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Other Papers

No.4  — Report by the Trustee of the Prisoners’ Education Trust
Fund for the period from 1 April 2002 to 31 March 2003

No.5 — Electrical and Mechanical Services Trading Fund Annual
Report 2002/03
No.6 — Urban Renewal Authority

Annual Report 2002-2003

No. 7 — Electoral Affairs Commission
Report on the Recommended Delineation of Geographical
Constituencies for the 2004 Legislative Council Elections

No.8 — The Government Minute in response to the Report No. 40
of the Public Accounts Committee dated July 2003

No.9 — The Legislative Council Commission's Response to Public
Accounts Committee Report No. 40 on "Subvention for
Staff Emoluments of The Legislative Council
Commission"

®E
ADDRESSES

EFHE B BBAARGA(EE_OO=FtABRNFIKREEZEGEN T
BT ENBTEYL ) ARG HF -

RE_OOC=tAHFREZEEEN+HRRESHNHFTEX
The Government Minute in response to the Report No. 40 of the Public
Accounts Committee dated July 2003

CHIEF SECRETARY FOR ADMINISTRATION: Madam President, laid on
the table today is the Government Minute responding to Report No. 40 of the
Public Accounts Committee (PAC). The Minute sets out the measures the
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Government has taken or is taking on the conclusions and recommendations
contained in Report No. 40.

The Report covers the issue of "Primary education — The administration
of primary schools™ in the Director of Audit's Report No. 39. It also covers
"Subvention for staff emoluments of The Legislative Council Commission™, one
of the four subjects in the Director of Audit’'s Report No. 40 which the PAC has
selected for further investigation. The PAC has taken longer than usual to
examine the first issue. This reflects the thoroughness and care Members took
in their deliberations. The Administration is exceedingly grateful for their time
and efforts going into this exercise.

Dr the Honourable Eric LI, Chairman of the PAC, spoke on 9 July when
tabling the PAC"s Report. | would like to respond to some of his comments.

First on primary education. The Administration has been actively
pursuing the initiative of school-based management since 2000. Under the
initiative, school management bodies have the freedom to make decisions on the
delivery of educational services and the flexibility to deploy resources. In
return, they are held accountable for their performance in the delivery of quality
education and for the manner in which they manage their schools. This
initiative will reform our school sector for the better. We look forward to the
passage by this Council of the Education (Amendment) Bill 2002 which gives
legal backing to this important initiative.

We shall continue to set ground rules and define the scope of a school's
responsibilities and authorities. For schools which are not exercising their
powers responsibly, we will apply the stick.

On the subvention for staff emoluments of The Legislative Council
Commission (LCC), we note the concern of the PAC on the level of the reserve
of LCC. Inresponse, LCC has decided that it does not agree to set a ceiling for
the reserve or to make a one-off payment to the Administration. In accordance
with our Exchange of Letters with LCC, the Administration has not set a ceiling
for its reserve. Notwithstanding this, | want to emphasize that we do monitor
the position of the Legislative Council's reserve. We take the information into
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account when we decide on LCC's bids for resources to fund new or improved
services. Because of this, we have, on occasions, decided to meet only part of
LCC's funding bids. We shall continue with this practice.

The existing funding arrangements have been in place since 1994. We
welcome LCC's suggestion for a review. We shall work together with LCC
and update the arrangements where necessary.

Madam President, | wish to echo Dr Eric LI's remark that the PAC plays
an important role in safeguarding public interests by continuing to prod for the
delivery of high quality public service in an efficient and cost-effective manner.
The Administration looks forward to continually receiving its constructive
comments and sound advice. As always, we shall respond positively and
promptly.
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The Legislative Council Commission's Response to Public Accounts
Committee Report No. 40 on "Subvention for Staff Emoluments of The
Legislative Council Commission*

MS MIRIAM LAU: Madam President, | am grateful to you for giving me
permission to address the Council on a paper by The Legislative Council
Commission (LCC) which | present in my capacity as its Deputy Chairman.
The paper sets out LCC's views and measures that will be taken on the Public
Accounts Committee (PAC)'s conclusions and recommendations in the PAC’s
Report No. 40 in relation to Chapter 5 of the Director of Audit's Report No. 40
on "Subvention for Staff Emoluments of The Legislative Council Commission".
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The gist of LCC"s response is as follows:

1)

()

(3)

First, LCC agrees to inform the Financial Services and the Treasury
Bureau of any material deviations from the guidelines laid down in
the Financial Services and the Treasury Bureau Circular
Memoranda and explain such deviations publicly through press
release and/or press briefing in future.

