10 May 2001

Mrs Florence Lam

Clerk to Panel on Commerce and Industry
Legislative Council Secretariat

3rd Floor Citibank Tower

3 Garden Road

Hong Kong

Dear Mrs. Lam,

Follow-up to LegCo Panel on Commerce and Industry

Meeting on 12 February 2001

At its meeting held on 12 February 2001, the LegCo Panel on

Commerce and Industry discussed the provision of additional convention and
exhibition facilities in Hong Kong. Government representatives who attended
the discussion undertook to provide or help obtain the following information for
Members’ reference:

(a)

(b)

(©)
(d)

the relevant part of the consultancy study report on the land use of
the airport north commercial district concerning convention and
exhibition facilities;

the basis on which the Hong Kong Trade Development Council
(TDC) has projected the occupancy rate of the Hong Kong
Convention and Exhibition Centre (HKCEC) up to 2007,

the occupancy rates of the exhibition facilities in neighbouring
cities such as Tokyo, Singapore, Korea, Taiwan and Shenzhen; and

the reasons for the relatively low occupancy rate of the Hong Kong
International Trade and Exhibition Centre (HITEC).

On (a), the Airport Authority has provided a summary paper on a

proposed exhibition centre at Chek Lap Kok (Annex A).



As regards (b), in considering whether there is a need to build an
underground extension to the east of the HKCEC Extension, the TDC has taken
Into account the bookings already received by the HKCEC and the HKCEC
Operator’s projections of future demand for exhibition space. The occupancy
rate of the HKCEC’s exhibition facilities during the peak months in 2000 was
58%. Assuming the occupancy rate would increase by 2% in each subsequent
year, the HKCEC Operator forecasts that the occupancy rate of the exhibition
facilities would reach 72% during the peak months in 2007. In general, an
exhibition facility is regarded as saturated when the occupancy reaches 70%.
The forecast above only reflects a preliminary assessment and the TDC will
conduct a detailed study on the future demand for exhibition facilities before
deciding whether it is necessary to build a further extension to the HKCEC.

Information on (c) is not available. Members may however wish
to note that in the context of the consultancy study commissioned by the
Economic Services Bureau in 1998 on the provision of additional convention
and exhibition facilities, the consultant noted that in 1996 Hong Kong ranked
third in Asia in terms of exhibition space utilised per event, after Japan and
Taiwan, and in 1997 Hong Kong surpassed these two cities, ranking second
only after the Mainland.  Extract of the consultancy study report is at Annex
B.

Regarding (d), we have invited the operator of the HITEC to

consider providing the requested information. We are still awaiting the
company’s response.

Yours sincerely,

(Ellen Choy)
for Secretary for Commerce and Industry



Appendix 3 - Indication of The Potential Economic Impact

Approach

The methodology utilised by PKF Consulting Limited originally and adopted by
PricewaterhouseCoopers (PwC) for its assessment of the economic benefits to CLK is
shown below. In order for the reader to gain a detailed understanding of the inputs to the
model a review of the original PKF report for CLK should be undertaken. PwC has changed
only the input relating to the size of the facility in the model that calculates the demand
inputs for the economic impact calculations and we have not changed any of the underlying
market assumptions from the PKF report.

Methodology - Calculation of the Potential Economic Impact (Hong Kong)

To arrive at the total direct and indirect economic impact resulting from the development of
convention and exhibition space, an analysis of the estimated spends per visitor was utilised.
The following paragraphs outlined the analysis and assumptions utilised in the analysis.

Estimated Personal Expenditure from Exhibition Visitors

The New Demand - Subject Annual Exhibition Floor Space Utilised was assessed by
subtracting the Existing Demand for exhibition floor space from the Subject Annual
Exhibition Floor Space Utilised.

This resulting number was then divided by the Estimated Average Length of Events as
sourced from the HKCEC. This figure was then multiplied by the Estimated Number of
Visitors per Utilised Square Metre (again as supplied by HKCEC).

The Estimated Annual Visitors figures were then multiplied by a factor of 9.0 percent to
arrive at the number of foreign visitors. The Annual Foreign Visitors were then multiplied
by the Average Direct Expenditure per Foreign Visitor (based on per capita spending
figures supplied by HKTA and inflated to 2005 dollar values) to arrive at the Personal
Expenditure from Foreign Visitors.

