U 00 PWSC102/15-16(01)0 [ [

UEGTH/NIZREY
PR T RS T AR

2016 4 1 H 19 HE =
LR ER R R R R TR RS TRV REE I

58

e TENIEES(FE T Za8E | ){E 2016 4 1
ALOHZETgH E&ETwmERESEBBEEE(IHE 5
)RS TREAEEEE A e EM SR AR A IRES
H o RER B o

AE%S

2. #wmrFRE (TR ERER ) B&ER201651H19
HAE L AE LB/ N Z B BB 3 5 Y 9% SRR it
& -

TEAK I TEMAZRNEH

3. MBEEHARARAE(NE " EHRLE ) VBN E
o EEEHAY 650 [Tt E RN S F 7 HRE - A1E
BIEHREBEREGILAGVHEZ B G EHINER - R
BUF BB AT Nt > BRAEFEREEENHEE
A FEFUVEG LEEHZEBEN - E5H#FHETE
TAZMA > DIHE (R i R 1Y T2 & A B30 A gl ) BURF Y &= 5T
ZH > HI 650 (T - P TREER  RMAHANRSE 2 HE
FEABFEEOCFHEELENAE - ROEHEE - £2&
FE#ETREEY - AN IEE LRI R— -



R——NHYE -EEREIEARK ISR IRESHHE

BHEIINHEE X

> HIEHE

PSR

(EEApIN:ch b

i TS

T {5 A ] O B 0 R
Y8 TDRIES - Ry R 5E Rk
W TR 2 HR e IR E Mt &
FEM - BE

(@)

(b)

(©)

HEFF THEMR NS - TR
NS RIEEARR
SUAT Pk B st (st
FIERHEREE A - UK
dEFF L = K pR
> BIANEE M T /KTE
LR 44 F57 8 P 5 28 1AL
HERASC -

BH 233 {foo WiF
TR 6 8 H - BI R
14 (8T

KIETEEY
&5H

(a)

(b)

(©)

S7 AN R g P R Y Y R
Z

T 58 M oK 58 HY T
M~ BB R THE - DA
HORZ TAE  BRISIA
e HeF A2 2 B B AT &R
BB N KAYIEN - BA
e DR
KB THEHEE - H
H TR HIGEY ~ 8410
FH R MO N = 1 5
HIREAE ~ 4% A A T
A% ES P FE 2T R
R EHEEEA -

434 F

Sl

&1t

)

& 48 f8T




4. REYZRER - BEA B SRR LTS R E R R
BH 233/ HNERAFEKER &I EE LESY
Fit LEEYERK 180 H (&K 6 {HH ) > A lE TG SCHY
RGO R 14 BT - MRS EIHH R& A I
B SE TR AKIE > FEBE I —FL 34 BT
B AU IREKENER  BEINBERRNEN K
Preg TRERVE A - S8/ E FIAYREHG Ry 48 BT -

5. WMAREAMANEGAHREXMEBR L TESL &
Z Rz E (T T BN )ERTHRENRE LEE
EoE TENE &2 282 87T - BlEHR » £ 1% 58 B
= H AR $L T4y 932 8T (650 {8t +282 {F7T) -

6. R E 2 T CEE S #OE H o BUS R R B 58 5K D 71 B
NI DR T RAVZ & » LIRAER#E EAGH T RIS K
RIAAYA(E - 15 2 % TR B0 5 75 JLRE AR b R EF (0 By LK K
SRR EEANEANZEIRE  &Bit - e EEfE
i 0 DU VS L RE SR UE — AT HY K E B A & o B AR A R
A EA T R AN PO - AR o B M (55T
P & HRA DB 106 BT » 5990 » BUN AR R SR E IS
LT HEERWECHYHRRLE - HEBMET  REEEE
FTELEIT - & R ORE OR 58 Y A B S Ry T i 2
a4~ iR LT R~ BEEH T K 0 DR M R B B
A HB U FE S o BURF N R Bk 2 e K S5 A A 1L A & H AR
K ©

= BCH H B AR 3R

7. A 5 fJ B BB AL R F 12 B e R T 1075 G #ird
EHEHNHAZBE GO MM T ER XA (HERT
CB(4)394/15-16(01) 57 CB(4)333/15-16(02)) &z < £ 1 H #) 7 L
BN Z B GRXHMTER XA (XH &R
PWSC82/15-16(01)) iy i 4t » 1 R 952 % 20094 11 H $2 5§



