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Report of the Committee on Members' Interests 
on a complaint against Mr LEUNG Kwok-hung 

in relation to his conduct in claims for reimbursement of operating expenses 
 
Introduction 
  This is a report of the Committee on Members' Interests ("CMI") on a 
complaint against Mr LEUNG Kwok-hung, a former Member of the Legislative 
Council ("LegCo"), in relation to his conduct when making claims for 
reimbursement of operating expenses ("OER claims") during his office, and 
related issues.  The complaint had been lodged before Mr LEUNG resigned 
from office with effect from 29 January 2010. 
 
Membership and terms of reference of CMI as well as its procedure for 
handling complaints 
2.  The current membership of CMI is in Appendix I.  Dr Hon Margaret 
NG was appointed to CMI on 26 February 2010 by the President to fill the 
vacancy in the membership of CMI which had arisen from the resignation of 
Mr  Alan LEONG Kah-kit from the office as a Member.  At the time when 
Dr  NG joined CMI, it had already completed the substantial part of its 
deliberations on the complaint and was in the process of considering the draft 
report.  While Dr NG has drawn CMI's attention to a number of points in the 
draft report, she does not consider it appropriate for her to support or oppose this 
report.  Mr LEUNG Kwok-hung and his employee Ms TANG Yuen-ching, who 
was named in the particulars of the complaint, have been informed of the above 
and CMI has not received any view from them on Dr NG's participation in 
CMI's deliberations on the complaint. 
 
3.  One of the terms of reference of CMI, as provided in Rule 73(1)(ca) of 
the Rules of Procedure ("the RoP"), is to consider and investigate any complaint 
made in relation to the conduct of Members in making OER claims or 
applications for advance of operating funds ("AOF applications").  For the 
purpose of handling complaints, CMI adopted at its meeting on 2  January 2009 
the "Procedure of the Committee on Members' Interests for handling complaints 
received in relation to the registration or declaration of Members' interests or 
Members' claims for reimbursement of operating expenses" ("the Procedure").  
The Procedure was issued to all Members on 13  January 2009 for their 
reference and a copy of it is in Appendix II.   
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4.  According to the Procedure, CMI takes a two-stage approach in 
handling complaints, which consists of the preliminary consideration and 
investigation stages. Preliminary consideration refers to the process of 
ascertaining the subject of the complaint and the provisions of the RoP relevant 
to the allegations in question, as well as gathering information relevant to the 
complaint and the allegations in question.  On the basis of information gathered 
at the preliminary consideration stage, CMI will determine if it will proceed to 
the investigation stage. 
 
 
The complaint 
5.  On 30 December 2009, the Complaints Division of the Legislative 
Council Secretariat ("the Secretariat") received a complaint from a member of 
the public against Mr LEUNG Kwok-hung, who was then a Member of the 
LegCo.  The complainant alleged that: 

"LEUNG Kwok-hung had transferred benefits to TANG 
Yuen-ching by using public money to take out employees 
insurance policies through her so that she could earn a 10% 
commission from the insurance company concerned." (translation) 

 
The complainant requested that Mr LEUNG should make an apology in the 
Council and provide a written explanation to the public. 
 
6.  The complaint was forwarded to all members of CMI on 5 January 
2010 and, upon the instruction of the Chairman, was placed on the agenda of the 
CMI meeting on 11 January 2010.  At the meeting, members of CMI noted that 
the complaint did not provide details on how Mr LEUNG Kwok-hung had 
transferred benefits to Ms TANG Yuen-ching, nor did it specify which rule(s) 
Mr  LEUNG had breached.  CMI also noted that the matter was in fact reported 
by two newspapers, namely the Oriental Daily News and The Sun, on 28 
December 2009; two days before the complaint was lodged.  In the press 
reports, Mr LEUNG was alleged to have taken out insurance policies on three 
occasions at an aggregate insurance premium of about $17,000 through one of 
his part-time employees, Ms TANG Yuen-ching, who was also an agent of the 
insurance company concerned.  The relevant press reports are in Appendices 
III and IV.  CMI also noted that the Secretary General ("SG") had already 
started her preliminary examination as she, as the Controlling Officer, had the 
duty to ensure that the financial provisions allocated to The Legislative Council 
Commission were properly spent and the guidelines governing the claims for 
OER were followed. 
 
7.  After studying the complaint, the allegations made in the media reports 
and the information submitted by the Secretariat, members of CMI decided to 
focus on the following: 

(a) whether there was any conflict of interest in the taking out of the 
insurance policies by Mr LEUNG Kwok-hung and/or his employee 
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Ms TANG Yuen-ching on the three occasions quoted in the media 
reports, namely in November 2008, February 2009 and March 
2009, from an insurance company of which Ms TANG was an 
agent and was able to obtain commissions from the transactions; 
and 

(b) whether Mr LEUNG had failed to follow the requirement under "A 
Guide for Reimbursement of Operating Expenses for Members of 
the Legislative Council" ("the Reimbursement Guide") for not 
obtaining three quotations before taking out these insurance 
policies. 

 
CMI also decided that it would further consider the complaint after SG had 
completed her examination and forwarded the findings to CMI.  
 
 
Preliminary consideration of the complaint 
8.  CMI has held four further meetings, on 2 February, 1 March, 29 March 
and 14 April 2010, to study the facts of the case based on SG's report which was 
submitted to CMI on 1 February 2010.  A copy of SG's report (with those parts 
unrelated to the complaint obliterated and without appendices) is in 
Appendix  V. 
 
9.  At the meeting on 2 February 2010, before members proceeded with 
their deliberation of the case, CMI discussed the implications of Mr LEUNG 
Kwok-hung's resignation from office as a Member of the LegCo with effect from 
29 January 2010.  Members noted that while Paragraph (1) of the Procedure 
provides that consideration of a complaint should not be initiated if it is made 
against a former Member, there is no provision in the Procedure on whether CMI 
should cease consideration of a complaint in the event that the Member under 
complaint has resigned.  In view of the importance of the issues under 
discussion and the wide public concern on the matter, CMI decided that the 
consideration of the complaint against Mr LEUNG should continue even though 
members were aware that it might not be appropriate for CMI to recommend 
imposing sanctions on a person who is no longer a Member. 
 
 
Rules and requirements relevant to the complaint 
10.  In her report and at the CMI meetings, SG has drawn to the attention of 
CMI the following rules and guidelines which are relevant to the present case: 

(a) Rule 83AA of the RoP which provides that a Member, when 
making an OER claim or an AOF application in accordance with 
the Reimbursement Guide, or acting for purposes related thereto, 
has to ensure that any information provided or any declaration or 
certification made is true, accurate and complete, and to act 
according to any undertaking that he has given; 
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(b) as set out in Paragraphs 7 to 12 of the Reimbursement Guide, the 
important guiding principles in respect of OER claims are that a 
Member or his relatives must not have any direct or indirect 
financial interest in, or be able to derive any financial benefits 
from, any transaction in respect of which reimbursement is 
claimed.  A Member should refrain from claiming reimbursement 
for any transaction from which he himself, his relatives or business 
associates may be perceived to have benefited.  If a conflict of 
interest cannot be avoided or has arisen, a Member, when applying 
for reimbursement, should make a declaration of his interest which 
will be made available for public inspection;  

(c) Paragraph 60 of the Reimbursement Guide, which reads "A 
Member or his/her staff should not engage a contractor or supplier 
whose business he/she or any of his/her relatives has a financial 
interest in or control of.  If this cannot be avoided, they should 
obtain at least three quotations for price and performance 
comparison (whenever practicable), declare interest and document 
the justifications for doing so (e.g. sole supplier, more competitive 
price from bulk purchase), using Declaration Form IV"; and 

(d) Paragraphs 10 to 15 of the "Code of Conduct for Staff Employed 
by Legislative Council Members" ("Code of Conduct") in relation 
to avoidance of conflict of interest and the way to handle 
conflict-of-interest situations. 

