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I. Introduction  
 

1. This Statement is prepared in response to the invitation by the above-
captioned Select Committee to me to attend a hearing and to submit a 
Statement.  

2. This Statement contains information relevant to the Select Committee’s 
major areas of study. It has been prepared with the assistance of, and 
includes information provided by, various members of the 
Corporation’s management team responsible for the project.  

3. I am the Chief Executive Officer of the Corporation. I was appointed 
Chief Executive Officer on 16 March 2015, having been Acting Chief 
Executive Officer since 16 August 2014. 

4. I joined the Corporation in February 2002 as Finance Director, with 
responsibility for the financial management of the Corporation’s affairs. 
In May 2008, I was re-titled Finance and Business Development 
Director, assuming responsibility also for development of the 
Corporation’s business in Mainland China and overseas. I became 
Deputy Chief Executive Officer in July 2012, with responsibility 
primarily for continuing the growth of the Corporation’s businesses 
outside Hong Kong. 

 
II. Background of and reasons for the project delay, as announced by the 

Government and the Corporation in April 2014 
 

(a) Scope and implementation schedule of the construction of the XRL 
(“the project”)  

 
The project 

5. The XRL is an approximately 26km long underground rail corridor, 
running northward from a new terminus in West Kowloon to the 
boundary between Hong Kong and Shenzhen, where it connects with 
the Mainland section.  An alignment plan of the XRL and an aerial 
view of the location of West Kowloon Terminus (“WKT”) are at 
Annex 1.  The XRL is the world’s first all-underground high-speed 
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railway project and WKT is the largest excavated underground high-
speed rail station in the world. 

6. It is the first Hong Kong railway project to be constructed under the 
service concession approach, in which the Corporation manages the 
construction of the railway whilst the Government pays the construction 
and management costs. 

7. It is a large, complex and challenging project including:  

(a) an underground terminus at West Kowloon occupying 11 hectares 
and bounded by Kowloon Station (Airport Express and Tung 
Chung lines) to the west, Austin Station (West Rail line) to the east 
and the West Kowloon Cultural District to the south; 

(b) approximately 25km of twin track tunnels between the WKT area 
and the boundary between Hong Kong and Shenzhen; and 

(c) 7 ventilation buildings (including emergency access points), a 
further emergency access point at Tai Kong Po and Stabling 
Sidings and an Emergency Rescue Siding at Shek Kong. 

8. The project is being constructed under a number of Design, Civil 
Works, Electrical & Mechanical (“E&M”) and Architectural Builders 
Works & Finishes contracts (together “Third Party Contracts”). Of 
the major Third Party Contracts (i.e. contract sums greater than HK$50 
million), there are 20 Civil Works contracts and 22 E&M contracts.  

9. There follows a general overview of the project, with reference to a 
number of the major Civil Works contracts, to provide the Select 
Committee with an appreciation of its scale and complexity.  Further 
details of the project and its status as of the end of April 2014 are set 
out in particular in: 

(a) the Corporation’s report to the Legislative Council submitted on 2 
May 2014 (CB(1)(1354/13-14(01)) (“the 2 May 2014 Report”) 
and: 

(b) the First Report by the Corporation’s Independent Board 
Committee (“IBC”) on the Express Rail Link Project published in 
July 2014 (“the 1st IBC Report”). 
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West Kowloon Terminus 

10. WKT will have 15 tracks, 6 for short-haul trains and 9 for long-haul 
trains.  Based on the initial operating requirements for the project, from 
an early stage of the project it was intended under the project 
programme that WKT would be delivered in two phases: 10 tracks (4 
for short-haul trains and 6 for long-haul trains) were originally planned 
to be handed over by August 2015, and a further 5 tracks in 2021 or 
later depending on patronage. 

11. WKT will have four levels below ground, the ground level and one 
circulation level above ground. This is one of the largest deep 
excavations ever carried out in Hong Kong. The presence of nearby 
operating railway lines, high rise buildings and busy main roads adds to 
the complexity of the engineering challenges posed. 

12. WKT is divided into a number of major civil engineering contracts. 
Among others, these include 810A (WKT Station-North), 810B (WKT 
Station-South), and 811A and 811B (Approach Tunnels North and 
South respectively). Contract 810A is the largest Third Party Contract 
on the project.  It requires, among other things, approximately:  

(a) 1.7 million cubic metres of excavation; 

(b) 600,000 cubic metres of concrete; and 

(c) 7,200 tonnes of steel for the roof structure (together with 4,000 
tonnes of temporary steelwork for construction). 

13. WKT will be approximately 560 metres long (from Jordan Road to its 
southern end), 200 metres wide and 30 metres deep. It is being 
constructed using a combination of top-down and bottom-up 
construction methods.  The external walls are formed by diaphragm 
walls running a total length of 2,800 metres.  Approximately 700 large 
diameter bored piles and 3,300 socketed “H” piles are being installed 
within the perimeter.  

Tunnels 

14. The project involves approximately 9.5km of mixed ground tunnelling 
using Tunnel Boring Machines (“TBMs”), 13km of drill and blast 
excavation and 2km of cut and cover excavation. There will be 
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emergency evacuation cross-passages at intervals of about 250 metres 
along the entire length of the rail link.  

15. The typical cross sections of the tunnels are about 16 metres wide by 9 
metres high (for twin track tunnels) and about 8.5 metres wide by 9 
metres high (for single track tunnels).  

TBM  tunnels 

16. Five sections of the tunnels involve the use of mixed-ground TBMs, 
typically measuring about 9 metres in diameter and over 100 metres in 
length (including supporting units). These are used to carry out soft 
ground excavation and short lengths of rock excavation. Four of the 
sections are: 

(a) Contract 820 - Mei Lai Road to Hoi Ting Road; 

(b) Contract 823A - Tai Kong Po to Tse Uk Tsuen; 

(c) Contract 825 - Mai Po to Ngau Tam Mei; and 

(d) Contract 826 – HK/Shenzhen boundary to Mai Po. 

The fifth is a section approximately 0.9km in length under Contract 821, 
discussed further below. 

17. The Contract 820 works involve the construction of twin bored tunnels 
approximately 3.6km in length, including 14 cross passages, driven 
north and south from a TBM launch shaft at Nam Cheong measuring 
160 metres long and 33 metres deep. That contract also includes 
construction of a ventilation building and cut and cover tunnels for 
cross-over tracks.  In addition, the scope includes the foundation and 
structural works for a new housing development, plus advance piling 
works for three Government proposed footbridges.  Contract 820 
includes substantial enabling works to facilitate construction of the twin 
running tunnels. These involve the removal of around 120 existing piles 
supporting live and abandoned utilities obstructing the path of the two 
TBMs used.  

18. The Contract 823A works involve the construction of two sections of 
twin bored tunnels with cross passages to the north and south of the 
Shek Kong Stabling Sidings.  The approximate total lengths of the 
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south and north tunnels (including cut and cover sections) are 0.6km 
and 1.1km respectively.  In total, there are four tunnel ‘drives’ – two for 
each set of tunnels.  In order to construct the tunnels, the contractor is 
required to excavate shafts to enable the launch of two custom-built 
TBMs and the retrieval of the south tunnel TBMs. 

19. The Contract 825 works involve the construction of twin 2.3km long 
running tunnels, ventilation buildings, a TBM launch shaft, tunnel cross 
passages and other associated surface-related external works at the Mai 
Po ventilation building. 

20. The Contract 826 works involve the construction of twin 1.5km long 
running tunnels which are the most northerly tunnels of the XRL.  They 
run from the boundary between Hong Kong and Shenzhen to the Mai 
Po ventilation building. This section runs directly under the Mai Po 
marshes and also passes through a zone of marble which is known to 
include cavities.  

Drill and blast tunnels 

21. Three sections of tunnels are being constructed, or mainly constructed, 
using the drill and blast technique, namely: 

(a) Contract 821 – Shek Yam to Mei Lai Road; 

(b) Contract 822 – Tse Uk Tsuen to Shek Yam; and 

(c) Contract 824 – Ngau Tam Mei to Tai Kong Po. 

22. These three sections of tunnels pass under three mountain ranges where 
the ground is composed mainly of rock of variable strength and quality.  

23. The Contract 821 alignment in Kwai Chung District passes through the 
Tolo Channel Fault Zone, which is approximately 350 metres wide. 
This is a geologically complex area, characterised by a repetitive 
succession of poor rock mass conditions with better rock mass 
conditions in between, along with the potential for extremely high water 
inflows.  The twin tunnel section under Contract 821 is approximately 
3.6km long, approximately 2.7km of which is being constructed using 
drill and blast excavation and the remainder using the TBM method. 
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24. The Contract 822 tunnels lie below Tai Mo Shan, the highest mountain 
in Hong Kong, at depths of up to 680 metres measured from the top of 
the mountain.  

25. The most northerly drill and blast section is the section under Contract 
824.  This section includes the construction of 2.3km long twin bored 
single track tunnels in rock with cross passages, enlargements for a 
future connection to Lo Wu and a 90 metre deep shaft at Ngau Tam 
Mei ventilation building.   

