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OFFICIAL RECORD OF PROCEEDINGS

2007 EF 10 B 26 HEH A
Friday, 26 October 2007

T IO IEERESE
The Council continued to meet at Nine o'clock

HEZE
MEMBERS PRESENT:
EEEGRER#BA - KEHHE - GBS, LP.

THE PRESIDENT
THE HONOURABLE MRS RITA FAN HSU LAI-TAIL, G.B.M., G.B.S., J.P.

Hik#i#E&a - G.B.S., J.P.
THE HONOURABLE JAMES TIEN PEI-CHUN, G.B.S., J.P.

MR #%E

THE HONOURABLE ALBERT HO CHUN-YAN
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THE HONOURABLE LEE CHEUK-YAN

FiE## A - S.CL 1P
THE HONOURABLE MARTIN LEE CHU-MING, S.C., J.P.

FEEHE  KREMNEHE - GBS, P
DR THE HONOURABLE DAVID LI KWOK-PO, G.B.M., G.B.S., J.P.

FHEHKE - 1P
THE HONOURABLE FRED LI WAH-MING, J.P.
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HBH#EE S - S.B.S., I.P.
DR THE HONOURABLE LUI MING-WAH, S.B.S., J.P.
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THE HONOURABLE MARGARET NG

FRms#EE - G.B.S., J.P.
THE HONOURABLE MRS SELINA CHOW LIANG SHUK-YEE, G.B.S., J.P.
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THE HONOURABLE JAMES TO KUN-SUN
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THE HONOURABLE CHEUNG MAN-KWONG
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THE HONOURABLE CHAN YUEN-HAN, S.B.S., J.P.

R B g E - G.B.S., I.P.
THE HONOURABLE BERNARD CHAN, G.B.S., J.P.

b ks & - S.B.S., J.P.
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2R E7FHEEe - GBS, JP.
THE HONOURABLE MRS SOPHIE LEUNG LAU YAU-FUN, G.B.S., J.P.
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THE HONOURABLE LEUNG YIU-CHUNG

HiifEza - S.B.S., J.P.
THE HONOURABLE SIN CHUNG-KAI, S.B.S., J.P.

#HHEIL#A - G.B.S.
DR THE HONOURABLE PHILIP WONG YU-HONG, G.B.S.

B AR E - S.B.S., J.P.
THE HONOURABLE WONG YUNG-KAN, S.B.S., J.P.
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Mitpki® & - G.B.S., J.P.
THE HONOURABLE JASPER TSANG YOK-SING, G.B.S., J.P.

BEREZEE » S.B.S., J.P.
THE HONOURABLE HOWARD YOUNG, S.B.S., J.P.

Lif#Ea - 1P
DR THE HONOURABLE YEUNG SUM, J.P.

#THamE - 1P
THE HONOURABLE LAU CHIN-SHEK, J.P.

FTHHE - J.P.
THE HONOURABLE LAU KONG-WAH, J.P.

FIEFEE - REMHE - GBS, JP
THE HONOURABLE LAU WONG-FAT, G.B.M., G.B.S., J.P.

e 0 GBS, JP.
THE HONOURABLE MIRIAM LAU KIN-YEE, G.B.S., J.P.

FEMEE - J.P.
THE HONOURABLE EMILY LAU WAI-HING, J.P.
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THE HONOURABLE CHOY SO-YUK, J.P.
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THE HONOURABLE ANDREW CHENG KAR-FOO

EEE®E - G.B.S, J.P.
THE HONOURABLE TAM YIU-CHUNG, G.B.S., J.P.

fiisd#EE - S.B.S., J.P.
THE HONOURABLE ABRAHAM SHEK LAI-HIM, S.B.S., J.P.
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ZHE¥EH#EE - B.B.S., J.P.
THE HONOURABLE LI FUNG-YING, B.B.S., J.P.

RFEAREE - S.B.S., I.P.
THE HONOURABLE TOMMY CHEUNG YU-YAN, S.B.S., J.P.

PR EE S
THE HONOURABLE ALBERT CHAN WAI-YIP

B Ei#Ese o S.B.S., J.P.
THE HONOURABLE FREDERICK FUNG KIN-KEE, S.B.S., J.P.

wEm#EE » S.C.,JLP.
THE HONOURABLE AUDREY EU YUET-MEE, S.C., J.P.

