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CONMIMENTS ON THE CONSULTATION PAPER ON THE
URBAN RENEWAL AUTHORITY BILL

1.0

1.1

1.2

1.2.1

1.2.2

1.2.3

INTRODUCTION

The Government issued a Consultation Paper on the Urban
Renewal Authority Bill (the “Paper”, the “URA” and the “Bill”
respectively) in late October 1999. After the issue of the Paper
Government carried out quite extensive consultation. The Hong
Kong Institute of Surveyors {the “HKIS"” or “we”) was one of
the professional bodies consulted by the Government.

Support of the HKIS

The HKIS, which consists of five disciplines namely, building
surveying, general practice, development and planning, quantity
surveying, and land surveying, has a total of over 2,800
qualified members who are well conversant with the various
stages of property development and urban renewal ("UR”).
Our members have experience and expertise in many aspects of
UR and are uniquely qualified to comment on the Paper. The
HKIS has formed a standing committee on UR (the “Standing
Committee”) and an Adhoc Committee of LDC Projects (the
“Adhoc Committee”}). Memberships of these two committees
are shown in Appendix 1 and 2 respectively.

Discussions

On November 12, 1999, the government gave a briefing of the
Paper to the HKIS. Stephen Fisher {Deputy SPEL), Miss Olivia
Nip (Principal Assistant Secretary/Urban Renewal),Mr. T K Lee
(Acting AD Urban Renewal/Planning Department), and Mr.
Edward To ({Assistant Secretary/Urban Renewal) gave &
presentation to the representatives of the HKIS.

On November 19, 1999 representatives of the HKIS also
attended the Legislative Council Subcommittee to study the
URA White Bill. The representatives consist of Mr. David C
Lee, Mr. Edwin Tsang and Mr. Benson Wong. The
representatives presented the views of the HKIS at the
meeting. ' -

On December 7, 1999, the HKIS also held a forum to discuss
the UR -Strategy. This forum was attended by over 30
members and the discussion was held in a well-structured
manner. Opinions expressed by the members are summarized
in Appendix 3 of the Report.
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1.3 The Report

1.3.1 The two committees met on many occasions and as a joint
effort produced this report (the “Report”} which contains our
comments on the Paper as well as our views on UR. As UR is
a very wide subject, the Report cannot be treated as

exhaustive.

believe to be the salient points.

1.3.2 The Report gives comments on the following points:

OCONOOGWN=—

18
19
20

Introduction

General Comments

The Objectives

Deficiencies of the Existing System

Urban Renewal Agents

Purposes of the URA

General Power of the URA

Rehousing Agents

Compensation for Acquisition and Resumption
of Properties

Planning Procedures

Urban Design

Financial Arrangements

Freezing Survey

Corporate Plan and Business Plan

Facilitating Urban Renewal by the Private Sector
Preservation of Existing Buildings

Facilitating Maintenance Improvement and
Alteration Works to Existing Buildings

Take Over of the LDC

The URA Board

Conclusion

We have only endeavored to put down what we
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1.4

Contacts at the HKIS

Representatives of the HKIS will be pleased to have further
consultation with the Government on the subject of UR as well
as the establishment of the URA. [f the Government wishes to
discuss any issues with the representatives of the HKIS, they
may contact the following persons:

IVir. Francis Ng

President

HKIS

Suite 510, Jardine House
Central

Hong Kong

Tel: 2231-3133

Fax: 2868-4707

Email: francsng®@landsd.gen.gov.hk

Mr. Gordon Ng

Secretary General

HKIS

Suite 510, Jardine House
Central

Hong Kong

Tel: 2526-3679

Fax: 2868-4612

Email: gn@hkis.org.hk

Mr. David C Lee

Chairman of Standing Committee
¢/o David C Lee Surveyors Ltd.
14/F, CRC Protective Tower

38 Gloucester Road

Wanchai

Hong Kong

Tel: 2802-8339 -

Fax: 2865-1233

Email: david.lee@davidclee.com.hk
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Mr. Charles Chan

Chairman of Adhoc Committee Members on LDC Projects
c/o Chesterton Petty

16/F CITIC Tower

1 Tim Mei Avenue

Central

Hong Kong

Tel: 2840-1177

Fax: 2877-0773 ,

Email: cchan@chesterton.com.hk

1.5  Further Support of the HKIS

1.5.1 After the initial consultation, we anticipate that the Government
may require further consuitation in the drawing up of the more
detailed implementation proposal of the URS, the formation of
the URA and the drafting of the Bill. The HKIS will be very
pleased to offer further views to the Government during this
process. The HKIS are fully supportive of the URS and will be
prepared to contribute to assist in making the URA a success.

1.5.2The HKIS are also prepared to assist the Government by
nominating representatives on any committee the Government
may wish to form to discuss any particular issues or to carry out
reviews jointly with the Government.
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2.0 GENERAL COMMENTS

2.1

2.2

2.2.1

Focus of the Paper

The Paper issued by the government focuses on the URA. At
the same time the government also introduced but only very
briefly the Urban Renewal Strategy (“URS”). Whilst the Paper
was a public consultation document, the government has not
specifically invited comments on the URS. As a strategy, the
HKIS believe this is not the best arrangement. The view of the
HKIS is that the URS is a very important policy of the
government which will substantially affect the SAR in many
ways. The government should very openly consult the public
on the URS.

The URS

In the URS outline, the focus appears to be placed only on the
nine Target Areas. We believe it is not the intention of the
government that UR will only take place in the nine Target
Areas. Unfortunately this seems to be the message that the
government has conveyed to the public. There are many
obsolete buildings in other parts of Hong Kong outside the nine
Target Areas, which also need UR. The government needs to

" also announce and publicize the strategy for carrying out such

2.2.2

UR work.
Urban Regeneration

The HKIS understands that the government is using the term
‘Urban Renewal’ as the term is well used and is the term which
is best known to the public. We also understand that it is not
the intention of the government to pull down all the old building
and replace them with new ones and that the government is
also encouraging rehabilitation and maintenance of old
buildings. To. the public, however, the term “Urban Renewal’
and the Chinese term of ‘FHIR&EE" conveys the message of
demolition and re-building. The HKIS therefore recommends
that the government should at the same time also promote the
term ‘Urban Regeneration’ or ‘i E" in Chinese so that the
right message can be relayed to the public.

10
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2.3

2.4

2.5

The Nine Target Areas

One confusion will arise in respect of maintenance of the
existing dilapidated buildings falling within and outside the nine
Target Areas. All such buildings require regeneration. The
buildings within the Target Areas will be treated in a manner
different from those outside the Target Areas. This may result
in the owners of the dilapidated buildings outside the nine
Target Areas required to carry out more extensive repair work
than the buildings within the Target Areas. Such repair work
may prove to be unnecessary. This will cause confusion to and
dissatisfaction from the owners of these buildings. A more
detailed description of this issue is given in Section 17 of this
Report.

Urban Renewal to take 20 Years

The Paper indicates that UR within the nine Target Areas will
be completed within a time span of 20 years. This statement
conveys to the public the misconception that UR will be
completed after 20 years. This is of course not the case. In
spite of the government’s efforts in promoting rehabilitation and
maintenance of existing buildings, more buildings will become
obsolete in 20 years and require redevelopment. UR is an
ongoing process and there will be no end to it. The
government should emphasize this point and encourage owners
to undertake repair and maintenance work in a more organized
manner.

Social Impact

UR has a significant social impact and affects substantially the
living habits of the residents in the old buildings. In many
cases, the intention to improve the quality of life of the
residents may be misconceived as uprooting of social networks
which have been established for decades. The migration of
people from the old districts to the new towns and the
relocation or possible closure of the “cottage industries” also
create immense social problems. The Paper is however silent
on the social aspect of UR. We hope this omission in the Paper
does not reflect that the Government is taking the social impact
of UR lightly.

11



COMMENTS ON THE CONSULTATION PAPER ON THE
URBAN RENEWAL AUTHORITY BILL

2.6

Chapter Conclusion

Generally speaking, the HKIS wishes to give its full support and
appreciation to the government for proposing such a bold yet
practical URS. The HKIS is confident that the URS will improve
the environment of the urban area of Hong Kong and will
produce a city which all the Hong Kong people will be proud of,
and a cityscape which will be compatible with Hong Kong's
reputation and role as the leading financial centre of Southeast

Asia.

12
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3.0 OBJECTIVES OF THE URBAN  RENEWAL
PROGRAMME

3.1

3.1.1

The Stated Objectives

Paragraph 6 of the Paper highlights the Government’s strategy
to continually regenerate the fabric of Hong Kong’s built up
areas through timely urban renewal. The HKIS agrees with this
strategy whole-heartedly. The Paper lists out five objectives,
namely:

a)

b)

c)

d)

e)

improve the built environment of Hong Kong and the

layout of built-ug areas by replacing old and run-down
areas with new developments, which are properly
planned and provided with adequate transport and other
infrastructure and community facilities;

achieve better use of land in the dilapidated built-up
areas and under-utilized industrial areas and make land
available to meet various developments needs;

prevent the decay of built-up areas by promoting the
maintenance and improvement of individual buildings as
regards their structural stability, integrity of external
finishes and fire safety as well as the improvement of the
physical appearance and conditions of the environs of
these buildings; -

preserve buildings of historical, cultural or architectura!
interest in urban renewal action areas; and

engage in such other activities so as to promote and
facilitate urban renewal.

3.2 Additional Objections Prepared by the HKIS

3.2.1 In addition to. the above objectives, the HKIS suggests the
following be added to the list of objectives in the Paper:-

f}

facilitate urban renewal by the private sector;

g) facilitate owners of existing buildings to carry out

maintenance, improvement and alteration work; and

13
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h) at locations of historical or cultural interests, improve the
character of such areas by better urban design.

3.2.2 UR by the Private Sector

The HKIS believes that the private sector should be encouraged
to take part in the UR process. In Section 15, we have
proposed certain measures to overcame hurdles which currently
discourage the private sector from participating in UR.

3.2.3 Approval System Not Sympathetic to A&A work

The current system of building plans approval in operation at
the Buildings Department, the Lands Department and the
Planning Department is devised with new works in mind. It is
actually very cumbersome and tedious to carry out alteration
work in a proper manner, fully complying with the procedures,
the Buildings Ordinance, the Government Lease Conditions and
planning approvals. This point will be expanded upon in
Section 17.

3.2.4 Improve Urban Design

Urban design in Hong Kong has tremendous room for
improvement. A lot of the landscaping work is carried out by
the Urban Services Department under the direction of the Urban
Council (the Regional Services Department and the Regional
Council in the case of the New Territories). With the abolition
of the Urban Council and the Regional Council, there is scope
for landscaping, street scaping and urban design to be carried
out in @ more integrated manner, particularly in strategic areas
of historical and cultural interest. This point will be expanded
on in Section 11.

14
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4.0

4.1

4.1.1

4.1.2

4.1.3

4.1.4

4.1.5

4.1.6

4.2

4.2.1

4.2.2

4.2.3

4.2.4

DEFICIENCIES OF THE EXISTING SYSTEM

The existing approach to UR is to demolish the old buildings
and rebuild. This has created a number of problems. We
highlight below some of the more prominent problems.

Planning and Urban Design

Loss of Hong Kong's building heritage.

Disruption of traditional street patterns and character of
local communities.

Proliferation of Hong Kong’s infamous “pencil buildings”
as piecemeal development of individual lots has been
undertaken in an uncoordinated fashion,

Increased development densities have overloaded the
infrastructure, particularly the traffic network, in centrai

areas.

Where historic buildings have been preserved in isolation
they are overshadowed by adjoining developments.

When individual buildings are redeveloped this does not
necessarily lead to an improvement in the surrounding

environment,

The Problems Caused By Zonihg a Certain Area for
Redevelopment By the LDC

Time lag between CDA designation and implementation
will increase the number of speculative tenancies in the
LDC target areas.

CDA zoning freezes all redevelopment potential. Owners
are deprived of their chance to redevelop their properties.

Increase in speculative tenancies will increase the burden
of compensation and affect the financial viability of the
LDC projects,

Creates planning blight in terms of physical condition and
users.

15
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4.3 The Problems Caused By Timing

4.3.1

4.3.2

4.3.3

4.3.4

4.3.5

4.3.6

4.3.7

Long development period as a result of delay in
acquisition of properties.

