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FIRST STAR DEVELOPMENT LIMITED

Your Ref : HDIA&M)P 12/23/8 PL4S

10% June 2002 ; ’ .

. BY FAX 2762 1110 & BY POST
Mr. Anthony Miller, J.P. af

- Directar of Housing
Housing Department _
Houaing Autharity Headquarters g

* 33 Fat Kwong Street ‘

He Man Tin
Kowlaon
Hong Kong

Déar Mr. Miller

Private Sactor Partjcipation Schema — HUnghorﬁ Peninsula
Kawlaon Inland Lot Na.11078, Hunghom Bay Reclamation Area. Kawloon

Yo

We refer to your letter dated 27% May 2002.

We learn with delight the announcement of Mr. Donald Tsang, Chlef Secrewary for
Administration, on 5% June 2002 that the moratarium on the saje of Homs Ownership
Scheme {"HOS") tlats, which was Implemented in Septamber 2001, will cease to
apply with effect from 1= July 2002 and that the sale of HOS flats mu rasuma after 1

July 2002.

-

Hawever, with great disappointment, we note that none of the 4,948 flats quota under
the Phase 24A and Phase 248 sale programmes will be allecated to flats in Hunghom
- Peninsula.- It means thart the Housing Autherity is not prepared to nominata -home-
-owners to purchase the flats in Hunghom Peninsula on a date earlier than April 2003:

and it ls yet uncertam whether the Housing Authority will do sa even aftar April 2003.

_ As you may be gware of, your Department has been pushing us hard to corﬁple’tc the -
Hunghiom Peninsula develapment on time. |n response, we have done our best to
expedita the warks; and as a result, we are axpecting the issuance of the Occupation
Permit for Hunghom Panmsula by the Building Autherity within these two weeks.

Also, all the cutstandmg issues in_connection with the consent to sell have been
resolved with the Lands Department and the consent shcu!d be available shortly:

Whilst we acknowledge that there is ‘Special Condition {25) under the Canditions of
Sale of Kowloon inland Lot Na. 11078 {“Grant”}, we must however stress that it has all
alang been the practice of the Hausing Authority since the implementation of the
Private Sector Participation Scheme (*PSPS*) that it would use its utmost endeavaur to
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nominate home-owners to purchase the fiats as soon as possible, and indeed there
were occasions in the past that the Hausing Authority had nominated hame-owners 1o
purchase the flats well befare the development was completed. It was certainly not in
the cantemplation’ of either the Government or our Company when entering into the
Grant that the Hausing Authority would refrain from nominating heme-owners 1o
purchase the flats even when the development is completed.

We de nat think it is the spirit of the PSPS or the original intention of the parties for the

Housing Autharity tao simply rely on Special Condition-(25}(b] due to a change of
Government policy, and therefore refuse to procead with any namination altogether.

In ahy event, from the pravious course of dealing and the surrounding circumstances of
the case. we believe it is clear that the Housing Autharity is obliged ta use its utmaost

" endeavour to nominate home-ownars 1o purchase the flats in Hunghom Peninsula as

sacn as possible.

The current decision of the Government not T0 put the flats In Hunghom Paninsula for
sale even after completion of the development Is unfair and is wlely contrary to the

expectation of our Campany. in pamcular financially.

As it is now anncunced that no flat in Hunghom Peninsula will be offered for sale
befare April 2003 or at a even much later date yet to be detarmined, we think obliged
10 bring a your attention the extra and unexpected costs and losses that will be
incurrec due 1o the delay in the sale of the flats in Hungham Peninsula.

Rates will ba payable after the jssuarice of the Occupation Parmit.

Though Government rants are payable in any event; but if the flats are sold, then they
will not be the respansibility of our Company but will ba payshle by the home-owners,

When the development ig completed, which will oecur very soon, @ management
company will have to be retained to manage Hunghom Peninsula even though no flat is
sold; and management fees will start to be payable as well.

From your experisnce in managing idle flats in other HOS projects.'you will fully
appreciate that huge expenses will be incurred for the reqular maintenancs of idle flats.
This is now expected to happen in Hunghom Panlnsula.

