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Thefollowing paperswerelad pursuant to Standing Order No 14(2)—
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Sessond Papers 1970-71.—

No 46—Draft Edimates of Revenue and Expenditure with Explanatory Memorandafor
the year ending 31 March 1972 (published on 24.2.71).

No 47—Hong Kong Annua Report 1970 (published on 24.2.71).
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Oral answersto questions
ChongHing Mangon

1. DRSY.CHUNG aked—

Bearing in mind public misgivings over the Chong Hing Manson afair, will
Government cause an independent inquiry to be mede into the afar, and
tablethereport of theinquiry inthis Counail?

THE COLONIAL SECRETARY (SR HUGH NORMAN-WALKER).—SIr, | am grateful to
my honourable Friend for asking this question which gives me an opportunity to express my
sympathy to those who find themsdves in didress as a result of the daosure of Chong Hing
Mansion.

Perhgps | should firg of dl makeit dear thet | am advised that the Government has no
legd lidhility for the pogtion which has arisen. Architects are reponsble professond men,
and here and dsewhere building legidaion places on the architect employed by the developer
the duty of ensuring that the requirements of the rdevant legidation are met and that proper
building techniques are employed. It is true tha Government officers can intervene if
goproved plans are being improperly vaied, or the employment of improper building
techniques cometo notice; but, as regardsthe latter, thereisalimit to the extent to which every
detall of buildings under congruction canin practice be scrutinized by government officers.

It is for this reason that architects are charged with the responghilities they have. If an
architect fails in this duty his conduct may be consdered by a disciplinary body under the
Buildings Ordinance, on which 9t members of his own professon, and gppropriate action is
taken. Thiswaswhat happenedinthiscase.

There has been in some quarters a misunderstanding of the podition which | would like
to darify. Application isto be made for adosure order because the building is now unsafes but
it was not because its condructiona sandards were ever previoudy in question that an
occupdtion parmit was never goplied for. This fallure was presumably because the developer
was well aware that Government knew that the building did not conform to the gpproved
plans tha the law therefore would not have alowed the Building Authority of the time to
issue a permit even if it had been gpplied for. The decison to condone occupation in 1957
despite the fact thet the building did not conform to the plans which had been gpproved was
taken by one of my predecessors, after having obtained legd advice, in the light of the criticd
housng Stuation which exiged at that time, and when there was no indication that the
building would subsequently become dangerousto inhabit.
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Looking back over fifteen years thismay or may not have been the right decison, but it
must be borne in mind that an architect has been disbarred from practisng as aresult of his
disregard of the Buildings Ordinance in dlowing a building which did not conform to the
submitted plan to be built. Further, as | undersand from the Commissioner of Police, the
possibility of mapractice amongs those who were respongible for seaing that the building
conformed to the goproved plan was carefully investigated but there wasinsufficient evidence
to judtify a crimind prosecution. No suggestion thet condructiond techniques were faulty
seems to have gopeared & that time, but it is true thet, & a period when the lav was in
trangtion, and the legd postion not over dear, the developer was dlowed to complete the
building in the form he wanted and not in accordance with the gpproved site plans. Whatever
the reasons for this, we need to assure oursdves now that every possble measure is taken to
ensurethat it could not hgppen again.

Our firg and most immediate concern must be for the occupants of Chong Hing
Mangon. On this| would inform Council thet, taking into account dl the circumstances of the
cae, | have requested that a proposd should be put before the Resettlement Policy Sdect
Committee of the Urban Coundil at its medting to be held tomorrow, that those occupants of
the building who desire it should be congdered for resettlement on the same terms as would
be gpplied under present palicy had the building been aprewar building.

Secondly, it has been suggested that the time limit set on occupeation of this building
should be extended. In congdering this there is only one factor to be taken into consderation
and that is the safety of the occupants. | am advised that on this count done there can be no
extenson.

Third, it has been our concern to ascartain as quickly as possble the extent to which a
smilar Stuation may exis dsewhere. On this exercise my honourable Friend, the Director of
Public Works, and his g&ff have been engaged a high pressure over thelagt three weeks. The
preliminary results are resssuring. As afird task dl the properties erected or owned by the
same deve opers were subjected to ingpection, and, as has dready been publicized, only one
other property, Chong Hing House, which is not in a dangerous condition, was found to be
without an occupation permit. Extendve tesing showed that the concrete used in the
condruction of this building was satisfactory. In dl some 130 properties were checked. The
next priority was the examination of the 48 buildings condructed by the same architect who
built the Chong Hing Mangon. All save 3 are both sructuraly sound and have occupation
permits. One building has an occupation permit but



HONG KONG LEGISLATIVE COUNCIL—24th February 1971. 405

isin need of repar. A comprehensve survey of this building is being carried out and if
necessary it will be repaired by sautory order. The remaining two buildings, a village type
house and a temporary factory building on land hed under a Crown land permit, are
gructurdly sound but arewithout occupation permits. Thismetter isbeing further looked into.

Meanwhile, and amultaneoudy, the records of pos-war properties are being subjected
to check. The detailed examination of severd thousand records has reved ed only one building
without an occupation permit and only four buildings with provisona occupation permits, but
al five for purdy technica reasons. As has been announced one of theseisin Kowloon, one
on the Idand and three in the New Territories. Once the technicdlities have been overcome
occupdtion permits can beissued.

Theseinquiries have involved, and are involving, avery subgantid effort, and the find
resultswill not be avalablefor somelittletime Thework continues.

I know that the developers of the property are endeavouring to reach agreement with the
co-owners and the tenants on the best course of action to find the best long term solution in dll
their interess | do not wish to say more on this subject as | do not want to embarrass
negoatiations between the parties concerned. But this | will say—that if there is any way in
which the Government or any department of Government can assis them in reaching ther
objective, wewill do so.

The honourable Member has asked whether the Government will cause an independent
inquiry to be medeinto this affair. It istheview of the Government that such an inquiry should
go rather further than the honourable Member has suggested. | should say at this Sage that the
suggestion for such an inquiry was first made to me by my honourable Friend, Mr ROBSON,
before the honourable Member's question was put down for today.

It is the Government's view that two separate matters require looking into, and that the
inquiry should look both backwards and forwards. Frd, regardless of the architect's legd
responshilities and in the light of anything the owners may do, it is desired to know whether
there is anything in the decisions taken by Government at the time which would judtify an
offer of any further officd assgance to those directly affected by the present date of the
building over and above offers of resettlement in the manner which isbeing propased. Second,
it is necessary to congder whether the existing legidation concerning the congtruction and
occupancy of buildings, and the present machinery and departmenta procedures provided for
the enforcement of thelegidation, are adequate to their purpose.
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Terms of reference on these lines will be drafted, and the inquiry will be chared it is
proposed, subject to the agreement of the Chief Justice, by a Didrict Judge. Members of the
inquiry could be an unofficid and it is suggested Mr LIAO, the Commissoner for Housing,
who is himsdf a professond architect. The whole inquiry, and in particular the second part,
requires spediaisad expertise, and we propose the addition to the Committee of Inquiry of the
Deputy Secretary for Home Affarsand an Asssant Regisrar Generd.

That | think isabody cgpable of conducting the fair and impartia inquiry for which the
honourable Member has asked. Its report would certainly be tabled, unless the Committee
itsdf advised otherwise for some particular reason.

It would be understood thet the second part of thisinquiry may take acondderable time,
and it would, of course, be open to the Committee if it so wished to make its report in two

pats

| hope the Committee of Inquiry can be sat up with theleest possble dday.

Thus, subject to what | have said, the short answer to my honourable Friend is Yes

DR CHUNG.—SIr, | want to thank my honourable Friend for avery informaive reply to
my question and want to commend the decision in setting up an independent inquiry into the
Chong Hing Mangon &far.

MRWILFRED S. B. WONG.—Sir, may | ask when wasthe architect concerned debarred
from practice?

THE COLONIAL SECRETARY (SRHUGH NORMAN-WALKER):—Theprecise dateisnot

in my mind. The proceedings were taken in 1957 but there was an gpped which took some
condderable time. An honourable Member of this Council was a member of that body and
may bein abetter pogtionto givethe exact datethan | can.

MR SzETO WAIL— am drad, Sir, | couldn't shed any light on that because the architect

actudly brought the gpped to the Supreme Court. | sat on the Architect's Disciplinary Board
and it was decided to drike off thearchitect fromthelist for 5 years.
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Workmen'scompensation

2. DRCHUNG aked—

The new Workmen's Compensation Ordinance has been in force for over a year
now. Will Government inform this Coundl the number and percentege of
cases which involved respectivdy dday and falure in the payment of
compensation to injured workers?

MR R. M. HETHERINGTON:—Sir, | underdand that this question refers to the
Workmen's Compensation Ordinance as amended by the Workmen's Compensation
(Amendment) Ordinance, number 55 of 1969. The amending provisions, except those deding
with compulsory insurance, became effective on 1 January 1970.

| regret that | cannot give a precise answer to the question asked by my honourable
Friend. Statidtics reedily avalable do not throw up the figures which he has requested. It
would require along and detailed invedtigation into our filesto obtain them and, in any casg, it
istoo early to give find datigticsin respect of the period from 1t January 1970 becauseit may
take aslong as 12 months, and, in some caseslonger, before medica assessments can be made.
| hope, nonethdess, that | can give him some generd and spedific information which will
satidy the purpase of hisenquiry.

In the cdendar year 1970, 24,610 occupationd and indudrid accidents were reported to
the Workmen's Compensation Unit of the Labour Department. Of these, 259 were fatd and
24,351 were not fatd. | am confident that very few reportable acadents, certainly none of a
serious nature, now escape our natice because of the existing system whereby officers of the
depatment ae locaed a dl casudty depatments of hospitds and of arrangements for
receiving reports from other sources.

There are two types of compensation payable under the Ordinance to injured workers—
periodica payments of two thirds of the workmen's monthly earnings in respect of temporary
incapacity and lump-sum compensation in respect of permanent incgpecity after the extent of
the incapacity hasbeen determined.

With regard to periodicd payments, section 10 requires thet these payments shdl be
mede as far as possble on the same days as wages are normdly payable but in any case a
intervas of not less than one month. Some complaints were received in 1970 from workmen
of non-compliance by employers with this requirement. These were dedt with in a routine
manner by officers of the Workmen's Compensation Unit by direct goproaches to the
employers Complantsof this
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nature are recorded in theindividud file but no centraized daistics are collected. It isbdlieved
that, in 1970, they probably ranged between 60 to 100. | regret that | can offer no better
information without investigating over 24,000 files. Ddlays in paying periodica payments do
not gppear to giveriseto any srious adminigraive difficulties and such complaints as officers
recaive are satifactorily digposed of by routine procedures. It ispossiblethat casesof ddaysin
payment occurred which were not brought to our notice. However, | can give my honourable
Friend an assurance that, when acomplaint ismade, it isthoroughly investigated.

Regarding lump-sum compensation, the amount payable is determined by the extent of
the permanent disability. The time taken to assess the disability depends on the nature of the
injury. The procedure followed is for an assessment of the injury to be made by a medicd
assessment board and for the amount of compensation to be determined by the Workmen's
Compensation Unit. This information is natified to the employer and the injured workmean.
When agreement is reached by the parties concerned, a certificate of goprovd, in both English
and Chinese, isissued by the department to the employer and workman. It isnormally Ieft to
the workman to pursue his dam. However, aspedid procedure by the department is adopted
inthree sets of drcumstances

(@ whenthedisahility is20% or over
(b) whenthe compensationisin excess of $4,000
(© whenanenquiry or acomplaint, either verbd or inwriting, isreceived.

