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Oral answersto questions
I mmigration Department

1. MRT.K.ANN aked—

Is Government aware of the need to provide more accommodation and gaff for the
Chinese section of the Immigration Department? If o, what seps are being
taken to copewith thisneed?

THE COLONIAL SECRETARY (SR HUGH NORMAN-WALKER).—Yes, Sir. Government
isaware of the need to provide more accommodation and staff for the Chinese section of the
Immigration Department.

The Director of Immigration has asked for certain additiond s&ff, and proposdswill be
put to the Fnance Committee of this Counail for congderation later this afternoon.

The Commissoner for Rating and Vauation has been asked to look for suitable Stesfor
additiona Immigration sub-offices in Mong Kok and Kwun Tong, and the goprovd of the
Finance Committeefor these additiond sub-officeswill be sought when stes are found.

"Hermitage' flats

2. MRY.K.KAN aked—

Will the Government table the full report of the investigation into the complaints
by aresdent of the"Hermitage' flats?

THE COLONIAL SECRETARY (SR HUGH NORMAN-WALKER): —No Sr. The
Government has dreedy published a datement concerning the inquiry into the three
complants which were drawn spedificdly to the Government's atention by Dr LAM. The
most important fact isthat
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having fully investigated Dr LAM's complaints, the Government is satisfied that there are no
grounds for ether disciplinary or cimind action agang any of the individud officers
concerned, and that the offence given to Dr LAM on the two identifiable occasonsin March
and April lagt year was caused quite unwittingly. In these drcumstances, | do not congder thet
it would be either in the public interest or fair to any individua officer to publish more ddtalls
of this inquiry which the Government now regards as cdosed as, 0 | bdieve, does the
complanant.

MR KAN:—Sir, in view of the wide publicity given to this matter—regrettably, | might
say—would it not bein theinterest of Government and, indeed, to dl parties concerned, if the
report were to be made public?

THE COLONIAL SECRETARY (SR HUGH NORMAN-WALKER).—Tha is not the view
that the Government takes It is not Government's normd practice to publish detals of
investigations which might lead, or might have led, to disciplinary action in any case. In the
present case, however, the publicity—which | share the view of my honourable Friend in
deploring—accorded to the origind complaint and its unusud nature did seem to judify an
exception being made to the normd rule. Thus, as the origind complaint was published, so
wasthe Government'sreply.

MR KAN:—Sir, would Government be prepared to make avalladle the full report to
Membersof this Council?

THE COLONIAL SECRETARY (SR HUGH NORMAN-WALKER):—The full text of the

published satement can be provided on request to any Member of the Legidative Coundl
who so desires

MR KAN:— regret to say | was referring to the detailed report—the full report—Sir, not
to the satement which dl of us have read from the newspapers

THE COLONIAL SECRETARY (SRHUGH NORMAN-WALKER):— am sorry, Sir, but the
full report is avery condderablefile. It concerns an investigation which took many monthsto
do. | cannot see that any advantage would be served by further publicizing or continuing this
metter.

Towing away of carsby Police

3.  MRKAN asked—

Will the Government inform this Council what isthe palicy of the Policein regard
to thetowing away of cars?
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THE COLONIAL SECRETARY (SR HUGH NORMAN-WALKER).—Sir, briefly, vehides
aretowed away by the Policeforce under two setsof circumgtances. Fird, and | imaginethisis
not the subject of the honourable Member's question, when acar has been abandoned and the
owner has been natified and has taken no action or cannot be traced. Secondly, and this |
imagine is the gravamen of the quedtion, it is the policy of the Commissoner of Police to
remove any vehidewhich conditutes an obsiruction or danger to other road users.

In carying out this policy, spedd atention is pad to certan zones where traffic
movement and the movement of other road usars condtitute particularly difficult problems.
There hasto be adegree of flexibility in the gpplication of this palicy, in that pecid problems
arisein connexion with sporting events, processons, festivals, vigts by foregn dignitaries and
doforth.

In determining such aress of operation the Police have regard to locdities which have
been the subject of repeated complants by members of the public or pinpointed by a study of
exiging datidics.

Despailation of theNew Territories

4. MRK.S Loaked—

What legidative and other practica measures does Government proposeto takein
order to savethe New Territoriesfrom:—

(@ indudrid and other generd wagtes being dumped into its streams and
fiddsindiscriminady;,

(b) wesk-end tourigts littering the roads and hills with empty cans, plagic
wrappers and other wadtes, etc; and

(© thegenerd desolaion of the entire country Sde”?

MR D. C. C. LUDDINGTON:—Sir, my honourable Friend has posed a question which
implies a critidsm of Government in the New Territories which, in away, | an happy to
accept as a counter to the congtlant demands | recaive to change my land policy and to dlow
the indiscriminate converson of agriculturd land for domestic accommodation and indudtry.

Heeds of other Departments share my concern about the extent to which indudrid and
other wadtes are dumped in the hope that elther Government or the wet weather will carry
them away. | too deplore
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the inconsderate behaviour of those weekend vistors, the vast mgority of them ditizens of
Hong Kong, who leave ther litter around the spots they have vidited. | do not however agree
with my honourable Friend that the words “the generd desolaion of the entire countrysde’
arefully judified, dthough | am aware that there are those who regard the preservation of the
countryside in the form with which they are familiar as a desirable objective regardiess of the
consequences to those who live there. We must face the fact that under today's economic
conditionsin Hong Kong with its population of some four million and only somefifty square
miles of ardble land, nearly dl in private ownership, the face of the countryside must change.
Such changes should not be regarded as "desolation” dthough if they were totdly
uncontrolled they might well merit that description and in certain aress the description is
dready merited.

Is it, for indance, appropriate to describe the urbanization of Kowloon and New
Kowloon as a "desolation of the countryside' that once exiged there? There are those who
regard the new town of Tsuen Wan as a "disagter ared’ but | am not one of them. These are
towns which have had to be built up rgpidly to cater for a populaion which, snce 1945, has
grown a aphenomend rate as aresult of both immigration and naturd increese. Hong Kong
would certainly not have managed to house and find jobs for this population had it gonein for
elaborate town and country planning based on European sandards and revenues. But | acoept
that the time has come when we mug re-examine the effects of these rapid changes and
congder dricter control, particularly of indudtria effluents and waste meterid.

In regard to the establishment of new factories in the rurd aress. | have continued my
predecessor's policy of refusng goplications for the converson of agriculturd land to
indugtrid use except in particularly suitable areas and for particular industries which are not
likely to produce drainage problems Where new buildings are erected illegdly, they are
demoalished under the provisons of the Resdtlement Ordinance. In a few cases the land
concerned has been re-entered but thisis necessarily along and meticulous process There are
however many exiding minor industries which were established without proper permisson
some time ago and which have been tolerated because they play apart in the locd economy.
Thesevary inther gate of hygiene and the nuisancesthey giveriseto but my Didrict Officers
recaive few complaints on that acocount. They recaive far more on account of the rerictions

weimpose.

There is no doubt, however, thet the build-up of minor indudtries in the rurd areas and
towns has added to the problem of waste—as do piggeries, chicken fams and such like
operding on private land or on permit. Also, the better dandard of living in the New
Teritories
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and the greeter leisure and gppreciaion of the pleasures of the New Territories countryside by
the populaion of the urban aress with its increesng mohbility have dl resulted in gregter
quantities of refuse and waste materids.

The sanitation authority in the New Territories has, snce 1960, been the Director of
Urban Sarvices who is asssted in the more rurd aress by the Princpd Medicd Officer of
Hedth, New Territories, and the Rurd Hedth Scheme. The Director has powers under the
Public Hedth and Urban Services Ordinance and Summary Offences Ordinance to prosecute
persons who dump refuse and during the past three months, 8 people were summonsed. In
addition, 19 gatutory notices were served during the same period on land owners to abate
nuisances and remove refuse from their property, and 15 people were summonsed for
obgtruction causad by trade wagte. Greater resort will have to be made in future to such
prosecutions. When a catchment arealisinvolved the Water Works Ordinance can be applied.
Section 25 providesfor heavy and continuing pendtiesfor palluting waterworks

It will be obvious, however, that no matter how large a supervisory steff is provided it
cannot be a hand dl over the New Territories dl the time to bring to book those who dump
illegdly. There must dso be amgor public effort by indudridists and inhabitantsin the New
Teritoriesto adhereto thelaw and to keep thar environment dean. Smilarly, urban vistorsto
the New Territories should either dump ther refuse in the containers provided or bring it back
to thelr urban dusthins

In order to bring deansing sandardsin the New Territories up to asatifactory levd, the
Director of Urban Sarvicesin connexion with next year's estimates has sought additiond aff
over and above those gpproved in previous years. | undersand that his Saff requirements are
now recalving sympathetic congderaion and if they are goproved and with some tightening
up on conditions of permits, etc, a condderable improvement in the Sate of New Territories
affars could be effected, dthough in some ingances the problem will be solved only when
drainage and sewagefadlitiesare provided.