Shek Kong Stabling Sidings and Emergency Rescue Siding 

26. In order to provide facilities for the storage and servicing of trains in 
Hong Kong and for emergency evacuation purposes, stabling sidings 
and an emergency rescue siding are provided at Shek Kong.  These 
works are being carried out under Contract 823B. The stabling sidings 
will have 8 stabling tracks and 4 maintenance tracks, plus tracks for 
works trains.  There is an open cut emergency rescue siding for the 
evacuation of train passengers in the event of a fire or other emergency. 

27. These facilities are located approximately at the mid-point between 
West Kowloon Terminus and Futian Station, the first station in the 
Mainland section, on an area of land 1.5 km long by 230 metres wide. 
The tunnel tracks in this area emerge from the tunnels into the open cut 
rescue siding 23 metres below ground. 

Project programme 

28. As mentioned earlier in this Statement, the XRL is being constructed 
using the service concession approach, under which the Government 
pays for its construction and bears the construction risk whilst the 
Corporation is entrusted with its design and construction project 
management.  The Government retains ownership of the railway, with 
an understanding that the Corporation will be invited to undertake its 
operations under a separate  agreement.  

29. Under an Entrustment Agreement dated 24 November 2008 (“the 1st 
Entrustment Agreement”), the Corporation was entrusted with the 
performance of relevant design and site investigation activities for the 
project, subject to monitoring by the Government. Under an 
Entrustment Agreement dated 26 January 2010 (“the 2nd Entrustment 
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Agreement”), the Corporation was entrusted with the project 
management of the construction of the XRL, also subject to monitoring 
by the Government.   

30. Further details of the roles and responsibilities of the Corporation and 
the Government under the 1st and 2nd Entrustment Agreements are set 
out in Part III(a) below. 

31. The 2nd Entrustment Agreement includes a project programme 
providing for completion of the project within an estimated period of 
approximately five and a half years, from contract commencement on 
26 January 2010 to an estimated handover date of 4 August 2015 (“the 
Entrustment Programme”). 

32. The 2nd Entrustment Agreement does not impose an absolute obligation 
to complete the project by 4 August 2015 considering that, with a 
project as challenging and complex as the XRL, there is always a risk 
of delays. Rather, under the 2nd Entrustment Agreement the Corporation 
is to use best endeavours to complete, or procure the completion of, the 
project in accordance with the Entrustment Programme and to minimise 
the effect of any delay.   The Entrustment Programme is subject to 
modification as a result of change, including as a matter of right due to 
contractor delays that result in extensions of time for the contractors to 
deliver their obligations. 

Project funding  

33. Funding for the construction of the XRL under the 2nd Entrustment 
Agreement was approved by the Finance Committee of the Legislative 
Council on 16 January 2010 in the total amount of HK$66.818 billion. 
The approved funding was comprised as follows: 

Item Amount (billion)

Railway Works Budget  

Construction costs HK$43.615

Project Management HK$3.261

Contingency HK$4.446
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Non-Railway Works Budget 

Construction Related HK$9.137

Project Management HK$0.699

Contingency HK$0.954

Other 

Monitoring and Government Facilities HK$0.333

Escalation HK$4.373

Total Budget Approved by Legislative Council HK$66.818
 

34. Of the amount of HK$66.818 billion: 

(a) HK$65 billion was allocated by the Government to carry out the 
construction and commissioning of the project under the 2nd 
Entrustment Agreement; and 

(b) HK$1.818 billion was retained by Government for project 
monitoring, Government facilities and other works associated with 
the project.   

35. The sum of HK$65 billion is referred to in the 2nd Entrustment 
Agreement as the “Project Control Total”. This sum was agreed 
between the Corporation and the Government as an estimate of the total 
cost of the Entrustment Activities (“the Entrustment Cost”) and not a 
cap on project expenditure.  The Entrustment Cost was revised 
downwards from the Corporation’s prior estimates in 2009, but in line 
with estimates performed independently by Jacobs China Limited 
(“Jacobs”) on behalf of the Government (as noted at paragraph 3.12 of 
the IEP Report (as defined below)). 

36. The Project Control Total is subject to adjustment if the actual 
Entrustment Cost will exceed this sum. The 2nd Entrustment Agreement 
makes provision for the Corporation to notify the Government if and 
when it becomes aware that the Entrustment Cost will exceed the 
Project Control Total for the Government to take appropriate further 
action, considering that under the terms of the 2nd Entrustment 
Agreement it is the Government (and not the Corporation) which bears 
the risk of the Entrustment Cost exceeding the Project Control Total 
and providing further funding.  
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(b) Reasons for the project delay  
 

37. As noted by the independent experts appointed by the IBC, Prof. Dr. 
Bent Flyvberg and Prof. Dr. Tsung-Chung Kao (“Independent 
Experts”), in the Second Report by the IBC on the Express Rail Link 
Project (“the 2nd IBC Report”), nearly all of the major Civil Works 
contracts on the project have been affected by a number of delay events, 
some of which have been critical to the project programme path.   

38. In order to monitor the impact on the overall programme, the position 
under the various Third Party Contracts must be considered against the 
overall critical path to project completion.  Additionally it will often be 
possible to mitigate the impact of a delay through use of delay 
mitigation and recovery measures.  The effectiveness of such measures 
is closely monitored.  

39. Some of the key causes of delay are examined below. 

Fast-tracked front end for project programme 
 

40. At paragraphs 3.12 and 3.13 of the Appendix to the 2nd IBC Report, the 
Independent Experts noted that there was a shorter front end for the 
project programme than might be expected for a project of the nature of 
the XRL. The process from Executive Council’s policy support to 
signing the 2nd Entrustment Agreement took approximately 21 months, 
significantly shorter than the international benchmark of an average of 
37 months. 
 

41. As noted at paragraph 4.32 of the Appendix to the 2nd IBC Report, 
construction schedules for the Corporation’s projects have historically 
been short, although they have recently become longer. 

 
42. The Corporation acknowledges that the project schedule overall was 

tight, but achievable. At paragraph 5.4 of the Appendix to the 2nd IBC 
Report, the Independent Experts state that there was “some justification 
to the optimistic schedule” based on the successful delivery of previous 
railway projects by the Corporation and by the (pre-merger) Kowloon-
Canton Railway Corporation with schedule and cost overruns that were 
“infrequent and minor”. 
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43. The project programme itself was developed by the Corporation in 
consultation with, and based on advice from, various external 
consultants at both the preliminary and detailed project design stages. 
The consultants prepared a number of reports and works programmes 
during the development stage. The programme was continually 
reviewed by senior construction and design managers and planning and 
programming managers of the Corporation and discussed with the 
consultants at programming workshops and other meetings. 

 
44. In establishing the project programme it is relevant to note, as I have 

mentioned at Part II(a) above, that the 2nd Entrustment Agreement does 
not impose an absolute obligation that the project be completed by 
August 2015. 

Unfavourable ground conditions 

45. As the project involves approximately 25km of underground tunnels 
and an underground station as deep as 30 metres below surface level, 
ground conditions are a major determinant of project progress.  
Unfavourable ground conditions have been a significant cause of delay.  
These conditions include higher than anticipated rock head levels, weak 
seams, the presence of cobbles and boulders, high water inflows and the 
presence of underground steel obstructions. 

46. These conditions were often unanticipated despite extensive site 
investigation.  For example: 

(a) at WKT the drill holes used in the site investigation were spaced 
on average 14.4 metres apart, which is in line with the relevant 
Government guidelines and is also closer than the industry norm.  
However, due to the vertical formations of the bedrock at the 
WKT site, even with closely spaced bore holes, it is still possible 
to miss weak seams of rock and sub-surface boulders.  Variable 
rock head in several locations resulted in excessive rock having to 
be removed to meet the requirements of rock quality for the panels 
on which the WKT diaphragm wall are founded; 

(b) for tunnels, in addition to conventional drill holes, the project team 
also used unconventional approaches such as electromagnetic 
waves as well as horizontal/directional drill holes to retrieve 
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geological conditions along the tunnel alignment.  However, there 
were still areas where these ground investigation methods were 
unable properly to ascertain the geological conditions through 
which large sections of the tunnels would have to be excavated or 
bored.  For instance, it was not possible to sink a drill hole of 
almost 700 metres deep from top of Tai Mo Shan down to the 
tunnel level.  As a result of unforeseen weak seams and faults, 
unexpected higher rockhead levels and unexpected higher 
groundwater inflow, tunnel construction progress for contracts 
such as 822 and 826 was affected. 

47. There are also other cases in which the Corporation could not carry out 
particular ground investigation for reasons beyond the Corporation’s 
control.  For example, due to the heavy daily volume of traffic using the 
eight-lane Jordan Road, road closure for site investigation work was not 
possible. The ground conditions under Jordan Road could not be 
adequately documented until the road was moved from its original 
location after construction had started.  It is for this reason that the 
ground conditions and extensive utilities (and how closely laid and 
intertwined these utilities were) under Jordan Road could not be 
mapped prior to construction work commencing. 

