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21st April 1999
Strictlv Private & Coufidential

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

12th Floor, West Wing,
Central Governmext Offices,
Lower Albert Road,

Central,

Hong Kong.

Dear Sirs,

Re: Propesed Cvberzort Develooment 2t Fok Fu Lam

We act for a substantial group of publicly lisred companies who wish to record their
concerns relating to cariain aspects of the proposed Cvberport developmant in Pok
Fu Lam, which are listed hereunder :-

1. Whilst the Cyberport project has ganera'ly recsived support, there are several
key questions which have been raised by members of the public which
currenrly remain unanswersd.

1.1 What does the word “Cyber” acrually mean?

The specifications of the IT infrastrucnurs which have been disclosed
by the Information Technology Bureau are now the commen standard
for pew commercial buildings. Iz addivon many older buildings have
already been up-graded to equivalent standards. The consequencs of
this is that a supply of buildiaes suitable for the IT industry already
eXists -at very competitive rents,
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Notwithstanding the forsgoing comments, cur clients have po
objection in principle to Government subsidizing industries as this
already is an established pracrice in the Industrial Estates at Tai Po,
Yuen Long and Tseung Kwan O.

1.2 Whya “pont™?

There is no nead to locate an IT facility adjacent to the sea. The IT
industty is not location seasitive. A low rise, well landscaped
environment similar w0 Silicon Valley, can readily be creared on an
inland site.

1.3 Why locate the Cyberport cn Hong Kong Island?

Land on the island is a particularly valuable commedity due to i
scarcity. This was evidenced in the most recsat land auction whers
the Hong Kong Island site fecched a substaatially higher price thag the
other lots on offer.

The proximity to HK University has besn mentioned but this sesms
ratier tequous in view of the fact that irs strengths lie in arts and
social sciences. The site would also appear to offer no oppormaity
for expansion of the clustering of IT companies should the vegrurs be
successtul. It would appear more sensible for a facility such as this o
be locared in an area such as Tung Churg pew town (proximiry to
airpont with existing MTR link) or Tseung Kwan O (proximiry to
University of Sciencz & Technoiogy and MTR under construction).

The convenjencs of commueing to Cenwal District has also hesn
mentioned in support of the location, This is in conflict with the
analogy of Silicon Vailey which has no such preximity to a major
financial centre.

The public bave a right to receive answers to these questions through
2 fully transparent disclosure of all the terms of tha Cyberport project
with appropriate justifications. The statement made by the Secretary
for Informarion Technology in the Legislative Council oa 31st March
1999 fails to address any of these questions.

Notwithstanding the anticipated benefirs of tqe Cyberport, our clients baljeva
the arrangements as currendly proposed represent 2 major change of pelicy by
the Adminiswration which, in itsalf, rzises rwo substardal issues ;

2.1 As a maner of priciple, a policy shift of this magnitude 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 Hoag Kong economy are
aware of the change and have an equal opporrunity to pur forward
proposals within the new policy guidelines.

2.2 If the Cyberport project proceeds as curreatly planred, it wijl set a
precedent for many other private sector initiatives which, in the pas:,
would always have besa subject to a competitive bidding process but
which may now be dealt with by way of private trearv. How doag
Government intend to judgs different proposals and decide which may
be accepable and which may not? WAl this be limited to the hi-teza
field or include such other areas as the Government may, irom time o
time, wish to enmcourage e.g. fund managemenr, new graas of
mapufacruring, biotecknology, ete.? ' :

The proposed allocation of approximately 4.2 million sf of rasidenris]
accommodation intended for sale tc the public without agy compeudve
bidding process represeats a fundamental departure from the principies which
Government has swictly applied for the disposal of such land for at least the
last 25 years, and probably much longer. Furthermore, it is intended 0 make
the allocation to 2 privare company withour aay history of real estawe
development. The consequence of such a fundamental changs in land policy
goes far beyond the immediate issue of Cyberport.

Recognising the Govermment’s wish to see the creation of an inrernarional
mult-media and information services centre to enhancs Hong Kong's
positicn as an informarion and technology hub, our cliemis have no desize to
impede the realisaion of the Cyberport but they wisk 1o put foraard an
alterzative proposal by which government can ackieve its objectuives in
relation to the Cyberport in a more wansparent manner whilst still working
within established land dispesal policy -

4.1 [n the public interest and the interests of tramsparency, 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 curren: raserve list of sits
available for dispesal %v aucton or tender and thereby achieving a
leve] playing field. To enable this process to succeed 2ad en the
assumption that the residendal potencial amounts to 4.2 milliog s of
residential gross floor area, and subject to sight of the detailed
coaditions of sale, we represent a group of substantial Hong Keng
companies which are prepared to underwrits a minimurm reserve price
of HK$8,000,000,000.00 and are prepared to sign ag yrndertaking to
this effect as well as lodge an appropriate deposit should the idea he
acceptable.
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4.2 Oun suceessful sale of the property for at lexst tais minimuw reserve
price, Government can allocate a portion of the procesds to fund the
development of the propesed Cyberport by the selected implementing
company on a cost-plus-profit basis and, in addition, pay for any
related Government infrastrucrure.

>
L2

The terms and conditions relating to the Cyberper, arrangements as
to ownership and operation and other derajls cag then procesd on the
same basis as presently envisaged. The scope and specificaticns for
this facilicy would be mamers lefy entirely to Govermmest and irs
preferred technelogy compaay, subject 10 Legeo approval, ete. a5
presenily ancicipated, but with the added incentive of the guaragiead
profit to the implementing company., ' '

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

In summary, our clients® aim is to ensure thar Governmeat recsives, and is se=n 10
recejve, the full open market value for the grant of the residantial development righrs
whilst at the same time enabling the propesed Cyberport 10 procesd without delay.
Thais approach will also emsurs the imtegricy of the eswablished land process is
maintained and the public interest is full satisfed aed Geovernmenr achieves
ransparency in its estzblished procedures. ™

We are available to mest with you at a3y tome o discuss our clients’ views and awai
your positve response.

Yours faithfully,
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