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(1) Development Plan and Desigh Concept

= = A= O
Eé FE& E\IJ E aX E-l- *EE IE\ Government/ Institution/ Community
Egﬁ / HiE / tE
17% N
9080 T
Arts and Cultural Facilities Retail/Dining Hotel/Office/Residential (HOR)
(Including Core Arts and Cultural Facilities BWAD 1T F 111011050 | S YN E 222
(CACF) and (RDE) Facilities
Other Arts and Cultural Facilities (OACF)) ZE /B / HAE
X2 it B4
( BMEZID 2 i a% i K B fth S E & 1ilg 58 b )
43%
(Not more than 20% for residential)
40% 16% (BPAZR20% FEERR)
337340 Frx 138 360 Tk 366 620 73
I J
[ [
WKCDA FEEF (56%) Government FfF(44%)

Site area : ~40 ha Total gross floor area (GFA) *: 851 400m?2
TIETE . ~q0oIE HEMIZHEETE* ¢ 851 400F K

Provision of 23 ha of public open space (Mainly in Art Park, waterfront promenade and
above ground level)

ARz BN ARKERM ( EZ2ESEE2MAE - BERBAMEL L1ZE )

* This reflects the GFA after the section 16 planning application for 15% increase in total GFA for the whole site was approved by
Town Planning Board on 14 November 2014.
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(1) Development Plan and Design Concept (Cont’d)
SRERIMEFTEE (8)

Emphasis on Integration: Horizontal and Vertical
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(1) Development Plan and Design Concept (Cont’d)
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(2) Existing Financial Arrangement

IRAMIEZH

* A one-off endowment fund of $21.6 billion from Government approved by
Legislative Council (LegCo) in 2008 for WKCDA to meet the costs of delivering the
West Kowloon Cultural District (WKCD) project as assessed with the help of a
financial consultancy.

TLAER2008F L —EBREF216ET FANEERS - IXREBUHBEEMERE
AN X{E&IBEFrE TR -

» RDE facilities to be vested in WKCDA to generate recurrent revenue to meet
operating deficit.
FAXIEENSE / 65 / SHREREEERS  AEERREERIA - ECE
BINF °

* Government to fund and undertake communal and government facilities and
related engineering works (i.e. public infrastructure works (PIW)).

HRLE M EZEXRANBUARRN - URAR LR (BAHERERTE) -



(2) Existing Financial Arrangement (Cont’d)

IRAMIEZHE (8)

* In mid-2013, Government further undertook to fund the construction of the
integrated basement (IB) in full to help relieve WKCDA’s funding pressure.
£2013FFF » HINE—DTFGEZNmatENZEEEER - DUGEIREEIER
BAELBE ] -

« WKCDA announced the pragmatic approach for delivering WKCD facilities by
batches, the implementation timetable of Batch 3 facilities would be subject to
review, and the development of the Mega Performance Venue/Exhibition Centre
(MPV/EC) and Musical Theatre through private sector funding would be explored.
BEBEEH  ERABEALRAMEERN WIS RN ERIEER - DURER
NEREMNERBEETERAMERESHNEREFR ODURSTLEES -
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(3) Arts and Cultural Facilities 3Z{EZ21{i7 5% it

Exhibition Centre

(a multi-purpose venue for exhibition, Centre for Contemporary  yjqy Centre

Performance@
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@ Future development to be reviewed due to partial
incorporation into Lyric Theatre Complex
HRE S RIECSMAEBRESEIS, RRERFBNR
# Development to be funded by donation;
public consultation underway
BB ERERE; M ARBETH



(4) WKCDA'’s Financial Difficulties
B FH AV ET B[R &

» Since 2013, the financial difficulties faced by WKCDA have been highlighted by the former WKCDA
Board Chairman at her annual briefings for the LegCo Joint Subcommittee to Monitor the
Implementation of the WKCD Project (Joint Subcommittee) on the financial situation of the WKCD
project.