In the fird two drcumdances, a letter, in English and Chinese, is dso sent to the workman
requesting him, if he has any difficulties in obtaining compensation, to telephone a nominated
officer of the Workmen's Compensation Unit. If no reply isreceived, asecond letter is sent. If
agan no reply is recaived, the caseis regarded as dosed unlessit isvery serious or involves a
large amount of compensation. Such cases are pursued until the department is satisfied thet
payment has been made.

There is no gatutory limit within which lump-sum compensation must be paid. Some
complaints are recaived from workmen that the employer has not yet paid them the agreed
compensation because he has not recaved payment from his insurer. Such employers are
advisad by the department to arrange payment immediatdly because the lighility to pay rests
with them. Other complaints are received of the non-payment of compensation which involve
individud investigetion into
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the particular cdrcumgtances. About twelve cases are on record where the employer, usudly
operating on asmdl scale, has not insured himsdlf and has resources only sufficdent to satisfy
the daim againg him through payment by ingaments. There are dso about twelve cases on
record where an uninsured employer has absconded or been dedared bankrupt or where a
workman isunwilling to pursue an outstanding daim in the courts.

DR CHUNG.—I presume, Sir, that dl these daidtics are based on reported cases Has
Government any knowledge of the unreported cases and, if not, what seps is Government
taking or contemplating to taketo find out the magnitude of the unreported cases?

MR HETHERINGTON:—Yes, Sir, theinformation provided by mein reply to the question
was basad on reported cases It is alittle difficult to answer the question as to whether we
know about unreported cases. If we did, they would not be regarded as unreported. But there
areinfact certan depsthat wetake and | hope they are effective to make sure that the number
of unreported cases are reduced to the very minimum; firgt of dl by the vidts of factory
ingoectors, paticularly to indudtrid establishments, and secondly by the system that we have,
andwhich | mentioned in my reply, of saff serving inthe casudty departmentsof dl hospitds;
and ds0 by other methods that we have for obtaining information about persons injured in
indugtrid or occupationd accidents.

DR CHUNG.—Thank you, Sir.

Satement

Mining (Miscelaneous Amendment) Regulations 1971

MR HETHERINGTON:—SIr, | should like to meke a very brief satement about the
purpose of the Mining (Miscdlaneous Amendment) Regulations 1971 which were made on
16th February 1971 by the Governor in Coundll and lad on the table of this Coundl this
afternoon.

The FHra Schedule of the Mining (Generd) Regulaions prescribes eght forms for
goplications for a progpecting licence, amining licence, and amining lease, for a progpecting
licence, for amining licence, for aminerd remova permit, for an authorized buyer's removd
permit, and for an authorized buyer's licence The Frst Schedule of the Mines (Sfety)
Regulations prescribes two forms for an goplication for a mine blagting certificate and for a
mine blagting cetificate.
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All theseten formsarein English. Most of those who normaly usethese formsare more
familiar with Chinese than with English. It was consdered desrable that the Satutory forms
should be prescribed in both English and Chinese. The Mining (Miscdlaneous Amendment)
Regulations 1971 provides accordingly.

No change of any kind has been madeto the English text of the forms. The Chinesetext
isadirect trandation of the exiging English text.

Government busness
Firg reading
APPROPRIATIONBILL 1971
LAW OF PROPERTY AMENDMENT (AMENDMENT) BILL 1971
DANGEROUS GOODS(AMENDMENT) BILL 1971
MERCHANT SHIPPING (AMENDMENT) BILL 1971

Bills read the firg time and ordered to be st down for second reading pursuant to
Sanding Order No 41(3).

Second reading
APPROPRIATIONBILL 1971

The Governor's recommendation cdled for, and sgnified by the Fnandd Secretary
pursuant to Sanding Order No 42(1).

THE FINANCIAL SECRETARY (SIR JOHN COWPERTHWAITE) moved the second reading
of—"A hill to goply asum nat exceeding two thousand nine hundred and thirty-five million,
nine hundred and fifty-nine thousand, two hundred and twenty dollarsto the Public Service of
thefinandd year ending the 31t day of March 1972."

Hesad—Sir, last year the Appropriaion Bill was published in the Government Gazette
during the week before Budget Day and thisled to so much premature uniformed comment in
the press and dsawhere that | sad a the time that 1 would have to consder requesting Your
Excdlency to sugoend Standing Ordersto the extent necessary to dlow the introduction of this
bill today without prior publication. The hill has, in the event, been published today in a
Gazdte Extraordinary. | undergand that publication a this time is not in conflict with
Standing Orders and that | may properly propose the second reading of the hill today. |
accordingly now movethat the Appropriation Bill 1971-72 beread the second time.
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Every year in our financid progress tends to be a remakable one —tha is a
commonplace—hut 1970-71 has perhgps been the mog remarkable in pos-war years, both
for the extreordinary growth of revenue and for the fact that we are dmog catan to
oversoend our origina expenditure estimeates

The edimate of revenuein 1970-71 has been revised from the origind figure of $2,584
million to $2,981 million. Actud revenue in 1969-70 was $2,481 million, so that revenue has
grown by $500 million or a fraction over 20% in one year; and it will be recdled that there
was a reduction in taxation this year estimated to cogt $14 million in revenue. This absolute
increase has never before been gpproached (last year's $399 million was the nearest) whilein
percentage terms it has only been exceeded (cother than in years of subgtantidly increased
taxation) in 1962-63.

1970-71 has indeed been very like 1962-63 in some respects. In addition to substantid
increases in recurrent revenue, largdy under the influence of an exceptiond advance in
economic activity, land sales played amgor rolein raising totd revenue in both years, about
doubling to $208 million in 1962-63 and more than doubling to $258 million this yeer.

Theyidd of Sdariesand Profits Tax reflectstheresults of the previousfinandd year and
it isdear tha that year was economicaly even better than we hed supposed. The estimate has
been revised upwards by $59 million to $749 million, a figure $126 million higher than the
actud yidd in 1969-70. Part of this increase continues to derive from the growth of sdlaries.
When we introduced a new alowance this year to rdieve from tax anyone liable to pay less
than $100, we hoped to reduce very subgantidly the number of active sdaries tax files.
Instead the number has gone up by 9,000.

Theyidd of duties has ds0 increased Sgnificantly, except for tobacco, which islikdy to
havefdlen dightly. Thisfdl isdueto anumber of complex reasons such asfluctuaionsin the
timing of payment of drawback on exports and a transfer of consumption from imported to
Hong Kong manufactured cigarettes It isnot possibleto say what effedt, if any, the advance of
medicd knowledge of the dangers of tobacco smoking has hed. At leest | think we can say
that, with our rdaivey low rate of duty, we would not suffer such seriousfiscd consequences
as many other communities were there to be, for any reason, a sgnificant reduction in
smoking.

The totd revised edimate of revenue is $2,981 million but there are grounds for
bdlieving that we shdll reach $3,000 million for thefirg time. Thisis particularly remarkablein
that revenue reached $2,000 million for thefirgt timein 1968-69, just two years ago, and
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we have had ancot incongderable net reduction in taxation in the meanwhile.

As| have sad, it ssemsthat, exceptiondly, actud expenditure this year will exceed the
origind estimate. The revised figure is $2,473 million which is $30 million higher than the
origind. | am not sure that the revised figure will in fact be reached but we should not fal
more than $40 million short of it.

This dosar-than-usud esimaeis due to anumber of factors. Oneisthat, as| sad when
introducing lagt year's Budget, we had made congderable effort to remove any surplus fat
from depatmentd estimates. Then there was a generd divil sarvice sdary award of 6% for
Scde | gaf and 4% for others (extended as usud to the aded schools and certain other
subvented bodies). The generd upward movement of prices dso affected depatmentd
goending. This is perhgps most naticegble in the fidd of cagpitd public works, where the
revised eimate is $45 million above the origind. | believe that this increase does represent
some accderdtion of work (but | shal leaveit to my honourable Friend, the Director of Public
Worksto spesk of hisphysica achievement) but it aso reflects higher tender prices. It doesnat,
however, reflect the full current incresse in tender prices, cartain continuing contracts let in
previous years, and certain new contracts entered into in the earlier months of the current
finandd year, are a rates|ower than would be tendered today. The Public Works Programme
has not yet fdt the full effects of the inflaion of building cogts which we have recently
experienced with theincreased drain being put on theindusgtry by private devel opers

The revisad edimates of revenue and expenditure for 1970-71 now show a surplus of
$508 million. | believe, however, that thefind figure will be about $550 million.

| should add here that preiminary accounts of the Exchange Fund for 1970 show a
aurplus, after taking account of depreciation of investments, of $134 million which rases the
freesurplusinthe Fund (that is, the excess of assets over 105% of lighilities) to $276 million.

Thiswould bring our totd financid assetsa 31t March 1971, to $2,380 million.

Mention of the Exchange Fund prompts me to draw to Members atention one
remarkable piece of evidence, not only of the growth of our wedth, but dso of its wider
digtribution among the people; the extra currency issued during the holiday season this year
was $615 million, compared with $459 million last year and $305 millionthe year before. It is
not surprisng that prices go up a Chinese New Year with this large increase in spending
power.
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| now tun to the draft Edimates for 1971-72 which are dready in the hands of
honourable Members. They now comprise alarge volume of 657 pagesand | have to express
my gratitude both to my own gaf, and to the gaff of the Government Printer, for their
achievement in having put it together with such expedition and accurecy. The later deserve a
particular vote of thanksfor thelong hoursthey have worked on thisexacting task.

The volume contains dl the usud comparaive and andyticd tables in addition to the
Edimaes themsdves, while the experiment we began last year of trying to write the
Memorandum Notes in an extended form to give some idea of the achievements and future
plans of depatments has been carried further and the draft Edimates now conditute a
compendious record of Government activity. They dso, for thefird time, take arather longer
look into the future but | shdl spesk of thisfegturelater.

We have heard a certain amount of pessmidic tak this year about our economic future,
dthough more recent news of generd agreement reached with the European Economic
Community on the Generdized Preference Scheme has hel ped to counteract this. Even those,
however, who are prepared to confess a maintenance of, or even an increase in, the leved of
business attivity have been spesking anxioudy of risng costs and squeezed profit margins. |
am not whally convinced by such tak and our estimates of recurrent revenue next year ae
based on the premise of acontinued high levd of growth, dthough a araterather lessthanin
the last two years, and, of course, for Sdaries and Profits Tax it is 1970-71 experience that is
reflected in 1971-72 tax yidds.

Thetotd estimate for recurrent revenueis $2,902 million which represents an increase of
8.7% ove the revised eimate for 1970-71. | do not think that this can be sad to be a
pessmidiic forecadt; possbly the reverse might be dleged. There is little thet is particulaly
remarkable about the individud edtimates under the various heads but there are one or two
which probably deserve pecid mention.

The esimated increese in the yidd of raesis only $18 million or little over 5%. This
may seem drange & atime of rising rents and risng production of new property. The reason
for it isthat, in dediding to introduce controls on rent incresses last year and to use the gaff of
the Rating and Vaduation Department to adminigter the scheme, wetook, in effect, addiberate
decidon to forego the additiond revenue which would have accrued from the routine
revauation planned for this year. Normaly we revaue every two or three years, revauing in
dternate years on each Sde of the harbour. But we have had to postpone revd uations due both
in 1970-71 and 1971-72 and we egimate that the loss in revenue in 1971-72 is about $20
millionandin 1972-73
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about $40 million. It is hoped thet the ordinary vauaion processes can be resumed again in
timefor adoption of new vauationsfor thefiscd year commencing 1t April 1973.

