CB(1)1201/05-06(02)

Panel on Planning, Lands and Works

Subcommittee to Review the Planning for the
Central Waterfront (including the Tamar Site)

Requests for information and questions raised
at the meeting on 7 March 2006 requiring the Administration’s
response or follow-up actions

(a) To provide the information and reports requested in the
motion passed at the meeting.

In the light of the motion passed on 9 February 2006,
we have provided the Subcommittee meeting on 7 March 2006
with a list as well as copies of the relevant documents.  Since the
Tamar site was formed in 1997 and the Government decided to
withdraw it from the land sale programme in 1998, the
documents provided are from 1997/ 1998 onwards and they are
directly related to the decision to pursue the Tamar development
project. The considerations as to why the Tamar development
project is a preferred option to the in-situ redevelopment option
have been set out in the Legislative Council brief issued on 30
April 2002 (at Annex 7 of Appendix | to our reply to the
Subcommittee for the meeting on 7 March (LC Paper No.
CB(1)1014/05-06(01)). Notwithstanding, in view of Members’
interest in a consultancy study commissioned in 1990, we have
attached at Annexes 1A & 1B two documents submitted by the
consultant. The documents set out possible options for private
sector participation in the redevelopment of the Central
Government Offices (CGO) West Wing. The focus was on the
mode of cooperation and financing, rather than technical
feasibility.

(b) To provide further details on the estimated time scales for
in-situ redevelopment of the Central Government Offices and
Murray Building.
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2. As explained at the Subcommittee meeting on 7 March
2006, we worked out the estimated timeframe assuming the
adoption of a phased approach for demolition, decantation,
interim reprovisioning and construction of new buildings. The
decantation and interim reprovisioning would cause serious
disruption to the operation of the Government Secretariat.

3. A table of comparison of the estimated implementation
timeframe is at Annex 2.

To elaborate on the technical constraints involved and the
renovation works required for installing
technologically-advanced facilities in the existing CGO and
Murray Building.

4, Details of the information technology (IT),
telecommunications and electronics requirements for the
proposed Central Government Complex (CGC) have yet to be
finalised. However, we will likely incorporate in the new
buildings centralised and expandable IT and telecommunications
networks which have a built-in capacity for expansion and
upgrading without the need to recourse to change of the whole
system or network in future. In addition, we will adopt more
effective and energy-efficient electrical, mechanical and building
services systems such as elevators of better performance,
air-conditioning systems with better air quality control and
filtering capacity as well as temperature control, etc.

5. The existing CGO buildings and Murray Building are
45 and 35 years old respectively. Many of the facilities are not
meeting the present-day standards. For example, the CGO
buildings are not practising fire safety standards of present days.
It is desirable to add more fire exits and sprinkler system. As to
the technological requirements, the cable trunks, network rooms
and server rooms are reaching their maximum capacity.
However, there is no physical space for their expansion in the
existing buildings. The existing network rooms and server
rooms are not able to satisfy the modern standards of provisions
as specified in the preceding paragraph. Given the drastic
developments of technologies in the past years, the cable trunks
are overcrowded and the cables are not systematically arranged
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and segregated.

6. To enable additional network capabilities as
technologies evolve in the years ahead (e.g. collapsing voice, data
and video into a single platform at the maturity of telephony, etc.),
significant renovation works would have to carry out to improve
the situation. In this connection, expansion of the network
capacity would be very difficult given the lack of space. Apart
from the necessary temporary relocation of offices and
equipments to make way for renovation works causing disruption
to the normal operation of the Government Secretariat, the low
ceilings of the CGO and the aging of the buildings are posing
serious structural constraints that would hamper provision of
flexible power and data outlets through the raised floors. Ad
hoc renovations works to address the existing problems would
render comprehensive planning for continued inter-operability
between present and future technologies, and better efficiency
difficult.

7. In implementing the Tamar development project, we
will require the tenderers to propose designs that are efficient and
effective in use of space, and highly adaptive to meet future
changes and advancement in technology. The building design
should also be able to accommodate future alteration and
expansion with built-in flexibility to facilitate changes in office
layouts, IT systems and other office facilities.

To provide a detailed breakdown of the area required for
offices and facilities, and the number of staff to be
accommodated in the proposed CGC, and cost and benefit
analyses for the Tamar development project.

8. The Administration is in the process of updating the
detailed breakdown. The updated information should be
available for consideration by the Panel on Planning, Lands and
Works at the meeting on 25 April 2006.

To clarify to what extent the considerations of having a
respectable government building to signify the Government’s
status and administration and an excellent view to the
harbour had affected the Administration’s choice of site for
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the new CGC.

Q. The view to the harbour is not a key determinant in our
choice of the Tamar site for developing the proposed CGC and
Legislative Council (LegCo) Complex (LCC). The major
considerations of the Executive Council in deciding on the use of
the Tamar site have been set out in the LegCo brief issued on 30
April 2002. To recapitulate, they include provision of sufficient
floor areas, the favourable planning considerations for a prime
civic core, insignificant impact on the demand and supply of
Grade A Office, improvement to be brought to the operational
efficiency of the Government Secretariat and the need of the
LegCo for a new building as long-term accommodation solution.
The LegCo brief is at Annex 7 of Appendix | to our reply to the
Subcommittee for the meeting on 7 March (LC Paper No.
CB(1)1014/05-06(01)).

10. The proposed CGC, LCC and Civic Place would
constitute a prime civic core of Hong Kong. The new
development would project Hong Kong’s position as a
cosmopolitan city and Asia’s world city. The design scheme for
the project should be as a whole be responsive to the urban fabric
of the Central District as well as the natural context of the
waterfront setting. The distinct identities of the new CGC and
new LCC should be duly reflected taking into account their
respective constitutional roles.

To confirm whether the Administration has considered
alternative uses of the Tamar site in 2000 and if so, the
outcome of the consideration.

11. The former Tamar Basin was first incorporated into the
relevant draft Outline Zoning Plan (OZP) and zoned for
commercial use in 1994 before the land was formed in 1997.
The Government announced in January 1998 to withdraw the site
from land sale programme and reserve the Tamar site for
reprovisioning of the Government headquarters. Half of the site
was rezoned to “Government, Institution or Community” (G/IC)
use and the remaining half to “Open Space” use in May 1998.
After having gone through a due pubic consultation process, the
OZP was approved by the Chief Executive in Council in 2000.
In April 2002, the Executive Council decided to launch the Tamar
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development project, including the new CGC, new LCC and the
Civic Place as core development components. Throughout, the
existing zonings and planning intentions of the Tamar site have
remained unchanged since 1998.

12. Since the announcement to reserve the Tamar site in
January 1998, the Government had kept the relevant
considerations under review. As explained in paragraph 9 above,
the Executive Council took into account several major
considerations, including the impact on demand and supply of
Grade A office, in arriving at the final decision.

To explain why the proposed Tamar project and other
planned developments in Central were concordant with the
expectations and aspirations of the public; to confirm
whether it has any plan regarding the future use(s) of the
existing CGO buildings and the Murray Building and their
sites after the existing offices had been reprovisioned to the
proposed new CGC at Tamar; and to confirm whether it
would provide assurance to allay worries about the
environmental and traffic impacts of the future uses of or
developments on the sites.

13. The existing use of the CGO and Murray Building as
“G/IC” use has been taken into account in assessing the future
traffic flow and environmental situation of the Central District.
If there were any change of the existing G/IC use, we would be
bound to go through the statutory planning procedures instituted
under the Town Planning Ordinance, including approval by the
Town Planning Board (TPB) of the rezoning proposal, public
consultation process and consideration of public views by the
TPB. Ultimate approval of the revised OZP by the Chief
Executive in Council is also required.

To confirm whether the public would be given the
opportunity to view and comment on the design proposals
submitted by bidders of the D&B contract; and to reconsider
the option of holding a design competition for the project with
a view to soliciting the best design and to allow maximum
public participation in the design process.
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14, The  Government  proposes to  adopt the
“design-and-build” (D&B) approach to implement the Tamar
development project. The D&B approach can minimise the
interface problems between the design and construction stages, as
the designer architect and the building contractor can work
hand-in-hand to make best use of the Ilatest technical
advancements available for the design of the project.

15. The Administration will explore the possibility of
allowing the public to view the proposed designs, taking into
consideration the legal advice on the implications on the fairness
and integrity of the tender process.

To explain why the revised height limit was specified in terms
of a height range and how the “20% building-free zone under
the ridgeline” was defined.

16. The statutory highest permissible height of the buildings
to be developed on the Tamar site under the relevant OZP is
180m PD. To help preserve as much open view as possible, we
have decided to take the initiative to tighten up the height
restriction and lower the highest permissible height to 130m -
160m PD. Whilst the statutory restriction of 180m PD applies
indiscriminately to the whole Tamar site, we respond to the
changing profile of the Victoria Peak with a range of different
heights from 130m PD to 160m PD. The underlying principle is
to ensure at least a 20% building-free zone under the ridgeline.
The effect of the tightened restriction is illustrated at Annex 3.

17. The principle of preserving views to ridgelines was
stated in the Study on Urban Design Guidelines for Hong Kong
(the Study) completed in 2002. In developing such principle,
the community had been widely consulted and 6 popular and
easily-accessible vantage points were identified and agreed to be
important for preservation of views to the ridgelines. The 20%
building-free  zone was re-confirmed in the process of
consultation of the Study and adopted in the Urban Design
Guidelines of the Hong Kong Planning Standards and Guidelines
promulgated in end of 2003.
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18. In the context of the Tamar site, developments that may
intersect the sightline from the closest vantage point at Tsim Sha
Tsui Cultural Complex to Mount Gough would need to be
controlled, if the 20% building-free zone below the peak within
the view fan is to be maintained. Taking into account the
varying ridgeline profile rising from east to west, a maximum
height range of 130mPD - 160mPD is recommended to allow
variation in building heights while respecting the ridgeline
profile.

