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The Government Minute in response to the Report No. 36 of the Public
Accounts Committee dated July 2001

CHIEF SECRETARY FOR ADMINISTRATION: Madam President, laid on
the table today is the Government Minute responding to Report No. 36 of the
Public Accounts Committee (PAC). The Minute sets out the Administration's
position.
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The PAC selected for detailed study six of the 10 subjects investigated by
the Director of Audit in his Value for Money Report No. 36. Of these six
selected subjects, the PAC has completed its study on four of them and is
pursuing the remaining two. | must record the Administration’s appreciation of
the efforts made by Members of the PAC in carrying out the task with great
thoroughness and dedication. The Administration will continue to co-operate
with the PAC fully in this task.

The Honourable Eric LI, Chairman of the PAC, spoke on 4 July when he
tabled the PAC's Report. In addition to commenting on each of the four
subjects on which the PAC had carried out its study, he also gave his view on
access to documents which the PAC wished to examine in considering the
Director of Audit's reports. | would like to respond to some of his remarks.

| should stress and reassure Members that this Government is one of the
most open and transparent administrations in the region. We attach the utmost
importance to facilitating the deliberations of the PAC in examining the Director
of Audit's Value for Money reports. There is no question whatsoever of the
Administration unreasonably withholding documents from the PAC. On the
rare occasions when we have expressed difficulties, it is either because we
consider disclosure of the documents sought would undermine the fine and
important tradition of frank and free exchange of views within the
Administration; or because the Administration was constrained by contractual
obligations; or because the consent of a third party offering views to the
Administration in confidence could not be obtained.

My colleagues are already participating in a constructive dialogue with the
PAC on how we can step up co-operation with the PAC. Please be assured that
the Administration cherishes the high degree of co-operation with the PAC.
We will do our very best to reinforce our level of co-operation.

The PAC was concerned also at the delay in the privatization of the
Cheung Sha Wan Abattoir. As indicated in my Minute, it is difficult to draw
any conclusion on the strategy adopted by the former Urban Council at the time,
taking into account its concern with the possible disruption of fresh meat supply.
However, we agree fully with the recommendation that the Administration
should provide the Executive Council and other decision-making bodies with all
the important information to enable them to make informed decisions. This has
been and will continue to be the practice of the Administration.
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There is a third issue concerning the provision of staff for departmental
accounting units. We share PAC Members' view that we need to prepare the
accounting units of departments for taking up the new challenges, arising from
the Government Financial Management and Information System being developed.
In this connection, Controlling Officers are responsible for ensuring that these
units in their departments function effectively and properly and they should be
adequately staffed. The Treasury, with its professional experience and
expertise, always stand ready to assist and advise them. | assure Members
again that we take these responsibilities seriously. We accept the PAC's
recommendations and will act accordingly.

As regards the Government's efforts to promote e-business in Hong Kong,
the Administration is fully committed to promoting the development of e-
business in Hong Kong through providing a favourable environment and the
necessary infrastructure. We also lead by example. Under our E-government
strategy, we have established clear targets and set up a dedicated E-government
Co-ordination Office to ensure effective planning, implementation and co-
ordination. We are moving full steam ahead and have made significant
progress.

Members of the PAC were concerned about the significant variance
between the estimated and actual number of digital certificates issued by the
Hongkong Post. | would like to assure and stress that the establishment of the
public key infrastructure (PKI) and the provision of the public certification
authority service by the Hongkong Post are part of the initiative to promote the
development of e-business in Hong Kong. The Government needs to play a
leading role to kick-start the development. And | would like to take this
opportunity to urge Members of this Council, including Mr Eric LI, to take out
one of these keys and start such a movement in Hong Kong with the Hongkong
Post. | myself and many of my senior colleagues have already subscribed to the
service. It takes time to build up customer confidence in new PKI applications
and the Postmaster General has been making vigorous efforts to promote wider
use of digital certificates. As recommended by the PAC, the Hongkong Post
Certification Authority has taken steps to control the size of its operation, having
regard to market demand. The Postmaster General will continue to monitor
closely the usage of digital certificates and liaise with certification authorities
abroad to establish cross-certification arrangements for facilitating cross-border
e-business.
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The Administration will review in late 2002 the strategy for funding the
Hongkong Post Certification Authority service. The review will take into
account such factors as the readiness of the community in adopting digital
certificates, the maturity of applications using digital certificates in the market
and the general development of the certification authority market in Hong Kong.

