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OFFICIAL RECORD OF PROCEEDINGS
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Wednesday, 13 December 2000

TF 28530 D EEMEA
The Council met at half-past Two o'clock
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THE HONOURABLE KENNETH TING WOO-SHOU, J.P.
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BTEHEE
THE HONOURABLE LAU KONG-WAH
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ERFEZEE
MEMBERS ABSENT:

HARHEA

THE HONOURABLE WONG YUNG-KAN

EEE#S > S.B.S., J.P.

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

HEHRRES :
PUBLIC OFFICERS ATTENDING:

Wik Al Al R s sk > TP,
THE HONOURABLE DONALD TSANG YAM-KUEN, J.P.
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MR GORDON SIU KWING-CHUE, J.P.
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EwmRRREREENLE P
MR NICHOLAS NG WING-FUI, J.P.
SECRETARY FOR TRANSPORT

NBEEBRREEEKFERE - GBS, J.P.
MR JOSEPH WONG WING-PING, G.B.S., J.P.
SECRETARY FOR THE CIVIL SERVICE
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BEHRREmEELL TP
MISS DENISE YUE CHUNG-YEE, J.P.
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RLRRRESBELL - TP,
MRS REGINA IP LAU SUK-YEE, J.P.
SECRETARY FOR SECURITY

AEMERRRECH S 2L TP,
MRS FANNY LAW FAN CHIU-FUN, J.P.
SECRETARY FOR EDUCATION AND MANPOWER

FIFERLE
CLERKS IN ATTENDANCE:

WEREEFELE - TP
MR RICKY FUNG CHOI-CHEUNG, J.P., SECRETARY GENERAL
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MR LAW KAM-SANG, J.P., DEPUTY SECRETARY GENERAL
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MS PAULINE NG MAN-WAH, ASSISTANT SECRETARY GENERAL

B HBB = R R S AR
MR RAY CHAN YUM-MOU, ASSISTANT SECRETARY GENERAL
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FHIAEES
TAKING OF LEGISLATIVE COUNCIL OATH

TR FESMUREMEEN L HEETEEHRA -

= = =

REMEEEHBEILEZEES
The Honourable Audrey EU Yuet-mee took the Legislative Council Oath

ERE BRARSURBBARERRBMALRT -

H]]

RBRTEFESE

PRESENTATION OF PETITION

(FRFEHA)  mMEUDEERE LRI EERER
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EFENAFGHEO T SRIZHISHEMARNER 63 HERLETH
AT @ AR B G0 OE 1 B Ak R R H A E ALY R AR %#F%%EI&E&E/\E
Fit 7 AR B 7 S o AE TR B H A BUR R FE R 5 R B i AU S B NI 28 R it SR
B IRF E 5 O P A0 T B At B S IR AT 0 DL R m 2 F A IR R BE E R R R o F M
MEFBREZZFHEGBE A EZE GRS T > DU R E T #E K A GERFET
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XX 4
TABLING OF PAPERS

NAI SRR (EEBAA) 2B 21 5 (MBI E R :
The following papers were laid on the table pursuant to Rule 21(2) of the Rules
of Procedure:

o & & B SE NSy A
(2000 F20EF N E R Rl & (EET) EE1) ... 349/2000
(2000 F R AEREFRER (B37) AT ... 350/2000
(2000 &y (REM) CEFT) MBI ..o, 351/2000
(2000 &y C#ri%) CEFT) MBI ..o, 352/2000

(2000 FEEREM (X&) (BF) (FH25)

B 353/2000

(IREERF IR (— M) MBI ... 354/2000

(IREERF IR (B BB ... 355/2000

(IREERFBIR B TN RBB ) oo 356/2000
(2000 EEBPCREME (EF]) (% 25)

AR ) 357/2000

Subsidiary Legislation/Instruments L.N. No.

Country Parks and Special Areas (Amendment)
Regulation 2000 .........cccoviiiiiiiiiiiiiiinaen. 349/2000

Marine Parks and Marine Reserves (Amendment)
Regulation 2000 ...........ccooiiiiiiiiiiiiieene. 350/2000
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Electricity (Registration) (Amendment)
Regulation 2000 ...........coovviviiiiiiiiiene.. 351/2000

Electricity (Wiring) (Amendment) Regulation 2000...... 352/2000

Electrical Products (Safety) (Amendment) (No. 2)

Regulation 2000 ...........coovviiiiiiiiiiiiienne. 353/2000
Entertainment Special Effects (General) Regulation...... 354/2000
Entertainment Special Effects (Fees) Regulation.......... 355/2000

Entertainment Special Effects Materials List
Regulation ............cooooiiiiiiiiiiiiii 356/2000

Statutes of The Chinese University of Hong Kong

(Amendment) (No. 2) Statutes 2000 ............... 357/2000
H A S
#3855 — mMEILFIMEEESEZEABS=TIFEERS
H—h W IWENA —-—HE2 _EEEF=H=1+—H
#3959 @ — EISREESEESITA-NMNNEZSETZEFERE
H— LW ENH—HE FEEEF=H="1T—H
F 4058 — AP HEZEFEEALESE
— NN EZEZZEEERERIKH
FHAalgr  — FERITEZAEGFHR 1999/2000
Other Papers
No. 38 — Social Work Training Fund