Disputes due to changes in market conditions over long
negotiation period.

Long development period damages the image of the LDC.
Increase in LDC’s administration costs.
Long development period is fatal to LDC project as:-

{i} impact on financial viability due to unexpected
surge of interest cost;

(i) greater market risk; and

(i)  standard of living environment will deteriorate as
owners are not willing to spend money on
maintenance.

The time required to obtain approval from ExCo on ¢
ompulsory purchase is too iong.

Holding cost is véfy high.

4.4 Assessment of Compensation Package

4.4.1

4.4.2

4.4.3

4.4.4

4.4.5

The burden of HPA sometimes render a project not
profitable.

The measurement of floor areas by LDC may cause
disputes.

Lack of recognition of marriage value.

Affected tenants have no bargaining power on the basis
-of compensation.

Affected commercial properties with unauthorized
residential accommodation are under-valued under the

current system.
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4.4.7

4.4.8

4.4.9

4.4.10

4.4.11

4412
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The Pointe Gourde Rule prohibits the enhancement in
value as a resuit of the LDC scheme.

Compensation not enough to cover transaction cost of
acquiring alternative accommodation nor lost of
development potential.

Failure to recognize the value of illegal or ancillary areas.

Different treatment for domestic and non-domestic
properties as regards to ex-gratia payments.

Time lag for different rounds of negotiations.
The existing basis of valuation is arguable.

The ex-gratia payments to shop owners are arbitrary.

4.5 Fairness

4.5.1
45.2

4.5.3

4.5.4

4565

CDA zoning is regarded as unfair to small owners as their
redevelopment rights are deprived.

LDC is alleged of neglecting the genuine needs of people
affected by the redevelopment projects.

No statutory appeal against the decision of the LDC.

Despite strong objection, LDC projects can always
proceed without any amendment.

Affected owners/tenants are uninformed until the
projects are at their implementation stage.

4.6 Joint Venture

4.6.1

4.6.2

Difficult to control the phasing of acquisition/construction
by JV partners in case of change of market conditions.

Private property rights sacrificed for profit-seeking joint
ventures.
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4.7 Procedures

4.7.1 LDC requires lease .modification/exchange which will
lengthen development period and increased risk due to
fluctuation of premium.

4.7.2 LDC cannot stop or delay the progress of a project even
in market downtrend, this will increase the risk of LDC
and it will rise to great loss.

4.7.3 LDC may become insolvent after suffering a huge loss.

4.7.4 The need for Government departments’ comments and
approvais on LDC projects from inception to resumption
is a major cause of delay.

4.7.5 Once a project is approved by the Government, LDC has
flittle flexibility in changing the terms of the project or its
financial commitments even the original scheme bhas
become not feasible.

4.7.6 If resumption is the ultimate resort why bother to go for
negotiation.

4.8 General

4.8.1 The composition of the LDC and its managing board are
alienated from the general public and lack of
representative from the grass-root and political parties.

4.8.2 Large scale urban redevelopment could deprive private
owners of their property rights and freeze property
values within the affected area.

4.9 Chapter Conclusion -

The problems highlighted above are by no means exhausted.
We have attempted to offer solutions to some of the problems
but have not addressed all the points in the Report. '
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5.0

5.1

5.2

5.3

5.3.1

URBAN RENEWAL AGENCIES

The URA

In the Paper, the government has identified the URA as the UR
agency for carrying out UR. This URA is obviously the most
efficient and effective agency in carrying out UR work.
However, given the magnitude of the task and the burden of re-
housing and relocation of the businesses affected, it is quite
clear that other agencies should be identified to carry out UR in
cases where the URA's involvement may not be the most
efficient.

Other Agencies ldentified by the HKIS

In this regard, the HKIS has identified the following to be
suitable UR agencies:-

* The private sector;

* The Hong Kong Housing Society;

» The Hong Kong Housing Authority; and

» Non-profit making organizations sitting on under
utilized urban sites.

The role of each of these organization is described below:-

The Private Sector

Whilst confirming that the Government remains fully committed
to UR, the recent changes in the economic environment and the
property prices provide the opportunity to revisit the whole
issue as to the role of both the public and private sector in UR.
The private sector has been a key player in UR well before the
LDC was established. The private sector has the experience
and expertise to take on the responsibility directly from site
assembly, rehousing to lease modification and marketing.
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5.3.2

5.3.3

5.3.4

5.3.5

5.4

5.4.1

Having said that, it should also be remembered that all the
relatively easy CDA/Urban Renewal schemes have already been
tackled so what are left with are the more complex, difficult
and possibly financially or legally unviable schemes. It is these
schemes that need to be addressed before the buildings
deteriorate further to the point of causing threat to the lives
and properties of their occupants.

In Section 15, we will discuss the problems encountered by the
private sector in carrying UR. With the adaptability and
pragmatic approach of the private sector, the government
should encourage the private sector to take a more active roie
in UR.

Besides being the URA, the private sector can also participate
in UR as the joint venture partners of the URA. The URA, being
a quasi-government organization, is not as commercial and
flexible as the developers in making commercial decisions and
is therefore at a more disadvantageous position in undertaking
of the redevelopment projects as a commercial venture.
Moreover, the URA’s primary objective is to assemble land on
which dilapidated buildings stand and apply to the government
for the necessary planning approval and land exchange. The
URA should confine its financial resources to such activities.

The URA should also avoid taking on the commercial risks
associated with property development. The development
process should therefore be entrusted to the developers who

have better expertise and the financial resources to carry out

such activities. The URA should refrain from carrying out the
developments itself, except in very special circumstances and
should, as a rule, enter into joint ventures with the private
developers in the implementation of the development schemes.
By so doing, the URA will be able to contract out the
commercial risks and utilize its funds only for the purpose of
fand assembly and project planning.

The Hong Kong Housing Society {the “HKHS")

The HKHS has pioneered in UR even before the LDC was
established and has undertaken such activities continually. The
latest examples of such projects are Hollywood Terrace at -
Sheung Wan and Jubilant Place at Ma Tau Kok.
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5.4.2

5.4.3

5.5

5.5.1

5.5.2

5.5.3

The HKHS has also agreed to be the re-housing agent for the
LDC and also been identified as the re-housing agent for the
URA. With the experience of the HKHS, it will be desirable for
the HKHS to take part in UR.

In order that the roles of the URA and the HKHS are not
duplicated, the HKIS proposes that the URA could be charged
with the responsibility of carrying out UR work for the nine
Target Areas whereas the HKHS could continue to carry out UR
work on a smaller scale.

The Hong Kong Housing Authority (the “HKHA")

The HKHA is another agency which could participate in the
Urban Renewal exercise. Last year, the HKHA has identified
four aging districts as targeted UR areas. These areas are Shek
Kip Mei, Ngau Tau Kok, Ho Man Tin and Cheung Sha Wan.

In order to successfully implement UR in these areas, the HKHA
appointed multi-disciplinary consultancy teams to carry out
studies aimed at formulating a restructuring strategy for each of
the districts so as to improve the overall socio-mix,
environmental quality, traffic circulation and network, urban
design, landscape, GIC facilities and open space in the areas.
The studies also investigate the redevelopment potential of
these aging districts, the opportunities and constraints for
restructuring the areas, to establish a conceptual land use
budget and to propose an institutional framework for
implementation. '

The HKHA is aware of the advantages of private sector
participation in UR schemes. The private sector can provide
additional funding and resources in implementing the schemes,
thus speeding up the urban renewal process. On the other
hand, the ad hoc redevelopment efforts of the private initiatives
can be coordinated by the HKHA within an overall unique
restructuring framework.
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5.6

5.6.1

5.6.2

5.6.3

5.7

Non-profit Making Organizations Sitting On Under Utilized
Urban Sites

There are many non-profit making organizations which were
granted land by the Government many years ago for purposes
associated with the activities of such organizations. Examples
of these are, the Salvation Army, the Red Cross, the churches,
YMCA, etc. The land may be granted at nil premium, nominal
premium, concessionary premium or full market premium. At
the time land was granted to such organizations, the land was
probably at the fringe of the then urban area. With the growth
of the SAR, the urban areas have expanded extensively and
many of such land are now at prime urban locations. Many of
the buildings standing on such land are low rise and by present
day standard may be considered as under utilization of the land.

The Executive Council has approved a policy of allowing such
non-profit organizations to redevelop such land to allow income
from the property development to subsidize the activities of
such organizations. We do not want to go into details of such
policies in the Report, but wish to point out that there is
tremendous potential in such land being redeveloped, not only
for the purpose of providing necessary funds for the operation
of the organizations but also to provide an opportunity to
improve the facilities for the organizations. In addition, such
land usually contains development potential which will assist in
enhancing the financial attractiveness of the UR projects.

The HKIS propose that the Government should not only
passively approve such redevelopment but should also actively
encourage redevelopment of such land, particularly in
association with a larger UR Scheme.

Chapter Summary

The above are the major URA identified by the HKIS there are
probably other organizations, like the utility companies, which
may also play a smaller role. The Government should take a
wider perspective in encouraging different organizations to take
part in UR projects.
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6.0 PURPOSES OF THE URA

6.1

The purposes of the URA is put down in Section 5 of the Bill.
The list is very comprehensive and HKIS would like to give its
full support. We have, however, gone through the Bill in detail
and wish to make the following refinements to sub-sections (a)
and (b}). The additions below are shown by an underline, while
those struck through are proposed to be deleted. The
explanations for the amendments are shown within square
brackets following the relevant sub-sections.

Amendments proposed by the HKIS

{a}

(b)

replace the Land Development Corporation as the body
corporate established by statute having the responsibility
of improving the—standard—ef—heusing the living and
working conditions and the built environment of Hong
Kong by undertaking, encouraging, promoting and
facilitating urban renewal;

[the HKIS suggests that the ‘standard of housing’
be changed to ‘the living and working conditions’
as the purpose of the URA should not only be
restricted to “improve the standard of housing and

- built environment of Hong Kong... “ but also to
both the living and working conditions].

improve the—standard-ef-heusing the living and working

conditions and the built environment of Hong Kong and
the layout of built-up buildings and areas by replacing old
and run-down areas with new development which is
properly planned and, where appropriate, provided with
adequate transport and other infrastructure and
community facifities;

[The original text suggest the URA will only
undertake large scale developments covering “run-
down areas”. The amendment is suggested to
include run down buildings as well}.
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Preservation of Buildings of Historical, Cultural or Architectural
Interest

The URS described in the Paper suggests that buildings of
historical, cultural or architectural interest should be preserved.
It is not clear whether such a responsibility should vest with the
URA or another Government department. [f it is the intention
of the Government that such duties should be undertaken by
the URA, the purposes of the Bill should be amended
accordingly.
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7.0 GENERAL POWER OF THE URA

7.1

7.2

Section 6 of the Bill

The general power of the Authority is very clearly laid down in
Section 6 of the Bill. The power proposed is generally quite
adequate and in keeping with an organization charged with
such duties. '

Amendments Proposed by the HKIS

We have gone through this Section of the Bill in detail and
would like to propose the following amendments be made to
each paragraph.

(1) The Authority shall have power to do anything which is
expedient for or conducive or incidental to the attainment
of the purposes declared in or permitted or assigned
under section 5 and shall exercise that power so as to
improve the—standard—of-beusing the living and working
conditions and the built environment of Hong Kong by
way of development or redevelopment.

[The URA should improve not only the standard of
housing but also the working environment.}

2) Without prejudice to the generality of subsection (1), the
Authority shall have power to and may —

fa) to (f) No change

(g} lease, purchase or otherwise acquire and hold land of any
description or any interest therein in Hong Kong for the
purpose of either undertaking development, providing
accommodation for_ the Authority, for providing
residential accommodation for persons displaced by the
carrying out of the purposes of the Authority or for
providing _accommodation for business _or _industrial
undertakings displaced by the “carrying out of the
purposes of the Authority;
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[The URA may not only hold land, it may also hold
interests in land.

The URA may. wish, in addition to providing re-
housing for residents, to provide accommodation
to re-house commercial or industrial undertakings.]

