WA RF 7k E — 1997 % 11 B 26 H
PROVISIONAL LEGISLATIVE COUNCIL — 26 November 1997

R ARENACH
OFFICIAL RECORD OF PROCEEDINGS

1997 £ 11 B 26 HEH=
Wednesday, 26 November 1997

T4 28530 A2 EBA
The Council met at half-past Two o'clock

HFZE
MEMBERS PRESENT:
EEEREREE - J.P.

THE PRESIDENT
THE HONOURABLE MRS RITA FAN, J.P.

THE®ERE

THE HONOURABLE WONG SIU-YEE

Hib#&#EE - J.P.
THE HONOURABLE JAMES TIEN PEI-CHUN, J.P.

KA BE B
THE HONOURABLE DAVID CHU YU-LIN

A a - J.P.
THE HONOURABLE HO SAI-CHU, J.P.

fERXHEA - J.P.
THE HONOURABLE EDWARD HO SING-TIN, J.P.

fmEwRFEE - J.P.
DR THE HONOURABLE RAYMOND HO CHUNG-TAL, J.P.



WA RF 7k E — 1997 % 11 B 26 H
2 PROVISIONAL LEGISLATIVE COUNCIL — 26 November 1997

RTEEKE

THE HONOURABLE NG LEUNG-SING

O 3=
PROF THE HONOURABLE NG CHING-FAI

FREHA - )P,
THE HONOURABLE ERIC LI KA-CHEUNG, J.P.

FZEEFA - J.P.
DR THE HONOURABLE DAVID LI KWOK-PO, J.P.

FHHEE

THE HONOURABLE LEE KAI-MING

ZMERFEE - J.P.

THE HONOURABLE ALLEN LEE, J.P.

HEHREFEE - G.B.M.
THE HONOURABLE MRS ELSIE TU, G.B.M.

AR E#E - J.P.

THE HONOURABLE MRS SELINA CHOW, J.P.

MEAEFEHEE - J.P.
THE HONOURABLE MRS PEGGY LAM, J.P.

MR EEE

THE HONOURABLE HENRY WU

RAGEFEE - J.P.
THE HONOURABLE NGAI SHIU-KIT, J.P.

FHEfFHEA - J.P.
THE HONOURABLE HENRY TANG YING-YEN, J.P.

HEMHFEES  JP.
THE HONOURABLE RONALD ARCULLL, J.P.



WA RF 7k E — 1997 % 11 B 26 H
PROVISIONAL LEGISLATIVE COUNCIL — 26 November 1997

RHEE
THE HONOURABLE YUEN MO

MERZEE
THE HONOURABLE MA FUNG-KWOK

REREE
THE HONOURABLE CHEUNG HON-CHUNG

HIWERE

DR THE HONOURABLE MRS TSO WONG MAN-YIN

RIREHEE - J.P.

THE HONOURABLE LEUNG CHUN-YING, J.P.

REWHEE - J.P.

DR THE HONOURABLE LEONG CHE-HUNG, J.P.

REFS5HE - JP.

THE HONOURABLE MRS SOPHIE LEUNG LAU YAU-FUN, J.P.

RIENFEE
THE HONOURABLE MOK YING-FAN

arE#HA - JP.
THE HONOURABLE HUI YIN-FAT, J.P.

bR 25 &

THE HONOURABLE CHAN CHOI-HI

ok 9 408 5 &
THE HONOURABLE CHAN YUEN-HAN

PR B &R B
THE HONOURABLE CHAN WING-CHAN

bR M ER B
THE HONOURABLE CHAN KAM-LAM



WA RF 7k E — 1997 % 11 B 26 H
4 PROVISIONAL LEGISLATIVE COUNCIL — 26 November 1997

i ECRE B
THE HONOURABLE TSANG YOK-SING

HEIrE#EA

THE HONOURABLE CHENG KAI-NAM

ERiE i
THE HONOURABLE FREDERICK FUNG KIN-KEE

mE#FA - J.P.
THE HONOURABLE ANDREW WONG WANG-FAT, J.P.
B H 5L # B

DR THE HONOURABLE PHILIP WONG YU-HONG

=R B

THE HONOURABLE KENNEDY WONG YING-HO

LEFEERA - J.P.
THE HONOURABLE HOWARD YOUNG, J.P.

B ill#& A

DR THE HONOURABLE CHARLES YEUNG CHUN-KAM

B & A
THE HONOURABLE YEUNG YIU-CHUNG

THE HONOURABLE IP KWOK-HIM

B EEA

THE HONOURABLE CHIM PUI-CHUNG

B R A% &
THE HONOURABLE BRUCE LIU SING-LEE

BITEEE
THE HONOURABLE LAU KONG-WAH



WA RF 7k E — 1997 % 11 B 26 H
PROVISIONAL LEGISLATIVE COUNCIL — 26 November 1997

FIEEHEE - J.P.

