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Hong Kong
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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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'For and on behalf of First Star Development: Lirmited:

FIRST STAR DEVELOPMENT LTD.
;O* Foar, NeENIWO'r{d 'To.we?,'18 Quesn’s Road (;err_dz-i!,, Hong _Kpr}g

Private and Cohﬁdenﬁal
Novermber 27, 2002

Mr. Herbert Y.S. Leung, JP

Lands Department

Hong Kong Governrmert SAR

20™ Floor, North Point Govemmen‘t Oﬁlc:es,
333 Java Road; North Pomt )

Hcmg Kong

Dear Mr. Leung ’ ) e

fBJe : Kowloon Inland Lot No.11076 - o )

2
1S

‘We en1oyed meeting with: yeursef and: representatives from your, Department as well -

as from the Hausi ing Department earlier fast week’ concernmg the deveiopment on
the captioned lot. As discussed and requested we are ~writing formally to seek

modifications to the General .and Special Condmons of the Condltlons of Saie
-No-12547 In respect of Kowloon lnland Lot Na.T1076.

As you are aware, the ex15tmag Concxmons of Sale N012547 are granted on the bas

. that the development on Kowioon Iinland LOL No1]076 will' be a Private: Sector'-._
" Participation Scheme development. In- view' of the change in the government’s

housing pollcy, the development will now: become a private development thefeby
making certain Special Conditions of the Conditions of Sale which are specmc anct

" catered for-the Private Sectar Participation Scheme no longer app[zcab{e Alsg, the

draft Deed of Mutual Cavenan‘t have to be amended accordingly. In ‘these respects

-and- sinece we -agreed tha‘c time is of the essence, we suggest- a mesting amongst

ourselves be held as soon as. pOSSIb[e o identify all the relevant Condations, terms
qnd other matters that meed t0 be amended and/er deleted.

In consmiermg our apphcatxons for modlflcation and assessing the premlum payable,

you would appreciate that we have already completed the developrment (both the -

‘certificate of complianee and occupation permﬂ‘» have been issued), that substantial

improverment works have to be undertaken by us for converting the development inta '
a private development, that the current property market is still rather mactive, and

. that a bulk purchase rarher than individual sale and purchase is 'irjvoi\'/ed.

We look fe rward to _};eering from you.

Yours sincerely,
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Your Ref: 83 Java Road, North Point
g Kong
By Fax (2131 0668) and
By Recorded Delivery
: —[ February, 2003

First Star Development Lid.
30/F., New World Tower, Without Prejudice
18 Queen's Road Central, IR
Central, ‘ , 7-/[ i e
Hong Kong

(Attr: Mr, LEUNG Chi Kin, Stewart)

Dear Sirs,

Propesed Modification
Hung Hom Bay Reclamation Area, Kowloon
Kowloon Inland Lot No. 11076

I refer to our previcus correspordence on this matter and now write to

.confirm that I am prepared to recommend to the Government of the Hong Kong

Special Administrative Region (hereinafter referred to as “the Government”) to
proceed with the proposed lease modification subject to the following basic terms :-

()  Premium: to be determined.
() Administrative Fee: to be determined.

(i) Development # General Condition No. 1(b) of the Conditions of
Conditons: . Sale No. 12547 (“the Conditions"), Special
Condition Nos: ()(b). (5), 6)(c), (6)(c), (§)(e)r (24),
25),, @28), (38), (9), (30), @L), (2, (33), (34 (35).
EEYEG), CE)KIE), [@2)(b), (42)() @2)(d). (42)(e),
42)(f), 42)(g) ©62(e), (62) (63), the Technical
Schedule and Appendix A thereto shall be deemed
tc be deleted,

FREAEDTE I RABTHEII P 207 NORTH PCINT GCVERNMENT OFFICES, 333 JAVA RQAD, NQRTH POINT, H.A
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0 ::pemal Condmon Nos (3)(d)(), ( )(e) (6)(a), (12),

(13), (14),(27), (36)(a), (36)() and (36)(x)(i) of the

. Conditicns shall be deemed to be deleted and
substituted by those Special Conditions set out in
the Pirst Schedule of the draft document enclosed
herewith respectively; and

4 the Specia]l Conditions set cut in the Second
Schedule of the draft document enclosed herewith
shall be deemed to be added to the Conditions as
‘Special Condition Nos. (36)(1), (64), (65), (66), (67),
(68) and (69).

The above is a brief summary-of the enclosed set of draft doctument for the proposed
transaction ("the Document"). You are requested to note that the draft document is
yet to be finalised and will be subject to any further amendments as the Governunent
thinks fit. In addition, your request for relaxation of the restricion on alienation of
residential parking spaces from the whole of the lease term to a certain peried from
the date of first assignment of residential flats to the flat purchasers as mentioned in
your letter of 23 December 2002 has been thoroughly ccnsidered but is not
acceptable. The other amendments suggested in your letter of 11 December 2002 and
23 December 2002 have been reflected in the enclosed draft document, where

appropriate.

