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YOUR REF.: Date:

21st April 1999

Strictlv Private & Confidential

The Hon. Donald Y.K. Tsang, J.P.
The Financial Secretary

12th Floor, West Wing,
Cenmral Government Offices,
Lowsr Albert Road,

Central,

Hong Kong.

Dear Sirs,

Re: Proposed Cvbermom Develooment 2 Pok Fu Lam

We act for a substantial group of publicly listed companies who wish to racord cheir
concerns relating to certain aspects of the proposed Cvberport davelopment iz Pok
Fu Lam, which are listed bereunder :-

1. Whilst the Cyberport project bas generally recsived support, there are sevaral
key questions which have been raised by members of the public which
currently remain unanswered.

1.1 What does the word “Cyber” acrually meag?

The specifications of the IT infrastructure whick have bespn disclosed
by the Information Technology Bureau are now the common standard
for new commercial buildings. In addition many older buildings have
already been up-graded to equivalent stndards. The consequence of
this is that a supply of buildiags suitable for the IT industy already
eXusLS Al VETY Competitive reats.
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Notwithstanding the foregoing comments, our clients have oo
objection in principle to Government subsidizing industries as this
already is an established pracrice in the Industrial Estates at Tai P,
Yuen Long and Tseung Kwan Q.

Why a “port™?

There is no nead to locate an IT facility adjacent to the sea. The [T
industry is not location seasitive, A [ow rise, well landscaped
environment similar 1 Silicon Valley, can readily be created on an
inland site.

Why locate the Cyberport oo Hong Kong Island?

Land on the island is a particularly valuable commodity due to it
scarcity.  This was evidenced in the most recent land auction whera
the Hong Kong Island site ferched a substantiaily higher price than the
other lots on offer.

The proximity to HK University has besn mentioned but this sesms
rather tenuous in view of the fact that its swrengths lie in arts and
social sciences. The site would also appear to offer no opportunity
for expansion of the clustering of IT companies should the venrure be
successtul. It would appear mare sensible for a facility such as this to
be located in an area such as Tung Chucg mew town (proximity to
airport with existing MTR link) or Tseung Kwan O (proximity to
University of Science & Technology and MTR under construction).

The convenience of commucing to Central District has also hean
mentioned in support of the location, This is in conflict with the
analogy of Silicon Valley which has no such proximity to a major
financial centre.

The public have a right to receive answers to these questions through
a fully transparent disclosure of all the terms of the Cyberport projest
with appropriate justifications. The statement made by the Secretary
for Information Technology in the Legislative Council o 31st March
1999 fails to address any of these questions.

Notwithstanding the anticipated benefics of the Cyberport, our clients believe
the arrangements as curreaty proposed rapresent a major change of pelicy by
the Administration which, in itsslf, rzises two substantial issues -

21

As a marter of pricciple, a poticy shift of this tagnitude should surely
be proposed by the Administration and considered by Legco and other
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relevant bodies so that all stakeholders in the Hong Kong economy are
aware of the change and have an equal Opportunity to put forward
proposals within the new policy guidelines.

~
I

If the Cyberport project proceeds as currextly planned, it will set a
precedent for many cther private sector initiatives which, in the past,
would always have besa supject o a competitive bidding process but
which may now be dealt with by way of private trearv. How does
Government intend to judge different proposals and decida which may
be acceptable and which may not? Wil this be limited o the hi-teza
feld or include such other areas as the Government may, from time @
tirne, wish to encourage e.z. fund TanAgZement, new ar2as of
manufacturing, biotechnology, etc.? ' '

The propesed allocation of approximately 4.2 million sf of rasidentisi
accommodation intended for sale to the public without aay compericive
biddirg process represents a fundamearal deparmurs from the principies whica
Government has strictly applied for the disposal of such land for at least the
last 25 years, and probably much longer. Furthermore, it is inteaded 10 make
the allocation to a private company withour any history of real estate
development. The consequence of such a fundamental chanes in land policy
goes far beyoud the immediate issue of Cyberpor:. '

