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LAYING OF PAPERS ON THE TABLE OF THE COUNCIL

The following papers were laid on the table under Rule 21(2) of the Rules of
Procedure:

Subsidiary Legislation Legal Notice No.
Land Registration Fees (Amendment) Regulation 2025
79 of 2025
Other Papers
Gifted Education Fund
Financial Statements for the year ended 31 August 2024 (including Report

of the Director of Audit)

The Government Minute in response to the Report of the Public Accounts
Committee No. 83 of February 2025

Report of the Bills Committee on Stablecoins Bill

Report of the Bills Committee on Private Columbaria (Amendment) Bill
2024

Report of the Bills Committee on Merchant Shipping (Safe and
Environmentally Sound Recycling of Ships) Bill

ADDRESS

PRESIDENT (in Cantonese): Address. The Chief Secretary for Administration

will address the Council on “The Government Minute in response to Report No. 83
of the Public Accounts Committee”.
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The Government Minute in response to the Report of the Public Accounts
Committee No. 83 of February 2025

CHIEF SECRETARY FOR ADMINISTRATION (in Cantonese): Thank you,
President. Laid on the table today is the Government Minute (“GM”) responding
to Report No. 83 of the Public Accounts Committee (“PAC™) presented to the
Legislative Council (“LegCo”) on 19 February 2025.

| welcome the Report of PAC and am grateful for the time and efforts
devoted by the Chairman of PAC, Mr SHIU Ka-fai, and members of PAC. The
Government accepts PAC’s various recommendations and sets out in detail in GM
the specific responses of the relevant bureaux and departments (“B/Ds”). PAC
conducted public hearings on the chapters on “Nano and Advanced Materials
Institute” and “Tuen Mun—Chek Lap Kok Link”. I would like to highlight the
key follow-up measures taken and progress made by the Government and relevant
organizations in response to PAC’s recommendations.

Nano and Advanced Materials Institute

First, the Nano and Advanced Materials Institute (“NAMI”). Regarding
project management, NAMI would set both ambitious and feasible targets in
comprehensive consideration of factors such as economic environment, market
demand, NAMI’s technological development, business development plans and
human resources. To improve patent management, NAMI will conduct regular
market demand analyses, strengthen cooperation with universities, research
institutes and enterprises, enhance market promotion and brand building. To
improve the level of laboratory safety management, NAMI has enhanced the
inspection procedures and requirements. For any non-compliance identified,
remedial actions or improvement measures must be documented by staff of NAMI
in detail and submitted to Research and Development (“R&D”) Director and Chief
Technology Officer for endorsement.

The Innovation and Technology Commission (“ITC”) would continue to
encourage NAMI to liaise with the industry to explore room of cooperation, as well
as promote wider participation from the industry in R&D. On the other hand,
NAMI would also endeavour to transfer technology to the industry, promote
commercialization of project deliverables, etc., convincing the industry with actual
results that the applied R&D work of NAMI can help address enterprises’ pain
points as well as improve their productivity and competitiveness. ITC raised the
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target “Level of Industry and Other Income” to 40% in 2024-2025, and would
explore the possibility of further raising the target to 50% in the long run with a
view to further encouraging R&D Centres to strengthen cooperation with the
industry.

ITC agreed that there was room for improvement in NAMI’s relevant
guidelines in business travel arrangements, claims for subsistence allowances and
entertainment expenses. NAMI revised the guidelines in the fourth quarter of
2024, which clearly set out the corresponding approval mechanism and
arrangements for staff at all levels; optimized the approval procedures for
modification of business travel arrangement due to personal reasons/overspending
of subsistence allowances and entertainment expenses; specified the NAMI staff to
guest ratio for entertainments, and so on. The new guidelines stipulate that all
subsistence allowances and entertainment expenses involving the Chief Executive
Officer must be approved by the Chairperson of the Board. The new guidelines
also clearly state that employees should avoid modifying the itinerary of business
trips due to personal reasons and need to bear the additional costs involved.

ITC has implemented a series of control measures for R&D projects funded
by the Innovation and Technology Fund, including: (i) assessing whether the
estimates of expenditure set out in the project proposals are reasonable and meet
the actual R&D needs when reviewing NAMI’s applications; (ii) requiring NAMI
to submit progress/final reports and audited accounts for launched projects to
facilitate assessment on project deliverables and spending; and (iii) requiring
NAMI to return all unspent funds to the Government upon project completion.
ITC will continue to follow the principle of prudent financial management and
control the operating expenditure of the R&D Centres in order to ensure the proper
use of public money in fostering innovation and technology.

Tuen Mun—Chek Lap Kok Link

As regards the Tuen Mun—Chek Lap Kok Link (“TM-CLKL”) project, it
comprises eight inter-related works contracts and the scale of works is large and
complex. On the supervision of consultants of public works projects, the
Development Bureau (“DEVB”) will reflect the consultants’ performance in their
quarterly performance assessment reports at various implementation stages of
public works projects in order to take appropriate regulatory actions when
necessary, including suspending the consultant’s eligibility to tender or removing
the consultant from the list of consultants. Besides, the consultancy agreement
for public works projects has clearly stipulated that the consultants shall indemnify
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the Government for any claims, damages, losses or expenses arising from their
professional negligence in their performance of duties or provision of services to
protect the Government’s interests. DEVB will continue to review the
performance evaluation system for consultants and, where necessary, introduce
enhancement measures to prompt consultants to improve their service
performance.

Regarding the tender evaluation mechanism, the past performance scores of
public works consultants and contractors currently account for 20% to 40% of their
technical scores in future tenders, which has considerable impact on their chances
of winning future tenders. In addition, DEVB has already established a
mechanism to deal with public works consultants and contractors who seriously
violate regulations or whose performance is extremely unsatisfactory, including
suspending their eligibility to tender or removing their names from the relevant
approved lists of consultants and contractors. DEVB believes that the relevant
measures can effectively drive consultants and contractors to improve their service
quality so as not to affect their chances of winning tenders in the future.

Regarding the management of works contracts, works departments have
made more extensive use of the “New Engineering Contract” form in public works
contracts in accordance with the prevailing guidelines issued by DEVB. “New
Engineering Contract” introduces an early warning mechanism to encourage the
client’s representatives and contractors to identify and raise potential risks that may
affect the project at an early stage, and to jointly negotiate and work out the best
solution to facilitate the smooth implementation of the project according to the
prescribed framework and time frames in the contract in the event of any
difficulties or problems encountered during construction. On the other hand, the
Highways Department has now adopted Building Information Modelling
technology and relevant software in the early planning and design stages of the
projects to enhance the accuracy of quantity surveying, and is actively exploring
the use of new technologies for site investigation, such as geophysical survey
technology, to better ascertain the geological conditions and estimate the associated
project costs.

Regarding the management, operation, and maintenance of the Tuen
Mun-Chek Lap Kok Tunnel, the Transport Department (“TD”) will continuously
review and assess the staff manning of the tunnel operator, and will timely require
the operator to adjust its human resources plan to ensure that manning at all levels
meets the requirements of the management agreement. At the same time, TD will
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continuously review and, as necessary, refine the criteria for evaluating the overall
performance of the operator and the process for preparing quarterly reports to
ensure that assessments are completed on time. It will also work with the
Electrical and Mechanical Services Department to improve the use of heavy
recovery vehicles in the tunnel as mentioned in the report. Furthermore, TD will
continue to explore the application of new technologies to assist the operator in
identifying out-of-gauge vehicles, with a view to enhancing traffic safety and
management efficiency.

For the traffic management of TM-CLKL and the relevant road sections in
Tuen Mun, TD will actively and continuously keep under review the traffic
conditions in the area and will implement appropriate and effective traffic
management measures in a timely manner.

We understand that the Audit Commission and PAC are concerned that
surplus in the provisions for price adjustments in some of the works contracts had
to be deployed to cover additional costs incurred due to unforeseen circumstances
under the TM-CLKL project, and have urged works departments of the
Government to adhere to the resource allocation originally planned in works
projects during their implementation. DEVB and the Financial Services and the
Treasury Bureau (“FSTB”) are reviewing the current mechanism for utilizing
resources for public works projects, including areas for optimization in contingency
expenses and price adjustment provisions. DEVB and FSTB also plan to
strengthen the existing supervisory mechanism and regularly report to LegCo on
the use of provisions for price adjustments in public works projects, so as to further
ensure the proper use of resources and to enhance the transparency of resource
utilization and allocation. In addition, the Government has widely adopted
parallel tendering arrangement to increase the accuracy of approved project
estimates for public works projects. We are confident that the actual total
expenditure of this project will remain within the total approved estimate of about
$46.7 billion and there will be no cost overrun for the whole project.

President, 1 would like to thank PAC again for its efforts and suggestions.
B/Ds concerned will strictly adhere to their responses and implement various

improvement measures as set out in GM with full efforts.

Thank you, President.
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ORAL ANSWERS TO QUESTIONS

PRESIDENT (in Cantonese): Questions. First question.

Combating the offence of shopfront extension

1. IR DR LO WAI-KWOK (in Cantonese): President, in 2023, the fixed
penalty for the offence of shopfront extension was increased to $6,000. However,
some members of the public have reflected that law enforcement officers have not
issued fixed penalty notices (““FPNs”) in accordance with the Fixed Penalty
(Public Cleanliness and Obstruction) Ordinance when enforcing the law, but have
instead instituted prosecution by way of summons under the Summary Offences
Ordinance. If a defendant pleads guilty by letter and the court accepts the plea,
the fine imposed under the Magistrates Ordinance will not exceed $2,000. In this
connection, will the Government inform this Council:

(1) of the respective numbers of FPNs and summonses issued by the
Government for the aforesaid offence since the increase in the fixed
penalty, along with the respective amounts of fines involved; the
respective numbers of first-time and repeated offenders among these
cases, how many times each repeated offender has committed the
offence, and the amount of fines imposed on each occasion; the
number of convicted persons sentenced to a fine of $6,000 or more, or
to imprisonment, and the fines and terms of imprisonment imposed;

(2)  whether it has regularly reviewed the criteria for issuing FPNs and
summonses by law enforcement officers, including how discretionary
powers are exercised; if so, of the details; if not, the reasons for that;
and

(3) whether it has studied ways to ensure proportionality between
penalties and offences, as well as consistency in sentencing in the
course of the enforcement and adjudication of the aforesaid offence,
and further explored the possibility of increasing the penalty to
enhance its deterrent effect, including the introduction of progressive
fixed penalty; if so, of the details; if not, the reasons for that?
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SECRETARY FOR ENVIRONMENT AND ECOLOGY (in Cantonese):
President, shopfront extension not only affects road access and environmental
hygiene, it also causes nuisance to pedestrians and traffic. It is one of the
environmental hygiene and street management issues of major concern to the
public. At present, if the Food and Environmental Hygiene Department
(“FEHD™) found shopfront extension situation during inspections, the offenders
would be issued with fixed penalty notices (“FPNs™) in accordance to the Fixed
Penalty (Public Cleanliness and Obstruction) Ordinance (Cap. 570), or prosecuted
for “obstruction of public places” under the Summary Offences Ordinance
(Cap. 228).

To more effectively sustain environment cleanliness, we have conducted a
comprehensive review on environmental hygiene-related legislations and put
forward relevant amendments. At the end of 2023, the fixed penalty level for
shopfront extension, among other offences, was increased from $1,500 to $6,000;
and the maximum fines which may be imposed by the Court was raised from
Level 2 ($5,000) to Level 4 ($25,000). If shops made repeated violation within a
short period, FEHD can issue multiple FPNs to further increase the cost of
non-compliance. After the new penalty has taken effect for a year, the number of
FPNs issued against shopfront extensions was 90% less than that in the previous
year. At the end of 2024, we further introduced the second-stage legislative
amendments to enhance enforcement effectiveness and efficiency, including to
introduce new clauses on shopfront extension under the Public Health and
Municipal Services Ordinance (Cap. 132), allowing FEHD to require shops to
remove obstructing articles without requiring police presence, and in cases where
no owners of the articles have come forward, the department to remove the articles.
The second-stage legislative amendments were passed by the Legislative Council
after its Third Reading on 8 May this year and will take effect on 17 August.

My responses to the question raised by Ir Dr LO Wai-kwok are as follows:

(1) We increased the fixed penalty levels and maximum penalty that the
Court may impose for “obstruction of public places” in 2023.  Since
the new penalty level took effect until 31 March this year, FEHD
issued 1593 FPNs of $6,000 each against retail shops causing
“obstruction of public places”. FEHD does not maintain a record of
individuals receiving multiple FPNs. During the same period,
FEHD issued summonses to 29 offenders involving 36 prosecutions,
of which 32 cases have been concluded with convictions. The fines
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(2)

©)

range from $300 to $6,500, with five cases of $6,000 fine or above.
Among the 29 offenders, 4 had committed violations for two to five
times, with fines ranging from $500 to $6,500.

In general, enforcement by FPNs is targeted at cases which are simple,
straightforward, clear-cut and capable of being easily established,
such as when shop operators were caught red-handed and admit to
illegal shopfront extension. Where a case is contentious, more
serious or complicated, they would be prosecuted by issuing
summonses, such as when shops causing obstruction are also
suspected of deploying staff to conduct illegal hawking activities on
the street outside the shop, thus involving also illegal hawking
offences; or involving repeated offenders. Sometimes enforcement
officers cannot easily identify the offenders of shopfront extension
on-site and need further investigation and some cases also require
police assistance, such as when offenders refuse to show identification
documents or assault enforcement officers. Some people also
obstruct and impede officers in the discharge of their duties in a
deliberately abusive manner. In these situations, enforcement
officers will issue summonses or even make arrests, and refer the cases
to the Court for judgment according to evidence.

FEHD has extensive experience in handling shopfront extension cases
and has established guidelines and provided training for frontline
staff.  Frontline staff will, according to the guidelines, make
prosecution decisions based on the actual circumstances and specific
evidence of each case, and report to supervisors according to
guidelines. Currently, 98% of shopfront extension by retail shops
are handled by issuing FPNs.

| have personally reviewed all the 36 summon cases. Among them,
31 cases involved more than one offence requiring handling by
summonses, three cases involved disputes requiring police assistance,
one involved a repeat offender who had previously received 18 FPNs
and another involved serious large-scale obstruction.  All these cases
complied with the enforcement guidelines.

During the first-stage legislative review, considering that the number
of FPNs issued for “obstruction of public places” nearly doubled from
2019 to 2021, from about 7 600 to nearly 14 900, and the number of
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complaints increased from about 15 000 to over 23 500 during the
same period, we increased the penalty levels to strengthen deterrent
effect. As mentioned earlier, since the new penalty levels took effect
at the end of 2023, there has been notable improvement in shopfront
extension situations with visible results.

In light of this, when taking forward the second-stage legislative
amendments, we considered that there is, at this stage, no need to
introduce a progressive penalty system. We can first observe the
overall effect of the legislative amendments in deterring shopfront
extension. If necessary, we can further review whether to introduce
progressive penalty system or further increase the maximum penalties
that courts can impose in the future.

As regards the penalties imposed for cases prosecuted by summons,
the Court makes judgment according to circumstances of individual
cases. Prosecution officers will provide necessary information to the
Court, including case details, conviction records of offenders and
relevant case statistics. To better assist the Court in making
judgments, FEHD will explore with the Department of Justice (“DoJ”)
whether there is room for improvement in how the prosecution
presents cases and provides information. In addition, if the penalty
of an individual case is clearly too lenient, the Government will seek
the Court’s review through DoJ. Thank you, President.

IR DR LO WAI-KWOK (in Cantonese): President, the Secretary said in the main
reply that after the introduction of the new fixed penalty of $6,000, FEHD had
issued a total of 1 593 FPNs of $6,000 each as at 31 March, as well as issued
summonses to 29 offenders involving 36 prosecutions, of which 32 cases had been
concluded with convictions. The fines ranged from $300 to $6,500, with five
cases of $6,000 fine or above, so the fines of 27 cases were less than the fixed
penalty level of $6,000. The figures show that there are cases where the level of
fines involving the issue of summonses is lower than the fixed penalty level. The
Secretary has also pointed out that the Government would seek the Court’s review
through DoJ if the penalty of an individual case is clearly too lenient.

President, may | ask the Secretary, among the aforesaid 32 cases which have
been concluded with convictions and with fines imposed, whether there is any case
for which the Government intends to seek a review because the penalty is too
lenient?
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SECRETARY FOR ENVIRONMENT AND ECOLOGY (in Cantonese): We
would like to thank Ir Dr LO for the supplementary question. The purpose of our
fixed penalty and enforcement strategy is to improve the situation of shopfront
extension. As | have mentioned in my main reply, we have seen notable
improvement in shopfront extension situations after the increase in fines. Apart
from that, the numbers of summonses and FPNs issued have dropped significantly.
The number of FPNs issued, among others, is only about 10% of the previous
figure, representing a 90% reduction and reflecting the apparent results achieved
by our current practice in improving shopfront extension situations.

| believe that Members are concerned that the fines for summonses may be
lower than the fixed penalty level. As | have just explained, in many cases we
have to issue summonses as it may not be possible to handle the situation by way
of fixed penalty. Of course, given the differences in penalty levels, concern may
arise as to whether our colleagues have abused their power seemingly for the
benefits of some people. However, | have reviewed all the summon cases and
found that all of them have met the criteria for issuing summonses, and there is
neither abuse nor lack of clarity on the part of our colleagues.

Another possible issue of the Honourable Member’s concern is whether we
should consider narrowing the gap between the fines for summonses and the fixed
penalty level. In this regard, we are working in a number of directions. Firstly,
as | have mentioned earlier, we may consider appealing against the exceedingly
low level of fines meted out. In this connection, FEHD has lodged an appeal
against a lenient sentence handed down by the Court in a case where the defendant
Is a repeat offender, and the appeal is still being processed. We will decide
whether to lodge an appeal for other similar cases depending on the outcome of
that case.

Secondly, we will also discuss with DoJ on how to provide the Court with
more information on the details, background and impact of a case, so that the
sentences imposed by the Court can better reflect the seriousness of the case.

Thirdly, we note that when a summons is issued under the Summary
Offences Ordinance, the defendant may choose to plead guilty in writing instead
of appearing in court, but this may not fully reflect the seriousness of the case.
Therefore, we have recently amended Cap. 132 to incorporate the relevant
provisions on shopfront extension. The new provisions will take effect on
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17 August.  Any future summonses will be issued under Cap. 132, and the
defendant will be required to appear in court to make a plea. Under the
circumstance, the defendants will be required to appear in court, which will greatly
increase their costs, especially the time cost, as they will not be able to do business
atthe sametime. We believe that this will help reduce the occurrence of shopfront
extension by increasing the deterrent effect. Thank you, President.

MR SHIU KA-FAI (in Cantonese): After the passage of the new legislative
amendments, as the Secretary has mentioned just now, the fixed penalty of $6,000
was imposed in about 98% of the cases, and the remaining 2% of the cases were
heard by the Court. In the judgments, the fines imposed have ranged from $300
to $6,500, reflecting the fact that the cases may involve a need to weigh the merits,
and the judges concerned have given their consideration for different cases. In
particular, it should be noted that with the increased penalties, the occurrence of
related violations has reduced by 90%, and the number of complaints from the
public has been minimal.

On the contrary, retailers and traders are now encountering huge difficulties
in their operations. Given the significant improvement made to the problem in
question, will the Secretary consider relaxing the loading and unloading
restrictions for the delivery of goods?  Will the Secretary even relax the
restrictions on hawking on the premise of not affecting the neighbourhood so as to
improve the business environment for the retail sector?

SECRETARY FOR ENVIRONMENT AND ECOLOGY (in Cantonese):
President, | am very grateful to Mr SHIU for the supplementary question. On this
issue, we have exchanged views many times. | would like to reiterate that the
Government’s aim is only to improve the shopfront extension situations. We also
share the same goal as to how to facilitate business or ensure that normal business
operations will not be affected. | can reassure Mr SHIU that frontline colleagues
of FEHD will handle cases involving loading and unloading of goods on the street
in a reasonable manner, and that they will not enforce the law mechanically
whenever they come across such cases on the street. Mr SHIU can rest assured
that FEHD colleagues will enforce the law reasonably.
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MR YANG WING-KIT (in Cantonese): Thank you, President. Regarding
shopfront extension, the Government has achieved immediate results since the
first-stage legislative amendments to increase the fixed penalty level to $6,000.
The number of public complaints received by FEHD has dropped significantly by
30%, the number of FPNs issued has dropped by 90%, and the amount of goods
seized from law enforcement operations has dropped by 60%, showing a notable
overall improvement in shopfront extension situations.

The Bill just passed allows FEHD to take enforcement actions against
shopfront extension based on the images captured by video cameras. | would like
to ask the Secretary whether more resources will be allocated to install
closed-circuit televisions (CCTV) at shopfront extension blackspots, or whether the
Mainland’s system for monitoring shopfront extension will be introduced in
parallel with the law enforcement efforts after the current-stage legislation has
come into effect. If there are still repeat offenders afterwards, | agree with the
Secretary’s remark that a progressive penalty system can be considered. Thank
you, President.

SECRETARY FOR ENVIRONMENT AND ECOLOGY (in Cantonese):
President, | would like to thank Mr YANG for the supplementary question. How
should we make use of technology and electronic means to enhance the efficiency
of law enforcement, reduce manpower and protect the safety of frontline staff more
effectively? We will vigorously promote the application of new technology and
electronic means in these three aspects.

As for Mr YANG’s question on whether we would expand the use of video
cameras at shopfront extension blackspots, we do have such a plan. As | have
explained here, we will expand the use of video cameras in the next stage, with an
initial target of doubling the number of cameras. We will then observe the
effectiveness of the plan.

On the other hand, we will arrange portable video-recording systems for
frontline staff. \We note how effective it has been in hawker control to help reduce
disputes and protect the safety of frontline staff at work, so we are exploring if it
can also be used to tackle shopfront extension.
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At the same time, | have also asked FEHD staff to continue to explore if
there are newer and better technologies that can help enhance work efficiency,
reduce manpower and protect the safety of frontline staff. FEHD will continue to
work hard in this regard. Thank you, President.

MR STEVEN HO (in Cantonese): Thank you, President. After the amended
legislation has come into effect to increase the fixed penalty level, shopfront
extension situations have indeed improved, but the relevant figures are worrying:
the fixed penalty of $6,000 has been imposed in more than 1 500 cases; but among
the 36 prosecutions, only 32 cases have been concluded, with fines ranging from
$300 to $6,500, or less than $6,000 (i.e. the fixed penalty level) in 29 cases
specifically. It is also stated in the main reply that among those 29 cases, four
offenders have committed violations for more than once (i.e. two to five times), with
fines ranging from $500 to $6,500 only.

| do not care whether the Government will seek a review of those 29 cases,
but I am concerned whether such figures will serve as a ““reminder’” to those who
have already engaged in illegal shopfront extension (i.e., the 1 500 or so aforesaid
cases) that they can continue to do so.  Will they be *““encouraged” to create more
controversial cases or even expand the scale of their shopfront extension? All
they stand to lose is a fine of $500 and a little time cost when their case is brought
to the Court, but it is a wastage of the Court’s time.

Therefore, will the Government consider discussing with the Court or DoJ
to provide the Court with more information, particularly those cases involving the
imposition of a fixed penalty of $6,000 just for placing one basket of vegetables on
the street, so as to reduce the number of appeals or review cases and to prevent
people from attempting to take advantage of the loopholes in the law? Thank you,
President.

SECRETARY FOR ENVIRONMENT AND ECOLOGY (in Cantonese):
President, | thank Mr HO for the supplementary question. Hong Kong’s courts
enjoy constitutional protection under the framework of the Basic Law, including
independent judicial power and the power of final adjudication, and they can
exercise judicial power independently free from any interference. Therefore, how
should the Government communicate with the courts on this matter? | think we
must be very careful.
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As | have said earlier, we will tackle this problem on several fronts.  Firstly,
with the legislative amendments, defendants will be required to appear in court for
the summonses to be issued, and there will no longer be the option of a written
plea. We believe that this will increase the cost to be incurred on the offenders.

Secondly, we have discussed with DoJ to look into ways to reflect the
background and seriousness of a case more fully as well as the intended objectives
of increasing the fine level in the information submitted to the Court. It is hoped
that such communication will enable the Court to impose sentences more
accurately.

Thirdly, we will take the initiative to appeal against sentences which we
consider to be clearly too lenient. We hope that such cases will serve as
precedents to help the Court impose sentences more accurately in the future.

PRESIDENT (in Cantonese): Mr Steven HO, which part of your supplementary
question has not been answered?

MR STEVEN HO (in Cantonese): When the Secretary submits information to the
Court, he must also inform the Court the minimum level of fine and make it clear
to the Court that the problem lies not in the seriousness of the case, but in the fact
that $6,000 is the minimum level of fine.

PRESIDENT (in Cantonese): Secretary, do you have anything to add?

SECRETARY FOR ENVIRONMENT AND ECOLOGY (in Cantonese): As |
have pointed out earlier, we will discuss with DoJ on how to provide such
information in better ways for the Court’s consideration.

PRESIDENT (in Cantonese): Second question.
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Regulation of private healthcare facilities

2. PROF CHAN WING-KWONG (in Cantonese): President, it has been
reported that earlier on, a private healthcare facility (““PHF’’) providing
vaccination and health check-up services was suspected to have closed down,
resulting in customers who have purchased prepaid services not being able to use
such services, and no refund has been arranged for them. In this connection, will
the Government inform this Council:

(1) whether it knows the current number of private facilities providing
healthcare-related services and, among them, the number of those
which have obtained PHF licences;

(2) of the number of complaints received by the Government in the past
three years involving private facilities providing healthcare-related
services, as well as the main contents of and the follow-up actions
taken on such complaints; and

(3) as it has been reported that the Government has set up an
inter-departmental task force to follow up the aforesaid incident of
suspected closure of a PHF, and the Chief Executive has also
indicated that he would review the existing regulation of PHFs, of the
specific details of the Government’s work in respect of the review
concerned, as well as the measures in place to step up regulation, so
as to further protect the rights and interests of consumers?

SECRETARY FOR HEALTH (in Cantonese): President, upon consultation with
the Security Bureau (“SB”) and the Commerce and Economic Development
Bureau (“CEDB”), the Health Bureau provides a consolidated reply to the question
raised by Prof CHAN as follows.

Regarding the closure incident of a private healthcare facility (“PHF”), the
recent suspected sudden closure of a company providing medical-related services
(including vaccination and health check-up services) has impacted many
individuals who have purchased prepaid services. In response, the Government
has set up an inter-departmental dedicated team on 2 May 2025, to ensure that
relevant cases are handled as soon as possible and members of the public involved
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are provided with assistance. The inter-departmental dedicated team comprises
representatives from SB, CEDB, the Hong Kong Customs and Excise Department
(“Customs™), the Hong Kong Police Force (“Police”), the Department of Health
(“DH”) and the Consumer Council.

Customs and the Police have been carrying out investigations into the
incident under the Trade Descriptions Ordinance (Cap. 362) (“TDO™), and to find
out if other criminal offences are involved. On 7 May, Customs arrested a
director and a company secretary of the company concerned. They allegedly
wrongly accepted payments as their commercial practices in the course of selling
services, which is suspected to be in contravention of TDO. Law enforcement
agencies will continue to arrange for those who have made a report to give
statements, with a view to gathering evidence for taking appropriate enforcement
actions. The Consumer Council will also continue its attempt to contact the
company concerned in order to handle the complaints by means of conciliation.

To ensure that affected individuals could receive proper medical support,
DH has set up a designated telephone hotline, email and instant messenger channels
for receiving enquiries from locals and non-locals for free, as well as providing
health information, in particular vaccination-related advice, and assisting parents
in arranging for their children to receive vaccinations under the Hong Kong
Childhood Immunisation Programme at the Maternal and Child Health Centres.
Eligible children (mainly Hong Kong residents) are entitled to free vaccinations
while non-eligible children will need to pay standard fees. Enquirers can also ask
for information on how to receive other vaccines. The Primary Healthcare
Commission (“PHC Commission”) has already engaged with family doctors and
healthcare facilities to ascertain that there is a stable supply of relevant vaccines in
the private sector, and has reminded family doctors listed in the Primary Care
Directory (“PCD”) to update their practice information. PHC Commission also
enhanced the search function of PCD to facilitate citizens in seeking medical
consultation.  After learning that the company concerned had used the laboratory
services of a private hospital, DH also took the initiative to contact the private
hospital and offered assistance in delivering these laboratory reports to relevant
doctors so that relevant cases could be followed up. DH has also reached out to
registered professionals operating medical laboratories or radiological imaging
services, inviting them to contact DH for assistance if they are unable to deliver the
reports to referring doctors from the company concerned.
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This incident shows that the operation of PHFs involves aspects other than
professional standards of medical services, including commercial practices. It is
imperative for the Government to leverage on various legal tools in existence to
safeguard public interests in a more effective and comprehensive manner.

Regarding the prepayment mode of consumption under this incident,
currently various laws in Hong Kong protect consumers’ rights and interests.
Among others, TDO covers goods and services, and prohibits traders from
subjecting consumers to unfair trade practices. The Government has noted
multiple suggestions from various sectors of the community on how to offer better
protection to consumers on prepayment mode of consumption, including
introducing a statutory cooling-off period and limiting the maximum period of
prepayment contracts. CEDB has commenced a study taking into account factors
such as the economic environment, the operating situation of relevant industries,
as well as complaint and enforcement statistics, with a view to conducting in-depth
review on various recommendations, so as to formulate appropriate strategies as
early as possible to strengthen the protection of consumers’ rights and interests.

As for the regulation of PHFs, in terms of the regulation of medical services,
the Government has enacted the Private Healthcare Facilities Ordinance (Cap. 633)
(“the Ordinance”) in 2018 for regulating PHFs. The primary objective is to
ensure that premises providing medical services shall comply with stipulated
facility and safety standards, and oversee the quality and price transparency of
medical services as appropriate. The Government has been progressively
implementing the regulatory regime for various types of PHFs on a risk-based
approach.  Although the implementation progress has been affected by the
COVID-19 epidemic, provisions pertaining to hospitals and day procedure centres
(“DPCs”) under the Ordinance have already come into full force. As of 30 April
2025, there were a total of 14 licensed private hospitals and 259 licensed DPCs in
Hong Kong.

Regarding clinics and small practice clinics (“SPCs”), the Health Bureau
follows the scheduled plan to implement the regulation for PHFs in phases, and
will submit the commencement notices to the Legislative Council today (21 May)
for gazettal on Friday (23 May) and tabling at the Legislative Council meeting next
Wednesday (28 May) for negative vetting in order to commence the relevant
provisions. Once the above provisions take effect, a licence will be required for
operating a clinic, and licensees must at all times comply with the Ordinance,
licence conditions and codes of practice issued by the Director of Health (“DoH”).
For SPCs (i.e. clinics having not more than five registered medical practitioner(s)
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and/or registered dentist(s) that meet specific conditions under the Ordinance),
operators must ask DoH for a letter of exemption from obtaining a licence. To
allow sufficient preparation time for the sector and tie in with the publicity
arrangement, DH will begin to accept applications from 13 October 2025. More
accurate figures related to PHFs could then be collected, and at this stage DH does
not have the number of clinics and SPCs.

The Government also plans to further implement section 92 of the Ordinance
after the clinic licences and letters of exemption for SPCs have come into force in
order to enhance regulation, prohibiting the use of titles or descriptions by
individual unlicensed premises which may mislead the public into believing that
medical services are provided therein.

The Government has also established the Committee on Complaints against
Private Healthcare Facilities under the Ordinance in 2020, which has received 93
complaints over the past three years. As of 13 May 2025, cases considered and
concluded stood at 78 with another 15 being under investigation. The complaints
mainly involved issues related to professional practices of healthcare professionals,
staff performance and communication issues of the facility, as well as
administrative procedures. Thank you, President.

PROF CHAN WING-KWONG (in Cantonese): Thank you, President. | thank
the Secretary for the reply. | am pleased to note the Government’s announcement
of the timetable in the main reply, stating that it will begin to accept applications
for clinic licences and letters of exemption for SPCs from 13 October to further
enhance regulation of PHFs. However, currently many facilities in the market
would promote the provision of healthcare services. Some of them are licensed
healthcare facilities, while some others are unlicensed. Some have registered
healthcare professionals practising, while some others do not have any registered
healthcare professionals practising at all, i.e. the so-called “*knock-off”” healthcare
facilities. The general public may not know how to check the Private Healthcare
Facilities Register or lists of the registered healthcare professionals, nor do they
know how to distinguish between legitimate and illegitimate facilities. Therefore,
| would like to ask the Administration what measures are in place to strengthen the
regulation of unlicensed healthcare facilities to ensure that they are capable of
providing professional healthcare services, so as to protect the rights of consumers
and patients, as well as the reputation of Hong Kong’s healthcare profession?
Thank you.
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SECRETARY FOR HEALTH (in Cantonese): | thank Prof CHAN for the
supplementary question. In fact, the regulation of services provided by PHFs
requires comprehensive legal tools. As | mentioned earlier, section 92 of the
Private Healthcare Facilities Ordinance (Cap. 633) stipulates that except with the
prior approval in writing of DoH, or except as provided or permitted by any other
law, no premises may bear a title or description that includes an expression
specified in Schedule 8, including “medical”, “healthcare”, “clinic”, “treatment”,
etc. Section 92 of the Ordinance also stipulates certain descriptions, such as the
description “that suggests that the services provided in the premises are medical
services provided in a private healthcare facility”, and that such descriptions should
not be used arbitrarily. This provision seeks to prevent unscrupulous individuals
from misleading the public into believing that these premises can provide
healthcare services. After the implementation of the regulatory regime for clinics
and SPCs, the Government will promptly activate section 92. Before that, we will
consult stakeholders on amending the list of expressions specified in Schedule 8
for more comprehensive regulation.

In addition to PHFs, there are various ordinances to regulate the services
provided by healthcare professionals, such as the Medical Registration Ordinance,
the Nurses Registration Ordinance, the Dentists Registration Ordinance, the
Chinese Medicine Ordinance, the Supplementary Medical Professions Ordinance,
and so on. Regarding the protection of consumer rights, TDO, the Undesirable
Medical Advertisements Ordinance, etc. are in place to provide comprehensive
coverage. It is our objective to regulate the services provided by PHFs in Hong
Kong on various fronts. Thank you, President.

MS CHAN HOI-YAN (in Cantonese): Thank you, President. This recent
incident has highlighted the importance of the regulation of PHFs. However,
looking back at the Government’s previous licensing process for DPCs, it took a
full year from the commencement of application until the issuance of the first batch
of licences, and it took two and half years to implement the provisions on
unlicensed operation. Currently, the number of clinics and SPCs far exceeds the
number of DPCs. Therefore, | would like to ask: Since the Administration just
announced the timetable to accept applications starting from 13 October, how
much time does the Administration expect it will take to process the first batch of
licences? During this period, how will it regulate these healthcare facilities that
may engage in shady business operations as mentioned by the Secretary earlier?
Thank you.
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SECRETARY FOR HEALTH (in Cantonese): President, we will begin to accept
applications from private clinics from 13 October. These clinics may apply to
DoH for exemption. We anticipate that full implementation will take effect in 12
months’ time. Ms CHAN may question why it takes such a long time as 12
months. That is because there are indeed clinics of different sizes in Hong Kong,
so we have to allow time for the sector to make preparations and submit documents.
During this period, we will start discussions on the titles or descriptions to be
included in Schedule 8 that should no longer be used. Therefore, the time
required is approximately 12 months.

PRESIDENT (in Cantonese): Ms CHAN Hoi-yan, which part of your
supplementary question has not been answered?

MS CHAN HOI-YAN (in Cantonese): How does the Bureau prevent similar
incidents from happening?

PRESIDENT (in Cantonese): Secretary, do you have anything to add?

SECRETARY FOR HEALTH (in Cantonese): President, the problem with the
company involved in this incident is not really related to its professional services,
but rather its commercial practices. In terms of professional services, we have not
found any violation of the law whether regarding the company’s facilities or
delivery of professional services, but its commercial practices might have
contravened TDO. | believe we have to look at this incident from both
perspectives in a comprehensive manner. However, Ms CHAN is right in that
when we will begin to accept applications for clinic licences, this type of facilities
may cease to exist or will be subject to other regulations. If a licensed clinic is to
close down, it has to notify DH in advance. Hence, after the implementation of
the Ordinance, there will be more protection in this regard.

PROF PRISCILLA LEUNG (in Cantonese): President, | have been serving as a
Member for quite some time, so | have followed up on quite a lot of cases relating
to prepaid service contracts, such as the California Fitness case and the CN Oral
Surgery and Implant Centre case. The amounts of money involved ranged from
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tens of thousands to over a million dollars. The victims in the latter case have
suffered greatly as the clinic closed down when their implant procedures were
halfway done. They could not find the person in charge, and the structure of the
clinic was very complicated. As stated by the Secretary just now, the case should
be handled in pursuant to TDO through the Consumer Council. | believe the
helpless consumers want to hear from the Under Secretary ... particularly in the
case of prepaid healthcare service contracts—if a fitness centre closes down, the
worst case scenario is that the victims are not able to exercise, they may pursue the
money lost over time or report the case to Customs—but when it involves
healthcare, | hope that the Bureau, as the authority in charge of healthcare, can
consider setting a ceiling amount for prepaid service contracts, in addition to the
contract period and cooling-off period, or establishing a protection fund similar to
the Protection of Wages on Insolvency Fund. Healthcare is critically important
to the public. The incident this time only involves vaccination, but in some cases,
like the one | have handled, victims’ dental implants were left unfinished and the
clinic’s responsible parties went missing. President, | hope that the Under
Secretary can respond to the concerns of the public and consumers from this
perspective.

UNDER SECRETARY FOR COMMERCE AND ECONOMIC
DEVELOPMENT (in Cantonese): Thank you, President. Thank you, Member.
Let me first give an account of our efforts in regulating the prepayment mode of
consumption. As mentioned in the main reply, CEDB has commenced relevant
work, including drawing reference from experiences and practices in different
jurisdictions.  Moreover, we are also reviewing the operation of relevant
industries, as well as the pain points and difficulties faced by law enforcement
agencies in handling such cases. For example, in respect of evidence collection,
whether there is any need to amend TDO, how it should be amended or further
elaborated, so as to enable Customs to enforce the law more effectively.

Of course, various sectors of society (including many Members present here)
have put forward proposals on the duration and amount of prepaid service
contracts, introduction of a cooling-off period, and so on. These are all under our
consideration. While considering these factors, we must carefully weigh the pros
and cons.  One the one hand, we have to ensure consumer protection, while on the
other hand, we must consider the impact on businesses and overall economy. We
will formulate appropriate strategies and complete the relevant work as soon as
possible. Thank you, President.



LEGISLATIVE COUNCIL — 21 May 2025 29

PRESIDENT (in Cantonese): Prof Priscilla LEUNG, which part of your
supplementary question has not been answered?

PROF PRISCILLA LEUNG (in Cantonese): The Under Secretary has not
answered my question. My question is whether there will be a better protection
regime for prepaid consumption of healthcare services. | hope the Under
Secretary for Health will give a reply to this.

PRESIDENT (in Cantonese): Secretary for Health, please reply.

SECRETARY FOR HEALTH (in Cantonese): President, | thank Prof LEUNG
for the supplementary question. Generally speaking, under the Private Healthcare
Facilities Ordinance, we mainly regulate the facilities and safety standards of
premises providing healthcare services. As for their commercial practices, we
will handle them in accordance with TDO. However, as clearly pointed out by
the Under Secretary for Commerce and Economic Development just now,
prepayment mode of consumption should be considered in the light of the
circumstances of different trades and industries. For example, some PHFs or
hospitals may adopt the prepayment mode for certain cancer radiotherapy
treatments.  Given the urgency of the treatments, a cooling-off period could result
in missing the optimal treatment time. Hence, | believe that when discussing
legislation on prepayment mode of consumption, we must make different
considerations in the light of different circumstances. Prepaid vaccination
service, for example, is certainly different from prepaid radiotherapy or
chemotherapy treatments, so we may have to take into account the different
circumstances in our discussion.

MS LAM SO-WAI (in Cantonese): Thank you, President. | have also received
a lot of feedback and complaints from victims of the incident relating to this
healthcare facility. According to my understanding, only two banks have made
refunds to the victims.  As asked by a Member just now, does the Government have
a concrete timetable targeting companies selling vaccination packages and health
check-up packages? The Government should draw up a timetable expeditiously
and introduce a cooling-off period and adopt an escrow system, so as to reduce the
risks born by consumers, particularly consumers of healthcare related services.
Thank you, President.
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SECRETARY FOR HEALTH (in Cantonese): President, | thank Ms LAM for
the supplementary question.  This supplementary question is somewhat similar to
the one raised by Prof LEUNG just now. Generally speaking, the Private
Healthcare Facilities Ordinance regulates the safety level of the services and
facilities provided to patients, as well as their quality, while commercial practices
are regulated under TDO. As pointed out by the Under Secretary for Commerce
and Economic Development just now, the needs and circumstances of different
trades and industries should be taken into account in our discussion. | believe we
will also have to consider this point in the study to be conducted later on. Thank
you, President.

MR EDMUND WONG (in Cantonese): Thank you, President. In fact, many
healthcare service centres or clinics adopt the prepayment mode of consumption.
It is becoming increasingly common. The vaccination service mentioned just now
Is an example. Some traditional Chinese medicine clinics also give discounts on
prepaid products. Just now, the Administration said that it will review the
prepayment mode of consumption in due course to protect consumers or the public.
| support this initiative, but my supplementary question is: Under the current
circumstances, professionals providing these services, as part of the business
community, also find it difficult to run their business. In addition to regulation,
we should also assist them in their development.

May | ask CEDB whether there are any measures to help the healthcare
industry tide over this transitional period? At the same time, in reviewing the
development of the industry, can we provide it with room for development in
addition to regulation? Thank you, President.

UNDER SECRETARY FOR COMMERCE AND ECONOMIC
DEVELOPMENT (in Cantonese): In respect of helping the industry and SMEs,
CEDB and the Trade and Industry Department have put in place a series of
measures, including the BUD Fund which is familiar to Members, various support
schemes that we have set up for SMEs, as well as our financing and loan services.
These measures can help various industries (including the healthcare industry)
solve their cash flow problems with a view to alleviating their pressure. Thank
you, President.
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PRESIDENT (in Cantonese): Third question.

Abolition of the offsetting arrangement of the Mandatory Provident Fund

3. MR EDMUND WONG (in Cantonese): President, the abolition of the use
of the accrued benefits derived from employers’ mandatory contributions to the
Mandatory Provident Fund (*“MPF”’) to offset severance payment and long service
payment (““the abolition of offsetting arrangement’) took effect on the 1st of this
month. The Government has indicated earlier on that it is not worried that the
arrangement would trigger a wave of layoffs. In this connection, will the
Government inform this Council:

(1) asthere are views pointing out that the current business environment
Is far worse than before, whether the Government will conduct again
a comprehensive assessment of the impact of the abolition of offsetting
arrangement (e.g. whether it will trigger a wave of layoffs); if it will
conduct such an assessment, of the timetable; if not, the reasons for
that;

(2) as the Subsidy Scheme for Abolition of MPF Offsetting Arrangement
will last for 25 years, when the Government plans to conduct a review
to ascertain that the funding of the scheme will be sufficient to meet
the long-term needs; whether it will consider entrusting the relevant
funding to the Hong Kong Monetary Authority for investment in order
to generate steady returns, thereby obviating the need to seek
approval from this Council for supplementary provisions; and

(3) as it has been reported that the authorities have earlier on conducted
a consultation on increasing the minimum and maximum levels of
income for MPF contributions, whether the Government will, in the
light of the overall business environment and the impact of the
abolition of offsetting arrangement, consider withholding the
adjustment to the relevant income levels; if so, of the details; if not,
the reasons for that?
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SECRETARY FOR LABOUR AND WELFARE (in Cantonese): President,
after years of discussion and refinements, the abolition of the arrangement of using
the accrued benefits derived from employers’ mandatory contributions under the
Mandatory Provident Fund (“MPF”) system to offset employees’ severance
payment (“SP”) and long service payment (“LSP”) (“the abolition of offsetting”)
has garnered general support from the community, so as to improve employees’
retirement protection. The abolition of offsetting took effect on 1 May this year.
On the same day, the Government also launched the 25-year Subsidy Scheme for
Abolition of MPF Offsetting Arrangement (“SSA”) with financial commitment of
$33.6 billion to share out employers’ financial burden and assist them to adapt to
the policy change.

My reply to the Member’s question is set out below:

(1) The abolition of offsetting will not lead to dismissal of employees
owing to significant increase in the operating costs of enterprises.
With reference to past statistics, the total sum of SP and LSP offset by
employers accounts for only about 0.5% of enterprises’ total wage
bills, while wage bills are but a fraction of the total operating expenses
of enterprises. Hence, the abolition of offsetting is not a determining
factor for cessation of business or dismissal of employees.

The Government has been reiterating that dismissing existing
employees prior to implementation of the abolition of offsetting
cannot save SP/LSP expenses, because:

(i)  Under the Employment Ordinance, the maximum amount of an
employee’s SP/LSP is $390,000. As the law stipulates that the
abolition of offsetting has no retrospective effect, an employer
may still use the accrued benefits derived from his MPF
contributions during employees’ whole employment periods to
offset employees’ SP/LSP incurred before the transition date,
viz. 1 May this year. SP/LSP of newly-hired employees, on
the other hand, will cumulate from scratch to the maximum
amount of $390,000, and none of the sum can be offset by
employers’ mandatory contributions.
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(2)

(i)  SP/LSP incurred from an existing employee’s employment
period pre-transition is calculated on the basis of the
employee’s wages of the last month before the transition date.
Therefore, the amount of pre-transition SP/LSP will have been
locked down and will not increase no matter how much longer
the employee will be employed and whether there will be any
increase in his salary thereafter.

We emphasize that manpower is a valuable asset of an enterprise.
The termination compensation should not be a major factor for an
employer’s consideration of dismissal. The Labour Department
(“LD”) will continue to monitor the situation after the abolition.

In estimating the financial commitment for SSA, the Government had
commissioned an actuarial consultant. In arriving at the total sum,
the consultant made reference to the offsetting claim dataset provided
by the Mandatory Provident Fund Schemes Authority (“MPFA”),
projected the number of subsidy applications to be received and the
amount of SP/LSP involved in those applications, and took into
account the economic cycles during the 25-year subsidy period.

The total subsidy payout will hinge on the actual number of subsidy
applications received and the amount of SP/LSP involved in those
applications. The Government will closely monitor the
disbursement of subsidies and, where necessary, follow the
established procedure to handle the funding arrangement.  Since the
subsidy ratio will decrease over time, the subsidy payout sum in the
later part of the subsidy period will be less than that in the earlier part
of the subsidy period. It is premature to consider the sufficiency of
the funding for SSA at this point in time. When seeking funding
approval from the Finance Committee (“FC”) of the Legislative
Council in November last year, the Government pledged to review the
operation of SSA five years after the implementation of the abolition
of offsetting.

The $33.6 billion approved by FC in November last year for the
implementation of SSA is the Government’s maximum commitment
amount that may be used. It is not allocated to LD’s account in one
go. LD, in accordance with the Government’s established



34 LEGISLATIVE COUNCIL — 21 May 2025

procedures and based on the cashflow requirement in each financial
year, will request funds from that year’s Government budget. The
funds will then be allocated to LD’s account from the General
Revenue Account according to SSA’s disbursement schedule to meet
the subsidy payout expenditures. Any balance of the commitment
amount yet to be allocated will remain in the Government’s fiscal
reserve to generate investment income.

(3) Under the Mandatory Provident Fund Schemes Ordinance
(“MPFSQO”), MPFA is required to conduct a review of the minimum
and maximum levels of relevant income for MPF contributions not
less than once in every four years.

MPFA is conducting a review of the minimum and maximum levels
of relevant income for MPF contributions for the next review cycle
(i.e. 2022-2026). In conducting the review, MPFA must, according
to the law, take into account the relevant employment earnings
statistics and other relevant factors such as social and economic
conditions, labour market conditions, business environment for
enterprises in particular small and medium enterprises, and impacts
(such as financial burden) on employees/self-employed persons.
MPFA will submit the review report to the Government. The
Government will carefully examine the report thereafter. Thank
you, President.

MR EDMUND WONG (in Cantonese): Thank you, President, and also thanks to
the Bureau for the main reply. President, the Bureau has said in the main reply
that it believes that the termination compensation should not be a major factor for
an employer’s consideration of dismissal, and | also believe so. It is because
operating a business is about sustaining it, not about ending it or dismissing the
employees, just as survival is natural to humans. However, when business
operation is difficult, especially at the current moment when the business
environment is undergoing a turning point, employers will have more to consider
when deciding whether or not to continue with the business. At my accounting
firm, which is a small to medium-sized practice, we witness the operation
difficulties in many SMEs, especially in the retail and catering sectors. | believe
that Mr SHIU Ka-fai, who is the representative of the business sector, shares the
feeling.
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President, my supplementary question is related to the arrangements for the
minimum and maximum levels of relevant income for MPF contributions which,
according to part (3) of the Secretary’s reply, will be reviewed. While it is
important to safeguard employees’ interests, will the Secretary tell us whether
employers will be given more weight in the review of the said arrangements, so as
not to further add to the present operating costs of SMEs? Thank you, President.

SECRETARY FOR LABOUR AND WELFARE (in Cantonese): President,
thanks to Mr Edmund WONG for the supplementary question. As | said in
part (3) of the main reply, MPFA is required by law to conduct a review of the
minimum and maximum levels of relevant income for MPF contributions not less
than once in every four years. MPFA is yet to submit the review report to the
Government. In conducting the review, MPFA is required by law to take into
account a series of relevant statistics and consider the relevant factors. 1 believe
that we should follow the relevant procedures, mechanism and legislation.  After
MPFA has completed the review and submitted its recommendations to the
Government, the Government will follow up in accordance with the relevant
requirements under the law. Thank you, President.

MR KINGSLEY WONG (in Cantonese): Thank you, President. What the
public expect and demand most fundamentally of the Government’s governance is
adherence to mechanisms, so that its words will be honoured and its actions will
be resolute. According to MPFSO, the minimum and maximum levels of relevant
income for MPF contributions should be reviewed not less than once in every four
years. But regrettably, no adjustment has been made in the past 11 years since
the income ceilings relating to MPF contributions were adjusted to $7,100 and
$30,000 in 2013-2014. Under the mechanism, the minimum and maximum levels
of relevant income should have been increased to at least $10,000 and $51,000
now.

I would like to point out that at present, there are 600 000 employees earning
more than $30,000 a month in Hong Kong. If the maximum level of relevant
income is raised to $51,000, each employee will receive an additional $1.15 million
in pension upon retirement. If the minimum level of relevant income is raised to
$10,000, it is estimated that in the future, an additional 200 000 grass-roots
workers will have the chance to benefit from the Government’s initiative of paying
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MPF contributions for low-income persons. It shows that the said review of the
minimum and maximum levels of relevant income is relevant to the very interests
of 800 000 wage earners.

President, the supplementary question | would like to raise is: The Managing
Director of MPFA stated the other day that the minimum and maximum levels of
relevant income needed to ““play catch-up”, and that a report would be submitted
to the Government soon. Will the Secretary tell us clearly whether the
Government will indeed “play catch-up” by adjusting the minimum and maximum
levels of relevant income strictly in accordance with the mechanism mentioned
above? Thank you.

SECRETARY FOR LABOUR AND WELFARE (in Cantonese): President,
thanks to Mr Kingsley WONG for the supplementary question. As I just said,
MPFA’s conduct of review not less than once in every four years is a statutory
requirement stipulated clearly under MPFSO. The next review cycle, as we all
know, is 2022 to 2026. In conducting the review, in addition to referring to
objective data as mentioned by Mr WONG, the authorities will also take into
account other relevant factors, including social and economic conditions, labour
market conditions, and the business environment for enterprises (especially SMES),
so that overall consideration can be made. After consideration, MPFA will
submit its report of recommendations to the Government. The Labour and
Welfare Bureau (“LWB?) is currently the policy bureau in charge of this matter, so
MPFA will submit its report to LWB. The Government will make overall
consideration upon receipt of the report.

Since the report is not yet received as at today, | am not able to make a
response as to how the Government will handle the matter afterwards, as | have not
yet examined its final recommendations. After MPFA has considered all the
factors and submitted its report to the Government, the Government will certainly
consider the matter in accordance with the law and in a comprehensive and
thorough manner. Thank you, President.

MR CHAU SIU-CHUNG (in Cantonese): President, under MPFSO, the
maximum level of relevant income is in place to put a cap on the monthly
contributions made by both employers and employees, which reduces the
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contribution burden on both parties. On the other hand, the Ordinance also
provides for the requirement to review the maximum level of relevant income not
less than once in every four years with reference to the statutory benchmark, which
Is set at the monthly employment earnings at 90th percentile of the monthly
employment earnings distribution prevailing at the time. | believe that this
arrangement has balanced the considerations of contribution burden and
guaranteeing the effectiveness of the MPF system. However, the current
maximum level of relevant income at $30,000 is the result of the adjustment in
2014. Based on the income levels in the fourth quarter of last year, the said
statutory benchmark should have been raised from $30,000 to $56,900, so there is
a nearly 50% gap. When the gap between the maximum level of relevant income
and the statutory benchmark widens, the protection offered by the MPF system will
diminish. In view of the above, will the Secretary tell us whether any plans or
timetables are in place to gradually reduce the gap between the maximum level of
relevant income and the statutory benchmark? Thank you.

SECRETARY FOR LABOUR AND WELFARE (in Cantonese): President,
MPFSO does provide for the statutory benchmarks and the objective data that
should be taken into account for the minimum and maximum levels of relevant
income for MPF contributions, as Mr CHAU said just now. However, the
Ordinance also provides clearly that the setting of the benchmarks should not be
done mechanically. Apart from the objective data, other non-quantitative factors
of equal importance are also covered by the Ordinance. That includes social and
economic conditions, labour market conditions, and the business environment for
enterprises, which should all be considered comprehensively. Therefore, in the
review of the next cycle (i.e. 2022 to 2026), MPFA will examine the data and
consider other relevant factors in accordance with the law before submitting its
report of recommendations to the Government. Upon receipt of the report, the
Government will make overall consideration in accordance with the law before
deciding the way forward. In my opinion, the most important thing is to consider
comprehensively without skewing to any side.

While the subject is of public concern, | believe that we should address it
step by step. After the submission of MPFA'’s report of recommendations to the
Government, that will be the time when the Government takes actions. We will
certainly act in strict accordance with the law. Thank you, President.
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MR SHIU KA-FAI (in Cantonese): Thank you, President. | support Secretary
SUN’s and LWB’s work with the aspiration of securing more benefits for the
employees, and | also hope that more people are offered protection. But on the
other hand, the Government should also give balanced consideration to the
economic situations for business operation. | remember that when we discussed
with the Secretary during the legislative exercise in question, the Secretary told us
that although business operation was difficult under the influence of the epidemic,
things would change for the better after the epidemic. However, what | hear from
many micro-, small- and medium-sized enterprises now is that business operation
Is even more difficult than the time of the epidemic. That said, we should look
ahead.

I would like to make two points today, which include a suggestion and a
supplementary question. | suggest that the Government should step up publicity
targeting local employers, telling them that dismissing employees under the new
legislation now in force is a big no-no, because it serves no benefits to the
employers at all. Many people in the sectors do not have the full picture and are
overridden by worries.  Therefore, | hope for more promotional efforts on the part
of the Government.

My second point is a supplementary question. | would like to know, now
that nothing can be done about the contribution requirements in place as a result
of the last adjustment, whether consideration will be given to also reviewing the
minimum level of contributions, alongside the review of the maximum level of
contributions?  As the business environment is poor right now, is it possible that
the maximum contributions will be lowered after the review?

SECRETARY FOR LABOUR AND WELFARE (in Cantonese): President, first
of all, thanks to Mr SHIU Ka-fai. We will continue to step up our publicity work
on different media about the abolition of offsetting that took effect on 1 May.
This question session at the Legislative Council today has also provided us with an
excellent opportunity to explain it once again. As the abolition of offsetting has
no retrospective effect, the employer does not stand to gain anything from
dismissing an employee, even if he mistakenly believes the otherwise. In plain
words, while the offsetting arrangement is still applied to all the SP/LSP derived
from the employee’s employment before 1 May, that sum of money can be
described as having been “screen-capped” on 1 May and is calculated on the basis
of the employee’s wages of the last month before that day. In other words, the
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amount has been “locked down”. On the other hand, the sum of money from the
employer’s contributions which can be used for offsetting the entitled payment to
the employee will roll over all the way until it is time to make the SP (in case of
layoffs) or LSP payment, when accounts are settled. Therefore, dismissing
existing employees at this juncture serves no benefits to the employer at all. In
particular, if a serving employee has accrued a sum close to the maximum $390,000
in SP/LSP, which means that his entitlement will see no further increase, there is
no point that the employer should dismiss such a capable and experienced
employee for the sake of the tiny monetary benefit, and replace him with someone
less capable and less experienced. There is nothing to gain from it. We have
explained this point very clearly. However, we thank the Honourable Member
for the supplementary question. We will continue to drive this message home.

Secondly, about the review of the maximum and minimum levels of relevant
income for MPF contributions, | would reiterate that adherence to the law is the
key, and this applies to everyone, including the employers, the employees and the
Government. Our legislation is well written, under which both examination of
objective data and consideration of other relevant factors are required. Finally,
our work proceeds step by step, and it starts with MPFA’s submission of report to
the Government to put forward its recommendations based on a balanced
consideration of various views. After receiving the report, the Government also
needs to consider it comprehensively. | wish to make it clear that the Government
is required to consider all relevant factors before making a holistic decision.
Thank you, President.

