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17 February 2010

The Hon Chan Kam-lam, SBS, JP
Chairman of the Subcommittee on Land
(Compulsory Sale for Redevelopment)
(Specification of Lower Percentage) Notice
Legislative Council Building

8 Jackson Road, Central. Hong Kong

Dear Mr Chan,

Land (Compulsory Sale for Redevelopment)
(Specification of Lower Percentage) Notice

The Hong Kong Institute of Surveyors (HKIS) welcomes the Administration’s
proposal to change the application threshold to 80% as specified in the subject Notice
in respect of the following three classes of land lots:

(a) a lot with units each of which accounts for more than 10% of the undivided shares
in the lot;

(b) a lot with all buildings aged 50 years or above; and

(c) a lot that is not located within an industrial zone and with all the buildings on the
lot being industrial buildings aged 30 years or above.

HKIS is of the view that the above proposal can help expedite redevelopment of

dilapidated buildings for the benefit of our community and at the same time can strike

a balance of interest between the majority owners, accounting for not less than 80% of

total ownership of a lot and agreeing to sell their properties for redevelopment, and the
minority owners, accounting for less than 20% of total ownership of the same lot and
choosing to retain their ownership for whatsoever reasons.

For the interest of the affected owners, in particular the minority owners. HKIS, with
co-ordination of the Development Bureau, will provide free information services to
the affected owners through public forums to be held by HKIS regularly in addition to
answering enquiries by the staff of The Hong Kong Housing Society at their 10
property management advisory centres with professional support by HKIS. The
objective of the said free information services is to let the affected owners have a
better understanding of the Land (Compulsory Sale for Redevelopment) Ordinance
(Cap 545) and know how their interests can be protected under the Ordinance.
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HKIS’s previous submissions to the Panel on Development of the Legislative Council
are also attached for your information.

Yours sincerely.

Margartét Yung
Senior Manager

Encs.

c.c. Mrs Carrie Lam, Secretary for Development
The Hon Patrick Lau, Legislative Councillor
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19 June 2009

The Hon Lau Wong Fat, GBM, GBS, JP
Chairman of Panel on Development
Legislative Council

Legislative Council Building

8 Jackson Road

Central

Hong Kong

Dear Mr Lau,
Proposals to facilitate redevelopment by the private sector:
Applications threshold under the

Land (Compulsory Sale for Redevelopment) Ordinance

We note that the Panel on Development will discuss the captioned issue at its meeting on 23 June 2009
and would like to reiterate our stance.

The Hong Kong Institute of Surveyors supports the latest proposal as submitted by the Development
Bureau for a lower application threshold of not less than 80% for the following three classes of lots :

(a) lots with “all units but one” acquired;
(b) lots with all buildings aged 50 or above; and

. (c) lots with industrial buildings aged 30 or above located in non-industrial zones.

As we raised to you in our submission dated 31 March 2008, copy attached for your easy reference,
there is the need of a mechanism to combat “multiple ownership” which is the fundamental blockage
to urban redevelopment. The current mechanism is built on the confidence and trust in our Jjudiciary
system to ensure that the minority owner will receive fair and reasonable compensation for his interest
in a lot. We consider that it is opportune to make such mechanism more efficient. The new
proposal on industrial buildings will more effectively address the situation of underutilized industrial
sites that are ripe for redevelopment for other non-industrial uses being cramped with building fabrics
in dilapidated conditions.

Thank you for your attention.

Yours sincerely,

O-MWM~

Francis Leung
President

Enel.

¢c.  Mrs Carrie Lam, Secretary for Development
The Hon Patrick Lau, Legislative Councillor
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THE HONG KONG INSTITUTE OF
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31 March 2008
The Hon Lau Wong Fat, GBM, GBS, JP (By Post and
Chairman of Panel on Development by Fax no: 2185 7845)

Legislative Council
Legislative Council Building
8 Jackson Road

Central, Hong Kong

ce:
Mrs Carrie Lam, JP

Secretary for Development

Development Bureau

8/F West Wing, Central Government Offices
11 Ice House Street

Central

Hong Kong

Re: Proposals to lower the compulsory sale threshold for specified classes of lots
under the Land (Compulsory Sale for Redevelopment) Ordinance (Cap. 545)

In order to remain as leader of economie development in the region and maintain the robust
local economy, we have to put our most scarce resource of our community — land, to the
optimum use. Furthermore, private owners holding assets in properties would be striving
for the opportunities to release the potential of these assets, which very likely are the
greatest investment in their lifetime, that they have been hanging on for long time.

Most oppositions raised against the recent revision, in deed improvements, to the current
Cap 545 operations claimed that this system of “private compulsory purchase” should be
built on an enhanced and “human based” town planning mechanism. To this, we would
remind them that there are certain districts in our urban area already under modern
planning control with well instituted infrastructure yet because of the problem of “multiple
ownership” in the land title, redevelopment has been frustrated and the building fabric are
now left to deteriorate. Examples are some old industrial areas which experienced their
prosperity in the-times of “manufacturing economy” back in the 60°s and 70’s and now
moving into their stage of “economically obsolete”. With a diminished functional value
and coupled with the low incentive for repair and maintenance, these buildings are slowly
stepping into their stage of “physical obsclete”.
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There is the need of a mechanism to combat “multiple ownership” which is the
fundamental blockage to urban redevelopment. There is a need for such mechanism as
the life span of all buildings are limited though could be extended with all owners
concerted efforts of repair and maintenance. After 10 years of operation of the Cap. 545
mechanism, we have seen slow progress of facilitating urban renewal. We are now
expecting more redevelopment projects of certain decaying blocks and underutilized sites
coming up with the increased number of “collective sales”. Most of such projects are in
fact initiated by the owners themselves who are seeking realization of the potential of their
property right on top of the strong desire of improving their living environment.

