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The following papers were laid on the table pursuant to Rule 21(2) of the Rules
of Procedure:
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Subsidiary Legislation

Statutes of the University of Hong Kong (Amendment)
Statutes 1998. ...

Boilers and Pressure Vessels (Exemption)
(Consolidation) (Amendment) Order 1998 .........

Antiquities and Monuments (Declaration of Historical
Building) Notice 1998.........cccviiiiiiiiiiieienn.

Tax Reserve Certificates (Rate of Interest) (No. 3)
NOtICE 1998 ... e

Industrial Training (Clothing Industry) (Amendment)
(No. 2) Ordinance 1995 (31 of 1995)
(Commencement) Notice 1998 .............ccceenet..

Import and Export (Registration) (Amendment)
Regulation 1995 (L.N. 544 of 1995)
(Commencement) Notice 1998 .............ccceennt..

Hong Kong Special Administrative Region Passports
(Appeal Board) Regulation (L.N. 91 of 1998)
(Commencement) Notice 1998 .............ccceennt..

Road Traffic (Construction and Maintenance of
Vehicles) (Amendment) (No. 3) Regulation 1998.
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L.N. No.
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Revised Edition of the Laws (Rectification of Errors)
Order 1998... .. 307/98

Volunteer and Naval Volunteer Pensions Ordinance
(Amendment of Schedules) Order 1998............. 308/98

Barristers Disciplinary Tribunal Proceedings

(Amendment) Rules 1998 .........ccoovviiiiennnnn.. 309/98
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Sessional Papers

No. 19 — Report on the Administration of the
Immigration Service Welfare Fund
prepared by the Director of Immigration
in accordance with Regulation 10 of the
Immigration Service (Welfare Fund) Regulations

No. 20 — Hong Kong Trade Development Council
Annual Report 1997/98
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Report

Report of the Committee on Rules of Procedure of the Legislative Council
of the Hong Kong Special Administrative Region on the Procedural
Arrangements for implementing Article 79(6) of the Basic Law
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Report of the Committee on Rules of Procedure of the Legislative Council of
the Hong Kong Special Administrative Region on the Procedural
Arrangements for implementing Article 79(6) of the Basic Law
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B HMEAOREE
ORAL ANSWERS TO QUESTIONS

TR EH - BN KA EEE—MEFNT o mEEE R R 15
- RREREMAEIREZRERE MIHAILEEE 2R —HE
Ho NES UM ERERRER NhEkeraF (REHA) B -

FHHEW BOoMESR -

RAREEE S EEER
Construction of a Multi-storey Carpark in Stanley
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MR RONALD ARCULLI: Madam President, when 1| first heard the answer
given by the Secretary for Transport, my heart went out to him, because |
thought this was out of "Yes, Minister”. | was about to ask him whether he
would be prepared to withdraw the answer and give us something sensible, but
that has not been said.

He told us that the building of a carpark might not be commercially viable.
Perhaps, he can elaborate why it may not be commercially viable. Is it because
of the land premium expected, will that be too high? Or, could there be, for
Instance, a combination of carpark and other uses for the proposed multi-storey
building?

TR E@mERE -
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SECRETARY FOR TRANSPORT: Madam President, the suggestion that it
may not be commercially viable comes from some of my expert advisers, but |
do not necessarily subscribe to that view. And that is why | would push very
hard to get my colleague, Mr LEUNG, to ensure that this site would be on the
Land Sales Programme. The trouble is that we have to wait until the next
financial year before we could be able to see any land sale coming forward.

Thus, you can take it from me that we will certainly try to test the market.
It ultimately must be the market that determines whether it is viable or not.

EFE O ARBIGHEE
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Construction of West Rail Mei Foo Station at Lai Chi Kok Park
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25 7 & G Y L R
Supply of Pharmaceutical Products

9. DR LEONG CHE-HUNG: Regarding the supply of pharmaceutical
products during the period when the new Hong Kong International Airport was
experiencing a chaotic situation in cargo handling service, will the Government
inform this Council whether it knows:

() the number of consignments of pharmaceutical products that have been
delayed and for how long;

(b) if the Hospital Authority (HA) or the Department of Health (DH) have
been short of supply of pharmaceutical products during the period;
and

(c) if there is any mechanism or contingency plan in place in the HA or the
DH to help patients obtain pharmaceutical products which have been
in short supply due to delay or loss of the consignments?

SECRETARY FOR HEALTH AND WELFARE: Madam President,

(a) We have not received any reports of major medical supplies problems
arising from the new airport's recent difficulty with cargo handling.
During the period in question, the DH received two requests for
assistance from wholesalers, and on both occasions, the DH
successfully helped the wholesalers to obtain early release of the
pharmaceutical products concerned. There was only a delay of a few
days. During the same period, the HA issued three testimonial letters
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to assist its suppliers to obtain early delivery of medical supplies from
the cargo handler.

(b) Neither the HA nor the DH experienced any shortage of supply of
pharmaceutical products during the period in question.

(c) It is normal practice for the HA and the DH to keep sufficient buffer
stock of pharmaceutical products to avoid shortage of supply due to
delay or loss of consignments. At times of shortage, arrangements
will be made to share out the stock amongst different pharmacies in
order to maintain continual supply to all patients. Purchases can be
obtained from the local private sector, and where possible, substitutes
may be used.

