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Report of the Bills Committee on Urban Renewal Authority Bill

Purpose

This paper reports on the deliberations of the Bills Committee on
Urban Renewal Authority Bill.

Background

2. In July 1995, the Government issued a public consultation document
on urban renewal which put forward a package of proposals to expedite the
urban renewal process. As a result of the consultation exercise, the
Government published a policy statement entitled "Urban Renewal in Hong
Kong" in June 1996. The policy statement proposed, amongst other things,
the establishment of a new statutory authority to take forward a new urban
renewal strategy.

3. The Chief Executive announced in his 1999 Policy Address the
establishment of the Urban Renewal Authority (URA) in 2000 to replace the
existing Land Development Corporation (LDC) to implement a new rigorous
and comprehensive approach to overcome the problem of urban decay. On
22 October 1999 the Government published in the Gazette the Urban Renewal
Authority Bill in the form of a White Bill for public consultation.

4. The Legislative Council formed a Subcommittee on 29 October 1999
to study the White Bill.  The Subcommittee comprising 17 members elected
Hon Edward HO Sing-tin and Hon Gary CHENG Kai-nam as its Chairman and
Deputy Chairman respectively. During the period from November 1999 to
February 2000, the Subcommittee held nine meetings, met 15 deputations and
received 22 submissions. The Administration attended each of its meetings to
explain the major issues associated with urban renewal. At the request of
members, the Administration extended the consultation period on the White
Bill from 3 December 1999 to 31 December 1999. The Subcommittee
submitted a report on its deliberations on the White Bill to the House
Committee on 11 February 2000.



The Blue Bill

5. The Urban Renewal Authority Blue Bill was gazetted on 3 February
2000. The objects of the Bill are -

(a) to establish a new statutory body, named URA, to replace
LDC, for the purpose of undertaking urban renewal;

(b) to provide for the structure, purposes and powers of URA; and

(c) to set out the procedures for planning and land resumption in
respect of redevelopment projects to be implemented by
URA.

6. The provisions of the Blue Bill are essentially the same as those of the
White Bill except on some drafting and technical points.

The Bills Committee

7. Members agreed at the House Committee meeting on 18 February
2000 to form a Bills Committee on the Blue Bill. It was also agreed that
members of the Subcommittee became members of the Bills Committee and
membership of the Bills Committee be re-opened. Hon Edward HO Sing-tin
and Hon Gary CHENG Kai-nam were elected Chairman and Deputy Chairman
of the Bills Committee respectively. The membership list of the Bills
Committee is at Appendix I.

8. Although the Subcommittee had invited public views on the White
Bill and the contents of the Blue Bill do not differ from those of the White Bill
in any significant aspect, members of the Bills Committee considered it
necessary to seek views again given the far-reaching impacts of the Bill. An
advertisement was posted in a Chinese language and an English language
newspapers to invite public views on 16 March 2000. 47 written submissions
were received and 29 deputations made oral presentation to the Bills
Committee. The Bills Committee held 18 meetings and all of which were
attended by the Administration. A list of the deputations which have made
oral presentation to the Bills Committee is at Appendix I1.

Deliberations of the Bills Committee

9. Members of the Bills Committee fully appreciate that urban
renewal is an arduous task. In 1999 about 8,500 urban buildings are over 30
years old. The number will increase by 50% in 10 years' time. If the present
pace of urban renewal continues, the overall deterioration of the urban areas



could not be arrested. An overhaul of the existing approach to urban renewal
is thus necessary to overcome the difficulties faced by LDC which include the
scarcity of sites for profitable development, lengthy land assembly process and
inadequate rehousing resources.  Nevertheless, given the far-reaching
consequences of urban renewal, members consider it of utmost importance to
ensure the adherence to certain principles in embarking on the new approach.
These principles are as follows -

(a) that the new urban renewal strategy must be able to improve
the dilapidated conditions of old urban areas;

(b) that the structure and powers of URA are appropriate for the
discharge of its specified purposes;

(c) that a proper mechanism is put in place to ensure public
accountability of the work of the new authority;

(d) that sufficient resources are made available to URA to
implement the urban renewal programme;

(e) that the planning procedures for redevelopment projects are
transparent and the public could participate in the process ;

(F) that compensation payable to affected landowners is fair and
reasonable;

(g) that affected tenants are given appropriate and affordable
rehousing; and

(h) that the transition from LDC to URA is seamless and smooth.

10. In accordance with the afore-mentioned principles, members of the
Bills Committee consider the views of deputations and scrutinize the provisions
of the Bill. The deliberations of the Bills Committee on the major issues in
relation to each of these principles are set out seriatim below.

Formulation of urban renewal strategy

11. Recognizing that the urban renewal strategy will serve as a road map
for the future urban renewal programme, members note with concern the
silence of the Bill on the strategy and on the way in which it is formulated.
As the Urban Renewal Strategy Study was completed by the Planning
Department in September 1999, its findings and recommendations should have
been reflected in the provisions of the Bill which was introduced into the
Legislative Council in February 2000.



12. According to the Administration, the main elements of the urban
renewal strategy have already been announced by the Chief Executive in his
1999 Policy Address and in the Consultation Paper on the URA Bill. These
elements include, amongst other things, restructuring and replanning
designated older built-up areas; designing more effective and environmentally
friendly transport networks; providing more open space and community
facilities; rehabilitating buildings in need of repairs; preserving heritage; and
redeveloping or revitalizing under-utilized industrial areas. To a certain extent,
the purposes of URA as provided in clause 5 of the Bill have reflected these
elements. Based on the findings of the Urban Renewal Strategy Study, 200
projects in nine target areas have been identified for priority redevelopment.
The Administration’s intention is to finalize the urban renewal strategy after
consultation with URA and thereafter to issue a policy document on the
strategy for public information.

