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R
TABLING OF PAPERS

THI SRR E (EBEHA) B 21 B QMBI HEERK :
The following papers were laid on the table pursuant to Rule 21(2) of the Rules
of Procedure:

i &g = Bl SCE NN
(2001 I AR S CEET) AT ... ... .. 260/2001
Subsidiary Legislation/Instrument L.N. No.

Attachment of Income Order (Amendment)

Rules 2001........ooeoneoneoaneeeneeneeneeeneeenes 260/2001
5t 32 A
3TH — FHPELREEALES
CERTE B -EEBREREE
Y — GEFAAEEHELREEREREAEEESES
CEEEENA-HE - ¥F—E£=J=f—H
9 — BREELELS
SEEEEAA-HE_FE—F£ A= -HEH
FAYE — FEEBLERELEEABRSE
CEEEENA-HE - FF-E=H=1—H
ALY — PERERAE

2000/01 & 4 #
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Other Papers
No. 37 — Queen Elizabeth Foundation for the Mentally Handicapped
Report and Accounts 2000-2001
No. 38 — Annual Report on The Police Children's Education Trust
and The Police Education and Welfare Trust for the period
1 April 2000 to 31 March 2001
No. 39 — Grantham Scholarships Fund
Annual Report for the year 1 September 2000 to
31 August 2001
No. 40 — The Sir Murray MacLehose Trust Fund
Trustee's Report for the period 1 April 2000 to
31 March 2001
No. 41 — Equal Opportunities Commission

Annual Report 2000/01

B EHMNOREE
ORAL ANSWERS TO QUESTIONS
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Rising Number of Street Sleepers
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MR ABRAHAM SHEK: Madam President, are the government resources
currently allocated for taking care of the mentally handicapped being adequate?
If yes, why are there still 250 people waiting for residential accommodation? If
not, what is the Government going to do; and do the people concerned have to
wait in the next five years?
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SECRETARY FOR HEALTH AND WELFARE: Madam President, as in my
main reply, I said that we are proposing to increase the number of residential
places by 29%. That is because there is a waiting list, and there is a demand for
these residential places. In parallel with the provision of these residential places,
we are also increasing some of the day places, because there is also a need for the
provision of day activities when the mentally handicapped are given
opportunities to be trained and to participate in active social life. In fact, the
number of places in these activity centres is generally quite sufficient to meet the
demand. But we also project that there will be future needs, so we are also
increasing the places of day activity centres. In my main reply, I have also
mentioned that we are increasing the numbers of home-training teams and
home-help teams, because many of the mentally handicapped really should be
better-off at home. In case family members are unable to take care of them, or
do not have the skills to take care of them, these home-training teams will be able
to train and help those members to take care of the mentally handicapped, so that
the latter can remain at home. We also provide home care and home support.
So, in the future, our policy is to encourage the mentally handicapped to remain
in the community rather than in residential settings. It is only when there is a
social need, for instance, when they grow older or they outlive their family
members, and when these elderly mentally handicapped individuals do not have
self-care ability, then they would need residential care. But as far as possible,
we will continue to enhance the community services and increase places in day
activity centres. And I think the community, rather than residential settings, is
the best place for the mentally handicapped.
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IR IRAR T E AR I%E P B =S 4
Suspensions of Airport Express Train Service

10, MR HOWARD YOUNG: Madam President, on 6 November, the Airport
Express train service was suspended for more than three hours due to power
failure, adversely affecting a large number of passengers including some
overseas visitors who had departing flights to catch. In this connection, will the
Government inform this Council whether it knows:

(@) the number of suspension of the Airport Express service since it
came into operation in 1998, and the number of passengers affected
on each occasion;

(b) as a result of the various suspensions of the Airport Express service,
the number of passengers who missed their departing flights and,
among them, the number of overseas visitors, and the number of
departing aircrafts delayed; and

(c) the remedial measures the MTR Corporation Limited (MTRCL) has
Iin place to avoid the recurrence of similar incidents and minimize
the inconvenience caused to passengers?

SECRETARY FOR TRANSPORT: Madam President, according to the
MTRCL, there have been eight incidents resulting in temporary suspension of
the Airport Express since its commissioning in July 1998.

