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Item No. 3 — FCR(2017-18)1

CAPITAL INVESTMENT FUND

HEAD 973 — TOURISM

New Subhead — ""Equity in Hongkong International Theme Parks
Limited for the Expansion and Development Plan at
Phase 1 site of the Hong Kong Disneyland Resort™

(The verbatim transcript of proceedings of this meeting is in the
Appendix.)

The Chairman reminded members of the requirements under
Rule 83A and Rule 84 of the Rules of Procedure (*RoP").

2. The Chairman said that this item invited the Finance Committee
("FC") to approve a commitment to inject $5,450 million as equity from the
Capital Investment Fund to the Hongkong International Theme Parks
Limited to support an expansion and development plan at the Phase 1 site
of the Hong Kong Disneyland Resort ("HKDL").

3. The Chairman informed members that the Panel on Economic
Development and FC had spent three hours and eight hours respectively on
the discussion of this funding proposal. The Chairman declared that he
was an independent non-executive director of The Bank of East Asia.

4, Mr_Martin LIAO spoke in support of the funding proposal.
Mr LEUNG Kwok-hung spoke against the proposal. Mr Charles Peter
MOK considered it undesirable to allow the management of HKDL to
participate in FC's deliberation on this agenda item.
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5. Mr CHAN Chun-ying spoke on the proposed capital injection, other
financing options and the site reserved for Phase 2 development of HKDL.
Mr CHAN and Mr WU Chi-wai sought information on the "base case
scenario projection™ for HKDL, i.e. the scenario where no capital injection
was made. The Secretary for Commerce and Economic Development
("SCED"), the Commissioner for Tourism ("C for T") and the Executive
Vice President and Managing Director, HKDL each responded to members'
views and questions.

[Post-meeting note: The supplementary information provided by
the Administration was circulated to members vide LC Paper No.
FC116/16-17(01) on 27 April 2017.]

6. Mr_Alvin  YEUNG and Mr_Jeremy TAM spoke on the
Administration's attendance forecast. SCED and the Assistant
Commissioner for Tourism (4) each responded to members' views and
questions.

7. Mr LEUNG Yiu-chung and Mr Steven HO gave views on whether
this funding proposal should be left for the next-term Government to
negotiate afresh with The Walt Disney Company (“TWDC"). Mr HO also
spoke on the economic benefits brought about by HKDL and HKDL's
positive impact on the grass roots, particularly children. SCED responded
to members' views and questions.

8. Mr_Kenneth LEUNG and Dr LAU Siu-lai enquired about the
contents of the cooperation agreement between TWDC and the
Administration. SCED and the Assistant Commissioner for Tourism (1)
each responded to members' views and questions.

Q. Mr YIU Si-wing spoke on the expansion plans of HKDL, Tokyo
Disney Resort and Shanghai Disney Resort. SCED and C for T each
responded to members' views and questions.

Motions proposed by members under paragraph 21 of the Finance
Committee Procedure

10. In response to the Administration's views that the two motions
proposed by him, Dr YIU Chung-yim and Mr LEUNG Kwok-hung under
paragraph 21 of the Finance Committee Procedure ("FCP") were out of
order, Mr CHU Hoi-dick said that he had sent a written response to the
Chairman this morning. He asked the Chairman how he would deal with
the motions.
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11.  The Chairman said that it took time for him to draft his written
ruling, and held that the meeting should continue so as to allow members
to go on with their questions. Mr CHU Hoi-dick, Mr CHAN Chi-chuen
and Mr LEUNG Kwok-hung expressed dissatisfaction with the Chairman's
arrangement. Mr CHAN Chi-chuen and Mr LEUNG Kwok-hung moved
forward to the Chairman's podium. Mr LEUNG reached out his hand to
touch the objects that were placed on the Chairman's podium.

12. At 9:28 am, the Chairman declared that the meeting be suspended.
The meeting resumed at 9:46 am. The Chairman declared that the
meeting be adjourned immediately as the conference room was in a state of
disorder, and that the next meeting would start at 10:35 am.

13. The meeting ended at 9:47 am.

(At the third meeting of the day, Mr LEUNG Kwok-hung indicated
that he would seek judicial review against the way in which the
Chairman chaired the meetings and requested the Secretariat to
prepare verbatim transcripts for the meetings of the day. The
Chairman agreed and other members raised no objection. The
verbatim transcript of proceedings of this meeting is in the
Appendix.)

Leqislative Council Secretariat

27 February 2018
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Finance Committee of the Legislative Council
Minutes of the 30" meeting
held at the Conference Room 1 of the Legislative Council Complex
on Friday, 22 April 2017, at 8:30 am

( Verbatim Transcript )
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Mr Samuel LAU, Executive Vice President and Managing Director, Hong
Kong Disneyland Resort: Mr Chairman, thank you. So, | want to give a
view from the business perspective, very simple. You know, when we have
an asset that's 11 years old, over time, attractions will get old. The content in
which we attract guests in the Park will over time be less relevant. There
will be more attractive content out there and competitiveness...yesterday, we
talked about there are other parks, other venues, other things that will attract
people to come. So, over time, the competitiveness goes down, the
attractiveness of the Park goes down, the assets age. And naturally, it would
be difficult to attract new guests. So, over time, as guests stagnate in terms
of attendance, or worse yet, in the long run, it declines, it impacts revenue.
So, that is a challenge that any business, from a growth perspective, will
become stagnant over time. There is no longer a growth trajectory.
Yesterday, we also talked about the lack of revenue opportunity. There are
all good opportunities in the future, with better infrastructure coming to Hong
Kong. If we don't take advantage of those revenue opportunities by offering
new content so that there is something to market...this is an area and a market
that always stresses newness. What is the new thing for me that | can come
to the Park to do? So, there is no longer any newness, new content. There
is less to market. And so, it's very difficult for the business to attract new
guests and attract guests that have come once or twice before to keep coming
again. So, over time, you can imagine the attendance will over time become
stagnant or go down. And that's what impacts the business in the long run.
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Executive Vice President and Managing Director, Hong Kong Disneyland
Resort: | think one reference is that, in 2009, when we proposed the building
of three theme lands, for 2025, there was a projection of 7.3 million in
attendance. Today, we were a little bit over 6 million, standing at 2016,
2017 hopefully. In the project itself, this expansion project estimates at
2025, roughly 9.3 million. So, from that you can deduct that it's roughly a
2 million loss if you won't...or opportunity that will be missing out by not
investing in this expansion programme. So the challenge for the business is
that when we don't have the ability to attract more guests, to be able to
continue to grow our revenue, to renew assets...ageing assets, and not have
enough content that's relevant and new to attract guests, we'll lose attendance,
we'll lose the ability to cover the resources that we need to run our Park.
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