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I nfor mation note on
Members' concerns about tenancy mattersat the Cyberport

Purpose

This note recaps major views and concerns expressed by Members on
tenancy matters of the Cyberport.

Background

2. The Panel has been receiving periodic progress reports on the Cyberport
project from the Administration. On tenancy matters, members have noted
that a Committee on Admission of Cyberport Office Tenants (CACOT) was set
up in March 2001 to advise on matters relating to the selection and admission
of office tenants. On 20 April 2001, the Administration announced its
invitation to IT companies to apply for tenancy for all the phases of the
Cyberport.

3. At the Panel meeting on 8 February 2002, members were informed that
a total of 79 tenancy applications had been recelved and their required
accommodation accounted for 94% of the total lettable floor area (of 87 500m?)
in different phases of the Cyberport. The expected fitting out date for tenants
of thefirst phase (ClI) of the Cyberport would be 2 April 2002.

Discussion at L egidative Council meeting

4, Arising from an oral question by Mr Abraham SHEK at the meeting of
the Council on 19 December 2001, Members raised supplementary questions
and expressed concern about the tenancy take-up rate of the Cyberport in the
wake of the September 11 incident, the supply and demand for office space, the
effectiveness or otherwise of the Pacific Century Group (PCG) in marketing
the Cyberport, the profiles of prospective Cyberport tenants and the rental
level.
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5. The Administration assured members that it would closely monitor the
tenancy situation of the Cyberport in the light of changing economic conditions
and confirmed that PCG had the role of a marketing agent and had in fact
brought in a number of interested companies through its marketing activities.
The rental at Cyberport had been set on the advice of a consultant having
regard to market levels. The Administration also agreed to release more
details on individual tenants after they had moved into the Cyberport.

6. The official record of proceedings detailing the questions and answersis
at Appendix I.

Discussion at Panel

7. During the last and current sessions, the Panel has been briefed on the
Cyberport project on 11 December 2000, 9 July 2001 and 8 February 2002.

8. The Panel was keen to ensure that the project would serve its intended
objective of creating a strategic cluster of IT/IS companies instead of
competing with other developers in offering quality office premises. They
were therefore concerned about whether the prospective Cyberport tenants
were setting up their new offices in the Cyberport, or merely relocating their
existing offices from elsewhere in Hong Kong. Some members also questioned
whether there was an element of government subsidy in the rental of the
Cyberport offices. In response, the Administration said that there was no
guestion of government subsidy as the announced monthly rental of HK$11 to
HK$13 per ft? lettable as recommended by an independent consultant was
comparable to similar facilitiesin other countries.

0. On whether priority would be given to overseas IT companies which
established their offices in Hong Kong for the first time by becoming a
Cyberport tenant, the Administration advised that pursuant to the objective of
the Cyberport, IT companies which planned to establish their regional
headquarters in the Cyberport would probably be given priority. Regarding
members' request for more information about the applicant companies, the
Administration considered it more appropriate to release the details at a later
stage when the companies had moved into the Cyberport.

10. At the Panel meeting on 8 February 2002, members were informed that
on the advice of CACOT, the University of Hong Kong had been selected to
operate the Cyberport Institute in the Cyberport. A member raised concern as
to whether the Cyberport Institute was compatible with the original objective of
the Cyberport. The Administration responded in the affirmative and made
reference to the Report of the Taskforce on IT Manpower published in July
2001 which supported the implementation of an academic plan in the
Cyberport. It undertook to provide further information on the Cyberport
Institute such asits funding arrangements as soon as available.



L atest position

11. Asat 3 April 2002, three companies have confirmed their tenancy in Cl
of the Cyberport Portion. They are PCCW Services Ltd., GEIS International
Inc. and Sonera SmartTrust Ltd..

L egislative Council Secretariat
6 April 2002
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HENBEHERS
Selection of Tenants of Cyberport

1, MR ABRAHAM SHEK: Madam President, when the Cyberport project
was announced in early 1999, the Administration claimed that the project aimed
"to create a cluster of leading information technology (IT) and services
companies and a critical mass of professional talents in Hong Kong in the
shortest possible time". Also, it was reported in November 2001 that the
Government now aims to fill the Cyberport with a balanced mix of large and
medium-sized, local and international IT firms. In this connection, will the
Administration inform this Council of:

(@) the measures in place to ensure that the tenant selection process is
open and transparent;

(b) the measures to ensure that the selected tenants are indeed leading
companies committed to developing new and leading-edge
applications of IT; and

(c) the respective up-to-date numbers of tenancy applications made by
large, medium-sized, local and international companies?

SECRETARY FOR INFORMATION TECHNOLOGY AND
BROADCASTING: Madam President,

(@) Companies interested in becoming Cyberport office tenants are
required to submit formal applications on the basis of a standard
application form. This application form and its accompanying
guide to applicants, which were promulgated in April this year, have
been widely distributed to local and overseas IT companies. An
electronic version is also readily available at our websites.

Each of the applications is put to the Committee on Admission of
Cyberport Office Tenants (CACOT) for consideration. This
Committee comprises seven core members, including a local
member who 1is Professor Charles KAQO; three international
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(b)

(©)

members who are Dr Jeremy FAIRBROTHER from Cambridge
University, Professor John O'CALLAGHAN from Australian
National University and Professor Victor ZUE from Massachusetts
Institute of Technology; and three technical members who are the
Director-General of Telecommunications, Director of Information
Technology Services and Director of Lands.

We have promised the applicants that the information provided in
connection with their applications will be treated in the strictest
confidence by us and used only for the processing of the applications.
We will, therefore, not discuss individual applications publicly.
However, the mechanism for selecting the Cyberport office tenants
has been widely publicized, both locally and overseas. We have
presented the mechanism to the Information Infrastructure Advisory
Committee which comprises members from the academia, IT
industry and other business sectors. We have also made various
presentations to the IT companies and IT associations. The
mechanism is generally accepted to be open and transparent.

A company applying for office space at the Cyberport needs to
provide sufficient information to satisfy the CACOT that its
Cyberport operation will fit in with the Cyberport which, as stated
in the guide to applicants, is a technology-themed project with its
focus on IT, information services, multimedia content creation and
related sectors. With this in mind, our seven core CACOT
members consider each of the applications on its own merits.

The Cyberport will open in phases between early-2002 and end-
2003 to provide altogether about 110 000 sq m of office space to
accommodate over 100 companies. We have so far received 72
applications from companies interested to move into the various
phases of the Cyberport development.

We have made it clear in our guide to applicants that companies of
varying sizes and at different stages of development are welcome,
subject to their Cyberport operations fitting in with the profile of the
Cyberport project as I have just referred to in part (b) of my reply.
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It would not be particularly meaningful to classify the 72 applicant
companies into large or medium-sized companies. Even if we
were to make such an attempt, the results could well be misleading,
bearing in mind that the size of an applicant company itself could
well be different from the scale of its Cyberport operation. For
example, a large company which applies for a modest office space at
the Cyberport could be wrongly classified as a small-sized company
if we were to take into account only the scale of its Cyberport
operation.

MR ABRAHAM SHEK: Madam President, | would like to ask the Secretary
how many of these 72 applicant companies are existing Hong Kong companies
and how many are new companies attracted from overseas?

SECRETARY FOR INFORMATION TECHNOLOGY AND
BROADCASTING: Madam President, we do not have a breakdown in respect
of where these companies come from or whether they are already operating in
Hong Kong. The important point is that we want to attract companies of
different sizes and at different stages of development to operate in the Cyberport,
as long as they fit in with the theme of our Cyberport project.
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