13. Given the significance of the urban renewal strategy, members of the
Bills Committee unanimously consider that the public must be consulted on its
formulation. The Administration accepts members' suggestion to provide
expressly in the Bill for the need to consult the public before finalizing the
urban renewal strategy. A Committee Stage amendment will be moved to add
a new clause 17A to the Bill.

14, A strong call from deputations has been made to the Bills Committee
for the adoption of a people-oriented approach in implementing the urban
renewal programme. Members submit to this view entirely and uphold the
principle to regard the well-being of people above anything else in charting the
course of urban renewal. Having regard to the practical difficulties in
defining the term "people-oriented approach” in legal language in the Bill,
members accept the alternative proposed by the Administration to state the
adoption of such an approach in the urban renewal strategy.

Rehabilitation of buildings (Clause 5(d))

15. Members fully endorse that redevelopment of buildings is but one of
the ways to regenerate the urban fabric. Rehabilitation of buildings is an
indispensable element of urban renewal. Proper maintenance of buildings
improves the built environment and reduces the need for redevelopment. In
this respect, members take note of a proposed statutory scheme of preventive
maintenance of buildings to be announced later this year for public consultation.
Under this scheme, owners of old buildings which are not properly maintained
will be required by law to carry out preventive maintenance. URA and the
Building Authority will share the task of implementing this scheme jointly.
URA will be empowered to operate the scheme in the nine target areas,
whereas the Building Authority will be responsible for its implementation in
the rest of the territory. According to the Administration, buildings in respect
of which a maintenance order has been issued will not be earmarked for



redevelopment in the following seven years. Members consider this a
reasonable arrangement. They also support the Administration's plan to grant
loans to owners concerned who have financial difficulties in meeting the costs
of the necessary maintenance works. The Bills Committee takes note that the
implementation of the proposed statutory scheme will require amendments to
the Buildings Ordinance (Cap. 123).

Preservation of heritage (Clause 5(e))

16. The Bills Committee welcomes the explicit reference to preservation
of heritage in the Bill as one of the purposes of URA, a suggestion made by the
Subcommittee to study the White Bill. According to the Administration, 23
buildings of historical, cultural, or architectural interests have been identified
for preservation in the Urban Renewal Strategy Study. As far as practicable,
the preserved historical buildings would be put to proper community use.
This would enable the buildings to become a living and functional part of the
community and not mere historical artifacts for display. Consideration would
also be given to using heritage buildings as a means to promote tourism. The
Bills Committee supports these proposed arrangements.

17. As regards the concern about the lack of public participation in
selecting sites and buildings for preservation, the Administration has pointed
out to members the different channels through which the public may give
inputs. To start with, the 23 buildings are chosen after consultation with the
Antiquities Advisory Board the members of which come from different strata.
The locations of these buildings will be announced together with the urban
renewal strategy later for public consultation. Members of the public could
also raise objections to the designation of these buildings as protected
monuments when the areas where they are located are included in a proposed
redevelopment project published in the Gazette. Members accept the
explanations.

Structure and power of URA (Clause 4)

18. The Bill provides that the URA Board shall comprise 14 members,
including a Chairman who is at the same time an executive director, two other
executive directors, seven non-executive directors who are not being public
officers and four non-executive directors who are being public officers. All
members of the Board will be appointed by the Chief Executive. The
concerns of members lie with three aspects, namely the executive-chairman
model for URA, the proportion of non-executive official directors to non-
official directors in the Board, and the appointment of all members of the
Board by the Chief Executive

Chairmanship of URA



19. The proposal to adopt an executive-chairman model for URA is
unanimously objected by members of the Bills Committee. ~ Members are
gravely concerned about the lack of checks and balances in the decision-
making process if the Chairman of the URA Board is at the same time an
executive director.  Similar concern has been raised by a number of
deputations received by the Bills Committee. The reason provided by the
Administration for adopting the executive-chairman model is that this will be
more efficient and effective in implementing the urban renewal programme as
the executive-chairman will be accountable for the work and performance of
URA at both the decision-making and operational levels. Such a model is
adopted currently by the two railway corporations and the Securities and
Futures Commission.

20. Members of the Bills Committee are unconvinced of the merits of the
executive-chairman model for URA. Given the far-reaching implications of
decisions made by the URA Board, members strongly favour the appointment
of a non-executive chairman who would oversee the work of the chief
executive officer. For the purpose of enhancing public acceptance of URA,
the Administration agrees to revise the proposed structure and adopt the model
of the Mandatory Provident Fund Schemes Authority, i.e., there would be a
non-executive Chairman and a Managing Director for URA, both appointed by
the Chief Executive. The Chairman will guide the URA Board in making
decisions, whereas the Managing Director, who will be the Deputy Chairman ,
will be responsible for administering the day-to-day affairs of URA.
Committee Stage amendments will be moved by the Administration to
clause 4.

Composition of URA Board

21. On the proportion of official directors to non-official directors in the
Board, members have pointed out that under the original proposal in the Bill,
the executive-chairman and the two other executive directors, all appointed by
the Chief Executive, together with the four non-executive directors who are
public officers, would take up half of the 14 seats of the URA Board. This
will enable the Government to have overwhelming influences on the Board.
Although the Administration does not agree with such an analysis, it
nevertheless proposes to increase the number of non-executive directors who
are not being public officers to not less than seven. The number of these
directors would then exceed the number of official non-executive directors plus
the executive directors. Committee Stage amendments will be moved to
clause 4 to achieve the effect.