(h) No change
i) alter, improve, construct, demolish, maintain, or

repair, upkeep or manage any building premises or
structure ancillary thereto;

[These amendments will give the URA more
comprehensive power with respect to existing
buildings, particularly in cases of rehabilitation.]

ff) provide and where appropriate alter, maintain, improve,
eF repair gr manage roads, footways, parks, recreational
facilities and similar open spaces, bridges, drains, sewers
and water courses other than those the maintenance of
which the Government or other public body has
undertaken or decides to undertake.

[These amendments will give the URA more
comprehensive power with respect to existing
buildings and private roads.]

tk) No change

(f) No change

{m) No change

{n) No change

{o) grant, sell, convey, assign, surrender, yield up, demise,
let, license, transfer, part with possession or otherwise
dispose of any land or building, messuages, tenements or
any_interest therein, vessels, goods and chattels for the

time being owned or held by the Authority on such terms
- and conditions as the Authority thinks fit.
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[The URA should be empowered to grant licenses
or other wise part with possession of any buildings
that it owns. For example, it may allow the
original occupier to remain on the premises for a
short period of time after acquisition of the
property or reversion of the property to the
government. Such occupation is usually granted
under license. The URA may also allow an old
building to be used for a particular purpose (for
example, shooting a film, holding a carnival, etc.)
for a short period of time. The addition of
“license” and “part with possession” will allow
the URA to do so.

The URA should also have the power to deal with
interests in land.}

enter into agreements with any person for the
management by such person of any building or land
owned or held by the Authority;

[The URA should have the power to appoint third
parties to manage buildings as well as fand held by
it.]

conduct any survey and census as it thinks fit for the
purpose of drawing up any plans and for the purposes of
ascertaining a rehousing commitment resulting from any
project of the Authority and the identity of such
commercial _or industrial _undertakings occupying such
buildings, premises or structures ancillary thereto;

[The freezing survey should also be carried out for
commercial or industrial premises. Under the
provisions of the Lands Resumption Ordinance, a
person running a business may still be entitled to
compensation even if the business is not
registered.]

surrender any Gavernment lease or apply for and agree

to the modification of Government lease conditions or

enter into any land exchange;

[Does lease mean Government lease? Is it
necessary to clarify this point?}

No change
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(t)

ful

fv)

fw)

x)

No change
appoint such employees as it may determine on such

terms and conditions.as the Authority thinks fit including
the payment of allowances, benefits and remuneration;

[duplication of {d}?]

No change

establish any body corporate for the purpose of doing all
such things which the Authority may do and may vest in
any such body corporate so established such objects and
powers as in the opinion of the Authority are ealewtated
necessary to facilitate the attainment of the purposes of
the Authority under this Ordinance;

{is “necessary” a clearer word?]

No change
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8.0

8.1

8.2

8.2.1

8.2.2

8.2.3

8.2.4

REHOUSING AGENTS

Government’s Rehousing Policy

The Government has made the commitment that no one will be
rendered homeless in the process of UR. The HKIS fully
support this noble commitment of the Government.

HKHA and HKIS as Rehousing Agents

Rehousing has been a major obstacle in the implementation of
UR by the LDC. [t must also be acknowledged that UR is also a
housing issue in the sense that it improves the living conditions
of the people living in the dilapidated and overcrowded
conditions. The HKIS is therefore very glad to learn that the
Hong Kong Housing Authority (the “HKHA”} and the Hong
Kong Housing Society (the “HKHS"} have agreed 1o be the
rehousing agents for the URA. We fully support this decision
and look forward sharing the experience gained by the HKHA
and HKHS in their previous redevelopment projects.

Apart form their extensive experience in the redevelopment
process, the HKHA and HKHS may also have a small stock of
available rehousing sources suitable for the purposes of UR.
They may take the form of public rental housing, home
ownership scheme, sandwich class housing, interim housing,
temporary housing, transit centres, privately build blocks of
flats, the Private Sector Participation Scheme (PSPS), or the
latest in Mixed Developments.

No Queue Jumping

Care must, however, be exercised to make sure that people do
not use the UR process as the shortcut {or queue jumping) for
access to rental housing.

Impact on the Private Sector

By utilizing the HKHA and HKHS as the rehousing agent, the
Government is -introducing a distinction in the rehousing
arrangement for projects undertaken by the URA and the
private sector. Whilst we agree that the benefit of the HKHA
and HKHS in providing rehousing, we wish to caution the
Government that such an arrangement will be taken as the
norm to the jeopardy of the developers. It will not be possible
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8.3

8.3.1

8.3.2

for the developers to match the rehousing offer by the URA and
hence vacation of existing buildings by the private sector will
be increasingly difficult.

Relocation of occupants of non-residential premises

The Government has rightly placed strong emphasis on
rehousing of the occupants of residential buildings. The HKIS
wish to point out that in certain cases, particularly those of the
“small businessman”, relocating the operations of the small
businessman is equally important. To many of these
businessman the business is all they have and demolition of the
building in which they operate will often mean an end to the
business. This will have significant financial and psychological
impact on the operators. It may also mean that many of the
small operators, particularly those in the maintenance and
servicing sector or the “cottage industries” will die out. In
spite of the Government’s grand vision of building an
environmentally friendly city, the demand for the cottage
industries “at our backyard” will not vanish.

The HKIS proposes that such businesses be systematically

relocated so that the operators are offered a decent and
improved environment to work in.
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9.0 COMPENSATION FOR ACQUISTION AND
RESUMPTION OF PROPERTIES

9.1 General

9.1.1 The LDC is often criticized by the public that compensation
packages offered to the affected owners are not fair and
reasonable as they are insufficient to compensate for the loss
suffered. This is to be expected as we can expect
compensation are never enough. In the care of non-residential
properties, we believe that some genuine problems do exist.

9.1.2 Neither the Bill nor the Paper contains any provisions for the
assessment of compensation payable to the affected owners.
In the briefing session held by the SPEL, the HKIS was advised
that assessment of compensation will be based on “fulf market
value” so that the affected owners would not suffer from any
loss in property value after the acquisition. However, the
definition of “fulfl market value” itself is meaningless. In
determining the “full market value” of a property, a valuer is
bound by a set of parameters defined by his client. Variations
in any of the parameters will give rise to a different value
figure. Hence the HKIS recommends the Government or the
URA to define the parameters for assessment of “full market
value” clearly and precisely by issuance of the Guidelines for
Assessment of Compensation Packages (the “Compensation
Guidelines”) to the public in order to avoid confusion and
disputes. The HKIS will be very pleased to provide inputs in
the preparation of the Compensation Guidelines if the
Government or the URA should decide to issue them. The

aspects of particular concern are listed below for discussion
purposes.

9.2 Resumption

9.2.1 Like the LDC Ordinance, there is provision for resumption in the
Bill if acquisition of the affeeted properties cannot be completed
within a certain period of time. From the LDC’s experience, the
compensation packages offered to affected owners, which
include ex-gratia payments, are often more generous than the
compensation packages assessed under the Lands Resumption
Ordinance {the “LR0O"”}). Affected owners and politicians often
regard the resumption power a weapan to compel the owners
to accept unfair compensation packages rather than a fair
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9.2.2

solution to the disputes. The HKIS considers that the root of
the problem arises from the different basis of assessment of
compensation both under voluntary acquisition and the LRO.
The Lands Tribunal (the “LT") cannot remedy the situation as
it is bound to determine the quantum of compensation under
the principles laid down in the LRO only. They cannot
determine the amount of compensation, ex-gratia or otherwise,
which is not laid down in the LRO.

UR will initiate resumption in a wholesale manner. The issue of
compensation will therefore have to be fundamentally
reviewed. If the matter is not handled properly, it will become
a political issue and will undoubtedly hamper the progress of
UR and indeed other infrastructure projects where land
resumption is required. We must remember the recent incident
in November of 1899 at Sheung Shui, Shek Wu Village where
the residents had a major conflict with the police and resorted
to violence. (See Appendix 4 for the newspaper cutting).
Irrespective of whether the Government is right or wrong, such
scenes are sensational to the press and will attract extensive
media coverage, resulting in adverse publicity both to the
Government and UR.

9.2.3 The HKIS therefore suggests the Government to:

{i} comprehensively review the ) policy for
compensation, particularly for - non-residential
properties; '

{in) revise the LRO to enable the same basis of
compensation be adopted for UR cases both
before and after the deployment of resumption
powers. This will have a wide impact on the
compensation payable for resumption not initiated
by UR (but then why should the statutory
compensation be different for resumption for
different purposes?); or

{iii) incorporate the essential parts of LRO into the
URA Ordinance so that resumption power stems
from the URA Ordinance rather than the LRO, and
the URA Ordinance can have its own basis for
assessment of compensation. The LT can then

determine  compensation under the URA
Ordinance.
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9.2.4 In addition to the above recommendations, the HKIS ai'so

9.3

9.3.1

9.3.2

9.3.3

9.4

9.4.1

wishes to highlight the following issues:

Unauthorized Building Works {(“UBW"}

The current practice adopted by the LDC and the Lands
Department is that no compensation is payable for UBW. In
reality, many purchasers are willing to pay additional price for
UBW such as covered yards for ground floor shops or covered
flat roofs. Whilst the HKIS is fully aware that UBW are not to
be encouraged, the practice contravenes the fundamental
principle of compensation - the principle of equivalence -
putting the affected owner into the same monetary situation as
that before resumption. The matter is further complicated by
the fact that the Buildings Department has in the past 50 years,
taken little or no action on the UBW, even if the UBW have
been inspected by the Buildings Department. In the LT's case
Time Hero Trading Limited vs. Director of Lands, the LT
decided that the concrete cockloft be awarded compensation at
the quarter of the ground fioor rate without having regard to
whether or not the concrete cockloft or any part thereof was an
authorized structure. There are also numerous LT decisions on
the Ma Tau Kok resumption where the LT awarded concrete
cocklofts at one quarter of the ground floor value.

In most cases, the affected owners can enjoy the value of the
UBW should there be no resumption. Moreover, the LRO is
ambiguous in this aspect and hence the LT is not precluded
from ascribing value to UBW in determining compensation
under the LRO.

The HKIS is well aware that this is a complicated issue and wiill
involve further detailed study by the Government. After the
Government has decided on the policy, the HKIS would
recommend that clear parameters to the treatment of UBW be
given in the Compensation Guidelines.

Development, Marriage anddHope Values

Under the current practice, individual strata title units are
assessed on existing use basis. The practice attracts much
criticism as the affected owners are deprived of development,
marriage and/or hope values which they may realize if the
properties are not affected by the LDC or resumption scheme.
On the contrary, the LT can determine that an owner is entitled
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to compensation for loss of redevelopment value if, on the
evidence produced, redevelopment potential has been
established. In fact, such marriage or hope values form an
integral part of market values of properties. Where the
L{CRO)O applies, our view is that redevelopment value should
apply. There will be ambiguity if an owner owns between 80%
to 90% of the shares in a property. The following two
examples can illustrate the deficiency of the existing use basis
in assessing compensation:

(i) one of the few units within a low-rise building
which has substantial gain in plot ratio upon
redevelopment; and

{ii} the overwhelming majority shareholding of a
building {eg: 17 out of 20 units within a building
which has redevelopment potentiai).

Any arbitrary use of the existing use basis of assessment will
create grievances to owners and attract criticism.

The HKIS suggests that such marriage or hope values be fairly
compensated and clear guidelines to be published in this
respect.

Ex-gratia Compensation for Residential Properties

Ex-gratia compensation, in the form of Home Purchase
Allowance {the “HPA”), are currently paid by the LDC in
acquisition of affected residential properties. Although the
HKIS agrees to the rationale of improving the living conditions
of the affected owners, besides improving the physical
environment of the scheme area, the quantum of such ex-gratia
compensation should not be over generous to render a scheme
financially not viable.

The Government is proposing that the HPA shouid be based on
a 10 year old building in the same district. Some politicians are
proposing that the age of the comparable building should be 5
years. This is a political issue rather than a land or valuation
issue and the HKIS does not wish to intervene. In some
locations, there may be no buildings of comparable age to make
the precise comparison. The HKIS wish to point out that any
reference to a 5- or 10-year old building is arbitrary and suggest
the Government to consider the HPA to be “for a well-
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maintained building at the same or similar district with an age
of between 5 to 10 years”.