THE HONOURABLE LAU WONG-FAT, J.P.

FllEE#EE - J.P.
THE HONOURABLE MRS MIRIAM LAU KIN-YEE, J.P.

FEREE - J.P.
THE HONOURABLE AMBROSE LAU HON-CHUEN, J.P.

HRHHA - IP.
THE HONOURABLE CHOY KAN-PUI, J.P.

Rl E - J.P.
THE HONOURABLE PAUL CHENG MING-FUN, J.P.

MM R B

THE HONOURABLE CHENG YIU-TONG

giJkEE » J.P.
DR THE HONOURABLE TANG SIU-TONG, J.P.

o e a2
EEEFEE

THE HONOURABLE TIMOTHY FOK TSUN-TING

i i B A& B

THE HONOURABLE KAN FOOK-YEE

B =& A

THE HONOURABLE NGAN KAM-CHUEN

AT E
THE HONOURABLE LO SUK-CHING

R B R B
DR THE HONOURABLE LAW CHEUNG-KWOK

FHSEHE )P,

THE HONOURABLE TAM YIU-CHUNG, J.P.



WA RF 7k E — 1997 % 11 B 26 H
6 PROVISIONAL LEGISLATIVE COUNCIL — 26 November 1997

HEEHEE
THE HONOURABLE CHOY SO-YUK

HEBFER
PUBLIC OFFICERS ATTENDING:

THEHE#EARERA A RREEF L - P
THE HONOURABLE ELSIE LEUNG OI-SIE, J.P.
SECRETARY FOR JUSTICE

BB REREESE > P
MR NICHOLAS NG WING-FUI, J.P.
SECRETARY FOR TRANSPORT

FRERREEE#ENLSE  JP.
MR DOMINIC WONG SHING-WAH, J.P.
SECRETARY FOR HOUSING

MR EH e R T4 - JP.
MR RAFAEL HUI SI-YAN, J.P.
SECRETARY FOR FINANCIAL SERVICES

REZFREREZE L - JP.
MR PETER LAI HING-LING, J.P.
SECRETARY FOR SECURITY

RS R e R BB R e AR P,
MR KWONG KI-CHI, J.P.

SECRETARY FOR THE TREASURY

N EEBRERRBOEEE - JP.
MR LAM WOON-KWONG, J.P.
SECRETARY FOR THE CIVIL SERVICE

TR E#EEH,LE > P,
MR TAM WING-PONG, J.P.
SECRETARY FOR TRADE AND INDUSTRY



WA RF 7k E — 1997 % 11 B 26 H
PROVISIONAL LEGISLATIVE COUNCIL — 26 November 1997

JIERLE
CLERKS IN ATTENDANCE:

thE R B E - JP.
MR RICKY FUNG CHOI-CHEUNG, J.P., SECRETARY GENERAL

B EREELL
MS PAULINE NG MAN-WAH, ASSISTANT SECRETARY GENERAL

By # B & £ PR O% St A&
MR RAY CHAN YUM-MOU, ASSISTANT SECRETARY GENERAL



WA RF 7k E — 1997 % 11 B 26 H
8 PROVISIONAL LEGISLATIVE COUNCIL — 26 November 1997

gt

IHISCE IR (RREAAN) 5 21 R (2 AR E £ 42 ¢

H H

BT Jag 32 511 2 2 i
(g (ERZBL) (EFF) BHOD) ..o .. 541/97
(NBBBEBEHE) ... 551/97

(R RE R AL B iR (1997 4E 45 91 %8 ) 1997 4F
(EHEH) BNE) 552/97

(FERAMER (FYERTREgRHENERER)
FE (1997 5 497 BE BN S )
1997 £ (AERWHE) %) ..o L. 553/97

(1997 i FElE FEHg (B
(1997 25 464 B EFE A
1997 & (AWM HE) A&

~ o 2
N—

.............. 554/97
(1997 B EFEFHE (—#K) (EEFT) HA

(1997 4E 56 465 BE AN &)

1997 £ (AWM BEEH) 28) oo L. 555/97

PAPERS

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

Subject
Subsidiary Legislation L.N. No.
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Annual Report 1996-97
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Employment of Temporary and Short-Term Staff by the Government
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MR HOWARD YOUNG: Madam President, in his reply, the Government said
that there were about 100 staff under contracts of less than one year and 5 200
temporary staff. Should that be taken to mean that the so-called temporary staff
normally have a duration of employment in excess of one year? Does the
Government mark out a certain period of time beyond which a temporarily
employed staff should automatically be converted to a permanent post?

