For discussion FCR(2018-19)15
on 18 May 2018

ITEM FOR FINANCE COMMITTEE

HEAD 181 - TRADE AND INDUSTRY DEPARTMENT

Subhead 700 General non-recurrent

Item 524 SME Export Marketing and Development Funds

Item 836 Dedicated Fund on Branding, Upgrading and Domestic Sales

Members are invited to approve the following changes
to Head 181 Trade and Industry Department
Subhead 700 General non-recurrent —

Item 524 SME Export Marketing and Development
Funds

(a) increase the approved commitment from
$5.25 billion by $1 billion to $6.25 billion and
rename the item as Export Marketing and Trade
and Industrial Organisation Support Fund; and

Item 836 Dedicated Fund on Branding, Upgrading
and Domestic Sales

(b) increase the approved commitment from $1 billion
by $1.5 billion to $2.5 billion and extend the
coverage of the funding support to markets
within the Association of Southeast Asian
Nations.

/PROBLEM .....



FCR(2018-19)15 Page 2

PROBLEM

The Belt and Road (B&R) Initiative and the Guangdong-Hong
Kong-Macao Bay Area (Bay Area) Development Plan will bring about tremendous
business opportunities to Hong Kong enterprises. With the shifting of global
economic gravity to Asia and developing economies, the HKSAR Government
concluded in November 2017 a Free Trade Agreement with the Association of
Southeast Asian Nations (ASEAN)*, which will also help Hong Kong enterprises
tap these fast-growing markets. We need to increase the commitments of the SME
Export Marketing and Development Funds (EMDF) and the Dedicated Fund on
Branding, Upgrading and Domestic Sales (BUD Fund) to maintain the operation of
the funding schemes and to implement enhancement measures, so as to assist Hong
Kong enterprises in capturing these economic opportunities.

PROPOSAL

2. The Director-General of Trade and Industry (DGTI), supported by
the Secretary for Commerce and Economic Development, proposes to —

(@) increase the approved commitment of the EMDF from $5.25 billion
by $1 billion to $6.25 billion and rename the EMDF as Export
Marketing and Trade and Industrial Organisation Support Fund
(EMTSF); and

(b)  increase the approved commitment of the BUD Fund from $1 billion
by $1.5 billion to $2.5 billion and extend the coverage of the Fund so
that it can provide financial support to assist Hong Kong enterprises
in exploring and developing the Mainland and ASEAN markets,
through developing brands, upgrading and restructuring their
operation and promoting sales in these markets.

JUSTIFICATION
EMDF

3. Currently, there are two schemes under the EMDF, namely the SME
Export Marketing Fund (EMF) and the SME Development Fund (SDF). As of
end March 2018, 75% of the approved commitment has been used. Apart from
sustaining the operation of the EMDF, we need to step up our support vide
enhancement measures as set out below in assisting enterprises to capture economic
opportunities arising from the growing markets.

IEMF .....

! ASEAN comprises Brunei Darussalam, Cambodia, Indonesia, Laos, Malaysia, Myanmar, the

Philippines, Singapore, Thailand and Viet Nam.
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EMF

4. The EMF provides financial assistance to encourage small and
medium enterprises (SMEs) expand their market outside Hong Kong through
participation in export promotion activities. Since its launch in 2001, it has been
well received by SMEs. The cumulative funding ceiling per SME was last
increased from $150,000 to $200,000 in 2013 to encourage SMEs to explore new
markets, together with a condition of use for the last $50,000 of the grants.

5. The trade has been requesting the Government from time to time to
strengthen its support for SMEs in export promotion, including raising the
cumulative funding ceiling per SME and the grant ceiling per application under the
EMF. There are also views that the condition of use for the last $50,000 of the
grants® has constrained SMEs from making the best use of the grants. We have
reviewed the operation of the EMF and see a case to increase the cumulative
funding ceiling of the EMF from $200,000 to $400,000, increase the grant ceiling
per application from $50,000 to $100,000, and remove the condition of use of the
last $50,000 of the grants, so as to step up our support for SMEs in exploring new
markets and new business opportunities. DGTI will, in line with the principles of
the EMF, review and adjust the funding ceiling and scope of the EMF from time to
time in accordance with the changing market and economic situation, so as to cater
for the needs of SMEs,

SDF

6. The SDF, launched in 2001, provides financial support to
non-profit-distributing organisations to implement projects which aim at enhancing
the competitiveness of SMEs. The Fund has been successful in supporting projects
which benefited a wide range of industries.

