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OFFICIAL RECORD OF PROCEEDINGSOFFICIAL RECORD OF PROCEEDINGSOFFICIAL RECORD OF PROCEEDINGSOFFICIAL RECORD OF PROCEEDINGS

Wednesday, 19 February 1992Wednesday, 19 February 1992Wednesday, 19 February 1992Wednesday, 19 February 1992

The Council met at half-past Two o'clockThe Council met at half-past Two o'clockThe Council met at half-past Two o'clockThe Council met at half-past Two o'clock

PRESENTPRESENTPRESENTPRESENT

THE DEPUTY PRESIDENTTHE DEPUTY PRESIDENTTHE DEPUTY PRESIDENTTHE DEPUTY PRESIDENT
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THE FINANCIAL SECRETARYTHE FINANCIAL SECRETARYTHE FINANCIAL SECRETARYTHE FINANCIAL SECRETARY

THE HONOURABLE NATHANIEL WILLIAM HAMISH MACLEOD, C.B.E., J.P.THE HONOURABLE NATHANIEL WILLIAM HAMISH MACLEOD, C.B.E., J.P.THE HONOURABLE NATHANIEL WILLIAM HAMISH MACLEOD, C.B.E., J.P.THE HONOURABLE NATHANIEL WILLIAM HAMISH MACLEOD, C.B.E., J.P.

THE ATTORNEY GENERALTHE ATTORNEY GENERALTHE ATTORNEY GENERALTHE ATTORNEY GENERAL
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THE HONOURABLE MARTIN LEE CHU-MING, Q.C., J.P.THE HONOURABLE MARTIN LEE CHU-MING, Q.C., J.P.THE HONOURABLE MARTIN LEE CHU-MING, Q.C., J.P.THE HONOURABLE MARTIN LEE CHU-MING, Q.C., J.P.
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THE HONOURABLE PANG CHUN-HOI, M.B.E.THE HONOURABLE PANG CHUN-HOI, M.B.E.THE HONOURABLE PANG CHUN-HOI, M.B.E.THE HONOURABLE PANG CHUN-HOI, M.B.E.

THE HONOURABLE SZETO WAHTHE HONOURABLE SZETO WAHTHE HONOURABLE SZETO WAHTHE HONOURABLE SZETO WAH

THE HONOURABLE TAM YIU-CHUNGTHE HONOURABLE TAM YIU-CHUNGTHE HONOURABLE TAM YIU-CHUNGTHE HONOURABLE TAM YIU-CHUNG
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IN ATTENDANCEIN ATTENDANCEIN ATTENDANCEIN ATTENDANCE

MR DAVID ALAN CHALLONER NENDICK, C.B.E., J.P.MR DAVID ALAN CHALLONER NENDICK, C.B.E., J.P.MR DAVID ALAN CHALLONER NENDICK, C.B.E., J.P.MR DAVID ALAN CHALLONER NENDICK, C.B.E., J.P.
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MR JOHN CHAN CHO-CHAK, L.V.O., O.B.E., J.P.MR JOHN CHAN CHO-CHAK, L.V.O., O.B.E., J.P.MR JOHN CHAN CHO-CHAK, L.V.O., O.B.E., J.P.MR JOHN CHAN CHO-CHAK, L.V.O., O.B.E., J.P.
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MR ALISTAIR PETER ASPREY, O.B.E., A.E., J.P.MR ALISTAIR PETER ASPREY, O.B.E., A.E., J.P.MR ALISTAIR PETER ASPREY, O.B.E., A.E., J.P.MR ALISTAIR PETER ASPREY, O.B.E., A.E., J.P.
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MRS ELIZABETH WONG CHIEN CHI-LIEN, I.S.O., J.P.MRS ELIZABETH WONG CHIEN CHI-LIEN, I.S.O., J.P.MRS ELIZABETH WONG CHIEN CHI-LIEN, I.S.O., J.P.MRS ELIZABETH WONG CHIEN CHI-LIEN, I.S.O., J.P.

SECRETARY FOR HEALTH AND WELFARESECRETARY FOR HEALTH AND WELFARESECRETARY FOR HEALTH AND WELFARESECRETARY FOR HEALTH AND WELFARE

MR PAUL LEUNG SAI-WAH, J.P.MR PAUL LEUNG SAI-WAH, J.P.MR PAUL LEUNG SAI-WAH, J.P.MR PAUL LEUNG SAI-WAH, J.P.

SECRETARY FOR RECREATION AND CULTURESECRETARY FOR RECREATION AND CULTURESECRETARY FOR RECREATION AND CULTURESECRETARY FOR RECREATION AND CULTURE

MR PETER LAI HING-LING, J.P.MR PETER LAI HING-LING, J.P.MR PETER LAI HING-LING, J.P.MR PETER LAI HING-LING, J.P.

SECRETARY FOR CONSTITUTIONAL AFFAIRSSECRETARY FOR CONSTITUTIONAL AFFAIRSSECRETARY FOR CONSTITUTIONAL AFFAIRSSECRETARY FOR CONSTITUTIONAL AFFAIRS

THE CLERK TO THE LEGISLATIVE COUNCILTHE CLERK TO THE LEGISLATIVE COUNCILTHE CLERK TO THE LEGISLATIVE COUNCILTHE CLERK TO THE LEGISLATIVE COUNCIL

MR LAW KAM-SANGMR LAW KAM-SANGMR LAW KAM-SANGMR LAW KAM-SANG



PapersPapersPapersPapers

The following papers were laid on the table pursuant to Standing Order 14(2):The following papers were laid on the table pursuant to Standing Order 14(2):The following papers were laid on the table pursuant to Standing Order 14(2):The following papers were laid on the table pursuant to Standing Order 14(2):

SubjectSubjectSubjectSubject

Subsidiary LegislationSubsidiary LegislationSubsidiary LegislationSubsidiary Legislation L.N. No.L.N. No.L.N. No.L.N. No.

Public Health and Municipal Services (PublicPublic Health and Municipal Services (PublicPublic Health and Municipal Services (PublicPublic Health and Municipal Services (Public

Pleasure Grounds) (Amendment of FourthPleasure Grounds) (Amendment of FourthPleasure Grounds) (Amendment of FourthPleasure Grounds) (Amendment of Fourth

Schedule) OrdeSchedule) OrdeSchedule) OrdeSchedule) Order 1992..................................................r 1992..................................................r 1992..................................................r 1992..................................................

13/9213/9213/9213/92

Abattoirs (Urban Council) (Amendment) Abattoirs (Urban Council) (Amendment) Abattoirs (Urban Council) (Amendment) Abattoirs (Urban Council) (Amendment) 

BylawBylawBylawBylaw

1992.................................................................1992.................................................................1992.................................................................1992................................................................. 14/9214/9214/9214/92

Hawker (Urban Council) (Amendment) Hawker (Urban Council) (Amendment) Hawker (Urban Council) (Amendment) Hawker (Urban Council) (Amendment) 

BylawBylawBylawBylaw

1992.................................................................1992.................................................................1992.................................................................1992................................................................. 15/9215/9215/9215/92

Slaughterhouses (Urban Council) (Amendment)Slaughterhouses (Urban Council) (Amendment)Slaughterhouses (Urban Council) (Amendment)Slaughterhouses (Urban Council) (Amendment)



BylawBylawBylawBylaw

1992.................................................................1992.................................................................1992.................................................................1992................................................................. 16/9216/9216/9216/92

Public Swimming Pools (Regional Council)Public Swimming Pools (Regional Council)Public Swimming Pools (Regional Council)Public Swimming Pools (Regional Council)

(Amendment) Bylaw 1992.(Amendment) Bylaw 1992.(Amendment) Bylaw 1992.(Amendment) Bylaw 1992.............................................................................................................................................................................

17/9217/9217/9217/92

Kowloon-Canton Railway (Restricted Area) Kowloon-Canton Railway (Restricted Area) Kowloon-Canton Railway (Restricted Area) Kowloon-Canton Railway (Restricted Area) 

NoticeNoticeNoticeNotice

1992.................................................................1992.................................................................1992.................................................................1992................................................................. 18/9218/9218/9218/92

Waste Disposal (Appeal Board) Regulation............................Waste Disposal (Appeal Board) Regulation............................Waste Disposal (Appeal Board) Regulation............................Waste Disposal (Appeal Board) Regulation............................

19/9219/9219/9219/92

Waste Disposal (Chemical Waste) (General)Waste Disposal (Chemical Waste) (General)Waste Disposal (Chemical Waste) (General)Waste Disposal (Chemical Waste) (General)

Regulation..................................................................Regulation..................................................................Regulation..................................................................Regulation..................................................................

20/9220/9220/9220/92

Waste Disposal (Forms and Fees for Licences)Waste Disposal (Forms and Fees for Licences)Waste Disposal (Forms and Fees for Licences)Waste Disposal (Forms and Fees for Licences)

Regulation................................................................Regulation................................................................Regulation................................................................Regulation........................................................................

21/9221/9221/9221/92

Consular Relations (Privileges and Immunities)Consular Relations (Privileges and Immunities)Consular Relations (Privileges and Immunities)Consular Relations (Privileges and Immunities)

(Commonwealth Countries and Republic of(Commonwealth Countries and Republic of(Commonwealth Countries and Republic of(Commonwealth Countries and Republic of

Ireland) (Amendment) Order 1992................................Ireland) (Amendment) Order 1992................................Ireland) (Amendment) Order 1992................................Ireland) (Amendment) Order 1992................................ 22/9222/9222/9222/92

Registration of Persons (Invalidation of OldRegistration of Persons (Invalidation of OldRegistration of Persons (Invalidation of OldRegistration of Persons (Invalidation of Old

Identity Cards) Order 1992......Identity Cards) Order 1992......Identity Cards) Order 1992......Identity Cards) Order 1992..........................................................................................................................................................

23/9223/9223/9223/92

Merchant Shipping (Prevention of Oil Pollution)Merchant Shipping (Prevention of Oil Pollution)Merchant Shipping (Prevention of Oil Pollution)Merchant Shipping (Prevention of Oil Pollution)

Regulations (Exemption) Notice....................................Regulations (Exemption) Notice....................................Regulations (Exemption) Notice....................................Regulations (Exemption) Notice....................................

24/9224/9224/9224/92



Sessional Papers 1991-92Sessional Papers 1991-92Sessional Papers 1991-92Sessional Papers 1991-92

No. 44No. 44No. 44No. 44 -------- Hong Kong Examinations Authority 1991Hong Kong Examinations Authority 1991Hong Kong Examinations Authority 1991Hong Kong Examinations Authority 1991

FinaFinaFinaFinancial Statements for the year endedncial Statements for the year endedncial Statements for the year endedncial Statements for the year ended

31 August 1991 with Programme of31 August 1991 with Programme of31 August 1991 with Programme of31 August 1991 with Programme of

Activities 1.9.1990 - 31.8.1991Activities 1.9.1990 - 31.8.1991Activities 1.9.1990 - 31.8.1991Activities 1.9.1990 - 31.8.1991

No. 45No. 45No. 45No. 45 -------- The Hong Kong Academy for Performing ArtsThe Hong Kong Academy for Performing ArtsThe Hong Kong Academy for Performing ArtsThe Hong Kong Academy for Performing Arts

Annual Report July 1990 to June 1991Annual Report July 1990 to June 1991Annual Report July 1990 to June 1991Annual Report July 1990 to June 1991

No. 46 No. 46 No. 46 No. 46 -------- Occupational Safety and Health CouncilOccupational Safety and Health CouncilOccupational Safety and Health CouncilOccupational Safety and Health Council

Annual Report 1 April 1990 - 31 March 1991Annual Report 1 April 1990 - 31 March 1991Annual Report 1 April 1990 - 31 March 1991Annual Report 1 April 1990 - 31 March 1991

No. 47No. 47No. 47No. 47 -------- Trustee's Report on the Administration ofTrustee's Report on the Administration ofTrustee's Report on the Administration ofTrustee's Report on the Administration of

the Education Scholarships Fund for the year endedthe Education Scholarships Fund for the year endedthe Education Scholarships Fund for the year endedthe Education Scholarships Fund for the year ended

31 August 199131 August 199131 August 199131 August 1991

No. 48No. 48No. 48No. 48 -------- Report by The Commissioner of Police on theReport by The Commissioner of Police on theReport by The Commissioner of Police on theReport by The Commissioner of Police on the

Administration of the PAdministration of the PAdministration of the PAdministration of the Police Welfare Fundolice Welfare Fundolice Welfare Fundolice Welfare Fund

for the period from 1 April 1989 to 31 March 1990for the period from 1 April 1989 to 31 March 1990for the period from 1 April 1989 to 31 March 1990for the period from 1 April 1989 to 31 March 1990

No. 49No. 49No. 49No. 49 -------- Report of the Public Accounts CommitteeReport of the Public Accounts CommitteeReport of the Public Accounts CommitteeReport of the Public Accounts Committee

on the Report of the Director of Audit on theon the Report of the Director of Audit on theon the Report of the Director of Audit on theon the Report of the Director of Audit on the

Accounts of the Hong Kong Government forAccounts of the Hong Kong Government forAccounts of the Hong Kong Government forAccounts of the Hong Kong Government for

the year ended 31 March 1991 anthe year ended 31 March 1991 anthe year ended 31 March 1991 anthe year ended 31 March 1991 andddd

the results of value for money Auditsthe results of value for money Auditsthe results of value for money Auditsthe results of value for money Audits

    January 1992January 1992January 1992January 1992

            P.A.C. Report No. 17P.A.C. Report No. 17P.A.C. Report No. 17P.A.C. Report No. 17

No. 50No. 50No. 50No. 50 -------- Revisions of the 1991-92 estimates approvedRevisions of the 1991-92 estimates approvedRevisions of the 1991-92 estimates approvedRevisions of the 1991-92 estimates approved

by the Urban Council during the third quarterby the Urban Council during the third quarterby the Urban Council during the third quarterby the Urban Council during the third quarter

of the 1991-92 Financial yearof the 1991-92 Financial yearof the 1991-92 Financial yearof the 1991-92 Financial year

No. 51No. 51No. 51No. 51 -------- Urban Council EsUrban Council EsUrban Council EsUrban Council Estimates of Revenue andtimates of Revenue andtimates of Revenue andtimates of Revenue and

Expenditure for the Financial Year 1992-93Expenditure for the Financial Year 1992-93Expenditure for the Financial Year 1992-93Expenditure for the Financial Year 1992-93

No. 52No. 52No. 52No. 52 -------- Regional Council Estimates of Revenue andRegional Council Estimates of Revenue andRegional Council Estimates of Revenue andRegional Council Estimates of Revenue and



Expenditure for the year ending 31 March 1993Expenditure for the year ending 31 March 1993Expenditure for the year ending 31 March 1993Expenditure for the year ending 31 March 1993

DEPUTY PRESIDENT: In addition to the business on the Order Paper there will be aDEPUTY PRESIDENT: In addition to the business on the Order Paper there will be aDEPUTY PRESIDENT: In addition to the business on the Order Paper there will be aDEPUTY PRESIDENT: In addition to the business on the Order Paper there will be a

statement from the Financial Secretary under Standing Order 20 after Question Time.statement from the Financial Secretary under Standing Order 20 after Question Time.statement from the Financial Secretary under Standing Order 20 after Question Time.statement from the Financial Secretary under Standing Order 20 after Question Time.

Addresses by MembersAddresses by MembersAddresses by MembersAddresses by Members

The Hong Kong Academy for Performing Arts Annual Report July 1990 to June 1991The Hong Kong Academy for Performing Arts Annual Report July 1990 to June 1991The Hong Kong Academy for Performing Arts Annual Report July 1990 to June 1991The Hong Kong Academy for Performing Arts Annual Report July 1990 to June 1991

MRS MIRIAM LAU: Mr Deputy President, the 1990-91 Annual Report of the Hong Kong AcademyMRS MIRIAM LAU: Mr Deputy President, the 1990-91 Annual Report of the Hong Kong AcademyMRS MIRIAM LAU: Mr Deputy President, the 1990-91 Annual Report of the Hong Kong AcademyMRS MIRIAM LAU: Mr Deputy President, the 1990-91 Annual Report of the Hong Kong Academy

for Performing Arts for the year ended 30 June 1991 is tabled before this Councilfor Performing Arts for the year ended 30 June 1991 is tabled before this Councilfor Performing Arts for the year ended 30 June 1991 is tabled before this Councilfor Performing Arts for the year ended 30 June 1991 is tabled before this Council

today.today.today.today.

As a member of the Council of the Academy during the period covered by the report,As a member of the Council of the Academy during the period covered by the report,As a member of the Council of the Academy during the period covered by the report,As a member of the Council of the Academy during the period covered by the report,

it is my great pleasure to present this report to you and Members of this Council.it is my great pleasure to present this report to you and Members of this Council.it is my great pleasure to present this report to you and Members of this Council.it is my great pleasure to present this report to you and Members of this Council.

The Academy established two new courses during the year, one on opera in SeptemberThe Academy established two new courses during the year, one on opera in SeptemberThe Academy established two new courses during the year, one on opera in SeptemberThe Academy established two new courses during the year, one on opera in September

1990 and one on television production in February 1991. Opera is central to classical1990 and one on television production in February 1991. Opera is central to classical1990 and one on television production in February 1991. Opera is central to classical1990 and one on television production in February 1991. Opera is central to classical

musical experience and is an essential part of a singer's training.  The new operamusical experience and is an essential part of a singer's training.  The new operamusical experience and is an essential part of a singer's training.  The new operamusical experience and is an essential part of a singer's training.  The new opera

course offers classes in acting, movement, language and repertoire as well ascourse offers classes in acting, movement, language and repertoire as well ascourse offers classes in acting, movement, language and repertoire as well ascourse offers classes in acting, movement, language and repertoire as well as

fully-staged performances. The new television production course covers camera andfully-staged performances. The new television production course covers camera andfully-staged performances. The new television production course covers camera andfully-staged performances. The new television production course covers camera and

lighting skills as well as production management, editing and sound, and the theorylighting skills as well as production management, editing and sound, and the theorylighting skills as well as production management, editing and sound, and the theorylighting skills as well as production management, editing and sound, and the theory

of broadcasting and visual communication.  Graduates from this course will help toof broadcasting and visual communication.  Graduates from this course will help toof broadcasting and visual communication.  Graduates from this course will help toof broadcasting and visual communication.  Graduates from this course will help to

meet the pressing demand for trained manpower from the local television and filmmeet the pressing demand for trained manpower from the local television and filmmeet the pressing demand for trained manpower from the local television and filmmeet the pressing demand for trained manpower from the local television and film

industries.industries.industries.industries.

An even more important development was the completion over the yearAn even more important development was the completion over the yearAn even more important development was the completion over the yearAn even more important development was the completion over the year of course of course of course of course

restructuring in preparation for the Academy's transition to a degree-grantingrestructuring in preparation for the Academy's transition to a degree-grantingrestructuring in preparation for the Academy's transition to a degree-grantingrestructuring in preparation for the Academy's transition to a degree-granting

institution.  Subject to the accreditation by a visiting panel of internationalinstitution.  Subject to the accreditation by a visiting panel of internationalinstitution.  Subject to the accreditation by a visiting panel of internationalinstitution.  Subject to the accreditation by a visiting panel of international

experts next month, the Academy will be admitting its first degree level studentsexperts next month, the Academy will be admitting its first degree level studentsexperts next month, the Academy will be admitting its first degree level studentsexperts next month, the Academy will be admitting its first degree level students

in September this year. The ability of the Academy to offer degrees will not onlyin September this year. The ability of the Academy to offer degrees will not onlyin September this year. The ability of the Academy to offer degrees will not onlyin September this year. The ability of the Academy to offer degrees will not only

testify to its high standards of professional training, but will also help to attracttestify to its high standards of professional training, but will also help to attracttestify to its high standards of professional training, but will also help to attracttestify to its high standards of professional training, but will also help to attract

students of the highest calibre.students of the highest calibre.students of the highest calibre.students of the highest calibre.



The Academy is committed to achieving international artisThe Academy is committed to achieving international artisThe Academy is committed to achieving international artisThe Academy is committed to achieving international artistic standards.  To keeptic standards.  To keeptic standards.  To keeptic standards.  To keep

abreast of such standards, master classes were held by visiting lecturers, and staffabreast of such standards, master classes were held by visiting lecturers, and staffabreast of such standards, master classes were held by visiting lecturers, and staffabreast of such standards, master classes were held by visiting lecturers, and staff

and students took part in several overseas seminars and performances.and students took part in several overseas seminars and performances.and students took part in several overseas seminars and performances.and students took part in several overseas seminars and performances.

Public performance forms an important part of the training for students.  IPublic performance forms an important part of the training for students.  IPublic performance forms an important part of the training for students.  IPublic performance forms an important part of the training for students.  In then then then the

period covered by the annual report, the students presented no less than 266 publicperiod covered by the annual report, the students presented no less than 266 publicperiod covered by the annual report, the students presented no less than 266 publicperiod covered by the annual report, the students presented no less than 266 public

performances before audiences exceeding 35 000 people. This experience stands themperformances before audiences exceeding 35 000 people. This experience stands themperformances before audiences exceeding 35 000 people. This experience stands themperformances before audiences exceeding 35 000 people. This experience stands them

in good stead.  Academy graduates now play a major role in Hong Kong's performingin good stead.  Academy graduates now play a major role in Hong Kong's performingin good stead.  Academy graduates now play a major role in Hong Kong's performingin good stead.  Academy graduates now play a major role in Hong Kong's performing

arts.arts.arts.arts.

Mr Deputy President, I am most gratified that the Academy had another veryMr Deputy President, I am most gratified that the Academy had another veryMr Deputy President, I am most gratified that the Academy had another veryMr Deputy President, I am most gratified that the Academy had another very

successful year.  I am confident that the Academy will successfully go through thesuccessful year.  I am confident that the Academy will successfully go through thesuccessful year.  I am confident that the Academy will successfully go through thesuccessful year.  I am confident that the Academy will successfully go through the

accreditation process next month and will become a degree-granting institution thisaccreditation process next month and will become a degree-granting institution thisaccreditation process next month and will become a degree-granting institution thisaccreditation process next month and will become a degree-granting institution this

summer.summer.summer.summer.

Report of the Public Accounts Committee on the Report of the Director of Audit onReport of the Public Accounts Committee on the Report of the Director of Audit onReport of the Public Accounts Committee on the Report of the Director of Audit onReport of the Public Accounts Committee on the Report of the Director of Audit on

the Accounts of the Hong Kong Government for the year ended 31 March 1991 and thethe Accounts of the Hong Kong Government for the year ended 31 March 1991 and thethe Accounts of the Hong Kong Government for the year ended 31 March 1991 and thethe Accounts of the Hong Kong Government for the year ended 31 March 1991 and the

results of value for money Audits January 1992 P.A.C. Report No. 17results of value for money Audits January 1992 P.A.C. Report No. 17results of value for money Audits January 1992 P.A.C. Report No. 17results of value for money Audits January 1992 P.A.C. Report No. 17

MR STEPHEN CHEONG: Mr Deputy President, the 17th Report of the Public AccountsMR STEPHEN CHEONG: Mr Deputy President, the 17th Report of the Public AccountsMR STEPHEN CHEONG: Mr Deputy President, the 17th Report of the Public AccountsMR STEPHEN CHEONG: Mr Deputy President, the 17th Report of the Public Accounts

Committee, tabled today, has been compiled following the Committee's investigationsCommittee, tabled today, has been compiled following the Committee's investigationsCommittee, tabled today, has been compiled following the Committee's investigationsCommittee, tabled today, has been compiled following the Committee's investigations

into matters raised in the Director of Audit's report on the accounts of the Honginto matters raised in the Director of Audit's report on the accounts of the Honginto matters raised in the Director of Audit's report on the accounts of the Honginto matters raised in the Director of Audit's report on the accounts of the Hong

Kong Government for the year ended 31 March 1991 and the results of value for moneyKong Government for the year ended 31 March 1991 and the results of value for moneyKong Government for the year ended 31 March 1991 and the results of value for moneyKong Government for the year ended 31 March 1991 and the results of value for money

audits.audits.audits.audits.

On behalf of the Committee, I would like to pay tribute to our former Chairman,On behalf of the Committee, I would like to pay tribute to our former Chairman,On behalf of the Committee, I would like to pay tribute to our former Chairman,On behalf of the Committee, I would like to pay tribute to our former Chairman,

Mr Peter POON, who led this Committee so well during his term of office.  I amMr Peter POON, who led this Committee so well during his term of office.  I amMr Peter POON, who led this Committee so well during his term of office.  I amMr Peter POON, who led this Committee so well during his term of office.  I am

privileged to be appointed his successor and would also like to thank my fellow membersprivileged to be appointed his successor and would also like to thank my fellow membersprivileged to be appointed his successor and would also like to thank my fellow membersprivileged to be appointed his successor and would also like to thank my fellow members

for their contribution to the work of the Committee in producing the 17th Report.for their contribution to the work of the Committee in producing the 17th Report.for their contribution to the work of the Committee in producing the 17th Report.for their contribution to the work of the Committee in producing the 17th Report.

Mr Deputy President, we are very sorry to learn from the newspapers of CommitteeMr Deputy President, we are very sorry to learn from the newspapers of CommitteeMr Deputy President, we are very sorry to learn from the newspapers of CommitteeMr Deputy President, we are very sorry to learn from the newspapers of Committee

Member Mr Stephen NG's illness.  I am sure all Members would wish him a speedyMember Mr Stephen NG's illness.  I am sure all Members would wish him a speedyMember Mr Stephen NG's illness.  I am sure all Members would wish him a speedyMember Mr Stephen NG's illness.  I am sure all Members would wish him a speedy

recovery.recovery.recovery.recovery.

Mr Deputy President, the Committee has been encouraged by the continuingMr Deputy President, the Committee has been encouraged by the continuingMr Deputy President, the Committee has been encouraged by the continuingMr Deputy President, the Committee has been encouraged by the continuing

improvement in standards of financial and resources management within the Government,improvement in standards of financial and resources management within the Government,improvement in standards of financial and resources management within the Government,improvement in standards of financial and resources management within the Government,



and by the positive attitude adopted by the Administration towards the Director ofand by the positive attitude adopted by the Administration towards the Director ofand by the positive attitude adopted by the Administration towards the Director ofand by the positive attitude adopted by the Administration towards the Director of

Audit's recommendations in his Report No. 17 and towards the implementation of manyAudit's recommendations in his Report No. 17 and towards the implementation of manyAudit's recommendations in his Report No. 17 and towards the implementation of manyAudit's recommendations in his Report No. 17 and towards the implementation of many

of our Committee's recommendations in previous reports.  There remain, nonetheless,of our Committee's recommendations in previous reports.  There remain, nonetheless,of our Committee's recommendations in previous reports.  There remain, nonetheless,of our Committee's recommendations in previous reports.  There remain, nonetheless,

some areas of concern to the Committee, which I would like to highlight.some areas of concern to the Committee, which I would like to highlight.some areas of concern to the Committee, which I would like to highlight.some areas of concern to the Committee, which I would like to highlight.

First, the Committee are concerned at the long-standing problem of theFirst, the Committee are concerned at the long-standing problem of theFirst, the Committee are concerned at the long-standing problem of theFirst, the Committee are concerned at the long-standing problem of the

overloading of goods vehicles which, apart from causing considerable damage tooverloading of goods vehicles which, apart from causing considerable damage tooverloading of goods vehicles which, apart from causing considerable damage tooverloading of goods vehicles which, apart from causing considerable damage to

roadways, has also been identified as one of the major contributory factors in seriousroadways, has also been identified as one of the major contributory factors in seriousroadways, has also been identified as one of the major contributory factors in seriousroadways, has also been identified as one of the major contributory factors in serious

traffic accidents.  This problem was first raised in the Director of Audit's Reporttraffic accidents.  This problem was first raised in the Director of Audit's Reporttraffic accidents.  This problem was first raised in the Director of Audit's Reporttraffic accidents.  This problem was first raised in the Director of Audit's Report

No. 11, tabled in this Council on 27 April 1988, but the various measures so far takenNo. 11, tabled in this Council on 27 April 1988, but the various measures so far takenNo. 11, tabled in this Council on 27 April 1988, but the various measures so far takenNo. 11, tabled in this Council on 27 April 1988, but the various measures so far taken

have apparently failed to achieve their intended objective.  It is understood thathave apparently failed to achieve their intended objective.  It is understood thathave apparently failed to achieve their intended objective.  It is understood thathave apparently failed to achieve their intended objective.  It is understood that

a review on this issue was completed by the Transport Department in September 1991,a review on this issue was completed by the Transport Department in September 1991,a review on this issue was completed by the Transport Department in September 1991,a review on this issue was completed by the Transport Department in September 1991,

and that new proposals have been put forward, which are now under consideration withinand that new proposals have been put forward, which are now under consideration withinand that new proposals have been put forward, which are now under consideration withinand that new proposals have been put forward, which are now under consideration within

the Administration.  I look forward to the early implementation of effective measuresthe Administration.  I look forward to the early implementation of effective measuresthe Administration.  I look forward to the early implementation of effective measuresthe Administration.  I look forward to the early implementation of effective measures

in curbing this problem.in curbing this problem.in curbing this problem.in curbing this problem.

Another issue concerns the low productivity of regular reviews under the PublicAnother issue concerns the low productivity of regular reviews under the PublicAnother issue concerns the low productivity of regular reviews under the PublicAnother issue concerns the low productivity of regular reviews under the Public

Assistance Scheme. This issue was initially raised by the Director of Audit in hisAssistance Scheme. This issue was initially raised by the Director of Audit in hisAssistance Scheme. This issue was initially raised by the Director of Audit in hisAssistance Scheme. This issue was initially raised by the Director of Audit in his

Report No. 14, tabled in this Council on 15 November 1989.  On this item, we areReport No. 14, tabled in this Council on 15 November 1989.  On this item, we areReport No. 14, tabled in this Council on 15 November 1989.  On this item, we areReport No. 14, tabled in this Council on 15 November 1989.  On this item, we are

finally pleased to note that the Administration has introduced new review cycles andfinally pleased to note that the Administration has introduced new review cycles andfinally pleased to note that the Administration has introduced new review cycles andfinally pleased to note that the Administration has introduced new review cycles and

manning scales, thereby realizing considerable savings on staff resources. We commendmanning scales, thereby realizing considerable savings on staff resources. We commendmanning scales, thereby realizing considerable savings on staff resources. We commendmanning scales, thereby realizing considerable savings on staff resources. We commend

the Administration on such efforts and would like to suggest that there could be amplethe Administration on such efforts and would like to suggest that there could be amplethe Administration on such efforts and would like to suggest that there could be amplethe Administration on such efforts and would like to suggest that there could be ample

scope in other areas within the Government where savings can be identified withoutscope in other areas within the Government where savings can be identified withoutscope in other areas within the Government where savings can be identified withoutscope in other areas within the Government where savings can be identified without

affecting its provision of services to the public. We would urge the Administrationaffecting its provision of services to the public. We would urge the Administrationaffecting its provision of services to the public. We would urge the Administrationaffecting its provision of services to the public. We would urge the Administration

to continue its efforts to this end.to continue its efforts to this end.to continue its efforts to this end.to continue its efforts to this end.

Returning to the Director Returning to the Director Returning to the Director Returning to the Director of Audit's Report No. 17, I should mention that in theof Audit's Report No. 17, I should mention that in theof Audit's Report No. 17, I should mention that in theof Audit's Report No. 17, I should mention that in the

course of the Committee's investigations, we came across a case in the Registrarcourse of the Committee's investigations, we came across a case in the Registrarcourse of the Committee's investigations, we came across a case in the Registrarcourse of the Committee's investigations, we came across a case in the Registrar

General's Department, where the department's estimate of future workload in theGeneral's Department, where the department's estimate of future workload in theGeneral's Department, where the department's estimate of future workload in theGeneral's Department, where the department's estimate of future workload in the

computerization of urban land registration records was unrealistically overruled bycomputerization of urban land registration records was unrealistically overruled bycomputerization of urban land registration records was unrealistically overruled bycomputerization of urban land registration records was unrealistically overruled by

the resource branch.  The result has been that the intended improvements in thethe resource branch.  The result has been that the intended improvements in thethe resource branch.  The result has been that the intended improvements in thethe resource branch.  The result has been that the intended improvements in the

standard of services to the public cannot be realized.  We would like to urge Branchesstandard of services to the public cannot be realized.  We would like to urge Branchesstandard of services to the public cannot be realized.  We would like to urge Branchesstandard of services to the public cannot be realized.  We would like to urge Branches

of the Administration to take full account of the operating department's expertiseof the Administration to take full account of the operating department's expertiseof the Administration to take full account of the operating department's expertiseof the Administration to take full account of the operating department's expertise

and experience in assessing future workload estimates and do not exercise the axeand experience in assessing future workload estimates and do not exercise the axeand experience in assessing future workload estimates and do not exercise the axeand experience in assessing future workload estimates and do not exercise the axe

just for short-term objectives.just for short-term objectives.just for short-term objectives.just for short-term objectives.

We would also like to express our concern that there seemed to be a tendency forWe would also like to express our concern that there seemed to be a tendency forWe would also like to express our concern that there seemed to be a tendency forWe would also like to express our concern that there seemed to be a tendency for

the Administration to rely on the employment of consultants to undertake tasks forthe Administration to rely on the employment of consultants to undertake tasks forthe Administration to rely on the employment of consultants to undertake tasks forthe Administration to rely on the employment of consultants to undertake tasks for



which the Administration may have sufficient in-house expertise. We would like towhich the Administration may have sufficient in-house expertise. We would like towhich the Administration may have sufficient in-house expertise. We would like towhich the Administration may have sufficient in-house expertise. We would like to

see that prior to the employment of consultants, the Administration would firstsee that prior to the employment of consultants, the Administration would firstsee that prior to the employment of consultants, the Administration would firstsee that prior to the employment of consultants, the Administration would first

seriously explore the feasibility of undertaking such tasks in-house.  The work doneseriously explore the feasibility of undertaking such tasks in-house.  The work doneseriously explore the feasibility of undertaking such tasks in-house.  The work doneseriously explore the feasibility of undertaking such tasks in-house.  The work done

by the Architectural Services Department in relation to the Stage III extensions andby the Architectural Services Department in relation to the Stage III extensions andby the Architectural Services Department in relation to the Stage III extensions andby the Architectural Services Department in relation to the Stage III extensions and

improvements at Queen Mary Hospital should be an example for other governmentimprovements at Queen Mary Hospital should be an example for other governmentimprovements at Queen Mary Hospital should be an example for other governmentimprovements at Queen Mary Hospital should be an example for other government

departments to study.departments to study.departments to study.departments to study.

Whilst still on Whilst still on Whilst still on Whilst still on the Director of Audit's Report No. 17, I should perhaps also saythe Director of Audit's Report No. 17, I should perhaps also saythe Director of Audit's Report No. 17, I should perhaps also saythe Director of Audit's Report No. 17, I should perhaps also say

a few words about the issues concerning the building of the Hong Kong University ofa few words about the issues concerning the building of the Hong Kong University ofa few words about the issues concerning the building of the Hong Kong University ofa few words about the issues concerning the building of the Hong Kong University of

Science and Technology (HKUST).  Naturally, this particular subject has attractedScience and Technology (HKUST).  Naturally, this particular subject has attractedScience and Technology (HKUST).  Naturally, this particular subject has attractedScience and Technology (HKUST).  Naturally, this particular subject has attracted

much media as well as public interest.  In view of the complexity of the issues, whichmuch media as well as public interest.  In view of the complexity of the issues, whichmuch media as well as public interest.  In view of the complexity of the issues, whichmuch media as well as public interest.  In view of the complexity of the issues, which

involved not only the Administration but also other parties including the HKUSTinvolved not only the Administration but also other parties including the HKUSTinvolved not only the Administration but also other parties including the HKUSTinvolved not only the Administration but also other parties including the HKUST

Council and the Royal Hong Kong Jockey Club, our Committee has yet to conclude theCouncil and the Royal Hong Kong Jockey Club, our Committee has yet to conclude theCouncil and the Royal Hong Kong Jockey Club, our Committee has yet to conclude theCouncil and the Royal Hong Kong Jockey Club, our Committee has yet to conclude the

examination of evidence.  Indeed, a third public hearing has been scheduled for nextexamination of evidence.  Indeed, a third public hearing has been scheduled for nextexamination of evidence.  Indeed, a third public hearing has been scheduled for nextexamination of evidence.  Indeed, a third public hearing has been scheduled for next

Monday, 24 February, to elicit further information. There is, therefore, nothing muchMonday, 24 February, to elicit further information. There is, therefore, nothing muchMonday, 24 February, to elicit further information. There is, therefore, nothing muchMonday, 24 February, to elicit further information. There is, therefore, nothing much

on this subject that we have included in our Report No. 17, which is being tabledon this subject that we have included in our Report No. 17, which is being tabledon this subject that we have included in our Report No. 17, which is being tabledon this subject that we have included in our Report No. 17, which is being tabled

today.  Instead, I shall report back to this Council our conclusions andtoday.  Instead, I shall report back to this Council our conclusions andtoday.  Instead, I shall report back to this Council our conclusions andtoday.  Instead, I shall report back to this Council our conclusions and

recommendations once we have finalized our deliberations on this issue.recommendations once we have finalized our deliberations on this issue.recommendations once we have finalized our deliberations on this issue.recommendations once we have finalized our deliberations on this issue.

Finally, Mr Deputy President, allow me to reiterate that the function of theFinally, Mr Deputy President, allow me to reiterate that the function of theFinally, Mr Deputy President, allow me to reiterate that the function of theFinally, Mr Deputy President, allow me to reiterate that the function of the

Public Accounts Committee, as a committee, has never been vindictive or punitive;Public Accounts Committee, as a committee, has never been vindictive or punitive;Public Accounts Committee, as a committee, has never been vindictive or punitive;Public Accounts Committee, as a committee, has never been vindictive or punitive;

and it should not be so in the future.  The Committee would look forward, drawingand it should not be so in the future.  The Committee would look forward, drawingand it should not be so in the future.  The Committee would look forward, drawingand it should not be so in the future.  The Committee would look forward, drawing

lessons from the past, to arriving at recommendations that would lead to a morelessons from the past, to arriving at recommendations that would lead to a morelessons from the past, to arriving at recommendations that would lead to a morelessons from the past, to arriving at recommendations that would lead to a more

efficient and economic use of public funds in the future.efficient and economic use of public funds in the future.efficient and economic use of public funds in the future.efficient and economic use of public funds in the future.

I would also like I would also like I would also like I would also like to take this opportunity not only to thank our Members but alsoto take this opportunity not only to thank our Members but alsoto take this opportunity not only to thank our Members but alsoto take this opportunity not only to thank our Members but also

the staff of the Audit Department and the Secretariat for all their help in thethe staff of the Audit Department and the Secretariat for all their help in thethe staff of the Audit Department and the Secretariat for all their help in thethe staff of the Audit Department and the Secretariat for all their help in the

compilation of this particular report.compilation of this particular report.compilation of this particular report.compilation of this particular report.

Thank you, Mr Deputy President.Thank you, Mr Deputy President.Thank you, Mr Deputy President.Thank you, Mr Deputy President.

Oral answers to questionsOral answers to questionsOral answers to questionsOral answers to questions

Legislation inconsistent with the Hong Kong Bill of RightsLegislation inconsistent with the Hong Kong Bill of RightsLegislation inconsistent with the Hong Kong Bill of RightsLegislation inconsistent with the Hong Kong Bill of Rights

1.1.1.1. MR SIMON IP asked: The Hong Kong Bill of Rights Ordinance came into force on 8MR SIMON IP asked: The Hong Kong Bill of Rights Ordinance came into force on 8MR SIMON IP asked: The Hong Kong Bill of Rights Ordinance came into force on 8MR SIMON IP asked: The Hong Kong Bill of Rights Ordinance came into force on 8

June 1991 with six specific pieces of legislation being exempted until 8 June 1992.June 1991 with six specific pieces of legislation being exempted until 8 June 1992.June 1991 with six specific pieces of legislation being exempted until 8 June 1992.June 1991 with six specific pieces of legislation being exempted until 8 June 1992.

Will the Government please inform this Council:Will the Government please inform this Council:Will the Government please inform this Council:Will the Government please inform this Council:



(a)(a)(a)(a) what progress the Government is making to introduce legislation to amend thewhat progress the Government is making to introduce legislation to amend thewhat progress the Government is making to introduce legislation to amend thewhat progress the Government is making to introduce legislation to amend the

Ordinances subject to the freeze under the Bill of Rights Ordinance; andOrdinances subject to the freeze under the Bill of Rights Ordinance; andOrdinances subject to the freeze under the Bill of Rights Ordinance; andOrdinances subject to the freeze under the Bill of Rights Ordinance; and

(b)(b)(b)(b) whether the Government has reviewed comprehensively the laws of Hong Kongwhether the Government has reviewed comprehensively the laws of Hong Kongwhether the Government has reviewed comprehensively the laws of Hong Kongwhether the Government has reviewed comprehensively the laws of Hong Kong

to ascertain what laws may contravene the Bill of Rights Ordinance; and if so, whatto ascertain what laws may contravene the Bill of Rights Ordinance; and if so, whatto ascertain what laws may contravene the Bill of Rights Ordinance; and if so, whatto ascertain what laws may contravene the Bill of Rights Ordinance; and if so, what

action will be taken and priorities set to amend those laws?action will be taken and priorities set to amend those laws?action will be taken and priorities set to amend those laws?action will be taken and priorities set to amend those laws?

SECRETARY FOR CONSTITUTIONAL AFFAIRS: Mr Deputy President, of the six OrdinancesSECRETARY FOR CONSTITUTIONAL AFFAIRS: Mr Deputy President, of the six OrdinancesSECRETARY FOR CONSTITUTIONAL AFFAIRS: Mr Deputy President, of the six OrdinancesSECRETARY FOR CONSTITUTIONAL AFFAIRS: Mr Deputy President, of the six Ordinances

subject to the one-year freeze period under the Bill of Rights Ordinance, amendmentssubject to the one-year freeze period under the Bill of Rights Ordinance, amendmentssubject to the one-year freeze period under the Bill of Rights Ordinance, amendmentssubject to the one-year freeze period under the Bill of Rights Ordinance, amendments

to two of them, that is, the Prevention of Bribery Ordinance and the Independentto two of them, that is, the Prevention of Bribery Ordinance and the Independentto two of them, that is, the Prevention of Bribery Ordinance and the Independentto two of them, that is, the Prevention of Bribery Ordinance and the Independent

Commission Against Corruption Ordinance, have been gazetted and will be introducedCommission Against Corruption Ordinance, have been gazetted and will be introducedCommission Against Corruption Ordinance, have been gazetted and will be introducedCommission Against Corruption Ordinance, have been gazetted and will be introduced

into this Council on 26 February 1992.into this Council on 26 February 1992.into this Council on 26 February 1992.into this Council on 26 February 1992.

We arWe arWe arWe are finalizing our proposals to amend the Crimes Ordinance, the Societiese finalizing our proposals to amend the Crimes Ordinance, the Societiese finalizing our proposals to amend the Crimes Ordinance, the Societiese finalizing our proposals to amend the Crimes Ordinance, the Societies

Ordinance and the Immigration Ordinance to avoid inconsistency with the Bill of RightsOrdinance and the Immigration Ordinance to avoid inconsistency with the Bill of RightsOrdinance and the Immigration Ordinance to avoid inconsistency with the Bill of RightsOrdinance and the Immigration Ordinance to avoid inconsistency with the Bill of Rights

Ordinance.  Subject to the advice of the Executive Council, the relevant amendmentOrdinance.  Subject to the advice of the Executive Council, the relevant amendmentOrdinance.  Subject to the advice of the Executive Council, the relevant amendmentOrdinance.  Subject to the advice of the Executive Council, the relevant amendment

Bills will be introduced into this Council before the freeze period expires on 8 JuneBills will be introduced into this Council before the freeze period expires on 8 JuneBills will be introduced into this Council before the freeze period expires on 8 JuneBills will be introduced into this Council before the freeze period expires on 8 June

1992.1992.1992.1992.

As for the Police Force Ordinance, most of the provisions which may cause problemsAs for the Police Force Ordinance, most of the provisions which may cause problemsAs for the Police Force Ordinance, most of the provisions which may cause problemsAs for the Police Force Ordinance, most of the provisions which may cause problems

under the Bill of Rights are related to police powers of stop and search, and arrestunder the Bill of Rights are related to police powers of stop and search, and arrestunder the Bill of Rights are related to police powers of stop and search, and arrestunder the Bill of Rights are related to police powers of stop and search, and arrest

and detention.  The Law Reform Commission has carried out extensive examination ofand detention.  The Law Reform Commission has carried out extensive examination ofand detention.  The Law Reform Commission has carried out extensive examination ofand detention.  The Law Reform Commission has carried out extensive examination of

the areas involved and will publish its report soon.  Given the importance of thethe areas involved and will publish its report soon.  Given the importance of thethe areas involved and will publish its report soon.  Given the importance of thethe areas involved and will publish its report soon.  Given the importance of the

subject, it is both prudent and necessary to await the report before formulating oursubject, it is both prudent and necessary to await the report before formulating oursubject, it is both prudent and necessary to await the report before formulating oursubject, it is both prudent and necessary to await the report before formulating our

position on the Ordinance.  We will consider the report as a matter of urgency, withposition on the Ordinance.  We will consider the report as a matter of urgency, withposition on the Ordinance.  We will consider the report as a matter of urgency, withposition on the Ordinance.  We will consider the report as a matter of urgency, with

a view to introducing amending legislation into this Council as soon as possiblea view to introducing amending legislation into this Council as soon as possiblea view to introducing amending legislation into this Council as soon as possiblea view to introducing amending legislation into this Council as soon as possible

thereafter.thereafter.thereafter.thereafter.

As to the second part of Mr IP's question, the Administration had conducted aAs to the second part of Mr IP's question, the Administration had conducted aAs to the second part of Mr IP's question, the Administration had conducted aAs to the second part of Mr IP's question, the Administration had conducted a

review of the existing legislation of Hong Kong where problem areas were thought toreview of the existing legislation of Hong Kong where problem areas were thought toreview of the existing legislation of Hong Kong where problem areas were thought toreview of the existing legislation of Hong Kong where problem areas were thought to

exist prior to the enactment of the Bill of Rights Ordinance.  We concluded that whileexist prior to the enactment of the Bill of Rights Ordinance.  We concluded that whileexist prior to the enactment of the Bill of Rights Ordinance.  We concluded that whileexist prior to the enactment of the Bill of Rights Ordinance.  We concluded that while

certain provisions of the law could be at risk of being found to be incompatible withcertain provisions of the law could be at risk of being found to be incompatible withcertain provisions of the law could be at risk of being found to be incompatible withcertain provisions of the law could be at risk of being found to be incompatible with

the Bill of Rights, ultimately this was a matter which could only be decided one waythe Bill of Rights, ultimately this was a matter which could only be decided one waythe Bill of Rights, ultimately this was a matter which could only be decided one waythe Bill of Rights, ultimately this was a matter which could only be decided one way

or the other by the courts.  We therefore adopted the cautious approach of seekingor the other by the courts.  We therefore adopted the cautious approach of seekingor the other by the courts.  We therefore adopted the cautious approach of seekingor the other by the courts.  We therefore adopted the cautious approach of seeking

to freeze the operation of the Bill of Rights Ordinance only in respect of a smallto freeze the operation of the Bill of Rights Ordinance only in respect of a smallto freeze the operation of the Bill of Rights Ordinance only in respect of a smallto freeze the operation of the Bill of Rights Ordinance only in respect of a small

number of Ordinances containing provisions which, if repealed upon a finding ofnumber of Ordinances containing provisions which, if repealed upon a finding ofnumber of Ordinances containing provisions which, if repealed upon a finding ofnumber of Ordinances containing provisions which, if repealed upon a finding of



inconsistency with the Bill of Rights, would create an unacceptable operationalinconsistency with the Bill of Rights, would create an unacceptable operationalinconsistency with the Bill of Rights, would create an unacceptable operationalinconsistency with the Bill of Rights, would create an unacceptable operational

vacuum particularly in the sphere of law enforcement.  Our priority now is thereforevacuum particularly in the sphere of law enforcement.  Our priority now is thereforevacuum particularly in the sphere of law enforcement.  Our priority now is thereforevacuum particularly in the sphere of law enforcement.  Our priority now is therefore

to complete our examination of those six Ordinances subject to the freeze, and toto complete our examination of those six Ordinances subject to the freeze, and toto complete our examination of those six Ordinances subject to the freeze, and toto complete our examination of those six Ordinances subject to the freeze, and to

introduce amending legislation where this is thought necessary.  Our approach forintroduce amending legislation where this is thought necessary.  Our approach forintroduce amending legislation where this is thought necessary.  Our approach forintroduce amending legislation where this is thought necessary.  Our approach for

other legislation is to deal with cases of possible or determined incompatibilityother legislation is to deal with cases of possible or determined incompatibilityother legislation is to deal with cases of possible or determined incompatibilityother legislation is to deal with cases of possible or determined incompatibility

with the Bill of Rights Ordinance as they arise, whether as a result of our own reviewwith the Bill of Rights Ordinance as they arise, whether as a result of our own reviewwith the Bill of Rights Ordinance as they arise, whether as a result of our own reviewwith the Bill of Rights Ordinance as they arise, whether as a result of our own review

and research or of cases decided by the courts.and research or of cases decided by the courts.and research or of cases decided by the courts.and research or of cases decided by the courts.

In recommending legislative amendments in response to the Bill of Rights, weIn recommending legislative amendments in response to the Bill of Rights, weIn recommending legislative amendments in response to the Bill of Rights, weIn recommending legislative amendments in response to the Bill of Rights, we

should bear in mind that the Bill of Rights legislation is an entirely new area ofshould bear in mind that the Bill of Rights legislation is an entirely new area ofshould bear in mind that the Bill of Rights legislation is an entirely new area ofshould bear in mind that the Bill of Rights legislation is an entirely new area of

law for Hong Kong and a local jurisprudence is only just beginning to develop.  Alaw for Hong Kong and a local jurisprudence is only just beginning to develop.  Alaw for Hong Kong and a local jurisprudence is only just beginning to develop.  Alaw for Hong Kong and a local jurisprudence is only just beginning to develop.  A

cautious approach is therefore justified, at least until we have more local judicialcautious approach is therefore justified, at least until we have more local judicialcautious approach is therefore justified, at least until we have more local judicialcautious approach is therefore justified, at least until we have more local judicial

precedents to guide us.precedents to guide us.precedents to guide us.precedents to guide us.

MR SIMON IP: Mr Deputy President, the Secretary, in answer to the second part of myMR SIMON IP: Mr Deputy President, the Secretary, in answer to the second part of myMR SIMON IP: Mr Deputy President, the Secretary, in answer to the second part of myMR SIMON IP: Mr Deputy President, the Secretary, in answer to the second part of my

question, said that the Administration had conducted a review of the existingquestion, said that the Administration had conducted a review of the existingquestion, said that the Administration had conducted a review of the existingquestion, said that the Administration had conducted a review of the existing

legislation where problem areas were thought to exist. Would the Administration belegislation where problem areas were thought to exist. Would the Administration belegislation where problem areas were thought to exist. Would the Administration belegislation where problem areas were thought to exist. Would the Administration be

willing to release the result of that review so that the public would be aware ofwilling to release the result of that review so that the public would be aware ofwilling to release the result of that review so that the public would be aware ofwilling to release the result of that review so that the public would be aware of

the laws that may contravene the Bill of Rights?  If not, would that not be a reasonthe laws that may contravene the Bill of Rights?  If not, would that not be a reasonthe laws that may contravene the Bill of Rights?  If not, would that not be a reasonthe laws that may contravene the Bill of Rights?  If not, would that not be a reason

to fortify the call for the setting up of a Human Rights Commission to review theto fortify the call for the setting up of a Human Rights Commission to review theto fortify the call for the setting up of a Human Rights Commission to review theto fortify the call for the setting up of a Human Rights Commission to review the

laws of Hong Kong?laws of Hong Kong?laws of Hong Kong?laws of Hong Kong?

SECRETARY FOR CONSTITUTIONAL AFFAIRS: Mr Deputy President, the review to which ISECRETARY FOR CONSTITUTIONAL AFFAIRS: Mr Deputy President, the review to which ISECRETARY FOR CONSTITUTIONAL AFFAIRS: Mr Deputy President, the review to which ISECRETARY FOR CONSTITUTIONAL AFFAIRS: Mr Deputy President, the review to which I

referred earlier in my main reply was conducted, as I said, prior to the enactmentreferred earlier in my main reply was conducted, as I said, prior to the enactmentreferred earlier in my main reply was conducted, as I said, prior to the enactmentreferred earlier in my main reply was conducted, as I said, prior to the enactment

of the Bill of Rights Ordinance.  At the time, we concluded that, on the basis ofof the Bill of Rights Ordinance.  At the time, we concluded that, on the basis ofof the Bill of Rights Ordinance.  At the time, we concluded that, on the basis ofof the Bill of Rights Ordinance.  At the time, we concluded that, on the basis of

our examination, there were certain areas of Hong Kong's Ordinances which might beour examination, there were certain areas of Hong Kong's Ordinances which might beour examination, there were certain areas of Hong Kong's Ordinances which might beour examination, there were certain areas of Hong Kong's Ordinances which might be

-- and I stress might be -- incompatible with the Bill of Rights Ordinance.  A list-- and I stress might be -- incompatible with the Bill of Rights Ordinance.  A list-- and I stress might be -- incompatible with the Bill of Rights Ordinance.  A list-- and I stress might be -- incompatible with the Bill of Rights Ordinance.  A list

of those Ordinances which might be incompatible with the Bill of Rights was passedof those Ordinances which might be incompatible with the Bill of Rights was passedof those Ordinances which might be incompatible with the Bill of Rights was passedof those Ordinances which might be incompatible with the Bill of Rights was passed

to the Convenor of the Legislative Council ad hoc group on the Bill of Rights Billto the Convenor of the Legislative Council ad hoc group on the Bill of Rights Billto the Convenor of the Legislative Council ad hoc group on the Bill of Rights Billto the Convenor of the Legislative Council ad hoc group on the Bill of Rights Bill

in May 1990; and I see no reason why Members of this Council cannot get a copy ofin May 1990; and I see no reason why Members of this Council cannot get a copy ofin May 1990; and I see no reason why Members of this Council cannot get a copy ofin May 1990; and I see no reason why Members of this Council cannot get a copy of

that list if they show any interest.that list if they show any interest.that list if they show any interest.that list if they show any interest.

MR MARTIN LEE: Mr Deputy President, will the Administration admit that what it claimsMR MARTIN LEE: Mr Deputy President, will the Administration admit that what it claimsMR MARTIN LEE: Mr Deputy President, will the Administration admit that what it claimsMR MARTIN LEE: Mr Deputy President, will the Administration admit that what it claims

to be a cautious approach is really an irresponsible approach in that theto be a cautious approach is really an irresponsible approach in that theto be a cautious approach is really an irresponsible approach in that theto be a cautious approach is really an irresponsible approach in that the

Administration wants to leave problematic areas to the courts rather than to complyAdministration wants to leave problematic areas to the courts rather than to complyAdministration wants to leave problematic areas to the courts rather than to complyAdministration wants to leave problematic areas to the courts rather than to comply



with the provisions of the Bill of Rights by ensuring that no existing law in Hongwith the provisions of the Bill of Rights by ensuring that no existing law in Hongwith the provisions of the Bill of Rights by ensuring that no existing law in Hongwith the provisions of the Bill of Rights by ensuring that no existing law in Hong

Kong would infringe its provisions?Kong would infringe its provisions?Kong would infringe its provisions?Kong would infringe its provisions?

SECRETARY FOR CONSTITUTIONAL AFFAIRS: Mr Deputy President, the cautious approach toSECRETARY FOR CONSTITUTIONAL AFFAIRS: Mr Deputy President, the cautious approach toSECRETARY FOR CONSTITUTIONAL AFFAIRS: Mr Deputy President, the cautious approach toSECRETARY FOR CONSTITUTIONAL AFFAIRS: Mr Deputy President, the cautious approach to

which I have referred is of course, in our view, perfectly justified, having regardwhich I have referred is of course, in our view, perfectly justified, having regardwhich I have referred is of course, in our view, perfectly justified, having regardwhich I have referred is of course, in our view, perfectly justified, having regard

to the fact that the Bill of Rights is a new area of law in Hong Kong.  As to theto the fact that the Bill of Rights is a new area of law in Hong Kong.  As to theto the fact that the Bill of Rights is a new area of law in Hong Kong.  As to theto the fact that the Bill of Rights is a new area of law in Hong Kong.  As to the

question of whether any one of our existing laws is incompatible with the Bill ofquestion of whether any one of our existing laws is incompatible with the Bill ofquestion of whether any one of our existing laws is incompatible with the Bill ofquestion of whether any one of our existing laws is incompatible with the Bill of

Rights, it is a matter for the courts to decide.  The Administration certainly canRights, it is a matter for the courts to decide.  The Administration certainly canRights, it is a matter for the courts to decide.  The Administration certainly canRights, it is a matter for the courts to decide.  The Administration certainly can

examine, and is indeed examining, some areas of our law to assess the risk of theirexamine, and is indeed examining, some areas of our law to assess the risk of theirexamine, and is indeed examining, some areas of our law to assess the risk of theirexamine, and is indeed examining, some areas of our law to assess the risk of their

being judged by the courts to be incompatible.  This assessment together with ourbeing judged by the courts to be incompatible.  This assessment together with ourbeing judged by the courts to be incompatible.  This assessment together with ourbeing judged by the courts to be incompatible.  This assessment together with our

operational needs will be taken into account in deciding whether amending legislationoperational needs will be taken into account in deciding whether amending legislationoperational needs will be taken into account in deciding whether amending legislationoperational needs will be taken into account in deciding whether amending legislation

should be introduced.should be introduced.should be introduced.should be introduced.

MISS EMILY LAU: Mr Deputy President, in his main reply to Mr IP's question, theMISS EMILY LAU: Mr Deputy President, in his main reply to Mr IP's question, theMISS EMILY LAU: Mr Deputy President, in his main reply to Mr IP's question, theMISS EMILY LAU: Mr Deputy President, in his main reply to Mr IP's question, the

Secretary has said that the Government's approach to legislation outside those sixSecretary has said that the Government's approach to legislation outside those sixSecretary has said that the Government's approach to legislation outside those sixSecretary has said that the Government's approach to legislation outside those six

Ordinances covered by the freeze period is to deal with cases of incompatibility asOrdinances covered by the freeze period is to deal with cases of incompatibility asOrdinances covered by the freeze period is to deal with cases of incompatibility asOrdinances covered by the freeze period is to deal with cases of incompatibility as

they arise.  Would the Government agree that such cases have indeed arisen given thatthey arise.  Would the Government agree that such cases have indeed arisen given thatthey arise.  Would the Government agree that such cases have indeed arisen given thatthey arise.  Would the Government agree that such cases have indeed arisen given that

the Official Secrets Act and the Public Order Ordinance were picked out as beingthe Official Secrets Act and the Public Order Ordinance were picked out as beingthe Official Secrets Act and the Public Order Ordinance were picked out as beingthe Official Secrets Act and the Public Order Ordinance were picked out as being

incompatible with the Bill of Rights at the two United Nations Human Rights Committeeincompatible with the Bill of Rights at the two United Nations Human Rights Committeeincompatible with the Bill of Rights at the two United Nations Human Rights Committeeincompatible with the Bill of Rights at the two United Nations Human Rights Committee

hearings held in November 1987 and in March 1991; if so, what action will thehearings held in November 1987 and in March 1991; if so, what action will thehearings held in November 1987 and in March 1991; if so, what action will thehearings held in November 1987 and in March 1991; if so, what action will the

Government take to deal with these two cases specifically?Government take to deal with these two cases specifically?Government take to deal with these two cases specifically?Government take to deal with these two cases specifically?

SECRETARY FOR CONSTITUTIONAL AFFAIRS: Mr Deputy President, I gather that theSECRETARY FOR CONSTITUTIONAL AFFAIRS: Mr Deputy President, I gather that theSECRETARY FOR CONSTITUTIONAL AFFAIRS: Mr Deputy President, I gather that theSECRETARY FOR CONSTITUTIONAL AFFAIRS: Mr Deputy President, I gather that the

reference was to the Public Order Ordinance and the Official Secrets Act.  These tworeference was to the Public Order Ordinance and the Official Secrets Act.  These tworeference was to the Public Order Ordinance and the Official Secrets Act.  These tworeference was to the Public Order Ordinance and the Official Secrets Act.  These two

statutes have been included in the list which we passed to the ad hoc group in 1990.statutes have been included in the list which we passed to the ad hoc group in 1990.statutes have been included in the list which we passed to the ad hoc group in 1990.statutes have been included in the list which we passed to the ad hoc group in 1990.

All the Ordinances on that list are now under examination, some of which have beenAll the Ordinances on that list are now under examination, some of which have beenAll the Ordinances on that list are now under examination, some of which have beenAll the Ordinances on that list are now under examination, some of which have been

dealt with already, as in the case of decriminalization of homosexuality; and theredealt with already, as in the case of decriminalization of homosexuality; and theredealt with already, as in the case of decriminalization of homosexuality; and theredealt with already, as in the case of decriminalization of homosexuality; and there

are other cases where we are considering introducing amending legislation.  So theare other cases where we are considering introducing amending legislation.  So theare other cases where we are considering introducing amending legislation.  So theare other cases where we are considering introducing amending legislation.  So the

Government is certainly not ignoring those two Ordinances mentioned by Miss EmilyGovernment is certainly not ignoring those two Ordinances mentioned by Miss EmilyGovernment is certainly not ignoring those two Ordinances mentioned by Miss EmilyGovernment is certainly not ignoring those two Ordinances mentioned by Miss Emily

LAU.LAU.LAU.LAU.

MR JIMMY McGREGOR: Mr Deputy President, since many people are worried about whatMR JIMMY McGREGOR: Mr Deputy President, since many people are worried about whatMR JIMMY McGREGOR: Mr Deputy President, since many people are worried about whatMR JIMMY McGREGOR: Mr Deputy President, since many people are worried about what

appears to be an increase in violent crime and triad related crime, can the Governmentappears to be an increase in violent crime and triad related crime, can the Governmentappears to be an increase in violent crime and triad related crime, can the Governmentappears to be an increase in violent crime and triad related crime, can the Government

give an assurance that proposed changes to the Ordinances affecting police and ICACgive an assurance that proposed changes to the Ordinances affecting police and ICACgive an assurance that proposed changes to the Ordinances affecting police and ICACgive an assurance that proposed changes to the Ordinances affecting police and ICAC



powers, brought about as a result of the Bill of Rights Ordinance, will notpowers, brought about as a result of the Bill of Rights Ordinance, will notpowers, brought about as a result of the Bill of Rights Ordinance, will notpowers, brought about as a result of the Bill of Rights Ordinance, will not

significantly reduce the efficiency of these law and order agencies and their abilitysignificantly reduce the efficiency of these law and order agencies and their abilitysignificantly reduce the efficiency of these law and order agencies and their abilitysignificantly reduce the efficiency of these law and order agencies and their ability

to serve the community effectively?to serve the community effectively?to serve the community effectively?to serve the community effectively?

SECRETARY FOR CONSTITUTIONAL AFFAIRS: Yes, Mr Deputy President.  In considering theSECRETARY FOR CONSTITUTIONAL AFFAIRS: Yes, Mr Deputy President.  In considering theSECRETARY FOR CONSTITUTIONAL AFFAIRS: Yes, Mr Deputy President.  In considering theSECRETARY FOR CONSTITUTIONAL AFFAIRS: Yes, Mr Deputy President.  In considering the

approach towards amending legislation, we certainly take into account the balanceapproach towards amending legislation, we certainly take into account the balanceapproach towards amending legislation, we certainly take into account the balanceapproach towards amending legislation, we certainly take into account the balance

between the need to protect the individual's human rights as provided for by the Billbetween the need to protect the individual's human rights as provided for by the Billbetween the need to protect the individual's human rights as provided for by the Billbetween the need to protect the individual's human rights as provided for by the Bill

of Rights Ordinance and the need to ensure that law and order is maintained effectivelyof Rights Ordinance and the need to ensure that law and order is maintained effectivelyof Rights Ordinance and the need to ensure that law and order is maintained effectivelyof Rights Ordinance and the need to ensure that law and order is maintained effectively

which, certainly, would relate to the operations of the Police Force and the ICAC.which, certainly, would relate to the operations of the Police Force and the ICAC.which, certainly, would relate to the operations of the Police Force and the ICAC.which, certainly, would relate to the operations of the Police Force and the ICAC.

MR LEE WING TAT (in Cantonese): Mr Deputy President, in past years, some student groupsMR LEE WING TAT (in Cantonese): Mr Deputy President, in past years, some student groupsMR LEE WING TAT (in Cantonese): Mr Deputy President, in past years, some student groupsMR LEE WING TAT (in Cantonese): Mr Deputy President, in past years, some student groups

paraded on the streets without a permit or the approval of the Commissioner of Policeparaded on the streets without a permit or the approval of the Commissioner of Policeparaded on the streets without a permit or the approval of the Commissioner of Policeparaded on the streets without a permit or the approval of the Commissioner of Police

to demonstrate that the Public Order Ordinance contravenes the Bill of Rights.  Willto demonstrate that the Public Order Ordinance contravenes the Bill of Rights.  Willto demonstrate that the Public Order Ordinance contravenes the Bill of Rights.  Willto demonstrate that the Public Order Ordinance contravenes the Bill of Rights.  Will

the Administration inform this Council if it would conduct a comprehensive reviewthe Administration inform this Council if it would conduct a comprehensive reviewthe Administration inform this Council if it would conduct a comprehensive reviewthe Administration inform this Council if it would conduct a comprehensive review

on the Public Order Ordinance; if not, why not?on the Public Order Ordinance; if not, why not?on the Public Order Ordinance; if not, why not?on the Public Order Ordinance; if not, why not?

SECRETARY FOR CONSTITUTIONAL AFFAIRS: Mr Deputy President, as the Public OrderSECRETARY FOR CONSTITUTIONAL AFFAIRS: Mr Deputy President, as the Public OrderSECRETARY FOR CONSTITUTIONAL AFFAIRS: Mr Deputy President, as the Public OrderSECRETARY FOR CONSTITUTIONAL AFFAIRS: Mr Deputy President, as the Public Order

Ordinance falls under the policy responsibility of my colleague, the Secretary forOrdinance falls under the policy responsibility of my colleague, the Secretary forOrdinance falls under the policy responsibility of my colleague, the Secretary forOrdinance falls under the policy responsibility of my colleague, the Secretary for

Security, I think he would wish to answer that particular question.Security, I think he would wish to answer that particular question.Security, I think he would wish to answer that particular question.Security, I think he would wish to answer that particular question.

SECRETARY FOR SECURITY: Mr Deputy President, we have no immediate proposals to amendSECRETARY FOR SECURITY: Mr Deputy President, we have no immediate proposals to amendSECRETARY FOR SECURITY: Mr Deputy President, we have no immediate proposals to amendSECRETARY FOR SECURITY: Mr Deputy President, we have no immediate proposals to amend

the Public Order Ordinance.the Public Order Ordinance.the Public Order Ordinance.the Public Order Ordinance.

MR JAMES TO (in Cantonese): Mr Deputy President, the Administration mentioned thatMR JAMES TO (in Cantonese): Mr Deputy President, the Administration mentioned thatMR JAMES TO (in Cantonese): Mr Deputy President, the Administration mentioned thatMR JAMES TO (in Cantonese): Mr Deputy President, the Administration mentioned that

there would be reviews and examinations within different branches and departmentsthere would be reviews and examinations within different branches and departmentsthere would be reviews and examinations within different branches and departmentsthere would be reviews and examinations within different branches and departments

and naturally they would be based on the rulings of the courts.  May I know if thereand naturally they would be based on the rulings of the courts.  May I know if thereand naturally they would be based on the rulings of the courts.  May I know if thereand naturally they would be based on the rulings of the courts.  May I know if there

is a timetable drawn up within each branch or department, and thus setting a deadlineis a timetable drawn up within each branch or department, and thus setting a deadlineis a timetable drawn up within each branch or department, and thus setting a deadlineis a timetable drawn up within each branch or department, and thus setting a deadline

for its review?for its review?for its review?for its review?

SECRETARY FOR CONSTITUTIONAL AFFAIRS: Mr Deputy President, in examining the sixSECRETARY FOR CONSTITUTIONAL AFFAIRS: Mr Deputy President, in examining the sixSECRETARY FOR CONSTITUTIONAL AFFAIRS: Mr Deputy President, in examining the sixSECRETARY FOR CONSTITUTIONAL AFFAIRS: Mr Deputy President, in examining the six

Ordinances subject to the freeze under the Bill of Rights Ordinance, we do have aOrdinances subject to the freeze under the Bill of Rights Ordinance, we do have aOrdinances subject to the freeze under the Bill of Rights Ordinance, we do have aOrdinances subject to the freeze under the Bill of Rights Ordinance, we do have a

timing which we need to bear in mind.  In respect of other Ordinances, it is verytiming which we need to bear in mind.  In respect of other Ordinances, it is verytiming which we need to bear in mind.  In respect of other Ordinances, it is verytiming which we need to bear in mind.  In respect of other Ordinances, it is very



hard to draw up any overall timetable, bearing in mind that different laws may havehard to draw up any overall timetable, bearing in mind that different laws may havehard to draw up any overall timetable, bearing in mind that different laws may havehard to draw up any overall timetable, bearing in mind that different laws may have

different degrees of complexity and therefore might require different timing anddifferent degrees of complexity and therefore might require different timing anddifferent degrees of complexity and therefore might require different timing anddifferent degrees of complexity and therefore might require different timing and

effort in looking at them.  But certainly every branch or department of the Governmenteffort in looking at them.  But certainly every branch or department of the Governmenteffort in looking at them.  But certainly every branch or department of the Governmenteffort in looking at them.  But certainly every branch or department of the Government

is fully aware of the fact that this is one area which they very much would like tois fully aware of the fact that this is one area which they very much would like tois fully aware of the fact that this is one area which they very much would like tois fully aware of the fact that this is one area which they very much would like to

deal with as soon as practicable.deal with as soon as practicable.deal with as soon as practicable.deal with as soon as practicable.

Children left unattended at homeChildren left unattended at homeChildren left unattended at homeChildren left unattended at home

2.2.2.2. MR HUI YIN-FAT asked: Will the Administration inform this Council what follow-upMR HUI YIN-FAT asked: Will the Administration inform this Council what follow-upMR HUI YIN-FAT asked: Will the Administration inform this Council what follow-upMR HUI YIN-FAT asked: Will the Administration inform this Council what follow-up

actions it proposes to take having regard to the already available public responsesactions it proposes to take having regard to the already available public responsesactions it proposes to take having regard to the already available public responsesactions it proposes to take having regard to the already available public responses

to the Consultation Paper on Measures to Prevent Children from being left Unattendedto the Consultation Paper on Measures to Prevent Children from being left Unattendedto the Consultation Paper on Measures to Prevent Children from being left Unattendedto the Consultation Paper on Measures to Prevent Children from being left Unattended

at Home?at Home?at Home?at Home?

SECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, the three-month publicSECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, the three-month publicSECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, the three-month publicSECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, the three-month public

consultation on "Measures to Prevent Children from Being Left Unattended at Home"consultation on "Measures to Prevent Children from Being Left Unattended at Home"consultation on "Measures to Prevent Children from Being Left Unattended at Home"consultation on "Measures to Prevent Children from Being Left Unattended at Home"

ended on 31 December 1991.  A total of 190 written submissions were received.ended on 31 December 1991.  A total of 190 written submissions were received.ended on 31 December 1991.  A total of 190 written submissions were received.ended on 31 December 1991.  A total of 190 written submissions were received.

The comments and suggestions received were analyzed and incorporated in a reportThe comments and suggestions received were analyzed and incorporated in a reportThe comments and suggestions received were analyzed and incorporated in a reportThe comments and suggestions received were analyzed and incorporated in a report

which was submitted to the Social Welfare Advisory Committee for discussion on 20which was submitted to the Social Welfare Advisory Committee for discussion on 20which was submitted to the Social Welfare Advisory Committee for discussion on 20which was submitted to the Social Welfare Advisory Committee for discussion on 20

January this year.January this year.January this year.January this year.

On the basis of the recommendations of the Social Welfare Advisory Committee,On the basis of the recommendations of the Social Welfare Advisory Committee,On the basis of the recommendations of the Social Welfare Advisory Committee,On the basis of the recommendations of the Social Welfare Advisory Committee,

the Administration intends to take the necessary follow-up actions:the Administration intends to take the necessary follow-up actions:the Administration intends to take the necessary follow-up actions:the Administration intends to take the necessary follow-up actions:

(a)(a)(a)(a) First, child carFirst, child carFirst, child carFirst, child care and other support services will be expanded.  In order toe and other support services will be expanded.  In order toe and other support services will be expanded.  In order toe and other support services will be expanded.  In order to

help parents care for their children, a target of 1 400 day nursery places for childrenhelp parents care for their children, a target of 1 400 day nursery places for childrenhelp parents care for their children, a target of 1 400 day nursery places for childrenhelp parents care for their children, a target of 1 400 day nursery places for children

between the ages of two and six has been set annually until demand is fully met.  Atbetween the ages of two and six has been set annually until demand is fully met.  Atbetween the ages of two and six has been set annually until demand is fully met.  Atbetween the ages of two and six has been set annually until demand is fully met.  At

the same time, day creches for children under two years of age will be expanded bythe same time, day creches for children under two years of age will be expanded bythe same time, day creches for children under two years of age will be expanded bythe same time, day creches for children under two years of age will be expanded by

phases, particularly in new towns, to cater for young families. The idea of work-basedphases, particularly in new towns, to cater for young families. The idea of work-basedphases, particularly in new towns, to cater for young families. The idea of work-basedphases, particularly in new towns, to cater for young families. The idea of work-based

child care centres will be promoted among industrial and commercial employers.  Thechild care centres will be promoted among industrial and commercial employers.  Thechild care centres will be promoted among industrial and commercial employers.  Thechild care centres will be promoted among industrial and commercial employers.  The

after-school care programme and the occasional child care service will also beafter-school care programme and the occasional child care service will also beafter-school care programme and the occasional child care service will also beafter-school care programme and the occasional child care service will also be

expanded.expanded.expanded.expanded.

(b)(b)(b)(b) The establishment of a social network of informal care and support providedThe establishment of a social network of informal care and support providedThe establishment of a social network of informal care and support providedThe establishment of a social network of informal care and support provided

by families, relatives, friends and neighbours will be encouraged. The concept ofby families, relatives, friends and neighbours will be encouraged. The concept ofby families, relatives, friends and neighbours will be encouraged. The concept ofby families, relatives, friends and neighbours will be encouraged. The concept of

mutual help will be promoted.  The Administration will examine the feasibility ofmutual help will be promoted.  The Administration will examine the feasibility ofmutual help will be promoted.  The Administration will examine the feasibility ofmutual help will be promoted.  The Administration will examine the feasibility of

exempting mutual-help groups from registration under the Child Care Centres Ordinanceexempting mutual-help groups from registration under the Child Care Centres Ordinanceexempting mutual-help groups from registration under the Child Care Centres Ordinanceexempting mutual-help groups from registration under the Child Care Centres Ordinance



(Chapter 243) to facilitate their formation by mutual aid committees, parents' groups(Chapter 243) to facilitate their formation by mutual aid committees, parents' groups(Chapter 243) to facilitate their formation by mutual aid committees, parents' groups(Chapter 243) to facilitate their formation by mutual aid committees, parents' groups

and local organizations.  With the assistance of the Housing Authority, suitableand local organizations.  With the assistance of the Housing Authority, suitableand local organizations.  With the assistance of the Housing Authority, suitableand local organizations.  With the assistance of the Housing Authority, suitable

premises are being identified for the establishment of occasional child care servicespremises are being identified for the establishment of occasional child care servicespremises are being identified for the establishment of occasional child care servicespremises are being identified for the establishment of occasional child care services

on a self-financing and mutual-help basis.on a self-financing and mutual-help basis.on a self-financing and mutual-help basis.on a self-financing and mutual-help basis.

(c)(c)(c)(c) Furthermore, public education on responsible parenthood will be promotFurthermore, public education on responsible parenthood will be promotFurthermore, public education on responsible parenthood will be promotFurthermore, public education on responsible parenthood will be promoted.ed.ed.ed.

The Social Welfare Department, in conjunction with non-governmental organizations,The Social Welfare Department, in conjunction with non-governmental organizations,The Social Welfare Department, in conjunction with non-governmental organizations,The Social Welfare Department, in conjunction with non-governmental organizations,

will promote home safety and responsible parenthood as part of their regular familywill promote home safety and responsible parenthood as part of their regular familywill promote home safety and responsible parenthood as part of their regular familywill promote home safety and responsible parenthood as part of their regular family

life education programmes. They will continue to conduct publicity and educationallife education programmes. They will continue to conduct publicity and educationallife education programmes. They will continue to conduct publicity and educationallife education programmes. They will continue to conduct publicity and educational

activities at both the central and district levels to educate parents not to leaveactivities at both the central and district levels to educate parents not to leaveactivities at both the central and district levels to educate parents not to leaveactivities at both the central and district levels to educate parents not to leave

their children unattended at home.  A case in point, Mr Deputy President, is a recenttheir children unattended at home.  A case in point, Mr Deputy President, is a recenttheir children unattended at home.  A case in point, Mr Deputy President, is a recenttheir children unattended at home.  A case in point, Mr Deputy President, is a recent

publication entitled "Do Not Leave Me Unattended".publication entitled "Do Not Leave Me Unattended".publication entitled "Do Not Leave Me Unattended".publication entitled "Do Not Leave Me Unattended".

Whilst at the moment we do not inteWhilst at the moment we do not inteWhilst at the moment we do not inteWhilst at the moment we do not intend to enact a special piece of new legislationnd to enact a special piece of new legislationnd to enact a special piece of new legislationnd to enact a special piece of new legislation

to punish parents who leave their children unattended at home, nevertheless, we intendto punish parents who leave their children unattended at home, nevertheless, we intendto punish parents who leave their children unattended at home, nevertheless, we intendto punish parents who leave their children unattended at home, nevertheless, we intend

to review the existing legislation to see whether it can be strengthened to deterto review the existing legislation to see whether it can be strengthened to deterto review the existing legislation to see whether it can be strengthened to deterto review the existing legislation to see whether it can be strengthened to deter

parents from habitually putting their children at risk by leaving them alone.  Weparents from habitually putting their children at risk by leaving them alone.  Weparents from habitually putting their children at risk by leaving them alone.  Weparents from habitually putting their children at risk by leaving them alone.  We

are keeping an open mind on future options.are keeping an open mind on future options.are keeping an open mind on future options.are keeping an open mind on future options.

MR HUI YIN-FAT: Mr Deputy President, referring to the last paragraph of her reply,MR HUI YIN-FAT: Mr Deputy President, referring to the last paragraph of her reply,MR HUI YIN-FAT: Mr Deputy President, referring to the last paragraph of her reply,MR HUI YIN-FAT: Mr Deputy President, referring to the last paragraph of her reply,

could the Secretary for Health and Welfare kindly inform this Council when the reviewcould the Secretary for Health and Welfare kindly inform this Council when the reviewcould the Secretary for Health and Welfare kindly inform this Council when the reviewcould the Secretary for Health and Welfare kindly inform this Council when the review

on existing legislation with the object of preventing parents from habitually leavingon existing legislation with the object of preventing parents from habitually leavingon existing legislation with the object of preventing parents from habitually leavingon existing legislation with the object of preventing parents from habitually leaving

their children alone will be completed?  Can the findings be made known to the public?their children alone will be completed?  Can the findings be made known to the public?their children alone will be completed?  Can the findings be made known to the public?their children alone will be completed?  Can the findings be made known to the public?

SECRETARY FOR HEALTH AND WELFARE: As regards the review, Mr Deputy President, we haveSECRETARY FOR HEALTH AND WELFARE: As regards the review, Mr Deputy President, we haveSECRETARY FOR HEALTH AND WELFARE: As regards the review, Mr Deputy President, we haveSECRETARY FOR HEALTH AND WELFARE: As regards the review, Mr Deputy President, we have

already started the preliminary spadework; and depending on the legislativealready started the preliminary spadework; and depending on the legislativealready started the preliminary spadework; and depending on the legislativealready started the preliminary spadework; and depending on the legislative

requirement and the legislative programme, we hope to complete the review as soonrequirement and the legislative programme, we hope to complete the review as soonrequirement and the legislative programme, we hope to complete the review as soonrequirement and the legislative programme, we hope to complete the review as soon

as possible, certainly within this year.  As regards the second part of the question,as possible, certainly within this year.  As regards the second part of the question,as possible, certainly within this year.  As regards the second part of the question,as possible, certainly within this year.  As regards the second part of the question,

since the review may involve a change of law, we will certainly make the process assince the review may involve a change of law, we will certainly make the process assince the review may involve a change of law, we will certainly make the process assince the review may involve a change of law, we will certainly make the process as

open as we can.open as we can.open as we can.open as we can.

MRS MIRIAM LAU: Mr Deputy President, bearing in mind that the unpopularity of theMRS MIRIAM LAU: Mr Deputy President, bearing in mind that the unpopularity of theMRS MIRIAM LAU: Mr Deputy President, bearing in mind that the unpopularity of theMRS MIRIAM LAU: Mr Deputy President, bearing in mind that the unpopularity of the

present occasional child care service is partly due to the inflexibility of hourspresent occasional child care service is partly due to the inflexibility of hourspresent occasional child care service is partly due to the inflexibility of hourspresent occasional child care service is partly due to the inflexibility of hours

of operation and the relatively high fee structure of the centres offering suchof operation and the relatively high fee structure of the centres offering suchof operation and the relatively high fee structure of the centres offering suchof operation and the relatively high fee structure of the centres offering such

services, will the Administration, as a matter of urgency, review these areas to makeservices, will the Administration, as a matter of urgency, review these areas to makeservices, will the Administration, as a matter of urgency, review these areas to makeservices, will the Administration, as a matter of urgency, review these areas to make

sure that the services offered will be more attractive?sure that the services offered will be more attractive?sure that the services offered will be more attractive?sure that the services offered will be more attractive?



SECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, the flexibility in terms ofSECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, the flexibility in terms ofSECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, the flexibility in terms ofSECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, the flexibility in terms of

admission and charges has been reviewed and changes will be introduced.  The flexibleadmission and charges has been reviewed and changes will be introduced.  The flexibleadmission and charges has been reviewed and changes will be introduced.  The flexibleadmission and charges has been reviewed and changes will be introduced.  The flexible

approach, requiring perhaps lower fees for admission, will be implemented next month,approach, requiring perhaps lower fees for admission, will be implemented next month,approach, requiring perhaps lower fees for admission, will be implemented next month,approach, requiring perhaps lower fees for admission, will be implemented next month,

that is to say, from l March.that is to say, from l March.that is to say, from l March.that is to say, from l March.

DR LAM KUI-CHUN: Mr Deputy President, would the Secretary for Health and WelfareDR LAM KUI-CHUN: Mr Deputy President, would the Secretary for Health and WelfareDR LAM KUI-CHUN: Mr Deputy President, would the Secretary for Health and WelfareDR LAM KUI-CHUN: Mr Deputy President, would the Secretary for Health and Welfare

inform this Council of the latest position of the organizations offering work-basedinform this Council of the latest position of the organizations offering work-basedinform this Council of the latest position of the organizations offering work-basedinform this Council of the latest position of the organizations offering work-based

child care centres, as mentioned in item (a) of the third paragraph of her answer?child care centres, as mentioned in item (a) of the third paragraph of her answer?child care centres, as mentioned in item (a) of the third paragraph of her answer?child care centres, as mentioned in item (a) of the third paragraph of her answer?

SECRETARY FOR HEALTH AND WELFARE: The work-based model is in fact a very new approachSECRETARY FOR HEALTH AND WELFARE: The work-based model is in fact a very new approachSECRETARY FOR HEALTH AND WELFARE: The work-based model is in fact a very new approachSECRETARY FOR HEALTH AND WELFARE: The work-based model is in fact a very new approach

and it is a very important approach.  Indeed, in respect of this new model, the Hongand it is a very important approach.  Indeed, in respect of this new model, the Hongand it is a very important approach.  Indeed, in respect of this new model, the Hongand it is a very important approach.  Indeed, in respect of this new model, the Hong

Kong Bank has introduced it voluntarily.  This innovative approach will in factKong Bank has introduced it voluntarily.  This innovative approach will in factKong Bank has introduced it voluntarily.  This innovative approach will in factKong Bank has introduced it voluntarily.  This innovative approach will in fact

benefit the organization itself.  For instance, the model will help reduce staffbenefit the organization itself.  For instance, the model will help reduce staffbenefit the organization itself.  For instance, the model will help reduce staffbenefit the organization itself.  For instance, the model will help reduce staff

turnover; it will enhance the image of the workplace and encourage more women, andturnover; it will enhance the image of the workplace and encourage more women, andturnover; it will enhance the image of the workplace and encourage more women, andturnover; it will enhance the image of the workplace and encourage more women, and

perhaps single-parents, to work.  As far as I can gather, there is another hospitalperhaps single-parents, to work.  As far as I can gather, there is another hospitalperhaps single-parents, to work.  As far as I can gather, there is another hospitalperhaps single-parents, to work.  As far as I can gather, there is another hospital

which is also considering the introduction of a work-based child care centre withinwhich is also considering the introduction of a work-based child care centre withinwhich is also considering the introduction of a work-based child care centre withinwhich is also considering the introduction of a work-based child care centre within

the hospital's compound.  We will keep an eye on this innovation which promises greatthe hospital's compound.  We will keep an eye on this innovation which promises greatthe hospital's compound.  We will keep an eye on this innovation which promises greatthe hospital's compound.  We will keep an eye on this innovation which promises great

success for the future.success for the future.success for the future.success for the future.

MR HENRY TANG: Mr Deputy President, in item (a) of the third paragraph of her reply,MR HENRY TANG: Mr Deputy President, in item (a) of the third paragraph of her reply,MR HENRY TANG: Mr Deputy President, in item (a) of the third paragraph of her reply,MR HENRY TANG: Mr Deputy President, in item (a) of the third paragraph of her reply,

the Secretary has said that the idea of work-based child care centres will be promotedthe Secretary has said that the idea of work-based child care centres will be promotedthe Secretary has said that the idea of work-based child care centres will be promotedthe Secretary has said that the idea of work-based child care centres will be promoted

among industrial and commercial employers.  Since the present Buildings Regulationsamong industrial and commercial employers.  Since the present Buildings Regulationsamong industrial and commercial employers.  Since the present Buildings Regulationsamong industrial and commercial employers.  Since the present Buildings Regulations

prohibit the establishment of any child care centre in industrial buildings, doesprohibit the establishment of any child care centre in industrial buildings, doesprohibit the establishment of any child care centre in industrial buildings, doesprohibit the establishment of any child care centre in industrial buildings, does

it mean that there will be a relaxation of these Buildings Regulations so that youngit mean that there will be a relaxation of these Buildings Regulations so that youngit mean that there will be a relaxation of these Buildings Regulations so that youngit mean that there will be a relaxation of these Buildings Regulations so that young

parents will be able to leave their small children in these day care centres whilstparents will be able to leave their small children in these day care centres whilstparents will be able to leave their small children in these day care centres whilstparents will be able to leave their small children in these day care centres whilst

attending an industrial workplace?attending an industrial workplace?attending an industrial workplace?attending an industrial workplace?

SECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, the welfare of the child willSECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, the welfare of the child willSECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, the welfare of the child willSECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, the welfare of the child will

come first.  When we talk about a work-based child care centre it may not necessarilycome first.  When we talk about a work-based child care centre it may not necessarilycome first.  When we talk about a work-based child care centre it may not necessarilycome first.  When we talk about a work-based child care centre it may not necessarily

be at the place of work.  It could be, for instance, in an adjoining area but sponsoredbe at the place of work.  It could be, for instance, in an adjoining area but sponsoredbe at the place of work.  It could be, for instance, in an adjoining area but sponsoredbe at the place of work.  It could be, for instance, in an adjoining area but sponsored

by the employer.  The child care centre need not necessarily be operated by theby the employer.  The child care centre need not necessarily be operated by theby the employer.  The child care centre need not necessarily be operated by theby the employer.  The child care centre need not necessarily be operated by the

employer.  In the case of Hong Kong Bank, we believe that the management of the centreemployer.  In the case of Hong Kong Bank, we believe that the management of the centreemployer.  In the case of Hong Kong Bank, we believe that the management of the centreemployer.  In the case of Hong Kong Bank, we believe that the management of the centre

has been contracted out to a non-government organization; similarly for the proposedhas been contracted out to a non-government organization; similarly for the proposedhas been contracted out to a non-government organization; similarly for the proposedhas been contracted out to a non-government organization; similarly for the proposed



hospital arrangement, the centre is going to be managed by a non-governmentalhospital arrangement, the centre is going to be managed by a non-governmentalhospital arrangement, the centre is going to be managed by a non-governmentalhospital arrangement, the centre is going to be managed by a non-governmental

organization.  We feel that in allowing a place to be used as a child care centreorganization.  We feel that in allowing a place to be used as a child care centreorganization.  We feel that in allowing a place to be used as a child care centreorganization.  We feel that in allowing a place to be used as a child care centre

the premises must be suitable for child caring; so there is no question of relaxingthe premises must be suitable for child caring; so there is no question of relaxingthe premises must be suitable for child caring; so there is no question of relaxingthe premises must be suitable for child caring; so there is no question of relaxing

the rules to open the child care centre.the rules to open the child care centre.the rules to open the child care centre.the rules to open the child care centre.

MR TIK CHI-YUEN (in Cantonese): Mr Deputy President, in paragraph 3(b) of her reply,MR TIK CHI-YUEN (in Cantonese): Mr Deputy President, in paragraph 3(b) of her reply,MR TIK CHI-YUEN (in Cantonese): Mr Deputy President, in paragraph 3(b) of her reply,MR TIK CHI-YUEN (in Cantonese): Mr Deputy President, in paragraph 3(b) of her reply,

the Secretary has mentioned that some organizations and mutual aid committees willthe Secretary has mentioned that some organizations and mutual aid committees willthe Secretary has mentioned that some organizations and mutual aid committees willthe Secretary has mentioned that some organizations and mutual aid committees will

be encouraged to establish child care services on a self-financing and mutual helpbe encouraged to establish child care services on a self-financing and mutual helpbe encouraged to establish child care services on a self-financing and mutual helpbe encouraged to establish child care services on a self-financing and mutual help

basis.  Could I ask the Administration how it will ensure the services provided bybasis.  Could I ask the Administration how it will ensure the services provided bybasis.  Could I ask the Administration how it will ensure the services provided bybasis.  Could I ask the Administration how it will ensure the services provided by

these organizations will be safe and up to standard?these organizations will be safe and up to standard?these organizations will be safe and up to standard?these organizations will be safe and up to standard?

SECRETARY FOR HEALTH AND WELFARE: The objective of mutual-help and certain new modelsSECRETARY FOR HEALTH AND WELFARE: The objective of mutual-help and certain new modelsSECRETARY FOR HEALTH AND WELFARE: The objective of mutual-help and certain new modelsSECRETARY FOR HEALTH AND WELFARE: The objective of mutual-help and certain new models

of service really is a way of enhancing the social network.  But in enhancing theof service really is a way of enhancing the social network.  But in enhancing theof service really is a way of enhancing the social network.  But in enhancing theof service really is a way of enhancing the social network.  But in enhancing the

links between people for self-help, the safety of the child would come first.  Solinks between people for self-help, the safety of the child would come first.  Solinks between people for self-help, the safety of the child would come first.  Solinks between people for self-help, the safety of the child would come first.  So

we hope that whilst people will be encouraged to volunteer for service, the standardwe hope that whilst people will be encouraged to volunteer for service, the standardwe hope that whilst people will be encouraged to volunteer for service, the standardwe hope that whilst people will be encouraged to volunteer for service, the standard

of personnel requirments may be different but certainly not the standard of service.of personnel requirments may be different but certainly not the standard of service.of personnel requirments may be different but certainly not the standard of service.of personnel requirments may be different but certainly not the standard of service.

The safety of the child is uppermost in our minds.The safety of the child is uppermost in our minds.The safety of the child is uppermost in our minds.The safety of the child is uppermost in our minds.

MR EDWARD HO: Mr Deputy President, in order to promote a better understanding ofMR EDWARD HO: Mr Deputy President, in order to promote a better understanding ofMR EDWARD HO: Mr Deputy President, in order to promote a better understanding ofMR EDWARD HO: Mr Deputy President, in order to promote a better understanding of

responsible parenthood amongst young people before they become parents, will theresponsible parenthood amongst young people before they become parents, will theresponsible parenthood amongst young people before they become parents, will theresponsible parenthood amongst young people before they become parents, will the

Secretary inform this Council whether there are courses in parenthood in the schoolSecretary inform this Council whether there are courses in parenthood in the schoolSecretary inform this Council whether there are courses in parenthood in the schoolSecretary inform this Council whether there are courses in parenthood in the school

curriculum?curriculum?curriculum?curriculum?

SECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, regarding the education system,SECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, regarding the education system,SECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, regarding the education system,SECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, regarding the education system,

I cannot answer on behalf of the Secretary for Education and Manpower; but certainlyI cannot answer on behalf of the Secretary for Education and Manpower; but certainlyI cannot answer on behalf of the Secretary for Education and Manpower; but certainlyI cannot answer on behalf of the Secretary for Education and Manpower; but certainly

in the Social Welfare Programme on Family Life Education, the question of responsiblein the Social Welfare Programme on Family Life Education, the question of responsiblein the Social Welfare Programme on Family Life Education, the question of responsiblein the Social Welfare Programme on Family Life Education, the question of responsible

parenthood is a theme of education for the parents.parenthood is a theme of education for the parents.parenthood is a theme of education for the parents.parenthood is a theme of education for the parents.

MRS PEGGY LAM (in Cantonese): Mr Deputy President, in paragraph 3(a) of her reply,MRS PEGGY LAM (in Cantonese): Mr Deputy President, in paragraph 3(a) of her reply,MRS PEGGY LAM (in Cantonese): Mr Deputy President, in paragraph 3(a) of her reply,MRS PEGGY LAM (in Cantonese): Mr Deputy President, in paragraph 3(a) of her reply,

the Secretary has mentioned that there will be an annual increase of  1 400 day nurserythe Secretary has mentioned that there will be an annual increase of  1 400 day nurserythe Secretary has mentioned that there will be an annual increase of  1 400 day nurserythe Secretary has mentioned that there will be an annual increase of  1 400 day nursery

places.  Could I be informed of the date of commencement of the programme and theplaces.  Could I be informed of the date of commencement of the programme and theplaces.  Could I be informed of the date of commencement of the programme and theplaces.  Could I be informed of the date of commencement of the programme and the

manpower and funding the Administration is prepared to devote to it?manpower and funding the Administration is prepared to devote to it?manpower and funding the Administration is prepared to devote to it?manpower and funding the Administration is prepared to devote to it?

SECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, I think Members will recallSECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, I think Members will recallSECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, I think Members will recallSECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, I think Members will recall



that when the question of parents leaving their children unattended at home wasthat when the question of parents leaving their children unattended at home wasthat when the question of parents leaving their children unattended at home wasthat when the question of parents leaving their children unattended at home was

debated in this Council on 18 December, I said that the fund for nursery and crechedebated in this Council on 18 December, I said that the fund for nursery and crechedebated in this Council on 18 December, I said that the fund for nursery and crechedebated in this Council on 18 December, I said that the fund for nursery and creche

services was $119.6 million for the current year and that there would be an increaseservices was $119.6 million for the current year and that there would be an increaseservices was $119.6 million for the current year and that there would be an increaseservices was $119.6 million for the current year and that there would be an increase

of $10.5 million to some $130.1 million the following year for such services.  Thatof $10.5 million to some $130.1 million the following year for such services.  Thatof $10.5 million to some $130.1 million the following year for such services.  Thatof $10.5 million to some $130.1 million the following year for such services.  That

includes provision for 1 400 additional day nursery places; additional day nurseryincludes provision for 1 400 additional day nursery places; additional day nurseryincludes provision for 1 400 additional day nursery places; additional day nurseryincludes provision for 1 400 additional day nursery places; additional day nursery

places will be provided every year until the demand is fully met.  This positionplaces will be provided every year until the demand is fully met.  This positionplaces will be provided every year until the demand is fully met.  This positionplaces will be provided every year until the demand is fully met.  This position

remains the same.remains the same.remains the same.remains the same.

MR MAN SAI-CHEONG: Mr Deputy President, will the Government consider adequateMR MAN SAI-CHEONG: Mr Deputy President, will the Government consider adequateMR MAN SAI-CHEONG: Mr Deputy President, will the Government consider adequateMR MAN SAI-CHEONG: Mr Deputy President, will the Government consider adequate

provision of child care centres as a policy measure and a long-term programme in theprovision of child care centres as a policy measure and a long-term programme in theprovision of child care centres as a policy measure and a long-term programme in theprovision of child care centres as a policy measure and a long-term programme in the

context of the economic emergence of women in the local labour market?context of the economic emergence of women in the local labour market?context of the economic emergence of women in the local labour market?context of the economic emergence of women in the local labour market?

SECRETARY FOR HEALTH AND WELFARE: Yes, Mr Deputy President.SECRETARY FOR HEALTH AND WELFARE: Yes, Mr Deputy President.SECRETARY FOR HEALTH AND WELFARE: Yes, Mr Deputy President.SECRETARY FOR HEALTH AND WELFARE: Yes, Mr Deputy President.

DR YEUNG-SUM (in Cantonese): Mr Deputy President, we are glad to hear that theDR YEUNG-SUM (in Cantonese): Mr Deputy President, we are glad to hear that theDR YEUNG-SUM (in Cantonese): Mr Deputy President, we are glad to hear that theDR YEUNG-SUM (in Cantonese): Mr Deputy President, we are glad to hear that the

Administration presently has no intention to legislate against parents leaving theirAdministration presently has no intention to legislate against parents leaving theirAdministration presently has no intention to legislate against parents leaving theirAdministration presently has no intention to legislate against parents leaving their

children unattended at home.  Women's groups will also be relieved to learn that.children unattended at home.  Women's groups will also be relieved to learn that.children unattended at home.  Women's groups will also be relieved to learn that.children unattended at home.  Women's groups will also be relieved to learn that.

But in the long term, will the Administration consider using tax concession as anBut in the long term, will the Administration consider using tax concession as anBut in the long term, will the Administration consider using tax concession as anBut in the long term, will the Administration consider using tax concession as an

incentive to encourage some employers to provide child care services to their workers?incentive to encourage some employers to provide child care services to their workers?incentive to encourage some employers to provide child care services to their workers?incentive to encourage some employers to provide child care services to their workers?

For example, by providing child care services to their workers, employers will beFor example, by providing child care services to their workers, employers will beFor example, by providing child care services to their workers, employers will beFor example, by providing child care services to their workers, employers will be

granted some tax concessions, so that more women can join the workforce and at thegranted some tax concessions, so that more women can join the workforce and at thegranted some tax concessions, so that more women can join the workforce and at thegranted some tax concessions, so that more women can join the workforce and at the

same time their children will be looked after.same time their children will be looked after.same time their children will be looked after.same time their children will be looked after.

SECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, the Honourable YEUNG Sum'sSECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, the Honourable YEUNG Sum'sSECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, the Honourable YEUNG Sum'sSECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, the Honourable YEUNG Sum's

question consists of two parts: first, whether the Government would encouragequestion consists of two parts: first, whether the Government would encouragequestion consists of two parts: first, whether the Government would encouragequestion consists of two parts: first, whether the Government would encourage

employers to contribute to child care services; second, if I understand it correctly,employers to contribute to child care services; second, if I understand it correctly,employers to contribute to child care services; second, if I understand it correctly,employers to contribute to child care services; second, if I understand it correctly,

whether these employers would be granted tax concessions.  As regards the first partwhether these employers would be granted tax concessions.  As regards the first partwhether these employers would be granted tax concessions.  As regards the first partwhether these employers would be granted tax concessions.  As regards the first part

of the question, employer participation has been recognized in the White Paper onof the question, employer participation has been recognized in the White Paper onof the question, employer participation has been recognized in the White Paper onof the question, employer participation has been recognized in the White Paper on

Social Welfare Policy to be a new direction worth pursuing.  That is to say, it isSocial Welfare Policy to be a new direction worth pursuing.  That is to say, it isSocial Welfare Policy to be a new direction worth pursuing.  That is to say, it isSocial Welfare Policy to be a new direction worth pursuing.  That is to say, it is

very compatible with the policy of encouraging society to participate; employersvery compatible with the policy of encouraging society to participate; employersvery compatible with the policy of encouraging society to participate; employersvery compatible with the policy of encouraging society to participate; employers

being part of society are welcome to participate and indeed should be encouraged tobeing part of society are welcome to participate and indeed should be encouraged tobeing part of society are welcome to participate and indeed should be encouraged tobeing part of society are welcome to participate and indeed should be encouraged to

do so.  We will provide all the necessary infrastructural and advisory help.  Thisdo so.  We will provide all the necessary infrastructural and advisory help.  Thisdo so.  We will provide all the necessary infrastructural and advisory help.  Thisdo so.  We will provide all the necessary infrastructural and advisory help.  This

participation scheme in fact helps enhance the image of the employer; it also helpsparticipation scheme in fact helps enhance the image of the employer; it also helpsparticipation scheme in fact helps enhance the image of the employer; it also helpsparticipation scheme in fact helps enhance the image of the employer; it also helps

retain staff, reduce absenteeism and staff turnover.  There are many models, forretain staff, reduce absenteeism and staff turnover.  There are many models, forretain staff, reduce absenteeism and staff turnover.  There are many models, forretain staff, reduce absenteeism and staff turnover.  There are many models, for



instance, the consortium model where small industries can group together and use ainstance, the consortium model where small industries can group together and use ainstance, the consortium model where small industries can group together and use ainstance, the consortium model where small industries can group together and use a

common service provided perhaps by non-governmental organizations. These child carecommon service provided perhaps by non-governmental organizations. These child carecommon service provided perhaps by non-governmental organizations. These child carecommon service provided perhaps by non-governmental organizations. These child care

centres may not necessarily be in workplaces; they may be in residential areas, andcentres may not necessarily be in workplaces; they may be in residential areas, andcentres may not necessarily be in workplaces; they may be in residential areas, andcentres may not necessarily be in workplaces; they may be in residential areas, and

the service may be sponsored or paid for by the employers.the service may be sponsored or paid for by the employers.the service may be sponsored or paid for by the employers.the service may be sponsored or paid for by the employers.

As regards tax concessions, without wishing to trespass into the sacred groundAs regards tax concessions, without wishing to trespass into the sacred groundAs regards tax concessions, without wishing to trespass into the sacred groundAs regards tax concessions, without wishing to trespass into the sacred ground

of the Financial Secretary, I think the concept of tax concessions, as an incentiveof the Financial Secretary, I think the concept of tax concessions, as an incentiveof the Financial Secretary, I think the concept of tax concessions, as an incentiveof the Financial Secretary, I think the concept of tax concessions, as an incentive

to employers, is incompatible with the simplicity of Hong Kong's tax system.  (I sayto employers, is incompatible with the simplicity of Hong Kong's tax system.  (I sayto employers, is incompatible with the simplicity of Hong Kong's tax system.  (I sayto employers, is incompatible with the simplicity of Hong Kong's tax system.  (I say

this because I have previously served my apprenticeship in the Treasury, so to speak,this because I have previously served my apprenticeship in the Treasury, so to speak,this because I have previously served my apprenticeship in the Treasury, so to speak,this because I have previously served my apprenticeship in the Treasury, so to speak,

for seven years.)  Hong Kong's tax system and the simplicity of the tax structurefor seven years.)  Hong Kong's tax system and the simplicity of the tax structurefor seven years.)  Hong Kong's tax system and the simplicity of the tax structurefor seven years.)  Hong Kong's tax system and the simplicity of the tax structure

would be rendered very complicated if we were to grant tax concessions.  Taxwould be rendered very complicated if we were to grant tax concessions.  Taxwould be rendered very complicated if we were to grant tax concessions.  Taxwould be rendered very complicated if we were to grant tax concessions.  Tax

concessions are neither simple to administer, nor indeed equitable within the Hongconcessions are neither simple to administer, nor indeed equitable within the Hongconcessions are neither simple to administer, nor indeed equitable within the Hongconcessions are neither simple to administer, nor indeed equitable within the Hong

Kong system; but I must admit I speak without wishing to trespass into the sacredKong system; but I must admit I speak without wishing to trespass into the sacredKong system; but I must admit I speak without wishing to trespass into the sacredKong system; but I must admit I speak without wishing to trespass into the sacred

grounds of the Financial Secretary.grounds of the Financial Secretary.grounds of the Financial Secretary.grounds of the Financial Secretary.

MR FRED LI (in Cantonese): Mr Deputy President, could the Secretary inform thisMR FRED LI (in Cantonese): Mr Deputy President, could the Secretary inform thisMR FRED LI (in Cantonese): Mr Deputy President, could the Secretary inform thisMR FRED LI (in Cantonese): Mr Deputy President, could the Secretary inform this

Council of any concrete plan to implement the phased expansion of nursery servicesCouncil of any concrete plan to implement the phased expansion of nursery servicesCouncil of any concrete plan to implement the phased expansion of nursery servicesCouncil of any concrete plan to implement the phased expansion of nursery services

(which have been freezed for years)?  How many additional nursery places will be(which have been freezed for years)?  How many additional nursery places will be(which have been freezed for years)?  How many additional nursery places will be(which have been freezed for years)?  How many additional nursery places will be

provided annually and which districts in fact do "new towns" refer to?provided annually and which districts in fact do "new towns" refer to?provided annually and which districts in fact do "new towns" refer to?provided annually and which districts in fact do "new towns" refer to?

SECRETARY FOR HEALTH AND WELFARE: Day creche services for children under two yearsSECRETARY FOR HEALTH AND WELFARE: Day creche services for children under two yearsSECRETARY FOR HEALTH AND WELFARE: Day creche services for children under two yearsSECRETARY FOR HEALTH AND WELFARE: Day creche services for children under two years

of age, as different from child care centres for children between the age of two andof age, as different from child care centres for children between the age of two andof age, as different from child care centres for children between the age of two andof age, as different from child care centres for children between the age of two and

six, will be expanded by phases, as I said, in the new towns, particularly I believesix, will be expanded by phases, as I said, in the new towns, particularly I believesix, will be expanded by phases, as I said, in the new towns, particularly I believesix, will be expanded by phases, as I said, in the new towns, particularly I believe

in places like Tuen Mun where there are many single-parent and young families.  Thisin places like Tuen Mun where there are many single-parent and young families.  Thisin places like Tuen Mun where there are many single-parent and young families.  Thisin places like Tuen Mun where there are many single-parent and young families.  This

expansion of service is in fact going to help the low income families with socialexpansion of service is in fact going to help the low income families with socialexpansion of service is in fact going to help the low income families with socialexpansion of service is in fact going to help the low income families with social

needs, and other young families who may choose to use the service when the mothersneeds, and other young families who may choose to use the service when the mothersneeds, and other young families who may choose to use the service when the mothersneeds, and other young families who may choose to use the service when the mothers

take up employment.  We hope to implement this new policy which requires some extendedtake up employment.  We hope to implement this new policy which requires some extendedtake up employment.  We hope to implement this new policy which requires some extendedtake up employment.  We hope to implement this new policy which requires some extended

look into the Fee Assistance Scheme.  At present the Fee Assistance Scheme, whichlook into the Fee Assistance Scheme.  At present the Fee Assistance Scheme, whichlook into the Fee Assistance Scheme.  At present the Fee Assistance Scheme, whichlook into the Fee Assistance Scheme.  At present the Fee Assistance Scheme, which

is a scheme to help low income families with social needs according to a sliding scaleis a scheme to help low income families with social needs according to a sliding scaleis a scheme to help low income families with social needs according to a sliding scaleis a scheme to help low income families with social needs according to a sliding scale

commensurate with the ability to pay, applies to day care centres; but we hope tocommensurate with the ability to pay, applies to day care centres; but we hope tocommensurate with the ability to pay, applies to day care centres; but we hope tocommensurate with the ability to pay, applies to day care centres; but we hope to

work out a way whereby this scheme can be extended to day creche as well.  It is verywork out a way whereby this scheme can be extended to day creche as well.  It is verywork out a way whereby this scheme can be extended to day creche as well.  It is verywork out a way whereby this scheme can be extended to day creche as well.  It is very

difficult to assess the demand for day creche because we have to rely very much ondifficult to assess the demand for day creche because we have to rely very much ondifficult to assess the demand for day creche because we have to rely very much ondifficult to assess the demand for day creche because we have to rely very much on

the individual family's response and inclination, but we hope that 250 new aided daythe individual family's response and inclination, but we hope that 250 new aided daythe individual family's response and inclination, but we hope that 250 new aided daythe individual family's response and inclination, but we hope that 250 new aided day

creche places will be planned for each year.creche places will be planned for each year.creche places will be planned for each year.creche places will be planned for each year.



REV FUNG CHI-WOOD (in Cantonese): Mr Deputy President, would the Secretary explainREV FUNG CHI-WOOD (in Cantonese): Mr Deputy President, would the Secretary explainREV FUNG CHI-WOOD (in Cantonese): Mr Deputy President, would the Secretary explainREV FUNG CHI-WOOD (in Cantonese): Mr Deputy President, would the Secretary explain

why on the one hand she mentioned in paragraph 4 of her main reply that thewhy on the one hand she mentioned in paragraph 4 of her main reply that thewhy on the one hand she mentioned in paragraph 4 of her main reply that thewhy on the one hand she mentioned in paragraph 4 of her main reply that the

Administration at present does not intend to enact legislation to punish parents whoAdministration at present does not intend to enact legislation to punish parents whoAdministration at present does not intend to enact legislation to punish parents whoAdministration at present does not intend to enact legislation to punish parents who

leave their children unattended at home while on the other said that considerationleave their children unattended at home while on the other said that considerationleave their children unattended at home while on the other said that considerationleave their children unattended at home while on the other said that consideration

is being given to amend the existing legislation to deter parents from so doing?  Mayis being given to amend the existing legislation to deter parents from so doing?  Mayis being given to amend the existing legislation to deter parents from so doing?  Mayis being given to amend the existing legislation to deter parents from so doing?  May

I know what in fact these legislations are and whether they are relating to punishingI know what in fact these legislations are and whether they are relating to punishingI know what in fact these legislations are and whether they are relating to punishingI know what in fact these legislations are and whether they are relating to punishing

parents of unattended children?  Furthermore, when will amendments be introduced?parents of unattended children?  Furthermore, when will amendments be introduced?parents of unattended children?  Furthermore, when will amendments be introduced?parents of unattended children?  Furthermore, when will amendments be introduced?

Shall we have to wait until sufficient child care services or facilities are availableShall we have to wait until sufficient child care services or facilities are availableShall we have to wait until sufficient child care services or facilities are availableShall we have to wait until sufficient child care services or facilities are available

in the community before introducing these amendments?in the community before introducing these amendments?in the community before introducing these amendments?in the community before introducing these amendments?

SECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, perhaps I should answer theSECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, perhaps I should answer theSECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, perhaps I should answer theSECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, perhaps I should answer the

last part first.  There are indeed sufficient day care centres; but if the supplylast part first.  There are indeed sufficient day care centres; but if the supplylast part first.  There are indeed sufficient day care centres; but if the supplylast part first.  There are indeed sufficient day care centres; but if the supply

matched perfectly with the demand, there would hardly be any need for any change inmatched perfectly with the demand, there would hardly be any need for any change inmatched perfectly with the demand, there would hardly be any need for any change inmatched perfectly with the demand, there would hardly be any need for any change in

the law.  We need to look after the interests of the child; and, in my opinion, onethe law.  We need to look after the interests of the child; and, in my opinion, onethe law.  We need to look after the interests of the child; and, in my opinion, onethe law.  We need to look after the interests of the child; and, in my opinion, one

tragedy to a child is already one too many.  I do not think we should only act ortragedy to a child is already one too many.  I do not think we should only act ortragedy to a child is already one too many.  I do not think we should only act ortragedy to a child is already one too many.  I do not think we should only act or

be goaded into action by sad happenings that we read from the newspapers. I thinkbe goaded into action by sad happenings that we read from the newspapers. I thinkbe goaded into action by sad happenings that we read from the newspapers. I thinkbe goaded into action by sad happenings that we read from the newspapers. I think

we should always act in such a way that the welfare of the child will be taken intowe should always act in such a way that the welfare of the child will be taken intowe should always act in such a way that the welfare of the child will be taken intowe should always act in such a way that the welfare of the child will be taken into

account first. We need to keep up the effort and take sustained vigilant action inaccount first. We need to keep up the effort and take sustained vigilant action inaccount first. We need to keep up the effort and take sustained vigilant action inaccount first. We need to keep up the effort and take sustained vigilant action in

the interest of the right of the child.the interest of the right of the child.the interest of the right of the child.the interest of the right of the child.

As regards the existing law, we have at present two Ordinances which deal withAs regards the existing law, we have at present two Ordinances which deal withAs regards the existing law, we have at present two Ordinances which deal withAs regards the existing law, we have at present two Ordinances which deal with

cases of children abandoned or exposed to danger or being permanently left out ofcases of children abandoned or exposed to danger or being permanently left out ofcases of children abandoned or exposed to danger or being permanently left out ofcases of children abandoned or exposed to danger or being permanently left out of

the social system or being victims of wilful neglect. One of these two Ordinancesthe social system or being victims of wilful neglect. One of these two Ordinancesthe social system or being victims of wilful neglect. One of these two Ordinancesthe social system or being victims of wilful neglect. One of these two Ordinances

is:is:is:is:

The Offences Against the Person Ordinance which deals with cases of children abandoned,The Offences Against the Person Ordinance which deals with cases of children abandoned,The Offences Against the Person Ordinance which deals with cases of children abandoned,The Offences Against the Person Ordinance which deals with cases of children abandoned,

exposed to danger and permanent injury to health, and children being the victims ofexposed to danger and permanent injury to health, and children being the victims ofexposed to danger and permanent injury to health, and children being the victims ofexposed to danger and permanent injury to health, and children being the victims of

wilful neglect.wilful neglect.wilful neglect.wilful neglect.

The other Ordinance is:The other Ordinance is:The other Ordinance is:The other Ordinance is:

The Protection of Women and Juveniles Ordinance which provides for care and protectionThe Protection of Women and Juveniles Ordinance which provides for care and protectionThe Protection of Women and Juveniles Ordinance which provides for care and protectionThe Protection of Women and Juveniles Ordinance which provides for care and protection

of children exposed to physical danger.of children exposed to physical danger.of children exposed to physical danger.of children exposed to physical danger.

The question is whether physical danger should be the sole criterion; or should weThe question is whether physical danger should be the sole criterion; or should weThe question is whether physical danger should be the sole criterion; or should weThe question is whether physical danger should be the sole criterion; or should we

include also psychological danger?  At present, these two Ordinances provide forinclude also psychological danger?  At present, these two Ordinances provide forinclude also psychological danger?  At present, these two Ordinances provide forinclude also psychological danger?  At present, these two Ordinances provide for

legal action.  However, in considering whether or not to take legal action, the actlegal action.  However, in considering whether or not to take legal action, the actlegal action.  However, in considering whether or not to take legal action, the actlegal action.  However, in considering whether or not to take legal action, the act

would have to be viewed in the overall context of the child's general care andwould have to be viewed in the overall context of the child's general care andwould have to be viewed in the overall context of the child's general care andwould have to be viewed in the overall context of the child's general care and



well-being.  Prosecutions or the making of a Child Care and Protection Order willwell-being.  Prosecutions or the making of a Child Care and Protection Order willwell-being.  Prosecutions or the making of a Child Care and Protection Order willwell-being.  Prosecutions or the making of a Child Care and Protection Order will

seldom, if ever, be undertaken solely on the ground of a child being left unattendedseldom, if ever, be undertaken solely on the ground of a child being left unattendedseldom, if ever, be undertaken solely on the ground of a child being left unattendedseldom, if ever, be undertaken solely on the ground of a child being left unattended

at home occasionally.at home occasionally.at home occasionally.at home occasionally.

So the idea is whether we canSo the idea is whether we canSo the idea is whether we canSo the idea is whether we can expand the law in order to help the mother or perhaps expand the law in order to help the mother or perhaps expand the law in order to help the mother or perhaps expand the law in order to help the mother or perhaps

even the father at home.  We hope to facilitate a situation whereby if we detecteven the father at home.  We hope to facilitate a situation whereby if we detecteven the father at home.  We hope to facilitate a situation whereby if we detecteven the father at home.  We hope to facilitate a situation whereby if we detect

certain children being perpetually or habitually left at home, assistance can becertain children being perpetually or habitually left at home, assistance can becertain children being perpetually or habitually left at home, assistance can becertain children being perpetually or habitually left at home, assistance can be

offered to the parents to find child care places for them.  The idea is not so muchoffered to the parents to find child care places for them.  The idea is not so muchoffered to the parents to find child care places for them.  The idea is not so muchoffered to the parents to find child care places for them.  The idea is not so much

to punish the parents as to educate them not to leave their children at home withoutto punish the parents as to educate them not to leave their children at home withoutto punish the parents as to educate them not to leave their children at home withoutto punish the parents as to educate them not to leave their children at home without

seeking help.seeking help.seeking help.seeking help.

MR PETER WONG: Mr Deputy President, will the Secretary confirm whether resources suchMR PETER WONG: Mr Deputy President, will the Secretary confirm whether resources suchMR PETER WONG: Mr Deputy President, will the Secretary confirm whether resources suchMR PETER WONG: Mr Deputy President, will the Secretary confirm whether resources such

as the capital cost of establishing suitable premises will be made available inas the capital cost of establishing suitable premises will be made available inas the capital cost of establishing suitable premises will be made available inas the capital cost of establishing suitable premises will be made available in

1992-93 for mutual help?  Or will the parents, some of whom have handicapped children1992-93 for mutual help?  Or will the parents, some of whom have handicapped children1992-93 for mutual help?  Or will the parents, some of whom have handicapped children1992-93 for mutual help?  Or will the parents, some of whom have handicapped children

waiting for vacancies in training centres, still be left to their own devices, yetwaiting for vacancies in training centres, still be left to their own devices, yetwaiting for vacancies in training centres, still be left to their own devices, yetwaiting for vacancies in training centres, still be left to their own devices, yet

again?again?again?again?

SECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, it is a very wide and openSECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, it is a very wide and openSECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, it is a very wide and openSECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, it is a very wide and open

ended question.  I cannot confirm anything without knowing the actual figure.  Sinceended question.  I cannot confirm anything without knowing the actual figure.  Sinceended question.  I cannot confirm anything without knowing the actual figure.  Sinceended question.  I cannot confirm anything without knowing the actual figure.  Since

we are talking about capital provision, it is really up to the Lotteries Fund Committeewe are talking about capital provision, it is really up to the Lotteries Fund Committeewe are talking about capital provision, it is really up to the Lotteries Fund Committeewe are talking about capital provision, it is really up to the Lotteries Fund Committee

to allocate money when Lotteries Fund applications are made.  Capital provisions areto allocate money when Lotteries Fund applications are made.  Capital provisions areto allocate money when Lotteries Fund applications are made.  Capital provisions areto allocate money when Lotteries Fund applications are made.  Capital provisions are

normally funded through the Lotteries Fund by the Director of Social Welfare.normally funded through the Lotteries Fund by the Director of Social Welfare.normally funded through the Lotteries Fund by the Director of Social Welfare.normally funded through the Lotteries Fund by the Director of Social Welfare.

Return of Hong Kong citizens for medical treatmentReturn of Hong Kong citizens for medical treatmentReturn of Hong Kong citizens for medical treatmentReturn of Hong Kong citizens for medical treatment

3.3.3.3. MR STEVEN POON asked: Given that a large number of Hong KonMR STEVEN POON asked: Given that a large number of Hong KonMR STEVEN POON asked: Given that a large number of Hong KonMR STEVEN POON asked: Given that a large number of Hong Kong people work ing people work ing people work ing people work in

Guangdong area, will the Administration inform this Council:Guangdong area, will the Administration inform this Council:Guangdong area, will the Administration inform this Council:Guangdong area, will the Administration inform this Council:

(a)  (a)  (a)  (a)  whether there are emergency arrangements to return Hong Kong citizenswhether there are emergency arrangements to return Hong Kong citizenswhether there are emergency arrangements to return Hong Kong citizenswhether there are emergency arrangements to return Hong Kong citizens

to the territory for medical treatment; and if so, what is the average time takento the territory for medical treatment; and if so, what is the average time takento the territory for medical treatment; and if so, what is the average time takento the territory for medical treatment; and if so, what is the average time taken

to return a Hong Kong citizen in case of emergency from, say, Dongguan County,to return a Hong Kong citizen in case of emergency from, say, Dongguan County,to return a Hong Kong citizen in case of emergency from, say, Dongguan County,to return a Hong Kong citizen in case of emergency from, say, Dongguan County,

Guangdong Province to Queen Elizabeth Hospital;Guangdong Province to Queen Elizabeth Hospital;Guangdong Province to Queen Elizabeth Hospital;Guangdong Province to Queen Elizabeth Hospital;

(b)(b)(b)(b) of the number of cases requiring such emergency arrangements in the past fiveof the number of cases requiring such emergency arrangements in the past fiveof the number of cases requiring such emergency arrangements in the past fiveof the number of cases requiring such emergency arrangements in the past five

years; andyears; andyears; andyears; and



(c)(c)(c)(c) whether any improvements to the arrangements awhether any improvements to the arrangements awhether any improvements to the arrangements awhether any improvements to the arrangements are necessary?re necessary?re necessary?re necessary?

SECRETARY FOR SECURITY: Mr Deputy President, the Hong Kong Government has no standingSECRETARY FOR SECURITY: Mr Deputy President, the Hong Kong Government has no standingSECRETARY FOR SECURITY: Mr Deputy President, the Hong Kong Government has no standingSECRETARY FOR SECURITY: Mr Deputy President, the Hong Kong Government has no standing

arrangements for the return of Hong Kong citizens from outside the territory forarrangements for the return of Hong Kong citizens from outside the territory forarrangements for the return of Hong Kong citizens from outside the territory forarrangements for the return of Hong Kong citizens from outside the territory for

medical treatment.  Such arrangements fall outside our responsibility.  I am,medical treatment.  Such arrangements fall outside our responsibility.  I am,medical treatment.  Such arrangements fall outside our responsibility.  I am,medical treatment.  Such arrangements fall outside our responsibility.  I am,

however, aware that some private companies operating in China have their ownhowever, aware that some private companies operating in China have their ownhowever, aware that some private companies operating in China have their ownhowever, aware that some private companies operating in China have their own

arrangements for transferring their staff to Hong Kong for emergency treatment.  Alsoarrangements for transferring their staff to Hong Kong for emergency treatment.  Alsoarrangements for transferring their staff to Hong Kong for emergency treatment.  Alsoarrangements for transferring their staff to Hong Kong for emergency treatment.  Also

some medical insurance policies offer repatriation as a benefit.some medical insurance policies offer repatriation as a benefit.some medical insurance policies offer repatriation as a benefit.some medical insurance policies offer repatriation as a benefit.

The Hong Kong GovernmThe Hong Kong GovernmThe Hong Kong GovernmThe Hong Kong Government's responsibility is to provide health care services toent's responsibility is to provide health care services toent's responsibility is to provide health care services toent's responsibility is to provide health care services to

people within its borders.  Therefore, if any person arrives in Hong Kong needingpeople within its borders.  Therefore, if any person arrives in Hong Kong needingpeople within its borders.  Therefore, if any person arrives in Hong Kong needingpeople within its borders.  Therefore, if any person arrives in Hong Kong needing

emergency care, an ambulance will be called to transfer that person to hospital.  Ifemergency care, an ambulance will be called to transfer that person to hospital.  Ifemergency care, an ambulance will be called to transfer that person to hospital.  Ifemergency care, an ambulance will be called to transfer that person to hospital.  If

the Fire Services Department (FSD) is given advance warning, an ambulance can be madethe Fire Services Department (FSD) is given advance warning, an ambulance can be madethe Fire Services Department (FSD) is given advance warning, an ambulance can be madethe Fire Services Department (FSD) is given advance warning, an ambulance can be made

ready at the point of entry to receive the patient.ready at the point of entry to receive the patient.ready at the point of entry to receive the patient.ready at the point of entry to receive the patient.

On average the time taken to transport patients from the border, airport, helipadsOn average the time taken to transport patients from the border, airport, helipadsOn average the time taken to transport patients from the border, airport, helipadsOn average the time taken to transport patients from the border, airport, helipads

or ferry piers to the Accident and Emergency Department of the nearest public hospitalor ferry piers to the Accident and Emergency Department of the nearest public hospitalor ferry piers to the Accident and Emergency Department of the nearest public hospitalor ferry piers to the Accident and Emergency Department of the nearest public hospital

is from 10 to 20 minutes, depending on the point of entry.is from 10 to 20 minutes, depending on the point of entry.is from 10 to 20 minutes, depending on the point of entry.is from 10 to 20 minutes, depending on the point of entry.

No record has been kept of the number of cases requiring emergency transfers toNo record has been kept of the number of cases requiring emergency transfers toNo record has been kept of the number of cases requiring emergency transfers toNo record has been kept of the number of cases requiring emergency transfers to

hospitals from Immigration Control Points.  Therefore I cannot provide statisticshospitals from Immigration Control Points.  Therefore I cannot provide statisticshospitals from Immigration Control Points.  Therefore I cannot provide statisticshospitals from Immigration Control Points.  Therefore I cannot provide statistics

covering the past five years.  However, I have been able to ascertain that, sincecovering the past five years.  However, I have been able to ascertain that, sincecovering the past five years.  However, I have been able to ascertain that, sincecovering the past five years.  However, I have been able to ascertain that, since

October 1991, a total of 105 cases involving 112 patients were conveyed by FSDOctober 1991, a total of 105 cases involving 112 patients were conveyed by FSDOctober 1991, a total of 105 cases involving 112 patients were conveyed by FSDOctober 1991, a total of 105 cases involving 112 patients were conveyed by FSD

ambulances from the border to various hospitals.  No similar statistics are availableambulances from the border to various hospitals.  No similar statistics are availableambulances from the border to various hospitals.  No similar statistics are availableambulances from the border to various hospitals.  No similar statistics are available

for other points of entry.for other points of entry.for other points of entry.for other points of entry.

The existing arrangements are satisfactory and improvements are not consideredThe existing arrangements are satisfactory and improvements are not consideredThe existing arrangements are satisfactory and improvements are not consideredThe existing arrangements are satisfactory and improvements are not considered

necessary.necessary.necessary.necessary.

MR STEVEN POON: Mr Deputy President, there are many Hong Kong citizens working asMR STEVEN POON: Mr Deputy President, there are many Hong Kong citizens working asMR STEVEN POON: Mr Deputy President, there are many Hong Kong citizens working asMR STEVEN POON: Mr Deputy President, there are many Hong Kong citizens working as

managers, engineers and truck-drivers in the Pearl River Delta, and a large numbermanagers, engineers and truck-drivers in the Pearl River Delta, and a large numbermanagers, engineers and truck-drivers in the Pearl River Delta, and a large numbermanagers, engineers and truck-drivers in the Pearl River Delta, and a large number

of Hong Kong citizens travelling in package tours in Guangdong Province.  When theyof Hong Kong citizens travelling in package tours in Guangdong Province.  When theyof Hong Kong citizens travelling in package tours in Guangdong Province.  When theyof Hong Kong citizens travelling in package tours in Guangdong Province.  When they

have an accident or when they are injured at work, they will be left in a place farhave an accident or when they are injured at work, they will be left in a place farhave an accident or when they are injured at work, they will be left in a place farhave an accident or when they are injured at work, they will be left in a place far

away from home and will be treated by a medical system which is not familiar to them.away from home and will be treated by a medical system which is not familiar to them.away from home and will be treated by a medical system which is not familiar to them.away from home and will be treated by a medical system which is not familiar to them.

This will be the time they need Hong Kong most.  As indicated in the reply of theThis will be the time they need Hong Kong most.  As indicated in the reply of theThis will be the time they need Hong Kong most.  As indicated in the reply of theThis will be the time they need Hong Kong most.  As indicated in the reply of the



Secretary for Security, some large private companies have arrangements with emergencySecretary for Security, some large private companies have arrangements with emergencySecretary for Security, some large private companies have arrangements with emergencySecretary for Security, some large private companies have arrangements with emergency

services companies for their employees to be escorted or evacuated to Hong Kong underservices companies for their employees to be escorted or evacuated to Hong Kong underservices companies for their employees to be escorted or evacuated to Hong Kong underservices companies for their employees to be escorted or evacuated to Hong Kong under

medical emergency situations. Will the Administration inform this Council whethermedical emergency situations. Will the Administration inform this Council whethermedical emergency situations. Will the Administration inform this Council whethermedical emergency situations. Will the Administration inform this Council whether

the Government, or its agents such as the Trade Development Council, is prepared tothe Government, or its agents such as the Trade Development Council, is prepared tothe Government, or its agents such as the Trade Development Council, is prepared tothe Government, or its agents such as the Trade Development Council, is prepared to

consider making similar emergency services for general use by Hong Kong people workingconsider making similar emergency services for general use by Hong Kong people workingconsider making similar emergency services for general use by Hong Kong people workingconsider making similar emergency services for general use by Hong Kong people working

in the Pearl River Delta?  Secondly, short of a formal arrangement, what channelsin the Pearl River Delta?  Secondly, short of a formal arrangement, what channelsin the Pearl River Delta?  Secondly, short of a formal arrangement, what channelsin the Pearl River Delta?  Secondly, short of a formal arrangement, what channels

are open to a Hong Kong citizen who wishes to ask for Hong Kong Government's assistanceare open to a Hong Kong citizen who wishes to ask for Hong Kong Government's assistanceare open to a Hong Kong citizen who wishes to ask for Hong Kong Government's assistanceare open to a Hong Kong citizen who wishes to ask for Hong Kong Government's assistance

for his or her speedy return to the territory for emergency medical treatment afterfor his or her speedy return to the territory for emergency medical treatment afterfor his or her speedy return to the territory for emergency medical treatment afterfor his or her speedy return to the territory for emergency medical treatment after

an accident or injury?an accident or injury?an accident or injury?an accident or injury?

SECRETARY FOR SECURITY: Mr Deputy President, I cannot speak for the Trade DevelopmentSECRETARY FOR SECURITY: Mr Deputy President, I cannot speak for the Trade DevelopmentSECRETARY FOR SECURITY: Mr Deputy President, I cannot speak for the Trade DevelopmentSECRETARY FOR SECURITY: Mr Deputy President, I cannot speak for the Trade Development

Council; but the Hong Kong Government has no plans to extend its emergency servicesCouncil; but the Hong Kong Government has no plans to extend its emergency servicesCouncil; but the Hong Kong Government has no plans to extend its emergency servicesCouncil; but the Hong Kong Government has no plans to extend its emergency services

into China. I believe that for persons employed in China the prime responsibilityinto China. I believe that for persons employed in China the prime responsibilityinto China. I believe that for persons employed in China the prime responsibilityinto China. I believe that for persons employed in China the prime responsibility

must lie with their employers.  In addition, in the case of serious accidents wheremust lie with their employers.  In addition, in the case of serious accidents wheremust lie with their employers.  In addition, in the case of serious accidents wheremust lie with their employers.  In addition, in the case of serious accidents where

persons need emergency treatment, it is probably more appropriate that they shouldpersons need emergency treatment, it is probably more appropriate that they shouldpersons need emergency treatment, it is probably more appropriate that they shouldpersons need emergency treatment, it is probably more appropriate that they should

receive such treatment initially in China until they are fit to return to Hong Kong.receive such treatment initially in China until they are fit to return to Hong Kong.receive such treatment initially in China until they are fit to return to Hong Kong.receive such treatment initially in China until they are fit to return to Hong Kong.

However, I should add that exceptionally the Hong Kong Government has been able toHowever, I should add that exceptionally the Hong Kong Government has been able toHowever, I should add that exceptionally the Hong Kong Government has been able toHowever, I should add that exceptionally the Hong Kong Government has been able to

assist persons requiring repatriation from Guangdong Province for medical treatment.assist persons requiring repatriation from Guangdong Province for medical treatment.assist persons requiring repatriation from Guangdong Province for medical treatment.assist persons requiring repatriation from Guangdong Province for medical treatment.

This is done only where, on medical advice and after discussion with the doctorThis is done only where, on medical advice and after discussion with the doctorThis is done only where, on medical advice and after discussion with the doctorThis is done only where, on medical advice and after discussion with the doctor

treating the patient in China, we are satisfied that a genuine emergency exists, thattreating the patient in China, we are satisfied that a genuine emergency exists, thattreating the patient in China, we are satisfied that a genuine emergency exists, thattreating the patient in China, we are satisfied that a genuine emergency exists, that

evacuation is both necessary and advisable, and that no other means of returning theevacuation is both necessary and advisable, and that no other means of returning theevacuation is both necessary and advisable, and that no other means of returning theevacuation is both necessary and advisable, and that no other means of returning the

patient to Hong Kong is feasible.  I believe that in recent years there have beenpatient to Hong Kong is feasible.  I believe that in recent years there have beenpatient to Hong Kong is feasible.  I believe that in recent years there have beenpatient to Hong Kong is feasible.  I believe that in recent years there have been

very few, perhaps a handful, of such cases.very few, perhaps a handful, of such cases.very few, perhaps a handful, of such cases.very few, perhaps a handful, of such cases.

PROF FELICE LIEH MAK: Can the Secretary for Security inform this Council when thePROF FELICE LIEH MAK: Can the Secretary for Security inform this Council when thePROF FELICE LIEH MAK: Can the Secretary for Security inform this Council when thePROF FELICE LIEH MAK: Can the Secretary for Security inform this Council when the

Fire Services Department ambulances are asked to convey patients from the point ofFire Services Department ambulances are asked to convey patients from the point ofFire Services Department ambulances are asked to convey patients from the point ofFire Services Department ambulances are asked to convey patients from the point of

entry to a hospital whether the service will be exclusively for conveying patientsentry to a hospital whether the service will be exclusively for conveying patientsentry to a hospital whether the service will be exclusively for conveying patientsentry to a hospital whether the service will be exclusively for conveying patients

to public hospitals; if not, will consideration be given to conveying a patient toto public hospitals; if not, will consideration be given to conveying a patient toto public hospitals; if not, will consideration be given to conveying a patient toto public hospitals; if not, will consideration be given to conveying a patient to

a private hospital as requested by the patient or his doctors?a private hospital as requested by the patient or his doctors?a private hospital as requested by the patient or his doctors?a private hospital as requested by the patient or his doctors?

SECRETARY FOR SECURITY: Mr Deputy President, the Fire Services would take patientsSECRETARY FOR SECURITY: Mr Deputy President, the Fire Services would take patientsSECRETARY FOR SECURITY: Mr Deputy President, the Fire Services would take patientsSECRETARY FOR SECURITY: Mr Deputy President, the Fire Services would take patients

to a private hospital if that was requested, or alternatively to the nearest publicto a private hospital if that was requested, or alternatively to the nearest publicto a private hospital if that was requested, or alternatively to the nearest publicto a private hospital if that was requested, or alternatively to the nearest public

hospital.hospital.hospital.hospital.

DR CONRAD LAM (in Cantonese): Mr Deputy President, will the Administration holdDR CONRAD LAM (in Cantonese): Mr Deputy President, will the Administration holdDR CONRAD LAM (in Cantonese): Mr Deputy President, will the Administration holdDR CONRAD LAM (in Cantonese): Mr Deputy President, will the Administration hold

discussions with China to the effect that patients clearing through customs will havediscussions with China to the effect that patients clearing through customs will havediscussions with China to the effect that patients clearing through customs will havediscussions with China to the effect that patients clearing through customs will have



the formalities gone through quickly so as to enable them to return to Hong Kong asthe formalities gone through quickly so as to enable them to return to Hong Kong asthe formalities gone through quickly so as to enable them to return to Hong Kong asthe formalities gone through quickly so as to enable them to return to Hong Kong as

soon as possible for medical treatment?soon as possible for medical treatment?soon as possible for medical treatment?soon as possible for medical treatment?

SECRETARY FOR SECURITY: Mr Deputy President, certainly where patients arrive in HongSECRETARY FOR SECURITY: Mr Deputy President, certainly where patients arrive in HongSECRETARY FOR SECURITY: Mr Deputy President, certainly where patients arrive in HongSECRETARY FOR SECURITY: Mr Deputy President, certainly where patients arrive in Hong

Kong in clear need of quick or emergency treatment, immigration formalities here areKong in clear need of quick or emergency treatment, immigration formalities here areKong in clear need of quick or emergency treatment, immigration formalities here areKong in clear need of quick or emergency treatment, immigration formalities here are

gone through very quickly, or even in some cases dispensed with for the present.gone through very quickly, or even in some cases dispensed with for the present.gone through very quickly, or even in some cases dispensed with for the present.gone through very quickly, or even in some cases dispensed with for the present.

MR PETER WONG: Mr Deputy President, does the Secretary consider that it is theMR PETER WONG: Mr Deputy President, does the Secretary consider that it is theMR PETER WONG: Mr Deputy President, does the Secretary consider that it is theMR PETER WONG: Mr Deputy President, does the Secretary consider that it is the

Government's duty to forewarn Hong Kong residents who work in or visit GuangdongGovernment's duty to forewarn Hong Kong residents who work in or visit GuangdongGovernment's duty to forewarn Hong Kong residents who work in or visit GuangdongGovernment's duty to forewarn Hong Kong residents who work in or visit Guangdong

Province that they would be well advised to make prior arrangements for repatriationProvince that they would be well advised to make prior arrangements for repatriationProvince that they would be well advised to make prior arrangements for repatriationProvince that they would be well advised to make prior arrangements for repatriation

in case of need for medical treatment?in case of need for medical treatment?in case of need for medical treatment?in case of need for medical treatment?

SECRETARY FOR SECURITY: Mr Deputy President, I believe that responsibility forSECRETARY FOR SECURITY: Mr Deputy President, I believe that responsibility forSECRETARY FOR SECURITY: Mr Deputy President, I believe that responsibility forSECRETARY FOR SECURITY: Mr Deputy President, I believe that responsibility for

employees is primarily that of the employers, though clearly I expect that recentemployees is primarily that of the employers, though clearly I expect that recentemployees is primarily that of the employers, though clearly I expect that recentemployees is primarily that of the employers, though clearly I expect that recent

cases and recent publicity will have made people working in China more aware of thecases and recent publicity will have made people working in China more aware of thecases and recent publicity will have made people working in China more aware of thecases and recent publicity will have made people working in China more aware of the

need to make these arrangements.need to make these arrangements.need to make these arrangements.need to make these arrangements.

Written answers to questionsWritten answers to questionsWritten answers to questionsWritten answers to questions

Law Reform Commission report on the Intestates' Estates Ordinance, Wills OrdinanceLaw Reform Commission report on the Intestates' Estates Ordinance, Wills OrdinanceLaw Reform Commission report on the Intestates' Estates Ordinance, Wills OrdinanceLaw Reform Commission report on the Intestates' Estates Ordinance, Wills Ordinance

and Deceased's Family Maintenance Ordinanceand Deceased's Family Maintenance Ordinanceand Deceased's Family Maintenance Ordinanceand Deceased's Family Maintenance Ordinance

4.4.4.4. MRS ELSIE TU asked: Will the Government inform this Council what action has beenMRS ELSIE TU asked: Will the Government inform this Council what action has beenMRS ELSIE TU asked: Will the Government inform this Council what action has beenMRS ELSIE TU asked: Will the Government inform this Council what action has been

taken, or when action will be taken, on the report made by the Law Reform Commissiontaken, or when action will be taken, on the report made by the Law Reform Commissiontaken, or when action will be taken, on the report made by the Law Reform Commissiontaken, or when action will be taken, on the report made by the Law Reform Commission

in May 1990 concerning the Intestates' Estates Ordinance, the Wills Ordinance andin May 1990 concerning the Intestates' Estates Ordinance, the Wills Ordinance andin May 1990 concerning the Intestates' Estates Ordinance, the Wills Ordinance andin May 1990 concerning the Intestates' Estates Ordinance, the Wills Ordinance and

the Deceased's Family Maintenance Ordinance?the Deceased's Family Maintenance Ordinance?the Deceased's Family Maintenance Ordinance?the Deceased's Family Maintenance Ordinance?

SECRETARY FOR HOME AFFAIRS: Mr Deputy President, the report by the Law ReformSECRETARY FOR HOME AFFAIRS: Mr Deputy President, the report by the Law ReformSECRETARY FOR HOME AFFAIRS: Mr Deputy President, the report by the Law ReformSECRETARY FOR HOME AFFAIRS: Mr Deputy President, the report by the Law Reform

Commission concerning the Intestates' Estates Ordinance, the Wills Ordinance and theCommission concerning the Intestates' Estates Ordinance, the Wills Ordinance and theCommission concerning the Intestates' Estates Ordinance, the Wills Ordinance and theCommission concerning the Intestates' Estates Ordinance, the Wills Ordinance and the

Deceased's Family Maintenance Ordinance contains about 70 recommendations toDeceased's Family Maintenance Ordinance contains about 70 recommendations toDeceased's Family Maintenance Ordinance contains about 70 recommendations toDeceased's Family Maintenance Ordinance contains about 70 recommendations to

modernize certain aspects of family law.modernize certain aspects of family law.modernize certain aspects of family law.modernize certain aspects of family law.

Following its publication in May 1990 the AttornFollowing its publication in May 1990 the AttornFollowing its publication in May 1990 the AttornFollowing its publication in May 1990 the Attorney General sought views fromey General sought views fromey General sought views fromey General sought views from



relevant policy Secretaries on the Report's recommendations. In the light of the viewsrelevant policy Secretaries on the Report's recommendations. In the light of the viewsrelevant policy Secretaries on the Report's recommendations. In the light of the viewsrelevant policy Secretaries on the Report's recommendations. In the light of the views

received, substantial work has already been undertaken towards the implementationreceived, substantial work has already been undertaken towards the implementationreceived, substantial work has already been undertaken towards the implementationreceived, substantial work has already been undertaken towards the implementation

of the bulk of the recommendations in the Report.  A number of recommendations were,of the bulk of the recommendations in the Report.  A number of recommendations were,of the bulk of the recommendations in the Report.  A number of recommendations were,of the bulk of the recommendations in the Report.  A number of recommendations were,

however, found to be more complex in nature and require careful consideration of thehowever, found to be more complex in nature and require careful consideration of thehowever, found to be more complex in nature and require careful consideration of thehowever, found to be more complex in nature and require careful consideration of the

extent to which they would be acceptable to the community.extent to which they would be acceptable to the community.extent to which they would be acceptable to the community.extent to which they would be acceptable to the community.

The City and New Territories Administration have very recently assumed theThe City and New Territories Administration have very recently assumed theThe City and New Territories Administration have very recently assumed theThe City and New Territories Administration have very recently assumed the

responsibility for the carriage of the Report.   We are considering how best to takeresponsibility for the carriage of the Report.   We are considering how best to takeresponsibility for the carriage of the Report.   We are considering how best to takeresponsibility for the carriage of the Report.   We are considering how best to take

the legislative exercise forward.the legislative exercise forward.the legislative exercise forward.the legislative exercise forward.

Fund allocation to Colleges of EducationFund allocation to Colleges of EducationFund allocation to Colleges of EducationFund allocation to Colleges of Education

5.5.5.5. MR CHEUNG MAN-KWOMR CHEUNG MAN-KWOMR CHEUNG MAN-KWOMR CHEUNG MAN-KWONG asked: Regarding the allocation of funds to Colleges ofNG asked: Regarding the allocation of funds to Colleges ofNG asked: Regarding the allocation of funds to Colleges ofNG asked: Regarding the allocation of funds to Colleges of

Education in each of the past five years, will the Government inform this CouncilEducation in each of the past five years, will the Government inform this CouncilEducation in each of the past five years, will the Government inform this CouncilEducation in each of the past five years, will the Government inform this Council

of the following:of the following:of the following:of the following:

(a)(a)(a)(a) the amount of funds allocated and their respective shares of the total budgetthe amount of funds allocated and their respective shares of the total budgetthe amount of funds allocated and their respective shares of the total budgetthe amount of funds allocated and their respective shares of the total budget

for education; andfor education; andfor education; andfor education; and

(b)(b)(b)(b) the respective amounts and percentages of funds used on improving collegethe respective amounts and percentages of funds used on improving collegethe respective amounts and percentages of funds used on improving collegethe respective amounts and percentages of funds used on improving college

facilities and settling staff costs?facilities and settling staff costs?facilities and settling staff costs?facilities and settling staff costs?

SECRETARY FOR EDUCATION AND MANPOWER: Mr Deputy President, the answers to Mr CHEUNG'sSECRETARY FOR EDUCATION AND MANPOWER: Mr Deputy President, the answers to Mr CHEUNG'sSECRETARY FOR EDUCATION AND MANPOWER: Mr Deputy President, the answers to Mr CHEUNG'sSECRETARY FOR EDUCATION AND MANPOWER: Mr Deputy President, the answers to Mr CHEUNG's

questions are as follows.questions are as follows.questions are as follows.questions are as follows.

(a)(a)(a)(a) The expendituThe expendituThe expendituThe expenditure on the four Colleges of Education under the Educationre on the four Colleges of Education under the Educationre on the four Colleges of Education under the Educationre on the four Colleges of Education under the Education

Department in each of the past five years, in absolute terms and as a percentage ofDepartment in each of the past five years, in absolute terms and as a percentage ofDepartment in each of the past five years, in absolute terms and as a percentage ofDepartment in each of the past five years, in absolute terms and as a percentage of

total actual expenditure on the education programme area as a whole (that is,total actual expenditure on the education programme area as a whole (that is,total actual expenditure on the education programme area as a whole (that is,total actual expenditure on the education programme area as a whole (that is,

including universities and polytechnics, technical education and industrial trainingincluding universities and polytechnics, technical education and industrial trainingincluding universities and polytechnics, technical education and industrial trainingincluding universities and polytechnics, technical education and industrial training

and schools education) was:and schools education) was:and schools education) was:and schools education) was:

1986-871986-871986-871986-87 1987-881987-881987-881987-88 1988-891988-891988-891988-89 1989-901989-901989-901989-90 1990-911990-911990-911990-91

ActualActualActualActual

expenditureexpenditureexpenditureexpenditure

($M)($M)($M)($M) 89.5989.5989.5989.59 101.14101.14101.14101.14 113.95113.95113.95113.95 136.26136.26136.26136.26 156.72156.72156.72156.72



% of total% of total% of total% of total 1.1%1.1%1.1%1.1% 1.1%1.1%1.1%1.1% 1%1%1%1% 1%1%1%1% 1%1%1%1%

actual expen-actual expen-actual expen-actual expen-

diture onditure onditure onditure on

educationeducationeducationeducation

programme areaprogramme areaprogramme areaprogramme area

(b)(b)(b)(b) Within the expenditure shown under (a) above, the amounts and percentagesWithin the expenditure shown under (a) above, the amounts and percentagesWithin the expenditure shown under (a) above, the amounts and percentagesWithin the expenditure shown under (a) above, the amounts and percentages

used for improving college facilities and settling staff costs respectively were:used for improving college facilities and settling staff costs respectively were:used for improving college facilities and settling staff costs respectively were:used for improving college facilities and settling staff costs respectively were:

1986-871986-871986-871986-87 1987-881987-881987-881987-88 1988-891988-891988-891988-89 1989-901989-901989-901989-90 1990-911990-911990-911990-91

ActualActualActualActual 5.305.305.305.30 7.907.907.907.90 9.679.679.679.67 14.2514.2514.2514.25 14.4214.4214.4214.42

expenditureexpenditureexpenditureexpenditure   (5  (5  (5  (5.9%).9%).9%).9%) (7.8%)(7.8%)(7.8%)(7.8%) (8.5%)(8.5%)(8.5%)(8.5%) (10.5%)(10.5%)(10.5%)(10.5%) (9.2%)(9.2%)(9.2%)(9.2%)

on improvingon improvingon improvingon improving

collegecollegecollegecollege

facilitiesfacilitiesfacilitiesfacilities

($M and %)($M and %)($M and %)($M and %)

Staff costsStaff costsStaff costsStaff costs 81.8481.8481.8481.84 90.5390.5390.5390.53 101.20101.20101.20101.20 118.94118.94118.94118.94 139.33139.33139.33139.33

($M and %)($M and %)($M and %)($M and %) (91.4%)(91.4%)(91.4%)(91.4%) (89.5%)(89.5%)(89.5%)(89.5%) (88.8%)(88.8%)(88.8%)(88.8%) (87.3%)(87.3%)(87.3%)(87.3%) (88.9%)(88.9%)(88.9%)(88.9%)

The   balances  ($2.45M  or  2.7%  in  1986-87,  $2.71M  or  2.7%  in 1987-88,The   balances  ($2.45M  or  2.7%  in  1986-87,  $2.71M  or  2.7%  in 1987-88,The   balances  ($2.45M  or  2.7%  in  1986-87,  $2.71M  or  2.7%  in 1987-88,The   balances  ($2.45M  or  2.7%  in  1986-87,  $2.71M  or  2.7%  in 1987-88,

and so on) were spent on other recurrent charges such as electricity and consumables.and so on) were spent on other recurrent charges such as electricity and consumables.and so on) were spent on other recurrent charges such as electricity and consumables.and so on) were spent on other recurrent charges such as electricity and consumables.

