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Dear Miss Leung, 
 

Legislative Council Panel on Housing 

Lease Modification for Hunghom Peninsula 

 I provided Members, under cover of my letter of 10 December 2004, a 
copy of 16 letters between the Lands Department and the developer’s solicitor 
during and subsequent to the lease modification in the period from 17 January to 
7 December 2004.  
 
 The correspondence mentioned above covers the lease modification in 
question and reflects the outcome of the Government and the Housing 
Authority’s mediation with the developer in December 2003.  Prior to 
17 January 2004, the Government had also exchanged correspondence with the 
developer concerning the detailed terms and conditions of lease modification 
and the developer’s claims against the Government and the Housing Authority.  
As some of the correspondence was marked “without prejudice and subject to 
contract and negotiation” or similar, we then considered it necessary to obtain 
the developer’s confirmation that his previous consent to disclosure also applied 
to such correspondence.  That confirmation has now been obtained.  I am 
hence enclosing a set of correspondence preceding 17 January 2004 to give 
Members additional background information.  
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 This series begins with a letter from the developer (First Star 
Development Ltd.) to the Lands Department applying for lease modification of 
Kowloon Inland Lot No. 11076, i.e. the Hunghom Peninsula site.  This was a 
response to the Government’s suggestion in late November 2002 subsequent to 
termination of the Private Sector Participation Scheme (PSPS) and 
Government’s decision to dispose of surplus PSPS flats through negotiation 
with the developer for lease modification to enable sale of the flats in the open 
market after payment of premium.  In response, the Lands Department issued a 
basic terms offer dated 7 February 2003.  That offer provided for the premium 
payable to be determined.  As Members have already been advised, 
negotiations in early 2003 on the premium payable did not result in agreement. 
 

In December 2003, the Government re-opened negotiations with the 
developer through mediation, which concluded on 23 December 2003 with 
provisional agreement on the modification at a premium of $864 million.  A 
further exchange of correspondence on details of the modification, some of 
which touched on the developer’s claims against the Government and the 
Housing Authority, then followed. 

 
 The correspondence mentioned above will facilitate Members to 
follow through the lease modification process.  The correspondence made 
reference to a letter from the Department of Justice in November 2003.  After 
careful consideration, the Department of Justice advised that this letter and 
others related to it should not be disclosed at this point in time since they may 
affect the Government and the Housing Authority’s on-going litigation with the 
developer. 
 
   The two batches of correspondence provided to Members should 

enable Members to form a complete picture of the negotiation process in 
respect of the lease modification process.  Members may wish to note that the 
terms and conditions for the lease modification remained largely the same 
throughout the process which started in November 2002. 

   
Yours sincerely, 

 
 
 
 

( Miss Joey LAM ) 
for Secretary for Housing, Planning and Lands 

 



 
Exchange of Correspondence between the Government and 

Solicitor on Mediation 
Index of Documents 

 

Date From  To 

27 Nov 2002 First Star Development Ltd. Lands Department 

7 Feb 2003 Lands Department First Star Development Ltd. 

20 Feb 2003 First Star Development Ltd. Lands Department 

30 Dec 2003 Lands Department Developer’s Solicitor 

8 Jan 2004 Lands Department Developer’s Solicitor 

8 Jan 2004 Developer’s Solicitor Lands Department 

8 Jan 2004 Developer’s Solicitor  Lands Department 

9 Jan 2004 Developer’s Solicitor Lands Department 

15 Jan 2004 Lands Department  Developer’s Solicitor 

 
 
 






