H2013Fi#t - EBFESHEIFFEEESFOILAEEEM N XEETEETERBMS/NAEZES (Ba/)
HEES)ERA N ERIBEHNEHBIN AR - el ERREE R -

» At the Joint Subcommittee meetings on 7 July 2015 and 30 May 2016, Members were informed that if
WKCDA were given the development right in respect of some or all of the commerecial
developments, there would be potential for WKCDA to develop the planned facilities, fund the operation
of CACF and support the wider development of arts and culture in Hong Kong.
iR2015F7H7H K2016F 5 H30HMWBE/NAEAZEEEE L ZEEZEEHBRERBINZHEHRERE
IEEMNERE  SERETANKITEECRIINGT - HEEZOERNEERERAE  UAXEEEX
EBNERZNEE -

* Members of the Joint Subcommittee urged the Government to come up with ways to help WKCDA
address its financial difficulties; while some further suggested that the HOR development right should
be granted without payment of land premium so that WKCDA could have a certain source of
funding to deliver the WKCD in full.

e/ VEZESZERBENS KA ERYEEBBAM A - S0 ZERZBUTHBAINEUE - EE
HEErEEFSENEENESTHERANXIER



(4) WKCDA'’s Financial Difficulties (Cont’d)
BRI EE (8 )

Capital Cost EAR A

«  WKCDA'’s financial difficulties in terms of capital cost is the result of a combination of developments
and changes since the approval of the upfront endowment in 2008 -

EEFEEANALTHAEYNMEEE - TEF2008FRA—ZBBNELIRU NIERENEEM
2 -

(a) Significant escalation of construction costs in Hong Kong

REZERNZEMAEE LT+

(b) A significant decline in investment return due to volatility in global investment markets

IRKIREMSTAFEKE - IRELHRREAE MK

(c) Public engagement and planning process lasted almost four years

PSR BB EREINF

(d) Complexity in implementing the “City Park” design concept
— horizontal and vertical integration + integrated basement
HE "M AE . RS EME - B RS +45 S M E
* Need an extra of about $11.7 billion (in 2016 prices) to complete the remaining facilities (other
than Musical Theatre and Exhibition Centre to be funded by private sector investment)

FEHIMMINETT (Ll2o16FERBETE ) ol Mgt ( BAERBRENTEERMRE RO )
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(4) WKCDA'’s Financial Difficulties (Cont’d)
BRI EE (8 )

Recurrent Cost EERX

«  WKCDA will incur operating deficits starting from 2017-18
BEIEETEFTH2017-18F ER B HIREERT

» The total operating deficit to be incurred in the next three years (2017-18 to 2019-20)

will be about $1 billion.
RR=F  FEETR=EEBERFSHELN10ETT -

» By 2022-23, the operating deficit is estimated to be about $550 million.
£2022-23F 8 - EERFIIAR5.5ETT

« The main reasons are —

FTEZRREEE -

(a) Serious delay in the receipt of RDE income
— Over 65% of the RDE facilities will only be completed after 2022
TE/B m/ﬁ% & A B B LB
—65%LL FFE / BEX / BRERMER2022F &1 S3ERK

(b) Increase in operating budget particular in areas not envisaged in 2008

IBINZEFRE - LHZEE2008F W ARBFRETRIEIS
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(5) Enhanced Financial Arrangement
58 A1 #5 L HE

Considerations ZEHFZ=

(a) To provide sufficient but not excessive resources to WKCDA to meet its
financial difficulties

REERRHEANEABENERUBIEMEEE

(b) To adopt open and competitive tendering in selecting private sector
partners for the HOR development, who would shoulder development
risks (including construction, financing and marketing) in accordance with
commercial considerations such that WKCDA needs not play a
developer role and can focus on the overall coordination of design
and programme of WKCD
KAEAHEEGREHNEBEAR  BEFWERAIE / BAoE / EEEBNT
SaEKH ; UIRBSEXKHREEZEFIERRER (SR EE - MEMm
SR )  EEERBAREREEAS (KNS EE"EHB‘UEEE’J“ SRYE
MmENERIGER
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(5) Enhanced Financial Arrangement (Cont’d)

MiERF#5ZHE (48 )

Considerations (Cont’d) EEEZE (&)