Government has been reviewing overdl development plans to cover the next twenty
years during which time our populaion should have increased by some 1.6 million; whereas
the land avallable for its accommodation, employment and recreation will, if anything
diminish as further areas are taken over as water catichments. Investigations into pollution in
the northrwest New Territories have been recommended in this connexion. A hydrologica
survey of Tolo Harbour re ated to sawage disposd has recently been completed and apilot
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sawage trestment plant isbeing built a Shek Wu Hui. These are necessary prdiminariesto the
drainage work which will haveto be undertaken inthefuture,

But, of course, unless the public iswilling to co-operate the object of thiswork will not
be achieved. Additiona education in this connexion is evidently necessary. My colleague the
Director of Agriculture and FHsheries who is dso much concerned about the problem of
refuse and in particular the devagtation caused by fires, has done much to publicize the ditizens
debt and duty to the countryside. | have discussed this problem with the Heung Yee Kuk,
Rurd Committees and other regiond organizations and sought to get thelr assgtance in
publicizing the ditizens duty both to protect his own environment and not to ruin that of others
further down the Sream.

There are particularly flagrant industries which appear to give no thought to their effects
on their environment. The tannery indudtry isoneand | have sad that in my view thisindusiry
must be evicted from its present location and forced ather to purchase land and build proper
plantinagpedd indudrid areaor go out of business. | am smply not ableto find land suitable
for the indudtry to carry on under its present low sandards. Work on this problem is being
undertaken on an interdepartmenta bags. It would of course be unreasonadle to dose down
such an indudtry without due warning on the one hand and without a plan for the better
utilization of thearesswhich it has devadtated, and | usethisword ddliberately.

| am grateful to my honourable Friend for raigng this important matter in this Counal
and to those newspapers which have shown concern about the sanitary date and generd
aopearance of parts of the New Territories. | hope thet this publicity will serveto bring home
to the public the cumulative results of numerous thoughtless actionsin the disposd of wadte
and litter. At present Government is countering thiswith ten Urban Services gangsengaged in
the deanang of picnic spots and remote villages. In addition the Scouts Assodiation has
recently undertaken voluntarily to dear up some of the word littered picnic ootsin the hope
that their example may be followed by other young people. The gaff of a factory in Hung
Hom have undertaken asmilar task. Every youth organization, club and school which enjoys
ahaliday in thefresh ar of the New Territories could play a part by ensuring thet every place
they vistisdeaner when they leaveit than when they arrived.

| will take this opportunity to discuss further with my officid colleaguesthe problems of
indugtrid wastes and, what | might term, recregtiond refuse. But in regard to the latter | must
emphadize that, in addition to Government, every ditizen of Hong Kong has a part to play in
kesping its countryside both dean and green.
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MRH. J. C. BROWNE—Sr, may | ask asupplementary? May | ask whether any action

has been taken againg the tanneries who are gpparently discharging some sort of chemicd
into the Indus River system?

MR LUDDINGTON:—No actud prosecution action is being taken a the moment. As |

sad, Sr, there is an inter-departmenta committee congdering how we are to get rid of the
tanneries. We have looked into the question of the danger of pallution and a report has been
madeto the Water Authority on this; but when thewater flow islow and thereisno disspation
of this effluent, there is no water pumped into our resarvoirs from the River Indus flood
pumping ation.

MR LO:—Sir, | am grateful to my honourable Friend for hisvery lengthy reply and dso
for his assurance that everything will be doneto keep the New Territories dean. In his ansver
he referred to the respongibility for deaning up the litter of the Urban Services Department.
May | ask whether the Director of Urban Sarvicesis satidfied that dl that is necessary isbeing
done to dean up the New Territories and has he got the necessary manpower to carry out the
job?

HIS EXCELLENCY THE PRESIDENT:—I am not sure that the Digtrict Commissoner can
answer that question, but if hecan. . ..

MR LUDDINGTON:—WAEI, | can say, Sir, that | am sure that the Director of Urban
Savicesis not stisfied with the aff he has got because he has put in for alarge number for
thiscoming finencid year's esimates.

New car parks

5. MRG.M.B. SALMON asked—

Will Government state whet new car parks will be available on both sdes of the
harbour prior to thetunnel being openedin 19727

MR J. J. ROBSON:—Sir, it is hoped tha the cross-harbour tunnd may be opened to
traffic by mid-1972 and, by that time, three more multi-goreyed car parks should have been
built in the urban areas of Hong Kong and Kowloon—one by Government and two by private

operdors.
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The Government car park will provide 913 spaces on aSte a the corner of Murray and
Queaen's Roads a present used for open ar parking of about 200 cars. Thusthe net gain a this
locdity will be 713 car park gpaces.

Oneof the privatdy operated car parkswill be a San Po Kong which will accommodate
450 cars and the other a Fortress Hill Road, North Point, which will provide space for 180
cas.

However these figures by themsdves are mideading as they do nat represent the net
gan in—or loss of—parking spaces in the Hong Kong centrd area. Later this year 180 open
ar gpaces will be logt when the second stage of the widening of Connaught Road is put in
hand and afurther 532 spaceswill belogt if Stesin the old Nava Dockyard fronting Harcourt
Road between Murray Road and Cotton Tree Drive are sold. It should however be possble to
provide an extra 300 temporary open ar spaces later this year or early next in the old
Dockyard land eadt of Cotton Tree Drive and a further 350 spaces in the same area shortly
after thetunnd isopened.

In short, Sir, it seems that there will be little change in the present parking provision on
Hong Kong Idand by the time the cross-harbour tunndl becomes effective but & the present
moment there is an over provison of spaces and | am making inquiries to see whether it is
possblefor the present occupants of the remaining Dockyard buildingsto rdease further aress
of land for parking.

New indugtrial undertakings

6. DRSY.CHUNG asked—
Will Government providefiguresfor

(@ the number of initid goplications recaived for the setting up of
indudtrid undertakings in 1969 and 1970 (given separatdy for each
year),

(b) thenumber of those gpplications which have Snce resulted in afactory
licence baing issued;

(© inrespect of the successful gpplications, the average number of days
which dgpsad between the initid gpplication being recaived and the
issueof afactory licence;

and in the light of the figures will Government explain the reasons where

there have been undue ddaysin the issue of licences?
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MR R. M. HETHERINGTON:—Sit, before | provide the spedific information which my
honourable Friend seeksin his question, | must make some prdiminary remarksto darify the
pogtion.

My honourable Friend refersto afactory licence. No such document is mentioned inthe
Factories and Indudtrid Undertakings Ordinance. | have taken his reference to a licence to
mean acatificate of regigration and theinformation is given on that presumption.

There are two types of catificate, a catificate of regigration and a catificate of
provisond regidration. In d@ther case, a proprietor is required, by section 9(2)(a) of the
Factories and Indudtrid Undertakings Ordinance, to gpply for a catificate before the first
occason on which any indudrid processis commenced or any indudtrid operation is carried
on. In practice, section 9(2)(a) isnat generdly observed and mogt registrable workplaces arein
operation before they goply for acertificate. Indeed, they often fail to goply for certificates until
an officer of the factory ingpectorate discoversthem.

Turning to thefirg three questions asked, the Satidtica information isasfollows—

(@ Thenumbers of initid gpplications for certificates of regigtration or of provisond
regidration are asfollows—
in1969 3,098
in 1970 3,170

(b) The number of certificates of regidraion or of provisond regidtration issued in
respect of initid goplications made 9nce 1t January 1969 is 1,974. In addition, a
further 623 gpplicationswere @ther withdrawn subsequently or refused.

(© Because of the immense amount of work involved in searching over 6,000
depatmentd files in order to answer the quedtions, | hope that my honourgble
Friend will excuse meif | usethe dates of the gpplication which were more reedily
avaldble rather than the daes of recapt of the gpplicaion by the factory
ingpectorate. On this bags, the average number of days which have dgpsed
between the date of the initid gpplications made gnce 1¢ January 1969 and the
ubsequent date of issue of certificates of regidration or provisond regidration
was218.

Turning to my honourable Friend's fourth question, it is a matter of opinion as to what
might be regarded as condlituting an undue dday in the issue of a catificate The basic
purposes of the Factoriesand Indudtrid Undertakings Ordinance and subsdiary legidation are



HONG KONG LEGISLATIVE COUNCIL — 6th January 1971. 309

to protect the safety, hedth, and wedfare of employees in regidrable workplaces. It is
extremdy rareto find that the proprietor of afactory has satisfied the basic requirementswhich
are consdered necessary before a cartificate can be issued. Generdly, proprietors of factories
accommodated in premises designed for indudrid use can sty the requirements quickly
and they are usudly persons who are willing to accept advice and guidance from the factory
ingpectorate. The interva of time between an gpplication and the issue of a catificate of
regidration is normaly not long and can be as short as one month. On the other hand,
proprietors of undertakings, particularly smdl ones, which are accommodated in domegtic
premises cause the greatest amount of difficulties They are often rductant to make the
modifications necessary to satisfy the requirements conditiona on the issue of a catificate of
provisond regidraion. In some cases, they are nat prepared to comply with the requirements.
It isthe palicy of the factory ingpectorate to advise and to persuade proprietors to provide for
the sfety, hedth, and wdfare of their employees and | am rductant to authorize prosecutions
unless unacceptable hazards remain unabated or the safety or convenience of other users of
neighbouring premises are jeopardized. Asaresult, many undertakings are in operation which
arein the process of complying with requirements of the department but which have not yet
reeched the sage when a certificate of provisond regidration can be issued. Bearing in mind
the large number of indudtrid undertakings which are on record in the depatment—there
were 16,619 in September 1970—there are inevitably some adminidrative ddays in deding
with them but | believe that these are negligible compared with the time taken by proprietors
to comply with our standards for the sifety, hedth, and welfare of employees working in the
undertakings.