7. In reviewing the operation of the funding schemes, we note that the
SDF and the Organisation Support Programme under the BUD Fund (BUD(OSP))
have similar ambits (i.e. providing financial support to non-profit-distributing
organisations for implementing projects for enhancing the competitiveness of
industries in Hong Kong). The SDF aims to enhance the competitiveness of
Hong Kong SMEs with no geographical restrictions, while the BUD(OSP) aims to
support non-profit-distributing organisations in implementing projects that assist
Hong Kong enterprises in general or in specific sectors in developing the Mainland

The condition of use, first introduced in June 2013, required that the last $50,000 of the grants be only
used for participation in new export promotion activities not funded by the EMF grants received by the
applicant SME before. The condition of use was relaxed in September 2015 to allow the last $50,000 of
the grants to be used for participation in repeated export promotion activities so long as the activities
concerned have not been funded by the first $150,000 of the grants received by the applicant.
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market through branding, upgrading and restructuring business operations, and
promoting domestic sales. Both schemes are administered by the Trade and
Industry Department (TID) and are the same in terms of other operational details
including funding ceiling, project period, vetting and monitoring mechanism.

8. To provide more convenient and effective support to the industries,
we see merit in merging the SDF and the BUD(OSP) into one scheme and
removing the geographical restriction. This will also simplify application
procedures and enhance operational efficiency. The merged scheme, renamed as
the Trade and Industrial Organisation Support Fund (TSF), will be funded under the
EMDF and provide financial support to non-profit-distributing organisations for
implementing projects for enhancing the competitiveness of Hong Kong
enterprises in general or in specific sectors, including assisting them in developing
any markets.

0. In the light of the changes in the schemes it supports (from the EMF
and SDF to the EMF and TSF), the EMDF will be renamed as the EMTSF. With the
implementation of the above enhancement measures, we anticipate that the
proposed injection of $1 billion to the renamed EMTSF will be able to sustain its
operation up to 2023-24.

BUD Fund

10. The BUD Fund, introduced in 2012, comprises the Enterprise
Support Programme (BUD(ESP)) and the BUD(OSP) which provide funding
support to non-listed enterprises and non-profit-distributing organisations in Hong
Kong respectively to assist enterprises in enhancing competitiveness and furthering
business development in the Mainland. We have evaluated and consider the BUD
Fund effective in achieving its purposes. As of end March 2018, nearly 75% of the
approved commitment was used. Upon the merge of the BUD(OSP) with the SDF
to form the TSF under the above proposed EMTSF, the BUD Fund will focus on the
BUD(ESP).

11. The Development Plan of the Bay Area is conducive to the business
development of Hong Kong enterprises in the Mainland market. To help Hong
Kong enterprises grasp new business opportunities available under the Plan, we
consider it necessary to step up the financial support for Hong Kong enterprises,
particularly those which have already exhausted the maximum grant of $500,000
from the BUD(ESP). We propose to increase the cumulative funding ceiling per
enterprise and the funding ceiling per project from $500,000 to $1,000,000, and
relax the current restriction on the maximum number of approved projects from
three to ten per enterprise.

12. ...
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12. ASEAN was Hong Kong’s second largest trading partner in
merchandise trade in 2017 (amounting to $936.8 billion) and the fourth largest in
services trade in 2016 (amounting to $119.3 billion). Member states of ASEAN are
also important players under the B&R Initiative. The ASEAN-HK Free Trade
Agreement will broaden market access for the trade in goods and services, and offer
more business opportunities for Hong Kong enterprises and service providers in
ASEAN.

13. To help Hong Kong enterprises capture the new business
opportunities, we see a need to provide dedicated funding support. As the
BUD(ESP) has proven its effectiveness in assisting Hong Kong enterprises in
exploring the Mainland market, we propose to extend the geographical scope of the
BUD Fund to provide funding support for individual Hong Kong enterprises to
undertake projects for enhancing their competitiveness and furthering business
development in the ASEAN markets through developing brands, upgrading and
restructuring business operations and promoting sales. On par with the
arrangement for Mainland projects, enterprises could also obtain a maximum
funding of $1,000,000 on a matching basis for carrying out up to ten ASEAN
projects, with the funding ceiling per project being $1,000,000.