BR#AENEAZEEN EHEAB
Listing of Government-owned Infrastructural Facilities
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Figures on Bankruptcy Cases
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(b)
(c)
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TR ER
Development of Industrial Estates
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b £

Annex

T ds TR Ay L3
Types of Industrial Operations in the Industrial Estates

itz s
No. of factories
LR RIS TCRA TS0 TP T SE A L/
Types of Industrial  Tai Po Industrial Yuen Long Tseung Kwan O Total
Operations Estate Industrial Estate Industrial Estate
REEEAT
Building materials 3 6 - 9
L2 REE
Chemical and gases 3 3 2 8
Dyeing and finishing - 4 - 4
BT
Electronic parts 7 1 2 10
Bin S AR
Food and beverages 13 2 2 17
P e Z 14
Machinery and parts 12 1 3 16
BBE R
Metal parts and products 10 4 - 14
HABLESE
Other manufacturing 5 4 2 11

ik B 5 R HL ML E i
Paper packaging and other
products 4 4 - 8

Pharmaceuticals - 5 1 6

clized
Plastic resins and plastic
products 8 4 - 12

EITR Kz HH iR
Printing and publishing 4 3 3 10

AR B SR
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Service and support 9 5 3 17
a7z

No. of factories 78 46 18 142

BENZARBARORZARD
Subvention to Multi-service Centres and Social Centres for the Elderly
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7S #T HE E B S AV K 1 f A
Fishing in the Water Surrounding the New Airport
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ENEEBRARRIZEEREK
Entry Visa Requirement of Ethnic Chinese Indonesians
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(b)

(c)

(d)

(e)

1997 £ 1998
5 H 11 658 % 10 953 # ( N 6.0%)
6 H 21 463 % 8 853 # ( M 58.8%)
TH 23 615 % 8 662 ( M 63.3%)

£ Bt > FFEEAKAEERSMENEES DENVEEE AL
I N A1

1997 £ 1998
5 H 2 481 %4 3 425 % ( E7F 38.0%)
6 H 3 110 #% 3 294 % ( EFF5.9%)
TH 3 317 % 4 184 % ( EFF 26.1%)
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HEHEGEREBRTSEARAEBER  ZHEFEAGHEBE K
{I%Ulmﬁﬂ FEZE  ARREHRE -

FRAEHEERVHFIBERBFCIZEHEOEZRBFTOT ¢

1998 4F A 75 Ml 55 JEAL e x
5 H 566 546
6 H 847 832
TH 705 685
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BRSSP SET R
Ultra Vires Acts by Government Departments
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20,
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26.

13,

13.

Searches may be made, and certified copies granted

The Registrar may allow searches to be made amongst all certificates,
licences, registers, and indexes in his possession and give a certified
copy of any entry therein, and issue a certificate to the effect that there is
no record of a marriage between certain persons named having taken
place.

ke (EWEIEREEE) (E 17188 )

AAHERBHZERANES

BREWNENFHEOMAEBIT AN ME SN AEES  #EWE - i
R 58 51 - 3w 28 H o (R B2 H A9 RZ RS B A - IR AT 8 RS I LUR
450 3 Ay NS AR B R R A AC A A AU AC 8k e

Searches may be made and certified copies granted

The Registrar may allow searches to be made amongst all certificates,
registers and indices in his possession for the purposes of this Part and
may give a certified copy of any entry therein, and issue a certificate that
there is no record of a marriage between certain named persons having
been registered under this Part.

#1988 A TRV B
Assistance to People Travelling Abroad

1. BBEBE  £F 4G G H MR IE B 7 905 058 17 18k
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() & & E R E Sl I I 5% A£G A6 0 R A i (e BE i 1 A BT = OR 1

s/

(D)  Bjrf 32 it (] 72 1% 7 B W 1 &5 P17 1 B 3% 5 & 8 S B L 1 44t I JF e 75 B

BRI (FH T o A0 3 RN 1F B A BT R SR A A B R A B e
BTG BC A 1B FE & AT



62

TEE — 1998 F 98 9 H
LEGISLATIVE COUNCIL — 9 September 1998

(c)

(d)
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B RE s B ERA AL
Legislation Against Driving in a Negligent Manner

18, BX

(a)

(b)

(c)

EEE AL EHNAE -
VAlHG & TGN & e 0 B BN £ R 5 5 W 5 2 Y

EBE 34 o #E 77 KT B T e 7 0 R R - 8 B H R AP #%  E
A g 0 5= 15~ B AE K F B TR & 3 B T 5 R
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1995
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BFEEH 481 5,000 1 700 - 2,860
AL B B 23079 5,000 - 200 - 1,228
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1996
BIFE R
ST 16 10,000 4 1,000 1 3,625
BHFEEH 504 8,000 3 1,400 - 3,580
AL B B 25074 7,000 - 500 - 1,558
e 8 25 594
1997
BIFE R
58T 16 10,000 12 1,000 2 4,175
BHFEEH 294 10,000 2 1,500 - 2,900
AN L B B 16 968 5,000 - 200 - 1,240
e 8 17278
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FT 8 1t 72 SE Eh A9 JA
Legislation Against Short-selling Activities
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REmERZERRM

Installation of Air-conditioning Systems at Markets
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(ANBEEEMREMNEZE)
HUMAN REPRODUCTIVE TECHNOLOGY BILL

mE: (ANEEHEBMEEAFERE) -
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Resumption of debate on Second Reading which was moved on 8 July 1998
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MISS MARGARET NG: Madam Chairman, | support the amendment of the
Honourable LEUNG Yiu-chung to retain Sino-Japanese War Victory Day as a
public holiday. My reason is simple. Of all the public holidays on the
calendar, this is the one unique belonging to Hong Kong's own past. As the
Hong Kong Special Administrative Region is established, we welcome the new.
But in welcoming the new, we must not forget the old. Many brave people
died in the hills of Hong Kong bravely defending Hong Kong against Japanese
invasion. They included soldiers and civilians of many races and nationalities.
They are our heroes. The debt we owe them can never be repaid. Their
valour and honour must for ever live on in our memories, and be commemorated
publicly.