Appointment of Board members



22. Notwithstanding the proposed changes to the executive-chairman
model and the composition of the Board, some members of the Bills
Committee consider that these have not gone far enough. They have
reservations about the arrangement that all members of the URA Board shall be
appointed by the Chief Executive. This would allow the Government to
decide entirely on her own as to who should be appointed. Some members have
also expressed concern about the line of accountability with such an
appointment system. With the appointment made by the Chief Executive, the
appointed members would be accountable more to the Chief Executive, and not
the URA Board. The power of the non-executive Chairman of the Board
would also be curtailed considerably as he could not dismiss the Managing
Director and the two other executive directors who are appointed by the Chief
Executive direct.

23. The Administration has assured members that the URA Board will be
representative of the community and of different interests in society. The
Board will have members coming from the Legislative Council, as in the
present LDC Board. As to the appointment of the Managing Director and the
two other executive directors, since they are also members of the Board, it is
more appropriate that an authority other than the URA Board should make the
appointment and determine their remuneration packages. Although the
Managing Director is appointed by the Chief Executive, he would be
accountable to the Chairman and the Board for his work. The Chief
Executive would consult the Chairman in assessing the performance of the
executive directors and in deciding whether their employment contracts should
be renewed.

24. Hon LEE Wing-tat has indicated that he may move amendments to the
Bill to require that the appointment of all the non-executive directors who are
not being public officers including the Chairman be endorsed by the Legislative
Council.

25. Hon LEE Cheuk-yan has indicated that he may move amendments to
the Bill to provide that four non-executive directors of the URA Board shall be
elected by Members of the Legislative Council from among their own number.
Mr LEE considers that his proposal would ensure the representation of the
URA Board.

Remuneration of members of the URA Board

26. In recognition of the wide executive power and functions of the URA
Board, members have stressed the importance of making it categorically clear
to prospective non-executive directors before appointment the time they need
to spend and the responsibilities they have to shoulder. In this connection,
members have discussed how members of the URA Board should be



remunerated. The majority of members of the Bills Committee consider that
given the expectations on the Chairman of the URA Board in terms of time
commitment and the extent of responsibilities to be borne, he should be
reasonably remunerated. Members take note that the Chairman and the non-
executive directors of LDC are now receiving an honorarium of $100,000 and
$65,000 per annum respectively. The Administration proposes to peg the
remuneration for the Chairman of the URA Board to about one-quarter or one-
fifth of D8 of the Directorate Pay Scale of the Civil Service. The present
salary for a D8 office-holder is $2,172,600 per annum.

217. As regards the remuneration packages for the Managing Director and
the two other executive directors of the URA Board, members take note that a
consultant has been commissioned to make recommendations in this respect.
The present thinking of the Administration is that their remuneration packages
will not be pegged to the Civil Service Directorate Pay Scale. In the
Administration's view, the remuneration package for civil servants cannot
attract suitable candidates from the private sector to take up such posts of great
responsibilities. Some members disagree with this assessment and have
cautioned against over-generosity in fixing the remuneration packages for the
three executive directors of the URA Board The view of the Bills Committee
Is that the remuneration packages for the executive directors of URA should be
commensurate with their duties and responsibilities.

Public accountability

28. Apart from building into the composition of the URA Board a
mechanism of checks and balances, members of the Bills Committee have
examined other measures through which the work of URA could be monitored.
A number of suggestions have been made by the Bills Committee to strengthen
public accountability of URA's work as described below.

Declaration of interests (Clause 7)

29. Members support the provisions in the Bill to require members of the
URA Board to declare interests and to make available the register of declared
interests for public inspection. They however note with concern the way in
which the Bill deals with the situation where a member has disclosed his
interests in relation to a subject matter under consideration by the Board. The
Bill allows such a member to participate in the discussion and to vote on a
question concerning that matter should the majority of members present at the
meeting so permit. This arrangement is different from the present practice
adopted by LDC which disallows such a member to vote in any event. The
Bills Committee favours the present stringent rule of LDC in this respect and
requests the Administration to revise the clause in the Bill along the line of the
relevant provision in the Land Development Corporation Ordinance (LDC
Ordinance) (Cap. 15). The Administration agrees and will move amendments



to clause 7.
Opening up meetings of the URA Board

30. For the purpose of enhancing the transparency of the operation of
URA, the Bills Committee has discussed whether its Board meetings should be
held in public. The Administration has pointed out to members the practical
difficulties in holding open meetings. Sensitive issues such as the priority and
the time-table for the implementation of redevelopment projects, the
delineation of boundaries of project areas, and the assessment of tenders for
URA works will be discussed at Board meetings.

31. Some members appreciate that it is undesirable to release prematurely
the above information quoted by the Administration. However, they are of the
view that there are certain issues on which the URA Board could discuss in the
open. In view of members' concern, the Administration agrees to recommend
to URA to hold regular open meetings to collect public views on matters
relating to urban renewal and to report on its work.

32. Hon LEE Wing tat has indicated that he may move amendments to the
Bill to require all meetings of URA be open to the public unless URA considers
it not desirable to do so.

Attendance at meetings of the Legislative Council (Clause 9)

33. Members welcome the inclusion of a provision in the Bill requiring
the Chairman and the executive directors of the URA Board to attend meetings
of committees and subcommittees of the Legislative Council upon request. In
view of the adoption of the non-executive chairman model for URA, the
Administration proposes to substitute the "Managing Director” for "the
Chairman™ in the provision on the grounds that the non-executive Chairman is
not a full time office-bearer and could not afford to attend frequent committee
or subcommittee meetings of the Legislative Council. The Administration is
also worried that if a non-executive Chairman is answerable to the legislature,
the choice of potential candidates will be limited as some public figures are not
accustomed to being questioned in the open. Besides, the non-executive
Chairman will not be as well versed as the Managing Director in the day-to-day
operation of URA.

