g — 200038 15 H
LEGISLATIVE COUNCIL — 15 March 2000

EE RCEENER W o>
OFFICIAL RECORD OF PROCEEDINGS

2000 38 15 HEH=
Wednesday, 15 March 2000

TH 28530 A EEREA
The Council met at half-past Two o'clock

HFZS
MEMBERS PRESENT:
EHmEHER#EE GBS, IP

THE PRESIDENT
THE HONOURABLE MRS RITA FAN, G.B.S., J.P.

THHEHEA J.P.
THE HONOURABLE KENNETH TING WOO-SHOU, J.P.

Hit#=E » J.P.
THE HONOURABLE JAMES TIEN PEI-CHUN, J.P.

KA BFE B
THE HONOURABLE DAVID CHU YU-LIN

MR E > S.B.S., I.P.
THE HONOURABLE HO SAI-CHU, S.B.S., J.P.

{7 75 B 3% &
THE HONOURABLE CYD HO SAU-LAN

A X#wE > S.B.S., I.P.
THE HONOURABLE EDWARD HO SING-TIN, S.B.S., J.P.



g — 200038 15 H
2 LEGISLATIVE COUNCIL — 15 March 2000

(CIR R 3=
THE HONOURABLE ALBERT HO CHUN-YAN

(eEw#HEA - J.P.
IR DR THE HONOURABLE RAYMOND HO CHUNG-TAI, J.P.

FIKEFKB

THE HONOURABLE LEE WING-TAT

FHEANEE
THE HONOURABLE LEE CHEUK-YAN

=REH#EE > S.C., J.P.
THE HONOURABLE MARTIN LEE CHU-MING, S.C., J.P.

ZRiE#EE TP,
THE HONOURABLE ERIC LI KA-CHEUNG, J.P.

ZMBH#E > S.B.S., J.P.
THE HONOURABLE LEE KAI-MING, S.B.S., J.P.

FHRUHEE 0 J.P,
THE HONOURABLE FRED LI WAH-MING, J.P.

A EREE 0 TP,
DR THE HONOURABLE LUI MING-WAH, J.P.

REEEA

THE HONOURABLE NG LEUNG-SING

O g=
PROF THE HONOURABLE NG CHING-FAI

REEEAR

THE HONOURABLE MARGARET NG

FRBIE#EE TP,
THE HONOURABLE MRS SELINA CHOW LIANG SHUK-YEE, J.P.



g — 200038 15 H
LEGISLATIVE COUNCIL — 15 March 2000

HiEHEE » J.P.
THE HONOURABLE RONALD ARCULLI, J.P.

BERFEE
THE HONOURABLE MA FUNG-KWOK

R HE A
THE HONOURABLE JAMES TO KUN-SUN

ROLH# A
THE HONOURABLE CHEUNG MAN-KWONG

AFRE®RE
THE HONOURABLE HUI CHEUNG-CHING

Pk [ 58 3 &
THE HONOURABLE CHAN KWOK-KEUNG

PR 0 8 5% B
THE HONOURABLE CHAN YUEN-HAN

GRS =

THE HONOURABLE BERNARD CHAN

PR 2R I 5% B
THE HONOURABLE CHAN WING-CHAN

bR 8 M AR B
THE HONOURABLE CHAN KAM-LAM

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

RPFXTHEE TP

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

REEHEE

THE HONOURABLE LEUNG YIU-CHUNG



g — 200038 15 H
4 LEGISLATIVE COUNCIL — 15 March 2000

Biom#Ea  J.P.
THE HONOURABLE GARY CHENG KAI-NAM, J.P.

B #EA
THE HONOURABLE SIN CHUNG-KAI

mE#HHEA P
THE HONOURABLE ANDREW WONG WANG-FAT, J.P.

HEHLEE
DR THE HONOURABLE PHILIP WONG YU-HONG

HARREE
THE HONOURABLE WONG YUNG-KAN

G E 0 J.P.
THE HONOURABLE JASPER TSANG YOK-SING, J.P.

LiFE#EZA 0 J.P.
THE HONOURABLE HOWARD YOUNG, J.P.

B
il

% #x

DR

=

HE HONOURABLE YEUNG SUM

—

P e TR B
THE HONOURABLE YEUNG YIU-CHUNG

BTEHEE
THE HONOURABLE LAU KONG-WAH

REZHHE  G.B.S., J.P.
THE HONOURABLE LAU WONG-FAT, G.B.S., J.P.

FlEg#EE 1P,
THE HONOURABLE MRS MIRIAM LAU KIN-YEE, J.P.

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



g — 200038 15 H
LEGISLATIVE COUNCIL — 15 March 2000

FIEWHEE - J.P,
THE HONOURABLE EMILY LAU WAI-HING, J.P.

AIfEEE R
THE HONOURABLE SZETO WAH

EEEZ#wE  S.B.S., ].P.

THE HONOURABLE TIMOTHY FOK TSUN-TING, S.B.S., J.P.

mEOL#EA 0 J.P.
THE HONOURABLE LAW CHI-KWONG, J.P.

o #Ee - G.B.S., J.P.
THE HONOURABLE TAM YIU-CHUNG, G.B.S., J.P.

HEERKE

THE HONOURABLE FUNG CHI-KIN

gikH#EAa - J.P.
DR THE HONOURABLE TANG SIU-TONG, J.P.

ERFEZEE
MEMBERS ABSENT:

(T 72 3% A

THE HONOURABLE MICHAEL HO MUN-KA

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

PEREEE

THE HONOURABLE CHRISTINE LOH

T H#EE TP
THE HONOURABLE LAU CHIN-SHEK, J.P.



g — 200038 15 H
6 LEGISLATIVE COUNCIL — 15 March 2000

EREHEAR
THE HONOURABLE CHOY SO-YUK

WHREEA

THE HONOURABLE ANDREW CHENG KAR-FOO

HFEHRRES :
PUBLIC OFFICERS ATTENDING:

B E A R BT Z 42+ - G.B.M., J.P.
THE HONOURABLE MRS ANSON CHAN, G.B.M., J.P.
THE CHIEF SECRETARY FOR ADMINISTRATION

WAl AR s g o 1P
THE HONOURABLE DONALD TSANG YAM-KUEN, J.P.
THE FINANCIAL SECRETARY

A AR REEFL L TP
THE HONOURABLE ELSIE LEUNG OI-SIE, J.P.
THE SECRETARY FOR JUSTICE

THRREREERLLE > JP
MR CHAU TAK-HAY, J.P.
SECRETARY FOR TRADE AND INDUSTRY

MR R R HC%4 - G.B.S., J.P.
MR RAFAEL HUI SI-YAN, G.B.S., J.P.
SECRETARY FOR FINANCIAL SERVICES

AEMERREEAFER4E - GBS, J.P.
MR JOSEPH WONG WING-PING, G.B.S., J.P.
SECRETARY FOR EDUCATION AND MANPOWER

BEHERREmEELL TP
MISS DENISE YUE CHUNG-YEE, J.P.
SECRETARY FOR THE TREASURY



g — 200038 15 H
LEGISLATIVE COUNCIL — 15 March 2000

& R e & SR 2 e A4 0 JLP.
MR STEPHEN IP SHU-KWAN, J.P.
SECRETARY FOR ECONOMIC SERVICES

k&R EERBELE TP,
MR RAYMOND WONG HUNG-CHIU, J.P.
SECRETARY FOR SECURITY

FIFERLE
CLERKS IN ATTENDANCE:

WEREEFELE - TP
MR RICKY FUNG CHOI-CHEUNG, J.P., SECRETARY GENERAL

AL E R g 0 1P
MR LAW KAM-SANG, J.P., DEPUTY SECRETARY GENERAL

B BB = R R S AR
MR RAY CHAN YUM-MOU, ASSISTANT SECRETARY GENERAL



g — 200038 15 H
8 LEGISLATIVE COUNCIL — 15 March 2000

R
TABLING OF PAPERS

NANSCH TR IR (GEERAN) 28 21 R (D) MATH E R ¢
The following papers were laid on the table pursuant to Rule 21(2) of the Rules
of Procedure:

s & = B E i N 2 i
(2000 &R (fE2T) MBI) ... o oL 62/2000
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Other Papers

Report of the Bills Committee on Securities (Margin Financing)
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Report of the Bills Committee on Education (Amendment) Bill 1999
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DEZBABEBNRBHAMAAEXENR
Wastage of Native English-speaking Teachers

2, MR JAMES TIEN: Madam President, it was reported that about one
sixth of the teachers employed under the Native English-speaking Teacher (NET)
Scheme whose contracts will expire this year will not renew their contracts. In
this connection, will the Government inform this Council:

(@)

(b)

(©)

of the present number of NETs employed; the numbers of those
whose contracts will expire this year and those who have indicated
that they will not renew their contracts, and whether it knows the
reasons for their not renewing the contracts;

whether it has examined the correlation between the wastage of
NETs and the recruitment procedure involved; and

whether it has assessed if the effectiveness of the Scheme will be
compromised by the wastage of NETs; and if so, of the details?

SECRETARY FOR EDUCATION AND MANPOWER: Madam President,

(a)

At present, a total of 440 NETs are employed under the NET
Scheme, of whom 307 will have their contracts expiring by the end
of August this year. 205 out of these 307 NETs will renew their
contracts and remain in office, whereas 77 will not renew their
contracts due to personal reasons (for example, personal or domestic
matters, planning to work overseas or in local tertiary institutions,
their children having to return to their place of origin for schooling
and so on). Besides, 25 NETs will not have their contracts
renewed because of failure to meet performance requirements set by
their schools (for example, unable to handle classroom discipline
properly and have difficulties in adapting to the local education and
examination systems and so on).
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(b)  Under existing practice, the recruitment of NETs can be carried out
by the schools themselves or by the Education Department (ED) on
behalf of the schools. The ED places a lot of importance on the
recruitment of NETs and invites a serving secondary school
principal, an English subject panel chair and a NET to join the
selection board with a view to selecting the right candidates for the
job. Video tapes, pamphlets and information kits are given to
applicants to familiarize them with the education system, and the
working and living conditions in Hong Kong. Each applicant is
also given a list containing the names of some 20 serving NETs so
that they may seek from them further information about working in
Hong Kong. Before signing employment contract, the applicant
may also contact the school authorities for a better understanding of
the working conditions, allocation of duties and so on. In addition,
the contract commencement date for NETs has been advanced to 16
August from 1 September to allow time for them to attend an
induction course and attend to all personal matters regarding their
stay in Hong Kong before the school term begins. Since all NETs
should have obtained information on Hong Kong as well as on their
schools before their arrival in Hong Kong, and will have had the
opportunity to attend an induction course before the school term
begins, we believe that there is no correlation between the wastage
of NETs and the recruitment procedure.

(¢) I would like to point out that the vast majority of NETs are contract
staff, recruited from overseas and are working in Hong Kong for the
first time. There is no guarantee, nor do we expect, that they will
stay in Hong Kong for a long time. Therefore, it is normal for
some of them to return home upon expiry of their contract or on
personal grounds. We will continue to recruit NETs of the right
calibre to fill the vacancies. @ We believe that the overall
effectiveness of the Scheme will not be affected by the departure of
these NETs.

AAREBE : THELL  BREIEEENE (—) o fEHE 307 5
HEE S F 7T ZREA BT AT o (5B P ES A A BE AR
B r BB N K EF > 87 LA #ZZHEF - (3 qE BT
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mEHANEEEE
WRITTEN ANSWERS TO QUESTIONS

EERERREER (BI) EREEAEAZMAREE
Entry of SAR and BNO Passport Holders to Bangladesh

1, MR HOWARD YOUNG: Madam President, | have received complaints
about holders of Hong Kong Special Administrative Region (SAR) and British
National (Overseas) (BN(QO)) passports having been asked to pay US$30 and
US$60 respectively at the immigration control points of Bangladesh because they
did not have a visa, despite the fact that the country has granted visa-free access
to these passport holders. Neither was a receipt issued nor a visa stamped on
their passports after payment. In this connection, will the Government inform
this Council of:

(@) the measures it has taken to ensure that the immigration control
points of those countries which offer visa-free access to holders of
SAR and BN(O) passports are aware of such a policy; and

(b) its advice to such passport holders on the action they should take
when asked to pay fees upon arrival at the immigration control
points of such countries?

SECRETARY FOR SECURITY: Madam President, with reference to the two
specific questions raised:

(@) The Government is committed to securing maximum travel
convenience for Hong Kong residents. To achieve this goal, we
maintain close liaison with relevant authorities of other countries
including those which have granted visa-free access to holders of
SAR and BN(O) passports. Any potential or actual problems
which come to our notice affecting the entry of Hong Kong residents
into visa-free countries will be taken up promptly by the
Government with the relevant authorities, to ensure that Hong Kong
residents will continue to enjoy unimpeded access to the countries
concerned.
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(b) Hong Kong residents are advised to ascertain the circumstances
leading to the levying of such fees, and where in doubt, refer the
matter to the Immigration Department as soon as practicable.

As regards the complaints about holders of SAR and BN(O)
passports having been asked to pay at the immigration control points
of Bangladesh, the Government has already conveyed our concern
to the Bangladesh Consulate and requested for an explanation. A
response is awaited.

BRAABERZRTHPFHASRE
Personal Safety of Customs Officers in Anti-piracy Actions

8. DR DAVID LI: Madam President, while the Customs and Excise
Department's special anti-piracy task force has decimated the number of outlets
of pirated products, the suspects tend to be more violent when they are being
arrested, as witnessed by the increased number of injuries sustained by Customs
officers whilst performing such duties last year. In this connection, will the
Government inform this Council whether:

(@ it will consider providing additional training to Customs officers to
ensure their personal safety while performing law-enforcement
duties; and

(b) it will deploy extra manpower or weapons in such law-enforcement
actions; if not, of the reasons for that?

SECRETARY FOR TRADE AND INDUSTRY: Madam President,

(@) Apart from the basic induction training provided at the time of
recruitment (30 weeks for inspectors and 13 weeks for Customs
officers), all Customs staff will need to attend on-the-job training to
enhance their enforcement capabilities whilst ensuring their personal
safety during operations. These training include scheduled firing
practices and sessions on the use of extendable batons. Before
conducting daily anti-piracy operations, commanding officers will



42

g — 200038 15 H
LEGISLATIVE COUNCIL — 15 March 2000

(b)

brief their staff on the location and environment of the raids, matters
requiring special attention, personal safety precautions, and the
deployment of duties and equipment. On top of the above, the
Department has designated on a monthly basis a day for physical
training of Customs officers. Overall, we believe that the existing
training is adequate.