The lowering of the threshold from 90% to 80% will certainly increase the chance of such
projects coming into fruition. In such cases of collective sale, we do not see the situation
or the accusation of “extortion by developers”, instead we normally find certain minority
owners taking obstruction against the majority owners. Our fair remark is that the rights
of both of the “majority” and “minority” have to be respected as all their rights are

interlocking and interactive,

Afterall, we have the full confidence and trust in our judiciary system in the operation of
such Cap, 545 mechanism. In this regard, we would highlight a few points addressed by
the Court of Final Appeal in the case of Capital Well Limited vs Bond Star Development
Limited (Final Appeal No. 4 of 2005)(Civil).

The judgment confirmed that the objective of the Cap. 545 aims to facilitate urban renewal
by preventing the infinite obstruction of a redevelopment by any minority owners who may
seek to extract a wholly unreasonable price or “ransom” for permitting the redevelopment
to proceed.

It was also acknowledged by the Court of final Appeal that the Ordinance aims to ensure
that the minority owner received fair and reasonable compensation for his interest in the lot.
Such compensation may be that which the minority owner agrees to accept or that which
represents his share of the market value of the lot, reflecting its redevelopment value, as
determined at a public auction, subject to a reserve price approved by the Lands Tribunal.

Before the Lands Tribunal can make & compulsory order, the majority owner should fry to
reach agreement with the minority to purchase the latter’s interest on fair and reasonable
terms, the Court further clarified these basic principles.



The Court pointed out that if duly satisfied that the rejected offer of terms, from the
majority owner, was fair and reasonable, the Lands Tribunal may make the order, leaving
the value and level of compensation to be determined by the public auction. On this, we
would point out that there was an actual case whereby the final price achieved from the
auction was 40% over the reserve price approved by the Lands Tribunal. Under the
provisions of the current mechanisin, the enhancement was shared by all the owners.

In short, we are in support of the latest proposals to lower the threshold to 80% for the two
classes of lots namely *all units but one” and “aged 40 years or above”. There is a need
for such mechanism in Hong Kong and that it is opportune to make it more efficient.

Yours sincerely,

Yu Kam Kung
President
The Hong Kong Institute of Surveyors
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Submission to
Legislative Council Panel on Development
Proposal to Facilitate Private Redevelopment

Purpose

This paper expresses the views of the Hong Kong Institute of Surveyors (the
Institute) on the proposals of Development Bureau to lower the compulsory land sale
application threshold under the Land (Compulsory Sale for Redevelopment) Ordinance,
Cap. 545 (the Ordinance).

Background

2, In August 2005, the Institute released a paper outlining the position and
recommendations of the Institute relating to the Ordinance to the Government. In
March 2006, the Government issued a public consultation document seeking views on
the practicability of 3 proposed clauses of lots to enjoy a relaxed threshold.

3. The Institute has widely consulted its members and in general the consensus
was in support of a legislated mechanism to curb the problems of site assembly caused
by multi-ownership in Hong Kong as a means to facilitate urban renewal. The then
Government’s proposal of 3 classes of lots to enjoy lowered threshold was welcomed.

Current Proposal of Government

4, It is noted from the paper of January 2008 to LegCo that the Development
Bureau intends to proceed with designating the following two classes of lots in a
Gazette Notice, as subsidiary legislation, for a lower application threshold of not less
than 80% :-

a. lots with “all units but one” acquired; and
b. lots with all building(s) aged 40 or above.

Institute’s Views

5. A Working Group has been formed within the Institute and the latest proposals
have been studied.

6. The Institute considers the latest proposals a step forward to foster the urban
renewal process by the market forces. The proposal would create a greater degree of
certainty for implementation of redevelopment project. This would serve to encourage
more collective sales of buildings that are in need of redevelopment as well as
enhancing the chance of success for similar exercises.



7. Through collective efforts, owners of individual units will be rewarded with
an amount reflecting not only value of the individual units but also their shares in
redevelopment value of the site. It is evident that the Ordinance serves its
function as a catalyst in the urban renewal process. The provisions also helped
to check the unjustified extortions of the minority on the majority yet generating
opportunities of "win-win" to all the owners whilst having better use of the scarce
land resources of the community and resurrecting urban decay.

8. There is the belief and trust that the Lands Tribunal has sufficiently been
empowered under the provisions of the Ordinance to adjudicate and safeguard
the interests of the minority owners over the valuation of properties and to
consider whether redevelopment is justified having regard to the age and state of
repair of the existing buildings. The Lands Tribunal will also consider whether
the majority owner ie the applicant, has taken reasonable steps to acquire all the
undivided shares in the lot before applying for an order for sale.

9. As for defining the “unit” in the “all but one” class, we have the following
suggestion :

“An existing entry in the Land Registry which corresponds to an accommodation
which has been shown on the approved building plans based on which an
Occupation Permit has been issued, or the subsequent amended building plans
approved by the Building Authority.”

10. Although the latest proposal of the Development Bureau is welcomed and
supported, yet there were views expressed that more in depth review of the
provisions of the Ordinance to improve efficiency and encourage urban renewal
course be made.

Prepared by the Hong Kong Institute of Surveyors
28 February 2008