9.5.3 The HKIS suggest that clear guidelines for determining ex-gratia
compensation, which should take into account of the age and
condition of the existing buildings, to be published.

9.6 Ex-gratia Compensation for Non-Residential Properties

9.6.1 The Government’s policy regarding compensation for non-
residential properties has often been a subject of contention.
People affected by resumption cases i.e. whose properties were
resumed or businesses closed down/relocated, have often
reacted strongly to the resumption order.

9.6.2 The HKIS is fully aware of the difficulties in determining the
genuine profitability of a business, the issuance of clear
guidelines to the basis of assessment, together with a list of

heads of claims, will help to eliminate much confusion and
disputes.

9.6.3 The Government is currently resuming Wah Kai Industrial
Building at Kwai Chung for the West Rail. The owners of this
property have expressed grave discontent and have already
held 2 number of demonstrations. The last time a large-scale
resumption of non-residential properties was carried out for the
Hong Kong Housing Society project at Ma Tau Wai. At that
time, the owners and operators of the shops and businesses:
were very dissatisfied with the amount of compensation.

9.6.4 The LDC is also in the process of acquiring certain non-
residential premises at the projects at Kennedy Town and

Tseun Wan and faces the same problems regarding
compensation, :

9.6.5 The Government has come up with a very innovative URS
which includes, for the first time, plans for the redevelopment
of obsolete industrial areas. The principle behind this strategy
is sound and beneficial to Hong Kong but the Government must
look at the issue of compensation for non-residential properties
and the business loss to business operators very carefully, if
the scheme is to be implemented in a satisfactory manner.

35



COMMENTS ON THE CONSULTATION PAPER ON THE
URBAN RENEWAL AUTHORITY BilL

9.6.6 The problems faced by the owners of non-residential properties

2.6.7

and the business operators are very different. Many of the
business operators at the properties affected by UR are small
businesses, ran in a very.old fashioned manner. To many of
the operators, their business is all they have. Demolition of the
property in which they operate will mean closing down the
business. This will have significant financial, social and
psychological impact on the operators. The government must
recognize this very important social aspect of UR, otherwise the
resumption could lead to tragedies.

Small business operators do not usually keep adequate
accounts and records of their business. They do submit their
business accounts (through their accountants) with their tax
returns to the Inland Revenue Department. However this is
often not the true picture of their business.

9.6.8 A Presiding Officer of the LT once said: “tax avoidance is

lawful although tax evasion is not”. The principie is that the
claimant is to be fully compensated for all his loss due to
resumption, no more and no less. The claimant has done
nothing wrong for not keeping adequate records. In fact the
wrong {resumption) is done by Government. Normally
Government will only accept written evidence to prove loss. In
this way some actual loss without written evidence will not be
compensated. This is contradictory to the purpose of the
provisions in the Ordinance which are “to provide fair
compensation for a claimant whose land has been compulsorily
taken from him - the principle of equivalence”. The
Government should therefore consider oral evidence, as does
the LT, and offer compensation in reasonable cases. The
principle is to give fair compensation to the claimant and not to

hold up fair compensation just because of the lack of written
evidence,

9.6.9 The HKIS, therefore, hold the view that the monetary

compensation payable to the owners and occupants must be
adequate 1o reflect as least the monetary loss. We reiterate

that if the matter is not harrdled carefully, social unrest or even
violence will result.
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9.7

9.7.1

9.7.2

9.7.3

9.8

9.8.1

9.8.2

Shadow Period

The period proposed in the Paper between the commencement
date of a UR project and the date of resumption has been
substantially shortened. This will help alleviate any problems
caused by the Shadow Period. However, between the
unofficial announcement of the project {such as the
identification of the nine Target Areas in the Paper) and the
commencement date under Section 20 {2} of the Bill, the time
lag is still very significant and could go on for a few years. The
shortening of the period between the commencement date and
resumption cannot eliminate the adverse effect of the Shadow
Period.

The impact of the Shadow Period on the values of properties is
caused by many factors including the lack of funds for
improvement/maintenance, vacancy due to early removal of
occupiers, etc. The application of the Pointe Gourde Rule,
which will require the increase or decrease in value of a
property due to the scheme to be disregarded in the
assessment of compensation, does not help the people
affected.

The Bill effectively fixes the date of assessment of
compensation to be the date of notice of resumption. This
proposal will not address the impact of the Shadow Period
between the unofficial announcement of the project and the
date of the notice of resumption. In the absence of any better
or more equitable arrangement, we will support this
arrangement. We further recommend that the Pointe Gourde
Rule should be clearly stated in the LRO or the URA Ordinance
to avoid confusion.

Interest calculation on compensation amount

Both the interest rate and the accumulation of interest on a
single rate basis for the ctompensation amount need to be
reviewed.

Our view is that, the interest rate for the compensation amount
is on the low side. Although the LRO has given discretion to
the LT in deciding the interest rate on compensation, it further
provided that regard shall be made to the lowest time deposit
rate. It is observed that the LT usually allows interest rate at 1-
2% above the lowest time deposit rate. The Tribunal has been
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9.8.3

9.8.4

9.8.5

9.8.6

reluctant to allow interest rate at the prime rate or HIBOR rate
which are the usual reference rates of borrowing money from
the banks, or alternatively the investment rate of return on the
relevant type of properties being resumed.

In Shun Fung Ironworks Ltd. V Director of Buildings and Lands
[1995] 2 AC111, the Privy Council held that the interest
discretion was considerably more fettered than suggested by
prior LT practice. The comment made by Lord Nicholls of
Birkenhead of the Privy Council on the interest rate issue is as
follows:

..... the Tribunal has a discretion regarding the
rate, but js required to have regard to the lowest
time deposit rate. .... In their Lordship’s view, in
requiring the Tribunal to have regard to the lowest
time deposit rate the legislative purpose must be
that that this should be the rate fixed by the
Tribunal unless in a particular case there is good
reason for departing from it. The rate specified in
a low one, but the legislature must be taken to
have intended that ordinarily this should be
adequate recompense to a claimant for being kept
out of his money....”

Based upon the current low interest rate principle and the
simple interest calculation method, the longer it takes for the
compensation case to be determined by the LT, the claimant
will suffer more losses in terms of the opportunity cost and
interest. Also, the accumulation of interest on a single rate
basis does not reflect practice of the commercial banks in
calculating interest by the compounded rate method.

We would recommend that a full review of the interest rate
calculation under the various Ordinances authorizing
resumption, including the LRO, the Roads {Works, Use and
Consumption) Ordinance, the Railways Ordinance, and the
Foreshore and Seabed (Reclamation) Ordinance, be undertaken.

One suggestion on the interest rate issue would be: “The LT
may pay direct interest on the compensation from such date
and for such period as it thinks fit and at such rate-as it may
fix, but not below the lowest rate payable during that period by
members of the Hong Kong Association of Banks on time
deposits.” {see s33(b}) of the Roads (Works Use, and
Compensation} Ordinance (Cap 370)). Whereas for the
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accumulation of interest, the compound rate method instead of
the simple rate method is recommended.

9.9 Setting up an appeal body to deal with compensation disputes

9.9.1

9.9.2

We foresee the number of cases where owners or
occupiers dispute the compensation payable by the
Government, to increase very drastically in the future.
Even if the owners take a more civilized course of action
and take their cases to the LT, the number of cases will
be so great that the LT will not be able to handle them
expeditiously. LT cases require a lot of resources on the
part of the Government. Referral of a large number of
cases to the LT will very substantiaily delay the
assessment of the compensation and further aggravate
the sufferings of the people affected.

The HKIS, therefore, suggest that the Government
should set up an appeal body {the “Appeal Board”} to
deal with all compensation disputes. The Appeal Board
should consist of one or more surveyors who may call on
additional expertise (like accountants) when so required.
The procedures for the Appeal Board should be
substantially simpler than that for the LT. [f either party
ts not satisfied with the decision of the Appeal Board, it
may appeal to the LT. This arrangement will not deprive
the parties of their right to appeal to the LT.

9.10 Payment of Compensation Should be Made As Soon As

9.10.1

Possible

Under the provisions of Article 105 of the Basic Law, the
Government is obliged to pay the compensation without
delay. Delay in payment of compensation will cause
additional hardships to the owners and occupants and
affect their ability to find alternative accommodation as
well as making other relocation arrangements. The
experience of many of our members is that, the people
affected by resumption, for whatever purposes, are often
forced to accept the Government’'s offer as they need
the money to relocate. This situation is particularly
common for the UR cases as many of the people
affected are the less privileged.
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9.10.2

The government should review the payment procedures
to ensure that payment of compensation could be made
as soon as possible. .The setting up of the Appeal Board
will, hopefully, help accelerate the compensation
process.

9.11 Chapter Summary

9.11.1

9.11.2

9.11.3

The URA will initiate a large number of resumption and a
large-scale migration of people and businesses out of the
old buildings. It is a major exercise. Resumption will
also create compensation problems. Even with the
application of the principle of equivalence, the
inconvenience, disturbance, social and physical problems
associated with up-rooting, mental stress, time involved
in dealing with the resumption and finding alternative
accommodation, etc. suffered by the owners and
occupants affected will not be reflected in the valuation
assessment.

A few vyears ago, at the trial of compensation cases for
resumption of properties in the six streets in Ma Tau Kok,
a Presiding Officer of the Lands Tribunal once remarked:
[—BiZKENEFER—BE]. The meaning is, that there is always
some hidden loss. He also said:
[BS{E RS T 238 ErYiEX, {BEEEAN TRE].

Compensation can only compensate for financial loss.

The HKIS sees this Report to be the beginning of the
review by the Government on the issue of compensation
for resumption — and not the end of the discussion. As
practitioners dealing with compensation cases and
valuations on a daily basis, our members will be very
pleased to offer our assistance and views to the
government when government carries out such review,
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10.0 PLANNING PROCEDURES

10.1

10.2

The Bill proposes that the URA could implement projects either
by way of a “development scheme” or a “development
project”. The major difference between a development scheme
and a development project is whether the project has to go
through the process of amendment to an outline zoning pian
{"OZP"). In the case of a development scheme where a
rezoning to an OZP is required, the public may object to the
development scheme in accordance with the provisions of the
Town Planning Ordinance. The public’s right of objection for a
development project will be under Section 21 {1) of the Bill.

Whilst this arrangement will facilitate projects which are
currently zoned CDA, development schemes under Section 22
will properly require dual approvals by the Town Planning Board
{the “TPB”}. The first approval is for the request for rezoning
and the second approval will be under Section 16 of the Town
Planning Ordinance. A device should be established to remove

the need for two approvals in order to accelerate the planning
process.

10.3 Information for Implementation and Rehousing

10.3.1

10.3.2

In Section 22(3}{b} and (c} of the Bill, the URA is required
to give, in great details, how the development scheme is
to be implemented and the rehousing arrangements.
Such information, is not required under Section 21 or 23
for development projects, although it is included in the
application to the Secretary for Planning and Lands for

resumption recommendation to the Chief Executive in
Council.

Section 22{3)(b) requires the URA to state whether the
development scheme will be implemented by the URA
alone, or by the URA in association with another person.
The publication of this information will, to a certain
extend, restrict the URA to the published mode of
implementation. We wonder whether such information is
really necessary. To the public and the TPB, the most -
important thing is that URA will be the principal UR agent
and will be in control of the project.
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10.3.3 If we look back at the projects developed by the LDC,

10.4

10.4.1

10.4.2

the LDC have developed projects both by itself as well as
through joint ventures with developers. The different
modes of implementation do not affect the UR process,

the impact to the people affected, or the quality of the
new building. :

Gazetting under the Roads {Works, Use and Compensation)
Ordinance

It is envisaged that many of the projects require closure
and alterations to public roads. Such alterations will
require gazetting under the provisions of the Roads
{(Works, Use and Compensation)] Ordinance ({the
"RIWUC)O”). The R{WUC)O gives the public the right of
objection and the relevant government bureaux and
departments will have to deai with such objections. The
whole process will take 9 months under the provisions of
the R(WUC)O. Our experience is that many projects are
held up because of such procedures, particularly when
objections are received from the local community or the
District Boards. We propose that gazetting under the
R{WUC)O should take place at an early stage.