DR CHUNG—SIr, it isdifficult for meto follow dl thefigures and | wonder whether my
honourable Friend can check my quick caculation. In 1969 the totd number of applications
for regigration was 3,098 and the number of certificates issued was 1,974; there were 623
withdrawn or refused, thus leaving atota of about 500 factories which gpplied for regidration
in 1969 and which have not yet obtained their cartificatesin 1971. Isthat correct, Sr?

MR HETHERINGTON:—NOo, Sir, that is not correct. Thefigure | gave wasin reply to the

firg question (a). The number of gpplicationsin 1969 was 3,098 but the number of factories
which have been issued cetificates—that is, 1,974 plus the 623 gpplications which were

withdrawvn or refused—appliesto thetwo years.
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DR CHUNG.—SIr, in other words there will be more than 500 factorieswhich gpplied in
1969 and which have not yet received catificatesin 1971.

MRHETHERINGTON:—Yes, Sir, thet isprobably correct.

New indugtry involving foreign participation

7. DRCHUNG asked—

In view of the fact that only 12 out of the 228 firm enquiries dedt by the
Depatment of Commerce and Indudry during the past five years eventudly
resulted in the setting up of manufacturing operaions in Hong Kong, will
Government explain the reasons for such a low percentage of success and
take Sepsto improvethe rate of successin thefuture?

MR J. CATER—Sir, | do not congder that the success or otherwise of my department’s
work in the fidd of indugtrid investment promotion can be assessed only from the figures
quoted by my honourable Friend. In dl promotion work of this nature, there is inevitably a
greet ded of work done which is not immediatdy productive. Past experience has shown,
however, that even in those caseswherethe foreign company has decided againgt setting up an
indugtrid undertaking in Hong Kong, thereis often some other advantage for us: for example,
alarge American dectronics company, which eventudly decided not to set up afactory here,
has ingead opened a regiond office for its Asan purchasng. In other cases, the foreign
companies have entered into arrangements to buy Hong Kong products indead of making
them.

The fact that over 50 foregn companies have entered into joint ventures or established
s0ldy owned undertakings in Hong Kong during 1969 and 1970 is surdy an indication of
Hong Kong's continuing attraction for foreign indugtrid investment. Mogt of these companies
did not seek assstance from my department: indeed the very fact that they were not required
to regiger with the department or to obtain its goprova to dart operations in itsdf, explans
one of the reasons for Hong Kong's continuing attraction—the ease with which foreign firms
can get into business here with the minimum of governmentd interference.

Itis | think, true to say however that Hong Kong, with rdativey full employment and
on expanding economy, isno longer as dtractive asit wasto foreign firms seeking to establish
indudrid operations
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which would require many hundreds of workers initidly. Many of the foreign companies
Setting up indudtrid plants nowadays gppear to be more interested in rdatively amdl scde
operdions, a leadt initidly, producing goods which require a higher proportionate invesment
in plant and equipment than was the case some years ago; in short, more capitd intensve
rather than labour intendve indudries. This seems to me to be a predictable and not
unwel come devel opment.

But | have no wish to sound complacent: | am conscious of the increesing competition
from Adan countries for foreign investment in thar indudtries; and of the need to ensure thet
our promotiond gpparatus is adapted to meet changing drcumgtances. In this regard, | am
gad to say that | have been in discussion with the Executive Director of the Trade
Development Council in the hope that the Council will fed able to establish a liason
arrangement which will permit an extenson of our promotion activities to those countries in
which the Coundil has offices. The proposed scheme envisagesthe gppointment of aspecidis
officer to the Trade Devedopment Coundil office in New York and later, perhgps, ancther in
Europe with back up services being provided by my department. This proposed arrangement
may answe, in part a leedt, the second question from my honourable Friend.

Government busness

Moation (in Committee)

SUPPLEMENTARY PROVISIONSFOR THE QUARTER ENDED
30TH SEPTEMBER 1970

Coundil went into committee, pursuant to Sanding Order No 58(2), to congder the
motion sanding in the name of the Finandia Secretary (SR JOHN COWPERTHWAITE).

The Governor's recommendation sgnified by the Fnandd Secretary pursuant to
Sanding Order No 23(1).

THE FINANCIAL SECRETARY (SR JOHN COWPERTHWAITE) moved the following
resolution—

That this Councl gpproves the supplementary provisons for the quarter ended
30th September 1970, as st out in Pgper No 2 of 1970-71.

He sad—Sir, the schedule for the second quarter of the 1970-71 financid year covers
supplementary provision totaling $49.8 million. Of thisamount $10.3 million was required to
mest the once-and-for-all ex-gratia solatium awarded to certain sections of the Public Sarvice
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in 1970; Public Works Non-Recurrent accounted for a further $30 miillion, of which $1.3
million represented revotes of funds unexpended in the lagt finendd year; $13.7 million was
required as areault of faster progress on exigting projects and $8.1 million to meet the cost of
new projects. $1.9 million was for the establishment of thenew Legd Aid Department.

Fnance Committee has goproved dl theitemsin the schedule. The covering gpprovd of
this Coundil isnow sought.

Quedtion put and agreed to.
Coundil then resumed.

THE FINANCIAL SECRETARY (SR JOHN COWPERTHWAITE) reported that the motion
had been agreed to in committee without amendment.

Quegtion agreed pursuant to Sanding Order No 58(4).

Fird reading
JURY (AMENDMENT) BILL 1971
Bill read the fird time and ordered to be sat down for second reading pursuant to
Sanding Order No 41(3).
Second reading
JURY (AMENDMENT) BILL 1971

THE ATTORNEY GENERAL (ACTING) (MRG. R. SNEATH) moved the second reeding of:
—"A bill to amend the Jury Ordinance.”

He sad—Sir, this hill proposes a number of changes, and | will mention the more
important of themwhich arefour in number.

Hrg, the bill proposes to add one more dass of person exempt from jury sarvice to the
long list dready contained in section 5. Unofficid Members of this Coundil and of the
Executive Coundl are a present exempt, and it is intended that ordinary members of the
Urban Council should enjoy a smilar immunity. It is congdered, Sir, that their duties as
members of that Coundil should teke precedence over their duty to render jury service.
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Next, the hill is concerned with the right of a person on trid for a crimind offence to
object to progpective jurors. At present he mugt give reasons for every objection—showing
caue as it is cdled. Clause 6 will replace section 29, and will give the additiond right of
objecting to as many asfive progpective jurors without having to give any reason. This change
will bring us more into line with the law in England on this aspect of procedure in crimind
trids, where an accused is dlowed such peremptory objections

If aperson is not exempted from jury service, and is not objected to when heis caled,
then he mugt give up histime to the very important and respongble task of deciding upon the
guilt of a person accused of serious aime. It seems only right that this should recave
recognition in the form of an dlowance. At present jurorsin dvil cases are entitled to such an
dlowance. Section 31 which makes provison for this is to be replaced by clause 7 with a
provison entitling dl jurors to be pad an dlowance & such rate as the Governor may
prescribe. In addition thetrid judgeisto be empowered to avard an additiond sum if he sees
fit. Itislikely, Sir, that the sumsto be recommended to the Governor will be $25 per day asthe
gandard dlowance and afurther $25 asthe top limit of theadditiond dlowancewhich ajudge
may award.

In addition to payment for hissarvices ajuror should be entitled to protection againg any
employer who should seek to dismiss him, or to thresten dismissd, on account of his
performance of hisjury sarvice. Consequently clause 8 seeks to introduce anew section 32A
which would make it an offence for an employer to terminate, or to thregten to terminate, the
employment of any person on the grounds that he has been summoned or has dready served
as ajuror. In addition, Sir, to threets or actud dismissd the same section would make it an
offencefor the employer to discriminatein any way agangt an employee for the same reason.

MRKAN:—May | ask that the second reading be postponed, Sir, as | may wish to speek
onthis

HiS EXCELLENCY THE PRESIDENT:—Do you wish to move the adjournment of the
debate?

MR KAN:— wish to movethe adjournment.
THE COLONIAL SECRETARY (SRHUGH NORMAN-WALKER):—I raise no objection.

Motion made (pursuant to Sanding Order No 30). That the debate on the second
reading of the bill be adjourned—(MRKAN).

Quegtion put and agreed to.
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Jury (Amendment) Bill—second reading

BExplanatory Memorandum
ThisBill makes severd amendmentsto the Jury Ordinance.

2. Clause 2 amends section 5 of the Jury Ordinance S0 as to exempt ordinary
members of the Urban Council fromjury service

3. Asareat of the Urban Councl (Amendment) Ordinance 1966 and the
Urban Coundl Elections (Regidration) Regulations 1966 the list of common jurors and
the register of dectors, which previoudy were compiled in one regiger, are compiled
separatdy. Clauses 3 and 4 accordingly make consequentid amendments to sections 7
and 9 of theprincipa Ordinance.

4. Clause5 amends section 15(1) of the principa Ordinance to enable the court
or ajudge to extend the time within which the party who has gpplied for an order that a
cause shdl be heard before a jury shdl depost with the Regidrar a sum to cover the

expensesof thejury.

5. Clause 6, which repeds and replaces section 29, provides that a person
aragned on indictment shal have aright to chalenge not more then five jurors without
causeand any juror for cause.

