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Panel on Housing

Legislative Council Secretariat
Legislative Council Complex

1 Legislative Council Road
Central, Hong Kong

Attention: Ms. Michelle Nien

Dear Ms Nien,

Tenancy Matters of Market Stalls at Jat Min Chuen

Thank you for your fax message dated 30 November 2018 addressed to Mr.
Wong Kit-loong, Chief Executive Officer and Executive Director of the Hong Kong
Housing Society (“Housing Society”), with which you enclosed the letter dated 26
November 2018 from Honourable Mrs. Regina Ip and Honourable Miss Eunice Yung
of New People’s Party to the Chairman of the Legislative Council’s Panel on Housing
Mr. Or Chong-shing stating their views on the tenancy matters of market stalls at Jat
Min Chuen. We would like to respond to their views as follows: -

Open Letting Policy of Housing Society

To uphold the principles of openness, fairness and impartiality, the Housing
Society has been implementing an open letting policy since November 2012.  Under
this policy, upon the expiry of continuous leasing of the same shop/market stall (“the
premises”) for 6 years, the premises must be let publicly through publication of
newspaper advertisements and the Housing Society’s website. The aim of the policy
is to strike the best balance among the interests of existing commercial tenants,
prospective tenants and the residents.  If the tenancies are renewed only by negotiation
with the existing tenants on an ongoing basis, it may result in monopolistic or hereditary
inequity. The background and considerations for the implementation of the open
letting policy by Housing Society are set out in Appendix I.

We have absolutely no intention of replacing existing tenants with chain store
tenants by the implementation of the open letting policy. In fact, since the introduction
of the policy, our existing shop tenants have an overall success rate of more than 90%
in achieving tenancy renewal by open letting. In the case of Jat Min Chuen, the rate
of successful renewal was 93%. In the past 6 years, only four shop tenants have not
been able to renew their tenancies after open letting, including chain store and the recent

unsuccessful application for renewal from Sun Hung Kee Siu Mei Shop (“Sun Hung
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Kee “) and Kam Shing Dim Sum Restaurant (“Kam Shing”).

In the early days of the policy implementation in 2012, Housing Society took
the initiative to liaise with all tenants to explain the spirit and details of the open letting
policy and made it clear to them that if the total lease period has not reached 6 years
upon expiry of the current tenancy, provided that the trades and services the tenant
operate meet the needs of our residents and there is no breach of the tenancy agreement,
the Housing Society would consider renewing the tenancy with the tenant at open
market rent by direct negotiation.

Unsuccessful renewal of the two shops in question

Since the tenancies for Sun Hung Kee and Kam Shing are due for open letting
upon tenancy expiry soon, apart from the issue of the notice of open letting in July 2018
(Appendix II), the staff of the Estate Office also approached the tenants to explain the
policy to them in person. Therefore, it is believed that the affected tenants were well
aware of the arrangements for open letting, hence the allegations of “open letting of
their stalls without prior notification to the tenants” and “suddenly notified by the
Housing Society of unsuccessful applications for tenancy renewal” were not true.

During the open letting process, Housing Society has never invited any
consortium or chain store to apply for the market stalls. Except the two current tenants
(Sun Hung Kee and Kam Shing), all other applicants submitted their applications on
their own. Owing to the keen competition in the open letting, it is regrettable that the
tenancy renewal applications of the existing tenants were unsuccessful. In fact, at the
meeting with the two tenants on 5 November 2018, the staff of Estate Office have
explained to them once again the procedures of open letting policy and the selection
criteria, which were also stipulated on the website of Housing Society.

In assessing the tenancy applications, we would not take the proposed rent as
the sole consideration but also other proposals therein including the trades, tenancy
period, rent-free period, the required landlord’s provision, financial position and
business experience of the applicants and so on. The new tenant “LikeFresh” was
selected by Housing Society because, in addition to roasted meat, they will also sell
fresh fish which has been lacking in the estate for a long time, and their proposed trade
mix is wider than that of the existing tenants (see Appendix III), which will better meet
the needs of the residents, especially the elderly. It is anticipated that the entry of new
tenant would enhance the overall attractiveness of the market and shopping mall,
thereby help retain customers in the face of competition resulting from the upgrading
of the neighbouring shopping malls. Whether the applicant or new tenant is a chain
store is not a concern for this open letting.