Second, LCC does not agree that a ceiling be set for its reserve for
the reasons stated in the paper. LCC has also decided not to make
a one-off payment to the Administration.

Last, but not the least, in view of the lapse of time since the
establishment of LCC, LCC considers it opportune to review the
existing funding arrangements for LCC. We shall approach the
Financial Services and the Treasury Bureau for such a review.

Madam President, as you very well know, LCC, being financed by public
funds, has always been conscious of the need for economy. | am sure, under
your able leadership as Chairman of LCC, we will continue to be prudent in the
management of its financial resources in future years.

MAOREE

ORAL ANSWERS TO QUESTIONS

R HEA B -HESH -

XBBIABIFHAEIF
Switching University Education System from Three-year to Four-year

1.
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SECRETARY FOR HEALTH, WELFARE AND FOOD: Madam President, |
would like to thank the Honourable Michael MAK for moving this motion which
highlights the importance and urgency of preparing Hong Kong for the possible
resurgence of SARS, and for all the comments and suggestions made by other
Members which will be helpful in our preparation. | can assure Members that
we are vigilant and will remain vigilant in our fight against any possible
resurgence of SARS.

| would like to take this opportunity to sum up what has been done so far to
prepare for this possible resurgence. | would first like to describe our
preparatory work, and then discuss how we propose to take forward the
recommendations of the SARS Expert Committee Report.

We announced in September a comprehensive strategy, presented as this
Checklist of Measures, to combat SARS. The Checklist reflects the
three-pronged approach adopted by the Government, and | would encourage
Members of the Legislative Council to actually read them:

First, we have put in place comprehensive and cross-community disease
preventive measures to guard against the resurgence of the disease;

Second, we have maintained a close and effective disease surveillance
system; and

Third, we have prepared contingency plans to deal with the possible
resurgence of SARS at all levels to combat the disease swiftly and responsively.

The package of measures in this booklet covers both short-term and some
of the longer-term measures, which should have addressed the major concerns
raised by Members at today’s meeting. | do not propose to repeat them in detail
but suffice it to say that these measures cover a large variety of the work in
tackling SARS, which focus on quarantine and health measures in forestalling
import and export of cases, strengthening disease prevention in 17 different
sectors of the community, including the educational, housing and welfare sectors,
overall environmental hygiene, public education and mobilization of various
sectors of the community, strengthening and enhancing collaboration and
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co-operation with the Mainland and the international community, and developing
different levels of contingency plans.

In this context, Members may be aware that we have formalized the
notification system with our colleagues in Guangdong Province and last month,
we exchanged for the first time information on 28 infectious diseases and this
will occur on a monthly basis in the future. We have also established a
mechanism whereby we will be informed of any unusual diseases or outbreaks in
Guangdong Province as soon as they are aware of it. | think Members need to
be aware that there are limitations in the notification system on the Mainland
because under the infectious diseases ordinance on the Mainland, the information
needs to be provided only by the Central Government, and these are some of the
constraints in the notification system. However, we have now overcome these
barriers and the Central Government has already agreed to provide this
information to us by Guangdong Province.

In terms of preventive measures, our preventive measures cover a large
number of sectors. | just want to highlight some of them which have been the
subject of comments by some Members today.