B3 H /N & B Y S 4R 98 CB(1)503/09-10(02) o % A #Y
A2 g A B0 > gy A 20155 UG Y 588 80 (B a0 A 1 R AR E 4RE
WA R ER) o 0 R A B P R R R A 8 R R 3 (LS A
R R SRS A AR B N SRR R NS I BRER EE F) AT
MEEEHREE - Heffl LR ERFRRE S EATE &Y
HRy ] 170 #6055 e (5 (H Y ELRE K S 2w » DASOE B ST > [N
2R FE r= $30 P B Y IRy T T A R A B B2 B e AT B S R Y
#5900 (% T (PA4% T 37 R £ 2015 F Ay [E A8 5t 5) - 4878 A R [H]
R & Ry A% o GEE N BT (0] R O 1 A s M R H AR S #8050
FEEINAN > HHOEES R REREEZHAHRESRNE
488 A Y U ] R

8. Ho A 5k 20154 /e H M SR & B AT % AV B & R > B2
20094F T A5 — % - Bl 15 g Ay B2 B B 3 5 Ji A 2R I8 5 ey 51
EHAIR SR FE BN R EBERGVEEME - UREFE
B F ) - AREEREREIINRE -

R_-—HEHEER
H #y3t SR EE
(A7T)
2| 53-57
(& 1 o dIdR)
B 2L 153
(FEFT)
J& M 210
(EJIEE)

WR B R HARE EN R EE > #HESEEEHNE
B - ERNEERATTHE > BiEER - EERE - 8 1L
&~ SRR F o MR R 2 200949 O AT 7 /Y Bk > 1675
FEE RN ER - RTS8 H A E EAR > DIsF 5 E
H Ay 75 U 2 [B] % -



9. WHETRHYE > B DL B Al A Y S8 P9 R (] i R
i /e T ARV g o B MBS R fr P Y (S 5/ > R A R H
filn B2 K {E % DL BE 2 (L Y T 32 668 Rett g s gs o B 4 fie A T
HZEFS AL - Bl R SE T ~ JRD AR 2 B 2 g T RS 0T
VTR S

EE N R
BREE
B —NFE—H



URRes

(Translation)

Meeting of the Public Works Subcommittee of
the Legislative Council on 19 January 2016

Hong Kong Section of the
Guangzhou-Shenzhen-Hong Kong Express Rail Link

Opening remarks by the Secretary for Transport and Housing
Chairman,
Thank you for allowing me to say a few words first.

2. At the meetings on 23 December last year and 13 January last
week, there were Members requesting the Government to explain again
the outcome and costs which would be incurred if no additional funding
was approved for the Hong Kong Section of the
Guangzhou-Shenzhen-Hong Kong Express Rail Link (“XRL”) project by
the Finance Committee (“FC”) of the Legislative Council (“LegCo”)
before a certain deadline. Let me explain the matter briefly.

3. As pointed out in the paper (Paper No. CB(4)280/15-16(02)) and
supplementary information paper (Paper No. CB(4)333/15-16(02))
submitted by the Transport and Housing Bureau to the LegCo
Subcommittee on Matters relating to Railways, as well as in the papers
(Paper Nos. PWSC(2015-16)50 and PWSC(2015-16)51) submitted to the
Public Works Subcommittee in November and December 2015,
suspending or even terminating the XRL works contracts would incur
various additional expenditure items.

4, According to the information provided by the MTR Corporation
Limited (“MTRCL”), the Entrustment Cost of $65 billion for the XRL
project will be used up in July 2016. However, this does not mean that
we can wait till July to secure the approval for the additional funding.
This is because suspending or terminating the XRL works contracts will
also incur additional expenditure items. So long as we have not
obtained approval for the additional funding from the FC, the MTRCL,
as a responsible project manager, has to issue suspension notice on a
certain day in order to keep the final total cost (including suspension and
even termination costs) within the amount of Entrustment Cost provided
by the Government, i.e. $65 billion.



5. The Government and the MTRCL are closely monitoring the
situation of the project expenditure. Depending on progress, we may
need to consider by around the end of February 2016 whether the project
should be suspended. The MTRCL assessed that the suspension cost
would be about $0.233 billion per month. Under this scenario, part of
the funding originally allocated for the construction of the XRL will be
used to cover the suspension-related expenditure.