MR TANG KA-PIU (in Cantonese): President, as a non-executive director of
MPFA, | am not in a position to state my view on the adjustment to the minimum
and maximum levels of relevant income for MPF contributions. But the fact
remains that the said levels have not been adjusted for more than 10 years.

While | am particularly thankful to the SAR Government for its publicity
efforts on the abolition of offsetting, which have been quite effective, | also have a
specific supplementary question to raise. From our observation, employers do
receive the Secretary’s message and share the view that rushing to dismiss
employees serves no benefits, so we did not witness any incidents of layoffs related
to the abolition of offsetting in the run-up to 1 May. This is the Secretary’s
achievement. However, | still wish to know what makes the Secretary believe that
the increase in unemployment rate, which we do see has risen to 3.4%, has nothing



40 LEGISLATIVE COUNCIL — 21 May 2025

to do with the abolition of offsetting. According to the Secretary, what factors
have contributed to the increased unemployment rate, especially in the catering
and construction sectors?

SECRETARY FOR LABOUR AND WELFARE (in Cantonese): President,
thanks to Mr TANG Ka-piu for the supplementary question. In our view, it is all
thanks firstly to the clearly written provisions under the legislation, and secondly
to the extensive promotion by the Government that most employers do understand
that after the implementation of the abolition of offsetting, there is nothing to gain
from rushing to dismiss employees. | also believe that employers will not rush to
dismiss employees because of the relevant arrangement.

The second question is about the slight increase in the latest unemployment
rate from 3.2% to 3.4% as announced by the Government yesterday, which has
aroused concern. | would like to draw attention to the fact that while the numbers
in some sectors have increased, there are decreases in some other sectors. Rises
and falls in the unemployment rate should be observed over a longer period of time.
What should be stressed is that later on, the Government will allocate large amounts
of resources to key industries, including tourism, and step up promotion. As long
as Hong Kong stays competitive and new industries keep emerging, coupled with
the continuous growth in visitor numbers, the labour market will receive the boost
it needs. | believe that we should look further into the future.

It is worth noting that April has been a turbulent month, as the trade paradigm
of the world was in a thick cloud of confusion before some light was shed through
in May. We also want a clearer picture of the situation. But in any case, the
Government will do its best to promote economic development and inject more
vitality into the labour market. Thank you, President.

MR LAM CHUN-SING (in Cantonese): Thank you, President. | understand
that the minimum level of relevant income for MPF contributions is in place to
protect grass-roots employees by exempting them from paying out of their own
pockets to make monthly contributions. Moreover, the current minimum level of
relevant income ($7,100) has not seen any upward adjustments for more than 10
years. As | see it, the controversy surrounding the minimum level of relevant
income should be small as the exemption from making contributions applies only
to employees, and employers are required to make contributions anyway. In this
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regard, will the Government consider adopting a formula to calculate the minimum
level of relevant income automatically with reference to the level provided under
the legislation, which is 50% of the monthly median employment earnings, so that
the minimum level in question will not fall behind the times? Thank you,
President.

SECRETARY FOR LABOUR AND WELFARE (in Cantonese): President,
MPFSO provides clearly for the statutory requirements concerning the review of
the minimum and maximum levels of relevant income for MPF contributions and
the factors to be considered. | believe that adherence to the law is the key to do
anything in Hong Kong. As requirements are clearly provided under the
legislation, including the need to conduct the review not less than once in every
four years and the factors that need to be considered during the process, we should
approach the matter step by step in accordance with the law. Thank you,
President.

PRESIDENT (in Cantonese): Fourth question.

Functions and services of public libraries

4, MR CHAN CHUN-YING (in Cantonese): President, it is learnt that due to
the prevalence of digitization and changes in the reading habits of members of the
public, the number of visits to public libraries and the number of materials on loan
have both dropped significantly in recent years, and quite a number of overseas
libraries have gradually transformed themselves from conventional institutions for
collecting and lending books into diversified spaces functioning as community
centres with intelligent services. In this connection, will the Government inform
this Council:

(1) of the following information about public libraries for the past two
years: (i) the numbers of circulations of physical books, e-books and
multimedia items and their year-on-year rates of change, (ii) the
expenditure on purchasing such items and its percentage in the overall
library expenditure, (iii) the number of visits, (iv) the number of newly
registered users, and (v) the number of readers borrowing physical
materials;
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(2)  whether it has reviewed the functions and services of public libraries
to ensure that the allocation of resources can meet the needs of the
community; if so, of the details; if not, the reasons for that; and

(3) whether it has drawn on the library models of other cities to push
forward the modernization and transformation of Hong Kong’s public
libraries in terms of innovative design, application of intelligent
technology, community services and so on, as well as to expand their
functions and services; if so, of the details; if not, the reasons for that?

SECRETARY FOR CULTURE, SPORTS AND TOURISM (in Cantonese):
President, my consolidated reply to various parts of the question raised by
Mr CHAN Chun-ying is as follows.

Under the Leisure and Cultural Services Department (“LCSD”), there are 71
static libraries, 12 mobile libraries and 3 self-service library stations that offer
round-the-clock services, providing free and comprehensive library services for the
public.

In the past two years, the number of visits to the libraries increased from
21.49 million in 2023 to 23.83 million in 2024. The number of loans of physical
books increased from 28.75 million items to 28.97 million items, while that of
multimedia materials increased slightly from 616 000 items to 617 000 items. On
the other hand, as more people visited the libraries and borrowed physical books,
the number of loans of e-books decreased from 2.56 million items to 2.32 million
items. In 2023 and 2024, the number of newly registered readers was 43 000 and
38 000 respectively, while the number of readers who borrowed physical materials
was 620 000 and 600 000 respectively.

The expenditure on the acquisition of library materials maintained at about
$100 million in the financial years of 2023-2024 and 2024-2025, accounting for
about 7% of the overall expenditure of the libraries in the respective financial years.

Libraries in different regions have been facing the challenge of declining
patronage due to the availability of more free information online.  To facilitate the
sustainable development of the libraries, LCSD has implemented the strategic plan
of libraries from 2020 to 2025 to enhance existing facilities and library networks;
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raise public awareness of the physical collection and electronic resources; launch
large-scale reading promotion activities to promote reading interests and expand
readership; and enhance library services through the application of information
technology. The libraries also conduct opinion surveys through annual Reader
Liaison Group gatherings to better understand the reading habits and needs of
readers.

At present, LCSD enhances its library services on various aspects, including
planning, library collections, services and application of technology. When
planning new library facilities, LCSD will make reference to the experience of
Mainland and overseas libraries, with a view to making a library into a community
gathering place. The demographics and needs of different communities will be
taken into account when planning the functions, design, services and facilities of
libraries to ensure that library services will meet the needs of residents of different
age groups in the community.  Taking Sham Shui Po Public Library
commissioned in 2023 as an example, considering the greater number of young
families in the district, a parent-child reading corner and a game wall are
specifically provided in its children’s library where the facilities are tailor-made for
paired reading by young readers and families. A leisure reading area is also set
up in the adult library to provide a comfortable reading environment for patrons,
and a create * info zone equipped with more multimedia digital service facilities is
provided for the youth. Besides, the library also caters for the needs of the elderly
in the district by providing desktop video magnifiers in the newspapers and
periodicals section to bring convenience to them when reading newspapers and
magazines.

On library collections, LCSD keeps gathering and analysing usage data of
its library collections, including both physical and e-books, for understanding
changes in reading habits and demands of readers as well as introducing new library
materials that meet the needs of the public. With the ever-increasing popularity
of e-reading, the libraries continue to enhance its acquisition of e-books, bringing
an increase of over 60% in the e-book collection from 330 000 items in 2019 to
about 540 000 items currently. The usage of e-books also rose sharply from
960 000 in 2019 to 2.32 million in 2024.

Apart from the provision of book lending services in libraries, the LCSD
libraries also offer outreaching services from time to time, such as block loan of
library materials in the community to assist individual community organizations
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and housing estates with such demand in establishing community libraries for
providing book services to their members or residents.  Currently, 197 community
libraries have been set up across the territory, including two located inside the
Community Living Rooms (“CLRs”) in Sham Shui Po.

In addition, the libraries launch large-scale territory-wide reading activities
and hold other activities such as book exhibitions, talks, workshops and pop-up
libraries during major events organized by LCSD to promote library collections
and e-reading, with a view to extending the reach to readers.

Like public libraries in other advanced cities, LCSD strives to enhance
library services through the application of new technology, and is developing a new
Smart Library System. As an integrated library system, the new system supports
the daily operation of all public libraries, including collection management,
borrowing and return of library materials and online electronic resources, thereby
providing greater convenience to the public in using library services. Thank you,
President.

MR CHAN CHUN-YING (in Cantonese): Thank you, President. In the last
paragraph of the Secretary’s main reply, it is mentioned that a new Smart Library
System is being developed to support, among other things, collection management.
For most libraries, the most time-consuming and labour-intensive task is the
arrangement and classification of physical materials.

It is learnt that Bao’an Library in Shenzhen is now using a smart system for
handling returned books, under which robots are responsible for sorting and
delivering books, which are then shelved by people. May | ask the Bureau what
are the intelligent functions of the new smart system under development that can
reduce manpower and enhance efficiency?

SECRETARY FOR CULTURE, SPORTS AND TOURISM (in Cantonese):
Thank you, President, and | thank Mr CHAN for the supplementary question.
LCSD is developing a Smart Library System to enhance the overall library services.
These include the installation of a centralized sorting system using Radio
Frequency Identification (RFID) technology to automate the processing and sorting
of inter-library returns so as to enhance the efficiency of returning books to the
respective libraries.
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In addition, some libraries with sufficient space (e.g. the Hong Kong Central
Library) will also be equipped with book sorting machines to sort materials
returned to individual libraries so as to reduce manual handling and expedite the
process of returning materials to the shelves.

With the advancement of technology, we plan to enhance the efficiency of
libraries through Al solutions to provide more convenient and personalized
services to our patrons as follows. Firstly, we will collect and analyse the data of
patrons’ use of libraries more effectively so as to provide more tailor-made
information, library collections and services to meet their needs. Secondly, we
will provide personalized book recommendations to patrons based on their reading
interests and habits. Thirdly, we will set up a reference and enquiry service on
the library’s website with the application of a chatbot.  Fourthly, we will introduce
robots with the functions of stocktaking library collections and answering readers’
enquiries.

We hope that through these plans, the libraries can keep abreast of the times.
Thank you, President.

MR CHAN HOK-FUNG (in Cantonese): Thank you, President. The Secretary
mentioned in the reply that there was a slight increase in the number of physical
books borrowed last year. However, we all know that e-books are the major trend
in the overall direction of development, and the Secretary has also mentioned this
point in the reply just now.

In general, the role and positioning of libraries need to be reviewed in the
light of the times. May | ask whether there is a timetable or plan for conducting
a comprehensive review of the positioning of libraries? This includes reviewing
the size of library collections, and even the spatial design of libraries, such as the
addition of study rooms and seminar rooms so that libraries can be put to their best
use.

SECRETARY FOR CULTURE, SPORTS AND TOURISM (in Cantonese):
Thank you, President, and | thank Mr CHAN for the supplementary question. The
answer is “definitely”. We all know that e-books are becoming increasingly
popular. As | mentioned in the main reply just now, the number of e-books in our
library collections has increased significantly by about 60% (57% to be exact) since
2019, which is indeed a significant increase.
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At the same time, in the past couple of years after the pandemic, we have
also seen an increase in the number of patrons returning to libraries to read and
borrow physical books and a decrease in the number of patrons borrowing e-books.
Therefore, | expect that there is still a need for physical books under the present
circumstances.

However, we will still enhance our e-book service because it has the
additional advantage of enabling our registered readers to enjoy reading without
leaving their homes. Thus, we would like to promote the service.

On the other hand, Mr CHAN mentioned just now whether the positioning,
functions and nature of different libraries (particularly new libraries) will keep
abreast of the times.  This is definitely the case.

This is the case particularly when old districts are being redeveloped, and
one example is the reprovisioning of the library in Wah Fu Estate discussed this
morning. The library is only a relatively simple and traditional small library at
present, and after the completion of the new library in the future, the population in
the area near Wah Fu Estate and the five reception estates will double, and it is
believed that a lot of young families will move into the area too. Therefore, we
need to adjust our current positioning and pay more attention to the reading needs
of young people and children, while catering for the reading needs of the elderly at
the same time.

Therefore, we will consider these needs in planning every library. A
concrete example is the Sham Shui Po Public Library. Although the library has
just been completed and commissioned recently, as mentioned in the main reply, it
can cater for different needs. We will be applying more smart technology in
general in the future, and this is the trend. Thank you, President.

MR KENNETH FOK (in Cantonese): President, my original supplementary
question is about e-books, but since the Secretary has already spoken about the
subject, | am not going to repeatit. 1 would like to raise my question from another
angle, that is, outreach services.

As mentioned in the main reply, there are public libraries in all districts, but
the promotion of reading should not be confined to libraries, it should go beyond
the libraries. Apart from young children, elderly people also have reading needs.
In Canada, for example, libraries provide a book delivery service by sending their
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staff to regularly deliver books and CD-ROMs to residential homes for the elderly
so that the mobility-impaired elderly persons can read and watch the materials,
which is also a way to promote reading.

| would like to ask the Secretary or the Bureau whether consideration will
be given to making reference to the practice of other libraries and cooperating
more with different departments and teams (such as the Social Welfare Department
or the Community Care Teams in the 18 districts), so as to bring books and the
idea of “Reading for AIll” to every locality of the community. Thank you,
President.

SECRETARY FOR CULTURE, SPORTS AND TOURISM (in Cantonese):
Thank you, President, and | thank Mr FOK for the supplementary question. Our
public libraries, apart from providing book lending services, have been working
with local organizations or non-profit making organizations to provide
community-based library services through the
“Libraries@neighbourhood—Community Libraries Partnership Scheme”. Going
into more detail, we provide block loans of books, which includes book delivery
service mentioned by the Member.

In fact, apart from the libraries mentioned earlier, we now have 197
community libraries with over 760 000 items of library materials. In CLRs—a
relatively new concept—in Hung Hom and Sham Shui Po, we have also lent books
and placed them in CLRs so that children in need, especially those living in
sub-divided units, can have access to them.

In addition, we have set up community libraries in seven social welfare
organizations that mainly serve the elderly, such as Neighbourhood Elderly
Centres, Day Care Centres for the Elderly and elderly service centres. The
Housing Department, in which | served earlier, has come up with some concepts
under the “WELL*BEING” programme, hoping that more public spaces can be
created to enable mobile libraries to reach the public spaces of housing estates and
provide mobile library services there. | believe this measure will be particularly
helpful in housing estates where a large number of elderly people live, as the people
can borrow and return books by simply going downstairs. Moreover, despite our
efforts in promoting e-books, having a physical book in their hands may be a more
familiar way of reading for the elderly. We will only enhance, not reduce, our
services in this regard. Thank you, President.
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MS MAGGIE CHAN (in Cantonese): Thank you, President. According to the
Audit Commission’s Audit Report published in 2023, among the unpaid library fees
and charges of about $5.7 million that remained outstanding, $3.9 million (about
68%) were overdue fines and about $1.8 million (31%) were compensation for lost
library materials.

May | ask what targeted measures have been taken by the Administration to
recover the outstanding amount after the release of the Audit Report, and how
effective are they?

SECRETARY FOR CULTURE, SPORTS AND TOURISM (in Cantonese):
Thank you, President, and | thank Ms CHAN for the supplementary question. We
are aware of the situation, and that is why LCSD has adopted a multi-pronged
approach to step up the recovery of outstanding library fees and charges in recent
years after the release of the Audit Report. The measures include: starting from
September 2023, the suspension of the library card borrowing right of defaulters
has been brought forward from 60 days to 30 days after the default to urge
defaulters to settle the outstanding amount as soon as possible.  Secondly, we will
take legal proceedings through the Small Claims Tribunal to recover the
outstanding fees and charges. Thirdly, we will promote the libraries’ email
notification service and the personalized alert service of the mobile application so
that readers will be aware of or be reminded of their overdue items from the library
collection as soon as possible, and thereby arrange for the renewal or return of the
materials immediately to minimize the incidence of fines.

These measures are beginning to bear fruit, and by the end of March 2025,
the outstanding library fees and charges have been reduced to about $4 million,
representing a reduction of about 29% from the 2023 level. Of course,
improvement is still needed and we must examine whether these measures are
effective enough. If not, we may need to put in place further measures to ensure
that these outstanding amounts are repaid as soon as possible, and we will continue
to follow up on this. Thank you, President.

MS LILLIAN KWOK (in Cantonese): Thank you, President. E-books are a
subject of concern to me, and | am grateful to the Government for answering a
relevant question just now. The number of e-books still falls short of expectation,
and | hope that more e-books can be provided in the libraries.
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| would like to ask about plans to cater for the reading habit in the future.
Virtual reality (““VR”) libraries, which use VR technology to show the contents of
a book or historical information within the confines of a room, are being promoted
in a number of places.

May | know whether the Government has any plan or whether it will consider
setting up VR libraries to provide this kind of experience as part of our services in
its future development? If so, VR books should also be made available to schools,
instead of just lending out physical books currently. | hope the Government can
explain whether there is any preliminary plan in this regard. Thank you,
President.

SECRETARY FOR CULTURE, SPORTS AND TOURISM (in Cantonese):
Thank you, President, and | thank Ms KWOK for the supplementary question.
LCSD is currently promoting STEAM (Science, Technology, Engineering, Arts
and Mathematics) education through different types of library activities, such as
seminars on technology and our life, and 3D printing related to children’s STEAM
learning and applications. More of these activities will be organized to increase
the interest of the public (especially young people) in the relationship between
innovation and technology (“I&T”) and their daily lives, as well as promoting the
knowledge of I&T.

Therefore, under the Blueprint for Arts and Culture and Creative Industries
Development, we will consider people’s expectations in this regard when
reviewing the functions and design of libraries. In fact, VR is particularly useful
in providing information on history or geography. As the saying goes,
“Travelling brings about far greater benefits than mere book learning.”
Nowadays, apart from reading many books, we can also use images to learn more.
| think this is a very good suggestion, and I will bring it back to LCSD to consider
introducing more technology in this regard. Thank you, President.

MS YUNG HOI-YAN (in Cantonese): President, I think the responses this time
are very good and they make us rethink the value of libraries in the districts and
the community. It is worth noting that the number of physical books borrowed
and the number of library visitors have both increased.
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Interms of Hong Kong’s development, libraries are indeed a very good place
to visit, and my children often go to libraries to see different things, including those
in cultural activities. May | ask whether libraries will be listed as tourist
*““check-in”" spots in promoting tourism in the future? Thank you, President.

SECRETARY FOR CULTURE, SPORTS AND TOURISM (in Cantonese):
Thank you, President. Among the existing libraries, the Hong Kong Central
Library definitely has a “check-in” value. Apart from borrowing books, the
ground floor of the Hong Kong Central Library is often used for hosting painting
exhibitions, calligraphy exhibitions and other exhibitions, which are popular
attractions.

But for a library to become a “check-in” spot, | believe the first and foremost
condition is that the appearance of the building must be rather attractive. When
planning for new libraries, we will endeavour to find out how to make the design
more innovative without increasing the construction costs.  The reprovisioning of
the library in Wah Fu Estate discussed this morning is a good case in point.

Of course, we have to strike a balance. After all, a library is a place for
quiet reading, so we need to be careful if it becomes too busy. Thank you,
President.

PRESIDENT (in Cantonese): Fifth question.

Accelerating the implementation of railway projects

5. MR MICHAEL TIEN (in Cantonese): There are views that as the
Government is currently making vigorous efforts to develop the Northern
Metropolis, it should expedite the implementation of various railway projects, such
as the “Hung Kong Railway’” linking Hung Shui Kiu to Hong Kong Island and the
new cross-harbour railway between the coastal areas of Tuen Mun and Hong Kong
Island. In this connection, will the Government inform this Council:

(1) as the Government has indicated earlier on that the coordination of
railway projects by one single entity is conducive to maintaining
cost-efficiency, and that splitting part of the railway project works into
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a public works project may not be able to help enhance the efficiency
of such a project, but there are views that adopting the
public-private-partnership (““PPP”’) approach in taking forward the
railway projects (e.g. handing over to the Government the
infrastructure portion, which accounts for about 70% of the overall
works, while the MTR Corporation Limited will take charge of the
remaining portion of the electrical and mechanical works, which
accounts for about 30%) may expedite the progress of such works,
and the Government may also raise funds through bond issuance, and
even if the debt-to-Gross Domestic Product (*““debt-to-GDP”’) ratio
rises to 16% in the future, Hong Kong’s debt-to-GDP ratio will still
rank around 160 among some 170 economies, whether the
Government will proactively explore and implement the PPP option
in this regard; and

(2)  whether it will consider formulating a labour importation scheme
specifically for the railway projects, under which Mainland workers
who travel on a same-day-return basis and are not entitled to any
local benefits will be imported and exempted from the restriction that
their wages should not be less than the median monthly wages of local
workers in comparable positions, so as to reduce the cost of such
projects; if so, of the timetable; if not, the reasons for that?

SECRETARY FOR TRANSPORT AND LOGISTICS (in Cantonese):
President, following the principles of “infrastructure-led” and “capacity-creating”,
the Government is pressing ahead with a series of major transport infrastructure
projects in the Northern Metropolis (“NM?”) to strengthen the connectivity among
the various new development areas and with other districts, as well as to facilitate
Hong Kong’s better integration into the national development through the
construction of cross-boundary infrastructure.

The Government is carrying out preliminary planning and study for the
development of the Kau Yi Chau Artificial Islands (“KYCAI”) and related strategic
railway. The proposed strategic railway is primarily intended to enhance the
connectivity of the artificial islands with NM and the western part of Shenzhen,
and its alignment and programme will have to tie in with the planning of the
artificial islands. ~ After reviewing the priorities and overall strategy of the various
land creation and infrastructure projects, the Government considers that the



52

LEGISLATIVE COUNCIL — 21 May 2025

development pace of KYCAI could be eased. Separately, relevant departments
are conducting a planning and engineering study on the near-shore reclamation in
Lung Kwu Tan and the re-planning of Tuen Mun West area, and the transport
connectivity of the said area with other districts will be examined in the process.

In consultation with the Financial Services and the Treasury Bureau, the
Development Bureau (“DEVB”) and the Labour and Welfare Bureau, our reply to
the various parts of the question raised by Mr Michael TIEN is as follows:

1)

To ensure that NM and other strategic infrastructure projects can
proceed on schedule and benefit the economy and people’s livelihood
at an early juncture, the Government will leverage market resources
in a more flexible manner and adopt more diverse development
models.  All along, the Government would formulate the most
suitable implementation and financing arrangements of individual
new railway project taking into account the distinct characteristics and
specific circumstances of each project. Currently, railway projects
are mainly implemented under the “Rail-plus-Property” model which
has proven to be effective. The Government grants property
development rights having regard to the funding gap of the project,
while the railway company bears the commercial risks associated with
the design, construction, operation and maintenance of the railway.
Under this arrangement, the railway company would coordinate the
works for the property development as well as those for the railway,
which could enable synergy among the stations, depots and the
property development, and also create incentive for the railway
company to complete the railway project and thus enhance the value
of the property development as early as possible. Where
circumstances warrant, the Government does not preclude the
possibility to provide financial support for new railway projects
through or in combination with other means. In fact, there were
railway projects being taken forward using other approaches.

The current practice of having a single entity to implement a railway
project ensures seamless coordination across all aspects of the project,
from design to construction. This also helps ensure that the design
of the works fully takes into consideration cost-effectiveness, meeting
operational needs while keeping cost under control.  Splitting part of
the works of a railway project into public works of the Government
might not be able to help enhance the efficiency of the works due to
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interfaces between the works, and would also increase the
Government’s fiscal burden. With projects related to NM being
rolled out progressively, as well as other infrastructure projects with
socio-economic benefits, the Government will expand the scale of
bond issuance correspondingly. Over the five years covered by the
current Medium Range Forecast, the ratio of government debt to
Gross Domestic Product is expected to rise from the current 9.5% to
16.5%, which remains to be a prudent and manageable level. The
actual amount of bonds to be issued by the Government will take into
consideration the prevailing fiscal position, market response and
works progress. We will continue to adhere strictly to fiscal
discipline and ensure the fiscal prudence of our overall bond issuance
programmes and sustainability of our public finances.

The MTR Corporation Limited (“MTRCL”) has been playing a
pivotal role in driving Hong Kong’s development. We are aware of
public concerns about the possible pressure on MTRCL’s manpower
and resource when taking forward multiple new railway projects
simultaneously. The Government has reminded MTRCL’s
management of the need to strategically plan its treasury management,
and make financing arrangements through appropriate means such as
bond issuance having regard to its liquidity needs, so as to support the
corporation’s operation and continuous development. At the same
time, MTRCL must strictly control the costs and compress the
programmes of its railway projects in order to enhance the financial
viability of the projects.

To enhance speed and efficiency in implementing railway projects,
the Government will continue to optimize and streamline procedures
through “dual innovation” in policy and technology, so as to save
construction time and manpower. Subject to local circumstances
and existing legal framework, the Government is also actively
exploring ways to facilitate the use of Mainland’s construction
methods and capabilities in constructing cross-boundary railway
projects.  In addition, when taking forward independent new
railways or transport infrastructure projects, the Government will
consider introducing new entities in their implementation.  This
would not only help relieve the pressure on MTRCL, but also enable
new entities to introduce innovative technologies and bring in more
diverse financing sources.
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(2) The existing Labour Importation Scheme for the Construction Sector
(“the Construction Sector Scheme”) allows principal contractors of
eligible works contracts to apply for importation of labour. The
requirements for importing labour under the Construction Sector
Scheme are formulated by the Government in accordance with Hong
Kong’s labour policy. Principal contractors of railway projects may
also apply for importation of labour under this scheme as needed.

In the case of cross-boundary railway projects, the adoption of
Mainland construction teams would work better with the
above-mentioned idea of leveraging the Mainland’s construction
methods and capabilities and achieve maximum effectiveness.
Taking the subsea railway tunnel of the Hong Kong-Shenzhen
Western Rail Link (“HSWRL”) at the Deep Bay as an example, it
would be more efficient and cost-effective for the Shenzhen side to
construct the tunnel by unidirectional tunnelling method. The
Government will seriously study the implementation of specific
arrangements for employment of Mainland labour in cross-boundary
railway projects in light of the projects’ unique nature.

MR MICHAEL TIEN (in Cantonese): | would like to thank the Secretary for the
positive response to part (2) of the main question, which could significantly ease
Hong Kong’s financial burden. Many experts have told me that the full adoption
of the Mainland’s wage standards could result in a cost savings of nearly 30% for
a railway project.

If implemented in the future, the costs of the future ““Hung Kong Railway”’
Is expected to be significantly reduced by connecting the Hung Shui Kiu—Qianhai
Rail Link directly to Hong Kong Island West as the whole cross-boundary railway
with co-location arrangement in the Mainland will be completed. This will
greatly reduce the costs of the “Hung Kong Railway” and facilitate early
commencement of works, as experts believe that space can be reserved for two
additional underwater stations even if the KYCAI development project is to be
postponed. In this connection, we would like to ask the Bureau: What is the
progress of the study on this “Qianhai—Hong Kong Railway” which will
eventually provide cross-boundary connectivity in some years’ time?
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SECRETARY FOR TRANSPORT AND LOGISTICS (in Cantonese): Thank
you, President.  First of all, I will give a reply in two parts.

Regarding the construction of cross-boundary railways, if the Mainland’s
approach, including construction methods and equipment, is adopted, initially we
see benefits in terms of cost control and savings, with an expected reduction in
relevant costs of about 20%. As for Mr TIEN’s suggestion to use Mainland
labour, we need to consider the nature of cross-boundary railways; hopefully,
deploy Mainland construction teams may be deployed where the working
environment is appropriate. We will actively study this matter.

The Hong Kong West—Hung Shui Kiu Rail Link mentioned by Mr TIEN is
precisely a strategic railway to support KYCAI, and its specific alignment and
programme must tie in with the planning of the KYCAI project. The Government
will actively review the priorities and overall planning of various land formation
and infrastructure projects in order to formulate implementation strategies for
relevant projects.

For the time being, we aim to proceed prudently with the preliminary
planning and study of KYCAI as a whole. When taking forward a land
development project of such a massive scale, the current priority is to conduct
proper preparations in the study and planning stages, so that the project can be
implemented swiftly at an appropriate time in the future. Throughout the process,
we will consider the project’s external connectivity, including the possibility of
forming a strategic transport system to link up with Hong Kong Island West or NM.
Thank you, President.

MR YIU PAK-LEUNG (in Cantonese): Thank you, President and thank you,
Secretary. Convenient and diverse transport connectivity is key to consolidating
Hong Kong’s position as an aviation hub. | am pleased that the Bureau attaches
great importance to rail-air intermodal transport and endeavours to enhance the
connectivity between the Airport Express and the Express Rail Link, which can help
attract more Mainland visitors to “fly via Hong Kong”.

The Secretary mentioned in the main reply that the Government would ease
the development pace of KYCAI. However, according to the Hong Kong Major
Transport Infrastructure Development Blueprint, a southward extension was
originally planned for the Hung Shui Kiu—Qianhai Rail Link to link up with the
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Tung Chung Line or the Airport Express via Sunny Bay, and connect to the
artificial islands and Hong Kong Island West. Regarding the latter part, I will
not go into the details. | would like to ask the Secretary, given that the current
planning suggests that the development timeline of the artificial islands is still up
in the air, will the Government give priority to the construction of the section from
Hung Shui Kiu to Sunny Bay? Alternatively, will it explore the possibility of
connecting to Chek Lap Kok via the Tuen Mun South extension, so as to provide
further convenience to residents in the vicinity of Tuen Mun and NM with railways,
while attracting more residents in the Greater Bay Area (““GBA’) to use Hong
Kong’s railways and airport? Thank you, President.

SECRETARY FOR TRANSPORT AND LOGISTICS (in Cantonese): | thank
Mr Y1U for the supplementary question. The HSWRL project will connect the
Hung Shui Kiu/Ha Tsuen New Development Area to Qianhai, thereby
strengthening the linkage between NM and the Guangzhou-Shenzhen innovation
and technology corridor. In the long run, as mentioned by Mr Y1U, we strive to
be flexible with the design of the Shenzhen and Hong Kong sections of the project
to allow northward and southward extensions, thereby catering to future
cooperation between Hong Kong and Shenzhen and the needs of regional
development.

We remain open and positive towards the suggestion made by the Member,
including future development of intermodal transport and proper connectivity with
the Hong Kong International Airport (“HKIA”). We hope that a timely review
will be conducted to examine the feasibility of enhancing the connection between
the HSWRL project and HKIA.  We will also consider Mr Y1U’s suggestion to
improve connectivity with Sunny Bay or other locations.

Of course, the most important railway section remains the link between
Hung Shui Kiu and Qianhai. While we will not ease off the development due to
the critical time factor, we will examine the feasibility of an extension to HKIA.
In addition, we will consider other connection systems beyond railways, including
smart and green transit systems in the future, and the new generation of transport
interchange hub to be developed in Hung Shui Kiu, so as to improve its
accessibility as well as connectivity to HKIA. Thank you, President.
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IR CHAN SIU-HUNG (in Cantonese): President, the Secretary mentioned in the
main reply that the Government is actively exploring ways to facilitate
cross-boundary railway projects and utilize the Mainland’s construction
approaches and capabilities, which | strongly support.

As we all know, there are differences between Hong Kong and Shenzhen in
design, planning, construction, and building standards. However, the relevant
standards in the Mainland are very advanced, with some even receiving
international recognition.  Our country’s railway network has exceeded
160 000 km, with exceptional capabilities in terms of construction experience,
standards, as well as the use of new materials and innovative construction
techniques. Hong Kong’s standards have been in place for many years; some
remain applicable, but others are due for review. May | ask the Secretary when
taking forward railway projects, especially cross-boundary ones, in the future,
whether there will be interface between Guobiao (national standards) and Hong
Kong standards or European standards, and whether consideration will be given
to the formulation of the Guangdong-Hong Kong-Macao Greater Bay Area
standards to demonstrate a bold mindset to break new ground?

SECRETARY FOR TRANSPORT AND LOGISTICS (in Cantonese): Thank
you, President, and | thank Ir CHAN for the supplementary question. AS
Ir CHAN said, our country is a modern railway powerhouse with world-leading
railway construction capabilities, and cross-boundary railway projects provide
opportunities for us to leverage the Mainland’s construction methods and
capabilities to enhance efficiency and cost-effectiveness while keeping our railway
standards up-to-date.  Our current cross-boundary railway projects include
HSWRL (Hung Shui Kiu to Qianhai section) mentioned in this oral question, as
well as the Northern Link (“NOL”) Spur Line. Therefore, | hope we can “walk
on two legs” so to speak.

Regarding these two cross-boundary railway projects which we must
actively and expeditiously take forward, there are relevant provisions in existing
legislation which provide us with the room and flexibility to adopt national railway
construction standards in cross-boundary railway projects designated as pilots or
special projects. We will also adhere to the principle of safety protection in the
vetting and approval procedures.
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Meanwhile, we need to consider the issue of interface. For example, can
Hong Kong take the lead in establishing a set of railway standards for GBA? The
Building Technology Research Institute under DEVB is conducting a detailed
study on the interface of these standards, and | think we need to actively pursue
these efforts concurrently. However, this does not mean that our interface process
will slow down the progress of adopting national standards and the Mainland’s
approaches in the two major cross-boundary railway projects. Thank you,
President.

MR ANDREW LAM (in Cantonese): Thank you, President. The Secretary
mentioned in the main reply that our “‘Rail-plus-Property development™ model
remains effective. | believe that while this still rings true, its actual effectiveness
Is greatly reduced amid strained economic development, significant slowdown in
population growth and an ageing population. Despite these issues, we need to
proceed with the construction of several railways. Will the Government or
MTRCL encounter cash flow or return on investment problems? From what |
have seen, they will have to deal with both challenges.

| am pleased that the Secretary did not rule out other approaches to project
implementation in the reply. In particular, in respect of HSWRL, while we can
split the project into construction and operation, in respect of the construction
works, how do we ensure a good return on investment in light of the current
economic condition, especially with a downturn in the property market? How can
we attract investment? | think these factors raise significant doubt on the
projects. Under such circumstances, | think the Government should take a more
proactive approach from the outset, focusing on driving economic development and
population growth before addressing the issue of return on investment. My
supplementary question is whether the Secretary agrees with my view. Thank
you, President.

SECRETARY FOR TRANSPORT AND LOGISTICS (in Cantonese):
Mr LAM has raised a supplementary question that covers a lot of ground, and while
it may not be fully addressed in a few words, | will give a brief response.

First of all, we have commissioned MTRCL to construct several railway
projects, including the Tung Chung Line Extension, Oyster Bay Station, Tuen Mun
South Extension, NOL Phase 1 Kwu Tung Station, and Hung Shui Kiu Station.



LEGISLATIVE COUNCIL — 21 May 2025 59

Most of these projects are taken forward under the *“Rail-plus-Property
development” model by MTRCL under the “ownership” approach. In fact, in
taking forward these projects, the current-term Government has already optimized
the “Rail-plus-Property development” model. In future major railway projects,
there will be small-scale spur lines, as well as larger-scale strategic railways
connecting to NM. At present, the area may not be densely populated, but its
development potential will be unleashed in the future. Therefore, as Mr LAM
said, actively promoting economic, population and industry growth is an important
factor. This also plays a crucial role in our negotiations with MTRCL regarding
the “Rail-plus-Property development” model, which can influence future estimates.

Secondly, I believe that regarding one of the cross-boundary railways, i.e.
the NOL Main Line and Spur Line, MTRCL is actively exploring ways to minimize
costs and improve economic efficiency through synergy between the two lines.
As | mentioned in the main reply, notwithstanding the public’s aspiration for bond
issuance by the Government, we hope that MTRCL can fully utilize its financing
options to devise a proper plan for the next few years, both in terms of return on
investment and cash flow, thereby collaborating with the Government to take
forward the urban design and development of NM in the future. Thank you,
President.

PRESIDENT (in Cantonese): Last question seeking an oral reply.

Supporting the freight and logistics sector

6. MR FRANKIE YICK (in Cantonese): President, there are views pointing
out that although the United States (““US”’) has seen its ranking as Hong Kong’s
major important trading partner decline in recent years, the imposition of high
tariffs on Hong Kong goods and the elimination of the duty-free de minimis
treatment for small parcels continue to have a significant impact on Hong Kong’s
freight and logistics sector. Members of the sector have predicted that the US
tariff trade war against China will lead to a sustained decline in Hong Kong’s
freight volumes and could trigger an immediate supply chain disruption crisis, and
the measures taken under the five major strategies as indicated earlier on by the
Secretary of Transport and Logistics will be difficult to see results in the short term.
In this connection, will the Government inform this Council:
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(1) whether it has assessed the specific impact of the tariff trade wars
launched by US to date on Hong Kong’s freight and logistics sector
(including sea, land, and air transport);

(2) in order to make up for the shortfall resulting from the loss of the US
market and to consolidate Hong Kong’s position as a regional
logistics hub, of the short-term measures taken by the authorities to
assist the logistics sector in accelerating the development of new
markets; and

(3) inresponse to cash flow problems faced by logistics companies due to
shipment delays or cancellations caused by the tariff trade wars, of
the support measures put in place by the Government, such as the
consideration of providing low-interest loans to these companies to
address their immediate needs?

SECRETARY FOR TRANSPORT AND LOGISTICS (in Cantonese):
President, Hong Kong has long supported and upheld the multilateral trading
system. The imposition of tariffs and other trade protectionist measures by certain
countries not only disregards Hong Kong’s status as a free port with zero tariffs,
but also damages the global multilateral trading system. Such measures disrupt
global supply chains, harming all parties involved including the implementing
countries themselves.

As previously announced by the Chief Executive, in response to the relevant
developments, the Government will strengthen its strategy in seven areas, including
to fully seize the opportunities in our country, China’s development, and actively
integrate into the national development; to strengthen international exchanges and
deepen regional ties and cooperation; to accelerate industrial transformation; to
intensify efforts to develop technological innovation; to vigorously advance
international financial cooperation; to proactively attract foreign companies and
capital to establish in Hong Kong; and to provide various support to help Hong
Kong enterprises.

Having consulted the Commerce and Economic Development Bureau and
the Hong Kong Monetary Authority (“HKMA?”), our reply to Mr Frankie YICK’s
question is as follows:
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(1)

(2)

Hong Kong recorded a 3.2% year-on-year increase in air cargo
volume in the first quarter of this year, reaching 1.16 million tonnes.
Container throughput of our port also grew by 2.7% year-on-year to
approximately 3.4 million twenty-foot equivalent units. The
observed growth in cargo volumes is believed to be attributable to
shippers’ urgency to ship goods ahead of the anticipated
implementation of reciprocal tariffs. Recently, our country and the
United States (“US”) have reached a provisional agreement to reduce
bilateral tariffs for 90 days. It is expected that shippers will
maximize shipments during this window. However, it is expected
such volume growth is unlikely to be sustained. In fact, the negative
impact of the reckless imposition of tariffs by US on global trade will
be far-reaching. The overall global trade volume is expected to fall,
and the logistics industry will inevitably be affected.

In light of the new international trade environment, we must make
preparations to avoid and mitigate risks while seizing new
opportunities arising from the changing landscape. To this end, the
Transport and Logistics Bureau will closely monitor developments,
maintain proactive engagement with the trade, and lead Hong Kong’s
logistics sector to cope with challenges by adopting five major
strategies.

Firstly, we will explore emerging markets including the Middle East
and the Association of South East Asian Nations (“ASEAN”), while
continuing our collaboration with the Hong Kong Logistics
Development Council to promote Hong Kong’s logistics advantages
by conducting promotional visits to and exploring other markets along
the “Belt and Road”. Secondly, we will strengthen collaboration
with ports located in the Guangdong-Hong Kong-Macao Greater Bay
Area, and establish a comprehensive “rail-sea-land-river” intermodal
transport system, thereby developing new cargo sources. Thirdly,
we are actively studying the exemption of the import and export
licence requirements for certain products to attract more transhipment
cargoes. Fourthly, we will deepen international port and shipping
cooperation by pursuing digitalization and green and smart
transformation of our port to enhance Hong Kong’s port
competitiveness.  Fifthly, we will further expand Hong Kong’s
maritime and aviation networks to diversify our markets and reduce
reliance on the US market.
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3)

The SAR Government has been assisting small and medium
enterprises (“SMEs”) in addressing challenges and maintaining
competitiveness amid a complicated and ever-changing economic
environment through various funding schemes and support measures.
As regards alleviating cash flow pressure, the Government has kept
on enhancing the SME Financing Guarantee Scheme (“SFGS”) so as
to meet the financing needs of SMEs during the economic downturn,
Borrowing enterprises under SFGS (including enterprises in the
logistics sector) are now allowed to apply for principal moratorium
arrangement for up to 12 months (the application period will last until
17 November 2025), and the maximum loan guarantee periods of the
80% and 90% Guarantee Products be extended to 10 years and 8 years
respectively. At the same time, the partial principal repayment
options will be offered to new loans so as to provide more repayment
flexibility.

HKMA, together with the banking sector, introduced in April 2025
additional support measures to further assist SMEs in obtaining bank
financing and in their upgrade and transformation. In addition, all
the 18 participating banks in the Taskforce on SME Lending have
reaffirmed their commitment to actively implementing the “9+5”
SME support measures launched by HKMA and the banking sector in
2024. Referencing the principles under the Pre-approved Principal
Payment Holiday Scheme, the banking sector will continue offering
flexible repayment arrangements and deferment of repayment period.
The total amount of dedicated funds for SMEs set aside by these banks
in their loan portfolio has increased from $370 billion in October 2024
to more than $390 billion at present.

As regards export credit insurance, further to the 2024 Policy Address
Initiative on increasing the maximum indemnity percentage of the
Hong Kong Export Credit Insurance Corporation (“ECIC™) to 95%,
ECIC already launched three more support measures on 10 April
2025, including extending the free pre-shipment cover for holders of
the Small Business Policy (“SBP”); offering a 50% discount on
pre-shipment risks to cover premiums for non-SBP holders; and
aligning the premium rates for new markets with those for traditional
markets to assist exporters in tapping into the new markets. ECIC
will also provide 20 additional free credit assessment service on the
buyers in the Mainland, ASEAN and Middle East, collaborate with
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various financial institutions to provide financing support for
e-commerce, and providing credit insurance for export services
relating to multinational supply chain to support Hong Kong export
trade. Thank you, President.

MR FRANKIE YICK (in Cantonese): President, first of all, | thank the Secretary
for the detailed explanation in part (3) of the main reply regarding the financial
support provided by the Government, HKMA and the banks to all SMEs, not just
those in the freight and logistics sector.

However, | would like to inform the Secretary that several Members from
the business sector and | met with HKMA and the banking sector on 8 April this
year to discuss how the banking sector could support SMEs in Hong Kong amid
the trade wars between China and US.  After the discussion between HKMA and
the banking sector, a press release was indeed issued about the “9+5” measures,
calling on—I emphasize, calling on—the banking sector to do its utmost to assist
SMEs facing short-term cash flow problems. However, some members of the
banking sector have indicated that without clear guidelines from HKMA, banks
would be unable to provide assistance due to failure in passing through internal
compliance reviews or the so-called ““risk assessments™.

In this connection, will the Secretary help relay this request to HKMA for
issuing clear guidelines to the banking sector, so as to provide SMEs with a
principal moratorium arrangement similar to that available during the epidemic
to resolve their short-term cash flow problems?  Will banks offer SME applicants
automatically with a transitional arrangement of deferred repayment (e.g. 60 or
even 90 days), provided that certain conditions are met, such as a good credit
history?

PRESIDENT (in Cantonese): Which official will answer? Under Secretary for
Commerce and Economic Development, please reply.

UNDER SECRETARY FOR COMMERCE AND ECONOMIC
DEVELOPMENT (in Cantonese): Thank you, President, and | thank Mr YICK
for the supplementary question. To my understanding and knowledge, HKMA
and the banking sector have introduced support measures for specific industries.
For example, in respect of the import and export and construction industries, the
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banking sector has agreed to provide flexible extensions to the repayment of trade
facilities or offer suitable credit arrangements, such as allowing repayment in
instalments, providing partial principal repayment options or even principal
moratoriums. As Members are well aware, HKMA and the banking sector have
established the Task Force on SME Lending, and we will also reflect Mr YICK’s
suggestion to the Task Force. The Task Force will offer help to various industries,
including shipping, transport, and logistics, at both the enterprise and industry
levels to address obstacles in loan applications and other difficulties related to
banking services. We will reflect the views to the Task Force. Thank you,
President.

IR LEE CHUN-KEUNG (in Cantonese): Thank you, President. Since its
inauguration, the TRUMP administration of US has implemented unilateral
protectionist measures, erected trade barriers and imposed excessive tariffs, with
new and escalating actions introduced daily. This has put many exporters and
re-exporters under immense pressure, as they are worried that goods delivered to
US will be returned by the buyers.

| am very grateful to ECIC for introducing special enhanced measures,
including making claims payment to a policyholder suffering losses according to
the terms and conditions of the policy if the buyer cancels a binding and valid
contract or becomes insolvent before shipment.  President, | would like to ask the
Secretary whether exporters and re-exporters in Hong Kong will be covered by
insurance policies taken out through ECIC if their contracts include a clause
allowing the return of goods due to a sudden and drastic increase in tariff rates?
Thank you, President.

UNDER SECRETARY FOR COMMERCE AND ECONOMIC
DEVELOPMENT (in Cantonese): | thank the Member for the supplementary
question. First of all, ECIC will continue to monitor the market situation, and we
have put in place a number of enhanced measures to offer pre-shipment and
post-shipment support, which will continue to be in force under a risk-controlled
environment.

As regards the situation mentioned by the Member where a contract has been
signed, we suggest that both the buyer and the seller should review the contract
terms, including which party is responsible for paying the relevant taxes under the
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contract in the event of a further tariff increase. If a contract has not been signed
yet, we suggest that both the buyer and the seller should incorporate the relevant
clauses into the contract. As | said just now, despite market uncertainties, ECIC
will not tighten credit and will endeavour to approve credit limit applications where
risks are controllable, so as to meet market demand. Thank you, President.

DR SO CHEUNG-WING (in Cantonese): President, owing to the advantages in
its system and international status, Hong Kong has long played an important role
as a trade intermediary through re-export trade, resulting in a thriving freight and
logistics industry.  Last year, Hong Kong’s total exports amounted to
US$582.4 billion, of which US$574 billion were re-exports. It implies that over
98% of Hong Kong’s exports were not locally produced but originated from other
places, especially the Mainland. One can envisage the impact on Hong Kong if
the current tariff trade wars persist. Therefore, | would like to ask whether the
Government has examined the precise impact on Hong Kong’s freight and logistics
industry of the current 30% tariff levied on goods upon entry into US?  Accurate
predictions are essential for ensuring the effectiveness of government policies.
Thank you.

PRESIDENT (in Cantonese): Which official will answer? Under Secretary for
Commerce and Economic Development, please reply.

UNDER SECRETARY FOR COMMERCE AND ECONOMIC
DEVELOPMENT (in Cantonese): Thank you, President, and | thank the Member
for the supplementary question. As we have previously explained to the public,
under the tariff trade wars, the direct impact of increased tariffs on Hong Kong’s
direct exports and indirect exports—as mentioned by the Member—is relatively
small. However, in terms of indirect impact, as the Member said just now, Hong
Kong is a significant player in re-exports, which is bound to be affected by the
global economic and trade environment. Therefore, we will continue to monitor
the situation, including the key point mentioned by the Member, i.e. apart from the
impact on exports to US, how substantial is the impact on exports to different
economies around the world? We will also continue to do our best to explore
emerging markets. For example, the Chief Executive led a delegation to visit
emerging economies, including the Middle East and ASEAN, to mitigate or
diversify the risks faced by the business sector. Thank you, President.
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DR HOEY SIMON LEE (in Cantonese): Thank you, President. To overcome
the challenges in international logistics and consolidate Hong Kong’s status as a
hub, it is important to enhance logistics efficiency and cost savings, and the
development of smart logistics is particularly crucial. To this end, we must
construct smart warehouses to offer infrastructure support. In this regard, |
would like to ask whether the Bureau has taken measures to encourage and support
the development of smart and high-tech warehouses by the industry. Thank you.

PRESIDENT (in Cantonese): Which public officer will reply? Secretary for
Transport and Logistics, please reply.

SECRETARY FOR TRANSPORT AND LOGISTICS (in Cantonese): Thank
you, President, and | thank Dr LEE for the supplementary question. In fact, the
Action Plan on Modern Logistics Development promulgated last year identifies the
development of smart logistics as one of the important strategies. We have
implemented a number of measures to promote and facilitate the development of
smart logistics, especially warehousing.

Currently, in the vicinity of the Kwai Tsing Container Terminals, we have
reserved land for logistics companies to build multi-storey buildings for logistics
development, with a view to attracting smart warehouse operators.

As for the logistics industry as a whole, we have recently rolled out
enhancements to the Pilot Subsidy Scheme for Third-party Logistics Service
Providers to provide subsidies to the industry. We can offer support to industry
players if they need to purchase or install systems or other products related to smart
logistics.

Thirdly, we will reserve over 30 ha of land in Hung Shui Kiu in the Northern
Metropolis.  This business-oriented initiative aims to attract advanced and leading
smart logistics providers to move in, thereby driving the overall development of
the industrial chain in the area. These measures will help Hong Kong move
towards high value-added smart logistics. Thank you, President.
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MR HOLDEN CHOW (in Cantonese): President, the TRUMP administration is
indeed unreliable due to its ever-changing policies. Inthe long run, I believe that
exploring markets outside US is the best solution.

However, upon the agreement between our country and US to suspend
certain tariffs, it has been reported that orders from US are beginning to return.
| would like to ask whether the Bureau has liaised with the industry to grasp the
situation about these unexpected orders? As the rapid resurgence of orders
requires immediate shipment and proper logistics arrangements as a whole, how
does the Bureau manage the situation? Besides, are there any sudden hikes in
logistics costs? What is our response to the drastic changes and unexpected
orders that need to be processed? Thank you, President.

SECRETARY FOR TRANSPORT AND LOGISTICS (in Cantonese): Thank
you, President. Regarding the situation mentioned by Mr CHOW, we are in close
communication with the industry on this issue and we can share the current
situation with Members.

Regarding air freight, about 30% of the cargoes are Mainland products
delivered to the US market via Hong Kong. Our air freight capacity can be
increased and adjusted as appropriate due to the extensive route network and
frequent flights in Hong Kong, which allow for quick arrangements. We will also
adopt a flexible charter arrangement to assist with processing delivery and
transhipment orders as far as possible. We will make every effort in this kind of
work.

Regarding sea freight, the industry has witnessed diverse development for
some time. For Hong Kong, North America no longer holds a large market share
in sea freight, and other emerging markets are the major players. This implies a
potentially smaller impact on our port. However, we notice that the Mainland has
recently increased raw material imports from Southeast Asia to manufacture
products for export to US. Therefore, our port’s existing shipping routes to
Southeast Asia will strive to support the industry in terms of shipping schedules,
routes and vessels. Thank you, President.
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WRITTEN ANSWERS TO QUESTIONS

Managing passenger flows at land boundary control points

7. PROF WILLIAM WONG (in Chinese): It has been reported that during
the Labour Day Golden Week holiday on 2 May when a large number of Mainland
tourists visited Hong Kong, the mobile network and Wi-Fi system at MTR Lok Ma
Chau Station were overwhelmed as a large number of passengers simultaneously
used their mobile phones to scan QR code tickets to enter and leave via turnstiles,
and thus a significant number of passengers were stranded. In this connection,
will the Government inform this Council:

1)

(2)

©)

(4)

whether it has compiled statistics on the number of passengers
stranded at Lok Ma Chau Station on 2 May due to the failure of the
mobile network and station Wi-Fi system;

as passengers were being stranded at Lok Ma Chau Station on 2 May,
whether the Government has communicated with relevant Mainland
authorities to notify passengers who intended to enter Hong Kong via
the Lok Ma Chau Spur Line Control Point that they should use
alternative boundary control points (“BCPs”); given that Shenzhen
Metro Line4 is operated by the MTR Corporation Limited
(“MTRCL""), whether the Government has urged MTRCL on the same
day to immediately notify passengers travelling on Line 4 of the
passenger stranding situation at Lok Ma Chau Station and called on
them to cross the border via alternative BCPs;

whether the SAR Government has conducted drills with relevant
Mainland authorities regarding unexpected incidents at BCPs and
formulated various contingency plans; and

whether simulation tests have been conducted at all BCPs to establish
coordination mechanisms and joint response measures between the
Mainland and Hong Kong for handling peak passenger flows and
potential unexpected incidents (including emergency situations such
as malfunctions of immigration systems, baggage and security
screening system failures, and railway service disruptions); if so, of
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the time when such tests were conducted; if not, whether such tests
will be conducted in the future?

The written reply provided by the Secretary for Transport and Logistics on
21 May 2025 is in Appendix 1.

Dental care services for the elderly

8. MS JOEPHY CHAN (in Chinese): In recent years, | have received from
time to time requests for assistance regarding the failure of effective interface and
coordination among different dental support services for the elderly, including
cases where some elderly persons, after participating in the Outreach Dental Care
Programme for the Elderly (*“Outreach Programme™) under the Department of
Health (““DH”’) and receiving free oral check-up, were not being treated on site
and only referred to other services due to the nature of their dental problems; but
when they subsequently applied for the Elderly Dental Assistance Programme of
the Community Care Fund (““CCF Programme™) for treatments such as the fitting
of dentures, they were rejected due to a restriction in the eligibility criteria
(i.e. applicants should not have benefited from the Outreach Programme), thus
leaving them in the predicament of “no treatment after check-ups™. In this
connection, will the Government inform this Council:

(1) as there are views that the current situation where elderly persons
who have participated in the Outreach Programme but not being
treated on site were unable to apply for the CCF Programme has
prejudiced their rights and interests, and the gradual enhancement of
services provided under the CCF Programme last year has yet to deal
with the aforesaid situation, whether the Government will introduce
further enhancement measures to put in place a relevant waiver
mechanism and approve applications of special cases in the light of
the actual situation; if so, of the details; if not, the reasons for that;

(2)  of the existing monitoring mechanism for the Outreach Programme,
including how the Government ensures that the service quality and
follow-up workflow can effectively respond to the actual needs of
elderly persons, and whether it has inspected the service records of
the outreach teams on a regular basis (e.g. the interface and follow-up
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(3)

(4)

()

of referrals after door-to-door inspection, the level of satisfaction and
rate of complaint);

whether at present, elderly persons will be clearly informed by the
relevant government departments that they will not be able to apply
for CCF when they participate in the Outreach Programme and be
required to sign a written statement to confirm their
acknowledgement; if not, whether additional measures will be put in
place to ensure that elderly persons participating in the Outreach
Programme are well-informed, so as to avoid misunderstanding;

whether, in the long run, the Government will promote
cross-departmental collaboration among DH, Social Welfare
Department and CCF, so as to consolidate resources for outreach
check-ups and subsidized treatments, e.g. establishing one-stop
services from check-up, referral to treatment, so as to achieve
seamless interface and avoid repetitive examination, thereby
enhancing policy efficiency and users’ experience; and

as some elderly persons have relayed that while the Government had
emphasized the wider scope of treatments under the Outreach
Programme than the CCF Programme, the treatment resources under
the Outreach Programme might not be able to meet the demand for
on-site treatment in a timely manner, whether the Government will
allocate resources to expand the scope of treatment services provided
by the outreach teams and provide additional on-site treatment items?

The written reply provided by the Secretary for Health on 21 May 2025 is in

Appendix 1.

Asbestos cement pipes

9.

MR LAM SAN-KEUNG (in Chinese): According to government
information, the use of ashestos cement pipes in Hong Kong has been discontinued
since January 1986, but such pipes still exist in the existing water supply systems.
In this connection, will the Government inform this Council:

1)

of the length of asbestos cement pipes in Hong Kong’s water supply
systems at present and the districts in which such pipes are mainly
located;
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(2) given the potential danger of asbestos to human health, whether the
authorities will consider giving priority to replacing the existing
asbestos cement pipes; if so, of their plans; if not, the reasons for that;
and

(3) asitis learnt that the authorities need to carry out works involving
asbestos-containing materials in a safe manner pursuant to the law,
whether the authorities engage outsourced contractors to handle
works involving asbestos cement pipes; of the costs incurred by the
Government in handling works involving asbestos cement pipes in the
past three years?

The written reply provided by the Secretary for Development on 21 May 2025 is
in Appendix 1.

Joint University Programmes Admissions System

10. IR GARY ZHANG (in Chinese): It is learnt that applicants who wish to
apply for admission to the programmes under the Joint University Programmes
Admissions System (““JUPAS”") should submit their applications by the deadline in
December of the year preceding the intended school year of admission.
Applicants who have missed the deadline may typically submit late applications
from December of the same year to May of the following year. In this connection,
will the Government inform this Council whether it knows the number of
applications processed under JUPAS in each of the past five years and this year to
date, and the number of late applications among them (with a tabulated breakdown
by the type of documents held by the applicants (i.e. LS1 to LS9))?

The written reply provided by the Secretary for Education on 21 May 2025 is in
Appendix 1.

