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Report of the Finance Committee on the examination of the Estimates of
Expenditure 2002-03 (June 2002)
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Report of the Finance Committee on the examination of the Estimates of

Expenditure 2002-03 (June 2002)
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REHMNOREE
ORAL ANSWERS TO QUESTIONS

BLEHEXZ LHANERE REETAEFE
Regulating Deceptive, Misleading and Unfair Practices in Consumer
Transactions
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BREFUIIMAHBEBRENESEE
Corruption Cases Involving Employees of Non-government Public Bodies
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Development of Public and Private Housing on Same Site

4, MR ABRAHAM SHEK: Madam President, at its meeting on the 17th of
last month, the Strategic Planning Committee of the Hong Kong Housing
Authority (HA) decided to maintain the original plan to redevelop North Point
Estate (NPE) and an adjacent lot of government land in a mixed mode, that is, a
mix of private and public housing. In this connection, will the Government
inform this Council:
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(@)

(b)

whether it has compared the mixed-mode to the entirely-private
mode of redevelopment of the site in the following aspects: revenues
from the land auction, impacts of the sale of the completed buildings
on the first-hand and secondary private residential markets in that
district and on the property market as a whole, as well as the annual
revenues from the levy of government rates; if it has, of the results; if
not, the reasons for that; and

of the measures it will take when it approves the deeds of mutual
covenant concerned to prevent any future disputes between the
owners of the public and private flats in respect of building
maintenance and management issues?

SECRETARY FOR HOUSING: Madam President,

(@)

The HA holds a proper land title to the three lots on which NPE now
stands. These lots can be used for developing high-rise public
housing blocks. It is the intention of the HA to redevelop NPE.
In order to encourage private sector involvement in the public
housing programme and to make the best use of valuable land
resources to derive optimum economic and social benefits, the HA
proposes to adopt the consolidated development mode for NPE and
adjacent government land (including a public transport interchange
and open space).

The HA's consolidated development plan will result in major
planning gains such as:

(i)  full development of land potential;

(i)  incorporation of office, hotel, retail centre, school, private
sector flats, Home Ownership Scheme flats and other
Government/Institution/Community (GIC) facilities into the
development plan to serve residents of the district and other
members of the public;

(iti)  enhancement of transport links and accessibility of the area;
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(b)

(iv) integration of the currently fragmented open space; and
(v) redevelopment of the dilapidated NPE.

The environment of North Point will be greatly enhanced upon
completion of the whole project. There will be positive effects on
the primary and secondary residential property markets as well as
any residential and commercial developments in the Eastern
District.

The land lots owned by the HA account for about 73.3% of the total
amalgamated area. Had the HA not taken the initiative to
redevelop NPE, the potential of this prime site would not have been
released for the benefit of the entire community. The reason is that
the public transport interchange and open space are earmarked for
GIC and recreational use respectively in the outline zoning plan,
rendering the present development potential of these two sites to be
minimal.

In announcing the redevelopment of NPE in March 2000, the HA
pledged to the residents and the Eastern District Council that a form
of public housing would be retained in the redevelopment proposal.
Therefore, the HA did not consider redevelopment of the joint site
solely by the private sector. The Government has not estimated the
amount of gains that would be generated by a hypothetical proposal.

Under section 7(2) of the Rating Ordinance, the ratable value of a
tenement shall be an amount equal to the rent at which the tenement
might reasonably be expected to be let, from year to year.
According to the Rating and Valuation Department, the rates of the
newly-built flats in the redeveloped NPE would not be very different,
irrespective of whether the mixed or private development mode is
adopted.

Like other flat owners, the rights and obligations of the individual
flat owners in the redeveloped NPE would be governed by the deed
of mutual covenant and the provisions of the Building Management
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Ordinance (Cap. 344). These provisions will provide the legal
framework for flat owners in the redeveloped NPE to jointly take
part in the day-to-day management and maintenance of their
property for the common good. In preparing the deed of mutual
covenant, the developer will have to follow the guidelines issued by
the Legal Advisory and Conveyancing Office and ensure that the
legitimate interests of all the parties concerned are balanced in an
equitable manner.