Thirty-ninth Annual Report by the Trustee for the year
ending on 31 March 2000
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No. 39 — Emergency Relief Fund
Annual Report by the Trustee for the year ending on 31
March 2000
No. 40 — Queen Elizabeth Foundation for the Mentally Handicapped

Report and Accounts 1999-2000

No. 41 — Equal Opportunities Commission
Annual Report 1999/2000

m S EAOBEEE
ORAL ANSWERS TO QUESTIONS

ERE:HEH - HARHE— ﬂxT@tlﬁ—{lﬁé/J\Hj A THE # A 15 3 e
HH X k@@%\u R AR THARRERS > NEERHWETESR
PR akam > IR EEHZ R —HMEE -

H—IEEH -

EHRRRETEENBHEREE
Trial Scheme on Two-mode Teaching in Junior Secondary Classes

1. BRBREEBE : K BL AFENFEFIRET —HBH 3 F1
BEENEAE - B B A EE AT

(—) &2 B985 R
(=) ZE#rHFER R

(=) HFHHITHEES BRI E - IR E A G522 R AT B

=

HERBRBEER : IF  BUNHTHEHRZNEHY  B2ERBLERDVES
PEBERYTEOL T > FIE SR RS " X EHE -

B 1998 FEUFPBHET R R2HBESHESILIK » HFRE
MHEAEYREGEELENRAEEERT > P EHSRE AR W E



g — 2000 128 13 H
12 LEGISLATIVE COUNCIL — 13 December 2000

B E R FBPAYERE MR R EEE - NIt > RESLEH > BUFFER
AR R AR W AEEE MR R ENBUR -

AEMELZAET ( "HHME” ) AP IRCEFIREL > B 2001
TR IRGLAE AR 5 AHURE 3 A 0 1E 5 1k o B AR IR AL AYAH Bl 58 IR
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IR S B2 B A O E & SRR AR
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HWAEE RS EES e MO ER  F TR RS R
Bt e rh — Eeh SRR E o RIER A BREES o @ ITENLEER
BRI - Bk RSE IR NBRBRE BRGNS - Bah - Hi
7R R AR B U B AE 200304 4 AR BT TH PR A7 B B I 2 %

AEFCORILE SN - BE T ~ AT HCER R T I Y B e E A
Bi - EEHILEHAMEM T EEREE - MUK EEEEREREE KK
R -AFBNYGEB L2 RO AFE2RBEE2MEEETE > I HEH0K
ATy G % - B T ZE A0 S FHE Y BOR A - HE F B A R (e A By E
ZEEHEWEME HEZEBRBERS TNER > SHRADLEZAEENRD
BE O EVREREEREZE  HHEIBCRER2SEHE -

B ZE 5 > G5 THT 2 Y 2 R > 2 B B 2R A AR R R B AR T Y BE
ZRAEEAR > WA FERT AU EE T % - R REF > &
MKEMEEAZNEE  NERSELEERVESEROEN F2E - 5t
WEEHE BEENNTZERAZESMABORERET B loM -~ oF
s EE M - RALATHBREAN AT SeRGEENEERE -

AEBEESHWMAEEZHEFGEINER - ERNVRATOER IR
Z NI EREE ~ W5 T RN B AT S8k - AR G| > B A
S HE H) B A5 1 R AR AR R R 5 N R R RE S B ER AR 1 B 52 R BT DUAE AN ]
WY RRCRSEAT > SEBR AT (BT SR R 2

B B #0258 5 BUR I & W - 2 (M 00 78 TR il R 22 42 1O 58 SO0k P
EREENHEES 0 DR AN E R - R M8 R IGE E 6
SCIREN > BIE A GE S RE > RP LRI WX =5 > MEEHENER
BUR #F e 5 A& -
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E o B ERE ST ERE?

HERBREBERE : £F > EEHAFTHRAE - WHA EASHEE - AT R E
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FHME - EMEE 3 FREGHE - WA 2003-04 F & - A Z gk
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ER R HESR -
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Traffic Accidents Involving Light Goods Vehicles
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D B
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RAEFERANECHENENR
Consumption of Perchloroethylene by Dry Cleaning Industry

15. MISS CYD HO: Madam President, given that the widely-used dry
cleaning solvent perchloroethylene (PCE) is a carcinogenic and hazardous
ground and air pollutant, will the Government inform this Council:

(a) of the total quantity of PCE consumed by the dry cleaning industry
in the past three years and the expected total consumption in the
Jfollowing three years;

(b)  of the respective numbers of dry cleaning machines using
(i) PCE;

(ii)  petroleum-based solvents; and

(iii) other solvents,

at present and at the end of each of the past three years, as well as
the expected corresponding numbers at the end of each of the next

three years;

(c) of the respective percentages of PCE used by dry cleaners last year
which was:
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(i) recycled;
(ii) released into the atmosphere; and
(iii) washed down the drains along with process water, and

(d)  whether it plans to take measures to phase out the use of dry
cleaning machines running on PCE as a cleaning solvent, if so, of
the relevant details, including the target time frame; if not, the
reasons for that?