Public footbridges

11. MS DOREEN KONG (in Chinese): Since the 1960s, with the growth of
Hong Kong’s population and economy, the Government has employed footbridges
to grade separate vehicular and pedestrian traffic, so as to improve road safety
and traffic flow capacity. In this connection, will the Government inform this
Council:
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(1) of the current number of public footbridges (“footbridges’) in Hong
Kong and, among them, the number of those equipped with lifts;
whether the authorities have plans to install lifts at footbridges not yet
equipped with lifts to facilitate public use in the future;

(2) of the current criteria for the construction of footbridges; whether the
authorities have established a regular monitoring mechanism to track
the utilization rate of footbridges (e.g. by installing monitoring and
counting devices), and incorporated such usage data into the
standards for future footbridge construction; if so, of the details; if
not, the reasons for that; and

(3) asitislearnt that many experts and academics have conducted studies
In recent years on the social impact of footbridges, such as the benefits
of opening up public spaces on the Mong Kok Footbridge, and that
Dubai’s “Dubai Walk Master Plan” has reportedly incorporated
various elements into walkway design to transform them into meeting
places and spaces for social interaction, whether the authorities have
now obtained relevant data and empirical evidence to further optimize
the use of public spaces on footbridges; if so, how the authorities plan
to enhance existing footbridges; if not, of the reasons for that?

The written reply provided by the Secretary for Transport and Logistics on
21 May 2025 is in Appendix 1.

Licensing Examination of Medical Council of Hong Kong

12. MR KINGSLEY WONG (in Chinese): There are views that the content of
the Licensing Examination (““LE’”) administered by the Medical Council of Hong
Kong (“MCHK?”) is too difficult and its syllabus far exceeds clinical needs,
resulting in low pass rates. However, there are also views pointing out that
despite its high level of difficulty, LE can ensure that passing candidates are
capable of coping with the medical environment in Hong Kong. In addition, a
member of the public has relayed to me that he had requested past LE examination
papers and the relevant examination information from the Department of Health
(“DH”), but DH pointed out that such information was in the possession of MCHK,
which refused to disclose it. In this connection, will the Government inform this
Council:


https://www.legco.gov.hk/yr2025/english/counmtg/hansard/cm20250521-translate-e.pdf#nameddest=app_01_11

LEGISLATIVE COUNCIL — 21 May 2025 73

(1) whether it has studied if the authorities have the power to access or
require MCHK to submit and disclose information, including the
examination papers and marking criteria of LE; whether DH has
reviewed the LE examination papers and kept full records of the
relevant examination materials; if so, of the details; if not, the reasons
for that;

(2) as there have been criticisms that the inclusion of a large number of
questions on specialties and rare diseases in LE is a deliberate
attempt to create difficulties for overseas candidates, how the
authorities ensure that the difficulty of LE examination papers is at a
reasonable level while respecting the professional autonomy of
MCHK; whether the Director of Health or his/her representative, as
an ex officio member of MCHK, has participated in the design of LE
examination papers, including giving opinions on the scope and
questions of the examination; if so, of the details; if not, the reasons
for that;

(3) as there are views that MCHK’s non-disclosure of past LE
examination papers undermines candidates’ learning and makes it
difficult for the community to fairly assess the difficulty of the
examination papers, whether the authorities and MCHK will explore
the disclosure or restricted disclosure of past LE examination papers;
if so, of the details; if not, the reasons for that; and

(4) as there are views pointing out that the *“Useful Resources” on
MCHK’s current website are too simplistic and the number of
“Sample Questions™ available is insufficient, whether it knows if
MCHK will enhance its website and introduce measures to further
facilitate overseas candidates in preparing for LE?

The written reply provided by the Secretary for Health on 21 May 2025 is in
Appendix 1.
Measures for elderly residents to retire in the Mainland

13. DR DENNIS LAM (in Chinese): It is learnt that moving north for
retirement has become a growing trend in recent years, and the Government has
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been proactively promoting cross-border elderly care measures to facilitate
retirement of Hong Kong elderly residents in cities of the Guangdong-Hong
Kong-Macao Greater Bay Area (“GBA”). In this connection, will the
Government inform this Council:

(1) ofthe respective latest numbers of participants in the Residential Care
Services Scheme in Guangdong and the Pilot Scheme for Elderly
Comprehensive Social Security Assistance Recipients to Reside in
Residential Care Homes in Guangdong;

(2) of the respective numbers of Hong Kong elderly residents currently
living in GBA Mainland cities who are receiving (i) Comprehensive
Social Security Assistance, (ii) Old Age Allowance, and (iii) Old Age
Living Allowance;

(3) whether it has considered establishing an integrated cross-border
elderly care information platform to facilitate elderly residents who
wish to retire in GBA Mainland cities and their families in accessing
more comprehensive and up-to-date policy information and service
guidelines; if so, of the details; if not, the reasons for that; and

(4) whether it has conducted any survey on the needs of Hong Kong
middle-class elderly residents seeking to retire in the Mainland
(including healthcare and everyday needs), and explored how to
provide such elderly residents with high-quality elderly care services
(such as smart elderly care); if so, of the details; if not, the reasons
for that?

The written reply provided by the Secretary for Labour and Welfare on 21 May
2025 is in Appendix 1.

Promoting research and development of Hong Kong

14. MR TANG FEI (in Chinese): According to a research publication released
by the Legislative Council Secretariat last month, the number of research and
development (“R&D’) personnel per million population in Hong Kong is
significantly lower than that of neighbouring regions, and the proportion of local
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research postgraduates is continuously declining. There are views that research
postgraduates also face multiple challenges in employment and the transformation
of research outcomes. If such issues are not addressed in a timely manner, Hong
Kong’s future innovation development and economic restructuring will be affected.
In this connection, will the Government inform this Council:

(1)

2)

(3)

given that according to the aforesaid research publication, Hong
Kong currently has only 4 809 researchers per million population,
lagging far behind Singapore and South Korea, whether the
Government has drawn up specific measures to attract and nurture
local R&D talent, particularly in STEM fields; if so, of the details; if
not, the reasons for that; whether it has set specific targets and
timelines to increase the number of local R&D personnel in the next
three years;

given that according to the aforesaid research publication, in the
2022-2023 academic year, only 63% of research postgraduates from
universities funded by the University Grants Committee secured
full-time employment within six months after graduation, and only
11.6% of graduates could manage to find jobs directly related to their
studies, whether the Government has tailor-made support measures
to address the employment challenges faced by research
postgraduates, so as to help them maximize their potential and meet
the needs of the local R&D industry; if so, of the details; if not, the
reasons for that; and

as there are views pointing out that while Hong Kong’s R&D
outcomes reach international standards, they fall short in terms
commercialization and industrialization, whether the Government
will strengthen efforts to promote industry-academia-research
collaboration to enhance the industrialization of R&D outcomes and
foster the development of an innovative economy; if so, of the details;
if not, the reasons for that?

The written reply provided by the Secretary for Education on 21 May 2025 is in
Appendix 1.
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Small Claims Tribunal

15. MR CHAN KIN-POR (in Chinese): The jurisdictional limit of the Small
Claims Tribunal (““SCT””) was increased from $50,000 to $75,000 in 2018. Inthis
connection, will the Government inform this Council:

(1) whether it knows the number of cases filed to SCT over the past three
years and its percentage in the total number of court cases, together
with a breakdown by the claim amount (i.e. (i) $50,000 or less,
(i) $50,001 to $74,999, and (iii) $75,000);

(2) giventhatinthe reply to a question raised by a Member of this Council
on the Estimates of Expenditure 2025-2026, the Judiciary has
indicated that when considering adjusting the jurisdictional limit of
SCT, it would analyse a host of factors, including public demand for
SCT’s services and changes in economic indicators, and that it is
learnt that the amounts involved in civil disputes in recent years have
significantly increased, with the claim amount of some cases filed to
SCT already reaching the limit of $75,000, whether the Government
knows when the Judiciary will adjust the jurisdictional limit of SCT
and whether it will consider raising the claim limit; and

(3) given that, according to information from the Judiciary, the average
waiting time for cases in SCT from filing to first hearing over the past
three years was 35 to 41 days, which is better than the target time of
60 days, there are views that the relevant situation indicates that even
if the jurisdictional limit of SCT is adjusted, SCT still has sufficient
manpower to handle additional caseload, whether the Government
knows how the Judiciary assesses the impact of adjusting the
jurisdictional limit of SCT on the average waiting time for cases filed?

The written reply provided by the Chief Secretary for Administration on 21 May
2025 is in Appendix 1.

Commemorative activities for 80th anniversary of victory in War of
Resistance

16. MR CHAN YUNG (in Chinese): This year marks the 80th anniversary of
victory in the War of Resistance, and Guangdong, Hong Kong and Macao will also
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co-host the 15th National Games (*“15th NG™’) this year. In this connection, will
the Government inform this Council:

(1) given that in its reply to my question on 26 February this year, the
Government indicated that the Working Group on Patriotic Education would
coordinate various policy bureaux and government departments in
launching a series of commemorative activities for the 80th anniversary of
victory in the War of Resistance, of the current progress of the Government’s
preparation for such activities; and

(2)  whether it will consider combining the publicity work for the 15th NG and
the commemorative activities for the 80th anniversary of victory in the War
of Resistance to achieve a synergy effect, thereby creating a widespread
atmosphere of affection for our country and Hong Kong?

The written reply provided by the Secretary for Constitutional and Mainland
Affairs on 21 May 2025 is in Appendix 1.

Accredited Registers Scheme for Healthcare Professions

17. DR TIK CHI-YUEN (in Chinese): Launched by the Government in late
2016, the Pilot Accredited Registers Scheme for Healthcare Professions (““the
Scheme’) aims to enhance the current society-based registration arrangement of
healthcare professions under the principle of professional autonomy, and ensure
the professional competency of relevant healthcare professionals. However,
there are views pointing out that the implementation of the Scheme has been slow
and lacks transparency. In this connection, will the Government inform this
Council:

(1) whether the Government will assess the effectiveness of the Scheme
and submit reports on the Scheme; if so, of the details and timetable;
if not, the reasons for that;

(2)  whether the Government will provide professional bodies intending to
apply for the Scheme with specific reference materials on
accreditation applications to enhance the fairness and transparency
of the Scheme; if so, of the details (including the timetable); if not, the
reasons for that;
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(3) whether the Government will establish a formal appeal channel or
re-application mechanism for the Scheme, and explain the reasons to
professional bodies whose applications are rejected, and proactively
assist them in improving their standards in order to meet the
accreditation requirements in future; if so, of the details; if not, the
reasons for that;

(4) as the Government has indicated that the Scheme will serve a basis
for it to study how to formulate a statutory registration regime for
relevant accredited professions, of the progress and timetable of the
relevant work; and

(5) asitislearnt that the Professional Standards Authority for Health and
Social Care of the United Kingdom has categorized certain types of
psychologists (e.g. counselling psychologists, clinical psychologists,
and educational psychologists) into one profession (i.e. “Practitioner
Psychologists™) and established a registration system for them,
whether the Government will consider drawing on such practice and
standardize the categorization of local psychologists as practitioner
psychologists for professional registration?

The written reply provided by the Secretary for Health on 21 May 2025 is in
Appendix 1.

Planning of the site of former St. Joseph’s Home for the Aged

18. MR TANG KA-PIU (in Chinese): According to the Approved Ngau Chi
Wan Outline Zoning Plan No. S/K12/18, the site of the former St. Joseph’s Home
for the Aged is zoned for use as Comprehensive Development Area. It has been
reported that in July last year, the Buildings Department (“BD’’) granted the
building plan for the site (“the building plan’’), approving the construction of five
54-storey buildings (““the project’), which involves about 137 000 square metres
of residential gross floor area (““GFA’) and about 63 000 square metres of
non-residential GFA. In this connection, will the Government inform this
Council:
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1)

(2)

(3)

(4)

()

of the number of residential units, the population capacity, the number
of parking spaces (set out by vehicle type), the number of loading and
unloading spaces (set out by vehicle type), the commercial floor area,
the floor area of community facilities (set out by proposed uses) and
the open space area of the project, as well as the respective
anticipated dates of intake/commissioning of such residential units,
parking spaces and various facilities;

as it has been reported that the proposed numbers of podium floors
and building floors as well as the proposed non-residential GFA in
the building plan are different from the information stated in the
developer’s application for planning permission A/K12/42 submitted
to the Town Planning Board (““TPB”’) in 2021, and that according to
the information on TPB Statutory Planning Portal 3, the applicant of
the planning permission had withdrawn the application, of which
application for planning permission or other documents BD had
based in granting the building plan;

given that there are three Grade Il historic buildings within the area
of the project, whether it knows the plans put in place by the developer
of the project to conserve and revitalize such buildings;

given that according to the application for planning
permission A/K12/42 submitted by the developer of the project, a
24-hour barrier-free pedestrian link connecting Choi Hung MTR
Station and Choi Wan Estate is proposed to be provided in the project,
whether it is still planned to construct such a pedestrian link under the
building plan; if so, of the details; if not, the reasons for that;

as there are views that the additional population to be generated by
the project will add to the burden on Clear Water Bay Road, Choi
Hung Interchange and Choi Hung MTR Station, and taking into
account the developments of the public housing at Ngau Chi Wan
Village and the Choi Hung Estate redevelopment project, whether the
authorities have assessed the impact of the project on the traffic in the
vicinity when vetting and approving the project; if so, of the plans in
place to avoid the traffic in the vicinity of the project and the
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(6)

congestion at Choi Hung Station from worsening, in particular, how
to avoid bringing additional traffic flow to Clear Water Bay Road,
and whether it will consider making good use of the land vacated after
the demolition of Choi Hung Estate to improve the traffic congestion
at Choi Hung Interchange; and

whether, in vetting and approving the project, the authorities have
considered the land space that may be required for the Smart and
Green Mass Transit System in East Kowloon to be set up with a station
in the vicinity of the project and even have to be extended to the west,
and requested the developer to reserve the relevant land; if so, of the
details; if not, the reasons for that?

The written reply provided by the Secretary for Development on 21 May 2025 is
in Appendix 1.

Special 100% Loan Guarantee

19. MR ADRIAN PEDRO HO (in Chinese): The Government launched the
Special 100% Loan Guarantee (““Special Loan’”) under the SME Financing
Guarantee Scheme to assist small and medium enterprises in tiding over the

difficulties.

1)

(2)

In this connection, will the Government inform this Council:

of the criteria for classifying default cases under the Special Loan; the
respective cumulative default rates of the 80% Guarantee Product, the
90% Guarantee Product and the Special 100% Guarantee Product
under the Special Loan as at the end of last month;

given that the representative of the Hong Kong Monetary Authority
(“HKMA”) indicated at the meeting of the Panel on Financial Affairs
of this Council on 3 February this year that HKMA noted an upward
trend in the latest default rate of the Special Loan, and that recovery
actions had been taken against enterprises which had been in
malicious default, of the specific work plan of the authorities to deal
with cases which had been in default to minimize the occurrence of
defaults; the success rate of the recovery actions concerned;
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(3) regarding the cases involving failure to make repayments, of the
estimates of the required provision coverage as confirmed by the
authorities; as it is learnt that HKMA has been, in conjunction with
the banks, discussing with the borrowing enterprises to assist those
borrowing enterprises which have become unable to make repayments
in terms of their repayment arrangement, as well as to reach a debt
restructuring arrangement in an endeavour to restore the loan quality
of the relevant cases to a favourable level, whether it knows the
number of successful cases; and

(4) asitislearnt that the HKMC Insurance Limited has taken appropriate
actions in respect of cases which may involve illegal acts, including
issuing clear guidelines to lending institutions participating in the
Special Loan, taking legal actions through lending institutions and
reporting to law enforcement agencies, of the number of cases which
needed to be reported to law enforcement agencies as at the end of
last month?

The written reply provided by the Secretary for Commerce and Economic
Development on 21 May 2025 is in Appendix 1.

Enhancing Self-Reliance Through District Partnership Programme

20. MSLILLIAN KWOK (in Chinese): The Enhancing Self-Reliance Through
District Partnership Programme (“the Programme™) of the Home Affairs
Department seeks to provide funding support for eligible organizations to set up or
expand social enterprises (““SEs™) to help enhance the self-reliance of socially
disadvantaged groups. According to the Guide to the Programme, the funded SEs
are required to become commercially sustainable after the end of the funding
period. In this connection, will the Government inform this Council:

(1) ofthe following information on the Programme in each of the past five
years: (i) the amount of funding approved, (ii) the names of the
organizations or groups which applied for the setting up or expansion
of SEs, (iii) the services provided by and the service targets of the
funded SEs as well as (iv) the types of socially disadvantaged groups
employed by them, (v) the numbers of applications approved and
(vi) rejected, and (vii) the reasons for the applications being rejected;
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(2) whether the Government has followed up on the funded SES’
commercial sustainability after the end of the funding period of the
Programme; if so, of the details (including the number and names of
SEs which failed to become commercially sustainable in the past five
years); if not, the reasons for that; and

(3) whether the Government has regularly assessed the operation of the
SE projects funded by the Programme; if so, of the details; if not, the
reasons for that?

The written reply provided by the Secretary for Home and Youth Affairs on
21 May 2025 is in Appendix 1.

Promoting student mental health

21. MSELIZABETH QUAT (in Chinese): It has been reported that according
to a survey, more than half of the students surveyed consider that the mental health
of young people in Hong Kong is unsatisfactory, and about 14% even consider the
situation very unsatisfactory. In addition, between 2013 and 2023, the number of
suicide deaths among students in Hong Kong increased from about 10 to 32 per
year. Regarding the promotion of students’ mental health, will the Government
inform this Council:

(1) as a study has pointed out that 80% of the students who experienced
psychological crises had no record of attending psychiatric specialist
services, of the authorities’ plans in place to strengthen the training
of teachers and school personnel, so as to increase their sensitivity to
identifying students in need of support at an early stage;

(2) as some members of the education sector have pointed out that quite
a number of students do not have a proper understanding of death,
and that work related to life and death education is inadequate, of the
authorities’ plans in place to strengthen life education in schools, so
as to enable students to treasure life and further cultivate positive
values and qualities;

(3) whether it will study the establishment of additional School Life
Coordinators and two task forces on “‘suicide prevention” and
“bullying prevention” in schools, as well as the implementation of the
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““one counsellor for each school” measure to complement the work of
existing school social workers by identifying high-risk students at an
early stage and intervening immediately to provide comprehensive
support;

(4) asasurvey has pointed out that most students do not take the initiative
to seek help from others when faced with negative emotions and
difficulties, of the authorities’ plans in place to step up the promotion
of a “help-seeking culture”, reduce the labelling of help-seekers, and
encourage students to take the initiative to care for others and help
one another;

(5) given that the Quality Education Fund Thematic Network on
“Promoting Wellness in School” aims to help participating schools
(including secondary schools, primary schools and nursery schools)
develop into schools where the well-being of students is the top
priority, and incorporate mental wellbeing education into the school
curriculum, so as to nurture resilience of students, whether the
authorities have assessed the effectiveness of such programme, and
whether they will study extending similar programmes to all schools
in the territory;

(6) as a study has pointed out that more than half of the students with
emotional problems come from single-parent or divorced families,
whether the authorities will conduct a study on strengthening support
for such students in schools and establishing a mechanism for
community collaboration, so as to prevent the marginalization of
students with emotional problems; and

(7) as there are views pointing out that the pressure of education
progression is one of the major factors affecting students’ mental
health, whether the authorities will study reforming the vocational
and professional education and training system and promoting the
relevant programmes, so as to provide students with diversified
pathways, thereby alleviating their pressure of education
progression; if so, of the details; if not, the reasons for that?

The written reply provided by the Secretary for Education on 21 May 2025 is in
Appendix 1.
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Liquor duty

22. MR JIMMY NG (in Chinese): The 2024 Policy Address announced the
reduction of the duty rate for liquor. There are views pointing out that reduction
of liquor duty will help promote liquor trading, and at the same time benefit
industries such as catering, hotel, logistics, warehousing, auctioning, financial and
professional services, arousing public concern about whether the Government will
further reduce liguor duty. In this connection, will the Government inform this
Council:

(1) whether it has compiled statistics on the respective numbers of
additional companies engaging in the liquor-related businesses and
new jobs in the liquor-related industries after the reduction of liquor
duty;

(2) as it has been reported that the Government will review in a timely
manner whether liquor duty will be further reduced, of the details of
the relevant work (including the estimated time required for the work
and the staff establishment involved); and

(3) whether it will make reference to the successful experience of
abolishing the duty on wine and study the complete abolition of liquor
duty as early as possible; if so, of the details; if not, the reasons for
that?

The written reply provided by the Secretary for Commerce and Economic
Development on 21 May 2025 is in Appendix 1.

GOVERNMENT BILLS

Second Reading of Government Bills

Resumption of Second Reading Debate on Government Bill

PRESIDENT (in Cantonese): Government Bills. This Council resumes the
Second Reading debate on the Stablecoins Bill.

Mr Duncan CHIU, Chairman of the Bills Committee on the Bill, will first
address the Council on the Committee’s Report.
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STABLECOINS BILL

Resumption of debate on Second Reading which was moved on 18 December
2024

MR DUNCAN CHIU (in Cantonese): President, in my capacity as the Chairman
of the Bills Committee on Stablecoins Bill (“Bills Committee”), | now report to
this Council on the major deliberations of the Bills Committee.

While the Bills Committee supports the establishment of a licensing regime
for fiat-referenced stablecoins (“FRS”) issuers to regulate activities involving
specified stablecoins, it has raised a number of concerns. The Stablecoins Bill
(“the Bill”) provides that a person actively marketing the issuance of specified
stablecoins to the public of Hong Kong is regarded as carrying on a regulated
specified stablecoin activity and has to be licensed by the Monetary Authority
(“MA’). In this connection, the Administration has been requested to clarify the
meaning of “actively marketing”.

According to the Administration, MA will take into account factors such as
the language used in the marketing messages, whether the message is targeted at a
group of people that resides in Hong Kong, whether a Hong Kong domain name is
used for the marketing website, and whether there is a detailed marketing plan to
promote the activity.

One of the licensing criteria is that controllers, chief executive officers and
directors of a licensee must be fit and proper persons. The Administration has
been requested to clarify the definition of “fit and proper persons”.

The Administration has explained that in determining whether a person who
holds the aforesaid positions is fit and proper, MA will take into account a number
of considerations, including whether the person has a record of non-compliance
with regulation, or has been censured, disciplined, publicly criticized or
investigated by regulators; and whether the person has the ability to devote
sufficient time and attention to the licensee’s business.

The Bill also provides that reserve asset pool backing the specified
stablecoins must consist of assets of high quality and high liquidity that can be
readily realized to meet the demand for redemption. Members have enquired
about the types of assets which may be accepted as reserve assets.
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According to the Administration, in general, high quality and high liquidity
reserve assets may include cash, bank deposits, government bonds, repurchase
agreements, reverse repurchase agreements and money market funds invested in
the above assets.

Members are pleased to note that MA will provide details on the definitions
of “actively marketing” and “fit and proper persons” as well as the types of assets
that may be accepted as reserve assets in the guidelines to be issued in the future.

To ensure protection to potential holders, the Bill proposes that only four
types of permitted offerors can offer a specified stablecoin to the public.
Members have noted the industry’s view that the scope of permitted offerors should
be extended to include stored value facility (“SVF”) licensees. The
Administration has initially advised that SVF licensees typically focus on rather
specific business models, and there may be additional risks associated with SVF
licensees offering FRS and as such further assessments would be required.
However, some members are of the view that allowing SVF licensees to offer FRS
may help promote the wider use of FRS in Hong Kong.

In the light of members’ views and having regard to the use cases and
development trend of stablecoins, the Administration has decided to add SVF
licensees under the Payment Systems and Stored Value Facilities Ordinance
(“PSSVFO”) as permitted offerors. To this end, the Administration will propose
a relevant amendment to the Bill.

The Bills Committee notes that in drafting the Bill, the Administration has
adhered to the “same activity, same risks, same regulation” principle, and looked
into the potential risks of stablecoin activities to the monetary and financial stability
of Hong Kong. In this connection, members seek explanation on whether the
regulation of licensees in the Bill is aligned with those under existing comparable
regulatory regimes in terms of the nature of regulated activities and the risks
involved, and whether the powers of control given to MA is appropriate.

According to the Administration, in drafting the Bill, reference has been
drawn from PSSVFO, which sets out MA’s powers of control over licensees, and
the Banking Ordinance (“BO”), which sets out MA’s powers of control over
authorized institutions. The Administration has pointed out that from a risk
perspective, the issuance of a stablecoin and that of an SVF share common elements
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such as issuance and redemption of payment instruments as well as holding of
backing assets. Both activities can pose comparable risks to monetary and
financial stability, user protection and integrity of payment services.

(THE PRESIDENT’S DEPUTY, DR STARRY LEE, took the Chair)

The Administration has further remarked that the above view is echoed by
international discussions and practices. Taking into account the comparable
nature of and the risks involved in the aforesaid activities as well as prevailing
international practices, the Administration considers that it is appropriate for MA
to have comparable powers of control over licensees under the Bill that are
equivalent to those given to MA under PSSVFO and BO.

Members are of the view that while protecting stablecoin holders, the
Administration should also promote the development of related industries in Hong
Kong, and that it should endeavour to attract large international stablecoin issuers
to apply for licences for issuance of specified stablecoins in Hong Kong.

The Administration has advised that it has been actively engaging market
participants in the development of the regulatory regime for stablecoin issuers in
Hong Kong. It will also maintain communication with existing and potential
stablecoin issuers after the passage of the Bill. Whether individual issuers will
apply for a licence under the proposed regulatory regime is a commercial decision
for individual companies.

Deputy President, my personal views on the Bill are as follows.

Deputy President, as a member of the Bills Committee, we all agree that the
enactment of this legislation is very important to the development of digital assets
in Hong Kong, as stablecoin has developed into one of the most important types of
digital assets in the world. | welcome this legislation, which not only responds to
the demand for regulating global digital assets, but also may have far-reaching
positive impact on Hong Kong’s financial market in terms of structural innovation
and international competitiveness, so | speak in support of the second and third
readings of the Bill.
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Compared with many countries and regions, Hong Kong is a bit advanced in
regulating digital assets, with not many international cases being available. Inthe
course of deliberations on the Bill, we have made reference to the experience of
some overseas countries which have enacted or are in the process of enacting
relevant legislation. We are concerned about whether the licensing requirements
for operators, reserve requirements, redemption requirements, disclosure
requirements, capital and liquidity requirements and bankruptcy protection, etc. are
appropriate or too stringent or too lax, whether sufficient protection is available to
stablecoin holders, and whether the efforts can help us promote the cooperation and
alignment of Hong Kong’s stablecoins with the rest of the world in the future.

One of the objectives of the Bill is to introduce a licensing regime to regulate
activities involving stablecoins. Therefore, we are concerned whether there will
be sufficient time for existing operators to close down their business if they fail to
obtain a licence upon the formal commencement of the licensing regime. For
existing customers, i.e. current stablecoin holders, will there be a sufficient exit
mechanism and time for them to receive full protection?

The Bills Committee has also discussed the types of currencies that can be
included as stablecoins. | am glad to hear the Government’s clarification in a
meeting that apart from Hong Kong dollars and US dollars, consideration will also
be made to include the Renminbi (“RMB”) as one of the types of fiat stablecoins
in the future. 1 strongly support including RMB into the system of locally issued
stablecoins as we can serve as a digital bridge between the Mainland and other
countries.  And through the RMB-based stablecoin, we can attract more
blockchain projects and institutional investors to make a presence in Hong Kong,
forming a digital financial ecosystem driven by both Hong Kong dollars and RMB
as well as further strengthening Hong Kong’s position as a financial hub. In
addition, it will accelerate the internationalization of RMB. In particular, under
the global trend of de-dollarization, the RMB stablecoin will become a currency of
choice for diversified trade, investment and reserve for many countries (including
friendly Belt and Road countries and those in the Middle East) in the future, helping
to enhance RMB’s status as an international trade and safe-haven currency.

Deputy President, clause 64(1) of the Bill provides that a person must not
become an employee of a licensee except with MA’s consent.  Many members of
the Bills Committee have queried whether it is necessary to impose such a stringent
restriction on a licensee’s employment of personnel not involved in the business of
issuing specified stablecoins, such as its cleaning staff. Despite the Government’s
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explanation that the practice is in line with that of PSSVFO and BO, and that it is
not necessary to make any amendment in this regard as it is envisaged that
applications to seek MA’s consent under this provision would be rather uncommon,
| believe that quite a number of members may still query about the necessity of
subjecting all employees to such restriction. It is hoped that the Administration
will reconsider in the future as to whether there is a practical need to do so.

As for licensing, | personally hope that the Government can keep an open
mind, as | know that there are many potential applicants interested in coming to
Hong Kong to participate in the business of stablecoins and their issuance.
Therefore, 1 would suggest to the Government that as long as applicants’ financial
positions and structures are good enough to meet the requirements of the Bill, we
should try to accommodate them and allow them to participate in the issuance of
stablecoins. This is because the requirements for stablecoins under the Bill are
already very stringent, including the requirement that an issuer must have 100% of
its assets backed up by assets of high liquidity, rather than ordinary investment
instruments. Therefore, even if more licences are issued for the issuance of more
stablecoins, the risk of relevant products is not very high for their future holders.
Even if an operating company fails to make profits and has to close down its
business in the future, stablecoin holders are protected by the Bill and should be
able to get back most of their money. Given the 100% backing asset pool
requirement stipulated in the Bill, even if a stablecoin business is not properly run
in the future, only the licensed operator concerned but not individual stablecoin
holders will suffer loss.  Therefore, in terms of risk consideration, this is a product
of relatively low risk. As for special circumstances, such as operators breaching
the regulations and absconding with the funds, it depends on our regulatory regime.
Given the serious legal consequences as provided in the Bill, I believe that these
are unlikely to happen.

| hope that the Government can consider being flexible about stablecoin
licences in the future, so that more issuers can compete in Hong Kong as part of
the normal process of eliminating the weak and retaining the strong. For example,
while two stablecoins have accounted for most of the world’s transactions
nowadays, a lot of different stablecoins were indeed available in the market a few
years ago, and those two US-dollar stablecoins have now stood out after the process
of competition and elimination. Therefore, we hope to strive to issue stablecoins
in different currencies in Hong Kong in the future, such as Hong Kong dollars and
RMB, so that more people can enter the market. As long as potential operators
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can prove that they are financially sound and there is sufficient regulatory capacity,
Hong Kong will have the opportunity to develop an international stablecoin market
of currencies other than US dollars through healthy competition, which is of great
significance to and impact on the development of Hong Kong’s financial sector.

After the passage of the Bill, it is hoped that the Hong Kong Monetary
Authority can commence the licensing work as soon as possible, so as to promote
and attract more interested and qualified potential operators to launch and test the
stablecoins of different currencies and collaterals in Hong Kong as soon as
possible. Despite the importance of use cases, it is hoped that the Government
can maintain flexibility in terms of approval or other requirements so that different
solutions can be tested in Hong Kong. As stablecoin is still a relatively new type
of digital asset, it may be developed to serve a lot of different purposes in the future
with many possible innovative solutions apart from its current use as a means of
payment.  Given our drive to promote financial innovation, | hope the
Administration can support innovation in this regard to allow the emergence of
more innovative solutions in Hong Kong.

Deputy President, the Government will formulate the relevant guidelines for
implementing the licensing regime and regulatory framework for stablecoins. It
IS hoped that the guidelines can be formulated in tandem with the promotion of
licensing, as the three institutions currently admitted to the sandbox have already
participated in the stablecoin test for almost a year, and certain regulatory tests have
also been conducted on their operational plans, and so on. Hence, | hope that after
the passage of the Bill, the Administration can seize the time rather than wait for
the availability of guidelines before approving the issuance of existing licences.
Can the guidelines be formulated in tandem with the issuance of licences so as to
accelerate the official launch of stablecoins?

As a next step, apart from the introduction of stablecoins in different
currencies, including RMB-based one, there are still areas requiring the
Government’s promotion in order to develop stablecoin into an international
payment instrument. Apart from supporting the internationalization of RMB, it
Is also important for stablecoins to be widely accepted by other countries. | hope
that the Government can provide a clearer direction in this regard, as well as clarify
how stablecoins issued in Hong Kong in the future can be used in overseas
countries.
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In addition, | hope that regulators can be more forward-looking to make
timely adjustments to the relevant rules on digital assets and introduce different
sandbox experiments in the light of various forms of innovative technology so as
to attract more talents of the Web3-related technology and industry from all over
the world to come to Hong Kong to create a new wave of financial technology for
the territory. At the same time, we also hope to strive for a greater say in the
formulation of international standards, so that we will not miss out the development
opportunities of Web3 global financial reform as well as Hong Kong’s favourable
momentum.

With these remarks, Deputy President, | support the Stablecoins Bill and all
the amendments to be proposed by the Government.

MR CHAN KIN-POR (in Cantonese): Thank you, Deputy President. | speak in
support of the Stablecoins Bill (“the Bill”).

In recent years, virtual asset (“VVA”) trading and other VA activities have
developed rapidly. The relationship between the traditional financial system and
the VA market has become increasingly close. For VA activities to sustain their
development, it is essential to establish a sound regulatory environment. The
establishment of a licensing regime for fiat-referenced stablecoins (“FRS”) issuers
not only aligns with international financial regulatory trends, but also lays a solid
foundation for the stable development of the local financial sector, thereby further
consolidating Hong Kong’s position as an international financial centre.

Stablecoins, especially FRS pegged to fiat currencies, can be used as a
medium of exchange in the real economy thanks to their payment function and
liquidity. They enjoy the advantages of high transaction efficiency and extremely
low transaction costs, which allow them to integrate into the mainstream financial
system and gradually become the bridge between traditional finance and the virtual
economy. At the same time, the growing prevalence of VAs also poses potential
risks to monetary and financial stability. If stablecoin issuers have insufficient
reserves or mismanage their assets, it may trigger a series of crisis, and in serious
cases, affect the entire financial system. Therefore, it is necessary to establish a
regulatory regime for FRS issuers, so as to mitigate the potential risks to financial
stability, comply with international regulations on anti-money laundering and
counter-terrorist financing, and provide adequate protection for users. This will
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create a conducive environment for compliant businesses in the process of
promoting financial innovation, so that the VA industry can develop in a proper
regulatory environment.

The Bill establishes a stringent licensing regime requiring licensees to ensure
that the market value of the reserve assets must be equal to the par value in
circulation, establish a redemption mechanism, and implement a risk management
framework to address potential risks to financial stability. Moreover, the Bill also
provides the Monetary Authority (“MA”) with investigatory and enforcement
powers, and enables MA to expand its scope of regulation by notice published in
the Gazette, so as to ensure that the regime remains forward-looking.

In fact, the European Union, Singapore and other places have enacted
legislation to regulate stablecoin activities. As an international financial centre,
Hong Kong must also shoulder the responsibility of maintaining global financial
stability by adhering to the principle of “same activities, same risks, same
regulations”.  Aligning with international standards will enhance market
confidence and help attract compliant institutions to establish a presence in Hong
Kong.

The Hong Kong Monetary Authority has launched the stablecoin issuer
sandbox to gain a deeper understanding of the business models of institutions
intended to issue FRS in Hong Kong, and convey regulatory expectations and
provide guidelines to them. The Bill explicitly limits the issuance of stablecoins
to institutions regulated by MA or the Securities and Futures Commission, such as
licensed VA trading platforms and banks. Issuers are also subject to stringent
regulation. While striking a balance between innovation and protection of the
public from fraud, the regime can promote sustainable development of the industry,
and further guide VA activities towards professionalism.

The Bill eliminates doubts and uncertainties in the market through clear
regulations, thereby attracting long-term capital input. VA is an integral part of
the future financial industry. This Bill keeps pace with the times by managing
risks at source and ensuring user protection.

Deputy President, with these remarks, | support the Bill.
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MS CARMEN KAN (in Cantonese): Thank you, Deputy President. | speak in
support of the passage of the Stablecoins Bill (“the Bill’).

| have always been concerned about the development of the digital economy
and virtual assets. Therefore, although | am not a member of the Bills Committee,
| thank Mr Duncan CHIU, Chairman of the Bills Committee, for allowing me to
take an active part in the scrutiny of the Bill by raising various views and
suggestions, and | am pleased to note that the Bureau has accepted them.

The purpose of the Bill is to establish a licensing regime for fiat-referenced
stablecoins (“FRS”) issuers. The regime defines “specified stablecoin” as a
stablecoin that purports to maintain a stable value with reference wholly to one or
more official currencies (also known as fiat currencies, e.g. Hong Kong dollars,
Renminbi, US dollars). While the regulatory regime will focus on FRS at this
stage, the Administration has made it clear that clause 4(2) of the Bill empowers
the Monetary Authority (“MA”) to specify, by notice published in the Gazette, a
digital representation of value as a specified stablecoin, including precious metals
such as gold or other commodities.

Next, | will briefly explain my views on the main concerns.

Firstly, what regulatory regime has been modelled on for regulating
stablecoin issuers? In enacting the Bill, the Administration has emphasized
adherence to the principle of “same activity, same risk, same regulation”. As
Hong Kong is a pioneer in stablecoin regulation, there is not much legislation for
us to make reference to. Therefore, the Administration has drawn reference from
the relevant provisions of the Payment Systems and Stored Value Facilities
Ordinance (Cap. 584) (“PSSVFO”) and the Banking Ordinance (Cap. 155) (“BO”)
in drafting the Bill.

In this connection, we are concerned about the alignment in business and the
risks involved between the stablecoin activities proposed to be regulated under the
Bill and the stored value facilities (“SVFs”) issued under PSSVFO, in order to
examine the appropriateness of giving comparable powers to MA under the Bill.

According to the Bureau’s explanation, from a risk perspective, the issuance
of a stablecoin and that of an SVF share common elements such as issuance and
redemption of payment instruments as well as holding of backing assets. Both
activities could pose comparable risks to monetary and financial stability, user
protection and integrity of payment services.
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The Administration has further pointed out that in the international forum,
the Financial Stability Board (FSB) has highlighted that stablecoins could share
functional similarities with payment systems, and therefore be subject to the same
risks.

The approach to draw on SVF-relevant regulation is shared by other
jurisdictions. In the European Union, for instance, stablecoin issuers are required
to obtain an electronic money institution licence, which is comparable to an SVF
licence in Hong Kong.

The Bills Committee is therefore advised that it is appropriate for MA to
have comparable powers over licensees under the Bill that are equivalent to those
given to MA under PSSVFO and BO.

That said, I look forward to a consensus between regulators and the industry
on whether the same risk profile is involved in the business, otherwise there may
be conflicting views on whether the same set of rules should apply.

As mentioned by the Chairman of the Bills Committee in his speech earlier,
the Bureau has already communicated closely with the three sandbox participants
and pointed out that they have responded favourably to the contents of the Bill as
well as the initial ideas on the guidelines on subsequent regulation. | hope that
the Bureau will further enhance communication and coordination with industry
stakeholders when they formally apply for licences and implement different use
cases for their stablecoins, so that their stablecoins can be launched as soon as
possible after proper testing.

Secondly, does our regulatory regime apply to overseas entities? Under the
proposed licensing regime, if an overseas entity issues a stablecoin with reference
to Hong Kong dollars, the issuing entity is still required to apply for a licence even
if it is not located in Hong Kong and does not actively market to the public of Hong
Kong, it. The Bills Committee welcomes so.

To facilitate regulation and enhance investor protection, | have suggested to
the Bills Committee that the Administration should consider requiring the aforesaid
overseas entities specified as designated stablecoin entities under Part 3 of the Bill
to register and obtain a business registration certificate in Hong Kong under Part 16
of the Companies Ordinance and establish a place of business in Hong Kong, so as
to facilitate taxation and regulation.
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| am pleased to note the Administration’s remark that depending on the
circumstances and how the nascent stablecoin industry evolves, MA is empowered
under the Ordinance to be enacted to prescribe licensing requirements for them
(including requiring them to establish a place of business in Hong Kong) in the
future.

On the other hand, is there any way for the Bill to regulate overseas entities
with stablecoins issued outside Hong Kong with reference to Hong Kong dollars
and offered to the public of Hong Kong? In this regard, the Bureau has pointed
out that under clause 101(2) of the Bill, if MA is of the opinion that designating an
entity “is, or is likely to become, material to the monetary or financial stability of
Hong Kong”, “is, or is likely to become, material to the functioning of Hong Kong
as an international financial centre” or involves “matters of significant public
interest”, MA is empowered to include the entity under the regulatory regime by

notice published in the Gazette. The Bills Committee also welcomes so.

Thirdly, can the Bill regulate a third party? Schedule 4 to the Bill sets out
a range of grounds on which MA is empowered to revoke a licence. | would
particularly like to mention paragraph 14, which states that “the licensee engages
in a business practice that would be likely to affect the interests of Hong Kong as
an international financial centre”. While the provision focuses on licensees, we
have asked what we should do if a stablecoin holder is engaged in illegal actions.

Given the nature of stablecoin as a medium, we have asked in the Bills
Committee whether the use of stablecoin by a stablecoin holder for illegal
transactions is a sufficient ground for MA to have the power to revoke the
licensee’s licence.

In this regard, the Bureau has advised that it is the duty of the licensee to
ensure that his arrangements with a third party do not affect his obligations as a
licensee under the Bill, and that he continues to have the duty to ensure that his
business is conducted in a sound and prudent manner. In particular, given the
traceable and non-tamperable nature of stablecoin activities on the blockchain, the
Bureau has given us a better idea of the fact that third-party holders of stablecoins
will also be subject to monitoring by licensees.

The Bureau has further pointed out that MA can revoke a licensee’s licence
under Schedule 4 of the Bill if the licensee’s business practice, whether or not
attributable to the licensee’s own arrangements or those of a third party, threatens
the interests of the holders or potential holders of stablecoins.
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Deputy President, lastly, a law must be able to regulate both good people
who abide by the rules and those who have bad intentions. In its future
explanation, the Bureau should stress that a person engaging in the business
stipulated in the Bill must obtain a licence, otherwise he will be operating without
a licence, so as to avoid giving the public a wrong impression that the regulator can
only bring to justice those who have obtained a licence, while those who should
have obtained a licence but do not are spared.

Clause 8 of the Bill further provides that any person who carries on or holds
himself out as carrying on a regulated stablecoin activity without a licence or an
exemption is liable to a fine of HK$5 million and imprisonment for seven years.

Of course, apart from regulation, the licensing regime for stablecoins takes
an open-ended approach, with no deadline attached to the licence. Apart from the
licensees’ obligations to submit documents and records on a regular basis, MA will
continue to monitor the licensees, thus further enhancing the market monitoring
mechanism. | very much agree with the Chairman of the Bills Committee’s
earlier remark that the licensing regime for stablecoins should seek to balance risks
as well as encourage innovation.

With these remarks, Deputy President, | support the passage of the Bill,

MR TANG KA-PIU (in Cantonese): Thank you, Deputy President.  On behalf of
the Hong Kong Federation of Trade Unions, I speak in support of the Stablecoins
Bill (“the Bill”).

In recent years, virtual asset (“\VVA”) trading and related activities have been
growing rapidly around the world. According to the Hong Kong Securities and
Futures Commission, as of 2 April 2025, 10 VA trading platforms (“VATPs”) have
been formally approved to operate rule-abiding VA business in Hong Kong.
Stablecoin is characterized by its link to fiat currencies to maintain a stable value.
Therefore, given the increasingly apparent and close link between the conventional
financial system and the VA market, fiat-referenced stablecoin (“FRS”) is
gradually becoming a stored value facility.

With opportunity comes risk. As the growing popularity of VA entails
potential risks to the stability of the monetary and financial systems, it is necessary
to resort to timely supervision in the form of legislation, which we support. As a
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matter of fact, the Financial Stability Board (FSB) has unequivocally requested its
member jurisdictions earlier to monitor stablecoin activities, and regulatory
regimes for stablecoin issuance have also been proposed in the European Union,
Singapore, the United Kingdom, etc. one after another. Even though FRS is yet
to become popular in Hong Kong, we as an international financial centre need to
align ourselves with international standards and establish a regulatory regime for
FRS issuers in a timely manner so as to mitigate the potential risks of FRS to
financial stability and provide adequate protection for users.

In 2022, the SAR Government amended the Anti-Money Laundering and
Counter-Terrorist Financing Ordinance to regulate VATPs. The Bill seeks to
further fill the regulatory gap in respect of FRS to step up the regulatory efforts.
Deputy President, the Bill proposes a number of key measures aimed at providing
for the supervision of activities involving stablecoins, establishing a licensing
regime in Hong Kong, and creating an environment conducive to the development
and stability of the VA market.

Firstly, the Bill clearly establishes a licensing regime, requiring all
organizations or institutions issuing specified stablecoins in Hong Kong to apply
for a licence from the Monetary Authority (“MA”) and to meet conditions such as
a minimum paid-up share capital of HK$25 million, so as to ensure that issuers
have sufficient financial capacity and conditions of issuance and that risks can be
managed at source.

Secondly, the Bill requires licensees to ensure that the market value of the
reserve asset pool backing the stablecoins must at all times be at least equal to the
par value of the outstanding stablecoins in circulation, to make proper segregation
of the assets, and to provide holders with a transparent redemption mechanism to
enable them to redeem stablecoins at their par value without imposing unreasonable
conditions or charges for the protection of the rights and interests of consumers and
investors.

(THE PRESIDENT’S DEPUTY, MR CHAN KIN-POR, took the Chair)

Finally, the Bill provides MA with a range of regulatory and enforcement
powers as well as flexibility. On the regulatory front, MA can make timely
adjustments to the regulatory framework and the contents of the Ordinance in the
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light of the changes in the stablecoin market, and there will be a transitional period
to allow existing issuers to adapt to the new requirements in an orderly manner so
as to maintain and safeguard market stability. In terms of enforcement, the Bill
also provides for severe civil and criminal penalties, and provides MA with
enforcement powers to, among others, carry out an investigation and revoke
licences in order to step up the regulatory efforts.

Deputy President, the Web3 era is already a major trend for future
development, and cryptocurrency and blockchain technologies are also regarded as
the new engine and new impetus for future economic development. The Bill sets
out the rules for stablecoin issuers to combat illegal financial activities in order to
further enhance Hong Kong's regulatory framework for VAs, incentivize
conventional financial institutions to collaborate with Web3 enterprises, and help
attract cryptocurrency enterprises or exchanges from around the world to enter
Hong Kong’s market and issue stablecoins, thereby accelerating the development
of the cryptocurrency ecosystem.

In addition, stablecoin legislation is not only a form of risk management, but
also an effective means for Hong Kong to consolidate its position as an
international financial centre to contribute to our country. The total value of our
country’s exports and imports reached a record high of RMB43.85 trillion or close
to RMBA44 trillion in 2024, making it the world’s largest trading nation. However,
the Renminbi (“RMB”) only accounted for 4.69% or less than 5% of the volume
of global payment and settlement during the same period, ranking only the fourth
in the world, which was a huge gap with our total trading value. US dollars, the
top currency for payment and settlement, accounted for nearly 50%, or 49.07%
specifically, representing a nearly 10-fold difference between the two.

A report by the International Monetary Fund (IMF) also shows that in the
third quarter of 2024, US dollars accounted for 60% of the world’s foreign
exchange, while RMB accounted for only 2.13%. The United States (“US”) is
currently preparing to introduce legislation on stablecoin licensing. As we all
know, USDT and USDC, the two major companies of stablecoins with reference
to US dollars, dominate 80% of the world’s stablecoin market transactions. Their
peg to US dollars can be viewed as an extension of US dollars’ hegemony.

The current international trade landscape is undergoing profound changes,
with unilateralism and protectionism on the rise, and the US frantically imposing
tariffs, initiating trade wars as well as introducing unreasonable sanctions.
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Traditional cross-border/cross-boundary trading solely settled in US dollars will
expose many enterprises, including Chinese ones, to unnecessary risks. In fact,
stablecoin is one of the tools that can counterbalance the hegemony of US dollars.
Through the blockchain technology, stablecoin can achieve the core strength of
rapid settlement, which can dramatically reduce the time taken for transactions,
lower the cost of currency exchange and speed up the flow of capital. | know that
private e-commerce companies in many countries are enthusiastically looking to
register stablecoins in Hong Kong precisely because of our strength in this regard.

Against the backdrop of “one country, two systems”, Hong Kong can
encourage the issuance of more stablecoins with reference to RMB to enrich the
contents of stablecoins and indirectly enhance the international reputation and
liquidity of RMB as well. Hong Kong needs to continue to develop cross-border
use cases, such as B2B and B2C, to act as a bridge between our country and the
global  trade  market. Stablecoin  can  effectively  promote
cross-border/cross-boundary trade to better fulfil Hong Kong’s role as an
international financial hub and enable both local and Mainland enterprises to have
more flexible access to the global market, thereby realizing the goal of “bringing
in enterprises and sending them out” and enhancing the international
competitiveness of Hong Kong’s financial market.  More importantly, by
promoting the pegging of stablecoin to RMB, stablecoin can reduce the reliance on
SWIFT, the traditional US dollar settlement platform, making it an effective tool
to balance or counterbalance the US’ monetary hegemony and building up a good
line of defence for cross-border/cross-boundary trade of our country and the world
nowadays.

Lastly, I would like to particularly raise two points for which | hope the
Government can make some proper assessment.  After the passage of the Bill, if
a large number of licensees issue stablecoins in Hong Kong dollars, will this pose
any risk to Hong Kong or our linked exchange rate? Would there be any special
assessment or even measures by the Government in this regard? | hope the
Government will pay attention to this.

Secondly, the US is introducing a stablecoin bill, which they arrogantly call
a “GENIUS” bill. However, it should be noted that they want to link not only
with the fiat currency but also with the US debt. With such legislation in place,
what impact will the US approach have on the world’s financial well-being or risk?
I hope that the Government can get prepared for the potential risks.
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ZHENG He’s ancient expeditions to the Western Seas opened up the Silk
Road for China’s business and trade. Nowadays, Hong Kong as an international
financial and trade centre should play a key role in maintaining an accommodating
and open attitude as well as in attracting and encouraging issuers to seize the
opportunity to issue stablecoins pegged to RMB, so as to open up our country’s
“Digital Silk Road” in the midst of a trade war.

With these remarks, Deputy President, | support the Bill.

DR JOHNNY NG (in Cantonese): Deputy President, virtual assets (“VVAs”) has
been developing very rapidly in recent years. The SAR Government issued a
Policy Declaration on Development of VAs in Hong Kong in the fourth quarter of
2022, stating that it will endeavour to enhance the regulatory framework for VAs
under the “same activity, same risks, same regulation” principle. Coupled with
the implementation of a licensing regime for VA trading platforms, the
development of Web3 and VAs in Hong Kong will become increasingly mature.

Among them, stablecoin is playing an increasingly important role in the
Web3 and VA ecosystem. The stablecoins in circulation globally are currently
valued at about US$220 billion, and the vast majority of them are basically based
on US dollars as underlying asset. As mentioned by Honourable colleagues just
now, two of these stablecoins account for more than 95% of the total share. Their
market value has grown by more than 700 times nowadays from a mere
US$300 million 10 years ago, showing how sought-after and important they are.

As these fiat-referenced stablecoins (“FRS”) have developed into a popular
means of payment both locally and across the borders/boundaries, there is a need
to establish an appropriate regulatory regime as soon as possible. The Stablecoins
Bill (“the Bill”) introduces a regulatory regime for FRS issuers with the aim of
enhancing the regulatory framework for VA activities and establishing a regulatory
regime for FRS issuers; promoting financial innovation while effectively
addressing the potential risks that FRS may pose to monetary and financial
stability, thus ensuring adequate protection for users and maximizing the benefits
brought by VAs and their associated technologies. Therefore, | strongly support
the Bill and look forward to its early passage.

Stablecoin is an important infrastructure for the Web3 and innovative
financial industry and ecosystem that bring about significant, innovative and
facilitating development in areas such as personal payment and
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cross-border/cross-boundary trading. As a member of the Bills Committee, |
would like to share in today’s speech two perspectives regarding the process of
promoting the passage of the Bill.

Firstly, from the perspective of national development, promoting stablecoins
in Hong Kong is conducive to high quality globalization. Given Hong Kong’s
unique strength of “one country, two systems”, the development of VAs can
highlight the benefits of Hong Kong’s unique system. Places around the world
are actively promoting and discussing relevant stablecoin legislation, just as the
United States passed a relevant bill in the Senate last night to remove some of the
hurdles. | believe this is something that every country is discussing and actively
pursuing.

The stablecoins involved in Hong Kong’s current legislative exercise
relating to the Bill are based on fiat currencies as underlying assets. | believe that
different applicant issuers will explore and consider the use of various fiat
currencies as assets. Apart from Hong Kong dollars or US dollars, which may
have been discussed more often, | believe that the use of offshore Renminbi
(“RMB”) as underlying assets should absolutely be explored and considered.
Promoting so in a compliant structure is believed to be conducive to the national
strategy of RMB internationalization. As Hong Kong is an international financial
centre, enhancing the regulation of stablecoins will also help promote Hong Kong’s
development as an offshore RMB business hub, and promoting RMB
internationalization can bring huge business opportunities and benefits to Hong
Kong as well.

Secondly, from the perspective of Hong Kong’s development, this will
further consolidate our position as an international financial centre and accelerate
our proactive efforts to develop into a Web3 international centre. Hong Kong has
very strong innate advantages in the development of VAs and stablecoins,
including a sound legal system, free flow of capital, an internationalized
environment and world-class talents. In addition, Hong Kong is backed by our
motherland, which is the world’s second largest economy. With gradual increases
in the application and use of stablecoins in the future, it is believed that this will
help Hong Kong’s economy to develop rapidly again.

Hong Kong has been actively developing Web3 in recent years and has
achieved some results. However, due to the lack of liquidity and the relatively
stringent regulation, it is still in its infancy. To take a lead in the global market,
we have to speed up and seize the first opportunity with the courage needed.
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The Bills Committee has held six meetings and is pleased that the
Government has listened to the views of members and the industry and made
appropriate amendments to the Bill. In particular, as regards the specified
stablecoin offerors and the target persons to whom specified stablecoins are
offered, there is a view in the industry that the scope of permitted offerors should
be extended to include stored value facility (“SVF”) licensees, and that allowing
SVF licensees to offer FRS may help promote the wider use of FRS.

After careful consideration of the relevant views as well as the use cases and
development trend of stablecoins, the Administration has decided to allow SVF
licensees under the Payment Systems and Stored Value Facilities Ordinance
(Cap. 584) to be included as a type of permitted offerors, and will propose an
amendment in this regard. | am glad to see that the Government is receptive to
good advice to enhance the relevant provisions from a practical point of view.

Regarding the future development, | hope that the SAR Government can
continue to strengthen its communication with the industry to jointly promote the
use cases of stablecoins and the establishment of an ecosystem. In my opinion,
legislation is only the first step or a beginning, and the focus should be on the future
application coverage, diversification of use cases, international recognition, and
even the market data such as the volume of global transactions using stablecoins as
some countries’ reserves to prove if we are successful or not. The ability to
gradually promote the use of stablecoins in both the real and digital economies will
help to highlight Hong Kong’s strength in developing a compliant stablecoin and
VA centre.

Hong Kong has always boosted its huge merchandize trade value. For
example, its total global merchandise trade value amounted to HK$9.4645 trillion
in 2024. Stablecoin is characterized by its ability to resort to financial innovation
to solve some of the pain points of conventional finance and to speed up the
completion of trade transfers and transactions, etc. The Government and the
industry should work together to promote the related industries and the
implementation of use cases in tandem with the application of regulatory
technology to ensure a wider use by the public in a stable, secure, gradual and
orderly manner.
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In addition, | also hope that when the Government introduces the relevant
legislation, it will further enhance the market attributes of the products in phases in
the light of the actual needs and views of the market and the industry. Many
industry players around the world have been suggesting that in order to increase
the attractiveness and two-way circulation of stablecoins and make them more
valuable to the market, including on-chain interests, stablecoin issuers should
invest the relevant fiat-currency reserve assets in items of very low risks, including
sovereign bonds. Consideration can be made to directly give the interests earned
from such investments to stablecoin holders in the future to increase their returns.
This will bring great benefits to the future applicability of stablecoins, as well as
motivate the use of Hong Kong’s compliant stablecoins by global users. We
should never start early but finish late.

In addition, | hope that the Government will further enhance the regulatory
measures in relation to the over-the-counter trading services for VAs as well as the
licensing regime for VA custodial service providers, and expeditiously launch the
second-round consultation and the relevant legislative procedures, so as to
continuously enhance the overall framework of Hong Kong’s VA regulation,
strengthen protection of investors’ interests and facilitate the sustainable
development of Hong Kong’s VA ecosystem.

At the same time, the Government and the industry should also pay attention
to the risks involved, especially given the occurrence of a number of fraud cases in
the past involving VAs in Hong Kong resulting in billions of dollars of loss.
Apart from stepping up regulation, publicity and education on the part of the
Government, it is hoped that the mass media can also step up publicity to enhance
public awareness of the attributes of VAs and their risks, as well as the need to be
careful in choosing licensed entities for investment or trading.

| believe that if the Administration continues to enhance the legal
framework, remove barriers and restrictions for the industry as appropriate and
promote the development of the Web3 and VA industry under controllable risks, it
will definitely help Hong Kong to consolidate its position as an international
financial centre and take a further step forward in developing into an international
centre of innovation and technology.

With these remarks, Deputy President, | support the Bill.
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DR TAN YUEHENG (in Putonghua): Thank you, Deputy President. 1 speak in
support of the Stablecoins Bill. The establishment of a regulatory framework for
stablecoin issuers at the legislative level in Hong Kong is not only a timely response
to global financial innovation and regulatory reforms, but also an imperative to
safeguard local financial security and competitiveness.