The MTRCL has a comprehensive contingency plan to handle a service
interruption of the Airport Express. Free shuttle buses are provided to take
passengers to and from the airport. The service target of the MTRCL is to
make the free shuttle buses available at affected Airport Express stations within
20 minutes of the service disruption. The MTRCL will also contact the Airport
Authority, the Transport Department and other transport operators immediately
to organize alternative transport arrangements.

Whilst Airport Express passengers were inconvenienced during the eight
incidents mentioned above, emergency shuttle buses organized by the MTRCL
were sufficient to cater for the needs of the affected passengers. The MTRCL
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has not received any reports of aircrafts being delayed as a result of service
disruption of the Airport Express. The Airport Express has carried over 33
million passengers since July 1998. So far, 18 passengers have complained to
the MTRCL for having missed their flights as a result of the service disruption of
the Airport Express during the same period.

The service reliability of the Airport Express has been maintained at very
high standards. Extensive maintenance and detailed operational plans are in
place to ensure that the Airport Express will continue to be operated at high
standards. For every single incident resulting in suspension of service, the
MTRCL conducts detailed investigations and put in place necessary remedial
measures to avoid recurrence of incidents of a similar nature, for example,
revision of operating procedure, improvement of maintenance procedure and
upgrading the durability of train components.

ELBEHEBRXRAZTELABERGE
Plan to Build a Universal Studios Theme Park in Shanghai
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HENREXEATETFRREM
Assistance to Members of Construction Industry in Complying with
Environmental Protection Legislation

122 MR ABRAHAM SHEK: Madam President, will the Government inform
this Council whether:

(@)

(b)

there has been a downward trend in the number of environmental
offences committed by members of the construction industry over the
past three years; and

instead of placing emphasis on the enforcement of environmental
protection legislation, it will give advice and assistance to members
of the construction industry in overcoming the technical and
management problems that have been hindering them from
complying with such legislation; if it will, of the details?

SECRETARY FOR THE ENVIRONMENT AND FOOD: Madam President,

(a)

The total number of convictions related to construction activities
under four environmental ordinances, namely the Air Pollution
Control Ordinance, the Noise Control Ordinance, the Waste
Disposal Ordinance and the Water Pollution Control Ordinance had
been on an upward trend over the past three years. It increased
from 431 in 1998 to 649 and 718 in 1999 and 2000 respectively.
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(b)

The Administration attaches great importance to working in
partnership with the construction industry to promote awareness of
statutory requirements and technical and management practices that
will enable members of the industry to comply with the
requirements. During the past three years, the Environmental
Protection Department (EPD) organized 44 seminars and workshops
that were attended by about 3 700 members of the industry. It also
participated in seminars conducted by organizations representing the
industry.  In addition, the EPD assisted the Hong Kong
Construction Association in drawing up "Reference Guide on
Environmental Legislation Relevant to the Construction Industry in
Hong Kong" which was published in 1999. In May 2001, the EPD
provided the Construction Industry Training Authority with teaching
materials on environmental legislation for the Authority's use in
training construction workers. It is currently exploring a number
of initiatives with the Hong Kong Construction Association to
promote further the environmental awareness of contractors and
construction workers, and to enhance communication between the
EPD and members of the industry so that potential problems related
to compliance with statutory requirements could be discussed and
addressed at an early stage as far as practicable.

EBRKREABASH
Sudden Closure of Private Schools
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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, 25 were present, four were in favour of the motion and 21 against
it; while among the Members returned by geographical constituencies through
direct elections and by the Election Committee, 23 were present, nine were in
favour of the motion and 13 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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REVIEWING THE PAY ADJUSTMENT MECHANISMS OF
STATUTORY BODIES AND THE HONG KONG MONETARY
AUTHORITY
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MR ABRAHAM SHEK: Madam Deputy, some members of our community
consider that the pay packages enjoyed by the senior executives of statutory
bodies are far too generous and not in the best interests of the public, particularly
in the present economic hard time. They wonder why there is a substantial
difference between the salaries of top executives of these public bodies and those
of the Government. Both the public bodies and the Government serve the
public. Why should there be such a difference?
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The Government is adamant that these public organizations should remain
independent in making their pay adjustments and not be subject to any external
interventions. The Chief Secretary has clearly said that "it is neither desirable
nor practicable to put in place a set of uniform criteria for the remuneration of
senior management staff in these organizations".