Many more Hong Kong people died of violence, deprivation and illness in
the Japanese occupation of Hong Kong. These dark days have left an indelible
mark on our parents* generation and our own. It has bitterness undoubtedly,
but it also makes us treasure all the more our present fortunes. The moment of
victory, of freedom from fear and suppression again, was an equally strong
experience. It was a moment of thanksgiving and solidarity. In our spirit, we
shared it with those who had laid down their lives for us. Is it too much to ask
that one day be set aside to mark this part of our history? Or is it because this is
so uniquely Hong Kong, that the Government is keen to substitute it with
something less controversial or evocative?

| cannot agree with this strategic amnesia. | go along with Mr LEUNG
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Yiu-chung. Thank you.
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Mr LEUNG Yiu-chung rose to claim a division.
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THE CHAIRMAN announced that among Members returned by functional
constituencies, 25 were present, eight were in favour of the amendment and 17
against it; while among Members returned by geographical constituencies
through direct elections and by the Election Committee, 28 were present, 21
were in favour of the amendment and six against it. ~ Since the question was not
agreed by a majority vote of each of the two groups of Members present, she
therefore declared that the amendment was negatived.
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Mr Andrew CHENG rose to claim a division.
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THE CHAIRMAN announced that there were 53 Members present, 36 were in
favour of the motion, one against it and 12 abstained. Since the question was
agreed by a majority vote of the Members present, she therefore declared that
the motion was carried.
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MISS MARGARET NG: Madam President, under the Legislative Council
Ordinance, a person is disqualified from standing for election if he has been
convicted of an offence in Hong Kong or any other place and sentenced to
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imprisonment for that offence for more than three months within the last five
years. If this is the standard the law requires of anybody who aspires to be a
Member of the Legislative Council, then no less stringent a standard must be
required of those who are already enjoying that status.

Before the establishment of the Hong Kong Special Administrative Region
(SAR), by the laws then in force in Hong Kong, the same requirement applies to
both the incumbent and the aspirant. A Member was automatically disqualified
If he was convicted of an offence and sentenced to more than three months’
imprisonment.  This is not only fair and reasonable. It is indeed the minimum
standard that someone who is entrusted with legislative power must meet.

After the establishment of the SAR, the disqualification of a Legislative
Council Member is governed by Article 79 of the Basic Law. Under Article
79(6), a Member who has been convicted of a criminal offence within or outside
the SAR and sentenced to one month's imprisonment or more may be removed
from office. However, his removal is not automatic, but is subject to the
decision of this Council. | understand that the Honourable Martin LEE will
give the background of how this part of the Basic Law came to be drafted in this
way. Whatever the background, the plain fact remains unchanged that the
public has every right to expect Members of this Council to meet at least some
minimum requirements and failing which, they must be removed from office.
It is plain that the rules and procedure, formerly unnecessary, must be put in
place as soon as possible to implement these provisions of the Basic Law.
Otherwise, we will be in danger of giving the public the impression that we are
eager to censure others, but are lax when it comes to regulating ourselves or
each other.

As the Deputy Chairman of the Committee on Rules of Procedure, | am
very glad that the proposals are now put before this Council.

Madam President, the Honourable Mrs Selina CHOW has given a full
report on the deliberations of the Committee. 1 shall not repeat what she has
said. | will just highlight the guiding principles we should observe in deciding
these rules and procedure.

The first consideration is lawfulness. The rules and procedure must be
compatible with the Basic Law and truly and faithfully implement Article 79(6).
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This means we have to first ascertain what the true interpretations of the relevant
provisions are, objectively and dispassionately. This, | believe, the Committee
has conscientiously done. That is why | have never felt troubled by threats of
court challenges made all too frequently in the process. It is not just that, since
the Committee has done a thorough job of it, with the help of Legal Advisor, I
am confident that the rules as proposed will stand up to challenge in a court of
law. Even more than that, we should be just as eager as anyone else to give
effect to the true interpretation of the law, and | for one would welcome the
court’s putting us right, if we should be proved mistaken.

Secondly, we must make sure that the rules are fair, clear and responsive
to the different circumstances in which Article 79(6) may be invoked. It so
happens that the conviction and sentence of the Honourable CHIM Pui-chung
had provided the immediate occasion for this Council to attend to this part of the
rules of procedure. But the rules as proposed are far from tailor-made for that
case alone. Indeed, it is clear that a conviction and sentence within Hong Kong
Is relatively straightforward. Things may be more complicated and uncertain
when the conviction and sentence took place outside the SAR, and the rules must
be sensitive enough to deal with these.

The concern has been expressed that the provision may be used as a
political instrument to remove a Member, or some unjust and harsh laws abroad
may result in a Member being removed. There may be cases when
investigation is called for to enable this Council to make an informed decision.
The present rules allowed for that. It is important, in my view, to be far-
sighted and alert to contingencies without allowing ourselves to be dominated by
these concerns. For example, we must not assume that our own criminal
proceedings are not trustworthy, or that the Government can exploit them for
political ends. If we have any grounds to suspect the erosion of the integrity of
the criminal proceedings in Hong Kong, then we must tackle that problem on its
own directly, immediately and forcefully, because its implications are far wider
and deeper than the removal of a Member.

Thirdly, we must be scrupulous in ensuring that the rules are fair. | am
satisfied that the proposal put before the Council fully meets that concern. In
the question of removing a Member from his office, | consider we must keep
vividly the paramount concern with public interest, which is the proper
functioning of the legislature, unhampered by any taint. In this context, if
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there is any unavoidable conflict between public interest and the convenience of
the individual Members concerned, then the balance must be tipped in favour of
public interest. The public would expect us to do so.

Madam President, | support the motion.
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MR RONALD ARCULLI: Madam President, | rise to speak on behalf of the
Liberal Party on the motion to relieve the Honourable CHIM Pui-chung of his
duties as a Member of this Council.

Irrespective of whether any of us support or oppose the motion, it cannot
give any of us any pride or pleasure in having to consider what really amounts to
the expulsion of a fellow colleague from this Council. However, unpleasant it
might be, the Liberal Party will not shrink from our constitutional duty as
elected Members of this Council.

Madam President, Article 79 of the Basic Law is clear. What is also
clear is that Mr CHIM Pui-chung has lodged his appeal against his conviction
and sentence. Because of the appeal, we must not say anything in this Council
which may prejudice the case. That having been said, we believe that we must
explain why the Liberal Party differs from the opinions of Mr CHIM's solicitor
and counsel that reference to conviction and sentence in Article 79(6) of the
Basic Law does not mean conviction by the jury and sentence by the trial judge.
Their contention is that it means conviction sustained after all avenues of appeal
have been exhausted, and it is only then that the conviction becomes final.