JiMEE - J.P,
THE HONOURABLE VINCENT FANG KANG, J.P.

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

FKERKE

THE HONOURABLE LEE WING-TAT
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THE HONOURABLE LI KWOK-YING, M.H., J.P.

FZEBRE - J.P.
DR THE HONOURABLE JOSEPH LEE KOK-LONG, J.P.

Mgz e - S.B.S., J.P.
THE HONOURABLE DANIEL LAM WAI-KEUNG, S.B.S., J.P.

Mk E - S.B.S., J.P.
THE HONOURABLE JEFFREY LAM KIN-FUNG, S.B.S., J.P.
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THE HONOURABLE ANDREW LEUNG KWAN-YUEN, S.B.S., J.P.
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RrEHEs - S.C

THE HONOURABLE ALAN LEONG KAH-KIT, S.C.
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THE HONOURABLE LEUNG KWOK-HUNG

HBERBEE
DR THE HONOURABLE KWOK KA-KI
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DR THE HONOURABLE FERNANDO CHEUNG CHIU-HUNG

REEARR 2 - S.B.S., J.P.
THE HONOURABLE CHEUNG HOK-MING, S.B.S., J.P.

= EOt# A - B.B.S.
THE HONOURABLE WONG TING-KWONG, B.B.S.
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THE HONOURABLE RONNY TONG KA-WAH, S.C.
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THE HONOURABLE CHIM PUI-CHUNG

2FH kg » S.B.S., J.P.
PROF THE HONOURABLE PATRICK LAU SAU-SHING, S.B.S., J.P.
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THE HONOURABLE ALBERT JINGHAN CHENG, J.P.
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THE HONOURABLE KWONG CHI-KIN
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RFZE
MEMBERS ABSENT:

fmeERZEE - S.B.S., S.B.ST.J., J.P.
IR DR THE HONOURABLE RAYMOND HO CHUNG-TAI, S.B.S.,
S.B.ST.J., J.P.

EE#Z#5 - GB.S.,JP
THE HONOURABLE TIMOTHY FOK TSUN-TING, G.B.S., J.P.

HFEHRES -
PUBLIC OFFICERS ATTENDING:

WF E A R EEF 4L - GBS, JLP.
THE HONOURABLE HENRY TANG YING-YEN, G.B.S., J.P.
THE CHIEF SECRETARY FOR ADMINISTRATION
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THE HONOURABLE JOHN TSANG CHUN-WAH, J.P.
THE FINANCIAL SECRETARY

myE A EECRESRE - S.C, 1P
THE HONOURABLE WONG YAN-LUNG, S.C., J.P.
THE SECRETARY FOR JUSTICE

AERREERFRHEEG L - G.B.S., J.P.
THE HONOURABLE MICHAEL SUEN MING-YEUNG, G.B.S., J.P.
SECRETARY FOR EDUCATION
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THE HONOURABLE FREDERICK MA SI-HANG, J.P.
SECRETARY FOR COMMERCE AND ECONOMIC DEVELOPMENT

B e M 2 5 e SR o A B B e A 0 TP
THE HONOURABLE STEPHEN LAM SUI-LUNG, J.P.
SECRETARY FOR CONSTITUTIONAL AND MAINLAND AFFAIRS
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REZ /R EEFESS4E > LD.S.M., J.P.
THE HONOURABLE AMBROSE LEE SIU-KWONG, I.D.S.M., J.P.
SECRETARY FOR SECURITY

BV REERRBEE -84 - S.B.S., J.P.
DR THE HONOURABLE YORK CHOW YAT-NGOK, S.B.S., J.P.
SECRETARY FOR FOOD AND HEALTH

ABEEBRREEamFEELL - GBS, J.P.
THE HONOURABLE DENISE YUE CHUNG-YEE, G.B.S., J.P.
SECRETARY FOR THE CIVIL SERVICE

RBEBRRBRYG @KL - IP,
THE HONOURABLE TSANG TAK-SING, J.P.
SECRETARY FOR HOME AFFAIRS

gZLkENRRRRES %4 - GBS, JP.
THE HONOURABLE MATTHEW CHEUNG KIN-CHUNG, G.B.S., J.P.
SECRETARY FOR LABOUR AND WELFARE

B % 25 75 Je R 7S Je) S R PR R e iz - S.B.S., J.P.
PROF THE HONOURABLE CEAJER CHAN KA-KEUNG, S.B.S., J.P.
SECRETARY FOR FINANCIAL SERVICES AND THE TREASURY