If approval is formally given, NPE will be the HA's first
consolidated development project. The HA will have to work out
many important details between now and two years later when the
first tender is expected to be let.

Members of the community have very different views on this project.
To a certain extent, the views are polarized. The Government and
the HA will consider further different points of view and the
experience of other agencies when devising specific implementation
details for the North Point project.
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Road Tunnel Linking up Shekou and Zhuhai
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Contract No. and Title
ERIMPER LR

YL 40/98

Tin Shui Wai Further Development — Road D4 and
Site Formation of Areas 112, 115 and 120
FoKEHE—FFRETHE — D4 FHEE - DIRE
112 1& ~ 115 B 120 AR SEEe T 58

FL 23/99

Main Drainage Channels for Fanling, Sheung Shui
and Hinterland —

River Training Works for Upper River Indus

krga ~ PRSI EERKE —

L ABHRR i E A

DC/95/06
Central and Wan Chai East Pumping Stations and
Screening Plants

CHER R (R o K PRk T2

DC/98/01

Investigation of Sewers and Drains Behind and
Adjacent to Cut Slopes

AN UTHIRIE R 77 B AY5 /KRR 7K IR

Original Contractual
Date for Completion of
the Works

Extended Contractual
Date for Completion
of the Works

Anticipated Date for
Completion of the

Works

Estimated Additional Cost
incurred arising from the
delay of the Works

JESHILIEZ LAY EHEFTLFE LA el LR LA LR [ZeaI AT B

1.3.2001

2.1.2002

28.1.2000

14.5. 2000

24.5.2001

6.4.2002

31.5.2002

18.8.2000

12.2003

3.2003
(channel works
HEAGETAR)

3.2004

(other works
HittTH)

12. 2005

3. 2003

$40 million
4,000 &7C

$210 million

2.1 {%7T

(Amount that may be
recovered from GWCH-$120
million)
CPTRETE AR BB AT RAY
1.2 f&7T)

$63 million
6, 300 T

$8.6 million
860 E7T

Name of Replacement Contractor

FrREEEE

Completion contract yet to be awarded.
FE L&A

Sun Fook Kong (Civil) Limited (for part
of the works)

g (A ARAR (F5 T
Completion contract yet to be awarded.
FELERIMATH

Hong Kong & Macau Scent On
Engineering & Construction Limited (for
part of the works)

BB ZEETEARAF (H9 T
)

Completion contract yet to be awarded.

SE LERIMAALH

Completion contract yet to be awarded.
FE L AR M A H

FH

06

¢00¢ aunf ¢1 — T1IONNOD IAILVTISIOFT

S

&8

B¢l H9E200Z —
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Design and Usage of Ferry Piers

8, MEEREE : L/F WK HEIHIRE I E BT & & A T -

(—) EHZHEFHE m A &5 O B 5 55X 5 385 ZF F1 il &L
HIFRRIEE W HHGAE > fFlERBM - HEHETE AR

(=) BHABE GG H B 5 A BRI
o SEMIEANE P EEAE BB ERA B RS
7 R

=) KK SENG LG R EHEK - EHH &5 ELGHE 7R
JHEI R & il T % F 5 HRBIFEE R ILE - ETELFFE
Ko FIER/MT?