I now wish to turn to the subject of management of public housing
construction.

The Housing Department will continue to carry out the public housing
development programme efficiently and effectively to provide housing to eligible
households. It has made good progress in implementing the quality reform
package. For example, it has strengthened on-site supervision by deploying
resident engineers to all piling sites and assigning resident professionals to more
complex building projects. It has imposed restrictions on subcontracting piling
works, introduced more vigorous performance evaluation of consultants and
contractors as well as implemented quality-based procurement procedures.

The PAC expressed concerns in several areas in the management of public
housing construction. We have responded in some detail in the Government
Minute presented to Members today. | wish to highlight two points only.

First, the PAC was concerned about the establishment of a premier league
of contractors. The Hong Kong Housing Authority (HA) advises that this is
one of the initiatives under the "Qualify Housing Reform" package, and is
intended to foster a strategic partnership with the best contractors for innovative
methods of improving the quality, efficiency and productivity of public housing
construction. The HA considers the new arrangement to be fair, competitive
and suitable for some of its more complex and specialized construction projects.
The HA has no intention to limit the number of premier league contractors, and
indeed contractors meeting the qualifying criteria are eligible to join the league.

Second, the PAC urged me to finalize and announce the recommendations
of the Committee on the Review of the Institutional Framework for Public
Housing on the initiative to place the HA's buildings under the purview of the
Buildings Ordinance. This is indeed a very complex issue, which I am sure that
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the Select Committee of the Legislative Council has already begun to appreciate.
It is a complex issue, with political, legal, administrative, staffing and resource
implications. | can assure Members that the Administration is working hard to
take this matter forward. As an interim measure, the Director of Housing has,
since November 2000, set up an Independent Checking Unit reporting directly to
him. The Unit will carry out third-party inspections on the building quality of
public housing projects with support from the Buildings Department.

Madam President, the Administration is grateful for the constructive
comments and sound advice from the PAC. We will continue to co-operate
fully with the PAC. This partnership between the PAC and the Administration
will help the public service of the Hong Kong Special Administrative Region to
maintain a high standard of efficiency, transparency and accountability.
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2001 60 (EXRE) (887) A
Solicitors (Professional Indemnity) (Amendment) Rules 2001

MISS MARGARET NG: Madam President, in my capacity as Chairman of the
Subcommittee formed to study the Solicitors (Professional Indemnity)
(Amendment) Rules 2001, | wish to address the Council on the Amendment
Rules.

The Amendment Rules, made by the Council of the Law Society of Hong
Kong (Law Society) under the Legal Practitioners Ordinance, were tabled in the
Legislative Council on 11 July 2001 and came into operation on 1 October 2001.
The main purpose of the Amendment Rules is to increase the contributions made
by members of the Law Society to the Solicitors Professional Indemnity Fund.

The Law Society has provided detailed explanations for the increase to the
Subcommittee. In gist, the Solicitors Professional Indemnity Scheme had a
three-year reinsurance programme which was due to expire on 30 September
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2001. Under the Scheme, the Hong Kong Solicitors Indemnity Fund Limited
(HKSIF) provided coverage of $10 million per claim to its membership. Of this
amount, the HKSIF retained the first $1 million of every claim and reinsured the
remaining $9 million. The Law Society became aware in mid-2000 that based
on the Scheme's historical claims data, it was likely that reinsurance premium
would increase by 400% after 30 September 2000. At a Members" Forum held
on 15 September 2000, the Law Society decided to cancel the three-year
programme and rewrite a five-year programme which allowed an increase in
reinsurance premium phased in over a period of five years on a progressive basis.
The five-year programme commenced on 1 October 2000. The new
reinsurance programme also requires an increase of the Fund's retention for the
self-insured layer from $1 million to $1.5 million per claim from 1 October 2001
to 30 September 2005. As a result, it is necessary to amend the formula to raise
the amount of contributions as proposed in the Amendment Rules.

A major concern of many small to medium sized law firms is that the
150% increase in contributions are untenable.