34. Some members of the Bills Committee find the Administration's
explanations unconvincing. They hold the view that as the Chairman would
play a vital role in guiding the Board in making decisions, he is in the best
position to explain the policies made by URA. The Legislative Council will
only invite the Chairman and the executive directors of the URA Board to
attend its committee or subcommittee meetings where necessary.  Such
invitation is unlikely to be frequent. As the present drafting of clause 9 has
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already required the Managing Director who is an executive director to attend
the meetings of committees and subcommittees of the Legislative Council,
some members of the Bills Committee have indicated that they do not support
the Committee Stage amendment proposed by the Administration .

Financial arrangement

35. Providing URA with sufficient resources is upheld as a pre-requisite
by members for making the future urban renewal programme a success. The
Bills Committee supports the introduction of a proposed package of both
financial and non-financial tools to enhance the financial viability of urban
renewal projects, in particular in a less exuberant property market. These
include waiving land premia, exempting Government/Institution/Community
facilities of URA projects from the calculation of gross floor area, relaxing the
plot ratio controls up to the maximum levels permitted under the Buildings
Ordinance and its regulations, and packaging financially viable projects with
non-viable ones. The aim, according to the Administration, is that URA
should be self-financing in the long run.

Modes of implementation of URA's projects

36. Against this long-term objective, members of the Bills Committee
have critically assessed the three modes of implementation of redevelopment
projects contemplated by the Administration. These are selling the land to
private developers for redevelopment, redeveloping the land jointly with a
private developer(s), and implementing a project by URA itself. Based on the
Administration's analysis, disposing of land by auction or tender for
redevelopment by private developers will ensure the quickest return of capital
and the abundance of cash flow of URA. However, such a mode cannot
sustain the work of URA financially. The reason is that the land could only be
sold at its existing value but not the full value after redevelopment. Given the
great costs of resuming the land which include compensation to owners and
rehousing of tenants, the selling price will unlikely cover the costs, resulting in
net loss to URA. On this account, URA could not simply act as a land
assembly agent, as suggested by some deputations. Nevertheless, under
certain circumstances, it may be in the public interest to sell a piece of resumed
land to a private developer, for example, for the purpose of avoiding
fragmented redevelopment. To ensure the disposal of resumed land in the
public interest, the Administration has taken on board members' suggestion to
explicitly state in the Bill that the Chief Executive in Council may approve the
selling of resumed land by URA if he considers the public interest so requires.
Committee Stage amendments will be moved to clause 25.

37. Members accept that in most cases, URA will implement a project in
association with a joint venture partner. This mode allows URA to tap into
the resources and the expertise of the private sector and to share the benefits as



well as spread the risk of redevelopment. Provided that owners of resumed
land are prepared to shoulder the financial risk of redevelopment, members
support that they should also be given an opportunity to participate in
redevelopment projects. Although partnerships would be adopted as the
principal mode of implementation, members agree that URA will need to
undertake a redevelopment project by itself in some circumstances where the
project is assessed to be unprofitable but is desirable from the community
angle.

38. Albeit the aim of achieving self-financing of urban renewal in the
long run, members consider it important that the Government should grant
loans and inject capital into URA where necessary. Members are satisfied
with the inclusion of provisions in the Bill (Clauses 10 and 11) in this respect.

Account and audit arrangements (Clause 16)

39. Professional accountants have criticized the loose way in which the
Bill deals with accounting and auditing arrangements. Members share their
view on the need to stipulate the elaborate procedures for keeping of proper
accounts, preparation and auditing of financial statements by URA. The
Administration accepts the suggestion to redraft the relevant provision for
members' scrutiny. Members are satisfied that the revised clause 16 and the
new clauses 16A and 16B could adequately address the professional concern.
Committee Stage amendments will be moved by the Administration.

40. In this connection, members have examined whether URA should be
under the purview of the Director of Audit. The Administration's view is that
URA would have to operate along commercial lines in its joint venture
partnerships with private developers. It is therefore not appropriate to apply
the same assessment standards of value-for-money to URA as in the case of
Government departments. To address members' concern, the Administration
undertakes to recommend to URA that it should set up an independent audit
team and should make available the annual report prepared by the audit team to
the Legislative Council for information.

Planning procedures

Corporate plan (Clause 18) and business plan (Clause 19)

41. The Bill requires URA to submit to the Financial Secretary (FS) for
approval before the end of each calendar year a draft corporate plan and a draft
business plan which shall be prepared in accordance with the guidelines set out
in the urban renewal strategy. A draft corporate plan shall include, amongst
other things, a programme of proposed projects for the next five financial years,
the implementation timetable and the financial arrangements. The same types
of information shall be included in a draft business plan except that the relevant



- 12 -

period is for the coming financial year.

42. Members appreciate that FS needs to consider the resource
implications in deciding whether a draft corporate plan or business plan should
be approved. They however have reservations about the empowering
provisions which enable FS to amend the draft plans. Members' view is that
the draft plans should have been thoroughly discussed by the URA Board
before submission to FS and the views of the Administration should have been
taken into account by virtue of the representation of the four official non-
executive directors on the Board. Should FS have any query about the draft
plans, he should return them to the URA Board for revision instead of
amending them by himself. The Administration accepts members' suggestion
to remove the power of FS in this respect. Committee Stage amendments will
be moved to clause 18(4) and clause 19(5) to achieve the purpose.