The Intellectual Property Investigation Bureau of the Customs and
Excise Department is one of the strongest teams in the region
responsible for the protection of intellectual property rights. The
Bureau has doubled from 117 persons in 1994-95 to 285 persons in
the current financial year. Customs has also set up a 185-person
special task force last June to enhance enforcement against retail
piracy activities.  Coupled with the flexible deployment of
resources by the Commissioner of Customs and Excise, we do not
think that it is necessary to request for additional manpower to
tackle the problem. As regards the use of weapons, firearms are
issued to Customs officers according to their operational needs.
Officers will also be equipped with extendable batons for self-
defence purposes in certain raids. Customs officers are therefore
adequately equipped for their operational requirements. We will,
nonetheless, provide other necessary equipment should the need
arise.

EHNEREEBEANRREIAL
Efficient Utilization of Radio Frequency Spectrum within Hong Kong

9, MISS CHRISTINE LOH: Madam President, given that the
Government's stated policy is to ensure the efficient utilization of the radio
frequency spectrum within Hong Kong, will the Administration inform this

Council:

(@)

whether it knows if the People's Liberation Army Military Force
stationed in Hong Kong, which took over a set of Frequency
Modulation (FM) radio frequencies from the former British Forces
Broadcasting Services, has any plan to broadcast;
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(b)

()

(d)

(1) if it has, of the details of the plan;

(i) if not, whether the relevant frequency band will be returned to
the Government of the Hong Kong Special Administrative
Region (SAR) for allocation for other uses; if so, whether it
will consider switching Radio 3, Radio 5 and the Putonghua
channels of the Radio Television Hong Kong (RTHK) to FM
broadcasting for better reception;

whether it will consider introducing more commercial broadcasters
to enable a more lively and diverse radio service provision;

whether it will consider setting aside frequency bands for
broadcasting by non-commercial or community based organizations
to provide a richer civic environment; and

of the results of the RTHK's field tests on Digital Audio
Broadcasting (DAB) completed last year, and how DAB will assist
in overcoming the shortcomings of FM and Amplitude Modulation
(AM) analogue broadcasting?

SECRETARY FOR INFORMATION TECHNOLOGY AND
BRAODCASTING: Madam President,

(a)

In accordance with Article 10 of the Garrison Law, the Government
of the SAR shall support the Hong Kong Garrison in its performance
of defence functions and responsibilities. Similar to the
arrangement before the reunification, the Office of the
Telecommunication Authority (OFTA) has allocated a number of
radio frequencies for use by the Garrison which is stationed in the
SAR for defence purposes. The plan of the Hong Kong Garrison
for using such frequencies is a defence-related matter of which we
have no details.
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(b) and (c¢)

Currently, radio frequencies available for FM broadcasting in Hong
Kong can technically support up to seven territory-wide channels
only. All these channels have been allocated to existing radio
services provided by the RTHK and the two commercial radio
broadcasters. There are, therefore, no spare frequencies available
for the introduction of new FM services.

On the other hand, we are examining the technical, market and
regulatory issues concerning the introduction of DAB services in
Hong Kong. We will formulate policy proposals on sound
broadcasting services under a digital environment for consultation
with the industry and the community later this year.

(d) The results of the technical trial on DAB conducted jointly by the
RTHK and the two commercial broadcasters are generally positive.
The results indicate that with the use of similar transmission power,
the coverage of DAB signals is comparable to that of existing FM
services. In addition, DAB is less susceptible to interference than
AM and FM analogue broadcasting. DAB should therefore
provide improved sound quality.

B/NBRHEDRESDERE B
Provision of Native English-speaking Teachers to Primary Schools
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RETAREREETROME
Increasing the Penalties for Substandard Building Works

122 MISS EMILY LAU: Madam President, on 6 January this year, a
construction company responsible for substandard piling works was found guilty
of allowing substantial deviation of the construction works from the approved
plans, and was fined $250,000, which is the maximum penalty for such offence
stipulated in the Buildings Ordinance (Cap. 123). The magistrate concerned
called for an increase in the maximum penalty for breaching the building
regulations so as to maintain an adequate deterrent effect. In this connection,
will the executive authorities inform this Council of:

(@) the number of cases involving substandard piling works uncovered
over the past three years;
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(b)

()

the action they have taken to strengthen the monitoring of such
building works; and

the legislative timetable for amending the maximum penalty for such
offence?

SECRETARY FOR PLANNING AND LANDS: Madam President,

(a)

(b)

In the past three years, defective piling works were found on six
private building sites. All these cases involved large-diameter
bored piles (LDBPs).

Since the middle of 1999, the Buildings Department (BD) has
progressively introduced a number of measures to step up
monitoring of the construction of LDBPs, including:

(1)  All records of ground drilling which are performed before the
construction of LDBPs to determine the appropriate
underground rock level for founding the piles are now
required to be submitted to the BD at regular intervals,
instead of upon completion of the construction of all piles.
These records will be immediately checked against
information gathered in previous site investigations carried
out for designing the foundations. This enables staff of the
BD to detect discrepancies early so that any necessary
rectification works can be done in time.

(i) Registered Structural Engineers (RSEs) are required to
conduct proof tests of some of the completed LDBPs, that is,
by coring the piles from the top to the bottom and into the
rock, to prove that the piles have reached the appropriate rock
stratum. The number of completed piles randomly selected
by BD staff for such audit checks has generally been
increased. The percentage checked now ranges from 5% to
15%, depending on the geological conditions of individual
sites.
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(i) In the process of the coring of a pile in a proof test mentioned
above, segments of the concrete core (that is, core samples)
have to be extracted for checking the quality of the concrete.
RSEs are now required to put in place tighter security
measures to ensure that the core samples so retrieved are not
tampered with. Such additional measures include making a
photographic record of the core samples, and storing them in
boxes under seal and lock before they are inspected by BD
staff.

(iv) When, in a proof test, the drill reaches about 1m above the
intersection between the pile and the rock stratum, the coring
will only continue in the presence of a BD officer until the
drill has gone into the rock. The core sample of the
intersection will then be extracted for immediate inspection by
the BD officer.

In addition, the BD has formed a Working Group on Built
Quality to conduct a critical review of the construction
processes and to recommend further measures to enhance the
quality of construction of private buildings, particularly
foundation works.

(¢) In view of the recent cases of defective piling, the Administration is
reviewing the level of fines for the relevant offences under the
Buildings Ordinance with a view to maintaining an adequate
deterrent effect. We are consulting the industry and relevant
professional institutes, and we plan to introduce legislation to
increase the level of these fines in the next legislative session.

EAZABFEEESHBUIEESBHMNER
Loans made out by Hong Kong from Exchange Fund through International
Monetary Fund
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Design of Expressways for Emergency Parking
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BREBRKABERBGBE
Issuance of Hong Kong Permanent Identity Cards

15, MR HOWARD YOUNG: Madam President, will the Government inform
this Council of the number of persons, broken down by nationality, to whom
Hong Kong permanent identity cards (HKPIC) have been issued in accordance
with Article 24(2)(4) of the Basic Law of the Hong Kong Special Administrative
Region since the reunification?
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SECRETARY FOR SECURITY: Madam President, since the reunification and
up to 2 March 2000, a total of 33 468 persons were issued with HKPIC upon
establishment of their claims to the right of abode in accordance with Article
24(2)(4) of the Basic Law, as implemented by paragraph 2(d) of Schedule 1 to
the Immigration Ordinance (Cap. 115). Breakdowns by nationality are as
follows:

Nationals of No. of HKPIC issued Percentage
United Kingdom 6 609 19.7
India 5311 15.9
Philippines 3592 10.7
Thailand 3529 10.5
Pakistan 2 799 8.4
Indonesia 2 323 6.9
Japan 1 383 4.1
United States 1 355 4.0
Republic of Korea 1115 3.3
Australia 1 051 3.1
Other nations 4 401 13.1
Total 33 468 100.0
BIEWRB ERRAE

Listing Costs on the Growth Enterprise Market
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Conversion of the former Yaumati Theatre
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Communication between SFC/SEHK and Growth Enterprise Market
Companies
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EAEBHBERENRENBEBIEE
Promotion of Unsanctioned Betting Activities in Hong Kong
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EE

BILLS

EEEE
First Reading of Bills

EREEEHHE -

(2000 FMZEHEE (BE) #FAER)
AIR CARGO TRANSHIPMENT (FACILITATION) BILL 2000

(2000 FEH REEZESN (RHEREH) RAEXE)
SECURITIES AND FUTURES LEGISLATION (PROVISION OF FALSE
INFORMATION) BILL 2000

2000 FAEBHEE)
REVENUE BILL 2000

(FH OKZRTEGER)
KARAOKE ESTABLISHMENTS BILL

E: (2000 FiZEMEE (8 REIEZXR)
(2000 g3 RIS EA (REEBRERN) FRITERE)
(2000 5 I A f BT 22 )
(L OK Gl =R ) -

1R P B A5 Bl o IR (FMAI) 8B 53 IR () JABIM IE » Zap L HF
-

Bills read the First time and ordered to be set down for Second Reading pursuant
to Rule 53(3) of the Rules of Procedure.

FEE_E
Second Reading of Bills
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(2000 FMZEEMEE (BE) ERAER)
AIR CARGO TRANSHIPMENT (FACILITATION) BILL 2000

IwmRBE: EF HEZR HEH(2000 EMEEYEE(EE) G ER) -

THRREEEFRE SRS RN - Eit2
PUBUSR (Ve S — 2 38 R ol Sy I8 IR e Tk 3k i
ik alBimEnher > BERENZED
Fo fiil 22 6 8 S 1F nd K& A 1 5% 0 8E e A -

B8 fr 5 5 > B & HETT B
EEEA TR - 3B A=
WREE S o G B) & 5 IR

FEREREOEEZEE 7 - HRERNERE (€2 E 5 E S R
o e B H o FIEME P -

R P B2 E W e 2 BE U SR B =M E G Y) - B0 2 L
RS WM EE - SR ERNEYE - EEBEYHEEASZEHE G LIE
EHAGERX > MEEMENEGY HIARZIZ WA S %E%AK%
HH—&%  BEE L ESE28Y R ELIMZEESKEEEEE % E
HEEBRBE® G S e E A - mH(EE R EEE TE%ﬁ%
Vo — i S BN -

/
%

ﬁ,
Her
ez
i

geAh > WA S B G 2 2 B RS YR L E BN & R
T E YR E > NIt > BGEFEM P IE R > M EE R B 2 2R BUR R U E
BRI ZEE Y A IR B E MR E -

ERABBREREVEBY S RMERE K — HEE

CEEEAERT  AERMEAFMNERE  FESEEER
? AR ESEE RENER > MBEEEAZ R M EEEEHEYH
FH g o

BB R E R EENEE YN R RN REHERE

7 NioK=% % B B EEERNERBRROES - DIFTRIFEEE
FEE) - BRIt > HREWHEENFALAT  ®HETEWH TEEF  UAEBERE
P 28 > DU od (E 22 F 58 1E S i 22 E0E & ) IR h EUE R E ) -

B2 BROIERREFRNMEEESY) - BAIE RS G B & R B
RFATREIER T  ERHEMRE > T ASEHEMEs  AEYNELRER
EEERE -



g — 200038 15 H
LEGISLATIVE COUNCIL — 15 March 2000 61

BRI B8 4 FRERGIAT 15 {5 M F1 52 5 & E
G R B ZE 0 9 {8 iy & 1 -

SER/ AR Ay - e
18 2B 0% B A A B B 2 5T

E RS Y ok e H LB = R E B N EY) o PN b fE b E
V)~ EREYRE - AT A B EEE BRI E =W > B LR fE A i 22 8 5E
SR - e M 78 A8 M8 2 21 2 1 09 e R -

o # R

EFE: RBRERSMCROGFHREAER © (2000 FMEEMEE (BE) 5K
PlEzxE) TLLZE -

FIRCRERAD) ERmPER R MENERACENGELZEGRH -
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SECURITIES AND FUTURES LEGISLATION (PROVISION OF FALSE
INFORMATION) BILL 2000
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2000 FMAEBHEE)
REVENUE BILL 2000

SECRETARY FOR THE TREASURY: President, I move that the Revenue
Bill 2000 be read the Second time.

The Revenue Bill 2000 seeks to amend the Stamp Duty Ordinance (Cap.
117) to reduce the rate of stamp duty on stock transactions by 10% from the
existing 0.25% to 0.225% per round transaction. The reduction applies to the
ad valorem duty rates both on contract notes for sale or purchase of Hong Kong
stocks and on certain transfers of such stocks. This is one of the revenue
proposals which the Financial Secretary announced in the 2000-01 Budget to this
Council on 8 March.
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As the Financial Secretary explained on that occasion, the primary purpose
of this revenue concession is to help sustain Hong Kong's competitiveness in the
global financial marketplace by lowering the costs of stock transactions.

Hong Kong faces increasingly severe competition from other major
financial markets, for investment funds and for business in stock transactions.
The international trend is to reduce stamp duty and even abolish it altogether, in
order to enhance the competitive edge. A number of well-established stock
markets, including the United States, Japan and New Zealand no longer charge
stamp duty on stock transactions. Singapore has recently abolished stamp duty
on sale and purchase of stocks. Austria is planning to abolish its transaction tax
on quoted securities in September 2000.

These moves pose a serious challenge to all other exchanges, and Hong
Kong is no exception. Bearing in mind that all stock markets share the same
stream of capital flow and the same group of investors who see no boundaries to
investment opportunities, we need to reduce the stamp duty rate as a concrete
step to bring down the cost of stock transactions in Hong Kong if we are to
compete with other financial markets and strengthen our foothold in the global
financial marketplace.

Lowering the stamp duty rate alone, however, will not be sufficient to
achieve the desired competitive impact. As the brokerage commission takes up
two thirds of the total transaction cost of stock trading in Hong Kong, we would
like to see a concerted effort from the industry to accompany the reduction in
stamp duty with a lifting of the current minimum brokerage fee requirement.

It is indeed gratifying that the newly-established Hong Kong Exchanges
and Clearing Limited (HKEC) has responded positively to our call. On 8
March, the Chairman of the HKEC issued a consultation paper to the Exchange
participants, seeking their comments on a proposal to remove the existing
minimum brokerage commission requirement from the Rules of the Exchanges
on 1 April 2002. Moreover, the HKEC proposed immediate exemption for
transactions on new products under the Nasdag-Amex Pilot Program and similar
pilot programs to be introduced before 1 April 2002. The Exchange
participants have been asked to comment on these proposals by 10 April 2000.
The importance of this exercise is placed into perspective by the statement in the
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HKEC's consultation paper that the 15 largest markets in the world, in terms of
market capitalization, have already adopted a system of free negotiation for
commission rates, with the exception of Hong Kong and Taiwan, which still
impose different commission restrictions. Within Asia, our nearest competitors
have also been liberalizing their restrictions on brokerage commission over the
past few years. It is obvious that liberalization of controls over brokerage
commission is another global and regional trend, in addition to abolition of stamp
duty.

Whilst awaiting the final decision of the HKEC, we consider it highly
desirable that we complement such efforts by giving effect to the proposed
reduction in stamp duty rate as soon as possible.