6. Clause7 repeds and replaces section 31. The new provison empowers the
Governor to prescribe rates of dlowance to be paid to jurorsin al proceedings and the
Chief Judticeto order an additiond dlowanceto bepad in particular cases

7. Clause 8isdesgned to give employees, who are required to srve asjurors,
protection againg the termination of their employment or againg any discrimination by
reason of such syvice.

INTESTATES ESTATESBILL 1971
Resumption of debate on sscond reading (16th December 1970)
Quedtion again proposad.
Quegtion put and agreed to.
Bill read the second time.

Bill committed to a committee of the whole Council pursuant to Sanding Order No

43(1).
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INLAND REVENUE (AMENDMENT) BILL 1971

Resumption of debate on second reading (2nd December 1970)

Quegtion again proposad.

MR BROWNE:—Sr, many of the dauses in this bill are sengble tidying up and

daification of exiging practice. However, there are some points on which | would like to
comment.—

Clause4. | would liketo ask the honourable Finanda Secretary whether provison can
be made for the exemption to extend to more than one resdence for a man's
redives?

Clause5. It is not dtogether dear how the rules are to be gpplied to seamen and
arcrew who spend alarge pat of their time outsde Hong Kong and | should be
grateful if the honourable Financid Secretary could give ussomeexamples.

Clause9. While | am aware that the Commissoner has power to "deem" things
dsawherein the Ordinance, | do nat like, in princple, the assumption that cartain
busnesses have dways made a prafit. What about the firm that makes a loss
which can often hgppen in this hard competitive world.

Can provison not be made for an goped from the "deemed profit” if it can
be shown that there actualy was aloss?

Also | didike the tax on technical knowhow thet is proposed in 15(1)(b) just
when knowhow from oversess is wha Hong Kong must have for our economic

deve opment.

In 15(2) the word "rdeased” will, 1 suspect, ded with Stuations that will
hardly ever occur in practice. Would it be possibleto find amore practica form of
wordsto cover the purpose of thisdause?

Clause 14. | am unhappy about the implications of the new section 21B. | can quite see
what the honourable Fnancid Secretary is aming &, but the section as drafted
seamsimpractica. How can one define the "true market vaue' in Hong Kong of
specid and often highly technicd goods tha are produced only for export, and for
which there is no locd market. However, | undersand thet it is proposed to
withdraw this section a thistime but, if Government intendsto return to the charge
later on, | hope time will be alowed for proper consultation with commerciad
interests so that any new provison isworkable and easly understood.



316 HONG KONG LEGISLATIVE COUNCIL — 6th January 1971.

[MRBROWNE] Inland Revenue (Amendment) Bill—resumption of debate on
second reading (2.12.70)

Clause 22. This does not make provison for finance houses to obtain exemption, in the
same way as licensed banks, from the requirement to obtain a certificate from the
Inland Revenue Department each time interest is paid. However | understand that
there is a proposd to introduce an amendment to section 29 which will give the
Commissoner power to exempt any other corporations by notice in the gazette. |
am surethis change will be generdly welcomed.

Clause 35. This seeks to tighten up the registration procedures for corporations, but no
good reasons gppear to have been given for this proposed change. The exiding
arangement, whereby limited companies may be incorporated in Hong Kong
without regard to the residence of their Directors or share-holders, has sood usin
good steed for many years. Only aregisered office has to be mantained in Hong
Kong and this has encouraged the growth of a subgtantia offshore busnesswhich
benefits the economy of Hong Kong in various ways. The new section 57 will, |
think, tend to discourage oversess interests in usng Hong Kong as abase and |
hope the honourable Finandd Secretary will recongder the necessty for
introducing this additiona bit of red tgpe. But if he has some good reason for the
new rules, perhaps the word "individud™ might be changed to "a parson”, and a
leest ayear be dlowed before the new arrangement isintroduced.

Fndly, Sr, | hope Government will bring out a new edition of the Inland Revenue
Ordinance which will consolidate dl the various amendments that have been made from time
totime.

DR CHUNG.—Your Excdlency, | am sure we dl agree that a present the important
export-oriented indugtry in Hong Kong is externdly under the threet of unfavourable trading
conditions and interndly suffering from fagt risng cogts. To maintain our competitive pogtion
in theworld markets it isinevitable that our manufacturing industry will haveto dimb up the
technologicd ladder and to attain grester sophidtication in its production. We will hence need
the gredter use in indudry of foreign patents, designs, secret processes or formulae or other
propertiesof agmilar nature.

It istherefore very unfortunate that Government is choosing this very moment of anxiety
to implement that particular recommendation of the Inland Revenue Ordinance Review
Committee to charge tax on sums recaived by or accrued to a foregn company or a nor-
resdent
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outsde Hong Kong for the use or right to usein Hong Kong a patent, design, secret process or
formula, or for imparting or undertaking to impart knowledge directly or indirectly connected
with the usein Hong Kong of such patent, design, secret process or formula. Although the tax
is chargeableto the licenser, it ismogt likdly that the tax will be paid and borne by the licensee
which is the locd manufacturer in our export-oriented indudtry. The result is, undoubtedly,
another codt inflation in production and priceincreasefor our exports

Whilg the trade and indudtrid assodations are trying hard a this juncture to encourage
indugtry to produce products of higher technology and gregter sophidication, it is rather apity
to see such incondderate and unsympathetic dtitude taken by Government in this respect.
Indudtry is expecting assstance and encouragement from Government to maintain its export
growth for the benefit not only of those directly connected with industry but of al the people
of Hong Kong. Honourable Members, no doubt, can imagine the grave consequences if we
fall to maintain areasonadle growth in our exports.

The adverse Stuation is further aggravated by the aosence in Hong Kong of double
taxation agreement with a number of indudtrialy-advanced countries where locd indudry is
looking for advanced technologicd know-how. If such double taxaion agreement exids
certan dasses of income recaived by or accrued to a foreign corporation or nornHresident
would be exempted from Hong Kong taxation, even though arising in Hong Kong.

Industry, whilst hoping for some postive assstance from Government in a period of
difficulty to dleviate its hardship, is insead recaiving such a discouragement on its efforts for
divergfication and sophidtication. | certainly condder it very untimdy to introduce such a
taxation in Hong Kong. For these reasons, Sir, | regret that | cannot lend my support to the
new section 15(1)(b) under clause9.

| now turn to another dause of the bill. Whilst | we come the addition of anew section
35B under dause 27 to enable the grant of aninitia alowanceto the purchaser of anindudtrid
building if he is the firgt usar, | do not think the amendment has gone far enough in two

aspects

Frg, it concerns with the value on which the initid alowance is computed. According
to the new section 35B subsection (b), the vdue would be ather the origind cost of
condruction (thet i, the contractor's price for congtructing the building) or the net price paid by
the purchaser for such abuilding whichever isless. If the purchaser paid aprice higher thanthe
origind cogt of condruction, which is far and proper under normd conditions, the initid
dlowance which is granted to the purchaeser and fird user under this new section must be
cdculated ontheorigind cost and not on the purchase price.
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| think this redriction is adiscrimination againg the smdl busnessmen. The large scde
industries can and will congruct their own buildings However, agndl-scdefactory duetoits
gmdl dze and limited finance usudly buys its premises from a developer of flatted factory
building. Since land cod is dready not induded in the vdue on which the initid and annud
dlowances are cdculated and if the profit component of the purchase price is dso exduded,
the initid and annud dlowances may wel be cdculated on about one-third of the purchase
price. This principle for deprediation dlowanceisincomprenensbleto meand | would liketo
know which countries are now using this peculiar method of depreciation.

The second point is about the premium pad for acquiring a leasehold property. At
present, both theinitid and annud dlowances are redtricted to the building itsdf exdluding the
land wherethebuilding isStuae.

As honourable Members know, mogt of our indudrid buildings ae Stuated on
Kowloon and in particular on the north of Boundary Street. Honourable Members are dso
aware tha dl land in Hong Kong is owned by the Crown and that dl Crown leases for land
north of Boundary Street will expirein 27 years. However, thereisno provison for bathinitid
and annud dlowances for the leasehold land. Since a large premium, which & times is as
much asthe cogt of the building itsdf, isdways pad for the leasehold land and Snce the lease
isonly good for 27 years now and for alesser period astime goes on, it is therefore only far
that the lessee be permitted to write off the premium over the period of the lease a a fixed
annud rae.

Some years ago the Federation of Hong Kong Indudtries made a smilar goped to
Government but it was not acogpted. The Inland Revenue Ordinance Review Commiittee has
a0 congdered this matter and commented initsfull report asfollows—

"We agreed that it seemed logicd and equitable to dlow an annud deduction for a
proportionate part of the premium pad to acquire a lessee... The arguments in favour of
granting somerdief in thismeatter gppeared sronger....on acomparativey short-term lease”

| recognize that the Review Committee eventualy resolved nat to support the granting
of amortization dlowancesfor cgpitd expenditureincurred in acquiring alease or sub-lease of
land. However, in view of the fact that my present proposd is confined to land on an
increasingly short-term lease and to the need for encouraging the devel opment of
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indugtry away from urban areg, | request that Government give further congderaion to
granting amortization alowancesfor leasehold land Stuate north of Boundary Street.

MR OsSWALD CHEUNG.—SIr, there are 2 provisons in the exiging Ordinance thet |
hope | might be ableto persuade this Coundl to amend.

