CB(1)651/04-05(01)
LR R R

The Government of the Hong Kong Special Administrative Region

Housing, Planning and Lands
Bureau

> BEZ2 Rk
AETFEEJI< R

Murray Building, Garden Road,

Hong Kong
* B #4555 Our Ref. HD/PS 9/2/1/152 @ 3 Tel No. 2761 5086
% S 455 Your Ref. B~ %2 FaxNo. 27617445

6 January 2005

Clerk to LegCo Panel on Housing
Legislative Council Secretariat
Legislative Council Building

8 Jackson Road

Central

Hong Kong

(Attn: Miss Odelia Leung)

Dear Miss Leung,

Legislative Council Panel on Housing
Lease Modification for Hunghom Peninsula

| 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. | am
hence enclosing a set of correspondence preceding 17 January 2004 to give
Members additional background information.



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
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those grounds to the Commissioner for Rating and Valuation for his
considecration. Notwithstanding that, our client hereby expressly reserve their
right to submit further and/or alternative arguments in case the Commissioner
is not prepared to entertain their present request.

Yours faithfully,

Cheung, Chan & Chu

c.c. Client
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) ucen’s Road East, Wanchai, Hong Kong,
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Solicitors & Notaries Tel €% : (R52) 2868 2082, (852) 2230 2000
Agents for Trade Macks and Parents Fax % : (852) 1845 3467

E-muail: officc@eccunde.com.hk

YOUR REE DATE 8" January 2004
ourrer  PC/LC/37000/03 PLEASE REFLY TO _ Mr. Leo Cheng
Bv Fax: 2845 1017 (02 pages)
Legal Advisory and Conveyancing Office 17 letter
Lands Department |
HONG KONG URGENT
Attn.: Mr. A. L. Robertson, JP
Dear Sirs,
Re: Mediation
We thank you for your letter earlier today, the contents of which are
noted.
For the sake of clarjty and ccrtainty, we write to confirm that, subject
to those relatively trivial issues as identified on the last day of the mediation
which are to be resolved by the parties through discussion, a binding contract
has now been struck between our client on the one part and the Housing
Authority and the Government of the HKSAR (“the Government™} on the other
part under which the Government hasg agreed to modify the relevant
government lease to the effect that our client will take up the Hunghom
Peninsula development as a private developer in consideration of our client’s
payment of a premium of HK$864 milljon.
.12,
PARTNERS: SENTOR CONSULTANTS:
Choeung King Poons, Derek 103 WEMES 2522 4986 * Chung Kwok Cheong MUALLLB SB3EE 1511 2904
Cheny Huen Ming, Lo LL.R AR EIRER 25305262 Wan Chi Shing, Tomy  LLLRB FRNITE 25256634
lLoung Clun Kyen, Noal 1LE TERBFEH 22302013 * Susan Johnson LR §& I NE A 25\?8 1002
Dawnd A. Fak MALLACANTAR R L2468 1585 1008
ASSOCIATES: *Newary Poebfic
Wimg Slu Mei, Simee LLRB T 22301003 CONSULTANTS:
Tam Chi Keung, Derick oot 22302053 Ho Sw Han, Pargy .3 -'5]4,*‘.".‘:1]»»-“4"?-.5 £e30 Dﬁ,
Tsz Mun Han Mandy LB HEIFE 22301038 Charles Alexance: WAlliamy BRI 12302090
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Yours faithfully,

4.

Cheung, Chan & Ch
c.c. Client
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4 2= Unit 5305, 55thFloor, Hopewell Centre,
% Fi éﬁ /ﬁg: gFF AT No.183 Queen's Road East, Wanchai, Hong Kong.
CHEUNG, CHAN & CHUNG EEMITEE KERIBIR AT P 55T #5505%

Tel €% : (852) 2868 2082, (852) 2230 2000
Fax 1% . (852) 2845 3467
E-mail: office@ccandc.com.hk

Solicitors & Notaries
Agents for Trade Marks and Patents
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YOUR REE DATE 9" January 2004

QUR REE PC/LC/37000/03 PLEASE REPLY TO Mr. Leo Cheng

By Post & By Fax: 2845 1017 (05 pages) _
Lands Department Subject to Contract and Negotiation
. Legal Advisory and Conveyancing Office and without prejudice

20/F., North Point Government Offices

333 Java Road, North Poi T
aovoxoms URGEN

Attn.:.  Mr. A. L. Robertson, JP {_—

v

Dear Sirs,

Re :  Kowloon Inland Lot No. 11076 — Hunghom Peninsula
- Proposed Lease Modification

We refer to:-

(i)  your letter dated 30™ December 2003; ‘

(1) Department of Justice’s letter to our firm dated 12" November 2003;

(u1) Lands Department’s letter dated 7" February 2003 to First Star
Development Limited enclosing the draft modification letter; and

(iv)  First Star Development Limited’s letter dated 20™ February 2003 to
Lands Department -

all on the captioned matter.