Madam President, if Mr CHIM"s conviction and sentence had taken place
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prior to the nomination or to the Legislative Council election in May, he would
not have been eligible to be either nominated or elected even if an appeal was
pending. If Mr CHIM's lawyer is right, it would mean that Mr CHIM would
have been eligible because according to them, conviction means conviction after
all avenues of appeal have been exhausted. This cannot be right.

| think colleagues so far have expressed different views and | only wish to
say one thing, that is, it will have to be a fairly exceptional case for this Council
not to relieve a Member of his duties if, in fact, he falls within the four squares
of Article 79(6) and the reasons of the public interest, the creditability of this
Council, duty to voters and all that will pertain.

Thank you.
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MISS MARGARET NG: Madam President, | support the motion. | can
believe that there are circumstances in which a decision under Article 79(6) may
be very difficult. The present case, however, is not one of them.

For the reasons | have given in my speech in the earlier debate on the
motion of the Honourable Mrs Selina CHOW, it is clear to me that a Member
who has been convicted and sentenced to more than three months* imprisonment
should be disqualified, because there must be no double standards: one for the
candidate, the other for the Legislative Council Member. The Honourable
CHIM Pui-chung has been sentenced to three years' imprisonment for an
undoubtedly criminal offence. On the practical side, he can hardly discharge
his duty as a Legislative Council Member from prison. More fundamentally, it
would be a public scandal if this Council were to allow Mr CHIM to continue in
his public office.

I have no wish to go into the circumstances of Mr CHIM's conviction and
sentence. It is not proper for us, in this Council, to make any comment on
whether the jury has come to the right verdict or the judge has passed the right
sentence. Dr the Honourable LEONG Che-hung*s motion today is not founded
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on what Mr CHIM has done to deserve conviction and sentence, but the fact that
he has been convicted and sentenced. If the jury or the judge were wrong, it is
for the Court of Appeal to put them right. 1 see no need in this debate to make
any moral judgment on Mr CHIM.

Over the weeks since the possibility of today‘s motion was mooted, a
particularly disquieting suggestion has been circulated, and that is, this Council
should not take any steps to remove Mr CHIM until his appeal is determined.
It is disquieting for three reasons.

First, the belief, somehow, that the conviction and sentence do not count
unless they are confirmed by the Court of Appeal. This is plainly wrong and
does not accord with the laws in Hong Kong. | need not argue at length on this.
Madam President, Mr CHIM sought leave for judicial review of your decision to
permit this debate to be put on today's agenda for the reason that you ought to
have waited for all the avenues of appeal to be exhausted. Thus he has put the
matter to the test in court. The court, in refusing leave, has made the
determination that such a view was wrong.

Second, the fear that should this Council disqualify Mr CHIM today and
then later Mr CHIM's appeal is allowed, this Council will look very foolish.
But in doing our clear duty, this sort of consideration should have no place.
We are not here to confirm or reject the decision of the court by passing or
rejecting the motion. The Legislative Council has to go on. A Member who
IS no longer fit to serve must be replaced. If afterwards he becomes fit again,
that is another matter. Public duty cannot be held up in the meantime because
there is this possibility.

Third, that somehow this is unfair to Mr CHIM to deprive him of his
office without waiting for the outcome of the appeal. Admittedly, a public
office is an interest. It carries with it remuneration, social status, prestige and
perhaps other benefits. But the nature of public office is that the holder of it
should serve the office, not the office serving the holder. When a person is
handicapped from giving his public office what that office requires, even if it is
through no fault of his own, he should vacate it so that the place can be filled by
someone else. To allow the private benefit aspect to override is to treat public
office as the personal property of the holder of the office.
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Madam President, some Members have expressed the view that Mr CHIM
should have resigned. It is certainly a matter for him. But | do not think it a
bad thing at all that this debate has provided the occasion for this Council to
make certain fundamental principles clear.

Thank you.
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THE PRESIDENT announced that there were 47 Members present, 45 were in
favour of the resolution and one abstained. Since the question was agreed by
more than two-thirds of the Members present, she therefore declared that the
resolution was carried.
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Council then resumed.
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MR BERNARD CHAN: Madam President, | move the motion as set out under
my name on the Agenda.
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| understand our Council has grave concern about repercussions of the
Government's unprecedented trading of stocks since mid-August. But today, I
would not focus my speech on market intervention, or interventionism, or
positive non-interventionism, but would focus on as simple as public confidence
In our economy.

Our community has been badly hit by the economic turmoil, which is
close to its first anniversary now. | am sure every one of us knows very well of
how the devastating force has been creeping all over our society, leaving behind
devalued stocks and properties, dismissed workers and middle managers, closed
shops and empty restaurants. When people lost their jobs, the Government
speeded up infrastructural development to boost employment. In the face of
credit crunch, the Government initiated the Special Finance Scheme for Small
and Medium Enterprises. When property buyers disappeared from the market,
the Government launched the Home Starter Loan Scheme. After all, we see
only cool responses to these rescue measures and no sign of rebound.

I am no expert in all of the problems we are facing today. But | know the
financial sector very well. And | am among the insurers and bankers who
could see only a doomed fate unless rescue packages are in place. Our banking
system has been under tremendous stress in the past year, having been seriously
impaired by the incredibly volatile interest rates market. For most of the time,
the interbank rate for three months is much higher than the prime rate. The
latter is determined primarily out of political considerations and the impact of
the dollar peg. In view of the rising cost of funds — as a result of the surging
interbank and time-deposit rates — and the financial difficulties of the debtors,
many banks are suffering a negative return on some of their new businesses.

The insurance sector could never stay easy neither. General insurers
have been backing all sectors of our society. While most of their clients’
business shrinks or even faces closure, insurers are among the first to suffer.
Upon decreasing new insurance policies, lower premium and greater investment
loss, many insurers are in fact losing money.

In the past year, our Government has played a part to alleviate the pain
inflicted on to the general public. Many of our Honourable Members appealed
for greater government expenses and lower taxes and rates. | just ponder if we
are applying the right medicine on the right place.
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Economists have identified the bubble economy and speculative attacks on
our currency as major causes of our pain.  Some honourable opinion leaders in
society said we should endure the pain until the Hang Seng Index dived to an
incredibly low level of some 3 000 or 4 000 points, by then speculators would
automatically ditch us. Some of them even uphold non-interventionism as the
universal doctrine of our economic policy. They said the economy will turn
around if the fundamentals of our economy improve.