48. Unfavourable ground conditions have impacted most tunnel and WKT 
contracts.  

Site possession issues 

49. The fast-tracked front end for the project programme put pressure on 
the acquisition of rights of way prior to construction starting.  The 
preconstruction activities relating to site possession for the XRL 
included gazettal and amendment to the planning scheme and the 
process for environmental approvals and community consultation. 

50. Late site possession and delays to works area access and approvals have 
affected a number of contracts on the project.  This manifested itself 
either in delayed ground investigations (for example at WKT) or actual 
delay to commencement of works pending possession of the site, for 
example at Choi Yuen Tsuen where land resumption met with strong 
opposition from land owners and other interested parties. 
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51. Contracts significantly impacted by such issues include 810A, 810B, 
811B, 823A and 823B.  

Utility diversions 

52. A number of contracts were also affected by unforeseen utilities works.  
There exists beneath the site area and particularly at WKT a complex 
and congested network of underground utilities.  Although most of 
these utilities were charted, the configuration, the spread, the alignment 
of and the slack within the utilities and the locations of the utilities 
joints as well as the interrelationship between the services could not be 
identified until the Corporation actually took possession of the site.   

53. The maintenance and diversion of the utilities proved to be very 
challenging and time-consuming. There was often only limited room to 
divert utilities, which had to be handled with care to ensure the 
diversions did not disrupt services to nearby buildings.   

54. Contracts impacted by utilities diversions include in particular 810A, 
810B, 811B, 805, 822 and 824. 

Labour 

55. The acute shortage of labour has had a significant impact on the project.  
This is an industry wide factor that has impacted on all projects in Hong 
Kong.  The Corporation was aware that we would face challenges in 
this area, although the extent of those challenges has been greater than 
foreseen at the time the original programme was developed.   

56. At paragraph 3.24 of the Appendix to the 2nd IBC Report, the 
Independent Experts noted that on average a 20% labour shortage had 
been experienced by the Corporation’s five Hong Kong railway 
development projects underway at the time. 

57. The Corporation has introduced various mitigation measures to deal 
with this labour shortage issue, for instance:  

(a) active engagement with Government and the Construction Industry 
Council concerning enhancement of the Supplementary Labour 
Supply Scheme and construction-related training schemes;  

(b) holding job fairs; 
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(c) improving working conditions (eg. introduction of a life insurance 
scheme for contractors’ site workers, provision of free health 
check services); and 

(d) incorporating additional requirements in works contracts relating 
to safety and welfare issues, employment of apprentices and 
graduate engineers and training. 

58. Despite these measures labour shortages have significantly impacted a 
large number of Third Party Contracts.  Civil Works contractors for the 
project have reported a shortage of labour averaging around 20% on a 
monthly basis for the period between January 2013 to April 2014 
(monthly average of 4,894 actual against 6,135 planned). The problem 
is especially acute with regard to skilled labour, specialist tunnel 
workers and frontline supervision. Particular trades have reported an 
average shortage of over 60% in the last year.  

Design changes  

59. Certain design changes have led to delays. At paragraph 3.22 of the 
Appendix to the 2nd IBC Report, the Independent Experts noted that the 
fast-tracked front-end process of the project was a key reason for 
particular design changes and delays in relation to Contracts 810A, 
810B and 811A in particular. 

Performance of the TBMs  

60. Excavation by the TBMs failed to achieve the planned rate of 
production on a number of contracts. This has been due to a variety of 
reasons, including frequent and major mechanical problems with the 
TBMs and mixed ground conditions which caused high wear and tear to 
the machines and the need for frequent maintenance, repairs and 
replacement of components.   

61. Significant delays arising from TBM performance or late arrival on site 
were felt on Contracts 823A, 825 and 826. The 823A TBM was also 
impacted by flooding arising from a black rain storm in March 2014.  

Low Production Rates  
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62. As a result of the labour resources shortage as highlighted above, 
together with the combination of unfavourable ground condition, 
utilities diversion complication, site co-ordination and inadequate work 
fronts, production rates have fallen short of programme projections in 
nearly all contracts.  

63. Lower than expected excavation rates have led to delays for Contracts 
810B, 811B, 822, 823A, 825 and 826. 

Views of the Independent Experts 

64. The above major causes are similar to those identified by the 
Independent Experts engaged by the IBC at paragraph 3.11 of the 
Appendix to the 2nd IBC Report. 

65. The IBC stated (at paragraph 5.2 of the 1st IBC Report) that it had not at 
the time seen or heard any evidence to suggest that there were obvious 
or systemic flaws in the Corporation’s project management processes 
which contributed to any delays or that there was any inadequate site 
investigation or technical preparation by the Corporation. 

66. The Independent Experts also commented (at paragraph 3.48 of the 
Appendix to the 2nd IBC Report) that the impact of unforeseen events 
on the project schedule was caused by a challenging schedule  rather 
than by any flaw in engineering or project management, also noting the 
proactivity (and at paragraph of 5.12 of the Appendix to the 2nd IBC 
Report “hard work”) of the project team in pursuing delay recovery 
measures. 

67. Additional information regarding project progress and delay is 
contained in: 

(a) the 2 May 2014 Report; 

(b) Part IV of the 1st IBC Report; and 

(c) Part III of the Appendix to the 2nd IBC Report. 

(c) Delay recovery measures adopted by the Corporation to catch up 
with the implementation schedule  

Project delay mitigation and recovery measures generally  



  Part II(c) 

16 
 

68. As explained in Part II(a) above, the Corporation is responsible under 
the provisions of the 2nd Entrustment Agreement to use best endeavours 
to procure the completion of the project in accordance with the 
Entrustment Programme and to minimise the effect of any delay.  

69. Where progress of works has been delayed, the Corporation will 
consider mitigation measures to recover the delay.  Under the 
Corporation’s internal procedures, approval by the Corporation’s 
Project Control Group is necessary before any delay mitigation or 
recovery measure can proceed.  The Corporation will also share the 
more significant proposed measures with the Railway Development 
Office (“RDO”) of Highways Department (“HyD”) before they can be 
approved, and RDO will often raise queries or ask the Corporation to 
provide additional justification for them.  Implementation of the 
measures is then monitored by the Corporation with oversight from 
RDO and Jacobs.   

70. At paragraph 5.3 of the 1st IBC Report, the IBC noted that they had 
“not identified any systemic flaw in the engineering aspects of the 
project management process which would suggest that [the project] 
delays should have been avoided or could reasonably have been 
handled better.” 

71. The Independent Experts, at paragraph 1.5 of the Appendix to the 2nd 
IBC Report, also noted that the project team sought to recover delays 
“through a long list of DRMs” on nearly all of the major Civil Works 
contracts. In the view of the Independent Experts, “this showed that the 
[project team] was pro-actively addressing the challenges faced.”   

72. Mitigation and delay recovery measures have been developed and 
implemented on most of the Civil Works contracts. These measures 
took a variety of forms, but  included (as of April 2014): 

(a) use of additional plant and labour resources;  

(b) plant modifications (eg. to TBMs); 

(c) changes in construction method; 

(d) design changes; 

(e) re-sequencing of works; 
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(f) revising the programme to completion  of non-critical contracts; 
and 

(g) revising the programme of subsequent E&M works. 

73. I now refer by way of illustration to particular mitigation and delay 
recovery measures implemented as of April 2014.  

802 

74. In view of the prolonged work leading to a possible 21-month delay 
under Contract 802 due to complications in the removal of about 300 
deformed H-shaped piles at the Nam Cheong Station site obstructing 
the TBM drive, the Corporation has worked with the Contractor and 
adopted an alternative pile extraction method called ‘Rotator & 
Wedge’. The H-piles appeared to have been deformed when driven 
into the ground some years ago. There was no expectation of such 
piles being so deformed. The DRM also involved re-sequencing of 
work with additional plant, equipment and machinery to be brought 
in.  

75. As a result, the project team was able to mitigate some of the delay 
and stay close enough to the works programme such that it has not 
caused a delay to the overall programme.  

810A  

76. The Corporation has worked closely with the contractor to maintain and 
develop a realistic and achievable programme for the remainder of the 
Contract 810A works by increasing labour resources and the amount of 
plant and machinery used for particular elements of the works.  
Examples include extending working hours for the north top-down area 
and carpenters to minimise concrete pouring times, and arranging an 
additional mobile crane to allow concurrent working on B4 slabs and 
adjacent steel cruciform column inserts. 

77. In addition, the Corporation has worked with the contractor to 
investigate and implement specific mitigation measures to recover 
delay, including adjustments to the works design, sequence and 
construction methods. Measures implemented up to 31 March 2014 
included: 
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(a) adding temporary socketed H-piles to advance construction of 
critical plant rooms at the B3 level; 

(b) revised slab configurations and structural analysis at B2 and B3 
which enable a faster build-up of the lateral support system, 
thereby allowing earlier excavation further down; 

(c) additional steel access ramps within the site to facilitate the 
excavation sequence; and 

(d) building additional struts across the B2 slab opening to provide 
earlier lateral support. 