43. Whether the approved corporate plan and business plan should be
made known to the public has been considered by members. Recognizing that
sensitive information such as the boundaries of proposed projects, the priority
of implementation of projects, etc will be contained therein, the Bills
Committee accepts that the approved plans should be kept confidential.

Objection and appeal mechanisms (Clause 21)

44, Two defects have been identified by members in relation to the
planning procedures for a development project, namely the short duration for
raising objections and the lack of an appeal mechanism. A development
project refers to a project which requires no amendment to the zoning of the
project site on the relevant outline zoning plan. The Bill provides for a
statutory channel for raising objections to a development project to URA within
the one-month publication period of the project in the Gazette. Objections
will be considered by URA who should, within three months after the
expiration of the publication period, submit its deliberations on the objections
and any unwithdrawn objections to the Secretary for Planning and Lands (SPL)
for consideration. Where an amendment is made by SPL to the proposed
development project to meet an objection, persons who are not covered by the
original plan but are affected by the amended plan may raise objections within
14 days after the service of a written notice of the amendment by SPL.
Members consider the proposed objection periods unreasonably short for
preparing a substantial objection. Moreover, irrespective of whether persons
are affected by the original plan or the amended plan, they should be given the
same period for raising objections. The Bills Committee suggests that the
objection periods for both cases should be raised to two months. The
Administration agrees and will move Committee Stage amendments to clause
20(1) and clause 21(7) to achieve the effect.

45, The lack of an appeal mechanism for a proposed development project
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has been severely criticized by members. Members notice that if a
redevelopment proposal is implemented by way of a development scheme
which requires amendments to the relevant outline zoning plan, it needs to be
approved by the Town Planning Board. Any objections and appeals to the
development scheme will be dealt with under the provisions of the Town
Planning Ordinance (Cap. 131). However, in the case of a development
project, all objections will be considered by SPL and whose decision will be
final.  Members are gravely concerned that without inputs from an
independent third party in consideration of objections, the impartiality and
credibility of the objection process will be called into question. Although
they acknowledge the Administration's concern that a further tier of appeal
mechanism will inevitably prolong the whole approval process, members are of
unanimous view that speed and expediency should not compromise impartiality
and credibility. Any objections must be handled in a fair, impartial and
transparent way. This principle is particularly important given the power of
URA to apply for direct resumption of the land required for a redevelopment
project without the need for negotiation with the landowners concerned about
compensation.

46. To rectify the shortcoming of the objection process, the
Administration agrees to put in place a statutory appeal mechanism for a
development project. Under the proposed arrangement, an objector who is
aggrieved by SPL's decision on his objection to a development project may
lodge an appeal to an appeal board panel which shall be composed of non-
official members appointed by the Chief Executive. Upon receipt of an
appeal, the Chairman of the panel will nominate himself or the Deputy
Chairman and four other members from the panel to form an appeal board to
hear the appeal in public. The appeal board may order any party to the appeal
to pay the costs and expenses incurred by the board in determining the appeal.
Members are satisfied with the proposed elaborate procedures for lodging and
hearing of an appeal. The Administration will move Committee Stage
amendments to add new clauses 23A and 23B to the Bill.

Social impact assessment

47. The Bills Committee has received a united call from deputations on
the need to conduct a social impact assessment of each redevelopment project
proposed by URA. Members lend unanimous support to this idea. The
questions then followed are when this assessment should be done and what
should be included. On practical reasons, members agree with the
Administration that it would not be possible to conduct a social impact
assessment before the publication of the project in the Gazette, otherwise
imposters may take up residence in the project areas. To prevent unintended
leakage of the location of a proposed project, the Administration proposes to
conduct an impact assessment in two stages. A non-obtrusive impact
assessment will be conducted before the publication of a proposed project,
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followed by a detailed impact assessment after the proposed project has been
published in the Gazette. The former impact assessment will focus on the
general characteristics of the proposed project areas covering historical, social,
economical, cultural, and communal aspects, whereas the latter will concentrate
on the specific conditions and needs of the affected residents. The results of
both assessments will be made available for public inspection after the
publication of the project in the Gazette. SPL will take into account the
results in deciding whether or not to authorize a proposed project. Members
support the proposed arrangement which will be set out in the urban renewal
strategy.

Compensation to landowners for land resumed

48. Unlike LDC, URA need not negotiate with affected landowners about
compensation before requesting SPL to make a recommendation to the Chief
Executive in Council for resumption of the land under the Lands Resumption
Ordinance (Cap. 124). Members appreciate that for the overall benefits of the
community, this is a necessary measure to overcome the problem of protracted
land acquisition experienced by LDC in undertaking urban renewal over the
past years. Nevertheless, the public concern remains valid that compulsory
resumption of land infringes private property rights, no matter how good the
purpose may be. The only way left to protect the lawful interests of
landowners under these circumstances is by paying them a fair and reasonable
compensation.

Domestic properties

49. Whether the existing compensation formula for resuming land under
the Lands Resumption Ordinance is fair and reasonable for future URA's
redevelopment projects is therefore the central issue considered by the Bills
Committee. Under the present formula, a statutory compensation based on the
fair market value of the resumed properties will be payable to owners of
domestic premises. On top of the statutory compensation, owner-occupiers
will be eligible for Home Purchase Allowance (HPA), which is an ex-gratia
allowance payable to enable owner-occupiers to purchase a ten-year old flat
comparable to the size of the resumed property in the same locality. For a
tenanted flat, HPA is paid at 50% of the full amount. Irrespective of the
number of flats held by a person, he will be entitled to no more than two HPA
payments in a resumption exercise.