One strong argument against government intervention is that public
bodies' remuneration should be in line with the respective markets in which these
organizations compete for human resources, or such organizations will not be
able to attract and retain staff with the appropriate calibre, experience and
expertise. These organizations are entitled to such independence as they are
separated from the Government and they run on commercial principles.

However, while private enterprises have a flexible pay adjustment
mechanism which readily responds to ups and downs in the market, such
flexibility is absent in the public organizations' pay adjustment mechanism.
The difference is obvious when the economy is in the downturn. In many
private enterprises, remuneration is linked to performance and paid in the form
of salary and company shares, which are subject to market fluctuations.
Remuneration in public organizations, in contrast, remains stable as there is no
effective mechanism for downward adjustments. Such inflexibility is not in line
with the public organizations' objective to stay cost-effective and be competitive
in the market.

Besides, the pressure to compete for talents with private enterprises is
substantially relieved by a steady supply of good and veteran ex-government
officials over the years to these types of organizations. To name a few, Mr
YEUNG Kai-yin, Mr James BLAKE, Mr Rafael HUI, Mr Billy LAM and
others.

Madam Deputy, I believe that during the present economic downturn,
there is plenty of room for downward adjustment of the remuneration of Chief
Executive Officers in statutory bodies. The presence of such a system is
important in bringing these senior executives' pay level in line with the market
trend. Also, it is time for statutory bodies to review the pay scale for senior
executives and consider whether they should draw reference from the pay
mechanism of civil servants.
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Another focus of today's motion is how to enhance the transparency and
accountability of statutory organizations. Some of our colleagues have raised
concern over the effectiveness of appointing Policy Secretaries or directors to the
managing boards of statutory bodies. I believe that it is important to have
relevant senior government officials sitting in the managing boards. They play
a monitoring role and act as a bridge of communication to facilitate useful
exchange of views between the Government and these organizations. They also
ensure that major policies of these organizations are in line with government
policies and public interest. Their continuous presence in the managing boards
is necessary and beneficial to the public.

To improve the quality of supervision, the relevant Policy Secretaries
should be more alert to board proposals which may be potentially controversial
or are of great importance to public interest. The Secretaries may consider
giving special briefings to this Council and collecting public opinions in the
process of policy formation.

Regarding item (c) of the Honourable Albert HO's motion on the role of
the Director of Audit, I take a different view. I am of the opinion that the
Director of Audit, as the government's auditor, should not act as the auditor for
these organizations. His involvement would affect the international credit
ratings of these organizations and would result in high borrowing costs.
However, I agree with the Honourable Eric LI's proposal that the Director of
Audit could carry out "value for money audits" on behalf of the Government.

Under government encouragement, these organizations have already
adopted various measures to enhance their transparency and accountability.
These measures include holding press conferences, producing regular reports on
their work, making relevant documents and papers of the meetings available for
public inspection, uploading onto the Internet the relevant information, giving
briefings to this Council and opening up meetings to the public. All these are
good measures and on this basis, public organizations should continue to enhance
their accountability.

The public is increasingly demanding greater accountability and
transparency of the statutory bodies. These bodies should ensure that every

dollar they spend is both justifiable and necessary.

Thank you.
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DR RAYMOND HO: Madam Deputy, we learnt the criteria adopted by some of
the statutory bodies for determining and adjusting the remuneration of their
senior executives from a written reply by the Chief Secretary for Administration,
Mr Donald TSANG, in response to a question raised by one of our colleagues in
this Council last week. Information on the total remuneration of senior
management staff of these organizations is also included in the written reply.
Actual remuneration of individual senior management staff has not been
disclosed as the information 1is considered commercially sensitive.
Nevertheless, we can make some guesses here by doing some simple calculations.
The salaries of these senior executives range from $3 million to $9 million a
year.

It is difficult to tell whether they are on the high side, particularly when
they are supposed to be at least as competitive to those offered in the private
sector. The only thing we know about remuneration of senior executives in the
private sector is that the information is also considered commercially sensitive.
All I can say is that the pay and fringe benefits of senior executives in most of the
statutory bodies are more competitive than the packages offered to their
counterparts in the Government. Although members of the public and
Members of this Council appreciate the sensitive nature of information relating
to the pay of senior executives, many of us are more concerned about the lack of
transparency in the existing pay adjustment mechanisms of these statutory
bodies.