B@mBRER G XN B TEREVIBHNRSGEHBRTHREM - f£R2%K
3 g H W Ot F5E I ik B 0 BB BE R B o B B R 1 2
Ry T AR R R UAERE T E2ESEBNRER
BT AR B R R\ SR A B - AR IR IR AE AU ET & o bl B (8 BT A BE R 3R A By R ER
EHMBENRGREHERTARER - ERHEERAIEE > Hhf RS H
BB OB ERE R HGE M - MIEA 55  SAMER T EBRNGES
FREE o BRI ~ IR SHESEE o B AT 5 S SRR 2 By 28 v B iR
ERLF RPN =

ERWBEERE T HE > &R B A R B TSRS E R 2Ry R R Uk
B E R Al R At LIE TR IR R 2/ N ARG - MER I AT & &3
B RN EE SRR ERETIEE > HBFEETTHEN TEE
WEE LS TR T - BIA0 - THETAE 2003 FRBHAY RV HIEE K E =1L ET
#( BZEE” DEF  ERGERDENKEBHEES EMT NE K ERE
e A ERNIEE R KA R A RDIEREMBBEH DGR > L

PH AE B 5% AT S Ry RS AT R & — 2 -



52

ke — 2002%F 68 12 H
LEGISLATIVE COUNCIL — 12 June 2002

EERNANFEEFEZE
Conflict of Interests of Securities Intermediaries

9, MISS EMILY LAU: Madam President, in view of the efforts of financial
services regulators in the United States and Europe to review the issues of the
conflict of interests of securities intermediaries and the impartiality of equity
research reports, will the Government inform this Council:

(@)

(b)

()

whether it has plans to conduct the same review in Hong Kong,
including the conflict of interests on the part of securities
intermediaries in having to give investment advice to institutional
and direct investors on the one hand and promote their corporate
clients on the other hand;

of the requirements for securities analysts to disclose their interests
to customers, and whether the relevant authorities plan to tighten
these requirements; and

of the number and nature of complaints made against securities
analysts that the relevant authorities received in the past two years?

SECRETARY FOR FINANCIAL SERVICES: Madam President,

(@)

As in all major financial markets, Hong Kong operates a
disclosure-based regulatory regime which emphasizes the need for
segregation of and controls over different functions and information
flow between functional areas in a firm offering financial
intermediary services. Where potential conflict of interests arises,
whether at the analyst or corporate level, detailed disclosure should
be made so that investors can make informed decisions.

This principle is embodied in the Code of Conduct for Persons
Registered with the Securities and Futures Commission (SFC)
(Code of Conduct) and the Management, Supervision and Internal
Control Guidelines for Persons Registered with or Licensed by the
SFC (Internal Control Guidelines).
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(b)

Since the recent downturn of technology stocks, concerns have been
expressed over analysts® conflict of interests. The International
Organization of Securities Commissions (I0SCO) is developing a
set of guidelines to address a number of specific areas pertaining to
analysts' conflict of interests issue, for example, the practice of
linking analysts® pay to corporate banking revenue.

We are monitoring closely international developments in this regard
and shall continue to review our regulatory regime from time to time
to ensure that it is on par with international standards and best
practices developed by international bodies such as the IOSCO.

Dealers and investment advisers registered with or licensed by the
SFC are required to observe the Code of Conduct and the Internal
Control Guidelines. As part of the SFC's registration requirements,
they are required to act honestly, fairly, and in the best interests of
their clients and the integrity of the market. They are required to
avoid conflict of interests, and to ensure that their clients are fairly
treated. Paragraph 10.1 of the Code of Conduct specifically
provides that "where a registered person has a material interest in a
transaction with or for a client or a relationship which gives rise to
an actual or potential conflict of interest in relation to the transaction,
it should neither advise, nor deal in relation to the transaction unless
it has disclosed that material interest or conflict to the client and has
taken all reasonable steps to ensure fair treatment of the client".

The Internal Control Guidelines further require a firm in the
business of offering investment advice for remuneration to adopt
measures and procedures to ensure that such advice is based on
thorough analysis, taking into account available alternatives, and
that such advice is appropriate for the clients concerned.

