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EE_OOCO-—FtANMNEEZREEE=T/\HRBESNWHRFTEX
The Government Minute in response to the Report No. 38 of the Public
Accounts Committee dated July 2002

CHIEF SECRETARY FOR ADMINISTRATION: Madam President, laid on
the table today is the Government Minute responding to Report No. 38 of the
Public Accounts Committee (PAC). The Minute sets out the measures that the
Government has taken, or is taking, on the conclusions and recommendations
contained in the Report.

The Report covers the issue of "Mechanized street cleansing services" in
the Director of Audit's Report No. 37 and four of the five subjects in the
Director of Audit's Report No. 38 which the PAC has selected for further
investigation.

The Honourable Eric LI, Chairman of the PAC, spoke on 10 July when
tabling the PAC Report. I would like to respond to some of his comments.

First, there is room for improvement in our mechanized street cleansing
services. As a result of comprehensive reviews, the Food and Environmental
Hygiene Department (FEHD) has introduced various improvement measures.
They include revising the frequency of cleansing, upgrading time standards and
work values, and streamlining work procedures. As a result, the Department
now delivers the service with 72 posts and 20 mechanical cleansing vehicles less,
saving $13 million a year.

The FEHD is also simplifying its supervisory hierarchy. For example, it
has reduced the three-tier structure to one-tier for supervising outsourced
cleansing service and has removed the layer of Senior Foremen for in-house
cleansing service. Over 350 Foreman grade posts have been redeployed with
annual recurrent savings of $49.3 million.

The FEHD will continue to explore ways to further enhancing productivity
and rationalizing its staff structure.
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The Administration is committed to liberalizing the local fixed
telecommunications market and promoting competition. There is no doubt that
telecommunications in Hong Kong have become increasingly competitive. The
extent is comparable to, or even greater than that in, other economies with
similar experience in liberalization. Consumers will continue to reap the
benefits. For example, we estimate that in the three years 1999 to 2001, with
the sharp drop in IDD rates, fixed-line and mobile phone users saved $15.5
billion in IDD expenses.

The Office of the Telecommunications Authority (OFTA) will conduct an
in-depth and comprehensive review of the effectiveness of competition in the
telecommunications market in early 2003 when the market will be fully open.
There will also be further reviews on a regular basis. The OFTA will also
closely monitor the availability of services from new operators to ensure that this
is in line with their licence obligations.

The Post Office has increased the range of products available under the
Postshop and expanded its e-Post and remittance services with a view to
achieving a reasonable return. It has implemented new measures to monitor
and control more effectively overtime work of delivery postmen. It is also
carrying out a survey of all the beats with two delivery services daily to see if
any of them can be changed to once daily. It aims to complete the survey by
March next year and conduct consultations on the implementation plan.

The Post Office operates as a trading fund and not a fully commercial
entity, not even a body corporate. There are clear limitations on its operation.
As a government department, it has to meet the Government's social and public
service obligations, including the provision of universal postal service at
affordable prices. The Administration is reviewing our postal services to
address the issues raised by the PAC, but until clear majority support for
privatization or corporatization of the Post Office is forthcoming from the PAC
or from the Legislative Council, drastic improvements will be difficult to secure.

On the subject of "management of construction and demolition materials"
(C&D materials), I wish to stress that the Administration is determined to
implement measures to maximize re-use of C&D materials so as to minimize the
use of our scarce landfill capacity by such materials. The Administration's
resolve is demonstrated by the substantial increase in the proportion of C&D
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materials used in reclamation projects from 35% in 1994 to 83% in 2001. We
will strive for further improvement.

Regarding the re-use of C&D materials in the Penny's Bay Reclamation,
we have taken steps to increase the C&D materials intake in Stage 2 to make up
for the loss in Stage 1. To ensure the optimum use of C&D materials in
government reclamation projects entrusted to third parties, all works departments
will liaise closely with the Public Fill Committee. We will ensure that the legal
documents for the entrustment works contain clauses for optimum use of C&D
materials in reclamation.