6. The XRL works contracts between the MTRCL and the
contractors allow for a suspension period of a maximum of 180 days
(about six months). If the works contracts are subsequently terminated
because the additional funding is not approved within the remaining term
of the LegCo, another lump-sum cost of about $3.4 billion will be
involved for the termination, including costs for settling previous claims
and protecting the works. The Monitoring and Verification (“M&V”)
Consultant engaged by the Highways Department is of the view that
MTRCL’s estimation is conservative. Should the works be suspended
or terminated, the contractors may well take a different view from that of
the MTRCL regarding their entitlements for the cost of works completed.
This may lead to a lot of disputes and consequently an even higher
additional cost.

7. In any case, suspending and terminating the XRL project
eventually will incur an additional cost of at least $4.8 billion in total, i.e.
$0.233 billion per month times 6 months (which is around $1.4 billion)
plus $3.4 billion.  Such an amount of not less than $4.8 billion will have
to be settled within the existing Entrustment Cost of $65 billion.

8. Upon termination of the contracts, the Government will have to
wait until the start of the term of the newly elected LegCo to apply for
the additional funding. By then, both the time and costs required to
complete the project will change.  First, it may take two to three years to
complete the retendering exercise and arrange new contractors to finish
the remaining works. During the interim, we still have to provide
minimum protection to the unfinished works.

9. Besides, the labour and material costs may rise by that time.
Moreover, due to increase in difficulty and risk for the new contractors to
work on the unfinished works, the returned tender price may likely be
much higher. Together with the additional costs for design review,
project management, insurance and maintenance of the existing works
during the waiting period, the M&V Consultant estimates that the
resumption cost until completion of the project will be as high as



$28.2 billion. In other words, the total cost for completing the whole
XRL project will amount to around $93.2 billion and the time of
completion will be further delayed. This will bring an enormous cost to
our society.

10.  The Government will definitely not suggest giving up the XRL
project and leaving it “unfinished”. This is because to do so will mean
that all the designs and unfinished works of the project will become
abortive. Under such circumstances, not only will the Entrustment Cost
of $65 billion be wasted, but the Government will also need to undertake
the necessary remedial works to ensure safety and to rationalise the road
traffic arrangements. Examples of such works include most of the civil
and structural works at the West Kowloon Terminus (“WKT?”) (including
the excavation works and construction of structural columns, slabs and
the rooftop) and the permanent road network around WKT. The M&V
Consultant estimates that the cost for completing these essential works
will be no less than $10.6 billion. Together with the Entrustment Cost
of $65 billion wasted, the total cost will be at least about $75.6 billion.
This amount has not included the cost for maintaining these works until
there is a new plan for their use. A rough estimate of such maintenance
cost is $0.1 billion per year.

11.  The additional costs incurred will still require funding approval by
the LegCo. Therefore, the actual situation we are facing is that it is not
just a question of letting the $65 billion go into waste and “quit”.  1f we
leave the project unfinished, then in addition to the loss incurred by the
project cost, the expected benefits from adjoining developments, as well
as benefits which XRL can bring to Hong Kong’s external connectivity,
economy and the community as a whole will also be lost.

12.  Chairman, we understand the community is concerned with the
cost overrun and delay of the XRL project. The Government reserves
its right under law and contract to pursue the culpability of the MTRCL
as the project manager. We should not turn a blind eye to the
consequences and suspend and terminate the project or even leave it
unfinished just because we are not satisfied with the cost overrun and the
performance of the MTRCL (or even the Government).

13.  The Government’s aim is to implement the co-location of customs,
immigration and quarantine (“CIQ”) facilities (“co-location
arrangement”) upon the commissioning of the XRL. Compared with
the separate-location model, the co-location arrangement can greatly
facilitate C1Q clearance and increase patronage, thereby realising the full



potential of the XRL. Some Members are concerned about whether the
co-location arrangement is achievable for the XRL. The Government
has reiterated on a number of occasions that the implementation of the
co-location arrangement will be in full compliance with the Basic Law
and the “one country, two systems” principle. There will not be any
distortion of the Basic Law, nor will the rule of law be prejudiced. We
will not compromise the “one country, two systems” principle in
exchange for economic benefits. The Government is still discussing
possible options with the Mainland authorities. In any case, the specific
Implementation details of the co-location arrangement will require
community consensus, so there is no need to make groundless
conjectures for the time being.

14. The Government urges Members to consider the co-location
arrangement and the application for additional funding for the XRL
separately, so that the project will not have to be suspended or left
unfinished.

15.  Thank you, Chairman.





