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CB(1)1229/09-10(02)

Subcommittee on Land (Compulsory Sale for Redevelopment)
(Specification of L ower Percentage) Notice

List of follow-up actions arising from the discussion
at the meeting on 23 February 2010

Information requested by Hon Margaret NG (CB(1)1193/09-10(04) in relation
to the 2582 residential/composite buildings of 50 years or above, as mentioned
in Annex 1V to CB(1)1163/09-10(01), that would be affected by the Notice if
and when it came into effect on 1 April 2010.

Information on distribution of the buildings in (a) by districts, compared with
that of those buildings included in the ongoing territory-wide building
inspection of about 4 000 buildings aged 50 years or above undertaken by the
Buildings Department (BD) following the collapse of an old tenement in Ma
Tau Wai Road.

Please refer to Annex | for the distribution of the 2582 residential/composite
buildings of 50 years or above by district. These 2582 buildings are covered in
the 4000 buildings aged 50 years or above subject to the ongoing territory-wide
building inspection following the collapse of the building at No 45J, Ma Tau
Wal Road.

As the inspection exercise is still under way, we will only be able to provide
information on the number of buildings in dilapidated or dangerous condition
after the inspection is completed in around March.  Further information on the
rest of the 4000 buildings will be made available at the same time.

The proposed lowering of the compulsory sale application threshold to 80% was
the subject of public opinion surveys done via telephone in 2006 and 2008
respectively. A mgjority of the respondents of the 2008 survey agreed with the
proposal to lower the application threshold to 80% for lots with buildings aged
50 years or above. The Administration has no intention to conduct another
dedicated consultation with the owners of those buildings aged 50 years or
above.

Consider revising the proposed second class of lot under the Notice to specify
that the lower application threshold of 80% would be applied to those buildings
aged 50 years or above which in the opinion of the Building Authority had been
rendered dangerous or liable to become dangerous.

We have considered Members suggestion very carefully. The legidative
intent behind enactment of the Ordinance is to facilitate private sector initiated
urban renewal under specified conditions to help address the issue of building
dilapidation in the built up areas. This complements other policy and
legidlative measures introduced to tackle the overall building maintenance and
building safety related issuesin Hong Kong.
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We wish to advise that the declaration of a building as dangerous or liable to
become dangerous under section 26 of the Buildings Ordinance (Cap 123) is
based on considerations of a different regime from that for the issue of a
compulsory sale order under Cap 545, and also, for different policy objectives.
It isto be noted that there is awide range of circumstances which can lead to the
service of an order under section 26 of Cap 123 on a building from, for example,
the imminent danger of afalling window posing danger to passers-by to marked
building dilapidation posing danger to the public and to the occupants. As
such, it will not be in line with our policy objectives to further revise the
specification of the second class of |ot as proposed.

Consider reviewing the Land (Compulsory Sale for Redevelopment) Ordinance
(Cap. 545) (the Ordinance) in respect of rights and compensation to tenants
affected by compulsory land sale.

Please refer to Annex Il for an information note on the protection of tenants
under the Ordinance. In the light of the available protection, we do not
consider it necessary to review the Ordinance further at this stage.

The relevance/compatibility or otherwise of "age or state of repair of a building"
as referred to in section 4(2)(a) of the Ordinance to/with the definition of
"dangerous buildings® or reference of "liable to become dangerous’ under the
Buildings Ordinance (Cap. 123).

As we have explained at previous Subcommittee meetings, the considerations
for "age or state of repair of a building" as referred to in section 4(2)(a) of the
Ordinance are not the same as the considerations for declaring a building as a
“dangerous building” or a building “liable to become dangerous’ under section
26 of the Buildings Ordinance (Cap 123). We will explain in more detail at the
meeting on 25 February.

Information on the auctioned price in terms of per square foot saleable area in
past compulsory land sale cases vis-avis that of the value of the redevelopments
on the lots concerned.