In terms of infection control, we have heightened our state of preparedness
in our public hospital system. One of our most important priorities is to
minimize the risk of infection by our health care workers. With the support of
Honourable Members, the Government has already established the Training and
Welfare Fund for the Hospital Authority (HA) in June this year for the purpose
of providing infection control training to all levels and disciplines of our health
care staff. Under the Fund, $130 million has been earmarked for the HA to set
up an Infectious Disease Control Training Centre under the Hospital Authority
Institute of Health Care and to finance various infection control training
programmes. The new Training Centre is tasked to identify and develop
training programmes for HA staff across all disciplines. In order to ensure that
all staff will have the essential knowledge and skills in infection control, the HA
will provide all staff with induction training, and those staff who have daily
contact with patients will be asked to attend an annual refresher course. More
intensive training will be developed especially for doctors, nurses and allied
health professionals. Apart from the programmes to be provided internally by
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the HA, we will take advantage of the training opportunities provided by tertiary
institutions, health care establishments and professional bodies both locally and
abroad. Between March and September, 1 860 classes were conducted to train
health care workers in infection control. The HA will also send over 800 staff
each year to attend training programmes of various types and durations outside,
such as clinical attachments and postgraduate diploma courses.

In terms of personal protective equipment, to allay the concern of staff
over the supply of personal protective equipment and as part of the HA's
contingency plan, the HA has already built up a three-month contingency stock
of all the necessary items. The HA has also strengthened its network of
suppliers so as to ensure a more reliable supply assuming a peak usage rate.
The arrangement for distributing personal protective equipment to the cluster and
hospital levels has also been reviewed. The Department of Health (DH) has
also stocked adequate quantities of protective gear for use by staff during disease
outbreak.

As part of its effort to strengthen training in infection control, the HA will
step up staff education on the HA's guidelines on the recommended personal
protective equipment and on the proper use of such equipment. The DH has
also strengthened infection control training and organized SARS-specific courses
for nurses working in the DH and the Food and Environmental Hygiene
Department since September 2003.

In terms of isolation facilities in public hospitals, the recent SARS
outbreak revealed the need to enhance and expand the isolation facilities in the
public hospital system. To prepare for the possible resurgence of SARS, we
have to urgently enhance the isolation facilities for handling SARS patients in the
public hospital system. As Members are aware, on 18 July 2003, the Finance
Committee of this Council approved a funding allocation of $409.6 million for
carrying out conversion works in nine major public acute hospitals to provide
1 290 isolation beds which should improve infection control facilities for
handling SARS.
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In drawing up the detailed design of the isolation facilities, we have made
reference to international standards to ensure that the appropriate infection
control provisions would be incorporated. Staff have also been consulted to
ensure that the new isolation facilities would be able to meet the requirements of
future users.  The new isolation rooms, which the Honourable Mr MAK and the
Honourable Dr LO had a chance to view, would have features including creation
of negative pressure gradient in patient rooms, provision of 100% fresh air
supply, dilution of bio-load in sufficient air change rates, installation of high
efficiency particulate air filters to filter out droplets and aerosols, and provision
of en-suite toilet/shower facilities in ward cubicles, and so on. Infection control
facilities for hospital staff, such as gowning/de-gowning areas, changing rooms,
shower facilities and clinical wash-hand basins, would also be provided.

As the works involve insitu conversion of existing wards, the
Architectural Services Department and the HA have had to overcome very
considerable difficulties in expediting works progress without affecting the
operations of the hospitals concerned. We expect that the first batch of
approximately 900 isolation beds would be made available in the nine hospitals at
the end of this month, and we will certainly expedite the works of the remaining
390 beds if possible.

We will also carry out conversion works in the remaining five public
hospitals, namely, Caritas Medical Centre, Yan Chi Hospital, North District
Hospital, Tseung Kwan O Hospital and Ruttonjee Hospital, to provide in
addition to the 1 290 isolation beds, another 150 isolation beds towards the end
of this year, certainly by the early part of the year 2004 using other funding
sources.

We will also enhance Hong Kong's capacity to prevent and control future
communicable disease outbreaks by setting up a Centre for Health Protection.
The new organization should not only have professional knowledge and expertise
in combating communicable diseases, but also the administrative skills and
statutory power to co-ordinate various government departments and the
community when dealing with health threats and emergency response to
outbreaks.
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| think it is in this context that several Members asked why there was not
the capacity in the public health system at this point in time. | think this is a
question which the Expert Committee did try to answer. When you look at the
work of trying to deal with new infectious diseases, public health systems all
over the world have great difficulties. Even in America where there is a very
large centre for disease control, it is no easy task to be able to identify a new
disease and to combat it within a very short timeframe. The instances we have
quoted, which Members are aware of, are how AIDS was dealt with in America.
It took more than two years before the HIV virus was identified in the United
States. It took a long time before the pattern of HIV was recognized, leading to
the syndrome being coined and recognized, and subsequently public health
measures taken.