This has had an effect dso on Property Tax which, except in cases where rents are
trested as profits, is charged on the annud vaue of property as assessad under the Raing
Ordinance. This has logt us perhgps $7 million in 1971-72 rising to $14 miillion in 1972-73.
This is in some respects a more serious méter in terms of equity, as raes are charged on
occupation of property and al occupants are affected, but Property Tax isin intention acharge
on income from property and that income has now increased in many cases subgtantialy
beyond the rateable vaue—and theincrease is escgping tax. Indeed, | did consder whether the
basis of Property Tax assessment should not be changed to actud rent but the adminigtration
would be complicated and onerous and | came to the condusion thet it was preferable not to
makethe changeto meat what is, | hope, only atemporary Stuation.

The edimated revenue from Stamp Duty a $130 million is $4 million higher than the
revisad edimate for thisyear. Thisisahead of revenue which hasfalen a timesin the past; its
maintenance & thisleve will depend largdy on whether the present very active marketsinred
edate and shares continue.

Pogt Office revenues are estimated a $25 million or 15% higher than in 1970-71, this
exaggerates the red increase in traffic on which the estimate is basad, because the revised
edimate of revenuethis year hasbeen adjugted for the United Kingdom pogtd gtrike; probably,
with the prolongation of the dtrike, inadequatdy adjugted. | should like to mention here that we
ghdl be revigng the sructure of our oversess posta charges next year largdly in consequence
of catan devdopments which took place a the recent Congress of the Universd Podd
Union and dso to bring our charges more dosdy into line with our obligations under the
Union. Someraesarelikdy to go up and some down but the net effect on Pogt Office revenue
isunlikdly to be subgtantid.

In the case of capitd revenues, we expect a fdl from $310 million this year to $196
million next year. A reduction in revenue from land saes is responsble for mogt of the
difference. Onereason for thisisthat asubgtantia part of our land sdlesnext year islikey to be
ether of mgor urban Stes or of indudtria Stesand in both caseswe generdly dlow payments
by ingament ingteed of by way of lump sum; and much of the indudirid land will be in the
New Territorieswhere mogt new leasesinvolve aland exchange dementt.

One interesting and important fegture of the extended use of indadment sdes is the
annud income from suchinga mentsthat we have
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been building up. Because of the different payments periods, it is difficult to give an exact
picture of this but the totd of annua instament payments a present on our books is $57
million ayear. Ontop of this, interest due on outstanding instd ments amountsto $19 million a
year, which is credited to the Interest Head. These are subgtantid figures when one congders
that totd Land Sdesamounted to only $42 millionin 1967-68 and $40 million in 1968-69.

Totd revenuein 1971-72 recurrent and capitd, is thus estimated at $3,098 million which
is$117 million or just under 4% more than the revised figure for thisyear.

It isinteresting and, | think, inadeguatdy taken into account by those who criticize our
fiscd polices that only some 60% of our revenues now come from taxes the remainder
comes principdly from sde of goods and savices, rents and interest. Our financid strength
and our continuing ability to finance the rgpid growth of sodd servicesat low tax rates derives
in part from these policies and the assats they have cregted. Thereisinadequate recognition of
this—inHong Kong at lesdt.

Inintroducing the 1968 Budget | sad that | wasjug alittle sorry that the total estimate of
expenditure for thet year hed just failed to reach $2,000 million for the first time, having just
reached $1,000 million six years before. | did not think thet it would judt fail to reach $3,000
million only three yearslaer.

The totd etimate of expenditure in 1971-72 is $2,936 million. It is $463 million or
18.7% higher then the revised estimate for 1970-71. Thisisavery large, an unusudly large,
increase, paticulaly coming immediady on top of an increase of about $400 million in
actua expenditure this year compared with lagt year. Some may think thet it represents a
generous pating gesture from me, or perhgps from Your Excdlency. | would liketo be ableto
say that thisisso but | fear it isnat. It reflects quite other factors Oneis, of course, rising codts,
both of gaff and of materid things, these risng cods being a conseguence of the same
economic deve opments which have causad the even sharper growth of revenue in the recent
past; but another, probably more important factor, isthe maturing of planslong in the pipdine.
| have for years tried to explain tha Government's plans must not be judged by one year's
edimates of expenditure but by the, in the short term, largdly irreversible plans of expansionin
nearly dl fidds of Government activity. It is true, dl the same, | think, that our present
economic progperity and financid drength have led both Government departments and
ubvented organizations to think more largdy. Finandd restraints do tend to loosen in such
arcumstances and it becomes more difficult for a Fnancid Secretary to say about any Sngle
ratively modest increasein expenditure, and Some not So modest, that we cannot afford it.
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| recently came across some comments by the Honourable E. R. BELILIOS in this
Coundl in January 1893 which seem perhaps not ingpposite to our present Stuation. He said
goroposaproposd to rasealoan, goeeking it must be confessed with hindsight—

"It ishuman nature when funds are avallableto fed indined to spend these funds’
then went on to quote apoet in support of thisview of humean nature, inthewords
"Yemortasever blind tofae
Too soon dgected and too soon date'.

It may be topica dso that he went on to ingance as an extravagance induced by the large
sums avalable for gpending two years previoudy, a proposd "to enlarge unnecessarily our
race course a heavy outlay”.

Itisnat, | hope, sotopica that, at the committee Sage of the Appropriation Bill amonth
ealier, unoffida mations to reduce each head of expenditure by the amount of an increasein
avil savice sdaries the previous year were defested one after the other by the officid

majority.

One of the principd fiddsfor our proposed heavier outlay next year liesin expenditure
on Public Works which is planned to go up from arevised figure this year of $396 million to
$530 million next year. This is partly due to the gregter incidence of incressed codts as old
contracts are completed and new ones let, dthough the full effect of price increases will not
even then be fdt; and patly to two mgor projects (Ka Tek Runway Extenson and the
Rasng of Plover Cove Dam) getting properly into ther dride. But again | shdl leaveit to my
honourable Friend, the Director of Public Works to spesk of the practical implications of the
expenditure proposed.

| should like to draw atention to the very large increase in the Sze and cogt of the Civil
Savice Thiscan be seenin compendious form in Appendices XV and XVI of the Edimates.
For some yearsthe annua percentage increase in the Sze of the divil sarvice has been kept in
the region of 3% after a period between 1960 and 1965 when it was increesng & nearer 7%.
Thisyear theincreaseisdmost 8%. Thismore rgpid riseisdueto two main factors. Oneisthe
increased momentum generdly in the expansion of public services and in the demands being
made on it. The other is that we have made a determined effort this year (aded by the
Egtablishment Sub-Committee of Fnance Committeeto whom | would liketo pay atribute—

we have overloaded them throughout the year) adetermined effort to ded with
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an accumulated backlog of departmentd requests for more staff and to complete the reviews
of the esteblishments of certain mgor departments which we have been engaged on for some
time. | cartainly hopethat therate of growth will fall again next year.

To turn now to the cost of the avil sarvice the totd of the persond emoluments
subheeds of the Edimates for next yeer is just under $1,000 million. This is an increase of
$108 million or 12% over the origind estimate for 1970-71 (or $101 million over the revised
edimate). This underdates the additiond cogts because we have pruned the 1971-72 persond
emoluments estimates even more carefully then lagt year. The true increese is nearer $140
million, taking account of the sdlary award made with effect from April 1970 and daff
increases gpproved during the yesr.

Of this $140 million, the cost of additiond staff may be estimated a $71 million ayear,
and the cogt of the 1970 sday avard & $29 million a year. The remaning $40 million
representsthe"cregp” inthe codt of ardatively young and expanding avil sarvicearising from
the incrementd Sructure of sdary scales, and atendency for piecemed upward regradings of
departmentd staff and improved fringe benefits Mogt of this"cregp” cannot be avoided unless
the establishment has been held without increase over a long period. It is one continuing
increase in commitments againgt which our revenue growth is automaticaly mortgaged. The
growing pension hill isancther; it is estimated to increase by $7 million or 11% next yes.

This picture of the 9ze and cogt of the Civil Sarvice is not complete without some
reference to the daff of subddized inditutions, particularly those like aided schools where
sdaesarelinked to Government's. Theincressad cogt of teachersin aided schools alone next
year over legt year isestimated a nearly $50 million; of which $18 millionisfor sdary awvards
and equa pay for women, $10 million for incrementd "cregp” and $21 million for incressed
deff. The present proposds for revison of teachers sday scdes which are Hill under
discusson will add sgnificantly to this, particularly in the expanding secondary fidd.

There are two other brief rdated comments | should like to make on the gaffing of the
avil service FHrg, | have, on anumber of occasions when presenting the Estimates, poken of
the very high cost of the public service in generd and have expressad doubts whether we can
afford a full provison of public sarvices, paticularly socd sarvices a the present cogt of
g&ffing them. One merdly has to compare the cogt of the public service in other countries of
comparable wedth or even greater wedth in Ada, or in European countries, to experience
these doubts. Themain causg, | think, iswhet | cdl the "expatriate effect”
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that is the sdlaries of our middle and upper echdons tend to be determined by the cogt of
recruiting and employing expatriate $aff; this effect isincreasingly an anachronism aswe have
been increesingly pursuing a policy of recruiting Hong Kong people. Another cause is the
granting of equa pay to women a exiging mae scdes, in Soite of its ingppropriateness when
nether the sructure nor level of our income tax nor yet our sodd services can offer an
adequate subgtitute method of providing differentids in favour of those with families to
support. | am, of course, awvare that not dl men have, and not dl women are without, families
to support but it ishistoricaly true that ma e sdaries have assumed family seatus.

My second point relaes to the Sdaries Commisson which is about to convene. As| see
its primary purposs, it isnot to advise on the gppropriate leve of agenerd award of increased
emoluments to the public service, but to advise on a new and modern gructure for these
emoluments which would take into account the recent developments | have mentioned, and
which may or may not involve achangeinthe generd leve. These developments have, in my
view, rendered the whole present ructure ingppropriate to our changing community and its
agpiraionsfor increased public sarvices. | do nat think that we can continue much longer with
our present Sructure,

| have dready referred to increased goending on Public Works. Departmentd capitd
expenditure has dso shown a subgtantid rise from $57 million to $87 million. Thisis partly
due to dow ddiveries from abroad which are causng a rise in the amounts which must be
revoted from one year to the next. For 1971-72 revotes totd $45 million out of $87 million.
Lagt year, they were $31 million out of $75 million. One large new capitd item is the
provison of $13 million for seven new launchesfor the Police Force

Another capitd item of interest isthe provision of $11 million in Head 51 for new coins,
compared with $4.5 million this year. The large outflow of coins & Chinese New Year this
year hasmede it advisableto increase our ordersfor coinsfor next yeer.

| should like now to draw particular atention to the edimates for the various socid
savices As can be seen from Appendix V and Appendix VII which andyse expenditure by
functions, the proposds for next year commit 40.5% of expenditure directly to the socid
sarvices, compared with 38.6% this year and only 34% five years ago. This is, of course,
relaed to much higher tota expenditure and the absolute figures are even more remarkable.

Spending on Education is estimated a $610.8 million compared with $272 million five
yearsago; and thisestimateis, in fact, undersated
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by about $46 million because it does not indlude financid provison for three decisons which
have been made in principle, but whose detalled gpplication has not been formdly approved
S0 that it would not be entirely proper to ask Coundil to vote funds for them in the context of
the Edtimates.

The fird of these decisons, which | have dready mentioned, is the revisad sructure of
teachers sdarieswhich will cogt about $13 million ayeer initidly.