While the Government is talking about increasing its transparency and
enhancing its accountability, the public bodies should follow its cue to do the
same. Every step should be taken by them to clear up the suspicion on the part
of the public that remuneration of senior executives of the statutory bodies are set
by a closed shop of senior government Policy Secretaries and their retired
mentors taking up positions in these bodies. A pay and fringe benefits
adjustment mechanism, therefore, has to be put in place.
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On the other hand, the Government should strengthen the monitoring role
of the boards of management of these organizations. The Policy Secretaries
appointed to these boards must, therefore, play an active part in it. Funded by
public monies, these statutory bodies should be subject to the scrutiny of the
Director of Audit. The exercise will assure the public that the operations of
these bodies are in line with the requirement of "value for money".

To enhance the accountability and increase the transparency of these
statutory bodies, the Legislative Council should also be given a stronger
monitoring role. The chairpersons and chief executive officers of the statutory
bodies should at least attend the Legislative Council committee and
subcommittee meetings and answer questions from Members if it is deemed
necessary.

Madam Deputy, the statutory bodies, being financed by public funds,
should be accountable to the public and be, therefore, subject to the scrutiny of
the public. I so submit.
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CHIEF SECRETARY FOR ADMINISTRATION: Madam President, I am
most grateful for Honourable Members' views and comments on today's motion.
I have sensed the strength of Members' feelings.

There are over 200 statutory bodies in Hong Kong. Each of these bodies
is set up with its own unique purpose, and most of them operate with some forms
of government funding. Some of them are required to work on prudent
commercial principles. Others are run as government subvented bodies. Yet
others are incorporated by statute to provide charitable services. There are also
a large number of statutory boards that deal with appeals under different
ordinances.

Indeed, it is a distinctive feature of the Hong Kong system of governance
that we encompass such a vast number and wide range of statutory bodies.
They are detached from the government structure and machinery, and are given
the autonomy that they need to operate, many of them in a business environment.
In the light of their very different functions, nature of work and funding
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arrangements, each statutory body has its own governing board, terms of
reference and modus operandi, as defined under its governing statute. The
system of governance of each statutory body had been carefully scrutinized by
this Council before its governing statute was enacted by this Council.

The Honourable Albert HO named six organizations in his motion.
These six alone suffice to demonstrate the very diverse nature of the roles and
functions of our statutory bodies. The Kowloon-Canton Railway Corporation
(KCRC) is a publicly owned corporation. Like the Airport Authority (AA), the
KCRC is required by law to operate on prudent commercial principles.
Similarly, the Urban Renewal Authority (URA) is to operate along commercial
lines. The Hong Kong Housing Society (HS), however, is entirely different.
It was founded as an unincorporated charity. Although it is now incorporated,
it is a non-profit making private organization with a social mission and still
enjoys charitable status. The Mandatory Provident Fund Schemes Authority
(MPFA) and the Hong Kong Monetary Authority (HKMA) are also different.
While both are regulators, the former has an independent corporate status, and
the latter is a legal person appointed by the Financial Secretary and works as an
agency of the Government.

The amendment moved by the Honourable CHEUNG Man-kwong covers
a much wider field. For the reasons that I have just stated, it will be very
difficult, if not impossible, to deal with all 200-odd statutory bodies coherently in
one open debate. I shall, therefore, use the six singled out in the original
motion to illustrate how statutory bodies are made accountable for their
operations.

There are, of course, standard procedures in place to hold these statutory
bodies accountable. They include:

(a) specific legal provisions governing their operations and ensuring
their compliance;

(b) government representatives sitting on their management boards;

(c) the requirement to submit regular reports to the Government or, in
the case of the HS, to its governing body; and
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(d) the requirement to submit audited annual accounts to the
Government and to have them tabled in the Legislative Council and
make them available for public inspection.

Let me now turn to the subject of this debate, that is the pay adjustment
mechanisms of these bodies, and the measures proposed by Mr Albert HO and
other Members to improve the ways these bodies use public funds and to enhance
their accountability.

All the six statutory bodies mentioned in the original motion have either an
ex-officio chairman or senior officials sitting on their management boards.
These government representatives are not confined to Bureau Secretaries.
Public officers sitting on the management boards work with their non-
government counterparts to closely monitor the operation and the decision-
making process of these bodies. Official board members offer advice from the
Government's policy perspectives as well as on public aspirations. Their input
enables the statutory bodies to give due regard to the wide public interests in
pursuit of their organizational goals.