There has been feedback from some quarters of the business community
that a mere 10% reduction in stamp duty on stock transactions is not enough to
create any material impact in view of the trend towards stamp duty abolition.
However, I wish to point out that stamp duty on stock transactions has long been
a significant source of recurrent revenue. The proposal to reduce the stamp
duty rate by 10% is estimated to cost $520 million in 2000-01 and a total of $3.5
billion (including consequential interest loss) in the medium range forecast
period to 2003-04. In view of our fiscal constraints, we have to strike a suitable
balance in the coming year between the need to restore our financial position and
the need to upkeep our competitiveness in the stock market. Nevertheless, as
stated by the Financial Secretary in the Budget speech, we will sympathetically
consider any subsequent request from the industry for future reductions in stamp
duty on stock transactions on the basis of the new HKEC's decision on brokerage
commissions.

President, with these remarks, I commend the Bill to Members.

EFE RRAEMSCREDOGREERS (2000 FWR AR EZR) LI/ -
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Resumption of Second Reading Debate on Bill

ERE - AFRAERE (1999 F£F/5F (REEME) (BF]) KRIER) (-

AR o

(1999 F5E% (RESME) (B57) HEHUERE)
SECURITIES (MARGIN FINANCING) (AMENDMENT) BILL 1999

MERARK 1999 FEIAI HHENEOAER_ESEZE
Resumption of debate on Second Reading which was moved on 31 March
1999

R RE (REHRA) > HEHHE (1999 FEZF (RESME) (EBF])
FRPIFEZE) ZEGEFEEHEREAZETNREANATEHES -

MR RONALD ARCULLI: Madam President, as Chairman of the Bills
Committee on Securities (Margin Financing)(Amendment) Bill 1999, I wish to
report on the work of the Bills Committee.
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The Bill seeks to provide a measure of protection to investors in securities
by regulating the activities of those persons who carry on securities margin
financing businesses. Members may still recall the problems arising from the
lack of regulation of finance companies on their use of the stocks and other
securities of clients for securing bank loans. The Bill now before Members is
part of the regulatory regime found necessary by a Working Group set up by the
Administration in December 1997 to look into the subject.

The Bills Committee is aware that it is an important piece of legislation.
While we agree that there should be increased protection for investors through
regulating the securities margin finance operators, we also find it necessary to
maintain the commercial viability of these operators to meet local market needs.
Since April last year, we have held 21 meetings and conducted two rounds of
consultation with major groups in the industry and other professional
organizations. We also took time to go through the proposed amendments to
the Financial Resources Rules (FRR).

Madam President, as the deliberation of the Bills Committee has already
been given in the Report tabled in the Council today, I would only focus on the
salient points, in particular those areas which have given rise to the need for
amendments.

Exemptions

The Bill will make it an offence for persons to carry on businesses of
securities margin financing unless they are registered as securities margin
financiers (SMFs) or as registered representatives of such companies. Several
kinds of businesses are exempted from registration, including the provision of
financial accommodation by registered dealers, mutual fund corporations,
authorized financial institutions and so on. Other than exemptions set out in the
Committee stage amendments to be moved by the Secretary for Financial
Services, whether other kinds of activities should be exempted would be dealt
with on a case-by-case basis by the Securities and Futures Commission (SFC).
It would be desirable that the list should be exhaustive so as to minimize the
scope of the SFC to deal with unusual and unpredictable cases. In this respect,
the Law Society of Hong Kong also put forward suggestions to enlarge the scope
of exemptions.
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The Administration, however, maintains that the SFC should retain the
flexibility in granting exemption to specific classes of persons when experience
in regulation may prove it justified for them to do so. It, nevertheless, agrees to
our suggestion to extend the scope of exemption to cover proper business
activities of market participants. The Secretary for Financial Services will also
move Committee stage amendments to clarify the position of an exempted
company once registered as an SMF, and put the exempted list under a new
schedule subject to the negative vetting of this Council should there be any
changes.

The Bills Committee also noted that the Administration proposes to waive
the registration requirement for existing finance companies, provided they do not
engage in new securities margin financing business except the recovery of
outstanding margin loans. These companies are likely to retain under-secured
margin loans while the well-secured loans are likely to be transferred back to the
securities dealer firms with which they are associated. Although we have
pushed for the setting up of monitoring measures, for example specifying a time
limit for the recovery of loans, the Administration considers these measures not
practicable and not meeting the needs of these companies. We, nevertheless,
note that these companies, though not registered as SMFs, are regulated by other
ordinances, such as the Securities and Futures Commission Ordinance, Money
Lenders Ordinance and the Bill if enacted by this Council. We, therefore,
accept the addition of the new section 121BI which we understand is meant to
serve only as a transitional arrangement particularly because we are assured that
there is adequate regulatory clot for the SFC should these companies breach the
law.

Purpose of loan

From the way "securities margin financing" is defined in the Bill, we have
doubt if lenders would be able to know to what extent they should be aware of
the purpose of any borrowings or financial accommodation lest they fall under
the definition and be required to register as SMFs. The Administration agrees
to amend section 121C(3) to make it clear that if a lender has a reasonable belief
that the financial accommodation is not to be used to facilitate acquisition or the
continued holding of securities listed on a stock exchange, he will not be caught
by the registration requirement.
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Pooling of clients" assets

The pooling of clients' assets as collateral for securing financial
accommodation has been a practice in the existing market. Under the Bill,
pooling of clients' assets is allowed provided the financier has the written
authority of the clients. The Administration and the industry are of the view
that this practice is crucial to maintaining not only the commercial viability of the
securities margin financing business, but also the securities industry.

This issue has been one of the more difficult ones to resolve. During the
course of our deliberation, some members have expressed grave concern about
the safeguards to protect the interests of the clients. Others, including the
Administration and the industry, believe that it is necessary. To arrive at a
balanced view that gave investors protection and the industry operational
flexibility was no easy task. We also have to take into account the interests of
banks which are the ultimate providers of funding. A limit has, therefore, been
placed on the proposed amount of credit facilities that can be obtained upon the
security of margin clients' securities collateral by a SMF. A lot of discussion
has taken place on the limit. The initial proposal put to the Bills Committee by
these individual members was setting the limit at not exceeding at any time the
total gross margin loans due from clients. In view of the possible impact that
this credit limit may have on the industry, we conducted one round of
consultation to gauge the views of the industry and professional bodies. After
examining the views received, including those from the Administration, we have
concluded that on balancing the level of protection provided to investors and the
burden that might be imposed on the dealers, financiers and banks, the credit
limit should be set at not exceeding at any one time 120% of the aggregate
amount of clients' outstanding loans. This requirement will be incorporated in
the Code of Conduct to be issued by the SFC. There will be no amendment to
the Bill in this respect. By doing so, we have also resolved a legal difficulty
that might arise if there is a breach of the law rather than a breach of the
proposed Code.

Agreements with unregistered financiers
Another extremely difficult issue that the Bills Committee had to tackle

concerns agreements with unregistered SMFs. We were most concerned over
the protection to clients of unregistered financiers. We noted that the relevant
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provisions of the Bill did not provide adequate protection to clients who entered
into agreements with unregistered financiers. Upon the request of the Bills
Committee, the Administration has significantly altered the whole Division 4 of
the Bill to provide that an agreement made by an unregistered SMF is
unenforceable against its client, unless the Court considers that it is just and
equitable for the agreement to be enforced, and/or for all or part of the money
paid or property transferred under the agreement to be retained. For
unenforceable agreements, a client can recover any money paid and
compensation for any loss.

Regarding the possibility of lowering the threshold for the SFC to seek
injunctions or the appointment of receivers over the assets of unregistered
persons for greater protection to investors, the Administration is of the view that
the issue cannot be considered in isolation of other securities related regulation.
It will be considered under the future composite Securities and Futures Bill.

Other amendments to be moved by the Administration

In the light of the views of the Bills Committee, the Administration has
also undertaken to propose amendments during Committee stage to improve on
some of the arrangements proposed in the Bill, including the relaxation of the
sole business requirement for the SMFs for incidental businesses, enabling the
SFC to suspend the whole or part of the business, and some adjustments to the
penalty levels for different offences to ensure that they have sufficient deterrent
effect against breaches of the legislation.

FRR and Commission rules

The Bills Committee has also examined the policy of the revised FRR to be
introduced by the Administration by way of subsidiary legislation. We have
expressed concern that some rules like the FRR could be quite complex whilst
others must less so.  Such rules could also have significant impact on the market.
We suggested that the Administration consider adding a clause to the Bill which
would enable the Administration to elect whether rules may be made subject to
negative or positive vetting by this Council. The concept being that the
complicated rules would require positive vetting and the others negative vetting.
The Secretary for Financial Services is of the view that the issue of scrutiny of
subsidiary legislation should not be considered in isolation in the context of the



g — 200038 15 H
72 LEGISLATIVE COUNCIL — 15 March 2000

securities-related rules. @ The Administration, nevertheless, undertakes to
explore further the possible way of providing flexibility under the vetting
procedure and will enter into discussions with this Council on the way forward.
The Bills Committee accepts that this issue should not be limited to this Bill but
should be reviewed in respect of all subsidiary legislation.

Madam President, I am most grateful for the painstaking care which my
fellow Bills Committee members have given to the scrutiny of this Bill, which
has resulted in the majority of amendments that will be moved by the Secretary
for Financial Services at Committee stage. Likewise, we are most appreciative
of the input from the securities industry and other professional bodies. Last but
not the least, I want to express a personal note of thanks to the Financial Services
Bureau and the SFC for their open-mindedness and skilled approach. We
believe that the Bill with amendments is better than that in its original form.
Madam President, the Bills Committee supports the amendments proposed by the
Administration and the Second Reading of the Bill.

Thank you, Madam President.
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Rig (QAHLMBUERG) BEAVRESR
PROPOSED RESOLUTION UNDER THE PUBLIC FINANCE
ORDINANCE

SECRETARY FOR THE TREASURY: President, I move the motion standing
in my name on the Agenda.

The purpose of this motion is to seek funds on account to enable the
Government to carry on existing services between the start of the financial year
on 1 April 2000 and the enactment of the Appropriation Ordinance. This
follows the procedure long established in this Council.

We have determined the funds on account sought under each subhead in
accordance with paragraph 4 of the resolution, by reference to percentages of the
provision shown in the draft Estimates. If the draft Estimates are changed, by
the Finance Committee or officers under delegated powers, the provision to
which the percentages are applied will also change accordingly. Thus, the
provision on account under each head is not constant but may vary, with every
increase being matched by an equal decrease. The initial provision on account
under each head is shown in the Footnote to this speech. The aggregate total
under all heads is fixed, however, at $51,648,005,000 and cannot be exceeded
without the approval of this Council.
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The resolution also enables the Financial Secretary to vary the funds on
account in respect of any subhead, provided that these variations do not cause an
excess over the amount of provision entered for that subhead in the draft
Estimates or an excess over the amount of funds on account for the relevant
head.

The Financial Secretary will issue a vote on account warrant to the
Director of Accounting Services authorizing him to make payments up to the
amount specified in this motion and in accordance with its conditions. The vote
on account will be subsumed upon the enactment of the Appropriation Ordinance,
and the general warrant issued after the enactment of the Appropriation
Ordinance will replace the vote on account warrant.

President, I beg to move.

Footnote

Amount shown Initial amount
Head of Expenditure in the draft  of provision
Estimates on account
$'000 $'000
21 Chief Executive's Office ...............e...... 53,841 10,769

22 Agriculture, Fisheries and Conservation
Department ..........covvviiiiiiiiiinnn.n. 743,022 213,313
25 Architectural Services Department .......... 1,652,699 332,436
24 Audit CommiSSION ......ovvvvevvvreeinennnnnnns 132,042 28,889
23 Auxiliary Medical Service .................... 62,927 12,586
82 Buildings Department.......................... 544,983 131,631

26 Census and Statistics Department............ 623,376 126,328
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Amount shown Initial amount

Head of Expenditure in the draft  of provision

Estimates on account

$'000 $'000

27 Civil Aid Service ........covvviiiiiiiiinnnn... 78,058 15,649

28 Civil Aviation Department.................... 721,632 188,822

43 Civil Engineering Department ............... 892,108 203,200

29 Civil Service Training and Development

Institute ........coovvviiiiiiiiii 160,058 33,132

30 Correctional Services Department........... 2,677,764 562,718

31 Customs and Excise Department............. 1,993,352 516,335

37 Department of Health.......................... 3,446,863 775,014

92 Department of Justice ...............coeueennn. 955,563 214,020

39 Drainage Services Department............... 1,507,953 329,288

40 Education Department......................... 29,299,219 7,556,822
42 Electrical and Mechanical Services

Department ............cooovvviiiiiiiniin.n. 232,325 64,973

44 Environmental Protection Department...... 2,215,540 470,590

45 Fire Services Department ..................... 3,088,453 730,987
49 Food and Environmental Hygiene

Department ..............cooviiiiiiiiiin.n. 4,466,542 966,016

46 General Expenses of the Civil Service...... 5,330,394 1,183,771
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Amount shown Initial amount
Head of Expenditure in the draft  of provision
Estimates on account
$'000 $'000
166 Government Flying Service................... 189,767 64,363
48 Government Laboratory....................... 238,722 66,726
50 Government Land Transport Agency ....... 236,134 188,706
51 Government Property Agency................ 2,144,022 439,820
35 Government Secretariat : Beijing Office ... 57,344 16,466

143 Government Secretariat : Civil Service
Bureau..........cooooiiiiiiiii 229,010 63,250

144 Government Secretariat : Constitutional
Affairs Bureau ...................ooooiin 36,330 7,266

145 Government Secretariat Economic
Services Bureau................oooiiiinnn 69,671 17,358

146 Government Secretariat : Education and
Manpower Bureau........................... 125,013 40,515

154 Government Secretariat : Environment
and Food Bureau ........................... 57,861 12,829
147 Government Secretariat : Finance Bureau... 117,826 23,566

148 Government Secretariat Financial
Services Bureau................ooooiiinn 162,575 42,839

149 Government Secretariat Health and
Welfare Bureau .................covvnnnnn. 74,842 16,393
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Amount shown Initial amount
Head of Expenditure in the draft  of provision
Estimates on account
$'000 $'000

53 Government Secretariat : Home Affairs
Bureau.........ooooviiiiiii 277,656 68,744

150 Government Secretariat : Housing

Bureau............oooiiiiiiiii 41,883 9,017

55 Government Secretariat : Information
Technology and Broadcasting Bureau.... 128,373 42,075

142 Government Secretariat : Offices of the

Chief Secretary for Administration and
the Financial Secretary ..................... 359,275 112,040

96 Government Secretariat : Overseas
OffiCeS. ..o 261,710 68,885

56 Government Secretariat : Planning and
Lands Bureau and Works Bureau......... 277,666 66,099
151 Government Secretariat : Security Bureau ... 118,184 25,604