A factor of 0.25 was calculated to represent the number of Accompanying Persons per
Visitor. This factor was multiplied against the Annual Foreign Visitors resulting in a figure
for Annual Accompanying Persons.

The Annual Accompanying Persons figures were multiplied by an Average Direct

Expenditure Per Accompanying Person (approximately 57 percent of foreign delegates
average expenditure) to result in the Personal Expenditure from Accompanying Persons.
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The Personal Expenditure from Accompanying Persons was added to the Personal
Expenditure from Foreign Visitors to arrive at the Total Personal Expenditure from
Exhibition Visitors and Companions.

Estimated Personal Expenditure from Exhibition Exhibitors

The Estimated Number of Exhibitors per Utilised Square Metre was determined based on
information provided by the HKCEC. This figure was multiplied by the Annual Exhibition
Floor Space Utilised to result in the Annual Exhibitors (Companies).

The Annual Exhibitors (companies) was multiplied by the Average Number of Persons per
Company to arrive at the Number of Exhibitors (persons).

The Share of Foreign Exhibitors was multiplied by the Number of Exhibitors (persons) to
arrive at the Annual Foreign Exhibitors (persons).

The Annual Foreign Exhibitors (persons) was multiplied by the Average Direct Expenditure
per Foreign Exhibitor (based on information provided by HKTA inflated to 2005 figures) to
result in the Total Personal Expenditure form Exhibitors.

Estimated Personal Expenditure from Convention Delegates

The New Demand - Subject Annual Exhibition Floor Space Utilised was calculated by
subtracting the Existing Demand - Subject Annual Convention Floor Space Utilised from
the Subject Annual Floor Space Utilised.

The New Demand - Subject Annual Exhibition Floor Space Utilised was then divided by the
Estimated Average Length of Event (as supplied by the HKCEC) to arrive at the Annual
Convention Floor Space Utilised.

The Estimated Number of Delegates per Utilised Sqm is estimated at 0.4577 based on
information provided by the HKCEC. This figure was multiplied by the Annual Convention
Floor Space Utilised to arrive at the number of Annual Delegates. Utilising a figure of 50.0
percent to account for the Share of Foreign Delegates the figure for Annual Foreign
Delegates was calculated. This figure was then multiplied by the Average Direct
Expenditure per Foreign Delegates as provided by the HKTA to arrive at the Direct
Expenditure from Foreign Delegates.

A factor of 0.75 was calculated to represent the number of Accompanying Persons per

Visitor. This factor was multiplied against the Annual Foreign Delegates resulting in a
figure for Annual Accompanying Persons.
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The Annual Accompanying Persons figures were multiplied by an Average Direct
Expenditure Per Accompanying Person (approximately 57 percent of foreign delegates
average expenditure) to result in the Average Direct Expenditure per Accompanying
Person.

The Average Direct Expenditure per Accompanying Person was added to the Direct
Expenditure from Foreign Delegates to arrive at the Total Expenditure from Foreign
Convention Delegates.

The Total Personal Expenditure (Conventions & Exhibitions) is obtained through the
addition of the Total Expenditure from Foreign Convention Delegates, the Total Personal
Expenditure from Exhibitors and the Total Personal Expenditure from Exhibition Visitors
and Companions.

Estimated Business Expenditure From Exhibitions

The Annual Exhibitor (Companies) was multiplied by the Share of Trade Exhibitions to
arrive at the number of Trade Exhibitors.

The Annual Exhibitor (Companies) figure was then multiplied by the Average Expenditure
per Stand by Exhibitors based on information obtained by PKF Consulting on the estimated
average expenditure per stand adjusted to 2005 figures to arrive at the Stand Expenditure -
Trade Shows.

The Annual Exhibitor (Companies) was multiplied by the Share of Consumer/Public
Exhibitions to arrive at the number of Consumer/Public Exhibitors. This figure was then
multiplied by the Average Expenditure per Stand by Exhibitors (Consumer Shows) based on
information obtained by PKF Consulting on the estimated average expenditure per stand
adjusted to 2005 figures to arrive at the Stand Expenditure - Consumer Shows.