PRESIDENT: Secretary for Civil Service.
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Complaints and Crimes Related to Debt Collecting Agencies
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PRESIDENT: Mrs Elsie TU.

MRS ELSIE TU: Madam President, would the Secretary for Security remind the
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police that they are expected to take action on complaints, because when people
come to me complaining of intimidation, they all say that the police will take no
action unless someone is injured. Of course, it may then be too late, the victim
may be dead.

SECRETARY FOR SECURITY: | am sure that the police would definitely
take action upon receipt of any justifiable complaint. If the Honourable Mrs
Elsie TU has at hand any individual cases drawn to her attention where the police
appeared not to have taken any follow-up action, | will be very happy to look at
them.

MRS ELSIE TU: Could I have the answer to that question? Would he please
remind the police of their responsibility?

SECRETARY FOR SECURITY: Madam President, | do not think the police
need reminding that they should take action upon receipt of a justifiable
complaint.
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WRITTEN ANSWERS TO QUESTIONS

ZERMANXHBRILSEMERZF AL EMAREBENER
Rehousing Residents Displaced by Redevelopment of Homantin and Valley
Road Estates
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M EIEEEENRAE
Cost of Cargo Operation at the New Airport

=8

10. MR HENRY TANG: It is learnt that shippers and freight forwarders are
anxious to know the cost of cargo operations at the Chek Lap Kok airport which
will open in April 1998. In this connection, will the Government inform this
Council whether:

(@)

(b)

(©)

(d)

it will refer to the guideline issued by the International Civil
Aviation Organization which is that the redevelopment value of the
old airport should be applied to assist the development of the new
one, and use the income arising from developing the original site of
the Kai Tak Airport to meet the development of the new airport; if so,
what the plan is; if not, why not;

it will ensure that the purpose-build air cargo terminal at Kai Tak
(HACTL Terminal 2) will be tendered out for the purpose of a cargo
distribution point;

it knows the price cap per tonne of cargo to be charged by the air
cargo terminals under the Scheme of Control in the first year of
operation of the new airport; and the basis for determining the price
cap; and

the Airport Authority will explain such basis to shippers and freight
forwarders; if so, when the explanation will be given; if not, why
not?

SECRETARY FOR ECONOMIC SERVICES: Madam President,

(@)

The Airport Economics Manual published by the International Civil
Aviation Organization refers to "income from the sale of airport
land" as one of many domestic sources which may be used to
finance the construction of a new airport. However, it is stated in
the Manual that the "guidance is not presented in the form of
specific recommendations but is intended for use as appropriate
taking into account the wide range of different circumstances faced
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by airport management in the regions of the world ...... ". For the new
airport at Chek Lap Kok, the income arising from Kai Tak
redevelopment would not be used to finance its construction as
Government has already contributed $36.6 billion in equity to the
Airport Authority for the development of the new airport,
Moreover, hypothecation of revenue is prohibited under the Public
Finance Ordinance.

(b) The Administration is considering the best tenancy arrangement for
the HACTL Terminal 2 building at Kai Tak. The current intention
Is to award the tenancy by open competitive tendering and possible
use of the Terminal 2 building will include freight forwarding. The
plan is to complete the tendering exercise early so that the successful
bidder can occupy the premises once Government is given
possession of the premises.

(c)  The price cap provided for in the respective franchise agreement is a
commercial matter between the Airport Authority and its franchisees.
The price cap applicable to each franchisee in the first year of
operation of the new airport has yet to be determined by the parties
concerned in accordance with the terms of the respective franchise
agreement. It will be determined taking into account the capital
and recurrent costs of the air cargo facilities and the need to enable
the franchisees to service their debt and to earn a reasonable return
on their investment. The price regulation mechanism establishes a
target nominal internal rate of return on equity of 17.5% on the
shareholder's cashflow over the franchise period of 20 years within a
band of plus or minus 1.75%. However, it does not provide any
guaranteed return as actual performance of the franchisees will be
influenced by market force.

(d) The basis for determining the price cap is set out in (c) above. The
Airport Authority would be happy to discuss the matter with
representatives of shippers and freight forwarders if they have any
questions.