The second is the new and extended programme of podt-primary education. This is
cdculaed on present plans to cogt $9 million in recurrent codts initidly in 1971-72 plus $10
millionin capitd subsdies

Thirdly, a formad decison has now been taken to provide primary education free,
dthough the actud detls of the scheme have not been fully agreed. It will probably cost
initialy $14 million a year, induding an additiond subsidy to meet cartain essentid cogts of
school operation a present met from additiond contributions by parents, not from the basic
fee. It will dso involve waving s23: million in outstanding loans made from the
Devdopment Loan Fund to the sponsors of primary schoals, it has become the
practice, dthough | do not think it was the origind intention, that sponsors repay these capitd
loans from additiond contributions levied on parents. The walving of these loans does not
affect our main accounts but will reduce the assets of the Devel opment Loan Fund.

| cannat say that | mysdf am particularly hgppy to make this announcement, which
extendsfree primary education beyond those who cannot afford to pay for it (and are not being
asked to do 0 a present) to very many on whom primary school fees are no burden. There
may be very good grounds for universd compulsory primary education but | see none for
universal free education, even if that education is compulsory; for thereis no principle thet |
am aware of which lays down that it is proper to levy compulsory taxes but not compulsory
fees 50 long, that is, as there is adequate provison to avoid hardship for those with low
incomes. | hope that we shdl be able to do something to limit free primary education, and
possibly, for that matter, heavily subsidized primary education, to the schools which do not
cae for the afluent. This is generdly the Studtion in other countries with free primary
education; our system has been digtorted by its historica development.

| have not referred yet to the Polytechnic on which the Planning Committee is ill
working. Thereisno finanadd provison for this other than for the expenses of that Committee

| should, however, liketo draw atention to the esimates for the Universtiesin Heed 81;
thesetotd $131 million. Ten yearsago
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expenditure was $13 million or one tenth of that sum. It istrue thet next year will be the pesk
year for capitd spending a the Chinese University's new ste, but even so it ssemsto me that
the cogt of aUniveraty place is now disoroportionate to the means of our community (and to
the cogt of other forms of education) and will sunt the future growth of our Universties.

The cogt of Medicd Savicesisdso growing rgpidly, dthough not so rapidly a present
astha of Education, because none of the large new proposals we are engaged on are coming
to fruition next year. But codts are going to rise even more rgpidly as these present projects
mature. It sseemsto me, looking at future developments and thelr cog, that we are reaching the
point where we can no longer provide a virtualy free non-contributory public hedlth service,
a high gandards, on the bass of alow tax sructure. At present, for example, the daly rate
charged in Government hospitas does not even cover the codt of the raw foodduffs. It ssems
to me that, with our growing affluence, we mugt condder urgently a more redigtic charging
system for hospitals, Government as well as subsidized. We dreedy have a professond body
of Medicd Sodd Wdfare Workerswith the expertize and authority to ensure that no hardship
arises Thedterndiveisgoing to be higher direct taxes

The edimates ds0 indude provison for the firg full year of the expanded Public
Assgance Scheme with the provison of the sum of $17 million in subhead 13(2) of the
Socid Wdfare Depatment head. This is of course, an edimate of the cod a presat
assdance leves, nat a limiting figure. Additiondly the increased St required in both the
Socid Wdfare Depatment and the Pogt Office involved annud expenditure of about $4
million. Once the scheme is wel underway it would be timey to review the leves of
assganceinthelight of present drcumstances.

It may be noted aso that the amount proposad for Socid Wefare Subventionsin Heed
77 has been incressad from $12.7 million this year to $16.2 million in 1971-72, about a28%
increase dthough voluntary agencies are baing relieved of some of ther caseload by the
Public Assgtance Scheme.

Thereis one further provisond dement in the ESimates. The present agreement on the
Defence Contribution expires on 31 March this year and its future leve is under
condderdtion & presant, a decison having been ddayed because there was no bass for
congderaion of the gopropriate leve until Her Mgesty's Government had reached decisons
on Far Eagtern defence digpositions. In the meantime, the estimates have been prepared onthe
basisof the present agreemernt.
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The difference between the draft esimates of Revenue and Expenditure produces a
aurplus for next year of $162 million, but as | have sad, this is likdy to be reduced
subgantialy, but not diminated, when certain additiond cogtsarefindly determined.

We are fortunate in that we can budget for so unusudly large an increase in expenditure
without incurring a deficit. | have congdered, however, whether | have detected, in our
finandd experience, acausa connexion, or & least a corrdaion, between years of prosperity
and increased revenues on one hand and budgetary deficits on the other. For both our deficits
in recent years tha is in 1959-60 and 1965-66, have come dfter a saries of unusudly
prosperous years which have perhaps led us (as suggested by Mr BELILIOS in 1893) into
rather more spendthrift ways. There is, as it hgppens, a Smilar corrdation, or coincidence,
between Sdaries Commissonsand deficits

But | am not too concerned about these corrdations, in the short term at leedt, as we
remain careful not to dlow recurrent spending to catch up with recurrent revenues by quite a
wide margin. | have frequently stressed the importance of the ratio between these. In the last
ten yearsit has varied between 65% in 1963-64 and 75% in 1968-69. In next year's estimates
it is 74%. Furthermore, as there tends to be a time-lag between revenue growth in times of
rapidly incressing prosperity and the growth of public pending based on that prosperity, we
tend to accumulate surpluses during this period which enable usto look at deficit spending on
capitd works with some equanimity; dthough thereis one catch, in that some $150 million a
year of our present revenue from interests depends on the maintenance of our surplus funds
ungpent; not that this revenue would dl disappear if we invest in works which produce
revenue directly or indirectly. And, of course, we have nat in the post-war years experienced
any long period of serioustime-lag in the opposite direction.

| would like, & thispoint, to draw specid atention to aninnovation inthe draft Edimates
which | promised lagt year. We have induded in Appendices VII—XII forecedt figures of
edimated expenditure annudly up to 1974-75. These are the figures which we have been
compiling for some yearsin the unpublished Five Year Forecast of Revenue and Expenditure
andthey are, | must dress, merdly forecadts, not proposalsfor the actud gppropriation of funds.
| mugt dso ask the public's indulgence for not induding the forecadts of revenue aso, but thet
isanexerdsein crystd-gazing which | should not like to put on public exhibition for a number
of reesons. The Expenditure estimates, while likey to be subgantidly different in actua
outcome (possibly higher as new ideas and policies emerge, possibly lower if achievement
falsbehind intention) have amuch sounder basisin fact asthey are compiled from actud (and
inmost cases goproved) plans
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for expangon. | hope that they will serveto illustrate my often-repeated contention thet critics
under-esimate the built-in growth in our planned expansion by looking only a the year's
edimates and ignoring the seeds of future expenditure.

Theseforecasts show an increasein recurrent expenditure from $2,152 million next year
to $2,813 million in 1974-75, which isan increase of 30% in three years. Capitd expenditure
isforecadt to increase dightly faster from $784 million next year to $1,068 millionin 1974-75.
Totd expenditure in 1974-75 is forecegt a $3,881 million. These figures excdude the
operationsof the Deve opment Loan Fund and the L otteries Fund.

Tha condudes my introduction of the expenditure estimates. The next quedtion theat
aisesiswha, if any, fiscd measures | propose in the light of the estimates of revenue and
expenditure. Let me say a oncethat | propose no increase in taxes but rather the reped of two
taxes, onefarly subgtantia and the other aminor anachronism.

When | proposad the abalition of radio licence fees four years ago, | sad thet it was our
intention to retain the tdlevison licence fee of $36 ayear astdevison was Hill something of a
luxury for the few. Our increasing afluence has however, changed the Studion with
remarkadle rapidity and it is edimated that there are now over 500,000 tdlevison s in
operation—hut, athough effortsto reduce evas on have been meating with substantial success,
itisvery difficult to limit it to reasonable proportions. Revenueis estimated a $8.4 million this
year and just under $9.1 million next year, perhgps not much more than hdf the amount
legdly due There has been, it istrue, a the same time a subgtantid increase in revenue from
roydty payable by Tdevison Broadcagts, Limited dthough a $2.5 million, it is smdl
compared with the revenue from licence fees We propose, therefore, to abolish tdevison
recaiving licences. There was a cartain amount of public complaint about the arrangements
mede for abalition of radio licences because some unlucky people had just renewed their
licences, while some lucky ones hed licences just aout to expire. We propose, therefore, this
time to adopt the systemn used in Britain when radio licences were abolished there: that is, to
abolish them completdy as from 1 April 1972, and in the meantime to require renewd of
expiring licences for the period between their date of expiry and 31 March 1972, a
gopropriatedy adjusted fees S0 that dl licences findly expire on the same day. Thiswill dso
give parity of treetment between those with tdevison licences of ther own and those who pay
on amonthly bad's through thair subscription to Rediffuson Tdevison. Therewill, therefore,
be somerevenuein 1971-72; posshly the estimate
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should be reduced from $9.1 million to $5 million. There would be no revenue theredter.
Aboalition requires an amendment of the Telecommunications Regulaions by the Governor in
Coundail.

The second tax we propose to abalish is that levied by the Sunday Cargo Working
Ordinance. This was introduced in 1891 under pressure from London and againg a certain
amount of oppostion from businessinterests. It levies afee on shipsworking cargo on Sunday.
| can describe its purpose best by quoting the words of the Governor at the time, Sir William
DESVOEUX; hesad about the scae of fees proposed—

"My object wasto fix the cogt of apermit & the smalest sum that would have the
practica effect of putting an end to working cargo on Sunday. Thereisno desireto raise
revenuefromit.”

The idea was to rdieve ships crews rather than port workers but it seems doubtful if it ever
had much effect on the working of cargo on Sundays and certainly has had none for many
years. It has become virtudly atax for revenue purposes, indeaed, we increased it by 50% in
1962 with thisin view. The revenue is smdl, however, being about $700,000 a year. In 1892
the honourable Ho Ka, as he was then, in explaining his origind support for the measures
gooke asfollows—

"Persondly, my sympethy is with those who are trying to obtain one day's rest out
of seven, whether there be one thousand men in the Colony who are affected by it or
only one. As | mysdf wish to have my Sunday rest, | dso wish that everyone e may
havethe same”

Now that we have passed legidation providing the right to four rest-days amonth for all
workers, thelagt vestige of the origind purpose hasgone and | fed that we should removeit as
an anachroniam; the more particularly as we have recently revised the fees payable by ships
towardsthe services of the port.

Thesearemy only proposas concerning taxes but | must now speek of water, on which
we do not levy atax (except a2% dement induded in Rates) but charge for supplies actudly
consumed.

My firg topic is the supply of water. Although it is not long sSnce we completed our
largest Snglewater supply scheme a Plover Cove, which trebled our storage cgpacity, and we
are now engaged in extending it, the present rate of increase in consumption of water is 0
rapid (about 8% lagt year, afigure we happened to have adopted for planning purposes), and
the time between conception and completion of amgor scheme o long, that we haveto meke
plansupto ten years
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ahead. We now virtudly have to provide a source of supply the Sze of Shek Pk every two
years and, of course, the annud increment is growing; in afew yearsit will be one Shek Pik
every year unlesstherate of growth falssubgantidly.

Our basc amisto provide aminimum of four hours every day from our own resources
in theworst season asupply system which can achievethiswill in practice give ustwenty four
hours a day in dl reasonably normd circumstances. Our researches both into the probable
growth of demand and the possible sources of supply and into their sgnificance for our basic
am haveled usto the conduson that we must proceed a once to implement the High Idand
Scheme. This scheme will eventudly provide about 70 million gdlons a day and is now
edimated to cogt $1,000 million. This figure indudes the necessary extension of the main
trunk digribution system and is to be compared with the $700 million which is the cost of
Plover Coveinits extended form. It represents about $250 for every man, woman and childin

Hong Kong.