14, The Hong Kong Productivity Council (HKPC) will continue to act as
the implementation partner for the enhanced BUD(ESP) (including the existing
programme for Mainland and the proposed new programme for ASEAN). The
HKPC is a multi-disciplinary organisation dedicated to promoting productivity
excellence of Hong Kong’s industries and increasing their international
competitiveness through the provision of integrated support across the value chain.
Together with its experience in operating the BUD(ESP) for over five years, we
believe that the HKPC is most suitable to continue acting as our implementation
partner for the enhanced BUD(ESP).

15. With the implementation of the above enhanced BUD(ESP), we
anticipate that the proposed injection of $1.5 billion to the BUD Fund will be able
to sustain its operation up to 2023-24.

CONTROL AND REVIEW MECHANISM

16. Funding support under the EMF is provided by the Government on a
matching basis and reimbursed to the applicant enterprise after completion of the
relevant export promotion activity. Enterprises are required to provide relevant
information and documents in respect of their applications to TID for vetting.

17. .....
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17. Same as the arrangement for the SDF and BUD(OSP), applications
under the proposed TSF will be assessed by the secretariat set up in TID, and
approved by the standing Vetting Committee (the membership list is at
Enclosure 1). TID will continue to monitor and evaluate the progress and
effectiveness of the approved projects, and report to the Vetting Committee for
consideration.

18. The control and monitoring mechanism established for the current
BUD(ESP) will apply to the enhanced BUD(ESP). The Government has
established a Programme Management Committee (PMC) and an
Inter-departmental Committee (IDC) to consider the applications and monitor the
progress of approved projects under the BUD(ESP) (the respective membership
lists are at Enclosures 2 and 3), and engaged the HKPC to provide secretariat
support to the programme. For each BUD(ESP) application, the HKPC will
provide a preliminary assessment for consideration by the IDC. The IDC will then
make a recommendation to the PMC for consideration and approval. The HKPC
will monitor and evaluate the progress and effectiveness of the approved projects,
and submit progress reports and final reports of the approved projects to the PMC.
The HKPC will also submit annual accounts for the operation of the BUD(ESP) as
prepared by an independent auditor. We will consider appointing a non-official to
chair the PMC in due course so as to make more effective use of the chairman’s
professional knowledge and industry experience for leading the PMC in overseeing
the implementation of the enhanced BUD(ESP). Representatives of the Commerce
and Economic Development Bureau and TID will continue to be the ex-officio
members of the PMC.

19. To ensure transparency, all the rules and guidelines governing the
operation of the existing funding schemes are promulgated on the websites of TID
or the HKPC. This practice will continue with the implementation of the above
proposed changes and enhancements. TID will continue to closely monitor the
operation of the various funding schemes, and conduct reviews on their utilisation
and effectiveness from time to time, so as to ensure prudent use of public money.
Moreover, we have recently reviewed the application requirements and vetting
mechanism of the funding schemes with a view to providing more flexible and
effective support to Hong Kong enterprises, in particular start-ups. The relevant
measures to simplify the procedures are at Enclosure 4.

EXPECTED BENEFITS

20. The increase in the funding ceiling and the removal of the current
condition of the use of the last $50,000 grant under the EMF will immediately
benefit around 8 300 enterprises from different sectors (comprising 17.7% of the

[total .....
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total beneficiaries under the EMF) which have currently used up the cumulative
grant of $150,000 or above, enabling them to make use of the grant again with
greater flexibility to tap new markets and new business opportunities. SMEs will
also be given more flexibility in planning their export promotion activities.

21. The increase in the funding ceiling and the maximum number of
funded projects, and the extension of the geographical scope from the Mainland to
include the ASEAN markets will immediately benefit over 430 enterprises from
different sectors (comprising 39% of the total beneficiaries under the BUD(ESP))
which have currently used up the maximum grant of $500,000 and/or with
three projects funded under the BUD(ESP), enabling them to make use of the grant
again with greater flexibility to further develop the Mainland market, as well as
encouraging enterprises to develop the ASEAN markets and capture new business
opportunities.

FINANCIAL IMPLICATIONS
Proposed EMTSF

22. The approved commitment of the renamed EMTSF will increase by
$1 billion to $6.25 billion. We expect that the average funding amount per
application and the number of applications received under the EMF will increase
after the enhancement measures are implemented. Expenditure for funded projects
under the TSF (created after merging the SDF and BUD(OSP) and without
geographic restriction) will be met by the EMTSF.