The Administration is mindful of the PAC's concern over the incomplete
coverage of the Slope Catalogue. The so-called "missed" rate of about 4% of
the registrable slopes is associated with technical constraints. Although most of
the "missed" slopes are either of very small size or located far from developed
areas, we have been taking steps to locate them as far as practicable. We have
already registered all the slopes identified following landslides. We have also
inspected and registered slopes identified from the latest topographic maps in the
urban areas of Hong Kong, Kowloon and Tsuen Wan. We aim to complete the
registration of the slopes in rural and remote areas by March next year.

We have drawn up work plans for the slope improvement and upgrading
programme up to 2010. The Director of Civil Engineering is carrying out a
review and will formulate, by 2004, a long-term strategy to tackle the remaining
lower-risk government slopes.

To ensure that all new government slopes are subject to proper
geotechnical control, we have issued clear guidelines requiring works
departments to submit the geotechnical designs of new slope works to the
Geotechnical Engineering Office of the Civil Engineering Department for
checking.

Madam President, I wish to record the Administration's appreciation of
the time and efforts that the PAC has devoted to the Report. We fully
appreciate its role in safeguarding public interests by continuously demanding the
delivery of high quality public services in an efficient and cost-effective manner.
As always, the Administration will respond positively and promptly.
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mEHMNOREE
ORAL ANSWERS TO QUESTIONS

EHEHEH B -HESH -

RAZRER=ES
Poor Air Quality in Tung Chung

1. MR HOWARD YOUNG: Madam President, it has been reported that an
Air Pollution Index (API) reading of 185 was recorded on 9 September 2002 in
Tung Chung where the airport is located, the highest since the respective
readings of 174 and 181 were recorded in July and August this year. There
have been allegations that the pollutants that caused the serious air pollution and
a low visibility of less than 1 km were from the Pearl River Delta or other areas
of the Guangdong Province rather than from Tung Chung or other areas of the
Hong Kong Special Administrative Region (SAR). In this connection, will the
Government inform this Council:

(a)  whether flight landings or takeoffs were affected by the high API
reading and low visibility on those days, if so, of the respective
numbers of landings and takeoffs affected;

(b)  of the progress in implementing the measures taken jointly with the
Guangdong Provincial Government to tackle the air pollution; and

(c)  whether it will assess the effectiveness of these measures, if so, when
the assessment will be made?

SECRETARY FOR THE ENVIRONMENT, TRANSPORT AND WORKS:
Madam President, I thank the Honourable Howard YOUNG for this question.

(a)  Aircraft landings and takeoffs can be affected by a number of factors
including weather condition, visibility, wind direction and wind
speed as well as the standard of navigation aids available both on
ground and in the aircraft. Visibility level is only one of the many
factors. It is in turn also affected by factors such as meteorological
condition, weather condition and air quality.
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The Convention on International Civil Aviation sets down the
visibility levels for landing by different types of aircraft. The
minimum visibility level required for aircraft least equipped with
navigation aids to land is 800 m, which is below 1 km. On 9
September 2002, when the API was 185 at Tung Chung as Mr
Howard YOUNG stated in his question, the visibility level at the
Hong Kong International Airport was actually consistently above
4.5 km and no aircraft landings or takeoffs were affected by the
API.

(b) Between 1999 and early 2002, the SAR Government and the
Guangdong Provincial Government have jointly carried out a study
to identify the major sources of air pollution in the Pearl River Delta
and together, we decided long-term measures to improve regional
air quality. On 29 April this year, the two Governments made a
joint announcement on their consensus to make the best endeavour
to reduce by 2010 the emissions of sulphur dioxide, nitrogen oxides,
respirable suspended particulates and volatile organic compounds by
40%, 20%, 55% and 55 % respectively, using 1997 as the base year.
The two Governments will consider in detail the enhanced control
measures recommended in the study and, having regard to their
feasibility, implement a series of additional measures with the
objective of achieving the agreed emission reduction targets by 2010.
The two Governments have set up an expert group under the Hong
Kong-Guangdong Joint Working Group on Sustainable
Development and Environmental Protection to take this forward.

(c)  The work of this expert group has already started and it includes the
assessment of changes to regional air quality and the effectiveness of
the additional improvement measures to be implemented. It is
currently working on the setting up of an enhanced regional air
quality monitoring network. The enhanced network is expected to
become operational around 2004.