The appointment of public officers to the management boards aside, the
Government also appoints the head of the executive team of most of these bodies.
For example, the Managing Directors of the MPFA and the URA, and the
Chairman-cum-Chief Executive of the KCRC are appointed by the Chief
Executive of the Hong Kong Special Administrative Region (SAR); the Chief
Executive of the HKMA is appointed by the Financial Secretary; the Chief
Executive Officer of the AA is appointed with the approval of the Chief
Executive. As regards the HA, which is a private charity as distinctly different
from the other five public bodies, the Executive Director is appointed by the
Executive Committee of the HS of which the Secretary for Housing is a member.
We have been generally content with the existing arrangements, which strive to
exercise a level of monitoring commensurate with the high degree of autonomy
conferred in statute upon these bodies, for the discharge of the executive
functions vested in them. What is perhaps more important is that the total
packages of remuneration of the Managing Directors of the MPFA and the URA,
the Chief Executive Officer of the AA and the Chief Executives of the KCRC
and the HKMA are broadly consistent with the prevailing market rates for their
counterparts in the private sector. More specifically, for example, we should
ask ourselves whether the Chief Executive of the KCRC is being paid more,
more than the chief executive of a large commercial public transport operator in
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Hong Kong, or whether the Chief Executive of the HKMA is being paid more,
more than the chief executive of a reasonably-sized bank in Hong Kong. The
answer is that they are not.

Mr Albert HO suggests that the Government should consider drawing
reference from the pay adjustment mechanism of the Civil Service and devise for
these bodies a system which is clear, transparent and acceptable to the public.
For organizations which receive recurrent subvention from public funds, the
Government's policy is that, as a general rule, the terms and conditions of
service of the staff concerned should not be better than those provided by the
Government to comparable grades in the Civil Service. Pay adjustments of
these subvented bodies follow primarily those of the Civil Service.

As to the statutory bodies, as I have stated in my reply to the Honourable
LAU Chin-shek's question last week, the remuneration for staff in these
organizations is set to reflect the different management structures in these
organizations, the level of responsibilities, and the respective areas of expertise
and experience required. In overall terms, the remuneration and its adjustments
should be in line with the respective markets in which these organizations
compete for human resources. The remuneration should be able to attract and
retain staff with the appropriate calibre, experience and expertise. Just as the
remuneration policy of these bodies cannot be compared with that of the Civil
Service, neither is the pay adjustment mechanism of the Civil Service an
appropriate reference point for them to draw on.

Nevertheless, these organizations do conduct regular remuneration
surveys of their respective markets in which they compete for human resources.
The remuneration packages for senior management staff are determined having
regard to the prevailing market trends. The underlying philosophy is that they
must be able to attract and retain staff with the appropriate experience and
expertise to operate in their respective markets. In addition, general
information on the remuneration of senior management staff will continue to be
disclosed in the respective annual reports of these organizations.

Regarding the proposal to subject these bodies to the scrutiny of the
Director of Audit, let me first recapitulate for Members the guidelines on the
scope of the Director of Audit's value for money studies, as agreed among the
Public Accounts Committee, the Audit Commission and the Administration.
According to the guidelines, organizations subject to such studies should include:
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(a) any person, body corporate or other body whose accounts the
Director of Audit is empowered under any ordinance to audit;

(b) any organization which receives more than half of its income from
public monies; and

(c) any organization the accounts and records of which the Director is
authorized in writing by the Chief Executive to audit in the public
interest under section 15 of the Audit Ordinance.

In accordance with these guidelines, many of the statutory bodies are
already subject to the Director of Audit's scrutiny. The HKMA is an example.
The Chief Executive has also appointed the Director of Audit as the external
auditor of the HKMA to scrutinize the accounts of all transactions of the
Exchange Fund.