The Law Society has advised that 86.05% of firms with no claims loading
will pay 5% of their gross fee income in contributions to the Scheme under the
new Rules, but it could not comment on the impact of the increased contributions
on individual firms. In my capacity as the Member representing the Legal
Functional Constituency, | have conducted a survey on the impact of the
Amendment Rules on solicitors firms. A questionnaire was sent to over 600
firms and 198 have responded. 177 are sole proprietors or small firms with
two to five partners. They said that the increase in contributions will cause
serious difficulty or will be fatal to their firms. The result also shows that the
majority of them are not engaging predominately in conveyancing.

Another concern of the profession is that under the existing arrangements
of the Scheme, firms with good claims experience and little conveyancing
practice are heavily subsidizing the premium cost of those firms with poor
records, and those heavily engaged in conveyancing work. The Subcommittee
has requested the Law Society to consider adjusting the amount of contributions
payable by a firm to take into account its claims record and type of practice.
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The Law Society has explained that historically, claims arising from
conveyancing made up about 80% of the total value of claims in any year.
However, the situation has been exacerbated by the collapse of the local property
market and the abolition of conveyancing scale fees which could have affected
the quality of work in some cases. As a deterrent to firms with frequent claims,
the Amendment Rules have introduced further penalty deductibles. The Law
Society has advised that there has never been an element of risk banding within
the Scheme as this is an issue which cannot be resolved in isolation or in haste.
The calculation of the formula for payment of contributions is a delicately
balanced equation in which the variables of gross fee income, number of fee
earners, claims loading and deductibles all play an intrinsic part.

There have been repeated calls from the profession for the Law Society to
conduct an immediate and independent review of the existing Scheme with a
view to adjusting it or replacing it with some other schemes. Two solicitors,
from HORVATH and GILES, and Erving BRETTELL, have submitted to the
Subcommittee detailed comments on the Law Society's Scheme, and the result of
a survey of all solicitors firms. Over 50% of those surveyed agreed that there
should be an independent review. The Subcommittee was also assisted by an
information paper provided by Holman FENWICK and WILLAN, on the
experience of the Law Society of England and Wales which replaced their mutual
fund scheme with a Qualified Insurers Programme two years ago under similar
circumstances.

The Subcommittee has requested the Law Society to consider conducting
such a review to address the various issues raised by its members. The
Subcommittee felt that this Council should take steps to monitor the progress of
this matter.

In response, the Law Society has given an undertaking in the form of a
letter from the President of the Law Society to the Chairman of the
Subcommittee. May | now quote for the record of this Council the wording of
the undertaking:

"The Law Society fully intends to conduct an independent review of the
current insurance arrangements under the Scheme with a view to
considering whether at the expiration of the five-year reinsurance contracts,
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the Law Society should maintain the existing mutual scheme with or
without amendment or to demutualize the Scheme and put into effect such
other options as may be proposed as a result of the review.

The Law Society wishes to assure the Honourable Members of the
Legislative Council that once the parameters and likely cost are
determined, it will seek a mandate from its members to carry out
expeditiously an independent review and will inform the Legislative
Council of the progress of the review on or before 30 September 2003.
Any recommended arrangements will have to be acceptable to members of
the Law Society, approved by the Chief Justice and transformed into
amendments to the statutory rules to be approved by the Legislative
Council before the expiration of the five-year contracts at the end of
September 2005. At this stage, that is the timetable to which we shall be
working."

To further allay the concern of the Subcommittee that sufficient time

should be allowed for the complex and meticulous post-review work including
documentation and drafting of legislation in the event that a decision is made to
amend or replace the existing mutual scheme, the Law Society agrees that it
would proceed with the review as quickly as possible and impose a time limit for
the body or person commissioned to carry out the review. It also accepts that it
should then proceed with consultation with its members without delay. With
this understanding, the Subcommittee recommends to Members that the
Amendment Rules be supported.

Thank you, Madam President.
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MR HOWARD YOUNG: Madam President, | notice that in the Annex attached
to the Secretary’s reply, there are some figures on the number of applications,
and the Secretary has explained in her reply that some applications were rejected
for various reasons. However, from the table listed in the Annex, the rejection
rate for individual applications seems quite high. In fact, | have worked out
that about one third of the processed individual applications had been rejected,
compared to about 17% of the company applications being rejected. | would
like to ask the Secretary whether she views this as quite normal, or is there any
special reason why the rejection rate for individual applications could be
particularly high? Could it be attributed to the individuals not quite knowing
the procedures, for example, filling in the forms?

