


operating revenue of the Cyberport Companies was $263 million, compared
with $188 million in 2005/06 and $136 million in 2004/05.
Correspondingly, the operating profit before financial costs, tax and
depreciation and excluding Project Income from the ancillary development
was $36 million® in 2006/07 compared with operating losses of $17 million
in 2005/06 and $77 million in 2004/05. The sustained improvement in the
operating profit is due to increases in rental and management fee income as
well as contribution from the Hotel operation. It is anticipated that the
Companies will report significant growth in operating profit before Project
Income in 2007/08. The Project Income from the ancillary development
was $3,615 million in 2006/07 and further Project Income is expected to be
available until around 2009/10.

5. Rental income, management fee income and building management
expenses are the major sources of operating income and expenses for the
Project respectively. Rental and management fee income in 2006/07
continues to increase as a percentage over the previous year as compared
with 2005/006, as a result of higher occupancy. This is summarized below
with the percentage change over previous years shown in parentheses :

($ million)
2006/07 2005/06 2004/05

Rental income 83.9 (+63%) 51.6 (+28%) 40.3 (+22%)

Management fee income  53.8 (+43%) 37.6 (+31%) 28.7 (+25%)

Building management 104.0 (+717%) 89.1 (+17%) 76.3 (+37%)
expenses

Rental and Management 132% 100% 90%
fee income as
percentage of Building
management expenses

Rental income consists of :
Office rental income 70.7 (+61%) 43.8 (+14%) 38.3 (+22%)
Retail rental income 13.2 (+69%) 7.8 (+290%) 2.0 (+29%)

% $36 million is the difference obtained by subtracting “Project income” from “Operating profit before
depreciation” in the Consolidated Profit and Loss Account in Annex A. The numbers are $36,424,341 for
2006/07, -317,125,435 for 2005/06 and -376,660,265 for 2004/05.




Office

6. As of end January 2008, sixty-four (64) corporate tenants occupied
86.8% of the lettable office space, compared with 73.5% at end January 2007
and 54.3% at end January 2006. They consist of fifty-eight (58) commercial
tenants, five (5) not-for-profit organizations and one (1) government office.

7. Forty-two percent (42%) of the commercial tenants have an
overseas origin and thirty-four percent (34%) of the commercial tenants were
new to Hong Kong. They created new business and employment
opportunities for the local economy. Based on a survey conducted in
November 2007, Cyberport office tenants employed around 3,600 workers;
this represents a 25% overall increase since their establishment in Cyberport.

Arcade

8. Growth in turnover-based retail rental income has been driven by a
growing working and residential population in the area as well as the effort of
the Cyberport management to increase visitor traffic during weekends and
holidays. As of end January 2008, 84.8% of the lettable retail space in the
Cyberport Arcade, which covers the majority of the retail space in the
Cyberport Portion has been let or occupied by thirty-one (31) retail outlets, as
compared with 84% and twenty-seven (27) outlets in January 2007.

Public Mission of Cyberport

9. The mission of Cyberport is to establish itself as Hong Kong’s
information technology (IT) flagship and a regional hub for digital
entertainment. Through the provision of state-of-the-art infrastructure,
supporting facilities and favourable campus environment, Cyberport creates a
strategic clustering effect among high quality IT and related enterprises as
well as academic, research and industry support organisations, which plays a
key role in Hong Kong’s continued developments as a knowledge-based
economy and helps promote a strong brand for Hong Kong as a leading
digital city.




Leading digital city branding

10, Cyberport continues to enhance its image as Hong Kong’s IT
flagship. This is evident in the number of incoming visits by high-ranking
delegations from overseas countries and the Mainland, including ministerial
level visits. Between March 2007 and January 2008, Cyberport received
more than 130 delegations from over twenty (20) countries and the Mainland.

11. Cyberport was featured eight (8) times in overseas media between
March 2007 and January 2008.

12. Thirty-three (33) cooperation agreements between Cyberport and
local, Mainland or overseas organizations are in force. Apart from the
Mainland, overseas countries concerned are Australia, Canada, Finland, US
and Vietnam., These agreements enhance technological cooperation and
exchange but more importantly the image of Hong Kong and Cyberport as a
major player in the global IT arena.

13. The Cyberport management works closely with InvestHK and the
Government’s Economic and Trade Offices to premote Cyberport and recruit
overseas tenants. The Cyberport management visited companies and gave
presentations in thirteen (13) countries from March 2007 to January 2008 for
such purposes.

Strategic Cluster of IT & Related Enterprises

14. The sixty-four (64) office tenants form a good mix of twenty-seven
(27) overseas enterprises, thirty (31) local enterprises, five (5) academic &
research establishments and a government IT office. Programmes and
activities organised in Cyberport extend beyond just Cyberport office tenants,
and foster interactions between the office tenants and partners locally and
around the world. Such interactions are necessary to facilitate the formation
of strategic cluster of enterprises at Cyberport.

15. Large corporate tenants play an active role in industry development
initiatives organized through Cyberport for the benefit of tenants and SMEs
at large. This includes participation in advisory committees like that of the
Hong Kong Wireless Development Centre, providing access to technology,
technical information and other resources which would otherwise not be




available to SMEs. In respect of the development of mobile technology, for
example, access to the latest 3G mobile devices, specifications and standards
has been crucial in helping local SMEs stay in the forefront of technological
development. IT corporations, both large and small, are also active players
in the exchange and internship programmes organized through Cyberport.