To explore the possibility of better utilizing underground
space to further reduce the heights of the buildings.

19. At the last meeting with the Subcommittee on 7 March
2006, we have undertaken to explore the said possibility.

To explain how the future design and configuration of the
Open Space would facilitate the use and enjoyment of the
public and that there would be no barrier to public access to
the Open Space.

20. It has been the Government’s plan to develop the Civic
Place as a recreational open space for leisure and enjoyment of
the public. The Civic Place will be designed to cater for
multi-purpose needs, and will be safe and easily accessible by the
public. We will encourage the tenderers to adopt special design
features such as fountains and landscaped garden to provide a
pleasing and leisure atmosphere with a sense of spaciousness for
the public and greening of the city. We will also require the
tenderers to propose designs of the Civic Place linking with
primary pedestrian circulation and walkway systems and the
adjoining waterfront promenade to form an integrated open
space/ pedestrian network.

21. Overall, the Civic Place will form part of the integrated
open space network at the waterfront as it would be connected
with the adjoining future waterfront promenade through an open
space deck of 50 — 60m wide.
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REDEVELOPMENT OF THE CENTRAL GOVERNMENT OFFICES, WEST WING

1.01

1.02

1.03

THE BRIEF

The Hong Kong Government, through the Government Property Agency, s
examining the options for redeveloping the site of the Central Government
Offices, West Wing with the intention of providing modern and prestigious
headguarters accommodation for the Government Secretariat.  The site is
bounded by Lower Albert Road 1o the south, Ice House Strest to the west,
Baitery Path to the north .and the Central Government Offices, Main and East
Wings to the easi, as indicated on the site plan attached hereto. The site area

is approximately 10,500 sq.m.

The Government wishes to retain ownership of the entire site, and all newly

constructed puildings thereon.

The West Wing site is gro"ssly underdeveloped at present and a key feature of
the redevelopment scheme is that optimum use should be made of the site and
that the development potential should be maximised in so far as this is both

practicable and desirable.




1.04

1.05

1.06

Government's current requirement for Secretariat accommodation is such that
at least one third of the site’s full development potential may be mads available
for use by the private sector. The Government Property Agency is therefore
desirous that the opportunities for private sector participation in the
redevelopment be fully explored, particularly in regard to the funding,

implementation and co-ordination of the project.

It is recognised that the scale and extent of interest:in this project will to a large
degree be dependent upon the degree of flexibility that can be built into ény
invitation that is issued to the private sector. Clearly, Government's intefests will
need to be safeguarded, but an appropriate balance will need to be struck

between the requirements of Government and the interests of the private sector.

Cognisance will need to be taken of the strategic location of the site and those
parts of the site that are well vegetated with scrub and trees should be retained
as far as possible, and as much of the new ground level as possible made
available for public passive recreation and suitably landscaped. Vehicles should

be excluded from this area as far as possible.

)




1.07

1.08

1.09

1.10

The public streets fronting onto the lower lavels of the site are extremely
congested at present. The redevelopment proposal must therefore address this
problem and incorporate improvements to both pedestrian and vehicular

movements into, out of and through the site.

The Government has recently adopted new space standards for its office
accommodation that are based on a new range of furniture, and this will need
to be reflected in the amount, configuration and duality of space that is to be

allotted for Government purposes.

The Government is actively promaoting energy donservation and the project
should be designed in such a way that the building fabric and engineering
services combine to produce optimally ensrgy efficient accommaodation, both in

terms of capital and running cosis.

The Government wishes to explore the opportunities for private sector
participation in order to minimise the need for capital outlay by Government and
to provide the required Headquarters accommadation in the shortest possible
time. The Government éécommodation must be of a high design standard

consistent with its status as the seat of Government. Its construction shouid be
econamic and cause the minimum of disruption to occupiers of adjacent

accommodation.
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REDEVELOPMENT OF CENTRAL GOVERNMENT OFFICES (WEST WING)

SUMMARY OF SALIENT FACTS

SITE AREA 10,500 5q m
TOTAL GFA (BASED ON 15:1 PLOT RATIO) 157,500 5q
CAR PARKING SPACES 900 cps
GOVERNMENT USE 100,000 s5q
300 Cps
AVAILABLE SURPLUS 57,500 sq m
(FOR UTILISATION BY PRIVATE SECTOR) 600 cps

INDICATIVE EXAMPLE OF POTENTIAL RENTAL INCOME

TO BE GENERATED FROM SURPLUS RETAIL/QOFFICES/CAR PARKING

RENTAL VALUE

G/F RETAIL HK$2,150 p.s.o.
OFFICE HKS$630 p.s.m.
CAR PARKING HK$2,000 per space

RENTAL INCOME PER ANNUM

G/F RETAIL 5,000 sq m Gross @ 0.70 @
OFFICE 52,500 sq m Gross @ 0.78 @
CAR PARKING 600 spaces @ HK$2,000
TOTAL ’

TOTAL ANNUAIL RENTAL INCOME

say

per month

per month

per month

HK$2,150

HEK$650

HIK$424

HK$7,525,000
HK$26,617,500
HK$1,200,000

HK$35,342,500
12

HE$424,110,000

MILLION per annum




REDEVELOPMENT OF CENTRAL GOVERNMENT OFFICES (WEST WING)

ESTIMATED TOTAL CONSTRUCTION COSTS FOR WHOLE DEVELOPMENT

DEMOLITION COST say HK$2,000,000

SITE FORMATION 10,500 sq. m. say HK$20,000,000 H1KK$22,000,000

”
v

CONSTRUCTION COST

G/F RETAIL 5,000 sq. m. X HK$10,120 HK$50,600,000
L/Fs OFFICE 100,000 sq. m. X HK$9,900  HK$990,000,000
52,500 sq.m. X HEK$9,000  HK$519,750,000
CAR PAPKING 31,500 sg. m. X HKS4,000  HE$126,000,000 HK$1,686,350,000
EXTERNAL WORKS say HK$15,000,000
BRIDGE say HK$5,000,000 HK$20,000,000
HK$1,728,350,000
INFLATION ALLOWANCE = 1.50 yrs @ 10.0% pa say HK$267,900,000
HK$1,996,250,000
PROFESSIONAL FEES AND
OTHER INCIDENTAL COSTS @ 12.0%  say HK$240,000,000

TOTAL CONSTRUCTION COST {ASSUME COMPLETION IN END 1993) HE$2,236,250,000

say HK$2,250 MILLION
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EXECUTIVE SUMMARY

An extensive survey has been carried out to ascertain the reaction of the development,
construction and banking sectors to the opportunity for private sector participation in

the redevelopment of the West Wing, Central Government Offices.

The response has been mixed, reflecting world events and local property market
sentiment, ranging from enthusiastic in the case of the construction industry, through
cantious in the case of the development community to ultra-careful in the case of the

banking sector.

However, the overall consensys is that the opportunity wili generale serious interest,
and attract compelitive bids, providing it is packaged in such a way as to respond to

and overcome the concerns of the private sector.

Of paramount importance in the minds of potential bidders is the nature of the interest
to be granted and the length/duration of the leaschold interest in the private sector
element of the scheme. Our recommendation is that a structure be devised whereby a
flying leasehold interest is gl‘?i_ﬁtecl in the private sector element and the period of
tenure is identical to that offered in the case of other land grants, ie. until 2047. On
this basis, potential bidders will have an identifiable interest which they can value,
sell and mortgage in the normal manner, whilst the bankers will have an interest
which they can charge, and in the worst cé_se scenario, on which they can foreclose

and take such steps as may be necessary (0 recover their loan.




g

(5)

(6)

(7

Levett & Bailey.

We believe that if the issues of the interest and the period of tenure are resolved, then
the other matters that we Have highlighted in our report, although important, can be
overcome and accommodated within the bid documentation through, for example, the
incorporation of a planning brief to provide general guidance as to the overall
parameters within which the bidder should formulate his proposals, and in the case of
the Government accommodation, the inclusion of a performance specification

incorporating financial allowances where it is not possible to be definifive at this

-

stage.

Having reviewed all options, we believe that it is in Government's best interests to
pursue the developer route to maximise the potential of the opportunity and to
minimise the risk to Govemn;ent. The basis of tender will be that the bidder will be
required to assume full responsibility for the development and financing of the scheme
as a whole but in return, by way of reward, would enjoy the mcome from the private

sector element of the scheme.

We recommend that potential bidders be invited initially to express interest in the (
opportunity based on the bid documentation, which would be issued in full to all
parties. Following pre-qualilication to be assessed on financial standing, technical
capability and relevant previous experience, those shortlisted will be invited to submit
their proposals. Each offer would comprise two elements. Firstly, the premium
and/or annual reatal that the bidder would be prepared to pay in exchange for

securing the income from the flying leasehold interest in the private sector element of

the scheme untit 2047: and secondly, the outline design solution proposed by the

it
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bidder, in that we are cognisant that it is a very strategic site and the home of
Government, and clearly, therefore, Government must reserve to itself the right of
approval to ensure that it is comfortable with the conceptual design/layout that is

proposed.

il




L evett & Bailey

PROPOSED REDEVELOPMENT OF TR

CENTRAL GOVERNMENT OFFICES, WEST WING

INTRODUCTION

In July 1990, the Hong kong Government announced proposals to redevelop
the site of the Central Government Offices, West Wing, to provide a modern headquarters
building for the Government Secretariat. The Government furthermore advised that it was its
intention to solicit participation by the private sectar, and by so doing, to utilise the expertise
of the development and construction community in ensuring the maximisation of the potential

of the site and the timely and economical completion of the project.

A number of local firms of property consultants were invited to submit
proposals outlining the approach that they would recommend should be adopted by
Government to attract maximum interest in this opportunity, and in particular, to ad.vise on
the form and scope of the documentation that would be necessary to safeguard Government’s -
interests, and to ensure that its requirements in relation to such issues as funding, design,

construction programime, eic. were met.