23. While we estimate that the proposed injection of $1 billion will allow
the EMTSF to operate up to 2023-24 (see Enclosure 5), the actual annual cashflow
will depend on the number of applications received and approved, as well as the
amount of grant provided each year.

24. TID will absorb the additional manpower required and administrative
expenses arising from the implementation of the proposed enhancement measures.

BUD Fund

25. The approved commitment of the BUD Fund will increase by
$1.5 billion to $2.5 billion, mainly to fund the BUD(ESP). We expect that the
average funding amount per application and the number of applications received
will increase after the proposed enhancement measures under the BUD(ESP) are
implemented.

/26. .....
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26. As mentioned in paragraph 14 above, the HKPC will continue to act
as the implementation partner for the enhanced BUD(ESP). Similar to the current
funding arrangement®, part of the administrative and promotion costs, and other
necessary expenses for the enhanced programme will be funded by the BUD Fund
while the remaining will be contributed by the HKPC as implementation partner.
Drawing from the experience in implementing the current BUD(ESP), the
Government will provide from the approved commitment of the BUD Fund about
$18 million annually to the HKPC for meeting the staff cost of a dedicated team for
programme management, administrative support and project monitoring. Such
provisions to the HKPC will be adjusted based on the actual number of applications
received in the previous year. We will ensure that the relevant administrative
overheads will be reasonable and proportionate to the total approved project
funding in the same year. In addition, the Government will disburse about
$3.3 million per annum to the HKPC for various publicity and promotional
activities, and other implementation expenses. The HKPC will be responsible for
about $2.3 million per annum related expenses in terms of professional manpower
support to supervise, monitor and review the work of the secretariat, venue rentals
and other ancillary technical and support services. The annual estimates of
implementation fees for the enhanced BUD(ESP) is at Enclosure 6.

27. While we estimate that the proposed injection of $1.5 billion will
allow the BUD Fund to operate up to 2023-24 (see Enclosure 7), the actual annual
cashflow will depend on the number of applications received and approved, as well
as the amount of grant provided each year.

[IMPLEMENTATION .....

For the first term (covering the application period of June 2012 to June 2017), as set out in
FCR(2012-13)22, a total of $60 million would be disbursed to the HKPC from the approved BUD Fund
to cover the bulk of the expenses incurred for implementing the BUD(ESP). The amount includes
$56 million for staff and other operating costs of a dedicated team to be set up for programme
management, administrative support and project monitoring and a total of $4 million for various
publicity and promational activities and other necessary expenses such as audit fees. The HKPC would
be responsible for the rest of the relevant expenditures which amount to about $17 million in terms of
professional manpower support to supervise, monitor and review the work of the secretariat, venue
rentals and other ancillary and support services.

For the second term (covering the application period of June 2017 to June 2022), as set out in
FCRI(2017-18)7, we estimate that a total of about $48 million will be provided to the HKPC from the
uncommitted balance of the approved BUD Fund to cover the bulk of the expenses for implementing the
BUD(ESP) in the second term (comprising about $46 million for covering the staff and other operating
costs of a dedicated team for programme management, administrative support and project monitoring,
and $2 million for various publicity and promotional activities and other necessary expenses such as
audit fees). The HKPC will be responsible for the rest of the relevant expenditures which amount to
about $11 million in terms of professional manpower support to supervise, monitor and review the work
of the secretariat, venue rentals and other ancillary technical and support services.
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IMPLEMENTATION TIMETABLE

28. Subject to Members’ approval of the proposal as set out in
paragraph 2 above, we will implement the enhancement measures in the
fourth quarter of 2018.

PUBLIC CONSULTATION

29. We conducted a briefing on 5 March 2018 to brief members of the
Trade and Industry Advisory Board, Small and Medium Enterprises Committee,
representatives of local major trade and industrial organisations, SME associations,
professional bodies and trade associations, on the proposed enhancement measures.
The trade supported our proposals in general. We also consulted the Legislative
Council Panel on Commerce and Industry (C&I Panel) on the proposals on
20 March 2018, and Members were supportive. In response to Members’ request,
supplementary information on improvement measures to existing vetting
procedures of the funding schemes, collaboration with industry organisations to
promote the various funding schemes, as well as information on difficulties faced
by SMEs in opening bank accounts was provided to the C&I Panel on 3 May 2018.