SECRETARY FOR EDUCATION AND MANPOWER: Madam President,
there might be some misunderstanding about the purpose of this fund in the first
instance. So there were applicants who applied for this fund without relating
the course to the needs in the workplace. As it is the Funding Scheme for
Workplace English Training (the Funding Scheme), the applicants, in the first
place, have to prove that they are in employment and that the English course is
related to the kind of work that he or she is doing. | think a large proportion of
the rejected cases is partly related to the applicants® misunderstanding of the
purpose of the Funding Scheme, and partly, as | mentioned in my main reply,
related to the applicants repeating their applications. In other words, there was
double counting in certain instances.

MR ABRAHAM SHEK: Madam President, in the Workplace English
Campaign, there is a feature of the Funding Scheme that $10 million has been
allocated for this purpose. However, only $1.2 million has been used. Isita
success or not? | would like to ask the Secretary whether she will consider
abandoning the Funding Scheme and using the money for other purposes?
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SECRETARY FOR EDUCATION AND MANPOWER: Madam President,
we have received quite a number of applications. But | must admit that the
response from employers is generally not as enthusiastic as individual applicants.
We have some applications still being processed, but even taking that into
account, the total sum of money being applied for is still far from $10 million.
Since we have not used up the fund allocated for individual training purposes, we
hope that by launching another round of publicity, we could attract more
employers to come forward. Anyway, we will certainly review the situation.
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BILLS
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First Reading of Bills

TR EE-EHE -

2001 FRE#ER AT (1B5]) HEHAEXE)
KOWLOON-CANTON RAILWAY CORPORATION (AMENDMENT)

BILL 2001

2001 7R %% (257 ) MEHIEZE)
INLAND REVENUE (AMENDMENT) BILL 2001

ME - (2000 FREHR LR (BE]) REAEZR)
(2001 EF s (BFT) BREIEZR) -

EOEFE S 3 WHIE (#FHA) F 53 1FF ()L HIHE » =Zar L F
Y-

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



e — 2000 10 B 31 8
74 LEGISLATIVE COUNCIL — 31 October 2001

EEE
Second Reading of Bills
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BILL 2001

E#BREE: TF HEHE ZFEH2001 FNESBAF (BT OHBRAIEZE) -

(2001 B sk /] (BET) ROIEZ) BHIY > 2 Zamfb IR 8Os
C " ) AFIERZERE BN E A RO 7R K PRE

RO 28y £ A A

(—)  BERRIEA GOt A B UL A = £ F 2 T B BB RE

Al

44
(2D B OLAT BURE B — B R B8 17 BURE Bk Ry T 3 Ry ik
54

(=) BEEKBAFEEABITEBRAEES TITERMEE S K&
(M) REELAF - EESTHREEIENRR T > RELF T
A B B R (L B9 1T BOR S BB i -

JUSCA E H BT R A RS - BREER 110 8 AR > fIE A3
ACE T HEMEE BN 10%- K 20 2K > Juskl — BRAT DS 3 Rk KA/ M
AR E T - %0 AT E 513 AR STR R AL > DU E B
fERmAEBRE - WA ZAFNEE T EM R > DlimEREFAENR - £
W - A ER R R R — R AU R E B 5 = YR AR

PRI > AE A BB AR > JUER N 7 JH T A 4 R B A R AT A 2K Y e PRk
B ZAFABEREKCREMAN 4 HE & - BEsEE—8 - Sl
EREFEEE R - RVDHESZHR > IR EREEEMZR - 8 4 HR R EHE G
700 {EICHY AR - EERKBFNTGTK - £F —HH - LB = IRAEE B
(o S 38 R ORI 2000)H #8 B R% & = HE 1T #Y STE S K A &1 R JUBE I BR AR
B AR AL BR AR - IS B AR E KR HER R > DU A IR
i g R AR - AL > fE 2016 FEET > A FIATREEFEEHM 200 EX
600 (&7 - 1T ZHF stk T2 -



e — 2000 10 B 31 8
LEGISLATIVE COUNCIL — 31 October 2001 75

FEARPS G - Jusks w0 S F AR R B A BRER - PEEE 2003 FEE
%’ BB E NBORF g 30% - B 7 2011 > W B REE BEH G =
240 BE 320 AR - FEMENWEEREG W ARKERNET] > AREGH
SEGSHELDNECSZAIRS - HA - FEE P9E R BB X 0 A 57 E 5
fk o USRS F IR ZE 3R R RO Y il B A R R R vk B IR

