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Consolidated Income and Expenditure Account

For the year ended 31 March 2010
EZE20104E3 31 H L4

Source: Data retrieved from HKTDC Corporate website http://info.hktdc.com/annualreport2010/09_Finances.pdf

FEWsiE

Note
(HK$'000) BT =4 2009/10 % of Income 2008/09 % of Income
Income WA
Government Subvention from W 5 W E P S B 5 370,800 16.6% 360,000 18.2%
Trade Declaration Charge
Income Generated from the Council’s KEE GRS S A 2 (d)
Operational Activities
— Exhibitions and Missions — & 5 R s 1,450,463 65.0% 1,243,204 62.8%
— Product Magazines and Online Marketplace —EmfsE R A 185,595 8.3% 195,720 9.9%
— HKCEC Operation — &R EE 129,602 5.8% 88,981 4.5%
— Other Operational Income — HAf g A 26,262 1.2% 26,786 1.4%
1,791,922 80.3% 1,554,691 78.5%
Investment Income ite (lien 2 (h) 49,599 2.2% 29,922 1.5%
Interest on Bank Deposits SRATIER R 2 (d) 2,730 0.1% 16,572 0.8%
Miscellaneous Income HETEU S 17,035 0.8% 18,216 0.9%
1,861,286 83.4% 1,619,401 81.8%
Total Income: ON 2,232,086 100.0% 1,979,401 100.0%
Expenditure TH
Staff Costs =gz 2(n) &6 532,209 501,589
Rent and Rates FHE K A 18,292 18,544
Other Office Expenses HAthE g 87,595 85,458
Trade Fairs, Missions and Exhibitions Eh RS - G5 AR EEEMEE 1,010,946 890,561
Other Promotional Activities HAhEE F RS 331,807 312,490
Trade-related Activities 5 AHREE) 19,473 19,431
Exchange Difference PEEf2 754 2 (e) -2,211 -2,734
Depreciation for HKCEC Atrium Link Extension &g fE e ol R iR eE 2 (f) 76,098 -
Depreciation of other Property, Plant and
Equipment and Amortisation of Leasehold Land 3785 & #H & 1 i f54 2 (f) & (9) 60,546 51,619
Loss from Disposal of Property,Plant and
Equipment HEYIE - Bl R BT 131 366
SME Assistance Package i/ N R 58,201 16,812
Total Expenditure: 7 HHAEEE: 2,193,087 1,894,136
Surplus before Finance Costs IR %2 Rl &2 6R 38,999 85,265
Finance Costs on Bank Borrowings A5 % 2()&14 -7,706 -
Surplus for year AREER R 31,293 85,265
Transfer to Exhibition Services Fund BEEREES 18 -9265 -
Transfer to SME Assistance Package Fund BEE (1R /M B E 4 19 8829 -65,776
Transfer to Other Specific Funds BEI(R) B EE S 20 4,829 -19,489
Transfer to General Fund AW IES 16 -35686 -
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(iiy The additional flows of visitors and export orders
generaled by the new HKCEC would be as projecled
by TDC's Consultants (the increases in these flows so
far have been faster than these projections).

(i) The average length of stay in Hong Kong by the
overseas visitors would be similar for visitors to the
existing and to the new HKCEC;

(iv) The visitors would incur expenditures in Hong Kong
which are comparable (o those indicated by the Hong
Kong Tourist Association surveys; and

(v) The paltern of exports resulting from the forward
orders would be similar in respect of both the existing
and the new HKCEC. .

In short, the new HKCEC would be simply a scale

expansion of the existing one for coping with a continuous

surge in demand, with a patlem of people and wrade flows
which is simply carried over from the existing facility.

Assessment results
5. Based on the above assumptions, the annual vaiue
added contribution arising from the additional HKCEC-
related visitor spending is estimated to be $2,551 million,
while that arising from the additional export orders is
estimated to be around $6,197-$7,169 million. The
following lable gives a summary of the single year
economic benefils accruing (o {he proposed HKCEC
extension when it is operating at more or less full capacity.
Proposed
Existing HECEC* extension
(HKS million al (HK$ million at

. 1993 prices) 1993 prices)
(iy Visitor spending
{a) Total expenditure 2435 3,013
() Value added generated 1,998 2,551
(it} Expori orders
(z) Total value of orders 18,720 23,134
() Velue added generated
Trede flow approach 4,905 6,197
(en aliemative GDF
mulliplier approach) . (5.802) (1,169
(iii) Total guantifiable econemic benefils
(GXB)YHEEN) 6,902-7,800 8,748-9,720

* The cconomic benefits were derived in the 1992 Asscssment and
brought forward to 1993 prices by the GDP deflater Lo reflect overall
inflation in 1992 and 1993.