Following review of the various submissions received for the assignment,
Levett and Bailey Chartered Surveyors were appointed on the 12th October 1990, and their
Terms of Reference are contained in a Brief, which is attached as Appendix A. The

principal objectives as set out in that Brief are © -
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. Government wishes to retain ownership of the site and the buildings thereon.

Government wishes to maximise the potential of the site.

Government does not wish to have to finance the project, but hopes 0 achieve a
situation where the successful bidder regards the income stream from the non-

Government accommodation as adequate reward.

Govermnment is cognisant of the strategic location of the site and its responsibility to ( \
cnsure that any scheme of development responds in terms of design and quality, and

is also sensitive to issues such as the environment, traific, energy conservation, etc.




THE ROLE OF LEVETT AND BALLEY

The role of Levett and Bailey, as set out in the Appointment of Consultant
Agreement, is to undertake an extensive review of all the options open to Government for
soliciting private sector participation, to consolidate the results into a composite report and to
submiit that report to Government, together with recommendagions as to the most

advantageous method of inviting participation by the privaie sector in the scheme.




Levett & B

METHODOLOGY

Since appointment, we have canvassed opinion extensively within the private
sector, and have had no less than 45 meetings with senior representatives of the
development, construction and financial sectors. We have also met with various Government
Departments and sought the counsel and advice of lead:mg practitioners in the fields of
property law and taxation. A schedule of the meetings that have been held during this period

is attached as Appendix B.

Our approach has been to table a general information memorandum,
summarising the salient facts relating to the opportunity, and ir_lcorporating the relevant
sections of the Government Brief, together with preliminary indications as to the
development potential of the site, the possible income flow from the surplus accommodation
(ie, the potential reward to the successful bidder), the likely cost of the entire scheme and the
time scale for completion of the project. A copy of the information memorandum is attached
as Appendix C. Having explained the information memorandum, we have then used a
massing model to demonstrate the scale and size of the opportunity, and to highlight the (

issues that a bidder will need to addfess, given the strategic location of the site.

We have then, with a view to securing comment and reaction, outlined a range

of possible contractual solutions ranging from : -
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The Developer Option, where the developer finances and builds the whole

development, and 18 granted rights over the surplus accommodation with the intention

e gt T b T b b
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that the income generated from such rights will cover construction costs, debt service

and provide a reasonable return.

The Contractor Option, where the development is constructed by a contractor but

payments are deferred and amortized over a period, with the intention that the income
accruing from the surplus accommodation will be utilised to discharge Government’s

liability.

The Financing Option, where Government acts as the developer, directly borrows

the necessary funds and the income from the surplus accommodation is used to repay

the loan and retire the debt.

Bailey
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GENERAL REACTION AND RESPONSE

Without exception, we have been well received by all the parties that we have
interviewed, and general market reaction has been to welcome this initiative on the part of
Government, and to express the hope that if this form of private sector participation proves

to be a successful formula, it will be used as a p1eoedont for other similar situations in the

iyt

fature. The response has been mixed, ranging from enthusiastic in the case of the
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construction industry, through oautlous in tho case of tho development community, to ultra-
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careful in the case of the ‘oankmg sector.
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(a) The Developers’ Response

Most developers viewed the opportunity positively albeit somewhat cautiously, and

several mentioned that it coutd provide them with a significant foothold in Central.

Concerns about the world situation, and more particularly, the present state of the
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office maﬂ(et appea;red foremost m thE}ll‘ minds. Issues which were repeatedly raised
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in discussion were the need for an identifiable and "bankable" interest ln the private

sector glement of the.schemé; requests thal maximum flexibility be permitted in
relation to the design of the private sector space; that, in terms of the tender
documentation, any variables be kept to a minimum; that the basis of bid be kept as
simple as practicably possible; and that as far as possible, the terms on which the
opportunity is offered do not differ substantially from those upon which other lots wili
be offered in the foreseeable future, as developers will inevitably male a comparison
"and be faced with a choice as to which opportunity they should pursue, Also,

developers sought maximum ﬂembﬂ;ty in regard to the leasing and alienation of the

i
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private sector element, and some re-assurance as to Government’s plans and intentions

. T TP,
e

in regard to the redevelopment of the remainder of the Central Government Office

compound.

Most developers are concerned (o ascertain the plans for the Central and Fast Wings
and also Government’s future land salesi programme, particularly in relation to the
Post Office site and HMS Tamar, in that these site could clearly generate competing
schemes, and if offered on the more traditional basis, could represent a less Iestﬁcted
option to potential bidders. In the circumstances, so far as Government considers
practicable, we would suggest that potential bidders be provided with some indication

as to Government's sirategy in this respect.

The Contraciors’ Response

The reaction of the construction community to the opportunity has been extrmhel.y
positive, particularly in the case of overseas contractors who are frequently required
to bid on the basis of deferred payment terms, and are, therefore, familiar with the
type of arrangement envisagg:_d in this case. They see it as an opportunity fo secure a
major building contract at a time when few such projects are available, but all the
contractors interviewed did stress the advantage of an early award, since they
envisage that they will become more and more committed in the future on

infrastructure works.

In general, contractors showed more concerit for the mechanics of the bidding rather

than the overall concept. Several indicated that they might finance the construction
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out of their own resources, and as a consequence, the nature of the interest to be
granted and the collateral afforded by that interest were not such major concerns,
The majority, however, talked of forming joint ventures with developers or of selling
on their interest in the private sector element to a long term investor, in which event

the nature and stature of the interest was an important issue to them.

The Bankers® Hesponse

Not unexpectedly, the financial sector was somewhat cautious about the proposal,

and, in particular, they were concerned about the world economy and the cugren( state

[ PR

of the office market. TInvariably, the questions raised focused on the nature of the
i_nterest tc: be gfanted in the pﬁvate sector element and the security afforded by that
interest to the lending institution. The ability of the successful bidder to
pledge/charge that interest and a clear definition of the lender’s position in the event

of default/foreclosure were considered to be of paramount importance. Most of those

interviewed indicated that their interest and willingness to lend would hinge primarily

enerina et s A e

i

on the expgrience and status of the §}}99@ﬁ3f&1¥ party, and that, in any event, they were ==
unlikely to lend on a non-recourse basis given the current market conditions, and :
would be looking for corporate letters of comfort or even guarantees. The American
Banks were likely to be restricted from lending for real estate purposes because of the
concern of their Heﬁdquarters with the problems within the US property market. The
Fapanese Banks will also be restricted by the requirements of the Bank for

Tnternational Settlement (BIS) as they aim to meet the 8% capital adequacy ratio by

March 1993,
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The Response from Government Departinents and other Private Sector Specialists

With a view to addressing planning, traffic, geotechnical and other related issues,
useful preliminary discussions have been held with the relevant Government
Departments. As a result, traflic and site investigation studies will be commissioned
shortly, and the Planning and Environmental Prolection Departments have agreed to
assist with the preparation of Briefs to be issued to all potential bidders. Meetings
have also been held with the Registrar General’s Deparu'ﬁent, and this has been very
helpful in assessing the most appropriate structure for the joint venture and the range
of interests that could be granted by Governmenf in the private sector element, based

on previous experience and preceders.

We have also consulted with leading legal and accountancy practitioners in the private
sector, who have been involved in the structuring of similar arrangements béth in
Hong Kong and elsewhere. Their reaction has, on the whole, been positive, but they
have stressed the need to frame the documentation in such a way as Lo allow bidders
maximum flexibility. Such flexibility would enable bidders to create a tax effictent
structure, to minimise tax exposure and to maximise the opportunity to utilise
depreciation and other allowances by the creation of the appropriate on-shore and off-
shore corporate vehicles. In turm, this would be reflected in the receipt of more

compelitive bids by Government.
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THE MAJOR ISSUES IDENTIFIED AND THE SOLUY TONS

RECOMMENDED

1 The World Econemy

SOLUTION

Most of those interviewed are regional, if not internationat,
corporations, and hence, they are exposed to the cyclical movements in
the world economy. At the moment, most, generally speaking, are
pessimistic, foreseeing recession in the majority of the markets in

R S T NI N

which they operate. Similarly, all are concerned about the uncertain
political situation in the Middle East, and a number of Japanese

corporations indicated that they are basically out of the markel until the

current problems in the Gulf are resolved.

Clearly, these are matters outside the control of the Government, but

inevitably, investor sentiment is likely to be a significant factor when

potential bidders are formulating and framing their proposals. Asa (

result, we would anticipate that most bids would be framed on a
conservative basis, and that those in the marginal bidder category

would not submit proposals.

10
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(2) . The Hong Koug Property Market

1SSULE The impending over-supply of Grade A office space that is currently

overhanging the market is of serious concern to most potential bidders.
Whilst on the basis of our estimated construction programme the
project will not be due for completion until 1994, the successful bidder
will be endeavouring to identify anchor and major lenancies some 12-18
months in advance of completion, ie, in 1992/3 by which time some 15
million sq.ft. of new accommodation will have been released onto the
market. Inevitably, this will have a marked impact on rental levels,
and there will be strong competition between 1andlords even for the
smallest of tenz{nts, and any bidder is bound to be influenced by this

situation when formulating his bid.

SOLUTION This is one of the few remaining sites in "core” Central. Furthermore,

the private sector element will be immediately adjacent to the new
Government Headquarters and there are many organisations which
would welcome, the opportunity to lease premises close to those
Govermnment Departments with which they are frequently in contact.
This is also a potential opportunity for a major corporatiot, wishing o
reinforce its commitment to Hong Kong and the region, (o consolidaie
its activities and to occupy a significant portion of the private sector
qccommodation, with the possibility of securing the naming rights to
the private sector element. Finally, although rental levels in the short

and medium term may be falling, the potential for growth is obviously

11
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far greater in the case of a prime site, such as this. We believe that
many of these concerns can be addressed by the careful positioning and
promotion of the opportunity when it is offered to the market, although

inevitably, bidders are likely to adopt a somewhat cautious attitude

P

when formulating their proposals in the light of these circumstances.