Alternatively, we propose that the government should
review the procedures to see whether it is possible for
gazetting of the OZP and the Scheme under the
R{WUC)O be executed at the same time or as closely to
each other as possible. This arrangement has now been
adopted for gazetting of the OZP and reclamation under
the Foreshore and Seabed {Reclamation) Ordinance.

10.5 Requirements under the Environmental Impact Assessment

Ordinance (the “EIAD")

There are certain projects which are classified as “designated
projects” where Environmental Permits are required under the
EIAOD. When the UR projects incorporate a designated project,
time must be allowed for the assessment and approval of the
Environmental Impact Assessment and issue of the
Environmental Permit under the EIAO.
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11.0 URBAN DESIGN

1.1

11.2

The Paper suggests preservation of buildings of architectural,
cultural and historical interest. Qur heritage is not only carried
out by a few buildings, but very often, a larger area, carries
with it memories and nostalgia. Such areas should likewise be
preserved. An example of such a location is the stone steps
between Duddell Street and the gas street lamps on Ice House
Street.

As part of the urban regeneration exercises, the government
should generaily improve on the quality of urban design, both
for the old and the new areas.

Landscaping in the urban area have, hitherto, been carried out
by the Urban Council and the {Regional Council in the case of
the New Territories). With the abolition of the Urban Council
and the Regional Council, there are better opportunities for
urban design for the whole of Hong Kong to be carried out in a
more interesting and innovative manner.

For buildings which are to be preserved, the government should
encourage face uplifting of the existing buildings as an attempt
to bring back visual order, recapturing Hong Kong’s reputation
as “the Pearl of the Orient”.

If Hong Kong is to be a world class metropolis, as envisioned
by the Chief Executive in his Policy Speech, improving urban
design quality is an inexpensive and effective way of creating a
more interesting world class city. The HKIS strongly
recommends the government to pay more attention in this
respect.
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12.0 FINANCIAL ARRANGEMENT

12.1 The Financing Options Proposed in the Paper

12.1.1

12.1.2

The Government has proposed five financing options for
the URA to implement the UR projects. These proposed
options are:

Relax plot ratio control;

* GIC facilities exempted from GFA calculations;

* Loans from the government to the URA;

* Foregoing fand premium; and

* Linked sites.
In addition, the URA is also empowered to borrow and
lend money for purposes related to implementation of the
UR projects. The URA is however required to exercise

due care and diligence in handling its finances and to be
accountable.

12.2 HKIS' Comments

 The HKIS supports all the options and but will to comment as
follows:

12.2.1

(i)

Relax Plot Ratio Control

The Government. can either give money or other
resources to the UBA to facilitate UR. In order to
minimize the amount of money that is given to the URA,
contribution of resources by way of plot ratio {(“PR"} is
obviously a sound alternative. In granting of additional
PR, care must be exercised to ensure that there will not
be over taxing on the infrastructure and the traffic. In
any case, the PR permitted should not exceed that
permitted under the Building (Planning} Regulations.
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(i}

12.2.2

12.2.3

{i}

PR is a function of the site area. It is therefore equally
important to ascertain how the site area should be
calculated. This is particularly important in cases where
there are service lanes, private streets or public streets
which are included as part of the UR project. The
Buildings Ordinance and the Building (Planning)
Regulations do not allow streets to be included in site
area. Whilst we can understand the temptation for the
Government to relax the PR for certain UR projects, the
Government must ensure that there is consistency in the
granting of modifications to the relevant sections of the
Ordinance or regulations to allow streets to be included
in site area. As a public authority the Government
cannot apply double standard to the URA and to the
private developer and the principles of consistency,
fairness, reasonableness, etc. should be adhered to.
Otherwise, such well-intended action of the Government
may be used as grounds for private developers to apply
for judicial review of its decisions.

GIC Facilities exempted from GFA Calculations
No special comment.

[Please see Section 15 on Facilitating UR by the Private
Sector]

Loans from the Government to the URA .

In the case of the LDC, the Government has only granted
a loan of HK$100 million to the LDC. This amount is
used both for the purpose of setting up the LDC and for
undertaking of the UR projects. The loan is of a non-
recurrent nature and once repaid will no longer be
available. This arrangement has proved to cause
substantial inconvenience in the financial operation of the
LDC. Through prudent management and a very buoyant
property market, this arrangement has not caused the
LDC undue hardship. The property market in the future
is unlikely to be as buoyant_as it was and the
Government must be therefore less stringent when

granting loans to the URA.
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(i)

12.2.4

(1)

{ii)

12.2.5

{i)

(i)

In lieu of granting loans to the URA, the Government
could also provide the necessary guarantee to allow the
URA to borrow money from banks and other financial
institutions. '

Foregoing Land Premium

The Paper is not clear as to whether the Government will
waive premium in all cases. We hope this will be the
case, at least during the early period of the URA. When
the URA is in a financially sound situation the
Government can then consider charging a premium.
Even then consideration can be given to deferred
payment of the premium or payment by installments.

In cases where premium is charged, we hope the
Government will not take the academic approach,
particularly in the assessment of the “Before Value” and
spend time in negotiating with the URA in the
development potentials permitted under the existing
lease conditions.

Linked Sites

Whilst we understand why the Government proposed
linked sites, we do not really see any merit in such an
arrangement. The linked site arrangement was adopted
many years ago by the Government in the sale of two
residential sites, one at Kennedy Road and the other at
Robinson Road, for the development of Government
quarters. The experience was not satisfactory and when
the market fell the developer handed back both sites to
the Government,

In the case of the LDC, two linked sites were also
granted to mitigate the LDC’s loss in the redevelopment
of the Kennedy Town and Tsuen Wan projects. As the
market fell, the financial viability of the linked sites were
also in doubt. Again it was only through prudent

“management of the LDC that the linked sites did not turn

out to be an additional financial burden for the LDC.

46



.-.....QQ....Q.....Q..QO...O...."5””5”“‘*-

COMMENTS ON THE COMSULTATION PAPER ON THE
URBAN RENEWAL AUTHORITY BILL

(i}  We understand that it is the Government’s intention not
to charge a premium for the linked sites and therefore
the chance for the linked sites proven to be an additional
financial burden to the URA will be reduced.

{ivi As an option to the linked site arrangement, we will
propose that the URA pays for part of the cost of
acquisition of the existing buildings to improve the
project’s financial viability.

{v) In a previous report on wurban renewal by the
Administration, the concept of "linked projects” was
proposed as a means of encouraging the private
developer to undertake UR projects. However, the
definition of "viable" versus "non -viable" projects and
the linking of the two would be a process that involves a
lot of ambiguity and uncertainty. Also, based on recent
experience, when there is a downturn in the property
market, projects which have been "viable" can become
"unviable” and be delayed or deferred and in turn could
delay the linked projects. By tying together different

(and by definition dissimilar} projects it also reduces the
tlexibility of both.

(vi)  With the establishment of the URA, we believe the
"linked project” concept would no ionger be necessary.
If there are economically non-viable projects which
nevertheless should be undertaken for social benefits,
this should be made clear from the outset. The project
can then be either undertaken by the URA or the joint
venture developer be required to contribute a pre-
determined amount for the acquisition of the existing
buildings. Any acquisition cost in excess of the pre-
determined amount will be borne by the URA.

12.3 Chapter Summary

The HKIS is in full support of the Government’'s financial
arrangements. Although we do have some hesitations on the
necessity and viability of the linked site concept. The
Government must put resources in UR, such resources should
be in the form of financing, non-financial incentives and more
efficient administrative procedures. Such contribution will be
for the general good of Hong Kong.
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13.0

13.1

13.2

13.2.1

FREEZING SURVEY

The URA to have Power to Carry Out Freezing Survey

The Bill empowers the URA to enter and inspect any building or
structure, within the boundaries of a development scheme or
development project to carry out freezing survey in respect of
residential properties only. The HKIS agrees that rehousing for
occupants of residential properties is the most important. The
freezing survey will therefore allow the survey to be carried out
in good time so as to prevent people from moving in to a
building within a development scheme or development project
with a view of gaining early access to subsidized housing.

Time for Carrying out Freezing Survey

The freezing survey should really be carried out as soon
as possible as people may move in to buildings within the
nine Target Areas as early as now in anticipation of
obtaining rehousing or home purchasing allowance in a
few years time. The Government should device a
mechanism to shorten as much as possible the time
between the announcement of a project (even if the
announcement is unofficial) and resumption vacation.
Whilst we appreciate the legal difficulty in such an
arrangement we will point out that any delay in carrying
out the freezing survey will increase the rehousing
burden.

13.2.2 Care must also be exercised to ensure that people who

13.3

13.3.1

do not physically live at the premises do not receive
rehousing or home purchasing allowance.

Freezing Survey for Non-residential Properties

Equally ‘important is™ the relocation of small business.
This subject is described in greater details in Section 6. The
Government’s current compensation policy is inadequate in
compensating people whose business are affected or
terminated because of UR. If such situations are not handled
carefully, the occupants will take on to the streets and cause
social disturbance. Such situations must be handled extremely
careful to ensure that the process of UR is not hindered by the
political restlessness
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13.3.2

created by these residents. The Government must
ensure that there is a fair policy without over payment
and at the same time, avoiding major conflicts.

For this purpose, a freezing survey should also be carried
out in respect of non-residential premises. Such surveys,
indeed, may even have to be more thorough to ensure
that things like employment records of the operators are
obtained and uiltimately the Government may have to
bear the burden of severance payment in a form of
business loss to the occupants, should the business
close down because of UR.

13.4 Minimize Inconvenience to Occupants

It is acknowledged that the freezing survey may not be
welcomed by the residents or occupants but is in fact a
necessary evil. The staff employed to carry out the freezing
survey should be well briefed to ensure that no undue
inconvenience is caused to the residents and occupants.
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14.0 CORPORATE PLAN AND BUSINESS PLAN

14.1

14.2

14.3

The Bill requires the URA to prepare Corporate Plans and
Business Plans {the “Plans”) for submission to the Financial
Secretary for approval. Section 18 and 19 of the Bill stipulates
the contents of the Plans and restricts the projects to those
which are to be implemented under Sections 6{2){h}{iii} and
6{2}{h){iv} of the Bill, and Sections 5{2}(b} and 13(1} of the LDC
Ordinance.

Section 5 of the Bill lays down the purposes of the URA to
include, in sub-section (d)

“avoid the delay of the built environment of Hong Kong
by promoting the maintenance and improvement of
individual buildings as regards their structural stability,
integrity of external finishes and fire safety as well as the
improvement of the physical appearance and conditions
of that built environment”

Sections 18 and 19 do not require the URA to include in the
Plans any action proposed with regard to maintenance and
improvement of existing buildings as required by Section 5{d}.
The HKIS wish to emphasize the importance of maintenance
and improvement of existing buildings and would suggest that
the URA should include proposals in this respect in the Plans.

_ Our concern is that if such proposals are not included in the

‘Plans, the URA will not be able to allocate any funding and

staff resources for such work under Section 18({1)(ii) and (iii} for
the Corporate Plan and Section 19{1)}{c}, (d) and (e} for the
Business Plan. :
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15.0 FACILITATING URBAN RENEWAL BY THE PRIVATE
SECTOR

15.1 The Role of the Private Sector in UR

18.1.1

16.1.2

15.1.3

The private sector has played a key role in urban renewal
over the last four to five decades. Many developers are
known to have carried out extensive land assembly in
order to enable the older urban areas to be redeveloped.
Such ventures are not without difficulties.

When the market is on its way up, delays do not mean
the developer will face a financial penalty. In some
cases, the developer may even be able to yield greater
profit due to a delay as property prices may escalate
sharply.

The present state of the property market is very different
and the Government has now introduced a policy of
maintaining controlled growth. The HKIS has views on
the desirability of introducing such measures but this is
not the forum for such matters.

15.2 Land (Compulsory Sale for Redevelopment) Ordinance

16.2.1

15.2.2

{h}

It is a well-known fact that assembling land is a long and
tedious process. The Government is appreciative of the
problem and has enacted the Land {Compulsory Sale for
Redevelopment) Ordinance (the “L{CSR}O”}. However,
the HKIS has identified certain draw backs with the
current provisions of the L{CSR}O.

