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mEBBEMER

Selection of Tenants of Cyberport

1. MR ABRAHAM SHEK: Madam President, when the Cyberport project
was announced in early 1999, the Administration claimed that the project aimed
"to create a cluster of leading information technology (IT) and services
companies and a critical mass of professional talents in Hong Kong in the
shortest possible time". Also, it was reported in November 2001 that the
Government now aims to fill the Cyberport with a balanced mix of large and
medium-sized, local and international IT firms. In this connection, will the
Administration inform this Council of:

(a) the measures in place to ensure that the tenant selection process is
open and transparent;

(b)  the measures to ensure that the selected tenants are indeed leading
companies committed to developing new and leading-edge
applications of IT; and

(c) the respective up-to-date numbers of tenancy applications made by
large, medium-sized, local and international companies?

SECRETARY FOR INFORMATION TECHNOLOGY AND
BROADCASTING: Madam President,

(@) Companies interested in becoming Cyberport office tenants are
required to submit formal applications on the basis of a standard
application form. This application form and its accompanying
guide to applicants, which were promulgated in April this year, have
been widely distributed to local and overseas IT companies. An
electronic version is also readily available at our websites.

Each of the applications is put to the Committee on Admission of
Cyberport Office Tenants (CACOT) for consideration. This
Committee comprises seven core members, including a local
member who 1is Professor Charles KAQO; three international
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(b)

(©)

members who are Dr Jeremy FAIRBROTHER from Cambridge
University, Professor John O'CALLAGHAN from Australian
National University and Professor Victor ZUE from Massachusetts
Institute of Technology; and three technical members who are the
Director-General of Telecommunications, Director of Information
Technology Services and Director of Lands.

We have promised the applicants that the information provided in
connection with their applications will be treated in the strictest
confidence by us and used only for the processing of the applications.
We will, therefore, not discuss individual applications publicly.
However, the mechanism for selecting the Cyberport office tenants
has been widely publicized, both locally and overseas. We have
presented the mechanism to the Information Infrastructure Advisory
Committee which comprises members from the academia, IT
industry and other business sectors. We have also made various
presentations to the IT companies and IT associations. The
mechanism is generally accepted to be open and transparent.

A company applying for office space at the Cyberport needs to
provide sufficient information to satisfy the CACOT that its
Cyberport operation will fit in with the Cyberport which, as stated
in the guide to applicants, is a technology-themed project with its
focus on IT, information services, multimedia content creation and
related sectors. With this in mind, our seven core CACOT
members consider each of the applications on its own merits.

The Cyberport will open in phases between early-2002 and end-
2003 to provide altogether about 110 000 sq m of office space to
accommodate over 100 companies. We have so far received 72
applications from companies interested to move into the various
phases of the Cyberport development.

We have made it clear in our guide to applicants that companies of
varying sizes and at different stages of development are welcome,
subject to their Cyberport operations fitting in with the profile of the
Cyberport project as I have just referred to in part (b) of my reply.
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It would not be particularly meaningful to classify the 72 applicant
companies into large or medium-sized companies. Even if we
were to make such an attempt, the results could well be misleading,
bearing in mind that the size of an applicant company itself could
well be different from the scale of its Cyberport operation. For
example, a large company which applies for a modest office space at
the Cyberport could be wrongly classified as a small-sized company
if we were to take into account only the scale of its Cyberport
operation.

MR ABRAHAM SHEK: Madam President, I would like to ask the Secretary
how many of these 72 applicant companies are existing Hong Kong companies
and how many are new companies attracted from overseas?

SECRETARY FOR INFORMATION TECHNOLOGY AND
BROADCASTING: Madam President, we do not have a breakdown in respect
of where these companies come from or whether they are already operating in
Hong Kong. The important point is that we want to attract companies of
different sizes and at different stages of development to operate in the Cyberport,
as long as they fit in with the theme of our Cyberport project.
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Measures to Control the Spread of Legionnaires' Disease
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(@)
(b)

(c)

(d)

the number of optometrists currently employed by the HA;

the average and the longest waiting time for first appointments for
optometry service in the HA clinics; whether the HA plans to recruit
more optometrists so as to shorten the waiting time; if it has no such
plans, of the reasons for that;

whether the HA plans to review the scope of duties of optometrists
with a view to better utilizing its human resources; and

the rationale for the starting and maximum salary points of the
optometrists grade, which has an academic entry requirement of a
Jour-year degree, being set at a lower level than those of some other
allied health grades which require a three-year degree only, whether
the HA plans to review the salary scale for optometrists with a view
fo setting it on a par with other grades with comparable academic
entry requirements, if it has such plans, of the review timetable; if
not, the reasons for that?

SECRETARY FOR HEALTH AND WELFARE: Madam President,

(a)
(b)

The HA currently employs 26 optometrists.

Optometric service is provided as part of the integrated ophthalmic
service in the HA's Eye Clinics. If necessary, referrals will be
made by ophthalmologists for patients to receive optometric service
after initial consultation. The current actual median waiting time
for first appointment of ophthalmic specialist outpatient services is
about two weeks. The HA's information system does not capture
the waiting time for internal referrals among individual services
within a specialty. The current manpower provision of
optometrists is sufficient to meet service demand.

Taking into account the current development in the provision of
services in various allied health professions and to further enhance
the efficiency in service delivery, the HA is currently reviewing the
roles and responsibilities of allied health professionals (including the
optometrists) as part of its overall review of allied health
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professionals in the ophthalmic service. The review will, among
others, identify opportunities for further enhancement in the
contributions of optometrists to the HA's integrated eye service.