Flushing water to culture live sea fishFlushing water to culture live sea fishFlushing water to culture live sea fishFlushing water to culture live sea fish

6.6.6.6. DR CONRAD LAM asked: Regarding the complaint that many restaurants are usingDR CONRAD LAM asked: Regarding the complaint that many restaurants are usingDR CONRAD LAM asked: Regarding the complaint that many restaurants are usingDR CONRAD LAM asked: Regarding the complaint that many restaurants are using

flushing water to culture their live sea fishes, will the Government inform thisflushing water to culture their live sea fishes, will the Government inform thisflushing water to culture their live sea fishes, will the Government inform thisflushing water to culture their live sea fishes, will the Government inform this

Council:Council:Council:Council:

(a)(a)(a)(a) whether investigation has been made into this alleged practice;whether investigation has been made into this alleged practice;whether investigation has been made into this alleged practice;whether investigation has been made into this alleged practice;

(b)(b)(b)(b) whether there is legislation to prevent such a practice;whether there is legislation to prevent such a practice;whether there is legislation to prevent such a practice;whether there is legislation to prevent such a practice;

(c)(c)(c)(c) whether there is evidence that such practice is likely to put the consumerswhether there is evidence that such practice is likely to put the consumerswhether there is evidence that such practice is likely to put the consumerswhether there is evidence that such practice is likely to put the consumers''''



health at risk; andhealth at risk; andhealth at risk; andhealth at risk; and

(d)(d)(d)(d) if so, what measures the Government will take to protect the health of theif so, what measures the Government will take to protect the health of theif so, what measures the Government will take to protect the health of theif so, what measures the Government will take to protect the health of the

general public.general public.general public.general public.

SECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, the answer to the four-partSECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, the answer to the four-partSECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, the answer to the four-partSECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, the answer to the four-part

question is as follows, seriatim:question is as follows, seriatim:question is as follows, seriatim:question is as follows, seriatim:

(a)(a)(a)(a) Yes, investiYes, investiYes, investiYes, investigation has been made into the alleged practice of flushing watergation has been made into the alleged practice of flushing watergation has been made into the alleged practice of flushing watergation has been made into the alleged practice of flushing water

being used in restaurants to keep sea fishes.  In a recent survey conducted by thebeing used in restaurants to keep sea fishes.  In a recent survey conducted by thebeing used in restaurants to keep sea fishes.  In a recent survey conducted by thebeing used in restaurants to keep sea fishes.  In a recent survey conducted by the

Urban Services Department, a very small number of restaurant operators admitted thatUrban Services Department, a very small number of restaurant operators admitted thatUrban Services Department, a very small number of restaurant operators admitted thatUrban Services Department, a very small number of restaurant operators admitted that

sea water was sometimes drawn in this way.  However, this has not been confirmed orsea water was sometimes drawn in this way.  However, this has not been confirmed orsea water was sometimes drawn in this way.  However, this has not been confirmed orsea water was sometimes drawn in this way.  However, this has not been confirmed or

observed during restaurant inspections.observed during restaurant inspections.observed during restaurant inspections.observed during restaurant inspections.

(b)(b)(b)(b) There is no legislation which specifically prohibits the use of flushingThere is no legislation which specifically prohibits the use of flushingThere is no legislation which specifically prohibits the use of flushingThere is no legislation which specifically prohibits the use of flushing

water for keeping live sea fish in restaurants.  However, provision does exist inwater for keeping live sea fish in restaurants.  However, provision does exist inwater for keeping live sea fish in restaurants.  However, provision does exist inwater for keeping live sea fish in restaurants.  However, provision does exist in

both the Food Business (Urban Council) By-laws and the Food Business (Regional Council)both the Food Business (Urban Council) By-laws and the Food Business (Regional Council)both the Food Business (Urban Council) By-laws and the Food Business (Regional Council)both the Food Business (Urban Council) By-laws and the Food Business (Regional Council)

By-laws for persons engaged in any food business, including restaurants, to take allBy-laws for persons engaged in any food business, including restaurants, to take allBy-laws for persons engaged in any food business, including restaurants, to take allBy-laws for persons engaged in any food business, including restaurants, to take all

necessary steps to protect the food from risk of contamination.necessary steps to protect the food from risk of contamination.necessary steps to protect the food from risk of contamination.necessary steps to protect the food from risk of contamination.

(c)(c)(c)(c) There isThere isThere isThere is no evidence of the consumers' health being put at risk. The no evidence of the consumers' health being put at risk. The no evidence of the consumers' health being put at risk. The no evidence of the consumers' health being put at risk. The

Department of Health has not received any report of food poisoning relating to theDepartment of Health has not received any report of food poisoning relating to theDepartment of Health has not received any report of food poisoning relating to theDepartment of Health has not received any report of food poisoning relating to the

consumption of fishes kept in flushing or any other type of water.  Furthermore, theconsumption of fishes kept in flushing or any other type of water.  Furthermore, theconsumption of fishes kept in flushing or any other type of water.  Furthermore, theconsumption of fishes kept in flushing or any other type of water.  Furthermore, the

whole process of sea fish dishes preparation, including cleaning by fresh tap water,whole process of sea fish dishes preparation, including cleaning by fresh tap water,whole process of sea fish dishes preparation, including cleaning by fresh tap water,whole process of sea fish dishes preparation, including cleaning by fresh tap water,

degutting and cooking, should eliminate the risk of bacterial contamination.degutting and cooking, should eliminate the risk of bacterial contamination.degutting and cooking, should eliminate the risk of bacterial contamination.degutting and cooking, should eliminate the risk of bacterial contamination.

(d)(d)(d)(d) In the interest of public safety, the Urban Services Department and RegionalIn the interest of public safety, the Urban Services Department and RegionalIn the interest of public safety, the Urban Services Department and RegionalIn the interest of public safety, the Urban Services Department and Regional

Services Department conduct regular inspections of restaurants to ensure a highServices Department conduct regular inspections of restaurants to ensure a highServices Department conduct regular inspections of restaurants to ensure a highServices Department conduct regular inspections of restaurants to ensure a high

standard of hygienic practices in restaurants. They also collaborate with thestandard of hygienic practices in restaurants. They also collaborate with thestandard of hygienic practices in restaurants. They also collaborate with thestandard of hygienic practices in restaurants. They also collaborate with the

Department of Health in organizing regular health education programmes for personsDepartment of Health in organizing regular health education programmes for personsDepartment of Health in organizing regular health education programmes for personsDepartment of Health in organizing regular health education programmes for persons

engaged in the food business. The operators may also be prosecuted if the food theyengaged in the food business. The operators may also be prosecuted if the food theyengaged in the food business. The operators may also be prosecuted if the food theyengaged in the food business. The operators may also be prosecuted if the food they

serve is found to be contaminated.serve is found to be contaminated.serve is found to be contaminated.serve is found to be contaminated.

Centralized primary schoolsCentralized primary schoolsCentralized primary schoolsCentralized primary schools

7.7.7.7. MR GILBERT LEUNG asked: With regard to the setting up of centralized primaryMR GILBERT LEUNG asked: With regard to the setting up of centralized primaryMR GILBERT LEUNG asked: With regard to the setting up of centralized primaryMR GILBERT LEUNG asked: With regard to the setting up of centralized primary

schools by regrouping the village schools scattered in rural areas which began inschools by regrouping the village schools scattered in rural areas which began inschools by regrouping the village schools scattered in rural areas which began inschools by regrouping the village schools scattered in rural areas which began in



the early 80's, will the Government inform this Council:the early 80's, will the Government inform this Council:the early 80's, will the Government inform this Council:the early 80's, will the Government inform this Council:

(a)(a)(a)(a) of the number of centralized primary schools throughout the territory;of the number of centralized primary schools throughout the territory;of the number of centralized primary schools throughout the territory;of the number of centralized primary schools throughout the territory;

(b)(b)(b)(b) whether these existing centralized primary schools can achieve thewhether these existing centralized primary schools can achieve thewhether these existing centralized primary schools can achieve thewhether these existing centralized primary schools can achieve the

objectives set by the Government; if not, what difficulties are involved; andobjectives set by the Government; if not, what difficulties are involved; andobjectives set by the Government; if not, what difficulties are involved; andobjectives set by the Government; if not, what difficulties are involved; and

(c)(c)(c)(c) whether the Government has any plan to set up more centralized primary schools;whether the Government has any plan to set up more centralized primary schools;whether the Government has any plan to set up more centralized primary schools;whether the Government has any plan to set up more centralized primary schools;

if not, what other measures will be taken to improve education services in rural areas?if not, what other measures will be taken to improve education services in rural areas?if not, what other measures will be taken to improve education services in rural areas?if not, what other measures will be taken to improve education services in rural areas?

SECRETARY FOR EDUCATION AND MANPOWER: Mr Deputy President, the answers to Mr LEUNG'sSECRETARY FOR EDUCATION AND MANPOWER: Mr Deputy President, the answers to Mr LEUNG'sSECRETARY FOR EDUCATION AND MANPOWER: Mr Deputy President, the answers to Mr LEUNG'sSECRETARY FOR EDUCATION AND MANPOWER: Mr Deputy President, the answers to Mr LEUNG's

questions are as follows:questions are as follows:questions are as follows:questions are as follows:

(a)(a)(a)(a) There are at present three centralized primary schools, namely, the Sai KungThere are at present three centralized primary schools, namely, the Sai KungThere are at present three centralized primary schools, namely, the Sai KungThere are at present three centralized primary schools, namely, the Sai Kung

Central Primary School, the Hang Hau Central Shing Hong Fong Memorial Primary SchoolCentral Primary School, the Hang Hau Central Shing Hong Fong Memorial Primary SchoolCentral Primary School, the Hang Hau Central Shing Hong Fong Memorial Primary SchoolCentral Primary School, the Hang Hau Central Shing Hong Fong Memorial Primary School

and the Sha Tau Kok Central Primary School.and the Sha Tau Kok Central Primary School.and the Sha Tau Kok Central Primary School.and the Sha Tau Kok Central Primary School.

(b)(b)(b)(b) The objective of establishing centralized primary schools with standardThe objective of establishing centralized primary schools with standardThe objective of establishing centralized primary schools with standardThe objective of establishing centralized primary schools with standard

facilities is to replace small rural schools which had less than six operating classes,facilities is to replace small rural schools which had less than six operating classes,facilities is to replace small rural schools which had less than six operating classes,facilities is to replace small rural schools which had less than six operating classes,

lacked facilities and were educationally inefficient. All three centralized primarylacked facilities and were educationally inefficient. All three centralized primarylacked facilities and were educationally inefficient. All three centralized primarylacked facilities and were educationally inefficient. All three centralized primary

schools were founded by amalgamating a number of small rural schools and the objectiveschools were founded by amalgamating a number of small rural schools and the objectiveschools were founded by amalgamating a number of small rural schools and the objectiveschools were founded by amalgamating a number of small rural schools and the objective

of setting them up has been achieved.of setting them up has been achieved.of setting them up has been achieved.of setting them up has been achieved.

(c)(c)(c)(c) The Education Department will continue to set up centralized primary schoolsThe Education Department will continue to set up centralized primary schoolsThe Education Department will continue to set up centralized primary schoolsThe Education Department will continue to set up centralized primary schools

where this is necessary and feasible.  A fourth centralized primary school, to bewhere this is necessary and feasible.  A fourth centralized primary school, to bewhere this is necessary and feasible.  A fourth centralized primary school, to bewhere this is necessary and feasible.  A fourth centralized primary school, to be

located in Sai Kung Town, is being planned for completion in 1994.  This will enablelocated in Sai Kung Town, is being planned for completion in 1994.  This will enablelocated in Sai Kung Town, is being planned for completion in 1994.  This will enablelocated in Sai Kung Town, is being planned for completion in 1994.  This will enable

the phasing out of another five rural schools in Sai Kung.the phasing out of another five rural schools in Sai Kung.the phasing out of another five rural schools in Sai Kung.the phasing out of another five rural schools in Sai Kung.

Where it is not feasible to set up a centralized primary schoolWhere it is not feasible to set up a centralized primary schoolWhere it is not feasible to set up a centralized primary schoolWhere it is not feasible to set up a centralized primary school due, for due, for due, for due, for

example, to insufficient demand in remote areas, special assistance is provided toexample, to insufficient demand in remote areas, special assistance is provided toexample, to insufficient demand in remote areas, special assistance is provided toexample, to insufficient demand in remote areas, special assistance is provided to

village schools to enhance the quality of the education they provide.  The assistancevillage schools to enhance the quality of the education they provide.  The assistancevillage schools to enhance the quality of the education they provide.  The assistancevillage schools to enhance the quality of the education they provide.  The assistance

includes increased recurrent and non-recurrent grants, preferential provision ofincludes increased recurrent and non-recurrent grants, preferential provision ofincludes increased recurrent and non-recurrent grants, preferential provision ofincludes increased recurrent and non-recurrent grants, preferential provision of

resource materials and equipment, a monthly inducement allowance given to teachersresource materials and equipment, a monthly inducement allowance given to teachersresource materials and equipment, a monthly inducement allowance given to teachersresource materials and equipment, a monthly inducement allowance given to teachers

working in remote village schools, and priority given to teachers in these schoolsworking in remote village schools, and priority given to teachers in these schoolsworking in remote village schools, and priority given to teachers in these schoolsworking in remote village schools, and priority given to teachers in these schools

to attend in-service re-training courses.to attend in-service re-training courses.to attend in-service re-training courses.to attend in-service re-training courses.

School places in Tseung Kwan OSchool places in Tseung Kwan OSchool places in Tseung Kwan OSchool places in Tseung Kwan O



8.8.8.8. MR GILBMR GILBMR GILBMR GILBERT LEUNG asked: Will the Government inform this Council:ERT LEUNG asked: Will the Government inform this Council:ERT LEUNG asked: Will the Government inform this Council:ERT LEUNG asked: Will the Government inform this Council:

(a)(a)(a)(a) among the 100 000 residents in Tseung Kwan O, how many of them are childrenamong the 100 000 residents in Tseung Kwan O, how many of them are childrenamong the 100 000 residents in Tseung Kwan O, how many of them are childrenamong the 100 000 residents in Tseung Kwan O, how many of them are children

estimated to have reached the age for attending primary or secondary schoolsestimated to have reached the age for attending primary or secondary schoolsestimated to have reached the age for attending primary or secondary schoolsestimated to have reached the age for attending primary or secondary schools

respectively;respectively;respectively;respectively;

(b)(b)(b)(b) how many places arehow many places arehow many places arehow many places are provided respectively by the existing seven primary provided respectively by the existing seven primary provided respectively by the existing seven primary provided respectively by the existing seven primary

schools and two secondary schools in the above district and how many children livingschools and two secondary schools in the above district and how many children livingschools and two secondary schools in the above district and how many children livingschools and two secondary schools in the above district and how many children living

there have to attend schools in other districts; andthere have to attend schools in other districts; andthere have to attend schools in other districts; andthere have to attend schools in other districts; and

(c)(c)(c)(c) how many new primary and secondary schools will be built inhow many new primary and secondary schools will be built inhow many new primary and secondary schools will be built inhow many new primary and secondary schools will be built in Tseung Kwan O Tseung Kwan O Tseung Kwan O Tseung Kwan O

in the next five years and according to the projected data, how many children willin the next five years and according to the projected data, how many children willin the next five years and according to the projected data, how many children willin the next five years and according to the projected data, how many children will

receive schooling within the district by then?receive schooling within the district by then?receive schooling within the district by then?receive schooling within the district by then?

SECRETARY FOR EDUCATION AND MANPOWER: Mr Deputy President, the answers to Mr LEUNG'sSECRETARY FOR EDUCATION AND MANPOWER: Mr Deputy President, the answers to Mr LEUNG'sSECRETARY FOR EDUCATION AND MANPOWER: Mr Deputy President, the answers to Mr LEUNG'sSECRETARY FOR EDUCATION AND MANPOWER: Mr Deputy President, the answers to Mr LEUNG's

questions are as follows:questions are as follows:questions are as follows:questions are as follows:

(a)(a)(a)(a) The latest statistics show that there are 93 870 residents in Tseung KwanThe latest statistics show that there are 93 870 residents in Tseung KwanThe latest statistics show that there are 93 870 residents in Tseung KwanThe latest statistics show that there are 93 870 residents in Tseung Kwan

O, including Tiu Keng Leng.  Of these, 12 580 (13.4%) are of primary school age, andO, including Tiu Keng Leng.  Of these, 12 580 (13.4%) are of primary school age, andO, including Tiu Keng Leng.  Of these, 12 580 (13.4%) are of primary school age, andO, including Tiu Keng Leng.  Of these, 12 580 (13.4%) are of primary school age, and

8 090 (8.6%) of secondary school age.8 090 (8.6%) of secondary school age.8 090 (8.6%) of secondary school age.8 090 (8.6%) of secondary school age.

(b)(b)(b)(b) 13 950 and 3 450 places respectively are avail13 950 and 3 450 places respectively are avail13 950 and 3 450 places respectively are avail13 950 and 3 450 places respectively are available in the eight primary andable in the eight primary andable in the eight primary andable in the eight primary and

four secondary schools in Tseung Kwan O (including one primary school and twofour secondary schools in Tseung Kwan O (including one primary school and twofour secondary schools in Tseung Kwan O (including one primary school and twofour secondary schools in Tseung Kwan O (including one primary school and two

secondary schools in Tiu Keng Leng).  There are enough places in the locality tosecondary schools in Tiu Keng Leng).  There are enough places in the locality tosecondary schools in Tiu Keng Leng).  There are enough places in the locality tosecondary schools in Tiu Keng Leng).  There are enough places in the locality to

accommodate all primary school age children.  As regards secondary school ageaccommodate all primary school age children.  As regards secondary school ageaccommodate all primary school age children.  As regards secondary school ageaccommodate all primary school age children.  As regards secondary school age

children, there is a theoretical shortfall of some 4 500 places within Tseung Kwanchildren, there is a theoretical shortfall of some 4 500 places within Tseung Kwanchildren, there is a theoretical shortfall of some 4 500 places within Tseung Kwanchildren, there is a theoretical shortfall of some 4 500 places within Tseung Kwan

O.  Of these,  some may have opted to enter employment after Secondary 3.  Some ofO.  Of these,  some may have opted to enter employment after Secondary 3.  Some ofO.  Of these,  some may have opted to enter employment after Secondary 3.  Some ofO.  Of these,  some may have opted to enter employment after Secondary 3.  Some of

those who have recently moved to Tseung Kwan O may have chosen to continue theirthose who have recently moved to Tseung Kwan O may have chosen to continue theirthose who have recently moved to Tseung Kwan O may have chosen to continue theirthose who have recently moved to Tseung Kwan O may have chosen to continue their

studies in their old schools.  Under existing policy, those who require places instudies in their old schools.  Under existing policy, those who require places instudies in their old schools.  Under existing policy, those who require places instudies in their old schools.  Under existing policy, those who require places in

Tseung Kwan O but who are not allocated with such places are accommodated as far asTseung Kwan O but who are not allocated with such places are accommodated as far asTseung Kwan O but who are not allocated with such places are accommodated as far asTseung Kwan O but who are not allocated with such places are accommodated as far as

possible in nearby districts, such as Kwun Tong and Wong Tai Sin.possible in nearby districts, such as Kwun Tong and Wong Tai Sin.possible in nearby districts, such as Kwun Tong and Wong Tai Sin.possible in nearby districts, such as Kwun Tong and Wong Tai Sin.

(c)(c)(c)(c) In the next fiveIn the next fiveIn the next fiveIn the next five years, three new primary schools and two new secondary years, three new primary schools and two new secondary years, three new primary schools and two new secondary years, three new primary schools and two new secondary

schools will be built in Tseung Kwan O.  In addition, two existing secondary schoolsschools will be built in Tseung Kwan O.  In addition, two existing secondary schoolsschools will be built in Tseung Kwan O.  In addition, two existing secondary schoolsschools will be built in Tseung Kwan O.  In addition, two existing secondary schools

will be  reprovisioned and expanded.  These changes will enable an additional 5 850will be  reprovisioned and expanded.  These changes will enable an additional 5 850will be  reprovisioned and expanded.  These changes will enable an additional 5 850will be  reprovisioned and expanded.  These changes will enable an additional 5 850

primary and 3 570 secondary school age children to study within the district.primary and 3 570 secondary school age children to study within the district.primary and 3 570 secondary school age children to study within the district.primary and 3 570 secondary school age children to study within the district.



Taxi licencesTaxi licencesTaxi licencesTaxi licences

9.9.9.9. MR JIMMY McGREGOR asked: Will the Government advise this Council:MR JIMMY McGREGOR asked: Will the Government advise this Council:MR JIMMY McGREGOR asked: Will the Government advise this Council:MR JIMMY McGREGOR asked: Will the Government advise this Council:

(a)(a)(a)(a) what were the average prices obtained for new taxi licences in each tenderwhat were the average prices obtained for new taxi licences in each tenderwhat were the average prices obtained for new taxi licences in each tenderwhat were the average prices obtained for new taxi licences in each tender

exercise from 1984 to 1991;exercise from 1984 to 1991;exercise from 1984 to 1991;exercise from 1984 to 1991;

(b)(b)(b)(b) how it ihow it ihow it ihow it is ensured that a controlled supply of taxi licences each year cans ensured that a controlled supply of taxi licences each year cans ensured that a controlled supply of taxi licences each year cans ensured that a controlled supply of taxi licences each year can

meet the high demand;meet the high demand;meet the high demand;meet the high demand;

(c)(c)(c)(c) what is the effect of high taxi licence premium in relation to taxi farewhat is the effect of high taxi licence premium in relation to taxi farewhat is the effect of high taxi licence premium in relation to taxi farewhat is the effect of high taxi licence premium in relation to taxi fare

increases and inflation; andincreases and inflation; andincreases and inflation; andincreases and inflation; and

(d)(d)(d)(d) how it is ensured that there are no speculative activihow it is ensured that there are no speculative activihow it is ensured that there are no speculative activihow it is ensured that there are no speculative activities and triadties and triadties and triadties and triad

manipulation in the purchase of new taxi licences?manipulation in the purchase of new taxi licences?manipulation in the purchase of new taxi licences?manipulation in the purchase of new taxi licences?

SECRETARY FOR TRANSPORT: Mr Deputy President,SECRETARY FOR TRANSPORT: Mr Deputy President,SECRETARY FOR TRANSPORT: Mr Deputy President,SECRETARY FOR TRANSPORT: Mr Deputy President,

(a)(a)(a)(a) The average tender premium for new taxi licences from 1984 to 1991 is givenThe average tender premium for new taxi licences from 1984 to 1991 is givenThe average tender premium for new taxi licences from 1984 to 1991 is givenThe average tender premium for new taxi licences from 1984 to 1991 is given

in the Annex.in the Annex.in the Annex.in the Annex.

(b)(b)(b)(b) Our policy objective is to ensure a satiOur policy objective is to ensure a satiOur policy objective is to ensure a satiOur policy objective is to ensure a satisfactory level of taxi services rathersfactory level of taxi services rathersfactory level of taxi services rathersfactory level of taxi services rather

than to meet the demand for taxi licences.  With the continued improvement of andthan to meet the demand for taxi licences.  With the continued improvement of andthan to meet the demand for taxi licences.  With the continued improvement of andthan to meet the demand for taxi licences.  With the continued improvement of and

expansion in rail and bus services, the 1990 White Paper on Transport Policyexpansion in rail and bus services, the 1990 White Paper on Transport Policyexpansion in rail and bus services, the 1990 White Paper on Transport Policyexpansion in rail and bus services, the 1990 White Paper on Transport Policy

reaffirmed the need to impose a quota on the number of new taxi licences, balancingreaffirmed the need to impose a quota on the number of new taxi licences, balancingreaffirmed the need to impose a quota on the number of new taxi licences, balancingreaffirmed the need to impose a quota on the number of new taxi licences, balancing

the increasing demand for taxi services against what our roads can bear in terms ofthe increasing demand for taxi services against what our roads can bear in terms ofthe increasing demand for taxi services against what our roads can bear in terms ofthe increasing demand for taxi services against what our roads can bear in terms of

mobility. Accordingly, the Governor in Council has decided to issue no more than 400mobility. Accordingly, the Governor in Council has decided to issue no more than 400mobility. Accordingly, the Governor in Council has decided to issue no more than 400mobility. Accordingly, the Governor in Council has decided to issue no more than 400

urban taxi licences every two years and up to 100 New Territories taxi licences fromurban taxi licences every two years and up to 100 New Territories taxi licences fromurban taxi licences every two years and up to 100 New Territories taxi licences fromurban taxi licences every two years and up to 100 New Territories taxi licences from

1991 to 1992, subject to regular reviews by the Council.  To determine the actual1991 to 1992, subject to regular reviews by the Council.  To determine the actual1991 to 1992, subject to regular reviews by the Council.  To determine the actual1991 to 1992, subject to regular reviews by the Council.  To determine the actual

number of licences to be issued each year, the Transport Department conducts annualnumber of licences to be issued each year, the Transport Department conducts annualnumber of licences to be issued each year, the Transport Department conducts annualnumber of licences to be issued each year, the Transport Department conducts annual

roadside and taxi stand surveys on the adequacy of taxi services and takes into accountroadside and taxi stand surveys on the adequacy of taxi services and takes into accountroadside and taxi stand surveys on the adequacy of taxi services and takes into accountroadside and taxi stand surveys on the adequacy of taxi services and takes into account

the financial position of the taxi trade and the traffic management implications.the financial position of the taxi trade and the traffic management implications.the financial position of the taxi trade and the traffic management implications.the financial position of the taxi trade and the traffic management implications.

(c)(c)(c)(c) The taxi licence premium is not taken into account in assessing taxi fareThe taxi licence premium is not taken into account in assessing taxi fareThe taxi licence premium is not taken into account in assessing taxi fareThe taxi licence premium is not taken into account in assessing taxi fare

increase applications.  Although a high level of premium may indirectly exertincrease applications.  Although a high level of premium may indirectly exertincrease applications.  Although a high level of premium may indirectly exertincrease applications.  Although a high level of premium may indirectly exert

pressure on fares in the form of higher rental charged by the taxi owners, there ispressure on fares in the form of higher rental charged by the taxi owners, there ispressure on fares in the form of higher rental charged by the taxi owners, there ispressure on fares in the form of higher rental charged by the taxi owners, there is



a limit to the level of rental that taxi drivers are prepared to pay in relation toa limit to the level of rental that taxi drivers are prepared to pay in relation toa limit to the level of rental that taxi drivers are prepared to pay in relation toa limit to the level of rental that taxi drivers are prepared to pay in relation to

the expected profitability of taxi operation. Taxi fare increase applications arethe expected profitability of taxi operation. Taxi fare increase applications arethe expected profitability of taxi operation. Taxi fare increase applications arethe expected profitability of taxi operation. Taxi fare increase applications are

subject to the scrutiny of the Transport Advisory Committee and the approval of thesubject to the scrutiny of the Transport Advisory Committee and the approval of thesubject to the scrutiny of the Transport Advisory Committee and the approval of thesubject to the scrutiny of the Transport Advisory Committee and the approval of the

Governor in Council to ensure that any revisions will be acceptable to the public.Governor in Council to ensure that any revisions will be acceptable to the public.Governor in Council to ensure that any revisions will be acceptable to the public.Governor in Council to ensure that any revisions will be acceptable to the public.

The relationship, if any, between taxi licence premium and inflation is notThe relationship, if any, between taxi licence premium and inflation is notThe relationship, if any, between taxi licence premium and inflation is notThe relationship, if any, between taxi licence premium and inflation is not

straightforward. Taxi fares, rather than  the taxi licence premium, is covered bystraightforward. Taxi fares, rather than  the taxi licence premium, is covered bystraightforward. Taxi fares, rather than  the taxi licence premium, is covered bystraightforward. Taxi fares, rather than  the taxi licence premium, is covered by

the Consumer Price Index (CPI).  Spending on taxi services is only a small percentagethe Consumer Price Index (CPI).  Spending on taxi services is only a small percentagethe Consumer Price Index (CPI).  Spending on taxi services is only a small percentagethe Consumer Price Index (CPI).  Spending on taxi services is only a small percentage

(0.8%) of the average expenditure of households covered by the CPI(A).(0.8%) of the average expenditure of households covered by the CPI(A).(0.8%) of the average expenditure of households covered by the CPI(A).(0.8%) of the average expenditure of households covered by the CPI(A).

(d) (d) (d) (d) A working group has rA working group has rA working group has rA working group has recently been established under the Transportecently been established under the Transportecently been established under the Transportecently been established under the Transport

Advisory Committee to conduct a fresh review on taxi policy including the presentAdvisory Committee to conduct a fresh review on taxi policy including the presentAdvisory Committee to conduct a fresh review on taxi policy including the presentAdvisory Committee to conduct a fresh review on taxi policy including the present

taxi licensing system.  Any questions of speculative activities and allegedtaxi licensing system.  Any questions of speculative activities and allegedtaxi licensing system.  Any questions of speculative activities and allegedtaxi licensing system.  Any questions of speculative activities and alleged

malpractices will also be examined to safeguard the public interest.malpractices will also be examined to safeguard the public interest.malpractices will also be examined to safeguard the public interest.malpractices will also be examined to safeguard the public interest.

AnnexAnnexAnnexAnnex

Average Tender Premium (1984-1991)Average Tender Premium (1984-1991)Average Tender Premium (1984-1991)Average Tender Premium (1984-1991)

YearYearYearYear Urban taxisUrban taxisUrban taxisUrban taxis NT taxisNT taxisNT taxisNT taxis Lantau taxisLantau taxisLantau taxisLantau taxis

1984198419841984 $164,885 (July)$164,885 (July)$164,885 (July)$164,885 (July) $8,865$8,865$8,865$8,865 $27,884 (Mar)$27,884 (Mar)$27,884 (Mar)$27,884 (Mar)

$18,400 (Dec)$18,400 (Dec)$18,400 (Dec)$18,400 (Dec)

1985198519851985 $199,255 (Jan)$199,255 (Jan)$199,255 (Jan)$199,255 (Jan) $25,000 (Jan)$25,000 (Jan)$25,000 (Jan)$25,000 (Jan) --------

$219,771 (June)$219,771 (June)$219,771 (June)$219,771 (June)

1986198619861986 $292,140 (Jan)$292,140 (Jan)$292,140 (Jan)$292,140 (Jan) -------- --------

$$$$372,042 (June)372,042 (June)372,042 (June)372,042 (June)

Average Tender Premium (1984-1991)Average Tender Premium (1984-1991)Average Tender Premium (1984-1991)Average Tender Premium (1984-1991)

YearYearYearYear Urban taxisUrban taxisUrban taxisUrban taxis NT taxisNT taxisNT taxisNT taxis Lantau taxisLantau taxisLantau taxisLantau taxis

1987198719871987 $449,530 (Jan)$449,530 (Jan)$449,530 (Jan)$449,530 (Jan) -------- --------

$596,189 (July)$596,189 (July)$596,189 (July)$596,189 (July)

1988198819881988 $600,886 (Jan)$600,886 (Jan)$600,886 (Jan)$600,886 (Jan) -------- --------



$694,443 (July)$694,443 (July)$694,443 (July)$694,443 (July)

1989198919891989 $820,546 (July)$820,546 (July)$820,546 (July)$820,546 (July) $44,136 (July)$44,136 (July)$44,136 (July)$44,136 (July) --------

1990199019901990 $909,562 (Nov)$909,562 (Nov)$909,562 (Nov)$909,562 (Nov) -------- --------

1991199119911991 $1,512,055 (Dec)$1,512,055 (Dec)$1,512,055 (Dec)$1,512,055 (Dec) -------- --------

Open nullahsOpen nullahsOpen nullahsOpen nullahs

10.10.10.10. MR JAMES TO asked: Will the Government inform this Council:MR JAMES TO asked: Will the Government inform this Council:MR JAMES TO asked: Will the Government inform this Council:MR JAMES TO asked: Will the Government inform this Council:

(a)(a)(a)(a) how many open nullahs there are in Hong Kong, Kowloon and the New Territorieshow many open nullahs there are in Hong Kong, Kowloon and the New Territorieshow many open nullahs there are in Hong Kong, Kowloon and the New Territorieshow many open nullahs there are in Hong Kong, Kowloon and the New Territories

respectively;respectively;respectively;respectively;

(b)(b)(b)(b) how many complaint cases on open nuhow many complaint cases on open nuhow many complaint cases on open nuhow many complaint cases on open nullahs have been received over the pastllahs have been received over the pastllahs have been received over the pastllahs have been received over the past

three years;three years;three years;three years;

(c)(c)(c)(c) what measures and actions the Administration has taken to reduce the impactwhat measures and actions the Administration has taken to reduce the impactwhat measures and actions the Administration has taken to reduce the impactwhat measures and actions the Administration has taken to reduce the impact

of the offensive smell from these open nullahs;of the offensive smell from these open nullahs;of the offensive smell from these open nullahs;of the offensive smell from these open nullahs;

(d)(d)(d)(d) whether the Administration has any plan to deck all the open nullahswhether the Administration has any plan to deck all the open nullahswhether the Administration has any plan to deck all the open nullahswhether the Administration has any plan to deck all the open nullahs in the in the in the in the

territory; if so, whether there is a time schedule for its implementation;territory; if so, whether there is a time schedule for its implementation;territory; if so, whether there is a time schedule for its implementation;territory; if so, whether there is a time schedule for its implementation;

(e)(e)(e)(e) what remedial action will the Administration take regarding the presentwhat remedial action will the Administration take regarding the presentwhat remedial action will the Administration take regarding the presentwhat remedial action will the Administration take regarding the present

illegal practice of discharging sewage into the open nullahs; andillegal practice of discharging sewage into the open nullahs; andillegal practice of discharging sewage into the open nullahs; andillegal practice of discharging sewage into the open nullahs; and

(f)(f)(f)(f) whether the Administratwhether the Administratwhether the Administratwhether the Administration will accord priority to abate the long standingion will accord priority to abate the long standingion will accord priority to abate the long standingion will accord priority to abate the long standing

problem of stinking smell and foul water arising from the open nullah at Tonkin Streetproblem of stinking smell and foul water arising from the open nullah at Tonkin Streetproblem of stinking smell and foul water arising from the open nullah at Tonkin Streetproblem of stinking smell and foul water arising from the open nullah at Tonkin Street

in Cheung Sha Wan; if so, what specific measures will be taken?in Cheung Sha Wan; if so, what specific measures will be taken?in Cheung Sha Wan; if so, what specific measures will be taken?in Cheung Sha Wan; if so, what specific measures will be taken?

SECRETARY FOR PLANNING, ENVIRONMENT AND LANDS: Mr Deputy President,SECRETARY FOR PLANNING, ENVIRONMENT AND LANDS: Mr Deputy President,SECRETARY FOR PLANNING, ENVIRONMENT AND LANDS: Mr Deputy President,SECRETARY FOR PLANNING, ENVIRONMENT AND LANDS: Mr Deputy President,

(a)(a)(a)(a) There are 30 open nullahs in Hong Kong, 10 open nullahs in Kowloon and 39There are 30 open nullahs in Hong Kong, 10 open nullahs in Kowloon and 39There are 30 open nullahs in Hong Kong, 10 open nullahs in Kowloon and 39There are 30 open nullahs in Hong Kong, 10 open nullahs in Kowloon and 39

open nullahs in the New Territories.open nullahs in the New Territories.open nullahs in the New Territories.open nullahs in the New Territories.



(b)(b)(b)(b) In the past three years, the Drainage Services Department has received 47In the past three years, the Drainage Services Department has received 47In the past three years, the Drainage Services Department has received 47In the past three years, the Drainage Services Department has received 47

complaints of offensive smells from open nullahs; of the 47 complaints, 27 were aboutcomplaints of offensive smells from open nullahs; of the 47 complaints, 27 were aboutcomplaints of offensive smells from open nullahs; of the 47 complaints, 27 were aboutcomplaints of offensive smells from open nullahs; of the 47 complaints, 27 were about

nullahs in the New Territories, 12 about nullahs in Kowloon, and eight about nullahsnullahs in the New Territories, 12 about nullahs in Kowloon, and eight about nullahsnullahs in the New Territories, 12 about nullahs in Kowloon, and eight about nullahsnullahs in the New Territories, 12 about nullahs in Kowloon, and eight about nullahs

in Hong Kong.in Hong Kong.in Hong Kong.in Hong Kong.

(c)(c)(c)(c) Various government departments are responsible for mitigating smells in openVarious government departments are responsible for mitigating smells in openVarious government departments are responsible for mitigating smells in openVarious government departments are responsible for mitigating smells in open

nullahs:nullahs:nullahs:nullahs:

(i)(i)(i)(i) The Drainage SeThe Drainage SeThe Drainage SeThe Drainage Services Department and Territory Development Department arervices Department and Territory Development Department arervices Department and Territory Development Department arervices Department and Territory Development Department are

responsible for maintaining the nullahs to ensure that they are hydraulicallyresponsible for maintaining the nullahs to ensure that they are hydraulicallyresponsible for maintaining the nullahs to ensure that they are hydraulicallyresponsible for maintaining the nullahs to ensure that they are hydraulically

effective.  This is done by conducting regular inspections and implementingeffective.  This is done by conducting regular inspections and implementingeffective.  This is done by conducting regular inspections and implementingeffective.  This is done by conducting regular inspections and implementing

desilting and desludging programmes.    In some cases more substantial works aredesilting and desludging programmes.    In some cases more substantial works aredesilting and desludging programmes.    In some cases more substantial works aredesilting and desludging programmes.    In some cases more substantial works are

required.  For example, in Yuen Long an inflatable dam is being constructed acrossrequired.  For example, in Yuen Long an inflatable dam is being constructed acrossrequired.  For example, in Yuen Long an inflatable dam is being constructed acrossrequired.  For example, in Yuen Long an inflatable dam is being constructed across

the downstream end of the main nullah to prevent polluted waters flowing back intothe downstream end of the main nullah to prevent polluted waters flowing back intothe downstream end of the main nullah to prevent polluted waters flowing back intothe downstream end of the main nullah to prevent polluted waters flowing back into

the nullah and creating an offensive smell.  In addition, a pumping station is beingthe nullah and creating an offensive smell.  In addition, a pumping station is beingthe nullah and creating an offensive smell.  In addition, a pumping station is beingthe nullah and creating an offensive smell.  In addition, a pumping station is being

constructed to remove polluted flows from the upstream section of the nullah to aconstructed to remove polluted flows from the upstream section of the nullah to aconstructed to remove polluted flows from the upstream section of the nullah to aconstructed to remove polluted flows from the upstream section of the nullah to a

section downstream from the inflatable dam and this project is scheduled forsection downstream from the inflatable dam and this project is scheduled forsection downstream from the inflatable dam and this project is scheduled forsection downstream from the inflatable dam and this project is scheduled for

completion in May 1992.completion in May 1992.completion in May 1992.completion in May 1992.

(ii)(ii)(ii)(ii) The Environmental Protection DeThe Environmental Protection DeThe Environmental Protection DeThe Environmental Protection Department have engaged consultants topartment have engaged consultants topartment have engaged consultants topartment have engaged consultants to

carry out Sewerage Master Plan Studies which will, in time, cover the whole territory.carry out Sewerage Master Plan Studies which will, in time, cover the whole territory.carry out Sewerage Master Plan Studies which will, in time, cover the whole territory.carry out Sewerage Master Plan Studies which will, in time, cover the whole territory.

These studies will, inter alia, include recommendations for dry-weather-flowThese studies will, inter alia, include recommendations for dry-weather-flowThese studies will, inter alia, include recommendations for dry-weather-flowThese studies will, inter alia, include recommendations for dry-weather-flow

interception schemes to remove expedient connections of sewage to the nullahs andinterception schemes to remove expedient connections of sewage to the nullahs andinterception schemes to remove expedient connections of sewage to the nullahs andinterception schemes to remove expedient connections of sewage to the nullahs and

this will reduce the amount of sewage flowing into the open nullahs and hence thethis will reduce the amount of sewage flowing into the open nullahs and hence thethis will reduce the amount of sewage flowing into the open nullahs and hence thethis will reduce the amount of sewage flowing into the open nullahs and hence the

offensive smell.offensive smell.offensive smell.offensive smell.

On completion of these studies, first aid measures are implemented shortlyOn completion of these studies, first aid measures are implemented shortlyOn completion of these studies, first aid measures are implemented shortlyOn completion of these studies, first aid measures are implemented shortly

afterwards, which achieve some limited and temporary improvement to the nullahs,afterwards, which achieve some limited and temporary improvement to the nullahs,afterwards, which achieve some limited and temporary improvement to the nullahs,afterwards, which achieve some limited and temporary improvement to the nullahs,

whilst the recommended sewerage upgrading schemes are implemented in stages.   Workwhilst the recommended sewerage upgrading schemes are implemented in stages.   Workwhilst the recommended sewerage upgrading schemes are implemented in stages.   Workwhilst the recommended sewerage upgrading schemes are implemented in stages.   Work

has commenced for some of the schemes and all the major ones are expected to behas commenced for some of the schemes and all the major ones are expected to behas commenced for some of the schemes and all the major ones are expected to behas commenced for some of the schemes and all the major ones are expected to be

completed by 1999 if funds are made available.  In addition, the Environmentalcompleted by 1999 if funds are made available.  In addition, the Environmentalcompleted by 1999 if funds are made available.  In addition, the Environmentalcompleted by 1999 if funds are made available.  In addition, the Environmental

Protection Department can take action under the Water Pollution Control OrdinanceProtection Department can take action under the Water Pollution Control OrdinanceProtection Department can take action under the Water Pollution Control OrdinanceProtection Department can take action under the Water Pollution Control Ordinance

to stop illegal discharges of polluting water into nullahs.to stop illegal discharges of polluting water into nullahs.to stop illegal discharges of polluting water into nullahs.to stop illegal discharges of polluting water into nullahs.

(iii)(iii)(iii)(iii) The Regional Services Department and the Urban Services DepartmentThe Regional Services Department and the Urban Services DepartmentThe Regional Services Department and the Urban Services DepartmentThe Regional Services Department and the Urban Services Department

attend to the regular removal of refuse and take measures against rodent infestation.attend to the regular removal of refuse and take measures against rodent infestation.attend to the regular removal of refuse and take measures against rodent infestation.attend to the regular removal of refuse and take measures against rodent infestation.

(d)(d)(d)(d) The Administration does not plan to deck all the open nullahs in the territory.The Administration does not plan to deck all the open nullahs in the territory.The Administration does not plan to deck all the open nullahs in the territory.The Administration does not plan to deck all the open nullahs in the territory.

Existing open nullahs are essentially hydraulic structures for dischargingExisting open nullahs are essentially hydraulic structures for dischargingExisting open nullahs are essentially hydraulic structures for dischargingExisting open nullahs are essentially hydraulic structures for discharging



stormwater during rainstorms.  Regular inspection and desilting programmes can bestormwater during rainstorms.  Regular inspection and desilting programmes can bestormwater during rainstorms.  Regular inspection and desilting programmes can bestormwater during rainstorms.  Regular inspection and desilting programmes can be

conducted more effectively and economically in an open nullah than in a decked nullah.conducted more effectively and economically in an open nullah than in a decked nullah.conducted more effectively and economically in an open nullah than in a decked nullah.conducted more effectively and economically in an open nullah than in a decked nullah.

Decking an open nullah is a costly civil engineering exercise which also makes itDecking an open nullah is a costly civil engineering exercise which also makes itDecking an open nullah is a costly civil engineering exercise which also makes itDecking an open nullah is a costly civil engineering exercise which also makes it

more difficult to enter the nullahs and carry out desilting work with mobile plant.more difficult to enter the nullahs and carry out desilting work with mobile plant.more difficult to enter the nullahs and carry out desilting work with mobile plant.more difficult to enter the nullahs and carry out desilting work with mobile plant.

Decking would also increase maintenance costs.  In addition, decking couldDecking would also increase maintenance costs.  In addition, decking couldDecking would also increase maintenance costs.  In addition, decking couldDecking would also increase maintenance costs.  In addition, decking could

contribute to the problem of offensive smells by helping the retention of hydrogencontribute to the problem of offensive smells by helping the retention of hydrogencontribute to the problem of offensive smells by helping the retention of hydrogencontribute to the problem of offensive smells by helping the retention of hydrogen

sulphide, a gas which is potentially dangerous to the public and maintenance staff,sulphide, a gas which is potentially dangerous to the public and maintenance staff,sulphide, a gas which is potentially dangerous to the public and maintenance staff,sulphide, a gas which is potentially dangerous to the public and maintenance staff,

and corrosive to the structure.  There is, however, a proposal to deck the Tonkinand corrosive to the structure.  There is, however, a proposal to deck the Tonkinand corrosive to the structure.  There is, however, a proposal to deck the Tonkinand corrosive to the structure.  There is, however, a proposal to deck the Tonkin

Street nullah in Cheung Sha Wan -- between Fuk Wing Street and Po On Road -- for roadStreet nullah in Cheung Sha Wan -- between Fuk Wing Street and Po On Road -- for roadStreet nullah in Cheung Sha Wan -- between Fuk Wing Street and Po On Road -- for roadStreet nullah in Cheung Sha Wan -- between Fuk Wing Street and Po On Road -- for road

widening purposes as part of the Cheung Sha Wan North Comprehensive Traffic and Publicwidening purposes as part of the Cheung Sha Wan North Comprehensive Traffic and Publicwidening purposes as part of the Cheung Sha Wan North Comprehensive Traffic and Publicwidening purposes as part of the Cheung Sha Wan North Comprehensive Traffic and Public

Transport Priority Scheme.  However, this project is of relatively low priority andTransport Priority Scheme.  However, this project is of relatively low priority andTransport Priority Scheme.  However, this project is of relatively low priority andTransport Priority Scheme.  However, this project is of relatively low priority and

is unlikely to be implemented in the near future.is unlikely to be implemented in the near future.is unlikely to be implemented in the near future.is unlikely to be implemented in the near future.

(e)(e)(e)(e) For nullahs located within a declared water control zone (WCZ), theFor nullahs located within a declared water control zone (WCZ), theFor nullahs located within a declared water control zone (WCZ), theFor nullahs located within a declared water control zone (WCZ), the

Environmental Protection Department is given the statutory power under the WaterEnvironmental Protection Department is given the statutory power under the WaterEnvironmental Protection Department is given the statutory power under the WaterEnvironmental Protection Department is given the statutory power under the Water

Pollution Control Ordinance (WPCO) to take enforcement action against the illegalPollution Control Ordinance (WPCO) to take enforcement action against the illegalPollution Control Ordinance (WPCO) to take enforcement action against the illegalPollution Control Ordinance (WPCO) to take enforcement action against the illegal

dischargers.  Out of 10 WCZs in the territory, six have been declared; they are Tolodischargers.  Out of 10 WCZs in the territory, six have been declared; they are Tolodischargers.  Out of 10 WCZs in the territory, six have been declared; they are Tolodischargers.  Out of 10 WCZs in the territory, six have been declared; they are Tolo

Harbour, Southern, Junk Bay, Port Shelter, Deep Bay and Mirs Bay WCZs.  The seventh,Harbour, Southern, Junk Bay, Port Shelter, Deep Bay and Mirs Bay WCZs.  The seventh,Harbour, Southern, Junk Bay, Port Shelter, Deep Bay and Mirs Bay WCZs.  The seventh,Harbour, Southern, Junk Bay, Port Shelter, Deep Bay and Mirs Bay WCZs.  The seventh,

North Western WCZ, is scheduled for declaration in April 1992.  After the declarationNorth Western WCZ, is scheduled for declaration in April 1992.  After the declarationNorth Western WCZ, is scheduled for declaration in April 1992.  After the declarationNorth Western WCZ, is scheduled for declaration in April 1992.  After the declaration

of a WCZ, it normally takes about two years to achieve full control on all discharges.of a WCZ, it normally takes about two years to achieve full control on all discharges.of a WCZ, it normally takes about two years to achieve full control on all discharges.of a WCZ, it normally takes about two years to achieve full control on all discharges.

There are already improvements in the water quality of some nullahs located in theThere are already improvements in the water quality of some nullahs located in theThere are already improvements in the water quality of some nullahs located in theThere are already improvements in the water quality of some nullahs located in the

declared WCZs, for example, Shing Mun River, Fo Tan Nullah, and so on.declared WCZs, for example, Shing Mun River, Fo Tan Nullah, and so on.declared WCZs, for example, Shing Mun River, Fo Tan Nullah, and so on.declared WCZs, for example, Shing Mun River, Fo Tan Nullah, and so on.

In areas that the WPCO does not yet cover, the Government relies on theIn areas that the WPCO does not yet cover, the Government relies on theIn areas that the WPCO does not yet cover, the Government relies on theIn areas that the WPCO does not yet cover, the Government relies on the

enforcement of lease conditions and the Buildings Ordinance to tackle the illegalenforcement of lease conditions and the Buildings Ordinance to tackle the illegalenforcement of lease conditions and the Buildings Ordinance to tackle the illegalenforcement of lease conditions and the Buildings Ordinance to tackle the illegal

discharges.  When the source of an illegal discharge is traced, the Buildingsdischarges.  When the source of an illegal discharge is traced, the Buildingsdischarges.  When the source of an illegal discharge is traced, the Buildingsdischarges.  When the source of an illegal discharge is traced, the Buildings

Ordinance Office seeks to persuade the discharger to correct his drains or to installOrdinance Office seeks to persuade the discharger to correct his drains or to installOrdinance Office seeks to persuade the discharger to correct his drains or to installOrdinance Office seeks to persuade the discharger to correct his drains or to install

a waste water treatment plant.  In Tsuen Wan, Kwai Chung and Kwun Tong districts,a waste water treatment plant.  In Tsuen Wan, Kwai Chung and Kwun Tong districts,a waste water treatment plant.  In Tsuen Wan, Kwai Chung and Kwun Tong districts,a waste water treatment plant.  In Tsuen Wan, Kwai Chung and Kwun Tong districts,

the Government has set up industrial building management co-ordinating committeesthe Government has set up industrial building management co-ordinating committeesthe Government has set up industrial building management co-ordinating committeesthe Government has set up industrial building management co-ordinating committees

to identify problems and resolve them by cultivating a self-help spirit among theto identify problems and resolve them by cultivating a self-help spirit among theto identify problems and resolve them by cultivating a self-help spirit among theto identify problems and resolve them by cultivating a self-help spirit among the

owners and by co-ordinating government action.owners and by co-ordinating government action.owners and by co-ordinating government action.owners and by co-ordinating government action.

EPD is also imEPD is also imEPD is also imEPD is also implementing the Livestock Waste Control Scheme under the Wasteplementing the Livestock Waste Control Scheme under the Wasteplementing the Livestock Waste Control Scheme under the Wasteplementing the Livestock Waste Control Scheme under the Waste

Disposal Ordinance.  This will reduce much of the pollution load to some of theDisposal Ordinance.  This will reduce much of the pollution load to some of theDisposal Ordinance.  This will reduce much of the pollution load to some of theDisposal Ordinance.  This will reduce much of the pollution load to some of the

nullahs.  Full controls are already in force in the prohibition areas, that is, urbannullahs.  Full controls are already in force in the prohibition areas, that is, urbannullahs.  Full controls are already in force in the prohibition areas, that is, urbannullahs.  Full controls are already in force in the prohibition areas, that is, urban

areas, and the Tolo Harbour catchment, Mui Wo and Anglers Beach environs.areas, and the Tolo Harbour catchment, Mui Wo and Anglers Beach environs.areas, and the Tolo Harbour catchment, Mui Wo and Anglers Beach environs.areas, and the Tolo Harbour catchment, Mui Wo and Anglers Beach environs.

(f)(f)(f)(f) The Administration has continued to take several measures to abate the smellThe Administration has continued to take several measures to abate the smellThe Administration has continued to take several measures to abate the smellThe Administration has continued to take several measures to abate the smell



nuisance from the open nullah in Tonkin Street and the Sham Shui Po District Boardnuisance from the open nullah in Tonkin Street and the Sham Shui Po District Boardnuisance from the open nullah in Tonkin Street and the Sham Shui Po District Boardnuisance from the open nullah in Tonkin Street and the Sham Shui Po District Board

was briefed on these measures at its 17th meeting on 21 December 1990.  A furtherwas briefed on these measures at its 17th meeting on 21 December 1990.  A furtherwas briefed on these measures at its 17th meeting on 21 December 1990.  A furtherwas briefed on these measures at its 17th meeting on 21 December 1990.  A further

report on these measures was given to the Secretary General, OMELCO on 28 June 1991.report on these measures was given to the Secretary General, OMELCO on 28 June 1991.report on these measures was given to the Secretary General, OMELCO on 28 June 1991.report on these measures was given to the Secretary General, OMELCO on 28 June 1991.

The present position is that the smell from the Tonkin Street nullah is due to pollutedThe present position is that the smell from the Tonkin Street nullah is due to pollutedThe present position is that the smell from the Tonkin Street nullah is due to pollutedThe present position is that the smell from the Tonkin Street nullah is due to polluted

water discharging into the nullah through expedient connections of foul water towater discharging into the nullah through expedient connections of foul water towater discharging into the nullah through expedient connections of foul water towater discharging into the nullah through expedient connections of foul water to

stormwater drains within the catchment areas.  The solution is to stop the dischargestormwater drains within the catchment areas.  The solution is to stop the dischargestormwater drains within the catchment areas.  The solution is to stop the dischargestormwater drains within the catchment areas.  The solution is to stop the discharge

of foul water at source.  In this respect, the North-West Kowloon Sewerage Masterof foul water at source.  In this respect, the North-West Kowloon Sewerage Masterof foul water at source.  In this respect, the North-West Kowloon Sewerage Masterof foul water at source.  In this respect, the North-West Kowloon Sewerage Master

Plan Study has recently been completed and the Study has recommended a Dry-Plan Study has recently been completed and the Study has recommended a Dry-Plan Study has recently been completed and the Study has recommended a Dry-Plan Study has recently been completed and the Study has recommended a Dry-

Weather-Flow Interception Scheme to collect the polluted dry-weather-flow beforeWeather-Flow Interception Scheme to collect the polluted dry-weather-flow beforeWeather-Flow Interception Scheme to collect the polluted dry-weather-flow beforeWeather-Flow Interception Scheme to collect the polluted dry-weather-flow before

entering the nullah and to divert it to the foul sewerage system.  This Dry-entering the nullah and to divert it to the foul sewerage system.  This Dry-entering the nullah and to divert it to the foul sewerage system.  This Dry-entering the nullah and to divert it to the foul sewerage system.  This Dry-

Weather-Flow Interception Scheme is presently being implemented by the TerritoryWeather-Flow Interception Scheme is presently being implemented by the TerritoryWeather-Flow Interception Scheme is presently being implemented by the TerritoryWeather-Flow Interception Scheme is presently being implemented by the Territory

Development Department in association with their West Kowloon Reclamation project,Development Department in association with their West Kowloon Reclamation project,Development Department in association with their West Kowloon Reclamation project,Development Department in association with their West Kowloon Reclamation project,

which is scheduled for completion before 1996.  Action under the WPCO againstwhich is scheduled for completion before 1996.  Action under the WPCO againstwhich is scheduled for completion before 1996.  Action under the WPCO againstwhich is scheduled for completion before 1996.  Action under the WPCO against

discharges into this nullah will also be possible when the Victoria Harbour Waterdischarges into this nullah will also be possible when the Victoria Harbour Waterdischarges into this nullah will also be possible when the Victoria Harbour Waterdischarges into this nullah will also be possible when the Victoria Harbour Water

Control Zone is declared in about 1995.Control Zone is declared in about 1995.Control Zone is declared in about 1995.Control Zone is declared in about 1995.

Complaints against policeComplaints against policeComplaints against policeComplaints against police

11.11.11.11. REV FUNG CHI-WOOD asked: Will the Government inform this Council:REV FUNG CHI-WOOD asked: Will the Government inform this Council:REV FUNG CHI-WOOD asked: Will the Government inform this Council:REV FUNG CHI-WOOD asked: Will the Government inform this Council:

(a)(a)(a)(a) since both the targets of complaints and the staff of the Complaint Againstsince both the targets of complaints and the staff of the Complaint Againstsince both the targets of complaints and the staff of the Complaint Againstsince both the targets of complaints and the staff of the Complaint Against

Police Office (CAPO) are police officers, what measures are available within thePolice Office (CAPO) are police officers, what measures are available within thePolice Office (CAPO) are police officers, what measures are available within thePolice Office (CAPO) are police officers, what measures are available within the

Police Force to ensure that the investigation of complaints will be conducted in aPolice Force to ensure that the investigation of complaints will be conducted in aPolice Force to ensure that the investigation of complaints will be conducted in aPolice Force to ensure that the investigation of complaints will be conducted in a

fair and unbiased manner; andfair and unbiased manner; andfair and unbiased manner; andfair and unbiased manner; and

(b)(b)(b)(b) whether any appeal channels are available if the public are not satisfiedwhether any appeal channels are available if the public are not satisfiedwhether any appeal channels are available if the public are not satisfiedwhether any appeal channels are available if the public are not satisfied

with the decisions of the CAPO?with the decisions of the CAPO?with the decisions of the CAPO?with the decisions of the CAPO?

SECRETARY FOR SECURITY: Mr Deputy President, there are a number of measures to ensureSECRETARY FOR SECURITY: Mr Deputy President, there are a number of measures to ensureSECRETARY FOR SECURITY: Mr Deputy President, there are a number of measures to ensureSECRETARY FOR SECURITY: Mr Deputy President, there are a number of measures to ensure

impartial investigations of complaints against the Police.impartial investigations of complaints against the Police.impartial investigations of complaints against the Police.impartial investigations of complaints against the Police.

Firstly, CAPO officers belong to the Complaints and Internal InvestigationsFirstly, CAPO officers belong to the Complaints and Internal InvestigationsFirstly, CAPO officers belong to the Complaints and Internal InvestigationsFirstly, CAPO officers belong to the Complaints and Internal Investigations

Branch of the force, which is separate from the rest of the force.  The fact thatBranch of the force, which is separate from the rest of the force.  The fact thatBranch of the force, which is separate from the rest of the force.  The fact thatBranch of the force, which is separate from the rest of the force.  The fact that

CAPO officers are part of a different chain of command ensures their objectivity inCAPO officers are part of a different chain of command ensures their objectivity inCAPO officers are part of a different chain of command ensures their objectivity inCAPO officers are part of a different chain of command ensures their objectivity in

dealing with complaints.dealing with complaints.dealing with complaints.dealing with complaints.



Secondly, a comprehensive set of procedures for dealing with various categoriesSecondly, a comprehensive set of procedures for dealing with various categoriesSecondly, a comprehensive set of procedures for dealing with various categoriesSecondly, a comprehensive set of procedures for dealing with various categories

of complaints have been issued for CAPO to follow.  In the case of complaintsof complaints have been issued for CAPO to follow.  In the case of complaintsof complaints have been issued for CAPO to follow.  In the case of complaintsof complaints have been issued for CAPO to follow.  In the case of complaints

involving serious allegations against police officers, advice from the Attorneyinvolving serious allegations against police officers, advice from the Attorneyinvolving serious allegations against police officers, advice from the Attorneyinvolving serious allegations against police officers, advice from the Attorney

General's Chambers will be sought after the investigation is completed on theGeneral's Chambers will be sought after the investigation is completed on theGeneral's Chambers will be sought after the investigation is completed on theGeneral's Chambers will be sought after the investigation is completed on the

follow-up action to be taken.follow-up action to be taken.follow-up action to be taken.follow-up action to be taken.

Thirdly, the results of CAPO investigations, together with all relevant documentsThirdly, the results of CAPO investigations, together with all relevant documentsThirdly, the results of CAPO investigations, together with all relevant documentsThirdly, the results of CAPO investigations, together with all relevant documents

such as statements of witnesses, are passed to the Police Complaints Committee (PCC),such as statements of witnesses, are passed to the Police Complaints Committee (PCC),such as statements of witnesses, are passed to the Police Complaints Committee (PCC),such as statements of witnesses, are passed to the Police Complaints Committee (PCC),

an independent statutory body, for examination.  The PCC is appointed by the Governoran independent statutory body, for examination.  The PCC is appointed by the Governoran independent statutory body, for examination.  The PCC is appointed by the Governoran independent statutory body, for examination.  The PCC is appointed by the Governor

to monitor, and where necessary to review, the investigation of complaints againstto monitor, and where necessary to review, the investigation of complaints againstto monitor, and where necessary to review, the investigation of complaints againstto monitor, and where necessary to review, the investigation of complaints against

police officers.  If necessary, the PCC may request CAPO to re-investigate casespolice officers.  If necessary, the PCC may request CAPO to re-investigate casespolice officers.  If necessary, the PCC may request CAPO to re-investigate casespolice officers.  If necessary, the PCC may request CAPO to re-investigate cases

until they are satisfied with the investigation results.until they are satisfied with the investigation results.until they are satisfied with the investigation results.until they are satisfied with the investigation results.

A complainant is informed by A complainant is informed by A complainant is informed by A complainant is informed by the CAPO of the result of investigation only afterthe CAPO of the result of investigation only afterthe CAPO of the result of investigation only afterthe CAPO of the result of investigation only after

this has been endorsed by the PCC.  If he is not satisfied with the result, he maythis has been endorsed by the PCC.  If he is not satisfied with the result, he maythis has been endorsed by the PCC.  If he is not satisfied with the result, he maythis has been endorsed by the PCC.  If he is not satisfied with the result, he may

petition the Governor.petition the Governor.petition the Governor.petition the Governor.

Annual reports of government departments, statutory or advisory bodiesAnnual reports of government departments, statutory or advisory bodiesAnnual reports of government departments, statutory or advisory bodiesAnnual reports of government departments, statutory or advisory bodies

12.12.12.12. MR FREDERICK FUNG askMR FREDERICK FUNG askMR FREDERICK FUNG askMR FREDERICK FUNG asked: Will the Government inform this Council:ed: Will the Government inform this Council:ed: Will the Government inform this Council:ed: Will the Government inform this Council:

(a)(a)(a)(a) whether all government departments are required to prepare annual reports,whether all government departments are required to prepare annual reports,whether all government departments are required to prepare annual reports,whether all government departments are required to prepare annual reports,

and if not, why such reports are not required of some departments;and if not, why such reports are not required of some departments;and if not, why such reports are not required of some departments;and if not, why such reports are not required of some departments;

(b)(b)(b)(b) of the circumstances under which statutory or advisory boof the circumstances under which statutory or advisory boof the circumstances under which statutory or advisory boof the circumstances under which statutory or advisory bodies are requireddies are requireddies are requireddies are required

to prepare annual reports;to prepare annual reports;to prepare annual reports;to prepare annual reports;

(c)(c)(c)(c) whether there are guidelines for the preparation of these annual reports;whether there are guidelines for the preparation of these annual reports;whether there are guidelines for the preparation of these annual reports;whether there are guidelines for the preparation of these annual reports;

(d)(d)(d)(d) of the circumstances under which these annual reports have to be presentedof the circumstances under which these annual reports have to be presentedof the circumstances under which these annual reports have to be presentedof the circumstances under which these annual reports have to be presented

to this Council, and whether they can be made available to members of the public forto this Council, and whether they can be made available to members of the public forto this Council, and whether they can be made available to members of the public forto this Council, and whether they can be made available to members of the public for

inspection or purchases?inspection or purchases?inspection or purchases?inspection or purchases?

CHIEF SECRETARY: Mr Deputy President,CHIEF SECRETARY: Mr Deputy President,CHIEF SECRETARY: Mr Deputy President,CHIEF SECRETARY: Mr Deputy President,

(a)(a)(a)(a) Some departments, such as the Audit Department, are required by law to publishSome departments, such as the Audit Department, are required by law to publishSome departments, such as the Audit Department, are required by law to publishSome departments, such as the Audit Department, are required by law to publish



an annual report.  Where there is no such statutory requirement, a Head of Departmentan annual report.  Where there is no such statutory requirement, a Head of Departmentan annual report.  Where there is no such statutory requirement, a Head of Departmentan annual report.  Where there is no such statutory requirement, a Head of Department

may decide at his/her discretion whether to produce an annual department report,may decide at his/her discretion whether to produce an annual department report,may decide at his/her discretion whether to produce an annual department report,may decide at his/her discretion whether to produce an annual department report,

taking into account the cost of producing the report and the extent of public interesttaking into account the cost of producing the report and the extent of public interesttaking into account the cost of producing the report and the extent of public interesttaking into account the cost of producing the report and the extent of public interest

in the information contained therein.  About half of the government departmentsin the information contained therein.  About half of the government departmentsin the information contained therein.  About half of the government departmentsin the information contained therein.  About half of the government departments

produce an annual report.produce an annual report.produce an annual report.produce an annual report.

(b)(b)(b)(b) Some statutory bodies are required by their ordinances to publish an annualSome statutory bodies are required by their ordinances to publish an annualSome statutory bodies are required by their ordinances to publish an annualSome statutory bodies are required by their ordinances to publish an annual

report.  Other statutory or advisory bodies may decide at their own discretionreport.  Other statutory or advisory bodies may decide at their own discretionreport.  Other statutory or advisory bodies may decide at their own discretionreport.  Other statutory or advisory bodies may decide at their own discretion

whether to publish an annual report.whether to publish an annual report.whether to publish an annual report.whether to publish an annual report.

(c)(c)(c)(c) Annual reports whicAnnual reports whicAnnual reports whicAnnual reports which are required to be produced by law have to comply withh are required to be produced by law have to comply withh are required to be produced by law have to comply withh are required to be produced by law have to comply with

the relevant legal provisions.  Those government departmental annual reports whichthe relevant legal provisions.  Those government departmental annual reports whichthe relevant legal provisions.  Those government departmental annual reports whichthe relevant legal provisions.  Those government departmental annual reports which

are non-statutory in nature follow certain editorial guidelines to ensureare non-statutory in nature follow certain editorial guidelines to ensureare non-statutory in nature follow certain editorial guidelines to ensureare non-statutory in nature follow certain editorial guidelines to ensure

presentational consistency.  Annual reports prepared by statutory or advisory bodies,presentational consistency.  Annual reports prepared by statutory or advisory bodies,presentational consistency.  Annual reports prepared by statutory or advisory bodies,presentational consistency.  Annual reports prepared by statutory or advisory bodies,

which are not required by law, follow their own guidelines.which are not required by law, follow their own guidelines.which are not required by law, follow their own guidelines.which are not required by law, follow their own guidelines.

(d)(d)(d)(d) Most annual reports required to be produced by law are also required to beMost annual reports required to be produced by law are also required to beMost annual reports required to be produced by law are also required to beMost annual reports required to be produced by law are also required to be

tabled in the Legislative Council.  All departmental annual reports where availabletabled in the Legislative Council.  All departmental annual reports where availabletabled in the Legislative Council.  All departmental annual reports where availabletabled in the Legislative Council.  All departmental annual reports where available

and which are not required to be tabled in the Legislative Council are separatelyand which are not required to be tabled in the Legislative Council are separatelyand which are not required to be tabled in the Legislative Council are separatelyand which are not required to be tabled in the Legislative Council are separately

circulated to Members by the Clerk to the Legislative Council.  Copies of allcirculated to Members by the Clerk to the Legislative Council.  Copies of allcirculated to Members by the Clerk to the Legislative Council.  Copies of allcirculated to Members by the Clerk to the Legislative Council.  Copies of all

departmental annual reports are made available in public libraries and tertiarydepartmental annual reports are made available in public libraries and tertiarydepartmental annual reports are made available in public libraries and tertiarydepartmental annual reports are made available in public libraries and tertiary

institute libraries for public perusal.  In addition, some of the more popularinstitute libraries for public perusal.  In addition, some of the more popularinstitute libraries for public perusal.  In addition, some of the more popularinstitute libraries for public perusal.  In addition, some of the more popular

reports, such as the Director of Audit's report and the Commissioner of Banking'sreports, such as the Director of Audit's report and the Commissioner of Banking'sreports, such as the Director of Audit's report and the Commissioner of Banking'sreports, such as the Director of Audit's report and the Commissioner of Banking's

report, are on sale to members of the public.  Where they are not, requests for copiesreport, are on sale to members of the public.  Where they are not, requests for copiesreport, are on sale to members of the public.  Where they are not, requests for copiesreport, are on sale to members of the public.  Where they are not, requests for copies

by members of the public will be entertained, subject to availability of spare copies.by members of the public will be entertained, subject to availability of spare copies.by members of the public will be entertained, subject to availability of spare copies.by members of the public will be entertained, subject to availability of spare copies.

The circulation of annual reports produced by statutory or advisory bodies is decidedThe circulation of annual reports produced by statutory or advisory bodies is decidedThe circulation of annual reports produced by statutory or advisory bodies is decidedThe circulation of annual reports produced by statutory or advisory bodies is decided

by the bodies themselves but it generally follows the circulation list as appliedby the bodies themselves but it generally follows the circulation list as appliedby the bodies themselves but it generally follows the circulation list as appliedby the bodies themselves but it generally follows the circulation list as applied

to departmental reports.to departmental reports.to departmental reports.to departmental reports.

Government expenditures and subsidies on educationGovernment expenditures and subsidies on educationGovernment expenditures and subsidies on educationGovernment expenditures and subsidies on education

13.13.13.13. MR FREDERICK FUNG asked: Will the Government inform this Council of:MR FREDERICK FUNG asked: Will the Government inform this Council of:MR FREDERICK FUNG asked: Will the Government inform this Council of:MR FREDERICK FUNG asked: Will the Government inform this Council of:

(a)(a)(a)(a) the following expenditure incurred by the Government in the past fivethe following expenditure incurred by the Government in the past fivethe following expenditure incurred by the Government in the past fivethe following expenditure incurred by the Government in the past five

financial years and estimated for the next three financial years (in terms of dollarsfinancial years and estimated for the next three financial years (in terms of dollarsfinancial years and estimated for the next three financial years (in terms of dollarsfinancial years and estimated for the next three financial years (in terms of dollars

per student):per student):per student):per student):



(i)(i)(i)(i) the annual recurrent and non-recurrent expenditure on subsidizing studentsthe annual recurrent and non-recurrent expenditure on subsidizing studentsthe annual recurrent and non-recurrent expenditure on subsidizing studentsthe annual recurrent and non-recurrent expenditure on subsidizing students

of each tertiary institution, with breakdown by qualification levels (for example,of each tertiary institution, with breakdown by qualification levels (for example,of each tertiary institution, with breakdown by qualification levels (for example,of each tertiary institution, with breakdown by qualification levels (for example,

Diploma, Bachelor degree) and subjects (for example, engineering, medicine);Diploma, Bachelor degree) and subjects (for example, engineering, medicine);Diploma, Bachelor degree) and subjects (for example, engineering, medicine);Diploma, Bachelor degree) and subjects (for example, engineering, medicine);

(ii)(ii)(ii)(ii) the annual recurrent expenditure on subsidizing secondary schoolthe annual recurrent expenditure on subsidizing secondary schoolthe annual recurrent expenditure on subsidizing secondary schoolthe annual recurrent expenditure on subsidizing secondary school

students, with breakdown by the category of schools (for example, government schools,students, with breakdown by the category of schools (for example, government schools,students, with breakdown by the category of schools (for example, government schools,students, with breakdown by the category of schools (for example, government schools,

subsidized schools);subsidized schools);subsidized schools);subsidized schools);

(iii)(iii)(iii)(iii) the annual recurrent exthe annual recurrent exthe annual recurrent exthe annual recurrent expenditure on subsidizing primary school students,penditure on subsidizing primary school students,penditure on subsidizing primary school students,penditure on subsidizing primary school students,

with breakdown by the category of schools;with breakdown by the category of schools;with breakdown by the category of schools;with breakdown by the category of schools;

(iv)(iv)(iv)(iv) the annual recurrent expenditure on kindergartens and child care centres;the annual recurrent expenditure on kindergartens and child care centres;the annual recurrent expenditure on kindergartens and child care centres;the annual recurrent expenditure on kindergartens and child care centres;

andandandand

(b)(b)(b)(b) if the amount of subsidy is different for different institutes offeringif the amount of subsidy is different for different institutes offeringif the amount of subsidy is different for different institutes offeringif the amount of subsidy is different for different institutes offering

similar courses at the same academic level, the reasons for the difference?similar courses at the same academic level, the reasons for the difference?similar courses at the same academic level, the reasons for the difference?similar courses at the same academic level, the reasons for the difference?

SECRETARY FOR EDUCATION AND MANPOWER: Mr Deputy President, I would like first to dealSECRETARY FOR EDUCATION AND MANPOWER: Mr Deputy President, I would like first to dealSECRETARY FOR EDUCATION AND MANPOWER: Mr Deputy President, I would like first to dealSECRETARY FOR EDUCATION AND MANPOWER: Mr Deputy President, I would like first to deal

with questions relating to the tertiary sector.   There are currently sevenwith questions relating to the tertiary sector.   There are currently sevenwith questions relating to the tertiary sector.   There are currently sevenwith questions relating to the tertiary sector.   There are currently seven

institutions of higher education which are funded through the University andinstitutions of higher education which are funded through the University andinstitutions of higher education which are funded through the University andinstitutions of higher education which are funded through the University and

Polytechnic Grants Committee (UPGC): the University of Hong Kong (HKU); The ChinesePolytechnic Grants Committee (UPGC): the University of Hong Kong (HKU); The ChinesePolytechnic Grants Committee (UPGC): the University of Hong Kong (HKU); The ChinesePolytechnic Grants Committee (UPGC): the University of Hong Kong (HKU); The Chinese

University of Hong Kong (CUHK); The Hong Kong University of Science and TechnologyUniversity of Hong Kong (CUHK); The Hong Kong University of Science and TechnologyUniversity of Hong Kong (CUHK); The Hong Kong University of Science and TechnologyUniversity of Hong Kong (CUHK); The Hong Kong University of Science and Technology

(HKUST); the Hong Kong Polytechnic (HKP); the City Polytechnic of Hong Kong (CPHK);(HKUST); the Hong Kong Polytechnic (HKP); the City Polytechnic of Hong Kong (CPHK);(HKUST); the Hong Kong Polytechnic (HKP); the City Polytechnic of Hong Kong (CPHK);(HKUST); the Hong Kong Polytechnic (HKP); the City Polytechnic of Hong Kong (CPHK);

the Hong Kong Baptist College (HKBC); and  Lingnan College (LC).  These institutionsthe Hong Kong Baptist College (HKBC); and  Lingnan College (LC).  These institutionsthe Hong Kong Baptist College (HKBC); and  Lingnan College (LC).  These institutionsthe Hong Kong Baptist College (HKBC); and  Lingnan College (LC).  These institutions

are autonomous bodies which have freedom to manage their internal affairs within theare autonomous bodies which have freedom to manage their internal affairs within theare autonomous bodies which have freedom to manage their internal affairs within theare autonomous bodies which have freedom to manage their internal affairs within the

constraints of their own statutes.  They are largely supported by public funds whichconstraints of their own statutes.  They are largely supported by public funds whichconstraints of their own statutes.  They are largely supported by public funds whichconstraints of their own statutes.  They are largely supported by public funds which

are channelled through the UPGC in the form of recurrent and capital grants.are channelled through the UPGC in the form of recurrent and capital grants.are channelled through the UPGC in the form of recurrent and capital grants.are channelled through the UPGC in the form of recurrent and capital grants.

In the past five academic years, the UPGC had funding responsibility for fiveIn the past five academic years, the UPGC had funding responsibility for fiveIn the past five academic years, the UPGC had funding responsibility for fiveIn the past five academic years, the UPGC had funding responsibility for five

of the institutions referred to in paragraph one above (excluding HKUST and LC whichof the institutions referred to in paragraph one above (excluding HKUST and LC whichof the institutions referred to in paragraph one above (excluding HKUST and LC whichof the institutions referred to in paragraph one above (excluding HKUST and LC which

came under the UPGC with effect from 1991-92). The annual recurrent grants disbursedcame under the UPGC with effect from 1991-92). The annual recurrent grants disbursedcame under the UPGC with effect from 1991-92). The annual recurrent grants disbursedcame under the UPGC with effect from 1991-92). The annual recurrent grants disbursed

to these five UPGC-funded institutions, expressed in terms of total amounts and ofto these five UPGC-funded institutions, expressed in terms of total amounts and ofto these five UPGC-funded institutions, expressed in terms of total amounts and ofto these five UPGC-funded institutions, expressed in terms of total amounts and of

unit grants per full-time equivalent (fte) student, are set out at Annex A.unit grants per full-time equivalent (fte) student, are set out at Annex A.unit grants per full-time equivalent (fte) student, are set out at Annex A.unit grants per full-time equivalent (fte) student, are set out at Annex A.

From the data shown in the Audited Annual Accounts and other information submittedFrom the data shown in the Audited Annual Accounts and other information submittedFrom the data shown in the Audited Annual Accounts and other information submittedFrom the data shown in the Audited Annual Accounts and other information submitted

by the five UPGC-funded institutions for the past triennium, the UPGC has derivedby the five UPGC-funded institutions for the past triennium, the UPGC has derivedby the five UPGC-funded institutions for the past triennium, the UPGC has derivedby the five UPGC-funded institutions for the past triennium, the UPGC has derived

the unit costs per fte student at these institutions.  These are set out at Annexthe unit costs per fte student at these institutions.  These are set out at Annexthe unit costs per fte student at these institutions.  These are set out at Annexthe unit costs per fte student at these institutions.  These are set out at Annex

B.  They are broken down by major faculties/departments.  Any further breakdown ofB.  They are broken down by major faculties/departments.  Any further breakdown ofB.  They are broken down by major faculties/departments.  Any further breakdown ofB.  They are broken down by major faculties/departments.  Any further breakdown of



the figures between different levels of studies (sub-degree, first-degree andthe figures between different levels of studies (sub-degree, first-degree andthe figures between different levels of studies (sub-degree, first-degree andthe figures between different levels of studies (sub-degree, first-degree and

postgraduate) and between different subjects (for example, Chinese, English, and sopostgraduate) and between different subjects (for example, Chinese, English, and sopostgraduate) and between different subjects (for example, Chinese, English, and sopostgraduate) and between different subjects (for example, Chinese, English, and so

on) would be artificial, in view of the considerable overlapping of teachers and otheron) would be artificial, in view of the considerable overlapping of teachers and otheron) would be artificial, in view of the considerable overlapping of teachers and otheron) would be artificial, in view of the considerable overlapping of teachers and other

supporting resources among programmes of different levels and different subjects.supporting resources among programmes of different levels and different subjects.supporting resources among programmes of different levels and different subjects.supporting resources among programmes of different levels and different subjects.

This means that a direct comparison of the unit costs of different institutions isThis means that a direct comparison of the unit costs of different institutions isThis means that a direct comparison of the unit costs of different institutions isThis means that a direct comparison of the unit costs of different institutions is

difficult, if not impossible.difficult, if not impossible.difficult, if not impossible.difficult, if not impossible.

As shown in paragraph three above, the institutions do not have the same rangeAs shown in paragraph three above, the institutions do not have the same rangeAs shown in paragraph three above, the institutions do not have the same rangeAs shown in paragraph three above, the institutions do not have the same range

of faculties/departments.  Even for the same faculty/department, the unit costof faculties/departments.  Even for the same faculty/department, the unit costof faculties/departments.  Even for the same faculty/department, the unit costof faculties/departments.  Even for the same faculty/department, the unit cost

varies from one institution to another.  The apparent discrepancies are accountedvaries from one institution to another.  The apparent discrepancies are accountedvaries from one institution to another.  The apparent discrepancies are accountedvaries from one institution to another.  The apparent discrepancies are accounted

for by a variety of factors, such as:for by a variety of factors, such as:for by a variety of factors, such as:for by a variety of factors, such as:

(a)(a)(a)(a) different mix of subjects -- the range of subjects for a particulardifferent mix of subjects -- the range of subjects for a particulardifferent mix of subjects -- the range of subjects for a particulardifferent mix of subjects -- the range of subjects for a particular

faculty/department varies from institution to institution (for example, Geographyfaculty/department varies from institution to institution (for example, Geographyfaculty/department varies from institution to institution (for example, Geographyfaculty/department varies from institution to institution (for example, Geography

is under the Arts Faculty in HKU, but subsumed within the Social Science Faculty atis under the Arts Faculty in HKU, but subsumed within the Social Science Faculty atis under the Arts Faculty in HKU, but subsumed within the Social Science Faculty atis under the Arts Faculty in HKU, but subsumed within the Social Science Faculty at

CUHK). Moreover, the number of students taking the same subject varies in differentCUHK). Moreover, the number of students taking the same subject varies in differentCUHK). Moreover, the number of students taking the same subject varies in differentCUHK). Moreover, the number of students taking the same subject varies in different

institutions (for example, the number of students for English Language at CUHK isinstitutions (for example, the number of students for English Language at CUHK isinstitutions (for example, the number of students for English Language at CUHK isinstitutions (for example, the number of students for English Language at CUHK is

not the same as the number at HKU);not the same as the number at HKU);not the same as the number at HKU);not the same as the number at HKU);

(b)(b)(b)(b) difdifdifdifferent levels of studies -- the mix of different levels of studies alsoferent levels of studies -- the mix of different levels of studies alsoferent levels of studies -- the mix of different levels of studies alsoferent levels of studies -- the mix of different levels of studies also

varies from institution to institution.  A course at sub-degree level is cheaper thanvaries from institution to institution.  A course at sub-degree level is cheaper thanvaries from institution to institution.  A course at sub-degree level is cheaper thanvaries from institution to institution.  A course at sub-degree level is cheaper than

the same course at first-degree level which, in turn, is cheaper than the one atthe same course at first-degree level which, in turn, is cheaper than the one atthe same course at first-degree level which, in turn, is cheaper than the one atthe same course at first-degree level which, in turn, is cheaper than the one at

postgraduate level.  This contributes to the relatively higher unit costs at thepostgraduate level.  This contributes to the relatively higher unit costs at thepostgraduate level.  This contributes to the relatively higher unit costs at thepostgraduate level.  This contributes to the relatively higher unit costs at the

universities which focus on first-degree and postgraduate studies;universities which focus on first-degree and postgraduate studies;universities which focus on first-degree and postgraduate studies;universities which focus on first-degree and postgraduate studies;

(c)(c)(c)(c) different staffing costs -- the salary scales for university staff aredifferent staffing costs -- the salary scales for university staff aredifferent staffing costs -- the salary scales for university staff aredifferent staffing costs -- the salary scales for university staff are

currently more favourable than those being applied to the Polytechnics and HKBC; andcurrently more favourable than those being applied to the Polytechnics and HKBC; andcurrently more favourable than those being applied to the Polytechnics and HKBC; andcurrently more favourable than those being applied to the Polytechnics and HKBC; and

(d)(d)(d)(d) different staffing structures� -- student: staff ratios and senior: juniordifferent staffing structures� -- student: staff ratios and senior: juniordifferent staffing structures� -- student: staff ratios and senior: juniordifferent staffing structures� -- student: staff ratios and senior: junior

staff ratios applied to the universities generally are more favourable, commensuratestaff ratios applied to the universities generally are more favourable, commensuratestaff ratios applied to the universities generally are more favourable, commensuratestaff ratios applied to the universities generally are more favourable, commensurate

with their stronger emphases on higher degrees and research.  At a micro-level, anwith their stronger emphases on higher degrees and research.  At a micro-level, anwith their stronger emphases on higher degrees and research.  At a micro-level, anwith their stronger emphases on higher degrees and research.  At a micro-level, an

older faculty/department usually has more "senior" staff remunerated at higher salaryolder faculty/department usually has more "senior" staff remunerated at higher salaryolder faculty/department usually has more "senior" staff remunerated at higher salaryolder faculty/department usually has more "senior" staff remunerated at higher salary

points than a younger faculty/department.  The situation can be further complicatedpoints than a younger faculty/department.  The situation can be further complicatedpoints than a younger faculty/department.  The situation can be further complicatedpoints than a younger faculty/department.  The situation can be further complicated

by the fact that newly-established faculties/departments have different requirementsby the fact that newly-established faculties/departments have different requirementsby the fact that newly-established faculties/departments have different requirementsby the fact that newly-established faculties/departments have different requirements

for front-end loading.for front-end loading.for front-end loading.for front-end loading.

The above examples are intended to be illustrative, rather than exhaustive.  ThisThe above examples are intended to be illustrative, rather than exhaustive.  ThisThe above examples are intended to be illustrative, rather than exhaustive.  ThisThe above examples are intended to be illustrative, rather than exhaustive.  This

demonstrates that unit cost figures are affected by a variety of factors in differentdemonstrates that unit cost figures are affected by a variety of factors in differentdemonstrates that unit cost figures are affected by a variety of factors in differentdemonstrates that unit cost figures are affected by a variety of factors in different



ways.  The UPGC does not assess the recurrent grant requirements on the basis of unitways.  The UPGC does not assess the recurrent grant requirements on the basis of unitways.  The UPGC does not assess the recurrent grant requirements on the basis of unitways.  The UPGC does not assess the recurrent grant requirements on the basis of unit

costs.  Instead, the Committee adopts a zero-based assessment methodology which iscosts.  Instead, the Committee adopts a zero-based assessment methodology which iscosts.  Instead, the Committee adopts a zero-based assessment methodology which iscosts.  Instead, the Committee adopts a zero-based assessment methodology which is

based on a set of uniform resourcing factors for different levels of studies, modesbased on a set of uniform resourcing factors for different levels of studies, modesbased on a set of uniform resourcing factors for different levels of studies, modesbased on a set of uniform resourcing factors for different levels of studies, modes

of attendance and programme areas.  In the interest of institutional autonomy, theof attendance and programme areas.  In the interest of institutional autonomy, theof attendance and programme areas.  In the interest of institutional autonomy, theof attendance and programme areas.  In the interest of institutional autonomy, the

Committee does not disclose its own resourcing factors to the institutions nor doesCommittee does not disclose its own resourcing factors to the institutions nor doesCommittee does not disclose its own resourcing factors to the institutions nor doesCommittee does not disclose its own resourcing factors to the institutions nor does

it give guidance on factors to be used internally.  Each institution exercises itsit give guidance on factors to be used internally.  Each institution exercises itsit give guidance on factors to be used internally.  Each institution exercises itsit give guidance on factors to be used internally.  Each institution exercises its

own discretion in respect of internal allocation of resources (paragraph one aboveown discretion in respect of internal allocation of resources (paragraph one aboveown discretion in respect of internal allocation of resources (paragraph one aboveown discretion in respect of internal allocation of resources (paragraph one above

refers) and its unit costs for different programmes are bound to be different fromrefers) and its unit costs for different programmes are bound to be different fromrefers) and its unit costs for different programmes are bound to be different fromrefers) and its unit costs for different programmes are bound to be different from

those of other institutions.those of other institutions.those of other institutions.those of other institutions.

The student number targets approved by the Government for the seven UPGC-fundedThe student number targets approved by the Government for the seven UPGC-fundedThe student number targets approved by the Government for the seven UPGC-fundedThe student number targets approved by the Government for the seven UPGC-funded

institutions, for the current and the next three academic years, and the correspondinginstitutions, for the current and the next three academic years, and the correspondinginstitutions, for the current and the next three academic years, and the correspondinginstitutions, for the current and the next three academic years, and the corresponding

recurrent grants approved by the Finance Committee of the Legislative Council arerecurrent grants approved by the Finance Committee of the Legislative Council arerecurrent grants approved by the Finance Committee of the Legislative Council arerecurrent grants approved by the Finance Committee of the Legislative Council are

set out at Annex C.  In accordance with normal practice, the institutions will reportset out at Annex C.  In accordance with normal practice, the institutions will reportset out at Annex C.  In accordance with normal practice, the institutions will reportset out at Annex C.  In accordance with normal practice, the institutions will report

on their actual expenditures and the distribution thereof after the close of eachon their actual expenditures and the distribution thereof after the close of eachon their actual expenditures and the distribution thereof after the close of eachon their actual expenditures and the distribution thereof after the close of each

academic year.  Based on the information provided by the institutions, the UPGC willacademic year.  Based on the information provided by the institutions, the UPGC willacademic year.  Based on the information provided by the institutions, the UPGC willacademic year.  Based on the information provided by the institutions, the UPGC will

then be able to work out the unit cost figures at major faculties/departments.then be able to work out the unit cost figures at major faculties/departments.then be able to work out the unit cost figures at major faculties/departments.then be able to work out the unit cost figures at major faculties/departments.

The capital grants released by tThe capital grants released by tThe capital grants released by tThe capital grants released by the UPGC in the past five financial years to thehe UPGC in the past five financial years to thehe UPGC in the past five financial years to thehe UPGC in the past five financial years to the

five UPGC-funded institutions are set out at Annex D.  The capital grants are providedfive UPGC-funded institutions are set out at Annex D.  The capital grants are providedfive UPGC-funded institutions are set out at Annex D.  The capital grants are providedfive UPGC-funded institutions are set out at Annex D.  The capital grants are provided

to the institutions to finance new building projects.  When assessing theto the institutions to finance new building projects.  When assessing theto the institutions to finance new building projects.  When assessing theto the institutions to finance new building projects.  When assessing the

requirements, the UPGC takes into account the total space already made available inrequirements, the UPGC takes into account the total space already made available inrequirements, the UPGC takes into account the total space already made available inrequirements, the UPGC takes into account the total space already made available in

an institution, the lead time required to construct the new buildings and thean institution, the lead time required to construct the new buildings and thean institution, the lead time required to construct the new buildings and thean institution, the lead time required to construct the new buildings and the

Government's budgetary situation.  In all cases, an institution has to start workGovernment's budgetary situation.  In all cases, an institution has to start workGovernment's budgetary situation.  In all cases, an institution has to start workGovernment's budgetary situation.  In all cases, an institution has to start work

and incur expenditure on new projects in advance of, and in anticipation of, plannedand incur expenditure on new projects in advance of, and in anticipation of, plannedand incur expenditure on new projects in advance of, and in anticipation of, plannedand incur expenditure on new projects in advance of, and in anticipation of, planned

student growth in the future years.  Since capital expenditure of the institutionstudent growth in the future years.  Since capital expenditure of the institutionstudent growth in the future years.  Since capital expenditure of the institutionstudent growth in the future years.  Since capital expenditure of the institution

is not tied to the student numbers in the same financial year, it is not practicableis not tied to the student numbers in the same financial year, it is not practicableis not tied to the student numbers in the same financial year, it is not practicableis not tied to the student numbers in the same financial year, it is not practicable

to derive unit cost per fte student.  As many buildings are shared by differentto derive unit cost per fte student.  As many buildings are shared by differentto derive unit cost per fte student.  As many buildings are shared by differentto derive unit cost per fte student.  As many buildings are shared by different

faculties/departments (for example, Library, Canteen, Computer Centre, and so on),faculties/departments (for example, Library, Canteen, Computer Centre, and so on),faculties/departments (for example, Library, Canteen, Computer Centre, and so on),faculties/departments (for example, Library, Canteen, Computer Centre, and so on),

it is also not possible for the institution to disaggregate its capital expenditureit is also not possible for the institution to disaggregate its capital expenditureit is also not possible for the institution to disaggregate its capital expenditureit is also not possible for the institution to disaggregate its capital expenditure

between different faculties/departments or between different types of students.between different faculties/departments or between different types of students.between different faculties/departments or between different types of students.between different faculties/departments or between different types of students.

As regards recurrent expenditure for the schools sector, the unit costs forAs regards recurrent expenditure for the schools sector, the unit costs forAs regards recurrent expenditure for the schools sector, the unit costs forAs regards recurrent expenditure for the schools sector, the unit costs for

different types of schools at various levels are set out at Annex E.different types of schools at various levels are set out at Annex E.different types of schools at various levels are set out at Annex E.different types of schools at various levels are set out at Annex E.

The higher cost per student in government schools when compared to the aidedThe higher cost per student in government schools when compared to the aidedThe higher cost per student in government schools when compared to the aidedThe higher cost per student in government schools when compared to the aided

sector is due mainly to the following reasons:sector is due mainly to the following reasons:sector is due mainly to the following reasons:sector is due mainly to the following reasons:



(a)(a)(a)(a) Government teaching staff are, on average, more experienced and have reachedGovernment teaching staff are, on average, more experienced and have reachedGovernment teaching staff are, on average, more experienced and have reachedGovernment teaching staff are, on average, more experienced and have reached

a higher salary point on the master pay scale; anda higher salary point on the master pay scale; anda higher salary point on the master pay scale; anda higher salary point on the master pay scale; and

(b)(b)(b)(b) Government teaching staff, who are civil servants, are eligible for fringeGovernment teaching staff, who are civil servants, are eligible for fringeGovernment teaching staff, who are civil servants, are eligible for fringeGovernment teaching staff, who are civil servants, are eligible for fringe

benefits, for example, pension, housing allowance, medical and education allowances,benefits, for example, pension, housing allowance, medical and education allowances,benefits, for example, pension, housing allowance, medical and education allowances,benefits, for example, pension, housing allowance, medical and education allowances,

and the staff on cost for these benefits is higher than the average provident fundand the staff on cost for these benefits is higher than the average provident fundand the staff on cost for these benefits is higher than the average provident fundand the staff on cost for these benefits is higher than the average provident fund

contribution made by Government for aided teachers.contribution made by Government for aided teachers.contribution made by Government for aided teachers.contribution made by Government for aided teachers.

The cost per student in Bought Place Schools is loThe cost per student in Bought Place Schools is loThe cost per student in Bought Place Schools is loThe cost per student in Bought Place Schools is lower than in aided schools priorwer than in aided schools priorwer than in aided schools priorwer than in aided schools prior

to 1991-92 due mainly to the lower salaries of staff employed in the former.  Theto 1991-92 due mainly to the lower salaries of staff employed in the former.  Theto 1991-92 due mainly to the lower salaries of staff employed in the former.  Theto 1991-92 due mainly to the lower salaries of staff employed in the former.  The

projected costs of such schools for 1992-93 and beyond include the phasedprojected costs of such schools for 1992-93 and beyond include the phasedprojected costs of such schools for 1992-93 and beyond include the phasedprojected costs of such schools for 1992-93 and beyond include the phased

implementation of various improvement measures, such as the conversion and equippingimplementation of various improvement measures, such as the conversion and equippingimplementation of various improvement measures, such as the conversion and equippingimplementation of various improvement measures, such as the conversion and equipping

of special rooms, improvements to the teacher class ratio and teachers' promotionof special rooms, improvements to the teacher class ratio and teachers' promotionof special rooms, improvements to the teacher class ratio and teachers' promotionof special rooms, improvements to the teacher class ratio and teachers' promotion

prospects.  These explain the relatively large increases in the projected unit costs.prospects.  These explain the relatively large increases in the projected unit costs.prospects.  These explain the relatively large increases in the projected unit costs.prospects.  These explain the relatively large increases in the projected unit costs.

The amount of subsidy payable in respect of students attending DirectThe amount of subsidy payable in respect of students attending DirectThe amount of subsidy payable in respect of students attending DirectThe amount of subsidy payable in respect of students attending Direct Subsidy Subsidy Subsidy Subsidy

Scheme schools is based on a banding system.  Schools charging fees not exceedingScheme schools is based on a banding system.  Schools charging fees not exceedingScheme schools is based on a banding system.  Schools charging fees not exceedingScheme schools is based on a banding system.  Schools charging fees not exceeding

the standard fee of an aided school together with an additional fee up to thethe standard fee of an aided school together with an additional fee up to thethe standard fee of an aided school together with an additional fee up to thethe standard fee of an aided school together with an additional fee up to the

equivalent of two-thirds of the unit cost of an aided place would receive the fullequivalent of two-thirds of the unit cost of an aided place would receive the fullequivalent of two-thirds of the unit cost of an aided place would receive the fullequivalent of two-thirds of the unit cost of an aided place would receive the full

subsidy; these are termed Band I schools. Schools which charge additional feessubsidy; these are termed Band I schools. Schools which charge additional feessubsidy; these are termed Band I schools. Schools which charge additional feessubsidy; these are termed Band I schools. Schools which charge additional fees

equivalent to or more than one and five-twelfths of the unit cost of an aided placeequivalent to or more than one and five-twelfths of the unit cost of an aided placeequivalent to or more than one and five-twelfths of the unit cost of an aided placeequivalent to or more than one and five-twelfths of the unit cost of an aided place

(in addition to the standard fees charged for aided schools) would receive one-quarter(in addition to the standard fees charged for aided schools) would receive one-quarter(in addition to the standard fees charged for aided schools) would receive one-quarter(in addition to the standard fees charged for aided schools) would receive one-quarter

of the maximum subsidy (Band III schools).of the maximum subsidy (Band III schools).of the maximum subsidy (Band III schools).of the maximum subsidy (Band III schools).

The unit costs/subsidy for kindergartens and child care centres are strictly notThe unit costs/subsidy for kindergartens and child care centres are strictly notThe unit costs/subsidy for kindergartens and child care centres are strictly notThe unit costs/subsidy for kindergartens and child care centres are strictly not

comparable because the purpose for which funds are provided by Government to eachcomparable because the purpose for which funds are provided by Government to eachcomparable because the purpose for which funds are provided by Government to eachcomparable because the purpose for which funds are provided by Government to each

type of institution is different.  The Government subvention for kindergartenstype of institution is different.  The Government subvention for kindergartenstype of institution is different.  The Government subvention for kindergartenstype of institution is different.  The Government subvention for kindergartens

comprises the refund of rent and rates to non-profit making kindergartens and, sincecomprises the refund of rent and rates to non-profit making kindergartens and, sincecomprises the refund of rent and rates to non-profit making kindergartens and, sincecomprises the refund of rent and rates to non-profit making kindergartens and, since

September 1990, fee remission for eligible kindergarten children, which replaced theSeptember 1990, fee remission for eligible kindergarten children, which replaced theSeptember 1990, fee remission for eligible kindergarten children, which replaced theSeptember 1990, fee remission for eligible kindergarten children, which replaced the

previous fee assistance scheme.  In 1991-92 the average fee remission for successfulprevious fee assistance scheme.  In 1991-92 the average fee remission for successfulprevious fee assistance scheme.  In 1991-92 the average fee remission for successfulprevious fee assistance scheme.  In 1991-92 the average fee remission for successful

applicants is $1,893 per annum.  The figures for Child Care Centres represent theapplicants is $1,893 per annum.  The figures for Child Care Centres represent theapplicants is $1,893 per annum.  The figures for Child Care Centres represent theapplicants is $1,893 per annum.  The figures for Child Care Centres represent the

weighted average of both day nurseries and creches.  Day nurseries provide full-weighted average of both day nurseries and creches.  Day nurseries provide full-weighted average of both day nurseries and creches.  Day nurseries provide full-weighted average of both day nurseries and creches.  Day nurseries provide full-

day care, and Government provides fee assistance equivalent to $697 per month, whereasday care, and Government provides fee assistance equivalent to $697 per month, whereasday care, and Government provides fee assistance equivalent to $697 per month, whereasday care, and Government provides fee assistance equivalent to $697 per month, whereas

creches, which provide for babies between 0-2, receive government subvention coveringcreches, which provide for babies between 0-2, receive government subvention coveringcreches, which provide for babies between 0-2, receive government subvention coveringcreches, which provide for babies between 0-2, receive government subvention covering

65% of the operating cost.65% of the operating cost.65% of the operating cost.65% of the operating cost.



Annex AAnnex AAnnex AAnnex A

Recurrent Grants Disbursed to theRecurrent Grants Disbursed to theRecurrent Grants Disbursed to theRecurrent Grants Disbursed to the

UPGC-funded Institutions, 1986-87 to 1990-91UPGC-funded Institutions, 1986-87 to 1990-91UPGC-funded Institutions, 1986-87 to 1990-91UPGC-funded Institutions, 1986-87 to 1990-91

1986-871986-871986-871986-87 1987-881987-881987-881987-88 1988-891988-891988-891988-89 1989-901989-901989-901989-90 1919191990-9190-9190-9190-91

TotalTotalTotalTotal UnitUnitUnitUnit TotalTotalTotalTotal UnitUnitUnitUnit TotalTotalTotalTotal UnitUnitUnitUnit TotalTotalTotalTotal UnitUnitUnitUnit TotalTotalTotalTotal UnitUnitUnitUnit

grantgrantgrantgrant grantgrantgrantgrant grantgrantgrantgrant grantgrantgrantgrant grantgrantgrantgrant grantgrantgrantgrant grantgrantgrantgrant grantgrantgrantgrant grantgrantgrantgrant

grantgrantgrantgrant

$m$m$m$m $$$$ $m$m$m$m $$$$ $m$m$m$m $$$$ $m$m$m$m $$$$ $m$m$m$m $$$$

HKUHKUHKUHKU 578.794578.794578.794578.794 79,11379,11379,11379,113 638.873638.873638.873638.873 83,53583,53583,53583,535 714.247714.247714.247714.247 91,28991,28991,28991,289 836.814836.814836.814836.814 105,725105,725105,725105,725 971.994971.994971.994971.994

120,475120,475120,475120,475

CUHKCUHKCUHKCUHK 445.487445.487445.487445.487 67,62167,62167,62167,621 494949493.3673.3673.3673.367 71,19371,19371,19371,193 581.003581.003581.003581.003 80,27180,27180,27180,271 698.439698.439698.439698.439 90,64890,64890,64890,648 840.302840.302840.302840.302

101,192101,192101,192101,192

HKPHKPHKPHKP 514.858514.858514.858514.858 39,91139,91139,91139,911 553.782553.782553.782553.782 41,79541,79541,79541,795 646.554646.554646.554646.554 46,78746,78746,78746,787 746.033746.033746.033746.033 52,64952,64952,64952,649 858.059858.059858.059858.059

60,75660,75660,75660,756

CPHKCPHKCPHKCPHK 171.648171.648171.648171.648 58,50358,50358,50358,503 202.273202.273202.273202.273 55,84655,84655,84655,846 313.650313.650313.650313.650 65,43965,43965,43965,439 455.847455.847455.847455.847 70,93870,93870,93870,938 601.141601.141601.141601.141

73,50773,50773,50773,507

HKBCHKBCHKBCHKBC 87.65487.65487.65487.654 37,71737,71737,71737,717 102.430102.430102.430102.430 39,87239,87239,87239,872 111142.89542.89542.89542.895 52,32352,32352,32352,323 181.561181.561181.561181.561 60,29960,29960,29960,299 224.114224.114224.114224.114

68,22368,22368,22368,223



Annex BAnnex BAnnex BAnnex B

Unit costs for full-time equivalent studentUnit costs for full-time equivalent studentUnit costs for full-time equivalent studentUnit costs for full-time equivalent student

at the UPGC-funded Institutions, 1988-89 to 1990-91at the UPGC-funded Institutions, 1988-89 to 1990-91at the UPGC-funded Institutions, 1988-89 to 1990-91at the UPGC-funded Institutions, 1988-89 to 1990-91

(A)(A)(A)(A) HKUHKUHKUHKU

1988-891988-891988-891988-89 1989-901989-901989-901989-90 1990-911990-911990-911990-91

$$$$ $$$$ $$$$

ArtsArtsArtsArts 92,15292,15292,15292,152 100,645100,645100,645100,645 111,289111,289111,289111,289

EducationEducationEducationEducation 100,198100,198100,198100,198 111111117,2977,2977,2977,297 131,595131,595131,595131,595

Social SciencesSocial SciencesSocial SciencesSocial Sciences 83,49783,49783,49783,497 85,70285,70285,70285,702 92,63992,63992,63992,639

LawLawLawLaw 85,58785,58785,58785,587 89,98489,98489,98489,984 96,26796,26796,26796,267

ScienceScienceScienceScience 123,560123,560123,560123,560 124,458124,458124,458124,458 138,170138,170138,170138,170

EngineeringEngineeringEngineeringEngineering 98,62898,62898,62898,628 103,455103,455103,455103,455 124,105124,105124,105124,105

ArchitectureArchitectureArchitectureArchitecture 114,822114,822114,822114,822 117,904117,904117,904117,904 122,956122,956122,956122,956

MedicineMedicineMedicineMedicine 251,273251,273251,273251,273 250,419250,419250,419250,419 272,013272,013272,013272,013 ---------------------------------------- ---------------------------------------- --------------------------------

--------

OOOOverallverallverallverall 121,791121,791121,791121,791 131,412131,412131,412131,412 144,274144,274144,274144,274

======================== ======================== ========================

(B)(B)(B)(B) CUHKCUHKCUHKCUHK

1988-891988-891988-891988-89 1989-901989-901989-901989-90 1990-911990-911990-911990-91

$$$$ $$$$ $$$$

ArtsArtsArtsArts 69,51969,51969,51969,519 70,01870,01870,01870,018 77,04877,04877,04877,048

EducationEducationEducationEducation 84,35084,35084,35084,350 90,32390,32390,32390,323 95,29895,29895,29895,298

Business AdministrationBusiness AdministrationBusiness AdministrationBusiness Administration 59,80459,80459,80459,804 65,28165,28165,28165,281 73,35773,35773,35773,357

Social ScienceSocial ScienceSocial ScienceSocial Science 72,90072,90072,90072,900 76,39176,39176,39176,391 83,55983,55983,55983,559

ScienceScienceScienceScience 93,93,93,93,806806806806 82,49282,49282,49282,492 109,961109,961109,961109,961

MedicineMedicineMedicineMedicine 243,268243,268243,268243,268 279,165279,165279,165279,165 291,722291,722291,722291,722

EngineeringEngineeringEngineeringEngineering ---- ---- 103,979103,979103,979103,979

---------------------------------------- ---------------------------------------- ----------------------------------------



OverallOverallOverallOverall 89,56089,56089,56089,560 95,95595,95595,95595,955 104,319104,319104,319104,319

======================== ======================== ========================

(C)(C)(C)(C) HKPHKPHKPHKP

1988-891988-891988-891988-89 1989-901989-901989-901989-90 1990-911990-911990-911990-91

$$$$ $$$$ $$$$

Applied Science & TextilesApplied Science & TextilesApplied Science & TextilesApplied Science & Textiles 47,51147,51147,51147,511 59,71659,71659,71659,716 69,82369,82369,82369,823

Business & Information SystemBusiness & Information SystemBusiness & Information SystemBusiness & Information System ---- ---- 61,53161,53161,53161,531

Construction & Land UseConstruction & Land UseConstruction & Land UseConstruction & Land Use 50,58650,58650,58650,586 60,09160,09160,09160,091 60,68060,68060,68060,680

EngineeringEngineeringEngineeringEngineering 50,31050,31050,31050,310 58,97258,97258,97258,972 60,84260,84260,84260,842

Health & Social StudiesHealth & Social StudiesHealth & Social StudiesHealth & Social Studies 58,28358,28358,28358,283 68,45768,45768,45768,457 68,34668,34668,34668,346

CommunicationCommunicationCommunicationCommunication 65,09165,09165,09165,091 76,08976,08976,08976,089 80,69180,69180,69180,691

------------------------------------ ------------------------------------ ------------------------------------

OverallOverallOverallOverall 52,52,52,52,356356356356 64,42064,42064,42064,420 67,95867,95867,95867,958

======================== ======================== ========================

(D)(D)(D)(D) CPHKCPHKCPHKCPHK

1988-891988-891988-891988-89 1989-901989-901989-901989-90 1990-911990-911990-911990-91

$$$$ $$$$ $$$$

AccountancyAccountancyAccountancyAccountancy 55,57955,57955,57955,579 74,97874,97874,97874,978 73,76473,76473,76473,764

Applied LinguisticsApplied LinguisticsApplied LinguisticsApplied Linguistics ---- 109,388109,388109,388109,388 103,561103,561103,561103,561

Applied MathematicsApplied MathematicsApplied MathematicsApplied Mathematics 87,97387,97387,97387,973 100,067100,067100,067100,067 91,61391,61391,61391,613

Applied ScienceApplied ScienceApplied ScienceApplied Science 74,36074,36074,36074,360 92,45592,45592,45592,455 80,02480,02480,02480,024

Applied SociApplied SociApplied SociApplied Social Studiesal Studiesal Studiesal Studies 88,77588,77588,77588,775 125,291125,291125,291125,291 136,050136,050136,050136,050

Bldg. & ConstructionBldg. & ConstructionBldg. & ConstructionBldg. & Construction 60,34460,34460,34460,344 75,75575,75575,75575,755 74,70974,70974,70974,709

Business & ManagementBusiness & ManagementBusiness & ManagementBusiness & Management 58,35558,35558,35558,355 68,80668,80668,80668,806 70,02970,02970,02970,029

Computer StudiesComputer StudiesComputer StudiesComputer Studies 59,16859,16859,16859,168 81,09981,09981,09981,099 73,10873,10873,10873,108

Electronic EngineeringElectronic EngineeringElectronic EngineeringElectronic Engineering 65,74665,74665,74665,746 76,89676,89676,89676,896 78,38378,38378,38378,383

Information SystemsInformation SystemsInformation SystemsInformation Systems ---- ---- 390,362390,362390,362390,362



LawLawLawLaw 128,260128,260128,260128,260 115,8115,8115,8115,800000000 101,694101,694101,694101,694

Manufacturing EngineeringManufacturing EngineeringManufacturing EngineeringManufacturing Engineering 86,50986,50986,50986,509 83,32983,32983,32983,329 77,06077,06077,06077,060

Public & Social Admin.Public & Social Admin.Public & Social Admin.Public & Social Admin. 54,78154,78154,78154,781 74,15474,15474,15474,154 71,56271,56271,56271,562

------------------------------------ ------------------------------------ ------------------------------------

OverallOverallOverallOverall 66,47466,47466,47466,474 84,80984,80984,80984,809 83,88083,88083,88083,880

======================== ======================== ========================

(E)(E)(E)(E) HKBCHKBCHKBCHKBC

1988-891988-891988-891988-89 1989-901989-901989-901989-90 1990-911990-911990-911990-91

$$$$ $$$$ $$$$

Arts (incl. Pre-Arts (incl. Pre-Arts (incl. Pre-Arts (incl. Pre-music)music)music)music) 56,06256,06256,06256,062 62,87762,87762,87762,877 68,54368,54368,54368,543

BusinessBusinessBusinessBusiness 50,88650,88650,88650,886 58,68358,68358,68358,683 60,89160,89160,89160,891

ScienceScienceScienceScience 74,92174,92174,92174,921 105,637105,637105,637105,637 111,941111,941111,941111,941

Social SciencesSocial SciencesSocial SciencesSocial Sciences 53,00653,00653,00653,006 61,71861,71861,71861,718 72,06272,06272,06272,062

------------------------------------ ------------------------------------ ------------------------------------

OverallOverallOverallOverall 57,66957,66957,66957,669 70,17070,17070,17070,170 76,11176,11176,11176,111

======================== ======================== ========================

Annex CAnnex CAnnex CAnnex C

Approved Student Number Targets and Recurrent GrantsApproved Student Number Targets and Recurrent GrantsApproved Student Number Targets and Recurrent GrantsApproved Student Number Targets and Recurrent Grants

for the UPGC-funded Institutions, 1991-92 to 1994-95for the UPGC-funded Institutions, 1991-92 to 1994-95for the UPGC-funded Institutions, 1991-92 to 1994-95for the UPGC-funded Institutions, 1991-92 to 1994-95

1991-921991-921991-921991-92 1992-931992-931992-931992-93 1993-941993-941993-941993-94 1994-951994-951994-951994-95

NumbersNumbersNumbersNumbers GrantsGrantsGrantsGrants NumbersNumbersNumbersNumbers GrantsGrantsGrantsGrants NumbersNumbersNumbersNumbers GrantsGrantsGrantsGrants NumbersNumbersNumbersNumbers GrantsGrantsGrantsGrants

(fte)(fte)(fte)(fte) $m $m $m $m (fte)  (fte)  (fte)  (fte)  $m$m$m$m (fte)(fte)(fte)(fte) $m$m$m$m (fte)(fte)(fte)(fte) $m$m$m$m

HKUHKUHKUHKU 8 8998 8998 8998 899 1,123.9281,123.9281,123.9281,123.928 9 6909 6909 6909 690 1,317.2491,317.2491,317.2491,317.249 10 510 510 510 588888888 1,393.9451,393.9451,393.9451,393.945 11 50011 50011 50011 500

1,438.1541,438.1541,438.1541,438.154



CUHKCUHKCUHKCUHK 9 0389 0389 0389 038 973.224973.224973.224973.224 9 8879 8879 8879 887 1,206.3591,206.3591,206.3591,206.359 10 70010 70010 70010 700 1,248.0221,248.0221,248.0221,248.022 11 53511 53511 53511 535

1,259.1901,259.1901,259.1901,259.190

HKUSTHKUSTHKUSTHKUST 700700700700 302.471302.471302.471302.471 1 8401 8401 8401 840 621.794621.794621.794621.794 3 4503 4503 4503 450 836.241836.241836.241836.241 5 0705 0705 0705 070 995.741995.741995.741995.741

HKPHKPHKPHKP 13 88113 88113 88113 881 922.527922.527922.527922.527 13 78513 78513 78513 785 1,067.3231,067.3231,067.3231,067.323 13 60613 60613 60613 606 1,009.6331,009.6331,009.6331,009.633 13 54413 54413 54413 544 927.772927.772927.772927.772

CPHKCPHKCPHKCPHK 9 0749 0749 0749 074 720.414720.414720.414720.414 9 9109 9109 9109 910 757.860757.860757.860757.860 10 83510 83510 83510 835 790.922790.922790.922790.922 11 70011 70011 70011 700 779.997779.997779.997779.997

HKBCHKBCHKBCHKBC 3 3063 3063 3063 306 254.243254.243254.243254.243 3 5323 5323 5323 532 302.945302.945302.945302.945 3 7763 7763 7763 776 303.891303.891303.891303.891 4 0234 0234 0234 023 292.030292.030292.030292.030

LCLCLCLC 1 3501 3501 3501 350 84.32084.32084.32084.320 1 5041 5041 5041 504 113.244113.244113.244113.244 1 6571 6571 6571 657 119.141119.141119.141119.141 1 8061 8061 8061 806 115.563115.563115.563115.563

EarmarkedEarmarkedEarmarkedEarmarked 100.000100.000100.000100.000 122.000122.000122.000122.000 144.000144.000144.000144.000 144.000144.000144.000144.000

ResearchResearchResearchResearch

GrantGrantGrantGrant

UPGCUPGCUPGCUPGC 4.7504.7504.7504.750 20.25520.25520.25520.255 277.205277.205277.205277.205 595959595.5245.5245.5245.524

CentralCentralCentralCentral

AllocationAllocationAllocationAllocation

------------------------------------ -------------------------------------------------------- ------------------------------------ ---------------------------------------------------- -------------------------------- ----------------

---------------------------------------- -------------------------------- ------------------------------------------------

TotalTotalTotalTotal 46 24846 24846 24846 248 4,485.8774,485.8774,485.8774,485.877 50 14850 14850 14850 148 5,529.0295,529.0295,529.0295,529.029 54 61254 61254 61254 612 6,123.0006,123.0006,123.0006,123.000 59 17859 17859 17859 178

6,547.9716,547.9716,547.9716,547.971

======================== ================================ ======================== ================================ ======================== ================================ ========================

================================

Annex DAnnex DAnnex DAnnex D

Capital grants released to theCapital grants released to theCapital grants released to theCapital grants released to the

UPGC-funded Institutions, 1986-87 to 1990-91UPGC-funded Institutions, 1986-87 to 1990-91UPGC-funded Institutions, 1986-87 to 1990-91UPGC-funded Institutions, 1986-87 to 1990-91

1986-871986-871986-871986-87 1987-881987-881987-881987-88 1988-891988-891988-891988-89 1989-901989-901989-901989-90 1990-911990-911990-911990-91



$m$m$m$m $m$m$m$m $m$m$m$m $m$m$m$m $m$m$m$m

HKUHKUHKUHKU 58.18458.18458.18458.184 77.90077.90077.90077.900 87.34587.34587.34587.345 79.96579.96579.96579.965 101.900101.900101.900101.900

CUHKCUHKCUHKCUHK 17.53017.53017.53017.530 21.00321.00321.00321.003 19.66419.66419.66419.664 25.00725.00725.00725.007 47.41047.41047.41047.410

HKPHKPHKPHKP 53.12853.12853.12853.128 32.532.532.532.530303030 97.14097.14097.14097.140 120.857120.857120.857120.857 110.579110.579110.579110.579

CPHKCPHKCPHKCPHK 35.50535.50535.50535.505 141.231141.231141.231141.231 385.236385.236385.236385.236 302.832302.832302.832302.832 83.88183.88183.88183.881

HKBCHKBCHKBCHKBC 8.7788.7788.7788.778 13.63113.63113.63113.631 76.88376.88376.88376.883 139.914139.914139.914139.914 88.29988.29988.29988.299

---------------------------------------- ---------------------------------------- ---------------------------------------- ---------------------------------------- ----------------------------------------

TotalTotalTotalTotal 173.125173.125173.125173.125 286.295286.295286.295286.295 666.268666.268666.268666.268 668.575668.575668.575668.575 432.069432.069432.069432.069

======================== ======================== ======================== ======================== ========================

Annex EAnnex EAnnex EAnnex E

Unit Costs for Different Types of SchoolsUnit Costs for Different Types of SchoolsUnit Costs for Different Types of SchoolsUnit Costs for Different Types of Schools

1986-871986-871986-871986-87 1987-881987-881987-881987-88 1988-891988-891988-891988-89 1989-901989-901989-901989-90 1990-911990-911990-911990-91 1991-921991-921991-921991-92 1992-931992-931992-931992-93 1993-941993-941993-941993-94 1994-951994-951994-951994-95

$$$$ $$$$ $$$$ $$$$ $$$$ $$$$ $$$$ $$$$ $$$$

SECONDARYSECONDARYSECONDARYSECONDARY

a)a)a)a) GovernmentGovernmentGovernmentGovernment 11,87911,87911,87911,879 12,90212,90212,90212,902 14,55314,55314,55314,553 17,17917,17917,17917,179 19,65419,65419,65419,654 21,36121,36121,36121,361 21,41021,41021,41021,410 21,46521,46521,46521,465

21,43921,43921,43921,439

secondary schoolssecondary schoolssecondary schoolssecondary schools

b)b)b)b) AidedAidedAidedAided secondary secondary secondary secondary 7,1607,1607,1607,160 7,7047,7047,7047,704 8,7178,7178,7178,717 10,38310,38310,38310,383 12,39612,39612,39612,396 13,61013,61013,61013,610 13,50013,50013,50013,500

13,45813,45813,45813,458 13,33613,33613,33613,336

schoolsschoolsschoolsschools

c)c)c)c) Private schoolsPrivate schoolsPrivate schoolsPrivate schools 4,1644,1644,1644,164 5,3325,3325,3325,332 6,5156,5156,5156,515 8,6178,6178,6178,617 10,71310,71310,71310,713 13,14413,14413,14413,144 14,31614,31614,31614,316

14,83914,83914,83914,839 15,59415,59415,59415,594

with bought placeswith bought placeswith bought placeswith bought places

d)d)d)d) Schools under theSchools under theSchools under theSchools under the

Direct Subsidy SchemeDirect Subsidy SchemeDirect Subsidy SchemeDirect Subsidy Scheme

 (DSS) (DSS) (DSS) (DSS)

 (i)  Band I (i)  Band I (i)  Band I (i)  Band I N.A.N.A.N.A.N.A. N.A.N.A.N.A.N.A. N.A.N.A.N.A.N.A. N.A.N.A.N.A.N.A. N.A.N.A.N.A.N.A. 13,59613,59613,59613,596 13,48713,48713,48713,487

13,44513,44513,44513,445 13,32313,32313,32313,323



(ii)  Band II(ii)  Band II(ii)  Band II(ii)  Band II N.A.N.A.N.A.N.A. N.A.N.A.N.A.N.A. N.A.N.A.N.A.N.A. N.A.N.A.N.A.N.A. N.A.N.A.N.A.N.A. 3,3993,3993,3993,399 3,3723,3723,3723,372

3,3613,3613,3613,361 3,3313,3313,3313,331

PRIMARYPRIMARYPRIMARYPRIMARY

a)a)a)a) GovernmentGovernmentGovernmentGovernment 6,6636,6636,6636,663 7,3217,3217,3217,321 7,9607,9607,9607,960 9,2989,2989,2989,298 10,90210,90210,90210,902 12,41212,41212,41212,412 12,39612,39612,39612,396 12,37112,37112,37112,371

12,34312,34312,34312,343

primary schoolsprimary schoolsprimary schoolsprimary schools

b)b)b)b) Aided primaryAided primaryAided primaryAided primary 4,8984,8984,8984,898 5,2085,2085,2085,208 5,8055,8055,8055,805 6,8436,8436,8436,843 8,0348,0348,0348,034 8,9748,9748,9748,974 8,9558,9558,9558,955

8,9228,9228,9228,922 8,8878,8878,8878,887

schoolsschoolsschoolsschools

PRE-PRIMARYPRE-PRIMARYPRE-PRIMARYPRE-PRIMARY

a)a)a)a) KindergartensKindergartensKindergartensKindergartens 194194194194 227227227227 261261261261 318318318318 407407407407 487487487487 487487487487 487487487487 487487487487

b)b)b)b) Child care centresChild care centresChild care centresChild care centres 2,5642,5642,5642,564 2,6532,6532,6532,653 2,6482,6482,6482,648 2,9502,9502,9502,950 3,4703,4703,4703,470 3,9613,9613,9613,961 4,0594,0594,0594,059

4,0254,0254,0254,025 4,0164,0164,0164,016

NoteNoteNoteNote (1)(1)(1)(1) All figures are on a financial year basis.All figures are on a financial year basis.All figures are on a financial year basis.All figures are on a financial year basis.

(2)(2)(2)(2) The figures for 1986-The figures for 1986-The figures for 1986-The figures for 1986-87 to 1991-92 are actual figures while those for 1992-9387 to 1991-92 are actual figures while those for 1992-9387 to 1991-92 are actual figures while those for 1992-9387 to 1991-92 are actual figures while those for 1992-93

to 1994-95 are projected figures based on 1991-92 price levels.to 1994-95 are projected figures based on 1991-92 price levels.to 1994-95 are projected figures based on 1991-92 price levels.to 1994-95 are projected figures based on 1991-92 price levels.

Oxygen injection schemeOxygen injection schemeOxygen injection schemeOxygen injection scheme

14.14.14.14. MR FRED LI asked: The Environmental Protection Department has recently revealedMR FRED LI asked: The Environmental Protection Department has recently revealedMR FRED LI asked: The Environmental Protection Department has recently revealedMR FRED LI asked: The Environmental Protection Department has recently revealed

that the oxygen injection scheme was not effective in bringing about improvement tothat the oxygen injection scheme was not effective in bringing about improvement tothat the oxygen injection scheme was not effective in bringing about improvement tothat the oxygen injection scheme was not effective in bringing about improvement to

the long-standing problem of water pollution in the Kowloon Bay Typhoon Shelter.the long-standing problem of water pollution in the Kowloon Bay Typhoon Shelter.the long-standing problem of water pollution in the Kowloon Bay Typhoon Shelter.the long-standing problem of water pollution in the Kowloon Bay Typhoon Shelter.

Will the Government inform this Council:Will the Government inform this Council:Will the Government inform this Council:Will the Government inform this Council:

(a)(a)(a)(a) why public money should continue to be spent on implementing this swhy public money should continue to be spent on implementing this swhy public money should continue to be spent on implementing this swhy public money should continue to be spent on implementing this schemechemechemecheme

although environmental protection bodies and district board members had expressedalthough environmental protection bodies and district board members had expressedalthough environmental protection bodies and district board members had expressedalthough environmental protection bodies and district board members had expressed

reservation about the effectiveness of the scheme;reservation about the effectiveness of the scheme;reservation about the effectiveness of the scheme;reservation about the effectiveness of the scheme;

(b)(b)(b)(b) whether it has examined the causes for the failure of the scheme, and if so,whether it has examined the causes for the failure of the scheme, and if so,whether it has examined the causes for the failure of the scheme, and if so,whether it has examined the causes for the failure of the scheme, and if so,

whether the relevant details can be provided to this Council for information; andwhether the relevant details can be provided to this Council for information; andwhether the relevant details can be provided to this Council for information; andwhether the relevant details can be provided to this Council for information; and



(c)(c)(c)(c) how much money has been spent on the oxygen injection scheme and when thehow much money has been spent on the oxygen injection scheme and when thehow much money has been spent on the oxygen injection scheme and when thehow much money has been spent on the oxygen injection scheme and when the

scheme has ceased to operate?scheme has ceased to operate?scheme has ceased to operate?scheme has ceased to operate?

SECRETARY FOR PLANNING, ENVIRONMENT AND LANDS: Mr Deputy President,SECRETARY FOR PLANNING, ENVIRONMENT AND LANDS: Mr Deputy President,SECRETARY FOR PLANNING, ENVIRONMENT AND LANDS: Mr Deputy President,SECRETARY FOR PLANNING, ENVIRONMENT AND LANDS: Mr Deputy President,

(a)(a)(a)(a) The oxygen injection sThe oxygen injection sThe oxygen injection sThe oxygen injection scheme ceased operation in July 1991.cheme ceased operation in July 1991.cheme ceased operation in July 1991.cheme ceased operation in July 1991.

        

(b)(b)(b)(b) Yes, Mr Deputy President.  The Government has examined the causes, and I willYes, Mr Deputy President.  The Government has examined the causes, and I willYes, Mr Deputy President.  The Government has examined the causes, and I willYes, Mr Deputy President.  The Government has examined the causes, and I will

ensure that members of this Council receive the relevant details.ensure that members of this Council receive the relevant details.ensure that members of this Council receive the relevant details.ensure that members of this Council receive the relevant details.

(c)(c)(c)(c) The project cost of the oxygen injection scheme was $6.2 milliThe project cost of the oxygen injection scheme was $6.2 milliThe project cost of the oxygen injection scheme was $6.2 milliThe project cost of the oxygen injection scheme was $6.2 million and theon and theon and theon and the

annual recurrent cost was $4.3 million. The project ceased in July 1991.annual recurrent cost was $4.3 million. The project ceased in July 1991.annual recurrent cost was $4.3 million. The project ceased in July 1991.annual recurrent cost was $4.3 million. The project ceased in July 1991.

Security installations in public housing blocksSecurity installations in public housing blocksSecurity installations in public housing blocksSecurity installations in public housing blocks

15.15.15.15. MR FRED LI asked: Will the Government inform this Council:MR FRED LI asked: Will the Government inform this Council:MR FRED LI asked: Will the Government inform this Council:MR FRED LI asked: Will the Government inform this Council:

(a)(a)(a)(a) what factors the Housing Department had taken into awhat factors the Housing Department had taken into awhat factors the Housing Department had taken into awhat factors the Housing Department had taken into account in making itsccount in making itsccount in making itsccount in making its

earlier decision to allocate funds for security installations in Trident II blocks;earlier decision to allocate funds for security installations in Trident II blocks;earlier decision to allocate funds for security installations in Trident II blocks;earlier decision to allocate funds for security installations in Trident II blocks;

(b)(b)(b)(b) of the reasons for the recent decision to reject the allocation of funds forof the reasons for the recent decision to reject the allocation of funds forof the reasons for the recent decision to reject the allocation of funds forof the reasons for the recent decision to reject the allocation of funds for

security installations in Trident III and the linear rental blocks; andsecurity installations in Trident III and the linear rental blocks; andsecurity installations in Trident III and the linear rental blocks; andsecurity installations in Trident III and the linear rental blocks; and

(c)(c)(c)(c) whether the Housing Department had taken into consideration the prevailingwhether the Housing Department had taken into consideration the prevailingwhether the Housing Department had taken into consideration the prevailingwhether the Housing Department had taken into consideration the prevailing

crime statistics of the two types of blocks in making both decisions and if so, whethercrime statistics of the two types of blocks in making both decisions and if so, whethercrime statistics of the two types of blocks in making both decisions and if so, whethercrime statistics of the two types of blocks in making both decisions and if so, whether

this Council can be provided with the statistics and a comparative analysis?this Council can be provided with the statistics and a comparative analysis?this Council can be provided with the statistics and a comparative analysis?this Council can be provided with the statistics and a comparative analysis?

SECRETARY FOR PLANNING, ENVIRONMENT AND LANDS: Mr Deputy President, the securitySECRETARY FOR PLANNING, ENVIRONMENT AND LANDS: Mr Deputy President, the securitySECRETARY FOR PLANNING, ENVIRONMENT AND LANDS: Mr Deputy President, the securitySECRETARY FOR PLANNING, ENVIRONMENT AND LANDS: Mr Deputy President, the security

installations referred to in part (a) of the question are additional grilles.  Theyinstallations referred to in part (a) of the question are additional grilles.  Theyinstallations referred to in part (a) of the question are additional grilles.  Theyinstallations referred to in part (a) of the question are additional grilles.  They

were fitted not only to Trident II blocks but also to Trident III and Linear blockswere fitted not only to Trident II blocks but also to Trident III and Linear blockswere fitted not only to Trident II blocks but also to Trident III and Linear blockswere fitted not only to Trident II blocks but also to Trident III and Linear blocks

at the same time in 1988. The reason for the improvement works to all these threeat the same time in 1988. The reason for the improvement works to all these threeat the same time in 1988. The reason for the improvement works to all these threeat the same time in 1988. The reason for the improvement works to all these three

block types was to enhance their safety and security.block types was to enhance their safety and security.block types was to enhance their safety and security.block types was to enhance their safety and security.

The design of the subsequent Trident III and Linear blocks was improved, andThe design of the subsequent Trident III and Linear blocks was improved, andThe design of the subsequent Trident III and Linear blocks was improved, andThe design of the subsequent Trident III and Linear blocks was improved, and



according to tenants' feedback, became no longer as prone to easy external accessaccording to tenants' feedback, became no longer as prone to easy external accessaccording to tenants' feedback, became no longer as prone to easy external accessaccording to tenants' feedback, became no longer as prone to easy external access

as before.  The Housing Authority's recent decision not to allocate a further $15as before.  The Housing Authority's recent decision not to allocate a further $15as before.  The Housing Authority's recent decision not to allocate a further $15as before.  The Housing Authority's recent decision not to allocate a further $15

million to install additional grilles in the latter two block types took into accountmillion to install additional grilles in the latter two block types took into accountmillion to install additional grilles in the latter two block types took into accountmillion to install additional grilles in the latter two block types took into account

the improved block design and the relatively low number of burglary cases there, asthe improved block design and the relatively low number of burglary cases there, asthe improved block design and the relatively low number of burglary cases there, asthe improved block design and the relatively low number of burglary cases there, as

well as the fact that all windows are already provided with anti-burglary bars.  Itwell as the fact that all windows are already provided with anti-burglary bars.  Itwell as the fact that all windows are already provided with anti-burglary bars.  Itwell as the fact that all windows are already provided with anti-burglary bars.  It

has, however, agreed to provide a standard drawing for tenants who may wish to installhas, however, agreed to provide a standard drawing for tenants who may wish to installhas, however, agreed to provide a standard drawing for tenants who may wish to installhas, however, agreed to provide a standard drawing for tenants who may wish to install

additional metal grilles outside the flower box at their own expense.additional metal grilles outside the flower box at their own expense.additional metal grilles outside the flower box at their own expense.additional metal grilles outside the flower box at their own expense.

In reviewing the adequacy or otherwise of anti-burglary measures for these threeIn reviewing the adequacy or otherwise of anti-burglary measures for these threeIn reviewing the adequacy or otherwise of anti-burglary measures for these threeIn reviewing the adequacy or otherwise of anti-burglary measures for these three

block types, the Authority has taken account of the recorded burglary cases arisingblock types, the Authority has taken account of the recorded burglary cases arisingblock types, the Authority has taken account of the recorded burglary cases arisingblock types, the Authority has taken account of the recorded burglary cases arising

from entry through windows.  Since 1986, there have been a total of 293 such casesfrom entry through windows.  Since 1986, there have been a total of 293 such casesfrom entry through windows.  Since 1986, there have been a total of 293 such casesfrom entry through windows.  Since 1986, there have been a total of 293 such cases

in the 107 808 flats in the three block types, or 0.27% of the flats.  146 cases havein the 107 808 flats in the three block types, or 0.27% of the flats.  146 cases havein the 107 808 flats in the three block types, or 0.27% of the flats.  146 cases havein the 107 808 flats in the three block types, or 0.27% of the flats.  146 cases have

been recorded in the 49 473 Trident III flats, or 0.30%.  52 cases in the 23 447 Linearbeen recorded in the 49 473 Trident III flats, or 0.30%.  52 cases in the 23 447 Linearbeen recorded in the 49 473 Trident III flats, or 0.30%.  52 cases in the 23 447 Linearbeen recorded in the 49 473 Trident III flats, or 0.30%.  52 cases in the 23 447 Linear

flats, or 0.22%, and 95 cases in the   34 888 Trident II flats, or 0.27%.  It canflats, or 0.22%, and 95 cases in the   34 888 Trident II flats, or 0.27%.  It canflats, or 0.22%, and 95 cases in the   34 888 Trident II flats, or 0.27%.  It canflats, or 0.22%, and 95 cases in the   34 888 Trident II flats, or 0.27%.  It can

be seen that the crime rate is low overall and there is no significant differencebe seen that the crime rate is low overall and there is no significant differencebe seen that the crime rate is low overall and there is no significant differencebe seen that the crime rate is low overall and there is no significant difference

between the block types.between the block types.between the block types.between the block types.

Controls to limit energy loss through building fabricControls to limit energy loss through building fabricControls to limit energy loss through building fabricControls to limit energy loss through building fabric

16.16.16.16. DR SAMUEL WONG asked: Will the Government inform this Council of the progressDR SAMUEL WONG asked: Will the Government inform this Council of the progressDR SAMUEL WONG asked: Will the Government inform this Council of the progressDR SAMUEL WONG asked: Will the Government inform this Council of the progress

or result of the feasibility study that it commissioned about a year ago on theor result of the feasibility study that it commissioned about a year ago on theor result of the feasibility study that it commissioned about a year ago on theor result of the feasibility study that it commissioned about a year ago on the

introduction of controls to limit energy loss through the building fabric?introduction of controls to limit energy loss through the building fabric?introduction of controls to limit energy loss through the building fabric?introduction of controls to limit energy loss through the building fabric?

SECRETARY FOR PLANNING, ENVIRONMENT AND LANDS: Mr Deputy President, a consultant wasSECRETARY FOR PLANNING, ENVIRONMENT AND LANDS: Mr Deputy President, a consultant wasSECRETARY FOR PLANNING, ENVIRONMENT AND LANDS: Mr Deputy President, a consultant wasSECRETARY FOR PLANNING, ENVIRONMENT AND LANDS: Mr Deputy President, a consultant was

commissioned to conduct a feasibility study on the Introduction of Overall Thermalcommissioned to conduct a feasibility study on the Introduction of Overall Thermalcommissioned to conduct a feasibility study on the Introduction of Overall Thermalcommissioned to conduct a feasibility study on the Introduction of Overall Thermal

Transfer Value (OTTV) to Air-Conditioned Buildings in Hong Kong.  The study, whichTransfer Value (OTTV) to Air-Conditioned Buildings in Hong Kong.  The study, whichTransfer Value (OTTV) to Air-Conditioned Buildings in Hong Kong.  The study, whichTransfer Value (OTTV) to Air-Conditioned Buildings in Hong Kong.  The study, which

was confined to commercial and hotel buildings, was completed in August 1991, withwas confined to commercial and hotel buildings, was completed in August 1991, withwas confined to commercial and hotel buildings, was completed in August 1991, withwas confined to commercial and hotel buildings, was completed in August 1991, with

the production of a Final Report, together with a Draft Code of Practice on Calculationthe production of a Final Report, together with a Draft Code of Practice on Calculationthe production of a Final Report, together with a Draft Code of Practice on Calculationthe production of a Final Report, together with a Draft Code of Practice on Calculation

of OTTV to Building Envelope in Hong Kong.  A Government in-house study was alsoof OTTV to Building Envelope in Hong Kong.  A Government in-house study was alsoof OTTV to Building Envelope in Hong Kong.  A Government in-house study was alsoof OTTV to Building Envelope in Hong Kong.  A Government in-house study was also

carried out to examine the proposed OTTV control values and produced a Study Reportcarried out to examine the proposed OTTV control values and produced a Study Reportcarried out to examine the proposed OTTV control values and produced a Study Reportcarried out to examine the proposed OTTV control values and produced a Study Report

in November 1991 which outlines an OTTV implementation plan.in November 1991 which outlines an OTTV implementation plan.in November 1991 which outlines an OTTV implementation plan.in November 1991 which outlines an OTTV implementation plan.

The Energy Efficiency Advisory Committee, which is the advisory committee setThe Energy Efficiency Advisory Committee, which is the advisory committee setThe Energy Efficiency Advisory Committee, which is the advisory committee setThe Energy Efficiency Advisory Committee, which is the advisory committee set

up to advise Government on measures to promote energy efficiency in Hong Kong,up to advise Government on measures to promote energy efficiency in Hong Kong,up to advise Government on measures to promote energy efficiency in Hong Kong,up to advise Government on measures to promote energy efficiency in Hong Kong,

discussed the report findings recently and has recommended that:discussed the report findings recently and has recommended that:discussed the report findings recently and has recommended that:discussed the report findings recently and has recommended that:



(a)(a)(a)(a) OTTV controls should be introduced for new commercial and hotel buildingsOTTV controls should be introduced for new commercial and hotel buildingsOTTV controls should be introduced for new commercial and hotel buildingsOTTV controls should be introduced for new commercial and hotel buildings

in Hong Kong.  A handbook on OTTV calculations should be published initially, forin Hong Kong.  A handbook on OTTV calculations should be published initially, forin Hong Kong.  A handbook on OTTV calculations should be published initially, forin Hong Kong.  A handbook on OTTV calculations should be published initially, for

a reasonably lengthy trial period, to refine the OTTV standards before any statutorya reasonably lengthy trial period, to refine the OTTV standards before any statutorya reasonably lengthy trial period, to refine the OTTV standards before any statutorya reasonably lengthy trial period, to refine the OTTV standards before any statutory

control is introduced.control is introduced.control is introduced.control is introduced.

(b)(b)(b)(b) The proposed OTTV control should be introduced as a first step to improveThe proposed OTTV control should be introduced as a first step to improveThe proposed OTTV control should be introduced as a first step to improveThe proposed OTTV control should be introduced as a first step to improve

energy efficiency in new buildings, with a view to the eventual establishment of aenergy efficiency in new buildings, with a view to the eventual establishment of aenergy efficiency in new buildings, with a view to the eventual establishment of aenergy efficiency in new buildings, with a view to the eventual establishment of a

comprehensive building energy code, of which OTTV controls would form but a part.comprehensive building energy code, of which OTTV controls would form but a part.comprehensive building energy code, of which OTTV controls would form but a part.comprehensive building energy code, of which OTTV controls would form but a part.

The above proposals will be put to the Executive Council shortly.The above proposals will be put to the Executive Council shortly.The above proposals will be put to the Executive Council shortly.The above proposals will be put to the Executive Council shortly.

Bus franchise on Hong Kong IslandBus franchise on Hong Kong IslandBus franchise on Hong Kong IslandBus franchise on Hong Kong Island

17.17.17.17. MR LEE WING-TAT asked: In respect of the consultation being conducted by theMR LEE WING-TAT asked: In respect of the consultation being conducted by theMR LEE WING-TAT asked: In respect of the consultation being conducted by theMR LEE WING-TAT asked: In respect of the consultation being conducted by the

Transport Branch on the bus franchise on Hong Kong Island after August 1993, willTransport Branch on the bus franchise on Hong Kong Island after August 1993, willTransport Branch on the bus franchise on Hong Kong Island after August 1993, willTransport Branch on the bus franchise on Hong Kong Island after August 1993, will

the Government inform this Council of the following:the Government inform this Council of the following:the Government inform this Council of the following:the Government inform this Council of the following:

(a)(a)(a)(a) the information that will be provided by the Government to the    public;the information that will be provided by the Government to the    public;the information that will be provided by the Government to the    public;the information that will be provided by the Government to the    public;

the manner in which the information will be provided; and the places where citizensthe manner in which the information will be provided; and the places where citizensthe manner in which the information will be provided; and the places where citizensthe manner in which the information will be provided; and the places where citizens

can obtain such information;can obtain such information;can obtain such information;can obtain such information;

(b)(b)(b)(b) whether it is possible for the Government to extend the consultation periodwhether it is possible for the Government to extend the consultation periodwhether it is possible for the Government to extend the consultation periodwhether it is possible for the Government to extend the consultation period

to the end of March 1992; if not, please explain why;to the end of March 1992; if not, please explain why;to the end of March 1992; if not, please explain why;to the end of March 1992; if not, please explain why;

(c)(c)(c)(c) whether the Transport Branch will consult the district boards on Hong Kongwhether the Transport Branch will consult the district boards on Hong Kongwhether the Transport Branch will consult the district boards on Hong Kongwhether the Transport Branch will consult the district boards on Hong Kong

Island; if not, please explain why; andIsland; if not, please explain why; andIsland; if not, please explain why; andIsland; if not, please explain why; and

(d)(d)(d)(d) whether the Transport Branch will conduct public hearings in       variouswhether the Transport Branch will conduct public hearings in       variouswhether the Transport Branch will conduct public hearings in       variouswhether the Transport Branch will conduct public hearings in       various

districts on Hong Kong Island to collect directly the views of citizens; if not, pleasedistricts on Hong Kong Island to collect directly the views of citizens; if not, pleasedistricts on Hong Kong Island to collect directly the views of citizens; if not, pleasedistricts on Hong Kong Island to collect directly the views of citizens; if not, please

explain why?explain why?explain why?explain why?

SECRETARY FOR TRANSPORT: Mr Deputy President,SECRETARY FOR TRANSPORT: Mr Deputy President,SECRETARY FOR TRANSPORT: Mr Deputy President,SECRETARY FOR TRANSPORT: Mr Deputy President,

(a)(a)(a)(a) A paper givinA paper givinA paper givinA paper giving CMB's performance records since 1986 was sent to the districtg CMB's performance records since 1986 was sent to the districtg CMB's performance records since 1986 was sent to the districtg CMB's performance records since 1986 was sent to the district

boards of Hong Kong Island on 28 January 1992. Contents of the paper were alsoboards of Hong Kong Island on 28 January 1992. Contents of the paper were alsoboards of Hong Kong Island on 28 January 1992. Contents of the paper were alsoboards of Hong Kong Island on 28 January 1992. Contents of the paper were also



disseminated through the printed media, including two press releases highlightingdisseminated through the printed media, including two press releases highlightingdisseminated through the printed media, including two press releases highlightingdisseminated through the printed media, including two press releases highlighting

the key issues on which public views would be sought.  The consultation exercise hasthe key issues on which public views would be sought.  The consultation exercise hasthe key issues on which public views would be sought.  The consultation exercise hasthe key issues on which public views would be sought.  The consultation exercise has

been the subject of extensive media coverage both before and after the Lunar New Yearbeen the subject of extensive media coverage both before and after the Lunar New Yearbeen the subject of extensive media coverage both before and after the Lunar New Yearbeen the subject of extensive media coverage both before and after the Lunar New Year

holidays.  As already reported in the press, members of the public who wish to obtainholidays.  As already reported in the press, members of the public who wish to obtainholidays.  As already reported in the press, members of the public who wish to obtainholidays.  As already reported in the press, members of the public who wish to obtain

the paper on CMB's performance records or the text of CMB's profit control schemethe paper on CMB's performance records or the text of CMB's profit control schemethe paper on CMB's performance records or the text of CMB's profit control schemethe paper on CMB's performance records or the text of CMB's profit control scheme

may contact the Transport Branch either by telephone or by mail.may contact the Transport Branch either by telephone or by mail.may contact the Transport Branch either by telephone or by mail.may contact the Transport Branch either by telephone or by mail.

    (b)(b)(b)(b) It would not be desirable in this case to extend the consultation period.It would not be desirable in this case to extend the consultation period.It would not be desirable in this case to extend the consultation period.It would not be desirable in this case to extend the consultation period.

To keep open the option for a further opening up of the bus market on Hong Kong IslandTo keep open the option for a further opening up of the bus market on Hong Kong IslandTo keep open the option for a further opening up of the bus market on Hong Kong IslandTo keep open the option for a further opening up of the bus market on Hong Kong Island

through competitive tendering of routes, enough lead time must be allowed for tendersthrough competitive tendering of routes, enough lead time must be allowed for tendersthrough competitive tendering of routes, enough lead time must be allowed for tendersthrough competitive tendering of routes, enough lead time must be allowed for tenders

to be called and assessed as well as for prospective contenders to line up buses andto be called and assessed as well as for prospective contenders to line up buses andto be called and assessed as well as for prospective contenders to line up buses andto be called and assessed as well as for prospective contenders to line up buses and

support facilities.  We must also allow reasonable time for negotiations with CMB.support facilities.  We must also allow reasonable time for negotiations with CMB.support facilities.  We must also allow reasonable time for negotiations with CMB.support facilities.  We must also allow reasonable time for negotiations with CMB.

(c)(c)(c)(c) On 11 February, the Transport Advisory Committee (TAC) met the Chairmen ofOn 11 February, the Transport Advisory Committee (TAC) met the Chairmen ofOn 11 February, the Transport Advisory Committee (TAC) met the Chairmen ofOn 11 February, the Transport Advisory Committee (TAC) met the Chairmen of

the district boards and their Traffic and Transport Committees on Hong Kong Islandthe district boards and their Traffic and Transport Committees on Hong Kong Islandthe district boards and their Traffic and Transport Committees on Hong Kong Islandthe district boards and their Traffic and Transport Committees on Hong Kong Island

to hear their views on the subject.  The four district boards are now furtherto hear their views on the subject.  The four district boards are now furtherto hear their views on the subject.  The four district boards are now furtherto hear their views on the subject.  The four district boards are now further

collating local opinions, with a view to presenting them to the TAC before 25 Februarycollating local opinions, with a view to presenting them to the TAC before 25 Februarycollating local opinions, with a view to presenting them to the TAC before 25 Februarycollating local opinions, with a view to presenting them to the TAC before 25 February

1992.1992.1992.1992.

(d)(d)(d)(d) Many channels already exist for members of the public to express their views,Many channels already exist for members of the public to express their views,Many channels already exist for members of the public to express their views,Many channels already exist for members of the public to express their views,

including direct representations to Government/TAC, through the district boards orincluding direct representations to Government/TAC, through the district boards orincluding direct representations to Government/TAC, through the district boards orincluding direct representations to Government/TAC, through the district boards or

the mass media.  Full and proper use of these channels is considered adequate,the mass media.  Full and proper use of these channels is considered adequate,the mass media.  Full and proper use of these channels is considered adequate,the mass media.  Full and proper use of these channels is considered adequate,

particularly in view of the time constraint as explained in (b) above.particularly in view of the time constraint as explained in (b) above.particularly in view of the time constraint as explained in (b) above.particularly in view of the time constraint as explained in (b) above.

Work safety at construction sitesWork safety at construction sitesWork safety at construction sitesWork safety at construction sites

18.18.18.18. MR STEVEN POON asked: In view of the importance MR STEVEN POON asked: In view of the importance MR STEVEN POON asked: In view of the importance MR STEVEN POON asked: In view of the importance of work safety at constructionof work safety at constructionof work safety at constructionof work safety at construction

sites and the common practice of sub-contracting in Hong Kong, will the Governmentsites and the common practice of sub-contracting in Hong Kong, will the Governmentsites and the common practice of sub-contracting in Hong Kong, will the Governmentsites and the common practice of sub-contracting in Hong Kong, will the Government

inform this Council:inform this Council:inform this Council:inform this Council:

(a)(a)(a)(a) of the number of accidents at construction sites in the past five years andof the number of accidents at construction sites in the past five years andof the number of accidents at construction sites in the past five years andof the number of accidents at construction sites in the past five years and

of these, how many were of workers employed by sub-contractors of government projects;of these, how many were of workers employed by sub-contractors of government projects;of these, how many were of workers employed by sub-contractors of government projects;of these, how many were of workers employed by sub-contractors of government projects;

(b)(b)(b)(b) what measures are being taken to ensure that workers employed by sub-what measures are being taken to ensure that workers employed by sub-what measures are being taken to ensure that workers employed by sub-what measures are being taken to ensure that workers employed by sub-

contractors including those employed by the second or third sub-contractors, arecontractors including those employed by the second or third sub-contractors, arecontractors including those employed by the second or third sub-contractors, arecontractors including those employed by the second or third sub-contractors, are

properly trained in work safety; andproperly trained in work safety; andproperly trained in work safety; andproperly trained in work safety; and

(c)(c)(c)(c) whether thwhether thwhether thwhether the Government has a system to disqualify sub-contractors who havee Government has a system to disqualify sub-contractors who havee Government has a system to disqualify sub-contractors who havee Government has a system to disqualify sub-contractors who have



poor safety records from undertaking government projects?poor safety records from undertaking government projects?poor safety records from undertaking government projects?poor safety records from undertaking government projects?