(c) To retain ownership of the HOR developments in the hands of WKCDA to
produce stable recurrent rental income during and after the build-operate-transfer
(BOT) period, and ensure design and management of the entire district in a
holistic and integrated manner
HEEEFREEE / MoE / AEERNFEE  REERRE 255 SEBABR ) H
B MEmEREEENEEETWA - TEAREZEEXCEEEEBMEENKRETANEE

VaX A

(d) To devise mechanisms that enable the Government to receive upfront
payments from the development packages where possible and to share income
with WKCDA upon expiry of BOT period so as to protect Government’s interests
5] M SE S 1 o BERY 1B RT’“?’“%?&AHQE’YHUHH?’XIE RE TEE - BEERBR
mEATAEREEREEEAIA - DURERGION =
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(5) Enhanced Financial Arrangement (Cont’d)

&R #5228k (48 )

Key Components X Z 47

A. Grant of development right of the HOR portion of WKCD to WKCDA with
upfront payment to Government (to be determined through open tendering)
RPN AEEEE / WAZE / BN RERERFEES - (BAMBAF S (TRIEFIR
(B ARBIRARTE)

= WKCDA will tender the HOR sites in batches and the successful bidders will develop the
HOR portion through BOT arrangements. WKCDA will share the income generated to
obtain recurrent income. Upfront payment to the Government is required and will

be determined through open tendering.
EEFEOHIEER  PEREZEE 'E2S  SENBR ) THREBE/MAE/EEE D -
EERZE WA LRGEEWA - AOBAZTRIEMIE - SREAFRIBITZRE -

= WKCDA plans to develop a major portion of the HOR GFA into rental offices and a
small portion of the GFA as rental residential units (which will be lower than the

approved limit of 20%).
BV EREE /AR /AR AR s NARERESRAEHEBAZE - BN
REAEMEEEMN (TEHENAREEERERESFJr20% LR ) -
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(5) Enhanced Financial Arrangement (Cont’d)
MBI FELHE (48 )

Key Components (Cont’d) EZHE7 (E)

B. Grant of development right of the Exhibition Hub
Development Area (EHDA) to WKCDA without upfront
payment to Government

wREEAERENGRERELTEER (BADBEFS{TAIEIE )

« This development package comprises the Exhibition Centre and the
adjacent U-shaped hotel and office site

It RAESERREE D/ O K H—IRUREE & AZE i

« Through open tendering, WKCDA will identify a successful bidder to~ \£
undertake development of the EHDA package under a BOT
arrangement, and share the income generated to obtain recurrent
income

BEHREARAE  PENEEZENE "#1E BB ) g
ERERAZER  EEEFZEOUWALDIERKE WA Exhibition Centre

REFL

. : : Hotel(s) and Offices
Upfront payment to Government is not required it Yiylen

BA R BUE S A1 IR
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(5) Enhanced Financial Arrangement (Cont’d)
M4 TELHE (48 )

Key Components (Cont’d) EZ4HE7 (&)

C. To fund the development of the Music Centre and its embedded OACF and RDE
facilities as early as possible, and to tide over an interim operating deficit, WKCDA

will explore various financing options (e.g. issuing bonds or raising bank loans)
& ERREHESREFSEP ONEFEZNEM R XEE / B / HE
st - LURENPEISERTY - EERFRS ARNME S FE(PIUNEEITESSEIRTT

B8)

D. Government to retain the right to share income from the HOR portion with

WKCDA upon expiry of the BOT periods having regard to its funding needs
HRgrREBEANESESE "85 2EABR, HilREmE  fRYEERNEESE

Z BBIE / WAZE /1EEERIUA
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(6) Comparing Existing & Enhanced Financial Arrangements

LEBRIR1T AN 5% A7 75 2 1k

Without With
enhanced financial enhanced financial arrangement
arrangement MR FELHET
BRAENMEMIELHE
A multi-pronged approach to address capital funding needs

Exhaustion of ZEE NEEEAEERE
capital funding WXKCDA can deliver and operate the planned facilities in line with the organic
HEELESE growth approach, especially —
« WEKCDA cannot deliver EEFARENREARERENERNEERERN - FAlZE -

Batch 3 facilities and a = the Music Centre (Batch 3); and

major portion of RDE HRE-HHREPHOT DD ; UK

facilities, nor can it rely = the Exhibition Centre (as part of the EDHA package) through public-

on external borrowing private partnership (PPP).

to fund the capital cost. PIARhEaFERENERRERPLFRREERAMSSRE—F D)

BEBABEHES =
RARENETE | &8/

e A i «  WKCDA can leverage on the development right and long-term income
3 a0 , £ 3

gzﬁﬂ ”ﬁg%gﬁgig stream to secure external borrowing.