But High Idand cannot begin to produce any water until 1976 (and will not reach full
supply before 1979) and, if consumption continues to grow &t its present rate, there will be a
period between 1974 and 1976 when we would be in some difficulty in meeting our
minimum supply criterion were rainfal to be sgnificantly beow normd. As anyone who
experienced the drought of 1963-64 and remembers the hardship it causad will, | am sure,
agree, we cannot aford to take risks with the water supply. We have therefore come to the
further condusion that we mus set up desdting plants cgpable of producing 20 million
gdlons a day by 1974, dthough waer 0 produced will cost more than twice as much as
naturd supplies & present. This would be sngle purpose plant, thet is not linked with the
production of dectricty. It means procesding to plan the ingdldion immediady
(incorporating thelessonswewill havelearnt from thesmdl pilot plant being set up a present).
Thecapitd cogt isesimated a $190 million.

| might add that there is alimit to the amount of Sngle-purpose desdting plant that we
can economicaly usein our present system because of limitations of gorage. Thislimit will be
60 million gdlons per day, after High Idand has been added to the system. For the same
ressonsthereisalimit on theamount of Chinese water we can economicaly takeon aregular
contractud basis. But we could probably use more than we do now and we shdl be inviting
the Chinese authoritiesto explore the possibilitieswith us.

Looking further ahead we shdl have to begin dealled discussons with the power
companies about the possibility of dud purpose plants
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for water production in the early 1980's. We shdl, with High Idand, have exhausted mgor
conventiona sources, athough further minor schemes might till produce useful additions to
supplies

Neither the proposal to proceed a once with High Idand or that for the planning and
inddlation of desdting plant giving 20 million gdlons aday has yet been formdly put to this
Coundl or to its Fnance Committee, dthough honourable Members are awvare of them. |
gpologizeif | gppear to be jumping the gun. Detailed proposals will be presented as soon as
posshle

Vey large capitd sums are involved in these projects and, aso, with the introduction of
desdting, large recurrent sums; 20 million gdlon aday desdterswill cost $21 million ayear to
run, that is, over $3 a thousand gdlons for this dement of cogt done dthough it is an
advantege of sngle purpose desdtersthat they can be run intermittently, only when required.

At presant, in spite of a 24-hour aday supply which spreads overheads, charges are not
covering codts It will be recdled thet, when we raised the charge for water in 1965 from $1 to
$2 athousand gdlons, we guaranteed that it would remain unchanged up to the end of 1970.
We have kept this promise but in doing so have run up adeficit in the notiond water acoounts
on fresh water supply which will amount to $56 million by the end of this financid year.
These accounts up to 31 March 1970, are at Appendix XV 11 of the draft Eimates.

It isacharacterigtic of water—or a least our water supply—that each new source tends
to be more expengve than the lagt, both because the avalldble Stes are less economicd and
because the cost of capitd has been risng. Our present internd supply system produces water
a acog of $1.45 per thousand gdlons trested and ddlivered to service reservoirs, Chinee
water cogts $2 a the same point. High Idand will cogt alittle over $2, while desdted water
from the proposed single purpose plant will cost between $4 and $5. To these costs must be
added didribution and other operating cods and the loss in the digtribution system, which
together add about $1.50 per thousand gdlons in each case. Furthermore, these unit costs
relae to the optimum Stuaion where the capacity of the system is being fully utilized. The
actua amount of water consumed, will dways be lessthan this, @ther because actud demand
asreflected in consumption has not yet caught up with the potentid supply (and we can never
let it do that for any length of time) or because consumption may have to be redtricted in
periods of drought. Asthe high capital cogs of the system arein practice spread over asmdler
quantity theactud unit cogt ishigher than thetheoreticd one.
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It isedimated that over the period from 1971 to 1976 (i.e goproximately up to thetime
when High Idand should begin to supply), and assuming a 7% increasein actuad consumption
annudly, the average price of weater will have to be about $3.40 a thousand gdlons to cover
cods Thisisafter taking into account the yidd from 2% of Rates and it dso indudesa small
dement to diminate the accumulated defiat. If, therefore, we are to continue our present
practice, as | think we should, of pricing water S0 as to recover cods, assuming a rate of
interest reesonable in rdaion to current rates a the date of investment (when we are assuming
7% a present), then it is dear that we must proceed to raise the presant price of water
subgantidly forthwith. | say that we must continue our present practice because the supply of
water cannot be regarded as asocid service. Above afarly smdl minimum amourt, it isthe
provison of a commodity of which consumers may choose to purchase more or less (and
there are, in fact, wide variaionsin levels of domestic consumption), they should, therefore,
pay the appropriate price (on a non-profit bass) for what they choose to consume, the more
particularly so asacontinuity of supply to meet their demands requiresthe invesment of large
amounts of the community's capitd. | am not suggesting that we should price water 0 asto
reduce these cdls on the community’s capita and | do nat think our proposed new charges,
which I will cometo shortly, will have any effect on thelevd of consumption.

One quedion which arises is whether we should not introduce a greater degree of
differentid pricing than we have a present; the only exceptions to the present price of $2 per
unit are $5 for contractors and ocean-going ships and $3 for non-ocean-going ships

Webdievetha there are dear and sound grounds for tempering theincrease to domestic
consumers and raigng the price to commercid consumers by a higher amount. There are a
number of reasons for this Frdly, it is our policy to endeavour to ensure that indudtrid
demand is as fully met as possble even when domestic supplies are severdly redtricted. The
consequence of thisistha, contrary to the Stuation with dectricity where supply isnot subject
to the vagaries of nature, a high condant load factor is less economic than one on which
fluctuations can beimposed. This particular phenomenon might be modified to some extent as
greeter rdiance comesto be placed on desdting but thet isalong way ahead.

Second, the demand of trade and indudry is risng, and has been for some years, more
rapidly than domestic demand. It is forecast that between 1969 and 1981 domestic demand
will rise only from 75 million gdlons aday to 125 million gdlons a day, or 4.1% a year, but
trade and industry demand will risefrom 42 million gallons aday to 196 million gdlonsaday
or 13.7% ayear, morethan threetimes as
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fadt. These forecads are based on experience. This has two effects on cods Frg, if the
demand, to meet which we are planning SO condderable an investment of capitd, does not
eventuate, the cost per unit consumed will be increased thereby because we will be under
utilizing the system. The estimate of increasein commercid demand is, in the nature of things,
more speculative than that for domestic demand. In other words, we will be teking a higher
degree of commerad risk, with public money, in endeavouring to ensure a continuity of water
supply for trade and indudry than for domestic supply. Secondly, eech source of supply
tending to be more expensve than the lag, the growth of commercid demand is pushing us
more rgpidly than isdomestic demand towards higher supply cods

Thirdly, it would be bad economic policy to encourage the growth of industries or other
activities, which are dependent on large consumption of water by pricing weter unredisticaly,
leading to the need to invest yet more public capita in ever more expensive supply schemes.
And, findly, trade and indudry in generd make a smdler contribution to weter revenue by
way of ratesin proportion to water consumed than do domestic consumers.

It may be of interest in this context thet afactory usng 500,000 gdlons per day, and we
dready have some of these, involves Government in the outlay of between $7-$8 million in
public capitd investment to giveit itsweater supply done.

For these reasons we propose that the price per thousand gdlons be incressed to $3 for
domestic consumers, to $4 for trade and industry and for non-ocean-going ships, and to $7 for
oceangoing ships, but remain unchanged at $5 for the building industry. We do not believe
that the domestic increasewill cause any hardship nor thet the commercid incressewill inhibit
indugtrid development except, perhaps, of a kind which we cannot afford in any case. A Six
member family in aresgttlement edtate a present incurs an average bill of $4.50 amonth; the
increse will be $2.25 a month, assuming, thet is, they do not reduce consumption. That will
pay for 2,250 gdlons amonth, which isnot asmdl amount. As to industry, when the charge
was increesed to $2 in 1966, it was edimated that for the dyeing and finishing industry
(genedly, by awide margin, the biggest indudrid user) the increase was less than 1% of the
sdes vaue of finished doth. On that basis the present proposed increese would add
ubgtantidly less than 2%, taking into account deve opmentsin the indudtry. The generdity of
industry will be affected very much lessthan this

We did congder differentiating, not on the basis of use, but by means of an upward
diding scaebased on quartity. There are, however, very great difficultiesabout this (asthereis
for usng quantity rather than time asthe bass of restrictionin times of shortage). It
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would be difficult to prevent consumers splitting up their consumption into as smdl separae
aress as possible; and there are large domedtic buildings where bulk metering isin use and a
diding scae would be unfarr on sparate householders. The power companies do not have the
same problem as with ther downward diding scde they have the eeser problem of
preventing unreasonable bulking of consumption.

It isintended that the changes be brought into effect from meter readings teken from 1<t
July onwards. Asmeters are read quarterly this meansthat no-one will pay the new charge for
any water consumed prior to the announcement of the change, dthough somewill enjoy water
a the presant rate rather longer then others. A crash meter reeding programme over alimited
period of timeisno longer feasble with 418,000 metersin use.

This ddayed introduction will not goply to shipping or building. Specid supply and
charging arangements arein force for these and it is intended to gpply the new rates from 1<t
April.

On the assumption thet the new rates will have no effect on consumption, induding the
rate of increasein consumption, they would bring in additiond revenue from water in 1971-72
of $66 million if gpplied for the full year, roughly equaly divided between domegtic and
commercid users. The ddayed stat would reduce this to $44 million in theory. | would
proposeto incresse the estimate, however, by $40 million only.

The price of water is st by the Governor in Coundl by regulaion. The gopropricte
amendment to the Frgt Schedule of the Waterworks Regulationswill bemade a an early dete.

| can give an assurance that these charges will nat be increased again before the end of
1976 and | have hopes that we will be able to mantain them for a further four or five years
theregfter, unless there is an extraordinary increase in operding cods or demand fdls well
below forecadt leves

It is of interegt, dthough it is not our reason for proposng higher charges that the
increesed rates should bring in aout $700 million net in terms of cash flow during the period
1971-72 and 1975-76; of thisabout hdf would come from the increase in charges. During the
same period capitd expenditure on Waterworks is estimated a $1,350 million of which we
shdl haveto find nearly hdf from other sources.

It has dso become necessary to congder thelevd of charges for salt water for flushing
purposes. The present rate is 40 cents per thousand gallons (and has been snce a supply was
firg givenin 1959)
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but, as sdt water cannot be metered in the normd way because of corroson, the gpplication of
this price for bulk consumers depends on periodic assessment basad on test metering and, in
the case of domedtic premises, on an arbitrarily assumed ratio between fresh and st waer
consumption.

Origindly the rate was fixed on araher arbitrary assessment of cogs & atime whenwe
had no experience of sdt water supply. The assessment erred, too, on the consarvative Sde as
wedid not wish to discourage the adoption of what wasthen as unfamiliar sysem. Thereisno
danger of discouragement now bt it has become dear for some yearsthat the sysemislosng
heavily, and attracting unfavourable comment from the Director of Audit. Theannud deficitis
now of the order of $7 million to $8 million on an income of under $% million and is
increesing each year, largdy as a consequence of extenson of the system. The accumulaed
deficit a the end of this financid year will be about $27 million. The sdt water accounts are
adsoin Appendix XVII of thedraft Estimetes

SAt water can be coged rather more accuratdy than fresh water because its supply is
congtant and does not depend on rainfdl or cogtly impounding reservoirs. A review of the cost
has now determined that it is gpproximately 70 cents per thousand gdlons

The reaionship of fresh water to sdt water consumption in domestic accommodeation
has dso been regppraised. Under the present system, it is assumed that only one gdlon of st
water isused for every four gdlons of fresh water. Tests have shown that the true figure varies
from something like one to three in high and medium dengty resdentid areasto oneto two-
thirdsin resettlement estates. The average might be put & oneto one.

