Annex F
Supplementary Information for Potential

Non-viability of Performing Arts and Cultural
Facilities
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i1

Market reality of arts and performing industry - Not Profitable

1. Existing PACF in Hong Kong are predominately Government owned and heavily
subsidized

2. Not profitable (LCSD Facilities: cost recovery rate less than 50%) and high
competition between public and private sectors

3.1 Consideration for Nil Premium
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3.7 Gov't: Heavily Subsidized on LCSD Venues

Arts and Performing Spaces in HK are predominately Government owned or operated by statutory bodies.

Leisure and Cultural Services Department (“LCSD"”) manages a total of 16 performance venues Note T,

According to the Audit Report Note 2 Government set a target cost recovery rate of 55% for performing arts venues.
The average cost recovery rate was only 48.6% from 2004 - 2009 (see below table).

These indicate that operating cost of performance venue is much higher than income generated, and these

facilities are heavily subsidized.

Cost recovery rates of LCSD Performing Arts Venue
(2004-05 to 2008-09)

Note:

S-year
2004-05 | 2005-06 | 2000-07 | 2007-08 | 2008-09 | average

(a) Total cost 634 623 618 617 617 622

($ million)
(b) Total income 299 298 310 340 261 302

($ million) (Note)
(¢) Cost recovery rate | 47.2% 47.8% 50.2% 55.1% 42.3% 48.6% g

(b)/(a) X 100%

Average cost

recovery rate

1. Asin Dec 2023, LSCD manages 14 existing performing arts venues (Hong Kong City Hall, Sheung Wan Civic Centre, Sai Wan Ho Civic Centre, Hong Kong Cultural Centre, Yau Ma Tei Theatre, Ko Shan Theatre, Ngau Chi
Wan Civic Centre, Sha Tin Town Hall, North District Town Hall, Tsuen Wan Town Hall, Tuen Mun Town Hall, Tai Po Civic Centre, Kwai Tsing Theatre and Yuen Long Theatre), and two indoor stadia (Hong Kong Coliseum

and Queen Elizabeth Stadium).

2. Source: Audit Commission (2010) - Chapter 7 of the Director of Audit's report No. 55, October 2010 https://www.aud.gov.hk/pdf e/e55ch07.pdf



https://www.aud.gov.hk/pdf_e/e55ch07.pdf
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3.1 NGO (1): JCCAC Situation

 Arts and Performing Spaces operated by non-profit organization / statutory bodies:
- Jockey Club Creative Arts Centre (JCCAC): operated as a self-financed, non-profit making organisation since 2008.
- Main source of income are rents (mainly studio rental) (46.6%), subsidy (26.5%) and donation (12.1%).

- Financial position: (1) continuously subsidized; (2) accumulated surplus is only HKD80,930 in June 2023 (for 15 years)

8 Financial Position
As at 30 June 2023, JCCAC had an operating surplus of $49,383 and an accumulated
surplus of $80,930.

% £ 1= J C C A C I 4 Amount % of
JCCAC ER E ﬂ} == EP *H = e Arts Centre ncome items (to nearest $000) total income
Rents* $7,724.6 46.6%
P . Anti-epidemic Fund (AEF) $4.398.5 26.5%
2015%2018&@%{%&1?@5}% 2018/19EE”QA2% rental subsidy for JCCAC tenants* T o0
e — e — 2, e — i Income from communal facilities $1,545.7 9.3%
\ - 0 ) 2
2251.96871 - X ii2223.72870 - MEF28 248 7T - 1HE HKJCCT donation (JCBBTSS) $2,010.1 12.1%
J: ’ EF' fl\J\ W E’ﬂ%fﬂﬁ E% ’ ﬁﬁ'ﬁ? IE '_I%_‘ 1{% *ﬂ ' ﬁl:l H&%Iﬂzg * (Siog'cmmcnt subsidy - Job Creation $454.0 2.7%
cheme
KHEAE B EEREDOLE - %BEE%’P%THTEE%W(E’\J Sponsorship and subsidies for $110.1 0.7%
- “ (]
oo e < A % L programmes (SSPDC)
'fﬂ -I- U E Et’s im i_’E E}] 'ﬂE s . % E Eljjﬁ % j\cn E'I- Other programme income $58.4 0.4%
r 1E| L/{ EEEEE ?““ 'h _J_n%t_&#% E)’J EE |'ﬁ /RXE }F Other sponsorship and income $289.9 1.7%
j( éﬁf % ﬁ J_LF El/j (not from programmes)
X o AE AE B Total $16,591.3 100.0%
Source: httos//www.inmediahk.net/node/1071711 Note: * F Rents were frozen at 2019 levels and levied with a 75% discount by JCCAC. The
oss in rental income was covered by a 75% rental subsidy by the Government s
{EF scheme.