SECRETARY FOR THE ENVIRONMENT AND FOOD: Madam President,
PCE is the most commonly used dry cleaning agent both locally and overseas.
Exposure to high concentrations of PCE may cause skin and eye irritation,
dizziness, nausea, headaches and liver and kidney damage. PCE is classified
by the International Agency for Research on Cancer as a "probable human
carcinogen". This means that long-term exposure to high concentrations of
PCE may increase the risk of cancer in human bodies but there has not yet been
sufficient evidence on this. The annual ambient PCE level recorded in Hong
Kong in 1999 was 2.34 ug per cu m, which is significantly lower than the
actionable level of 17.9 pug per cu m recommended by the California Air
Resources Board.

Our replies to the specific question are as follows:

(@) We do not have information on the quantity of PCE consumed by
the local dry cleaning industry every year. But according to a
survey conducted by the Hong Kong Productivity Council on behalf
of the Environmental Protection Department, the industry consumed
920 tonnes of PCE in 1997. Based on this, we estimate that 2 760
tonnes of PCE was consumed by the industry in the past three years.
It is not possible to have any meaningful forecast of the quantity of
PCE that will be consumed by the industry in the next three years as
this will depend on the number of dry cleaning machines using PCE,
the volume of business of the industry and when the proposal to
reduce PCE emission from dry cleaning machines is implemented.
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(b)

(c)

(d)

The survey mentioned in (a) above identified that there were about
400 dry cleaning machines in 1997 and that all of them used PCE.
The Laundry Association of Hong Kong has estimated that the
number of machines has remained more or less the same. It is not
possible to have any meaningful forecast of the number of dry
cleaning machines using PCE, petroleum-based solvents and other
solvents in the next three years as this will depend on whether the
local dry cleaning industry will opt for non-PCE dry cleaning
machines having regard to the proposal to reduce PCE emission
from dry cleaning machines.

We estimate that 99 % of the PCE used by the dry cleaning machines
is recycled and 1% is released into the atmosphere during each dry
cleaning operation. The total percentage of PCE recycled or
released into the atmosphere last year depended on the number of
such operations conducted but we have no such information. No
water is used in a dry cleaning process and, therefore, no PCE is
discharged into the drain. Recycled PCE would eventually be
disposed of when it becomes heavily soiled and less effective. Dry
cleaning operators are required to dispose of used PCE in
accordance with the requirements in the Waste Disposal (Chemical
Waste) (General) Regulation.

We do not intend to phase out dry cleaning machines that use PCE
but propose to reduce their PCE emission by:

(i)  requiring that all new dry cleaning machines sold in Hong
Kong to be of the non-vented type with a maximum residual
PCE concentration of below 300 ppmv;

(i) requiring all existing vented machines to be either modified to
meet the above standard or replaced with new approved
machines within five years from the commencement of the
proposed regulation; and
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(ii1) requiring all existing non-vented machines that do not meet
the standard to be modified to meet the standard or replaced
with new approved machines within seven years from the
commencement of the proposed regulation.

Our plan is to table the proposed regulation within the current
legislative session.

1% | LSBT RL

Uploading Gazette onto Government Website

16. DR DAVID LI: Madam President, the Government is arranging to upload
various parts of the Government Gazette (except Supplement No. 6) on its website
by the end of this year. In this connection, will the Government inform this
Council of:

(a) the measures it has taken to inform the current subscribers of the
availability of the Gazette on the government website; and

(b)  the respective numbers of copies for the different parts of the Gazette
now printed each week, and the projected numbers to be printed next
vear; and if the projected numbers of printed copies are not
substantially reduced despite the availability of the Internet version,
the reasons for that?

SECRETARY FOR THE TREASURY: President, the uploading of the e-
Gazette has been completed on 8 December 2000. The entire Government
Gazette, including the Main Gazette and all six supplements, is now available on
the government website and can be accessed at
http://www.info.gov.hk/pd/egazette.

Since commencement of the phased introduction of the e-Gazette on 19
May this year, we have posted weekly notices in all printed copies of the Gazette
and its supplements. The purpose of this is to inform readers and subscribers of
the availability of the Internet version and the schedule for uploading the
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different parts of the Gazette to the government website. Upon complete
uploading of the Gazette on 8 December, we placed advertisements in local
newspapers and also issued a press release on the same day to promote public
awareness and to encourage access. We shall sustain publicity through notices
in the printed Gazette. We shall also remind subscribers of the availability of
the e-Gazette upon future expiry of their subscriptions, so that they can decide
whether or not to renew their subscriptions.

The Gazette and its supplements are printed and distributed in full sets.
In early 2000, about 4 000 copies were printed each week. With the
introduction of the e-Gazette this May, the number has dropped to 3 450 in
November, or by nearly 15%. We estimate the number to be further reduced
by 30%, to about 2 500 next year. We believe that there will continue to be
demand for printed copies of the Gazette, for example, by the legal profession
because of the requirement for authenticity of documents in Courts. We shall
continue to closely monitor the situation and, as appropriate, adjust the number
of copies to be printed.

wR TR

Road Excavation Works
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Use of Spyware by Software Manufacturers and Internet Website Operators

18, BRMEEEE ¢ T BB AR B R I A A
B LUE G HC A 8 7 25 201 07 8 75 1 2 Z2 5 48 00 B8 25 35 18 21 0 A 36 17
B35 B > EORT AT 5 25 KK 8

(—) EEHZE > B HF WL A R H I (8 B RS F L
FHFEN  LDRFFHANTEZ M R

I

(=) BEWIFELEFEETRAE G RIEMALENE S EE T HA
%o B G EEEEER  FIL TR ?