It is proposed, therefore, to increase the basic charge for sAt water from 40 centsto 70
cents per thousand gdlons and to gpply the new rate on the basis of an assumed consumption
of one unit of sAt water to one of fresh. It is intended that the new rate will gpply to the
assessad consumption of bulk consumers from 1t April and for others it will apply to bills
based on fresh water meter reedingstaken on or after 15 July. Theincreasein revenue on afulll
year basis next year would be $9 million but the actud increase next year is put a $6 million.
The effect of this proposd, taken with the increase in the price of fresh water, will be to
increasethe cogt of dl water suppliesto the domestic user who has sat water flushing by 76%.
Thetotd increasein cod to the average resettlement family | referred to before will then be not
$2.25 pa month but $3.24. The user of sdt water flushing will, of course ill pay
ubgtantidly less than the smdl minority who do not have accessto sdt water mans and are
permitted to usefresh weter
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| have one further proposd to meke it is a formd one rather than one with any
subgantia practica consequences. In 1953 aresolution was passed by this Councl setting up
a Revenue Equdizaion Fund. In proposng the sdtting up of this Fund, my predecessor,
having spoken of the need dways to have in mind the dangers of depression, went on to say:

"We propose to establish this Revenue Equdization Fund spedificdly for the
purpose of meeting any serious shortage of revenue for a particular year, or for mesting
any non-recurrent increasein expenditurein any particular year. Thereisfor examplethe
possibility that we might have some disaster such as atyphoon which would involve us
in very heavy expenditure for repairs and rehabilitation. If thet were to happen now and
were to cause a deficit on the year's accounting, despite an immediate pruning of dl
other expenditure, the Colony's credit would suffer; but with the establishment of this
Fund built up in progperous times, pedificaly for this purpose, we would bejudtified in
carying on our normd adtivities and meeting the extraordinary expenditure as well.
Now this Fund could carry a temporary shortfdl in revenue, but | must make it
abolutdy dear that it can only carry atemporary shortfdl, and that theided of having
revenue and expenditure in balance mugt dways be amed a. We propose gradudly to
build this Fund up to the levd of one year's revenue, and as afirs gep to trandfer to it
from the Generd Revenue Baancethe sum of $100 millions."

Since then we have added only $38 million, and nothing at dl snce 1960, so that the Fund is
veay far short of the origind target of one year'srevenue. Indeed, our totd financid reserves a
present, which many criticize as excessve, amount to only eight months revenue.

But, whatever the Stuation may have been in 1953, | do not think thet an accounting
device of this kind can influence in any way the effect on our credit of temporary deficts
What will influenceit in these drcumgtancesis our overdl reserve postion, whatever we may
cdl the fund in which the assets are hdd. With finendd reserves of the present Sze and with
our compardively large reserves of taxable capadity, deficit years, within limits, would have
no effect on our credit. Indeed, deficit budgets are now commonplace, if not fashiongble. |
propose, therefore, that the Fund be wound up and its assets trandferred back to the Generd
Revenue Bdance Thiswill require aresolution of this Council.

Teking into account the additiond expenditure on Education which | have referred to,
and the proposed changesin taxes and water
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charges, but not any possible variation in the Defence Contribution, the esimated surplus
would be reduced from the figure of $162 million in the printed draft Edimates to $157
million.

S, that completes my statement introducing the second reeding of the Appropriation
Bill 1971-72. | commend the draft Estimates of expenditure to honourable Members

Question proposed.
Debate adjourned pursuant to Sanding Order No 54(2).
4.02 pm.

HIS EXCELLENCY THE PRESIDENT.— think honourable Members might like a short

suspengon a thistime. Counal will accordingly suspend and resume a 15 minutes past Four
odock.

4.16 p.m.

HISEXCELLENCY THE PRESIDENT:—Coundil will resume.

LAW OF PROPERTY AMENDMENT (AMENDMENT) BILL 1971

THE ATTORNEY GENERAL (MRD. T. E. ROBERTS) moved the second reading of —"A
bill to amend the Law of Property Amendment Ordinance.”

Hesad:—Sir, the Law of Property Amendment Ordinance, which was enacted in 1873,
followed dosdy the provisons of the English Law of Property Act of 1859.

Section 7 of this 1873 Ordinance provided that rief under the Ordinance might not be
given by the court againg forfeiture for a breach of the same covenant in alease to the same
person more than once. This was intended to prohibit reief if the same person had broken a
covenant to insure the property comprised in alease on more than one occasion.

In 1911, however, for reasons which are not now tracesble, the words "under this
Ordinance' wereremoved from section 7.

In arecent case, the Supreme Court ruled that the effect of thisremovd isto prevent the
court from granting relief againg forfature for the non-payment of rent more than onceto the
samepasoninrdationtothesamelesse



432 HONG KONG LEGISLATIVE COUNCIL—24th February 1971.

[THE ATTORNEY GENERAL] Law of Property Amendment (Amendment) Bill—
second reading

This conflicts with the long established rule of equity that rdief againg forfeiture for
non-payment of rent will normdly be granted if the person in default pays up the arrears of
rent, plus cogs and interest, even if he has offended in asmilar manner before.

The object of this short hill isto restore what was previoudy thought to be the position,
namdy tha the bar agang rdief againg forfeture on more than one occagon is limited to
falure to observe a covenant to insure and that rdlief againg forfature for other reasons may
be granted by the court in al casesinwhich it fedsthisto be gppropriate.

Quedtion put and agreed to.
Bill read the second time.

Bill committed to a committee of the whole Councl pursuant to Sanding Order No
43(2).

Explanatory Memorandum

This Bill reinsarts in the principd Ordinance words which were repeded by the
Law Revigon (No. 2) Ordinance 1911.

In a recent case in the Supreme Court, the Judge suspected that the words were
repedled in over-sight, and he pointed out thet the result of the reped wasto limit along-
ganding rule of Equity, concerning relief againgt forfeiture for breaches of covenant.

TheBill seeksto rectify the Stugtion in repect of future breaches of covenant.
DANGEROUS GOODS(AMENDMENT) BILL 1971

MR HETHERINGTON moved the sscond reading of:—"A hill to amend the Dangerous
Goods Ordinance”

He sad—Sir, this hill is dosdy rdaed to the Merchant Shipping (Amendment) Bill
1971 which was read for the firg time ealier this afternoon and to which, with your
permission, Sir, it would be convenient for meto refer.

Following the enactment of the Dangerous Goods (Amendment) Ordinance 1964, the
Commissoner of Mines assumed, on 1s August 1964, Satutory responsibility for controlling
the manufacture, Sorage,
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trangportation, and use of explosves. An excegption was made, for the time bang, of
explosvesgored in bulk a the Government Gunpowder Depot Stuated on Green Idand. The
Director of Marine retained satutory responghility for the depot under the Merchant Shipping
Ordinance. It became possble for the Commissoner of Mines to assume adminigrative
control over the Green Idand depot on 1t July 1969 from which dete the Director of Marine
ddegaed the necessary dautory powers to the Commissoner of Mines. St at the depot
were firs seconded and subsequently trandferred from the Marine Department to the Mines
Department. The Dangerous Goods (Amendment) Bill 1971 now completes the transfer by
giving datutory jurisdiction to the Commissoner of Mines to carry out the responshbilities
which hehasassumed in practice.

Thehbill amendsthe principa Ordinanceto provide for the establishment of Government
explosves depots Consequentid amendments are necessary to the Merchant Shipping
Ordinance which are dedt with by the Merchant Shipping (Amendment) Bill 1971. In
addition to the use of the more gppropricte desgnetion of explosve depat indead of
gunpowder depat now used in respect of Green Idand, the bill permits the establishment of
more than one depat, ather permanent or temporary and ether land-based or located on a
vesH. If avesd isusad as a Government explodves depot, new section 13C, introduced by
dause 7, resarves specid powers to the Director of Marine to give directions regarding the
movemean, Sting, and use of the vessd. Otherwise, dause 7 provides for the control and
management of explodves depoats to be the responghility of the Commissoner of Mines. It
aso empowers the Governor in Councll to make regulations for the proper control and
management of depoats. Itistheintention, if thishill is enacted, to make such regulations under
new section 13E.

Theonly other nateworthy fegture of thishill towhichit is necessary to draw atention is
dause 5. This introduces, in dandard form, a new section to the principd Ordinance
empowering the Governor to giveto any public officer, other than ajudge or magidrate, over-
riding directions, @ther in generd or in paticular, regarding the exercise of any powers,
functions, and duties under the Ordinance.

As| sad ealier, thishill and the Merchant Shipping (Amendment) Bill 1971 are dosdy
rdaed. | have d0 refared, in the course of this speech, to an intention to make new
regulations for the proper management of Government explosves depots. These new
regulaions will, in turn, entall amendments to exidting regulaions made under the Merchant
Shipping Ordinance. In order that dl this interconnected legidation may become effective &
the same time, dause 1 of the hill under condderation provides thet its provisons shal come
into operation only on a day to be gppointed by the Governor by natice in the Government
Gazdte,
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DR CHUNG:—Your Excdlency, in rigng to support the mation for amending the
principd Ordinance to provide for the esablishment of and to make regulations for the
management of Government explosives depoats, | beg to maketwo obsarvations.

Honourable Members are awarethat Snce 1967 atota ban wasimposed onthesde and
handling of explosves. However, in order to continue supplying explodves for the use in
quarries, a control system for sorage, trangportation and use of explosives for blagting was
introduced by Government. The contral system is bascdly tha each quary is etitled to
recaive explosives two or three times aweek and on the days fixed by the Commissoner of
Mines The explosves are trangported to the quarries in gpedid vehides under Police escort,
and consumed under the supervision of the Commissoner and Police. Any surplus explosives
aredther returned to Government Sore or destroyed on Ste.

In generd, | am informed, the control system has worked farly wel in the past when
quarry business was rather dack, dthough on severd occasions the explosves did not arrive
on the specified days and the quarries had to gop work. However, in view of the present
buoyancy in building activities, | am given to understand that some quarries find it difficult to
increasether output for meeting risng demand dueto limited ddlivery services of explosves

The quarries fed that in the light of the Stuaion of Hong Kong today, as compared to
1967, Government should review the system of control with an am of smplifying the control
procedures and improving the ddivery servicesto the extent that the mogt efficient use can be
meade of the equipment and mining rights. In my humble opinion, Sir, such arequest by the
quaries is both timdy and reasonable, and | therefore hope my honourable Friend, the
Commissoner of Mines, will find it possbleto make agtatement to this effect.

My second obsarvaion, S, is about the new section 13E under dause 7 of the
amending hill. This saction empowers the Governor in Coundl to make regulations for the
management of explodves depots without ther being subject to the approvd of the
Legidaive Coundl. The procedure of making regulaions in this Ordinance is quite different
from that in the Factories and Industrid Undertakings Ordinance whereby dl regulaions shal
be subject to the goprovd of the Legidative Coundil. | am aware that regulaions made under
the exiging Dangerous Goods Ordinance do not require the goprovd of this Coundil.
Nevethdess | see no good reasons for not subjecting the regulaions made under the
Dangerous Goods Ordinanceto the
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goprova of the Legidaive Coundl, particularly when fees and charges are involved in these
regulaions

Honourable members will no doubt remember that in recent years there have been
severd ddiberationsin this Council on the Factories and Indudtrid Undertakings Regulations
and, asareault, anumber of regulaions had been amended and severd others are now under
active condderation by the Commissioner of Labour. | do beieve, Sir, that this Council should
be given an opportunity to publicly debate and gpprove the regulations for contralling the
manufacture, sorage, trangportation and use of dangerous goods. | therefore propose that
condderation be given to amending the principa Ordinancein thisrespect.