(d) Differences in the starting and maximum salary points between the
optometrist grade and other allied health grades can be attributed to
the job requirements (such as job nature, entry qualification and
working environment) and recruitment difficulties of the respective
grades at the time of setting up these grades. The HA is
conducting a review on allied health professionals in the ophthalmic
service, and will look into the remuneration and entry qualification
of allied health professions in 2002-03.
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(2001 FERBERIEBEFAER)
ADAPTATION OF LAWS BILL 2001

(2001 SFh#E (257) EBHIER)
COPYRIGHT (AMENDMENT) BILL 2001

E: (2001 FEEEE/LE R EZ)
(2001 & hbE (EBRT) BROIEZ)

EOEFE i 3 IR (#FHA) F 53 1FF ()L HIHE » =i L FF
-

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

Ilﬁ FUFEE HREGAFAREARF AN ETREN RREEMATETE -
FEkH R AEEETT -

T 4K 25 43
4.25pm

g Ry -
Meeting suspended.

T 4 I 30 43
4.30pm

E n?*xi IKJ\_ ﬁﬁ [&
Council then resumed.

EEE
Second Reading of Bills
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(2001 FEREBEREBEFAER)
ADAPTATION OF LAWS BILL 2001

CHIEF SECRETARY FOR ADMINISTRTION: Madam President, I
apologize for not being able to rise promptly on instruction. I was seriously
engaged in or overwhelmed by some very serious discussions with Honourable
Members. Do pardon me.

I move that the Adaptation of Laws Bill 2001 be read the Second time.

The Bill seeks to make certain amendments to terminology in the
Prevention of Bribery Ordinance and the Independent Commission Against
Corruption Ordinance, and a number of consequential amendments to other
ordinances.

Schedule 8 of the Interpretation and General Clauses Ordinance sets out
the principles for interpreting laws in force prior to 1 July 1997. This
highlights the need to enact the Adaptation of Laws Bill 2001 to amend the terms
used in the Independent Commission Against Corruption Ordinance and other
related ordinances.

The Bill, when passed into law, shall take effect retrospectively, as from
the date of the establishment of the Hong Kong Special Administrative Region
(SAR). This does not contravene Article 12 of the Hong Kong Bill of Rights as
set out in the Hong Kong Bill of Rights Ordinance.

Madam President, this Bill is necessary in bringing the relevant ordinances
into conformity with the Basic Law and with Hong Kong's status as a SAR. It
also obviates the need to make complicated cross-references to the Hong Kong
Reunification Ordinance and the Interpretation and General Clauses Ordinance.
I commend it to the Legislative Council for early passage into law.

FE BREEOSMEEOAFRZEES (2001 FiEEEEAE QG EZE)
FLL T o
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COPYRIGHT (AMENDMENT) BILL 2001
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FE BEREEASMEENGEAHEAEAS @ (2001 FirE (BE]) BRAEZEK)
FLLZE o

\

ERAm IR > MEMNERAKBHABEZ A G REHE -

IREBEE_BRES
Resumption of Second Reading Debate on Bill

R AGRAAERE (2001 FIERKE LR (BE]) BREIERE) 8 Z# W -

(2000 FhE#HR AT (B5]) RAEE)
KOWLOON-CANTON RAILWAY CORPORATION (AMENDMENT)
BILL 2001

RERHENR 2000 F 10 B 3 HENBENEAEE _BEE
Resumption of debate on Second Reading which was moved on 31 October
2001

IE EHRLLBASEAFZEGNERARERERRT RGN ESEAS
BE -

MS MIRIAM LAU: Madam President, as Chairman of the Bills Committee on
Kowloon-Canton Railway Corporation (Amendment) Bill 2001 (the Bill), I wish
to report on the work of the Bills Committee.

The Bill seeks to separate the duties and functions of the Chairman and the
Chief Executive of the Kowloon-Canton Railway Corporation (KCRC) by
creating the office of the Chief Executive Officer (CEO) in the KCRC.

The Bills Committee has held a total of four meetings to discuss the Bill.

We understand that the proposed change has the full support of the KCRC
Board and the executives of the KCRC.
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We recognize that the intention of separating the functions and duties of
the Chairman and the CEO is to put in place an effective governance structure to
ensure transparency, accountability and responsibility. With the expansion of
the railway programme, there is a growing need to separate the strategic
planning function and day-to-day management responsibility of the KCRC. By
strengthening the independence of the KCRC Board and providing clear
guidelines of reporting, there would be improved checks and balances over
senior management.

In the course of scrutiny of the Bill, we have examined the benefits and
changes to be brought about by the proposed separation of the functions and
duties of the Chairman and the CEO. We have particularly focused on whether
and how the new structure would address the wide public concern over the lack
of checking of expenses on fringe benefits for senior staff of the KCRC as well as
its decision to dispense with an open tendering system in the development of the
northern part of the KCRC Hung Hom Station.

We agree that with the ongoing expansion of railway network and service,
there is a need to further strengthen the corporate governance structure of the
KCRC to ensure that both strategic planning and day-to-day management receive
the undivided attention that they deserve. Upon the separation of the functions
and duties of the Chairman and the CEO, the supervision of the wide range of
tasks facing the KCRC will be more effective. The Chairman, separate from
the executives, will strengthen the independence of the Board and hence its
ability to discharge its supervisory functions. The CEO can devote full
attention to the day-to-day management of the railway operation and
implementation of committed railway projects. The proposed separation is also
in line with the universal trend in good corporate governance.