152 Government Secretariat : Trade and
Industry Bureau.....................ool 97,375 23,239

153 Government Secretariat : Transport
Bureau..........oooooiiiii 76,910 19,616
58 Government Supplies Department........... 175,538 37,508
60 Highways Department......................... 1,961,816 485,419
63 Home Affairs Department .................... 1,143,979 263,727
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Amount shown Initial amount
Head of Expenditure in the draft  of provision
Estimates on account
$'000 $'000
168 Hong Kong Observatory ...................... 222,269 44,694
122 Hong Kong Police Force...................... 12,560,017 2,684,041
62 Housing Department........................... 486,855 97,371
70 Immigration Department ...................... 2,149,435 444,335
72 Independent Commission Against
(0705 111018 T0) 1 F 698,688 142,138
121 Independent Police Complaints Council .... 14,513 3,703
73 Industry Department ........................... 234,647 114,064
74 Information Services Department............ 373,510 79,942
47 Information Technology Services
Department ..........ccoevviiiiiiiiiiinnn... 668,397 133,680
76 Inland Revenue Department .................. 1,283,059 264,161
78 Intellectual Property Department ............ 88,276 23,997
80 JudiCiary .......oooviiiiiiiiiiii e 984,042 218,330
90 Labour Department ................cceeunenn.. 752,051 153,108
91 Lands Department..............cccovvvvnnnnnn. 1,605,149 358,274
94 Legal Aid Department......................... 951,208 191,620
112 Legislative Council Commission............. 375,285 90,911
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Amount shown Initial amount
Head of Expenditure in the draft  of provision
Estimates on account
$'000 $'000
95 Leisure and Cultural Services

Department ...........ccoooviiiiiiiiininnn. 5,093,350 1,053,350
98 Management Services Agency ............... 67,125 16,321
100 Marine Department ..............cccevvvennnnn. 981,291 220,166
106 Miscellaneous Services .......ooeveeeeeeeenn... 3,103,934 1,209,683
114 Office of The Ombudsman ................... 63,906 13,070
115 Official Languages Agency .................. 117,242 24,009
116 Official Receiver's Office..................... 140,044 30,840
120 PensionS.........oovvviiiiiiiiiiniiiiiiiiannnn. 9,657,887 1,943,248
118 Planning Department .......................... 443,218 121,484
130 Printing Department ........................... 258,492 58,241
136 Public Service Commission................... 19,457 3,892
160 Radio Television Hong Kong................. 527,310 122,478
162 Rating and Valuation Department ........... 384,009 76,802
163 Registration and Electoral Office............ 405,989 81,198
170 Social Welfare Department ................... 29,466,894 6,943,946

174 Standing Commission on Civil Service
Salaries and Conditions of Service ....... 14,251 2,851
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Amount shown Initial amount
Head of Expenditure in the draft  of provision
Estimates on account
$'000 $'000

175 Standing Committee on Disciplined

Services Salaries and Conditions of
SEIVICE «oviiiiiiii e 6,778 1,356
173 Student Financial Assistance Agency ....... 2,105,807 422,227
176 Subventions : Miscellaneous.................. 304,503 87,083

177 Subventions : Non-Departmental Public
Bodies ....c.ooviiiiiii 32,396,709 6,938,292

180 Television and Entertainment Licensing
Authority......ooovviiiiiiii e 102,873 38,335
110 Territory Development Department......... 219,601 44,965
181 Trade Department................ccevvnnennnn.. 288,760 65,125
186 Transport Department ......................... 876,500 238,388
188 Treasury .....ccovevvviiniiiiiniiiiiiieaeennnnn, 324,227 67,285
190 University Grants Committee ................ 12,720,597 3,182,995
194 Water Supplies Department................... 5,398,995 1,087,647
198,475,346 46,029,005
184 Transfersto Funds ..........coovvvvviiiiii... 5,619,000 5,619,000
Total 204,094,346 51,648,005
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ER RRAERSMCEHNGREEZ  EERAEREMERENEED
Bz > PLUES - MAEMHRR  BROFET -

(REHET)

EE O HEHWFEET -

(REHET)

HiphEmE R T E R HERR -
Mr SIN Chung-kai rose to claim a division.

i

i

EHE O BRMEREREITIE R ARR - RREBTE 3 #E -

p=13

/



g — 200038 15 H
LEGISLATIVE COUNCIL — 15 March 2000 151

R RAEMBRR -

EFE BREEZHEERR MR RAEEE > RAEFIERE > IERAR -

Tyhe H B ¢

Functional Constituencies:

(A KEE ~ A8 R %

B FHRMHEE - FHUWEE  oWERE - FRN
‘[“*%,% CHFREFEA - REBEE  RIXSEE BFERA - FIEER
CFREERE - BEREAEMIREEAENX -

RMKEE BEMfEEREREIOLEENRY -

PREI MRS ~ BRI B K FIREE

‘E%IE
il
i

fE -

TR N EREEG
Geographical Constituencies and Election Committee:
KOBEERE REEHRE - REH

#8 BREREAEAFIRREERIBEK -

p=141|
il
i

MHMHEE  WECHA  ZACEHRE - A
WA BUBRARIENHAR -

LB - FEURKE

ch

- R

il
il
ol
/HHH

bR E - MR E BT A - BRI - B AR BB T
HE R -



g — 200038 15 H
152 LEGISLATIVE COUNCIL — 15 March 2000

EREMEHEEEERELANHEE > H 20 NHE - 14 ABER > 3 AR
Ho3 NEM MAHE T EEECERZEGERELNHEE F 20 NHE -
SNER > 8 ANCH > 6 NFEME - H 5L 38 R BT W & 0 76 1 38 B 70 A1 DL =
BEN > MREEMELEREKESR -

THE PRESIDENT announced that among the Members returned by functional
constituencies, 20 were present, 14 were in favour of the amendment, three
against it and three abstained; while among the Members returned by
geographical constituencies through direct elections and by the FElection
Committee, 20 were present, five were in favour of the amendment, eight against
it and six abstained. Since the question was not agreed by a majority of each of
the two groups of Members present, she therefore declared that the amendment
was negatived.
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Miss Emily LAU rose to claim a division.
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Functional Constituencies:
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Geographical Constituencies and Election Committee:
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 20 were present, 10 were in favour of the motion and 10 against it;
while among the Members returned by geographical constituencies through
direct elections and by the Election Committee, 20 were present, 16 were in
favour of the motion and three against it.  Since the question was not agreed by
a majority of each of the two groups of Members present, she therefore declared
that the motion was negatived.
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Mr LAW Chi-kwong rose to claim a division.
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Functional Constituencies:
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Geographical Constltuen01es and Election Committee:
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 24 were present, seven were in favour of the amendment and 17
against it; while among the Members returned by geographical constituencies
through direct elections and by the Election Committee, 19 were present, 14
were in favour of the amendment and four against it.  Since the question was not
agreed by a majority of each of the two groups of Members present, she
therefore declared that the amendment was negatived.
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Mr LEUNG Yiu-chung rose to claim a division.
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Geographical Constituencies and Election Committee:
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 24 were present, seven were in favour of the amendment and 17
against it; while among the Members returned by geographical constituencies
through direct elections and by the Election Committee, 19 were present, 13
were in favour of the amendment, four against it and one abstained. Since the
question was not agreed by a majority of each of the two groups of Members
present, she therefore declared that the amendment was negatived.
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Adjourned accordingly at twenty-five minutes to Eleven o*clock.



g — 200038 15H

192 LEGISLATIVE COUNCIL — 15 March 2000

B 4 111

(1999 i (REEME) (BF) HROEZR)

fE& X

2 (a)
(b)
(©)
(d)
(e)

*HZEEEFRER

EH W A% 2B 75 B R % B 8 Y (2 IE 5

R IEE
M “REAN" & “HIT WERE -

£ “financial accommodation” )7 #Z 4 » £ “discounted” K¢
“guarantee” Z Hij 43 HIA0IA “a”

f£ “EHEasT wESEh —
i) TEOERREMA 5"
i) A —

“© CHERE SIA TS ) B 1R
(5 5 355 3 R DA 51 40 3 f 9 T
17 B 7% 5 5 7 (6 s 6 47 00
507

EHERTEMAARE WEET > E@RT MW
CRAMREE MO0 FUSCROA > T R USORE
Bl RBREME A - R AT B SR A
ATTLH % PR AT H A > TR

SR

mA —

“ “/\TIEEME” (group of companies)EL A ( /3 7 {65 1)
(%5 32%) 8 2(DESTFHANEWE

"PREE s LL T (margin ratio)gt £F B 5 25 4K A
M5 > Bz E E A EAE T 2R %



g — 200038 15 H
LEGISLATIVE COUNCIL — 15 March 2000 193

3 (a)

(b)

7R 2 1k =

EDESSINER S ST EE 2t
L E A TE S P DR B O O R MF
0 18 50T — R P I 5 B
TE (T 5 T 54 B 5 ) 1
i

"PREE S (H{H” (margin value)gt & Bk 78 75 I i,

UERECE SR I ET ST EY YN
S P DR 85 R 9 1
T o — R A P M UROE (ST
S 50 BT R ) 0 A

il A A 121B(2) R R ALL —

C(OBRE QMBS EREI > ARE A E AR

bt 2% 4 AU AO M — VS B > METRZFE B A
QO R e HOM R T R A R R S 0 MR MR
ESREEMEA -

() LA E A& E N EZFIRE S E

BRI EETH R 4 FroTEy ] — s g AlAR
AR R B A ATET R F R -

() B %2 % B iy o] B 3 0 25 0 - W T o

B % 4 WA RS -7

FERHINE 121C rp —

(@)

FEH (DK HF —

A £ BT ZEIA TIE AN E S

121B(O BRI E T » 7

B fE IET ZrRMA EEFEET



g — 200038 15 H
194 LEGISLATIVE COUNCIL — 15 March 2000

ffE X 2 R (2 IE =<

(i) TEEH (D) @FHF —
(A) i “$200, 000" fCEL “$1, 000, 000"
B  ME 287 ML "5 £

(i) FEZH (2 OFF > fME 5 KT m ALl 6
M

vy MEZE G HmARLL —

“(3) LA ARr A 2 i BF %5 E F o
WHEHHBEABMEEZHEBME~T A
DAEFINASEILE 55 EHiE
R EFAEZEE 7 AIZ AL AN E
AR 7

() {EREEIE 121D —
(i) EE O F —
A TFE “IET ZBRmMA “ERE"
B) FEOEHF I E HERLUEZAES ST
BT MM "E—HiEMEE AR
i%” .
(i) 5 (3)F -
d EEFHEE 12IE(D OGS —
(1) fif] = “company” [ {{LL “person”

i) £ "MEXEE Z®RMA CREA LA
MEZEBREE RS



g — 200038 15H

LEGISLATIVE COUNCIL — 15 March 2000 195
i K BEE EXE
() THFEFEIE 121FKdh —
i) WEEGXmMRLL —

“HBAFREFRFERE > O
BEHEEREgREBETETgR S H

TR I E R —
(a) 5 0 v HI ER

it
NS B R B R
e

fE ft 0y e %5 09 A5

&R K

(b) HEE ARG E K
SN
WA R&ER > B R
HEE A A R Bt
% 3P 1 e AR T
(I NBTERE - BB R
HE A EEED
% R AR B
M ANE&E

R

© HEZEZEGIEL
FRENRITN AL
AR WEMERE

WER —

i HEE A SR
g Rk R s 1Y
H &6 AT B
2 15 1 e F 1Y

AT A
o 45 & 5t

A

29 M
S

R NG ]



g — 200038 15 H
LEGISLATIVE COUNCIL — 15 March 2000

7R 2 1k =

Bk % 8y
AN R

i) FFE S EB
LRE & 517
W EMAA
K

(i)  HF AR
KRR~ EH
AR N = I
LG N B R
[F] — 2% 7] &£ E
ORNERECIN S | LR/
IR RE S G
= HoAtl 2 7] Y
M ERENE
S UNI= I

i) EHEDOFKPME e —EELHFEFE
FooAlmERLF -7 MR —

—
@ —EELHEFE
oo K f O
$1,000, 000 e BEZE 5

S

b —REEHSERE
JE > Al pE 5 6 i 2K
KREEZEG6MEHA -7

M MWEREFEAE 1216(2) @fF -



g — 200038 15H

LEGISLATIVE COUNCIL — 15 March 2000 197
ftE X B IEx
() TEEFEMSE 121H Gy —

(h)

(@)

@)

(k)

O WMEE @@ :
(i) MR G HMmMALL —

T R/ARBIHEHP > BEEEE
‘“T%J’@bﬁﬁaﬁﬁ’ﬂfﬁﬁﬁﬁhﬂ
Ay 35 25 & BB B A A BCH it

fik -

%T“%{ il

FEREFENE 121 O BT - fEASZE A © - 1 £E 7
A NSGGE R &E AR ERT - EREEZ B G LA
HoRE 2 Bt i

RIS 121R() MR > M E (a4 k5% HE
R 8 E 58 ) 7

ERBIOE 121S P —
O EHOHP —

(A) f (b)(i) B EF' il 25 2 B 7Y A7 5% i 4R 2L
=

® A —
RECOT Y A 1 = | 2 AN ]
Breha A% 121RQ) FHIE
e B A [ 1% Pl 3 2E - 7

(i) S @ MR A B 0 E A E AT
UL "5 Q) SR BUE A 1T 87

FERERREYER 1210 () fRd - M 25 " A (6 fid o (& =T &0 A i
UL "5 Q) SR IUE A 1T 87



g — 200038 15 H
198 LEGISLATIVE COUNCIL — 15 March 2000

ffE X 2 R (2 IE =<

O FEERENE 12V R @WEHEF - R “BOE” mALL
Rt

(m) FEAEEAE 121V K (D Fd > MR 5 0 E A H i 2
A7 AL BRI ] H M AT

m  JnA —

“121WA. BEZEEMEMAE A
GAMAMEARLXRBHETRD
7]

(1) BRAEZ 121R ~ 121S~ 121T k& 121U
iR N RIRETI SN > B R B g H A (LT AL R E A
gt fit el & A URFBHIE R EZME ANSRED
EpEME S E LR TR B A A LR IR WA
ANIRFIAGARENFA T EREZEGA] KLIT
Heygh Bl fEr —

(a) (3 B 5 58 5E 11 A BESE 1Y
BoimE) =1k EHE
B+ 5

(b)  7E AR A8 AT — B I
I B ORI E YR 2
A 1T s R 2R RS GE
fE -

(2) JUAR 8 A% B 170 {2 {7 A 8 H A9 95 7R
2 B T BT I A BH A T A BRGEL Y T EZ N 2 IR
R TP ENE MR N A E (B #E K5 121C
8¢ 121D ok Ci @M B dLmE ) o