For the KCRC and the AA, the Government does not fund their operations
and they are required by law to operate according to prudent commercial
principles. Generally speaking, their recurrent revenues come from the charges
and fares paid by their customers and not from the public purse. Like the
commercial entities, they are required to generate sufficient income to meet their
operating expenses. They are required to repay debts and to provide reasonable
returns. Although they received capital injections from the Government when
they were set up to cover part of the non-recurrent expenses, they also have to
raise considerable amounts of funds from local and international capital markets
to pay for their major expenditures in this regard. Therefore, these bodies need
to establish a good reputation amongst the financial community and international
credit rating organizations. They need to operate with a high degree of
financial autonomy and commercial sensitivity in order to achieve this objective.
If we stipulate that the general management of these organizations should be
monitored by the Director of Audit through value for money studies which will
be eventually open to the public and subject to political debate, that will be a
departure from that objective. Some Members might not agree to this argument,
but we know that prudent bankers — none are present at this moment — and
financial syndicates hold the same view.
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The URA is required to operate along commercial lines and is expected to
be self-financing in the long run. Similarly, the MPFA, apart from a capital
injection from the Government upon its establishment, does not receive any
recurrent funding from the public purse. As for the HS, the Government would
grant land at concessionary premium or low interest loans only for certain
subsidized specific housing projects. It does not receive recurrent subsidy from
the Government. These organizations are, therefore, not subject to the scrutiny
of the Director of Audit.

Notwithstanding the above, they have all set up their own internal audit
mechanisms to ensure the proper use of resources. They are also required to
appoint independent external auditors. The audited financial statements,
together with the auditors' reports, are either tabled in this Council or published
and made available to the public. Through these measures, we believe that
these safeguards are comparable to any prudently managed, publicly listed
commercial entities. They should ensure that the bodies concerned utilize their
resources properly.

Although statutory bodies are entrusted with certain executive powers,
policy responsibility remains firmly with the relevant Policy Bureaux.
Statutory bodies performing public functions are held accountable, through the
Bureau Secretaries, to the Legislative Council in respect of their operations,
services and efficiency. Policy Secretaries report to this Council regularly on
the affairs of these bodies, and answer questions raised by Members. My
attendance this evening in response to Mr Albert HO's motion and other
Members' views is testimony to this system of accountability.

That aside, senior management staff of these bodies often attend meetings
of Panels of this Council on request to brief Members on subjects of interest or
public concern. A number of them submit their audited reports to this Council
through the Administration. This interface with the Legislative Council has
worked well and will continue. In addition, these bodies have also taken steps
to enhance the transparency of their operations. They include publishing annual
reports, setting performance pledges and targets, issuing press releases on their
major decisions, maintaining updated websites and publishing information on
their activities on a regular basis.
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Madam President, the some 200 statutory bodies that we now have were
established at different points in time under different sets of circumstances. The
governance of these bodies, the functions and responsibilities of their senior
management and their overall systems of accountability are set out in the relevant
ordinances to reflect their unique circumstances. Given the diverse nature of
their functions, it would be neither practicable nor desirable to attempt to
mandate one size fits all, government salaries for all or one framework for all the
different practices and arrangements as regards pay adjustment mechanisms and
system of accountability. The current checks and balances built into the system
have, on the whole, worked well. But no system is perfect, and we must also
move with times. My colleagues and I have listened very carefully to
Members' views. We will mull over them, and we will search for sensible
improvements. Meanwhile, the Administration's representatives sitting on the
statutory bodies, particularly those operating on prudent commercial principles,
will exercise their highest vigilance over any decision relating to the
remuneration of these bodies' senior executives. Thank you.
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Council then resumed.
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REVIEWING THE GOVERNMENT'S TENDERING SYSTEM

MR ABRAHAM SHEK: Madam President, I move that the motion, as printed
on the Agenda, be passed.

Between 1999 and 2000, there was a spate of public housing and sewage
disposal projects which were shoddily constructed. These projects have
seriously weakened public confidence in public works. Both the public and the
professionals have pointed out that apart from inadequate supervision and a
subcontracting practice, a tendering system which gave undue emphasis on price
is a major cause to the problem.
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The objective of the current tendering system is to be open, fair and to get
the best value for money. But in actual practice, contracts are commonly
awarded to the lowest bidders. Cut-throat competition among contractors,
eager to secure a tender, has resulted in their offering extremely low bids,
causing a serious decrease in their profit margins and often losses, too. Quality
of work has suffered in the process. In a worse case scenario, irreversible
damage has occurred. A recent case of substandard work in a Sha Tin public
housing project has led to the demolition of two fully-built housing blocks.

Under enormous public pressure, the Hong Kong Housing Authority (HA),
in late 2000, reviewed and revised its tendering system for its building and
consultancy projects. For selection of consultants, the split between the
technical and fee scores was revised from 50:50 to 70:30, and for projects
demanding a high degree of creativity in design, the split was revised from 70:30
to 80:20.