The letter from the legislators also mentioned that both tenants “not only have
never breached the tenancy agreement in the past, but also spent a lot of money to
renovate the premises as demanded by Housing Society 6 years ago.” According to
our records, owing to a complaint against Sun Hung Kee about their unauthorized
setting up of Siu Mei food factory and improper handling of Siu Mei, we issued a letter
to the tenant in June 2012 requesting them to improve the situation but to no avail.
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Subsequently, we sent a letter to the tenant again in July 2012, indicating that we would
not renew the tenancy with them upon expiry in October 2012 (please refer to the two
letters in Appendix IV). Besides, we sent a letter to Kam Shing (formerly known as
“Sun Wah Lok Congee and Noddle Restaurant™) in May 2012 due to their obstruction
to the common corridors and processing foods outside the restaurant, requesting the
tenant to seek improvement but to no avail. Later in May 2012, we sent a letter to the
tenant again indicating that we would no longer renew the tenancy with them upon
expiry in February 2013 (please refer to the two letters in Appendix V).

Since then, Sun Hung Kee has proposed to renovate the premises on their own
in order to comply with the licensing requirements of Food and Environment Hygiene
Department (FEHD) which was considered as a personal act of the tenant (see
Appendix VI) and they committed to observe the tenancy terms. Kam Shing also
committed not to act in breach of the tenancy agreement. As a result, we exercised
our discretion to renew the tenancies with both tenants after open letting in 2013. In
2016, Kam Shing suddenly closed business for internal renovation without giving prior
notice to the Estate Office or application for fitting out approval in accordance with the
tenancy agreement (see Appendix VII). In this connection, we wish to clarify that
the two existing tenants have never been required by Housing Society to renovate their
shops at that time, and their allegations depart from the truth.

Rent Fixing

In the 2012 open letting, the rent offers were proposed by Sun Hung Kee and
Kam Shing in their applications for the premises for a lease period of 3 years. In 2016,
the rents were fixed at the time of tenancy renewal by negotiation, with a rent increase
of 14.3% and 13.5% respectively. Again, the rents remain unchanged for a lease
period of 3 years till the tenancy expiry next year. This shows that we have not
substantially increased the rents on yearly basis.

Lastly, we would like to thank again the Legislative Council’s Panel on Housing
and the legislators for their concern about the tenancy matters of the wet market at Jat
Min Chuen. Should there be any further questions, please do not hesitate to contact
Mr. Byron Tse, General Manager (Marketing) at 2839 7690.

Yours faithfully

For and on behalf of
Hong Kong Housmg Society

am Shing
1rector (Propgrty Management)

Encls. (Appendices I to VII)
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Background and Factors for Implementation of Open Letting Policy by HKHS
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The Independent Commission Against Corruption (ICAC) at their Assignment
Report in 2017 recommended that the current practice of continuous renewal
of tenancies may lead to the perception that HKHS is favoring a few selected
operators and denying new operators the chance to compete with the sitting
tenants. To avoid allegation of favoritism, Housing Society should review the
existing practice of continuous renewal of the tenancy agreements with
tenants, and consider opening up the tenancies for competitive bidding after a
specified number of renewals.

2012 & 11 *»
November 2012

EQ S A ¥
Implementation of the open letting policy by Housing Society
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Secretary for Transport and Housing in the Legislative Council in response to
The Honourable Alice Mak Mei-kuen and other Legco councilors’
consultations on tenancy matters of Housing Society:

1) Inrecent years, the Housing Society (HS) has implemented the open letting
of shops for every 6-year tenancy period after taken into consideration of




a number of proposals from ICAC in 2007 on how HS would manage its
commercial facilities. Among them, in order to reduce the risk of
corruption that may arise from the continuous tenancy renewal of shops
with commercial tenants, the shops should be made available for open
letting as far as possible after continuous tenancy of 6 years.

2) In considering tenders, the HS will not consider them solely on the basis of
rent, but also taking into account the nature of the business, the operation
condition, the services provided and the performance of existing tenants.
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14 December 2015 Hong Kong’s Competition Ordinance came into force in the year 2015
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Independent Commission Against Corruption (ICAC) review the Leasing
Policy of Housing Society

2018 # 8% 30 p
30 August 2018

FEY REBERA AN GRL - GHFBRBEFES FHES B e
%IEJ_F\:H’?&EZ

1) AL T A B G AR, B0 B R LT R s g o

2) SIRGHELAR TV MK BRER S Y EOE o

Executive Summary Direct Investigation Report - Food and Environmental
Hygiene Department’s Rental Management of Market Stalls:
a) Automatic tenancy renewal reduces chances for others to Rent Stalls.

b) Succession still allowed for most stalls, thus affecting other people’s right
to bid for the operation of those stalls.
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Application for Market Stall Nos, 14-15, G/F at Jat Min Chuen, Shatin