BEEEEMEHRIAEHEBTELERE
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Miscalculating Net Floor Area of Flats in Housing Estates of the Housing
Society
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Reviewing the Policy on the Practice of Mainland Doctors in Hong Kong
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ZERFREBEAFHRZ
Shortage of Care Workers in Homes for the Elderly
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WEBHREIERR
Relocation of Wu King Morninghope School

14. DR DAVID LI: It is reported that the Wu King Morninghope School in
Tuen Mun is placed next to a refuse collection room and on the ground floor of
the Wu King Estate, therefore is subject to unpleasant smell and falling objects
from the flats above. In this connection, will the Government inform this Council
whether it has any plan to relocate the school to a better and safer place, with
standard fittings; if so, when the relocation will take place?
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SECRETARY FOR EDUCATION AND MANPOWER: Madam President,
the Education Department has plans to reprovision the Tuen Mun Wu King
Morninghope School. The new school will be a standard special school.

A possible site has been identified at the junction of Tsing Lun Road and
Tsun Wen Road in Area 3C, Tuen Mun. Project feasibility study will soon be
conducted. The site will be available in early 2000 and work will then
commence immediately. Construction work for a school of this kind normally
takes about 18 to 24 months. Assuming smooth progress, the new school
should be ready in the 2001-02 school year.

In parallel with a view to expediting the project, the Education Department
iIs exploring the possibility of reprovisioning the school to a more readily
available site.

In the meantime, the Education Department is working closely with the

school, parents and various departments concerned on measures to improve the
existing school premises and the teaching environment, pending relocation.

I EMBRERZLEMRILBEENIEE
Measures to Prevent Sexual Assaults in New Development Districts
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Counselling or Treatment for Post-Natal Depression
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(L ZEEEHER)
Land Titles Bill

18. MRS MIRIAM LAU: Will the Government inform this Council whether it
intends to introduce the Land Titles Bill into this Council; if not, whether it has
any plan to set up a system of land titles registration system in Hong Kong and
the details and progress of such plan?

SECRETARY FOR PLANNING, ENVIRONMENT AND LANDS: Madam
President, a Land Titles Bill to convert the present deeds registration system to a
land title registration system was introduced to the Legislative Council in
November 1994. Although there was general support in principle for the land
title registration system, the Bills Committee did not agree to certain provisions
in the Bill. These differences had not been resolved when that legislative
session ended and examination of the Bill was curtailed in July 1995.

We have been consulting the Law Society on a revised draft of the Bill.
We plan to bid for a slot to re-introduce the Bill to the Legislative Council in the
1998-99 legislative session.
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Overseas Media Coverage of Hong Kong
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MR RONALD ARCULLI: Thank you, Madam President. 1 rise to move my
amendment to the resolution moved by the Secretary for Treasury, regarding the
Stamp Duty (Amendment) Ordinance 1992. Prior to the amendment first
introduced by the Administration through the Ordinance, agreements for sale and
purchase of property were stamped with a nominal amount whilst the assignment
was stamped on an ad valorem basis.

The 1992 amendment Ordinance was introduced originally as a temporary
measure against excessive speculation and would have expired on 31 December
1993 unless extended. Since then as Members know, it has been extended until
the end of this year. The Amendment Ordinance made it mandatory so that each
agreement for sale and purchase is charged with ad valorem duty whilst the
assignment is charged nominal but a fixed amount of $100.

In seeking to extend the law for another two years the Administration in
the Brief to the Provisional Legislative Council has made it plain that it will seek
to make this measure a permanent (and not a temporary) measure by introducing
a bill to that effect when the First Legislature is in place.

| am told by Mr K C KWONG that is no longer the Government's intention.
If that is so, then perhaps he would make it clear in his reply to my speech that it
is firm government policy to come back to this legislature periodically for
extension or for any change of law if need be.

Madam President, essentially the Administration puts forward three
arguments in support of the extension:

(@ During the subcommittee meeting, they said to us, although the
Administration cannot gauge the effectiveness of these stamp duty
provisions to dampen speculation, they maintain that it is an
essential element in moderating speculation (and | refer Members to
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the Brief that was given to this Council on 12 October 1997);

(b) the second reason is to assist the Inland Revenue Department (IRD)
to gather information for profits tax assessments (and it is in the
same paper); and

(c) the third point is that home-buyers as end-users will not be adversely
affected.

| took part in the deliberations of the Subcommittee under the
chairmanship of the Honourable Eric LI and the Honourable CHAN Kam-lam.
The Subcommittee examined in depth the assertions by the Administration.
And | would not repeat figures that the Secretary for the Treasury has given
Members other than to say that only 4.5% of transactions in excess of 600 000
over a five and a half-year period were there confirmer sales or | would call them
re-sale of the same property. In respect of 92% of them, there was one re-sale,
and in respect of some 2 000-odd, there were two or more re-sales.