MR HETHERINGTON:—Sir, | thank my honourable Friend Dr CHUNG for his generd
support of thishill. However, | regret to say that heis not correct when he saysthat atotd ban
on the sdle and handling of explosives has been in force Snce 1967. However, it is true thet,
snce then, overnight sorage of blagting explosves on commercid Stes has been generdly
prohibited, al blaging explosves have been trangported under armed guard from the
Government Gunpowder Depot to these dtes, and the use of blading explosives has been
supervised by officers of the Mines Department and the Public Work Depatment and
members of the Civil Aid Services and given amed protection by members of the Royd
Hong Kong Auxiliary Police Force.

As my honourable Friend says, the system of control has worked reasongbly well. Any
operator of a quarry or congruction gte who goplies for explosives recaves ddivery of the
amount requested. Except on very rare occasions, ddivery is made on up to three daysin any
one week provided the weether permits and a generd holiday does not intervene. Ddivery
dates for particular didricts are known to dl operators because they are not varied and this
system dlowsthem to plan ther operationswel in advance.

| an avae of two occedons in recent months when the sysem faled and
inconvenienced operators. Once, a vehide carrying explosives developed a mechanicd fault
and the rdief vehide was not immediaidy avalable. On a second occason, explosves were
ddivered but, through an oversght, no detonaors had been loaded. These were two
regrettable but unusud falures which sood out largdly because we have made over 30,000
satifactory ddiveries | am dso awaretha there have been increesng demands for ddiveries,
espeddly ontheidand, which, & times, over-tax the present organization.

My honourable Friend, as a Member of the Finance Committee of this Coundil, may
recollect that this Committee, lagt year, gpproved
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of the provison of funds for the purchase of additiond vehidesto carry explosves and for a
large increase in the establishment of the Mines Department to enable the introduction of a
daly ddivery sarviceto any Ste anywherein Hong Kong. These vehidesare on order and the
recruitment of the g&ff isin progress. As soon as this equipment and trained personnd are
avalableto me, | can assure my honourable Friend that amore frequent ddivery sarvice will
be provided. | think thet 1 should mention, in passing, that not al operators of quarries and
condruction gtes meke full use of the exiging fadlities avallable and often prefer, by careful
planning, to regtrict blagting to twice or even once aweek.

The second observation of my honourable Friend raises generd and spedific issues on
subsdiary legidation. On the gengrd issue, section 34 of the Interpretation and Generd
Clauses Ordinanceisrdevant. Subsection (1) of section 34 requiresthat dl regulationsshdl be
lad on the table of the Legidaive Coundl a the next gdtting after publication in the
Government Gazette. Subsection (2) reeds asfollows

"Where rules, regulaions or by-laws have been lad on the table of the Legidaive
Coundil, in accordance with the provisons of subsection (1), the Legidative Coundl
may, by resolution passed at the next mesting of the Legidaive Coundl held after the
gtting a which they were 0 lad, provide that any such rules, regulaions or by-laws
shdl be amended in any manner whatsoever and if any such resolution is o passed, the
sad rules regulaions or by-laws shdl, without prgudice to anything done thereunder,
be deamed to be amended as from the date of publication in the Gazette of such
resolution.”

It is consequently open to any Member of this Councl to move aresolution seeking to
amend any regulaions made by the Governor in Council under any Ordinance in accordance
with section 34(2) of the Interpretation and Generd Clauses Ordinance.

On the spedific issue, | suggest that my honourable Friend has drawn a false andogy
between the Dangerous Goods Ordinance and the Fectories and Indudtrid Undertakings
Ordinance. Section 7 of the Factories and Indudtrid Undertakings Ordinance empowers the
Commissoner of Labour to make regulations on certain matters but dl regulations made by
him are subject to the goprovad of this Coundil. This particular Ordinance is primaily the
concearn of one department and only the Commissoner of Labour is authorized to make
regulaions. On the other hand, the Dangerous Goods Ordinanceis concerned
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with awide range of substances There are ten mgior categories of dangerous goods listed in
the Dangerous Goods (Classification) Regulations ranging from explosives, gases, and adids,
to various types of poisonous and combustible substances. Explosives comprise only one of
these ten categories Severd departments are concerned with dangerous goods. Theseindude
the FHre Savices Depatment, the Maine Depatment, the New Teritories Didrict
Adminigration, the Royd Hong Kong Police Force, and the Secretariat for Home Affarsin
addition to the Mines Department. Section 5 of the Dangerous Goods Ordinance areedy
empowers the Governor in Councl to make regulations on meaiters concerned with this
Ordinance. Such a provison is gppropriate because the scope of the Ordinance embraces a
wide range of subgtances and a vaiety of depatments of Government. The subddiary
legidation made by the Governor in Councl under the Dangerous Goods Ordinance a
present tekes up 267 pages of the printed Laws of Hong Kong. New section 13E, introduced
by dause 7 of the amending hill, has very limited goplication because it rdaes only to one
agoect of one category of dangerous goods—the sorage and ddlivery of explosvesin bulk. It
merdy sets out, in a new pat Il to the prindpa Ordinance, the spedific powers of the
Governor in Coundil to make regulations for the management of explosives depots as diginct
from the more generd powers of the Governor in Council dreedy provided for by section 5. It
does nat, asisthe case with the Factories and Industrid Undertakings Ordinance, empower a
paticula head of a Government department, in this case, the Commissone of Mines, to
make regulaions. To that extert, it is congstent with other provisons of the Dangerous Goods
Ordinance.

(DRCHUNG rose).

HISEXCELLENCY THE PRESIDENT:—You can't oeek again, Dr CHUNG, | am afrad.

DR CHUNG.—Upon daification, Sir.

HISEXCELLENCY THE PRESIDENT:—Yes, indeed.

DR CHUNG— am aware of the right of this Coundl to change reguldions after
publication, Sir, but my point and my request is for Government to propose the regulaions
and to explain thereason for ther introduction in this Counall before thelr enactment.

Quedtion put and agreed to.

Bill read the second time.

Bill committed to a committee of the whole Councal pursuant to Sanding Order No
43(2).
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BExplanatory Memorandum

This Bill amends the principa Ordinance to provide for the establishment of
Government Explosives Depats for the sorage of explosves. The new depotswill replace the
exiging Government Gunpowder Depot, which is esablished under the Merchant Shipping
Ordinance (Chepter 281).

2. Theman new provisons are contained in dause 7. The Governor may designate
places and vesds as Government Explosive Depots. The Commissoner of Minesiis given
the control and management of the depats, but the Director of Marine may control the useand
movement of any vessd designated as adepat.

3. The Governor may gppoint managers and deputy managers of the depots (new
section 13D). Regulaions may be made by the Governor in Council for their proper

management (new section 13E).

4. By dause5, the Governor may give directionsto any public officer, except ajudge
or magidrate, asto theexercise of the officer'sfunctionsunder the Bill.

MERCHANT SHIPPING (AMENDMENT) BILL 1971

MR HETHERINGTON moved the second reading of—"A hill to amend the Merchant
Shipping Ordinance™

Hesad—Sir, thishill isdosdy rdaed to the Dangerous Goods (Amendment) Bill 1971
onwhich | havejust spoken. Itsmain purposeisto deete referencesin the principd Ordinance
to the Government Gunpowder Depot a present under the statutory control of the Director of
Marine and to make some consequentid changes.

A secondary and whally unrdated purposeisto amend the principd Ordinanceto bring
sections 69 and 78 up to date following arecent revison of the International Code of Signds
Clauses 3 and 4 provide accordingly.

| have ds0 jud sad that it is the intention to bring the Dangerous Goods (Amendment)
Bill and the Merchant Shipping (Amendment) Bill, if they are enacted, in to operaion on the
same day. Subsection 2 of dause 1 authorizes the Governor by notice in the Government
Gazette to gppoint such aday. However, because of theintroduction by this bill of new Sgnds
under the revised Internationd Code of Sgnds, it may be necessary to bring dauses3and 4 in
to effect on adifferent
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day from that appointed for the remaining dauses. Subsection 2 of dause 1 isso worded asto
permit the Governor to gopoint different datesfor different provisonsof thehill.

Quedtion put and agreed to.
Bill read the second time.

Bill committed to a committee of the whole Councl pursuant to Sanding Order No
43(2).

Explanatory Memorandum

Theman object of this Bill isto amend the principa Ordinance by deeting
references to the Government Gunpowder Depot, which is a present under the control
of the Director of Marine. This fallows the proposed amendment of the Dangerous
Goods Ordinance (Chapter 295) to provide for the establishment of Government
Explosives Depots under the control and management of the Commissioner of Mines
Under that Ordinance, however, the Director of Marine will retain control of the
urveying, movement, Sting and mooring of any ship which is desgnaed as an
Explodves Depot. Theseamendmentsare contained indauses 2,5, 6, 7, 8, 9 and 10.

2. Section 69(3) of the principd Ordinance, which dedls with Sgnasfor police
assgance aboard vessds, is amended by dause 3 to accord with arecent revison of the
Internationd Code of Sgnads. Section 78(4) of the principd Ordinance, which deds
with the powers of palice officers in respect of vessds which have been lawfully
reguired to sop, isamended by dause4 to conform with the revised Code.

DECEASED'SFAMILY MAINTENANCE BILL 1971
Resumption of debate on second reading (10th February 1971)
Quegtion again proposed.
Quedtion put and agreed to.
Bill read the second time.

Bill committed to a committee of the whole Coundl pursuant to Sanding Order No
43(2).
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Committeestage

Coundil went into Committea

CRIMINAL PROCEDURE (AMENDMENT) BILL 1971

HIs EXCELLENCY THE PRESIDENT:—W/ith the concurrence of honourable Members
wewill takethe dausesin blocks of not morethan five

Clausss1to4wereagread to.
Clause5b.

THE ATTORNEY GENERAL (MR ROBERTS)—Sir, | move that dause 5 be amended as
st forth in the pgper before honourable Members.

Therearethree amendments proposed to thisdause. Frdly that the words"demurrer or”
should be ddeted from paragraph (&) of the proposed new section 51(1). The reference to
demurrer wasinduded in error, ancethisform of pleahasin fact been abolished by section 53
of the Crimina Procedure Ordinance.

The second amendment is to delete the words "or murder™ from the proposed new
section 51(2), 9nce dterndive findings on a charge of murder are dedt with initem 5in the
Scheduleto thehill.

Proposed Amendment

Clause
5 Tha dause 5 be amended—

(@ in paagrgph (@) of subsection (1) of the proposed section 51, by
deleting "demurrer or";

(b) insubsection (2) of the proposed section 51, by ddeting "or murder”;
(© by ddeting subsection (7) of the proposed section 51.

Theamendmentswere agreed to.
Clause5, asamended, wasagreed to.
Clause 6 was agreed to.

Clause?.
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THE ATTORNEY GENERAL (MR ROBERTS):—Sir, | move two amendments to this
dauseinthemanner sat out in the paper before honourable Members.

The fird amendment is a purdy verbad one which is intended to daify a cross
reference.