The formal basic terms offer (with premiurn) in respect of the proposed
lease modification will alse contain a condition that you agree and acknowledge that
you shall have no claim whatsoever against the Governiment, the Director of Lands
and the Hong Kong Housing Authority in respect of any loss, damages, costs, and
expenses arising out of or in any way connected to the conversion of the
development on the lot from PSPS to a private development as a result of the
Government's current housing policy. The Government, the Director. of Lands and
the Hong Kong Housing Authority shall have no liability whatsoever in respect of
such conversion and anything connected thereto.

Further, it will bé a condition of the basic terms offer (with premium)
in respect of the proposed lease modification that notwithstanding the deletion of
Special Condiden No. (33) from the lease conditions upon the execution of the
Modification Letter giving effect to the proposed modification, you shall remain
liable and shall undertake to pay to the Director of Housing all the cost of the
Surveyor incurred up to the date of the Modification Letter and payable by the
Director of Housing to the Surveyor pursuant to the appointment of the Surveyor
made under Special Condition 'No. (33). You shall also indemnify the Director of
Housing against all claims (if any) from the Surveyor arising out of the termination
of appointment. Please liaise with the Director of Housing in relation to the

settlement and payment of such cost.

@’.'—::_':'_'5_—2_@_23 1325 +352 23523 4573 a
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Please reply writing indicating your agreement to proceed cn the
basis of the above terms by \U; YFebryary 2003,

It is anticipated that the premium together with the above bagic terms
would be formally offered to you as soon as possible. The premium figure will be
assessed on current values. To facilitate the exercise, you are invited to provide
information relevant to the assesament of premium to the Chief Estate Surveyor /
Valuation of this Department (attn.: Ms. Susan KU) at your earliest convenience.

I must point out that I am pet in a position to commit Government in
this matter and it should be clearly understood that Government will not consider
itself bound in any way by the contents of this letter. Any expenses which you may
incur in respect of the proposed transaction will be, before the legal document giving
effect to the proposed transaction is executed, at your own risk,

For the avoidance of doubt it is not intended that any legal obligations
are to be created or arisen, whether by act of part performance or otherwise in
favour of either yourselves ox Government, nor (regardless of whether any
correspondence may be entered into or an the subject) will Government accept any
such obligations by virtue of this letter.

My letter of 16 December 2002 under ref. (64) in this series is hereby
superseded. ' '

 Should you have any. queries, please feel free to contact the
undersigned or M. Albert CHAN of this Office (tel. no.: 2231 3761).

Yours faithfully,

ELIY

(]. E. WHITE)
Chief Estate Surveyer (Atg.) /
Land Supply and Redevelopment Section

Enc]
b.cc. DofH (Atm.: Mr. Macre WTJ
& M. Terry LAM) }
AD/HQ (Atti: Mr. Herbert LEUNG) ]
AD/K (Al Mz, A K. PATON) }w /o encl.
ADPS/K&Ceor.  (Abr: Mrs. Karen HO) . }
CBS/V (At Ms. Susan KU) ) LANDS DEPT
' s gy
~ 7 770 nang
LR
CONPIIENTIAL RMCISTEY
Far Lo i ik o B Ve T b T T: p!— F l. 2:
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First Star Development Limiteq D R A FT

BY RECO DELIVERY

Dear Sirs,

w]o asto.]76

premium amounting to § and an administrative fee of § (the receipts wherzof
are hereby ack.nowledged), the  Government has approved 2 modification of Conditions of Sale

(D) With effect from the date of thjs letter: -

(A)  Genera Condition No. 1(b) of the Conditions, Special Condition

G1), (52, (33, (34), (35), COND, GO, @2, (4270)

(42)(d), (42)(ey, (32)(0), (42)(g), (2)(e). (62), (63), the Technical .

Schedule ang Appendix A thereto shal] be deemed 10 be deleted:

(B)  Special Conditio, Nos. (3)d)(if), (3)qe), (6)a), (12), (13), (14), (27),
(36)(@), (36)() and (36)(k)(ii1) shall be deemeq o be deleted ang

©)  the Specia] Conditions set out ig the Second Schedule hereto shal] be

Sraps
+~857 D|R1 234
SE=TE =200 17112

A
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(2) Except as hereby medified, all the terms and conditions contained 11 the
Conditions shal] remain in full force and effect.

(3),  You shall, if required by the Director of Lands so to do, executs a formal
- Agreement incorporating all the conditions herein centained in such form as
he may require.

(4)  The condition of re-eniry on the breach, non-observance or hon-performance
of any of the conditions contained In the Conditions shall extend to the
breach, non-observance or non-performance of any of the foregcing

conditions.

a First loating Charge) dared the 27¢ day of September 200] and registered in the Land Registry
by Memoria] No.8509433, to signify itg acceptance by €Xecuting under sea) by its lawfy] artorney
the other docket provided on this Jetter. After €xecution, please Terum o me both copies of this
letter together with a certified €opy of a resolution of your Board of Directors whereby authority is

Chief Estate Surveyor
Land Supply and Redevclopmfm[ Section
Lands Departmenpt

e A T

e Y
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We hereby agree 10 and accept the foregoing conditions. DH A F T

Witness
(Signature and name in block {Seal of First Star Development Limited and
lenters) : signatures and names in block letters of its

attesting officers and description of their
offices)

Address

Witness (Signed, sealed and delivered by

(Signature and name ig block

Tartarasy

the lawful attorney for and on behalf of The
Hongkong and Shanghai Banking
Corporation Limited)

Address :
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(@) (D) The Purchaser shaj] throughout the term hereby
agreed to be granted at his ownl expense after
completion of the landscaping  keep all
landscaped areas within the lot well cultivated,
managed and maintained to the satisfaction of
the Director.