We have examined the demarcation of responsibilities between the
Chairman and the CEO and whether there is a need to define the duties and
functions of the Chairman and the CEO in the Bill. We accept the
Administration's view that it might not be appropriate to set out in the Bill the
duties and functions of the Chairman and the CEO so as to retain the flexibility to
determine and fine-tune the relationship between the Board (led by the Chairman)
and the executives (led by the CEO) to suit the changing operational needs and
corporate governance practices.
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In view of the heavy responsibilities of the Board, we have examined
whether it is viable for a part-time Chairman to supervise the senior management
of the KCRC in an effective manner, and exercise objective judgment on
corporate affairs.

We are assured by the Administration that for the time being, a part-time
Chairman would suffice, given the workload of the Chairman and the common
practice in the business sector. We note that the Board is the ultimate legal
authority within the KCRC. All corporate powers are exercised by or under the
authority of the Board. To help oversee specific aspects of the KCRC's
operations, a number of committees are formed under the Board. These
committees review and make recommendations to the Board on various matters.
In discharging his duties, the Chairman would receive support from the KCRC
and the Government. There are also established procedures to avoid possible
abuse of power by the senior management. The Board also retains the power to
dismiss the CEO, if considered justified, subject to the approval of the Chief
Executive of the Hong Kong Special Administrative Region (SAR).

Notwithstanding the Administration's explanation, some of us remain of
the view that a part-time Chairman could be easily manipulated by the senior
management of the KCRC or the Government, rendering him not able to exercise
objective judgment on corporate affairs and discharge his supervisory functions
in an effective manner. They suggest that the controlling shareholder (that is,
the Government) should provide professional support to the Chairman so that he
would be able to act independently towards the policy objectives of the
controlling shareholder and work for the interests of the general public.

We are also concerned about the quality of the Chairman and the
appointment criteria to be adopted by the Administration, which will have a
bearing on the ultimate performance of the Chairman. Some of our members
consider it difficult for the Administration to find a high calibre person who will
be willing to devote so much time to such great responsibilities at an honorarium
of about $30,000 per month.

On the remuneration of the CEO, we have examined the factors to be
considered by the KCRC in determining the remuneration of its CEO. We note
that the remuneration will be determined with regard to the level of
responsibilities and the expertise and experience of the job. It will also be in
line with the remuneration of comparable jobs in the market so as to compete for
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talent with the private sector. Upon separation of the duties and functions of the
Chairman and the CEO, the remuneration of the new CEO would be suitably
adjusted downward. The total financial commitment of the remuneration of the
Chairman and the CEO would not be greater than the existing one for the
Chairman-cum-Chief Executive.

We welcome the Administration's acceptance of our proposal to include a
new provision in the Bill, requiring the Chairman and the CEO to attend
meetings of Committees and Subcommittees of the Legislative Council upon
request to enhance accountability.

As regards the KCRC Board, we have also taken the opportunity to
examine the effectiveness of appointing Policy Secretaries to the Board to play a
monitoring role, particularly in the course of fare determination and in
monitoring the KCRC's spending. We are informed that similar to other KCRC
Board members, the Secretary for Transport and the Secretary for the Treasury
are required to act honestly and in good faith for the benefit of the KCRC and
exercise a reasonable standard of skill and care in the performance of their
powers. The functions of the Board are jointly exercised by all members of the
Board. As such, the Secretary for Transport and the Secretary for the Treasury
have the same roles and responsibilities as other Board members.

The Bills Committee is not convinced of the Administration's explanation.
Many members believe that the Secretary for Transport and the Secretary for the
Treasury, being the Government's representatives on the KCRC Board, should
perform a monitoring role to oversee the KCRC's affairs for the purpose of
safeguarding the public interests. They should also be held accountable to the
Legislative Council for any serious policy failure and mismanagement in the
KCRC. We consider the monitoring of statutory bodies worth pursuing.
However, as the matter falls outside the scope of the Bill, it has to be pursued at
some other forums.

Nevertheless, we are pleased to note that the Administration agrees to
review the size and composition of the Board, taking into account the need to
include more members, for example, representatives from green groups and
grass-roots organizations, as well as Members of the Legislative Council, to
ensure a balanced composition of the Board to handle its activities. The
Administration has agreed to report to the Panel on Transport in one year's time.



g — 2000 128 19 8
LEGISLATIVE COUNCIL — 19 December 2001 71

Madam President, we are in support of the Bill and the Committee stage
amendments to be moved by the Administration. We also note that the
Honourable Andrew CHENG has given notice to move Committee stage
amendments to require the Chief Executive of the SAR to consult the Legislative
Council on matters relating to the terms and conditions of the appointment of the
CEO, and the KCRC to publish the remuneration, including the salary and other
benefits, of the CEO in its annual report.

Madam President, with these remarks, I support the Second Reading of the
Bill.
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Mr Andrew CHENG rose to claim a division.
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THE CHAIRMAN announced that among the Members returned by functional
constituencies, 29 were present, four were in favour of the motion, 23 against it
and two abstained; while among the Members returned by geographical
constituencies through direct elections and by the Election Committee, 25 were
present, 13 were in favour of the motion and 11 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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Mr Andrew CHENG 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 CHAIRMAN announced that among the Members returned by functional
constituencies, 29 were present, five were in favour of the motion, 23 against it
and one abstained; while among the Members returned by geographical
constituencies through direct elections and by the Election Committee, 25 were
present, 13 were in favour of the motion and 11 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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Resumption of Second Reading Debate on Bill
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BANKING (AMENDMENT) BILL 2001
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Resumption of debate on Second Reading which was moved on 4 April 2001
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TRt BREFERCEMERZEGHMEER  LTIREZER
BEgEEERELE  AANBERKEGRIEX=ZERER -

DR DAVID LI: Madam President, at the outset, may I declare my interest as an
executive of an authorized institution.