The sscond amendment seeks to abalish the offence of misprison of feony, which has
long fdlen into disuse and has been abolished in the United Kingdom. The offence is
committed by anyone who conceds afdony, evenif thisamountsto no morethan afalureto
report the commisson of afdony. A person who actively impedes the arrest or prosecution of
an offender will, however, be guilty of an offence under the new section 90 of the Ordinance
whichiscontained indause 7 of the hill.

Proposed Amendment

Clause
7 Tha dause 7 beamended—

(@ insubsection (2) of the proposed section 90 by inserting after "offence
charged" in the second place where they occur the following—

"(or thet other offence)™;
(b) intheproposad section 91 by adding, after subsection (4), thefollowing

"(5) The Offence of migprison of fdony is hereby
abolished.”.
Theamendmentswere agreed to.
Clause 7, asamended, was agreed to.
Clauses8to 10 were agreed to.
Clause 11.

THE ATTORNEY GENERAL (MR ROBERTS):—Sir, | movethat dause 11 be amended as
Set out in the paper dirculated to honourable Members

The effect of the first proposed amendment will be that a person convicted of any of the
offences st out in the Third Schedule may not be given a suspended sentence of
imprisonment.

The second amendment subdtitutes a new subsaction (2) in section 109C. At present the
court is given adiscretion as to whether or not a suspended sentence shdl be consecutive to or
concurrent with asentenceimpaosed for another offence committed during the operative
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sage

period. The amendment will makeit dear that the Suspended sentence must run consecutively
to the other sentence, unless there are pecid drcumstances which judtify the court in making
the sentences concurrent.

Thethird amendment inserts into section 109G a definition of the expresson "excepted
offence’.

Proposad Amendment
Clause
11 Tha dausell beamended—

(@ insubsection (1) of the proposed new section 109B, by inserting after

"offence” whereit firg occursthefollowing—
", other than an excepted offence,”;

(b) by ddeing subsection (2) of the proposed new section 109C and
subdtituting the following—

"(2) Where acourt orders that a suspended sentence shdll
take effect, with or without any variation of the origind term, the
term of such sentence shdl commence on the expiration of
another term of imprisonment passed on the offender by thet or
another court, unless the court is of opinion thet, by reason of
gedid draumdances the sentence should teke  effect
immediatdy.”;

(© inthe proposad new section 109G, by inserting after the definition of
"court" thefollowing new definition—
""excepted offence” means an offence dedlared to be an excepted
offence by the Third Schedule”.

The amendmentswere agreed to.

Clause 11, asamended, was agreed to.

Clauses12to 14 were agreed to.

New dause 10A "Amendment of section 109A".

Clause read the firg time and ordered to be s&t down for second reading pursuant to
Sanding Order No 46(6).

THE ATTORNEY GENERAL (MR ROBERTS):—Sir, in accordance with Standing Order

No 46(6), | movethat new dause 10A, as set out in the paper before honourable Members, be
read asecond time.
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MRY. K. KAN:—Sir, | have been asked by my Unoffida colleagues to make the
following datement in connection with this amendment. Sir, as you know Unofficd
Members have repeatedly voiced ther degp concern in this Coundil on the increasing amount
of vidlent crime in the Colony. It was for this reason that we had advocated the exdusion of
certain offences from the operation of suspended sentences which the bill now before Council
seeksto introduce.

Since the second reeding of the bill consderation has dso been given by Unofficid
Members to exdude thee offences from the operation of section 107 of the principd
Ordinance and the Probation of Offenders Ordinance.

Under section 107 of the prindpd Ordinance, where a person is convicted of an
indicteble offence the Court may, indead of sending him to prison, ded with him more
leniently by ordering him to sign a bond to be of good behaviour. Under section 3 of the
Probation of Offenders Ordinance the Court may smply place him under the supervison of a
probation officer.

Mog of my Unofficid colleegues fed tha these two methods of treatment are
ingopropriate in the case of the offences liged in the Schedule and that there ought to be no
dternaiveto imprisonment in such cases.

On the other hand it is recognized thet particular circumstances of the offence or of the
offender may be such asto warrant somelessharsh pendty.

For this reason the Unoffida Members have decided not to press a this time for an
amendment which would exdude such dterndtive methods of trestment from those available
tothe Courts.

The public, however, may rest assured that we are fully aware of the necessity of
ensuring thet every member of the community is adequatdy protected by law againg crimes
of violence, and we shdl not hesitate to seek areview of the pogtioniif a any timein thefuture
it becomes necessary to do so.

THE ATTORNEY GENERAL (MR ROBERTS):— redize, of course, that the views put

forward by honourable Members do represent those of a subgtantia proportion of the generd
public.

Neverthdess | am rdieved that honourable Members have not fdt thet they ought at this
dage to seek to limit by legidation the discretion which the courts enjoy, to make probation
ordersor to give absolute or conditiond discharges.
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Thee are wdl tried methods of deding with offenders and it would, | think, be
unfortunate to have to remove them, even in rdation to crimes of the kind which areto be st
out in the new Scheduleto the Ordinance.

Like al methods of dedling with criminas, of course, they must be used with discretion
and only in gppropriate cases. Perhgps the mogt difficult of dl judicd tasksisthat of finding
the right punishment in a particular case, weighing up the circumdances of the offender as
compared with the needs of the protection of the community.

I would ask honourable Members and the public generdly not to form too hagty a
generd view of the severity of sentences passed by the courts on the basis of afew casesin
which gpparently light sentences areimpaosad.

Reports in newspgpers of the facts of a case do not necessarily indude dl the factors
which influenced the court in deciding a sentence. Furthermore, there is bound to be some
vaidion in the views of individua judges as to the gravity of a paticular offence, jus as
honourable Membersthemsaves are not dwaysin agreement on thissubject.

| believe thet the courts here are well aware of, and give proper weight to, the naturd
revulson of the community a the spread of violence, but they mug, of course, beware that
thisdoes not luretheminto injustice to any particular individud.

Quedtion put and agreed to.
Clauseread the second time.

THE ATTORNEY GENERAL (MR ROBERTS):—Sr, | move that new dause 10A be
added tothehill.

Proposed Addition
Clause
10A That thefallowing new dause 10A be added—
"Amendme 10A.. Section 109A of the prindipal Ordinance is anended
"o SOy inserting efter subsection (1) thefollowing new subsection—
' "(1A)  This section shall not apply to a person
who has been convicted of any offencewhich isdedared to
be an excepted offence by the Third Schedule..".
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The addition of the new dausewas agreed to.

New dause 12A "Addition of new section 124",

Clause read the fird time and ordered to be set down for second reading pursuant to
Sanding Order No 46(6).

THE ATTORNEY GENERAL (MR ROBERTS):—Sir, in accordance with Standing Order
No 46(6), | movethat new dause 12A, as set out in the paper before honourable Members, be
read asecond time.

Quedtion put and agreed to.

Clause read the second time.

THE ATTORNEY GENERAL (MR ROBERTS):—Sir, | move that new dause 12A be
added tothehill.

Proposed Addition
Clause
12A That thefallowing new dause 12A be added—
;ﬁmm 12A. Theprincipa Ordinanceis amended by adding, after section 123,

thefollowing new section—

sion124.
on £mm 124. The Legidaive Coundl may, by resolution, from

Shedue  timetotimeamend the Third Schedule..".
The addition of the new dausewas agreed to.
New dause 12B "Addition of new Third Schedul€".
Clause read the firg time and ordered to be s&t down for second reading pursuant to
Sanding Order No 46(6).

THE ATTORNEY GENERAL (MR ROBERTS)—Sir, in accordance with Standing Order
No 46(6), | movethat new dause 12B, as s2t out in the paper before honourable Members, be
read asecond time.

Quedtion put and agreed to.

Clause read the second time.

THE ATTORNEY GENERAL (MR ROBERTS):—Sir, | movetha new dause 12B be added
tothehill.
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Proposed Addition
Clause

12B That thefollowing new dause 12B be added—
"Addition of 12B. The principd Ordinance is amended by adding, after the Second
newThrd  qedile thefollowing new Schedule—

Schedule

(Cap.
134)

(Cop.
212)

(Cap.
213)

(Cap.
238)

@l of
1970)

[ss 100A, 109G

"THIRD SCHEDULE. 5 1203

Excepted Offences

Thefollowing offences are ded ared to be excepted offences

AODNE

o

Mandaughter.

Rape or atempted rgpe.

Affray.

Any offence agand section 4, 5, or 6 of the
Dangerous Drugs Ordinance.

Any offence contrary to section 10, 11, 12, 13, 14,
17, 19, 20, 21, 22, 23, 28, 29, 30, 36 or 42 of the
Offences agang the Person Ordinance.

Any offence or atempted offence againgt section 7
of the Protecion of Women and Juveniles
Ordinance.

Any offence againg section 4 of the Arms and
Ammunition Ordinance.

Any offence againg section 10 or 12 of the Theft
Ordinance™.".

The addition of the new dausewas agreed to.

Schedule.

THE ATTORNEY GENERAL (MR ROBERTS)—Sir, | move that the schedule be amended
as s forth in the pgper before honourable Members.

Proposad Amendment

Schedule That the Schedule be amended—
(@ by ddetingitem 5 and subgtituting the following—

"Cep. 5. Offences

212) agand the
Person
Ordinance.

Add, after section 8, thefallowing—

"Alterndive
vadids
[cf.1967.c.
58.5 6]

8A. On an indictment for murder a person
found nat guilty of murder may be found guilty of
(@ any offence of which he may be found
guilty under any Ordinance specificaly

S0 providing, or under



HONG KONG LEGISLATIVE COUNCIL—24th February 1971. 447

Ubsection (2) of section 51 or
subsection (2) of section 90 of the
(Cep.221) Crimind Procedure Ordinance; or
(b) an atempt to commit murder, or of an
atempt to commit any other offence of
which he may befound guilty.”.";

(b) by insarting after item 11 thefollowing new item—

"(Cp.5) 12 Didrict (i) Section 39 is repeded and replaced by the
Court following—

Ordinance.  "Aidersad 30. Sections 89, 90 and 91 of

abettors the Crimind Procedure Ordinance shll

(Cn.5) apply to proceedings in the Court with

such verbd dterations and modifications
not affecting the substance thereof as may
be necessay to render the same
conveniently gpplicable”.
(i) The Second Scheduleisamended—

(@ inPatl, by ddeing"51,";

(b) inPatll, by ddeting sub-paragraph (3) of
paragraph 1.".

The amendmentswere agreed to.

The Schedule, asamended, was agreed to.

MAGISTRATES(AMENDMENT) BILL 1971
Clauses1to 6 wereagread to.

WIDOWSAND ORPHANSPENSION (AMENDMENT) BILL 1971
Clauses1 and 2 were agreed to.
Coundil then resumed.
Third reading

THE ATTORNEY GENERAL (MR ROBERTS) reported that the Crimind Procedure
(Amendment) Bill 1971 had passed through Committee with certain amendments and thet the
Magigrates (Amendment) Bill 1971 had passed through Committee without amendment and
moved the third reeding of each of thebills.

Question put on each bill and agread to.

Billsread the third time and passed.
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THE FINANCIAL SECRETARY (SR JOHN COWPERTHWAITE) reported that the Widows
and Orphans Penson (Amendment) Bill 1971 had passed through Committee without
amendment and moved the third reeding of thebill.

Quedtion put and agreed to.

Bill reed thethird time and passed.

Adjournment and next gtting

HIS EXCELLENCY THE PRESIDENT:—Coundil will accordingly adjourn pursuant to
Standing Order No 8(5). The next gtting will be hdd a 2.30 p.m. on Wednesday 10th March
1971

Adjourned accordingly at eight minutesto Five o'dock.
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