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Annual Review of the Private Residential Market

BRIFP2018FEHREEZS Q019 M EHES & Compared with 2018 Sino-US trade war, the 2019 anti-revisionist movement and the outbreak of
2000 M BRIBBE TN — K= 202145 COVID-19in 2020, Hongkong's housing, economic and social situation turned to calm.

BOET BTG BES U IR T

EINIEYFSeEEmt RHEABESINN  Withthelaunch of the COVID-19 vaccine and the strengthening of immigration controlin early 2021, the
e AHEIEEUSIE  BEEEEEGRZF local pandemic has been controlled, Hong Kong has entered the recovery. Various major economic
RIFFEEBISEEDIME  KEXKBH2021F indicators have been restored: the unemployment rate has gradually dropped from the highest 7.2% in
VEEHNT.2% ZF S0 EE4%M T, GDPER early 2021 to around 4%; GDP rose by 5% year-on-year for three consecutive quarters. Under the
MBEEEIGEFIRIES W - ENENLBIRIE T improved economic environment, the property market also continued to improve: the Centaline CCL
RN ENT  RRIHELIEECCL 2F rose by about 6% throughout the year; Centaline CRI rose by about 2% throughout the year. All data
FH496% ; RRIFHESIEHCRIZFEFT42%- reflect that Hong Kong's economy and property market have begun to gradually recover from the
HEMEH R FBVEBENBTRGBESY  pandemic.
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YoY Change of Real GDP and Seasonally Adjusted Unemployment Rate
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Based on our analysis of the property price trend of the whole year, 2021 is broadly divided into three

—EREE IBE2BEEREN LA 2BE9 stages: waiting for a breakthrough from January to February, challenging the historical high from
Br k& FELSM UKRIBWIBESE February to September, and fluctuating at high level after breaking the historical high in September.
Bl F e
FEHIRERER
Transaction Volume of Domestic Market
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Annual Review of the Private Residential Market

202142
Before February 2021

HIREERTEE
2020 FHFRIREZWRBMEHTREE B2 AHRARE FEZ2021F5—F-

KiBRE—FNET TREZEHCRIBAR BB ERENEERIBFE - BRI ZIEBHN
ERER N EBIREEE TR REEERE.
AR

Market background The market dominated by a wait-and-see mood

In the second half of 2020, with the outbreak of the third and the fourth waves of community epidemic, the daily
number of confirmed cases remained volatile for months until the first quarter of 2021.

After experiencing the whole year of property market under COVID-19 , citizens have generally get used to the
situation, and the fourth wave of epidemic did not cause markets' grim mood. However, due to the uncertain
epidemic situation and the expectation of the vaccine programme, the market was dominated by a strong
wait-and-see mood.

BXEFE
BEEREEEH —FUATERLEB2020FFMELHMHEBTES A 4,000REHEKTE
T ERBEEERRDBTS KRBT HEE TR

—FRATEARBRIZEEEHEE BRG] KBBRA-EE=KBIBETENEEEOM &E

BIMEHEE HEES2020F R —FRRE-BERIZEIMNERIEREHNANRELE 2021F18

HEE AR AL 2 TRPRRERE
BERXE

Transaction volume

Stable trading volume
The pandemic significantly restrained S&P activities. The monthly transaction volume of the private secondary
market remained at about 4,000 since the fourth quarter of 2020, which was still considered to be at a medium-to-high
level compared with the performance of previous years, indicating a stable market sentiment.

The transaction volume of primary market was limited by the number of flats put up for sale by developers and thus
fluctuated greatly. In the short period when the third wave of epidemic temporarily subsided, developers seized the
opportunity to boost their sales, briefly driving up the primary sales volume at the end of 2020. Subsequently, affected
by the fourth wave of epidemic and the off season before the Spring Festival, the sales activity slowed down in
January 2021, and the transaction volume also decreased significantly.

BEET
BEBET BRIZEKTRARERS2020F88 I CCLEARTBE EEF T 1758
TRE ARZ2020FBEEE KT ERT RBRBIEHIET X ERE RS
188

Property price Property price in a stalemate

Under the wait-and-see mood, the variation of the overall property price level was minor. CCL entered a stable phase
after August 2020 and fluctuated within a narrow range at around 175 for half a year, and was basically not affected by
the fourth wave of community pandemic at the end of 2020, reflecting that the impact of the pandemic on the
property market has been significantly weakened.
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February to September 2021
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Market background Pandemic situation under control and market sentiment heated up

The vaccination programme was officially launched on 26 February, 2021. At the same period, the confirmed cases of
the fourth wave of epidemic began to drop from the peak. Stimulated by the expectation of well-controlled pandemic
situation and subsequent resumption of quarantine-free travel with the Mainland, together with the seasonal boom
after the Spring Festival, the market sentiment quickly turned positive after February. The number of confirmed cases
has been basically under control, providing a solid basis for a sustained hot trend of the property market.

BREEARKEMU
MR LENEENSUEBR AR FEEXRLEIE faORHBRM ARG ELEEBNE
& A EEMEE #S2021F38 ~ FIUAEETEEES 4375 /%497 5870 2888 F19974F7
BT88.5@mEE RN &2012F 11 85,498 R % Bl T ESFZBM e HE —_FXRFFE
G B SR BUEE4E A S 105,000 KT IR I0FLIRE R IR

BEMXE

Transaction volume Transaction volume remained at high level for months

The purchasing power suppressed for months was released, heating up the secondary market. The transactions
boom started from residential estates in New Territories and soon extended to all districts in Hong Kong and
Kowloon. The transaction scope was wide, pushing up the number of secondary sales of private residential units to
5,437 and total consideration to about HKD 49.75 billion in March 2021. The total consideration was the highest since
HKD 78.85 billion in July 1997, and the number of secondary sales is also an eight-year high since 5,498 in November
2012. After that, second-hand trading has continued to prosper, with the monthly number of registered transactions
remain at a high level of about 5,000 for four consecutive months, which is also the first time in nearly 10 years.

Y EE A I SRR SR S
RHAET ZEE2021F28BRBA—FBTHNEE ERERAN BRI LEEHIMHE KRR
Y EHEREEERFED L ABRREY T B19FREMNEHBRE RN LFAIBI RAH
8%e¢

HARICCLEEMR 2019 6/5 19048558 EE 2 B {11 102021F 95 B 19055 E £ #s e

BE
Property price

Property prices rose continuously and broke historical high

Under the heating up market trend, property prices started to move on from the stalemate since the past year in
February 2021. The accumulated rigid demand was strong, supporting the price rising trend sustaining for half a year,
which is the longest rising period since 2019 Hong Kong Protest, with a cumulative growth rate of about 8%.

During the period, CCL broke through the historical high of 190.48 in June 2019 and reached a record high of 190.55 in
September 2021.
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September 2021 to the end of the year

HIZE A S B IR HA

B2 BB M EHET ABRENBE ) MPBIRENEEHEIIRE ML N £2021F
TATERRTRIRBETITREE TR EEZHRIFEL HIRESEHHENSE.

The market entering an new adjusting phase

miIEER
Market background

Months of high transaction volume consumed a large amount of accumulated purchasing power, and the price
growth during the period was also requiring time for being absorbed by the market. In addition, since late July 2021,
the stock market to significantly declined and fluctuated. The property market gradually returned to a rational
sentiment, resulting in another seesaw cycle between buyers and sellers.

BHEHSRE
EEATSHOETIRSUBEENR BEEBRE T —FESHRMENBY RS
PR - FBEHFER4400R -HRZENIRIE RFENSLER FEBEBME—T R
AR BRRERIE ) — FE S R BUEE3E B 13,0005 NS

TEFEREBRUBLE CTHEEMNEER —FmiE  —FERYTHEE
11 BREREEET2,000RE K F-MmBiHEREFE_FEEEDE
EMBRSNANR20214F 4 4Fo

Property market sales slowed

The continuous rise of the overall market price stipulated some owners to raise their asking price or even temporarily
close their offer. As buyers found it difficult to catch up with the rapid price growth, the transaction volume began to
slow down. The number of registered secondary sales was only 4,400 in August. Shortly afterwards, the overall
property price successfully reached a record high and maintained at a high level, making the bargaining space been
further narrowed. As a result, the S&P activities slowed down significantly, and the number of secondary sales
hovered at around 3,000 per month for three consecutive months.

11,5005 BHIA K
T RRBRRAEI L > MR8 (T

BHERXE
Transaction volume

Since the asking price in the secondary market became uncompromising, more and more attentions were driven to
the primary market. The number of primary sales continued to stabilize at around 1,500, and the numbers of Septem-
ber and November were even close to a high level of 2,000. The good primary sales of the new developments was in
obvious contrast to the declining secondary sales. Overall, the market sentiment of residential properties was
weakened comparing to that in the first half of 2021.

WEREERESUER
1BEBESAZIKRIER — FEERKIIE N EARERFELIE BERIERBEIAEX LA# ),
EDEM T RBE AT CCL EBHE T 189K AR
9823 EEMERASTRT B BN AMIET  CCLIE— P [BIENE 186F KT B RRIZE M 12
o BrEEREET
=

Property price After breakthrough, property prices continued to increase for higher price

Since the secondary sales entered into a seesaw situation when the property price was close to the record high in
August, and the transaction volume began to dropped, the property price lost its upward momentum immediately
after reaching the record high and remained consistent after a slight decline. CCL hovered narrowly at 189 for several
weeks.

On 23 September, the US Federal Reserve indicated the tapering process. As the it was unfavorable to the local
property market, CCL further decreased slightly to 186, and property prices continued to fluctuate within a narrow
range.
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Annual Summary — Hectic Transaction in both the Primary and the Secondary Private Domestic Market

R R M A A FTER AR B 2021 F 2 FEEFER
NETEECNB L HEET4 29T RRE
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According to the statistics from Centaline Property Research Department, in 2021, the total number of
registered S&P agreements of private residential properties is 74,297 and the total consideration is
about HKD 733.90 billion, increasing by about 24.1% and 33.9% compared with the figures of 2020. The
number of registered transactions is a 9-year high after 2012, and the total consideration breaks the

previous record high of 690.34 billion in 1997, becoming the new record high.

For primary private domestic market, the total number of transactions and considerations are 17,470
and HKD 236.78 billion, increasing by 16.4% and 37.0% YoY respectively. The total consideration is the
second highest one, only lower than the record high of 242.88 billion in 2017.

For secondary market, the total number of transactions and considerations are 51,949 and HKD 475.11
billion, increasing by 25.6% and 33.6% YoY respectively. The total number of transactions is a 9-year
high and the total consideration is the second highest, only lower than the record high of 528.01 billion
in1997.

Overall, given the continuing influence of COVID-19 pandemic in 2021, the transaction volume is hectic
in both the primary and the secondary private domestic market, and the atmosphere is significantly
more positive comparing with 2020, indicating that the housing demand of the local residents is still

rigid and strong and are gradually adapting to the pandemic situation.

“FINEEEEEHT RN MR

Anuual Number of Registerd Agreement and Total Consideration of Anuual of Registerd Agr and Total C leration of
Domestic Primary Sales Domestic Secondary Sales
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View of Centaline Surveyors
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After 3 consecutive years of twists and turns and the trough in 2020, 2021 became a year of

comprehensive recovery for Hong Kong. Under the relatively good economic and social situation, the
property market has returned to its historical high thanks to the strong local first rigid demand.
Although another adjustment cycle occurred at the end of 2021, it is undeniable that the supply and
demand basis of Hong Kong's residential market will maintain the staus quo, and the trend that

property prices are easy to rise but difficult to fall will continue in the short to medium term.

In 2022, the COVID-19 pandemic is still the biggest foreseeable unstable factor, which will continue to
significantly affect the performance of Hong Kong's economy and property market. If the pandemic
continues to be under control and quarantine-free travel between the Mainland and Hong Kong can be
resumed in stages, the expectation of the returning consumer, property buyers and investors from
mainland will undoubtedly greatly improve the market sentiment of residential and non-residential
property and boost up the overall property market. However, similar to the emergence of the Delta
variant of COVID-19 in October 2020, under the new Omicron variant, the effectiveness of existing
vaccines and pandemic prevention measures remain to be tested, and the prospect of pandemic
development and quarantine-free travel is still uncertain. In addition, it has become a common
expectation that US Federal Reserve will raise interest rates in 2022. However, considering that the
Aggregate Balance of Hong Kong's banking system is still abundant, it is believed that the ultra-low
interest rate environment will remain in the short to medium term, and the impact of interest rate

changes on the property market should be limited.

Compared with the beginning of 2021, 2022 will undoubtedly have a better start: economic
performance, market confidence, vaccination and pandemic prevention, as well as the situation in
China and the United States in the periphery have improved compared with the same period of 2020.
In the absence of major uncertain events, it is expected that the trend of the property market in 2022
will be similar to that in 2021, and the property price adjustment will continue until the Spring Festival.
After that, it is expected that a rising trend will start with the seasonal boom of the Spring Festival. The
high trading volume will be maintained for several months, but along with the consumption of market

purchasing power, there is a great possibility of a new round of adjustment in the second half of 2022.

