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It is not the mountain we conquer but ourselves.
Edmund Hillary
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MARBSEE
Mr Billy LAM Chung-lun

2003/04 is the second year of implementation of the Urban Renewal Authority's
(URA) Five-year Corporate Plan. In the first year, we focused on making an early
start on eight of the 25 to-be-commenced redevelopment projects announced by
our predecessor, the Land Development Corporation (LDC) and taking various
initiatives to lay the ground work for our newly-adopted 4Rs strategy
(Redevelopment, Rehabilitation, pReservation and Revitalisation.) We advanced to
the second year with a strong determination to complete site clearance for the
three 'early launch projects', as well as plans for sustaining the momentum of the

redevelopment programme and opening up new frontiers for the other Rs.

Looking back, it has been a challenging and rewarding year. Amidst the very
difficult environment of SARS outbreak, intense political issues and fluctuating
property market, we moved towards the final stage of an untested land assembly
procedure for three 'early launch projects.” At the same time, we launched the Lee
Tung Street redevelopment project, the largest of all so far, an unprecedented
rehabilitation trial programme for special target buildings and a series of innovative

projects in preservation and revitalisation. Initial results have been very encouraging.
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Estate developers tender for the joint
development of the URA project.
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Redevelopment

By the end of March 2004, we were able to report that acquisition, land
resumption and site clearance for the three early launch projects in Wan Chai, Tai
Kok Tsui and Sham Shui Po have been completed on time within the 24-month
target schedule. This has a far reaching significance for the URA. On the one hand,
it indicates that, property market conditions permitting, the new land assembly
programme is realistic and can be used as a model for future redevelopment
projects. On the other hand, it allays the fear of a protracted, agonizing process in
the LDC days and inspires fresh confidence from our stakeholders and partners,
including the Government, the Legislature, private developers and banks.

To date we have commenced 17 of the 25 'LDC-announced' projects to which
priority has been given in our Corporate Plan. The commenced projects represent
a total estimated development value of $13 billion, about 70 per cent of which
accrued to 11 projects undertaken by the URA. The remaining six are undertaken
in association with the Hong Kong Housing Society (HKHS). These projects are
scheduled to be completed at different times within the next four to six years.
Together they will deliver about 5,500 new flats, 59,000 square metres of
commercial floor area, 2,600 square metres of public open space and 11,000
square metres of floor area for community facilities such as day care centres and

elderly homes. Details are given in the Operating R eview.

In early January 2004, we formally issued acquisition offers for the $3.58 billion Lee
Tung Street project in Wan Chai, the largest project so far launched by the URA.
Wan Chai is one of our high priority action areas for urban regeneration. Located in
the centre of this area, the 8,900-square metre site is conceived as a
comprehensive development area (CDA) and will be implemented with an
integrated 4Rs approach. Parallel to the acquisition process, we have initiated an
on-going programme of local consultation through community workshops,
meetings with the District Council and local residents, and a professional

development concept competition for this particular project.

Acquisition work for the Lee Tung Street project has happened to coincide with a rising
property market which tended to raise the expectations of owners, even though the
acquisition offers were equivalent to 2.9 times the open market value of owner-occupied
domestic flats. However, cash compensation is not, in our experience, the only
assistance that the owners need. Equally important is the practical assistance that our
frontline staff and social service team give to individual owners on a personal basis, such
as finding new homes to buy, providing a larger cash deposit, house moving service and
helping to deal with various individual family problems wherever possible. As this Report
goes to print in early September, acquisition results have been satisfactory, with
acceptances by 71 per cent of the owners overall and 83 per cent of the domestic

owner-occ upiers .
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The first step which one makes in
the world, is the one on which
depends the rest of our days.
Voltaire

In addition to the newly commenced projects, we have made good progress in the
10 unfinished joint venture redevelopment projects inherited from the LDC. Queen's
Terrace in Sheung Wan, the first major residential project initiated by the LDC in
1990, was completed and all of its 1,148 flats were sold during the year. Residents in
the new development enjoy not only a modern home but also share with their
neighbours a host of public facilities including a specially designed Chinese herbs
garden, a new food bazaar and plenty of open space. In Waterloo Road, Yau Ma
Tei, another 576-unit residential project was nearing completion and about 78
percent of the units have been sold. In Mong Kok, a mega 167,000-square metre
project now known as Langham Place saw its topping-out ceremony and is targeted
for full opening before the end of this year. Langham Place boasts a state of the art
architectural design with a hotel, office and retail complex and will be the second
tallest building in Kowloon. No doubt it will become an important landmark and kick-
start a sequential revitalisation process in the surrounding areas.