811B 

78. Facing a possible delay of 6 months in the construction of part of the 
WKT perimeter diaphragm wall under Jordan Road, the Corporation 
and the contractor agreed to introduce an additional stage in the 
contractor’s proposed Temporary Traffic Management Scheme to 
divert the existing Jordan Road southwards in February 2012.  This 
enabled the construction of the remaining diaphragm wall panels at 
the northern part of WKT to commence 6 months earlier.   
 

79. This measure reduced the criticality of the originally planned 
northwards diversion to complete the remaining diaphragm wall 
panels underneath Jordan Road. The northwards diversion occurred 
in September 2012.  If this DRM had not been implemented, the 
construction of remaining diaphragm wall could not have taken place 
until September 2012, which would have resulted in a 6 months’ 
delay to the completion of the WKT perimeter diaphragm wall 
underneath Jordan Road, and a resulting impact to the 
commencement of the excavation works.  
 
823A and 824 

80. Contract 823A was delayed by late land possession at Choi Yuen 
Tsuen, higher than anticipated rock head levels, TBM breakdown and 
frequent repair and an inability to achieve planned production rates. 
Throughout the progress of Contract 823A, the Corporation has worked 
with the contractor to mitigate and recover delays to the extent possible. 
The measures which were adopted as of April 2014 included the 
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execution of a supplementary agreement prescribing numerous delay 
recovery measures, including overtime working, re-sequencing of 
works and the addition of a second TBM to accelerate the works. 

81. In addition, to mitigate any potential impact to the adjacent Contract 
824, the contractor took steps to de-link (from a programming 
perspective) the TBM for the north tunnels from Tai Kong Po plant 
building and tunnels. The 824 contractor was directed to construct a 
niche at the Tai Kong Po shaft to enable the dismantling of the TBM 
within the niche without obstructing the tunnel internal structural 
works. If this action had not been taken, it would not have been possible 
to commence the Tai Kong Po shaft works until January 2015 after the 
arrival of the TBM. 

 
III. Performance and accountability of the Government and the Corporation 

relating to the project delay 
 
(a) Entrustment Agreement between the Government and the 

Corporation, including the responsibilities and liabilities of the 
Government and the Corporation thereunder  

Corporation’s role under the Entrustment Agreements 

82. The Corporation’s role in relation to the project is to execute or procure 
the execution of the design, site investigation, construction and 
commissioning of the XRL in accordance with the provisions of the 1st 
and 2nd Entrustment Agreements.   

83. In particular, the Corporation must execute or procure the execution of 
the Design and Site Investigation Activities (as defined in the 1st 
Entrustment Agreement) and the Entrustment Activities (as defined in 
the 2nd Entrustment Agreement), and is responsible to the Government 
under the 2nd Entrustment Agreement for the care of all works 
constructed under the project from the commencement of construction 
until the date of handover of the works to the Government.  

84. Apart from a small amount of railway system-related design work 
performed directly by the Corporation under the 1st Entrustment 
Agreement, the Corporation has appointed third party contractors to 
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perform the design, site investigation and construction of the various 
parts of the project in accordance with the specifications and terms in 
their respective contracts.  The contractors for the various works all 
have detailed and defined obligations in their contracts for ultimate 
delivery of specified parts of the project. 

85. The Corporation is responsible for overseeing and co-ordinating the 
work of the third party contractors, “as a project manager working on 
behalf of Government” as noted at paragraph 5.15 of the 1st IBC Report.  
The Corporation applies its own project management systems and 
procedures to manage the project and its compliance with the terms of 
the Entrustment Agreements.   

86. Under the 1st Entrustment Agreement, the Corporation warrants in 
particular that the Design and Site Investigation Activities will be 
carried out with the skill and care reasonably to be expected of a 
professional and competent design engineer and project manager. 

87. Under the 2nd Entrustment Agreement, the Corporation warrants in 
particular that, in the case of those Entrustment Activities that relate to 
the provision of project management services, it will carry out such 
Entrustment Activities with the skill and care reasonably to be expected 
of a professional and competent project manager whose role includes, 
in essence, the procurement, co-ordination, administration, management 
and supervision of the design and construction of works, the 
procurement of related materials, and the management and enforcement 
of related claims. 

88. As explained earlier in this Statement, the Entrustment Programme set 
out in the 2nd Entrustment Agreement refers to an estimated handover 
date for the project of 4 August 2015.  The Corporation is responsible 
to use best endeavours to complete, or procure the completion of, the 
Entrustment Activities in accordance with the Entrustment Programme 
and to minimise any delay. 

89. The Entrustment Programme may be modified by agreement between 
the Corporation and the Government, or adjusted by the Corporation in 
the event of delay caused by one or more delaying events specified 
under the 2nd Entrustment Agreement (including any extension of time 
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granted to a contractor under a Third Party Contract other than as a 
result of the Corporation’s default). 

Corporation’s management systems and procedures 

90. Under the Entrustment Agreements, the Corporation is required to act 
in accordance with its management systems and procedures, as may be 
updated from time to time, in the following areas: 

(a) organisation and management responsibilities (further information  
concerning the functions and responsibilities of the Board, 
Executive Committee and project team in relation to the project 
are contained at Part III(b) below); 

(b) project management and control; 

(c) procurement; and 

(d) commercial settlements.  

91. The Corporation’s project management systems and procedures are set 
out in the Corporation’s Project Integrated Management System 
(“PIMS”) and Procurement & Contracts Procedures documents.  The 
documents cover all project delivery areas including programme 
management, design management, construction management, safety 
management, environmental management, cost management, 
procurement, contract administration, reporting and safety. They are 
designed, and operate, in accordance with recognised international 
standards on safety, quality, and risk and asset management, as well as 
internationally recognized good practices.  

92. In particular, the PIMS has been in use for over 20 years.  It is certified 
to be in compliance with ISO 9001 “Quality management systems – 
Requirements” and is continuously updated and improved under the 
oversight of a dedicated steering group within the Corporation which 
meets on a quarterly basis.  

93. RDO commissioned Lloyd’s Register Rail (Asia) Limited (“Lloyd’s) in 
early 2008 to review and recommend appropriate institutional 
arrangements for the entrustment of the project to the Corporation.  
Lloyd’s reported that the Corporation’s project management processes 
were “known to be robust and in line with industry best practice. They 
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are regularly reviewed and audited by outside bodies and have been 
proven and refined through the delivery of many high-quality railway 
projects” by the Corporation.  

94. As part of the Corporation’s own assessment of the suitability of its 
project management arrangements for the XRL and Shatin to Central 
Link projects, Ernst and Young performed a review of the 
Corporation’s project control systems, processes and procedures in 
January 2009.  Its review did not note any significant weaknesses. The 
PIMS was also reviewed independently by Scott Wilson Business 
Consultancy in May 2009 and found to be “fit for purpose with no 
significant shortfalls or omissions”.   

95. The Corporation also conducts regular internal audits of various kinds 
on its project management processes and compliance with the PIMS. 
These include: 

(a) self quality audits within the project team to confirm compliance 
with the requirements of the PIMS procedures. The audits are 
performed by management staff who are independent from the 
areas of work being audited; 

(b) an annual internal quality audit performed by the Project Quality 
Section which is independent from the teams responsible for 
project delivery. The audits aim at determining conformance to 
and the effective implementation of the PIMS; 

(c) technical compliance audits by the Corporation’s Project 
Engineering Department; and 

(d) audits by the Corporation’s Internal Audit Department. 

96. The internal audits were reviewed by the IBC and the Independent 
Experts and commented on at paragraph 3.15 of the 1st IBC Report and 
paragraphs 3.34 to 3.39 of the Appendix to the 2nd IBC Report.  In 
summary, the IBC found that the audits did not reveal any significant 
deficiencies with the Corporation’s project management processes, that 
any necessary improvements identified were promptly addressed and 
that they had seen no evidence that the project team had not acted in 
compliance with the systems and procedures established in accordance 
with the requirements of the 2nd Entrustment Agreement. 
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97. Compliance with the PIMS and Procurement and Contracts 
Procedures  in relation to the project is also subject to frequent audits by 
the Government’s independent monitoring and verification consultant, 
Jacobs. 

98. Jacobs performed a total of over 250 audits between January 2010 and 
April 2014. The audits covered the Corporation’s technical compliance, 
process compliance and financial compliance with the PIMS and 
Procurement and Contracts Procedures in managing different aspects of 
the project including cost, design, construction, programming, quality, 
safety and environmental issues for all major Civil, E&M, signalling, 
rolling stock and supply contracts. 