In consideration of the improvement of the overall economic and property market environment in
2022 compared with that in 2020, it is expected that the annual property price will increase to a certain
extent, roughly at the level of 8-10%. Among all the districts, New Territories North West has a higher
price growth potential benefiting from the concept of Northern Metropolis. In terms of transaction

volume, it is expected that the annual sales of private residential units may increase by about 10%.
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Supply of land and buildings for private residential purposes

ADEM R BRI AFEENTHIZHES AL D In order to fully reflect the new supply and potential supply of private housing, referring to the
2ZEBEBIMAFTENLEEERIEE B definition of Stage of Private Housing Development of Transport and Housing Bureau, this part divides
MNEEEENRERBIZE D AEEME ¥ the development process of private housing projects into several stages, and lists the data of each
EPEE L REE SIS D BT LUE R Hr stage and key nodes respectively to show the development process of new private housing supply and
NG EHIEPTERE RIER R AERIEB M8 the numberof relevant units.

=
£°

(1)BEEESIMEEIEM - OFFRERNEFEE L RITHEFEEFNERATESZER (MER)EREEE
RBEEREF I EAETERARE B R EBTERN B T HEA T g Lt R iR EN A L itho
(1) Potential residential land supply [Raw Land] - include residential land unsold from the government, railway and URA development

projects with no approval for cooperative developer, and private land that has been granted planning permission for residential use but has not
yet reached the necessary land lease change or land exchange agreement with the government.

)

(2)EftHpyEMEMRB T IHM - DR LT O E DAV ET I S B IR E Rl 788 1 #2249 55 2 8l £ 3 A2 a7
ENER/ HEBEREBEENCERBFIFAEEARIM AL

(2) Approved land and but not yet under construction [Disposed Land] - include residential land sold by the government, railway/URA
development projects with necessary land lease changes or land exchange agreements with the government and private land with planning

permission for residential use. These projects are ready to start.

REFEHIER-CHEME TIR(NBERYERISEHG LR TR)NIEE 8RB L2 MWIBE REAEENEN
TAAETERER-

(3) Projects under construction - projects that have started foundation works (or superstructure works in case of railway property), including
projects from (2) and private residential reconstruction projects without change of land lease.

(4)EMAET- O o LI EE LSBT o BgT e

(4) Completed buildings - completed buildings with occupation permits issued.

EHRE: ERREER

Source: Transport and Housing Bureau

& 2021 Annual Report

Centaline Surveyors Limited | 2021 Property Market Report | All Rights Reserved



CENTALINE @)

SURVEYORSH

AN E M

Private Housing Supply

MTE ZEEIER AAFTEERIBEEHE As shown in the figure below, in chronological order, private residential development projects first
L2 EBMTEME + AR 5 A O BB H) become disposed land that can be started at any time through land sources such as government land
THMsa > EEBETEMES TR A AEERF sales. After application and approval to start construction, they become projects under
EE/FREM UEZENE AZBNIET/IR construction/units under construction, and after completion, they become completed
oAt P - ITEBN LIREEETHERT buildings/existing buildings. Therefore, disposed land, incomplete units and complete buildings are
FEEENGFEE Mt EEE T 28 &% the stock of residential supply in different stages, while land supply, construction commencement and

ERERETEEARMEERNEES completion are the transformation quantities connecting different stages of residential projects.

I
'm. —FRAGTHES
OUtQOIng No. of Primary Domestic Sales

MAESHbgE | Rl HEHTE EERE AL
isposed o Unsold R
Land Supply for ) No. of Domestic Units Uncompleted No. of Completed Private

Domestic Units

im Private Domestic Units Commenced Construction Units
Input
BE

Unsold
Completed
Units

o

BRHESHItES, Ws/mER BT HE 1EErasElL ANKkEHA
IBERFAAETTIHEERE Date of Commencement Pre-sale Consent OP bate
of Construction Application Approved

Government Residential Sites Sold,
Railway/ URA/ Privately Owned
Residential Sites Processed

BETIRONEHU LM TEEAGER 2 The following content will take the above schematic diagram as the outline to analyze various relevant
FAANEEREENSEERIR data of private housing supply.
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Review of Private Residential Land Supply

HENBAETLMBEOREAE  BFE
Y EERIRE - HREBERERE UK
ANER/EREE -TSEYKREE (BF48%)
ERFEIAR) FAw BIRE2E &2M(RE
FERI)BEFEERS TH +FEEEMHE
B MEEZFENARER I MHER R,
BEBHSHIMARNBARES FIEF
BBt El
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01 RERBRIE) T B ANEREHRELL
BIEH6: 458 2 7:3> AL B2019/20F EfE > A
ANFELHMHEERA THAESF13,0008 1
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ETE 2F LM E RS O EA 16,5301
Bl-HEf PAER/ERBBEERBBEETF
B FBE53,310% 28 B#2017/18F EHY
BN BENIMAER/EREEHTEE
FHFRS B E =S AT TR UABREHLAE
BE13,700% - L& —SHNEEMAEE
TR BN (G5 2021/ 220 EEHEE
BEBEB17,000BE M BENFREKE.

There are 4 sources of private residential land supply in Hong Kong: government land sales, railway

property development projects, URA development projects and private redevelopment/development
projects. Before the beginning of each fical year (from the beginning of April to the end of March of the
next year), the government will refer to total housing supply target for 10-year period under the latest
annual progress report of The Long Term Housing Strategy to determine the land supply target for
private housing in that year, and then formulate an annual land sales plan based on the predicted

supply of various land sources.

Due to the continuous shortage of new housing land supply, the government has shifted the focus of
land supply to public housing with more urgent demand in recent years, and adjusted the supply ratio
of public and private housing from 6:4 to 7:3 in the Long Term Housing Strategy Annual Progress Report
2018. Therefore, from 2019/20, the land supply target for private housing was lowered to about 13,000
units per year, and the actual land supply per year dropped to the same level correspondingly. The
newly released Long Term Housing Strategy Annual Progress Report 2021 maintains the target of

12,900 private residential land supply per year.

According to the 2021/22 land sale plan announced by the government in early 2021, the annual land
supply is estimated to be equivalent for building 16,530 units. Among them, the number of private
development/redevelopment projects is estimated to be 3,310 based on the data of the past decade.
However, similar to the situation in 2017/18, the actual number of private
development/redevelopment projects is much higher than the estimation at the beginning of the year,
driving up the overall supply of private housing land to 13,700 in the first three quarters. In addition to
the land supply of various private houses in the last quarter, the government estimates that the supply
of land in the 2021/22 financial year is expected to exceed 17,000 units, the highest level in the last four

years.
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Land supply for private housing from 2013/14 to 2021/22
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Land supply from private development/redevelopment projects accounts for a high proportion
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According to the information of the Development Council, as of the third quarter of 2021/22, private
development/redevelopment projects could provide about 10,030 private housing units, accounting
for about 73% of the total supply. It includes many projects in the urban area of Kowloon and Hong
Kong Island, but in terms of scale it is still dominated by the cases involving land premium of

agricultural land in the New Territories.

The increase in the supply of private development/redevelopment projects in 2021 may be supported
by a variety of comprehensive factors. First of all, the planning and development related progress of the
new development areas in New Territories North, such as Kwu Tung North / Fanling North, Hung Shui
Kiu / Ha Tsuen and Yuen Long South, has been further confirmed and a small portion of the land has
already been included in the Land Sale Programme of the government, and the Northern Link railway
project is also making progress, The government has also put forward the Northern Metropolis
Development Strategy, promising a brighter prospect for the regional development in future, so that
developers with agricultural land reserves in the New Territories are optimistic about the appreciation
potential of the region in the future and accelerate the release of land reserves; Since 2021, the
government has significantly increased the frequency of using the Land Resumption Ordinance, and
has already resumed some New Territories agricultural lands from developers, which also has a certain
urging effect on developers; in addition, as the supply of private residential land from the government
land sales and the Railway First Group has been low for many years, developers have paid more
attention to the acquisition and redevelopment of old buildings in the urban area in recent years,
pushing up the number of private redevelopment cases in Kowloon and Hong Kong Island to a certain

extent after entering the harvest period.

TR EERYRIt/ SREANETTRI O Rk B AR B (U E
Estimated Number of Units Provided by the Processed Land Exchange /
Lease Modification Cases for Private Residential Development Projects
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Government land sale - residential lands
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Sale/Tender Fiscal Year Location

Award Date

Sold Lands

Under the 2021/22 Land Sale Programme, there are 15 residential sites that can supply about 6,000

residential units, of which 6 sites is rolled over sites from the previous year. Due to the large supply of

land from private development/redevelopment sources this year, the government has relatively

reserved the lands from Land Sale Programme. In the first three quarters of the year, only 6 lands were

disposed of by public tender, involving a total of about 1,390 units. By the end of November 2021, 4

lands had been sold. If calculated from the beginning of 2021, 7 lands have been sold, less than the

number of the same period of last year.

M BB il

(F7HK) (E&T)

Site Area Premium
(s. m.) (HK$ Million)

17/2/2021 2020/21 NKLIL 6604 Kai Ta&%?ff:;%:gijfﬁmoan Ke:'\fftial 10,948 10,280
27/4/2021 2021/22 FSSTL 279 fffgl’?ﬁzél:f; Rej\fjf(ia\ 18,567 8,614
30/6/2021 2021/22 DD 91 Lot 4076 Jumnﬁfiiﬂfgfﬁﬁ:\:j;éefigfw Tung Ke:'\fftial 4,400 2,616.8
28/7/2021 2021/22 FSSTL 278 fffgl’?ﬁzél:f; Rej\fjf(ia\ 7,624 4,185
17/8/2021 2021/22 DD 115 Lot 1677 Junction szi%ziﬁﬁ%ﬁ:z%ﬁfium e Ke:wfjtial 15,208 716
27/10/2021 2021/22 NKIL 6638 No.79 Brﬂf‘i’s}fﬁ%ﬁfﬁ?ii@ Kowloon Rejxfjf(ia\ 2,217 1,608.3
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(HK$/s. f.)
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Successful Tenderer

Wharf Development Limited,
Boswell Holdings Ltd,
Cheung Chung Kiu, Chan Hoi Wan
and Lau Luen Hung, Thomas

RIIBXEEGRAR
CK Asset Holdings Limited

HBEIERRERAE

Sun Hung Kai Properties Limited

KEMERIRAT
Wing Tai Properties Limited

BEMEGRAR

Wheelock Properties Limited

RIIBXEEGRAR
CK Asset Holdings Limited

RAERARAR

Lai Sun Development Company Limited



CENTARINE, @

AN E M

Private Housing Supply

Hi IEX BB M 119t E7 - 2018 /R
H B9 SCHEHE ) R BV T AR W (9 M 2 2 — > H
BREEMEBSEIT BB2020F KA LK
NIEBE2 4 0 R8I EZBI4 63| TTRE W
Bz AT 2B T E M RSRELHR
BREEXEEM TT2018FN6EE 108 Tih
BENA—EER RRAMERBHE P EE

BRTMENELESME BERIEFE 2
DB BARA S B IBRARE At E 2RI AY

RN ER018FRILANSEEH S S8
HARS ORI B FTIREE

SRt EREE N AFEERIEEMNET
iﬁoéiﬂﬂmzlfmﬁ?ttﬁﬁ@ﬁﬂ%%@iﬁ&’ﬁi
iﬁﬁ@i@ﬁﬁﬂﬂﬁi’ﬁ 0007z MR E &

FHHEHESRG6,000 0 AREEESE
7,184 BERXNRSH5% 0] REERE HIE
RV P A e MR B B B 5524 &
ERBEREE I ERMBERE—FHES
R8,499 0 DI REEBHIMEAMENBERE
YFeofEE HRIL R EILF M E RE 0 T HhE
B SR B e A AP SEE By it &
ERFHBENRSBFEMO R — FE
AEH @RS EE BRI EE N ES S E
BT AR B H T AR T AL 1B R X8 o b5 - 7R
kgl g e = R NAPR Gl il Y=l = S ] Y
BEAEMEEE sERMTEHNHHIER
L E S A

Among them, Nos. 9 and 11 Mansfield Road, The Peak is one of the two portions divided from a prime

lot on Man Fai Road of a failed tender in 2018, of which the accommodation value (AV) exceeds HKD
50,000 per sq. ft., higher than the AV of Nos. 2, 4, 6 and 8 Man Fai Road granted at the end of 2020. The
two sites broke the record in a row of the highest AV of residential government lands, but there are still
disparities in comparing with the AV of the aforesaid prime lot on Man Fai Road of, which was valued
within HKD 60,000 - HKD 100,000 per sq. ft. in 2018. It indicates that local developers' are gradually
regaining the confidence in Hong Kong's super luxury residential land. However, under the background
of the continuing COVID-19 pandemic, the unclear global economy, the uncertain resumption of
quarantine-free travel between Mainland and Hong Kong and the lack of contra flow from the
Mainland, developers’ is still under relatively cautious mentality regarding to luxury housing market in

compared with that during the market boom in 2018.