Terms in Tender Notica form 3 (e Paragraphs 16 and 17 of the Tender Notice are
part of these Conditions expressly incorporated in and made part of these Conditions.

Building covenan: ©® (2 The Purchaser shall develop the lot by

Approved Landscaping Proposals and complying and in
accordance with al} Ordinances, byelaws and regulations
relating to building, sanitation and planning which are or may
al any time be in force ip Hong Kong, such building or
buildings 10 be completed and made fit for occupation on or
before the 22" day of August 2002,

Resmictions on the usc of (12)  Hand-dug caissons shall not be used except with the
hand-dug caissons Prior written approval of the Director.

Design of ground flaor stabs (13)  All eround floor slabs of any building or buildings to be
erected on the lot which are designed and intepded for the use
referred 10 ip Special Condition No.(7)(a) hereof shall be
designed and constructed as suspended ground floor slabs
supported on structural elements of the said building or
buildings provided thar the ground floar slabs within such

building or buildings intended for the parking of private

vehicles or goods vehicles Or service vehicles reed not be
suspended as aforesaid byr their design shal] be subject 1o the

Prior written approval of and their construction shal] be to the

satisfaction of the Director.

Estare Management  Office, {14) The Purchaser shaj] at his own éxpense and to
O‘;’“;’s' C”"““é“; Offics e satisfaction of the Director provide within the lot one
ne Lontractors Offies Owners’ Committee Office (hereinafter referred 1o as “the

and Estate Management Office (hereinafier referred 10 as “the
Estate Management Office™) having a gross floor area nort Jess
than (40 square mewres and pot tXxceeding 170 square merres;
and a combined office for the cleansing contractor and the
maintenance  conmactor (hereinafter refarred to as “the
Conmactors Office™) having a gross floor area not less than 30

IS 5134
2P~-DEC-PHARd 1 7: 16 +E52 DARART ]RR

i)
~
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>quare meues and not exceeding 33 square metres which

offices shall
provided that:

(2)

(b)

serve the whoie of the development on the lot

the Owners” Committee Office shall not be used
for any purpose other than for the purposes of
meetings and  adminismrative  work of the
Ovwmers’ Committee or the Gwners’ Corporation
formed or to be formed in respect of the lot and
the buildings erected or 1 be erected thereon;
the Estate Management Office shall not be used
for any purpose other than for the purposes of
management of the building or buildings and
other facilities erected or 10 be erected on the lot:
and the Contractors Office shall not be used for
any purpcse other than for the purposes of
maintenance and cleansing of the building or
buildings and other facilities erected or to he
erected on the lot; and

the Owners’ Committee Office, the Egtate
Management Office and the Contractors Office
shall form part of the Common Areas referred to
in Special Condition No.(67)(2)(v) hereof,

The area so provided for the Owners” Committee Office, the
Estate Management Office and the Contractors Office will not
be taken into account for the purpose of calculating the
maximum total gross floor area stipulated in Special Condition
Nos.(11)}(b)(3) and (11)(b)(ii) hereof,

Reswiction on  alienation (27)  Pror
bzfore complianes

lo compliance with these Conditions in all

respects to the satisfaction of the Director the Purchaser shall

not except with the prior written consent of the Director and in
conformity with any conditions Imposed by him (including the
payment of such fees as may be required by him):

(2)

120

DA_NE "~ DAGA

assign, underlet or part with pessession of or
otherwise dispose of the lot of any part thereof
or any interest therein or any building or part of
any building thereon (whether by way of direct
or mdirect reservation, the grant of any right of
first refusal, option or power of attorney, or any
other method, arrangement or document of any

description) or enter into any agreement so to
do;

solicit or accept, whether directly or indirectly or
through a solicitor, agent, contractor or trusiee or
through a company in which the Purchaser or its
nominec is directly or indirectly the owner of
shares or which is the owner of shares in the

LOST DRt R4 Rkl

[Zi=]
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Purchaser or otherwise, any money, money’s
worth or other valuable consideration of any
description pursuant to any transachion, present
or future, conditional or unconditional whereby
the lot or any part thereof or any interest therein
or any building or part of any building thereon is
or may be sold, assigned, underlet or otherwise
disposed of or affected, or enter into any
agreement so to do; or

mortgage or charge the lot or any part thereof or
any mterest therein except for the purpose of the
development thereof in accordance with these
Conditions and then only by way of a building
mortgage, it being agreed that for this purpose a
building mortgage shal] be one-