3) The Nature of the Interest

ISSUE

This is undoubtedly the most fundamental issue and it was raised time (
.and time again in our discussions with potentially interested parties.
Given the strategic location of the site, Government has stated its desire
to retain owm_arshi.p of the entire site and any buildings erected thereon,
and that it is not willing to grant a ground lease over the site in the
normal way, nor to partition the site and grant a ground lease over that
portion of the site on which the private sector accommodation is to be

built,

Developers inglicated that so far as is practicable, they would like the
interest to be granted in the private sector element to be of comparable
standing in terms of title and tenure with other opportunities that might
be offered in the market in the foreseeable future, otherwise they
foresaw considerable difficulty in persuading their respective Boards to
bid for the opportunity. ]jevelopers were also concerned that the
interest that is to be granted be regarded by the banks as of sufficient

stature and adequate collateral for the funding that they would wish to

12




SOLUTION

raise, without the necessity to pledge other security or offer corporate

guArantees,

The contractors, also, were anxious to establish the nature of the
interest to be granted, both from a funding and on-sale point of view,

whilst the banks stipulated that the interest must be sufficiently finite

e et e A RN Tt A PRI

and capable of legal definition s0 &s to provide them with the necessary
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security in relation to the charging of the ihterest. In particular, in the
event of default, they would wish to be able to foreclose and, as
mortgagee in possession, (0 dispose of the interest or t0 utilise the

cental as a meaas of recovering the debt owed to the banl.

During the course, of our discussions, it has become increasingty clear
that the market would not regﬁd a long lease at a peppercorn rent of
the private sector element as sufficient inducement, and that if
Government is to attract wide inferest in the opportuaity, such a lease,
even it were to Tun until 2047, would not be considered favourably by
the bidders and their financial backers. Hence, we believe that it will
be necessary to consider the type of arrangement that has been adopted
with the KCR in relation to KCR House and Jubilee Gardens, where
effectively, a flying leaschold interest was created in the case of the

private secior element of the scheme.

Having discussed this concept with the representatives of the Registrar

General’s Department, we understand that the usual way to do this

13
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would be a grant of the land to the developer witl} a requirement to
assign back to Government in the form of the Financial Secretary
Incorporated (FST), undivided shares in the lot in respect of the
Government Accommodation. However, in view of Government’s
stated wishes in respect of ownership, it may be possible for ownership
to be retained by Government by means of the grant of a leasehold
interest in the eatire lot to be made to the FST, which in turn would
lease or assign undivided shares in the lotin respect of the private
sector element to the successful bidder. Alternatively, the grant of the
lot to FST could be made subject to the specific exception and
reservation of all those parts of the lot not comprising the private sector
element (i.e. they would be treated as a "Green area"), the boundaries
of which could b? defined in terms of a tower footprint at podium
level. Prior to the execution of the grant to FSI, Government could
enter into ITeads of Agreement with the developer and
contemporaneously with signing a Building Contract, FSI and the
developer would execute.an Agreement for Sale and Purchase of the
private sector._l.g;l_ement of the scheme. Adopting either formula, it
should be possﬂ;)le to create a leasghold interest in its own right,
capable of meeling the private sector’s concerns. In the second case, it
would be suspended over Crown Land with the boundaries, i.e. the
tower footprint, defined at podium level, and with the land and
structures below a defined datum, and the Government Headquarters

remaining vested in the Crown.

14
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(5 The Length of Interest

ISSUE Although a number of privale sector joint ventures have been negotiated

in the past where the developer has accepted a repayment period of
between 25 and 40 years, such agresments were negotiated in a rising
market when the sentiment was materially better than today. Similarly,
whilst preliminary analysis would appear to indicate that the right to
recelve the anticipated income siream from”' the private sector element
over a period of 25 years would be sufficient reward to the successful
bidder, most developers and bankers consider it as a marginal situation
when compared with other opportunities. Without exception, the
developers and i‘xmkers indicated that Government should, if possible,

grant the interest in the private sector element until 2047.

. SOLUTION We see considerable merit in granting a leasehold interest in the privale

sector clement of the scheme until 2047, This will counter concerns
about the sufficiency of the period, and as can be seen from the
valuation attached as Appendix D could generate & significant surplus
aver and above the cost of the scheme. This will, of course, preclude
any opportunity for Government 0 secure possession of this
accommodation until 2047, and Government will clearly need to weigh
the probability of receiving a balancing premium against the deferral of

the reversion until 2047.

15
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(5) Disposal of Interest/Approval of Tenants

SOLUTION

Concern has been expresséd that Government might endeavour to
restrict the right of the successful bidder to mortgage or dispose of his
flying leasehold interest or might reserve to Government the ultimate
right of veto as regards ﬁny prospective purchaser. Similarly,
interested parties have questioned whether Government would wish to
approve those tenanis leasing accommodation in the private sector

element, given political and other sensitivities. O

Clearly, any measure that restricts the developer’s'ﬂekibility and
freedom of choice will be reflected in the bid submitted, and we would
recommend that any restriction on alienation and sub-letting be

avoided.

(6) Morteagibility of Interest/Right of Foreclosure

To a large exter;t, we have covered this under the nature of interest to
be granted. In summary, the developers require an interest which the
bank will consider as sufficient security, and against which they will

lend whilst the Banks seek an interest against which they can foreclose

in the event of default,

16
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SOLUTION We hope and believe that our proposal to create a flying leasehold
interest in the private sector element will to a large extent overcome

this problem.

Stratification of Private Sector Element

ISSUE A number of Chinese developers have enquired whether Government

would permit the flying leasehold interest ‘to be sub-divided and sub
interests sold off, on a strata title basis as is often the case in Hong
Kong, as this would increase materially their interest in the

opportunity.

SOLUTION Whilst the right to subsell on a strata title basis might increase the

extent of interest and the scale of bids received, we do not consider that
<uch a course would be appropriate in the case of a building, which is
an integral part of a development incorporating Government
Headquarters. [Furthermore, the potential problems that can arise with
respect to the:p}aintenance and management of buildings in multi-
ownership are Well wnown in Hong Kong, and we do not consider that

it is an appropriate solution in this instance.

Tax Considerations

I5SUL We are advised that the parties to a number of joint ventures of this

nature have failed to appreciate the tax implications, and as a result,

17
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have failed to create, at the outset, the most tax efficient
structure/vehicle, and have encountered resistance from the authorities
to any subsequent restructuring. We understand that these issues relate
primarily to the charging of interest as a deductible expense and the
utilisation of depreciation allowances on that part of the scheme which

is handed back subsequent to completion of construction.

It would appear that if developers/contractz)rs are to utilise the
depreciation allowances in the case of the expenditure incurred on the (
Government accommodation, then it is necessary for them to maintain
some form of interest in that tower, albeit that it can be at a nominal
rental. Hence, ‘it has been suggested that Government, on completion

of construction, might be willing to accept a situation where it occupies
the Government Headquarters on payment of a rental of HK$1 per

annum to the developer, who would thus retain an interest in the

property.

We assume that Government is not prepared to accept a situation where
it does not own its Fleadquarters and an intervening interest is created,
albeit at a nominal rent. In these circumstances, we consider it is the
responsibility of each bidder to identify the most efficient means of

structuring their bid for tax purposes.

18




(9) GFA Bonus and Dedication Calculations
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SOLUTION

In the case of any large scale scheme of this nature, it is traditional for
developers to seck to maximise the gross floor area and the plot ratio
through the dedication of ground floor areas to public use and as a
result, secure an increase in the gross floor area equivalent to five
times the amount dedicated. In this particular case, we would
anticipate that much of the podium deck af the Lower Albert Road level
will be dedicated to public use, and indeed, on the basis of some very
preliminary calculations which are attached as Appendix E, it may be
possible to achieve an increase in the plot ratio/gross floor area to the
MmaximuIn pemiitted, namely 18:1. Thisisa major issue affecting the
financial viability of the project, in that, gi‘)en that the Government
requirement is fixed at 100,000 sq.m., every square metre of bonus
that is secured represents additional revenue and return to the

successful bidder.

Potential bidders will need to be advised, and indeed, assured, that
provided their scheme satisfies ail the relevant regulations, the usual
dedication allowances and bonuses will be permitted, and can be
assumed for purpose of formulating their bid. As can be seen from the
calculations appended as Appendix D, an increase in the plot ratio from
15:1 to 18:1 generales a very significant surplus over and above

construction cost.

19
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(10)

Section 16 Application

ISSUR

SOLUTION

The site is currently shown as GIC on the Qutline Zoning Plan, and we
understand that it may be necessary, given that private sector
participation is now proposed, for a Section 16 Application to be
submitted by the Government Property Agency to the Town Planning
Board, outlining the broad elements of the proposal and supported by

Traffic and Environmental Studies,

We are concerned that until Government has completed the selection
process, it will be difficult to submit a meaningful application, as gach
proposal will differ materially from the other, and it would be
imprudent, we believe, to anticipate the scope of the successful bid.
Similarly, if applicants are advised that they will have fo secure the
approval of the Town Planning Board to their scheme, we would see
this as a major deterrent, and in effect, Government will be inviting

conditional proposals from interested parties which is clearly to be

avoided, if possible.

Notwithstanding that the scheme will contain a private sector element,
the ownership of the site and the bulk of the accommodation is to
remain vested in Government, and therefore, is in compliance with the
GIC Zoning. In the circumstances, we suggest that the Planning
Department be persuaded to accept the substitution of a Planning Brief

to be prepared in co-operation with the Planning Department, and
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which would be issued to all potential bidders as part of the tender
documentation. This Planning Brief would incorporate all those matters
that would normally be addressed in a Section 16 Application, and if ‘
considered appropriate, the Planning Department could play a part in
the adjudication of the various conceptual design solutions that are
submitied. This would avoid submission now of inevitably incorﬁplete
applications or bids being invited which would be conditional upon the

relevant Section 16 approval being secured.