When you look at the instances of the West Nile virus which has led to a
very large outbreak in New York, and which is now spreading right through the
east coast of America, it took the public health authorities several months before
the West Nile virus was even recognized. So | think it is in this context that
Members need to realize the difficulties and challenges new diseases pose to
public health systems. In Hong Kong, we have a small public health system.
The experts have talked about the necessity to link up with other public health
systems in this part of the world and in other parts of the world. This is
something we are working towards, and thereby, we are trying to strengthen this
public health function by creating this Centre for Health Protection.

In terms of elderly, we have also paid special attention to the protection of
another high-risk group who are relatively more prone to infection by SARS.
They are the elders living in elderly homes. The DH has already visited all
elderly homes to assess possible improvement areas in their infection control
measures to be addressed in future training programmes. The Social Welfare
Department (SWD) will also be amending the Code of Practice for elderly homes,
requiring them to designate an infection control officer in all elderly homes who
is responsible for dealing with infection control measures, particularly the early
detection and reporting of suspected outbreaks. My colleagues are already
conducting briefing sessions and training programmes for the officers to remind
them of their responsibilities. To ensure consistency and coherent information
exchange during crisis time, an enhanced information exchange system has been
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set up among the DH, the HA, the SWD and the elderly homes, where
procedures and roles of the parties concerned are clearly defined. The DH will
issue a new set of guidelines on prevention of infectious diseases in consultation
with the HA and the SWD for distribution to all elderly homes this month.

We have also initiated a review of our infectious disease and quarantine
ordinance to ensure that the old but still relevant ordinance will continue to meet
our public health requirements.

In terms of maintaining close surveillance, our disease surveillance
capacity in the community setting is now stronger. Our first line of defence, the
health check measures at all border control points, has been and will continue to
be strictly enforced, and has been strengthened.

If SARS does re-emerge, the DH will be alerted promptly because SARS
IS now a statutorily notifiable disease. We have also informed the medical
professions of the World Health Organization (WHO) definition of SARS Alert,
the clinical case definition of SARS and the laboratory case definition of SARS,
which are all revolving and which are also adopted in Hong Kong, so that the
health care professionals will be able to contact the DH if they encounter cases
which fulfil these criteria.

The incident of a woman who was once suspected to be a SARS case but
subsequently confirmed negative shows that greater support to the private
medical sector in laboratory tests for SARS is necessary and will be beneficial.
In this aspect, | would like to point out that the Public Health Laboratory Centre
(PHLC) of the DH has been providing laboratory support for SARS-corona virus
testing to private laboratories and has been carrying out Polymerase Chain
Reaction (PCR), culture and serology tests for SARS from private laboratories
and public hospitals since the SARS outbreak in March. The particular
laboratory which turned out this false negative test for SARS was really not
licensed to provide the test.

To facilitate early detection and reliable testing of SARS, the PHLC will
provide public health laboratory consultation services for private hospitals and
SARS tests for hospital patients with clinical indication for testing. For public
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hospitals, there is a Hospital Infection Control Officer who will verify with the
physician-in-charge for cases suspected of SARS, and inform the Chairman of
the Central Committee on Infectious Disease of the HA Head Office on a
24-hour basis, and register this in the eSARS system. Both the HA
Headquarters and the DH Headquarters, as well as the relevant Regional Office
of the DH would be notified as soon as possible within the same day, and the DH
will be given access to the eSARS system within 24 hours, when the HA issues a
SARS Alert or if there is a clinical and laboratory confirmed SARS patient in
Hong Kong.