Source: 20231020_160422_1vPiltmUXi_f.pdf (jccac.org.hk)



https://www.inmediahk.net/node/1071711
https://www.jccac.org.hk/uploads/jccac/202310/20231020_160422_1vPiItmUXi_f.pdf

3.7 NGO (2): Tal Kwun

Arts and Performing Spaces operated by
non-profit organization / statutory
bodies:

- Tai Kwun: Non-profit making basis with
operation mainly funded by HKJC.

« Despite established for 5 years, Tai
Kwun still runs with expected deficit
which was funded by HKJC in an
amount of $55.34M in 2022/2023 and
$63.1M in 2021/2022.

- Please refer to Annual Report of
HKJC for details of funding to Tai
Kwun
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Extract of HKJC Annual Report (2022/23)
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EEREREECRESENHE Hong Kong Jockey Club Charities Trust Initiatives
Bhi—MHEEERESTEINEECERG To organise a Trust-initiated Citywide Programme to Promote Healthy 239,980
BEEERIENEEHES - BRRE Living through Active Lifestyle for five years.
FEREESEATLHE Central Police Station Compound Revitalisation Project
1EBI2023/24 F ERELRER To fund Tai Kwun's public programmes in 2023/24 156,050
EEEWTHEERLA Hong Kong Arts Festival Society Limited
202422026 FHIRIBEN MR R | H BT To fund the implementation of the inclusive arts project “No Limits” 78,330
L ] from 2024 to 2026
TEHEEERERESEMRLA The Football Association of Hong Kong, China Limited
EWIFEYMEEAEBE TMFEMNTRE To organise the remaining two years of the Five-Year Football 62,020
(2023/24 F E Z2024/25F ) Development Programme (2023/24 to 2024/25)
EEMFEFLERLA Hong Kong Chronicles Institute Limited
(FRBBTRELEEEITH) (HKSAR Community Projects List)
HE(EAT AR EREE P TRNERR To publish four Chinese volumes under the Economy Division and 61,820
TRE=F% English translation of three volumes for the Hong Kong Chronicles

Project
FEREESEATLHE Central Police Station Compound Revitalisation Project
EBI2023/24 5 E AEEFRT EERSE To fund Tai Kwun's operating deficits in 2023/24 55,340
EEREERERAA Hong Kong Chu Hai College Limited
(FRBHITHELSEEHEH) (HKSAR Community Projects List)
BUBRBVYSERERE2023/24FENHEE To set up the Museum of Hong Kong Literature and support its 45,600
g | educational programmes in 2023/24
EERWBRTH The Hong Kong Equestrian Performance Programme
HEFEENERNHS (ErERRIEERER To support the Hong Kong Eguestrian Performance Programme (Youth 41,830
) - BIFME Development and Para Dressage) for four years
ERENTHEERLA Hong Kong Arts Festival Society Limited
ER 20245 EMB EAMEEBEERTH To fund The Hong Kong Jockey GClub Student Matinee Programme, 34,770

Bl -THESEXnEFREERD] - [FHEH
FeXE| - [REFABRERS | E2026%5
BN EERESERRYIIEGE

Jockey Club Local Creative Talents Series, HKartsFestival@Tai Kwun,
Jockey Club InnoArts Series for 2024 and The Hong Kong Jockey Club
Series for 2026 Hong Kong Arts Festival

Source: https.//corporate.hkjc.com/corporate/common/annualreport/pdf/HKIC AR2023 Full.pdf & https.//corporate.hkjc.com/corporate/common/annualreport/pdf/HKIC AR2022_Full.pdf



https://corporate.hkjc.com/corporate/common/annualreport/pdf/HKJC_AR2023_Full.pdf
https://urldefense.com/v3/__https:/corporate.hkjc.com/corporate/common/annualreport/pdf/HKJC_AR2022_Full.pdf__;!!NFWRZ6kECLqu!u2ltK6lKPH6hqsDmOw25DxkPC_8x0IeJ2oUonxTBdwXGi8cFC98S8krRQmq-855pNZcmmgWhmLPjbhO-IGh2Jh8r2w$
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3.1 NGO (3): Arts Centres