The IRD also told us that the tax collected from property trading activities
annually as a result of these measures is something in the order of $480 million
and that the current law assists the Department in getting the necessary
information.

And the third point is that, if the measure is changed in some fashion, then
it could be a revenue loss of $1.3 billion per annum.

| believe that most, if not all, of us in this Chamber, Madam President, will
agree that assisting the IRD in assessing and collecting profits tax is worthy of
support.  But this does not mean that we have to stick to the existing stamp duty
provisions. | believe we can retain this element of the current law with different
stamp duty charges. | will deal with this a little later.

As for anti-speculative measures, | believe the existing stamp duty
provisions has really not achieved its original objectives and the numbers indeed
speak for themselves. Other measures like prohibiting re-sale of new
developments have been far more effective. Secondly, contrary to assertions by
the Administration the current stamp duty provisions does add to the cost of
genuine end-user home-buyers. There cannot be any doubt that in the rising
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market that we have seen since the change of law in 1992, the additional stamp
duty has been passed on to the end-user home-buyers, but it has not, in my view,
effectively reduced any anti-speculation activities.

As for the revenue implications, the Administration is not relying on this,
so | will not dwell on this for Members.

My proposal, Madam President, has three objectives:
First is to reduce the cost and burden of end-user home-buyers;

Second to continue to assist the IRD in collecting profits tax where such is
properly due; and

Third, to dampen excessive speculation if it surfaces again at the same
time as attaining the objectives | have just now refer to.

But how do we achieve all these three purposes?

In my view, the first thing we must do is to extend the current law until the
end of June next year. This will give me time to discuss this matter with the
Administration, and failing the agreement, to introduce by way of a Member's
Bill in January 1998 to amend the current law, so that we will be able to provide:

(1) a fixed stamp duty of say $1,000 or thereabouts is payable on all
agreements for sale and purchase instead of ad valorem duty;

(2) to make the ad valorem duty be payable only on assignment of the
property; but

(3) inthe event that after the third sale, there is a second or subsequent
sale of the same property then each agreement (including the first
agreement) will be liable to their ad valorem duty which is the
current regime; and

(4) 1 will say that the amendment Bill, if passed, will only take effect on



WA RF 7k E — 1997 % 11 B 26 H
PROVISIONAL LEGISLATIVE COUNCIL — 26 November 1997 71

1 July 1998 because | cannot do anything earlier than that without
running foul of our Rules of Procedures.

Like the present law, the bill, if passed, will have a shelf-life and
extendable shelf-life of two years, so that Members of this Council can review
the situation as things develop.

By agreeing to my amendment, it does not mean that Members here have
committed themselves one way or another to my bill. If | have given the
opportunity to bring it forward in January next year, by agreeing to my
amendment, you really give yourselves, and indeed, perhaps some home
purchasers, the opportunity of lowering their costs in future and not in the next
six months, but then you do have the opportunity of examining the provisions of
my bill in detail. It gives you the option to see whether it is worthy of your
support. If it is not passed by this Council next year, then | am quite sure we
can extend the present law before it expires on 30 June, so that it will then expire
on the original date, let us say, 31 December 1999.

My proposal, Madam President, really deals with each and every single
element and argument of the Government. The fixed stamp duty will allow the
IRD to keep the paper trail they say it is necessary to assist them in assessing
profits tax. The deferment of paying ad valorem stamp duty reduces the initial
burden of home-buyers particular those home-buyers buying new developments
because we know that between the signing of an agreement and the signing of the
assignment, there is generally 12 months or more time between the two events.
But on the other hand, if we are dealing with existing property and if there was,
in the unlikely event, a re-sale, then the first and any subsequent agreements
would be liable to the ad valorem stamp duty.

One other aspect, of course, is that if there is an agreement in the sale and
purchase on existing property, if there is a cancellation before an assignment
because of reasons best known to the buyer and seller, then the buyer would not
have paid the ad valorem stamp duty. The cancellation, I will hasten to add, is
not allowed with a view to enabling the original owner to re-sell the property to a
second purchaser at a higher price, thereby circumventing the provisions of the
stamp duty and ad valorem stamp they would otherwise be required to pay.

So it is not a terribly complicated matter, it is a matter that will require



WA RF 7k E — 1997 % 11 B 26 H
72 PROVISIONAL LEGISLATIVE COUNCIL — 26 November 1997

some technical solutions, if I could put it in that way. So | hope Members
would support my proposal in due course, and at least support my amendment
today to at least give themselves and myself the option of looking at whether my
proposal works without in any way diluting the existing provisions of the law or
indeed affecting the Government's position.