 
11.  An extract of the relevant rules and guidelines is in Appendix VI. 
 
 
SG's findings 
12.  SG sought clarification from Mr LEUNG Kwok-hung and his office in 
response to the media reports on 28 December 2009, which alleged that Mr 
LEUNG, among other things: 
 

(a) had taken out insurance policies on three occasions, in November 
2008, February 2009 and March 2009 respectively, from an 
insurance company through an agent who was also his part-time 
employee, but did not explain why he needed to do so; hence there 
was a conflict of interest; and 

(b) had not obtained three quotations before taking out these insurance 
policies, hence had violated the requirement under the 
Reimbursement Guide. 

 
OER claims by Mr LEUNG Kwok-hung on insurance premiums paid 

13.  According to SG's report, the allegations referred to in the media 
reports are related to four claims made by Mr LEUNG Kwok-hung for 
reimbursements of the premiums paid for the insurance policies he has renewed 
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since the commencement of the current term.  These insurance policies were 
taken out from AXA China Region Insurance Company (Bermuda) Limited 
("AXA") through one of Mr LEUNG's part-time employees, Ms TANG 
Yuen-ching, who was also an agent of AXA.  The details are as follows: 

 
(a) renewal of office insurance coverage at a premium of $2,520 for 

office contents, money, business interruption and public liability of 
four offices, namely offices at Central Government Offices, Tai Po, 
Tseung Kwan O and Tai Wai (the relevant declaration form is in 
Appendix VII); 

(b) renewal of medical insurance coverage at a premium of $1,890.75 
for Mr MA Yu-sang, an employee of the Office of Mr LEUNG (the 
relevant declaration form is in Appendix VIII); 

(c) renewal of employees' compensation insurance coverage at a 
premium of $8,001.36 for employees of the Office of Mr LEUNG 
(the relevant declaration form is in Appendix IX); and 

(d)  renewal of medical insurance coverage at a premium of $4,262.05 
for Ms TANG Yuen-ching, an employee of the Office of Mr 
LEUNG (the relevant declaration form is in Appendix  X). 

 
14.  Records show that Mr LEUNG Kwok-hung had all along been aware 
that Ms TANG Yuen-ching was also an appointed insurance agent of AXA, and 
had agreed to engage the service of Ms TANG in arranging contracts of the 
above insurance policies which are funded by OER.  Through these contracts, 
Ms TANG received commission payments from AXA, ranging from 7% to 10% 
of the insurance premiums received by the company. 
 
15.  Records also show that when the above insurance policies were first 
taken out on 12 October 2004, 6 February 2006, 11 January 2005 and 24 March 
2006 respectively, the requirement of obtaining three quotations had not yet been 
introduced.  For the two insurance policies taken out in 2006 (i.e. after the 
requirement for making declarations was implemented) (Appendix XI (a) and 
(b)), Ms TANG Yuen-ching had declared her financial interest in Section III of 
the declaration form and signed as "decision-maker", while Mr LEUNG 
Kwok-hung had declared in Section IV of the same form that he and his relatives 
had no financial interest or control in AXA.  Since then, these four policies had 
been renewed annually and the same declarations had been made by Ms TANG 
and Mr LEUNG. 
 
16.  When the declaration forms for the latest renewals were received, the 
Accounts Office did not raise any question as it considered that since both the 
Member and the staff concerned had no "financial interest in or control of the 
business" of AXA, the Member was not required to obtain three quotations for 
price and performance comparison. 
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17.  In response to enquiries by the Accounts Office following the media 
reports, Mr LEUNG Kwok-hung provided, on the original declaration forms, 
additional justifications for the procurement decisions, as shown in 
Appendix  XII (a) to (d).  Mr LEUNG explained that the premium rates for the 
renewal of these policies were set according to his past claim records.  Based 
on his good record with AXA and market information, he was convinced that the 
premium for a new policy with another insurance company would not be lower 
than that for a renewal with AXA.  Separately, Ms TANG Yuen-ching explained 
in a letter dated 30 December 2009 (Appendix XIII) that the commission rates 
were set by AXA. 
 

The reimbursement system 

18.  In SG's report, she describes the history of the changes made to the 
procedures for the procurement of goods and services, in particular the inclusion 
of the guiding principles and the procurement procedure in the Reimbursement 
Guide after taking into account the recommendations made by the Corruption 
Prevention Department of the Independent Commission Against Corruption on 
the basis of a review it conducted in 2005.   
 
19.  SG points out that while the guiding principle on the avoidance of 
conflict of interest refers to "any direct or indirect financial interest in any 
transaction" in respect of which reimbursement is claimed, the procurement 
procedure set out in Paragraph 60 of the Reimbursement Guide refers to the 
"financial interest in or control of the business" of the contractor or supplier.  
Under the circumstances, there was an understanding among staff of the 
Accounts Office that as both Mr LEUNG Kwok-hung and Ms TANG 
Yuen-ching had no financial interest in or control of the business of AXA, they 
were under no obligation to follow Paragraph 60 which requires that three 
quotations be obtained when the insurance policies were respectively renewed at 
a time when the three-quotation requirement had been in place since October 
2008.   
 
20.  SG stresses that the avoidance of conflict of interest is the most 
important principle underlying the reimbursement system.  A Member should 
be advised to refrain from claiming reimbursement for any transaction from 
which he himself, his relatives or business associates may be perceived to have 
benefited.  If a conflict of interest cannot be avoided or has arisen, a Member, 
when applying for reimbursement, should make conscious efforts to declare his 
interest and obtain at least three quotations for price and performance 
comparison.  The declaration procedure is to enable any conflict of interest 
which cannot be avoided or has arisen to be disclosed for public inspection.  
SG considers that the purpose of the declaration form for completion by 
Members should aim to provide the reasons why the procurement from a 
particular supplier is unavoidable, and not to facilitate the procurement to take 
place.  She also considers the use of the declaration form, originally designed 
for a procurement exceeding $20,000 under Paragraph 61, for making the 
declaration under Paragraph 60 could be confusing. 
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21.  SG also refers to the Code of Conduct attached to the employment 
contract and which forms part of the contract for acceptance by the staff when 
accepting the appointment.  Paragraph 15 of the Code of Conduct states that 
situations which give rise to Members or their staff being perceived to have 
benefited a closely related party or personally should be avoided.  Special 
attention is also drawn to the procurement of goods and services, staff 
recruitment as well as delivery of the services of the Member's Office.  Where 
there is perceived or actual conflict of interest, the staff member should abstain 
from dealing with the matter in question and report the situation to the Member, 
who may reassign the task to another staff.  SG notices that this requirement 
has not been spelt out in the text of the Reimbursement Guide, although the 
Code of Conduct itself is attached as an appendix.  
 

SG's views on the complaint and allegations in the media reports 

22.  CMI notes that SG considers there is no information which indicates 
that Mr LEUNG Kwok-hung had any financial interest in or control of the 
business of AXA, or that he had derived any financial benefit from the 
transactions concerned.  In claiming the related expenses, Mr LEUNG made 
proper declarations in accordance with the relevant provisions in the 
Reimbursement Guide and provided information about the justification for his 
decision and the financial benefit that his staff, Ms TANG Yuen-ching, had 
gained from the transactions. 
 