Existing Provisions of the L{(CSR)O

The L{CSR)O came into effect on June 7, 1999 As
presently drafted, the L{CSR)O only applies to a lot
forming the subject of a Government Lease or a section
of a lot {the “Lot”}. The majority owner (as explained
below) can apply to the Lands Tribunal for an order to
sell all the undivided shares in the Lot for the purposes of
redevelopment of the Lot. The majority owner is defined
as the owner or owners who own more than 90% of the
undivided shares in the Lot, or in the case of two
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buildings standing on two Lots connected by a common
staircase, the majority owner can own 90% of the
undivided shares in the two Lots. This very narrow
application creates a lot of difficulty and substantially
restricts the application of the L(CSR)O.

{ii) in the older parts of Hong Kong there are many buildings
still standing on very small lots of less than 100 sq. m.
and sharing a common staircase. Many of examples of
this can be found at Shanghai Street, Reclamation Street,

Wanchai etc.
15.2.3 A Hypothetical Example
{i) We have identified a street block at the junction of Tung

Chau Street, Hai Tan Street and Pei Ho Street which
consists of a row of ten buildings all 4 storey in height
and sharing common stair cases. We would like to use
this as a hypothetical example of the problems
associated with the L(CSR)O. The plan of this street
block is shown below. The numbering of these buildings
are quite complicated and will have therefore refer to
them as buildings no. 1 to 10:-

Hypothetical Residential Development in Sham Shui Po

HAL
TUNG TAM
CHAU STREET

STREEY

Ha E W 24 At@.s:Eimsx HeT g Mo | Mo f 31@45

PEL HO STREET

e — s e —
- —
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(i} All the buildings in the example are four storeys and
there are altogether 40 interests for the whole block. If
the developer owns 39 of the 40 interests, the L{CSR}O
will not apply. The diagram below shows the ownership
pattern. :

Ownership Pattern of Residential Development in Sham Shui Po

: |
' |
1
A
L - S -
i

- ! T T : ! i [ !
i OWNERSHIP | i | P e ] ! :
i FOR EACH LOT | 100 % : 100% 100 % ; 75% ]I 100 % , 100 % . 100 % : 00 % | 100 % | 100 % ;
- : ' e ] ? - : : : :
I ownersHe ; | i ;
| FOREACH i 100% | 87.5% i 100% i 100% i 100 % :
! PAIR OF BLDG. | ! ; s ;

(OM¥L  Unit not owned by the majority awner.

_—_ e e — ]

(i}  If the developer fails to obtain one of the units, his
oWne;ship in the Lot will only be 75%. If we take a pair
of Lots, the developer’s interests will only be seven-
eighths or 87.5%. This still falls 2.5% short of the 90%
threshold stipulated in the L{CSR}O. The provision in the
L{CSR)O cannot therefore apply.

15.2.4 Ownership Threshold can be Lowered to 80%

There is provision {in Section 3 (5) and {6)) of the
L{CSR)O for the Chief Executive in Council to specify
that the percentage of ownership of the majority owner
to be lower than the 20% in respect of a Lot or a class
of Lots, provided that the percentage specified is not
lower than 80%. Whilst this is a reasonable provision
and may resolve the problem described above, such
notification has hitherto not been made by the Chief
Executive in Council.
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15.2.5

(i)

(ii)

15.2.6

{ii)

{iii)

The HKIS Proposal

The HKIS proposes that the L{CSR)O be amended so that
for cases where the majority owner owns more than
90% of the shares in the Lot or the Lots, then the LT will
be obliged to give the order to sell if it is satisfied that
the majority owner intends to redevelop the Lot or the
Lots at the compulsory sale, or that any other party who
may acquire the Lot or Lots will likely redevelop the Lot
or Lots.

In cases where the ownership is between 80% to 90%,
then the LT will, in addition to the provisions described in
the last paragraph, also have to be satisfied that the
redevelopment will bring about planning gain and benefit
to the public in terms of urban renewal of the LT is
satisfied with all the above, then the LT will make a
compulsory sale order.

The Redevelopment ‘Scheme’

In addition to the above suggestion, the HKIS also
recommends that the concept of a ’‘Scheme’ be
introduced.

In the example quoted above, buildings numbered 1-4
will have to be excluded from the re-development
proposal. Only buildings numbered 5-10, consisting of
six lots with a total site are of about 600 sq. m., could
be redeveloped as one project. In spite of the fact that
the developer owns all except one unit in buildings
numbered 1-4, these four lots cannot be amalgamated to
form part of the redevelopment scheme. The result of
this is what is commonly known as a “pencil
development”.

When the developer eventually acquires the outstanding
unit in building number 4, there will be another even
smaller “pencil development” on numbers 1-4. |f the
site is going to be redeveloped as two towers, the
efficiency ratio for both towers will be reduced, as each
will have to have staircases and a lift core. From a
broader perspective, this is not desirable as resources
will be used to erect common areas in buildings which
are not living space.
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{iv)

(iv)

15.2.7

{i)

(i)

(iii)

(iv)

The HKIS proposes to replace the definition of Lot with
“Scheme” ({the “Scheme”}. The Scheme can consist of
as many buildings as the majority owner proposes but
the extent of the Scheme will have to be approved by a
tribunal which may or may not be the Lands Tribunal
(please see Section 15.2.7 below). Whilst the majority
owner is free to propose the boundary of the Scheme, he
will have to demonstrate to the Tribunal the planning
gain and the public benefit of his proposal.

In the example quoted above, one would have thought
that the Tribunal would see merit in approving the limit
of the Scheme to cover the whole block i.e. from
buildings numbered 1-10. That we believe is the original
intention of the L{CSR)}O.

Examples of Application of the Scheme

In Figure 1 on the following page, we have taken certain
hypothetical cases to demonstrate the benefit of
incorporating the spirit of the Scheme in the L{(CSR)QO.

Case 1 shows that the majority owner is unable to
acquire certain interest in the properties shaded. He will
therefore not be able to carry out a comprehensive
development which would otherwise be a major
improvement to the area.

In Case 2, the ownership pattern will render it impossible
for the majority owner to apply to the government to
extinguish the lane at the North side of No. 2 Ui On
Lane. it also renders it impossible for all the lots within
the black broken line to be redeveloped as one building.

In Case 3, the ownership pattern will render it difficult
for the full potential of No. 1-7 Kwong Hing Lane to be
realized. Also, alf the lots within the black broken line
cannot be developed together.
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(v)

{vi)

15.2.8

16.2.9

One additional advantage of the HKIS proposal is that it
will also facilitate redevelopment of jand in the New
Territories. In figure 2 on the following page, if the
developer fails to acquire a number of lots, the land grant
will be very complicated. An example of this is the
stilted huts standing on the pond in the Palm Springs
development at Wo Sang Wai at Yuen Long. The pond
in this case is actually a pool of still water which also
receives the waste or even sewage from the stilted huts.

In short, the art of setting the boundary of the Scheme
will be complicated and there can be no hard and fast
rules. The developer will have to demonstrate the
planning gain and the benefit to the community of his
proposed boundary.

Scheme Boundary to be Approved by Tribunal

The HKIS proposes that the Tribunal should consist of a
lawyer, a surveyor and possibly a planner so that the
overall benefit to the community can be assessed from
the various perspectives. Alternatively, the LT or the
Town Planning Board could be entrusted with such a
task.

The Majority Owners

More thoughts will have to be given to the details of the
procedures to ensure that the interests of the minority
owners are well protected. In any case, it is likely that at
the open sale, the purchaser {who is likely to be the
developer) will likely have to pay a price reflecting the
redevelopment potential of all the properties forming the
Scheme, rather than the existing use values of the
individual properties. The redevelopment values in such
cases are usually quite substantially higher than the
existing use values. _ The minority owners in such case
may even receive prices higher than those offered by the
URA or the government under the URA Bill. As far as
the minority owners are concerned, there may be
financial benefit although they may still be unwilling to
dispose of their property even if the sale price is more
attractive.
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15.2.10

15.3

15.3.1

(i)

(i)

Comparison with the URA

Whilst the HKIS understands the concept of the Scheme
may cause the Government and the public concern about
depriving property owners’ of their right to own property,
through the right of compulsory sale, the HKIS would
respectfully suggest that as far as the minority owners
are concerned, there is actually no difference between
sale of their properties to a private developer or to the
URA.

In the case of sale under the L{CSR}O, the minority
owner may even have the opportunity of enjoying a sale
price reflecting the redevelopment potential of the
Scheme. We therefore suggest that the Government and
the Legislative Council should draw a balance between
the protection of property rights and the public benefits
derived from urban renewal.

A Tribunal to Resolve Problems Caused by Obsolete
Encumbrances

Restrictive Covenants have an,Indefinite Life

Restrictive covenants have an indefinite life. Whilst they
were obviously created to satisfy the requirements of the
parties at the time of creation, many of them may not be
applicable today, particularly in light of the modern
planning concepts and intensive urbanization of Hong
Kong. There are many cases where there are restrictive
covenants which are outdated {e.g. obsolete rights of
waysl. The most common example is the old service
lanes. These redundant service lanes are a caonstant
source of nuisance as well as health and fire hazard. The
fire which broke out at a fruit stall in one of the back
streets on Nathan Road in Yau Ma Tet this year is a good
example of the problems caused by these service lanes
(please see newspaper cutting at Appendix 5). In many
cases, the parties holding interests in the lanes do not
have any real or practical reasons to enjoy such rights of
way. A good example of this is the LDC project at Kwun
Yung Street.
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16.3.2

(i)

(ii}

i}

(iv)

A Real Life Example

in that case, the properties acquired by the LDC (the
“Property”} are all sub-sections of a larger lot {(the
“Original Lot"). A plan showing the Original Lot and
how the sub-sections were carved out is shown at Figure
3 on page 61. As can be seen from this figure, in
addition to the buildings within the boundary of the
Originat Lot, the Original Lot also covers part of Yin
Chong Street, the whoie of Kwong Yung Street, as well
as a service lane,

The area of the Property is shown by the various colors
on the plan at Figure 4 on page 62 and includes part of
Yin Chong Street (colored yellow) and whole Kwong
Yung Street {colored pink} as well as the whole of the
service lane {colored purple}. It is not reasonable for us
to expect the LDC to develop over Yin Chong Street so
the area colored yellow is excluded from site area
calculation. As far as Kwong Yung Street is concerned,
it does not serve any useful purpose as the buildings on
either side of Kwong Yung Street have now been
demolished. It will also make better planning sense to
extinguish Kwong Yung Street and make it part of the
site.

The same would apply to the service lane except that it
is reasonable to have the service lane diverted as shown
colored green on the plan at Figure 4. As things stand
now, it is legally not possible to extinguish Kwong Yung
Street and the service lane as both are rights of way
under the assignments for the various sub-sections of the
Original Lots. Consequently, in the design of the new
building, the area covered by Kwong Yung Street and the
service lane will have to remain open as passageway
{although it may be possible to build over both areas).
Such an arrangement-will impose a serious constraint in
building design (for example, the ramp going up the
carpark and the core of the tower cannot be located at
these positions).

The above is just one example of the many problems
encountered in the UR projects, be they private or public.
We therefore suggest that a Tribunal should be
empowered to modify or discharge covenants which are
obsolete.
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15.3.3

15.3.4

The UK Practice

What we propose is actually not something which is has
not tried before. In UK, the Lands Tribunal is empowered
under Section 84(1) of the Law of Property Act 1925, as
amended by Section 28 of the Law of Property Act
1969, to modify or discharge any covenants which are
manifestly out of date.

The Tribunal

The HKIS proposes that the Tribunal should consist of a
lawyer, a surveyor and possibly a planner so that the
impact of such discharge or removal can be carefully
assessed from the various perspectives. Alternatively,
the Lands Tribunal or the Town Planning Board could be
entrusted with such a task.

15.4 Excluding GIC facilities in GFA calculation

15.4.1

16.4.2

15.4.3

For projects undertaken by the URA, the government is
proposing that where circumstances permit, the GIC
facilities should be excluded from GFA calculation. This
arrangement should apply equally for private sector
projects particularly where these are imposed by the
relevant government departments in Land ‘Exchange or
lease modification cases.

Such an arrangement should obviously only be
implemented where there is no adverse traffic,
infrastructure or environmental impacts.