MR HOWARD YOUNG: Madam President, although I heard from some
people working in Tung Chung say that they could not even see some housing
blocks 1 km away then, I am glad to know that no aircraft was affected, so that is
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a relief to our worries. However, air pollution is a big worry to tourism, our
livelihood, our business and our environment. Regarding the measures
mentioned by the Secretary in parts (b) and (c) of the main reply, they all appear
to be long-term measures. I would like to ask whether there are any short-term
measures which we can work out with the Guangdong Provincial Government
and which can be implemented very quickly. For instance, we can find some
ways to encourage the lorry drivers who operate on both sides of the border to
use low sulphur diesel, like what most of our bus drivers have done already, and
this might help clear up the air.

SECRETARY FOR THE ENVIRONMENT, TRANSPORT AND WORKS:
Madam President, I appreciate that the air quality is not in the most satisfactory
condition at the moment, and it is one of the most urgent tasks of this
Government to improve air quality in the long term and also in the short term.
However, short-term measures are more difficult to come by, as we all know,
and I have made my point on many occasions that we will take at least a couple
of years, if not five to seven years, to clear up the air.  As a short-term measure,
the Government has already imposed restrictions on lorries crossing the border,
especially when most of the lorries actually come from the Hong Kong side, that
they should only fill up half of the tank to enable them to travel between Hong
Kong and Guangdong, but not in any excess, so as to reduce the amount of high
sulphur fuel consumed, for fuel is also available across the border.

As far as low sulphur fuel is concerned, it is not yet available and we
cannot implement the measure concerned very well. And we know, the
Guangdong Provincial Government is working hard to obtain low sulphur fuel at
an affordable price, and that is something that we are working on together.
Apart from that, there is a whole series of measures currently adopted by the
Guangdong side. For example, in terms of industrial emissions, I was in
Guangdong a few weeks ago and noticed that they have already closed down
many of the cement factories along the border. When we take the train up to
Guangdong, we can actually see a reduction in the number of highly polluting
cement factories. Thus, from the industrial side, work has already started.
And that will produce short-term results, as one would probably notice. As to
the air monitoring programme, we will see how effective it is.



e — 2002%F 10 A 16 H
16 LEGISLATIVE COUNCIL — 16 October 2002

MRS SELINA CHOW: Madam President, given that the Government is
devoting so much attention to improving tourism infrastructure in Hong Kong,
particularly on the Lantau area, and given that starting from 2005, the projects
concerned would be completed, can the Secretary tell us whether the targets
mentioned in part (b) of the main reply can be advanced from 2010 to a much
earlier date, preferably to 2005 (though a little after 2005 is also fine)?

SECRETARY FOR THE ENVIRONMENT, TRANSPORT AND WORKS:
Madam President, the measures worked out in the Joint Working Group will
come in phases, it is not that we will do nothing until 2010. Actually, many of
the measures will phase in gradually throughout the whole period. I can
provide a chart to Members showing how the improvement of air quality can be
achieved throughout the next five to seven years. By 2010, we will achieve the
final target, and by 2005, we should be able to achieve the target set out to a
large extent. However, I cannot see how we are able to advance the completion
of some of the more long-term projects, such as using renewable energy, in order
to achieve the final target. Anyway, we will do our best to improve the situation.
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MR ABRAHAM SHEK: Madam President, the Buildings Department has
identified 30 000-odd unauthorized structures throughout Hong Kong. What is
the timetable of the Buildings Department on issuance of removal orders to
owners of these unauthorized structures? And what measures does the
Government have to ensure that the demolition work is carried out safely within
the targeted date?

SECRETARY FOR HOUSING, PLANNING AND LANDS: Madam
President, in respect of the portion of illegal building works mentioned by the
Honourable Member, we have employed 63 consultants under different contracts.
From June last year to date, we have included 3 300 buildings involving an
estimate of 100 000 illegal structures. As far as the progress is concerned,
since December last year, we have dealt with 1 540 buildings and have issued
25 000 orders for demolition involving about 47 000 structures. So far, 10 000
illegal structures have been demolished. The remaining target will be dealt with
in the remaining period of the contract, and we hope that the demolition orders
concerned will all be issued before the end of this year.
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Combating Money-laundering Activities
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Water Dripping Caused by Air-conditioners of PRH Units
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MRS SELINA CHOW: Madam President, first of all, may I declare my interest
as a member of the Airport Authority (AA). I would like to take this
opportunity to welcome this Order, particularly in its amended form, because
that has been done with the Administration accepting the suggestion from the
House Committee. I think that, in its present form, the Order deserves the
support of this Council. I also think that this Order is historic because it sets out
the right direction for the development of the AA, not only for the AA, but also
for Hong Kong in terms of airport management and airport investment.

