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Annex C/ C

Administration’sresponsesto questionsraised by the Subcommittee

Artsand Culture

1. What are the reasons for not adopting the approach of separating the
development of arts and culture and property, i.e. selling the land in
West Kowloon Reclamation and making use of the proceeds for
development of arts and culture?

2. How can the arts and cultural sector participate in deciding the way
forward for the West Kowloon Cultural District (WKCD) project
before the establishment of the statutory body?

Administration’s responses

The outcome of the public consultation completed in end June 2005
indicates that there is majority support for early implementation of
the West Kowloon Cultura District (WKCD). We should make the
best use of what we have done under the Invitation for Proposals (I1FP)
including the Proposals we have screened-in and the public views
that we have collected and to continue with the process subject to
Improvements. To address the maor public concerns, we have
proposed to introduce additional development parameters and
conditions for the project. We have sought the preliminary views of
the Town Planning Board (TPB) on the proposed additional
development parameters at its meeting on 21 October 2005. The
TPB agreed in principle to the proposed additional development
parameters as the basis for future planning of the WKCD. We have
aso written to al three screened-in Proponents inviting their
responses to the proposed additional development parameters and
conditions.

Subject to the responses of the screened-in Proponents, and in light of
the reaction of LegCo, the TPB and the general public, we would
prepare for the establishment of a new statutory body to take over the
IFP from the Government at a suitable juncture. We aim to consult
LegCo and the public, including the arts and cultural sector, on
specific legidative proposals for establishing the new body in Q2
2006.



We have extensive contacts and conducted in depth discussions with
the arts and cultural sector, and we will continue to maintain the
dialogue and communication to solicit their valuable views on the
project.
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Engaging Consultants

3. Why wouldn’t the Administration appoint consultants now to assess
the financial cost and benefit of the WKCD project in order to obtain
solid information to work out the best financial arrangement and for
negotiation with the screened-in proponents?

4. Why wouldn’t the Administration consider the approach of engaging
consultants to draw up a Master Layout Plan for WKCD?

Administration’s responses/




We are consulting the screened-in Proponents on the proposed
additional development parameters and conditions. Their response
will be criticad in the further development of the WKCD.
Appropriate technical and financia studies will be conducted in due
time.

Under the existing development framework, the private sector with
its commercial knowledge and experience would be better placed to
formulate the masterplan to ensure effective integration of
commercia and arts and cultural elements.

Carving Out

5. The successful proponent is required to carve out 50% of the
development rights of the residential and commercial gross floor area
(GFA) at the WK CD site for bidding by other developers. How was
the percentage calculated?

6. As the three screened-in proponents may propose different ways of
carving out 50% of the development rights of the commercial and
residential GFA for open bidding, what are the criteria for assessing
their proposals and what mechanism has been/will be put in place to
ensure the assessment will be conducted in a transparent and
impartial manner?

7. How would construction of the core arts and cultural facilities
(CACF), the canopy and the communal facilities be financed?
Would the proceeds from the sade of the 50% carved out
developments be used to finance their construction?

8. Will the proceeds from the sale of the carved out development be
ploughed into a fund separated from the trust fund and used for arts
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and cultural and other communal facilities and services provided in
WKCD?

Administration’s responses/

For effective coordination of works, efficient integration of design
and a clear line of responsibility, we propose that the Successful
Proponent should assume the role of coordinating the project and be
charged with the obligation of developing all the Core Arts and
Cultura Facilities (CACF), canopy and other communal facilities of
the WKCD. We also propose that it should be given, say, at most
half of the development rights of the residentia and commercial
grossfloor area (GFA).

The Proponents would be required to submit detailed proposals on
the carving-out arrangements. Such proposals would be assessed
against objective criteriato be drawn up at alater stage. To enhance
transparency of the assessment, the assessment criteria would be
published. All measures safeguarding the impartiality and due
process of the IFP would continue to apply.

Subject to consultation and legislation, proceeds from the carved-out
developments will be used for arts and cultural and other communal
facilities and services provided in the WKCD through a suitable
arrangement.  All the CACF and facilities stipulated under the
Mandatory Requirements in the |FP and other facilities proposed by
the Successful Proponent (excluding the carved-out developments)
are to be constructed and financed by the Successful Proponent. The
proceeds of the carved-out developments will not be used to meet the
construction costs of such facilities.



| ndependent Fund

0.

13.

14.

15.

16.

What are the estimated respective costs for the construction and
maintenance of the CACF, the canopy, and the automated people
mover? What is the estimated cost for procurement of collections
for the proposed themed museums?

On what basis does the Government consider that $30 hbillion is
sufficient for covering the operating costs for CACF, other communal
facilities and the statutory body? Please give details on how the $30
billion has been worked out.