The arrangement will not affect revenue to the
government, as the additional commercial or residential
GFA will attract additional premium to the government,

15.5 Chapter Conclusion

The private sector has played an important role in urban
renewal in the past and will no doubt continue to do so in the
future. The government should give the private sector the
necessary assistance to carry out such activities to alleviate the
burden of the URA.
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16.0 PRESERVATION OF EXISTING BUILDINGS

16.1

16.2

Rejuvenation of Buildings

The focus of the Paper is on UR, however, it should also place
emphasis on the ‘rejuvenation’ of existing buildings and
facilities, a subject that has long been ignored both by the
building owners and the Government.

Representation from the Professional Institutes

With regard to public accountability, representatives from the
professional Institutes should be invited to attend the relevant
sub-committees of the URA so as to provide their views. Their
contribution will no doubt help the URA acquire a better
understanding of the conditions of the buildings in question and

also what the ideal approach would be from the practitioner’s
point of view.

16.3 Include Existing Buildings in Corporate and Business Plans

16.3.1

16.3.2

The Corporate Plan as mentioned in the Bill should also
include a critical analysis of the building stocks both
within and outside the nine Target Areas. Buildings of
historic merits or architectural value should be given
special attention. The effect of maintenance,
preservation and conservation of these buildings should
be seriously considered prior to demaolition.

The Corporate and Business Plans of the URA should
indicate clearly the development schemes and
programmes. This way owners of buildings not intended
for acquisition by the URA in the near future will be

better informed in the pianning the maintenance of their
buildings. -
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16.3

16.4

16.4

16.4.1

URA to Assist Owners of the Existing Buildings

In the event that the buildings owned are considered to be
‘maintainable’ or where the owners have a strong desire to
renovate the buildings rather than to redevelop, the URA should
respect the owners’ wish and facilitate the renovation. They
can encourage the owners, by say, recommending a list of APs,
surveyors, architects, and engineers to assist them and should
always be prepared to take the role of a facilitator.

Existing Buildings to be Treated As Well

In order to keep the nine Target Areas “alive” during the UR
process which may take up to 10 years to complete,
redevelopment should be carried out in phases. Reasonable
resources should be allocated to the maintenance of existing
buildings not intended for redevelopment in the near future.
Appearance of buildings in the nine Target Areas should
compatible with the new environment. The redevelopment
agencies should take this factor into account and must submit
a plan to illustrate how the existing and the new buildings are
tied together. A contribution or special fund may need to be
set up for the agencies to renovate the buildings outside the
redevelopment areas but within the neighborhood so as to
achieve a harmonious environment after the new buildings are
erected.

Maintenance Planned According to Residual Life of Buildings

Old buildings within the nine Target Areas designated for
maintenance should be based on the planned residual life
expectancy, improved to different maintenance standards:

Residual life expectancy up to:

12 months —~ Minimum Repair Standard;

24 months - Preventive Maintenance Scheme Standard;
60 months or more — Renovation Standard.

16.4.2 In addition to those works mentioned in Section 5{d) of the

Bill -~ Purposes of the Authority, the scope of the
maintenance and improvement works should be expanded to
cover other works such as improvement to sanitary
provisions, removal of undesired signs, building nuisance
abatement and UBW removal.
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16.4.3 The URA should bear all costs of inspections and works for

maintenance of the buildings held or to be acquired by it.
External building consultants may be engaged by the URA in
achieving this maintenance objective. Owners of existing
buildings to be acquired should be given both financial and
technical assistance in improving their buildings. Financial
assistance in the form of grants, loans and tax benefits
should be considered as incentives for voluntary maintenance
and improvement. Technical assistance, such as
maintenance directions, liaison and building consultation
services, should also be provided.

16.5 Transition Plan for Amenity Facilities

16.6

The URA should, where amenity facilities such as market,
clinic, child care centre, post office etc. are required to be
relocated, prepare a transition plan with due consideration to
cater for the needs of the people affected. If required,
temporary facilities should be provided during the various
stages of the UR process.

URA to set up Liason Offices

The HKIS also recommend that the URA set up liaison
offices/resources centres at strategic locations within each of
the nine Target Areas. Such establishments would serve. ds a
resource centre and provide quick responses to questions raised
by the people affected. Representatives from the URA, the
professional bodies and the relevant government departments,
should be invited to be stationed in the centres from time to
time and be prepared to assist the peopie affected.
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16.7 Transfer of Plot Ratio

16.7.1

16.7.2

Where the government or the URA has decided that
certain existing buildings should be preserved, the
owners of such buildings should be encouraged to
rehabilitate these buildings so as to maintain the
character of the area and Hong Kong’'s heritage. The
owners of 'such buildings should not be penalized just
because their buildings have been chosen to be
preserved. They should, however, be able to transfer the
development potential to adjoining buildings, possibly
with an enhanced plot ratio, in order to pay for the higher
maintenance cost. This issue debated quite heatedly
right before the old Hong Kong Club building in Central
was demolished. Had plot ratio transfer been allowed,
the old Hong Kong Club building with its gothic facade
could have been preserved.

Rules should be established as to how far the plot ratio
of such buildings couid be transferred and the necessary
documentation required to allow the transfer. This is
quite a complicated subject and would require further
study by the government. The HKIS will be pleased to
offer its views on the subject.
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17.0

17.1

17.2

17.3

17.3.1

FACILITATING MAINTENANCE IMPROVEMENT AND
ALTERATION WORKS TO EXISTING BUILDINGS

Introduction

The URA has proposed to address and help solve Hong Kong’s
decaying urban fabric. Over the years, much emphasis has
been put on new developments but little on proper maintenance
and improvements on older buildings. Over the last few years
building maintenance has become an important issue as
buildings are getting older and bringing them to present day
standards poses a major headache to its current owners.
Incentives must, therefore, be provided to the owners to
encourage them to maintain the state of their buildings.
Unfortunately, the government offers little incentive for those
owners and often create major obstacles for maintenance work
to be carried out.

The Present Approval System Unfriendly to MIA Work

The present approval system for building works is designed for
new works. It is not ‘user friendly’ for maintenance
improvement and alteration work (“MIA Work”}. In fact the
system is so complicated and tedious that it actually
discourages people from making submissions. As a result,
building owners always carry out MIA Work without submission
of the plans to the Government and most of the work is carried
out without proper professional supervision. We have identified
the following areas under the Buildings Ordinance and the
Government Lease approval which are of concern to building
owners when it comes to the carrying out of MIA work.

The Buildings Ordinance

Under the Buildings Ordihance, we have identified the following
areas of concern.

Cost
Under the provisions of the Buildings Ordinance, most
MIA work involves BD submissions by an AP and a RSE.

As explained below, the system involves quite
substantial administration work by the AP and RSE with
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17.3.2

(i)

{ii)

1

17.3.3

17.3.4
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the result that most owners perceive the professional fee
to be too high.

Time

The time required for approval of plans, even MIA work
plans is 60 days. Very often, the first submission is
almost always rejected. With re-submission and
consent application, we would be very surprised if the
MIA work would obtain consent to commence work
within four months.

In reality, however, it is only after BD approval that the
scope of work can be defined and it is only then a
consultant could be appointed to carry out planning work
and prepare and estimate the cost of the MIA work.
With this estimate, the Incorporated Owners may require
the owners to make a contribution to the MIA work.
Only when the Incorporated Owners receive the majority
of the contributions will they be in a position to award a
contract to the Registered Contractor. All these factors
as you will appreciate take time. The time required, is
very often more than 12 months and more likely 18
months, by which time the situation would have
deteriorated, and the owner’s enthusiasm lost.

Access to records and plans

Before an AP can prepare designs for the MIA work, he
will need information on the existing building. Such
records take a long time to be retrieved from BD
archives.

No Retrospective Approval

Very often for older buildings, some work may have been
carried out without BD approval. The present system is
that BD will not entertain building plan submissions
containing UBW. This policy is actually a major
discouragement for owners to submit MIA work to BD in
cases where UBW have been carried out in the past.
The easy alternative for the owners is to “continue to
carry out the MIA work without BD submission. BD will
have to address this issue in a positive manner.
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17.3.4

17.3.5

(i}

(it)

GFA and Site Coverage

As mentioned previously, a big incentive for owners to
carry out MIA work is the enhancement in the value of
their property. In almost all cases the GFA and/or site
coverage permitted would have been fully utilized,
leaving very little room for the owners to carry out
improvement work to modern standards, which may
require additional GFA and/or site coverage, e.g. the
provision of recreational facilities and the addition of
grand lobbies. Owners may wish to carry out
improvement works, which will result in excessive GFA
and/or site coverage. BD should adopt a sympathetic and
pragmatic attitude in that as long as the work proposed
is within the Common Area, as defined under the DMC,
and that there is no increase in the density of the
building in terms of the number of people living within
the building or the number of units, or the overall amount
of traffic generated, etc BD should grant approval to
allow such modification work.

Poor Control and Enforcement

BD has never had adequate resources to deal with the
problem of UBW and in my view never will. The attitude
of a lot of owners with respect to BD submissions is that
“others have got away with it for years so why should |
bother!”. Unless we have a new system that is so
designed to facilitate MIA work submissions, the majority
of owners will continue to take a chance and get away
with it!

We have already seen the consequences of this when
recently there have been a number of accidents, some
fatal as a result of building owners not carrying out
building work under professional supervision. Under the
present system, APs will not take up MIA work on a
building, which has already got UBW unless the Owner
agrees to take down the UBW, which is most unlikely.
The simple alternative for the owners is to continue to
carry out further MIA work without professional advice
and supervision.
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17.3.6

Compliance with Current Legislation

MIA work will require compliance with current legistation
which is very often more stringent than that applicable at
the original approval and this will result in an increase in
cost and disturbance to existing users. One typical
example is the provision of access and facilities for the
disabled. We-do not mean to be unsympathetic, but we
have to draw a balance. BD should adopt a practical
approach when considering whether it is really necessary
for an old building to comply with current legislation.
Such requirements very often deter owners from
submitting plans for MIA work. We have to remember
that submitting plans for MIA work to the BD is often a
major hassle for owners who are not in the building
industry, yet every effort should be made to encourage
them to do so.

17.4 Government Lease Restrictions

17.4.1

17.4.2

Government Leases are usually drawn up to control the
initial development. With the way things change in Hong
Kong, the Lease conditions become obsolete soon after
the site is developed. This is recognized by the Lands
Department who keeps updating the standard Lease

‘conditions. However, the Government Leases for the

older lots will remain unchanged forever. The foliowing
deficiencies are identified:

Development Potential

In most cases, the development potential under the
Government Lease is fully utilized. [|f the owners were to
carry out any improvement work, which would involve
increasing GFA or site coverage, it would be difficult to
do so, particularly in cases where the GFA permitted
under the Lease is the maximum permitted under the
OZP. In such cases, as long as the improvement work
falls within the Common Area under the DMC, the
Government should allow the area of the improvement
work to be exempt from GFA calculations.
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17.4.3

17.4.4

17.4.5

{i)

(ii)

Provision of Recreational Facilities

The current standard Lease conditions permit recreational
facilities to be exempt from GFA calculations, but this
provision is missing in the older Leases. Owners will
face difficulties if they wish to provide recreational
facilities under the old Leases.

Structures within Non-Buildings Areas

Many Government Leases contain non-building area
provisions, which may even prohibit the construction of
fences, walls or a kiosk for caretakers at the entrance.
Such provisions are, however, essential to good property
management. How many developments have fibre glass
kiosks because the Lease prohibits construction of proper
concrete ones.

Modification Premium

If a modification is granted a premium will normally be
payable. Such a premium is normally charged at the full
market rate and will run to millions or tens of millions of
dollars. In some cases, an empirical premium is charged,
but it can also range from $300,000 to a few million
dollars. This will discourage the owners from carrying
out such improvement work or more likely, carry out the
work without Government submission. Again, provided
that the improvement work falls within the Common
Area under the DMC and is not for the exclusive
enjoyment of an individual owner, | believe that a Lease
modification at nil premium should be granted.

If work is carried out prior to Lease modification, it can

then only be dealt with on a “buy back” basis. This is
often unacceptable to the owners.
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17.4.6

Time

In certain cases where the owner is prepared to apply for
a Lease modification, the time frame for conducting
modification works is often in excess of 12 months.
This delay will discourage owners from carrying out the
work, or from submitting the MIA work to the
Government depariments for approval.