It is no doubt that from the awards that have been won and many of
compliments that the AA has received from passengers and airlines alike that we
have been delivering a very good service and that we have, in fact, managed to
maintain a lead position in that respect.

Now in the face of rising competition, it is very important that we move
forward instead of staying stagnant. Thus, we have to look at ways and means
whereby we can improve and expand. We have gathered a lot of expertise and
we have been complimented on the kind or standard of service that we have been
able to establish. Therefore, we have something very valuable that we have
developed in Hong Kong which can be exported. And this is a sort of thing that
we should be forever on the look out for: What can Hong Kong be exporting to
the world?

Another thing that we have to enhance and strengthen is our hub
position — Hong Kong as a hub in the aviation sense. Of course, in order to do
that, I think it is extremely important that our airport and also our AA are able to
perform to the best of our ability to enhance that hub position. And it is not
enough just to do it here, sitting here, being restricted in Hong Kong. It is
important to reach out to all our markets all over the world. One important
thing is that 70% of our business is in China, as far as cargo is concerned.
Hence, if we start partnership with our neighbouring airports, it will enhance that
hub position very much.

It is very important that, with our expertise and so on, we contribute to the
development of software in airport management in China as well. This is a
very good direction that we are taking now and this Order allows that to happen.
This is the first step. But looking into the future, perhaps our vision should extend
further beyond China because the global trend is, in fact, for barriers to be lifted.
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For example, Schipol Airport is investing in JFK Airport, and it is actually
operating Terminal 4 of JFK Airport; Singapore Airport is investing in Beijing
Capital Airport. We have many examples of these. Therefore, Hong Kong
should try and set its sight high and aim to become one of the world-class airport
management and airport investing corporations in the world.

Madam President, I welcome the Order and support it.
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MR ABRAHAM SHEK: Madam Deputy, discussion among Legislative
Council Members on various aspects of government policies prior to the Chief
Executive's annual policy address is indeed a good practice in reflecting the
views of the Hong Kong people whom they represent. It is only appropriate
that the Government should take into consideration their views and expectations
over the policies to be implemented in the coming year. The views of the
Legislative Council Members, representing their constituents, reflect public
opinions and sectoral interests to the Government. Although Members may
hold diverse views, their ultimate goal is to advise the Government so that it
could better formulate and implement policies to benefit all members of the
community. The Government of the Hong Kong Special Administrative Region
(SAR) is better able than the former colonial government to gauge public
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opinions and take societal interests into account in serving the community. And
with the implementation of the accountability system for principal officials, the
SAR Government has responded quicker to both the needs and expectations of
the community in the decision-making process.

Hong Kong is a sophisticated community. Under the rule of law, citizens
can enjoy various forms of freedom and the right of expressing personal views.
In this open society, citizens can express their expectations to the Government.
Businessmen wish that the Government could provide a favourable environment
for conducting business and formulate policies that benefit the development of
the business sector. The general public wish the Government could implement
measures to revive the economy, reduce the high unemployment rate and protect
employees' interests. ~ However, the Government cannot fulfil all the
expectations of members of the community. Housing policy is an example.
Views from the grassroots and the middle class, homeowners and non-
homeowners are completely different. Similarly, there are 60 Members in this
Council, elected from direct elections and functional constituencies. Since they
represent different sectoral interests, they hold different views over government
policies. In order to serve the public for the best overall interests of Hong Kong,
the Administration has to balance the interests of different parties in policy
formulation and policy implementation. Therefore, it is unrealistic for the
Government to fulfil all legislators' expectations. It is also unfair to criticize
the Government for not respecting legislators' expectations and other public
opinions.

Nevertheless, the Government should consider seriously legislators'
expectations and other public opinions, taking into account the future
development of Hong Kong and the successful implementation of the principle of
"Hong Kong people ruling Hong Kong".