I am not intended to play as a prophet of doom. But the clear fact is:
before our economy naturally recovers, the doomsday would have come. The
banking system is our last citadel and | am in a position to say that it has been
standing on the edge. A financial catastrophe is straight on the way if our
community continues to lose faith in our currency and economy. Our
community has proven to be ultra-sensitive and highly speculative — you
would probably agree with me just by recollecting images of the "cake shop
coupon syndrome" a few months ago. The catastrophe is not simply a matter
of capital loss, but bank run and money devaluation. This is what | really hate
to think of.

While the mass media are portraying the plight of dismissed workers,
unobtrusively the fundamentals of our financial sector have been rotten. This
motion has been submitted to the Council well before the Government injected
cash into the stock and futures markets to clash with the hedge funds head-on in
mid-August. The Government's action has sparked a debate over
interventionism against non-interventionism, which 1 think is a misplaced focus.

In times of financial crisis, the key to revival is the restoration of
confidence. Only if we have faith in our currency could the currency match its
face value and shatter unwarranted rumors. Our relatively small market is
highly susceptible to manipulation of popular sentiments. Only bold and
determined moves can forcefully crush excessively negative sentiments.

| am in support of government intervention which is capable of restoring
public faith in our economy. Surely it is the time for intervention, or we would
lose our war and battle against speculators. Intervention taking the form of
direct trading in the equity market is costly and risky, the result of which is
uncertain. From day one, | have made it clear that | would prefer effective
administrative measures to restore normal functioning of the market, or
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launching negative campaigns for the speculators who play a part in selling short
the Hong Kong currency.

| am adamant that strategically timed and short-term pre-emptive strikes
against speculators are necessary when the capital market is being manipulated
by forces beyond the control of the market's inherent regulatory system. As
global speculators are using ever-changing and combined tactics to hit their
targets, we should never preclude ourselves from any single form of intervention,
provided these tools are able to uphold market integrity and investor confidence.

Instead of raising an academic debate on interventionism, we should shift
our attention to boosting public confidence, which | think should be our way
forward.

Some economists have indicated interest in the untried and unproven
dollarization scheme, which is more of a unrealistic scenario than a viable
proposal. Hong Kong's economic cycle is now linked to China while its
interest rates being tied to the United States. The total abolition of the Hong
Kong currency cannot help relieve the difficult situation but will cause greater
systematic risk in the banking industry.

The prime advantage of dollarization is psychological: the local and
international communities are likely to trust the pegged rate upon the
Government's legal guarantee. The Government's announced adherence to the
linked exchange system by legally guaranteeing certain fixed exchange rates to
all licensed banks" clearing accounts on Saturday has achieved similar
psychological results.

Some opinion leaders resort to the floating or repegging of the currency as
a relief to the pressure for devaluation. Obviously, it is a very dangerous
suggestion.  An instant crash of currency will be triggered once people realize
that the 7.8 exchange rate to US$1 will not last. That implies an exchange rate
of 9.8 or even 12.8 could be possible. The fragile public confidence cannot
stand a slightest blow of dollar devaluation, which would probably lead us to a
bottomless plunge.

Any steps towards dollarization or repegging would be seen as the
Government's last resort in dealing with the financial crisis. Before we gain
anything from the policy change, we would have lost out the game.
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| am glad to see that recent administrative measures proposed by the
Government have been positively received by the public. By implementing
measures announced on Saturday, the Hong Kong Monetary Authority (HKMA)
will have direct control over money supply and interest rates. Prospective
speculators will be difficult to borrow a large amount of Hong Kong dollars,
even from the largest banks. The HKMA will, therefore, become Hong
Kong's de facto central bank. Given such a new role, the HKMA should be
regulated by more stringent rules on its operations and on the declaration of
personal interests. The powerful Chief Executive of the HKMA should
consider complying to rules normally applicable to central bankers, such as
giving up directorship of other bodies and setting up a management fund for his
own properties.

We should never over-worry about the departure of foreign capital as a
result of the Government's intervention. As long as our market remains one of
the cleanest and well-established marketplaces in the world, with sound
economic infrastructure and stable political environment, international investors
would never forego any chance to generate profits.

Thank you, Madam President.

REBAEHANIEQT

“That this Council urges the Government to adopt strategic and effective
measures to deter further speculative attacks on the Hong Kong
currency, which have immensely harmed the local economy. The
adopted measures must aim to protect the integrity of the local capital
markets, while maintaining investor confidence and market stability.”
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HEBEL -

K RMERFEREIRFRESE - & DM IEEE - K AE B R
REFEHEENE L - BH -

AECHEEBHBOEEEAOT :

“To add "expeditiously" after "That this Council urges the Government
to"; to delete "strategic and effective" and substitute with "appropriate
legislative and administrative"; to add "improve the existing regulatory
mechanism and operating rules of the financial market, so as to limit"
after "measures to"; to delete "deter further speculative"; to delete ",
which have immensely harmed the local economy. The adopted
measures must aim to protect™ and add "and speculative activities in the
market; and not to further intervene by trading in the securities and
futures markets, thereby protecting”; and to delete "the local capital
markets, while maintaining investor" and substitute with "Hong Kong
as an international financial centre and restoring local and overseas

LR 1 I

investors"".

REXFERETRHEARERFTE -
THE PRESIDENT'S DEPUTY, DR LEONG CHE-HUNG, took the Chair.

REEXEFE  AREASURINGREEE BELREFHEVRE LR
MERLCHEENEIESRE  FTLUELE -

HAEETRR EOAFREEES ?EAERKRE -

MISS CHRISTINE LOH: Mr Deputy, the issues raised today go to the heart of
the financial problems facing Hong Kong. | find the original motion simplistic
and prefer the amendment. How our policy-makers react and how this Council
holds the Executive to account will leave an impression on how the Special
Administrative Region manages autonomy. The world is watching.
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Why are we having this debate? The Government's massive week-long
August buying spree in the stock and futures markets shocked the financial
community. | find it hard to support the Government as some of my colleagues
have done. There are still too many unanswered questions and uncomfortable
aspects surrounding the whole thing.