Turning on to the contingency plan, the Health, Welfare and Food Bureau
has prepared an overall government emergency response mechanism. The
mechanism categorizes virtually all possible scenarios into three levels and
establishes government response at each level. The plan provides a clear
command structure for strategic decision-making, sets out distinct roles and
responsibilities for different parties and establishes the line of command for
launching various types of operations and the required response time where
appropriate. The plans have largely been put in place and necessary exercises
are being or will be conducted. Indeed, the DH and the HA have already
conducted a number of these drills.

| would like to clarify the comments made by Members relating to the
systems of the HA and the Government's SARS alert system. | think if
Members read the alert systems of the HA, you will be aware that what in fact
the HA is talking about is an outbreak alert system. It is not a SARS alert
system. The outbreak alert system is intended to capture early pre-alert signs
when groups of individuals in a hospital come up with the respiratory illness but
are not SARS patients or have not been diagnosed as SARS patients. This
system is in fact a pre-SARS alert system which then denotes that the
management has to be alerted and has to investigate it. The Government's
SARS alert system is very definitive and the HA system is intended to
complement the government system. So, the red-yellow-green system is a
complementary system to the Government's SARS alert system. It is not a
system parallel to the government system.
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Apart from the clear command and control arrangements, the requirement
for various government departments and agencies to develop their own
emergency plans in collaboration with our neighbours in the Pearl River Delta
and the international community is also an integral part of our contingency
planning. Because each subsector has got to develop its own contingency plans,
it is the Government's overall plan which will then co-ordinate the totality of the
plans of each sector. We are also encouraging and facilitating different sectors
to prepare their own contingency plans and to conduct regular drills to ensure
that all parties concerned are familiar with these plans.

The health sector's outbreak control plan actively involves the private
sector. The DH will disseminate the latest information to private hospitals and
medical professionals in the private sector, and the HA will communicate closely
with the private sector medical professionals on clinical management and the
provision of medical services.

The Government has been in close liaison with the private sector to work
out mechanisms of communication and initiate discussion on the provision of
medical services. We have held a series of discussions to assist the private
sector in establishing outbreak control plans and channels of communication in
case of an outbreak. We have also initiated discussions to develop models of
co-operation between the public and the private sectors. The HA will share
with private hospitals guidelines on infection control and information on
infectious diseases.

All the government departments and agencies concerned are working hard
to implement the measures listed in the Checklist. | am confident that with all
these enhanced notification and response system and improved facilities, we are
certainly much better prepared should there be a re-emergence of SARS.

Now turning to the last part about the SARS Expert Committee Report, the
SARS crisis, as Honourable Members said, has been a painful experience for all
of us. It has also been a very humbling experience for all of us, in particular
myself. As Sir Cyril CHANTLER, the Co-Chairman of the SARS Expert
Committee said, | totally agree that one of the ways of doing justice to those who
have suffered or to those who have lost the ones they love is to offer our very



IEE — 2003F 10 A 15 H
LEGISLATIVE COUNCIL — 15 October 2003 121

best to be sure that such a situation will not ever happen again. Most of the
things included in the Checklist, and what | have mentioned earlier, are only the
fundamental things we must continue to do. Obviously, we need to do much
more.

With reference to some of the comments made by Members relating to the
death rate, the outbreaks at Amoy Gardens, treatment and rehabilitation,
psychosocial support, | believe the Expert Committee has given a very thorough
account of some of the issues and how the Government has dealt with them. It
iIs not for me to explain the reasons why they came to such conclusions.
However, | would like to touch on one or two issues. In terms of death rate, an
Honourable Member said that Hong Kong has the highest death rate. | believe
the Expert Committee has very clearly analysed in its report that Hong Kong's
death rate was really no different from the death rate in other countries. In fact,
the only exception was that there was a much higher death rate in Taiwan and a
much lower death rate on the Mainland. In Toronto, in Singapore, in Hong
Kong, the death rates were similar. So, | just want to highlight that point.

I would also like to say something about treatment and rehabilitation
because this was one of the recommendations made by the Expert Committee. |
would like to assure Members that in terms of rehabilitation and better
psychosocial support to families of deceased patients and recovering patients, the
SWD and the HA have been putting in a lot of efforts to support family members
and some of the patients who are recovering from SARS. However, these jobs
are not easy and we do recognize the need to do more. | have already asked the
SWD and the HA to review the support we have given to the families of deceased
patients and to rehabilitating patients, and we are reviewing the other financial
support we need to provide for the families of the deceased patients because we
know that some of the existing mechanisms are inadequate. So, we will be
reviewing that and hope to be able to come up with a new package in the near
future.

