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No. 34 — The Prince Philip Dental Hospital Hong Kong Report by
the Board of Governors for the period 1 April 1999 to 31
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FhE BN RS N A 57 B 5 4 8
China's Impending Accession to World Trade Organization

2. DR DAVID LI: Madam President, regarding China's impending
accession to the World Trade Organization (WTO), will the Government inform
this Council:

(a) of the initiatives that it has taken since last year to promote the
trading prospects of Hong Kong companies in the Mainland;

(b)  whether there are outstanding issues that it has yet to resolve with
the Central Government in order not to hamper the ability of Hong
Kong companies to compete with companies from other WTO
member states for trading in the Mainland; if so, of the details of
these issues and the action it is taking to resolve them; and

(c) whether it is discussing with the Central Government visa-free
access to the Mainland for those permanent Hong Kong residents
who are foreign nationals and are not eligible to apply for Home
Visit Permits but who are trading in the Mainland; if so, of the
current status of and the target date for concluding such
discussions?
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DR DAVID LI: Madam President, concerning the services offered by the Hong
Kong Trade Development Council to promote the trading prospects of Hong
Kong companies in the Mainland, what steps have the Government taken to
promote such assistance to small and medium enterprises, and is the message
getting through to the Government's satisfaction?
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Survey on Need of Domestic Services
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PERRBRAKRE
Insurance Coverage for Students

8.

MR BERNARD CHAN: Madam President, regarding the insurance
cover for students of aided and caput schools who suffer injuries within school
premises or whilst participating in school activities, will the Government inform
this Council:



e — 2000 11 B 29 H
LEGISLATIVE COUNCIL — 29 November 2000 41

(@)  of the number of students who claimed compensation and the amount
claimed under the insurance policy in each of the past five years;

(b) whether it has assessed if students are given sufficient coverage
under the existing insurance policy; if so, of the results of the
assessment; and

(c) whether there are plans to extend the insurance coverage for
students; if so, of the details of the plans?

SECRETARY FOR EDUCATION AND MANPOWER: Madam President,
(), (b) and (c)

The Education Department (ED) arranges a Block Insurance Policy
(BIP) for all aided and caput schools. The existing BIP covers
three school years from 1999-2000 to 2001-02, and provides
Insurance coverage for:

(i)  Public Liability

This covers compensation under the Common Law for any
injury to any persons (other than employees of the school), or
any loss of or damage to property of any persons (other than
employees of the school), due to negligence of the school.

(i)  Employees* Compensation

This covers compensation to a school's employees who suffer
from death or injury arising out of and in the course of
employment under the Employees" Compensation Ordinance
(which does not require any proof of negligence of a school)
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and/or under the Common Law (which requires proof of
negligence of a school).

(i)  Group Personal Accident

If students of a school suffer from death or permanent
disablement during school activities, the families involved
may make claims under "Group Personal Accident"
irrespective of whether the death or permanent disablement is
due to negligence of the school. This is in addition to any
Common Law compensation that they may obtain and is
meant to be a financial consolation to the students® families.

Members will note from the above that the BIP does not cover injuries or
losses sustained by students under all circumstances. In brief, students
are covered under the "Public Liability" category of the BIP if schools’
negligence can be established. If schools" negligence cannot be
established, the students® families may also make claims under the "Group
Personal Accident" category for some financial consolation. The ED has
been advising schools that they may, on behalf of parents, arrange separate
additional cover for students with any insurance company. Parents
wishing to have comprehensive personal insurance coverage for their
children may also acquire it separately from any insurance company to
meet their individual needs.

The current BIP will expire by the end of the 2001-02 school year.
Before taking out the next BIP, the ED will consult schools on the terms
and coverage, including, for example, coverage of students suffering from
injuries or losses when performing duties assigned by schools or teachers.

The number of students who made claims and the amounts awarded under
each of the two categories of "Public Liability" and "Group Personal
Accident" in the past five years are set out below:
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Public Liability
1995 1996 1997 1998 1999
Number of 1 11 4 10 6
students
who made
claims
Number of 1 11 0 0 4
valid
claims
Amount $754,580 $7,814,232 0 0 $88,425
awarded
Group Personal Accident
1995 1996 1997 1998 1999
Number of 42 94 67 126 166
students
who made
claims
Number of 1 10 6 4 1
valid
claims
Number of 0 0 5 4 2
pending
cases
Amount $10,000 $230,000 $2,500 0 $5,000
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Promotion of Research and Development in Science and Technology
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Provision of Double Taxation Relief for Financial Services

14, DR DAVID LI: Madam President, regarding the Government's efforts to
reach agreement with Hong Kong's trading partners for relief from double
taxation on financial services, so as to promote Hong Kong as an international
financial centre, will the Government inform this Council:
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(@) of the countries or territories with which it has reached agreement;
and

(b) of the countries or territories with which it is currently undergoing
negotiations and the status thereof?