Thank you, Madam President.
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THE PRESIDENT announced that there were 16 Members in favour of the
amendment, 35 against and two abstaining. She therefore declared that the
amendment was negatived.
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MR ALLEN LEE: Madam President, pursuant to Rule 29(2) of the Rules of
Procedure of the Provisional Legislative Council, | wish to move the motion to
amend subsidiary legislation namely the Kadoorie Farm and Botanic Garden
Bylaw, which is Legal Notice 504 of 1997. The Kadoorie Farm and Botanic
Garden Corporation Ordinance (Cap. 1156) established a Corporation to run that
farm and garden. Section 23 of the Ordinance gives the Corporation the power
to make Bylaws. Such bylaws were drafted in the early part of this year.
Publication was delayed and it was not until 31 October 1997 that they were
published in the Gazette.

Because the Bylaw was drafted several months ago, prior to 30 June this
year, reference is made in section 22 to the office of the Attorney General.

Due to an oversight, this reference was not altered, despite the fact that the
Bylaw was published after 1 July 1997.

| therefore move the motion that the Bylaw be amended by deleting the
words "Attorney General" and the substitution of the words "Secretary of
Justice".

Madam President, | beg to move.
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Rl BERR THEEET ML TREEEERT -7

PRESIDENT: | now propose the question to you and that is : That section 22 of
the Kadoorie Farm and Botanic Garden Bylaw, published as Legal Notice No.
504 of 1997 and laid on the table of the Provisional Legislative Council on 5
November 1997, be amended by repealing "Attorney General” and substituting
"Secretary for Justice".
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ER L ANEBRE - SRk

REXEREEREANRERIE -
THE PRESIDENT'S DEPUTY, DR LEONG CHE-HUNG, took the Chair.

REXE : RYB=EE -

MR DAVID CHU: Mr Deputy, you are either lamb or lion in the financial
markets. For seven weeks we have been battered by speculators who first
moved against our currency and then against our stocks. The time has come for
us to refuse to be victims. We must fight back, both tooth and nail, if we are not
to be prey, we have to be lion, not lamb from now on.

| agree with the Honourable Ambrose LAU that we in Hong Kong are not
operating a free market, only the illusion of one. A free market is a place where
people trade and in which no one is dominant. We do not have such a market
because ours is prone to manipulation by a few international financial houses.

Our market is small and extremely vulnerable. We are not like New York,
London and Tokyo the sheer size of which daunts speculators. Our market
capitalization has been assessed at less than US$150 billion by the Hong Kong
Stock Exchange. Our Exchange on a typical day records US$2.1 billion in
turnover when the world over more than US$1,300 billion will be traded.

Mr LAU is right about Hong Kong having to "review the operating
mechanism of the market" to thwart the speculators who thrive on others'
insecurity and indulge in conspiracy. Back in January 1995 | had also asked the
Government of the day to re-examine trading derivative regulations to curb the
excesses of several suspicious brokerages and merchant banks. They have the
money and the cunning to manipulate the market to the harm of small investors.

| mentioned that back in December 1994 some players had fanned rumours
to scare investors and then traded heavily in futures to gain from the jitters. On
that day the Hang Seng Index futures deals reached 30 000 contracts worth
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US$1.5 billion compared with only US$1 billion trading in stocks.

To this very moment we have brokerages and merchant banks periodically
making calculated remarks through the media to frighten investors. They can
do this with impunity because the tactic is legal, even when it is immoral. |
fully appreciate why Mr LAU is calling on the Government to “enhance the
general stock buyers' understanding"” of the stock market to save them from
injury by others' malice and manipulation. We remember how some brokers
allegedly spread lies about the International Bank of Asia (IBA) earlier this
month to start a nervous chained reaction. The run was halted by prompt
statements of support from the Financial Secretary, the Monetary Authority and
the three note issuing banks and by sound IBA senior management. | am sure
we would like to get a piece of those who this week started the rumours about a
local bakery and caused a run on cakes. | regret that the Government 10 years
ago repealed a Public Order Ordinance clause that would have mandated criminal
charges against the rumourmongers.

We must now be proactive in our defence. This is why | advocate that
the Government, together with the Monetary Authority, set up a bureau to
monitor all markets — stocks, precious metals, derivatives, futures, and so on.
No, not just the markets in Hong Kong but also elsewhere to detect speculative
trends.