Hrg, the time limit of one month in section 64 imposad on a taxpayer who wishes to
object to an assessment by giving natice of objection to the Commissoner. With the growing
complexity of some cases, | consder that thistime limit is unreasonably short, and should be
amended to two months. It istrue that the Commissoner has adiscretion to extend thetime, if
the taxpayer was prevented by ressonable cause from giving notice in time but the
Commissoner has no discretion where it has been difficult for the taxpayer to give notice in
time and in complex matters, involving law, accountancy or even unresolved questions of fact,
it ismy bdief that the adminidration of the law will gain if there be time to consder quietly
and thoroughly al agpects of the dispute, rather than have anatice of objection lodged hedlily,
and perhaps hdf-cocked. After dl, in weighty and complex matters, Government too takes
time before it reaches a dedSon—in some cases more than one month. Thereisdso a bdief
in certain quartersthat it isextremdy difficult for ataxpayer to get the Commissoner to extend
thetime, and that he puts too restricted ameaning on the words "or other reasonable cause” in
the section, condruing it usdem generis with the preceding words before which are "absence
from the Colony or through illness’. He confines the cases to which he would grant an
extengon to "reasonable causg’ Imilar to "absence from the Colony or illness'. If thisbdief is
to be contradicted, perhgps my honourable Friend, the Financid Secretary, might inform usin
what percentage of cases, wheretime has been sought in the last ten years, it has been granted
by the Commissoner.

The second proposd | have isthat the Board of Review should be given adiscretion to
award codts, ether to the Commissioner or to the taxpayer up to alimit of $5,000, depending
on the result of the gpped before the Board of Review and depending on their view of the
merits of the case. Codts, and sometimes quite heavy codts, can beincurred in ahearing before
the Board, where it requires work by accountants, assessors, and lawyers, induding Crown
Counsd. In one case, in my recollection, the matter could only be resolved after hearing at
greet length aleading stockbroker. This very hill indudes a provison whereby the Attorney
Generd may authorize the reporting of decisons of the Board of Review, a proposd that is
widdy acdamed and which, if passed, would result in a collection of cases (with the identity
of thetaxpayer not disclosed of course) that will beuseful to dl persons
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concerned with Inland Revenue, and which, because of their human and legd interest, might
well deserve the fame won by the callection of A. P HERBERT'S cases. The truth is, some
exceedingly complex and nice points of law have cropped up for decison. Honourable
Memberswill have read in the papers of the case which went to Full Court recently wherethe
dispute was whether atrave dlowance given to a cvil servant was taxable. Conversdy;, of
course, isthedirector of acompany taxable on the use of achaffeur-driven car provided by the
company for his private purposs? Or, isthe officer of aforeign corporation who spends only 6
months in the year in Hong Kong, who is permanently provided with a fla, taxable on the
notiond rental vaue of theflat for the whole year, or only on hdf of it just as heistaxed on
only haf of his dary? Is ataxpayer lidble to pay tax on profits on ared etate transaction
which hewould have made hed there been no bank crids, but which he did not make because
the ded fdl through after the bank crigs? Ladlly, as an example, are schoal fees paid direct by
an employer to achild rather than to the taxpayer by way of an education dlowancetaxable? |
may observe that most tax cases end in the Board of Review. Surdly, it would not be incorrect
to give power to the Board to award cogts up to $5,000 againg the party who has been wrong?
And | may say that as| am at the recaiving end of the argumentsthat | find | would not have
been ableto do judtice, as best | can anyway, without the help of accountants and lawyers. Alll
parties benefit from having professona presentation. | am not under any misgpprehenson
about the functions or the character of the Board of Review. It isafact finding body but more
and moreit is becoming aforum where the most complex issues of law are being resolved. It
is to be obsarved that if a case goes further to the Supreme Court, costs may be awarded
agang one party or the other. In my submission, thered need isfor the power to avard codts
in hearings before the Board which to my mind isthe most important tribuna dedling with tax
meattersin Hong Kong.

Both these proposd's were made by the Bar Assodiation sometime ago. | may add, in
caethereisany misundersanding that barristers get paid whatever theresults of their cases A
ressoned reply was recaived from the Lega Department but | must admit thet | have not been
pursuaded that those reasons are correct. | have discussed these proposds and Government's
reasons for not acceding to them with my Unofficd colleagues, and gpart from one or two of
them not present during those discussions or present today, | can say thet these proposals enjoy
ther support, and | can only hope that, in the light of my plea today, Government may dso
congder that they are right and would support amendments which | propose to meke in the
Committee Stage
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THE FINANCIAL SECRETARY (SR JOHN COWPERTHWAITE):—Sir, | think that there is
probably one underlying thought behind what the various peekers today have sad with
which | agreg, that is, that dl taxes are in principle bad things. No-one will disoute, however,
that we have to have them but their generd unpleasantness means that there are likdly to be
wide divergences of opinion aout thewisdom or equity of particular tax provisons.

| shdl try to ded with the points raised by order of the dauses in the hill, rather than
order of spesker, except where matters have been raised which are not covered by the bill.

My honourable Friend, Mr BROWNE, has asked whether the exemption from Property
Tax of owner-occupied property could not be extended to more than one resdence for aman's
relaives. The origind exemption in 1961 was designed largely to encourage home ownership
by the man in the dredt, rather than multiple ownership which must generdly be the
prerogative of the well-to-do. The propased proviso in dause 4(b) doesindude more than one
Separde "tenement” in one building to cover cases where a large family overflows from a
gmdl flat into an adjacent one. But to take the exemption any further would open it up to
abuse and, furthermore, would certainly necessitate inquigtions into family circumstances—
possbly embarassng inquistions. We are deally having consderable difficulty with
dependents dlowances introduced lagt year. | think we have sretched the concession asfar as
isressonable,

My honourable Friend, Mr BROWNE, went on to say that it is not dtogether dear how
dause 5 isintended to goply to seamen and arcrews and to ask for examples. | think | shall
have to go into the basic concepts behind our sdlary tax. Liability to tax may arise from two
separaefactors—

(@ fromaHong Kong contract of employment, wherever sarvices are performed (the
so-cdled stus of employment);

(b) fromthe peformance of servicesin Hong Kong.

| sad, when | introduced the hill, thet we intended to maintain the firg of these as the
man generd criterion but to give generd exemption in the case of both () and (b) where a
person otherwise chargegbl e renders sarvicesin the Colony for not morethan 60 daysin ayear
of assessment. Thisgpplieswhether or not thereisaHong Kong contract of employment.

In the case of crew members of ships and arcraft, those based in Hong Kong are a
present ligble under the Stus of employment criterion on their whole salaries, wheress athers
ae liable only if, and to the extent thet, they render sarvices while in Hong Kong. The
intention
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of the dauseisto exempt both of these categories, like thosein other employment, if they are
in the Colony on nat morethan 60 daysin ayear of assessment.

But it is our view that crews based on Hong Kong and with a Hong Kong contract
should nat escape lighility if they arein Hong Kong for more than aminimum period of 60
days, even if they do nat render sarvices while in Hong Kong. This is because of the specid
way of life resulting from the nature of their employment. To make this disinction deer it is
intended to propose a the Committee sage an amendment which would exdude crews from
the operation of the generd exemption and apply to them more explicitly only the specid,
more limited, exemption in propasad new section 8(2)()).

| should add that it has been represented by the arcrews that, because of the greater
frequency with which aircrewsfind themsdvesin the Colony compared with ships crews, the
qudifying period for lidbility should belonger inther cases | think, however, that we have to
put some limit on the refinements we introduce into our tax system, and | do not think that any
sgnificant inequity will arisefrom our present proposas.

Both my honourable Friends, Mr BROWNE and Dr CHUNG, have voiced objections to
the so-cdled "deaming’ powers in dause 9, dthough it seems to me tha the former's
objections are rather to dause 14 which dipulaesthat profits are to be taken a 10% of certain
deemed recaipts.

There is | think, some misundersanding about the intention and effect of these
proposds. Profits are taxable if they arise in or are derived from the Colony from a trade or
business carried on in the Colony. There are some kinds of recepts which commonsense tdls
us generdly give rise to busness profits which may properly be regarded as basicdly arisng
in or derived from the Colony; but where there may be, in some cases, adifficulty in showing
condusvely (and taxing Satutes are condrued grictly) thet atrade or busnessis carried onin
the Colony. The deeming provisonsin dause 9 are designed to remove doubt in such cases
and treat dl such receipts as generdting taxable profits. The deeming method of deding with
the problem was adopted by the Review Committee rather than ether of two rather more
radical suggestions by the Commissioner. Thereis an account of these in paragrgph 79 of Part
I of the Report.

Furthermore, in the case of some recapts from such sources, it is virtuadly impossble to
determine with any precison exactly what part
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of the recaiptsin Hong Kong are profitsarisng in or derived from the Colony. Thisis obvious,
for example, in the case of trade-marks owned aoroad. It is, therefore, necessary and desirable
to have recourseto an arbitrary but reasonable proportion.

The firg objection of my honourable Friends to this dause is the aleged taxation of
"technicd knowhow" when these provisons are goplied to such things as patents and secret
Jrocesses.