Stablecoins maintain a stable value relative to fiat currencies. They are
cryptocurrencies issued using blockchain technology for transactions on the
blockchain. They have rapidly developed in recent years and are quickly entering
the global payment system. In 2024, the transaction volume of stablecoins
surpassed the payment volume of Visa for the first time. Since 2025, the market
size has continued to grow, with circulation exceeding $200 billion by the end of
the first quarter. The importance of stablecoins in the financial market continues
to increase.

Stablecoins hold a 1:1 peg with fiat currencies, which are often backed by
cash, sovereign bonds and other assets as collaterals, hence they enjoy an advantage
in terms of price stability. This enables them to serve not only as a medium of
exchange between fiat currencies and mainstream cryptocurrencies, but also as a
hedge against price volatility of mainstream cryptocurrencies.  Moreover,
compared to traditional finance, stablecoins offer extremely low cross-border
transfer fees, fast speed and high efficiency. This has prompted traditional
financial institutions to accelerate their entry into the market, leading to rapid
integrated development between stablecoins, cryptocurrencies and the traditional
financial system.

The rapid development of cryptocurrencies has driven transformation of the
entire financial system. Globally, some countries such as the United States have
accelerated the formulation of regulations on stablecoins and cryptocurrencies, and
increased investment in strategic reserves of cryptocurrencies such as Bitcoin,
which has fostered the institutionalization and popularization of cryptocurrencies.
As an international financial centre, Hong Kong must steadily engage in financial
innovation amid this wave of global financial transformation by actively exploring
legal framework reform and formulation of regulatory standards, so as to provide
an inclusive and secure institutional support for the innovative trends such as
digitalization of financial products and tokenization of assets.
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Stablecoins play an important role in the crypto asset ecosystem. The
Stablecoins Bill will help Hong Kong establish a regulatory regime for issuers of
fiat-referenced stablecoins, thereby preventing the risks associated with fraudulent
stablecoins and thus maintaining the stability of the Linked Exchange Rate System
of Hong Kong dollar. This legislation also marks the transition of Hong Kong’s
crypto financial ecosystem from fragmented growth to compliant innovation,
contributing to the healthy development of Fintech and crypto financial asset
market.

(THE PRESIDENT’S DEPUTY, DR STARRY LEE, took the Chair)

| have two suggestions for the subsequent implementation of the Bill and
promotion of stablecoin development. Firstly, we have to strike a proper balance
between strengthening regulation and nurturing the market. On the one hand,
clear licensing rules should be adopted to attract global stablecoin issuers, asset
management firms and technology service providers to establish a presence in
Hong Kong as we prevent financial risks and make steady progress towards the
goal of becoming an international hub for crypto assets. On the other hand, we
have to be open and inclusive, by allowing room for SMEs to experiment and
avoiding overly stringent regulations that hinder innovation. We have to inject
vitality into the traditional financial sector through regulatory innovation, such as
encouraging banks to launch stablecoin custody service and issue synthetic assets
pegged to Hong Kong stock ETFs, with a view to facilitating the integration of
crypto assets with the real economy.

Secondly, it is essential to develop diversified application scenarios along
under the Belt and Road Initiative (“BRI”) in a forward-looking manner, and
promote the in-depth application of Hong Kong dollar-referenced stablecoins in
BRI trade and investment. For example, if Hong Kong dollar-referenced
stablecoin can be used for cross-border payment in regional trade with emerging
markets such as Southeast Asia and the Middle East, it will not only enhance
transaction efficiency, lower transaction costs and foster BRI cross-border trade
and investment, but also diminish our reliance on the US dollar and increase
monetary autonomy.
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Looking ahead, on the basis of actively improving the legal and regulatory
framework and taking the lead in forming regional leading industry standards,
Hong Kong may seek cooperation with the Mainland in an attempt to integrate
Hong Kong dollar-referenced stablecoin into the settlement of BRI projects. For
example, China-capital enterprises may prioritize payments in Hong Kong
dollar-referenced stablecoin when exporting infrastructure equipment to Southeast
Asia, thereby gradually forming a regional currency habit. While promoting the
development of Hong Kong dollar-referenced stablecoin on a pilot basis, it is
necessary to deeply engage in the digitalization of RMB, and leverage the
experience gained from stablecoins to empower e-CNY, so as to position Hong
Kong as a stablecoin testing ground for the internationalization of RMB.

Lastly, once again, | have not used the term “virtual assets” in my speech
today. | still suggest that at an appropriate time, the term *“virtual assets” should
be gradually replaced by a more suitable alternative, such as “crypto assets”. This
Is because the term “virtual assets” give people the impression of being “unreal”,
which can drive away many potential investors. The term “crypto assets” better
reflects industry and international practices, more accurately represents the
technological nature of these products, and facilitates broader participation by
various investor groups, thereby promoting the integrated development of finance
and the real economy.

Deputy President, with these remarks, | support the Bill.

MR ROCK CHEN (in Cantonese): Deputy President, | speak in support of the
Stablecoins Bill (“the Bill””), which establishes a licensing and regulatory regime
for issuers of fiat-referenced stablecoins (“FRS”). Under the principle of “same
activity, same risks, same regulation”, the Bill provides a framework that balances
regulation and market development, thereby further facilitating the sustainable
growth of the crypto asset ecosystem in Hong Kong.

As the connection between the traditional financial system and crypto assets
becomes increasingly close, the role of FRS in Web3 and the crypto asset
ecosystem is becoming increasingly evident and important. For this reason, the
introduction of the Bill aims to regulate FRS activities, so as to address potential
risks to financial stability and provide necessary protection to users.
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Currently, major international financial centres around the world are actively
developing crypto asset business.  The introduction of the Bill precisely
demonstrates that the SAR Government spares no effort in developing crypto
assets, so as to ensure that Hong Kong does not lag behind its competitors and help
Hong Kong build a Web3 and Real World Asset (“RWA”) ecosystem.

The Bill stipulates that, for investor protection, only specific types of entities
may issue stablecoins to the public. In order to effectively monitor risks and
protect users, licensed FRS issuers must comply with stringent regulatory
requirements, including (1) ensuring that the reserve assets backing the stablecoins
consist of high-quality and high-liquidity assets, and the market value of the reserve
assets must at all times be at least equal to the par value of the stablecoins in
circulation; (2) ensuring that redemption requests from holders to issuers must be
processed without undue costs on a timely basis; and (3) ensuring that the
regulatory regime follows the general financial requirements on anti-money
laundering, risk management, disclosure, auditing, personnel selection and so on.

In terms of management and supervision, the Bill provides the Monetary
Authority (“MA”) with a range of supervisory and investigatory powers for
effective enforcement. For example, in respect of supervision, MA may make
regulations and issue guidelines; in respect of investigation, if MA has reasonable
grounds to believe that a person has committed an offence or violated certain
regulations under the regime, MA may immediately conduct an investigation of the
person concerned and require relevant parties to provide evidence or assist in the
investigation, as well as apply to a magistrate for a search warrant, etc. The
proposed amendments also stipulate that when a licensee fails to fulfil its
obligations or encounters financial difficulties, MA has the authority to suspend its
licence, and ensure that the stablecoins held are properly managed and the
redemption requests can be met. All these measures have strengthened public
confidence in stablecoins.

The Bill strikes a proper balance between industry regulation and industry
innovation. Inaddition to establishing a sound and appropriate regulatory regime,
the Bill, on the one hand, provides protection to FRS users, while on the other hand,
facilitates the sustainable and responsible development of the stablecoin ecosystem
and related industries, thereby enhancing the efficiency of financial activities and
fostering industry innovation.
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During the deliberations of the Bills Committee, a number of members have
expressed concerns about the prevention of fraudulent activities during the
transitional period to ensure that the legislation not only regulates good people, but
also plugs the loopholes that could be exploited by fraudsters or unlicensed issuers.
According to the Administration’s reply, the Bill is designed to reduce the potential
risk of retail investors being defrauded by unlicensed stablecoin issuers. The
Government, the Hong Kong Monetary Authority (“HKMA”) and the Investor and
Financial Education Council will maintain communication regarding the potential
risks with the public and individuals interested in investing in stablecoins, and
conduct extensive publicity on education and investor protection. Meanwhile, the
Government, the Securities and Futures Commission, HKMA and the Police have
established a close cooperation mechanism to proactively monitor suspicious
activities.

During the deliberations of the Bills Committee, | suggested that HKMA
should maintain close liaison and communication with the world’s largest
stablecoin issuers (i.e. issuers of USDT and USDC, which account for 99% of the
global market share), encourage them to apply for licences in Hong Kong, and
provide them with all appropriate assistance. As we all know, USDT and USDC
are stablecoins with the highest global liquidity. Their continuous operation in
Hong Kong in compliance with the law will certainly help the stablecoin industry
flourish.

Looking ahead, the introduction of stablecoins enables the tokenization of
RWA on the blockchain. This process converts the value of physical assets into
digital form to facilitate transactions and management. For example, HKMA'’s
e-HKD Pilot Programme has begun to explore the possibility of tokenized deposit,
which not only enhances liquidity but also provides a more convenient settlement
solution for transactions between financial institutions.

Moreover, the development of stablecoins has facilitated the efficiency of
cross-border payments. The mBridge project is a very successful example, where
actual cross-border transactions are carried out with central bank digital currencies,
thereby enhancing connectivity between banks, streamlining the transaction
process, reducing costs and creating new business opportunities for international
trade.
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By leveraging the transparency and immutability of blockchain, the use of
stablecoins enhances the efficiency and transparency of the financial services
industry, while promoting innovation in financial services. In summary, the
passage of the Bill will provide a legal foundation and regulatory framework for
the development of the stablecoin industry. At the same time, it will maintain
Hong Kong’s international competitiveness in the crypto asset field and further
consolidate Hong Kong’s status and role as an international financial centre.

Deputy President, with these remarks, | support the Bill.

MR ROBERT LEE (in Cantonese): Thank you, Deputy President. | support the
Stablecoins Bill (“the Bill”) which aims to further improve the regulatory
framework for virtual asset (“\VVA”) activities by establishing a licensing regime for
issuers of fiat-referenced stablecoins. In this speech, | will talk about the
development of VAs in recent years, outline my reasons for support the Bill and
make suggestions to promote the future development of the stablecoin market.

The Government issued the Policy Statement on development of Virtual
Assets in Hong Kong as early as in 2022, setting out clear policy stance and
approach towards developing the VA industry and ecosystem in Hong Kong.
Subsequently, regulators have established a licensing regime for VA trading
platforms, permitting retail investors to participate in VA trading on an appropriate
scale and gradually rolling out different types of VA exchange-traded funds. This
year, the new roadmap “ASPIRe” released by the Securities and Futures
Commission promotes the development of the VA market.

In today’s discussion on the Bill, I would like to briefly explain the functions
of stablecoins, as well as their relationship with the VA market. By referencing
to real world assets (such as fiat currencies), stablecoins can serve as a bridge
between traditional finance and VA investments.  Investors may first convert their
fiat currencies into stablecoins, before investing in the VA market. At the same
time, payment and settlement costs can be significantly reduced because of the
underlying blockchain technology.  Stablecoins are also widely used for
cross-border payments. It was reported that the transaction volume of stablecoins
last year has already surpassed that of Visa and Mastercard.
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Although stablecoins claim to maintain value stability, there have been past
incidents of severe value drops or even total collapse. For example, in 2022,
algorithmic stablecoins “Terra” and “Luna” plummeted and caused a financial
crisis.  Therefore, |1 support the Bill which stipulates that the Hong Kong
Monetary Authority to serve as the gatekeeper, permits only asset-backed
stablecoins to be issued, and requires issuers to hold reserve assets with high
liquidity of equivalent value, so as to ensure the healthy development of
stablecoins, and prevent issues with individual projects from affecting the entire
financial system in Hong Kong.

Investors are remined to prioritize trading licensed stablecoins because the
Bill imposes stringent requirements on the reserve assets of stablecoin issuers,
including auditing, transparency and liquidity requirements. According to public
data, some mainstream stablecoins currently hold reserve assets such as corporate
bonds, precious metals and VA. In the event of significant market volatility in
the market, the value of their reserve assets could be severely affected and thus
trigger a liquidity crisis. The licensing mechanism under the Bill is designed to
mitigate this risk.

The Bill also leaves room for future development by allowing issuers of
non-Hong Kong dollar-referenced and non-fiat-referenced stablecoins (e.g.
gold-backed stablecoins) to apply for licence in Hong Kong, which | believe will
be welcome by the market.

On the other hand, | have expressed concern in the Bills Committee about
the financial resource requirement imposed on stablecoin issuers.  The
Government has indicated that the minimum amount of paid-up share capital for
issuers is $25 million under the final proposal. 1 suggest that the Government
could consider increasing the flexibility of the financial resource requirement by,
for example, drawing reference from the practice of the Securities and Futures
Commission, in order to achieve the same regulatory objective.

At the same time, in order to promote the development of the financial
market and VA, | also hope the authorities will consider reducing the restrictions
on professional investors, such as relaxing the relevant eligibility to enhance the
participation of retail investors. | would like to emphasize that professional
investors do not necessarily have extensive knowledge and trading experience of
VA. On the contrary, non-professional investors do not necessarily lack
knowledge of VA. The authorities should step up investor education and
publicity to promote a more widespread development of stablecoins.
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Regarding the publication of advertisements on stablecoins, | suggest that
the authorities should protect the public and investors, while protecting the interest
of licensed institutions and facilitating their business development. In particular,
the use of online platforms by Internet influencers or controversial promotional
methods should be regulated to avoid causing unfairness to the licensees and
damaging the public image of stablecoins.

Furthermore, considering that only three institutions are currently
participating in the stablecoin issuer sandbox, without any major international
stablecoin issuer, it is recommended that the Hong Kong Monetary Authority
should continuously review and enhance the relevant regulatory framework,
enhance the flexibility of the approval process as well as the overall attractiveness
of the regime, strengthen outreach to major stablecoin issuers and actively assist
them in meeting the licensing requirements, so as to encourage them to establish a
presence in Hong Kong.

Lastly, I have always stressed that the purpose of legislating for innovative
financial products is not to hinder or even prohibit the development of relevant
financial products, but to strike a proper balance between regulation and market
development. | hope that the Government will continue to assist future licence
holders in expanding their business, so as to foster the development of stablecoins
and VA market in Hong Kong.

Deputy President, with these remarks, | support the Bill.

MR CHAN CHUN-YING (in Cantonese): Deputy President, first of all, | declare
that | work in an authorized institution and have the opportunity to participate in
stablecoin business.

With the rapid development of digital economy and continuous innovation
in Fintech, stablecoins as an emerging digital asset are gaining widespread
application in various payment and transaction scenarios by virtue of their
advantages of being pegged to assets such as fiat currencies, government bonds,
gold and stocks, as well as their high efficiency in cross-border payment. They
not only provide convenience to participants, but also significantly reduce
transaction costs and exchange rate risks. In recent years, there has been an
increase in the number of illegal activities and risky events related to
cryptocurrencies. Hence, ensuring transaction and operation security has become
Imperative, and the issuance of stablecoins is undoubtedly a viable solution.
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The global circulation of stablecoins has exceeded US$100 billion,
demonstrating the market’s urgent demand for efficient payment tools. While
various stablecoin products are already circulating in Hong Kong, there is still a
lack of clear regulatory standards. On the contrary, advanced financial markets
like the United States, European Union, Japan and Singapore have already enacted
relevant laws and policies to regulate the issuance and trading of stablecoins. As
an international financial centre, Hong Kong must keep abreast of the times and
respond to changes in the global financial landscape. The Government issued the
Policy Statement on development of Virtual Assets in Hong Kong in 2022 and
formulated necessary regulations under the principle of “same activity, same risks,
same regulation”, so as to facilitate the sustainable development of virtual asset
(“VA”) activities. In addition to the regulatory regime for VA trading platforms,
the establishment of a licensing regime for issuers of fiat-referenced stablecoins
(“FRS”) will undoubtedly further strengthen Hong Kong’s regulatory framework
and bring it in line with international standards.

| am a member of the Bills Committee. During the clause-by-clause
examination of the Bill, members have actively put forward a number of comments
on the presentation, specific implementation details and potential impact of the Bill.
| am pleased to see that the Government has listened extensively and thoroughly to
our views, and accepted most of the suggestions and made substantial amendments
to the relevant provisions. | would like to take this opportunity to thank the
Financial Services and the Treasury Bureau and the Hong Kong Monetary
Authority for their hard work.

The following are my views and suggestions on the content of the Bill and
the amendments. First, regarding the custody arrangements, in view of the recent
incident in which a third-party custodian was suspected of illegally
misappropriating the digital asset reserves, | consider it necessary to limit the
custodian role to licensed Hong Kong financial institutions at the early stage of
stablecoin development, so as to more effectively protect the interests of investors
and prevent them from suffering losses due to the selection of inappropriate
custodian by the issuer. As for the eligibility of custodians, the authorities have
indicated that they were drawing up industry guidelines to clarify the eligibility
requirements. | hope that the authorities will finalize the relevant arrangements
as soon as possible, with a view to avoiding any uncertainty in the enforcement
after the implementation of the ordinance.
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Second, regarding the position of stablecoin manager, clause 66 of the Bill
stipulates that authorized institutions must create a stablecoin manager position.
In my opinion, it is important to clarify whether the holder of this position may also
serve as business manager in another authorized institution. For example, in the
banking industry, it is common for an individual to hold both positions of
international business and retail business manager, but risk management and
frontline operations must remain independent. The Administration has replied
that the stablecoin manager must be approved by the Monetary Authority and fulfil
the duties specified in the ordinance. However, it did not give a definite answer
to my concern about dual roles. | hope the Administration will further clarify the
regulation on dual roles in future guidelines. Meanwhile, the Bill mentions
flexible filling of manager vacancy. Take the practice in the banking industry as
an example, key positions can usually be taken up by several people to ensure the
flexibility of bank operations. | understand that according to the Administration,
dual roles refer to the fact that a manager of a particular business line may also
serve as stablecoin manager. However, the Administration has not clearly
indicated what positions must not be overlapped. | recommend the
Administration to clarify the restrictions on dual roles by specifying personnel of
which business lines may concurrently hold stablecoin positions, so as to avoid
potential conflicts and strike a balance between compliance requirements and
operational efficiency.

Third, regarding the establishment of the Stablecoin Review Tribunal, the
Bill requires the Chairperson of the Tribunal to have a background as a judge.
However, it does not specify the composition of the tribunal, the number of
members and professional qualifications of the members. In contrast, the
Protection of Critical Infrastructures (Computer Systems) Bill passed recently
clearly outlined the appeal panel mechanism and provided for its composition and
membership in detail: The Chief Executive will appoint an appeal panel comprising
at least 15 members, including at least two information technology professionals,
two legal professionals and two neutral individuals with neither information
technology nor legal backgrounds. On the contrary, the composition of the
Stablecoin Review Tribunal appears too simplistic. The Administration has
replied that this is in line with corresponding provisions in the Banking Ordinance,
the Payment Systems and Stored Value Facilities Ordinance and the Anti-Money
Laundering and Counter-Terrorist Financing Ordinance. However, in view of the
highly technical nature of stablecoins, the Administration is advised to draw
reference from relevant experience and carefully consider the composition, number
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and professional qualifications of tribunal members, particularly the inclusion of
professionals who are familiar with finance and technology, so as to further
enhance its credibility.

Fourth, regarding the proportionality of the regulatory scope, given that
stablecoin is similar in nature to issuance of banknotes, it is necessary to impose
more stringent regulation. However, the existing regulation of banks primarily
focuses on senior management, while the regulation of stablecoins encompasses all
employees, which seems overly stringent and may hinder the development of the
industry. The Administration has responded that stablecoin issuers are effectively
managing the fiat assets of the holders. In the event of bankruptcy, financial
irregularities or fraud, the reputation of the entire licensed institution will be
directly affected. Hence, it is necessary to establish a corresponding risk control
mechanism. At the same time, the Bills Committee’s report emphasizes that
limiting the scope of clause 64 of the Bill might restrict the Monetary Authority’s
discretion in response to the potential risks. However, it is anticipated that
instances requiring the Monetary Authority’s consent would not be common in
practice. Accordingly, | recommend the Administration to further clarify the
regulatory scope concerning licensed employees and focus the regulation on
personnel directly related to stablecoin operations, so as to ensure that the
requirements are clear, reasonable and easily understood by the public, thereby
striking a balance between stringent regulation and industry development.

Lastly, regarding enhancement of the stablecoin redemption mechanism, the
establishment of the regulatory framework for FRS issuers is only a preliminary
stage.  Gradual enhancements to the support measures should be adopted
subsequently. The Bill stipulates that licensed institutions must redeem valid
requests from holders at par without imposing onerous conditions or unreasonable
charges. The redemption process, time frame and so on shall also be clearly
disclosed in order to protect holders’ rights. However, under the current regime,
as the implementation of the redemption mechanism is left to the discretion of the
licensed institutions without uniform standards, there will probably be
inconsistencies in the standards and levels of procedural transparency. It is
suggested that the Administration should further clarify the redemption review
standards, so as to provide clearer compliance guidelines for the industry and
promote the robust development of the stablecoin market.
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Deputy President, in view of the important roles of FRS and Web3 VA
ecosystem, coupled with the increasingly close ties between the traditional
financial system and the VA market, the Bill which sets out the eligibility of issuers,
management of reserve assets and redemption mechanism, will not only provide
clear rules for the market, but also help enhance investor confidence and promote
healthy development of the stablecoin market. It is expected to attract more
international top-tier stablecoin issuers to establish a presence in Hong Kong,
which will have far-reaching significance to building Hong Kong’s stablecoin
ecosystem.

With these remarks, I support the Bill and all the amendments.

MR MARTIN LIAO (in Cantonese): Deputy President, first of all, I declare that
| am an independent director of a multinational bank.

Deputy President, in response to the development of virtual assets (“VAs”),
the Hong Kong Government issued the Policy Statement on Development of VAs
in Hong Kong in October 2022, setting out enhancements to the VA regulatory
framework under the principle of “same activity, same risks, same regulation”, and
implemented the licensing regime for VA service providers since June 2023.
After more than two years of efforts, Hong Kong’s relevant policies and regulations
have gradually been enriched, and the development of VAs has attracted the
attention of global Web3 practitioners.  This year, the world’s largest
cryptocurrency and Web3 event, Consensus, was held in Hong Kong for the first
time, with a record high attendance of nearly 10 000 people from 100 countries and
regions.

Deputy President, among various VAs, stablecoins have gradually become
one of the major settlement assets for blockchain transactions in recent years thanks
to their value stability and wide range of application scenarios. The growth of
stablecoins has been remarkable, with the market size soaring from $130 billion at
the beginning of 2024 to $230 billion in April this year. In addition, with the
gradual enactment of stablecoin legislation in the United States, a report by a major
bank anticipates that the stablecoin market will balloon to $2 trillion within three
years. In the face of the potential development opportunities presented by
stablecoins, Hong Kong must seize the moment to become a global leader in Web3
finance by reviewing its regulations and products to enhance competitiveness.
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As we all know, to accept and develop something new, we must first
understand its meaning. What is stablecoin to the general public? In fact,
stablecoin is a type of VA that maintains a stable value by referencing certain assets
(usually fiat currencies). Unlike central bank digital currencies (e.g. e-CNY),
stablecoins can be issued by financial institutions or corporations.

Deputy President, as fiat-referenced stablecoins (“FRS”) are supported by
reserve assets comprising national fiat currencies or bonds of equivalent value, they
have the potential to develop into a widely accepted means of payment, thus more
likely to integrate into the mainstream financial system. Hence, they may pose
more imminent risks to monetary and financial stability. Therefore, | support the
direction of the Stablecoins Bill (“the Bill”) to establish a regulatory regime for
FRS issuers. This aligns with the global trend of regulating and monitoring the
financial risks posed by stablecoins. It is also the responsibility of Hong Kong,
as a member of the Financial Stability Board, to fulfil its regulatory obligation in
respect of stablecoins.

Under the Bill, any person issuing FRS in Hong Kong, issuing Hong Kong
dollar-referenced stablecoins, or actively marketing his issuance of FRS to the
public of Hong Kong must obtain a licence. Moreover, only five types of licensed
institutions may offer FRS to the public. In my opinion, the key to regulating
stablecoins is to minimize the risks of insufficient reserves, value decoupling and
excessive centralization, so as to mitigate the risk spillover to traditional finance
and effectively protect the public. The Bill stipulates that licensees must maintain
a sound reserve stability mechanism to ensure that reserves backing the stablecoins
are comprised of high-quality high-liquidity assets. It also sets a minimum
standard that the total reserve value must at all times be at least equivalent to the
face value of FRS in circulation, so as to make proper segregation and safekeeping.

Furthermore, the Bill provides for the right of FRS holders to redeem the
stablecoins from the issuer at par value, and that redemption requests must be
processed without undue costs on a timely basis. It also sets out a series of
anti-money laundering, risk management, disclosure, audit and personnel selection
requirements.  Regarding the duty of licensee to report inability to meet
obligations, | am pleased to see that the Administration has proposed amendment
to clause 25(1) of the Bill in response to the feedback of the Bills Committee to
delete subjective wordings such as “it appears to”, so that the reporting duty under
clause 25(1) will be triggered whenever relevant situations arise, i.e. a licensee is
likely to become unable to meet its obligations, is insolvent or is about to suspend
payment. | believe that the series of requirements on licensees in the Bill will
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help ensure that stablecoins are truly “stable”, thereby providing effective
protection to holders and reducing the impact on the financial system. However,
as VAs continue to develop in the future, the Administration should keep it under
review.

Deputy President, in order to implement the regulatory mechanism, | support
the Bill in empowering the Monetary Authority (“MA”) to make regulations and
issue guidelines, as well as institute an investigation when it has reasonable grounds
to believe that a person has committed an offence or violated a requirement under
this regime. It may also require relevant individuals to provide necessary
evidence or assistance, and apply to a magistrate for a search warrant.
Furthermore, in the event of severe circumstances, like when a licensee becomes
unable to meet its obligations, is about to become insolvent, or operates its business
in a manner detrimental to the interests of any designated stablecoin holder or
potential holder associated with the license, MA may, after consulting with the
Financial Secretary, exercise its power to control the licensee and temporarily
suspend the licence in emergency situations.

On the other hand, clause 140 of the Bill provides for a review mechanism
under which a person who is aggrieved by a specified decision may refer the
decision to the tribunal for review. A decision of the tribunal is final and is not
subject to appeal except on a point of law. This balances the needs of licence
applicants and helps ensure the overall fairness and justice of the legislation.

Deputy President, up-to-date legislation and a sound regulatory mechanism
are the prerequisites for the development of stablecoins, while expanding the
application scenarios of stablecoins as well as publicity and education are key
focuses for future work. Compared with traditional payment and settlement
methods, transactions using stablecoins on the blockchain are more efficient, offer
greater transparency, and provide immutable transaction data. This can enhance
payment certainty and may create new opportunities for Hong Kong’s small and
medium enterprises to reduce transaction costs, improve capital flow efficiency and
tap into international markets. At the same time, as programmable money,
stablecoins can be used to execute complex transactions, which may give rise to
breakthrough application scenarios. For example, stablecoins could be
automatically transferred upon fulfilment of specific contractual conditions in
commercial agreements, or even enable Al-driven automatic settlements in supply
chains. The Hong Kong Monetary Authority announced three participants of the
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stablecoin issuer sandbox in July last year. This year, the Chief Executive led a
delegation to visit the Middle East, and Qatar was very interested in the
development of stablecoins in Hong Kong. In the future, the authorities should
promote and attract more stablecoin issuers to Hong Kong, so as to position the
city as a digital asset hub and open up cross-border settlement channels.

Deputy President, in my opinion, the Bill adopts a risk-based approach and
adheres to international standards. It strikes an acceptable between promoting
financial innovation and FRS development, and protecting the rights of holders. |
support the Bill and the amendments.

| so submit.

MR LAM SAN-KEUNG (in Cantonese): Deputy Chairman, on 22 May 2010, an
American bought two pizzas with 10 000 Bitcoins, making it the world’s first
physical purchase made with cryptocurrency, and so the day was commemorated
as Bitcoin Pizza Day. Today, 21 May, is one day apart from that particular day
after 15 years. If the Stablecoins Bill is passed today, Hong Kong will become
the first region in China to legislate on recognizing and regulating stablecoins, and
the passage will be a milestone in the development of cryptocurrencies in China.

Over the past 15 years, Hong Kong has had a glorious history in the field of
cryptocurrency. Several globally renowned cryptocurrency exchanges and US
dollar stablecoin companies have gone global from Hong Kong. The first Initial
Coin Offering (ICO) was completed eight years ago in Hong Kong—I must first
declare interest that a company | previously worked for was involved in it—and
although Hong Kong is now facing competition from emerging cryptocurrency
centres such as Singapore and Dubai, | am glad to see that the SAR Government
has attached importance to the development of the cryptocurrency market.

Cryptocurrency is an emerging industry, and there are always going to be
some bad actors in it. Currently, hundreds of thousands of new cryptocurrencies
are launched in the market every day. Some of them are used for speculation or
are even involved in money laundering, fraud and other illegal activities,
endangering investors’ rights and disrupting the market order. The Government
must crack down on these illegal activities.
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However, crackdowns should not be launched indiscriminately to ban
everything.  Cryptocurrencies can serve other practical purposes, such as
stablecoins, asset tokenization and tokenization for start-ups. These types of
cryptocurrencies can be used to raise and finance capital across geographical
boundaries in a short period and attract international talents to participate in start-up
projects, which will benefit the development of the real economy, and they are
worth developing.

Our country needs to establish a sound cross-border financial service system,
enrich the supply of financial products and services, bolster the rule of law in
foreign-related matters and actively participate in the formulation of international
rules. As the only common law jurisdiction in China, Hong Kong can give full
play to its advantages under *“one country, two systems” as an international
financial centre, and play a pioneering role in the development and regulation of
cryptocurrencies for the country and the international community.

Therefore, | support the Bill in setting aside stablecoins from other
cryptocurrencies for regulation by enacting legislation. | believe that this
approach of introducing regulation by legislation can be extended to other
cryptocurrencies that are conducive to the development of the real economy, so as
to foster the orderly development of the industry.

It can be expected that after the passage of the Bill, Hong Kong will be able
to better leverage the characteristics of stable value and high interoperability of
stablecoins.  This will not only facilitate more cross-border payments and
settlements but also promote cross-regional collaboration and innovation, open up
new application scenarios, and create greater synergy between the digital and the
real economies. The Bill will help consolidate Hong Kong’s position as an
international financial centre, enhance Hong Kong’s voice and international
influence in the formulation of international financial rules, and make Hong Kong
a leader in the cryptocurrency industry.

However, | must emphasize that Hong Kong should be a pioneer in the
regulation and development of cryptocurrencies, not a martyr. The Government
should make good use of the Stablecoins Ordinance (“the Ordinance”) to find the
best balance between regulation and innovation. It should avoid making the
cryptocurrency market in Hong Kong stagnant and lifeless once regulation is
introduced, otherwise, the loss will outweigh the gain.
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| hope the Government and the regulatory bodies will bear in mind that Hong
Kong is a common law jurisdiction. One of the characteristics of common law is
that it is a “bottom-up” system under which a common practice can become a
precedent. The market will find its way out, and practitioners will find a balance
between development and self-regulation. If the Government is too strict, the
whole industry will move to other parts of the world. The purpose of regulation
by enacting legislation is to stop money laundering, fraud and other offences, not
to kill the industry.  Even if the regulatory framework of the law is lax, the Hong
Kong courts can still make new laws and new regulatory rules through their
judgments.

Therefore, after the Ordinance has taken effect, the Government should
conduct a comprehensive review of its implementation within one or two years to
examine whether the market has been killed accidentally. It should also make
timely adjustments in light of the actual market operation to ensure that the policy
can keep abreast of the times, truly meet the needs of the industry and maintain the
vitality of the cryptocurrency market.

As the cryptocurrency market continues to grow, so will the number of
disputes, controversies, and even scams involving cryptocurrencies. As we all
know, while the legal services for many traditional industries (e.g. shipping) have
long been monopolized by Western countries, the cryptocurrency dispute
resolution market is still a “blue ocean”. In fact, the Hong Kong court is the first
jurisdiction in the world to handle a case involving cryptocurrency and issue the
world’s first tokenized injunction order to protect investors’ interests. Hong
Kong should leverage its advantages in the common law system to attract more
parties to cryptocurrency disputes to Hong Kong for litigation or arbitration, and
continue to encourage judicial innovations such as the tokenized injunction order
in order to become an international judicial and dispute resolution centre in
cryptocurrency.

In addition, the legal, accounting and other professional services related to
the cryptocurrency industry must be able to keep abreast of the times in order to
develop better and enhance the overall competitiveness of Hong Kong in the field
of cryptocurrency. However, the reality is that there are only about ten lawyers
in Hong Kong who are really familiar with cryptocurrency law, and one of them is
serving in a regulatory body. The vast majority of local lawyers do not have
sufficient knowledge and experience in the emerging field of cryptocurrency to
meet market demand, nor can they provide strong support for product and model
innovation.
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As the cryptocurrency industry is still in its early stage of development, it is
difficult for local law firms to build up a team specializing in cryptocurrency
services on their own. While the Government launched subsidized training
programmes for the financial sector some years ago, such as the Pilot Green and
Sustainable Finance Capacity Building Support Scheme, there has been no training
programme for legal practitioners to help lawyers upgrade their skills and develop
new business. In several committees of the Legislative Council, some Members
have spoken for the legal profession, arguing that the Government should invest
resources in training more legal practitioners to enhance their understanding in new
technologies and new business models, so as to create a clustering effect and to
serve the development of innovation and technology (“I&T”) industries in Hong
Kong and our country. | agree and | am very touched by them.

In addition, the tertiary institutions funded by the SAR Government have the
responsibility to provide courses on cutting-edge technologies and applications
such as cryptocurrency, Al, blockchain and the metaverse, rather than just teaching
theories that have no practical value or are even outdated. This will enable
students to move seamlessly from the campus to the workplace to satisfy the
demand for talents in the new era and provide a continuous supply of human
resources for the legal, financial and 1&T industries in Hong Kong.

With these remarks, Deputy President, | support the Stablecoins Bill.
Thank you.

MS YUNG HOI-YAN (in Cantonese): Deputy President, | speak in support of the
Stablecoins Bill (“the Bill”).  The Bill not only responds to the latest development
trend in the international financial market, but also consolidates Hong Kong’s
position as an international financial centre and in Web3. The passage of the Bill
will bring regulation, confidence and innovative impetus to Hong Kong’s virtual
asset (“VA”) market. It will also enable Hong Kong to leverage its unique
advantages under “one country, two systems” and with the strong support of the
motherland to promote Hong Kong’s long-term economic development.

Firstly, as a kind of VA, stablecoins have been rapidly emerging in the global
financial market in recent years. Backed by fiat currencies and other assets,
stablecoins have a relatively stable value and are widely used in cross-border
payment, asset transfer, digital economy and other areas. According to the
“Policy Statement on the Development of VAs in Hong Kong” published by the
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Government in 2022, Hong Kong has clearly proposed to improve the VA
regulatory framework under the principle of “same activity, same risks, same
regulation”. This is the legislative basis of the Bill.

The contents of the Bill are comprehensive. Firstly, the Bill defines a
“stablecoin” to include a crypto asset or digital asset that is denominated with
reference to the value of a single asset or a basket of assets and operated by
technologies such as distributed ledger technology. Under the Bill, any person
who issues, manages and actively markets a specified stablecoin in Hong Kong
must apply for a licence and comply with stringent requirements on capital
adequacy, management of reserve assets, information disclosure, anti-money
laundering and counter-terrorist financing. These requirements will help prevent
the use of stablecoins for illegal activities and protect the interests of investors and
users.

In addition, the Bill gives the Monetary Authority flexible regulatory powers
to specify a digital representation of value to be a regulated stablecoin by notice
published in the Gazette in accordance with market conditions and technological
developments. This will ensure flexibility in the regulatory regime and enable it
to respond to emerging risks promptly. The Bill also requires the licensee to
regularly disclose important information such as the mode of operation, reserve
assets and risk factors of the stablecoin to enable users to make informed decisions.
In the event of financial difficulties, the licensee must report to the regulator in a
timely manner to protect the safety of users’ assets. Failure to do so will result in
strict criminal penalties to ensure effective and fair law enforcement.

The Bill also explicitly regulates the issuance of stablecoins with reference
to Hong Kong dollars by an overseas entity.  The requirement for an issuing entity
to obtain a licence even though it is not located in Hong Kong is conducive to
safeguarding the financial stability and international reputation of the Hong Kong
dollar.  This is a clear demonstration of Hong Kong’s responsibility and
commitment as an international financial centre.

From an international perspective, there are several advantages in Hong
Kong’s stablecoin regulatory regime. The European Union currently requires
stablecoin issuers to obtain an Electronic Money Institution licence, while
Singapore has proposed to regulate stablecoin issuance service under the Payment
Services Act. The Bill in Hong Kong has been prepared after considering these
international best practices and the actual local situation, and the most flexible and
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targeted regulatory framework has been designed. In particular, Hong Kong’s
licensing regime protects market order and encourages innovation and technology
(“I&T”) development, providing confidence and good guidelines for local and
overseas quality stablecoin issuers, VA service providers and fintech start-ups to
develop in Hong Kong.

The Bill will also have a positive impact on Hong Kong’s fintech ecosystem
in several ways. In particular, as mentioned earlier, stablecoins can serve as the
foundation for innovative applications such as digital payment, cross-border
settlement and asset tokenization. The Bill also provides legal protection for the
activities of related innovative services and encourages cooperation between
traditional financial institutions and fintech enterprises to develop more diversified
financial products and services, thereby enhancing the competitiveness of Hong
Kong’s financial industry.

Just now, some Members have expressed concerns about how to prevent
financial crimes, protect users’ assets and enhance the confidence of investors and
the public in the VA market. This is crucial to attracting international capital and
partners and will further uphold Hong Kong’s reputation as an international
financial centre. With the development of stablecoins and related businesses,
there is a huge demand for blockchain, cryptography, compliance and risk
management expertise. As Mr LAM San-keung said earlier, there is a shortage
of legal professionals in this area. Relevant legal professionals may have
emigrated some years ago due to the financial crisis, so efforts need to be made
expeditiously to attract them back to Hong Kong and cultivate legal and
technological talents in finance and Vas, including stablecoins.

In the long run, the Bill will enhance Hong Kong’s financial stability and
risk management. Without proper regulation, stablecoins may pose a threat to
local monetary policies, financial stability and consumer interests. Therefore, if
Hong Kong can effectively monitor and manage the risks associated with
stablecoins, it can prevent a systemic financial crisis and maintain the stability of
Hong Kong’s financial system.

Most importantly, the Bill gives full play to our unique advantages under
“one country, two systems” with the strong support of the motherland. The
National 14th Five-Year Plan clearly supports the development of Hong Kong as
an international 1&T centre and a digital economy. The stablecoins regulatory
regime will help Hong Kong integrate with the Mainland and international markets,
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promote cross-border financial cooperation, and give full play to its advantages
under “one country, two systems”. Hong Kong can make reference to the
Mainland’s experience in digital RMB and fintech regulation, and connect with the
international market to serve as a bridge for fintech cooperation between China and
the rest of the world.

| also note that the Bills Committee and various sectors of the community
have put forward several proposals on the Bill, including enhancing the disclosure
of information by licensees, improving consumer protection and responding
flexibly to technological developments. | can see that the Government has
responded positively to these suggestions and | have also heard Mr CHAN
Chun-ying’s professional advice. | hope that the Government will make more
reference to the views of the banking sector and make timely responses in light of
the operation of the entire system. | believe that the Bill can prevent financial
risks and protect consumers’ rights and interests, laying a solid foundation for Hong
Kong’s fintech innovation and the upgrading and transformation of our
international competitiveness.

With these remarks, | support the Bill.

DR SO CHEUNG-WING (in Cantonese): Thank you, Deputy President. The
development of stablecoins, as a bridge between traditional financial assets and
virtual assets (“VVAs”), has been booming in the international arena in recent years.
However, its potential regulatory concerns should not be overlooked, including
structural risks such as insufficient asset reserves and lack of transparency, and
there have been individual crashes in foreign countries. The development of VAs
is an international trend, and Hong Kong has established a strategic position to
develop into an international VA centre.  Therefore, it is crucial for the
Government to formulate a comprehensive development strategy and a complete
and clear regulatory framework in order to lead the industry to develop steadily.
As a member of the Bills Committee, | support the passage of the Stablecoins Bill
(“the Bill™).

With the support of blockchain technology, stablecoins have the
characteristic of enabling low-cost and highly efficient payment. The passage of
the Bill will not only enhance the transparency and compliance of the stablecoin
market in Hong Kong to strengthen investor and public confidence, but also inject
new momentum for fintech innovation, promote innovation in the payment and
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settlement system, cross-border trade financing and tokenization of physical assets,
deepen the application of e-commerce and asset management as well as attract the
development of blockchain enterprise clusters, thereby enhancing the efficiency of
the cross-border payment system in a holistic manner.

The Bill today establishes a licensing regime for stablecoin issuers,
specifying the scope of regulation and imposing requirements, e.g. the market value
of the reserve assets pool must be at least equal to the par value of the outstanding
stablecoins in circulation, and redemptions must not be subject to unduly
burdensome conditions or unreasonable fees. In addition, issuers are required to
obtain permission from the Hong Kong Monetary Authority and comply with risk
management requirements by regularly disclosing details of their reserve assets,
including the nature, value and location of the assets. Besides, a range of
requirements is also specified in relation to anti-money laundering, auditing and a
fit and proper person. Enacting this piece of legislation which focuses on the core
contents of systemic risk prevention and control, convergence with international
regulatory standards and protection of investors’ rights and interests, is a very
appropriate and professional move by the Government.

There are also some controversial contents in the Bill, including the
thresholds which are said to be too stringent and high, requiring issuers to have a
registered capital of at least HK$25 million and requiring the selection of
high-quality, high-liquidity and low-risk investments for the reserve assets. There
are views that a high threshold can ensure that the operators have sufficient
financial capabilities, but it will also stifle some passionate and small-scale issuers,
limit competition and innovation in the market, and excessively stringent regulation
on the selection of reserve assets may affect the flexibility of the operators. Inmy
view, prudential regulation is a necessary and robust step to take initially given the
risks that the market has presented. When the regulatory mechanism has matured,
| hope that the Government will consider establishing a tiered regulatory system
and appropriately adjusting the entry thresholds for new players with innovative
potentials on the premise of strengthening risk control, so as to take into account
both market vitality and financial development.

In addition, the Bill provides that the issuers may not pay interest to users of
stablecoins. Some have queried that without interest, stablecoins will not be able
to compete with time deposits of banks. In my view, as stablecoins are mainly
used as a means of payment rather than an investment product, hence, disallowing
interest payment is in line with the mainstream practice in the international market
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and the Government’s yardstick is probably appropriate. However, | also suggest
that if the issuers deposit their reserve assets in banks as time deposits and distribute
part of the interest income to the users, it will increase the attractiveness of
stablecoins. | suggest that the Government should review the development trend
in the future, and consider relaxing the restrictions appropriately in order to
increase the competitiveness of stablecoins.

Deputy President, Hong Kong is an international financial centre and is
determined to develop into an international VA centre. The stablecoin business
can perhaps attract Mainland and overseas enterprises interested in developing VA
to set up operations in Hong Kong to promote this development. It is hoped that
the Government can take advantage of this opportunity to build a healthy and
prosperous ecosystem for virtual currency applications and trading by combining
investment promotion policies, tax incentives, talent training and other measures.

| so submit.

MR ADRIAN PEDRO HO (in Cantonese): Thank you, Deputy President.
According to Bloomberg data, the world’s first stablecoin, BitUSD, was launched
in 2014, and today, the market size of stablecoins has reached US$170.8 billion,
which is an indication of its rapid growth. There are currently more than 200
types of stablecoins in circulation, and the monthly payment volume reaches
US$1.4 trillion, a scale comparable to traditional payment giants such as
Mastercard and Visa. Perhaps we can see that virtual asset (“VVA”) trading has
become a global trend, and there is surely a chance for it to develop into a widely
used payment tool in the future.

With the unique advantages of “one country, two systems”, Hong Kong
possesses a high degree of flexibility in promoting financial innovation.
However, the current size of the stablecoin market in Hong Kong is relatively
small, and the Hong Kong Monetary Authority (“HKMA”) has mentioned that the
number of stablecoin issuers in Hong Kong is only a single digit at present. The
Bills Committee has agreed that Hong Kong should expedite the development of
the stablecoin market and catch up in developing the VA industry. Some
members of the Bills Committee have expressed concern about the time and
procedures for vetting and approving licence applications, and they hope that the
relevant authorities can concretely formulate a vetting and approval schedule and
the criteria for approval. | think that the authorities should try their best to work
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as fairly and transparently as possible, and ensure that the industry will not miss
out on market opportunities due to the long vetting and approval time.  This will
inject a new impetus into Hong Kong’s financial industry, business and
cross-border transactions, thus strengthening its status as an international financial
centre and its competitiveness.

This legislative exercise is to regulate stablecoins that are linked to
traditional fiat currencies, which are inherently different from the highly volatile
and risky virtual currencies such as Bitcoin. Fiat-referenced stablecoins not only
retain the advantage of decentralization in blockchain technology, but also provide
a stable price and a transaction tool, thus, they have a significant practical value.
Compared with traditional bank transfers, stablecoin transactions do not need to
rely on any central organization or intermediary and can be cleared instantly
through blockchain technologies, which not only significantly shortens the
transaction and settlement time, but also reduces transaction costs. In addition,
the high transparency of record-keeping of stablecoin transactions, coupled with
the streamlined process, will definitely help to break through the time and
geographical constraints, achieve flexible and efficient cross-border settlement and
transactions, enhance the efficiency of capital flow and expand business
opportunities in the international market. | believe that this will greatly benefit
Hong Kong enterprises.

| strongly agree that no cap should be set on the number of licences to be
issued under the current legislation, which means that financial institutions can
participate as long as they meet the requirements. In addition, | am also
particularly concerned about the potential for synergies between stablecoins and
existing stored value facilities (“SVFs”) in Hong Kong, such as WeChat, Alipay
and Octopus. These SVF licensees are not included in the scope of eligible
stablecoin issuers at this stage due to their focus on small-value retail payments and
limited internal resources. However, | see great potential in promoting the
participation of these licensees in stablecoin operations and applications under the
regulatory framework. For example, a pilot scheme on stablecoin cross-border
payment solutions can be launched through HKMA’s sandbox initiative, which will
definitely help these licensees to develop diversified high-end businesses, such as
cross-border trade, tourism and consumption as well as remittance. This will also
help the licensees break through the constraints of the small-value payment market,
enhance the competitiveness of Hong Kong’s payment system, and strengthen
Hong Kong’s position as an international financial centre and a digital currency
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hub. Therefore, | suggest that the Administration should consider providing more
resources and policy support to assist the SVF licensees in exploring the scope of
application of stablecoins in the real economy. The Administration should study
the possibility of gradually expanding the scope of eligible stablecoin issuers in the
future, so as to improve Hong Kong’s payment infrastructure and promote the
development of financial innovation.

In terms of regulation and risk management, the Stablecoins Bill (“the Bill”)
establishes a very stringent licensing regime that can effectively regulate and
manage the risks of failure or misconduct of stablecoin issuers to effectively protect
the interests of stablecoin holders. For example, the Bill explicitly requires a
licensee to hold at all times a reserve asset pool the market value of which is equal
to the par value of the stablecoins in circulation issued by the licensee. In other
words, when a licensee issues $1,000 worth of stablecoins, it must hold at least
$1,000 worth of high-quality, liquid and low-risk reserve assets, such as bank
deposits, cash or short-term government bonds. This reserve asset management
requirement is believed to be very effective in reducing the risks posed by the
issuer’s termination of business and ensuring that stablecoin holders can redeem
their assets in a timely manner. | also suggest that the Administration should
strengthen investor education in the future to raise public awareness of the risks
and opportunities of stablecoins, which will also help to promote the healthy
development of the industry.

In terms of developing the regulatory framework for VAs, Hong Kong may
be slower than the major financial centres in our neighbouring regions such as
Singapore, Japan and the United Arab Emirates.  After all, these regions have long
established sound regulatory regimes for VAs and have successfully attracted many
international enterprises and investors to move in.  Therefore, | hope that after the
passage of the Bill, there will be an effective balance between the two objectives
of “exercising appropriate regulation” and “promoting development”, and that the
regulatory framework for VAs will be further improved and clear guidelines will
be provided to the industry. This will open up new opportunities for Hong Kong
companies in areas such as green finance and cross-border trade, as well as enhance
Hong Kong’s competitiveness in the financial market.

With these remarks, Deputy President, | support the Bill.
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MR BENSON LUK (in Cantonese): Deputy President, | speak in support of the
Stablecoins Bill (“the Bill”). The Bill seeks to provide for the supervision of
activities involving stablecoins; provide the Monetary Authority (“MA”) with
investigatory and statutory enforcement powers; and provide for incidental and
related matters about stablecoins. | am a member of the Bills Committee and have
participated in the scrutiny of the Bill.

The Bill initially proposed that four types of institutions might sell specified
stablecoins to the public. During the deliberations of the Bills Committee, some
members of the Bills Committee and | pointed out that according to the outcome
of the consultation, the industry and the public would like to see the scope of
licensed institutions extended to cover stored value facilities (“SVFs”). The main
reason is that the sales network of fiat-referenced stablecoins (“FRS”) can then be
enlarged, which will be of significant help to Hong Kong as a financial centre and
even in increasing the frequency of transactions.

The Administration initially expressed the concern that, given the rather
homogeneous business nature of SVF licensees and the relatively small amount of
in-house input available in terms of technology, manpower, financial resources,
and so on, allowing these licensees to provide services for the sale of FRS might
pose additional risks to their payment business.

However, | am pleased to learn that the Administration has decided, after
careful consideration (particularly of the application of stablecoins, the
development trend and the views put forward by members), to allow SVF licensees
to join as permitted offerors and require them to obtain prior and express approval
from MA before commencing the business of selling FRS. 1 am glad that the
Administration has heeded good advice and accepted my suggestions and those of
other members, and | commend the Administration for understanding and
embracing changes and adapting to market trends.

In addition, | have expressed concern in the Bills Committee about the
meaning of “active marketing” to the local public in the provision. The concern
IS that people with ulterior motives may take advantage of the unclear definition of
“active marketing”, such as what is meant by “active”, to try and engage in some
improper business or even to cheat.

The Administration responded that in determining whether a person has
engaged in “active marketing” to the public in a regulated stablecoin activity, MA
will take into account all relevant factors. These include the language used in the
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marketing messages; whether the message is targeted at a group of people that
resides in Hong Kong; whether a Hong Kong domain name is used for the
marketing website; and whether there is a detailed marketing plan to promote the
activity. | hope that the Administration will continue to monitor against
unscrupulous promotional and commercial practices in the market, so as to prevent
members of the public from falling into the traps again.

Moreover, | have expressed concern at the Bills Committee about the
expression of “applicants for licence” in the Bill. In the past, some people who
appeared to be operators claimed that they were in the process of licence
application, and then carried out irregular business and might even be involved in
fraud. | am worried that in the future, some unscrupulous groups may mislead
and defraud the public, causing them to suffer losses in the name of “applicants for
licence”. Thus, it is suggested that the Administration should clarify the meaning
of “applicants for licence” so that the public can easily identify the lawful operators.
The Administration has explained that since applicants for licence have not yet
obtained a licence, they cannot conduct regulated stablecoin activities and it would
be an offence for them to advertise or hold themselves out as conducting such
activities. | am pleased to learn that the Monetary Authority will provide further
guidelines and reminders to applicants for licence on licensing matters as
necessary, with a view to maintaining the proper order of the market.

Overall, by clarifying the regulatory regime, the Bill not only encourages the
use of stablecoins in various applications but also helps to prevent systemic risks
and promote the sustainable development of the virtual asset (“VA”) market. The
legislation also combines Hong Kong’s advantages in asset and wealth
management, offshore Renminbi business, etc., and strengthens Hong Kong’s
competitiveness as a global Web3 and digital finance hub.

The passage of the Bill, which is imminent, will represent a major
breakthrough in the area of VA regulation in Hong Kong. The entire regulatory
framework will be established and improved through the licensing system, reserve
requirements and other mechanisms.  With the passage of the related legislation,
Hong Kong is expected to further attract global capital and technology and
consolidate its leading position as an international financial centre.

With these remarks, Deputy President, | support the Bill and the
amendments.
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MR YIM KONG (in Cantonese): Thank you, Deputy President. | speak in
support of the Stablecoins Bill (“the Bill”).

The importance of stablecoins, a key innovation in the field of virtual assets
(“VAs”), is self-evident.  Statistics show that the global market capitalization of
stablecoins has exceeded US$230 billion, demonstrating enormous potential as a
financial instrument. The development of stablecoins holds strategic significance
for Hong Kong, as they enhance payment efficiency, reduce transaction costs, as
well as strengthen cross-boundary currency flow. More importantly, the
establishment of a sound regulatory framework can promote the development of
Hong Kong’s stablecoin ecosystem, further consolidating its status as an
international financial centre and a Web3 hub, while attracting global capital and
talent.

The regulations set out in the Bill include a robust reserve mechanism, proper
protection for stablecoin holders, risk management, information disclosure,
auditing and other requirements. These measures will boost market confidence
by striking a balance between innovation and risk management, while staying in
line with international standards and practices.

However, challenges await in the development of stablecoins in Hong Kong.
Currently, Hong Kong’s regulatory framework is not comprehensive enough.
Although the current system requires the reserve asset pool to be of high liquidity,
there is a lack of clear regulations to prevent technical loopholes and define the
liabilities of overseas platforms. For example, according to recent media reports,
a Hong Kong trust company allegedly defrauded US$500 million of stablecoin
reserve, which exposed potential risks in reserve management. The investor
protection mechanism is also insufficient as the existing compensation
arrangements are unable to adequately safeguard investors’ interests. Meanwhile,
as international competition escalates with the establishment of stablecoin
regulatory regimes in Singapore, the European Union and other locations, Hong
Kong’s market could lose allure if it fails to keep up with its international
counterparts.

(THE PRESIDENT resumed the Chair)
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In response to these challenges, there is an urgent need for Hong Kong to
contemplate the implementation of a regulatory regime for stablecoin issuers. To
facilitate the development of stablecoins in Hong Kong, the Government should
focus on the following areas.

Firstly, it should step up publicity and promotional efforts regarding the new
regulatory regime to introduce the Ordinance to the industry and the public,
especially non-professional investors, through a multi-faceted approach, and
organize interdepartmental training to enhance enforcement capabilities.

Secondly, it should encourage the industry to introduce a wider range of
stablecoin products to meet various market demands. This includes incentivizing
Mainland institutions to develop and issue stablecoins with reference to offshore
Renminbi or green assets in Hong Kong.

Thirdly, the investor protection mechanism should be refined. For
example, consideration could be given to setting up special compensation funds
and requiring issuers to take out special insurance to enhance investor confidence.

Fourthly, it is recommended to set up a “sandbox for financial cooperation
on stablecoins” under the framework of the Bill to foster collaboration among
banks, payment institutions and blockchain platforms on testing stablecoin
applications for cross-boundary payments and asset tokenization. This includes
promoting the use of Hong Kong Dollar-referenced stablecoins (“HKD-FRS”) in
the Greater Bay Area and Asian markets, with the aim of elevating the influence of
HKD-FRS in the global stablecoin ecosystem. Meanwhile, the Government
should draw from the innovation and application practices of leading
cryptocurrency companies and platforms to swiftly gain a strategic lead in the latest
fintech trend by utilizing cryptographic techniques.

Furthermore, international regulatory cooperation should be accelerated to
jointly address challenges such as cross-border fraud, and to promote mutual
recognition of stablecoin standards.

President, VAs are an integral part of the future of finance, and stablecoins
play an important role in bridging traditional and innovative solutions. The
enactment of the Ordinance will establish a regulatory framework that mitigates
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risks and facilitates innovation in Hong Kong. We look forward to the continuous
efforts from all sectors to develop Hong Kong into a global stablecoin hub, thereby
injecting momentum into the local economy.

With these remarks, | support the passage of the Bill.

IR LEE CHUN-KEUNG (in Cantonese): President, | speak in support of the
Stablecoins Bill (“the Bill”).  Virtual assets (“VAs”) are also known as
“cryptocurrencies”, “digital currencies”, “crypto tokens”, and so on. Although
there is no uniform name for these assets, a rough definition is given by the Bank
for International Settlements (BIS) and the Financial Stability Board (FSB): a new
asset class based on asymmetric cryptographic algorithms and blockchain
distributed ledger technology (“DLT”). In Hong Kong, they are collectively

referred to as VAs, which are usually in the digital form of tokens.

President, nowadays, VAs are developing rapidly and have become a new
financial system parallel to the traditional financial system. The new system uses
a distributed method of bookkeeping in crypto wallets with cryptocurrency as the
unit of account, which is a complete departure from the traditional financial market
system that uses double-entry bookkeeping in bank accounts with fiat currency as
the unit of account.  Sir John Richard HICKS, the Nobel Prize-winning
economist, once said, “The industrial revolution, therefore, had to wait for the
financial revolution before it could occur”. The ongoing process of digitization
and smart development is called the “fourth industrial revolution”. The first
industrial revolution was supported by the bank loan market; the second industrial
revolution was supported by the investment bank equity capital market; the third
industrial revolution was supported by venture capital; and now, the fourth
industrial revolution, which is digitized, is supported by crypto capital.