Recognising the Government's wish to ses the creation of an ifternations!
mult-media and information services centre to enhance Hong Korng's
positien as ag information and techaology hub, our cliewss have oo desire to
impede the realisarion of the Cyberport but they wish to put forvard an
alterpative proposal by which government can ackieve its objecuves in
relation to the Cyberport in a more transparent manner whilst still working
within established land disposal policy :-

41 In the public interest and the interssts of tansparency, the
Government puts up for sale by auction or tender the land for
residential development intended for sale to the public.  The
procedures should be consistent with the current reserve list of sites
available for disposal by auction or tender and thereby achieving a
level playing field. To emable this process 1o succesd aad on the
assurnption that the residendal potential amounts to 4.2 millio s¢ of
residential gross floor area, and subject to sight of the detailed
coaditions of sale, we represeat a grouvp of substartial Hong Koaog
companies which are prepared to underwrite 2 minimum: reserve prics
of HK$8,000,000,000.00 204 are prepared to sign a1 undertaking to
this effect as well as lcdge an appropriate daposit should te id=a be
acceptable.

——— .



VINCENT T. K. CHEUNG, YAP & CO.

SCLCIIORS & NQTARES

REGERRBBWHL T

4.2 Oun successful sale of the property for ar lease this migimum reserve
price, Governmenr can allocate a portiog of the procesds to fund the
development of the proposed Cyberport by the selected unplementing
company on a cost-plus-profit basis and, in addition, pay fur any
related Government infrastrucrure,

Ax
L

The werms and conditions relating to the Cyberpor, arrangements as
10 ownership and operation and other details can then procead on the
same basis as presendy envisaged. The scope and specificaticns for
this facilitcy would be mewers left eutirely to Governmentr and irs
preferred technology company, mbject 1o Legco zpproval, erc.  as
presently ancicipated, but with the added incentive of the guaraneesd
profit 1o the implementing company. ' -

4.4 1If evenrually another site for the Cyberpor were 19 be selected in a
more appropriate location then a similar underwriting arrangemen:
would be available.

In summary, our clients’ aim is to ensure thar Governmeng recgives, and is se=n w0
recejve, the full open markes value for the grant of the residential development rights
whilst at the same time enabling the propesed yberport 1o procead withour delay.
This approach will also emsure the integrity of the established land process is
maintained and the public imtersst is full sarisfied and Governmenr achisves
transparency in its established procedures.

We are available to mest with you at aay tme 1o discuss cur cliens’ views and await
your positve response.

Yours faithfuily,

!
r Tk

w4212




INFORMATION TECHNOLOGY
AND BROADCASTING BUREAU
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29 April 1999
Vincent T. K. Cheung, Yap & Co.
Solicitors & Notaries
15® Floor, Alexandra House,
16-20 Chater road,
Hong Kong

Dear Sirs,

Proposed Cyberport Development-

Thank you for your letter of 21 April 1999 addressed to the
Financial Secretary on the proposed Cyberport development. I have been
authorised to reply on his behalf.

We have taken note of your clients’ concern and proposal on the
Cyberport development. The Cyberport is an information infrastructure
project which aims to create a strategic cluster of leading information
technology (IT) and service companies in a purpose-built environment and to
atract a critical mass of professional talents to Hong Kong in the shortest
possible time. The ancillary residential development is only a means to
generate the necessary funds to support the project. Given the nature and
objective of the project and to ensure the highest chance of success,
Government's private sector partner must be itself an anchor tenant well versed
in IT, able to attract leading IT companies to the Cyberport and willing to
shoulder the construction, completion and financing risks. Your proposal
does not meet the foregoing.

I note that your clients are interested in purchasing the site for the
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ancillary residential development of the Cyberport only and have suggested that
Government should use the financial resources thus obtained to build the
Cyberport. This is a fundamental departure from the whole concept behind the

Cyberport project, which is to develop the entire Cyberport project as an
integrated development.

As regards your other comments including the location of the site
and Government policy on private sector initiatives, the Financial Secretary and
the Secretary for Information Technology and Broadcasting have already made
public statements on these issues and I will not repeat them here.

Thank you again for your views.

Yours faithfully,

(Eva Cheng)
for Secretary for Information Technology
and Broadcasting