(1)  whereby the Jot is mortgaged or charged in
favour of a licensed bank or a registered
deposit-taking company authorized ugder
section 16 of the Banking Ordinance to
secwre monies (and interest thereon)
advanced or to be advanced to the
Purchaser for the purpose only of
developing the lot in accordance with these
Conditions and for the payment of legal
and other professional fees in connection
with such development and the mortgage
(provided that such fees do not, in the
aggregate, exceed 5% of the tota) amount
secured by the mortgage), and for no other
purpose;

(i) under which sach advances (in the case of
work done) are to be made to the Purchaser
only in amounts o be cerified from time
0 time by the Authorzed Person
(appointed by the Purchaser under the
Buildings Ordinance for the development
of the lot) as having been incurred by the
Purchaser for the development of the lot;
and

(i) under which the mortgagee is obliged 1o
release any share or interest in the ot from
the mortgage unconditionally upon reccipt
of a2 sum representing the total purchase
price under an agreement for sale and
purchase approved by the Director in
respect of that share or interest in the Jot.

Space shall be provided within the lot to the

+852 2881 5334 S6%
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satisfaction of the Director for the parking of private cars at thee =
rate of not more than ome vehicle space for every five
residential flats or part thereof and not less than one vehicle
space for every seven residential flats or part thereof in the
building or buildings erected or to be erected on the lot (which

_ parking spaces are hereinafier referred to as “the Residential
Parking Spaces”). Each space shall have a minimom
measurernent of 2.5 metres x 5.0 metres with a minimum
headroom of 2.4 metres. The spaces so provided shall not be
used for any purpose other than for the purposes of parking of
private cars licensed under the Road Traffic Ordinance and
belanging to the residents of the building or buildings erected
or to be erected on the lot and their bona fide visitors or

- Invitees and in particular the said spaces shall not be used for
the storage, sale or exhibiting of motor vehicles.

Deposi of car parking layou (36) (3 A plan approved by the Director indicating the
plan . layout of all the manoeuvring, parking, loading and unloading
spaces provided within the lot in accordance with sub-clauses
(@), (&), (c), (), (e), (), () and (h) of this Special Condition
and the Car Park Common Areas referred to in sub-clause
(1)(iv) of this Special Condition. or a copy of such plan
certified by an Authorized Person (as defined in the Buildings
Ordinance) shall be deposited with the Dirsctor. No
fransaction (except a building mortgage under Special
Condition No.(27)(c) hereof or such other transactions as the
Director may approve) affecting the lot or any part thereof or
any building or part of any building erected or to be erected on
the lot shall be entered into prior to such deposit. The
manoeuvring, parking, loading and unloading spaces and the
Car Park Common Areas indicated on the said approved plan
shall not be used for any purpose other tha for the respective
purposes set out in sub-clauses (a), (b), (c), (d), (e), (), (g), ()
and (1} of this Special Condition. The Purchaser shall maintain
the manoeuvring, parking, loading and unloading spaces and
the Car Park Common Areas in accordance with the said
approved plan and shall not alter the layout except with the
prior written consent of the Director.

(36)  (kXil) The Purchaser (which expression for the
purpose of this sub-sub-clause shall not include its Successors
in title or assigns) may not assign, charge, mortgage, demise,
underlet, part with the possession of or otherwise alienate or
dispase of the goods vehicle Spaces, the manoeuvring space for
goods vehicles and refuse collection vehicles, the parking space
for kindergaren, the taxi lay-by and the spaces for vehicles for
disabled users (or any part thereof or any interesr therein)
required to be provided in accordance with sub-clauses (c), (d),
(). (D). (g) and () respectively of this Special Condition other
thaq to the manager appointed in accordance with the DMC (as
defined in Special Condition No.(67)(a)(Q) hereof) or a
corporation incorporated under the Building Management
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Ordinance (Cap. 344), which manager or corporation shall hold
the undivided shares attributable to the goods vehicle spaces,
the manoeuvring space for goods vehicles and refuse collection
vehicles, parking space for kipdergarten, taxi lay-by, and
spaces for vehicles for disabled users in trust for all the owners
of undivided shares in the lot. Provided that the said manager

. or the corporation may let the parking spaces for the

kindergarten to be provided in accordance with sub-clause (f)
of this Special Condition to the occupiers of the kindergarten.
The goods vehicles spaces, the manocuvring space for goods
vehicles and refuse collection vehicles, the taxi lay-by and
spaces for vehicles for disabled users shall be designaied as and
form part of the Common Areas referred to in Special
Condition No.(67)(2)(¥) hereof.”
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The Second Schedule

Restrictdon on €] 6)(1’)6} The Residential Parking Spaces provided within the et in

slienation of Residentis} accordance with sub-clause (a) of this Special Condition

Parking Spaces shall be designated as spaces for the parking of private
cars belonging 10 the residents of the residental flats in the
building or buildings erected or to be erected on the lot on
the approved car park layout plan referred to in sub-clause
(3) of this Special Condition.

