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Purpose 
 
1.  This paper sets out the background to the Administration’s proposal to 
seek funding approval from the Finance Committee of the Legislative Council 
for the purchase of equity in Digital Trade and Transportation Network Limited 
(DTTNCo), a separate corporate entity incorporated for the delivery of the 
Digital Trade and Transportation Network (DTTN) services. 
 
 
Background 
 
2.  The DTTN system aims at offering a neutral e-platform to facilitate 
information flow and service integration both in the region (including the Pearl 
River Delta region) and globally, providing a stable and reliable environment 
and a technology platform for the exploration, development and delivery of 
innovative value-added services, and acting as a catalyst to promote electronic 
business adoption, especially by small and medium-sized enterprises. 
 
3.  To facilitate early implementation of the DTTN system, the 
E-logistics Project Group of the Hong Kong Logistics Development Council 
(LOGSCOUNCIL) openly invited interested parties to submit proposals in 
early 2003.  Three proposals were received at the end of the invitation period. 
 
4.  After careful and thorough consideration, the Assessment Panel 
formed under the Project Group considered that the proposal from Tradelink 
Electronic Commerce Ltd (“Tradelink”) was the closest available one to the 
blueprint envisaged in the DTTN Report in terms of compliance with the 
guiding principles, service coverage and technical standards.   
 
5.  In July 2003, the LOGSCOUNCIL recommended that the 
Government should jump start the project and enter into discussion with 
Tradelink immediately with a view to concluding an operating agreement with 
the company as a DTTN service provider.   
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6.  In July 2003, the Administration briefed the Panel that it had accepted 
the recommendations of LOGSCOUNCIL and entered into discussion with 
Tradelink accordingly.   
 
7.  In August 2005, the Administration concluded an Operating 
Agreement (OA) with the DTTNCo, a Shareholders’ Agreement (SA) with 
Tradelink and the DTTNCo, and a Shares Acquisition Agreement (SAA) with 
Tradelink.   
 
8.  The OA requires the DTTNCo to develop and implement the DTTN 
services in accordance with the service parameters, service levels, pricing 
model and implementation programme stipulated therein.  The SA defines the 
rights and duties of shareholders of the DTTNCo.  It also enshrines the 
safeguards endorsed by LOGSCOUNCIL for upholding the neutrality and 
non-exclusivity of the DTTN services to be provided by the DTTNCo.  The 
SAA provides for the acquisition of shares in the DTTNCo by the Government 
through the Financial Secretary Incorporated (FSI). 
 
9.  In October 2005, the Administration briefed the Panel on its proposal 
for the purchase of equity in DTTNCo. 
 
 
Shares Acquisition Agreement 
 
10.  According to the Administration, there is strong industry consensus 
for Government to become a shareholder of the DTTNCo in order to play an 
effective role in ensuring that the company will develop and implement DTTN 
services in compliance with the OA.  Lack of direct Government involvement 
will likely undermine industry support for and subscription to the DTTN 
system.  The Administration explored different options with Tradelink for 
acquiring the DTTNCo shares.  In the end, it decided for a purchase of equity 
in the DTTNCo in cash through the SAA to achieve certainty in Government’s 
investment and involvement in the DTTNCo.   
 
11.  Pursuant to the signing of the SAA, the FSI now holds DTTNCo 
shares of HK$31.5 million valued at par with the settlement of the amount to 
be made subject to FC’s approval.  The FSI will need to obtain FC’s funding 
approval within 12 months from the date when Tradelink completed transferal 
of the shares to the FSI (i.e. 31 August 2005).  If such approval is not 
forthcoming, FSI will return the DTTNCo shares to Tradelink, who will have 
no further claim against FSI. 
 
12.  At present, the total issued share capital of the DTTNCo is HK$108 
million.  FSI shareholding in the DTTNCo represents 29.17% of the 
company’s issued share capital, with the balance of 70.83% held by Tradelink.  
There is a plan to recruit other shareholders for the company and it is envisaged 
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that the eventual proportion of shareholding would be 21% by FSI, 51% by 
Tradelink, and 28% by others. 
 
 
Members’ views 
 
13.  Whilst recognizing the potential benefits of the DTTN System, 
members expressed divergent views on the Administration’s proposal for the 
acquisition of DTTNCo shares from Tradelink, which was incorporated in 1988 
as a joint venture between Government and some key players in Hong Kong’s 
trading sector. Tradelink has become a publicly listed company since 28 
October 2005.  The Government remains the largest single shareholder of the 
company.  
 
14.  Some members are of the view that the unique status of Tradelink has 
already created unfair competition with the private sector.  The Government’s 
proposal for the acquisition of DTTNCo shares from Tradelink may give 
DTTNCo an unfair advantage over prospective competitors which is contrary 
to free market practice and competition.   
 
15.  A member however holds the view that since the data provided by the 
logistics players contain sensitive information such as the names and contact 
details of their customers, it is highly important that the DTTN system must 
provide a level-playing field for all stakeholders, and be perceived by them as 
free from real or potential conflict of interests or sector influence.  As such, 
there is a strong industry call for Government to become a shareholder of the 
DTTNCo in order to ensure the neutrality of the DTTN System. 
 
16.  In view that the majority of the members present at the Panel meeting 
on 24 October 2005 was not in support of the Administration’s proposal, the 
Administration did not submit the funding proposal to the Finance Committee 
for approval as originally planned. 
 
17.  Subsequent to the Panel meeting on 24 October 2005, the Panel 
received written views from the following 12 organizations, urging the Panel to 
lend support to the Government’s proposal for the purchase of DTTNCo 
shares: 
 

(a) The Institute of Purchasing & Supply of Hong Kong 
(b) Hong Kong Logistics Association 
(c) E-logistics Project Group, Hong Kong Logistics Development 

Council 
(d) Hong Kong Container Terminal Operators Association 
(e) GS1 Hong Kong 
(f) Hong Kong CFS and Logistics Association Ltd 
(g) Hong Kong Container Drayage Services Association Ltd 
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(h) The Chamber of Hong Kong Logistics Industry 
(i) The Hong Kong Shippers’ Council 
(j) Internet Professional Association 
(k) The Chartered Institute of Logistics & Transport 
(l) Hongkong Association of Freight Forwarding and Logistics Limited 

 
Their written submissions are attached in the Annex. 
 
 
Latest position 
 
18.  The Administration will brief members further on its proposal at the 
forthcoming meeting to be held on 23 January 2006. 
 
 
 
 
Council Business Division 1 
Legislative Council Secretariat 
16 January 2006 


















