RIEMEERANER > WEBAFANTHEEEFEEMEE AR L
REETE] - A R A IRy SR F R AR IR E AT SRR SR IR s > B R RE M
B Wi hB AR ERRLAEEREFER SRR 2 78R # M EOR
DIR ET R R R E TiE - MM BEEFMITERRBENELETEZ T —
fE AL B ERERGESmICR - WK 2HEE R E > B0FE/ T BUR
B AE S B o0 B o (E W B AE S A K 0 B oK TR M 1 A B e SRS e E AT
S 2T AR E -

\

HMABNBAFNESEREL - UIEERNAFEFEEHE - 2
EEEFEHE NIIFEH

I

EE

(—)  tgET 45 H 2~ 7] 57 37 1Y 3R M 28 5 5% R T &

(Z) EEMEGHE - EENEARES - BENMHELARAEERE

(=) EFMRBERREE TEEBTHRAB&ETMNELHEZTE

(W) wERGE - MHRSHEBREHEZIARETSE &

() PO rlEETBCERN A GE - B BRI & DU R E 17T X
NI =R

JUSCA AT BOR R > A ER TAIHEIE -

(—) FUTHEHEFRREELRE

(Z) HEHHEFRE MEEMY R ER

(=) EHHFEREEEMEE LE ' &

(V9 mEEAFENEITHRER -



e — 2000 10 B 31 8
76 LEGISLATIVE COUNCIL — 31 October 2001

AN F ERE AT BRI T e o B TERFAFAERN
BIPR ORI - EEOAEERE > IR SEHR - T EEER KRHMELH
FAMEEHESE  HRATHROLAFEGEREN - HIEAFRITHRAEN AL
HENMEAFER > KEEREREROBILE > R ESRDIEEE
e AFEIRIIT BB H 1R AT E R RS BB R HETT R TR o RAMAH(GE
BAFRERRITBEEEBELBRE 2K > LEBALQFNERLEERSN
Ro ZNFAREEF I REEEE NV ER RS

WREIL g > HESUERELFRAIER - #HB LR -

R RAAERSCREDOGFREERZ @ (2001 FREHEB LA (BF]) &
PlEzx) FLLZHE -

Z (EFAA) > ERmAEAEMNR MERIEENCBENEZE T RE
Moo

2001 8% (237 ) MEHIEZE)
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(2001 £ A7 (f257) EHAEE)
COMPANIES (AMENDMENT) BILL 2001

ERMENR 2000 F6 R 6 ABBHEAEE_BEE
Resumption of debate on Second Reading which was moved on 6 June 2001
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Council went into Committee.
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Committee Stage
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€2001 £ A7 (f257) EHAEE)
COMPANIES (AMENDMENT) BILL 2001

EREIR  RBFAERS R HOFREER  DUNERSGHA (2001 F£ 2 F
(BE]) BREIEZ)

ME:F1-2-3-5K 8K

EREXIH  RAEMEERR BRFBET -

(ZEBET)

EREERE  NHONFET -

(REZEHT)

2EEIF  BRELBEEHESERZELB YEER - R E Mk EE]
SE o

ME 406 KT

SECRETARY FOR FINANCIAL SERVICES: Madam Chairman, | move the
amendments to clauses 4, 6 and 7, as set out in the paper circularized to
Members.

The amendments can be classified into two categories. The first category
relates to clause 4(3), clause 6 and clause 7(b), and its main purpose is to add
section 141CAA to the Companies Ordinance. Section 141CAA provides that
iIf an entitled person in relation to a listed company does not send a notice of
intent to the company within a specified period indicating his wishes as regards
whether to receive a summary financial report or the relevant financial
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documents, the entitled person shall be treated as having sent a notice of intent to
the company within the specified period notifying the company that he agrees to
be sent a summary financial report in place of the relevant financial documents.

The second category relates to section 141CG, which is proposed to be
added to the Companies Ordinance under clause 6. Section 141CG allows a
listed company to fulfil its obligation to send a summary financial report or the
relevant financial documents to an entitled person by putting such report or
documents on a computer network. Section 141CG(2)(a) specifically provides
for the period in which the report or documents are required to be kept on the
computer network. | now propose to amend the wording of this section to
clarify that the report or documents would be required to be kept on the computer
network until the date of the following annual general meeting or the date of a
general meeting held in accordance with a direction of the court.