99. The audit teams comprised senior professional engineers from Jacobs’ 
Hong Kong and UK offices.  The audit reports in relation to the audits 
performed from Jacobs disclosed no significant deficiencies other than 
certain observations such as opportunities for improvement (mainly 
related to safety reporting on near misses) and updating of contractor 
submissions in method statements, in relation to which improvement 
actions were taken. 

Reporting to Government 

100. Under the Entrustment Agreements, the Corporation is required to 
report regularly to the Government on the status and progress of the 
project. Further information concerning the Corporation’s reporting 
obligations to the Government is set out in Part IV(b) below. 

Government’s role under the Entrustment Agreements 

101. Under the 1st Entrustment Agreement, the Government is responsible 
for financing the full amount of: 

(a) the Design and and Site Investigation Cost (as defined in the 1st 
Entrustment Agreement, being essentially the costs incurred by the 
Corporation and third party contractors in relation to the Design 
and Site Investigation Activities subject to an agreed overall cap); 
and 
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(b) Direct Costs (being charges, costs and amounts payable to any 
Government department, bureau, agency or body in relation to the 
Design and Site Investigation Activities). 

102. Under the 2nd Entrustment Agreement, the Government is responsible 
for financing the full amount of: 

(a) the Entrustment Cost, being the total cost of the Entrustment 
Activities including the Corporation’s own project management 
fee (“Project Management Cost”) and costs certified by the 
Corporation as due to contractors under Third Party Contracts; and 

(b) Direct Costs (principally again being Government-related charges 
in relation to the Entrustment Activities). 

103. The Project Management Cost is a sum of HK$4,590 million specified 
in the 2nd Entrustment Agreement. The Corporation and the 
Government are required however to negotiate in good faith to agree an 
increase or decrease in the Project Management Cost where a material 
modification to the scope of works under the 2nd Entrustment 
Agreement, Entrustment Activities or Entrustment Programme is likely, 
in the Corporation’s reasonable opinion, to result in a material increase 
or decrease in its project management responsibilities or costs. 

104. The Government is also required to pay all land acquisition, clearance 
and related costs (including third party compensation claims). 

Monitoring 

105. The Government (through HyD, the Transport and Housing Bureau 
(“THB”) and the Government’s independent monitoring and 
verification consultant, Jacobs, undertakes a monitoring role in relation 
to the execution of the project.  Details of the Government’s role  in 
relation to monitoring are set out in Part IV(b) below. 

Other Government obligations 

106. The Government is required to use reasonable endeavours to provide 
the Corporation with information or assistance of a non-financial nature 
to enable the Corporation to meet its obligations under the Entrustment 
Agreements.  This assistance includes: 
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(a) taking all reasonable steps to procure that all necessary licences 
and consents required in connection with the design, construction 
and operation of the XRL are given or granted as expeditiously as 
possible; and 

(b) liaising with relevant Mainland authorities to facilitate the 
Corporation’s interface with the relevant Mainland parties. 

107. The Government is also required to use reasonable endeavours to 
obtain, and pass to the Corporation, all land (including land not held by 
Government at the date of the Entrustment Agreements) required by the 
Corporation for the construction of the XRL works. 

108. The RDO, which is part of the HyD, co-ordinates the various 
Government departments in all matters relating to the project.  RDO 
acts as the Corporation’s main point of contact for most items involving 
the Government. 

109. Further information concerning the contractual obligations of the 
Corporation and the Government under the 2nd Entrustment Agreement 
is set out in particular at paragraph 3.1 of the 1st IBC Report.  

(b) Performance and accountability of the Corporation and its senior 
management in respect of the supervision of the implementation of 
the project and the project delays  

Functions and responsibilities of the Board, Executive Committee and 
project team in relation to the project 

Board 

110. The overall management of the Corporation’s business is vested in the 
Board.  The Board has delegated day-to-day management of the 
Corporation’s business to the Executive Committee.  The Board focuses 
its attention on matters affecting the Corporation’s overall strategic 
policies, corporate governance, finances and shareholders.  

Executive Committee 

111. The Executive Committee consists of the Chief Executive Officer and 
the Corporation’s Executive Directors (together the “Executive 
Directorate”) and the General Manager – Corporate Relations, and is 
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responsible for the management of the Corporation’s business on behalf 
of the Board.  It reports to the Board accordingly at regular intervals. 

112. As Chief Executive Officer since March 2015, I am head of the 
Executive Directorate  and chairman of the Executive Committee.  I am 
responsible to the Board for managing the business of the Corporation 
generally. 

113. Other members of the Executive Directorate currently are: 

(a) Commercial Director; 

(b) European Business Director; 

(c) Finance Director; 

(d) Legal Director and Secretary; 

(e) Operations Director; 

(f) Projects Director; and 

(g) Property Director. 

114. Each of the Executive Directors is responsible and accountable to 
myself as the Chief Executive Officer, the Executive Committee 
generally and the Board for the particular functions or areas of the 
Corporation’s business dealt with by the individual Divisions headed by 
them.  

115. The Executive Committee generally meets twice a week, once to review 
and discuss communication and stakeholder management matters, with 
regular reports on operational, media, shareholder and other stakeholder 
issues, and on the second occasion more formally to discuss matters and 
transactions of a substantive nature brought up by individual Executive 
Directors, according to their areas of responsibility, which require 
deliberation and decision at Executive Committee level.  Once a month, 
the Executive Committee will also review and consider business update 
reports from each Executive Director (except the Legal Director and 
Secretary). 
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116. I also hold meetings regularly with other members of the Executive 
Directorate and the Corporation’s senior management team to discuss 
individual matters of importance or concern as may be required. 

Project team 

117. The Projects Director, as head of the Projects Division, is in particular 
responsible and accountable for the planning, design and construction 
of the XRL and other railway projects approved by the Board to the 
required safety, quality, environmental, engineering and other relevant 
standards.  

118. The chart at Annex 2 shows the current organisational structure of the 
senior management of the project team under the Projects Director. 

Establishment of the IBC  

119. Following the announcement by the Corporation on 15 April 2014 of a 
delay to the project, the Corporation’s Board established the IBC, 
initially consisting of six independent non-executive directors. 

120. The IBC’s terms of reference were, in summary, to: 

(a) review the background of, and reasons for, the revised schedule for 
the project; and 

(b) look forward and advise on the manner in which the Corporation 
could deliver the project in a transparent and timely manner and in 
accordance with its obligations under the Entrustment Agreements.  

121. The IBC appointed the Independent Experts, both with considerable 
experience in relation to the management of similar projects, to assist it 
with its review. 

1st IBC Report 

122. The 1st IBC Report was published in July 2014. Among other findings, 
the IBC found that: 

(a) it had seen no evidence to suggest that in its day-to-day work the 
project team had not followed the systems and procedures 
established in accordance with the requirements of the 2nd 
Entrustment Agreement and vetted by the Government and Jacobs; 
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(b) in particular, it had not seen or heard any evidence to suggest that 
there were obvious or systemic flaws in the Corporation’s 
management processes which contributed to any delays or that 
there was any inadequate site investigation or technical preparation 
by the Corporation; 

(c) since the commencement of the project, the Corporation had 
implemented processes and procedures to ensure that it was 
carrying out its obligations under the Entrustment Agreements. 
The Government had been constantly monitoring the project 
within the framework provided in the 2nd Entrustment Agreement; 

(d) in the IBC’s view, the project team had managed the engineering 
aspects of the delays in the project arising from a number and wide 
variety of circumstances and events in a professional manner; 

(e) again in its view, through the life of the project, members of the 
project team and the Government’s representatives had worked 
together in a cooperative and collaborative manner. Delays against 
the project programme were reported on a timely basis and 
accurately to the Government in accordance with the terms of the 
2nd Entrustment Agreement; 

(f) there was no attempt by the project team or the Corporation to 
cover-up or hide the delays being experienced in the various 
project contracts. The Corporation was at all times transparent and 
accurate in its reporting of the project against programme and 
budget. However, the Government was often assured by the 
Corporation that delays in the project could be recovered to 
achieve opening in 2015;  

(g) while Government clearly had access to a great deal of information 
about the delays on the various contracts, it should have been 
given a fuller assessment of the achievability of the overall project 
timetable; 

(h) important matters relating to the project were not brought to the 
attention of the Chairman, Audit Committee or Board.  The result 
was that the Board could not monitor effectively the progress of 
the project and provide guidance where necessary; and  
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(i) the then Chief Executive Officer (“Former CEO”) and other 
members of the Executive Committee except the then Projects 
Director (“Former PjD”) were not aware of the delay in the 
project timetable to 2017 until it was presented to them by the 
Former PjD on 12 April 2014.  

123. The 1st IBC Report made a number of recommendations to address 
these issues. The Corporation has accepted the recommendations and 
has implemented them as set out further in Part V below.  

