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(for discussion)

Construction Industry Council

Committee on Subcontracting

Meeting No. 004/11 of the Committee on Subcontracting for 2011 was held on 2 September 2011 (Friday) at 2:30pm at Meeting
Room 1, CIC Headquarters, 15/F Allied Kajima Building, 138 Gloucester Road, Wan Chai, Hong Kong.

Summary Notes of the Committee on Subcontracting Meeting No. 004/11.:

Agenda Item Paper Major Resolutions/ Progress Highlights

4.1 CIC/SBC/R/003/11 | Confirmation of the Progress Report of the Previous Meeting - Members of the Com-SBC
approved the Progress Report CIC/SBC/R/003/11 of the last meeting held on 24 May 2011.

Mr. Anthony CHAN replaced Mr. Joseph NG as a Co-opted Member.

4.2 Matters Arising from the 3" Meeting for 2011 - Matter arising from the previous meeting were
covered at the later part of the meeting.

4.3 CIC/SBC/P/022/11 | Task Force on Dispute Resolution Documentation - The adjudication rules had been simplified to
CIC/SBC/PI023/11 | make them much more effective and facilitate fast resolutions to the construction problems.

The attention of Members were brought to two major outstanding issues to be further discussed
at the upcoming meetings:
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® The proposition of default option if parties could not reach consensus on choosing any one
of the dispute resolution methods;
® The exclusion of liability under the expert determination rules.

The preliminary report was expected to be completed and presented to the Committee by end of
this year.

4.4

CIC/SBC/P/024/11

Task Force on Security of Payment Legislation - The survey, which began in April 2011 was
more or less completed. A progress update would be made by the DevB at the meeting on 8
September. The preliminary report was expected to be released in October 2011.

The survey would provide useful results for the consideration of the task force when
formulating its recommendations of practical solutions to address payment problems prevalent
in the construction industry, including administrative and legislative measures. To be well
prepared for the possible enactment of the new law, the task force would continue to discuss the
key elements of the legislation at the upcoming meetings.

4.5

CIC/SBC/P/025/11
CIC/SBC/P/026/11
CIC/SBC/P/027/11

Task Force on Standard Contract Provisions for Domestic Subcontracts - Out of a total of
twelve chapters, the task force had completed the discussion of nine chapters and had just
started the deliberation of chapter ten. Members had reached consensus on the most
controversial issues and subsequent clauses would be far more straightforward. It was
anticipated that the deliberation of the last three chapters (i.e. Chapters 10 - 12) would be
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completed in the next three meetings and the overall review would take up to five more
meetings before a complete draft standard contract was ready for submission to the Committee.
4.6 CIC/SBC/P/028/11

Discussion of the Strengths of Hong Kong Construction Industry - To follow up the discussion
of international collaboration strategy at the 1st Strategic Planning Steering Committee (SPSC)
meeting in April 2011, respective committees were requested to identify the strengths of Hong
Kong construction industry with a view to compiling a report on enhancing Hong
Kong-Mainland collaboration and creating new business opportunities for Hong Kong’s
construction industry.

The following comparative strengths and advantages had been identified for Hong Kong’s
construction industry.

From industrial perspective:

® Excellent project management skills and services to ensure that the job is completed on
time with high quality and in accordance with the project budget;

® Hong Kong offers solid management expertise and quality products as well as substantially
high productivity which offset a relatively high level of wages of Hong Kong construction
practitioners;

® Hong Kong offers one-stop professional services of consultation, construction, quality
control, supervision and management services;

® Hong Kong has comparative advantage over China in doing foreign direct investment
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projects.

From the perspective of soft power:

® Hong Kong professionals are fully aware of the values and principles and maintain a high
level of ethical standards and best practices which are driven by professionalism rather than
the law;

® The high level of integrity, credibility and quality of the Hong Kong society as a whole
give confidence to the users of Hong Kong’s construction services;

® As one of the major cities in China, Hong Kong has a higher respect for the contractual and
legal obligations during the execution of works;

® The fluency in written and spoken Chinese and English of Hong Kong professionals.

4.7 CIC/SBC/P/029/11 | Task Force on Voluntary Subcontractor Registration Scheme Stage 2 - The new arrangements to

strengthen the regulatory action against breach of MPFSO were introduced.

Members supported the proposition of allocating two places for “Trade Union” sector in an
attempt to enhance the recognition of VSRS amongst various stakeholders. Nonetheless, the
trade union members had to be mindful of potential conflicts of interest with the disputed cases
between workers and subcontractors. Management Committee Members would be required to
declare interest when they involved in related cases.

With the participation of trade union, the size of the management committee would be expanded
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to 11 members plus the Chairman. The quorum would remain at three (i.e. the Chairman plus
two members regardless the sectors) in order to maintain a high efficiency of operation.

While it was decided that the new composition of the Management Committee would be
implemented together with the VSRS Stage 2, Members shared the same opinion that the new
structure should begin official operations as early as possible without waiting for the VSRS
Stage 2 of which the launch date had not been fixed yet.

As a reminder, a Member pointed out that the deliberation and confidential information, in any
format, was not to be divulged outside of the Management Committee.

4.8

CIC/SBC/P/030/11

Update on VSRS Operations - Members were updated on the number of applications received
and processed over the past four months.

After the implementation of shorter turnaround time “2+6”weeks, the work efficiency had been
enhanced and the application approval backlog had been cleared up.

Regarding the Regulatory Action relating to safety accidents, the Management Committee
would tackle the fatal accident related cases first given they would be less complicated and
would keep investigating the practicality of handling the serious bodily injury cases.