Two residential government lands were granted for the first time this year in Kwu Tung North New
Development Area. Among the two, for the land at Area 25, Kwu Tung granted in April 2021, the upper
limit of the AV estimation by the market was about HKD 5,000, while nearly half of the tender AV are
more than HKD 6,000, and the AV of the successful tender is up to HKD 7,184, only about 5% higher
than the secondary tender AV. It can be seen that the developers’ tender strategy is aggressive and
their competition is severe. The land scale of Area 24, Kwu Tung is relatively small, and the AV has
further increased to HKD 8,499 per foot. It can be seen that the developers are quite optimistic about
the future potential of the new area. Along with the completion of land acquisition and planning and
entering into the disposed sited stage in new development areas such as Kwu Tung North and Fanling
North, the land in the new areas will become one of the main sources of land sales by the government
in the next few years. Investing massively into the tenders of the core zone of the new areas is conducive
to obtaining first mover advantages in the area and forming synergy with other sites in the future. In
addition, many developers who are enthusiastic about tendering are actually those who have
processed projects in the same or the adjacent districts. Tendering at a high amount will also help

boost the value of their existing projects and sites.
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The excellent land price performance of the new development zone cannot help recalling the Kai

Tak new area in that year. In 2016, the mainland developer HNA invested in the residential land of
Kai Tak new area with an ultra-high floor price of HKD 13,500, which greatly increased the land price
in the region. Since then, mainland developers have continued to enter the land market, making
repeated gains in the land market, which has also led to the rise of land prices in Kai Tak district.
With the intensification of Sino-US trade war in 2018, 2019 Hong Kong Protest, and the
implementation of the Three Red Line Policy made the central authorities in the second half of
2020, the mainland developers' activities in Hong Kong gradually declined since the second half of
2018. In 2021, only three Sino-funded developers participated in the tender of government lands,

but there was no successful tendering case in the whole year.

Centaline Surveyors Limited | 2021 Property Market Report | All Rights Reserved



CENTALINE @)

SURVEYORS

Y Nie=iy

Private Housing Supply

LUER 9N Wi

Construction volume has increased significantly

B AEE T HES2MBLO MAEEEBE Similar to the trend of private residential land supply, the development of private residential projects
ERBE2018FPEHIRBEENEBS - RIERE has slowed down significantly since mid-2018. According to the statistics of the Buildings Department,
FELHAEROAAFEH TBH20158E%F  the number of domestic units commenced construction dropped rapidly to about 12,000 from about
2017TFER S IERFEARI S F4120,00010)  H R O] 20,000 during the peak period between 2015 and 2017, and the annual construction volume was only
EE12,00000 AEAKF M2020FE S RINE S 7,1281in 2020 due to pandemic factors.

AR 2FFHTIEFZEEET7,128(ke

JNRIFE==ENAAEFTETHISAELF R In the first three quarters of 2021, the number of domestic units commenced construction increased
EH4913,5350 BB IEMNE B L 2 EH significantly, accumulating about 13,535, surpassing the figures in the same period and the whole year

FoBEEINNNIFEEFN=HF I ERE ER in the past three years. However, considering the low construction volume in the fourth quarter of 2020,
BRD IEABBRELEE20214 ftm— it is estimated that there should be some projects delayed to 2021 due to the pandemic, thus to a
EIRE LHES2021F8Fo certain extent pushing up the figure in 2021.

2010-2021F{F=EEN TEEL

Number of Domestic Units Commenced Construction from 2010 to 2021
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Completion volume remains relatively high
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According to the Hong Kong Property Review Monthly Supplement released by the Rating and

Valuation Department, the estimated private residential completion volume at the beginning of 2021 is
about 18,228. As of September 2021, the actual completion number of private residential units is
11,168, accounting for about 61% of the predicted completion volume. The estimated completion
number in 2022 is 19,984. According to the estimated figures, about 56% and 60% of the completion
volume will be from the New Territories in 2021 and 2022 respectively. Tuen Mun, Yuen Long, Sai
Kung/Tseung Kwan O and Sha Tin will be major areas of supply, while the completion in Kowloon will

be dominated by Kowloon City and Sham Shui Po.

Except for 2019, the turnover figures in recent years have fluctuated at a high level of about 20,000.
However, since the construction cycle of general residential projects in Hong Kong is two to three years,
the completion and construction volumes are generally delayed by more than two years. It is expected
that the impact of the sudden decline in construction volume in 2018 will not be reflected in the

completion volume figures until the next one to two years.

2012-2021FFAANFBEMIRFRLE

Annual Completions of Private Residential Units from 2012 to 2021
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From the area of complete residential units, the proportion of Class A units with the smallest area has

decreased continuously in the past two years, reversing the upward trend of nearly 10 years, and the
proportion of Class B units with a usable area of 40-69.9 sq. m. (about 431-752 sq. ft.) has increased
significantly. The relevant proportion reflects the development strategy and tendency of developers
in Hong Kong a few years ago but is not sufficiently relevant to the current actual market demand and
performance, but it also shows to a certain extent the developers' prediction of the "de-nano” trend

of residential units in recent years.

Since 2017, Class A units with the practical area less than 40 sq. m. (about 431 sq. ft.) account for more
than 30% of the total number of complete units, and more than 40% since 2019. In addition, the high
completion volume in recent years has greatly increased the cumulative supply of Class A units and
intensified market competition. In addition, under the new mortgage insurance scheme the upper
limit of property price for hig percentage mortgae units will be relaxed to to HKD 10 million, so that the
low-lump-sum advantage of Class A units has been shared and weakened by Class B units to a certain
extent. In addition, the government is considering limiting the minimum area of private residential
unitsin the future, so it is expected that there is still room for proportion growth of Class B units in new
residential developments. However, the "miniaturization" and even "nano" of residential units in
Hong Kong is the result of the rapid growth property prices in the past few years, which are gradually
getting detached from citizen’ s purchasing power. In the current context of supply and demand, the

size proportion of new developments are unlikely to change greatly.

2017-2020FA AMESTEREE2LLGI - $REE(EER]

Composition of Residential Units Completed from 2007 to 2020 - By Class
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The supply of private primary housing will remain stable in the short to medium term
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Variation of "Estimated Private Housing Supply in
Primary Market in 3-4 years"

According to the data released by the Transport and Housing Bureau in October 2021, there are about
94,000 units that can be sold in the primary private housing market in the coming three to four years,
including 11,000 unsold units in completed projects (completed by unsold units), 54,000 unsold units
under construction (incomplete and unsold units), and 29,000 units from disposed sites where

construction may start any time (disposed land).

From the change of the data in recent years, due to the fact that the supply of private housing land
continuously exceeded the annual primary sales from 2013 to 2017, the accumulated first-hand
residential units provided by disposed land, incomplete and unsold units and complete but unsold
units reached the peak, i.e. about 98,000 units. Since then, as the supply of private housing land and
primary sales are roughly the same, the overall figure has remained at the level of 90,000 to 95,000.
According to the latest figure, the proportion of disposed land increased relatively, indicating that the

supply of private residential land slightly exceeded the construction volume during the period.

The 94,000 units will be apportioned over the next three to four years, which is equivalent to
approximately 23,500 to 31,300 units per year to the primary market. Compared with the sales of 15,000
t0 20,000 primary homes per year in recent years, it is still abundant, so the number of units sold in the

primary market will remain stable in the medium and short term.

FE3-AFRANET—FHIRMIETRRT (20214£9H300)

Estimated Private Housing Supply in Primary Market in
3-4 years (30 Sep 2021)
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In recent years, the overall housing land supply in Hong Kong is insufficient. In addition, the

government has shifted its focus to increasing the supply of public housing. The supply of private
housing land has been low for many years, but it is roughly complementary to the number of sold unit
in the primary market in recent years. At the same time, developers have basically slowed down the
development progress of private residential projects at the same time, and the construction volume
and completion volume have also maintained the same level as the land supply, so as to maintain a

relative balance between the number of disposed land and units under construction.

For the above reasons, the potential supply stock of first-hand private housing will remain above 90,000
in the next three to four years, which can be used as an effective buffer to prevent a fault in the supply
of private housing units in Hong Kong in the short and medium term. With the government's land
creation strategy and the development of new development areas gradually entering the harvest stage,
it is expected that the government's available disposed land will begin to increase in the next 2 to 3
years. However, according to the land sales strategy in recent years, it is expected that the government
will still control the number of sales in response to market demand and the supply of other land

sources, and will not rashly launch a large number of land in response to the market, so as to maintain

a certain amount of land reserve and avoid impacting the land market and the private housing market.
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The development of new development areas/new towns in the New Territories is an important source

of the government's medium and long-term housing and land supply, of which the northern New
Territories has been the focus of the government's work in recent years. In order to co-ordinate the
development of the northern New Territories and strengthen cooperation between Hong Kong,
Shenzhen and Greater Bay. In the 2021 Policy Address, the Chief Executive further proposed the
Northern Metropolis Area Development Strategy (the "Development Strategy"). Under this topic, we
will briefly introduce several major new development areas in the northern metropolis area and key
railway infrastructure projects, so as to help readers preliminarily understand the development

progress and future housing and land supply in the northern New Territories.

Introduction to the northern metropolis

The northern metropolis area integrates new towns/new development areas at different stages of
development in the northern New Territories, including three existing new towns, four planned or
developing new development areas, three proposed new development areas/new towns and an

innovative development project.

LSS EESNERE/HHE

Development areas/towns included in the northern metropolis area

RBEHE

Existing New Towns

AR RIER
I1&T Development Project
under Construction

BRI RE
Planned NDAs/
Development Areas

BB RE/ AT
Proposed NDAs/
New Towns

Fin Shui Wai
w Town =3
A

; ]

4 New Town

AR
BREE

Yuen Long/South

Development Area
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Source: Northern Metropolis Development Strategy Report
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Among them, except for the existing new towns, the four planned new development areas have

approved planning plans or have entered the land resumption or construction stage; the proposed
three development zones/new towns were first proposed as three potential development zones in
2015, and the first phase of planning and engineering research was carried out as early as 2019; Hong
Kong Shenzhen Innovation Park was launched in 2017 and has been under construction. It can be seen
that although the concept of the northern metropolis area is new, it is actually a general term after the
government integrates the New Territories north development areas/towns that have been studied for

many years.

In addition, the Development Strategy also suggests that some areas that are not within the scope of
the current study, such as Lau Fau Shan/Pak Nai/Tsim Bi Tsui and Ma Tso Lung, need to be under new
development study. According to the information of the Development Council, the preliminary study is
expected to be launched no later than mid-2022, which will take about 18 months. After completion, it

will enter the planning and engineering research stage.
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(1) Planned new development area
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The four planned new development areas in the northern metropolis area include Kwu Tung north

new development area, Fanling north new development area, Hung Shui Kiu/Ha Tsuen new
development area and Yuen Long south development area. Among them, Kwu Tung north and Fanling
north areas are often collectively referred to as Kwu Tung north and Fanling north new development
areas because they are planned and developed at the same time and are relatively close to each other

in location.

Development background

Hung Shui Kiu/Ha Tsuen, Kwu Tung north and Fanling north new development areas

In order to cope with the pressure of urban development and population growth, the government
launched the "Northwest New Territories Planning and Development Study" and the "Northeast New
Territories Planning and Development Study" as early as 1997 and 1998 respectively. The former
selected the area around Hongshui bridge as the development area, while the latter selected Kwu Tung
North, Fanling north and Ping Che/Ta Kwu Ling as the three in one new development area ("northeast

New Territories development area").

Due to a series of negative factors such as the Asian financial crisis, the science and technology
network bubble and SARS, Hongkong's economy and property market have been in a downturn since
1998. Population growth and housing demand have also slowed down. The government has
temporarily shelved the new development zone plan in 2003. Until 2007, Hong Kong 2030: Planning
Vision and Strategy once again recommended the implementation of the New Territories development
area plan. In the same year, the 2007-08 Policy Address announced that Hung Shui Kiu development

area and northeast New Territories development area were in the Top 10 infrastructure projects.