Rehabilitation

Rehabilitation is a new frontier that offers exciting prospects for urban renewal. The
SARS outbreak in the second quarter of 2003 has triggered a territory-wide
awakening to the importance of building care and maintenance. We seized the
opportunity to extend our rehabilitation trial scheme to provide technical assistance
and material incentives to encourage owners' corporations to carry out preventive
maintenance on top of statutory repair and safety works to their buildings. Initial
success achieved in the rehabilitation of several tenement blocks in Tai Kok Tsui,
Yau Ma Tei and Mong Kok received extensive attention of the mass media. As the
scheme was so well received, in May 2004 we have extended it to a $210 million,
five-year programme for 540 residential buildings with an estimated 32,400 units
throughout the urban area. The programme now comprises two separate
schemes - a material incentive scheme for buildings under statutory repair orders
from the Buildings Department and the other in the form of interest-free loans for
buildings under self-initiated rehabilitation works by the owners.

Building rehabilitation is an effective measure of preventing urban decay. It also
reduces the social disruption that would otherwise be caused by redevelopment,
with the displacement of affected owners and tenants. The spin-off benefits,
however, could go beyond this considerably in terms of economic stimulation.
Rehabilitation done on a large scale also has the potential of creating employment
for construction workers and business opportunities for material suppliers and

other trades.
Revitalisation

On revitalisation, we have taken our first foothold in Sheung Wan, one of the oldest
commercial districts in Hong Kong. Our philosophy is to beautify the street-level
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environment that is anchored to our major redevelopment or conservation projects
in order to achieve a more holistic impact. Sheung Wan fits this philosophy
perfectly as the URA has already undertaken a number of finished or new projects
in the area, including the Grand Millennium Plaza, Queen's Terrace, the Western
Market and a newly announced redevelopment project in Staunton Street. Phase 1
of Sheung Wan's revitalisation has begun with the conversion and enlargement of
the open area adjacent to the Western Market into a town square and gradual
extension of beautification work to the nearby streets famous for their Chinese
herbs, swallow nests and dried seafood shops. Phase 2 which is under active
planning involves the construction of an 'arts terrace' on a sloping site opposite the
Man Mo Temple so as to create a more vibrant and attractive tourist destination
together with the temple and the adjacent antique shops in Cat Street and
Hollywood Road.

Preservation

Preservation became a focus of public attention during the year with the
Government's publication of a consultative document on heritage preservation.
The URA's commitment to preservation of buildings of architectural value is
enshrined in its 4Rs strategy. As we see it, one of the most effective approaches to
preservation is to bring life to a heritage building by converting it into a distinctive
facility for public leisure, cultural and specialty shopping activities. This is precisely
what we did with an overhaul of the century-old, Edwardian-style Western Market
in Sheung Wan during the year. Since its re-opening in July 2003, Western Market
has enjoyed an increasing patronage attracted by its ballloom dancing facility, an
array of quality cloth shops and a judicious mix of specialty shops.

In Wan Chai, we have committed ourselves to three more preservation projects
that form part of our redevelopment work in Johnston Road, Ship Street and
Queen's Road East. They comprise a total of seven pre-war Cantonese buildings
of the early 20th century style and a four-storey shop-house of the 1940's/50's
which are fast disappearing species in Hong Kong. Conservation work is expected

to be completed along with the redevelopment projects in four to six years' time.

New joint venture developments

Thanks to a revived property market in the second half of the fiscal year, we were
able to resume open tender for our joint venture development projects in early
2004, a lapse of 19 months since the first two joint venture projects, Tsuen Wan
Town Centre and Ka Wai Man Road, Kennedy Town, took place in 2002. The
7,230-square metre Yeung Uk Road site, a linked site to the Tsuen Wan Town
Centre, attracted very enthusiastic response from private developers. This project
is expected to be completed in 2007, with a synergistic effect on the adjacent

Tsuen Wan Town Centre project.