23.  CMI notes that SG is of the opinion that the most fundamental question 
is whether the conflict of interest in the procurement can be avoided.  The 
purpose of the declaration form is to allow Members to provide the reasons why 
the procurement is not avoidable, and not to facilitate the procurement to take 
place.  When the four insurance policies were first taken out/ renewed after 
implementation of the declaration requirement, Mr LEUNG explained that the 
supplier was chosen on the basis of quality/functions, service/support and 
convenience.  When clarification was sought as to why other quotations were 
not obtained in the latest renewals, he further explained that the rates quoted by 
AXA for the renewal of the policies for which no claims had been made were 
likely to be lower than new policies. 
 
24.  CMI notes SG's conclusion that as far as the two allegations in respect 
of the renewal of the four insurance policies are concerned: 

(a) Mr LEUNG Kwok-hung did provide justifications on the 
declaration forms for the decisions to take out the insurance 
policies from AXA and both Ms TANG Yuen-ching and Mr 
LEUNG himself had made the declaration in accordance with the 
Reimbursement Guide, and it is for the public to judge whether the 
justifications can explain why the supplier was chosen; 

(b) in view of the financial benefits (i.e. insurance commissions) from 
the transactions and the conflict of interest arising therefrom, 
Paragraph 15 of the Code of Conduct which provides that a staff in 
her situation "should abstain from dealing with the matter in 
question and report the situation to the Member, who may reassign 
the task to another staff" is applicable to Ms TANG's situation; and 
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(c) Mr LEUNG had no obligation to obtain three quotations if 
"financial interest" in Paragraph 60 is taken to mean financial 
interest in the business of AXA, which could be the case if a literal 
approach is adopted (which was the approach adopted by the 
Accounts Office when his relevant OER claims were processed), 
but he would be obliged to do so if "financial interest" covers the 
"financial benefit from a transaction". 

 
25.  CMI notes that SG is of the opinion that in a conflict-of-interest 
situation, the Member should be advised to appoint a third party to handle the 
transaction and ensure that the requirement under Paragraph 60 is followed.  In 
the present case, the claims were handled and submitted to the Secretariat by 
Ms  TANG Yuen-ching herself and there is no information on the declaration 
form that a third party had been involved in the procurement process.  In this 
respect, SG finds that the design of Declaration Form IV does not facilitate the 
Member to provide all relevant information for public scrutiny. 
 

CMI's deliberations of the complaint 
26.  CMI considers that while it is Members' responsibility to account for 
their OER claims, Members rely heavily on the advice of the Accounts Office on 
the interpretation of the provisions in the Reimbursement Guide.  CMI notes 
that as the Accounts Office did not regard the "financial benefit from a 
transaction" as a "financial interest in the business of a contractor or supplier" in 
the context of Paragraph 60 of the Reimbursement Guide, Ms TANG 
Yuen-ching's receiving commissions from AXA was not regarded by the 
Accounts Office as having a financial interest in the company.  It followed that 
the requirement in Paragraph 60 of obtaining three quotations did not apply.  
Nevertheless, CMI considers that had the Member provided specific 
justifications for making the procurement decisions, the allegation of transferring 
benefits might have been avoided. 
 
27.  On the basis of the interpretation of Paragraph 60 of the 
Reimbursement Guide by the Accounts Office and that there is no information to 
indicate that Mr LEUNG Kwok-hung has covered up anything, CMI considers 
Mr LEUNG cannot be regarded as having failed to follow Paragraph 60 of the 
Reimbursement Guide or breached Rule 83AA of the RoP. 
 
28.  CMI takes note of Paragraph 15 of the Code of Conduct, which 
provides that "When there is perceived or actual conflict of interest, the staff 
member should abstain from dealing with the matter in question and report the 
situation to the Member, who may reassign the task to another staff".  CMI 
considers that there was a conflict of interest in Ms TANG Yuen-ching's 
deciding to take out the insurance policies from AXA and at the same time 
receiving commissions from the transactions.  However, CMI does not consider 
that Ms TANG had failed to observe the requirement of the paragraph because: 
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(a) Ms TANG had reported the conflict-of-interest situation to the 
Member by declaring the financial benefits she would receive from 
the transactions; and 

(b) the paragraph does not specify whether the staff member should or 
should not deal with the matter when the Member does not 
reassign the task to another staff after being reported of the 
conflict-of-interest situation. 

 
CMI notes that the reassignment of the task to another staff as mentioned in 
Paragraph 15 of the Code of Conduct1 is only a course of action which the 
Member may consider taking in a conflict-of-interest situation.  As there is no 
provision in the Reimbursement Guide requiring a Member to reassign the task 
to another staff, CMI does not consider that Mr LEUNG Kwok-hung's not 
having done this is a failure to follow any provision in the Reimbursement 
Guide. 
 

CMI's conclusion on the complaint 

29.  On the basis of the considerations set out above, CMI considers that the 
complaint is not substantiated as Mr LEUNG Kwok-hung has not failed to 
follow the provisions of the Reimbursement Guide or breached any rule of the 
RoP.  Accordingly, there would be no need for CMI to recommend a sanction 
under Rule 85 of the RoP2 even if Mr LEUNG were still a LegCo Member.  
According to the Procedure, CMI considers that there is no need to proceed to 
the investigation stage. 
 

CMI's views on the Reimbursement Guide 

30.  Rule 73(1A) of the RoP provides that CMI shall have regard to the 
provisions of the Reimbursement Guide in considering or investigating a 
complaint on OER claims or AOF applications.  CMI therefore supports SG's 
initiatives to improve the Reimbursement Guide by the following measures: 
 

(a) setting out more clearly in Paragraph 60 the extent of actual or 
perceived conflict of interest, arising from the relationship of a 
Member or his staff with a contractor or supplier, that the Member 
ought to avoid and, if such is not avoidable, to declare the conflict 
of interest for public scrutiny; 

                                                 
1 According to Paragraph 19 of the Reimbursement Guide, the Code of Conduct is for observance by 

Members' staff. 
 
2 Rule 85 of RoP provides that "Any Member who fails to comply with Rule 83 (Registration of 

Interests), 83A (Personal Pecuniary Interest to be Disclosed), 83AA (Claims for Reimbursement of 
Operating Expenses or Applications for Advance of Operating Funds) or 84(1) or (1A) (Voting or 
Withdrawal in case of Direct Pecuniary Interest) may be admonished, reprimanded or suspended by 
the Council on a motion to that effect." 
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(b) rewriting Paragraph 60 so as to reflect the broader meaning of 
"financial interest" which should cover "financial benefits from a 
transaction" and to incorporate the measures to avoid conflict of 
interest as suggested in the Code of Conduct; and 

(c) providing different declaration forms for Paragraph 60 and 
Paragraph 61, which deal with two different situations, as follows: 
(i) "Declaration Form IV(a)" for Members to provide information 

on why conflict of interest cannot be avoided, details of the 
financial interests, quotations obtained, any third party who 
has handled the transaction, and a certification from the 
Member that the transaction, though with the interests 
involved, is in order (Appendix XIV); and 

(ii) "Declaration Form IV(b)" for Members to provide information 
on the three quotations obtained for price and performance 
comparison in support of claims of an expenditure item 
exceeding $20,000 (Appendix XV). 

