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Panel on Environmental Affairs
Subcommittee on Improving Air Quality
List of follow-up actions arising from the discussion
at the meeting on 11 May 2010

As requested by Members at the above meeting, we set out below the

following supplementary information in respect of the follow-up action items (4)
to (6).

(4) To consider conducting a survey to ascertain the adequacy of the grant
level of the incentive scheme.

On the issue of the grant level, we have already provided in our response
on 11 May 2010 a detailed account of the rationale behind the proposed
grant level, which includes the following -

(a) the oldest Euro II.vehicles have now entered their 13" year of
operation, same as the Euro I vehicles at the time when the grant
scheme was launched. Therefore, we propose to set the grant level
for replacing Euro II vehicles at 18% of the 2009 average vehicle
taxable values, which is the same percentage used in Euro I
replacement scheme;

(b)  the highest amount a vehicle owner may receive is about $200,000,
which should be attractive to vehicle owners; and



(5)

(6)

(c) the amount is higher than that of Japan and European Union
countries such as France and Germany which operate similar
schemes. To ensure prudent spending of public money, we do not
see justifiable grounds to increase the grant level.

We consider the suggestion of conducting a survey by the Government to
ascertain the adequacy of the grant level not practicable. Firstly, in
contrast to the new vehicle market, the sale of second-hand vehicles is less
transparent. It is not easy for a third party to obtain the actual transaction
price. In fact, apart from the market factors such as the state of the
economy, demand and supply etc, the prices of second-hand vehicles
would also vary according to vehicle age, mileage and vehicle conditions.
Furthermore, we have heard that some sellers of Euro II vehicles may set a
higher selling price to reflect the consideration that the prospective buyers
may receive extra payment should they apply for the grant even after using
the vehicle for a few years. Therefore, the transaction price of an
individual second-hand vehicle should not be used as an objective
reference to reflect the overall price levels of second-hand vehicles in the
market.

To provide written response to the joint submission from the Kowloon
Joint submission from Kowloon District Tourists and Passengers Omnibus
Operators Association, Hong Kong District Tourists and Passengers
Omnibus Operators Association, Tsuen Wan District Tourists and
Passengers Omnibus Operators Association, Yuen Long District Tourists
and Passengers Omnibus Operators Association, Tuen Mun District
Tourists and Passengers Omnibus Operators Association and Public
Omnibus Operators Association, and the submission from Non-franchised
Public Buses Workers Association.

We and Transport Department have provided separate written replies to the
suggestions raised by the trade. The relevant replies are attached at Annex
I, II and III.

To consider testing out the performance of Euro V to ease the concerns of
the trades and encourage participation in the scheme.

Following Government’s launching of the tax incentive scheme for Euro V
commercial vehicles on 1 April 2008, there are currently more than 130
Euro V commercial vehicle models and the numbers are increasing



continuously. Among the current registered commercial vehicles, over
240 commercial vehicles are Euro V ones. They cover different vehicle
types including light buses, light, medium and heavy goods vehicles,
franchised and non-franchised buses. In addition, some new vehicles
purchased by the Government also meet the Euro V emission standard. So
far, these vehicles are operating normally. ~We believe the actual
operational performance of these Euro V vehicles could help ease the
trade’s concerns.

Yours sincerely,

(LA -nam )
for Director of Environmental of Protection
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