Thefirg thing | would say about thisisthat profits so derived are dreedy taxable and are,
in many cases, taxed, particularly when the sdller has a place of busnessin Hong Kong. It is
not anew tax. It would seem unreasonable to tax some of these profits and not others, Smply
because of dmogt accidenta circumgtances (i.e. the difficulty in showing in some casesthet a
trade or busness is carried on in the Colony). But it would seem equaly unreasonable to
disinguish between one source of profits and another smply on the basis of a view of the
contribution the recipient may make to the deveopment of Hong Kong (not thet dl patents,
Secret processes, eic. can be assumed to do that; for example, secret processes for the
manufacture of soft drinks). | dontt like to imagine where that road would lead us—perhgps
the exemption from tax of dl profits made on the sde by booksdlers of technica books; or
exemption of Univergty gaff from sdlariestax?

| may add two other points Frd, such payments by Hong Kong busnesses are
deductible in assessing their profits. Second, as to double taxation, | think my honourable
Friend, Dr CHUNG, is not whally correct. It is a generd convention thet the country where
profits arise or from which they are derived enjoys priority in taxing these profits and in
generd this is recognized in double taxation agreements, dthough it is true thet there are
exceptions to this (particularly in the case of shipping and air services) and exception is often
madein repect of reca pts from patent rights, royalties, etc. where, but only where, thereisno
permanent esteblishment in the country where the receipts arise. Even, however, in the
absence of double taxation agreements, the country which istaxing on aresidence badis, not a
sourcebass will usudly give unilaterd reief.

The second objection is my honourable Friend, Mr BROWNES—that is, hisobjection to
assuming an arbitrary profit figure as a percentage of gross recapts with no provison for
aoped if an actud loss can be shown. But the basic reason for assuming afixed proportion is
that neither profit nor loss can be precisdy assessed; and in any event, we could hardly accept
my honourable Friend's suggestion unless we aso resarved the right to raise the assessment
where there was evidence of higher prafits. In practice, the sources subjected to this trestment
are ones where aloss would rardy arise and | understand that the cinematograph industry a
leadt isnot unhgppy with thefigures of 10%,
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which a present would amount to 12 % of gross receipts. This is very modest compared
with other countries, such as Audrdia and South Africa, which employ the same system—
which we oursdves dready employ with life insurance companies when they want to savethe
high cogt of frequent vauations.

Furthermore, in the case of proposed new sections 15(1)(@) and (b) the deeming
provisons only goply to sums not otherwise chargeable to tax; our domestic film industry, for
example, istaxed on an agreed formulafor determining chargesble profits.

As to the word "rdeasg" in proposed new section 15(2) about which my honourable
Friend, Mr BROWNE, has doubts, the phrase occurs in United Kingdom legidation with the
same intent as in this bill; it is not defined there, presumably for lack of ambiguity. |
undergtand that it has been frequently recognized judicidly in United Kingdom courts and |
can see no difficulty with it. No other phrase has been suggested.

My honourable Friend, Mr BROWNE, is correct in his underganding that we intend to
propose the omission at the Committee sage of proposad new section 21B about manufacture
for sde droad. The Generd Chamber of Commerce has pointed out some defectsin it and
we have seen othersoursalves Wedo intend to "return to the charge” a alater date, for thereis
evidence that we are loang subdantid tax. | have noted my honourable Fiend's advice on
conaultation with commerdd interests

My honourable Friend, Mr BROWNE, has dso refared to dause 22 regarding the
exemption of licensed banks from the requirement, in connexion with Interest Tax, to issueto
the recipient of interest a certificate containing an acknowledgement by the Commissioner of
the recapt of interest tax deducted. This is pat of the new provisons desgned to give
protection to the payer of Interest Tax when it is deducted a source. We do intend to move an
amendment at the Committee sage empowering the Commissioner to specify non-banks for
the purposes of this section. The Commissoner has of course, an interest in lightening the
burden on his own gaff where the payer of interest is areponsible person making many such
payments and the form of protection given by the cartificateis not redlly necessary.

My honourable Friend, Dr CHUNG, spoke about the proposed new section 35B in dause
27 deding with initid dlowances for indudtrid buildings, objecting to the provison whereby
anindudtrid building purchased and used by someone other than the person who congtructed



HONG KONG LEGISLATIVE COUNCIL — 6th January 1971. 325

it dtracts an initid alowance on the basis of origind cost or purchase pricewhich ever isless,
rather than on the purchase price to him; so tha he gets no such dlowance on any profit
dementinthesdeprice

| mugt confessthat | am more than alittle surprised a some of my honourable Friend's
remarks on this subject. He gppearsto imply thet we are proposing to introduce a new burden
on, or discrimination againg, indudtry, particularly smdl industry, whereasin fact the proposa
isto make an additiond concesson. In 1965, | moved the reintroduction of initid alowances
for indudtria buildings, which were abolished in 1955, and & an incressed rate of 20%, with,
furthermore, a doubling of the annua dlowance. In addition, we removed & thet time the
regtriction of these dlowancesto cases wherethe building isused only by the owners; thiswas
to encourage the congtruction of flatted factoriesfor rent.

Wha we did not do then, and are now proposing to do in this bill, is to extend the
concession dill further to a building which is owned and firg used by persons other than the
person who condructed it, i.e. to purchasad buildings. My honourable Friend may, of course,
argue that the concesson as it dands is inadeguate, but that is a different matter. | have
ubgtantid reservations with his argument on initid dlowances as these dlowances are not
deprecidion dlowances in the proper sense of wear and tear alowances, but are designed to
encourage indudtrid development; and it would be rather odd to give differentid stimuli of this
sort to identicd buildings merdly on grounds that one is used by its developer and the other is
s0ld to another owner who firg usssit.

I would have more sympathy perhgps with an argument on my honourable Friend'slines
if it were gpplied to annud dlowances over thelife of the building. These, too, are affected by
the provison of which hecomplains

My honourable Friend has said that he finds the propased method incomprehensble and
has asked which other countries use it. It is taken in fact from United Kingdom law on the
subject; but it istrue that it does not teke dl the United Kingdom law for thereis an additiond
provisonin it that the sale price to the purchaser may be used, even if in excess of the cost of
condruction, where the sdler is ligble to tax on the resultant profit as being engaged in the
business of deve opment; but not atherwise. Such profits are taxablein Hong Kong in roughly
Smilar drcumgtances

As | have sad, | see some degree of meit in my honourable Fiend's argument as
goplied to annud dlowances and | am prepared to undertake to giveit further condderation. It
isnot possible, however, to promise an amendment by the Committee stage of thishill;
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the subject is very complicated. | mugt ask my honourable Friend to be content in the
meantime with the 90% or so of theloaf whichisgiven by thishill asit dands.

My honourable Friend, Mr BROWNE, spoke of dause 37 deding with arequirement that
corporations with none of the usud functionaries in the Colony inform the Commissioner of
the name and address of an individud who shall be answerable to the Commissoner under the
Ordinance. He spoke of this as an additiond length of red tape and said that no good reasons
have been given for it. The reasons are given in paragraphs 375-381 of Part 11 of the Report; |
think they are good reasons even if Mr BROWNE agpparently doesnot. Thehill doesnat, infact,
go asfar asthe Commissoner proposed, but it issurdy not unreasonable that such companies
should have someone in the Colony who will be answerable to him on matters arising from
the Ordinance. In any event the kind of absentee company to which he refersis unlikdy to
haveto do, to use the words of the hill, "any act, matter or thing required to be done under the
provisons of the Ordinance’ except, possibly, confirmation in the form of nil return that no
busnesshasin fact been carried onin the Colony.

As regards subdtitution of the word "person” for “individud”, this would, and is, |
presume, intended to dlow representation by a corporation. But it would be most illogicd to
require a corporation to be answered for by a specified type of individud if an appropricte one
isin the Colony (as provided by section 57 a present), but dlow other corporations to be
ansvered for by corporations,

| now turn to mattersnat provided for inthehill.

FHrg, my honourable Friend, Dr CHUNG, raised again, perhaps | could be excused for
saying yet agan, the subject of depreciation of lease premia This has been congdered by a
number of United Kingdom tax committees and by the Hong Kong committees of 1954 and
1965. All have rgected it for reasons given in the 1954 and 1965 Reports, dbet the 1954
Committeetook thisview by amgority. | do not think, in any case, thet the length of thelease
hasrdevanceto the argument.

Thedlied subject of depreciation dlowances for improvements carried out to leasehold
properties was discussaed by the 1965 Commiittee. It is a rather more difficult matter, where
there are cartainly some argumentsin favour of some rdlief. The Committegs view, however,
wasthat it was preduded in practice by the very grest complicationsit wasinvolve. | suggest
that it isone of the advantages of our tax
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system, bath its smple form and itslow sandard rate, that we can avoid being forced into the
kind of intricacieswe find in the tax law dsewhere and can accept minor inconsstencies and
inequities. If we wereto go in for complicated provison toiron out dl of these, particularly in
the taxpayer's favour, there would be strong grounds for abandoning our present Smple tax
gructure for something more sophidticated and burdensome.

My honourable Friend, Mr CHEUNG, has raised two points not dedlt with in the bill but
which have been represented to us by the Bar Assodiation.

In the firg place, it is suggested that the time limit, "imposed on the taxpayer”, to use
without accepting my honourable Fiends phrase, for objections before an assessment
becomes find, unless the Commissoner accepts tha there are reasonable grounds for an
extenson, should be increased from 30 daysto 60 days. For al normd crcumstances | should
have thought that 30 days was ample; indeed, in Audrdia there is no provison for extenson
beyond this period in any circumstances.