In recent years, public grievances have been aroused because the
Government has been over-bureaucratic in public governance and has
excessively intruded into market operation. Let us take the leasing of units in
the Cyberport and the Science Park for instance. The Cyberport and the
Science Park projects are heavily government-subsidized in terms of land
premium. The objectives are to attract multinational information technology
(IT) enterprises to Hong Kong, to establish their regional headquarters here,
thereby accelerating the development of IT and related industries. With the
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downturn of the IT industry, the Government has adopted a different policy in
their leasing of units in the Cyberport and the Science Park. The effect of this is
detrimental to the rental market of commercial offices. This is one of the
examples that the Government should take into consideration the private sector's
views and sectoral interests. And this is good for the development of Hong
Kong .

The second aspect that I would like the Government to consider is that it
should accelerate instead of slowing down public infrastructure works, in order
to create more jobs and works for the overall improvement to the longer-term
economic development of Hong Kong. Instead of spending billions and billions
of dollars in infrastructure projects which further aggravate our financial position,
I have time and again urge the Government to adopt innovative measures by
introducing private sector finance investment in infrastructure projects. This
could result in quicker implementation of projects and greater number of jobs
created in the construction industry.

The third aspect is that Mr TUNG and the Financial Secretary have talked
about pushing up property prices to restore stability and confidence in the
property market and to improve general confidence in the economy. With the
principle of positive non-intervention in the market, the Government, no doubt,
has done a lot recently, but it should also immediately consider lifting the
restrictions so that mainlanders who invest in the properties of Hong Kong could
be given the right of residence in Hong Kong. This will greatly activate the
market and restore quite a high level of confidence in Hong Kong. And
generally, the economy could improve. This is one of the ways that property
prices could be pushed up slightly.

With these words, I support the motion.
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MR BERNARD CHAN: Madam Deputy, I expect the next policy address to be
frustrating for all of us. The Government will be damned if it does, and
damned if it does not. It must cut expenditure, but it will not do so. It must
raise more revenues, but it will not do that, either.

On the expenditure side, the Government has admitted that welfare and
health spending cannot be reduced meaningfully. Some welfare payments may
come down to reflect negative inflation. On the other hand, our senior citizens'
"fruit money" will be safe. It may be possible to make some hospital charges a
bit more realistic, but not much. The bulk of expenditure is on civil servants'
salaries. A pay level survey will take at least a year to complete, that is, if the
Administration decides to go ahead with it. Thus, nothing much can be done
there.

There may be serious over-manning in some areas, but it seems that the
Government is afraid of laying people off. There is scope for cutting
infrastructure projects. It is good to see the Administration admit that some of
these are not cost-effective. But again, as today's editorial in Apple Daily
shows, many people prefer artificial job creation, regardless of the true costs.

On the revenue side, the Government is prepared to sacrifice income from
land sales in an attempt to stabilize property prices. Property prices and
unemployment seem to override everything else. Raising other revenues —
introducing new taxes, for example — is too unpopular to imagine.
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In fact, everything is too unpopular to imagine. Everything — except the
continued depletion of our reserves.

If the Government really wants to break out of this situation, I can suggest
one way for it to start. Mr TUNG would stand up in this Council to deliver his
policy address. He would announce that he and all his senior Policy Secretaries
are taking a massive pay cut. Let us say 30%. They would still be very
well-paid compared with American, British or other government officials.
They would be sending the message that we must all make some adjustments.
And they would be saying that the process starts at the top.

But I must say, Madam Deputy, I do not expect that to happen. We will
just fall back on those reserves. Easy come, easy go. Let us hope that we
learn how to balance the books before we use them all up.

Thank you.
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MR ABRAHAM SHEK: Madam President, Victoria Harbour is one of the
greatest assets in the development and prosperity of Hong Kong. Hong Kong
has been able to serve as a middleman for China's foreign trade to the world by
providing a sea conduit for its export goods. Today, Hong Kong's Kwai Chung
port is the world's No. 1 port.
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Our port operators are best known for their high standard of efficiency, as
the average turnaround time for container vessels is less than 10 hours, and not
many ports in the world can match this performance. However, it must be
admitted that our charges are the highest in the world: The cost of shipping from
Hong Kong is almost double that of Shenzhen and three times that of Shanghai.