(ii)  The Residential Parking Spaces shall not be:

(I) assigned except
(a) rogether with undivided shares in the lot giving
" the right of exclusive use and possession of a
residential flat or flats in the building or
buildings erected or to be erected on the lot; or

(b) 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 flat
or flats in the bulding or buildings erected or to
be erected on the lot; or

(II) underlet except to the residents of the residennal
flats in the building or buildings erected or to be
erected on the lot,

provided that in any event not more than three of the
Residential Parking Spaces shall be assigned or underlet to
the owner or resident of any one residential flat.

Allocation of undivided (iif)y  Pror to any assignment or disposal of any undivided share

’C“;r; ;‘;‘i:ei“’ Park allocated to the Residendal Parking Spaces or any interest
therein, the Purchaser shall allocate to those parts of the
car park which are for the common use and benefit anly of
the owners and occupiers of the Residential Parking -
Spaces, including but not restricted to the lifts, landings,
loading and unloading spaces, spaces for the picking up
and setting down of passengers and manoeuvring and
circulation areas (hereinafier referred to as "the Car Park
Common Areas”), a number of undivided shares in the lot
which in the opinion of the Director is appropriate.

Resmriction on (iv)
alienation of Car Park
Comman Arcas

The Purchaser may not assign, mortgage or charge or
otherwise dispose of or part with the passession of any
undivided shares allocated to the Car Park Common Areas
ar any interest therein or enter into any agreement so to do
except that the whole of the said undivided shares in the

Car Park Common Areas shall be assigned to and vestsd
n:-
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(I upon execution of the DMC (as defined in Special
Condition No. {(67)(a)(1)), the manager appointed in
accordance with the DMC who shall hold the said
undivided shares on trust for the benefit of all
owners for the time being of the undivided shares
allocated to the Residential Parking Spaces; or

(I} upon execution of a sub-Deed of Matual Covenant in
respect of any building or buildings or part or parts
thereof erected on the lot which includes the
Residential Parking Spaces (hereinafter referred to as
“the Sub-DMC"), the manapger appointed in
accordance with the Sub-DMC who shall hold the
said undivided shares on trust for the benefir of all
owners for the time being of the undivided shares
allocated to the Residential Parking Spaces.

(v)  Notwithstanding sub-clause (1)(ii) of this Special
Condition, the Purchaser may, with the prior written
consent of the Director (which he may grant or refuse at
his absolute discretion), assign the Residential Parking
Spaces and the Car Park Common Areas as a whole, but

only to a wholly-owned subsidiary company of the
Purchaser.

(vi)  Sub-clauses (1)(ii), (1)(iil) and (1)(iv) of this Special
Condition shall not apply to an assignment, underletting,
mortgage or charge of the lot as a whole.

(vii) Sub-clauses (I)(iii) and (1)(iv) of this Special Condition
shall not apply to an assignment, underletting, mortgage or
charge as a whole of the undivided shares allocated to the
Residential Parking Spaces and the Car Park Common
Areas.

(vill)  Sub-clauses (1)(iii) and (1)(iv) of this Special Condition
shall not apply to arn underletting of the Residentia]
Parking Spaces.

Provision of sales office  (64) Notwithstanding the maximum gross floor area permitted

and show flats under Special Condition No. (11) hereof, the Purchaser may erect on part
or parts of the lot separare temporary structures for the purposes of a sales
office and show flats and related marketing activities 1o facilitate the sale
of the building or buildings or any part or parts thereof erected or to be
erected on the ot in accordance with these Conditions. provaded that the
scale and period of operation of such sales office and show flats and
related marketing activities shall be subject to the prior written approval
of the Director and such other terms ard conditions as the Director shall
in his absolute discretion see fit to 1mpose.

Quarters for watchmen (63 (a)

: ‘ Quarters for watchmen or caretakers or both may be provided
N4 carglaxers

within the lot subject 1o the following conditions:

e N P Y Yo i A — ——— e
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within the lot subject to the following conditions:

(1)  that such quarters shall be located in one of the blocks of
residential flats erected on the lot or in such other
location as may be approved in writing by the Director;

(1i) that such quarters shall be provided with self-contained
toilet, showering, washing and kitchen facilities; and

(ii1) that such quarters shall not be used for any purpose other
than the residential accommodation of watchmen or
caretakers or both, who are wholly and necessarly
employed within the lot.

(b) For the purpose of calculating the total gross floor area
stipulated in sub-clause (b)(i) of Special Condition No. (11) hereof,
quarters provided within the lot in accordance with sub-clause (a) of this
Special Condition with a total gross floor area of not exceeding 25 square
mewes shall not be taken into account. Any gross floor area in excess of
25 square metres shall be taken into account for such calculation,

() Quarters for watchmen or caretakers or both provided within
the lot in accordance with sub-clause (a) of this Special Condition shall
be designated as and form part of the Common Areas referred to in’
Special Condition No. (67)(a)(v) hereof.

Regismwation (66) Every assignment, mortgage, charge, underletting for morc
than three years or other alienation of the lot or any part thereof or any
interest therein shall be registered at the Land Registry.