This bureau, under the Financial Secretary, shall have access to an
undisclosed pool of funds drawn from the foreign reserves, the fiscal reserves,
Land Fund and future proceeds from the Mandatory Provident Fund. The
Financial Secretary shall have the discretion of using the resources to counter
moves by speculators from time to time. This way the speculators will not go
unchallenged.

| also concur with Mr LAU that we need to review all regulations. We
should, for example, raise requirements for index trading. We must reduce the
heavy weighting of a few major Hang Seng Index shares to prevent manipulation
of key stocks to influence the Hang Seng Index. There should also be a uniform
closing time for the stock market and the index market. \We must also scrutinize
all futures instruments and regulations with a view to protecting the small
shareholders.
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With the globalization of finances, every economy these days operates like
a branch of an extended bank, exposing each to speculation and conspiracy.
The days of unilateral action in isolation by any economy are past. Before long
the International Monetary Fund (IMF) and World Bank have to form a kind of
financial police who can mobilize enormous sums of capital to deal with
speculators on an international basis. If not, the IMF and World Bank will just
have to keep on bailing out economies ravaged by speculators and by their own
mismanagement. Only then, with the protective measures in place, would there
be a genuinely free market.

Mr Deputy, | vote for the motion. Thank you.
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MR RONALD ARCULLI: Mr Deputy, the motion moved by the Honourable
Ambrose LAU is both wide-ranging and subject-specific. = Wide-ranging
because it makes reference to maintaining free and open market, reviewing the
local financial market and the Government's responsiveness to the future
speculative activities and financial crises. Subject-specific because it seeks to
include in this review the relationship between stock, foreign exchange and index
futures on the one hand and to ensure proper regulation of stock lending and
short selling of index futures on the other.

Our financial markets like others around the region have seen some fairly
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hefty losses since summer, but that is where the similarity starts and ends. Yes,
the value of our shares in the stock market has gone down. Yes, the value of
property generally has gone down. Yes, interest rates in our financial markets
have fluctuated within a fair wide range. Yes, most if not all of us have felt the
pain of devaluation of our assets. But look at our financial system. It has
repulsed severe attacks, and some say, concerted attacks on our United
States/Hong Kong dollar peg. It has remained effective and efficient without
any failures in either our banking or financial services sectors. Why do we
think this is so? | will attempt to give a few reasons.

Firstly, Hong Kong is probably the most open and free market in Asia.
With an open and free market comes a high level of transparency although I
believe there is room for even further improving this transparency.

Secondly, our financial markets are properly regulated with sound laws
and effective and professional enforcement although some may say that we are
over-regulated and in fact too expensive. But one has to give credit where
credit is due. Ten years ago today, we thought then that Hong Kong had a
pretty sound and well-regulated stock market, but we fell down along the path of
development and expansion. The lesson learnt then was that governments and
stock and financial markets must, and I repeat, must, anticipate crises on the one
hand and market developments on the other and be ready for it. An even better
approach to market development is to be a leader, and not a follower. | would
have little more to say on this point.

Thirdly, in Hong Kong we welcome competition with no entry barriers for
sound and properly managed financial institutions and expect them to make their
contribution to Hong Kong's development side-by-side with their local
counterparts.

Fourthly, we have a sound and robust economy that has seen growth in real
terms consistently over the past decade despite our relatively high inflation rate.
Even today as we speak we expect our economy to have real growth this year
although even the most optimistic economist, he or she will not be willing to
adhere to earlier forecasts of 5.5% real growth. It is difficult to make any real
assessment of our current economic situation due partly if not large to external
factors. But our sound and robust economy is the result of teamwork between
our entrepreneurs, our workforce, our Government and our regulators.
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As a community we should look at the events of recent months and see
how well our financial markets have held up to the storms that put our systems to
some of the most severe tests. The bad news is that our assets have lost some
value. The good news is that we have none of the problems that some of our
neighbouring countries are experiencing and therefore suffer less pain than most
of them both now and in the medium term.

Mr Deputy, | said earlier that | would say a few words on the issue of
transparency. Some years ago, directors of companies listed on our stock
exchanges had relatively simple obligations regarding their positions in such
companies. Today our laws and stock exchange requirements put on them
pretty heavy duties in terms of disclosure on say, their shareholdings and dealing
in shares of their company. There are also periods during which they are not
allowed, for instance, to deal in shares of their companies. Substantial and
principal shareholders like directors have statutory obligations regarding fairly
strict disclosures as well.

Right now, the perception is that it is easy to push the Index down by
shorting key stocks in the Hang Seng Index and that this is facilitated by stock
lending. The criticism is the lack of disclosure in this respect. The disclosure
requirement for stock lending and borrowing is something that we can look at
and examine to see whether greater transparency will in fact help to reduce
volatility and, in fact, also help to educate the market where there is again an area
that | feel we can usefully venture down.