Please see Annex |11 for a comparison of the existing use values of the lots for
which compulsory sale orders had been granted under the Ordinance and for
which auctions had subsequently been completed. Of the 20 cases with
compulsory sale orders issued since 1999 (the 21% case is not included as the
auction has yet to take place), one of the orders was vacated at the request of the
appointed trustee for the case. Of the remaining 19, there is no available
information on the existing use value in 2 of the cases. Annex Il is a
comparison on the remaining 17 cases only. On average, the transaction price
of thelot(s) in question is about 2.5 times the existing use value of the lot(s).
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Information, with reference to past Lands Tribuna judgments, on whether and
how the Lands Tribunal conducted professional and independent assessment of
the existing use value and redevelopment value of subject lots in determining
compulsory land sale applications.

Please refer to the information note on “ Summary of Key Issues Covered in Past
Lands Tribunal Judgments on Applications for Compulsory Sale under the Land
(Compulsory Sale for Redevelopment) Ordinance’ (CB(1)1172/09-10(03)) for a
summary description of how the Lands Tribunal had conducted assessment on
the existing use value and redevelopment value of the subject lots under
compulsory sale in the 10 cases with sale orders granted and for which written
judgments are available from public channel.

To better illustrate the process, we are attaching at Annex 1V A an extract from
the judgment of case LDCS 11000/2006 on Kam Kwok Building and National
Building relating to the Lands Tribunal’s valuation of the existing use values of
the residential units at the buildings and the redevelopment values of the lots.

We are also attaching at Annex |V B an extract from the same judgment on the
background to the case. It isto be noted that the Applicant in this case actually
purchased through a public tender the 92.31% of the undivided shares of the lots
from their owners in September 2006 and submitted an application under the
Ordinance in November 2006.

Consider designating areas which warrant redevelopment for implementation of
the Ordinance

Since July 2008, we have been engaged in a comprehensive review of the Urban
Renewal Strategy. At the meeting of the LegCo Panel on Development held
on 23 February to discuss progress of the review, we reported to Panel Members
views collected during the first two stages of the public engagement process
involved and the initial views of the Steering Committee on Urban Renewal
Strategy Review regarding the future direction for urban renewal, including a
more district-based approach. During the ongoing Consensus Building stage of
the review, we will consider how best to take into account those views.

Consider providing owner participation arrangements such as "flat-for-flat"/
"shop-for-shop" arrangements for affected owners in the Ordinance to protect
minority owners interests.

It isthe Administration’s view that the current provisions in the Ordinance have
aready struck a careful balance between protection of the interests of majority
owners and minority owners. We do not consider it appropriate for the
Government to mandate any form of collaboration in respect of sale of
properties between private owners.



Annex |

For the 2582 residential/composite buildings of 50 years or above, the
distribution of these buildings by district is tabulated below. Please note that
the data given is subject to verification.

Residential/Composite buildings aged 50 or above

District I& RS 50 £ DL ERY
27 E HEEF
Central & Western 1 g & 290
Eastern 5 & 198
Southern 5 & 124
Wan Chai &1+ 336
Kowloon City J1EEHK 755
Kwun Tong &1 3
Sham Shui Po ZE7K 430
Wong Tai Sin 55 KAl 1
Yau Tsim Mong JH42 445
Islands Hft £ -
Kwai Tsing & -
North Jt & -
Sai Kung 5 & -
ShaTin 2 H -
Tai Po A1 -
Tsuen Wan %= & -
Tuen Mun #5F9 -
Yuen Long JTEA -

Total FHEEL 2582
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Subcommittee on Land (Compulsory Sale for Redevelopment)
(Specification of L ower Percentage) Notice

Protection of Tenantsunder the
Land (Compulsory Sale for Redevelopment) Ordinance

Purpose

This paper summarises the key provisions relating to the
protection of tenants under the Land (Compulsory Sale for Redevel opment)
Ordinance (Cap 545) (“Ordinance’).

Deliberations by the Bills Committee

2. When the Bills Committee considered the Land (Compulsory
Sale for Redevelopment) Bill in 1998, it had deliberated on whether
compensation to tenants might be payable by the purchaser, and whether
the Lands Tribunal could order the majority ownersto pay compensation to
the tenants of the minority owners. Noting that such a provision in the
Bill would run the risk of letting tenants control the entire situation, and
that the complications involved in terminating contractual tenancies and
vacating tenants would be a deterrence to potential purchasers of the lat,
the Bills Committee considered that these onus should not be passed onto
the purchaser or the mgjority owners.