Deed of Murual _ (67) () Notwithstanding that these Conditions shall have been
&""C’m““m’mm““g observed and complied with to the satisfaction of the Director, the
anagcment - . . o
Agsecment (if any) Purchaser shall not assign, mortgage, charge or part with the possession

of or otherwise dispose of the lot or any part thereof or any interest
therein or enter into any agreement so 1o do except by way of an
assignment or other disposal of undivided shares in the whole of the lot
together with: the right to the exclusive use and occupation of individual
floors and/or units in any building or buildings erecied thereon and even

then such assisnment or other disposal shall be subject to the following
conditions :

()  the Purchaser shall first submit 1o and obtain the
approval in writing of the Director to a Deed of Mutual
Covenant incorporating a Management Agreement (if
any) (hereinafter referred to as "the DMC"} to be entered
into between the Purchaser and the assignees from him
of undivided shares in the whole of the lot;

(i) the DMC must be in z form and contain the provisions
which the Director shall approve or'tequire and it (and
any approved amendment or amendments ‘o i) must be
registered by Memoral against the lor in the Land

el el r e AT M e N e ataV] 77 o4 m/e .
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(iii) the Purchaser must comply with the approved terms and
conditions of the DMC. No amendment thereto may be
made without the prior written consent of the Director
and the payment of such fees as may be required;

Registry;

(iv) every assignment or other disposal of an undivided share
or shares in the lot shall be subject to and with the
benefit of the DMC;

(v) inthe DMC the Purchaser must allocate to those parts of
the Jot which comprise the common areas or amenities
for the common use and benefit of owners for the time
being of the lot (hereinafter referred to as "the Comimon
Areas") a number of undivided shares in the 1ot which in
the opinion of the Director is appropriate;

(vi) the Purchaser may not assign, mortgage or charge
(except by building mortgage or charge under Special
Condition No. (27)(c) hereof) or otherwise dispose of or
part with the possession of any undivided shares
allocated to the Common Areas or any interest therein or
enter into any agreement so to do except that upon
execution of the DMC the whole of the said undivided
shares in the Common Areas shall be assigned to and
vested in the manager appointed in accordance with the
DMC who must hold the said undivided shares on trust
for the benefit of all owners for the time being of
undivided shares in the lot;

(vii) the DMC must provide that, subject to sub-clause
(2)(vili) hereof, on termination of the manager's
appointment the manager must assign the said undivided
shares and the whole of the undivided shares in the Car
Park Common Areas (if the same shall have been
allocated in accordance with Special Condition

No.(36)(1)(iii) hereof) free of costs or consideration to its
successor in office; and

(viii) if an Owners' Corporation is formed under the Building
Management Ordinance (Cap. 344), it may require the
manager, in accordance with the DMC 10 assign the
undivided shares in the Common Areas and transfer the
management responsibiliies to it free of costs or
consideration, in which event. the said Owners'
Corporation must hold them on trust for the benefit of all
owners for the time being of undivided shares in the lor.

() Sub-clause (a) of this S pecial Condition shall not apply to :

(1)  an assionment, underletting, mortgaec or charge of the
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lot as a whole; or
(i1) an underietting of a part of the building erected thereon.

(¢} The DMC must not contain provisions which would in any
way prohibit, prevent. hinder or prejudice the establishment or operation
of a residential care home or homes as defined in the Residential Carc
Homes (Elderly Persons) Ordinance (Cap. 459), any regulations made
thereunder and any amending legisiation or such other Ordinances or
Regulations which may amend or replace the Residential Care Homes
(Elderly Persons) Ordinance (Cap. 459) (which residential care home or
homes shall hereinafter referred to as "RCHE") or the use of the lot or
any part thereof or any building or part of any building erected thereon
for the purpose of RCHE. A provision to the effect that no provision in
the DMC shall operate to prohibit, prevent, hinder or prejudice the

~ establishment or operation of RCHE or the use of the lot or any part
thereof or any building or part of any building erected thereon for the
purpose of RCHE must be included in the DMC. '

Resrriction on (68) The Purchaser shall not, without the prior written consent of

partitioning the Director, partition (whether by way of agreement or other disposal or
any other means) the lot ar any part thereof or any section of the lot that
has zlready been partitioned with consent. Where the lot has been
partitioned with such consent, the provisions in Special Condition No.
(67) hereof shall apply to each of the sections so partitioned with the
references to "the lot" under the said Special Condition being replaced
and substituted by the relevant section,”

Recreational facilities  (69) (a) The Purchaser may erect, construct and provide within the lot
~ such recreational facilities and facilities ancillary thereto (hereinafter
referred 10 as “the Facilities”) as may be approved in writing by the
Director. The type, size, design, height and disposition of the Facilities
shall also be subject to the prior written approval of the Director.

(b) The Facilities provided in accordance with sub-clause (a) of
this Special Condition shall only be used by any one or more residents of
the residential block or blocks erected or 1o be erected within the lot and
their bona fide visitors and by no other person or persons whosoever,

(¢) For the purpose of calculating the total gross floor area
stipulated in sub-clauses (b)(i) and (b)(ii) of Special Condition No.(11)
hereof. any part of the Facilities provided within the lot in accordance
with sub-clause (a) of this Special Conditon which are for the common
use and benefit of all the residents for the time being of the residential
units of the lot and their bona fide visitors shall not be taken into account.
The remaining part of the Facilities which are not for such use shall be
taken into account for the calculation of the total gross floor arza
stipulated in sub-clause (b)(1) of Special Condition N ¢.(11) hereol.