HRRFREMWEH # 2t - J.P.
THE HONOURABLE MRS CARRIE LAM CHENG YUET-NGOR, J.P.
SECRETARY FOR DEVELOPMENT

RiERRREEERE - TP
THE HONOURABLE EDWARD YAU TANG-WAH, J.P.
SECRETARY FOR THE ENVIRONMENT

Bim KRR RS gL+ - P
THE HONOURABLE EVA CHENG, J.P.
SECRETARY FOR TRANSPORT AND HOUSING

A O TR R R R R Bk o TP
PROF LAU SIU-KAI, J.P.
HEAD, CENTRAL POLICY UNIT
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JIERE -
CLERKS IN ATTENDANCE:

E R EE L - TP
MR RICKY FUNG CHOI-CHEUNG, J.P., SECRETARY GENERAL

BHEER R HE L L
MS PAULINE NG MAN-WAH, ASSISTANT SECRETARY GENERAL

BHEBEREMEX L
MRS VIVIAN KAM NG LAI-MAN, ASSISTANT SECRETARY GENERAL



irkE — 2007 %F 10 B 26 H
LEGISLATIVE COUNCIL — 26 October 2007 381

=¥ = =2
ﬁﬁﬁﬁ?ﬁ%

MEMBERS' MOTIONS

S EEES
MOTION OF THANKS

RERMN 2007 F 10 8 24 HEENEERR

Continuation of debate on motion which was moved on 24 October 2007
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MR ABRAHAM SHEK: Madam President, in view of the time limitation,
much as I would like to say on the subject of health services, I shall leave them
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for future deliberation. But, I would like to say something to Dr York CHOW,
that I would like you to carry out the work, your administrative tasks, not only as
an administrator, but as a doctor of which you are trained to be, to deal with your
patients with care and compassion. That I am sure you are slightly different
from the other Secretaries.

Madam President, I would also like to speak on the subject of education.
But before I speak, I fully subscribe to the Honourable TSANG Yok-sing's
words, as he has spoken the words of millions of parents. Since 1997, much
has been spent on and substantial changes have been made to education, ranging
from school corporate governance, funding, curriculum standard, assessment to
admission system. Changes come, changes go, same changes come again,
sending shivers and uncertainties down the spine of the school system. All
these changes are made, money spent, but practically, much remains the same, in
particular, the education standard and quality. Let us really go back and review
the situation.

Let us instigate positive actions to restore confidence and trust between the
administrators and our schools. Let us install mutual trust and mutual faith
between the teachers who are the front-line fighters for this system. It is very
important that the teachers must have faith in the system. Only through this can
the Chief Executive's philosophy of progressive development in education be
achieved.

In the recent international consultancy report made by MCKENZIE on
education, they made three very simple recommendations, but they are very
stunning recommendations. They said schools need to do three things: (a) get
the best teachers; (b) get the best out of teachers; (c) step in when people start to
lag behind. The above recommendations, as I said earlier, are simple but the
most difficult to apply because they need the Government's generosity to
dispense with interference, to give back independence and freedom to schools, to
give trust to those who actually stand there and teach our children.

The second thing which the Government must also do, and which it has not
been doing in the last 10 years, is in the area of teacher training. How can we
have the best quality in the education system when the teachers are not qualified,
or when they are not of quality? It is very important that our Institute of
Education must be given full recognition as a university, must be given full
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resources for them to be trained as teachers because if they are not good, our
students will not be good, for one cannot squeeze water out from wood.