This Bill represents an ad hoc grouping of several reforms to the Banking
Ordinance. The main provisions include:

- what constitutes bank premises, and enhancing the supervision of
such premises;

- regulating new forms of advertising for deposits, in particular
advertising over the Internet;

- clarifying certain rules for establishing a local office by an overseas
financial institution; and

- creating a system to ensure that bank managers are "fit and proper",
while at the same time recasting the definition of "manager"
according to job functions.

The Finance Functional Constituency recognizes the desirability and
welcomes most of the provisions of this Bill.

However, while our Constituency supports the intention of the Bill to
ensure that managers are fit and proper, there is considerable unease regarding
the recasting of the definition of "manager". This change is not a mere
cosmetic change to keep up with the times. It is a substantive change.

The Banking Ordinance currently casts managers as those who collectively
have responsibility for the management of a bank, including the directors, the
chief executive officer, and those over whom they have direct authority.

This legislation will expand the definition to include those at a lower rank,
who have responsibility for only a certain segment of a bank's business.
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Our concern is primarily with the penal provisions attached to the
Ordinance, as this Bill will extend those provisions to these lower-ranked
individuals. The penal provisions are strict liability offences. We understand
that there are plans to conduct a review of the penal provisions of the Ordinance.
This review will consider the application of strict liability offences, including
whether any such offences should be changed into ordinary offences.

While we welcome this undertaking, our Constituency's position is that the
two actions — the change to the definition of "manager" and the review — should
have been carried out in tandem. This would have allowed us to consider
whether the degree of sanctions to be imposed is indeed appropriate under the
new circumstances, and to re-align them if not.

Therefore, we would express reservations in giving our full support to this
provision in the Bill. And for this reason, I would abstain.

Thank you, Madam President.
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Council went into Committee.
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MISS MARGARET NG: Madam President, the aim of the Resolution before
this Council is to make minor drafting amendments to the Chief Executive
(Election Petition) Rules. I have no objection against the amendments. Indeed,
one of the amendments was suggested by me. However, I want to speak against
certain defects of the Rules which the Administration has refused to deal with. 1
believe that these defects are serious.

The primary legislation, The Chief Executive Election Ordinance,
safeguards the integrity of the election process to keep it fair, open and free from
corruption. It, therefore, provides for a right to petition the Court for a
determination that a person is not duly elected. The Rules are there to provide
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for the procedure whereby this right may be exercised. The undoubted
requirements must be that the procedure is fair, and gives full effect to the rights
under the Ordinance.

The legislative intent as manifested in the provisions of Part 6 of the
Ordinance is that any challenge of the election results must be made and dealt
with expeditiously within the requirement of justice. Section 34, in special,
stipulates that a petition must be lodged within seven working days after the day
on which the result of the election is declared.

However, these Rules go further. Rule 8 in effect requires the petitioner
to apply by summons to a Judge at the time he files his petition, or within two
days of it, to fix the date of the hearing, unless he obtains the Court's direction to
apply at a later date. At that stage, the petitioner has had very little time to
prepare his petition, gather the evidence and consider his case. To challenge
the Chief Executive Elect is a serious matter. He probably needs to instruct
lawyers to advise and represent him. If so, he needs to give time to his lawyers
to consider the matter and discuss it with him. The person that he challenges is
almost certainly going to contest the petition with all the legal assistance
necessary. The petition needs to be properly made from the start. How can he
be in a position to ask for a trial date at that early stage, when he is not fully
prepared and has not yet had the benefit of considered advice? What order for
directions is he supposed to ask the Court to give for further procedures such as
discovery and disclosure of documents? The difficulty is all the greater if one
looks at section 32 of the Ordinance which specifies the grounds for petition.
They include charges of corruption which cannot be made without strong
evidence.

It is true that he can apply to the Court to postpone his application for date
fixing.  But this is itself a procedure which requires preparation or
representation.  He cannot assume the Court will easily give him the
postponement that he wants. Further, if justice will generally require more
time to be given, then why not allow more time in the Rules from the start?
Why create an extra step, necessitating extra costs and distraction?

Yet Rule 8(2) allows the Chief Executive Elect to force the issue if, within
the short time restriction, the petitioner fails to fix the date of trial. Never has
such a rule been made that a person who brings proceedings is forced to argue
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his case before he can reasonably be expected to be ready. This built-in
unfairness turns the petition into a mere formality, if not a travesty downright.
The public will be forgiven for the impression that this Rule gives more
protection to the Chief Executive Elect than the process of election.

Madam President, I am equally concerned about Rule 15 on the
circumstances in which a petition is regarded as having been withdrawn. Rule
(1)(b) and (c) in effect say that a petition is regarded to have been withdrawn if
the Chief Executive Elect cannot assume office or, if he is also the incumbent,
ceases to hold the office. One possibility is that he is not appointed Chief
Executive by Beijing or is dismissed. In other words, when there is a good
chance that he was unduly elected through an unfair or corrupt election.

It is all well and good if, in these circumstances, the petitioner withdraws
his petition voluntarily. It is quite a different matter where he wishes to pursue
it to the end, to nevertheless by law "regard" his petition as having been
withdrawn. It is untrue and dishonest and does violence to plain language. I
go further, I contend that it may well be ultra vires of the Ordinance and
unlawful. It is true that section 40(d) empowers the Chief Justice to make rules
to provide for "circumstances in which an election petition is regarded as having
been withdrawn". But this power must be subject to the overall provisions of
the Ordinance and the ordinary meaning of words. The Rules, as I have said
earlier, are there to protect the procedure for the right of petition given by the
Ordinance.  Rule 15(1)(b) and (c) are not matters of procedure. They in
effect curtail the right. They also undermine the purpose of the Ordinance in
providing for the right to petition, which is for the protection of the process of
the election itself, not only the result of the election. Even if it is not strictly
ultra vires, as a matter of policy, a procedural rule should not be used in this way.
Whether proceedings should be curtailed upon a Chief Executive Elect's failure
to be appointed or an incumbent Chief Executive being dismissed from office is a
matter of policy for the legislature to settle in the primary legislation, not through
the backdoor of a rule of procedure of the Court.