(11) Security and Idenfity

—
02
Céjl

SOLUTION

We imagine that Government would wish for its Headquarters to be a
building with its own identity, which makes a slatement in its own
right. Also, there is a strong case for distinguishing and separating the
private sector clement from the Government accommodation, s0 each
has a flavour and identity of its own. Furthermore, we imagine that
Government may have special requirement in regard to security and

may wish to sestrict access {0 certain arcas.

The general view of the development community is that, given these
considerations, the sile naturally lends itself to a two tower
development over a common podium, housing car parking and retail
space. The new Government Headquarters would be sited at the
castern end of the site, whist the private sector tower would be sited at

the westemn end, close to Ice House Street and Queen’s Road Central.
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As a tesult, rental income from the private sector element would be
maximised due to its close proximity to "core" Central, shopping and
food outlets and the MTR. In contrast, the new Government
Headquarters would continue to enjoy the rather more tranquil access
off Lower Albert Road, in keeping with and befitting the seat of

Government.

Definition of Government Reguirements

SOLUTION

Reservations have been expressed about Government’s ability to define
its accommodation needs at this point in time, particularly given the
very early stage in the conceptuél process. Bidders are particularly
worried about changes in direction/specification etc. subsequent to their

bid being submitted.

We believe that this can 1argely be overcome through the incorporation

in the bid documents of a performance specification, which would lay (;)
down the basic §tandards that Government is secking to achieve,

defined both ﬁﬁanoially and technically. Where Government is not in a
position to be specific in terms of technical performance, relevant

financial allocations could be included and overall standards, for

instance, set by specifying a minimum cost per gross sq.m. of office

accommodation.
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(13) Use of Private Sector Element
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SOLUTION

Developers feel strongly that the mix of uses within the non-
Government element should be left to the discretion and judgement of
the developer, dependent upon his view of the return likely to be

generated by the various alternatives.

We recommend that the mix should be lef{; to the developer as it is both
his risk and his reward. However, in terms of an ultimate sanction,
each bidder will be‘required to submit a conceptual design solution as
part of his bid, and if Government considers that the mix is
inappropriate, éovémment is in a position to reject the conceptual

design submitted and to select a more appropriate proposal.

(14) The Environment

The boundaries of the site as prescribed by the Government Property
Agency involve.the retention of Battery Path and the attractive row of
trees fronting onto Queen’s Road Central, and as a resulf, the
development will be set pack from Queen’s Road Central. A number
of developers have questioned the justification for, and desirability of,
retaining Battery Path, and have suggested that the development would
be more successful if it fronted directly onto Queen’s Road Central,
albeit with some set-back, particularty if the value of the retail facing

onto Ice House Street and Queen’s Road Central is to be maximised.
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Direct exposure to Queen’s Road Centrat could enable a greater portion
of the area within the podium to be used for retail purposes, but the
environmental loss and the possible tunnel effect that could be created
if the site line were to be brought forward are major considerations. It
is also to be borne in mind that the majority of developers do not
perceive the site as an attractive retail location, preferring to allocate
the private sector gross floor area to office use, which they considered

to be more appropriate and less prone to tisk.

(1.‘:'ﬁ Fast Tracking of Approvals

A

ISSUE

SOLUTION

The Developers were concerned to establish the approval procedures to

be adopted in th; case of this particular scheme, which, of course, is to

be built largely for Government. They expressed the view that bidders
would respond positively to some form of streamlining and the

establishment of an agreed procedure from the outset, particularly in

regard to the identification and prioritisation of Government - —.,‘
requirements,,‘i.f the scheme is to be completed within the requisite time

frame.

Clearly, the Government Property Agency, assisted by the relevant
Consultants, is in a position to exercise this function, if given the
appropriate authority and the establishment of a Project Co-ordination
Group comprising representatives from the relevant interested

Departments would seem a logical step to provide the successful bidder
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SOLUTION

Car Parking
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with.the appropriate reference point. Similarly, if the project could be
given priority status in relation to the approvals and consents that will
need to be obtained from the various Government Departments, and a
team at ASD/BLD dedicated to consider and process any submissions,
we see this as being extremely helpful and of re-agsurance Lo

prospective bidders.

This is not really an issug in that clearly it would be tmpractical to
consider vehicular access other than from Lower Albert Roadl.
However, given‘the differing priorities and objectives as between the
Goverament and the private sector and aiso security considerations,
each element may require its own enfrance and individual treatment at

podium level.

1t will be necessary, as part of the offer documentation, to address and
stipulate points‘of access and egress. Amny special Government
requirements in regard to security will need to be recorded within the

performance specification.

Undersiandably, there is resistance on the part of the Transport

Departrment to the introduction of additional traffic along Lower Albert
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Road, and the Department is concerned that a major developmeﬁt with
attendant car parking will exacerbate what is already a difficult
situation, However, Government would appear to have a requirement

bof approximately 650 spaces, and developers have indicated that car

v

retail is to be considered as a serious option,

|
S
i parking is fundamental to the success of the project, particularly if
)
;

With the approval of the Government f’roﬁbrty Agency, it would be our
intention to commission Wilbur Smith Associates to undertake a traffic ( )
study to review the capacity of the existing road system and junctions lr
with a view to establishing and substantiating the scope and scale of

any increase of raffic numbers that could be tolerated within the

present system. Similarly, they would be asked to gxamine certain
improvements that are proposed on Lower Albert Road and to assess

the impact these works would have in terms of increased traffic

numbers. It is intended that the results of this study would be made

available to potential bidders to facilitate their appraisal of the

—
L]l

opportunity and to avoid the situation where each developer
commissions his own study with cost and delay implications. It would
also be available if required to support any discussions with the

Planning Department,
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SOLUTION

The development is likely to generate an office population in excess of
15,000 persons, and satisfactory arrangements for the horizontal and
vertical movement of people to the site and within the scheme will be

fundamental to the success of the project. Bridge links are, of course,

in existence from Chartered Bank and planned from 9 Ice House Street,

but we doubt whether these will in themselves be sufficient.
Furthermore, the height differential between Queen’s Road Central and
Tower Albert Road is some 100 ft., and the need to create obvious and
identifiable office entrance statements at both of these levels will
therefore need fo be addressed. We would, for instance, ENVISAEE
considerable resisﬁtance to a situation where those working in the offices
would be required to travel by escalator from Queen’s Road Central to

the Lower Albert Road level, given the height differential involved.

Ag part of their study assignment, Wilbur Smith Associates will be
asked to examine pedestrian movements and access to the site.
Contemporaneofusly, we have opened discussions with the Mass Transit
Railway Corporaltion with a view to establishing the feasibility of a link
to the MTR either via the basement of Landmark, or underneath Ice
House Street, but initial indications are that the cost will be high and
major disruption would be caused during construction. Again, the
results of such investigation would be made available to interested

parties,
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Services
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The sloping nature of the site and the absence of any soil and site
investigation information is of concern to both developers and
contractors. With complicated schemes of this nature, if difficulties
and cost over-runs are experienced, these are most likely to occur at
the site formation and foundation stage, and th,erefore, we can

appreciate these concerns.

Ove Arup and Partners are familiar with the site and made a
preliminary assessment of the work and costs invelved in 1981,
However, unfdrtunately, no trial bores or site investigation was carried
out at that time. Fence, with the authority of the Government Property

Agency, we would propose to commission Ove Arup and Partners to

‘co-ordinate and supervise the sinking of a number of trial bore holes

with the intention that the results should be made available to potential
hidders. This would avoid the need for each bidder to undertake has (,- )

own investigation and generally facilitate the bidding.

Developers have enquired as to the position with regard to services, in
particular access to mains connections for the drainage and sewage to
be generated by this large scheme. Similarly, they have enquired as to-

the possibility of utilising sea water for air cooling purposes, and would
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be interested to malke use of the large access tunnel constructed by the

‘ Banking Corporation when it built its new

Headquarters Building in i Government and the Bank would so
permit and provided it is technically and financially practicable so to

do.

We have already held initial meetings with representatives from the

Bank and the various ufility companies and relevant

Giovernment Departments. It would be our intention to provide as
much information as possible on these issues to bidders in the tender

documentation.

(21)  Project Co-Ordination and On-Going Property Management

SOLUTION

A number of parties have enguired as to now Government intends o

monitor and safeguard its position during the development period, and

ley

also its stratepy in regard to the long ierm management of the property.

Subsequent to preparation and issue of the tender documentation, there

is clearly the need for an ongoing independent involvement to assist in

e R
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the review of the bids and the eventnal award, and o monitor
Government’s interests throughout the planning and construction
phases. Developers have :ndicated that they would welcome such an
independent reference point, which should be provided for in the

documentation, together with a stipulation that the cost of such
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policing/monitoring shall be borne by the successful bidder.

As to the future management of the completed buildings, we can see
merit in this being undertaken by the developer, as essentially, the
scheme is to be designed and built as a single entity. Government may
wish to control security within its own premises but the day to day
maintenance, upkeep and operation of the development would be best
co-ordinated through a single management‘ organisation. We would
suggest that the documentation should provide that, subject to a detailed ( '
management strategy being agreed between Government and the |
successful bidder, the future management of the entire development will

be entrusted td the successful bidder.

Other Issues To Be Considered

(a)

Lease Beversion

If a flying leasehold in___tlr:rest is granted in the private sector element until 2047,
Government will hzwé foregone the opporfunity to utilise the space constructed
in the private sector tower unfil after that date. This would, therefore, mean
that any future expansion over aﬁd above the 100,000 sq.m. currently to be
provided for Government use would have to be accommodated in other
premises - possibly on the site of the current Central or Bast Wings or
Beaconsfield House, If Government was sufficiently certain as to its likely

future requirements, then, it might be possible to claw back space from the
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(b)

developer at pre-determined dates on a pre-defined basis, but clearly, this
would impact on the developers view of the opportunity, and we would

therefore caution against such a requirement.