Madam President, because of the time element, I would not go further, I
have to save my time for the next session. Thank you.
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DR DAVID LI: Madam President, I have received an overwhelmingly positive
response to the policy address from members of the Finance Constituency. The
Constituency appreciates the support which the Government has provided to our
industry in recent years. In particular, we appreciate the great effort which the
Government has made to engage with the relevant authorities on the Mainland to
co-ordinate the development of the financial services industry in both places.
Members of our Constituency realize that overcoming the remaining barriers is
very complex, and that making progress takes time. Nevertheless, we urge the
Government not to relax its efforts, but continue to bring new thinking to the
table, and to work sincerely for the overall benefit of our country.

Members welcome the Chief Executive's commitment to further develop
Renminbi (RMB) business in Hong Kong. We believe that with the proven
success of the RMB deposit scheme, there is now scope to proceed with a
long-standing request from the local banking industry. Specially, the industry
believes that the time is ripe to allow local banks to use RMB deposits accepted
in Hong Kong within their operations on the Mainland.

We very much hope that the Hong Kong Government will put this request
at the top of its agenda in its ongoing dialogue with the Central Government on
the expansion of RMB business.

Members of the Finance Constituency welcome the Government's
determination to modernize both the trust regime and the arbitration regime.
Both of these initiatives will further consolidate Hong Kong's role as an
international financial centre.

We fully support the Government's pledge to provide assistance to Hong
Kong enterprises in the Pearl River Delta affected by the recent change in policy
for the processing industries. Our industry will work closely with the
Government and the affected companies to assist them to restructure, upgrade
and relocate.

Members also welcome the Government's support for the development of
an Islamic bond market, and very much look forward to providing assistance in
this regard.



irkE — 2007 %F 10 B 26 H
LEGISLATIVE COUNCIL — 26 October 2007 405

In the course of my consultations with the Finance Constituency, I
received a number of very useful suggestions on measures the Government may
take to attract new financial business to our city. For example, it is noted that
opportunities for ship finance are limited, compared to some of our neighbours in
the region. It would be useful to review our existing tax policies on ship
finance to ensure that they are conducive to the development of this important
business.

The Finance Constituency welcomes and fully supports the Chief
Executive's announcement of a cut in both personal and corporate taxes. 1
received several comments noting that sharply higher stamp duty revenue has
given the Government greater flexibility in this regard.

Perhaps surprisingly, in spite of surging stamp duty revenue from share
transactions, I do not sense any great pressure from the Finance Constituency to
reduce the current duty rate. I believe the Constituency recognizes that the
overall economy will benefit more from a general reduction in income and
profits taxes, than from a cut in stamp duty.

Nevertheless, I must warn the Government that the Constituency has little
patience with the argument that the current surge in revenue is a windfall which
must be saved for a rainy day. The Constituency is looking for a clear
statement from the Government that it aims for a balanced budget. It sees little
reason for the Government to build up its fiscal reserves further. Any surplus
should be returned to the people in the form of lower taxes or in the form of
investment in our people and in our economy.

At the same time, the Government must guard against raising recurrent
expenditure too quickly. We suffered a very painful period of adjustment,
following the sharp run-up in expenditure during the 1990s. We must not
repeat those same mistakes again.

The Finance Constituency wishes to thank the Chief Executive for his
commitment to the development of the financial services industry in Hong Kong.
Efficient financial markets are at the root of financial success. By building up
Hong Kong as a world-class financial centre, we can best serve our country and
its people.
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Madam President, it gives me great pleasure to support the Motion of
Thanks.

Thank you.
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MR BERNARD CHAN: Deputy President, it is not surprising that the Chief
Executive devoted several pages of his address to our financial services industry.
During this year, for example, the sector has played a major role in our services
exports growth. It is a highly competitive industry, and many parts of our local
economy benefit from its success.

However, it is also a sector which seems to cause a great deal of concern.
When the Central Government encouraged companies to list on the Mainland to
help soak up liquidity, there were fears that we would lose our role as a
capital-raising centre. When we see other cities do well in attracting foreign
listings, we worry about it.

Our strengths in this sector are well-known. The report by Mayor
BLOOMBERG and Senator SCHUMER on New York's competitiveness placed
Hong Kong in the third place in the world — after their own city and London.
Our advantages are real, and we should focus on building on them.