Centaline Surveyors Limited | 2021 Property Market Report | All Rights Reserved



CENTARINE, @

98— JEakab e 1

Topic 1 The Northern Metropolis

B2 BT 70 Bt i e 47 35 e (& Al 4R AR 8l Fe A2
B5L WAERIE ) & R A B FIE 2EER
KA B LR b E % & R A AEEIRT > 5| A= 1@
PEERRIHTR 28 LITHRARE R HRE E
T MR ERIEMERENITE2008F 2
2013 F BRI ST A BERRERRRES A%
BREENARAZE TE/ATRBERERYT
K E (BRI 2MA RS RICHME) 5
BIAE R 4 ZB A6 W & B9 0 (& 5t B KA E B B it
20155 EAZfE  H KB AT R @ AT TEE 20104F
E2016F RIS HKBREN D &S
KAE BRI L2018 F B AL

THEERE

(2011-12F HEBUER &) P & REMIFFTIE AN
@AM TR MIEE B R AR -t m %
BRENHRE K TIZHER) Ezmz&@ﬁﬁ%ﬁ
B H2013F £ 2016 Fe ik = FEEERY A R
BRo20176 MNSMRZEE ﬁﬁm’@ﬁ\“f&
TIEE R R MMEST 120205 5 & 7 4L
BT 2R EAME2021F87 TR

R RHEANFN RAEM &) EETEK
A B2 o

Since then, the government has started planning and engineering studies on the two new

development areas respectively. Before formulating the preliminary outline development plan, the
proposed outline development plan and the confirmed outline development plan, the government
has introduced three stages of community participation to understand public opinions and revise the
plan. The study on the new development area in northeast New Territories was carried out and
completed from 2008 to 2013. However, after re-examination, it is considered that there is still room for
improvement in the development, Ping Che/Ta Kwu Ling development area has been put on hold
(currently included in the proposed new town in the north of the New Territories), and the draft outline
zoning plans for Kwu Tung north and Fanling north were approved in 2015; the study on Hung Shui
Qiao new development area was carried out and completed from 2010 to 2016, and the draft Hung

Shui Kiu and Ha Tsuen outline zoning plans were approved in 2018.

Yuen Long South Development Zone

In the 2011-12 Policy Address, it was first announced to study the use of brownfield in North District and
Yuen Long for housing development. The planning and engineering research of Yuen Long south
development zone has been officially carried out since 2012, and three stages of public participation
have been completed from 2013 to 2016. In 2017, the government issued the proposed outline
development plan. After taking public suggestions, review and revision, the revised proposed outline
development plan was issued in May 2020. In August 2021, the draft outline zoning plans for Tang Yan

San Tsuen and Tai Tong districts involved in Yuen Long south development area were approved.

EREEAMIEAE

General Location of New Development Zone
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Source: Hong Kong 2030: Planning Vision and Strategy, 2007
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Development scale and latest progress

Rt R pEIHERE Kwu Tung north and Fanling North new development zone

bR L SR E S 2H4971,800  The new development zones in Kwu Tung north and Fanling north can provide about 71,800
BEEEEEMU (CtMALRERE)  BMK residential housing units (nearly 70% of which are public housing), accommodate about 188,000
18.88 A [ 10 0] Al 11 4 B (8]t 2 14 =2 o i (8] 3% people and create more than 40,000 jobs. Both development zones include two development stages.
BRI EMEZRESE E—[SEa a4 The first stage includes about 3,000 private housing units and 18,000 public housing units.
3,000EFAEFEEEB&18,000 A EEEE

fiLe

SRR BRTREER BIRTERE

First Phase Remaining Phase Entire Development

BREM (REREE) 21000 & (18 000 &) 50 800 {& (30 500 {&) 71 800 & (48 500 {&)
Housing yield (public housing) 21 000 units (18 000 units) 50 800 units (30 500 units) 71 800 units (48 500 units)
PIIBEER 102 500 752K 765 500 753K 868 000 FF5K
Commercial floor areas 102 500 m? 765 500 m? 868 000 m?
WEIASFAA LI 68 NIE 14 RIE 182 IR
Private lots resumed 68 ha 114 ha 182 ha
EERAIEAT it 100 A& 133 A 233 RME
Government land cleared 100 ha 133 ha 233 ha
ZREER 445 1062 1507
Households affected 445 1062 1507
BHERBREE 141 302 443
Business undertakings affected 141 302 443
FRETIERER 2019-2026 2024-2031 2019-2031
Main works programme 2019-2026 2024-2031 2019-2031
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Kwu Tung north and Fanling north new development zone are the first New Territories north new

development zone projects under the construction. In September 2019, the government posted a land
resumption notice to implement the stage | development plan, involving about 68 hectares of private
land. In 2021, The Civil Engineering and Development Department (CED) has commenced land
formation and infrastructure works for the first phase of development. The first two private residential
sites in the new development area (i.e. areas 24 and 25 of Kwu Tung) have been sold by the government
in 2021, and the construction of two public housing development sites in the east of area 19 of Kwu
Tung north and area 15 of Fanling North has also begun. It is expected that the first batch of private
housing and public housing households under the stage | can be moved into in 2023 and 2026
respectively, and the main works in the remaining phase are expected to be carried out in 2024 and

completed in 2031.

BB ER RS T2 785702024 FFE  20314F
SeAke
iRt R ERR

Kwu Tung North New
Development Area Boundary
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Source: Development Bureau

I RERG
Fanling North New
Development Area Boundary
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Stage | construction
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Remaining construction
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Source: Development Bureau
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Hung Shui Kiu/Ha Tsuen new development area

Hung Shui Kiu/Ha Tsuen new development areas are located in a strategic position in the northwest
New Territories. It is positioned as a regional hub in the northwest New Territories. In addition to
housing, it also has more land for economic purposes. It can provide about 61,000 housing units (half

of which are public housing), accommodate about 176,000 people and create about 150,000 jobs.

BIRHR

Entire Development

BTHE

Remaining Phase Development

BHIER

Second Phase Development

First Phase Development

BREMENE (NEEE)
Housing yield (public housing)

1400 {&’ (1 300 {&)
1400 units” (1 300 units)

30 900 {& (20 000 1)
30 900 units (20 000 units)

28 700 1@ (9 900 &)
28 700 units (9 900 units)

61 000 @& (31 200 &)
61000 units (31 200 units)

NEALO 4 400 90 800 80 800 176 000
Population intake 4400 90 800 80 800 176 000
[EESMES i 400 900 753K 4893 500 K 1072 600 753 6 367 000 F753K
Commercial and industrial floor areas 400 900 m? 4893 500 m? 1072 600 m? 6367 000 m?

B REE 17 AE 251 AIE 173 RiE 441 R1E

Development area 17 ha 251ha 173 ha 441 ha
HUEEIFAA L3t 12 318 188 AE 124 RIE 324 NME

Private land to be resumed 12 ha 188 ha 124 ha 324 ha
BB it 14 A8 103 RIE 17 RIE

Government land to be cleared 14 ha 103 ha 117 ha
AERER 6 1@ 1,961 {& 1967 {&

No. of households to be cleared 6 1,961 1,967
IRBIEEBREE 29 @ 639 & 668 {&

No. of business undertakings to be cleared 29 639 668
SHEEHRD 0QlE 7 RME 7RIA

Active farmland to be affected Oha 7 ha 7 ha

Iitﬂngﬁgﬁgﬁﬁﬁlﬁﬁﬁﬁﬁie 2020 FZ 2025 F 2024 52 2032 F [EE] 2030 Z£Z 2037/38 £ [ExE] 2020 52 2037/38 & [E5E]
Programme for site formation and 2020-2025 2024-2032 [tentative] 2030-2037/38 [tentative] 2020-2037/38 [tentative]

engineering infrastructure works

™ 2021 Annual Report

T RS AR BRI 300 B,

7 Including 1 300 units to be provided in the DRE and a maximum of 100 units to be accommodated in the three village resite sites.

K3 BB BRI R S R AKI100 (BN,
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BREEEETESIR B FHERETER The development area project mainly involves three phases. The stage | of the development is mainly
IBMEEMRERY]LI00EHEBLERMWEN to provide land for the development of about 1,300 special rehousing housing estate units and rural
UREBNZER UTEE _HEREBRES rehousing areas to accommodate eligible households affected during the clearance of the stage Il of
EENASEREL MEE TIRIENE 4 thedevelopment. The main works will be carried out in the stage Il of development and the remaining

[

BERNG T EEMEEET development stages.

20207 B BURF EsREE W Bl T A S LUIEIT S In July 2020, the government posted a land resumption notice to implement the first phase of the
—HAEEE S RA12ANEM A T oFEaET development plan, involving about 12 hectares of private land. It is expected that the first batch of
2024 FEEHMERIT AN ME B EFINE residents will be occupied in 2024, and the stage Il of development will be carried out in the same year.

FhRe

.f;" T
i aau peessmra

¥ s T msaairmee—

BHER: BER

Source: Development Bureau

Hiam EoFaRESRaET AN
HUNG SHUI KRU / HA TSUEN NEW DEVELOPMENT AREA PHASING PLAN
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TRAEERE

RBRFERIEE 28 THEERENRE
HA32,850BEETFEBMU A EMARER
BE) > TAEMNI0 1B AL BIENL48EZE
Ei-BERF D ANEEERE S —BERE
BERYVICORENAERE A1 INER
FAAEERo

HRETR

Gross area

AIEEFRER

Developable area

#|An

Total population

BAOQ

New population

HIREEE
New residential units

BEEAEE (LEED)

Total housing (in unit)

WIS

New employment opportunities

FISIEmEE

Commercial floor area

AP ISR E TR

Property and factory floor area

AR FAER
Open air property land area

Yuen Long south development zone

According to the latest planning parameters, Yuen Long south development area can provide about
32850 residential housing units (nearly 70% of which become public housing), accommodate about
101,000 people and create about 14,000 jobs. The project will be divided into four development stages.

The stage | will mainly develop about 10.6 hectares of public housing area and about 1.3 hectares of

private residential area.

# 224 NE
About 224 ha

#3185 AIE
About 185 ha

#3101,200 (BERGHRE / SREBEREENALD)

About 101,200 (including population of existing/planned development projects)

#7 98,700
About 98,700

#132,850 (NERBEE: 22,320; FAABE: 10,530)
About 32,850 (public housing 22,320; private housing 10,530)

NERERE 68%: FANEE32%
Public housing 68%, private housing 32%

#9 13,63EH{L
About 13,630 jobs

#9 229,930 FH5%
About 229,930 m?

49 484,110 5%
About 484,110 m?

#912,800 75K
About 12,800 m?
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At present, the land resumption and formal works of the project have not been carried out, but the first

EREENWMEIER TREBARFABE BEE—
MEEE TI2 e PR TI2E —HAE 0202143
BRABT|E Bt E—PEE FTHEH TR batch of households under stage | will be moved into in 2028.
20284 Afheo

phase of stage | and stage Il have been gazetted in March and April 2021. It is expected that the first
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(2) SRR e i 3

(2) Proposed new development area/town

A EE ™ ENIREEEN B EEE/ Under the northern metropolis area, the three new development areas/new towns at the proposed
HECEFHEREMNEEGH IREERE stage include San Tin/Lok Ma Chau development hub, Man Kam To development corridor and north
ERURF R THE (TR E TE T new towns in the New Territories (covering Heung Yuen Wai, Ping Che, Ta Kwu Ling, dinosaur crater and

SE - REnMERWL) - Queen's Hill).

Hebo FrH/EEMNE BIRAEEmBL320 8 Among them, the San Tin/Lok Ma Chau development hub covers a total area of about 320 hectares and
FESHEMA31,000E B EEN BMAI8 48 A s expected to provide about 31,000 housing units, accommodate about 84,000 people and provide
O R R MA964,000@Ft 2 /AL, b mE about 64,000 jobs; Tthe new town in the north of the New Territories and the Man Kam To development
RXIREEREMBEBLNL 140 E FE corridor, with a total area of about 1,140 hectares, are expected to have the potential to accommodate
BEERA T BB EBEHRM20ELL EALORE  more than 200,000 people and provide 134,000 jobs with the cooperation of transportation and

R348 @R ER AL infrastructure.
BERROTRE/SE BN EIEAEE

Proposed San Tin/Lok Ma Chau development hub scope
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In the Preliminary Feasibility Study on Developing the New Territories North (NTN preliminary study)

jointly conducted by the Planning Department and the Land Development Department in 2014-2016,
the above three potential development areas are preliminarily recommended, and it is suggested to
start the San Tin/Lok Ma Chau development hub project first to match the development progress of

the proposed northern link.

In September 2019, the government officially launched the study on the first stage development of
North New Territories, covering the development hub of San Tin/Lok Ma Chau. According to the
documents of the Legislative Council, the study has been basically completed by April 2021, and the
application for survey, research and detailed engineering design funding has also been approved in
the second half of 2021. The goal is to start the construction of San Tin/Lok Ma Chau development hub
in 2024, the first batch of residents and enterprises will move in 2032, and the moving-in and
employment arrangements of most of the population will tie in with the development progress of the

proposed northern link and San Tin station, which are expected to be put into operation in 2034.