Ancther huge sum of maney will need to be spent an repairs and raplacerments before
all these jdle flats ars able to be put into the market for sale after & long period of

non~accupation.
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'FIRST STAR DEVELOPMENT LIMITED
Furthérmore, it no flat in Hunghom Peninsula is ;old. n w;ull also be irﬁp;:ssible for u; o

sell ar 1o lease the shops and car parking spaces in the same development; and as a
result, we will suffer Joss of sale proceeds and rental income.

As a normal practice and in refiance upen the previous course of dealing between us,

we have raised finances for the project and we expect to make repayment afrer
realization of the proceeds on the sales or the rentals on the leases which wea expect
will take place right after ar even befare completion of the development. But now, 1o
the contrary, substantial extra interests will accrue due %@ the delay in the sale

As a rough estimarte, the unexpected and extra costs and lasses that we have ta bear
amgunt 1o HK$167 million per year. Please refer to the annex far the astimated

breakdown.

We are given to understand thet it is due to the changse of the Government's housing
policy that a moratorium be imposed on the sale of HOS: and though such moratorium
will soon be uplifted. that there will still be a restriction on the number of HOS flats 1o
be available on the property market. And such change of Government policy causes
the Housing Authority not te nominate home-owners 1o purchasa the flats in Hunghom
Peninsula in the foreseeable future. at least befare April 2003. '

This is howsver not a force majsure event but indeed only an administrative meaure for
the convenienca of the Govamment In the impiementatian of fts palicy.

We ara of the view anc we strangly plead that, we, as a private developer, should nat
be and ivisinequissble fzr us to Ye, penalized and caused 10 sufferioss due to 2 changs
in Government policy. It'is totally unreasonable and unfair that the Government shall
implement its policy to the detriment and at the expenge of a privata devslaper who

supports the Gavernment by participating in the PSPS.

We therefore urge you to consider our concern serlously. We trust that, as a
responsible Government, you and ygur colleagues must have already had plans on how
to handle and resolve such a difficult situetion which we are now facing. We sincerely
look forward to having a mesting with you ta discuss the matter.

Your faithfully,
Fer and on behalf of
First Star Deyelopme

Leung Chi Kin Stewa

Encl.
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FIRST STAR DEVELOPMENT LIMITED
Annex
, Estimat‘ed Costs aﬁd Ex"penses  per 12 mantha

Rates HK$14.4M

Government Rents HK$5.6M

Manégement Fees E HK$ 19.5M

Expanses for regular rﬁaiﬁtenance of idle units HK$10.0M

Expenses for repairs and replacem;ents on idle units Canncf Be Ascer:ained.
{g:\ , before thay c?n be offered tor sa.le in the market '
~, after long periad of non-ocaupation

Loss of rental incomes generated fram shops

Loss of rental incomes ganerated from car parking spaces

Loar Interest

U}

i ‘:'_:_.
{
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Fre-nale Consent for PSPS at Hunghqm Bay

Deseription Dale Remarks ,
Application for Presale Consent 3173/2000 Application by Salicitor to LA CO

‘Deed of Mutual Cavenant (DMC) / Management Agreement (MA) for PSPS st Bunghom Bay

- Description Date Remarky , .
First Submission Tt 31BM000 Submission by Salicitor to LACO and Housing Dept,
Howsing Dept’s Comments T 26612000 Housing Dept's Letter 1o Developer directly on Submission dated 3 i/3/2000

211212000 Hausing Dept's Letter 10 Devcloper dircetly on Submissions dated 12/10/2000 & 23/10/2000
1142001 * " Housing Dept's Letter to Dovelaper dircctly on Submissian dated 28/1/2001

22/6/2001 Housing Dept's Latter to Devcloper directly on Submission dated 30/5/200]

15/1172001  Housing Dapt’s Letter to Developer directly an Submission daged 18/912001

281212002 Housing Dept’s Letter addressed to Developer ditectly on Submissians dated 29/11/2001 &

17/1/2002; Major commenls zre:
L Bxchsion of the Steel Liglting Frames under the Eleyated Deck fram the Development Cominon
Area '