The Stand Expenditure - Consumer Shows was added to the Stand Expenditure - Trade
Shows to arrive at the Total Stand Expenditure.

PKF Consulting assumed, based on their research, that the Share of Exhibitors Spending on
Promotion was 10.0 percent. This figure was multiplied by the Annual Exhibitors
(companies) to arrive at the Estimated Number of Exhibitors Spending on Promotion. This
figure was then multiplied by the Average Expenditure by Exhibitors based on information
obtained by PKF Consulting on the estimated average expenditure adjusted to 2005 figures
to arrive at the Total Promotion Expenditure.

The Total Business Expenditure was calculated by summing the Total Stand Expenditure
and the Total Promotion Expenditure.
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Estimate of Economic Impact

In order to evaluate the flow of expenditure through the economy, we have used various
multipliers to determine the direct, indirect and induced income generate from the potential
centre. Direct expenditure, including wages, salaries and profits, generates indirect
expenditure or spending on other goods and services, and therefore, further income
generation. Both direct and indirect income generates further expenditure, which in turn
gives rise to further spending on other goods and services or induced income.

The Total Personal Expenditure was added to the Total Business Expenditure to arrive at
the Total Direct Expenditure or Direct Income Total Direct Expenditure.

An Aggregate Direct Income Multiplier of 0.32 was applied to the Direct Income Total
Direct Expenditure to arrive at the Total Direct Income. This multiplier was based on the
Visitor & Tourism Study (Vistour) prepared for the Hong Kong Tourist Association.

An Aggregate Indirect Income Multiplier of 0.28 was applied to the Direct Income Total
Direct Expenditure to arrive at the Total Indirect Income. This multiplier was also based on
the Vistour Study prepared for the Hong Kong Tourist Association.

An Aggregate Induced Income Multiplier of 0.28 was applied to the Direct Income Total
Direct Expenditure to arrive at the Total Induced Income. This multiplier was based on the
Visitor & Tourism Study (Vistour) prepared for the Hong Kong Tourist Association.

The Total Direct Income was added to the Total Indirect Income and the Total Induced
Income to arrive at the Grand Total Income (Including Induced Income).

The Present Value of Total Income (Including Induced Income - As at 2000) was arrived at
by discounting the Grand Total Income (Including Induced Income) by 1.5 percent per
annum back to the year 2000.

Summary of Results

The resulting estimated economic impact to HK is summarised as follows:

The present value of the cumulative total (first ten years of operation) economic benefit to
Hong Kong resulting from the development of a 30,000 m? exhibition and convention
centre is estimated to be approximately $18,395,638,645. Under the 50,000 m? scenario the
present value of the cumulative total economic benefit to Hong Kong is estimated to be
$24,369,376,873.
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Annex B

Extract of the Executive Summary of the Consultancy Study on the
Provision of Additional Convention and Exhibition Facilities in Hong Kong
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Hong Kong’s Share of the Asia Exhibitions Market

Given that information regarding the global exhibitions market is
severely limited and is not readily available, PKFCL has examined
the performance of the Hong Kong exhibitions market vis-a-vis the
Asia exhibitions market, based on the information provided by
Tradeshow Week Custom Research (Tradeshow Week) which
includes only international exhibitions known to Tradeshow Week.

Among all markets in Asia, Hong Kong ranked 6" in the number of
exhibitions held in 1997, after China, Singapore, Japan, Korea and
Thailand. In real terms, the number of exhibitions held in Hong
Kong increased from 63 in 1993, to 76 in 1997 (refer to Table I1-6 in
the Final Report).

However, during the period 1993 to 1997, Hong Kong experienced a
decline in its market share in terms of number of exhibitions held, to
other countries in Asia, that decreased from 8.7 percent in 1993 to
6.5 percent in 1997. The same trend is experienced in other
categories such as the number of visitors, and to a lesser extent, the
total floor space utilised. In all the other categories, however, Hong
Kong was ranked 4" in 1997.

Hong Kong continues to host some of the largest shows in Asia.
Hong Kong ranked 3 in exhibition space utilised per event, after
Japan and Taiwan in 1996. However, in 1997, Hong Kong
managed to surpass these two countries and ranked 2", after China,
in exhibition space utilised per event.
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