Hence the HKCEC extension should bring significant

economic benefits to Hong Kong. In terms of value added

contribution to the GDP, this would be in the order of
$9-$10 billion a year, at the time when the new facility is
operating at full capacity. )

6. On the top of this, there would conceivably be other

economic benefits which are not readily quantifiable but

when taken together are just as important. These include:

—Absorption of new knowledge and ideas brought to
Hong Kong via the hoiding of conventions and
exhibitions of a world standard.

—Reinforcement of (he promotional work of the Trade
Development Council and the Hong Kong Tourist
Association. The HKCEC is, in effect, Hong Kong's
window to the outside world.

—Development of the local markel in cases where
products are promoted in Hong Kong.

—Furiher profitable opportunities  for the business
community, particularly those in manufacluring,
import/export trade apd tourism. Export orders would
continue to be attracted 10 Hong Kong due to the
resullant increase in contact with overseas buyers.

( AunEx-1)

Visilors may come again after gaining an initial
impression of Hong Kaong's atlractiveness.

— Enhancement of Hong Kong's position as the gateway 10
China and as a major trading and business services
centre in the region.

—Enhencement of Hong Kong's international image
generally.

It is therefore plausible that the overall economic benefits

arising from the HKCEC extension could be well in excess

of $9-$10 billion a year when it is in Full operation.

Enclosure 3 to FCR(93-94)144

Management arrangements between
TDC and Polytown Company Ltd

Existing HKCEC

Following in principle approval from the Execulive
Council in December 1983, the TDC invited bids for the
development of the Hong Kong Convention and Exhibition
Cenire. The most compelitive bid was received from New
World Development Co. This bid was endorsed by the
TDC Council on 14 December 1984 and by the Executive
Council on 18 December 1984. The agreement involved the
construction of the HKCEC by New World at no cost to the
TDC or the Government, in exchange for associated
development rights.

Management of HKCEC

2. The accepted bid from New World included New
World's egreement to provide operational management of
the Exhibition Cenre, io meet all promotional operational
and furnishing costs of the Centre and to pay to TDC
an annual fee of US$650,000. This was subsequently
improved through negotiation to the higher of US$650,000
or 5% of (he Centre's gross operating costs.

Polytown Lid and the ‘non-competition clause
3. Subsequently, an operation and management
agreement Was signed between the TDC and Polytown
Company Ltd, a fully owned subsidiary of New World. A
copy of the key clauses is al the Annex. The duration of the
contract was for forly years, during which both parties
agreed not to participaie in the development of other
exhibition facilities in Hong Kong (clause 4.5).

Performance criteria

4. The guid pro quo for the contract duration and the
‘non-competition clause' was {he insertion in the agreement
of performance criteria to be observed by Polytown (clause
5). Failure to observe these could result in the TDC
discontinuing to use Polytown as the HKCEC's operator/
manager.

The new extension: wiy use Polytown?

5. ‘The entire rationale for the extension is that is
precisely that—an extension—and nol a New building. It
will be used to host exhibitions and conventions too large
for the existing facility, which are already having to be
turned away. To attempt to have two operators for the same
facility would increase COStS and prevent effective co-
ordination. Neither the Govemment nor the TDC would
wish to see such an arrangement,
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(iii) having doe regard for the provisions of paragraphs (i)
and (ii) above, the Consortium shall adverlise and
promote the Exhibition Centre wilh the objective of
obtaining (he maximum usage for all of the facililies
comprised therein;
the Consortiiom shall operate and manage the
Exhibition Centre at all times o a standard appropriate
for first class world standard exhibition centres and for
such purpose shall keep itself informed of, monitor
and, al the reasonable request of (he TDC, implement
improvements and developments introduced by other
operators and managers of exhibition or conference
centres of a similar standard; .
(v) without prejudice to the generalily of paragtaph (iv)
above, the Consortium shail procore that all the
following facilities comprised within (he Exhibition
Centre namely (he Arrival Hall, the Registration Area
and all areas to which the public has access, the
Auditoria, the Conference Hall, the Meeting Rooms
and the Restaurants and Kitchens are operated and
maintained lo a standard appropriate for a first class
hotel in Hong Kong.

