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PROPER USE OF INDUSTRIAL BUILDINGS
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As the rents for Hong Kong residential properties have
increased in recent years, more and more people are now
residing in industrial building units due to their lower rental
costs. Under the law of supply and demand, the number of
such illegal residences is on the rise.

Though the rent of these units is attractive, changing the use
of industrial building units into residential use without prior
government approval could violate the land lease conditions. In
addition to possible government enforcement of the law and/
or the land lease conditions, living in industrial units could also
be dangerous. News of accidents is common. Licensed estate
agents are reminded that protecting the interests of clients is
important and they should not provide any false or misleading
property information (such as the permitted use) to clients. They
should not make any misleading representations to prospective
purchasers or tenants that the relevant units can be used for
residential purposes. Otherwise, the clients may suffer a loss
and licensees may be subject to disciplinary action by the EAA
for breaching the Code of Ethics.

In this issue of Horizons we will look at the risks of residing in
industrial buildings and remind estate agents the points-to-note
when handling the transactions of industrial building units.

LIVING IN INDUSTRIAL BUILDINGS PUTS
SAFETY AT RISK

Some owners of industrial buildings have converted their units
into decent-looking and well-equipped “studio flats” or so called
“working studios” in recent years. Self-contained washrooms,
water heaters, cooking appliances and 24-hour electronic locks
etc. are available. As the rent for these “studios” is lower than
for residential units, they have attracted many people. However,
there are many potential risks in living in this kind of “look-alike
residential unit”.

09



10

£E2555%8 IN FOCUS

B TENRABRARS BT
B AEENEE  BRES - 58
AR —MRETRERER o 1Loh - Lk
TEEMNEERDEKZ EEILEN
(TEELD > AMRAE—REBRAOHE
L —BBEANE  RRER - BT
BEFEER - RATERRELTE
HBRERE DY - Mok
HEW P —BBRENERAREE
- R - BLETENFOERE @ A5
B TEEBETHEBIEFRER &
Zm - HHEFBRER

By HiE RIS

HR O ETEEREEES RRRIEE
[ - BEERFCBE KR - AmaE
FE=FHEERRE  —BELESIN - A
RERBUAEREE RN SEFKER
BRIBETERBRARRE -

ZIHEE NniEn
ERMERE  ERETENEXSH
BRI - I - AFERERE
BEXNREMELN - TTRESHR
SR TRLSERAREE - G [A
FOANBERE BT 5% - HE
AR BRI R B RE T BIFE
B - REEAE S E R ENT
BEBTERE  @TAUREES -

Firstly, the regulations for the lighting and ventilation systems,
building structures, fire exits and fire safety measures for
industrial buildings are different from those for residential
buildings. Moreover, some industrial building units are even
subdivided into numerous individual small flats (“subdivided
flats”) with a single corridor and entrance only. In case of fire,
the consequences would be disastrous. It is not difficult to find
old news reports of cases where staircases were obstructed
in industrial buildings and the emergency exits were locked in
some cases, blocking the way out in case of fire. Furthermore,
some units in industrial buildings may still have industrial
activities going on or might be used for storage of dangerous
and inflammable goods, both of which increase the risks for the
occupants.

UNAUTHORISED CHANGE IN PERMITTED
USE WILL AFFECT INSURANCE
COMPENSATION

In addition, living in industrial buildings may also affect
insurance compensation. Because of the unauthorised change
of use of the units, occupants might not get any compensation
from the insurance company even when insurance against fire,
flood and third party liability has been bought.

BE CAUTIOUS TO AVOID MALPRACTICE

Estate agents should be extremely cautious when handling
transactions for industrial properties. They should not advise
or imply to their prospective purchasers or tenants that these
units can be used for residential purposes, for example, by
saying that “many people are also living in the same building”.
If the clients ask whether the units can be used for residential
purposes, estate agents must not mislead them and should
reiterate that the permitted use of the property is industrial.
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The permitted use of the property is specified in the occupation
permit. The government lease and the Deed of Mutual
Covenant may also contain terms and conditions which
stipulate the permitted use of different parts or floors of the
building. Any breach of the user restrictions may lead to
claims from the property management company, the owners’
corporation or other owners. Thus, the purchaser or tenant may
suffer a loss.

Furthermore, changing the permitted use of a property and
breaching the terms of the government lease may cause a
defective title of the property and a possible loss for the client.
The Lands Department may also initiate lease enforcement
action by issuing warning letters to the occupants or owners, or
even exercise its right of re-entry.

In view of all the above risks, a responsible and professional
estate agent when handling transactions for industrial building
units should remind their clients (including the property
owners, prospective purchasers or tenants) not to breach the
conditions of the relevant leases, and tell them clearly the risks
and consequences in case of a breach, in order to protect
their interests. As a matter of fact, the Lands Department often
reminds licensees not to express or imply that these units can
be used for residential purposes in related advertisements, and
instead they should clearly set out the permitted use of such
units.

By and large, estate agents must not introduce industrial
building units to clients for residential purposes. Occupants
of these units may not be protected, while at the same time
owners of these units may face a vesting order. All parties might
suffer a loss and thus should not put themselves at risk by
breaking the law and the terms and conditions of the land lease.