Relevant Provisions

3. The following paragraphs summarise the major provisionsin the
Ordinance relevant to the protection of tenants. The numbers in square
brackets denote the section number of the Ordinance.

31 When making an order for compulsory sale, the Lands Tribunal
may order that compensation be paid to a tenant for termination of tenancy
[s4(6)].

3.2 The Lands Tribunal may specify in directions that -
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(@ tenancies shall be terminated immediately upon the
purchaser becomes the owner [s8(1)(b)(i)]; and

(b) tenants are to deliver vacant possession only upon expiry
of 6 months immediately following the day the purchaser
becomes the owner [s8(1)(b)(ii)]*.

3.3 The Lands Tribunal may take into account the following in
determining the amount of compensation -

(@ thetenants representations [s8(4)(a)]; and

(b) the benefit afforded to the tenants for not being required to
deliver vacant possession until six months after the
purchaser becomes the owner of the lot [s8(1)(b)(ii) &

s8(4)(b)].
34 L ease covers both oral or written agreement [s3(6)].
35 Upon the sale of the lot, each ex-owner will be responsible for

paying the compensation to their own “ex-tenants’ [s8(3)(a)] if
compensation is specified in the order issued by the Lands Tribunal. The
trustee will deduct the compensation amount specified by the Lands
Tribunal from the sale proceeds before releasing the residual amount to the
owners [s11(2)(c)].

Development Bureau
February 2010

! This arrangement is more favourable than the usual arrangement for tenants

to deliver vacant possession after one to three months’ notice by the landlords.
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Comparison of the Existing Use Value (EUV) and Transaction Price of the
Lotsin the 20 Caseswith Sale Orders Granted (up to January 2010))

1.
No. of cases
Sold at reserve price 17
Not sold at reserve price 2
Not sold 1*
Totd 20

2. According to the information from the Lands Tribunal, the sale order of the
one case (marked * ) was vacated (made void) on application by the
appointed trustee for the case.

3. Of the remaining 19 compulsory sale orders granted, there is no available
information on the existing use value in 2 of the cases. The table below isa
comparison on 17 cases only. On average, the transaction price of the lot(s)
in question in those cases is about 2.5 times the existing use value of the
lot(s).

Development Bureau
February 2010



Case No. Property Address | Total Existing Transaction (b)/(a) Remarks
Use Value Price
($ mllllon) (a) ($ million) (b)
(1) LDCS 1000 | 233-239 Nathan Not available 191 -- Where subject lot was sold at reserve
of 2000 Road, Kowloon price.
(20 LDCS 1000 | 16 Westlands Road, 253.05 310 1.23 Where subject lot was sold at reserve
of 2001 H.K. price.
EUV information drawn from valuation
report attached to the application to the
Lands Tribunal#.
(3 LDCS 2000 |28 Ming Yuen 6.619 15.79 2.39 Where subject lot was sold at reserve
of 2001 Western St. price.
EUV information drawn from case
judgment.
(499 LDCS 1000 | La SingCourt, 13-15 391 1,710 4.37 Where subject lot was sold above reserve
of 2003 Tai Hang Road, H.K. price

EUV information drawn from valuation
report attached to the application to the
Lands Tribunal#.




Case No. Property Address | Total Existing Transaction (b)/(a) Remarks
Use Value Price
($ million) () | (®million) (b)
(55 LDCS 2000 | 4-6A Castle Steps, 35.5 126 3.55 Where subject lot was sold at reserve
of 2004 H.K. price.
EUV information drawn from case
judgment.
(6) LDCS 3000 | VillaSplendor, Nos. 84.82 508.89 6 Where subject lot was sold at reserve
of 2005 9-12 Chun Fai price.
Terrace . . .
EUV information drawn from valuation
report attached to the application to the
Lands Tribunal#.
(7) LDCS 6000 | 28,30,32& 34Wood 132.11 294 2.23 Where subject lot was sold at reserve
of 2005 Road price.
EUV information drawn from valuation
report attached to the application to the
Lands Tribunal#.
(8 LDCS 2000 | 20A,20B & 20C 257.27 661 2.57 Where subject lot was sold at reserve
of 2006 Shan Kwong Road price.