(iv)

59 Failure to Meet Peiformance Criteria

The TDC shall have the right at any time during (he texm of
this Agreement to instruct the Consortium to replace the
Manager if in its reasonable opinion the Manager has failed

Enclosure to FCR(93-94)145

1o adhere to e performance crileria sel out in Clause 5.1
hereof. The Consortium shall procure a replacement for the
Manager acceptable to the TDC within ninety (90) days of

receipt of such instruction from the TDC.
5.3 Termination for Material Breach

531

ils obligations under this Agreement,

the Consorlium its obligation 10 comply

(90) day period.

542 The TDC shall be entitled to terminate this
Agreement forthwith by nolice in writing to the Consortium
in the event that the Consortium shall enter into liquidation
of an amalgamafion or
reconstruction previously approved in writing by the TDC}
or shall have a receiver appointed of all or any part of its
respective assets or shall take or suffer any similar action in
consequence of a debt or shall cease or threaten to cease

{except for the purposes

trading.

Summary of the Recommendations of the Establishment Subcommiltee

EC

Ttem Head of

No. Expenditure

At the meeting on 1 March 1994

70 HEAD 43—CIVIL ENGINEERING

DEPARTMENT

HEAD 52—GOVERNMENT SECRETARIAT

HEAD 56—GOVERNMENT SECRETARIAT:
PLANNING, ENVIRONMENT
AND LANDS BRANCH AND
WORKS BRANCH

HEAD 58—GOVERNMENT SUPPLIES
DEPARTMENT

HEAD 60—HIGHWAYS DEPARTMENT

HEAD 91—LANDS DEPARTMENT

HEAD 168—ROYAL OBSERVATORY

HEAD 186—TRANSPORT DEPARTMENT

HEAD 194—WATER SUPPLIES

DEPARTMENT

Recommendation

To recommend to Finance Commiltee the retention of the

following supemumerary posts relating to the Port and

Airport Development Strategy and the Airport Core

Programme projects With effect from 1 April 1994—

(a) for two years—

New Airport Projecits Co-ordination Office, Works Branch,

Government Secrefariat

1 Administrative Officer Staff Grade A
(D6)($117,400)

1 Administrative Officer Staff Grade B
(D3)($92,250-§97,800)

1 Principal Crown Counsel
(DL3)($92,250-$97,800)

1 Principal Government Engineer
(D3)($92,250-$97,800)

2 Administrative Officers Staff Grade C
(D2)($79,400-584,250)

1 Government Engineer
(D2)($79.400-$84,250)

2 Chief Engineers
(D1)($66,800-570,950)

Transport Branch, Government Secretariat

1 Administrative Officer Staff Grade C
(D2)($79,400-$84,250)
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If either party commils a material breach of any of
(such obligations
including in particular but without limitation in the case of
wilh and take
recognilion of (he Conditions of Grant) the other party shall
give notice thereof to the breaching party. If such material
breach shall not have been remedied within ninety (90)
days after the receipt of such notice, then the other party
shall have the right to terminate this Agreement by giving
wrilten notice of lermination to the breaching party nol
later than thirty (30) days after the expiration of such ninety



Does Polytown provide value-for-money/good service?

6. Polytown’s performance under its existing agrecment

with the TDC has been of a consistently high standard. The

ways used by TDC to monitor Polytown include—

{a) audits of revenue are conducted quarterly and cover all
events held in the Cenlre;

() TDC stalf conduct random physical inspections at
least Lwice a month 1o monitor events;

{(¢) the TDC employs maintenance/monitoring consultants

to inspect building systems and overall level of

building maintenance. These consultants report to the
TDC monthly; and
(d) the TDC conducts its own evaluations in its capacity
as a major user of the Centre.
7. Independent confirmation of the success of the-current
management arrangemenis comes in the form of numerous
testimonials sent by both local and overseas holders of
conventions or exhibitions in the Centre, including major
international bodies such as the Asian Development Bank.

What are the legal implications of the ‘non-competition
clause’ for the management of the future extension?