Thank you.
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Council then resumed.
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Third Reading of Bill
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(2001 £ A7 (f257) EHEE)
COMPANIES (AMENDMENT) BILL 2001

SECRETARY FOR FINANCIAL SERVICES: Madam President, the
Companies (Amendment) Bill 2001
has passed through Committee with amendments. | move that this Bill be read

the Third time and do pass.
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Rig (BERAERMGEG) BBNREE
PROPOSED RESOLUTION UNDER THE INTERPRETATION AND
GENERAL CLAUSES ORDINANCE
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THE PRESIDENT'S DEPUTY, MRS SELINA CHOW, took the Chair.
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MR BERNARD CHAN: Madam President, as a member of the Estate Agents
Authority (EAA), | am well aware of the difficulties being faced by the real
estate trade. It is not surprising that estate agents want to reduce their
overheads as much as possible.

The EAA is sympathetic. It reduced its licence fees by 20% in January
2000. And the people concerned believe that it can reduce them by another
20% now.

However, | do not believe that it is a good idea to reduce the fees by more
than that amount at this stage. The EAA relies on these licence fees for most of
its income.  And the distinction between the EAA and other statutory bodies has
been clearly illustrated by the Honourable MA Fung-kwok.

The number of licensees is declining. And, as a result, the EAA
currently faces some uncertainty about the future levels of its licence-fee income.
We do not know whether this trend will continue after the transition period,
when all the relevant people have become licensed.

The EAA will have a better idea early next year. So at that time, the
EAA will review the fee structure. And it will certainly consider further
reductions in licence fees, if that is possible. The last thing that we want to do
right now is to bring fees down too far — and then have to increase them again in
a few months. It would be unfair to people who pay for licences at the wrong
time. And it would be generally confusing.

In addition to reviewing its likely income from licence fees, the EAA will
also look into alternative sources of income. One possibility is an value added
levy on licensees' commissions.
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Madam President, the EAA would ask everyone to wait a few months until
its income stream is easier to predict.

In the meantime, | think it is important to remember that the proposed
extra reduction in fees would not make much difference to individual licence
holders. As mentioned earlier by Mr MA Fung-kwok, the saving would
amount to $15.80 a month for salespersons, and $24 for estate agents. And you
only need the estate agent's licence if you occupy a managerial position or own
the actual business.

| should also point out that the EAA is not wasteful. It has reduced staff
numbers by more than 10%, despite an increase in workload. It does not have
fat that can be cut. | am sure that the Honourable LEE Cheuk-yan will agree
with me on that.

To conclude, Madam President, we all know that the real estate trade is
suffering hardship. But that is not because of licence fees — it is because of the
state of the property market. It would not be prudent to cut the licence fees by a
whole 30% at this stage. The EAA needs a given amount of licence fees in
order to fulfill its statutory duties.

The licensing transition period is now coming to an end, and so is the
growth stage of the EAA. In just a few months, the EAA will be able to plan its
future income more accurately. And if it is possible to reduce licence fees at
that stage, | can assure you that the EAA will definitely consider doing so.

Thank you.
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Dr YEUNG Sum 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, 27 were present, five were in favour of the motion and 22 against
it; while among the Members returned by geographical constituencies through
direct elections and by the Election Committee, 26 were present, 13 were in
favour of the motion and 12 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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MR ABRAHAM SHEK: Madam President, | speak in support of the motion
moved by the Honourable IP Kwok-him and | salute to those Members of this
Council who are also serving as District Council members.

When it comes to district affairs, our community will certainly turn to the
518 members from the 18 District Councils. The Working Group on District
Councils Review clearly recognizes this is so in its report and it has proposed to
enhance considerably the functions of the District Councils.
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It should be noted that the functions of the District Councils have been
enhanced, particularly in the areas of advising the Government on food and
environmental hygiene services, since the District Councils Bill was passed in
1999.

On district work, the report suggests that District Councils® role to advise
and monitor public services at a district level be further strengthened.