SECRETARY FOR WORKS: Mr Deputy President, I will reply to the question in the threeSECRETARY FOR WORKS: Mr Deputy President, I will reply to the question in the threeSECRETARY FOR WORKS: Mr Deputy President, I will reply to the question in the threeSECRETARY FOR WORKS: Mr Deputy President, I will reply to the question in the three

parts.parts.parts.parts.

(a)(a)(a)(a) The total number of accidents on cThe total number of accidents on cThe total number of accidents on cThe total number of accidents on construction sites for the last five yearsonstruction sites for the last five yearsonstruction sites for the last five yearsonstruction sites for the last five years

(those requiring absence of work of more than three days) was:(those requiring absence of work of more than three days) was:(those requiring absence of work of more than three days) was:(those requiring absence of work of more than three days) was:

YearYearYearYear All Sites* All Sites* All Sites* All Sites* Government SitesGovernment SitesGovernment SitesGovernment Sites

1986198619861986 20 970 (60)20 970 (60)20 970 (60)20 970 (60) not availablenot availablenot availablenot available

1987198719871987 23 846 (55)23 846 (55)23 846 (55)23 846 (55) not availablenot availablenot availablenot available

1988198819881988 27 125 (58)27 125 (58)27 125 (58)27 125 (58) not availablenot availablenot availablenot available

1989198919891989 26 399 (59)26 399 (59)26 399 (59)26 399 (59) 4 873 (16)4 873 (16)4 873 (16)4 873 (16)

1990199019901990 25 138 (58)25 138 (58)25 138 (58)25 138 (58) 4 943 (21)4 943 (21)4 943 (21)4 943 (21)

* Private + Government* Private + Government* Private + Government* Private + Government

Figures for 1991 are not yet available.  Figures in brackets give the number  ofFigures for 1991 are not yet available.  Figures in brackets give the number  ofFigures for 1991 are not yet available.  Figures in brackets give the number  ofFigures for 1991 are not yet available.  Figures in brackets give the number  of

fatalities.  For 1990 the most recent year for full statistics, Government's sharefatalities.  For 1990 the most recent year for full statistics, Government's sharefatalities.  For 1990 the most recent year for full statistics, Government's sharefatalities.  For 1990 the most recent year for full statistics, Government's share

of the total number of accidents was 20%.  This compares with its share of totalof the total number of accidents was 20%.  This compares with its share of totalof the total number of accidents was 20%.  This compares with its share of totalof the total number of accidents was 20%.  This compares with its share of total

construction expenditure of 35%.construction expenditure of 35%.construction expenditure of 35%.construction expenditure of 35%.

The Employees' Compensation Ordinance (Cap 282) holds the principal contractorThe Employees' Compensation Ordinance (Cap 282) holds the principal contractorThe Employees' Compensation Ordinance (Cap 282) holds the principal contractorThe Employees' Compensation Ordinance (Cap 282) holds the principal contractor

liable for payment of compensation to employees of sub-contractors in respect ofliable for payment of compensation to employees of sub-contractors in respect ofliable for payment of compensation to employees of sub-contractors in respect ofliable for payment of compensation to employees of sub-contractors in respect of

work-related accidents.  This protects workers because of the better financialwork-related accidents.  This protects workers because of the better financialwork-related accidents.  This protects workers because of the better financialwork-related accidents.  This protects workers because of the better financial

position of the main contractor. Accordingly government statistics do not make anyposition of the main contractor. Accordingly government statistics do not make anyposition of the main contractor. Accordingly government statistics do not make anyposition of the main contractor. Accordingly government statistics do not make any

distinction between employees of main and sub-contractors.  However as backgrounddistinction between employees of main and sub-contractors.  However as backgrounddistinction between employees of main and sub-contractors.  However as backgrounddistinction between employees of main and sub-contractors.  However as background

information approximately 90% of the construction workforce are employed by sub-information approximately 90% of the construction workforce are employed by sub-information approximately 90% of the construction workforce are employed by sub-information approximately 90% of the construction workforce are employed by sub-

contractors.contractors.contractors.contractors.

(b)(b)(b)(b) In section 6A of the Factories and Industrial Undertakings OrdinanceIn section 6A of the Factories and Industrial Undertakings OrdinanceIn section 6A of the Factories and Industrial Undertakings OrdinanceIn section 6A of the Factories and Industrial Undertakings Ordinance

administered by the Labour Department, it is the duty of every proprietor of anadministered by the Labour Department, it is the duty of every proprietor of anadministered by the Labour Department, it is the duty of every proprietor of anadministered by the Labour Department, it is the duty of every proprietor of an

industrial undertaking, which includes construction sites, to provide training onindustrial undertaking, which includes construction sites, to provide training onindustrial undertaking, which includes construction sites, to provide training onindustrial undertaking, which includes construction sites, to provide training on

his employees to ensure the health and safety at work.  The Labour Department ishis employees to ensure the health and safety at work.  The Labour Department ishis employees to ensure the health and safety at work.  The Labour Department ishis employees to ensure the health and safety at work.  The Labour Department is

actively promoting safety training on construction sites as one of the measures mainactively promoting safety training on construction sites as one of the measures mainactively promoting safety training on construction sites as one of the measures mainactively promoting safety training on construction sites as one of the measures main

contractors can contribute towards improving construction site safety.  Suchcontractors can contribute towards improving construction site safety.  Suchcontractors can contribute towards improving construction site safety.  Suchcontractors can contribute towards improving construction site safety.  Such



training should cover not only workers directly employed by the principal contractortraining should cover not only workers directly employed by the principal contractortraining should cover not only workers directly employed by the principal contractortraining should cover not only workers directly employed by the principal contractor

but all those working in the site.  The Labour Department is considering prosecutingbut all those working in the site.  The Labour Department is considering prosecutingbut all those working in the site.  The Labour Department is considering prosecutingbut all those working in the site.  The Labour Department is considering prosecuting

contractors for contravention of the requirement to provide safety training tocontractors for contravention of the requirement to provide safety training tocontractors for contravention of the requirement to provide safety training tocontractors for contravention of the requirement to provide safety training to

workers on construction sites.workers on construction sites.workers on construction sites.workers on construction sites.

Apart from this statutory requirement to provide safety training for employees,Apart from this statutory requirement to provide safety training for employees,Apart from this statutory requirement to provide safety training for employees,Apart from this statutory requirement to provide safety training for employees,

the Industrial Safety Training Centre within the Factory Inspectorate Division ofthe Industrial Safety Training Centre within the Factory Inspectorate Division ofthe Industrial Safety Training Centre within the Factory Inspectorate Division ofthe Industrial Safety Training Centre within the Factory Inspectorate Division of

the Labour Department also conducts safety training course to assist employers inthe Labour Department also conducts safety training course to assist employers inthe Labour Department also conducts safety training course to assist employers inthe Labour Department also conducts safety training course to assist employers in

the complying with the requirement. During the past five years, a total of 985the complying with the requirement. During the past five years, a total of 985the complying with the requirement. During the past five years, a total of 985the complying with the requirement. During the past five years, a total of 985

construction related safety training courses has been held with      29 671construction related safety training courses has been held with      29 671construction related safety training courses has been held with      29 671construction related safety training courses has been held with      29 671

participants from various sectors of the construction industry.participants from various sectors of the construction industry.participants from various sectors of the construction industry.participants from various sectors of the construction industry.

(c)(c)(c)(c) The Government does not have any contractual relationship with sub-The Government does not have any contractual relationship with sub-The Government does not have any contractual relationship with sub-The Government does not have any contractual relationship with sub-

contractors and since the responsibility for site safety including that of sub-contractors and since the responsibility for site safety including that of sub-contractors and since the responsibility for site safety including that of sub-contractors and since the responsibility for site safety including that of sub-

contractors rests with the main contractor, it does not have a system to disqualifycontractors rests with the main contractor, it does not have a system to disqualifycontractors rests with the main contractor, it does not have a system to disqualifycontractors rests with the main contractor, it does not have a system to disqualify

sub-contractors who have poor safety records.  However Government does have a systemsub-contractors who have poor safety records.  However Government does have a systemsub-contractors who have poor safety records.  However Government does have a systemsub-contractors who have poor safety records.  However Government does have a system

to disqualify main contractors from undertaking government projects who have poorto disqualify main contractors from undertaking government projects who have poorto disqualify main contractors from undertaking government projects who have poorto disqualify main contractors from undertaking government projects who have poor

safety records.  If the main contractor fails to maintain a safe working environmentsafety records.  If the main contractor fails to maintain a safe working environmentsafety records.  If the main contractor fails to maintain a safe working environmentsafety records.  If the main contractor fails to maintain a safe working environment

this will be reflected in his performance reports and could influence his retentionthis will be reflected in his performance reports and could influence his retentionthis will be reflected in his performance reports and could influence his retentionthis will be reflected in his performance reports and could influence his retention

on the lists of approved contractors.on the lists of approved contractors.on the lists of approved contractors.on the lists of approved contractors.

In conclusion, I, along with other members of the Administration, am veryIn conclusion, I, along with other members of the Administration, am veryIn conclusion, I, along with other members of the Administration, am veryIn conclusion, I, along with other members of the Administration, am very

concerned at the continuing problem of construction site safety.  In conjunction withconcerned at the continuing problem of construction site safety.  In conjunction withconcerned at the continuing problem of construction site safety.  In conjunction withconcerned at the continuing problem of construction site safety.  In conjunction with

the Labour Department, my works departments, other major construction authorities,the Labour Department, my works departments, other major construction authorities,the Labour Department, my works departments, other major construction authorities,the Labour Department, my works departments, other major construction authorities,

the Hong Kong Construction Association and the unions, I intend to promote measuresthe Hong Kong Construction Association and the unions, I intend to promote measuresthe Hong Kong Construction Association and the unions, I intend to promote measuresthe Hong Kong Construction Association and the unions, I intend to promote measures

to improve the situation.  The possibility of monitoring more closely the safetyto improve the situation.  The possibility of monitoring more closely the safetyto improve the situation.  The possibility of monitoring more closely the safetyto improve the situation.  The possibility of monitoring more closely the safety

performance of individual sub-contractors is one such measure.performance of individual sub-contractors is one such measure.performance of individual sub-contractors is one such measure.performance of individual sub-contractors is one such measure.

Medical service for Tseung Kwan OMedical service for Tseung Kwan OMedical service for Tseung Kwan OMedical service for Tseung Kwan O

19.19.19.19. MR ANDREW WONG asked: With the rapid development of Tseung Kwan O as a new town,MR ANDREW WONG asked: With the rapid development of Tseung Kwan O as a new town,MR ANDREW WONG asked: With the rapid development of Tseung Kwan O as a new town,MR ANDREW WONG asked: With the rapid development of Tseung Kwan O as a new town,

the area now has a population of over 100 000 but has only one government clinic whichthe area now has a population of over 100 000 but has only one government clinic whichthe area now has a population of over 100 000 but has only one government clinic whichthe area now has a population of over 100 000 but has only one government clinic which

opens from 9.00 am to 5.00 pm with one doctor on duty.  Will the Government informopens from 9.00 am to 5.00 pm with one doctor on duty.  Will the Government informopens from 9.00 am to 5.00 pm with one doctor on duty.  Will the Government informopens from 9.00 am to 5.00 pm with one doctor on duty.  Will the Government inform

this Council:this Council:this Council:this Council:

(a)(a)(a)(a) what is the rationale for setting such level of medical service for Tseungwhat is the rationale for setting such level of medical service for Tseungwhat is the rationale for setting such level of medical service for Tseungwhat is the rationale for setting such level of medical service for Tseung

Kwan O; andKwan O; andKwan O; andKwan O; and



(b)(b)(b)(b) what actions will be taken bwhat actions will be taken bwhat actions will be taken bwhat actions will be taken by the Administration to improve medical servicey the Administration to improve medical servicey the Administration to improve medical servicey the Administration to improve medical service

in the area?in the area?in the area?in the area?

SECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, the provision of one governmentSECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, the provision of one governmentSECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, the provision of one governmentSECRETARY FOR HEALTH AND WELFARE: Mr Deputy President, the provision of one government

clinic for Tseung Kwan O, which has a population of 108 000, is consistent with theclinic for Tseung Kwan O, which has a population of 108 000, is consistent with theclinic for Tseung Kwan O, which has a population of 108 000, is consistent with theclinic for Tseung Kwan O, which has a population of 108 000, is consistent with the

guidelines stipulated in the Hong Kong Planning Standard of one clinic for every 100guidelines stipulated in the Hong Kong Planning Standard of one clinic for every 100guidelines stipulated in the Hong Kong Planning Standard of one clinic for every 100guidelines stipulated in the Hong Kong Planning Standard of one clinic for every 100

000 population. In addition, the district is served by the United Christian Hospital000 population. In addition, the district is served by the United Christian Hospital000 population. In addition, the district is served by the United Christian Hospital000 population. In addition, the district is served by the United Christian Hospital

in Kwun Tong and the Prince of Wales Hospital in Sha Tin.in Kwun Tong and the Prince of Wales Hospital in Sha Tin.in Kwun Tong and the Prince of Wales Hospital in Sha Tin.in Kwun Tong and the Prince of Wales Hospital in Sha Tin.

In determining the level of medical services fIn determining the level of medical services fIn determining the level of medical services fIn determining the level of medical services for a particular district or area,or a particular district or area,or a particular district or area,or a particular district or area,

due account is given to the demographic pattern and size of population, thedue account is given to the demographic pattern and size of population, thedue account is given to the demographic pattern and size of population, thedue account is given to the demographic pattern and size of population, the

availability of alternative medical services from the voluntary and private sectors,availability of alternative medical services from the voluntary and private sectors,availability of alternative medical services from the voluntary and private sectors,availability of alternative medical services from the voluntary and private sectors,

the accessibility of such services, the utilization of existing facilities andthe accessibility of such services, the utilization of existing facilities andthe accessibility of such services, the utilization of existing facilities andthe accessibility of such services, the utilization of existing facilities and

availability of resources.availability of resources.availability of resources.availability of resources.

The requirement for additional medical facilities in Tseung Kwan O is constantlyThe requirement for additional medical facilities in Tseung Kwan O is constantlyThe requirement for additional medical facilities in Tseung Kwan O is constantlyThe requirement for additional medical facilities in Tseung Kwan O is constantly

monitored.  To cater for anticipated increase in population in Tseung Kwan O, a secondmonitored.  To cater for anticipated increase in population in Tseung Kwan O, a secondmonitored.  To cater for anticipated increase in population in Tseung Kwan O, a secondmonitored.  To cater for anticipated increase in population in Tseung Kwan O, a second

government clinic is being planned for completion in October 1996.  This is well aheadgovernment clinic is being planned for completion in October 1996.  This is well aheadgovernment clinic is being planned for completion in October 1996.  This is well aheadgovernment clinic is being planned for completion in October 1996.  This is well ahead

of the growth of the population in Tseung Kwan O to 200 000 in 1999.of the growth of the population in Tseung Kwan O to 200 000 in 1999.of the growth of the population in Tseung Kwan O to 200 000 in 1999.of the growth of the population in Tseung Kwan O to 200 000 in 1999.

Compensation for vegetation on resumption of Crown LandCompensation for vegetation on resumption of Crown LandCompensation for vegetation on resumption of Crown LandCompensation for vegetation on resumption of Crown Land

20.20.20.20. MR TAM YIU-CHUNG asked: Will the Government inform this Council of the amountMR TAM YIU-CHUNG asked: Will the Government inform this Council of the amountMR TAM YIU-CHUNG asked: Will the Government inform this Council of the amountMR TAM YIU-CHUNG asked: Will the Government inform this Council of the amount

of compensation which has been paid in the past five years for plants cultivated byof compensation which has been paid in the past five years for plants cultivated byof compensation which has been paid in the past five years for plants cultivated byof compensation which has been paid in the past five years for plants cultivated by

private individuals in the resumption of Crown Land and the criteria for the paymentprivate individuals in the resumption of Crown Land and the criteria for the paymentprivate individuals in the resumption of Crown Land and the criteria for the paymentprivate individuals in the resumption of Crown Land and the criteria for the payment

of such compensation?of such compensation?of such compensation?of such compensation?

SECRETARY FOR PLANNING, ENVIRONMENT AND LANDS: Mr Deputy President, compensation paidSECRETARY FOR PLANNING, ENVIRONMENT AND LANDS: Mr Deputy President, compensation paidSECRETARY FOR PLANNING, ENVIRONMENT AND LANDS: Mr Deputy President, compensation paidSECRETARY FOR PLANNING, ENVIRONMENT AND LANDS: Mr Deputy President, compensation paid

for crops and fruit trees, including ex-gratia  disturbance  allowance  paid tofor crops and fruit trees, including ex-gratia  disturbance  allowance  paid tofor crops and fruit trees, including ex-gratia  disturbance  allowance  paid tofor crops and fruit trees, including ex-gratia  disturbance  allowance  paid to

cultivators, in the five years from 1 April 1986 until 31 March 1991 as a result ofcultivators, in the five years from 1 April 1986 until 31 March 1991 as a result ofcultivators, in the five years from 1 April 1986 until 31 March 1991 as a result ofcultivators, in the five years from 1 April 1986 until 31 March 1991 as a result of

the resumption and clearance of Crown Land is as follows:the resumption and clearance of Crown Land is as follows:the resumption and clearance of Crown Land is as follows:the resumption and clearance of Crown Land is as follows:

New TerritNew TerritNew TerritNew Territoriesoriesoriesories $217.999 million$217.999 million$217.999 million$217.999 million

Urban AreaUrban AreaUrban AreaUrban Area   $18.054 million  $18.054 million  $18.054 million  $18.054 million

--------------------------------------------------------------------------------



TotalTotalTotalTotal $236.053 million$236.053 million$236.053 million$236.053 million

====================================================

The criteria for payment are generally that:The criteria for payment are generally that:The criteria for payment are generally that:The criteria for payment are generally that:

(a)(a)(a)(a) the crops existed at the date of the pre-clearance survey carried out by staffthe crops existed at the date of the pre-clearance survey carried out by staffthe crops existed at the date of the pre-clearance survey carried out by staffthe crops existed at the date of the pre-clearance survey carried out by staff

of the Agriculture and Fisheries Department; andof the Agriculture and Fisheries Department; andof the Agriculture and Fisheries Department; andof the Agriculture and Fisheries Department; and

(b)(b)(b)(b) the land concerned had been cultivated for at least two years prior to thethe land concerned had been cultivated for at least two years prior to thethe land concerned had been cultivated for at least two years prior to thethe land concerned had been cultivated for at least two years prior to the

pre-clearance survey.pre-clearance survey.pre-clearance survey.pre-clearance survey.

The amount of payment in each case is assessed by staff of the Agriculture andThe amount of payment in each case is assessed by staff of the Agriculture andThe amount of payment in each case is assessed by staff of the Agriculture andThe amount of payment in each case is assessed by staff of the Agriculture and

Fisheries Department while the rate of payment is reviewed and updated periodicallyFisheries Department while the rate of payment is reviewed and updated periodicallyFisheries Department while the rate of payment is reviewed and updated periodicallyFisheries Department while the rate of payment is reviewed and updated periodically

under delegated authority of the Finance Committee.under delegated authority of the Finance Committee.under delegated authority of the Finance Committee.under delegated authority of the Finance Committee.

StatementStatementStatementStatement

Liquidation of the Bank of Credit and Commerce Hong KongLiquidation of the Bank of Credit and Commerce Hong KongLiquidation of the Bank of Credit and Commerce Hong KongLiquidation of the Bank of Credit and Commerce Hong Kong

FINANCIAL SECRETARY: Mr Deputy President, I would like to inform this Council of theFINANCIAL SECRETARY: Mr Deputy President, I would like to inform this Council of theFINANCIAL SECRETARY: Mr Deputy President, I would like to inform this Council of theFINANCIAL SECRETARY: Mr Deputy President, I would like to inform this Council of the

latest position on the takeover negotiations between the Provisional Liquidator oflatest position on the takeover negotiations between the Provisional Liquidator oflatest position on the takeover negotiations between the Provisional Liquidator oflatest position on the takeover negotiations between the Provisional Liquidator of

the Bank of Credit and Commerce Hong Kong (BCCHK) and the Hong Kong Chinese Bank.the Bank of Credit and Commerce Hong Kong (BCCHK) and the Hong Kong Chinese Bank.the Bank of Credit and Commerce Hong Kong (BCCHK) and the Hong Kong Chinese Bank.the Bank of Credit and Commerce Hong Kong (BCCHK) and the Hong Kong Chinese Bank.

As a result of the recent emergence of large unrecorded claims from theAs a result of the recent emergence of large unrecorded claims from theAs a result of the recent emergence of large unrecorded claims from theAs a result of the recent emergence of large unrecorded claims from the

liquidators of BCC operations elsewhere in the world, I regret to inform Members thatliquidators of BCC operations elsewhere in the world, I regret to inform Members thatliquidators of BCC operations elsewhere in the world, I regret to inform Members thatliquidators of BCC operations elsewhere in the world, I regret to inform Members that

the takeover negotiations have now been frustrated, and have been brought to an endthe takeover negotiations have now been frustrated, and have been brought to an endthe takeover negotiations have now been frustrated, and have been brought to an endthe takeover negotiations have now been frustrated, and have been brought to an end

by mutual agreement between the Provisional Liquidator and the Hong Kong Chinese Bank.by mutual agreement between the Provisional Liquidator and the Hong Kong Chinese Bank.by mutual agreement between the Provisional Liquidator and the Hong Kong Chinese Bank.by mutual agreement between the Provisional Liquidator and the Hong Kong Chinese Bank.

The Provisional Liquidator has conveyed this outcome to representatives of theThe Provisional Liquidator has conveyed this outcome to representatives of theThe Provisional Liquidator has conveyed this outcome to representatives of theThe Provisional Liquidator has conveyed this outcome to representatives of the

depositors of BCCHK at a meeting this morning.depositors of BCCHK at a meeting this morning.depositors of BCCHK at a meeting this morning.depositors of BCCHK at a meeting this morning.

Ever since the closure of BCCHK, the overriding objective has been to secure theEver since the closure of BCCHK, the overriding objective has been to secure theEver since the closure of BCCHK, the overriding objective has been to secure theEver since the closure of BCCHK, the overriding objective has been to secure the

maximum payout for all creditors and depositors.  A takeover offered the bestmaximum payout for all creditors and depositors.  A takeover offered the bestmaximum payout for all creditors and depositors.  A takeover offered the bestmaximum payout for all creditors and depositors.  A takeover offered the best

prospects until the emergence of substantial new claims from other parts of the BCCIprospects until the emergence of substantial new claims from other parts of the BCCIprospects until the emergence of substantial new claims from other parts of the BCCIprospects until the emergence of substantial new claims from other parts of the BCCI

group in recent weeks.  In the face of these new claims and the reluctance of thegroup in recent weeks.  In the face of these new claims and the reluctance of thegroup in recent weeks.  In the face of these new claims and the reluctance of thegroup in recent weeks.  In the face of these new claims and the reluctance of the

Abu Dhabi shareholders to provide a full guarantee against such liabilities, theAbu Dhabi shareholders to provide a full guarantee against such liabilities, theAbu Dhabi shareholders to provide a full guarantee against such liabilities, theAbu Dhabi shareholders to provide a full guarantee against such liabilities, the

balance has unfortunately now shifted in favour of liquidation.balance has unfortunately now shifted in favour of liquidation.balance has unfortunately now shifted in favour of liquidation.balance has unfortunately now shifted in favour of liquidation.

As Members will recall, in July last year most BCCHK depositors received a firstAs Members will recall, in July last year most BCCHK depositors received a firstAs Members will recall, in July last year most BCCHK depositors received a firstAs Members will recall, in July last year most BCCHK depositors received a first



payment of 25% of their deposits, subject to an upper limit of $500,000.  Withpayment of 25% of their deposits, subject to an upper limit of $500,000.  Withpayment of 25% of their deposits, subject to an upper limit of $500,000.  Withpayment of 25% of their deposits, subject to an upper limit of $500,000.  With

liquidation, it is hoped that all depositors will receive within the next six monthsliquidation, it is hoped that all depositors will receive within the next six monthsliquidation, it is hoped that all depositors will receive within the next six monthsliquidation, it is hoped that all depositors will receive within the next six months

an interim payout of 35% to 40%, which would include the interim relief already paid.an interim payout of 35% to 40%, which would include the interim relief already paid.an interim payout of 35% to 40%, which would include the interim relief already paid.an interim payout of 35% to 40%, which would include the interim relief already paid.

Although it is impossible to predict accurately the outcome of a liquidation, theAlthough it is impossible to predict accurately the outcome of a liquidation, theAlthough it is impossible to predict accurately the outcome of a liquidation, theAlthough it is impossible to predict accurately the outcome of a liquidation, the

Provisional Liquidator believes that it is not unreasonable to expect a total payout,Provisional Liquidator believes that it is not unreasonable to expect a total payout,Provisional Liquidator believes that it is not unreasonable to expect a total payout,Provisional Liquidator believes that it is not unreasonable to expect a total payout,

in the longer term, in the region of 70% to 75%.  Though I recognize the concern andin the longer term, in the region of 70% to 75%.  Though I recognize the concern andin the longer term, in the region of 70% to 75%.  Though I recognize the concern andin the longer term, in the region of 70% to 75%.  Though I recognize the concern and

disappointment that will be felt by depositors at this outcome, these percentagesdisappointment that will be felt by depositors at this outcome, these percentagesdisappointment that will be felt by depositors at this outcome, these percentagesdisappointment that will be felt by depositors at this outcome, these percentages

are at least far better than BCC depositors elsewhere in the world can expect.are at least far better than BCC depositors elsewhere in the world can expect.are at least far better than BCC depositors elsewhere in the world can expect.are at least far better than BCC depositors elsewhere in the world can expect.

I am disappointed that the takeover negotiations cannot be taken forward.  II am disappointed that the takeover negotiations cannot be taken forward.  II am disappointed that the takeover negotiations cannot be taken forward.  II am disappointed that the takeover negotiations cannot be taken forward.  I

believe that the depositors will have the sympathy of every Member of this Council.believe that the depositors will have the sympathy of every Member of this Council.believe that the depositors will have the sympathy of every Member of this Council.believe that the depositors will have the sympathy of every Member of this Council.

But it is the considered judgment of the Provisional Liquidator and the Hong KongBut it is the considered judgment of the Provisional Liquidator and the Hong KongBut it is the considered judgment of the Provisional Liquidator and the Hong KongBut it is the considered judgment of the Provisional Liquidator and the Hong Kong

Chinese Bank that in the light of these new claims, the negotiations for the takeoverChinese Bank that in the light of these new claims, the negotiations for the takeoverChinese Bank that in the light of these new claims, the negotiations for the takeoverChinese Bank that in the light of these new claims, the negotiations for the takeover

cannot succeed.cannot succeed.cannot succeed.cannot succeed.

I would like to take this opportunity to thank the Provisional Liquidator andI would like to take this opportunity to thank the Provisional Liquidator andI would like to take this opportunity to thank the Provisional Liquidator andI would like to take this opportunity to thank the Provisional Liquidator and

the Special Managers for their painstaking efforts over the last few months inthe Special Managers for their painstaking efforts over the last few months inthe Special Managers for their painstaking efforts over the last few months inthe Special Managers for their painstaking efforts over the last few months in

securing and safeguarding the assets of the bank and in their complex task over thesecuring and safeguarding the assets of the bank and in their complex task over thesecuring and safeguarding the assets of the bank and in their complex task over thesecuring and safeguarding the assets of the bank and in their complex task over the

negotiations for a possible takeover.  Over $5 billion has since been recovered andnegotiations for a possible takeover.  Over $5 billion has since been recovered andnegotiations for a possible takeover.  Over $5 billion has since been recovered andnegotiations for a possible takeover.  Over $5 billion has since been recovered and

a cash amount of over $4 billion remains on deposit locally and is earning interesta cash amount of over $4 billion remains on deposit locally and is earning interesta cash amount of over $4 billion remains on deposit locally and is earning interesta cash amount of over $4 billion remains on deposit locally and is earning interest

at prevailing rates.  I would also like to pay tribute to the effort and sincerityat prevailing rates.  I would also like to pay tribute to the effort and sincerityat prevailing rates.  I would also like to pay tribute to the effort and sincerityat prevailing rates.  I would also like to pay tribute to the effort and sincerity

of the Hong Kong Chinese Bank throughout the takeover negotiations.  It is a greatof the Hong Kong Chinese Bank throughout the takeover negotiations.  It is a greatof the Hong Kong Chinese Bank throughout the takeover negotiations.  It is a greatof the Hong Kong Chinese Bank throughout the takeover negotiations.  It is a great

pity that things cannot be taken forward because of circumstances beyond the controlpity that things cannot be taken forward because of circumstances beyond the controlpity that things cannot be taken forward because of circumstances beyond the controlpity that things cannot be taken forward because of circumstances beyond the control

of both parties.of both parties.of both parties.of both parties.

Mr Deputy President, the Provisional Liquidator will now be applying to the CourtMr Deputy President, the Provisional Liquidator will now be applying to the CourtMr Deputy President, the Provisional Liquidator will now be applying to the CourtMr Deputy President, the Provisional Liquidator will now be applying to the Court

for directions as to the further conduct of the winding-up petition.for directions as to the further conduct of the winding-up petition.for directions as to the further conduct of the winding-up petition.for directions as to the further conduct of the winding-up petition.

At this point Mr Jimmy McGREGOR declared interest as Vice Chairman of the Hong KongAt this point Mr Jimmy McGREGOR declared interest as Vice Chairman of the Hong KongAt this point Mr Jimmy McGREGOR declared interest as Vice Chairman of the Hong KongAt this point Mr Jimmy McGREGOR declared interest as Vice Chairman of the Hong Kong

Chinese Bank.Chinese Bank.Chinese Bank.Chinese Bank.

First Reading of BillsFirst Reading of BillsFirst Reading of BillsFirst Reading of Bills

SECURITIES (CLEARING HOUSES) BILLSECURITIES (CLEARING HOUSES) BILLSECURITIES (CLEARING HOUSES) BILLSECURITIES (CLEARING HOUSES) BILL



CONTRACTS FOR EMPLOYMENT OUTSIDE HONG KONG (AMENDMENT) BILL 1992CONTRACTS FOR EMPLOYMENT OUTSIDE HONG KONG (AMENDMENT) BILL 1992CONTRACTS FOR EMPLOYMENT OUTSIDE HONG KONG (AMENDMENT) BILL 1992CONTRACTS FOR EMPLOYMENT OUTSIDE HONG KONG (AMENDMENT) BILL 1992

EMPLOYMENT (AMENDMENT) BILL 1992EMPLOYMENT (AMENDMENT) BILL 1992EMPLOYMENT (AMENDMENT) BILL 1992EMPLOYMENT (AMENDMENT) BILL 1992

EMPLOYMENT (AMENDMENT) (NO. 2) BILL 1992EMPLOYMENT (AMENDMENT) (NO. 2) BILL 1992EMPLOYMENT (AMENDMENT) (NO. 2) BILL 1992EMPLOYMENT (AMENDMENT) (NO. 2) BILL 1992

FACTORIES AND INDUSTRIAL UNDERTAKINGS (AMENDMENT) BILL 1992FACTORIES AND INDUSTRIAL UNDERTAKINGS (AMENDMENT) BILL 1992FACTORIES AND INDUSTRIAL UNDERTAKINGS (AMENDMENT) BILL 1992FACTORIES AND INDUSTRIAL UNDERTAKINGS (AMENDMENT) BILL 1992

EMPLOYMENT (AMENDMENT) (NO. 3) BILL 1992EMPLOYMENT (AMENDMENT) (NO. 3) BILL 1992EMPLOYMENT (AMENDMENT) (NO. 3) BILL 1992EMPLOYMENT (AMENDMENT) (NO. 3) BILL 1992

FACTORIES AND INDUSTRIAL UNDERTAKINGS (AMENDMENT) (NO. 2) BILL 1992FACTORIES AND INDUSTRIAL UNDERTAKINGS (AMENDMENT) (NO. 2) BILL 1992FACTORIES AND INDUSTRIAL UNDERTAKINGS (AMENDMENT) (NO. 2) BILL 1992FACTORIES AND INDUSTRIAL UNDERTAKINGS (AMENDMENT) (NO. 2) BILL 1992

Bills read the First time and ordered to be set down for Second Reading pursuant toBills read the First time and ordered to be set down for Second Reading pursuant toBills read the First time and ordered to be set down for Second Reading pursuant toBills read the First time and ordered to be set down for Second Reading pursuant to

Standing Order 41(3).Standing Order 41(3).Standing Order 41(3).Standing Order 41(3).

Second Reading of BillsSecond Reading of BillsSecond Reading of BillsSecond Reading of Bills

SECURITIES (CLEARING HOUSES) BILLSECURITIES (CLEARING HOUSES) BILLSECURITIES (CLEARING HOUSES) BILLSECURITIES (CLEARING HOUSES) BILL

THE SECRETARY FOR MONETARY AFFAIRS moved the Second Reading of: "A Bill to empowerTHE SECRETARY FOR MONETARY AFFAIRS moved the Second Reading of: "A Bill to empowerTHE SECRETARY FOR MONETARY AFFAIRS moved the Second Reading of: "A Bill to empowerTHE SECRETARY FOR MONETARY AFFAIRS moved the Second Reading of: "A Bill to empower

the Commission to declare clearing houses to be recognized clearing houses for thethe Commission to declare clearing houses to be recognized clearing houses for thethe Commission to declare clearing houses to be recognized clearing houses for thethe Commission to declare clearing houses to be recognized clearing houses for the

purposes of this Ordinance, to provide for the approval by the Commission of the rulespurposes of this Ordinance, to provide for the approval by the Commission of the rulespurposes of this Ordinance, to provide for the approval by the Commission of the rulespurposes of this Ordinance, to provide for the approval by the Commission of the rules

of recognized clearing houses, to make provision for safeguarding the operations andof recognized clearing houses, to make provision for safeguarding the operations andof recognized clearing houses, to make provision for safeguarding the operations andof recognized clearing houses, to make provision for safeguarding the operations and

procedures of recognized clearing houses, and to provide for matters incidentalprocedures of recognized clearing houses, and to provide for matters incidentalprocedures of recognized clearing houses, and to provide for matters incidentalprocedures of recognized clearing houses, and to provide for matters incidental

thereto or connected therewith."thereto or connected therewith."thereto or connected therewith."thereto or connected therewith."

He said: Mr Deputy President, I move that the Securities (Clearing Houses) Bill beHe said: Mr Deputy President, I move that the Securities (Clearing Houses) Bill beHe said: Mr Deputy President, I move that the Securities (Clearing Houses) Bill beHe said: Mr Deputy President, I move that the Securities (Clearing Houses) Bill be

read the Second time.read the Second time.read the Second time.read the Second time.

The Securities (Clearing Houses) Bill seeks to provide a legislative frameworkThe Securities (Clearing Houses) Bill seeks to provide a legislative frameworkThe Securities (Clearing Houses) Bill seeks to provide a legislative frameworkThe Securities (Clearing Houses) Bill seeks to provide a legislative framework

for the operation of a central securities clearing and settlement system. Thefor the operation of a central securities clearing and settlement system. Thefor the operation of a central securities clearing and settlement system. Thefor the operation of a central securities clearing and settlement system. The

introduction of CCASS (an acronym for central clearing and settlement system) willintroduction of CCASS (an acronym for central clearing and settlement system) willintroduction of CCASS (an acronym for central clearing and settlement system) willintroduction of CCASS (an acronym for central clearing and settlement system) will

increase operational efficiency, reduce market risk, lower transaction costs andincrease operational efficiency, reduce market risk, lower transaction costs andincrease operational efficiency, reduce market risk, lower transaction costs andincrease operational efficiency, reduce market risk, lower transaction costs and

enhance Hong Kong's status as a leading financial centre.  The introduction of suchenhance Hong Kong's status as a leading financial centre.  The introduction of suchenhance Hong Kong's status as a leading financial centre.  The introduction of suchenhance Hong Kong's status as a leading financial centre.  The introduction of such

a system was one of the core recommendations in the Securities Review Committee Reporta system was one of the core recommendations in the Securities Review Committee Reporta system was one of the core recommendations in the Securities Review Committee Reporta system was one of the core recommendations in the Securities Review Committee Report

of May 1988 and the only major one which has yet to be implemented in whole or part.of May 1988 and the only major one which has yet to be implemented in whole or part.of May 1988 and the only major one which has yet to be implemented in whole or part.of May 1988 and the only major one which has yet to be implemented in whole or part.



The purpose of the Bill is to protect the netting anThe purpose of the Bill is to protect the netting anThe purpose of the Bill is to protect the netting anThe purpose of the Bill is to protect the netting and settlement operation ofd settlement operation ofd settlement operation ofd settlement operation of

CCASS from the effect of the statutory insolvency rules which would otherwise applyCCASS from the effect of the statutory insolvency rules which would otherwise applyCCASS from the effect of the statutory insolvency rules which would otherwise applyCCASS from the effect of the statutory insolvency rules which would otherwise apply

to the affairs of a participant which became bankrupt or went into liquidation.  Asto the affairs of a participant which became bankrupt or went into liquidation.  Asto the affairs of a participant which became bankrupt or went into liquidation.  Asto the affairs of a participant which became bankrupt or went into liquidation.  As

the clearing company, through the process of novation, will become a principalthe clearing company, through the process of novation, will become a principalthe clearing company, through the process of novation, will become a principalthe clearing company, through the process of novation, will become a principal

counterparty in each trade to both buying and selling brokers, any interference withcounterparty in each trade to both buying and selling brokers, any interference withcounterparty in each trade to both buying and selling brokers, any interference withcounterparty in each trade to both buying and selling brokers, any interference with

the settlement process by a third party would cause serious disruption to the systemthe settlement process by a third party would cause serious disruption to the systemthe settlement process by a third party would cause serious disruption to the systemthe settlement process by a third party would cause serious disruption to the system

and bring the netting process to a halt.  Such claims could arise when a defaultingand bring the netting process to a halt.  Such claims could arise when a defaultingand bring the netting process to a halt.  Such claims could arise when a defaultingand bring the netting process to a halt.  Such claims could arise when a defaulting

broker was involved in liquidation proceeding, as the liquidator would be able tobroker was involved in liquidation proceeding, as the liquidator would be able tobroker was involved in liquidation proceeding, as the liquidator would be able tobroker was involved in liquidation proceeding, as the liquidator would be able to

demand that shares which had been put into CCASS for settlement be withdrawn.  Thisdemand that shares which had been put into CCASS for settlement be withdrawn.  Thisdemand that shares which had been put into CCASS for settlement be withdrawn.  Thisdemand that shares which had been put into CCASS for settlement be withdrawn.  This

would not only void the netting of trades and render the whole system unworkable,would not only void the netting of trades and render the whole system unworkable,would not only void the netting of trades and render the whole system unworkable,would not only void the netting of trades and render the whole system unworkable,

but also cause a chain reaction of financial defaults or even severe market disruption.but also cause a chain reaction of financial defaults or even severe market disruption.but also cause a chain reaction of financial defaults or even severe market disruption.but also cause a chain reaction of financial defaults or even severe market disruption.

It is therefore in the public interest that the smooth operation of CCASS be assuredIt is therefore in the public interest that the smooth operation of CCASS be assuredIt is therefore in the public interest that the smooth operation of CCASS be assuredIt is therefore in the public interest that the smooth operation of CCASS be assured

by appropriate legislation.by appropriate legislation.by appropriate legislation.by appropriate legislation.

The Bill empowers the Securities and Futures The Bill empowers the Securities and Futures The Bill empowers the Securities and Futures The Bill empowers the Securities and Futures Commission to declare clearingCommission to declare clearingCommission to declare clearingCommission to declare clearing

houses as recognized and to approve the rules of recognized clearing houses.  Ahouses as recognized and to approve the rules of recognized clearing houses.  Ahouses as recognized and to approve the rules of recognized clearing houses.  Ahouses as recognized and to approve the rules of recognized clearing houses.  A

recognized clearing house is required to have "default rules" for the taking of actionrecognized clearing house is required to have "default rules" for the taking of actionrecognized clearing house is required to have "default rules" for the taking of actionrecognized clearing house is required to have "default rules" for the taking of action

in the event of a participant being unable to meet his obligations entered into within the event of a participant being unable to meet his obligations entered into within the event of a participant being unable to meet his obligations entered into within the event of a participant being unable to meet his obligations entered into with

the clearing house.  The scope of the default rules and the broker's assets whichthe clearing house.  The scope of the default rules and the broker's assets whichthe clearing house.  The scope of the default rules and the broker's assets whichthe clearing house.  The scope of the default rules and the broker's assets which

may be subject to a market charge are prescribed by the Bill.may be subject to a market charge are prescribed by the Bill.may be subject to a market charge are prescribed by the Bill.may be subject to a market charge are prescribed by the Bill.

Under CCASS, securities certificates will no longer have to be physicallyUnder CCASS, securities certificates will no longer have to be physicallyUnder CCASS, securities certificates will no longer have to be physicallyUnder CCASS, securities certificates will no longer have to be physically

transferred each time they are traded, but will be placed in custody with the clearingtransferred each time they are traded, but will be placed in custody with the clearingtransferred each time they are traded, but will be placed in custody with the clearingtransferred each time they are traded, but will be placed in custody with the clearing

house depository for use in the settlement of transaction between brokers.  Althoughhouse depository for use in the settlement of transaction between brokers.  Althoughhouse depository for use in the settlement of transaction between brokers.  Althoughhouse depository for use in the settlement of transaction between brokers.  Although

these securities registered in the name of common nominee are held in fungible form,these securities registered in the name of common nominee are held in fungible form,these securities registered in the name of common nominee are held in fungible form,these securities registered in the name of common nominee are held in fungible form,

the Bill has expressly preserved shareholders' voting rights as well as any person'sthe Bill has expressly preserved shareholders' voting rights as well as any person'sthe Bill has expressly preserved shareholders' voting rights as well as any person'sthe Bill has expressly preserved shareholders' voting rights as well as any person's

right to rectify a register of members under the Companies Ordinance.right to rectify a register of members under the Companies Ordinance.right to rectify a register of members under the Companies Ordinance.right to rectify a register of members under the Companies Ordinance.

Mr Deputy President, I move that the debate on this motion be now adjourned.Mr Deputy President, I move that the debate on this motion be now adjourned.Mr Deputy President, I move that the debate on this motion be now adjourned.Mr Deputy President, I move that the debate on this motion be now adjourned.

Question on the adjournment proposed, put and agreed to.Question on the adjournment proposed, put and agreed to.Question on the adjournment proposed, put and agreed to.Question on the adjournment proposed, put and agreed to.

CONTRACTS FOR EMPLOYMENT OUTSIDE HONG KONG (AMENDMENT) BILL 1992CONTRACTS FOR EMPLOYMENT OUTSIDE HONG KONG (AMENDMENT) BILL 1992CONTRACTS FOR EMPLOYMENT OUTSIDE HONG KONG (AMENDMENT) BILL 1992CONTRACTS FOR EMPLOYMENT OUTSIDE HONG KONG (AMENDMENT) BILL 1992

THE SECRETARY FOR EDUCATION AND MANPOWER moved the Second Reading of: "A Bill to amendTHE SECRETARY FOR EDUCATION AND MANPOWER moved the Second Reading of: "A Bill to amendTHE SECRETARY FOR EDUCATION AND MANPOWER moved the Second Reading of: "A Bill to amendTHE SECRETARY FOR EDUCATION AND MANPOWER moved the Second Reading of: "A Bill to amend

the Contracts for Employment Outside Hong Kong Ordinance."the Contracts for Employment Outside Hong Kong Ordinance."the Contracts for Employment Outside Hong Kong Ordinance."the Contracts for Employment Outside Hong Kong Ordinance."



He said: Mr Deputy President, I move the Second Reading of the Contracts for EmploymentHe said: Mr Deputy President, I move the Second Reading of the Contracts for EmploymentHe said: Mr Deputy President, I move the Second Reading of the Contracts for EmploymentHe said: Mr Deputy President, I move the Second Reading of the Contracts for Employment

Outside Hong Kong (Amendment) Bill 1992.Outside Hong Kong (Amendment) Bill 1992.Outside Hong Kong (Amendment) Bill 1992.Outside Hong Kong (Amendment) Bill 1992.

This is the first of six Bills the Second Reading of which I shall be moving thisThis is the first of six Bills the Second Reading of which I shall be moving thisThis is the first of six Bills the Second Reading of which I shall be moving thisThis is the first of six Bills the Second Reading of which I shall be moving this

afternoon.  Five of the six Bills are concerned, directly or indirectly, withafternoon.  Five of the six Bills are concerned, directly or indirectly, withafternoon.  Five of the six Bills are concerned, directly or indirectly, withafternoon.  Five of the six Bills are concerned, directly or indirectly, with

safeguarding the interests of Hong Kong workers.  Their introduction demonstratessafeguarding the interests of Hong Kong workers.  Their introduction demonstratessafeguarding the interests of Hong Kong workers.  Their introduction demonstratessafeguarding the interests of Hong Kong workers.  Their introduction demonstrates

the sincerity of the commitment which I gave in this Council on  29 January that thethe sincerity of the commitment which I gave in this Council on  29 January that thethe sincerity of the commitment which I gave in this Council on  29 January that thethe sincerity of the commitment which I gave in this Council on  29 January that the

Government will not overlook the interests of the local workforce.Government will not overlook the interests of the local workforce.Government will not overlook the interests of the local workforce.Government will not overlook the interests of the local workforce.

The purpose of the Bill before Members is to extend the protection of the ContractsThe purpose of the Bill before Members is to extend the protection of the ContractsThe purpose of the Bill before Members is to extend the protection of the ContractsThe purpose of the Bill before Members is to extend the protection of the Contracts

for Employment Outside Hong Kong Ordinance to certain non-manual employees and alsofor Employment Outside Hong Kong Ordinance to certain non-manual employees and alsofor Employment Outside Hong Kong Ordinance to certain non-manual employees and alsofor Employment Outside Hong Kong Ordinance to certain non-manual employees and also

to clarify certain provisions of the Ordinance.to clarify certain provisions of the Ordinance.to clarify certain provisions of the Ordinance.to clarify certain provisions of the Ordinance.

At present, the Contracts for EmployAt present, the Contracts for EmployAt present, the Contracts for EmployAt present, the Contracts for Employment Outside Hong Kong Ordinance, whichment Outside Hong Kong Ordinance, whichment Outside Hong Kong Ordinance, whichment Outside Hong Kong Ordinance, which

controls contracts of employment entered into in Hong Kong by workers proceeding tocontrols contracts of employment entered into in Hong Kong by workers proceeding tocontrols contracts of employment entered into in Hong Kong by workers proceeding tocontrols contracts of employment entered into in Hong Kong by workers proceeding to

work wholly or partially outside Hong Kong, applies to manual workers only.  Itwork wholly or partially outside Hong Kong, applies to manual workers only.  Itwork wholly or partially outside Hong Kong, applies to manual workers only.  Itwork wholly or partially outside Hong Kong, applies to manual workers only.  It

requires that the contracts be attested by the Commissioner for Labour before therequires that the contracts be attested by the Commissioner for Labour before therequires that the contracts be attested by the Commissioner for Labour before therequires that the contracts be attested by the Commissioner for Labour before the

worker proceeds to work outside Hong Kong.worker proceeds to work outside Hong Kong.worker proceeds to work outside Hong Kong.worker proceeds to work outside Hong Kong.

In recent years, an increasing number of workers from Hong Kong have taken upIn recent years, an increasing number of workers from Hong Kong have taken upIn recent years, an increasing number of workers from Hong Kong have taken upIn recent years, an increasing number of workers from Hong Kong have taken up

non-manual jobs, such as technicians and supervisors, overseas.  As no written andnon-manual jobs, such as technicians and supervisors, overseas.  As no written andnon-manual jobs, such as technicians and supervisors, overseas.  As no written andnon-manual jobs, such as technicians and supervisors, overseas.  As no written and

attested contracts exist for non-manual workers, they often find it difficult to claimattested contracts exist for non-manual workers, they often find it difficult to claimattested contracts exist for non-manual workers, they often find it difficult to claimattested contracts exist for non-manual workers, they often find it difficult to claim

their due entitlements in case of disputes.  The Bill therefore proposes to extendtheir due entitlements in case of disputes.  The Bill therefore proposes to extendtheir due entitlements in case of disputes.  The Bill therefore proposes to extendtheir due entitlements in case of disputes.  The Bill therefore proposes to extend

the ambit of the Ordinance to give them protection.  However, it is not proposed thatthe ambit of the Ordinance to give them protection.  However, it is not proposed thatthe ambit of the Ordinance to give them protection.  However, it is not proposed thatthe ambit of the Ordinance to give them protection.  However, it is not proposed that

the Ordinance should cover non-manual employees who work in professional or seniorthe Ordinance should cover non-manual employees who work in professional or seniorthe Ordinance should cover non-manual employees who work in professional or seniorthe Ordinance should cover non-manual employees who work in professional or senior

executive posts because they are generally capable of protecting their own interestsexecutive posts because they are generally capable of protecting their own interestsexecutive posts because they are generally capable of protecting their own interestsexecutive posts because they are generally capable of protecting their own interests

by negotiating favourable employment terms.  Bringing them under the control of theby negotiating favourable employment terms.  Bringing them under the control of theby negotiating favourable employment terms.  Bringing them under the control of theby negotiating favourable employment terms.  Bringing them under the control of the

Ordinance will restrict their flexibility in negotiation and render attestation ofOrdinance will restrict their flexibility in negotiation and render attestation ofOrdinance will restrict their flexibility in negotiation and render attestation ofOrdinance will restrict their flexibility in negotiation and render attestation of

their employment contracts mandatory.their employment contracts mandatory.their employment contracts mandatory.their employment contracts mandatory.

The Bill proposes to empower the Secretary for Education and Manpower to set aThe Bill proposes to empower the Secretary for Education and Manpower to set aThe Bill proposes to empower the Secretary for Education and Manpower to set aThe Bill proposes to empower the Secretary for Education and Manpower to set a

monthly wage ceiling above which non-manual employees will not be covered by themonthly wage ceiling above which non-manual employees will not be covered by themonthly wage ceiling above which non-manual employees will not be covered by themonthly wage ceiling above which non-manual employees will not be covered by the

Ordinance.  Subject to the Bill being passed, I intend to set this ceiling initiallyOrdinance.  Subject to the Bill being passed, I intend to set this ceiling initiallyOrdinance.  Subject to the Bill being passed, I intend to set this ceiling initiallyOrdinance.  Subject to the Bill being passed, I intend to set this ceiling initially

at $20,000 a month.  This wage ceiling will be revised from time to time, by noticeat $20,000 a month.  This wage ceiling will be revised from time to time, by noticeat $20,000 a month.  This wage ceiling will be revised from time to time, by noticeat $20,000 a month.  This wage ceiling will be revised from time to time, by notice

in the Gazette, to keep it in line with wage movements.in the Gazette, to keep it in line with wage movements.in the Gazette, to keep it in line with wage movements.in the Gazette, to keep it in line with wage movements.

Another phenomenon in receAnother phenomenon in receAnother phenomenon in receAnother phenomenon in recent years has been the increase in the number ofnt years has been the increase in the number ofnt years has been the increase in the number ofnt years has been the increase in the number of

employees working for local employers outside Hong Kong.  As the Contracts foremployees working for local employers outside Hong Kong.  As the Contracts foremployees working for local employers outside Hong Kong.  As the Contracts foremployees working for local employers outside Hong Kong.  As the Contracts for



Employment Outside Hong Kong Ordinance is only intended to give protection to HongEmployment Outside Hong Kong Ordinance is only intended to give protection to HongEmployment Outside Hong Kong Ordinance is only intended to give protection to HongEmployment Outside Hong Kong Ordinance is only intended to give protection to Hong

Kong employees taking up employment outside Hong Kong with foreign employers, theKong employees taking up employment outside Hong Kong with foreign employers, theKong employees taking up employment outside Hong Kong with foreign employers, theKong employees taking up employment outside Hong Kong with foreign employers, the

Bill seeks to spell out such intent in the application clause of the Ordinance.  ThisBill seeks to spell out such intent in the application clause of the Ordinance.  ThisBill seeks to spell out such intent in the application clause of the Ordinance.  ThisBill seeks to spell out such intent in the application clause of the Ordinance.  This

also serves to make clear that employees engaged by foreign employers to work outsidealso serves to make clear that employees engaged by foreign employers to work outsidealso serves to make clear that employees engaged by foreign employers to work outsidealso serves to make clear that employees engaged by foreign employers to work outside

Hong Kong are excluded from the coverage of the Employment Ordinance while allHong Kong are excluded from the coverage of the Employment Ordinance while allHong Kong are excluded from the coverage of the Employment Ordinance while allHong Kong are excluded from the coverage of the Employment Ordinance while all

employees engaged by Hong Kong employers to work partially or wholly outside Hongemployees engaged by Hong Kong employers to work partially or wholly outside Hongemployees engaged by Hong Kong employers to work partially or wholly outside Hongemployees engaged by Hong Kong employers to work partially or wholly outside Hong

Kong are protected by it.  Such clarification will be in the interest of Hong KongKong are protected by it.  Such clarification will be in the interest of Hong KongKong are protected by it.  Such clarification will be in the interest of Hong KongKong are protected by it.  Such clarification will be in the interest of Hong Kong

workers who work across the border in mainland China.  An informal estimate showsworkers who work across the border in mainland China.  An informal estimate showsworkers who work across the border in mainland China.  An informal estimate showsworkers who work across the border in mainland China.  An informal estimate shows

that there are 50 000 to 60 000 workers in this category.that there are 50 000 to 60 000 workers in this category.that there are 50 000 to 60 000 workers in this category.that there are 50 000 to 60 000 workers in this category.

The Bill also proposes to rectify some minor inadequacies in the Contracts forThe Bill also proposes to rectify some minor inadequacies in the Contracts forThe Bill also proposes to rectify some minor inadequacies in the Contracts forThe Bill also proposes to rectify some minor inadequacies in the Contracts for

Employment Outside Hong Kong Ordinance.Employment Outside Hong Kong Ordinance.Employment Outside Hong Kong Ordinance.Employment Outside Hong Kong Ordinance.

First, the Bill seeks to specify certain essential emFirst, the Bill seeks to specify certain essential emFirst, the Bill seeks to specify certain essential emFirst, the Bill seeks to specify certain essential employment terms, such as paidployment terms, such as paidployment terms, such as paidployment terms, such as paid

holidays and annual leave, notice or wages in lieu of notice on termination andholidays and annual leave, notice or wages in lieu of notice on termination andholidays and annual leave, notice or wages in lieu of notice on termination andholidays and annual leave, notice or wages in lieu of notice on termination and

compensation for injury, for employees falling under the ambit of the Ordinance.compensation for injury, for employees falling under the ambit of the Ordinance.compensation for injury, for employees falling under the ambit of the Ordinance.compensation for injury, for employees falling under the ambit of the Ordinance.

This is to ensure that their terms of employment are no less favourable than thoseThis is to ensure that their terms of employment are no less favourable than thoseThis is to ensure that their terms of employment are no less favourable than thoseThis is to ensure that their terms of employment are no less favourable than those

obtainable under the Employment Ordinance.obtainable under the Employment Ordinance.obtainable under the Employment Ordinance.obtainable under the Employment Ordinance.

Second, the Bill proposes to remove the requirement for certification by theSecond, the Bill proposes to remove the requirement for certification by theSecond, the Bill proposes to remove the requirement for certification by theSecond, the Bill proposes to remove the requirement for certification by the

Commissioner for Labour of the status of persons migrating for employment.  ThisCommissioner for Labour of the status of persons migrating for employment.  ThisCommissioner for Labour of the status of persons migrating for employment.  ThisCommissioner for Labour of the status of persons migrating for employment.  This

provision is out-of-date as migration to other countries is now well-documented.provision is out-of-date as migration to other countries is now well-documented.provision is out-of-date as migration to other countries is now well-documented.provision is out-of-date as migration to other countries is now well-documented.

Third, the Bill proposes to extend the time limit for prosecuting offences underThird, the Bill proposes to extend the time limit for prosecuting offences underThird, the Bill proposes to extend the time limit for prosecuting offences underThird, the Bill proposes to extend the time limit for prosecuting offences under

the Ordinance from six months to one year to facilitate prosecution work.the Ordinance from six months to one year to facilitate prosecution work.the Ordinance from six months to one year to facilitate prosecution work.the Ordinance from six months to one year to facilitate prosecution work.

Finally, in line with the terminology used in otherFinally, in line with the terminology used in otherFinally, in line with the terminology used in otherFinally, in line with the terminology used in other employment legislation, the employment legislation, the employment legislation, the employment legislation, the

Bill proposes to amend the term "workers" in the Ordinance to read "employees".  ItBill proposes to amend the term "workers" in the Ordinance to read "employees".  ItBill proposes to amend the term "workers" in the Ordinance to read "employees".  ItBill proposes to amend the term "workers" in the Ordinance to read "employees".  It

also seeks to make a consequential amendment to the Employment Ordinance to coveralso seeks to make a consequential amendment to the Employment Ordinance to coveralso seeks to make a consequential amendment to the Employment Ordinance to coveralso seeks to make a consequential amendment to the Employment Ordinance to cover

this point.this point.this point.this point.

The Bill has the support of the Labour AdvisoryThe Bill has the support of the Labour AdvisoryThe Bill has the support of the Labour AdvisoryThe Bill has the support of the Labour Advisory Board. Board. Board. Board.

Mr Deputy President, I move that the debate on this motion be now adjourned.Mr Deputy President, I move that the debate on this motion be now adjourned.Mr Deputy President, I move that the debate on this motion be now adjourned.Mr Deputy President, I move that the debate on this motion be now adjourned.

Question on the adjournment proposed, put and agreed to.Question on the adjournment proposed, put and agreed to.Question on the adjournment proposed, put and agreed to.Question on the adjournment proposed, put and agreed to.



EMPLOYMENT (AMENDMENT) BILL 1992EMPLOYMENT (AMENDMENT) BILL 1992EMPLOYMENT (AMENDMENT) BILL 1992EMPLOYMENT (AMENDMENT) BILL 1992

THE SECRETARY FOR EDUCATION AND MANPOWER moved the Second Reading of: "A Bill to amendTHE SECRETARY FOR EDUCATION AND MANPOWER moved the Second Reading of: "A Bill to amendTHE SECRETARY FOR EDUCATION AND MANPOWER moved the Second Reading of: "A Bill to amendTHE SECRETARY FOR EDUCATION AND MANPOWER moved the Second Reading of: "A Bill to amend

the Employment Ordinance."the Employment Ordinance."the Employment Ordinance."the Employment Ordinance."

He said: Mr Deputy President, I move the Second Reading of the Employment (Amendment)He said: Mr Deputy President, I move the Second Reading of the Employment (Amendment)He said: Mr Deputy President, I move the Second Reading of the Employment (Amendment)He said: Mr Deputy President, I move the Second Reading of the Employment (Amendment)

Bill 1992.Bill 1992.Bill 1992.Bill 1992.

The Bill seeks to improve the control on employment agencies by introducing aThe Bill seeks to improve the control on employment agencies by introducing aThe Bill seeks to improve the control on employment agencies by introducing aThe Bill seeks to improve the control on employment agencies by introducing a

number of amendments to Part XII of the Employment Ordinance.number of amendments to Part XII of the Employment Ordinance.number of amendments to Part XII of the Employment Ordinance.number of amendments to Part XII of the Employment Ordinance.

In recent years, employment agencies have become more sophisticated and some ofIn recent years, employment agencies have become more sophisticated and some ofIn recent years, employment agencies have become more sophisticated and some ofIn recent years, employment agencies have become more sophisticated and some of

them are multi-national operations.  They have introduced new modes of operationthem are multi-national operations.  They have introduced new modes of operationthem are multi-national operations.  They have introduced new modes of operationthem are multi-national operations.  They have introduced new modes of operation

unanticipated by the existing regulatory provisions in the legislation.  Some of theunanticipated by the existing regulatory provisions in the legislation.  Some of theunanticipated by the existing regulatory provisions in the legislation.  Some of theunanticipated by the existing regulatory provisions in the legislation.  Some of the

provisions have become out-of-date and are incompatible with modern-day operationsprovisions have become out-of-date and are incompatible with modern-day operationsprovisions have become out-of-date and are incompatible with modern-day operationsprovisions have become out-of-date and are incompatible with modern-day operations

of employment agencies.of employment agencies.of employment agencies.of employment agencies.

The first proposed amendment is to remove the requirement for employment agenciesThe first proposed amendment is to remove the requirement for employment agenciesThe first proposed amendment is to remove the requirement for employment agenciesThe first proposed amendment is to remove the requirement for employment agencies

to obtain separate local and overseas licences for dealing with employment withinto obtain separate local and overseas licences for dealing with employment withinto obtain separate local and overseas licences for dealing with employment withinto obtain separate local and overseas licences for dealing with employment within

and outside Hong Kong.and outside Hong Kong.and outside Hong Kong.and outside Hong Kong.

Secondly, the Bill seeks to make provision that an application for a licence bySecondly, the Bill seeks to make provision that an application for a licence bySecondly, the Bill seeks to make provision that an application for a licence bySecondly, the Bill seeks to make provision that an application for a licence by

a company must be made by a director of the company on its behalf.a company must be made by a director of the company on its behalf.a company must be made by a director of the company on its behalf.a company must be made by a director of the company on its behalf.

Thirdly, the Bill seeks to make provision for the Thirdly, the Bill seeks to make provision for the Thirdly, the Bill seeks to make provision for the Thirdly, the Bill seeks to make provision for the licensing of branch officeslicensing of branch officeslicensing of branch officeslicensing of branch offices

of an employment agency.  The proposed amendment will enable an employment agencyof an employment agency.  The proposed amendment will enable an employment agencyof an employment agency.  The proposed amendment will enable an employment agencyof an employment agency.  The proposed amendment will enable an employment agency

to operate with one licence for the main office and a duplicate licence for each branchto operate with one licence for the main office and a duplicate licence for each branchto operate with one licence for the main office and a duplicate licence for each branchto operate with one licence for the main office and a duplicate licence for each branch

office and display it at all times in a conspicuous place on the premises.office and display it at all times in a conspicuous place on the premises.office and display it at all times in a conspicuous place on the premises.office and display it at all times in a conspicuous place on the premises.

The fourth proposed change seeks to abolish the keeping of prescribed registersThe fourth proposed change seeks to abolish the keeping of prescribed registersThe fourth proposed change seeks to abolish the keeping of prescribed registersThe fourth proposed change seeks to abolish the keeping of prescribed registers

of job applicants and prospective employers and submission of returns on details ofof job applicants and prospective employers and submission of returns on details ofof job applicants and prospective employers and submission of returns on details ofof job applicants and prospective employers and submission of returns on details of

placements by employment agencies.  Instead, agencies will be required to keepplacements by employment agencies.  Instead, agencies will be required to keepplacements by employment agencies.  Instead, agencies will be required to keepplacements by employment agencies.  Instead, agencies will be required to keep

records of essential information on job applicants and employers and make such recordsrecords of essential information on job applicants and employers and make such recordsrecords of essential information on job applicants and employers and make such recordsrecords of essential information on job applicants and employers and make such records

available for inspection.available for inspection.available for inspection.available for inspection.

Fifthly, the Bill proposes to remove all restrictions on charges to employers.Fifthly, the Bill proposes to remove all restrictions on charges to employers.Fifthly, the Bill proposes to remove all restrictions on charges to employers.Fifthly, the Bill proposes to remove all restrictions on charges to employers.

At present, an employment agency is not allowed to receive payment from an employerAt present, an employment agency is not allowed to receive payment from an employerAt present, an employment agency is not allowed to receive payment from an employerAt present, an employment agency is not allowed to receive payment from an employer

other than the prescribed registration fee before successful procurement.other than the prescribed registration fee before successful procurement.other than the prescribed registration fee before successful procurement.other than the prescribed registration fee before successful procurement.



Commission, which must be agreed upon beforehand, is payable only after the personCommission, which must be agreed upon beforehand, is payable only after the personCommission, which must be agreed upon beforehand, is payable only after the personCommission, which must be agreed upon beforehand, is payable only after the person

introduced by the agency has been successfully employed.  However, there is aintroduced by the agency has been successfully employed.  However, there is aintroduced by the agency has been successfully employed.  However, there is aintroduced by the agency has been successfully employed.  However, there is a

practical need for employment agencies, in particular the so-called "head-hunting"practical need for employment agencies, in particular the so-called "head-hunting"practical need for employment agencies, in particular the so-called "head-hunting"practical need for employment agencies, in particular the so-called "head-hunting"

companies, to charge a service fee as soon as the employer has placed a job ordercompanies, to charge a service fee as soon as the employer has placed a job ordercompanies, to charge a service fee as soon as the employer has placed a job ordercompanies, to charge a service fee as soon as the employer has placed a job order

with the agency concerned in order to defray expenses incurred in recruitment.  Thewith the agency concerned in order to defray expenses incurred in recruitment.  Thewith the agency concerned in order to defray expenses incurred in recruitment.  Thewith the agency concerned in order to defray expenses incurred in recruitment.  The

existing restrictions on charges by employment agencies are out-of-date.existing restrictions on charges by employment agencies are out-of-date.existing restrictions on charges by employment agencies are out-of-date.existing restrictions on charges by employment agencies are out-of-date.

The sixth proposed change is to abolish the provision for charging of registrationThe sixth proposed change is to abolish the provision for charging of registrationThe sixth proposed change is to abolish the provision for charging of registrationThe sixth proposed change is to abolish the provision for charging of registration

fee from job applicants.  This is to protect job applicants from being charged byfee from job applicants.  This is to protect job applicants from being charged byfee from job applicants.  This is to protect job applicants from being charged byfee from job applicants.  This is to protect job applicants from being charged by

agencies which have no real intention or ability to help them procure employment.agencies which have no real intention or ability to help them procure employment.agencies which have no real intention or ability to help them procure employment.agencies which have no real intention or ability to help them procure employment.

Finally, the Bill proposes to permit an agency to share its commission withFinally, the Bill proposes to permit an agency to share its commission withFinally, the Bill proposes to permit an agency to share its commission withFinally, the Bill proposes to permit an agency to share its commission with

another agency to facilitate genuine business co-operation amongst agencies.another agency to facilitate genuine business co-operation amongst agencies.another agency to facilitate genuine business co-operation amongst agencies.another agency to facilitate genuine business co-operation amongst agencies.

The Bill has the support of theThe Bill has the support of theThe Bill has the support of theThe Bill has the support of the Labour Advisory Board. Labour Advisory Board. Labour Advisory Board. Labour Advisory Board.

Mr Deputy President, I move that the debate on this motion be adjourned.Mr Deputy President, I move that the debate on this motion be adjourned.Mr Deputy President, I move that the debate on this motion be adjourned.Mr Deputy President, I move that the debate on this motion be adjourned.

Question on the adjournment proposed, put and agreed to.Question on the adjournment proposed, put and agreed to.Question on the adjournment proposed, put and agreed to.Question on the adjournment proposed, put and agreed to.

EMPLOYMENT (AMENDMENT) (NO. 2) BILL 1992EMPLOYMENT (AMENDMENT) (NO. 2) BILL 1992EMPLOYMENT (AMENDMENT) (NO. 2) BILL 1992EMPLOYMENT (AMENDMENT) (NO. 2) BILL 1992

THE SECRETARY FOR EDUCATION AND MANPOWER moved the Second Reading of: "A Bill to amendTHE SECRETARY FOR EDUCATION AND MANPOWER moved the Second Reading of: "A Bill to amendTHE SECRETARY FOR EDUCATION AND MANPOWER moved the Second Reading of: "A Bill to amendTHE SECRETARY FOR EDUCATION AND MANPOWER moved the Second Reading of: "A Bill to amend

the Employment Ordinance."the Employment Ordinance."the Employment Ordinance."the Employment Ordinance."

He said: Mr Deputy President, I move the Second Reading of the Employment (Amendment)He said: Mr Deputy President, I move the Second Reading of the Employment (Amendment)He said: Mr Deputy President, I move the Second Reading of the Employment (Amendment)He said: Mr Deputy President, I move the Second Reading of the Employment (Amendment)

(No. 2) Bill 1992.(No. 2) Bill 1992.(No. 2) Bill 1992.(No. 2) Bill 1992.

Loopholes have been identified in those provisions of the Employment OrdinanLoopholes have been identified in those provisions of the Employment OrdinanLoopholes have been identified in those provisions of the Employment OrdinanLoopholes have been identified in those provisions of the Employment Ordinancececece

and the Factories and Industrial Undertakings Ordinance which are concerned with theand the Factories and Industrial Undertakings Ordinance which are concerned with theand the Factories and Industrial Undertakings Ordinance which are concerned with theand the Factories and Industrial Undertakings Ordinance which are concerned with the

protection of employees against discrimination or dismissal by employers on groundsprotection of employees against discrimination or dismissal by employers on groundsprotection of employees against discrimination or dismissal by employers on groundsprotection of employees against discrimination or dismissal by employers on grounds

that the employees have assisted in the enforcement of these Ordinances.  Underthat the employees have assisted in the enforcement of these Ordinances.  Underthat the employees have assisted in the enforcement of these Ordinances.  Underthat the employees have assisted in the enforcement of these Ordinances.  Under

section 72B of the Employment Ordinance, employees are protected for having assistedsection 72B of the Employment Ordinance, employees are protected for having assistedsection 72B of the Employment Ordinance, employees are protected for having assistedsection 72B of the Employment Ordinance, employees are protected for having assisted

in the investigation or proceedings concerning breach of the Ordinance.  However thein the investigation or proceedings concerning breach of the Ordinance.  However thein the investigation or proceedings concerning breach of the Ordinance.  However thein the investigation or proceedings concerning breach of the Ordinance.  However the

protection against victimization in section 72B of the Employment Ordinance does notprotection against victimization in section 72B of the Employment Ordinance does notprotection against victimization in section 72B of the Employment Ordinance does notprotection against victimization in section 72B of the Employment Ordinance does not

cover matters relating to accidents to employees or safety at work.  At the same time,cover matters relating to accidents to employees or safety at work.  At the same time,cover matters relating to accidents to employees or safety at work.  At the same time,cover matters relating to accidents to employees or safety at work.  At the same time,

although occupational safety is covered by the Factories and Industrial Undertakingsalthough occupational safety is covered by the Factories and Industrial Undertakingsalthough occupational safety is covered by the Factories and Industrial Undertakingsalthough occupational safety is covered by the Factories and Industrial Undertakings

Ordinance, that Ordinance only applies to premises classified as factories andOrdinance, that Ordinance only applies to premises classified as factories andOrdinance, that Ordinance only applies to premises classified as factories andOrdinance, that Ordinance only applies to premises classified as factories and



industrial undertakings.industrial undertakings.industrial undertakings.industrial undertakings.

To close this loophole, the amendment Bill seeks to extend the remit of theTo close this loophole, the amendment Bill seeks to extend the remit of theTo close this loophole, the amendment Bill seeks to extend the remit of theTo close this loophole, the amendment Bill seeks to extend the remit of the

protection in section 72B of the Employment Ordinance so that employees givingprotection in section 72B of the Employment Ordinance so that employees givingprotection in section 72B of the Employment Ordinance so that employees givingprotection in section 72B of the Employment Ordinance so that employees giving

assistance in proceedings against employers in connection with matters concerningassistance in proceedings against employers in connection with matters concerningassistance in proceedings against employers in connection with matters concerningassistance in proceedings against employers in connection with matters concerning

accidents to an employee or safety at work will be protected from victimization.  Thusaccidents to an employee or safety at work will be protected from victimization.  Thusaccidents to an employee or safety at work will be protected from victimization.  Thusaccidents to an employee or safety at work will be protected from victimization.  Thus

occupational safety matters in employment settings outside factories and industrialoccupational safety matters in employment settings outside factories and industrialoccupational safety matters in employment settings outside factories and industrialoccupational safety matters in employment settings outside factories and industrial

undertakings are brought under the remit of protection against victimization.undertakings are brought under the remit of protection against victimization.undertakings are brought under the remit of protection against victimization.undertakings are brought under the remit of protection against victimization.

Mr DepuMr DepuMr DepuMr Deputy President, I move that the debate on this motion be adjourned.ty President, I move that the debate on this motion be adjourned.ty President, I move that the debate on this motion be adjourned.ty President, I move that the debate on this motion be adjourned.

Question on the adjournment proposed, put and agreed to.Question on the adjournment proposed, put and agreed to.Question on the adjournment proposed, put and agreed to.Question on the adjournment proposed, put and agreed to.

FACTORIES AND INDUSTRIAL UNDERTAKINGS (AMENDMENT) BILL 1992FACTORIES AND INDUSTRIAL UNDERTAKINGS (AMENDMENT) BILL 1992FACTORIES AND INDUSTRIAL UNDERTAKINGS (AMENDMENT) BILL 1992FACTORIES AND INDUSTRIAL UNDERTAKINGS (AMENDMENT) BILL 1992

THE SECRETARY FOR EDUCATION AND MANPOWER moved the Second Reading of: "A Bill to amendTHE SECRETARY FOR EDUCATION AND MANPOWER moved the Second Reading of: "A Bill to amendTHE SECRETARY FOR EDUCATION AND MANPOWER moved the Second Reading of: "A Bill to amendTHE SECRETARY FOR EDUCATION AND MANPOWER moved the Second Reading of: "A Bill to amend

the Factories and Industrial Undertakings Ordinance."the Factories and Industrial Undertakings Ordinance."the Factories and Industrial Undertakings Ordinance."the Factories and Industrial Undertakings Ordinance."

He said: Mr Deputy President, I move the Second Reading of the Factories and IndustrialHe said: Mr Deputy President, I move the Second Reading of the Factories and IndustrialHe said: Mr Deputy President, I move the Second Reading of the Factories and IndustrialHe said: Mr Deputy President, I move the Second Reading of the Factories and Industrial

Undertakings (Amendment) Bill 1992.Undertakings (Amendment) Bill 1992.Undertakings (Amendment) Bill 1992.Undertakings (Amendment) Bill 1992.

Earlier, in moving the Second Reading of the Employment (Earlier, in moving the Second Reading of the Employment (Earlier, in moving the Second Reading of the Employment (Earlier, in moving the Second Reading of the Employment (Amendment) (No. 2) BillAmendment) (No. 2) BillAmendment) (No. 2) BillAmendment) (No. 2) Bill

1992, I said that certain loopholes in the protection against victimization afforded1992, I said that certain loopholes in the protection against victimization afforded1992, I said that certain loopholes in the protection against victimization afforded1992, I said that certain loopholes in the protection against victimization afforded

by the Employment Ordinance and the Factories and Industrial Undertakings Ordinanceby the Employment Ordinance and the Factories and Industrial Undertakings Ordinanceby the Employment Ordinance and the Factories and Industrial Undertakings Ordinanceby the Employment Ordinance and the Factories and Industrial Undertakings Ordinance

had been identified.  The object of the Factories and Industrial Undertakingshad been identified.  The object of the Factories and Industrial Undertakingshad been identified.  The object of the Factories and Industrial Undertakingshad been identified.  The object of the Factories and Industrial Undertakings

(Amendment) Bill 1992 is to plug one of those loopholes.(Amendment) Bill 1992 is to plug one of those loopholes.(Amendment) Bill 1992 is to plug one of those loopholes.(Amendment) Bill 1992 is to plug one of those loopholes.

Section 6 of the Factories and Industrial Undertakings Ordinance prohibitsSection 6 of the Factories and Industrial Undertakings Ordinance prohibitsSection 6 of the Factories and Industrial Undertakings Ordinance prohibitsSection 6 of the Factories and Industrial Undertakings Ordinance prohibits

employers from discriminating against or dismissing employees who have assisted inemployers from discriminating against or dismissing employees who have assisted inemployers from discriminating against or dismissing employees who have assisted inemployers from discriminating against or dismissing employees who have assisted in

the enforcement of the provisions of that Ordinance. However, the Ordinance does notthe enforcement of the provisions of that Ordinance. However, the Ordinance does notthe enforcement of the provisions of that Ordinance. However, the Ordinance does notthe enforcement of the provisions of that Ordinance. However, the Ordinance does not

contain a sanction against contravention of this provision.  The Bill now in frontcontain a sanction against contravention of this provision.  The Bill now in frontcontain a sanction against contravention of this provision.  The Bill now in frontcontain a sanction against contravention of this provision.  The Bill now in front

of Members seeks to introduce a sanction against contravention of the provision,of Members seeks to introduce a sanction against contravention of the provision,of Members seeks to introduce a sanction against contravention of the provision,of Members seeks to introduce a sanction against contravention of the provision,

namely a fine of $20,000. This sanction is in line with that under a similar provisionnamely a fine of $20,000. This sanction is in line with that under a similar provisionnamely a fine of $20,000. This sanction is in line with that under a similar provisionnamely a fine of $20,000. This sanction is in line with that under a similar provision

in section 63A of the Employment Ordinance.in section 63A of the Employment Ordinance.in section 63A of the Employment Ordinance.in section 63A of the Employment Ordinance.

Mr Deputy Present, I move that the debate on this motion be now adjourned.Mr Deputy Present, I move that the debate on this motion be now adjourned.Mr Deputy Present, I move that the debate on this motion be now adjourned.Mr Deputy Present, I move that the debate on this motion be now adjourned.



Question on the adjournment proposed, put and agreed to.Question on the adjournment proposed, put and agreed to.Question on the adjournment proposed, put and agreed to.Question on the adjournment proposed, put and agreed to.

EMPLOYMENT (AMENDMENT) (NO. 3) BILL 1992EMPLOYMENT (AMENDMENT) (NO. 3) BILL 1992EMPLOYMENT (AMENDMENT) (NO. 3) BILL 1992EMPLOYMENT (AMENDMENT) (NO. 3) BILL 1992

THE SECRETARY FOR EDUCATION AND MANPOWER moved the Second Reading of: "A Bill to amendTHE SECRETARY FOR EDUCATION AND MANPOWER moved the Second Reading of: "A Bill to amendTHE SECRETARY FOR EDUCATION AND MANPOWER moved the Second Reading of: "A Bill to amendTHE SECRETARY FOR EDUCATION AND MANPOWER moved the Second Reading of: "A Bill to amend

the Employment Ordinance."the Employment Ordinance."the Employment Ordinance."the Employment Ordinance."

He said: Mr Deputy President, I move the Second Reading of the Employment (Amendment)He said: Mr Deputy President, I move the Second Reading of the Employment (Amendment)He said: Mr Deputy President, I move the Second Reading of the Employment (Amendment)He said: Mr Deputy President, I move the Second Reading of the Employment (Amendment)

(No. 3) Bill 1992.(No. 3) Bill 1992.(No. 3) Bill 1992.(No. 3) Bill 1992.

The Bill seThe Bill seThe Bill seThe Bill seeks to increase the penalties under the Employment Ordinance foreks to increase the penalties under the Employment Ordinance foreks to increase the penalties under the Employment Ordinance foreks to increase the penalties under the Employment Ordinance for

certain offences.  Cases of unlawful deduction and underpayment of wages bycertain offences.  Cases of unlawful deduction and underpayment of wages bycertain offences.  Cases of unlawful deduction and underpayment of wages bycertain offences.  Cases of unlawful deduction and underpayment of wages by

unscrupulous employers have arisen under the labour importation schemes.  In orderunscrupulous employers have arisen under the labour importation schemes.  In orderunscrupulous employers have arisen under the labour importation schemes.  In orderunscrupulous employers have arisen under the labour importation schemes.  In order

to deter such malpractice, it is necessary to increase the maximum penalties underto deter such malpractice, it is necessary to increase the maximum penalties underto deter such malpractice, it is necessary to increase the maximum penalties underto deter such malpractice, it is necessary to increase the maximum penalties under

the Employment Ordinance for these offences.the Employment Ordinance for these offences.the Employment Ordinance for these offences.the Employment Ordinance for these offences.

The existing maximum penalty for late payment, underpayment or non-payment ofThe existing maximum penalty for late payment, underpayment or non-payment ofThe existing maximum penalty for late payment, underpayment or non-payment ofThe existing maximum penalty for late payment, underpayment or non-payment of

wages is a fine of $20,000.  For unlawful deduction from wages, failure to complywages is a fine of $20,000.  For unlawful deduction from wages, failure to complywages is a fine of $20,000.  For unlawful deduction from wages, failure to complywages is a fine of $20,000.  For unlawful deduction from wages, failure to comply

with requirements by an officer of the Labour Department in regard to examinationwith requirements by an officer of the Labour Department in regard to examinationwith requirements by an officer of the Labour Department in regard to examinationwith requirements by an officer of the Labour Department in regard to examination

of employment records and collection of evidence of an offence, and giving falseof employment records and collection of evidence of an offence, and giving falseof employment records and collection of evidence of an offence, and giving falseof employment records and collection of evidence of an offence, and giving false

information or withholding information, the existing maximum penalty is a fine ofinformation or withholding information, the existing maximum penalty is a fine ofinformation or withholding information, the existing maximum penalty is a fine ofinformation or withholding information, the existing maximum penalty is a fine of

$10,000.$10,000.$10,000.$10,000.

Since the implementation of the importation of labour schemes in 1989, a numberSince the implementation of the importation of labour schemes in 1989, a numberSince the implementation of the importation of labour schemes in 1989, a numberSince the implementation of the importation of labour schemes in 1989, a number

of imported workers have not been paid their full wages. There has also been a numberof imported workers have not been paid their full wages. There has also been a numberof imported workers have not been paid their full wages. There has also been a numberof imported workers have not been paid their full wages. There has also been a number

of complaints from imported workers who alleged that they were asked by employersof complaints from imported workers who alleged that they were asked by employersof complaints from imported workers who alleged that they were asked by employersof complaints from imported workers who alleged that they were asked by employers

to sign blank wage receipts or two different sets of wage receipts to cover up unlawfulto sign blank wage receipts or two different sets of wage receipts to cover up unlawfulto sign blank wage receipts or two different sets of wage receipts to cover up unlawfulto sign blank wage receipts or two different sets of wage receipts to cover up unlawful

deduction or underpayment of wages.deduction or underpayment of wages.deduction or underpayment of wages.deduction or underpayment of wages.

During the first 11 months of 1991, the Labour Department received reports ofDuring the first 11 months of 1991, the Labour Department received reports ofDuring the first 11 months of 1991, the Labour Department received reports ofDuring the first 11 months of 1991, the Labour Department received reports of

370 items of suspected irregularities concerning underpayment and unlawful deduction370 items of suspected irregularities concerning underpayment and unlawful deduction370 items of suspected irregularities concerning underpayment and unlawful deduction370 items of suspected irregularities concerning underpayment and unlawful deduction

of wages and 48 of them were substantiated after investigation.  Many of the remainingof wages and 48 of them were substantiated after investigation.  Many of the remainingof wages and 48 of them were substantiated after investigation.  Many of the remainingof wages and 48 of them were substantiated after investigation.  Many of the remaining

items are still under investigation. The availability and accuracy of the wage recordsitems are still under investigation. The availability and accuracy of the wage recordsitems are still under investigation. The availability and accuracy of the wage recordsitems are still under investigation. The availability and accuracy of the wage records

and related documents kept by employers are essential in such investigations. As atand related documents kept by employers are essential in such investigations. As atand related documents kept by employers are essential in such investigations. As atand related documents kept by employers are essential in such investigations. As at

31 January 1992, five employers have been convicted for underpayment or unlawful31 January 1992, five employers have been convicted for underpayment or unlawful31 January 1992, five employers have been convicted for underpayment or unlawful31 January 1992, five employers have been convicted for underpayment or unlawful

deduction of wages in respect of a total of 14 summonses.  The average fine imposeddeduction of wages in respect of a total of 14 summonses.  The average fine imposeddeduction of wages in respect of a total of 14 summonses.  The average fine imposeddeduction of wages in respect of a total of 14 summonses.  The average fine imposed

for these summonses was $1,000 which is unlikely to be an effective deterrent.for these summonses was $1,000 which is unlikely to be an effective deterrent.for these summonses was $1,000 which is unlikely to be an effective deterrent.for these summonses was $1,000 which is unlikely to be an effective deterrent.



The Bill seeks to increase the maximum fines for unlawful deduction of wages fromThe Bill seeks to increase the maximum fines for unlawful deduction of wages fromThe Bill seeks to increase the maximum fines for unlawful deduction of wages fromThe Bill seeks to increase the maximum fines for unlawful deduction of wages from

$10,000 to $100,000 and underpayment of wages from $20,000 to $200,000.  The Bill$10,000 to $100,000 and underpayment of wages from $20,000 to $200,000.  The Bill$10,000 to $100,000 and underpayment of wages from $20,000 to $200,000.  The Bill$10,000 to $100,000 and underpayment of wages from $20,000 to $200,000.  The Bill

also seeks to introduce for both offences the additional maximum penalty ofalso seeks to introduce for both offences the additional maximum penalty ofalso seeks to introduce for both offences the additional maximum penalty ofalso seeks to introduce for both offences the additional maximum penalty of

imprisonment for one year.  The maximum penalties for related offences of givingimprisonment for one year.  The maximum penalties for related offences of givingimprisonment for one year.  The maximum penalties for related offences of givingimprisonment for one year.  The maximum penalties for related offences of giving

false information, withholding information and failure to comply with inspectionfalse information, withholding information and failure to comply with inspectionfalse information, withholding information and failure to comply with inspectionfalse information, withholding information and failure to comply with inspection

requirements will be raised from a fine of $10,000 to $100,000 and imprisonment forrequirements will be raised from a fine of $10,000 to $100,000 and imprisonment forrequirements will be raised from a fine of $10,000 to $100,000 and imprisonment forrequirements will be raised from a fine of $10,000 to $100,000 and imprisonment for

one year.  The criminal liability of employers will be clearly set out under a newone year.  The criminal liability of employers will be clearly set out under a newone year.  The criminal liability of employers will be clearly set out under a newone year.  The criminal liability of employers will be clearly set out under a new

section provided for in clause 6 of the Bill, which provides that directors, partnerssection provided for in clause 6 of the Bill, which provides that directors, partnerssection provided for in clause 6 of the Bill, which provides that directors, partnerssection provided for in clause 6 of the Bill, which provides that directors, partners

and responsible persons of companies and firms shall also be guilty of the offencesand responsible persons of companies and firms shall also be guilty of the offencesand responsible persons of companies and firms shall also be guilty of the offencesand responsible persons of companies and firms shall also be guilty of the offences

of unlawful deduction and underpayment of wages or the related offences of givingof unlawful deduction and underpayment of wages or the related offences of givingof unlawful deduction and underpayment of wages or the related offences of givingof unlawful deduction and underpayment of wages or the related offences of giving

false information and so on, where such offences are committed by their companiesfalse information and so on, where such offences are committed by their companiesfalse information and so on, where such offences are committed by their companiesfalse information and so on, where such offences are committed by their companies

or a partner of the firm with their consent or connivance, or as a result of theiror a partner of the firm with their consent or connivance, or as a result of theiror a partner of the firm with their consent or connivance, or as a result of theiror a partner of the firm with their consent or connivance, or as a result of their

negligence.  This is in line with section 14 of the Factories and Industrialnegligence.  This is in line with section 14 of the Factories and Industrialnegligence.  This is in line with section 14 of the Factories and Industrialnegligence.  This is in line with section 14 of the Factories and Industrial

Undertakings Ordinance passed by this Council in December 1990.  Clauses 5 and 7Undertakings Ordinance passed by this Council in December 1990.  Clauses 5 and 7Undertakings Ordinance passed by this Council in December 1990.  Clauses 5 and 7Undertakings Ordinance passed by this Council in December 1990.  Clauses 5 and 7

contain consequential and technical amendments.contain consequential and technical amendments.contain consequential and technical amendments.contain consequential and technical amendments.

Mr Deputy President, I move that the debate on this motion be adjouMr Deputy President, I move that the debate on this motion be adjouMr Deputy President, I move that the debate on this motion be adjouMr Deputy President, I move that the debate on this motion be adjourned.rned.rned.rned.

Question on the adjournment proposed, put and agreed to.Question on the adjournment proposed, put and agreed to.Question on the adjournment proposed, put and agreed to.Question on the adjournment proposed, put and agreed to.

FACTORIES AND INDUSTRIAL UNDERTAKINGS (AMENDMENT) (NO. 2) BILL 1992FACTORIES AND INDUSTRIAL UNDERTAKINGS (AMENDMENT) (NO. 2) BILL 1992FACTORIES AND INDUSTRIAL UNDERTAKINGS (AMENDMENT) (NO. 2) BILL 1992FACTORIES AND INDUSTRIAL UNDERTAKINGS (AMENDMENT) (NO. 2) BILL 1992

THE SECRETARY FOR EDUCATION AND MANPOWER moved the Second Reading of: "A Bill to amendTHE SECRETARY FOR EDUCATION AND MANPOWER moved the Second Reading of: "A Bill to amendTHE SECRETARY FOR EDUCATION AND MANPOWER moved the Second Reading of: "A Bill to amendTHE SECRETARY FOR EDUCATION AND MANPOWER moved the Second Reading of: "A Bill to amend

the Factories and Industrial Undertakings Ordinance."the Factories and Industrial Undertakings Ordinance."the Factories and Industrial Undertakings Ordinance."the Factories and Industrial Undertakings Ordinance."

He said: Mr Deputy President, I rise for the last time this afternoon to move theHe said: Mr Deputy President, I rise for the last time this afternoon to move theHe said: Mr Deputy President, I rise for the last time this afternoon to move theHe said: Mr Deputy President, I rise for the last time this afternoon to move the

Second Reading of the Factories and Industrial Undertakings (Amendment)  (No. 2) BillSecond Reading of the Factories and Industrial Undertakings (Amendment)  (No. 2) BillSecond Reading of the Factories and Industrial Undertakings (Amendment)  (No. 2) BillSecond Reading of the Factories and Industrial Undertakings (Amendment)  (No. 2) Bill

1992.1992.1992.1992.

The Bill seeks to extend the coverage of the Factories and The Bill seeks to extend the coverage of the Factories and The Bill seeks to extend the coverage of the Factories and The Bill seeks to extend the coverage of the Factories and Industrial UndertakingsIndustrial UndertakingsIndustrial UndertakingsIndustrial Undertakings

Ordinance by expanding the definition of "industrial undertaking" to includeOrdinance by expanding the definition of "industrial undertaking" to includeOrdinance by expanding the definition of "industrial undertaking" to includeOrdinance by expanding the definition of "industrial undertaking" to include

container handling activities.  It also provides for a definition of "container",container handling activities.  It also provides for a definition of "container",container handling activities.  It also provides for a definition of "container",container handling activities.  It also provides for a definition of "container",

which follows closely that used in the International Convention for Safe Containerswhich follows closely that used in the International Convention for Safe Containerswhich follows closely that used in the International Convention for Safe Containerswhich follows closely that used in the International Convention for Safe Containers

adopted by the International Maritime Organization.adopted by the International Maritime Organization.adopted by the International Maritime Organization.adopted by the International Maritime Organization.

At present, places used for loading, unloading and handling containers such asAt present, places used for loading, unloading and handling containers such asAt present, places used for loading, unloading and handling containers such asAt present, places used for loading, unloading and handling containers such as



container terminals and depots are within the ambit of the Factories and Industrialcontainer terminals and depots are within the ambit of the Factories and Industrialcontainer terminals and depots are within the ambit of the Factories and Industrialcontainer terminals and depots are within the ambit of the Factories and Industrial

Undertakings Ordinance.  However, open grounds used solely for storage of emptyUndertakings Ordinance.  However, open grounds used solely for storage of emptyUndertakings Ordinance.  However, open grounds used solely for storage of emptyUndertakings Ordinance.  However, open grounds used solely for storage of empty

containers are outside the ambit of the Ordinance.  Many of these are operated oncontainers are outside the ambit of the Ordinance.  Many of these are operated oncontainers are outside the ambit of the Ordinance.  Many of these are operated oncontainers are outside the ambit of the Ordinance.  Many of these are operated on

uneven land in the New Territories.  Empty containers are stacked one over another,uneven land in the New Territories.  Empty containers are stacked one over another,uneven land in the New Territories.  Empty containers are stacked one over another,uneven land in the New Territories.  Empty containers are stacked one over another,

often to a considerable height, in order to save space.  Workers working on the roofoften to a considerable height, in order to save space.  Workers working on the roofoften to a considerable height, in order to save space.  Workers working on the roofoften to a considerable height, in order to save space.  Workers working on the roof

of such containers are exposed to the same risk as other workers working at height.of such containers are exposed to the same risk as other workers working at height.of such containers are exposed to the same risk as other workers working at height.of such containers are exposed to the same risk as other workers working at height.

Following a number of serious industrial accidents, an inter-departmentalFollowing a number of serious industrial accidents, an inter-departmentalFollowing a number of serious industrial accidents, an inter-departmentalFollowing a number of serious industrial accidents, an inter-departmental

working party was set up to review the safety aspects of the existing system of controlworking party was set up to review the safety aspects of the existing system of controlworking party was set up to review the safety aspects of the existing system of controlworking party was set up to review the safety aspects of the existing system of control

on container handling.  The working party recommended, among other things, thaton container handling.  The working party recommended, among other things, thaton container handling.  The working party recommended, among other things, thaton container handling.  The working party recommended, among other things, that

suitable amendments should be made to the Factories and Industrial Undertakingssuitable amendments should be made to the Factories and Industrial Undertakingssuitable amendments should be made to the Factories and Industrial Undertakingssuitable amendments should be made to the Factories and Industrial Undertakings

Ordinance and Regulations in order to bring all container handling activities underOrdinance and Regulations in order to bring all container handling activities underOrdinance and Regulations in order to bring all container handling activities underOrdinance and Regulations in order to bring all container handling activities under

control. The Bill seeks to achieve this.control. The Bill seeks to achieve this.control. The Bill seeks to achieve this.control. The Bill seeks to achieve this.

For the proposed safety provisions to be effective, we shall also amend theFor the proposed safety provisions to be effective, we shall also amend theFor the proposed safety provisions to be effective, we shall also amend theFor the proposed safety provisions to be effective, we shall also amend the

Factories and Industrial Undertakings (Cargo Handling) Regulations concurrently toFactories and Industrial Undertakings (Cargo Handling) Regulations concurrently toFactories and Industrial Undertakings (Cargo Handling) Regulations concurrently toFactories and Industrial Undertakings (Cargo Handling) Regulations concurrently to

extend the coverage of the regulations to include container storage yards.  Theextend the coverage of the regulations to include container storage yards.  Theextend the coverage of the regulations to include container storage yards.  Theextend the coverage of the regulations to include container storage yards.  The

regulations will be submitted to this Council for approval upon passage of this Bill.regulations will be submitted to this Council for approval upon passage of this Bill.regulations will be submitted to this Council for approval upon passage of this Bill.regulations will be submitted to this Council for approval upon passage of this Bill.

Mr Deputy President, I move that the debate on this motion be adjourned.Mr Deputy President, I move that the debate on this motion be adjourned.Mr Deputy President, I move that the debate on this motion be adjourned.Mr Deputy President, I move that the debate on this motion be adjourned.

Question on the adjournment proposed, put and agreed to.Question on the adjournment proposed, put and agreed to.Question on the adjournment proposed, put and agreed to.Question on the adjournment proposed, put and agreed to.

MAGISTRATES (AMENDMENT) BILL 1991MAGISTRATES (AMENDMENT) BILL 1991MAGISTRATES (AMENDMENT) BILL 1991MAGISTRATES (AMENDMENT) BILL 1991

Resumption of debate on Second Reading which was moved on 15 January 1992Resumption of debate on Second Reading which was moved on 15 January 1992Resumption of debate on Second Reading which was moved on 15 January 1992Resumption of debate on Second Reading which was moved on 15 January 1992

Question on the Second Reading of the Bill proposed, put and agreed to.Question on the Second Reading of the Bill proposed, put and agreed to.Question on the Second Reading of the Bill proposed, put and agreed to.Question on the Second Reading of the Bill proposed, put and agreed to.

Bill read the Second time.Bill read the Second time.Bill read the Second time.Bill read the Second time.

Bill committed to a Committee of the whole Council pursuant to Standing Order 43(1).Bill committed to a Committee of the whole Council pursuant to Standing Order 43(1).Bill committed to a Committee of the whole Council pursuant to Standing Order 43(1).Bill committed to a Committee of the whole Council pursuant to Standing Order 43(1).

TELEVISION (AMENDMENT) (NO. 2) BILL 1991TELEVISION (AMENDMENT) (NO. 2) BILL 1991TELEVISION (AMENDMENT) (NO. 2) BILL 1991TELEVISION (AMENDMENT) (NO. 2) BILL 1991

Resumption of debate on Second Reading which was moved on 15 January 1992Resumption of debate on Second Reading which was moved on 15 January 1992Resumption of debate on Second Reading which was moved on 15 January 1992Resumption of debate on Second Reading which was moved on 15 January 1992



Question on Second Reading proposed.Question on Second Reading proposed.Question on Second Reading proposed.Question on Second Reading proposed.

MR ALLEN LEE: Mr Deputy President, the purpose of the Bill is in the main twofold.MR ALLEN LEE: Mr Deputy President, the purpose of the Bill is in the main twofold.MR ALLEN LEE: Mr Deputy President, the purpose of the Bill is in the main twofold.MR ALLEN LEE: Mr Deputy President, the purpose of the Bill is in the main twofold.

First, to give the Broadcasting Authority discretion in applying the residenceFirst, to give the Broadcasting Authority discretion in applying the residenceFirst, to give the Broadcasting Authority discretion in applying the residenceFirst, to give the Broadcasting Authority discretion in applying the residence

requirement for principal officers of a television company and secondly, to allowrequirement for principal officers of a television company and secondly, to allowrequirement for principal officers of a television company and secondly, to allowrequirement for principal officers of a television company and secondly, to allow

advertising material to be broadcast during a programme (by the use of "teloping")advertising material to be broadcast during a programme (by the use of "teloping")advertising material to be broadcast during a programme (by the use of "teloping")advertising material to be broadcast during a programme (by the use of "teloping")

where the licensee concerned has the permission of the Broadcasting Authority to dowhere the licensee concerned has the permission of the Broadcasting Authority to dowhere the licensee concerned has the permission of the Broadcasting Authority to dowhere the licensee concerned has the permission of the Broadcasting Authority to do

so.so.so.so.

After careful consideration of the provisions in the Bill and the explanationsAfter careful consideration of the provisions in the Bill and the explanationsAfter careful consideration of the provisions in the Bill and the explanationsAfter careful consideration of the provisions in the Bill and the explanations

given by the Administration, the ad hoc group set up to study the Bill has recommendedgiven by the Administration, the ad hoc group set up to study the Bill has recommendedgiven by the Administration, the ad hoc group set up to study the Bill has recommendedgiven by the Administration, the ad hoc group set up to study the Bill has recommended

that the Bill be supported subject to the Administration's undertaking to formulatethat the Bill be supported subject to the Administration's undertaking to formulatethat the Bill be supported subject to the Administration's undertaking to formulatethat the Bill be supported subject to the Administration's undertaking to formulate

a set of guidelines for the Broadcasting Authority in exercising its discretion overa set of guidelines for the Broadcasting Authority in exercising its discretion overa set of guidelines for the Broadcasting Authority in exercising its discretion overa set of guidelines for the Broadcasting Authority in exercising its discretion over

residence requirements of principal officers of television companies.residence requirements of principal officers of television companies.residence requirements of principal officers of television companies.residence requirements of principal officers of television companies.

Mr Deputy President, I would like to take the opportunity to briefly highlightMr Deputy President, I would like to take the opportunity to briefly highlightMr Deputy President, I would like to take the opportunity to briefly highlightMr Deputy President, I would like to take the opportunity to briefly highlight

the five major points which have been considered by the ad hoc group.  The firstthe five major points which have been considered by the ad hoc group.  The firstthe five major points which have been considered by the ad hoc group.  The firstthe five major points which have been considered by the ad hoc group.  The first

involves the rationale for the proposed change with regard to the residenceinvolves the rationale for the proposed change with regard to the residenceinvolves the rationale for the proposed change with regard to the residenceinvolves the rationale for the proposed change with regard to the residence

requirements of the principal officers of television companies.  The Administrationrequirements of the principal officers of television companies.  The Administrationrequirements of the principal officers of television companies.  The Administrationrequirements of the principal officers of television companies.  The Administration

has explained to the group that the residence requirements were originally imposedhas explained to the group that the residence requirements were originally imposedhas explained to the group that the residence requirements were originally imposedhas explained to the group that the residence requirements were originally imposed

on the off-air television companies because it was thought that local control wason the off-air television companies because it was thought that local control wason the off-air television companies because it was thought that local control wason the off-air television companies because it was thought that local control was

advantageous for such an influential medium.  The proposed change in the Bill isadvantageous for such an influential medium.  The proposed change in the Bill isadvantageous for such an influential medium.  The proposed change in the Bill isadvantageous for such an influential medium.  The proposed change in the Bill is

purely to empower the Broadcasting Authority to waive the residence requirements ofpurely to empower the Broadcasting Authority to waive the residence requirements ofpurely to empower the Broadcasting Authority to waive the residence requirements ofpurely to empower the Broadcasting Authority to waive the residence requirements of

the principal officers of television companies, if necessary.  Without thisthe principal officers of television companies, if necessary.  Without thisthe principal officers of television companies, if necessary.  Without thisthe principal officers of television companies, if necessary.  Without this

amendment, the law will remain unduly restrictive and overseas staff will continueamendment, the law will remain unduly restrictive and overseas staff will continueamendment, the law will remain unduly restrictive and overseas staff will continueamendment, the law will remain unduly restrictive and overseas staff will continue

to be excluded from the key posts even if there is a very strong case for them toto be excluded from the key posts even if there is a very strong case for them toto be excluded from the key posts even if there is a very strong case for them toto be excluded from the key posts even if there is a very strong case for them to

be employed to contribute to the innovative programme concepts and techniques.  Thebe employed to contribute to the innovative programme concepts and techniques.  Thebe employed to contribute to the innovative programme concepts and techniques.  Thebe employed to contribute to the innovative programme concepts and techniques.  The

ad hoc group agrees with the Administration that the proposal will add flexibilityad hoc group agrees with the Administration that the proposal will add flexibilityad hoc group agrees with the Administration that the proposal will add flexibilityad hoc group agrees with the Administration that the proposal will add flexibility

by specifically empowering the Broadcasting Authority to give approval in the caseby specifically empowering the Broadcasting Authority to give approval in the caseby specifically empowering the Broadcasting Authority to give approval in the caseby specifically empowering the Broadcasting Authority to give approval in the case

of persons not fulfilling the residence requirements.of persons not fulfilling the residence requirements.of persons not fulfilling the residence requirements.of persons not fulfilling the residence requirements.

The second point concerns the statutory definition of "Principal OfThe second point concerns the statutory definition of "Principal OfThe second point concerns the statutory definition of "Principal OfThe second point concerns the statutory definition of "Principal Officer".  Theficer".  Theficer".  Theficer".  The

Administration has pointed out that as different television stations may haveAdministration has pointed out that as different television stations may haveAdministration has pointed out that as different television stations may haveAdministration has pointed out that as different television stations may have

different senior management structures, it would be difficult to define the termdifferent senior management structures, it would be difficult to define the termdifferent senior management structures, it would be difficult to define the termdifferent senior management structures, it would be difficult to define the term

"Principal Officer" in the legislation.  The licensees understand that they should"Principal Officer" in the legislation.  The licensees understand that they should"Principal Officer" in the legislation.  The licensees understand that they should"Principal Officer" in the legislation.  The licensees understand that they should

include the officer responsible for the selection of programmes as stated in sectioninclude the officer responsible for the selection of programmes as stated in sectioninclude the officer responsible for the selection of programmes as stated in sectioninclude the officer responsible for the selection of programmes as stated in section

10(e) of the Television Ordinance.  The list of principal officers provided to the10(e) of the Television Ordinance.  The list of principal officers provided to the10(e) of the Television Ordinance.  The list of principal officers provided to the10(e) of the Television Ordinance.  The list of principal officers provided to the



Broadcasting Authority by the licensees on an annual basis, as required under sectionBroadcasting Authority by the licensees on an annual basis, as required under sectionBroadcasting Authority by the licensees on an annual basis, as required under sectionBroadcasting Authority by the licensees on an annual basis, as required under section

40(1)(a) of the Ordinance, has always contained sufficient information. The ad hoc40(1)(a) of the Ordinance, has always contained sufficient information. The ad hoc40(1)(a) of the Ordinance, has always contained sufficient information. The ad hoc40(1)(a) of the Ordinance, has always contained sufficient information. The ad hoc

group is satisfied with the explanation provided by the Administration.group is satisfied with the explanation provided by the Administration.group is satisfied with the explanation provided by the Administration.group is satisfied with the explanation provided by the Administration.

The third involves residence requirements imposed on television companies.The third involves residence requirements imposed on television companies.The third involves residence requirements imposed on television companies.The third involves residence requirements imposed on television companies.

According to the Administration, residence requirements apply to the directors ofAccording to the Administration, residence requirements apply to the directors ofAccording to the Administration, residence requirements apply to the directors ofAccording to the Administration, residence requirements apply to the directors of

the Hong Kong Telephone Company Limited. However, there appear to be no statutorythe Hong Kong Telephone Company Limited. However, there appear to be no statutorythe Hong Kong Telephone Company Limited. However, there appear to be no statutorythe Hong Kong Telephone Company Limited. However, there appear to be no statutory

residence requirements imposed on any other utility or newspaper companies.  Nor areresidence requirements imposed on any other utility or newspaper companies.  Nor areresidence requirements imposed on any other utility or newspaper companies.  Nor areresidence requirements imposed on any other utility or newspaper companies.  Nor are

such requirements imposed on the Star TV.  There are also no statutory residencesuch requirements imposed on the Star TV.  There are also no statutory residencesuch requirements imposed on the Star TV.  There are also no statutory residencesuch requirements imposed on the Star TV.  There are also no statutory residence

requirements on the principal officers of radio licensees in Hong Kong though therequirements on the principal officers of radio licensees in Hong Kong though therequirements on the principal officers of radio licensees in Hong Kong though therequirements on the principal officers of radio licensees in Hong Kong though the

licences of Commercial Radio and Metro Broadcast require the chairman and managinglicences of Commercial Radio and Metro Broadcast require the chairman and managinglicences of Commercial Radio and Metro Broadcast require the chairman and managinglicences of Commercial Radio and Metro Broadcast require the chairman and managing

director, and the majority of the directors, to be ordinarily resident in Hong Kongdirector, and the majority of the directors, to be ordinarily resident in Hong Kongdirector, and the majority of the directors, to be ordinarily resident in Hong Kongdirector, and the majority of the directors, to be ordinarily resident in Hong Kong

and to have been so resident for seven years, and for "the control of the licenseeand to have been so resident for seven years, and for "the control of the licenseeand to have been so resident for seven years, and for "the control of the licenseeand to have been so resident for seven years, and for "the control of the licensee

to be bona fide exercised in Hong Kong".  In the Metro's case there is provision into be bona fide exercised in Hong Kong".  In the Metro's case there is provision into be bona fide exercised in Hong Kong".  In the Metro's case there is provision into be bona fide exercised in Hong Kong".  In the Metro's case there is provision in

the licence for the Broadcasting Authority to exercise its power to waive thethe licence for the Broadcasting Authority to exercise its power to waive thethe licence for the Broadcasting Authority to exercise its power to waive thethe licence for the Broadcasting Authority to exercise its power to waive the

requirement. The ad hoc group also notes that the Administration is conducting arequirement. The ad hoc group also notes that the Administration is conducting arequirement. The ad hoc group also notes that the Administration is conducting arequirement. The ad hoc group also notes that the Administration is conducting a

comprehensive review with a view to consolidating the current legislation relatingcomprehensive review with a view to consolidating the current legislation relatingcomprehensive review with a view to consolidating the current legislation relatingcomprehensive review with a view to consolidating the current legislation relating

to television, radio, satellite television and subscription television into theto television, radio, satellite television and subscription television into theto television, radio, satellite television and subscription television into theto television, radio, satellite television and subscription television into the

Broadcasting Ordinance.  I do hope that the Administration could complete the taskBroadcasting Ordinance.  I do hope that the Administration could complete the taskBroadcasting Ordinance.  I do hope that the Administration could complete the taskBroadcasting Ordinance.  I do hope that the Administration could complete the task

as soon as possible.as soon as possible.as soon as possible.as soon as possible.

The fourth is about guidelines for the Broadcasting Authority to exercise itsThe fourth is about guidelines for the Broadcasting Authority to exercise itsThe fourth is about guidelines for the Broadcasting Authority to exercise itsThe fourth is about guidelines for the Broadcasting Authority to exercise its

discretion to waive residence requirements of the principal officers of televisiondiscretion to waive residence requirements of the principal officers of televisiondiscretion to waive residence requirements of the principal officers of televisiondiscretion to waive residence requirements of the principal officers of television

companies.  Having regard to the original intention of residence requirements undercompanies.  Having regard to the original intention of residence requirements undercompanies.  Having regard to the original intention of residence requirements undercompanies.  Having regard to the original intention of residence requirements under

the principal Ordinance, the ad hoc group considers that there should be a set ofthe principal Ordinance, the ad hoc group considers that there should be a set ofthe principal Ordinance, the ad hoc group considers that there should be a set ofthe principal Ordinance, the ad hoc group considers that there should be a set of

parameters for the Broadcasting Authority to exercise its discretion so as to ensureparameters for the Broadcasting Authority to exercise its discretion so as to ensureparameters for the Broadcasting Authority to exercise its discretion so as to ensureparameters for the Broadcasting Authority to exercise its discretion so as to ensure

that the production of television programmes can best serve the interest of localthat the production of television programmes can best serve the interest of localthat the production of television programmes can best serve the interest of localthat the production of television programmes can best serve the interest of local

people.  In response, the Administration points out that the Broadcasting Authoritypeople.  In response, the Administration points out that the Broadcasting Authoritypeople.  In response, the Administration points out that the Broadcasting Authoritypeople.  In response, the Administration points out that the Broadcasting Authority

would consider each application on its own merits.  Besides, there are also otherwould consider each application on its own merits.  Besides, there are also otherwould consider each application on its own merits.  Besides, there are also otherwould consider each application on its own merits.  Besides, there are also other

provisions in the existing legislation which would help ensure that the televisionprovisions in the existing legislation which would help ensure that the televisionprovisions in the existing legislation which would help ensure that the televisionprovisions in the existing legislation which would help ensure that the television

companies serve the interest of the local people. Notwithstanding the explanationcompanies serve the interest of the local people. Notwithstanding the explanationcompanies serve the interest of the local people. Notwithstanding the explanationcompanies serve the interest of the local people. Notwithstanding the explanation

provided by the Administration, the ad hoc group remains of the view that theprovided by the Administration, the ad hoc group remains of the view that theprovided by the Administration, the ad hoc group remains of the view that theprovided by the Administration, the ad hoc group remains of the view that the

Administration should be requested to undertake to inform Members of this CouncilAdministration should be requested to undertake to inform Members of this CouncilAdministration should be requested to undertake to inform Members of this CouncilAdministration should be requested to undertake to inform Members of this Council

of the guidelines for exercising such discretion by the Broadcasting Authority.  Iof the guidelines for exercising such discretion by the Broadcasting Authority.  Iof the guidelines for exercising such discretion by the Broadcasting Authority.  Iof the guidelines for exercising such discretion by the Broadcasting Authority.  I

trust the Administration would accede to the request of the ad hoc group.trust the Administration would accede to the request of the ad hoc group.trust the Administration would accede to the request of the ad hoc group.trust the Administration would accede to the request of the ad hoc group.

The last deaThe last deaThe last deaThe last deals with the advertising during programmes on television. Thels with the advertising during programmes on television. Thels with the advertising during programmes on television. Thels with the advertising during programmes on television. The

Administration points out that the intention of teloping is not to enhance theAdministration points out that the intention of teloping is not to enhance theAdministration points out that the intention of teloping is not to enhance theAdministration points out that the intention of teloping is not to enhance the



revenue-generating capability of the licensees.  While teloping would help maintainrevenue-generating capability of the licensees.  While teloping would help maintainrevenue-generating capability of the licensees.  While teloping would help maintainrevenue-generating capability of the licensees.  While teloping would help maintain

the continuity of the programme, it would still cause minor disruption to viewers.the continuity of the programme, it would still cause minor disruption to viewers.the continuity of the programme, it would still cause minor disruption to viewers.the continuity of the programme, it would still cause minor disruption to viewers.

To allow teloped advertising without any quantity restriction would thus not be inTo allow teloped advertising without any quantity restriction would thus not be inTo allow teloped advertising without any quantity restriction would thus not be inTo allow teloped advertising without any quantity restriction would thus not be in

the interest of viewers.  It is therefore necessary to count the teloped advertisingthe interest of viewers.  It is therefore necessary to count the teloped advertisingthe interest of viewers.  It is therefore necessary to count the teloped advertisingthe interest of viewers.  It is therefore necessary to count the teloped advertising

towards the 10-minute restriction on advertising in a clock hour.  In endorsing thetowards the 10-minute restriction on advertising in a clock hour.  In endorsing thetowards the 10-minute restriction on advertising in a clock hour.  In endorsing thetowards the 10-minute restriction on advertising in a clock hour.  In endorsing the

use of teloping as a form of advertising, the Broadcasting Authority has planned touse of teloping as a form of advertising, the Broadcasting Authority has planned touse of teloping as a form of advertising, the Broadcasting Authority has planned touse of teloping as a form of advertising, the Broadcasting Authority has planned to

review its operations in 12 months' time.  The ad hoc group is satisfied with suchreview its operations in 12 months' time.  The ad hoc group is satisfied with suchreview its operations in 12 months' time.  The ad hoc group is satisfied with suchreview its operations in 12 months' time.  The ad hoc group is satisfied with such

arrangements.arrangements.arrangements.arrangements.

Mr Deputy President, withMr Deputy President, withMr Deputy President, withMr Deputy President, with these remarks, I support the Bill. these remarks, I support the Bill. these remarks, I support the Bill. these remarks, I support the Bill.

SECRETARY FOR RECREATION AND CULTURE: Mr Deputy President, I am grateful that afterSECRETARY FOR RECREATION AND CULTURE: Mr Deputy President, I am grateful that afterSECRETARY FOR RECREATION AND CULTURE: Mr Deputy President, I am grateful that afterSECRETARY FOR RECREATION AND CULTURE: Mr Deputy President, I am grateful that after

consideration of the various points outlined by Mr Allen LEE, the ad hoc group headedconsideration of the various points outlined by Mr Allen LEE, the ad hoc group headedconsideration of the various points outlined by Mr Allen LEE, the ad hoc group headedconsideration of the various points outlined by Mr Allen LEE, the ad hoc group headed

by Mr LEE is in support of this Bill.  On the point about residence requirements forby Mr LEE is in support of this Bill.  On the point about residence requirements forby Mr LEE is in support of this Bill.  On the point about residence requirements forby Mr LEE is in support of this Bill.  On the point about residence requirements for

the principal officers in television companies, the Administration has noted thethe principal officers in television companies, the Administration has noted thethe principal officers in television companies, the Administration has noted thethe principal officers in television companies, the Administration has noted the

concern of the ad hoc group that the Broadcasting Authority, in exercising itsconcern of the ad hoc group that the Broadcasting Authority, in exercising itsconcern of the ad hoc group that the Broadcasting Authority, in exercising itsconcern of the ad hoc group that the Broadcasting Authority, in exercising its

discretion to waive these requirements, should have reference to a set of guidelines.discretion to waive these requirements, should have reference to a set of guidelines.discretion to waive these requirements, should have reference to a set of guidelines.discretion to waive these requirements, should have reference to a set of guidelines.

We have reflected this concern to the Broadcasting Authority which has agreed to thisWe have reflected this concern to the Broadcasting Authority which has agreed to thisWe have reflected this concern to the Broadcasting Authority which has agreed to thisWe have reflected this concern to the Broadcasting Authority which has agreed to this

approach.  We will, of course, inform Members of these guidelines once they areapproach.  We will, of course, inform Members of these guidelines once they areapproach.  We will, of course, inform Members of these guidelines once they areapproach.  We will, of course, inform Members of these guidelines once they are

adopted by the Broadcasting Authority.adopted by the Broadcasting Authority.adopted by the Broadcasting Authority.adopted by the Broadcasting Authority.

If I may now turn to If I may now turn to If I may now turn to If I may now turn to the second amendment in this Bill, that is, to allow telopingthe second amendment in this Bill, that is, to allow telopingthe second amendment in this Bill, that is, to allow telopingthe second amendment in this Bill, that is, to allow teloping

as a form of advertising, I can confirm that the Broadcasting Authority will beas a form of advertising, I can confirm that the Broadcasting Authority will beas a form of advertising, I can confirm that the Broadcasting Authority will beas a form of advertising, I can confirm that the Broadcasting Authority will be

reviewing the situation in 12 months' time.  Naturally, any improvements requiredreviewing the situation in 12 months' time.  Naturally, any improvements requiredreviewing the situation in 12 months' time.  Naturally, any improvements requiredreviewing the situation in 12 months' time.  Naturally, any improvements required

can be considered at that time.can be considered at that time.can be considered at that time.can be considered at that time.

As regards the consolidation of all our broadcasting legislation into oneAs regards the consolidation of all our broadcasting legislation into oneAs regards the consolidation of all our broadcasting legislation into oneAs regards the consolidation of all our broadcasting legislation into one

Ordinance, I can assure Members that we are proceeding with this exercise and willOrdinance, I can assure Members that we are proceeding with this exercise and willOrdinance, I can assure Members that we are proceeding with this exercise and willOrdinance, I can assure Members that we are proceeding with this exercise and will

complete it as soon as we can.complete it as soon as we can.complete it as soon as we can.complete it as soon as we can.

With these remarks, Mr Deputy President, I commend this Bill to With these remarks, Mr Deputy President, I commend this Bill to With these remarks, Mr Deputy President, I commend this Bill to With these remarks, Mr Deputy President, I commend this Bill to the Council.the Council.the Council.the Council.

Question on the Second Reading of the Bill put and agreed to.Question on the Second Reading of the Bill put and agreed to.Question on the Second Reading of the Bill put and agreed to.Question on the Second Reading of the Bill put and agreed to.

Bill read the Second time.Bill read the Second time.Bill read the Second time.Bill read the Second time.

Bill committed to a Committee of the whole Council pursuant to Standing Order 43(1).Bill committed to a Committee of the whole Council pursuant to Standing Order 43(1).Bill committed to a Committee of the whole Council pursuant to Standing Order 43(1).Bill committed to a Committee of the whole Council pursuant to Standing Order 43(1).



CRIMES (TORTURE) BILLCRIMES (TORTURE) BILLCRIMES (TORTURE) BILLCRIMES (TORTURE) BILL

Resumption of debate on Second Reading which was moved on 18 December 1991Resumption of debate on Second Reading which was moved on 18 December 1991Resumption of debate on Second Reading which was moved on 18 December 1991Resumption of debate on Second Reading which was moved on 18 December 1991

Question on the Second Reading of the Bill proposed, put and agreed to.Question on the Second Reading of the Bill proposed, put and agreed to.Question on the Second Reading of the Bill proposed, put and agreed to.Question on the Second Reading of the Bill proposed, put and agreed to.

Bill read the Second time.Bill read the Second time.Bill read the Second time.Bill read the Second time.

Bill committed to a Committee of the whole Council pursuant to Standing Order 43(1).Bill committed to a Committee of the whole Council pursuant to Standing Order 43(1).Bill committed to a Committee of the whole Council pursuant to Standing Order 43(1).Bill committed to a Committee of the whole Council pursuant to Standing Order 43(1).

Committee stage of BillsCommittee stage of BillsCommittee stage of BillsCommittee stage of Bills

Council went into Committee.Council went into Committee.Council went into Committee.Council went into Committee.

MAGISTRATES (AMENDMENT) BILL 1991MAGISTRATES (AMENDMENT) BILL 1991MAGISTRATES (AMENDMENT) BILL 1991MAGISTRATES (AMENDMENT) BILL 1991

Clauses 1 to 5 were agreed to.Clauses 1 to 5 were agreed to.Clauses 1 to 5 were agreed to.Clauses 1 to 5 were agreed to.

TELEVISION (AMENDMENT) (NO. 2) BILL 1991TELEVISION (AMENDMENT) (NO. 2) BILL 1991TELEVISION (AMENDMENT) (NO. 2) BILL 1991TELEVISION (AMENDMENT) (NO. 2) BILL 1991

Clauses 1 to 4 were agreed to.Clauses 1 to 4 were agreed to.Clauses 1 to 4 were agreed to.Clauses 1 to 4 were agreed to.

CRIMES (TORTURE) BILLCRIMES (TORTURE) BILLCRIMES (TORTURE) BILLCRIMES (TORTURE) BILL

Clauses 1 to 9 were agreed to.Clauses 1 to 9 were agreed to.Clauses 1 to 9 were agreed to.Clauses 1 to 9 were agreed to.

Schedule was agreed to.Schedule was agreed to.Schedule was agreed to.Schedule was agreed to.

Council then resumed.Council then resumed.Council then resumed.Council then resumed.

Third Reading of BillsThird Reading of BillsThird Reading of BillsThird Reading of Bills

THE ATTORNEY GENERAL reported that theTHE ATTORNEY GENERAL reported that theTHE ATTORNEY GENERAL reported that theTHE ATTORNEY GENERAL reported that the



MAGISTRATES (AMENDMENT) BILL 1991MAGISTRATES (AMENDMENT) BILL 1991MAGISTRATES (AMENDMENT) BILL 1991MAGISTRATES (AMENDMENT) BILL 1991

TELEVISION (AMENDMENT) (NO. 2) BILL 1991 and theTELEVISION (AMENDMENT) (NO. 2) BILL 1991 and theTELEVISION (AMENDMENT) (NO. 2) BILL 1991 and theTELEVISION (AMENDMENT) (NO. 2) BILL 1991 and the

CRIMES (TORTURE) BILLCRIMES (TORTURE) BILLCRIMES (TORTURE) BILLCRIMES (TORTURE) BILL

had passed through Committee without amendment. He then moved the Third Reading ofhad passed through Committee without amendment. He then moved the Third Reading ofhad passed through Committee without amendment. He then moved the Third Reading ofhad passed through Committee without amendment. He then moved the Third Reading of

the Bills.the Bills.the Bills.the Bills.

Question on the Third Reading of the Bills proposed, put and agreed to.Question on the Third Reading of the Bills proposed, put and agreed to.Question on the Third Reading of the Bills proposed, put and agreed to.Question on the Third Reading of the Bills proposed, put and agreed to.

Bills read the Third time and passed.Bills read the Third time and passed.Bills read the Third time and passed.Bills read the Third time and passed.

Member's motionMember's motionMember's motionMember's motion

REVIEW OF THE TAXATION SYSTEM IN HONG KONGREVIEW OF THE TAXATION SYSTEM IN HONG KONGREVIEW OF THE TAXATION SYSTEM IN HONG KONGREVIEW OF THE TAXATION SYSTEM IN HONG KONG

MR FRED LI moved the following motion:MR FRED LI moved the following motion:MR FRED LI moved the following motion:MR FRED LI moved the following motion:

"That this Council urges the Government to set up a committee, with members"That this Council urges the Government to set up a committee, with members"That this Council urges the Government to set up a committee, with members"That this Council urges the Government to set up a committee, with members

representing a wide cross section of the community, to conduct a comprehensive reviewrepresenting a wide cross section of the community, to conduct a comprehensive reviewrepresenting a wide cross section of the community, to conduct a comprehensive reviewrepresenting a wide cross section of the community, to conduct a comprehensive review

of the taxation system in Hong Kong."of the taxation system in Hong Kong."of the taxation system in Hong Kong."of the taxation system in Hong Kong."

MR FRED LI (in Cantonese): Mr Deputy President, I move the motion standing in my nameMR FRED LI (in Cantonese): Mr Deputy President, I move the motion standing in my nameMR FRED LI (in Cantonese): Mr Deputy President, I move the motion standing in my nameMR FRED LI (in Cantonese): Mr Deputy President, I move the motion standing in my name

that this Council urges the Government to set up a committee, with membersthat this Council urges the Government to set up a committee, with membersthat this Council urges the Government to set up a committee, with membersthat this Council urges the Government to set up a committee, with members

representing a wide cross section of the community, to conduct a comprehensive reviewrepresenting a wide cross section of the community, to conduct a comprehensive reviewrepresenting a wide cross section of the community, to conduct a comprehensive reviewrepresenting a wide cross section of the community, to conduct a comprehensive review

of the taxation system in Hong Kong.of the taxation system in Hong Kong.of the taxation system in Hong Kong.of the taxation system in Hong Kong.

Mr Deputy President, if the motion debate onMr Deputy President, if the motion debate onMr Deputy President, if the motion debate onMr Deputy President, if the motion debate on a review of the taxation system was a review of the taxation system was a review of the taxation system was a review of the taxation system was

conducted on 4 December 1991 as scheduled then I believe the result would be ratherconducted on 4 December 1991 as scheduled then I believe the result would be ratherconducted on 4 December 1991 as scheduled then I believe the result would be ratherconducted on 4 December 1991 as scheduled then I believe the result would be rather

different.  It is a pity that my motion has been politicized as the Budget Speechdifferent.  It is a pity that my motion has been politicized as the Budget Speechdifferent.  It is a pity that my motion has been politicized as the Budget Speechdifferent.  It is a pity that my motion has been politicized as the Budget Speech

draws close.  Undoubtedly, it has become a warm-up to the Budget debate.draws close.  Undoubtedly, it has become a warm-up to the Budget debate.draws close.  Undoubtedly, it has become a warm-up to the Budget debate.draws close.  Undoubtedly, it has become a warm-up to the Budget debate.

I would like to clarify that what I am asking for is a taxation review for theI would like to clarify that what I am asking for is a taxation review for theI would like to clarify that what I am asking for is a taxation review for theI would like to clarify that what I am asking for is a taxation review for the

development of the coming decade -- not for the Budget of 1992-93.  Like my colleagues,development of the coming decade -- not for the Budget of 1992-93.  Like my colleagues,development of the coming decade -- not for the Budget of 1992-93.  Like my colleagues,development of the coming decade -- not for the Budget of 1992-93.  Like my colleagues,

Mr WONG Wai-yin and Mr TIK Chi-yuen, I am not going to make any proposals to the presentMr WONG Wai-yin and Mr TIK Chi-yuen, I am not going to make any proposals to the presentMr WONG Wai-yin and Mr TIK Chi-yuen, I am not going to make any proposals to the presentMr WONG Wai-yin and Mr TIK Chi-yuen, I am not going to make any proposals to the present

taxation system nor any concrete proposals to the 1992-93 Budget.  I urge Memberstaxation system nor any concrete proposals to the 1992-93 Budget.  I urge Memberstaxation system nor any concrete proposals to the 1992-93 Budget.  I urge Memberstaxation system nor any concrete proposals to the 1992-93 Budget.  I urge Members



of this Council to adopt an open attitude in discussing the matter and also to putof this Council to adopt an open attitude in discussing the matter and also to putof this Council to adopt an open attitude in discussing the matter and also to putof this Council to adopt an open attitude in discussing the matter and also to put

forward your precious views.  We should not tangle over the rise of any particularforward your precious views.  We should not tangle over the rise of any particularforward your precious views.  We should not tangle over the rise of any particularforward your precious views.  We should not tangle over the rise of any particular

tax item or tax concession.tax item or tax concession.tax item or tax concession.tax item or tax concession.

First of all, let us discuss why we should review our taxation system.  TheFirst of all, let us discuss why we should review our taxation system.  TheFirst of all, let us discuss why we should review our taxation system.  TheFirst of all, let us discuss why we should review our taxation system.  The

present Inland Revenue Ordinance was enacted hastily after the Second World War.present Inland Revenue Ordinance was enacted hastily after the Second World War.present Inland Revenue Ordinance was enacted hastily after the Second World War.present Inland Revenue Ordinance was enacted hastily after the Second World War.

Since then there have been no major changes.  Apart from some slight modificationsSince then there have been no major changes.  Apart from some slight modificationsSince then there have been no major changes.  Apart from some slight modificationsSince then there have been no major changes.  Apart from some slight modifications

of tax rates, there have not been much changes to the tax items.  Our taxation systemof tax rates, there have not been much changes to the tax items.  Our taxation systemof tax rates, there have not been much changes to the tax items.  Our taxation systemof tax rates, there have not been much changes to the tax items.  Our taxation system

is characterized by its simplicity, low tax rates and high efficiency.  Over theis characterized by its simplicity, low tax rates and high efficiency.  Over theis characterized by its simplicity, low tax rates and high efficiency.  Over theis characterized by its simplicity, low tax rates and high efficiency.  Over the

decades we have had three reviews on the Inland Revenue Ordinance, in 1952-54, 1966-67,decades we have had three reviews on the Inland Revenue Ordinance, in 1952-54, 1966-67,decades we have had three reviews on the Inland Revenue Ordinance, in 1952-54, 1966-67,decades we have had three reviews on the Inland Revenue Ordinance, in 1952-54, 1966-67,

and 1976.  The reviews were conducted by the appointed Review Committees to look atand 1976.  The reviews were conducted by the appointed Review Committees to look atand 1976.  The reviews were conducted by the appointed Review Committees to look atand 1976.  The reviews were conducted by the appointed Review Committees to look at

the technical matters relating to direct taxes under the Ordinance.  The ambit ofthe technical matters relating to direct taxes under the Ordinance.  The ambit ofthe technical matters relating to direct taxes under the Ordinance.  The ambit ofthe technical matters relating to direct taxes under the Ordinance.  The ambit of

the reviews  was subject to many restrictions.  The direct taxes under the Inlandthe reviews  was subject to many restrictions.  The direct taxes under the Inlandthe reviews  was subject to many restrictions.  The direct taxes under the Inlandthe reviews  was subject to many restrictions.  The direct taxes under the Inland

Revenue Ordinance only include profits tax, salaries tax, interest tax (which wasRevenue Ordinance only include profits tax, salaries tax, interest tax (which wasRevenue Ordinance only include profits tax, salaries tax, interest tax (which wasRevenue Ordinance only include profits tax, salaries tax, interest tax (which was

abolished) and property tax.   Indirect taxes like betting duty, entertainment tax,abolished) and property tax.   Indirect taxes like betting duty, entertainment tax,abolished) and property tax.   Indirect taxes like betting duty, entertainment tax,abolished) and property tax.   Indirect taxes like betting duty, entertainment tax,

stamp duty, hotel accommodation tax, air passenger departure tax, rates, and so on,stamp duty, hotel accommodation tax, air passenger departure tax, rates, and so on,stamp duty, hotel accommodation tax, air passenger departure tax, rates, and so on,stamp duty, hotel accommodation tax, air passenger departure tax, rates, and so on,

are within the ambit of other ordinances.  The estate duty which is a direct tax isare within the ambit of other ordinances.  The estate duty which is a direct tax isare within the ambit of other ordinances.  The estate duty which is a direct tax isare within the ambit of other ordinances.  The estate duty which is a direct tax is

governed by another ordinance.  So we can see that the Inland Revenue Ordinancegoverned by another ordinance.  So we can see that the Inland Revenue Ordinancegoverned by another ordinance.  So we can see that the Inland Revenue Ordinancegoverned by another ordinance.  So we can see that the Inland Revenue Ordinance

reviews merely touched upon a few direct taxes and were very limited in scope.reviews merely touched upon a few direct taxes and were very limited in scope.reviews merely touched upon a few direct taxes and were very limited in scope.reviews merely touched upon a few direct taxes and were very limited in scope.

Furthermore, the Financial Secretaries in the past regarded the Inland RevenueFurthermore, the Financial Secretaries in the past regarded the Inland RevenueFurthermore, the Financial Secretaries in the past regarded the Inland RevenueFurthermore, the Financial Secretaries in the past regarded the Inland Revenue

Ordinance reviews as only a technical review and not related to any fiscal policy.Ordinance reviews as only a technical review and not related to any fiscal policy.Ordinance reviews as only a technical review and not related to any fiscal policy.Ordinance reviews as only a technical review and not related to any fiscal policy.

But this does not mean that the Government feels that our taxation system isBut this does not mean that the Government feels that our taxation system isBut this does not mean that the Government feels that our taxation system isBut this does not mean that the Government feels that our taxation system is

satisfactory.  When he appointed the Third Review Committee, the former Financialsatisfactory.  When he appointed the Third Review Committee, the former Financialsatisfactory.  When he appointed the Third Review Committee, the former Financialsatisfactory.  When he appointed the Third Review Committee, the former Financial

Secretary, Sir Philip HADDON-CAVE said in his Budget Speech that the problem was thatSecretary, Sir Philip HADDON-CAVE said in his Budget Speech that the problem was thatSecretary, Sir Philip HADDON-CAVE said in his Budget Speech that the problem was thatSecretary, Sir Philip HADDON-CAVE said in his Budget Speech that the problem was that

the basic principles of enacting the Ordinance then were formulated 35 years beforethe basic principles of enacting the Ordinance then were formulated 35 years beforethe basic principles of enacting the Ordinance then were formulated 35 years beforethe basic principles of enacting the Ordinance then were formulated 35 years before

during the war and it was the time to consider whether the principles could stillduring the war and it was the time to consider whether the principles could stillduring the war and it was the time to consider whether the principles could stillduring the war and it was the time to consider whether the principles could still

meet the needs of modern Hong Kong.  Please remember the remark was made in 1976.meet the needs of modern Hong Kong.  Please remember the remark was made in 1976.meet the needs of modern Hong Kong.  Please remember the remark was made in 1976.meet the needs of modern Hong Kong.  Please remember the remark was made in 1976.

But unfortunately since then the Government has not discussed these principles.But unfortunately since then the Government has not discussed these principles.But unfortunately since then the Government has not discussed these principles.But unfortunately since then the Government has not discussed these principles.

Other Financial Secretaries adopted a similar attitude.  Sir John BREMRIDGE, in hisOther Financial Secretaries adopted a similar attitude.  Sir John BREMRIDGE, in hisOther Financial Secretaries adopted a similar attitude.  Sir John BREMRIDGE, in hisOther Financial Secretaries adopted a similar attitude.  Sir John BREMRIDGE, in his

Budget Speech in 1986-87, rejected the proposal made by some Legislative CouncillorsBudget Speech in 1986-87, rejected the proposal made by some Legislative CouncillorsBudget Speech in 1986-87, rejected the proposal made by some Legislative CouncillorsBudget Speech in 1986-87, rejected the proposal made by some Legislative Councillors

to set up a Fourth Review Committee.  He thought that the Government had theto set up a Fourth Review Committee.  He thought that the Government had theto set up a Fourth Review Committee.  He thought that the Government had theto set up a Fourth Review Committee.  He thought that the Government had the

responsibility with regard to taxation and this responsibility should not be sharedresponsibility with regard to taxation and this responsibility should not be sharedresponsibility with regard to taxation and this responsibility should not be sharedresponsibility with regard to taxation and this responsibility should not be shared

with others.  Although he refused to establish the Review Committee, Sir Johnwith others.  Although he refused to establish the Review Committee, Sir Johnwith others.  Although he refused to establish the Review Committee, Sir Johnwith others.  Although he refused to establish the Review Committee, Sir John

BREMRIDGE set up a Joint Liaison Committee on Taxation, serving as an advisory bodyBREMRIDGE set up a Joint Liaison Committee on Taxation, serving as an advisory bodyBREMRIDGE set up a Joint Liaison Committee on Taxation, serving as an advisory bodyBREMRIDGE set up a Joint Liaison Committee on Taxation, serving as an advisory body

to the Financial Secretary.  It comprised representatives from the accountingto the Financial Secretary.  It comprised representatives from the accountingto the Financial Secretary.  It comprised representatives from the accountingto the Financial Secretary.  It comprised representatives from the accounting

profession, the legal profession, and the business circles.  They did not have anyprofession, the legal profession, and the business circles.  They did not have anyprofession, the legal profession, and the business circles.  They did not have anyprofession, the legal profession, and the business circles.  They did not have any

statutory status.  The meetings were held behind closed doors and the public had nostatutory status.  The meetings were held behind closed doors and the public had nostatutory status.  The meetings were held behind closed doors and the public had nostatutory status.  The meetings were held behind closed doors and the public had no



participation.  Over the 15 years since 1976, there has been no public review of theparticipation.  Over the 15 years since 1976, there has been no public review of theparticipation.  Over the 15 years since 1976, there has been no public review of theparticipation.  Over the 15 years since 1976, there has been no public review of the

Inland Revenue Ordinance.Inland Revenue Ordinance.Inland Revenue Ordinance.Inland Revenue Ordinance.

Many of our colleagues and people from the business sector feel that we shouldMany of our colleagues and people from the business sector feel that we shouldMany of our colleagues and people from the business sector feel that we shouldMany of our colleagues and people from the business sector feel that we should

continue our simple and low tax policy and that there should not be any changes becausecontinue our simple and low tax policy and that there should not be any changes becausecontinue our simple and low tax policy and that there should not be any changes becausecontinue our simple and low tax policy and that there should not be any changes because

everything has been going well.  I believe that this argument has ignored theeverything has been going well.  I believe that this argument has ignored theeverything has been going well.  I believe that this argument has ignored theeverything has been going well.  I believe that this argument has ignored the

significant economic, political and social changes in Hong Kong over the past decades.significant economic, political and social changes in Hong Kong over the past decades.significant economic, political and social changes in Hong Kong over the past decades.significant economic, political and social changes in Hong Kong over the past decades.

The taxation system should go hand-in-hand with the changes in our society andThe taxation system should go hand-in-hand with the changes in our society andThe taxation system should go hand-in-hand with the changes in our society andThe taxation system should go hand-in-hand with the changes in our society and

corresponding amendments should be made.  Hong Kong witnessed a double-digitcorresponding amendments should be made.  Hong Kong witnessed a double-digitcorresponding amendments should be made.  Hong Kong witnessed a double-digitcorresponding amendments should be made.  Hong Kong witnessed a double-digit

economic growth in the 1970s and early 1980s.  Furthermore, apart from 1974 and 1983,economic growth in the 1970s and early 1980s.  Furthermore, apart from 1974 and 1983,economic growth in the 1970s and early 1980s.  Furthermore, apart from 1974 and 1983,economic growth in the 1970s and early 1980s.  Furthermore, apart from 1974 and 1983,

when we had deficit budgets as a result of global recession, our tax revenue couldwhen we had deficit budgets as a result of global recession, our tax revenue couldwhen we had deficit budgets as a result of global recession, our tax revenue couldwhen we had deficit budgets as a result of global recession, our tax revenue could

basically meet the public expenditure.  But in the 1990s the situation is different.basically meet the public expenditure.  But in the 1990s the situation is different.basically meet the public expenditure.  But in the 1990s the situation is different.basically meet the public expenditure.  But in the 1990s the situation is different.

The Government and the private sector expect that our economic growth in the 1990sThe Government and the private sector expect that our economic growth in the 1990sThe Government and the private sector expect that our economic growth in the 1990sThe Government and the private sector expect that our economic growth in the 1990s

will be only in the range of 5%.  Hong Kong has entered an era of low growth.  Inwill be only in the range of 5%.  Hong Kong has entered an era of low growth.  Inwill be only in the range of 5%.  Hong Kong has entered an era of low growth.  Inwill be only in the range of 5%.  Hong Kong has entered an era of low growth.  In

fact, this is similar to that of the developed countries.  During the years of lowfact, this is similar to that of the developed countries.  During the years of lowfact, this is similar to that of the developed countries.  During the years of lowfact, this is similar to that of the developed countries.  During the years of low

growth, we know that Hong Kong will still have to shoulder the enormous expendituregrowth, we know that Hong Kong will still have to shoulder the enormous expendituregrowth, we know that Hong Kong will still have to shoulder the enormous expendituregrowth, we know that Hong Kong will still have to shoulder the enormous expenditure

on infrastructure projects and it becomes an immense pressure on our fiscal strength.on infrastructure projects and it becomes an immense pressure on our fiscal strength.on infrastructure projects and it becomes an immense pressure on our fiscal strength.on infrastructure projects and it becomes an immense pressure on our fiscal strength.

The Secretary for the Treasury, Mr K Y YEUNG, said on a public occasion that if thereThe Secretary for the Treasury, Mr K Y YEUNG, said on a public occasion that if thereThe Secretary for the Treasury, Mr K Y YEUNG, said on a public occasion that if thereThe Secretary for the Treasury, Mr K Y YEUNG, said on a public occasion that if there

was no change to the taxation system, the deficit would be 6.44 billion in 1992-was no change to the taxation system, the deficit would be 6.44 billion in 1992-was no change to the taxation system, the deficit would be 6.44 billion in 1992-was no change to the taxation system, the deficit would be 6.44 billion in 1992-

93, 14.16 billion in 1993-94, and 13.17 billion in 1994-95.  The persistent high93, 14.16 billion in 1993-94, and 13.17 billion in 1994-95.  The persistent high93, 14.16 billion in 1993-94, and 13.17 billion in 1994-95.  The persistent high93, 14.16 billion in 1993-94, and 13.17 billion in 1994-95.  The persistent high

inflation, together with the low economic growth rates in recent years, means thatinflation, together with the low economic growth rates in recent years, means thatinflation, together with the low economic growth rates in recent years, means thatinflation, together with the low economic growth rates in recent years, means that

the living standard of the lower income group has been declining.  The Ginithe living standard of the lower income group has been declining.  The Ginithe living standard of the lower income group has been declining.  The Ginithe living standard of the lower income group has been declining.  The Gini

Coefficient, an indicator to gauge the distribution of social wealth, was 0.409 inCoefficient, an indicator to gauge the distribution of social wealth, was 0.409 inCoefficient, an indicator to gauge the distribution of social wealth, was 0.409 inCoefficient, an indicator to gauge the distribution of social wealth, was 0.409 in

1976 and reached 0.48 in 1991.1976 and reached 0.48 in 1991.1976 and reached 0.48 in 1991.1976 and reached 0.48 in 1991.

An important principle is that the taxation systeAn important principle is that the taxation systeAn important principle is that the taxation systeAn important principle is that the taxation system, apart from yielding adequatem, apart from yielding adequatem, apart from yielding adequatem, apart from yielding adequate

revenue to the Government, should be designed to perform a redistribution function.revenue to the Government, should be designed to perform a redistribution function.revenue to the Government, should be designed to perform a redistribution function.revenue to the Government, should be designed to perform a redistribution function.

I must stress that it is one of the functions, not the only function.  But thisI must stress that it is one of the functions, not the only function.  But thisI must stress that it is one of the functions, not the only function.  But thisI must stress that it is one of the functions, not the only function.  But this

function has not been fulfilled over the past nine years because the increase of incomefunction has not been fulfilled over the past nine years because the increase of incomefunction has not been fulfilled over the past nine years because the increase of incomefunction has not been fulfilled over the past nine years because the increase of income

tax allowance has not pegged with inflation.  Admittedly, this is not a policy.  Buttax allowance has not pegged with inflation.  Admittedly, this is not a policy.  Buttax allowance has not pegged with inflation.  Admittedly, this is not a policy.  Buttax allowance has not pegged with inflation.  Admittedly, this is not a policy.  But

the Government has failed to listen to such pleas made by many people.  I think thatthe Government has failed to listen to such pleas made by many people.  I think thatthe Government has failed to listen to such pleas made by many people.  I think thatthe Government has failed to listen to such pleas made by many people.  I think that

the Government should take a serious look at the taxation system.  The fact is thethe Government should take a serious look at the taxation system.  The fact is thethe Government should take a serious look at the taxation system.  The fact is thethe Government should take a serious look at the taxation system.  The fact is the

Government will have to meet enormous expenditure.  We have a rather narrow tax base:Government will have to meet enormous expenditure.  We have a rather narrow tax base:Government will have to meet enormous expenditure.  We have a rather narrow tax base:Government will have to meet enormous expenditure.  We have a rather narrow tax base:

8% of the salaries taxpayers pay 56% of the salaries tax, and the tax paid by less8% of the salaries taxpayers pay 56% of the salaries tax, and the tax paid by less8% of the salaries taxpayers pay 56% of the salaries tax, and the tax paid by less8% of the salaries taxpayers pay 56% of the salaries tax, and the tax paid by less

than 0.1% of the entrepreneurs accounts for one-third of the total profits tax.  Thethan 0.1% of the entrepreneurs accounts for one-third of the total profits tax.  Thethan 0.1% of the entrepreneurs accounts for one-third of the total profits tax.  Thethan 0.1% of the entrepreneurs accounts for one-third of the total profits tax.  The

narrow tax base cannot ensure a stable source of revenue.  In times of recession thenarrow tax base cannot ensure a stable source of revenue.  In times of recession thenarrow tax base cannot ensure a stable source of revenue.  In times of recession thenarrow tax base cannot ensure a stable source of revenue.  In times of recession the

Government revenue will be jeopardized.  This prompted the Government to study theGovernment revenue will be jeopardized.  This prompted the Government to study theGovernment revenue will be jeopardized.  This prompted the Government to study theGovernment revenue will be jeopardized.  This prompted the Government to study the

feasibility of levying a sales tax some years ago.  To promote our economicfeasibility of levying a sales tax some years ago.  To promote our economicfeasibility of levying a sales tax some years ago.  To promote our economicfeasibility of levying a sales tax some years ago.  To promote our economic



development, we must also take into account the effects of any new tax or taxdevelopment, we must also take into account the effects of any new tax or taxdevelopment, we must also take into account the effects of any new tax or taxdevelopment, we must also take into account the effects of any new tax or tax

concession on industrial investment.  In the past, taxation reviews were very limitedconcession on industrial investment.  In the past, taxation reviews were very limitedconcession on industrial investment.  In the past, taxation reviews were very limitedconcession on industrial investment.  In the past, taxation reviews were very limited

in scope and could not go hand-in-hand with our economic development.in scope and could not go hand-in-hand with our economic development.in scope and could not go hand-in-hand with our economic development.in scope and could not go hand-in-hand with our economic development.

There There There There is an urgent need to conduct a comprehensive review of our taxation system.is an urgent need to conduct a comprehensive review of our taxation system.is an urgent need to conduct a comprehensive review of our taxation system.is an urgent need to conduct a comprehensive review of our taxation system.

We believe such review should be conducted in a comprehensive manner.  What I meanWe believe such review should be conducted in a comprehensive manner.  What I meanWe believe such review should be conducted in a comprehensive manner.  What I meanWe believe such review should be conducted in a comprehensive manner.  What I mean

by comprehensive is the wide scope of the review and the necessity to enlistby comprehensive is the wide scope of the review and the necessity to enlistby comprehensive is the wide scope of the review and the necessity to enlistby comprehensive is the wide scope of the review and the necessity to enlist

representatives from a wide spectrum of the community to sit on the Review Committee.representatives from a wide spectrum of the community to sit on the Review Committee.representatives from a wide spectrum of the community to sit on the Review Committee.representatives from a wide spectrum of the community to sit on the Review Committee.

The scope of the review should cover the taxation principles employed; the taxationThe scope of the review should cover the taxation principles employed; the taxationThe scope of the review should cover the taxation principles employed; the taxationThe scope of the review should cover the taxation principles employed; the taxation

philosophy; the concrete measures to be taken to broaden the tax base; the burdensphilosophy; the concrete measures to be taken to broaden the tax base; the burdensphilosophy; the concrete measures to be taken to broaden the tax base; the burdensphilosophy; the concrete measures to be taken to broaden the tax base; the burdens

imposed by different tax items on the different strata of our society; the effectsimposed by different tax items on the different strata of our society; the effectsimposed by different tax items on the different strata of our society; the effectsimposed by different tax items on the different strata of our society; the effects

of the taxation system on our economy; the possibility of using the taxation systemof the taxation system on our economy; the possibility of using the taxation systemof the taxation system on our economy; the possibility of using the taxation systemof the taxation system on our economy; the possibility of using the taxation system

to achieve certain social objectives, such as increasing tunnel toll to reduce trafficto achieve certain social objectives, such as increasing tunnel toll to reduce trafficto achieve certain social objectives, such as increasing tunnel toll to reduce trafficto achieve certain social objectives, such as increasing tunnel toll to reduce traffic

congestion and raising tobacco tax to improve the health of the public; and the wayscongestion and raising tobacco tax to improve the health of the public; and the wayscongestion and raising tobacco tax to improve the health of the public; and the wayscongestion and raising tobacco tax to improve the health of the public; and the ways

to plug the loopholes with regard to tax evasion and tax avoidance.to plug the loopholes with regard to tax evasion and tax avoidance.to plug the loopholes with regard to tax evasion and tax avoidance.to plug the loopholes with regard to tax evasion and tax avoidance.

The Joint Liaison Committee on Taxation is not representative enough to conductThe Joint Liaison Committee on Taxation is not representative enough to conductThe Joint Liaison Committee on Taxation is not representative enough to conductThe Joint Liaison Committee on Taxation is not representative enough to conduct

a comprehensive review of the taxation system.  The taxation system involvesa comprehensive review of the taxation system.  The taxation system involvesa comprehensive review of the taxation system.  The taxation system involvesa comprehensive review of the taxation system.  The taxation system involves

different sectors of our society and we should not rely on a handful of professionalsdifferent sectors of our society and we should not rely on a handful of professionalsdifferent sectors of our society and we should not rely on a handful of professionalsdifferent sectors of our society and we should not rely on a handful of professionals

to find the answer.  Even people from the business sector may have different interests.to find the answer.  Even people from the business sector may have different interests.to find the answer.  Even people from the business sector may have different interests.to find the answer.  Even people from the business sector may have different interests.