2. Categorization of the 24-hr Pedestrianway as Commercia) Common Area and Maintenanca /
Management Responsibitity (o be borns by Shopa aad Kindergarien '
3. Categorization of tho Carpark Roof and Carpark Lifts as Commicroiaf and Carpark Commeon Arca, a
new catcgqu ) . : .
20/6/2002  LACO's Letter, enclosing Housing Dept's Memas, to Saficitor an Submissian dated 8/4/2002 & 9/5/2002; -
Major comments are: ' .
) S 1. Calegorization of the Carpark Roofas Commereial and Carpark Common Aroa, a new category
| 2. Review of the whole sct of DMC according to draft DMC Guidelincs dated 8/10/2001
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Deed of Mutual Covenant (DMC) / Mansgement Agreement (MA) far PSPS i Hunghom Bay (Cont')

Description - Date Remarks .
Latest Submission C o B/6/2002 Submission by Solicitor to LAC'O xcga;dihg Undivided Shares and Management Shares and Categorization.
» of Carpark Roof afier Finslizarion of the Categarization of tio 24-he Pedestrianway as Development
Common Area ' -

lsaue of 24-hr Pedeatrianway of PSFS at Huoghom Bay

Description ' Datc Remarkg .
Submission : 2002 Developer's Letter to Housing Dept to elarify the Stand Points for Categorization of the 24-h
‘ | Pedoririanway as Development Common Area
First Chase for Reply : 4/4n002 Developer’s Letter to Housing Dept chasing for carly reply so na for carly finalization of the DMC nnd
: : issuance of Pro-sale Conscirt » , | A

" Housing Dept’s Inferim Reaponse - 8/412002 Housing Dept's Letter to Developer regarding the refecral of the issue 1o Lands Dept
. Second Chase for Reply T 25/41002 Solicitar's Letter to Housing Iteps chasing for carly reply

Housing Dept's Iiterim Response = 29/4/2002 Hausing Dept's Letter to Salicitor regarding the referral oftho issue to Lands Dept

.Housiug Dept's Final Reply T 214572002 Hausing Dept’s Letter to Monitoring Surveyor canfioming the Categorization of the 24-hir Pedestrianway az

Development Common Area; Undivided Shares and Management Shares can then be finalized

Chase for Progress and Resources of PSPS st Hunghom Bay

Description Dato Romnarks _
Housiog Dept’s Comments : - AS12002  Housing Dept's Lettor to Developer giving comuments an pmﬁmu

17/5r2002 Houring Depl’s Letter to Developer giving camments an progress

30/5/2002 Homiﬁg Dept’s Letter to Developer giving commeats an progress and resources planning

18/6/2002 Housing Dept's Letter to Developer giving comments ot resourees planning and requesting for revised
~ progmme S _
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Sales of PSPS at Runghom Bay
Deycription
luitial Sales Mecting

Request for Sales of All Flats
Housing Dept's Reply

Sales Propasal

Dag

3/4/2002

11/5/2002
271512002

11372002

15/3/2002
19/3/2002
22412002
30/4/2002
16/$/2002
71612002

Remarks

Mexcting betwoen Housing Dept and Developer; Verbally Nofification by Housing Degt for their Planning

of Sales of around 700 flats sfter Expiry of the Moratorium

" Developer's Lettee to Housing Dept requesting for Sales of All Flats after Expiry of the Mommdum
Can

Hﬂllllﬂﬁ Dﬂll ] l‘m m DCV(_!!I’_"!_T mmm(mg tha p'c'v"ﬂﬂuu e dh-al h e
and Buy-back Arrangement '

Developer's Letter to Housing Dept, as verbally requested by Housing Dept afer Verbal Discussion on
Sales Arrangement
"Housing Dept's Letter to Developer giving commients an Salcs Armangement

Housing Dept’s Letter (o Develaper giving comments an Salos Literatuse

Housing Dept's Letter to Develaper giving comments an Sales Literature ,

Housing Dept's Letter to Developer giving. camments on Salex Amnnnm_l_'v_ﬂ, and Sale Literatuse
Housiag Dept’s Letter to Mmutormg Surveyor glving comments ot Sales Modclx

Hausing Dept's Letter to Dwdopur giving commcnls on Snlu Literaturo
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