcome surprise. The reduction in the duty
on wine and beer brings Hong Kong policy closer to other jurisdictions in the
region, and worldwide. It recognizes the importance of the hospitality industry
to our economy, and the growing sophistication of our city.
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However, having had such a clear vision when returning wealth to the
people, I find it troubling that the Financial Secretary did not show the same
level of foresight when he turned his gaze to corporate taxation.

Specifically, the Financial Secretary once again ignored the Finance
sector's long-standing request that the Government allow a greater degree of tax
relief for group losses.

The industry has presented detailed arguments supporting its view that the
absence of group loss relief acts as a brake on the development of the local
financial services industry. All of our rivals have adopted this provision,
leaving us very much the odd man out. We must consider our competitive
position.

The Government's response to the report of the Financial Services Focus
Group under the Economic Summit on the Mainland's 11th Five-Year Plan
showed that this Administration fully understands the importance of developing
our city as a financial centre of global significance.

Hong Kong can best serve our country by extending its already formidable
strength in financial services. As we move to stake our claim as a leading
financial centre, we can no longer afford to delay a review of our policy on
group loss relief.

With group loss relief in place, we would offer a more welcoming business
environment to international financial service companies. Separate
incorporation allows a more rational structuring of business endeavours. It
allows regulated businesses to be separated from non-regulated business. It
promotes risk-taking and entrepreneurship.

While the Financial Secretary was silent on the issue of group loss relief
this year, he did address the issue in his previous Budget. At that time, he
stated that group loss relief could easily be abused. He estimated that the
exemption would cost billions of dollars a year in lost tax.

I believe the experience of other jurisdictions will show that this is a rather
simplistic and dismissive argument. I see no reason why the Inland Revenue
Department should not be able to set controls on group loss relief — controlling
the types of losses; those eligible to claim; the amount of losses, and the timing
of making such claims.
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Through these and other measures, it should be possible to design a regime
which protects government revenue, while enhancing Hong Kong's
attractiveness as a financial centre.

I do not need to remind the Financial Secretary that revenue lost to tax
relief is only one side of the equation. The Financial Secretary earlier took the
very bold decision to eliminate estate duty and to exempt offshore funds from
Hong Kong tax. These two measures have been very successful in enhancing
Hong Kong's role as a fund management centre, attracting more financial service
activities to our city and contributing to the growth of our economy.

By adopting group loss relief, we will further enhance Hong Kong's
attractiveness as a financial centre. This in turn will generate more jobs and
new revenue for the public purse.

We do not have the luxury of time. We have staked out a claim to be the
financial centre for this region, just as New York serves the Americas and
London serves Europe. Our competitors have heard our call, and will make
every effort to undermine our plans.

I urge the Financial Secretary to take note of my remarks, and to make a
commitment in his response to review the policy on group loss relief.

At the same time, may I request that the Financial Secretary also review
the policy on collective impairment loss, formerly known as the "general bad and
doubtful debt provision". A recent change in accounting standards has made
the calculation of this provision more scientific. However, it has not answered
the banking sector's concern that the provision remains non-deductible for tax
purposes.

The Hong Kong Association of Banks has raised these two issues with the
Government many times in the past. Both group loss relief and the treatment of
collective impairment loss have a major bearing on our development as an
international financial centre of global significance.

My colleagues in the Finance Constituency were disappointed that these
two issues were not addressed in the Budget. We very much look forward to

the Financial Secretary's response at the close of this debate.

Thank you, Madam President.
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DR RAYMOND HO: Madam President, our Financial Secretary should be the
envy of his counterparts in other countries. There are no money worries for
him, either in his personal capacity or his official one as the Financial Secretary.
More than that, he has not only a surplus at his disposal but also a huge one, at
least 10 times more than his forecast.
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Flushed with a surplus of $55 billion which will be higher when the final
accounts are completed for the financial year, the Government has finally done
something in response to our repeated calls for sharing the wealth. I am pleased
that some of my proposals have been included in this year's Budget. Many
taxpayers will therefore benefit from the revision of marginal tax rates and tax
bands to their 2002-2003 level, higher tax allowances for children and new born
babies, tax rebates up to $15,000 and the waiving of rates for the first two
quarters of 2007-2008. But their impacts cannot be overrated as some of them
are on one-off basis.

Given the fact that the middle-class earners have been bearing a major
share in bailing the Government out of its fiscal deficit during the decade-long
economic downturn, the Government should and could do more to help alleviate
their financial burden. Raising 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 is among the possible options.

In the past decade, the salaries of civil servants have been substantially
reduced. It is high time for the Government to review their pay and bring it up
to an appropriate level based on a longer term or duration in comparison with the
private sector in order to improve their morale.

With a large surplus in hand, it is disappointing that the Financial
Secretary only reiterated in the Budget the Government's commitment of
spending $29 billion per annum on infrastructure projects for the coming few
years. As I have said on many different occasions in this Chamber, the annual
$29 billion expenditure on infrastructure development is simply not enough to
revitalize the local construction industry in Hong Kong. The unemployment
rate in the engineering and construction sector is still standing at more than twice
the general unemployment rate of Hong Kong. Moreover, the Government's
repeated commitment to the annual expenditure of $29 billion is quite
misleading. = The annual expenditure on Capital Works Programme in
2005-2006 reached only $26.5 billion, while that for 2006-2007 and 2007-2008
will only be $22.1 billion and $20.4 billion respectively. The engineering and
construction industry is asking the Government to address this urgently.