Another aspect is whether the current regime needs change. At present,
the Financial Secretary, Financial Services Branch, the Hong Kong Monetary
Authority, the Securities and Futures Commission, the Stock Exchange of Hong
Kong and the Hong Kong Futures Exchange have some overlapping rules and
perhaps on occasions, inadequate co-ordination, in both enforcement and perhaps
development policies. We should also examine this aspect.

On a broader basis, our regulations, trading and execution, clearing and
settlement systems are perhaps in competition with each other, thus creating
higher costs, both in operation and development terms, not to mention the use of
high technology in development of our financial markets. Perhaps it is time to
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review these matters, so as to see whether our current system and modus
operandi are the best models for Hong Kong.

Mr Deputy, we must not forget that Hong Kong has gone a long way in the
last 10 years. Although | listened with great sympathy to some of the
suggestions put forward by some of my colleagues today, | would hasten to add
that, from my perspective, what we should look at is system examination. In
terms of whether or not there should be a little bit more for deposits, for stock
borrowing or in the Hang Seng Futures Index trading, this is where | believe the
free market mechanism will work. What we must not do is to look inward.
We must continue to look outward and look forward. | think that will sustain
Hong Kong well into the next decade.

Thank you very much.
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PRESIDENT: Mrs Elsie TU.

MRS ELSIE TU: Madam President, the Member's Motion and the two
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amendments to the Motion spell out some detailed proposals. They sound very
much like political platforms, especially because their movers belong to different
political parties.

Mr FUNG offers an attractive housing package of reasonably cheap flats
for sale to his constituents, who will then face no responsibility for management,
and very little for maintenance of their premises. Mr LEE offers even cheaper
flats but insists, reasonably enough, that their owners must maintain and manage
them.

Mr CHENG reasonably offers his constituents some assistance in setting
up owners' organizations, and some maintenance. And all three offer some kind
of opt-out in case owners need to resell. Mr CHENG sensibly suggests selling
back to the Housing Authority and | would agree with that. There is merit in
many of the suggestions. But to vote on the motion, we are all required to
support the platform of only one of the three parties. A bland motion calling for
ideas on the subject of selling public flats would have enabled all of us to suggest
ideas and to call upon the Government to pay heed to our proposals.

In the event, Madam President, how can we make a choice among these
three platforms? Since | agree with bits and pieces of all three platforms, but
can accept none of them as the ideal solution, I intend to vote against all of them,
but in doing so, | call upon the Government to take heed of all the opinions
expressed today, as well as the opinions expressed by the public and by experts
and professionals, so that a package can be put together to be fair to all —
including fair to the taxpayer, and also fair to those living in appalling conditions
in private housing, and paying high rents for the privilege of living in those
hobbles. Madam President, as an independent Member, | find it difficult to
support the whole or any of the housing platforms of the debate today.

| think the whole issue requires open discussion, and it cannot be tied
down to the proposals made in this motion and the amendments.

ERE BREMEE -
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THE PRESIDENT announced that there were 10 Members in favour of the
amendment, 24 against and three abstaining. She therefore declared that the
amendment was negatived.
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THE PRESIDENT announced that there were 21 Members in favour of the
amendment, 13 against and three abstaining. She therefore declared that the
amendment was carried.
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Adjourned accordingly at fourteen minutes to Nine o'clock.
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Annex |

WRITTEN ANSWER

Written answer by the Secretary for the Civil Service to Mr LEE Kai-ming's
supplementary question to Question 3

Our current policy is that temporary staff should normally be employed on casual
or ad hoc duties while other means of appointment of a more permanent nature
should be considered for full-time jobs which are of a longer term nature. We
have made it clear in our latest circular that temporary staff should not normally
be engaged for more than 12 months.
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Annex 11
WRITTEN ANSWER

Written answer by the Secretary for the Civil Service to Mr CHENG
Yiu-tong's supplementary question to Question 3

The Correctional Services Department was correct in their refusal to allow the
Vietnamese Interpreters to have the same redundancy terms as staff on permanent
or month-to-month pensionable terms. However, during the course of our
investigations, we discovered that the Interpreters had not been granted leave in
accordance with the provisions of the Employment Ordinance. Through our
intervention, steps have now been taken to rectify the leave arrangements. We
will continue to provide assistance for departments and temporary staff when
employment problems arise.
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Annex 11

WRITTEN ANSWER

Written answer by the Secretary for the Civil Service to Mr CHIM
Pui-chung's supplementary question to Question 3

For the purpose of the current voter registration exercise, some 30 000 staff
would be needed on a temporary basis. They were employed as temporary staff
and would enjoy the same rights and benefits provided for under the Employment
Ordinance and the Employees' Compensation Ordinance.