Madam President, I intend by these remarks to show no disrespect to the
Chief Justice. These Rules are clearly drafted by the executive and do not
involve an exercise of judicial power. Indeed, had they been drafted by the
Judiciary, one would not have expected to see so many drafting defects in the use
of court procedural terms, only a few of which are caught in the amendments
proposed by the Administration. I have pointed out inaccuracies and
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ambiguities, for example, in Rules 3 and 4, but to no avail. Such is the great
hurry and these Rules are in reality of such complete irrelevance in a manifestly
uncontested travesty of an election that nobody is interested to waste time in
correcting them.

I confess that I, too, have succumbed under an attack of pragmatism, to the
extent that I have not sought to trouble Honourable Members with any fruitless
amendments of my own.

Madam President, since it is illogical for me to vote against the
Administration's amendments which I do approve, or vote in favour which
would have the implication of approval for the Rules after amendment, I shall
have to abstain from voting. Thank you, Madam President.
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DR DAVID LI: Madam President, the representatives of the three banks
covered by this Bill — The Dai-Ichi Kangyo Bank, Limited (DKB), The Fuji
Bank, Limited (Fuji) and The Industrial Bank of Japan, Limited (IBJ) — have
asked me to convey their personal thanks to you, Madam President, and to
Members of the Legislative Council for the scrutiny of the Bill.

The Bill is desirable because it will make the process of consolidation of
the local branches of the three banks transparent, open and certain. Under the
Bill, the undertakings of the Hong Kong branches of DKB and IBJ will be
transferred to Fuji, which subsequently will be renamed Mizuho Corporate Bank,
Ltd.

As a consequence of this Bill, and the other steps being taken by the banks
in connection with the consolidation, all those who have dealings with the local
branches of the banks will have full confidence that all existing Hong Kong-
law-governed obligations will continue to be honoured once the consolidation
takes effect in accordance with the Bill. A smooth transition, as provided for
under the Bill, is essential to the stability of the local banking system.

The global reorganization and consolidation of the Mizuho Financial
Group will strengthen the Group. Consolidation of the Group's businesses in
Hong Kong will, in turn, contribute to the prosperity of the Hong Kong financial
market and assist in maintaining Hong Kong's status as an international financial
centre.

Thank you, Madam President.
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DR RAYMOND HO: Madam Deputy, not so long ago, this Council passed the
motion on expediting the development of the logistics industry. The Chief
Executive made a prompt response and announced in this year's policy address a
number of initiatives in promoting Hong Kong as a logistics centre. These
include the establishment of a Steering Committee on Logistics Development and
a Logistics Development Council. The former held its first meeting in
November while the latter last Monday.

Earlier in the fourth meeting of the Hong Kong/Guangdong Co-operation
Joint Conference, the Government of the Hong Kong Special Administrative
Region (SAR) has also reached consensus with the Guangdong Provincial
Government on studying the co-development of transport and logistics services
in Nansha and the feasibility of co-operation between Hong Kong Airport and
Zhuhai Airport. These initiatives have shown that the Government fully
understands that the development of logistics industry requires co-operation with
the Guangdong Province.
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These studies must be taken as the first step to strengthen our co-operation
with the Guangdong Province. In no way should our joint efforts in developing
the logistics industry be restricted to the co-operation between Nansha, Zhuhai
and Hong Kong. Given the concentration of manufacturing activities with
well-developed transport and port facilities in the Pear]l River Delta region, there
must be an abundance of options available in developing the logistics services in
the region. Both the SAR Government and the Guangdong Provincial
Government should look into these possibilities with a view to coming up with
the best development mode that would be most beneficial to both the Mainland
and Hong Kong.

As a matter of fact, better cross-boundary transport link will open up
further possibilities for co-operation between the Mainland and Hong Kong.
This is one of the reasons that prompts me to urge the Government repeatedly to
give priority in developing our cross-boundary transport infrastructural projects.
Besides strengthening the transport links, the Government should study ways to
streamline customs clearance procedures and shorten the time required for them
so as to meet the requirements of the time-sensitive logistics services.

It would be in the best interest of both Hong Kong and the Mainland if we
develop a common and coherent strategy in developing the logistics services in
the region. The SAR Government and the Guangdong Province have already
taken the first step and should move forward from there. Madam Deputy, I so
submit.
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MR ABRAHAM SHEK: Madam Deputy, in recent years, logistics and
distribution services have seen rapid progress in China. The local governments
at various levels in China, particularly the Guangdong Provincial Government,
give encouragement and support to logistics services and commodity distribution.
Construction of logistics infrastructure such as ports and airport in the Pearl
River Delta region is in rapid progress. While the transportation and logistics
industry has been identified by the Commission on Strategic Development as one
of the seven key areas essential to Hong Kong's long-term vision, the way to
strengthen the co-operation between China and Hong Kong is significant in order
to avoid vicious competition in the logistics industry. In this regard, I support
the Honourable SIN Chung-kai's amendment and urge the Administration to
provide more incentives and to nourish more favourable market conditions in
developing our logistics industry with a competitive edge.