2nd IBC Report 

124. The 2nd IBC Report was published in October 2014. The IBC asked the 
Independent Experts to consider a number of issues in assisting in the 
preparation of its report. The 2nd IBC Report found among other matters 
that: 

(a) the Independent Experts agreed with the IBC’s overall conclusion 
in the 1st IBC Report that they also had seen no evidence that the 
project team had not followed the systems and procedures of the 
PIMS;  

(b) the Independent Experts considered that the impact on the project 
schedule of unforeseen events was caused by “an ambitious 
schedule of implementation” rather than by any flaw in 
engineering or project management, noting the hard work of the 
project team to recover the project through delay recovery 
measures; 

(c) the establishment of key reporting milestones, agreed by the IBC 
and the Independent Experts in consultation with the Corporation’s 
project team, should facilitate transparency in the reporting of 
project progress to all stakeholders;  

(d) in the view of the IBC, it was important for stakeholders to be 
realistic about the capital intensive nature of a project of the scale 
of the construction of the XRL. The project costs remained 
consistent with comparable international projects despite pressures 
faced by the project, such as the acute shortage of labour, which 
were outside the Corporation’s control;  
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(e) the Independent Experts confirmed the IBC’s finding in the 1st 
IBC Report that detailed progress, cost, contractual, environmental 
and safety information were presented at meetings attended by all 
levels of project staff and stakeholders (including representatives 
of the Government); and 

(f) the Independent Experts reviewed the changes introduced by the 
Corporation to its reporting systems and processes since the delay 
to the completion of the project was announced, and believed there 
remained scope to introduce enhancements, as recommended 
below.  

125. The IBC accepted the recommendations made by the Independent 
Experts  and made a number of its own recommendations in the 2nd IBC 
Report. The Corporation has accepted the recommendations and has 
either implemented, or is in the course of implementing, the 
recommendations as set out further in Part V below. 

Independent Expert Panel Report of the Hong Kong Section of the 
Guangzhou-Shenzhen-Hong Kong Express Rail Link (“the IEP 
Report”) 

126. The Corporation has co-operated in full with the Independent Expert 
Panel set up by the Government in May 2014 (“IEP”) in preparing the 
IEP Report made public in January 2015. 

127. The Corporation has reviewed the IEP’s findings and recommendations 
in detail with the Independent Experts engaged by the IBC and has 
commented on the same to Government in so far as they concern the 
Corporation.  

128. Various enhancements to the Corporation’s systems and processes have 
already been implemented in light of the findings and recommendations 
contained in the 1st and 2nd IBC Reports, as explained in Part V below. 
The Corporation notes that the IEP (at paragraph 7.10 of the IEP 
Report) has endorsed the recommendations made by the IBC and the 
Independent Experts. 

129. The Corporation will continue to work with the Government so that, 
going forward, the IEP Report’s findings and recommendations are 
given due consideration in relation both to the project and other current 



  Part III(b) & IV(a) 

31 
 

and future projects entered into with the Government on an entrustment 
basis.  

 

IV. Whether the Government and the Corporation have deliberately covered 
up the project delay 
 
(a) Communication/reporting mechanism within the Corporation with 

regard to the progress of project  

130. It is important to stress that the Corporation has never intended to 
withhold material information concerning the state of progress of the 
project, in particular whether the XRL was on target to commence 
operations as scheduled, either from the Government, the Legislative 
Council or the public. 

131. The Corporation has in place various internal communication processes 
regarding the project. The objective of the processes is to ensure that 
the communication within and between the Corporation’s departments 
is as open and transparent as is possible and appropriate.  This is 
particularly important for a large and complex project such as the XRL, 
in which there are numerous interfacing contracts and areas of 
expertise, and large numbers of the Corporation’s personnel involved.  

132. A summary of the overall flow of progress reporting within the 
Corporation in relation to the project is indicated in the flowchart at 
Annex 3.  The flowchart shows the reporting process from section or 
department manager level up to the Corporation’s Board.  The 
flowchart indicates the levels at which particular written reports are 
prepared and reviewed to ensure that actions which need to be taken at 
a given level are filtered out and that progressive focusing on key 
executive matters occurs.   

133. In general, the Corporation considers that its internal reporting 
mechanisms operate effectively, but has recognised that there is room 
for improvement.  In light of the issues concerning the internal 
reporting of delay to the project which became apparent to the 
Corporation’s senior management in April 2014, the Corporation has 
acknowledged that improvements were required to enhance its internal 
communication processes concerning the project, in particular its 
reporting to the Corporation’s Executive Committee and Board. 
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134. In particular, in the 2 May 2014 Report, the Corporation acknowledged 
that: 

(a) the project team continued to communicate to the Board and the 
Government that the project was achievable by the end of 2015 in 
the face of overwhelming evidence from cumulative delays across 
a number of Third Party Contracts which indicated that this was 
not so achievable; and 

(b) the project team became overly confident about the effectiveness 
of mitigation measures in making up for project delays.  This 
confidence arose from having been able to recover some delays in 
the project, and past successful experience with other major 
railway projects. 

135. The IBC’s findings in the 1st IBC Report essentially confirm the matters 
acknowledged by the Corporation in the 2 May 2014 Report, whilst 
also (as mentioned in Part III(b) above) confirming that there was no 
attempt by the project team or the Corporation to cover-up or hide the 
delays in the various project contracts, and that the Corporation was 
transparent and accurate in its reporting of the project against 
programme and budget.  

136. As indicated in Part III(b) above, the IBC made a number of 
recommendations in the 1st and 2nd IBC Reports to enhance the 
Corporation’s internal reporting system regarding the project which 
have been, or are in the course of being, implemented. Further details 
are provided in Part V below. 

(b) Communication/reporting mechanism between the Corporation 
and the Government in respect of the progress of project  

137. The Corporation provides regular and detailed reporting to the 
Government concerning the project through progress and costs reports 
and meetings in accordance with the detailed framework established 
under the 2nd Entrustment Agreement and the Corporation’s PIMS. 

138. The Government closely monitors the implementation of the project 
through a number of channels, as described further below.  The RDO 
has a dedicated division tasked with overseeing the day-to-day planning 
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and implementation of the project.  The division includes a number of 
civil engineers. 

Project Supervision Committee (“PSC”) 

139. Pursuant to the terms of the 2nd Entrustment Agreement, the PSC is 
established by the Government to hold monthly meetings to review 
progress of the project and to monitor procurement activities, post-
tender award cost control and resolution of contractor claims. 
Representatives from the Corporation, RDO and the THB attend the 
meetings, which are chaired by the Director of Highways.  The PSC 
also serves as the decisive authority to steer any matters that would 
affect the progress of the project. 

140. The Corporation prepares and provides detailed reports and 
presentations for the meetings, including information on overall project 
progress, areas of concern and delay recovery/mitigation measures, and 
costs information and forecasts. RDO prepares minutes of the meetings. 

Project Coordination Meeting (“PCM”) 

141. The purpose of these monthly meetings is to discuss day-to-day 
technical and administrative issues for the project and to monitor 
various activities for its delivery. Representatives from the Corporation 
and RDO attend PCM meetings, which are chaired by an officer at 
Assistant Director level of the Highways Department. The Corporation 
prepares minutes of the meetings, which are provided to RDO. 

Contract Review Meeting (“CRM”) 

142. At these monthly meetings, the Corporation provides RDO with 
information on progress for major civil and electrical and mechanical 
works Third Party Contracts. Representatives from the Corporation and 
RDO attend these meetings, which are chaired by the Chief Engineer of 
the Highways Department. 

Project Control Group (“PCG”) 

143. The PCG is an internal working group within the Corporation chaired 
by the Projects Director and meets bi-weekly on the project.  The 
Corporation invites representatives from RDO to attend the meetings to 
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the extent that the meetings address concession projects (including 
XRL).   

144. Papers are submitted to the PCG generally seeking approval for 
proposals, or providing information for noting, connected to budget and 
cost control, tender, contractual change and programme issues.  For 
example, a paper may request agreement to implement delay recovery 
measures, grant an extension of time to a contractor or a change in 
design.  RDO provides comments on relevant papers and follow-up 
actions are agreed upon. The Corporation responds to RDO’s comments 
either at the meeting or in subsequent PCG meetings. 

145. The PCG also reviews monthly cost reports prepared in relation to the 
project prior to submission to the Corporation’s Executive Committee, 
which include detailed information on current expenditure, commitment 
to expenditure and forecast cost information for the project. Copies of 
the report are provided to RDO. 

146. Paragraph 3.55 of the 1st IBC Report found that: “Through 
participation in the PSC, PCG, PCM and CRM, members of the 
Government from the HyD, RDO and/or THB have been given full 
access to the documents that are circulated and discussed at these 
meetings including monthly progress reports, relevant presentations 
materials prepared by the Projects Division and relevant documents 
relating to other matters discussed at the meetings.” 

Projects Progress Meeting (“PPM”) 

147. These meetings are held monthly and are attended by relevant General, 
Project, Programming and Contracts Administration Managers of the 
Corporation, together with representatives from RDO.  The PPM is 
chaired by the Corporation’s General Manager for the XRL. 