 
31.  CMI considers that there should be a provision in the Reimbursement 
Guide that a Member should take appropriate action when a conflict-of-interest 
situation has arisen on the part of his staff.  CMI also welcomes SG's 
recommendation that in future revision exercises, all changes made to the 
Reimbursement Guide would be listed on a separate sheet for easy reading and 
the last date of amendment to any paragraph in the Reimbursement Guide would 
be included. 
 
32.  At present, the Reimbursement Guide is regularly updated by the 
Secretariat.  Since the provisions of the Reimbursement Guide would have an 
impact on the operation of Members' offices, CMI recommends that the 
Secretariat should devise a mechanism whereby Members and their staff are 
consulted on the changes proposed to the Reimbursement Guide before they are 
implemented. 
 
 
7 May 2010 
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The procedure of the Committee on Members' Interests 

for handling complaints received  
in relation to the registration or declaration of Members' interests or 

Members' claims for reimbursement of operating expenses 
 
 

Convening the first meeting 
 

 
(1) Upon receipt of a written complaint by the Committee on Members' Interests ("the 

Committee") from a Member or a member of the public (hereinafter referred to as "the 
complainant") about the registration or declaration of interests of a Member or a 
Member's claims for reimbursement of operating expenses (hereinafter referred to as 
"the Member under complaint"), the Clerk to the Committee ("the Clerk") shall 
forthwith contact and verify the identity of the complainant.  The Clerk shall then 
distribute the complaint in the form of a confidential document to members of the 
Committee ("members") and he shall ask the Chairman of the Committee ("the 
Chairman") to decide within two working days whether a meeting on the matter 
should be held (in the event of the absence of the Chairman from Hong Kong or the 
Member under complaint being the Chairman, the Clerk shall seek instruction from 
the Deputy Chairman; the same principle shall apply in subsequent paragraphs).  If a 
complaint (i)  is made by an anonymous or unidentifiable person or by a person who 
cannot be contacted, or (ii) is made against a former Member, or (iii) is about a 
Member's act(s) or omission(s) which allegedly took place seven years or more prior 
to the date of the complaint, the Chairman shall instruct the Clerk to circulate the 
complaint to other members in the form of a confidential document for information.  
However, the Committee will not consider the complaint. 

 
(2) In deciding whether a meeting should be held to consider the complaint received, the 

Chairman may consider not to hold such a meeting for the following reasons: 
 

(a) the complaint is not related to the registration or declaration of a Member's 
interests, or a Member's claims for reimbursement of operating expenses; 

(b) the complaint is merely based on speculations, inferences or unfounded 
judgements; 

(c) the complaint involves substantially repeated allegations which have already 
been dealt with by the Committee, except where fresh evidence has been 
produced; or 

(d) other reasons he deems appropriate. 
 
(3)  If the Chairman decides that the Committee should meet, he shall instruct the Clerk to 

arrange for the first meeting to be held within the next seven working days to consider 
the complaint. 
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(4) If the Chairman decides not to hold such a meeting and conveys to the Clerk his 
decision as well his reasons for making such a decision, the Clerk shall inform other 
members of the Chairman's decision and his reasons. If any member indicates 
disagreement with the decision in writing, the Clerk shall, by way of a circular, ask the 
members to forward replies to him within three working days on whether a meeting 
should be held to consider the complaint.  In the event that the Clerk receives replies in 
which the majority of members indicate their support for holding a meeting, he shall 
ask the Chairman to fix the date, the time and the venue for the meeting.  The first 
meeting shall be held within the next seven working days. 

 
(5) If the Chairman makes a decision of not holding a meeting and the Clerk does not 

receive replies from a majority of members indicating disagreement with this decision 
after the expiry of the three-day deadline since the issue of the circular, the Committee 
will not take any further action on the complaint. 

 
 

Preliminary consideration 
 

 
(6) The Committee may hold a meeting or a series of meetings to consider the complaint.  
 
(7)  The purposes of such meetings are: 
 

(i) To ascertain the subject of the complaint and the provisions of the Rules of 
Procedure relevant to the allegations in question; and 

 
(ii) To gather information relevant to the complaint and the allegations in question, 

such as the dates, amounts of money (if any), persons involved, etc.  Such 
information should not include media reports, information provided by 
anonymous persons and speculations, inferences or judgements made by 
individuals. 

 
(8) In considering a complaint relating to a Member's claims for reimbursement of 

operating expenses, the Committee shall, in addition to any other matter that the 
Committee may consider relevant, have regard to the provisions of the Guide for 
Reimbursement of Operating Expenses for Members of the Legislative Council. 

 
(9) The Committee may invite the complainant to attend a meeting(s) to provide 

information.  The Committee may also invite the Member under complaint to attend a 
meeting(s) to give explanations, and provide information.  At the time of making the 
invitation, the Committee shall inform the Member under complaint that if he refuses 
to attend such meeting(s) or refuses to answer questions of the Committee at such 
meetings, the Committee may invoke the powers under the Legislative Council 
(Powers and Privileges) Ordinance (Cap.  382) to order him to attend before the 
Committee, and to give evidence or to produce documents, and may cause him to be 
examined on oath. 
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(10)  In attending before the Committee, the Member under complaint may be accompanied 
by a maximum of three persons for the purpose of giving him assistance or advice.  
These persons may include legal adviser(s) and they may be different persons for 
different meetings of the Committee.  Yet, the Member under complaint must answer 
questions, give explanations or provide information himself.  The accompanying 
person(s) is(are) not allowed to address the Committee. 

 
(11) If the Member under complaint admits all the allegations at this stage, and the 

Committee is of the opinion that it is able to determine whether the complaint is 
substantiated and decides that an enquiry is not necessary, the Committee shall report 
to the Council and make a recommendation as to a sanction to be imposed on the 
Member under complaint. 

 
(12) The Committee may decide not to proceed with an investigation if it is of the opinion 

that the complaint is not substantiated. 
 
 

Investigation 

 
(13) If the Committee decides to conduct an investigation into the complaint, the 

Committee shall instruct the Clerk to convey the decision to the complainant and the 
Member under complaint and to provide the Member under complaint with 
information received in relation to the complaint. 

 
(14) In the course of conducting an enquiry, the Committee may, in accordance with 

section 9(1) of the Legislative Council (Powers and Privileges) Ordinance (Cap.  382), 
order any person to attend before the Committee and to give evidence or to produce 
any paper, book, record or document in the possession or under the control of such 
person.  At such a hearing, the Committee may cause witnesses to be examined upon 
oath.  The Committee may ask the complainant, the Member under complaint and 
other persons to confirm upon oath the information and statements they have provided 
at previous meetings. 

 
(15) The Member under complaint shall have the right to give explanations, make 

clarification and provide information on the subject of the complaints and the related 
matters.  In attending before the Committee, the Member under complaint may be 
accompanied by a maximum of three persons for the purpose of giving him assistance 
or advice.  These persons may include legal adviser(s) and they may be different 
persons for different meetings of the Committee.  Yet, the Member under complaint 
must answer questions, give explanations or provide information himself.  The 
accompanying person(s) is(are) not allowed to address the Committee. 
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Suspension of work on the complaint 

 
 
(16) If, during the preliminary consideration or the investigation stages, the Committee has 

come to the knowledge that the complaint or related matters is/are being investigated 
by a law enforcement agency, or is/are relating to a case pending in a court of law, the 
Committee may suspend its investigation until the conclusion of  the investigation by 
the law enforcement agency or the legal proceedings. 

 
 

 
The Committee's decision as to whether a complaint is substantiated 

 

(17) If the Committee decides that there is sufficient evidence to substantiate a complaint, it 
shall inform the complainant and the Member under complaint of its decision. 