« Other examples of Arts and Performing Venues
- require funding / subsidy & not profitable

/ \ / Hong \

Kong
Arts
Centre

\_ / \- /

- Arts Centre under Home Affairs Department - A non-profit arts institution and art museum

- Managed by the Hong Kong Arts Development Council (HKADC) - Operated by the centre itself

- Additional government recurrent expenditure arising from - According to the annual reports in the past five years (2018-
the Arts Centre is about $6.5 million per annum as in 2015/16. 2023), only 1 year (2020/2021) had operational surplus.

Source: LegCo (2016) https://www.legco.gov.hk/yr15-16/english/panels/ha/papers/ha20160118cb2-637-5-e.pdf & Hong Kong Arts Centre (2023) https://hkac.org.hk/about_report/



https://www.legco.gov.hk/yr15-16/english/panels/ha/papers/ha20160118cb2-637-5-e.pdf
https://hkac.org.hk/about_report/
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3.7 Statutory Body: West Kowloon Cultural D|Str|ct

HKE] - 10 Oct 2023

2023108100 RBHFIE BE

ANEER L EEEFSERT7.18(

A EREEEAF2022220230F
B ER 7RI FRIFIEMREN
A EEPASIMET  HEERE

Cost recovery rate is
only 34%

HRSETE o bR RV NETEER RF R - SHEAE LENEE EEERRIERR
32 | TERCARULEIETE - HERIEEME EIR34% gl E S M+ FEE 52
{EEMEAABEEES » r246%F044% » B R -F /35 S FEHEE

YRR EERFTE18ET - S

=L 4Ty 4 6 ";’.,, T =g — - - )
EERERTRR AR SRR o ek mis [ EE R AR SRR T B R BRI} FAEE
AT FER202TH E R R B TERT BB L PR R LR eE s S LB e - |E A
HYFEHI A2 0 0% S (LB WEIR AL B E ¢ (RSB A IRIE H RE BTN S » A Ees

Bl B F sl - DEE—EFEA I » BN LR ERE EERTE 75
PR - B ETE LA B E BRI FIRENRIE e s B R - HHEE
AR R AR T R MR 22025547
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3.1 Unsustainable Operation of Exhibition Spaces

Ming Pao - 4 Aug 2023
SRERAER KEH=E EFIER . XBEFEAXE
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Inmediahk.net- 4 Oct 2018
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3.7 Unsustainable Operation of Performing Spaces

HKO1 - 9 Sep 2022
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Haw Par Music to cease operation from December 1

The Government today (September 9) announced that Haw Par Music will cease
operation from December 1, 2022. The historic building of Haw Par Mansion, which
is its base of operation, will be returned to the Government on the same day.
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3.7 Unsustainable Operation of Performing Spaces

Artasiapacific - 19 Sep 2022 The Culturist - 26 Aug 2022

Hong Kong’s Fringe Club Fails to Pay
Former Employees

As Hong Kong’s cultural space Fringe Club continues to struggle with the renewal of its lease at
the historical building of the Old Dairy Farm Depot, the Club’s founder Benny Chia Chun-heng
and former administrator Catherine Lau Kam-ling filen August 30 against the
board of the Club, Hong Kong Festival Fringe Limited| to demand the repayment of their salaries. |
The duo, who have retired since the end of August, issued another letter on September 13 and
warned of legal action to shut down the club if the board fails to pay by October 5.
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The board’s overdue payment to the pair totals HKD 12 million (USD 1.5 million), including HKD

8 million (USD 1 million) to Chia and HKD 4 million (USD 510,000) to Lau. Chia and Lau had Ming Pao - 29 Dec 2023

served in their positions without being paid since 2007 and 2014 respectively, until they agreed =h iﬁ‘g‘ = IE i_u: "; xEx 3 ﬂE E = {ﬁ A E?
to work voluntarily for the Club in April 2020, due to the financial deficit worsened by the -

pandemic. Citing this latest agreement, the Club’s board of directors has rejected their demand.