President, the United States (“US”) Congress is stepping up efforts to enact
legislation on the regulatory framework for VAs and the inclusion of stablecoins,
bitcoins and the like in its reserve assets. With the US enacting legislation to give
VAs legality and legitimacy, major US financial institutions with global influence
will surely enter the VA market on a large scale. It is foreseeable that
governments, banks and financial institutions around the world will follow the lead
of the US. What should Hong Kong do in response to the situation?
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Hong Kong should take advantage of its common law system and its
characteristics of being a free port for capital. Compared with the Mainland,
Hong Kong has unique advantages to develop into an international VA market
centre. From Internet platforms to large Al models to blockchain and VAs, it is
basically a competition between China and the US in terms of talent and market.
Congressional legislation and government push on VAs in the US will force the
Mainland to accelerate its acceptance of crypto assets. Hong Kong needs to feel
a sense of urgency and take advantage of the window of time to quickly establish
its competitive edge vis-a-vis the Mainland when the Mainland has yet to make a
turnaround. This is why we need to legislate on stablecoins today.

Hong Kong should take the initiative to be at the forefront (i.e. a pioneer) to
represent the Mainland in the competition between China and the US in the VA
market. Leveraging the advantages under “one country, two systems” and Hong
Kong’s status as an international financial centre, we should give full play to Hong
Kong’s existing first-mover advantage in the area of VAs. We should represent
our country, face the world and work harder and faster to establish Hong Kong’s
insurmountable position as the VA centre of China and Asia.

The current regulatory standards and the industry rules for VAs in Hong
Kong, which are higher and more stringent than those in the US, have stifled and
impeded the global competitiveness of Hong Kong’s VA industry and its viability
in the VA market. There is absolutely no need for Hong Kong to adopt higher
and more stringent regulatory standards for VAs than those of the US, and it is
recommended that Hong Kong adopt the same standards.

In order for Hong Kong to become an international VA centre, an open,
efficient and complete market system must be established for the registration,
issuance and trading of VAs. After the 1987 Hong Kong stock market crash,
section 19 of the Securities and Futures Ordinance (“SFO”) granted the Hong Kong
Exchanges and Clearing Limited a monopoly to trade stocks. More than 30 years
later, security tokens based on DLT cannot be issued as equity tokens in Hong
Kong due to section 19 of SFO, which has become a major obstacle to the
development of Hong Kong as an international VA centre. It is proposed that
section 19 of SFO be amended to allow tokenized equity to be registered, issued
and traded on licensed VA exchanges in Hong Kong, taking into account the
technological, economic, social and current developments in the digital age. A
VA centre that cannot raise capital is really “a lame duck”, President.
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Therefore, if Hong Kong is to represent China in competing in the market
among the global VVA centres, we suggest that the SAR Government should actively
pursue with the Central Authorities to allow Mainland investors to invest in VAs
and their derivatives approved by Hong Kong’s regulators through the existing
channels such as the Stock Connect, the Bond Connect, the Cross-boundary Wealth
Management Connect Scheme, the Qualified Domestic Institutional Investor
(QDII) programme and the Mutual Recognition of Funds arrangements in order to
enhance Hong Kong’s competitiveness. Remember, if Mainland capital cannot
flow to the south, efforts made in developing the VA market in Hong Kong will be
in vain.

In addition, we recommend that the Securities and Futures Commission
(“SFC”) of Hong Kong take the initiative to become a major player, producer and
creator in the rule-making process for VA markets. It should also actively explore
the establishment of a mechanism of mutual recognition of VA markets with other
places and the signing of memoranda of understanding on the regulation of VA
markets with them in order to establish a dominant position for Hong Kong in the
global competition.

Today, Hong Kong is enacting legislation on stablecoins and will soon
introduce a licensing system to regulate the issuance of them. Given that Hong
Kong is already an offshore Renminbi (“RMB”) centre and that stablecoins are a
very good way of internationalizing RMB, we in the Liberal Party suggest as the
next step, the issuance of offshore RMB stablecoins in Hong Kong should be
approved as soon as possible. Firstly, it will further consolidate Hong Kong’s
position as an offshore RMB centre. Secondly, it will further consolidate Hong
Kong’s position as a centre for China’s cross-border trade settlement.  Thirdly, it
will be conducive to Hong Kong’s development of a new-generation payment and
settlement system based on DLT and stablecoins. Fourthly, as the scope of the
RMB’s global circulation is wider than the Hong Kong dollar, the proposal will
facilitate Hong Kong stablecoin issuers to expand their global service capacities
and extend the global influence of Hong Kong’s VA market.

President, the form of VA based on blockchain DLT is now evolving from
the digitally native Bitcoin and the like to the digital twin Real World Asset
(“RWA”) tokenization, i.e. the tokenization of real-world assets. There are three
levels of RWA: the first level is the tokenization of fiat currency (stablecoins); the
second level is the tokenization of financial assets; and the third level is the
tokenization of physical assets. Both the Hong Kong Monetary Authority
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(“HKMA”) and SFC are encouraging the development of RWAs. It is suggested
that permission be obtained from the Mainland regulatory authorities to allow the
issuing of RWAs in Hong Kong with Mainland assets.  This will on the one hand
support the real economy in the Mainland through RWA financing, and on the other
hand, expand the source of RWA assets in Hong Kong and support the development
of the RWA market in Hong Kong.

VAs are created by blockchain DLT. If Hong Kong is to become an
international VA centre, we should encourage blockchain technologies and systems
to take root and develop in Hong Kong, so as to attract investment from different
countries and regions, especially those in the Middle East.

Both HKMA and SFC are encouraging RWA tokenization, as mentioned
earlier, but there is still a cost for investors to switch between traditional financial
assets to tokenized RWAs. Hence, if RWA assets cannot bring in new revenues
and have no additional use, it is expected that investors will not be very receptive
to them, resulting in acclaim but not sales in the market. VAs can provide higher
risk-free returns, and it is proposed to allow RWA tokenized assets to be used for
DeFi investment, i.e. decentralized financial investment, which is a new generation
of financial system determined by smart contracts that can provide higher returns
than traditional financial products. The reason is that the efficiency of borrowing
and lending on the blockchain is much higher than that of the current traditional
financial borrowing and lending. Blockchain can be used to complete a loan
within one minute or even a few seconds. This is precisely the advantage of
digital currency and VAs. Several major smart contracts of secured lending on
the blockchain have been tested in two bull and bear cycles and proven to be
mature, President.

President, legislating on stablecoins today is only a small step forward for
VA development. | hope that the Government can continue its efforts to promote
various sectors of VAs and nurture more talents in law, mediation, supervision,
finance, technology, insurance and financial management.

President, with these remarks, | support the Bill.
MR EDMUND WONG (in Cantonese): President, as we enter the Web3.0 era,

blockchain and distributed ledger technologies are gaining popularity.
Experiencing rapid development, virtual assets (“VVAs”) such as cryptocurrencies
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have become the new favourite of the investment circle and opened up a future
direction for digital finance development. However, most cryptocurrencies are
only generated by algorithms and are not backed by any fiat currencies or physical
assets, leading to their volatile prices and reputation as an asset for speculation.

In view of this, cryptocurrencies that are collateralized by fiat currencies or
physical assets are introduced, leading to the emergence of stablecoins. Due to
their links to fiat currencies or physical assets, stablecoins have a better prospect of
developing into a widely accepted payment facility and a medium to connect the
traditional financial system and VAs. The establishment of a comprehensive
regime for the issuance, trading and regulation of stablecoins to ensure their safety
and reliability is crucial to the healthy development of the stablecoin market, as
well as the virtual asset market. The Bill is introduced by the Administration with
the aim of establishing a comprehensive stablecoin system in Hong Kong, so as to
lay a solid foundation for the long-term development of the stablecoin market, as
well as the virtual asset market in Hong Kong.

The Bill seeks mainly to establish a licensing regime for the issuance of
stablecoins in Hong Kong, so as to regulate the types of stablecoins issued locally,
and to provide for the capital and reserve requirements on stablecoin issuers, the
redemption mechanism of stablecoins, and the day-to-day operation and risk
management of stablecoin issuers. At the same time, the sale arrangements of
stablecoins in Hong Kong will be subject to regulatory control, and the Monetary
Authority (“MA”) is empowered to exercise ongoing supervision on stablecoin
issuers and those who offer stablecoins for sale in Hong Kong, and to investigate,
penalize and impose fine on non-compliant persons. Of course, carrying on a
regulated stablecoin activity without a licence, offering of stablecoins for sale by a
person other than entities permitted to conduct such offering, frauds or deceptions
in relation to specified stablecoin transactions, and fraudulent or reckless
misrepresentations for the purpose of inducing another person to acquire specified
stablecoins are all made criminal offences.

The Bill seeks to establish a sound and comprehensive regulatory regime for
stablecoins in Hong Kong. In addition to preventing frauds by the unscrupulous
in the name of stablecoins, it also ensures that investors who intend to issue
stablecoins in Hong Kong are those having sufficient funds, backed by sound asset
and administration systems, and offering a simple and speedy redemption
mechanism, so as to make stablecoins a reliable instrument for investment. More
importantly, an anti-money laundering mechanism in line with international
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requirements for stablecoins issued in Hong Kong is set up to prevent the use of
stablecoins for money laundering. This is highly beneficial to the development
of stablecoins and VAs in Hong Kong and worthy of our support and approval.

Given that the stablecoin is a brand-new product that may have great impacts
on the virtual asset market and the actual financial system in the future, the
Administration has good reason to adopt a more stringent regulatory approach at
the outset. However, the Administration should allow for some flexibility to
adjust the regulatory regime for stablecoins in a timely manner in response to the
latest market developments in order to support the sector’s development, a point
which has been elaborated at greater length by Mr LAM San-keung just now.
Regulation and development should go hand-in-hand.

Firstly, regarding the currently proposed regulatory regime that covers
stablecoins having fiat currencies as the reserve asset, the Bureau made clear during
the scrutiny of the Bill that MA is empowered to specify a stablecoin that is
collateralized by physical assets to be a specified stablecoin by notice published in
the Gazette, thereby permitting its issuance in Hong Kong, should the need arise in
the future.

However, the Administration has not mentioned the factors or conditions to
consider before consideration is given to specifying a stablecoin that is
collateralized by physical assets to be a specified stablecoin. This may, to some
extent, limit the development of stablecoins in Hong Kong. Therefore, | have
raised a question in the Bills Committee, asking the Administration whether more
specific and detailed guidelines would be provided in the future regarding which
physical assets should be included as collateral, so as to provide the market with a
reference.

Moreover, to ensure that stablecoin investors can redeem their stablecoins as
quickly as possible, the Bills Committee has requested that the reserve assets of
stablecoin issuers should be high-liquidity assets, such as cash in Hong Kong
dollar, bank deposits and government bonds. However, we also know that the
rate of return on such liquid assets is low, which will affect the investment return
of the issuers to some extent. In this connection, | have proposed in the Bills
Committee that the Administration should consider allowing issuers to use bank
guarantees as an option of reserve assets. By doing so, the flexibility in reserve
asset allocation and the investment return of issuers can be enhanced, and the
banking sector can also have access to more operational capital.
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In addition, a regulatory regime naturally involves financial reporting, as
well as auditing or compliance requirements. The accountancy sector, to which |
belong, has a prominent role to play in this aspect. As the standard-setter, the
Hong Kong Institute of Certified Public Accountants (“HKICPA”) set up a task
force specifically on the Stablecoins Ordinance in order to offer advice on the
regulation of stablecoins and the making of rules for that purpose. Three elements
are required for any regulatory regime on a sector to work. First, the operators
should be self-disciplined; second, there should be an appropriate regulatory
regime and a suitable regulator; and third, there should be a qualified gatekeeper.
They all have their respective roles to play.

Therefore, | hope that the Administration will maintain close communication
with HKICPA and the Accounting and Financial Reporting Council regarding the
financial reporting standards and audit criteria during future operation, so as to
formulate financial reporting policies and audit criteria that are more relevant to
the times and better suit the situations in Hong Kong.

President, in this era that sees the rapid development of Web3.0 and Internet
finance, stablecoins will have a more extensive application scenario in the future
as a medium that connects VAs and the actual financial system. Many experts in
Internet finance estimate that stablecoins will become an important medium of
payment and settlement in international trade in the future. Facilitating the long-
term development of stablecoins in Hong Kong is crucial to Hong Kong’s
transformation into a digital economy. Therefore, | hope that after the passage of
this Bill, the Administration will examine the latest market developments regularly
and make timely adjustments to the regulatory regime for stablecoins, so as to meet
the market’s demand and facilitate the development of stablecoin business in Hong
Kong.

With these remarks, | support the Bill and the amendments proposed by the
Government.

DR JUNIUS HO (in Cantonese): President, | have a mixed feeling about the
Stablecoins Bill (“the Bill””). It is about a new development model in the new era,
and seeking a balance between the traditional perspective and the new and
innovative economic model. Positive and progressive as it sounds, there is no
reason to oppose it, and this is also the view I am inclined to take.
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| was a member of the Bills Committee on Stablecoins Bill, which was
formed shortly after the Bill was gazetted on 6 December last year. As soon as |
took notice of this topic, | have tried to figure out what is meant by “stablecoins”.
To be honest, | don’t know much aboutit.  As pointed out by Mr LAM San-keung,
not many people are versed in such advanced technologies and financial
techniques, especially in the field of virtual transactions. While Bitcoin has been
around for more than 10 years, how many people really understand it? Not many.
| am among those who don’t, and | need to learn humbly. At the second meeting
of the Bills Committee, | asked what the “meaning of stablecoin” under clause 4
was, and what was backing the stablecoin. | wonder if that is gold, silver,
currencies, bonds, or Bitcoin, something we talk about now but devoid of any
foundation.  These digital currencies require the mining of cryptographic
numbers, which are claimed to be unique in the whole world, authentic and
valuable, and we are expected to have faith in them. What is this all about?

My concern is single-minded. Call me an old folk, but I am a person of
traditional Chinese culture which produces proverbs like “a promise is as valuable
as gold” and “real gold stands the test of fire”. Gold is always the most important
asset. Especially under the current unstable international and political landscapes,
the price of gold has risen from something over US$1,700 to US$3,500, showing
that gold is after all the most stable “stablecoin”. However, | notice that gold, a
precious metal, is not included in the meaning prescribed under clause 4. Instead,
“official currencies” or other “specified units of account” are used for the meaning
of “stablecoin”. What does that mean? For the general population, they may
hear every word you say, but will understand none. Moreover, what is meant by
“stores of economic value”? Does it include the passbook I have for my deposit
at HSBC? Can anyone tell me?

Subsequently, amendments are proposed, allowing the combination of stores
of economic value and units of account (referred to as tokenized assets), giving rise
to an endless list of possible combinations that can be specified by the Monetary
Authority (“MA”) by notice published in the Gazette if MA is satisfied that the
relevant requirements are met. It turns out that the basis of stablecoins is the
official currencies of all countries in the world, and on top of this are the other
tokenized assets and digitalization of them. After so much is said, | see no point
why we should not go back to trusting banknotes. | am told that I am wrong, and
stablecoins have the advantage of convenience in transactions. However, it does
not answer the point I raised at the beginning. As a member of the general public
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with a traditional mindset, | cannot help but ask whether gold has a place in the
equation. We all know that paper gold has been around for a long time, although
it is traded only through the banks but not between individuals in the community.
While everyone trusts gold, no one is stupid enough to carry gold around. That is
why paper gold exists to facilitate transactions. However, given the need to
control the paper gold system and the uncertainty about the gold reserves involved,
paper gold is yet to attain the status as a secure asset in its own right, making it
necessary to trade through the banks but not between individuals in the community.

Since we are launching stablecoins now, the entire process should be well
supported by corresponding measures and research. | remember that in delivering
his Policy Address with a speech that lasted more than two hours on 16 October
last year, the Chief Executive got straight to the point in the first three minutes. In
paragraphs 42 and 43, he called for driving more gold trading, settlement and
delivery activities, thereby opening up new growth areas of the financial sector.
In his own words, the Chief Executive has pointed out the need for us to invigorate
gold-related activities. To that end, the Financial Services and the Treasury
Bureau (“FSTB”) has subsequently set up a working group to take forward the
work related to the establishment of an international gold trading centre and
strengthen the relevant mechanisms. The Chief Executive did say this in his own
words.

The Government announced the establishment of the Working Group on
Promoting Gold Market Development on 18 October last year, whose work
includes exploring the amount of storage in gold storage facilities. It signifies that
the Government’s policy to invigorate gold-related activities is official. The Bill
was introduced in December last year, which was after the announcement of the
policy on 16 October. However, | do not see how the Bill can dovetail with the
work of invigorating gold-related activities. At the second meeting of the Bills
Committee, | asked about the amendments to be made to clause 4 of the Bill,
including the amendment to clause 4(1)(a) and the addition to clause 4(1)(a)(iii).
Still, after all the discussion, nothing was said about gold. | raised the question to
a financial official from the Hong Kong Monetary Authority at the meeting, asking
him why the Bill made no mention of gold, to which he responded that it was not
allowed under the current policy. With my arms crossed, | could not help but tell
him in his face that it was he who made that policy, and it was also he who launched
stablecoins now. It was strange for the person who made the policy to say that
the policy does not allow the inclusion of gold. Neither was it in line with the
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policy announced by the Chief Executive in his Policy Address. In stating the
above and asking why gold was not included, | was a bit impatient. Afterwards,
officials of FSTB said that it was in fact possible. They told me not to worry,
because under clauses 4(1)(a)(ii) and 4(1)(a)(iii) and clause 4(2), the Financial
Secretary could have MA publish a notice in the Gazette to have gold included if
he found it acceptable. But the problem is, while the legislation is in place
allowing the inclusion of gold directly, the Government chooses to jump through
unnecessary hoops by saying that gold can be included in the future. Why should
they do that? | cannot get it.

The Ordinance is introduced to create a new financial environment and
establish a new infrastructure and a new system. | don’t have any problem with
the regulation, issuance, trading and criteria, as | have faith in the authorities to
exercise proper supervision without being over-controlling.  Failing that, the
Ordinance would not be introduced at all. However, | still want to ask the
fundamental question: If official currencies can be included according to the
authorities, why can’t gold be included? Why is gold not included? As I just
said, the authorities have stated that inclusion of gold as an economic unit of
account is possible in the future. What makes me puzzled is that while gold is a
trusted and intuitive medium of transaction in its own right, the authorities does not
accept this but proposes a solution that involves jumping through unnecessary
hoops. Of course, | choose to believe the authorities when they said repeatedly in
the Bills Committee that it was possible. However, the fact remains that the
authorities have chosen not to put things clearly with express wording when they
have the chance to do so. In the currently proposed amendments to clauses 4,
4(1)(a) and 4(1)(b), everything is spelt out clearly, but there is still no mention of
gold. | see the need to put this on record. As the authorities have indicated that
gold has a possible place in the equation, | aspire that gold will become one of the
Important assets to back stablecoins in the future, because it is intuitive and easily
understood even by the elderly. On the contrary, the ambiguous wording we have
now is not so easy to understand. | hope that stablecoins are indeed “stable”, not
something that makes people “stumble”.

| so submit.

DR HOEY SIMON LEE (in Cantonese): Thank you, President. | speak in
support of the Stablecoins Bill (“the Bill”).
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As technology evolves, the trading of and activities related to virtual assets
(“VAs”) develop rapidly around the globe, and their relevance to the general public
also increases. The trading activities of virtual currencies, NFT, etc. that are
taking place internationally show the massive potential of VAs. However, with
opportunities come risks. VAs do pose risks and regulatory challenges. As an
international financial centre, Hong Kong should formulate a regulatory framework
as soon as possible to align with international standards, so as to protect users and
prevent criminal activities by lawbreakers involving the use of VAs, thereby
facilitating the sustainable development of VA-related activities. In recent years,
the Government has made ongoing efforts to enhance the regulatory framework for
VAs according to the Policy Statement on Development of VAs in Hong Kong it
issued in 2022. That includes the establishment of a licensing regime for
fiat-referenced stablecoins (“FRS”) issuers, which is the main objective of the Bill.

In my opinion, the Bill effectively addresses the opportunities and challenges
brought about by stablecoins.

Firstly, the Bill provides that stablecoin issuers must comply with the
stringent requirements on capital reserves, risk management, as well as
transparency and disclosure (e.g. the requirement of having high-liquidity reserve
assets), so as to reduce insolvency risks. Moreover, licensees are explicitly
required to ensure that the value of their reserve assets must at all times be sufficient
to cover the par value of the outstanding stablecoins in circulation, so as to
safeguard the right of holders to have their redemption requests honoured. These
measures serve to prevent the knock-on effects in the market and volatility in the
financial system as a result of value fluctuations or defaults on the part of issuers,
so as to maintain financial stability and address systemic risks.

Secondly, the Bill is formulated with reference to the relevant rules in other
jurisdictions in the world, ensuring its alignment with international standards in
terms the logics of regulation and the criteria adopted. In addition to the
disclosure mechanism mentioned above, penalties are in place for unlicensed
operations and offences.  The regulatory regime is also empowered to regulate the
issuance of stablecoins with reference to Hong Kong dollars outside Hong Kong.
Combined with the Anti-Money Laundering and Counter-Terrorist Financing
Ordinance, it strengthens the confidence of global investors, improves our
international image, and prevents crimes in this aspect, showing Hong Kong’s
compliance capabilities and involvement in the making of international rules.
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Thirdly, the Bill distinguishes between professional investors and public
users by limiting the offering of FRS issued by entities not licensed by the
Monetary Authority to professional investors defined under the Securities and
Futures Ordinance. Moreover, through the publishing of guidelines in the
Gazette, the relevant details will be optimized continuously and dynamically, so as
to keep the legislation in pace with the times, avoid over-control that would inhibit
the market, and strike a balance between regulation and market activity.

In conclusion, the Bill not only proposes to introduce a licensing regime for
FRS issuers, but also serves to establish a credible regulatory environment, promote
the development of the VA industry chain, and reinforce Hong Kong’s position as
an international financial centre. In fact, Hong Kong is at the forefront of the
world in terms of legislation in this area, giving us a stronger say in rule making on
digital finance.

With these remarks, | support the Stablecoins Bill.

MR SHANG HAILONG (in Cantonese): Thank you, President. In this session,
| would like to delivery my speech in Putonghua.

Since Hong Kong is the country’s international financial centre, any
important financial legislation in Hong Kong, China, is an important attempt as far
as the country is concerned.

| am glad that we are here today for the consideration and the Third Reading
of the Stablecoins Bill, which is a milestone that lays the foundation for Web3
development in Hong Kong, an international financial centre. First of all, |
declare that I am a Strategic Consultant of an Al company, and a council member
of the Institute of Web3.0 Hong Kong.

As a digital currency that is stable in price and with reference to real-world
assets, stablecoins play a significant role in the current financial landscape. It
bridges between real-world currencies and the blockchain world, enabling the
public to be involved in the crypto world without fear of the effects of currency
fluctuations.  Stablecoins are now used widely around the globe in scenarios such
as collateralized lending in decentralized finance and payment across boundaries.
In countries experiencing high inflations, they are even seen as a flight-to-safety
asset.
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Hong Kong shows some distinctive features in its regulation of stablecoins
and the associated legislative attempt. Through its active exploration of a
“sandbox” mechanism, the Hong Kong Monetary Authority has created an
innovative testing ground for stablecoin companies, providing the sector with a safe
environment for innovative initiatives. Meanwhile, relevant bodies and research
committees are set up by the SAR Government and the Legislative Council to look
closely into the matter, thereby building a solid foundation for the legislation
relating to stablecoins, which seeks to create a comprehensive regulatory regime
and attain the right balance between innovation and risk management.

Looking forward, | have four suggestions for the Administration to facilitate
the development of stablecoins.

Firstly, the restrictions on the stablecoin companies that are already admitted
to the “sandbox” should be removed as soon as possible, so that they can proceed
actively to issue stablecoins and carry on actual business, thereby increasing market
vibrancy and Hong Kong’s clout in the global stablecoin scene.

Secondly, the main rules regarding the issuance of stablecoins should be
further refined, with more specific qualification requirements to strengthen the
regulation on the capital backing and risk management of issuers, so as to ensure
the honouring of redemption requests and protect the interests of investors.

Thirdly, the regional advantages of the Hong Kong Special Administrative
Region and the Greater Bay Area should be leveraged to address pain points in
international trade settlement and currency rate fluctuations and promote regional
economic integration and international trade development.

Fourthly, I suggest that the Financial Services and the Treasury Bureau
should work together with the Security Bureau of the SAR Government, especially
the Police’s Anti-Deception Coordination Centre (“ADCC”), so as to prevent
money laundering that involves the use of stablecoins, and protect new investors
from inadvertently falling foul of the law.

Here 1 would like to talk briefly about what | have experienced lately. In
the last two months, I have received dozens of requests for help from members of
the public, including some who have traded USDT for Hong Kong dollar but got
themselves embroiled in money laundering troubles. The legal proceedings can
last a long time, during which they need to appear in court, report to the Police, and
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are barred from leaving Hong Kong. From this, we learn that lawbreakers are
constantly preying on financial innovations, which can easily be used as tools of
money laundering once they are introduced.

President, the introduction of the Stablecoins Bill marks an opportune time
for Hong Kong’s financial development. We should support the Bill and its
steady implementation, so that Hong Kong will be a first-mover in the global wave
of stablecoin development and gain an upper hand in financial innovation.

With these remarks, I support the Stablecoins Bill. Thank you, President.

PRESIDENT (in Cantonese): Does any other Member wish to speak?

(No other Member indicated a wish to speak)

PRESIDENT (in Cantonese): If not, I now call upon the Secretary for Financial
Services and the Treasury to reply. Then, the debate will come to a close.

SECRETARY FOR FINANCIAL SERVICES AND THE TREASURY (in
Cantonese): President, the Government introduced the Stablecoins Bill (“the Bill”)
into the Legislative Council on 18 December 2024. The Bills Committee formed
subsequently held six meetings, during which all the provisions were scrutinized
in detail and a lot of precious views and recommendations were raised. This
marks our joint effort to establish a regulatory regime for stablecoin issuers in Hong
Kong and facilitate the healthy and orderly development of the sector and Hong
Kong’s virtual asset (“VA”) ecosystem. | hereby express my gratitude to Mr
CHIU, Chairman of the Bills Committee; Mr HO, Deputy Chairman of the Bills
Committee; the 13 Honourable Members who were also members of the Bills
Committee; and the other Honourable Members who have just spoken in support
of the Bill and the amendments we have proposed.

The Bill strengthens the regulatory framework for VA-related activities and
balances regulatory and market development needs by adopting a risk-based and
agile approach in the requirements imposed, so as to capture the possible benefits
of VAs and the associated technologies while addressing the potential risks and
ensuring adequate protection for users.
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With the Government’s amendment to the Anti-Money Laundering and
Counter-Terrorist Financing Ordinance, a licensing regime for VA service
providers was introduced to ensure that VA trading platforms comply with the
relevant international requirements on anti-money laundering and counter-terrorist
financing and to protect investors. The said licensing regime commenced
operation in June 2023, and a total of 10 trading platforms have since been granted

licences.

Under the licensing regime now proposed, a person is required to have a
licence in order to carry on the following regulated stablecoin activities:

(i)

(i)

(iii)

carrying on a business of issuing fiat-referenced stablecoins (“FRS”)
in Hong Kong;

carrying on a business of issuing a Hong Kong dollar-referenced
stablecoin; and

actively marketing the person’s issuance of FRS to the public of Hong
Kong.

In formulating the proposed regulatory framework, we have followed
international standards and made reference to the recommendations of the
Financial Stability Board to develop a regulatory regime that is appropriate to local
circumstances and in line with international standards and practices.

The regulatory regime includes the following three highlights:

1)

(2)

regarding the reserves, licensees must maintain a robust stabilization
mechanism to ensure that the reserve assets of the stablecoin consist
of assets of high quality and high liquidity with an aggregate value
being at least equal to the par value of the FRS in circulation at all
times, with proper segregation and safekeeping in place;

to ensure that holders of a stablecoin are properly protected, holders
should be entitled to redeem the stablecoin from the issuer at par
value, and the redemption request must be processed with no
unreasonable fees attached and within a reasonable time; and
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(3) a range of requirements encompassing anti-money laundering, risk
management, disclosure and auditing, fitness and properness, etc.

For better protection of the public, a range of other requirements are in place
under the regulatory regime. For example, only specified licensed entities may
offer FRS in Hong Kong, and that includes (i) stablecoin issuers licensed by the
Monetary  Authority (“MA”); (ii) authorized institutions (i.e. banks);
(iii) corporations licensed by the Securities and Futures Commission for carrying
on Type 1 regulated activity; and (iv) licensed VA trading platforms.

The Bill confers on MA a range of supervisory and investigative powers for
the effective implementation of the regime. On the supervisory side, MA may
make regulations and issue guidelines. On the investigative side, if MA has
reasonable grounds to believe that an offence has been committed or a requirement
has been contravened under the regime, MA may conduct investigation into the
person concerned, require the person concerned to provide relevant evidence or
render assistance in connection with the investigation, apply to a Magistrate for
search warrants, etc.

The Bills Committee has put forward a lot of valuable views in the course of
scrutiny.  After careful consideration, we have decided to make adjustments in a
number of aspects, including the following.

Firstly, we propose including in the definition of “permitted offeror” under
in clause 9(5) of the Bill a person who is granted a licence under section 8F of the
Payment Systems and Stored Value Facilities Ordinance.

Secondly, we propose amending clause 132(2) of the Bill to the effect that
the following should be stated in the written notice given to a regulated person on
the imposition of a sanction: (i) the time at which the decision to impose the
sanction is to take effect; (ii) the terms in which the regulated person is to be
cautioned, warned or reprimanded; and (iii) the person may refer the decision of
MA to the Tribunal for review.

Thirdly, we propose deleting clause 140(5) and adding the proposed new
clause 140A to the effect that the Tribunal would be empowered to grant a stay of
execution of a specified decision of MA subject to the appropriate conditions, so
as to better reflect the policy intent.
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Having listened to the points relayed and the views expressed by a number
of Honourable Members just now, | would like to briefly highlight some other key
points of the Bill. Firstly, a point was raised about the inclusion of gold in the
definition. The vast majority of stablecoin markets in the world operate based on
FRS, and “gold-referenced stablecoins” are yet to be widely accepted as a medium
of payment or pose an imminent risk to financial stability. Of course, we will
continue to monitor the situation and reconsider if there are new changes in the
future, as Dr HO has suggested.

Secondly, another Honourable Member raised an issue about the
requirements, and asked whether we are too strict on licensees about their
employment of certain staff. Our intent is to maintain control over the reputation,
ownership and potential risks of the licensee. As such, the policy is aimed at
enabling MA to consider those risks, with reference to the current practices under
the Payment Systems and Stored Value Facilities Ordinance and the Banking
Ordinance. In other words, we are adhering to the existing practices.

Thirdly, many Honourable Members are concerned whether we can enhance
the efficiency of processing applications and issuing guidelines in the future.
Currently, we aim at issuing the guidelines around the time of the commencement
of the Bill, so that applicants can have the information about the requirements and
submit their applications sooner. In the meantime, the Hong Kong Monetary
Authority and our Bureau have maintained close communication with many
industry players, including the existing sandbox holders and potential applicants.
In this aspect, please rest assured that there is nothing to worry about.

Fourthly, many Honourable Members are concerned about the promotion
and other arrangements relating to the system, so that the public will not be affected
by publicity that poses potential risks. This is one of the very objectives the
regulatory regime. We want to ensure that no one is allowed to carry out
marketing for FRS issuance business of an unlicensed issuer, including companies
that are granted a provisional licence under the transitional arrangements, and the
offering of FRS by a person other than entities permitted to conduct such offering.
Contravention of this prohibition is a criminal offence. Therefore, | hope to have
Honourable Members’ support for the legislation to be implemented as soon as
possible.
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Lastly, many Honourable Members have raised questions about
strengthening cooperation with other jurisdictions in the future.  After all,
payment across boundaries and between different jurisdictions is one of the major
scenarios in which stablecoins are involved. In this regard, we are open to
establishing mutual recognition mechanisms with other overseas financial
regulators in the future. We will continue to follow up on this.

During the drafting of the Bill, we have been active in maintaining
communication with regulatory bodies and the industry. Overall speaking, the
proposed regulatory framework for stablecoin issuers has received general support,
and the concerns of stakeholders have been addressed as appropriate. Subject to
the passage of the Bill, the date of its commencement, which we hope will be within
this year, will be announced by notice. In this connection, we have already
commenced a series of preparatory work, including the preparation of regulatory
guidelines and the publicity materials for public and investor education.

Adhering to the principle of “same activity, same risks, same regulation”,
the Bill is in line with Hong Kong’s approach to regulating VAs.  President, VAs
including stablecoins are developing rapidly, and their development are being
promoted by all major economies in the world. In this regard, I implore
Honourable Members to support and pass the Bill, so as to provide a clear policy
and a firm legal basis for the early implementation of the regulatory regime for
stablecoin issuers in Hong Kong, and to seize the opportunities available.

| so submit. Thank you, President.
PRESIDENT (in Cantonese): | now put the question to you and that is: That the
Stablecoins Bill be read the second time. Will those in favour please raise their

hands?

(Members raised their hands)

PRESIDENT (in Cantonese): Those against please raise their hands.

(No hands raised)



LEGISLATIVE COUNCIL — 21 May 2025 151

PRESIDENT (in Cantonese): | think the question is agreed by a majority of the
Members present.

| declare the motion passed.

CLERK (in Cantonese): Stablecoins Bill.

Council became committee of the whole Council.

Consideration by Committee of the Whole Council

CHAIRMAN (in Cantonese): This Council now becomes committee of the whole
Council to consider the Stablecoins Bill.

Members may refer to the Appendix to the Script for the debate and voting
arrangements for the Bill.

Members have been informed that the committee will conduct a joint debate
on the clauses, Schedules and amendments (including the new clause).
STABLECOINS BILL
CHAIRMAN (in Cantonese): | now propose the question to you and that is: That
the following clauses and Schedules stand part of the Bill.

CLERK (in Cantonese): Clauses 1 to 175, and Schedules 1 to 8.

CHAIRMAN (in Cantonese): The Secretary for Financial Services and the
Treasury will move amendments which seek to amend a number of clauses and
Schedules and add the new clause 140A.

Members may refer to the Appendix to the Script for details of the
amendments.
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Members may now proceed to a joint debate on the clauses, Schedules and
amendments.

I will first call upon the Secretary for Financial Services and the Treasury to
speak, but he is not required to move the amendments at this stage. Then | will
call upon Members to speak.

Upon the conclusion of the joint debate, the committee will first vote on the
clauses and Schedules with no amendment standing part of the Bill, and then vote
on the amendments according to the arrangements set out in the Appendix to the
Script.

Secretary for Financial Services and the Treasury, please speak.

SECRETARY FOR FINANCIAL SERVICES AND THE TREASURY (in
Cantonese): Chairman, the amendments moved by the Government are mainly
proposed in response to the views of the Bills Committee, the Legal Adviser and
the industry, and the Bills Committee has also expressed support for the
amendments.

The amendments mainly seek to broaden the scope of “permitted offeror”
and adjust the matters to be stated in the written notice on the imposition of a
sanction, as | have just explained during the resumption of the Second Reading
debate. Moreover, we have also reviewed all the provisions under the Bill in the
light of the views of the Bills Committee and the Legal Adviser of the Legislative
Council, and proposed amendments to make the necessary technical or drafting
amendments.

Chairman, we have briefed the Bills Committee on the above amendments
and obtained the support of members of the Bills Committee. | implore
Honourable Members to support these amendments. Thank you, Chairman.

DR JUNIUS HO (in Cantonese): Chairman, Secretary HUI just made it clear that
inclusion of gold is not out of the question. However, he pointed out that among
the stablecoins now commonly found around the world, there is still not one in
which gold plays a part. My question for the Secretary is: Since we aspire to be
the first-mover and be innovative, should we outstrip others by doing something
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that others don’t? We do what others do, but we do more in addition to that.
When they do three things, we do the fourth in addition to the three. It won’t hurt,
will it?

Regarding the current amendments, | heard the Secretary say that review will
be conducted in the future. Let me say a few words about what | hope for. To
start with, the current amendments do bring about enhancement by broadening the
meaning of the stablecoin, making it even more “stable”. However, what is more
stable than gold? Inclusion of gold will provide an additional option. Neither is
it the only option. There is no way that the advantages we now enjoy would
diminish asaresult. Assuch, I see a little contradiction in the logic of the rhetoric
above.

However, | am glad that according to the Secretary, review will be conducted
on an ongoing basis. What | hope for is that the review will be conducted as soon
as possible. Speaking of swiftness, since its introduction in December last year,
the Stablecoins Bill was studied at six meetings. Coupled with the Second
Reading and Third Reading now, the whole process is completed within six
months. Itisalso in line with the Chief Executive’s idea to invigorate gold-related
activities. If some connections can be worked out between these two aspects, |
am sure that more good things will happen. Therefore, I look forward to swiftness
in any consideration or review to be conducted by the Administration.

Thank you.

CHAIRMAN (in Cantonese): Does any other Member wish to speak?

(No Member indicated a wish to speak)

CHAIRMAN (in Cantonese): If not, I now call upon the Secretary for Financial
Services and the Treasury to speak again.

(The Secretary for Financial Services and the Treasury indicated that he did not
wish to speak again)
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CHAIRMAN (in Cantonese): We now first vote on the clauses and Schedules with
no amendment standing part of the Bill.

| now put the question to you and that is: That the clauses and Schedules
with no amendment as set out in the Appendix to the Script stand part of the Bill.
Will those in favour please raise their hands?

(Members raised their hands)

CHAIRMAN (in Cantonese): Those against please raise their hands.
(No hands raised)
CHAIRMAN (in Cantonese): | think the question is agreed by a majority of the
Members present.

| declare the motion passed.
CHAIRMAN (in Cantonese): The committee now deals with the clauses and
Schedules with amendments.

Secretary for Financial Services and the Treasury, you may move your

amendments.

SECRETARY FOR FINANCIAL SERVICES AND THE TREASURY (in
Cantonese): Chairman, I move the amendments as set out in the Appendix to the
Script.

Proposed amendments

Clause 4 (see Appendix 2)

Clause 9 (see Appendix 2)

Clause 12 (see Appendix 2)


https://www.legco.gov.hk/yr2025/english/counmtg/hansard/cm20250521-translate-e.pdf#nameddest=app_02
https://www.legco.gov.hk/yr2025/english/counmtg/hansard/cm20250521-translate-e.pdf#nameddest=app_02
https://www.legco.gov.hk/yr2025/english/counmtg/hansard/cm20250521-translate-e.pdf#nameddest=app_02

LEGISLATIVE COUNCIL — 21 May 2025

155
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CHAIRMAN (in Cantonese): | now propose the question to you and that is: That
the amendments moved by Secretary for Financial Services and the Treasury be
passed.

CHAIRMAN (in Cantonese): | now put the question to you as stated. Will those
in favour please raise their hands?

(Members raised their hands)

CHAIRMAN (in Cantonese): Those against please raise their hands.

(No hands raised)

CHAIRMAN (in Cantonese): | think the question is agreed by a majority of the

Members present.

| declare the amendments passed.

CLERK (in Cantonese): Clauses 4, 9, 12, 25, 33, 41, 84, 108, 112, 122, 124, 132,
140, 142, 143, 145, 155, 160 and 170, and Schedules 2, 6 and 7 as amended.

CHAIRMAN (in Cantonese): | now put the question to you and that is: That the
clauses and schedules as amended just read out by the Clerk stand part of the Bill.
Will those in favour please raise their hands?

(Members raised their hands)

CHAIRMAN (in Cantonese): Those against please raise their hands.

(No hands raised)
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CHAIRMAN (in Cantonese): | think the question is agreed by a majority of the
Members present.

| declare the motion passed.

CHAIRMAN (in Cantonese): The committee now deals with the new clause.

CLERK (in Cantonese): New clause 140A Application  for stay of
execution of specified decision.

CHAIRMAN (in Cantonese): Secretary for Financial Services and the Treasury,
you may move the Second Reading of the new clause.

SECRETARY FOR FINANCIAL SERVICES AND THE TREASURY (in
Cantonese): Chairman, | move the Second Reading of the new clause just read out
by the Clerk.

CHAIRMAN (in Cantonese): | now propose the question to you and that is: That
the new clause read out by the Clerk be read the second time.

CHAIRMAN (in Cantonese): I now put the question to you as stated. Will those
in favour please raise their hands?

(Members raised their hands)

CHAIRMAN (in Cantonese): Those against please raise their hands.

(No hands raised)
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CHAIRMAN (in Cantonese): | think the question is agreed by a majority of the
Members present.

| declare the motion passed.

CLERK (in Cantonese): New clause 140A.

SECRETARY FOR FINANCIAL SERVICES AND THE TREASURY (in
Cantonese): Chairman, | move that the new clause just read out by the Clerk be
added to the Bill.

Proposed addition

New clause 140A (see Appendix 2)

CHAIRMAN (in Cantonese): | now propose the question to you and that is: That
the new clause read out by the Clerk be added to the Bill.

CHAIRMAN (in Cantonese): | now put the question to you as stated. Will those
in favour please raise their hands?

(Members raised their hands)

CHAIRMAN (in Cantonese): Those against please raise their hands.

(No hands raised)

CHAIRMAN (in Cantonese): | think the question is agreed by a majority of the
Members present.

| declare the motion passed.
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PRESIDENT (in Cantonese): All the proceedings on the Stablecoins Bill have
been concluded in committee of the whole Council. Council now resumes.

Council then resumed.

SECRETARY FOR FINANCIAL SERVICES AND THE TREASURY (in
Cantonese): President, | now report to the Council: That the

Stablecoins Bill

has been passed by committee of the whole Council with amendments. | move

the motion that “This Council adopts this report”.

PRESIDENT (in Cantonese): | now propose the question to you and that is: That
the motion moved by the Secretary for Financial Services and the Treasury be
passed.

PRESIDENT (in Cantonese): I now put the question to you as stated. Will those
in favour please raise their hands?

(Members raised their hands)

PRESIDENT (in Cantonese): Those against please raise their hands.

(No hands raised)

PRESIDENT (in Cantonese): | think the question is agreed by a majority of the
Members present.

| declare the motion passed.
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Third Reading of Government Bill

PRESIDENT (in Cantonese): Government Bill: Third Reading.

STABLECOINS BILL

SECRETARY FOR FINANCIAL SERVICES AND THE TREASURY (in
Cantonese): President, | move that the

Stablecoins Bill
be read the third time and do pass.
PRESIDENT (in Cantonese): | now propose the question to you and that is: That
the Stablecoins Bill be read the third time and do pass.
Does any Member wish to speak?
(No Member indicated a wish to speak)
PRESIDENT (in Cantonese): | now put the question to you as stated. Will those
in favour please raise their hands?

(Members raised their hands)

PRESIDENT (in Cantonese): Those against please raise their hands.

(No hands raised)

PRESIDENT (in Cantonese): | think the question is agreed by a majority of the
Members present.

| declare the motion passed.
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CLERK (in Cantonese): Stablecoins Bill.

Resumption of Second Reading Debate on Government Bill

PRESIDENT (in Cantonese): This Council resumes the Second Reading debate
on the Private Columbaria (Amendment) Bill 2024.

Ms YUNG Hoi-yan, Chairman of the Bills Committee on the Bill, will first
address the Council on the Committee’s Report.

PRIVATE COLUMBARIA (AMENDMENT) BILL 2024

Resumption of debate on Second Reading which was moved on 18 December
2024

MS YUNG HOI-YAN (in Cantonese): President, |1 submit the report in my
capacity as the Chairman of the Bills Committee.

The Private Columbaria (Amendment) Bill 2024 (“the Bill””) seeks to allow
eligible pre-cut-off columbaria (i.e. private columbaria that were in operation, and
in which ashes were interred in niches, immediately before 8:00 am on 18 June
2014) to apply for an exemption and to enhance the enforcement provisions under
the Private Columbaria Ordinance (Cap. 630) (“the Ordinance”).

The Bills Committee has held three meetings with the Administration and
invited written submissions from the public. In the course of scrutiny, members
have expressed concerns on a number of issues and called on the Administration to
explain clearly the contents of the Bill to columbaria operators and provide them
with necessary assistance to address their concerns.

The Bill proposes to amend the eligibility criteria for application for
exemption, including relaxing the date of commencement of operation of the
columbaria and the date on which interment right has cease to be sold, so that
pre-cut-off columbaria eligible for the option to make new application for
exemption can meet the basic eligibility criteria for application for exemption.
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Members have relayed the views of the trade that revising the eligibility
criteria for application for exemption are unfair to many columbaria, including
those whose applications for specified instruments (“SIs”) have been refused or
voluntarily withdrawn, or those which have decided to cease operation, or even
those which have been granted a licence. Some licensed columbaria also hope to
make new applications for exemption so that they would no longer be required to
pay the relevant fees for short-term exemptions or short-term leases in relation to
niches sold between 8:00 am on 18 June 2014 and 30 June 2017.

The Administration has explained that even with the relaxation of the
eligibility criteria for application for exemption, columbaria whose applications for
Sls have been refused or voluntarily withdrawn, or those which have decided to
cease operation, would still be ineligible for application. As for licensed
columbaria, the arrangement applicable to their applications for land regularization
Is the same as those for columbaria newly applying for exemption, which are also
required to pay the relevant fees in accordance with the established policy of the
Lands Department. Therefore, no unfairness is caused by the proposal for new
application of exemption. The Administration has also explained the matter to
the relevant operators.

In addition, the Bill proposes that a columbarium newly applying for
exemption would need to prove that on the commencement date of the Bill, no
planning application in respect of the columbarium has been refused by the Town
Planning Board (“TPB”). Members have relayed the views of the trade that the
proposal is unfair to the columbaria concerned because it turns out that operators
who have all along failed to take the initiative to submit applications to TPB are
given the option to apply for exemption. Members have called on the
Administration to explore feasible ways to assist columbaria whose planning
applications have been rejected, having regard to the latest development in land

policy.

The Administration has clarified that the above specified condition is
imposed to minimize the impact of columbaria newly applying for exemption on
their neighbourhood, thereby safeguarding public interests. In fact, many
columbaria used to have their planning applications rejected by TPB, but such
applications were subsequently approved by TPB after they were revised.
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On penalties, some members have expressed concern about the Bill’s
proposals to substantially increase the penalties for offences relating to interment
of ashes and non-compliance with enforcement notice. They have requested the
Administration to consider the consistency among the penalties and whether the
increased penalties will have any adverse impact on the trade. A suggestion has
also been made that the Administration should consider drawing up prosecution
guidelines for offences under Cap. 630 for the reference of the Judiciary.

According to the Administration, having regard to the seriousness of the
relevant offences, the extent of damage to consumer interests and the potential
gains due to the offenders, it is considered necessary to increase the penalties to
enhance the deterrent effect and nip the problem in the bud. Moreover, the
majority of the views expressed during public consultation were in favour of the
proposals.

Apart from the above concerns, members have noted the slow progress in
the granting of Sls, as well as the trade’s feedback that the application procedures
are cumbersome as different departments would impose different requirements on
the applicants. Members have called on the Administration to enhance the
one-stop services for columbaria by coordinating the requirements of various
departments and processing the applications for land regularization as early as
possible, in order to shorten the processing time. There is also a call for the
Administration to enhance the relevant public enquiry services through the
adoption of innovation technologies.

According to the Administration, the Private Columbaria Affairs Office had
taken a number of measures to assist the applicants, including designation of a case
manage to provide one-to-one assistance for each applicant, formulation of
application guidelines and provision of templates of documents required for
submission. The Administration has undertaken to monitor the progress of
vetting and approval of applications, and continue to enhance the one-stop services
to further expedite the vetting and approval process. At the same time, the
Administration will explore ways to enhance its public enquiry services through
the use of Al (such as Chatbot).

Lastly, members have called on the Administration to put in place measures
to protect the interest of consumers, including providing them with assistance in
resolving monetary disputes arising from the cessation of columbarium operation,



164 LEGISLATIVE COUNCIL — 21 May 2025

creating a template for the purchase contract of niches, providing updated
information of the number of niches available for sale by licensed columbaria
through the thematic website on “Regulation of Private Columbaria”, and studying
the setting up of a registration system for ownership of columbarium niches in the
long run to enable the public to freely resell niches or freely decide on the quantity
of ashes to be kept in the niches, thereby reducing the risks of consumers being
defrauded.

Taking into account the views of the Legal Adviser, the Administration will
propose several drafting and technical amendments to improve the Bill.  The Bills
Committee has no objection to the amendments proposed by the Administration.

President, the aforesaid is my report on the work of the Bills Committee.

President, next, | would like to express my views on the Private Columbaria
(Amendment) Bill 2024. 1 support this legislative amendment exercise, which is
of critical importance to not only the long-term planning and development of our
society, but also the protection of consumer rights and the healthy development of
the trade.

One of the objectives of this legislative amendment exercise is to avert the
need for large-scale disposal of ashes already interred in the columbaria (commonly
known as ash disposal), which | think is in line with the traditional Chinese culture
of “paying careful attention to the funeral rites of parents and showing reverence
for ancestors”.  Subject to the passage of the Bill, private columbaria which may
otherwise have difficulties in complying with the licensing requirements can apply
for exemption if they meet certain conditions, for example, being not located in
“high-density residential development” zones, having no planning application for
columbaria development refused by TPB, etc., so that they can continue operation
under the existing restricted mode.

At present, applications from 77 private columbaria for licence or exemption
are still underway, including 2 granted with “approval-in-principle for licence
application”, 9 granted with “approval-in-principle for exemption application”, and
the remaining 65 granted with “approval-in-principle for temporary suspension of
liability (“TSOL’) application”. Of the 66 private columbaria granted with
“approval-in-principle for TSOL application”, 46 have applied for licence only.
Together with the 2 private columbaria granted with “approval-in-principle for
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licence application”, a total of 48 columbaria still have their licence applications
under processing. If these 48 columbaria eventually fail to obtain a licence, they
will have to cease operation, triggering ash disposal that may affect hundreds of
thousands of niches.

It is conceivable that such a massive scale of ash disposal involving hundreds
of thousands of niches will have serious impact on the community. For instance,
the columbaria concerned would need to contact the consumers for collection of
ashes; a large amount of manpower and resources would have to be deployed to
transfer the ashes and make temporary storage space available; and so on. It is
also very likely that monetary disputes will be involved, giving rise to many legal
disputes. Therefore, large-scale ash disposal will not only upset the resting place
of the deceased, but also create a huge burden on the operators and put those who
have purchased niches in a difficult situation, thus causing great disturbance to the
community. Therefore, through this legislative amendment exercise, columbaria
operators will have a new option of applying for exemption, which is an ideal way
to effectively take care of the interests of both consumers and operators.

In my opinion, the Amendment Bill has made detailed provisions on the time
limit for application for exemption, eligibility criteria, etc., with clear and
reasonable adjustments made to the commencement date of operation of the
columbarium, the date as at which the ash interment quantity is limited to, the date
on which interment right has ceased to be sold, etc. | believe that all these will
provide the trade with greater flexibility and help the trade develop in a healthy and
orderly manner.

Another important point is the imposition of heavier penalties. In my view,
it is necessary to increase the existing penalties for non-compliance with
enforcement notices.  For unlawful interment of ashes, the maximum penalty will
be increased from the previous level of a fine of $10,000 and imprisonment for six
months to a fine of $2,000,000 and imprisonment for six months, or a fine of
$5,000,000 and imprisonment for two years on conviction on indictment. For
non-compliance with enforcement notice, the maximum penalty will be increased
from the previous level of a fine of $10,000 to a fine of $500,000 and imprisonment
for six months on summary conviction, or a fine of $5,000,000 and imprisonment
for two years on conviction on indictment.
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Although there was no serious non-compliance under the Ordinance
previously, it is clear that the existing penalties are too lenient, thereby failing to
achieve sufficient deterrent effect for the offenders. As the benefits available to
offenders are not commensurate with the existing penalties, protection for
consumers has been undermined. Therefore, this legislative amendment exercise
has targeted this point in particular, seeking to provide sufficient deterrent effect to
enhance consumer protection. On the part of the offenders, the Bill has given
them a clear idea that they will have to pay a heavy price for breaching the law.
Thus, they will not dare to infringe upon the rights of consumers indiscriminately.
For instance, they will have to strictly comply with restrictions on the ash interment
quantity and the sale of interment rights, so as to prevent consumers from running
into situations like overselling of niches or having no niche for ash interment.
Through stringent legal sanctions and regulatory measures, non-compliant
operators will be displaced, which helps to clean up the trade’s act, improve the
trade’s image, and promote healthy competition. In turn, consumers will have a
greater sense of security and protection in the purchase of niches.

As regards publicity and explanation work, | think that even with the passage
of the Bill by the Legislative Council today, the Government still needs to continue
to do a good job in publicity and explanation for both members of the public and
columbaria operators. This is because during the scrutiny of the Bill, we have
noted that many private columbaria operators had both concerns and
misunderstanding about the Bill.  For example, some licensed columbaria
mistakenly believed that new applicants for exemption would not be required to
pay the relevant fees for the short-term exemptions/short-term leases for niches
sold between the cut-off time and the date of gazettal (i.e. between 18 June 2014
and 30 June 2017). They also considered that the inclusion of having no planning
application rejected by TPB as one of the eligibility criteria of new applications for
exemption would create unfairness. Although the Government has repeatedly
explained and clarified the relevant practices, stating that the relevant land fees
have nothing to do with the legislative amendment, and that the requirement
relating to TPB is intended to demonstrate deference to its procedures and
decisions, as well as to minimize the impact on the neighbouring community, it is
clear that the trade still has concerns and worries about this legislative amendment
exercise, and it will take more time for the trade to digest and understand the
contents of the Bill.
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In this connection, | understand that various departments such as the Food
and Environmental Hygiene Department and the Lands Department have been
actively liaising with the columbaria concerned to follow up on the problems faced
by them. Although some of the situations may not be directly relevant to this
legislative amendment exercise, in general, many members of the trade would like
to draw the Government’s attention to the development of the trade as a whole
through this legislative amendment exercise.  Therefore, | believe that the
Administration should continue to maintain close communication with the trade in
the future, and step up its assistance and coordination work, in particular through
interdepartmental efforts, to help each columbarium deal with the different
difficulties they are facing in a focused manner.

Lastly, 1 would like to talk about the progress of vetting and approval of
licences. When | spoke in my capacity as Chairman of the Bills Committee just
now, | already mentioned the extremely slow progress of the Government in the
vetting and approval of applications. The Ordinance has been in force for more
than seven years, but the Government has only granted 13 licences and 5
exemptions so far, and there are still 77 applications from pre-cut-off columbaria
being processed. The progress is obviously unsatisfactory. | understand that
some operators have to spend a lot of time, effort and money in handling their
compliance applications, e.g. those relating to building, fire, and electrical and
mechanical safety requirements, which may take a very long time to process. This
IS quite understandable.

However, in terms of the vetting and approval process of government
departments, | think the Government should make good use of technology and
enhance efficiency through one-stop services. At present, the application
procedures for licence and exemption are very cumbersome and require follow-up
and approval from different departments with different requirements, causing
inconvenience for applicants. Therefore, | think the Government should provide
one-stop services for the relevant applications, proactively coordinate the
requirements of different departments, and enhance support provided for the
applicants. Moreover, the Government should consider using Al to assist in the
vetting and approval process, so as to shorten the processing time and expediate
the handing of backlog cases, in order to effectively support the development of
the trade.
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In conclusion, | believe that this legislative amendment exercise is very
important to both individual private columbarium and the trade as it can facilitate
the healthy development of the trade and enhance consumer protection. However,
this legislative amendment exercise involves quite a number of complicated legal
amendments, and | hope that the Government will continue to maintain
communication with the trade and assist the operators in resolving the difficulties
that they are facing, so as to effectively allay their concerns.

President, | so submit.

MR MARTIN LIAO (in Cantonese): President, in the past, there were many
non-compliance cases involving private columbaria, such as when consumers who
had purchased niches failed to have the ashes interred, unauthorized sale and
purchase of niches, and so on. Despite the commencement of the Private
Columbaria Ordinance in 2017, under which private columbaria are required to
obtain a licence before they can sell or let out new niches, the Private Columbaria
Affairs Office still received a total of around 570 complaints about private
columbaria as at the end of December 2023. Ultimately, members of the public
are still the ones who suffer.

This time, the Private Columbaria (Amendment) Bill 2024 (“the Bill”)
proposes to increase the penalties for non-compliance with legal requirements by
private columbaria and relax the conditions for application for exemption, so as to
effectively protect consumer interests. Meanwhile, when the Administration
conducted a public consultation on the legislative proposals from May to June last
year, each of the proposals was supported by at least 85% of written responses
received. It is thus clear that amendment of the Ordinance is the wish of the
people and should be undertaken expeditiously to respond to public opinion.

President, many members of the public will make early preparations for the
death of their family members by purchasing niches in advance and hence, sold
niches are often not immediately interred with ashes. As such, sale of interment
rights exceeding the ash interment capacity (i.e. “overselling niches”) or sale of
niches not covered in the approved plans by a private columbaria will not
immediately lead to contravention of the restriction on the number of sets of ashes
interred. As the oversold niches are not within the scope of the licence, the
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agreements entered between the purchaser and the seller on these niches are
unenforceable; ashes interred pursuant to these agreements may also have to be
displaced.  Under the circumstances, consumers have no protection at all.
Therefore, modelling on the penalty for the offence of illegal columbarium
operation, the Bill proposes to increase the maximum penalty for overselling niches
and sale of niches not covered in the approved plans from a fine at level 3, i.e.
$10,000, to a fine of $500,000 and imprisonment for six months on summary
conviction or a fine of $5,000,000 and imprisonment for two years on conviction
on indictment. | agree with the increase in penalties and hope that the revised
penalties will have a deterrent effect.