(18) Upon receipt of the Committee's notification of its decision that the complaint is 
substantiated, the Member under complaint may make a request in writing to the 
Committee for a review of the decision within the next seven working days, and he 
may submit written statements and provide any other information which is unavailable 
at hearings held earlier.  Upon receipt of the written request for a review of the 
Committee's decision from the Member under complaint, the Chairman shall instruct 
the Clerk to arrange for a meeting to be held for such purpose within the next seven 
working days to hear the explanation made by the Member under complaint and to 
review its earlier decision.  

 
(19) If the Committee is of the opinion that the complaint is substantiated, or it is still of the 

opinion after the review that the complaint is substantiated, the Committee shall 
present a report to the Council on the complaint, in which the evidence and its opinion 
should be set out.  The Committee may also make a recommendation to the Council as 
to a sanction to be imposed on the Member under complaint under Rule 85 of the 
Rules of Procedure.   In considering whether or not to recommend a sanction, or what 
sanction to recommend, the Committee shall take into account whether the failure of 
the Member under complaint to comply with the relevant rule(s) of the Rules of 
Procedure was due to an honest mistake on his part.   

(20) If the Committee is of the opinion that the complaint is not substantiated, it shall 
convey the decision to the complainant and the Member under complaint.  The 
Committee may decide whether it should submit a report on this to the Council.  If the 
Committee decides not to submit a report on this to the Council, members or any other 
person must not disclose any information regarding the complaint, except the 
evidence taken before the Committee and documents presented to it during meetings 
of the Committee held in public. 
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Confidentiality Requirement 

 
(21) All members and other persons attending meetings of the Committee held in camera 

(except the Member under complaint) shall be required to sign a confidentiality 
undertaking that they will not  publish evidence taken before the Committee, 
documents produced to it, or its deliberations and decisions before the Committee has 
presented its report to the Council.  Where the Committee finds that a member or other 
person has breached the undertaking he gave to the Committee, the Committee will 
consider whether and how to deal with the member or that other person, and may take 
actions including moving a motion in the Council for the admonishment or reprimand 
of the member under Rule 81 (Premature Publication of Evidence) of the Rules of 
Procedure, or passing a motion of the Committee expressing its disapproval of the 
member or that other person for breaching the undertaking. 

 
(22) Before the Committee informs the Member under complaint of its decision in 

accordance with paragraph 17 or 20, the latter shall be required to sign a confidential 
undertaking not to publish any document marked as confidential by the Committee 
before it has presented its report to the Council.  Where the Committee finds that the 
Member under complaint has breached the undertaking he gave to the Committee, the 
Committee will consider whether and how to deal with the Member, and may take 
actions including passing a motion of the Committee expressing its disapproval of the 
Member for breaching the undertaking. 

 
(23) Meetings of the Committee, including those at which hearings are conducted, shall be 

held in camera.  However, hearings shall be conducted at meetings held in public if the 
Member under complaint makes such a request. 

 
(24) The transcript of evidence taken at such hearings shall be published in full as far as 

possible and form part of the report of the Committee. 
 
 

 
Participation of members in the deliberations of the Committee 

 
 
(25) No member of the Committee shall participate as a member of the Committee in the 

handling of a complaint or in the meetings of the Committee to deliberate on or inquire 
into a complaint where the complaint was made by or against him. 
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立法會  
Legislative Council 

 
LC Paper No. AS 135/09-10 

 
Ref: AM15/03/02 
 

 
Committee on Members' Interests 

 
 

Secretary General's Report  
on the allegations against Hon LEUNG Kwok-hung 

concerning non-compliance with procurement procedures 
 
 
Purpose 
1.  This report contains the findings and recommendations of the Secretary 
General following her examination of the allegations which appeared in the 
press reports on 28 December 2009 concerning Mr LEUNG Kwok-hung's claims 
for reimbursement of operating expenses ("OER") for taking out insurance 
policies through his part-time employee who was also an agent of the insurance 
company concerned. 
 
 
The Allegations 
2.  On 28 December 2009, it was reported in the Oriental Daily News that 
Mr LEUNG Kwok-hung had taken out insurance through his part-time employee, 
who was also an agent of the insurance company concerned, on three occasions 
at an aggregate premium of about $17,000.  There was allegation in the media 
reports that Mr LEUNG might have violated the procurement procedures set out 
in the Guide for Reimbursement of Operating Expenses for Members of the 
Legislative Council ("the Reimbursement Guide").  The relevant press reports 
are at Appendices I and II. 
 
3.  The allegations made in the media reports have focused on the 
following:  
 

(a) That Mr LEUNG Kwok-hung took out insurance policies on three 
occasions, in November 2008, February 2009 and March 2009 
respectively, from an insurance company through an agent who was 
also his part-time employee, but did not explain why he needed to do 
so; hence there was a conflict of interest; 
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(b) That Mr LEUNG did not obtain three quotations before taking out 
these insurance policies, hence had violated the requirement under 
the Reimbursement Guide. 

 
(c) That Mr LEUNG used a company operated by his close friend 

Mr KOO Sze-yiu to undertake renovation works for his office in Tai 
Wai. 

 
 
 
The reimbursement system 
 
4.  At present, a Member is entitled to seek reimbursement of office 
operating expenses up to a maximum of $1,631,900 per year on an accountable 
basis.  A Member is also eligible for expenses reimbursement of up to 
$150,000 in a term for setting up his/her offices on an accountable basis. 
 
5.  For reimbursement of Members' operating expenses, the Secretariat has 
issued the Reimbursement Guide.  The Reimbursement Guide sets out the 
guiding principles of the reimbursement system, the reimbursable amounts and 
conditions applicable to different types of expenses and the mechanism for 
adjustment of the reimbursable amounts.  It also provides standard forms for 
claiming various types of expenses and for making declarations.  The 
stipulations in the Reimbursement Guide are based on the financial proposals 
approved by the Finance Committee, as recommended by the Independent 
Commission on Remuneration for Members of the Executive Council and the 
Legislature, and Officials under the Political Appointment System of the Hong 
Kong Special Administrative Region.  The procedures for administering the 
OER claims made by Legislative Council ("LegCo") Members and the related 
guidelines and rules were refined in 2005, following a review by the Corruption 
Prevention Department of the Independent Commission Against Corruption 
("ICAC").  The most recent major review was conducted by the LegCo 
Secretariat during the summer of 2008 and a number of changes were made in 
the Reimbursement Guide published in October 2008 to reflect best practices. 
 
6.  Since the operating expenses are met from the public coffer, there is a 
strong public expectation that these operating expenses are used in an open, fair 
and accountable manner.  One important guiding principle in respect of claims 
of operating expenses is that a Member or his relatives must not have any direct 
or indirect financial interest in, or be able to derive any financial benefits from, 
any transaction in respect of which reimbursement is claimed.  A Member 
should refrain from claiming reimbursement for any transaction from which he 
himself, his relatives or business associates may be perceived to have benefited. 
If a conflict of interest cannot be avoided or has arisen, a Member, when 
applying for reimbursement, should make a declaration of his interest which will 
be made available for public inspection. (Appendix III) 
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7.  This guiding principle was first reflected in the procurement procedures 
set out in Paragraph 60 1 of the Reimbursement Guide published in 
September 2005 for the 2005-2006 legislative session, which stipulated that 
Members and their staff should not engage a contractor or supplier in which they 
have a financial interest, or companies owned/run by their relatives; and if this 
cannot be avoided, they should declare interest and provide justifications for 
doing so (e.g. sole supplier, more competitive price from bulk purchase).  In 
addition, Members should obtain three quotations for procurement of goods or 
services above $20,000 to ensure value for money.  These requirements were 
incorporated in the Reimbursement Guide after taking into account the views of 
ICAC. 
 