The Internal Control Guidelines also require the management of
intermediaries to establish procedures to ensure that its staff's
trading activities are not prejudicial to the interests of its clients.
Staff members are required to disclose to the intermediary, on
joining and regularly afterwards (at least semi-annually), details of
holdings and trading activities in which they have an interest in
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()

relation to specific securities, futures and other investment products
in which the firm deals in or in respect of which the firm acts as an
investment adviser or commodity trading adviser. All transactions
for staff accounts must be separately recorded and closely monitored
by independent senior management.

Contravention of the Code of Conduct and the Internal Control
Guidelines could lead to disciplinary sanctions by the SFC,
including reprimands, and suspension or revocation of licences.
Under the newly enacted Securities and Futures Ordinance, such
sanctions will be broadened to include fines and partial suspension
or revocation of licences.

The SFC conducts inspections on registered intermediaries and
monitors their activities to ensure compliance with regulatory
requirements including the relevant Code and Guidelines mentioned
above. If there are suspected breaches, the SFC will initiate
Inquiries or investigations. If breaches are proven, the SFC will
consider imposing disciplinary sanctions.

Under section 168(2)(f) of the Securities and Futures Ordinance, the
SFC may make rules to require an intermediary, when making any
recommendation concerning any financial product to any client of
the intermediary, to disclose to the client in the specified manner
any interest the intermediary may have in the financial product.
The SFC would monitor international developments and consider
the need to make any further rules in respect of disclosure of interest
by intermediaries.

The SFC has received two complaints about analysts’ possible
conflict of interests over the past two years. One concerned
allegations that a broker had sold specific securities after having
made a "buy" recommendation. The other concerned allegations
that a placing agent had made misleading statements. The
allegations in both cases could not be substantiated.

As mentioned in (b) above, the SFC will continue to conduct its
supervisory work to ensure the fitness and properness of registered
intermediaries.
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Assisting the Visually Impaired to Use MTR Services
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MTR stations with passenger lifts

3 TR T W 010 0 8

Kwun Tong Line &7 /% #

1. Shek Kip Mei H kR
2. Kowloon Tong JLEE b
3. Lok Fu 45
4. Wong Tai Sin = A
5. Diamond Hill # L
6. Choi Hung ¥ Ml
7. Kowloon Bay J1FE &
8. Ngau Tau Kok 4= G A
9. Kwun Tong U
10. Lam Tin BE [

Tsuen Wan Line Z & #

1. Kwai Hing & [l
2. Kwai Fong e
3. Lai King 7=
4. Mei Foo xE 2
5. Prince Edward KT
6. Mong Kok T A
7. Yau Ma Tei vHH ik 3t
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Island Line % £ #&
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3. Causeway Bay ] 5 v
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6. Quarry Bay fifl 7 VR
7. Tai Koo Y
8. Heng Fa Chuen & {EH[
9. Chai Wan LE

Tung Chung Line # jF #%

1. Hong Kong &
2. Kowloon JUHE
3.  Olympic PRl S
4. Tsing Yi HAK
5. Tung Chung HE

Airport Express Line f# 45 [ #%

1. Airport 1 15
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Erection of Noise Barriers to Divide Dual Carriageways
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Uploading Information of Registered Drugs onto Website of Department of
Health
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Selection of Banks to Provide Services to Government
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THE PRESIDENT'S DEPUTY, MRS SELINA CHOW, took the Chair.
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MR ABRAHAM SHEK: Madam Deputy, the first batch of associate degree
students will graduate this summer. By the end of this decade, the number of
associate degree graduates will have soared to more than 30 000 annually — a
target which the Government would have to meet in order to carry out the Chief
Executive's proposal to offer higher education opportunities to 60% of our
youngsters by 2010.
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A rate of 60% is a noble and ambitious target. Therefore, it is only right
that the Government should achieve this goal. At present, only 18% of
youngsters can enter local universities.  Since the Government has no proposal
to increase the first year degree places at universities, the increase in
participation rate will be achieved mainly through the provision of additional
associate degree places. It is, therefore, reasonable to predict that the
development of associate degrees will reshape the landscape of the entire higher
education sector, bringing advances and challenges both qualitatively and
quantitatively.