President, an amendment proposed in the Bill which has aroused greater
concern is the relaxation of the conditions for application for exemption. The
Government proposes to relax the date of commencement of operation of
pre-cut-off private columbaria from before 1 January 1990 to before 18 June 2014,
and the date on which interment right has ceased to be sold to 30 June 2017. In
other words, private columbaria operating before 18 June 2014 which have ceased
selling niches before 30 June 2017 are eligible to apply for an exemption. If
pre-cut-off columbaria meeting certain conditions are granted with exemption, they
can continue to operate at their current confined scale. For example, while new
sale or let out of niches will not be allowed, they can continue to keep the existing
niches sold before 30 June 2017. This will obviate the need for large-scale
disposal of ashes by private columbaria which ultimately fail to comply with all the
licensing requirements and thus need to close down their operation. As the
proposal can avoid creating an adverse impact on a large number of families, |
welcome the Government’s pragmatic and compassionate approach.

However, | would like to remind the Government that private columbaria
granted with exemption still fall short of the required standard. Granting
exemption is not a long-term solution, but only a temporary measure. If these
columbaria are allowed to continue to operate at a confined scale, it may easily
create confusion among consumers in the long run, which is contrary to the original
intent of the licensing scheme. Moreover, it is also unfair to the qualified and
licensed columbaria. Looking further, as columbaria granted with exemption can
no longer sell or let out niches, they will have no new income and may have to
close down eventually. Ultimately, consumers are the ones who suffer.
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It is worth mentioning that since the licensing scheme came into effect in
2017, only 13 licences have been approved by the Administration, which is very
slow progress indeed. As mentioned by Ms YUNG Hoi-yan just now, there are
still 77 applications for specified instruments from private columbaria under
processing, involving more than 534 000 niches. The Government has pointed
out that among them, two have been granted “approval-in-principle for licence
application”, nine granted “approval-in-principle for exemption application”, and
the remaining 65 granted “approval-in-principle for temporary suspension of
liability (“TSOL’) application”. The Government should expedite the processing
of these applications. In addition, the Government has pointed out that
columbaria granted *approval-in-principle  for licence/exemption/TSOL
application” have been confirmed to be in compliance with relevant basic
requirements for building, fire, and electrical and mechanical safety, but the
applicants are required to take actions within the validity period to comply with all
the requirements for their licence or exemption. | hope that the Government will
provide appropriate support to the applicants in need, so that they stand a greater
chance of obtaining a full licence. Meanwhile, the Government should step up
publicity on the contents of the new amendments for the sake of safeguarding
public interest.

Separately, | note that the amendments relating to exemption have aroused
the concern of the trade as they are under the impression that pre-cut-off private
columbaria so granted with exemption would not be required to pay the relevant
fees for the short-term exemptions or short-term leases. The Government has
already explained that even pre-cut-off private columbaria are still required to pay
the relevant fees. Although the relevant fee arrangement is not within the scope
of this legislative amendment exercise, the Government should explain the matter
clearly to the trade given their concern.

President, the Government projects that the number of death toll in Hong
Kong between 2018 and 2038 is about 1.2 million, and the demand for niches in
columbarium is about 65% to 68%, i.e. about 800 000. At present, the average
waiting time for public niches is about six months, and there is a considerable
demand for private niches. It is therefore incumbent upon the Government to
amend the legislation to safeguard public interests. Moreover, it should regularly
review the implementation of the legislation and make timely adjustments to
protect the public. On the other hand, niches are seldom recycled, causing
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pressure on limited land resources in the long run.  The Government has all along
promoted green burials. Up to last year, there were more than 9 000 cases of
green burials, accounting for 18% of the total number of deaths. | hope that the
Government will step up publicity on green burials at the same time, so that more
members of the public will seek a more environmentally friendly and simple way
of burial, thereby alleviating the pressure on the demand for columbarium niches.

President, with these remarks, | support the Bill and the amendments.

MR STEVEN HO (in Cantonese): Thank you, President. The Democratic
Alliance for the Betterment and Progress of Hong Kong (“DAB”) supports the
Private Columbaria (Amendment) Bill 2024.

Many years ago, discussion on this rather complicated legislation even
straddled two terms of the Legislative Council, with former Member Mr IP
Kwok-him and Mr CHAN Hak-kan both having served as Chairman of the relevant
Bills Committee. Now, after a span of some seven or eight years, Ms YUNG
Hoi-yan is the Chairman of the Bills Committee.

At the time of the passage of Private Columbaria Ordinance (“the
Ordinance™), we already anticipated the need for amendments sooner or later. A
number of suggestions covered in the present exercise have been mooted during
the scrutiny of the initial Bill, including the excessively low level of penalties, and
the amendment currently proposed by the Government to allow a 7-day grace
period for the keeping of ashes in masons’ workshops. In the course of
manufacturing headstones or other objects, there is likely a need to keep the ashes
in temporary storage in masons’ workshops. Seven days may seem a long time,
but the provision has stipulated the period to be “seven calendar days”, which can
pass quickly. If the period coincides with New Year holidays or a sudden absence
of workers, seven days will pass too quickly. As a matter of fact, | reckon that
the Government will likely adopt a lenient enforcement approach and be
sympathetic with the difficulties involved. Thus, it may not enforce the law even
if seven days have passed. However, the mason trade very much welcomes the
SAR Government’s move to relax the grace period to 14 days, so that they can have
more time to complete the work they need to do. This is the first point.
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Secondly, the SAR Government should not just review the Ordinance
because it should aim at solving a bigger social problem. | remember that when
the Ordinance was first enacted, private columbaria were charging exorbitant prices
for niches, resulting in difficulties faced by members of the public in finding a
resting place for their deceased family members. The inadequate supply of public
niches, sky-rocketing price of private niches and lack of consumer protection gave
rise to many problems in society which were left to be handled by the Government,
such as failure to have ashes interred, disappearance of operators, closure of private
columbaria, and so on. However, have such problems been reduced in recent
years? If so, it implies that apart from work in the context of the Ordinance, the
SAR Government has also done a relatively good job outside the Ordinance,
including green burials as just mentioned by Mr Martin LIAO and increasing the
supply of public niches.

| remember that one year when | was the Chairman of the Panel on Food
Safety and Environmental Hygiene (“the Panel”), the subject of columbarium
niches was discussed at every meeting starting from the first one to the meeting in
May—at that time, a session ended in July; at every regular Panel meeting, we
would discuss the subject of niches, and the situation that year was very extreme.
Therefore, | think the SAR Government has already worked very hard on the
matter. But, of course, society cannot just focus on niches. | hope that the
Government will discuss other issues of concern to the community more often in
the Panel and provide members with written responses as far as possible, so that
various problems can be addressed according to their priorities.

In particular, as pointed out by a number of Honourable Members, the
Government should maintain closer communication with the trade.  In this regard,
we must criticize the SAR Government on one point. It is stated in the paper that
no unfairness has been created in the matter of fees, | cannot say that this is totally
wrong because it is the Government’s point of view, but frankly speaking, in the
matter of paying money out of our own pockets, making a payment early or later
would make a difference given the interest to be earned. As a result of this
adjustment, some applicants who originally intended to give up their applications
have been given the leeway to pursue their applications for two more years.
However, given the bottom line or red line of the Ordinance, early applicants had
to rush their work to obtain the licences. | have received some cases that due to
the need to meet the original deadline, the applicants had to pay higher price for
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certain works in the market.  Although the price had not doubled, there were cases
involving a price increase of 10% to 20% for fire safety works given the sudden
need to complete the works before the deadline.  Of course, the SAR Government
will not take the blame for such price fluctuations in the market. Therefore, | hope
that the Government will learn from the experience gained from our discussions on
the Ordinance over the years, as well as the present legislative amendment exercise,
and pay special attention to the pressure of market fluctuations on the operating
costs of operators. In this regard, while I think the SAR Government will of
course not accept responsibility in words, some operators may in fact give up their
business due to this slight increase in cost.  As similar situations can also be found
in the environmental protection industry, | hope Secretary TSE will pay special
attention to the matter.

Lastly, I would like to thank the SAR Government for accepting DAB’s
previous proposal of extending the grace period for masons’ workshops from 7
days to 14 days. As I mentioned before, this proves that the SAR Government is
receptive to good advice and has done a lot of extra work in this regard. However,
regarding green burials as just mentioned by Mr Martin LIAO, | would like to take
this opportunity to point out to the SAR Government that the pressure on the supply
of niches still exists. We used to spend a lot of time to promote the change from
coffin burial to cremation. Niche are of course a prerequisite for cremations.
Now, we are promoting the change from cremation to green burial in the
community.  However, apart from public and private columbaria, many
fishermen’s cemeteries are not provided with the relevant facilities. As a result,
fishermen need to resort to the private columbarium market. Therefore, | think
the SAR Government should conduct a comprehensive review of its columbarium
policy. Even small groups, such as Rural Committees, have their own burial
grounds, but they are restricted for coffin burials and cannot be used to provide
niches for ash interment. That is why only coffin burials are practised in
fishermen’s cemeteries as no niches are available for ash interment. As such, |
think the SAR Government should conduct a comprehensive review on the
situation.

Finally, 1 would like to thank the SAR Government again. DAB will
support the Bill. Thank you, President.
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MS JOEPHY CHAN (in Cantonese): Thank you, President. | speak in support
of the Private Columbaria (Amendment) Bill 2024 (“the Bill”). 1 am one of the
members of the Bills Committee, and | would like to thank Ms YUNG Hoi-yan,
Chairman of the Bills Committee, for her coordination during the process because
we have listened to and followed up on the views of the trade in the course of our
scrutiny of the Bill.

In recent years, with the ageing in Hong Kong society, the demand for
private columbaria has been increasing. However, the poor management of some
facilities, and the out-dated legal regulation, coupled with the shortage of land, have
led to difficulties faced by many people in the interment of ashes of their deceased
family members. Some of the pre-cut-off columbaria are at risk of closure as they
are unable to obtain a licence, resulting in financial losses and emotional distress
caused by ash disposal for purchasers of niches.

For the benefit of the deceased and the living, the Private Columbaria
(Amendment) Bill 2024 proposes to suitably adjust the eligibility criteria for
application for exemption to allow those columbaria which meet certain conditions
to continue to operate without the need for disposal of ashes, but they are not
allowed to engage in new sale or letting out of niches. Of the 59 pre-cut-off
columbaria with licence applications under process, there are about 200 000 niches
already interred with ashes. A huge impact would be created if the ashes interred
are to be disposed. Therefore, the Government’s measure in this regard not only
imposes regulation in a pragmatic and compassionate approach, but also reduces
the impact on the community and the public.

In addition, the Bill also strengthens enforcement against private columbaria
by increasing the penalties for non-compliance with enforcement notice, and
creating related offences to prevent unscrupulous operators from overselling niches
or over-placing ashes.  An unscrupulous operator overselling niches or
over-placing ashes is liable on summary conviction to a fine of $2,000,000 and
imprisonment for six months, and on conviction on indictment to a fine of
$5,000,000 and imprisonment for two years. It is believed that the increased level
of penalties will achieve a certain deterrent effect and effectively prevent the
unlawful act of overselling niches of over-placing ashes. These unlawful acts not
only undermine consumer rights and interests, but also damage the credibility of
the trade and jeopardize order in the market. Therefore, it is necessary to improve
the law to ensure that the relevant operators will strictly comply with the
regulations in the course of their operation.
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In terms of law enforcement, the Bill further specifies that columbaria cannot
continue to sell interment rights when the authorization to sell has been revoked or
suspended. Moreover, the Bill imposes penalties to enhance the deterrent effect
of the law. Upon the enactment of the amended Ordinance, it will also effectively
prevent unscrupulous operators from taking advantage of the loopholes in law to
continue to operate, thus affecting the fairness of the market. At the same time,
the Government also needs to step up supervision of law enforcement to ensure
strict enforcement of the law, thus ensuring that laws are observed to bring
offenders to account.

| would also like to take this opportunity to thank the government
departments for actively listening to the voices of the trade. Earlier on, the Bills
Committee has received written submissions from the trade in the scrutiny process,
expressing concerns and queries about the contents of the Bill. The Bills
Committee has actively followed up on the matter. At our request, the
Government has made arrangements to communicate with individual members of
the trade who have questions about the Bill and provided them with explanations.

As a matter of fact, the regulation of columbaria concerns the public’s need
for emotional and spiritual support after the loss of their loved ones. If there are
loopholes in the regulation of columbaria, it will aggravate social unrest and
anxiety. The Government thus is duty-bound to ensure that all members of the
public are given fair, safe and sustainable options on the issue of columbarium
niches, and the operators of the trade need to shoulder their corresponding social
responsibility and comply with the laws and regulations, as well as ethical norms.

Looking ahead, the Government should encourage more green burials,
increase the number of public niches where conditions permit, expedite the
construction of new columbaria, and consider how to expand niches in existing
facilities to meet public demand. At the same time, the Government should
improve the transparency of management to ensure private columbaria’s
compliance with the law, provide a clear information platform for the public to
enquire about the status, charges and management rules of niches, and enhance
education on burial culture to enable a better understanding among members of the
public on different means for disposing cremated ashes such that they will
gradually accept green burials.
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Lastly, | hope that the Government, the trade and various sectors of the
community will work together to ensure the healthy development of the private
columbaria trade and continue to safeguard the rights and interests of the public.

President, | so submit.

DR STARRY LEE (in Cantonese): President, I speak in support of the Second
Reading of the Private Columbaria (Amendment) Bill 2024 (“the Bill””). 1amalso
a member of the Bills Committee.

The Bill seeks to amend the existing legislation to provide pre-cut-off
columbaria meeting certain conditions with a new option to apply for exemption,
increase the penalties for offences under the law, enhance enforcement
effectiveness, particularly against offences relating to the improper sale of niches
or improper interment of ashes, and to improve the regulatory regime. The
amendments are well-intended originally as | believe that they can, as other
Members have just said, avoid the need of ash disposal and the resulting emotional
stress on the part of members of the public. But we must also admit that, as
Mr Steven HO has pointed out, the trade has different views on this legislative
amendment exercise, with some people opining that the Bill would lead to
unfairness. | hope that the Bureau will pay attention to this point when
contemplating amendments to this Ordinance or other related ordinances in the
future. As a matter of fact, given the complicated background leading to the
enactment of the Ordinance, | am afraid that every amendment or every change
will touch upon the interests of many stakeholders or invoke considerations from
different perspectives.

As a Member from the Kowloon Central Constituency, Hung Hom is an area
within my constituency. Given that a few funeral parlours are located in Hung
Hom, a large number of private columbaria have existed in the area for a long time.
Many local residents used to complain about the situation, and in the worst cases,
abodes of the living and the deceased were mingled together. | remember that
having received such complaints, the Government eventually introduced the
Private Columbaria Bill to address the related problems.

Since the passage of the above Bill, we must admit that there are no longer
new cases involving the mingling of abodes of the living and the deceased.
However, the then aspiration of local residents and myself about the Bill bringing
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about a quick reduction in the number of private columbaria in the area has
seemingly failed to materialize. Of course, many objective reasons are involved,
including the continued presence of funeral parlours in the area. In addition, as
members of the Bills Committee are aware, the application procedures are
cumbersome. | reckon that quite a number of columbaria in Hung Hom have a
slim chance of meeting the eligibility requirements, but they have not ceased to
operate for various reasons. After the commencement of the Ordinance, | can
only say that it is more effective in reducing the establishment of new private
columbaria, but the Bureau must still step up efforts in addressing the nuisances
already in existence.

| am very grateful to the Bureau for accepting our views. In Hung Hom,
not only is there a heavy flow of people on the grave-sweeping days (i.e. during the
Ching Ming Festival and Chung Yeung Festival periods), but there are also a lot of
activities such as burning of joss sticks during different festivals every year, which
cause a certain degree of nuisance to the local residents. Having accepted our
views, the Government has made available the furnaces for public use, but only
during the Ching Ming Festival and Chung Yeung Festival periods. Recently, the
Government has extended the opening hours of the furnaces to Saturdays and
Sundays outside the said two periods, so that members of the public need not
perform ancestral worship rituals on the streets, which has also effectively reduced
pollution in the community.

However, as | have said, our original expectation was that the passage of the
Bill would enable more effective handling of the nuisances in urban areas,
especially Hung Hom, but it seems that the Administration must still work harder
in this regard. As a result of the lengthy processing of applications and the need
for applicants to approach different departments to meet their requirements—issues
which have been mentioned at meetings of the Bills Committee, and by a number
of Members who spoke just now—there is still a huge backlog of cases. | am
grateful that the departments concerned now agree and intend to enhance
coordination, including the provision of one-stop services. Of course, we have
made the same request on many occasions, and the Bureau has also acceded to the
request. But | hope the Secretary or the officer in charge will stay concerned
about the matter. In fact, many of the demands made by the Administration are
difficult for the applicants to fulfil, and it seems that there is still much room for
improvement in terms of the actual coordination among departments. In this
connection, given that firstly, the processing time is already very long; and
secondly, the Bill has already set a deadline, | hope the Bureau can really make an
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effort to coordinate the work and include synchronized or innovative procedural
arrangements in the process, so that the applications can be processed more
expeditiously than in the past.

In any case, | hope that the processing of applications will be expedited, and
even after the passage of the Bill, there may be a need for some ash disposal
arrangements. | hope that the Administration will take proper measures in
handling the cases, especially when different members of the public are involved.
| know that the supply of public niches has actually increased, including those in
the Tsang Tsui Columbarium and the recently announced Wo Hop Shek
Columbarium Phase VI. In fact, according to my understanding, if people are
willing to make applications for such niches, the waiting time will not be too long.
If the Administration reckons that some applications can hardly meet the eligibility
criteria, can it start early communication with the parties concerned so as to
minimize the shock?

In addition, the operators also hope that the Government will continue to
adopt more innovative or flexible approaches. In this connection, | would like to
thank the Government. As the operators have relayed to us that they are faced
with a lot of fire safety and building requirements, for example as those stated in
paragraph 62 of the report on the work of the Bills Committee, | understand that an
alternative approach would be implemented. Separately, it is mentioned in
paragraph 63 of the report that consideration be given to setting up a registration
system for ownership of columbarium niches in the long run. | think the matter
merits careful consideration because if the ownership is fragmented, each niche in
each columbarium has its own title, which may eventually cause a lot of technical
problems with the renewal of leases and so forth in the future. However, this is
not a matter for the Bills Committee to handle, but I believe the trade is concerned
about this. | hope that if further amendments are to be made, the Administration
should carefully balance the concerns of different trades and sectors in the
community.

On the whole, I very much hope that the Government will continue to pay
attention to and promote one-stop services, so that the processing of licence
applications can be further expedited. Secondly, | also hope that the Secretary
and the relevant departments will continue to pay attention to the provision of
niches in urban areas. | believe that the districts of Hung Hom and North Point
have been more hard-hit relatively given the presence of funeral parlours there. If
it is really necessary to dispose the interred ashes eventually, early action should
be taken to avoid causing shock in the community.
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Lastly, the areas within my constituency have often raised their demands for
proper long-term planning in the provision of funeral parlours in urban areas, so
that more suitable locations can be identified for their provision. Once the
location of funeral parlour is confirmed, I believe that relevant services or other
aspects will naturally be developed elsewhere. | do not know whether this will be
included in the Secretary’s planning, but there are strong expectations in the
district. Although the matter has been discussed for many years, no actual result
is forthcoming. | hope the Secretary can clearly grasp the expectation of local
residents. In particular, whether it is appropriate to have three funeral parlours in
the urban area of Hung Hom? Members of the public are of the view that as times
change, the Government should be able to identify more suitable locations for their
provision. | hope the Secretary will continue work in this regard and always keep
the matter in mind. I will communicate with the Secretary again at an appropriate
time, in the hope of identifying a satisfactory solution for the public.

With these remarks, I support the Bill.

MR BENSON LUK (in Cantonese): President, | speak in support of the Private
Columbaria (Amendment) Bill 2024 (“the Bill””). 1 am also a member of the Bills
Committee and have participated in the scrutiny of the Bill.

Over the past 20 years, the number of private columbaria in Hong Kong has
been increasing, but there are still some operators who do not comply with the
regulations on planning, land lease, building safety, etc., resulting in social
conflicts and disputes. For this reason, the Government has enacted the Private
Columbaria Ordinance (“the Ordinance”) to establish a licensing system to ensure
that private columbaria comply with the various laws and regulations, while
strengthening protection of consumer rights and interests, and promoting the
adoption of a sustainable mode of operation by the trade. The Ordinance came
into effect on 30 June 2017.

Notwithstanding this, many members of the public have already purchased
niches from private columbaria or even interred the ashes of their deceased
ancestors therein before the Government’s regulatory regime was put in place.
Therefore, apart from regulating new operators, the amended Ordinance presently
introduced also seeks to adopt a pragmatic and compassionate approach in handling
pre-cut-off private columbaria, so as to avert the need for large-scale relocation of
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ashes already interred (commonly known as ash disposal), avoid losses incurred by
families who have already purchased the niches, or even avoid causing distress in
society.

(THE PRESIDENT’S DEPUTY, DR STARRY LEE, took the Chair)

The Bill seeks to introduce an amendment which allows eligible private
columbaria to apply for exemption and be brought under regulation.

However, in the course of scrutinizing the Bill, quite a number of members
and | have expressed concern about the fairness of the exemption. Some
operators have told us that individual operators had tried to obtain rezoning
permission from the Town Planning Board (“TPB”) for columbarium use at an
earlier stage in order to comply with the requirements as soon as possible so that
they could continue to operate.  However, due to various factors, their
applications were unsuccessful or even refused by TPB. Meanwhile, they noticed
that some operators in the trade had never applied to TPB despite their
non-compliance in land use. It now turns out that one of the conditions for
application for exemption under the Bill is that no planning application in respect
of the columbarium has been refused by TPB. For this reason, in the course of
our scrutiny, some members of the trade have reflected to us their worries about
the unfairness so caused, and their view that those columbaria which tried to apply
for rezoning permission at the early stage had been put under disadvantage as they
felt that they were disqualified from application for exemption on this occasion.
Of course, we understand that when considering these applications, TPB seeks to
avoid any incompatibility between the columbarium concerned and development
in the neighbourhood, and to avoid the columbarium concerned being in close
proximity with high-density development.

At the meeting of the Bills Committee, the Bureau has pointed out in
response that the exemption is an additional option. The purpose of providing
such an option is precisely that given the implementation of the legislation for some
time, some operators still encounter difficulties in their applications for licence.
As many Honourable colleagues have already elaborated on these situations, | will
not dwell on them. Considering the interests of the community at large and to
avert the need for large-scale ash disposal, the Administration has proposed the
relevant legislative amendments. Some operators have told us that subsequent to
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the Bills Committee’s meeting, the Bureau undertook to liaise and coordinate with
some columbarium operators on a case-by-case basis through case managers. |
am also aware that according to some operators, the Administration has already
held interdepartmental meetings with them in the hope of allaying their concerns
and providing them with appropriate assistance. We will continue to keep a close
watch on the development of the matter. | think it is the common goal of
Honourable Members and the Bureau to avert the need for large-scale ash disposal.

However, on the subject of ash disposal, I am more worried about the 33
columbaria whose applications have been refused and the 18 columbaria whose
applications have been withdrew voluntarily. According to the figures provided
by the Bureau to the Panel earlier, as many as 8 800 sets of ashes are involved.
By a rough count, thousands of families would be affected by the disposal of ashes.
As we can see, the Private Columbaria Affairs Office (“PCAO”) has already
provided the columbaria operators concerned with guidelines on the “prescribed
ash disposal procedures”. PCAO has also given detailed explanation of the
requirements, implementation details and ash disposal procedures to the ash
handlers, including the procedures for the disposal of unclaimed ashes. However,
| hope that the Bureau will closely monitor the implementation of the ash disposal
arrangements because after all, relocating or moving the ashes of the deceased may
create certain psychological pressure on some of the family members. | hope that
the Administration will continue to keep in view the situation and provide
appropriate assistance to the families concerned.

With these remarks, Deputy President, | support the Bill.

DR SO CHEUNG-WING (in Cantonese): Deputy President, more than 10 years
ago, there was an acute shortage of public niches in Hong Kong. The situation
was so deplorable that members of the public had to scramble for columbarium
niches. As a result, the market became chaotic as many private columbaria
engaged in unorthodox operation. For this reason, the Government introduced a
law in 2017 to impose comprehensive regulation. Today, the supply of public
niches has returned to normal, but the problems concerning private columbaria
have yet to be resolved. After seven years of implementation, it is clear that the
Government’s administrative efficiency has yet to be upgraded as only 13 licences
and 5 exemptions have been granted, and there is still a backlog of 77 applications,
involving a total of 530 000 niches with an undecided future. To avert the need
for large-scale disposal of ashes, the amendments proposed today seek to suitably
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relax the eligibility criteria for the application for exemption, such that eligible
applicants may continue to operate at their current scale. | speak in support of the
Private Columbaria (Amendment) Bill 2024 (“the Bill”).

The Bill proposes to relax the eligibility criteria for application for
exemption to allow certain pre-cut-off columbaria, i.e. private columbaria in
operation before 2014, to apply for exemption to continue operation at their current
scale and to avert the need for ash disposal, on the conditions that the niches are
not located in densely-populated residential areas, etc. The Bill also strengthens
the effectiveness of enforcement by introducing penalties for illegal over-sale and
illegal storage of cremains, and increasing the penalty for non-compliance with
enforcement notices. The Bill also strengthens the effectiveness of enforcement
by introducing new penalties for illegal acts of overselling niches and over-placing
ashes, as well as increasing the penalty for non-compliance with enforcement
notice.

While the Bill demonstrates the Government’s goodwill in avoiding social
unrest caused by ash disposal, it also highlights the insanely, unreasonably slow
pace of the Government’s vetting and approval process in the past, which stems
from the long-standing problem of different policies coming from different
departments. The application process, which involves approval from various
departments such as the Lands Department, the Fire Services Department, and the
Food and Environmental Hygiene Department, is cumbersome, and there is lack of
coordination and communication among the government departments concerned.
Hence, there is a view that this legislative amendment exercise is actually aimed at
buying time for the protracted vetting and approval process. In response, the
Government has explained that many cases involve serious non-compliance, and it
takes time for the applicants to rectify the problems of building safety, land use
planning, etc. The Government has undertaken to optimize the vetting and
approval process, including reviewing the progress of all cases, stepping up
interdepartmental collaboration, and setting a time limit for replies given by the
departments to the applicants. These are all pragmatic and positive actions taken
by the Government. The Government has also indicated that after the passage of
the Bill, the exemption period will be up to six years, and it is confident that all
cases will be handled by then.

| believe the Government is sincere in solving the problem, and | understand
that it takes time to do so.  After all, interdepartmental cooperation in vetting and
approving applications has always been a long-standing problem, and the
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environment and facilities of many private columbaria are indeed unsatisfactory,
non-compliant and in need of substantial improvement. Given the current
backlog of cases and progress of vetting and approval, it is reasonable to give the
Administration sufficient time to process the applications. In view of this, I
suggest that the Government should adopt a two-pronged approach in tackling the
problem. Firstly, although the Government will optimize the vetting and approval
process, the problem of fragmentation of work among different departments has
yet to be resolved. As this is a special problem, the Government can deal with it
with special measures. It is suggested that a high-level dedicated committee be
set up to remove barriers and restrictions on the vetting and approval work, and to
streamline and standardize the process, so as to facilitate the early approval of
eligible applications. Secondly, as it is inevitable that some applications will fail
to meet the eligibility criteria, and the columbarium concerned have to close down
eventually, the Government should adopt a bottom-line mentality and make early
preparations for the potential need of a large-scale disposal of ashes, including
assisting families in applying for public niches, handling unclaimed ashes, and
providing other follow-up support. As a matter of fact, private columbaria with
application under process can no longer sell or let out niches, and they may close
down any time without any income source. Hence, the Government must prepare
a contingency plan as early as possible.

In addition, there are queries that the Government’s relaxation of the
eligibility criteria for application for exemption is tantamount to “moving the
goalposts” for unqualified columbaria, which is unfair to those columbaria which
have invested a lot of resources in applying for a licence but have already ceased
operation before the relaxation of the eligibility criteria. In my view, in order to
avert the need for large-scale disposal of ashes, which would disturb the deceased,
a slight adjustment to the policy is reasonable. Moreover, the Government has
stressed that there is no question of any unfairness because even if the eligibility
criteria are relaxed, those columbaria which have already ceased operation would
still not be eligible. As for those licensed columbaria, their income source has
already been reinstated, and there is also no question of any unfairness.

Deputy President, the passage of the Bill today does not mean an end to the
backlog of problems. On the contrary, a lot of follow-up work is required, and |
hope that the Administration will provide regular updates to the Legislative Council
on the latest development, including the number of cases under different stages of
vetting and approval, the KPIs of interdepartmental collaboration, as well as the
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implementation progress of various venue improvement programmes, so as to
ensure that the policy objectives can be achieved on schedule through a transparent
monitoring mechanism.

| so submit. Thank you, Deputy President.

MR TANG FEI (in Cantonese): Deputy President, | speak in support of the Private
Columbaria (Amendment) Bill 2024 (“the Bill”).

The Bill can be said to be a long-standing case, involving legislative
technicalities that are not too complicated but rather troublesome. On the one
hand, we need to impose adequate regulation on private columbaria, be it according
to fire safety requirements or environmental hygiene requirements. On the other
hand, given the limited supply of land and shortage of public niches in Hong Kong,
the emergence of private columbaria is inevitable. However, the emergence of
private columbaria will naturally bring about many unsatisfactory conditions or
suspected irregularities. Therefore, this old case has dragged on for many years,
and as just mentioned by some Members of the Legislative Council Members, the
case has dragged on for at least two terms of the Legislative Council.

| would like to point out that the Bill not only involves legislative
technicalities, but also cultural implications. Nowadays, we often emphasize the
need to enhance the promotion of traditional Chinese culture in Hong Kong. As
such, we must not underestimate the social and cultural values behind this amended
Ordinance, its subsequent implementation and the continuous review of its
enforcement.  All these matters call for our proper attention. As mentioned by a
number of Honourable colleagues just now, traditional Chinese culture stresses the
concepts of “paying careful attention to the funeral rites of parents and showing
reverence for ancestors”, as well as “serving our ancestors now dead as if they were
living”, and the Chinese people attach particular importance to funerals and burials.
As mentioned by the Deputy President just now, in Hong Kong, the cultural
concept of “paying careful attention to the funeral rites of parents and showing
reverence for ancestors” is reflected not only during the Ching Ming Festival and
Chung Yeung Festival periods, but also in the ancestral tablets in the homes of
ordinary people. This concept can be said to be omnipresent and not abstract at
all. However, with the accelerated pace of urbanization, the traditional mode of
ash interment has inevitably come under challenge. When space is scarce and
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there is no alternative, private columbaria and even unscrupulous columbaria—I
dislike using this term—emerge and pose many safety hazards. Niches in
unauthorized extension of columbaria not only undermine town planning, but also
contravene the law. Transactions not subject to proper regulation may also
jeopardize consumer rights and interests.

Therefore, the Private Columbaria (Amendment) Bill 2024 seeks to strike a
balance. On the one hand, notwithstanding the limited space in Hong Kong, we
need to provide columbarium facilities in order to promote traditional Chinese
culture or preserve the fine tradition of “paying careful attention to the funeral rites
of parents and showing reverence for ancestors”.  On the other hand, we also need
to step up regulation. In enhancing regulation, columbaria which have not yet
complied with the licensing requirements should be given exemption for a certain
period of time until they can comply with the licensing requirements. If they
eventually fail to do so, disposal of interred ashes would have to be carried out.
The Bill therefore adopts a licensing regime with tiered management, e.g. holders
of exemption are explicitly prohibited from selling or letting out niches, as further
expansion of the operation of the relevant columbaria would only bring about
greater uncertainty if they have yet to comply with the licence requirements.

On the other hand, the Bill also includes eligible masons’ workshops under
the scope of exemption by providing them with a certain grace period, which is
also an act showing concern for the relevant trade. On the one hand, we must
combat acts of non-compliance; on the other hand, the provision of exemption can
also help mitigate the damage that may be caused to the public or consumers in the
process, i.e. the so-called ash disposal. Imagine how terrible it would be should
a large-scale disposal of ash be undertaken. It is indeed a very serious matter.
Hence, this legislative amendment exercise has sought to strike a balance between
the two aspects and avoid subjecting the consumers and their families to the distress
caused by large-scale ash disposal. Under the circumstances, it is reasonable for
the relevant system to adopt such a design.

At the same time, the government departments should do a good job in
publicity. In particular, I note that the word “exemption” can mean something big
or something small. Without adequate and clear publicity, some members of the
public may have the wrong impression that columbaria granted with exemption are
operating legally and have complied with the licensing requirements. Caution is
required as members of the public may indeed have such a misunderstanding that
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holders of exemption have been granted exemption from compliance with licensing
requirements and are operating legally. Therefore, the Government should
conduct adequate and clear publicity.

With an area of only 1 106 sq km and a population of over 7 000 per sq km
in Hong Kong, the supply of columbarium facilities is definitely far from adequate.
According to the data provided by the Government, as at 2024, there were still 87
private columbaria that had yet to meet the requirements for application for licence,
involving more than 10 000 sets of ashes. Apart from solving this problem, the
Government must also strive to promote green burials and environmentally friendly
burials. Otherwise, the scope for traditional means of burial—be it coffin burials
or placement of cremated ashes in niches—will only get smaller and smaller, which
is inevitable in Hong Kong and will probably continue to be so. Under such
circumstances, a centralized and environmentally friendly mode of ash disposal
will become an unavoidable option in the future. To this end, the SAR
Government should launch relevant public education as early as possible.

Finally, the Bill seeks to strike a balance among three areas. On the one
hand, it seeks to balance the relationship between public and private columbaria.
Although we can increase the provision of public columbaria, it is easier said than
done given the limited space in Hong Kong. Moreover, some people who dislike
the set format of public columbaria may prefer private columbaria.

Secondly, the Bill seeks to balance the conflicts between ash disposal and
the need to comply with licensing requirements upon expiry of exemption.
Thirdly, the Bill seeks to balance the needs of different trades such as the masonry
trade. The Government has done its best to minimize potential costs for all
parties, which is worth commending. We should not just focus on the protracted
work flow involving various government departments. During the legislative
process, the Administration has strived to balance the interests of all parties
concerned and minimize their losses and costs, which is also worthy of
commendation.

In addition, the Government must do a good job in publicity. Apart from
the point about exemption as | just mentioned, it must also do a good job of
reviewing the legislation and maintaining communication with different trades and
sectors after the passage of the Bill.  As for public education, there is another very
Important point, i.e. the development of a green burial culture. Deputy President,
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promoting traditional culture is not only about inheriting existing traditions, and
we can also create new traditions.

Deputy President, | so submit.

MS CHAN HOI-YAN (in Cantonese): Thank you, Deputy President. More than
50 000 people die in Hong Kong every year. Human beings must go through the
natural cycle from birth to old age, sickness and death. In the face of the death of
a family member, how to properly handle the burial of the deceased is an important
decision for all of us. Hong Kong has successfully changed its customs, and many
people themselves or their descendants have chosen to have the cremated ashes
interred in niches.

In fact, for quite some time in the past, the supply of public niches fell short
of demand, and many people chose to have the ashes of their deceased family
members interred in niches in private columbaria. But given the lack of
regulation on private columbaria in Hong Kong in the past, a large number of
niches emerged in the market, and some columbaria even operated against the
requirements of land leases, town planning, building safety, etc. The Private
Columbaria Ordinance (“the Ordinance”), which was subsequently enacted in
2017, seeks to ensure private columbaria’s compliance with the statutory and
government requirements through the establishment of a licensing regime. The
Ordinance not only protects consumer rights, but also fosters the adoption of a
sustainable mode of operation by the trade.

During the eight years since the commencement of the Ordinance, we are
aware that the trade has been working hard to tie in with the licensing scheme, and
the Private Columbaria Licensing Board has also been working very hard to
process the relevant applications. However, the progress of licensing has been
slow due to various complicated issues or circumstances, which has caused worries
to the trade and the public. Many members of the public have already purchased
niches in private columbaria or even have ashes interred therein before the
Government established the formal licensing regime. If some private columbaria
eventually fail to comply with the licensing requirements, the undesirable situation
of ash disposal, which is the last thing we want to see, will happen, affecting tens
of thousands of families.
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Therefore, the Government has amended the legislation again this time to
allow pre-cut-off columbaria meeting certain conditions, that is, private columbaria
which were in operation, and in which ashes were interred in niches, before 8:00 am
on 18 June 2014, to apply for exemption to continue to operate. In my opinion,
this is a pragmatic approach which has balanced various considerations. While
averting the need for large-scale ash disposal, this handling method can allow the
columbaria concerned to continue operation at a fixed and confined scale. At the
same time, the Bill seeks to increase the penalties for non-compliance, create new
offences and amend the existing offences to enhance the deterrent effect of law
enforcement, which is believed to be effective in curbing the irregularities in the
trade.

However, in the course of soliciting views on this legislative amendment
exercise, we have received many submissions from the trade or operating
organizations. During the scrutiny of the Bill, the Bills Committee has also met
with some bodies comprising columbaria operators to understand their current
situation and the challenges they are facing. 1 would like to point out that some
operating organizations which have yet to comply with the relevant requirements
have been working very hard over the past few years to tie in with the
Government’s regime as far as possible, in the hope of satisfying various criteria
in relation to town planning, fire safety legislation, traffic impact assessment, etc.,
so as to meet the requirements for obtaining a licence. However, the progress of
their applications may have been stalled due to various reasons. For example,
some traditional temples and religious sites may have their applications rejected
because the relevant land site is not suitable for columbarium use.

One of the cases involves an operating organization in Fo Tan. The
columbarium concerned has more than 5 100 niches, with over 6 000 sets of ashes
interred. During the application period, the organization has made great efforts
and even decided not to sell any new niches. A number of government
departments, including the Planning Department and the Transport Department,
gave the green light and allowed the organization to continue operation and retain
the niches with ashes already interred therein. However, the organization was not
granted with a licence eventually because its application was rejected by the Town
Planning Board (“TPB”) for the reason that it shared the use of a 100-km road
section with six households, and granting a licence thereto would affect access of
nearby residents. As the present amendment relating to the application for
exemption does not cover operators of columbaria with applications rejected by
TPB, the columbarium concerned may still need to arrange ash disposal even with
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the passage of the Bill. In fact, the Government’s original intent of amending the
legislation is to prevent the relocation of ashes interred in a large number of private
columbaria. | hope that the Administration will revisit the relevant cases and
provide them with assistance and support as far as possible, so as to avoid
disturbing the resting place of the deceased.

The other operating organization we met with was a religious body. With
the original aim of serving believers of the religion, this non-profit-making
organization also provides ash interment services for the believers in the hope of
achieving peace of mind for both the deceased and the living, as well as long-term
harmony and stability. However, with the implementation of the licensing
regime, services provided by these religious bodies have been arbitrarily classified
as commercial operations. This has effectively changed the nature of their
services. Even if the Bill is passed today, | hope that the Administration can
continue to pay attention to and follow up on the problems faced by the relevant
sectors or trades.  All parties concerned should make greater effort to discuss the
matter together.

In addition, | would like to raise the issue of consumer protection in
particular. | hope the Government will pay attention to it and do more in this
regard. | have handled some previous cases in the district. Once, an elderly
person came to us with a worn-out receipt for the niche he bought for himself years
ago. However, he had registered the niche under his childhood nickname at the
time, which was different from the name on his identity card. Therefore, | would
like to make a suggestion to the Administration.  Although the matter is not within
the scope of the present Bill, | hope that in handling columbarium licences in the
future, the Administration can draw up some parameters for contracts on the sale
and purchase of niches. For example, the contents of the contract should comply
with certain requirements, and the arrangement for ash disposal in the event of
closure of the columbarium must be clearly specified. How will refunds be made?
What are the procedures in case of a transfer of the niche or a change of the
dedicated nominee of the niche? | hope that these matters can be regulated and
clearly stipulated in the contracts for the protection of consumers.

Finally, in the face of the dual challenges of an ageing population and
compact urban development, we must consider how to ensure the sustainable
development of burial services in Hong Kong. With demographic changes and
the increasing proportion of elderly people in society, the demand for burial
services will also increase. However, space in our city is limited, and the pressure
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on the environment and land resources caused by traditional burial practices is
becoming more and more evident. In 2018, the Government estimated that by
2047, there might be a shortfall of 1.1 million public niches in Hong Kong.
Compared with the traditional way of ash interment in niches, green burials, which
involve the use of fewer resources, are more environmentally friendly and simple
as cremated ashes are scattered in Gardens of Remembrance (“GORs”) or at sea.
Returning ashes to nature allows the cycle of life to continue in the most natural
way, blending into the earth and nourishing new life, as well as paying tribute and
respecting life.

Despite the many advantages of green burial, its development in Hong Kong
is relatively slow as most members of the public still have reservation about
adopting green burial.  Traditional concepts and religious beliefs are also
important factors affecting public acceptance of green burial. According to
statistics, the utilization rate of green burial has increased from 8.4% in 2014 to
over 18% in 2024, but it is still not good enough. | am aware of the great efforts
made by the Government, and | hope that it will continue to make use of social
education activities, publicity programmes and visits to dedicated green cemeteries,
such as GORs of the Food and Environmental Hygiene Department, to enable more
participants to grasp the meaning behind green burial, and deepen their
understanding about green burial, thereby encouraging the public to adopt a more
environmentally friendly and sustainable means of handling the cremated ashes of
the deceased, and make early pre-life planning to ensure a perfect ending to their
lives.

With these remarks, | support the Bill. Thank you, Deputy President.

MR TOMMY CHEUNG (in Cantonese): Deputy President, the Liberal Party
(“LP”) supports the passage of the Private Columbaria (Amendment) Bill 2024
(“the Bill”) proposed by the Administration.

The key objective of the Bill is to provide a way out for the dozens of
pre-cut-off columbaria in existence before 18 June 2014 (i.e. before the cut-off date
as specified by the Private Columbaria Ordinance (“the Ordinance”)), so as to avoid
the closure of these columbaria and avert the need for large-scale ash disposal if
they eventually fail to comply with the conditions set out in law, thereby protecting
the interests of families who have purchased niches in these columbaria and had
ashes already interred therein.
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According to information provided by the Administration, as at
30 November 2024, 59 pre-cut-off columbaria (involving about 490 000 niches of
which about 309 000 were sold niches) had submitted applications for licence. Of
these 59 columbaria, 11 has also applied for exemption. For the remaining 48
columbaria (involving about 287 000 niches), no application for exemption had
been submitted at the same time because they could not meet the conditions
stipulated in the Ordinance. In case these 48 pre-cut-off columbaria eventually
fail to fulfil all requirements for a licence, they will have to cease operation,
triggering ash disposal for some 280 000 niches as stipulated in the Ordinance.
Ash disposal of such a massive scale will undoubtedly create a lot of grievances in
the community, which is most unsatisfactory.

Under the Ordinance, a licensed columbarium may engage in all businesses
including selling or letting out niches, and the licensing conditions cover
requirements in relation to land, town planning and buildings.  Frankly,
compliance is not easy.

Under the second best option, for a columbarium granted with exemption,
though it cannot sell or newly let out niches, during the validity period of the
exemption, ashes interred in a niche before the cut-off time may continue to be kept
in that niche, or people who have purchased niches may have the ashes of the
deceased interred therein. Among the statutory conditions for the grant of
exemption, columbaria may have greater difficulty in meeting two requirements,
namely (1) the columbarium concerned should have commenced operation before
1 January 1990; and (2) interment right has ceased to be sold since the cut-off time.
As such, many applicants for licence did not submit applications for exemption at
the same time.

To address the above practical difficulties, the Bill proposes to defer the date
of commencement of operation to before the cut-off time; and to defer the date on
which interment right has ceased to be sold to the commencement date of the
Ordinance, so that more pre-cut-off columbaria can comply with the requirements
for application for example, thereby allowing them to continue to operate under a
confined scale and averting the potential need for ash disposal.

At the same time, the Bill proposes that the columbaria concerned should be
subject to additional conditions, i.e. their applications for licence are still under
processing; they are not located in any zone or district designated as “Residential
(Group A)” on a draft plan; and as at the commencement date of the Bill, these
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columbaria have no planning application refused by the Town Planning Board
(“TPB”). These conditions are meant to minimize the impact of these columbaria
on the communities in the vicinity.

In addition, to enhance regulation, the Bill introduces new offences to
prohibit private columbaria from overselling niches and over-placing ashes.

Deputy President, earlier on, the Administration has made available over
16 000 public niches in Wo Hop Shek, Cape Collinson, Shek Mun, etc. for
application by the public. However, for families who have paid for private niches
and have ashes of the deceased interred therein, their consideration must be to allow
the deceased to rest in peace according to their wishes and in their preferred
manner; we must respect the families’ decision in this regard. In my view,
although the proposals in the Bill are not perfect, they represent a pragmatic way
to balance the interests of all parties under the limitations of actual circumstances.
On behalf of LP, I express our support for the Bill. However, | would like to call
on the relevant authorities to expedite the vetting and approval of applications for
licence from private columbaria, so as to respond to the aspirations of the
community.

Deputy President, | so submit.

MR LAM SAN-KEUNG (in Cantonese): Deputy President, Hong Kong is known
for its high land prices, so much so that not only abodes of the living, but also
abodes of the deceased have become hardly affordable for members of the public.
At present, the number of deaths in Hong Kong is about 50 000 per annum.  With
the ageing of our society, the number of deaths is expected to increase in the future,
and the demand for columbarium niches will continue to increase. Given the
limited supply of and growing demand for niches, many private columbaria have
emerged in Hong Kong.

In 2017, the Private Columbaria Ordinance (“the Ordinance”) was enacted
to regulate private columbaria, stipulating that the relevant structures must meet
certain standards, in order to protect public safety and the interests of the
descendants of the deceased. However, since the enactment of the legislation,
some unlicensed private columbaria are still in operation under subpar safety
conditions and operational management, which are also reasons for their failing to
obtain a licence yet. Let us forget the unlicensed columbaria for the time being.
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| have visited several licensed private columbaria, but the space inside is so small
that the passageway would be obstructed if tables are set up for the rituals. In the
event of a fire, it may easily result in casualties. Moreover, there is overselling of
niches but the licence of each licensed columbarium has already stipulated the
number of niches therein.

The objectives of this legislative amendment exercise are to provide an
option for columbaria which meet specified conditions that are in operation before
the cut-off date of 18 June 2014 to apply for exemption, so that they could continue
to operate at their current confined scale; and to improve the enforcement
provisions by increasing the penalties to enhance the deterrent effect, in particular
increasing the penalties for non-compliance with enforcement notice, overselling
niches and over-placing ashes from the previous maximum fine of $10,000 to a
maximum fine of $5,000,000. At the meetings of the Bills Committee, this issue
was quite controversial because it was rare for the Government to effect a sharp
increase in the level of fine from $10,000 to $5,000,000. Some members thus
have reservation about the proposal.

However, | think the level of increase is reasonable. Why? Nowadays,
the selling price of a private niche can be as high as $200,000 to $300,000, or even
$1,000,000 for the more expensive ones. Therefore, | strongly support the
Government’s present proposal to increase the penalty to a fine of $5,000,000, so
as to achieve stronger deterrent effect. As $5,000,000 is the maximum level of
fine, it does not mean that the judge will necessarily impose this level of fine on all
offenders. If an offender can provide justification in his plea, the penalty can be
reduced. Thisonly serves to provide the court with a certain amount of flexibility
to impose effective penalties on offenders depending on the seriousness of their
cases.

At the meetings of the Bills Committee, | was very glad to hear that the
Government had been committed to building new public columbaria in recent
years. My understanding is that for some columbaria, there is no need for the
applicants to wait for allocation of niches, and the fees can be as low as $2,400 for
20 years, which works out to $100 per annum. Such a level of fee is really very
affordable, and it is only about 1% of the market price.

| understand that to a certain extent, the provision of public columbaria is a
kind of welfare subsidy. However, it goes against the Government’s policy of
promoting green burial. Moreover, given the Government’s tight fiscal position
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now, it should consider ways to achieve cost recovery. Take the Tsang Tsui
Columbarium in Tuen Mun as an example, according to a paper submitted to the
Legislative Council in 2015, the construction cost of 160 000 niches was
$2.88 billion. Calculating on the basis that the fee for a niche is $2,400 for a
20-year interment period, the Government can only recoup $380 million, and there
is a loss of $2.5 billion. In other words, the Government can only achieve full
cost recovery if all the niches are leased out for as long as 150 years. The above
loss has not taken into account the daily operating expenses, the expenses incurred
by the Police in maintaining order during the Ching Ming Festival and the Chung
Yeung Festival periods every year, and the potential income from land sales in the
vicinity of the columbarium. Therefore, | suggest that the Government should
consider suitably increasing the fess of public niches to help the Government
achieve cost recovery while promoting green burial.

Separately, this legislative amendment exercise only imposes a maximum
fine of $5,000,000 for overselling niches, but no effective system has been
proposed to prevent overselling of niches. At present, some private niches with
good fung shui in the market can cost over $1,000,000 or even $2,000,000, which
are even more expensive than car parking spaces. If a large number of these fung
shui niches are oversold, the offenders can still make a good profit after paying a
fine of $5,000,000, yet huge losses would be incurred to the consumers. If car
parking spaces costing hundreds of thousands of dollars are subject to a title
registration system, and payment of stamp duty, rates and government rent, why is
there no title registration system for private niches costing millions of dollars?

While we can make plausible projections on the demand for abode of the
living, the demand for abode of the deceased will be on an ever-increasing trend
theoretically. If the Government does not step up its efforts to regulate
columbaria, the situation will become more chaotic sooner or later. Therefore, |
suggest that the Government should enhance the regulation of columbarium niches
by setting up a registration system. With the registration system in place, apart
from protecting consumer rights, the Government can also consider introducing a
stamp duty on niches at a rate of 3% of the contract value for their sale or lease.
According to a relevant paper of the Legislative Council, as at 30 November 2024,
59 columbaria have applied for licences, involving about 180 000 unsold niches.
Calculated on the basis of an average price of $200,000 for a private niche, it is
estimated that the stamp duty on niches can generate a revenue of over $1 billion
for the Government within a short period of time. Assuming that there will be
10 000 cases of sale or transfer of niches each year, this will bring an annual
revenue of $60 million to the public coffers.
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| hope the Government can seriously consider my views. With these
remarks, | support this legislative amendment exercise.

DR CHAN HAN-PAN (in Cantonese): Deputy President, since the passage of the
Private Columbaria Ordinance (“the Ordinance™) in 2017, only a handful of private
columbarium operators have been able to obtain a licence. The Ordinance has
been implemented for eight years or so, yet only a few operators have been granted
with a licence. Clearly, some problems have arisen. Not matter we call it
bowing to reality or handling the problem in a pragmatic and rational manner, this
Bill seeks to avert the need for ash disposal, avoid causing losses to the public, and
avoid disturbing the final resting place of the deceased. | think it is a very
reasonable thing to do under the circumstances. Therefore, we support the
proposed amendments to the Ordinance.

However, | would like to take this opportunity to highlight some of the
situations | have personally witnessed in the course of implementation of the
Ordinance as a whole, which I think are worthy of the Government’s consideration.
Apart from the presently proposed exemption, is there any way to improve the
implementation process such that the vetting and approval procedures or even the
making of applications will become less painful for all? As many departments
are involved in the entire vetting and approval process, we can imagine how much
resources has been put into the processing of these licence applications over the
past 10 years, including the work done by various departments such as the Lands
Department, the Planning Department, the Buildings Department and the Transport
Department. The application procedures are indeed very cumbersome.

| have come across situations like this. While other departments were OK
with an application, the remaining one or two departments would visit the premises
again and again to inspect the orders or requests for improvement they issued
previously. Insome cases, as many as five visits had been made for a very minor
problem. On day one, they made a visit and found this problem; on day two, they
made another visit and found another problem. This went on and on; as problems
were raised in a “toothpaste squeezing” manner, the operator concerned would
need to make improvements one after another. Throughout the process, all
follow-ups require the involvement of professionals, and the Government also
sends a whole team of staff for the inspections. As a result, the operators have to
pay fees of the professionals, and the deployment of an entire team of government
staff incurs a waste of time for trivial matters. For example, the handrail of a
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staircase is a bit off the intended location. By how much? By 3 cm, so please
move it back. This installation is slightly protruding here, can you move it back
a bit? The position of the doorbell is wrong; it should be lower. Are these
problems really so serious that the columbaria concerned should be prevented from
having its licence? Can such problems be fixed afterwards in the course of
renovation?  Allin all, every department is caught within these so-called problems
for fear of becoming the first department to give the green light because if
something goes wrong eventually, it will be criticized for being negligent in the
first place. If everyone is finding fault with a microscope, the backlog of licence
applications will never be cleared. | believe that after 10 or a few years, the
Government will have to come back again for another extension.

Therefore, | suggest the Government to carefully consider whether there
should be a definitive authority to make such decisions in the entire implementation
process, such as whether a particular case is very serious; whether a waiver can be
granted, or whether a case of a minor nature should be given the green light. |
think nothing can be done in a perfect way as there are always some problems. In
some cases, a columbarium’s application has been rejected because it is located in
the far end of a village against the hillside. Village road connecting to the main
road must be in compliance with requirements under the Fire Services Ordinance,
and the columbarium must obtain permission for using the road.  On the one hand,
it takes time to process the land right of the villagers involved. On the other hand,
as the road is used by all villagers, approval must be obtained from each and every
villager. When | heard these problems raised by the Administration, | was
furious. How can any government department raise such questions and ask the
operator to do such things?

We also understand the need for government departments to be strict and
serious in their work. But when it is a marginal case, government departments
always take the most conservative stance and give a “no go” so that no mistake will
ever be made. Or perhaps the officer-in-charge will be transferred out in a few
months’ time, it is better to leave the matter to the next postholder. Therefore, |
very much hope that in the context of our scrutiny on the Bill today, regarding the
issue of columbarium niches, can the Government further examine the aforesaid
applications which have been under processing by various departments for eight
years whether the applications involve issues that are “not a big deal”” or of a minor
or trivial nature? In that case, such applications should be approved first. The
matter must not drag on indefinitely. How much taxpayers’ money will be wasted
if the matter drags on indefinitely? | hope that the responsible government
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departments and the responsible colleagues will give serious thought about this Or
perhaps the officers present today should convene a meeting involving all the
departments concerned to decide what should be allowed and what should not be
allowed, in the hope of providing a leeway as far as practicable. Nowadays,
instead of putting a decades-long problem under a microscope, the Government
should work out a solution to the problem in a pragmatic manner. This is the
attitude that government officials should have nowadays.

Deputy President, I so submit.

MR TONY TSE (in Cantonese): Thank you, Deputy President. Deputy
President, as many people have said, Hong Kong is a small place with a large
population, and the long-standing problem of land shortage has made it difficult to
meet not only the housing needs of the living, but also the burial needs of the
deceased. While it is always difficult to find sites for ground burials, even niches
for interment of cremated ashes have once been highly sought after in the market,
resulting in the spawning of subpar private columbaria which do not meet
requirements on fire safety or planning use. Some of them even charge exorbitant
prices, but fail to offer adequate protection to consumers who have purchased the
relevant niches.

The Government started to address the problem more than 10 years ago.
On the one hand, the Government has been constructing public columbaria at
suitable locations to provide the public with affordable niches, such that the burial
needs of the general public have largely been met in recent years. On the other
hand, the Government first proposed to enact the Private Columbaria Ordinance in
2014, with a view to establishing a licensing regime to regulate more effectively
the safety and usage of the premises, the possible impact on nearby residents and
traffic, as well as the number of niches, the interment of ashes, the sale of niches
and consumer protection.

Deputy President, | also took part in the scrutiny of the relevant Bill at that
time. The whole scrutiny process took almost two years to complete with over 30
meetings held. However, the Bill could not complete its Third Reading in time
before the end of the said term of the Legislative Council (“LegCo”). Apart from
the impact of filibustering in the legislature at that time, complications in regulatory
work was another reason.
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In Hong Kong, there is a wide variety of private columbaria of varying sizes,
and the condition of the buildings and the management quality of the operators also
vary considerably, with some premises having non-compliance problems in various
aspects. If too stringent enforcement action is taken across the board, it will
impact on a large number of interred ashes of the deceased, as well as their
surviving family members. The relevant Bill, with its contents going through
rounds of negotiation and revisions, was finally passed by the subsequent term of
LegCo in 2017.

The Private Columbaria (Amendment) Bill 2024 (“the Bill”), which resumes
Second Reading today, reflects once again the complexity of the issue. Seven
long years into the implementation of the principal legislation, only 13 private
columbaria in Hong Kong have been granted licences and only five have been
granted statutory exemptions, involving a total of about 200 000 niches. There
are still 77 private columbaria involving over 500 000 niches whose applications
for licence or exemption are still being processed. As some 48 of them cannot
meet certain application requirements, as many as 287 000 niches will be affected
if their applications are eventually rejected. If all of them need to cease operation,
triggering ash disposal, it will cause distress to a large number of consumers and
disturb the final resting place of their deceased ancestors.

One of the major proposals in the Bill is to relax some of the conditions for
applying statutory exemption, so that more private columbaria meeting basic safety
and land use requirements would not be prevented from applying for exemption
simply because of reasons relating to their date of commencement of operation or
the date on which interment right has ceased to be sold. It is estimated that after
such relaxation, at least 38 private columbaria involving a total of 273 000 niches
will thus become eligible for making application.  Although some members of the
trade consider that the relaxation of the application requirements may lead to
unfairness, | think it is a pragmatic approach from the perspective of bringing
benefits and convenience to the public.