EUV information drawn from valuation
report attached to the application to the
Lands Tribunal#.




Case No. Property Address | Total Existing Transaction (b)/(a) Remarks
Use Value Price
($ million) () | (®million) (b)
(99 LDCS 3000 |6 ShiuFai Terrace, 157.9 358 2.23 Where subject lot was sold above reserve
of 2006 H.K. price.
EUV information drawn from valuation
report attached to the application to the
Lands Tribunal#.
(10) LDCS 6000 | 9A-9H Seymour 161.356 464 2.88 Where subject lot was sold at reserve
of 2006 Road, H.K. price.
EUV information drawn from valuation
report attached to the application to the
Lands Tribunal#.
(11) LDCS11000 | Kam Kwok Building 637.9 1421.124 2.23 Where subject lot was sold at reserve
of 2006 at 210-216 Gloucester price.
Road & National _ _
Building at 12-20 EUV information drawn from case
Marsh Road judgment.
(12) LDCS IL746 & remaining 185.49 491 2.65 Where subject lot was sold at reserve
13000 of portion of ML 269 price.
2006

(Nos. 7-19 Tang Lung
Street)

EUV information drawn from valuation
report attached to the application to the
Lands Tribunal#.




Case No. Property Address | Total Existing Transaction (b)/(a) Remarks
Use Value Price
($ million) () | (®million) (b)
(13) LDCS5000 44 -46 Haven ., Tai 38.05 70.5 1.85 Where subject lot was sold at reserve
of 2007 Hang, HK price.
EUV information drawn from case
judgment.
(14) LDCS 6000 |48-50Haven S, Tai 40.4 72 1.78 Where subject lot was sold at reserve
of 2007 Hang, HK price.
EUV information drawn from case
judgment.
(15) LDCS 9000 | 211-215C, Prince 182.92 345 1.89 Where subject lot was sold at reserve
of 2007 Edward Road Rd price.
West, Ho Man Tin . . :
EUV information drawn from valuation
report attached to the application to the
Lands Tribunal#.
(16) LDCs 4-22 Alnwick Road, 153.7 - -- No auction has taken place. According to
10000 of Kowloon the relevant court order registered at the
2007 Land Registry, upon application of the

solicitors for the Trustees and after
hearing, the Lands Tribunal ordered the
registration of the sale order made by the
Tribunal registered in the Land Registry
be vacated.




Case No. Property Address | Total Existing Transaction (b)/(a) Remarks
Use Value Price
($ million) () | (®million) (b)
(17) LDCs 16 & 18 Wood Road, 33.44 100 2.99 Where subject lot was sold at reserve
13000 of Wanchai price.
2007 . . .
EUV information drawn from valuation
report attached to the application to the
Lands Tribunal#.
(18) LDCs 125-127 Tung Choi Not available 98 -- Where subject lot was sold at reserve
14000 of Street, Kowloon price.
2007
(19) LDCS 3000 | 1 Jones Street, Hong 18.35 26.4 1.44 Where subject lot was sold at reserve
of 2008 Kong price.
EUV information drawn from valuation
report attached to the application to the
Lands Tribunal#.
(200 LDCS 5000 | Ta YuenSt.55& 57 56.69 55 0.97 Where subject lot was sold at reserve
of 2008 and McGregor St. 6 price.

& 8

EUV information drawn from valuation
report attached to the application to the
Lands Tribunal#.




# Pursuant to section 3(1) and Part 1 of Schedule 1 to the Land (Compulsory Sale for Redevelopment) Ordinance (Cap 545), an application to
the Lands Tribunal for compulsory sale of alot shall be accompanied by a valuation report prepared not earlier than 3 months before the date of
application. For cases nos. 1 and 18 above, valuation reports were not available.
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