(3) EMFEDREEME NENRRE
A6k 17 il 5% HH B FE s T o T SR 5 E (F > BB U 3R



g — 200038 15H

LEGISLATIVE COUNCIL — 15 March 2000 199
fiE X BEEEIEXE
@ —RELSHFREFEIE A
fE €1 #$1, 000,000 K fE5 %L
5 4 5 B

(0)

b —REHESEFEE A
B 6 RETA B 6 [
ﬁ o
1) HFMEEREEsHME A ARERES
B AR DL SE RO 98 R R A i 2 H i R 19 R R
THE B —REE AJEF 4 HETH-
ERFEE 121V G —
(1) FEH )@ F —

(A) MR “WEET oLl TR B E R
TR > i iR

®) & fEHT Z®&IMA "(HEZEEA
WO HL A 2T 78 48 He B AT BR SR )™

i) AEHE @b ME “fT mALl AT
(i) fEH G KHF —

(A) @S- £ T ZrRmMA T Lk
HFR MG E A S ry R A"

B fEWEF o E R ZERMA CE
B

(v) M E5 (D Om ALl —



g — 200038 15 H
200 LEGISLATIVE COUNCIL — 15 March 2000

ffE X 2 R (2 IE =<

B A1 EZ R F (£ 45 B 30 A P9 38 ] 22
5y IR A (AR 14 i 7S Bk AR e R LA
ANERBERZIRFE A EMESFEH
dn o HIE BTSN -7

V) B GMWFF - FE W ZRMACE
/.

vi) EH G FKPE N ZRIMA “EEHEE
i i

(p) EEFEAE 1212 @ - X "2 47 mALL "3 A
H” -

(@ TEEFEE 121AA R —
0  EEDHF —

A) £ "EEZFEMET ZErimA RS
DOFAERESI 7

® A —
“aa)  DARL M A B
R 2 1 10 1 46 A 19 4 2%
B R
© EGEF —
O WECHE

) MERER 5 B M AAALLA
B

D)  MWZEE



g — 200038 15 H
LEGISLATIVE COUNCIL — 15 March 2000 201

(ii)

(iii)

(iv)

v)

(vi)

(vii)

7R 2 1k =

R (DR T M E Rz mEXH" MmN
CEAREZRET

fFEH @R —

A £ "BAET ZBRIMA "RINEGHD
B LL7

B MWEE "H " ZREFFAEFH

R (D @z M EE “HET ZaTe M
B

FEHG)RF - HRE ZrmMA C(HE
NEEEEFFHYN  E@ME NAEEZE
U8 H B B B R 25 IR 5 < R & T R P AR 1 %
AT R o T OR REAE #7 BRI A (ERZ R B AT
BB T IREBE (DOTONEES R
Ao MU ) 7

fFEH (DR —

(A)  TE@FEH - 7 “$200,000" &0 A
CREE2FET

B)  fFEOEH - MHE 57 mALL (67
mA —

TR R ARER - JLEE R &
N E#Z I (4 FU A B EE 75 7 BUR
{E (] 38 AJ B e Bl (L () L i 22 B > A58
(3) FA 15 A 1 R B E =% Rl & N JH fiE R
B ST RS SFESTHF
o~ B G B SEE MO
il G A -7



g — 200038 15H

LEGISLATIVE COUNCIL — 15 March 2000

(r)

(s)

7R 2 1k =

FERHINE 121AB b —

() EH @ iR @B 2 BTH T A 5 A AR
LI —

W) NEZZAagAsGHH
FHFH {5 {r] 3 i Bl & A A BE 8 ST I X
&R AR 7 ﬁkﬁ%’?%ﬁgT%Eﬁnﬁ
ZEE N2 S EES bk B E

i) fEH G KF —
(A) £ “47 mARLL 67

(B) £ “$2507 mWIfLLL “$1,0007

M 256 4 3 &fm ALl —

"EADE — BIFZFMAEA
ET LAY & 7Y

121AC, Ao ERERRESR

(1) JL F 17 5% 19 5] 12 B8 17 15 5l & 78
oF bR AR S B B SRS B9 T B SRR VS B Y — & 0 B
{5 % I J&8 AN o3 05 B 45 B9 1 A

(2) A 53 &l 58 S | FF 5L 1 58 25 AR 5
ERE ANMEE FAEAR D AR AT LAY - B R
E?HEE NS R R o i SR B RO R

(3) fEA Bl o - L EE Al JF 3 17 38 25 R
A RE A BRI 7F & DUT 3 B Y 38 25 o) 38 < Ml
aN —



g — 200038 15 H
LEGISLATIVE COUNCIL — 15 March 2000 203

7R 2 1k =

@@ FZALIEREZE 2 ik
L

(b) B NAEFL D ER T B M
BT IR 7 B B

B4 B gl 6 A 5 # A5 121WA(2) ~ 121BH(1)
5 121BI {5 1Y B i i A~ J&8 5E 5B 121C Ay Ny e

121AD, FEEE M AL AT LAY a&

(1) BRE8 (23 5 121AE () R 55 F M
EA o NUEMIEEMEFRESME AN ( "
HTO) EENKEE 121C HRAVE R M EE S RES
MEEL MASHEREX XSG BRETET LA
S —h C "B ) mEl AT ek -

(2) JUAE far 38 25 fR 3 < Al & A A9 RE it
WE Iy fRBH o T 3 19 R B A RE R B A B R AT OZ
1y - BIES (1D & 6 5% Bl & A 1 BE ¥ 5 7 58 1
TR ETPREPFLL T HHENE > —

@ IHEHERRE > B
i R #E R FE

b)) FrERESEE:
© GFrEREEILE:
(@ FEOEEE R

()  F&HBEMREZEN

>\g{7

O EEEZFEMS -



204

g — 200038 15 H
LEGISLATIVE COUNCIL — 15 March 2000

R IEE
3 BEHEHE —

@ CBRMAESE R T ST
A A7 K TH B il £ B b AR
REZ =SB AR TN
HE A WA = E
K

(b)  wE A g ik 5 A6 JF 5 M i
X % WL 18 kB &
& > HEHELEZFEKX
FE AR B Ol T 1 E e it E 2
A FE GE AT Y -

(4) Rl 1755 (3 d)sK - BT A A H T
GLUTRRHIBREBRME —

@  ZiEKERNEfE IR
NITNERE-SE 1= O R4

b) HELRWHHY FIEE T
A W o B T KB
fy -

() BIEfT=H K BEHAME —

(@ BRI FCEECE M E
K
(b) GBI E R

) BpER T T N U BT
E o DL Em B S
&



g — 200038 15 H
LEGISLATIVE COUNCIL — 15 March 2000 205

7R 2 1k =

(i) B EGERER— T
REEMmEEN ~ Kl &8
NP A IEWY SR BT E
Pl B E G o ik
e AT gk I 55 90 i Do £ (AT

&,
BN °

(6) WE T RAEETHE A&
7] 5 B HH A 0 BEORE G (T E AE T 3R T US89 A (] 5K
TH BB AL T R T IS B A R0 B 2 - 1 ik e A i H
oy B NP N IR R RS fEHEHEE R B AP A IR

i % -
12106, [EE 121AD 4T 7 A 38 4 5077 0 173 8

(1) A58 F R K28 121AD fok iy A~ AT
gif ol BT B B R

(2) i Be 40 & 17 &% 09 (£ i — 05 By B
RE 0 (BN ARG EAT —H IR R P RS T S o J
A REF —
@  GRE TR R B
(b) R 2= A0 A o AE B T R
N2 AT Y BROE R Y
&= >

UL BB G BB EAZERE B LAY
NIERE AT AR -

(3) I 5R HlEh1T — T Rk Y R 1 B



g — 200038 15 H
LEGISLATIVE COUNCIL — 15 March 2000

7R 2 1k =

s ) Eh1T R Rk 0 BIR
Z i BER 0 E B T S
S 09 ROCE 3R T B
DL ERENMEE o A
FHAMmME  BAFAIE
iy

HEE A —

0 EEftE mhes
HOE B (F I H
fH {5 fib 5] 32 5% 0 #&
i A E KH 121C
(=1

i) ZET > WMmES
A BB sOE > B0
o K H At 1R P i
THER MM E
RF > 36 A I3E 8 (I &
&l FE FE MY -

(4) MEEMHETEEOYECE

BFE =% BI{EE 121AD 6 50 6 o JL I8 i B 2
B o R AR B B R B TR M

E{E -7

(O FEREFEAE 121AKM@FEF - fE 27 mARLbl “3”

() FEREFENE 121AS(D R —

O WME C (EEFFREE)

i) Mx 37 mALL

113 5”



g — 200038 15 H
LEGISLATIVE COUNCIL — 15 March 2000 207

ftE X 2 R (2 IE =<

(V) FEENSE 12IAT fFh —
i) EEOXP EF_RNERDY KR 2R’
A BE R AT AT R R R R AT (A F R
By (% 325-» ERER0RA 4.
) MEZEGFImMMARLL —

LU A A AR R R R
REZTHAIEEMME NOZEA —

Z R E NAR &R
’%

(@)

)]]HH uuu

b FMEARSHG
HNE

© (@5 (b) B A 2 it 1y
ANH & & B

d BREZZAGTH
Il A 57 B B9 fE {7
EE A 7
(W)  {EEBEIE 121AY ffh —

i  EHEOFP-WE FIHANT MRS “EFE
ALy | A

(i) fEHE Q@ FF-ME H OmARLL aE”
(x) EEBOE 121AZ Kh —

i  EHEOFP-WE FIHANT WAL “EFE
ALy | A



g — 200038 15 H
208 LEGISLATIVE COUNCIL — 15 March 2000

ffE X 2 R (2 IE =<

i) EH G @HF - WE “FiHAT MALL “#F
O A

(y) EEFEAEI2IBAGRT -FERMAERN “FIT ZAETINA “F

2
(z) EEBENE 121BB KR —
i fFEHEOKF —

(A) FEMEEHRN "FEET ZEMA CE

A

B) OGS “FET ZETMA "EFE
e

i) EBE@FHF - £ FIT OZETMA FEE

i
(za) M A 121BC feim (AL —

“1218C, RBEMREEATERL
1 8 R
S R R R R A

BIY (5 24 ) 5 59 (DIRMHE - RIS H

2 (T 10 1 L R 34 R LT —

@ B M AT B8 i AR R B (L A e
XK

by BEMEREFOEHG D K



g — 200038 15 H
LEGISLATIVE COUNCIL — 15 March 2000 209

ftE X 2 R (2 IE =<

@ (NBEBZZHEENREE) FZ%
ST

I8 5 ft 4 TR 17 L % B B K T O LI 1 3
T 5 ) 601 35 010 38 52 o T 6 R Y R <

(zb) MIEBFEAE 121BD) E (DEALL —
“(3) fF o G AL E AN B AT A AR A
B RBEHAREA > HFTMEANEENEAZE®
i > A ZE (5] 25 EH AR 48 A 93 10 25 1 % SUHIT B0 AR 82 5
121BB(2) R MM N R B P — EHE &
Tl ST P R -
(4) 2 (1) 8% (2) F AT 2 5 19 £F fo] A %
B e T AN B AR 9B BB (1) B (2) 3 il B2 H Y
BER o B (3) FR BT BRI A (T AT A S & B S R T 4
f@8 [0 % 2R B B E AR B R K A i £2 H Y £ e R
o AVEILIE » —RRESE > Al b AT A B2
24 o7
(zc) {EREFEME 121BE e —
() & “FIT ZHIMA “EER
i) fE “5" mALL “67
(zd) FEREFEMIEE 121BF R —
() & “FIT OZHIMA “EER
i) fE “5" mALL “67

(ze) TEREHEIIE 121BG fth —



g — 200038 15H

LEGISLATIVE COUNCIL — 15 March 2000

BEEBER
i)  MEZFE G & @WHIMRLL —

“(3) BRIEELLTEBN  &HIE
REEGNEERHBRFEZTHGKE X
BB E —

(@) AEEHFEHE AHEST
ERMREGRRE
KB F] 3%
ﬁ*‘ﬁﬂ% ,?—i{ﬁ;gz
%%#gﬁ$nk
HERAEGHEPA
7K

b)) HEBEREEGEERE
2% A8 2 H 1T 0 R
NAGERKE KR
I F] %% o

(4) EBERREGHFEHHERE
AGREVHBR LABGHREDE
H B A RS A -

4N NLERZRET —

(@)  FEAE IR B A
P2 HH By H R R 2
o4 5 B

(b)) T(FHUEFZIEHE
e 168 14 -

ERTEG LA ERE MEHZE
P E W B DLE T E A R R



g — 200038 15 H
LEGISLATIVE COUNCIL — 15 March 2000 211

ftE X 2 R (2 IE =<

(ii) f’?ﬁm(a) > 7 “121C~ " Z2#% A

“121D ~
(zf) FEEFEE 121BHWGF > M EfFE ‘@5 > 7 ZH&RWAT
BFA MR —
“BIEILgE —
@ —RIEAFERFETE ARSI
$1,000, 000 R EZZE 5 4 5 5
b)) —REHISERFEE  "JESF 6
eI KRERZ6MA -7
(zg) MA —

“121BI. HTFIFEMALEE
HEFREER

JLEMRA —

l

7Q

(@ fF BB A E AT AR s R
REBMEZREL > I H

(b) AR L AR 92 AN S B A At A
FA 5 B R E Y BCGRIOIE
RENEZEFE

% A Sl S N S B O B O e R e A At 5
FRE M E RGN > AIHE 121C 1I7:<ﬁﬁ~ Z AN
HEFLESEETRECMERS -



g — 200038 15H

212 LEGISLATIVE COUNCIL — 15 March 2000
ffE X R IEE
BT 15 L mA —
“3A. MmAKTE 4
BmA —

NE (55 121B f5&]

JE & 95 1T 7 58 7 5 XA D
¥y 25 T 75 E

. HEMXSERERELSHE
e B E R LEMNZZ G MR EE
F W15 8 FF A R

2. A AR ik E R 5 E
Rl S 1 R R B Y A B Y

REREMEME -

3.  HAIREREM B EA > DI
FIZ BN E PSSR A ET -

4. B (HfefBRpl) (% 117 &)
2 19 (16) {6 fr 57 E 1Y 58 23 16 H 838 25
2332 WY B R B R TH B = A o O B
73 AR 1Y — il o B R 2R IR R A B
J& B 5% <5 & F 52058 A 2E LAY {7 A
75 2 5 9 B iR 7% 5 A 5 1Y — i 0 1Y
ERRECME -

yuy

5. fE M AH B R E A s B
7 & HR Y — & o 1Y B RS G A -

6. 1 Bt %5 E Al DG R i B 1
i B I (B I 15 B 23 > 1S i A 1
A or B9 B B AE & Bl T (R
1y e



g — 200038 15H

LEGISLATIVE COUNCIL — 15 March 2000

213

iy 2% 1
%1 3H

(@)
KL —

7R 2 1k =

7. HBEALAEMEEFLESRREH
i 5 G R DUGE A M IS B RF B RZ
AR B RE SR

8. MR E AN - GEMR HE - &
T %2 B ra B R A] B R B2 0 B B ol
Al DLEFI IS B A RE 55 -

9.  HLAEREEKE R
[y 55— Rk B 12 B 75 3@ @l LL(E Al
— R BSFFRES

=
5

%
=5
4

10, B — % A\ 2 A 52 5
i R DUBE R S F RS B R R R

T 8% A F5 8% A R 109302 1 10%0 2
BATRA " "