(d) In the event that any part of the Facilities is exempred [rom

the gross floor area ealculation pursuant to sub-clause (c) of this Special
Condition: -

A TS A a ATy LM i a e —_
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(1) such part of the Facilities shall be designated as and form

part of the Common Areas referred to in Special Condition
No.(67)(a)(v) bereof; and

(ii) the Purchaser shall at his own expenses maintain such part
of the Facilities in good and substantial repair and
condition and shall operate such part of the Facilities to
the satisfaction of the Director,

(C\My Documenta\112%mod)ctrelal L LETS( Lt soac),600)
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FIRST STAR DEVELOPMENT LIMITED )

30% Floor, New Warld Tower, 18 Queer's Road Czntral, Hong Kong

Your Ref : (112) in L/M(6) in DLO/K'W/103/KPT/KW
20" February 2003

Director of Lands

Lands Department . Subject to Contract and Negotiation
Land Supply and Redevelopment Section and YWithoui Prejudice
19* Floor, North Point Government Offices

333 Java Road, North Point

Hong Kong

Attn: Mr. J. E. White (Chief Estate Surveyor (Atg.)/
Land Supply and Redevelopment Section)

Dear Sir,

Proposed Modification - Hung Hom Bay Reclamation Area, Kowloon - Kowloon
Inland Lot No.11076

We refer to your letter of 7* February-2003.

Before we go into details of your said letter, we would like to put on record that it is
indeed the Government’s initiative, not ours, to propose to modify the current land grant of
Kowloon Inland Lot No.11076 to cater for the change in circumstances resulting from the
change in the Government’s housing policy — suspension/cancellation of the Private
Section Participation Scheme (“PSPS”). As such, we consider that the Administrative
Fees chargeable/payable under the proposed Modification, if any, shall be kept to the
minimal.

Subject to the amount of premium being satisfactorily agreed between us which should
properly take into account an appropriate amount for the settlement or the waiver of our
claim against the Government, the Director of Lands and the Hong Kong Housing
Authority for lass, damages, costs and expenses arising from the suspension/cancellation
of the PSPS resulting in our inferests in the above development being adversely affected,
and to follow up the proposed Modification in your said letter, we wish to inform you on a
without prejudice and non-binding basis that the terms as set out in your said letter are in

principle acceptable to us except for S.C.No,(36)(1)(11) of the Second Schedule conceming

restriction on alienation of Residential Parking Spaces.

We are of the view that since after the lease modifications, the development will become a
private development as opposed to Home Ownership Scheme or PSPS developments, the
“usual” restriction for assigning the residential parking spaces to residents app
stricdy necessary or otherwise applicable to this development.

mivwongimvdthunghompsps
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FIRST STAR DEVELOPMENT LIMITED

30" Flaor, New World Tower, 18 Queer's Road Central, Hong Kong

Ovur concemn is that if such restriction shall remain, there is always a possibility that some
(and it is difficult to estimate the extent ar this moment) of the Residential Parking Spaces
will not be taken up by the owners of the residential flats of the development (“Owmners™)
eventually nor will such remaining Residential Parking Spaces be successfully underlet to
residents of the residential flats. This is unreasonable to us as the developer who, on one
hand, are forbidden to realize our investment in the development and, on the other hand,
have to continue to beur the expenses incurred incidental to the holding of these remaining
Residential Parking Spaces. These expenses will include the management fees, rates and
Government rents, etc. There must be a reasonable arrangement that we are allowed to
dispose of the Residential Parking Spaces freely.

In the circumstances, we would insist to Limit the restriction on alienation contained in
sub-clause (ii) of this Special Condition to a certain period commencing from the date of
first assignment of residential flat(s) to purchaser(s). We are willing to consider extending
such period from 6 months (as we previously proposed) to 9 months. We arc also willing
to consider to include a provision that should we intend to dispose of the Residential
Parking Spaces to persons other than the Owners after the agreed period, we will give the
Owners one months notice during which the Owners will have the first right of refusal to
purchase the Residential Parking Spaces. We sincerely hope that the Government will
reconsider our proposal.

Finaily, we wish o swess that whiist we will endeavour i negoualc with the Covernmenr
for a satisfactory conclusion to the proposed Modification, all our rights herein to claim
against the Government for all losses and damages suffered by us in the development are
hereby expressly reserved. Needless to Say our negotiation with the Government on the
proposed Modification should be treated as entirely without prejudice to all our rights in
the development and that nothing herein contained or in all other correspondence with you
in this regard are to be taken as binding on us in any way until and unless formai
documentation shall have been duly exécuted berween us and the Government and all
other parties concerned.