A2,

PARTNERS: SENIOR CONSULTANTS:
Cheung King Poon, Derek  LL.B EEwkiEer 2522 4986 * Chung Kwok Cheong M.ALLL.B WSE G 2522 2904
Cheng Huen Ming, Leo LL.B ERASSREA 15303262 Wan Chi Shing, Tony  LL.B FREMES 25156034
Leung Chun Kuen, Noel  LL.B FamAEEE 22302033 *Susan Johnson LL.B sEWRELN 2588 1002

David A. Fok MALLCANTAR B 24885 2588 1003
ASSOCIATES: “Nocary Public
Wong Stu Mei, Stmee LILB T s ALiE 3 TI300E CONSULTANTS:
Tam Chi Keung, Denck He Sat Han Pace LB
Tse Mun Har Mandy 1LL3 Thares Alexanaer Williams
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SC (36)k)(i) and SC(36)(D(i)

According to the draft modification letter, SC(36)k)(i) shall be
deleted and our client consider that it shall remain to be s0.  Please refer to
Paragraph (1)(A) of the draft modification letter. Therefore, the amendment
to SC(36)(k)(i) as proposed by your goodselves in your letter of 30™ December ..
2003 appears to be irelevant. 1In its stead, amendment should be made to
SC(36)(D(ii) to reflect the parties’ consensus that “the Purchaser shall be
allowed to dispose of the Residential Parking Spaces freely 9 months after the

date of the first assignment of a residentia] flat in the building or buildings
erected or to be erected on the lot™.

Our client’s proposed wordings of the revised SC(36)()(ii) are:

“During q period of nine months Jrom the date of the first assignment of a
residential flat in the building or buildings erected or 1o be erected on the ot
no Residential Parking Space shall pe assigned except

(1) rtogether with undivided shares in the oy 8iving the right of exclusive use

and possession of a residentiql fat or flats in the building or buildings
erected or to be erected on the lot; or

(1) to a person who is already the owner of undivided shares in the lot with
the right of exclusive use and possession of a residential Aat or flats in
the building or buildings erected or o be erected on the lot. "
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SC(36)(a) and SC(36)(1)(i)

Since our client will be entitled to dispose of the Residential Parking
Spaces to outsiders other than the owners of the residential flats 9 months after
the date of the first assignment of a residential flat and such outsiders might not
own residential flat in the building or buildings erected on the lot, they propose
that the restriction of “parking of private cars belonging to the residents of the
residential flats _..” in these SCs should be removed.

In this connection, the last sentence of SC(36)(a) should read:

“... The spaces so provided shall not be used Jor any purpose other than for the
purposes of parking of private cars licensed under the Road Traffic Ordinance
and shall not be used for the storage, sale or exhibiting of motor vehicles.”

And SC(36)(1)(1) should read:

"The Residential parking Spaces provided within the lot in accordance with
sub-clause (a) of this Special Condition shall not be used for any purpose other
than for the parking of private cars and shall be designated as such on the

approved car park layout plan referred to in sub-clouse () of this Special
Condition.” |

Our client previously made a proposal of granting the owners of
residential flats a first right of refusal in the penultimate paragraph of their
letter dated 20" February 2003. Please be informed the same is hereby
formally withdrawn.

LS
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Re-approval of DMC

In view of the complete change in the nature of the development, i.e.
from a PSPS development to a private development, the current DMC needs to
be redrafted completely and new approval has to be sought from the Director of
Lands. As a term of our client’s accepting the lease modification, the Director
of Lands shall covenant to use his endeavour and without undue delay in
processing their application for approval and in approving the new DMC,

Lands Department’s letter dated 7% F ebruary 2003

Since the claim for losses and damages have not been settled and the
current proceedings under HCA2761 of 2003 will continue, naturally our client
cannot agree to the conditions imposed in the 2™ last paragraph on page 2 of
Lands Department’s letter dated 7" F ebruary 2003.

As to the cost of the Surveyor and the indemnity to the Director of
Housing in respect thereto mentioned in the last paragraph on page 2 of Lands
Department’s letter dated 7 F ebruary, our client are agreeable to the same.