Madam Deputy, Hong Kong is one of the world's top 10 trading
economies, our role as a global trader must be continued. After all, trading —
and all by extension, transportation and logistics — has been our lifeblood for
over 150 years. Hong Kong, over the years, has built up an excellent range and
mixture of infrastructure to support its emerging role as a leading logistics and
multi-modal transport centre for the region and into China. Today, Hong Kong
is a major hub in the global supply chain — a hub that is endowed with a strategic
location and a first class harbour, which handled over 18 million containers last
year, serving over 80 international shipping lines with some 380 container-liners
per week, and off to over 500 destinations throughout the world. Matching the
container port's round-the-clock hyper-activity is the international air-cargo
terminal. The terminal, also the world's busiest, last year handled some two-
and-a-quarter million tones of cargo. It offers access to a wide range of aviation
services. Currently, some 65 airlines operate over 3 600 scheduled flights each
week between Hong Kong and 130 destinations worldwide. Added to all these,
of course, are our other advantages, including the rule of law, an international
financial centre, our renowned efficiency and reliability, our connections with
the rest of the world, a liberal foreign exchange regime, a stringent market
regulatory system, the free flow of information and, most important, a simple
taxation system.

However, whether our status as an international transportation hub will be
maintained is largely related to the efficient co-ordination with China's logistics
development. In recent years, the Guangdong Provincial Government has
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heavily invested in establishment of port and airport infrastructure in order to
expedite the development of logistics industry. Due to the geographical
proximity to Hong Kong, the provision of logistics services brings challenges for
Hong Kong transportation and logistics enterprises. To avoid the wasteful
competition between the two regions, the Government of the Special
Administrative Region (SAR) should actively liaise with the Guangdong
Provincial Government to work out some feasible co-ordinated measures for
attaining a "win-win" situation.

Indeed, China will open its logistics-related markets within three to six
years following its entry into the World Trade Organization (WTO). After the
transition, the market will be completely opened to the outside world which will
in turn deliver renewed impetus to the growth of regional trade and new
opportunities for Hong Kong's transportation and logistics industry. While the
market size of transportation and logistics industry will increase substantially, so
will be the intensity of competition. In this momentum, the Central
Government of China has made significant market access commitment in
services related to distribution, including maintenance and repair, rental and
leasing, packaging, courier, freight transportation, storage, warehousing and
freight forwarding. At present, there are over 1 500 licensed international
freight forwarding operators in China. Of these, around 450 are Sino-foreign
joint ventures, about 100 are the offices of Hong Kong enterprises. Facing
these challenges, Hong Kong's transportation and logistics industry is looking at
ways to leverage this position with a view to strengthening its role in the global
supply chain. To help Hong Kong's small and medium-sized transportation and
logistics enterprises to get prepared for the business opportunities arising from
China's accession to the WTO, the Government should strive to promote modern
logistics management, step up the training of logistics management personnel,
give support to logistics enterprises in improving their services through
restructuring, work out a general plan and formulate policies for logistics
development.

Madam Deputy, the function of logistics providers is to plan, manage and
facilitate the flow of goods through the supply chain for their clients at the lowest
costs by utilizing their expertise and information technology. I believe that
modern logistics goes hand in hand with the development of information
technology and new logistics technology.
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Compared with Hong Kong, China is not short of logistics infrastructure
in quantitative terms, but their management techniques are backward, their
handling capacity is relatively low and productivity comparatively poor.
Logistics enterprises in China trail far behind their Hong Kong counterparts in
such areas as provision of services at low costs, capability in information
gathering and processing, as well as utilization of specialized knowledge in
logistics. I am glad to see the recent establishment of the Steering Committee
on Logistics Development that the SAR Government and the Guangdong
Provincial Government can work together for their mutual benefits.

Thank you.
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THE PRESIDENT resumed the Chair.
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Mr SIN Chung-kai rose to claim a division.
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 23 were present, 15 were in favour of the amendment and eight
against it; while among the Members returned by geographical constituencies
through direct elections and by the Election Committee, 23 were present, 14
were in favour of the amendment and eight against it. Since the question was
agreed by a majority of each of the two groups of Members present, she
therefore declared that the amendment was carried.
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MR ABRAHAM SHEK: Madam President, Hong Kong's strength lies in its
free economy. Ensuring a level playing field in Hong Kong is a paramount key
to our continued economic success and for overcoming the present global
economic downturn.

The best way to promote competition is to allow free market operation.
We should adhere to the free market principle which has long been practised here.
We must keep intervention to the minimum and must not adopt legislative control
lightly, unless there are market distortions or abuse of dominant position in
individual sectors which impair free flow of trade.

The non-legislative approach does not mean that market freedom is not
under proper protection in Hong Kong. In 1998, the Government has adopted a
competition policy. In the policy statement, the Government pledged to take
administrative or legal steps as appropriate to remove unfair trade practices.

An all-embracing law on competition will only take away this flexibility of
adopting appropriate measures in individual markets. The Government should
be allowed to decide on the best approach — whether it is self-regulation,
administrative measures or legislative control — to deal with free-trade violations
in different sectors. A comprehensive competition law will likely be an
overkill — doing more damage than good to the business environment and to the
general health of our economy. Premature openings of established markets may
drive some businesses to their closure and thousands of workers out of their jobs.
It will be the community that suffers eventually.

Since 1997, the Government has set up the Competition Policy Advisory
Group to track cases of unfair competition. The Consumer Council also works
as the other watchdog for the Government to keep track of restrictive business
agreements and market abuse. I believe that the pair, working under the
framework of the competition policy, is effective enough in guarding and
promoting the free market principle in Hong Kong.