The Government acknowledges that Hong Kong's international reputation
has been damaged. We are told that intervention is necessary because there has
been an organized and sustained effort from unnamed overseas parties to
manipulate our markets. Despite having spent a huge sum of our reserves —
the exact amount has yet to be officially disclosed — these bad manipulators
have apparently not yet disappeared. The Government announced a series of
measures just these last few days to supposedly strengthen regulation.

What do we make of all these? Let us first look at the seven measures
Issued on Saturday. My first observation is that the Government realized that it
was looking at a bottomless pit. Even with its considerable reserves, it could
not keep supporting stock and futures prices for long. The choices were either
to give up or impose controls. Imposing full exchange controls is thankfully
not possible, because Article 112 of the Basic Law protects Hong Kong from
going down the Malaysian path. On the other hand, throwing in the towel
would require the Government to acknowledge failure, and it does not really
want to do that. So, we are now being distracted from an in-depth discussion
about the intervention by being thrown with these technical measures.

Mr Deputy, let me tell you why I am suspicious. At first glance, it
would appear that the seven measures are an improvement over the system of
management of the Hong Kong Monetary Authority (HKMA) prior to the
intervention. For example, the HKMA at last commits to free convertibility;
the HKMA commits to publishing more frequent financial information; the
HKMA sets up the Subcommittee on Currency Board Operation; the HKMA
will now distinguish between treasury transactions, management of government
funds and the currency board actions; and the HKMA has dropped the liquidity
adjustment facility.

However, are these measures not a tacit acknowledgement to long-
standing criticisms that the HKMA lacks transparency in its financial action,
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lacks transparency and accountability in its governance, has conflicting roles and
used the liquidity adjustment facility as a manipulative tool? Moreover, while
these seven steps are in the right direction, they do not go far enough to correct
the problems with the HKMA.

Let me be specific. Firstly, the market is confused when the HKMA
transacts currency to meet the Government's funding requirement, because it is
acting as both a currency board and a central bank. Thus, is it enough that the
HKMA publishes these different activities more clearly?  Surely, these
functions should be split between different institutions as they are elsewhere in
the world.

Secondly, setting up the new Subcommittee on Currency Board
Operations is all well and good, but when governance of important decisions
made by the HKMA is the issue, why let the Chief Executive of the HKMA
chair that Subcommittee? Furthermore, what is the point of having half of all
the members of that Subcommittee coming from the HKMA itself?

Thirdly, the HKMA still does not wish to operate a currency board system
as it should, that is, as an automatic pilot system. Mr Deputy, | cannot explain
this better than Professor CHEN Nai-fu from the University of Science and
Technology. | recommend his analysis in the South China Morning Post last
Monday to all my colleagues.

Fourthly, | just want to re-emphasize that these and other recent measures
cannot substitute for a full account of the intervention last month. The sessions
over the last two days at the Panel on Financial Affairs left many issues to be
dealt with. A key question is whether anyone in the Government has broken
the law. The Financial Secretary said that the HKMA did not need to follow
the Securities (Disclosure of Interest) Ordinance because the stock it amassed
was Government assets. He also implied that the Securities (Insider Dealing)
Ordinance was not broken, even though the HKMA traded in stocks of banks in
relation to which it had privileged or price-sensitive information. We are told
that those who traded stocks within the HKMA were not the same people as
those who supervise the banks. Surely, Mr Deputy, can we seriously accept
this cheap argument?

Furthermore, has the HKMA breached the anti-manipulation and price-
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fixing provisions of the Securities Ordinance? Who is going to tell us and after
what sort of investigation? Is the Attorney General swinging into action or are
we going to be told that the government bodies do not need to obey the law?

Mr Deputy, there are a number of issues that | still want to raise. In
view of time, | will only mention them very briefly.

Firstly, | continue to wonder who are the parties causing havoc in our
markets? | have an uncomfortable feeling that an impression is being created
that some unspecified foreign parties are manipulating Hong Kong's market.
The management of global portfolio is a very complex job. It is dangerous to
divide the market players into virtuous and evil ones.

Secondly, the measures announced on Monday proposed to deal firmly
with illegal short-selling activities. How should we distinguish between
legitimate and illegitimate short-selling? At what point, for example, should a
broker be responsible for the actions of their clients? The Government should
discuss how its proposals would work with the financial community. It is only
fair.

Thirdly, let us recognize a self-created problem. The Government has
been promoting inconsistent land and housing policies, and it failed to see that
signals there impact the financial markets since a large chunk of our stock
market capitalization is related to real estate. The obvious lesson here is to
formulate credible, long-term land and housing policies and to articulate them
clearly and consistently, otherwise the markets will continue to read our policies
and our policy-makers as, | am sorry to say, amateurs.

Market players hedge their bets. If they see economic weakness, policy
confusion or official incompetence, they usually bet against it. Hong Kong's
problem right now is that the markets see all three factors present. That may
well be why the so-called "manipulators” have not left or exits may only be
temporary. The Government should be honest and look at where it has gone
wrong. And, come on, if the people who are supposed to be our policy-makers
cannot do their jobs properly because they do not have the right experience, let
us get new people.

Thank you.
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REXFE ' EEHESE -

MR RONALD ARCULLI: Mr Deputy, it is not often that the Administration
acts or reacts ahead of a Members" Motion, but on this occasion they have done
so. That notwithstanding, this debate is timely and it does give Members the
opportunity of throwing their ideas and criticisms into the melting pot to give the
Administration, the Exchanges and the market regulators more food for thought.

The Liberal Party has, since the end of last year, repeatedly and on
various occasions, attempted to alert those involved, including the
Administration, the Exchanges and the regulators of the double-play situation.
Our plea sadly fell on deaf ears and it would be interesting to find out why they
did not act sooner to avoid or reduce the risk of double plays.

This is particularly relevant as several of the measures announced by the
Administration is aimed at achieving an early-warning system, but such a system
Is only effective if appropriate counter-measures are built in rather than
introduced on an ad hoc basis.