Top Slice Sharine/Government Guarantee of Minbnum Refurn

Given the current state of the world economy, and more particularly the Hong
Kong office market, developers are bound to approach this opportunity
cautiously, and to adopt conservative predictions in respect of rental levels,
growth, etc. In such circumstances, Government might wish to consider some
form of arrangement whereby each bidder is required to declare the rental
levels upon which his id has been formulated, and if these levels are
materially exceeded in the future Government and the successful bidder

participate on the basis of a pre-agreed formula in the excess rental.

The natural counter to the suggestion that Government should share in the top
slice would be a proposal from the developer that Government should in return
guarantee a minimum‘rlc'antal level to the successful bidder. One or two of the
more pessimistic pa.rtieé interviewed have put forward this suggestion, but we
do not believe such a guarantee to be appropriate Or necessary if the nature

and term of the interest granted accords with our recommendation.
On balance, we would not recommend that the documentation be complicated

and clouded by such provisos, but believe that the element of competition

proposed between the parties finked to a clear definition of the nature and term
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~ corporation can only add to the stature of the development. o b

1 Bailey

of the interest that is being offered will be sufficient to ensure that interested
parties incorporate in their bid a reasonable share of any perceived rental

growth.

Occupational Interest and Naming Righis

There is the possibility that one of Hong Kong’s major financial institutions or
corporations may see ﬂliS as an opportunity to secure the right to develop a

new Headquarters Building for its own occupation. Hence, an occupational ( L
rather than developer led bid could be received, accompanied, we would |
anticipate, with the request that the successful party be permitted to name the

private sector tower.
We do not envisage this to be a problem and consider that it can be catered for

in the documentation. Indeed, the endorsement of the scheme through the

involvement of, and investment by, a major Hong Kong or international

The Land Commission

We understand that it would be Government’s intention at an appropriate stage
to consult with thé Land Commission in relation to its plans for this site.
Indeed, it may be that fhe Land Commission would consider that the future
SAR Government should share at least in any premium obtained over and

above the cost of building the Government accommodation. Alternatively, the
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payment could take the form of an annual rental or a sinking fund to be

utilised for the future maintenance of the property. In any event, an early

discussion with the Land Commission in advance of the offering would appear

|

?
! i‘ to be necessary and appropriate.
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RECOMMENDATIONS AS TO FUTURE DIRECTION

(1) BASIS OF TENDER

We have given careful thought to the various options available to Government, and
believe that Government’s objectives would be best achieved through the medium of a

developer-led solution.

‘_-“_L‘—‘—L_
L

1

&

Of the three options that we have considered, the solution whereby Government
undertakes the development and itself raises the necessary funding would appear to be
the least suitable. Clearly, Government is in a position to obtain funds and to secure
credit on considerably better terms than any corporate borrower from the private

sector, but such a scheme would expose Government to the full development risk and
B - SARPTIpe AR R DA AR AL A T

s e

to the vagaries of the property market. We also understand that Government is

e S SRS e

reluctant to increase its financial exposure at the present time, preferring to reserve

funds for major infrastructure projects.

As to a possible contractor—le.él Hsolution, ihere are undoubtedly contractors capable of
undertaking this project, who would be prepared to accept payment on deferred terms.
A number of the banks are also supportive of this solution because of the perceived
security of guaranteed payments by Government {0 the contractor. However,
Government would still be exposed to fluctuations in the properiy reatal mﬁrkets, and
the contractor’s philosophy is likely to be short term in nature, and to attach less

importance to such issues as quality and finishes. Finally the contractor will
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_inevitably mark up his price to reflect deferred payment.

n the case of the developer-led bid, the development and contractual risks would rest

PREVEDPMELE S

firmly with the developer, and the planning, design and execution of the scheme
would be in the hands of experienced and tested professionals. Also, given that the
developer is to be granted by way of reward, a long leasehold interest 1n a substantial

part of the development, the developer clearly has an identity of interest with

Government in ensuring the long term success of the schéme.

Having considered, at some length, all the views expressed 10 us, we believe that if
Government is both to maximise the development opportunities and ensure the widest
participation, documentation should be drawn up the following basis and offers

solicited accordingly : -

- {a) Bidders would be expected to assume full responsibility for the development

and financing of the scheme as a whole, but in return, by way of reward

would enjoy the income from the private sector element of the scheme.

(b)  The successful bidder would be granted a Hying leasehold interest in the

private sector element on the basis outlined in our report.

© The duration/term of that interest shall be until 2047.

(d) There should be no, or at lease minimal, restrictions on alienation, sale,

charging or leasing in the case of the private sector element.
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(h)
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Levett & Bailey

Tn so far as Government requirements are concerned, these will be dealt with
through a performance specification which would cover the needs of
Government including financial allocations where it is not possible to be
definitive at this stage. This would also stipulate the minium number of car

parking spaces to be provided for Government by the developer.

General guidance in regard to the massing, height, layout and design of the
scheme would be incorporated in a Planning Brief, but the bidders will be
afforded maximum flexibility in relation to the design and planning of the )

private sector element.

Bidders will be advised that solutions maximising gross floor area and plot
ratio through dedication will be welcome and supported, provided they saiisfy

the usual Government regulations.

The documentation will indicate a minimum sum to be expended on the

scheme as a whole and on the Government Headquarters, and that the scheme =

(-
as a whole and the Government Headquarters shall be completed within certain

-

specific dates.

Any ancillary works to be provided at the developer’s expense will be cleatly

specified and defined, such as MTRC access tunnels, foot bridges, the

* widening of Lower Albert Road, etc., and similarly, any liability to underwrite

Government relocation costs during the development period will require to be

quantified.
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Levett & Bai

() Government's requirements for the monitoring and control of the project will

be defined, as will the developers liability to meet the expense involved.

Finally bidders wilt be invited to @ -

()

indicale the premium OF annual rental that they would be prepared to pay o

Y\ Government for the flying leasehold interest in the private secior element of
& the scheme.
(b) submit outline design proposals sufficient to illustrate- their intentions in regard

to the planning and layout of the development.

Government’s final decision would therefore be pased on the most acceptable

combination of these two aspects.

MODE_OF TENMDER

VRO, RAC A Sl 2 2ms

We consider that Government would be prudent to approach the offering m two
stages, and based on the full Jocurnentation initially to I INVITE EXPRESSIONS Qf
INTEREST to be assessed on financial and technical capability, including previous
relevarnt experience. This would enable Government to pre-qualify only those bidders
which are considered to have the relevant expertise and financial TeSQUICES and avoid
potential embarrassment if proposals are received from bidders who are clearly not

capable of meeting Government’s requirements. Pre-sclection would also be well

received by potential bidders who would normally be involved in considerable effort
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- and expense in formulating this type of proposal, as those eliminated would not incur

abortive expenses, whilst it would heighten the interest of those that were shortlisted.

Having identified/pre-qualified the most serious contenders, they would then be

invited to bid based on the documentation.

The further advantage of this twd stage approach is that it provides Government with
the opportunity for an interim review, and if the world situation were to deteriorate or
conditions in Fong Kong were, for some unforeseen reason, to turn for the worse,
Government could at the pre-qualification stage modify its sirategy to suit the

changing circumstances.
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CONCLUSION

We believe that the b.asis and mode of tender that we have recommended will
attract maximum interest, and that developers, contractors, the financial community and
potential end users will participate in various combinations and joint ventures. It responds to
the requests that we have repeatedly received that Government should be as definitive as
possible in regard to its requirements, whilst permitting maximum flexibility in the case of
the private sector clement. Most particularly, it defines the inte;:est and term to be granted to
the successful bidder which can be valued to support the bid and can be utilised as security
for funding. In all respects, therefore, we consider it to be a solution to which the privats

sector will respond positively and keenly.
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Redevelopment of the central covernment Offices, West Wing

.00

.01

.03

BRIEF
Introduction

The Hong Kong Government, through the Covernment
property Agency, is exanining the options for
redeveloping the cite of the Central Governnent
offices, West Wing with the intentfon of praviding
modern and prestigious headquarters accommodation
for the Government Secretariat. The’site is bounded
by Lower Albert Road To the south, Ice House Street
to the west, Batfery Path to the north and the
central Government offices, Main and East Wings to
the east, as indicated on the site plan attached

hereto. The site area is approximately 10,500 sg.m.

The Government wishes to retain ownership of the
entire site, and all newly constructed buildings

therechl.

The West Wing site is grossly underdeveloped at
present and a key feature of the redevelopment
scheme is that optimum use shoﬁld be made of the
site and that the development potential should be
maximised in so far as this is both practicable and

desirable.
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.04

.05

.06

Ccovernment’s current requirement for Secretariat
accommodation is such that at least one third of the
site’s full development potential may be made
available for use by the private sector. The
Government Property Agency is therefore desirous
that the opportunities for private sector
participation in the redeveleopment be fully
explored, particularly in regard to the funding,

implementation and co-ordination of the project.

It is recognised that the scale and extent of
interest in this project will to a large degree bhe
dependent upon the degree of flexibility that can.be
built into any invitation that is issued to the
private sector. Clearly, Government’s interests
Qill need to be safeguarded, but an appropriate
balance will need to be struck betweenlfhe
requirements of Government and the interests of the

private sector.

Cognisance will\ﬂeed to be taken of the strategic
location of the gite and those parts of the site
that are well vegetated with scrub and trees shoqld
be retained as far as possible, and as much of the
new ground level as possible made avallable for
public passive recreation and suitably landscaped.

Vehicles should be excluded from this area as far as

possible.