Yours faithfully,
For and on behalf of
First Star Development Limited

= Nz

Leung Chi Kin

mhwong/nwdfhun ghompsps
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LEGAL ADVISQRY AND CONVEYANCING OFFICE

Tor 2231 3725 LANDS DEPARTMENT
Eax- 2845 1017
Our Ref LACO 1/316/2003 SF4 Pt 2
Your Ref:

50 December 2003
Messts Cheung, Chan & Chung By Post & Bv Fax : 28453467
Unit 5505, 55/F Hopewell Centre
183 Queen’s Road East Without Prejudice
Wanchai
Hong Kong
Dear Sirs,

Mediation

In advance of the basic terms offer letter which I hope to forward to you
shortly, I now write to you on Special Condition (36)(k) of the draft modification
forwarded to you by the Department of Justice in November of this year.

During the mediation it was agreed that within a period of 9 months
from the date of the 1™ assignment of any flat in the subject development pursuant to
the lease modification, the Claimant shall offer the car parking spaces therein for sale
only to the flat owners thereof, and the Claimant may thereafter offer any car parking
spaces yet unsold to the general public for sale. To reflect this I propose that Special
Condition (36)(k)(i) be amended by the insertion of “within a period of 9 months from
the date of the first assignment of a residential unit in the buildings erected on the lot,”
after “at any time assign”.

Yours faithfully,

| \

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

12291
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LLINCICIC I e L E I et B 20/F, North Point Government Offices, 223 Java Roac, MNomh Point, Hong Kong.
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LEGAL ADVISORY AND CONVEYANCING OFFICE

22313725
28451017
LACO 1/316/2003 SF4 Pt 2

E & Ter
BXEE Fax:
HEETE Our Rer
REKIES Your Ref

8 January 2004

Messrs Cheung, Chan & Chung By Fax : 28453467
Unit 5503, 55/F Hopewell Centre

183 Queen’s Road East

Wanchai

Hong Kong

Dear Sirs,

Mediation .

.'-ﬁ.;_,_-:"f
I refer to my letter dated 30 December 2003,

Please note that the necessary sanction to allow the modification at a
premium of $864 million has been obtained. '

[ look forward to receiving a response to my letter dated 30 December
2003 as soon as possible so that the formal offer of a modification can be made.

Yours faithfully,

——— T ———

NN

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

c.c. DD/G

12291

1)
i
&
B
i
1
filE

E3WBRIAABFLE 204 20/F, North Point Government Offices, 333 Java Road, North Point, Hong Kong.



-B~2o04

14:52 FROM: CHEUNG,CHAN & CHUNG 852 28453467 TQ: 284351817 P:1

g& Fi é‘g fféi- 4' Unit 5505, 55thFlear, Hopewell Cenrre,
T é;ﬁ T Nov.183 Queen’s Road Esst, Wanchai, Hang Keng.

CHEUNG, CHAN & CHUNG FRMG S5 AL RIBIRS P 055 F A 5505 5
Solicitors & Notaries : Tel €% . (851) 2868 2082, (852) 2230 2000

Agents for Trade Marks and Patents Fax & : (852) 2845 3467
E-mail: office@ecunde.com.hk

YOUR REL

QUR RER

DATE 8" January 2004 -

PC/LC/37000/03 PLEASE REDLY TO Mr. Leo Cheng

‘Bv Fax: 2845 1017 (02 pages)
Legal Advisory and Conveyancing Office 2" Jetter
Lands Department

HONG KONG URGENT

Attn.:  Mr. A_L. Robertson, JP

Dear Sirs,

Re: Mediation

May we begin this letter by tendeting our apology for the delay in
responding to your letter 30" December 2003. Our client’s instructions
thereon are expected to arrive this afternoon and a constructive reply can be
conveyed to you later today or tomorrow morning.

As regards our client’s request for (a) the Government’s waiver of
rates; and (b) their payment of government rent on a “development site™ basis,
unti] completion of the fitting out works at the subject premises, your Mr.
Robertson is well conversant with the grounds in support of the same. To
expedite the progress of the matter s0 as to meet the t ght schedule, instead of
asking our client to submit the written arguments which will no doubt result in
further delay, we shall be most grateful if e would be kind enough to relay

2.

PARTNERS:

Cheung King Poon, Derek LEB
Cheny [uen Mioy, Leo I1.B
Leung Chon Kuen, Noel LB

ASSOCIATES:

Wang Stu Med, Simee Lr.
Tam Chi Keunge Desick

Tee Mun Fan Mandy LR

-
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1511 4986
25305262
22302023

22301013
22301045
123012038

SENTOR CONSULTANTS:

* Chung Kwok Cheong - M.ALLLR
Wan Chi Shing, Tany  LL.B

* Susan Johnson LLB
David A, Fisk MALLCANTAR)

CONSULTANTS:
1o Sai Han, Parry iR
Charles Alexander Witliams

AR S4TEn 2522 2904
FrEwATE 25156634
ik ST AE 2588 1002
Eeim 1583 1008

*Nacary Public

SHEIT R 1230 2082
scAbseiE bR 22302099
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CHEUNG, CHAN & CHUNG

Solicitors & Notaries
Agents for Trude Macks and Pacans

.2

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,
CHEUNG, CHAN & CHUNG EREE LB AU S SIS A P S55E 55054
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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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

h
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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Soliciters & Notaries
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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.