Our client’s right to make further proposals on modification of the
relevant lease and/or to amend the terms previcusly proposed is hereby
expressly reserved.  For the avoidance of doubt, other than the amount of the
premium payable by our client, nothing contained herein or in any other
correspondence (verbal or in writing) with you and/or any departments of the

IS,
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Government on this subject-matter are to be taken as binding on our client in

any way unless and until formal documentation shall have been duly executed
by all the parties concerned.

Yours faithfully,

Y
Cheung, Chan & Chungp_\
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Tel: 2231 3725

Fax: 2845 1017

Our Ref: LACO 1/316/2003 SF4 Pt 2
Your Ref:

Messrs Cheung, Chan & Chung
Unit 5505, 55/F Hopewell Centre
183 Queen’s Road East

‘Wanchai

Hong Kong

- Dear Sirs,

@

K & F
EREBARATES E
LEGAL ADVISORY AND CONVEYANCING GFFICE
LANDS DEPARTMENT

15 January 2004

By Fax : 2845 3467
Without Prejudice and subject
to comtract and negotiation

Mediation

I refer to your letter dated 9 January 2004 and am instructed to reply as follows :-

SC (36)(k)(1) and SC (36)(1)(ii)

Your point as to SC {(36)(k)(i) having been pi'oposed to be deleted is noted.
It is intended to be replaced by SC (36)(1)(ii). Your proposed amended wording of
SC (36)(1)(11) is agreed subject to (I) and (1) being amended to :-

“(I) together with the undivided share or shares allocated to a residential flat in
the building or buildings erected or to be erected on the lot and the right of
exclusive use and possession of that flat; or

(I}  to a person who is already the owner of an undivided share or shares in the
lot allocated to a residential flat in the building or buildings erected on the lot and
of the right of exclusive use and possession of that flat”

The amended wording reflects the legal position more accurately than the
wording in (I) & (II) in SC (36)(1)(ii) as per the draft Conditions attached to the
LAOQ letter dated 7 February 2003 to you. The amended wording also allows for
the allocation of only one undivided share to a flat (the previous version did not)
and avoids the implication of a possibility that an undivided share or certain
undivided shares might be allocated to more than one flat. It also avoids the
incorrect statement of an undivided share or shares giving a right of poOssession.

L

SC (36)(a) and SC (36)(D(0)

Your amendments are agreed.

The withdrawal of your client’s propesal of a first right of refusal is noted.

F20% Ik Nerth Point Government Offices, 332 Java Raac, North Fgoint, Hong Kang.
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Re-approval of DMC

It is agreed that the DMC as approved needs to be revamped and
resubmitted. As with all DMCs submitted to LACO for approval, I assure you and
. your clients that the approval of the revamped DMC when submitted to LACO
will be processed as quickly as possible and without any undune delay.

To expedite matters I suggest that the “new” DMC and checklist are
submitted to LACO as soon as possible.

Lands Department’s letter dated 7" February 2003

Once the carpark alienation clause has been agreed I intend suppiying you
with a fresh basic terms offer letter. In lieu of the penultimate paragraph on page 2
of the letter dated 7 February 2003, I propose a paragraph along the lines of :-

“This basic terms offer, the ensuring modification and the agreeing and the
payment of premium are and will be on the understanding that they are not and
will not be construed as an admission of any breach of the conditions by the

Government or the Housing Authority or of your accepting or acknowledging that
there has been no breach of the Conditions.”

If there are now any obstacles remaining to be overcome before the new basic
terms offer letter is issued, please do not hesitate to call me. Otherwise, I look
forward to your confirmation by return that ail matters relating to the basic terms

offer are agreed so that the agreed date of 17" January 2004 for the making of the
formal basic terms offer can be met.

Yours faithfully,

——

e

(A.L. Robertson)
Assistant Director/Legal
for Director of Lands

DD/G (Attn : Mr J S Cormgall) By Hand
Dof] {Attn : Mr Gregory Payne) By Fax : 2869 0062
DofH (Attn : Mr Vincent Tong) By Fax : 2762 1110

This message and any attachment is intended jor the use of the addressee uniy. [t may contain information which is canfidennal and/or
legaily privileged. You are herebv notified thar no unauthorised disciosure or use of this message is permitted. [f vou have received ihis

message by misieke, piease notry us immediateiv and delete or destrov this message. as appropriate. Any liability arising from the use of
this intormation 15 excluded.