8.  Paragraph 60 of the Reimbursement Guide was modified when it was 
re-issued in January 20062.  In this version, Members and staff were reminded 
to avoid engaging a contractor or supplier in whose business they or their 
relatives had a financial interest or was in control.  If this could not be avoided, 
declaration should be made, and with justifications, on Declaration Form IV. 
 
9.  In the Reimbursement Guide published in October 2008, Paragraph 60 
was revised to incorporate best practices into the procurement procedure.  In 
addition to describing the financial interest as "a financial interest in or control 
of the business of" a contractor or supplier, a Member or his staff is required to 
obtain at least three quotations for price and performance comparison (whenever 
practicable).  The relevant provisions in the Reimbursement Guide are in 
Appendix IV. 
 
10.  Since the work of a Member's staff is closely related to the duties of the 
Member, a Code of Conduct (Appendix V), as recommended by ICAC, is 
attached to the employment contract and forms part of the contract for 
acceptance by the staff when accepting the appointment.  The code of conduct, 
a sample of which is given in the Reimbursement Guide, states that situations 
which give rise to Members or their staff being perceived to have benefited a 
closely related party or personally should be avoided.  In handling conflict of 
interest situations, staff should ensure the business conducted by the Member's 
Office is done in an open, impartial, reasonable and acceptable manner.  
Conflict of interest situations should be avoided, but when they do happen, they 
should be declared and resolved in favour of the public interest. 
                                                 
1 Paragraph 60 of the Reimbursement Guide issued in September 2005 for the 2005-2006 legislative 

session read as follows: "Members and their staff should not engage a contractor or supplier in which 
they have a financial interest, or companies owned/run by their relatives.  If this cannot be avoided, 
they should declare interest and document the justifications for doing so (e.g. sole supplier, more 
competitive price from bulk purchase)." 

 
2 The Reimbursement Guide was modified and re-issued in January 2006.  Paragraph 60 was 

re-numbered as paragraph 59.  It reads as follows: "A Member or his/her staff should not engage a 
contractor or supplier in whose business he/she or any of his/her relatives has a financial interest or is 
in control.  If this cannot be avoided, they should declare interest and document the justifications for 
doing so (e.g. sole supplier, more competitive price from bulk purchase), using Declaration 
Form  IV." 
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11.  The Code of Conduct particularly draws special attention to the 
procurement of goods and services, staff recruitment as well as delivery of the 
services of the Member's Office.  Where there is perceived or actual conflict of 
interest, the staff member should abstain from dealing with the matter in 
question and report the situation to the Member, who may reassign the task to 
another staff. 
 
 
The circumstances 
12.  A preliminary examination of the circumstances was conducted by the 
Legislative Council Secretariat under the direction of the Secretary General who 
has the responsibility to ensure that the financial provisions allocated to The 
Legislative Council Commission are properly spent. 
 
Claims for reimbursement of insurance premium paid 
13.  The Secretary General notes that the allegations referred to in the media 
reports were in fact related to the four claims (Appendices VI to IX) made by 
Mr LEUNG for reimbursements of the premium for the insurance policies he 
had renewed since the commencement of the current term. These insurance 
policies were purchased from AXA China Region Insurance Company (Bermuda) 
Limited ("AXA") through one of Mr LEUNG's part-time employees, Ms TANG 
Yuen-ching, who is also an agent of AXA.  The details are as follows: 

(a) Renewal of office insurance coverage at a premium of $2,520 for 
office contents, money, business interruption and public liability of 
four offices, namely offices at Central Government Offices, Tai Po, 
Tseung Kwan O and Tai Wai (the relevant declaration form is in 
Appendix VI); 

(b) Renewal of medical insurance coverage at a premium of $1,890.75 
for Mr MA Yu-sang, an employee of the Office of Hon LEUNG 
Kwok-hung (the relevant declaration form is in Appendix VII); 

(c) Renewal of employees' compensation insurance coverage at a 
premium of $8,001.36 for employees of the Office of Hon LEUNG 
Kwok-hung (the relevant declaration form is in Appendix VIII); 
and 

(d) Renewal of medical insurance coverage at a premium of $4,262.05 
for Ms TANG Yuen-ching, an employee of the Office of Hon 
LEUNG Kwok-hung (the relevant declaration form is in Appendix 
IX). 

 
14.  Records show that Hon LEUNG Kwok-hung has all along been aware 
that Ms TANG Yuen-ching is also an appointed insurance agent of AXA, and has 
agreed to engage the service of Ms TANG in arranging contracts of the above 
insurance policies which are funded by OER.  Through these contracts, 
Ms TANG Yuen-ching received commission payments from AXA, ranging from 
7% to 10% of the insurance premium received by the company. 
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15.  Records also show that when the above insurance policies were first 
taken out on 12 October 2004, 6 February 2006, 11 January 2005 and 24 March 
2006 respectively, the requirement that three quotations ought to be obtained had 
not yet been introduced during that period of time.  For the two policies taken 
out in 2006 (i.e. after the requirement for making declarations was implemented) 
(Appendix X (a) to (b)), Ms TANG had declared her financial interest in Part III 
of the declaration form and signed as "decision-maker", while Mr LEUNG had 
declared in Part IV of the same form that he and his relatives had no financial 
interest or control in AXA.  Since then, the four policies had been renewed 
annually and the same declarations had been made by Mr TANG and 
Mr LEUNG. 
 
16.  When the declaration forms for the latest renewals were received, no 
question was raised by the Accounts Office of the Secretariat as it was 
considered that since both the Member and the staff concerned had no "financial 
interest in or control of the business" of AXA, it was entirely up to the Member 
to decide whether to declare or to obtain three quotations for price and 
performance comparison if such was practicable.  According to the Accounts 
Office, Mr LEUNG himself had no conflict of interest in the use of public funds 
and he had agreed to his staff Ms TANG's earning of a commission. 
 
17.  Following the report by the media of Mr LEUNG's failure to obtain 
three quotations for the insurance policies, the Accounts Office approached 
Mr LEUNG's office and Mr LEUNG provided additional justifications on the 
original declaration forms, as shown in Appendix XI (a) to (d).  Mr LEUNG 
explained that the premium rates for the renewal of these policies were set 
according to his past claim records.  Based on his good record with AXA and 
market information, he was convinced that the premium for a new policy with 
another insurance company would not be lower than that for a renewal with 
AXA.  Separately, Ms TANG Yuen-ching also explained in a letter dated 
30 December 2009 (Appendix XII) that the commission rates were set by AXA 
and she had no special financial interest arising from these insurance policies. 
 
 
Findings and observations 
 
18.  The avoidance of conflict of interest is the most important principle 
underlying the reimbursement system.  Detailed guidelines have been provided 
in the Reimbursement Guide to ensure that a Member or his/her relatives do not 
have any direct or indirect financial interest in a contractor or supplier of goods 
or services, and are not able to derive any financial benefits from a transaction in 
respect of the reimbursement claims.  The declaration procedure is to enable 
any conflict of interest which cannot be avoided or has arisen to be disclosed for 
public inspection.  
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19.  There is no information which indicates that Mr LEUNG Kwok-hung 
had any financial interest in or control of the business of AXA, or that he had 
derived any financial benefit from the transactions concerned.  In claiming the 
related expenses, Mr LEUNG made declarations in accordance with the relevant 
provisions in the Reimbursement Guide and provided information about the 
justification for his decision and the financial benefit that his staff, Ms TANG 
Yuen-ching, had gained from the transactions.   
 