SECRETARY FOR THE TREASURY: President, in the 1999-2000 Budget
speech, the Financial Secretary has announced, as one of the helping business
Initiatives, to negotiate double taxation agreements (DTAs) with trade and
economic partners with a view to minimizing exposure of the respective residents
to double taxation. We have, since mid 1998, approached 19 countries through
their respective consulates in Hong Kong, inviting them to consider negotiating a
comprehensive DTA with Hong Kong. In line with our objective of
maintaining a non-discriminatory tax regime for businesses, we are proposing to
conclude a comprehensive DTA, which covers double taxation relief provisions
for all types of businesses, including financial services.

The countries which we have approached include Australia, Bahrain,
Bangladesh, Belgium, Canada, Chile, Denmark, Germany, Hungary, Japan,
Malaysia, the Netherlands, the Philippines, Russia, Singapore, South Africa,
Thailand, the United Kingdom and the United States. Most countries which we
approached on our own initiative are important trading entities in the world with
good economic and trade relations with Hong Kong, while the others are those
which we approached in response to their request to have a DTA with Hong
Kong.

Of these countries, Denmark, Hungary, Russia, South Africa and Thailand
have expressed interest in having a comprehensive DTA with Hong Kong. We
have scheduled to have the first round of meeting with Denmark on a
comprehensive DTA in early 2001. Negotiations with the other countries will
be scheduled once we have analysed our respective DTA texts and agreed on
mutually convenient meeting arrangements.

Apart from these countries, a few of the governments we have approached,
such as Malaysia and Singapore, have only indicated interest in a limited DTA
on shipping and airline profits. For some others like Germany, the Netherlands
and the United Kingdom whose air services agreements with us already include
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avoidance of DTAs on airline profits, the negotiations would be confined to
shipping profits only. We have been negotiating with these countries on such
basis, with the Economic Services Bureau taking the lead. In fact, free-standing
DTAs on shipping profits were signed with the Netherlands and the United
Kingdom earlier this year.

The response to our invitation for negotiation of a comprehensive DTA
from most of our major trading partners, especially those belonging to the
Organization for Economic Co-operation and Development, has not been very
enthusiastic. As we understand, it is mainly because, most of them do not
consider it imminently important to have a DTA with Hong Kong, since our low
tax rates, as well as our simple, predictable and territorial-based tax regime are
considered sufficiently conducive to the mutual flows of investments even
without a DTA.

We believe that a comprehensive DTA will provide certainty to investors
on their potential tax liabilities and help investors to better assess their cost of
doing business. For Hong Kong investors abroad, a DTA can provide some
relief from withholding taxes. A DTA will also strengthen our economic ties
with the agreement partners. We will, therefore, continue with our efforts in
persuading our trading partners to consider having a DTA with Hong Kong.

REBRERVMAE
Regulation of Health Food Products
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MR JAMES TIEN: Madam President, firstly, | would like to speak in my
capacity as Chairman of the Subcommittee formed to study the Resolution of the
Legislative Council (L.N. 206 of 2000) (Commencement Notice) 2000 and the
Fixed Penalty (Criminal Proceedings) (No. 3) Regulation. | would like to
briefly report on the deliberations of the Subcommittee.

The Resolution of the Legislative Council (L.N. 206 of 2000)
(Commencement Notice) 2000 is to appoint 1 December 2000 as the day on
which the increase in fixed penalty for smoky vehicles from $450 to $1,000 shall
come into operation.

The Subcommittee has held four meetings, including two meetings to
listen to the views of the public and trade representatives on the proposed
commencement date of the increase in fixed penalty for smoky vehicles.

Some concerned groups which have given views to the Subcommittee have
urged Members not to defer the implementation date of the increase in fixed
penalty, as a long grace period has already been allowed for the trades to
improve the vehicle maintenance standard. To provide greater deterrence,
these groups have, in fact, suggested that there should be heavier penalty for
repeated offenders.

On the other hand, some representatives of the transport and vehicle
maintenance trades have requested that the implementation date of the increase in
fixed penalty be deferred by one year, until the Administration has implemented
all complementary measures to assist the trades in reducing their vehicle
emission and maintenance problems.

The Administration has informed the Subcommittee that joint efforts have
been made with the vehicle maintenance trade to improve the maintenance
standard. The high passing rate of 90% of the smoke emission test shows that
the vehicle maintenance mechanics have largely acquired the skills for repairing
smoky vehicles. The Administration has also explained that the liquefied
petroleum gas taxi scheme and other complementary measures are to reduce the
overall emissions from the local vehicle fleet, while individual vehicle owner has
the responsibility to keep his vehicle emission system in good condition.
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Most members of the Subcommittee are in support of the Commencement
Notice. The Subcommittee also raises no objection to the Fixed Penalty
(Criminal Proceedings) (No. 3) Regulation which makes corresponding
amendments to the Schedule to the Fixed Penalty (Criminal Proceedings)
Regulations.