They will be given chances to meet Policy Secretaries and Department
Heads to express district needs. But, Madam President, will our government
officials listen to them and act on their advice? Or will they just listen and
forget about the advice? When they do not, the loser is definitely not the
officials but the community, because advice from District Councils represent the
interests and the wishes of the people in particular districts.

And it is also suggested that the District Council members be allocated
more funding to manage community involvement in district projects as well as
minor environmental improvement projects.

These new recommendations will serve as a start to increase District
Council members" participation in local affairs. In the long run, I believe that
the District Councils should take up more administrative role in cultural, leisure
and environmental hygiene facilities. But this power transfer should take time
to evolve.

At the moment, the provision of cultural, leisure and environmental
hygiene facilities is still best be done by the Government centrally in order to
ensure service continuity and quality.

At the local district level, the District Councils should be given more
opportunities to deliver and manage various public facilities. This will give
District Council members a stronger sense of commitment to the community,
thereby encouraging their continuous contribution to serve the people in the
district.

Madam President, | also support that appropriate level of allowances
should be given to those District Council members to encourage them to continue
to work for the districts.

Thank you, Madam President.
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Mr Andrew CHENG rose to claim a division.
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) 6e H #2 -

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, six were in favour of the amendment, nine
against it and five abstained; while among the Members returned by geographical
constituencies through direct elections and by the Election Committee, 25 were
present, 12 were in favour of the amendment and 12 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 Andrew CHENG rose to claim a division.
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 20 were present, 16 were in favour of the motion and four
abstained; while among the Members returned by geographical constituencies
through direct elections and by the Election Committee, 25 were present, 14
were in favour of the motion and 10 abstained. Since the question was agreed
by a majority of each of the two groups of Members present, she therefore
declared that the motion was carried.
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MR HOWARD YOUNG: Dr the Honourable LUI"s scientific and mathematical
explanations of "nano", to a layman like me, really means short and small. So |
will also attempt to make my speech short so that it will not make this debate
extending to the nano hours of the morning.
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DR DAVID CHU: Madam President, I am rather impressed by Dr the
Honourable LUl Ming-wah's very complicated speech. (Laughter)  Because
of my nanometre-sized brain, it probably would take me a long time to fully
comprehend all the intricacies. | certainly share Dr LUI Ming-wah's vision of
the important role that high technology plays in the future development of Hong
Kong. Hong Kong's transition to a high-technology-based economy is a long
journey, and | am glad that the Government, under the leadership of Mr TUNG,
has already taken the decisive initial steps.

| was rather fortunate to witness the development of the two greatest high
technology centres in the world. | was working and living in Boston in the
1960s, and watched its development into a high technology centre. And by
chance, | was also present in San Jose, California in the mid-70s when it
developed into what it is better known as the Silicon Valley today. These cities
developed into high technology centres, not because the government had a policy,
and not because their local legislatures had a debate on high technology. This
happened because there is a demand in the market place for high technology.
So we should first focus on the market and the demand, not on making ourselves
a high technology centre. It is the other way round.
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In the case of Boston, it is the demand for defence technology that enables
Boston to fulfill this demand. And in the case of San Jose, California, it is the
development of personal computers and Internet that enables San Jose to fulfill
this demand and to develop into a high technology centre. So we must focus
first on the market place, or which market that we want to serve. And once we
have identified the market, then we have to decide which high technology that
Hong Kong is best suited to move into. We may decide to serve the global
market or the Asia market or the China market. The China market is the largest
emerging market in the world. Once we have identified a market place, then
we have to identify which high technology that we want to participate in, whether
it is nanotechnology, bioelectronic technology or advanced Chinese medicine
technology. Once we have identified the kind of technology, then we need to
gather the experts, whether they are from China, North America, Europe or
Israel. And we need government policies to facilitate the gathering of these
technical experts in Hong Kong, who would help us develop various products
and services to serve our target market. This is the process. And our world-
class business infrastructure and financial infrastructure should be a great help in
our future development in high technology. | think our knowledge about the
greatest emerging market in the world, that is China, will enable us to have a
very strong competitive advantage vis-a-vis other competitors.

Therefore, Madam President, | fully support Dr LUI Ming-wah's motion.
Thank you.
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Madam President, if this were the US Congress and | was asked this
question, | would invoke the fifth Amendment on the ground that my answer
might serve to incriminate myself.
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NEXT MEETING
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Adjourned accordingly at twenty-one minutes past Eleven o*clock.
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