Failure of the Government to dish out enough Category B and Category C
works during the last 10 years has created such a vacuum of projects. I have
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repeatedly warned the Government for this undesirable consequence and, in fact,
although it was stated in the policy address some three years ago confirming
more such contract preparation work, it did not, however, materialize.

Rail development is another area of serious underspending in recent years.
There is no rational basis whatsoever to put our railway development on hold
pending merger of the two railway companies. The Sha Tin to Central Link
(the Link) has been dragging on for years. Its early implementation is essential
to the transport infrastructure development of Hong Kong as the Link will offer
another important central harbour railway crossing. The project should be
proceeded with the full alignment from Sha Tin to Central rather than phased
implementation from Sha Tin to Hung Hom in the first stage as the Government
is now suggesting. The Government must take into consideration the interests
of commuters, particularly when the Government is reporting a huge surplus.
For the same consideration, the Government should also expedite the
implementation of the MTR South Island Line and West Island Line.

On the other hand, the Government should make use of this year's surplus
to invest in our cross-boundary infrastructure development. The Hong
Kong-Zhuhai-Macao Bridge, Guangzhou-Shenzhen-Hong Kong Express Rail
and Eastern Crossing at Sha Tau Kok have long been overdue. As I have
suggested before, it is more cost-effective to incorporate the rail link in the
proposed Hong Kong-Zhuhai-Macao Bridge rather than build a separate rail link
on its own at a later stage. But a swift decision on the subject is necessary.
Further delay in constructing the Bridge will be detrimental to the interests of all
parties concerned including Hong Kong.

The construction of the Guangzhou-Shenzhen-Hong Kong Express Rail
must also be expedited, too. Instead of running on tracks of existing West Rail
as initially proposed, the Express Rail should have a separate route alignment so
as to allow the trains to run at full speed in the Hong Kong section. It makes
absolutely no sense to have a city-to-city express train service connected to a
local urban train system. We must be aware that the Mainland is talking about
express trains running at 250 km per hour. The "designated corridor" option is
surely within the realm of our affordability. As for road link, the construction
of the Eastern Crossing at Sha Tau Kok should start without further delay so as to
alleviate the traffic congestion at our border crossings.
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For the sake of the future of Hong Kong, I urge the Government to review
its annual spending on infrastructure development. Its strong financial position
should allow it ample room to increase its investment in this respect. Investing
in infrastructure development will spur our economy on and create employment
in the short run while it will strengthen our competitive edge in the long run with
better infrastructure and facilities.

With these remarks, Madam President, I so submit. Thank you.
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MR BERNARD CHAN: Madam President, as the Financial Secretary noted in
his Budget last month, the Hong Kong economy has made a very impressive
recovery since the time he first took over the post. Most of the indicators, such
as growth rates, job creation and unemployment, show a very positive picture.

Most of all, he has recorded a large budget surplus. Compared with four
or five years ago, this is a significant turnaround. And of course the surplus
from last year is much bigger than expected.

When revenue overshoots the budget, it is only natural that people expect
the Government to return the excess money to the community. And it is
inevitable that there will be disagreement about how exactly to distribute that
surplus.

I believe the Financial Secretary has struck a good balance with his salaries
tax, rates and social security bonuses. The salaries tax bonus will give
middle-class taxpayers a break. The relief on rates will help households and
small businesses. At the same time, the bonus for social security recipients will
help out the elderly and other people on very low incomes.

By going back to the 2002-2003 marginal tax rates and bands, he will also
benefit the vast majority of salaries taxpayers. And the increase in tax
allowance for children will obviously help our families. These are popular
measures, but they are also sensible, given the Government's financial position.

The Financial Secretary's spending plans are also reasonable. 1
particularly support the range of projects aimed at the disadvantaged. Some of
these projects are focusing on specific areas of need, like the provision of more
places in pre-schools and elderly care centres. And some of them are exploring
ideas that are new to the Government, like encouragement for social enterprises
and the establishment of a child development fund. It will be interesting to see
how successful these new approaches are.

I also look forward to the forthcoming consultation on health care reform,
which the Financial Secretary mentioned.

Madam President, a big surplus probably makes the Financial Secretary's
job harder rather than easier. He has to choose how to use the excess money,
and inevitably he will disappoint some people.
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But I think he has made the right decisions here. Although our economy
performed strongly in 2006, we cannot guarantee that it will do just as well this
year or the next. This Budget relieves at least some burdens and offers more
help where it is needed. Yet it is still prudent.

I support the motion, Madam President.
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SUSPENSION OF MEETING

IR SREVMHART RBGEHGHGE - BRTF 28 30 5

M o

UZEEFRTFTHE] 3EFE# -
Suspended accordingly at one minute past Seven o'clock.