N
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.08

.09

.10

The public streets fronting onto the lower lavels of
the site are extremely congested at present. The
redevelopment preposal must therefore address this
problem and incorporate improvements to both

pedestrian and vehicular movements into, out of and

through the site.

The Government has recently adopted new space
standards for its office sccommodation that are
based on a new range of Furniture, and this will
need to be reflected in the amount, configuration
and quality of space +hat is to be allotted for

Government purposes.

The Government is actively promoting energy
conservation and the project should Dbe designed in
cuch a way that the building fabric and engineering
services combine to produce optimally energy
efficient accommodation, both in terms of capital

and running costs.

The Government wishes to explore the opportunities
for private seetor participation in order to
minimise the need for capital outlay by covernment
and to provide the required Headguarters
accommodation in the.shortest possible time. The
covernment accommodation must be of a high design
standard consistent. with its status as the seat of

Government. Its construction should ke economice and
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causge the minimum of disruption to occupliers of

adjacent accommodation.

The Rale of the consultant

The Consultant will act as the development adviser,
providing the Government Property Agency with an
independent point of reference thrdhghout the
consultancy, and will be responsible for undertaking
an extensive review of all the opﬁions open to
covernment for soliciting private sector
participation and for advising as to the technical

and financial feasibility of all the options in

guestion.

Scope of Consultancy

Following the preparation of an outline informétion
package, wide r;ﬁging interviews will take place
with the leading members of the development,
financial and construction communities and with the
relevant. Government Departments. The concepts and
ideas thrown up as the result of these discussions
will be thoroughly reviewed and financially tested

and ‘the results consolidated in a composite report,

prioritising the various -proposals and setting out -

the Consultant’s recommendations to covernment. The
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inter=relationships between cost, time and value
will be material in recommending a preferred option.
The Consultant shall complete and submit- the report
within 5 calendar weeks from the date of fhé
articles of Agreement. The report will then be
considered by the steering Group to whom the
consultant will be required to make a formal
presentation to assist the steering Group in

arriving at its decision.

Appointment of Sub-Congultants

1T+ is recognised that additional professional skills
and services may be required as part of the review,
and the Consultant ie therefore to be permitted TO
appolint such Sub—Consultants ags may be necessary to
complete the assignment, subject to having receilved
the prior written consent of the Government in
accordance with Clause 13(2) of the Conditions of

Engagement.
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REDEVELOPMENT OF THE CENTRAL GOVERNMENT OFFICES, WEST WING

1.01

1.02

1.03

THE BRIEF

The Hong Kong Government, through the Government Property Agency. is
exarnining the options for redeveloping the site of the Central Governiment
Offices, West Wing with the intention of providing modern and prestigious
headquarters accommodation for the Government Secretariat. The site is
bounded by Lower Albert Road to the south, lce House Street to the west,
Battery Path to the norih -and the Central Government Offices, Main and East
Wings to the east, as indicated on the site plan attached hereto. The site area

is approximately 10,500 sq.m.

The Government wishes 10 retain ownership of the entire site, and all newly

constructed buitdings thereon.

The West Wing site is grdssly underdeveloped at present and a key feature of
the redevslopment scheme is that optimurn use should be made of the site and
that the development patential should be maximised in so far as this is both

practicable and desirable.




1.04

1.05

1.06

Government’s current requirement for Secretariat accommodation is such that
at least one third of the site’s full development potential may be made available
for use by the private sector. The Government Property Agency is therefore
desirous that the opportunities for private sector participation in the
redevelopment be fully explored, particularly in regard to the funding,

implementation and co-ordination of the project.

It is recognised that the scale and extent of interest:in this project will to a large

degree be dependent upon the degree of flexibility that can be built into ény

invitation that is issued to the private sector. Clearly, Government’s interests will

need io be safeguarded, hut an appropriate balance will need to be struck

between the requirements of Government and the interests of the private sector.

Cognisance will need to be taken of the strategic location of the site and thosse
parts of the site that are well vegetated with scrub and trees should be retained
as far as possible, and as much of the new ground level as possible made
available for public passive recreation and suitably landscaped. Vehicles should

be excluded from this area as far as possible.
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1.07

1.08

1.09

1.10

The public streets fronting onto the IoWer levels of the site are extremely
congested at present. The redevelopment proposal must therefore address this
problem and incorporate improvements to both pedestrian and vehicular

movements into, out of and through the site.

The Government has recently adopted new space standards for its office
accommodation that are based on a new range of furniture, and this will need
to be reflected in the amount, configuration and duality of space that Is to be

allotted for Government purposes.

The Government is actively promoting enerdy conservation and the project
should be designed in such a way that the building fabric and engineering
services combine to produce optimally energy efficient accommodation, both i

terms of capital and running costs.

The Government wishes to explore the opportunities for private sector
participation in order to minimise the need for capital outlay by Gavernment and
to provide the required _:Headquarters accommoadation in the shortest paossible
time. The Government a;‘écommodation must be of a high design standard

consistent with its status as the seat of Government. lts construction should he
economic and cause the minimum of disruption to occupiers of adjacent

accommodation.
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REDEVELOPMENT OF CENTRAY. GOVERNMENT OFFICES (WEST WING)

SUMMARY OF SALIENT FACTS

SITE AREA 10,500 5 1w
TOTAL GFA (BASED ON 15:1 PLOT RATIO) 157,500 5q m
CAR PARKING SPACES 900 cps
GOVERNMENT USE 100,000 sq m
300 cps
AVAILARLE SURPLUS 57,500 sq m
(FOR UTILISATION BY PRIVATE SECTOR) 600 cps

INDICATIVE EXAMPLE OF POTENTIAL RENTAL INCOME

TO BE GENERATED FROM SURPLUS RETAIL/OFFICES/CAR PARKING

RENTAL VALUE

G/F RETAIL [K$2,150  p.s.m.
OFFICE HK$650 p.s.m,
CAR PARIKING HE$2,000 per space

RENTAL INCOME PER ANNUM

G/F RETAITL 5,000 sq m Gross @ 070 @
OFFICE 52,500 sq m Gross @ 0.78 @
CAR PARKING 600 spaces @ HE$2,000
TOTAL '

TOTAL ANNUAL RENTAL INCOME

say

per month

per month

per month

HK$2,150

HK$650

HE$424

HK$7,525,000
HK$26,617,500
HK$1,200,000

HK$35,342,500
12

HK$424,110,000

MILLION per annum




REDEVELOPMENT OF CENTRAL GOVERNMENT OFFICES (WEST WING)

ESTIMATED TOTAL CONSTRUCTION COSTS FOR WHOLE DEVELOPMENT

DEMOLITION COST say HK$2,000,000

SITE FORMATION 10,500  sq. m. say HEK$20,000,000

CONSTRUCTION COST

G/F RETAIL 5,000 sq. m. X HE$10,120 HK.$50,600,000
U/Fs OFFICE 100,000 sq. m. X HK$9,900 HK$990,000,000
52,500 sq. m. X HEK$9,900 HK$519,750,000
CAR PARKING 31,500 sq. m. X HK 54,000 Hx$126,000,000
EXTERNAL WORKS say HE$15,000,000
BRIDGE say 1£.$5,000,000
INFLATION ALLOWANCE = 1.50 y1s @ 10.0% pa say
PROFESSIONAL FEES AND
OTHER INCIDENTAL COSTS @ 12.0%  say

TOTAL CONSTRUCTION COST {ASSUME COMPLETION IN END 1993)

say HE$2,250

HK$22,000,000

HK$1,686,350,000

HK$1,728,350,000

HK$267,900,000
HEK$1,996,250,000

HEK$240,000,000

HE$2,236,250,000
olunisn dont whfiur bt S

MILLION




PROGRAMME
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OPTICN LA

VALUATION OF 25 YEAR LEASE OF SURPLUS ACCOMODATION
AT PLOT RATIO OF 15

Rental Income

Rental per month ~ Rental per anounl

/F Retail HK$200 p.sd. HK$2,400 p.s.i
OR HK$2,150 p.s.m. UK $25,800 p.s.m.

U/Fs Office HK$55 p.s.t. HE$650 p.s.f
OR HMEK$590 p.s.m. HE4$7,080 p.s.m.

The Valation

/T Retail 5,000 sq. m. 0.70 @ HK4$25,8C0
YP for 25 yrs 129 & 4%

U/Fs Office 52,500 sq. m. 078 @  HK$7,080
YP for 25 yis 13% & 4%

Car Parking Space 600 no. @ HK$250,000

Capital Value
Compare with Gross Development Cost as at end of Year 3

P.V.for 3 yrs@
RESIDUAL AMOUNT

Footnote :
Residual Amount is the amount available to cover any addi

il

l

11

o

HK $50,300,000
6.9439 HK $627,034,170

HK $289,926,000

6.4930 HK$1,882,480,518
11$150,000,006

HK$2,659,523,688

HK$2,649,150,000

Net Prefit : HK$10,373,688
11.5% 0.7214

HIC 7,483,579

38Y MK $7,000,000

tional requirements under the tender documeontation

with the balance for allocation as between the parties in such proportions as the Developer deems appropriate,




QPTION 1B

VALUATION OF LEASE UPTO 2047 OF SURPLUS ACCOMODATION
AT PLOT RATIO OF

15

Rental Incoms

EASE oL s

Rental per month Rental per annum

G/F Retail BiK$200 pst HIK$2,400 p.s.f.
OR HIK4Z,150 p.s.m. HK$25,300 p.s.m.
U/Fs Office HK$55 p.st. K660 p.s.f.
OR  HEK4500 ps.m. , HIC$7,080 p.s.m.
The Valuation
G/F Retail . 5,000 sq. m. 0.70 @ HK$25800 =
YP for 53 yrs 12%
"U/Fs Office 52,500 sq. m. o8 @ @ HK$7,080 =
B YP for 53 yss 13%
Car Parking Space 600 wo. @ HE$250,000 =

Capital Value
Compare with Gross Development Cost as at end of Year 3

pV.for 3 yr @

RESIDUAL AMOUNT

Foolmote :
Regidnal Amouat i8 the amount available

with the balance for allocation as between the parties in such proportions as

o

to cover any additional requirernents unde
the Developer doems appropriate.