50. The Bills Committee has received divided views on the issue of
compensation. A limited number of deputations hold that the present
compensation formula should apply to URA's redevelopment projects. They
are worried that providing a too generous compensation package would
encourage speculation of aging properties in the nine target redevelopment
areas. This will also increase the costs of redevelopment, thus slowing down
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the overall pace of urban renewal which will be governed by the availability of
resources. A considerable number of social service organizations and
residents' associations, on the other hand, call for an enhancement of the
existing compensation formula. These deputations have stressed that affected
landowners have no choice but to surrender their premises once their buildings
are targeted for redevelopment. They should therefore be adequately
compensated for giving away their properties involuntarily. Moreover, if the
Administration is sincere in improving the living conditions of residents
staying in aging properties , the amount of compensation should enable them to
purchase a newer replacement flat and not a flat of 10 years' old. A range of
requests for enhanced compensation calculated on the basis of a new flat to a
flat of three to five years' old have been put forth to members for consideration.
These organizations also request that full HPA should be paid to owners of self-
occupied and tenanted flats alike.

51. The majority of members of the Bills Committee consider that there
are justifiable reasons to enhance the existing compensation formula. Apart
from the fact that owners are forced to surrender their properties and should
therefore be reasonably compensated, the interests saved as a result of
expeditious completion of the land assembly process for redevelopment would
be more than sufficient to offset the extra costs incurred for improved
compensation. In this connection, members take note that according to the
Administration, the estimated total amount of HPA required for the 200 priority
projects calculated on the basis of a 10-year old replacement flat is about $21.2
billion at today's value. An additional $0.9 billion will be incurred with the
lowering by each year of the age of the replacement flat used as the calculation
basis.

52. In the Administration' view, the existing compensation formula is
already fair and reasonable. Nevertheless, to enable affected owners to
purchase a flat in the same locality, the Administration proposes to improve the
compensation such that the basis for calculating HPA be revised from a
replacement flat of 10 years' old to about 8 to 10 years' old. Where the line
will be drawn would depend on the age of properties transacted in the
redevelopment area in question. If the majority of property transactions in the
area involve flats of around 8 years' old or below, HPA will be calculated with
reference to the transaction prices of a 8 years' old flat. Where property
transactions in the redevelopment area mainly relate to flats of 10 years' old or
above, the basis for calculating HPA will be drawn upon the transaction prices
of a 10 years' old flat. Under this proposal, the estimated total amount of HPA
required for the 20-year urban renewal programme is about $22.1 billion at
today's value.

53. The Bills Committee could not accept the Administration's proposal.
Members feel strongly that no matter how HPA is calculated, the same
principle must apply across the board. The proposed compensation
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mechanism creates unfairness and unnecessary disputes. Some members
propose to make reference to the value of a 5 years' old flat as the
compensation basis. The majority of members of the Bills Committee suggest
that HPA should be calculated on the basis of a replacement flat of 8 years' old.
The Administration agrees to consider the Bills Committee's view.

54. On the eligibility criteria for HPA, some members have asked for a
review of the existing rules that only half of HPA will be payable to an owner
of a tenanted flat and that an owner will be paid no more than two HPAs in a
resumption exercise. These members are concerned that some owners may
live on the incomes generated by letting out the flats. The resumption of the
tenanted flats may adversely affect their livelihood. The Administration's
view is that an owner is entitled to a statutory compensation based on the
existing value of the flat, be it self-occupied or tenanted. This amount of
compensation will be sufficient to purchase a replacement flat of the same age
and same size as the resumed flat. By letting it out, the owner could collect
the same amount of rent as the resumed flat. With the payment of 50% HPA
for the first tenanted flat, he could buy a flat younger than the resumed flat and
charge a higher rent.  Thus, the livelihood of landlords would not be adversely
affected in any event as a result of land resumption.

55. To address the concern of deputations about disputes on HPA cases,
members welcome the Administration's proposal to establish a non-statutory
appeals committee comprising non-official members to hear appeals lodged by
owners of residential properties who feel aggrieved by the decisions of the
Director of Lands. These decisions could be in relation to the eligibility for
the payment of HPA, or the calculation of the payment of HPA in a particular
case, or other related matters. The appeals committee will make a
determination on the case. If the Director of Lands does not accept the
determination, the case would then go to SPL who would make a final decision.

Non-domestic properties

56. A call for enhancement of compensation to non-domestic properties
has similarly been put forth by community groups to the Bills Committee.
Under the Lands Resumption Ordinance, owner-occupiers of non-domestic
properties are offered the fair market value of their properties, plus an ex-gratia
allowance, or the option to claim business loss and disturbance payment, if
substantiated. Owners of tenanted premises are eligible for a statutory
compensation which is the fair market value of the properties without any ex-
gratia allowance payment. As for tenants of non-domestic properties, they are
offered the same ex-gratia allowance as owner-occupiers. Alternatively they
may claim business loss and disturbance payment, if substantiated.

57. The Bills Committee takes note of the pledge of the Administration to
review the compensation mechanism for non-domestic properties. In this
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respect, members observe that disputes on business loss have been one of the
major obstacles in land resumption over the past years. As a possible way to
address this problem, the Administration is exploring the viability of fixing
business loss at a certain percentage of the value of the non-domestic premises.
Members welcome the pro-active attitude of the Administration but have
pointed out the importance of taking a scientific approach in determining the
percentage such that business operators will consider it fair and reasonable.