In terms of treatment to SARS patients, Members here have made a lot of
comments relating to the death rate and the treatment. | think the medical
professionals here, including Dr LO and Dr TANG, will realize that for a new
disease, there is no established or proven treatment, and doctors have got to do
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their best, base on clinical judgement to decide what is the best for patients. In
the treatment of SARS in Hong Kong, all the treatment programmes were done
or prescribed by doctors, basing on their best knowledge and acting in the best
interests of the patients. Obviously, at a time when SARS broke out, when we
did not even know which agent was responsible for SARS, these were really the
best guesses. Certainly, there needs to be a review of the best treatment needed
to be given to patients, and one cannot do this without doing a clinical trial.  So,
there will be very contentious issues in the future should there be a new SARS
outbreak, whether patients should be subject to clinical trials. | will be very
happy if Members can suggest a better way of dealing with the problem.

Members, | would also like to make a few comments on the select
committee before | end because Members here have mentioned about the select
committee. Obviously, there are a lot of very valid questions and concerns
expressed by Members. | think the select committee will deal with them.
Obviously, I think I look forward to working with the select committee to clarify
some of your questions and concerns. But | am also quite concerned about
some of the conclusions and preconceived opinions and conclusions expressed by
some Members here today. | hope they will in no way affect the objectivity of
the work of the select committee.

The SARS Expert Committee has also helped us a great deal in making the
first important steps, that is, to conduct a comprehensive review of our current
public health system and to identify our weaknesses which we must address in
order to avoid another attack by SARS. The Committee has proposed a total of
46 recommendations. We have set up a Task Force to co-ordinate the
implementation of these recommendations. The Task Force has already met to
discuss the recommendations and assign tasks to respective parties. The Task
Force has also set the timeframe for each of these recommendations. Some of
the more immediate tasks will be accomplished in the short term (that is, within
six months), while some will take longer to plan, develop and achieve. | must,
however, add that all the urgent tasks in relation to the recommendations have
already been put in place, and most of them have already been included in our
Checklist of Measures to combat SARS. | will also ensure that the remaining
tasks arising from these recommendations, taking into account comments from
Members and from the Health Services Panel, are fully implemented in the
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soonest possible time. The Chief Executive has also appointed a Monitoring
Committee comprising the two chairpersons and the two local members of the
SARS Expert Committee. We are also very pleased that the Honourable Dr LO
Wing-lok will also be part of this Monitoring Committee which will monitor the
implementation of the task group.

Last but not least, we will continue to solicit support from the community.
We have also emphasized public education and put public communications on the
top of our SARS agenda in order to gain the co-operation of the public. To
keep members of the public on high alert against SARS and to maintain
awareness on environmental hygiene, we will continue with our public education
work using all possible mass media channels. With the support from the public,
70% of the 85 district hygiene black spots including rear lanes and private streets
drawn up in the Team Clean exercise have already been cleared, and Month-end
Cleansing exercise with community involvement has also been introduced in all
18 districts since March this year.

In conclusion, Honourable Members, | hope you are convinced that many
of our short-term measures have already been put in place. The implementation
of other medium or long-term measures is also in full steam, and | certainly ask
for your support to these measures. To answer to the Honourable Audrey EU,
my own personal commitment towards my work and the work of SARS is
staunch, and will not Dbe influenced by figurative expressions of my
preoccupations with many things in life. | think we all think about many things
on a day-to-day basis — we think about life and death, we think about our work,
we think about our families, but that should in no way negate our obligations and
commitment towards our primary work. | can assure the Honourable Audrey
EU that my commitment to my work will continue, as long as | remain in my
office. Please be assured that the Government will leave no stone unturned and
we will provide our best endeavours to prevent and prepare for the resurgence of
SARS. We would also like to ask you for some of your confidence in the work
we do. Thank you very much.
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MR LAU PING-CHEUNG: Madam President, as it is widely acknowledged,
tourism is one of the pillars bolstering the economic recovery of Hong Kong.
With the Mainland as our first and foremost source of tourists, we appreciate the
enormous efforts made by the Administration to obtain approval for mainlanders
to visit our territory individually. But let me caution that this is just the first
step in the right direction. If the arrangement is not followed through with
supporting border crossing measures to encourage and attract visitors from the
Mainland, we are not just letting slip a golden opportunity, but also tarnishing
our hard-earned name as an efficient and effective community.