K $50,300,000
3.3128

HE$289,926,000
7.6805

Net Profit :

11.5%

say

HE$750,645,840

HE$2,226,776,643

_ BKSI50,000,000_

L 53,127,422,483

H¥$2,649,150,000

HE$478,272,483
0.7214

[ A
K $345,025,769

HK $34.5,000,000

r the fender documentation



OPTION 24

VAL UATION OF 25 YEAR LEASE OF SURPLUS ACCOMODATION
AT PLOT RATIO OF

18

Rental Income

Rental per month

G/F Retail HK$200

OR HE$2,150

U/Fs Office HEK$55

OR HK3$550

The Valuation

G/F Retail 5,000

YT for 25

U/Fs Office 84,000

YP for 25

Car Parking Space 600

Capital Value

p.s.f.

p.8.00L

p.af.

p.S.m.

5Q. 1.

yI8

5q. ML

0.

Rental per annum

HK52,400 p.a.f.
HK$25,800 p.s.m.

HIK$660 p.s.f.
HK$7,080 p.s.m.

It

070 @ HK$25,800
12% & 4%

I

0,78 @  HK$7,080
13% & 4%

@ HIK$250,000

Compare with Gross Development Cost as at end of Year 3

RESIDUAL AMOUNT

Footnots :

Residual Amount is the amount available to caver
with the balance for allocation as between the parties in suc

PV.for 3 yrs @

HE.$90,300,000
6.0439 HK$627,034, 170

HK $463,831,600
6.4930 HIC$3,011,983,229

HK$150,000,000 ( .

HIZ$3,789,017,399

H<$3,178,980,000

Net Profit : HK$610,037,399
11.5% 0.7214

1K $440,080,979

say 11K $440,000,000

any additional requirements under the tender documentation
h proportions as the Developer deems appiopriate.




QPTION 2B

AT PLOT RATIO OF

18

Rental Income

-,

G/F Retail

U/¥s Office

The Valuation

G/F Retail

U/Fs Office

Cai)ital Value

Compaze with Gross Develop

HIL$200

OR HK$2,150

OR

YP for

YP for

Car Parking Space

RESIDUAL AMOUNT

Footnote :

Residual Amount is the amount available to cover any a

HK3$35
HIK$590

5,000
53

84,000
53

600

Rental per month Renial per annum

p-s.f. HIK$2,400 p.s.f.
p.sm.  HK$25800 p.s.a.

p.sf. HK$660 p.s.t.
p.g.m. HK$7,080 p.s.m.

5q. I 070 @ FK$25,800
yIs 12%
Q. m. 0.78 @ HK$7,080
YIS 3%

ne. @ HIK$250,000

ment Cost as at end of Year 3

p.V. for 3 yrs@

VALUATION OF LEASE UPTO 2047 OF SURPLUS ACCOMODATION

Il

I

]

H£$60,300,000
8.3128 EK$750,645,840

HIC$463,881,600
76805 HK$3,562,842,629
HK$150,000,000
HE$4,463,488,489
HK$3,178,580,000
Net Profit : HIC§1,284,508,469
11.5% 0.7214

MK 5926, 044,409

say £ $927,000,000

dditional Tequirements under the tender documentation

with the balance for allocation as between the parties in such proportions as the Developer deems appropriate.




SENSITIVITY ANALYSIS 1 ;
25 YEARS LEASE OF SURPLUS ACCOMMODATION

A SENSITIVITY ANALYSIS ON OFFICE RENT AND PLOT RATIO
AT RATE OF FINANCE OF 11.5%pa
RESIDUAL AMOUNT (HE$ MIL)

OFFICE RENT PLOT RATIO
15 16 17 18
HK$ds [(246)  (152)  (59) 35
HK$50 | (108) 14 135 256
HK$55 | 7 152 296 440 ,
HK$60 | 146 317 489 661 -
UK$65 | 261 456 650 845

B SENSITIVITY ANALYSIS ON RATE OF FINANCE AND PLOT RATIO
AT MONTHLY OFFICE RENT OF HKS$55 per sq ft
RESIDUAL AMQUNT (HEK$ MIL)

FINANCE RATE PLOT RATIO
15 16 17 18
10.0% 48 201 354 506
10.5% 34 184 334 484
11.0%| 21 168 315 462
11.5% 7 152 296 | 440
12.0% (5 136 278 419 |
12.5%| (18) 121 260 398 ,,
13.0% (30) 106 242 378 (
FOOTNOTE :

Residual Amount is the amount available to cover any additional requirements under the tender documentation
with the balance for allocation as between the parties in such proportions as the Developer deems appropriate.




SENSITIVITY ANALYSIS 2 :
LEASE UPTO 2047 OF SURPLUS ACCOMMODATION

A SENSITIVITY ANALYSIS ON OFFICE RENT AND PLOT RATIO
AT RATE OF FINANCE OF 11.5%pa
RESIDUAL AMOUNT (HK$ MIL)

OFFICE RENT PLOT RATIO
15 16 17 18
K545 46 <180 313 447
HKS$50 [ 209 376 542 708
. HK$55 | 345 539 733 927
( : TIK$60 735 961 1,188
HE$6S 898 1,152 1,406

B SENSITIVITY ANALYSIS ON RATE OF FINANCE AND PLOT RATIO
AT MONTHLY OFFICE RENT OF HK$55 per sq ft
RESIDUAL AMOUNT (HK$ MIL)

FINANCE RATE PLOT RATIO
15 6 17 18
10.0%| 399 604 809 1,013
10.5%| 381 582 783 984
11.0%| 363 560 757 955
11.5%| 345 539 733 927
. 12.0%| 328 518 709 899
f—r 12.5% 311 498 685 872
- 13.0% 294 478 662 846

FOOTNOTE :
Residual Amouni is the amount available to cover any additional requirements ander the tender documentation

with the balance for allocation as between the parties in such propostions as the Developer deems appropriate.




APPENDIX B
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PROPOSED CENTRAL GOVERNMENT OPFICES
West Wing Redevelopment

possible Bonus Ared calculations

Site Area s+ 10,500 m2
Deck Area : say 10,000 m2
Class of Site COR S

permitted Plot

Ratic (non- : 15

Domestic)

Tower Dimension : 83aY 40m x 40m (similar to cloucester Tower)

Assuming the entire rpdf deck at Lower Albert Road level is
dedicated to public passage except entrance lobbies toO
Towers above subject to Building Authorities approval.

Area Dedicated to public 10,000 = 40 x 40 x 2

= 10,000 ~ . 3,200
= 6,800 m2
Assuming Bonus Factor
(with street frontage) = 5
Therefore Bonus G.F.A. = 6,800 x_5

34,000 mé or

il
(8%
.
[ I
(=]
[

Equlvalent Bqnus P.R. 3.238

> Maximum Bonus F.R.
15 x 20% = 3

il

Therefore Dedication Area Bonus Plot Ratio 3 or

Bonus G.F.A. = 3 x 10,500
31,500 m2

il




Annex 2

Comparison of Implementation Programme

Tamar development project VS In-situ redevelopment of
Murray Building and Central Government Offices (CGO)

()

(3)

(4)

()

Tamar In-situ Redevelopment
Murray Building + CGO
Event Duration Event Duration
(Months) (Months)
e Construct new 39 e Demolish Murray 10
building(s) on Building
Tamar site
e Testing & 3 e Construct new 32
Commissioning building(s) on
(T&C) Murray Building site
e T&C 3
e Demolish CGO 10
e Construct new 32
building(s) on CGO
site
e T&C 3
Total 42 Total 90
Note:
(1) The Murray Building + CGO Option is 48 months (4 years) longer

than the Tamar Option counting from Day One of construction work
on site.

The pre-contract lead time for the Murray + CGO Option will be
longer than the Tamar Option, since preliminary feasibility study,
topographical survey, preliminary environmental review, ground
investigation etc. have already been carried out for the Tamar
Option.

The 3 months allowed for T&C includes testing and commissioning
of IT and building services systems and moving-in of tenants.

The 32 months each allowed for the construction of new building(s)
on the Murray Building and CGO sites is a preliminary assessment
assuming the scope of development will be the same as the Tamar
Option. Time has not been allowed for any unforeseen underground
utilities, geotechnical complications and adverse underground soil
conditions etc. for the Murray + CGO Option.

Programme barcharts comparing the 2 Options are attached.




Programme for Tamar Development Project

No. of Month(s)

102 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34 35 36 37 38 39 40 41 42 43 44 45 46 47 48 49 50 51 52 53 54 55 56 57 58 59 60 61 62 63 64 65 66 67 68 69 70 71 72 73 74 75 76 77 78 79 80 81 82 83 84 85 86 87 88 89 90 91 92 93 94 95

Construction of New
Buildings on Tamar Site
(39 months)

Testing & Commissioning
(3 months)

Programme for In-situ Redevelopment of Murray Building and Central Government Offices (CGO)

No. of Month(s)

10234 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34 35 36 37 38 3 40 41 42 43 44 45 46 47 48 49 50 51 52 53 54 55 56 57 58 59 60 61 62 63| 64 65 66 67 68 69 70 71 72 73 74 75 76 77 78 79 80 81 82 83 84 85 86 87 88 89 90 91 92 93 94 95

Demolish Murray Building
(10 Months)

Construction of New
Building(s) on Murray
Building Site

(32 months)

Testing & Commissioning
(3 months)

Demolish CGO
(10 months)

Construction of New
Building(s) on CGO Site
(32 months)

Testing & Commissioning
(3 months)




Annex 3

L
eudnitnnng?

PROTECTION OF RIDGELINE
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