rl

BERSRERERBRRER - £/

(—) Fraf "REEN" BizfE — R A A o 1 LUE i A A
i N LB RS - ERERETHESER A —LiF< > A
LUBE 38 & B B9 d A0 B il 55 L5 R ~ R EBCE T B A AL 1E
Lo AEREB 3 BITE DL T > 38 242 3 Bk R IR AT R B Ok RE 12 R
e B AR SR A 3% A B BE R D RE

BT - RS LECE T CMEEERT AEKRE 8
REHr— LT aE® L FAE T #8892 B3
W (shareware) J %2 & #1 £ (freeware) - 35 £8 & F 8k £ 19 D) B2 B
FE — % AE B WA 1T B9 YE B o A0 R A E %~ A BRI I (ICQ) -
BTEE - BEEE - BREEETHERERE - BRE LKA
ELEARBEZHEHAUSEHAESELLIEME "HERE
R BN EAERER -

(=) "HEENXT RAE2-EEMRNESMyAE - R2EFL EEN
R SRR 2R A AR B W R A R L KA TAE - Nt - fEAGE
S e A G RIB M A TL R B0 A E % 0 H A 2 IR fE
FHHWN S U ENERBENTEE - IR - &R
FEHARALECRERSE  HEARAZZEMBRERN

=)
HE o



g — 2000 128 13 H
56 LEGISLATIVE COUNCIL — 13 December 2000

sttRMEE AN ER AE - (EAER (L) RE) (F&EEGIEH
486 T ) CUmt 5 - G F R E N &R 5 A E T R Ay RO
38 2 R IRGE A R AT P el " AR AR AU T T R B B E R
SR | N B R TE DL -

ERIFEARMANARARBIERBEFNTE RENEHNEEH
MERIRE - BIANRIE CERREEEI) (HEEBFIZE 106 =) 5 27A
fe - R AN FE 5 BB AN - BRI 268 B I B AT (R (T Th e - TE T AE R
JE R T U RZ BRI P OR A R (I R 0B BUE - BB E ik - ()
HIEITRREI) (HEEGE 200 =) 5 161 HRAHRE - £AAF
BIR ~ ARE MR - NRCE I R AR BAFNE
& 2 5 By A B - JRE R ik e

RB(EXE) E-1THE-F (W) BERFBKAMERSOHENAL
Persons Issued with Hong Kong Permanent Identity Cards in Accordance
with Article 24 para 2(4) of Basic Law

19. MR HOWARD YOUNG: Madam President, will the Government inform
this Council of the latest number of persons, broken down by nationality, to
whom Hong Kong permanent identity cards (HKPICs) have been issued in
accordance with Article 24 para 2(4) of the Basic Law of the Hong Kong Special
Administrative Region since the reunification?

SECRETARY FOR SECURITY: Madam President, since the reunification and
up to 2 December 2000, a total of 39 855 persons were issued with HKPICs
upon establishment of their claims to the right of abode in accordance with
Article 24 para 2(4) of the Basic Law, as implemented by paragraph 2(d) of
Schedule 1 to the Immigration Ordinance. A breakdown by nationality is as
follows:

National of No. of HKPICs issued Percentage
United Kingdom 7 136 17.9
India 5779 14.5
Philippines 4 207 10.6

Thailand 4 472 11.2
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National of No. of HKPICs issued Percentage
Pakistan 3115 7.8
Indonesia 3 557 8.9
Japan 1 698 4.3
United States 1 663 4.2
Republic of Korea 1286 3.2
Australia 1 266 3.2
Other nations 5676 14.2
Total 39 855 100
BRAERNEESER
Management of Lai Chi Kok Hospital
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First Reading of Bill
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EMPLOYMENT (AMENDMENT) (NO. 2) BILL 2000
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Bill read the First time and ordered to be set down for Second Reading pursuant
to Rule 53(3) of the Rules of Procedure.

EEE
Second Reading of Bill
FEExE E -

(2000 F{Ef® (f28T) (8 25%) RHEE)
EMPLOYMENT (AMENDMENT) (NO. 2) BILL 2000

SECRETARY FOR EDUCATION AND MANPOWER: Madam President, |
move that the Employment (Amendment) (No. 2) Bill 2000 be read the Second
time. The principal amendments of the Bill aim to clarify that an employer may
not terminate the employment of an employee during pregnancy or paid sick
leave except in circumstances where summary dismissal is justified under section
9 of the Ordinance.
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Section 9 of the Employment Ordinance provides that an employer may
terminate a contract of employment without notice or payment in lieu, only if the
employee has committed serious misconduct such as wilful disobedience, fraud,
dishonesty or habitual neglect of duties. In all other circumstances, an
employer should not dismiss an employee during pregnancy or paid sick leave.
If he does, he will be liable to pay compensation to the employee and be subject
to prosecution.

However, section 15(1) and section 33(4B) of the Ordinance are worded in
such a way that they only prohibit dismissal of an employee during pregnancy or
paid sick leave initiated under section 6 or section 7 of the Ordinance, which
provide for termination of employment with notice or payment in lieu.
Wrongful dismissals, which are not justified under section 9, are not included.
In other words, if an employer wrongfully invoked section 9 to dismiss an
employee during pregnancy or paid sick leave, and the summary dismissal was
later found to be unsubstantiated, the employee may not receive the remedies
provided for under sections 15(2) and 33(4BA), and the employer could not be
prosecuted. This is not in line with our policy intent.