Is the requirement to pay $30 billion upfront to establish an
independent trust fund a prerequisite for selecting the successful
proponent? Is there any room for negotiation? Please give details
on the criteria to be adopted for selecting the successful proponent.
How would the Administration assess whether the construction costs
guoted by the screened-in proponents are reasonable or not?

In the event that the three screened-in proponents do not accept the
condition of paying $30 billion upfront to establish the trust fund,
will the Administration open the negotiation to other devel opers?

What is the basis for assuming the return rate of the trust fund at 5%
per annum?

Administration’s responses/

Our proposal is to require the Successful Proponent to pay an amount
of $30 hillion upfront to establish an independent fund. Please refer
to the note on the “Operation of Communal Facilities in the West
Kowloon Cultural District — Size of a Proposed Independent Fund”
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(Annex to Paper No. WKCD-204 issued vide LC Paper No.
CB(1)158/05-06 on 26 October 2005) for the objectives, assumptions
and parameters underlying the guesstimated size of the proposed
fund. As mentioned in paragraph 13 of the note, the return rate of
5% for the fund is in line with the compounded investment return of
the Exchange Fund for the five years from 2000 to 2004.

Subject to the positive response from the screened-in Proponents, we
would formulate detailed requirements, including those for upfront
payment, for the Proponents to revise their Proposals under the |FP.
We propose that Proponents who do not meet the requirement for the
upfront payment will be disqualified and their Proposals will not be
further considered.

Similar to what are required in the current IFP, the Proponents would
need to provide breakdown of construction and maintenance costs for
individual facilities in their revised Proposals. We would be able to
assess the costs with other information submitted such as the building
areas, design standards, choice of materials, construction methods,
maintenance strategy, pricing assumptions, etc. |If necessary, we
would make reference to the relevant cost data of suitable local or
overseas projects completed. The detailed assessment criteria for
revised Proposals will be drawn up at alater stage.

Regarding museum collections, there are different sources of exhibits
for  museums, including donations and  acquisitions,
long-term/short-term loans, temporary tours of specia exhibitions,
etc. In addition, some museums e.g. Science Museum and Museum
of the Moving Image may have more fabricated exhibits than
artefacts. Thus the costs for procurement of collections for different
museums may vary according to their specific natures.

Proponents are required to provide estimates of the capital costs on
fabrication and displays (including artefacts) for each museum of the
Museum Cluster in the IFP. As the themes of the museums in
WKCD are open for proposals, the amount of acquisition cost for
each museum may vary and will depend on the availability of
relevant artworks from a wide variety of sources within specific
timeframes. In guesstimating the independent fund for the
sustainable operation of CACF and communal facilities, we have
taken into account the factor of an on-going annual acquisition
budget for the art-themed museums.
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The Satutory Body

10.

11.

How would the Administration ensure that the successful proponent
would construct the CACF and the communal facilities up to the
required world standard? Why wouldn’'t the Administration set up
the statutory body as early as possible to enhance public engagement
and monitoring of the WKCD development?

Will the independent statutory body have any role to play in the
selection of the successful proponent and the specifications of the
hardware facilities to be provided in the WKCD?

Administration’s responsesy

The Provisional Agreement and the Project Agreement, as well as
other lega documents to be signed by the Successful Proponent,
would contain provisions on the obligations of the Successful
Proponent. In particular, the Successful Proponent will be required
to prepare technical specifications based on approved designs for
inclusion in the Project Agreement as the control document
governing the design and construction of these facilities. There will
also be expressed contractual provisions stating the powers and
duties of the Government or the proposed new body on technica
vetting/approval and monitoring of the design and construction works,
In addition, the Successful Proponent will be required to provide
sufficient warranties and guarantees to ensure due performance of its
obligations under the Project Agreement.

As for the independent statutory body for the WKCD, the enabling
legislation for establishing the new body would provide for any
statutory obligations of the Successful Proponent and the new body
would be vested with the necessary powers to oversee the due
performance by the Successful Proponent of its obligations. Details
of the new body could only be formulated after we have assessed
comments and reactions from LegCo, TPB, the screened-in
Proponents and the public on the proposed additional development
parameters and conditions, and have decided the prospects of the IFP.
Subject to responses from the screened-in Proponents, we aim to
consult LegCo and the public on specific legislative proposals for
establishing a new body in Q2 2006.



2006

Gross Floor Area of CACF

12. CACF will take up 30% of the tota GFA in WKCD. What will be
included in the 30% area? What will be the respective proportion
between culture and entertainment elements?

Administration’s responses

The definition of CACF as part of the Mandatory Requirements
remains unchanged as indicated in the Important Note of the IFP.
Our proposal is to specify a minimum net operating floor area for
CACF at 185000 m”. This is equivalent to a GFA of 214 000 m?
and accounts for some 30% of the total GFA of the WKCD at a plot
ratio of 1.81.

185000
214000 1.81
30%



Housing, Planning and L ands Bureau
Home Affairs Bureau

6 December 2005
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