On the selection of contractors, the HA agreed to exclude exceptionally
low bids on the ground that the tenderer's ability to deliver might be doubtful.
But the HA did not make any attempt to revise its marking scheme in which a
80:20 score weighting between the price and quality is currently used. While
admitting that irrational price bidding might occur with the current weighting
system, the HA insists that the weighting system can still recognize the capability
of building contractors.

The head of the Housing Department, Mr Tony MILLER, has recently
openly admitted that a substantial majority (up to 98%) of public housing
contracts were awarded to the lowest bidders. This has convinced the public
that a lot more need to be done to improve the evaluation of bids for public
housing projects.

In the case of public works contracts, except for high value, complex
projects, tenderers with the lowest bid will usually be selected, provided they
fulfill all other prequalification requirements of relevant technical competence
and financial capability. Under such a system, it is also possible for eager
tenderers to submit extremely low bids which fail to make adequate provisions to
meet all statutory and tender requirements.
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On occasions where quality is of paramount importance and must be taken
into account in the tender evaluation (for example, works contracts for high
value or prestigious projects, or works which are technically complex and
sensitive, are subject to very tight schedules), a separate marking scheme which
gives weight to both quality of contractor and price is introduced. However,
price is still given a weighting of 80% while quality is only given a weighting of
20% in the bid evaluation.

In evaluation of bids for public works consultancies, quality is the prime
criterion. In a "two-enveloped system", the selection of consultants is
determined on the basis of assessment of technical merit combined with cost.
Weightings between technical and price will be appropriately adjusted on an
individual basis according to the level of technical input. Normally, weightings
for:

(a) multidisciplinary projects that require special emphasis on technical
input are 80% technical: 20% price; and

(b)  technically straightforward consultancies are 60% technical: 40%
price.

Consultancies will be awarded to tenderers with the highest total scores.
It is considered that the consultants' technical capabilities can be better reflected
in the above-mentioned marking system. However, there are still inadequacies
in such a tender evaluation system. For example, in one case as earlier pointed
out by the Honourable LAU Ping-cheung, an established consulting company
offered an unprecedented $1 bid and successfully won a contract to study the
development potential of a Tung Chung site. This could be an extreme case,
but the Government should increase communication with tenderers and seek
clarification from those who offer substantially underpriced bids. Without any
acceptable explanation, the Government might consider following the HA's
practice of excluding unrealistic low bids.

Currently, past performance of consultants and contractors is not given
any weight in bid evaluation. Past performance records are only considered in
the initial shortlisting stage to select qualified candidates to submit a bid. In
other words, consultants or contractors with outstanding past performance do not
enjoy any advantage in the bidding process. Under such an arrangement, there
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is no incentive for the consultants or contractors to perform better than the
prequalification requirements. In the long term, this would not help to upgrade
the professional standard of the industry.

To correct this unhealthy situation, an apparent solution is to introduce or
increase the weightings of a quality score in the assessment of a bid. Under a
quality-led procurement strategy, appropriate weightings should be given to
quality attributes, including design and technical capabilities, site safety records
and environmental performance, past performance and so on.

A procurement department of a government agency has adopted a new
strategy in the tender selection exercise. In early 2001, the Government
Property Agency (GPA) awarded three property management services contracts
on the basis of a new marking scheme which gave a weighting of 70% on quality
and 30% on price. Before that, only 30% weighting was assigned to the quality
score. I highly appreciate the GPA's effort to address the public's concern to
quality. Other procurement departments in the Government should consider
seriously adopting the GPA's new approach in their marking schemes.

I consider it crucial for procurement departments to increase transparency
of tender evaluation. Tenderers who lose a contract should know why they
failed to win the contract. The Government might consider debriefing the
consultants and contractors concerned to improve their competitive performance
in future procurement exercises.

The Government might also consider introducing into the assessment
"design and build" approach for general contracts. This practice has already
been introduced in selected public works contracts and selected public housing
projects.

Early this year, Mr Henry TANG, in his report on the construction
industry, has addressed various problems relating to the existing tendering
system. Since the problems are serious and must be coped with urgently, I urge
the Provisional Construction Industry Co-ordinating Board (which is also chaired
by Mr TANG) to set up a task force to work out an action plan to implement the
recommendations in the report and submit regular progress reports to this
Council.
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The Government has repeatedly stressed that all procurement departments
should adopt the spirit of giving appropriate weightings to quality in bid
evaluation. But clearly, there is discrepancy between the spirit and actual
implementation. The lowest bid approach, although straightforward and
objective, does not always deliver a high quality product. Quality tends to
suffer when money is tight.