I agree that the terminal handling charges (THC) in Hong Kong is
expensive, but I do not agree that persistent high charges is the fault of the
terminal operators. In fact, by looking at the amount of handling charges alone
and suggest that the terminal operators are earning unscrupulously high profit is
vastly unfair and misleading. To see the whole picture, we must look into the
existing fee structure.

Shipping lines, apart from freight, in theory charge shippers on a cost-
recovery basis to cover their payments to terminal operators for container
handling and other related charges such as storage. Brokerage firm CLSA has
recently pointed out in its analysis report, "Port, airports and bureaucrats —
Restructuring Hong Kong and Guangdong", that shippers claim they are charged
twice the actual charges. Why is there a price difference between the service
provider on the one end and the customer on the other? The shipping lines are
reluctant to explain the cause. They refuse to disclose the details of the basis of
their freight charge and the THC, and regard such commercial information as
highly confidential. Clearly, the terminal operators are not, as many assume,
the culprits behind the high price issue. In fact, the terminal operators have
been bringing down the unit cost of container handling in the past decade, to as
much as 50%. The charges collected by shipping lines, however, have not
sufficiently reflected this downward trend, for they continue to charge the
shippers the same amount as they have done before, without reflecting the
reduction. Again, the shippers are rightfully concerned whether they are being
overcharged. The shippers are quoted as saying that they accuse the shipping
lines "for disguising their charges as a cost-recovery mechanism to increase
revenue at the expense of the shippers in light of weak freight rates".

The THC have been the subject of a long-standing battle among the three
parties, namely the terminal operators, the shipping lines and the shippers. As
the Government points out, this is a commercial issue. The container terminal
of Hong Kong is fully funded, owned and managed by the private sector. The
port operators have to reflect the full commercial costs of the business. The
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present charges merely reflect the demand and supply situation and the
bargaining powers of the parties concerned. The Government should respect
the market mechanism and must not intervene in the commercial issue of the
sector. The issue should be best resolved by the sector itself through working
out a better mechanism for the determination of shipping charges.

The relatively high THC has not reduced Hong Kong's competitiveness as
is evidenced from the continued growth in exports from Hong Kong over the past
decades. The fact proves that price is a factor, but definitely not the only factor,
affecting shippers' decision on where to ship their goods. Obviously,
customers are prepared to pay a premium for Hong Kong's efficiency, but, for
how long?

Having said that, Hong Kong still needs to lower the cost of operation and
charges for container handling in the face of increasingly fierce competition from
other ports in the Mainland, especially following China's accession to the World
Trade Organization (WTO).

It is expected that the WTO agreement would stimulate China's cargo
growth, but at the same time, it would speed up customs reforms in the Mainland,
which would strengthen the competition of ports in the Pearl River Delta. Hong
Kong also has to compete with Shanghai ports over goods manufactured in the
fast industrializing central and western parts of the Maninland.

Hong Kong must not play a passive role and remain unresponsive to these
outside changes. The port operators must constantly seek to improve their
efficiency, lower their cost of operation and, when necessary, adjust their
charges to maintain their leading edge in the market. The terminal operators, as
I said earlier, have done their part over the years. However, the shipping lines
have not. They must follow suit and reduce the THC, so as to improve the
competitiveness of our port in Hong Kong.

The only role of the Government in the port business should be to ensure
the timely provision of port-related infrastructure in the face of the WTO
challenge. It must improve and further expand the present cross-border rail,
road and sea networks to strengthen the links with the Mainland.
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The Government has proposed, without offering a definite completion
timetable, to build a new Port Rail Line connecting Lo Wu to Kwai Chung. I
urge the Government to launch this infrastructure project as soon as possible.
The Port Rail Line, when completed, will greatly facilitate the movement of
goods between Hong Kong and the Pearl River Delta. The Government should
also speed up its own customs reforms to improve the cross-border movement of
container trucks.

Madam President, the economic boom in the Mainland has created strong
competitors for our port. Hong Kong may no longer enjoy the nearly
monopolistic benefits as the only middleman for China's foreign trade.
However, I believe that Hong Kong can still remain as a leading port city as long
as we keep up our efforts in upgrading facilities and improving service quality.
Thank you.
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NEXT MEETING
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Adjourned accordingly at eleven minutes to Ten o'clock.