Even without a competition law, the Government has enough power to
open up restrictive markets. This year, we have seen the government-initiated
deregulation of bank interest rates. Soon, the Government will remove the
0.25% minimum charge for stock transactions, not to the favour of the
Honourable Henry WU here. All of the above are done without a competition
law.
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Hong Kong is a small place, and a degree of concentration in certain
markets is inevitable and not unreasonable. The question is whether such
concentration leads to abuse. In the sectors of electricity supply, gas supply and
supermarkets where there is such concentration, consumers generally benefit in
terms of price and varieties of goods or services. In my view, these markets
still provide room for healthy competition despite the presence of market
domination.

- In such domains as power supply, gas and petroleum products,
factors such as economies of scale, substantial investment and so on,
make it more efficient to have only one or a few operators. Acting
on consumers' welfare, the Government has devised an asset-based
profit control scheme in the power supply market. In the highly
competitive petroleum market, the Government has been
encouraging suppliers to exert self-regulation in price adjustments.

- In the supermarket sector, the presence of two major supermarkets
does not deter newcomers from entering the market. Carrefour,
the French supermarket giant, and AdMart, the home delivery
retailer, have freely entered and left the market based on their own
business decisions.

- In the container terminal business, the incumbent operators have
invested substantially in land and port facilities. Their
commitment has upgraded Hong Kong's container service to a
world-class level and their operations employ thousands of workers.
Their positions in the market, however, are always under challenge.
Competition is intense from other ports in this region and around the
world. It is keen competition, not abuse of market domination,
which keeps potential newcomers from entering the market.

The Hutchison Group might not be welcome by many people in
Hong Kong, but it has been welcome by the governments in China,
the United Kingdom and Panama, to name but a few. We must not
drive such operators out because they are providing thousands and
thousands of jobs in Hong Kong.

However, there are markets where the Government itself has erected
anti-competitive measures. It is these measures which need to be removed by
the Government.
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- In the market of public transportation, the two railway operators
have enjoyed dominant positions over other competitors under the
Government's preferential route planning exercises, such as
allowing no other forms of transportation to run on the same route
where a railway is already serving. Clearly, this government-
created unfair competition is not in line with the Government's
non-interventionist competition policy.

- In the housing sector, the Government has been using the supply of
Home Ownership Scheme units as a tool to intervene in the property
market. If the Government strictly adheres to the fair competition
policy, it should stay away from further intervening in the private
property market. Instead, it should focus on the provision of
public rental housing flats.

Proponents of an all-embracing competition law and a competition
authority should also take into account the legal and administrative burden
imposed by such measures. Considering that unfair trading practices are
always difficult to substantiate or prove with evidence, is it worthwhile to ask the
taxpayers to pay for the legal and administrative costs? The answer is clearly
no. The proposed competition law will only deter people from investing in
Hong Kong. Are we prepared to push investors to other overseas markets
which will then affect our economic prosperity and job opportunities? I am not
overstating the case. A competition law can be a real harm to the long-term
economic development of Hong Kong.

Thank you, Madam President.
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o R

MR BERNARD CHAN: Madam President, we all like to think of Hong Kong
as a free market. But for some time, I have been hearing complaints about
cartels, collusion, monopolies and other anti-competitive business practices. In
particular, I hear and read about such complaints from foreigners living in Hong
Kong, from overseas commentators, and from Hong Kong people who have
lived overseas.

To me, this suggests that we do have a problem. Or, at least, lots of
people believe that we have a problem. Either way, surely, is a threat to our
reputation.

It is true that parts of our domestic economy are very open. Certainly,
the general insurance industry is intensely competitive, with the sector as a whole
making an underwriting loss year after year. The old monopoly on long
distance telephone calls has come to an end, and consumers have benefited
enormously. The banking industry is very open, and is becoming more so.
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It is also true that we have a very small domestic economy. And perhaps
it is normal for some sectors to be dominated by a small number of players with
similar prices and products. So we might be able to excuse the limited choice of
supermarket chains or petrol companies.

However, not everyone takes such a liberal view of the situation. And, to
them, the lack of a competition authority is proof that we have a problem. To
them, it looks as if the Government favours producers over consumers.

As well as the sectors mentioned in this motion, we could also talk about
the law against parallel imports passed by this Council. We can now see,
looking back, that this measure was basically designed to squeeze the consumers.
Is it any wonder that people go shopping in Shenzhen, or buy pirated discs?

We could talk about the legal profession and the medical profession, both
of them are expensive and lacking in price competition. We could even talk
about the fact that the Government has cornered the market in hospital services
and in affordable homes.

In fact, wherever you look in Hong Kong, you see someone who is afraid
of competition. It is as if no one here had ever heard of globalization.

Madam President, if we do not need a competition authority, let us start to
get a better deal for consumers — just like our counterparts in the United States
and the United Kingdom. And then, we will be one step closer to being a
"world city".

Thank you.

TR EARFHMEEERES ?
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ERE O NHAGERET -
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REERERTLTERIHFRR -
Mr LEUNG Yiu-chung rose to claim a division.
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 23 were present, five were in favour of the motion, 17 against it
and one abstained; while among the Members returned by geographical
constituencies through direct elections and by the Election Committee, 22 were
present, 12 were in favour of the motion and nine 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.