ALK W | LR R AT 14-15 R4

TO: HONG KONG HOUSING SOCIETY

H: FHEEEBY

Regarding to our interest to lease Market Stall Nos. 14 - 15 at G/F of Jat Min Chuen, Shatin, [/we* list
hereunder the following leasing offer for your perusal:-

AA/ KNG * B EREEHRMAEY B CRIRETI4-1528E, BBAA/ ANS] *FMEHEH
M AR S REE -

1. Personal/ Company’s* Name of Applicant: @nﬁr
PEEAGIAA A25E) 2&44 ¢ (Chinesed )

2. ID Card No./Business Registration* Number: —

HHGYE ) HETTTE * B

3. Correspondence Address and Contact Person i@ g3t bk 5_5#f A

. @A ef % » -5 Sk 48

Tel No. (Office Hours): Mobile phone:
WERTH ey VR .
4. Lease Term AL} : __3 vears plus 3 years (Option) =5 B £ A8 5 T A1 =54

5. Proposed Monthly Rental ## 4 f f24~:

Term

A

Years 1-3 5

Years 4-6 F
(Option 4k #2.37)

Proposed Monthly Rental** / Proposed Monthly Turnover
Base Rental# Rent (%) # 3t44-5 F 148
R B4 X KRl BRBEASI(%W

[CON

Open market rent but not less than monthly
rent for Years 1-3 and not higher than ¥ {448
EEREA TS5 A RERTEHH

xR a8 .

6. Trading Name B 44.% #: %{ /%6 éé) Z%y Xﬁ'\/

s 2
7. Nature of Business/Trade to be operated #t42 % £ &/ E 5 ﬁk /é/\ 'S

*  Delete where inappropriate +3 #3188 &
#* Inclusive of management fee but exclusive of Rates and other outgoing charge ** 36 ¥ I, BRI 2 A

R

#  Ifbasic monthly rent or turnover rent is payable whichever is the higher, please propose the percentage sharing of

gross sales. #F B AX KA LR E LR DE S0 Me, HUBRMAALHOE LT T I,




8. Proposed Rent Free Fitting-out Period” 4% %41 444417 - A '

.
9, Budget for Fitting-Out Work 8 X4 % #4543 . ey

10. Other Special Requirement## (if any) 4% 7] & &## (30 /)

fo £ Gh B

11. My/ My Company’s* Past Expenence in the Business#ft £ A / £0-6] 1842 82 ¥ T E M4 008

# i, A6

12. No. of Business Outlets and their Locations##:
B KB B SPHA B IATH 6 2 B R B B St
* Delete where inappropriate *# #7238 Bl &
A The Tenant shall be responsible for payment of Government Rates, Administration Fee and other charges during the rent
free period %A1 A, RABADARAT LM, FRERLEER,
## Please use supplement sheets if necessary or attach relevant information ##4e 4 & &, F% A4 £ XA BT W54

REMARKS #3: : o =

(A) This Application'shall be valid for 6 months from the date of submission and shall remain binding upon the
applicant. A PHEHBEX AMLIAEMAF K, EHTHFARLKRS,

(B) Hong Kong Housing Society (“Housing Society™) reserves the right not to consider my/my company’s
application at Housing Society’s absolute discretion. Housing Society does not bind itself to accept the
highest offer submitted nor to give reasons for the rejection of any application. &4 ZH& (“ &™)
MRGEE AN/ AU LYHRTHORA,;, SRR —RRELRHAEL RN RMLTHE
e T, AN/ AR L,

(C) If We/I shall fail to sign and execute the letter of offer/ tenancy agreement and/or to pay the rental, deposit,
fees and other payments and/or procure the bank guarantees (if any) within the time limit as required, the
Housing Society shall either enforce or rescind the tenancy at its absolute discretion. & AA. / A2 8] k
AAE IR R R RE /ALY B/ SBATALE, B, &0 T Rt 4T R/ BREVRITRFEE (o
WA, BT 8k aias Anad,

Signature & Company Chop :
PHARERNEGFE

Date B : . i /!l' /}blL

Please mark “Application for Market Stall Nos, 14-15 at G/F of Jat Min Chuen, Shatin” on the envelope and
return this application form to Hong Kong Housing Society at 2/F, Dragon Centre, 23 Wun Sha Street, Tai

Hang, Hong Kong by hand on or before 5:00pm 15 November 2012. Late application will not normally be
accepted!

By £ 2012811 158 TR ® : FRAARYHRNFREETSE EH 4
i o ER @R TP w LR T14-10 B, - Bl TR AR S |
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