The remaining development stages of New Territories North cover the new towns in New Territories
North and the Man Kam To development corridor. Funding has also been applied to the Finance
Committee for planning and engineering research. The goal is to complete the research in 2024 and
further apply for funding for detailed engineering design after the completion of the above research

work.
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(3) BEimBLRE

(3) Transportation infrastructure
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"Infrastructure first" and "capacity creation" are important considerations for the government in land

development. To release the development potential of the New Territories North, it is inseparable from
the support of large-scale transport infrastructure projects. Under the concept of northern metropolis

area, there will be several new major railway lines.

Northern link

The northern link is one of the seven railway schemes proposed in the Railway Development Strategy
2014. According to the MTR Corporation's proposal, the northern link will be developed in two phases.
The stage l'is to add Kwu Tung station on the Lok Ma Chau branch line of the East Rail Line (i.e. between
Lok Ma Chau Station and Sheung Shui station); the stage Il is to build the main line of the northern link
connecting Kwu Tung station and Kam Sheung Road station, and add three midway stations in San Tin,

Ngau Tam Mei and Au Tau.

BEARESMIRIREIEA R (S—HRBETH)

MTR's proposed northern link railway scheme (stage 'l and stage II)
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The addition of Kwu Tung station in stage | is mainly to first meet the transportation demand of Kwu

Tung north new development area. According to the Legislative Council document, it takes about 15
minutes to travel from Kwu Tung north to Sheung Shui station during peak traffic hours, while the
railway journey after the completion of Kwu Tung station takes only 3 minutes; the stage Il directly
connects the East Rail Line and the West Rail Line in the New Territories North, forming a railway loop
connecting the west, the east of the New Territories and Kowloon, which can greatly improve the traffic
connection between the west and the east of the New Territories. It is expected that after completion,
the railway journey from Yuen Long/Kam Sheung Road to Kwu Tung can be shortened from 60-80

minutes in the current peak hours to 12 minutes.

The first phase of the northern link is expected to start in 2023 and be completed in 2027, which can
meet the time when the first batch of public housing residents in Kwu Tung north new development
zone are occupied; the stage Il of the northern link is expected to start in 2025 and be completed in

2034, driving the development of Ngau Tam Mei, Au Tau and San Tin/Lok Ma Chau development hub.

Centaline Surveyors Limited | 2021 Property Market Report | All Rights Reserved

¥ 2021 Annual Report




CENTALINE

& 2021 Annual Report

)
SURVEYORS s

98— JEakab e 1

Topic 1 The Northern Metropolis

JCIRARIE (AR

B RIE P ) PRI REI2EAER S
B SR AL T A R SRR B R TE R BV A AR SR
(HERE) TEZFILEE T @S FIEAE
JBIE(R - B RN IRE - ERE &
BEE TSRE - HE-EFUAZENEEE
o HR SRR RES ME2HENIETT S
MEENTAZREZENEWL EMmilEE
BYIR AR B M AR

LIRS 4R

AHEEERABE CIER) FHERMNE R
Tt LUBe SR AR BT HR ft T— 3 i iz ) BO3RT 278 O =
BRO(ERRR) N REEZIRES G H
BETHERENER BRI Em L =&
BRENEEOF -REBUNER Z LR
BRAINERBEREAZSN-EBHOR
fe R DU I s V@A N R = 1B R
i A RREMEBROFHENME IF
ERBABRAPRILBHIME-

B & K A

Northern link extension

Similar to the planning proposal in the New Territories North Preliminary Study, in order to meet the
traffic demand of the new town in New Territories North and the Man Kam To development corridor, it
is proposed to extend the main line of the northern link from Kwu Tung station to the northeast, and it
is expected to add eight stations in Lo Wu south, Man Kam To, Mouse Ridge, Heung Yuen Wai, Ta Kwu
Ling, Ping Che, Queen's hill and Anle village, of which Lo Wu south station is located on the east rail line,
Anle village station will also be connected to Fanling station by a seamless pedestrian system to form a

coherent ring railway network.

Northern link sub-line

In order to meet the needs of Hong Kong Shenzhen Innovation Park (Hetao District), San Tin/Lok Ma
Chau development hub and Xinhuanggang port that can provide "one place for two inspections" in the
future, the Development Strategy also proposes to build a branch line of the northern link, which will
pass through Zhoutou and Hong Kong Shenzhen Innovation Park from the proposed San Tin station,
and finally connect to the Xinhuanggang port. According to the government's plan, under the above
planning, the Hong Kong Shenzhen Innovation Park and its surrounding areas will construct port
facilities at Lok Ma Chau Futian port, Huanggang port and the additional Fulin small port. It will
become the most densely connected area with the Hong Kong Shenzhen port and the most active area

for cross-border activities between Hong Kong and Shenzhen.

BRI CER AT (/G R ST 4R

Source of the proposed extension and sub-line of the northern link
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Source: Report On the Development Strategy of The Northern Metropolis Area
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Hong Kong-Shenzhen-Western Railway (Hung Shui Kiu-Qianhai) and Lau Fau Shan automatic
rapid transit system

Shenzhen Qianhai cooperation zone is a key project of Mainland-Hong Kong cooperation in recent
years. According to the latest reform plan, its total area will be expanded seven times from 14.92 square
kilometers to 120.56 square meters. It will have great development potential in the future. The Hung
Shui Kiu/Ha Tsuen new development zone is only one bay away from the cooperation zone, which can
strengthen the traffic connection with Qianhai and enhance the overall commercial value. Therefore,
the government is studying the cross-border railway from Hung Shui Kiu to Qianhai, that is, the Hong
Kong-Shenzhen-Western Railway. According to the development strategy, Ha Tsuen and Lau Fau Shan

stations will also be added along the line.

As the addition of the Lau Fau Shan Railway Station can greatly increase the development potential
around Lau Fau Shan, the government is also studying the feasibility of bringing the Tsim Pei Tsui/Lau
Fau Shan/Pak Nai coastal area into the new development area of Hung Shui Kiu/Ha Tsuen, and
considering the construction of an automatic rapid transit system from Tsim Pei Tsui to Pak Nai, so as
to strengthen the regional transportation network. According to the government's preliminary
estimate, with the support of sound transportation infrastructure, Lau Fau Shan and Tsim Bei Tsui have
the potential to increase the supply of about 47,000 to 52,500 residential units, and Lau Fau Shan to Pak
Nai can supply about 15,500 to 17,500 residential units.

EEnERANERRRZUBIEERR

Proposed Hong Kong-Shenzhen-Western Railway and Lau Fau Shan automatic rapid transit system
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Short and medium-term supply is scarce

According to the government's vision under the northern metropolis area, the northern New Territories
will undoubtedly become an important development town of Hong Kong in the future. However, from
the perspective of housing supply, the new development area still looks like "far water for near fire". The
vast majority of housing supply will be medium and long-term or long-term supply, and the short-term

supply within five years will be very short.

Specifically, the proposed new development areas/new towns still in the preliminary research stage
will not be discussed for the time being. Among the planned new development areas, Kwu Tung north
and Fanling north new development areas have the fastest progress. In the first stage, about 3,000
private housing units will be moved into in 2024 and about 18,000 public housing units will be moved
into in 2026; in the first phase of Hung Shui Kiu/Ha Tsuen new development zone, about 1,300 special
resettlement housing units are expected to be occupied in 2024. In the remaining development stages
of the above new development areas, the main works are basically not officially launched until 2024. It
is expected that most of the land will be launched later than 2025, and the occupation time will be
basically later than 2027. Yuen Long south new development zone, which is relatively backward in

progress, the first batch of residents will be occupied in 2028.

It can be seen that in the planned new development areas, only about 3,000 private housing units and
less than 20000 public housing units can be occupied within five years or before 2026, and most of the
remaining houses will be occupied later than 2027. In fact, a considerable part of them will be later than
2030. The supply of private housing within five years will all come from the new development areas of
Kwu Tung north and Fanling north. Considering that the government has sold two lands of Kwu Tung
north in 2021, the number of units that can be built on the remaining land should be less than the

above 3,000.
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There are still doubts about the balance between work and housing, and the cross-regional

traffic load may increase

The government hopes that the northern metropolis area can learn from the experience of the early
development of new towns and strive to achieve a balance between work and housing and
self-sufficiency. According to the calculation of the population and employment data matrix, the
proportion of employed population in Hong Kong is about 0.5, Among them, the proportion of
metropolis areas (Kowloon and Hong Kong Island) is 0.67, and that of non-metropolis areas is 0.67
(districts in the New Territories) is 0.29. Taking into account the existing new towns, the overall
proportion of employed population in the northern metropolis area is about 0.36. Although there is still
a gap with the traditional metropolis area, it is significantly improved compared with 0.18 in the existing
new towns in the New Territories North. According to the government's estimation, the proportion of
employed population in the planned new development areas is about 0.44, while that in the proposed
new development areas is about 0.70. It can be seen that the newer the planning, the better the
work-housing balance.

However, it is worth noting that the estimated occupation and residence ratios of Hung Shui Kiu/Ha
Tsuen, San Tin/Lok Ma Chau, new towns in the new territories and Man Kam To are all high. Among
them, the population of Hung Shui Kiu/Ha Tsuen is 176,000 and the employed population is 150,000,
which is similar to the level of Mong Kok in terms of population size and employment ratio. Even
considering its geographical advantages near Qianhai, it is still doubtful whether the government's
estimated employment s too optimistic. In addition, the Hong Kong-Shenzhen-Western Railway (Hung
Shui Kiu-Qianhai) is still in the conceptual stage. Under the condition that the important transportation
infrastructure connecting Qianhai cannot be in place in the short and medium term, how long it will

take to reach the government's expected employment level also needs further careful consideration.

In addition, considering that the northern metropolis area has not yet reached the goal of
work-housing balance, but the total population has increased significantly, the commuter traffic to
Kowloon and the urban areas of Hong Kong Island is likely to increase significantly. However, at
present, the major transport infrastructure projects in the northern metropolis area are only the
northern link and its extension. Although it can improve the connectivity between the western and
eastern New Territories, it seems difficult to cope with the new passenger flow between the New
Territories and the urban area. Therefore, whether it is to increase the frequency of MTR transport or to
actually add new roads or railway transport corridors, the government needs to make early plans to
avoid further deterioration of the traffic congestion between the New Territories and the urban areas in

the future.
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New development area/new town Population (10,000) Jobs (10,000) Employed population/
resident population

TTHA

Yuen Long 17.5 6.8 0.39
Exisﬁ?ﬂ?ﬁwns Tinagffjai 28.5 3.2 0.11
Fannfgfsﬁr{i?; Shui 25.8 32 0.12
iiil- 71.8 13.2 0.18
Kwu Tun?;@iﬁéﬁ?i%iﬁng north 18.8 4 0.21
SREMERE HokiE/ER
Planned new development area Hung Shui Kiu/Ha Tsuen 176 15 0.85
Yuenffffiouth 10.1 14 0.14
Teo?fal 46.5 20.4 0.44
Saﬁ%ﬁiiﬁm 8.4 6.4 0.76
Propose’?:::?:g f\z;ﬁfzent area Nj{?fisiﬁzﬁfﬁszﬁ in 20 134 0.67
North New Territories
Etajl 28.4 19.8 0.70
LA EESS 146.7 534 036

Proposed new development area —L

TEETHAEIEIRE 201 65 R ERECEHARY V8 A DR 3 SEBHRUERE - 202188

*The existing data of new towns are from the Hong Kong population and employment data matrix based on 2016 - 2021 data

® 2021 Annual Report
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In order to speed up the redevelopment for industrial buildings, the Chief Executive proposed charging

land premiums at standard rates for industrial buildings in 2020 policy address, and the scheme was
officially implemented from March 2021. There have been several successful cases in just a few
months. This scheme has been well received by the market so 2021 policy address was proposed to

further expand the “standard rate” premium scheme to land in the New Territories.

“Standard rates” pilot scheme introduction

On March 15,2021, the Development Bureau launched the pilot scheme for charging land premiums at
standard rates for lease modifications for redevelopment of industrial buildings, which provides
owners with another option in addition to the traditional valuation mechanism. According to the pilot
scheme, if the industrial buildings were completed on or before 1987 and the after land use would be
“commercial/modern industry” or “residential”, the premium of the land lease modification can be

calculated at the standard rate.