—F ;/K g GES
NEXT MEETING

ERE RBRESMAEAEENRTERIIEHR S KITANEEHRE > I AES
—E R EI - AEE2002F 1 HIHEM=TF 2K 30 7#EF -

TEEFRM L 1] 36 2008 -
Adjourned accordingly at twenty-four minutes to Midnight.
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Annex I
KOWLOON-CANTON RAILWAY CORPORATION
(AMENDMENT) BILL 2001
COMMITTEE STAGE
Amendments to be moved by the Secretary for Transport
Clause Amendment Proposed
3(3) In the proposed section 3(2A), by deleting "Fr % ¥ =" and

substituting "7 % fit {1 5 ".

New By adding -
"3A. Section added
The following is added -
"6A. Attendance at the Legislative Council

The committees and subcommittees of the
Legislative Council may request the Chairman and
the Chief Executive Officer to attend its meetings
and they shall comply. The Chairman and the
Chief Executive Officer shall answer questions
raised by the Members of the Legislative Council at

the meetings.".".



g — 2000 128 19 8
LEGISLATIVE COUNCIL — 19 December 2001 211

KOWLOON-CANTON RAILWAY CORPORATION
(AMENDMENT) BILL 2001

COMMITTEE STAGE

Amendments to be moved by the Honourable Andrew CHENG Kar-foo

Clause Amendment Proposed
6 By deleting sub-clause (1) and substituting -
"(1) The First Schedule is amended by adding -

"4, (1) Subject to  sub-paragraph  (2), any
determination by the Corporation of a matter
relating to -

(a) the appointment to the service of the
Corporation of the Chief Executive
Officer, including the terms and
conditions of such appointment;

(b) the suspension or dismissal from the
service of the Corporation of the Chief
Executive Officer,

requires the prior approval of the Chief
Executive.

(2) The Chief Executive shall consult the
Legislative Council on matters relating to the
terms and conditions of the appointment of the
Chief Executive Officer.".".
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Clause Amendment Proposed
6 By adding -
"(1A) The First Schedule is amended by adding -
"4A. The remuneration, including the salary and

other benefits, of the Chief Executive Officer,
shall be published in the annual report of the

nmn

Corporation.".".
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Annex I1
BANKING (AMENDMENT) BILL 2001

COMMITTEE STAGE

Amendments to be moved by the Secretary for Financial Services

Clause Amendment Proposed

2 (@) In paragraph (a)(vi), in the proposed definition of
"manager", by deleting paragraphs (a) and (b) and
substituting -

"(a) subject to paragraph (c), in relation to an
authorized institution incorporated in Hong
Kong, means any individual, other than a
director or chief executive of the institution,
appointed by the institution, or by a person
acting for or on behalf of or by an arrangement
with the institution, to be principally
responsible, either alone or with others, for the
conduct of any one or more of the affairs or
business of the institution specified in the
Fourteenth Schedule;

(b) subject to paragraph (c), in relation to an
authorized institution incorporated outside
Hong Kong, means any individual, other than
a chief executive of the institution, appointed
by the institution, or by a person acting for or
on behalf of or by an arrangement with the
institution, to be principally responsible, either
alone or with others, for the conduct of any
one or more of the affairs or business in Hong
Kong of the institution specified in the
Fourteenth Schedule;".
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Clause Amendment Proposed

(b) By adding -

"(d) by adding -

"(17) For the avoidance of
doubt, it is hereby declared that any
reference in this Ordinance to the
commission of an offence by every
director, every chief executive and
every manager of an authorized
institution or other company (including
any grammatical variations or cognate
expressions of such reference) means
that one or more than one of any such
director, chief executive and manager

nmn

may be prosecuted for the offence.".".

17 In the proposed section 72B -

(a) in subsection (1) -

®)

(i)

(iii)

(b) by adding -

by deleting "An" and substituting "Subject to
subsections (1A) and (1B), an ";

by adding "and the person" after "to the
Monetary Authority";

in paragraph (iii), by adding "in the case of the
notice to the Monetary Authority," before
"such";

"(1A) Subject to subsection (1B),

an authorized institution is not required to
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Clause Amendment Proposed

comply with subjection (1) in respect of a
manager appointed bona fide on a temporary
basis.

(1B) Where in respect of the
appointment of a manager -

(@) an authorized
institution has not
complied with

subsection (1) by
virtue of subsection
(1A); and

(b) the appointment
subsequently ceases
to be on a temporary
basis,

then -

(i)  subsection (1) shall,
on the date on which
that cesser occurs,
apply in respect of
the manager; and

(i1)  that date shall be the
date mentioned in
subsection (1) from
which the period
mentioned in that
subsection shall be
calculated within
which the institution
shall comply with
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Clause Amendment Proposed

that subsection in
respect of the
manager.".

21 By deleting "Section 126(2) is repealed and the following
substituted -" and substituting -
"Section 126 is amended -

(a) 1in subsection (1), by repealing "all" where it
twice appears;

(b) by repealing subsection (2) and substituting -".

22 (@) In paragraph (a), in the proposed section 132A(1)(f), by
adding ", by the Monetary Authority" after "such
conditions".

(b) In paragraph (b), in the proposed section 132A(1)(fb), by
adding "by the Monetary Authority" after "refusal”.

(¢) By adding -
"(c) in paragraph (h), by repealing "4 " and

substituting "&E ".".

23 In the proposed Fourteenth Schedule, in paragraph 1, in the
definition of "if i 45 ¥ ", by deleting "4 " and substituting"ZE ".
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Annex II1

MIZUHO CORPORATE BANK, LTD.
(HONG KONG CONSOLIDATION) BILL

COMMITTEE STAGE

Amendments to be moved by Dr the Honourable David LI Kwok-po

Clause Amendment Proposed
2(2) By deleting everything after " (7% /& {7 15 i ifi 72 )" and substituting

"EERMNEHIRTETBEREEBAREMmTT - "