How will the Government realize this vision into a practical policy? The
Government has yet to give a convincing answer to the public. It has so far
failed to explain how associate degrees would integrate into the current higher
education system, in particular, how this newly emerging qualification will link
to degrees. As a result, the society at large does not fully understand the nature
and meaning of associate degrees and, in particular, their position and role in the
higher education system. There have been no satisfactory answers to some
fundamental questions. For example, is the academic level of associate degrees
equal to that of diplomas? Will associate degree holders be considered on an
equal footing with diploma holders in university admission exercises? What
chances do associate degree graduates have in securing a place in the second year
of degree programmes in universities? How will employers receive associate
degree graduates?

The Government has been slow in establishing a common set of
performance indicators for associate degrees. Without an internationally
comparable benchmark, universities are generally reluctant to recognize the
qualification of associate degrees or to admit associate degree students to their
degree programmes. The situation has been grossly unfair to associate degree
students. They have to pay an enormous school fee, as much as $80,000 for the
two-year course, and in turn, they receive a dubious academic qualification
which fails to help them move up the "progression ladder" in the tertiary sector.
For them, the programme is just a dead end.

So far, the Government has only focused on quantity. It has devoted to
encouraging more education institutions to join as providers of associate degree
programmes. Recently, it went a step further to provide land at $1 for the
building of a new campus exclusively for associate degree courses. But | must
caution the Government that land is not the sole contributor to the success of the
scheme on associate degrees.
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It is disappointing that the Government has failed to relieve the public's
uncertainties in the recent review on higher education in Hong Kong. The
review, conducted by the University Grants Committee, concentrated on funding
strategies for associate degrees. It failed to make any strategic
recommendations to help overcome the difficulties in implementing the associate
degree programmes.

The education sector is particularly disappointed that the review failed to
advise on the development of a common credit transfer system for all associate
degree courses, and a credible quality assurance mechanism to provide a
common, internationally comparable benchmark for associate degrees. The
review also suggested the introduction of a division of labour in the provision of
associate degrees.  Education institutions currently offering degree and
postgraduate studies and researches are not expected to cover associate degrees.
They would become unacceptably large if they did so. The review prefers
specialization, and views that it is not desirable for a tertiary institution to put its
finger in too many pies. However, the current development is quite the
opposite of what the report has suggested. Both old and new universities are
eager to take a larger slice of this expanding and lucrative business. The two
older universities have expanded their respective continuing education divisions,
and expressed interest in building their own teaching buildings for associate
degrees. Again, the Government needs a major rethink of its regulation policy
on the provision of associate degree programmes.

Madam Deputy, | support the broad aims of the associate degree
programmes. It is essential for the higher education sector to grow into a
diversified, multi-channel and multi-layer system. The relevant participation
rates in the higher education sector in Taiwan and Singapore are over 70% and
60% respectively. We need urgently to boost up our participation rate in order
to keep up with our competitors who have already achieved these targets. We
urge the Government to accomplish this reform with both decisiveness and
caution, targeting not only at quantity, but at quality as well.

As regards the amendment proposed by the Honourable CHEUNG Man-
kwong, | cannot see any good reasons why | should not support him, for he asks

the Government to invest more into our future generation.

With these words, | support both the motion and the amendment.
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Mr CHEUNG Man-kwong rose to claim a division.
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Geographical Constituencies and Election Committee:
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 22 were present, seven were in favour of the amendment, 12
against it and three abstained; while among the Members returned by
geographical constituencies through direct elections and by the Election
Committee, 26 were present, 15 were in favour of the amendment, one against it
and nine abstained. Since the question was not agreed by a majority of each of
the two groups of Members present, she therefore declared that the amendment
was negatived.
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POPULATION POLICY
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Adjourned accordingly at a quarter to Ten o*clock.



