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(Atm; Mr Anthony Chu)

Dear Anthony,

Public Works Subcommittee (PWSC)

Follow-up to meeting on 30 November 2007

I am writing to provide supplementary information in response to
the questions raised by Members about the proposed MTR West Island Line
(WIL) (Paper PWSC(2007-08)59) during the Public Works Subcommittee
meeting on 30 November 2007.

1, Evaluation of objective indicators on the criteria in providing capital
grants to  profit-oriented  organisations for  undertaking
non-government projects.

The Administration will take a prudent approach in considering the merits
for providing capital grants for non-Government projects. The projects
should mainly be about major infrastructure, which are expected to bring
significant social and economic benefits to the community and in line with
the policy objectives of Government. For example, in the case of the
WIL, the project will extend the existing railway system which 1s the
backbone of our public transport system and will bring economic benefits
of $44 billion measured in terms of time saving to road users. It will also
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provide impetus for the rejuvenation of a traditional district like Western.
The basic principles for providing capital grants for non-government
organisation are outlined in paragraph 14 in Paper PWSC(2007-08)59. As
each project has its own characteristics and contribution to the community,
it will not be practicable to set out specific threshold indicators for
determining the suitability of capital grants from Government. The
Administration needs to take into account a variety of factors such as the
construction and operation costs of the projects, the population to be
benefited, economic benefits of the projects and public expectations etc.
These factors will have to be applied with some degree of flexibility, having
regard to the characteristics of the projects. The Administration believes
that whether a capital grant should be provided to a project should be
considered on a case by case basis.

2. Assessment on the impact of the construction of WIL on other modes of
public transport, e.g. buses, green minibuses and taxis.

The implementation of the WIL is expected to reduce road traffic along the
busy Des Voeux Road West by about 10%. We are looking into how the
impact of the WIL on the road-based public transport modes could be
mitigated by rationalising the public transport network within the railway
catchment area while maintaining efficient and well co-ordinated transport
service to the public.

3. Whether the Administration would request MTRCL to use part of the
profits from the operation of WIL to set up a “Fare Stabilisation Fund”
to relieve the pressure on upward adjustment of railway fares and if
not, the reasons for not putting up the request under the WIL project.

This issue of “fare stabilization fund” was discussed in great detail at the
meetings of the Bills Committee on Rail Merger Bill. The amount of
funding support to be provided to the railway corporation for the WIL has
to take into account the estimated revenue to be generated from the
operation of the railway. Furthermore, with the implementation of the rail
merger, a Fare Adjustment Mechanism is now in place providing a fair,
transparent and objective mechanism for future fare adjustments by the
MTRCL. Therefore, the Administration maintains the view that the
setting up of a separate fare stabilisation fund 1s not necessary.
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4. The assumed level of patronage and corresponding fare revenue arising
from WIL for determination of the funding gap amount.

It was estimated that in 2016 about 200,000 daily trips will make use of the
WIL which will bring an additional fare revenue of some $1 million daily
based on the projected fare of the WII, according to the similar fare
structure for the existing Island Line.

5. Estimated additional revenue from land premium that would possibly
be generated from Government site in the vicinity of the WIL
alignment with the increased value derived from the ease of access to
the a railway line.

There are a few vacant government sites in the vicinity of the WIL
alignment. The ex-Abattoir and Incinerator site in Kennedy Town and the
ex-cottage area in the Mount Davis Area are the most sizable sites in the
Western District available for future development. These sites will not be
reserved solely for residential purpose. In fact, the land use review
covering these sites and the adjoining areas is ongoing and there are other
possible land uses such as school development, student hostel, Hong Kong
Regional Police Headquarters and Operational Base, a possible G/IC
complex, a bus depot, a refuse collection point and a temple.

The Subcommittee on Matters Relating to Railways of the Panel on
Transport has expressed the view that it should discuss the above issues further.
The Administration will revert to the Subcommittee in due course.

I should be grateful if you would relay the above information to the
membetrs of the Public Works Subcommittee.

Yours sincerely,

(Henry Chan)
for Secretary for Transport and Housing
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