% o == ) EEFOLUENZREEMISENEEWARREHIMEGS -

« Under BOT, developers have to deliver the RDE facilities embedded in the
HOR buildings, thus reducing WKCDA’s capital outlay.
T TEE BERBR,ZHN  BRANERRRAE /MAE /518
FEFEZNEE /BN / BERN - AMEEESEENERRX
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(6) Comparing Existing & Enhanced Financial Arrangements

(Cont’d) LEBIRTT RSB F5 % HE (48 )

Without enhanced financial arrangement

BEMEIFELZH

Prolonged operating deficit
REIZERTF
- WKCDA is projected to incur operating deficits

starting from 2017-18.
BB ETEETH2017-18FEHABHIREERF -

» The alternative of making another one-off
endowment to WKCDA will at best enable
WKCDA to build the remaining facilities, but
once the endowment is used up and when more
CACF and OACF are commissioned, WKCDA will
face even bigger operating deficits.
MNEZEOEREES —R—FZBEN - RELGE
EREERER MR - B2 EHERRE
KB 2420 XA EE g 52 e & B S AE 2 iy 52 e
AR BEERENERENEERT

With enhanced financial arrangement

INs2fAF5 L HE R

Long term, sustainable operation
RERRSE

WKCDA will have a steady source of recurrent
income from HOR developments to meet its
operating deficit during the BOT period. Upon
expiry of the BOTs and return of the HOR
properties to WKCDA, they will bring
considerable recurrent income to enable WKCD
to grow stronger and healthier.

T TEE - EERBR, WEME - OBE /B
=/ FERREAEEERERERENEEIN
AKBUBNEERTF - & "85 - SBENBR
g R R EREEBREERRE - B
IBRHEAEERETRIBNEERA » SANX
EERAIFAFE IR ERIRERE -
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(6) Comparing Existing & Enhanced Financial Arrangements

(Cont’d) LEBIRTT RSB F5 % HE (48 )

Without enhanced financial arrangement With enhanced financial arrangement
BRENMEA ISR HE MEMABELHET

Complications in land ownership and Holistic ownership and effective

management management

ERAEENEE TENFERBUERE

»  Multiple ownership and management authorities - Retention of ownership of the HOR sites by
for different strata of the buildings give rise to WKCDA ensures that the entire WKCD would
complications for the Land Grant for WKCD and be designed and managed in a holistic and
possible conflicts. integrated manner to complement the phased
BIE / MAZE /| EAEBFPIEDEXRENETE commissioning of the arts and cultural facilities,
BEERA N CEREEEHEMNETER - thus preserving the integrity of WKCD in the

long run.

BEEBREBE / MAZE / EERAMNERES
FERZEX(ERARZIREMEHAVREE -
Foaf A EBRIUERME D HEE AL - RiEHE
X @R -
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(7) Next Steps F—FH RV T {E

- Government and WKCDA will work out the details based on the framework of
enhanced financial arrangement approved by the Executive Council.

BRMERER/RRBETHEEAERIBEMIBLZIER - fIF] 158 M 752 BRI A En

« The detailed terms and conditions of the enhanced financial arrangements will be
governed by a Project Agreement to be signed between the Government and WKCDA
later this year.

BEEERRSERRABUFEI LB B i - 5IABNNE 0 5 22 JERVEF AR R -

« Government will continue to honour its commitment and apply to LegCo Finance
Committee for funding to construct the PIW and Integrated Basement by phases.
BN EETIRFIEARERER T ENMASHE L ENFGE - DBEROIDAE]MZE

AR TR A o
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