To take sales tax as an example, in the Budget Debate on 27 March 1991, Mr Allen LEETo take sales tax as an example, in the Budget Debate on 27 March 1991, Mr Allen LEETo take sales tax as an example, in the Budget Debate on 27 March 1991, Mr Allen LEETo take sales tax as an example, in the Budget Debate on 27 March 1991, Mr Allen LEE

supported the introduction of the sales tax at wholesale level.  If Mr Allen LEE'ssupported the introduction of the sales tax at wholesale level.  If Mr Allen LEE'ssupported the introduction of the sales tax at wholesale level.  If Mr Allen LEE'ssupported the introduction of the sales tax at wholesale level.  If Mr Allen LEE's

position remains unchanged, I believe many of Mr LEE's friends or CRC members, suchposition remains unchanged, I believe many of Mr LEE's friends or CRC members, suchposition remains unchanged, I believe many of Mr LEE's friends or CRC members, suchposition remains unchanged, I believe many of Mr LEE's friends or CRC members, such

as Mr Howard YOUNG and Mr Martin BARROW, will be opposed to Mr LEE's view.  As such,as Mr Howard YOUNG and Mr Martin BARROW, will be opposed to Mr LEE's view.  As such,as Mr Howard YOUNG and Mr Martin BARROW, will be opposed to Mr LEE's view.  As such,as Mr Howard YOUNG and Mr Martin BARROW, will be opposed to Mr LEE's view.  As such,

it is essential for the Government to appoint people with representativeness to theit is essential for the Government to appoint people with representativeness to theit is essential for the Government to appoint people with representativeness to theit is essential for the Government to appoint people with representativeness to the

Review Committee.  It will then be able to reconcile the different interestsReview Committee.  It will then be able to reconcile the different interestsReview Committee.  It will then be able to reconcile the different interestsReview Committee.  It will then be able to reconcile the different interests

otherwise the Joint Liaison Committee will only be doing piecemeal work.  Iotherwise the Joint Liaison Committee will only be doing piecemeal work.  Iotherwise the Joint Liaison Committee will only be doing piecemeal work.  Iotherwise the Joint Liaison Committee will only be doing piecemeal work.  I

understand that the review of the taxation system is a very technical job and thatunderstand that the review of the taxation system is a very technical job and thatunderstand that the review of the taxation system is a very technical job and thatunderstand that the review of the taxation system is a very technical job and that

the general public may not be able to understand it, but the social impact broughtthe general public may not be able to understand it, but the social impact broughtthe general public may not be able to understand it, but the social impact broughtthe general public may not be able to understand it, but the social impact brought

about by the outcome of the review would affect many people.  Therefore we cannotabout by the outcome of the review would affect many people.  Therefore we cannotabout by the outcome of the review would affect many people.  Therefore we cannotabout by the outcome of the review would affect many people.  Therefore we cannot

leave the matter to a small group of experts.  Through this motion debate, I hopeleave the matter to a small group of experts.  Through this motion debate, I hopeleave the matter to a small group of experts.  Through this motion debate, I hopeleave the matter to a small group of experts.  Through this motion debate, I hope

that the Government will change its closed-mindedness in its decision-making process.that the Government will change its closed-mindedness in its decision-making process.that the Government will change its closed-mindedness in its decision-making process.that the Government will change its closed-mindedness in its decision-making process.

With the opening up of the Government, we should increase the transparency ofWith the opening up of the Government, we should increase the transparency ofWith the opening up of the Government, we should increase the transparency ofWith the opening up of the Government, we should increase the transparency of

the system in terms of the formulation of the tax policy, which affects the livesthe system in terms of the formulation of the tax policy, which affects the livesthe system in terms of the formulation of the tax policy, which affects the livesthe system in terms of the formulation of the tax policy, which affects the lives

of the men in the street.  A taxation review involves social, economic and politicalof the men in the street.  A taxation review involves social, economic and politicalof the men in the street.  A taxation review involves social, economic and politicalof the men in the street.  A taxation review involves social, economic and political

aspects.  I think that we should set up a committee with its members coming from allaspects.  I think that we should set up a committee with its members coming from allaspects.  I think that we should set up a committee with its members coming from allaspects.  I think that we should set up a committee with its members coming from all

walks of life.  It should comprise Legislative Councillors and professionals whilewalks of life.  It should comprise Legislative Councillors and professionals whilewalks of life.  It should comprise Legislative Councillors and professionals whilewalks of life.  It should comprise Legislative Councillors and professionals while



including lawyers, accountants, representatives from the Taxations Institute,including lawyers, accountants, representatives from the Taxations Institute,including lawyers, accountants, representatives from the Taxations Institute,including lawyers, accountants, representatives from the Taxations Institute,

economists sepcialized in public finance, and people representing different socialeconomists sepcialized in public finance, and people representing different socialeconomists sepcialized in public finance, and people representing different socialeconomists sepcialized in public finance, and people representing different social

sectors.  We should make it possible for such a committee to take different viewssectors.  We should make it possible for such a committee to take different viewssectors.  We should make it possible for such a committee to take different viewssectors.  We should make it possible for such a committee to take different views

into consideration and to look after different interests in order to establish ainto consideration and to look after different interests in order to establish ainto consideration and to look after different interests in order to establish ainto consideration and to look after different interests in order to establish a

taxation system which can cope with our long-term development.taxation system which can cope with our long-term development.taxation system which can cope with our long-term development.taxation system which can cope with our long-term development.

In the last few days I have read through the  In the last few days I have read through the  In the last few days I have read through the  In the last few days I have read through the  speeches of the Budget Debates inspeeches of the Budget Debates inspeeches of the Budget Debates inspeeches of the Budget Debates in

the past three years.  I  discovered that many Members in fact shared my views, butthe past three years.  I  discovered that many Members in fact shared my views, butthe past three years.  I  discovered that many Members in fact shared my views, butthe past three years.  I  discovered that many Members in fact shared my views, but

I wonder whether they will hold the same views  when they vote on my motion.  LetI wonder whether they will hold the same views  when they vote on my motion.  LetI wonder whether they will hold the same views  when they vote on my motion.  LetI wonder whether they will hold the same views  when they vote on my motion.  Let

me quote a few of the  comments from the Handards.me quote a few of the  comments from the Handards.me quote a few of the  comments from the Handards.me quote a few of the  comments from the Handards.

AAAAt the Budget  Debate on 27-28 March 1991, Mr Andrew WONG, Mrs Peggy LAM, Mr Martint the Budget  Debate on 27-28 March 1991, Mr Andrew WONG, Mrs Peggy LAM, Mr Martint the Budget  Debate on 27-28 March 1991, Mr Andrew WONG, Mrs Peggy LAM, Mr Martint the Budget  Debate on 27-28 March 1991, Mr Andrew WONG, Mrs Peggy LAM, Mr Martin

LEE, Mr TAM Yiu-chung, Mr CHUNG Pui-lam, and others, fully supported a taxation reviewLEE, Mr TAM Yiu-chung, Mr CHUNG Pui-lam, and others, fully supported a taxation reviewLEE, Mr TAM Yiu-chung, Mr CHUNG Pui-lam, and others, fully supported a taxation reviewLEE, Mr TAM Yiu-chung, Mr CHUNG Pui-lam, and others, fully supported a taxation review

by the Government.  I do not wish to go into the details.  Instead, I would like toby the Government.  I do not wish to go into the details.  Instead, I would like toby the Government.  I do not wish to go into the details.  Instead, I would like toby the Government.  I do not wish to go into the details.  Instead, I would like to

quote particularly some remarks from other Members who made many proposals with regardquote particularly some remarks from other Members who made many proposals with regardquote particularly some remarks from other Members who made many proposals with regardquote particularly some remarks from other Members who made many proposals with regard

to the reform of the taxation system.  For instance, Mr Allen LEE was concerned aboutto the reform of the taxation system.  For instance, Mr Allen LEE was concerned aboutto the reform of the taxation system.  For instance, Mr Allen LEE was concerned aboutto the reform of the taxation system.  For instance, Mr Allen LEE was concerned about

tax avoidance by companies.  He supported a broadening of the tax base and thetax avoidance by companies.  He supported a broadening of the tax base and thetax avoidance by companies.  He supported a broadening of the tax base and thetax avoidance by companies.  He supported a broadening of the tax base and the

introduction of a sales tax at wholesale level.  Mrs Rita FAN asked for a carefulintroduction of a sales tax at wholesale level.  Mrs Rita FAN asked for a carefulintroduction of a sales tax at wholesale level.  Mrs Rita FAN asked for a carefulintroduction of a sales tax at wholesale level.  Mrs Rita FAN asked for a careful

consideration of levying capital gains tax.  Mr ARCULLI expressed concern about theconsideration of levying capital gains tax.  Mr ARCULLI expressed concern about theconsideration of levying capital gains tax.  Mr ARCULLI expressed concern about theconsideration of levying capital gains tax.  Mr ARCULLI expressed concern about the

heavy tax burden on motorists and smokers.  These views were fully reflected in theirheavy tax burden on motorists and smokers.  These views were fully reflected in theirheavy tax burden on motorists and smokers.  These views were fully reflected in theirheavy tax burden on motorists and smokers.  These views were fully reflected in their

speeches.  Mr ARCULLI said and I quote, "The Government should explore new revenuespeeches.  Mr ARCULLI said and I quote, "The Government should explore new revenuespeeches.  Mr ARCULLI said and I quote, "The Government should explore new revenuespeeches.  Mr ARCULLI said and I quote, "The Government should explore new revenue

measures that have a greater per capita nature or basis."  My emphasis is on newmeasures that have a greater per capita nature or basis."  My emphasis is on newmeasures that have a greater per capita nature or basis."  My emphasis is on newmeasures that have a greater per capita nature or basis."  My emphasis is on new

revenue measures.  He also proposed that varying tariff could be based on the lengthrevenue measures.  He also proposed that varying tariff could be based on the lengthrevenue measures.  He also proposed that varying tariff could be based on the lengthrevenue measures.  He also proposed that varying tariff could be based on the length

of pleasure crafts.  I think these were very good proposals.  Members also discussedof pleasure crafts.  I think these were very good proposals.  Members also discussedof pleasure crafts.  I think these were very good proposals.  Members also discussedof pleasure crafts.  I think these were very good proposals.  Members also discussed

the ratio between direct tax and indirect tax, and they expressed their worries thatthe ratio between direct tax and indirect tax, and they expressed their worries thatthe ratio between direct tax and indirect tax, and they expressed their worries thatthe ratio between direct tax and indirect tax, and they expressed their worries that

the Government would emphasize too much on direct tax.the Government would emphasize too much on direct tax.the Government would emphasize too much on direct tax.the Government would emphasize too much on direct tax.

These proposals which cover an increase of tThese proposals which cover an increase of tThese proposals which cover an increase of tThese proposals which cover an increase of tax items and the ratio between directax items and the ratio between directax items and the ratio between directax items and the ratio between direct

tax and indirect tax mean that we need more than a review of the Inland Revenuetax and indirect tax mean that we need more than a review of the Inland Revenuetax and indirect tax mean that we need more than a review of the Inland Revenuetax and indirect tax mean that we need more than a review of the Inland Revenue

Ordinance.  What we need is a comprehensive review of the taxation system.  IOrdinance.  What we need is a comprehensive review of the taxation system.  IOrdinance.  What we need is a comprehensive review of the taxation system.  IOrdinance.  What we need is a comprehensive review of the taxation system.  I

emphasize time and again that the Government should not carry out public consultationemphasize time and again that the Government should not carry out public consultationemphasize time and again that the Government should not carry out public consultationemphasize time and again that the Government should not carry out public consultation

only about the introduction of a sales tax.  I think the introduction of a sales taxonly about the introduction of a sales tax.  I think the introduction of a sales taxonly about the introduction of a sales tax.  I think the introduction of a sales taxonly about the introduction of a sales tax.  I think the introduction of a sales tax

will lead to a great change to our taxation system.  To deal with the problem squarely,will lead to a great change to our taxation system.  To deal with the problem squarely,will lead to a great change to our taxation system.  To deal with the problem squarely,will lead to a great change to our taxation system.  To deal with the problem squarely,

we should approach the taxation system comprehensively.we should approach the taxation system comprehensively.we should approach the taxation system comprehensively.we should approach the taxation system comprehensively.

And if we look back one year further, on 25 April 1990, Mr NGAI Shiu-kit saidAnd if we look back one year further, on 25 April 1990, Mr NGAI Shiu-kit saidAnd if we look back one year further, on 25 April 1990, Mr NGAI Shiu-kit saidAnd if we look back one year further, on 25 April 1990, Mr NGAI Shiu-kit said

and I quote, "It is wise of the Financial Secretary not to impose the sales tax.  Afterand I quote, "It is wise of the Financial Secretary not to impose the sales tax.  Afterand I quote, "It is wise of the Financial Secretary not to impose the sales tax.  Afterand I quote, "It is wise of the Financial Secretary not to impose the sales tax.  After

all, our taxation system and its operation require a thorough review.  Although thereall, our taxation system and its operation require a thorough review.  Although thereall, our taxation system and its operation require a thorough review.  Although thereall, our taxation system and its operation require a thorough review.  Although there



is a need to extend the tax net, a comprehensive study has to be conducted to establishis a need to extend the tax net, a comprehensive study has to be conducted to establishis a need to extend the tax net, a comprehensive study has to be conducted to establishis a need to extend the tax net, a comprehensive study has to be conducted to establish

fair and effective taxation guidelines and to secure a creative environment in favourfair and effective taxation guidelines and to secure a creative environment in favourfair and effective taxation guidelines and to secure a creative environment in favourfair and effective taxation guidelines and to secure a creative environment in favour

of our future economic prosperity."of our future economic prosperity."of our future economic prosperity."of our future economic prosperity."

To conclude, I would like to quote Mr Peter WTo conclude, I would like to quote Mr Peter WTo conclude, I would like to quote Mr Peter WTo conclude, I would like to quote Mr Peter WONG's speech in 1991.  I fully supportONG's speech in 1991.  I fully supportONG's speech in 1991.  I fully supportONG's speech in 1991.  I fully support

his views and I think those of us from the liberal camp should learn from Mr WONG.his views and I think those of us from the liberal camp should learn from Mr WONG.his views and I think those of us from the liberal camp should learn from Mr WONG.his views and I think those of us from the liberal camp should learn from Mr WONG.

As a member of the Joint Liaison Committee on Taxation (both Mr Peter WONG and MrAs a member of the Joint Liaison Committee on Taxation (both Mr Peter WONG and MrAs a member of the Joint Liaison Committee on Taxation (both Mr Peter WONG and MrAs a member of the Joint Liaison Committee on Taxation (both Mr Peter WONG and Mr

Eric LI are members of the Committee), Mr WONG said, "As a member of the Joint LiaisonEric LI are members of the Committee), Mr WONG said, "As a member of the Joint LiaisonEric LI are members of the Committee), Mr WONG said, "As a member of the Joint LiaisonEric LI are members of the Committee), Mr WONG said, "As a member of the Joint Liaison

Committee on Taxation, I concur that the Committee is not the appropriate forum toCommittee on Taxation, I concur that the Committee is not the appropriate forum toCommittee on Taxation, I concur that the Committee is not the appropriate forum toCommittee on Taxation, I concur that the Committee is not the appropriate forum to

do a comprehensive review of our tax structure.  The fact remains that we havedo a comprehensive review of our tax structure.  The fact remains that we havedo a comprehensive review of our tax structure.  The fact remains that we havedo a comprehensive review of our tax structure.  The fact remains that we have

inherited the old colonial tax model which is meant for an unsophisticated economy.inherited the old colonial tax model which is meant for an unsophisticated economy.inherited the old colonial tax model which is meant for an unsophisticated economy.inherited the old colonial tax model which is meant for an unsophisticated economy.

As we progress towards democratic government in the foreseeable future, it will beAs we progress towards democratic government in the foreseeable future, it will beAs we progress towards democratic government in the foreseeable future, it will beAs we progress towards democratic government in the foreseeable future, it will be

the voter that, in the final analysis, decide the taxation policy.  The taxationthe voter that, in the final analysis, decide the taxation policy.  The taxationthe voter that, in the final analysis, decide the taxation policy.  The taxationthe voter that, in the final analysis, decide the taxation policy.  The taxation

policy that evolves will, instead of tinkering with revenue measures, meet thepolicy that evolves will, instead of tinkering with revenue measures, meet thepolicy that evolves will, instead of tinkering with revenue measures, meet thepolicy that evolves will, instead of tinkering with revenue measures, meet the

sophisticated needs as well as broad social objectives of our policy."  These aresophisticated needs as well as broad social objectives of our policy."  These aresophisticated needs as well as broad social objectives of our policy."  These aresophisticated needs as well as broad social objectives of our policy."  These are

also the words from my heart.also the words from my heart.also the words from my heart.also the words from my heart.

Mr Deputy President, I will comment on Mr Frederick FUNG's amendment later andMr Deputy President, I will comment on Mr Frederick FUNG's amendment later andMr Deputy President, I will comment on Mr Frederick FUNG's amendment later andMr Deputy President, I will comment on Mr Frederick FUNG's amendment later and

will not do so now.  I urge Members to put forward your views.will not do so now.  I urge Members to put forward your views.will not do so now.  I urge Members to put forward your views.will not do so now.  I urge Members to put forward your views.

Thank you, Mr Deputy President.Thank you, Mr Deputy President.Thank you, Mr Deputy President.Thank you, Mr Deputy President.

Question on the motion proposed.Question on the motion proposed.Question on the motion proposed.Question on the motion proposed.

DEPUTY PRESIDENT:  Mr K K FUNG has given notice to move an amendment to the motion.DEPUTY PRESIDENT:  Mr K K FUNG has given notice to move an amendment to the motion.DEPUTY PRESIDENT:  Mr K K FUNG has given notice to move an amendment to the motion.DEPUTY PRESIDENT:  Mr K K FUNG has given notice to move an amendment to the motion.

His amendment has been printed in the Order Paper and circulated to Members.  IHis amendment has been printed in the Order Paper and circulated to Members.  IHis amendment has been printed in the Order Paper and circulated to Members.  IHis amendment has been printed in the Order Paper and circulated to Members.  I

propose to call him to speak and to move his amendment now so that Members may debatepropose to call him to speak and to move his amendment now so that Members may debatepropose to call him to speak and to move his amendment now so that Members may debatepropose to call him to speak and to move his amendment now so that Members may debate

the motion and the amendment together.the motion and the amendment together.the motion and the amendment together.the motion and the amendment together.

MR FREDERICK FUNG moved the following amendment to Mr Fred LI's motion:MR FREDERICK FUNG moved the following amendment to Mr Fred LI's motion:MR FREDERICK FUNG moved the following amendment to Mr Fred LI's motion:MR FREDERICK FUNG moved the following amendment to Mr Fred LI's motion:

To add the following after "Hong Kong":To add the following after "Hong Kong":To add the following after "Hong Kong":To add the following after "Hong Kong":

"with one of its main objectives being to reduce the tax burden of the lower and middle"with one of its main objectives being to reduce the tax burden of the lower and middle"with one of its main objectives being to reduce the tax burden of the lower and middle"with one of its main objectives being to reduce the tax burden of the lower and middle

income groups"income groups"income groups"income groups"

MR FREDERICK FUNG  (in Cantonese) : Mr Deputy President, I rise to move my amendmentMR FREDERICK FUNG  (in Cantonese) : Mr Deputy President, I rise to move my amendmentMR FREDERICK FUNG  (in Cantonese) : Mr Deputy President, I rise to move my amendmentMR FREDERICK FUNG  (in Cantonese) : Mr Deputy President, I rise to move my amendment



to the motion as set out in the paper circulated to Members.  Before I come to myto the motion as set out in the paper circulated to Members.  Before I come to myto the motion as set out in the paper circulated to Members.  Before I come to myto the motion as set out in the paper circulated to Members.  Before I come to my

speech proper, there is something I would like to say which might not immediatelyspeech proper, there is something I would like to say which might not immediatelyspeech proper, there is something I would like to say which might not immediatelyspeech proper, there is something I would like to say which might not immediately

relate to the motion before us but which I feel is of such importance that I cannotrelate to the motion before us but which I feel is of such importance that I cannotrelate to the motion before us but which I feel is of such importance that I cannotrelate to the motion before us but which I feel is of such importance that I cannot

afford to let it go unmentioned.  Yesterday and today many newspapers carried reportsafford to let it go unmentioned.  Yesterday and today many newspapers carried reportsafford to let it go unmentioned.  Yesterday and today many newspapers carried reportsafford to let it go unmentioned.  Yesterday and today many newspapers carried reports

to the effect that the Executive Council had earlier discussed the need or otherwiseto the effect that the Executive Council had earlier discussed the need or otherwiseto the effect that the Executive Council had earlier discussed the need or otherwiseto the effect that the Executive Council had earlier discussed the need or otherwise

of a tax review and had decided against setting up a committee to conduct a review.of a tax review and had decided against setting up a committee to conduct a review.of a tax review and had decided against setting up a committee to conduct a review.of a tax review and had decided against setting up a committee to conduct a review.

Up to the present moment, the Executive Council has given no formal clarificationUp to the present moment, the Executive Council has given no formal clarificationUp to the present moment, the Executive Council has given no formal clarificationUp to the present moment, the Executive Council has given no formal clarification

as to the truth of these reports.  Its slowness to react contrasts sharply with theas to the truth of these reports.  Its slowness to react contrasts sharply with theas to the truth of these reports.  Its slowness to react contrasts sharply with theas to the truth of these reports.  Its slowness to react contrasts sharply with the

speed and efficiency with which the Financial Secretary has reacted in similarspeed and efficiency with which the Financial Secretary has reacted in similarspeed and efficiency with which the Financial Secretary has reacted in similarspeed and efficiency with which the Financial Secretary has reacted in similar

situations.  The Executive Council's silence will easily lead people into thinkingsituations.  The Executive Council's silence will easily lead people into thinkingsituations.  The Executive Council's silence will easily lead people into thinkingsituations.  The Executive Council's silence will easily lead people into thinking

that either the Executive Council is slow to react to refute it or it is true afterthat either the Executive Council is slow to react to refute it or it is true afterthat either the Executive Council is slow to react to refute it or it is true afterthat either the Executive Council is slow to react to refute it or it is true after

all.  If there is truth in these press reports, it will easily lead people intoall.  If there is truth in these press reports, it will easily lead people intoall.  If there is truth in these press reports, it will easily lead people intoall.  If there is truth in these press reports, it will easily lead people into

thinking that the Executive Council is making use of these reports to influence thethinking that the Executive Council is making use of these reports to influence thethinking that the Executive Council is making use of these reports to influence thethinking that the Executive Council is making use of these reports to influence the

course of today's debate.  These reports will also arouse suspicions as to whethercourse of today's debate.  These reports will also arouse suspicions as to whethercourse of today's debate.  These reports will also arouse suspicions as to whethercourse of today's debate.  These reports will also arouse suspicions as to whether

the Executive Council is intent on nipping a tax review in the bud.  I am also worriedthe Executive Council is intent on nipping a tax review in the bud.  I am also worriedthe Executive Council is intent on nipping a tax review in the bud.  I am also worriedthe Executive Council is intent on nipping a tax review in the bud.  I am also worried

by these reports because we, Legislative Councillors, normally reflect our views toby these reports because we, Legislative Councillors, normally reflect our views toby these reports because we, Legislative Councillors, normally reflect our views toby these reports because we, Legislative Councillors, normally reflect our views to

the Executive Council and the executive branch of the Government  through motionthe Executive Council and the executive branch of the Government  through motionthe Executive Council and the executive branch of the Government  through motionthe Executive Council and the executive branch of the Government  through motion

debates, which indeed is one of the basic functions of this Council.  I feel thatdebates, which indeed is one of the basic functions of this Council.  I feel thatdebates, which indeed is one of the basic functions of this Council.  I feel thatdebates, which indeed is one of the basic functions of this Council.  I feel that

these reports have spread a dark veil over today's motion debate.  By dark veil Ithese reports have spread a dark veil over today's motion debate.  By dark veil Ithese reports have spread a dark veil over today's motion debate.  By dark veil Ithese reports have spread a dark veil over today's motion debate.  By dark veil I

mean the black cap donned by judges when pronouncing the death sentence.  As a mattermean the black cap donned by judges when pronouncing the death sentence.  As a mattermean the black cap donned by judges when pronouncing the death sentence.  As a mattermean the black cap donned by judges when pronouncing the death sentence.  As a matter

of fact, the Executive Council a few days ago already pronounced -- indeed executedof fact, the Executive Council a few days ago already pronounced -- indeed executedof fact, the Executive Council a few days ago already pronounced -- indeed executedof fact, the Executive Council a few days ago already pronounced -- indeed executed

-- the death sentence on today's motion, be it Mr Fred LI's original motion or my-- the death sentence on today's motion, be it Mr Fred LI's original motion or my-- the death sentence on today's motion, be it Mr Fred LI's original motion or my-- the death sentence on today's motion, be it Mr Fred LI's original motion or my

amended motion.  The reason I am saying this is that there are six non-governmentamended motion.  The reason I am saying this is that there are six non-governmentamended motion.  The reason I am saying this is that there are six non-governmentamended motion.  The reason I am saying this is that there are six non-government

Executive Council Members and  three ex officio Executive Council Members among usExecutive Council Members and  three ex officio Executive Council Members among usExecutive Council Members and  three ex officio Executive Council Members among usExecutive Council Members and  three ex officio Executive Council Members among us

and I guess that these nine Members will, bound by the system of confidentiality andand I guess that these nine Members will, bound by the system of confidentiality andand I guess that these nine Members will, bound by the system of confidentiality andand I guess that these nine Members will, bound by the system of confidentiality and

collective responsibility as they are, vote against a tax review.  I very much resentcollective responsibility as they are, vote against a tax review.  I very much resentcollective responsibility as they are, vote against a tax review.  I very much resentcollective responsibility as they are, vote against a tax review.  I very much resent

this.  I hope the reports are not true, but only rumours.  I hope the six Executivethis.  I hope the reports are not true, but only rumours.  I hope the six Executivethis.  I hope the reports are not true, but only rumours.  I hope the six Executivethis.  I hope the reports are not true, but only rumours.  I hope the six Executive

Council Members among us will clarify this matter when they rise to speak.Council Members among us will clarify this matter when they rise to speak.Council Members among us will clarify this matter when they rise to speak.Council Members among us will clarify this matter when they rise to speak.

Mr Deputy President, I am moving an amendment to the motion on fouMr Deputy President, I am moving an amendment to the motion on fouMr Deputy President, I am moving an amendment to the motion on fouMr Deputy President, I am moving an amendment to the motion on four grounds:r grounds:r grounds:r grounds:

(1)(1)(1)(1) I am of the view that the original motion, in urging in general terms theI am of the view that the original motion, in urging in general terms theI am of the view that the original motion, in urging in general terms theI am of the view that the original motion, in urging in general terms the

Government to conduct a tax review, is devoid of substance and lacks direction.  ItGovernment to conduct a tax review, is devoid of substance and lacks direction.  ItGovernment to conduct a tax review, is devoid of substance and lacks direction.  ItGovernment to conduct a tax review, is devoid of substance and lacks direction.  It

is just like setting a scope within which to require a student to write an essay butis just like setting a scope within which to require a student to write an essay butis just like setting a scope within which to require a student to write an essay butis just like setting a scope within which to require a student to write an essay but

not detailing the subject on which to write.  Such an approach will only result innot detailing the subject on which to write.  Such an approach will only result innot detailing the subject on which to write.  Such an approach will only result innot detailing the subject on which to write.  Such an approach will only result in

an essay focussing on form rather than content and written according to the fancyan essay focussing on form rather than content and written according to the fancyan essay focussing on form rather than content and written according to the fancyan essay focussing on form rather than content and written according to the fancy

of the student. An essay of this sort, no matter how it is written, can never fallof the student. An essay of this sort, no matter how it is written, can never fallof the student. An essay of this sort, no matter how it is written, can never fallof the student. An essay of this sort, no matter how it is written, can never fall

foul of the subject -- precisely because there is no subject to write on -- and willfoul of the subject -- precisely because there is no subject to write on -- and willfoul of the subject -- precisely because there is no subject to write on -- and willfoul of the subject -- precisely because there is no subject to write on -- and will



be given high marks.be given high marks.be given high marks.be given high marks.

(2)(2)(2)(2) The original motion urges the Government to set up a committee to review theThe original motion urges the Government to set up a committee to review theThe original motion urges the Government to set up a committee to review theThe original motion urges the Government to set up a committee to review the

tax system.  I feel that even if the motion is endorsed by this Council it will havetax system.  I feel that even if the motion is endorsed by this Council it will havetax system.  I feel that even if the motion is endorsed by this Council it will havetax system.  I feel that even if the motion is endorsed by this Council it will have

little driving force in launching the Administration in good earnest on a review.little driving force in launching the Administration in good earnest on a review.little driving force in launching the Administration in good earnest on a review.little driving force in launching the Administration in good earnest on a review.

It only urges the Government to appoint a group of people to form a committee.  NoIt only urges the Government to appoint a group of people to form a committee.  NoIt only urges the Government to appoint a group of people to form a committee.  NoIt only urges the Government to appoint a group of people to form a committee.  No

matter how abundant the expertise, no matter how large the membership, the elementmatter how abundant the expertise, no matter how large the membership, the elementmatter how abundant the expertise, no matter how large the membership, the elementmatter how abundant the expertise, no matter how large the membership, the element

that would represent the middle and lower income people in the committee would bethat would represent the middle and lower income people in the committee would bethat would represent the middle and lower income people in the committee would bethat would represent the middle and lower income people in the committee would be

a minute fraction constituting no more than a lone, faint voice -- probably even fara minute fraction constituting no more than a lone, faint voice -- probably even fara minute fraction constituting no more than a lone, faint voice -- probably even fara minute fraction constituting no more than a lone, faint voice -- probably even far

less than the present 20% element in the Legislative Council.  The result of theless than the present 20% element in the Legislative Council.  The result of theless than the present 20% element in the Legislative Council.  The result of theless than the present 20% element in the Legislative Council.  The result of the

review would be, as everybody would expect, a foregone conclusion; it would be anreview would be, as everybody would expect, a foregone conclusion; it would be anreview would be, as everybody would expect, a foregone conclusion; it would be anreview would be, as everybody would expect, a foregone conclusion; it would be an

empty shell without a soul which the Government would hold forth as a decorativeempty shell without a soul which the Government would hold forth as a decorativeempty shell without a soul which the Government would hold forth as a decorativeempty shell without a soul which the Government would hold forth as a decorative

centrepiece to support the present taxation system.centrepiece to support the present taxation system.centrepiece to support the present taxation system.centrepiece to support the present taxation system.

(3)(3)(3)(3) I feel that the original motion is nI feel that the original motion is nI feel that the original motion is nI feel that the original motion is no more than a work procedure proposal.o more than a work procedure proposal.o more than a work procedure proposal.o more than a work procedure proposal.

In respect of this proposal, I believe many of my colleagues will later give theirIn respect of this proposal, I believe many of my colleagues will later give theirIn respect of this proposal, I believe many of my colleagues will later give theirIn respect of this proposal, I believe many of my colleagues will later give their

views on the taxation system.  Some will express support for tax increases, some willviews on the taxation system.  Some will express support for tax increases, some willviews on the taxation system.  Some will express support for tax increases, some willviews on the taxation system.  Some will express support for tax increases, some will

not, and some will express support for a sales tax while some others will suggestnot, and some will express support for a sales tax while some others will suggestnot, and some will express support for a sales tax while some others will suggestnot, and some will express support for a sales tax while some others will suggest

an expansion to the tax base while yet some others will disagree.  All these willan expansion to the tax base while yet some others will disagree.  All these willan expansion to the tax base while yet some others will disagree.  All these willan expansion to the tax base while yet some others will disagree.  All these will

be individual views of individual colleagues.  I believe that many of my colleaguesbe individual views of individual colleagues.  I believe that many of my colleaguesbe individual views of individual colleagues.  I believe that many of my colleaguesbe individual views of individual colleagues.  I believe that many of my colleagues

will dwell on the public's predicaments and urge the Government to take variouswill dwell on the public's predicaments and urge the Government to take variouswill dwell on the public's predicaments and urge the Government to take variouswill dwell on the public's predicaments and urge the Government to take various

measures to improve their lot.  Yet these are individual views, not the collectivemeasures to improve their lot.  Yet these are individual views, not the collectivemeasures to improve their lot.  Yet these are individual views, not the collectivemeasures to improve their lot.  Yet these are individual views, not the collective

view of the Legislative Council.  Nothing short of the adoption of a motion in theview of the Legislative Council.  Nothing short of the adoption of a motion in theview of the Legislative Council.  Nothing short of the adoption of a motion in theview of the Legislative Council.  Nothing short of the adoption of a motion in the

form of a resolution by this Council will constitute the collective view of thisform of a resolution by this Council will constitute the collective view of thisform of a resolution by this Council will constitute the collective view of thisform of a resolution by this Council will constitute the collective view of this

Council.  Members are free to take the floor and speak their mind but theCouncil.  Members are free to take the floor and speak their mind but theCouncil.  Members are free to take the floor and speak their mind but theCouncil.  Members are free to take the floor and speak their mind but the

Administration is not bound to listen and follow it because it is not the collectiveAdministration is not bound to listen and follow it because it is not the collectiveAdministration is not bound to listen and follow it because it is not the collectiveAdministration is not bound to listen and follow it because it is not the collective

view of the Legislative Council.  As a matter of fact, as far as the Administrationview of the Legislative Council.  As a matter of fact, as far as the Administrationview of the Legislative Council.  As a matter of fact, as far as the Administrationview of the Legislative Council.  As a matter of fact, as far as the Administration

is concerned, what individual Members say in this Council does not carry even ais concerned, what individual Members say in this Council does not carry even ais concerned, what individual Members say in this Council does not carry even ais concerned, what individual Members say in this Council does not carry even a

fraction of the weight it would otherwise have carried in a press conference.fraction of the weight it would otherwise have carried in a press conference.fraction of the weight it would otherwise have carried in a press conference.fraction of the weight it would otherwise have carried in a press conference.

(4)  Many would say that the amended motion and the original motion both urge(4)  Many would say that the amended motion and the original motion both urge(4)  Many would say that the amended motion and the original motion both urge(4)  Many would say that the amended motion and the original motion both urge

for a change of Hong Kong's taxation system from one of a low tax regime to anotherfor a change of Hong Kong's taxation system from one of a low tax regime to anotherfor a change of Hong Kong's taxation system from one of a low tax regime to anotherfor a change of Hong Kong's taxation system from one of a low tax regime to another

regime, which would affect business investments here.  I would like to furnish someregime, which would affect business investments here.  I would like to furnish someregime, which would affect business investments here.  I would like to furnish someregime, which would affect business investments here.  I would like to furnish some

information to Members.  Hong Kong's economy has all along developed on the basisinformation to Members.  Hong Kong's economy has all along developed on the basisinformation to Members.  Hong Kong's economy has all along developed on the basisinformation to Members.  Hong Kong's economy has all along developed on the basis

of low tax, so the argument goes.  The argument is valid when viewed from theof low tax, so the argument goes.  The argument is valid when viewed from theof low tax, so the argument goes.  The argument is valid when viewed from theof low tax, so the argument goes.  The argument is valid when viewed from the

perspective of Hong Kong's economic takeoff in the 1960s;  it is again valid whenperspective of Hong Kong's economic takeoff in the 1960s;  it is again valid whenperspective of Hong Kong's economic takeoff in the 1960s;  it is again valid whenperspective of Hong Kong's economic takeoff in the 1960s;  it is again valid when

viewed from the perspective of the 1970s when the large influx of immigrants andviewed from the perspective of the 1970s when the large influx of immigrants andviewed from the perspective of the 1970s when the large influx of immigrants andviewed from the perspective of the 1970s when the large influx of immigrants and

building of the physical infrastructure boosted economic development.  But with thebuilding of the physical infrastructure boosted economic development.  But with thebuilding of the physical infrastructure boosted economic development.  But with thebuilding of the physical infrastructure boosted economic development.  But with the



advent of the 1980s, low taxation fell from its supreme notch to become just one ofadvent of the 1980s, low taxation fell from its supreme notch to become just one ofadvent of the 1980s, low taxation fell from its supreme notch to become just one ofadvent of the 1980s, low taxation fell from its supreme notch to become just one of

the principal reasons for Hong Kong's economic development, not the sole reason.the principal reasons for Hong Kong's economic development, not the sole reason.the principal reasons for Hong Kong's economic development, not the sole reason.the principal reasons for Hong Kong's economic development, not the sole reason.

According to findings of the annual questionaire surveys on international investmentAccording to findings of the annual questionaire surveys on international investmentAccording to findings of the annual questionaire surveys on international investmentAccording to findings of the annual questionaire surveys on international investment

companies conducted by the Industry Department, the level of taxation is only a factorcompanies conducted by the Industry Department, the level of taxation is only a factorcompanies conducted by the Industry Department, the level of taxation is only a factorcompanies conducted by the Industry Department, the level of taxation is only a factor

of moderate importance; the principal attractions to foreign investors are the targetof moderate importance; the principal attractions to foreign investors are the targetof moderate importance; the principal attractions to foreign investors are the targetof moderate importance; the principal attractions to foreign investors are the target

territory's legal system, labour productivity, infrastructural facilities, andterritory's legal system, labour productivity, infrastructural facilities, andterritory's legal system, labour productivity, infrastructural facilities, andterritory's legal system, labour productivity, infrastructural facilities, and

modernized production equipment.  Moreover,  a recent survey invited local andmodernized production equipment.  Moreover,  a recent survey invited local andmodernized production equipment.  Moreover,  a recent survey invited local andmodernized production equipment.  Moreover,  a recent survey invited local and

American companies to assess and identify among 15 factors in Hong Kong's investmentAmerican companies to assess and identify among 15 factors in Hong Kong's investmentAmerican companies to assess and identify among 15 factors in Hong Kong's investmentAmerican companies to assess and identify among 15 factors in Hong Kong's investment

environment.  The findings indicated that in the 1990s, that is, from 1990 to 1997,environment.  The findings indicated that in the 1990s, that is, from 1990 to 1997,environment.  The findings indicated that in the 1990s, that is, from 1990 to 1997,environment.  The findings indicated that in the 1990s, that is, from 1990 to 1997,

the three foremost investment factors identified are free port, free exchange systemthe three foremost investment factors identified are free port, free exchange systemthe three foremost investment factors identified are free port, free exchange systemthe three foremost investment factors identified are free port, free exchange system

and efficient banking system; for post-1997 years, the foremost factors are the Chinaand efficient banking system; for post-1997 years, the foremost factors are the Chinaand efficient banking system; for post-1997 years, the foremost factors are the Chinaand efficient banking system; for post-1997 years, the foremost factors are the China

market, labour productivity and the banking system.  Low taxation is not thatmarket, labour productivity and the banking system.  Low taxation is not thatmarket, labour productivity and the banking system.  Low taxation is not thatmarket, labour productivity and the banking system.  Low taxation is not that

important after all in the eyes of international investors.important after all in the eyes of international investors.important after all in the eyes of international investors.important after all in the eyes of international investors.

I should like to explain why in my amendment I seek to lessen the tax burden onI should like to explain why in my amendment I seek to lessen the tax burden onI should like to explain why in my amendment I seek to lessen the tax burden onI should like to explain why in my amendment I seek to lessen the tax burden on

middle and lower income people.  Some would say that in caring for the middle andmiddle and lower income people.  Some would say that in caring for the middle andmiddle and lower income people.  Some would say that in caring for the middle andmiddle and lower income people.  Some would say that in caring for the middle and

lower income people I have neglected the interests of the business sector.  I hopelower income people I have neglected the interests of the business sector.  I hopelower income people I have neglected the interests of the business sector.  I hopelower income people I have neglected the interests of the business sector.  I hope

Members will understand my amendment which is in the following terms:Members will understand my amendment which is in the following terms:Members will understand my amendment which is in the following terms:Members will understand my amendment which is in the following terms:

"with one of its main objectives being to reduce the tax burden of the lower and middle"with one of its main objectives being to reduce the tax burden of the lower and middle"with one of its main objectives being to reduce the tax burden of the lower and middle"with one of its main objectives being to reduce the tax burden of the lower and middle

income groups"income groups"income groups"income groups"

Looking after the interests of the lower and middle income groups is only one of theLooking after the interests of the lower and middle income groups is only one of theLooking after the interests of the lower and middle income groups is only one of theLooking after the interests of the lower and middle income groups is only one of the

main objectives, not the sole objective.  I feel that we should not just conduct amain objectives, not the sole objective.  I feel that we should not just conduct amain objectives, not the sole objective.  I feel that we should not just conduct amain objectives, not the sole objective.  I feel that we should not just conduct a

review and leave it at that.  We must improve the system.  There must be a directionreview and leave it at that.  We must improve the system.  There must be a directionreview and leave it at that.  We must improve the system.  There must be a directionreview and leave it at that.  We must improve the system.  There must be a direction

in which to effect improvements.  In this regard, I think that one of the directionsin which to effect improvements.  In this regard, I think that one of the directionsin which to effect improvements.  In this regard, I think that one of the directionsin which to effect improvements.  In this regard, I think that one of the directions

-- not the sole direction -- is care for the livelihood of humble and lowly citizens.-- not the sole direction -- is care for the livelihood of humble and lowly citizens.-- not the sole direction -- is care for the livelihood of humble and lowly citizens.-- not the sole direction -- is care for the livelihood of humble and lowly citizens.

I have not ruled out other directions.  Indeed there may be many, such as encouragingI have not ruled out other directions.  Indeed there may be many, such as encouragingI have not ruled out other directions.  Indeed there may be many, such as encouragingI have not ruled out other directions.  Indeed there may be many, such as encouraging

investment by the investing community and the business sector, and making the taxinvestment by the investing community and the business sector, and making the taxinvestment by the investing community and the business sector, and making the taxinvestment by the investing community and the business sector, and making the tax

system more equitable.  If the Government is really willing to review the tax system,system more equitable.  If the Government is really willing to review the tax system,system more equitable.  If the Government is really willing to review the tax system,system more equitable.  If the Government is really willing to review the tax system,

I can assure Members that the review will have a diversified objective in order toI can assure Members that the review will have a diversified objective in order toI can assure Members that the review will have a diversified objective in order toI can assure Members that the review will have a diversified objective in order to

come up with a taxation policy that  will cater for the needs of the overall economy.come up with a taxation policy that  will cater for the needs of the overall economy.come up with a taxation policy that  will cater for the needs of the overall economy.come up with a taxation policy that  will cater for the needs of the overall economy.

Certainly, the business sector will have their own needs to be catered for.  Anyway,Certainly, the business sector will have their own needs to be catered for.  Anyway,Certainly, the business sector will have their own needs to be catered for.  Anyway,Certainly, the business sector will have their own needs to be catered for.  Anyway,

I am not at all worried that other directions will be overlooked.  Neither am I worriedI am not at all worried that other directions will be overlooked.  Neither am I worriedI am not at all worried that other directions will be overlooked.  Neither am I worriedI am not at all worried that other directions will be overlooked.  Neither am I worried

that the business sector will have no avenues whereby to reflect their views to thethat the business sector will have no avenues whereby to reflect their views to thethat the business sector will have no avenues whereby to reflect their views to thethat the business sector will have no avenues whereby to reflect their views to the

Government in furtherance of their needs or requirements.  Least of all am I worriedGovernment in furtherance of their needs or requirements.  Least of all am I worriedGovernment in furtherance of their needs or requirements.  Least of all am I worriedGovernment in furtherance of their needs or requirements.  Least of all am I worried

lest the business sector should be incapable of mustering enough expertise to putlest the business sector should be incapable of mustering enough expertise to putlest the business sector should be incapable of mustering enough expertise to putlest the business sector should be incapable of mustering enough expertise to put

forward their own proposals to the Government.  Taxation policy is a complicatedforward their own proposals to the Government.  Taxation policy is a complicatedforward their own proposals to the Government.  Taxation policy is a complicatedforward their own proposals to the Government.  Taxation policy is a complicated



matter.  The general public can do no more than moan in agony where the policy hurts;matter.  The general public can do no more than moan in agony where the policy hurts;matter.  The general public can do no more than moan in agony where the policy hurts;matter.  The general public can do no more than moan in agony where the policy hurts;

I cannot possibly imagine them glibly and fluently making representations the wayI cannot possibly imagine them glibly and fluently making representations the wayI cannot possibly imagine them glibly and fluently making representations the wayI cannot possibly imagine them glibly and fluently making representations the way

the business sector and professionals do.  If this Council fails to endorse thisthe business sector and professionals do.  If this Council fails to endorse thisthe business sector and professionals do.  If this Council fails to endorse thisthe business sector and professionals do.  If this Council fails to endorse this

amendment I am proposing, then the voice of the lower and middle income groups willamendment I am proposing, then the voice of the lower and middle income groups willamendment I am proposing, then the voice of the lower and middle income groups willamendment I am proposing, then the voice of the lower and middle income groups will

be drowned out in this institutionized system of ours and tax reform will not havebe drowned out in this institutionized system of ours and tax reform will not havebe drowned out in this institutionized system of ours and tax reform will not havebe drowned out in this institutionized system of ours and tax reform will not have

regard to the predicaments of the lower and middle income people.  Successiveregard to the predicaments of the lower and middle income people.  Successiveregard to the predicaments of the lower and middle income people.  Successiveregard to the predicaments of the lower and middle income people.  Successive

Financial Secretaries and also the business sector have been stressing the need toFinancial Secretaries and also the business sector have been stressing the need toFinancial Secretaries and also the business sector have been stressing the need toFinancial Secretaries and also the business sector have been stressing the need to

expand the tax base by increasing indirect taxes and introducing a sales tax whichexpand the tax base by increasing indirect taxes and introducing a sales tax whichexpand the tax base by increasing indirect taxes and introducing a sales tax whichexpand the tax base by increasing indirect taxes and introducing a sales tax which

are precisely aimed at the lower and middle income people.  My amendment thereforeare precisely aimed at the lower and middle income people.  My amendment thereforeare precisely aimed at the lower and middle income people.  My amendment thereforeare precisely aimed at the lower and middle income people.  My amendment therefore

is not against other objectives that a tax review conducted by the Administrationis not against other objectives that a tax review conducted by the Administrationis not against other objectives that a tax review conducted by the Administrationis not against other objectives that a tax review conducted by the Administration

may have;  in proposing this amendment, I hope the powers that be will have genuinemay have;  in proposing this amendment, I hope the powers that be will have genuinemay have;  in proposing this amendment, I hope the powers that be will have genuinemay have;  in proposing this amendment, I hope the powers that be will have genuine

concern for the lower and middle income groups who are already bearing an onerousconcern for the lower and middle income groups who are already bearing an onerousconcern for the lower and middle income groups who are already bearing an onerousconcern for the lower and middle income groups who are already bearing an onerous

tax burden.tax burden.tax burden.tax burden.

How heavy is the burden on them?  Some are of the view that honourable andHow heavy is the burden on them?  Some are of the view that honourable andHow heavy is the burden on them?  Some are of the view that honourable andHow heavy is the burden on them?  Some are of the view that honourable and

well-intentioned Members of this Council should trust the Administration who would,well-intentioned Members of this Council should trust the Administration who would,well-intentioned Members of this Council should trust the Administration who would,well-intentioned Members of this Council should trust the Administration who would,

in conducting an overall tax review, balance the interests of various sectors andin conducting an overall tax review, balance the interests of various sectors andin conducting an overall tax review, balance the interests of various sectors andin conducting an overall tax review, balance the interests of various sectors and

come to a fair and equitable decision.  If the Administration really cares for humblecome to a fair and equitable decision.  If the Administration really cares for humblecome to a fair and equitable decision.  If the Administration really cares for humblecome to a fair and equitable decision.  If the Administration really cares for humble

and lowly citizens, it should have, in a proper and above board manner, incorporatedand lowly citizens, it should have, in a proper and above board manner, incorporatedand lowly citizens, it should have, in a proper and above board manner, incorporatedand lowly citizens, it should have, in a proper and above board manner, incorporated

the objective that I am proposing in its agenda; this would not have given rise tothe objective that I am proposing in its agenda; this would not have given rise tothe objective that I am proposing in its agenda; this would not have given rise tothe objective that I am proposing in its agenda; this would not have given rise to

any contradictions, would it?  If the Administration and the business sector reallyany contradictions, would it?  If the Administration and the business sector reallyany contradictions, would it?  If the Administration and the business sector reallyany contradictions, would it?  If the Administration and the business sector really

care, so far from creating contradictions, it will enhance public confidence in thecare, so far from creating contradictions, it will enhance public confidence in thecare, so far from creating contradictions, it will enhance public confidence in thecare, so far from creating contradictions, it will enhance public confidence in the

Government and the business sector.  This will be a good start in promoting the spiritGovernment and the business sector.  This will be a good start in promoting the spiritGovernment and the business sector.  This will be a good start in promoting the spiritGovernment and the business sector.  This will be a good start in promoting the spirit

of co-operation among various sectors.  I would like to tell this Council that itof co-operation among various sectors.  I would like to tell this Council that itof co-operation among various sectors.  I would like to tell this Council that itof co-operation among various sectors.  I would like to tell this Council that it

would be difficult for the lowly citizens to believe that their interests are beingwould be difficult for the lowly citizens to believe that their interests are beingwould be difficult for the lowly citizens to believe that their interests are beingwould be difficult for the lowly citizens to believe that their interests are being

safeguarded.  One reason for the disbelief is that the gap between the rich and thesafeguarded.  One reason for the disbelief is that the gap between the rich and thesafeguarded.  One reason for the disbelief is that the gap between the rich and thesafeguarded.  One reason for the disbelief is that the gap between the rich and the

poor is ever widening.  According to information released by the Census andpoor is ever widening.  According to information released by the Census andpoor is ever widening.  According to information released by the Census andpoor is ever widening.  According to information released by the Census and

Statistics Department, in 1986 one-tenth of the population with the least householdStatistics Department, in 1986 one-tenth of the population with the least householdStatistics Department, in 1986 one-tenth of the population with the least householdStatistics Department, in 1986 one-tenth of the population with the least household

income earned no more than 1.55% of the total income in Hong Kong while at the otherincome earned no more than 1.55% of the total income in Hong Kong while at the otherincome earned no more than 1.55% of the total income in Hong Kong while at the otherincome earned no more than 1.55% of the total income in Hong Kong while at the other

end of the scale another one-tenth with the highest income earned 35.7% of the totalend of the scale another one-tenth with the highest income earned 35.7% of the totalend of the scale another one-tenth with the highest income earned 35.7% of the totalend of the scale another one-tenth with the highest income earned 35.7% of the total

income.  The earning of one group was therefore 23 times that of the other.income.  The earning of one group was therefore 23 times that of the other.income.  The earning of one group was therefore 23 times that of the other.income.  The earning of one group was therefore 23 times that of the other.

Furthermore, the Gini Coefficient has risen from 0.45 in 1981 to 0.48 in 1991, theFurthermore, the Gini Coefficient has risen from 0.45 in 1981 to 0.48 in 1991, theFurthermore, the Gini Coefficient has risen from 0.45 in 1981 to 0.48 in 1991, theFurthermore, the Gini Coefficient has risen from 0.45 in 1981 to 0.48 in 1991, the

highest among the four little dragons of Asia.  Hong Kong has an imperfect systemhighest among the four little dragons of Asia.  Hong Kong has an imperfect systemhighest among the four little dragons of Asia.  Hong Kong has an imperfect systemhighest among the four little dragons of Asia.  Hong Kong has an imperfect system

of social security and this, coupled with high inflation and relaxation of labourof social security and this, coupled with high inflation and relaxation of labourof social security and this, coupled with high inflation and relaxation of labourof social security and this, coupled with high inflation and relaxation of labour

importation, has had a serious impact on the livelihood of the lowly citizens.  Onimportation, has had a serious impact on the livelihood of the lowly citizens.  Onimportation, has had a serious impact on the livelihood of the lowly citizens.  Onimportation, has had a serious impact on the livelihood of the lowly citizens.  On

top of this, taxation is giving them no respite.  In recent years, indirect taxationtop of this, taxation is giving them no respite.  In recent years, indirect taxationtop of this, taxation is giving them no respite.  In recent years, indirect taxationtop of this, taxation is giving them no respite.  In recent years, indirect taxation

has been rising and 450 000 low income people have fallen into the tax net boostinghas been rising and 450 000 low income people have fallen into the tax net boostinghas been rising and 450 000 low income people have fallen into the tax net boostinghas been rising and 450 000 low income people have fallen into the tax net boosting

the number of payers of salaries tax from 750 000 in earlier years to the presentthe number of payers of salaries tax from 750 000 in earlier years to the presentthe number of payers of salaries tax from 750 000 in earlier years to the presentthe number of payers of salaries tax from 750 000 in earlier years to the present



1.2 million.  The Administration has explained that this is the result of separate1.2 million.  The Administration has explained that this is the result of separate1.2 million.  The Administration has explained that this is the result of separate1.2 million.  The Administration has explained that this is the result of separate

assessment for married people.  Nevertheless high inflation has driven those whoassessment for married people.  Nevertheless high inflation has driven those whoassessment for married people.  Nevertheless high inflation has driven those whoassessment for married people.  Nevertheless high inflation has driven those who

would not otherwise be liable to salaries tax into the tax net.  The sandwich classwould not otherwise be liable to salaries tax into the tax net.  The sandwich classwould not otherwise be liable to salaries tax into the tax net.  The sandwich classwould not otherwise be liable to salaries tax into the tax net.  The sandwich class

are in direr straits.  They have to pay salaries tax on a graduated scale and at theare in direr straits.  They have to pay salaries tax on a graduated scale and at theare in direr straits.  They have to pay salaries tax on a graduated scale and at theare in direr straits.  They have to pay salaries tax on a graduated scale and at the

same time are not eligible for public housing.  They have to pay high rents at thesame time are not eligible for public housing.  They have to pay high rents at thesame time are not eligible for public housing.  They have to pay high rents at thesame time are not eligible for public housing.  They have to pay high rents at the

going market rate.  Their income has not yet reached a level to entitle them to thegoing market rate.  Their income has not yet reached a level to entitle them to thegoing market rate.  Their income has not yet reached a level to entitle them to thegoing market rate.  Their income has not yet reached a level to entitle them to the

standard tax rate.  Such being the case, they have to pay $25 tax for every $100 theystandard tax rate.  Such being the case, they have to pay $25 tax for every $100 theystandard tax rate.  Such being the case, they have to pay $25 tax for every $100 theystandard tax rate.  Such being the case, they have to pay $25 tax for every $100 they

earn.  In contrast, entrepreneurs and large business groups whose income levelearn.  In contrast, entrepreneurs and large business groups whose income levelearn.  In contrast, entrepreneurs and large business groups whose income levelearn.  In contrast, entrepreneurs and large business groups whose income level

entitles them to the standard tax rate pay only $15 for every $100 earned.  Theentitles them to the standard tax rate pay only $15 for every $100 earned.  Theentitles them to the standard tax rate pay only $15 for every $100 earned.  Theentitles them to the standard tax rate pay only $15 for every $100 earned.  The

sandwich class are therefore the hardest hit group.  My purpose of proposing thissandwich class are therefore the hardest hit group.  My purpose of proposing thissandwich class are therefore the hardest hit group.  My purpose of proposing thissandwich class are therefore the hardest hit group.  My purpose of proposing this

amendment is not to encourage lowly citizens to ask for more nor to ask for free lunch;amendment is not to encourage lowly citizens to ask for more nor to ask for free lunch;amendment is not to encourage lowly citizens to ask for more nor to ask for free lunch;amendment is not to encourage lowly citizens to ask for more nor to ask for free lunch;

the purpose is to stop and rectify the worsening situation where the tax burden onthe purpose is to stop and rectify the worsening situation where the tax burden onthe purpose is to stop and rectify the worsening situation where the tax burden onthe purpose is to stop and rectify the worsening situation where the tax burden on

lowly citizens is getting heavier and heavier.lowly citizens is getting heavier and heavier.lowly citizens is getting heavier and heavier.lowly citizens is getting heavier and heavier.

I have a number of suggestions:I have a number of suggestions:I have a number of suggestions:I have a number of suggestions:

(1)(1)(1)(1) Tax allowances should be inflation-adjusted.Tax allowances should be inflation-adjusted.Tax allowances should be inflation-adjusted.Tax allowances should be inflation-adjusted.

(2)   As far as salaries tax is concerned, because of rising inflation and growing(2)   As far as salaries tax is concerned, because of rising inflation and growing(2)   As far as salaries tax is concerned, because of rising inflation and growing(2)   As far as salaries tax is concerned, because of rising inflation and growing

wages the taxpayer will be pushed into higher tax brackets resulting in a bigger taxwages the taxpayer will be pushed into higher tax brackets resulting in a bigger taxwages the taxpayer will be pushed into higher tax brackets resulting in a bigger taxwages the taxpayer will be pushed into higher tax brackets resulting in a bigger tax

bill.  This is most unfair to those who are paying tax according to the standard rate,bill.  This is most unfair to those who are paying tax according to the standard rate,bill.  This is most unfair to those who are paying tax according to the standard rate,bill.  This is most unfair to those who are paying tax according to the standard rate,

particularly the sandwich class.  I therefore suggest that the standard rate shouldparticularly the sandwich class.  I therefore suggest that the standard rate shouldparticularly the sandwich class.  I therefore suggest that the standard rate shouldparticularly the sandwich class.  I therefore suggest that the standard rate should

be abolished and replaced by a graduated system with the uppermost ceiling fixed atbe abolished and replaced by a graduated system with the uppermost ceiling fixed atbe abolished and replaced by a graduated system with the uppermost ceiling fixed atbe abolished and replaced by a graduated system with the uppermost ceiling fixed at

19% so that whoever earns salaries notching the 19% mark would pay tax at the rate19% so that whoever earns salaries notching the 19% mark would pay tax at the rate19% so that whoever earns salaries notching the 19% mark would pay tax at the rate19% so that whoever earns salaries notching the 19% mark would pay tax at the rate

of 19%.  The merit of this suggestion is that the tax burden on the lower and middleof 19%.  The merit of this suggestion is that the tax burden on the lower and middleof 19%.  The merit of this suggestion is that the tax burden on the lower and middleof 19%.  The merit of this suggestion is that the tax burden on the lower and middle

income group would be lessened, particularly the sandwich class.  It is estimatedincome group would be lessened, particularly the sandwich class.  It is estimatedincome group would be lessened, particularly the sandwich class.  It is estimatedincome group would be lessened, particularly the sandwich class.  It is estimated

that among the 1.2 million taxpayers 1.1 million would pay a little bit less tax whilethat among the 1.2 million taxpayers 1.1 million would pay a little bit less tax whilethat among the 1.2 million taxpayers 1.1 million would pay a little bit less tax whilethat among the 1.2 million taxpayers 1.1 million would pay a little bit less tax while

100 000 would pay a little bit more.  In overall terms, the Treasury would still get100 000 would pay a little bit more.  In overall terms, the Treasury would still get100 000 would pay a little bit more.  In overall terms, the Treasury would still get100 000 would pay a little bit more.  In overall terms, the Treasury would still get

$1 billion in salaries tax revenue.  As far as profits tax is concerned, the business$1 billion in salaries tax revenue.  As far as profits tax is concerned, the business$1 billion in salaries tax revenue.  As far as profits tax is concerned, the business$1 billion in salaries tax revenue.  As far as profits tax is concerned, the business

sector has all along been applauding Hong Kong's simple tax system and low taxation.sector has all along been applauding Hong Kong's simple tax system and low taxation.sector has all along been applauding Hong Kong's simple tax system and low taxation.sector has all along been applauding Hong Kong's simple tax system and low taxation.

Whatever its size and however substantial or meagre its profit, a company pays taxWhatever its size and however substantial or meagre its profit, a company pays taxWhatever its size and however substantial or meagre its profit, a company pays taxWhatever its size and however substantial or meagre its profit, a company pays tax

according to the standard rate.  In a stable economic environment with no speculativeaccording to the standard rate.  In a stable economic environment with no speculativeaccording to the standard rate.  In a stable economic environment with no speculativeaccording to the standard rate.  In a stable economic environment with no speculative

or monopolistic elements this may be viable or equitable.  But society is in aor monopolistic elements this may be viable or equitable.  But society is in aor monopolistic elements this may be viable or equitable.  But society is in aor monopolistic elements this may be viable or equitable.  But society is in a

continuous process of change and evolution and this unitary policy is now outmoded.continuous process of change and evolution and this unitary policy is now outmoded.continuous process of change and evolution and this unitary policy is now outmoded.continuous process of change and evolution and this unitary policy is now outmoded.

Therefore I propose adopting a mild, graduated system of taxation with the presentTherefore I propose adopting a mild, graduated system of taxation with the presentTherefore I propose adopting a mild, graduated system of taxation with the presentTherefore I propose adopting a mild, graduated system of taxation with the present

ceiling raised by three percentage points so that the more profit a company makesceiling raised by three percentage points so that the more profit a company makesceiling raised by three percentage points so that the more profit a company makesceiling raised by three percentage points so that the more profit a company makes

or the more money a taxpayer earns the more will be repaid to society in the formor the more money a taxpayer earns the more will be repaid to society in the formor the more money a taxpayer earns the more will be repaid to society in the formor the more money a taxpayer earns the more will be repaid to society in the form

of tax.of tax.of tax.of tax.



Finally,  I hope Members will make an assessment as to what would happen shouldFinally,  I hope Members will make an assessment as to what would happen shouldFinally,  I hope Members will make an assessment as to what would happen shouldFinally,  I hope Members will make an assessment as to what would happen should

my amendment be turned down by this Council.  Faced with high inflation and hugemy amendment be turned down by this Council.  Faced with high inflation and hugemy amendment be turned down by this Council.  Faced with high inflation and hugemy amendment be turned down by this Council.  Faced with high inflation and huge

expenditures from infrastructural projects, the Government must explore and findexpenditures from infrastructural projects, the Government must explore and findexpenditures from infrastructural projects, the Government must explore and findexpenditures from infrastructural projects, the Government must explore and find

revenue sources and the public must be psychologically prepared for lean days ahead.revenue sources and the public must be psychologically prepared for lean days ahead.revenue sources and the public must be psychologically prepared for lean days ahead.revenue sources and the public must be psychologically prepared for lean days ahead.

Yet lean days must be endured by all in society; every sector must hunker down toYet lean days must be endured by all in society; every sector must hunker down toYet lean days must be endured by all in society; every sector must hunker down toYet lean days must be endured by all in society; every sector must hunker down to

weather it through.  If the burden on the public increased incessantly, their livingweather it through.  If the burden on the public increased incessantly, their livingweather it through.  If the burden on the public increased incessantly, their livingweather it through.  If the burden on the public increased incessantly, their living

standard deteriorated and there were no avenues in the institutionized system wherebystandard deteriorated and there were no avenues in the institutionized system wherebystandard deteriorated and there were no avenues in the institutionized system wherebystandard deteriorated and there were no avenues in the institutionized system whereby

to reflect their views, the public would have no alternative but to turn to avenuesto reflect their views, the public would have no alternative but to turn to avenuesto reflect their views, the public would have no alternative but to turn to avenuesto reflect their views, the public would have no alternative but to turn to avenues

outside the institutionized system and to bring the pressure of the masses to bearoutside the institutionized system and to bring the pressure of the masses to bearoutside the institutionized system and to bring the pressure of the masses to bearoutside the institutionized system and to bring the pressure of the masses to bear

by organizing various sorts of activities.  This would naturally affect socialby organizing various sorts of activities.  This would naturally affect socialby organizing various sorts of activities.  This would naturally affect socialby organizing various sorts of activities.  This would naturally affect social

stability.  The eventual outcome might be that all sectors would have to pay a price.stability.  The eventual outcome might be that all sectors would have to pay a price.stability.  The eventual outcome might be that all sectors would have to pay a price.stability.  The eventual outcome might be that all sectors would have to pay a price.

Generally speaking, I support the proposal that the Administration should immediatelyGenerally speaking, I support the proposal that the Administration should immediatelyGenerally speaking, I support the proposal that the Administration should immediatelyGenerally speaking, I support the proposal that the Administration should immediately

set up a tax review committee with broad representation; it would be best if theset up a tax review committee with broad representation; it would be best if theset up a tax review committee with broad representation; it would be best if theset up a tax review committee with broad representation; it would be best if the

majority of members of the committee would be Legislative Council Members, directlymajority of members of the committee would be Legislative Council Members, directlymajority of members of the committee would be Legislative Council Members, directlymajority of members of the committee would be Legislative Council Members, directly

elected Members preferably.  It is because the outcome of a tax review would beelected Members preferably.  It is because the outcome of a tax review would beelected Members preferably.  It is because the outcome of a tax review would beelected Members preferably.  It is because the outcome of a tax review would be

debated in this Council who would be more readily disposed to accept it if membershipdebated in this Council who would be more readily disposed to accept it if membershipdebated in this Council who would be more readily disposed to accept it if membershipdebated in this Council who would be more readily disposed to accept it if membership

of the review committee comprised largely of Members of this Council.  (But we allof the review committee comprised largely of Members of this Council.  (But we allof the review committee comprised largely of Members of this Council.  (But we allof the review committee comprised largely of Members of this Council.  (But we all

know that the Executive Council is against a tax review).know that the Executive Council is against a tax review).know that the Executive Council is against a tax review).know that the Executive Council is against a tax review).

Another point is that a tax review committee should have regard to the tax burdenAnother point is that a tax review committee should have regard to the tax burdenAnother point is that a tax review committee should have regard to the tax burdenAnother point is that a tax review committee should have regard to the tax burden

of the lower and middle income groups and one of its main objectives should be toof the lower and middle income groups and one of its main objectives should be toof the lower and middle income groups and one of its main objectives should be toof the lower and middle income groups and one of its main objectives should be to

reduce the tax burden of these people.reduce the tax burden of these people.reduce the tax burden of these people.reduce the tax burden of these people.

Mr Deputy President, with these remarks, I move the amendment.Mr Deputy President, with these remarks, I move the amendment.Mr Deputy President, with these remarks, I move the amendment.Mr Deputy President, with these remarks, I move the amendment.

Question on the amendment proposed.Question on the amendment proposed.Question on the amendment proposed.Question on the amendment proposed.

FINANCIAL SECRETARY: Mr Deputy President, Mr LI's motion calls on the Government toFINANCIAL SECRETARY: Mr Deputy President, Mr LI's motion calls on the Government toFINANCIAL SECRETARY: Mr Deputy President, Mr LI's motion calls on the Government toFINANCIAL SECRETARY: Mr Deputy President, Mr LI's motion calls on the Government to

set up a committee, with members representing a wide cross section of the community,set up a committee, with members representing a wide cross section of the community,set up a committee, with members representing a wide cross section of the community,set up a committee, with members representing a wide cross section of the community,

in order to conduct a comprehensive review of the taxation system in Hong Kong.in order to conduct a comprehensive review of the taxation system in Hong Kong.in order to conduct a comprehensive review of the taxation system in Hong Kong.in order to conduct a comprehensive review of the taxation system in Hong Kong.

The phrase "comprehensive review" has superficial attractions.  It suggests aThe phrase "comprehensive review" has superficial attractions.  It suggests aThe phrase "comprehensive review" has superficial attractions.  It suggests aThe phrase "comprehensive review" has superficial attractions.  It suggests a

fresh start, with new ideas being brought to bear on old problems.  But thesefresh start, with new ideas being brought to bear on old problems.  But thesefresh start, with new ideas being brought to bear on old problems.  But thesefresh start, with new ideas being brought to bear on old problems.  But these

superficial attractions should be resisted if the area to be reviewed is one wheresuperficial attractions should be resisted if the area to be reviewed is one wheresuperficial attractions should be resisted if the area to be reviewed is one wheresuperficial attractions should be resisted if the area to be reviewed is one where

existing policy is working well.  If it is not broken, do not fix it.existing policy is working well.  If it is not broken, do not fix it.existing policy is working well.  If it is not broken, do not fix it.existing policy is working well.  If it is not broken, do not fix it.



The question to be asked about Hong Kong's systThe question to be asked about Hong Kong's systThe question to be asked about Hong Kong's systThe question to be asked about Hong Kong's system of taxation is whether theem of taxation is whether theem of taxation is whether theem of taxation is whether the

fundamental principles on which it is based continue to serve us well.  I wouldfundamental principles on which it is based continue to serve us well.  I wouldfundamental principles on which it is based continue to serve us well.  I wouldfundamental principles on which it is based continue to serve us well.  I would

highlight four such principles.  First, we must maintain a simple, low tax regime.highlight four such principles.  First, we must maintain a simple, low tax regime.highlight four such principles.  First, we must maintain a simple, low tax regime.highlight four such principles.  First, we must maintain a simple, low tax regime.

Secondly, our system of taxation must be as productive as possible, and must provideSecondly, our system of taxation must be as productive as possible, and must provideSecondly, our system of taxation must be as productive as possible, and must provideSecondly, our system of taxation must be as productive as possible, and must provide

certainty to taxpayers in determining their tax liabilities.  Thirdly, we mustcertainty to taxpayers in determining their tax liabilities.  Thirdly, we mustcertainty to taxpayers in determining their tax liabilities.  Thirdly, we mustcertainty to taxpayers in determining their tax liabilities.  Thirdly, we must

provide a fiscal environment that encourages investment and re-investment.  Fourthly,provide a fiscal environment that encourages investment and re-investment.  Fourthly,provide a fiscal environment that encourages investment and re-investment.  Fourthly,provide a fiscal environment that encourages investment and re-investment.  Fourthly,

we must continue to tackle tax avoidance and evasion.we must continue to tackle tax avoidance and evasion.we must continue to tackle tax avoidance and evasion.we must continue to tackle tax avoidance and evasion.

There is no There is no There is no There is no doubt that our present system operates in accordance with all fourdoubt that our present system operates in accordance with all fourdoubt that our present system operates in accordance with all fourdoubt that our present system operates in accordance with all four

of these principles.  Both indirect and direct taxes are low by internationalof these principles.  Both indirect and direct taxes are low by internationalof these principles.  Both indirect and direct taxes are low by internationalof these principles.  Both indirect and direct taxes are low by international

standards, and a very large number of people pay little tax. Calculating tax liabilitystandards, and a very large number of people pay little tax. Calculating tax liabilitystandards, and a very large number of people pay little tax. Calculating tax liabilitystandards, and a very large number of people pay little tax. Calculating tax liability

is straightforward and gives certainty to businessmen and investors.  Hong Kong'sis straightforward and gives certainty to businessmen and investors.  Hong Kong'sis straightforward and gives certainty to businessmen and investors.  Hong Kong'sis straightforward and gives certainty to businessmen and investors.  Hong Kong's

status as an international trade and financial centre has grown enormously over thestatus as an international trade and financial centre has grown enormously over thestatus as an international trade and financial centre has grown enormously over thestatus as an international trade and financial centre has grown enormously over the

last 20 years, helped by a framework of legislation which ensures a levellast 20 years, helped by a framework of legislation which ensures a levellast 20 years, helped by a framework of legislation which ensures a levellast 20 years, helped by a framework of legislation which ensures a level

playing-field, but does not over-regulate.  Measures to counteract avoidance of taxplaying-field, but does not over-regulate.  Measures to counteract avoidance of taxplaying-field, but does not over-regulate.  Measures to counteract avoidance of taxplaying-field, but does not over-regulate.  Measures to counteract avoidance of tax

are brought forward to this Council as necessary.  Following these principles hasare brought forward to this Council as necessary.  Following these principles hasare brought forward to this Council as necessary.  Following these principles hasare brought forward to this Council as necessary.  Following these principles has

enabled our tax system to achieve consistently its primary objective, which is toenabled our tax system to achieve consistently its primary objective, which is toenabled our tax system to achieve consistently its primary objective, which is toenabled our tax system to achieve consistently its primary objective, which is to

raise revenue sufficient to meet our expenditure requirements both now and in theraise revenue sufficient to meet our expenditure requirements both now and in theraise revenue sufficient to meet our expenditure requirements both now and in theraise revenue sufficient to meet our expenditure requirements both now and in the

future.future.future.future.

Any system has limitations and constraints.  Hong Kong is of course no exception.Any system has limitations and constraints.  Hong Kong is of course no exception.Any system has limitations and constraints.  Hong Kong is of course no exception.Any system has limitations and constraints.  Hong Kong is of course no exception.

There is, for example, increasing consensus about the desirability of broadening theThere is, for example, increasing consensus about the desirability of broadening theThere is, for example, increasing consensus about the desirability of broadening theThere is, for example, increasing consensus about the desirability of broadening the

tax base to protect our revenue against an unforeseen economic downturn.  At the sametax base to protect our revenue against an unforeseen economic downturn.  At the sametax base to protect our revenue against an unforeseen economic downturn.  At the sametax base to protect our revenue against an unforeseen economic downturn.  At the same

time, we must be pragmatic about this.  I have made it clear, for example, that furthertime, we must be pragmatic about this.  I have made it clear, for example, that furthertime, we must be pragmatic about this.  I have made it clear, for example, that furthertime, we must be pragmatic about this.  I have made it clear, for example, that further

consideration of the desirability of a general sales tax must await a time whenconsideration of the desirability of a general sales tax must await a time whenconsideration of the desirability of a general sales tax must await a time whenconsideration of the desirability of a general sales tax must await a time when

inflation no longer poses a significant threat to the livelihood of ordinary families.inflation no longer poses a significant threat to the livelihood of ordinary families.inflation no longer poses a significant threat to the livelihood of ordinary families.inflation no longer poses a significant threat to the livelihood of ordinary families.

Similarly, the Government is well aware of the need to plug avoidance loopholesSimilarly, the Government is well aware of the need to plug avoidance loopholesSimilarly, the Government is well aware of the need to plug avoidance loopholesSimilarly, the Government is well aware of the need to plug avoidance loopholes

created by the increasing complexity of modern business practice.  In short, ourcreated by the increasing complexity of modern business practice.  In short, ourcreated by the increasing complexity of modern business practice.  In short, ourcreated by the increasing complexity of modern business practice.  In short, our

system of taxation is basically working well.  Under these circumstances, a new,system of taxation is basically working well.  Under these circumstances, a new,system of taxation is basically working well.  Under these circumstances, a new,system of taxation is basically working well.  Under these circumstances, a new,

general review does not seem necessary.general review does not seem necessary.general review does not seem necessary.general review does not seem necessary.

However, my concern is more fundamental than this.  I believe that a review atHowever, my concern is more fundamental than this.  I believe that a review atHowever, my concern is more fundamental than this.  I believe that a review atHowever, my concern is more fundamental than this.  I believe that a review at

the present time would have real disadvantages for Hong Kong. Investor confidencethe present time would have real disadvantages for Hong Kong. Investor confidencethe present time would have real disadvantages for Hong Kong. Investor confidencethe present time would have real disadvantages for Hong Kong. Investor confidence

in Hong Kong is now high, and it is critical that it remains so as we develop ourin Hong Kong is now high, and it is critical that it remains so as we develop ourin Hong Kong is now high, and it is critical that it remains so as we develop ourin Hong Kong is now high, and it is critical that it remains so as we develop our

social and physical infrastructure in the years leading up to 1997.  Any new reviewsocial and physical infrastructure in the years leading up to 1997.  Any new reviewsocial and physical infrastructure in the years leading up to 1997.  Any new reviewsocial and physical infrastructure in the years leading up to 1997.  Any new review

committee would take at least a year to formulate its conclusions.  This would takecommittee would take at least a year to formulate its conclusions.  This would takecommittee would take at least a year to formulate its conclusions.  This would takecommittee would take at least a year to formulate its conclusions.  This would take

place amidst continuing public debate, and would almost certainly then need to beplace amidst continuing public debate, and would almost certainly then need to beplace amidst continuing public debate, and would almost certainly then need to beplace amidst continuing public debate, and would almost certainly then need to be

subject to public consultation.  Several years could elapse before final decisionssubject to public consultation.  Several years could elapse before final decisionssubject to public consultation.  Several years could elapse before final decisionssubject to public consultation.  Several years could elapse before final decisions



were made. It would be irresponsible of any government to create such a protractedwere made. It would be irresponsible of any government to create such a protractedwere made. It would be irresponsible of any government to create such a protractedwere made. It would be irresponsible of any government to create such a protracted

period of uncertainty over an issue crucial to investor confidence, in the absenceperiod of uncertainty over an issue crucial to investor confidence, in the absenceperiod of uncertainty over an issue crucial to investor confidence, in the absenceperiod of uncertainty over an issue crucial to investor confidence, in the absence

of clear indications that there are major flaws in the existing system.  As I haveof clear indications that there are major flaws in the existing system.  As I haveof clear indications that there are major flaws in the existing system.  As I haveof clear indications that there are major flaws in the existing system.  As I have

explained, the reverse is the case.explained, the reverse is the case.explained, the reverse is the case.explained, the reverse is the case.

I turn now to Mr FUNG's proposed amendment to Mr LI's motion.  Mr FUNG suggestsI turn now to Mr FUNG's proposed amendment to Mr LI's motion.  Mr FUNG suggestsI turn now to Mr FUNG's proposed amendment to Mr LI's motion.  Mr FUNG suggestsI turn now to Mr FUNG's proposed amendment to Mr LI's motion.  Mr FUNG suggests

that one of the objectives of the review should be to reduce the tax burden of thethat one of the objectives of the review should be to reduce the tax burden of thethat one of the objectives of the review should be to reduce the tax burden of thethat one of the objectives of the review should be to reduce the tax burden of the

lower and middle income groups.  To talk of them as (victims) in relation to our taxlower and middle income groups.  To talk of them as (victims) in relation to our taxlower and middle income groups.  To talk of them as (victims) in relation to our taxlower and middle income groups.  To talk of them as (victims) in relation to our tax

system seems to me to stretch poetic licence to its limit.  Once again, it may soundsystem seems to me to stretch poetic licence to its limit.  Once again, it may soundsystem seems to me to stretch poetic licence to its limit.  Once again, it may soundsystem seems to me to stretch poetic licence to its limit.  Once again, it may sound

unexceptionable on first hearing.  But a more careful examination of the presentunexceptionable on first hearing.  But a more careful examination of the presentunexceptionable on first hearing.  But a more careful examination of the presentunexceptionable on first hearing.  But a more careful examination of the present

position brings Mr FUNG's suggestion into serious question.position brings Mr FUNG's suggestion into serious question.position brings Mr FUNG's suggestion into serious question.position brings Mr FUNG's suggestion into serious question.

Looking at direct taxation first, well over half of the working population ofLooking at direct taxation first, well over half of the working population ofLooking at direct taxation first, well over half of the working population ofLooking at direct taxation first, well over half of the working population of

Hong Kong in fact pays no direct tax at all.  Of those who are liable for salary taxHong Kong in fact pays no direct tax at all.  Of those who are liable for salary taxHong Kong in fact pays no direct tax at all.  Of those who are liable for salary taxHong Kong in fact pays no direct tax at all.  Of those who are liable for salary tax

in 1991-92, only 100 000 pay tax at the standard rate of 15%.  This small group ofin 1991-92, only 100 000 pay tax at the standard rate of 15%.  This small group ofin 1991-92, only 100 000 pay tax at the standard rate of 15%.  This small group ofin 1991-92, only 100 000 pay tax at the standard rate of 15%.  This small group of

taxpayers will contribute 56% of all salaries tax yield this year.taxpayers will contribute 56% of all salaries tax yield this year.taxpayers will contribute 56% of all salaries tax yield this year.taxpayers will contribute 56% of all salaries tax yield this year.

Similarly, indirect taxes are now imposed on some mainly luxury produSimilarly, indirect taxes are now imposed on some mainly luxury produSimilarly, indirect taxes are now imposed on some mainly luxury produSimilarly, indirect taxes are now imposed on some mainly luxury products, oncts, oncts, oncts, on

certain government services and on property.  The total indirect tax burden,certain government services and on property.  The total indirect tax burden,certain government services and on property.  The total indirect tax burden,certain government services and on property.  The total indirect tax burden,

including rates, now makes up only a few percent of the income of an average household.including rates, now makes up only a few percent of the income of an average household.including rates, now makes up only a few percent of the income of an average household.including rates, now makes up only a few percent of the income of an average household.

Thus it is clear that, far from discriminating against lower or middle income groups,Thus it is clear that, far from discriminating against lower or middle income groups,Thus it is clear that, far from discriminating against lower or middle income groups,Thus it is clear that, far from discriminating against lower or middle income groups,

our present system of taxation principally affects the most prosperous section ofour present system of taxation principally affects the most prosperous section ofour present system of taxation principally affects the most prosperous section ofour present system of taxation principally affects the most prosperous section of

the community.the community.the community.the community.

Mr LI has suggested a "broadly-based" review committee.  The implication may beMr LI has suggested a "broadly-based" review committee.  The implication may beMr LI has suggested a "broadly-based" review committee.  The implication may beMr LI has suggested a "broadly-based" review committee.  The implication may be

that, however successful the Government's taxation policy may be in fiscal terms,that, however successful the Government's taxation policy may be in fiscal terms,that, however successful the Government's taxation policy may be in fiscal terms,that, however successful the Government's taxation policy may be in fiscal terms,

the channels for reflecting opinion to the Government are inadequate.the channels for reflecting opinion to the Government are inadequate.the channels for reflecting opinion to the Government are inadequate.the channels for reflecting opinion to the Government are inadequate.

Once again, this assumption does not stand up to close examination.  We receiveOnce again, this assumption does not stand up to close examination.  We receiveOnce again, this assumption does not stand up to close examination.  We receiveOnce again, this assumption does not stand up to close examination.  We receive

first class advice on a wide range of issues from the independent Joint Liaisonfirst class advice on a wide range of issues from the independent Joint Liaisonfirst class advice on a wide range of issues from the independent Joint Liaisonfirst class advice on a wide range of issues from the independent Joint Liaison

Committee on Taxation.  And there are many other channels through which individualsCommittee on Taxation.  And there are many other channels through which individualsCommittee on Taxation.  And there are many other channels through which individualsCommittee on Taxation.  And there are many other channels through which individuals

and interested groups, including those with grass-roots support, can, and do, presentand interested groups, including those with grass-roots support, can, and do, presentand interested groups, including those with grass-roots support, can, and do, presentand interested groups, including those with grass-roots support, can, and do, present

their views to the Government, whether on matters of principle or of technical detail.their views to the Government, whether on matters of principle or of technical detail.their views to the Government, whether on matters of principle or of technical detail.their views to the Government, whether on matters of principle or of technical detail.

These include the OMELCO Panel on Finance, Taxation and Monetary Affairs. The FinanceThese include the OMELCO Panel on Finance, Taxation and Monetary Affairs. The FinanceThese include the OMELCO Panel on Finance, Taxation and Monetary Affairs. The FinanceThese include the OMELCO Panel on Finance, Taxation and Monetary Affairs. The Finance

Branch, the Inland Revenue Department and I myself regularly receive writtenBranch, the Inland Revenue Department and I myself regularly receive writtenBranch, the Inland Revenue Department and I myself regularly receive writtenBranch, the Inland Revenue Department and I myself regularly receive written

representations and hold face-to-face meetings with concerned parties on all aspectsrepresentations and hold face-to-face meetings with concerned parties on all aspectsrepresentations and hold face-to-face meetings with concerned parties on all aspectsrepresentations and hold face-to-face meetings with concerned parties on all aspects

of the taxation system, particularly during the Budget season.  Indeed, I was handedof the taxation system, particularly during the Budget season.  Indeed, I was handedof the taxation system, particularly during the Budget season.  Indeed, I was handedof the taxation system, particularly during the Budget season.  Indeed, I was handed

some tax proposals as I entered this building today.  Mr LI himself has referred tosome tax proposals as I entered this building today.  Mr LI himself has referred tosome tax proposals as I entered this building today.  Mr LI himself has referred tosome tax proposals as I entered this building today.  Mr LI himself has referred to

a number of specific proposals made by Members of this Council on previous occasions.a number of specific proposals made by Members of this Council on previous occasions.a number of specific proposals made by Members of this Council on previous occasions.a number of specific proposals made by Members of this Council on previous occasions.



These were subsequently considered by the Administration. And of course I will beThese were subsequently considered by the Administration. And of course I will beThese were subsequently considered by the Administration. And of course I will beThese were subsequently considered by the Administration. And of course I will be

listening with great interest to any suggestions or ideas that emerge in the courselistening with great interest to any suggestions or ideas that emerge in the courselistening with great interest to any suggestions or ideas that emerge in the courselistening with great interest to any suggestions or ideas that emerge in the course

of this debate.of this debate.of this debate.of this debate.

In conclusion, we have in place a taxation system which is perhaps unique in itsIn conclusion, we have in place a taxation system which is perhaps unique in itsIn conclusion, we have in place a taxation system which is perhaps unique in itsIn conclusion, we have in place a taxation system which is perhaps unique in its

ability to raise revenue, whilst maintaining a simple system of collection and lowability to raise revenue, whilst maintaining a simple system of collection and lowability to raise revenue, whilst maintaining a simple system of collection and lowability to raise revenue, whilst maintaining a simple system of collection and low

levels of tax, particularly for the less well-off.  We are in no sense complacent,levels of tax, particularly for the less well-off.  We are in no sense complacent,levels of tax, particularly for the less well-off.  We are in no sense complacent,levels of tax, particularly for the less well-off.  We are in no sense complacent,

and we will continue to bring forward to this Council measures to tackle problemsand we will continue to bring forward to this Council measures to tackle problemsand we will continue to bring forward to this Council measures to tackle problemsand we will continue to bring forward to this Council measures to tackle problems

as they are identified.  In doing so, we will adhere to the four basic principlesas they are identified.  In doing so, we will adhere to the four basic principlesas they are identified.  In doing so, we will adhere to the four basic principlesas they are identified.  In doing so, we will adhere to the four basic principles

which I outlined at the beginning of my speech.  Under these circumstances, Mr Deputywhich I outlined at the beginning of my speech.  Under these circumstances, Mr Deputywhich I outlined at the beginning of my speech.  Under these circumstances, Mr Deputywhich I outlined at the beginning of my speech.  Under these circumstances, Mr Deputy

President, I cannot support the motion either in the form proposed by Mr LI or inPresident, I cannot support the motion either in the form proposed by Mr LI or inPresident, I cannot support the motion either in the form proposed by Mr LI or inPresident, I cannot support the motion either in the form proposed by Mr LI or in

the amended version proposed by Mr FUNG, and I and my official colleagues will votethe amended version proposed by Mr FUNG, and I and my official colleagues will votethe amended version proposed by Mr FUNG, and I and my official colleagues will votethe amended version proposed by Mr FUNG, and I and my official colleagues will vote

against.against.against.against.

MR HUI YIN-FAT (in Cantonese): Mr Deputy President, this is the Year of the Monkey.MR HUI YIN-FAT (in Cantonese): Mr Deputy President, this is the Year of the Monkey.MR HUI YIN-FAT (in Cantonese): Mr Deputy President, this is the Year of the Monkey.MR HUI YIN-FAT (in Cantonese): Mr Deputy President, this is the Year of the Monkey.

According to information available, monkeys now being kept in Urban Council parksAccording to information available, monkeys now being kept in Urban Council parksAccording to information available, monkeys now being kept in Urban Council parksAccording to information available, monkeys now being kept in Urban Council parks

each cost about $28,000 to feed and manage every year, which is higher than theeach cost about $28,000 to feed and manage every year, which is higher than theeach cost about $28,000 to feed and manage every year, which is higher than theeach cost about $28,000 to feed and manage every year, which is higher than the

allowance for supporting two elderly dependent parents (that is, $24,000).  To theallowance for supporting two elderly dependent parents (that is, $24,000).  To theallowance for supporting two elderly dependent parents (that is, $24,000).  To theallowance for supporting two elderly dependent parents (that is, $24,000).  To the

taxpayers, the fact that monkeys are more costly to keep than one's parents is nottaxpayers, the fact that monkeys are more costly to keep than one's parents is nottaxpayers, the fact that monkeys are more costly to keep than one's parents is nottaxpayers, the fact that monkeys are more costly to keep than one's parents is not

only a gross mockery but also an illustration that the existing taxation system isonly a gross mockery but also an illustration that the existing taxation system isonly a gross mockery but also an illustration that the existing taxation system isonly a gross mockery but also an illustration that the existing taxation system is

unrealistic and scornful of human dignity, which runs counter to the Government'sunrealistic and scornful of human dignity, which runs counter to the Government'sunrealistic and scornful of human dignity, which runs counter to the Government'sunrealistic and scornful of human dignity, which runs counter to the Government's

policy of encouraging young people to look after their parents.policy of encouraging young people to look after their parents.policy of encouraging young people to look after their parents.policy of encouraging young people to look after their parents.

As we all know, the low taxation system in Hong Kong cannoAs we all know, the low taxation system in Hong Kong cannoAs we all know, the low taxation system in Hong Kong cannoAs we all know, the low taxation system in Hong Kong cannot ensure a fairert ensure a fairert ensure a fairert ensure a fairer

redistribution of social resources and this situation has now assumed alarmingredistribution of social resources and this situation has now assumed alarmingredistribution of social resources and this situation has now assumed alarmingredistribution of social resources and this situation has now assumed alarming

proportions.  Hong Kong's Gini coefficient rose from 0.31% in 1971 to 0.48% last year,proportions.  Hong Kong's Gini coefficient rose from 0.31% in 1971 to 0.48% last year,proportions.  Hong Kong's Gini coefficient rose from 0.31% in 1971 to 0.48% last year,proportions.  Hong Kong's Gini coefficient rose from 0.31% in 1971 to 0.48% last year,

which is the highest in Asia.  This reflects the widening gap between the rich andwhich is the highest in Asia.  This reflects the widening gap between the rich andwhich is the highest in Asia.  This reflects the widening gap between the rich andwhich is the highest in Asia.  This reflects the widening gap between the rich and

the poor in Hong Kong.  It is generally considered by economists that once thethe poor in Hong Kong.  It is generally considered by economists that once thethe poor in Hong Kong.  It is generally considered by economists that once thethe poor in Hong Kong.  It is generally considered by economists that once the

coefficient is up to 0.5%, there will be social turbulences.  In view of the foregoing,coefficient is up to 0.5%, there will be social turbulences.  In view of the foregoing,coefficient is up to 0.5%, there will be social turbulences.  In view of the foregoing,coefficient is up to 0.5%, there will be social turbulences.  In view of the foregoing,

I believe that the taxation system in Hong Kong needs revamping.I believe that the taxation system in Hong Kong needs revamping.I believe that the taxation system in Hong Kong needs revamping.I believe that the taxation system in Hong Kong needs revamping.

As a matterAs a matterAs a matterAs a matter of fact, the Government's policy on direct taxes has always been of fact, the Government's policy on direct taxes has always been of fact, the Government's policy on direct taxes has always been of fact, the Government's policy on direct taxes has always been

criticized as "robbing the poor to pay the rich".  Take salaries tax as an example.criticized as "robbing the poor to pay the rich".  Take salaries tax as an example.criticized as "robbing the poor to pay the rich".  Take salaries tax as an example.criticized as "robbing the poor to pay the rich".  Take salaries tax as an example.

I think that the Government must take into full account economic growth and real incomeI think that the Government must take into full account economic growth and real incomeI think that the Government must take into full account economic growth and real incomeI think that the Government must take into full account economic growth and real income

when setting the allowance levels.  According to figures available, the median incomewhen setting the allowance levels.  According to figures available, the median incomewhen setting the allowance levels.  According to figures available, the median incomewhen setting the allowance levels.  According to figures available, the median income

of $5,170 in 1991 was 100% higher than the $2,573 level in 1986.  Unfortunately, theof $5,170 in 1991 was 100% higher than the $2,573 level in 1986.  Unfortunately, theof $5,170 in 1991 was 100% higher than the $2,573 level in 1986.  Unfortunately, theof $5,170 in 1991 was 100% higher than the $2,573 level in 1986.  Unfortunately, the

tax allowance of $41,000 in 1991 was only some 40% more than the $29,000 in 1986.tax allowance of $41,000 in 1991 was only some 40% more than the $29,000 in 1986.tax allowance of $41,000 in 1991 was only some 40% more than the $29,000 in 1986.tax allowance of $41,000 in 1991 was only some 40% more than the $29,000 in 1986.



In other words, real income for the working classes in general has diminished insteadIn other words, real income for the working classes in general has diminished insteadIn other words, real income for the working classes in general has diminished insteadIn other words, real income for the working classes in general has diminished instead

and local workers are thus unable to share the fruits of economic growth.  I considerand local workers are thus unable to share the fruits of economic growth.  I considerand local workers are thus unable to share the fruits of economic growth.  I considerand local workers are thus unable to share the fruits of economic growth.  I consider

that it is only reasonable for personal allowance to be increased to $60,000.  Thethat it is only reasonable for personal allowance to be increased to $60,000.  Thethat it is only reasonable for personal allowance to be increased to $60,000.  Thethat it is only reasonable for personal allowance to be increased to $60,000.  The

Government should also revise the progressive taxation system for salaries tax soGovernment should also revise the progressive taxation system for salaries tax soGovernment should also revise the progressive taxation system for salaries tax soGovernment should also revise the progressive taxation system for salaries tax so

that people are taxed according to their means.that people are taxed according to their means.that people are taxed according to their means.that people are taxed according to their means.

As to corporate profits tax, the present 16.5% is indeed on the low side, whichAs to corporate profits tax, the present 16.5% is indeed on the low side, whichAs to corporate profits tax, the present 16.5% is indeed on the low side, whichAs to corporate profits tax, the present 16.5% is indeed on the low side, which

is lower than the other three "small dragons" in Asia -- Singapore, South Korea andis lower than the other three "small dragons" in Asia -- Singapore, South Korea andis lower than the other three "small dragons" in Asia -- Singapore, South Korea andis lower than the other three "small dragons" in Asia -- Singapore, South Korea and

Taiwan -- by 8.5% to 27.5%.  This shows the Government is overly protective of theTaiwan -- by 8.5% to 27.5%.  This shows the Government is overly protective of theTaiwan -- by 8.5% to 27.5%.  This shows the Government is overly protective of theTaiwan -- by 8.5% to 27.5%.  This shows the Government is overly protective of the

interests of investors.  In times of financial stringency and the widening gulfinterests of investors.  In times of financial stringency and the widening gulfinterests of investors.  In times of financial stringency and the widening gulfinterests of investors.  In times of financial stringency and the widening gulf

between the rich and the poor, the Government should raise the profits tax rate tobetween the rich and the poor, the Government should raise the profits tax rate tobetween the rich and the poor, the Government should raise the profits tax rate tobetween the rich and the poor, the Government should raise the profits tax rate to

18% which it has adopted before.  I wonder whether a low taxation rate will virtually18% which it has adopted before.  I wonder whether a low taxation rate will virtually18% which it has adopted before.  I wonder whether a low taxation rate will virtually18% which it has adopted before.  I wonder whether a low taxation rate will virtually

mean local taxpayers subsidizing overseas investors.  Take for instance Japan wheremean local taxpayers subsidizing overseas investors.  Take for instance Japan wheremean local taxpayers subsidizing overseas investors.  Take for instance Japan wheremean local taxpayers subsidizing overseas investors.  Take for instance Japan where

profits tax is as high as 37.5%.  Japanese-financed companies in Hong Kong will haveprofits tax is as high as 37.5%.  Japanese-financed companies in Hong Kong will haveprofits tax is as high as 37.5%.  Japanese-financed companies in Hong Kong will haveprofits tax is as high as 37.5%.  Japanese-financed companies in Hong Kong will have

to pay to the Japanese Government the remaining 21% in the form of profits tax whento pay to the Japanese Government the remaining 21% in the form of profits tax whento pay to the Japanese Government the remaining 21% in the form of profits tax whento pay to the Japanese Government the remaining 21% in the form of profits tax when

transferring after-tax profits to their parent companies.  This, undoubtedly, is atransferring after-tax profits to their parent companies.  This, undoubtedly, is atransferring after-tax profits to their parent companies.  This, undoubtedly, is atransferring after-tax profits to their parent companies.  This, undoubtedly, is a

loss to both the Government and the public. In this regard, an increase of 1% or 2%loss to both the Government and the public. In this regard, an increase of 1% or 2%loss to both the Government and the public. In this regard, an increase of 1% or 2%loss to both the Government and the public. In this regard, an increase of 1% or 2%

in profits tax should not have frightened foreign investors away as one chamber ofin profits tax should not have frightened foreign investors away as one chamber ofin profits tax should not have frightened foreign investors away as one chamber ofin profits tax should not have frightened foreign investors away as one chamber of

commerce has suggested.  Therefore, the Government should no longer be over-cautiouscommerce has suggested.  Therefore, the Government should no longer be over-cautiouscommerce has suggested.  Therefore, the Government should no longer be over-cautiouscommerce has suggested.  Therefore, the Government should no longer be over-cautious

in this issue.in this issue.in this issue.in this issue.

In fact, in tapping new revenue sources, the Government still has mIn fact, in tapping new revenue sources, the Government still has mIn fact, in tapping new revenue sources, the Government still has mIn fact, in tapping new revenue sources, the Government still has much room touch room touch room touch room to

manoeuvre.  An example is the levy of a capital gains tax in property transaction.manoeuvre.  An example is the levy of a capital gains tax in property transaction.manoeuvre.  An example is the levy of a capital gains tax in property transaction.manoeuvre.  An example is the levy of a capital gains tax in property transaction.

I believe that the new tax will in no way hit the property market, but will help crackI believe that the new tax will in no way hit the property market, but will help crackI believe that the new tax will in no way hit the property market, but will help crackI believe that the new tax will in no way hit the property market, but will help crack

down on raging speculation as long as the rates and application of taxation aredown on raging speculation as long as the rates and application of taxation aredown on raging speculation as long as the rates and application of taxation aredown on raging speculation as long as the rates and application of taxation are

properly drawn up.  Meanwhile, the Government should refrain from increasing theproperly drawn up.  Meanwhile, the Government should refrain from increasing theproperly drawn up.  Meanwhile, the Government should refrain from increasing theproperly drawn up.  Meanwhile, the Government should refrain from increasing the

charge to property rates as well as other taxes which affect the people's livelihoodcharge to property rates as well as other taxes which affect the people's livelihoodcharge to property rates as well as other taxes which affect the people's livelihoodcharge to property rates as well as other taxes which affect the people's livelihood

because such a move will only make the Government the culprit for fuelling inflation.because such a move will only make the Government the culprit for fuelling inflation.because such a move will only make the Government the culprit for fuelling inflation.because such a move will only make the Government the culprit for fuelling inflation.

It is likely that the actual gain cannot make up for losses.It is likely that the actual gain cannot make up for losses.It is likely that the actual gain cannot make up for losses.It is likely that the actual gain cannot make up for losses.

Mr Deputy President, what I am getting at is that many areas in the existingMr Deputy President, what I am getting at is that many areas in the existingMr Deputy President, what I am getting at is that many areas in the existingMr Deputy President, what I am getting at is that many areas in the existing

taxation system do need revamping in order to redistribute our limited socialtaxation system do need revamping in order to redistribute our limited socialtaxation system do need revamping in order to redistribute our limited socialtaxation system do need revamping in order to redistribute our limited social

resources more equitably and to avert the occurrence of any unnecessary turbulencesresources more equitably and to avert the occurrence of any unnecessary turbulencesresources more equitably and to avert the occurrence of any unnecessary turbulencesresources more equitably and to avert the occurrence of any unnecessary turbulences

in the community in the future.  And opinions differ as to how to go about it.  Iin the community in the future.  And opinions differ as to how to go about it.  Iin the community in the future.  And opinions differ as to how to go about it.  Iin the community in the future.  And opinions differ as to how to go about it.  I

think it is better to entrust the task to the Joint Liaison Committee on Taxationthink it is better to entrust the task to the Joint Liaison Committee on Taxationthink it is better to entrust the task to the Joint Liaison Committee on Taxationthink it is better to entrust the task to the Joint Liaison Committee on Taxation

under the Financial Secretary than to set up an independent tax committee becauseunder the Financial Secretary than to set up an independent tax committee becauseunder the Financial Secretary than to set up an independent tax committee becauseunder the Financial Secretary than to set up an independent tax committee because

the latter would become redundant and it is hard to predict what can be achieved asthe latter would become redundant and it is hard to predict what can be achieved asthe latter would become redundant and it is hard to predict what can be achieved asthe latter would become redundant and it is hard to predict what can be achieved as

it will inevitably be turned into another forum for political tussle.  Moreover, asit will inevitably be turned into another forum for political tussle.  Moreover, asit will inevitably be turned into another forum for political tussle.  Moreover, asit will inevitably be turned into another forum for political tussle.  Moreover, as



the former committee has operated for some time, it will function more cost-the former committee has operated for some time, it will function more cost-the former committee has operated for some time, it will function more cost-the former committee has operated for some time, it will function more cost-

effectively by saving more time and operating with existing facilities.  However,effectively by saving more time and operating with existing facilities.  However,effectively by saving more time and operating with existing facilities.  However,effectively by saving more time and operating with existing facilities.  However,

the committee's terms of reference should be broadened and its composition so enlargedthe committee's terms of reference should be broadened and its composition so enlargedthe committee's terms of reference should be broadened and its composition so enlargedthe committee's terms of reference should be broadened and its composition so enlarged

as to include representatives of public opinion and professionals in the relevantas to include representatives of public opinion and professionals in the relevantas to include representatives of public opinion and professionals in the relevantas to include representatives of public opinion and professionals in the relevant

fields if its study reports are to gain credibility in the future.fields if its study reports are to gain credibility in the future.fields if its study reports are to gain credibility in the future.fields if its study reports are to gain credibility in the future.

Mr Deputy President, with these remarks, I oppose both the original and amendedMr Deputy President, with these remarks, I oppose both the original and amendedMr Deputy President, with these remarks, I oppose both the original and amendedMr Deputy President, with these remarks, I oppose both the original and amended

motions because I do not support the setting up of an independent tax committee.motions because I do not support the setting up of an independent tax committee.motions because I do not support the setting up of an independent tax committee.motions because I do not support the setting up of an independent tax committee.

MR MARTIN LEE (in Cantonese): Mr Deputy President, I would like to follow in the stepsMR MARTIN LEE (in Cantonese): Mr Deputy President, I would like to follow in the stepsMR MARTIN LEE (in Cantonese): Mr Deputy President, I would like to follow in the stepsMR MARTIN LEE (in Cantonese): Mr Deputy President, I would like to follow in the steps

of Mr Frederick FUNG and, before making my speech, comment on the news about the recentof Mr Frederick FUNG and, before making my speech, comment on the news about the recentof Mr Frederick FUNG and, before making my speech, comment on the news about the recentof Mr Frederick FUNG and, before making my speech, comment on the news about the recent

decision of the Executive Council to reject the setting up of an independent and widelydecision of the Executive Council to reject the setting up of an independent and widelydecision of the Executive Council to reject the setting up of an independent and widelydecision of the Executive Council to reject the setting up of an independent and widely

representative committee to review the taxation system.representative committee to review the taxation system.representative committee to review the taxation system.representative committee to review the taxation system.

According to the press, the Executive Council is of the opinion that the taskAccording to the press, the Executive Council is of the opinion that the taskAccording to the press, the Executive Council is of the opinion that the taskAccording to the press, the Executive Council is of the opinion that the task

of reviewing the taxation system should be given to the existing Joint Liaisonof reviewing the taxation system should be given to the existing Joint Liaisonof reviewing the taxation system should be given to the existing Joint Liaisonof reviewing the taxation system should be given to the existing Joint Liaison

Committee on Taxation.  Mr HUI Yin-fat, who has just spoken, seems to be more or lessCommittee on Taxation.  Mr HUI Yin-fat, who has just spoken, seems to be more or lessCommittee on Taxation.  Mr HUI Yin-fat, who has just spoken, seems to be more or lessCommittee on Taxation.  Mr HUI Yin-fat, who has just spoken, seems to be more or less

of the same view.of the same view.of the same view.of the same view.

In the first place, the existing Joint Liaison Committee on Taxation is only anIn the first place, the existing Joint Liaison Committee on Taxation is only anIn the first place, the existing Joint Liaison Committee on Taxation is only anIn the first place, the existing Joint Liaison Committee on Taxation is only an

informal advisory body which makes recommendations on the technicalities of the taxinformal advisory body which makes recommendations on the technicalities of the taxinformal advisory body which makes recommendations on the technicalities of the taxinformal advisory body which makes recommendations on the technicalities of the tax

regime.  Its members consist of representatives from trade associations, theregime.  Its members consist of representatives from trade associations, theregime.  Its members consist of representatives from trade associations, theregime.  Its members consist of representatives from trade associations, the

Association of Banks, the Society of Accountants and the Law Society while the publicAssociation of Banks, the Society of Accountants and the Law Society while the publicAssociation of Banks, the Society of Accountants and the Law Society while the publicAssociation of Banks, the Society of Accountants and the Law Society while the public

are not represented.  The decision of the Executive Council to leave it to thisare not represented.  The decision of the Executive Council to leave it to thisare not represented.  The decision of the Executive Council to leave it to thisare not represented.  The decision of the Executive Council to leave it to this

Committee to make recommendations on the reform of the taxation system illustratesCommittee to make recommendations on the reform of the taxation system illustratesCommittee to make recommendations on the reform of the taxation system illustratesCommittee to make recommendations on the reform of the taxation system illustrates

the Executive Council's complete lack of concern for the progress of democratizationthe Executive Council's complete lack of concern for the progress of democratizationthe Executive Council's complete lack of concern for the progress of democratizationthe Executive Council's complete lack of concern for the progress of democratization

in Hong Kong and total disregard of public opinion.  Then as most of its members arein Hong Kong and total disregard of public opinion.  Then as most of its members arein Hong Kong and total disregard of public opinion.  Then as most of its members arein Hong Kong and total disregard of public opinion.  Then as most of its members are

directly involved with taxation matters in their own work, asking  them to suggestdirectly involved with taxation matters in their own work, asking  them to suggestdirectly involved with taxation matters in their own work, asking  them to suggestdirectly involved with taxation matters in their own work, asking  them to suggest

ways to plug loopholes in the taxation system will create conflict of interests.  Asways to plug loopholes in the taxation system will create conflict of interests.  Asways to plug loopholes in the taxation system will create conflict of interests.  Asways to plug loopholes in the taxation system will create conflict of interests.  As

regards Mr HUI's suggestion of strengthening the set up of the Committee to includeregards Mr HUI's suggestion of strengthening the set up of the Committee to includeregards Mr HUI's suggestion of strengthening the set up of the Committee to includeregards Mr HUI's suggestion of strengthening the set up of the Committee to include

members representative of public opinion and broadening its terms of reference, hemembers representative of public opinion and broadening its terms of reference, hemembers representative of public opinion and broadening its terms of reference, hemembers representative of public opinion and broadening its terms of reference, he

is actually supporting this motion.  For the end result would be a committee identicalis actually supporting this motion.  For the end result would be a committee identicalis actually supporting this motion.  For the end result would be a committee identicalis actually supporting this motion.  For the end result would be a committee identical

to the one suggested by this motion.to the one suggested by this motion.to the one suggested by this motion.to the one suggested by this motion.

The Executive Council's hasty decision to reject the setting up of a committeeThe Executive Council's hasty decision to reject the setting up of a committeeThe Executive Council's hasty decision to reject the setting up of a committeeThe Executive Council's hasty decision to reject the setting up of a committee

before this Council has a chance to discuss about it today is totally disrespectfulbefore this Council has a chance to discuss about it today is totally disrespectfulbefore this Council has a chance to discuss about it today is totally disrespectfulbefore this Council has a chance to discuss about it today is totally disrespectful

of the Legislative Council as well as being irresponsible.  The Executive Council'sof the Legislative Council as well as being irresponsible.  The Executive Council'sof the Legislative Council as well as being irresponsible.  The Executive Council'sof the Legislative Council as well as being irresponsible.  The Executive Council's



decision has rendered today's debate meaningless and destroyed the "partnership" asdecision has rendered today's debate meaningless and destroyed the "partnership" asdecision has rendered today's debate meaningless and destroyed the "partnership" asdecision has rendered today's debate meaningless and destroyed the "partnership" as

mentioned by the Governor in his Policy Address.mentioned by the Governor in his Policy Address.mentioned by the Governor in his Policy Address.mentioned by the Governor in his Policy Address.

I wonder whether the Executive Council's hasty decision reflects that it doesI wonder whether the Executive Council's hasty decision reflects that it doesI wonder whether the Executive Council's hasty decision reflects that it doesI wonder whether the Executive Council's hasty decision reflects that it does

not want to conduct a comprehensive and serious review of the taxation system, ornot want to conduct a comprehensive and serious review of the taxation system, ornot want to conduct a comprehensive and serious review of the taxation system, ornot want to conduct a comprehensive and serious review of the taxation system, or

that it would not dare to.  The United Democrats of Hong Kong are not at all satisfiedthat it would not dare to.  The United Democrats of Hong Kong are not at all satisfiedthat it would not dare to.  The United Democrats of Hong Kong are not at all satisfiedthat it would not dare to.  The United Democrats of Hong Kong are not at all satisfied

with this decision and hope that an explanation would be provided for this Council.with this decision and hope that an explanation would be provided for this Council.with this decision and hope that an explanation would be provided for this Council.with this decision and hope that an explanation would be provided for this Council.

Mr Deputy President, a lot of different factors, such as opportunities,Mr Deputy President, a lot of different factors, such as opportunities,Mr Deputy President, a lot of different factors, such as opportunities,Mr Deputy President, a lot of different factors, such as opportunities,

favourable geographical position and efforts of our people, contribute to thefavourable geographical position and efforts of our people, contribute to thefavourable geographical position and efforts of our people, contribute to thefavourable geographical position and efforts of our people, contribute to the

economic success of Hong Kong.  Throughout the years, under our free economic systemeconomic success of Hong Kong.  Throughout the years, under our free economic systemeconomic success of Hong Kong.  Throughout the years, under our free economic systemeconomic success of Hong Kong.  Throughout the years, under our free economic system

and stable political environment, a group of diligent and hardworking people haveand stable political environment, a group of diligent and hardworking people haveand stable political environment, a group of diligent and hardworking people haveand stable political environment, a group of diligent and hardworking people have

striven incessantly for economic success and brought about miracles, one after thestriven incessantly for economic success and brought about miracles, one after thestriven incessantly for economic success and brought about miracles, one after thestriven incessantly for economic success and brought about miracles, one after the

after.  In order to maintain a favourable environment for the investors, the Hongafter.  In order to maintain a favourable environment for the investors, the Hongafter.  In order to maintain a favourable environment for the investors, the Hongafter.  In order to maintain a favourable environment for the investors, the Hong

Kong Government has been adopting a simple and low rate taxation policy.  However,Kong Government has been adopting a simple and low rate taxation policy.  However,Kong Government has been adopting a simple and low rate taxation policy.  However,Kong Government has been adopting a simple and low rate taxation policy.  However,

due to the increasing sophistication of our social and economic structure, especiallydue to the increasing sophistication of our social and economic structure, especiallydue to the increasing sophistication of our social and economic structure, especiallydue to the increasing sophistication of our social and economic structure, especially

being faced with the issue of 1997 and the related variables, there is really a needbeing faced with the issue of 1997 and the related variables, there is really a needbeing faced with the issue of 1997 and the related variables, there is really a needbeing faced with the issue of 1997 and the related variables, there is really a need

to review the overall taxation policy and the structure of the taxation system, soto review the overall taxation policy and the structure of the taxation system, soto review the overall taxation policy and the structure of the taxation system, soto review the overall taxation policy and the structure of the taxation system, so

that in future, as Hong Kong's economic development flourishes, our society canthat in future, as Hong Kong's economic development flourishes, our society canthat in future, as Hong Kong's economic development flourishes, our society canthat in future, as Hong Kong's economic development flourishes, our society can

maintain its stability and harmony.maintain its stability and harmony.maintain its stability and harmony.maintain its stability and harmony.

In fact, since the Report of the third Review Committee was published in 1976,In fact, since the Report of the third Review Committee was published in 1976,In fact, since the Report of the third Review Committee was published in 1976,In fact, since the Report of the third Review Committee was published in 1976,

Hong Kong has experienced major political as well as economic changes.  In the pastHong Kong has experienced major political as well as economic changes.  In the pastHong Kong has experienced major political as well as economic changes.  In the pastHong Kong has experienced major political as well as economic changes.  In the past

16 years, Hong Kong has changed from a light-industry-based city in the region to16 years, Hong Kong has changed from a light-industry-based city in the region to16 years, Hong Kong has changed from a light-industry-based city in the region to16 years, Hong Kong has changed from a light-industry-based city in the region to

an international financial and entrepot trade centre.  During the same period, thean international financial and entrepot trade centre.  During the same period, thean international financial and entrepot trade centre.  During the same period, thean international financial and entrepot trade centre.  During the same period, the

proportion of public expenditure of the Government in relation to GDP has risen fromproportion of public expenditure of the Government in relation to GDP has risen fromproportion of public expenditure of the Government in relation to GDP has risen fromproportion of public expenditure of the Government in relation to GDP has risen from

12.4% to the estimate of 19.3% this year.  And with the signing of the Memorandum12.4% to the estimate of 19.3% this year.  And with the signing of the Memorandum12.4% to the estimate of 19.3% this year.  And with the signing of the Memorandum12.4% to the estimate of 19.3% this year.  And with the signing of the Memorandum

of Understanding on the new airport by the Chinese and the British Governments, theof Understanding on the new airport by the Chinese and the British Governments, theof Understanding on the new airport by the Chinese and the British Governments, theof Understanding on the new airport by the Chinese and the British Governments, the

amount of reserve and the amount of bonds to be issued are agreed upon.  Togetheramount of reserve and the amount of bonds to be issued are agreed upon.  Togetheramount of reserve and the amount of bonds to be issued are agreed upon.  Togetheramount of reserve and the amount of bonds to be issued are agreed upon.  Together

with the transformation of the economic structure of Hong Kong and a series ofwith the transformation of the economic structure of Hong Kong and a series ofwith the transformation of the economic structure of Hong Kong and a series ofwith the transformation of the economic structure of Hong Kong and a series of

phenomena caused by the issue of 1997, such as an increasing number of localphenomena caused by the issue of 1997, such as an increasing number of localphenomena caused by the issue of 1997, such as an increasing number of localphenomena caused by the issue of 1997, such as an increasing number of local

enterprises registered overseas and a lot of taxpayers emigrating to other countries,enterprises registered overseas and a lot of taxpayers emigrating to other countries,enterprises registered overseas and a lot of taxpayers emigrating to other countries,enterprises registered overseas and a lot of taxpayers emigrating to other countries,

all these are bound to have an effect on the Government's financial situation andall these are bound to have an effect on the Government's financial situation andall these are bound to have an effect on the Government's financial situation andall these are bound to have an effect on the Government's financial situation and

taxation policy.taxation policy.taxation policy.taxation policy.

The United Democrats have all along insisted that the Government should make moreThe United Democrats have all along insisted that the Government should make moreThe United Democrats have all along insisted that the Government should make moreThe United Democrats have all along insisted that the Government should make more

efforts to improve our investment environment.  We also believe that the prosperityefforts to improve our investment environment.  We also believe that the prosperityefforts to improve our investment environment.  We also believe that the prosperityefforts to improve our investment environment.  We also believe that the prosperity

of Hong Kong depends very much on our overall economic development, and that onlyof Hong Kong depends very much on our overall economic development, and that onlyof Hong Kong depends very much on our overall economic development, and that onlyof Hong Kong depends very much on our overall economic development, and that only

with continuous economic growth would the livelihood of Hong Kong people be furtherwith continuous economic growth would the livelihood of Hong Kong people be furtherwith continuous economic growth would the livelihood of Hong Kong people be furtherwith continuous economic growth would the livelihood of Hong Kong people be further



improved.  We also firmly believe that a really stable and prosperous society shouldimproved.  We also firmly believe that a really stable and prosperous society shouldimproved.  We also firmly believe that a really stable and prosperous society shouldimproved.  We also firmly believe that a really stable and prosperous society should

enable everyone of its members to enjoy the fruits of economic growth rather thanenable everyone of its members to enjoy the fruits of economic growth rather thanenable everyone of its members to enjoy the fruits of economic growth rather thanenable everyone of its members to enjoy the fruits of economic growth rather than

developing at the expense of the sacrifices of a number of people.developing at the expense of the sacrifices of a number of people.developing at the expense of the sacrifices of a number of people.developing at the expense of the sacrifices of a number of people.

Apart from safeguarding a stable income for the Government, a comprehensiveApart from safeguarding a stable income for the Government, a comprehensiveApart from safeguarding a stable income for the Government, a comprehensiveApart from safeguarding a stable income for the Government, a comprehensive

taxation policy should also aim at the principles of "progressivity", "equity" andtaxation policy should also aim at the principles of "progressivity", "equity" andtaxation policy should also aim at the principles of "progressivity", "equity" andtaxation policy should also aim at the principles of "progressivity", "equity" and

"effectiveness".  We are not asking for an immediate and drastic reform of our"effectiveness".  We are not asking for an immediate and drastic reform of our"effectiveness".  We are not asking for an immediate and drastic reform of our"effectiveness".  We are not asking for an immediate and drastic reform of our

taxation system; what we hope to see is that considering the changes that took placetaxation system; what we hope to see is that considering the changes that took placetaxation system; what we hope to see is that considering the changes that took placetaxation system; what we hope to see is that considering the changes that took place

in the past 10 years of so, the variables that lurk behind our political, economicin the past 10 years of so, the variables that lurk behind our political, economicin the past 10 years of so, the variables that lurk behind our political, economicin the past 10 years of so, the variables that lurk behind our political, economic

and social systems in the future and the three principles mentioned above, theand social systems in the future and the three principles mentioned above, theand social systems in the future and the three principles mentioned above, theand social systems in the future and the three principles mentioned above, the

Government would review our taxation policy.  As a matter of fact, in the last twoGovernment would review our taxation policy.  As a matter of fact, in the last twoGovernment would review our taxation policy.  As a matter of fact, in the last twoGovernment would review our taxation policy.  As a matter of fact, in the last two

Budget debates, I have made the same suggestion and in the platform of the UnitedBudget debates, I have made the same suggestion and in the platform of the UnitedBudget debates, I have made the same suggestion and in the platform of the UnitedBudget debates, I have made the same suggestion and in the platform of the United

Democrats, the importance of setting up an independent Review Committee has also beenDemocrats, the importance of setting up an independent Review Committee has also beenDemocrats, the importance of setting up an independent Review Committee has also beenDemocrats, the importance of setting up an independent Review Committee has also been

stressed.stressed.stressed.stressed.

What I cannot understand is that after such a long period of 16 years, even theWhat I cannot understand is that after such a long period of 16 years, even theWhat I cannot understand is that after such a long period of 16 years, even theWhat I cannot understand is that after such a long period of 16 years, even the

suggestion of reviewing the taxation system would be met with such opposition, thensuggestion of reviewing the taxation system would be met with such opposition, thensuggestion of reviewing the taxation system would be met with such opposition, thensuggestion of reviewing the taxation system would be met with such opposition, then

does it mean that we can turn a blind eye to all the major events that happened withindoes it mean that we can turn a blind eye to all the major events that happened withindoes it mean that we can turn a blind eye to all the major events that happened withindoes it mean that we can turn a blind eye to all the major events that happened within

the period, including the reversion of Hong Kong's sovereignty to China and thethe period, including the reversion of Hong Kong's sovereignty to China and thethe period, including the reversion of Hong Kong's sovereignty to China and thethe period, including the reversion of Hong Kong's sovereignty to China and the

financial constraints in the latter part of the transitional period.  Even for afinancial constraints in the latter part of the transitional period.  Even for afinancial constraints in the latter part of the transitional period.  Even for afinancial constraints in the latter part of the transitional period.  Even for a

healthy society, after all those years of rapid economic development, the Governmenthealthy society, after all those years of rapid economic development, the Governmenthealthy society, after all those years of rapid economic development, the Governmenthealthy society, after all those years of rapid economic development, the Government

-- any responsible government -- would certainly conduct a comprehensive review of-- any responsible government -- would certainly conduct a comprehensive review of-- any responsible government -- would certainly conduct a comprehensive review of-- any responsible government -- would certainly conduct a comprehensive review of

its taxation system to see whether it is still effective, and whether any improvementsits taxation system to see whether it is still effective, and whether any improvementsits taxation system to see whether it is still effective, and whether any improvementsits taxation system to see whether it is still effective, and whether any improvements

are called for, and make the necessary changes.  Why do some people oppose to theare called for, and make the necessary changes.  Why do some people oppose to theare called for, and make the necessary changes.  Why do some people oppose to theare called for, and make the necessary changes.  Why do some people oppose to the

mere suggestion of reviewing?  All along, many large corporations and enterprisesmere suggestion of reviewing?  All along, many large corporations and enterprisesmere suggestion of reviewing?  All along, many large corporations and enterprisesmere suggestion of reviewing?  All along, many large corporations and enterprises

have been able to evade tax through various means.  So it raises suspicion as tohave been able to evade tax through various means.  So it raises suspicion as tohave been able to evade tax through various means.  So it raises suspicion as tohave been able to evade tax through various means.  So it raises suspicion as to

whether these vested interests object to changes and even the mere suggestion of awhether these vested interests object to changes and even the mere suggestion of awhether these vested interests object to changes and even the mere suggestion of awhether these vested interests object to changes and even the mere suggestion of a

review exactly because of this.review exactly because of this.review exactly because of this.review exactly because of this.

Some people may be for the need of a review .  But they think that such reviewSome people may be for the need of a review .  But they think that such reviewSome people may be for the need of a review .  But they think that such reviewSome people may be for the need of a review .  But they think that such review

should only be conducted by representatives of professional bodies relating toshould only be conducted by representatives of professional bodies relating toshould only be conducted by representatives of professional bodies relating toshould only be conducted by representatives of professional bodies relating to

taxation, and that public opinion should be sought in the form of a consultativetaxation, and that public opinion should be sought in the form of a consultativetaxation, and that public opinion should be sought in the form of a consultativetaxation, and that public opinion should be sought in the form of a consultative

document.  Basing on past experience, people at large are not very euthusuastic aboutdocument.  Basing on past experience, people at large are not very euthusuastic aboutdocument.  Basing on past experience, people at large are not very euthusuastic aboutdocument.  Basing on past experience, people at large are not very euthusuastic about

such complex consultative documents, and what normally happens is that despite thesuch complex consultative documents, and what normally happens is that despite thesuch complex consultative documents, and what normally happens is that despite thesuch complex consultative documents, and what normally happens is that despite the

findings contained in the consultative documents, the public, due to their lack offindings contained in the consultative documents, the public, due to their lack offindings contained in the consultative documents, the public, due to their lack offindings contained in the consultative documents, the public, due to their lack of

understanding of the complex documents, would demand something else.  If we decideunderstanding of the complex documents, would demand something else.  If we decideunderstanding of the complex documents, would demand something else.  If we decideunderstanding of the complex documents, would demand something else.  If we decide

from the beginning to set up a different review committee with members coming fromfrom the beginning to set up a different review committee with members coming fromfrom the beginning to set up a different review committee with members coming fromfrom the beginning to set up a different review committee with members coming from

a wide spectrum, then problems would tend to resolve themselves within this mechanism.a wide spectrum, then problems would tend to resolve themselves within this mechanism.a wide spectrum, then problems would tend to resolve themselves within this mechanism.a wide spectrum, then problems would tend to resolve themselves within this mechanism.

But, if a consultative document is merely meant as a tool to deal with the publicBut, if a consultative document is merely meant as a tool to deal with the publicBut, if a consultative document is merely meant as a tool to deal with the publicBut, if a consultative document is merely meant as a tool to deal with the public



insincerely, the problem is not going to be really solved but only shelved.insincerely, the problem is not going to be really solved but only shelved.insincerely, the problem is not going to be really solved but only shelved.insincerely, the problem is not going to be really solved but only shelved.

Both inside and outside this Council, there seems to be a view that if aBoth inside and outside this Council, there seems to be a view that if aBoth inside and outside this Council, there seems to be a view that if aBoth inside and outside this Council, there seems to be a view that if a review review review review

of the existing taxation system is conducted, investment would be scared off to theof the existing taxation system is conducted, investment would be scared off to theof the existing taxation system is conducted, investment would be scared off to theof the existing taxation system is conducted, investment would be scared off to the

disadvantage of Hong Kong.  These people consider that the loopholes for tax evasiondisadvantage of Hong Kong.  These people consider that the loopholes for tax evasiondisadvantage of Hong Kong.  These people consider that the loopholes for tax evasiondisadvantage of Hong Kong.  These people consider that the loopholes for tax evasion

is all the problem that exists in the current system.  All we have to do is to plugis all the problem that exists in the current system.  All we have to do is to plugis all the problem that exists in the current system.  All we have to do is to plugis all the problem that exists in the current system.  All we have to do is to plug

these loopholes and other fundamental questions need not be reviewed.  I reallythese loopholes and other fundamental questions need not be reviewed.  I reallythese loopholes and other fundamental questions need not be reviewed.  I reallythese loopholes and other fundamental questions need not be reviewed.  I really

cannot understand these people who are so against changes.  Why are they so lack ofcannot understand these people who are so against changes.  Why are they so lack ofcannot understand these people who are so against changes.  Why are they so lack ofcannot understand these people who are so against changes.  Why are they so lack of

confidence in the overall economic situation of Hong Kong and so scared that onceconfidence in the overall economic situation of Hong Kong and so scared that onceconfidence in the overall economic situation of Hong Kong and so scared that onceconfidence in the overall economic situation of Hong Kong and so scared that once

a review is mentioned, the long-term economic interest would be in jeopardy?a review is mentioned, the long-term economic interest would be in jeopardy?a review is mentioned, the long-term economic interest would be in jeopardy?a review is mentioned, the long-term economic interest would be in jeopardy?

I had intended to mention once again what Mr Peter WONG said a year ago on theI had intended to mention once again what Mr Peter WONG said a year ago on theI had intended to mention once again what Mr Peter WONG said a year ago on theI had intended to mention once again what Mr Peter WONG said a year ago on the

issue of taxation.  But as Mr Fred LI already touched upon this earlier on, I wouldissue of taxation.  But as Mr Fred LI already touched upon this earlier on, I wouldissue of taxation.  But as Mr Fred LI already touched upon this earlier on, I wouldissue of taxation.  But as Mr Fred LI already touched upon this earlier on, I would

not repeat here.  I hope the Government and other colleagues would consider morenot repeat here.  I hope the Government and other colleagues would consider morenot repeat here.  I hope the Government and other colleagues would consider morenot repeat here.  I hope the Government and other colleagues would consider more

carefully Mr WONG's expert advice.carefully Mr WONG's expert advice.carefully Mr WONG's expert advice.carefully Mr WONG's expert advice.

The motion today asks the Government to  set up a committee, with membersThe motion today asks the Government to  set up a committee, with membersThe motion today asks the Government to  set up a committee, with membersThe motion today asks the Government to  set up a committee, with members

representing a wide cross section of the community, to conduct a comprehensive reviewrepresenting a wide cross section of the community, to conduct a comprehensive reviewrepresenting a wide cross section of the community, to conduct a comprehensive reviewrepresenting a wide cross section of the community, to conduct a comprehensive review

of the existing taxation policy.  A review does not necessarily mean changes.  Ifof the existing taxation policy.  A review does not necessarily mean changes.  Ifof the existing taxation policy.  A review does not necessarily mean changes.  Ifof the existing taxation policy.  A review does not necessarily mean changes.  If

the present system really serves Hong Kong well in terms of existing environment andthe present system really serves Hong Kong well in terms of existing environment andthe present system really serves Hong Kong well in terms of existing environment andthe present system really serves Hong Kong well in terms of existing environment and

long-term development, then we do not have to change.  But at least the public shouldlong-term development, then we do not have to change.  But at least the public shouldlong-term development, then we do not have to change.  But at least the public shouldlong-term development, then we do not have to change.  But at least the public should

know why we are keeping the system.  On the contrary, if the review shows that ourknow why we are keeping the system.  On the contrary, if the review shows that ourknow why we are keeping the system.  On the contrary, if the review shows that ourknow why we are keeping the system.  On the contrary, if the review shows that our

taxation system is in need of revision, we can make changes accordingly.  Thus unliketaxation system is in need of revision, we can make changes accordingly.  Thus unliketaxation system is in need of revision, we can make changes accordingly.  Thus unliketaxation system is in need of revision, we can make changes accordingly.  Thus unlike

our practice now, we need not juggle with the figures technically every year to copeour practice now, we need not juggle with the figures technically every year to copeour practice now, we need not juggle with the figures technically every year to copeour practice now, we need not juggle with the figures technically every year to cope

with the current financial needs.with the current financial needs.with the current financial needs.with the current financial needs.

As to the amended motion, we consider it is in line with the spirit of safeguardingAs to the amended motion, we consider it is in line with the spirit of safeguardingAs to the amended motion, we consider it is in line with the spirit of safeguardingAs to the amended motion, we consider it is in line with the spirit of safeguarding

the livelihood of the lower class as stipulated in the platform of the United Democrats.the livelihood of the lower class as stipulated in the platform of the United Democrats.the livelihood of the lower class as stipulated in the platform of the United Democrats.the livelihood of the lower class as stipulated in the platform of the United Democrats.

Thus we support the amendment of the motion moved by Mr FUNG.Thus we support the amendment of the motion moved by Mr FUNG.Thus we support the amendment of the motion moved by Mr FUNG.Thus we support the amendment of the motion moved by Mr FUNG.

Mr Deputy President, as an elected Legislative Councillor, I have to beMr Deputy President, as an elected Legislative Councillor, I have to beMr Deputy President, as an elected Legislative Councillor, I have to beMr Deputy President, as an elected Legislative Councillor, I have to be

accountable to the people of Hong Kong.  Neither could I turn a blind eye to theaccountable to the people of Hong Kong.  Neither could I turn a blind eye to theaccountable to the people of Hong Kong.  Neither could I turn a blind eye to theaccountable to the people of Hong Kong.  Neither could I turn a blind eye to the

livelihood of the people at large nor be unaffected.  On one hand, the people arelivelihood of the people at large nor be unaffected.  On one hand, the people arelivelihood of the people at large nor be unaffected.  On one hand, the people arelivelihood of the people at large nor be unaffected.  On one hand, the people are

suffering from the effects of high inflation and their standard of living has beensuffering from the effects of high inflation and their standard of living has beensuffering from the effects of high inflation and their standard of living has beensuffering from the effects of high inflation and their standard of living has been

lowered.  On the other hand, they are also the victims of the double blow of thelowered.  On the other hand, they are also the victims of the double blow of thelowered.  On the other hand, they are also the victims of the double blow of thelowered.  On the other hand, they are also the victims of the double blow of the

broadening of the tax base and the increase of tax items.  We never object to thebroadening of the tax base and the increase of tax items.  We never object to thebroadening of the tax base and the increase of tax items.  We never object to thebroadening of the tax base and the increase of tax items.  We never object to the

commercial and industrial sectors making money in Hong Kong, but we strongly opposecommercial and industrial sectors making money in Hong Kong, but we strongly opposecommercial and industrial sectors making money in Hong Kong, but we strongly opposecommercial and industrial sectors making money in Hong Kong, but we strongly oppose

to any taxation policy which robs the poor to benefit the rich.to any taxation policy which robs the poor to benefit the rich.to any taxation policy which robs the poor to benefit the rich.to any taxation policy which robs the poor to benefit the rich.



Just as Mr HUI has mentioned, the Gini Coefficient of Hong Kong has reached 0.48,Just as Mr HUI has mentioned, the Gini Coefficient of Hong Kong has reached 0.48,Just as Mr HUI has mentioned, the Gini Coefficient of Hong Kong has reached 0.48,Just as Mr HUI has mentioned, the Gini Coefficient of Hong Kong has reached 0.48,

a figure which is higher than many countries in Europe and the United States.  Ita figure which is higher than many countries in Europe and the United States.  Ita figure which is higher than many countries in Europe and the United States.  Ita figure which is higher than many countries in Europe and the United States.  It

shows that the gap between the rich and the poor in Hong Kong has been growing wider,shows that the gap between the rich and the poor in Hong Kong has been growing wider,shows that the gap between the rich and the poor in Hong Kong has been growing wider,shows that the gap between the rich and the poor in Hong Kong has been growing wider,

and this reminds me of an old Chinese saying, "The rich with fields too many, theand this reminds me of an old Chinese saying, "The rich with fields too many, theand this reminds me of an old Chinese saying, "The rich with fields too many, theand this reminds me of an old Chinese saying, "The rich with fields too many, the

poor with abodes too tiny."  I hope that this will not come true in Hong Kong.poor with abodes too tiny."  I hope that this will not come true in Hong Kong.poor with abodes too tiny."  I hope that this will not come true in Hong Kong.poor with abodes too tiny."  I hope that this will not come true in Hong Kong.

Dr HUANG Chen-ya, Mr James TO and Dr YEUNG Sum of the United Democrats will speakDr HUANG Chen-ya, Mr James TO and Dr YEUNG Sum of the United Democrats will speakDr HUANG Chen-ya, Mr James TO and Dr YEUNG Sum of the United Democrats will speakDr HUANG Chen-ya, Mr James TO and Dr YEUNG Sum of the United Democrats will speak

on the motion later on.on the motion later on.on the motion later on.on the motion later on.

In Chinese New Year, we greet each other with "Kung Hei Fat Choy".  The UnitedIn Chinese New Year, we greet each other with "Kung Hei Fat Choy".  The UnitedIn Chinese New Year, we greet each other with "Kung Hei Fat Choy".  The UnitedIn Chinese New Year, we greet each other with "Kung Hei Fat Choy".  The United

Democrats wish that Hong Kong will still be a place where the rich can continue toDemocrats wish that Hong Kong will still be a place where the rich can continue toDemocrats wish that Hong Kong will still be a place where the rich can continue toDemocrats wish that Hong Kong will still be a place where the rich can continue to

prosper but never at the expense of the poor.prosper but never at the expense of the poor.prosper but never at the expense of the poor.prosper but never at the expense of the poor.

I agree to all the four principles that the Financial Secretary has mentioned.I agree to all the four principles that the Financial Secretary has mentioned.I agree to all the four principles that the Financial Secretary has mentioned.I agree to all the four principles that the Financial Secretary has mentioned.

But that does not mean the present system does not have to be reviewed.  Actually,But that does not mean the present system does not have to be reviewed.  Actually,But that does not mean the present system does not have to be reviewed.  Actually,But that does not mean the present system does not have to be reviewed.  Actually,

he has not answered the question yet.  He has also said that as there are no majorhe has not answered the question yet.  He has also said that as there are no majorhe has not answered the question yet.  He has also said that as there are no majorhe has not answered the question yet.  He has also said that as there are no major

flaws in our current taxation system, a review is not needed.  It is analogous toflaws in our current taxation system, a review is not needed.  It is analogous toflaws in our current taxation system, a review is not needed.  It is analogous toflaws in our current taxation system, a review is not needed.  It is analogous to

one saying, "As I am fit and healthy, I do not need a checkup."  I think the Financialone saying, "As I am fit and healthy, I do not need a checkup."  I think the Financialone saying, "As I am fit and healthy, I do not need a checkup."  I think the Financialone saying, "As I am fit and healthy, I do not need a checkup."  I think the Financial

Secretary may well have passed his 40th birthday.  I hope that he would not applySecretary may well have passed his 40th birthday.  I hope that he would not applySecretary may well have passed his 40th birthday.  I hope that he would not applySecretary may well have passed his 40th birthday.  I hope that he would not apply

this logic to his own health.this logic to his own health.this logic to his own health.this logic to his own health.

Mr Deputy President, with these remarks, I support Mr FUNG's amended motion andMr Deputy President, with these remarks, I support Mr FUNG's amended motion andMr Deputy President, with these remarks, I support Mr FUNG's amended motion andMr Deputy President, with these remarks, I support Mr FUNG's amended motion and

so will other members of the United Democrats.  In the event of Mr FUNG's amendmentso will other members of the United Democrats.  In the event of Mr FUNG's amendmentso will other members of the United Democrats.  In the event of Mr FUNG's amendmentso will other members of the United Democrats.  In the event of Mr FUNG's amendment

of the motion being negatived, members of the United Democrats will support theof the motion being negatived, members of the United Democrats will support theof the motion being negatived, members of the United Democrats will support theof the motion being negatived, members of the United Democrats will support the

original motion moved by Mr LI.original motion moved by Mr LI.original motion moved by Mr LI.original motion moved by Mr LI.

MR DAVID LI: Mr Deputy President, Hong Kong's current taxation system serves theMR DAVID LI: Mr Deputy President, Hong Kong's current taxation system serves theMR DAVID LI: Mr Deputy President, Hong Kong's current taxation system serves theMR DAVID LI: Mr Deputy President, Hong Kong's current taxation system serves the

territory well.  It is simple and straightforward, and the rates are low by worldterritory well.  It is simple and straightforward, and the rates are low by worldterritory well.  It is simple and straightforward, and the rates are low by worldterritory well.  It is simple and straightforward, and the rates are low by world

standards.  It plays a key role in attracting investment -- investment which promotesstandards.  It plays a key role in attracting investment -- investment which promotesstandards.  It plays a key role in attracting investment -- investment which promotesstandards.  It plays a key role in attracting investment -- investment which promotes

the local economic growth and creates jobs for the people of Hong Kong.the local economic growth and creates jobs for the people of Hong Kong.the local economic growth and creates jobs for the people of Hong Kong.the local economic growth and creates jobs for the people of Hong Kong.

The current system also places few constraints on thThe current system also places few constraints on thThe current system also places few constraints on thThe current system also places few constraints on the rewards for personal ore rewards for personal ore rewards for personal ore rewards for personal or

corporate success.  It therefore encourages both social mobility andcorporate success.  It therefore encourages both social mobility andcorporate success.  It therefore encourages both social mobility andcorporate success.  It therefore encourages both social mobility and

entrepreneurship. Equally important, it has historically provided more than adequateentrepreneurship. Equally important, it has historically provided more than adequateentrepreneurship. Equally important, it has historically provided more than adequateentrepreneurship. Equally important, it has historically provided more than adequate

revenue to meet the Government's expenditure needs.revenue to meet the Government's expenditure needs.revenue to meet the Government's expenditure needs.revenue to meet the Government's expenditure needs.



The present system strThe present system strThe present system strThe present system strikes a good, healthy and comfortable balance among the needsikes a good, healthy and comfortable balance among the needsikes a good, healthy and comfortable balance among the needsikes a good, healthy and comfortable balance among the needs

of the Government and of the people and the businesses of Hong Kong.of the Government and of the people and the businesses of Hong Kong.of the Government and of the people and the businesses of Hong Kong.of the Government and of the people and the businesses of Hong Kong.

So why has this motion debate been called?So why has this motion debate been called?So why has this motion debate been called?So why has this motion debate been called?

There are those who complain that the system is not as equitable as it could beThere are those who complain that the system is not as equitable as it could beThere are those who complain that the system is not as equitable as it could beThere are those who complain that the system is not as equitable as it could be....

Others would like to see a general trend towards reducing the overall burden on allOthers would like to see a general trend towards reducing the overall burden on allOthers would like to see a general trend towards reducing the overall burden on allOthers would like to see a general trend towards reducing the overall burden on all

taxpayers -- individuals and corporations alike.taxpayers -- individuals and corporations alike.taxpayers -- individuals and corporations alike.taxpayers -- individuals and corporations alike.

Among the specific shortcomings of the current system, members of my constituencyAmong the specific shortcomings of the current system, members of my constituencyAmong the specific shortcomings of the current system, members of my constituencyAmong the specific shortcomings of the current system, members of my constituency

cite the inability to file consolidated returns for related companies and to deductcite the inability to file consolidated returns for related companies and to deductcite the inability to file consolidated returns for related companies and to deductcite the inability to file consolidated returns for related companies and to deduct

general provisions for bad debts.general provisions for bad debts.general provisions for bad debts.general provisions for bad debts.

The Administration, for its part, argues that the system is overly dependent onThe Administration, for its part, argues that the system is overly dependent onThe Administration, for its part, argues that the system is overly dependent onThe Administration, for its part, argues that the system is overly dependent on

direct taxes and is therefore vulnerable to swings in the territory's economic cycle.direct taxes and is therefore vulnerable to swings in the territory's economic cycle.direct taxes and is therefore vulnerable to swings in the territory's economic cycle.direct taxes and is therefore vulnerable to swings in the territory's economic cycle.

HongHongHongHong Kong's current system may not be perfect, but it is nevertheless structurally, Kong's current system may not be perfect, but it is nevertheless structurally, Kong's current system may not be perfect, but it is nevertheless structurally, Kong's current system may not be perfect, but it is nevertheless structurally,

socially and economically sound.  This is highlighted by the fact that complaintssocially and economically sound.  This is highlighted by the fact that complaintssocially and economically sound.  This is highlighted by the fact that complaintssocially and economically sound.  This is highlighted by the fact that complaints

typically focus on specific aspects of the system, rather than on the basic structure.typically focus on specific aspects of the system, rather than on the basic structure.typically focus on specific aspects of the system, rather than on the basic structure.typically focus on specific aspects of the system, rather than on the basic structure.

The sThe sThe sThe system does need "fine-tuning" from time to time.  But it is hardly in needystem does need "fine-tuning" from time to time.  But it is hardly in needystem does need "fine-tuning" from time to time.  But it is hardly in needystem does need "fine-tuning" from time to time.  But it is hardly in need

of a "complete overhaul", as the motion before us implies.of a "complete overhaul", as the motion before us implies.of a "complete overhaul", as the motion before us implies.of a "complete overhaul", as the motion before us implies.

Rather than advocating a broad, dangerously unfocused review of the territory'sRather than advocating a broad, dangerously unfocused review of the territory'sRather than advocating a broad, dangerously unfocused review of the territory'sRather than advocating a broad, dangerously unfocused review of the territory's

taxation system -- a review whose terms of reference and goals are unspecified -taxation system -- a review whose terms of reference and goals are unspecified -taxation system -- a review whose terms of reference and goals are unspecified -taxation system -- a review whose terms of reference and goals are unspecified -

- this Council should encourage those with specific suggestions for improving the- this Council should encourage those with specific suggestions for improving the- this Council should encourage those with specific suggestions for improving the- this Council should encourage those with specific suggestions for improving the

current tax structure to put them forward for scrutiny and discussion.current tax structure to put them forward for scrutiny and discussion.current tax structure to put them forward for scrutiny and discussion.current tax structure to put them forward for scrutiny and discussion.

Do we need an independent review committee to accomplish thisDo we need an independent review committee to accomplish thisDo we need an independent review committee to accomplish thisDo we need an independent review committee to accomplish this? No. Hong Kong? No. Hong Kong? No. Hong Kong? No. Hong Kong

already suffers from a surfeit of public and private-sector consultative committees.already suffers from a surfeit of public and private-sector consultative committees.already suffers from a surfeit of public and private-sector consultative committees.already suffers from a surfeit of public and private-sector consultative committees.

If genuine inequities exist in the current taxation system, it is our task asIf genuine inequities exist in the current taxation system, it is our task asIf genuine inequities exist in the current taxation system, it is our task asIf genuine inequities exist in the current taxation system, it is our task as

Members of this Council to make the specifics known to the Administration and toMembers of this Council to make the specifics known to the Administration and toMembers of this Council to make the specifics known to the Administration and toMembers of this Council to make the specifics known to the Administration and to

encourage appropriate action.  We should not "pass the buck" to someone else.encourage appropriate action.  We should not "pass the buck" to someone else.encourage appropriate action.  We should not "pass the buck" to someone else.encourage appropriate action.  We should not "pass the buck" to someone else.

This Council currently comprises a good cross-sectional representation of theThis Council currently comprises a good cross-sectional representation of theThis Council currently comprises a good cross-sectional representation of theThis Council currently comprises a good cross-sectional representation of the

people and businesses of Hong Kong.  We are therefore well-placed to reflect the viewspeople and businesses of Hong Kong.  We are therefore well-placed to reflect the viewspeople and businesses of Hong Kong.  We are therefore well-placed to reflect the viewspeople and businesses of Hong Kong.  We are therefore well-placed to reflect the views

of all sectors of the community on this and any issue affecting Hong Kong.of all sectors of the community on this and any issue affecting Hong Kong.of all sectors of the community on this and any issue affecting Hong Kong.of all sectors of the community on this and any issue affecting Hong Kong.



Hong Kong's current taxation system may need some "fine-tuning" here and there.Hong Kong's current taxation system may need some "fine-tuning" here and there.Hong Kong's current taxation system may need some "fine-tuning" here and there.Hong Kong's current taxation system may need some "fine-tuning" here and there.

But, at its core, it is a good system -- a system which works well for Hong Kong,But, at its core, it is a good system -- a system which works well for Hong Kong,But, at its core, it is a good system -- a system which works well for Hong Kong,But, at its core, it is a good system -- a system which works well for Hong Kong,

a system which attracts international envy.a system which attracts international envy.a system which attracts international envy.a system which attracts international envy.

The situation does not merit an establishment of yet another independent reviewThe situation does not merit an establishment of yet another independent reviewThe situation does not merit an establishment of yet another independent reviewThe situation does not merit an establishment of yet another independent review

committee.  Ironically, the financial burden of such a move would ultimately fallcommittee.  Ironically, the financial burden of such a move would ultimately fallcommittee.  Ironically, the financial burden of such a move would ultimately fallcommittee.  Ironically, the financial burden of such a move would ultimately fall

on Hong Kong's taxpayers -- on whose behalf this motion has been put forward.on Hong Kong's taxpayers -- on whose behalf this motion has been put forward.on Hong Kong's taxpayers -- on whose behalf this motion has been put forward.on Hong Kong's taxpayers -- on whose behalf this motion has been put forward.

With these remarks, Mr Deputy President, I respectfully oppose the motion.With these remarks, Mr Deputy President, I respectfully oppose the motion.With these remarks, Mr Deputy President, I respectfully oppose the motion.With these remarks, Mr Deputy President, I respectfully oppose the motion.

5.09 pm5.09 pm5.09 pm5.09 pm

DEPUTY PRESIDENT:  We will take a break for 20 minutes.DEPUTY PRESIDENT:  We will take a break for 20 minutes.DEPUTY PRESIDENT:  We will take a break for 20 minutes.DEPUTY PRESIDENT:  We will take a break for 20 minutes.

5.32 pm5.32 pm5.32 pm5.32 pm

DEPUTY PRESIDENT:  Council will resume.DEPUTY PRESIDENT:  Council will resume.DEPUTY PRESIDENT:  Council will resume.DEPUTY PRESIDENT:  Council will resume.

MR NGAI SHIU-KIT (in Cantonese): Mr Deputy President, the on-going prosperity of ourMR NGAI SHIU-KIT (in Cantonese): Mr Deputy President, the on-going prosperity of ourMR NGAI SHIU-KIT (in Cantonese): Mr Deputy President, the on-going prosperity of ourMR NGAI SHIU-KIT (in Cantonese): Mr Deputy President, the on-going prosperity of our

economy hinges upon a simple taxation system and a low tax rate.  The existingeconomy hinges upon a simple taxation system and a low tax rate.  The existingeconomy hinges upon a simple taxation system and a low tax rate.  The existingeconomy hinges upon a simple taxation system and a low tax rate.  The existing

taxation system in Hong Kong is simple in operation and the administrative costtaxation system in Hong Kong is simple in operation and the administrative costtaxation system in Hong Kong is simple in operation and the administrative costtaxation system in Hong Kong is simple in operation and the administrative cost

involved is low.  One of the important features of our tax regime lies in itsinvolved is low.  One of the important features of our tax regime lies in itsinvolved is low.  One of the important features of our tax regime lies in itsinvolved is low.  One of the important features of our tax regime lies in its

confinement to locally derived incomes, thus creating a favourable environment forconfinement to locally derived incomes, thus creating a favourable environment forconfinement to locally derived incomes, thus creating a favourable environment forconfinement to locally derived incomes, thus creating a favourable environment for

investment.  As things stand, we have not reclined on luck to have been able to developinvestment.  As things stand, we have not reclined on luck to have been able to developinvestment.  As things stand, we have not reclined on luck to have been able to developinvestment.  As things stand, we have not reclined on luck to have been able to develop

into an internationally renowned trade and financial centre.  The taxation systeminto an internationally renowned trade and financial centre.  The taxation systeminto an internationally renowned trade and financial centre.  The taxation systeminto an internationally renowned trade and financial centre.  The taxation system

has provided us with effective support to achieve the goal.has provided us with effective support to achieve the goal.has provided us with effective support to achieve the goal.has provided us with effective support to achieve the goal.