16. The Cyberport Tenants Club is a focal point for community
activities. Apart from promoting corporate citizenship among Cyberport
tenants, such activities also provide valuable business networking
opportunities both among tenants and with the industry and community at
large.

Support for Small and Medium Enterprises (SMEs)

17. As of January 2008, twenty-six (26} out of fifty-eight (58) or 45%
of the commercial office tenants were SMEs. In addition, the Cyberport
Digital Entertainment Incubation-cum-Training Centre (the IncuTrain Centre)
was home to thirty (30) on-site incubatee enterprises and the support base for
another twelve (12) off-site incubatees. Cyberport provides these start-ups
with an ideal nursing ground with excellent campus environment, proximity
to successful multinationals as well as development and support facilities that
are essential to their healthy growth.

18. Six (6) incubatees in the IncuTrain Centre have either attracted
capital injection from investors or acquired by listed company or obtained
licence agreement for their operation. Two (2) incubatees have graduated
from the Centre upon successful completion of a programme of business
development. Incubatees in the Centre have won a total of twenty-nine (29)
industry awards, including Hong Kong ICT Awards and major awards in
Sweden and Canada.

State-of-the-art Infrastructure

19. Cyberport continues to operate the various development and
support centres including iResource Centre, Digital Media Centre, Digital
Entertainment Incubation-cum-Training Centre, Hong Kong Wireless
Development Centre and Digital Entertainment Industry Support Centre for
the benefit of the local IT sector focusing on digital media, digital
entertainment as well as wireless and mobile applications.



20. In November 2007, the Cyberport iResource Centre (iRC) won the
World Summit Award 2007 for its Digital Rights Management (DRM) system
as a distinguished online digital content marketplace. The system was voted
one of five (5) most outstanding products in the e-Business Category among
650 entries nominated by 168 countries. The system, digitalcopyright.hk, is
Hong Kong’s first public DRM platform that enables digital content owners,
mostly SMEs, to make their creative work available for secure and legal
download over the Internet.

21. Hong Kong Wireless Development Centre (HKWDC) in Cyberport
is the first location outside the Mainland that has installed the technology
infrastructure for the development and testing of application solutions for
TD-SCDMA, China’s home-grown 3G standard. It provides Hong Kong
companies with local access to the latest technology. Fourteen (14)
TD-SCDMA wireless and mobile applications have been developed using
HKWDC’s facilities in the past year. Ten (10) innovative TD-SCDMA
application solutions developed by Hong Kong were showcased at the
international event Post & Telecommunication Expo 2007 in Beijing in
September 2007 and at the Datang Mobile (A fFE(F) TD-SCDMA
Experience Centre in Beijing since October 2007.  All these demonstrate the
creativity and innovation of Hong Kong entrepreneurs.

22. The Digital Media Centre (DMC) provided advanced facilities and
technology support to local enterprises engaged in game development,
animation production, and film post-production such that they could enhance
their competitiveness in the region. DMC also pioneered the production of
High-definition (HD) Blu-Ray disks which is beneficial to the development
of the digital media industry in Hong Kong in this HD era.

23. The various technology and industry support centres continued to
provide valuable support to the IT industry with focus on the development of
the wireless and mobile communications sector as well as the digital media
sector through the networks of tenants, corporate members and the
community at large. For instance, DMC has served more than 196 SMEs
and 17 individuals; iRC has more than 8,000 registered clients and HKWDC
has more than 120 corporate members in Hong Kong.




Human Capital

24, The strategic cluster of Cyberport tenants provides a natural
cross-breeding ground for the development of our workforce in the IT sector.
Cyberport management expands such opportunities by undertaking various
support initiatives.

25. Cyberport organized twenty-three (23) professional training
sessions from March 2007 to January 2008 which attracted more than 500
local IT practitioners from among its tenants as well as the industry at large.

26. In April 2007, DMC co-organized the Digital Terrestrial Television
Broadcasting Conference on China’s emerging digital terrestrial television
broadcasting standard in collaboration with the Society of Motion Picture and
Television Engineers (Hong Kong), as well as other key technology exchange
and transfer programmes to bring awareness to the latest developments
among local digital media practitioners. DMC also continued to provide
venue and digital facilities to lTocal academic institutions including Baptist
University, University of Hong Kong, the Chinese University of Hong Kong,
and Caritas Hong Kong to enable the digital media students exposed to
advanced technologies.

27. Cyberport operates a sponsorship scheme to encourage tertiary
institutions to organise IT-related exchange programmes with overseas or
Mainland institutions. In 2007, forty-two (42) students from three (3)
universities benefited from the scheme. Cyberport also co-organised with
major IT firms and universities a government-funded IT internship
programme that enabled sixty (60) graduates to gain practical working
experience through attachment to local IT and digital entertainment
companies. In collaboration with the British Council, Cyberport
management in 2007 organised the Digital Pioneers programme to create a
networking and synergy with the United Kingdom for our young digital
entertainment entrepreneurs.

Conclusion
28. Cyberport’s sustained improvement in financial and tenancy

performance has resulted in operating profitability in 2006/07. Cyberport
has also delivered tangible results in its public mission. The management




team will continue its efforts in operating under commercial prudence
principles and strengthening its public mission delivery in the years to come.
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