Apart from relaxing the application requirements, the Bill also proposes a
number of amendments in relation to the operation and enforcement of the existing
regulatory regime, including increasing the maximum penalties for some offences,
expressly prohibiting overselling of niches or over-placing of ashes, improving the
operation of the Appeal Board, extending the period of temporary keeping of ashes
in eligible masons’ workshops, etc. These are all enhancements made after
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drawing reference from the experience gained from the implementation of the
principal legislation as well as the actual situations encountered. Therefore, | will
also support these amendments.

In the course of scrutinizing the Bill, many Honourable Members and | are
most concerned about matters relating to the Administration’s enforcement,
implementation, effectiveness and performance, rather than the relevant legal
provisions and penalties. Many members of the architectural, surveying, town
planning and landscape sectors have relayed me that as many policy bureaux and
government departments are involved in the construction and conversion of private
columbaria and town planning applications, the procedures are extremely
cumbersome and the vetting and approval progress is extremely slow. This time,
the Administration has repeatedly undertaken to expedite the processing of the
backlog of applications by streamlining the procedures and providing one-stop
services.

In addition, quite a number of Honourable Members have also reflected that
in recent years, the Government has encountered many different kinds of social
problems, yet seemingly it would only seek to address them by increasing the level
of penalties. However, do the relevant departments have sufficient manpower to
enforce the law? Have they taken law enforcement actions in a positive, proactive
and effective manner in the past? If many people or enterprises still violate the
law after the penalties have been increased, does it mean that there is something
wrong with the relevant legislation itself? Is it a case of the Administration
simply having no idea of the operation of the relevant trades or industries, as well
as the operational difficulties faced by the enterprises? | hope that public officers
will give more thoughts to this issue; they should not think that all the problems
can be solved simply by prosecutions and penalties.

Lastly, I would like to talk about publicity and education, which involve at
least three aspects. Firstly, the Government must enhance public understanding
of licensing regime on private columbaria, so that members of the public know
which columbarium is legal and compliant, which columbarium is allowed to sell
new niches, what kind of after-sale consumer protection is available, and what
complain channels are available in case they detect any irregularities or fraudulent
practices.
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Secondly, the Government must step up publicity on the supply and services
of public niches. In fact, many members of the public have no idea how and when
applications for public niches can be made, or they may think that the quality of
public niches is inferior and there are many restrictions on worshipping.

Thirdly, the Government must step promotion of green burial services. |
sense that in recent years, more people, including some elderlies, have started to
accept green burials. But at the same time, some people may think that by
choosing green burials and scattering the ashes of the deceased in Gardens of
Remembrance or at sea, the descendants will no longer be able to pay tribute to and
remember their ancestors, thus diminishing the virtue of filial piety and
undermining the family and clan relationships that are highly valued by the Chinese
people.

The Government should do a good job in publicity and education by joining
hands with the relevant religious bodies and service providers. At the same time,
it should explore ways to further enhance the existing green burial services to
encourage and facilitate the public to remember and pay respect to their ancestors.
Emphasis should be placed on dispelling the misconception that scattering of ashes
or the absence of a niche means that it is impossible to pay respect to the deceased.

With these remarks, Deputy President, | support the Second and Third
Readings of the Bill and all the amendments.

PROF CHOW MAN-KONG (in Cantonese): Deputy President, the Private
Columbaria Ordinance (Cap. 630) (“the Ordinance”) came into operation in 2017
to ensure private columbaria’s compliance with various statutory and government
requirements, enhance protection of consumers interests, and foster adoption of a
sustainable mode of operation by private columbaria. Under the Ordinance,
private columbaria may apply to the Government for three types of specified
instruments (including a licence, an exemption and a time-limited temporary
suspension of liability) in order to maintain operation.

(THE PRESIDENT resumed the Chair)
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As Hong Kong is facing an unprecedented ageing of the population, there is
a rigid demand for public and private niches. In recent years, the annual number
of deaths in Hong Kong has remained at around 50 000, of whom 90% were
cremated; in about half of these cases, the cremated ashes would be interred in
public niches. Under the requirements of the Ordinance, 77 private columbaria,
which are the target of the present legislative amendment exercise, are applying for
various specified instruments, and the vast majority of them are pre-cut-off
columbaria.

The purpose of this legislative amendment exercise is to improve the
regulatory regime for private columbaria. In gist, given that some private
columbaria may have to cease operation due to their unsuccessful applications for
licence, thereby giving rise to the possibility of a large-scale disposal of ashes, the
Administration has decided to allow, by way of legislative amendments, private
columbaria meeting certain eligibility criteria and conditions to apply for
exemption, so that they can continue to operate at their current scale. Meanwhile,
the opportunity is also taken to increase the penalties on overselling of niches or
even over-placing of ashes.

In my opinion, the proposed amendments are legal, reasonable and
justifiable and thus, worthy of support.

In terms of the legal regulations, the Administration has not relaxed any basic
requirements in respect of building, fire, and electrical and mechanical safety for
licensing applications. On the contrary, the penalties for non-compliance have
been increased. On reasonableness, the Administration has stipulated that the
relevant private columbaria should not be located in densely populated residential
areas in order to minimize social controversy. The amendments are also
justifiable because if there is a need for large-scale ash disposal, the families
concerned will not only suffer distress and loss, but they will also question the
Government’s handling of the matter, which is not conducive to social harmony.
The proposed amendments can prevent this from happening.

Given the above, the Administration has made a wise decision to minimize
the legal, social and economic costs incurred by possible closure of some private
columbaria by amending the legislation, such that the supply of public and private
niches will not be significantly affected in the short term, while the regulation of
the trade will also be strengthened.
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As the Bills Committee has already discussed the details of the provisions in
depth, I will not repeat them here. Instead, | will devote the final part of my
speech to urging the Administration to make long-term planning for the supply and
demand of public and private niches, taking into account Hong Kong’s current
population trend, as well as the effect of this legislative amendment exercise.

According to the latest projection of the Census and Statistics Department,
the annual number of deaths in Hong Kong will rise from 60 000 in 2031 to over
80 000 in 2046. | believe that the demand for burial facilities, especially niches,
will only be ever-increasing. Although private niches are costlier than public
niches, they offer greater security and certainty for families who can afford them,
and they can be used for long-term interment of ashes, thus showing more respect
to the deceased. As public niches (e.g. the Tsang Tsui Columbarium completed
in 2020 which provides 163 000 niches) involve extension of interment period
every 10 years after the initial interment period of 20 years, | really doubt the
rationale behind such a decision made by the officials of the relevant policy bureau
back then. What if the descendants forget to extend the use of the niches at
10-year intervals? Is it the right thing to do if the ashes interred are disposed upon
non-extension of the interment period? This kind of practice, which is against the
traditional Chinese customs, should be rectified as soon as possible to avoid any
impact on society as well as our work to promote the return of people’s heart.

The Administration should change the current situation where only private
niches are for permanent use and public niches involve extension of interment
period every 10 years. Therefore, apart from making planning for public niches,
the Administration should ensure a steady supply of private niches under the same
spirit of the current legislative amendment exercise. For example, in the history
of Hong Kong, many columbaria or even some funeral parlours were located in
coastal areas with low population density. The Administration should suitably
increase the provision of permanent private columbaria to meet the rigid demand
of the community.

All'inall, I support the Second and Third Readings of the Private Columbaria
(Amendment) Bill 2024.

President, | so submit.
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MR PAUL TSE (in Cantonese): President, | support the Government’s proposal
in principle because the Bill is meant to address an issue that the Government has
been trying to resolve, but to no avail, for over 10 years, and there are still many
loose ends left untied. Nonetheless, in the process and given the actual situation,
| cannot help but feel that we are in a parallel universe. The Government’s
explanation is similar to the views expressed by many Honourable colleagues
yesterday, saying that as the situation is chaotic, there are many abuse cases, and
the interest of many consumers have been undermined, there is a need to
substantially increase the penalties from a fine of $10,000 to $5,000,000, which is
an exponential increase.

Some Honourable colleagues, particularly Dr CHAN Han-pan who spoke
not long ago, have mentioned that in the licensing process, there are a lot of
fault-finding practices towards the applicants. Such an impractical approach has
incurred a tremendous waste of time for many applicants. Many years have
passed since 2017, yet the Government has yet to properly process all the
applications.  Actually, the number of outstanding applications is not large, only
a few dozen. But even so, the Government has no other option but to extend the
exemption period for some applicants, thus prolonging the process. Of course,
we fully understand the reason because otherwise, a batch of interred ashes may
need to be disposed.

| understand and appreciate the difficulty, and inevitably, I may have to
support this general direction. However, | would like to raise in particular several
observations of mine. First, on the substantial increase in penalties for the
purpose of regulation. This morning, we heard about some cases handled by the
Food and Environmental Hygiene Department—the Secretary was also present at
that time. While the significant increase in the fixed penalty level for shopfront
extension to $6,000 has seemingly achieved significant results, for more
complicated cases that go to the court, the penalty of fine meted out may be lower.
By the same token, in respect of columbarium niches, my understanding is that
there is no contravention of selling niches without a licence. This is very
important. If there is such a case, a heavy penalty should be imposed. If |
remember correctly, there should only be 10 cases in the past, which were due to
notices of non-compliance with licensing conditions issued by the relevant
authorities and thus, the need for rectification. If the licensees did not act in
accordance with the notices, they committed an offence. In the past, the fine was
$10,000; there were indeed such cases in the past, but only a few, about 10 cases
as far as | can remember, if | remember correctly. However, the proposed
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increase in maximum penalties from a fine of $10,000 to a fine of $5,000,000 and
imprisonment for two years seemingly has no general ... Usually, legislative
amendments will only be introduced to substantially increase the penalty because
there is a very prevalent situation; and without such an increase, it will be difficult
for society to cope with it and for law enforcement agencies to take action, which
may eventually undermine the deterrent effect. Hence, what we have before us is
a very exceptional case. What is the underlying reason? Instead of giving us a
reason, the Administration simply says that the operators have make a lot of money.

Let me take another look about the issue of parallel universe. While it is
true that for a long period of time in the past, some columbaria run by certain
organizations were very popular and their businesses were profitable, those
organizations have already booked their profits, and some owners have even left
the market. However, it seems that existing owners of columbaria are now in dire
straits. Of course, some operators are charitable organizations, and it makes no
difference to them because they are doing so as charities. But for some private
organizations, even those of a sizable scale and with good facilities, they must put
in a lot of efforts to get business. | do not understand why the Government has
the idea that they are making a lot of money and thus, the need for increasing the
penalties substantially. Some Honourable colleagues are very much in favour of
the substantial increase in penalties, but I find it a bit strange. Are we in a parallel
universe? This is the first point | want to make.

Onto my second point, as | understand it, the figure is 77 300, right? | did
not jot down all the figures, so some of them may not be entirely correct, but | have
written them down before. These are the so-called “spare niches” that the
Government can make use of when necessary, that is, if there is a need, say, to keep
unclaimed ashes after taking over a columbaria with problems. The usage rate so
far is only about 4%; in other words, 96% of these niches are still unused and can
be made available to cope with emergencies. If my understanding is correct, there
IS no need for the Government or the public to worry about interred ashes becoming
“homeless” in case something goes wrong. This is the second point | would like
to make.

Thirdly, as mentioned by a number of Honourable colleagues just now, the
Government has recently made available 16 000 public niches.  Although they are
niches for lease, the interment period is quite long and they are very affordable,
even cheaper than public housing in terms of the cost difference between public
and private housing. Members of the public with little means can apply for these
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niches through a simple procedure. Those niches in licensed columbaria are not
only readily available, but also affordable. Hence, there is no need to worry about
interred ashes becoming “homeless” because the niches are provided with public
funds. Under such circumstances, is there any reason to effect such a drastic
increase in the level of penalties? That is another question which | have no
answer.

Due to time constraint, | will only briefly mention a few more points. One
of the Government’s justifications is that more than 90% of the respondents in its
public consultation were in favour of the proposal. As a rule, | am very sceptical
about a support rate of over 90% in any public consultation. If the public
consultation is about some very real problem or if the subject matter has to be
considered in detail, there is no way to get such a high support rate. When | go
through the questions, the devil is usually in the details. For example, there are
the so-called “leading questions”, say, “Is the Pope Catholic?”, to which everyone
will answer in the affirmative.  Alternatively, some templates with model answers
would be used such that the respondents can only choose from those standard
options. A high support rate can be achieved so long as there are enough
respondents to make their so-called choices. As the Government intended to
justify its proposal of a drastic increase by the outcome of public consultation,
members of the public were asked if they agreed to increase the penalty for
non-compliance with enforcement notice to a fine of $5,000,000 and imprisonment
for two years, and 90% of them agreed; another question was asked if they agreed
to increase the penalty for overselling niches to a fine of $5,000,000 and
imprisonment for two years, 92% of them agreed; then a third question was asked
about increasing the penalty for over-placing ashes to a fine of $2,000,000 and
imprisonment for two years, 88% of them agreed. With regard to these answers,
sometimes | wonder how many people really understand the actual situation, or
how many people would take the answers as golden rules without any analysis?
This is also a point that | want to raise.

Moreover, | would like to make another point. On the one hand, the
Government promotes green burial, which | certainly support, but at the same time,
it has seemingly increased the supply of public niches substantially. Is it the
Government’s policy to deal with the issue as humanely and pragmatically as
possible, as stated in the original Legislative Council Brief issued to Members?
Probably, because disposal of ash already interred is of course neither humane nor
pragmatic from the perspective of consumers or users. But from the perspective
of the operators, a number of Honourable colleagues—those who have actually
conducted on-site visits or have a better understanding of the trade—have also
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shared their view just now that seemingly, the current direction is overly targeting
bona fide owners who are conducting their columbarium business in an honest
manner. Moreover, it seems that the Government is—without obvious
reasons—overly worried about contraventions of the law by the owners, so much
so that it has threatened them with imprisonment for two years. | am repeating
myself, President. | would like to point out that notwithstanding our support as a
matter of principle, if the Government uses heavy penalties to help those applicants
who have not actively pursued their applications but need the Government’s help
when they encounter problems, it only serves to highlight the problems inherent in
the Government’s licensing regime in terms of the method and process of handling
applications, which has necessitated remedy through the current legislative
amendment exercise. | have reservation about the excessive use of heavy
penalties to cover up the implementation problems of the entire government
mechanism.

Thank you, President.

PRESIDENT (in Cantonese): Does any other Member wish to speak?

(No Member indicated a wish to speak)

PRESIDENT (in Cantonese): If not, I now call upon the Secretary for
Environment and Ecology to reply. Then, the debate will come to a close.

SECRETARY FOR ENVIRONMENT AND ECOLOGY (in Cantonese):
President, 1 would like to express my heartfelt thanks to Ms YUNG Hoi-yan,
Chairman of the Bills Committee on Private Columbaria (Amendment) Bill 2024
(“the Bill”), members of the Bills Committee, and staff of the Secretariat for their
hard work so that the scrutiny of the Bill was completed smoothly. | would also
like to thank Honourable Members who have spoken for their support of the Bill
and their valuable views.

Background of the Ordinance
The Private Columbaria Ordinance (Cap.630) (“the Ordinance”) was

enacted in 2017. Through the Ordinance, the Government has established a
licensing regime to regulate private columbaria, including new operators and
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pre-cut-off columbaria that were in operation, and in which ashes were interred in
niches, before the announcement of the proposed licensing regime at 8:00 am on
18 June 2014. Adhering to a pragmatic and sympathetic approach, the
Government has gradually rectified the irregularities found in the operation of
private columbaria in the past and implemented various measures to enhance
protection of consumer interests.

Purpose of the Bill

It has been nearly eight years since the Ordinance came into operation. We
note that as some pre-cut-off columbaria may have difficulties in fulfilling all of
the licensing requirements, they have yet to obtain a licence; and this could
potentially trigger a large-scale ash disposal. In addition, in the light of
operational experience, we propose to refine the Ordinance to improve the
regulatory regime and enhance consumer protection. In this connection, we
propose to make certain amendments to the Ordinance.

Main contents of the Bill

Providing pre-cut-off columbaria with an additional option to newly apply for
exemption

One of the major proposals in the Bill is to provide pre-cut-off columbaria
an additional option to newly apply for exemption. At present, 48 pre-cut-off
columbaria can only apply for licence because they are not eligible for applying
exemption under the Ordinance or they are late in applying for exemption. If
some of them eventually fail to fulfil all the licensing requirements within a
specified period, they will have to cease operation as provided under the Ordinance,
triggering a large-scale disposal of ashes that affects families who have already
purchased niches or interred ashes of their deceased family members therein.

In view of the above, and under our hope of adhering to the pragmatic and
sympathetic approach, we propose to suitably adjust the eligibility criteria for
application for exemption by providing pre-cut-off columbaria meeting certain
conditions an additional option to newly apply for exemption. If pre-cut-off
columbaria are successful in their new applications for exemption, they can keep
the niches sold and continue to operate at their existing scale, so as to avert the need
for ash disposal and minimize the impact on the neighbouring community.
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Enhancing enforcement provisions for greater deterrent effects

Another objective of our amendments is to enhance protection of consumer
rights. In the course of our review on the legislation, we note that under the
existing Ordinance, the maximum fine for offences relating to the unauthorized sale
of niches by licensed private columbaria is set at level 3, i.e. $10,000, which is not
commensurate with the profits derived from the unauthorized sale of niches. In
addition, there is no separate offences for direct prosecution of certain
irregularities, such as the sale of interment rights exceeding the approved ash
interment capacity or sale of niches not covered in the approved plans (i.e.
overselling niches), or the keeping of ashes other than in niches covered in the
approved plans (i.e. over-placing ashes). We have therefore created new offences
and increased the penalties for existing offences under the Bill to enhance the
deterrent effect, with a view to boosting public confidence in the compliant
operation of private columbaria.

Ensuring adoption of consistent standards by the Appeal Board in handling
appeals

Moreover, the Bill also improves the operation of the Private Columbaria
Appeal Board (“PCAB”) by stipulating that PCAB may receive and consider new
materials that have not been made available to the Private Columbaria Licensing
Board (“the Licensing Board”) only upon special grounds being shown, so to
ensure that a consistent standard will be adopted by appeal panels of different
composition and that both the appellants and panel members have a clearer
understanding of the relevant arrangements.

Rationalizing current administrative measures for keeping of ashes temporarily in
masons’ workshops

Another objective of the Bill is to improve the Government’s current
administrative arrangements for regulating the operation of masons’ workshops,
which would be set out clearly in the legal provisions. Given the business nature
of masons in making advanced preparation for interment of ashes in niches, it is
unavoidable that ashes are kept temporarily in their workshops during the process.
In drafting the Bill, we have listened to the views of Members and the trade. We
propose to extend the time limit for keeping of ashes in workshops from 7 calendar
days to 14 calendar days to cater for the masons’ additional need of temporary
storage of ashes that may arise due to holidays, inclement weather, etc. in the course
of their operation.



LEGISLATIVE COUNCIL — 21 May 2025 209

Commencement arrangements of the Bill

The Bill will take effect upon gazettal following its passage by the
Legislative Council. The Licensing Board will take into account relevant factors,
including its past operational experience, in determining the period of time within
which new applications for exemption are to be made by pre-cut-off columbaria
(“the specified period”). Once the Licensing Board has determined on the
specified period, the Private Columbarium Affairs Office (“PCAO”) will inform
all pre-cut-off columbaria concerned individually and continue to provide them
with assistance in understanding the Bill and their obligations under the amended
Ordinance through case managers.

Deliberations of the Bills Committee

| would like to thank once again the Chairman and members of the Bills
Committee for holding a total of three meetings to scrutinize the provisions of the
Bill in detail, thereby helping to make them better.

| will propose amendments at the Committee stage later. The amendments,
which are technical in nature, have incorporated the views of the Bills Committee
to facilitate the understanding of the trade and the public of the Ordinance.

Response to major views expressed by Members

I notice that during the debate just now, a number of Members expressed the
hope for the Government to expedite the vetting and approval process, so that
pre-cut-off columbaria could obtain licence or exemption at an early date. In fact,
the progress in handling applications from pre-cut-off columbaria depends, to a
large extent, on the actions required to be taken by the applicants to rectify the
irregularities, as well as the progress of their rectification works. In response to
Members’ views, PCAO has further enhanced its one-stop services to applicants,
S0 as to expedite the vetting and approval process. At the same time, PCAO will
take the initiative to identify, for each application, whether there are specific
rectification items that require further assistance or clarification from the relevant
bureaux or departments; and where necessary, meetings will be lined up for the
relevant bureaux or departments to communicate with the applicants directly.
PCAO will also require all bureaux or departments relevant to an application to
provide, within three weeks after the date of circulation, their comments on the
documents and information submitted by the applicant, or initial comments with
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explanation on why full comments could not be provided. We believe that these
measures will help pre-cut-off columbaria complete their rectification works early
and obtain licence or exemption as soon as possible.
Concluding remarks

President, the Bill is conducive to the early resolution of the historical
problem involving pre-cut-off columbaria, while helping to further enhance the
regulatory regime for private columbaria. And we will continue to promote green
burial. 1 hereby implore Honourable Members to support the passage of the Bill
as well as the amendments that | will move later.

| so submit.
PRESIDENT (in Cantonese): | now put the question to you and that is: That the
Private Columbaria (Amendment) Bill 2024 be read the second time.  Will those

in favour please raise their hands? Will those in favour please raise their hands?

(Members raised their hands)

PRESIDENT (in Cantonese): Those against please raise their hands.

(No hands raised)
PRESIDENT (in Cantonese): | think the question is agreed by a majority of the
Members present.

| declare the motion passed.

CLERK (in Cantonese): Private Columbaria (Amendment) Bill 2024.

Council became committee of the whole Council.
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Consideration by Committee of the Whole Council

CHAIRMAN (in Cantonese): This Council now becomes committee of the whole
Council to consider the Private Columbaria (Amendment) Bill 2024.

Members may wish to refer to the Appendix to the Script for the debate and
voting arrangements for the Bill.

Members have been informed that the committee will conduct a joint debate
on the clauses and amendments (including the new clauses).
PRIVATE COLUMBARIA (AMENDMENT) BILL 2024
CHAIRMAN (in Cantonese): | now propose the question to you and that is: That
the following clauses stand part of the Bill.
CLERK (in Cantonese): Clauses 1 to 16.
CHAIRMAN (in Cantonese): Secretary for Environment and Ecology will move
amendments that seek to amend clause 6 and add new clauses 6A to 6C and 7A.

Members may refer to the Appendix to the Script for details of the
amendments.

Members may now proceed to a joint debate on the clauses and amendments.

I will first call upon the Secretary for Environment and Ecology to speak,
but he is not required to move the amendments at this stage. Then, I will call upon
Members to speak.

Upon the conclusion of the joint debate, the committee will first vote on the
clauses with no amendment standing part of the Bill, and then proceed to deal with
the amendments according to the arrangements set out in the Appendix to the
Script.

Secretary for Environment and Ecology, please speak.
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SECRETARY FOR ENVIRONMENT AND ECOLOGY (in Cantonese):
Chairman, | move that clause 6 of the Private Columbaria (Amendment) Bill 2024
(“the Bill”) be amended and new clauses 6A, 6B, 6C and 7A be added to the Bill.
The amendments are technical in nature. | will now give a brief account of the
contents of the amendments.

The Bill mainly seeks to amend the eligibility criteria for application for
exemption under the existing section 20 of the Private Columbaria Ordinance
(Cap. 630) (“the Ordinance”) through the proposed new sections 14A and 20A, so
that pre-cut-off columbaria meeting certain conditions will be given an option to
newly apply for exemption.

During the scrutiny of the Bills Committee, we took into account the views
of the Legal Adviser that the Bill should also include reference to new section 20A
in those provisions in the Ordinance with reference made to section 20, so that both
the trade and members of the public will know more clearly that the relevant
provisions are applicable to pre-cut-off columbaria with new applications for
exemption. In this connection, we will move amendments to add new clauses 6A,
6B, 6C and 7A to respectively amend sections 26(1)(b), 27(4), 40(2)(a) and
84(1)(a) of the Ordinance in order to incorporate references to new section 20A.

Separately, the existing sections 38 and 104(2)(d) of the Ordinance, which
empower the imposition of conditions restricting the imposition of additional fees
in respect of any agreements for the sale or letting of niches entered into before the
cut-off time, will also apply to agreements for the sale or letting of niches entered
into between the cut-off time and the date of gazettal of the Ordinance by
pre-cut-off columbaria newly applying for exemption. Taking into account the
Legal Adviser’s view, we will amend clause 6 of the Bill to add references to
sections 38 and 104(2)(d) in the new section 20A, so as to give the trade and
members of the public a clearer understanding of the scope of application of those
provisions.

Chairman, | would like to thank the Bills Committee again for its valuable
views. The above amendments have the support of the Bills Committee, and |
implore Honourable Members to support the amendments.

Thank you.
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CHAIRMAN (in Cantonese): Does any Member wish to speak?
(No Member indicated a wish to speak)
CHAIRMAN (in Cantonese): If not, we now first vote on the clauses with no
amendment standing part of the Bill.

I now put the question to you and that is: That the clauses with no amendment
as set out in the Appendix to the Script stand part of the Bill.  Will those in favour

please raise their hands?

(Members raised their hands)

CHAIRMAN (in Cantonese): Those against please raise their hands.

(No hands raised)

CHAIRMAN (in Cantonese): | think the question is agreed by a majority of the
Members present.

| declare the motion passed.

CHAIRMAN (in Cantonese): The committee now deals with the clause with
amendment.

Secretary for Environment and Ecology, you may move your amendment.
SECRETARY FOR ENVIRONMENT AND ECOLOGY (in Cantonese):
Chairman, I move the amendment as set out in the Appendix to the Script.
Proposed amendment

Clause 6 (see Appendix 3)
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CHAIRMAN (in Cantonese): | now propose the question to you and that is: That
the amendment moved by Secretary for Environment and Ecology be passed.

CHAIRMAN (in Cantonese): | now put the question to you as stated. Will those
in favour please raise their hands?

(Members raised their hands)

CHAIRMAN (in Cantonese): Those against please raise their hands.

(No hands raised)

CHAIRMAN (in Cantonese): I think the question is agreed by a majority of the
Members present.

| declare the amendment passed.

CLERK (in Cantonese): Clause 6 as amended.

CHAIRMAN (in Cantonese): | now put the question to you and that is: That the
clause as amended just read out by the Clerk stand part of the Bill. Will those in
favour please raise their hands?

(Members raised their hands)

CHAIRMAN (in Cantonese): Those against please raise their hands.

(No hands raised)

CHAIRMAN (in Cantonese): | think the question is agreed by a majority of the
Members present.

| declare the motion passed.
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CHAIRMAN (in Cantonese): The committee now deals with the new clauses.

CLERK (in Cantonese): New clause 6A

New clause 6B

New clause 6C

New clause 7A

Section 26 amended (approved
plans to be endorsed)

Section 27 amended
(application concerning
pre-cut-off

columbarium—evidence of ash
interment layout and quantity,
etc. and plans)

Section 40 amended
(revocation, suspension, refusal
to renew or extend and
variation of conditions)

Section 84 amended (appeals).

CHAIRMAN (in Cantonese): Secretary for Environment and Ecology, you may

move the Second Reading of the new clauses.

SECRETARY FOR ENVIRONMENT AND ECOLOGY (in Cantonese):
Chairman, I move the Second Reading of the new clauses just read out by the Clerk.

CHAIRMAN (in Cantonese): | now propose the question to you and that is: That
the new clauses read out by the Clerk be read the second time.

CHAIRMAN (in Cantonese): | now put the question to you as stated. Will those

in favour please raise their hands?

(Members raised their hands)
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CHAIRMAN (in Cantonese): Those against please raise their hands.

(No hands raised)

CHAIRMAN (in Cantonese): | think the question is agreed by a majority of the
Members present.

| declare the motion passed.

CLERK (in Cantonese): New clauses 6A to 6C and 7A.

SECRETARY FOR ENVIRONMENT AND ECOLOGY (in Cantonese):
Chairman, | move that the new clauses just read out by the Clerk be added to the
Bill.

Proposed additions

New clause 6A (see Appendix 3)

New clause 6B (see Appendix 3)

New clause 6C (see Appendix 3)

New clause 7A (see Appendix 3)

CHAIRMAN (in Cantonese): | now propose the question to you and that is: That
the new clauses read out by the Clerk be added to the Bill.

CHAIRMAN (in Cantonese): | now put the question to you as stated. Will those
in favour please raise their hands?

(Members raised their hands)
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CHAIRMAN (in Cantonese): Those against please raise their hands.
(No hands raised)
CHAIRMAN (in Cantonese): | think the question is agreed by a majority of the
Members present.
| declare the motion passed.
PRESIDENT (in Cantonese): All the proceedings on the Private Columbaria

(Amendment) Bill 2024 have been concluded in committee of the whole Council.
Council now resumes.

Council then resumed.

SECRETARY FOR ENVIRONMENT AND ECOLOGY (in Cantonese):
President, | now report to the Council: That the

Private Columbaria (Amendment) Bill 2024

has been passed by committee of the whole Council with amendments. | move

the motion that “This Council adopts this report”.

PRESIDENT (in Cantonese): | now propose the question to you and that is: That
the motion moved by Secretary for Environment and Ecology be passed.

PRESIDENT (in Cantonese): I now put the question to you as stated. Will those
in favour please raise their hands?

(Members raised their hands)
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PRESIDENT (in Cantonese): Those against please raise their hands.

(No hands raised)

PRESIDENT (in Cantonese): | think the question is agreed by a majority of the
Members present.

| declare the motion passed.

Third Reading of Government Bill

PRESIDENT (in Cantonese): Government Bill: Third Reading.

PRIVATE COLUMBARIA (AMENDMENT) BILL 2024

SECRETARY FOR ENVIRONMENT AND ECOLOGY (in Cantonese):
President, | move that the

Private Columbaria (Amendment) Bill 2024

be read the third time and do pass.

PRESIDENT (in Cantonese): | now propose the question to you and that is: That

the Private Columbaria (Amendment) Bill 2024 be read the third time and do pass.
Does any Member wish to speak?

(No Member indicated a wish to speak)

PRESIDENT (in Cantonese): | now put the question to you as stated. Will those

in favour please raise their hands?

(Members raised their hands)
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PRESIDENT (in Cantonese): Those against please raise their hands.

(No hands raised)

PRESIDENT (in Cantonese): | think the question is agreed by a majority of the
Members present.

| declare the motion passed.

CLERK (in Cantonese): Private Columbaria (Amendment) Bill 2024.

SUSPENSION OF MEETING
PRESIDENT (in Cantonese): | now suspend the meeting until 9:00 am tomorrow.

Suspended accordingly at 6:37 pm.



Appendix 1

LEGCO QUESTION NO. 7
(Written Reply)

Asked by:  Prof Hon William WONG  Date of meeting: 21 May 2025

Replied by: Secretary for Transport
and Logistics

Reply

President,

The Golden Week holiday is the peak period of Mainland visitors visiting
Hong Kong. The Hong Kong Special Administrative Region (HKSAR)
Government has been maintaining close liaison with relevant organisations and
parties to prepare well for arrangements of boundary control points (BCPs),
public transportation, crowd management, etc., with a view to ensuring the
smooth operation of various aspects in receiving visitors and offering a high-
quality experience to them. In view of this year’s Labour Day Golden Week
holiday, the MTR Corporation Limited (MTRCL) had made advance
preparations by enhancing the train services for cross-boundary railways
(including Lo Wu and Lok Ma Chau Stations of the East Rail Line, and the Hong
Kong West Kowloon High Speed Rail Station), as well as deploying additional
staff and strengthening information dissemination. Meanwhile, the MTRCL
maintained close liaison with relevant departments at the BCPs, so as to adjust
train services in a timely manner according to the situation at the BCPs, and
provide visitors with safe, reliable and convenient railway services.

In consultation with the Security Bureau, the Transport Department
(TD) and the MTRCL, my consolidated reply to the question raised by Prof
Hon William WONG is as follows:

(1) As observed by the MTRCL, during this year’s Labour Day Golden Week
holiday, the number of visitors arriving in or exiting from Hong Kong via
the Lok Ma Chau Spur Line Control Point using the MTR East Rail Line
and the total patronage were slightly higher than those of the same period
last year. On May 2 (Friday) this year, the peak arrival and departure
periods for Mainland visitors were in the morning and evening respectively,
during which an average of approximately 7 500 visitors entered and exited
Lok Ma Chau Station per hour.
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During the peak departure period in the evening, a relatively large number
of passengers used their phones at the same time to activate QR codes at
ticket gates, resulting in a sudden surge in mobile data demand
within a short period of time; the pressure on the mobile network providers’
provision of mobile data also intensified the passengers’ demand for Wi-Fi
capacity at the station. As a result of the overall overloading of mobile data
and Wi-Fi networks, passengers needed longer time for connection to the
network to retrieve the QR codes, leading to a higher passenger flow at the
stations’ entry/exit gates and concourse at certain periods of time. The
MTRCL immediately took contingency measures in response to the actual
situation, such as diverting passenger queues before the gates, adjusting the
operation of individual escalators as appropriate to control the passenger
flow, and intermittently allowing passengers to exit the gates without
having to tap their cards from approximately 9.45pm to 10.30pm to divert
passenger flow. Throughout this period, the Transport and Logistics
Bureau (TLB) and the TD maintained close communication with the
MTRCL and promptly urged the MTRCL to enhance services in all aspects
to ensure the smooth and safe operation of the station in face of the large
patronage.

To cope with the peak travelling period for visitors during the Labour Day
Golden Week this year, the MTRCL anticipated that there would be an
increase in demand for network data capacity by passengers. As such,
arrangements were made before the Golden Week to increase the in-station
Wi-Fi capacity for supplementary purpose to cater for the needs of
passengers who require internet access but do not have mobile network
data. In light of the situation that occurred on the evening of May 2, the
MTRCL promptly contacted mobile network providers in that same
evening to immediately upgrade the mobile data capacity near BCPs as well
as further increase the Wi-Fi capacity at Lok Ma Chau Station so as to
facilitate the use of QR codes for passengers to take trains.

In response to the aforementioned situation, the TLB has requested the
MTRCL to review its arrangements for future visitor peak periods based on
the experience gained this time. The MTRCL will also enhance its publicity
efforts on Mainland social media platforms to remind visitors to activate
their QR codes for payment in advance, thereby reducing the time spent at
the gates. In addition, the MTRCL will promote the use of mobile Octopus
for tourists as another payment option that does not require internet
connection. The MTRCL will further discuss with relevant parties on how
to manage passenger flow more effectively and plan ahead to ensure that
the peak passenger flow can be handled more smoothly in future.

The Inter-departmental Joint Command Centre, comprising the Police, the

Immigration Department, the Customs and Excise Department and relevant
2
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parties (including the MTRCL), was activated during the Labour Day
Golden Week (i.e. from May 1 to 5, 2025) to monitor the real-time
situations at various BCPs. The Joint Command Centre maintained close
liaison with the Mainland port authorities through the established port
hotlines and real-time notification mechanisms, and took timely
contingency actions as necessary to ensure the smooth operation of the land
control points.

In addition, relevant departments at BCPs continuously monitored real-time
situations at the control points and maintained liaison with the
corresponding Mainland port authorities, including immediate mutual
notification of the passenger flow situation upon learning about the heavy
network traffic at the MTR Lok Ma Chau Station on May 2 this year as well
as implementation of appropriate crowd control and diversion measures to
facilitate passenger flow and maintain order at the BCP.

The HKSAR Government and relevant Mainland authorities have
conducted incident drills at various BCPs from time to time, simulating
emergencies such as fires, power supply failures, immigration system
malfunctions and infectious disease incidents. These drills aim to formulate
and practise contingency plans, strengthen co-ordination between
departments and various parties and enhance overall response capabilities,
thereby ensuring safety and order at BCPs in the event of unexpected
incidents. Recent joint exercises include the flooding evacuation drill at the
Express Rail Link West Kowloon Control Point in March 2025 and the joint
exercise at the Lo Wu Control Point in October 2024 to simulate scenarios
of power supply and system network incidents at the Hong Kong Port and
contingency measures taken by relevant parties.



LEGCO QUESTION NO. 8
(Written Reply)

Asked by Hon Joephy CHAN Date of meeting : 21 May 2025

Replied by : Secretary for Health

Reply

President,
In response to the Hon Joephy CHAN’s question, the Bureau’s reply is as follows:

Elderly persons residing in residential care homes for the elderly (RCHES) or
receiving day care centre (DE) services are generally frail or have cognitive
deficiencies and therefore have difficulties in accessing conventional dental care
services. The Government implemented a three-year pilot project in 2011 to
provide free outreach dental services to these elderly persons. The pilot project
was regularised in 2014 and named the Outreach Dental Care Programme for the
Elderly (ODCP). The ODCP provides free annual oral care services for elderly
persons of RCHEs, DEs and similar facilities in the 18 districts of Hong Kong
through outreach dental teams set up by non-governmental organisations (NGOs)
engaged by the Department of Health (DH). It must be pointed out that these
services is not limited to oral check-up but its scope includes the following
examinations and treatment items:

1. oral check-up;

2. scaling, personalised oral care plans for the elderly persons and provision of
medication for dental pain relief (if necessary);

3. free and comprehensive dental treatments will be provided to the elderly
persons on-site at RCHEs / DEs if further curative treatments are necessary.
The treatments include tooth filling, tooth extraction, X-ray examination,
denture, removal of dental bridge or crown, root canal treatment (RCT), and
the provision of dental bridge or crown, etc.;



4. if further curative treatments cannot be provided on-site at the RCHESs / DEs
due to practical constraints (such as limitations in venue space or unable to
meet infection control requirements), the outreach dental team will arrange the
elderly persons to receive the required treatment at NGOs’ dental clinics; and

5. provision of oral care training to caregivers of RCHEs / DEs, and promotion
of the oral hygiene information to the elderly persons, their family members
and caregivers.

Besides, for treatments that could not be carried out on-site, the Government will
subsidise the NGOs to provide transport and escort services to facilitate the
elderly persons to receive treatments at NGOs’ dental clinics. In case the oral
health conditions of an elderly person change and require dental treatments after
oral check-up, arrangements can be made with the respective NGO through
liaison by RCHE / DE.

Regarding the monitoring of the ODCP, the DH regularly reviews the
implementation and effectiveness of the ODCP through surveys, which include
verification of eligibility of service users, satisfaction level of services provided
by NGOs, suggestions on improvements of the ODCP services, etc. The results
of the past interview surveys indicated that the RCHEs / DEs interviewed are
satisfied with the ODCP. In addition, the DH also arranges on-site inspections by
professionals (including dental officers) and examines the oral conditions of
elderly persons randomly selected to ensure that the services provided by NGOs
meet the standard.

The Government has increased the resources allocated for the ODCP and been
promoting and encouraging RCHEs / DEs to participate in the ODCP. In 2024-
25 Service Year, nearly 90% of RCHEs / DEs participated in the ODCP. From
2024-25, the number of NGOs participating in the ODCP has increased to 11 and
a total of 25 outreach dental teams have been set up, and over 50 000 elderly
persons residing in RCHEs or receiving services at DEs received the
aforementioned dental care services in 2024-25.

The ODCP and the Elderly Dental Assistance Programme (EDAP) funded by the
Community Care Fund (CCF) are two completely different programmes designed
for different target groups. The ODCP is a programme designed to provide
comprehensive examination and treatment services to frail elderly persons
residing in RCHEs or receiving services at DEs who have difficulty in accessing
conventional dental care services. The EDAP with funding from the CCF, mainly
provided free removable dentures and related dental treatments to low-income
elderly persons when launched in 2012. It was subsequently enhanced in the third



quarter of 2024 to allow eligible elderly persons who are unfit for denture fitting
to receive dental services stipulated under EDAP, i.e. dental examinations, scaling
and polishing, tooth extractions, tooth fillings, etc.

The objective of CCF is to provide assistance in a more focused manner to people
facing financial difficulties, in particular those who fall outside the social safety
net or those who are unable to benefit from other assistance programmes. In view
of the objective of CCF and along with the principle of effective use of public
resources, since the EDAP was launched in 2012, the beneficiaries have all along
excluded the elderly persons who have benefited from the ODCP or those
currently receiving Comprehensive Social Security Assistance (CSSA) under the
Social Welfare Department. These requirements have been clearly stated in the
EDAP promotional pamphlets and the application form.

It must be pointed out that aside from targeting different groups, the EDAP limits
on the number of subsidised services and the services provided are not continuous
in nature. Under the EDAP, eligible elderly persons can receive services at a
maximum of two times. To receive the service for a second time, elderly persons
must have reached the age of 75 and have not received the dental service under
the EDAP within the past five years. In contrast, ODCP is a regularised
programme with a broader service scope, which includes all service items under
the EDAP and eligible elderly persons can receive ODCP services annually. As
such, elderly persons who received ODCP services will not be referred to the
EDAP and the issue of “no treatment after check-up” as raised in the question
does not exist.

To safeguard the oral health of the public, the Chief Executive announced in the
2022 Policy Address to conduct a comprehensive review of the dental services
provided or subsidised by the Government. The Working Group on Oral Health
and Dental Care (Working Group) was set up in end-2022. In response to the
final report of the Working Group published in end-2024, the Government has
adopted the oral health policy that:

(1) Oral health is an integral component of general health. The Government’s
oral health policy aims to enable all Hong Kong citizens to improve their oral
hygiene and lifestyle conducive to both oral and overall health levels;

(2) Through publicity, education, promotion and development of primary oral
health and dental care, the Government facilitates citizens to manage their oral
health, and put prevention, early identification and timely intervention of dental
diseases into action with the objective of tooth retention; and



(3) The Government provides appropriate oral health and dental care services
targeting underprivileged groups with financial difficulties and special needs,
ensuring these groups have access to essential dental care services.

Under the Government’s Oral Health Action Plan, the ODCP, the EDAP together
with the dental grants under the CSSA Scheme all play a role in focusing the
provision of dental care services to underprivileged groups who have difficulties
in accessing dental services. To further strengthen the services, in addition to the
continuation of the provision of the free emergency dental treatment to the general
public through allocation of a fraction of the existing service capacity of the DH’s
government dental clinics (generally referred to as General Public (GP) Sessions),
DH will implement the Community Dental Support Programme on 26 May 2025
to enhance dental services to the underprivileged groups including the elderly
persons with financial hardship, and it will supplant the EDAP within 2026. With
the major premise of effective use of public resources, the Government will
consider various factors in providing dental services to different underprivileged
groups as appropriate and to tie in with the oral health policy.



LEGCO QUESTION NO. 9
(Written Reply)

Asked by Hon LAM San-keung Date of meeting : 21 May 2025

Replied by : Secretary for
Development

Reply :
President,

When designing the water supply network, the Water Supplies
Department (WSD) would use various types of pipe materials
according to the needs at the material time. Among them, asbestos
cement (AC) pipes has been widely used in Hong Kong and other
countries in the past because they could withstand greater internal
water pressure and have good heat resistance and chemical corrosion
resistance. Asbestos containing materials pose no health risk as
long as they remain intact and undisturbed. The WSD later found
that pipes made of this materials were relatively more brittle when
serving as external wall and were more likely to bursting or leaking
when impacted by external forces (such as arising from nearby road
excavation works). Therefore, the WSD has discontinued to use
AC pipes in pipe laying and maintenance since January 1986, and
progressively replaced them with more durable ductile iron pipes or
steel pipes under the relevant water main improvement programmes
or during repairing works for water main burst incidents, with a view
to reducing the risk of water main bursts or leaks.

The replies to various parts of the Hon Lam’s question are as
follows:

(1) As of now, there are about 130 kilometres long AC pipes
still in service, accounting for about 1.5% of Hong Kong’s
8 500 kilometres long water supply network. They are
distributed in different districts in Hong Kong as follows:

District Length of AC pipe (km) (approx.)
Central and Western 11
Eastern 7
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Islands 3
Southern 7
Wan Chai 6

Kowloon City 7
Kwun Tong 6
Sham Shui Po 4
Wong Tai Sin 4
Yau Tsim Mong 4

North 3
Sai Kung 14
Sha Tin 11

Tai Po 2

Kwai Tsing 13
Tuen Mun 10
Tsuen Wan 6
Yuen Long 12

Total 130

According to the "Health Information about Asbestos"
published by the Centre for Health Protection of the
Department of Health, asbestos fibres are generally bound
into the base material matrix. Under normal
circumstances, only extremely small quantity of asbestos
fibres, if any, can be released.

The use of asbestos-containing cement pipes has been more
common in earlier decades. The World Health
Organization (WHO) reported in 2021 that there was no
evidence to support that ingesting asbestos in drinking water
poses potential risk to human health. Therefore, the WHO
has not established a guideline value for asbestos fibres in
drinking water, and considers such standards to be neither
appropriate nor necessary.

The WSD is implementing a "risk-based asset management
programme for water mains" by introducing factors such as
age of use, materials, past records of bursts or leaks,
surrounding environment, consequences of bursts or leaks
for assessing the risk of water main bursts or leaks so as to
accord priority to improving specific sections of water
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mains with higher risk, including replacement or
rehabilitation of them, with a view to reducing the risk of
water main bursts or leaks for the water supply network
overall. As mentioned above, since AC pipes are
relatively brittle and more likely to burst or leak when
impacted by external forces, the WSD has increased the risk
weighting factor for AC pipes in order to speed up the
replacement or rehabilitation of these water mains, aiming
to reducing the risk of water main bursts and the impact on
the community. The above improvement measures are
based on considering the risk of pipe bursting rather than
health or drinking water safety risks posed by AC pipes.

Those AC pipes currently assessed as higher-risk are mainly
located on busy traffic routes. To expedite the
replacement of aging water mains, including AC pipes, the
WSD has set up an inter-departmental task force headed by
the Director of Water Supplies and composed of
representatives from departments including the
Development Bureau, the Transport Department, the
Highways Department, the Hong Kong Police Force, the
Environmental Protection Department, the Home Affairs
Department, etc. to discuss and formulate temporary traffic
arrangement and implementation programme for the
replacement of water mains, and formulate plans as early as
possible to minimize the impact of the project on traffic and
the public.

The handling, removal, transportation and disposal of AC
pipes in the water supply network are regulated under
relevant ordinances, including the Factories and Industrial
Undertakings Ordinance (Cap. 59) and the Air Pollution
Control Ordinance (Cap. 311), to safeguard the occupational
safety and health of workers engaged in asbestos-related
works. The WSD mandates through works contract
provisions that contractors must fully comply with all
asbestos-related legislation and codes of practice, ensuring
the AC pipes are safely handled, removed, transported, and
disposed of in accordance with statutory requirements. All
contractors and their workers must comply with the
requirements of the relevant ordinances and the safety and

3



health codes of practice and practical guidelines issued by
the Labour Department when carrying out the works related
to asbestos. This includes requiring the contractors to
adopt control measures and provide personal protective
equipment at the workplace, and employing competent
persons to supervise the effective implementation of these
measures.

During the implementation of the above works, the WSD
will monitor the contractor's construction procedures to
ensure that the relevant ordinances and codes in carrying out
AC pipe works are followed.

Over the past three years, the project cost of the WSD in
handling AC pipes (including the costs of handling,
removal, transportation and disposal, etc.) was about $31.7
million per year on average.



LEGCO QUESTION NO. 10
(Written Reply)

Asked by Ir Hon Gary ZHANG Date of meeting : 21 May 2025

Replied by : Secretary for Education

President,

The Joint University Programmes Admission System (JUPAS) is the main
application route to assist local students with Hong Kong Diploma of Secondary
Education (HKDSE) Examination results (past and / or current) in applying for
admission to post-secondary programmes. These programmes include the
University Grants Committee (UGC)-funded full-time bachelor’s degree
programmes, Hong Kong Metropolitan University’s self-financing full-time
bachelor's degree programmes, and The Education University of Hong Kong’s
UGC-funded full-time higher diploma programme.

After consultation with the JUPAS Office, our reply to the Ir Hon Gary
Zhang’s question is as follows —

The JUPAS Office has published historical application statistics, including
the total number of applicants, on the JUPAS Statistics Webpage. Over the past
five JUPAS admissions exercises (2020-2024), the numbers of applicants (as at
the Day of Announcement of Main Round Offer Results) were 41 664, 40 658,
39 523, 39 948 and 39 634 respectively. Details are on the relevant website at
https://www.jupas.edu.hk/en/statistics/main-round-offer/.

In the aforementioned admissions exercises, late applications on average
accounted for about 2% of the overall applications, which has maintained at a
relatively stable level. The majority of these late applications were from the LS1
category (i.e. HK Permanent Identity Card holders), representing an average of
about 96% of the late applications. The percentage also remained consistently
stable. There were only few late applicants in other categories.



Legislative Council Question No. 11
(Written Reply)

Asked by: Hon Doreen KONG Date of Sitting: 21 May 2025

Replied by: Secretary for Transport

and Loqistics

Reply
President,

In consultation with the Development Bureau, Highways Department
(HyD) and Transport Department (TD), the consolidated reply to the
question raised by the Hon Kong is as follows:

(1) At present, there are 731 footbridges maintained by HyD, of
which 280 are equipped with lifts. Among the remaining
footbridges without lifts, about 70% of them have already
met the standards for barrier-free access (e.g. equipped with
ramps, at-grade alternative crossings, or connected to
buildings with barrier-free access), while about 15% have
been confirmed to be unsuitable for retrofitting barrier-free
access facilities due to various factors (such as insufficient
space).

The Government has all along been committed to
retrofitting barrier-free access facilities at public walkways.
Since the launch of the Universal Accessibility (UA)
Programme in August 2012, the Government has been
actively providing more barrier-free access facilities (i.e.
lifts and ramps) at public walkways (i.e. public footbridges,
elevated walkways and pedestrian subways) to facilitate
access by the public. In order to benefit more members of
the public, the scope of UA Programme, initially covering
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only public walkways maintained by HyD which were not
equipped with any barrier-free access facilities has been
expanded to cover existing walkways that are equipped with
standard ramps, provided that certain criteria are met. In
2019, the Government introduced a Special Scheme to
retrofit lifts at footbridges, pedestrian subways, and elevated
walkways in estates under the Tenants Purchase Scheme,
Buy or Rent Option Scheme and public rental housing
estates with properties divested under the Housing
Authority, provided that certain criteria are met.

HyD has been pressing ahead with the implementation of a
total of 382 items under various phases of the UA
Programme. As at end March 2025, 239 items under the
UA Programme were completed, including retrofitting of
lifts at 151 public footbridges maintained by HyD. HyD is
pressing ahead with the remaining items of the UA
Programme to ensure that they will be completed in phases
as planned for the benefit and convenience of the public.
In the next four years, HyD will progressively complete the
installation of lifts at 64 public footbridges. By then, the
number of footbridges equipped with lifts will increase to
344,

In considering the need for public footbridges, TD will take
Into account, on a project-by-project basis, factors such as
the anticipated pedestrian utilization rate, the characteristics
and layout of the road concerned (including traffic flow and
speed, etc.), road safety and traffic capacity, the desired
pedestrian path (in terms of convenience, comfort and
safety, etc.), the availability of other nearby crossings, the
connectivity of the footbridge with the nearby developments
and walkway systems as well as the relevant public views.

TD closely monitors the utilization of public footbridges,
including deploying staff to conduct site surveys in a timely
manner to collect data on pedestrian flow and reviewing the
views provided by residents and stakeholders in the vicinity
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as well as considering appropriate enhancement measures,
such as suitably adjusting directional signs and providing
barrier-free facilities in light of the site environment and
traffic conditions as necessary, in order to attract the public
to make good use of the footbridges. As TD has already
been effectively monitoring the utilization of public
footbridges, it has no plan to install statistical monitoring
devices at existing footbridges.

From the perspective of town planning and design, existing
planning guidelines encourage the consideration of
landscape design when planning the construction of
footbridges.  If there is sufficient space, the design of
landscaped decks can be considered to be adopted for
pedestrian links while landscaping, installation of seats and
public art elements can be added to the links to enhance the
experience of pedestrians.

TD also welcomes the opportunity to collaborate with
relevant departments/project proponents, including the
adoption of the Pedestrian Planning Framework in the
pedestrian planning for new development areas to formulate
and implement suitable pedestrian facility measures, with a
view to widening the walking space and providing a
comprehensive pedestrian network. In formulating the
framework, TD has studied the local walkability and
planning needs and took reference from economies outside
Hong Kong, including those in the Mainland, Asia, Europe
and North America, etc. The newly developed Pedestrian
Planning Framework has been in use since 2022 to assist in
creating a pedestrian-friendly walking environment and
promoting walking as a sustainable mode of mobility.



LEGCO QUESTION NO. 12
(Written Reply)

Asked by: Hon Kingsley WONG Date of meeting: 21 May 2025

Replied by: Secretary for Health

Reply

President,

In response to the questions raised by the Hon Kingsley
WONG, after consulting the Medical Council of Hong Kong (“the MCHK”),
the consolidated reply is set out below.

The registration and examination of healthcare professionals are
matters pertaining to the professional standard and conduct of the sector. Their
regulation is administered by the statutory boards and councils of the professions.
The regulatory authorities must be accountable to the public when discharging
their duties, ensuring Hong Kong’s medical professional standard while
protecting the health of citizens and safeguarding the overall interest of society.
The Government’s role is to ensure, through effective administrative
arrangements, that the boards and councils of the respective professions perform
their regulatory duties in accordance with their statutory functions and powers.

The MCHK is an independent statutory body established under the
Medical Registration Ordinance (“MRO”) (Cap. 161) empowered to handle
registration and disciplinary regulation of medical practitioners in Hong Kong.
Section 7 of the MRO provides that the MCHK shall conduct a Licensing
Examination (“LE”), the passing of which shows the achievement of a standard
acceptable for registration as a medical practitioner. The conduct of LE by the
MCHK aims to ensure that those who wish to register as medical practitioners in
Hong Kong after having received medical training elsewhere have attained a
professional standard comparable to that of the local medical graduates, thereby
safeguarding the quality of our medical services and public health. The MCHK



will regularly review the contents of the LE, and provides information to enable
non-locally trained doctors who intend to sit for the LE to understand the format
and contents of the LE.

The LE consists of three parts: namely Part I “Examination in
Professional Knowledge”, Part II “Proficiency Test in Medical English” and Part
11 “Clinical Examination”. The MCHK adopts a number of measures in
organising the LE to ensure that its level and assessment standards are comparable
to those of the medical examinations of the two universities in Hong Kong.
Among them, the MCHK has set up different sub-committees responsible for
matters related to the LE, including organising the LE, approving examination
questions and maintaining a database of examination questions, considering and
deciding on the eligibility of applicants to sit for the LE, and processing
candidates’ applications for review, etc. To ensure representativeness, the sub-
committees include representatives from public and private healthcare
institutions, the medical schools and the Department of Health. In addition, the
two medical schools in Hong Kong will appoint local and non-local medical
experts with profound knowledge in relevant disciplines as examiners for each
part of the LE to ensure that the quality and level of the examination meet the
requirements. These experts will also offer recommendations to further refine the
examination contents and arrangements. For Part I “Examination in Professional
Knowledge”, the questions are chosen from the database of examination questions
at comparable level as the medical examination of the two medical schools, hence
not suitable for publication.

To enhance the transparency of the LE and to increase candidates’
understanding of the LE, the MCHK set up an information portal on the LE in
October 2018 (https://leip.mchk.org.hk). Relevant information of the LE, such as
examination formats, sample questions, list of suggested readings, videos of the
Clinical Examination and general information about the LE, is available in the LE
Information Portal for reference by the public and non-locally trained doctors who
intend to seek registration as medical practitioners in Hong Kong. The MCHK
reviews and enhances the online platform from time to time, including increasing
the number of sample questions, to facilitate candidates in preparing for the LE.



LEGCO QUESTION NO. 13
(Written Reply)

Asked by: Dr Hon Dennis LAM Date of meeting: 21 May 2025

Replied by:  Secretary for Labour
and Welfare

Reply

President,

The Government continues to implement a number of measures, including
providing subsidised residential care services and portable cash assistance, to
facilitate Hong Kong elderly people’s retirement in the Greater Bay Area (GBA)
Mainland municipalities and offer more choices for them. I reply to the question
raised by Dr Hon Dennis LAM as follows:

(1)

As at end April 2025, there were around 460 elderly persons joining the
Residential Care Services Scheme in Guangdong (GDRCS Scheme) and staying
in the 15 designated RCHESs in the GBA Mainland cities.

The three-year Pilot Scheme for Elderly Recipients of Comprehensive Social
Security Assistance (CSSA) to Reside in Residential Care Homes in Guangdong
(Pilot Scheme) will be launched in the second half of 2025 to subsidise elderly
CSSA recipients who opt to retire in Guangdong and reside in designated
residential care homes for the elderly in the Province, so as to improve their living
environment and quality of life. Each eligible elderly person will receive a
monthly subsidy of HK$5,000 with a quota of 1 000.

)

As at end April 2025, the numbers of elderly persons living in GBA Mainland
cities and receiving Portable Comprehensive Social Security Assistance



(PCSSA), Old Age Allowance (OAA) or Old Age Living Allowance (OALA) are
set out in the table below.