The acting chairman Anson Chan Yiu-cheung added that there’s only approximately HKD |
900,000 in the Club’s bank account, which is insufficient for the repayment, jnd that the Club

has suffered from clearing its debt for over a decade since the 2008 financial crisis.

The dispute is a further blow to the club’s survival as it is facing difficulties in renewing its lease
at the Old Dairy Farm Depot on Lower Albert Road in Central. While the lease was usually
extended on a five-year basis in the past, the latest renewal granted by the government only lasts
one year and will expire in March next year. The Club’s potentially last art exhibition “Be 40,”

celebrating the space’s four-decade history, ended on June 30 and featured 66 artists such as i ‘ ' i

Eﬂ?%?»i%%%ﬁéﬁﬁ’ﬂﬂﬁ%ﬁm%a%\] : (é:fMEH )
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3.7 New Supply and Strong Competition

Skypost - 19 Oct 2022 Now TV News - 29 Aug 2022
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Singtao Daily - 12 Aug 2022
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3.1 Arts and Performing Spaces: coers | 7
Not Marketable & Not Commercially Feasible

« Taking Soundwill Plaza Il in Causeway Bay as an example, the arts and performing space was converted
into co-working spaces (tenant: COLLECTIVEWORKSPACE HK LIMITED) in 2016

» Showing that arts and performing spaces are not marketable

Extract of Press Release for Use of 17/F Soundwill Plaza Il
as Arts and Performing Space

MIDTOW

Soundwill Pleza Il

£:5A0% 5.0 —HA-Midtown

3 Midtown POP I M EFEXE 2 el BEBH 4
1135 2 AR ER AT AT

(&% > 20144 5 H 22 H] £H5EE BRAM OB/ NEfTR R R EREE -
WA RIEE S 0a0 R T At & BPERI R o Bl E - SEEE S0 -
Midtown 17 & f@fat—(EmEEE 7 TR ARG R 2 HRFRE SIS -
i & 44 B Midtown POP » I 2014 4 5 H IFUE2H -

Source: https.//www.soundwill.com.hk/files/images/1002_20141020180820pek634PE.pdf & Land Registry
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Extract of Land Search Record of 17/F of Soundwill Plaza Il

THE LOT: 4311/120361

)DRESS: 17TH FLOOR

SOUNDWILL PLAZA II - MIDTOWN
THE LAND REGISTRY
NO. 1 TANG LUNG STREET i
HONG KONG + it & iC it LAND REGISTER FIBYEESE ORINT CONTROL: ESS231218015673
Y B AT
INCUMBRANCES
TERM EM HEE
e DATE OF DATE OF TEEE ZEEH i3l
MEMORIAL NO. INSTRUMENT REGISTRATION NATURE IN FAVOUR OF CONSIDERRTION

f#=E REMARKS: FOR LOTS AFFECTED SEE MEMORIAL

14062002300180 30/05/2014 20/06/2014 DEED OF MUTUAL GRENT OF
RIGHTS WITH PLANS

14062002300191 30/05/2014 20/06/2014 DEED OF MUTUAL COVENANT GOLDWELL PROPERTY MANAGEMENT LIMITED
AND MANAGEMENT
AGREEMENT WITH PLANS

27/06/2016 COLLECTTVEWORKSPACE HK LIMITED

16062701580018 20/06/2016é 27/06/201€ MEMORANDUM OF TENANCY (COLLECTIVEWORKSPACE HK LIMITED - (PT.)
AGREEMENT

= REMARKS:FOR 3 YEARS FROM 1.10.2016 T0 30.9.2019 WITH OPTIONS TO RENEW FOR 2 FURTHER TERMS

21040101780018 26/03/2021 01/04/2021 GOVERNMENT NOTICE NO.
1704 OF 26.3.2021
PURSUANT TO SECTION
23(2)*

fAzF REMARKS: * OF THE GOVERNMENT RENT AND PREMIUM (APPORTIONMENT) ORDINANCE (CAP. 125)
RE ML 269 S.M SS.1 AND IL 746 S.N 8S.1

21040101780023 26/03/2021 01/04/2021 GOVERNMENT NOTICE NO.
1705 oF 2€.3.2021
PURSUANT TQ SECTION
23(2)*


https://www.soundwill.com.hk/files/images/1002_20141020180820pek634PE.pdf