We, therefore, propose to amend the relevant sections of the Employment
Ordinance to clarify that an employer shall not terminate a continuous contract of
employment of a pregnant employee, or of an employee on paid sick leave,
otherwise than in accordance with section 9. Employers who have terminated
the contract of a pregnant employee or an employee on paid sick leave, unless the
contrary is proved, shall be deemed to have terminated the contract otherwise
than in accordance with section 9.

However, to protect employers who have acted in good faith, but whose
decisions were later overturned by the Court, we propose to allow as a defence
for the employer being prosecuted under section 15 or section 33 of the
Ordinance to prove that, at the time of terminating the contract of the employee
under section 9, he reasonably believed that he had a ground to do so.

We have also included in the Bill a number of other clarifying provisions.
Under the existing provisions, an employee is entitled to the pro-rata payment of
a contractual end-of-year payment to ensure that an employee's entitlement
would not be adversely affected by early termination of a continuous contract of
employment in circumstances beyond his control. For example, when it is the
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employer who initiates the termination of contract (except under section 9) or
when the employee initiates the termination of contract in the special
circumstances prescribed under section 10 of the Ordinance, which covers fear
of violence or ill-treatment by his employer.

However, section 11F of the Ordinance, as it is presently worded, may
give rise to a situation where an employee who wrongfully terminates a contract
of employment would be entitled to pro-rata payment whilst an employee who
has given proper notice or payment of wages in lieu of notice in accordance with
section 6 or 7 would not. We, therefore, propose to amend section 11F of the
Employment Ordinance to the effect that an employee who terminates his
contract of employment otherwise than in the special circumstances prescribed
under section 10 would not be entitled to pro-rata end-of-year payment.

Under section 25 of the Ordinance, an employer shall pay to his employee,
not later than seven days after the day of termination, any sum due to him and
that failure to make such payment within the time limit is a prosecutable offence.
This sum includes, for example, wages in lieu of notice, long service payment
and compensation for dismissal during paid sick leave. However, there is no
time limit for paying compensation for dismissal during pregnancy. We,
therefore, propose to amend section 25 of the Employment Ordinance to require
an employer to make compensation payable for dismissal of a pregnant employee
within seven days after the day of dismissal and to make non-payment within the
time limit an offence.

At present, acts of discrimination within the meaning of the Sex
Discrimination Ordinance and the Disability Discrimination Ordinance are
excluded from the Employment Ordinance. This is to avoid subjecting an
employer to double penalties under different pieces of legislation in respect of a
single act. The same principle should apply in respect of discriminatory acts
covered by the Family Status Discrimination Ordinance, which was enacted in
1997. We, therefore, propose that the Employment Ordinance should be
amended to exclude acts of discrimination which are covered by the Family
Status Discrimination Ordinance.

Finally, we propose to delete from the Employment Ordinance all
references to "women" in respect of the Women and Young Persons (Industry)
Regulations which are to be re-titled the Employment of Young Persons
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(Industry) Regulations. This is a consequential amendment necessitated by the
removal of the "woman-specific" provisions of the said Regulation following the
enactment of the Sex Discrimination Ordinance.

Madam President, the Bill contains amendments which aim to clarify the
policy intent on a number of issues concerning employment protection. They
are essential and largely technical in nature. I commend the Bill to Honourable
Members. Thank you.
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Mr IP Kwok-him rose to claim a division.
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 24 were present, 13 were in favour of the motion and 11 against it;
while among the Members returned by geographical constituencies through
direct elections and by the Election Committee, 29 were present, 10 were in
favour of the motion and 18 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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PR BT K BRI -
Miss CHAN Yuen-han rose to claim a division.
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 24 were present, 13 were in favour of the motion and 11 against it;
while among the Members returned by geographical constituencies through
direct elections and by the Election Committee, 29 were present, 10 were in
favour of the motion and 18 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 announced that among the Members returned by functional
constituencies, 24 were present, 10 were in favour of the motion and 14 against it;
while among the Members returned by geographical constituencies through
direct elections and by the Election Committee, 28 were present, three were in
favour of the motion and 24 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.

ERE:RE (BERCEAGE) SENEF—HREE -

Rig (BERBRMGESG) BBMAREE
PROPOSED RESOLUTION UNDER THE INTERPRETATION AND
GENERAL CLAUSES ORDINANCE

ATHRB|BE ' LF > AP ERRINEENNEE -  EHRAREGTEEE]
(2000 B4 LM (BH) (T;HT)%EWW SRR B B AERE M > 3
HERHMENE  HEZINHREERS - IRCRIZEARAERER
Win&EEH -



g — 2000 128 13 H
LEGISLATIVE COUNCIL — 13 December 2000 109

T REARAOCHEESEDREABRANRE S -~ HREZNE
fE o R FABUF AR RENEHEERA > M—HMm#HE 8- HE > 5K
WM mHENEMN  FE25FeREREALE 50 FREEN—F -
BUFEH IR > BB RATE  FENKE - BEFA S5 E S
RETH R BYIL AR B > SCETER Ve ? BUF R DUE W 22 iy ik & o (5 5
R AN ER A > AT LUE e ? s B R R N g ? il H o B
1 W B A IE TS DL bb e o SR T TR R A A IR E R R I
ERAEMRG IEAEEAE TR BEARBEHAMLK N E2EERY
BUEIED - EREEHTRAR  2-HEE #IMNXHEEEL T 0 B
e N T -