Regection of an gpplication is uncommon and | have heard of no examples of the
Commissioner withholding an extenson unreasonably or oppressvely, dthough | am drad
that | cannot say, a short notice, what proportion of gpplications have been disdlowed. | shdll
try to provide the information before the Committee stage. | mysdlf see no reason, therefore,
for amending this provison. In any event an increase from 30 to 60 days would make little
difference in practice as cases where extenson of time is refused mog often involve

particularly uncooperdive taxpayers.

My honourable Friend's second point is thet he congdersthat costs should be avardable
by the Board of Review againg ether the Commissioner or the gppdlant. | think thet such a
suggestionis, with respect for his protestationsto the contrary, based on amisconception of the
nature and purpose of the Board; and dso perhaps, but possibly nat, of the exiging provison
empowering the Board to order the payments of costs by gppdlants.

The Boad is desgned as a ample, chegp and confidentid form of review, by an
independent, lay body, of the decison made by the Commissioner on objections put to him by
taxpayers. | dress the word lay dthough the chairman is a lavyer and there may be other
lawyerson aboard. It is not acourt of law and itsfindings do not have the force of precedent;
thereisan goped fromiit to the Supreme Court, where full judicid process may be hed. Apart
from the Charman and two Deputy Chairmen, one of whom chairs eech board,
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the members give ther sarvices free. Appeds, equaly, are free; there are no charges, the codts
of the Board, unlike those of the Courts, are bornein full by public funds

This does not mean that there is objection to professond men, induding counsd,
gopearing on bendf of gppdlants, dthough they appear not as counsd but as "authorized
representatives’. But thisis at the choice of the gppdlant; anyone can represant him; and he
has, of course, another opportunity to make his case through counsd in the Supreme Court,
should he be disstidfied. The Commissoner himsdf does not normaly employ counsd,
except in some caseswhere the gppd lant does

For these reasons it seems dearly ingppropriae to provide for the award of cods there
being no legd charges and no compdling need to be represented by counsd or other
professond representatives. Indeed, | think it is undesirable to encourage any deve opment of
the Board away fromitslay roleto afully judidd one; its purpose would be largdly defeated
thereby, and we would haveto consder morefar-reaching changes.

The costs which may be awarded by the Board againg the gppdlant are of a different
kind. They are limited to $100 and are paid "as cods of the Board". The minimum cogt to
public funds of agtting of the Board (not to mention the time fredy donated by the ordinary
members who recently rgected a proposd tha they should be paid) is $1,000; and, as the
apped procedureisfreg, it would seem only reasonable that frivolous appelants should meke
some contribution to cods. It would be aisurd, of course, to provide for a Smilar awvard of
cogs againg the Commissoner asdl the Board's cogs are paid from public fundsin any case.
Indead, it seems to me tha there are grounds for rasing the maximum award subgtantialy
higher asthe present figure dates from the days when the minimum cogt of a session was not
$1,000 but $200. But thefact isthat no order for costs has ever been made by the Board.

| should add findly that naither the Generd nor the Specid Commissonsin the United
Kingdom, who dosdy correspond to our Board of Review, have power to award codts.

I think | have now spoken on dl the points raised by honourable Members, perhaps not
dwaysto thar satisfaction. | gpologize for my prolixity but the subject of tax doesnot dlow of
brief repliesif | am to explain the pogtion fully.
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Honourable Members have dso received alig of the amendments which we a present
proposeto put forward a the Committee stage, with abrief account of the reasonsfor them.

Quedtion put and agreed to.
Bill read the second time.

Bill committed to a committee of the whole Council pursuant to Sanding Order No
43(2).

Adjournment

Motion made and question proposed. That this Council do now adjourn—THE
COLONIAL SECRETARY (SRHUGH NORMAN-WALKER).

354 pm.
CrimeSatigics

MR CHEUNG.—SIr, before the Coundil rises | wish to express my very degp concern a
the gatidtics for serious crime, which gppear as Appendix 12 to the Annua Report of the
Commissoner of Police for the year ended 31¢ March 1970, which was tabled here earlier
thisafternoon.

If we look fird a the cases of murder and mandaughter, we will see that 55 of such
cases were reported to the police within that period. | wish to compare it with the figures for
the years 1961-66: the average for those yearswas 29 casesin ayear. For the 12 monthswhich
have jugt ended the number of murder and mandaughter cases was 70, as is wel known,
thanksto the vigilance of the pressin giving cogent publicity to the deteriorating Stuation.

This cannot be caled alow rate for acivilized sodiety, for | compare it further with the
number of murder and mandaughter cases reported in England and Wales for the year 1968,
the lagt year for which | have data In that year in England and Wales the number was 183.
That isfor a population of just over 47,000,000 which is 12 timesthe 9ze of ours. So our rate
of murder and mandaughter per million of population is 4: times the rate prevailing in
1968 in England and Wales

In the year ended 31s March lagt year the Commissoner reveds that 28 young persons
in the age group 16-21 were prosecuted for murder or mandaughter. This compares with the
average of one young person prosecuted in each of the years 1960-65. However more
darming are the figures for robbery. Robbery with firearms has risen from one or two casesa
year to 6 cases ayear. At onetime 20 yearsago
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it was an offence which was a dangerous threat, but it subsded after some sdutary sentences
of corpord punishment and long years of imprisonment had been passed on the culprits |
hope thelessons of those years have not been log.

The red menace today comes from robberies of other descriptions. For the whole of the
5 years 1961-66, there were 1,100 cases, making an average of 220 cases ayear. They have
shown adigurbing risein recent years. They had legpt to 1,600 or 1,700 ayear in 1967-69; in
the year ended 314 March 1970 the number of cases have jumped to nearly 2500. In the 12
monthsjust ended the figureis 3,000 or very neer it.

That ismore than thetota number of robberies committed in England and Waesfor the
year 1968. Itisawhadlly intolerablelevd.

Even more didurbing is the fact that during January—November 1970, hdf the
criminds prosecuted for robbery came from the age group 16-21 years, and another 23% from
those between 8 and 16, showing marked risesfrom the year before.

In the early 1960's the number of young persons prosecuted in a year for robbery
averaged 55. There hasnow beena12 fold increese

The serious assaults have dso shown asharp rise from the early 1960's; serious assaulits
in the gatidics are those where the culprit has wounded or causad grievous bodily harm,
sometimes with intent to wound, to disfigure or to inflict such grievous bodily harm, in which
case the maximum sentence is imprisonment for life. Sometimes such wounding is without
such maafideintent, in which the maximum sentenceis 3 yearsimprisonmen.

The figures for sarious assaults have doubled from the early 1960s. Cases of rgpe in
1961-66 amounted in dl to 18 casesin those 5 years. Lagt year dong there were 37. Indecent
assaults on femd es have doubled; other sexud offenceslagt year amounted to 300, dmod the
totd for thewhole of the 5 years 1961-66.

I will not take up honourable Members time further with figures, but | would invite the
public to sudy the gatigtics published in the Commissoner's report and compare them with
the gatistics published in previous years which are very conveniently found at the end of each
Hong Kong Year Book.

| would not depart, Sr, for one moment from what you recently sad—that we are
essentidly alaw abiding community, and that it isasmal minority who arelavless
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But | will collect together afew further factsbefore | st down.—
() Thelast two or three years have been years of employment.
(2 Thegenard gandard of living hasrisen.
(3) Thepdiceforceisever moreefficient and vigilant.

(4) Law enforcement finds strong support from the public; and nat only strong
support, but positive demand.

(5 Corpord punishment, until recently, fel into generd disuse.

(6) This Coundl in late 1967 passed section 109(a) in the Crimina Procedure
Ordinance, the section which directs the Courts not to send young persons
aged 16-21 to prison unless no ather method of dedling with them could be
found.

In the book of any criminologist of reformative pursuasion, these are Sx factors which
ought to have been contributed to a reduction in crime. Yet as the Commissoner reveds
violent crime has segply risen. To my mind the condusion is obvious, but | will let
honourable Membersdraw their own.

For my part, Sr,—if | may be permitted to say afew words addressed to those in our
community who repudiate socid discipline, and who are actuated towards crime by maotives
of indolence, easy money, vanity, excitement or the sheer love of evil— say to them that we
in this Coundil are not without power to ensure that they are visted with stern retribution. |
hope that they note, and mark, that the word | use is "retribution” and not "denuniciation”. |
hope none of them will underrate our resources or doubt our resolve.

MRP. C. Woo—S8ir, | have lisgened with great interest to the speech of my honourable
Friend, Mr CHEUNG, and | am infull agreement with what he has said.

The Crime Report by the Commissoner of Police for November 1970 shows in
Appendix | on page 15 of that Report that offencesrase from agrand totd of 209,509 casesin
1965 to a totd of 288,632 in 1970; on page 4 & Table VI, the Divisond Breskdown of
Robberies shows a grand totd of 242 robberiesin July 1970 and that for November 1970 is
318, which latter figureisthe highest monthly total ever recorded.

My honourable Friend, Mr ROBERTS, in his gpeach before this Counal on 7th October
1970 sad—

"While the task of deciding on the actud sentencein aparticular caseisthat of the
Courts, it isthis Council which decides whet kinds of punishment may beimposed.”
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and he dted as an example tha this Coundl amended the Crimind Procedure Ordinance
inhibiting the Courts from imposing prison sentences on young offenders unless there are no
other gppropriate ways of dedling with them.