Ever since 1976, Members of this Council have made repeated requests to theEver since 1976, Members of this Council have made repeated requests to theEver since 1976, Members of this Council have made repeated requests to theEver since 1976, Members of this Council have made repeated requests to the

Government for a review of the taxation system.  As the request is brought up againGovernment for a review of the taxation system.  As the request is brought up againGovernment for a review of the taxation system.  As the request is brought up againGovernment for a review of the taxation system.  As the request is brought up again

today, it is high time that the Government should consider conducting a proper reviewtoday, it is high time that the Government should consider conducting a proper reviewtoday, it is high time that the Government should consider conducting a proper reviewtoday, it is high time that the Government should consider conducting a proper review

of its taxation policies.  Nonetheless, the objectives of any of these reviews shouldof its taxation policies.  Nonetheless, the objectives of any of these reviews shouldof its taxation policies.  Nonetheless, the objectives of any of these reviews shouldof its taxation policies.  Nonetheless, the objectives of any of these reviews should

follow the above-mentioned principle to improve the existing taxation system tofollow the above-mentioned principle to improve the existing taxation system tofollow the above-mentioned principle to improve the existing taxation system tofollow the above-mentioned principle to improve the existing taxation system to

further enhance a favourable environment for investment, whereby the overallfurther enhance a favourable environment for investment, whereby the overallfurther enhance a favourable environment for investment, whereby the overallfurther enhance a favourable environment for investment, whereby the overall

prosperity of our society may be maintained and the standard of living of the generalprosperity of our society may be maintained and the standard of living of the generalprosperity of our society may be maintained and the standard of living of the generalprosperity of our society may be maintained and the standard of living of the general



public may be upgraded. There is no need to overhaul the foundation of the existingpublic may be upgraded. There is no need to overhaul the foundation of the existingpublic may be upgraded. There is no need to overhaul the foundation of the existingpublic may be upgraded. There is no need to overhaul the foundation of the existing

system.  Neither should the review become a weapon in the struggle for power or stirsystem.  Neither should the review become a weapon in the struggle for power or stirsystem.  Neither should the review become a weapon in the struggle for power or stirsystem.  Neither should the review become a weapon in the struggle for power or stir

up social conflicts.up social conflicts.up social conflicts.up social conflicts.

Mr Deputy President, taxation is a science that requires expertise.  A reviewMr Deputy President, taxation is a science that requires expertise.  A reviewMr Deputy President, taxation is a science that requires expertise.  A reviewMr Deputy President, taxation is a science that requires expertise.  A review

of the kind is even more technical.  If any of such a review committee is to beof the kind is even more technical.  If any of such a review committee is to beof the kind is even more technical.  If any of such a review committee is to beof the kind is even more technical.  If any of such a review committee is to be

established, we have to ensure that its members possess the necessary professionalestablished, we have to ensure that its members possess the necessary professionalestablished, we have to ensure that its members possess the necessary professionalestablished, we have to ensure that its members possess the necessary professional

knowledge and experience.  In view of the above reasons, I categorically oppose toknowledge and experience.  In view of the above reasons, I categorically oppose toknowledge and experience.  In view of the above reasons, I categorically oppose toknowledge and experience.  In view of the above reasons, I categorically oppose to

the Honourable Fred LI's motion.  We need not set up another committee that is widelythe Honourable Fred LI's motion.  We need not set up another committee that is widelythe Honourable Fred LI's motion.  We need not set up another committee that is widelythe Honourable Fred LI's motion.  We need not set up another committee that is widely

represented to conduct a comprehensive review of the taxation system.  We cannot andrepresented to conduct a comprehensive review of the taxation system.  We cannot andrepresented to conduct a comprehensive review of the taxation system.  We cannot andrepresented to conduct a comprehensive review of the taxation system.  We cannot and

should not assume arbitrarily that professional people do not understand as much theshould not assume arbitrarily that professional people do not understand as much theshould not assume arbitrarily that professional people do not understand as much theshould not assume arbitrarily that professional people do not understand as much the

need of the general public as the so-called people representing a wide cross sectionneed of the general public as the so-called people representing a wide cross sectionneed of the general public as the so-called people representing a wide cross sectionneed of the general public as the so-called people representing a wide cross section

of the community, for they live in the same community, facing the same taxationof the community, for they live in the same community, facing the same taxationof the community, for they live in the same community, facing the same taxationof the community, for they live in the same community, facing the same taxation

problem.problem.problem.problem.

As a matter of fact, some professionals have acquired for themselves aAs a matter of fact, some professionals have acquired for themselves aAs a matter of fact, some professionals have acquired for themselves aAs a matter of fact, some professionals have acquired for themselves a

considerable degree of representativeness.  For instance, some professionals areconsiderable degree of representativeness.  For instance, some professionals areconsiderable degree of representativeness.  For instance, some professionals areconsiderable degree of representativeness.  For instance, some professionals are

returned to the Legislative Council by direct election.  In appointing thesereturned to the Legislative Council by direct election.  In appointing thesereturned to the Legislative Council by direct election.  In appointing thesereturned to the Legislative Council by direct election.  In appointing these

professionals to certain committees, the Government however is concerned with theirprofessionals to certain committees, the Government however is concerned with theirprofessionals to certain committees, the Government however is concerned with theirprofessionals to certain committees, the Government however is concerned with their

professional calibre and not their representativeness.  Hence, the motion put toprofessional calibre and not their representativeness.  Hence, the motion put toprofessional calibre and not their representativeness.  Hence, the motion put toprofessional calibre and not their representativeness.  Hence, the motion put to

debate today is in fact an attempt to drive a wedge between "professionals" and "peopledebate today is in fact an attempt to drive a wedge between "professionals" and "peopledebate today is in fact an attempt to drive a wedge between "professionals" and "peopledebate today is in fact an attempt to drive a wedge between "professionals" and "people

representing a wide cross section of the community", or what is more, to polarizerepresenting a wide cross section of the community", or what is more, to polarizerepresenting a wide cross section of the community", or what is more, to polarizerepresenting a wide cross section of the community", or what is more, to polarize

them.  This is an incorrect move that misleads the general public.them.  This is an incorrect move that misleads the general public.them.  This is an incorrect move that misleads the general public.them.  This is an incorrect move that misleads the general public.

Mr Deputy President, to review the taxation system is not tantamount to Mr Deputy President, to review the taxation system is not tantamount to Mr Deputy President, to review the taxation system is not tantamount to Mr Deputy President, to review the taxation system is not tantamount to strikingstrikingstrikingstriking

a balance between the interests of different strata of our society.  Thus, any harda balance between the interests of different strata of our society.  Thus, any harda balance between the interests of different strata of our society.  Thus, any harda balance between the interests of different strata of our society.  Thus, any hard

and fast rule requiring people representing a wide cross section of the communityand fast rule requiring people representing a wide cross section of the communityand fast rule requiring people representing a wide cross section of the communityand fast rule requiring people representing a wide cross section of the community

to sit on this committee will simply defeat the purpose of a tax review and bringto sit on this committee will simply defeat the purpose of a tax review and bringto sit on this committee will simply defeat the purpose of a tax review and bringto sit on this committee will simply defeat the purpose of a tax review and bring

about another element of uncertainty during the transitional period before the adventabout another element of uncertainty during the transitional period before the adventabout another element of uncertainty during the transitional period before the adventabout another element of uncertainty during the transitional period before the advent

of 1997.  Investors may be discouraged. Entrepreneurs may lose their confidence inof 1997.  Investors may be discouraged. Entrepreneurs may lose their confidence inof 1997.  Investors may be discouraged. Entrepreneurs may lose their confidence inof 1997.  Investors may be discouraged. Entrepreneurs may lose their confidence in

the face of an unforeseeable future.  Or worse still, in view of the uncertainty ofthe face of an unforeseeable future.  Or worse still, in view of the uncertainty ofthe face of an unforeseeable future.  Or worse still, in view of the uncertainty ofthe face of an unforeseeable future.  Or worse still, in view of the uncertainty of

our tax system, places or countries in our neighbourhood will seize this opportunityour tax system, places or countries in our neighbourhood will seize this opportunityour tax system, places or countries in our neighbourhood will seize this opportunityour tax system, places or countries in our neighbourhood will seize this opportunity

to compete with us as well as to attract capital and investors from other parts ofto compete with us as well as to attract capital and investors from other parts ofto compete with us as well as to attract capital and investors from other parts ofto compete with us as well as to attract capital and investors from other parts of

the world.the world.the world.the world.

I would like to take this opportunity to respond to the arguments put forwardI would like to take this opportunity to respond to the arguments put forwardI would like to take this opportunity to respond to the arguments put forwardI would like to take this opportunity to respond to the arguments put forward

by Mr Fred LI a while ago.  Mr LI has quoted in his speech remarks by many Members.by Mr Fred LI a while ago.  Mr LI has quoted in his speech remarks by many Members.by Mr Fred LI a while ago.  Mr LI has quoted in his speech remarks by many Members.by Mr Fred LI a while ago.  Mr LI has quoted in his speech remarks by many Members.

It seems as though Mr LI had turned the debate into a political forum.  ButIt seems as though Mr LI had turned the debate into a political forum.  ButIt seems as though Mr LI had turned the debate into a political forum.  ButIt seems as though Mr LI had turned the debate into a political forum.  But



unfortunately Members' views on taxation, which were quoted out of context by Mr LIunfortunately Members' views on taxation, which were quoted out of context by Mr LIunfortunately Members' views on taxation, which were quoted out of context by Mr LIunfortunately Members' views on taxation, which were quoted out of context by Mr LI

some moments ago, appeared somewhat unreasonable and unconvincing.  This attempt bysome moments ago, appeared somewhat unreasonable and unconvincing.  This attempt bysome moments ago, appeared somewhat unreasonable and unconvincing.  This attempt bysome moments ago, appeared somewhat unreasonable and unconvincing.  This attempt by

Mr LI  is like political manoeuvring and the motive should be understandable.  Take,Mr LI  is like political manoeuvring and the motive should be understandable.  Take,Mr LI  is like political manoeuvring and the motive should be understandable.  Take,Mr LI  is like political manoeuvring and the motive should be understandable.  Take,

for instance, my arguments, when put in this context by Mr LI, does not only appearfor instance, my arguments, when put in this context by Mr LI, does not only appearfor instance, my arguments, when put in this context by Mr LI, does not only appearfor instance, my arguments, when put in this context by Mr LI, does not only appear

specious but also gives the feeling of talking black into white.  The remarks werespecious but also gives the feeling of talking black into white.  The remarks werespecious but also gives the feeling of talking black into white.  The remarks werespecious but also gives the feeling of talking black into white.  The remarks were

made when I was expressing my views against the introduction of sales tax.  I wasmade when I was expressing my views against the introduction of sales tax.  I wasmade when I was expressing my views against the introduction of sales tax.  I wasmade when I was expressing my views against the introduction of sales tax.  I was

concerned about the tax base being too narrow and therefore urged that carefulconcerned about the tax base being too narrow and therefore urged that carefulconcerned about the tax base being too narrow and therefore urged that carefulconcerned about the tax base being too narrow and therefore urged that careful

consideration should be given to broadening of the tax base and that review on taxationconsideration should be given to broadening of the tax base and that review on taxationconsideration should be given to broadening of the tax base and that review on taxationconsideration should be given to broadening of the tax base and that review on taxation

should also be made.  Up till now I still consider my view correct and will standshould also be made.  Up till now I still consider my view correct and will standshould also be made.  Up till now I still consider my view correct and will standshould also be made.  Up till now I still consider my view correct and will stand

by it.  Given this narrow tax base we can, with great care, identify ways to broadenby it.  Given this narrow tax base we can, with great care, identify ways to broadenby it.  Given this narrow tax base we can, with great care, identify ways to broadenby it.  Given this narrow tax base we can, with great care, identify ways to broaden

the base.  As to the taxation policy, in my view, the past practice is that we adjustedthe base.  As to the taxation policy, in my view, the past practice is that we adjustedthe base.  As to the taxation policy, in my view, the past practice is that we adjustedthe base.  As to the taxation policy, in my view, the past practice is that we adjusted

expenditure according to income; now we are adopting the principle of generatingexpenditure according to income; now we are adopting the principle of generatingexpenditure according to income; now we are adopting the principle of generatingexpenditure according to income; now we are adopting the principle of generating

income to cater for the needs, which is a change that ought to be made.  It wouldincome to cater for the needs, which is a change that ought to be made.  It wouldincome to cater for the needs, which is a change that ought to be made.  It wouldincome to cater for the needs, which is a change that ought to be made.  It would

be very inappropriate for Mr LI to quote out of context remarks by other Members,be very inappropriate for Mr LI to quote out of context remarks by other Members,be very inappropriate for Mr LI to quote out of context remarks by other Members,be very inappropriate for Mr LI to quote out of context remarks by other Members,

as what I have said has nothing to do with today's motion on tax system but insteadas what I have said has nothing to do with today's motion on tax system but insteadas what I have said has nothing to do with today's motion on tax system but insteadas what I have said has nothing to do with today's motion on tax system but instead

relates to review on taxation, that is to say, changes to tax matters and items.  Mayrelates to review on taxation, that is to say, changes to tax matters and items.  Mayrelates to review on taxation, that is to say, changes to tax matters and items.  Mayrelates to review on taxation, that is to say, changes to tax matters and items.  May

I call Members' attention again: I referred only to tax system not tax matters.  ThatI call Members' attention again: I referred only to tax system not tax matters.  ThatI call Members' attention again: I referred only to tax system not tax matters.  ThatI call Members' attention again: I referred only to tax system not tax matters.  That

Mr LI has given these examples in his speech for this motion does smack of irrelevance.Mr LI has given these examples in his speech for this motion does smack of irrelevance.Mr LI has given these examples in his speech for this motion does smack of irrelevance.Mr LI has given these examples in his speech for this motion does smack of irrelevance.

The attempt by Mr LI to quote some of the Members' views on upward or downwardThe attempt by Mr LI to quote some of the Members' views on upward or downwardThe attempt by Mr LI to quote some of the Members' views on upward or downwardThe attempt by Mr LI to quote some of the Members' views on upward or downward

adjustments to specific tax items and make them appear like views on a comprehensiveadjustments to specific tax items and make them appear like views on a comprehensiveadjustments to specific tax items and make them appear like views on a comprehensiveadjustments to specific tax items and make them appear like views on a comprehensive

review of our taxation system is, I should say, itself contradictory.  It is becausereview of our taxation system is, I should say, itself contradictory.  It is becausereview of our taxation system is, I should say, itself contradictory.  It is becausereview of our taxation system is, I should say, itself contradictory.  It is because

Mr LI, in moving his motion, seemed to urge Members not to confine the discussionMr LI, in moving his motion, seemed to urge Members not to confine the discussionMr LI, in moving his motion, seemed to urge Members not to confine the discussionMr LI, in moving his motion, seemed to urge Members not to confine the discussion

to or be obsessed with adjustments made to a specific tax item, but to focus attentionto or be obsessed with adjustments made to a specific tax item, but to focus attentionto or be obsessed with adjustments made to a specific tax item, but to focus attentionto or be obsessed with adjustments made to a specific tax item, but to focus attention

on the establishment of a committee with the aim of conducting a comprehensive reviewon the establishment of a committee with the aim of conducting a comprehensive reviewon the establishment of a committee with the aim of conducting a comprehensive reviewon the establishment of a committee with the aim of conducting a comprehensive review

of our taxation system.  But the examples Mr LI gave are all related to tax mattersof our taxation system.  But the examples Mr LI gave are all related to tax mattersof our taxation system.  But the examples Mr LI gave are all related to tax mattersof our taxation system.  But the examples Mr LI gave are all related to tax matters

and have nothing to do with the setting up of such a committee or a comprehensiveand have nothing to do with the setting up of such a committee or a comprehensiveand have nothing to do with the setting up of such a committee or a comprehensiveand have nothing to do with the setting up of such a committee or a comprehensive

review of taxation system. This, I should say, is nothing but a typical example ofreview of taxation system. This, I should say, is nothing but a typical example ofreview of taxation system. This, I should say, is nothing but a typical example ofreview of taxation system. This, I should say, is nothing but a typical example of

self-contradiction.self-contradiction.self-contradiction.self-contradiction.

To be more concrete, given that tax matters should fall within the responsibilityTo be more concrete, given that tax matters should fall within the responsibilityTo be more concrete, given that tax matters should fall within the responsibilityTo be more concrete, given that tax matters should fall within the responsibility

of the Government, anything relating to tax should then be thoroughly scrutinizedof the Government, anything relating to tax should then be thoroughly scrutinizedof the Government, anything relating to tax should then be thoroughly scrutinizedof the Government, anything relating to tax should then be thoroughly scrutinized

by the Government and, depending on needs, suitable tax measures be formulated byby the Government and, depending on needs, suitable tax measures be formulated byby the Government and, depending on needs, suitable tax measures be formulated byby the Government and, depending on needs, suitable tax measures be formulated by

the Financial Secretary.  We can of course put forth a whole lot of views andthe Financial Secretary.  We can of course put forth a whole lot of views andthe Financial Secretary.  We can of course put forth a whole lot of views andthe Financial Secretary.  We can of course put forth a whole lot of views and

recommendations, for instance, adjustments be made instantly or in the future torecommendations, for instance, adjustments be made instantly or in the future torecommendations, for instance, adjustments be made instantly or in the future torecommendations, for instance, adjustments be made instantly or in the future to

specific tax items or an increase in personal tax allowance, which are all taxationspecific tax items or an increase in personal tax allowance, which are all taxationspecific tax items or an increase in personal tax allowance, which are all taxationspecific tax items or an increase in personal tax allowance, which are all taxation

matters.  So I believe that most of the Members mentioned in Mr LI's speech do notmatters.  So I believe that most of the Members mentioned in Mr LI's speech do notmatters.  So I believe that most of the Members mentioned in Mr LI's speech do notmatters.  So I believe that most of the Members mentioned in Mr LI's speech do not

intend to change the fundamental principle or philosophy of our present taxationintend to change the fundamental principle or philosophy of our present taxationintend to change the fundamental principle or philosophy of our present taxationintend to change the fundamental principle or philosophy of our present taxation

system.system.system.system.



Mr Deputy President, in light of the above reasons and in response to Mr LI'sMr Deputy President, in light of the above reasons and in response to Mr LI'sMr Deputy President, in light of the above reasons and in response to Mr LI'sMr Deputy President, in light of the above reasons and in response to Mr LI's

arguments, I should say that I am opposed to the motion and the amendment raised today.arguments, I should say that I am opposed to the motion and the amendment raised today.arguments, I should say that I am opposed to the motion and the amendment raised today.arguments, I should say that I am opposed to the motion and the amendment raised today.

MR PANG CHUN-HOI (in Cantonese): Mr Deputy President, I support the setting up ofMR PANG CHUN-HOI (in Cantonese): Mr Deputy President, I support the setting up ofMR PANG CHUN-HOI (in Cantonese): Mr Deputy President, I support the setting up ofMR PANG CHUN-HOI (in Cantonese): Mr Deputy President, I support the setting up of

a review committee to look into our laws and policies on taxation so as to ensurea review committee to look into our laws and policies on taxation so as to ensurea review committee to look into our laws and policies on taxation so as to ensurea review committee to look into our laws and policies on taxation so as to ensure

that our taxation system will keep pace with the ever changing Hong Kong society.that our taxation system will keep pace with the ever changing Hong Kong society.that our taxation system will keep pace with the ever changing Hong Kong society.that our taxation system will keep pace with the ever changing Hong Kong society.

Hong Kong's economy has developed rapidly in the past dHong Kong's economy has developed rapidly in the past dHong Kong's economy has developed rapidly in the past dHong Kong's economy has developed rapidly in the past decade.  Facing us now areecade.  Facing us now areecade.  Facing us now areecade.  Facing us now are

massive infrastructural projects, industrial transformation and the need to maintainmassive infrastructural projects, industrial transformation and the need to maintainmassive infrastructural projects, industrial transformation and the need to maintainmassive infrastructural projects, industrial transformation and the need to maintain

social stability during the transitional period.  All these call for thesocial stability during the transitional period.  All these call for thesocial stability during the transitional period.  All these call for thesocial stability during the transitional period.  All these call for the

establishment of a review committee with neutral membership to review the presentestablishment of a review committee with neutral membership to review the presentestablishment of a review committee with neutral membership to review the presentestablishment of a review committee with neutral membership to review the present

taxation system, examine the effects of taxation on different social strata and plugtaxation system, examine the effects of taxation on different social strata and plugtaxation system, examine the effects of taxation on different social strata and plugtaxation system, examine the effects of taxation on different social strata and plug

legal loopholes to prevent tax avoidance.legal loopholes to prevent tax avoidance.legal loopholes to prevent tax avoidance.legal loopholes to prevent tax avoidance.

The approach we take in social welfare will have an important bearing on ourThe approach we take in social welfare will have an important bearing on ourThe approach we take in social welfare will have an important bearing on ourThe approach we take in social welfare will have an important bearing on our

economy and taxation system.  May I appeal to the Government to carefully andeconomy and taxation system.  May I appeal to the Government to carefully andeconomy and taxation system.  May I appeal to the Government to carefully andeconomy and taxation system.  May I appeal to the Government to carefully and

conscientiously map out our future social welfare policies while reviewing ourconscientiously map out our future social welfare policies while reviewing ourconscientiously map out our future social welfare policies while reviewing ourconscientiously map out our future social welfare policies while reviewing our

taxation system.  I believe this will help us organize our economy effectively sotaxation system.  I believe this will help us organize our economy effectively sotaxation system.  I believe this will help us organize our economy effectively sotaxation system.  I believe this will help us organize our economy effectively so

that it will develop steadily upon a sound foundation during the run-up to 1997.that it will develop steadily upon a sound foundation during the run-up to 1997.that it will develop steadily upon a sound foundation during the run-up to 1997.that it will develop steadily upon a sound foundation during the run-up to 1997.

Based on the above reasons, I suggest that apart from accountants and taxationBased on the above reasons, I suggest that apart from accountants and taxationBased on the above reasons, I suggest that apart from accountants and taxationBased on the above reasons, I suggest that apart from accountants and taxation

and legal professionals, the review committee should also comprise professionals fromand legal professionals, the review committee should also comprise professionals fromand legal professionals, the review committee should also comprise professionals fromand legal professionals, the review committee should also comprise professionals from

the sociology and related fields.  This will enable the committee to examine andthe sociology and related fields.  This will enable the committee to examine andthe sociology and related fields.  This will enable the committee to examine andthe sociology and related fields.  This will enable the committee to examine and

analyse matters from different angles and strike a balance between economic theoriesanalyse matters from different angles and strike a balance between economic theoriesanalyse matters from different angles and strike a balance between economic theoriesanalyse matters from different angles and strike a balance between economic theories

and social reality.  I also hope that the experts will bear in mind that there areand social reality.  I also hope that the experts will bear in mind that there areand social reality.  I also hope that the experts will bear in mind that there areand social reality.  I also hope that the experts will bear in mind that there are

"people" behind the number games."people" behind the number games."people" behind the number games."people" behind the number games.

The gap between the rich and the pooThe gap between the rich and the pooThe gap between the rich and the pooThe gap between the rich and the poor in our society is widening.  This is a signalr in our society is widening.  This is a signalr in our society is widening.  This is a signalr in our society is widening.  This is a signal

forewarning of social instability.  As we all know, poverty is the root of all evils.forewarning of social instability.  As we all know, poverty is the root of all evils.forewarning of social instability.  As we all know, poverty is the root of all evils.forewarning of social instability.  As we all know, poverty is the root of all evils.

I am not suggesting that we should adopt the "free-lunch" welfare system.  But I thinkI am not suggesting that we should adopt the "free-lunch" welfare system.  But I thinkI am not suggesting that we should adopt the "free-lunch" welfare system.  But I thinkI am not suggesting that we should adopt the "free-lunch" welfare system.  But I think

it is only right that any affluent society should try to provide a better livingit is only right that any affluent society should try to provide a better livingit is only right that any affluent society should try to provide a better livingit is only right that any affluent society should try to provide a better living

condition for the disadvantaged.  Competition and elimination are the driving forcescondition for the disadvantaged.  Competition and elimination are the driving forcescondition for the disadvantaged.  Competition and elimination are the driving forcescondition for the disadvantaged.  Competition and elimination are the driving forces

behind social progress.  But it is only with love and care that man will not losebehind social progress.  But it is only with love and care that man will not losebehind social progress.  But it is only with love and care that man will not losebehind social progress.  But it is only with love and care that man will not lose

their ways in the endless chase after material gains.  I would not give any specifictheir ways in the endless chase after material gains.  I would not give any specifictheir ways in the endless chase after material gains.  I would not give any specifictheir ways in the endless chase after material gains.  I would not give any specific

target as to how much we should achieve in narrowing the gap between the rich andtarget as to how much we should achieve in narrowing the gap between the rich andtarget as to how much we should achieve in narrowing the gap between the rich andtarget as to how much we should achieve in narrowing the gap between the rich and

the poor, but I think the Government should use the above principle as the objectivethe poor, but I think the Government should use the above principle as the objectivethe poor, but I think the Government should use the above principle as the objectivethe poor, but I think the Government should use the above principle as the objective



or perspective in formulating its taxation policy.or perspective in formulating its taxation policy.or perspective in formulating its taxation policy.or perspective in formulating its taxation policy.

To address the problem of open and legal tax avoidance by large corporations,To address the problem of open and legal tax avoidance by large corporations,To address the problem of open and legal tax avoidance by large corporations,To address the problem of open and legal tax avoidance by large corporations,

the Government should take prompt actions to plug existing legal loopholes.  Thethe Government should take prompt actions to plug existing legal loopholes.  Thethe Government should take prompt actions to plug existing legal loopholes.  Thethe Government should take prompt actions to plug existing legal loopholes.  The

Government should not "swat the flies but spare the tigers".  I believe that theGovernment should not "swat the flies but spare the tigers".  I believe that theGovernment should not "swat the flies but spare the tigers".  I believe that theGovernment should not "swat the flies but spare the tigers".  I believe that the

uncollected tax will make up a considerable sum of money.  If this problem is solved,uncollected tax will make up a considerable sum of money.  If this problem is solved,uncollected tax will make up a considerable sum of money.  If this problem is solved,uncollected tax will make up a considerable sum of money.  If this problem is solved,

it would be unnecessary for the Government to target at the ordinary citizens whenit would be unnecessary for the Government to target at the ordinary citizens whenit would be unnecessary for the Government to target at the ordinary citizens whenit would be unnecessary for the Government to target at the ordinary citizens when

seeking new sources of income.seeking new sources of income.seeking new sources of income.seeking new sources of income.

I support that personal allowance should be increased accordingI support that personal allowance should be increased accordingI support that personal allowance should be increased accordingI support that personal allowance should be increased according to the inflation to the inflation to the inflation to the inflation

rate.  I also hope that the Government will negotiate with the other party so thatrate.  I also hope that the Government will negotiate with the other party so thatrate.  I also hope that the Government will negotiate with the other party so thatrate.  I also hope that the Government will negotiate with the other party so that

land sale can be increased as an additional source of revenue.  This will helpland sale can be increased as an additional source of revenue.  This will helpland sale can be increased as an additional source of revenue.  This will helpland sale can be increased as an additional source of revenue.  This will help

generate considerable income for the public coffers without affecting commercial andgenerate considerable income for the public coffers without affecting commercial andgenerate considerable income for the public coffers without affecting commercial andgenerate considerable income for the public coffers without affecting commercial and

industrial investments.industrial investments.industrial investments.industrial investments.

Mr Deputy President, I am concerned about the livelihood problems faced by theMr Deputy President, I am concerned about the livelihood problems faced by theMr Deputy President, I am concerned about the livelihood problems faced by theMr Deputy President, I am concerned about the livelihood problems faced by the

middle and lower income groups in a society undergoing economic and political changes.middle and lower income groups in a society undergoing economic and political changes.middle and lower income groups in a society undergoing economic and political changes.middle and lower income groups in a society undergoing economic and political changes.

The purpose of setting up a taxation review committee should be to alleviate the burdenThe purpose of setting up a taxation review committee should be to alleviate the burdenThe purpose of setting up a taxation review committee should be to alleviate the burdenThe purpose of setting up a taxation review committee should be to alleviate the burden

borne by these groups of people.  However, as maintaining prosperity and stabilityborne by these groups of people.  However, as maintaining prosperity and stabilityborne by these groups of people.  However, as maintaining prosperity and stabilityborne by these groups of people.  However, as maintaining prosperity and stability

is Hong Kong's general objective, I attach equal importance to the overall economicis Hong Kong's general objective, I attach equal importance to the overall economicis Hong Kong's general objective, I attach equal importance to the overall economicis Hong Kong's general objective, I attach equal importance to the overall economic

activities which encompass all social strata.  For these reasons and with theseactivities which encompass all social strata.  For these reasons and with theseactivities which encompass all social strata.  For these reasons and with theseactivities which encompass all social strata.  For these reasons and with these

remarks, I support the Honourable Fred LI's motion and also the Honourable Frederickremarks, I support the Honourable Fred LI's motion and also the Honourable Frederickremarks, I support the Honourable Fred LI's motion and also the Honourable Frederickremarks, I support the Honourable Fred LI's motion and also the Honourable Frederick

FUNG's amendments.FUNG's amendments.FUNG's amendments.FUNG's amendments.

MR TAM YIU-CHUNG (in Cantonese): Mr Deputy President, this issue of reviewing theMR TAM YIU-CHUNG (in Cantonese): Mr Deputy President, this issue of reviewing theMR TAM YIU-CHUNG (in Cantonese): Mr Deputy President, this issue of reviewing theMR TAM YIU-CHUNG (in Cantonese): Mr Deputy President, this issue of reviewing the

taxation system in Hong Kong has been raised by me in this Council on more than onetaxation system in Hong Kong has been raised by me in this Council on more than onetaxation system in Hong Kong has been raised by me in this Council on more than onetaxation system in Hong Kong has been raised by me in this Council on more than one

occasion.  At the 1990-91 Budget debate held on 26 April 1990, I urged the Governmentoccasion.  At the 1990-91 Budget debate held on 26 April 1990, I urged the Governmentoccasion.  At the 1990-91 Budget debate held on 26 April 1990, I urged the Governmentoccasion.  At the 1990-91 Budget debate held on 26 April 1990, I urged the Government

not to merely patch up the taxation system but should also have the courage tonot to merely patch up the taxation system but should also have the courage tonot to merely patch up the taxation system but should also have the courage tonot to merely patch up the taxation system but should also have the courage to

undertake a comprehensive review for the establishment of a taxation review committeeundertake a comprehensive review for the establishment of a taxation review committeeundertake a comprehensive review for the establishment of a taxation review committeeundertake a comprehensive review for the establishment of a taxation review committee

to design a system more suited to our need.  On 27 March 1991 at the 1991-92 Budgetto design a system more suited to our need.  On 27 March 1991 at the 1991-92 Budgetto design a system more suited to our need.  On 27 March 1991 at the 1991-92 Budgetto design a system more suited to our need.  On 27 March 1991 at the 1991-92 Budget

debate in this Council I again proposed that a taxation review committee comprisingdebate in this Council I again proposed that a taxation review committee comprisingdebate in this Council I again proposed that a taxation review committee comprisingdebate in this Council I again proposed that a taxation review committee comprising

representatives from the lower class should be set up to find an equitable solutionrepresentatives from the lower class should be set up to find an equitable solutionrepresentatives from the lower class should be set up to find an equitable solutionrepresentatives from the lower class should be set up to find an equitable solution

to our taxation problems.  Nevertheless, the Government has turned a deaf ear to myto our taxation problems.  Nevertheless, the Government has turned a deaf ear to myto our taxation problems.  Nevertheless, the Government has turned a deaf ear to myto our taxation problems.  Nevertheless, the Government has turned a deaf ear to my

repeated appeals.repeated appeals.repeated appeals.repeated appeals.

Today Mr Fred LI, a new member of this Council, brought the case up again.  AtToday Mr Fred LI, a new member of this Council, brought the case up again.  AtToday Mr Fred LI, a new member of this Council, brought the case up again.  AtToday Mr Fred LI, a new member of this Council, brought the case up again.  At

first I thought that perhaps time had changed and changes might be just around thefirst I thought that perhaps time had changed and changes might be just around thefirst I thought that perhaps time had changed and changes might be just around thefirst I thought that perhaps time had changed and changes might be just around the



corner.  But after listening to the Financial Secretary, I do feel that furthercorner.  But after listening to the Financial Secretary, I do feel that furthercorner.  But after listening to the Financial Secretary, I do feel that furthercorner.  But after listening to the Financial Secretary, I do feel that further

debating has become meaningless.  The Government has made it clear that it is againstdebating has become meaningless.  The Government has made it clear that it is againstdebating has become meaningless.  The Government has made it clear that it is againstdebating has become meaningless.  The Government has made it clear that it is against

any establishment of a tax review committee and takes pains to reaffirm the meritsany establishment of a tax review committee and takes pains to reaffirm the meritsany establishment of a tax review committee and takes pains to reaffirm the meritsany establishment of a tax review committee and takes pains to reaffirm the merits

of our present taxation system.  This shows that the Government has no intention ofof our present taxation system.  This shows that the Government has no intention ofof our present taxation system.  This shows that the Government has no intention ofof our present taxation system.  This shows that the Government has no intention of

introducing great changes which, I must say, is regrettable.introducing great changes which, I must say, is regrettable.introducing great changes which, I must say, is regrettable.introducing great changes which, I must say, is regrettable.

Whether or not today's motion or amendment will be carried and the taxatioWhether or not today's motion or amendment will be carried and the taxatioWhether or not today's motion or amendment will be carried and the taxatioWhether or not today's motion or amendment will be carried and the taxation reviewn reviewn reviewn review

committee be set up eventually, there are several principles the Government shouldcommittee be set up eventually, there are several principles the Government shouldcommittee be set up eventually, there are several principles the Government shouldcommittee be set up eventually, there are several principles the Government should

take into consideration in a review of taxation:take into consideration in a review of taxation:take into consideration in a review of taxation:take into consideration in a review of taxation:

1111 A sound taxation system should be able to distribute wealth in an equitable mannerA sound taxation system should be able to distribute wealth in an equitable mannerA sound taxation system should be able to distribute wealth in an equitable mannerA sound taxation system should be able to distribute wealth in an equitable manner

so that the wealth of our society will not concentrate in the hands of a few, leavingso that the wealth of our society will not concentrate in the hands of a few, leavingso that the wealth of our society will not concentrate in the hands of a few, leavingso that the wealth of our society will not concentrate in the hands of a few, leaving

a wide gap between the rich and the poor and deepening social crisis.a wide gap between the rich and the poor and deepening social crisis.a wide gap between the rich and the poor and deepening social crisis.a wide gap between the rich and the poor and deepening social crisis.

2222 A sound taxation system should be fair and operated in a "progressive" manner,A sound taxation system should be fair and operated in a "progressive" manner,A sound taxation system should be fair and operated in a "progressive" manner,A sound taxation system should be fair and operated in a "progressive" manner,

that is to say, the more you earn, the more you pay, and the less you earn, the lessthat is to say, the more you earn, the more you pay, and the less you earn, the lessthat is to say, the more you earn, the more you pay, and the less you earn, the lessthat is to say, the more you earn, the more you pay, and the less you earn, the less

you pay.  This is in line with the principle of social justice.you pay.  This is in line with the principle of social justice.you pay.  This is in line with the principle of social justice.you pay.  This is in line with the principle of social justice.

3333 At a time of high inflation and high prices, the Government should keep its promiseAt a time of high inflation and high prices, the Government should keep its promiseAt a time of high inflation and high prices, the Government should keep its promiseAt a time of high inflation and high prices, the Government should keep its promise

of protecting the disadvantaged members of our society and as far as possible lessenof protecting the disadvantaged members of our society and as far as possible lessenof protecting the disadvantaged members of our society and as far as possible lessenof protecting the disadvantaged members of our society and as far as possible lessen

the burden of the lower class.the burden of the lower class.the burden of the lower class.the burden of the lower class.

Mr Deputy President, these are my remarks.Mr Deputy President, these are my remarks.Mr Deputy President, these are my remarks.Mr Deputy President, these are my remarks.

MR MOSES CHENG: Mr Deputy President, I rise today to speak in favour of commonsenseMR MOSES CHENG: Mr Deputy President, I rise today to speak in favour of commonsenseMR MOSES CHENG: Mr Deputy President, I rise today to speak in favour of commonsenseMR MOSES CHENG: Mr Deputy President, I rise today to speak in favour of commonsense

and a long-term vision of a better Hong Kong -- what is being recognized as in theand a long-term vision of a better Hong Kong -- what is being recognized as in theand a long-term vision of a better Hong Kong -- what is being recognized as in theand a long-term vision of a better Hong Kong -- what is being recognized as in the

best interest of the majority of the people living here.  I am stressing these notionsbest interest of the majority of the people living here.  I am stressing these notionsbest interest of the majority of the people living here.  I am stressing these notionsbest interest of the majority of the people living here.  I am stressing these notions

at the outset, because I believe that they are curiously missing in the motion andat the outset, because I believe that they are curiously missing in the motion andat the outset, because I believe that they are curiously missing in the motion andat the outset, because I believe that they are curiously missing in the motion and

the amendment before us.  I have tried very hard to understand or find logic in thisthe amendment before us.  I have tried very hard to understand or find logic in thisthe amendment before us.  I have tried very hard to understand or find logic in thisthe amendment before us.  I have tried very hard to understand or find logic in this

seemingly harmless proposal. After even the most careful scrutiny, it is simplyseemingly harmless proposal. After even the most careful scrutiny, it is simplyseemingly harmless proposal. After even the most careful scrutiny, it is simplyseemingly harmless proposal. After even the most careful scrutiny, it is simply

impossible to find the "dramatic flaw" in Hong Kong's taxation system that is implicitimpossible to find the "dramatic flaw" in Hong Kong's taxation system that is implicitimpossible to find the "dramatic flaw" in Hong Kong's taxation system that is implicitimpossible to find the "dramatic flaw" in Hong Kong's taxation system that is implicit

in this motion.  By contrast, it seems to me that almost anyone using commonsensein this motion.  By contrast, it seems to me that almost anyone using commonsensein this motion.  By contrast, it seems to me that almost anyone using commonsensein this motion.  By contrast, it seems to me that almost anyone using commonsense

as his guide can only discover the relative benefit and strong merits of the currentas his guide can only discover the relative benefit and strong merits of the currentas his guide can only discover the relative benefit and strong merits of the currentas his guide can only discover the relative benefit and strong merits of the current

system.  And I believe that we should be able to say the same of our taxation systemsystem.  And I believe that we should be able to say the same of our taxation systemsystem.  And I believe that we should be able to say the same of our taxation systemsystem.  And I believe that we should be able to say the same of our taxation system

through the remainder of this century and into the next.through the remainder of this century and into the next.through the remainder of this century and into the next.through the remainder of this century and into the next.

Our Government is in the envOur Government is in the envOur Government is in the envOur Government is in the enviable position of maintaining such standards andiable position of maintaining such standards andiable position of maintaining such standards andiable position of maintaining such standards and



accruing more than enough public funds to meet and exceed needs.  Some allege now,accruing more than enough public funds to meet and exceed needs.  Some allege now,accruing more than enough public funds to meet and exceed needs.  Some allege now,accruing more than enough public funds to meet and exceed needs.  Some allege now,

as they have time and again in the past, that we face imminent shortfall.  Yet yearas they have time and again in the past, that we face imminent shortfall.  Yet yearas they have time and again in the past, that we face imminent shortfall.  Yet yearas they have time and again in the past, that we face imminent shortfall.  Yet year

after year the facts detail robust surpluses.  Throughout the past 25 years, byafter year the facts detail robust surpluses.  Throughout the past 25 years, byafter year the facts detail robust surpluses.  Throughout the past 25 years, byafter year the facts detail robust surpluses.  Throughout the past 25 years, by

adopting the very healthy attitude of spending what can be afforded, our Governmentadopting the very healthy attitude of spending what can be afforded, our Governmentadopting the very healthy attitude of spending what can be afforded, our Governmentadopting the very healthy attitude of spending what can be afforded, our Government

should be commended for building a sufficiently comfortable cushion for our publicshould be commended for building a sufficiently comfortable cushion for our publicshould be commended for building a sufficiently comfortable cushion for our publicshould be commended for building a sufficiently comfortable cushion for our public

finance through its simple but adequate taxation system.  This year alone is expectedfinance through its simple but adequate taxation system.  This year alone is expectedfinance through its simple but adequate taxation system.  This year alone is expectedfinance through its simple but adequate taxation system.  This year alone is expected

to bring another windfall of around $8 billion.  But again the alarm bells areto bring another windfall of around $8 billion.  But again the alarm bells areto bring another windfall of around $8 billion.  But again the alarm bells areto bring another windfall of around $8 billion.  But again the alarm bells are

sounding.  It cannot be alarm ringing for commonsense --for surely the numbers dosounding.  It cannot be alarm ringing for commonsense --for surely the numbers dosounding.  It cannot be alarm ringing for commonsense --for surely the numbers dosounding.  It cannot be alarm ringing for commonsense --for surely the numbers do

not lie;  facts are stubborn things!  And alarmists do not appear to be awakeningnot lie;  facts are stubborn things!  And alarmists do not appear to be awakeningnot lie;  facts are stubborn things!  And alarmists do not appear to be awakeningnot lie;  facts are stubborn things!  And alarmists do not appear to be awakening

anyone to the sound and practical vision of our future, because it is obvious thatanyone to the sound and practical vision of our future, because it is obvious thatanyone to the sound and practical vision of our future, because it is obvious thatanyone to the sound and practical vision of our future, because it is obvious that

hindering and tinkering with economic success and job creation are at the core ofhindering and tinkering with economic success and job creation are at the core ofhindering and tinkering with economic success and job creation are at the core ofhindering and tinkering with economic success and job creation are at the core of

such vision.such vision.such vision.such vision.

What then could it be that motivates this assembly tWhat then could it be that motivates this assembly tWhat then could it be that motivates this assembly tWhat then could it be that motivates this assembly to flirt with unnecessary ando flirt with unnecessary ando flirt with unnecessary ando flirt with unnecessary and

impractical danger where success is already a standard?  I believe that it was bestimpractical danger where success is already a standard?  I believe that it was bestimpractical danger where success is already a standard?  I believe that it was bestimpractical danger where success is already a standard?  I believe that it was best

summed up in a report in last Sunday's Morning Post that taxation was deemed by somesummed up in a report in last Sunday's Morning Post that taxation was deemed by somesummed up in a report in last Sunday's Morning Post that taxation was deemed by somesummed up in a report in last Sunday's Morning Post that taxation was deemed by some

of our honourable colleagues to be a "political exercise".  I believe that taxationof our honourable colleagues to be a "political exercise".  I believe that taxationof our honourable colleagues to be a "political exercise".  I believe that taxationof our honourable colleagues to be a "political exercise".  I believe that taxation

could be a lot of things, but politicizing is definitely not one that rises to thecould be a lot of things, but politicizing is definitely not one that rises to thecould be a lot of things, but politicizing is definitely not one that rises to thecould be a lot of things, but politicizing is definitely not one that rises to the

top. It should be those positive forces which I already mentioned exist, and I intendtop. It should be those positive forces which I already mentioned exist, and I intendtop. It should be those positive forces which I already mentioned exist, and I intendtop. It should be those positive forces which I already mentioned exist, and I intend

to see that the fairness, equity, simplicity and positive growth be maintained forto see that the fairness, equity, simplicity and positive growth be maintained forto see that the fairness, equity, simplicity and positive growth be maintained forto see that the fairness, equity, simplicity and positive growth be maintained for

the long term.  These aspects have made Hong Kong great and in the immediate future,the long term.  These aspects have made Hong Kong great and in the immediate future,the long term.  These aspects have made Hong Kong great and in the immediate future,the long term.  These aspects have made Hong Kong great and in the immediate future,

while the whole world is watching the territory to gauge our stability and prospects,while the whole world is watching the territory to gauge our stability and prospects,while the whole world is watching the territory to gauge our stability and prospects,while the whole world is watching the territory to gauge our stability and prospects,

we should rededicate ourselves to support our strengths and adjust our weaknesses.we should rededicate ourselves to support our strengths and adjust our weaknesses.we should rededicate ourselves to support our strengths and adjust our weaknesses.we should rededicate ourselves to support our strengths and adjust our weaknesses.

Unfortunately no matter how well is the intent, this motion has confused the two --Unfortunately no matter how well is the intent, this motion has confused the two --Unfortunately no matter how well is the intent, this motion has confused the two --Unfortunately no matter how well is the intent, this motion has confused the two --

implying taxation is a weakness while asserting excessive politicking and uncertaintyimplying taxation is a weakness while asserting excessive politicking and uncertaintyimplying taxation is a weakness while asserting excessive politicking and uncertaintyimplying taxation is a weakness while asserting excessive politicking and uncertainty

may be a strength.  Let us not confuse ourselves, the individual citizen of Hong Kong,may be a strength.  Let us not confuse ourselves, the individual citizen of Hong Kong,may be a strength.  Let us not confuse ourselves, the individual citizen of Hong Kong,may be a strength.  Let us not confuse ourselves, the individual citizen of Hong Kong,

the business community and foreign investors without purpose.  We all know what thethe business community and foreign investors without purpose.  We all know what thethe business community and foreign investors without purpose.  We all know what thethe business community and foreign investors without purpose.  We all know what the

facts are relating to the success and strength of our taxation system.  Withfacts are relating to the success and strength of our taxation system.  Withfacts are relating to the success and strength of our taxation system.  Withfacts are relating to the success and strength of our taxation system.  With

commonsense at the forefront of dealing with minor amendments we can enhance ourcommonsense at the forefront of dealing with minor amendments we can enhance ourcommonsense at the forefront of dealing with minor amendments we can enhance ourcommonsense at the forefront of dealing with minor amendments we can enhance our

system by abandoning political posturing and move toward purposeful practical andsystem by abandoning political posturing and move toward purposeful practical andsystem by abandoning political posturing and move toward purposeful practical andsystem by abandoning political posturing and move toward purposeful practical and

pragmatic considerations.pragmatic considerations.pragmatic considerations.pragmatic considerations.

Rather than debating whether or not we should politicize and complicate that whichRather than debating whether or not we should politicize and complicate that whichRather than debating whether or not we should politicize and complicate that whichRather than debating whether or not we should politicize and complicate that which

is already simple and successful, I would like to see us devoting more energy to makingis already simple and successful, I would like to see us devoting more energy to makingis already simple and successful, I would like to see us devoting more energy to makingis already simple and successful, I would like to see us devoting more energy to making

tax collection in the status quo more comprehensive and convenient.  That is to say,tax collection in the status quo more comprehensive and convenient.  That is to say,tax collection in the status quo more comprehensive and convenient.  That is to say,tax collection in the status quo more comprehensive and convenient.  That is to say,

support continual refinement of the system, but not revolutionary reforms.  Theresupport continual refinement of the system, but not revolutionary reforms.  Theresupport continual refinement of the system, but not revolutionary reforms.  Theresupport continual refinement of the system, but not revolutionary reforms.  There

is no secret that there is a significant amount of revenue lost through avoidance,is no secret that there is a significant amount of revenue lost through avoidance,is no secret that there is a significant amount of revenue lost through avoidance,is no secret that there is a significant amount of revenue lost through avoidance,

evasion and faulty enforcement.  This is the proper starting point to strengthen ourevasion and faulty enforcement.  This is the proper starting point to strengthen ourevasion and faulty enforcement.  This is the proper starting point to strengthen ourevasion and faulty enforcement.  This is the proper starting point to strengthen our



successful system.  Next we should be more innovative in approach by making taxsuccessful system.  Next we should be more innovative in approach by making taxsuccessful system.  Next we should be more innovative in approach by making taxsuccessful system.  Next we should be more innovative in approach by making tax

payments convenient to taxpayers.  A society as technologically-oriented as Hongpayments convenient to taxpayers.  A society as technologically-oriented as Hongpayments convenient to taxpayers.  A society as technologically-oriented as Hongpayments convenient to taxpayers.  A society as technologically-oriented as Hong

Kong has little excuse of not incorporating greater convenience into collection.  IKong has little excuse of not incorporating greater convenience into collection.  IKong has little excuse of not incorporating greater convenience into collection.  IKong has little excuse of not incorporating greater convenience into collection.  I

wonder why suitable measures cannot be introduced to alleviate the hardships on awonder why suitable measures cannot be introduced to alleviate the hardships on awonder why suitable measures cannot be introduced to alleviate the hardships on awonder why suitable measures cannot be introduced to alleviate the hardships on a

lot of taxpayers of having had to make a lump sum payment at the end of the year.lot of taxpayers of having had to make a lump sum payment at the end of the year.lot of taxpayers of having had to make a lump sum payment at the end of the year.lot of taxpayers of having had to make a lump sum payment at the end of the year.

The Third Review Committee established in 1976 to review the Inland RevenueThe Third Review Committee established in 1976 to review the Inland RevenueThe Third Review Committee established in 1976 to review the Inland RevenueThe Third Review Committee established in 1976 to review the Inland Revenue

Ordinance has done a fine job in refining our tax code. The respectable results ofOrdinance has done a fine job in refining our tax code. The respectable results ofOrdinance has done a fine job in refining our tax code. The respectable results ofOrdinance has done a fine job in refining our tax code. The respectable results of

the hard work of the committee, which has maintained the positive character andthe hard work of the committee, which has maintained the positive character andthe hard work of the committee, which has maintained the positive character andthe hard work of the committee, which has maintained the positive character and

integrity of our tax code, pre-empt the need for another review committee to solelyintegrity of our tax code, pre-empt the need for another review committee to solelyintegrity of our tax code, pre-empt the need for another review committee to solelyintegrity of our tax code, pre-empt the need for another review committee to solely

satisfy political purposes. Any committee designed to keep tabs on our tax code mustsatisfy political purposes. Any committee designed to keep tabs on our tax code mustsatisfy political purposes. Any committee designed to keep tabs on our tax code mustsatisfy political purposes. Any committee designed to keep tabs on our tax code must

be oriented to its tasks, not to its "political task-masters".  There was commonsense,be oriented to its tasks, not to its "political task-masters".  There was commonsense,be oriented to its tasks, not to its "political task-masters".  There was commonsense,be oriented to its tasks, not to its "political task-masters".  There was commonsense,

logic, and long-term vision amongst our predecessors when they devised the committeelogic, and long-term vision amongst our predecessors when they devised the committeelogic, and long-term vision amongst our predecessors when they devised the committeelogic, and long-term vision amongst our predecessors when they devised the committee

as a living and progressive mechanism 16 years ago so that it could serve Hong Kong'sas a living and progressive mechanism 16 years ago so that it could serve Hong Kong'sas a living and progressive mechanism 16 years ago so that it could serve Hong Kong'sas a living and progressive mechanism 16 years ago so that it could serve Hong Kong's

best interests well into future generations.  They sought to staff that task withbest interests well into future generations.  They sought to staff that task withbest interests well into future generations.  They sought to staff that task withbest interests well into future generations.  They sought to staff that task with

the best and brightest experts they could draw from our community -- balancing publicthe best and brightest experts they could draw from our community -- balancing publicthe best and brightest experts they could draw from our community -- balancing publicthe best and brightest experts they could draw from our community -- balancing public

welfare with job creation and economic growth.  Their results are clear, their recordwelfare with job creation and economic growth.  Their results are clear, their recordwelfare with job creation and economic growth.  Their results are clear, their recordwelfare with job creation and economic growth.  Their results are clear, their record

is admirable.  One only needs to silence the rhetoric long enough to look around andis admirable.  One only needs to silence the rhetoric long enough to look around andis admirable.  One only needs to silence the rhetoric long enough to look around andis admirable.  One only needs to silence the rhetoric long enough to look around and

appreciate Hong Kong's unique effectiveness in public as well as private sectorsappreciate Hong Kong's unique effectiveness in public as well as private sectorsappreciate Hong Kong's unique effectiveness in public as well as private sectorsappreciate Hong Kong's unique effectiveness in public as well as private sectors

achievements working harmoniously in balance to the benefit of all the people.achievements working harmoniously in balance to the benefit of all the people.achievements working harmoniously in balance to the benefit of all the people.achievements working harmoniously in balance to the benefit of all the people.

The Joint Liaison Committee on Taxation appointed by the Government in recentThe Joint Liaison Committee on Taxation appointed by the Government in recentThe Joint Liaison Committee on Taxation appointed by the Government in recentThe Joint Liaison Committee on Taxation appointed by the Government in recent

years continued the good work by updating and adapting the code.  This is a shiningyears continued the good work by updating and adapting the code.  This is a shiningyears continued the good work by updating and adapting the code.  This is a shiningyears continued the good work by updating and adapting the code.  This is a shining

example of what the  Government can and should achieve in terms of professionalismexample of what the  Government can and should achieve in terms of professionalismexample of what the  Government can and should achieve in terms of professionalismexample of what the  Government can and should achieve in terms of professionalism

and forecasting.  And yet even with an enviable record of impeccable successand forecasting.  And yet even with an enviable record of impeccable successand forecasting.  And yet even with an enviable record of impeccable successand forecasting.  And yet even with an enviable record of impeccable success

attracting investment, growth, budget surpluses, job creation, preserving fairness,attracting investment, growth, budget surpluses, job creation, preserving fairness,attracting investment, growth, budget surpluses, job creation, preserving fairness,attracting investment, growth, budget surpluses, job creation, preserving fairness,

equity, and low tax burdens simultaneously, an inclination to serve special interestsequity, and low tax burdens simultaneously, an inclination to serve special interestsequity, and low tax burdens simultaneously, an inclination to serve special interestsequity, and low tax burdens simultaneously, an inclination to serve special interests

seeks to displace them.  This is an unworthy precedent in how we as an assembly manageseeks to displace them.  This is an unworthy precedent in how we as an assembly manageseeks to displace them.  This is an unworthy precedent in how we as an assembly manageseeks to displace them.  This is an unworthy precedent in how we as an assembly manage

our affairs, as we should be dedicated to the whole of Hong Kong rather than selectedour affairs, as we should be dedicated to the whole of Hong Kong rather than selectedour affairs, as we should be dedicated to the whole of Hong Kong rather than selectedour affairs, as we should be dedicated to the whole of Hong Kong rather than selected

corners.  What works best for all our citizens in both the long and short term iscorners.  What works best for all our citizens in both the long and short term iscorners.  What works best for all our citizens in both the long and short term iscorners.  What works best for all our citizens in both the long and short term is

what I propose we make our concern.  And we know what works from the past of buildingwhat I propose we make our concern.  And we know what works from the past of buildingwhat I propose we make our concern.  And we know what works from the past of buildingwhat I propose we make our concern.  And we know what works from the past of building

prosperity from the ground up -- facts are stubborn things!prosperity from the ground up -- facts are stubborn things!prosperity from the ground up -- facts are stubborn things!prosperity from the ground up -- facts are stubborn things!

I have always sought to approach our dilemmas and problems with a positive chordI have always sought to approach our dilemmas and problems with a positive chordI have always sought to approach our dilemmas and problems with a positive chordI have always sought to approach our dilemmas and problems with a positive chord

and have on many occasions pleaded for this Chamber to come together in a consensusand have on many occasions pleaded for this Chamber to come together in a consensusand have on many occasions pleaded for this Chamber to come together in a consensusand have on many occasions pleaded for this Chamber to come together in a consensus

of common cause.  On this occasion, however, the wide-eyed view that a problem existsof common cause.  On this occasion, however, the wide-eyed view that a problem existsof common cause.  On this occasion, however, the wide-eyed view that a problem existsof common cause.  On this occasion, however, the wide-eyed view that a problem exists

at all is such a faulty premise that I find it difficult to comprehend that it isat all is such a faulty premise that I find it difficult to comprehend that it isat all is such a faulty premise that I find it difficult to comprehend that it isat all is such a faulty premise that I find it difficult to comprehend that it is

necessary to devise a new and disastrously counter-productive means to correct it.necessary to devise a new and disastrously counter-productive means to correct it.necessary to devise a new and disastrously counter-productive means to correct it.necessary to devise a new and disastrously counter-productive means to correct it.



The means and motives of this motion are unsupportable in both principle and practice.The means and motives of this motion are unsupportable in both principle and practice.The means and motives of this motion are unsupportable in both principle and practice.The means and motives of this motion are unsupportable in both principle and practice.

It is my hope that the level of this discussion does not begin a greater trend towardsIt is my hope that the level of this discussion does not begin a greater trend towardsIt is my hope that the level of this discussion does not begin a greater trend towardsIt is my hope that the level of this discussion does not begin a greater trend towards

politicizing of that which is already effective, reliable and efficient.politicizing of that which is already effective, reliable and efficient.politicizing of that which is already effective, reliable and efficient.politicizing of that which is already effective, reliable and efficient.

Commonsense tells us that at a time when the world is waiting to measure our stabilityCommonsense tells us that at a time when the world is waiting to measure our stabilityCommonsense tells us that at a time when the world is waiting to measure our stabilityCommonsense tells us that at a time when the world is waiting to measure our stability

we should forge ahead with a self-refining, proven system which gleams with success,we should forge ahead with a self-refining, proven system which gleams with success,we should forge ahead with a self-refining, proven system which gleams with success,we should forge ahead with a self-refining, proven system which gleams with success,

instead of political experimentation with our children's fortune.  Simply put, "ifinstead of political experimentation with our children's fortune.  Simply put, "ifinstead of political experimentation with our children's fortune.  Simply put, "ifinstead of political experimentation with our children's fortune.  Simply put, "if

it is not broken, do not fix it".  Long-term thinking dictates that we do notit is not broken, do not fix it".  Long-term thinking dictates that we do notit is not broken, do not fix it".  Long-term thinking dictates that we do notit is not broken, do not fix it".  Long-term thinking dictates that we do not

administer our public finance by radical, short-term shifts in policy.  We owe itadminister our public finance by radical, short-term shifts in policy.  We owe itadminister our public finance by radical, short-term shifts in policy.  We owe itadminister our public finance by radical, short-term shifts in policy.  We owe it

to the future generations to build upon, strengthen and refine that which works.to the future generations to build upon, strengthen and refine that which works.to the future generations to build upon, strengthen and refine that which works.to the future generations to build upon, strengthen and refine that which works.

Mr Deputy President, using these standards as my guide, I cannot support thisMr Deputy President, using these standards as my guide, I cannot support thisMr Deputy President, using these standards as my guide, I cannot support thisMr Deputy President, using these standards as my guide, I cannot support this

motion or any that resembles it.  It is my sincere hope that such standards wouldmotion or any that resembles it.  It is my sincere hope that such standards wouldmotion or any that resembles it.  It is my sincere hope that such standards wouldmotion or any that resembles it.  It is my sincere hope that such standards would

prevail over political posturing for the sake of all of Hong Kong.  Thank You.prevail over political posturing for the sake of all of Hong Kong.  Thank You.prevail over political posturing for the sake of all of Hong Kong.  Thank You.prevail over political posturing for the sake of all of Hong Kong.  Thank You.

MR RONALD ARCULLI: Mr Deputy President, whilst the motion before the Council todayMR RONALD ARCULLI: Mr Deputy President, whilst the motion before the Council todayMR RONALD ARCULLI: Mr Deputy President, whilst the motion before the Council todayMR RONALD ARCULLI: Mr Deputy President, whilst the motion before the Council today

does not raise a new topic it does however raise an extremely important issue fordoes not raise a new topic it does however raise an extremely important issue fordoes not raise a new topic it does however raise an extremely important issue fordoes not raise a new topic it does however raise an extremely important issue for

it affects everyone and indeed every business in Hong Kong. I would therefore likeit affects everyone and indeed every business in Hong Kong. I would therefore likeit affects everyone and indeed every business in Hong Kong. I would therefore likeit affects everyone and indeed every business in Hong Kong. I would therefore like

to stress at the outset that I believe, whether one supports the motion or not, thatto stress at the outset that I believe, whether one supports the motion or not, thatto stress at the outset that I believe, whether one supports the motion or not, thatto stress at the outset that I believe, whether one supports the motion or not, that

the overriding factors we must not forget were put succinctly by my honourable andthe overriding factors we must not forget were put succinctly by my honourable andthe overriding factors we must not forget were put succinctly by my honourable andthe overriding factors we must not forget were put succinctly by my honourable and

learned colleague Mr Martin LEE in one of his speeches in the following terms andlearned colleague Mr Martin LEE in one of his speeches in the following terms andlearned colleague Mr Martin LEE in one of his speeches in the following terms andlearned colleague Mr Martin LEE in one of his speeches in the following terms and

I quote:I quote:I quote:I quote:

Mr LEE saysMr LEE saysMr LEE saysMr LEE says

"......I have said in this Council on many occasions before that Hong Kong must remain"......I have said in this Council on many occasions before that Hong Kong must remain"......I have said in this Council on many occasions before that Hong Kong must remain"......I have said in this Council on many occasions before that Hong Kong must remain

a city that encourages hard work and free enterprise and allows those who make theira city that encourages hard work and free enterprise and allows those who make theira city that encourages hard work and free enterprise and allows those who make theira city that encourages hard work and free enterprise and allows those who make their

money to keep it."money to keep it."money to keep it."money to keep it."

A little later in the same speech he continues and I quote:A little later in the same speech he continues and I quote:A little later in the same speech he continues and I quote:A little later in the same speech he continues and I quote:

"Few would contest that Hong Kong owes much of its economic success to its simple"Few would contest that Hong Kong owes much of its economic success to its simple"Few would contest that Hong Kong owes much of its economic success to its simple"Few would contest that Hong Kong owes much of its economic success to its simple

system of low taxation, the spirit of free enterprise and the overseas investmentsystem of low taxation, the spirit of free enterprise and the overseas investmentsystem of low taxation, the spirit of free enterprise and the overseas investmentsystem of low taxation, the spirit of free enterprise and the overseas investment

fostered by our low-tax system. Indeed, there are few, if any, developed economiesfostered by our low-tax system. Indeed, there are few, if any, developed economiesfostered by our low-tax system. Indeed, there are few, if any, developed economiesfostered by our low-tax system. Indeed, there are few, if any, developed economies

in the world that can match Hong Kong's low tax rates.  As we move towards 1997, itin the world that can match Hong Kong's low tax rates.  As we move towards 1997, itin the world that can match Hong Kong's low tax rates.  As we move towards 1997, itin the world that can match Hong Kong's low tax rates.  As we move towards 1997, it

is imperative that we maintain these principles of low taxation and ensure that Hongis imperative that we maintain these principles of low taxation and ensure that Hongis imperative that we maintain these principles of low taxation and ensure that Hongis imperative that we maintain these principles of low taxation and ensure that Hong

Kong will remain an attractive place for overseas companies to invest in."Kong will remain an attractive place for overseas companies to invest in."Kong will remain an attractive place for overseas companies to invest in."Kong will remain an attractive place for overseas companies to invest in."



There are of course, other factors that have contributed much to our economicThere are of course, other factors that have contributed much to our economicThere are of course, other factors that have contributed much to our economicThere are of course, other factors that have contributed much to our economic

success and growth, one such is the Government's policy of non-intervention.  Theresuccess and growth, one such is the Government's policy of non-intervention.  Theresuccess and growth, one such is the Government's policy of non-intervention.  Theresuccess and growth, one such is the Government's policy of non-intervention.  There

is, however, some doubt whether this is so for whilst the Government maintains thatis, however, some doubt whether this is so for whilst the Government maintains thatis, however, some doubt whether this is so for whilst the Government maintains thatis, however, some doubt whether this is so for whilst the Government maintains that

such a policy is still very much the order of the day the Government will intervenesuch a policy is still very much the order of the day the Government will intervenesuch a policy is still very much the order of the day the Government will intervenesuch a policy is still very much the order of the day the Government will intervene

where it believes that there is an abnormality in the market place which requireswhere it believes that there is an abnormality in the market place which requireswhere it believes that there is an abnormality in the market place which requireswhere it believes that there is an abnormality in the market place which requires

correcting.  We must nevertheless be vigilant to make sure that the exception doescorrecting.  We must nevertheless be vigilant to make sure that the exception doescorrecting.  We must nevertheless be vigilant to make sure that the exception doescorrecting.  We must nevertheless be vigilant to make sure that the exception does

not become the rule.  However, today's debate is not directly on this factor.not become the rule.  However, today's debate is not directly on this factor.not become the rule.  However, today's debate is not directly on this factor.not become the rule.  However, today's debate is not directly on this factor.

Mr Deputy President, returning to the subject before Mr Deputy President, returning to the subject before Mr Deputy President, returning to the subject before Mr Deputy President, returning to the subject before us today the motion movedus today the motion movedus today the motion movedus today the motion moved

by the Honourable Fred LI is rather simple.  There are no terms of reference or remitby the Honourable Fred LI is rather simple.  There are no terms of reference or remitby the Honourable Fred LI is rather simple.  There are no terms of reference or remitby the Honourable Fred LI is rather simple.  There are no terms of reference or remit

for the committee.  The only indications to the Government are that the committeefor the committee.  The only indications to the Government are that the committeefor the committee.  The only indications to the Government are that the committeefor the committee.  The only indications to the Government are that the committee

should represent a wide cross section of the community and it is to do a comprehensiveshould represent a wide cross section of the community and it is to do a comprehensiveshould represent a wide cross section of the community and it is to do a comprehensiveshould represent a wide cross section of the community and it is to do a comprehensive

review of the taxation system in Hong Kong.  Frankly, having read an article by Mrreview of the taxation system in Hong Kong.  Frankly, having read an article by Mrreview of the taxation system in Hong Kong.  Frankly, having read an article by Mrreview of the taxation system in Hong Kong.  Frankly, having read an article by Mr

Fred LI, I am not sure what he wants.  I know that he believes that taxation is notFred LI, I am not sure what he wants.  I know that he believes that taxation is notFred LI, I am not sure what he wants.  I know that he believes that taxation is notFred LI, I am not sure what he wants.  I know that he believes that taxation is not

merely an accounting exercise as he says it is also a political exercise. Having heardmerely an accounting exercise as he says it is also a political exercise. Having heardmerely an accounting exercise as he says it is also a political exercise. Having heardmerely an accounting exercise as he says it is also a political exercise. Having heard

his speech today I am none the wiser.  On the other hand the Honourable Frederickhis speech today I am none the wiser.  On the other hand the Honourable Frederickhis speech today I am none the wiser.  On the other hand the Honourable Frederickhis speech today I am none the wiser.  On the other hand the Honourable Frederick

FUNG's amendment is a little more to the point: he states that one of the objectivesFUNG's amendment is a little more to the point: he states that one of the objectivesFUNG's amendment is a little more to the point: he states that one of the objectivesFUNG's amendment is a little more to the point: he states that one of the objectives

of this comprehensive review is to reduce the tax burden of the lower and middle incomeof this comprehensive review is to reduce the tax burden of the lower and middle incomeof this comprehensive review is to reduce the tax burden of the lower and middle incomeof this comprehensive review is to reduce the tax burden of the lower and middle income

groups.  What is not clear is what he means by lower or middle income group.  We knowgroups.  What is not clear is what he means by lower or middle income group.  We knowgroups.  What is not clear is what he means by lower or middle income group.  We knowgroups.  What is not clear is what he means by lower or middle income group.  We know

he cannot be referring to that part of our work force that pays direct taxes.  Thehe cannot be referring to that part of our work force that pays direct taxes.  Thehe cannot be referring to that part of our work force that pays direct taxes.  Thehe cannot be referring to that part of our work force that pays direct taxes.  The

irresistible conclusion that one draws from this objective is that unless the proposalirresistible conclusion that one draws from this objective is that unless the proposalirresistible conclusion that one draws from this objective is that unless the proposalirresistible conclusion that one draws from this objective is that unless the proposal

is also to reduce expenditure the reduction in taxes will have to be made up somehow.is also to reduce expenditure the reduction in taxes will have to be made up somehow.is also to reduce expenditure the reduction in taxes will have to be made up somehow.is also to reduce expenditure the reduction in taxes will have to be made up somehow.

Mr Deputy President, I could go on analyzing the motion and proposed amendment butMr Deputy President, I could go on analyzing the motion and proposed amendment butMr Deputy President, I could go on analyzing the motion and proposed amendment butMr Deputy President, I could go on analyzing the motion and proposed amendment but

I believe that is not a particularly helpful way of contributing to this debateI believe that is not a particularly helpful way of contributing to this debateI believe that is not a particularly helpful way of contributing to this debateI believe that is not a particularly helpful way of contributing to this debate

although touching on them briefly does help to concentrate our minds on a number ofalthough touching on them briefly does help to concentrate our minds on a number ofalthough touching on them briefly does help to concentrate our minds on a number ofalthough touching on them briefly does help to concentrate our minds on a number of

questions such as: What do we hope to achieve? Are we to adhere to the principlesquestions such as: What do we hope to achieve? Are we to adhere to the principlesquestions such as: What do we hope to achieve? Are we to adhere to the principlesquestions such as: What do we hope to achieve? Are we to adhere to the principles

of a low-tax Hong Kong source-based taxation system and to encourage free enterpriseof a low-tax Hong Kong source-based taxation system and to encourage free enterpriseof a low-tax Hong Kong source-based taxation system and to encourage free enterpriseof a low-tax Hong Kong source-based taxation system and to encourage free enterprise

as a prerequisite to such a review? Or are we to depart from such established andas a prerequisite to such a review? Or are we to depart from such established andas a prerequisite to such a review? Or are we to depart from such established andas a prerequisite to such a review? Or are we to depart from such established and

valued principles? Are we to use such a review as a political exercise?  Is such avalued principles? Are we to use such a review as a political exercise?  Is such avalued principles? Are we to use such a review as a political exercise?  Is such avalued principles? Are we to use such a review as a political exercise?  Is such a

review to examine how we broaden our tax base and look at a sales tax or a goods andreview to examine how we broaden our tax base and look at a sales tax or a goods andreview to examine how we broaden our tax base and look at a sales tax or a goods andreview to examine how we broaden our tax base and look at a sales tax or a goods and

services tax or do we rule them out straightaway?  Are we to rule out the amendmentservices tax or do we rule them out straightaway?  Are we to rule out the amendmentservices tax or do we rule them out straightaway?  Are we to rule out the amendmentservices tax or do we rule them out straightaway?  Are we to rule out the amendment

proposed by Mr Frederick FUNG and if we do so what do we mean by that?  Or much moreproposed by Mr Frederick FUNG and if we do so what do we mean by that?  Or much moreproposed by Mr Frederick FUNG and if we do so what do we mean by that?  Or much moreproposed by Mr Frederick FUNG and if we do so what do we mean by that?  Or much more

to the point, should we ask ourselves whether such a review is necessary?to the point, should we ask ourselves whether such a review is necessary?to the point, should we ask ourselves whether such a review is necessary?to the point, should we ask ourselves whether such a review is necessary?

Mr DepMr DepMr DepMr Deputy President, I believe that we owe it to the people of Hong Kong and touty President, I believe that we owe it to the people of Hong Kong and touty President, I believe that we owe it to the people of Hong Kong and touty President, I believe that we owe it to the people of Hong Kong and to

the local and foreign business community to be forthright. We should call a spadethe local and foreign business community to be forthright. We should call a spadethe local and foreign business community to be forthright. We should call a spadethe local and foreign business community to be forthright. We should call a spade

a spade.  If we want to increase personal allowances and to have thesea spade.  If we want to increase personal allowances and to have thesea spade.  If we want to increase personal allowances and to have thesea spade.  If we want to increase personal allowances and to have these

inflation-linked thereby reducing revenue we should at least attempt to provide aninflation-linked thereby reducing revenue we should at least attempt to provide aninflation-linked thereby reducing revenue we should at least attempt to provide aninflation-linked thereby reducing revenue we should at least attempt to provide an



alternative source of revenue.  If we want to increase profits tax and then bringalternative source of revenue.  If we want to increase profits tax and then bringalternative source of revenue.  If we want to increase profits tax and then bringalternative source of revenue.  If we want to increase profits tax and then bring

in tax incentives or tax holidays to encourage investments in Hong Kong we must askin tax incentives or tax holidays to encourage investments in Hong Kong we must askin tax incentives or tax holidays to encourage investments in Hong Kong we must askin tax incentives or tax holidays to encourage investments in Hong Kong we must ask

ourselves whether this approach is sound.  We in Hong Kong are the envy of mostourselves whether this approach is sound.  We in Hong Kong are the envy of mostourselves whether this approach is sound.  We in Hong Kong are the envy of mostourselves whether this approach is sound.  We in Hong Kong are the envy of most

developed countries including the United States, the United Kingdom, Australia anddeveloped countries including the United States, the United Kingdom, Australia anddeveloped countries including the United States, the United Kingdom, Australia anddeveloped countries including the United States, the United Kingdom, Australia and

Canada.  We have no unemployment.  We are not in a recession.  We have a veryCanada.  We have no unemployment.  We are not in a recession.  We have a veryCanada.  We have no unemployment.  We are not in a recession.  We have a veryCanada.  We have no unemployment.  We are not in a recession.  We have a very

respectable growth rate despite a pretty dismal picture on the economic front in mostrespectable growth rate despite a pretty dismal picture on the economic front in mostrespectable growth rate despite a pretty dismal picture on the economic front in mostrespectable growth rate despite a pretty dismal picture on the economic front in most

of our trading partner countries.  We do not see able-bodied men and women holdingof our trading partner countries.  We do not see able-bodied men and women holdingof our trading partner countries.  We do not see able-bodied men and women holdingof our trading partner countries.  We do not see able-bodied men and women holding

out signs to say they are prepared to work for food.  I suspect our Budget again willout signs to say they are prepared to work for food.  I suspect our Budget again willout signs to say they are prepared to work for food.  I suspect our Budget again willout signs to say they are prepared to work for food.  I suspect our Budget again will

show a healthy surplus. We have reserves put away for a rainy day.  The quality ofshow a healthy surplus. We have reserves put away for a rainy day.  The quality ofshow a healthy surplus. We have reserves put away for a rainy day.  The quality ofshow a healthy surplus. We have reserves put away for a rainy day.  The quality of

life of our people has improved over the years and we are constantly trying to improvelife of our people has improved over the years and we are constantly trying to improvelife of our people has improved over the years and we are constantly trying to improvelife of our people has improved over the years and we are constantly trying to improve

facilities for our schools and tertiary institutions, quality of public housing, andfacilities for our schools and tertiary institutions, quality of public housing, andfacilities for our schools and tertiary institutions, quality of public housing, andfacilities for our schools and tertiary institutions, quality of public housing, and

the environment, to name a few.  We have a lot at stake.  We have much that is worththe environment, to name a few.  We have a lot at stake.  We have much that is worththe environment, to name a few.  We have a lot at stake.  We have much that is worththe environment, to name a few.  We have a lot at stake.  We have much that is worth

preserving and defending.  Should we do anything that might jeopardize the principlespreserving and defending.  Should we do anything that might jeopardize the principlespreserving and defending.  Should we do anything that might jeopardize the principlespreserving and defending.  Should we do anything that might jeopardize the principles

that have given us so many blessings?that have given us so many blessings?that have given us so many blessings?that have given us so many blessings?

All that having been said, I do not want to give the impression that our tax systemAll that having been said, I do not want to give the impression that our tax systemAll that having been said, I do not want to give the impression that our tax systemAll that having been said, I do not want to give the impression that our tax system

is perfect.  By definition it is not possible to have a perfect tax system.  Thereis perfect.  By definition it is not possible to have a perfect tax system.  Thereis perfect.  By definition it is not possible to have a perfect tax system.  Thereis perfect.  By definition it is not possible to have a perfect tax system.  There

are matters that should be looked at to see whether improvements are possible.  Indeed,are matters that should be looked at to see whether improvements are possible.  Indeed,are matters that should be looked at to see whether improvements are possible.  Indeed,are matters that should be looked at to see whether improvements are possible.  Indeed,

a number of matters have been reviewed and as a result have been changed particularlya number of matters have been reviewed and as a result have been changed particularlya number of matters have been reviewed and as a result have been changed particularlya number of matters have been reviewed and as a result have been changed particularly

to plug some unintended loopholes.  As my honourable colleagues appreciate we areto plug some unintended loopholes.  As my honourable colleagues appreciate we areto plug some unintended loopholes.  As my honourable colleagues appreciate we areto plug some unintended loopholes.  As my honourable colleagues appreciate we are

currently examining one amendment to the Inland Revenue Ordinance which if passedcurrently examining one amendment to the Inland Revenue Ordinance which if passedcurrently examining one amendment to the Inland Revenue Ordinance which if passedcurrently examining one amendment to the Inland Revenue Ordinance which if passed

by this Council will again close another loophole.  There is no disputing that changesby this Council will again close another loophole.  There is no disputing that changesby this Council will again close another loophole.  There is no disputing that changesby this Council will again close another loophole.  There is no disputing that changes

have been made over the years and there is a body of informed opinion that believeshave been made over the years and there is a body of informed opinion that believeshave been made over the years and there is a body of informed opinion that believeshave been made over the years and there is a body of informed opinion that believes

that much more can be done.  Apart from reviews that can be carried out within thethat much more can be done.  Apart from reviews that can be carried out within thethat much more can be done.  Apart from reviews that can be carried out within thethat much more can be done.  Apart from reviews that can be carried out within the

Administration there is the Joint Liaison Committee on Taxation (JLCT) whichAdministration there is the Joint Liaison Committee on Taxation (JLCT) whichAdministration there is the Joint Liaison Committee on Taxation (JLCT) whichAdministration there is the Joint Liaison Committee on Taxation (JLCT) which

currently acts as an informal advisory body to the Administration.  There have beencurrently acts as an informal advisory body to the Administration.  There have beencurrently acts as an informal advisory body to the Administration.  There have beencurrently acts as an informal advisory body to the Administration.  There have been

suggestions that the JLCT should be made a formal advisory committee with an enlargedsuggestions that the JLCT should be made a formal advisory committee with an enlargedsuggestions that the JLCT should be made a formal advisory committee with an enlargedsuggestions that the JLCT should be made a formal advisory committee with an enlarged

membership and greater transparency. The Administration should consider this butmembership and greater transparency. The Administration should consider this butmembership and greater transparency. The Administration should consider this butmembership and greater transparency. The Administration should consider this but

should not overlook three points: Firstly, if the JLCT is made too large then itsshould not overlook three points: Firstly, if the JLCT is made too large then itsshould not overlook three points: Firstly, if the JLCT is made too large then itsshould not overlook three points: Firstly, if the JLCT is made too large then its

efficiency will suffer. Secondly, transparency may be desirable but should not beefficiency will suffer. Secondly, transparency may be desirable but should not beefficiency will suffer. Secondly, transparency may be desirable but should not beefficiency will suffer. Secondly, transparency may be desirable but should not be

at the expense of losing potential revenue nor be regarded as deciding taxation policy.at the expense of losing potential revenue nor be regarded as deciding taxation policy.at the expense of losing potential revenue nor be regarded as deciding taxation policy.at the expense of losing potential revenue nor be regarded as deciding taxation policy.

Thirdly, one should not forget that the JLCT comprises largely of tax experts andThirdly, one should not forget that the JLCT comprises largely of tax experts andThirdly, one should not forget that the JLCT comprises largely of tax experts andThirdly, one should not forget that the JLCT comprises largely of tax experts and

that it may not be desirable to alter this but it should be allowed to receivethat it may not be desirable to alter this but it should be allowed to receivethat it may not be desirable to alter this but it should be allowed to receivethat it may not be desirable to alter this but it should be allowed to receive

representations or to solicit views.  The terms of reference of such a revamped JLCTrepresentations or to solicit views.  The terms of reference of such a revamped JLCTrepresentations or to solicit views.  The terms of reference of such a revamped JLCTrepresentations or to solicit views.  The terms of reference of such a revamped JLCT

should clearly state that the principles that have served Hong Kong so well must beshould clearly state that the principles that have served Hong Kong so well must beshould clearly state that the principles that have served Hong Kong so well must beshould clearly state that the principles that have served Hong Kong so well must be

adhered to.adhered to.adhered to.adhered to.

Mr Deputy President, I believe that our community understands our present low-taxMr Deputy President, I believe that our community understands our present low-taxMr Deputy President, I believe that our community understands our present low-taxMr Deputy President, I believe that our community understands our present low-tax



Hong Kong source-based system and the advantages it brings.  Our community wants HongHong Kong source-based system and the advantages it brings.  Our community wants HongHong Kong source-based system and the advantages it brings.  Our community wants HongHong Kong source-based system and the advantages it brings.  Our community wants Hong

Kong to continue to be economically successful.  We have heard it said often in andKong to continue to be economically successful.  We have heard it said often in andKong to continue to be economically successful.  We have heard it said often in andKong to continue to be economically successful.  We have heard it said often in and

outside of this Council that if we have stability in Hong Kong there is a good chanceoutside of this Council that if we have stability in Hong Kong there is a good chanceoutside of this Council that if we have stability in Hong Kong there is a good chanceoutside of this Council that if we have stability in Hong Kong there is a good chance

that prosperity will follow.  In my view this must include stability in our tax system.that prosperity will follow.  In my view this must include stability in our tax system.that prosperity will follow.  In my view this must include stability in our tax system.that prosperity will follow.  In my view this must include stability in our tax system.

A comprehensive review such as that proposed in the motion is likely to jeopardizeA comprehensive review such as that proposed in the motion is likely to jeopardizeA comprehensive review such as that proposed in the motion is likely to jeopardizeA comprehensive review such as that proposed in the motion is likely to jeopardize

such stability and before we embark on such a course a strong case should be madesuch stability and before we embark on such a course a strong case should be madesuch stability and before we embark on such a course a strong case should be madesuch stability and before we embark on such a course a strong case should be made

out.  I do not believe it has been today.  Mr Deputy President, I am unable to supportout.  I do not believe it has been today.  Mr Deputy President, I am unable to supportout.  I do not believe it has been today.  Mr Deputy President, I am unable to supportout.  I do not believe it has been today.  Mr Deputy President, I am unable to support

the motion and the amendment.the motion and the amendment.the motion and the amendment.the motion and the amendment.

MR MARTIN BARROW: Mr Deputy President,MR MARTIN BARROW: Mr Deputy President,MR MARTIN BARROW: Mr Deputy President,MR MARTIN BARROW: Mr Deputy President,

IntroductionIntroductionIntroductionIntroduction

Hong Kong is a model of a  successful capitalist economy, firstly, because ofHong Kong is a model of a  successful capitalist economy, firstly, because ofHong Kong is a model of a  successful capitalist economy, firstly, because ofHong Kong is a model of a  successful capitalist economy, firstly, because of

the Government's policy of positive non-interventionism and, secondly, because ofthe Government's policy of positive non-interventionism and, secondly, because ofthe Government's policy of positive non-interventionism and, secondly, because ofthe Government's policy of positive non-interventionism and, secondly, because of

the low-rate, source-based taxation system.  It is essential to adhere to thesethe low-rate, source-based taxation system.  It is essential to adhere to thesethe low-rate, source-based taxation system.  It is essential to adhere to thesethe low-rate, source-based taxation system.  It is essential to adhere to these

principles if Hong Kong is to maintain its competitive edge and thus its prosperity.principles if Hong Kong is to maintain its competitive edge and thus its prosperity.principles if Hong Kong is to maintain its competitive edge and thus its prosperity.principles if Hong Kong is to maintain its competitive edge and thus its prosperity.

Both are threatened by any trend, however limited, towards higher and redistributiveBoth are threatened by any trend, however limited, towards higher and redistributiveBoth are threatened by any trend, however limited, towards higher and redistributiveBoth are threatened by any trend, however limited, towards higher and redistributive

taxes.taxes.taxes.taxes.

As I said in a recent debate, the free playAs I said in a recent debate, the free playAs I said in a recent debate, the free playAs I said in a recent debate, the free play of market forces in a capitalist society of market forces in a capitalist society of market forces in a capitalist society of market forces in a capitalist society

and the economic prosperity which they generate is a far more efficient and effectiveand the economic prosperity which they generate is a far more efficient and effectiveand the economic prosperity which they generate is a far more efficient and effectiveand the economic prosperity which they generate is a far more efficient and effective

way of improving living standards for all than intervention by the Government inway of improving living standards for all than intervention by the Government inway of improving living standards for all than intervention by the Government inway of improving living standards for all than intervention by the Government in

economic activity in an attempt to divert those market forces towards particulareconomic activity in an attempt to divert those market forces towards particulareconomic activity in an attempt to divert those market forces towards particulareconomic activity in an attempt to divert those market forces towards particular

social or political goals.social or political goals.social or political goals.social or political goals.

It is economic growth that will provide resources for the better public servicesIt is economic growth that will provide resources for the better public servicesIt is economic growth that will provide resources for the better public servicesIt is economic growth that will provide resources for the better public services

that people want.  This is recognized in the Joint Declaration which reaffirms thatthat people want.  This is recognized in the Joint Declaration which reaffirms thatthat people want.  This is recognized in the Joint Declaration which reaffirms thatthat people want.  This is recognized in the Joint Declaration which reaffirms that

the Special Administrative Region will remain a capitalistic economy with a low-the Special Administrative Region will remain a capitalistic economy with a low-the Special Administrative Region will remain a capitalistic economy with a low-the Special Administrative Region will remain a capitalistic economy with a low-

tax policy.  Everything possible should be done to reinforce this, Hong Kong'stax policy.  Everything possible should be done to reinforce this, Hong Kong'stax policy.  Everything possible should be done to reinforce this, Hong Kong'stax policy.  Everything possible should be done to reinforce this, Hong Kong's

greatest strength.greatest strength.greatest strength.greatest strength.

The proposed comprehensive reviewThe proposed comprehensive reviewThe proposed comprehensive reviewThe proposed comprehensive review

Suggestions that there should be a comprehensive review of the taxatiSuggestions that there should be a comprehensive review of the taxatiSuggestions that there should be a comprehensive review of the taxatiSuggestions that there should be a comprehensive review of the taxation systemon systemon systemon system

in Hong Kong are not new.   However, the motive for this debate is less clear.  Inin Hong Kong are not new.   However, the motive for this debate is less clear.  Inin Hong Kong are not new.   However, the motive for this debate is less clear.  Inin Hong Kong are not new.   However, the motive for this debate is less clear.  In

reality, is this not the wolf of redistribution of wealth hidden in the sheep'sreality, is this not the wolf of redistribution of wealth hidden in the sheep'sreality, is this not the wolf of redistribution of wealth hidden in the sheep'sreality, is this not the wolf of redistribution of wealth hidden in the sheep's



clothing of a review? However, there is every possibility that the review, if it ledclothing of a review? However, there is every possibility that the review, if it ledclothing of a review? However, there is every possibility that the review, if it ledclothing of a review? However, there is every possibility that the review, if it led

to a sales tax, could affect the very people about whom Mr LI and Mr FUNG may beto a sales tax, could affect the very people about whom Mr LI and Mr FUNG may beto a sales tax, could affect the very people about whom Mr LI and Mr FUNG may beto a sales tax, could affect the very people about whom Mr LI and Mr FUNG may be

concerned.concerned.concerned.concerned.

There has been talk recently about narrowing the gap between rich and poor. Surely,There has been talk recently about narrowing the gap between rich and poor. Surely,There has been talk recently about narrowing the gap between rich and poor. Surely,There has been talk recently about narrowing the gap between rich and poor. Surely,

Mr Deputy President, that must be recognized as outdated dogma; long since discredited.Mr Deputy President, that must be recognized as outdated dogma; long since discredited.Mr Deputy President, that must be recognized as outdated dogma; long since discredited.Mr Deputy President, that must be recognized as outdated dogma; long since discredited.

What we should be doing is building economic prosperity that will bring up livingWhat we should be doing is building economic prosperity that will bring up livingWhat we should be doing is building economic prosperity that will bring up livingWhat we should be doing is building economic prosperity that will bring up living

standards for all; attempts to narrow the gap will only bring down the average ofstandards for all; attempts to narrow the gap will only bring down the average ofstandards for all; attempts to narrow the gap will only bring down the average ofstandards for all; attempts to narrow the gap will only bring down the average of

all.  By way of example, I would point out that not only is the gap in the formerall.  By way of example, I would point out that not only is the gap in the formerall.  By way of example, I would point out that not only is the gap in the formerall.  By way of example, I would point out that not only is the gap in the former

socialist Soviet Union far larger than the gap in capitalist United States, but 50socialist Soviet Union far larger than the gap in capitalist United States, but 50socialist Soviet Union far larger than the gap in capitalist United States, but 50socialist Soviet Union far larger than the gap in capitalist United States, but 50

years of redistribution of wealth have left many of the Russian people unable to feedyears of redistribution of wealth have left many of the Russian people unable to feedyears of redistribution of wealth have left many of the Russian people unable to feedyears of redistribution of wealth have left many of the Russian people unable to feed

their families.their families.their families.their families.

Apart from the income gap, three other reasons are offered for a rApart from the income gap, three other reasons are offered for a rApart from the income gap, three other reasons are offered for a rApart from the income gap, three other reasons are offered for a review of theeview of theeview of theeview of the

tax system.  None of them are compelling.  Firstly, more progressive tax system, yettax system.  None of them are compelling.  Firstly, more progressive tax system, yettax system.  None of them are compelling.  Firstly, more progressive tax system, yettax system.  None of them are compelling.  Firstly, more progressive tax system, yet

it is progressive tax systems which kill incentive and destroy tax simplicity.  Itit is progressive tax systems which kill incentive and destroy tax simplicity.  Itit is progressive tax systems which kill incentive and destroy tax simplicity.  Itit is progressive tax systems which kill incentive and destroy tax simplicity.  It

is suggested profits tax is "exceptionally low".  Given the myriad of tax breaks,is suggested profits tax is "exceptionally low".  Given the myriad of tax breaks,is suggested profits tax is "exceptionally low".  Given the myriad of tax breaks,is suggested profits tax is "exceptionally low".  Given the myriad of tax breaks,

tax holidays and tax write-offs offered by other jurisdictions this is far from true.tax holidays and tax write-offs offered by other jurisdictions this is far from true.tax holidays and tax write-offs offered by other jurisdictions this is far from true.tax holidays and tax write-offs offered by other jurisdictions this is far from true.

Hong Kong needs a low and stable tax system to remain attractive to investors.  AndHong Kong needs a low and stable tax system to remain attractive to investors.  AndHong Kong needs a low and stable tax system to remain attractive to investors.  AndHong Kong needs a low and stable tax system to remain attractive to investors.  And

finally, it is argued that indirect taxes are too narrow.  There is hardly a needfinally, it is argued that indirect taxes are too narrow.  There is hardly a needfinally, it is argued that indirect taxes are too narrow.  There is hardly a needfinally, it is argued that indirect taxes are too narrow.  There is hardly a need

for a wide ranging review of the tax system to look at that simple proposition.  Thefor a wide ranging review of the tax system to look at that simple proposition.  Thefor a wide ranging review of the tax system to look at that simple proposition.  Thefor a wide ranging review of the tax system to look at that simple proposition.  The

stated reasons for a review fall down on all counts, exposing the real purpose ofstated reasons for a review fall down on all counts, exposing the real purpose ofstated reasons for a review fall down on all counts, exposing the real purpose ofstated reasons for a review fall down on all counts, exposing the real purpose of

this debate -- merely to maximize political capital out of the tax issue.this debate -- merely to maximize political capital out of the tax issue.this debate -- merely to maximize political capital out of the tax issue.this debate -- merely to maximize political capital out of the tax issue.

The current taxation systemThe current taxation systemThe current taxation systemThe current taxation system

The key features of Hong Kong's current taxation system have been well rehearsed.The key features of Hong Kong's current taxation system have been well rehearsed.The key features of Hong Kong's current taxation system have been well rehearsed.The key features of Hong Kong's current taxation system have been well rehearsed.

But one needs to restate its great strengths of simplicity and clarity.  They areBut one needs to restate its great strengths of simplicity and clarity.  They areBut one needs to restate its great strengths of simplicity and clarity.  They areBut one needs to restate its great strengths of simplicity and clarity.  They are

the envy of our competitors, who are steadily reducing their tax levels.the envy of our competitors, who are steadily reducing their tax levels.the envy of our competitors, who are steadily reducing their tax levels.the envy of our competitors, who are steadily reducing their tax levels.

The current Hong Kong source system is fundamental to the continued success ofThe current Hong Kong source system is fundamental to the continued success ofThe current Hong Kong source system is fundamental to the continued success ofThe current Hong Kong source system is fundamental to the continued success of

Hong Kong's entrepot role and as a centre of international business.  A hint of changeHong Kong's entrepot role and as a centre of international business.  A hint of changeHong Kong's entrepot role and as a centre of international business.  A hint of changeHong Kong's entrepot role and as a centre of international business.  A hint of change

will only result in business moving away from Hong Kong.  Furthermore, the high levelwill only result in business moving away from Hong Kong.  Furthermore, the high levelwill only result in business moving away from Hong Kong.  Furthermore, the high levelwill only result in business moving away from Hong Kong.  Furthermore, the high level

of exemption means that many wage earners pay little or no tax as mentioned earlierof exemption means that many wage earners pay little or no tax as mentioned earlierof exemption means that many wage earners pay little or no tax as mentioned earlierof exemption means that many wage earners pay little or no tax as mentioned earlier

by the Financial Secretary.  There is no evidence, Mr Deputy President, that theby the Financial Secretary.  There is no evidence, Mr Deputy President, that theby the Financial Secretary.  There is no evidence, Mr Deputy President, that theby the Financial Secretary.  There is no evidence, Mr Deputy President, that the

present taxation system cannot cope with changing socio-economic conditions.present taxation system cannot cope with changing socio-economic conditions.present taxation system cannot cope with changing socio-economic conditions.present taxation system cannot cope with changing socio-economic conditions.

The sales taxThe sales taxThe sales taxThe sales tax



Recent media articles have implied that a review should focus on the indirectRecent media articles have implied that a review should focus on the indirectRecent media articles have implied that a review should focus on the indirectRecent media articles have implied that a review should focus on the indirect

tax issue and it is worth restating some of the key points.  The Government hastax issue and it is worth restating some of the key points.  The Government hastax issue and it is worth restating some of the key points.  The Government hastax issue and it is worth restating some of the key points.  The Government has

suggested that when other sources of revenue decline, a sales tax would stabilizesuggested that when other sources of revenue decline, a sales tax would stabilizesuggested that when other sources of revenue decline, a sales tax would stabilizesuggested that when other sources of revenue decline, a sales tax would stabilize

its revenue.  This may well not be correct because earnings taxes and sales taxesits revenue.  This may well not be correct because earnings taxes and sales taxesits revenue.  This may well not be correct because earnings taxes and sales taxesits revenue.  This may well not be correct because earnings taxes and sales taxes

are essentially drawn from the the same source.  People's earnings are related toare essentially drawn from the the same source.  People's earnings are related toare essentially drawn from the the same source.  People's earnings are related toare essentially drawn from the the same source.  People's earnings are related to

their expenditure and if their earnings are low, purchases of items targeted by thetheir expenditure and if their earnings are low, purchases of items targeted by thetheir expenditure and if their earnings are low, purchases of items targeted by thetheir expenditure and if their earnings are low, purchases of items targeted by the

sales tax will also be reduced.  Thus government revenue from both earnings tax andsales tax will also be reduced.  Thus government revenue from both earnings tax andsales tax will also be reduced.  Thus government revenue from both earnings tax andsales tax will also be reduced.  Thus government revenue from both earnings tax and

sales tax would go up or down at the same time.sales tax would go up or down at the same time.sales tax would go up or down at the same time.sales tax would go up or down at the same time.

Nevertheless, there are suggestions from those proponents of a tax review thatNevertheless, there are suggestions from those proponents of a tax review thatNevertheless, there are suggestions from those proponents of a tax review thatNevertheless, there are suggestions from those proponents of a tax review that

a luxury tax should be a key element.  Tourism expenditure is equivalent to 7% ofa luxury tax should be a key element.  Tourism expenditure is equivalent to 7% ofa luxury tax should be a key element.  Tourism expenditure is equivalent to 7% ofa luxury tax should be a key element.  Tourism expenditure is equivalent to 7% of

our GDP and the tourism industry is, of course, strongly opposed to any suchour GDP and the tourism industry is, of course, strongly opposed to any suchour GDP and the tourism industry is, of course, strongly opposed to any suchour GDP and the tourism industry is, of course, strongly opposed to any such

development. One of Hong Kong's biggest attractions is that it is a duty-free port.development. One of Hong Kong's biggest attractions is that it is a duty-free port.development. One of Hong Kong's biggest attractions is that it is a duty-free port.development. One of Hong Kong's biggest attractions is that it is a duty-free port.

Introduction of a luxury or sales tax would destroy that image and at the same timeIntroduction of a luxury or sales tax would destroy that image and at the same timeIntroduction of a luxury or sales tax would destroy that image and at the same timeIntroduction of a luxury or sales tax would destroy that image and at the same time

enhance the competitiveness of other travel destinations.  Once its competitive edgeenhance the competitiveness of other travel destinations.  Once its competitive edgeenhance the competitiveness of other travel destinations.  Once its competitive edgeenhance the competitiveness of other travel destinations.  Once its competitive edge

is lost, experience shows it is extremely difficult and expensive to correct anyis lost, experience shows it is extremely difficult and expensive to correct anyis lost, experience shows it is extremely difficult and expensive to correct anyis lost, experience shows it is extremely difficult and expensive to correct any

negative impression.negative impression.negative impression.negative impression.

Past experience both in Hong Kong and elsewhere suggests thPast experience both in Hong Kong and elsewhere suggests thPast experience both in Hong Kong and elsewhere suggests thPast experience both in Hong Kong and elsewhere suggests that sharply higherat sharply higherat sharply higherat sharply higher

taxation on luxury products may well end up in a lower level of income for thetaxation on luxury products may well end up in a lower level of income for thetaxation on luxury products may well end up in a lower level of income for thetaxation on luxury products may well end up in a lower level of income for the

Government.Government.Government.Government.

ConclusionConclusionConclusionConclusion

In conclusion, Mr Deputy President, a comprehensive review at this time will beIn conclusion, Mr Deputy President, a comprehensive review at this time will beIn conclusion, Mr Deputy President, a comprehensive review at this time will beIn conclusion, Mr Deputy President, a comprehensive review at this time will be

time-consuming and expensive, and will be divisive.  At a time when Hong Kong is beingtime-consuming and expensive, and will be divisive.  At a time when Hong Kong is beingtime-consuming and expensive, and will be divisive.  At a time when Hong Kong is beingtime-consuming and expensive, and will be divisive.  At a time when Hong Kong is being

vigorously promoted overseas, a review will create an air of uncertainty over Hongvigorously promoted overseas, a review will create an air of uncertainty over Hongvigorously promoted overseas, a review will create an air of uncertainty over Hongvigorously promoted overseas, a review will create an air of uncertainty over Hong

Kong's future as an international business centre.Kong's future as an international business centre.Kong's future as an international business centre.Kong's future as an international business centre.

My recommendation is that the Government should resist the review and insteadMy recommendation is that the Government should resist the review and insteadMy recommendation is that the Government should resist the review and insteadMy recommendation is that the Government should resist the review and instead

should concentrate on other areas:should concentrate on other areas:should concentrate on other areas:should concentrate on other areas:

(i)(i)(i)(i) they should pursue increased efficiency in productivity throughout thethey should pursue increased efficiency in productivity throughout thethey should pursue increased efficiency in productivity throughout thethey should pursue increased efficiency in productivity throughout the

Government to minimize costs.  I welcome the recent announcement by the SecretaryGovernment to minimize costs.  I welcome the recent announcement by the SecretaryGovernment to minimize costs.  I welcome the recent announcement by the SecretaryGovernment to minimize costs.  I welcome the recent announcement by the Secretary

for the Civil Service that the Government is to set up a new "efficiency unit" andfor the Civil Service that the Government is to set up a new "efficiency unit" andfor the Civil Service that the Government is to set up a new "efficiency unit" andfor the Civil Service that the Government is to set up a new "efficiency unit" and

I look forward to hearing reports of its progress.I look forward to hearing reports of its progress.I look forward to hearing reports of its progress.I look forward to hearing reports of its progress.

(ii)(ii)(ii)(ii) they should improve the mechanics of the existing system, especially inthey should improve the mechanics of the existing system, especially inthey should improve the mechanics of the existing system, especially inthey should improve the mechanics of the existing system, especially in



the areas of tax avoidance and tax rulings.the areas of tax avoidance and tax rulings.the areas of tax avoidance and tax rulings.the areas of tax avoidance and tax rulings.

(iii)(iii)(iii)(iii) they should vigorously pursue privatization as a potential majthey should vigorously pursue privatization as a potential majthey should vigorously pursue privatization as a potential majthey should vigorously pursue privatization as a potential major sourceor sourceor sourceor source

of revenue.  I hope the Financial Secretary will be referring to this during hisof revenue.  I hope the Financial Secretary will be referring to this during hisof revenue.  I hope the Financial Secretary will be referring to this during hisof revenue.  I hope the Financial Secretary will be referring to this during his

forthcoming Budget speech.  I urge him to look at the success of privatization inforthcoming Budget speech.  I urge him to look at the success of privatization inforthcoming Budget speech.  I urge him to look at the success of privatization inforthcoming Budget speech.  I urge him to look at the success of privatization in

the United Kingdom and the fact that their example has been followed in other partsthe United Kingdom and the fact that their example has been followed in other partsthe United Kingdom and the fact that their example has been followed in other partsthe United Kingdom and the fact that their example has been followed in other parts

of the world.  In 1979, nationalized industries accounted for 11% of the Unitedof the world.  In 1979, nationalized industries accounted for 11% of the Unitedof the world.  In 1979, nationalized industries accounted for 11% of the Unitedof the world.  In 1979, nationalized industries accounted for 11% of the United

Kingdom's GDP; they are now 3%. Privatization proceeds have amounted to  � 44 billionKingdom's GDP; they are now 3%. Privatization proceeds have amounted to  � 44 billionKingdom's GDP; they are now 3%. Privatization proceeds have amounted to  � 44 billionKingdom's GDP; they are now 3%. Privatization proceeds have amounted to  � 44 billion

and if the current government continues in office, they hope to realize a furtherand if the current government continues in office, they hope to realize a furtherand if the current government continues in office, they hope to realize a furtherand if the current government continues in office, they hope to realize a further

� 20 billion by 1995.  If Hong Kong could follow this pattern, perhaps we could even� 20 billion by 1995.  If Hong Kong could follow this pattern, perhaps we could even� 20 billion by 1995.  If Hong Kong could follow this pattern, perhaps we could even� 20 billion by 1995.  If Hong Kong could follow this pattern, perhaps we could even

look to lower taxes!look to lower taxes!look to lower taxes!look to lower taxes!

With these words, Mr Deputy President, I oppose both the original motion and theWith these words, Mr Deputy President, I oppose both the original motion and theWith these words, Mr Deputy President, I oppose both the original motion and theWith these words, Mr Deputy President, I oppose both the original motion and the

proposed amendment.proposed amendment.proposed amendment.proposed amendment.

MR JIMMY McGREGOR: Mr Deputy President, the Hong Kong General Chamber of CommerceMR JIMMY McGREGOR: Mr Deputy President, the Hong Kong General Chamber of CommerceMR JIMMY McGREGOR: Mr Deputy President, the Hong Kong General Chamber of CommerceMR JIMMY McGREGOR: Mr Deputy President, the Hong Kong General Chamber of Commerce

has submitted its views on the question of a major taxation review to the Government.has submitted its views on the question of a major taxation review to the Government.has submitted its views on the question of a major taxation review to the Government.has submitted its views on the question of a major taxation review to the Government.

I do not want to waste the time of this Council nor that of the Government by repeatingI do not want to waste the time of this Council nor that of the Government by repeatingI do not want to waste the time of this Council nor that of the Government by repeatingI do not want to waste the time of this Council nor that of the Government by repeating

the various assertions made in that submission.  It is sufficient to say that thethe various assertions made in that submission.  It is sufficient to say that thethe various assertions made in that submission.  It is sufficient to say that thethe various assertions made in that submission.  It is sufficient to say that the

Chamber -- and it is my impression that the Chamber in this instance speaks for allChamber -- and it is my impression that the Chamber in this instance speaks for allChamber -- and it is my impression that the Chamber in this instance speaks for allChamber -- and it is my impression that the Chamber in this instance speaks for all

business people in Hong Kong -- does not believe that a tax review is necessary, norbusiness people in Hong Kong -- does not believe that a tax review is necessary, norbusiness people in Hong Kong -- does not believe that a tax review is necessary, norbusiness people in Hong Kong -- does not believe that a tax review is necessary, nor

indeed advisable, at the present time.  I agree with that view.indeed advisable, at the present time.  I agree with that view.indeed advisable, at the present time.  I agree with that view.indeed advisable, at the present time.  I agree with that view.

During the many years in which I took part in direct promotion of foreignDuring the many years in which I took part in direct promotion of foreignDuring the many years in which I took part in direct promotion of foreignDuring the many years in which I took part in direct promotion of foreign

investment in Hong Kong's trade and industry I travelled to many countries andinvestment in Hong Kong's trade and industry I travelled to many countries andinvestment in Hong Kong's trade and industry I travelled to many countries andinvestment in Hong Kong's trade and industry I travelled to many countries and

interviewed senior officials of many large foreign companies stating an interest ininterviewed senior officials of many large foreign companies stating an interest ininterviewed senior officials of many large foreign companies stating an interest ininterviewed senior officials of many large foreign companies stating an interest in

locating in Hong Kong.  One of their principal interests was Hong Kong's taxationlocating in Hong Kong.  One of their principal interests was Hong Kong's taxationlocating in Hong Kong.  One of their principal interests was Hong Kong's taxationlocating in Hong Kong.  One of their principal interests was Hong Kong's taxation

system and the current levels of tax. Another was the established performance of thesystem and the current levels of tax. Another was the established performance of thesystem and the current levels of tax. Another was the established performance of thesystem and the current levels of tax. Another was the established performance of the

Hong Kong Government in maintaining a low tax base and in ensuring that changes withinHong Kong Government in maintaining a low tax base and in ensuring that changes withinHong Kong Government in maintaining a low tax base and in ensuring that changes withinHong Kong Government in maintaining a low tax base and in ensuring that changes within

the tax system were neither radical nor substantial.  Companies encouraged to comethe tax system were neither radical nor substantial.  Companies encouraged to comethe tax system were neither radical nor substantial.  Companies encouraged to comethe tax system were neither radical nor substantial.  Companies encouraged to come

here could be sure that the tax system would remain attractive and would not changehere could be sure that the tax system would remain attractive and would not changehere could be sure that the tax system would remain attractive and would not changehere could be sure that the tax system would remain attractive and would not change

greatly as the years went on.  Many, many foreign companies are in Hong Kong rightgreatly as the years went on.  Many, many foreign companies are in Hong Kong rightgreatly as the years went on.  Many, many foreign companies are in Hong Kong rightgreatly as the years went on.  Many, many foreign companies are in Hong Kong right

now because of our tax system.now because of our tax system.now because of our tax system.now because of our tax system.

I therefore totally disagree on this point with the Honourable Frederick FUNG.I therefore totally disagree on this point with the Honourable Frederick FUNG.I therefore totally disagree on this point with the Honourable Frederick FUNG.I therefore totally disagree on this point with the Honourable Frederick FUNG.

These companies have hugely contributed to Hong Kong's rapid economic developmentThese companies have hugely contributed to Hong Kong's rapid economic developmentThese companies have hugely contributed to Hong Kong's rapid economic developmentThese companies have hugely contributed to Hong Kong's rapid economic development

over the last four decades.  They have consistently reinvested their profits inover the last four decades.  They have consistently reinvested their profits inover the last four decades.  They have consistently reinvested their profits inover the last four decades.  They have consistently reinvested their profits in



expanding their Hong Kong interests and their directly related operations inexpanding their Hong Kong interests and their directly related operations inexpanding their Hong Kong interests and their directly related operations inexpanding their Hong Kong interests and their directly related operations in

neighbouring countries.neighbouring countries.neighbouring countries.neighbouring countries.

During my government years I carried out several surveys personally to determineDuring my government years I carried out several surveys personally to determineDuring my government years I carried out several surveys personally to determineDuring my government years I carried out several surveys personally to determine

the relative attractions for foreign companies in operating in Hong Kong as opposedthe relative attractions for foreign companies in operating in Hong Kong as opposedthe relative attractions for foreign companies in operating in Hong Kong as opposedthe relative attractions for foreign companies in operating in Hong Kong as opposed

to Singapore, Taiwan, South Korea and other Asian countries competing for foreignto Singapore, Taiwan, South Korea and other Asian countries competing for foreignto Singapore, Taiwan, South Korea and other Asian countries competing for foreignto Singapore, Taiwan, South Korea and other Asian countries competing for foreign

investment.  Repeatedly, I found that the Hong Kong tax system and structure was ainvestment.  Repeatedly, I found that the Hong Kong tax system and structure was ainvestment.  Repeatedly, I found that the Hong Kong tax system and structure was ainvestment.  Repeatedly, I found that the Hong Kong tax system and structure was a

major element in our attraction to these companies.  That is one of the principalmajor element in our attraction to these companies.  That is one of the principalmajor element in our attraction to these companies.  That is one of the principalmajor element in our attraction to these companies.  That is one of the principal

advantages which we have always enjoyed.advantages which we have always enjoyed.advantages which we have always enjoyed.advantages which we have always enjoyed.

We have far more local companies than foreign companies, however. What do theWe have far more local companies than foreign companies, however. What do theWe have far more local companies than foreign companies, however. What do theWe have far more local companies than foreign companies, however. What do the

local companies think?  Every survey carried out by the Government and by otherlocal companies think?  Every survey carried out by the Government and by otherlocal companies think?  Every survey carried out by the Government and by otherlocal companies think?  Every survey carried out by the Government and by other

institutions in Hong Kong indicated corporate satisfaction with the general featuresinstitutions in Hong Kong indicated corporate satisfaction with the general featuresinstitutions in Hong Kong indicated corporate satisfaction with the general featuresinstitutions in Hong Kong indicated corporate satisfaction with the general features

of our tax system.  There are screams of agony from those affected by small increasesof our tax system.  There are screams of agony from those affected by small increasesof our tax system.  There are screams of agony from those affected by small increasesof our tax system.  There are screams of agony from those affected by small increases

in tax from time to time but these are not against the tax system as such.in tax from time to time but these are not against the tax system as such.in tax from time to time but these are not against the tax system as such.in tax from time to time but these are not against the tax system as such.

The Hong Kong tax system is geared to an expanding economy. The Hong Kong tax system is geared to an expanding economy. The Hong Kong tax system is geared to an expanding economy. The Hong Kong tax system is geared to an expanding economy.  It directly promotes It directly promotes It directly promotes It directly promotes

expansion and the extra revenue that natural expansion will provide. There is abundantexpansion and the extra revenue that natural expansion will provide. There is abundantexpansion and the extra revenue that natural expansion will provide. There is abundantexpansion and the extra revenue that natural expansion will provide. There is abundant

evidence over several decades that this principle is sound and that it has workedevidence over several decades that this principle is sound and that it has workedevidence over several decades that this principle is sound and that it has workedevidence over several decades that this principle is sound and that it has worked

tremendously well.  We have an economy second to none in the world.  We have notremendously well.  We have an economy second to none in the world.  We have notremendously well.  We have an economy second to none in the world.  We have notremendously well.  We have an economy second to none in the world.  We have no

national debt.  We are financing a massive expansion of our infrastructural andnational debt.  We are financing a massive expansion of our infrastructural andnational debt.  We are financing a massive expansion of our infrastructural andnational debt.  We are financing a massive expansion of our infrastructural and

institutional systems, preparing the way for an even larger expansion in future.  Ourinstitutional systems, preparing the way for an even larger expansion in future.  Ourinstitutional systems, preparing the way for an even larger expansion in future.  Ourinstitutional systems, preparing the way for an even larger expansion in future.  Our

overall standard of living has risen steadily throughout the years.  Despiteoverall standard of living has risen steadily throughout the years.  Despiteoverall standard of living has risen steadily throughout the years.  Despiteoverall standard of living has risen steadily throughout the years.  Despite

statement to the contrary, we have never had to depend upon foreign aid. This is juststatement to the contrary, we have never had to depend upon foreign aid. This is juststatement to the contrary, we have never had to depend upon foreign aid. This is juststatement to the contrary, we have never had to depend upon foreign aid. This is just

as well since we were unlikely to have got any.as well since we were unlikely to have got any.as well since we were unlikely to have got any.as well since we were unlikely to have got any.

Our economy is still expanding despite considerable worries and problems arisingOur economy is still expanding despite considerable worries and problems arisingOur economy is still expanding despite considerable worries and problems arisingOur economy is still expanding despite considerable worries and problems arising

from 1997 and a transition to a Special Administration Region.  With Chinese support,from 1997 and a transition to a Special Administration Region.  With Chinese support,from 1997 and a transition to a Special Administration Region.  With Chinese support,from 1997 and a transition to a Special Administration Region.  With Chinese support,

we will make the transition successfully and begin a new phase of our economicwe will make the transition successfully and begin a new phase of our economicwe will make the transition successfully and begin a new phase of our economicwe will make the transition successfully and begin a new phase of our economic

expansion.expansion.expansion.expansion.

The Financial Secretary, in his wisdom, has to adjust taxes now and again.  InThe Financial Secretary, in his wisdom, has to adjust taxes now and again.  InThe Financial Secretary, in his wisdom, has to adjust taxes now and again.  InThe Financial Secretary, in his wisdom, has to adjust taxes now and again.  In

recent years, taxes have been adjusted downwards as well as upwards and it has beenrecent years, taxes have been adjusted downwards as well as upwards and it has beenrecent years, taxes have been adjusted downwards as well as upwards and it has beenrecent years, taxes have been adjusted downwards as well as upwards and it has been

quite clear that he has tried to maintain a balance between economic expansion andquite clear that he has tried to maintain a balance between economic expansion andquite clear that he has tried to maintain a balance between economic expansion andquite clear that he has tried to maintain a balance between economic expansion and

social development.  It is also clear that the government policy that economic growthsocial development.  It is also clear that the government policy that economic growthsocial development.  It is also clear that the government policy that economic growthsocial development.  It is also clear that the government policy that economic growth

must provide the wherewithal for social expenditure has not changed.  In my view,must provide the wherewithal for social expenditure has not changed.  In my view,must provide the wherewithal for social expenditure has not changed.  In my view,must provide the wherewithal for social expenditure has not changed.  In my view,

there is no need for it to do so now.there is no need for it to do so now.there is no need for it to do so now.there is no need for it to do so now.



With respect to some of my colleagues in this Council, I cannot see how theWith respect to some of my colleagues in this Council, I cannot see how theWith respect to some of my colleagues in this Council, I cannot see how theWith respect to some of my colleagues in this Council, I cannot see how the

Financial Secretary can be asked to increase corporate tax when there is no apparentFinancial Secretary can be asked to increase corporate tax when there is no apparentFinancial Secretary can be asked to increase corporate tax when there is no apparentFinancial Secretary can be asked to increase corporate tax when there is no apparent

need for such an increase; when our tax system is producing enough revenue to provideneed for such an increase; when our tax system is producing enough revenue to provideneed for such an increase; when our tax system is producing enough revenue to provideneed for such an increase; when our tax system is producing enough revenue to provide

a substantial surplus almost every year and a cumulative surplus of very largea substantial surplus almost every year and a cumulative surplus of very largea substantial surplus almost every year and a cumulative surplus of very largea substantial surplus almost every year and a cumulative surplus of very large

dimensions; and when our reserves are very healthy indeed.dimensions; and when our reserves are very healthy indeed.dimensions; and when our reserves are very healthy indeed.dimensions; and when our reserves are very healthy indeed.

If this situation changes then there may bIf this situation changes then there may bIf this situation changes then there may bIf this situation changes then there may be some case for the Government toe some case for the Government toe some case for the Government toe some case for the Government to

consider how best to increase revenue and/or reduce expenditure by the expansion ofconsider how best to increase revenue and/or reduce expenditure by the expansion ofconsider how best to increase revenue and/or reduce expenditure by the expansion ofconsider how best to increase revenue and/or reduce expenditure by the expansion of

existing taxes or even the introduction of new taxes, although, here again, thereexisting taxes or even the introduction of new taxes, although, here again, thereexisting taxes or even the introduction of new taxes, although, here again, thereexisting taxes or even the introduction of new taxes, although, here again, there

are well established guidelines to follow, not the least of which is the ratioare well established guidelines to follow, not the least of which is the ratioare well established guidelines to follow, not the least of which is the ratioare well established guidelines to follow, not the least of which is the ratio

generally established between direct and indirect taxes.generally established between direct and indirect taxes.generally established between direct and indirect taxes.generally established between direct and indirect taxes.

I also want to remind the Financial Secretary that one of his predecessors placedI also want to remind the Financial Secretary that one of his predecessors placedI also want to remind the Financial Secretary that one of his predecessors placedI also want to remind the Financial Secretary that one of his predecessors placed

an ad valorem tax on cosmetics in 1985, stating that it was a temporary tax and thatan ad valorem tax on cosmetics in 1985, stating that it was a temporary tax and thatan ad valorem tax on cosmetics in 1985, stating that it was a temporary tax and thatan ad valorem tax on cosmetics in 1985, stating that it was a temporary tax and that

it would be removed as soon as a balanced government account could be achieved.  Theit would be removed as soon as a balanced government account could be achieved.  Theit would be removed as soon as a balanced government account could be achieved.  Theit would be removed as soon as a balanced government account could be achieved.  The

Government has had a surplus almost every year since then yet last year Sir PiersGovernment has had a surplus almost every year since then yet last year Sir PiersGovernment has had a surplus almost every year since then yet last year Sir PiersGovernment has had a surplus almost every year since then yet last year Sir Piers

JACOBS increased the tax from 25% to 30%.  There is considerable evidence to showJACOBS increased the tax from 25% to 30%.  There is considerable evidence to showJACOBS increased the tax from 25% to 30%.  There is considerable evidence to showJACOBS increased the tax from 25% to 30%.  There is considerable evidence to show

that the effect of the tax has been damaging to the cosmetics trade and industry inthat the effect of the tax has been damaging to the cosmetics trade and industry inthat the effect of the tax has been damaging to the cosmetics trade and industry inthat the effect of the tax has been damaging to the cosmetics trade and industry in

Hong Kong and to tourist purchases here.  I ask that the Financial Secretary doesHong Kong and to tourist purchases here.  I ask that the Financial Secretary doesHong Kong and to tourist purchases here.  I ask that the Financial Secretary doesHong Kong and to tourist purchases here.  I ask that the Financial Secretary does

a bit of fine tuning and either reduces or removes this "temporary" tax.a bit of fine tuning and either reduces or removes this "temporary" tax.a bit of fine tuning and either reduces or removes this "temporary" tax.a bit of fine tuning and either reduces or removes this "temporary" tax.

May I also ask him to have meMay I also ask him to have meMay I also ask him to have meMay I also ask him to have mercy on smokers.  They are not enemies of society.rcy on smokers.  They are not enemies of society.rcy on smokers.  They are not enemies of society.rcy on smokers.  They are not enemies of society.

I must say also that it is evident that those who are deeply concerned with ourI must say also that it is evident that those who are deeply concerned with ourI must say also that it is evident that those who are deeply concerned with ourI must say also that it is evident that those who are deeply concerned with our

grassroots citizens clearly believe that personal tax allowances and thresholds weregrassroots citizens clearly believe that personal tax allowances and thresholds weregrassroots citizens clearly believe that personal tax allowances and thresholds weregrassroots citizens clearly believe that personal tax allowances and thresholds were

not raised enough last year and did not provide adequate protection against inflation.not raised enough last year and did not provide adequate protection against inflation.not raised enough last year and did not provide adequate protection against inflation.not raised enough last year and did not provide adequate protection against inflation.

I hope very much the Financial Secretary will do all he can to rectify this situationI hope very much the Financial Secretary will do all he can to rectify this situationI hope very much the Financial Secretary will do all he can to rectify this situationI hope very much the Financial Secretary will do all he can to rectify this situation

in his next Budget.in his next Budget.in his next Budget.in his next Budget.

Mr Deputy President, I believe our tax system is fundamentally and basically sound.Mr Deputy President, I believe our tax system is fundamentally and basically sound.Mr Deputy President, I believe our tax system is fundamentally and basically sound.Mr Deputy President, I believe our tax system is fundamentally and basically sound.

I therefore oppose the motion.  I have only just heard of the most unfortunate illnessI therefore oppose the motion.  I have only just heard of the most unfortunate illnessI therefore oppose the motion.  I have only just heard of the most unfortunate illnessI therefore oppose the motion.  I have only just heard of the most unfortunate illness

of our colleague, the Honourable Stephen NG Ming-yum.  This has resulted in his beingof our colleague, the Honourable Stephen NG Ming-yum.  This has resulted in his beingof our colleague, the Honourable Stephen NG Ming-yum.  This has resulted in his beingof our colleague, the Honourable Stephen NG Ming-yum.  This has resulted in his being

unable to attend this debate today when he would have voted in favour of the originalunable to attend this debate today when he would have voted in favour of the originalunable to attend this debate today when he would have voted in favour of the originalunable to attend this debate today when he would have voted in favour of the original

or amended motion.  In order to show my own respect and sympathy for him and my wishor amended motion.  In order to show my own respect and sympathy for him and my wishor amended motion.  In order to show my own respect and sympathy for him and my wishor amended motion.  In order to show my own respect and sympathy for him and my wish

for his recovery and since I had intended to vote against the motion, I will now abstainfor his recovery and since I had intended to vote against the motion, I will now abstainfor his recovery and since I had intended to vote against the motion, I will now abstainfor his recovery and since I had intended to vote against the motion, I will now abstain

in order not to take advantage of Mr NG's absence.in order not to take advantage of Mr NG's absence.in order not to take advantage of Mr NG's absence.in order not to take advantage of Mr NG's absence.



MR LAU WAH-SUM (in Cantonese): Mr Deputy President, our tax system, as a matter ofMR LAU WAH-SUM (in Cantonese): Mr Deputy President, our tax system, as a matter ofMR LAU WAH-SUM (in Cantonese): Mr Deputy President, our tax system, as a matter ofMR LAU WAH-SUM (in Cantonese): Mr Deputy President, our tax system, as a matter of

fact, has been subject to regular review and adjustment and the work is taken up byfact, has been subject to regular review and adjustment and the work is taken up byfact, has been subject to regular review and adjustment and the work is taken up byfact, has been subject to regular review and adjustment and the work is taken up by

the Joint Liaison Committee on Taxation which is chaired by the Financial Secretary.the Joint Liaison Committee on Taxation which is chaired by the Financial Secretary.the Joint Liaison Committee on Taxation which is chaired by the Financial Secretary.the Joint Liaison Committee on Taxation which is chaired by the Financial Secretary.

Moreover, every year when the Financial Secretary submits the Budget, he will alsoMoreover, every year when the Financial Secretary submits the Budget, he will alsoMoreover, every year when the Financial Secretary submits the Budget, he will alsoMoreover, every year when the Financial Secretary submits the Budget, he will also

take into account the social aspirations and the economic situation before makingtake into account the social aspirations and the economic situation before makingtake into account the social aspirations and the economic situation before makingtake into account the social aspirations and the economic situation before making

appropriate proposals for indirect and direct taxes.  Of course these proposals mustappropriate proposals for indirect and direct taxes.  Of course these proposals mustappropriate proposals for indirect and direct taxes.  Of course these proposals mustappropriate proposals for indirect and direct taxes.  Of course these proposals must

then be presented to this Council for debate and endorsement.  I think this systemthen be presented to this Council for debate and endorsement.  I think this systemthen be presented to this Council for debate and endorsement.  I think this systemthen be presented to this Council for debate and endorsement.  I think this system

is very flexible and working very well.  We should not change it.  I think it is theis very flexible and working very well.  We should not change it.  I think it is theis very flexible and working very well.  We should not change it.  I think it is theis very flexible and working very well.  We should not change it.  I think it is the

Financial Secretary's responsibility to frame the fiscal policy of the territory soFinancial Secretary's responsibility to frame the fiscal policy of the territory soFinancial Secretary's responsibility to frame the fiscal policy of the territory soFinancial Secretary's responsibility to frame the fiscal policy of the territory so

that he can use direct and indirect taxes to facilitate further economic developmentthat he can use direct and indirect taxes to facilitate further economic developmentthat he can use direct and indirect taxes to facilitate further economic developmentthat he can use direct and indirect taxes to facilitate further economic development

in Hong Kong.in Hong Kong.in Hong Kong.in Hong Kong.

For many years we are able to prosper and have a stable society because we haveFor many years we are able to prosper and have a stable society because we haveFor many years we are able to prosper and have a stable society because we haveFor many years we are able to prosper and have a stable society because we have

got a reliable tax system which attracts investors.  In fact there are three importantgot a reliable tax system which attracts investors.  In fact there are three importantgot a reliable tax system which attracts investors.  In fact there are three importantgot a reliable tax system which attracts investors.  In fact there are three important

elements in our tax system.elements in our tax system.elements in our tax system.elements in our tax system.

(1)(1)(1)(1) low taxlow taxlow taxlow tax;;;;

(2)(2)(2)(2) the system is simple and efficient; andthe system is simple and efficient; andthe system is simple and efficient; andthe system is simple and efficient; and

(3)(3)(3)(3) we only charge taxes on income or profits arising from Hong Kong.we only charge taxes on income or profits arising from Hong Kong.we only charge taxes on income or profits arising from Hong Kong.we only charge taxes on income or profits arising from Hong Kong.

Over the past decade or so, Hong Kong has undergone a lot of social and economicOver the past decade or so, Hong Kong has undergone a lot of social and economicOver the past decade or so, Hong Kong has undergone a lot of social and economicOver the past decade or so, Hong Kong has undergone a lot of social and economic

changes but I think these three elements remain to be indispensable to our prosperity.changes but I think these three elements remain to be indispensable to our prosperity.changes but I think these three elements remain to be indispensable to our prosperity.changes but I think these three elements remain to be indispensable to our prosperity.

Therefore we should preserve them, rather than changing them.Therefore we should preserve them, rather than changing them.Therefore we should preserve them, rather than changing them.Therefore we should preserve them, rather than changing them.

As to the technical changes in our tax system, I think we should leave the jobAs to the technical changes in our tax system, I think we should leave the jobAs to the technical changes in our tax system, I think we should leave the jobAs to the technical changes in our tax system, I think we should leave the job

to the experts and I do not think we should ask laymen to debate on such issues,to the experts and I do not think we should ask laymen to debate on such issues,to the experts and I do not think we should ask laymen to debate on such issues,to the experts and I do not think we should ask laymen to debate on such issues,

otherwise they will seize the opportunity to talk about something else.  Any proposalotherwise they will seize the opportunity to talk about something else.  Any proposalotherwise they will seize the opportunity to talk about something else.  Any proposalotherwise they will seize the opportunity to talk about something else.  Any proposal

to change the tax system substantially with an aim of redistributing wealth willto change the tax system substantially with an aim of redistributing wealth willto change the tax system substantially with an aim of redistributing wealth willto change the tax system substantially with an aim of redistributing wealth will

frighten off and discourage our potential investors, while the existing investorsfrighten off and discourage our potential investors, while the existing investorsfrighten off and discourage our potential investors, while the existing investorsfrighten off and discourage our potential investors, while the existing investors

would become hesitant and may even transfer their capital out of Hong Kong.  Therewould become hesitant and may even transfer their capital out of Hong Kong.  Therewould become hesitant and may even transfer their capital out of Hong Kong.  Therewould become hesitant and may even transfer their capital out of Hong Kong.  There

are only five years to go before 1997.  We should try to boost and shore up theare only five years to go before 1997.  We should try to boost and shore up theare only five years to go before 1997.  We should try to boost and shore up theare only five years to go before 1997.  We should try to boost and shore up the

confidence of the investors.  We must not give them an impression that we are movingconfidence of the investors.  We must not give them an impression that we are movingconfidence of the investors.  We must not give them an impression that we are movingconfidence of the investors.  We must not give them an impression that we are moving

towards an egalitarian society.  Over the past several decades, experiences of manytowards an egalitarian society.  Over the past several decades, experiences of manytowards an egalitarian society.  Over the past several decades, experiences of manytowards an egalitarian society.  Over the past several decades, experiences of many

countries have shown that egalitarianism is nothing but unrealistic ideal.  The factcountries have shown that egalitarianism is nothing but unrealistic ideal.  The factcountries have shown that egalitarianism is nothing but unrealistic ideal.  The factcountries have shown that egalitarianism is nothing but unrealistic ideal.  The fact

is that systems established on the basis of this school of thought have brought povertyis that systems established on the basis of this school of thought have brought povertyis that systems established on the basis of this school of thought have brought povertyis that systems established on the basis of this school of thought have brought poverty

rather than wealth to the people.  This hard fact is plain for everyone to see.rather than wealth to the people.  This hard fact is plain for everyone to see.rather than wealth to the people.  This hard fact is plain for everyone to see.rather than wealth to the people.  This hard fact is plain for everyone to see.



The motion before us calls for the setting up of a committee to conduct aThe motion before us calls for the setting up of a committee to conduct aThe motion before us calls for the setting up of a committee to conduct aThe motion before us calls for the setting up of a committee to conduct a

comprehensive review of the tax system, with its members representing a wide crosscomprehensive review of the tax system, with its members representing a wide crosscomprehensive review of the tax system, with its members representing a wide crosscomprehensive review of the tax system, with its members representing a wide cross

section of the community.  But the motion does not state the objectives of the review,section of the community.  But the motion does not state the objectives of the review,section of the community.  But the motion does not state the objectives of the review,section of the community.  But the motion does not state the objectives of the review,

nor the justification for such a review.  When we talk about wide representation,nor the justification for such a review.  When we talk about wide representation,nor the justification for such a review.  When we talk about wide representation,nor the justification for such a review.  When we talk about wide representation,

I am afraid that we have to take on board members who are not experts in financialI am afraid that we have to take on board members who are not experts in financialI am afraid that we have to take on board members who are not experts in financialI am afraid that we have to take on board members who are not experts in financial

or taxation matters.  If so, we may turn a purely economic question into a politicalor taxation matters.  If so, we may turn a purely economic question into a politicalor taxation matters.  If so, we may turn a purely economic question into a politicalor taxation matters.  If so, we may turn a purely economic question into a political

issue.  This will waste resources and time.  I do not think this will do any goodissue.  This will waste resources and time.  I do not think this will do any goodissue.  This will waste resources and time.  I do not think this will do any goodissue.  This will waste resources and time.  I do not think this will do any good

for our tax system.  We will only be sending a wrong signal to investors because theyfor our tax system.  We will only be sending a wrong signal to investors because theyfor our tax system.  We will only be sending a wrong signal to investors because theyfor our tax system.  We will only be sending a wrong signal to investors because they

may think that drastic changes to our system are on the way.  This will certainlymay think that drastic changes to our system are on the way.  This will certainlymay think that drastic changes to our system are on the way.  This will certainlymay think that drastic changes to our system are on the way.  This will certainly

undermine our stability and prosperity.undermine our stability and prosperity.undermine our stability and prosperity.undermine our stability and prosperity.

Of course our tax system is not perfect.  The Financial Secretary will lay downOf course our tax system is not perfect.  The Financial Secretary will lay downOf course our tax system is not perfect.  The Financial Secretary will lay downOf course our tax system is not perfect.  The Financial Secretary will lay down

budgetary measures every year and improve on our direct taxes regime.  For example,budgetary measures every year and improve on our direct taxes regime.  For example,budgetary measures every year and improve on our direct taxes regime.  For example,budgetary measures every year and improve on our direct taxes regime.  For example,

we can adjust the personal allowance, determine the progressive rates leading up towe can adjust the personal allowance, determine the progressive rates leading up towe can adjust the personal allowance, determine the progressive rates leading up towe can adjust the personal allowance, determine the progressive rates leading up to

the standard rate and introduce effective measures to tackle tax evasion and taxthe standard rate and introduce effective measures to tackle tax evasion and taxthe standard rate and introduce effective measures to tackle tax evasion and taxthe standard rate and introduce effective measures to tackle tax evasion and tax

avoidance.  All these are technical problems which should be left to the Financialavoidance.  All these are technical problems which should be left to the Financialavoidance.  All these are technical problems which should be left to the Financialavoidance.  All these are technical problems which should be left to the Financial

Secretary.  He would deal with them in line with the Government policy after takingSecretary.  He would deal with them in line with the Government policy after takingSecretary.  He would deal with them in line with the Government policy after takingSecretary.  He would deal with them in line with the Government policy after taking

into account different views expressed.  I do not think that there is a need for ainto account different views expressed.  I do not think that there is a need for ainto account different views expressed.  I do not think that there is a need for ainto account different views expressed.  I do not think that there is a need for a

comprehensive review.  If we think that the Joint Liaison Committee on Taxationcomprehensive review.  If we think that the Joint Liaison Committee on Taxationcomprehensive review.  If we think that the Joint Liaison Committee on Taxationcomprehensive review.  If we think that the Joint Liaison Committee on Taxation

cannot do its job properly, then we can expand its membership and include morecannot do its job properly, then we can expand its membership and include morecannot do its job properly, then we can expand its membership and include morecannot do its job properly, then we can expand its membership and include more

financial experts.  When the last Review Committee was set up in 1976, all the membersfinancial experts.  When the last Review Committee was set up in 1976, all the membersfinancial experts.  When the last Review Committee was set up in 1976, all the membersfinancial experts.  When the last Review Committee was set up in 1976, all the members

were financial experts and its terms of reference were restricted to the review ofwere financial experts and its terms of reference were restricted to the review ofwere financial experts and its terms of reference were restricted to the review ofwere financial experts and its terms of reference were restricted to the review of

the Inland Revenue Ordinance or, more specifically, the direct taxes.the Inland Revenue Ordinance or, more specifically, the direct taxes.the Inland Revenue Ordinance or, more specifically, the direct taxes.the Inland Revenue Ordinance or, more specifically, the direct taxes.

Mr Deputy President, for these reasons I cannot support the motion and theMr Deputy President, for these reasons I cannot support the motion and theMr Deputy President, for these reasons I cannot support the motion and theMr Deputy President, for these reasons I cannot support the motion and the

amendment.amendment.amendment.amendment.

MR PETER WONG: Mr Deputy President, nobody likes to pay tax whether it is salariesMR PETER WONG: Mr Deputy President, nobody likes to pay tax whether it is salariesMR PETER WONG: Mr Deputy President, nobody likes to pay tax whether it is salariesMR PETER WONG: Mr Deputy President, nobody likes to pay tax whether it is salaries

tax or profits tax.  I have been practising in the field of international taxationtax or profits tax.  I have been practising in the field of international taxationtax or profits tax.  I have been practising in the field of international taxationtax or profits tax.  I have been practising in the field of international taxation

and in the course of my work, I have had to address the ethics of whether to pay tax.and in the course of my work, I have had to address the ethics of whether to pay tax.and in the course of my work, I have had to address the ethics of whether to pay tax.and in the course of my work, I have had to address the ethics of whether to pay tax.

I have always been amazed at the ingenuity of those who invented the tax systems.I have always been amazed at the ingenuity of those who invented the tax systems.I have always been amazed at the ingenuity of those who invented the tax systems.I have always been amazed at the ingenuity of those who invented the tax systems.

But I am even more astounded by the skill and energy of those who wish to pay theBut I am even more astounded by the skill and energy of those who wish to pay theBut I am even more astounded by the skill and energy of those who wish to pay theBut I am even more astounded by the skill and energy of those who wish to pay the

minimum tax or none at all, and it is the latter that brings the whole question ofminimum tax or none at all, and it is the latter that brings the whole question ofminimum tax or none at all, and it is the latter that brings the whole question ofminimum tax or none at all, and it is the latter that brings the whole question of

tax avoidance into the public arena.tax avoidance into the public arena.tax avoidance into the public arena.tax avoidance into the public arena.

Australia tried to outlaw tax avoidance and evasion by putting on retrospectiveAustralia tried to outlaw tax avoidance and evasion by putting on retrospectiveAustralia tried to outlaw tax avoidance and evasion by putting on retrospectiveAustralia tried to outlaw tax avoidance and evasion by putting on retrospective

criminal sanctions and other equally draconian measures to try to stem this socialcriminal sanctions and other equally draconian measures to try to stem this socialcriminal sanctions and other equally draconian measures to try to stem this socialcriminal sanctions and other equally draconian measures to try to stem this social



ill.  Recent discussions with Australian entrepreneurs have shown that theseill.  Recent discussions with Australian entrepreneurs have shown that theseill.  Recent discussions with Australian entrepreneurs have shown that theseill.  Recent discussions with Australian entrepreneurs have shown that these

measures must have accounted, to some extent, for killing off incentives to domeasures must have accounted, to some extent, for killing off incentives to domeasures must have accounted, to some extent, for killing off incentives to domeasures must have accounted, to some extent, for killing off incentives to do

business in that country.  We only have to look at the bulk and complexity of thebusiness in that country.  We only have to look at the bulk and complexity of thebusiness in that country.  We only have to look at the bulk and complexity of thebusiness in that country.  We only have to look at the bulk and complexity of the

United States Internal Revenue Code and Regulations to see that if Hong Kong embarksUnited States Internal Revenue Code and Regulations to see that if Hong Kong embarksUnited States Internal Revenue Code and Regulations to see that if Hong Kong embarksUnited States Internal Revenue Code and Regulations to see that if Hong Kong embarks

on such a road, we will only benefit the tax specialists amongst the accountants andon such a road, we will only benefit the tax specialists amongst the accountants andon such a road, we will only benefit the tax specialists amongst the accountants andon such a road, we will only benefit the tax specialists amongst the accountants and

lawyers.lawyers.lawyers.lawyers.

Technical reviewTechnical reviewTechnical reviewTechnical review

I have I have I have I have repeatedly called for a technical review of our taxation system. This isrepeatedly called for a technical review of our taxation system. This isrepeatedly called for a technical review of our taxation system. This isrepeatedly called for a technical review of our taxation system. This is

because from my practitioner viewpoint, I have seen the departure of our manufacturingbecause from my practitioner viewpoint, I have seen the departure of our manufacturingbecause from my practitioner viewpoint, I have seen the departure of our manufacturingbecause from my practitioner viewpoint, I have seen the departure of our manufacturing

industries into Southern China and other parts of Southeast Asia in search of cheaperindustries into Southern China and other parts of Southeast Asia in search of cheaperindustries into Southern China and other parts of Southeast Asia in search of cheaperindustries into Southern China and other parts of Southeast Asia in search of cheaper

and more productive labour as well as land.and more productive labour as well as land.and more productive labour as well as land.and more productive labour as well as land.

DEPUTY PRESIDENT:  Now that you have made your point, Mr WONG, could I ask you pleaseDEPUTY PRESIDENT:  Now that you have made your point, Mr WONG, could I ask you pleaseDEPUTY PRESIDENT:  Now that you have made your point, Mr WONG, could I ask you pleaseDEPUTY PRESIDENT:  Now that you have made your point, Mr WONG, could I ask you please

to revert to the use of a more conventional lectern (laughter)  for the sake ofto revert to the use of a more conventional lectern (laughter)  for the sake ofto revert to the use of a more conventional lectern (laughter)  for the sake ofto revert to the use of a more conventional lectern (laughter)  for the sake of

consistency of practice in this Council?consistency of practice in this Council?consistency of practice in this Council?consistency of practice in this Council?

MR PETER WONG:  Our profits base for taxation has moved, while investors are jugglingMR PETER WONG:  Our profits base for taxation has moved, while investors are jugglingMR PETER WONG:  Our profits base for taxation has moved, while investors are jugglingMR PETER WONG:  Our profits base for taxation has moved, while investors are juggling

with the fine art of minimizing costs of transactions, of which tax is only one ofwith the fine art of minimizing costs of transactions, of which tax is only one ofwith the fine art of minimizing costs of transactions, of which tax is only one ofwith the fine art of minimizing costs of transactions, of which tax is only one of

the many variables.  We have always placed great store on the commercial acumen ofthe many variables.  We have always placed great store on the commercial acumen ofthe many variables.  We have always placed great store on the commercial acumen ofthe many variables.  We have always placed great store on the commercial acumen of

our entrepreneurs who are quick to look for profitable climes anywhere and will changeour entrepreneurs who are quick to look for profitable climes anywhere and will changeour entrepreneurs who are quick to look for profitable climes anywhere and will changeour entrepreneurs who are quick to look for profitable climes anywhere and will change

their operating base as soon as they can see how to make a bit more money or to retaintheir operating base as soon as they can see how to make a bit more money or to retaintheir operating base as soon as they can see how to make a bit more money or to retaintheir operating base as soon as they can see how to make a bit more money or to retain

a profitable market.  The previous Financial Secretary has been concerned for somea profitable market.  The previous Financial Secretary has been concerned for somea profitable market.  The previous Financial Secretary has been concerned for somea profitable market.  The previous Financial Secretary has been concerned for some

time about the stability of our direct/indirect tax base and has carried out internaltime about the stability of our direct/indirect tax base and has carried out internaltime about the stability of our direct/indirect tax base and has carried out internaltime about the stability of our direct/indirect tax base and has carried out internal

studies but to no avail.  Therefore, a full technical review, in my opinion, couldstudies but to no avail.  Therefore, a full technical review, in my opinion, couldstudies but to no avail.  Therefore, a full technical review, in my opinion, couldstudies but to no avail.  Therefore, a full technical review, in my opinion, could

produce the right formula and a fine balance for raising adequate revenue for ourproduce the right formula and a fine balance for raising adequate revenue for ourproduce the right formula and a fine balance for raising adequate revenue for ourproduce the right formula and a fine balance for raising adequate revenue for our

expanding public service programmes.expanding public service programmes.expanding public service programmes.expanding public service programmes.

I have pointed out the possibility of a diminishing profits tax base whilst ourI have pointed out the possibility of a diminishing profits tax base whilst ourI have pointed out the possibility of a diminishing profits tax base whilst ourI have pointed out the possibility of a diminishing profits tax base whilst our

continued prosperity has brought ever-increasing demands for better medical, housing,continued prosperity has brought ever-increasing demands for better medical, housing,continued prosperity has brought ever-increasing demands for better medical, housing,continued prosperity has brought ever-increasing demands for better medical, housing,

education and other welfare benefits.  There have also been urgent calls foreducation and other welfare benefits.  There have also been urgent calls foreducation and other welfare benefits.  There have also been urgent calls foreducation and other welfare benefits.  There have also been urgent calls for

transport and environmental improvements.  I saw warning signals caused by suchtransport and environmental improvements.  I saw warning signals caused by suchtransport and environmental improvements.  I saw warning signals caused by suchtransport and environmental improvements.  I saw warning signals caused by such

imbalance on the horizon and urged our executive-led Government to come up with theimbalance on the horizon and urged our executive-led Government to come up with theimbalance on the horizon and urged our executive-led Government to come up with theimbalance on the horizon and urged our executive-led Government to come up with the

answers.  I strongly reiterate my appeal for action now.  The Government has theanswers.  I strongly reiterate my appeal for action now.  The Government has theanswers.  I strongly reiterate my appeal for action now.  The Government has theanswers.  I strongly reiterate my appeal for action now.  The Government has the

expertise and resources to work out a viable solution.  But the Government must takeexpertise and resources to work out a viable solution.  But the Government must takeexpertise and resources to work out a viable solution.  But the Government must takeexpertise and resources to work out a viable solution.  But the Government must take



the views of all sectors into account and come to its own conclusions.  Our buddingthe views of all sectors into account and come to its own conclusions.  Our buddingthe views of all sectors into account and come to its own conclusions.  Our buddingthe views of all sectors into account and come to its own conclusions.  Our budding

political organizations, though not yet matured sufficiently to be able to thinkpolitical organizations, though not yet matured sufficiently to be able to thinkpolitical organizations, though not yet matured sufficiently to be able to thinkpolitical organizations, though not yet matured sufficiently to be able to think

through economic and tax strategies, can also make their input.through economic and tax strategies, can also make their input.through economic and tax strategies, can also make their input.through economic and tax strategies, can also make their input.

Sandwish classSandwish classSandwish classSandwish class

I have some sympathy for the Honourable Frederick FUNG's amendment because I haveI have some sympathy for the Honourable Frederick FUNG's amendment because I haveI have some sympathy for the Honourable Frederick FUNG's amendment because I haveI have some sympathy for the Honourable Frederick FUNG's amendment because I have

always felt that our sandwich class has been unjustly done by our taxation system.always felt that our sandwich class has been unjustly done by our taxation system.always felt that our sandwich class has been unjustly done by our taxation system.always felt that our sandwich class has been unjustly done by our taxation system.

Their earnings are only sufficient to pay what is for them substantial amounts ofTheir earnings are only sufficient to pay what is for them substantial amounts ofTheir earnings are only sufficient to pay what is for them substantial amounts ofTheir earnings are only sufficient to pay what is for them substantial amounts of

taxes, but they give up their rights to free or subsidized social services eithertaxes, but they give up their rights to free or subsidized social services eithertaxes, but they give up their rights to free or subsidized social services eithertaxes, but they give up their rights to free or subsidized social services either

for the convenience or the justified pride of being independent.  I would thereforefor the convenience or the justified pride of being independent.  I would thereforefor the convenience or the justified pride of being independent.  I would thereforefor the convenience or the justified pride of being independent.  I would therefore

like to see a study conducted on the income of Hong Kong people based on the differentlike to see a study conducted on the income of Hong Kong people based on the differentlike to see a study conducted on the income of Hong Kong people based on the differentlike to see a study conducted on the income of Hong Kong people based on the different

income bands and comparing the benefits they get against the taxes rates and chargesincome bands and comparing the benefits they get against the taxes rates and chargesincome bands and comparing the benefits they get against the taxes rates and chargesincome bands and comparing the benefits they get against the taxes rates and charges

that they pay.   This should settle once and for all the claims made by differentthat they pay.   This should settle once and for all the claims made by differentthat they pay.   This should settle once and for all the claims made by differentthat they pay.   This should settle once and for all the claims made by different

income groups.income groups.income groups.income groups.

One word One word One word One word about the so-called widening gap between the haves and have-nots of Hongabout the so-called widening gap between the haves and have-nots of Hongabout the so-called widening gap between the haves and have-nots of Hongabout the so-called widening gap between the haves and have-nots of Hong

Kong.  It would worry me a great deal if our have-nots continue with or worsen theirKong.  It would worry me a great deal if our have-nots continue with or worsen theirKong.  It would worry me a great deal if our have-nots continue with or worsen theirKong.  It would worry me a great deal if our have-nots continue with or worsen their

plight like some of our unfortunate neighbours.  However, you only have to look aroundplight like some of our unfortunate neighbours.  However, you only have to look aroundplight like some of our unfortunate neighbours.  However, you only have to look aroundplight like some of our unfortunate neighbours.  However, you only have to look around

Hong Kong to see how everyone, including the lower income groups, have their livingHong Kong to see how everyone, including the lower income groups, have their livingHong Kong to see how everyone, including the lower income groups, have their livingHong Kong to see how everyone, including the lower income groups, have their living

standards improved over the years.  It is a comfort to me that they can aspire throughstandards improved over the years.  It is a comfort to me that they can aspire throughstandards improved over the years.  It is a comfort to me that they can aspire throughstandards improved over the years.  It is a comfort to me that they can aspire through

hard work, and some luck, to become increasingly richer and to lead a comfortablehard work, and some luck, to become increasingly richer and to lead a comfortablehard work, and some luck, to become increasingly richer and to lead a comfortablehard work, and some luck, to become increasingly richer and to lead a comfortable

life.life.life.life.

Broad perspectiveBroad perspectiveBroad perspectiveBroad perspective

Mr Deputy President, the motion calls for a committee, with members representingMr Deputy President, the motion calls for a committee, with members representingMr Deputy President, the motion calls for a committee, with members representingMr Deputy President, the motion calls for a committee, with members representing

a wide cross section of the community to conduct a taxation review.  In my view, ita wide cross section of the community to conduct a taxation review.  In my view, ita wide cross section of the community to conduct a taxation review.  In my view, ita wide cross section of the community to conduct a taxation review.  In my view, it

must be a necessary qualification that each member is well versed in economic affairsmust be a necessary qualification that each member is well versed in economic affairsmust be a necessary qualification that each member is well versed in economic affairsmust be a necessary qualification that each member is well versed in economic affairs

and have a good grasp of the workings and effects of taxation.  But I have a problemand have a good grasp of the workings and effects of taxation.  But I have a problemand have a good grasp of the workings and effects of taxation.  But I have a problemand have a good grasp of the workings and effects of taxation.  But I have a problem

with the sectional interests of the membership and their purpose within the committee.with the sectional interests of the membership and their purpose within the committee.with the sectional interests of the membership and their purpose within the committee.with the sectional interests of the membership and their purpose within the committee.

Is it not likely that they will only stand firm on their own political platforms andIs it not likely that they will only stand firm on their own political platforms andIs it not likely that they will only stand firm on their own political platforms andIs it not likely that they will only stand firm on their own political platforms and

not yield to logic or reason?   Further, the basic flaw in some of the arguments putnot yield to logic or reason?   Further, the basic flaw in some of the arguments putnot yield to logic or reason?   Further, the basic flaw in some of the arguments putnot yield to logic or reason?   Further, the basic flaw in some of the arguments put

forth is that it presupposes that the pie is only that of the public revenues. Itforth is that it presupposes that the pie is only that of the public revenues. Itforth is that it presupposes that the pie is only that of the public revenues. Itforth is that it presupposes that the pie is only that of the public revenues. It

forgets that the pie is really that of the whole economy, of which tax is only a slice.forgets that the pie is really that of the whole economy, of which tax is only a slice.forgets that the pie is really that of the whole economy, of which tax is only a slice.forgets that the pie is really that of the whole economy, of which tax is only a slice.

Only by making the whole economy grow, will there be a bigger slice for everybody.Only by making the whole economy grow, will there be a bigger slice for everybody.Only by making the whole economy grow, will there be a bigger slice for everybody.Only by making the whole economy grow, will there be a bigger slice for everybody.