Secondly, whilst the Liberal Party has supported the measures introduced
by the Hong Kong Monetary Authority (HKMA), we have also pointed out that
we will monitor several areas closely, and these include the fixing of the base
rate and the discount window, as well as any action taken by the HKMA to
restrict access to the discount window by banks, if the HKMA feels that it is
being used to facilitate manipulation.

Thirdly, as far as the measures proposed by the Administration, some of
which are subject to acceptance by various institutions, and others to the
requisite legislation. We are somewhat disappointed that we do not seem to
have got our acts together. For example, whilst we can understand why
feelings ran high on the lack of settlement of share transactions done on 28
August at T+2, and that fell on 1 September, the point was given so much
media coverage and public outcry that we must ask whether this issue was given
an inordinate amount of attention. Perhaps if it was not given so much
attention, more attention would have been given to other areas of weaknesses in
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our market. For example, why did we do away with the uptake rule in 1996
and why did it take us so long to reinstate it?

Fourthly, whilst we generally welcome the 30 measures, we do so with
several caveats, and | will try to set out some of our caveats which will guide us:
one, | think we should be given details and implementation timetable as soon as
possible; two, we must give due consideration to the rules and practices in other
markets; and three, we need far better co-ordination and exchange of
information.

| shall now deal with the amendment proposed by the Honourable Albert
HO. 1 can see where he is coming from, but cannot agree that this Council
should ask the Administration not to further intervene in the securities and
futures market. Whilst we do not believe that the long-term solution is to keep
throwing money into these markets, we can see that need in extreme
circumstances. Even if the need arises, it must be done sparingly and
effectively. We do not believe it is wise to tie our own hands, nor do we
believe that stating that the Hong Kong Government will not intervene will
restore market stability or investors® confidence.

Mr Deputy, it is never easy to get the balance right in financial markets at
the best of times. At times of turmoil and violent fluctuations, it is extremely
difficult if not impossible. We believe that to take Hong Kong into the new
millennium and beyond our financial services sector is the key issue. It is also
quite natural to have a tug of war between those who want to promote an active
market on the one hand and those who make the ground rules on the other.

On our part, the Liberal Party will strive to get the balance right. We
believe that other measures that can be considered would include some of the
following: adopting a three-month settlement in our Hang Seng Index futures;
re-weighing or replacing the Hang Seng Index with another one that can reduce
or avoid manipulating; requiring margin deposits in our futures market to be in
Hong Kong dollars only, or simply increase the margin deposits in the futures
market without the newly-introduced Super Margin requirement; or perhaps to
amend our company law to introduce the treasury stock concept so as to prevent
triggering of general offers in case a shareholder who holds 35% or more
increases that level of holding due to purchases by the company.
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In conclusion, | would like to reiterate our support for the action and
measures taken by the HKMA and trust that the Stock Exchange and the Futures
Exchange will act expeditiously and in the best interests of Hong Kong. Mr
Deputy, we therefore support the motion but not the amendment.
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RELERE - A NGEICBREE - I (% 257 G

MISS MARGARET NG: Mr Deputy, | support the motion as amended by the
Honourable Albert HO because | am of the strong view that the Government
should not further intervene by trading in the market, and | believe we need to
emphasize how vital it is to Hong Kong to safeguard its status as an international
finance centre.

By intervening in the securities and futures market in the second half of
August, the Government has seriously run down the reserves and might have
already killed the market. Whether the market is killed will take a little time
for the evidence to surface. The running down of the reserves is simple
arithmetic.

According to the annual report of the Hong Kong Monetary Authority, the
net asset of the Exchange Fund is $190 billion.  If $120 billion has been used in
the recent trading, this is already over 60% of the net asset.

The Government boasts of huge foreign currency reserves. These, we
are told, amount to US$96 billion. However, some US$17.5 billion belongs to
the Land Fund. A further US$30 billion or so belongs to the fiscal reserves.
These two pots of money cannot be used without the Legislative Council
approval. A further US$22 billion or so has to be set aside for certificates of
indebtedness and Exchange Fund bills and notes. This leaves about US$26.5
billion.  After spending US$15 billion in two weeks, we are left with US$11.5
billion.

| put these sums before the Financial Secretary yesterday. He agreed
that the figures were correct. But he brushed aside the arithmetic. He said
that the entire reserves could be used to defend the Hong Kong dollar.

But, Mr Deputy, we are not talking about defending the Hong Kong
currency. We are talking about buying stocks and shares and futures, about
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turning liquid asset into highly illiquid securities. Is the Government telling us
that, in defending the Hong Kong currency, he can use the entire Exchange Fund
to trade in the stock market if he thinks fit?

In any event, US$15 billion is over 15% of the foreign currency reserves.
To the extent that the money is locked in securities, this has weakened the
capacity of the Exchange Fund to respond to future pressures on the Hong Kong
currency.

The Government has not promised not to intervene in the same way again.
It took two weeks last month to spend US$15 billion. How many more rounds
can the Exchange Fund afford?

What is more, that intervention is an irrevocable act. Once done, it
cannot be undone. Having seen the length to which this Government can go,
how can anyone believe that it would not do it again in the future, or intervene in
some equally direct way? Rome was not built in one day. But the reputation
Hong Kong has built up in the past can be destroyed very quickly.

Further, the Government has compromised the credibility of Hong Kong's
regulatory system. After this huge spending spree, the Government now holds
substantial shares in several blue-chips companies. How is the Securities and
Futures Commission (SFC) now going to regulate these companies?

Yesterday, we heard that the Government has refused to disclose its
share-holding, seeking refuge in Government immunity under the law. The
SFC told us that they have to accept that under the Adaptation of Laws
Ordinance, the Government is not bound by the laws compelling others to
disclose, because there are no express or necessarily implied provisions in these
laws to bind the Government.

This is little short of scandalous. | cannot believe that this is right and |
urge the SFC to look again. When the Government enters into the market to
trade and as a result owns equity in listed companies, it must do so not as the
Government but as any trader or investor. As such, it is not entitled to
Immunity. Just as under the same provision, a state organ cannot be immune
when it engages in commercial activities. But even supposing the Government
IS immune as the true position of the law, the Government should still
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voluntarily disclose. Otherwise, it is giving the message to the world that in
Hong Kong, the Government is above the law when it engages in market
activities. The position of the SFC in the international regulatory framework
will be, and indeed, may have already been, undermined.