Madam President, now | would like to speak as a Member representing
myself and the Liberal Party.
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Mrs Miriam 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, 28 were present, four were in favour of the motion and 24 against
it; while among the Members returned by geographical constituencies through
direct elections and by the Election Committee, 22 were present, four were in
favour of the motion and 17 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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THE PRESIDENT'S DEPUTY, MRS SELINA CHOW, took the Chair.
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THE PRESIDENT resumed the Chair.
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Mr WONG Sing-chi rose to claim a division.
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 23 were present, seven were in favour of the motion, 14 against it
and two abstained; while among the Members returned by geographical
constituencies through direct elections and by the Election Committee, 26 were
present, 21 were in favour of the motion, three 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 motion was negatived.
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MR BERNARD CHAN: Madam President, Hong Kong"s past success relied on
its determination to carry out the non-intervention policy. If we want to
continue our success, we should adhere to this principle.

Commercial activity is different from welfare services. We cannot and
should not force commercial companies to do or not to do something. The
prices of their services and products should be determined by supply and demand,
and by the free market.

In view of the slow recovery from the Asian financial turmoil, | do agree
that the Government should temporarily freeze government fees and charges
which have direct impact on people’s livelihood.

The announcement on Monday by the Financial Secretary that water,
sewage, medical and school fees would continue to be frozen should be
welcomed. The decision is timely.



e — 2000 11 B 29 H
LEGISLATIVE COUNCIL — 29 November 2000 143

However, | have reservations for those calls that we should ask
commercial service providers to freeze or even to reduce the prices of their
services, whether or not they have direct impact on people's livelihood. |
believe that we should respect the free market principles. We should always
avoid putting a "visible hand" behind the open and free market.

As some of you may be aware, after the Second World War, many
countries around the world, including those developed and capitalist economies
like the United Kingdom, adopted a state-controlled economic model. It was
widely believed that the state should be a major player in the economy. Many
of their coal, steel and rail industries were state-owned.

However, during the 1980s and 1990s, that model in many countries failed.
A privatization programme by that time emerged. Many governments realized
that the private sector was far better than the state-owned in terms of its
efficiency and innovation.

In Hong Kong, some of the important sectors of our economy remain
dominated by government or government-funded enterprises. They include the
rail, airport, housing and water supply. However, it is a worldwide trend that
these operations and enterprises should be privatized.

Calls for companies to freeze or even to reduce their prices regardless of
their cost of operation and way of operation, | am afraid, go against the spirit of
this direction. Companies have to protect the interests of their shareholders and
provide maximum long-term equity value.

In fact, consumers are always the most powerful force to monitor and
regulate the services and products offered in the market. Consumers can opt
for other alternatives if they are unhappy with the services being given.

For example, commuters can choose to take the Mass Transit Railway,
buses, ferries or trams. Those companies that fail to deliver quality services, or
that fail to satisfy the needs of the consumers, will have no choice but to change
their business practices so as to suit the needs of their consumers. Consumers
can contribute positively to business by articulating and communicating their
demands so that businesses know how to perform and improve.
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Some critics argued that Hong Kong, in some aspects, is characterized by
monopoly and cartel arrangements. Some of these arrangements actually result
from government policies, for example, by the granting of land and the granting
of monopoly franchises.

Although deregulation took place in recent years and some traditional
industries were no longer monopolies, further action is required to ensure that
there are no explicit barriers to enter the market and that consumer rights are
protected.

Madam President, | urge the Government to try its utmost to ensure that
the free market principle is preserved in Hong Kong while considering ways to
help people survive the poor economy. | also urge the Government to think of
ways to increase the transparency of the operations of public utilities so that
consumers would know whether there have been good cost control. It is the
Government's responsibility to educate the consumers and raise their awareness.
Thank you.
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ZIEHFEE R ITTE R B TR -
Mr Fred LI rose to claim a division.
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 25 were present, five were in favour of the amendment and 20
against it; while among the Members returned by geographical constituencies
through direct elections and by the Election Committee, 26 were present, 11
were in favour of the amendment and 14 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 James TIEN rose to claim a division.
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 25 were present, 17 were in favour of the amendment and eight
against it; while among the Members returned by geographical constituencies
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through direct elections and by the Election Committee, 26 were present, five
were in favour of the amendment and 20 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 CHAN Kam-lam rose to claim a division.
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 25 were present, 11 were in favour of the motion, two against it
and 12 abstained; while among the Members returned by geographical
constituencies through direct elections and by the Election Committee, 26 were
present, 19 were in favour of the motion, three against it and three abstained.
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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Adjourned accordingly at twenty-eight minutes to Eleven o*clock.