41



TR ERES MANAGING DIRECTOR'S STATEMENT

r—t | —

I

SBERNNE

RAT5E R PR A2

B SR —FAARIMLIR » KA NESDERBA - HERS  LREHME
o WHESEENE - £ -FF= /| FNEE  ARNFEERRERtTH
BET BEF_ BT AERNEE - BP TEIZAN TR

_ER=FRR BMEIBNE_EE_ TR fAFENFEEER
FEABNTAAEN+ER  REFERFEEMNE=TAAALTE ' BX
BRKRE -

A
gi=1=[=]

HEMFEFRIREZER - BORSBIBUT ~ & MR FRATHFHNE OB
B0 - MERKIUES - AEZEFR » HAIRTKBUTH (THEERRE)

WE] T HF LIFEan - mERILR2ERE - MHEARAVHIEMTEHEHE
ERIBRE M » BFIRVBEDMERINAREERN - MRS AT ERERZE &
PLLS| ALEEIBL2E » LUNRTEER - B8 B IRYRBIBBUR < B
=5 —ARHREVEDEN=E » FESLABRREBNSL - LU MRENE
RSIRMARRESETRER  UFEXERE - SR—EFBREBRA/ATH
BUR

R AAERILES  2HEFE - REEE - oFRHELEEAL 728
E—EHMRBNRNIIIELIEE - HRAMERNMKIRERT 8 » HITRIAAY
EEETREIERTL  WEZRMROBE - NBMLIAERS - A7FRR - —
FFNFAA—H @ SETEEHEEFSER - AAZIPENE A E
oo AREMBEENEET - HEE—F BN BEEMHEERNRE -
R BIARLH2ERSE - AAREF  =ERE - G RIBE - AA
SILAZ {8 -

TR
e
—EENELA=1—R

42

THRBRIEITARARNR
BFEEE -

URA briefs the bank
representatives about its
rehabilitation schemes.



As the new 2004/05 fiscal year began, we were making smooth progress in
implementing a tender schedule for joint venture partnership for four more sites
acquired for redevelopment, namely Johnston Road, Wan Chai; Cherry Street, Tai
Kok Tsui; Fuk Wing Street and Po On Road, Sham Shui Po.

Financial and cost management

Since establishment in May 2001, we have made tremendous efforts to improve
our financial position by means of stringent cost control. The hard work has begun
to produce results. For 2003/04, the net operating deficit was $75 million, a 66 per
cent decrease from the $221 million deficit in the previous year. With the receipt of
the second tranche of $2 billion capital injection from the Government in May
2003, our consolidated balance sheet at the end of the fiscal year has returned to
the black with net assets of $989.4 million, compared with net liabilities of $935.5
million in the previous year.

Conclusion

The past year's results and the continued support of the Government, other
stakeholders and the community have given us more confidence in moving
forward. Still, the URA is just barely three years old and a long way off from
completing the 20-year mission set out in the Government's Urban Renewal
Strategy. In the face of continuing high expectations of the public and the
magnitude of the urban decay problem, our means are modest. There have been
various suggestions recently that more private sector participation be brought in to
help speed up the pace of urban renewal. However, the high cost of compensation
for property acquisition, which generally amounts to three times of open market
value, is likely to discourage private developers from joining this task. Clearly, a
different approach and a more financially viable solution has to be found to attract

them to come forward.

Finally, | wish to thank all members of the Board and Committees of the URA as
well as our partners and stakeholders for their guidance and support during the
past year. To the Chairman of the Board, Dr. Lau Wah-sum who is retiring after 12
years of contribution to the URA and LDC, | express my sincere gratitude and wish
him a long and happy retirement. | welcome Mr. Edward Cheng who joined us as
the Chairman of the Board on 1 May 2004. | am sure that the URA will continue to
thrive well under his leadership. My final tribute goes to all my colleagues whose

hard work and productive results are a constant source of pride for me.

Billy LAM Chung-lun
Managing Director
31 July 2004
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