Even before the introduction of the latest tourist arrangement, visitors
from the Mainland have been on the increase in recent years anyway.
According to official figures, visitors arriving in Hong Kong over land at the
various border crossings totalled 118 million in the year 2002 and are estimated
to reach 251 million by 2016. Easing passenger congestions at the boundary
control points is a real and pressing issue now that even more visitors from the
Mainland are anticipated on a daily basis.

Indeed, it is public knowledge that agreement in principle has recently
been reached among the Central Government, Guangdong Province, Macao and
Hong Kong to proceed with the much talked about Hong Kong-Zhuhai-Macao
Bridge. This is a new addition to the Administration's plan to cope with the
increase in cross border traffic with additional infrastructures like the
Shenzhen-Hong Kong Western Corridor, Sheung Shui to Lok Ma Chau Spur
Line and the Deep Bay Link. Yet, they are due for completion not until 2005
and 2006 at the earliest. As a responsible Government, a proactive approach
should be adopted to cope with any possible problems which may arise in the
interim.  For one thing, we certainly would not want mainlanders to have
second thoughts about visiting Hong Kong because of any unpleasant experience,
such as unduly long waiting for customs or immigration clearance at the border
crossings.

| agree with the Honourable Miriam LAU that multi-pronged tactics are
desirable for avoiding possible congestions at the border crossings. Advancing
the completion dates of some, if not all, of the infrastructural projects to the year
2004 should help ease tremendously the anticipated congestion problem. We
understand that these construction projects take time to complete. This is why
measures are also necessary to meet the increasing needs in the interim. One
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possible option is manpower redeployment. As proved by the order and
efficiency we witnessed at the border crossings over the National Day holidays,
immediate improvements can be effected under the co-ordinated efforts of the
departments concerned. Extending round-the-clock operation to control points
in addition to Lok Ma Chau should also be considered, since statistics for May to
August 2003 show that the new operation mode is increasingly welcomed by
passengers.  Other options which are worthy of consideration include
improving the border crossing facilities at Man Kam To and Sha Tau Kok,
increasing the quota granted to cross-border coach operators, and improving
through train, ferry and even helicopter services.

| also agree with the Honourable James TO that security should by no
means be compromised when the Administration strives to improve passenger
flow at the border crossings. There have already been worries that the influx of
mainland visitors may have encouraged criminal activities. | am glad to note
that there have been no signs that this is the case and hope the Administration
will take appropriate measures to ensure the safety of both Hong Kong people
and visitors from the Mainland. Upholding law and order should be our top
priority since this will also affect the Central Government's confidence in Hong
Kong's readiness to receive more visitors.

When people travel, they look for pleasure, relaxation, comfort and safety.
Their enthusiasm for a certain destination is easily dampened by anything
negative about the place, be it rumour or fact. Image is something that takes
years to build up but just one single incident to dismantle. Just when Hong
Kong is on the road to a long overdue economic recovery, hiccups are not what
we want right now. What we need to do is to convince the Central Government
and the general public on the Mainland that Hong Kong is fully capable of
handling even heavier cross-border passenger flow if the new travel arrangement
Is extended to more cities and provinces. Only then can we seize the
opportunity and add impetus to our economic growth. | hereby urge the
Administration to explore every possible means to maximize the benefits which
come with the new travel arrangement for mainlanders to visit Hong Kong
individually.

Madam President, with these remarks, | support the motion and the
amendment.
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Adjourned accordingly at twenty-four minutes past Nine o*clock.
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Appendix

WRITTEN ANSWER

Written answer by the Secretary for Financial Services and the Treasury to
Ms Emily LAU's supplementary question to Question 6

As regards the specialized on-site examinations conducted by the Hong Kong
Monetary Authority (HKMA) in June and July this year, the HKMA has
provided the information as follows:

1.