To distract attention from intervention, the Government talks of a long list
of new measures to tighten regulation. It is never wrong to keep seeking new
Improvements, but we must examine these measures very carefully, not only
with a view to tighten them against "international speculators™, but as to their
overall long-term effects on Hong Kong. When all the wicked speculators are
made to leave —if that ever happens — | wonder what the Hong Kong market
will be left with? We can, of course, decide that it is worth purchasing
protection at the expense of activity. But if so, let us choose with our eyes
open.

Thank you, Mr Deputy.
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THE PRESIDENT resumed the Chair.
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MR BERNARD CHAN: The amendment seeks to preclude any future trading
of stocks and futures by the Government. Although | have great reservation
about the Government's costly intrusion into the equity market, | am afraid |
cannot specifically dispose of this tool.

As we all know, international speculators have been using multiple tactics
to attack our capital markets. | believe only an effective and flexible
combination of measures will be useful in deterring attacks. We should never
prohibit Government's trading in stock markets as a matter of principle,
provided the action is handled with finesse, and subsequent measures are in
place to remedy the downside. | support the Government's initiatives to set up
a company for the management of the official stocks, so as to reduce the degree
of conflict of interests.

In fact, it is not unusual for the governments of advanced countries to
purchase local shares for regulatory purposes. Such deals are normally carried
out not in the name of the governments. The high-profile intrusion of the Hong
Kong Government into the equity market last month was indeed unusual.
International investors and media have, of course, seized on this opportunity to
launch a negative campaign against us.

On this question, | think we should not be trapped by pure academic talk
or cunning arguments leading to nowhere. Experienced financial market
professionals could all remember similar intervention actions taken by the G-7
countries at various stages of their market developments. A recent example is a
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joint intervention on the US dollars and Yen by the two governments on 16 June
this year, in an effort to "maintain the stability of the currency while giving the
Japanese Government more time to implement structural reform under their
constructive policy changes." Back in January 1980, the United States
authorities stepped in after the HUNT brothers have cornered the cash and future
silver markets, creating a market panic. Further intervention vehicles have
long been used by our trading partners. The quota system for textile imports of
the United States Government and their anti-dumping laws are not new to us.

| have to point out that the genuine free market is non-existent. Free
markets are named just as a matter of degree. As long as the intervention of the
Government is done prudently, rarely and strategically, we should never tie up
their hands on the grounds of pure theory and fantasy. It is the job of the
legislature to monitor the situation whenever intervention is being done. The
Government needs to assure the Hong Kong people that a professional team is
recruited to properly conduct the act of intervention. The detailed use of public
funds must eventually be audited and disclosed at strategic times, and at timely
intervals.

Thank you.
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Functional Constituencies:
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THE PRESIDENT announced that among Members returned by functional
constituencies, 24 were present, four were in favour of the amendment and 20
against it; while among Members returned by geographical constituencies
through direct elections and by the Election Committee, 28 were present, 13
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were in favour of the amendment and 14 against it.  Since the question was not
agreed by a majority vote of each of the two groups of Members present, she
therefore declared that the amendment was negatived.

TR REERE > EEUUHESER  MEAE 10 pENBSER > R
fEEAE S 148 -

MR BERNARD CHAN: My dear colleagues, please do not get me wrong. |
am not here to speak for our Government. | would also like to make it clear
that we are not talking about a war between George SOROS and Donald TSANG,
but a war between international speculators and us as a whole. It would be easy
to openly reprimand the officials, but more importantly, we should openly
reprimand those who rob our properties for their own gain. | would also like to
appeal to our officials for any policy conducive to public confidence. My
request is here for our Honourable colleagues, too.

We have to face the fact that we are not Singaporeans — my wife is —
or Koreans, who would hand over their valuables to save the country. We
Hong Kong people are the most ready to pack our belongings and flee at times of
crisis. International speculators know it well, too. | think it is the time to
demonstrate to the international community a united front, at least in this
Council.

I am afraid you can hardly find anything objectionable in my motion.
Thus, it is up to us whether we would send a loud and clear message to the
international speculators, or you might want to call them manipulators, if you
wish, who are probably watching over us right now, through CNN or BBC —
you name it. Are we prepared to let them see that we are not united? Or are
we ready to adopt strategic and effective measures now to entrench the integrity
of the market and the investors® confidence?

Thank you, Madam President.
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Mr Gary CHENG rose to claim a division.
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Geographical Constituencies and Election Committee:

E B A B
THEHE - WRERA - T

54
RERZLHBEBEK -

MEMEE - FEARBRIZNE B EHE
ETHECHREREERAEERR -

FREEMCHIGEEEZEREEELNHEE - F 24 NHE 23 NEK -1 AKX
HomRErEEERERLZEGERELNFEER > H 28 AHHE 22 \E
B2 NRCH -3 NERE - RN EREES WA EFE#EE 7 R LUE BB

ol R 2 EOAT S AT R -

THE PRESIDENT announced that among Members returned by functional
constituencies, 24 were present, 23 were in favour of the motion and one against
it; while among Members returned by geographical constituencies through direct
elections and by the Election Committee, 28 were present, 22 were in favour of
the motion, two against it and three abstained. Since the question was agreed
by a majority vote of each of the two groups of Members present, she therefore
declared that the motion was carried.
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Adjourned accordingly at eight minutes past Midnight.
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Annex 111
HOLIDAYS (AMENDMENT) BILL 1998

COMMITTEE STAGE

Amendments to be moved by the Honourable LEUNG Yiu-chung

Clause Amendment Proposed
1 (@ In subclause (2), by adding "(other than item (ma))" after
"'section 4".

(b) By adding —

"(3) Item (ma) in the amendment in section 4 applies
in relation to 2000 and all subsequent years.".

4 In the proposed Schedule, by adding —

"(ma) Sino-Japanese War Victory Day, being the third
Monday in August;".