148. The objectives of the PPM are to review and discuss project monthly 
progress reports prepared by the Corporation and the matters raised 
therein, to review the progress of the project against the agreed 
programme, and to identify and discuss the resolution of major issues 
arising accordingly. 

149. The monthly progress report for the project, also reviewed by the 
Projects Director, is prepared with input from all of the Corporation’s 
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site and headquarters teams.  Copies of the report are provided to RDO. 
This report covers relevant progress and project management aspects of 
each of the Third Party Contracts for the project.  

Ad hoc reporting to the Government 

150. The above reporting arrangements are supplemented by ad hoc 
presentations and regular informal reporting at various levels, in 
particular in relation to challenges on particular third party contracts or 
programme revision issues. 

Monitoring and verification by Jacobs  

151. Under the terms of the 2nd Entrustment Agreement, the Government 
have the right to appoint an external consultant to monitor and verify 
the Corporation’s compliance with the provisions of the 2nd Entrustment 
Agreement. Jacobs were accordingly appointed in this role by HyD. 

152. Amongst other responsibilities, Jacobs has: 

(a) conducted monthly site visits and site meetings (with RDO 
representatives) with supervisory staff of the Corporation to 
review progress of various Third Party Contracts; 

(b) prepared regular audit reports on key Third Party Contracts; 

(c) attended monthly CRMs and discussed issues of concern, in 
particular those with potential impact on project progress and 
programme; 

(d) engaged in frequent working level contact on site with members of 
the project team; and 

(e) attended PSC meetings. 

153. In the 2 May 2014 Report, the Corporation apologised for not providing 
the Government, the Legislative Council and the public with an updated 
assessment of the achievable completion date for the project until April 
2014.  

154. The Corporation has subsequently adopted a more open and transparent 
reporting system to ensure that Government, the Legislative Council 
and the public are kept fully informed about project developments such 
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as progress of works, delays encountered and proposed measures to 
address those delays. 

155. Further details of the changes made by the Corporation in its various 
reporting systems regarding the project are referred to in Part V below.  

(c) Communication/reporting mechanism between the Corporation 
and the Government in respect of the announcement of the project 
delay 

156. Detailed accounts of the events and communications which took place 
between the Corporation and the Government in the months leading up 
to the announcement of the project delay in April 2014 have been given 
by the Corporation in: 

(a) paragraph 52 of the 2 May 2014 Report; and 
 

(b) Part IV of the 1st IBC Report. 

157. Given my role and responsibilities at the time, I was not present, and 
accordingly do not have first-hand knowledge of events, at the meetings 
referred to in the accounts above, other than almost all of the Board and 
Executive Committee meetings, Audit Committee meetings and the 
July Presentation (as it is described in the 1st  IBC Report).  

158. Part IV of the 1st IBC Report contains a particularly detailed review 
prepared by the IBC following interviews with various senior 
executives of the Corporation and senior members of the project team, 
and consideration of various documents and information requested.  In 
the circumstances, I believe it is helpful to include and refer to the 
contents of the review (at Annex 4) in order to summarise the 
communications and reporting which took place during the relevant 
period to address this aspect of the Select Committee’s inquiry.  

(d) The timeliness and comprehensiveness of the information provided 
by the Government and the Corporation to the Legislative Council 
Panel Subcommittee on Matters Relating to Railways (“RSC”) on 
the project delay 

159. As agreed in the RSC meeting held on 16 April 2010, reports on 
progress and the financial situation of the construction of the project 
would be submitted at six-month intervals. Seven half-yearly reports 
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were respectively submitted to the RSC by THB during the period from 
January 2010 to June 2013. The Corporation prepared the first draft of 
these reports, which were then reviewed by RDO and THB prior to 
being submitted to the Legislative Council.  

160. After the announcement made by the Corporation in April 2014 
concerning the revised programme, the 2 May 2014 Report and a 
further paper containing supplemental information thereto were 
submitted to the RSC by the Corporation in addressing the programme 
revision, challenges on particular Third Party Contracts as well as the 
budget status up to March 2014.  

161. To enhance reporting to the RSC, the format of reports and frequency 
of reporting have subsequently been changed. Since May 2014, apart 
from the THB’s progress reports, the Corporation has separately 
submitted its own progress updates as an appendix to the THB’s report 
to the RSC. This arrangement has enabled the Corporation to provide 
more information on, among other things, the programmes and 
challenges of critical contracts from the technical point of view.  The 
completion rates of key contracts are also set out.  Since March 2015, 
the frequency of reporting has been increased from half-yearly to 
quarterly.  

162. The Corporation has been invited by the RSC to attend 13 meetings 
during the period between April 2010 and May 2015 in relation to the 
project. Senior management personnel, including the Projects Director, 
XRL General Managers and other key members of the project team, 
have represented the Corporation in updating RSC members concerning 
progress and other specified issues, such as safety management 
measures for XRL trains. The Corporation’s Chairman and Former 
CEO also attended meetings on 5 May 2014 and 19 May 2014 to 
address members’ concerns on the project programme revision in 
particular. 

163. Further information concerning the RSC meetings attended by the 
Corporation, progress reports and other papers submitted is contained at 
Annex 5. 
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V. Developments since the announcement of the project delay 
 

Project status 
 

164. The Corporation has enhanced the reporting format and increased the 
frequency of reporting to the RSC as mentioned at Part IV(d) above. As 
of 31 March 2015, the overall completion progress of the Project was 
68.7% compared with 56% as at 31 March 2014.  In the regular reports 
to the RSC provided by the Corporation, critical challenges currently 
faced on particular contracts have also been highlighted. 

165. The Corporation continues to review the estimated completion time and 
cost of the project and will update the Government accordingly. 

Implementation of the IBC and Independent Experts’ 
Recommendations 

 
166. The Corporation has responded quickly to the findings and 

recommendations contained in the 1st and 2nd IBC Reports published in 
July and October 2014 respectively. The following are among the 
recommendations and resulting enhancements made to the 
Corporation’s systems and processes for managing the project: 

1st IBC Report 
 

Review format and content of  project reports to the Corporation’s 
Board and Audit Committee  

167. The Corporation has reviewed the format and content of project reports 
to the Board, Audit Committee and Executive Committee. The 
Corporation has implemented enhanced reporting procedures to 
facilitate monitoring of project progress, programme and cost, and has 
issued a specific practice note to strengthen the process for reporting 
project and contract status using programme key performance 
indicators. 

Review the Corporation’s Executive Committee’s system of allocating 
accountability for actions and follow-up actions. 

168. The Executive Committee has reviewed its system as recommended, 
and a revised system is now in place. 
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Encourage a culture of healthy debate and constructive challenge 
within the Corporation. 

169. The Corporation has rolled out a series of  programs (called ‘Culture in 
Action’) targeted at all management grades to encourage speaking up 
and constructive debate.  The program also calls for enhancement in 
effectiveness, agility to change and teamwork. 

Establish a Capital Works Committee  

170. The Corporation’s Board established the Capital Works Committee 
(“CWC”) in August 2014. The CWC currently comprises six members 
who are Board directors, five of whom are independent non-executive 
directors. The Committee has responsibilities including: 

(a) monitoring the construction of the project and the Corporation’s 
management thereof; 

(b) reviewing the progress of the project from both a programme and 
cost perspective; and 

(c) reporting to the Board on a bi-monthly (and if the Committee 
deems appropriate ad hoc) basis, in respect of the above. 

Undertake reviews of the Corporation’s communications strategy and 
corporate relations planning 

171. The Corporation has reviewed its communications strategy and 
corporate relations planning and made enhancements.  

172. Other than communicating frequently with the local community directly 
impacted by the construction works, there are also enhanced 
communication with the general public through mass media, website 
and other channels on the challenges and progress of the project.  

173. As explained further in Part IV(d) above, the THB now provides reports 
(including enhanced information provided by the Corporation) to the 
RSC on a quarterly basis, rather than the half-yearly basis adopted prior 
to 2015.  
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2nd IBC Report  
 

Board oversight - enhanced reporting to CWC by the project team, in 
particular as to key reporting milestones and probability of achieving 
project targets. 

 
174. The schedule of key reporting milestones set out in Schedule 3 of the 

2nd IBC Report (as updated and endorsed by the Board) has been 
adopted and included in the monthly progress reports by the project 
team and the Project Director’s regular reports to the Board.  The IBC’s 
recommendations in terms of probabilistic reporting (Schedule 
Performance Index and Schedule Recovery Index) and adoption of 
enhanced traffic light warning criteria to show the likelihood of 
achieving project targets have also been included in the monthly 
progress reports by the project team and the Project Director’s regular 
reports to the Board. 

175. To strengthen its corporate governance further, the Corporation’s Board 
has established a Risk Committee (“RC”). The RC currently comprises 
seven members, five of whom are independent non-executive directors. 
The RC’s role is to monitor the Corporation’s risk profile and to review 
its top risks, enterprise risk management framework and effectiveness. 

Enhanced engagement by senior management with key project 
stakeholders and Government. 