FEEET - £ “ZRE5rE" WERTD - ME#EFE DT

) R KRR AR G B LT R E R A&

j\_

B fa] A BT 07 1 a6 ( BAE H 42
EHE NET LW el OBy ~ Sk B
5 1 B 35 5% A BT 07 17 % B IR
HET I ENNIER ) M
HE2FEZ AT 5% A
1S3 7 > (5 bt 177 38 80 1F R 2 1l
BEBTUEMME NG S5H
NG A i (A VA A (5
HAY 5 B

(1)

BUTHHNMEEREFFA
HyRE R A A —

(i)



g — 200038 15H

214 LEGISLATIVE COUNCIL — 15 March 2000
fie X HEEEIERE
(A) BT E AR P i E /Y IR
e AK R S B
B) ETE - E 8 R
& N A 2 (4 59 I %5 i Jl Ay
EREME T
(b)) FEOEH - FFEEN WUV BEEE WESEFT —
i ME BT
(i)  fffl =% “financial”
ff 2= 1 mA —
“19A. 275 (3) & Bhr “SeREE - HE EL
REZFE RN HE
e (D7 mARLL "
& M B A E N (D)
AER N EREE -
EWRXB®EZFNE
ff 2= 1 FERGEIE THA Rh —
520 1

(@ EHE D @FF —

O MR CWET m AL TR B E R
TR > EdE iR

i) fE fElT Z®'&IA "(HREZKSE
WO HL A ST 78 18 Ho B AT BR SR )™



g — 200038 15 H
LEGISLATIVE COUNCIL — 15 March 2000 215
fEg X HEEIERE
b FEE @@ ME BT omALL R4
(©) EE Q) FH —
(1) FEdRF —
A fF ‘@B ZHEHiMmA “f
H”
B E BT Z®'imA o DU EA]
RAGFTEFA Sy
(i) FMES - F “H” 2#&mA “F
1]
d HFEWDxh —
(1) £ M7 OZETImA “BRE (4M) S
BHESN 7
i Mx “&B7 mALL T
e MmA —

AN IR FAE A B A G
TS TREEMAHEGFEEHELLS
MIRERZRPFAEEMEFEMLL > AR
7 v SRR AR IR 56 (4) 3K 2 IR iR A% B

O  FEBGMFT o E W ZBRMA T
i 2% 1
522 1H

FERFENE TTW @S - X “247 mARL “3EH"



g — 200038 15H

216 LEGISLATIVE COUNCIL — 15 March 2000
ffE X R IEE

fif 3% 1 TEREFEAEE 81 fikrp —

5 25 IH

@@ MEHQFmMARLL —

“(2) % 55 (4B) 3K 55 F #LUE 4b -
FLA 5 8 BRZ 22 5 v P 422 1 B9 (2 T 03 N 78
hRE 77 A R B 2 T a% S5 R 0 T B R
RopmWMELZETERAERZERE
- MIZZGE0LARRZESE S —

@@  DLEZ A A3 2 5L

SIS £
T

(b) W O FE AT
HEEEZET R
(BN TR 7RSS
L6 B fib B R 1Y 95 0E

ik B WAE R Z &R

=

b) EFE@HF  ME “BzREXHE" WAL "L

e f 22 R
© fFEHDHKF —

H £ TBAET ZBRIA "TRNEGHD
B> LUV

i) MWEE "EBH -7 ZRMEFA
@ A —
“ (40 2 (4) 5K A &2 BB (2) 5K

FiT 58 19 28 5 7 s LU H YT B2 B 56 (2) 3K
FiT £ 5l B9 3% 23 R REA] —



g — 200038 15 H
LEGISLATIVE COUNCIL — 15 March 2000 217

7R 2 1k =

@ RBOZXFEFTNWEHE
i B H AR K
SHMHAZLGMEEAE
BAHEREL M
EREEREEZ
R B i E E
Ry OR AT R R &
E SR i SR
HHEHME EREE®R
TRBITHERESR
(SR

b RBEBOZXFEFTNVE
i B H AN EZ R 5
I o7 O
i BT ¥ R% X 5 R
BHENEREMLE MW
ZERBRELEREE
2K 5B R e E
7E Ry IR 38 8 17T 3% %
(E - SR LU )
i H M & E K&
® R BT HY &

E R
B Gw A A£G AN E &R HE T
ERZZEGHRANETFNERL NEEZSFE
¥ o

(4B) %5 (2) FA#E FH #2557
AER & LT RHEE T > R SR $2 ik
W EE 75 6 T e F IO A —



g — 200038 15 H
LEGISLATIVE COUNCIL — 15 March 2000

7R 2 1k =

@ RE R R
7 & i & 5 5
BB B 6 5 5

(b)  BZH & A 2
TEEBRRER
EER /AT sl
MBIHY 5 B

© BABEELZEG
ALl IV A N 2 ST
=RNUERNEO S Wi /)
J

B3 50 57 SR 72 34 154 B 9 95 T 2 1
T B2 B 5 2% L 4R D 1 LS 4T
TE i H B A -

(4C) 25 (4B) FX AT $2 ikt 1y 57 FE R
EZHEEEREWEEROHE B T AR
o MEEARE —

(@)  fF 41 itk 5 PH By 3 1A
g 12 MAAN (&
D #E i) —H
B K

(®) AT DLW R

—REH R
KT Em 12 (@
Aem o

5 (6)d)Fih - = 57 mfULL “6”



g — 200038 15 H
LEGISLATIVE COUNCIL — 15 March 2000 219

ftE X 2 R (2 IE =<

® A —

“(8) RALEEMH > NZXHEE
17 W58 (4B) FUKE B B 1Y 38 77 18 7 8077 U
A IS (DN EEER M EZL S A
MERZ AN MG ERESFHER - BE -
HEH - BHHE MR H M TR
H o7 o

fF 2% 1 TERERRIEE 81A flRrp —
5 25 IH
@ fEHQ@KF —

i TEEZRT ZEMA TFRE GRS
HRIEI > 7

(ii) il £ “either”
i) MA —
* (aa) PLE% A 5 pd Bl K
T 74 Bt 15 & B9 AR #
ANH % FERL
ﬁ ” .
(v) FE®EEH - il E BT

b) HEFEQ@HF ME “BzREXHE" WAL "L

it f 22 R
© fFEHDHKF —

H £ TBAET ZBRIA "TRNEGHD
B> LUV



g — 200038 15 H
LEGISLATIVE COUNCIL — 15 March 2000

7R 2 1k =

i) MEE "EH -

mA —

TZBREFTAE T A

“ (40 2 (4) X AL A 72 AL A
2 v s LU H B i B F R 75 1 A

R —

(@)

(b)

(©)

(d)

B 17 8% & P A R P
B & B £r 58 & K
H B © B

BT & & F 1 E 5
figt bR BB R X 5 8 P
e ik 0y B %5 53 R A
HREEL W

BT E F oA &
7 A 5 AT ALY
EREML MMEm
ZEREAETREME
A A B

BT &% F s
NI R
BENEREME M
ZERELEREE
2K 5B R e E
TE Ry IR 38 8 1T 3% %
(€ SR RO LRt
fiEEMEERE
" AR E AT 0 &
B



g — 200038 15 H
LEGISLATIVE COUNCIL — 15 March 2000 221

()

()

€:9)

7R 2 1k =

BEZX G AAEERSZEFNSERET
NAEEZRZEGHAMEFNRER TREEZXSF
o AL

5 G KHF —

() FE@FT MEE BT 2Ry M
B

(i) M EOGREE
5 (@) dFk - % “5" mARLL “6”
mA —

“(9) RRALEEMH > NZXHEHE
RS Q)RR ERNEZRETRFERRE
WRRERARAE - & EE G S AT E
i S BT A PR A~ T {A] RE AT B AR AT ] H At
AN RIS (4) F 15 8 1 T M 08 B% 2K 5 7 R e
R bt NI EPHERNESZHEFR B
e HEH B SHE M SROLEAM G AR
H o7 o

ffF 2% 1 FE (D) B 1o i 25 22 B B9 28 (vitD B i AR DL —

527 IH

" (viii) FTEHZXSEETHNESRRESME

ff 2% 1 M 2 (b)EZ -
5 32 15

K



g — 200038 15H

222 LEGISLATIVE COUNCIL — 15 March 2000
fi& X R IEE
if 2= 1 M 2% () ke (d) B -
5% 33 1H
fif 3% 1 il 2= 5%
5% 34 15
fif 3% 1 M 2 (@) k. ()% -
5 35 1H
fif 3% 1 M= Eim AL —
5 36 IH
“36. 5 94 f& FERRImM ALl —

‘9. RMERERESAE
R iER T RBEEN

BES(EFAHESR
BEEZEGHEPE) (B 24 F)
#HSI(DBRIMEE > REFH 90
B 91 o &= A K% B A R B AR A
lgER —

(@) B i 77 80 H

e A ok B AT
Al 2 5 R
(b) Ry {E ATk R
7 FHE
GO
© MEZREZAE
g K



g — 200038 15H

LEGISLATIVE COUNCIL — 15 March 2000 223
& X HEE L=
@ (8 Z
Q=TT O =
8 ) [\
SAm -
¢ B8 L AE 78 17 H A% BUAD B B
il g & (i 88 {70 1% D ifn 2 ) B %
EHERE TR EENE
fF 2 1 it 2% (b) K (©)B%
537 IH
ifF 2% 1 i 2= (a) Bz -
2 38 1H
ifF 2= 2 mA —
T6A. B 2903k EERROEZMALL —
) EZEZAEGHEREXE
ERTELED A g E
& & KB 1A
i 2% 2 Ml 25 2 SR i 55 29AA () @) R ) im (AL —
= T IH

") EEA RN SR B B8 ST ECE PR A
A B % <5 A1 A B 18 B R S0 R & & R0 77 2l 1Y A
i Bi R & B (5N H E ST & B RN B R 1

NER AN EHEE &



224

g — 200038 15 H
LEGISLATIVE COUNCIL — 15 March 2000

i 2= 2
51218

it 2= 3

7R 2 1k =

b BEELZETEMEZXMEPITHELED AN EENK
RERAHIF & 7

i = eZEm ALl —

“12. %5 55A f& @ f£ B (DO ;P - FEBR
81T M ARl T81(2) Kk
(4) ~ 81A(2) K (4)”

(b) & Bk 58 (2) (@) & ()5 1 AR 2L

‘) KEREZANHE
STHERRE®
Ry & & KR
KA 3 > 7%
HE ST g S
Z NiE A&
HIEE &

(b) 1 % % o 47
0 5 HiE S 2 7
TEERBA
K B o# A
o7 o7 o

5 L EZBMmA —

1AL ERTTEEMGRET S 3(DOfRF > MA —
(5 155 &)
“Ga) (EEZREBRBT) (Z5 333
) PR YL M e E
N#EZEMAFER - 1M
7 K & & & BB
121AM & ®E M
;7 e



g — 200038 15H

LEGISLATIVE COUNCIL — 15 March 2000 225
fie X et R A
i 2% 4 =5 1
i 2% 4 M =56 3 feim AL —

3 HRXSBREESFWRG

(D (FEHFGEA) (5 333 =) 56 81 Kk (HE
155 25 AL S8 A R 18 B2 5 5% 0H A2 S0H0 A 5 R B
SGEAEFHNRAANLBZIRGENEFREEREZRE
R 77 -

(2)  INAESXEEMT SR 1 55 25 AT - AR HE A
EHZRN X GEEEERZ ANSEKZE N —

@ HERSEARZANE R EMA
ae o3 17 1 LUPE TRy 171 5% 22 5 v 1 B K
BRI R EE 0B

(b) B {1 A I BT I SR B
%

ZH AR H A RN 3 E B B R H R R R
W W N R A R T E% 2 5 v A2 Bl B ) A 42 IR R
HRETH > NEENR (EFHA) (5 333 %) 5 81A
e CEEMYFR 128 25 TP M ) - 7



g — 200038 15H

226 LEGISLATIVE COUNCIL — 15 March 2000

Annex 111

SECURITIES (MARGIN FINANCING) (AMENDMENT) BILL 1999

COMMITTEE STAGE

Amendments to be moved by the Secretary for Financial Services

Clause

2 (a)
(b)
(©)
(d)
(e)

Amendment Proposed

By deleting the definitions of "agent" and "audit".

In the definition of "financial accommodation”, by adding
"a" before "discounted" and "guarantee" respectively.

In the definition of "securities collateral” -
(1)  in paragraph (b), by adding "or" at the end;
(1) by adding -

"(c) for the purpose of section 81A
only, with the dealer as security
for a purpose other than the
provision of financial
accommodation;".

In the definition of "securities margin financier's
representative”, in paragraph (a), by deleting "an employee
or agent of" and substituting "a person in the employment
of, or acting for or by arrangement with,".

By adding -

""group of companies" (/% & % &) has the meaning

assigned to it by section 2(1) of the Companies
Ordinance (Cap. 32);
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Clause Amendment Proposed

"margin ratio" (ff: 4 [t.3%), in relation to each
description of securities collateral, means the
percentage of the value of such collateral up to
which a client is generally permitted to borrow
(or otherwise secure other forms of financial
accommodation) from a securities dealer or
securities margin financier against that
particular description of securities collateral;

"margin value" ({#:% 4 {g{d), in relation to each
description of securities collateral, means the
maximum amount of money which a client is
generally permitted to borrow (or otherwise
secure other forms of financial
accommodation) from a securities dealer or
securities margin financier against that
particular description of securities collateral;".

3 (@) By deleting the proposed section 121B(2) and (3) and
substituting -

"(2) Subject to subsection (3), this Part does
not apply to any of the activities listed in Schedule 4,
and a person who carries on such activities and no
other securities margin financing, need not be
registered as a securities margin financier.

(3) Where a person carries on a business of
securities margin financing to which this Part applies
and, in addition, carries on any of the activities listed
in Schedule 4, then this Part applies to such other
activities.
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Clause Amendment Proposed

(4) The Commission may, by notice in the
Gazette, add to, delete from or modify any of the
provisions in Schedule 4.".