As shown in the table below, the whole Hong Kong is planned to be divided into five regions, and
standard rates are specified for the land use before (ie. “industrial/godown”) and after (i.e.
“commercial/modern industry” or “residential”) lease modification in each region. The owner can
determine the standard rate according to the area where the property is located and the land use
before and after lease modification, and calculate the land premium payable in combination with the

total gross floor area before and after lease modification.
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Levels of standard rates

232aMie (ESRERIE

Use before lease modification Use after lease modification

HE
e I%/EE (SFHK) AE/ARTE (SFHK) HE (SFHK)

Industrial/ Godown (per square meter) Commercial/modern industry (per square meter) Residential (per square meter)

BS
Hong Kong Island $40,000 $75,000 $130,000

e $40,000 $65,000 $100,000

Kowloon East

i $35,000 $60,000 $110,000

Kowloon West

-1
B $35,000 $50,000 $75,000
e $20,000 $30,000 $55,000

New Territories North

FESUtERE A

Land premium formula

FERUILIE = HESE (ZREMIR) x (ERERISEmEE

Premium payable = Standard rate (Use after lease modification) x max. gross floor area after lease modification

- R (IE2AMR) x (EXLaRiEmmE

- Standard rate (Use before lease modification) x max. gross floor area before lease modification

= 2021 Annual Report
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Completed premium cases

“Standard amount” premium pilot scheme was opened for application in March 2021. As of October

MRS MBS S5 8IR2021438 7
YRR HEE BIE2021F 108 1A NEL

2021, 4 premium cases have been completed in seven months. It can be seen that the success rate and

efficiency of the scheme are high.

B4RERTHMBME O] R IHE K

SESEL R
ftotik / IHE 23280 (232i% FEhE
Address/project Before lease modification After lease modification Premium payable
HE JuBER
Region Kowloon East
Big T R R TR $65,000 x 13,655.10 m2
Use Industrial/godown Commercial/modern industry - $40,000 x10,020.02 m2
=$486,790,000
BUEREIE325R BERE 51.82 mPD 100 mPD (GREZESRRT)
Kwun Tong Hung To Road, No. 32 Height limit 51.82 mPD 100 mPD $65,000 x 13,655.10 m2
- $40,000 x10,020.02 m2
B 10,020.01 m? 13,655.104 m? =$486,790,000
Gross floor area 10,020.01 m? 13,655.104 m? (adjusted to HKD 10,000)
FESER $40,000 $65,000
Standard rate $40,000 $65,000
HE JUEER
Region Kowloon East
Big T CE: e $65,000 x 6,020 m2
Use Industrial/godown Commercial/modern industry - $40,000 x 4,598.66 m2
=$207,360,000
BUBRASEA4R TRERRE 51.82 mPD 125.9 mPD (REEST)
Kwun Tong Tai Yip Street, No. 4 Height limit 51.82 mPD 125.9 mPD $65,000 x 6,020 m2
- $40,000 x 4,598.66 m2
EVEEEE 6,131.554 m? 8,712.562 m? =$207,360,000
Gross floor area 6,131.554 m? 8,712.562 m? (adjusted to HKD 10,000)
EESRE $40,000 $65,000
Standard rate $40,000 $65,000
= JUBER
Region Kowloon East
& T R AR TR $65,000 x 6,020 m2
Use Industrial/godown Commercial/modern industry - $40,000 x 4,598.66 m2
=$207,360,000
EUEEREAT1325R R REPRE 51.82 mPD 120 mPD (REERT)
Kwun Tong Wai Yip Street, No. 132 Height limit 51.82 mPD 120 mPD $65,000 x 6,020 m2
- $40,000 x 4,598.66 m2
{EEmERE 4,598.66 m? 6,020 m? =$207,360,000
Gross floor area 4,598.66 m2 6,020 m? (adjusted to HKD 10,000)
RESER $40,000 $65,000
Standard rate $40,000 $65,000
= B
Region Hong Kong Island t
o
g T AR T $75,000 x 15,189 m2 (@}
Use Industrial/godown Commercial/modern industry - $40,000 x 15,189 m2 [}
BEITIREMTYIE365 =$531,620,000 [a's
ﬁ\’/[;l n,ﬁc’L’I C,HL36ﬁ BERE 120 mPD 120 mPD (B L AEESRIRERTT) TU
Wong Cf?t?kgHanug Road, No. 36 (Rt Mt 120 mPD 120 mPD $75,000 x 15,189 m2 S
- $40,000 x 15,189 m2 c
EIEmEmmEmE 15,189 m? 15,189 m2 =$531,620,000 c
Gross floor area 15,189 m? 15,189 m? (adjusted upward to the nearest HKD 10,000) <C
e $40,000 $75,000 =
Standard rate $40,000 $75,000 o
N
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Advantages of “standard rate”
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After the launch of the “standard rate” pilot scheme, the feedback from the market and the industry

has been positive. Compared with the traditional land premium model, it has the following two

advantages:

(1) Avoid different expectation on land value

The essence of land premium is that the value of land has increased after the change of development
restrictions. In order to make up for the loss of land sold by the government at a lower price, the
government requires the owners to pay the difference in land value before and after lease modification.
However, in reality, the Lands Department and the owners often tug at this land premium even for
more than 10 years, which makes it difficult to estimate the time required to reach a consensus. Most of
the differences between the two parties lie in their different views on the value of land before lease

modification.

From the perspective of owners, the land value before lease modification should be calculated at the
market transaction price, which will include the expected value, that is, the potential development
value after lease modification, the development restrictions and the use may be relaxed. However, the
Lands Department often focuses on the actual use value before lease modification and does not
include the above expected value. Therefore, the land value before lease modification is significantly

lower, so that the amount of premium payable exceeds the expectation of the owner.

According to the “standard rate” premium pilot scheme, the calculation method of premium is
transparent. Owners can preliminarily determine the amount of premium payable according to the use
and maximum gross floor area of the property before and after lease modification, and judge whether
to apply for lease modification according to its financial feasibility, so as to avoid the possibility of
exposing differences to the greatest extent after the application and improve the success rate of

application.
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2) Save time for appeal
Since the premium payable is known before the application, there is no appeal mechanism in the
“standard rate” scheme, which greatly simplifies the lease modification process and shortens the

overall process of building redevelopment.

In the traditional mechanism, owners will receive a reply from the Lands Department on whether the
application is accepted or not within 22 weeks after submitting the application for lease modification.
If the application is accepted, the Lands Department will issue an offer of provisional lease terms or
consent in principle. If the owners accept the terms of the interim lease, the Lands Department will
assess the amount of premium and issue binding terms of the lease, which will take about half a year.
After the owner accepts the premium, it shall be paid within 4 months. However, if owners think that
the premium is too high, owners can appeal to the Lands Department. The result of the appeal will be
received six months later. There is no limit to the number of appeals, but it will also take six months

each time.

According to the above process, in theory, if the owner has no opinion on the premium assessed by the
Lands Department, the whole lease modification process will take about one and a half years, which is
the most ideal situation. In reality, owners often appeal constantly, so the lease modifications always
take years. “Standard rate” premium pilot scheme was opened for application in mid-March 2021, and
as early as September 2021, there were already 3 cases of premium completion, i.e. it took only about
half a year. Compared with the traditional constant mechanism, it can save at least one year and greatly

improve the application efficiency.

REEEH, AT
HIEHIER

Process can be shortened under
‘ “standard rate” scheme .

228 245 243 247 2417
22 weeks 24 weeks 24 weeks 24 weeks 24 weeks
MR EDE
EFERIELRE EFoERIEL LR

Owners submit lease
modification application

ML ABE 55
RIS SRR
FEREALRSERESE
Lands Department issues an offer
of provisional lease terms or
consent in principleapplication

Lands Department replies and
owners can appeal again

HhE AR E B
FEOUBREH
BRZEm It

B AR EZEE
FEQBRIEL LR
Owners pay the land lease

amount or appeal

consensus is made

Centaline Surveyors Limited | 2021 Property Market Report | All Rights Reserved

Eil

Lands Department replies and
owners can appeal again until the

R 2021 Annual Report



CENTALINE

& 2021 Annual Report

)
SURVEYORSE s

g

Topic 2 Standard Rates

v R B 7 KL

View of Centaline Surveyors

1) "z%E i I1EE1E

RBERB G 2BLHF1,000/H1987F
FERNEETE-BERBRE TEE
EHBEEERBRE AREZHFEEZN
BRABEEEH Lo BIRMEER S8 555 E
ME ERHRERAS2021F38 520234

R Lo

Hit FHIBAMRESE A BB AR
BRI & EMEsHER MM ELERS
MMRESER R RAENTT SETER
HE—EEZ-XTRREBEESNERBMEE
BEEENHENERY BTREEREEN
M REB A Mo E TEERERE
BB BT B

"R

(1) Normalization of “standard rate” premium to charge land premiums mechanism

According to the statistics of the Development Bureau, there are about 1000 old industrial buildings
completed before 1987. With the passage of time, the problem of aging buildings will become more
serious. It is believed the demand for lease applications for redevelopment will gradually increase in
the future. However, the plan at this stage is pilot. The deadline for accepting applications is from
March 2021 to March 2023, which is only two years. It is difficult to cope with the rising demand for

redevelopment and lease renewal in the future.

Therefore, we believe that it is necessary to keep the “standard rate” premium scheme constant, so as
to allow the traditional mechanism and the “standard rate” mechanism to be parallel for a long time,
providing owners with one more choice. Owners can choose the corresponding premium procedures
according to their considerations, and weigh the financial and time costs of the redevelopment
project, so as to improve the overall administrative efficiency of the lease application related to the

redevelopment of buildings.
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(2) Add mechanism for semi-annual review of the “standard rate” level

According to the current “standard rate” pilot scheme, the “standard rate” level is fixed during the
two-year period, i.e. the Lands Department may make adjustments according to the prevailing
property market price level after two years. However, the Hong Kong property market is flexible and
efficient. According to our long-term observation of the Centa-City Leading Index, the property market
will experience a cycle of adjustment or rise every six to nine months. In other words, the trend of Hong
Kong' s property market will change every year, and the two-year fixed “standard rate” may be difficult

to respond to the unpredictable trend of the property market.

Forexample, if the property market is on a downward track, the excessive “standard rate” will increase
the cost of lease modification, thus reducing the intention of owners to apply. On the other hand,
owners also have the opportunity to wait for the newly announced “standard rate” level before making
a decision, which will also slow down the redevelopment of the industrial buildings in the whole

community.

Therefore, we believe that the current plan needs to review the “standard rate” level every six months.
The Lands Department can increase or decrease the “standard rate” level or remain unchanged in
response to the latest trend of the property market. Owners can refer to the “standard rate” published

semi-annually to speed up the decision of lease modification.
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It is difficult for landholders and the Lands Department to reach a consensus on the amount of

premium payable for agricultural land, which directly affects the housing supply in the New Territories.
The “standard rate” scheme has responded well in the test of industrial buildings. In view of this, the
government is studying to extend the “standard rate” premium scheme to agricultural land in the New
Territories, which will set a standard amount for the conversion of agricultural land into residential or
commercial development, and increase the certainty of the amount of premium payable to accelerate
the long-term development of agricultural land in the New Territories. The details of the scheme are

expected to be put forward in the first quarter of 2022.

Compared with the industrial building land under the current pilot scheme, the difference of premium
is more significant in agricultural land, which often seriously slows down the whole lease modification
process. According to the documents disclosed by the Development Bureau to the Legislative Council,
a total of 12 successful applications for land premium for residential development were recorded
between April 2017 and March 2020. Based on the calculation of the time from the application for land
premium to the completion of signing the required land documents, of the 12 cases, the longest time

from application to approval is 16 years, the shortest is 2 years, and the average time is 7 years.
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The mostimportant factor in the lengthy time of land lease reform is the principled difference between

the landholders and the Lands Department in their views on the value of land before the lease
modification: the landholders will consider the value of alternative uses of agricultural land, such as
container yards and car parks, while the Lands Department only calculates the value of agricultural
land without considering the value of alternative uses. Therefore, the amount of premium will

inevitably exceed the estimation of the landholders.

AABEETe

Location

BRYNSB IR REDR

Castle Peak Road-So Kwun Wat, Tuen Mu

LokiERg
Sheung Shui Kwu Tung South

FEEAL VR
Sai Kung Pak A Chau Tsai

AIE+-PU4FED
Sai Sha Road, Shap Sze Heung, Tai Po

FEES
Sai Kung Nam Shan Village

ARAKETF
Ha Yeung Road, Clear Water Bay, Sai Kung

BPIJKEREESAE
District 54, Siu Hong, Tuen Mun

TCHAE AT

Yuen Long Tong Yan San Tsuen

JTHARFLL
Yuen Long Ping Shan

#3655 18 BRI
Ma Sik Road, District 18, Fan Leng

TOHA+/ \4BEE
Yuen Long Shap Pat Heung Road

TCRAHLKIE
Yuen Long Hung Shui Kiu
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Time required

1655ER

16 years and 5 months

125988

12 years and 9 months

105F11{ER

10 years and 11 months

9F3MER
9years and 3 months

8F11{ER

8 years and 11 months

8F5(ER

8 years and 5 months

4%2(ER

4 years and 2 months

4F0fER

4 years

25(EA

2 years and 5 months

2F5(ER

2 years and 5 months

2FAER

2 years and 4 months

1511188

1 year and 11 months
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The Lands Department can extend the “standard rate” premium scheme to new development areas to

shorten the time for both parties to negotiate the premium payable, so that landholders can have
greater incentive to apply for modifying agricultural land use, so as to speed up the housing supply in
new development areas and achieve a win-win situation in the long run. However, if the “standard
rate” scheme is extended to agricultural land, the existing operation mode needs to be adjusted

accordingly.