With these remarks, Madam President, I beg to move. And I hope that
my colleagues will support me. Thank you.

ARREEBDENBENT

"That, in view of the repeated occurrence of substandard construction in
public works, this Council urges the Government to review and improve the
tendering system for all its contracts, especially the lowest-bid selection
criterion, thereby ensuring government contractors' quality of work."
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EFE OEHEE  FBIRESERKEHR 695 35 W

MR ABRAHAM SHEK: Madam President, I thank Honourable Members for
speaking tonight in support of my motion. I would also like to thank the
Secretary for speaking on behalf of the Government in regard to the tendering
recommendations for the future. I hope that he has listened to what Members
said tonight, taken note of the recommendations that Members have made and
would review the tendering system for the future.

Madam President, I hope that Members will give me support tonight.
Thank you.

glll\
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NEXT MEETING
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Adjourned accordingly at one minute to Ten o'clock.
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Annex |
WRITTEN ANSWER

Written answer by the Secretary for Health and Welfare to Miss LI Fung-
ying's supplementary question to Question 1

Of the 83 street sleepers concerned, 19 are engaged in restaurant work, 16 in
cleansing work, 15 work as security guards, while eight are engaged in clerical
work. The remaining 25 works as couriers, factory workers, transportation
workers, and so on. As regards their income levels, two earn less than $2,000
per month, 15 between $2,000 and $4,000, 54 between $4,000 and $8,000, eight
between $8,000 and $10,000 while four have monthly earnings in excess of
$10,000.
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Annex |1
WRITTEN ANSWER

Written answer by the Secretary for Security to Mrs Selina CHOW's
supplementary question to Question 4

The question concerns how much time is saved for the relevant scholars and
organizations after the new procedures to facilitate mainland scholars to come to
undertake short-term academic research or giving lectures in Hong Kong took
effect on 1 November 2001. Since the circumstances of each application are
different, we can only provide a general account of experience for reference. In
the past, when mainland scholars applied for exit endorsements from the Hong
Kong and Macao Affairs Office of the State Council or the Foreign Affairs
Offices located in provinces/cities, the relevant applications usually reached the
Immigration Department (ImmD) in two to six weeks after the sponsoring local
organizations issued the invitation letters. The ImmD would take three working
days to process the applications. Since implementation of the new procedures
on 1 November 2001, these applications in general reach the ImmD in one to two
weeks' time after issue of invitation letters, as authorized Foreign Affairs Offices
can send the applications directly to the ImmD by facsimile. The ImmD can
complete processing in three working days. However, in case of genuine needs,
the ImmD can expedite the process and complete the vetting within 24 hours.



g — 2000 128 12 8
LEGISLATIVE COUNCIL — 12 December 2001 161

B 4 111
EEEE
RERRRMEAERBEHNFENRENNHERERNRFEREE

AR EIENFRFHREINME  ARBEHR ( "ARRE" ) FHAMES
BRI MPT R EHEE T5EHFE0BEMMEE > FE AN
BmER  AFHEACNTEES  EEBTEZWCROAET > MEGER
RGBS g A B e - 78 2000 FF & 2001 4F 1 £ 11 AW > A 55 A iR 3 Y
AREBEFZMTEGER > Kin=HEd -



g — 2000 128 12 8
162 LEGISLATIVE COUNCIL — 12 December 2001

Annex 111
WRITTEN ANSWER

Written answer by the Secretary for Security to Mr Ambrose LAU's
supplementary question to Question 4

The question concerns the number of applications which were not approved.
Members may wish to note that in the process of vetting applications from
mainland scholars to undertake short-term academic research or giving lectures
in Hong Kong, the Immigration Department (ImmD) will take into account
whether the application is academic in nature, the applicant's academic
qualifications the nature of the sponsoring organization and so on. Having
regard to the objective of encouraging academic exchange between the Mainland
and Hong Kong, all applications meeting the criteria will be approved. In 2000
and 2001 (January to November), all applications processed by the ImmD met
the criteria. As a result, they were all approved.