(b) In the proposed section 121C -

(@)

(i)

(iii)

in subsection (1) -

(A)

(B)

by deleting "A" and substituting
"Subject to section 121B(2), a";

by adding ", in Hong Kong" after "must
not";

in subsection (2)(a) -

(A)

(B)

by deleting "$200,000" and substituting
"$1,000,000";

by deleting "2 years" and substituting "5
years";

in subsection (2)(b), by deleting "level 5" and
substituting "level 6";

(iv) by deleting subsection (3) and substituting -

"(3)  Where a person provides
financial accommodation and reasonably
believes that it is not to be used to
facilitate the acquisition of securities
listed on a stock exchange or the
continued holding of such securities, the
person  providing  the  financial
accommodation does not contravene this
section. ".
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Clause Amendment Proposed

(c) In the proposed section 121D -
(i)  in subsection (1) -

(A) by adding ", in Hong Kong" after "must

not";

(B) in paragraph (b), by deleting "prepared
to act as";

(1)) by deleting subsection (3).
(d) In the proposed section 121E(1)(b) -

(1) by deleting "company" and substituting
"person";

(1) by adding ", except business that is necessarily

incidental to carrying on such business" after
"financing".

(e

N

In the proposed section 121F -
(1) by deleting subsection (3) and substituting -

"(3) An applicant must furnish to the
Commission, at the time of the application,
such information as may reasonably be
required by the Commission -

(@) regarding the services
which, if the application is
allowed, the applicant will
hold himself out as being
able to provide; and
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Clause Amendment Proposed

(b)

(©)

regarding the  business
which the applicant
proposes to carry on and to
which  the  application
relates, or relating to any
person whom the applicant
intends or proposes to
employ in such business or
any person with whom the
applicant intends to be
associated in the course of
carrying on such business;
and

to enable the Commission
to take into account any
matter relating to -

(1)  any person who is or
is to be employed by,
or associated with,
the applicant for the
purposes  of  the
proposed business to
which the application
relates; and

(i) any person who will
be acting as a
representative in
relation to  such
business; and
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Clause

Amendment Proposed

(i) any substantial
shareholder, director
or officer of the
applicant, any other
company in the same
group of companies
as the applicant or to
any  director or
officer of any such
other company.";

(1) in subsection (4), by deleting "and is liable on
conviction on indictment to imprisonment for 5
years." and substituting -

"and is liable -

(a) on conviction on
indictment, to a fine
of $1,000,000 and to
imprisonment for 5
years; or

(b) on summary
conviction, to a fine
at level 6 and to
imprisonment for 6
months.".

(f) By deleting the proposed section 121G(2)(a).
(g) In the proposed section 121H -
(1) by deleting subsection (2)(a);

(1)) by deleting subsection (5) and substituting -
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Clause Amendment Proposed

"(5)  For the purposes of this
section, the Commission may take into
account any relevant information in its
possession whether provided by the
applicant or by some other person.".

(h) In the proposed section 121J(3), by adding ", and the
Commission must provide reasons for its decision when
requested to do so" after "heard".

(1) In the proposed section 121R(2)(h), by deleting "(whether
convicted of the contravention or not)".

()  In the proposed section 1218 -

(@)

(i)

in subsection (1) -

(A) in paragraph (b)(ii), by deleting the full
stop at the end and substituting "; or";

(B) Dby adding -

"(c) whether any of the
circumstances referred to in
section 121R(2) has
occurred in respect of a
particular registered
financier.";

in subsection (4), by deleting "impose a
penalty under this section" and substituting
"take any action under subsection (3)".

(k) In the proposed section 121U(4), by deleting "impose a
penalty under this section" and substituting "take any action
under subsection (3)".
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Clause

)

Amendment Proposed

In the proposed section 121V(3) and (4), by deleting
"cancel" and substituting "revoke".

In the proposed section 121W(1) and (2), by deleting
"impose any other penalty on" and substituting "take any

other action against".

By adding -

"121WA. Additional powers of Commission
for direction of registered
financier or registered
financier's representative

(1) In addition to the powers under
sections 121R, 1215, 121T and 121U, the
Commission may issue a direction to a registered
financier or registered financier's representative to
limit its or his business operations in a manner
specified in the direction, including, without limiting
this section, for the purpose of -

(a) closing down the operations
in connection with a
revocation of registration;
or

(b) carrying on only essential
operations for the
protection  of  client's
interests during a period of
suspension of registration.

(2) Where a direction is issued under
this section to a person in connection with revocation
of registration or suspension of registration and that
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person carries on business operations in accordance
with such a direction, he is deemed not to contravene
section 121C or 121D, as the case may be.

(3) A securities margin financier who
carries on business operations contrary to a direction
issued to it under this section commits an offence and
is liable -

(a) on conviction on
indictment, to a fine of
$1,000,000 and to
imprisonment for 5 years;
or

(b) on summary conviction, to
a fine at level 6 and to
imprisonment for 6 months.

(4) A financier's representative who
without reasonable excuse acts in a manner contrary
to a direction issued to him under this section
commits an offence and is liable on conviction to a
fine at level 4.".

In the proposed section 121Y -

(1)  in subsection (1)(d) -

(A) by deleting "terms on which financial
accommodation is provided" and
substituting  "amount of financial
accommodation being provided, or the
terms on which it is provided,";
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Clause Amendment Proposed

(B) by adding "(except as a result of interest
charged by the financier)" after "debit";

(i) in subsection (2), by deleting "give" and
substituting "provide";

(ii1)) 1in subsection (3) -

(A) in paragraph (d), by adding "together
with the interest rate and basis of the
interest calculation thereon" after "the
accommodation";

(B) in paragraph (h), by adding "initiated"
after "all disposals";

(iv) by deleting subsection (4)(b) and substituting -

"(b) provide the statement to the
client,

unless there is no transaction in the
account over the relevant period and the
account does not have any outstanding
balance and holding of securities
collateral during the relevant period.";

(v)  in subsection (5)(h), by adding "initiated" after
"all disposals";

(vi) in subsection (6), by adding "without
reasonable excuse" after "who".

(p) In the proposed section 1217(3)(a), by deleting "2 years"
and substituting "3 months".
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Clause Amendment Proposed

(@) In the proposed section 121AA -
(1)  in subsection (1) -

(A) by deleting "As" and substituting
"Subject to subsection (4), as";

(B) Dby adding -
"(aa) registered in the name of

the financier or a nominee
controlled by the financier;

or";
(C) in paragraph (b) -
(I) by deleting "financial";

(I) Dby deleting "; or" at the end
and substituting a full stop;

(D) by deleting paragraph (c);

(1) 1in subsection (2), by deleting "the safe custody
of documents" and substituting "such safe
custody";

(ii1)) 1in subsection (3) -

(A) by adding "take reasonable steps to"
after "must";

(B) by deleting everything from "This" to
"transaction.";
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Clause

(iv)

v)

(Vi)

Amendment Proposed

in subsection (4)(a), by deleting "financial"
after "authorized";

in subsection (5), by adding ", other than one
given by the client authorizing disposition of
securities under subsection (4)(b) or (c) where
the client is in default under the relevant
securities margin financing agreement and fails
to rectify such default when requested to do
so" after "subsection (4)";

in subsection (7) -

(A)

(B)

in paragraph (a), by adding "and to
imprisonment for 2 years" after
"$200,000";

in paragraph (b), by deleting "5" and
substituting "6";

(vil) by adding -

"(9) For the avoidance of
doubt, subsection (3) shall not be
construed as requiring the registered
financier to ensure that the relevant
securities are  not  redeposited,
transferred, lent, pledged, or repledged
or otherwise dealt with by an authorized
institution or a registered dealer with
whom the financier has deposited the
relevant securities in accordance with
subsection (4).".

(r) In the proposed section 121AB -
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(1)  in subsection (4), by deleting everything from
"For" to "-" and substituting -

"Where the Commission
reasonably believes that a registered
financier cannot comply with the
financial resources rules, it may, for the
purpose of ascertaining whether or not
such compliance is taking place -";

(i1))  in subsection (6) -
(A) Dby deleting "4" and substituting "6";

(B) by deleting "$250" and substituting
"$1,000".

(s) By deleting Division 4 and substituting -

"Division 4 - Agreements with
unregistered
financiers

121AC. Application and
interpretation
of this Division

(1) In this Division, "agreement" ({7
#% ) means an agreement the making or performance
of which constitutes, or is part of, the business
activity of securities margin financing.

(2) This Division applies to agreements
entered into after the commencement of this Division
by unregistered securities margin financiers with
their clients in connection with the business of
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Clause

Amendment Proposed

securities margin financing carried on by those
financiers.

(3) A reference in this Division to an
unregistered securities margin financier is a
reference to a securities margin financier -

(@) who is not registered under
Division 2; or

(b) whose registration under
that Division is suspended
or revoked,

but does not include a reference to a person who does
not contravene section 121C because of the operation
of section 121WA(2), 121BH(1) or 121BI.

121AD. Agreements made by
unregistered
persons

(1) Subject to subsection (2) and section
121AE(2), an agreement made by an unregistered
securities margin financier ("the provider") in the
course of carrying on a business of securities margin
financing in contravention of section 121C is
unenforceable against the other party ("the
purchaser").

(2) Where a securities margin financier
has had its registration suspended, nothing in
subsection (1) shall make unenforceable against the
purchaser those parts of an agreement that was
entered into before such suspension relating to -
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(a)

(b)

(c)

(d)

(€)

(®)

the payment of fees and
charges including interest
on loans outstanding;

the calculation of margin
value;

the calculation of margin
ratio;

the provision of securities
collateral;

the making of margin calls;
or

the disposal of securities
collateral.

(3) The purchaser is entitled to recover

(a)

(b)

any money paid or other
property transferred or
otherwise parted with by
him under the agreement;
and

compensation for any loss
sustained by him as a result
of the provider being
unregistered, provided that
the purchaser did not, at the
time such loss arose, know
that the provider was
unregistered.
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(4) For the purposes of subsection
(3)(b), compensation shall only be recoverable for

loss that is -

(a)

(b)

a direct result of the
provider being
unregistered; and

within  the  reasonable
contemplation of the parties
at the time the agreement
was entered into.

(5) For the purposes of subsection (3) -

(a)

(b)

the amount of money or
other property; and

the amount of
compensation,

that the purchaser is entitled to recover 1is -

(@)

(i)

such amount or property, or
combination thereof, as the
parties agree to; or

on the application of either
party, such amount or
property, or combination
thereof, as the Court
considers just and equitable
and on such additional
terms as the Court may
impose.
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(6) If the purchaser does not perform
the agreement, the provider may apply to the Court
for the repayment of any money and the return of any
property received by the purchaser under the
agreement, and the Court may make such order on
such terms as it considers just and equitable.

121AE. Agreements made
unenforceable by
section 121AD

(1) This section applies to an agreement
which is unenforceable because of section 121AD.

(2) If, on the application of either
party, the Court is satisfied that the enforcement
conditions are met, it may, subject to such
modification as it considers just and equitable, allow

(@) the agreement to be
enforced; or

(b) all or part of the money
paid and property
transferred  under  the
agreement to be retained,

or a combination thereof.
(3) The enforcement conditions are -
(a) that it is just and equitable

for the agreement to be
enforced or for all or part
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(b)

of the money paid or
property transferred under
the agreement to Dbe
retained, or a combination

thereof; and

where the applicant is -

(@)

(ii)

the provider,

that he
honestly and
reasonably

believed that
he was not
contravening

section 121C
by making the
agreement; or

the purchaser,
that he did not,
at the time the
money was
paid or other
property  was
transferred or
otherwise
parted  with,
know that the
provider was
unregistered.

(4) If property transferred under the
agreement has passed to a third party, a reference in
section 121 AD or this section to that property is to be
read as a reference to its value at the time of its
transfer under the agreement.".
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(t) In the proposed section 121AK(4), by deleting "2" and
substituting "3".

(u) In the proposed section 121AS(1) -

(1)
(i)

(v) In the proposed section 121AT -

(@)

(i)

by deleting "(and without intent to defraud)";

by deleting "3" and substituting "5".

in subsection (1), by adding ", but such auditor
may be the same auditor as the one appointed
for the purposes of the Companies Ordinance
(Cap. 32)" after "records";

by deleting subsection (3) and substituting -

"3)

(a)

(b)

()

(d)

A person who -

is an employee of the
financier; or

is an officer of the
financier; or

is an employee of a
person referred to in
paragraph (a) or (b);
or

belongs to any other
class of persons
prescribed by
Commission rules,
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(%)
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Amendment Proposed

is ineligible for appointment under this
section.".

In the proposed section 121AY -

(1)  in subsection (1), by adding "examine," before
"audit";

(1) in subsection (2), by deleting "section" and
substituting "Division".

In the proposed section 121AZ -

(1)  in subsection (1), by adding "examine," before
"audit";

(1) in subsection (5)(c), by adding "examined,"
before "audited".

In the proposed section 121BA, by adding "examination
and" before "audit" where it twice appears.

In the proposed section 121BB -
(1)  in subsection (1) -

(A) Dby deleting "to audit" and substituting
"to examine and audit";

(B) Dby deleting "the audit" and substituting
"the examination and audit";

(C) in paragraph (b), by deleting "the audit"
and substituting "the examination and
audit";
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(1)  in subsection (2), by adding "examination and"
before "audit".

(za) By deleting the proposed section 121BC and substituting -

"121BC. Auditor and auditor’s
employees may disclose
information in certain
circumstances

Notwithstanding section 59(1) of the
Securities and Futures Commission Ordinance (Cap.
24), an auditor appointed under this Division and any
employee of such auditor may disclose information
that comes to his knowledge in the course of
performing his duties as such auditor or as an
employee of such auditor (as the case may be) -

(a) for the purpose of carrying into
effect, or complying with, any of
the provisions of this Ordinance;
and

(b) for the purposes of any legal
proceedings; and

(c) to the Commission; and

(d) in the case of an employee of an
auditor, to the auditor.".

(zb) By deleting the proposed section 121BD(3) to (7) and
substituting -
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"(3) A registered financier or any of its
officers, employees or agents or any auditor
appointed by a financier must answer all questions
relevant to an examination and audit which are put to
him by an auditor appointed under this Division or a
person authorized under section 121BB(2).

(4) Any person mentioned in subsection (1)
or (2) who, without reasonable excuse, fails to
comply with any request made to him under the
relevant subsection, or any person mentioned in
subsection (3) who, without reasonable excuse,
refuses or fails to answer any question put to him
under that subsection, is guilty of an offence and is
liable on conviction to a fine at level 5 and to
imprisonment for 2 years.".

(zc) In the proposed section 121BE -
(1) by adding "examination and" before "audit";
(1) by deleting "5" and substituting "6".

(zd) In the proposed section 121BF -
(1) by adding "examination and" before "audit";
(1)) by deleting "5" and substituting "6".

(ze) In the proposed section 121BG -

(1) by deleting subsections (3) and (4) and
substituting -
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"(3)  The Commission must not
waive or modify a requirement of a
prescribed provision unless it appears to
the Commission that -

(@) compliance with the
requirement in
question would be
unduly burdensome
for the applicant
having regard to the
benefit which
compliance ~ would
confer on the
investing public; and

(b) the exercise of this
power in the
particular case is not
contrary to  the
interest of  the
investing public.