17.5 Planning Approval Qutline Zoning Plan

17.5.1

(i)

(i)

(iii}

Section 16 Approval

For projects where Section 16 application has to be
made to the Town Planning Board (“TPB”), the approval
given by the TPB is in respect of the scheme submitted.
Any changes to the scheme will require a fresh
application to the TPB.

Whilst such an arrangement is deemed desirable when
the building is begin developed such a requirement will
create unnecessary hurdles in respect of timing costs for
the owners of the building. For example, if a certain part
of the building is originally planned as a cinema and say
10 years after completion of the building cinema use is
no longer financially viable and the owner wants to sel
the property to another party for use as an entertainment
center or a chapel, the owner will have to obtain
planning approval to change the use before the new
owner is prepared to acquire the property.

The issue will be further complicated where lease
modification is required if the cinema use is stipulated in
the government iease conditions. The lease modification
cannot be processed until the fresh Section 16
application is approved by the TPB. Assuming that the
planning application will take 3 months from preparation
to approval and the lease modification will take another 9
months, {which is highly optimistic!}, the whole process
will take at least a year. How can the purchaser of the
property wait for a year? At the end of the year, the
original owner may consider the premium charged by the
government to be too high and may either wish to appeal
the premium or drop the case altogether.
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17.5.2

In such case, the purchaser may have to wait even
longer or find an alternative location. Such a situation is
far from being satisfactory.

The Problem will Build Up

As the number of areas zoned Comprehensive
Development Area (“CDA") increase such situations will
occur more and more frequently in the future. We
suggest that the government should not wait to solve
these problems until complaints build up.

17.6 Improvements To BD Approval System

17.6.1

17.6.2

(1)

{in}

The present system for gaining the necessary approval to
MIA is slow and cumbersome; often resuiting in a
bureaucratic approach which may discourage owners
from carrying out the MIA work with professional advice
and supervision. '

The BD should be more flexible in its approach to MIA
works and | believe that the situation could be easily
improved by observing the following: -

' Celrtificatiori by AP

For MIA work, the issuance of the Certificate of
Compliance with the Buildings Ordinance by an AP could
replace the approval by BD. Before issuing the
Certificate the AP could consuit various government
departments and seek their comments and advice in a
similar manner as that of BD. This will reduce the
workload of BD and put the owner in a better position to
be able to control the time involved for the MIA work.

Flexibility on Technical Breaches

BD should adopt a more flexible approach in respect of
minor technical breaches for work within the Common
Area which does not benefit a particular owner. This is
particularly important in terms of permissible plot ratio
and site coverage.
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{iti)

(iv)

Easy access to records

BD should facilitate access to record plans and

calculations, as such information is important to MIA
work.

Retrospective Approval

BD should allow retrospective approvals if an AP and,
where necessary an RSE, certifies the work. This will
bring a lot of the UBW or “underground” work within
BD's control. The occupants of a building are not aware
of whether the MIA work is approved or not. They are

still using the building and are exposed to an unknown
risk.

17.7 Improvements to the Government Lease Approval System

17.7.1

17.7.2

With regard to the government lease approval system,
we suggest that the Government adopt a more flexible
and pragmatic approach. When considering payment of
a premium to a developer, a few million dollars is next to
nothing but for individual owners of a completed
building, even HK$20,000 is a farge amount. 1 think BD
should look at these issues from an individual owners

perspective. More specifically, | suggest the following
changes be made: -

Work Resulting in Excessive GFA and/or Site Coverage

Where work involves a Common Area, as defined under
the DMC, and is not for the exclusive enjoyment of an
individual owner and does not increase the density of the
development, BD should take a lenient approach and
allow such modifications so that the owners are able to
create a better living environment.
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17.7.3 Modification Premium
Similarly, the modification premium should be nominal or
at most the standard empirical figure. The amount of
premium from such modifications is negligible compared
with the premium government receives from land sales
and modifications involving development or re-
development. Such concessionary premium
modifications should only be granted for the lifetime of
the existing building.

17.7.4 Documentation

Very often due to multiple ownership, it is difficult to get
all the owners together to execute the modification
document. {f such modifications are only for the lifetime
of the building they can be completed by way of “no
objection letters” which may not even require execution
by the owners.

17.7.5 Procedures

17.8

The current procedures should be re-appraised so that a
separate procedure, tailor made for rejuvenation of
buildings, can be devised so as to reduce the time and
resources required for such modifications.

Planning Approval

The approval given by the TPB for Section 16 applications
should allow a range of users as those shown under column 1
of the Notes to OZP. The TPB has recently taken a more
practical approach by allowing certain uses within a “user
class” to be approved by the District Planning Officer or the
Director of Planning through delegated authority. This is an
improvement but in our view has still not gone far enough. We
do not see why all the users in the “user class” cannot be
approved at the outset. If this proposal is adopted, it will avoid
the necessity to make further Section 16 applications for
changes in the use within each user class in an existing
building.
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17.9 Chapter Conclusion

17.9.1

17.9.2

UR is not just about pulling down buildings and
redevelopment, it also involves maintaining existing
buildings. Perhaps it is now time for the Government to
take a fresh look at the procedures and legislation
concerning the rejuvenation of buildings.

The HKIS wishes to promote the concept of
“rejuvenation of buildings”. However, before we can
effectively do so, it is essential for the government to
reassess the Government and legal framework in order to
actively encourage building owners to carry out MIA
work and improve the quality of buildings and the living
environment.
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18.0 TAKE OVER OF THE LDC

18.1

18.2

18.3

Arrangement for LDC Staff

The URA will take over the LDC like any takeover, the exercise
has caused uncertainty and frustration for the staff of the LDC,
The HKIS propose that the URA should offer new contracts for
all the existing staff of the LDC. For those whose experience
and expertise are not required by the URA, they should be
offered a reasonable redundancy package or a new contract for
at least 2% vyears during which the staff can leave by giving
one to three month’s notice depending on the terms of their
existing contracts. A gratuity should be payable at the end of
the contract.

The LDC Board

The existing board of the LDC and the new board of the
Provisional URA should work closely to ensure that the
decisions of the LDC will not jeopardize the future operation of
the URA. The LDC should kick-start the programmes of the
URA as far as possible. A certain number of the existing
members of the LDC board should be invited to sit in the
Provisional URA board to provide the necessary continuity and
to ensure that the experience at board level is not lost.

UR Projects should not be held up

There is a period of about 12 to 14 months between now and
the official formation of the URA, the Government should not
freeze new UR projects until the URA is formed. The
Government should use every opportunity to accelerate the UR
process during this period.
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18.4

18.5

Forego Premium for LDC Projects

As the Government has indicated that land premium may be
waived for certain URA projects, the Government should decide
whether such an arrangement will be applicable to the currently
proposed LDC projects. Many of the projects currently
identified by the LDC are not financially attractive to developers
and the LDC has difficulty finding joint venture partners for
these projects. To waive premium for such projects will
facilitate and accelerate the UR process.

Re-housing Arrangement for LDC Projects

The re-housing arrangement during the transition period should
also be carefully worked out to make sure the LDC's current
joint venture partners do not get additional benefits because of
the new re-housing arrangement.
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19.0 The URA Board (the “Board”)

19.1

19.2

The Government’s Proposal

It is proposed that the Board shall have an executive Chairman.
The HKIS is of the view that as urban renewal is a very
complicated programme involving many different areas of
experience and expertise {(such as planning, financial,
marketing, social, land, building maintenance, housing, etc), it
may be difficult to find such experience and expertise in one
person,

The HKIS’ Proposal

The HKIS recommends that the ”Airport Authority structure” of
having a non-executive Chairman and a Chief Executive Officer
be adopted. This arrangement is also adopted by the HKHS,
the HKHA and the LDC and have proved to be successful. The
system also provides the necessary checks and balance and
avoid too much power being focussed on one person. We have
no doubt that the Chief Executive Officer to be appcinted by
the LDC will be very efficient and of a high caliber but still
consider that “two minds are better than one”. The
arrangement proposed by the HKIS will enable the URA to be
benefited by a larger reservoir, of experience and expertise.
This system was also adopted when the MTRC was first
established.
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20.0 CONCLUSION

20.1 The HKIS wish to show theéir full suppaort of this break through
approach to UR. We are confident that the approach as
outlined in the Paper will be the road map for UR and the
building of Hong Kong into a modern, well planned,
environmentally friendly city. The approach will also improve
the living and working conditions of the residents and workers
in the dilapidated old buildings. [t is an ambiticus plan. Hong
Kong has had a track record of accomplishing many ambitious
plans in the past and the HKIS is confident that this will be
another successful business plan.

20.2 Many members of the HKIS have spent hours deliberating on
the various issues relating to the Paper, the Bill and the URS. It
has not been possible for us to put down all the views
expressed or the arguments pertaining to each of these issues.
The HKIS will be happy to have further discussions with the
Government on the subject of UR.

THE HONG KONG INSTITUTE OF SURVEYORS
. December 30, 1999

DCL/h:davidfura/urapaper
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Adhoc Committee Members on LDC Projects
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Mr. K K Chiu -

Mr. CK Chan

Mr. Eric Yeung

Dr. Li Ling Hin

Mr. Ng Hang Yiu

Mr. Alain Lau
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APPENDIX 3:

The Hong Kong Institute of Surveyors
Open Forum con “Urban Renewal Authority Bill”
7 December 1999
Opinion from Members

Comments

Obiectives

s Whenever a scheme/project is identified, the owners of those

existing buildings would be unwilling to pay maintain cost as it may
not be compensatable under law.
(response from chairman : Gov't's intention is not to pull down all
the bldgs. Some of them have to maintained properly. There are
approximately 3,900 bldgs required rehabilitation but not
redevelopment.)

= URA should not take part in the redevelopment. [t should play the
role in resumption and clearance and sell the clear site through
auction or tender.

(response from chairman : It should be put in item 11.)

General comments

e No comment.

Shortcomings of the existing system

e ltem 3.3, 3.5 and 3.6 should be elaborated with.reasoning.
(response from chairman : in order to make the statement short and

_ precise, the reascns have not been mentioned.)

Urban renewal agents

» How to encourage private developers to underge UR? eg
exemption of GIC from GFA calculation... -
(response from chairman . it should be put in item 10.)

Rehousing agents

s No comment.

Compensation.valuation for acquisition of properties

+ 6.1-6.4 are mentioned in the existing ordinances.

« 6.5is disputable.

s 6.6 - Interest rate set in those resumption ordinance is too low and
unreasonable. No one is willing to put his money in bank at lowest
interest rate. :

« Only small portion of bldgs. require redevelopment (ie 2,200 nos.).
Generous compensation should be aflowed.



10.

11.

12.

13.

14.

16.

APPENDIX 3:

Comments

Planning Procedures

No comment.

Improve urban design at special locations of interest

Gov't should resume those properties with special interests
immediately instead of requesting the owners to preserve them. In
fact, the owner may face difficulties in maintaining them as special
techniques are normally required. The burden should be
undertaken by the Gov't.

(response from chairman : it should be put in item 13.)

Financial arrangement

The benefit of foregoing premium will go to URA only.

The density of urban area is quite high. Relaxation of PR may not
be appropriate.

(response from chairman ' the high ‘population’ density of some
area is usually due to unauthorised bldg. works which enlarge the
fiving space as well as population.}

Relaxation of PR should apply to those large site proposed for
comprehensive development.

Pl see the comment in item 4.

Dispasal of land by the URA

Pl. see the comment in item 1.

Facilitating UR by the private sector

Notwithstanding the argument contained in the discussion papey,
property right should be respected.

Preservaticn of existing buildings

Pl. see comment in item 9.

Preventive maintenance scheme

*

fnput from BSD is expected.

Facilitate maintenance, improvement and alternation work_to existing

“buildings

Insurance scheme should be introduced to safeguard the
Authorised Persons, Structural Engineer, etc.
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17.

18.

h:david/ura/app3

Comments

Take over the LDC

¢ No comment

The URA board

¢ No comment.

Other Comments

APPENDIX 3:

¢ The institute should emphasise our support and encouragement on
rejuvenation of old bldgs, ie preservation and maintenance.

*t*Endi**
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