20.  As regards Ms TANG, the Accounts Office considered that Ms TANG 
also had no financial interest in or control of the business of AXA, hence the 
requirement that at least three quotations ought to have been obtained was not 
triggered.  The Accounts Office also considered that Paragraph 61 did not apply 
as the premium paid and claimed each time did not exceed $20,000. 
 
21.  The Secretary General has referred to the ICAC's report in February 
2005 and noticed that ICAC's specific recommendations in dealing with conflict 
of interest in the procurement of goods and services were that: 
 

(a) Members and their staff should not engage a contractor or supplier 
in which they have a financial interest; or companies owned/run by 
their relatives or close acquaintances; and  

(b) where the situation in (a) above cannot be avoided, their interests 
should be declared and the justifications for doing so documented 
(e.g. sole supplier/contractor for the goods/services required, 
enjoying lower prices from using bulk contracts of affiliated 
associations). 

 
The recommendation in (a) above was reflected in the original version of 
Paragraph 60 of the Reimbursement Guide published in 2005-2006 but was 
revised in the January 2006 version.  The "financial interest" referred to in 
ICAC's report is broader than what is provided in the current Paragraph 60 
which only refers to "the financial interest in or control of the business of the 
contractor or supplier".  The Secretary General opines that the revision in the 
January 2006 version has precluded the "financial interest in a transaction" 
which is an obvious conflict of interest since the Member or his/her staff can 
derive a financial benefit from the transaction.  The fact that Mr LEUNG and 
Ms TANG completed Declaration Form IV despite the specific provision in the 
present Paragraph 60 suggested that they too believed that a conflict of interest 
did arise and a declaration was required. 
 
22.  The Secretary General also noticed that there was an understanding 
among the Accounts staff that the stipulation in Paragraph 60 could be applied 
with certain flexibility if the Members' own financial interest is not involved.  
In other words, if a staff has notified the Member of her financial interest in a 
particular transaction, the Member could decide whether he should insist that 
three quotations should be sought.  This flexibility would not be applied in the 
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case where the Member has a personal interest in the transaction.  The 
Secretary General's view is that all transactions involving a Member or his staff's 
personal financial interest should be dealt with, and seen to be dealt with, in an 
open and fair manner.  In other words, where a financial interest cannot be 
avoided or has arisen, the Member is required to declare the interest and to 
obtain at least three quotations.  The stipulation in Paragraph 61 which requires 
at least three quotations to be obtained for a procurement exceeding $20,000 has 
no relevance to the declaration of interest under Paragraph 60.  Members 
should be advised to comply with Paragraph 60 irrespective of the value of the 
procurement.  The two paragraphs are dealing with different situations. 
 
23.  The Secretary General is of the opinion that the most fundamental 
question is whether the conflict of interest in the procurement can be avoided.  
The purpose of the declaration form should aim to provide the reasons why the 
procurement is not avoidable, and not to facilitate the procurement to take place.  
When the four insurance policies were first taken out/ renewed after 
implementation of the declaration requirement, Mr LEUNG explained that the 
supplier was chosen on the basis of quality/functions, service/support and 
convenience.  When clarification was sought as to why other quotations were 
not obtained in the latest renewals, he further explained that the rates quoted by 
AXA for the renewal of the policies for which no claims had been made were 
likely to be lower than new policies. 
 
24.  The Secretary General opines that it is for the Member to justify, and 
for the public to judge, whether there are good reasons for the Member to incur 
an expenditure item under a conflict of interest situation.  However, in a case 
where public money is involved, Members should be advised to make conscious 
efforts to avoid the slightest conflict of interest.  It is only under very special 
circumstances, such as no other service provider is available in the market, that 
such procurement may take place.  In these circumstances, the Member should 
be advised to involve a third party to handle the transaction and to ensure that 
the requirement under Paragraph 60 is complied with.  In the present case, there 
is no information on the declaration form that a third party had been involved in 
the procurement process.  In fact, the claims were handled and submitted to the 
LegCo Secretariat by Ms TANG herself. In this respect, the Secretary General 
finds that the design of Declaration Form IV does not facilitate the Member to 
provide all relevant information for public scrutiny. 
 
25.  As far as the two allegations in respect of the renewal of the four 
insurance policies are concerned, the Secretary General finds that: 
 

(a) Mr LEUNG did explain why he needed to take out the insurance 
policies from AXA and both Ms TANG and himself had made the 
declaration in accordance with the Reimbursement Guide, but 
whether the reasons are good enough will be for the public to judge;  
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(b) Mr LEUNG had no obligation to obtain three quotations if "financial 
interest" in Paragraph 60 is taken to mean financial interest in the 
business of AXA, which could be the case if a literal approach is 
adopted, but he would be obliged to do so if "financial interest" also 
covers the "financial benefit from a transaction";  

(c) in view of the financial interest in the transaction and the conflict of 
interest arising therefrom, Paragraph 15 of the Code of Conduct 
which provides that a staff in her situation "should abstain from 
dealing with the matter in question and report the situation to the 
Member, who may reassign the task to another staff" should have 
applied to Ms TANG's situation. 

 
 
Using the service of a good friend in renovating office 
26.  The third allegation, i.e. the allegation described in paragraph 3 (c), 
relates to a claim made by Mr LEUNG Kwok-hung in April 2009 for the 
reimbursement of $4,800 for the service provided by a company under the name 
of KOO SZE YIU Construction Works (古思堯裝修工程) for changing two 
wooden doors in Mr LEUNG’s office in Tai Wai. (Appendix XIII)  The claim 
was charged as a Setting-Up Expenses Reimbursement.  Mr LEUNG is alleged 
to have used a company operated by his close friend Mr KOO Sze-yiu to 
undertake the renovation work.  
 
Findings and observations 

27.  The financial interests referred to in the Reimbursement Guide refer to 
those of the Member or his/her relatives.  The obligation of the staff of a 
Member to avoid and declare financial interest is set out in the Code of Conduct.  
The term “relatives” is defined in the Reimbursement Guide. Mr KOO Sze-yiu is 
neither a staff of Mr LEUNG, nor a relative of Mr LEUNG within the definition 
of “relatives” provided in the Reimbursement Guide.  There is no stipulated 
provision in the Reimbursement Guide prohibiting the engagement of a friend or 
a close acquaintance to provide a service for which a claim is made under the 
Reimbursement Guide, although such was recommended in the ICAC’s report. 
 
 
Recommendations 
28.  The Secretary General considers that there is room to set out more 
clearly in Paragraph 60 the extent of actual or perceived conflict of interest 
arising from their relationship with a contractor or supplier that Members ought 
to avoid and, if such is not avoidable, to declare for public scrutiny.  What this 
incident has revealed is that the changes made in the January 2006 version had 
modified the scope of financial interest which ought to be avoided and, if such is 
not avoidable, to be declared.  The obligations of the Member and the staff to 
follow the Code of Conduct are not set out in the procurement procedures.  
There is a need to rewrite Paragraph 60 so as to reflect the broader meaning of 
"financial benefits" for declaration by Members and to incorporate the measures 
to avoid conflict of interest as suggested in the Code of Conduct. 
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29.  The Secretary General considers that apart from re-writing Paragraph 
60, there is also a need to provide different declaration forms for Paragraph 60 
and Paragraph 61 which deal with two different situations.  The Secretary 
General recommends that Declaration Form IV should be modified as follows: 
 

(a) "Declaration Form IV(a)" should be a declaration form aiming to 
provide information on why conflict of interests cannot be avoided, 
details of the interests, quotations obtained, any third party who has 
handled the transaction, and a certification from the Member that the 
transaction, though with the interests involved, is in order 
(Appendix XIV); 

 
(b) "Declaration Form IV(b)" should be a document in support of claims 

of an expenditure item exceeding $20,000, to provide information on 
the three quotations obtained for price and performance comparison 
(Appendix XV). 