The number of specialized on-site examinations carried out by the HKMA
in June and July in the light of the issues arising out of the Bank of China
(Hong Kong) Limited (BOCHK) case and the follow-up actions as a result
of these examinations

The HKMA conducted 46 on-site examinations as part of the exercise of
its supervisory functions in June and July. These examinations include
specialized examinations on 10 authorized institutions made in the light of
issues arising out of the BOCHK case with the aim of establishing that
prudent lending policies, practices and procedures were being followed by
the institutions concerned. As with other examinations conducted by the
HKMA, areas for improvement, none of which was considered serious,
were noted, and remedial actions were required to be undertaken by the
institutions concerned.

Whether the results of the examinations were submitted to the Chief
Executive and the Financial Secretary

No. The HKMA does not make disclosures to the Chief Executive or the
Financial Secretary of normal supervisory matters. Specialized
examinations are part of the HKMA's standard procedures to look at the
conduct of identified business lines across a number of institutions in order
to determine whether effective policies, practices, procedures and controls
are in place. The HKMA has conducted a number of specialized
examinations in the past in relation to a variety of business lines: examples
of the nature of these examinations may be found in successive HKMA
Annual Reports. Specialized examinations are standard practice followed
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by supervisors globally to promote adherence to best practices. The
HKMA monitors the implementation of actions taken by banks to address
any issues raised during the inspection process.

We consider that it is neither necessary nor appropriate to report the
results of normal supervision work to the Chief Executive or the Financial
Secretary. In any case, under the Banking Ordinance the Monetary
Authority is permitted to disclose information arising from the exercise of
its supervisory functions only in very narrow circumstances.*

3.  The number of problems and weaknesses identified in on-site examinations
in the past three years and the actions taken to address these problems and
weaknesses

The HKMA conducted a total of 778 on-site examinations in the three
years to end-2002. It is not unusual for the HKMA to identify areas for
improvement in institutions where an examination is conducted. Indeed,
one of the objectives of such examination is to detect any potential
problems before they become serious. Examples of areas for
improvement that were identified include:

- strengthening corporate governance;
- strengthening and formalization of policies and procedures;
- improvements in documentation standards;

- Improvements in certain risk management procedures and internal
control system;

clearer segregation of control functions;

1 Under section 120 of the Banking Ordinance, the Monetary Authority may only disclose information arising
from the exercise of his functions under the Ordinance to the Chief Executive or the Financial Secretary if he
is of the opinion that such disclosure is in the interests of depositors or potential depositors or the public
interest, or such disclosure will assist the recipient of the information to exercise his functions and the
disclosure is not contrary to the interests of depositors or potential depositors or the public interest.

WRITTEN ANSWER — Continued
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- more robust loan approval, loan loss provisioning and classification
systems;

- strengthening compliance and internal audit functions; and
- more robust management information systems.

Since these areas for improvement vary considerably in scope, scale and
degree of seriousness, it would not be meaningful to provide a total figure.

At the end of an examination the HKMA, where warranted, will require an
action plan for implementing the recommendations arising from the
examination. The HKMA monitors the implementation of the action plan
as part of its ongoing supervision of the institution. It is a feature of the
HKMA's method of supervision to require senior management of
authorized institutions to tackle these issues. This helps foster the
development of an appropriate corporate culture and is cost-effective in
terms of the use of the HKMA's resources in the discharge of its remedial
functions. The HKMA monitors the implementation of remedial actions
taken by the relevant institutions" senior management, who are themselves
subject to the Monetary Authority's supervising powers.

It is important to note that it is quite normal for the HKMA to identify
areas needing improvement during these examinations. That is the
purpose of the exercise. The HKMA takes an active approach in helping
institutions improve their systems and procedures and to ensure that best
practices are migrating through the banking system. This does not imply
that there are problems with the safety and soundness in the banking
system. Hong Kong's banking system has shown its ability to adopt good
practices during a period of considerable change in the industry and
against a very challenging global environment. The banking system's
resilience has been demonstrated by its performance during very difficult
economic conditions locally, regionally, and globally.