I will support a taxation review committee which has full cognizance of theI will support a taxation review committee which has full cognizance of theI will support a taxation review committee which has full cognizance of theI will support a taxation review committee which has full cognizance of the



problems, but have no preconceived ideas of the solution.  It should keep an openproblems, but have no preconceived ideas of the solution.  It should keep an openproblems, but have no preconceived ideas of the solution.  It should keep an openproblems, but have no preconceived ideas of the solution.  It should keep an open

mind so it can listen to all the concerns and ideas of the Hong Kong public, includingmind so it can listen to all the concerns and ideas of the Hong Kong public, includingmind so it can listen to all the concerns and ideas of the Hong Kong public, includingmind so it can listen to all the concerns and ideas of the Hong Kong public, including

political groups.  It should be fully aware of the experience, both good and bad,political groups.  It should be fully aware of the experience, both good and bad,political groups.  It should be fully aware of the experience, both good and bad,political groups.  It should be fully aware of the experience, both good and bad,

of different solutions tried out in other countries.  It should then recommend theof different solutions tried out in other countries.  It should then recommend theof different solutions tried out in other countries.  It should then recommend theof different solutions tried out in other countries.  It should then recommend the

best solution for Hong Kong, taking into full account all the unique circumstancesbest solution for Hong Kong, taking into full account all the unique circumstancesbest solution for Hong Kong, taking into full account all the unique circumstancesbest solution for Hong Kong, taking into full account all the unique circumstances

of Hong Kong.of Hong Kong.of Hong Kong.of Hong Kong.

PROF EDWARD CHEN: Mr Deputy President, the foundation of Hong Kong's tax system asPROF EDWARD CHEN: Mr Deputy President, the foundation of Hong Kong's tax system asPROF EDWARD CHEN: Mr Deputy President, the foundation of Hong Kong's tax system asPROF EDWARD CHEN: Mr Deputy President, the foundation of Hong Kong's tax system as

spelt out by Sir Philip HADDEN-CAVE in 1978 and 1980 consists of four main objectives,spelt out by Sir Philip HADDEN-CAVE in 1978 and 1980 consists of four main objectives,spelt out by Sir Philip HADDEN-CAVE in 1978 and 1980 consists of four main objectives,spelt out by Sir Philip HADDEN-CAVE in 1978 and 1980 consists of four main objectives,

namely, generating sufficient recurrent revenue, neutrality, equity and efficiency.namely, generating sufficient recurrent revenue, neutrality, equity and efficiency.namely, generating sufficient recurrent revenue, neutrality, equity and efficiency.namely, generating sufficient recurrent revenue, neutrality, equity and efficiency.

Besides the objective of equity which has been given too little attention, the otherBesides the objective of equity which has been given too little attention, the otherBesides the objective of equity which has been given too little attention, the otherBesides the objective of equity which has been given too little attention, the other

objectives were largely fulfilled and generally appropriate for the situation in Hongobjectives were largely fulfilled and generally appropriate for the situation in Hongobjectives were largely fulfilled and generally appropriate for the situation in Hongobjectives were largely fulfilled and generally appropriate for the situation in Hong

Kong during its earlier period of economic development.  The question now is withKong during its earlier period of economic development.  The question now is withKong during its earlier period of economic development.  The question now is withKong during its earlier period of economic development.  The question now is with

all the changes in the past decade or so, should we undertake a comprehensive reviewall the changes in the past decade or so, should we undertake a comprehensive reviewall the changes in the past decade or so, should we undertake a comprehensive reviewall the changes in the past decade or so, should we undertake a comprehensive review

of these objectives and the underlying philosophy of Hong Kong's taxation system?of these objectives and the underlying philosophy of Hong Kong's taxation system?of these objectives and the underlying philosophy of Hong Kong's taxation system?of these objectives and the underlying philosophy of Hong Kong's taxation system?

Despite the adequacy of the system at the technical and operational level, in my viewDespite the adequacy of the system at the technical and operational level, in my viewDespite the adequacy of the system at the technical and operational level, in my viewDespite the adequacy of the system at the technical and operational level, in my view

there are prima facie circumstances in the face of rapid structural change andthere are prima facie circumstances in the face of rapid structural change andthere are prima facie circumstances in the face of rapid structural change andthere are prima facie circumstances in the face of rapid structural change and

uncertainties related to the 1997 issue for such a review the scope of which shoulduncertainties related to the 1997 issue for such a review the scope of which shoulduncertainties related to the 1997 issue for such a review the scope of which shoulduncertainties related to the 1997 issue for such a review the scope of which should

go beyond the purview of the existing Joint Liaison Committee on Taxation which, Igo beyond the purview of the existing Joint Liaison Committee on Taxation which, Igo beyond the purview of the existing Joint Liaison Committee on Taxation which, Igo beyond the purview of the existing Joint Liaison Committee on Taxation which, I

understand, is entirely unofficial and focusses largely on legal and technicalunderstand, is entirely unofficial and focusses largely on legal and technicalunderstand, is entirely unofficial and focusses largely on legal and technicalunderstand, is entirely unofficial and focusses largely on legal and technical

issues.issues.issues.issues.

The drastic structural change in Hong Kong has resulted in some multidimensionalThe drastic structural change in Hong Kong has resulted in some multidimensionalThe drastic structural change in Hong Kong has resulted in some multidimensionalThe drastic structural change in Hong Kong has resulted in some multidimensional

changes in our economy and society.  Structural change has given rise to some sectoralchanges in our economy and society.  Structural change has given rise to some sectoralchanges in our economy and society.  Structural change has given rise to some sectoralchanges in our economy and society.  Structural change has given rise to some sectoral

imbalances, inflation, and less rapid economic growth.  There is some evidence thatimbalances, inflation, and less rapid economic growth.  There is some evidence thatimbalances, inflation, and less rapid economic growth.  There is some evidence thatimbalances, inflation, and less rapid economic growth.  There is some evidence that

the rapid change from a manufacture-based to a service-based economy has made incomethe rapid change from a manufacture-based to a service-based economy has made incomethe rapid change from a manufacture-based to a service-based economy has made incomethe rapid change from a manufacture-based to a service-based economy has made income

distribution less equal.  There should therefore be some consideration of whetherdistribution less equal.  There should therefore be some consideration of whetherdistribution less equal.  There should therefore be some consideration of whetherdistribution less equal.  There should therefore be some consideration of whether

Hong Kong's taxation system should now place somewhat greater emphasis on theHong Kong's taxation system should now place somewhat greater emphasis on theHong Kong's taxation system should now place somewhat greater emphasis on theHong Kong's taxation system should now place somewhat greater emphasis on the

objective of equity and income redistribution.  Structural change also implies aobjective of equity and income redistribution.  Structural change also implies aobjective of equity and income redistribution.  Structural change also implies aobjective of equity and income redistribution.  Structural change also implies a

rapid diversification and sophistication of Hong Kong's industries.  As a result,rapid diversification and sophistication of Hong Kong's industries.  As a result,rapid diversification and sophistication of Hong Kong's industries.  As a result,rapid diversification and sophistication of Hong Kong's industries.  As a result,

the neutrality of the Government's role in resources allocation should be reassessed.the neutrality of the Government's role in resources allocation should be reassessed.the neutrality of the Government's role in resources allocation should be reassessed.the neutrality of the Government's role in resources allocation should be reassessed.

Structural change had led to a higher level of economic development in Hong Kong andStructural change had led to a higher level of economic development in Hong Kong andStructural change had led to a higher level of economic development in Hong Kong andStructural change had led to a higher level of economic development in Hong Kong and

at the same time a need for more expenditure in building physical and socialat the same time a need for more expenditure in building physical and socialat the same time a need for more expenditure in building physical and socialat the same time a need for more expenditure in building physical and social

infrastructure. It may no longer be possible for the Hong Kong Government to generateinfrastructure. It may no longer be possible for the Hong Kong Government to generateinfrastructure. It may no longer be possible for the Hong Kong Government to generateinfrastructure. It may no longer be possible for the Hong Kong Government to generate

sufficient recurrent revenue on the basis of its relatively narrow tax base.sufficient recurrent revenue on the basis of its relatively narrow tax base.sufficient recurrent revenue on the basis of its relatively narrow tax base.sufficient recurrent revenue on the basis of its relatively narrow tax base.

The 1997 issue has brought about a greateThe 1997 issue has brought about a greateThe 1997 issue has brought about a greateThe 1997 issue has brought about a greater degree of uncertainty to investors.r degree of uncertainty to investors.r degree of uncertainty to investors.r degree of uncertainty to investors.



The tax policy of Hong Kong must be more predictable.  This can be achieved by settingThe tax policy of Hong Kong must be more predictable.  This can be achieved by settingThe tax policy of Hong Kong must be more predictable.  This can be achieved by settingThe tax policy of Hong Kong must be more predictable.  This can be achieved by setting

out a long-term, say 10 years, policy with regard to Hong Kong's fiscal system.out a long-term, say 10 years, policy with regard to Hong Kong's fiscal system.out a long-term, say 10 years, policy with regard to Hong Kong's fiscal system.out a long-term, say 10 years, policy with regard to Hong Kong's fiscal system.

Investors are less concerned about the present scope and rate of taxes, but more aboutInvestors are less concerned about the present scope and rate of taxes, but more aboutInvestors are less concerned about the present scope and rate of taxes, but more aboutInvestors are less concerned about the present scope and rate of taxes, but more about

how these will change in the run-up to and after 1997.  If the Government can conducthow these will change in the run-up to and after 1997.  If the Government can conducthow these will change in the run-up to and after 1997.  If the Government can conducthow these will change in the run-up to and after 1997.  If the Government can conduct

a comprehensive review of Hong Kong's taxation system in such a way that some long-terma comprehensive review of Hong Kong's taxation system in such a way that some long-terma comprehensive review of Hong Kong's taxation system in such a way that some long-terma comprehensive review of Hong Kong's taxation system in such a way that some long-term

objectives are stated, I think Hong Kong's business environment will be improved.objectives are stated, I think Hong Kong's business environment will be improved.objectives are stated, I think Hong Kong's business environment will be improved.objectives are stated, I think Hong Kong's business environment will be improved.

Let me take up three issues implied in the above analysis.Let me take up three issues implied in the above analysis.Let me take up three issues implied in the above analysis.Let me take up three issues implied in the above analysis.

First, how can we broaden our tax base?  The scope for generating additionalFirst, how can we broaden our tax base?  The scope for generating additionalFirst, how can we broaden our tax base?  The scope for generating additionalFirst, how can we broaden our tax base?  The scope for generating additional

revenue from indirect taxes is limited unless a comprehensive sales tax is to berevenue from indirect taxes is limited unless a comprehensive sales tax is to berevenue from indirect taxes is limited unless a comprehensive sales tax is to berevenue from indirect taxes is limited unless a comprehensive sales tax is to be

introduced.  I am in favour of a comprehensive sales tax at the wholesale level.introduced.  I am in favour of a comprehensive sales tax at the wholesale level.introduced.  I am in favour of a comprehensive sales tax at the wholesale level.introduced.  I am in favour of a comprehensive sales tax at the wholesale level.

However, it must be ensured that the rate of sales tax must be low and it should beHowever, it must be ensured that the rate of sales tax must be low and it should beHowever, it must be ensured that the rate of sales tax must be low and it should beHowever, it must be ensured that the rate of sales tax must be low and it should be

structured in such a way that luxury items carry a higher rate.  I do not agree withstructured in such a way that luxury items carry a higher rate.  I do not agree withstructured in such a way that luxury items carry a higher rate.  I do not agree withstructured in such a way that luxury items carry a higher rate.  I do not agree with

those who maintain that sales tax would be detrimental to the growth of our touristthose who maintain that sales tax would be detrimental to the growth of our touristthose who maintain that sales tax would be detrimental to the growth of our touristthose who maintain that sales tax would be detrimental to the growth of our tourist

industry which depends on many other important factors such as geographical location,industry which depends on many other important factors such as geographical location,industry which depends on many other important factors such as geographical location,industry which depends on many other important factors such as geographical location,

transportation and telecommunication, quality and range of services, safety, andtransportation and telecommunication, quality and range of services, safety, andtransportation and telecommunication, quality and range of services, safety, andtransportation and telecommunication, quality and range of services, safety, and

places of attraction.  A carefully-designed comprehensive sales tax is notplaces of attraction.  A carefully-designed comprehensive sales tax is notplaces of attraction.  A carefully-designed comprehensive sales tax is notplaces of attraction.  A carefully-designed comprehensive sales tax is not

necessarily distortionary, regressive and inefficient.  If a comprehensive sales taxnecessarily distortionary, regressive and inefficient.  If a comprehensive sales taxnecessarily distortionary, regressive and inefficient.  If a comprehensive sales taxnecessarily distortionary, regressive and inefficient.  If a comprehensive sales tax

is not to be introduced, the Government's alternative will be to further increaseis not to be introduced, the Government's alternative will be to further increaseis not to be introduced, the Government's alternative will be to further increaseis not to be introduced, the Government's alternative will be to further increase

the present highly selective sales tax in a few consumption items resulting in athe present highly selective sales tax in a few consumption items resulting in athe present highly selective sales tax in a few consumption items resulting in athe present highly selective sales tax in a few consumption items resulting in a

greater distortionary effect on the economy.  The Government should take a secondgreater distortionary effect on the economy.  The Government should take a secondgreater distortionary effect on the economy.  The Government should take a secondgreater distortionary effect on the economy.  The Government should take a second

look at the possibility of introducing a comprehensive sales tax at a later date whenlook at the possibility of introducing a comprehensive sales tax at a later date whenlook at the possibility of introducing a comprehensive sales tax at a later date whenlook at the possibility of introducing a comprehensive sales tax at a later date when

inflation rate is lower.inflation rate is lower.inflation rate is lower.inflation rate is lower.

AAAAs regards direct taxation, salary earners, especially those in the middle incomes regards direct taxation, salary earners, especially those in the middle incomes regards direct taxation, salary earners, especially those in the middle incomes regards direct taxation, salary earners, especially those in the middle income

range, should not be asked to increase their tax burden. The Government should examinerange, should not be asked to increase their tax burden. The Government should examinerange, should not be asked to increase their tax burden. The Government should examinerange, should not be asked to increase their tax burden. The Government should examine

the possibility of increasing the corporate profit tax rate.  In doing so, thethe possibility of increasing the corporate profit tax rate.  In doing so, thethe possibility of increasing the corporate profit tax rate.  In doing so, thethe possibility of increasing the corporate profit tax rate.  In doing so, the

Government should however make clear to investors an upper limit of corporate taxGovernment should however make clear to investors an upper limit of corporate taxGovernment should however make clear to investors an upper limit of corporate taxGovernment should however make clear to investors an upper limit of corporate tax

rate for, say, the coming 10 years so that a more predictable business environmentrate for, say, the coming 10 years so that a more predictable business environmentrate for, say, the coming 10 years so that a more predictable business environmentrate for, say, the coming 10 years so that a more predictable business environment

is known to investors. Almost all empirical researches I know of have come to theis known to investors. Almost all empirical researches I know of have come to theis known to investors. Almost all empirical researches I know of have come to theis known to investors. Almost all empirical researches I know of have come to the

conclusion that investment is not sensitive to profit tax rates unless the existingconclusion that investment is not sensitive to profit tax rates unless the existingconclusion that investment is not sensitive to profit tax rates unless the existingconclusion that investment is not sensitive to profit tax rates unless the existing

rate is prohibitively high and the change is drastic.  Of course when investors arerate is prohibitively high and the change is drastic.  Of course when investors arerate is prohibitively high and the change is drastic.  Of course when investors arerate is prohibitively high and the change is drastic.  Of course when investors are

asked whether they would accept a tax increase while everything else remains unchanged,asked whether they would accept a tax increase while everything else remains unchanged,asked whether they would accept a tax increase while everything else remains unchanged,asked whether they would accept a tax increase while everything else remains unchanged,

few investors would say "yes" and some of them would claim that their investment willfew investors would say "yes" and some of them would claim that their investment willfew investors would say "yes" and some of them would claim that their investment willfew investors would say "yes" and some of them would claim that their investment will

be reduced.  However, when the responsiveness of investment to tax rate changes isbe reduced.  However, when the responsiveness of investment to tax rate changes isbe reduced.  However, when the responsiveness of investment to tax rate changes isbe reduced.  However, when the responsiveness of investment to tax rate changes is

studied in the context of including other factors affecting the level of investment,studied in the context of including other factors affecting the level of investment,studied in the context of including other factors affecting the level of investment,studied in the context of including other factors affecting the level of investment,

it is usually found that the significance of the tax rate factor is relatively small.it is usually found that the significance of the tax rate factor is relatively small.it is usually found that the significance of the tax rate factor is relatively small.it is usually found that the significance of the tax rate factor is relatively small.



For example, in a survey conducted by the Industry Department of the Hong KongFor example, in a survey conducted by the Industry Department of the Hong KongFor example, in a survey conducted by the Industry Department of the Hong KongFor example, in a survey conducted by the Industry Department of the Hong Kong

Government in 1989, corporate tax rate ranked only 12th on a list of 20 investmentGovernment in 1989, corporate tax rate ranked only 12th on a list of 20 investmentGovernment in 1989, corporate tax rate ranked only 12th on a list of 20 investmentGovernment in 1989, corporate tax rate ranked only 12th on a list of 20 investment

factors: political stability, financial and banking facilities, infrastructure, andfactors: political stability, financial and banking facilities, infrastructure, andfactors: political stability, financial and banking facilities, infrastructure, andfactors: political stability, financial and banking facilities, infrastructure, and

labour cost are far more important factors affecting the level of investment.  Thelabour cost are far more important factors affecting the level of investment.  Thelabour cost are far more important factors affecting the level of investment.  Thelabour cost are far more important factors affecting the level of investment.  The

crux of the matter is not so much whether the current rate of corporate tax is highcrux of the matter is not so much whether the current rate of corporate tax is highcrux of the matter is not so much whether the current rate of corporate tax is highcrux of the matter is not so much whether the current rate of corporate tax is high

or low but the likely changes in corporate tax rate in the medium and long term.  Ior low but the likely changes in corporate tax rate in the medium and long term.  Ior low but the likely changes in corporate tax rate in the medium and long term.  Ior low but the likely changes in corporate tax rate in the medium and long term.  I

am quite certain that the level of investment in Hong Kong would be little affectedam quite certain that the level of investment in Hong Kong would be little affectedam quite certain that the level of investment in Hong Kong would be little affectedam quite certain that the level of investment in Hong Kong would be little affected

even if the Government increase the corporate tax rate to say 18-20%, provided thateven if the Government increase the corporate tax rate to say 18-20%, provided thateven if the Government increase the corporate tax rate to say 18-20%, provided thateven if the Government increase the corporate tax rate to say 18-20%, provided that

it will be made clear to investors that this increase will be gradual and this rateit will be made clear to investors that this increase will be gradual and this rateit will be made clear to investors that this increase will be gradual and this rateit will be made clear to investors that this increase will be gradual and this rate

guaranteed for the coming 10 years or so.  It is true that the global trend is forguaranteed for the coming 10 years or so.  It is true that the global trend is forguaranteed for the coming 10 years or so.  It is true that the global trend is forguaranteed for the coming 10 years or so.  It is true that the global trend is for

profit tax rates to fall.  But one must bear in mind that the other countries andprofit tax rates to fall.  But one must bear in mind that the other countries andprofit tax rates to fall.  But one must bear in mind that the other countries andprofit tax rates to fall.  But one must bear in mind that the other countries and

economies started with much, much higher corporate tax rates.  Even if profit taxeconomies started with much, much higher corporate tax rates.  Even if profit taxeconomies started with much, much higher corporate tax rates.  Even if profit taxeconomies started with much, much higher corporate tax rates.  Even if profit tax

rate in Hong Kong is increased to 18-20% something which I may or may not support,rate in Hong Kong is increased to 18-20% something which I may or may not support,rate in Hong Kong is increased to 18-20% something which I may or may not support,rate in Hong Kong is increased to 18-20% something which I may or may not support,

Hong Kong will still be enjoying the advantage of being one of the lowest tax places.Hong Kong will still be enjoying the advantage of being one of the lowest tax places.Hong Kong will still be enjoying the advantage of being one of the lowest tax places.Hong Kong will still be enjoying the advantage of being one of the lowest tax places.

Many would argue that the economic success of Hong Kong in the past 30 years was basedMany would argue that the economic success of Hong Kong in the past 30 years was basedMany would argue that the economic success of Hong Kong in the past 30 years was basedMany would argue that the economic success of Hong Kong in the past 30 years was based

on our low tax system.  This is questionable.  The mechanism of economic developmenton our low tax system.  This is questionable.  The mechanism of economic developmenton our low tax system.  This is questionable.  The mechanism of economic developmenton our low tax system.  This is questionable.  The mechanism of economic development

is much more complex than this.  It must be borne in mind that many other economiesis much more complex than this.  It must be borne in mind that many other economiesis much more complex than this.  It must be borne in mind that many other economiesis much more complex than this.  It must be borne in mind that many other economies

which impose much higher corporate tax rates have been doing equally well.  The beautywhich impose much higher corporate tax rates have been doing equally well.  The beautywhich impose much higher corporate tax rates have been doing equally well.  The beautywhich impose much higher corporate tax rates have been doing equally well.  The beauty

of the Hong Kong taxation system is its efficiency and simplicity rather than itsof the Hong Kong taxation system is its efficiency and simplicity rather than itsof the Hong Kong taxation system is its efficiency and simplicity rather than itsof the Hong Kong taxation system is its efficiency and simplicity rather than its

low rate of tax.  Moreover, even if a low tax system was appropriate for Hong Konglow rate of tax.  Moreover, even if a low tax system was appropriate for Hong Konglow rate of tax.  Moreover, even if a low tax system was appropriate for Hong Konglow rate of tax.  Moreover, even if a low tax system was appropriate for Hong Kong

in the past, there is no reason why such a tax system should not be modified in thein the past, there is no reason why such a tax system should not be modified in thein the past, there is no reason why such a tax system should not be modified in thein the past, there is no reason why such a tax system should not be modified in the

future.  And, above all, today's motion is just to suggest a comprehensive reviewfuture.  And, above all, today's motion is just to suggest a comprehensive reviewfuture.  And, above all, today's motion is just to suggest a comprehensive reviewfuture.  And, above all, today's motion is just to suggest a comprehensive review

of Hong Kong's taxation system; there is no prejudgement that such a review willof Hong Kong's taxation system; there is no prejudgement that such a review willof Hong Kong's taxation system; there is no prejudgement that such a review willof Hong Kong's taxation system; there is no prejudgement that such a review will

invariably lead to higher tax rates or even changes.invariably lead to higher tax rates or even changes.invariably lead to higher tax rates or even changes.invariably lead to higher tax rates or even changes.

SeconSeconSeconSecond, the Financial Secretaries of Hong Kong have never spelt out clearly whatd, the Financial Secretaries of Hong Kong have never spelt out clearly whatd, the Financial Secretaries of Hong Kong have never spelt out clearly whatd, the Financial Secretaries of Hong Kong have never spelt out clearly what

is meant by equity, and have evidently placed a relatively low priority on achievingis meant by equity, and have evidently placed a relatively low priority on achievingis meant by equity, and have evidently placed a relatively low priority on achievingis meant by equity, and have evidently placed a relatively low priority on achieving

greater equity in Hong Kong's taxation system.  The two generally accepted equitygreater equity in Hong Kong's taxation system.  The two generally accepted equitygreater equity in Hong Kong's taxation system.  The two generally accepted equitygreater equity in Hong Kong's taxation system.  The two generally accepted equity

criteria are horizontal equity and vertical equity.  Horizontal equity means equalcriteria are horizontal equity and vertical equity.  Horizontal equity means equalcriteria are horizontal equity and vertical equity.  Horizontal equity means equalcriteria are horizontal equity and vertical equity.  Horizontal equity means equal

tax burden on people in similar situations.  Vertical equity means assigning the taxtax burden on people in similar situations.  Vertical equity means assigning the taxtax burden on people in similar situations.  Vertical equity means assigning the taxtax burden on people in similar situations.  Vertical equity means assigning the tax

burden according to the varying ability to pay among taxpayers.  These two criteriaburden according to the varying ability to pay among taxpayers.  These two criteriaburden according to the varying ability to pay among taxpayers.  These two criteriaburden according to the varying ability to pay among taxpayers.  These two criteria

are hardly fulfilled in Hong Kong's taxation system.  A full income tax systemare hardly fulfilled in Hong Kong's taxation system.  A full income tax systemare hardly fulfilled in Hong Kong's taxation system.  A full income tax systemare hardly fulfilled in Hong Kong's taxation system.  A full income tax system

(instead of the present system of differentiating different types of income such as(instead of the present system of differentiating different types of income such as(instead of the present system of differentiating different types of income such as(instead of the present system of differentiating different types of income such as

interests, profits and salaries)  with a higher degree of progressivity of tax ratesinterests, profits and salaries)  with a higher degree of progressivity of tax ratesinterests, profits and salaries)  with a higher degree of progressivity of tax ratesinterests, profits and salaries)  with a higher degree of progressivity of tax rates

would achieve horizontal and vertical equity better than the present system.  Itwould achieve horizontal and vertical equity better than the present system.  Itwould achieve horizontal and vertical equity better than the present system.  Itwould achieve horizontal and vertical equity better than the present system.  It

cannot be equitable under the present system when for example lower income earnerscannot be equitable under the present system when for example lower income earnerscannot be equitable under the present system when for example lower income earnerscannot be equitable under the present system when for example lower income earners

are pushed into a higher tax bracket and therefore pay a higher rate of effectiveare pushed into a higher tax bracket and therefore pay a higher rate of effectiveare pushed into a higher tax bracket and therefore pay a higher rate of effectiveare pushed into a higher tax bracket and therefore pay a higher rate of effective

tax while higher income groups would not be affected by inflation because they paytax while higher income groups would not be affected by inflation because they paytax while higher income groups would not be affected by inflation because they paytax while higher income groups would not be affected by inflation because they pay



the standard tax rate anyway, or when the middle income earners who do not yet paythe standard tax rate anyway, or when the middle income earners who do not yet paythe standard tax rate anyway, or when the middle income earners who do not yet paythe standard tax rate anyway, or when the middle income earners who do not yet pay

the standard rate have to pay a 25% tax for their marginal dollar earned while thethe standard rate have to pay a 25% tax for their marginal dollar earned while thethe standard rate have to pay a 25% tax for their marginal dollar earned while thethe standard rate have to pay a 25% tax for their marginal dollar earned while the

marginal tax rate for the higher income groups paying the standard rate is only 15%.marginal tax rate for the higher income groups paying the standard rate is only 15%.marginal tax rate for the higher income groups paying the standard rate is only 15%.marginal tax rate for the higher income groups paying the standard rate is only 15%.

For salaries tax, the middle income group bears an out-sized burden. In 1990-1991,For salaries tax, the middle income group bears an out-sized burden. In 1990-1991,For salaries tax, the middle income group bears an out-sized burden. In 1990-1991,For salaries tax, the middle income group bears an out-sized burden. In 1990-1991,

those earning HK$120,000 to HK$600,000 a year constituted 33% of all salariesthose earning HK$120,000 to HK$600,000 a year constituted 33% of all salariesthose earning HK$120,000 to HK$600,000 a year constituted 33% of all salariesthose earning HK$120,000 to HK$600,000 a year constituted 33% of all salaries

taxpayers but paid 65% of the total salaries tax.  The profits tax rate of Hong Kongtaxpayers but paid 65% of the total salaries tax.  The profits tax rate of Hong Kongtaxpayers but paid 65% of the total salaries tax.  The profits tax rate of Hong Kongtaxpayers but paid 65% of the total salaries tax.  The profits tax rate of Hong Kong

is certainly low, but it is a misconception that the tax rate paid by the middle incomeis certainly low, but it is a misconception that the tax rate paid by the middle incomeis certainly low, but it is a misconception that the tax rate paid by the middle incomeis certainly low, but it is a misconception that the tax rate paid by the middle income

people in Hong Kong is also low.  Take the case of Singapore; people who earn a monthlypeople in Hong Kong is also low.  Take the case of Singapore; people who earn a monthlypeople in Hong Kong is also low.  Take the case of Singapore; people who earn a monthlypeople in Hong Kong is also low.  Take the case of Singapore; people who earn a monthly

salary of about HK$12,000 in Hong Kong pay an effective tax rate of 12%, but onlysalary of about HK$12,000 in Hong Kong pay an effective tax rate of 12%, but onlysalary of about HK$12,000 in Hong Kong pay an effective tax rate of 12%, but onlysalary of about HK$12,000 in Hong Kong pay an effective tax rate of 12%, but only

8% in Singapore.  For a monthly salary of HK$16,000, a worker in Hong Kong pays an8% in Singapore.  For a monthly salary of HK$16,000, a worker in Hong Kong pays an8% in Singapore.  For a monthly salary of HK$16,000, a worker in Hong Kong pays an8% in Singapore.  For a monthly salary of HK$16,000, a worker in Hong Kong pays an

effective tax rate of 15% but a worker in Singapore pays only 10%.  Now, in fact foreffective tax rate of 15% but a worker in Singapore pays only 10%.  Now, in fact foreffective tax rate of 15% but a worker in Singapore pays only 10%.  Now, in fact foreffective tax rate of 15% but a worker in Singapore pays only 10%.  Now, in fact for

taxpayers within the income range of HK$9,000 to $30,000 per month, Hong Kong hastaxpayers within the income range of HK$9,000 to $30,000 per month, Hong Kong hastaxpayers within the income range of HK$9,000 to $30,000 per month, Hong Kong hastaxpayers within the income range of HK$9,000 to $30,000 per month, Hong Kong has

a higher tax rate than Singapore.a higher tax rate than Singapore.a higher tax rate than Singapore.a higher tax rate than Singapore.

Inequity is not confined to those who pay salaries tax.  Of even greater concernInequity is not confined to those who pay salaries tax.  Of even greater concernInequity is not confined to those who pay salaries tax.  Of even greater concernInequity is not confined to those who pay salaries tax.  Of even greater concern

is the rapid increase in the relative share of salaries tax in total direct taxes,is the rapid increase in the relative share of salaries tax in total direct taxes,is the rapid increase in the relative share of salaries tax in total direct taxes,is the rapid increase in the relative share of salaries tax in total direct taxes,

meaning that salary earners have suffered from an increasing tax burden relative tomeaning that salary earners have suffered from an increasing tax burden relative tomeaning that salary earners have suffered from an increasing tax burden relative tomeaning that salary earners have suffered from an increasing tax burden relative to

the profit earners.  In 1980-81, profits tax accounted for 69% and salaries tax forthe profit earners.  In 1980-81, profits tax accounted for 69% and salaries tax forthe profit earners.  In 1980-81, profits tax accounted for 69% and salaries tax forthe profit earners.  In 1980-81, profits tax accounted for 69% and salaries tax for

16% of all direct taxes.  In 1985-86, it was 61% for profits tax and a significant16% of all direct taxes.  In 1985-86, it was 61% for profits tax and a significant16% of all direct taxes.  In 1985-86, it was 61% for profits tax and a significant16% of all direct taxes.  In 1985-86, it was 61% for profits tax and a significant

jump to 32.3% for salaries tax.  In 1990-91, the relative share of salaries tax hadjump to 32.3% for salaries tax.  In 1990-91, the relative share of salaries tax hadjump to 32.3% for salaries tax.  In 1990-91, the relative share of salaries tax hadjump to 32.3% for salaries tax.  In 1990-91, the relative share of salaries tax had

gone up to 36.1% while that of profits tax had gone down further to 56.5%.  This isgone up to 36.1% while that of profits tax had gone down further to 56.5%.  This isgone up to 36.1% while that of profits tax had gone down further to 56.5%.  This isgone up to 36.1% while that of profits tax had gone down further to 56.5%.  This is

definitely not in line with the experiences of other countries and the nature of Hongdefinitely not in line with the experiences of other countries and the nature of Hongdefinitely not in line with the experiences of other countries and the nature of Hongdefinitely not in line with the experiences of other countries and the nature of Hong

Kong's economic and business development.  There is a prima facie case to examineKong's economic and business development.  There is a prima facie case to examineKong's economic and business development.  There is a prima facie case to examineKong's economic and business development.  There is a prima facie case to examine

the vertical and horizontal equity under Hong Kong's present taxation system.  Anythe vertical and horizontal equity under Hong Kong's present taxation system.  Anythe vertical and horizontal equity under Hong Kong's present taxation system.  Anythe vertical and horizontal equity under Hong Kong's present taxation system.  Any

direct tax increase in the future should be more directed at the profits tax.  Fordirect tax increase in the future should be more directed at the profits tax.  Fordirect tax increase in the future should be more directed at the profits tax.  Fordirect tax increase in the future should be more directed at the profits tax.  For

the purpose of sustaining Hong Kong's long-term economic growth, we have to investthe purpose of sustaining Hong Kong's long-term economic growth, we have to investthe purpose of sustaining Hong Kong's long-term economic growth, we have to investthe purpose of sustaining Hong Kong's long-term economic growth, we have to invest

substantially in human capital (that is, education and training) and technologicalsubstantially in human capital (that is, education and training) and technologicalsubstantially in human capital (that is, education and training) and technologicalsubstantially in human capital (that is, education and training) and technological

and physical infrastructure.  It is justifiable in this case to raise some revenueand physical infrastructure.  It is justifiable in this case to raise some revenueand physical infrastructure.  It is justifiable in this case to raise some revenueand physical infrastructure.  It is justifiable in this case to raise some revenue

to finance the increased expenditure.  Where do we find the additional revenue?  Ifto finance the increased expenditure.  Where do we find the additional revenue?  Ifto finance the increased expenditure.  Where do we find the additional revenue?  Ifto finance the increased expenditure.  Where do we find the additional revenue?  If

the business sector opposes any increase in profits tax and also the introductionthe business sector opposes any increase in profits tax and also the introductionthe business sector opposes any increase in profits tax and also the introductionthe business sector opposes any increase in profits tax and also the introduction

of a comprehensive sales tax, any additional revenue will have to come from theof a comprehensive sales tax, any additional revenue will have to come from theof a comprehensive sales tax, any additional revenue will have to come from theof a comprehensive sales tax, any additional revenue will have to come from the

salaries tax, the existing highly selective sales tax, or increase in rates.  It issalaries tax, the existing highly selective sales tax, or increase in rates.  It issalaries tax, the existing highly selective sales tax, or increase in rates.  It issalaries tax, the existing highly selective sales tax, or increase in rates.  It is

however the business sector which derives relatively more benefits from the economy'showever the business sector which derives relatively more benefits from the economy'showever the business sector which derives relatively more benefits from the economy'showever the business sector which derives relatively more benefits from the economy's

better infrasturcture and human capital endowment than the salary earners and lowerbetter infrasturcture and human capital endowment than the salary earners and lowerbetter infrasturcture and human capital endowment than the salary earners and lowerbetter infrasturcture and human capital endowment than the salary earners and lower

income groups.  If the business sector is not willing to chip in, is this fair?  Itincome groups.  If the business sector is not willing to chip in, is this fair?  Itincome groups.  If the business sector is not willing to chip in, is this fair?  Itincome groups.  If the business sector is not willing to chip in, is this fair?  It

is often said that free lunches are enjoyed by the lower income people.  Sometimes,is often said that free lunches are enjoyed by the lower income people.  Sometimes,is often said that free lunches are enjoyed by the lower income people.  Sometimes,is often said that free lunches are enjoyed by the lower income people.  Sometimes,

I wonder who are enjoying and want to enjoy free lunches, the poor or the affluent?I wonder who are enjoying and want to enjoy free lunches, the poor or the affluent?I wonder who are enjoying and want to enjoy free lunches, the poor or the affluent?I wonder who are enjoying and want to enjoy free lunches, the poor or the affluent?



It is fortunate that not all businessmen have this mentality and there are businessmenIt is fortunate that not all businessmen have this mentality and there are businessmenIt is fortunate that not all businessmen have this mentality and there are businessmenIt is fortunate that not all businessmen have this mentality and there are businessmen

in our society who care and have a sense of social responsibility.  Mr Deputyin our society who care and have a sense of social responsibility.  Mr Deputyin our society who care and have a sense of social responsibility.  Mr Deputyin our society who care and have a sense of social responsibility.  Mr Deputy

President, what we are talking about here are some generally accepted criteria ofPresident, what we are talking about here are some generally accepted criteria ofPresident, what we are talking about here are some generally accepted criteria ofPresident, what we are talking about here are some generally accepted criteria of

fairness and equity only.  We are not even talking about the worsening incomefairness and equity only.  We are not even talking about the worsening incomefairness and equity only.  We are not even talking about the worsening incomefairness and equity only.  We are not even talking about the worsening income

inequality in Hong Kong in recent years and certainly not the consideration of incomeinequality in Hong Kong in recent years and certainly not the consideration of incomeinequality in Hong Kong in recent years and certainly not the consideration of incomeinequality in Hong Kong in recent years and certainly not the consideration of income

redistribution policies.redistribution policies.redistribution policies.redistribution policies.

Lastly, we must recognize the fact the Hong Kong has changed significantly sinceLastly, we must recognize the fact the Hong Kong has changed significantly sinceLastly, we must recognize the fact the Hong Kong has changed significantly sinceLastly, we must recognize the fact the Hong Kong has changed significantly since

we first started industrialization on the basis of labour-intensive industries.we first started industrialization on the basis of labour-intensive industries.we first started industrialization on the basis of labour-intensive industries.we first started industrialization on the basis of labour-intensive industries.

We have now to reconsider our non-intervention or positive non-interventionWe have now to reconsider our non-intervention or positive non-interventionWe have now to reconsider our non-intervention or positive non-interventionWe have now to reconsider our non-intervention or positive non-intervention

policy no matter how successful such policy had been.  Faced with a rapid structuralpolicy no matter how successful such policy had been.  Faced with a rapid structuralpolicy no matter how successful such policy had been.  Faced with a rapid structuralpolicy no matter how successful such policy had been.  Faced with a rapid structural

change in the economy and within the manufacturing sector, the Government should nochange in the economy and within the manufacturing sector, the Government should nochange in the economy and within the manufacturing sector, the Government should nochange in the economy and within the manufacturing sector, the Government should no

longer follow the strict rule that tax policy should always be neutral in resourceslonger follow the strict rule that tax policy should always be neutral in resourceslonger follow the strict rule that tax policy should always be neutral in resourceslonger follow the strict rule that tax policy should always be neutral in resources

allocation.  Under the existing circumstances of structural change, tax incentivesallocation.  Under the existing circumstances of structural change, tax incentivesallocation.  Under the existing circumstances of structural change, tax incentivesallocation.  Under the existing circumstances of structural change, tax incentives

or concessions can be much more effective than Hong Kong's traditional emphasis onor concessions can be much more effective than Hong Kong's traditional emphasis onor concessions can be much more effective than Hong Kong's traditional emphasis onor concessions can be much more effective than Hong Kong's traditional emphasis on

low profits tax in inducing long-term investment.  In a recent study by a team oflow profits tax in inducing long-term investment.  In a recent study by a team oflow profits tax in inducing long-term investment.  In a recent study by a team oflow profits tax in inducing long-term investment.  In a recent study by a team of

Harvard economists, spending by companies on R & D is found to be more sensitive toHarvard economists, spending by companies on R & D is found to be more sensitive toHarvard economists, spending by companies on R & D is found to be more sensitive toHarvard economists, spending by companies on R & D is found to be more sensitive to

small changes in taxes than economists have generally assumed.small changes in taxes than economists have generally assumed.small changes in taxes than economists have generally assumed.small changes in taxes than economists have generally assumed.

Mr Deputy PresiMr Deputy PresiMr Deputy PresiMr Deputy President, I support the motion.dent, I support the motion.dent, I support the motion.dent, I support the motion.

MR VINCENT CHENG: Mr Deputy President, I hope you will allow me a few seconds justMR VINCENT CHENG: Mr Deputy President, I hope you will allow me a few seconds justMR VINCENT CHENG: Mr Deputy President, I hope you will allow me a few seconds justMR VINCENT CHENG: Mr Deputy President, I hope you will allow me a few seconds just

to send my regards to our colleague, Mr NG Ming-yum, who is hospitalized.  I wishto send my regards to our colleague, Mr NG Ming-yum, who is hospitalized.  I wishto send my regards to our colleague, Mr NG Ming-yum, who is hospitalized.  I wishto send my regards to our colleague, Mr NG Ming-yum, who is hospitalized.  I wish

him speedy recovery and sincerely hope he will be back with us very soon.him speedy recovery and sincerely hope he will be back with us very soon.him speedy recovery and sincerely hope he will be back with us very soon.him speedy recovery and sincerely hope he will be back with us very soon.

I am not opposed to periodic reviews of the taxation system.  With structuralI am not opposed to periodic reviews of the taxation system.  With structuralI am not opposed to periodic reviews of the taxation system.  With structuralI am not opposed to periodic reviews of the taxation system.  With structural

changes in the economy, the Administration needs to refine and strengthen our taxationchanges in the economy, the Administration needs to refine and strengthen our taxationchanges in the economy, the Administration needs to refine and strengthen our taxationchanges in the economy, the Administration needs to refine and strengthen our taxation

system to ensure an optimal policy which rewards hard work, encourages investmentsystem to ensure an optimal policy which rewards hard work, encourages investmentsystem to ensure an optimal policy which rewards hard work, encourages investmentsystem to ensure an optimal policy which rewards hard work, encourages investment

and at the same time generates sufficient revenue to meet our social aspirations.and at the same time generates sufficient revenue to meet our social aspirations.and at the same time generates sufficient revenue to meet our social aspirations.and at the same time generates sufficient revenue to meet our social aspirations.

By and large, we have been doing so.  In preparing the Government's annual Budget,By and large, we have been doing so.  In preparing the Government's annual Budget,By and large, we have been doing so.  In preparing the Government's annual Budget,By and large, we have been doing so.  In preparing the Government's annual Budget,

the Administration revises the direct and indirect tax rates as well as governmentthe Administration revises the direct and indirect tax rates as well as governmentthe Administration revises the direct and indirect tax rates as well as governmentthe Administration revises the direct and indirect tax rates as well as government

fees and charges, taking into consideration a whole array of social and economicfees and charges, taking into consideration a whole array of social and economicfees and charges, taking into consideration a whole array of social and economicfees and charges, taking into consideration a whole array of social and economic

factors.factors.factors.factors.

The Joint Liaison Committee on Taxation which comprises a group of real ratherThe Joint Liaison Committee on Taxation which comprises a group of real ratherThe Joint Liaison Committee on Taxation which comprises a group of real ratherThe Joint Liaison Committee on Taxation which comprises a group of real rather

than self-appointed experts also advises the Government on taxation matters whichthan self-appointed experts also advises the Government on taxation matters whichthan self-appointed experts also advises the Government on taxation matters whichthan self-appointed experts also advises the Government on taxation matters which



are inevitably complex, technical and sometimes emotional.  However, the economicare inevitably complex, technical and sometimes emotional.  However, the economicare inevitably complex, technical and sometimes emotional.  However, the economicare inevitably complex, technical and sometimes emotional.  However, the economic

success, the massive social and economic programmes we have been able to undertakesuccess, the massive social and economic programmes we have been able to undertakesuccess, the massive social and economic programmes we have been able to undertakesuccess, the massive social and economic programmes we have been able to undertake

and the Government's sound fiscal position are strong evidence that Hong Kong hasand the Government's sound fiscal position are strong evidence that Hong Kong hasand the Government's sound fiscal position are strong evidence that Hong Kong hasand the Government's sound fiscal position are strong evidence that Hong Kong has

got a very effective, efficient and simple tax system.  The need for a comprehensivegot a very effective, efficient and simple tax system.  The need for a comprehensivegot a very effective, efficient and simple tax system.  The need for a comprehensivegot a very effective, efficient and simple tax system.  The need for a comprehensive

review is therefore not there.  Of course, Hong Kong's tax system is not perfect andreview is therefore not there.  Of course, Hong Kong's tax system is not perfect andreview is therefore not there.  Of course, Hong Kong's tax system is not perfect andreview is therefore not there.  Of course, Hong Kong's tax system is not perfect and

therefore periodic fine-tuning and refinement is necessary.  But there is no suchtherefore periodic fine-tuning and refinement is necessary.  But there is no suchtherefore periodic fine-tuning and refinement is necessary.  But there is no suchtherefore periodic fine-tuning and refinement is necessary.  But there is no such

thing as a perfect tax system which can only be found in textbooks or political partything as a perfect tax system which can only be found in textbooks or political partything as a perfect tax system which can only be found in textbooks or political partything as a perfect tax system which can only be found in textbooks or political party

platforms, the reason being that a tax system has to meet many conflicting goals.platforms, the reason being that a tax system has to meet many conflicting goals.platforms, the reason being that a tax system has to meet many conflicting goals.platforms, the reason being that a tax system has to meet many conflicting goals.

Just to quote a few examples, we want a system which generates sufficient revenueJust to quote a few examples, we want a system which generates sufficient revenueJust to quote a few examples, we want a system which generates sufficient revenueJust to quote a few examples, we want a system which generates sufficient revenue

to meet society's aspirations, but we also want a system of low tax; we want to plugto meet society's aspirations, but we also want a system of low tax; we want to plugto meet society's aspirations, but we also want a system of low tax; we want to plugto meet society's aspirations, but we also want a system of low tax; we want to plug

the tax loopholes but we also want a simple tax system; we want to have a stable andthe tax loopholes but we also want a simple tax system; we want to have a stable andthe tax loopholes but we also want a simple tax system; we want to have a stable andthe tax loopholes but we also want a simple tax system; we want to have a stable and

broad tax base less susceptible to economic cycles but indirect taxes are regardedbroad tax base less susceptible to economic cycles but indirect taxes are regardedbroad tax base less susceptible to economic cycles but indirect taxes are regardedbroad tax base less susceptible to economic cycles but indirect taxes are regarded

as regressive: we want those with high income to pay more but a progressive tax systemas regressive: we want those with high income to pay more but a progressive tax systemas regressive: we want those with high income to pay more but a progressive tax systemas regressive: we want those with high income to pay more but a progressive tax system

punishes those who work hard and reduces incentive which are essential elements forpunishes those who work hard and reduces incentive which are essential elements forpunishes those who work hard and reduces incentive which are essential elements forpunishes those who work hard and reduces incentive which are essential elements for

the success of this territory.  We need to revise the tax system periodically butthe success of this territory.  We need to revise the tax system periodically butthe success of this territory.  We need to revise the tax system periodically butthe success of this territory.  We need to revise the tax system periodically but

we also need to provide certainty to investors.  I can go on and on.we also need to provide certainty to investors.  I can go on and on.we also need to provide certainty to investors.  I can go on and on.we also need to provide certainty to investors.  I can go on and on.

Mr Deputy President, in my mind we already have adequate mechanisms in Hong KongMr Deputy President, in my mind we already have adequate mechanisms in Hong KongMr Deputy President, in my mind we already have adequate mechanisms in Hong KongMr Deputy President, in my mind we already have adequate mechanisms in Hong Kong

to assess public views and consider tax reform proposals from both the Governmentto assess public views and consider tax reform proposals from both the Governmentto assess public views and consider tax reform proposals from both the Governmentto assess public views and consider tax reform proposals from both the Government

and the public.  It is wrong to say that our tax system has been stagnant.  Tax reformsand the public.  It is wrong to say that our tax system has been stagnant.  Tax reformsand the public.  It is wrong to say that our tax system has been stagnant.  Tax reformsand the public.  It is wrong to say that our tax system has been stagnant.  Tax reforms

have been introduced in the last few years with the help of the Joint Liaison Committeehave been introduced in the last few years with the help of the Joint Liaison Committeehave been introduced in the last few years with the help of the Joint Liaison Committeehave been introduced in the last few years with the help of the Joint Liaison Committee

on Taxation; for example, we now have separate assessment for women; we have createdon Taxation; for example, we now have separate assessment for women; we have createdon Taxation; for example, we now have separate assessment for women; we have createdon Taxation; for example, we now have separate assessment for women; we have created

the provisional basis of assessment; we have strengthened the Government's anti-the provisional basis of assessment; we have strengthened the Government's anti-the provisional basis of assessment; we have strengthened the Government's anti-the provisional basis of assessment; we have strengthened the Government's anti-

avoidance powers.  I understand that more proposals are in the pipeline.  It wouldavoidance powers.  I understand that more proposals are in the pipeline.  It wouldavoidance powers.  I understand that more proposals are in the pipeline.  It wouldavoidance powers.  I understand that more proposals are in the pipeline.  It would

therefore be more appropriate for this group of experts to continue their good worktherefore be more appropriate for this group of experts to continue their good worktherefore be more appropriate for this group of experts to continue their good worktherefore be more appropriate for this group of experts to continue their good work

instead of forming a new group with wide representation.  A committee with wideinstead of forming a new group with wide representation.  A committee with wideinstead of forming a new group with wide representation.  A committee with wideinstead of forming a new group with wide representation.  A committee with wide

representation is not the right approach to taxation matters.  We need informed andrepresentation is not the right approach to taxation matters.  We need informed andrepresentation is not the right approach to taxation matters.  We need informed andrepresentation is not the right approach to taxation matters.  We need informed and

professional input on taxation matters which could be highly technical rather thanprofessional input on taxation matters which could be highly technical rather thanprofessional input on taxation matters which could be highly technical rather thanprofessional input on taxation matters which could be highly technical rather than

creating a political group to discuss taxation.  I know some of us want to set upcreating a political group to discuss taxation.  I know some of us want to set upcreating a political group to discuss taxation.  I know some of us want to set upcreating a political group to discuss taxation.  I know some of us want to set up

such a committee to achieve their social and political objectives.  This is debatablesuch a committee to achieve their social and political objectives.  This is debatablesuch a committee to achieve their social and political objectives.  This is debatablesuch a committee to achieve their social and political objectives.  This is debatable

and the forum inappropriate.  We should debate our social and political agenda inand the forum inappropriate.  We should debate our social and political agenda inand the forum inappropriate.  We should debate our social and political agenda inand the forum inappropriate.  We should debate our social and political agenda in

this Council.  Why do we need another structure?this Council.  Why do we need another structure?this Council.  Why do we need another structure?this Council.  Why do we need another structure?

I would recommend I would recommend I would recommend I would recommend to the Administration that it should widen the scope ofto the Administration that it should widen the scope ofto the Administration that it should widen the scope ofto the Administration that it should widen the scope of

responsibility of the Joint Liaison Committee on Taxation to look at wider taxationresponsibility of the Joint Liaison Committee on Taxation to look at wider taxationresponsibility of the Joint Liaison Committee on Taxation to look at wider taxationresponsibility of the Joint Liaison Committee on Taxation to look at wider taxation

issues instead of forming a new political body.  I know there are a number of problemsissues instead of forming a new political body.  I know there are a number of problemsissues instead of forming a new political body.  I know there are a number of problemsissues instead of forming a new political body.  I know there are a number of problems

associated with our taxation system -- problems of equity and others.  But there isassociated with our taxation system -- problems of equity and others.  But there isassociated with our taxation system -- problems of equity and others.  But there isassociated with our taxation system -- problems of equity and others.  But there is

no need for another body.  I therefore oppose the motion and the amendment.no need for another body.  I therefore oppose the motion and the amendment.no need for another body.  I therefore oppose the motion and the amendment.no need for another body.  I therefore oppose the motion and the amendment.



MR MARVIN CHEUNG: Mr Deputy President, the previous Financial Secretary stated onMR MARVIN CHEUNG: Mr Deputy President, the previous Financial Secretary stated onMR MARVIN CHEUNG: Mr Deputy President, the previous Financial Secretary stated onMR MARVIN CHEUNG: Mr Deputy President, the previous Financial Secretary stated on

a number of occasions that Hong Kong's tax base is very narrow, that is, the majoritya number of occasions that Hong Kong's tax base is very narrow, that is, the majoritya number of occasions that Hong Kong's tax base is very narrow, that is, the majoritya number of occasions that Hong Kong's tax base is very narrow, that is, the majority

of tax revenue is collected from a relatively small group of taxpayers.  Because ofof tax revenue is collected from a relatively small group of taxpayers.  Because ofof tax revenue is collected from a relatively small group of taxpayers.  Because ofof tax revenue is collected from a relatively small group of taxpayers.  Because of

this, there is a danger that if there is a major downturn in the economy at some timethis, there is a danger that if there is a major downturn in the economy at some timethis, there is a danger that if there is a major downturn in the economy at some timethis, there is a danger that if there is a major downturn in the economy at some time

in the future and fortunes of the principal taxpayers suffer, the Government's revenuein the future and fortunes of the principal taxpayers suffer, the Government's revenuein the future and fortunes of the principal taxpayers suffer, the Government's revenuein the future and fortunes of the principal taxpayers suffer, the Government's revenue

could be severely affected.  In a letter dated 18 January 1992 replying to a questioncould be severely affected.  In a letter dated 18 January 1992 replying to a questioncould be severely affected.  In a letter dated 18 January 1992 replying to a questioncould be severely affected.  In a letter dated 18 January 1992 replying to a question

raised by the Honourable Peter WONG, the Secretary for the Treasury stated and I quoteraised by the Honourable Peter WONG, the Secretary for the Treasury stated and I quoteraised by the Honourable Peter WONG, the Secretary for the Treasury stated and I quoteraised by the Honourable Peter WONG, the Secretary for the Treasury stated and I quote

"As I explained to the Council, the problem is that for historical reasons the Hong"As I explained to the Council, the problem is that for historical reasons the Hong"As I explained to the Council, the problem is that for historical reasons the Hong"As I explained to the Council, the problem is that for historical reasons the Hong

Kong Government's revenue is overdependent on direct tax.  In 1990-91 the ratio wasKong Government's revenue is overdependent on direct tax.  In 1990-91 the ratio wasKong Government's revenue is overdependent on direct tax.  In 1990-91 the ratio wasKong Government's revenue is overdependent on direct tax.  In 1990-91 the ratio was

60% direct tax to 40% indirect.  In past years our taxation system served Hong Kong60% direct tax to 40% indirect.  In past years our taxation system served Hong Kong60% direct tax to 40% indirect.  In past years our taxation system served Hong Kong60% direct tax to 40% indirect.  In past years our taxation system served Hong Kong

adequately.  But it has become less satisfactory as major developments in ouradequately.  But it has become less satisfactory as major developments in ouradequately.  But it has become less satisfactory as major developments in ouradequately.  But it has become less satisfactory as major developments in our

physical and social infrastructure have required an increasing financial commitmentphysical and social infrastructure have required an increasing financial commitmentphysical and social infrastructure have required an increasing financial commitmentphysical and social infrastructure have required an increasing financial commitment

from the Government.  It is also inequitable in that a very small percentage offrom the Government.  It is also inequitable in that a very small percentage offrom the Government.  It is also inequitable in that a very small percentage offrom the Government.  It is also inequitable in that a very small percentage of

taxpayers shoulder most of the burden of paying for government services to antaxpayers shoulder most of the burden of paying for government services to antaxpayers shoulder most of the burden of paying for government services to antaxpayers shoulder most of the burden of paying for government services to an

increasingly prosperous community and within that small percentage of taxpayers theincreasingly prosperous community and within that small percentage of taxpayers theincreasingly prosperous community and within that small percentage of taxpayers theincreasingly prosperous community and within that small percentage of taxpayers the

burden will devolve increasingly on the sector without the resources to engageburden will devolve increasingly on the sector without the resources to engageburden will devolve increasingly on the sector without the resources to engageburden will devolve increasingly on the sector without the resources to engage

professional advice on how to minimize their tax liability." A suggestion that theprofessional advice on how to minimize their tax liability." A suggestion that theprofessional advice on how to minimize their tax liability." A suggestion that theprofessional advice on how to minimize their tax liability." A suggestion that the

tax base could be widened by the introduction of a sales tax was made by the thentax base could be widened by the introduction of a sales tax was made by the thentax base could be widened by the introduction of a sales tax was made by the thentax base could be widened by the introduction of a sales tax was made by the then

Financial Secretary a few years ago.  This suggestion was not favourably receivedFinancial Secretary a few years ago.  This suggestion was not favourably receivedFinancial Secretary a few years ago.  This suggestion was not favourably receivedFinancial Secretary a few years ago.  This suggestion was not favourably received

by certain sectors of the community.  Recent statements by the present Financialby certain sectors of the community.  Recent statements by the present Financialby certain sectors of the community.  Recent statements by the present Financialby certain sectors of the community.  Recent statements by the present Financial

Secretary seemed to suggest that the Government is not pursuing this idea, at leastSecretary seemed to suggest that the Government is not pursuing this idea, at leastSecretary seemed to suggest that the Government is not pursuing this idea, at leastSecretary seemed to suggest that the Government is not pursuing this idea, at least

for the time being. If this is the case and assuming that the warning of the previousfor the time being. If this is the case and assuming that the warning of the previousfor the time being. If this is the case and assuming that the warning of the previousfor the time being. If this is the case and assuming that the warning of the previous

Financial Secretary of the risk to government revenue should be heeded, we need toFinancial Secretary of the risk to government revenue should be heeded, we need toFinancial Secretary of the risk to government revenue should be heeded, we need toFinancial Secretary of the risk to government revenue should be heeded, we need to

return to the question of what measures should be adopted to safeguard the futurereturn to the question of what measures should be adopted to safeguard the futurereturn to the question of what measures should be adopted to safeguard the futurereturn to the question of what measures should be adopted to safeguard the future

revenue yield of the Government.revenue yield of the Government.revenue yield of the Government.revenue yield of the Government.

Since the Second World War, the Hong Kong Government has on three occasions, thatSince the Second World War, the Hong Kong Government has on three occasions, thatSince the Second World War, the Hong Kong Government has on three occasions, thatSince the Second World War, the Hong Kong Government has on three occasions, that

is, 1954, 1967 and 1976, appointed a committee to conduct a review of the Inlandis, 1954, 1967 and 1976, appointed a committee to conduct a review of the Inlandis, 1954, 1967 and 1976, appointed a committee to conduct a review of the Inlandis, 1954, 1967 and 1976, appointed a committee to conduct a review of the Inland

Revenue Ordinance.  Except for these three committees, there existed no means wherebyRevenue Ordinance.  Except for these three committees, there existed no means wherebyRevenue Ordinance.  Except for these three committees, there existed no means wherebyRevenue Ordinance.  Except for these three committees, there existed no means whereby

a comprehensive and objective study may be made of the taxation system in Hong Kong.a comprehensive and objective study may be made of the taxation system in Hong Kong.a comprehensive and objective study may be made of the taxation system in Hong Kong.a comprehensive and objective study may be made of the taxation system in Hong Kong.

Accordingly, whilst various professional bodies or trade associations have madeAccordingly, whilst various professional bodies or trade associations have madeAccordingly, whilst various professional bodies or trade associations have madeAccordingly, whilst various professional bodies or trade associations have made

representations on specific issues to the Government from time to time, therepresentations on specific issues to the Government from time to time, therepresentations on specific issues to the Government from time to time, therepresentations on specific issues to the Government from time to time, the

inspiration for change has come, and almost entirely, from the Government's owninspiration for change has come, and almost entirely, from the Government's owninspiration for change has come, and almost entirely, from the Government's owninspiration for change has come, and almost entirely, from the Government's own

resources.resources.resources.resources.

Taxation is always an emotive subject.  I understand from a reliable Taxation is always an emotive subject.  I understand from a reliable Taxation is always an emotive subject.  I understand from a reliable Taxation is always an emotive subject.  I understand from a reliable source thatsource thatsource thatsource that



most of the submissions made to Financial Secretaries on taxation matters over themost of the submissions made to Financial Secretaries on taxation matters over themost of the submissions made to Financial Secretaries on taxation matters over themost of the submissions made to Financial Secretaries on taxation matters over the

years can be summarized in one sentence: Do not tax me, tax somebody else.years can be summarized in one sentence: Do not tax me, tax somebody else.years can be summarized in one sentence: Do not tax me, tax somebody else.years can be summarized in one sentence: Do not tax me, tax somebody else.

The choice of taxation strategy is always going to involve a question of policyThe choice of taxation strategy is always going to involve a question of policyThe choice of taxation strategy is always going to involve a question of policyThe choice of taxation strategy is always going to involve a question of policy

because there can be no equity where taxes are concerned.  I accept that under thebecause there can be no equity where taxes are concerned.  I accept that under thebecause there can be no equity where taxes are concerned.  I accept that under thebecause there can be no equity where taxes are concerned.  I accept that under the

present political structure in Hong Kong where it is enshrined in the Sino-Britishpresent political structure in Hong Kong where it is enshrined in the Sino-Britishpresent political structure in Hong Kong where it is enshrined in the Sino-Britishpresent political structure in Hong Kong where it is enshrined in the Sino-British

Joint Declaration that the Government will be an executive-led one, the choice ofJoint Declaration that the Government will be an executive-led one, the choice ofJoint Declaration that the Government will be an executive-led one, the choice ofJoint Declaration that the Government will be an executive-led one, the choice of

taxation strategy must rest with the Government.  On the other hand, any changes intaxation strategy must rest with the Government.  On the other hand, any changes intaxation strategy must rest with the Government.  On the other hand, any changes intaxation strategy must rest with the Government.  On the other hand, any changes in

our tax structure will involve legislation.  Unless the Government is content notour tax structure will involve legislation.  Unless the Government is content notour tax structure will involve legislation.  Unless the Government is content notour tax structure will involve legislation.  Unless the Government is content not

to make changes in policy for the foreseeable future, it will require the supportto make changes in policy for the foreseeable future, it will require the supportto make changes in policy for the foreseeable future, it will require the supportto make changes in policy for the foreseeable future, it will require the support

of a majority of Members of this Council to implement the proposed changes.  For thisof a majority of Members of this Council to implement the proposed changes.  For thisof a majority of Members of this Council to implement the proposed changes.  For thisof a majority of Members of this Council to implement the proposed changes.  For this

reason, I suggest that it would be advisable for the Government to canvass the viewsreason, I suggest that it would be advisable for the Government to canvass the viewsreason, I suggest that it would be advisable for the Government to canvass the viewsreason, I suggest that it would be advisable for the Government to canvass the views

of Council Members before deciding on changes in its taxation policy.of Council Members before deciding on changes in its taxation policy.of Council Members before deciding on changes in its taxation policy.of Council Members before deciding on changes in its taxation policy.

As I do feel that the warning of As I do feel that the warning of As I do feel that the warning of As I do feel that the warning of the previous Financial Secretary about thethe previous Financial Secretary about thethe previous Financial Secretary about thethe previous Financial Secretary about the

vulnerability of our tax base cannot be ignored, I support Mr LI's motion to urgevulnerability of our tax base cannot be ignored, I support Mr LI's motion to urgevulnerability of our tax base cannot be ignored, I support Mr LI's motion to urgevulnerability of our tax base cannot be ignored, I support Mr LI's motion to urge

the Government to set up a committee to conduct a comprehensive review of our taxthe Government to set up a committee to conduct a comprehensive review of our taxthe Government to set up a committee to conduct a comprehensive review of our taxthe Government to set up a committee to conduct a comprehensive review of our tax

system and I would suggest that the majority of its members should be selected fromsystem and I would suggest that the majority of its members should be selected fromsystem and I would suggest that the majority of its members should be selected fromsystem and I would suggest that the majority of its members should be selected from

this Council.  The review committee should look both at the policy and the practicalthis Council.  The review committee should look both at the policy and the practicalthis Council.  The review committee should look both at the policy and the practicalthis Council.  The review committee should look both at the policy and the practical

application of various alternatives and thereafter make its findings available toapplication of various alternatives and thereafter make its findings available toapplication of various alternatives and thereafter make its findings available toapplication of various alternatives and thereafter make its findings available to

the Government.  The committee's role should be that of an adviser to the Government.the Government.  The committee's role should be that of an adviser to the Government.the Government.  The committee's role should be that of an adviser to the Government.the Government.  The committee's role should be that of an adviser to the Government.

I am aware that there exists an informal group calling itself the Joint LiaisonI am aware that there exists an informal group calling itself the Joint LiaisonI am aware that there exists an informal group calling itself the Joint LiaisonI am aware that there exists an informal group calling itself the Joint Liaison

Committee on Taxation.  It comprises members appointed by such bodies as the HongCommittee on Taxation.  It comprises members appointed by such bodies as the HongCommittee on Taxation.  It comprises members appointed by such bodies as the HongCommittee on Taxation.  It comprises members appointed by such bodies as the Hong

Kong Society of Accountants, the Law Society and various chambers of commerce as wellKong Society of Accountants, the Law Society and various chambers of commerce as wellKong Society of Accountants, the Law Society and various chambers of commerce as wellKong Society of Accountants, the Law Society and various chambers of commerce as well

as the Commissioner of Inland Revenue and a law draftsman.  While these appointeesas the Commissioner of Inland Revenue and a law draftsman.  While these appointeesas the Commissioner of Inland Revenue and a law draftsman.  While these appointeesas the Commissioner of Inland Revenue and a law draftsman.  While these appointees

owe their membership to the various sponsoring organizations, they do not in any wayowe their membership to the various sponsoring organizations, they do not in any wayowe their membership to the various sponsoring organizations, they do not in any wayowe their membership to the various sponsoring organizations, they do not in any way

represent the views of those organizations.  Nevertheless, I know that all therepresent the views of those organizations.  Nevertheless, I know that all therepresent the views of those organizations.  Nevertheless, I know that all therepresent the views of those organizations.  Nevertheless, I know that all the

members of this group are very experienced professionals and are knowledgeable aboutmembers of this group are very experienced professionals and are knowledgeable aboutmembers of this group are very experienced professionals and are knowledgeable aboutmembers of this group are very experienced professionals and are knowledgeable about

the practical application of tax legislation.  Over the years they have made valuablethe practical application of tax legislation.  Over the years they have made valuablethe practical application of tax legislation.  Over the years they have made valuablethe practical application of tax legislation.  Over the years they have made valuable

contribution to the Government on tax matters.contribution to the Government on tax matters.contribution to the Government on tax matters.contribution to the Government on tax matters.

I would urge the GoI would urge the GoI would urge the GoI would urge the Government, firstly, to include members of the Joint Liaisonvernment, firstly, to include members of the Joint Liaisonvernment, firstly, to include members of the Joint Liaisonvernment, firstly, to include members of the Joint Liaison

Committee in the review committee and, secondly, to formalize the existence of thisCommittee in the review committee and, secondly, to formalize the existence of thisCommittee in the review committee and, secondly, to formalize the existence of thisCommittee in the review committee and, secondly, to formalize the existence of this

group by setting up a formal standing advisory committee on taxation to which most,group by setting up a formal standing advisory committee on taxation to which most,group by setting up a formal standing advisory committee on taxation to which most,group by setting up a formal standing advisory committee on taxation to which most,

if not all, of the members of the Joint Liaison Committee should be appointed adif not all, of the members of the Joint Liaison Committee should be appointed adif not all, of the members of the Joint Liaison Committee should be appointed adif not all, of the members of the Joint Liaison Committee should be appointed ad

personam.  The standing advisory committee would be able to provide technical supportpersonam.  The standing advisory committee would be able to provide technical supportpersonam.  The standing advisory committee would be able to provide technical supportpersonam.  The standing advisory committee would be able to provide technical support

to the review committee on the practicality of any proposed changes to tax policy.to the review committee on the practicality of any proposed changes to tax policy.to the review committee on the practicality of any proposed changes to tax policy.to the review committee on the practicality of any proposed changes to tax policy.



It would also be able to advise the Government on tax-related matters on an on-goingIt would also be able to advise the Government on tax-related matters on an on-goingIt would also be able to advise the Government on tax-related matters on an on-goingIt would also be able to advise the Government on tax-related matters on an on-going

basis.basis.basis.basis.

I now turn to the amendment to Mr Fred LI's motion proposed by Mr Frederick FUNG.I now turn to the amendment to Mr Fred LI's motion proposed by Mr Frederick FUNG.I now turn to the amendment to Mr Fred LI's motion proposed by Mr Frederick FUNG.I now turn to the amendment to Mr Fred LI's motion proposed by Mr Frederick FUNG.

I cannot help but wonder why Mr FUNG has come to the conclusion that one of theI cannot help but wonder why Mr FUNG has come to the conclusion that one of theI cannot help but wonder why Mr FUNG has come to the conclusion that one of theI cannot help but wonder why Mr FUNG has come to the conclusion that one of the

objectives of the review committee should be to reduce the tax burden of the low andobjectives of the review committee should be to reduce the tax burden of the low andobjectives of the review committee should be to reduce the tax burden of the low andobjectives of the review committee should be to reduce the tax burden of the low and

middle income groups.  As I said earlier, the prime objective of the review committeemiddle income groups.  As I said earlier, the prime objective of the review committeemiddle income groups.  As I said earlier, the prime objective of the review committeemiddle income groups.  As I said earlier, the prime objective of the review committee

must be to identify means by which the future revenue yield of the Government canmust be to identify means by which the future revenue yield of the Government canmust be to identify means by which the future revenue yield of the Government canmust be to identify means by which the future revenue yield of the Government can

be secured.  Of course the measures involved must at the same time be acceptable tobe secured.  Of course the measures involved must at the same time be acceptable tobe secured.  Of course the measures involved must at the same time be acceptable tobe secured.  Of course the measures involved must at the same time be acceptable to

the community.  Unless there is compelling evidence to show that the tax burden onthe community.  Unless there is compelling evidence to show that the tax burden onthe community.  Unless there is compelling evidence to show that the tax burden onthe community.  Unless there is compelling evidence to show that the tax burden on

the low to middle income groups is disproportionately high, the adoption of thethe low to middle income groups is disproportionately high, the adoption of thethe low to middle income groups is disproportionately high, the adoption of thethe low to middle income groups is disproportionately high, the adoption of the

objectives cited in Mr FUNG's amendment will mean that the reduction in the revenueobjectives cited in Mr FUNG's amendment will mean that the reduction in the revenueobjectives cited in Mr FUNG's amendment will mean that the reduction in the revenueobjectives cited in Mr FUNG's amendment will mean that the reduction in the revenue

yield must be made good somewhere else.  Whilst I do not rule out this possibility,yield must be made good somewhere else.  Whilst I do not rule out this possibility,yield must be made good somewhere else.  Whilst I do not rule out this possibility,yield must be made good somewhere else.  Whilst I do not rule out this possibility,

I question how Mr FUNG can come to this conclusion before the commencement of theI question how Mr FUNG can come to this conclusion before the commencement of theI question how Mr FUNG can come to this conclusion before the commencement of theI question how Mr FUNG can come to this conclusion before the commencement of the

comprehensive review.  Doing so is like saying "Do not tax me, tax somebody else"comprehensive review.  Doing so is like saying "Do not tax me, tax somebody else"comprehensive review.  Doing so is like saying "Do not tax me, tax somebody else"comprehensive review.  Doing so is like saying "Do not tax me, tax somebody else"

all over again.all over again.all over again.all over again.

I therefore feel obliged to reject Mr FUNG's amendment.I therefore feel obliged to reject Mr FUNG's amendment.I therefore feel obliged to reject Mr FUNG's amendment.I therefore feel obliged to reject Mr FUNG's amendment.

In closing I would urge the Government to proceed with care and not to make anyIn closing I would urge the Government to proceed with care and not to make anyIn closing I would urge the Government to proceed with care and not to make anyIn closing I would urge the Government to proceed with care and not to make any

fundamental changes to our tax system without a thorough evaluation of thefundamental changes to our tax system without a thorough evaluation of thefundamental changes to our tax system without a thorough evaluation of thefundamental changes to our tax system without a thorough evaluation of the

consequences.  Our present system is simple, cheap to implement and has served usconsequences.  Our present system is simple, cheap to implement and has served usconsequences.  Our present system is simple, cheap to implement and has served usconsequences.  Our present system is simple, cheap to implement and has served us

well for a long period of time.  It has also contributed to the success of Hong Kongwell for a long period of time.  It has also contributed to the success of Hong Kongwell for a long period of time.  It has also contributed to the success of Hong Kongwell for a long period of time.  It has also contributed to the success of Hong Kong

as a business, financial and commercial centre. If it is abandoned in favour of aas a business, financial and commercial centre. If it is abandoned in favour of aas a business, financial and commercial centre. If it is abandoned in favour of aas a business, financial and commercial centre. If it is abandoned in favour of a

complex and bureaucratic system, Hong Kong's business activities will diminish.complex and bureaucratic system, Hong Kong's business activities will diminish.complex and bureaucratic system, Hong Kong's business activities will diminish.complex and bureaucratic system, Hong Kong's business activities will diminish.

Ingenious devices will be adopted by the taxpayers to circumvent legislation.  ThisIngenious devices will be adopted by the taxpayers to circumvent legislation.  ThisIngenious devices will be adopted by the taxpayers to circumvent legislation.  ThisIngenious devices will be adopted by the taxpayers to circumvent legislation.  This

will lead to more complex anti-avoidance provisions.  And so the vicious cycle begins.will lead to more complex anti-avoidance provisions.  And so the vicious cycle begins.will lead to more complex anti-avoidance provisions.  And so the vicious cycle begins.will lead to more complex anti-avoidance provisions.  And so the vicious cycle begins.

Apart from tax practitioners -- and I must declare interest as one -- there will beApart from tax practitioners -- and I must declare interest as one -- there will beApart from tax practitioners -- and I must declare interest as one -- there will beApart from tax practitioners -- and I must declare interest as one -- there will be

very few winners at the end of the day.  With these cautionary remarks, I supportvery few winners at the end of the day.  With these cautionary remarks, I supportvery few winners at the end of the day.  With these cautionary remarks, I supportvery few winners at the end of the day.  With these cautionary remarks, I support

Mr Fred LI's motion.Mr Fred LI's motion.Mr Fred LI's motion.Mr Fred LI's motion.

MR CHEUNG MAN-KWONG (in Cantonese): Mr Deputy President, regarding payment of tax,MR CHEUNG MAN-KWONG (in Cantonese): Mr Deputy President, regarding payment of tax,MR CHEUNG MAN-KWONG (in Cantonese): Mr Deputy President, regarding payment of tax,MR CHEUNG MAN-KWONG (in Cantonese): Mr Deputy President, regarding payment of tax,

I am not asking for exemption or passing the tax burden on to others.  I only wouldI am not asking for exemption or passing the tax burden on to others.  I only wouldI am not asking for exemption or passing the tax burden on to others.  I only wouldI am not asking for exemption or passing the tax burden on to others.  I only would

like to urge the Government not to levy heavy tax on me.  In this motion debate onlike to urge the Government not to levy heavy tax on me.  In this motion debate onlike to urge the Government not to levy heavy tax on me.  In this motion debate onlike to urge the Government not to levy heavy tax on me.  In this motion debate on

taxation system, both the original motion moved by the Honourable Fred LI and thattaxation system, both the original motion moved by the Honourable Fred LI and thattaxation system, both the original motion moved by the Honourable Fred LI and thattaxation system, both the original motion moved by the Honourable Fred LI and that

amended by the Honourable Frederick FUNG are working on the common basis that theamended by the Honourable Frederick FUNG are working on the common basis that theamended by the Honourable Frederick FUNG are working on the common basis that theamended by the Honourable Frederick FUNG are working on the common basis that the

Government should set up a committee, with members representing a wide cross sectionGovernment should set up a committee, with members representing a wide cross sectionGovernment should set up a committee, with members representing a wide cross sectionGovernment should set up a committee, with members representing a wide cross section



of the community, to conduct a comprehensive tax review.  Representing the Hong Kongof the community, to conduct a comprehensive tax review.  Representing the Hong Kongof the community, to conduct a comprehensive tax review.  Representing the Hong Kongof the community, to conduct a comprehensive tax review.  Representing the Hong Kong

Professional Teachers' Union, I fully support the establishment of such a committeeProfessional Teachers' Union, I fully support the establishment of such a committeeProfessional Teachers' Union, I fully support the establishment of such a committeeProfessional Teachers' Union, I fully support the establishment of such a committee

and conducting a review on the taxation system in Hong Kong.and conducting a review on the taxation system in Hong Kong.and conducting a review on the taxation system in Hong Kong.and conducting a review on the taxation system in Hong Kong.

According to government and private sector estimates, while there will be anAccording to government and private sector estimates, while there will be anAccording to government and private sector estimates, while there will be anAccording to government and private sector estimates, while there will be an

average 5% growth in our economy, there is the likelihood of a sustained deficit budgetaverage 5% growth in our economy, there is the likelihood of a sustained deficit budgetaverage 5% growth in our economy, there is the likelihood of a sustained deficit budgetaverage 5% growth in our economy, there is the likelihood of a sustained deficit budget

in the face of enormous expenses from the airport and infrastructural projects, whichin the face of enormous expenses from the airport and infrastructural projects, whichin the face of enormous expenses from the airport and infrastructural projects, whichin the face of enormous expenses from the airport and infrastructural projects, which

is expected to deal a severe blow to social services that are closely related to theis expected to deal a severe blow to social services that are closely related to theis expected to deal a severe blow to social services that are closely related to theis expected to deal a severe blow to social services that are closely related to the

people's livelihood, including social welfare, education, health and security.  Inpeople's livelihood, including social welfare, education, health and security.  Inpeople's livelihood, including social welfare, education, health and security.  Inpeople's livelihood, including social welfare, education, health and security.  In

these circumstances, the Government is duty bound to conduct a new tax review onthese circumstances, the Government is duty bound to conduct a new tax review onthese circumstances, the Government is duty bound to conduct a new tax review onthese circumstances, the Government is duty bound to conduct a new tax review on

broadening the tax base, adjusting the tax rates, addressing the problem of taxbroadening the tax base, adjusting the tax rates, addressing the problem of taxbroadening the tax base, adjusting the tax rates, addressing the problem of taxbroadening the tax base, adjusting the tax rates, addressing the problem of tax

evasion and avoidance and raising revenue so as to protect the livelihood of the lowerevasion and avoidance and raising revenue so as to protect the livelihood of the lowerevasion and avoidance and raising revenue so as to protect the livelihood of the lowerevasion and avoidance and raising revenue so as to protect the livelihood of the lower

middle classes.middle classes.middle classes.middle classes.

Should a review be conducted, there is of course the need to set up a tax reviewShould a review be conducted, there is of course the need to set up a tax reviewShould a review be conducted, there is of course the need to set up a tax reviewShould a review be conducted, there is of course the need to set up a tax review

committee.  But some people are scared to death by the proposed establishment of thiscommittee.  But some people are scared to death by the proposed establishment of thiscommittee.  But some people are scared to death by the proposed establishment of thiscommittee.  But some people are scared to death by the proposed establishment of this

committee.  When I come across such reports in the newspapers, I will very often studycommittee.  When I come across such reports in the newspapers, I will very often studycommittee.  When I come across such reports in the newspapers, I will very often studycommittee.  When I come across such reports in the newspapers, I will very often study

them carefully in order to find out what these people are afraid of.  First, theythem carefully in order to find out what these people are afraid of.  First, theythem carefully in order to find out what these people are afraid of.  First, theythem carefully in order to find out what these people are afraid of.  First, they

are afraid that the committee will be widely represented.  They would rather opt forare afraid that the committee will be widely represented.  They would rather opt forare afraid that the committee will be widely represented.  They would rather opt forare afraid that the committee will be widely represented.  They would rather opt for

the existing Joint Liaison Committee on Taxation under the Financial Secretary which,the existing Joint Liaison Committee on Taxation under the Financial Secretary which,the existing Joint Liaison Committee on Taxation under the Financial Secretary which,the existing Joint Liaison Committee on Taxation under the Financial Secretary which,

comprising mainly representatives from the business, accounting and legal sectors,comprising mainly representatives from the business, accounting and legal sectors,comprising mainly representatives from the business, accounting and legal sectors,comprising mainly representatives from the business, accounting and legal sectors,

has neither statutory status nor transparency in its operations.  We do not know whathas neither statutory status nor transparency in its operations.  We do not know whathas neither statutory status nor transparency in its operations.  We do not know whathas neither statutory status nor transparency in its operations.  We do not know what

recommendations have been put forward by this Committee to the Financial Secretary,recommendations have been put forward by this Committee to the Financial Secretary,recommendations have been put forward by this Committee to the Financial Secretary,recommendations have been put forward by this Committee to the Financial Secretary,

but from events in the past, we are made aware that, while more and more grassrootsbut from events in the past, we are made aware that, while more and more grassrootsbut from events in the past, we are made aware that, while more and more grassrootsbut from events in the past, we are made aware that, while more and more grassroots

citizens have fallen into the tax net, more "sandwich class" people are shoulderingcitizens have fallen into the tax net, more "sandwich class" people are shoulderingcitizens have fallen into the tax net, more "sandwich class" people are shoulderingcitizens have fallen into the tax net, more "sandwich class" people are shouldering

a heavy tax burden and there is greater emphasis on indirect taxation, the rate ofa heavy tax burden and there is greater emphasis on indirect taxation, the rate ofa heavy tax burden and there is greater emphasis on indirect taxation, the rate ofa heavy tax burden and there is greater emphasis on indirect taxation, the rate of

profits tax has fallen from 18.5% in 1985 to the present 16.5%.  It may well be saidprofits tax has fallen from 18.5% in 1985 to the present 16.5%.  It may well be saidprofits tax has fallen from 18.5% in 1985 to the present 16.5%.  It may well be saidprofits tax has fallen from 18.5% in 1985 to the present 16.5%.  It may well be said

that the existing policy on taxation is unfair to the lower middle classes and needsthat the existing policy on taxation is unfair to the lower middle classes and needsthat the existing policy on taxation is unfair to the lower middle classes and needsthat the existing policy on taxation is unfair to the lower middle classes and needs

improvement.  As a first step, the existing Joint Liaison Committee on Taxationimprovement.  As a first step, the existing Joint Liaison Committee on Taxationimprovement.  As a first step, the existing Joint Liaison Committee on Taxationimprovement.  As a first step, the existing Joint Liaison Committee on Taxation

should become a Tax Review Committee and grassroots and union representatives be addedshould become a Tax Review Committee and grassroots and union representatives be addedshould become a Tax Review Committee and grassroots and union representatives be addedshould become a Tax Review Committee and grassroots and union representatives be added

to the existing membership so that the committee will be more widely represented andto the existing membership so that the committee will be more widely represented andto the existing membership so that the committee will be more widely represented andto the existing membership so that the committee will be more widely represented and

the interests of various sectors be reflected.the interests of various sectors be reflected.the interests of various sectors be reflected.the interests of various sectors be reflected.

Besides, there are some people who are afraid that the review committee willBesides, there are some people who are afraid that the review committee willBesides, there are some people who are afraid that the review committee willBesides, there are some people who are afraid that the review committee will

conduct a comprehensive review on the taxation system.  The Hong Kong Associationconduct a comprehensive review on the taxation system.  The Hong Kong Associationconduct a comprehensive review on the taxation system.  The Hong Kong Associationconduct a comprehensive review on the taxation system.  The Hong Kong Association

of Banks and the Hong Kong General Chamber of Commerce have categorically objectedof Banks and the Hong Kong General Chamber of Commerce have categorically objectedof Banks and the Hong Kong General Chamber of Commerce have categorically objectedof Banks and the Hong Kong General Chamber of Commerce have categorically objected

to a comprehensive review of our taxation system.  Why?  It is because the existingto a comprehensive review of our taxation system.  Why?  It is because the existingto a comprehensive review of our taxation system.  Why?  It is because the existingto a comprehensive review of our taxation system.  Why?  It is because the existing

system is very favourable to the business and financial sectors.  Take profits taxsystem is very favourable to the business and financial sectors.  Take profits taxsystem is very favourable to the business and financial sectors.  Take profits taxsystem is very favourable to the business and financial sectors.  Take profits tax



as an example.  The business and financial sectors in Hong Kong are enjoying anas an example.  The business and financial sectors in Hong Kong are enjoying anas an example.  The business and financial sectors in Hong Kong are enjoying anas an example.  The business and financial sectors in Hong Kong are enjoying an

exceptionally low tax rate, that is, 16.5%.  When compared to the lowest rate inexceptionally low tax rate, that is, 16.5%.  When compared to the lowest rate inexceptionally low tax rate, that is, 16.5%.  When compared to the lowest rate inexceptionally low tax rate, that is, 16.5%.  When compared to the lowest rate in

Southeast Asian countries (that is, 25% in Taiwan) and the lowest in the West (thatSoutheast Asian countries (that is, 25% in Taiwan) and the lowest in the West (thatSoutheast Asian countries (that is, 25% in Taiwan) and the lowest in the West (thatSoutheast Asian countries (that is, 25% in Taiwan) and the lowest in the West (that

is, 33% in New Zealand), it is obvious that Hong Kong is indeed a low tax paradiseis, 33% in New Zealand), it is obvious that Hong Kong is indeed a low tax paradiseis, 33% in New Zealand), it is obvious that Hong Kong is indeed a low tax paradiseis, 33% in New Zealand), it is obvious that Hong Kong is indeed a low tax paradise

for investors.for investors.for investors.for investors.

RecRecRecRecently, news has it that profits tax will be raised by half a percentage point.ently, news has it that profits tax will be raised by half a percentage point.ently, news has it that profits tax will be raised by half a percentage point.ently, news has it that profits tax will be raised by half a percentage point.

Let us see what arguments have been put forward by the business and financial sectorsLet us see what arguments have been put forward by the business and financial sectorsLet us see what arguments have been put forward by the business and financial sectorsLet us see what arguments have been put forward by the business and financial sectors

against such an increase:against such an increase:against such an increase:against such an increase:

(1)(1)(1)(1) Increasing profits tax by half a percentage point will deteIncreasing profits tax by half a percentage point will deteIncreasing profits tax by half a percentage point will deteIncreasing profits tax by half a percentage point will deter investors and reducer investors and reducer investors and reducer investors and reduce

competitiveness.  May we ask whether investors will turn their back on Hong Kong justcompetitiveness.  May we ask whether investors will turn their back on Hong Kong justcompetitiveness.  May we ask whether investors will turn their back on Hong Kong justcompetitiveness.  May we ask whether investors will turn their back on Hong Kong just

because of a half per cent increase in profits tax and switch to countries in Southeastbecause of a half per cent increase in profits tax and switch to countries in Southeastbecause of a half per cent increase in profits tax and switch to countries in Southeastbecause of a half per cent increase in profits tax and switch to countries in Southeast

Asia or in the West where profits tax is two times or even three times that in HongAsia or in the West where profits tax is two times or even three times that in HongAsia or in the West where profits tax is two times or even three times that in HongAsia or in the West where profits tax is two times or even three times that in Hong

Kong?Kong?Kong?Kong?

(2)(2)(2)(2) Such an increase will yield only $500 million.  This will only frighten awaySuch an increase will yield only $500 million.  This will only frighten awaySuch an increase will yield only $500 million.  This will only frighten awaySuch an increase will yield only $500 million.  This will only frighten away

investors while the gain is minimal.  What I want to say is that should $500 millioninvestors while the gain is minimal.  What I want to say is that should $500 millioninvestors while the gain is minimal.  What I want to say is that should $500 millioninvestors while the gain is minimal.  What I want to say is that should $500 million

be considered too insignificant a sum, then some labour bodies' proposal to increasebe considered too insignificant a sum, then some labour bodies' proposal to increasebe considered too insignificant a sum, then some labour bodies' proposal to increasebe considered too insignificant a sum, then some labour bodies' proposal to increase

profits tax by 2% should be accepted.  To the people of Hong Kong, as this will yieldprofits tax by 2% should be accepted.  To the people of Hong Kong, as this will yieldprofits tax by 2% should be accepted.  To the people of Hong Kong, as this will yieldprofits tax by 2% should be accepted.  To the people of Hong Kong, as this will yield

an additional income of more than $2,000 million, it is like offering them timelyan additional income of more than $2,000 million, it is like offering them timelyan additional income of more than $2,000 million, it is like offering them timelyan additional income of more than $2,000 million, it is like offering them timely

assistance in times of hardship.assistance in times of hardship.assistance in times of hardship.assistance in times of hardship.

(3)(3)(3)(3) Some people are of the Some people are of the Some people are of the Some people are of the view that the rate of profits tax has been coming downview that the rate of profits tax has been coming downview that the rate of profits tax has been coming downview that the rate of profits tax has been coming down

in other parts of the world; why then should Hong Kong go against this trend?  Thein other parts of the world; why then should Hong Kong go against this trend?  Thein other parts of the world; why then should Hong Kong go against this trend?  Thein other parts of the world; why then should Hong Kong go against this trend?  The

reason is very simple.  Mr ARCULLI said a while ago that Mr Maritn LEE had in thereason is very simple.  Mr ARCULLI said a while ago that Mr Maritn LEE had in thereason is very simple.  Mr ARCULLI said a while ago that Mr Maritn LEE had in thereason is very simple.  Mr ARCULLI said a while ago that Mr Maritn LEE had in the

past been in favour of a low tax rate; but here I would like to cite a Song poem topast been in favour of a low tax rate; but here I would like to cite a Song poem topast been in favour of a low tax rate; but here I would like to cite a Song poem topast been in favour of a low tax rate; but here I would like to cite a Song poem to

illustrate my point:illustrate my point:illustrate my point:illustrate my point:

It is a ridge or a peak,It is a ridge or a peak,It is a ridge or a peak,It is a ridge or a peak,

Depending on from which way one looks at it;Depending on from which way one looks at it;Depending on from which way one looks at it;Depending on from which way one looks at it;

It may appear high or low,It may appear high or low,It may appear high or low,It may appear high or low,

Depending on how far one is away from it.Depending on how far one is away from it.Depending on how far one is away from it.Depending on how far one is away from it.

The message from this poem is that sometimes a tax rate which appears low to a personThe message from this poem is that sometimes a tax rate which appears low to a personThe message from this poem is that sometimes a tax rate which appears low to a personThe message from this poem is that sometimes a tax rate which appears low to a person

may be regarded as high by some others.  As a matter of fact even though the Unitedmay be regarded as high by some others.  As a matter of fact even though the Unitedmay be regarded as high by some others.  As a matter of fact even though the Unitedmay be regarded as high by some others.  As a matter of fact even though the United

Democrats, which Mr Martin LEE represents, demand an increase from 16.5% to 17.5%Democrats, which Mr Martin LEE represents, demand an increase from 16.5% to 17.5%Democrats, which Mr Martin LEE represents, demand an increase from 16.5% to 17.5%Democrats, which Mr Martin LEE represents, demand an increase from 16.5% to 17.5%

of the profits tax, the rate is still low vis-a-vis the average world standard.  Weof the profits tax, the rate is still low vis-a-vis the average world standard.  Weof the profits tax, the rate is still low vis-a-vis the average world standard.  Weof the profits tax, the rate is still low vis-a-vis the average world standard.  We



do have the feeling that since the tax rate is already at its lowest, further loweringdo have the feeling that since the tax rate is already at its lowest, further loweringdo have the feeling that since the tax rate is already at its lowest, further loweringdo have the feeling that since the tax rate is already at its lowest, further lowering

of tax rate seems implausible. Raising profits tax, in my view, should be a viableof tax rate seems implausible. Raising profits tax, in my view, should be a viableof tax rate seems implausible. Raising profits tax, in my view, should be a viableof tax rate seems implausible. Raising profits tax, in my view, should be a viable

alternative, particularly in the event of a deficit.alternative, particularly in the event of a deficit.alternative, particularly in the event of a deficit.alternative, particularly in the event of a deficit.

But from this particular instance of raising profits tax, we can see theBut from this particular instance of raising profits tax, we can see theBut from this particular instance of raising profits tax, we can see theBut from this particular instance of raising profits tax, we can see the

selfishness hidden behind the absurd arguments put forward by certain people in theselfishness hidden behind the absurd arguments put forward by certain people in theselfishness hidden behind the absurd arguments put forward by certain people in theselfishness hidden behind the absurd arguments put forward by certain people in the

business sector, and I stress "certain people in the business sector".  Whilebusiness sector, and I stress "certain people in the business sector".  Whilebusiness sector, and I stress "certain people in the business sector".  Whilebusiness sector, and I stress "certain people in the business sector".  While

importing labour from overseas, they urge the local workforce to take the interestsimporting labour from overseas, they urge the local workforce to take the interestsimporting labour from overseas, they urge the local workforce to take the interestsimporting labour from overseas, they urge the local workforce to take the interests

of the whole into account, but when facing financial difficulties, they are reluctantof the whole into account, but when facing financial difficulties, they are reluctantof the whole into account, but when facing financial difficulties, they are reluctantof the whole into account, but when facing financial difficulties, they are reluctant

to take the situation as a whole into consideration.  Considering this alone, thereto take the situation as a whole into consideration.  Considering this alone, thereto take the situation as a whole into consideration.  Considering this alone, thereto take the situation as a whole into consideration.  Considering this alone, there

is a case for setting up a widely represented tax review committee to conduct ais a case for setting up a widely represented tax review committee to conduct ais a case for setting up a widely represented tax review committee to conduct ais a case for setting up a widely represented tax review committee to conduct a

comprehensive review of the taxation system in Hong Kong.comprehensive review of the taxation system in Hong Kong.comprehensive review of the taxation system in Hong Kong.comprehensive review of the taxation system in Hong Kong.

Mr Deputy President, the Honourable Frederick FUNG has amended the HonourableMr Deputy President, the Honourable Frederick FUNG has amended the HonourableMr Deputy President, the Honourable Frederick FUNG has amended the HonourableMr Deputy President, the Honourable Frederick FUNG has amended the Honourable

Fred LI's motion in this debate by adding that in reviewing the taxation system, theFred LI's motion in this debate by adding that in reviewing the taxation system, theFred LI's motion in this debate by adding that in reviewing the taxation system, theFred LI's motion in this debate by adding that in reviewing the taxation system, the

proposed committee should set forth as one of its main objectives the task of reducingproposed committee should set forth as one of its main objectives the task of reducingproposed committee should set forth as one of its main objectives the task of reducingproposed committee should set forth as one of its main objectives the task of reducing

the tax burden of the lower and middle income groups.  I notice that this is one ofthe tax burden of the lower and middle income groups.  I notice that this is one ofthe tax burden of the lower and middle income groups.  I notice that this is one ofthe tax burden of the lower and middle income groups.  I notice that this is one of

its objectives and therefore I am in favour of such an amendment.  The proposed changeits objectives and therefore I am in favour of such an amendment.  The proposed changeits objectives and therefore I am in favour of such an amendment.  The proposed changeits objectives and therefore I am in favour of such an amendment.  The proposed change

will give a clear direction to the tax review and enable the taxation system to bewill give a clear direction to the tax review and enable the taxation system to bewill give a clear direction to the tax review and enable the taxation system to bewill give a clear direction to the tax review and enable the taxation system to be

used as a lever so as to equitably balance the interests of various sectors and toused as a lever so as to equitably balance the interests of various sectors and toused as a lever so as to equitably balance the interests of various sectors and toused as a lever so as to equitably balance the interests of various sectors and to

divide the financial responsibilities among different sectors accordingly.  In thisdivide the financial responsibilities among different sectors accordingly.  In thisdivide the financial responsibilities among different sectors accordingly.  In thisdivide the financial responsibilities among different sectors accordingly.  In this

way, the lower and middle income groups can also share the fruits of social prosperityway, the lower and middle income groups can also share the fruits of social prosperityway, the lower and middle income groups can also share the fruits of social prosperityway, the lower and middle income groups can also share the fruits of social prosperity

or at least maintain their quality of living.  When the poor are not made poorer andor at least maintain their quality of living.  When the poor are not made poorer andor at least maintain their quality of living.  When the poor are not made poorer andor at least maintain their quality of living.  When the poor are not made poorer and

the rich not getting richer, and voices of discontent are not heard everywhere, thethe rich not getting richer, and voices of discontent are not heard everywhere, thethe rich not getting richer, and voices of discontent are not heard everywhere, thethe rich not getting richer, and voices of discontent are not heard everywhere, the

stability of a society can be assured.stability of a society can be assured.stability of a society can be assured.stability of a society can be assured.

In order to reduce the tax burden of the lower middle classes, the first priorityIn order to reduce the tax burden of the lower middle classes, the first priorityIn order to reduce the tax burden of the lower middle classes, the first priorityIn order to reduce the tax burden of the lower middle classes, the first priority

is to increase the personal tax allowance to $64,000 and allowances for dependentis to increase the personal tax allowance to $64,000 and allowances for dependentis to increase the personal tax allowance to $64,000 and allowances for dependentis to increase the personal tax allowance to $64,000 and allowances for dependent

parents and children should also be adjusted in line with inflation.  Moreover,parents and children should also be adjusted in line with inflation.  Moreover,parents and children should also be adjusted in line with inflation.  Moreover,parents and children should also be adjusted in line with inflation.  Moreover,

increasing the progressive tax bands for income tax and reducing the progressive taxincreasing the progressive tax bands for income tax and reducing the progressive taxincreasing the progressive tax bands for income tax and reducing the progressive taxincreasing the progressive tax bands for income tax and reducing the progressive tax

rates will allow the lower middle classes a breathing space under the pressure ofrates will allow the lower middle classes a breathing space under the pressure ofrates will allow the lower middle classes a breathing space under the pressure ofrates will allow the lower middle classes a breathing space under the pressure of

low economic growth and high inflation.  In the meantime, the business and financiallow economic growth and high inflation.  In the meantime, the business and financiallow economic growth and high inflation.  In the meantime, the business and financiallow economic growth and high inflation.  In the meantime, the business and financial

sectors should take on greater tax responsibilities during these difficult days andsectors should take on greater tax responsibilities during these difficult days andsectors should take on greater tax responsibilities during these difficult days andsectors should take on greater tax responsibilities during these difficult days and

there should be a 2% increase in profits tax.  Strictly speaking, the proposedthere should be a 2% increase in profits tax.  Strictly speaking, the proposedthere should be a 2% increase in profits tax.  Strictly speaking, the proposedthere should be a 2% increase in profits tax.  Strictly speaking, the proposed

increase will only bring profits tax back to its 18.5% level in 1985 which, in myincrease will only bring profits tax back to its 18.5% level in 1985 which, in myincrease will only bring profits tax back to its 18.5% level in 1985 which, in myincrease will only bring profits tax back to its 18.5% level in 1985 which, in my

view, is very reasonable.  Even so, profits tax in Hong Kong is still much lower thanview, is very reasonable.  Even so, profits tax in Hong Kong is still much lower thanview, is very reasonable.  Even so, profits tax in Hong Kong is still much lower thanview, is very reasonable.  Even so, profits tax in Hong Kong is still much lower than

in the neighbouring countries and Hong Kong remains a low tax paradise for investors.in the neighbouring countries and Hong Kong remains a low tax paradise for investors.in the neighbouring countries and Hong Kong remains a low tax paradise for investors.in the neighbouring countries and Hong Kong remains a low tax paradise for investors.

If anyone should seize on some pretext or other to allege that investors will beIf anyone should seize on some pretext or other to allege that investors will beIf anyone should seize on some pretext or other to allege that investors will beIf anyone should seize on some pretext or other to allege that investors will be



discouraged to invest in Hong Kong, this can perhaps be taken as some sort of a jokediscouraged to invest in Hong Kong, this can perhaps be taken as some sort of a jokediscouraged to invest in Hong Kong, this can perhaps be taken as some sort of a jokediscouraged to invest in Hong Kong, this can perhaps be taken as some sort of a joke

or groundless intimidation.or groundless intimidation.or groundless intimidation.or groundless intimidation.

Mr Deputy President, during the last debate on labour importation, I concentratedMr Deputy President, during the last debate on labour importation, I concentratedMr Deputy President, during the last debate on labour importation, I concentratedMr Deputy President, during the last debate on labour importation, I concentrated

on depicting the experience and fate of aged workers who are most affected by theon depicting the experience and fate of aged workers who are most affected by theon depicting the experience and fate of aged workers who are most affected by theon depicting the experience and fate of aged workers who are most affected by the

policy on importation of labour.  This time, I shall highlight the hardships andpolicy on importation of labour.  This time, I shall highlight the hardships andpolicy on importation of labour.  This time, I shall highlight the hardships andpolicy on importation of labour.  This time, I shall highlight the hardships and

sufferings of the sandwich class who are shouldering an overly heavy tax burden assufferings of the sandwich class who are shouldering an overly heavy tax burden assufferings of the sandwich class who are shouldering an overly heavy tax burden assufferings of the sandwich class who are shouldering an overly heavy tax burden as

a result of the unreasonable progressive tax bands and tax rates for income tax.  Yeta result of the unreasonable progressive tax bands and tax rates for income tax.  Yeta result of the unreasonable progressive tax bands and tax rates for income tax.  Yeta result of the unreasonable progressive tax bands and tax rates for income tax.  Yet

they are those who are not entitled to social welfare benefits such as public housingthey are those who are not entitled to social welfare benefits such as public housingthey are those who are not entitled to social welfare benefits such as public housingthey are those who are not entitled to social welfare benefits such as public housing

and home ownership.  At a time of raging property speculation and skyrocketing homeand home ownership.  At a time of raging property speculation and skyrocketing homeand home ownership.  At a time of raging property speculation and skyrocketing homeand home ownership.  At a time of raging property speculation and skyrocketing home

prices, the sandwich class simply do not have the means to acquire a flat after payingprices, the sandwich class simply do not have the means to acquire a flat after payingprices, the sandwich class simply do not have the means to acquire a flat after payingprices, the sandwich class simply do not have the means to acquire a flat after paying

heavy taxes.  Many young professionals are even forced to postpone their marriageheavy taxes.  Many young professionals are even forced to postpone their marriageheavy taxes.  Many young professionals are even forced to postpone their marriageheavy taxes.  Many young professionals are even forced to postpone their marriage

when they cannot afford to purchase even a small flat in the private sector.  Whatwhen they cannot afford to purchase even a small flat in the private sector.  Whatwhen they cannot afford to purchase even a small flat in the private sector.  Whatwhen they cannot afford to purchase even a small flat in the private sector.  What

is more ridiculous is that, as pointed out in the latest Property Review of the Ratingis more ridiculous is that, as pointed out in the latest Property Review of the Ratingis more ridiculous is that, as pointed out in the latest Property Review of the Ratingis more ridiculous is that, as pointed out in the latest Property Review of the Rating

and Valuation Department, there were as many as 33 000 vacant domestic units in Hongand Valuation Department, there were as many as 33 000 vacant domestic units in Hongand Valuation Department, there were as many as 33 000 vacant domestic units in Hongand Valuation Department, there were as many as 33 000 vacant domestic units in Hong

Kong at the end of last year which is the highest figure for the past 10 years.  TheKong at the end of last year which is the highest figure for the past 10 years.  TheKong at the end of last year which is the highest figure for the past 10 years.  TheKong at the end of last year which is the highest figure for the past 10 years.  The

number of vacant units is very close to the total number of newly completed domesticnumber of vacant units is very close to the total number of newly completed domesticnumber of vacant units is very close to the total number of newly completed domesticnumber of vacant units is very close to the total number of newly completed domestic

flats for the whole of last year.  Why are there so many vacant units?  One of theflats for the whole of last year.  Why are there so many vacant units?  One of theflats for the whole of last year.  Why are there so many vacant units?  One of theflats for the whole of last year.  Why are there so many vacant units?  One of the

reasons is that it is getting more and more difficult for the sandwich class to acquirereasons is that it is getting more and more difficult for the sandwich class to acquirereasons is that it is getting more and more difficult for the sandwich class to acquirereasons is that it is getting more and more difficult for the sandwich class to acquire

a flat.  I can only describe this phenomenon as the impoverishment of the middle class.a flat.  I can only describe this phenomenon as the impoverishment of the middle class.a flat.  I can only describe this phenomenon as the impoverishment of the middle class.a flat.  I can only describe this phenomenon as the impoverishment of the middle class.

Can we gain some enlightenment from this?  Have we fairly treated the sandwich classCan we gain some enlightenment from this?  Have we fairly treated the sandwich classCan we gain some enlightenment from this?  Have we fairly treated the sandwich classCan we gain some enlightenment from this?  Have we fairly treated the sandwich class

who have made worthy contributions towards our economic prosperity?  Has our taxationwho have made worthy contributions towards our economic prosperity?  Has our taxationwho have made worthy contributions towards our economic prosperity?  Has our taxationwho have made worthy contributions towards our economic prosperity?  Has our taxation

system shown consideration for this minority group in the political sense?system shown consideration for this minority group in the political sense?system shown consideration for this minority group in the political sense?system shown consideration for this minority group in the political sense?

Therefore, I propose that the Government should broaden the tax base, introduceTherefore, I propose that the Government should broaden the tax base, introduceTherefore, I propose that the Government should broaden the tax base, introduceTherefore, I propose that the Government should broaden the tax base, introduce

a capital gains tax, crack down on property speculation and curb the overheateda capital gains tax, crack down on property speculation and curb the overheateda capital gains tax, crack down on property speculation and curb the overheateda capital gains tax, crack down on property speculation and curb the overheated

property prices.  Besides, the Government should consider providing home buyers withproperty prices.  Besides, the Government should consider providing home buyers withproperty prices.  Besides, the Government should consider providing home buyers withproperty prices.  Besides, the Government should consider providing home buyers with

a "once-in-a-lifetime" tax allowance for purchasing their own accommodation.  Thisa "once-in-a-lifetime" tax allowance for purchasing their own accommodation.  Thisa "once-in-a-lifetime" tax allowance for purchasing their own accommodation.  Thisa "once-in-a-lifetime" tax allowance for purchasing their own accommodation.  This

will reduce the economic burden of the sandwich class, encourage home buying andwill reduce the economic burden of the sandwich class, encourage home buying andwill reduce the economic burden of the sandwich class, encourage home buying andwill reduce the economic burden of the sandwich class, encourage home buying and

enable the sandwich class to live and work in peace and contentment.  The sandwichenable the sandwich class to live and work in peace and contentment.  The sandwichenable the sandwich class to live and work in peace and contentment.  The sandwichenable the sandwich class to live and work in peace and contentment.  The sandwich

class are mainly made up of families with working parents who need help to look afterclass are mainly made up of families with working parents who need help to look afterclass are mainly made up of families with working parents who need help to look afterclass are mainly made up of families with working parents who need help to look after

their children when they go to work.  Can the Government consider introducing a taxtheir children when they go to work.  Can the Government consider introducing a taxtheir children when they go to work.  Can the Government consider introducing a taxtheir children when they go to work.  Can the Government consider introducing a tax

allowance for working parents so that more couples may be encouraged to go to workallowance for working parents so that more couples may be encouraged to go to workallowance for working parents so that more couples may be encouraged to go to workallowance for working parents so that more couples may be encouraged to go to work

so as to take the pressure off the labour market?so as to take the pressure off the labour market?so as to take the pressure off the labour market?so as to take the pressure off the labour market?

Mr Deputy President, the voices of the sandwich class are often ignored becauseMr Deputy President, the voices of the sandwich class are often ignored becauseMr Deputy President, the voices of the sandwich class are often ignored becauseMr Deputy President, the voices of the sandwich class are often ignored because

they are not many in number.  However, as they are also part of our society, theythey are not many in number.  However, as they are also part of our society, theythey are not many in number.  However, as they are also part of our society, theythey are not many in number.  However, as they are also part of our society, they

absolutely have the right to share the fruits of their endeavours according to theirabsolutely have the right to share the fruits of their endeavours according to theirabsolutely have the right to share the fruits of their endeavours according to theirabsolutely have the right to share the fruits of their endeavours according to their



incomes and contributions and their interests should be duly taken into account inincomes and contributions and their interests should be duly taken into account inincomes and contributions and their interests should be duly taken into account inincomes and contributions and their interests should be duly taken into account in

any future tax review in the same way as grassroots interests are being looked after.any future tax review in the same way as grassroots interests are being looked after.any future tax review in the same way as grassroots interests are being looked after.any future tax review in the same way as grassroots interests are being looked after.

Mr Deputy President, with these remarks, I support the Honourable Frederick FUNG'sMr Deputy President, with these remarks, I support the Honourable Frederick FUNG'sMr Deputy President, with these remarks, I support the Honourable Frederick FUNG'sMr Deputy President, with these remarks, I support the Honourable Frederick FUNG's

amended motion.amended motion.amended motion.amended motion.

DR HUANG CHEN-YA (in Cantonese): Mr Deputy President, the taxation system of HongDR HUANG CHEN-YA (in Cantonese): Mr Deputy President, the taxation system of HongDR HUANG CHEN-YA (in Cantonese): Mr Deputy President, the taxation system of HongDR HUANG CHEN-YA (in Cantonese): Mr Deputy President, the taxation system of Hong

Kong is remarkable for its simplicity and low tax rates.  But is it an equitable system?Kong is remarkable for its simplicity and low tax rates.  But is it an equitable system?Kong is remarkable for its simplicity and low tax rates.  But is it an equitable system?Kong is remarkable for its simplicity and low tax rates.  But is it an equitable system?

Is it good enough to help sustain our economic development and social well-being?Is it good enough to help sustain our economic development and social well-being?Is it good enough to help sustain our economic development and social well-being?Is it good enough to help sustain our economic development and social well-being?

Does it require any review or improvement?  I think that we should carry out a review,Does it require any review or improvement?  I think that we should carry out a review,Does it require any review or improvement?  I think that we should carry out a review,Does it require any review or improvement?  I think that we should carry out a review,

and I would like to focus my speech on salaries tax, profits tax and the broadeningand I would like to focus my speech on salaries tax, profits tax and the broadeningand I would like to focus my speech on salaries tax, profits tax and the broadeningand I would like to focus my speech on salaries tax, profits tax and the broadening

of the tax base to highlight the areas where our existing taxation system are in needof the tax base to highlight the areas where our existing taxation system are in needof the tax base to highlight the areas where our existing taxation system are in needof the tax base to highlight the areas where our existing taxation system are in need

of improvement.of improvement.of improvement.of improvement.

First, let us look at the equity of the salaries tax.  In 1989-90, the populationFirst, let us look at the equity of the salaries tax.  In 1989-90, the populationFirst, let us look at the equity of the salaries tax.  In 1989-90, the populationFirst, let us look at the equity of the salaries tax.  In 1989-90, the population

of our taxpayers increased by 37.9% over the year before, while the number in 1990-91of our taxpayers increased by 37.9% over the year before, while the number in 1990-91of our taxpayers increased by 37.9% over the year before, while the number in 1990-91of our taxpayers increased by 37.9% over the year before, while the number in 1990-91

grew by 27%, a growth rate well outpacing the increase in people's income.  It meansgrew by 27%, a growth rate well outpacing the increase in people's income.  It meansgrew by 27%, a growth rate well outpacing the increase in people's income.  It meansgrew by 27%, a growth rate well outpacing the increase in people's income.  It means

that as the personal allowance failed to catch up with the inflation rates prevailingthat as the personal allowance failed to catch up with the inflation rates prevailingthat as the personal allowance failed to catch up with the inflation rates prevailingthat as the personal allowance failed to catch up with the inflation rates prevailing

then, many more people were drawn into the tax net just because of an increase ofthen, many more people were drawn into the tax net just because of an increase ofthen, many more people were drawn into the tax net just because of an increase ofthen, many more people were drawn into the tax net just because of an increase of

their nominal income.  But in fact, their real income saw no increase or only a slighttheir nominal income.  But in fact, their real income saw no increase or only a slighttheir nominal income.  But in fact, their real income saw no increase or only a slighttheir nominal income.  But in fact, their real income saw no increase or only a slight

increase.  As required to pay tax, or to pay more tax, these people's take-home payincrease.  As required to pay tax, or to pay more tax, these people's take-home payincrease.  As required to pay tax, or to pay more tax, these people's take-home payincrease.  As required to pay tax, or to pay more tax, these people's take-home pay

would certainly be reduced, making their lives even harder, especially for thewould certainly be reduced, making their lives even harder, especially for thewould certainly be reduced, making their lives even harder, especially for thewould certainly be reduced, making their lives even harder, especially for the

inflation-plagued lower income group.  In light of this, it is time to raise theinflation-plagued lower income group.  In light of this, it is time to raise theinflation-plagued lower income group.  In light of this, it is time to raise theinflation-plagued lower income group.  In light of this, it is time to raise the

personal allowance from $41,000 to $64,000 in order to cushion the inflation effect.personal allowance from $41,000 to $64,000 in order to cushion the inflation effect.personal allowance from $41,000 to $64,000 in order to cushion the inflation effect.personal allowance from $41,000 to $64,000 in order to cushion the inflation effect.

Instead of engaging in arguments over the revision of the personal allowance in everyInstead of engaging in arguments over the revision of the personal allowance in everyInstead of engaging in arguments over the revision of the personal allowance in everyInstead of engaging in arguments over the revision of the personal allowance in every

February and March, it would be better for us to tie up personal allowance andFebruary and March, it would be better for us to tie up personal allowance andFebruary and March, it would be better for us to tie up personal allowance andFebruary and March, it would be better for us to tie up personal allowance and

dependent parent allowance with inflation rate and adjust them in line with the costdependent parent allowance with inflation rate and adjust them in line with the costdependent parent allowance with inflation rate and adjust them in line with the costdependent parent allowance with inflation rate and adjust them in line with the cost

of living index.  And the tax bands should be dealt with likewise.  These areof living index.  And the tax bands should be dealt with likewise.  These areof living index.  And the tax bands should be dealt with likewise.  These areof living index.  And the tax bands should be dealt with likewise.  These are

established practices in many countries such as the United States, Canada, Denmark,established practices in many countries such as the United States, Canada, Denmark,established practices in many countries such as the United States, Canada, Denmark,established practices in many countries such as the United States, Canada, Denmark,

Holland and Sweden.  I think that Hong Kong should do so as well.  Just now some ofHolland and Sweden.  I think that Hong Kong should do so as well.  Just now some ofHolland and Sweden.  I think that Hong Kong should do so as well.  Just now some ofHolland and Sweden.  I think that Hong Kong should do so as well.  Just now some of

my colleagues looked very excited when they spoke of the possible surplus in thismy colleagues looked very excited when they spoke of the possible surplus in thismy colleagues looked very excited when they spoke of the possible surplus in thismy colleagues looked very excited when they spoke of the possible surplus in this

financial year.  But I wish to draw their attention to the fact that the surplus cannotfinancial year.  But I wish to draw their attention to the fact that the surplus cannotfinancial year.  But I wish to draw their attention to the fact that the surplus cannotfinancial year.  But I wish to draw their attention to the fact that the surplus cannot

be achieved without the hard work put in by the people in Hong Kong who should havebe achieved without the hard work put in by the people in Hong Kong who should havebe achieved without the hard work put in by the people in Hong Kong who should havebe achieved without the hard work put in by the people in Hong Kong who should have

been better rewarded.  I hope that these Members will change their mind and supportbeen better rewarded.  I hope that these Members will change their mind and supportbeen better rewarded.  I hope that these Members will change their mind and supportbeen better rewarded.  I hope that these Members will change their mind and support

the proposal of carrying out a review.  Besides, we should also review whether thethe proposal of carrying out a review.  Besides, we should also review whether thethe proposal of carrying out a review.  Besides, we should also review whether thethe proposal of carrying out a review.  Besides, we should also review whether the

progressive income tax system is equitable or not.  The spirit of progressive taxprogressive income tax system is equitable or not.  The spirit of progressive taxprogressive income tax system is equitable or not.  The spirit of progressive taxprogressive income tax system is equitable or not.  The spirit of progressive tax

is that the more one earns, the more tax one should pay.  But the existing one inis that the more one earns, the more tax one should pay.  But the existing one inis that the more one earns, the more tax one should pay.  But the existing one inis that the more one earns, the more tax one should pay.  But the existing one in

place is not a true progressive tax system.  In 1989-90, about 100 000 taxpayers wereplace is not a true progressive tax system.  In 1989-90, about 100 000 taxpayers wereplace is not a true progressive tax system.  In 1989-90, about 100 000 taxpayers wereplace is not a true progressive tax system.  In 1989-90, about 100 000 taxpayers were



required to pay their salaries tax at the standard rate of 15%.  Among them, bothrequired to pay their salaries tax at the standard rate of 15%.  Among them, bothrequired to pay their salaries tax at the standard rate of 15%.  Among them, bothrequired to pay their salaries tax at the standard rate of 15%.  Among them, both

the wage-earners of the middle class and the well-heeled people paid at the same ratethe wage-earners of the middle class and the well-heeled people paid at the same ratethe wage-earners of the middle class and the well-heeled people paid at the same ratethe wage-earners of the middle class and the well-heeled people paid at the same rate

of 15%.  Can we call this equitable?  After all, we should conduct a review to seeof 15%.  Can we call this equitable?  After all, we should conduct a review to seeof 15%.  Can we call this equitable?  After all, we should conduct a review to seeof 15%.  Can we call this equitable?  After all, we should conduct a review to see

how the tax burden on the middle-income group, or the sandwich class could be eased.how the tax burden on the middle-income group, or the sandwich class could be eased.how the tax burden on the middle-income group, or the sandwich class could be eased.how the tax burden on the middle-income group, or the sandwich class could be eased.

With regard to corporate profits tax, there are two issues worthy of ourWith regard to corporate profits tax, there are two issues worthy of ourWith regard to corporate profits tax, there are two issues worthy of ourWith regard to corporate profits tax, there are two issues worthy of our

consideration.  First, how could our taxation system be designed to encourageconsideration.  First, how could our taxation system be designed to encourageconsideration.  First, how could our taxation system be designed to encourageconsideration.  First, how could our taxation system be designed to encourage

investment on research and development?  Hong Kong's economy is going through ainvestment on research and development?  Hong Kong's economy is going through ainvestment on research and development?  Hong Kong's economy is going through ainvestment on research and development?  Hong Kong's economy is going through a

process of transformation.  The provision of appropriate tax incentives would go aprocess of transformation.  The provision of appropriate tax incentives would go aprocess of transformation.  The provision of appropriate tax incentives would go aprocess of transformation.  The provision of appropriate tax incentives would go a

long way towards encouraging manpower training and enterprise development.  Anotherlong way towards encouraging manpower training and enterprise development.  Anotherlong way towards encouraging manpower training and enterprise development.  Anotherlong way towards encouraging manpower training and enterprise development.  Another

issue is our profits tax which has been touched upon by many colleagues this afternoon.issue is our profits tax which has been touched upon by many colleagues this afternoon.issue is our profits tax which has been touched upon by many colleagues this afternoon.issue is our profits tax which has been touched upon by many colleagues this afternoon.

If profits tax is too high, it would certainly discourage investment.  The worse isIf profits tax is too high, it would certainly discourage investment.  The worse isIf profits tax is too high, it would certainly discourage investment.  The worse isIf profits tax is too high, it would certainly discourage investment.  The worse is

that it would engender illicit activities.  But profits tax is a major source ofthat it would engender illicit activities.  But profits tax is a major source ofthat it would engender illicit activities.  But profits tax is a major source ofthat it would engender illicit activities.  But profits tax is a major source of

revenue for the Government.  If the rate is too low, the public revenue will shrinkrevenue for the Government.  If the rate is too low, the public revenue will shrinkrevenue for the Government.  If the rate is too low, the public revenue will shrinkrevenue for the Government.  If the rate is too low, the public revenue will shrink

and the Government will find itself short of funds to go ahead with the necessaryand the Government will find itself short of funds to go ahead with the necessaryand the Government will find itself short of funds to go ahead with the necessaryand the Government will find itself short of funds to go ahead with the necessary

infrastructure projects for the commerical and industrial sectors, nor is it possibleinfrastructure projects for the commerical and industrial sectors, nor is it possibleinfrastructure projects for the commerical and industrial sectors, nor is it possibleinfrastructure projects for the commerical and industrial sectors, nor is it possible

for the Government to make sufficient allocation for education, manpower training,for the Government to make sufficient allocation for education, manpower training,for the Government to make sufficient allocation for education, manpower training,for the Government to make sufficient allocation for education, manpower training,

medical services, social welfare as well as housing.  What is more, productivity willmedical services, social welfare as well as housing.  What is more, productivity willmedical services, social welfare as well as housing.  What is more, productivity willmedical services, social welfare as well as housing.  What is more, productivity will

suffer as a result, and Hong Kong's commerical and industrial competitive edges willsuffer as a result, and Hong Kong's commerical and industrial competitive edges willsuffer as a result, and Hong Kong's commerical and industrial competitive edges willsuffer as a result, and Hong Kong's commerical and industrial competitive edges will

surely be rounded out.  Recently, many people have been up in arms against thesurely be rounded out.  Recently, many people have been up in arms against thesurely be rounded out.  Recently, many people have been up in arms against thesurely be rounded out.  Recently, many people have been up in arms against the

increase of profits tax by half a percentage point, claiming that it would make usincrease of profits tax by half a percentage point, claiming that it would make usincrease of profits tax by half a percentage point, claiming that it would make usincrease of profits tax by half a percentage point, claiming that it would make us

less attractive to foreign investment and affect our competitiveness.  I am astoundedless attractive to foreign investment and affect our competitiveness.  I am astoundedless attractive to foreign investment and affect our competitiveness.  I am astoundedless attractive to foreign investment and affect our competitiveness.  I am astounded

to see that they show so little confidence in Hong Kong's attractiveness andto see that they show so little confidence in Hong Kong's attractiveness andto see that they show so little confidence in Hong Kong's attractiveness andto see that they show so little confidence in Hong Kong's attractiveness and

competitiveness.  As a matter of fact, Hong Kong's commerical and industrial sectorscompetitiveness.  As a matter of fact, Hong Kong's commerical and industrial sectorscompetitiveness.  As a matter of fact, Hong Kong's commerical and industrial sectorscompetitiveness.  As a matter of fact, Hong Kong's commerical and industrial sectors

have been enjoying a very good time.  Our profits tax is set at 16.5% as comparedhave been enjoying a very good time.  Our profits tax is set at 16.5% as comparedhave been enjoying a very good time.  Our profits tax is set at 16.5% as comparedhave been enjoying a very good time.  Our profits tax is set at 16.5% as compared

with the OECD countries' 40% to 50%. The profits tax in Hong Kong also compareswith the OECD countries' 40% to 50%. The profits tax in Hong Kong also compareswith the OECD countries' 40% to 50%. The profits tax in Hong Kong also compareswith the OECD countries' 40% to 50%. The profits tax in Hong Kong also compares

favourably with our neighbouring countries.  Profits tax is fixed at 25% in Taiwanfavourably with our neighbouring countries.  Profits tax is fixed at 25% in Taiwanfavourably with our neighbouring countries.  Profits tax is fixed at 25% in Taiwanfavourably with our neighbouring countries.  Profits tax is fixed at 25% in Taiwan

and above 30% in Singapore, Indonesia and Australia.  In Hong Kong's case, an increaseand above 30% in Singapore, Indonesia and Australia.  In Hong Kong's case, an increaseand above 30% in Singapore, Indonesia and Australia.  In Hong Kong's case, an increaseand above 30% in Singapore, Indonesia and Australia.  In Hong Kong's case, an increase

of 1% in profits tax will bring in about $1 billion for our coffers, thus ensuringof 1% in profits tax will bring in about $1 billion for our coffers, thus ensuringof 1% in profits tax will bring in about $1 billion for our coffers, thus ensuringof 1% in profits tax will bring in about $1 billion for our coffers, thus ensuring

a balanced source of revenue for the Government.  And I do not think this woulda balanced source of revenue for the Government.  And I do not think this woulda balanced source of revenue for the Government.  And I do not think this woulda balanced source of revenue for the Government.  And I do not think this would

significantly reduce the investors' profits.  As such, I do not see why oursignificantly reduce the investors' profits.  As such, I do not see why oursignificantly reduce the investors' profits.  As such, I do not see why oursignificantly reduce the investors' profits.  As such, I do not see why our

competitiveness would be affected.  The former Financial Secretary disclosed thatcompetitiveness would be affected.  The former Financial Secretary disclosed thatcompetitiveness would be affected.  The former Financial Secretary disclosed thatcompetitiveness would be affected.  The former Financial Secretary disclosed that

one-third of our profits tax is contributed by 0.1% of the companies in Hong Kong.one-third of our profits tax is contributed by 0.1% of the companies in Hong Kong.one-third of our profits tax is contributed by 0.1% of the companies in Hong Kong.one-third of our profits tax is contributed by 0.1% of the companies in Hong Kong.

This remark seems to suggest that the tax burden is shouldered by a handful ofThis remark seems to suggest that the tax burden is shouldered by a handful ofThis remark seems to suggest that the tax burden is shouldered by a handful ofThis remark seems to suggest that the tax burden is shouldered by a handful of

companies and the system is unfair as far as the distribution of profits tax iscompanies and the system is unfair as far as the distribution of profits tax iscompanies and the system is unfair as far as the distribution of profits tax iscompanies and the system is unfair as far as the distribution of profits tax is

concerned.  But let us look at the situation in the United States where 66% of theconcerned.  But let us look at the situation in the United States where 66% of theconcerned.  But let us look at the situation in the United States where 66% of theconcerned.  But let us look at the situation in the United States where 66% of the

profits tax is paid by exactly 0.1% of the companies liable to pay the tax.  It showsprofits tax is paid by exactly 0.1% of the companies liable to pay the tax.  It showsprofits tax is paid by exactly 0.1% of the companies liable to pay the tax.  It showsprofits tax is paid by exactly 0.1% of the companies liable to pay the tax.  It shows

that a heavier tax burden on a small number of companies which have made handsomethat a heavier tax burden on a small number of companies which have made handsomethat a heavier tax burden on a small number of companies which have made handsomethat a heavier tax burden on a small number of companies which have made handsome



profits is not necessarily something to do with the tax base but a matter of theprofits is not necessarily something to do with the tax base but a matter of theprofits is not necessarily something to do with the tax base but a matter of theprofits is not necessarily something to do with the tax base but a matter of the

composition of an economic setup.  I hope that the Financial Secretary will re-assesscomposition of an economic setup.  I hope that the Financial Secretary will re-assesscomposition of an economic setup.  I hope that the Financial Secretary will re-assesscomposition of an economic setup.  I hope that the Financial Secretary will re-assess

the relevant data and keep the situation under review.  I must also point out thatthe relevant data and keep the situation under review.  I must also point out thatthe relevant data and keep the situation under review.  I must also point out thatthe relevant data and keep the situation under review.  I must also point out that

from 1981 onwards the proportion of profits tax in the overall public revenue hasfrom 1981 onwards the proportion of profits tax in the overall public revenue hasfrom 1981 onwards the proportion of profits tax in the overall public revenue hasfrom 1981 onwards the proportion of profits tax in the overall public revenue has

gradually declined from 56.5% to 52.4%, whereas that of salaries tax has gone up fromgradually declined from 56.5% to 52.4%, whereas that of salaries tax has gone up fromgradually declined from 56.5% to 52.4%, whereas that of salaries tax has gone up fromgradually declined from 56.5% to 52.4%, whereas that of salaries tax has gone up from

16% to 36.1%.  The question is whether over the last decade, our taxation system has16% to 36.1%.  The question is whether over the last decade, our taxation system has16% to 36.1%.  The question is whether over the last decade, our taxation system has16% to 36.1%.  The question is whether over the last decade, our taxation system has

placed the tax burden on the wage-earners in favour of the commercial and industrialplaced the tax burden on the wage-earners in favour of the commercial and industrialplaced the tax burden on the wage-earners in favour of the commercial and industrialplaced the tax burden on the wage-earners in favour of the commercial and industrial

sectors?  Should our businessmen and industrialists take up more socialsectors?  Should our businessmen and industrialists take up more socialsectors?  Should our businessmen and industrialists take up more socialsectors?  Should our businessmen and industrialists take up more social

responsibility?  We all see the need to maintain a low tax system in Hong Kong andresponsibility?  We all see the need to maintain a low tax system in Hong Kong andresponsibility?  We all see the need to maintain a low tax system in Hong Kong andresponsibility?  We all see the need to maintain a low tax system in Hong Kong and

at the same time, we, both individuals and companies, must also accept that a stableat the same time, we, both individuals and companies, must also accept that a stableat the same time, we, both individuals and companies, must also accept that a stableat the same time, we, both individuals and companies, must also accept that a stable

source of revenue is essential for the Government.  We just cannot be so unrealisticsource of revenue is essential for the Government.  We just cannot be so unrealisticsource of revenue is essential for the Government.  We just cannot be so unrealisticsource of revenue is essential for the Government.  We just cannot be so unrealistic

as to hope that the tax rate will go down and down.  Tax revenue merely makes up 9.8%as to hope that the tax rate will go down and down.  Tax revenue merely makes up 9.8%as to hope that the tax rate will go down and down.  Tax revenue merely makes up 9.8%as to hope that the tax rate will go down and down.  Tax revenue merely makes up 9.8%

to 18.3% of our GDP, a rate far lower than the OECD countries' 30% to 40% and otherto 18.3% of our GDP, a rate far lower than the OECD countries' 30% to 40% and otherto 18.3% of our GDP, a rate far lower than the OECD countries' 30% to 40% and otherto 18.3% of our GDP, a rate far lower than the OECD countries' 30% to 40% and other

Asian Pacific countries' 17% to 30%.  Many economists are of the view that aAsian Pacific countries' 17% to 30%.  Many economists are of the view that aAsian Pacific countries' 17% to 30%.  Many economists are of the view that aAsian Pacific countries' 17% to 30%.  Many economists are of the view that a

government must charge no less than 18% of the GDP as tax before it is able to havegovernment must charge no less than 18% of the GDP as tax before it is able to havegovernment must charge no less than 18% of the GDP as tax before it is able to havegovernment must charge no less than 18% of the GDP as tax before it is able to have

sufficient resources to finance its projects.  The fact that our expenditures onsufficient resources to finance its projects.  The fact that our expenditures onsufficient resources to finance its projects.  The fact that our expenditures onsufficient resources to finance its projects.  The fact that our expenditures on

education, medical services and social welfare account for a very small percentageeducation, medical services and social welfare account for a very small percentageeducation, medical services and social welfare account for a very small percentageeducation, medical services and social welfare account for a very small percentage

of the GDP as compared with many countries is attributable to our low taxation system.of the GDP as compared with many countries is attributable to our low taxation system.of the GDP as compared with many countries is attributable to our low taxation system.of the GDP as compared with many countries is attributable to our low taxation system.

This explains why the Government finds itself short of funds to pay for the vitalThis explains why the Government finds itself short of funds to pay for the vitalThis explains why the Government finds itself short of funds to pay for the vitalThis explains why the Government finds itself short of funds to pay for the vital

labour retraining programme and has to charge employers who have successfully appliedlabour retraining programme and has to charge employers who have successfully appliedlabour retraining programme and has to charge employers who have successfully appliedlabour retraining programme and has to charge employers who have successfully applied

for imported workers for the necessary financial resources.  We must admit that ourfor imported workers for the necessary financial resources.  We must admit that ourfor imported workers for the necessary financial resources.  We must admit that ourfor imported workers for the necessary financial resources.  We must admit that our

people's livelihood could not be improved and even the economy would suffer if thepeople's livelihood could not be improved and even the economy would suffer if thepeople's livelihood could not be improved and even the economy would suffer if thepeople's livelihood could not be improved and even the economy would suffer if the

Government fails to generate sufficient tax revenue for public expenditure.Government fails to generate sufficient tax revenue for public expenditure.Government fails to generate sufficient tax revenue for public expenditure.Government fails to generate sufficient tax revenue for public expenditure.

Direct tax in Hong Kong accounts for 60% of the total tax revenue and theDirect tax in Hong Kong accounts for 60% of the total tax revenue and theDirect tax in Hong Kong accounts for 60% of the total tax revenue and theDirect tax in Hong Kong accounts for 60% of the total tax revenue and the

percentage is far higher than that of other countries.  Should we introduce more taxpercentage is far higher than that of other countries.  Should we introduce more taxpercentage is far higher than that of other countries.  Should we introduce more taxpercentage is far higher than that of other countries.  Should we introduce more tax

items and broaden the tax base? The former Financial Secretary time and again floateditems and broaden the tax base? The former Financial Secretary time and again floateditems and broaden the tax base? The former Financial Secretary time and again floateditems and broaden the tax base? The former Financial Secretary time and again floated

the idea of introducing a sales tax on the grounds that Hong Kong had been too reliantthe idea of introducing a sales tax on the grounds that Hong Kong had been too reliantthe idea of introducing a sales tax on the grounds that Hong Kong had been too reliantthe idea of introducing a sales tax on the grounds that Hong Kong had been too reliant

on direct tax which was vulnerable to economic fluctuation and could not ensure aon direct tax which was vulnerable to economic fluctuation and could not ensure aon direct tax which was vulnerable to economic fluctuation and could not ensure aon direct tax which was vulnerable to economic fluctuation and could not ensure a

stable source of revenue for the Government.  Now it seems that the present Financialstable source of revenue for the Government.  Now it seems that the present Financialstable source of revenue for the Government.  Now it seems that the present Financialstable source of revenue for the Government.  Now it seems that the present Financial

Secretary who has just assumed office will introduce sales tax sooner or later.  OfSecretary who has just assumed office will introduce sales tax sooner or later.  OfSecretary who has just assumed office will introduce sales tax sooner or later.  OfSecretary who has just assumed office will introduce sales tax sooner or later.  Of

course sales tax has its merits, such as easy operation and extending the tax netcourse sales tax has its merits, such as easy operation and extending the tax netcourse sales tax has its merits, such as easy operation and extending the tax netcourse sales tax has its merits, such as easy operation and extending the tax net

to those who are not liable to pay income tax, including those engaged in undergroundto those who are not liable to pay income tax, including those engaged in undergroundto those who are not liable to pay income tax, including those engaged in undergroundto those who are not liable to pay income tax, including those engaged in underground

economic activities.  But sales tax is charged proportionally and is regressiveeconomic activities.  But sales tax is charged proportionally and is regressiveeconomic activities.  But sales tax is charged proportionally and is regressiveeconomic activities.  But sales tax is charged proportionally and is regressive

rather than progressive in nature. This kind of tax would drive up consumer pricesrather than progressive in nature. This kind of tax would drive up consumer pricesrather than progressive in nature. This kind of tax would drive up consumer pricesrather than progressive in nature. This kind of tax would drive up consumer prices

and fuel inflation and would  also be affected by the economic ups and downs.  Whenand fuel inflation and would  also be affected by the economic ups and downs.  Whenand fuel inflation and would  also be affected by the economic ups and downs.  Whenand fuel inflation and would  also be affected by the economic ups and downs.  When

we are in recession, revenue from sales tax will drop as people's purchasing powerwe are in recession, revenue from sales tax will drop as people's purchasing powerwe are in recession, revenue from sales tax will drop as people's purchasing powerwe are in recession, revenue from sales tax will drop as people's purchasing power

is eroded.  To this, the only remedy is that the Government charges sales tax on dailyis eroded.  To this, the only remedy is that the Government charges sales tax on dailyis eroded.  To this, the only remedy is that the Government charges sales tax on dailyis eroded.  To this, the only remedy is that the Government charges sales tax on daily



necessities, like foodstuff.  But this measure will further increase the enormousnecessities, like foodstuff.  But this measure will further increase the enormousnecessities, like foodstuff.  But this measure will further increase the enormousnecessities, like foodstuff.  But this measure will further increase the enormous

burden on the low-income group.  In order to forestall these undesirable consequences,burden on the low-income group.  In order to forestall these undesirable consequences,burden on the low-income group.  In order to forestall these undesirable consequences,burden on the low-income group.  In order to forestall these undesirable consequences,

many countries do not impose sales tax on daily necessities or offer tax concessionmany countries do not impose sales tax on daily necessities or offer tax concessionmany countries do not impose sales tax on daily necessities or offer tax concessionmany countries do not impose sales tax on daily necessities or offer tax concession

or subsidy to their people.  But I am afraid the latter measures would complicateor subsidy to their people.  But I am afraid the latter measures would complicateor subsidy to their people.  But I am afraid the latter measures would complicateor subsidy to their people.  But I am afraid the latter measures would complicate

our otherwise simple tax system.  Is this the price we are willing to pay?  Indirectour otherwise simple tax system.  Is this the price we are willing to pay?  Indirectour otherwise simple tax system.  Is this the price we are willing to pay?  Indirectour otherwise simple tax system.  Is this the price we are willing to pay?  Indirect

tax like sales tax is, after all, intended to lower the proportion of direct tax sotax like sales tax is, after all, intended to lower the proportion of direct tax sotax like sales tax is, after all, intended to lower the proportion of direct tax sotax like sales tax is, after all, intended to lower the proportion of direct tax so

as to offset the undesirable consequences of high direct taxation.  But I hasten toas to offset the undesirable consequences of high direct taxation.  But I hasten toas to offset the undesirable consequences of high direct taxation.  But I hasten toas to offset the undesirable consequences of high direct taxation.  But I hasten to

add that direct taxation in Hong Kong is already very low and there is no point toadd that direct taxation in Hong Kong is already very low and there is no point toadd that direct taxation in Hong Kong is already very low and there is no point toadd that direct taxation in Hong Kong is already very low and there is no point to

raise indirect tax unless the Government is trying to rob the poor to pay the richraise indirect tax unless the Government is trying to rob the poor to pay the richraise indirect tax unless the Government is trying to rob the poor to pay the richraise indirect tax unless the Government is trying to rob the poor to pay the rich

by introducing sales tax rather than increasing corporate profits tax.  If theby introducing sales tax rather than increasing corporate profits tax.  If theby introducing sales tax rather than increasing corporate profits tax.  If theby introducing sales tax rather than increasing corporate profits tax.  If the

Government is determined to introduce sales tax to broaden the tax base, I think theGovernment is determined to introduce sales tax to broaden the tax base, I think theGovernment is determined to introduce sales tax to broaden the tax base, I think theGovernment is determined to introduce sales tax to broaden the tax base, I think the

tax should be charged selectively and targeted at luxury goods, for example, luxurytax should be charged selectively and targeted at luxury goods, for example, luxurytax should be charged selectively and targeted at luxury goods, for example, luxurytax should be charged selectively and targeted at luxury goods, for example, luxury

cars, pleasure crafts or country club membership, and so on.  To broaden our tax base,cars, pleasure crafts or country club membership, and so on.  To broaden our tax base,cars, pleasure crafts or country club membership, and so on.  To broaden our tax base,cars, pleasure crafts or country club membership, and so on.  To broaden our tax base,

we should keep the proposal of a capital gains tax which is new to Hong Kong underwe should keep the proposal of a capital gains tax which is new to Hong Kong underwe should keep the proposal of a capital gains tax which is new to Hong Kong underwe should keep the proposal of a capital gains tax which is new to Hong Kong under

review and take it into serious consideration. I think that we can impose capitalreview and take it into serious consideration. I think that we can impose capitalreview and take it into serious consideration. I think that we can impose capitalreview and take it into serious consideration. I think that we can impose capital

gains tax on property transactions.  This would not only broaden our tax base andgains tax on property transactions.  This would not only broaden our tax base andgains tax on property transactions.  This would not only broaden our tax base andgains tax on property transactions.  This would not only broaden our tax base and

bring in a steady source of revenue for the Treasury, but also curb the wildbring in a steady source of revenue for the Treasury, but also curb the wildbring in a steady source of revenue for the Treasury, but also curb the wildbring in a steady source of revenue for the Treasury, but also curb the wild

speculation in the property market by pruning the speculators' profits.  On the otherspeculation in the property market by pruning the speculators' profits.  On the otherspeculation in the property market by pruning the speculators' profits.  On the otherspeculation in the property market by pruning the speculators' profits.  On the other

hand, I think that, to be fair, property purchased for one's own use should be exemptedhand, I think that, to be fair, property purchased for one's own use should be exemptedhand, I think that, to be fair, property purchased for one's own use should be exemptedhand, I think that, to be fair, property purchased for one's own use should be exempted

from capital gains tax.  Besides, average price method and inflation-linked measurefrom capital gains tax.  Besides, average price method and inflation-linked measurefrom capital gains tax.  Besides, average price method and inflation-linked measurefrom capital gains tax.  Besides, average price method and inflation-linked measure

could be adopted to protect the interests of long-term investors.could be adopted to protect the interests of long-term investors.could be adopted to protect the interests of long-term investors.could be adopted to protect the interests of long-term investors.

Mr Mr Mr Mr Deputy President, one cannot deny that there are a lot of problems in ourDeputy President, one cannot deny that there are a lot of problems in ourDeputy President, one cannot deny that there are a lot of problems in ourDeputy President, one cannot deny that there are a lot of problems in our

taxation system which leave much to be desired and in urgent need of improvement.taxation system which leave much to be desired and in urgent need of improvement.taxation system which leave much to be desired and in urgent need of improvement.taxation system which leave much to be desired and in urgent need of improvement.

I have just stated our views.  We believe that we should have a well-balanced publicI have just stated our views.  We believe that we should have a well-balanced publicI have just stated our views.  We believe that we should have a well-balanced publicI have just stated our views.  We believe that we should have a well-balanced public

finance policy, and maintain a simple and low taxation system.  But where we differfinance policy, and maintain a simple and low taxation system.  But where we differfinance policy, and maintain a simple and low taxation system.  But where we differfinance policy, and maintain a simple and low taxation system.  But where we differ

from some of our colleagues is that, in our opinion, our taxation system should notfrom some of our colleagues is that, in our opinion, our taxation system should notfrom some of our colleagues is that, in our opinion, our taxation system should notfrom some of our colleagues is that, in our opinion, our taxation system should not

place too heavy a burden on the lower and middle income groups  or the sandwich class.place too heavy a burden on the lower and middle income groups  or the sandwich class.place too heavy a burden on the lower and middle income groups  or the sandwich class.place too heavy a burden on the lower and middle income groups  or the sandwich class.

Our taxation system must be fair to all.  Both the commercial and industrial sectorsOur taxation system must be fair to all.  Both the commercial and industrial sectorsOur taxation system must be fair to all.  Both the commercial and industrial sectorsOur taxation system must be fair to all.  Both the commercial and industrial sectors

and the members of the public should make their fair share of contribution to Hongand the members of the public should make their fair share of contribution to Hongand the members of the public should make their fair share of contribution to Hongand the members of the public should make their fair share of contribution to Hong

Kong, rather than making profits at the expense of others. We accept that theKong, rather than making profits at the expense of others. We accept that theKong, rather than making profits at the expense of others. We accept that theKong, rather than making profits at the expense of others. We accept that the

Government must have adequate resources to promote our economic development andGovernment must have adequate resources to promote our economic development andGovernment must have adequate resources to promote our economic development andGovernment must have adequate resources to promote our economic development and

social well-being.  But we do not think that the Government should slash necessarysocial well-being.  But we do not think that the Government should slash necessarysocial well-being.  But we do not think that the Government should slash necessarysocial well-being.  But we do not think that the Government should slash necessary

public expenditure just to make a handful of people pay less tax.  Mr Deputy President,public expenditure just to make a handful of people pay less tax.  Mr Deputy President,public expenditure just to make a handful of people pay less tax.  Mr Deputy President,public expenditure just to make a handful of people pay less tax.  Mr Deputy President,

why is it that some of our colleagues and the Government are so scared to conductwhy is it that some of our colleagues and the Government are so scared to conductwhy is it that some of our colleagues and the Government are so scared to conductwhy is it that some of our colleagues and the Government are so scared to conduct

a review of our taxation system?  Are they worried that the review would do away witha review of our taxation system?  Are they worried that the review would do away witha review of our taxation system?  Are they worried that the review would do away witha review of our taxation system?  Are they worried that the review would do away with

our low taxation system?  Do they think that the low and simple taxation system cannotour low taxation system?  Do they think that the low and simple taxation system cannotour low taxation system?  Do they think that the low and simple taxation system cannotour low taxation system?  Do they think that the low and simple taxation system cannot

be in any way made more equitable and better?  Is it necessary for us to showbe in any way made more equitable and better?  Is it necessary for us to showbe in any way made more equitable and better?  Is it necessary for us to showbe in any way made more equitable and better?  Is it necessary for us to show



favouritism to the commercial and industrial sectors by maintaining a low tax systemfavouritism to the commercial and industrial sectors by maintaining a low tax systemfavouritism to the commercial and industrial sectors by maintaining a low tax systemfavouritism to the commercial and industrial sectors by maintaining a low tax system

at the expense of the men in the street?  Do they not know that many other countriesat the expense of the men in the street?  Do they not know that many other countriesat the expense of the men in the street?  Do they not know that many other countriesat the expense of the men in the street?  Do they not know that many other countries

have already been revamping their taxation systems?  Are they of the view that ourhave already been revamping their taxation systems?  Are they of the view that ourhave already been revamping their taxation systems?  Are they of the view that ourhave already been revamping their taxation systems?  Are they of the view that our

taxation system is so perfect that there is no need for a review?  I must say thistaxation system is so perfect that there is no need for a review?  I must say thistaxation system is so perfect that there is no need for a review?  I must say thistaxation system is so perfect that there is no need for a review?  I must say this

kind of arrogant, insensitive and conservative attitude will only undermine ourkind of arrogant, insensitive and conservative attitude will only undermine ourkind of arrogant, insensitive and conservative attitude will only undermine ourkind of arrogant, insensitive and conservative attitude will only undermine our

public finance policy.  The insensitivity is bound to lead Hong Hong down the roadpublic finance policy.  The insensitivity is bound to lead Hong Hong down the roadpublic finance policy.  The insensitivity is bound to lead Hong Hong down the roadpublic finance policy.  The insensitivity is bound to lead Hong Hong down the road

of recession.of recession.of recession.of recession.

Mr Deputy President, to make Hong Kong a better place to live in in the yearsMr Deputy President, to make Hong Kong a better place to live in in the yearsMr Deputy President, to make Hong Kong a better place to live in in the yearsMr Deputy President, to make Hong Kong a better place to live in in the years

to come, I think that we must conduct a review of our taxation system.to come, I think that we must conduct a review of our taxation system.to come, I think that we must conduct a review of our taxation system.to come, I think that we must conduct a review of our taxation system.

MR SIMON IP: Mr Deputy President, there have been many calls recently to amend ourMR SIMON IP: Mr Deputy President, there have been many calls recently to amend ourMR SIMON IP: Mr Deputy President, there have been many calls recently to amend ourMR SIMON IP: Mr Deputy President, there have been many calls recently to amend our

tax structure or to introduce new taxes.  Suggestions raised have included thetax structure or to introduce new taxes.  Suggestions raised have included thetax structure or to introduce new taxes.  Suggestions raised have included thetax structure or to introduce new taxes.  Suggestions raised have included the

introduction of a capital gains tax, some form of general income tax, a tax onintroduction of a capital gains tax, some form of general income tax, a tax onintroduction of a capital gains tax, some form of general income tax, a tax onintroduction of a capital gains tax, some form of general income tax, a tax on

dividends, a sales tax and even some form of assessment on worldwide income baseddividends, a sales tax and even some form of assessment on worldwide income baseddividends, a sales tax and even some form of assessment on worldwide income baseddividends, a sales tax and even some form of assessment on worldwide income based

on a residence test.on a residence test.on a residence test.on a residence test.

I do not say that these suggestions should not be considered.  But I do say thatI do not say that these suggestions should not be considered.  But I do say thatI do not say that these suggestions should not be considered.  But I do say thatI do not say that these suggestions should not be considered.  But I do say that

we should be alert to developments elsewhere and learn from their mistakes, not towe should be alert to developments elsewhere and learn from their mistakes, not towe should be alert to developments elsewhere and learn from their mistakes, not towe should be alert to developments elsewhere and learn from their mistakes, not to

repeat them. Today many sophisticated economies are shifting their emphasis torepeat them. Today many sophisticated economies are shifting their emphasis torepeat them. Today many sophisticated economies are shifting their emphasis torepeat them. Today many sophisticated economies are shifting their emphasis to

indirect taxation in the form of value added taxes or goods and services taxes orindirect taxation in the form of value added taxes or goods and services taxes orindirect taxation in the form of value added taxes or goods and services taxes orindirect taxation in the form of value added taxes or goods and services taxes or

sales taxes and away from direct taxation, particularly taxation on capital.  Insales taxes and away from direct taxation, particularly taxation on capital.  Insales taxes and away from direct taxation, particularly taxation on capital.  Insales taxes and away from direct taxation, particularly taxation on capital.  In

Sweden, one of the most pampered socialized societies, taxpayers are to benefit fromSweden, one of the most pampered socialized societies, taxpayers are to benefit fromSweden, one of the most pampered socialized societies, taxpayers are to benefit fromSweden, one of the most pampered socialized societies, taxpayers are to benefit from

a phasing-out of a wealth tax.  In Norway, corporate tax rates have been significantlya phasing-out of a wealth tax.  In Norway, corporate tax rates have been significantlya phasing-out of a wealth tax.  In Norway, corporate tax rates have been significantlya phasing-out of a wealth tax.  In Norway, corporate tax rates have been significantly

reduced and wealth tax abolished on companies.  In the United Kingdom, governmentreduced and wealth tax abolished on companies.  In the United Kingdom, governmentreduced and wealth tax abolished on companies.  In the United Kingdom, governmentreduced and wealth tax abolished on companies.  In the United Kingdom, government

policy has recognized that inheritance  tax is bad and that it needs to go. Closerpolicy has recognized that inheritance  tax is bad and that it needs to go. Closerpolicy has recognized that inheritance  tax is bad and that it needs to go. Closerpolicy has recognized that inheritance  tax is bad and that it needs to go. Closer

to home, the Singapore Government has reduced rates of taxation with furtherto home, the Singapore Government has reduced rates of taxation with furtherto home, the Singapore Government has reduced rates of taxation with furtherto home, the Singapore Government has reduced rates of taxation with further

reductions likely to come.  In Malaysia and India, estate duties have been abolishedreductions likely to come.  In Malaysia and India, estate duties have been abolishedreductions likely to come.  In Malaysia and India, estate duties have been abolishedreductions likely to come.  In Malaysia and India, estate duties have been abolished

entirely.  As other countries liberalize, tax rates are coming down and taxes onentirely.  As other countries liberalize, tax rates are coming down and taxes onentirely.  As other countries liberalize, tax rates are coming down and taxes onentirely.  As other countries liberalize, tax rates are coming down and taxes on

capital are being removed; Hong Kong should not compromise its attractive system ofcapital are being removed; Hong Kong should not compromise its attractive system ofcapital are being removed; Hong Kong should not compromise its attractive system ofcapital are being removed; Hong Kong should not compromise its attractive system of

taxation which has lain so close to the heart of its economic success.  Our low ratetaxation which has lain so close to the heart of its economic success.  Our low ratetaxation which has lain so close to the heart of its economic success.  Our low ratetaxation which has lain so close to the heart of its economic success.  Our low rate

of tax and our simple tax structure, with its almost complete absence of capitalof tax and our simple tax structure, with its almost complete absence of capitalof tax and our simple tax structure, with its almost complete absence of capitalof tax and our simple tax structure, with its almost complete absence of capital

taxation or taxation of foreign income gains, have allowed business to flourish.  Thetaxation or taxation of foreign income gains, have allowed business to flourish.  Thetaxation or taxation of foreign income gains, have allowed business to flourish.  Thetaxation or taxation of foreign income gains, have allowed business to flourish.  The

Government has followed a policy of low taxation as an incentive for investment andGovernment has followed a policy of low taxation as an incentive for investment andGovernment has followed a policy of low taxation as an incentive for investment andGovernment has followed a policy of low taxation as an incentive for investment and

employment.employment.employment.employment.