BACKGROUND
EMDF
30. The commitment of the EMDF was last increased in 2015, from

$3.75 billion to $5.25 billion (please refer to paper no. FCR(2015-16)26), to meet
the expenditure for the EMF and SDF. These two funding schemes were launched
in 2001 and are operated by TID.

31. The EMF provides financial assistance to encourage SMEs to expand
their markets outside Hong Kong through participation in export promotion
activities, including local and overseas trade fairs and exhibitions, business
missions, advertisements on printed trade publications, promotion through
electronic platforms/media, and setting up/enhancing a corporate website.

32. The amount of grant for each application is 50% of the approved
expenditure of the export promotion activity concerned, capped at $50,000. The
cumulative grant ceiling per enterprise is $200,000, and the last $50,000 of the
grants cannot be used for participation in export promotion activities previously
funded by the first $150,000 of the grants received by the enterprise. As of
end March 2018, over 216 000 applications have been approved, involving a total
grant amount of over $3.3 billion, benefiting over 47 000 SMEs.

133. ...
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33. The SDF provides financial support to non-profit-distributing
organisations (such as trade and industrial organisations, professional bodies and
research institutes) to implement projects which aim at enhancing the
competitiveness of Hong Kong SMEs in general or in specific sectors. The
maximum amount of funding support for each approved project is 90% of the total
approved project expenditure, capped at $5 million. Each project should be
completed within three years. As of end March 2018, 290 applications have been
approved, involving a total grant amount of about $359 million, benefiting a wide
range of industries.

BUD Fund

34. The BUD Fund was launched in 2012, with a total commitment of
$1 billion (please refer to paper no. FCR(2012-13)22). In 2017, the Government
extended the application period of the BUD Fund for five years to June 2022
(please refer to paper no. FCRI(2017-18)7). The BUD Fund comprises the
BUD(ESP) and BUD(OSP), providing funding support to non-listed enterprises
and non-profit-distributing organisations (such as trade and industrial organisations,
professional bodies or research institutes) respectively. The HKPC serves as our
implementation partner in taking forward the BUD(ESP) while the BUD(OSP) is
administered by the TID. As of end March 2018, the total funding amount
approved was about $679 million.

35. The BUD(ESP) provides funding support to individual Hong Kong
enterprises to undertake projects to develop brands, upgrade and restructure
business operations and promote domestic sales in the Mainland for enhancing their
competitiveness and furthering business development in the Mainland. Successful
applicant enterprises could obtain a maximum of $500,000 funding support on a
matching basis for a maximum of three projects, each to be completed within
two years.

36. The BUD(OSP) provides financial support to non-profit-distributing
organisations (such as trade and industrial organisations, professional bodies or
research institutes) to implement projects that aim at assisting Hong Kong
enterprises in general or in specific sectors in developing their brands, upgrading
and restructuring their business operations, and promoting domestics sales in the
Mainland so as to enhance their overall competitiveness in the Mainland market.
The maximum amount of funding support for each approved project is 90% of the
total approved project expenditure, capped at $5 million. Each project should be
completed within three years.

137. ...
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37. The 2018-19 Budget proposes to inject $1 billion and $1.5 billion
into the EMDF and the BUD Fund respectively, and to introduce a series of
measures to enhance the funding schemes so as to help SMEs, including start-ups,
capture economic opportunities and boost their competitiveness.

Commerce and Economic Development Bureau
Trade and Industry Department
May 2018
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=+ J# Chairman
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Director-General of Trade and Industry

Z 5 Members
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Prof Raymond Choy Hon-sing Industry and Business
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Inter-Departmental Committee of the
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Principal Assistant Secretary for Commerce and Economic Development
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Assistant Head of Create Hong Kong
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Principal Environmental Protection Officer (Cross-Boundary & International)
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Assistant Commissioner for Innovation and Technology (Funding Schemes)
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Simplified procedures under various funding schemes

Enterprise Support Programme under the Dedicated Fund on Branding,
Upgrading and Domestic Sales (BUD (ESP))

Waive the requirement on enterprises’ number of year of substantive business
operations in Hong Kong to provide greater facilitation for start-ups.

Consolidate the various application tracks and application forms under the existing
programme to simplify the application procedures, so that enterprises only need to
complete a unified application form.