 
30.  The Secretary General believes that all Members are aware of the need 
to comply with the Reimbursement Guide and have made every effort to do so.  
However, it may not be easy for Members and their staff to be aware of changes 
made to the Reimbursement Guide unless such changes are easily identifiable in 
the Reimbursement Guide or separately listed when new versions of the 
Reimbursement Guide are published.  In the present case, as the requirement of 
obtaining three quotations whenever practicable in Paragraph 60 was subsumed 
under a package of changes to the Reimbursement Guide introduced in October 
2008 when the new term began, it might not be easy for existing Members and 
their staff to be aware of such changes.  The Secretary General recommends 
that in future revision exercises, all changes should be listed on a separate sheet 
for easy reading and the last date of amendment to any paragraph in the 
Reimbursement Guide should be included. 
 
 
 
 
 
Prepared by Ms Pauline NG, Secretary General 
Legislative Council Secretariat 
1 February 2010 



Appendix VI 
 

Extract from the Rules of Procedure of the Legislative Council 
 

*  *  *  *  *  *  * 
 
73.  Committee on Members' Interests 
 
 (1) There shall be a standing committee to be called the Committee on 
Members' Interests – 
 

(ca) to consider any complaint made in relation to the conduct of Members 
referred to in Rule 83AA (Claims for Reimbursement of Operating 
Expenses or Applications for Advance of Operating Funds) and, if it 
thinks fit after consideration, investigate such complaint; 

 
 (1A) In considering or investigating a complaint referred to in subrule (1)(ca), 
the committee shall, in addition to any other matter that the committee may consider 
relevant, have regard to the provisions of A Guide for Reimbursement of Operating 
Expenses for Members of the Legislative Council. 
 
 
83AA. Claims for Reimbursement of Operating Expenses or Applications for 

Advance of Operating Funds 
 
 When making a claim for reimbursement of operating expenses or applying for 
advance of operating funds in accordance with A Guide for Reimbursement of 
Operating Expenses for Members of the Legislative Council, or acting for purposes 
related thereto, a Member shall –  
 

(a)  ensure that any information provided or any declaration or 
certification made is true, accurate and complete; and 

 
(b) act according to any undertaking that he has given. 

 
 
85.  Sanctions relating to Interests, Operating Expenses or Operating Funds 
 
 Any Member who fails to comply with Rule 83 (Registration of Interests), 83A 
(Personal Pecuniary Interest to be Disclosed), 83AA (Claims for Reimbursement of 
Operating Expenses or Applications for Advance of Operating Funds) or 84(1) or 
(1A) (Voting or Withdrawal in case of Direct Pecuniary Interest) may be 
admonished, reprimanded or suspended by the Council on a motion to that effect. 
 

*  *  *  *  *  *  * 
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Extract from A Guide for Reimbursement of Operating Expenses 
for Members of the Legislative Council 

 
*  *  *  *  *  *  * 

Guiding Principles 
7.   A Member or his/her relatives (see Appendix IV) must not have any 
direct or indirect financial interest in, or be able to derive any financial benefits 
from, any transaction in respect of which reimbursement is claimed. 
 
8.   A Member should refrain from claiming reimbursement for any 
transaction from which he himself/she herself, his/her relatives or business 
associates may be perceived to have benefited.  
 
9.   A Member should use public funds in an open, fair and accountable 
manner. 
 
10.  If a conflict of interest cannot be avoided or has arisen, a Member, 
when applying for reimbursement, should make a declaration of his/her 
interest which will be made available for public inspection. 
 
11.  Should there be a transaction in respect of which reimbursement is 
claimed or may be claimed, and there is a perceived conflict of interest, or the 
transaction has become a matter of public concern, the Member should take 
steps to resolve the conflict in favour of the public interest. 
 
12.  A Member should separate his/her private and LegCo 
operations/interests as far as possible, and be seen to be doing so to avoid 
any perception of conflict of interest or wrongful personal benefit. 
 
Procurement 
60.  A Member or his/her staff should not engage a contractor or supplier 
whose business he/she or any of his/her relatives has a financial interest in or 
control of.  If this cannot be avoided, they should obtain at least three 
quotations for price and performance comparison (whenever practicable), 
declare interest and document the justifications for doing so (e.g. sole supplier, 
more competitive price from bulk purchase), using Declaration Form IV. 
 
61.   For procurement of goods or services above $20,000, including a 
contract commitment or renewal of insurance policy costing more than 
$20,000, Members should obtain at least three quotations for price and 
performance comparison. These quotations should be in written form 
whenever practicable. Declaration Form IV should be submitted when 
reimbursement is claimed. 
 

*  *  *  *  *  *  * 
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Extract from CODE OF CONDUCT FOR STAFF EMPLOYED 
BY LEGISLATIVE COUNCIL MEMBERS  

(Appendix III to A Guide for Reimbursement of Operating Expenses 
for Members of the Legislative Council) 

 
*  *  *  *  *  *  * 

Conflict of Interest 

10.   Situations which give rise to Members or their staff being perceived to have 
benefited a closely related party or personally should be avoided.   
 
11.   Staff should not, in their capacity as assistants of LegCo Members, use their 
official position or any information made available to them in the course of 
performing their duties, to seek to influence another person in furtherance of their 
private interest. 
 
12.   For the purposes of this Code, a conflict of interest situation arises where the 
“private interests” of a staff member compete or conflict with the interests of the 
public at large or the staff member’s official duties. “Private interests” include the 
financial and other interests of the staff member himself; his family or other relatives; 
his personal friends; the clubs and associations to which he belongs; any other groups 
of people with whom he has personal or social ties; or any person to whom he owes a 
favour or is obligated in any way. There are circumstances in which a tie of kinship 
or friendship, or some other association or loyalty which does not give rise to a 
financial interest, can influence the judgement of the staff member in discharging his 
official duties, or may reasonably be perceived as having such an influence. A staff 
member’s duty to declare a conflict of interest therefore goes beyond the disclosure 
of interests that are definable in pecuniary terms.  
 
Handling of conflict of interest situations 

13.   Staff should ensure the business conducted by the MO is done in an open, 
impartial, reasonable and acceptable manner. Conflict of interest situations should be 
avoided, but when they do happen, they should be declared and resolved in favour of 
the public interest. 
 
14.   Declarations of interest should be in writing, where appropriate, using the 
declaration forms in the “Guide for Reimbursement of Operating Expenses for 
Members of the Legislative Council”. 
 
15.   Special attention should be given to procurement of goods and services, 
staff recruitment as well as delivery of the MO’s services. For example, a conflict of 
interest situation may arise if a staff member takes part in the selection of suppliers, 
where one of the bidders under consideration is his family member, relative or 
personal friend. When there is perceived or actual conflict of interest, the staff 
member should abstain from dealing with the matter in question and report the 
situation to the Member, who may reassign the task to another staff. 
 

*  *  *  *  *  *  * 
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