It seems to me that we should first plan our economic and social objectives ofIt seems to me that we should first plan our economic and social objectives ofIt seems to me that we should first plan our economic and social objectives ofIt seems to me that we should first plan our economic and social objectives of



the territory, then work out the estimated cost of such objectives and from that decidethe territory, then work out the estimated cost of such objectives and from that decidethe territory, then work out the estimated cost of such objectives and from that decidethe territory, then work out the estimated cost of such objectives and from that decide

how money can be raised to pay for them and what other consequences there will behow money can be raised to pay for them and what other consequences there will behow money can be raised to pay for them and what other consequences there will behow money can be raised to pay for them and what other consequences there will be

for the economy from the raising of such money.  On the basis of such informationfor the economy from the raising of such money.  On the basis of such informationfor the economy from the raising of such money.  On the basis of such informationfor the economy from the raising of such money.  On the basis of such information

we should then make the decision whether or not the objectives are affordable.  Thesewe should then make the decision whether or not the objectives are affordable.  Thesewe should then make the decision whether or not the objectives are affordable.  Thesewe should then make the decision whether or not the objectives are affordable.  These

are separate stages and should not be rolled together under what is called a taxationare separate stages and should not be rolled together under what is called a taxationare separate stages and should not be rolled together under what is called a taxationare separate stages and should not be rolled together under what is called a taxation

review.review.review.review.

I have no fundamental objection to a review of our taxation system to see whethI have no fundamental objection to a review of our taxation system to see whethI have no fundamental objection to a review of our taxation system to see whethI have no fundamental objection to a review of our taxation system to see whetherererer

it can be made more efficient and stable in the light of changes in our economy overit can be made more efficient and stable in the light of changes in our economy overit can be made more efficient and stable in the light of changes in our economy overit can be made more efficient and stable in the light of changes in our economy over

the years.  However, taxation is a specialized and technical subject and I firmlythe years.  However, taxation is a specialized and technical subject and I firmlythe years.  However, taxation is a specialized and technical subject and I firmlythe years.  However, taxation is a specialized and technical subject and I firmly

believe that a review, if there be one, should be undertaken by a committee consistingbelieve that a review, if there be one, should be undertaken by a committee consistingbelieve that a review, if there be one, should be undertaken by a committee consistingbelieve that a review, if there be one, should be undertaken by a committee consisting

of specialists and experts.  This will ensure speed, efficiency and productivity.of specialists and experts.  This will ensure speed, efficiency and productivity.of specialists and experts.  This will ensure speed, efficiency and productivity.of specialists and experts.  This will ensure speed, efficiency and productivity.

I am opposed to a committee consisting of persons with diverse socio-economicI am opposed to a committee consisting of persons with diverse socio-economicI am opposed to a committee consisting of persons with diverse socio-economicI am opposed to a committee consisting of persons with diverse socio-economic

objectives as this will transform a technical committee into a political forum.  Weobjectives as this will transform a technical committee into a political forum.  Weobjectives as this will transform a technical committee into a political forum.  Weobjectives as this will transform a technical committee into a political forum.  We

must have it firmly in mind that taxation is for the purpose of raising revenue, notmust have it firmly in mind that taxation is for the purpose of raising revenue, notmust have it firmly in mind that taxation is for the purpose of raising revenue, notmust have it firmly in mind that taxation is for the purpose of raising revenue, not

for social or economic engineering.  If the committee turns into a political forum,for social or economic engineering.  If the committee turns into a political forum,for social or economic engineering.  If the committee turns into a political forum,for social or economic engineering.  If the committee turns into a political forum,

inevitably there will be polarization and delay.  Such a result would create aninevitably there will be polarization and delay.  Such a result would create aninevitably there will be polarization and delay.  Such a result would create aninevitably there will be polarization and delay.  Such a result would create an

uncertain fiscal environment for our investor and would send the wrong signals touncertain fiscal environment for our investor and would send the wrong signals touncertain fiscal environment for our investor and would send the wrong signals touncertain fiscal environment for our investor and would send the wrong signals to

them.them.them.them.

The amendment moved by the Honourable Frederick FUNG highlights just how a reviewThe amendment moved by the Honourable Frederick FUNG highlights just how a reviewThe amendment moved by the Honourable Frederick FUNG highlights just how a reviewThe amendment moved by the Honourable Frederick FUNG highlights just how a review

committee's work could be obstructed by competing interests and the progress of workcommittee's work could be obstructed by competing interests and the progress of workcommittee's work could be obstructed by competing interests and the progress of workcommittee's work could be obstructed by competing interests and the progress of work

delayed.  Debates of that kind are best left to politicians after the experts havedelayed.  Debates of that kind are best left to politicians after the experts havedelayed.  Debates of that kind are best left to politicians after the experts havedelayed.  Debates of that kind are best left to politicians after the experts have

completed their work and their findings are published.  I therefore oppose thecompleted their work and their findings are published.  I therefore oppose thecompleted their work and their findings are published.  I therefore oppose thecompleted their work and their findings are published.  I therefore oppose the

amendment.amendment.amendment.amendment.

Having heard the Honourable Fred LI speak in favour of the motion, it is clearHaving heard the Honourable Fred LI speak in favour of the motion, it is clearHaving heard the Honourable Fred LI speak in favour of the motion, it is clearHaving heard the Honourable Fred LI speak in favour of the motion, it is clear

that his idea of a review and how and by whom it is to be conducted is very differentthat his idea of a review and how and by whom it is to be conducted is very differentthat his idea of a review and how and by whom it is to be conducted is very differentthat his idea of a review and how and by whom it is to be conducted is very different

from mine.  My concerns about a politicized review have been registered.  In thefrom mine.  My concerns about a politicized review have been registered.  In thefrom mine.  My concerns about a politicized review have been registered.  In thefrom mine.  My concerns about a politicized review have been registered.  In the

circumstances, I regret I shall have to vote against the motion.  But I would askcircumstances, I regret I shall have to vote against the motion.  But I would askcircumstances, I regret I shall have to vote against the motion.  But I would askcircumstances, I regret I shall have to vote against the motion.  But I would ask

the Administration not to discard the possibility of referring issues to a specialistthe Administration not to discard the possibility of referring issues to a specialistthe Administration not to discard the possibility of referring issues to a specialistthe Administration not to discard the possibility of referring issues to a specialist

committee such as the Joint Liaison Committee on Taxation with clearly defined termscommittee such as the Joint Liaison Committee on Taxation with clearly defined termscommittee such as the Joint Liaison Committee on Taxation with clearly defined termscommittee such as the Joint Liaison Committee on Taxation with clearly defined terms

of reference and well delineated parameters.of reference and well delineated parameters.of reference and well delineated parameters.of reference and well delineated parameters.

MR LAU CHIN-SHEK (in Cantonese): Mr Deputy President, economic development has longMR LAU CHIN-SHEK (in Cantonese): Mr Deputy President, economic development has longMR LAU CHIN-SHEK (in Cantonese): Mr Deputy President, economic development has longMR LAU CHIN-SHEK (in Cantonese): Mr Deputy President, economic development has long

been the objective of the philosoply of administration of the Hong Kong Government,been the objective of the philosoply of administration of the Hong Kong Government,been the objective of the philosoply of administration of the Hong Kong Government,been the objective of the philosoply of administration of the Hong Kong Government,

and this has been reflected in its policies.  But I think that economic developmentand this has been reflected in its policies.  But I think that economic developmentand this has been reflected in its policies.  But I think that economic developmentand this has been reflected in its policies.  But I think that economic development

should be the means to improve people's livelihood rather than the ends.  In hisshould be the means to improve people's livelihood rather than the ends.  In hisshould be the means to improve people's livelihood rather than the ends.  In hisshould be the means to improve people's livelihood rather than the ends.  In his



Policy Address to this Council in last October, the Governor clearly reiterated thePolicy Address to this Council in last October, the Governor clearly reiterated thePolicy Address to this Council in last October, the Governor clearly reiterated thePolicy Address to this Council in last October, the Governor clearly reiterated the

objective of this approach.  Against this backdrop, the taxation system, which shouldobjective of this approach.  Against this backdrop, the taxation system, which shouldobjective of this approach.  Against this backdrop, the taxation system, which shouldobjective of this approach.  Against this backdrop, the taxation system, which should

be designed to achieve a redistribution of wealth and enhance social equality andbe designed to achieve a redistribution of wealth and enhance social equality andbe designed to achieve a redistribution of wealth and enhance social equality andbe designed to achieve a redistribution of wealth and enhance social equality and

social justice, is engineered to encourage commercial and industrial investment.social justice, is engineered to encourage commercial and industrial investment.social justice, is engineered to encourage commercial and industrial investment.social justice, is engineered to encourage commercial and industrial investment.

Over the years, the profits tax rate in Hong Kong has remained at a very low level.Over the years, the profits tax rate in Hong Kong has remained at a very low level.Over the years, the profits tax rate in Hong Kong has remained at a very low level.Over the years, the profits tax rate in Hong Kong has remained at a very low level.

At present, the 16.5% profits tax in Hong Kong has placed us as one of the 10 economiesAt present, the 16.5% profits tax in Hong Kong has placed us as one of the 10 economiesAt present, the 16.5% profits tax in Hong Kong has placed us as one of the 10 economiesAt present, the 16.5% profits tax in Hong Kong has placed us as one of the 10 economies

with the lowest profits tax among the 106 countries and territories.  Even if thewith the lowest profits tax among the 106 countries and territories.  Even if thewith the lowest profits tax among the 106 countries and territories.  Even if thewith the lowest profits tax among the 106 countries and territories.  Even if the

profits tax is raised to 20%, our enviable position would remain the same.  Amongprofits tax is raised to 20%, our enviable position would remain the same.  Amongprofits tax is raised to 20%, our enviable position would remain the same.  Amongprofits tax is raised to 20%, our enviable position would remain the same.  Among

the three Chinese communities of the "Four Little Dragons" in Asia, Hong Kong'sthe three Chinese communities of the "Four Little Dragons" in Asia, Hong Kong'sthe three Chinese communities of the "Four Little Dragons" in Asia, Hong Kong'sthe three Chinese communities of the "Four Little Dragons" in Asia, Hong Kong's

profits tax rate is 16.5%, Singapore's is 31% and Taiwan's is 25%.  And capital gainsprofits tax rate is 16.5%, Singapore's is 31% and Taiwan's is 25%.  And capital gainsprofits tax rate is 16.5%, Singapore's is 31% and Taiwan's is 25%.  And capital gainsprofits tax rate is 16.5%, Singapore's is 31% and Taiwan's is 25%.  And capital gains

tax is charged in both Singapore and Taiwan.  These figures show that Hong Kong'stax is charged in both Singapore and Taiwan.  These figures show that Hong Kong'stax is charged in both Singapore and Taiwan.  These figures show that Hong Kong'stax is charged in both Singapore and Taiwan.  These figures show that Hong Kong's

tax rate is indeed very low.  Certainly, it is a good idea to design a low and simpletax rate is indeed very low.  Certainly, it is a good idea to design a low and simpletax rate is indeed very low.  Certainly, it is a good idea to design a low and simpletax rate is indeed very low.  Certainly, it is a good idea to design a low and simple

tax regime to encourage investments.  But what I would like to ask is whether thistax regime to encourage investments.  But what I would like to ask is whether thistax regime to encourage investments.  But what I would like to ask is whether thistax regime to encourage investments.  But what I would like to ask is whether this

approach is also conducive to the promotion of social justice through a redistributionapproach is also conducive to the promotion of social justice through a redistributionapproach is also conducive to the promotion of social justice through a redistributionapproach is also conducive to the promotion of social justice through a redistribution

of wealth.  Unfortunately, judging from the past development and the current socialof wealth.  Unfortunately, judging from the past development and the current socialof wealth.  Unfortunately, judging from the past development and the current socialof wealth.  Unfortunately, judging from the past development and the current social

situation in Hong Kong, I have much doubt about the Government's sincerity to bringsituation in Hong Kong, I have much doubt about the Government's sincerity to bringsituation in Hong Kong, I have much doubt about the Government's sincerity to bringsituation in Hong Kong, I have much doubt about the Government's sincerity to bring

about social justice by means of the taxation system and various social policies.about social justice by means of the taxation system and various social policies.about social justice by means of the taxation system and various social policies.about social justice by means of the taxation system and various social policies.

Today I would like to make some comments on this problem from three angles to driveToday I would like to make some comments on this problem from three angles to driveToday I would like to make some comments on this problem from three angles to driveToday I would like to make some comments on this problem from three angles to drive

home the point that the Government should conduct a comprehensive review of thehome the point that the Government should conduct a comprehensive review of thehome the point that the Government should conduct a comprehensive review of thehome the point that the Government should conduct a comprehensive review of the

taxation system in order to rectify the unfair situation the lower and middle classtaxation system in order to rectify the unfair situation the lower and middle classtaxation system in order to rectify the unfair situation the lower and middle classtaxation system in order to rectify the unfair situation the lower and middle class

people are in.people are in.people are in.people are in.

I think we should take the widening gap between the poor and the rich first.  TheI think we should take the widening gap between the poor and the rich first.  TheI think we should take the widening gap between the poor and the rich first.  TheI think we should take the widening gap between the poor and the rich first.  The

Gini Coefficient has recently risen to as high as 0.48, demonstrating the worryingGini Coefficient has recently risen to as high as 0.48, demonstrating the worryingGini Coefficient has recently risen to as high as 0.48, demonstrating the worryingGini Coefficient has recently risen to as high as 0.48, demonstrating the worrying

uneven distribution of wealth among the people.  But this situation, in fact, hasuneven distribution of wealth among the people.  But this situation, in fact, hasuneven distribution of wealth among the people.  But this situation, in fact, hasuneven distribution of wealth among the people.  But this situation, in fact, has

been with us for 30 years.  The Government and the commercial and industrial sectorsbeen with us for 30 years.  The Government and the commercial and industrial sectorsbeen with us for 30 years.  The Government and the commercial and industrial sectorsbeen with us for 30 years.  The Government and the commercial and industrial sectors

have always advised the wage-earners in Hong Kong to forego short-term benefits inhave always advised the wage-earners in Hong Kong to forego short-term benefits inhave always advised the wage-earners in Hong Kong to forego short-term benefits inhave always advised the wage-earners in Hong Kong to forego short-term benefits in

exchange for long-term improvements in their livelihood.  I wonder whether this kindexchange for long-term improvements in their livelihood.  I wonder whether this kindexchange for long-term improvements in their livelihood.  I wonder whether this kindexchange for long-term improvements in their livelihood.  I wonder whether this kind

of argument is out of their refusal to take notice of the growing gap between theof argument is out of their refusal to take notice of the growing gap between theof argument is out of their refusal to take notice of the growing gap between theof argument is out of their refusal to take notice of the growing gap between the

poor and the rich or just to hoodwink the wage-earners.poor and the rich or just to hoodwink the wage-earners.poor and the rich or just to hoodwink the wage-earners.poor and the rich or just to hoodwink the wage-earners.

In fact, in comparison with the three other "Little Dragons" in Asia, Hong KongIn fact, in comparison with the three other "Little Dragons" in Asia, Hong KongIn fact, in comparison with the three other "Little Dragons" in Asia, Hong KongIn fact, in comparison with the three other "Little Dragons" in Asia, Hong Kong

workers' real wage has gained the least growth.  According to statistics, ourworkers' real wage has gained the least growth.  According to statistics, ourworkers' real wage has gained the least growth.  According to statistics, ourworkers' real wage has gained the least growth.  According to statistics, our

workers' average nominal wage has just increased by 11.16% from 1986 to 1990, at aworkers' average nominal wage has just increased by 11.16% from 1986 to 1990, at aworkers' average nominal wage has just increased by 11.16% from 1986 to 1990, at aworkers' average nominal wage has just increased by 11.16% from 1986 to 1990, at a

level similar to Taiwan's 11.8%.  However, Hong Kong's average inflation rate oflevel similar to Taiwan's 11.8%.  However, Hong Kong's average inflation rate oflevel similar to Taiwan's 11.8%.  However, Hong Kong's average inflation rate oflevel similar to Taiwan's 11.8%.  However, Hong Kong's average inflation rate of

7.08% has been higher than Taiwan's 2.18%.  During the same period, Singaporean7.08% has been higher than Taiwan's 2.18%.  During the same period, Singaporean7.08% has been higher than Taiwan's 2.18%.  During the same period, Singaporean7.08% has been higher than Taiwan's 2.18%.  During the same period, Singaporean

workers have enjoyed an average nominal wage growth rate of 6.28% but the averageworkers have enjoyed an average nominal wage growth rate of 6.28% but the averageworkers have enjoyed an average nominal wage growth rate of 6.28% but the averageworkers have enjoyed an average nominal wage growth rate of 6.28% but the average



inflation rate in Singapore has been only 1.52%.  As to South Korea, the averageinflation rate in Singapore has been only 1.52%.  As to South Korea, the averageinflation rate in Singapore has been only 1.52%.  As to South Korea, the averageinflation rate in Singapore has been only 1.52%.  As to South Korea, the average

nominal wage growth rate has reached 17.1% while its inflation rate over the samenominal wage growth rate has reached 17.1% while its inflation rate over the samenominal wage growth rate has reached 17.1% while its inflation rate over the samenominal wage growth rate has reached 17.1% while its inflation rate over the same

period has been merely 5.48%.  Our workers in Hong Kong were further hit in 1991 withperiod has been merely 5.48%.  Our workers in Hong Kong were further hit in 1991 withperiod has been merely 5.48%.  Our workers in Hong Kong were further hit in 1991 withperiod has been merely 5.48%.  Our workers in Hong Kong were further hit in 1991 with

a negative growth in their real wage as result of the high inflation.  These figuresa negative growth in their real wage as result of the high inflation.  These figuresa negative growth in their real wage as result of the high inflation.  These figuresa negative growth in their real wage as result of the high inflation.  These figures

bear witness to the fact that economic development may not necessarily bring aboutbear witness to the fact that economic development may not necessarily bring aboutbear witness to the fact that economic development may not necessarily bring aboutbear witness to the fact that economic development may not necessarily bring about

an equitable distribution of wealth.  At times, the workers will even suffer froman equitable distribution of wealth.  At times, the workers will even suffer froman equitable distribution of wealth.  At times, the workers will even suffer froman equitable distribution of wealth.  At times, the workers will even suffer from

a negative growth in their real wage despite the economic growth, resulting in a dropa negative growth in their real wage despite the economic growth, resulting in a dropa negative growth in their real wage despite the economic growth, resulting in a dropa negative growth in their real wage despite the economic growth, resulting in a drop

of the people's quality of living and aggravating the situation of unfair distributionof the people's quality of living and aggravating the situation of unfair distributionof the people's quality of living and aggravating the situation of unfair distributionof the people's quality of living and aggravating the situation of unfair distribution

of social wealth.of social wealth.of social wealth.of social wealth.

At a time when the gap between the poor and the rich is ever At a time when the gap between the poor and the rich is ever At a time when the gap between the poor and the rich is ever At a time when the gap between the poor and the rich is ever widening, Hong Kong'swidening, Hong Kong'swidening, Hong Kong'swidening, Hong Kong's

taxation system seems to have failed to help arrest the problem.  On the contrary,taxation system seems to have failed to help arrest the problem.  On the contrary,taxation system seems to have failed to help arrest the problem.  On the contrary,taxation system seems to have failed to help arrest the problem.  On the contrary,

it has worsened the situation.  The ratio between the profits tax and the income taxit has worsened the situation.  The ratio between the profits tax and the income taxit has worsened the situation.  The ratio between the profits tax and the income taxit has worsened the situation.  The ratio between the profits tax and the income tax

of the public revenue has been declining in recent years, from 0.67 to 0.33 in 1989-90of the public revenue has been declining in recent years, from 0.67 to 0.33 in 1989-90of the public revenue has been declining in recent years, from 0.67 to 0.33 in 1989-90of the public revenue has been declining in recent years, from 0.67 to 0.33 in 1989-90

to an estimate of 0.58 to 0.42 in 1991-92, showing a growing share of the income taxto an estimate of 0.58 to 0.42 in 1991-92, showing a growing share of the income taxto an estimate of 0.58 to 0.42 in 1991-92, showing a growing share of the income taxto an estimate of 0.58 to 0.42 in 1991-92, showing a growing share of the income tax

in the direct tax.  In other words, the working class is subject to a heavier taxin the direct tax.  In other words, the working class is subject to a heavier taxin the direct tax.  In other words, the working class is subject to a heavier taxin the direct tax.  In other words, the working class is subject to a heavier tax

burden under a taxation system which has become more and more inequitable.burden under a taxation system which has become more and more inequitable.burden under a taxation system which has become more and more inequitable.burden under a taxation system which has become more and more inequitable.

Secondly, there is another problem which we should pay attention to.  As we areSecondly, there is another problem which we should pay attention to.  As we areSecondly, there is another problem which we should pay attention to.  As we areSecondly, there is another problem which we should pay attention to.  As we are

going through a time of high inflation, unstable economic development, falteringgoing through a time of high inflation, unstable economic development, falteringgoing through a time of high inflation, unstable economic development, falteringgoing through a time of high inflation, unstable economic development, faltering

economic growth as well as heavy spending on infrastructural projects, one wonderseconomic growth as well as heavy spending on infrastructural projects, one wonderseconomic growth as well as heavy spending on infrastructural projects, one wonderseconomic growth as well as heavy spending on infrastructural projects, one wonders

if it is a right move for the Government to increase indirect tax substantially inif it is a right move for the Government to increase indirect tax substantially inif it is a right move for the Government to increase indirect tax substantially inif it is a right move for the Government to increase indirect tax substantially in

order to ensure a stable source of revenue.  But the fact is the Government is exactlyorder to ensure a stable source of revenue.  But the fact is the Government is exactlyorder to ensure a stable source of revenue.  But the fact is the Government is exactlyorder to ensure a stable source of revenue.  But the fact is the Government is exactly

heading in such a direction.  A case in point is the proposed introduction of a salesheading in such a direction.  A case in point is the proposed introduction of a salesheading in such a direction.  A case in point is the proposed introduction of a salesheading in such a direction.  A case in point is the proposed introduction of a sales

tax and a large-scale increase of rates.  Definitely, this kind of taxation strategytax and a large-scale increase of rates.  Definitely, this kind of taxation strategytax and a large-scale increase of rates.  Definitely, this kind of taxation strategytax and a large-scale increase of rates.  Definitely, this kind of taxation strategy

to target our fiscal onslaughts on the lower and middle class is short-sighted,to target our fiscal onslaughts on the lower and middle class is short-sighted,to target our fiscal onslaughts on the lower and middle class is short-sighted,to target our fiscal onslaughts on the lower and middle class is short-sighted,

irresponsible and totally unreasonable.irresponsible and totally unreasonable.irresponsible and totally unreasonable.irresponsible and totally unreasonable.

I think this taxation strategy is absolutely going aI think this taxation strategy is absolutely going aI think this taxation strategy is absolutely going aI think this taxation strategy is absolutely going against the objective of wealthgainst the objective of wealthgainst the objective of wealthgainst the objective of wealth

redistribution to be achieved through taxation measures and is really ridiculousredistribution to be achieved through taxation measures and is really ridiculousredistribution to be achieved through taxation measures and is really ridiculousredistribution to be achieved through taxation measures and is really ridiculous

particularly when the gap between the poor and the rich is widening.  Moreover, Iparticularly when the gap between the poor and the rich is widening.  Moreover, Iparticularly when the gap between the poor and the rich is widening.  Moreover, Iparticularly when the gap between the poor and the rich is widening.  Moreover, I

doubt the wisdom of the move to ensure adequate revenue by raising more taxes fromdoubt the wisdom of the move to ensure adequate revenue by raising more taxes fromdoubt the wisdom of the move to ensure adequate revenue by raising more taxes fromdoubt the wisdom of the move to ensure adequate revenue by raising more taxes from

the middle and lower class.  We must not lose sight of the fact that, in times ofthe middle and lower class.  We must not lose sight of the fact that, in times ofthe middle and lower class.  We must not lose sight of the fact that, in times ofthe middle and lower class.  We must not lose sight of the fact that, in times of

sluggish economic growth, public revenue generated from direct tax may take a fallsluggish economic growth, public revenue generated from direct tax may take a fallsluggish economic growth, public revenue generated from direct tax may take a fallsluggish economic growth, public revenue generated from direct tax may take a fall

and the wage-earners would be the prime victims as the growth rate of their wage wouldand the wage-earners would be the prime victims as the growth rate of their wage wouldand the wage-earners would be the prime victims as the growth rate of their wage wouldand the wage-earners would be the prime victims as the growth rate of their wage would

be affected.  So in view of their relatively low "ability of handling crises" inbe affected.  So in view of their relatively low "ability of handling crises" inbe affected.  So in view of their relatively low "ability of handling crises" inbe affected.  So in view of their relatively low "ability of handling crises" in

comparison with that of the Government, this strategy would only undermine socialcomparison with that of the Government, this strategy would only undermine socialcomparison with that of the Government, this strategy would only undermine socialcomparison with that of the Government, this strategy would only undermine social

stability.  As such, I think we should not opt for this kind of taxation measure.stability.  As such, I think we should not opt for this kind of taxation measure.stability.  As such, I think we should not opt for this kind of taxation measure.stability.  As such, I think we should not opt for this kind of taxation measure.



As far as indirect tax is concerned, the recent increase in rates is particularlyAs far as indirect tax is concerned, the recent increase in rates is particularlyAs far as indirect tax is concerned, the recent increase in rates is particularlyAs far as indirect tax is concerned, the recent increase in rates is particularly

unjustified.  In last April, due to the reassessment of the rateable values, the ratesunjustified.  In last April, due to the reassessment of the rateable values, the ratesunjustified.  In last April, due to the reassessment of the rateable values, the ratesunjustified.  In last April, due to the reassessment of the rateable values, the rates

were substantially increased.  This year it is said that the rates would further gowere substantially increased.  This year it is said that the rates would further gowere substantially increased.  This year it is said that the rates would further gowere substantially increased.  This year it is said that the rates would further go

up by 1%.  If this is true, according to estimates made by the Confederation of Tradeup by 1%.  If this is true, according to estimates made by the Confederation of Tradeup by 1%.  If this is true, according to estimates made by the Confederation of Tradeup by 1%.  If this is true, according to estimates made by the Confederation of Trade

Unions, within a short span of two years, rates have been increased by 60%, and asUnions, within a short span of two years, rates have been increased by 60%, and asUnions, within a short span of two years, rates have been increased by 60%, and asUnions, within a short span of two years, rates have been increased by 60%, and as

a result the inflation rate will also rise by 0.3% or more.  However, the recenta result the inflation rate will also rise by 0.3% or more.  However, the recenta result the inflation rate will also rise by 0.3% or more.  However, the recenta result the inflation rate will also rise by 0.3% or more.  However, the recent

soaring rates are basically due to the anomalously high property prices.  It is toosoaring rates are basically due to the anomalously high property prices.  It is toosoaring rates are basically due to the anomalously high property prices.  It is toosoaring rates are basically due to the anomalously high property prices.  It is too

much for the Government to request the end-users to bear the consequences of propertymuch for the Government to request the end-users to bear the consequences of propertymuch for the Government to request the end-users to bear the consequences of propertymuch for the Government to request the end-users to bear the consequences of property

speculation which most of them are not involved in.speculation which most of them are not involved in.speculation which most of them are not involved in.speculation which most of them are not involved in.

Thirdly, in view of the vital traThirdly, in view of the vital traThirdly, in view of the vital traThirdly, in view of the vital transition in 1997, we should see to it that socialnsition in 1997, we should see to it that socialnsition in 1997, we should see to it that socialnsition in 1997, we should see to it that social

justice must be achieved and look after the well-being of those lower class peoplejustice must be achieved and look after the well-being of those lower class peoplejustice must be achieved and look after the well-being of those lower class peoplejustice must be achieved and look after the well-being of those lower class people

who will not leave Hong Kong.  In recent years, Hong Kong has gone through variouswho will not leave Hong Kong.  In recent years, Hong Kong has gone through variouswho will not leave Hong Kong.  In recent years, Hong Kong has gone through variouswho will not leave Hong Kong.  In recent years, Hong Kong has gone through various

political, economic and social crises and the lower class is always the group whichpolitical, economic and social crises and the lower class is always the group whichpolitical, economic and social crises and the lower class is always the group whichpolitical, economic and social crises and the lower class is always the group which

has been hardest hit.  At present, the wage-earners are suffering from negativehas been hardest hit.  At present, the wage-earners are suffering from negativehas been hardest hit.  At present, the wage-earners are suffering from negativehas been hardest hit.  At present, the wage-earners are suffering from negative

growth in their real wage and at the same time they have to face up to the threatsgrowth in their real wage and at the same time they have to face up to the threatsgrowth in their real wage and at the same time they have to face up to the threatsgrowth in their real wage and at the same time they have to face up to the threats

posed by the importation of foreign labour.  Many of them do not have sufficient workposed by the importation of foreign labour.  Many of them do not have sufficient workposed by the importation of foreign labour.  Many of them do not have sufficient workposed by the importation of foreign labour.  Many of them do not have sufficient work

to do or become unemployed at a time when the transformation of our economic structureto do or become unemployed at a time when the transformation of our economic structureto do or become unemployed at a time when the transformation of our economic structureto do or become unemployed at a time when the transformation of our economic structure

is underway and many manufacturing operations are moving across the border.  In thisis underway and many manufacturing operations are moving across the border.  In thisis underway and many manufacturing operations are moving across the border.  In thisis underway and many manufacturing operations are moving across the border.  In this

financial year, they are very worried that the Financial Secretary will increasefinancial year, they are very worried that the Financial Secretary will increasefinancial year, they are very worried that the Financial Secretary will increasefinancial year, they are very worried that the Financial Secretary will increase

indirect tax dramatically or to extend the tax net to cover more wage-earners.  Theseindirect tax dramatically or to extend the tax net to cover more wage-earners.  Theseindirect tax dramatically or to extend the tax net to cover more wage-earners.  Theseindirect tax dramatically or to extend the tax net to cover more wage-earners.  These

measures will definitely deal a heavy blow to the lower income group's livelihood,measures will definitely deal a heavy blow to the lower income group's livelihood,measures will definitely deal a heavy blow to the lower income group's livelihood,measures will definitely deal a heavy blow to the lower income group's livelihood,

undermine a smooth transition in 1997 and also greatly threaten Hong Kong's long-termundermine a smooth transition in 1997 and also greatly threaten Hong Kong's long-termundermine a smooth transition in 1997 and also greatly threaten Hong Kong's long-termundermine a smooth transition in 1997 and also greatly threaten Hong Kong's long-term

stability and prosperity.stability and prosperity.stability and prosperity.stability and prosperity.

Mr Deputy President, with these problems in mind, I think there is a genuine needMr Deputy President, with these problems in mind, I think there is a genuine needMr Deputy President, with these problems in mind, I think there is a genuine needMr Deputy President, with these problems in mind, I think there is a genuine need

to conduct a comprehensive review of our taxation system in order to map out plansto conduct a comprehensive review of our taxation system in order to map out plansto conduct a comprehensive review of our taxation system in order to map out plansto conduct a comprehensive review of our taxation system in order to map out plans

to narrow the gap between the poor and the rich.  Just now Mr Martin BARROW said thatto narrow the gap between the poor and the rich.  Just now Mr Martin BARROW said thatto narrow the gap between the poor and the rich.  Just now Mr Martin BARROW said thatto narrow the gap between the poor and the rich.  Just now Mr Martin BARROW said that

such an argument is outdated.  He gave a warning by quoting the example of the formersuch an argument is outdated.  He gave a warning by quoting the example of the formersuch an argument is outdated.  He gave a warning by quoting the example of the formersuch an argument is outdated.  He gave a warning by quoting the example of the former

Soviet Union to point out that the attempts made by the former Soviet Union to narrowSoviet Union to point out that the attempts made by the former Soviet Union to narrowSoviet Union to point out that the attempts made by the former Soviet Union to narrowSoviet Union to point out that the attempts made by the former Soviet Union to narrow

the gap between the poor and the rich had left many of the Russian people unable tothe gap between the poor and the rich had left many of the Russian people unable tothe gap between the poor and the rich had left many of the Russian people unable tothe gap between the poor and the rich had left many of the Russian people unable to

feed their families.  I think we need more studies before we can determine whetherfeed their families.  I think we need more studies before we can determine whetherfeed their families.  I think we need more studies before we can determine whetherfeed their families.  I think we need more studies before we can determine whether

a poor Soviet Union was the result of the attempts made to narrow the gap betweena poor Soviet Union was the result of the attempts made to narrow the gap betweena poor Soviet Union was the result of the attempts made to narrow the gap betweena poor Soviet Union was the result of the attempts made to narrow the gap between

the poor and the rich or the totalitarian rule by the Communists.  But what we arethe poor and the rich or the totalitarian rule by the Communists.  But what we arethe poor and the rich or the totalitarian rule by the Communists.  But what we arethe poor and the rich or the totalitarian rule by the Communists.  But what we are

sure is that the October Revolution was ignited by problems arising from the gapsure is that the October Revolution was ignited by problems arising from the gapsure is that the October Revolution was ignited by problems arising from the gapsure is that the October Revolution was ignited by problems arising from the gap

between the poor and the rich.  To achieve real stability and prosperity, it isbetween the poor and the rich.  To achieve real stability and prosperity, it isbetween the poor and the rich.  To achieve real stability and prosperity, it isbetween the poor and the rich.  To achieve real stability and prosperity, it is

essential for us to have our community built on the basis of social justice.  In fact,essential for us to have our community built on the basis of social justice.  In fact,essential for us to have our community built on the basis of social justice.  In fact,essential for us to have our community built on the basis of social justice.  In fact,



we are not asking for an even distribution of wealth, but a reasonable distributionwe are not asking for an even distribution of wealth, but a reasonable distributionwe are not asking for an even distribution of wealth, but a reasonable distributionwe are not asking for an even distribution of wealth, but a reasonable distribution

of wealth.of wealth.of wealth.of wealth.

I regret to learn from recent reports in the media and the remarks made just nowI regret to learn from recent reports in the media and the remarks made just nowI regret to learn from recent reports in the media and the remarks made just nowI regret to learn from recent reports in the media and the remarks made just now

by some Members that the commercial and industrial sectors have reservations aboutby some Members that the commercial and industrial sectors have reservations aboutby some Members that the commercial and industrial sectors have reservations aboutby some Members that the commercial and industrial sectors have reservations about

a comprehensive review of the taxation system and an increase of profits tax.  Ina comprehensive review of the taxation system and an increase of profits tax.  Ina comprehensive review of the taxation system and an increase of profits tax.  Ina comprehensive review of the taxation system and an increase of profits tax.  In

this regard, I am pleased to note that Mr LI Ka-shing has unreservedly supported thatthis regard, I am pleased to note that Mr LI Ka-shing has unreservedly supported thatthis regard, I am pleased to note that Mr LI Ka-shing has unreservedly supported thatthis regard, I am pleased to note that Mr LI Ka-shing has unreservedly supported that

profits tax should be raised by 1% and the personal tax allowance be adjusted to theprofits tax should be raised by 1% and the personal tax allowance be adjusted to theprofits tax should be raised by 1% and the personal tax allowance be adjusted to theprofits tax should be raised by 1% and the personal tax allowance be adjusted to the

level of about $60,000.  This shows that there are people in the commercial andlevel of about $60,000.  This shows that there are people in the commercial andlevel of about $60,000.  This shows that there are people in the commercial andlevel of about $60,000.  This shows that there are people in the commercial and

industrial sectors who really demonstrate sincerity in sharing views with the peopleindustrial sectors who really demonstrate sincerity in sharing views with the peopleindustrial sectors who really demonstrate sincerity in sharing views with the peopleindustrial sectors who really demonstrate sincerity in sharing views with the people

in other sectors.  Let me repeat, we must sit down and talk in order to resolve thein other sectors.  Let me repeat, we must sit down and talk in order to resolve thein other sectors.  Let me repeat, we must sit down and talk in order to resolve thein other sectors.  Let me repeat, we must sit down and talk in order to resolve the

different views between the commercial sector and the ordinary people over thedifferent views between the commercial sector and the ordinary people over thedifferent views between the commercial sector and the ordinary people over thedifferent views between the commercial sector and the ordinary people over the

taxation reform.  Even if the proposal of setting up a Review Committee is nottaxation reform.  Even if the proposal of setting up a Review Committee is nottaxation reform.  Even if the proposal of setting up a Review Committee is nottaxation reform.  Even if the proposal of setting up a Review Committee is not

endorsed, it does not mean the end of this debate which is closely related to ordinaryendorsed, it does not mean the end of this debate which is closely related to ordinaryendorsed, it does not mean the end of this debate which is closely related to ordinaryendorsed, it does not mean the end of this debate which is closely related to ordinary

people's livelihood.  On the contrary, it would only mean that people would go outsidepeople's livelihood.  On the contrary, it would only mean that people would go outsidepeople's livelihood.  On the contrary, it would only mean that people would go outsidepeople's livelihood.  On the contrary, it would only mean that people would go outside

the Council to fight for their cause until social justice is achieved.the Council to fight for their cause until social justice is achieved.the Council to fight for their cause until social justice is achieved.the Council to fight for their cause until social justice is achieved.

Finally, I call upon all workers to unite and join the trade unions orFinally, I call upon all workers to unite and join the trade unions orFinally, I call upon all workers to unite and join the trade unions orFinally, I call upon all workers to unite and join the trade unions or

organizations representing the interests of the grassroots people.  We must fightorganizations representing the interests of the grassroots people.  We must fightorganizations representing the interests of the grassroots people.  We must fightorganizations representing the interests of the grassroots people.  We must fight

for our own interests.  We cannot just rely on any individuals, any particular bodies,for our own interests.  We cannot just rely on any individuals, any particular bodies,for our own interests.  We cannot just rely on any individuals, any particular bodies,for our own interests.  We cannot just rely on any individuals, any particular bodies,

nor leave it to the democratic organizations.nor leave it to the democratic organizations.nor leave it to the democratic organizations.nor leave it to the democratic organizations.

Mr Deputy President, I speak on behalf ofMr Deputy President, I speak on behalf ofMr Deputy President, I speak on behalf ofMr Deputy President, I speak on behalf of the Confederation of Trade Unions and the Confederation of Trade Unions and the Confederation of Trade Unions and the Confederation of Trade Unions and

I will fight for the tax reform which would benefit the lower and middle class.I will fight for the tax reform which would benefit the lower and middle class.I will fight for the tax reform which would benefit the lower and middle class.I will fight for the tax reform which would benefit the lower and middle class.

MR ERIC LI:  Mr Deputy President, Christopher Columbus founded America in 1492.  HeMR ERIC LI:  Mr Deputy President, Christopher Columbus founded America in 1492.  HeMR ERIC LI:  Mr Deputy President, Christopher Columbus founded America in 1492.  HeMR ERIC LI:  Mr Deputy President, Christopher Columbus founded America in 1492.  He

did so by a huge stroke of luck.  As a matter of fact, he headed a wrong directiondid so by a huge stroke of luck.  As a matter of fact, he headed a wrong directiondid so by a huge stroke of luck.  As a matter of fact, he headed a wrong directiondid so by a huge stroke of luck.  As a matter of fact, he headed a wrong direction

and had landed in the wrong place.  The only sure reality of his whole venture wasand had landed in the wrong place.  The only sure reality of his whole venture wasand had landed in the wrong place.  The only sure reality of his whole venture wasand had landed in the wrong place.  The only sure reality of his whole venture was

the enormous debt that he had to raise to finance the expedition.the enormous debt that he had to raise to finance the expedition.the enormous debt that he had to raise to finance the expedition.the enormous debt that he had to raise to finance the expedition.

The spirit of this bold explorer probably still plagues a great number ofThe spirit of this bold explorer probably still plagues a great number ofThe spirit of this bold explorer probably still plagues a great number ofThe spirit of this bold explorer probably still plagues a great number of

developed western nations.  Their taxation policies take a new direction every fewdeveloped western nations.  Their taxation policies take a new direction every fewdeveloped western nations.  Their taxation policies take a new direction every fewdeveloped western nations.  Their taxation policies take a new direction every few

years depending on what political wind and tides are prevailing on the day.  The sameyears depending on what political wind and tides are prevailing on the day.  The sameyears depending on what political wind and tides are prevailing on the day.  The sameyears depending on what political wind and tides are prevailing on the day.  The same

sure reality is, of course, that they have all plunged themselves into serious debts.sure reality is, of course, that they have all plunged themselves into serious debts.sure reality is, of course, that they have all plunged themselves into serious debts.sure reality is, of course, that they have all plunged themselves into serious debts.

According to financial analysts, some of these national debts have reachedAccording to financial analysts, some of these national debts have reachedAccording to financial analysts, some of these national debts have reachedAccording to financial analysts, some of these national debts have reached

uncontrollable proportions.  In the 1992-93 fiscal year, the United States isuncontrollable proportions.  In the 1992-93 fiscal year, the United States isuncontrollable proportions.  In the 1992-93 fiscal year, the United States isuncontrollable proportions.  In the 1992-93 fiscal year, the United States is

projecting a US$400 billion deficit, about half of it attributable to interestprojecting a US$400 billion deficit, about half of it attributable to interestprojecting a US$400 billion deficit, about half of it attributable to interestprojecting a US$400 billion deficit, about half of it attributable to interest



payments to service debts. Economists predicted that the third generation Americanspayments to service debts. Economists predicted that the third generation Americanspayments to service debts. Economists predicted that the third generation Americanspayments to service debts. Economists predicted that the third generation Americans

would still be held responsible for repaying the blunder and the excesses of today.would still be held responsible for repaying the blunder and the excesses of today.would still be held responsible for repaying the blunder and the excesses of today.would still be held responsible for repaying the blunder and the excesses of today.

The United Kingdom is also projecting a public sector borrowing requirement to theThe United Kingdom is also projecting a public sector borrowing requirement to theThe United Kingdom is also projecting a public sector borrowing requirement to theThe United Kingdom is also projecting a public sector borrowing requirement to the

tune of � 20 billion for the next four years.  By contrast, Hong Kong is a shiningtune of � 20 billion for the next four years.  By contrast, Hong Kong is a shiningtune of � 20 billion for the next four years.  By contrast, Hong Kong is a shiningtune of � 20 billion for the next four years.  By contrast, Hong Kong is a shining

example of success.example of success.example of success.example of success.

A Sturdy direction: the Hong Kong success storyA Sturdy direction: the Hong Kong success storyA Sturdy direction: the Hong Kong success storyA Sturdy direction: the Hong Kong success story

Hong Kong enjoys a strong fiscal reserve.  It maintains a simple, efficient taxHong Kong enjoys a strong fiscal reserve.  It maintains a simple, efficient taxHong Kong enjoys a strong fiscal reserve.  It maintains a simple, efficient taxHong Kong enjoys a strong fiscal reserve.  It maintains a simple, efficient tax

system kept at low rates.  The incentive laden economy provides a live spring ofsystem kept at low rates.  The incentive laden economy provides a live spring ofsystem kept at low rates.  The incentive laden economy provides a live spring ofsystem kept at low rates.  The incentive laden economy provides a live spring of

activities because it is not fettered by a complicated high tax system.  Successiveactivities because it is not fettered by a complicated high tax system.  Successiveactivities because it is not fettered by a complicated high tax system.  Successiveactivities because it is not fettered by a complicated high tax system.  Successive

Financial Secretaries would just have to tinker with the taxation machinery �  toFinancial Secretaries would just have to tinker with the taxation machinery �  toFinancial Secretaries would just have to tinker with the taxation machinery �  toFinancial Secretaries would just have to tinker with the taxation machinery �  to

produce the needed revenue.  Keeping a sturdy direction, one needs only to practiseproduce the needed revenue.  Keeping a sturdy direction, one needs only to practiseproduce the needed revenue.  Keeping a sturdy direction, one needs only to practiseproduce the needed revenue.  Keeping a sturdy direction, one needs only to practise

plain housewife �  commonsense to stay on course.plain housewife �  commonsense to stay on course.plain housewife �  commonsense to stay on course.plain housewife �  commonsense to stay on course.

The need for review: call foul silent revolutionThe need for review: call foul silent revolutionThe need for review: call foul silent revolutionThe need for review: call foul silent revolution

The few rules of simplicity, efficiency and low tax rates have so far providedThe few rules of simplicity, efficiency and low tax rates have so far providedThe few rules of simplicity, efficiency and low tax rates have so far providedThe few rules of simplicity, efficiency and low tax rates have so far provided

the Government with adequate defence to the calls for reform. They have, however,the Government with adequate defence to the calls for reform. They have, however,the Government with adequate defence to the calls for reform. They have, however,the Government with adequate defence to the calls for reform. They have, however,

not prevented the Government itself from wavering when put under pressure by rapidlynot prevented the Government itself from wavering when put under pressure by rapidlynot prevented the Government itself from wavering when put under pressure by rapidlynot prevented the Government itself from wavering when put under pressure by rapidly

changing circumstances.changing circumstances.changing circumstances.changing circumstances.

(1)(1)(1)(1) Tax avoidance -- much has been said about the structural changes to HongTax avoidance -- much has been said about the structural changes to HongTax avoidance -- much has been said about the structural changes to HongTax avoidance -- much has been said about the structural changes to Hong

Kong's economy.  The shift to international businesses and the advance ofKong's economy.  The shift to international businesses and the advance ofKong's economy.  The shift to international businesses and the advance ofKong's economy.  The shift to international businesses and the advance of

sophisticated global electronic treasury operation have opened up new scope forsophisticated global electronic treasury operation have opened up new scope forsophisticated global electronic treasury operation have opened up new scope forsophisticated global electronic treasury operation have opened up new scope for

international tax planning.  The sums involved are substantial and at times threateninternational tax planning.  The sums involved are substantial and at times threateninternational tax planning.  The sums involved are substantial and at times threateninternational tax planning.  The sums involved are substantial and at times threaten

the yield from the traditional narrow tax base. After all, our tax revenue stillthe yield from the traditional narrow tax base. After all, our tax revenue stillthe yield from the traditional narrow tax base. After all, our tax revenue stillthe yield from the traditional narrow tax base. After all, our tax revenue still

depends greatly on a small number of large companies.  They have the best professionaldepends greatly on a small number of large companies.  They have the best professionaldepends greatly on a small number of large companies.  They have the best professionaldepends greatly on a small number of large companies.  They have the best professional

advisers available to them.  In response, the Inland Revenue Department has on someadvisers available to them.  In response, the Inland Revenue Department has on someadvisers available to them.  In response, the Inland Revenue Department has on someadvisers available to them.  In response, the Inland Revenue Department has on some

occasions resorted to applying the existing rules and laws aggressively in a zealousoccasions resorted to applying the existing rules and laws aggressively in a zealousoccasions resorted to applying the existing rules and laws aggressively in a zealousoccasions resorted to applying the existing rules and laws aggressively in a zealous

attempt to protect revenue.  These moves have created some confusion and uncertaintyattempt to protect revenue.  These moves have created some confusion and uncertaintyattempt to protect revenue.  These moves have created some confusion and uncertaintyattempt to protect revenue.  These moves have created some confusion and uncertainty

in the present simple tax regime.in the present simple tax regime.in the present simple tax regime.in the present simple tax regime.

(2) (2) (2) (2) Revenue stability -- the Government has adhered to a policy of balancedRevenue stability -- the Government has adhered to a policy of balancedRevenue stability -- the Government has adhered to a policy of balancedRevenue stability -- the Government has adhered to a policy of balanced

Budgets for decades.  In essence, it should limit itself to raising just enough taxBudgets for decades.  In essence, it should limit itself to raising just enough taxBudgets for decades.  In essence, it should limit itself to raising just enough taxBudgets for decades.  In essence, it should limit itself to raising just enough tax

revenue to finance recurrent public expenditure.  The long-term programme on therevenue to finance recurrent public expenditure.  The long-term programme on therevenue to finance recurrent public expenditure.  The long-term programme on therevenue to finance recurrent public expenditure.  The long-term programme on the

development of our infrastructure has rendered this policy virtually impossible todevelopment of our infrastructure has rendered this policy virtually impossible todevelopment of our infrastructure has rendered this policy virtually impossible todevelopment of our infrastructure has rendered this policy virtually impossible to

keep.  In particular, the Government is committed to the Memorandum of Understandingkeep.  In particular, the Government is committed to the Memorandum of Understandingkeep.  In particular, the Government is committed to the Memorandum of Understandingkeep.  In particular, the Government is committed to the Memorandum of Understanding

on the airport project with China where it has agreed to retain HK$25 billion inon the airport project with China where it has agreed to retain HK$25 billion inon the airport project with China where it has agreed to retain HK$25 billion inon the airport project with China where it has agreed to retain HK$25 billion in



reserve, to cap maximum borrowing to HK$5 billion at the time of changeover ofreserve, to cap maximum borrowing to HK$5 billion at the time of changeover ofreserve, to cap maximum borrowing to HK$5 billion at the time of changeover ofreserve, to cap maximum borrowing to HK$5 billion at the time of changeover of

sovereignty and to undertake no significant tax increases.  In order to ensure thatsovereignty and to undertake no significant tax increases.  In order to ensure thatsovereignty and to undertake no significant tax increases.  In order to ensure thatsovereignty and to undertake no significant tax increases.  In order to ensure that

these long-term financial obligations are met, the Government has, in my view,these long-term financial obligations are met, the Government has, in my view,these long-term financial obligations are met, the Government has, in my view,these long-term financial obligations are met, the Government has, in my view,

silently built up substantial fiscal reserves through consecutive Budget surplusessilently built up substantial fiscal reserves through consecutive Budget surplusessilently built up substantial fiscal reserves through consecutive Budget surplusessilently built up substantial fiscal reserves through consecutive Budget surpluses

by design. Additional revenue sources capable of generating stable income were alsoby design. Additional revenue sources capable of generating stable income were alsoby design. Additional revenue sources capable of generating stable income were alsoby design. Additional revenue sources capable of generating stable income were also

explored to provide a second line of defence.  These moves attracted criticisms fromexplored to provide a second line of defence.  These moves attracted criticisms fromexplored to provide a second line of defence.  These moves attracted criticisms fromexplored to provide a second line of defence.  These moves attracted criticisms from

all sides.  The business community rightly accused the Government for abandoning itsall sides.  The business community rightly accused the Government for abandoning itsall sides.  The business community rightly accused the Government for abandoning itsall sides.  The business community rightly accused the Government for abandoning its

policy of balanced Budgets and has collected more tax from them than was necessary.policy of balanced Budgets and has collected more tax from them than was necessary.policy of balanced Budgets and has collected more tax from them than was necessary.policy of balanced Budgets and has collected more tax from them than was necessary.

The proposal of a sales tax had also provoked waves of organized protests becauseThe proposal of a sales tax had also provoked waves of organized protests becauseThe proposal of a sales tax had also provoked waves of organized protests becauseThe proposal of a sales tax had also provoked waves of organized protests because

the need of it was not well proven.the need of it was not well proven.the need of it was not well proven.the need of it was not well proven.

(3)(3)(3)(3) Politics -- the development of representative government has greatlyPolitics -- the development of representative government has greatlyPolitics -- the development of representative government has greatlyPolitics -- the development of representative government has greatly

enlarged the arena for debate on tax issues.  A number of new normative notionsenlarged the arena for debate on tax issues.  A number of new normative notionsenlarged the arena for debate on tax issues.  A number of new normative notionsenlarged the arena for debate on tax issues.  A number of new normative notions

gradually found their way into these debates, for example, inflation, equity,gradually found their way into these debates, for example, inflation, equity,gradually found their way into these debates, for example, inflation, equity,gradually found their way into these debates, for example, inflation, equity,

redistribution of wealth and other social engineering measures, that is, anti-smoking,redistribution of wealth and other social engineering measures, that is, anti-smoking,redistribution of wealth and other social engineering measures, that is, anti-smoking,redistribution of wealth and other social engineering measures, that is, anti-smoking,

property speculation and environmental protection.  The Government has selectivelyproperty speculation and environmental protection.  The Government has selectivelyproperty speculation and environmental protection.  The Government has selectivelyproperty speculation and environmental protection.  The Government has selectively

yielded to these calls without a clearly stated policy on social intervention byyielded to these calls without a clearly stated policy on social intervention byyielded to these calls without a clearly stated policy on social intervention byyielded to these calls without a clearly stated policy on social intervention by

fiscal measures.fiscal measures.fiscal measures.fiscal measures.

The described departures from established policies may have been wellThe described departures from established policies may have been wellThe described departures from established policies may have been wellThe described departures from established policies may have been well

justified.  However, it is not seen to be fair for a government to silently pave itsjustified.  However, it is not seen to be fair for a government to silently pave itsjustified.  However, it is not seen to be fair for a government to silently pave itsjustified.  However, it is not seen to be fair for a government to silently pave its

own reform on a piecemeal basis.  This situation can be described as "allowing theown reform on a piecemeal basis.  This situation can be described as "allowing theown reform on a piecemeal basis.  This situation can be described as "allowing theown reform on a piecemeal basis.  This situation can be described as "allowing the

officials to set fire while citizens are not permitted to light so much as a candle"officials to set fire while citizens are not permitted to light so much as a candle"officials to set fire while citizens are not permitted to light so much as a candle"officials to set fire while citizens are not permitted to light so much as a candle"

� . This Council must call foul on the first signs of these important policy changes� . This Council must call foul on the first signs of these important policy changes� . This Council must call foul on the first signs of these important policy changes� . This Council must call foul on the first signs of these important policy changes

and to ask for a proper open review.and to ask for a proper open review.and to ask for a proper open review.and to ask for a proper open review.

The incessant calls for various types of tax reforms emit harmful signalsThe incessant calls for various types of tax reforms emit harmful signalsThe incessant calls for various types of tax reforms emit harmful signalsThe incessant calls for various types of tax reforms emit harmful signals

to investors.  The concoction of these mainly politically motivated propositions hasto investors.  The concoction of these mainly politically motivated propositions hasto investors.  The concoction of these mainly politically motivated propositions hasto investors.  The concoction of these mainly politically motivated propositions has

unwittingly created an uncertain and even hostile business environment.  On the otherunwittingly created an uncertain and even hostile business environment.  On the otherunwittingly created an uncertain and even hostile business environment.  On the otherunwittingly created an uncertain and even hostile business environment.  On the other

hand, I think we must all realize that a policy on taxation will remain a popularhand, I think we must all realize that a policy on taxation will remain a popularhand, I think we must all realize that a policy on taxation will remain a popularhand, I think we must all realize that a policy on taxation will remain a popular

and important part of any political platform.  There is no sense to delay taking aand important part of any political platform.  There is no sense to delay taking aand important part of any political platform.  There is no sense to delay taking aand important part of any political platform.  There is no sense to delay taking a

long-term political decision where it cannot eventually be avoided.  It is importantlong-term political decision where it cannot eventually be avoided.  It is importantlong-term political decision where it cannot eventually be avoided.  It is importantlong-term political decision where it cannot eventually be avoided.  It is important

to conduct a credible and impartial review as we move towards a more open governmentto conduct a credible and impartial review as we move towards a more open governmentto conduct a credible and impartial review as we move towards a more open governmentto conduct a credible and impartial review as we move towards a more open government

and then get on with business.  Even the best policies need to be periodicallyand then get on with business.  Even the best policies need to be periodicallyand then get on with business.  Even the best policies need to be periodicallyand then get on with business.  Even the best policies need to be periodically

adjusted, reaffirmed and fortified in order to stand the test of time.  If we canadjusted, reaffirmed and fortified in order to stand the test of time.  If we canadjusted, reaffirmed and fortified in order to stand the test of time.  If we canadjusted, reaffirmed and fortified in order to stand the test of time.  If we can

establish a more robust tax regime conducive to investment and social stability forestablish a more robust tax regime conducive to investment and social stability forestablish a more robust tax regime conducive to investment and social stability forestablish a more robust tax regime conducive to investment and social stability for

the next 10-15 years, the benefit will far outweigh any likely costs.the next 10-15 years, the benefit will far outweigh any likely costs.the next 10-15 years, the benefit will far outweigh any likely costs.the next 10-15 years, the benefit will far outweigh any likely costs.



The divisive call: neither democratic nor progressThe divisive call: neither democratic nor progressThe divisive call: neither democratic nor progressThe divisive call: neither democratic nor progress

I now turI now turI now turI now turn to the amendment to the motion proposed by the Honourable Frederickn to the amendment to the motion proposed by the Honourable Frederickn to the amendment to the motion proposed by the Honourable Frederickn to the amendment to the motion proposed by the Honourable Frederick

FUNG.  The amendment basically divides our citizens into the "haves" and "have-nots".FUNG.  The amendment basically divides our citizens into the "haves" and "have-nots".FUNG.  The amendment basically divides our citizens into the "haves" and "have-nots".FUNG.  The amendment basically divides our citizens into the "haves" and "have-nots".

It is a very divisive call.It is a very divisive call.It is a very divisive call.It is a very divisive call.

The divisive call was raised under the banner of democracy.  But trueThe divisive call was raised under the banner of democracy.  But trueThe divisive call was raised under the banner of democracy.  But trueThe divisive call was raised under the banner of democracy.  But true democracy democracy democracy democracy

treats every citizen as equals and pays no or little attention to class division basedtreats every citizen as equals and pays no or little attention to class division basedtreats every citizen as equals and pays no or little attention to class division basedtreats every citizen as equals and pays no or little attention to class division based

on birth or wealth.  In a democratic community where capitalism is practised, it ison birth or wealth.  In a democratic community where capitalism is practised, it ison birth or wealth.  In a democratic community where capitalism is practised, it ison birth or wealth.  In a democratic community where capitalism is practised, it is

honourable and decent to be wealthy.  It is most certainly not the Government'shonourable and decent to be wealthy.  It is most certainly not the Government'shonourable and decent to be wealthy.  It is most certainly not the Government'shonourable and decent to be wealthy.  It is most certainly not the Government's

business to intervene.  What we ought to ensure is an adequate range of essentialbusiness to intervene.  What we ought to ensure is an adequate range of essentialbusiness to intervene.  What we ought to ensure is an adequate range of essentialbusiness to intervene.  What we ought to ensure is an adequate range of essential

social services provided at low costs, an affordable social safety network and mostsocial services provided at low costs, an affordable social safety network and mostsocial services provided at low costs, an affordable social safety network and mostsocial services provided at low costs, an affordable social safety network and most

important of all, a level playing field providing equal opportunity for all to selectimportant of all, a level playing field providing equal opportunity for all to selectimportant of all, a level playing field providing equal opportunity for all to selectimportant of all, a level playing field providing equal opportunity for all to select

their occupation and practise their skills.their occupation and practise their skills.their occupation and practise their skills.their occupation and practise their skills.

What will be more unjust is for some of our politicians to play the game ofWhat will be more unjust is for some of our politicians to play the game ofWhat will be more unjust is for some of our politicians to play the game ofWhat will be more unjust is for some of our politicians to play the game of

"modern-day Robinhood".  The age old game of politicians handing out favours, collect"modern-day Robinhood".  The age old game of politicians handing out favours, collect"modern-day Robinhood".  The age old game of politicians handing out favours, collect"modern-day Robinhood".  The age old game of politicians handing out favours, collect

their votes and leave our most productive citizens  to  pay  for  the  bills �  �.their votes and leave our most productive citizens  to  pay  for  the  bills �  �.their votes and leave our most productive citizens  to  pay  for  the  bills �  �.their votes and leave our most productive citizens  to  pay  for  the  bills �  �.

We ought to know by looking around us that other countries heading this directionWe ought to know by looking around us that other countries heading this directionWe ought to know by looking around us that other countries heading this directionWe ought to know by looking around us that other countries heading this direction

have invariably ended up in bankruptcy.  I doubt if this can be called progress.have invariably ended up in bankruptcy.  I doubt if this can be called progress.have invariably ended up in bankruptcy.  I doubt if this can be called progress.have invariably ended up in bankruptcy.  I doubt if this can be called progress.

Another obvious fact is that the amended motion is a cAnother obvious fact is that the amended motion is a cAnother obvious fact is that the amended motion is a cAnother obvious fact is that the amended motion is a call to raise direct taxationall to raise direct taxationall to raise direct taxationall to raise direct taxation

in disguise.  It is widely known that only about 30% of our working populationin disguise.  It is widely known that only about 30% of our working populationin disguise.  It is widely known that only about 30% of our working populationin disguise.  It is widely known that only about 30% of our working population

actually pays salaries tax.  The so-called middle and low income groups would notactually pays salaries tax.  The so-called middle and low income groups would notactually pays salaries tax.  The so-called middle and low income groups would notactually pays salaries tax.  The so-called middle and low income groups would not

be caught by the direct tax net.  Since the scope of indirect tax is also limitedbe caught by the direct tax net.  Since the scope of indirect tax is also limitedbe caught by the direct tax net.  Since the scope of indirect tax is also limitedbe caught by the direct tax net.  Since the scope of indirect tax is also limited

to a narrow range of products and services, most of them would only be paying a veryto a narrow range of products and services, most of them would only be paying a veryto a narrow range of products and services, most of them would only be paying a veryto a narrow range of products and services, most of them would only be paying a very

modest sum of indirect tax at present.  The only way to reduce their tax burden wouldmodest sum of indirect tax at present.  The only way to reduce their tax burden wouldmodest sum of indirect tax at present.  The only way to reduce their tax burden wouldmodest sum of indirect tax at present.  The only way to reduce their tax burden would

have to be some further reduction in indirect tax.  In order to compensate for thehave to be some further reduction in indirect tax.  In order to compensate for thehave to be some further reduction in indirect tax.  In order to compensate for thehave to be some further reduction in indirect tax.  In order to compensate for the

loss in revenue, direct taxes would have to be raised and shouldered by others. Thatloss in revenue, direct taxes would have to be raised and shouldered by others. Thatloss in revenue, direct taxes would have to be raised and shouldered by others. Thatloss in revenue, direct taxes would have to be raised and shouldered by others. That

appears to be the only logical deduction.  If such is the case, I wonder why Mr FUNGappears to be the only logical deduction.  If such is the case, I wonder why Mr FUNGappears to be the only logical deduction.  If such is the case, I wonder why Mr FUNGappears to be the only logical deduction.  If such is the case, I wonder why Mr FUNG

still wishes to set up a committee to consult.  Why pretend that a review is stillstill wishes to set up a committee to consult.  Why pretend that a review is stillstill wishes to set up a committee to consult.  Why pretend that a review is stillstill wishes to set up a committee to consult.  Why pretend that a review is still

necessary when a conclusion has already been drawn? Does he honestly believe thatnecessary when a conclusion has already been drawn? Does he honestly believe thatnecessary when a conclusion has already been drawn? Does he honestly believe thatnecessary when a conclusion has already been drawn? Does he honestly believe that

a reduction of an almost insignificant amount of tax can really redress the grossa reduction of an almost insignificant amount of tax can really redress the grossa reduction of an almost insignificant amount of tax can really redress the grossa reduction of an almost insignificant amount of tax can really redress the gross

imbalance in wealth distribution?  Is it only a small part of his grand design toimbalance in wealth distribution?  Is it only a small part of his grand design toimbalance in wealth distribution?  Is it only a small part of his grand design toimbalance in wealth distribution?  Is it only a small part of his grand design to

radical social reforms?radical social reforms?radical social reforms?radical social reforms?

Direction of review: build on positive experiencesDirection of review: build on positive experiencesDirection of review: build on positive experiencesDirection of review: build on positive experiences



It should now be apparent that I am aiming for a totally different kind of taxIt should now be apparent that I am aiming for a totally different kind of taxIt should now be apparent that I am aiming for a totally different kind of taxIt should now be apparent that I am aiming for a totally different kind of tax

review to that of Mr FUNG.  I have already outlined the needs for a review of a morereview to that of Mr FUNG.  I have already outlined the needs for a review of a morereview to that of Mr FUNG.  I have already outlined the needs for a review of a morereview to that of Mr FUNG.  I have already outlined the needs for a review of a more

technical and specific nature.  I believe that there are real options to choose from.technical and specific nature.  I believe that there are real options to choose from.technical and specific nature.  I believe that there are real options to choose from.technical and specific nature.  I believe that there are real options to choose from.

Under the present low tax regime and the general affluence of the populace, it wouldUnder the present low tax regime and the general affluence of the populace, it wouldUnder the present low tax regime and the general affluence of the populace, it wouldUnder the present low tax regime and the general affluence of the populace, it would

be hypocritical to argue that the business community cannot afford an increase inbe hypocritical to argue that the business community cannot afford an increase inbe hypocritical to argue that the business community cannot afford an increase inbe hypocritical to argue that the business community cannot afford an increase in

profits tax rate by a couple more percent.  It would be equally shameful for fairprofits tax rate by a couple more percent.  It would be equally shameful for fairprofits tax rate by a couple more percent.  It would be equally shameful for fairprofits tax rate by a couple more percent.  It would be equally shameful for fair

minded people in this Council to argue without blushing that an ordinary incomeminded people in this Council to argue without blushing that an ordinary incomeminded people in this Council to argue without blushing that an ordinary incomeminded people in this Council to argue without blushing that an ordinary income

earning citizen cannot possibly spare, say, an extra $200 to discharge their civicearning citizen cannot possibly spare, say, an extra $200 to discharge their civicearning citizen cannot possibly spare, say, an extra $200 to discharge their civicearning citizen cannot possibly spare, say, an extra $200 to discharge their civic

duties each year.  Before we hastily conclude that "someone else should pay", we mustduties each year.  Before we hastily conclude that "someone else should pay", we mustduties each year.  Before we hastily conclude that "someone else should pay", we mustduties each year.  Before we hastily conclude that "someone else should pay", we must

first re-examine the values of our existing system in the light of change and buildfirst re-examine the values of our existing system in the light of change and buildfirst re-examine the values of our existing system in the light of change and buildfirst re-examine the values of our existing system in the light of change and build

on positive experiences.  It is pertinent to note that the three earlier Inlandon positive experiences.  It is pertinent to note that the three earlier Inlandon positive experiences.  It is pertinent to note that the three earlier Inlandon positive experiences.  It is pertinent to note that the three earlier Inland

Revenue Ordinance reviews have produced little change.Revenue Ordinance reviews have produced little change.Revenue Ordinance reviews have produced little change.Revenue Ordinance reviews have produced little change.

Composition of the committee: captain's qualitiesComposition of the committee: captain's qualitiesComposition of the committee: captain's qualitiesComposition of the committee: captain's qualities

When Columbus set sail towards uncharted waters, he should be admired for hisWhen Columbus set sail towards uncharted waters, he should be admired for hisWhen Columbus set sail towards uncharted waters, he should be admired for hisWhen Columbus set sail towards uncharted waters, he should be admired for his

courage, determination and a good sense of mission. These positive qualities helpedcourage, determination and a good sense of mission. These positive qualities helpedcourage, determination and a good sense of mission. These positive qualities helpedcourage, determination and a good sense of mission. These positive qualities helped

to advance the frontiers of humanity.  However, behind the fame and glory of oneto advance the frontiers of humanity.  However, behind the fame and glory of oneto advance the frontiers of humanity.  However, behind the fame and glory of oneto advance the frontiers of humanity.  However, behind the fame and glory of one

Columbus, there are stories of thousand shipwrecks and failed expeditions.  WorthyColumbus, there are stories of thousand shipwrecks and failed expeditions.  WorthyColumbus, there are stories of thousand shipwrecks and failed expeditions.  WorthyColumbus, there are stories of thousand shipwrecks and failed expeditions.  Worthy

qualities of an explorer are not the right stuff for a sound financial manager.qualities of an explorer are not the right stuff for a sound financial manager.qualities of an explorer are not the right stuff for a sound financial manager.qualities of an explorer are not the right stuff for a sound financial manager.

We often like to describe HoWe often like to describe HoWe often like to describe HoWe often like to describe Hong Kong's economy as a ship.  There is of course onlyng Kong's economy as a ship.  There is of course onlyng Kong's economy as a ship.  There is of course onlyng Kong's economy as a ship.  There is of course only

one ship that we all sail on.  If it is our wish to stay on the course of success,one ship that we all sail on.  If it is our wish to stay on the course of success,one ship that we all sail on.  If it is our wish to stay on the course of success,one ship that we all sail on.  If it is our wish to stay on the course of success,

we ought to select captains with experience and cool heads.  We do need guaranteewe ought to select captains with experience and cool heads.  We do need guaranteewe ought to select captains with experience and cool heads.  We do need guaranteewe ought to select captains with experience and cool heads.  We do need guarantee

that a sturdy direction can be maintained. To randomly gather individuals from a widethat a sturdy direction can be maintained. To randomly gather individuals from a widethat a sturdy direction can be maintained. To randomly gather individuals from a widethat a sturdy direction can be maintained. To randomly gather individuals from a wide

cross section of the community with little or no respect for the values of our existingcross section of the community with little or no respect for the values of our existingcross section of the community with little or no respect for the values of our existingcross section of the community with little or no respect for the values of our existing

good system will not provide that guarantee.  They are more likely to play separategood system will not provide that guarantee.  They are more likely to play separategood system will not provide that guarantee.  They are more likely to play separategood system will not provide that guarantee.  They are more likely to play separate

tunes to different ears and make use of the forum to cross swords. The community willtunes to different ears and make use of the forum to cross swords. The community willtunes to different ears and make use of the forum to cross swords. The community willtunes to different ears and make use of the forum to cross swords. The community will

not know where we are heading until the "mutiny" is over.not know where we are heading until the "mutiny" is over.not know where we are heading until the "mutiny" is over.not know where we are heading until the "mutiny" is over.

I commend the Joint Liaison Committee on Taxation to honourable colleagues asI commend the Joint Liaison Committee on Taxation to honourable colleagues asI commend the Joint Liaison Committee on Taxation to honourable colleagues asI commend the Joint Liaison Committee on Taxation to honourable colleagues as

a committee base to build on.  As an observer sitting on the committee and someonea committee base to build on.  As an observer sitting on the committee and someonea committee base to build on.  As an observer sitting on the committee and someonea committee base to build on.  As an observer sitting on the committee and someone

who has long associations with many of its members, I would vouch for the captain'swho has long associations with many of its members, I would vouch for the captain'swho has long associations with many of its members, I would vouch for the captain'swho has long associations with many of its members, I would vouch for the captain's

qualities provided by this instant forum of experts.  However, I would also suggestqualities provided by this instant forum of experts.  However, I would also suggestqualities provided by this instant forum of experts.  However, I would also suggestqualities provided by this instant forum of experts.  However, I would also suggest

a limited expansion of its membership to include a few individuals who are impartiala limited expansion of its membership to include a few individuals who are impartiala limited expansion of its membership to include a few individuals who are impartiala limited expansion of its membership to include a few individuals who are impartial

and are sensitive to grassroots needs, for example, academics.  The committee, beingand are sensitive to grassroots needs, for example, academics.  The committee, beingand are sensitive to grassroots needs, for example, academics.  The committee, beingand are sensitive to grassroots needs, for example, academics.  The committee, being

an informal gathering at present, would need to be given formal terms of referencean informal gathering at present, would need to be given formal terms of referencean informal gathering at present, would need to be given formal terms of referencean informal gathering at present, would need to be given formal terms of reference

and secretariat support.and secretariat support.and secretariat support.and secretariat support.



Conclusion: vote for the motion vs. the speechesConclusion: vote for the motion vs. the speechesConclusion: vote for the motion vs. the speechesConclusion: vote for the motion vs. the speeches

Mr Deputy President, I am inclined to support Mr Fred LI's original motion becauseMr Deputy President, I am inclined to support Mr Fred LI's original motion becauseMr Deputy President, I am inclined to support Mr Fred LI's original motion becauseMr Deputy President, I am inclined to support Mr Fred LI's original motion because

its exact wordings are accommodating.  It allows supporters to raise their ownits exact wordings are accommodating.  It allows supporters to raise their ownits exact wordings are accommodating.  It allows supporters to raise their ownits exact wordings are accommodating.  It allows supporters to raise their own

different ideas.  Obviously, I am not voting on Mr Fred LI's speech or that of hisdifferent ideas.  Obviously, I am not voting on Mr Fred LI's speech or that of hisdifferent ideas.  Obviously, I am not voting on Mr Fred LI's speech or that of hisdifferent ideas.  Obviously, I am not voting on Mr Fred LI's speech or that of his

supporters.  Since there are quite different views expressed today and for thesupporters.  Since there are quite different views expressed today and for thesupporters.  Since there are quite different views expressed today and for thesupporters.  Since there are quite different views expressed today and for the

avoidance of doubt, I wish to declare that had Mr Fred LI dropped so much as a hintavoidance of doubt, I wish to declare that had Mr Fred LI dropped so much as a hintavoidance of doubt, I wish to declare that had Mr Fred LI dropped so much as a hintavoidance of doubt, I wish to declare that had Mr Fred LI dropped so much as a hint

of intention to introduce radical social reforms in his actual motion, I would haveof intention to introduce radical social reforms in his actual motion, I would haveof intention to introduce radical social reforms in his actual motion, I would haveof intention to introduce radical social reforms in his actual motion, I would have

opposed it.  For the same reason, I find the amendment proposed by Mr Frederick FUNGopposed it.  For the same reason, I find the amendment proposed by Mr Frederick FUNGopposed it.  For the same reason, I find the amendment proposed by Mr Frederick FUNGopposed it.  For the same reason, I find the amendment proposed by Mr Frederick FUNG

unacceptable.unacceptable.unacceptable.unacceptable.

8.00 pm8.00 pm8.00 pm8.00 pm

DEPUTY PRESIDENT:  It is now 8 o'clock and under Standing Order 8(2) this CouncilDEPUTY PRESIDENT:  It is now 8 o'clock and under Standing Order 8(2) this CouncilDEPUTY PRESIDENT:  It is now 8 o'clock and under Standing Order 8(2) this CouncilDEPUTY PRESIDENT:  It is now 8 o'clock and under Standing Order 8(2) this Council

should adjourn.should adjourn.should adjourn.should adjourn.

ATTORNEY GENERAL:  Mr Deputy President, with your consent, I move that Standing OrderATTORNEY GENERAL:  Mr Deputy President, with your consent, I move that Standing OrderATTORNEY GENERAL:  Mr Deputy President, with your consent, I move that Standing OrderATTORNEY GENERAL:  Mr Deputy President, with your consent, I move that Standing Order

8(2) should be suspended so as to allow the Council's business this afternoon to be8(2) should be suspended so as to allow the Council's business this afternoon to be8(2) should be suspended so as to allow the Council's business this afternoon to be8(2) should be suspended so as to allow the Council's business this afternoon to be

concluded.concluded.concluded.concluded.

Question proposed, put and agreed to.Question proposed, put and agreed to.Question proposed, put and agreed to.Question proposed, put and agreed to.

DEPUTY PRESIDENT:  Mr LI, your speech of course will be confined to a reply to MrDEPUTY PRESIDENT:  Mr LI, your speech of course will be confined to a reply to MrDEPUTY PRESIDENT:  Mr LI, your speech of course will be confined to a reply to MrDEPUTY PRESIDENT:  Mr LI, your speech of course will be confined to a reply to Mr

K K FUNG's proposed amendment because you do have the right to a final speech beforeK K FUNG's proposed amendment because you do have the right to a final speech beforeK K FUNG's proposed amendment because you do have the right to a final speech beforeK K FUNG's proposed amendment because you do have the right to a final speech before

the final question is put.the final question is put.the final question is put.the final question is put.

MR FRED LI (in Cantonese): Mr Deputy President, the amendment certainly signifiesMR FRED LI (in Cantonese): Mr Deputy President, the amendment certainly signifiesMR FRED LI (in Cantonese): Mr Deputy President, the amendment certainly signifiesMR FRED LI (in Cantonese): Mr Deputy President, the amendment certainly signifies

the good intentions that we all would like to share.  But I think it is inappropriatethe good intentions that we all would like to share.  But I think it is inappropriatethe good intentions that we all would like to share.  But I think it is inappropriatethe good intentions that we all would like to share.  But I think it is inappropriate

to add the amendment to the original motion.to add the amendment to the original motion.to add the amendment to the original motion.to add the amendment to the original motion.

The original motion is to urge the Government to set up a committee, with membersThe original motion is to urge the Government to set up a committee, with membersThe original motion is to urge the Government to set up a committee, with membersThe original motion is to urge the Government to set up a committee, with members

representing a wide cross section of the community, to conduct a comprehensive reviewrepresenting a wide cross section of the community, to conduct a comprehensive reviewrepresenting a wide cross section of the community, to conduct a comprehensive reviewrepresenting a wide cross section of the community, to conduct a comprehensive review

of the taxation system in Hong Kong.  As I stated at the outset, the comprehensiveof the taxation system in Hong Kong.  As I stated at the outset, the comprehensiveof the taxation system in Hong Kong.  As I stated at the outset, the comprehensiveof the taxation system in Hong Kong.  As I stated at the outset, the comprehensive



review will involve a number of aspects and the distribution of the tax burden, thoughreview will involve a number of aspects and the distribution of the tax burden, thoughreview will involve a number of aspects and the distribution of the tax burden, thoughreview will involve a number of aspects and the distribution of the tax burden, though

important, is only one aspect.  The future Review Committee, if it is to be set up,important, is only one aspect.  The future Review Committee, if it is to be set up,important, is only one aspect.  The future Review Committee, if it is to be set up,important, is only one aspect.  The future Review Committee, if it is to be set up,

may be misled should this aspect be singled out and other important issues overlooked.may be misled should this aspect be singled out and other important issues overlooked.may be misled should this aspect be singled out and other important issues overlooked.may be misled should this aspect be singled out and other important issues overlooked.

Besides, the question of equity with regard to the distribution of taxation is notBesides, the question of equity with regard to the distribution of taxation is notBesides, the question of equity with regard to the distribution of taxation is notBesides, the question of equity with regard to the distribution of taxation is not

merely the middle and lower income groups' concern.  For instance, the review shouldmerely the middle and lower income groups' concern.  For instance, the review shouldmerely the middle and lower income groups' concern.  For instance, the review shouldmerely the middle and lower income groups' concern.  For instance, the review should

cover the relative tax burdens on the rich and the very rich as well as those on thecover the relative tax burdens on the rich and the very rich as well as those on thecover the relative tax burdens on the rich and the very rich as well as those on thecover the relative tax burdens on the rich and the very rich as well as those on the

small enterprises and the large enterprises.  And how does one define "the middlesmall enterprises and the large enterprises.  And how does one define "the middlesmall enterprises and the large enterprises.  And how does one define "the middlesmall enterprises and the large enterprises.  And how does one define "the middle

class" and "the upper class"?  How are we going to distribute the tax burdens amongclass" and "the upper class"?  How are we going to distribute the tax burdens amongclass" and "the upper class"?  How are we going to distribute the tax burdens amongclass" and "the upper class"?  How are we going to distribute the tax burdens among

them?  These should all be reviewed.  All in all, we hope that a comprehensive,them?  These should all be reviewed.  All in all, we hope that a comprehensive,them?  These should all be reviewed.  All in all, we hope that a comprehensive,them?  These should all be reviewed.  All in all, we hope that a comprehensive,

objective and impartial review of our taxation system will be conducted and aboveobjective and impartial review of our taxation system will be conducted and aboveobjective and impartial review of our taxation system will be conducted and aboveobjective and impartial review of our taxation system will be conducted and above

all, we can come up with some concrete proposals, rather than merely fighting forall, we can come up with some concrete proposals, rather than merely fighting forall, we can come up with some concrete proposals, rather than merely fighting forall, we can come up with some concrete proposals, rather than merely fighting for

the interests of a certain sector.  Having said that, I am happy to see if possiblethe interests of a certain sector.  Having said that, I am happy to see if possiblethe interests of a certain sector.  Having said that, I am happy to see if possiblethe interests of a certain sector.  Having said that, I am happy to see if possible

that the tax burden of the middle and low income groups could be relieved.  But ifthat the tax burden of the middle and low income groups could be relieved.  But ifthat the tax burden of the middle and low income groups could be relieved.  But ifthat the tax burden of the middle and low income groups could be relieved.  But if

my original motion is amended as proposed, I am afraid it will run counter to themy original motion is amended as proposed, I am afraid it will run counter to themy original motion is amended as proposed, I am afraid it will run counter to themy original motion is amended as proposed, I am afraid it will run counter to the

spirit of my motion.spirit of my motion.spirit of my motion.spirit of my motion.

Mr Deputy President, I and my twoMr Deputy President, I and my twoMr Deputy President, I and my twoMr Deputy President, I and my two colleagues from Meeting Point will oppose the colleagues from Meeting Point will oppose the colleagues from Meeting Point will oppose the colleagues from Meeting Point will oppose the

amendment, and I urge all Members to support the original motion.  Thank you.amendment, and I urge all Members to support the original motion.  Thank you.amendment, and I urge all Members to support the original motion.  Thank you.amendment, and I urge all Members to support the original motion.  Thank you.

PROF FELICE LIEH MAK: Mr Deputy President, first I would like to address the questionPROF FELICE LIEH MAK: Mr Deputy President, first I would like to address the questionPROF FELICE LIEH MAK: Mr Deputy President, first I would like to address the questionPROF FELICE LIEH MAK: Mr Deputy President, first I would like to address the question

of whether we need a major tax review and in this respect I think a number of speakersof whether we need a major tax review and in this respect I think a number of speakersof whether we need a major tax review and in this respect I think a number of speakersof whether we need a major tax review and in this respect I think a number of speakers

have already mentioned that we do not really need a major review but we need to lookhave already mentioned that we do not really need a major review but we need to lookhave already mentioned that we do not really need a major review but we need to lookhave already mentioned that we do not really need a major review but we need to look

at the technicalities and some specific areas, like what we shall do with the taxat the technicalities and some specific areas, like what we shall do with the taxat the technicalities and some specific areas, like what we shall do with the taxat the technicalities and some specific areas, like what we shall do with the tax

burden on middle income people and how much the corporate tax should be without makingburden on middle income people and how much the corporate tax should be without makingburden on middle income people and how much the corporate tax should be without makingburden on middle income people and how much the corporate tax should be without making

it too painful.  So we do not really need a major review.  But if according to theit too painful.  So we do not really need a major review.  But if according to theit too painful.  So we do not really need a major review.  But if according to theit too painful.  So we do not really need a major review.  But if according to the

motion the need for a major review is that there should be more input from a widermotion the need for a major review is that there should be more input from a widermotion the need for a major review is that there should be more input from a widermotion the need for a major review is that there should be more input from a wider

base of representation, I would object to this composition because it would invariablybase of representation, I would object to this composition because it would invariablybase of representation, I would object to this composition because it would invariablybase of representation, I would object to this composition because it would invariably

end up with a package that has been put together through political compromise andend up with a package that has been put together through political compromise andend up with a package that has been put together through political compromise andend up with a package that has been put together through political compromise and

horse trading rather than true economic sense, at the end of which no one will behorse trading rather than true economic sense, at the end of which no one will behorse trading rather than true economic sense, at the end of which no one will behorse trading rather than true economic sense, at the end of which no one will be

happy about that package.happy about that package.happy about that package.happy about that package.

So the formulation of a gSo the formulation of a gSo the formulation of a gSo the formulation of a good taxation policy needs informed input and aood taxation policy needs informed input and aood taxation policy needs informed input and aood taxation policy needs informed input and a

consideration for a wider implication of any such changes.  We only have to look toconsideration for a wider implication of any such changes.  We only have to look toconsideration for a wider implication of any such changes.  We only have to look toconsideration for a wider implication of any such changes.  We only have to look to

North America for an example to see what sort of mess can result from politicizingNorth America for an example to see what sort of mess can result from politicizingNorth America for an example to see what sort of mess can result from politicizingNorth America for an example to see what sort of mess can result from politicizing

the taxation system.the taxation system.the taxation system.the taxation system.

The next question rThe next question rThe next question rThe next question relates to the timing of the review: should we have a reviewelates to the timing of the review: should we have a reviewelates to the timing of the review: should we have a reviewelates to the timing of the review: should we have a review



now;  is this the right time to have a major overhaul of our taxation system?  Mynow;  is this the right time to have a major overhaul of our taxation system?  Mynow;  is this the right time to have a major overhaul of our taxation system?  Mynow;  is this the right time to have a major overhaul of our taxation system?  My

answer to that is no for the following reasons.  With the approach of 1997 there areanswer to that is no for the following reasons.  With the approach of 1997 there areanswer to that is no for the following reasons.  With the approach of 1997 there areanswer to that is no for the following reasons.  With the approach of 1997 there are

all sorts of doomsday scenarios being painted and the investment climate in Hong Kongall sorts of doomsday scenarios being painted and the investment climate in Hong Kongall sorts of doomsday scenarios being painted and the investment climate in Hong Kongall sorts of doomsday scenarios being painted and the investment climate in Hong Kong

is already at a disadvantage compared to other more stable countries in the region.is already at a disadvantage compared to other more stable countries in the region.is already at a disadvantage compared to other more stable countries in the region.is already at a disadvantage compared to other more stable countries in the region.

Any perceived move to change our taxation system will engender more uncertaintiesAny perceived move to change our taxation system will engender more uncertaintiesAny perceived move to change our taxation system will engender more uncertaintiesAny perceived move to change our taxation system will engender more uncertainties

despite reassurance that it may not lead to any increase of the tax rate beyond thedespite reassurance that it may not lead to any increase of the tax rate beyond thedespite reassurance that it may not lead to any increase of the tax rate beyond thedespite reassurance that it may not lead to any increase of the tax rate beyond the

present maximum.  How can investors trust this reassurance when it is subject topresent maximum.  How can investors trust this reassurance when it is subject topresent maximum.  How can investors trust this reassurance when it is subject topresent maximum.  How can investors trust this reassurance when it is subject to

political forces rather than to rational economic forces?political forces rather than to rational economic forces?political forces rather than to rational economic forces?political forces rather than to rational economic forces?

In addition to the present problem, the Administration is also In addition to the present problem, the Administration is also In addition to the present problem, the Administration is also In addition to the present problem, the Administration is also seen to be lackingseen to be lackingseen to be lackingseen to be lacking

in clear direction and policy in economic matters.  At the same time, it is beingin clear direction and policy in economic matters.  At the same time, it is beingin clear direction and policy in economic matters.  At the same time, it is beingin clear direction and policy in economic matters.  At the same time, it is being

seen to be taking a more interventionist approach into Hong Kong's laissez faireseen to be taking a more interventionist approach into Hong Kong's laissez faireseen to be taking a more interventionist approach into Hong Kong's laissez faireseen to be taking a more interventionist approach into Hong Kong's laissez faire

system so much so that people are questioning whether we are still a free market orsystem so much so that people are questioning whether we are still a free market orsystem so much so that people are questioning whether we are still a free market orsystem so much so that people are questioning whether we are still a free market or

a managed economy.  With that kind of perception of the Administration, any majora managed economy.  With that kind of perception of the Administration, any majora managed economy.  With that kind of perception of the Administration, any majora managed economy.  With that kind of perception of the Administration, any major

review will again engender more uncertainties.review will again engender more uncertainties.review will again engender more uncertainties.review will again engender more uncertainties.

Hong Kong's political situation at this point in time is characterized by variousHong Kong's political situation at this point in time is characterized by variousHong Kong's political situation at this point in time is characterized by variousHong Kong's political situation at this point in time is characterized by various

interest groups with different agenda and constituents.  A major tax review will openinterest groups with different agenda and constituents.  A major tax review will openinterest groups with different agenda and constituents.  A major tax review will openinterest groups with different agenda and constituents.  A major tax review will open

up more acrimonious debates that would further polarize the community and threatenup more acrimonious debates that would further polarize the community and threatenup more acrimonious debates that would further polarize the community and threatenup more acrimonious debates that would further polarize the community and threaten

stability and this point has been taken up by the Honourable NGAI Shiu-kit and thestability and this point has been taken up by the Honourable NGAI Shiu-kit and thestability and this point has been taken up by the Honourable NGAI Shiu-kit and thestability and this point has been taken up by the Honourable NGAI Shiu-kit and the

Honourable Martin BARROW.Honourable Martin BARROW.Honourable Martin BARROW.Honourable Martin BARROW.

High inflHigh inflHigh inflHigh inflation rate may also be aggravated and an increase in rate for any sectoration rate may also be aggravated and an increase in rate for any sectoration rate may also be aggravated and an increase in rate for any sectoration rate may also be aggravated and an increase in rate for any sector

is bound to have a butterfly effect.  Taking an increase in corporate profits taxis bound to have a butterfly effect.  Taking an increase in corporate profits taxis bound to have a butterfly effect.  Taking an increase in corporate profits taxis bound to have a butterfly effect.  Taking an increase in corporate profits tax

as an example, invariably the increase will filter down to the consumers through priceas an example, invariably the increase will filter down to the consumers through priceas an example, invariably the increase will filter down to the consumers through priceas an example, invariably the increase will filter down to the consumers through price

increases.  The lowering of taxes for certain sectors will result in more moneyincreases.  The lowering of taxes for certain sectors will result in more moneyincreases.  The lowering of taxes for certain sectors will result in more moneyincreases.  The lowering of taxes for certain sectors will result in more money

available for spending and this will increase demand for goods.  An increase inavailable for spending and this will increase demand for goods.  An increase inavailable for spending and this will increase demand for goods.  An increase inavailable for spending and this will increase demand for goods.  An increase in

government revenue will also increase spending which will in turn fuel inflation.government revenue will also increase spending which will in turn fuel inflation.government revenue will also increase spending which will in turn fuel inflation.government revenue will also increase spending which will in turn fuel inflation.

So we will have to be very careful as to which area we want to change and we haveSo we will have to be very careful as to which area we want to change and we haveSo we will have to be very careful as to which area we want to change and we haveSo we will have to be very careful as to which area we want to change and we have

to look at the wider implications of such changes.to look at the wider implications of such changes.to look at the wider implications of such changes.to look at the wider implications of such changes.

Let me now turn to a third point.  Although this motion may be looked at as anLet me now turn to a third point.  Although this motion may be looked at as anLet me now turn to a third point.  Although this motion may be looked at as anLet me now turn to a third point.  Although this motion may be looked at as an

attempt to review our taxation system, yet listening to many of the speakers hereattempt to review our taxation system, yet listening to many of the speakers hereattempt to review our taxation system, yet listening to many of the speakers hereattempt to review our taxation system, yet listening to many of the speakers here

it is apparent that the attempt is in fact to redistribute wealth. In less than ait is apparent that the attempt is in fact to redistribute wealth. In less than ait is apparent that the attempt is in fact to redistribute wealth. In less than ait is apparent that the attempt is in fact to redistribute wealth. In less than a

decade, the Government in Hong Kong has been redistributing wealth.  Public sectordecade, the Government in Hong Kong has been redistributing wealth.  Public sectordecade, the Government in Hong Kong has been redistributing wealth.  Public sectordecade, the Government in Hong Kong has been redistributing wealth.  Public sector

as a percentage of the GDP has increased from 11% in 1987-88 to 18.3% in 1990-91 andas a percentage of the GDP has increased from 11% in 1987-88 to 18.3% in 1990-91 andas a percentage of the GDP has increased from 11% in 1987-88 to 18.3% in 1990-91 andas a percentage of the GDP has increased from 11% in 1987-88 to 18.3% in 1990-91 and

that was without PADS.  And it is projected to rise further to 20%.  If we look atthat was without PADS.  And it is projected to rise further to 20%.  If we look atthat was without PADS.  And it is projected to rise further to 20%.  If we look atthat was without PADS.  And it is projected to rise further to 20%.  If we look at

the consolidated public expenditure, 67% is already being spent on programmes thatthe consolidated public expenditure, 67% is already being spent on programmes thatthe consolidated public expenditure, 67% is already being spent on programmes thatthe consolidated public expenditure, 67% is already being spent on programmes that



benefit a lot of the grassroots people, like housing, welfare, health, recreationalbenefit a lot of the grassroots people, like housing, welfare, health, recreationalbenefit a lot of the grassroots people, like housing, welfare, health, recreationalbenefit a lot of the grassroots people, like housing, welfare, health, recreational

facilities, parks, swimming pools and facilities in district and community relations.facilities, parks, swimming pools and facilities in district and community relations.facilities, parks, swimming pools and facilities in district and community relations.facilities, parks, swimming pools and facilities in district and community relations.

Can we redistribute some more?  Can we use other countries as a yardstick?  WesternCan we redistribute some more?  Can we use other countries as a yardstick?  WesternCan we redistribute some more?  Can we use other countries as a yardstick?  WesternCan we redistribute some more?  Can we use other countries as a yardstick?  Western

countries which have followed this policy have a lot more capital to redistribute.countries which have followed this policy have a lot more capital to redistribute.countries which have followed this policy have a lot more capital to redistribute.countries which have followed this policy have a lot more capital to redistribute.

They have a strong industrial base, they have good natural resources and they haveThey have a strong industrial base, they have good natural resources and they haveThey have a strong industrial base, they have good natural resources and they haveThey have a strong industrial base, they have good natural resources and they have

established agricultural production, none of which Hong Kong has had.established agricultural production, none of which Hong Kong has had.established agricultural production, none of which Hong Kong has had.established agricultural production, none of which Hong Kong has had.

From a historical perspective, redistribution of wealth is not a lineal processFrom a historical perspective, redistribution of wealth is not a lineal processFrom a historical perspective, redistribution of wealth is not a lineal processFrom a historical perspective, redistribution of wealth is not a lineal process

that goes onwards.  But it undergoes cyclical changes.  The first cycle took shapethat goes onwards.  But it undergoes cyclical changes.  The first cycle took shapethat goes onwards.  But it undergoes cyclical changes.  The first cycle took shapethat goes onwards.  But it undergoes cyclical changes.  The first cycle took shape

in the 15th century in Western Europe where in order to pacify unrest among thein the 15th century in Western Europe where in order to pacify unrest among thein the 15th century in Western Europe where in order to pacify unrest among thein the 15th century in Western Europe where in order to pacify unrest among the

peasants alms were given and feasts and distribution of farm produce were initiated.peasants alms were given and feasts and distribution of farm produce were initiated.peasants alms were given and feasts and distribution of farm produce were initiated.peasants alms were given and feasts and distribution of farm produce were initiated.

However, this came to an end in the 16th century with the rise of capitalism and theHowever, this came to an end in the 16th century with the rise of capitalism and theHowever, this came to an end in the 16th century with the rise of capitalism and theHowever, this came to an end in the 16th century with the rise of capitalism and the

Protestant Reformation as well as the rise of Puritanism later on while the emphasisProtestant Reformation as well as the rise of Puritanism later on while the emphasisProtestant Reformation as well as the rise of Puritanism later on while the emphasisProtestant Reformation as well as the rise of Puritanism later on while the emphasis

was on hard work, social responsibility, self discipline and personal savings.was on hard work, social responsibility, self discipline and personal savings.was on hard work, social responsibility, self discipline and personal savings.was on hard work, social responsibility, self discipline and personal savings.

Towards the beginning of the 18Towards the beginning of the 18Towards the beginning of the 18Towards the beginning of the 18th century, to deal with increasing numbers ofth century, to deal with increasing numbers ofth century, to deal with increasing numbers ofth century, to deal with increasing numbers of

poverty stricken people, a system of welfare payments was introduced.  This was againpoverty stricken people, a system of welfare payments was introduced.  This was againpoverty stricken people, a system of welfare payments was introduced.  This was againpoverty stricken people, a system of welfare payments was introduced.  This was again

rolled back in the early 19th century during the Industrial Revolution.  The Poorrolled back in the early 19th century during the Industrial Revolution.  The Poorrolled back in the early 19th century during the Industrial Revolution.  The Poorrolled back in the early 19th century during the Industrial Revolution.  The Poor

Law Amendment of 1834 sharply curtailed welfare payment to the able-bodied.Law Amendment of 1834 sharply curtailed welfare payment to the able-bodied.Law Amendment of 1834 sharply curtailed welfare payment to the able-bodied.Law Amendment of 1834 sharply curtailed welfare payment to the able-bodied.

                        Redistribution of wealth became a social policy again in the aftermath ofRedistribution of wealth became a social policy again in the aftermath ofRedistribution of wealth became a social policy again in the aftermath ofRedistribution of wealth became a social policy again in the aftermath of

the Second World War and in the 1990s we are now witnessing a major retrenchment ofthe Second World War and in the 1990s we are now witnessing a major retrenchment ofthe Second World War and in the 1990s we are now witnessing a major retrenchment ofthe Second World War and in the 1990s we are now witnessing a major retrenchment of

the policy, not only in North America and the United Kingdom but even in thethe policy, not only in North America and the United Kingdom but even in thethe policy, not only in North America and the United Kingdom but even in thethe policy, not only in North America and the United Kingdom but even in the

Scandinavian countries.  The greatest social experiment in the redistribution ofScandinavian countries.  The greatest social experiment in the redistribution ofScandinavian countries.  The greatest social experiment in the redistribution ofScandinavian countries.  The greatest social experiment in the redistribution of

wealth is communism and that has ended in abysmal failure although some may arguewealth is communism and that has ended in abysmal failure although some may arguewealth is communism and that has ended in abysmal failure although some may arguewealth is communism and that has ended in abysmal failure although some may argue

that the failure is due to a totalitarian style of government.  Let us look at thosethat the failure is due to a totalitarian style of government.  Let us look at thosethat the failure is due to a totalitarian style of government.  Let us look at thosethat the failure is due to a totalitarian style of government.  Let us look at those

countries that practise socialism with a democratic face and we will see that theycountries that practise socialism with a democratic face and we will see that theycountries that practise socialism with a democratic face and we will see that theycountries that practise socialism with a democratic face and we will see that they

have not succeeded that well either, taking the Scandinavian countries as exampleshave not succeeded that well either, taking the Scandinavian countries as exampleshave not succeeded that well either, taking the Scandinavian countries as exampleshave not succeeded that well either, taking the Scandinavian countries as examples

again.  In the United States, the failure of a social programme is not because theagain.  In the United States, the failure of a social programme is not because theagain.  In the United States, the failure of a social programme is not because theagain.  In the United States, the failure of a social programme is not because the

rich have become richer but it is because politicians were catering to constituentsrich have become richer but it is because politicians were catering to constituentsrich have become richer but it is because politicians were catering to constituentsrich have become richer but it is because politicians were catering to constituents

who wanted more while doing less.who wanted more while doing less.who wanted more while doing less.who wanted more while doing less.

The existing income gap in Hong Kong is the result of market forces and economicThe existing income gap in Hong Kong is the result of market forces and economicThe existing income gap in Hong Kong is the result of market forces and economicThe existing income gap in Hong Kong is the result of market forces and economic

structural change.  The change of a manufacturing to a service economy has increasedstructural change.  The change of a manufacturing to a service economy has increasedstructural change.  The change of a manufacturing to a service economy has increasedstructural change.  The change of a manufacturing to a service economy has increased

the demand for people with skills and higher education attainment.  These people arethe demand for people with skills and higher education attainment.  These people arethe demand for people with skills and higher education attainment.  These people arethe demand for people with skills and higher education attainment.  These people are

in short supply even in normal circumstances.  The numbers have been further depletedin short supply even in normal circumstances.  The numbers have been further depletedin short supply even in normal circumstances.  The numbers have been further depletedin short supply even in normal circumstances.  The numbers have been further depleted

by emigration.  As a result of all this, they have received a substantial increaseby emigration.  As a result of all this, they have received a substantial increaseby emigration.  As a result of all this, they have received a substantial increaseby emigration.  As a result of all this, they have received a substantial increase

in wages.  I submit that taxation is not an effective instrument to equalize incomein wages.  I submit that taxation is not an effective instrument to equalize incomein wages.  I submit that taxation is not an effective instrument to equalize incomein wages.  I submit that taxation is not an effective instrument to equalize income



in such a situation.  The best approach is to narrow the gap in skills and educationin such a situation.  The best approach is to narrow the gap in skills and educationin such a situation.  The best approach is to narrow the gap in skills and educationin such a situation.  The best approach is to narrow the gap in skills and education

and in promoting growth that will provide ample opportunities for everyone.and in promoting growth that will provide ample opportunities for everyone.and in promoting growth that will provide ample opportunities for everyone.and in promoting growth that will provide ample opportunities for everyone.

Many speakers have attacked the business community.  There are increasing callsMany speakers have attacked the business community.  There are increasing callsMany speakers have attacked the business community.  There are increasing callsMany speakers have attacked the business community.  There are increasing calls

to turn to the business community every time we need more resources; tax them more;to turn to the business community every time we need more resources; tax them more;to turn to the business community every time we need more resources; tax them more;to turn to the business community every time we need more resources; tax them more;

ask them to contribute more to environmental improvement; ask them to pay more wages;ask them to contribute more to environmental improvement; ask them to pay more wages;ask them to contribute more to environmental improvement; ask them to pay more wages;ask them to contribute more to environmental improvement; ask them to pay more wages;

ask them to pay for pensions; ask them to support cultural activities.  All theseask them to pay for pensions; ask them to support cultural activities.  All theseask them to pay for pensions; ask them to support cultural activities.  All theseask them to pay for pensions; ask them to support cultural activities.  All these

contribute to increased costs of doing business in Hong Kong.  If this is coupledcontribute to increased costs of doing business in Hong Kong.  If this is coupledcontribute to increased costs of doing business in Hong Kong.  If this is coupledcontribute to increased costs of doing business in Hong Kong.  If this is coupled

with inflation, the shortage of labour and more government regulations, it willwith inflation, the shortage of labour and more government regulations, it willwith inflation, the shortage of labour and more government regulations, it willwith inflation, the shortage of labour and more government regulations, it will

increasingly make Hong Kong less competitive and attractive to investors. It isincreasingly make Hong Kong less competitive and attractive to investors. It isincreasingly make Hong Kong less competitive and attractive to investors. It isincreasingly make Hong Kong less competitive and attractive to investors. It is

simplistic to just compare Singapore, Taiwan or South Korea's level of profit taxsimplistic to just compare Singapore, Taiwan or South Korea's level of profit taxsimplistic to just compare Singapore, Taiwan or South Korea's level of profit taxsimplistic to just compare Singapore, Taiwan or South Korea's level of profit tax

and come up with a conclusion that we can thus increase profit tax substantially --and come up with a conclusion that we can thus increase profit tax substantially --and come up with a conclusion that we can thus increase profit tax substantially --and come up with a conclusion that we can thus increase profit tax substantially --

I am not saying we cannot increase it marginally.  Let us look closely at whatI am not saying we cannot increase it marginally.  Let us look closely at whatI am not saying we cannot increase it marginally.  Let us look closely at whatI am not saying we cannot increase it marginally.  Let us look closely at what

Taiwanese businessmen get in return for their taxes. They get tax holidays and theyTaiwanese businessmen get in return for their taxes. They get tax holidays and theyTaiwanese businessmen get in return for their taxes. They get tax holidays and theyTaiwanese businessmen get in return for their taxes. They get tax holidays and they

get massive support for their infrastructure. For example, in Taiwan tax incentiveget massive support for their infrastructure. For example, in Taiwan tax incentiveget massive support for their infrastructure. For example, in Taiwan tax incentiveget massive support for their infrastructure. For example, in Taiwan tax incentive

accounts for 11% to 14% of the total tax collected.  Research and development isaccounts for 11% to 14% of the total tax collected.  Research and development isaccounts for 11% to 14% of the total tax collected.  Research and development isaccounts for 11% to 14% of the total tax collected.  Research and development is

encouraged by a 20% credit for firms.  Tariffs are also imposed on goods which theencouraged by a 20% credit for firms.  Tariffs are also imposed on goods which theencouraged by a 20% credit for firms.  Tariffs are also imposed on goods which theencouraged by a 20% credit for firms.  Tariffs are also imposed on goods which the

government would like to have manufactured locally.  In Korea the government usesgovernment would like to have manufactured locally.  In Korea the government usesgovernment would like to have manufactured locally.  In Korea the government usesgovernment would like to have manufactured locally.  In Korea the government uses

tight controls on telecommunication and has invested in a multi-billion dollartight controls on telecommunication and has invested in a multi-billion dollartight controls on telecommunication and has invested in a multi-billion dollartight controls on telecommunication and has invested in a multi-billion dollar

expansion of the telecommunication infrastructure plus a large amount of cheap creditexpansion of the telecommunication infrastructure plus a large amount of cheap creditexpansion of the telecommunication infrastructure plus a large amount of cheap creditexpansion of the telecommunication infrastructure plus a large amount of cheap credit

to four companies to help them enter into advanced semi-conductor industry.  Equallyto four companies to help them enter into advanced semi-conductor industry.  Equallyto four companies to help them enter into advanced semi-conductor industry.  Equallyto four companies to help them enter into advanced semi-conductor industry.  Equally

Singapore has used government resources to fund research and development to nurtureSingapore has used government resources to fund research and development to nurtureSingapore has used government resources to fund research and development to nurtureSingapore has used government resources to fund research and development to nurture

the growth of selective home industries.the growth of selective home industries.the growth of selective home industries.the growth of selective home industries.

We have also considered wages in Hong Kong.  If we look at government expenditure,We have also considered wages in Hong Kong.  If we look at government expenditure,We have also considered wages in Hong Kong.  If we look at government expenditure,We have also considered wages in Hong Kong.  If we look at government expenditure,

we will find that 70% of it accounts for wages. But we do not get productivitywe will find that 70% of it accounts for wages. But we do not get productivitywe will find that 70% of it accounts for wages. But we do not get productivitywe will find that 70% of it accounts for wages. But we do not get productivity

commensurate with this 70% of public expenditure; yet wage increases across the boardcommensurate with this 70% of public expenditure; yet wage increases across the boardcommensurate with this 70% of public expenditure; yet wage increases across the boardcommensurate with this 70% of public expenditure; yet wage increases across the board

are met from this 70% of public expenditure.  Wages in Hong Kong are the highest inare met from this 70% of public expenditure.  Wages in Hong Kong are the highest inare met from this 70% of public expenditure.  Wages in Hong Kong are the highest inare met from this 70% of public expenditure.  Wages in Hong Kong are the highest in

this region in terms of per dollar take-home pay despite allegations by many thatthis region in terms of per dollar take-home pay despite allegations by many thatthis region in terms of per dollar take-home pay despite allegations by many thatthis region in terms of per dollar take-home pay despite allegations by many that

they are not rising as fast as wages in Singapore or Taiwan.  In this region, Hongthey are not rising as fast as wages in Singapore or Taiwan.  In this region, Hongthey are not rising as fast as wages in Singapore or Taiwan.  In this region, Hongthey are not rising as fast as wages in Singapore or Taiwan.  In this region, Hong

Kong's wages have already outstripped productivity.  This has been an importantKong's wages have already outstripped productivity.  This has been an importantKong's wages have already outstripped productivity.  This has been an importantKong's wages have already outstripped productivity.  This has been an important

factor in the decline of the manufacturing industry as a percentage of the GDP fromfactor in the decline of the manufacturing industry as a percentage of the GDP fromfactor in the decline of the manufacturing industry as a percentage of the GDP fromfactor in the decline of the manufacturing industry as a percentage of the GDP from

21.7% in 1987 to 18.3% last year.  Increasing profit tax therefore may accelerate21.7% in 1987 to 18.3% last year.  Increasing profit tax therefore may accelerate21.7% in 1987 to 18.3% last year.  Increasing profit tax therefore may accelerate21.7% in 1987 to 18.3% last year.  Increasing profit tax therefore may accelerate

the departure of more manufacturers and thus causing more workers to lose their jobs.the departure of more manufacturers and thus causing more workers to lose their jobs.the departure of more manufacturers and thus causing more workers to lose their jobs.the departure of more manufacturers and thus causing more workers to lose their jobs.

Take Germany as an example where overseas investment now is 15 times more thanTake Germany as an example where overseas investment now is 15 times more thanTake Germany as an example where overseas investment now is 15 times more thanTake Germany as an example where overseas investment now is 15 times more than

investments within its borders.investments within its borders.investments within its borders.investments within its borders.

With the difficulties that I have enumerated, I find it hard to support the motionWith the difficulties that I have enumerated, I find it hard to support the motionWith the difficulties that I have enumerated, I find it hard to support the motionWith the difficulties that I have enumerated, I find it hard to support the motion

that we should open the issue to a review by a body with wide representation fromthat we should open the issue to a review by a body with wide representation fromthat we should open the issue to a review by a body with wide representation fromthat we should open the issue to a review by a body with wide representation from



the people.  Neither can I support the amendment which, I feel, is a very narrowthe people.  Neither can I support the amendment which, I feel, is a very narrowthe people.  Neither can I support the amendment which, I feel, is a very narrowthe people.  Neither can I support the amendment which, I feel, is a very narrow

approach.approach.approach.approach.

MR STEVEN POON (in Cantonese): Mr Deputy President, Hong Kong does not have any naturalMR STEVEN POON (in Cantonese): Mr Deputy President, Hong Kong does not have any naturalMR STEVEN POON (in Cantonese): Mr Deputy President, Hong Kong does not have any naturalMR STEVEN POON (in Cantonese): Mr Deputy President, Hong Kong does not have any natural

resources; we only have a large population.  But population is in itself a valuableresources; we only have a large population.  But population is in itself a valuableresources; we only have a large population.  But population is in itself a valuableresources; we only have a large population.  But population is in itself a valuable

resource.  If we do not have the money to make good use of our population, it willresource.  If we do not have the money to make good use of our population, it willresource.  If we do not have the money to make good use of our population, it willresource.  If we do not have the money to make good use of our population, it will

become a burden to our society.become a burden to our society.become a burden to our society.become a burden to our society.

Ever since the transfer of sovereignty in 1997 became a political issue in HongEver since the transfer of sovereignty in 1997 became a political issue in HongEver since the transfer of sovereignty in 1997 became a political issue in HongEver since the transfer of sovereignty in 1997 became a political issue in Hong

Kong, investors have been extremely cautious  about the political climate in theKong, investors have been extremely cautious  about the political climate in theKong, investors have been extremely cautious  about the political climate in theKong, investors have been extremely cautious  about the political climate in the

territory.  In a Legislative  Council debate in November last year, I mentioned thatterritory.  In a Legislative  Council debate in November last year, I mentioned thatterritory.  In a Legislative  Council debate in November last year, I mentioned thatterritory.  In a Legislative  Council debate in November last year, I mentioned that

many  investors had put a question to me, and that is: "As Hong Kong is greatlymany  investors had put a question to me, and that is: "As Hong Kong is greatlymany  investors had put a question to me, and that is: "As Hong Kong is greatlymany  investors had put a question to me, and that is: "As Hong Kong is greatly

disturbed by the issue of 1997, does it still have a political and economic future?"disturbed by the issue of 1997, does it still have a political and economic future?"disturbed by the issue of 1997, does it still have a political and economic future?"disturbed by the issue of 1997, does it still have a political and economic future?"

In fact international investors have already listed Hong Kong as an area with highIn fact international investors have already listed Hong Kong as an area with highIn fact international investors have already listed Hong Kong as an area with highIn fact international investors have already listed Hong Kong as an area with high

risk.risk.risk.risk.

One of the main reasons that the international investors still do business inOne of the main reasons that the international investors still do business inOne of the main reasons that the international investors still do business inOne of the main reasons that the international investors still do business in

Hong Kong is that Hong Kong all along has a stable fiscal policy. This consistentHong Kong is that Hong Kong all along has a stable fiscal policy. This consistentHong Kong is that Hong Kong all along has a stable fiscal policy. This consistentHong Kong is that Hong Kong all along has a stable fiscal policy. This consistent

stability makes them believe that the Government will not introduce drastic changesstability makes them believe that the Government will not introduce drastic changesstability makes them believe that the Government will not introduce drastic changesstability makes them believe that the Government will not introduce drastic changes

to the fiscal policy because of political or non-political factor.to the fiscal policy because of political or non-political factor.to the fiscal policy because of political or non-political factor.to the fiscal policy because of political or non-political factor.

Hong Kong is now on the way of reverting to China and we are also moving alongHong Kong is now on the way of reverting to China and we are also moving alongHong Kong is now on the way of reverting to China and we are also moving alongHong Kong is now on the way of reverting to China and we are also moving along

the path of democratization.  This development not only fulfils the public'sthe path of democratization.  This development not only fulfils the public'sthe path of democratization.  This development not only fulfils the public'sthe path of democratization.  This development not only fulfils the public's

aspiration and wish for democracy, but also puts into practice the ideas of "oneaspiration and wish for democracy, but also puts into practice the ideas of "oneaspiration and wish for democracy, but also puts into practice the ideas of "oneaspiration and wish for democracy, but also puts into practice the ideas of "one

country, two systems" and "Hong Kong people ruling Hong Kong".  Most investors findcountry, two systems" and "Hong Kong people ruling Hong Kong".  Most investors findcountry, two systems" and "Hong Kong people ruling Hong Kong".  Most investors findcountry, two systems" and "Hong Kong people ruling Hong Kong".  Most investors find

such a development acceptable.  Undeniably, however, many investors are keeping asuch a development acceptable.  Undeniably, however, many investors are keeping asuch a development acceptable.  Undeniably, however, many investors are keeping asuch a development acceptable.  Undeniably, however, many investors are keeping a

close eye as to whether these changes will cause a rippling effect in the financialclose eye as to whether these changes will cause a rippling effect in the financialclose eye as to whether these changes will cause a rippling effect in the financialclose eye as to whether these changes will cause a rippling effect in the financial

area resulting in major changes in the fiscal policy.  Should that really happen,area resulting in major changes in the fiscal policy.  Should that really happen,area resulting in major changes in the fiscal policy.  Should that really happen,area resulting in major changes in the fiscal policy.  Should that really happen,

the international investors will have their confidence in the stability of thethe international investors will have their confidence in the stability of thethe international investors will have their confidence in the stability of thethe international investors will have their confidence in the stability of the

financial policy in Hong Kong shaken, and their feeling of security in the investmentfinancial policy in Hong Kong shaken, and their feeling of security in the investmentfinancial policy in Hong Kong shaken, and their feeling of security in the investmentfinancial policy in Hong Kong shaken, and their feeling of security in the investment

climate in Hong Kong will disappear.climate in Hong Kong will disappear.climate in Hong Kong will disappear.climate in Hong Kong will disappear.

          In the past few months there have been quite a number of disputes in this          In the past few months there have been quite a number of disputes in this          In the past few months there have been quite a number of disputes in this          In the past few months there have been quite a number of disputes in this

Chamber.  Some colleagues are more radical in their views, while others are moreChamber.  Some colleagues are more radical in their views, while others are moreChamber.  Some colleagues are more radical in their views, while others are moreChamber.  Some colleagues are more radical in their views, while others are more

conservative.  This is normal or even healthy in a democratic political environment;conservative.  This is normal or even healthy in a democratic political environment;conservative.  This is normal or even healthy in a democratic political environment;conservative.  This is normal or even healthy in a democratic political environment;

we need not be over-worried.  But then we must also acknowledge that these disputeswe need not be over-worried.  But then we must also acknowledge that these disputeswe need not be over-worried.  But then we must also acknowledge that these disputeswe need not be over-worried.  But then we must also acknowledge that these disputes

give rise to worries in the minds of investors.  Many of them have asked me whethergive rise to worries in the minds of investors.  Many of them have asked me whethergive rise to worries in the minds of investors.  Many of them have asked me whethergive rise to worries in the minds of investors.  Many of them have asked me whether

the question of the future of Hong Kong arises out of the transfer of sovereigntythe question of the future of Hong Kong arises out of the transfer of sovereigntythe question of the future of Hong Kong arises out of the transfer of sovereigntythe question of the future of Hong Kong arises out of the transfer of sovereignty



or originates from the internal disputes in the territory itself?or originates from the internal disputes in the territory itself?or originates from the internal disputes in the territory itself?or originates from the internal disputes in the territory itself?

The suggestion to set up a Tax Review Committee is in itself quite acceptable.The suggestion to set up a Tax Review Committee is in itself quite acceptable.The suggestion to set up a Tax Review Committee is in itself quite acceptable.The suggestion to set up a Tax Review Committee is in itself quite acceptable.

But under the existing political climate this proposal will give a strong signal toBut under the existing political climate this proposal will give a strong signal toBut under the existing political climate this proposal will give a strong signal toBut under the existing political climate this proposal will give a strong signal to

the investors to the effect that the fiscal policy in Hong Kong will undergo radicalthe investors to the effect that the fiscal policy in Hong Kong will undergo radicalthe investors to the effect that the fiscal policy in Hong Kong will undergo radicalthe investors to the effect that the fiscal policy in Hong Kong will undergo radical

changes because of political change.  The consistent stability of Hong Kong's fiscalchanges because of political change.  The consistent stability of Hong Kong's fiscalchanges because of political change.  The consistent stability of Hong Kong's fiscalchanges because of political change.  The consistent stability of Hong Kong's fiscal

policy will be sacrificed on the altar of political disputes and the investors'policy will be sacrificed on the altar of political disputes and the investors'policy will be sacrificed on the altar of political disputes and the investors'policy will be sacrificed on the altar of political disputes and the investors'

incentive to invest will wither.  Hong Kong, being a small place with no naturalincentive to invest will wither.  Hong Kong, being a small place with no naturalincentive to invest will wither.  Hong Kong, being a small place with no naturalincentive to invest will wither.  Hong Kong, being a small place with no natural

resources, will have its economy eroded and the standard of living will go down.resources, will have its economy eroded and the standard of living will go down.resources, will have its economy eroded and the standard of living will go down.resources, will have its economy eroded and the standard of living will go down.

Hence, the most pressing Hence, the most pressing Hence, the most pressing Hence, the most pressing issue at the moment is not how we redistribute our wealth,issue at the moment is not how we redistribute our wealth,issue at the moment is not how we redistribute our wealth,issue at the moment is not how we redistribute our wealth,

rather it is how to create more wealth so that on the premise of economic prosperityrather it is how to create more wealth so that on the premise of economic prosperityrather it is how to create more wealth so that on the premise of economic prosperityrather it is how to create more wealth so that on the premise of economic prosperity

we will make money and be prosperous.  If the total wealth increases, then the totalwe will make money and be prosperous.  If the total wealth increases, then the totalwe will make money and be prosperous.  If the total wealth increases, then the totalwe will make money and be prosperous.  If the total wealth increases, then the total

revenue will also increase.  If we are just concentrating our minds on how we canrevenue will also increase.  If we are just concentrating our minds on how we canrevenue will also increase.  If we are just concentrating our minds on how we canrevenue will also increase.  If we are just concentrating our minds on how we can

collect more from this sector while levying less on other sector, instead of workingcollect more from this sector while levying less on other sector, instead of workingcollect more from this sector while levying less on other sector, instead of workingcollect more from this sector while levying less on other sector, instead of working

on how to turn the poor into the rich, then under the present political climate inon how to turn the poor into the rich, then under the present political climate inon how to turn the poor into the rich, then under the present political climate inon how to turn the poor into the rich, then under the present political climate in

Hong Kong, we will only create more conflicts in the community.  This negativeHong Kong, we will only create more conflicts in the community.  This negativeHong Kong, we will only create more conflicts in the community.  This negativeHong Kong, we will only create more conflicts in the community.  This negative

approach definitely will not benefit the community.approach definitely will not benefit the community.approach definitely will not benefit the community.approach definitely will not benefit the community.

With these remarks, I support neither the motion nor the amendment.With these remarks, I support neither the motion nor the amendment.With these remarks, I support neither the motion nor the amendment.With these remarks, I support neither the motion nor the amendment.

MR HENRY TANG: Mr Deputy President, Hong Kong has had a simple tax rate since I firstMR HENRY TANG: Mr Deputy President, Hong Kong has had a simple tax rate since I firstMR HENRY TANG: Mr Deputy President, Hong Kong has had a simple tax rate since I firstMR HENRY TANG: Mr Deputy President, Hong Kong has had a simple tax rate since I first

knew it.  It is simple enough and has been administered efficiently to have enabledknew it.  It is simple enough and has been administered efficiently to have enabledknew it.  It is simple enough and has been administered efficiently to have enabledknew it.  It is simple enough and has been administered efficiently to have enabled

the Government to build up a reserve of $70 billion, which is more than any of thethe Government to build up a reserve of $70 billion, which is more than any of thethe Government to build up a reserve of $70 billion, which is more than any of thethe Government to build up a reserve of $70 billion, which is more than any of the

reserves built up, as far as I can say, by countries of North America and Westernreserves built up, as far as I can say, by countries of North America and Westernreserves built up, as far as I can say, by countries of North America and Westernreserves built up, as far as I can say, by countries of North America and Western

Europe. Some of my colleagues have said today that this low tax rate is not veryEurope. Some of my colleagues have said today that this low tax rate is not veryEurope. Some of my colleagues have said today that this low tax rate is not veryEurope. Some of my colleagues have said today that this low tax rate is not very

important in the minds of our investors.  I would like to express my view, as animportant in the minds of our investors.  I would like to express my view, as animportant in the minds of our investors.  I would like to express my view, as animportant in the minds of our investors.  I would like to express my view, as an

investor, as to how the investment decision of an investor will affect his own money.investor, as to how the investment decision of an investor will affect his own money.investor, as to how the investment decision of an investor will affect his own money.investor, as to how the investment decision of an investor will affect his own money.

Our tax rate has been low for such a long time and has been as dependable as appleOur tax rate has been low for such a long time and has been as dependable as appleOur tax rate has been low for such a long time and has been as dependable as appleOur tax rate has been low for such a long time and has been as dependable as apple

pie that people do not pay so much attention to it anymore.  People rely on it becausepie that people do not pay so much attention to it anymore.  People rely on it becausepie that people do not pay so much attention to it anymore.  People rely on it becausepie that people do not pay so much attention to it anymore.  People rely on it because

the highest rate we have ever known was 18% and during the time it was 18% our economythe highest rate we have ever known was 18% and during the time it was 18% our economythe highest rate we have ever known was 18% and during the time it was 18% our economythe highest rate we have ever known was 18% and during the time it was 18% our economy

was suffering.  Then the tax rate was lowered to 16.5%.  16.5% might sound lowwas suffering.  Then the tax rate was lowered to 16.5%.  16.5% might sound lowwas suffering.  Then the tax rate was lowered to 16.5%.  16.5% might sound lowwas suffering.  Then the tax rate was lowered to 16.5%.  16.5% might sound low

compared with our neighbouring countries but in fact it is not as low as it sounds.compared with our neighbouring countries but in fact it is not as low as it sounds.compared with our neighbouring countries but in fact it is not as low as it sounds.compared with our neighbouring countries but in fact it is not as low as it sounds.

This is a nominal tax rate whereas many other countries with much higher tax rates,This is a nominal tax rate whereas many other countries with much higher tax rates,This is a nominal tax rate whereas many other countries with much higher tax rates,This is a nominal tax rate whereas many other countries with much higher tax rates,

such as Singapore with 31% nominal tax rate, have a lot more other tax incentives.such as Singapore with 31% nominal tax rate, have a lot more other tax incentives.such as Singapore with 31% nominal tax rate, have a lot more other tax incentives.such as Singapore with 31% nominal tax rate, have a lot more other tax incentives.

They have much higher tax credit for investments and they have a much higherThey have much higher tax credit for investments and they have a much higherThey have much higher tax credit for investments and they have a much higherThey have much higher tax credit for investments and they have a much higher

depreciation allowance for new machinery, which effectively make tax rates sometimesdepreciation allowance for new machinery, which effectively make tax rates sometimesdepreciation allowance for new machinery, which effectively make tax rates sometimesdepreciation allowance for new machinery, which effectively make tax rates sometimes



lower than Hong Kong.  However, I will not deny that our present 16.5% is a low enoughlower than Hong Kong.  However, I will not deny that our present 16.5% is a low enoughlower than Hong Kong.  However, I will not deny that our present 16.5% is a low enoughlower than Hong Kong.  However, I will not deny that our present 16.5% is a low enough

tax rate of a reliable, simple tax system that has been attracting investments.  Thesetax rate of a reliable, simple tax system that has been attracting investments.  Thesetax rate of a reliable, simple tax system that has been attracting investments.  Thesetax rate of a reliable, simple tax system that has been attracting investments.  These

inward investments have made Hong Kong what it is today.  Let us not forget thatinward investments have made Hong Kong what it is today.  Let us not forget thatinward investments have made Hong Kong what it is today.  Let us not forget thatinward investments have made Hong Kong what it is today.  Let us not forget that

tinkering with this system too much would be like killing the goose that lays thetinkering with this system too much would be like killing the goose that lays thetinkering with this system too much would be like killing the goose that lays thetinkering with this system too much would be like killing the goose that lays the

golden egg.golden egg.golden egg.golden egg.

After taking account of Hong Kong's low tax rates and Hong Kong's overseasAfter taking account of Hong Kong's low tax rates and Hong Kong's overseasAfter taking account of Hong Kong's low tax rates and Hong Kong's overseasAfter taking account of Hong Kong's low tax rates and Hong Kong's overseas

investments, many of our industries are moving northwards into China as a result ofinvestments, many of our industries are moving northwards into China as a result ofinvestments, many of our industries are moving northwards into China as a result ofinvestments, many of our industries are moving northwards into China as a result of

Hong Kong's structural changes in the economy and in the infrastructure.  Some ofHong Kong's structural changes in the economy and in the infrastructure.  Some ofHong Kong's structural changes in the economy and in the infrastructure.  Some ofHong Kong's structural changes in the economy and in the infrastructure.  Some of

us are of the view that because of the changing economic structure   and the movingus are of the view that because of the changing economic structure   and the movingus are of the view that because of the changing economic structure   and the movingus are of the view that because of the changing economic structure   and the moving

into China of some of our industries, our already narrow tax base will continue tointo China of some of our industries, our already narrow tax base will continue tointo China of some of our industries, our already narrow tax base will continue tointo China of some of our industries, our already narrow tax base will continue to

lose more and more money.  However, I would like to point out that it is simply notlose more and more money.  However, I would like to point out that it is simply notlose more and more money.  However, I would like to point out that it is simply notlose more and more money.  However, I would like to point out that it is simply not

true. By moving an operation overseas, for example into China, the operators do nottrue. By moving an operation overseas, for example into China, the operators do nottrue. By moving an operation overseas, for example into China, the operators do nottrue. By moving an operation overseas, for example into China, the operators do not

normally make much money.  The reason for that is not that the operation has not beennormally make much money.  The reason for that is not that the operation has not beennormally make much money.  The reason for that is not that the operation has not beennormally make much money.  The reason for that is not that the operation has not been

run effectively but because much of the profits are kept here in Hong Kong.  Why arerun effectively but because much of the profits are kept here in Hong Kong.  Why arerun effectively but because much of the profits are kept here in Hong Kong.  Why arerun effectively but because much of the profits are kept here in Hong Kong.  Why are

the bulk of the profits kept here in Hong Kong?  Because we have here a reliable,the bulk of the profits kept here in Hong Kong?  Because we have here a reliable,the bulk of the profits kept here in Hong Kong?  Because we have here a reliable,the bulk of the profits kept here in Hong Kong?  Because we have here a reliable,

simple tax system that we can count on.  So the impression that because of Hong Kong'ssimple tax system that we can count on.  So the impression that because of Hong Kong'ssimple tax system that we can count on.  So the impression that because of Hong Kong'ssimple tax system that we can count on.  So the impression that because of Hong Kong's

narrow tax base and because of the continued moving of  some of our industriesnarrow tax base and because of the continued moving of  some of our industriesnarrow tax base and because of the continued moving of  some of our industriesnarrow tax base and because of the continued moving of  some of our industries

northwards the tax revenue will be in danger is simply not true.  On top of that,northwards the tax revenue will be in danger is simply not true.  On top of that,northwards the tax revenue will be in danger is simply not true.  On top of that,northwards the tax revenue will be in danger is simply not true.  On top of that,

to have a tax review now will send the wrong signal to overseas investors.  For ato have a tax review now will send the wrong signal to overseas investors.  For ato have a tax review now will send the wrong signal to overseas investors.  For ato have a tax review now will send the wrong signal to overseas investors.  For a

tax review to be effective, it would normally take years to complete and in the coursetax review to be effective, it would normally take years to complete and in the coursetax review to be effective, it would normally take years to complete and in the coursetax review to be effective, it would normally take years to complete and in the course

of these few years, if I have to reinvest my own money into a new project or to reinvestof these few years, if I have to reinvest my own money into a new project or to reinvestof these few years, if I have to reinvest my own money into a new project or to reinvestof these few years, if I have to reinvest my own money into a new project or to reinvest

to expand my present project, I would think twice and shop among the neighbouringto expand my present project, I would think twice and shop among the neighbouringto expand my present project, I would think twice and shop among the neighbouringto expand my present project, I would think twice and shop among the neighbouring

countries to ensure that all my eggs are not put in one basket.  The simple reasoncountries to ensure that all my eggs are not put in one basket.  The simple reasoncountries to ensure that all my eggs are not put in one basket.  The simple reasoncountries to ensure that all my eggs are not put in one basket.  The simple reason

for this is that I cannot count on what the outcome of a tax review will be.  Thefor this is that I cannot count on what the outcome of a tax review will be.  Thefor this is that I cannot count on what the outcome of a tax review will be.  Thefor this is that I cannot count on what the outcome of a tax review will be.  The

revised tax system emerging from a review may be based on a worldwide income criterionrevised tax system emerging from a review may be based on a worldwide income criterionrevised tax system emerging from a review may be based on a worldwide income criterionrevised tax system emerging from a review may be based on a worldwide income criterion

as opposed to the basis of the territory-generated income that we have now.  As Ias opposed to the basis of the territory-generated income that we have now.  As Ias opposed to the basis of the territory-generated income that we have now.  As Ias opposed to the basis of the territory-generated income that we have now.  As I

do not know what will happen, I may as well hold back and wait or I may just put somedo not know what will happen, I may as well hold back and wait or I may just put somedo not know what will happen, I may as well hold back and wait or I may just put somedo not know what will happen, I may as well hold back and wait or I may just put some

of my eggs in another basket.  And these are simple decisions that investors make,of my eggs in another basket.  And these are simple decisions that investors make,of my eggs in another basket.  And these are simple decisions that investors make,of my eggs in another basket.  And these are simple decisions that investors make,

particularly when they have to answer to their shareholders.particularly when they have to answer to their shareholders.particularly when they have to answer to their shareholders.particularly when they have to answer to their shareholders.

With these comments, I support neither the motion nor the amendment.With these comments, I support neither the motion nor the amendment.With these comments, I support neither the motion nor the amendment.With these comments, I support neither the motion nor the amendment.

MR TIK CHI-YUEN (in Cantonese): Mr Deputy President, I support the motion before usMR TIK CHI-YUEN (in Cantonese): Mr Deputy President, I support the motion before usMR TIK CHI-YUEN (in Cantonese): Mr Deputy President, I support the motion before usMR TIK CHI-YUEN (in Cantonese): Mr Deputy President, I support the motion before us

and would urge the Administration to set up a committee with wide representation toand would urge the Administration to set up a committee with wide representation toand would urge the Administration to set up a committee with wide representation toand would urge the Administration to set up a committee with wide representation to

review the tax system.review the tax system.review the tax system.review the tax system.



As far back as two years ago, during the Budget season of the financial yearAs far back as two years ago, during the Budget season of the financial yearAs far back as two years ago, during the Budget season of the financial yearAs far back as two years ago, during the Budget season of the financial year

1990-91, members of Meeting Point and district and municipal councillors affiliated1990-91, members of Meeting Point and district and municipal councillors affiliated1990-91, members of Meeting Point and district and municipal councillors affiliated1990-91, members of Meeting Point and district and municipal councillors affiliated

to it, including myself, already demanded the establishment of a tax review committeeto it, including myself, already demanded the establishment of a tax review committeeto it, including myself, already demanded the establishment of a tax review committeeto it, including myself, already demanded the establishment of a tax review committee

to conduct a comprehensive review of the tax system.  Last year we made a similarto conduct a comprehensive review of the tax system.  Last year we made a similarto conduct a comprehensive review of the tax system.  Last year we made a similarto conduct a comprehensive review of the tax system.  Last year we made a similar

request.  The tax system directly bears on the livelihood of the general public, therequest.  The tax system directly bears on the livelihood of the general public, therequest.  The tax system directly bears on the livelihood of the general public, therequest.  The tax system directly bears on the livelihood of the general public, the

Government's balance of payments and economic development.  Therefore Meeting PointGovernment's balance of payments and economic development.  Therefore Meeting PointGovernment's balance of payments and economic development.  Therefore Meeting PointGovernment's balance of payments and economic development.  Therefore Meeting Point

has all along been advocating that the development of the tax system should be ahas all along been advocating that the development of the tax system should be ahas all along been advocating that the development of the tax system should be ahas all along been advocating that the development of the tax system should be a

subject for discussion by a joint forum of the public, government officials,subject for discussion by a joint forum of the public, government officials,subject for discussion by a joint forum of the public, government officials,subject for discussion by a joint forum of the public, government officials,

businessmen, professionals, economists, academics and councillors so that throughbusinessmen, professionals, economists, academics and councillors so that throughbusinessmen, professionals, economists, academics and councillors so that throughbusinessmen, professionals, economists, academics and councillors so that through

their collective wisdom a tax policy can be worked out which will fulfill thetheir collective wisdom a tax policy can be worked out which will fulfill thetheir collective wisdom a tax policy can be worked out which will fulfill thetheir collective wisdom a tax policy can be worked out which will fulfill the

objectives of catering for the needs of Hong Kong's economic development, achievingobjectives of catering for the needs of Hong Kong's economic development, achievingobjectives of catering for the needs of Hong Kong's economic development, achievingobjectives of catering for the needs of Hong Kong's economic development, achieving

a balanced Budget and protecting the livelihood of the people.  Society is in ana balanced Budget and protecting the livelihood of the people.  Society is in ana balanced Budget and protecting the livelihood of the people.  Society is in ana balanced Budget and protecting the livelihood of the people.  Society is in an

ever-evolving process: no policy, no law or system can last without change.  Taxever-evolving process: no policy, no law or system can last without change.  Taxever-evolving process: no policy, no law or system can last without change.  Taxever-evolving process: no policy, no law or system can last without change.  Tax

policy, tax law and tax system are no exception.  In the 1950s, 1960s and 1970s, thepolicy, tax law and tax system are no exception.  In the 1950s, 1960s and 1970s, thepolicy, tax law and tax system are no exception.  In the 1950s, 1960s and 1970s, thepolicy, tax law and tax system are no exception.  In the 1950s, 1960s and 1970s, the

Administration conducted reviews of the Inland Revenue Ordinance which move was inAdministration conducted reviews of the Inland Revenue Ordinance which move was inAdministration conducted reviews of the Inland Revenue Ordinance which move was inAdministration conducted reviews of the Inland Revenue Ordinance which move was in

accord with the changes brought about by social development.  Unfortunately, in theaccord with the changes brought about by social development.  Unfortunately, in theaccord with the changes brought about by social development.  Unfortunately, in theaccord with the changes brought about by social development.  Unfortunately, in the

1980s two successive Financial Secretaries, Sir John BREMRIDGE and Sir Piers JACOBS,1980s two successive Financial Secretaries, Sir John BREMRIDGE and Sir Piers JACOBS,1980s two successive Financial Secretaries, Sir John BREMRIDGE and Sir Piers JACOBS,1980s two successive Financial Secretaries, Sir John BREMRIDGE and Sir Piers JACOBS,

refused to conduct a review of the tax system.  Sir John contended that taxationrefused to conduct a review of the tax system.  Sir John contended that taxationrefused to conduct a review of the tax system.  Sir John contended that taxationrefused to conduct a review of the tax system.  Sir John contended that taxation

policy was the responsibility of the Government and there was no need to set up apolicy was the responsibility of the Government and there was no need to set up apolicy was the responsibility of the Government and there was no need to set up apolicy was the responsibility of the Government and there was no need to set up a

committee to carry out a review.  Sir Piers, on the other hand, doubted if such acommittee to carry out a review.  Sir Piers, on the other hand, doubted if such acommittee to carry out a review.  Sir Piers, on the other hand, doubted if such acommittee to carry out a review.  Sir Piers, on the other hand, doubted if such a

committee could produce useful ideas or suggestions.  In the Budget debate two yearscommittee could produce useful ideas or suggestions.  In the Budget debate two yearscommittee could produce useful ideas or suggestions.  In the Budget debate two yearscommittee could produce useful ideas or suggestions.  In the Budget debate two years

ago, Sir Piers referred in somewhat derogatory terms to tax review committees as horseago, Sir Piers referred in somewhat derogatory terms to tax review committees as horseago, Sir Piers referred in somewhat derogatory terms to tax review committees as horseago, Sir Piers referred in somewhat derogatory terms to tax review committees as horse

trainers, saying "I am not yet persuaded that a committee brought in to train andtrainers, saying "I am not yet persuaded that a committee brought in to train andtrainers, saying "I am not yet persuaded that a committee brought in to train andtrainers, saying "I am not yet persuaded that a committee brought in to train and

manage our entry in this particular race would win us first place.  I do not wantmanage our entry in this particular race would win us first place.  I do not wantmanage our entry in this particular race would win us first place.  I do not wantmanage our entry in this particular race would win us first place.  I do not want

to find myself coming down the home stretch on a camel."  True, it is the Government'sto find myself coming down the home stretch on a camel."  True, it is the Government'sto find myself coming down the home stretch on a camel."  True, it is the Government'sto find myself coming down the home stretch on a camel."  True, it is the Government's

responsibility to formulate policies and laws.  But there are several hundredresponsibility to formulate policies and laws.  But there are several hundredresponsibility to formulate policies and laws.  But there are several hundredresponsibility to formulate policies and laws.  But there are several hundred

advisory boards and committees whose duty is to give the Government advice.advisory boards and committees whose duty is to give the Government advice.advisory boards and committees whose duty is to give the Government advice.advisory boards and committees whose duty is to give the Government advice.

According to Sir John's argument, not only is there no need to set up a tax reviewAccording to Sir John's argument, not only is there no need to set up a tax reviewAccording to Sir John's argument, not only is there no need to set up a tax reviewAccording to Sir John's argument, not only is there no need to set up a tax review

committee but also all other advisory boards and committees can be abolished.  Incommittee but also all other advisory boards and committees can be abolished.  Incommittee but also all other advisory boards and committees can be abolished.  Incommittee but also all other advisory boards and committees can be abolished.  In

extreme terms, it could be argued that the Administration need not listen to the adviceextreme terms, it could be argued that the Administration need not listen to the adviceextreme terms, it could be argued that the Administration need not listen to the adviceextreme terms, it could be argued that the Administration need not listen to the advice

of Members of this Council.  As for Sir Piers JACOBS, he expressed his lack ofof Members of this Council.  As for Sir Piers JACOBS, he expressed his lack ofof Members of this Council.  As for Sir Piers JACOBS, he expressed his lack ofof Members of this Council.  As for Sir Piers JACOBS, he expressed his lack of

confidence in the ability of tax review committees to come up with useful ideas; inconfidence in the ability of tax review committees to come up with useful ideas; inconfidence in the ability of tax review committees to come up with useful ideas; inconfidence in the ability of tax review committees to come up with useful ideas; in

like manner we could just as well ask what basis is there for us to cherish confidencelike manner we could just as well ask what basis is there for us to cherish confidencelike manner we could just as well ask what basis is there for us to cherish confidencelike manner we could just as well ask what basis is there for us to cherish confidence

in the Administration's decisions?  Could it be that the Administration also has noin the Administration's decisions?  Could it be that the Administration also has noin the Administration's decisions?  Could it be that the Administration also has noin the Administration's decisions?  Could it be that the Administration also has no

confidence in the advice tendered by other advisory boards and committees?  Some areconfidence in the advice tendered by other advisory boards and committees?  Some areconfidence in the advice tendered by other advisory boards and committees?  Some areconfidence in the advice tendered by other advisory boards and committees?  Some are

of the view that there is no need to conduct a review unless there are patentof the view that there is no need to conduct a review unless there are patentof the view that there is no need to conduct a review unless there are patentof the view that there is no need to conduct a review unless there are patent

shortcomings in the present tax system.  Frankly speaking, it was none other thanshortcomings in the present tax system.  Frankly speaking, it was none other thanshortcomings in the present tax system.  Frankly speaking, it was none other thanshortcomings in the present tax system.  Frankly speaking, it was none other than

the Administration themselves who were the first to think that there were problemsthe Administration themselves who were the first to think that there were problemsthe Administration themselves who were the first to think that there were problemsthe Administration themselves who were the first to think that there were problems



with the tax system.  In the last couple of years, the Administration has beenwith the tax system.  In the last couple of years, the Administration has beenwith the tax system.  In the last couple of years, the Administration has beenwith the tax system.  In the last couple of years, the Administration has been

reviewing the feasibility of a sales tax, the introduction of which would be areviewing the feasibility of a sales tax, the introduction of which would be areviewing the feasibility of a sales tax, the introduction of which would be areviewing the feasibility of a sales tax, the introduction of which would be a

momentous change to the present taxa system.  What the Administration has beenmomentous change to the present taxa system.  What the Administration has beenmomentous change to the present taxa system.  What the Administration has beenmomentous change to the present taxa system.  What the Administration has been

pondering are changes to the tax system before a tax review whereas we hold the viewpondering are changes to the tax system before a tax review whereas we hold the viewpondering are changes to the tax system before a tax review whereas we hold the viewpondering are changes to the tax system before a tax review whereas we hold the view

that there should be a review of the tax system before requisite changes arethat there should be a review of the tax system before requisite changes arethat there should be a review of the tax system before requisite changes arethat there should be a review of the tax system before requisite changes are

introduced.introduced.introduced.introduced.

Apart from the question oApart from the question oApart from the question oApart from the question of a sales tax, the Administration has in the last couplef a sales tax, the Administration has in the last couplef a sales tax, the Administration has in the last couplef a sales tax, the Administration has in the last couple

of years been reviewing the tax system on the quiet, not through the setting up ofof years been reviewing the tax system on the quiet, not through the setting up ofof years been reviewing the tax system on the quiet, not through the setting up ofof years been reviewing the tax system on the quiet, not through the setting up of

a committee with wide representation to openly conduct a review but through the agencya committee with wide representation to openly conduct a review but through the agencya committee with wide representation to openly conduct a review but through the agencya committee with wide representation to openly conduct a review but through the agency

of a private body known as the Joint Liaison Committee on Taxation which has beenof a private body known as the Joint Liaison Committee on Taxation which has beenof a private body known as the Joint Liaison Committee on Taxation which has beenof a private body known as the Joint Liaison Committee on Taxation which has been

tendering advice on taxation matters.  What is the advice given?  How has thetendering advice on taxation matters.  What is the advice given?  How has thetendering advice on taxation matters.  What is the advice given?  How has thetendering advice on taxation matters.  What is the advice given?  How has the

Administration responded to the advice?  The public has no means of knowing.  TheAdministration responded to the advice?  The public has no means of knowing.  TheAdministration responded to the advice?  The public has no means of knowing.  TheAdministration responded to the advice?  The public has no means of knowing.  The

manner of tendering advice is not only unfair to the public but also unfair to membersmanner of tendering advice is not only unfair to the public but also unfair to membersmanner of tendering advice is not only unfair to the public but also unfair to membersmanner of tendering advice is not only unfair to the public but also unfair to members

of the Joint Liaison Committee on Taxation.  Undeniably, the tax system involves aof the Joint Liaison Committee on Taxation.  Undeniably, the tax system involves aof the Joint Liaison Committee on Taxation.  Undeniably, the tax system involves aof the Joint Liaison Committee on Taxation.  Undeniably, the tax system involves a

multiplicity of technical issues.  Yet the system affects each and every member ofmultiplicity of technical issues.  Yet the system affects each and every member ofmultiplicity of technical issues.  Yet the system affects each and every member ofmultiplicity of technical issues.  Yet the system affects each and every member of

society.  Therefore a review of the tax system is a job which will bear on the economicsociety.  Therefore a review of the tax system is a job which will bear on the economicsociety.  Therefore a review of the tax system is a job which will bear on the economicsociety.  Therefore a review of the tax system is a job which will bear on the economic

and political aspects of society and should not be entrusted to a handful ofand political aspects of society and should not be entrusted to a handful ofand political aspects of society and should not be entrusted to a handful ofand political aspects of society and should not be entrusted to a handful of

professionals or businessmen; a review committee with broad representation shouldprofessionals or businessmen; a review committee with broad representation shouldprofessionals or businessmen; a review committee with broad representation shouldprofessionals or businessmen; a review committee with broad representation should

be set up to collect and collate the views of a wide cross section of society andbe set up to collect and collate the views of a wide cross section of society andbe set up to collect and collate the views of a wide cross section of society andbe set up to collect and collate the views of a wide cross section of society and

to take care of the varied interests of each sector of society.to take care of the varied interests of each sector of society.to take care of the varied interests of each sector of society.to take care of the varied interests of each sector of society.

Former Financial Secretary Sir Piers JACOBS, by way of analogy, compared a taxFormer Financial Secretary Sir Piers JACOBS, by way of analogy, compared a taxFormer Financial Secretary Sir Piers JACOBS, by way of analogy, compared a taxFormer Financial Secretary Sir Piers JACOBS, by way of analogy, compared a tax

review to a horse race.  There are two completely different attitudes with which areview to a horse race.  There are two completely different attitudes with which areview to a horse race.  There are two completely different attitudes with which areview to a horse race.  There are two completely different attitudes with which a

punter places bets.  One attitude is to bet on one's "personal choices" accordingpunter places bets.  One attitude is to bet on one's "personal choices" accordingpunter places bets.  One attitude is to bet on one's "personal choices" accordingpunter places bets.  One attitude is to bet on one's "personal choices" according

to one's fancy and let luck decide.  The other attitude is to have regard to theto one's fancy and let luck decide.  The other attitude is to have regard to theto one's fancy and let luck decide.  The other attitude is to have regard to theto one's fancy and let luck decide.  The other attitude is to have regard to the

quality and track records of starters, which is a scientific approach.  As Iquality and track records of starters, which is a scientific approach.  As Iquality and track records of starters, which is a scientific approach.  As Iquality and track records of starters, which is a scientific approach.  As I

understand it, punters would sometimes take the former attitude and sometimes theunderstand it, punters would sometimes take the former attitude and sometimes theunderstand it, punters would sometimes take the former attitude and sometimes theunderstand it, punters would sometimes take the former attitude and sometimes the

latter attitude because, in the final analysis, betting on horses is no more thanlatter attitude because, in the final analysis, betting on horses is no more thanlatter attitude because, in the final analysis, betting on horses is no more thanlatter attitude because, in the final analysis, betting on horses is no more than

a form of recreation.  However, if a system, such as the tax system, bears on thea form of recreation.  However, if a system, such as the tax system, bears on thea form of recreation.  However, if a system, such as the tax system, bears on thea form of recreation.  However, if a system, such as the tax system, bears on the

well-being of each and every member of the public, I believe that there is only onewell-being of each and every member of the public, I believe that there is only onewell-being of each and every member of the public, I believe that there is only onewell-being of each and every member of the public, I believe that there is only one

attitude for Legislative Councillors and the Administration to take with respectattitude for Legislative Councillors and the Administration to take with respectattitude for Legislative Councillors and the Administration to take with respectattitude for Legislative Councillors and the Administration to take with respect

thereto, namely, that of conducting an in-depth scientific review, which is thethereto, namely, that of conducting an in-depth scientific review, which is thethereto, namely, that of conducting an in-depth scientific review, which is thethereto, namely, that of conducting an in-depth scientific review, which is the

fitting and responsible attitude to take towards the public.fitting and responsible attitude to take towards the public.fitting and responsible attitude to take towards the public.fitting and responsible attitude to take towards the public.