Hardship cases

58. In recognition of the stumble of property prices over the past three
years, members are alert to the possibility that the amount of compensation
payable to owners of domestic or non-domestic properties may be insufficient
for the repayment of the mortgage loan. The owner concerned may go
bankrupt if he has to top up the remaining amount in order to redeem the
property. Some members are sympathetic in particular to the plight of owners
of small businesses who may have financial difficulties in relocating their
trades. The Administration has assured members that LDC has never come
across "negative asset" cases. Nevertheless, to allay members' concern, the
Administration proposes that URA may provide a bridging loan to affected
tenants and owners to tie them over the difficult period.

59. Hon LEE Wing-tat has indicated that he may move amendments to
clause 12 to explicitly require URA to consider the needs of persons and
business operators affected by the implementation of URA's projects when
exercising its power to lend money.

60. Given that the compensation arrangements are not provided in the Bill
and that any change to the compensation formula for domestic and non-
domestic properties affected by land resumption has to be approved by the
Finance Committee of the Legislative Council, members of the Bills
Committee agree that the matter should be further pursued in that context.

Rehousing of tenants affected by redevelopment projects

61. Rehousing of tenants affected by the implementation of URA's
redevelopment projects has been one of the most thorny issues tackled by the
Bills Committee. According to the Administration, about 16,000 rehousing
units will be required to accommodate tenants affected by the 20-year urban
renewal programme. On average, URA will require about 1,000 rehousing
units a year in the first five years of the programme. Although the
Administration has pledged that no one will be rendered homeless by the
implementation of redevelopment projects and that affected tenants will have a
choice of flats in different districts as the Housing Society (HS) and the
Housing Authority (HA) have agreed to be the rehousing agents for URA,
members hold strongly that rehousing is the bottom line only. Affected
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tenants have to be rehoused properly in local or nearby districts. With this
principle in mind, members have closely examined the preliminary agreements
reached by the Administration with HS and HA in this respect.

Rehousing to public rental flats

62. The major provisions in the preliminary agreement reached with
HS are that HS will provide an annual quota of 1,000 public rental flats from its
existing housing stock or newly-built blocks to URA for rehousing affected
tenants. HS will also construct pump-priming blocks to URA on sites granted
to it for the purpose of rehousing affected tenants. Over every five-year
period, Government will provide sufficient land for HS to construct an
equivalent number of flats it has assigned to URA and URA will reimburse HS
the full construction costs. Affected tenants have to meet the existing
eligibility criteria set by HS for rehousing to its public rental flats.

63. Similarly HA agrees under the preliminary agreement to provide an
annual quota of up to 1,000 public rental flats and interim housing units to
URA for rehousing purpose in the initial five years of its operation. The quota
will be drawn mainly from casual vacancies which may arise from existing
public housing estates in various districts. Over a period of five years,
Government will grant land to HA for the construction of an equivalent number
of public rental housing units and interim housing units it has provided to URA
and URA shall reimburse HA the development costs. As in the case of the
preliminary agreement reached with HS, affected tenants have to fulfil the
established eligibility criteria laid down by HA for rehousing to its public rental
flats.

64. According to the Administration, the agreed annual quotas should be
sufficient to rehouse all the tenants affected by URA' redevelopment projects
over a period of 20 years. Moreover, HS has indicated its readiness to
increase the annual quota should there be such a need. In terms of number,
members accept that the annual quotas could probably meet the need. Their
concern, however, lies with the requirement that affected tenants have to meet
either the established eligibility criteria set by HS or HA for rehousing to their
respective public rental flats. Members observe that HS has adopted a
relatively flexible attitude in assessing the eligibility criteria of persons
applying for its flats. HA, however, requires strict observance of its criteria in
screening the eligibility of persons for public rental housing no matter through
registration in the Waiting List, or squatter clearance, or land resumption.

65. Members hold the view that since affected tenants are forced to vacate
their rented premises to make way for redevelopment, a lenient approach in
screening their eligibility for rehousing to public rental flats should be adopted.
URA thus needs to have a certain number of public rental units from HS and
HA for allocation at its discretion. This would enable URA to rehouse



19

affected tenants who slightly fall short of the eligibility criteria and tenants on
compassionate grounds. The Bills Committee therefore unanimously requests
the Administration to negotiate with HS and HA to secure their consent to
reserve 20% of the annual quotas for URA for allocation at its discretion.

66. HS accepts the Bills Committee's suggestion readily. The Housing
Department, however, has initially expressed reservations about the proposal.
The reason put forth is that there is only one set of eligibility criteria for all
categories of applicants for public rental housing and this principle has been
incorporated in the 1998 White Paper on Long Term Housing Strategy.
Affected tenants who do not meet HA's public rental housing eligibility criteria
can choose HS' rental flats, HA's interim housing or other form of housing
assistance such as joining the Home Ownership Scheme or the Home Purchase
Loan Scheme.

67. Members are very disappointed with the stance of the Housing
Department. Given the wide distribution of HA's public rental flats all over the
territory, having the flexibility to allocate 20% of the annual quota from HA at
the discretion of URA is very important in achieving the objective of rehousing
affected tenants in local or nearby districts. To pursue its request, the Bills
Committee has taken a series of actions, including writing to the Chief
Executive and inviting representatives of the Housing Bureau and then the
Secretary for Housing to attend its meetings. After long and hard discussions
by the Bills Committee, the Strategic Planning Committee of HA eventually
accedes to members' request to reserve 20% of the annual quota for allocation
at the discretion of URA, subject to certain riders. The riders are that URA has
to exercise the discretion in an open, fair and transparent way; that clear criteria
have to be laid down as to how URA would exercise its discretion; and that
tenants allocated a public rental flat under the discretion of URA are subject to
the same rules and conditions as other tenants of HA. The decision of the
Strategic Planning Committee needs to be endorsed by HA at its meeting on 6
July 2000.