We need to accept that China in future will not be a place which imports
capital but exports it. We should not see this as a problem. This will open up
valuable new opportunities for us in fields such as fund management.
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We sometimes hear criticisms that we have focused too much on the
Mainland. 1 think there is a perception in some regional countries that Hong
Kong is not interested in them. I believe companies looking to raise capital in
this region might think that Hong Kong is only interested in mega-listings from
the Mainland. "If you're not a huge bank or insurer raising a billion dollars, we
don't want your business. "

We should be working harder on such companies. I know there are
Vietnamese and Thai companies which might be interested in listing in Hong
Kong. And I believe it would benefit us greatly as a financial centre in the long
run if we took the trouble to see what we offer and what we could do better
through their eyes. Recently, I have received a complaint from an investment
banker that our immigration officer has turned down visa application for some
Vietnamese executives in their IPO roadshow in Hong Kong. China is an
important market, but if we want to call ourselves a regional centre, we must
treat our Asean, Southern Asia and Middle East neighbours with the same
respect.

Where overall economic management is concerned, I believe the
Administration deserves credit for its work in developing opportunities for Hong
Kong businesses on the Mainland, and for its efforts in facilitating mainland
commercial and financial activity here.

It is important to remember that these new opportunities are not intended
to replace our existing international trading, services and other industries.
They are in addition to them. And all these activities ultimately rely on a firm
foundation of economic policies, such as a low tax regime, a level playing field,
the dollar peg, and so on.

There are signs that we will be seeing inflation rising over the medium
term. The Hong Kong economy has reported the longest period of
uninterrupted expansion, with 16 consecutive quarters of impressive GDP
expansion through the second quarter of 2007. Many people expect a rate of
3% for next year. Unexpected US Dollar weakness, or strength in the Chinese
Yuan or other currencies, could add to that. At the same time, we may face the
prospect of falling interest rates. We know from past experience that these
conditions can lead to speculative asset price inflation in Hong Kong.

There are other possible dangers out there, from a serious recession in the
United States to trouble in the Middle East. If we do face volatility in the future,
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policymakers should resist calls to try to micro-manage things. Our economy is
always developing and evolving, but it will do the best if we stick to our
consistent fundamental policies and principles.

For example, people must be aware that the Government cannot — or
should not try to — prop up asset markets if we have a bubble and it bursts.
This is a serious point right now. On the Mainland, we see housewives
borrowing money to buy stocks. Here in Hong Kong, we have seen a sharp rise
in H Share prices.

If you are buying and planning to hold for 10 years, many H shares could
be extremely good investments. But if you are trying to make a quick buck
over the next couple of months, you could be in for a nasty shock. I hear
people say everything will be OK because Beijing will not allow the market to
fall before the Olympics. People should be smarter than that, and I would
encourage our own officials to make it clear that the Government cannot control
everything.
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MR ABRAHAM SHEK: Madam President, congratulations to the people of
Hong Kong, for this is the first time in 10 years that the Administration has
embarked on many infrastructural projects in one policy address. This is
definitely a tall order, and takes not an ordinary man to deliver it.

The undertaking of the 10 major infrastructural projects is encouraging,
and is also significant to the long-term development of Hong Kong. I strongly
support the Chief Executive's belief that infrastructural projects will not only
stimulate the local economy, but will also bring economic growth and
investment. In addition to the 10 megaprojects, I urge the Secretary for
Development to keep spending, and spending, on other projects amounting to no
less than $29 billion annually, as this was a commitment made by the two Chief
Executives of Hong Kong, yet to be realized.

The Chief Executive's policy address brings out a new direction and an
important directive: to push for continual growth in the socio-economic and
political sectors, and also to adopt a new philosophy of progressive development.
I too wish that the Chief Executive's dreams can become his hope, and his hope
can become plans, and those plans can become reality for Hong Kong. If the
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plans remain as plans on the paper which they are written on, they are not worth
having. Let us pray for their realization.

Our Chief Executive, in his progressive development concept, asks us to
think out of the box, to take that extra step to venture out with courage and
integrity without fear or favour, and to bring Hong Kong to new heights.
SOCRATES said a life without review is not worth living. Hong Kong's
greatness in the past and the present can only be projected into the future by
knowing our own weaknesses, in eliminating them and seizing new
opportunities. This I presume is what the Chief Executive's progressive
development is all about.