WREERHRH - AR et B[ - e st H i - M
R M mEENEGENAGH > EE ELECAEEGK ML
FEEH B ILIHBCH I DN E - 1 72 A B (E IR o ] BE BUF & R iR A I GE (]
HomZHEEETREROEATLUNE - BE > WA SWESE EEER
HBE TKEKEN  EEASCFRIHEME > BELE "KEHEEEINT
(B E NP & o A2 R A o A0 R R AR 2 SO R > () 6 15 K
oA MEGERESE - B gENE ? 2N BEEE - RHEZ - ROUMNEHE -
il R DL — TSI B AR B > B R 6 R A s (T R N o R (] HE BZ 05E
%o RRhENEEr RRER TWEA? FREM  EEERXER
BTHEAREAL ZERE TELR? ZEARER AR > 26 SHEX
FAERN - HE  HEHRW > NEAFRJAMHEEANL A HeHEL - &
Aisiir g AL > BAAGDH - SERTDIERE 2 A2 REHIA LT ZATE
myEE ZHBERAN > H-EEeMERETEEk&BFZHOANL - M
M2 —fERn -

fﬁlf{I

Kt > RAELRFHRXEE A EE-KEBEEWEELINE > MHSE
B N R R - R R -

AT AHEDHOAEAT
CHBIGR 2000 4F 11 A 15 HIBR B E @ RA B (2000 FE 4

i (&M () M) (RITFIERZF®RE 2000 F5 313 5tk
N ) BERR -7

EFE - RAFEASUEINGERERZ I TOERETHEVEE TLLESE -



kg — 2000 12 B 13 H

110 LEGISLATIVE COUNCIL — 13 December 2000
FE: EAHEREMEES?

(BEHEEEEHES)

EFRERE: EF BUFLERREIME EMRMERGNES > FTLUEET
MBS EREN - REMA BRGNS EEFRE - BUFERE > RE
R R o R O B S A RS 5 o L > B FIRE R BUR Y 0% 2 R E 15 2

Ak HUSCHRFEY o

BIEEW A RS> ML EEEBBEN S R M FRHENBES ZER A
M—kEmERNREREERR  EgWHEITH—FINE - £/ KE
EW (2R E R R AR A (EHEEREEERE > MRERLSHE
EWMBENELBUTRBIREFELREDR  MAEBUTHFERELSHBEROEE -
A AN FE RO Al gz N E R EE - WMEE -HIINEHE > @ Tl
Wrse - SRTF > KMEEHARAEBRTRENERTERT SR > Bl
HMRBEERERANELZEZRE LB ONTRAR -

PEERAERINEE  CHBEEXAEEMEESHAERNEH ELE
HEANBODETE -EL DEL  DUREEKEEANEG - ARIIRERE
Wk 11 E LG > s s E B - RIER R BRI EEAE 1996-97 4 -
AT AR 952 37 15 19 ol A 51 5 - B R B A /Y MU 7K I R] R R 8] Y Bk 2R L R Y
RB A - HEZE  FERAENEFAEEHELE > MR AAE R AT E g AT 15% -
R ERmFABENEE > EKE 3 FRL ERFEFHEN - HAERMERD
IR o IEE R E 1%E 209N - 7 99 HINEFHEE - F 28 HAY
A B R R R R 10% >SS 4 49 THIFH B IEEZ 2 10% 0 HERAY 22 3H > HRH
IRF B B A Bl LSRR R AR - PR DLBR B R & - HIAREE TP 15%E 20%
ZTH o HERALE > KA ME N E R N2 R 100 7T - a3 A 12
Ko flanFEHERWEEHNERNEZ 40 T ELEHENERINE
& 55 L FEHEE MIERHMEZEAL > BEHEANSAZTEMEN
BREM > fJLREHEFEER -

AMEZERALENSEXEZEREH - JCBEMER  BEEHE
WA — M E 1 £ 3EAF > AT EY & 7R fR 58 0 - A Bl 555
AL BEEEANBEBMNNEH KRKDREAMEFER AN LA 1,200
£ 8,600 TAFNFENNEENEEH - BREHE AR AR AR 200
60070 FEAILIIEERIHE | £ 3FMHEFEHE - KMA B ELRE



g — 2000 128 13 H
LEGISLATIVE COUNCIL — 13 December 2000 111

~

RBNEREEGHE ATHBEEERXABBRAREEENEINES - KA
g MR EER AT E -

RAAEE BEAORT - B ARG F BRI T 5 (7 2 1 {1 3 2
Rt 57 86 O O H S AR B A IO SOE - BOIKER  MABERRHEAS
W 1099 R R G MR B S A B
R B RS - 38 BT I B T B I R 9 T 0 A A o O U A B Y R
A o BRI H AR B — R B A R B I T B
1 -

BeAh - B m Lk R AR B R T N B IEET - FRE AR IE N EE]
MO BB EEREERTR NN - 55 6 H > WMTE
Ml E-EIAEREEGEZ AT AMARSHEIESTENER  ZT8EW
ZELRAMELEEZBERERHERL - RSF 9 AE 10 AHE - JAMIREL
BN EERTHAEROEERAERE  EERBNZARE LOREREE
REER -