Simplify the requirements on procurement procedures by reducing the number of
quotations required to reduce the administrative costs of enterprises.

Provide full funding support for the audit fee of approved projects under the
enterprises’ funding ceiling, capped at $10,000 per audit, to reduce the costs of
enterprises in using the BUD Fund.

Provide greater flexibility and autonomy for enterprises in the reallocation of grant
amongst approved budget items.

SME Export Marketing Fund (EMF)

Relax the double funding rule to allow small and medium enterprises (SMES) to
apply funding for individual expenditure items of an export promotion activity as
long as an item is not receiving direct funding support from other funding
schemes.

Relax the condition on transportation expenses to allow transportation expenses
(for travelling between Hong Kong and the city where the activity is taking place)
incurred 5 days before the start and 5 days after the end of an export promotion
activity to be eligible for EMF grant, so as to enable SMEs to discuss businesses
and network with business partners when participating in exhibitions outside Hong
Kong.
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® Trade and Industrial Organisation Support Fund (TSF)
- Allow organisations to use the fund to engage existing staff for implementing
projects, so as to provide organisations with greater flexibility in project

implementation.

- Simplify the requirements on procurement procedures by reducing the number of
quotations required to reduce the administrative costs of organisations.

- Provide greater flexibility and autonomy for organisations in the reallocation of
grant amongst approved budget items.

- Allow organisations to source in-kind sponsorships by phases to facilitate project
implementation.

- Remove the restriction of funding a maximum of two projects of the same nature
to provide greater flexibility for organisations in formulating promising projects.
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"THRNEETBEENBEZEES ) NEXERBR

(8 =Z 2018 £ 3 B IK)

Funding position of the SME Export Marketing and Development Funds

(as at end of March 2018)

1% HE 7K 92 #A

Approved commitment

52 {& 5,000 & ¢
$5.25 billion

cftH=EE>

Amount of project grant
approved *

39 f& 2,825 & T
(P #ERIERLE, + 35928 FIL
T B HEEE R 4, ¢ 33 % 829 H or)

$3,928.25 million
(SDF: $359.28 million
EMF: $3,308.29 million)

bR #H 13 {8 2,175 &t
Remaining fund balance $1,321.75 million
& B 10 (B 7T
Injection amount $1 billion

e iR #H 23 {8 2,175 & T
Total remaining fund balance $2,321.75 million
HEF E AL 1R 4 (& 8,000 & T

it H & B
Estimated annual project grant

to be approved after
enhancement

("I EEs, 5700 T
SRS, - 4 (8 2,300 HoT)

$480 million
(TSF: $57 million
EMF: $423 million)

THEF HE H #
Estimated date of fund
exhaustion

2023 & 5 H
May 2023
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O HERE TR EETSHENERIEES N TEHBENE
- bR TEREIEES N "THEEEES N BR T hGE
ERAlEs CEWENEGE 2 (8 6,067 Hov)tm A — &
BoWHEFHEDEISH "h/IEXETHSHEMNZERIEE S
HIR e R IE BSOS - T N Al &, © /i 2006 £ 7 H 1 H
I 2 A e

* In calculating the approved project grant under the EMDF, apart from the SDF and
EMF, the approved project grant of $260.67 million under the then SME Training Fund,
which was met by the approved commitment of the EMDF, is also included. The
SME Training Fund has ceased to receive applications since 1 July 2005.
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FrRRESE ARBERGEAET SN ERESE TN EESRE

st &l (BUD &

EXEFE) BERNHTEREEREGE 1)

Annual Estimates of Implementation Fees for the
Dedicated Fund on Branding, Upgrading and Domestic Sales (BUD Fund)
Enterprise Support Programme (BUD(ESP)) after Enhancement (Note 1)

U=g=| BEEE BFELEENRER e ET
Item (F 1) AENREX (FIt)
Funding by (F7T) Total
Government | Contribution by | ($°000)
($°000) the HKPC
($°000)
() MERABRX
Secretariat staff expenditure
o FHEIEHE (G 2) - 400 400
Programme management (Note 2)
o FHEMTHEZE FFEH 18,000 1,000 19,000
B E H B % (G 3)
Programme administration,
application handling and project
monitoring (Note 3)
/JVET Sub-total 18,000 1,400 19,400
() Htth %
Other expenditures
e HE EH BHBMAE 1,000 910 1,910
& M (GE 4)
Promotion, publicity, dissemination
and audit fees (Note 4)
o UG E TEMAEE MM 2,250 0 2,250
e R E G HEHBE S
) 22 8 & M (5E 5)
Expenses for engaging
organisation(s) with local
knowledge under the ASEAN
programme; travelling expenses for
project monitoring (Note 5)
/J\Et Sub-total 3,250 910 4,160
#& =t Total 21,250 2,310 23,560
(7r 6)
(Note 6)
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E