Thiswastruein 1967, but it must be redized in 1967 this Colony was not faced aswein
1970-71 are faced with the problem of violence by young persons. | invite this Coundil once
aganto look at the November 1970 Crime Report by the Police. At page 12, the grgph shows
that for January to November 1970 the percentages of persons prosecuted for robberies were:

Yo BN PZARYS SF- 00 Ko V= o HOO N 2%
Young PErSON (16-20 YEANS) .....cuvereeerrnesesrnessssssesssssssssssssssssssssssssesans 50%
JIVENIE (UNEN 16 YEANS) .....eoveereeereeeeereeseessesseessessesssessessessesssssssenes 23%

Thesefigures are great cause for darm, and the time isripe for this Counal to act, and
act effectively to combat thisevil &flicting this Colony today.

My honourable Friend, Mr CHEUNG, said "that we in this Coundil are not without power
to ensurethat they (the crimindls) are visted with stern retribution.” | amplify this statement by
saying "that we in this Coundil should now condder whether the 1967 amendment to the
Crimina Procedure Ordinance preventing the Courtsto send young criminasto prison should
be suspended until the spate of violent crimes has subsided.”

Let usact now, let usdday nomore.

MR WILFRED S. B. WONG.—Sir, in supporting my colleagues in therr concern
regarding crime gatidics, | would like to cal atention to an assessment of the basic principles
of law and order.

In Wegtern dvilization the Sixth and Eighth Commandments formed the basis of law
agang murder and robbery. In Chinese divilization the priority of crime is do in the same
order of murder and robbery, i.e agand life and property. In recent years there has been a
tendency throughout the world to dassfy criminds as a whole or a group of unfortunate
young people lacking in opportunities to be useful members of sodety. This kind and
sympahetic pamissveness acts as no delerent agang violent crimes emanding from
immeature minds who employ the primitive but effective method of plain bullying againgt
defencdess people, thus increesing murder and robberies to an extent that the so-cdled
avilized communities have never experienced



HONG KONG LEGISLATIVE COUNCIL — 6th January 1971. 333

before. The Satigtical agpect of the presentation has been amply made by my colleagues.

No one quarrd swith the theory that afew misguided youths should have another chance
in becoming respongble citizens, but the incongruity liesin the fact that too many defenceess
citizens are exposad like gtting ducks to violence, and are we, as Government, providing the
essentid protection to life and property to which people are entitled? By we, | mean the
executive, legiddive and judicd branches of Government. Are we tackling the specid
problem with gpecid measures? With organized triad societies who commit murder in the
flick of an eydash and organized gangs who systemaicaly raid innocent victims in multi-
doried flats and londly staircases of buildings, are we organizing apedia squad to counteract
this menace? | redize that it is difficult to operate amod squad in Hong Kong, but a specid
effort should bemadein thet direction.

Legdly and technicaly, people who bregk the law are dl lawbregkers. Soddly and
mordly, there is a vad difference between those who bregk the law of the Sixth and Eighth
Commandments and those who bresk the traffic parking regulaions

I have nathing but respect for the traffic branch of the policewhich last year hauled avay
some 25,000 cars from the dreets, but in the light of the present priority would it not be more
gopropriateto divert policemen who are gpotting and hauling cars from off sregtsto the mgor
task of tracking down triad murderers and robbers. The record of solving murders in Hong
Kong, to befar, isgood, but robberies remain the mgor problem. A knifein alift and aniron
pipe in a darcase is becoming a pattern of sodd behaviour agang defencdess ditizens. It
may be possble to organize teams to ambush and bait such robbers If thisis ever successful |
sncerdy hope that the police will not be branded "agent provocateurs' when they do catch
robbers in that manner. Heavy sentences must be meted out to act as a deterrent againg such
crime. | am confident that certain dtizens are prepared to assst these gpecid squads so that
robbery will not be dlowed to pay.

MR KAN:—Sir, within the few minutes yet available under Standing Order 9, may | add
one or two words to what has aready been sad by the three previous speskers. Sir, the serious
concern which they have expressed is indeed shared by dl the Unofficid Members of the
Coundl and | believe by avery wide section of the community here. Admittedly the record of
the palice in crime detection is very high and | think the Commissoner of Police is to be
congratulated onit. But thereisvery smdl consolation to the victim, or would-be



334 HONG KONG LEGISLATIVE COUNCIL — 6th January 1971.

[MRKAN] Crime Statigtics

victims, particularly when life and seriousinjuries to persons are involved. Sir, whatever may
besad, | dont think it can be denied that we have a serious problem upon us, aproblem which
needs to be tackled with every resolve, a problem which | bdieve concerns dl of us—
Government, this Coundil, the courts and the whole community. | think the Stuaion requires
that some pogtive action mugt be taken and | beieve | am right in saying that any measure
which Government proposesin that regard will have the support of the Unofficid Members.

THE ATTORNEY GENERAL (ACTING) (MR SNEATH): —Sir, may | firg thank
honourable Members who have today given s0 dear an indication of the resolve of this
Coundil to adopt whatever measures are thought fit to counter any chalenge to the persond
safety which every member of the public is entitled to expect. Government, Sir, is no less
resolved and | would not want anything | say today to be taken as minimizing the seriousness
which Government ataches to any upward trend in crime figures, particularly violent crime

perpetrated by younggers

May | now refer, Sir, as has dready been done by my honourable Fiend, Mr P C. WO,
to the speach by the Attorney Generd in this Counal on 9th October 1970, when he was
concarned, as he sad, with punishment as a deterrent. He spoke, Sir, of the practice of the
Courts of inflicting what he cdled sharper sentences when any particular offence became too
prevaent. He might, Sir, have gone on to say thet that process had perhaps dreedy begun
because in June this year the Chief Jugtice in open court sated that nether he nor any of his
brathers on the Supreme Court objected to the impogtion of the pendty of caning where some
offences had become too prevadent and he went on to single out crimes of violence as being
caseswherethat pendty would not beingppropriate.

However, Sir, the Attorney Generd went on to remind this Council, as has been done
today by my honourable Friends, Mr Oswvald CHEUNG and Mr P. C. WOO, of the amendment
to the Crimina Procedure Ordinance carried out in 1967. | do not wish to suggest, Sir, that we
have moved too far with that amendment, nor that the Courts have in any way misnterpreted
the intention of the legidature. What | would like to suggest is that before we act on the
suggedion of my honourable Fiend, Mr P C. WOO, tha that amendment should be
temporarily suspended, we should first consder very carefully whether our courts are armed
with the full range of methods of dedling with young offenders—particularly offenders who
commit crimes of violence,
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and honourable Members will recdl that the Chief Justice has advocated the introduction into
Hong Kong of detention centres for young offenders, and | am glad of this opportunity, Sir, to
say that Government is considering carefully this proposd.

A reference has been made to the functions of the Police Force in curbing crimes of
violence And indeed my honourable Fiend, Mr Wilfred WONG, has suggested—if |
undergand him aright—that the Police priorities might be adjusted in the present Stuation; and
in particular that |ess men should chase the erring motorist and more should be used to prevent
these types of crimes, perhaps by the use of specid squads. | think, Sir, | fairly represent the
Police view when | say that the deployment of manpower is dways a fine baance between
competing interests, and there are here two points to be made. Thefirg isthat any relaxation
for any length of time of the efforts of the Traffic Branch could quite eesly bring traffic in our
dreetsto ahdt and hand those dtredts over to chaos, and the second isthat in the fight againgt
crime new tactics are condantly being sought to meet each new threet.

May | findly suggest, Sir, and again | am surethat in this | gpesk for the Commissoner
of Police, that the public dso hasits part to play. The Hong Kong householder iswdl usad to
securing his premises againg intruson. We are dl familiar with the chains on the front doors
which arefitted with "pegp-holes’ and eaborate bars on the lower windows. It is, therefore, dl
the more srange that these same people seem to neglect thair fird line of defence, for, Sir, the
fird line of defence for sodiety againg depredation isits Police Force, and | think, Sir, thet the
detection ratefor crime shows how well srved Hong Kongisin this respect.

But why then do robberies and assaults continue to hgppen in public places, often in
broad daylight? Part of the answer may be that the robbers and the assallants rdly on the fact
that no passr-by is going to intervene and, more serious, that no goectator islikdy to cdl the
Police nor to volunteer information and offer his sarvices as a witness, thereby rendering it
morelikely that the assailant will be caught and prosecuted successfully. And wordt of dl, Sir,
isthe fact that the victims themsdlves so often fall to report to the Police. It may be wondered
how one can make a confident satement about that. The evidence liesin the large number of
golen atides which the Police are able to recover only to discover that their loss has never
been reported, even in cases when the Police know full well that the loss occurred during the

course of arobbery.

Themord, Sir, perhaps, istha assault and robberies, particularly in public places, would
ggnificantly diminish if every passar-by could be rdied on to summon hdp immediately, and
every spectaor to give
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full information and volunteer his sarvices as a witness, Then, Sir, we should be making full
and efective use of our firg line of defence.

S, | support themoation.

Quedtion put and agreed to.

Next gtting

HISEXCELLENCY THE PRESIDENT:—Accordingly | now adjourn the Coundil until 2.30
p.m. on Wednesday 20th January 1971.

The Coundil adjourned at twenty-three minutes past four o'dock.
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