Mr Deputy President, in today's debate I have heard arguments from some MembersMr Deputy President, in today's debate I have heard arguments from some MembersMr Deputy President, in today's debate I have heard arguments from some MembersMr Deputy President, in today's debate I have heard arguments from some Members

against a tax review.  One of them has argued that since there is no problem withagainst a tax review.  One of them has argued that since there is no problem withagainst a tax review.  One of them has argued that since there is no problem withagainst a tax review.  One of them has argued that since there is no problem with

the present tax system there is no need to conduct a review.  As a matter of fact,the present tax system there is no need to conduct a review.  As a matter of fact,the present tax system there is no need to conduct a review.  As a matter of fact,the present tax system there is no need to conduct a review.  As a matter of fact,



the Administration has in the past few years kept putting forward proposals for taxthe Administration has in the past few years kept putting forward proposals for taxthe Administration has in the past few years kept putting forward proposals for taxthe Administration has in the past few years kept putting forward proposals for tax

reform, such as the introduction of a sales tax, which I referred to a while ago.reform, such as the introduction of a sales tax, which I referred to a while ago.reform, such as the introduction of a sales tax, which I referred to a while ago.reform, such as the introduction of a sales tax, which I referred to a while ago.

Are these proposals not amounting to tax review?  It is only that these reviews andAre these proposals not amounting to tax review?  It is only that these reviews andAre these proposals not amounting to tax review?  It is only that these reviews andAre these proposals not amounting to tax review?  It is only that these reviews and

reforms, disguised as tax proposals, have been conducted in a less than comprehensivereforms, disguised as tax proposals, have been conducted in a less than comprehensivereforms, disguised as tax proposals, have been conducted in a less than comprehensivereforms, disguised as tax proposals, have been conducted in a less than comprehensive

and open manner which distinguishes them from a full-blown review.  Today we areand open manner which distinguishes them from a full-blown review.  Today we areand open manner which distinguishes them from a full-blown review.  Today we areand open manner which distinguishes them from a full-blown review.  Today we are

asking for the setting up of a committee with broad representation to carry out aasking for the setting up of a committee with broad representation to carry out aasking for the setting up of a committee with broad representation to carry out aasking for the setting up of a committee with broad representation to carry out a

review.  Furthermore, the economic development and political environment of Hongreview.  Furthermore, the economic development and political environment of Hongreview.  Furthermore, the economic development and political environment of Hongreview.  Furthermore, the economic development and political environment of Hong

Kong have come a long way from what they were a decade ago.  This, coupled with theKong have come a long way from what they were a decade ago.  This, coupled with theKong have come a long way from what they were a decade ago.  This, coupled with theKong have come a long way from what they were a decade ago.  This, coupled with the

infrastructural development now under way, heightens the already pressing need forinfrastructural development now under way, heightens the already pressing need forinfrastructural development now under way, heightens the already pressing need forinfrastructural development now under way, heightens the already pressing need for

a review of the tax system to cater for the future needs of economic, political anda review of the tax system to cater for the future needs of economic, political anda review of the tax system to cater for the future needs of economic, political anda review of the tax system to cater for the future needs of economic, political and

social development.  Some Members have argued that since there is now a Joint Liaisonsocial development.  Some Members have argued that since there is now a Joint Liaisonsocial development.  Some Members have argued that since there is now a Joint Liaisonsocial development.  Some Members have argued that since there is now a Joint Liaison

Committee on Taxation to review the taxation system there is no need to set up anotherCommittee on Taxation to review the taxation system there is no need to set up anotherCommittee on Taxation to review the taxation system there is no need to set up anotherCommittee on Taxation to review the taxation system there is no need to set up another

committee.  As regards this point, some other Members have countered with thecommittee.  As regards this point, some other Members have countered with thecommittee.  As regards this point, some other Members have countered with thecommittee.  As regards this point, some other Members have countered with the

argument that the present Joint Liaison Committee on Taxation is no more than aargument that the present Joint Liaison Committee on Taxation is no more than aargument that the present Joint Liaison Committee on Taxation is no more than aargument that the present Joint Liaison Committee on Taxation is no more than a

non-government body which advises the Government on legal and technical questionsnon-government body which advises the Government on legal and technical questionsnon-government body which advises the Government on legal and technical questionsnon-government body which advises the Government on legal and technical questions

relating to taxation.  Therefore the Joint Liaison Committee on Taxation is vastlyrelating to taxation.  Therefore the Joint Liaison Committee on Taxation is vastlyrelating to taxation.  Therefore the Joint Liaison Committee on Taxation is vastlyrelating to taxation.  Therefore the Joint Liaison Committee on Taxation is vastly

different both in its terms of reference and its membership from the committee withdifferent both in its terms of reference and its membership from the committee withdifferent both in its terms of reference and its membership from the committee withdifferent both in its terms of reference and its membership from the committee with

broadly-based representation as envisaged in the Honourable Fred LI's motion.broadly-based representation as envisaged in the Honourable Fred LI's motion.broadly-based representation as envisaged in the Honourable Fred LI's motion.broadly-based representation as envisaged in the Honourable Fred LI's motion.

Neither one could take the place of the other.  Some Members have argued that a taxNeither one could take the place of the other.  Some Members have argued that a taxNeither one could take the place of the other.  Some Members have argued that a taxNeither one could take the place of the other.  Some Members have argued that a tax

review would scare investors and thus affect Hong Kong's economic development.  Butreview would scare investors and thus affect Hong Kong's economic development.  Butreview would scare investors and thus affect Hong Kong's economic development.  Butreview would scare investors and thus affect Hong Kong's economic development.  But

we have to understand that the objective of a review of the tax system is to bringwe have to understand that the objective of a review of the tax system is to bringwe have to understand that the objective of a review of the tax system is to bringwe have to understand that the objective of a review of the tax system is to bring

about a more reasonable and equitable tax system.  Such outcome will only enhanceabout a more reasonable and equitable tax system.  Such outcome will only enhanceabout a more reasonable and equitable tax system.  Such outcome will only enhanceabout a more reasonable and equitable tax system.  Such outcome will only enhance

the stability of Hong Kong and create a better investment environment.  If it isthe stability of Hong Kong and create a better investment environment.  If it isthe stability of Hong Kong and create a better investment environment.  If it isthe stability of Hong Kong and create a better investment environment.  If it is

thought that a review of the tax system would scare away investors would that bethought that a review of the tax system would scare away investors would that bethought that a review of the tax system would scare away investors would that bethought that a review of the tax system would scare away investors would that be

over-worrying about a remote possibility or would that be unduly underestimating theover-worrying about a remote possibility or would that be unduly underestimating theover-worrying about a remote possibility or would that be unduly underestimating theover-worrying about a remote possibility or would that be unduly underestimating the

investors' capability for rational analysis?investors' capability for rational analysis?investors' capability for rational analysis?investors' capability for rational analysis?

Mr Deputy President, with these remarks, I support Mr Fred LI's motion.Mr Deputy President, with these remarks, I support Mr Fred LI's motion.Mr Deputy President, with these remarks, I support Mr Fred LI's motion.Mr Deputy President, with these remarks, I support Mr Fred LI's motion.

MR JAMES TO (in Cantonese):MR JAMES TO (in Cantonese):MR JAMES TO (in Cantonese):MR JAMES TO (in Cantonese):

IntroductionIntroductionIntroductionIntroduction

Mr Deputy President, today's debate is about the review of our tax system. Maybe weMr Deputy President, today's debate is about the review of our tax system. Maybe weMr Deputy President, today's debate is about the review of our tax system. Maybe weMr Deputy President, today's debate is about the review of our tax system. Maybe we

should go back in history.  The Inland Revenue Ordinance Review Committee was firstshould go back in history.  The Inland Revenue Ordinance Review Committee was firstshould go back in history.  The Inland Revenue Ordinance Review Committee was firstshould go back in history.  The Inland Revenue Ordinance Review Committee was first

established in September 1952 in response to the economic downturn as a result ofestablished in September 1952 in response to the economic downturn as a result ofestablished in September 1952 in response to the economic downturn as a result ofestablished in September 1952 in response to the economic downturn as a result of

the Korean War embargo in the 1950s.  In 1966 the second Inland Revenue Ordinancethe Korean War embargo in the 1950s.  In 1966 the second Inland Revenue Ordinancethe Korean War embargo in the 1950s.  In 1966 the second Inland Revenue Ordinancethe Korean War embargo in the 1950s.  In 1966 the second Inland Revenue Ordinance



Review Committee came into being after the bank run in 1965 resulting in yet anotherReview Committee came into being after the bank run in 1965 resulting in yet anotherReview Committee came into being after the bank run in 1965 resulting in yet anotherReview Committee came into being after the bank run in 1965 resulting in yet another

economic downturn.  In 1976 the third review committee was formed; at that time thereeconomic downturn.  In 1976 the third review committee was formed; at that time thereeconomic downturn.  In 1976 the third review committee was formed; at that time thereeconomic downturn.  In 1976 the third review committee was formed; at that time there

was a global recession and a deficit in our Budget.was a global recession and a deficit in our Budget.was a global recession and a deficit in our Budget.was a global recession and a deficit in our Budget.

The tThe tThe tThe three review committees, though with the objective of reviewing only thehree review committees, though with the objective of reviewing only thehree review committees, though with the objective of reviewing only thehree review committees, though with the objective of reviewing only the

direct tax, were set up as an immediate reaction in response to the circumstancesdirect tax, were set up as an immediate reaction in response to the circumstancesdirect tax, were set up as an immediate reaction in response to the circumstancesdirect tax, were set up as an immediate reaction in response to the circumstances

of the time.  There have been arguments that since we are not faced with any deficit,of the time.  There have been arguments that since we are not faced with any deficit,of the time.  There have been arguments that since we are not faced with any deficit,of the time.  There have been arguments that since we are not faced with any deficit,

nor is there any flaw in our taxation system, it is not justified to set up a reviewnor is there any flaw in our taxation system, it is not justified to set up a reviewnor is there any flaw in our taxation system, it is not justified to set up a reviewnor is there any flaw in our taxation system, it is not justified to set up a review

committee.  All we need may perhaps be just a fine-tuning exercise.  The Unitedcommittee.  All we need may perhaps be just a fine-tuning exercise.  The Unitedcommittee.  All we need may perhaps be just a fine-tuning exercise.  The Unitedcommittee.  All we need may perhaps be just a fine-tuning exercise.  The United

Democrats of Hong Kong (UDHK) are of the view that such arguments are short-sighted,Democrats of Hong Kong (UDHK) are of the view that such arguments are short-sighted,Democrats of Hong Kong (UDHK) are of the view that such arguments are short-sighted,Democrats of Hong Kong (UDHK) are of the view that such arguments are short-sighted,

without any detailed analysis of the present circumstances and the relation betweenwithout any detailed analysis of the present circumstances and the relation betweenwithout any detailed analysis of the present circumstances and the relation betweenwithout any detailed analysis of the present circumstances and the relation between

taxation and the economic ethos of the day.taxation and the economic ethos of the day.taxation and the economic ethos of the day.taxation and the economic ethos of the day.

Now we are in the latter part of the transition.  Great changes are taking placeNow we are in the latter part of the transition.  Great changes are taking placeNow we are in the latter part of the transition.  Great changes are taking placeNow we are in the latter part of the transition.  Great changes are taking place

in the political and economic arena and also the livelihood of the public.  Moreover,in the political and economic arena and also the livelihood of the public.  Moreover,in the political and economic arena and also the livelihood of the public.  Moreover,in the political and economic arena and also the livelihood of the public.  Moreover,

the expenditure for the mammoth airport project is not within the anticipation ofthe expenditure for the mammoth airport project is not within the anticipation ofthe expenditure for the mammoth airport project is not within the anticipation ofthe expenditure for the mammoth airport project is not within the anticipation of

the Inland Revenue Ordinance Review Committee set up over a decade ago.  Given thesethe Inland Revenue Ordinance Review Committee set up over a decade ago.  Given thesethe Inland Revenue Ordinance Review Committee set up over a decade ago.  Given thesethe Inland Revenue Ordinance Review Committee set up over a decade ago.  Given these

unprecedented circumstances, members of the UDHK and I have studied this motion onunprecedented circumstances, members of the UDHK and I have studied this motion onunprecedented circumstances, members of the UDHK and I have studied this motion onunprecedented circumstances, members of the UDHK and I have studied this motion on

taxation review in great detail. In today's debate, I, UDHK spokesman on taxation,taxation review in great detail. In today's debate, I, UDHK spokesman on taxation,taxation review in great detail. In today's debate, I, UDHK spokesman on taxation,taxation review in great detail. In today's debate, I, UDHK spokesman on taxation,

will look into the problem from the perspectives of the economy, people's livelihoodwill look into the problem from the perspectives of the economy, people's livelihoodwill look into the problem from the perspectives of the economy, people's livelihoodwill look into the problem from the perspectives of the economy, people's livelihood

and physical infrastructure.and physical infrastructure.and physical infrastructure.and physical infrastructure.

Economic transformationEconomic transformationEconomic transformationEconomic transformation

First of all I woulFirst of all I woulFirst of all I woulFirst of all I would like to dwell on economic transformation.  According to thed like to dwell on economic transformation.  According to thed like to dwell on economic transformation.  According to thed like to dwell on economic transformation.  According to the

1991 census report by the Census and Statistics Department, the working population1991 census report by the Census and Statistics Department, the working population1991 census report by the Census and Statistics Department, the working population1991 census report by the Census and Statistics Department, the working population

by industry was on the decline in the three previous census exercises.  In 1981, 0.99by industry was on the decline in the three previous census exercises.  In 1981, 0.99by industry was on the decline in the three previous census exercises.  In 1981, 0.99by industry was on the decline in the three previous census exercises.  In 1981, 0.99

million people or 41.3% of the working population engaged in the manufacturing trade.million people or 41.3% of the working population engaged in the manufacturing trade.million people or 41.3% of the working population engaged in the manufacturing trade.million people or 41.3% of the working population engaged in the manufacturing trade.

In 1991, the corresponding number dropped to the region of 768 000, which is aboutIn 1991, the corresponding number dropped to the region of 768 000, which is aboutIn 1991, the corresponding number dropped to the region of 768 000, which is aboutIn 1991, the corresponding number dropped to the region of 768 000, which is about

28.2% of the total workforce.  But in the case of other service industries, including28.2% of the total workforce.  But in the case of other service industries, including28.2% of the total workforce.  But in the case of other service industries, including28.2% of the total workforce.  But in the case of other service industries, including

wholesale, retail, import and export, restaurants and hotels, finance, insurance andwholesale, retail, import and export, restaurants and hotels, finance, insurance andwholesale, retail, import and export, restaurants and hotels, finance, insurance andwholesale, retail, import and export, restaurants and hotels, finance, insurance and

so on, the percentage of workers vis-a-vis total workforce has risen from 24% in 1981so on, the percentage of workers vis-a-vis total workforce has risen from 24% in 1981so on, the percentage of workers vis-a-vis total workforce has risen from 24% in 1981so on, the percentage of workers vis-a-vis total workforce has risen from 24% in 1981

to 33% in 1991.to 33% in 1991.to 33% in 1991.to 33% in 1991.

The above change in working population by industry shows that Hong Kong hasThe above change in working population by industry shows that Hong Kong hasThe above change in working population by industry shows that Hong Kong hasThe above change in working population by industry shows that Hong Kong has

shifted its emphasis from labour intensive industries in the past to the presentshifted its emphasis from labour intensive industries in the past to the presentshifted its emphasis from labour intensive industries in the past to the presentshifted its emphasis from labour intensive industries in the past to the present

service-oriented industries.  We are in an economic transformation and it is thisservice-oriented industries.  We are in an economic transformation and it is thisservice-oriented industries.  We are in an economic transformation and it is thisservice-oriented industries.  We are in an economic transformation and it is this

transformation that has exposed to us the various problems in our tax system.  Fortransformation that has exposed to us the various problems in our tax system.  Fortransformation that has exposed to us the various problems in our tax system.  Fortransformation that has exposed to us the various problems in our tax system.  For



example, in recent years a lot of manufacturers have moved their production base toexample, in recent years a lot of manufacturers have moved their production base toexample, in recent years a lot of manufacturers have moved their production base toexample, in recent years a lot of manufacturers have moved their production base to

the Mainland, turning it into some sort of off-shore operations to avoid taxationthe Mainland, turning it into some sort of off-shore operations to avoid taxationthe Mainland, turning it into some sort of off-shore operations to avoid taxationthe Mainland, turning it into some sort of off-shore operations to avoid taxation

by the Hong Kong Government.  Moreover, the predominance of service industries overby the Hong Kong Government.  Moreover, the predominance of service industries overby the Hong Kong Government.  Moreover, the predominance of service industries overby the Hong Kong Government.  Moreover, the predominance of service industries over

manufacturing industries in our economy has made tax evasion and avoidance all themanufacturing industries in our economy has made tax evasion and avoidance all themanufacturing industries in our economy has made tax evasion and avoidance all themanufacturing industries in our economy has made tax evasion and avoidance all the

more easier.  Furthermore, certain areas in our economy, such as capital depreciation,more easier.  Furthermore, certain areas in our economy, such as capital depreciation,more easier.  Furthermore, certain areas in our economy, such as capital depreciation,more easier.  Furthermore, certain areas in our economy, such as capital depreciation,

which have not been addressed by the present taxation system, have to be reviewedwhich have not been addressed by the present taxation system, have to be reviewedwhich have not been addressed by the present taxation system, have to be reviewedwhich have not been addressed by the present taxation system, have to be reviewed

in the light of the transformation of our economy.  Added to it are the diverse viewsin the light of the transformation of our economy.  Added to it are the diverse viewsin the light of the transformation of our economy.  Added to it are the diverse viewsin the light of the transformation of our economy.  Added to it are the diverse views

on taxation and the legally permissible tax avoidance.  As a result, we have beforeon taxation and the legally permissible tax avoidance.  As a result, we have beforeon taxation and the legally permissible tax avoidance.  As a result, we have beforeon taxation and the legally permissible tax avoidance.  As a result, we have before

us the absurd scenario of revenue growth becoming disproportionate to economic growthus the absurd scenario of revenue growth becoming disproportionate to economic growthus the absurd scenario of revenue growth becoming disproportionate to economic growthus the absurd scenario of revenue growth becoming disproportionate to economic growth

in the past few years.in the past few years.in the past few years.in the past few years.

Besides ecoBesides ecoBesides ecoBesides economic transformation, the mammoth infrastructural projects have madenomic transformation, the mammoth infrastructural projects have madenomic transformation, the mammoth infrastructural projects have madenomic transformation, the mammoth infrastructural projects have made

it necessary for the Government to conduct a review on our present tax system.it necessary for the Government to conduct a review on our present tax system.it necessary for the Government to conduct a review on our present tax system.it necessary for the Government to conduct a review on our present tax system.

Airport projectAirport projectAirport projectAirport project

The new airport, costing $120 billion, will have nine items of its core programmeThe new airport, costing $120 billion, will have nine items of its core programmeThe new airport, costing $120 billion, will have nine items of its core programmeThe new airport, costing $120 billion, will have nine items of its core programme

completed before 1997.  Based on government estimates, deficit will be at its peakcompleted before 1997.  Based on government estimates, deficit will be at its peakcompleted before 1997.  Based on government estimates, deficit will be at its peakcompleted before 1997.  Based on government estimates, deficit will be at its peak

in 1993 and 1994 to reach the level of $14.2 billion.in 1993 and 1994 to reach the level of $14.2 billion.in 1993 and 1994 to reach the level of $14.2 billion.in 1993 and 1994 to reach the level of $14.2 billion.

It is in fact very important for the Government, in its financial arrangement,It is in fact very important for the Government, in its financial arrangement,It is in fact very important for the Government, in its financial arrangement,It is in fact very important for the Government, in its financial arrangement,

to prepare itself for the deficit.  The Government's way to solve the problems areto prepare itself for the deficit.  The Government's way to solve the problems areto prepare itself for the deficit.  The Government's way to solve the problems areto prepare itself for the deficit.  The Government's way to solve the problems are

just three: to cut public expenditure; to increase taxes and other charges for publicjust three: to cut public expenditure; to increase taxes and other charges for publicjust three: to cut public expenditure; to increase taxes and other charges for publicjust three: to cut public expenditure; to increase taxes and other charges for public

services; and to issue bonds.services; and to issue bonds.services; and to issue bonds.services; and to issue bonds.

But according to the Memorandum of Understanding (MOU) for the new airport, theBut according to the Memorandum of Understanding (MOU) for the new airport, theBut according to the Memorandum of Understanding (MOU) for the new airport, theBut according to the Memorandum of Understanding (MOU) for the new airport, the

Hong Kong Government has agreed to leave to the future SAR Government a fiscal reserveHong Kong Government has agreed to leave to the future SAR Government a fiscal reserveHong Kong Government has agreed to leave to the future SAR Government a fiscal reserveHong Kong Government has agreed to leave to the future SAR Government a fiscal reserve

of $25 billion while the amount of bonds issued by the Government should not exceedof $25 billion while the amount of bonds issued by the Government should not exceedof $25 billion while the amount of bonds issued by the Government should not exceedof $25 billion while the amount of bonds issued by the Government should not exceed

$5 billion. Given the deficit to be incurred by the airport projects which the$5 billion. Given the deficit to be incurred by the airport projects which the$5 billion. Given the deficit to be incurred by the airport projects which the$5 billion. Given the deficit to be incurred by the airport projects which the

Government will have to face in the latter part of the transition period and theGovernment will have to face in the latter part of the transition period and theGovernment will have to face in the latter part of the transition period and theGovernment will have to face in the latter part of the transition period and the

financial constraints within which it will have to operate as laid down in the MOU,financial constraints within which it will have to operate as laid down in the MOU,financial constraints within which it will have to operate as laid down in the MOU,financial constraints within which it will have to operate as laid down in the MOU,

we have reason to believe and worry that the huge expenses of the airport projectswe have reason to believe and worry that the huge expenses of the airport projectswe have reason to believe and worry that the huge expenses of the airport projectswe have reason to believe and worry that the huge expenses of the airport projects

will be passed on to the public.  But can our present taxation system ensure thatwill be passed on to the public.  But can our present taxation system ensure thatwill be passed on to the public.  But can our present taxation system ensure thatwill be passed on to the public.  But can our present taxation system ensure that

these expenses will be passed on to the public in an equitable way?  Can the Governmentthese expenses will be passed on to the public in an equitable way?  Can the Governmentthese expenses will be passed on to the public in an equitable way?  Can the Governmentthese expenses will be passed on to the public in an equitable way?  Can the Government

rely on this system to generate enough income to stabilize our financial outlays?rely on this system to generate enough income to stabilize our financial outlays?rely on this system to generate enough income to stabilize our financial outlays?rely on this system to generate enough income to stabilize our financial outlays?

I have already mentioned factors like economic transformation and the airportI have already mentioned factors like economic transformation and the airportI have already mentioned factors like economic transformation and the airportI have already mentioned factors like economic transformation and the airport

projects.  Lastly, I would like to lay emphasis on another factor, that is, the gapprojects.  Lastly, I would like to lay emphasis on another factor, that is, the gapprojects.  Lastly, I would like to lay emphasis on another factor, that is, the gapprojects.  Lastly, I would like to lay emphasis on another factor, that is, the gap

between the poor and the rich.between the poor and the rich.between the poor and the rich.between the poor and the rich.



Gap between the rich and the poorGap between the rich and the poorGap between the rich and the poorGap between the rich and the poor

One of the main objectives of taxation is to redistribute resouOne of the main objectives of taxation is to redistribute resouOne of the main objectives of taxation is to redistribute resouOne of the main objectives of taxation is to redistribute resources/income withrces/income withrces/income withrces/income with

the object of narrowing the gap between the rich and the poor and of attaining inthe object of narrowing the gap between the rich and the poor and of attaining inthe object of narrowing the gap between the rich and the poor and of attaining inthe object of narrowing the gap between the rich and the poor and of attaining in

the long run  greater social stability.  Is our present system of taxation capablethe long run  greater social stability.  Is our present system of taxation capablethe long run  greater social stability.  Is our present system of taxation capablethe long run  greater social stability.  Is our present system of taxation capable

of reducing the gap between the rich and the poor?  The Government is of the viewof reducing the gap between the rich and the poor?  The Government is of the viewof reducing the gap between the rich and the poor?  The Government is of the viewof reducing the gap between the rich and the poor?  The Government is of the view

that the current tax base is too narrow, and that indirect tax should be raised andthat the current tax base is too narrow, and that indirect tax should be raised andthat the current tax base is too narrow, and that indirect tax should be raised andthat the current tax base is too narrow, and that indirect tax should be raised and

the tax base broadened.  But given that 8% of the salaries taxpayers contribute 56%the tax base broadened.  But given that 8% of the salaries taxpayers contribute 56%the tax base broadened.  But given that 8% of the salaries taxpayers contribute 56%the tax base broadened.  But given that 8% of the salaries taxpayers contribute 56%

to the total salaries tax yield and that one-third of the profits tax is paid by lessto the total salaries tax yield and that one-third of the profits tax is paid by lessto the total salaries tax yield and that one-third of the profits tax is paid by lessto the total salaries tax yield and that one-third of the profits tax is paid by less

than 0.1% of the companies in Hong Kong, some people therefore advocate an expansionthan 0.1% of the companies in Hong Kong, some people therefore advocate an expansionthan 0.1% of the companies in Hong Kong, some people therefore advocate an expansionthan 0.1% of the companies in Hong Kong, some people therefore advocate an expansion

of the tax base.  Yet the gap between the rich and the poor has reached a ratherof the tax base.  Yet the gap between the rich and the poor has reached a ratherof the tax base.  Yet the gap between the rich and the poor has reached a ratherof the tax base.  Yet the gap between the rich and the poor has reached a rather

critical level, as reflected in the Gini coefficient which has jumped from 0.45 incritical level, as reflected in the Gini coefficient which has jumped from 0.45 incritical level, as reflected in the Gini coefficient which has jumped from 0.45 incritical level, as reflected in the Gini coefficient which has jumped from 0.45 in

1981 to 0.48 in 1991, putting  Hong Kong first among the Asian "four little dragons"1981 to 0.48 in 1991, putting  Hong Kong first among the Asian "four little dragons"1981 to 0.48 in 1991, putting  Hong Kong first among the Asian "four little dragons"1981 to 0.48 in 1991, putting  Hong Kong first among the Asian "four little dragons"

in this respect.  Regarding the upsurge in flat prices last year, it has turnedin this respect.  Regarding the upsurge in flat prices last year, it has turnedin this respect.  Regarding the upsurge in flat prices last year, it has turnedin this respect.  Regarding the upsurge in flat prices last year, it has turned

speculators into millionaires or multi-millionaires overnight.  But promptspeculators into millionaires or multi-millionaires overnight.  But promptspeculators into millionaires or multi-millionaires overnight.  But promptspeculators into millionaires or multi-millionaires overnight.  But prompt

adjustment has not been made to our taxation system; the gap between the rich andadjustment has not been made to our taxation system; the gap between the rich andadjustment has not been made to our taxation system; the gap between the rich andadjustment has not been made to our taxation system; the gap between the rich and

the poor is thus further widened in this perverse, speculative environment.  Otherthe poor is thus further widened in this perverse, speculative environment.  Otherthe poor is thus further widened in this perverse, speculative environment.  Otherthe poor is thus further widened in this perverse, speculative environment.  Other

than speculation, inflation has also been a cause for concern.than speculation, inflation has also been a cause for concern.than speculation, inflation has also been a cause for concern.than speculation, inflation has also been a cause for concern.

According to the 1991 Census the median incAccording to the 1991 Census the median incAccording to the 1991 Census the median incAccording to the 1991 Census the median income deriving from main occupation hasome deriving from main occupation hasome deriving from main occupation hasome deriving from main occupation has

risen from $1,516 in 1981 to $5,170 in 1991.  Despite the increase real wage hasrisen from $1,516 in 1981 to $5,170 in 1991.  Despite the increase real wage hasrisen from $1,516 in 1981 to $5,170 in 1991.  Despite the increase real wage hasrisen from $1,516 in 1981 to $5,170 in 1991.  Despite the increase real wage has

dropped because of inflation. The increase has driven the lower and middle incomedropped because of inflation. The increase has driven the lower and middle incomedropped because of inflation. The increase has driven the lower and middle incomedropped because of inflation. The increase has driven the lower and middle income

groups into the tax net.  Statistics show that an additional 200 000 people will begroups into the tax net.  Statistics show that an additional 200 000 people will begroups into the tax net.  Statistics show that an additional 200 000 people will begroups into the tax net.  Statistics show that an additional 200 000 people will be

drawn into the tax net this year.  In respect of the Government's fiscal arrangements,drawn into the tax net this year.  In respect of the Government's fiscal arrangements,drawn into the tax net this year.  In respect of the Government's fiscal arrangements,drawn into the tax net this year.  In respect of the Government's fiscal arrangements,

we are of the view  that government subsidies to welfare services have been on thewe are of the view  that government subsidies to welfare services have been on thewe are of the view  that government subsidies to welfare services have been on thewe are of the view  that government subsidies to welfare services have been on the

decline.  Medical and housing expenses, which constitute the basic householddecline.  Medical and housing expenses, which constitute the basic householddecline.  Medical and housing expenses, which constitute the basic householddecline.  Medical and housing expenses, which constitute the basic household

expenditure, rise sharply as a result of a greater degree of privatization, furtherexpenditure, rise sharply as a result of a greater degree of privatization, furtherexpenditure, rise sharply as a result of a greater degree of privatization, furtherexpenditure, rise sharply as a result of a greater degree of privatization, further

adding to the burden of the public.  It has been reported that -- and many Membersadding to the burden of the public.  It has been reported that -- and many Membersadding to the burden of the public.  It has been reported that -- and many Membersadding to the burden of the public.  It has been reported that -- and many Members

said so a while ago -- the real wage of the people of Hong Kong has increasedsaid so a while ago -- the real wage of the people of Hong Kong has increasedsaid so a while ago -- the real wage of the people of Hong Kong has increasedsaid so a while ago -- the real wage of the people of Hong Kong has increased

considerably.  But in my constituency, Kowloon West, people's livelihood has not muchconsiderably.  But in my constituency, Kowloon West, people's livelihood has not muchconsiderably.  But in my constituency, Kowloon West, people's livelihood has not muchconsiderably.  But in my constituency, Kowloon West, people's livelihood has not much

improved, particularly those who are not living in public housing estates.  Forimproved, particularly those who are not living in public housing estates.  Forimproved, particularly those who are not living in public housing estates.  Forimproved, particularly those who are not living in public housing estates.  For

example, residents of the old urban districts of Mong Kok and Yau Tsim have to faceexample, residents of the old urban districts of Mong Kok and Yau Tsim have to faceexample, residents of the old urban districts of Mong Kok and Yau Tsim have to faceexample, residents of the old urban districts of Mong Kok and Yau Tsim have to face

high inflation, high rent and substantial transport and living expenses.  If anyonehigh inflation, high rent and substantial transport and living expenses.  If anyonehigh inflation, high rent and substantial transport and living expenses.  If anyonehigh inflation, high rent and substantial transport and living expenses.  If anyone

has any doubt, may I invite them to come to my constituency and meet with myhas any doubt, may I invite them to come to my constituency and meet with myhas any doubt, may I invite them to come to my constituency and meet with myhas any doubt, may I invite them to come to my constituency and meet with my

constituents; then they will get the true picture.  As a matter of fact, for theconstituents; then they will get the true picture.  As a matter of fact, for theconstituents; then they will get the true picture.  As a matter of fact, for theconstituents; then they will get the true picture.  As a matter of fact, for the

capitalists or big businessmen, they may have a better understanding of the wholecapitalists or big businessmen, they may have a better understanding of the wholecapitalists or big businessmen, they may have a better understanding of the wholecapitalists or big businessmen, they may have a better understanding of the whole

situation if they care to talk with the workers.situation if they care to talk with the workers.situation if they care to talk with the workers.situation if they care to talk with the workers.



I think it is urgent and imperative to review comprehensively the tax system.I think it is urgent and imperative to review comprehensively the tax system.I think it is urgent and imperative to review comprehensively the tax system.I think it is urgent and imperative to review comprehensively the tax system.

There are arguments that such a review will undermine investors' confidence.  ButThere are arguments that such a review will undermine investors' confidence.  ButThere are arguments that such a review will undermine investors' confidence.  ButThere are arguments that such a review will undermine investors' confidence.  But

concern should also be given to the sufferings of the lower and middle income groups.concern should also be given to the sufferings of the lower and middle income groups.concern should also be given to the sufferings of the lower and middle income groups.concern should also be given to the sufferings of the lower and middle income groups.

In the long term I think investors will look at the overall tax structure to decideIn the long term I think investors will look at the overall tax structure to decideIn the long term I think investors will look at the overall tax structure to decideIn the long term I think investors will look at the overall tax structure to decide

whether Hong Kong is a suitable place for investment.  Other than taxation, we havewhether Hong Kong is a suitable place for investment.  Other than taxation, we havewhether Hong Kong is a suitable place for investment.  Other than taxation, we havewhether Hong Kong is a suitable place for investment.  Other than taxation, we have

attractions to investment.  A number of Members have quoted the figures from theattractions to investment.  A number of Members have quoted the figures from theattractions to investment.  A number of Members have quoted the figures from theattractions to investment.  A number of Members have quoted the figures from the

survey report by the Industry Department which I do not intend to repeat.  To thesurvey report by the Industry Department which I do not intend to repeat.  To thesurvey report by the Industry Department which I do not intend to repeat.  To thesurvey report by the Industry Department which I do not intend to repeat.  To the

investors factors like infrastructural and other institutional  facilities are ofinvestors factors like infrastructural and other institutional  facilities are ofinvestors factors like infrastructural and other institutional  facilities are ofinvestors factors like infrastructural and other institutional  facilities are of

greater concern than merely the tax system.greater concern than merely the tax system.greater concern than merely the tax system.greater concern than merely the tax system.

The Government has suffered considerable loss in tax income in the form of taxThe Government has suffered considerable loss in tax income in the form of taxThe Government has suffered considerable loss in tax income in the form of taxThe Government has suffered considerable loss in tax income in the form of tax

evasion and tax avoidance.  In the event of an overhaul of the tax system, theevasion and tax avoidance.  In the event of an overhaul of the tax system, theevasion and tax avoidance.  In the event of an overhaul of the tax system, theevasion and tax avoidance.  In the event of an overhaul of the tax system, the

Government must legislate against such behaviour.Government must legislate against such behaviour.Government must legislate against such behaviour.Government must legislate against such behaviour.

In view of the economic transformation, the airport projects, the gap betweenIn view of the economic transformation, the airport projects, the gap betweenIn view of the economic transformation, the airport projects, the gap betweenIn view of the economic transformation, the airport projects, the gap between

the rich and the poor, changes in the political, economic and social systems in thethe rich and the poor, changes in the political, economic and social systems in thethe rich and the poor, changes in the political, economic and social systems in thethe rich and the poor, changes in the political, economic and social systems in the

past decade and the anticipated problems to be encountered in the future, the UDHKpast decade and the anticipated problems to be encountered in the future, the UDHKpast decade and the anticipated problems to be encountered in the future, the UDHKpast decade and the anticipated problems to be encountered in the future, the UDHK

will support any comprehensive tax review with particular regard given to thewill support any comprehensive tax review with particular regard given to thewill support any comprehensive tax review with particular regard given to thewill support any comprehensive tax review with particular regard given to the

interests of the middle and lower income groups.interests of the middle and lower income groups.interests of the middle and lower income groups.interests of the middle and lower income groups.

A number of Members have already spoken on this topic.  I was most disappointedA number of Members have already spoken on this topic.  I was most disappointedA number of Members have already spoken on this topic.  I was most disappointedA number of Members have already spoken on this topic.  I was most disappointed

after listening to the Financial Secretary's speech.  Sir Philip HADDON-CAVE, whileafter listening to the Financial Secretary's speech.  Sir Philip HADDON-CAVE, whileafter listening to the Financial Secretary's speech.  Sir Philip HADDON-CAVE, whileafter listening to the Financial Secretary's speech.  Sir Philip HADDON-CAVE, while

he was the Financial Secretary, mentioned four basic principles in 1978 and 1980 whichhe was the Financial Secretary, mentioned four basic principles in 1978 and 1980 whichhe was the Financial Secretary, mentioned four basic principles in 1978 and 1980 whichhe was the Financial Secretary, mentioned four basic principles in 1978 and 1980 which

were referred to by Prof Edward CHEN a while ago.  Our Financial Secretary also spokewere referred to by Prof Edward CHEN a while ago.  Our Financial Secretary also spokewere referred to by Prof Edward CHEN a while ago.  Our Financial Secretary also spokewere referred to by Prof Edward CHEN a while ago.  Our Financial Secretary also spoke

of four principles but without mentioning the principle of equity.  Prof CHEN wasof four principles but without mentioning the principle of equity.  Prof CHEN wasof four principles but without mentioning the principle of equity.  Prof CHEN wasof four principles but without mentioning the principle of equity.  Prof CHEN was

very worried that the principle of equity would be accorded a low priority.  But whatvery worried that the principle of equity would be accorded a low priority.  But whatvery worried that the principle of equity would be accorded a low priority.  But whatvery worried that the principle of equity would be accorded a low priority.  But what

disappointed me most was that the Financial Secretary had simply left out equity fromdisappointed me most was that the Financial Secretary had simply left out equity fromdisappointed me most was that the Financial Secretary had simply left out equity fromdisappointed me most was that the Financial Secretary had simply left out equity from

his four principles. The arguments the Financial Secretary gave in his speech includehis four principles. The arguments the Financial Secretary gave in his speech includehis four principles. The arguments the Financial Secretary gave in his speech includehis four principles. The arguments the Financial Secretary gave in his speech include

the fact that half of the labour force do not have to pay salaries tax.  But how arethe fact that half of the labour force do not have to pay salaries tax.  But how arethe fact that half of the labour force do not have to pay salaries tax.  But how arethe fact that half of the labour force do not have to pay salaries tax.  But how are

they supposed to pay tax out of an extremely low income?  In my view, if someone isthey supposed to pay tax out of an extremely low income?  In my view, if someone isthey supposed to pay tax out of an extremely low income?  In my view, if someone isthey supposed to pay tax out of an extremely low income?  In my view, if someone is

intent on reform  the reasons he will advance for it will be plenty; if someone isintent on reform  the reasons he will advance for it will be plenty; if someone isintent on reform  the reasons he will advance for it will be plenty; if someone isintent on reform  the reasons he will advance for it will be plenty; if someone is

against reform he will  label it as radical or drastic thinking.  Many Members wereagainst reform he will  label it as radical or drastic thinking.  Many Members wereagainst reform he will  label it as radical or drastic thinking.  Many Members wereagainst reform he will  label it as radical or drastic thinking.  Many Members were

of the view that the debate should concentrate on the technical aspects, and in noof the view that the debate should concentrate on the technical aspects, and in noof the view that the debate should concentrate on the technical aspects, and in noof the view that the debate should concentrate on the technical aspects, and in no

way should we politicize the matter. With regard to this, I should say Mr ARCULLIway should we politicize the matter. With regard to this, I should say Mr ARCULLIway should we politicize the matter. With regard to this, I should say Mr ARCULLIway should we politicize the matter. With regard to this, I should say Mr ARCULLI

has been honest enough to admit that all matters are political in nature.  But ifhas been honest enough to admit that all matters are political in nature.  But ifhas been honest enough to admit that all matters are political in nature.  But ifhas been honest enough to admit that all matters are political in nature.  But if

we follow the advice of Members and dwell mainly on the technical aspects, then thewe follow the advice of Members and dwell mainly on the technical aspects, then thewe follow the advice of Members and dwell mainly on the technical aspects, then thewe follow the advice of Members and dwell mainly on the technical aspects, then the

impact of this debate will not be so great. But to be honest, if it is argued that,impact of this debate will not be so great. But to be honest, if it is argued that,impact of this debate will not be so great. But to be honest, if it is argued that,impact of this debate will not be so great. But to be honest, if it is argued that,



given the present circumstances, it would be inappropriate to effect social reformgiven the present circumstances, it would be inappropriate to effect social reformgiven the present circumstances, it would be inappropriate to effect social reformgiven the present circumstances, it would be inappropriate to effect social reform

by way of a political driving force, I would say that investors themselves alsoby way of a political driving force, I would say that investors themselves alsoby way of a political driving force, I would say that investors themselves alsoby way of a political driving force, I would say that investors themselves also

constitute a powerful political force.  If it is considered that political forcesconstitute a powerful political force.  If it is considered that political forcesconstitute a powerful political force.  If it is considered that political forcesconstitute a powerful political force.  If it is considered that political forces

will undermine investors' confidence, perhaps we may opt for a widely representedwill undermine investors' confidence, perhaps we may opt for a widely representedwill undermine investors' confidence, perhaps we may opt for a widely representedwill undermine investors' confidence, perhaps we may opt for a widely represented

tax review committee to go for reform.  Otherwise we would be just covering up thetax review committee to go for reform.  Otherwise we would be just covering up thetax review committee to go for reform.  Otherwise we would be just covering up thetax review committee to go for reform.  Otherwise we would be just covering up the

fact that investors are covertly pushing for changes including a number of changesfact that investors are covertly pushing for changes including a number of changesfact that investors are covertly pushing for changes including a number of changesfact that investors are covertly pushing for changes including a number of changes

in the past.  Many Members and also members from the business sector have shown theirin the past.  Many Members and also members from the business sector have shown theirin the past.  Many Members and also members from the business sector have shown theirin the past.  Many Members and also members from the business sector have shown their

support for increasing the personal tax allowances.  For many years, they have beensupport for increasing the personal tax allowances.  For many years, they have beensupport for increasing the personal tax allowances.  For many years, they have beensupport for increasing the personal tax allowances.  For many years, they have been

using their influence to effect changes, unknown to the public though.using their influence to effect changes, unknown to the public though.using their influence to effect changes, unknown to the public though.using their influence to effect changes, unknown to the public though.

 Some  Some  Some  Some Members also said we should not care only how the pie is to be divided;Members also said we should not care only how the pie is to be divided;Members also said we should not care only how the pie is to be divided;Members also said we should not care only how the pie is to be divided;

we should instead aim at a bigger pie.  To this end, we should encourage investment.we should instead aim at a bigger pie.  To this end, we should encourage investment.we should instead aim at a bigger pie.  To this end, we should encourage investment.we should instead aim at a bigger pie.  To this end, we should encourage investment.

But could I ask if the public has indeed had a share in the fruits of prosperity givenBut could I ask if the public has indeed had a share in the fruits of prosperity givenBut could I ask if the public has indeed had a share in the fruits of prosperity givenBut could I ask if the public has indeed had a share in the fruits of prosperity given

that the pie has grown in size in recent years?  Under the present revenue policythat the pie has grown in size in recent years?  Under the present revenue policythat the pie has grown in size in recent years?  Under the present revenue policythat the pie has grown in size in recent years?  Under the present revenue policy

is it possible to generate more tax income?  This is a point that needs to be reviewed.is it possible to generate more tax income?  This is a point that needs to be reviewed.is it possible to generate more tax income?  This is a point that needs to be reviewed.is it possible to generate more tax income?  This is a point that needs to be reviewed.

Many Members said in their speeches that a review was not necessary; but in someMany Members said in their speeches that a review was not necessary; but in someMany Members said in their speeches that a review was not necessary; but in someMany Members said in their speeches that a review was not necessary; but in some

other speeches the view was expressed that certain areas needed to be addressed.  Weother speeches the view was expressed that certain areas needed to be addressed.  Weother speeches the view was expressed that certain areas needed to be addressed.  Weother speeches the view was expressed that certain areas needed to be addressed.  We

have already spoken a lot on tax varieties and sources and rates of taxation.  Ifhave already spoken a lot on tax varieties and sources and rates of taxation.  Ifhave already spoken a lot on tax varieties and sources and rates of taxation.  Ifhave already spoken a lot on tax varieties and sources and rates of taxation.  If

we decide in today's debate that there is no need for a review, we are in fact refusingwe decide in today's debate that there is no need for a review, we are in fact refusingwe decide in today's debate that there is no need for a review, we are in fact refusingwe decide in today's debate that there is no need for a review, we are in fact refusing

to accept the reality that the need indeed exists.to accept the reality that the need indeed exists.to accept the reality that the need indeed exists.to accept the reality that the need indeed exists.

Mr Deputy President, I support Mr Frederick FUNG's motion.Mr Deputy President, I support Mr Frederick FUNG's motion.Mr Deputy President, I support Mr Frederick FUNG's motion.Mr Deputy President, I support Mr Frederick FUNG's motion.

DR YEUNG SUM (in Cantonese): Mr Deputy President, my speech is mainly a response toDR YEUNG SUM (in Cantonese): Mr Deputy President, my speech is mainly a response toDR YEUNG SUM (in Cantonese): Mr Deputy President, my speech is mainly a response toDR YEUNG SUM (in Cantonese): Mr Deputy President, my speech is mainly a response to

the arguments put forth by the Co-operative Resources Centre in relation to Mr Fredthe arguments put forth by the Co-operative Resources Centre in relation to Mr Fredthe arguments put forth by the Co-operative Resources Centre in relation to Mr Fredthe arguments put forth by the Co-operative Resources Centre in relation to Mr Fred

LI's motion.  Most members of CRC are against Mr LI's motion on two main grounds.LI's motion.  Most members of CRC are against Mr LI's motion on two main grounds.LI's motion.  Most members of CRC are against Mr LI's motion on two main grounds.LI's motion.  Most members of CRC are against Mr LI's motion on two main grounds.

Firstly, they consider the wordings of Mr LI's motion vague, with no clear indicationFirstly, they consider the wordings of Mr LI's motion vague, with no clear indicationFirstly, they consider the wordings of Mr LI's motion vague, with no clear indicationFirstly, they consider the wordings of Mr LI's motion vague, with no clear indication

as to whether the review should be directed at the taxation system or the taxationas to whether the review should be directed at the taxation system or the taxationas to whether the review should be directed at the taxation system or the taxationas to whether the review should be directed at the taxation system or the taxation

policy.  If it is the taxation system that is to be reviewed, the existing Jointpolicy.  If it is the taxation system that is to be reviewed, the existing Jointpolicy.  If it is the taxation system that is to be reviewed, the existing Jointpolicy.  If it is the taxation system that is to be reviewed, the existing Joint

Committee on Taxation can already serve the purpose.  The Administration can, at most,Committee on Taxation can already serve the purpose.  The Administration can, at most,Committee on Taxation can already serve the purpose.  The Administration can, at most,Committee on Taxation can already serve the purpose.  The Administration can, at most,

increase the membership of the Joint Committee.  Secondly, the taxation policy ofincrease the membership of the Joint Committee.  Secondly, the taxation policy ofincrease the membership of the Joint Committee.  Secondly, the taxation policy ofincrease the membership of the Joint Committee.  Secondly, the taxation policy of

Hong Kong has been very successful.  Thus if Mr LI proposes to review the taxationHong Kong has been very successful.  Thus if Mr LI proposes to review the taxationHong Kong has been very successful.  Thus if Mr LI proposes to review the taxationHong Kong has been very successful.  Thus if Mr LI proposes to review the taxation

policy, it is just a waste of time.  They think that any changes in our taxation policy,policy, it is just a waste of time.  They think that any changes in our taxation policy,policy, it is just a waste of time.  They think that any changes in our taxation policy,policy, it is just a waste of time.  They think that any changes in our taxation policy,

such as an substantial increase in taxes will affect the confidence of investors.such as an substantial increase in taxes will affect the confidence of investors.such as an substantial increase in taxes will affect the confidence of investors.such as an substantial increase in taxes will affect the confidence of investors.

Basing on these two arguments, most members of CRC object to the motion of Mr LI.Basing on these two arguments, most members of CRC object to the motion of Mr LI.Basing on these two arguments, most members of CRC object to the motion of Mr LI.Basing on these two arguments, most members of CRC object to the motion of Mr LI.



Mr Deputy President, I think that most members of CRC have clearly and firmlyMr Deputy President, I think that most members of CRC have clearly and firmlyMr Deputy President, I think that most members of CRC have clearly and firmlyMr Deputy President, I think that most members of CRC have clearly and firmly

indicated their opposition against a review on taxation.  Yet, their arguments areindicated their opposition against a review on taxation.  Yet, their arguments areindicated their opposition against a review on taxation.  Yet, their arguments areindicated their opposition against a review on taxation.  Yet, their arguments are

debatable.debatable.debatable.debatable.

Firstly, the Government's last review on taxation matter was conducted in 1976,Firstly, the Government's last review on taxation matter was conducted in 1976,Firstly, the Government's last review on taxation matter was conducted in 1976,Firstly, the Government's last review on taxation matter was conducted in 1976,

which was 16 years ago.  With the lapse of all these years, Hong Kong has now enteredwhich was 16 years ago.  With the lapse of all these years, Hong Kong has now enteredwhich was 16 years ago.  With the lapse of all these years, Hong Kong has now enteredwhich was 16 years ago.  With the lapse of all these years, Hong Kong has now entered

into the latter part of the transitional period.  Our society has experienced greatinto the latter part of the transitional period.  Our society has experienced greatinto the latter part of the transitional period.  Our society has experienced greatinto the latter part of the transitional period.  Our society has experienced great

changes in politics, economy, culture as well as the public's confidence in the future.changes in politics, economy, culture as well as the public's confidence in the future.changes in politics, economy, culture as well as the public's confidence in the future.changes in politics, economy, culture as well as the public's confidence in the future.

The former Financial Secretaries have all adhered to the policy of positive non-The former Financial Secretaries have all adhered to the policy of positive non-The former Financial Secretaries have all adhered to the policy of positive non-The former Financial Secretaries have all adhered to the policy of positive non-

intervention. Yet our incumbent Financial Secretary has openly indicated that heintervention. Yet our incumbent Financial Secretary has openly indicated that heintervention. Yet our incumbent Financial Secretary has openly indicated that heintervention. Yet our incumbent Financial Secretary has openly indicated that he

holds different stands on this policy.  As the trend of the time has changed, it isholds different stands on this policy.  As the trend of the time has changed, it isholds different stands on this policy.  As the trend of the time has changed, it isholds different stands on this policy.  As the trend of the time has changed, it is

only wise to accommodate oneself to the new situation and review on the existing systemonly wise to accommodate oneself to the new situation and review on the existing systemonly wise to accommodate oneself to the new situation and review on the existing systemonly wise to accommodate oneself to the new situation and review on the existing system

and policy.  Review does not necessarily mean an abolition of all systems and policiesand policy.  Review does not necessarily mean an abolition of all systems and policiesand policy.  Review does not necessarily mean an abolition of all systems and policiesand policy.  Review does not necessarily mean an abolition of all systems and policies

in existence, rather it brings the present system more in line with the new socialin existence, rather it brings the present system more in line with the new socialin existence, rather it brings the present system more in line with the new socialin existence, rather it brings the present system more in line with the new social

environment and needs.environment and needs.environment and needs.environment and needs.

Judging from the social perspective of today, the existing Joint Committee onJudging from the social perspective of today, the existing Joint Committee onJudging from the social perspective of today, the existing Joint Committee onJudging from the social perspective of today, the existing Joint Committee on

Taxation is problematic.  Firstly, the composition of the Joint Committee attachesTaxation is problematic.  Firstly, the composition of the Joint Committee attachesTaxation is problematic.  Firstly, the composition of the Joint Committee attachesTaxation is problematic.  Firstly, the composition of the Joint Committee attaches

too much importance on representatives from functional groups.  As we all know,too much importance on representatives from functional groups.  As we all know,too much importance on representatives from functional groups.  As we all know,too much importance on representatives from functional groups.  As we all know,

functional groups have their own specific interests.  In fact, Legislativefunctional groups have their own specific interests.  In fact, Legislativefunctional groups have their own specific interests.  In fact, Legislativefunctional groups have their own specific interests.  In fact, Legislative

Councillors are very much concerned with the question of conflicts of interests andCouncillors are very much concerned with the question of conflicts of interests andCouncillors are very much concerned with the question of conflicts of interests andCouncillors are very much concerned with the question of conflicts of interests and

roles of Members.  I believe that conflicts of interests and roles are inevitableroles of Members.  I believe that conflicts of interests and roles are inevitableroles of Members.  I believe that conflicts of interests and roles are inevitableroles of Members.  I believe that conflicts of interests and roles are inevitable

in the Joint Committee.  No problems will probably be identified regarding thein the Joint Committee.  No problems will probably be identified regarding thein the Joint Committee.  No problems will probably be identified regarding thein the Joint Committee.  No problems will probably be identified regarding the

composition of the Joint Committee in the political context of the 1970s.  However,composition of the Joint Committee in the political context of the 1970s.  However,composition of the Joint Committee in the political context of the 1970s.  However,composition of the Joint Committee in the political context of the 1970s.  However,

problems arise against the present political background. Secondly, the Jointproblems arise against the present political background. Secondly, the Jointproblems arise against the present political background. Secondly, the Jointproblems arise against the present political background. Secondly, the Joint

Committee serves as an advisory body to the Financial Secretary.  Its members do notCommittee serves as an advisory body to the Financial Secretary.  Its members do notCommittee serves as an advisory body to the Financial Secretary.  Its members do notCommittee serves as an advisory body to the Financial Secretary.  Its members do not

represent a wide sector of the community and its operation is in want of accountabilityrepresent a wide sector of the community and its operation is in want of accountabilityrepresent a wide sector of the community and its operation is in want of accountabilityrepresent a wide sector of the community and its operation is in want of accountability

and transparency.  In the past, the Joint Committee has seldom consulted the publicand transparency.  In the past, the Joint Committee has seldom consulted the publicand transparency.  In the past, the Joint Committee has seldom consulted the publicand transparency.  In the past, the Joint Committee has seldom consulted the public

and rarely would it disclose the findings of the review.  At present, the communityand rarely would it disclose the findings of the review.  At present, the communityand rarely would it disclose the findings of the review.  At present, the communityand rarely would it disclose the findings of the review.  At present, the community

in general demand the Administration to be responsible and accountable to the public.in general demand the Administration to be responsible and accountable to the public.in general demand the Administration to be responsible and accountable to the public.in general demand the Administration to be responsible and accountable to the public.

At present, most of the Legislative Council ad hoc groups, standing committees, OMELCOAt present, most of the Legislative Council ad hoc groups, standing committees, OMELCOAt present, most of the Legislative Council ad hoc groups, standing committees, OMELCOAt present, most of the Legislative Council ad hoc groups, standing committees, OMELCO

In-House Meeting and policy groups, Legislative Council In-House Meetings, and soIn-House Meeting and policy groups, Legislative Council In-House Meetings, and soIn-House Meeting and policy groups, Legislative Council In-House Meetings, and soIn-House Meeting and policy groups, Legislative Council In-House Meetings, and so

on, would release to the public results of their deliberations.  Some of these groupson, would release to the public results of their deliberations.  Some of these groupson, would release to the public results of their deliberations.  Some of these groupson, would release to the public results of their deliberations.  Some of these groups

would even conduct their meetings openly.  Thus, the present political climate callswould even conduct their meetings openly.  Thus, the present political climate callswould even conduct their meetings openly.  Thus, the present political climate callswould even conduct their meetings openly.  Thus, the present political climate calls

for the establishment of an independent and widely represented tax review committeefor the establishment of an independent and widely represented tax review committeefor the establishment of an independent and widely represented tax review committeefor the establishment of an independent and widely represented tax review committee

to review the taxation policy of Hong Kong.  As the public is getting more aware ofto review the taxation policy of Hong Kong.  As the public is getting more aware ofto review the taxation policy of Hong Kong.  As the public is getting more aware ofto review the taxation policy of Hong Kong.  As the public is getting more aware of

the Government's administration, the setting up of a tax review committee as proposedthe Government's administration, the setting up of a tax review committee as proposedthe Government's administration, the setting up of a tax review committee as proposedthe Government's administration, the setting up of a tax review committee as proposed

by Mr LI will only attract more support from the public towards the tax policy.  Whenby Mr LI will only attract more support from the public towards the tax policy.  Whenby Mr LI will only attract more support from the public towards the tax policy.  Whenby Mr LI will only attract more support from the public towards the tax policy.  When



compared with the political climate of the 1970s, the public has now showed greatercompared with the political climate of the 1970s, the public has now showed greatercompared with the political climate of the 1970s, the public has now showed greatercompared with the political climate of the 1970s, the public has now showed greater

concern and higher expectation of the Government.  Therefore, Members of the Councilconcern and higher expectation of the Government.  Therefore, Members of the Councilconcern and higher expectation of the Government.  Therefore, Members of the Councilconcern and higher expectation of the Government.  Therefore, Members of the Council

and government officials should adopt an open attitude in considering Mr LI's motionand government officials should adopt an open attitude in considering Mr LI's motionand government officials should adopt an open attitude in considering Mr LI's motionand government officials should adopt an open attitude in considering Mr LI's motion

and should even render their support.and should even render their support.and should even render their support.and should even render their support.

As regards taxation policy, most members of CRC think that any review on theAs regards taxation policy, most members of CRC think that any review on theAs regards taxation policy, most members of CRC think that any review on theAs regards taxation policy, most members of CRC think that any review on the

taxation policy will bring uncertainties to investors.  They are indeed over anxioustaxation policy will bring uncertainties to investors.  They are indeed over anxioustaxation policy will bring uncertainties to investors.  They are indeed over anxioustaxation policy will bring uncertainties to investors.  They are indeed over anxious

and their reaction is nonsensical.  Taxation review does not necessarily lead to aand their reaction is nonsensical.  Taxation review does not necessarily lead to aand their reaction is nonsensical.  Taxation review does not necessarily lead to aand their reaction is nonsensical.  Taxation review does not necessarily lead to a

drastic change of the present taxation policy, such as a hefty increase in taxes.drastic change of the present taxation policy, such as a hefty increase in taxes.drastic change of the present taxation policy, such as a hefty increase in taxes.drastic change of the present taxation policy, such as a hefty increase in taxes.

Maybe, members of CRC are too much influenced by the "free lunch" theory put forwardMaybe, members of CRC are too much influenced by the "free lunch" theory put forwardMaybe, members of CRC are too much influenced by the "free lunch" theory put forwardMaybe, members of CRC are too much influenced by the "free lunch" theory put forward

by advocates of a free economy.  Personally, I think no social sciences theory canby advocates of a free economy.  Personally, I think no social sciences theory canby advocates of a free economy.  Personally, I think no social sciences theory canby advocates of a free economy.  Personally, I think no social sciences theory can

adequately explain a social phenomenon at all times.  If we consider it inappropriateadequately explain a social phenomenon at all times.  If we consider it inappropriateadequately explain a social phenomenon at all times.  If we consider it inappropriateadequately explain a social phenomenon at all times.  If we consider it inappropriate

to treat Marxism and the thinking of MAO Zedong as eternal truths, we should alsoto treat Marxism and the thinking of MAO Zedong as eternal truths, we should alsoto treat Marxism and the thinking of MAO Zedong as eternal truths, we should alsoto treat Marxism and the thinking of MAO Zedong as eternal truths, we should also

not regard the theory of the free economy school as an inviolable truth.  The questionnot regard the theory of the free economy school as an inviolable truth.  The questionnot regard the theory of the free economy school as an inviolable truth.  The questionnot regard the theory of the free economy school as an inviolable truth.  The question

whether and should the Government immutably adopt the theory of the school of freewhether and should the Government immutably adopt the theory of the school of freewhether and should the Government immutably adopt the theory of the school of freewhether and should the Government immutably adopt the theory of the school of free

economy is indeed controversial.  The Financial Secretary Mr MACLEOD has raisedeconomy is indeed controversial.  The Financial Secretary Mr MACLEOD has raisedeconomy is indeed controversial.  The Financial Secretary Mr MACLEOD has raisedeconomy is indeed controversial.  The Financial Secretary Mr MACLEOD has raised

different opinions of the "positive non-intervention policy" as advocated by thedifferent opinions of the "positive non-intervention policy" as advocated by thedifferent opinions of the "positive non-intervention policy" as advocated by thedifferent opinions of the "positive non-intervention policy" as advocated by the

Government.  In fact, the sensible way out is to devise specific solutions to addressGovernment.  In fact, the sensible way out is to devise specific solutions to addressGovernment.  In fact, the sensible way out is to devise specific solutions to addressGovernment.  In fact, the sensible way out is to devise specific solutions to address

specific problems at different time and situation.  As regards the theoretical basis,specific problems at different time and situation.  As regards the theoretical basis,specific problems at different time and situation.  As regards the theoretical basis,specific problems at different time and situation.  As regards the theoretical basis,

it is unscientific to take the theory of any school as an inviolable law or anit is unscientific to take the theory of any school as an inviolable law or anit is unscientific to take the theory of any school as an inviolable law or anit is unscientific to take the theory of any school as an inviolable law or an

administrative guideline.administrative guideline.administrative guideline.administrative guideline.

The stances of various concern groups on taxation are very clear.  Those who areThe stances of various concern groups on taxation are very clear.  Those who areThe stances of various concern groups on taxation are very clear.  Those who areThe stances of various concern groups on taxation are very clear.  Those who are

more objective will definitely not think that the liberals are asking for "freemore objective will definitely not think that the liberals are asking for "freemore objective will definitely not think that the liberals are asking for "freemore objective will definitely not think that the liberals are asking for "free

lunches" and a hefty increase in taxes.  The United Democrats merely ask thelunches" and a hefty increase in taxes.  The United Democrats merely ask thelunches" and a hefty increase in taxes.  The United Democrats merely ask thelunches" and a hefty increase in taxes.  The United Democrats merely ask the

Government to increase the profits tax by 1%.  Is such a demand tantamount to forcingGovernment to increase the profits tax by 1%.  Is such a demand tantamount to forcingGovernment to increase the profits tax by 1%.  Is such a demand tantamount to forcingGovernment to increase the profits tax by 1%.  Is such a demand tantamount to forcing

the Government to give "free lunches" or to encouraging the public to enjoy socialthe Government to give "free lunches" or to encouraging the public to enjoy socialthe Government to give "free lunches" or to encouraging the public to enjoy socialthe Government to give "free lunches" or to encouraging the public to enjoy social

benefits without making any contributions.  The former Financial Secretaries hadbenefits without making any contributions.  The former Financial Secretaries hadbenefits without making any contributions.  The former Financial Secretaries hadbenefits without making any contributions.  The former Financial Secretaries had

once set the profits tax rate at 18.5%.  Later, with a booming economy and a largeonce set the profits tax rate at 18.5%.  Later, with a booming economy and a largeonce set the profits tax rate at 18.5%.  Later, with a booming economy and a largeonce set the profits tax rate at 18.5%.  Later, with a booming economy and a large

surplus, the rate had been lowered to 16.5%.  All that is demanded by the Unitedsurplus, the rate had been lowered to 16.5%.  All that is demanded by the Unitedsurplus, the rate had been lowered to 16.5%.  All that is demanded by the Unitedsurplus, the rate had been lowered to 16.5%.  All that is demanded by the United

Democrats is to increase the rate by one percentage point, that is, 17.5%.  Why doDemocrats is to increase the rate by one percentage point, that is, 17.5%.  Why doDemocrats is to increase the rate by one percentage point, that is, 17.5%.  Why doDemocrats is to increase the rate by one percentage point, that is, 17.5%.  Why do

the United Democrats ask for a 1% increase in profits tax rate?  It is because bythe United Democrats ask for a 1% increase in profits tax rate?  It is because bythe United Democrats ask for a 1% increase in profits tax rate?  It is because bythe United Democrats ask for a 1% increase in profits tax rate?  It is because by

so doing and by increasing the personal allowance to $64,000, people earning threeso doing and by increasing the personal allowance to $64,000, people earning threeso doing and by increasing the personal allowance to $64,000, people earning threeso doing and by increasing the personal allowance to $64,000, people earning three

or four thousand dollars a month can be exempted from paying tax.  Is this requestor four thousand dollars a month can be exempted from paying tax.  Is this requestor four thousand dollars a month can be exempted from paying tax.  Is this requestor four thousand dollars a month can be exempted from paying tax.  Is this request

too demanding?  At a time of high inflation rate and sluggish economic growth, thetoo demanding?  At a time of high inflation rate and sluggish economic growth, thetoo demanding?  At a time of high inflation rate and sluggish economic growth, thetoo demanding?  At a time of high inflation rate and sluggish economic growth, the

wealthy class of Hong Kong can, on one hand, enjoy a lower profits tax rate than manywealthy class of Hong Kong can, on one hand, enjoy a lower profits tax rate than manywealthy class of Hong Kong can, on one hand, enjoy a lower profits tax rate than manywealthy class of Hong Kong can, on one hand, enjoy a lower profits tax rate than many

neighbouring countries, such as Taiwan and Singapore (about 30%) and on the other,neighbouring countries, such as Taiwan and Singapore (about 30%) and on the other,neighbouring countries, such as Taiwan and Singapore (about 30%) and on the other,neighbouring countries, such as Taiwan and Singapore (about 30%) and on the other,

find ways to evade taxes.  The tax affordability and burden of living of other classes,find ways to evade taxes.  The tax affordability and burden of living of other classes,find ways to evade taxes.  The tax affordability and burden of living of other classes,find ways to evade taxes.  The tax affordability and burden of living of other classes,



such as the lower middle class should be taken into consideration as well.  Manysuch as the lower middle class should be taken into consideration as well.  Manysuch as the lower middle class should be taken into consideration as well.  Manysuch as the lower middle class should be taken into consideration as well.  Many

bodies, upon learning that the Financial Secretary may increase the profits tax ratebodies, upon learning that the Financial Secretary may increase the profits tax ratebodies, upon learning that the Financial Secretary may increase the profits tax ratebodies, upon learning that the Financial Secretary may increase the profits tax rate

by 0.5%, openly raise their objection and claim that the confidence of investors wouldby 0.5%, openly raise their objection and claim that the confidence of investors wouldby 0.5%, openly raise their objection and claim that the confidence of investors wouldby 0.5%, openly raise their objection and claim that the confidence of investors would

be affected.  These bodies are behaving in a selfish way and pay no attention to thebe affected.  These bodies are behaving in a selfish way and pay no attention to thebe affected.  These bodies are behaving in a selfish way and pay no attention to thebe affected.  These bodies are behaving in a selfish way and pay no attention to the

common mass.  If this attitude does not change, I anticipate that the internalcommon mass.  If this attitude does not change, I anticipate that the internalcommon mass.  If this attitude does not change, I anticipate that the internalcommon mass.  If this attitude does not change, I anticipate that the internal

conflicts of our society will intensify.  Troubles will be caused definitely not byconflicts of our society will intensify.  Troubles will be caused definitely not byconflicts of our society will intensify.  Troubles will be caused definitely not byconflicts of our society will intensify.  Troubles will be caused definitely not by

the liberals but by the industrial and commercial sector.  Should riots occur inthe liberals but by the industrial and commercial sector.  Should riots occur inthe liberals but by the industrial and commercial sector.  Should riots occur inthe liberals but by the industrial and commercial sector.  Should riots occur in

future, you can recall my words today.future, you can recall my words today.future, you can recall my words today.future, you can recall my words today.

Mr Deputy President, the United Democrats support a simple taxation system andMr Deputy President, the United Democrats support a simple taxation system andMr Deputy President, the United Democrats support a simple taxation system andMr Deputy President, the United Democrats support a simple taxation system and

a low tax rate.  If there is a need to revise the tax rate, the effect on our exportinga low tax rate.  If there is a need to revise the tax rate, the effect on our exportinga low tax rate.  If there is a need to revise the tax rate, the effect on our exportinga low tax rate.  If there is a need to revise the tax rate, the effect on our exporting

competitiveness should be taken into consideration.  That is to say, in view thatcompetitiveness should be taken into consideration.  That is to say, in view thatcompetitiveness should be taken into consideration.  That is to say, in view thatcompetitiveness should be taken into consideration.  That is to say, in view that

the present profits tax rate of Taiwan and Singapore stand at 30%, we should notthe present profits tax rate of Taiwan and Singapore stand at 30%, we should notthe present profits tax rate of Taiwan and Singapore stand at 30%, we should notthe present profits tax rate of Taiwan and Singapore stand at 30%, we should not

increase our profits tax rate to such a high level which would strike a blow to ourincrease our profits tax rate to such a high level which would strike a blow to ourincrease our profits tax rate to such a high level which would strike a blow to ourincrease our profits tax rate to such a high level which would strike a blow to our

competitiveness.competitiveness.competitiveness.competitiveness.

Economic dEconomic dEconomic dEconomic development is very important to Hong Kong.  However, economicevelopment is very important to Hong Kong.  However, economicevelopment is very important to Hong Kong.  However, economicevelopment is very important to Hong Kong.  However, economic

development should mean an improvement of people's livelihood.  Only then can ourdevelopment should mean an improvement of people's livelihood.  Only then can ourdevelopment should mean an improvement of people's livelihood.  Only then can ourdevelopment should mean an improvement of people's livelihood.  Only then can our

society remain stable and the economy further prosper.  In view of the gap betweensociety remain stable and the economy further prosper.  In view of the gap betweensociety remain stable and the economy further prosper.  In view of the gap betweensociety remain stable and the economy further prosper.  In view of the gap between

the rich and the poor and the ever increasing tax burden of the middle income group,the rich and the poor and the ever increasing tax burden of the middle income group,the rich and the poor and the ever increasing tax burden of the middle income group,the rich and the poor and the ever increasing tax burden of the middle income group,

I am in favour of reviewing the taxation system of Hong Kong.  Mr Deputy President,I am in favour of reviewing the taxation system of Hong Kong.  Mr Deputy President,I am in favour of reviewing the taxation system of Hong Kong.  Mr Deputy President,I am in favour of reviewing the taxation system of Hong Kong.  Mr Deputy President,

I support the motion of the Honourable Fred LI and the amended motion of the HonourableI support the motion of the Honourable Fred LI and the amended motion of the HonourableI support the motion of the Honourable Fred LI and the amended motion of the HonourableI support the motion of the Honourable Fred LI and the amended motion of the Honourable

Frederick FUNG.Frederick FUNG.Frederick FUNG.Frederick FUNG.

MR WONG WAI-YIN (in Cantonese): Mr Deputy President, I rise to speak in support ofMR WONG WAI-YIN (in Cantonese): Mr Deputy President, I rise to speak in support ofMR WONG WAI-YIN (in Cantonese): Mr Deputy President, I rise to speak in support ofMR WONG WAI-YIN (in Cantonese): Mr Deputy President, I rise to speak in support of

Mr Fred LI's motion, that is, to urge the Government to set up a committee, with membersMr Fred LI's motion, that is, to urge the Government to set up a committee, with membersMr Fred LI's motion, that is, to urge the Government to set up a committee, with membersMr Fred LI's motion, that is, to urge the Government to set up a committee, with members

representing a wide cross section of the community, to conduct a comprehensive reviewrepresenting a wide cross section of the community, to conduct a comprehensive reviewrepresenting a wide cross section of the community, to conduct a comprehensive reviewrepresenting a wide cross section of the community, to conduct a comprehensive review

of the taxation system in Hong Kong.  My two colleagues from Meeting Point, Mr Fredof the taxation system in Hong Kong.  My two colleagues from Meeting Point, Mr Fredof the taxation system in Hong Kong.  My two colleagues from Meeting Point, Mr Fredof the taxation system in Hong Kong.  My two colleagues from Meeting Point, Mr Fred

LI and Mr TIK Chi-yuen, have already expressed their views on the motion, and manyLI and Mr TIK Chi-yuen, have already expressed their views on the motion, and manyLI and Mr TIK Chi-yuen, have already expressed their views on the motion, and manyLI and Mr TIK Chi-yuen, have already expressed their views on the motion, and many

colleagues have also made their incisive analyses; so I only wish to add a bit tocolleagues have also made their incisive analyses; so I only wish to add a bit tocolleagues have also made their incisive analyses; so I only wish to add a bit tocolleagues have also made their incisive analyses; so I only wish to add a bit to

what they have said.what they have said.what they have said.what they have said.

The eighties saw a period of taxation reform, whether it be in advanced industrialThe eighties saw a period of taxation reform, whether it be in advanced industrialThe eighties saw a period of taxation reform, whether it be in advanced industrialThe eighties saw a period of taxation reform, whether it be in advanced industrial

countries or developing countries.  They have all made changes in their taxationcountries or developing countries.  They have all made changes in their taxationcountries or developing countries.  They have all made changes in their taxationcountries or developing countries.  They have all made changes in their taxation

systems so as to keep pace with their social and economic developments.  The reformsystems so as to keep pace with their social and economic developments.  The reformsystems so as to keep pace with their social and economic developments.  The reformsystems so as to keep pace with their social and economic developments.  The reform

is usually done in three ways.  First, the Government brings up in the Budget taxis usually done in three ways.  First, the Government brings up in the Budget taxis usually done in three ways.  First, the Government brings up in the Budget taxis usually done in three ways.  First, the Government brings up in the Budget tax

reform proposals which will be debated and endorsed by the legislature.  As thereform proposals which will be debated and endorsed by the legislature.  As thereform proposals which will be debated and endorsed by the legislature.  As thereform proposals which will be debated and endorsed by the legislature.  As the



Government is usually made up of a majority party, it is very easy for the proposalsGovernment is usually made up of a majority party, it is very easy for the proposalsGovernment is usually made up of a majority party, it is very easy for the proposalsGovernment is usually made up of a majority party, it is very easy for the proposals

to get through.  But they will have to assess the social and economic impact and itsto get through.  But they will have to assess the social and economic impact and itsto get through.  But they will have to assess the social and economic impact and itsto get through.  But they will have to assess the social and economic impact and its

acceptability to the community.  The impact on the party itself will also have toacceptability to the community.  The impact on the party itself will also have toacceptability to the community.  The impact on the party itself will also have toacceptability to the community.  The impact on the party itself will also have to

be considered.  So this method is seldom used in most countries.  Second, thebe considered.  So this method is seldom used in most countries.  Second, thebe considered.  So this method is seldom used in most countries.  Second, thebe considered.  So this method is seldom used in most countries.  Second, the

Government publishes a consultation paper on taxation reforms.  Experts, concernedGovernment publishes a consultation paper on taxation reforms.  Experts, concernedGovernment publishes a consultation paper on taxation reforms.  Experts, concernedGovernment publishes a consultation paper on taxation reforms.  Experts, concerned

groups and members of the public will be consulted.  The original proposals will thengroups and members of the public will be consulted.  The original proposals will thengroups and members of the public will be consulted.  The original proposals will thengroups and members of the public will be consulted.  The original proposals will then

be amended according to the results of the consultation exercise.  So this isbe amended according to the results of the consultation exercise.  So this isbe amended according to the results of the consultation exercise.  So this isbe amended according to the results of the consultation exercise.  So this is

essentially a form of consultation and negotiation and very often interest groupsessentially a form of consultation and negotiation and very often interest groupsessentially a form of consultation and negotiation and very often interest groupsessentially a form of consultation and negotiation and very often interest groups

will be able to exert influence, and the outcome may be very different from thewill be able to exert influence, and the outcome may be very different from thewill be able to exert influence, and the outcome may be very different from thewill be able to exert influence, and the outcome may be very different from the

original proposals.  In the end it will not be able to achieve the original purpose.original proposals.  In the end it will not be able to achieve the original purpose.original proposals.  In the end it will not be able to achieve the original purpose.original proposals.  In the end it will not be able to achieve the original purpose.

Third, an ad hoc group or an ad hoc committee is set up with terms of referenceThird, an ad hoc group or an ad hoc committee is set up with terms of referenceThird, an ad hoc group or an ad hoc committee is set up with terms of referenceThird, an ad hoc group or an ad hoc committee is set up with terms of reference

specified by the Government.  Professionals, concerned parties and the generalspecified by the Government.  Professionals, concerned parties and the generalspecified by the Government.  Professionals, concerned parties and the generalspecified by the Government.  Professionals, concerned parties and the general

public will be invited to give their views on the proposals.  The recommendationspublic will be invited to give their views on the proposals.  The recommendationspublic will be invited to give their views on the proposals.  The recommendationspublic will be invited to give their views on the proposals.  The recommendations

will be incorporated in a report which will be issued in the form of a White Paper.will be incorporated in a report which will be issued in the form of a White Paper.will be incorporated in a report which will be issued in the form of a White Paper.will be incorporated in a report which will be issued in the form of a White Paper.

It will be presented to a group in the legislature or to an advisory committee madeIt will be presented to a group in the legislature or to an advisory committee madeIt will be presented to a group in the legislature or to an advisory committee madeIt will be presented to a group in the legislature or to an advisory committee made

up of experts from the private sector for deliberation or may be amended by theup of experts from the private sector for deliberation or may be amended by theup of experts from the private sector for deliberation or may be amended by theup of experts from the private sector for deliberation or may be amended by the

relevant government department(s) basing on the results of the deliberations andrelevant government department(s) basing on the results of the deliberations andrelevant government department(s) basing on the results of the deliberations andrelevant government department(s) basing on the results of the deliberations and

consultation before submitting it to the legislature.consultation before submitting it to the legislature.consultation before submitting it to the legislature.consultation before submitting it to the legislature.

Of the three ways mentioned, most countries will choose the third one. Hong KongOf the three ways mentioned, most countries will choose the third one. Hong KongOf the three ways mentioned, most countries will choose the third one. Hong KongOf the three ways mentioned, most countries will choose the third one. Hong Kong

certainly can learn from the experience of these countries  Although no tax reformscertainly can learn from the experience of these countries  Although no tax reformscertainly can learn from the experience of these countries  Although no tax reformscertainly can learn from the experience of these countries  Although no tax reforms

have ever been made in Hong Kong, the review of the Inland Revenue Ordinance is nothinghave ever been made in Hong Kong, the review of the Inland Revenue Ordinance is nothinghave ever been made in Hong Kong, the review of the Inland Revenue Ordinance is nothinghave ever been made in Hong Kong, the review of the Inland Revenue Ordinance is nothing

new to us.  We have had three reviews on the Inland Revenue Ordinance in 1952-54,new to us.  We have had three reviews on the Inland Revenue Ordinance in 1952-54,new to us.  We have had three reviews on the Inland Revenue Ordinance in 1952-54,new to us.  We have had three reviews on the Inland Revenue Ordinance in 1952-54,

1966-67 and 1976 respectively. On each of these three occasions, an Inland Revenue1966-67 and 1976 respectively. On each of these three occasions, an Inland Revenue1966-67 and 1976 respectively. On each of these three occasions, an Inland Revenue1966-67 and 1976 respectively. On each of these three occasions, an Inland Revenue

Review Committee (hereinafter referred to as Review Committee) was set up.Review Committee (hereinafter referred to as Review Committee) was set up.Review Committee (hereinafter referred to as Review Committee) was set up.Review Committee (hereinafter referred to as Review Committee) was set up.

The three reviews were all related to direct taxes.  In other words, theThe three reviews were all related to direct taxes.  In other words, theThe three reviews were all related to direct taxes.  In other words, theThe three reviews were all related to direct taxes.  In other words, the

Government all along has been adopting the third option I described in carrying outGovernment all along has been adopting the third option I described in carrying outGovernment all along has been adopting the third option I described in carrying outGovernment all along has been adopting the third option I described in carrying out

the tax reforms.  However, the three reviews had its uniqueness.  Firstly, thesethe tax reforms.  However, the three reviews had its uniqueness.  Firstly, thesethe tax reforms.  However, the three reviews had its uniqueness.  Firstly, thesethe tax reforms.  However, the three reviews had its uniqueness.  Firstly, these

reviews only touched on the Inland Revenue Ordinance, that is, the focus was on directreviews only touched on the Inland Revenue Ordinance, that is, the focus was on directreviews only touched on the Inland Revenue Ordinance, that is, the focus was on directreviews only touched on the Inland Revenue Ordinance, that is, the focus was on direct

taxes rather than a comprehensive review of Hong Kong's tax regime.  Indirect taxestaxes rather than a comprehensive review of Hong Kong's tax regime.  Indirect taxestaxes rather than a comprehensive review of Hong Kong's tax regime.  Indirect taxestaxes rather than a comprehensive review of Hong Kong's tax regime.  Indirect taxes

and the relationship between direct and indirect taxes were not covered.  Secondly,and the relationship between direct and indirect taxes were not covered.  Secondly,and the relationship between direct and indirect taxes were not covered.  Secondly,and the relationship between direct and indirect taxes were not covered.  Secondly,

the Government has limited the Review Committee's discussion to the technicalitiesthe Government has limited the Review Committee's discussion to the technicalitiesthe Government has limited the Review Committee's discussion to the technicalitiesthe Government has limited the Review Committee's discussion to the technicalities

of the Ordinance.  Fiscal policies were outside its ambit.  In other words, theof the Ordinance.  Fiscal policies were outside its ambit.  In other words, theof the Ordinance.  Fiscal policies were outside its ambit.  In other words, theof the Ordinance.  Fiscal policies were outside its ambit.  In other words, the

progressivity of the tax rate and the levels of the tax allowances could not be broughtprogressivity of the tax rate and the levels of the tax allowances could not be broughtprogressivity of the tax rate and the levels of the tax allowances could not be broughtprogressivity of the tax rate and the levels of the tax allowances could not be brought

up.  All three Review Committees had expressed their dissatisfaction over theup.  All three Review Committees had expressed their dissatisfaction over theup.  All three Review Committees had expressed their dissatisfaction over theup.  All three Review Committees had expressed their dissatisfaction over the

exclusion of the fiscal policy from the agenda.  The report by the third Reviewexclusion of the fiscal policy from the agenda.  The report by the third Reviewexclusion of the fiscal policy from the agenda.  The report by the third Reviewexclusion of the fiscal policy from the agenda.  The report by the third Review

Committee has raised a lot of policy issues.  They are actually very important andCommittee has raised a lot of policy issues.  They are actually very important andCommittee has raised a lot of policy issues.  They are actually very important andCommittee has raised a lot of policy issues.  They are actually very important and



cannot be avoided.  For example, should the adjustment of personal allowance becannot be avoided.  For example, should the adjustment of personal allowance becannot be avoided.  For example, should the adjustment of personal allowance becannot be avoided.  For example, should the adjustment of personal allowance be

linked to inflation and economic growth?  This brings out the question of tax equity.linked to inflation and economic growth?  This brings out the question of tax equity.linked to inflation and economic growth?  This brings out the question of tax equity.linked to inflation and economic growth?  This brings out the question of tax equity.

Since the level of personal allowance was outside their ambit, the third ReviewSince the level of personal allowance was outside their ambit, the third ReviewSince the level of personal allowance was outside their ambit, the third ReviewSince the level of personal allowance was outside their ambit, the third Review

Committee could only presume that they absolutely believed that the Government wouldCommittee could only presume that they absolutely believed that the Government wouldCommittee could only presume that they absolutely believed that the Government wouldCommittee could only presume that they absolutely believed that the Government would

constantly review the seriousness of tax burden and make appropriate adjustment.constantly review the seriousness of tax burden and make appropriate adjustment.constantly review the seriousness of tax burden and make appropriate adjustment.constantly review the seriousness of tax burden and make appropriate adjustment.

They also stressed that if they did not expect the Government to do so, then theyThey also stressed that if they did not expect the Government to do so, then theyThey also stressed that if they did not expect the Government to do so, then theyThey also stressed that if they did not expect the Government to do so, then they

were obliged and in favour of taking certain opinions into consideration.were obliged and in favour of taking certain opinions into consideration.were obliged and in favour of taking certain opinions into consideration.were obliged and in favour of taking certain opinions into consideration.

Unfortunately, the presumption of the third Review Committee did not materialize.Unfortunately, the presumption of the third Review Committee did not materialize.Unfortunately, the presumption of the third Review Committee did not materialize.Unfortunately, the presumption of the third Review Committee did not materialize.

In other words, the personal allowance was not inflation-indexed, nor was it linkedIn other words, the personal allowance was not inflation-indexed, nor was it linkedIn other words, the personal allowance was not inflation-indexed, nor was it linkedIn other words, the personal allowance was not inflation-indexed, nor was it linked

to economic growth.  A review of our tax regime and taxation policy, therefore, shouldto economic growth.  A review of our tax regime and taxation policy, therefore, shouldto economic growth.  A review of our tax regime and taxation policy, therefore, shouldto economic growth.  A review of our tax regime and taxation policy, therefore, should

be done without delay and there is no way of avoiding it.  Besides, this also involvesbe done without delay and there is no way of avoiding it.  Besides, this also involvesbe done without delay and there is no way of avoiding it.  Besides, this also involvesbe done without delay and there is no way of avoiding it.  Besides, this also involves

the principle of equity of the whole taxation system and the way to promote ourthe principle of equity of the whole taxation system and the way to promote ourthe principle of equity of the whole taxation system and the way to promote ourthe principle of equity of the whole taxation system and the way to promote our

economic growth.economic growth.economic growth.economic growth.

I would like to reiterate the motion proposed by Mr Fred LI of Meeting Point.I would like to reiterate the motion proposed by Mr Fred LI of Meeting Point.I would like to reiterate the motion proposed by Mr Fred LI of Meeting Point.I would like to reiterate the motion proposed by Mr Fred LI of Meeting Point.

There are two important points.  First, it is asking for the setting up of a committeeThere are two important points.  First, it is asking for the setting up of a committeeThere are two important points.  First, it is asking for the setting up of a committeeThere are two important points.  First, it is asking for the setting up of a committee

with wide representation.  The Joint Liaison Committee on Taxation (JLCT) is mainlywith wide representation.  The Joint Liaison Committee on Taxation (JLCT) is mainlywith wide representation.  The Joint Liaison Committee on Taxation (JLCT) is mainlywith wide representation.  The Joint Liaison Committee on Taxation (JLCT) is mainly

made up of members of the commerical, legal and accounting sectors, while economistsmade up of members of the commerical, legal and accounting sectors, while economistsmade up of members of the commerical, legal and accounting sectors, while economistsmade up of members of the commerical, legal and accounting sectors, while economists

and members of the public are not represented.  This shows that the Financialand members of the public are not represented.  This shows that the Financialand members of the public are not represented.  This shows that the Financialand members of the public are not represented.  This shows that the Financial

Secretary has only attached importance to reforms in the legal and technical aspectsSecretary has only attached importance to reforms in the legal and technical aspectsSecretary has only attached importance to reforms in the legal and technical aspectsSecretary has only attached importance to reforms in the legal and technical aspects

of the tax regime in the consultations on tax matters.  Tax equity in economics hasof the tax regime in the consultations on tax matters.  Tax equity in economics hasof the tax regime in the consultations on tax matters.  Tax equity in economics hasof the tax regime in the consultations on tax matters.  Tax equity in economics has

been totally ignored.  If the JLCT was given the task of studying the issue,been totally ignored.  If the JLCT was given the task of studying the issue,been totally ignored.  If the JLCT was given the task of studying the issue,been totally ignored.  If the JLCT was given the task of studying the issue,

inevitably it would focus its attention on  the legal and technical aspects ratherinevitably it would focus its attention on  the legal and technical aspects ratherinevitably it would focus its attention on  the legal and technical aspects ratherinevitably it would focus its attention on  the legal and technical aspects rather

than a comprehensive review of the taxation system.than a comprehensive review of the taxation system.than a comprehensive review of the taxation system.than a comprehensive review of the taxation system.

Mr Peter WONG and Mr Eric LI have given their views in this area already.  MrMr Peter WONG and Mr Eric LI have given their views in this area already.  MrMr Peter WONG and Mr Eric LI have given their views in this area already.  MrMr Peter WONG and Mr Eric LI have given their views in this area already.  Mr

Peter WONG considers that the JLCT is not representative enough, despite the factPeter WONG considers that the JLCT is not representative enough, despite the factPeter WONG considers that the JLCT is not representative enough, despite the factPeter WONG considers that the JLCT is not representative enough, despite the fact

that the members are experts on tax matters.  They are concerned that members mightthat the members are experts on tax matters.  They are concerned that members mightthat the members are experts on tax matters.  They are concerned that members mightthat the members are experts on tax matters.  They are concerned that members might

place their own organizations interests as the objectives of the review.  Mr Ericplace their own organizations interests as the objectives of the review.  Mr Ericplace their own organizations interests as the objectives of the review.  Mr Ericplace their own organizations interests as the objectives of the review.  Mr Eric

LI has also mentioned that the results of the previous review committees did notLI has also mentioned that the results of the previous review committees did notLI has also mentioned that the results of the previous review committees did notLI has also mentioned that the results of the previous review committees did not

produce much change.produce much change.produce much change.produce much change.

The second point I wish to emphasize is thaThe second point I wish to emphasize is thaThe second point I wish to emphasize is thaThe second point I wish to emphasize is that the review must be comprehensive.t the review must be comprehensive.t the review must be comprehensive.t the review must be comprehensive.

We do not want the review to turn into some palliative treatment.  We hope that itWe do not want the review to turn into some palliative treatment.  We hope that itWe do not want the review to turn into some palliative treatment.  We hope that itWe do not want the review to turn into some palliative treatment.  We hope that it

will be comprehensive and macroscopic.  Besides, what we aim at is not just thiswill be comprehensive and macroscopic.  Besides, what we aim at is not just thiswill be comprehensive and macroscopic.  Besides, what we aim at is not just thiswill be comprehensive and macroscopic.  Besides, what we aim at is not just this

year's Budget.year's Budget.year's Budget.year's Budget.

Now I would like to turn to Mr FrederiNow I would like to turn to Mr FrederiNow I would like to turn to Mr FrederiNow I would like to turn to Mr Frederick FUNG's amendment.  Mr FUNG, on a numberck FUNG's amendment.  Mr FUNG, on a numberck FUNG's amendment.  Mr FUNG, on a numberck FUNG's amendment.  Mr FUNG, on a number



of occasions, gave very pertinent remarks on the wording of different motions.  Heof occasions, gave very pertinent remarks on the wording of different motions.  Heof occasions, gave very pertinent remarks on the wording of different motions.  Heof occasions, gave very pertinent remarks on the wording of different motions.  He

is an expert in this field.  However, I would like to express some of my opinions.is an expert in this field.  However, I would like to express some of my opinions.is an expert in this field.  However, I would like to express some of my opinions.is an expert in this field.  However, I would like to express some of my opinions.

I have no intention to challenge Mr FUNG's authority.  I understand that in doingI have no intention to challenge Mr FUNG's authority.  I understand that in doingI have no intention to challenge Mr FUNG's authority.  I understand that in doingI have no intention to challenge Mr FUNG's authority.  I understand that in doing

so, I would probably show off in the presence of an old hand.  Nevertheless, I haveso, I would probably show off in the presence of an old hand.  Nevertheless, I haveso, I would probably show off in the presence of an old hand.  Nevertheless, I haveso, I would probably show off in the presence of an old hand.  Nevertheless, I have

something stuck in my throat which I have to cough it up.  Firstly, Mr FUNG said thatsomething stuck in my throat which I have to cough it up.  Firstly, Mr FUNG said thatsomething stuck in my throat which I have to cough it up.  Firstly, Mr FUNG said thatsomething stuck in my throat which I have to cough it up.  Firstly, Mr FUNG said that

Mr Fred LI's motion has no direction.  I do not know whether Mr FUNG always losesMr Fred LI's motion has no direction.  I do not know whether Mr FUNG always losesMr Fred LI's motion has no direction.  I do not know whether Mr FUNG always losesMr Fred LI's motion has no direction.  I do not know whether Mr FUNG always loses

his direction or he only sets eye on the minor direction without noticing the mainhis direction or he only sets eye on the minor direction without noticing the mainhis direction or he only sets eye on the minor direction without noticing the mainhis direction or he only sets eye on the minor direction without noticing the main

direction.  This motion is asking for the setting up of a committee, with membersdirection.  This motion is asking for the setting up of a committee, with membersdirection.  This motion is asking for the setting up of a committee, with membersdirection.  This motion is asking for the setting up of a committee, with members

representing a wide cross section of the community, to conduct a comprehensive reviewrepresenting a wide cross section of the community, to conduct a comprehensive reviewrepresenting a wide cross section of the community, to conduct a comprehensive reviewrepresenting a wide cross section of the community, to conduct a comprehensive review

of the taxation system in Hong Kong, and I think the direction is clear enough.  Manyof the taxation system in Hong Kong, and I think the direction is clear enough.  Manyof the taxation system in Hong Kong, and I think the direction is clear enough.  Manyof the taxation system in Hong Kong, and I think the direction is clear enough.  Many

colleagues who spoke before me have urged that attention be given to the lower andcolleagues who spoke before me have urged that attention be given to the lower andcolleagues who spoke before me have urged that attention be given to the lower andcolleagues who spoke before me have urged that attention be given to the lower and

middle income groups or to the industrial and commercial sectors.  Some are for salesmiddle income groups or to the industrial and commercial sectors.  Some are for salesmiddle income groups or to the industrial and commercial sectors.  Some are for salesmiddle income groups or to the industrial and commercial sectors.  Some are for sales

tax, and some are against it.  The views are extremely diverse.  So it is for thistax, and some are against it.  The views are extremely diverse.  So it is for thistax, and some are against it.  The views are extremely diverse.  So it is for thistax, and some are against it.  The views are extremely diverse.  So it is for this

reason that a review must be comprehensive and open, without any constraints norreason that a review must be comprehensive and open, without any constraints norreason that a review must be comprehensive and open, without any constraints norreason that a review must be comprehensive and open, without any constraints nor

conditions.  Here I would like to give an example: A man and a woman are in love andconditions.  Here I would like to give an example: A man and a woman are in love andconditions.  Here I would like to give an example: A man and a woman are in love andconditions.  Here I would like to give an example: A man and a woman are in love and

want to get married but the two families are arguing whether the couple should havewant to get married but the two families are arguing whether the couple should havewant to get married but the two families are arguing whether the couple should havewant to get married but the two families are arguing whether the couple should have

sons or daughters.  So we have this bickering between the two families on whethersons or daughters.  So we have this bickering between the two families on whethersons or daughters.  So we have this bickering between the two families on whethersons or daughters.  So we have this bickering between the two families on whether

they should have sons or daughters instead of discussion on how the marriage shouldthey should have sons or daughters instead of discussion on how the marriage shouldthey should have sons or daughters instead of discussion on how the marriage shouldthey should have sons or daughters instead of discussion on how the marriage should

be arranged.  In fact the initial thing that needs to be done is to discuss how theybe arranged.  In fact the initial thing that needs to be done is to discuss how theybe arranged.  In fact the initial thing that needs to be done is to discuss how theybe arranged.  In fact the initial thing that needs to be done is to discuss how they

should get married and then leave the matter of having sons or daughters sometimeshould get married and then leave the matter of having sons or daughters sometimeshould get married and then leave the matter of having sons or daughters sometimeshould get married and then leave the matter of having sons or daughters sometime

later.  If we keep on arguing on whether they should have sons or daughters, thenlater.  If we keep on arguing on whether they should have sons or daughters, thenlater.  If we keep on arguing on whether they should have sons or daughters, thenlater.  If we keep on arguing on whether they should have sons or daughters, then

probably the marriage might not be made.  So if we want to accommodate the requestsprobably the marriage might not be made.  So if we want to accommodate the requestsprobably the marriage might not be made.  So if we want to accommodate the requestsprobably the marriage might not be made.  So if we want to accommodate the requests

of different sectors, we must first have a committee with members representing a wideof different sectors, we must first have a committee with members representing a wideof different sectors, we must first have a committee with members representing a wideof different sectors, we must first have a committee with members representing a wide

cross section of our community and conduct a comprehensive review.  We should notcross section of our community and conduct a comprehensive review.  We should notcross section of our community and conduct a comprehensive review.  We should notcross section of our community and conduct a comprehensive review.  We should not

put the cart before the horse.  Meanwhile, some members think that the existingput the cart before the horse.  Meanwhile, some members think that the existingput the cart before the horse.  Meanwhile, some members think that the existingput the cart before the horse.  Meanwhile, some members think that the existing

taxation system need not be reviewed.  Should that be the view, then they would thinktaxation system need not be reviewed.  Should that be the view, then they would thinktaxation system need not be reviewed.  Should that be the view, then they would thinktaxation system need not be reviewed.  Should that be the view, then they would think

that the existing JLCT is redundant because what they are doing in fact is reviewingthat the existing JLCT is redundant because what they are doing in fact is reviewingthat the existing JLCT is redundant because what they are doing in fact is reviewingthat the existing JLCT is redundant because what they are doing in fact is reviewing

Hong Kong's taxation system, but the only thing is, they are not doing it in aHong Kong's taxation system, but the only thing is, they are not doing it in aHong Kong's taxation system, but the only thing is, they are not doing it in aHong Kong's taxation system, but the only thing is, they are not doing it in a

comprehensive way.comprehensive way.comprehensive way.comprehensive way.

Mr NG Ming-yum has been my partner for years and unfortunately he is in hospitalMr NG Ming-yum has been my partner for years and unfortunately he is in hospitalMr NG Ming-yum has been my partner for years and unfortunately he is in hospitalMr NG Ming-yum has been my partner for years and unfortunately he is in hospital

and cannot be here today.  I visited him the day before yesterday.  He asked me toand cannot be here today.  I visited him the day before yesterday.  He asked me toand cannot be here today.  I visited him the day before yesterday.  He asked me toand cannot be here today.  I visited him the day before yesterday.  He asked me to

thank Members of this Council, the press and the public for their concern, and atthank Members of this Council, the press and the public for their concern, and atthank Members of this Council, the press and the public for their concern, and atthank Members of this Council, the press and the public for their concern, and at

the same time he is very concerned about today's debate.  This is because to ask forthe same time he is very concerned about today's debate.  This is because to ask forthe same time he is very concerned about today's debate.  This is because to ask forthe same time he is very concerned about today's debate.  This is because to ask for

a review of the taxation system has long been his wish and one of his major targets.a review of the taxation system has long been his wish and one of his major targets.a review of the taxation system has long been his wish and one of his major targets.a review of the taxation system has long been his wish and one of his major targets.

Unfortunately he cannot be here to cast a vote in support of this motion.  Just now,Unfortunately he cannot be here to cast a vote in support of this motion.  Just now,Unfortunately he cannot be here to cast a vote in support of this motion.  Just now,Unfortunately he cannot be here to cast a vote in support of this motion.  Just now,

Mr McGREGOR, running the risk of being pressed and criticized by the Chamber whichMr McGREGOR, running the risk of being pressed and criticized by the Chamber whichMr McGREGOR, running the risk of being pressed and criticized by the Chamber whichMr McGREGOR, running the risk of being pressed and criticized by the Chamber which

he is representing, declared he would abstain from voting.  I express my gratitudehe is representing, declared he would abstain from voting.  I express my gratitudehe is representing, declared he would abstain from voting.  I express my gratitudehe is representing, declared he would abstain from voting.  I express my gratitude



to him on behalf of Mr NG Ming-yum.  Some Members have said that since the Executiveto him on behalf of Mr NG Ming-yum.  Some Members have said that since the Executiveto him on behalf of Mr NG Ming-yum.  Some Members have said that since the Executiveto him on behalf of Mr NG Ming-yum.  Some Members have said that since the Executive

Council has already rejected the proposal, this debate is meaningless.  We have inCouncil has already rejected the proposal, this debate is meaningless.  We have inCouncil has already rejected the proposal, this debate is meaningless.  We have inCouncil has already rejected the proposal, this debate is meaningless.  We have in

this Council nine Executive Council members and since they have to be collectivelythis Council nine Executive Council members and since they have to be collectivelythis Council nine Executive Council members and since they have to be collectivelythis Council nine Executive Council members and since they have to be collectively

responsible for their decisions, probably they will have to act against their ownresponsible for their decisions, probably they will have to act against their ownresponsible for their decisions, probably they will have to act against their ownresponsible for their decisions, probably they will have to act against their own

wishes.  But amongst the Members here, I am sure there are many from the industrialwishes.  But amongst the Members here, I am sure there are many from the industrialwishes.  But amongst the Members here, I am sure there are many from the industrialwishes.  But amongst the Members here, I am sure there are many from the industrial

and commercial sectors who have a conscience and I am sure they will vote as conscienceand commercial sectors who have a conscience and I am sure they will vote as conscienceand commercial sectors who have a conscience and I am sure they will vote as conscienceand commercial sectors who have a conscience and I am sure they will vote as conscience

dictates.  Thank you.dictates.  Thank you.dictates.  Thank you.dictates.  Thank you.

Question on the amendment put.Question on the amendment put.Question on the amendment put.Question on the amendment put.

Voice votes taken.Voice votes taken.Voice votes taken.Voice votes taken.

DEPUTY PRESIDENT:  I think the noes have it.DEPUTY PRESIDENT:  I think the noes have it.DEPUTY PRESIDENT:  I think the noes have it.DEPUTY PRESIDENT:  I think the noes have it.

 MR FREDERICK FUNG (in Cantonese): Could I claim a division? MR FREDERICK FUNG (in Cantonese): Could I claim a division? MR FREDERICK FUNG (in Cantonese): Could I claim a division? MR FREDERICK FUNG (in Cantonese): Could I claim a division?

DEPUTY PRESIDENT:  We will proceed to a division.  The division bell will ring forDEPUTY PRESIDENT:  We will proceed to a division.  The division bell will ring forDEPUTY PRESIDENT:  We will proceed to a division.  The division bell will ring forDEPUTY PRESIDENT:  We will proceed to a division.  The division bell will ring for

three minutes and the division will be held immediately afterwards.  Would Membersthree minutes and the division will be held immediately afterwards.  Would Membersthree minutes and the division will be held immediately afterwards.  Would Membersthree minutes and the division will be held immediately afterwards.  Would Members

please observe order as we are still in session?please observe order as we are still in session?please observe order as we are still in session?please observe order as we are still in session?

DEPUTY PRESIDENT:  The system is now activated.  Would Members therefore pleaseDEPUTY PRESIDENT:  The system is now activated.  Would Members therefore pleaseDEPUTY PRESIDENT:  The system is now activated.  Would Members therefore pleaseDEPUTY PRESIDENT:  The system is now activated.  Would Members therefore please

register their presence and then register their votes if they wish to vote.register their presence and then register their votes if they wish to vote.register their presence and then register their votes if they wish to vote.register their presence and then register their votes if they wish to vote.

DEPUTY PRESIDENT:  Before I declare the result does any Member have any query or wishDEPUTY PRESIDENT:  Before I declare the result does any Member have any query or wishDEPUTY PRESIDENT:  Before I declare the result does any Member have any query or wishDEPUTY PRESIDENT:  Before I declare the result does any Member have any query or wish

to alter his vote?  If not the result will now be displayed.to alter his vote?  If not the result will now be displayed.to alter his vote?  If not the result will now be displayed.to alter his vote?  If not the result will now be displayed.

Mr Martin LEE, Mr PANG Chun-hoi, Mr SZETO Wah, Mr TAM Yiu-chung, Mrs Elsie TU, MrMr Martin LEE, Mr PANG Chun-hoi, Mr SZETO Wah, Mr TAM Yiu-chung, Mrs Elsie TU, MrMr Martin LEE, Mr PANG Chun-hoi, Mr SZETO Wah, Mr TAM Yiu-chung, Mrs Elsie TU, MrMr Martin LEE, Mr PANG Chun-hoi, Mr SZETO Wah, Mr TAM Yiu-chung, Mrs Elsie TU, Mr

Albert CHAN, Mr CHEUNG Man-kwong, Rev FUNG Chi-wood, Mr Frederick FUNG, Mr MichaelAlbert CHAN, Mr CHEUNG Man-kwong, Rev FUNG Chi-wood, Mr Frederick FUNG, Mr MichaelAlbert CHAN, Mr CHEUNG Man-kwong, Rev FUNG Chi-wood, Mr Frederick FUNG, Mr MichaelAlbert CHAN, Mr CHEUNG Man-kwong, Rev FUNG Chi-wood, Mr Frederick FUNG, Mr Michael

HO, Dr HUANG Chen-ya, Mr LAU Chin-shek, Miss Emily LAU, Mr LEE Wing-tat, Mr MANHO, Dr HUANG Chen-ya, Mr LAU Chin-shek, Miss Emily LAU, Mr LEE Wing-tat, Mr MANHO, Dr HUANG Chen-ya, Mr LAU Chin-shek, Miss Emily LAU, Mr LEE Wing-tat, Mr MANHO, Dr HUANG Chen-ya, Mr LAU Chin-shek, Miss Emily LAU, Mr LEE Wing-tat, Mr MAN

Sai-cheong, Mr James TO and Dr YEUNG Sum voted for the amendment.Sai-cheong, Mr James TO and Dr YEUNG Sum voted for the amendment.Sai-cheong, Mr James TO and Dr YEUNG Sum voted for the amendment.Sai-cheong, Mr James TO and Dr YEUNG Sum voted for the amendment.

The Chief Secretary, the Attorney General, the Financial Secretary, Mr Allen LEE,The Chief Secretary, the Attorney General, the Financial Secretary, Mr Allen LEE,The Chief Secretary, the Attorney General, the Financial Secretary, Mr Allen LEE,The Chief Secretary, the Attorney General, the Financial Secretary, Mr Allen LEE,

Mr Stephen CHEONG, Mrs Selina CHOW, Mrs Rita FAN, Mr HUI Yin-fat, Mr NGAI Shiu-kit,Mr Stephen CHEONG, Mrs Selina CHOW, Mrs Rita FAN, Mr HUI Yin-fat, Mr NGAI Shiu-kit,Mr Stephen CHEONG, Mrs Selina CHOW, Mrs Rita FAN, Mr HUI Yin-fat, Mr NGAI Shiu-kit,Mr Stephen CHEONG, Mrs Selina CHOW, Mrs Rita FAN, Mr HUI Yin-fat, Mr NGAI Shiu-kit,

Mr Andrew WONG, Mr LAU Wong-fat, Mr Edward HO, Mr Ronald ARCULLI, Mr Martin BARROW,Mr Andrew WONG, Mr LAU Wong-fat, Mr Edward HO, Mr Ronald ARCULLI, Mr Martin BARROW,Mr Andrew WONG, Mr LAU Wong-fat, Mr Edward HO, Mr Ronald ARCULLI, Mr Martin BARROW,Mr Andrew WONG, Mr LAU Wong-fat, Mr Edward HO, Mr Ronald ARCULLI, Mr Martin BARROW,



Mrs Peggy LAM, Mrs Miriam LAU, Mr LAU Wah-sum, Mr Peter WONG, Mr Vincent CHENG, MrMrs Peggy LAM, Mrs Miriam LAU, Mr LAU Wah-sum, Mr Peter WONG, Mr Vincent CHENG, MrMrs Peggy LAM, Mrs Miriam LAU, Mr LAU Wah-sum, Mr Peter WONG, Mr Vincent CHENG, MrMrs Peggy LAM, Mrs Miriam LAU, Mr LAU Wah-sum, Mr Peter WONG, Mr Vincent CHENG, Mr

Moses CHENG, Mr Marvin CHEUNG, Mr Timothy HA, Mr Simon IP, Dr LAM Kui-chun, Mr GilbertMoses CHENG, Mr Marvin CHEUNG, Mr Timothy HA, Mr Simon IP, Dr LAM Kui-chun, Mr GilbertMoses CHENG, Mr Marvin CHEUNG, Mr Timothy HA, Mr Simon IP, Dr LAM Kui-chun, Mr GilbertMoses CHENG, Mr Marvin CHEUNG, Mr Timothy HA, Mr Simon IP, Dr LAM Kui-chun, Mr Gilbert

LEUNG, Mr Eric LI, Mr Fred LI, Prof Felice LIEH MAK, Mr Steven POON, Mr Henry TANG,LEUNG, Mr Eric LI, Mr Fred LI, Prof Felice LIEH MAK, Mr Steven POON, Mr Henry TANG,LEUNG, Mr Eric LI, Mr Fred LI, Prof Felice LIEH MAK, Mr Steven POON, Mr Henry TANG,LEUNG, Mr Eric LI, Mr Fred LI, Prof Felice LIEH MAK, Mr Steven POON, Mr Henry TANG,

Mr TIK Chi-yuen, Dr Samuel WONG, Dr Philip WONG and Mr WONG Wai-yin voted againstMr TIK Chi-yuen, Dr Samuel WONG, Dr Philip WONG and Mr WONG Wai-yin voted againstMr TIK Chi-yuen, Dr Samuel WONG, Dr Philip WONG and Mr WONG Wai-yin voted againstMr TIK Chi-yuen, Dr Samuel WONG, Dr Philip WONG and Mr WONG Wai-yin voted against

the amendment.the amendment.the amendment.the amendment.

Mr Jimmy McGREGOR, Prof Edward CHEN and Mr CHIM Pui-chung abstained.Mr Jimmy McGREGOR, Prof Edward CHEN and Mr CHIM Pui-chung abstained.Mr Jimmy McGREGOR, Prof Edward CHEN and Mr CHIM Pui-chung abstained.Mr Jimmy McGREGOR, Prof Edward CHEN and Mr CHIM Pui-chung abstained.

THE DEPUTY PRESIDENT announced that there were 17 votes for the amendment, 34 votesTHE DEPUTY PRESIDENT announced that there were 17 votes for the amendment, 34 votesTHE DEPUTY PRESIDENT announced that there were 17 votes for the amendment, 34 votesTHE DEPUTY PRESIDENT announced that there were 17 votes for the amendment, 34 votes

against it and three abstentions.  He then declared that the amendment was negatived.against it and three abstentions.  He then declared that the amendment was negatived.against it and three abstentions.  He then declared that the amendment was negatived.against it and three abstentions.  He then declared that the amendment was negatived.

DEPUTY PRESIDENT:  Mr Fred LI,  do you wish to speak on your motion in reply?DEPUTY PRESIDENT:  Mr Fred LI,  do you wish to speak on your motion in reply?DEPUTY PRESIDENT:  Mr Fred LI,  do you wish to speak on your motion in reply?DEPUTY PRESIDENT:  Mr Fred LI,  do you wish to speak on your motion in reply?

MR FRED LI (in Cantonese): Thank you, Mr Deputy President, I just wish to make a fewMR FRED LI (in Cantonese): Thank you, Mr Deputy President, I just wish to make a fewMR FRED LI (in Cantonese): Thank you, Mr Deputy President, I just wish to make a fewMR FRED LI (in Cantonese): Thank you, Mr Deputy President, I just wish to make a few

remarks.  Being "a new Member" to this Council as suggested by Mr TAM Yiu-chung, Iremarks.  Being "a new Member" to this Council as suggested by Mr TAM Yiu-chung, Iremarks.  Being "a new Member" to this Council as suggested by Mr TAM Yiu-chung, Iremarks.  Being "a new Member" to this Council as suggested by Mr TAM Yiu-chung, I

would like to thank 28 colleagues for giving their valuable opinions.  I would alsowould like to thank 28 colleagues for giving their valuable opinions.  I would alsowould like to thank 28 colleagues for giving their valuable opinions.  I would alsowould like to thank 28 colleagues for giving their valuable opinions.  I would also

like to thank Dr YEUNG Sum for doing part of my reply.like to thank Dr YEUNG Sum for doing part of my reply.like to thank Dr YEUNG Sum for doing part of my reply.like to thank Dr YEUNG Sum for doing part of my reply.

For those who object to the motion, let me summarize their aFor those who object to the motion, let me summarize their aFor those who object to the motion, let me summarize their aFor those who object to the motion, let me summarize their arguments.  Basically,rguments.  Basically,rguments.  Basically,rguments.  Basically,

they point out that our taxation system is simple and the tax rate is low, and thatthey point out that our taxation system is simple and the tax rate is low, and thatthey point out that our taxation system is simple and the tax rate is low, and thatthey point out that our taxation system is simple and the tax rate is low, and that

the taxation system is attractive to investors and has proved to be effective overthe taxation system is attractive to investors and has proved to be effective overthe taxation system is attractive to investors and has proved to be effective overthe taxation system is attractive to investors and has proved to be effective over

the years.  Any substantial review with no possible indication of its findings willthe years.  Any substantial review with no possible indication of its findings willthe years.  Any substantial review with no possible indication of its findings willthe years.  Any substantial review with no possible indication of its findings will

ruin the confidence of investors and jeopardize our stability and prosperity.  And,ruin the confidence of investors and jeopardize our stability and prosperity.  And,ruin the confidence of investors and jeopardize our stability and prosperity.  And,ruin the confidence of investors and jeopardize our stability and prosperity.  And,

many Members are worried about the membership being drawn from a wide cross sectionmany Members are worried about the membership being drawn from a wide cross sectionmany Members are worried about the membership being drawn from a wide cross sectionmany Members are worried about the membership being drawn from a wide cross section

of the community.  They are concerned that the review would be turned into a politicalof the community.  They are concerned that the review would be turned into a politicalof the community.  They are concerned that the review would be turned into a politicalof the community.  They are concerned that the review would be turned into a political

issue by these non-professional members and be dragged on for years before theissue by these non-professional members and be dragged on for years before theissue by these non-professional members and be dragged on for years before theissue by these non-professional members and be dragged on for years before the

exercise could be completed.  These are the basic counter arguments against theexercise could be completed.  These are the basic counter arguments against theexercise could be completed.  These are the basic counter arguments against theexercise could be completed.  These are the basic counter arguments against the

motion in their speeches.  In reply, I would like to reiterate one point which inmotion in their speeches.  In reply, I would like to reiterate one point which inmotion in their speeches.  In reply, I would like to reiterate one point which inmotion in their speeches.  In reply, I would like to reiterate one point which in

fact has been mentioned in my speech.  Taxation would have a bearing on everybodyfact has been mentioned in my speech.  Taxation would have a bearing on everybodyfact has been mentioned in my speech.  Taxation would have a bearing on everybodyfact has been mentioned in my speech.  Taxation would have a bearing on everybody

including the Members and officials in this Chamber.  The review in question is veryincluding the Members and officials in this Chamber.  The review in question is veryincluding the Members and officials in this Chamber.  The review in question is veryincluding the Members and officials in this Chamber.  The review in question is very

technical and no one knows that better than those who are well versed in taxation.technical and no one knows that better than those who are well versed in taxation.technical and no one knows that better than those who are well versed in taxation.technical and no one knows that better than those who are well versed in taxation.

But I learnt from the press that the accounting firms or legal firms with which peopleBut I learnt from the press that the accounting firms or legal firms with which peopleBut I learnt from the press that the accounting firms or legal firms with which peopleBut I learnt from the press that the accounting firms or legal firms with which people

involved in the review of the Inland Revenue Ordinance are working may have a conflictinvolved in the review of the Inland Revenue Ordinance are working may have a conflictinvolved in the review of the Inland Revenue Ordinance are working may have a conflictinvolved in the review of the Inland Revenue Ordinance are working may have a conflict

of interest in relation to the review.  On the other hand, I think that the setupof interest in relation to the review.  On the other hand, I think that the setupof interest in relation to the review.  On the other hand, I think that the setupof interest in relation to the review.  On the other hand, I think that the setup

of the present Joint Liaison Committee on Taxation does not have enough economistsof the present Joint Liaison Committee on Taxation does not have enough economistsof the present Joint Liaison Committee on Taxation does not have enough economistsof the present Joint Liaison Committee on Taxation does not have enough economists



who are conversant with public finance to look at the problem and carry out the review.who are conversant with public finance to look at the problem and carry out the review.who are conversant with public finance to look at the problem and carry out the review.who are conversant with public finance to look at the problem and carry out the review.

As such, we should include in the committee a greater number of  experts, universityAs such, we should include in the committee a greater number of  experts, universityAs such, we should include in the committee a greater number of  experts, universityAs such, we should include in the committee a greater number of  experts, university

professors and lecturers.  On top of that we should involve more people from differentprofessors and lecturers.  On top of that we should involve more people from differentprofessors and lecturers.  On top of that we should involve more people from differentprofessors and lecturers.  On top of that we should involve more people from different

sectors in the review of the taxation system to solicit more views.  The point ofsectors in the review of the taxation system to solicit more views.  The point ofsectors in the review of the taxation system to solicit more views.  The point ofsectors in the review of the taxation system to solicit more views.  The point of

setting up a committee with a wide spectrum of representatives is to enhance thesetting up a committee with a wide spectrum of representatives is to enhance thesetting up a committee with a wide spectrum of representatives is to enhance thesetting up a committee with a wide spectrum of representatives is to enhance the

acceptability of the findings of the review.  Should the review be carried out byacceptability of the findings of the review.  Should the review be carried out byacceptability of the findings of the review.  Should the review be carried out byacceptability of the findings of the review.  Should the review be carried out by

only a handful of experts behind closed door then its credibility will be undermined.only a handful of experts behind closed door then its credibility will be undermined.only a handful of experts behind closed door then its credibility will be undermined.only a handful of experts behind closed door then its credibility will be undermined.

Perhaps I was too straightforward when I said in my speech just now that the reviewPerhaps I was too straightforward when I said in my speech just now that the reviewPerhaps I was too straightforward when I said in my speech just now that the reviewPerhaps I was too straightforward when I said in my speech just now that the review

was politics, and many Members are afraid and wondering whether I am politicizingwas politics, and many Members are afraid and wondering whether I am politicizingwas politics, and many Members are afraid and wondering whether I am politicizingwas politics, and many Members are afraid and wondering whether I am politicizing

the issue or moving the motion with an ulterior motive of canvassing votes.  In fact,the issue or moving the motion with an ulterior motive of canvassing votes.  In fact,the issue or moving the motion with an ulterior motive of canvassing votes.  In fact,the issue or moving the motion with an ulterior motive of canvassing votes.  In fact,

I have made it clear time and again that I have no such intention but, having saidI have made it clear time and again that I have no such intention but, having saidI have made it clear time and again that I have no such intention but, having saidI have made it clear time and again that I have no such intention but, having said

that, I must admit that they have every right to do so.that, I must admit that they have every right to do so.that, I must admit that they have every right to do so.that, I must admit that they have every right to do so.

Over the years, Meeting Point and its members in this Council have been strivingOver the years, Meeting Point and its members in this Council have been strivingOver the years, Meeting Point and its members in this Council have been strivingOver the years, Meeting Point and its members in this Council have been striving

for a comprehensive review of our taxation system without holding prejudiced view,for a comprehensive review of our taxation system without holding prejudiced view,for a comprehensive review of our taxation system without holding prejudiced view,for a comprehensive review of our taxation system without holding prejudiced view,

or showing favouritism toward any sector or class of our society.  So in oppositionor showing favouritism toward any sector or class of our society.  So in oppositionor showing favouritism toward any sector or class of our society.  So in oppositionor showing favouritism toward any sector or class of our society.  So in opposition

to the amendment, we are really running the risk of arousing people's suspicion ofto the amendment, we are really running the risk of arousing people's suspicion ofto the amendment, we are really running the risk of arousing people's suspicion ofto the amendment, we are really running the risk of arousing people's suspicion of

our motive and making them wonder why we raise objection to easing the tax burdenour motive and making them wonder why we raise objection to easing the tax burdenour motive and making them wonder why we raise objection to easing the tax burdenour motive and making them wonder why we raise objection to easing the tax burden

on the lower and middle class.  Our position is that the review must be comprehensiveon the lower and middle class.  Our position is that the review must be comprehensiveon the lower and middle class.  Our position is that the review must be comprehensiveon the lower and middle class.  Our position is that the review must be comprehensive

and carried out in an open, objective and unbiased manner.  After all, if the reviewand carried out in an open, objective and unbiased manner.  After all, if the reviewand carried out in an open, objective and unbiased manner.  After all, if the reviewand carried out in an open, objective and unbiased manner.  After all, if the review

is to be conducted, all of us may be required to pay a little more tax or some peopleis to be conducted, all of us may be required to pay a little more tax or some peopleis to be conducted, all of us may be required to pay a little more tax or some peopleis to be conducted, all of us may be required to pay a little more tax or some people

may have to pay more while some may pay less.  I entirely agree with many Members'may have to pay more while some may pay less.  I entirely agree with many Members'may have to pay more while some may pay less.  I entirely agree with many Members'may have to pay more while some may pay less.  I entirely agree with many Members'

view that "tax" is something one would like to be exempted or to pay less, if possible.view that "tax" is something one would like to be exempted or to pay less, if possible.view that "tax" is something one would like to be exempted or to pay less, if possible.view that "tax" is something one would like to be exempted or to pay less, if possible.

The inference drawn from this view leads one to wonder whether the handful of expertsThe inference drawn from this view leads one to wonder whether the handful of expertsThe inference drawn from this view leads one to wonder whether the handful of expertsThe inference drawn from this view leads one to wonder whether the handful of experts

who are assigned to conduct the review would work for their own interests.who are assigned to conduct the review would work for their own interests.who are assigned to conduct the review would work for their own interests.who are assigned to conduct the review would work for their own interests.

In light of this worry, why cannot the review be launched in a more open fashion?In light of this worry, why cannot the review be launched in a more open fashion?In light of this worry, why cannot the review be launched in a more open fashion?In light of this worry, why cannot the review be launched in a more open fashion?

With an absence of a comprehensive review or a review committee, people's grievances,With an absence of a comprehensive review or a review committee, people's grievances,With an absence of a comprehensive review or a review committee, people's grievances,With an absence of a comprehensive review or a review committee, people's grievances,

which have been displayed by demonstrations when taxation review is mooted or thewhich have been displayed by demonstrations when taxation review is mooted or thewhich have been displayed by demonstrations when taxation review is mooted or thewhich have been displayed by demonstrations when taxation review is mooted or the

Budget is published each year, or the social and class contradiction in our communityBudget is published each year, or the social and class contradiction in our communityBudget is published each year, or the social and class contradiction in our communityBudget is published each year, or the social and class contradiction in our community

will be here to stay even if there is a result in the review.  If technical issueswill be here to stay even if there is a result in the review.  If technical issueswill be here to stay even if there is a result in the review.  If technical issueswill be here to stay even if there is a result in the review.  If technical issues

can only be handled by professionals, then allow me to say that although there arecan only be handled by professionals, then allow me to say that although there arecan only be handled by professionals, then allow me to say that although there arecan only be handled by professionals, then allow me to say that although there are

many Members in this Council, no one is an expert on everything.  None of us in thismany Members in this Council, no one is an expert on everything.  None of us in thismany Members in this Council, no one is an expert on everything.  None of us in thismany Members in this Council, no one is an expert on everything.  None of us in this

Council can say that he or she is well familiar with everything, say, from economics,Council can say that he or she is well familiar with everything, say, from economics,Council can say that he or she is well familiar with everything, say, from economics,Council can say that he or she is well familiar with everything, say, from economics,

transport, to shipping.  But is it necessary for us to have a grasp of knowledge intransport, to shipping.  But is it necessary for us to have a grasp of knowledge intransport, to shipping.  But is it necessary for us to have a grasp of knowledge intransport, to shipping.  But is it necessary for us to have a grasp of knowledge in

certain area before we can get ourselves involved in it?  The answer is negative.certain area before we can get ourselves involved in it?  The answer is negative.certain area before we can get ourselves involved in it?  The answer is negative.certain area before we can get ourselves involved in it?  The answer is negative.

At present many Members of this Council participate in various ad hoc groups to studyAt present many Members of this Council participate in various ad hoc groups to studyAt present many Members of this Council participate in various ad hoc groups to studyAt present many Members of this Council participate in various ad hoc groups to study

various Bills which may not necessarily have anything to do with their expertise norvarious Bills which may not necessarily have anything to do with their expertise norvarious Bills which may not necessarily have anything to do with their expertise norvarious Bills which may not necessarily have anything to do with their expertise nor



familiar to them.  Professionally speaking, they are not qualified to do so.  But,familiar to them.  Professionally speaking, they are not qualified to do so.  But,familiar to them.  Professionally speaking, they are not qualified to do so.  But,familiar to them.  Professionally speaking, they are not qualified to do so.  But,

in fact, they are free to sit on any of the 16 standing panels and other ad hoc groups.in fact, they are free to sit on any of the 16 standing panels and other ad hoc groups.in fact, they are free to sit on any of the 16 standing panels and other ad hoc groups.in fact, they are free to sit on any of the 16 standing panels and other ad hoc groups.

As I see it, with their sound judgement and social links, they are absolutely wellAs I see it, with their sound judgement and social links, they are absolutely wellAs I see it, with their sound judgement and social links, they are absolutely wellAs I see it, with their sound judgement and social links, they are absolutely well

placed to engage themselves in these meaningful commitments.  Meanwhile theplaced to engage themselves in these meaningful commitments.  Meanwhile theplaced to engage themselves in these meaningful commitments.  Meanwhile theplaced to engage themselves in these meaningful commitments.  Meanwhile the

Financial Secretary's speech is even hollower than the speeches of those who opposedFinancial Secretary's speech is even hollower than the speeches of those who opposedFinancial Secretary's speech is even hollower than the speeches of those who opposedFinancial Secretary's speech is even hollower than the speeches of those who opposed

my motion.  While I admire some colleagues who backed up their objection to my motionmy motion.  While I admire some colleagues who backed up their objection to my motionmy motion.  While I admire some colleagues who backed up their objection to my motionmy motion.  While I admire some colleagues who backed up their objection to my motion

on different grounds, the Financial Secretary's response is far from convincing.on different grounds, the Financial Secretary's response is far from convincing.on different grounds, the Financial Secretary's response is far from convincing.on different grounds, the Financial Secretary's response is far from convincing.

Where are the grounds of his objection, after all?  He failed to comment on theWhere are the grounds of his objection, after all?  He failed to comment on theWhere are the grounds of his objection, after all?  He failed to comment on theWhere are the grounds of his objection, after all?  He failed to comment on the

socio-economic changes in the past 15 years, nor the Government's views in thatsocio-economic changes in the past 15 years, nor the Government's views in thatsocio-economic changes in the past 15 years, nor the Government's views in thatsocio-economic changes in the past 15 years, nor the Government's views in that

respect.  Neither did he comment on whether the current taxation system in the comingrespect.  Neither did he comment on whether the current taxation system in the comingrespect.  Neither did he comment on whether the current taxation system in the comingrespect.  Neither did he comment on whether the current taxation system in the coming

decade could fully cope with the colossal expenditures arising from the 10 coredecade could fully cope with the colossal expenditures arising from the 10 coredecade could fully cope with the colossal expenditures arising from the 10 coredecade could fully cope with the colossal expenditures arising from the 10 core

infrastructure projects and other enormous public expenditures.  In his speech, theinfrastructure projects and other enormous public expenditures.  In his speech, theinfrastructure projects and other enormous public expenditures.  In his speech, theinfrastructure projects and other enormous public expenditures.  In his speech, the

Financial Secretary brushed aside the proposal of conducting a review and merely dweltFinancial Secretary brushed aside the proposal of conducting a review and merely dweltFinancial Secretary brushed aside the proposal of conducting a review and merely dweltFinancial Secretary brushed aside the proposal of conducting a review and merely dwelt

on our simple, low taxation system, the maintenance of an attractive environment foron our simple, low taxation system, the maintenance of an attractive environment foron our simple, low taxation system, the maintenance of an attractive environment foron our simple, low taxation system, the maintenance of an attractive environment for

investors, tackling tax avoidance and evasion and plugging loopholes.  I find hisinvestors, tackling tax avoidance and evasion and plugging loopholes.  I find hisinvestors, tackling tax avoidance and evasion and plugging loopholes.  I find hisinvestors, tackling tax avoidance and evasion and plugging loopholes.  I find his

answer far from satisfactory and less convincing than the points put forward byanswer far from satisfactory and less convincing than the points put forward byanswer far from satisfactory and less convincing than the points put forward byanswer far from satisfactory and less convincing than the points put forward by

Members who opposed my motion.Members who opposed my motion.Members who opposed my motion.Members who opposed my motion.

In respect of tax avoidance and evasion, here I would like to cite some figures.In respect of tax avoidance and evasion, here I would like to cite some figures.In respect of tax avoidance and evasion, here I would like to cite some figures.In respect of tax avoidance and evasion, here I would like to cite some figures.

According to the Inland Revenue Department's Annual Report for the year 1990-91, whileAccording to the Inland Revenue Department's Annual Report for the year 1990-91, whileAccording to the Inland Revenue Department's Annual Report for the year 1990-91, whileAccording to the Inland Revenue Department's Annual Report for the year 1990-91, while

corporate profits tax was $19.044 billion in the year 1989-90, it was $19.024 billioncorporate profits tax was $19.044 billion in the year 1989-90, it was $19.024 billioncorporate profits tax was $19.044 billion in the year 1989-90, it was $19.024 billioncorporate profits tax was $19.044 billion in the year 1989-90, it was $19.024 billion

in 1990-91, a reduction of more than $20 million.  Was there a decline in the turnoverin 1990-91, a reduction of more than $20 million.  Was there a decline in the turnoverin 1990-91, a reduction of more than $20 million.  Was there a decline in the turnoverin 1990-91, a reduction of more than $20 million.  Was there a decline in the turnover

of the companies?  But if we look at the GDP, our overall economic growth showed thatof the companies?  But if we look at the GDP, our overall economic growth showed thatof the companies?  But if we look at the GDP, our overall economic growth showed thatof the companies?  But if we look at the GDP, our overall economic growth showed that

it was absolutely not the case.  We enjoyed a growth of 3.5% to 4% .  Then why wasit was absolutely not the case.  We enjoyed a growth of 3.5% to 4% .  Then why wasit was absolutely not the case.  We enjoyed a growth of 3.5% to 4% .  Then why wasit was absolutely not the case.  We enjoyed a growth of 3.5% to 4% .  Then why was

there a decline in profits tax?  This clearly demonstrated that some companies werethere a decline in profits tax?  This clearly demonstrated that some companies werethere a decline in profits tax?  This clearly demonstrated that some companies werethere a decline in profits tax?  This clearly demonstrated that some companies were

employing legal or illegal measures to avoid or evade tax.  And I am not sure howemploying legal or illegal measures to avoid or evade tax.  And I am not sure howemploying legal or illegal measures to avoid or evade tax.  And I am not sure howemploying legal or illegal measures to avoid or evade tax.  And I am not sure how

many loopholes are plugged under Section 61(a) of the Inland Revenue Ordinance. Somany loopholes are plugged under Section 61(a) of the Inland Revenue Ordinance. Somany loopholes are plugged under Section 61(a) of the Inland Revenue Ordinance. Somany loopholes are plugged under Section 61(a) of the Inland Revenue Ordinance. So

I am all the more determined to call for a comprehensive review of the taxation systemI am all the more determined to call for a comprehensive review of the taxation systemI am all the more determined to call for a comprehensive review of the taxation systemI am all the more determined to call for a comprehensive review of the taxation system

in order to take immediate action to resolve this serious problem.in order to take immediate action to resolve this serious problem.in order to take immediate action to resolve this serious problem.in order to take immediate action to resolve this serious problem.

Mr Simon IP has qMr Simon IP has qMr Simon IP has qMr Simon IP has quoted quite a number of examples from many countries to showuoted quite a number of examples from many countries to showuoted quite a number of examples from many countries to showuoted quite a number of examples from many countries to show

how they reduce tax rates, abolish tax items and attract investors.  But my motionhow they reduce tax rates, abolish tax items and attract investors.  But my motionhow they reduce tax rates, abolish tax items and attract investors.  But my motionhow they reduce tax rates, abolish tax items and attract investors.  But my motion

is not asking for tax abolition, reduction or increase.  I have repeatedly made itis not asking for tax abolition, reduction or increase.  I have repeatedly made itis not asking for tax abolition, reduction or increase.  I have repeatedly made itis not asking for tax abolition, reduction or increase.  I have repeatedly made it

clear that I am asking for a comprehensive review of our taxation system so that itsclear that I am asking for a comprehensive review of our taxation system so that itsclear that I am asking for a comprehensive review of our taxation system so that itsclear that I am asking for a comprehensive review of our taxation system so that its

loopholes can be identified.  But Mr IP's examples do arouse my curiosity and I wouldloopholes can be identified.  But Mr IP's examples do arouse my curiosity and I wouldloopholes can be identified.  But Mr IP's examples do arouse my curiosity and I wouldloopholes can be identified.  But Mr IP's examples do arouse my curiosity and I would

like to ask how a decision to reduce or abolish tax is arrived at in these countries.like to ask how a decision to reduce or abolish tax is arrived at in these countries.like to ask how a decision to reduce or abolish tax is arrived at in these countries.like to ask how a decision to reduce or abolish tax is arrived at in these countries.

The decision or the mechanism is my major concern, not the results.  Unlike Mr IP'sThe decision or the mechanism is my major concern, not the results.  Unlike Mr IP'sThe decision or the mechanism is my major concern, not the results.  Unlike Mr IP'sThe decision or the mechanism is my major concern, not the results.  Unlike Mr IP's

quoted cases, most of which are about tax reduction, in my motion, I am merely callingquoted cases, most of which are about tax reduction, in my motion, I am merely callingquoted cases, most of which are about tax reduction, in my motion, I am merely callingquoted cases, most of which are about tax reduction, in my motion, I am merely calling



for a review, not taking any particular tax measures.  I think Hong Kong should notfor a review, not taking any particular tax measures.  I think Hong Kong should notfor a review, not taking any particular tax measures.  I think Hong Kong should notfor a review, not taking any particular tax measures.  I think Hong Kong should not

move in the same direction as other countries as mentioned in Mr IP's speech.move in the same direction as other countries as mentioned in Mr IP's speech.move in the same direction as other countries as mentioned in Mr IP's speech.move in the same direction as other countries as mentioned in Mr IP's speech.

Here I would like to clarify once again: Many Members who have indicated theirHere I would like to clarify once again: Many Members who have indicated theirHere I would like to clarify once again: Many Members who have indicated theirHere I would like to clarify once again: Many Members who have indicated their

support of my motion suggest that profits tax be increased by a certain percentagesupport of my motion suggest that profits tax be increased by a certain percentagesupport of my motion suggest that profits tax be increased by a certain percentagesupport of my motion suggest that profits tax be increased by a certain percentage

point.  But if one looks closely at my speech and the speeches of my two Meeting Pointpoint.  But if one looks closely at my speech and the speeches of my two Meeting Pointpoint.  But if one looks closely at my speech and the speeches of my two Meeting Pointpoint.  But if one looks closely at my speech and the speeches of my two Meeting Point

colleagues, one would find that we have never mentioned anything about tax increasecolleagues, one would find that we have never mentioned anything about tax increasecolleagues, one would find that we have never mentioned anything about tax increasecolleagues, one would find that we have never mentioned anything about tax increase

or reduction.  Just now, Professor Edward CHEN eloquently made a proposal of anor reduction.  Just now, Professor Edward CHEN eloquently made a proposal of anor reduction.  Just now, Professor Edward CHEN eloquently made a proposal of anor reduction.  Just now, Professor Edward CHEN eloquently made a proposal of an

increase in profit tax of 3%.  But should the request come from my mouth, I am afraidincrease in profit tax of 3%.  But should the request come from my mouth, I am afraidincrease in profit tax of 3%.  But should the request come from my mouth, I am afraidincrease in profit tax of 3%.  But should the request come from my mouth, I am afraid

we would come under heavy fire for asking for free lunches.  I would naturally thinkwe would come under heavy fire for asking for free lunches.  I would naturally thinkwe would come under heavy fire for asking for free lunches.  I would naturally thinkwe would come under heavy fire for asking for free lunches.  I would naturally think

twice before making such remarks.twice before making such remarks.twice before making such remarks.twice before making such remarks.

In closing, I would like to summarize Members' overall reactions to the proposalIn closing, I would like to summarize Members' overall reactions to the proposalIn closing, I would like to summarize Members' overall reactions to the proposalIn closing, I would like to summarize Members' overall reactions to the proposal

of a comprehensive review.  Some Members said that they were: "shocked" and "worried"of a comprehensive review.  Some Members said that they were: "shocked" and "worried"of a comprehensive review.  Some Members said that they were: "shocked" and "worried"of a comprehensive review.  Some Members said that they were: "shocked" and "worried"

and found the proposal "very negative" which would discourage investors.  But canand found the proposal "very negative" which would discourage investors.  But canand found the proposal "very negative" which would discourage investors.  But canand found the proposal "very negative" which would discourage investors.  But can

they look at it from another perspective and accept that the proposal is a positivethey look at it from another perspective and accept that the proposal is a positivethey look at it from another perspective and accept that the proposal is a positivethey look at it from another perspective and accept that the proposal is a positive

and pro-active move?  In this transitional period when confidence is dwindling, aand pro-active move?  In this transitional period when confidence is dwindling, aand pro-active move?  In this transitional period when confidence is dwindling, aand pro-active move?  In this transitional period when confidence is dwindling, a

comprehensive review on our taxation system could make it clear to the investors thatcomprehensive review on our taxation system could make it clear to the investors thatcomprehensive review on our taxation system could make it clear to the investors thatcomprehensive review on our taxation system could make it clear to the investors that

the Hong Kong Government is not a lame duck and we are determined to identify thethe Hong Kong Government is not a lame duck and we are determined to identify thethe Hong Kong Government is not a lame duck and we are determined to identify thethe Hong Kong Government is not a lame duck and we are determined to identify the

loopholes in our taxation system to make it more equitable.  Besides, it would alsoloopholes in our taxation system to make it more equitable.  Besides, it would alsoloopholes in our taxation system to make it more equitable.  Besides, it would alsoloopholes in our taxation system to make it more equitable.  Besides, it would also

tell the investors that we are trying to figure out how to ensure a stable sourcetell the investors that we are trying to figure out how to ensure a stable sourcetell the investors that we are trying to figure out how to ensure a stable sourcetell the investors that we are trying to figure out how to ensure a stable source

of revenue for the Government to finance our enormous expenditure on infrastructure.of revenue for the Government to finance our enormous expenditure on infrastructure.of revenue for the Government to finance our enormous expenditure on infrastructure.of revenue for the Government to finance our enormous expenditure on infrastructure.

Why cannot these Members look at the motion in this light?  I am really at a lossWhy cannot these Members look at the motion in this light?  I am really at a lossWhy cannot these Members look at the motion in this light?  I am really at a lossWhy cannot these Members look at the motion in this light?  I am really at a loss

why they interpret the review as a disguised proposal of a tax hike and claim thatwhy they interpret the review as a disguised proposal of a tax hike and claim thatwhy they interpret the review as a disguised proposal of a tax hike and claim thatwhy they interpret the review as a disguised proposal of a tax hike and claim that

it is so alarming an idea that it would frighten off our investors.  Some Membersit is so alarming an idea that it would frighten off our investors.  Some Membersit is so alarming an idea that it would frighten off our investors.  Some Membersit is so alarming an idea that it would frighten off our investors.  Some Members

said that the wording of my motion is too vague and general.  But as to Mr FUNG'ssaid that the wording of my motion is too vague and general.  But as to Mr FUNG'ssaid that the wording of my motion is too vague and general.  But as to Mr FUNG'ssaid that the wording of my motion is too vague and general.  But as to Mr FUNG's

amendment, they found it too narrow in scope.  Then how should I phrase my motion?amendment, they found it too narrow in scope.  Then how should I phrase my motion?amendment, they found it too narrow in scope.  Then how should I phrase my motion?amendment, they found it too narrow in scope.  Then how should I phrase my motion?

What is the right approach?  It is so bewildering to me.What is the right approach?  It is so bewildering to me.What is the right approach?  It is so bewildering to me.What is the right approach?  It is so bewildering to me.

Finally, I hope Members will exercise their good judgement and vote aFinally, I hope Members will exercise their good judgement and vote aFinally, I hope Members will exercise their good judgement and vote aFinally, I hope Members will exercise their good judgement and vote accordingccordingccordingccording

to their conscience.  I would like to thank colleagues for their support of andto their conscience.  I would like to thank colleagues for their support of andto their conscience.  I would like to thank colleagues for their support of andto their conscience.  I would like to thank colleagues for their support of and

participation in this motion debate.  Thank you, Mr Deputy President.participation in this motion debate.  Thank you, Mr Deputy President.participation in this motion debate.  Thank you, Mr Deputy President.participation in this motion debate.  Thank you, Mr Deputy President.

Question on the motion put.Question on the motion put.Question on the motion put.Question on the motion put.

Voice votes taken.Voice votes taken.Voice votes taken.Voice votes taken.

DEPUTY PRESIDENT:  We shall need to proceed to a division.  The division bell willDEPUTY PRESIDENT:  We shall need to proceed to a division.  The division bell willDEPUTY PRESIDENT:  We shall need to proceed to a division.  The division bell willDEPUTY PRESIDENT:  We shall need to proceed to a division.  The division bell will



ring for three minutes and the division will be held immediately afterwards.ring for three minutes and the division will be held immediately afterwards.ring for three minutes and the division will be held immediately afterwards.ring for three minutes and the division will be held immediately afterwards.

DEPUTY PRESIDENT:  Would Members please proceed now to vote?DEPUTY PRESIDENT:  Would Members please proceed now to vote?DEPUTY PRESIDENT:  Would Members please proceed now to vote?DEPUTY PRESIDENT:  Would Members please proceed now to vote?

DEPUTY PRESIDENT:  Before I declare the result does any Member have a query or wishDEPUTY PRESIDENT:  Before I declare the result does any Member have a query or wishDEPUTY PRESIDENT:  Before I declare the result does any Member have a query or wishDEPUTY PRESIDENT:  Before I declare the result does any Member have a query or wish

to alter his vote?   If not the results will now be displayed.to alter his vote?   If not the results will now be displayed.to alter his vote?   If not the results will now be displayed.to alter his vote?   If not the results will now be displayed.

Mr Martin LEE, Mr PANG Chun-hoi, Mr SZETO Wah, Mr TAM Yiu-chung, Mrs Elsie TU, MrMr Martin LEE, Mr PANG Chun-hoi, Mr SZETO Wah, Mr TAM Yiu-chung, Mrs Elsie TU, MrMr Martin LEE, Mr PANG Chun-hoi, Mr SZETO Wah, Mr TAM Yiu-chung, Mrs Elsie TU, MrMr Martin LEE, Mr PANG Chun-hoi, Mr SZETO Wah, Mr TAM Yiu-chung, Mrs Elsie TU, Mr

Albert CHAN, Prof Edward CHEN, Mr Marvin CHEUNG, Mr CHEUNG Man-kwong, Rev FUNGAlbert CHAN, Prof Edward CHEN, Mr Marvin CHEUNG, Mr CHEUNG Man-kwong, Rev FUNGAlbert CHAN, Prof Edward CHEN, Mr Marvin CHEUNG, Mr CHEUNG Man-kwong, Rev FUNGAlbert CHAN, Prof Edward CHEN, Mr Marvin CHEUNG, Mr CHEUNG Man-kwong, Rev FUNG

Chi-wood, Mr Frederick FUNG, Mr Michael HO, Dr HUANG Chen-ya, Mr LAU Chin-shek, MissChi-wood, Mr Frederick FUNG, Mr Michael HO, Dr HUANG Chen-ya, Mr LAU Chin-shek, MissChi-wood, Mr Frederick FUNG, Mr Michael HO, Dr HUANG Chen-ya, Mr LAU Chin-shek, MissChi-wood, Mr Frederick FUNG, Mr Michael HO, Dr HUANG Chen-ya, Mr LAU Chin-shek, Miss

Emily LAU, Mr LEE Wing-tat, Mr Eric LI, Mr Fred LI, Mr MAN Sai-cheong, Mr TIK Chi-yuen,Emily LAU, Mr LEE Wing-tat, Mr Eric LI, Mr Fred LI, Mr MAN Sai-cheong, Mr TIK Chi-yuen,Emily LAU, Mr LEE Wing-tat, Mr Eric LI, Mr Fred LI, Mr MAN Sai-cheong, Mr TIK Chi-yuen,Emily LAU, Mr LEE Wing-tat, Mr Eric LI, Mr Fred LI, Mr MAN Sai-cheong, Mr TIK Chi-yuen,

Mr James TO, Dr YEUNG Sum and Mr WONG Wai-yin voted for the motion.Mr James TO, Dr YEUNG Sum and Mr WONG Wai-yin voted for the motion.Mr James TO, Dr YEUNG Sum and Mr WONG Wai-yin voted for the motion.Mr James TO, Dr YEUNG Sum and Mr WONG Wai-yin voted for the motion.

The Chief Secretary, the Attorney General, the Financial Secretary, Mr Allen LEE,The Chief Secretary, the Attorney General, the Financial Secretary, Mr Allen LEE,The Chief Secretary, the Attorney General, the Financial Secretary, Mr Allen LEE,The Chief Secretary, the Attorney General, the Financial Secretary, Mr Allen LEE,

Mr Stephen CHEONG, Mrs Selina CHOW, Mrs Rita FAN, Mr HUI Yin-fat, Mr NGAI Shiu-kit,Mr Stephen CHEONG, Mrs Selina CHOW, Mrs Rita FAN, Mr HUI Yin-fat, Mr NGAI Shiu-kit,Mr Stephen CHEONG, Mrs Selina CHOW, Mrs Rita FAN, Mr HUI Yin-fat, Mr NGAI Shiu-kit,Mr Stephen CHEONG, Mrs Selina CHOW, Mrs Rita FAN, Mr HUI Yin-fat, Mr NGAI Shiu-kit,

Mr Andrew WONG, Mr LAU Wong-fat, Mr Edward HO, Mr Ronald ARCULLI, Mr Martin BARROW,Mr Andrew WONG, Mr LAU Wong-fat, Mr Edward HO, Mr Ronald ARCULLI, Mr Martin BARROW,Mr Andrew WONG, Mr LAU Wong-fat, Mr Edward HO, Mr Ronald ARCULLI, Mr Martin BARROW,Mr Andrew WONG, Mr LAU Wong-fat, Mr Edward HO, Mr Ronald ARCULLI, Mr Martin BARROW,

Mrs Peggy LAM, Mrs Miriam LAU, Mr LAU Wah-sum, Mr Vincent CHENG, Mr Moses CHENG, MrMrs Peggy LAM, Mrs Miriam LAU, Mr LAU Wah-sum, Mr Vincent CHENG, Mr Moses CHENG, MrMrs Peggy LAM, Mrs Miriam LAU, Mr LAU Wah-sum, Mr Vincent CHENG, Mr Moses CHENG, MrMrs Peggy LAM, Mrs Miriam LAU, Mr LAU Wah-sum, Mr Vincent CHENG, Mr Moses CHENG, Mr

CHIM Pui-chung, Mr Timothy HA, Mr Simon IP, Dr LAM Kui-chun, Mr Gilbert LEUNG, ProfCHIM Pui-chung, Mr Timothy HA, Mr Simon IP, Dr LAM Kui-chun, Mr Gilbert LEUNG, ProfCHIM Pui-chung, Mr Timothy HA, Mr Simon IP, Dr LAM Kui-chun, Mr Gilbert LEUNG, ProfCHIM Pui-chung, Mr Timothy HA, Mr Simon IP, Dr LAM Kui-chun, Mr Gilbert LEUNG, Prof

Felice LIEH MAK, Mr Steven POON, Mr Henry TANG, Dr Samuel WONG and Dr Philip WONGFelice LIEH MAK, Mr Steven POON, Mr Henry TANG, Dr Samuel WONG and Dr Philip WONGFelice LIEH MAK, Mr Steven POON, Mr Henry TANG, Dr Samuel WONG and Dr Philip WONGFelice LIEH MAK, Mr Steven POON, Mr Henry TANG, Dr Samuel WONG and Dr Philip WONG

voted against the motion.voted against the motion.voted against the motion.voted against the motion.

Mr Jimmy McGREGOR and Mr Peter WONG abstained.Mr Jimmy McGREGOR and Mr Peter WONG abstained.Mr Jimmy McGREGOR and Mr Peter WONG abstained.Mr Jimmy McGREGOR and Mr Peter WONG abstained.

THE DEPUTY PRESIDENT announced that there were 23 votes for the motion, 29 votesTHE DEPUTY PRESIDENT announced that there were 23 votes for the motion, 29 votesTHE DEPUTY PRESIDENT announced that there were 23 votes for the motion, 29 votesTHE DEPUTY PRESIDENT announced that there were 23 votes for the motion, 29 votes

against it and two abstentions.  He then declared that the motion was negatived.against it and two abstentions.  He then declared that the motion was negatived.against it and two abstentions.  He then declared that the motion was negatived.against it and two abstentions.  He then declared that the motion was negatived.

Adjournment and next sittingAdjournment and next sittingAdjournment and next sittingAdjournment and next sitting

DEPUTY PRESIDENT:  In accordance with Standing Orders I now adjourn the Council untilDEPUTY PRESIDENT:  In accordance with Standing Orders I now adjourn the Council untilDEPUTY PRESIDENT:  In accordance with Standing Orders I now adjourn the Council untilDEPUTY PRESIDENT:  In accordance with Standing Orders I now adjourn the Council until

2.30 pm on Wednesday 26 February 1992.2.30 pm on Wednesday 26 February 1992.2.30 pm on Wednesday 26 February 1992.2.30 pm on Wednesday 26 February 1992.

Adjourned accordingly at 24 minutes to Ten o'clock.Adjourned accordingly at 24 minutes to Ten o'clock.Adjourned accordingly at 24 minutes to Ten o'clock.Adjourned accordingly at 24 minutes to Ten o'clock.



Note:Note:Note:Note: The short titles of the Bills/motions listed in the Hansard, with theThe short titles of the Bills/motions listed in the Hansard, with theThe short titles of the Bills/motions listed in the Hansard, with theThe short titles of the Bills/motions listed in the Hansard, with the

exception of the Securities (Clearing Houses) Bill and the Crimes (Torture) Bill,exception of the Securities (Clearing Houses) Bill and the Crimes (Torture) Bill,exception of the Securities (Clearing Houses) Bill and the Crimes (Torture) Bill,exception of the Securities (Clearing Houses) Bill and the Crimes (Torture) Bill,

have been translated into Chinese for information and guidance only; they do not havehave been translated into Chinese for information and guidance only; they do not havehave been translated into Chinese for information and guidance only; they do not havehave been translated into Chinese for information and guidance only; they do not have

authoritative effect in Chinese.authoritative effect in Chinese.authoritative effect in Chinese.authoritative effect in Chinese.