Bt E R BB (B A S B TG A B FE AR (2000 4R ¥ A B

(B (ERT) MBI R ih B A Bk %W TR AN #E - #
B

EE RBEEBITORERSER -

BTHBE LN BEHER > AHRGEREAERR D ERHEMESE
HAGEREARR - WBFEFRCRAIXFEHERENEE > il 2 HH
EAMTEHGOESE  DUERHMXFIEOANLTFEECFRVERE  HBH
ZHMAEFFEE L FEHRE

i # R

EFERAEASAROVFREEZ ST OoEBEHHANVESE > TLUEHE -

BHAEMERR  BRFEET -

(REET)



g — 2000 128 13 H
112 LEGISLATIVE COUNCIL — 13 December 2000

EE O HEWFEET -
(REET)

T+ HoEBREITTERGILHBERE -
Mr LAU Chin-shek rose to claim a division.
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 24 were present, 11 were in favour of the motion and 13 against it;
while among the Members returned by geographical constituencies through
direct elections and by the Election Committee, 29 were present, four were in
favour of the motion and 24 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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Meeting suspended.
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Council then resumed.
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THE PRESIDENT'S DEPUTY, MRS SELINA CHOW, took the Chair.
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MR BERNARD CHAN: Madam Deputy, may I start by declaring an interest as
a director of a small local bank.

I am not quite old enough to remember the banking crisis in the mid 1960s,
when some banks failed and some depositors tragically lost much of their savings.
However, I do remember the collapse of several banks in the early 1980s. And
of course, we all remember the case of the Bank of Credit and Commerce in
1991.

Each time we experienced such problems, there were calls for deposit
insurance to protect the interests of ordinary people who could otherwise be in
danger of losing their savings. The colonial government resisted these calls.

However, times have changed. Today, people expect far more from their
government than they did in the 1960s. Ordinary, hard-working Hong Kong
people expect the Government to play a part in guaranteeing the safety of the
savings that they have deposited in our banks.
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In this respect, Hong Kong people are no different from people in other
developed economies, including the United States, the United Kingdom, Japan
and elsewhere. And in those countries, the authorities have reacted to this
expectation by implementing deposit insurance schemes. We often benchmark
Hong Kong against these jurisdictions, and it is high time that we came into line
with them on the issue of protection for bank depositors.

It is important for Members to recognize that deposit insurance will not
only benefit the people of Hong Kong by giving them peace of mind about the
savings that they deposit in banks. It will also benefit each bank in Hong Kong,
by making the local banking system much more stable and secure.

As it happens, our banks today are secure and well-capitalized. However,
there is a culture in Hong Kong that sometimes makes people more prone to join
in queues and crowds just in case they miss out on something. We have even
seen a run on a cake shop at one time, and we have seen large crowds gather to
apply for shares in a company undergoing an initial public offering or even to
collect souvenirs being offered by fast-food chains.

With a safety net in place, depositors will be less likely to respond to
rumours about banks, and therefore less likely to make panic withdrawals, which
can potentially damage our banking system. Furthermore, greater stability in
our banking system will also reflect well on Hong Kong internationally. We
should not underestimate the importance of that.

Most of the arguments against deposit insurance are old. One is that it
costs money. However, it is perfectly possible to implement a scheme that is
simple in all aspects of its operation and administration, and will cost very little.
Certainly, there is no reason why ordinary depositors should notice any
difference in the amount of interest that they earn on their deposits.

Another argument is that deposit insurance increases moral hazard. That
might be the case if we did not have a highly professional regulatory body.
However, we have the Hong Kong Monetary Authority (HKMA) which, in my
view, is second to none as a banking regulator, not just in Asia, but worldwide.

Indeed, with the additional powers proposed in the Banking (Amendment)
Bill, the HKMA will have more scope than ever to monitor banks.
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In that case, opponents could argue, maybe we simply do not need a
deposit insurance scheme. However, that argument ignores the psychological
role played by a deposit insurance system. We cannot forecast whether we will
need it. It is a safety net. But its very presence increases confidence. Its
very presence, therefore, makes it less likely that we will need it.

Madam Deputy, a credible, mandatory and cost-effective deposit
insurance scheme will safeguard the interests of Hong Kong savers, it will
enhance the stability of our whole banking system, and it will bring us into line
with other world class financial centres. 1 urge all Members to encourage the
HKMA to devise and implement such a scheme. Thank you.

DR DAVID LI: Madam Deputy, first, I would like to declare my interest as I
work for a licensed bank.

There are divergent views within the Finance Functional Constituency
regarding deposit insurance. A number of concerns have been raised. While I
understand these concerns, I personally fully support a deposit insurance scheme
for Hong Kong.

What is deposit insurance? Plain and simple, it is insurance — insurance
against an unforeseen calamity. Who is protected? The small depositor, the
one who can least afford to have his bank account frozen. What is the real
benefit? The guarantee of full payout of the insured amount within weeks,
rather than years.

We are told that a deposit insurance scheme will increase moral hazard,
and cause banks to take greater risk.

However, a scheme will not cover all deposits. Banks will need to be
prudent to continue to attract both small and large depositors. Supervision by
the Hong Kong Monetary Authority (HKMA) will ferret out unsound practice
long before a bank reaches a crisis point.