4) On granting an
application made under this section, the
Commission must give  written
notification of its decision to the
applicant.

(4A) Where the Commission -

(a) refuses the
application made
under this section in
whole or in part; or
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(b) imposes conditions
on granting the
application,

it must notify the applicant in writing of
its decision and the reasons for making
such decision.";

in subsection (7)(a), by adding "121D," after
"121C,".

(zf) In the proposed section 121BH(4), by deleting everything
after "offence" and substituting -

"and is liable -

(zg) By adding -

(a) on conviction on indictment, to a
fine of $1,000,000 and to
imprisonment for 5 years; or

(b) on summary conviction, to a fine
at level 6 and to imprisonment for
6 months.".

"121BI. Certain unregistered persons

to be permitted to carry on
limited business

A person who -

(@) 1mmediately before the
commencement of this Part,
carried on a business of securities
margin financing; and
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(b) continues to collect interest
accrued or accruing on sums
already advanced under financial
accommodation granted before
the commencement of this Part,
is deemed not to be carrying on a business of
securities margin financing for the purpose of section
121C, but only if the person does not carry on, or
hold itself out as carrying on, any other securities
margin financing.".
New By adding -

"3A. Schedule 4 added
The following is added -
"SCHEDULE 4 [s. 121B]

KINDS OF ACTIVITIES EXEMPTED
FROM PART XA

1. The provision of financial accommodation by a
registered or exempt dealer in order to facilitate
acquisitions or holdings of securities by the dealer for the
dealer's clients.

2.  The provision of financial accommodation by a
mutual fund corporation in order to finance investment in
any of the corporation's mutual funds.

3.  The provision of financial accommodation by an
authorized institution for the purpose of facilitating
acquisitions or holdings of securities by the institution's
clients.
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4.  Securities margin financing that is or forms part of a
stock borrowing, or a stock return, as defined by section
19(16) of the Stamp Duty Ordinance (Cap. 117), or any
transaction in securities similar to such a borrowing or
return.

5. The provision of financial accommodation that forms
part of an arrangement to underwrite or sub-underwrite
securities.

6. The provision of financial accommodation to
facilitate an acquisition of securities in accordance with the
terms of a prospectus, regardless of whether the offer of
securities 1s made in Hong Kong or elsewhere.

7.  The provision of financial accommodation by a
company to its directors or employees to facilitate
acquisitions or holdings of its own securities.

8.  The provision of financial accommodation to a
registered financier, a registered or an exempt dealer or an
authorized institution to facilitate acquisitions or holdings
of securities.

9.  The provision of financial accommodation by a
member of a group of companies to another member of the
group to facilitate acquisitions or holdings of securities by
that other member.

10. The provision of financial accommodation by an
individual to a company in which he holds 10% or more of
its issued share capital to facilitate acquisitions or holdings

nn

of securities.".".
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Schedule 1, (a) In paragraph (c), in the definition of "dealer", by deleting
item 1 the proposed paragraph (d) and substituting -

"(d) a registered financier, if the only dealings in
securities are -

(@)

(ii)

entering into agreements with a
person (or the act of offering to
enter into an agreement, Or
inducing or attempting to induce a
person to enter into or offer to
enter into an agreement) for or
with a view to that person
acquiring securities, provided
these agreements or acts are made
solely for the purpose of
providing financial
accommodation as a registered
financier to that person; or

disposals of securities collateral
held for a client -

(A) in settlement of the client's
obligation to maintain an
agreed level of margin; or

(B) in settlement of the client's
liabilities to repay or
discharge financial
accommodation  provided
by the financier;".

(b) In paragraph (i), in the proposed definition of "authorized

financial institution" -
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Schedule 1,
item 20

Amendment Proposed
(1) by deleting "financial";

(1)) by deleting "B % ".

By adding -
"19A. Section 75 (3) Add "without
reasonable excuse"
after "who".".

In the proposed section 75A -
(a) in subsection (1)(d) -

(1) by deleting "terms on which financial
accommodation is provided" and
substituting  "amount of financial
accommodation, or the terms on which
it is provided,";

(1) by adding "(except as a result of interest
charged by the dealer)" after "debit";

(b) in subsection (2), by deleting "give" and substituting
"provide";

(c) in subsection (3) -

(1)  in paragraph (d), by adding "together
with the interest rate and basis of the
interest calculation thereon" after "the
accommodation";
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Schedule 1,
item 22

Schedule 1,
item 25

Amendment Proposed

(1)) in paragraph (h), by adding "initiated"
after "all disposals";

(d)  in subsection (4) -

(1) by deleting "A" and substituting
"Subject to subsection (4A), a";

(1) by deleting "give" and substituting
"provide";

(¢) by adding -

"(4A)  Where there is no transaction
in the account over the relevant period and the
account does not have any outstanding balance
and holding of securities collateral during the
relevant period, a dealer need not provide a
statement of account under subsection (4).";

(f)  in subsection (5)(h), by adding "initiated" after "all

disposals".

In the proposed section 77(4)(a), by deleting "2 years" and
substituting "3 months".

In the proposed section 81 -
(@) Dby deleting subsection (2) and substituting -
"(2) Subject to subsection (4B), where
securities which are not the property of the

dealer and for which the dealer, or any
nominee controlled by the dealer, is
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accountable are held for safe custody in Hong
Kong, the dealer must ensure that the
securities are either -

(a)

(b)

registered in the name of
the person to whom the
dealer is accountable or in
the name of the nominee; or

deposited in safe custody in
a designated account with
an authorized institution or
some  other institution
approved by the
Commission for the
purposes of this section.";

(b) in subsection (3), by deleting "the safe custody of
documents" and substituting "such safe custody";

(c) in subsection (4) -

(i) by adding "take reasonable steps to"
after "must";

(i) by repealing everything from "This" to
"transaction.";

(d) by adding -

"(4A)

Subsection (4) does not affect

the right of a dealer to whom subsection (2)
applies to dispose of the securities referred to
in subsection (2) for the purpose of settling any
liability owed by the person (who is the
beneficial owner of such securities) to the

dealer for -
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(a)

(b)

(4B)

dealing in securities which
remains after the dealer has
disposed of all other assets
designated as collateral for
securing the settlement of
that liability; or

financial accommodation
provided by the dealer to
the person which remains
after the dealer has
disposed of all other assets
designated as collateral for
securing the settlement of
that liability, but only with
the written authority of the
person or as permitted by
Commission rules.

A dealer to whom subsection

(2) applies may lend or deposit the securities
referred to in that subsection to a person -

(a)

(b)

()

in accordance with the rules
and regulations of the
Unified Exchange; or

in accordance with the rules
and regulations of the Hong
Kong Securities Clearing
Company Limited; or

of a class specified in
Commission rules for the
purposes of this section,
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but only with the written authority of the client
or as permitted by Commission rules.

(4C) An authority referred to in
subsection (4B) is effective only if it specifies
the period for which it is current and it -

(@) remains in force for the
period so specified or 12
months, whichever is the
shorter; and

(b) may be renewed in writing
for one or more further
periods not exceeding 12
months at any one time.";

(¢e) in subsection (6)(b), by deleting "5" and substituting
"6 " ;

(f) by adding -

"(8) For the avoidance of doubt,
subsection (4) shall not be construed as
requiring the dealer to ensure that the relevant
securities are not redeposited, transferred,
relent, pledged, or repledged or otherwise
dealt with by a person to whom the dealer has
lent or deposited the relevant securities in
accordance with subsection (4B).".

Schedule 1, In the proposed section 81A -
item 25
(a) in subsection (2) -
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(b)

(©)

(d)

(@)

(i)

(iii)

(iv)

by deleting "As" and substituting
"Subject to subsection (5), as";

by deleting "either";
by adding -

"(aa) registered in the name of
the dealer or a nominee
controlled by the dealer;

or";

in paragraph (b), by deleting
"financial";

in subsection (3), by deleting "the safe custody of
documents" and substituting "such safe custody";

in subsection (4) -

(@)

(i)

by adding -

by adding "take reasonable steps to"
after "must";

by deleting everything from "This" to
"transaction.";

"(4A)  Subsection (4) does not affect

the right of a dealer to dispose of the securities
collateral of a client in settlement of -

(@) the client's obligation to
maintain an agreed level of
margin; or



g — 200038 15 H
LEGISLATIVE COUNCIL — 15 March 2000 259

Clause

Amendment Proposed

(b) any liability of the client to
repay or discharge the
financial accommodation
provided by the dealer; or

(c) any liability of the client to
settle a transaction in
securities against which
liability securities collateral
has been provided by that
client; or

(d) any liability owed by the
client to the dealer for
dealing in securities which
remains after the dealer has
disposed of all other assets
designated as collateral for
securing the settlement of
that liability,

but only with the written authority of the
person or as permitted by Commission rules.";

(e) in subsection (5) -

(1)  in paragraph (a), by deleting "financial"
after "authorized";

(1)) by deleting paragraphs (b) and (c);

(f)  in subsection (8)(b), by deleting "5" and substituting
!!6";
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(g) by adding -

"(9) For the avoidance of doubt,
subsection (4) shall not be construed as
requiring the dealer to ensure that the relevant
securities are not redeposited, transferred,
relent, pledged, or repledged or otherwise
dealt with by an authorized institution, the
Hong Kong Securities Clearing Company
Limited, the SEHK Options Clearing House
Limited, or any other person, with whom the
dealer has lent or deposited the relevant
securities in accordance with subsection (5).".

Schedule 1, In paragraph (b), by deleting the proposed subparagraph (viii) and
item 27 substituting -
"(viii) all securities margin financing conducted by
the dealer; and".
Schedule 1, By deleting paragraph (b).
item 32
Schedule 1, By deleting paragraphs (a) and (d).
item 33
Schedule 1, By deleting the item.
item 34
Schedule 1, By deleting paragraphs (a) and (c).

item 35
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Schedule 1, By deleting the item and substituting -

item 36
"36. Section 94

Repeal and substitute -

"94. Auditor and auditor’s
employees may disclose
information in certain
circumstances

Notwithstanding section
59(1) of the Securities and Futures
Commission  Ordinance (Cap.
24), an auditor appointed under
section 90 or 91 and any
employee of such auditor may
disclose information that comes to
his knowledge in the course of
performing his duties as such
auditor or as an employee of such
auditor (as the case may be) -

(a) for the purpose
of carrying
into effect, or
complying
with, any of
the provisions
of this
Ordinance; and

(b) for the
purposes of
any legal
proceedings;
and
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(c) to the
Commission;
and
(d) in the case of
an employee of
an auditor, to
the
auditor.".".
Schedule 1, By deleting paragraphs (b) and (c).
item 37
Schedule 1, By deleting paragraph (a).
item 38
Schedule 2 By adding -
"6A. Section 29(3) Repeal paragraph (b) and
substitute -

"(b) the exercise of this
power in the
particular case is not
contrary to  the
interest of  the
investing public.".".

Schedule 2, By deleting the proposed section 29AA(4)(a) and (b) and
item 7 substituting -
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"(a) compliance with the financial resources rules or the
specified provision of those rules would be unduly
burdensome for the person or class of persons having
regard to the benefit which compliance would confer
on the investing public; and

(b) the exercise of this power in the particular case is not
contrary to the interest of the investing public.".

Schedule 2, By deleting the item and substituting -

item 12
"12. Section 55A (a)

(b)

In subsection (1)(b), repeal

"81(1)"

and  substitute

"81(2) and (4), 81A(2) and

@".

Repeal subsection (2)(a)
and (b) and substitute -

"(a)

to whether
compliance
with the

requirement in
question would
be unduly
burdensome
for the person
having regard
to the benefit
which
compliance
would confer
on the
investing
public; and
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(b) to whether the
exercise of this
power in the
particular case
is not contrary
to the interest
of the investing
public.".".
Schedule 3 By adding before item 1 -
"1A. Banking In section 3(1), add -
Ordinance
(Cap. 155) "(ja) a person who is a
registered  financier
within the meaning of
the Securities
Ordinance (Cap.
333), where section
121AM  of  that
Ordinance applies to
such a deposit;".".
Schedule 4 By deleting section 1.
Schedule 4 By deleting section 3 and substituting -

!!3-

Restrictions on disposition

of securities by dealer

(1)

Section 81 of the Securities Ordinance (Cap.

333) (as substituted by item 25 of Schedule 1) applies to
securities held for safe custody by a dealer, or a nominee
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controlled by the dealer, for the account of a client of the
dealer immediately before the commencement of that item.

(2)  If, immediately before the commencement of
item 25 of Schedule 1, a dealer, with the written authority
of the person to whom the dealer is accountable, has -

(@) deposited any securities, for which the
dealer is accountable, as security for
loans or advances made to the dealer; or

(b) lent or parted with the possession of
such securities for any other purpose,

such written authority shall remain in force for 3 months
after the commencement of that item, or such shorter
period as may be specified in such authority, and a dealer
does not contravene section 81A of the Securities
Ordinance (Cap. 333) (as added by item 25 of Schedule 1)
during such period when acting in accordance with such
authority.".
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Annex IV
EDUCATION (AMENDMENT) BILL 1999

COMMITTEE STAGE

Amendments to be moved by the Secretary for Education and Manpower

Clause Amendment Proposed
2 In the proposed definitions of "practical school", "skills

opportunity school" and "special school", by deleting "for that
purpose” and substituting "for such purpose".

4(b) In the proposed section 52(3), by deleting "being" and substituting
"continuing to be".

6(b) In the proposed section 56(2), by deleting "being" and substituting
"continuing to be".

7 (a) By deleting the proposed section S8A and substituting -

"58A.  Prohibition against employment of
persons of specified age as
teachers or principals of
aided schools

(1)  Subject to subsection (2) -
(a) a person shall not be employed

as a teacher or the principal of
an aided school if he -
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(b)

(1) would commence such
employment after the
commencement of this
section; and

(1) would be aged 60 years
or more at the
commencement of such
employment;

a person employed as a teacher
or the principal of an aided
school shall not continue to be
so employed for a school year
or any part thereof if he has
attained the age of 60 years or
more before the
commencement of the school
year, except in accordance
with a permission under
section 58B(2)(a).

(2)  Nothing in subsection (1) applies to -

(a)

(b)

the employment of a person as
a temporary replacement of a
teacher of an aided school for
any period during which that
teacher 1is unable for any
reason to perform his duties as
a teacher of the school; or

the employment of a person as
a teacher of an aided school
where the person fills a post
that is not within the teaching
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staff establishment of the
school approved by the
Director from time to time.".

(b) In the proposed section 58B(1) -

(1)  in paragraph (a), by deleting "being employed
as a teacher or the principal of the school by
virtue of section 58A(2)" and substituting
"continuing to be so employed by virtue of
section 58A(1)(b)";

(1) in paragraph (b), by deleting "the period in
which he is to continue to be employed" and
substituting "the period concerned".

(¢c) In the proposed section 58C, by adding "the first
anniversary of "before "the commencement of this
section".