BN EEYEESEBEENRER(TITHB"AEAE NRER ) )IEBW
EmAE "BUD e ELEEE L (TR "TEHE L )ERN T(FE KX -
BHEARMEEGESI AT WHEEFSFEIgR "HEHEHZE S
A FEEE FIHERKR-EHEENT/ELMEBOANFZH - 5
MERETAECHRELAEZTE TFGETEZETENL > it 8 BB EFE
& K & 5 E AT 2 8 R B .

o - M HEEEDREFBREFEEBLLROVSGERE  NEULRE
b S E B R A AU B o DIHE R HETT RT BB H A & AR i 1Y IR
- ERZEH T > BUFEBETEENDRERNWHITEN > THELE
ERERENHFEHHAR REKR  IEFEERENHFEHES
HEER R R THE B EB 10% - B A E 7 (2 B nl BoEy B Hl - =
KRUPEFHBEHETERCGERTCW AR SFRHE) FEHELERNG
B - HIMAEBEGRI  UIEREFEENDREROTHE R E
A F LT H & AN 15% o

iE 2

R IR E B R OIR AR R A BE
HHAEENDREREREE WEFHE » L
i AH Bl A 2 7 DA e & F0E E B EE -

BEFEIAYHETT - 5 5 | BY B <L
it N F % HE g o LE & KA

it 3

S ENDEERDHEZHEHBEMM BHEBERHAEB KHEE EEH kBB
i fESMEMEERNABNEET » & TEHRZE - HEE
FEHEEHEZEW I HP X2 ANFOEIEHRHEEZE DREER K
E - MAEFTE L ANFL2EFHPFILEFE X EMAERRNZ P D EE

GIBT ALK

i 4
HEAEHNVEXEERERNST S  AEESAKRFEERRE KRS
GH - Bl EMAOEXEE BT EE M - B 2 g MR E MK
BIEFIUDEEBRERD TEFERH  FHEHAWEEEDRER R
AEEEMERRBUEEKEFRANEN BT RESHERS
H-LfEWTRERAFGFRGFHEEZEGRCKETIRE -

Ea e E X HEE T RERKE - LFENRERGEFEET
ORI B ER R TR B - DL B R B TS B Y I BUTE
B EERZEGRANE BN ELEREN G WEED
18 3 f3 =2 1 7OH -
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i 5
AENDRERHEERAEEHM NSV EERET REEFENESEESH
MEHFFREEEHEHEMRZAILALERE SAENRERTGIRKE
FHRBEBERER LA EMEESEN TIEEE - DIEE A E R R
R E H B AT

iF 6

B Fg MK 1,800 Hot TAE NRER  DUE S FH 'K MG RE MG
BIEH THXEAMEHEZE TEMRE RO ANEFZ » LKA 330 &t
E 28 It B R HfE R 75 B M1 CH fth HE 1T BA SZ - bt B A 2 DS B SR I R
B (HEE MRy 2017 2 2022 F) FEUF#E BT EE I RERRAETE H
(B 54 4,600 BTy & LB = DL R Ay 200 & T By & & K #E B 75 ) & A
Fe o HE 1T B S2) - LA R TE I A #(E AL R AYSEA(E B DE R ih E R -

Remarks:

Note 1:

The Government will continue to closely monitor the workload and expenditures of the Hong
Kong Productivity Council (HKPC) as the Programme Secretariat (PS) of the enhanced BUD
(ESP). To ensure its reasonable allocation of manpower, the PS submits every year its
Annual Implementation Plan (AIP) to the Programme Management Committee (PMC), setting
out its work in the following year and the relevant manpower arrangement.  Besides, to allow
timely monitoring of the overall operation progress and resource utilisation of the programme,
the PS is also required to submit quarterly operational reports to the PMC for endorsement
regularly.