If the HKMA is so efficient, why do we require deposit insurance?
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We only need to recall the Bank of Credit and Commerce affair to answer
that question. The local bank was sound. However, problems at the parent
bank raised the spectre that funds would be pulled out of Hong Kong. The
authorities closed the bank to protect local depositors. But, without insurance,
depositors were left in limbo, not knowing when or if they would ever retrieve
their money.

May I point out that almost all countries in Europe and North America
have a deposit insurance regime. The biggest banks worldwide all subscribe to
a deposit insurance scheme in their home markets. It is now time for Hong
Kong to do the same.

Deposit insurance was last debated back here in 1992. Then, a decision
was taken not to proceed. There are two significant differences this time: the
Government has said that it will permit the use of the Exchange Fund to provide
liquidity; and the HKMA has considerably tightened regulation of the banking
system.

Government support ensures prompt action under the scheme. It reduces
the cost of administration, and it gives small depositors the assurance that they
need. With this government support, we can design a very efficient and cost-
effective system.

The excellent work of the HKMA is also a factor reducing the risk and
cost of a deposit insurance scheme. Through strict supervision, the HKMA
provides the assurance that our banking system is sound. Without that
assurance, no bank would be willing to support a deposit insurance scheme.

Deposit insurance will not prevent bank failures. But it does provide a
clear procedure to be followed in the event of a failure. In the past, each failure
has been treated on a case-by-case basis, with no certainty when or if depositors
will get back their money. It is this uncertainty that has led to the rumour-
mongering and, at times, panic that we have seen in the past.

With deposit insurance in place, a clear and definite statement concerning
affected deposits can be made within hours, and payouts can be made in a prompt
and orderly manner. This certainty will create substantial follow-on benefits to
Hong Kong's position as an international financial centre.
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How much will this cost? Surprisingly little, if we are careful and
prudent in designing the scheme. The consultation paper issued by the HKMA
estimated that a scheme would cost 10 basis points annually, or $100 on
$100,000. This charge will apply to insured balances only. In other words,
there will be no levy on balances in excess of the insured amount.

I believe that, with a well designed scheme, we can trim the annual fee to
$60 or $70 on $100,000. And once the fund has reached a target level,
premiums can be reduced to a minimum.

There is growing public support for deposit insurance in our community.
The Hong Kong Consumer Council has given its backing, saying that a scheme
would be good for Hong Kong consumers, and would contribute to a stable
banking system. I fully agree with that.

The public consultation on deposit insurance will end on 17 January next
year. We will then be in a position to move forward.

Madam Deputy, I am pleased to support the Honourable Albert HO's
motion.

DR RAYMOND HO: Madam Deputy, as one of the most open economies in the
world, Hong Kong is always a proponent of globalization. Ever since Hong
Kong was established as a trading post in South China more than a century ago, it
has been growing with the expanding world trade and international financial
market. Our experience tells us that globalization is good for Hong Kong.
But the reality of Asian financial crisis in 1997 also alerted us that risks and
uncertainties come with globalization.

It is true that Hong Kong has a very sound banking system. But we also
have a history of recurring banking crises. It is true that some forms of
protection are at present provided for local depositors. But a better depositor
protection scheme is needed as there are limitations on the current scheme of
priority claims. Firstly, there is no certainty of full payment of priority claims.
Secondly, timing of payment is uncertain. Thirdly, under the existing
liquidation arrangements, the provisional liquidator of a local bank branch may
in practice only apply Hong Kong assets to settle priority claims. Obviously,
this is not the best formula to look after the interests of local depositors.



g — 2000 128 13 H
168 LEGISLATIVE COUNCIL — 13 December 2000

It is, therefore, necessary for Hong Kong to advance the limited protection
currently available to depositors, particularly, the small ones. Small depositors
usually do not have the expertise and resources to monitor bank performance.
The adoption of a deposit insurance system will provide better protection to them
and bring Hong Kong into line with the international trend which is in favour of
explicit deposit protection schemes. Oddly, Hong Kong is one of the few
international financial centres without a deposit insurance scheme.

I understand that some people have expressed their reservations on the
deposit insurance system. They are worried that banks may eventually pass the
cost of deposit insurance onto depositors in the form of lower interest rates on
deposits. I believe that this is not going to happen in view of the fierce
competition in the local banking sector. It is most likely that banks will absorb
the costs. Even if it is not the case, I do not believe that Hong Kong will lose
out to some small offshore islands, which are not risk-free, in attracting deposits
due to a small premium on deposit insurance. On the contrary, the deposit
insurance will increase depositors' confidence in our deposit system and the
stability of our banking system.

Like any other systems, the deposit insurance system has its own
shortcomings. It is true that banks and their depositors may be tempted to take
bigger risks in the knowledge that they are insured. However, the risk of such
moral hazard can be reduced given the proper design of the deposit insurance
system and effective banking supervision. In addition, the growing demand for
higher transparency of banking operations by both shareholders and regulatory
authorities will also help reduce such risk.

Madam Deputy, it is time for Hong Kong to improve its depositor
protection system in order to meet the needs arising from globalization. Such
improvement will strengthen the stability of our banking system and provide
better protection for our depositors. I so submit. Thank you.
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THE PRESIDENT resumed the Chair.
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NEXT MEETING
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Adjourned accordingly at half past Ten o'clock.