GBA;}E‘:‘”" PCSSA OAA OALA | Sub-total
Guangzhou 62 1720 2353 4135
Shenzhen 141 2652 5693 8 486
Zhuhai 9 430 639 1078
Foshan 53 605 1330 1 988
Huizhou 60 399 1 180 1 639
Dongguan 61 980 2268 3309
Zhongshan 18 868 1412 2298
Jiangmen 23 328 922 1273
Zhaoqing 12 105 228 345
Total 439 8 087 16 025 24 551

3)

Apart from promoting the GDRCS Scheme to the general public through various
means (e.g. District Elderly Community Centres/Neighbourhood Elderly Centres,
radio and TV promotion clips), information on the GDRCS Scheme and the
portable cash assistance is available on the Social Welfare Department’s (SWD)
website. SWD updates the relevant information in a timely manner and will
consider optimising the website to facilitate access to relevant information by the
public. Besides, the application procedures of OAA and OALA under the
Guangdong Scheme are available on the “Cross-boundary Public Services”
website. SWD will consider including the information on the GDRCS Scheme
in the relevant website.

4)

As the various needs of Hong Kong’s middle-class elderly people living on the
Mainland are not under the policy purview of the Labour and Welfare Bureau,
we have not conducted any relevant surveys. Upon our enquiry, other bureaux
or departments (e.g. the Constitutional and Mainland Affairs Bureau, the
Commerce and Economic Development Bureau and the Census and Statistics
Department) have advised that they have not conducted such surveys either.



LEGCO QUESTION NO. 14
(Written Reply)

Asked by Hon TANG Fei Date of meeting : 21 May 2025

Replied by : Secretary for Education

Reply

President,

The Government has all along been dedicated to promoting the
development of innovation and technology (I&T), with a view to driving
economic restructuring and more diversified development. Apart from the
nation’s clear support for Hong Kong’s development into an international I&T
hub under the 14th Five-Year Plan, the recently promulgated 2024-2035 Master
Plan on Building China into a Leading Country in Education also proposed to
establish an integrated coordinating mechanism for education, technology and
talents, strengthening the supportive role of education for science and talents,
closely tying in with the development of technological innovative centres in the
Guangdong, Hong Kong and Macao Greater Bay Area and the development of a
highland for high-level calibre and platform for attracting talents, and enhancing
the overall efficacy of the innovation system.

The replies from the Education Bureau and the Innovation, Technology and
Industry Bureau to the Hon Tang Fei’s question are as follows —

1) &)

The Government has been expanding the local research and I1&T talent pool
through a multi-pronged approach. On the front of nurturing talents, the
Government guides the University Grants Committee (UGC)-funded universities
to align their planning with our nation’s strategy of invigorating China through
science and education, and support the goal of developing Hong Kong into an
international 1&T hub, including setting the key performance indicators in the
2022 Policy Address with 35% of the students pursuing UGC-funded programmes
to study in STEAM (Science, Technology, Engineering, Arts and Mathematics)
subjects. In addition, publicly-funded research postgraduate (RPg) places have
been gradually increased from 5 595 in the 2022/23 academic year to 7 200 places
in the 2024/25 academic year. Together with the gradual uplift of the over-
enrolment ceiling from 70% in the 2021/22 academic year to 100%, institutions



could flexibly enrol 14 400 RPg students at most, which is an increase of more
than half, to constantly expand the I&T and research talents of Hong Kong.

Additionally, the STEM Internship Scheme under the Innovation and
Technology Commission (ITC) subsidises undergraduates and postgraduates
taking full-time STEM-related programmes to enroll in short-term internships, so
as to foster their interest early in pursuing careers in I&T after graduation. The
Research Talent Hub (RTH) under ITC also provides funding support for eligible
companies or organisations to engage university graduates to conduct research
and development (R&D) work.

For attracting talents front, the InnoHK Research Clusters has successfully
attracted R&D talents from all over the world to Hong Kong, with over
2 500 local, overseas and Mainland researchers involved, and has provided
training for over 1 200 PhD students. ITC will launch the Frontier Technology
Research Support Scheme, with a view to attracting international top-notch talents
to conduct basic research in frontier technologies in Hong Kong and nurture local
researchers.

According to the report "Hong Kong Innovation Activities Statistics 2023"
released by the Census and Statistics Department in December 2024, the number
of R&D personnel has reached 43 403 in 2023, which has increased steadily over
the years.

©)

With an aim to enhance the I&T ecosystem and Hong Kong’s
competitiveness on the I&T front, the Government has been promoting
collaboration among the industry, academic and research sectors through various
measures, and adopting a multi-pronged approach to support commercialisation
of R&D outcomes of local universities. For example, the $10 billion Research,
Academic and Industry Sectors One-plus Scheme under the Innovation and
Technology Fund (ITF) funds, on a matching basis, research teams from
universities with good potential to become successful start-ups to transform and
commercialise their R&D outcomes, while industry sponsorship is a mandatory
requirement. Furthermore, ITF will continue to provide annual funding to the
Technology Transfer Office of each of the eight UGC-funded universities, thereby
supporting the development of innovative ideas and R&D outcomes into new
products or services. The R&D centres set up by the Government have also been
taking forward industry-driven applied R&D work that suits market needs and
transferring technologies to the industries through contract researches, licensing



arrangements, etc. to commercialise their R&D outcomes. Meanwhile, the
Government facilitated the establishment of the Hong Kong New Industrialisation
Development Alliance. Pooling together talents and resources from various
fields, the Alliance aims to serve as a platform for collaboration among the
Government, industry, academia, research and investment sectors. With a view
to promoting co-operation among enterprises and organisations, we believe that
the Alliance will also be conducive to the promotion of transformation and
commercialisation of R&D outcomes.



LEGCO QUESTION NO. 15
(Written Reply)

Asked by Hon CHAN Kin-por _ Date of meeting :
21 May 2025
Replied by :

Chief Secretary for Administration

Reply

President,

Based on the information provided by the Judiciary, the Government's reply is as
follows:

(1)

In the past three years (2022-2024), around 80% of cases filed in the Small Claims
Tribunal (“SCT”) involve claim amounts of $50,000 or less. The breakdown of
the relevant cases by respective claim amounts is as follows:

Claim amount (HKS) Number of cases filed

2022 (%) 2023(%) 2024(%)
< 25,000 26 483 (64%) 33 817 (65%) 39 510 (69%)
> 25,000 - < 50,000 6 329 (15%) 7 820 (15%) 8 180 (14%)
> 50,000 - < 75,000 8 702 (21%) 10 667 (20%) 9764 (17%)
Total 41 514 (100%) 52 304 (100%) 57 454(100%)

Note: In the past three years (2022-2024), a total of more than 1.6 million cases
were filed in all levels of court (including the Court of Final Appeal, the High
Court, the District Court, the Magistrates' Courts and various Tribunals), and
about 10% of them were filed in the SCT. However, we should note that since the
jurisdiction, case types and resources of courts at different levels vary, the
caseloads among them should not be directly compared.

) to (3)

The SCT adopts a less formal approach to proceedings, providing a relatively
quick and less costly avenue for litigants to resolve civil disputes involving lower



claim amounts. One of the features of the proceedings in the SCT is that legal
representation is not allowed. In considering any proposal for adjustment to the
jurisdictional limit of the SCT, the Judiciary will comprehensively and
objectively analyse all relevant factors, including the functions of the SCT, the
demand for its services and its operational impact, changes in economic indicators
and views of stakeholders, so as to ensure an appropriate distribution of cases
between the District Court and the SCT, thereby enhancing access to justice for
the members of the public in need.

The jurisdictional limit of SCT was increased from $50,000 to $75,000 with effect
from 3 December 2018. Since then, the Judiciary has been closely monitoring the
caseload of the SCT. According to the Judiciary’s case statistics from 2019 to
2024, while the total number of cases filed to SCT has increased by 2.8% from 55
879 to 57 454, those cases involving claim amounts exceeding $50,000 has been
substantially reduced by 32% from 14 315 (26% of total number of cases) to 9
764 (17% of total number of cases).

The average court waiting times of the SCT in 2023 and 2024 recorded at 35 and
41 days respectively, which were within the target waiting time of 60 days. It
should be noted that waiting times of the SCT is only one of the indicators of its
operation, and do not reflect the substantial resources involved in the process of
cases by the SCT, particularly on the part of the Adjudicators and Tribunal
Officers in assessing, liaising with litigants / parties and facilitating settlement of
cases through alternative dispute settlement out of court (including mediation)

instead of trial proceedings. Such cases accounted for around 90% of the cases
disposed of at the SCT.

In the light of the above, the Judiciary considers that the jurisdictional limit of the
SCT is currently at an appropriate level, and has no plan to make adjustments at
the moment. The Judiciary will continue to keep relevant factors mentioned
above under review to assess whether there is a need to adjust the jurisdictional
limit of the SCT in the future, thereby ensuring appropriate distribution of cases
between the District Court and the SCT.

THE END



LEGCO QUESTION NO. 16

(Written Reply)
Asked by Hon CHAN Yung Date of meeting :_21 May 2025
Replied by :
Secretary for  Constitutional and
Mainland Affairs
Reply
President,

Having consulted the relevant bureaux, a consolidated reply in
response to the questions raised by Hon CHAN Yung is as follows:

This year marks the 80th anniversary of victory in the War of
Resistance as well as the victory of the World Anti-Fascist War.  As
mentioned in the reply in February this year, the Working Group on Patriotic
Education led by the Chief Secretary for Administration has been co-ordinating
the relevant bureaux and departments in launching a series of commemorative
activities, and relevant preparations are progressing steadily. A diverse range
of activities with rich content are under planning, including a memorial
ceremony, thematic exhibitions, educational programmes for the public and
students, enhancement of hiking trails and related tourism supporting facilities,
as well as production of thematic videos for extensive promotion, etc.
Through such activities, we hope the members of the public would remember
history and pay tribute to the martyrs. Specific examples include:

(1) The HKSAR Government will host a solemn official ceremony at the
Hong Kong City Hall Memorial Garden on 3 September, the Victory
Day of the War of Resistance, to honour the occasion;

(2) The Home Affairs Department will provide funding and support to
organisations for staging commemorative activities in the community,
for instance, talks by veterans to recount their experiences during the
War, and film show about the War, etc., with a view to deepening the
understanding among members of the public about the historical

1



3)

4

)

(6)

events of the War on the Mainland and in Hong Kong, and fostering
their sense of patriotism;

The Hong Kong Museum of History of the Leisure and Cultural
Services Department (“LCSD”) is working with the National Museum
of China on co-organising a large-scale thematic exhibition; the Hong
Kong Museum of the War of Resistance and Coastal Defence will
jointly organise a thematic exhibition with the Guangdong Museum of
Revolutionary History; and the LCSD will also organise a thematic
talk “Reapproaching the Japanese Occupation of Hong Kong from
interactive map, 1941-1945” and a book display “Days of War” at the
Hong Kong Central Library, as well as book displays, photo
exhibitions and thematic talks at public libraries in different districts.
Besides, the LCSD is planning for an array of workshops, field trips,
and film screenings, etc.;

The Education Bureau is planning a series of activities including an
academic seminar on the 80th anniversary of victory in the War of
Resistance, a lecture on the historical contributions of the Hong Kong
and Kowloon Independent Brigade of the East River Column, roving
exhibitions at schools on the history of the War , a territory-wide comic
creative competition for secondary school students on the theme of the
War, and field study tours on the history of the War on the Mainland
and in Hong Kong etc.;

Through the “HYAB Funding Scheme for Youth Exchange in the
Mainland” in 2025-26, the Home and Youth Affairs Bureau (“HYAB”)
provides funding to around 20 non-governmental organisations to
organise youth exchange programmes with the theme of the 80th
Anniversary of Victory in the War of Resistance, offering around
1 000 places. Also, the HYAB will coordinate the youth uniformed
groups and non-governmental organisations in organising the relevant
activities;

The Agriculture, Fisheries and Conservation Department (“AFCD”) is
enhancing the tourism supporting facilities of hiking trails with
historical significance during the War, including the Lion Rock
Historic Walk, Shing Mun War Relics Trail and Luk Keng War Relics
Trail, etc. The AFCD also installed interpretation panels at the
Robin’s Nest Country Park to introduce the war relics there and the

2



contributions of nearby villagers during the War, and produced and
broadcast videos on social media platforms to let the public learn about
the war history in the Robin’s Nest and Lin Ma Hang areas; and

(7) The Information Services Department is producing a mini drama
themed “Commemorating the 80th Anniversary of Victory in the War
of Resistance”.

The specifics of the above activities are being worked out. We would
announce the details in due course. Apart from the abovementioned
activities which are spearheaded by government bureaux/departments, we
understand that many community groups or organisations also intend to
organise commemorative activities in various forms.

Regarding the promotional plans for the 15th National Games (“NG”),
the 12th National Games for Persons with Disabilities (“NGD”) and the 9th
National Special Olympic Games (“NSOG”), the HKSAR Government has
been launching territory-wide publicity and promotion campaigns through
various channels to enhance awareness and interest in the 15th NG and the
12th NGD and 9th NSOG across different sectors of the community. The
initiatives include conducting multi-channel publicity through traditional
media, social media, city dress-up and roving exhibitions; organising
community engagement and school promotion activities in collaboration
with local organisations and schools; hosting featured events such as athlete
exchanges and sports experience activities in partnering with sports
organisations; and establishing a dedicated website and mobile applications
for digital promotion.

The next stage of our promotional efforts is to translate awareness into
action to welcome the NG, NGD & NSOG to be held at the end of this year.
In addition to organising diversified activities, such as the 100-day
countdown, torch relay, Sport For All Day, etc., we will also enhance
publicity and city dress-up to foster a welcoming atmosphere, boost
enthusiasm and participation in the Games, and encourage all Hong Kong
citizens and visitors to support the competitions and cheer for Hong Kong
and national athletes.

The NG, NGD & NSOG will be co-hosted by Guangdong, Hong Kong
and Macao for the first time, marking also Hong Kong’s inaugural
participation as a co-host. This collaboration has great significance in

3



raising Hong Kong’s profile for organising mega sports events, advancing
the development of sports industry across the Guangdong-Hong Kong-
Macao Greater Bay Area, and fostering stronger people-to-people bonds.
Through various publicity efforts, we aim to raise public awareness that the
Games represent a major important national event while showcasing Hong
Kong’s commitment as the host city, highlighting the seamless co-operation
among Guangdong, Hong Kong and Macao, and underscoring the
professionalism in event organisation and the sportsmanship of the athletes
— all of which serve to deepen the national pride of Hong Kong people. We
have specifically recruited 2 000 youth group volunteers to further
strengthen their sense of belonging to our country, promote people-to-people
exchanges between Hong Kong and the Mainland, and cultivate the spirit of
patriotism.

The 80th anniversary of victory in the War of Resistance and the NG,
NGD & NSOG are an excellent entry point for promoting patriotic education.
Winning the War of Resistance is a great victory of the national spirit with
patriotism at its core. It is of great historical significance and is an essential
component for patriotic education. On the other hand, the NG, NGD &
NSOG together is a national mega sports event. The co-hosting of the event
by Guangdong, Hong Kong and Macao would strengthen bonding among
people, and is an excellent opportunity to disseminate the message of
patriotism. The HKSAR Government will conduct the publicity work of
the two events under the overarching theme of patriotic education, with a
view to promoting the messages of patriotism and cultivating a sense of
belonging to the country among the public. Considering that the two events
have their own distinctive meaning and focus in publicity, the HKSAR
Government will launch targeted publicity on the two events at different
points in time, and in an orderly manner, so as to ensure that the core message
of the respective event will be fully delivered and the respective impact of
the two events maximised, thereby enriching the patriotic education
experience of the public.



LEGCO QUESTION NO. 17
(Written Reply)

Asked by Dr Hon TIK Chi-yuen Date of meeting : 21 May 2025

Replied by : Secretary for Health

Reply

President,

The Government introduced the Pilot Accredited Registers Scheme for
Healthcare Professions (AR Scheme) in end-2016 to optimise the society-based
registration regulatory regime, ensure professional standards of healthcare
professionals and enhance information transparency, thereby facilitating the
selection of qualified healthcare service providers by the public. The Jockey Club
School of Public Health and Primary Care of the Chinese University of Hong
Kong has been appointed as the Accreditation Agent of the AR Scheme to carry
out accreditation procedures for participating healthcare professional bodies.
Relevant healthcare professional bodies will only be granted accreditation status
upon passing the accreditation assessment.

The reply in response to the question raised by Dr Hon TIK Chi-yuen is as
follows:

L) to (3)

Pilot Accredited Reqisters Scheme for Healthcare Professions

The AR Scheme is operated according to the principle of “One Profession,
One Professional Body, One Register”. To ensure effective governance
structures in professional bodies and professional standards of their members, the
Accreditation Agent has established accreditation standards to be met by
professional bodies on: (1) governance, (2) operational effectiveness, (3)
standards for registrants, (4) educational and training requirements, and (5)
management of the register. The Accreditation Agent will review the
accreditation standards from time to time, taking into consideration relevant
researches, evidence, policies, regulations and developments in healthcare
professions, and consult stakeholders. Accreditation standards of the AR Scheme



are published on its dedicated website. As specified in the publicly available
information, if an applying professional body disagrees with the Accreditation
Agent’s decision regarding its application for accreditation and can demonstrate
that there are grounds for appeal, it may submit an appeal to the Appeal Board of
the AR Scheme. After making a determination on the appeal, the Appeal Board
will provide the applying body with a written response explaining the reasons for
its determination.

The AR Scheme accepted applications from late December 2016 to
mid-February 2017, during which a total of 15 applications were received from
healthcare professions. After assessment of the applications, the Accreditation
Agent determined that five healthcare professions met the eligibility criteria to
undergo the accreditation process, namely speech therapists, clinical
psychologists, educational psychologists, audiologists, and dietitians. Since 2018,
one professional body from each of the five healthcare professions has passed the
accreditation assessment and was granted full accreditation status. The five
accredited professional bodies have already passed the accreditation assessment
in two accreditation cycles. The Accreditation Agent has commenced a review on
the effectiveness of the first accreditation cycle and will make recommendations
on enhancing the AR Scheme and the way forward. It will soon finalise the final
report for submission to the Government. Preliminarily, the Accreditation Agent
affirms that the AR Scheme has been operating smoothly in general and has
achieved the objective of ensuring professional standards of healthcare
professionals, while enabling members of the public to make decisions in
choosing healthcare services by providing them with more information.

Considering the development of the other healthcare professions, the
Government will continue to make reference to the review and recommendations
of the Accreditation Agent in driving forward the AR Scheme. We have at
present no plan to further expand the scope of professions covered by the AR
Scheme.

(4) and (5)

In general, modes of regulation of healthcare professions include
mandatory statutory registration regime, registration under accredited schemes
and voluntary registration under a society-based arrangement, with different
levels of regulation on professions. A mandatory statutory registration regime is
not the only effective mode of regulation, nor is it applicable to the actual
situation of all healthcare professions.

The Government’s policy on the regulation approach for healthcare
professions is to adopt a risk-based approach in determining the most suitable



mode of regulation applicable to an individual healthcare profession, based on the
level of risk posed on public health, healthcare quality and public safety when
providing services. In general, the Government will prioritise the implementation
of mandatory statutory registration for healthcare professionals involved in
medical procedures which are invasive or of a higher risk. At the same time, the
Government will also maintain communication with the professions and regulate
healthcare professions taking into consideration the actual situation of their
development.

The purpose of introducing the AR Scheme is to encourage individual
healthcare professions to implement a voluntary registration arrangement under
the principle of professional autonomy, so as to enhance the representativeness of
healthcare professional bodies, forge consensus and promote professional
development. Accredited bodies should focus on strengthening the promotion of
their accreditation status and enhancing their professional representation in order
to attract more healthcare professionals to apply for registration. Under the
risk-based approach, the Government has at present no plan to legislate in respect
of the relevant healthcare professions to set up statutory registration regimes.



LEGCO QUESTION NO. 18

(Written Reply)
Asked by Hon TANG Ka-piu, Date of meeting : 21 May 2025
Replied by : Secretary for
Development

Reply:

President:

Replies to Hon. TANG Ka-piu’s questions are as follows:—

(1)and (2) The site of the former St. Joseph’s Home for the Aged is zoned
“Comprehensive Development Area” in the relevant outline zoning plan.
According to the Town Planning Ordinance, developers must submit a
Master Layout Plan (MLP) to the Town Planning Board (TPB) for approval
through a planning application. The plan should set out the floor space for
different uses, the layout and height of buildings, and information about the
public facilities, etc. Only after the planning application is approved may
developers proceed with the development, including the construction works.

As pointed out by the questions, the developer has withdrawn its planning
application submitted in 2021. In fact, the developer has submitted, and
obtained approval for, a number of planning applications in the past, and the
MLP currently in effect is planning application A/K12/34-2 approved by
TPB in February 2010. The building plan approved by Buildings
Department (BD) in July 2024 was based on this approved planning
application.

According to the MLP under planning application A/K12/34-2, the proposed
development includes five residential towers of 54 stories, involving 2 058
flats and an estimated population of around 5 800 residents, a seven-storied
podium for shops, restaurants, residential care home for the elderly,



3)

4)

kindergarten, recreational facilities, and carparking facilities, as well as a
four-level basement with shops and carpark. The proposed development
will provide around 530 private car parking spaces, around 60 motorcycle
parking spaces, around 80 light goods vehicles parking spaces, and one light
bus parking space. It will also provide around 50 loading/unloading bays,
among which five are for the residential portion while more than 40 are for
the shops and restaurants. In terms of floor area, the gross floor area (GFA)
of the proposed development is around 201 000 metre square, among which
domestic and non-domestic GFA are around 137 000 and 63 800 metre
square respectively. The non-domestic GFA includes around 53 500 metre
square of commercial GFA and around 4 600 metre square of community
facility GFA. The public open space will be no less than 2 200 metre
square.

We have no information on the latest intake date of the development (e.g.
residential flats). According to the land lease, before the end of the building
covenant period set out in the land lease (i.e. 30 September 2028), the
developer has to complete the construction of the minimum GFA stipulated
(i.e. 60% of the maximum GFA allowed) and secured the occupation permit
from BD. The land lease also stipulates that certain facilities need to be
completed by a certain date, such as the public light goods vehicles parking
spaces, as well as the footbridge to Choi Wan Estate, etc.

The Villa, Gate House, and Dormitory A of the former St. Joseph’s Home for
the Aged were confirmed by the Antiquities Advisory Board as Grade 2
historic buildings in February 2010. When TPB approved planning
application A/K12/34-2 in 2010, one of the approval conditions requires the
owner(s) to submit and implement a conservation management plan (CMP)
for the three historic buildings. According to the CMP submitted by the
owner(s) in 2013, the three historic buildings will be preserved in-situ and
revitalized for adaptive reuse. A heritage exhibition area will be set out to
display relevant artifacts and public visit arrangements will be formulated.
The Antiquities and Monuments Office will continue to provide professional
technical advice from the heritage conservation perspective to the owner(s)
and relevant government departments to ensure proper conservation of the
three historic buildings.

As aforementioned, the MLP currently in effect is planning application
A/K12/34-2 approved in 2010. The land lease, which is based on said MLP,
has stipulated that the developer is responsible for the design, construction,
and maintenance of the footbridge linking the development to Choi Wan
Estate, and the footbridge should be barrier-free and accessible round the



(5)

clock. According to the land lease, the developer only has to reserve space
for and construct the connection of the pedestrian link to Chot Hung MTR
Station.

Transport and Logistics Bureau (TLB) advised that the developer has already
conducted traffic impact assessment for the development concerned when
making planning applications in the past, and supplemented
information/updated the assessment subsequently in view of developments
in the district, so as to ensure that the development concerned will not have
significant impacts on local traffic. The last update of the assessment was
in March 2024. When updating traffic impact assessment, the developer
took into consideration planned and due-for-completion development
projects nearby. For example, the updated assessment has taken into
account Ngau Chi Wan Village public housing project. According to the
traffic impact assessment updated in March 2024, the development
concerned will not cause insurmountable traffic impacts upon
implementation of related traffic improvement measures.

To facilitate the implementation of the development, the developer will carry
out a series of traffic improvement measures, which mainly include:

(1) Provision of new bus laybys on Clear Water Bay Road (on the
kerbside outside the development) to facilitate relocation of the
existing bus and minibus stops outside Ngau Chi Wan Market to the
new bus laybys and the nearby public transport terminus, so as to
alleviate the traffic congestion outside Ngau Chi Wan Market caused
by boarding/alighting of bus and minibus passengers;

(2) Construction of a covered footbridge across Clear Water Bay Road
for connection to New Clear Water Bay Road (near Sau Man House,
Choi Wan (1) Estate) and the existing covered footbridge across
Clear Water Bay Road, removal of the existing at-grade pedestrian
crossing at the junction of Clear Water Bay Road and New Clear
Water Bay Road, and adjustment of the traffic signal control at the
junction to meet the future traffic demand and to increase the traffic
capacity of the junction; and

3) Extension of the existing Ping Ting Road East by constructing an
elevated carriageway to connect to the vehicular access of the
development, and implementation of traffic management plan at the
internal carpark in order to effectively divert some of the traffic away
from the vehicular access at Clear Water Bay Road.



(6)

In addition, in response to the Government’s request, the developer will
allocate sufficient space for accommodating vehicles heading to the retail
facilities to wait within the boundary of the development for access to the
carpark, so as not to affect nearby traftic.

Furthermore, the Government will conduct traffic impact assessment for the
redevelopment of Choi Hung Estate, which will take into account the traffic
impact arising from the aforementioned private development, and will
also take the opportunity of redeveloping Choi Hung Estate to explore
feasible options to improve road traffic at Choi Hung Interchange and
surrounding areas.

TLB advised that the proposed Choi Hung East Station of the Smart and
Green Mass Transit System in East Kowloon will be located on the east side
of the development concerned, and space will be reserved in the design to
retain the feasibility of extending the system to the northwest in the future.
Following the principle of minimizing impact on private land, the
Government will maintain close communication and collaboration with the
developer of the development concerned to facilitate the construction works
of the system.



LEGCO QUESTION NO. 19
(Written Reply)

Asked by : Hon Adrian HO Date of meeting : 21 May 2025

Replied by : Secretary for Commerce
and Economic Development

Reply:

President,

The Special 100% Guarantee Product of the SME Financing Guarantee Scheme
(SFGS) was launched in 2020 and its application period ended in end March
2024. The consolidated reply of the Government to the question is as follows.

Under the SFGS, a defaulted loan overdue for more than 90 days, with its default
claim process commenced or completed, will be considered as a bad debt. As at
end April 2025, the cumulative default rates of the 80%, 90% and Special 100%
Guarantee Products under the SFGS were about 5.2%, 4.2% and 15.6%
respectively, lower than the assumed overall default rates (12%, 16% and 25%
respectively).

HKMC Insurance Limited (HKMCI) has been working closely with lending
institutions on properly handling the default cases. In the event that a borrowing
enterprise defaults on repayments, the lending institution will first discuss a
feasible repayment plan with the borrowing enterprise, e.g. repaying only the
interest or part of the principal during a transition period, so that the borrowing
enterprise can continue its operation while making a debt restructuring
arrangement as soon as possible, with a view to gradually resuming normal
repayments. If the lending institution and the borrowing enterprise could not
reach agreement on the repayment or the latter refuses to cooperate, the lending
institution will consider taking appropriate recovery/legal actions in accordance
with its policy and prevailing commercial practice, including requesting the
enterprise and guarantor to repay the loan, filing a petition for winding-up and/or
bankruptcy with the court, etc. with a view to reducing the loss of the
Government.

As at end April 2025, lending institutions (including through their debt collection
agencies) have been taking recovery actions against around 5 400 default cases of
the Special 100% Guarantee Product, and have already taken/are taking legal



actions against 3 500 cases (including cases where the relevant creditors have
applied for liquidation/bankruptcy against the borrowing enterprises due to the
latter’s default on debts other than the Special 100% Guarantee Product). The
outstanding amounts have been recovered in full or in part from more than 30% of
the approximately 8 900 cases mentioned above upon taking relevant recovery
actions.

The SFGS is administered and managed by HKMCI. The Hong Kong Monetary
Authority is not involved in the implementation of the SFGS. The Government
needs to budget for the various expenses for implementing the SFGS every year,
including payments of servicing fee in respect of the Special 100% Guarantee
Product to the participating lending institutions, payments to HKMCI to cover the
administrative costs and the necessary out-of-pocket expenses as well as the
default claim payments. In the 2024-25 financial year, the relevant revised
estimates were $12.5 billion. Nevertheless, the actual default rates of the SFGS
are subject to change having regard to the overall economic environment and the
operational situation of individual borrowing enterprises, etc. The Government
and HKMCI will continue to monitor the situation closely, and duly adjust the
annual estimates for implementing the SFGS.

As at end April 2025, 3 519 applications of the Special 100% Guarantee Product,
involving around $10.5 billion of loans, are suspected to have involved illegal
activities, including using false instruments, providing false information or
declarations, etc. Among them, 1 512 cases (involving around $5 billion of loans)
were already rejected by HKMCI and/or the lending institutions during
application assessment, while the other 2 007 cases (involving around $5.5 billion
of loans) were found after loan drawdown. HKMCI and/or the lending
institutions have taken appropriate actions, including reporting the cases that may
have involved illegal activities to law enforcement agencies (LEAs), and
providing relevant information in accordance with the actions of LEAs.

- End -



LEGCO QUESTION NO. 20

(Written Reply)
Asked by: Hon Lillian KWOK Date of meeting: 21 May 2025
Replied by: Secretary for Home

and Youth Affairs

Reply

President,

The SAR Government has been supporting the development of social enterprises
(“SEs”) through the implementation of the Enhancing Self-Reliance Through
District Partnership Programme (the “ESR Programme”) since 2006. The ESR
Programme provides seed grants for eligible organisations to set up or expand SEs,
with a view to creating job opportunities for upgrading the skills of the socially
disadvantaged groups, or providing them with products and services to meet their
specific needs so as to help them enhance self-reliance and integrate into the
community.

In response to Hon Lillian KWOK’s question, our reply is as follows:

(1) Details on approved projects funded under the ESR Programme since 2020
by year, including the amounts of funding approved, the numbers of approved
projects together with the names of the applicant organisations, their types of
services, service targets and categories of employees, as well as the numbers of
rejected applications, are set out in the Annex.

All eligible applications are assessed by the ESR Advisory Committee (ESRAC).
The ESRAC mainly comprises non-official members from the business sector, SEs
and the professional sector. In vetting the applications, the ESRAC will consider
the nature, operation model and viability of the proposed business, the
implementation methodology and budget of the project, etc., and in particular,
whether the project can meet the objectives of the ESR Programme, that is, to
create job opportunities for the socially disadvantaged groups for enhancing self-
reliance, and will become self-financing and sustainable after the funding period.
The major reason for the unsuccessful applications was that the applicants failed
to satisfy the above considerations.

(2) and (3) Approved SE projects funded by the ESR Programme will receive their
grants in phases over a funding period of 3 years. During the 3-year funding
period and the subsequent 3-year monitoring period, the grantees are required to
submit progress reports to the Home Affairs Department (HAD) regularly, which
allows the Government to monitor the operation of the projects concerned,
including the utilisation of the grants, the employment of socially disadvantaged
groups and the financial status of the project, etc. = The HAD will also



communicate or meet with or visit the officers in charge of the approved projects
from time to time to assess the progress and performance of the projects. In the
past 5 years, a total of 80 funded SE projects continued their operation during the
monitoring period, whereas 7 SEs terminated their businesses within the 3-year
monitoring period following the lapse of funding period due to various reasons,
such as sales performance affected by the pandemic, rental/tenancy issues or
turnover of staff. The details are as follows:

Year Grantee SE Project
Joyful (Mental Health) Joyful Market (Tin Shui Wai Shop)
Foundation [Second-hand clothing store]
Kowloon City Community Sales
Christian Action Outlet
2020 [Eco-friendly second-hand shop]
The Hong Kong Sheng Kung | Good Kitchen
Hui Welfare Council [Food factory]
Oxfam Shop
Oxfam

[Fair trade retail store]
The Free Methodist Church of | Fantastic Cafe (Tuen Mun Branch)

2021

Hong Kong [ Western restaurant]
2002 S.K.H. St. Christopher’s Healtholic

Home Limited [Health product shop]
2024 Forever Peace Foundation Cleaning Power

Limited [Cleaning service company]




Annex

Services Provided

Grant Number of | Number of
C . . under the Funded .
Year Approved |Applications| Applications Grantee . Categories of Employees
($ million) | Approved! Rejected Project and
Service Targets
2020 20.3 11 100 Setting up a Chinese

The Hong Kong Employment
Development Service Limited

medicine and
physiotherapy clinic;
serving the public

under-privileged women,
unemployed, new arrivals

Surround Consultancy Limited

Setting up a
hydroponic farm to sell
hydroponic vegetables
and aquatic products;
serving the public and
organisations

under-privileged women,
elderly, unengaged youth

Concept Ming Consultancy Limited

Setting up a marketing
company; mainly
serving organisations

under-privileged women,
unengaged youth,
unemployed

Support the Employment of People

with Disabilities Limited

Opening a grocery
store; serving the
public

under-privileged women,
unemployed, new arrivals,
people with disabilities

Forever Peace Foundation Limited

Setting up a cleaning
service company;
mainly serving
organisations

unemployed, ex-offenders

Hong Yung Services Limited

Setting up a cleaning
service company;
mainly serving
organisations

under-privileged women,
unemployed, elderly,
people with disabilities

1

Applications under the ESR Programme are processed in two batches every year, that is, applications received by the end of February and by the end of August are processed separately.

Approved applications only include applications received before the closing date of the year.




Services Provided

Grant Number of | Number of
c . C . under the Funded .
Year Approved |Applications| Applications Grantee Project and Categories of Employees
. . 1 .
($ million) | Approved Rejected Service Targets
Opening a refreshment under-privileged women
Food For Good Limited shop; serving the P & ’
public unemployed
Opening an
eco-friendly .
.. : second-hand shop to under-privileged wormnen,
Christian Action sell clothes and unemployed, low-income
. : people
groceries; serving the
public
The Neighbourhood Advice-Action |Opening a coffee shop; Eﬁgzr—fr;gﬂefsiwomen,
Council serving the public gaged y ’
unemployed
Opening a unengaged youth, middle-
Chinese Young Men’s Christian begbersﬁo . servin aged who fail to adapt to
Association of Hong Kong the ublicp ’ & the changes in the job
P market
Opening a handicraft
Aroma Office Limited Workshop , serving the elderly
public and
organisations
2021 11.8 5 94 Community Engagement Workshop |Opening a cafe; under-privileged women,

Limited

serving the public

unengaged youth

The Gurkhas Group (G3S) Charity
Foundation Ltd.

Opening a South Asian
restaurant; serving the
public

ethnic minorities

Momentous Community of Creative
Compassion Company Limited

Setting up a vegetarian
food factory; serving
the public and
organisations

under-privileged women




Services Provided

Grant Number of | Number of
c . C . under the Funded .
Year Approved |Applications| Applications Grantee . Categories of Employees
($ million) | Approved! | Rejected Project and
Service Targets
Setting up a household
Silc;‘ifli(:(fes sl(;g;ﬁzny to under-privileged women,
Yan Oi Tong Limited prov & unemployed, low-income
service, escort service cople
for patients, etc.; peop
serving the public
Everbright Concern Action Limited Opemng a cafe, . §lderly, unemployed, low-
serving the public income people
2022 31.5 14 85 unengaged youth, ethnic

Hong Kong Arts Centre

Opening a gift shop;
serving the public

minorities, people with
disabilities

Tin Shui Wai Women Association

Limited

Setting up a household
services company to
provide cleaning
service, escort service
for patients, etc.;
serving the public

under-privileged women,
new arrivals

Christian Action

Opening an
eco-friendly
second-hand shop to
sell clothes and
groceries; serving the
public

under-privileged women,
unemployed, new arrivals

StarUp Wonders Limited

Opening a gift shop to
sell handicrafts
designed by people
with disabilities;
serving the public

people with disabilities,
under-privileged women,
unengaged youth




Year

Grant
Approved
($ million)

Number of
Applications
Approved!

Number of
Applications
Rejected

Grantee

Services Provided
under the Funded
Project and
Service Targets

Categories of Employees

Hong Kong Association of Youth

Setting up a social
media content
production company;

unengaged youth

Development : :
mainly serving
organisations
Setting up a vegetarian .
Youth Chain Limited light meals shop; under-privileged women,

serving the public

unemployed, new arrivals

HK Life Improvement Company

Limited

Setting up a company
to provide design
service for toys,
jewellery and gaming
products;

mainly serving
organisations

people with disabilities,
unengaged youth

Work, Sheet. Studio Limited

Setting up a production
company to produce
display boards and
paper pulp products
using eco-friendly
materials; mainly
serving organisations

people with disabilities,
unemployed

Hong Kong Jazz Bird Time Club

Opening a Western
restaurant; serving the
public

under-privileged women,
unengaged youth

Angelchild Limited

Setting up a noodle
manufacturing factory,
serving the public and
organisations

people with disabilities,
unemployed




Services Provided

Grant Number of | Number of
c . C . under the Funded .
Year Approved |Applications| Applications Grantee . Categories of Employees
($ million) | Approved' | Rejected Project and
Service Targets
Care North District Charitable Fund Opening a bea?uty apd under-privileged women,
Company Limited Massage shop; serving low-income people
the public
Opening a paper middle-aged who fail to
Dragon Origin Moral Education crafting studio; serving |adapt to the changes in the
Centre Limited the public and job market, people with
organisations disabilities
Setting up a household
services company to
Hong Kong Federation of Women’s | provide cleaning under-privileged women,
Centres service, escort service |new arrivals
for patients etc.;
serving the public
Opening a erocer under-privileged women,
Support the Employment of People < t(r)) e s egrvirgl they unemployed, new arrivals,
with Disabilities Limited ; & single parents, people with
public R
disabilities
2023 19.4 9 83 Opening a retail shop

Green Price Limited

to sell short-dated
products; serving the
public

ethnic minorities,
unengaged youth

Time To Gold Limited

Opening a
refreshment/coffee
shop; serving the
public

under-privileged women,
elderly

Hello Cocoa Limited

Setting up a chocolate
factory; serving the
public and
organisations

people with disabilities




Year

Grant
Approved
($ million)

Number of
Applications
Approved!

Number of
Applications
Rejected

Grantee

Services Provided
under the Funded
Project and
Service Targets

Categories of Employees

Ling Nam Medicines Charitable
Foundation Limited

Opening a hair
treatment salon;
serving the public

under-privileged women,
unengaged youth,
unemployed

Joint Publishing Cultural Fund
Limited

Setting up a company
to promote cultural
diversity, such as
holding school talks;
serving the public and
organisations

unengaged youth, ethnic
minorities, elderly

Barrier Free Access (HK) Limited

Setting up a company
to provide web
accessibility testing
service; mainly serving
organisations

people with disabilities

The Young Men’s Christian
Association of Hong Kong

Opening a gift shop to
sell handicrafts;
serving the public

unengaged youth

Self Strengthening Service Centre
Limited

Opening a dim sum
restaurant; serving the
public

people with disabilities,
under-privileged women,
elderly

Learning Bridge Association
Limited

Holding craft
workshops and
producing corporate
gifts; serving the
public and
organisations

unengaged youth,
people with disabilities




Services Provided

Grant Number of | Number of
c . C . under the Funded .
Year Approved |Applications| Applications Grantee . Categories of Employees
($ million) | Approved! | Rejected Project and
Service Targets
2024 9.0 4 106 Setting up a

Green Skies Company Limited

hydroponic farm to sell
hydroponic vegetables;
serving the public and
organisations

people with disabilities

Everbright Concern Action Limited

Opening a bakery;
serving the public

elderly, under-privileged
women, low-income
people

The Hong Kong Society for the
Blind

Opening a coffee shop;
serving the public and
organisations

under-privileged women,
people with disabilities

The Gurkhas Group(G3S) Charity
Foundation Ltd.

Setting up a halal food
factory; serving the
public and
organisations

ethnic minorities, under-
privileged women,
unengaged youth




LEGCO QUESTION NO. 21
(Written Reply)

Asked by Hon Elizabeth QUAT Date of meeting: 21 May 2025

Replied by: Secretary for Education

Reply:

President,

The Education Bureau (EDB) attaches great importance to the mental health of
students, and has been proactively providing support for schools in adopting the
Whole School Approach (WSA) at three levels, namely “Universal”, “Selective”
and “Indicated”, to promote student mental health and enhance support for
students with mental health needs (including those with suicidal risks). The EDB
also collaborates with other bureaux/departments and different stakeholders to
take care of students with mental health needs and provide them with support in
different aspects through cross-departmental, multi-disciplinary and cross-sector
collaboration. In consultation with the Social Welfare Department (SWD), our
reply to the question raised by the Hon Elizabeth Quat is as follows -

(1)

The EDB has been continuously enhancing training to strengthen school
personnel’s knowledge and skills in early identification and support for students
with mental health needs. The core elements of the Guiding Framework for
Teacher Education Programmes formulated since 2023 have included supporting
students with various learning and developmental needs. The programmes have
also enriched in the content relating to special education, which includes
knowledge and skills for supporting students’ mental health. Regarding in-
service teacher training, the EDB provides teachers with structured programmes,
1.e. Basic, Advanced and Thematic Courses to enhance teachers’ professional
capacity in catering for students with special educational needs, including those
with mental health needs. One of the Thematic Courses focuses on delving deeply
into the characteristics of students with mental illness, practical strategies and
skills, as well as effective support measures and practices. Moreover, the EDB
also organises thematic teacher training for school personnel from time to time,



and provides gatekeeper training for teachers on a regular basis so as to strengthen
their ability to identify and support students with mental health needs.

In addition, the EDB has launched parent gatekeeper training and “the Peer
Power - Student Gatekeeper Training Programme” to enhance the parents and
students’ knowledge, confidence and practical skills as gatekeepers, thereby
assisting in early identification and support for students with emotional distress,
enabling them to seek help when encountering difficulties. Schools also organise
various mental health promotion activities to enhance all teachers and students’
understanding and awareness about mental health.

2)

Life education (including life and death education) is an indispensable part of
values education in schools. The Values Education Curriculum Framework (Pilot
Version) published in 2021 has identified “strengthening life education” as one of
the key emphases of the curriculum. It sets out the expected learning outcomes
related to life education at different key learning stages, including understanding
of the life cycle - birth, ageing, illness and death. The EDB has all along supported
schools in integrating the learning context and content of life education into
various subjects and life-wide learning activities through the approaches of
“organic integration”, “natural connection”, “diversified strategies”, “mutual
coordination”, “learning within and beyond the classroom” and “whole-school
participation”. These help students cultivate proper values, understand the
finiteness of life and learn to face challenges in life with a positive and optimistic
attitude, as well as perseverance from an early age. Many schools have developed
school-based life education curriculum and organised various thematic
experiential learning activities. For instance, rearing small animals on campus,
or, where appropriate, arranging for students to visit hospitals or to learn about
the funeral industry. These activities help students understand the nature, values
and meaning of life from the cognitive and affective perspectives with first-hand
experiences, thereby learning to respect and cherish their own lives and those of
others. Through these activities, students may learn to face loss and separation
and handle the emotions that arise from such experiences.

The EDB seeks to understand the implementation of life education in schools and
identify their needs through means such as school visits and inspections.
Appropriate ongoing support is rendered to schools by providing them with
learning and teaching resources, and organising professional development
programmes for teachers, aiming to enhance students’ understanding of the life
journey and help them develop an optimistic attitude towards cherishing life so as
to lead a meaningful and healthy life.



3)

The EDB cultivates a healthy, harmonious and safe school environment through
the implementation of the WSA, multi-disciplinary collaboration (including
teachers, student guidance personnel (SGP), school social workers and school-
based educational psychologists) and home-school cooperation. Currently, public
sector primary schools and secondary schools implement the measures of “one
school social worker for each school” and “two school social workers for each
school” respectively. According to students’ needs, schools may also flexibly
deploy grants provided by the Government or pool together other school resources
to employ appropriate SGP outside the regular staff establishment (such as
employing teachers or professionals with qualifications in guidance or other
equivalent qualifications) to provide additional guidance services or procure
related services from organisations.

Prevention of school bullying and student suicide are both important components
in cultivating a healthy, harmonious and safe school environment. The EDB has
all along been adopting a “zero tolerance” policy, requiring all public sector
schools to implement proactive measures and adopt the WSA in formulating and
implementing anti-bullying policies, as well as handle and follow up cases in
accordance with the School Administration Guide and EDB circulars. In addition,
the EDB adopts a multi-pronged approach, including school curriculum, teaching
materials, diversified activities, teacher training and sharing of successful
experiences, to assist schools in implementing their anti-bullying measures more
effectively.

Regarding the prevention of student suicide, the EDB has all along been
encouraging schools to adopt the WSA in taking care of students’ mental health
at three levels, namely “Universal”, “Selective” and “Indicated”. In addition, the
Government has implemented the Three-tier School-based Emergency
Mechanism in all secondary schools in Hong Kong since December 2023. By
working together with schools, parents and other stakeholders in the community
as well as pooling together the schools’ multi-disciplinary teams, the “off-campus
support network™ organised by SWD and medical services provided by Hospital
Authority, relevant support measures are enhanced with a view to preventing
suicide more effectively. In addition, the EDB has been implementing the “4Rs
Mental Health Charter” (the 4Rs Charter) to promote mental health in schools in
a more comprehensive and systematic manner since the 2024/25 school year. The
4Rs Charter encourages schools to take concrete actions to implement measures
and organise activities to help students develop healthy habits and positive
interpersonal relationships, strengthen their resilience, thereby improving their
physical and psychological well-being.



As the WSA and multi-disciplinary collaboration can provide comprehensive
student counselling and support services, and each school has its own multi-
disciplinary team, together with the establishment of social workers, the off-
campus support network, and provision of grants, the existing arrangement
enables schools to provide professional services on the one hand, and also
provides schools with sufficient resources and flexibility to hire or procure
additional guidance services. Thus, the EDB has no plans to create posts of
“school life coordinators”, “suicide prevention” and “bullying prevention” task
forces, or implement the “one school counsellor for each school” measure in

schools.

4

Starting from the 2023/24 school year, the EDB has launched the “Mental Health
Literacy” resource packages suitable for students at different key learning stages.
Two important themes in the resource packages are reducing the stigmas attached
to people with mental illness and encouraging peers to seek help when they have
mental health needs. With reference to the resource packages, schools and parents
can promote mental health literacy to students in a systematic manner, guiding
students to learn about help-seeking knowledge, attitude and methods, which
includes getting to know the resources available in school, community and on the
internet. In addition, the EDB has collaborated with the SWD to arrange for non-
governmental organisations to visit secondary schools in need and organise
mental health activities since February 2024, so as to enhance students’ awareness
of mental health and help-seeking.

)

The Quality Education Fund (QEF) has all along been establishing professional
sharing platforms for schools to share their good practices with a view to
promoting the professional exchange amongst teachers, by implementing the
“QEF Thematic Networks” (QTNs). The “QTN on Promoting Wellness in
School” was one of them. Its aim was to develop and strengthen students’
resilience and promote their mental wellness. According to the evaluation data
collected from surveys, observation forms, teacher and student focus group
interviews, etc., the project had been well received by the participating schools.
The QEF will continue to implement a variety of QTNs to dovetail with the latest
curriculum development and the needs of students.

(6)

The Government attaches great importance to supporting children, young people
and their families (including single-parent/separated families) and adopts an
integrated approach to provide those in need with prevention, early identification,

4



as well as timely intervention and rehabilitation services to enhance their mental
health. Relevant bureaux/ departments (including the EDB and the SWD), non-
governmental organisations and other community stakeholders provide support
services for children and young people with mental health needs through multi-
disciplinary and cross-sector collaboration. School social workers will also
collaborate closely with relevant service units in the community, such as
Integrated Children and Youth Services Centres and Integrated Family Service
Centres and refer students and their families to appropriate support services
having regard to their needs.

(7

The Government has been promoting the development of vocational and
professional education and training (VPET) through the strategy of fostering
industry-institution collaboration and diversified development under a multi-
pronged approach to provide a high-quality and diversified pathway with multiple
entry and exit points to young people. Amongst others, to enhance the VPET
articulation pathway and strengthen the status of VPET at degree level, the
Government has been promoting the establishment of universities of applied
sciences (UAS), to provide applied degree programmes with an applied focus
blending theory and practice, and closely collaborate with professional skills
sectors to incorporate substantial internship and work-based learning
opportunities in other degree programmes to help students develop applied skills.
The Government announced in March and November 2024, respectively, that
Hong Kong Metropolitan University and Saint Francis University had become the
first two UAS in Hong Kong after having gone through stringent procedures and
reviews. The Government has also allocated $100 million to support UAS and
VPET institutions to establish the Alliance of UAS in November 2024 to embark
on joint promotion with the supporting organisations and stakeholders, in order to
elevate the recognition of VPET and promote its development.

-End-



LEGCO QUESTION NO. 22
(Written Reply)

Asked by : Hon Jimmy NG Date of meeting : 21 May 2025

Replied by : Secretary for Commerce
and Economic Development

Reply

President,

Having consulted the Census and Statistics Department (C&SD), the consolidated
reply to the question raised by the Hon Jimmy Ng is as follows:

According to the results of the Quarterly Survey of Employment and Vacancies
conducted by C&SD, as of the end of 2024, the number of establishments in
alcoholic beverage-related industries™*, covering liquor, wine, beer, etc., was
around 2 130 with approximately 6 720 persons engaged, representing an
increase of 110 establishments and a decrease of 270 persons respectively
compared to the end of 2023. Nonetheless, C&SD does not compile statistics
broken down by type of alcoholic beverage. In fact, most companies selling
alcoholic beverages also sell liquor and other alcoholic beverages at the same
time, making it difficult to distinguish businesses specifically related to liquor.

Since the reduction of duty rate on high-end liquor until late April this year (i.e. a
6.5-month period), we note that the volume of duty-paid liquor imported (in litre)
rose by more than 15% as compared with the 6.5-month period before the
reduction of duty rate, while its value went up significantly by nearly 60%,
reflecting that the two tier system introduced by the Government is effective in
boosting high-end liquor trading. Moreover, the trade grasped the opportunity
brought about by the reduction of liquor duty and organised various kinds of wine
and spirits fairs, in which the proportion of liquor on sale has evidently risen.
Some liquor traders have also lowered the prices of liquors. The response of the
market has been positive.



We understand that the trade welcomes the measure and considers it conducive to
increasing business opportunities. Regarding the suggestion from some members
of the trade that the Government should further reduce or even abolish the duty
for liquor, we would like to reiterate that the purpose of lowering liquor duty is to
encourage the trade and auctions of high-end liquor in Hong Kong, thereby giving
impetus to the development of other high value-added sectors such as logistics
and storage, tourism as well as high-end food and beverage consumption. At the
same time, we are also mindful of the need to avoid increasing liquor
consumption among the public as a result of reducing liquor duty, thereby leading
to other problems.

When introducing the relevant measures, the Government has fully balanced
different policy considerations such as promoting economic development,
maintaining stable public finances and protecting public health. We will closely
monitor the development of the liquor trade and review the effectiveness of the
measures in a timely manner. Any further adjustments will require careful
consideration of the impact on different aspects with prudent planning.

Note: Alcoholic beverage-related industries refer to manufacture of beer, manufacture of alcoholic beverage other
than beer, export trading of alcoholic drinks, import for wholesale of alcoholic drinks, wholesale of alcoholic
drinks, and retail sale of alcoholic beverages in specialised stores.

- End -



Appendix 2

Stablecoins Bill

Committee Stage

Amendments moved by the Secretary for Financial Services and the Treasury

Clause Amendment Proposed

4(1)(a)(11) By deleting “or stores of economic value specified under subsection
(2)(a); or” and substituting “specified under subsection (2)(a);”.

4(1)(a) By adding—

“(i1a) one or more stores of economic value specified under
subsection (2)(b); or”.

4(1)(a) By deleting subparagraph (iii) and substituting—
“(i11) a combination of any 2 or more of the following—
(A) one or more official currencies;
(B) one or more units of account mentioned in subparagraph
(ii);
(C) one or more stores of economic value mentioned in
subparagraph (iia); or”.

4(1)(b) By deleting “(2)(b)” and substituting “(2)(c)”.

4 By deleting subclause (2) and substituting—
“(2) The Monetary Authority—

(a) may, by notice published in the Gazette, specify a unit of
account for the purposes of subsection (1)(a)(i1);

(b) may, by notice published in the Gazette, specify a store of
economic value for the purposes of subsection (1)(a)(iia);
and

(c) may, by notice published in the Gazette, specify either or
both of the following for the purposes of subsection

(D(b)—

(1) a digital representation of value;


rhywong
Appendix 2


9(5)

12

25(1)

333)(d)
41(2)(b)
84(1)(b)
108(1)

112(8)

122(4)(c)

124(2)

132

(i1) a class of digital representations of value.”.

In the definition of permitted offeror, by adding—

“(ba) a person who is granted a licence under section 8F of the
Payment Systems and Stored Value Facilities Ordinance (Cap.
584);”.

In the heading, by deleting “acquire etc.” and substituting “enter into
agreement involving”.

By deleting “As soon as practicable after it appears to a licensee that it is
likely to become unable to meet its obligations, is insolvent or is about to
suspend payment, it must” and substituting “If a licensee is likely to
become unable to meet its obligations, is insolvent or is about to suspend
payment, the licensee must immediately”.

In the Chinese text, by deleting “{T-{a]”.

In the English text, by deleting “licence,” and substituting “licence”.
By deleting “as a” and substituting “as such a”.

In the Chinese text, by deleting “&{<}” and substituting “J&E¥}.

In the Chinese text, by deleting “41EEE(7)FXFTETHY” and substituting
“NEE(TFKFET.

In the Chinese text, by adding “Jf|Z5” after “#E{THY”.

By deleting paragraph (b) and substituting—

“(b) aperson who is appointed under section SA(3) of the Exchange
Fund Ordinance (Cap. 66) to assist the Monetary Authority but
who is not an investigator.”.

By deleting subclause (2) and substituting—

“(2) If the Monetary Authority decides to impose a sanction on a
regulated person under section 131(1), the Monetary Authority
must give a written notice to the regulated person—



140

New

142(1)(m)
142(3)(d)
143(2)

145(4)(a)

(a)

(b)

(©)

stating the sanction imposed, the ground for imposing the
sanction and the time at which the decision is to take
effect;

stating that the person may refer the decision to the
Tribunal for review under section 140; and

stating—

(1) for a sanction mentioned in section 131(2)(a)—the
amount of the pecuniary penalty to be paid; and

(i1) for a sanction mentioned in section 131(2)(b)(1), (ii)
or (iii)—the terms in which the person is to be
cautioned, warned or reprimanded.”.

By deleting subclause (5).

By adding—

“140A. Application for stay of execution of specified decision

(1)

2)

€)

(4)

Subject to subsections (2) and (3), a referral of a specified
decision to the Tribunal for review under section 140 by a
person does not by itself operate as a stay of execution of
the decision.

The person may, at any time before the review or before
the Tribunal makes a decision under section 141, apply to
the Tribunal for a stay of execution of the specified
decision.

The Tribunal must, as soon as practicable after receiving
an application under subsection (2), conduct a hearing to
determine the application.

The Tribunal may by order grant the stay subject to any
condition as to costs, payment of money into the Tribunal
or otherwise that the Tribunal considers appropriate.”.

In the English text, by deleting “review of”” and substituting “review or”.

In the Chinese text, by adding “[5] 13 i #85#kFZ " before “AZ H™.

In the Chinese text, by deleting “&Z&” and substituting “[2]&”.

By deleting “142(3)” and substituting “142(5)”.



145(4)(b)(i1)

145(5)

155(2)

160(4)

160(6)

170(4)

Schedule 2,
section 1(3)(a)

Schedule 2,
section 4(1)

Schedule 6,
section 7(6)

Schedule 6,
section 11(b)

Schedule 7,
section

2(3)(b)(i)

In the English text, by deleting ‘“that person” and substituting “the
person”.

By deleting “142(3)” and substituting “142(5)”.

In the Chinese text, in the definition of Z#Z A, in paragraph (c), by
adding “f£” after “h{ 7.

In the Chinese text, by deleting paragraph (d) and substituting—

“(d) AR EIL AR SRR S T FHEY > BSOS
AR BRI B R A IAYAR & SREKIM R Y © .

[ Y=g ===}

In the Chinese text, by deleting “7E 3&

2

” and substituting “E3E 7.

In the Chinese text, by deleting “E F§ 5 A & 2% H 89 {F fa]” and
substituting “fRIFA RS HAVFTH”.

By deleting “or store of economic value specified under section 4(2)(a)”
and substituting “specified under section 4(2)(a) or store of economic
value specified under section 4(2)(b)”.

In the English text, by deleting “meets” and substituting “meet”.
In the Chinese text, by deleting “{F{a]—75" and substituting “&5F—F# %
7‘5”.

In the Chinese text, by deleting “—75” and substituting “FLZ84 757,

In the Chinese text, by deleting “JE3L45".



Appendix 3

Private Columbaria (Amendment) Bill 2024

Committee Stage

Amendments moved by the Secretary for Environment and Ecology

Clause Amendment Proposed

6 In the proposed section 20A(5), by deleting “54(2) and 55(a)” and
substituting “38, 54(2), 55(a) and 104(2)(d)”.

New By adding—

“6A. Section 26 amended (approved plans to be endorsed)
Section 26(1)(b), after “20”"—
Add
6‘, 20A’7'
6B. Section 27 amended (application concerning pre-cut-off

columbarium—evidence of ash interment layout and
quantity, etc. and plans)

Section 27(4), definition of eligibility-related provision, after
“20”_

Add
“ 20A”.
6C. Section 40 amended (revocation, suspension, refusal to
renew or extend and variation of conditions)
Section 40(2)(a), after “20”—
Add
“, 20A”..

New In Part 2, by adding—

“TJA. Section 84 amended (appeals)
Section 84(1)(a), after “20”—
Add
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6‘, 2OA9"”.
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