176. Together with the Projects Director and the Corporation’s Chairman, I 
have established enhanced communication channels with the 
Government and senior management of key contractors, and regular 
communication is on-going.  

177. Regarding the co-location of the CIQ, the Corporation is providing  
information for Government’s discussion of the issue with its Mainland 
counterparts, with a view to implementing the co-location arrangements 
at WKT by the time the XRL is commissioned.  

178. The Corporation has since 2006 established an XRL Project Steering 
Group (“PSG”), currently chaired by the Operations Director. The PSG 
has, and remains, focused on all aspects of preparation for operational 
readiness of the XRL including liaison with relevant Mainland 
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authorities and with Government, and preparation of relevant operating 
agreements.  

Revaluation of project cost estimate and use of reference class 
forecasting. 

179. The Corporation has undertaken a revalidation of the cost to complete 
exercise which has been finalized progressively during Q2 2015. 
Reference  class forecasting has been used as a check and balance in 
relation to the estimation.  

Enhancements with regard to project auditing. 

180. The Corporation’s Internal Audit Department will be accountable for 
the auditing of project programme and cost in accordance with the 
IBC’s recommendations. 

181. A relationship has been established between the Audit Committee, 
CWC and RC to ensure adequate information sharing and appropriate 
oversight of the project between them.  

182. In addition, the Corporation is reviewing its PIMS to consider, in 
particular, introduction of further reporting enhancements to the CWC 
and Audit Committee. 

183. The Corporation considers that implementation of the IBC and 
Independent Experts’ recommendations as discussed above will 
enhance the Corporation’s ability to report on the progress and financial 
position of the project to the Government and other stakeholders, 
including the public, in a transparent manner as it has always intended. 
The Corporation remains committed to managing the project to a 
successful conclusion, minimising further delay and expenditure to the 
extent possible. 

 
Lincoln Leong Kwok-kuen 
Chief Executive Officer, MTR Corporation Limited 
29 June 2015 
 
This Statement has been prepared in English and Chinese language versions.  In the 
event of any inconsistency between them, the English language version shall prevail. 
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                          ANNEX 4 
 
               PART IV OF THE 1ST IBC REPORT – PROJECT HISTORY 
 
       References to CEO & PjD in Annex 4 are to the former CEO (Mr. Jay Walder) & former PjD (Mr. TC Chew) 
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LIST OF RSC MEETINGS ATTENDED AND REPORTS / PAPERS SUBMTTED 
 
 

  Date Agenda Item Attended by 
1. 16 Apr 2010 Mechanism of regular report on the 

construction of the Hong Kong section of 
the Guangzhou-Shenzhen-Hong Kong 
Express Rail Link 

TC Chew, PjD 
Paul Lo, GM–XRL  
Maggie So, Sr Mgr–P&P 

2. 6 Jul 2010 Progress report on the Hong Kong section 
of the Guangzhou-Shenzhen-Hong Kong 
Express Rail Link project 

TC Chew, PjD 
Paul Lo, GM–XRL 
Maggie So, Sr Mgr–P&P 

3. 20 Sep 2010  Hong Kong section of the Guangzhou-
Shenzhen-Hong Kong Express Rail Link 
project (Meeting with deputations/the 
Administration) 

Paul Lo, GM–XRL 
Albert Lam, CM– XRL 
Terminus 
Maggie So, Sr Mgr–P&P 

4. 20 May 2011 Progress and financial situation of the 
construction of the Hong Kong section of 
the Guangzhou-Shenzhen-Hong Kong 
Express Rail Link 

Paul Lo, GM–XRL 
Albert Lam, CM–XRL 
Terminus  
Maggie So, Sr Mgr–P&P 

5. 24 May 2013 Progress and financial situation of the 
construction of the Hong Kong Section of 
the Guangzhou-Shenzhen-Hong Kong 
Express Rail Link  

Antonio Choi, GM–XRL 
Simon Tang, GM–XRL 
Tunnels 
Maggie So, DGM–P&P 

6. 22 Nov 2013 Progress and financial situation of the 
construction of the Hong Kong Section of 
the Guangzhou-Shenzhen-Hong Kong 
Express Rail Link  

Antonio Choi, GM–XRL 
Alvin Luk, GM–XRL E&M 
Maggie So, DGM–P&P 

7. 
& 
8. 

5 May 2014 & 
19 May 2014 

Latest position of the construction of the 
Hong Kong section of the Guangzhou-
Shenzhen-Hong Kong Express Rail Link 

Raymond Ch’ien, Chairman 
Jay Walder, CEO 
TC Chew, PjD  
Antonio Choi, GM–XRL  
Mark Lomas, PM–XRL (P&C) 
Maggie So, DGM–P&P 

9. 4 Jul 2014 Safety management measures for trains of 
Guangzhou-Shenzhen-Hong Kong 
Express Rail Link 

TC Chew, PjD 
Jacob Kam, OD 
Alvin Luk, GM–XRL E&M 
CL Leung, Chief E&M Engr 
Maggie So, DGM–P&P 

10. 24 Nov 2014 
(attended but 
item not 
discussed) 

Progress update of the construction of the 
Hong Kong section of the Guangzhou-
Shenzhen-Hong Kong Express Rail Link 

Philco Wong, PjD 
Simon Tang, GM–XRL  
Maggie So, DGM–P&P 

11. 2 Jan 2015 Progress update of the construction of the 
Hong Kong section of the Guangzhou-
Shenzhen-Hong Kong Express Rail Link 

Philco Wong, PjD 
Simon Tang, GM–XRL 
Alvin Luk, GM–XRL E&M 
Maggie So, DGM–P&P 

12. 6 Mar 2015  Progress update of the construction of the 
Hong Kong section of the Guangzhou-
Shenzhen-Hong Kong Express Rail Link 

Philco Wong, PjD 
Simon Tang, GM–XRL 
Alvin Luk, GM–XRL E&M 
Maggie So, DGM–P&P 

13. 19 May 2015 Progress update of the construction of the 
Hong Kong section of the Guangzhou-
Shenzhen-Hong Kong Express Rail Link  

Philco Wong, PjD 
Simon Tang, GM–XRL 
Alvin Luk, GM–XRL E&M 
Maggie So, DGM–P&P 
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Progress reports submitted by THB 
1. July 2010 – 1st Half-yearly Report for the Period ending 30 Jun 2010 [LC Paper No. 

CB(1)2290/09-10(01)] 
2. Mar 2011 – 2nd Half-yearly Report for the Period ending 31 Dec 2010 [LC Paper No. 

CB(1)1585/10-11(07)] 
3. Sep 2011 – 3rd Half-yearly Report for the Period ending 30 Jun 2011 [LC Paper No. 

CB(1)3049/10-11(01)] 
4. Apr 2012 – 4th Half-yearly Report for the Period ending 31 Dec 2011 [LC Paper No. 

CB(1)1710/11-12(01)] 
5. Oct 2012 – 5th Half-yearly Report for the Period ending 30 Jun 2012 [LC Paper No.    

CB(1)24/12-13(02)] 
6. May 2013 – 6th Half-yearly Report for the Period ending 31 Dec 2012 [LC Paper No. 

CB(1)1108/12-13(01)] 
7. Oct 2013 – 7th Half-yearly Report for the Period ending 30 Jun 2013 [LC Paper No.    

CB(1)81/13-14(01)] 
 
Progress reports submitted by THB and MTR 
1. Nov 2014 – Half-yearly Report for the Period ending 30 September 2014 [LC Paper No. 

CB(1)260/14-15(04)] 
2. Mar 2015 – Quarterly Report for the Period ending 31 Dec 2014 [LC Paper No.        

CB(4)576/14-15(05)] 
3. May 2015 – Quarterly Report for the Period ending 31 Mar 2015 [LC Paper No.       

CB(4)954/14-15(07)] 
 
Papers submitted by MTR 
May 2014 - Construction and Commissioning of the Hong Kong Section of the Guangzhou-
Shenzhen-Hong Kong Express Rail Link [LC Paper No. CB(1)1354/13-14(01)] and       
Supplementary Information [LC Paper No. CB(1)1438/13-14(01)] 
 
MTR’s paper on XRL train submitted as Annex at THB & EMSD’s paper 
Jul 2014 – Safety Management Measures for Trains of Guangzhou-Shenzhen-Hong Kong        
Express Rail Link [LC Paper No. CB(1)1722/13-14(05)] 
 
Key: 

CEO = Chief Executive Officer 
Chief E&M Engr = Chief E&M Engineer 
CM– XRL Terminus = Construction Manager-XRL Terminus 
DGM–P&P = Deputy General Manager-Projects & Property Communications 
GM–XRL = General Manager-XRL 
GM–XRL E&M = General Manager-XRL E&M 
GM–XRL Tunnels = General Manager-XRL Tunnels 
OD = Operations Director 
PjD = Projects Director 
PM–XRL (P&C) = Project Manager-XRL Terminus (Planning & Controls) 
Sr Mgr–P&P = Senior Manager-Projects & Property Communications 
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