Our weaknesses in the development sector lie in an over-bureaucratic
system, resulting from unwanted political interference and misguided public
opinions, and a phobia of the Civil Service to act and to serve the city with
courage. We should not change policies for the sake of changing, or hold back
reforms for the sake of a few of those misguided public opinions in popularity
poll. Policies must be made for the welfare and the good of Hong Kong. The
Chief Executive mentioned briefly the way to improve on certain administrative
proceedings in the pre-construction state of the development industry. This is a
step in the right direction.

I also urge the Government to revisit the land policy as regards the issue of
premium. Getting greedy and getting more premium could lead to nothing.
That is why so many successfully applied conversion plans for hotel development
remain as plans with no action. The result is Hong Kong is at a loss, we do not
have enough hotels, nor do we have enough work for the construction workers
whose number is growing. Lease modification, apart from the time delay
procedure, is also seeing problem because of unrealistic assessment of premium,
leaving valuable tracts of land wasted with no development, no work for the
workers and less economic growth. Hong Kong is at a loss. The issue of
reduction of plot ratio in the development industry is not a solution to satisfy
public misguided judgement on the construction of wall-structured development
or skyscrapers. In many cases, increasing the plot ratio and adopting
innovative designs can actually solve the problems they fear. I am sure the
Financial Secretary, being an architect of such a renowned background, can
appreciate this fact.

With regard to town planning, we should not do it on a two-dimensional
basis, it must be a three-dimensional one. And also, to build what is needed to
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be built, and to build what the market wants to build. No interference.
Stringent over-bureaucratic policies obstruct investment for development in
Hong Kong, pushing investments to neighbouring areas. Also, we must know
that investment fund is not only restricted to Hong Kong, it is being canvassed by
all sectors and all cities in the world. Look at the billions of dollars which our
developers have poured into China, and how much our Chinese competitors are
pouring into Hong Kong. That gives us an answer. Also, a lot of the Chinese
developers are investing in Australia and Canada and other areas, but not in
Hong Kong yet.

The Central Police Station is an ingenious scheme. It breathes new life
into historical sites, enhancing society's culture and arts and economic growth.
Develop it with courage and conviction, and please, please, do not let politics
come into play, for it will once again send all these great ideas and the plan to the
shredding machine. Carrie, please, make sure you deliver this Central Police
Station project at the earliest time.

As regards the HOS, I support the Government's policies. Others urge
the Government to be bold and to resurrect the HOS. 1 do not doubt their good
intentions, so is Mr TUNG's "85 000" policy. See how we have suffered.
Government land policy is working well under the free market concept. We do
not need to change until change is required. Progressive development is to
facilitate, not to interfere with the market. Thank you.
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Council then resumed.
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 27 were present, seven were in favour of the amendment, 19
against it and one abstained; while among the Members returned by geographical
constituencies through direct elections, 27 were present, 16 were in favour of the
amendment, nine against it and one abstained. Since the question was not
agreed by a majority of each of the two groups of Members present, she
therefore declared that the amendment was negatived.
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 27 were present, five were in favour of the amendment, 19
against it and three abstained; while among the Members returned by
geographical constituencies through direct elections, 27 were present, eight were
in favour of the amendment, 10 against it and eight abstained. Since the
question was not agreed by a majority of each of the two groups of Members
present, she therefore declared that the amendment was negatived.
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 27 were present, eight were in favour of the amendment, 17
against it and two abstained; while among the Members returned by geographical
constituencies through direct elections, 27 were present, 16 were in favour of the
amendment, nine against it and one abstained. Since the question was not
agreed by a majority of each of the two groups of Members present, she
therefore declared that the amendment was negatived.
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 27 were present, 22 were in favour of the motion as amended and
five abstained; while among the Members returned by geographical
constituencies through direct elections, 27 were present, 17 were in favour of the
motion as amended, four against it and five abstained. Since the question was
agreed by a majority of each of the two groups of Members present, she
therefore declared that the motion as amended was carried.
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Adjourned accordingly at seventeen minutes past Four o'clock .