1. More precise zoning

At present, the “standard rate” pilot scheme is only applied to the five regions, namely Hong Kong
Island, Kowloon East, Kowloon West, New Territories South and New Territories North. If only New
Territories South and New Territories North are used to define new development areas, it will inevitably
be too rough and difficult to reflect the real value of the land. Therefore, the zoning of new
development areas needs to be more precise. The Lands Department can also refer to future road

planning and land use zones, so as to formulate a “standard rate” level more in line with the real value.

2. Consideration on current usage/value of agricultural land

Although the “standard rate” scheme helps to reduce the negotiation time of premium payable and
speed up the process of land lease modification, if the premium payable obtained under the “standard
rate” is too high, it is also difficult to attract landholders to apply for agricultural land lease
modification. Therefore, when the Lands Department formulates the “standard rate” of agricultural
land, it can take into account the current alternative use and value of agricultural land, so as to avoid
that the valuation before lease modification is too low, so that the amount of premium exceeds the

range acceptable to the [andholder.
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ANRTEEEER THREBEE20215MM In order to speed up the reconstruction of old buildings in the urban area, the Chief Executive proposed
BERE IR A RRRC it (BEFHERM in her 2021 Policy Address to study lowering the application threshold for a compulsory sale order
SREIES) 150)) GrIfEE)) THREIESES under the Land (Compulsory Sale for Redevelopment) Ordinance (compulsory sale ordinance). In the
WERBFI B EmE@IEFEC MBI FAAEFT situation of decaying urban area and the tightening supply of private residential land, the change of the
THIHESEENASSE T ERRIMEN compulsory sale threshold of old buildings has undoubtedly attracted extensive market attention. The
SBbERS| TS AE N mERE ToAE purpose of this topic is to review the aging conditions of buildings, policy changes of compulsory sale
BETERATRBEGESI BRI & O and the acquisition and redevelopment of old buildings in Hong Kong through the window period
ClREEA B HIIE T 64K SR ia B SR By &4 1b before the amendment of the compulsory sale ordinance, and provide suggestions on the
MR EBWE L ERIE N Wl 2 087 1% amendment of the compulsory sale ordinance and other administrative and planning means related
BIFMEET N R R EMERERRN TR R R E to old buildings, so as to help readers understand the current market of old building and predict
FEREHI D ESH EHEEHERERER possible market and policy changes in the future.
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Current situation of old buildings

EBEEBLLEMNSEMLAIREEE The number and proportion of old buildings and aging units are growing rapidly

EETE@EBLRREIE By EREINE o The aging situation in Hong Kong’ s urban areas is serious and deteriorating rapidly. According to the
MEBE& T E2019F > 2849539,0001F 1+ statistics of the URA, in 2019, there will be about 39,000 residential/composite buildings in Hong Kong,
T/ BT MEDBHE25%210,000E 2 of which more than 25% or 10,000 buildings are old buildings with a building age of more than 50 years,
FREEEESOFENESE BB = &R and the relevant figures will increase rapidly in the coming decades. By 2030, there will be about 17,000
WEHFERIFRIZEEE20304F 50F U Hig buildings aged 50 years or more, accounting for 35%, and by 2046, the number will be about 28,000,
FRFERA17,00008 Kb F-35%° 20464 accounting for about 50%, i.e. about one in two buildings is an old building aged more than 50 years.
HIEF4928,0001M8 Kk #150% B 49 & M & 18
B —IEZRBERES0OFHNEF 1BFo

ERFMEISHFANESEMEE (HE20205FF]kK)

Number of Private Domestic Units by Year of Completion (as at end of 2020)
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Source: Census and Statistics Department
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In terms of the number of residential units affected by aging, since the number of private residential

units completed in Hong Kong has been rising since the 1960s and peaked in the early 1990s, it can be
predicted that the number of residential units older than 50 years will continue to rise in the next 20 to
30 years. According to the Hong Kong 2030+ report, if there are no buildings demolished after 2018, the
number of residential units over 50 years old will surge from 198,000 in 2018 to 854,000 in 2048, while
the number of units over 70 years old will increase from about 1,000 to 373,000, and millions of citizens

will be affected by the building aging situation.

A Large Stock of Old Private Residential Flats

g 2018 = 2048 = )
Wit 50 & Wit 50 &
Aged 50+ Aged 50+
B8 ¥ »H
about 198 000 units ! 854 OOO &. ]
about ’ units
WL 70 & g 70 £
Aged 70+ Aged 70+

BYH
about ‘I 000 units

B BER P 2018 £ X W F AT

4 3 3000 B >
about 7 ’ units

Note: Assuming no demolition from 2018 onwards

T kR A E
Data Source: PlanD

BEHRR: &i#2030+
Source: Hong Kong 2030+
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Background of compulsory sale policy
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The compulsory sale ordinance has been brought into operation since 1999 to promote private sector

participation in urban renewal. Through the legislation, the majority owner of a lot and who fail to
acquire the legal rights of the minority owner can still sell the whole lot, so as to integrate the ownership
that are too difficult to be acquire and accelerate the pace of acquisition and redevelopment of the

whole lot by the private sector.

Introduction to compulsory sale policy

According to the compulsory sale ordinance, a large owner applies to the Lands Tribunal (the Tribunal)
and satisfies it that: (1) the large owner already owns a majority of the shares (90%); (2) due to the age
and state of repair of existing buildings, the redevelopment is justified; (3) reasonable steps have been
taken to acquire all the undivided shares (including negotiating with minority owner to purchase their
undivided shares) can the whole lot be sold by public auction under a compulsory sale order made by
the Tribunal. The majority owner shall also submit a valuation report prepared within 3 months before
the application date (if the minority owner disagrees with the assessed property value, he may appeal
to the Tribunal) and submit it to the independent surveyor of the Tribunal to determine and approve
the reserve price of the auction. The reserve price is not the existing use value, but the comprehensive
market value including its redevelopment value. The total amount of the successful auction will be

apportioned among the owners according to the proportion of the existing use value of each property.
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Changes in the ownership threshold of compulsory sale policy

At first, the threshold of ownership shares under the compulsory sale ordinance was 90%. However,
since the commencement of the ordinance in 1999, the number of relevant applications has remained
low. By the end of 2009, the Tribunal had received 64 compulsory sale applications, of which only
about 20 cases had been issued with forced manufacturing and sales orders. Taking into account the
above situation and the demands of old building owners, the government considers that 90% of the
application threshold has room for review. After several rounds of public consultation and deliberation,
the Land (Compulsory Sale for Redevelopment) (Specify a Lower Percentage) Notice was implemented
on April 1, 2010. On the basis of the original ordinance, a lower 80% threshold was adopted for the

following three types of specified lots:

(1) Each unit in the lot accounts for more than 10% of the undivided shares of the lot;

(2) All buildings on the lot are 50 years old or more; and

(3) The lot is located in a non-industrial zone and all industrial buildings on the lot are 30 years old or

more.

In other words, (1) it is mainly aimed at low and old buildings with only 5 to 9 units to prevent the
stagnation of redevelopment projects by only one group of units, (2) it is mainly aimed at old buildings
with more urgent redevelopment needs, (3) itis aimed at middle-aged and old industrial buildings that

can be changed and have more appreciation potential.
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2010FFFERAMmErIt WRABIFRE In 2010, the application threshold for compulsory sale was lowered, and the effect was instant. The
= %@?E BHiEREE2010E 2012 =FR number of compulsory sale applications increased sharply in three consecutive years from 2010 to

EARBLEHBORRZUIFHIEEER 2012. Part of the reason is that a number of old buildings that can reach 80% but less than 90% of
T el MmN\ AN B A BRI EEE ) PY conditions have been overstocked in the market, which can be released after the threshold is lowered.
PR BENE B 201 THE B BBEMT  After 2017, as the government shifted the focus of residential land supply to public housing, the
BETRAMARSEYERn A ASER S8 number of land sales was relatively limited, and more developers needed to purchase supplementary
SHYEER BL2EERESBEENER development land through old buildings, which pushed the number of compulsory sale in recent years

REERBM CEFRFRINFZHWBERME  toamedium high of about 40.
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Controversy over lowering the threshold of compulsory sale

As a result, the lowering of the compulsory sale threshold to 80% for specified lots has indeed
accelerated the pace of developers’ participation in the reconstruction of old buildings, and
undoubtedly enabled many owners of old buildings who were unable to sell to improve their lives.
However, at the same time, during the consultation stage and the initial stage of its implementation, it
has aroused the doubts and disputes of a large number of residents’ organizations. The opponents’
questions do not focus on the application threshold itself, but on the basis and various links of the

compulsory sale ordinance, mainly including the following;

1. It is believed that the property after the compulsory sale has not been required to redevelop or
perform other social responsibilities, which is purely a commercial transaction and a serious violation

of private property rights;

2. Itis considered that while giving up the ownership, the small owners lack protection of their rights
and interests, the litigation cost and risk are too high, and there is a lack of appeal channels and

support;

3. It is believed that the compulsory sale ordinance can only enable developers to purchase old
buildings with reconstruction value, and will not help old buildings with actual reconstruction needs

but no reconstruction value;

4. Some old buildings are in good condition and have no actual reconstruction needs, so they should

not be acquired and forced to be sold;

5. Itis considered that the effect of lowering the threshold is limited, and some old buildings can only
be released in the short term, and then fallen into a seesaw situation and waited for the next lowering

of the threshold;

6. Itis believed that most public compulsory sales are closed at the reserve price, which is a joint price

reduction by developers;

7. Itis believed that the compulsory sale price could not reflect the destruction of the original owners,
especially the store owners’ network and customer base, requesting “building for building, shop for

shop”.

The above opinions should also become an important basis for the government in revising the

compulsory sale ordinance and even the overall urban renewal policy.

Centaline Surveyors Limited | 2021 Property Market Report | All Rights Reserved

& 2021 Annual Report



CENTALINE

2 2021 Annual Report

)
SURVEYORSE s

S8 — sl 15 5= BOR

Topic 3 Compulsory Sale for

Redevelopment

BRI (¥ 2
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The acquisition of old buildings often takes several years or even more than ten years, which shows

that it is difficult. When the private sector participates in the acquisition of old buildings, there are

mainly the following difficulties:

(1) Reconstruction potential

It should be made clear that the government’ s intention to promote “private sector participation in
urban renewal” through the compulsory sale ordinance is essentially to accelerate the spontaneous
market behavior of developers. Therefore, making developers profitable is the prerequisite for the

implementation of this policy.

Profitable, specifically, means the redevelopment value of the lot greatly exceeds the current value of
the old building, which is enough to enable the developer to still have a certain proportion of the
expected income after paying the acquisition premium, deducting various development costs and
considering market risks. The reason why the redevelopment value can be greatly improved is that the
plot ratio of the existing old buildings is far from the unused maximum plot ratio currently allowed in
the lot. Therefore, there is much room for improvement in the building area after reconstruction. For
example, the URA uses the ratio of the remaining buildable floor area, i.e. the ratio of the “remaining
allowable floor area” to the “maximum total allowable development area” permitted by the current
planning and regulations to reflect the reconstruction potential of the building. For redevelopment
projects implemented by the URA and private developers in the past, the remaining buildable floor
ratio generally exceeded 50%. In addition, since the coverage percentage of general sites is less than
40%, the area of the site should not be too small. Otherwise, after deducting the public areas such as
corridors, elevators and stairs, even if the construction area increases, the usable area for sale is too

small, and the value of independent redevelopment of the site will also be low.

To sum up, it can be seen that if private developers want to participate in the acquisition of old
buildings, before encountering other problems, they have been framed in a few lots with

reconstruction potential due to the size and development constraints of the lot itself.
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(2) Acquisition price

The inability of both parties to reach an agreement on the acquisition amount may be the most
common difficulty encountered in the acquisition process. In addition to some strategic investors
“nailing” to win high purchase prices, owners and developers often have conflicts because of different
focus and information gap. If developers pay more attention to the benefits and risks of future project
reconstruction, they are more sensitive to external and long-term factors such as policy changes,
economic environment and land supply, which may not be reflected in property prices immediately;
owners usually pay attention to the current atmosphere of the property market, and their access to
market information may lag behind that of developers. Therefore, when the medium and long-term
market prospect is uncertain, the developer’s bid may often turn conservative before the market

conditions, which is easier to fall behind the owner’ s expected price.