8. Assuming that Polytown, the existing managers of the
HKCEC, continue to perform effeciively, the existing
agreement will continue to bind both parties. That is,
Polytown will have to set aside the ‘non-competition’
clause in order (o allow the TDC to take part in developing
the extension. Formal agreement from Polytown to do so
will be required before lhe entrustment agreement is
execuled.

9, TDC have soughl the opinion of a London QC, Mr
Christopher Clark, on the applicability of the ‘non-
competition clause’ to the proposed extension. The
Govemnment's Crown Solicitor has been consulted on this
advice. His view is that the original agreement between
TDC and Polytown sets out certain long term arrangements
for the operation of the Bxhibition Centre by the
Consortium. Cleuse 4.5 imposes resiraints on the parties
which are directed against activities which may alter the
economics goveming the operation of the Exhibition
Centre. The restraints imposed on TDC by clause 4.5.1 of
the agreement between TDC and New World are extensive
and would affect its abilily to panticipate in the proposed
Cenlre extension, as contemplated. On the question of
whelher the clause is legally enforceable against TDC, he
has read the advice provided to TDC by Mr Christopher
Clark QC, in which he considers the enforceability of
clause. The Crown Solicitor agrees generally with the
advice that the clause is likely to be enforceable.

10. The Crown Solicitor’s view is that any action of TDC
contrary to the restraint of clause 4.5.1 may well present it
with formidable legal difficulties. He has advised thal it is
important that, before TDC act in pursuance of the
proposed extension, it ensure that by so doing it is not
inviling legal action which, he anticipates, could take years
lo resolve.

How can the Government ensure that the terms of any new

management agreement are fair?

11. For the terms of any draft agreement lo be regarded as

satisfactory, they will need—

(@) to be al lease betier than the existing terms in lerms of
percentage relum to the TDC;
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(b} 1o contain no element of development profit for New
World/Polylown; and
(¢) o be subject to detailed scrutiny by the PCC.

Summary

12. The negotiation of the amangements for the
management contract for the new extension will be carried
out by the TDC. These arrangements will be vetted
carefully by the PCC.

Annex

Extract of the 19 December 1985 ‘Exhibition Centre
Operation Agreement’ behveen the Hong Kong Trade
Development Council and Polytown Company Linited

4.5 Noncomperition

45.1 The TDC shall not during the term of this
Agreement develop or co-develop, or sponsor, endorse or
otherwise participate in the establishment of any exhibition
facility or trade mart located in Hong Kong other than the
Exhibition Centre and in operation at any time during the
term of this Agreement.

4572 The Consortivm shall not during the term of this
Agreement develop, co-develop, sponsor, endorse, marnage,
operate, promote or otherwise participate in any exfubition
facility or trade mart located in Hong Kong cther than the
Exhibition Centre and in operation at any time during the
term of this Agreement.

5. TERM AND TERMINATION

5.1 Term

Subject always to the provisions for earlier termination
contained in Clause 5.3 hereof, this Agreement shall come
into effect on the date hereof and shall continue for an
initial term of forty (40) years commencing with effect
from the Date of Substantial Completion and thereafter for
further successive periods of ten (10) years each subject to
the TDC in its discretion, such discretion to be exercised
reasonably, being satisfied that the Consortium has
operated and managed the Exhibition Centre in accordance
with the performance criteria set out below during such
initial forty (40) year term or such ten (10) year period (as
the case may be). Where, having exercised ils discretion
reasonably, the TDC is not satisfied that the Consortium
has managed and operated the Exhibition Centre in
accordance with the performance criteria set out .below
during the initial forty (40) year term or the relevant ten
(10) year period, the TDC shall nolify the Consortium in
writing not less than sixty (60) days prior to the end of the
initial forty (40) year term or the relevant ten (10) -year
period (as the case may be) that it does not wish- the
Consortium to continue to act as the operator and manages
of the Exhibition Centre. The performance crileria refeired
to above shall be as follows:—

(i) the Consortium shall at all times have due regard for
and comply with the provisions of the Conditions of
Grant and in particular the Sub-Agrecment as to User
dated 28th February 1985 annexed therelo; -

(ii) the Consortium shall where relevant have due resﬂfd
for the provisions of the Hong Kong 1

Development Couneil Ordinance (Cap. 1114) ﬂﬂdu?.:. :

the obligations imposed on and the functjons of tHe
TDC thereunder;
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