Furthermore, we will include a cost management and control mechanism in the service
agreement to be drawn up with the HKPC for implementing the enhanced BUD (ESP) to
ensure that the fees for programme implementation are cost effective. Under the mechanism,
the implementation fees to be provided for the HKPC can be adjusted based on the actual
number of applications received in the previous year. In summary, if the actual number of
applications received in a year exceeds or falls short of the originally estimated number by
10%, either the Government or the HKPC may trigger the mechanism and initiate
corresponding adjustment to the implementation fees to be provided by the Government to the
HKPC (this mechanism has already been included in the existing service agreement).
Suitable provisions would be included in the service agreement for the enhanced programme
to ensure the administrative fees do not exceed 15% of the total approved project funding in
the same year.
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Note 2:

The HKPC will assign officer(s) at general manager grade to oversee the programme
implementation.  The costs would be contributed by the HKPC. The manpower
arrangements would be reviewed and suitably adjusted as necessary having regard to the
workload and other relevant factors.

Note 3:

The HKPC will engage a team comprising officers at consultant/assistant consultant and
project officer grades to assist in the programme administration, application handling and
project monitoring under the lead at senior consultant or equivalent grade. Part of the
manpower costs will be contributed by the HKPC.

The manpower arrangements would be reviewed and suitably adjusted as necessary having
regard to the workload and other relevant factors.

Note 4:

Promotion and publicity expenditures include those for organising seminars, placing
advertisements and production of promotional videos, etc. Expenditures for dissemination
include those for maintenance of a website on the BUD (ESP), organisation of symposia, and
production and distribution of guidebooks for sharing of experience and success stories, etc.
Audit fees cover the audit work for the HKPC to produce annual audited accounts to the PMC
in relation to its provision of secretariat services for the BUD (ESP). To safeguard the proper
use of public money, the HKPC will be required to submit audited accounts to the PMC
annually.

Part of the above expenditures will be contributed by the HKPC. The HKPC will include the
activities planned to be organised in the coming year and provide estimates for these activities
in the AIP for prior approval by the PMC. The Government will disburse to the HKPC the
actual expenses incurred by the latter on a reimbursement basis.

Note 5:

For the implementation of the ASEAN programme, the HKPC will engage organisation(s)
with local knowledge to serve as its collaboration partner(s) for providing advisory and
support services in application vetting and project monitoring. The HKPC will also send
staff to ASEAN countries to monitor the work progress of the above mentioned local
partner(s), and to the Mainland for conducting on-site checks of on-going projects.
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Note 6:

The Government will provide about $18 million annually to the HKPC for covering the staff
cost of a dedicated team for programme management, administrative support and project
monitoring. The Government will also disburse about $3.3 million for various publicity and
promotional activities, and other implementation expenses. The above costs are estimated on
the basis of the total implementation fees (including about $46 million to cover staff costs and
about $2 million for publicity and promotional activities, and other implementation expenses)
to be provided by the Government to the HKPC for implementing the BUD (ESP) in the
second term (covering the application period of 2017 to 2022) and also the expected operation
situation after the enhancement.
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FrHRGME ARBERAREAHETENEREESBUDEEEE),

AY 8 X fE B 18
(8 Z 2018 F 3 BIK)

Funding Position of the

Dedicated Fund on Branding, Upgrading and Domestic Sales (BUD Fund)

(as at end March 2018)

% 2K ¥ 10 f& 7T
Approved commitment $1 billion
2t & B 6 (& 7,870 & 7T

Amount of project grant
approved

("BUD{#ZfEETE], : 4{E 3,976 & ¢
"BUD MRS B EHEl L, ¢ 2 (& 3,893 Eor)

$678.7 million

(BUD(ESP): $439.76 million
BUD(OSP): $238.93 million)

BT iR 3 & & R E
7R E & # HE 1T B S
Implementation fees provided
to the HKPC

6,555 & JC
$65.55 million

B #H

2 {& 5,576 & T

Remaining fund balance $255.76 million
+ & 15 {87t
Injection amount $1.5 billion

e B A

Total remaining fund balance

17 {& 5,576 B JC
$1,755.76 million

HEt & L& & F
) & B B8

Estimated annual project grant
to be approved after
enhancement

2 & 9,600 & T
$296 million

BlhrsFERETE
R E TR E /A
(3

Annual implementation fees
to be provided to the HKPC
after enhancement

2,125 E ¢
$21.25 million

THEF FH &2 H H
Estimated date of fund
exhaustion

2023 &+ 12 H
December 2023