In addition, the ground floor units in old buildings are also particularly prone to price differences. On
the one hand, the rent and market value of ground floor units mainly depend on the location and flow
of people, and are relatively insensitive to the property conditions. Owners usually have no urgent need
to improve the environment and have strong bargaining ability; on the other hand, some owners of
floor shops in old buildings are also merchants who use the shops themselves. They will consider the
risk and cost of damage to the customer base and interpersonal networks they have operated for many
years after they move out of their original location, and their bidding will be more aggressive. From the
perspective of developers, if compulsory sale is considered, the number of ownership shares of floor
shops is not more than that of residential buildings, but the foot price and market value may be greatly
exceeded. Naturally, the “cost performance” of residential units is higher, so developers may postpone

the acquisition of floor shops or have reservations about their bids.
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(3) Ownership

It is difficult to integrate scattered ownership after acquisition, which is one of the main reasons for
slowing down the progress, and solving relevant problems is the main original intention of the

legislation of the compulsory sale ordinance.

Itis difficult for the acquirer to obtain the title in a reasonable way. In addition to the price factors such
as the excessive price charged by the owner, there may also be a problem with the title itself. If the
owner of an old building is missing or unable to contact due to immigration or death in his early years;
or the ownership itself is controversial. If the owner dies without a will, the children compete for the
estate; or individual properties are shared by multiple persons, and it is difficult to transfer if one party
does not agree; there are also a few older owners who are unwilling to move out of their existing
properties for emotional reasons such as personal memories and sense of community belonging. The
reasons are varied and complicated, but they may make it difficult for the acquirer to unify the

ownership in a short time.

Centaline Surveyors Limited | 2021 Property Market Report | All Rights Reserved



CENTALINE

)
SURVEYORSE s

S8 — sl 15 5= BOR

Topic 3 Compulsory Sale for

Redevelopment

v R B 7 KL

View of Centaline Surveyors

(1) PR R IR R A I

MR EERE—IHERBME RS
JR2008FETHEERBED  FRNRILE
RN EAIBE HA0F U AS0F  TIRFAELLEX
FH42% EFZE60% R HELERH34%
E19% REBAEBRAPIERE L AREEY
BEBRASBE MEATBE—RIETHRS
ERHER S0FIBERIERE —ERAREN
DIER 0 Bl 2 8 RO Bl R BIB L2 8
NWEBRIAEENE - BTN —EEERMR
EEEFRR L BRBREFE2010F L6
BERSOFHNERBRBEBESHNEENS
S0LLTIBFBI2. 715

ZRIAB EANERBEMESARLIOE B
FRS0FRENETRIEEHECM0F H
PR AR RERNIET AFEERE
EAMEE AR S EMINERRE I LA
BFRERRBAEE—F S BERE
ZBOEC0FIRE ERRRBIIEET0%.
ERESIELE EAZRHES-

ERNRERFBRISOFEOFNIET —
PR EREE I B A ST 2= o IR RS04
MU EER BEREI60FERBFT AR+ F
ATEIS0FIBEC Y1960 F RISE ABVIE T £ 28
REARENFRENR L LEBE —TRA Y
RERNBERAMNBERB; B5—HE B
FAET HEBREUHEHEEHUS
ERNERELEEERA JERESS
BERNEEMEENECER -MEAEZY
BEE AREDERBNENE T 8ED
LU AR B RGER A P E &

(1) Lower the threshold for compulsory sale application by level

As for whether the threshold for compulsory sale should be further lowered, the Development Council
conducted a sample opinion survey in 2008 and found that if the age of the buildings proposed to be
lowered is changed from 40 years to 50 years, the ratio of supporters will increase from 42% to 60% and
the ratio of opponents will decrease from 34% to 19%. This shows that the public is indeed more
sensitive to the age of buildings as the design service life of ordinary buildings in Hong Kong. The age
of 50 may be a more significant psychological barrier, i.e. most people may think that old buildings
older than that building are particularly necessary for reconstruction. This is also partly reflected in the
condition of their buildings: according to the records of the buildings department in 2010, the
probability of an old building aged 50 years or older being issued a repair order is about 2.7 times that

of a building under 50.

Considering that it has been more than 10 years since the last lowering of the compulsory sale
threshold, and the current building age of the 50-year-old buildings in that year is more than 60, among
which the remaining buildings that have not been rebuilt, if they do not have reconstruction potential,
it can be basically inferred that there are more complex property rights problems. In addition, the
building disrepair situation is likely to further deteriorate. It is believed that the compulsory sale
threshold of 60-year-old in this part will be relaxed to 70%, which should not arouse too many

oppositions in society.

There is room for discussion as to whether the application threshold should be lowered for buildings
aged 50 to 60 years. At present, old buildings over 50 years old refer to buildings constructed in the
1960s, which compared with buildings completed before 1960, which were more than 50 years old ten
years ago, the overall construction quality and maintenance status have been improved to a certain
extent, and the demand for reconstruction may not be more urgent. On the other hand, buildingsin the
new era usually have more floors and units, and the complexity of ownership will increase accordingly.
Amore lowered threshold of ownership may be needed to help integrate ownership. Both perspectives
are reasonable and may still need to be decided by the government based on further data analysis and

the results of public consultation.
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For the above buildings aged between 50 and 60 years, a more compromise approach is to consider

grading the application threshold at an interval of 5 years or less. For example, when the building age
reaches 55 years, the ownership threshold is reduced to 75%, and even the application threshold is
reduced linearly year by year with the building age. In this way, some unreasonable situations caused
by the extensive division of the threshold can be avoided: for example, for old buildings with a building
age of 50 and 59 years respectively, the age gap is actually close to 10 years, but the same application
threshold must still be adopted; or for buildings with a building age of 50 years, due to the ownership
problem of less than 80%, it is necessary to wait until the building age of 60 years to have a strong shot.
The subdivision threshold also helps developers to apply for compulsory sale as soon as possible to

avoid unnecessary waiting.

To sum up, we suggest that the government, while making full reference to public opinions, may
preliminarily consider:

(1) 60 years or more, lower the application threshold to 70%;

(2) 55 to 60 years, 75%; 50 to 55 years, 80%. Or consider a more subdivided threshold by building age.
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Preliminary proposed ownership threshold for the
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(2) Improve reconstruction incentives

In addition, since the compulsory sale only involves properties with reconstruction potential, it is
difficult for developers to rebuild old buildings without residual plot ratio, even if the buildings have
reconstruction needs and the ownership is easy to integrate. After years of consumption of the
compulsory sale ordinance, there are fewer and fewer projects with high reconstruction potential and
easy to be done. Therefore, whether we can improve the development incentives, especially the plot

ratio, will become the key to determine the effectiveness of the strong shooting policy in the future.

Taking the Yau Ma Tei and Mong Kok study report (“Yau-Mong Study”) released by the URA in 2021 as
an example, within the scope of its study, about 65% of the existing buildings are over 50 years old, but
the remaining plot ratio is only about 7%, scattered in different buildings. The remaining plot ratio of
about 800 buildings is low or negative, and basically has no original site reconstruction value. In view of
the above, the URA also put forward some suggestions in the report to improve the development

incentives:

(i) Integrate a number of small sites separated by roads, so as to integrate the road area and unused

government facilities or land into the new integrated sites, improve the overall floor and re-plan;

(ii) Transfer plot ratio means that some sites in the area are designated as “sending out sites” and
“receiving sites” in advance according to the URA” s conceptual blueprint and known reconstruction
potential information. Non-designated sites can also apply for “sending out sites” or “receiving sites”
according to relevant criteria, including “sending out sites” with no reconstruction value or low
reconstruction value which can sell its plot ratio and transfer it to the “receiving site” with higher
reconstruction value and better location, so as to share the value gain brought by the moderate

increase of its plot ratio, and it can be transformed into low plot ratio facilities such as open space;

(iii) Lowering of plot ratio restrictions or exemption forindividual cases, such as the use of underground
squares, pedestrian walkways, sky gardens, scattered building layout and other designs that improve
regional traffic, air circulation, lighting and other environmental factors, can obtain additional plot ratio

or area exemption.
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In addition to the third point, the above suggestions reflect the idea of “planning before projects” and

“regionalintegration” of the URA in recent years, i.e. the sites or street sections that lack reconstruction
value should be integrated with the surrounding land, and the integrated land has reconstruction value
after planning. For example, the remaining plot ratio of the Cheung Sha Wan Cum Shan lane and
Cheong Wah Street projects announced by the URA recently and the Cum Shan Lane building complex
itself is also less than 10%. However, the URA has finally raised the remaining plot ratio to nearly 80%
by incorporating the adjacent government land and unused facility land into the planning. The Chief
Executive also said that the plot ratio transfer, integrated block development and other tools
mentioned by the URA in the “Yau-Mong study” are also applicable to developers. If the developers
want to block inner street and transfer plot ratio after acquisition, the government will generally agree;
he also said that in the future, after the URA completes the planning of the old areas of Sham Shui Po

and Tsuen Wan, it will also allow developers to “enter the site and do it together”.

However, the relevant measures also have their limitations: first, the scope of regional integration is
large, involving too many regions, and the acquisition can only be handled by the URA; secondly, land
integration involves the occupation of roads or government land. If it is handed over to developers in
various forms, it may face the question of interest transmission and infringement of public interests; in
addition, the transfer plot ratio is a relatively new planning concept in Hong Kong. Except for the
previous cases used for the conservation of historical buildings, it has never been widely put forward to
urban renewal. From its preliminary concept to its specific implementation, there are many details that
need to be clarified: for example, how to designate “sending sites” and “receiving sites” using socially
convincing criteria? How to regulate the resale of plot ratio through planning, legal guidance and other
means while ensuring market flexibility and efficiency, so as to prevent speculation similar to Taiwan’ s

“plot ratio certificate”?

In the long run, with the progress of reconstruction, the urban surplus plot ratio will become smaller
and smaller. If the development incentives of urban renewal are needed to be maintained, regional
reorganization and improvement of plot ratio are essential. However, due to the plot ratio linked to
population density and limited infrastructure load, the government needs to plan ahead from a macro
and forward-looking perspective. We support the government and the URA to improve the overall plot
ratio and utilization efficiency of the urban area with innovative planning and development models,
but itis also hoped to settle the relevant details as soon as possible and clarify the doubts of all sectors

of the community.
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Planning framework and integrated block diagram proposed by Yau-Mong Study
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(3) Extension of building service life

As mentioned above, old buildings in the urban area are basically increasing at an average level of
more than 600 buildings per year, and are accelerating. The number of compulsory sale applications
that roughly reflect the speed of private reconstruction has averaged only about 30 per year in the past
decade. The number of reconstruction projects carried out by the URA basically involves less than 100
buildings peryear. Even if it is optimistic that the reconstruction speed of the public and private sectors
will increase in the future, it is far from being able to cope with the aging speed of the urban area.
What’ s more, the to-be old buildings with relatively new age are generally more than 8 floors or even
10 floors, and the remaining plot ratio for development will be lower. The problems of complex
ownership and insufficient reconstruction value faced by future reconstruction projects will be further

exacerbated, and the reconstruction progress is more likely to be far worse than expected.

[t can be seen that redevelopment can solve the current problem of urban aging in Hong Kong. Under
such circumstances, increasing the service life of buildings and prolonging the overall reconstruction
cycle should be considered, so as to reduce the dependence on reconstruction. The design service life
of concrete buildings in Hong Kong is generally 50 years. However, if reasonable maintenance can be
made to effectively avoid water seepage, corrosion of reinforcement and spalling of stone excrement,
the service life of buildings can exceed 100 years. However, the actual situation is that owners often
ignore early-maintenance. Only when buildings are old and in disrepair, they are forced to carry out

repair and even reconstruction, which greatly shortens the service life of buildings.
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The concept of “preventive maintenance” proposed by the URA in recent years may alleviate the

above situation fundamentally. As the name suggests, it advocates building maintenance in advance,
from “repair” to “prevention”. In order to achieve the relevant objectives, the government should write
down and legislate the responsibility of preventive maintenance as soon as possible. For new buildings
and young and middle-aged buildings, it can consider specifying the responsibility of owners for
regular maintenance in the terms of land grant clause, the guidelines for deed of mutual covenant and
the existing regulatory frameworks such as the Building Management Ordinance and the Building
Ordinance, and require a certain proportion of the management fee as the accumulated maintenance
and renovation fund; In addition, itis necessary to provide owners with a more transparent information
platform and a sound support mechanism to speed up maintenance projects and reduce disputes,
while cultivating their awareness and knowledge of building repair in advance; In addition, the
government should also use new technology to establish a more efficient and accurate building
condition assessment mechanism and data management system, so as to provide effective

supervision and clear guidance in the heavy maintenance and repair work in the future.

In response to urban aging, building rehabilitation is an important way other than reconstruction, and
may even be more critical. Similar to the problem of land supply in Hong Kong in the early years, the
problem of urban aging seems distant, but the time required by the government order is in fact urgent.
It is hoped that the government will show its attention and determination like in dealing with land
problems in recent years and formulate a long-term and comprehensive strategic plan for building

rehabilitation and reconstruction as soon as possible.
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