68. Members consider the proposed riders acceptable. They request the
Administration to take a lenient approach in working out the criteria with URA
as to how the discretion will be exercised and to pool the rehousing units from
HS and HA in order to achieve the optimal result.

Cash compensation in lieu of rehousing

69. The Bills Committee supports the policy intention that rehousing
affected tenants and not granting them cash compensation should be the way to
solve the housing problem of residents living in dilapidated conditions.
Nevertheless, members reckon the need to retain cash compensation as an
option in certain circumstances. Tenants eligible for rehousing to public
rental units may have a justifiable reason in some cases for not accepting the
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rehousing arrangement. For example, an elderly person may wish to retire to
his home town in the Mainland. Besides, tenants who are not yet eligible for
rehousing to public rental flats may have practical difficulties in accepting
interim housing units in either Tuen Mun or Yuen Long because of the long
distance from their workplace and/or the schools of their children. Allowing
tenants to opt for cash compensation in these circumstances is reasonable. To
prevent double housing benefits, the Administration proposes to impose a
condition such that tenants who have received cash compensation will not be
eligible for any form of rehousing or housing assistance for a period of three
years. As tenants may be due for allocation of a public housing flat through
the Waiting List of HA during the three-year period, members suggest that they
be given a choice to reimburse URA on a pro rata basis in order to be qualified
for housing before expiry of the three years. The Administration considers the
proposal viable and agrees to work out the details with URA on how this could
be implemented.

70. On the amount of cash compensation payable to tenants, members
take note that this will be determined by URA. The Administration has
pledged that the amount will not be less than the statutory compensation under
the Landlord and Tenant (Consolidation) Ordinance (Cap.7). As the number
of persons who are eligible or would opt for cash compensation are expected to
be limited and the amount of money involved would be minimal, the Bills
Committee has requested the Administration to be more generous in
formulating the policy on cash compensation to tenants.

Other housing assistance

71. Members take note that eligible affected tenants will be offered Green
Form status for the purpose of applying for the various subsidized home
ownership schemes administered by HA, such as the Home Ownership Scheme,
Private Sector Participation Scheme, the Buy or Rent Option and the Home
Purchase Loan.

Transitional arrangements

Uncompleted projects of LDC (Clause 31)

72. Many deputations received by the Bills Committee have anxiously
sought for an answer as to how URA will handle the uncompleted projects of
LDC. There would be two types of uncompleted projects upon the dissolution
of LDC, namely ongoing projects and announced projects. Ongoing projects
refer to those projects where land acquisition has commenced. Announced
projects are projects announced by LDC in 1998 but which have not yet started.
If the Bill is passed, URA would continue to implement the seven ongoing
projects of LDC as if the LDC Ordinance had been not repealed, as provided
under clause 31. As regards the 25 announced projects, members take note



21

that URA will give priority in implementing these projects but the
Administration has not made any commitment on the time-table for
implementation.

73. The Bills Committee notices with concern that freezing surveys have
been conducted on all the announced projects of LDC but the Administration
has yet to decide whether persons taking up residence in the project areas after
the freezing surveys will be eligible for rehousing. Some members are of the
view that to discourage the flooding in of new residents in the project areas and
the temptation of making dishonest declarations, it should be categorically
stated that persons moving into the project areas after the freezing surveys
would not be eligible for rehousing. The Administration notes the view but
has pointed out to members the possibility of legal challenge should the
announced projects be implemented many years after the conduct of the
freezing surveys.

Employment related matters (Clause 32)

74. Members take note of the provisions in the Bill to ensure the seamless
transition from LDC to URA in respect of transfer of properties, liabilities and
contracts, etc. In this respect, a Provisional URA will be set up in July 2000
to prepare for the establishment of URA in November 2000. To put the mind
of employees of LDC at ease, the Administration has taken on board the Bills
Committee's suggestion to add a new provision to explicitly state that
employment with LDC and URA should for all purposes be deemed to be a
single continuing employment. Committee Stage amendments will be moved
to add a new clause 32(8A) to the Bill.

Conclusion

75. Since there are still uncertainties over two major issues, namely the
compensation arrangements for owners of domestic and non-domestic
properties and the endorsement or otherwise by HA of the Bills Committee's
proposal to reserve 20% of the annual quota for allocation at the discretion of
URA, some members of the Bills Committee are of the view that these need to
be settled in a satisfactory manner before the Bill comes into operation. For
the purpose of ensuring that members will have sufficient time to deal with
these issues in the next term, they suggest that the commencement notice for
the Bill to come into operation should be subject to the approval of the
Legislative Council. The Administration has objected to this proposal
strongly on the grounds that this is tantamount to requiring the passing of the
Bill twice. Nevertheless, Hon James TO has indicated that he may move
amendments to clause 1 of the Bill in this respect.
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Committee Stage amendments

76. Apart from the major Committee Stage amendments mentioned in the
foregoing paragraphs, the Administration has accepted the Bills Committee's
suggestions to move a number of amendments to improve the text of the Bill.
A copy of the Committee Stage amendments to be moved by the
Administration is at Appendix I11 .

Recommendation

77. The Bills Committee recommends the resumption of the Second
Reading debate on the Bill on 26 June 2000.

Consultation with the House Committee

78. The House Committee at the meeting on 23 June 2000 supported the

recommendation of the Bills Committee to resume the Second Reading debate
on the Bill on 26 June 2000.

Legislative Council Secretariat
23 June 2000
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