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FINANCIAL HIGHLIGHTS
4. The key figures of the Authority’s 2002/03 financial
performance and the 2003/04 Approved Budget are summarised below-
2002/03 2002/03
Actual Revised
(Provisional) Budget
M M
(Note 1)
Operating Surplus/(Deficit)
Rental Housing (312.9) (1,202.7)
Commercial 1,652.6 1,316.2
Home Ownership 1,442.2 677.6
Operating Surplus before exceptional items 2,781.9 791.1
Less: Exceptional items "*? (1,231.7) (800.0)
Special write off / adjustments "’ (767.6) (778.3)
Add: Special Income from Urban Renewal - 12.1
Authority
Total Operating Surplus / (Deficit) 782.6 (775.1)

Note 1.  The 2002/03 actual are preliminary figures subject to year end and audit
adjustments.

2. Mainly included payments under the Voluntary Departure Scheme, expenditure
incurred on Government non-reimbursable projects, provision for diminution in
value of unsold/repurchase HOS/PSPS flats, as well as provision for present
value of HA’s future liabilities on interest on HPLS loans sold and subsidies
under MSS/HPLS.

3. Included special write off for Tiu Keng Leng development and adjustments for
clearance and demolition costs incurred by HA.



5. The provisional operating surplus before exceptional items for
2002/03 was $2,781.9 million, compared to revised budget surplus of $791.1
million. The increase in operating surplus was mainly attributable to a higher
income from sales of TPS Phase 5 of $603.4 million and savings in various
recurrent expenditure of $1,317.9 million.

6. The Authority’s construction expenditure for 2002/03 amounted
to $9.7 billion (provisional), representing 29% (or $4 billion) below the
2002/03 Revised Budget of $13.7 billion. The below budget expenditure was
mainly due to deferred payment for 2 PSPS projects to be converted to rental
housing as well as adjustments of construction programme.

TREASURY MANAGEMENT

7. As at 31 March 2003, the Authority had a cash balance of $27.6
billion, a decrease of $5 billion as compared with $32.6 billion at 31 March
2002 and $5.6 billion above Revised Budget of $22.0 billion. The decrease
in cash balance was mainly due to the cessation of HOS sales from 2003
onwards following the announcement of the Government’s Statement on
Housing Policy in November 2002. The cash balance however was above the
Revised Budget mainly attributable to deferred payments to PSPS developers
and below budget construction and recurrent payments.

8. Of the funds available for investment, $4.3 billion was managed
by fund managers (including the in-house trading portfolio) and $23.2 billion
was managed in-house by the Department to meeting the Authority’s cash
flow requirements under the advice and direction of the FC. For the year
2002/03, the trading portfolios achieved a market return of 9.19%, 0.65%
below the benchmark due to taking more conservative positions. The average
yield for the Authority’s in-house main portfolio was 3.25%, compared to
4.36% in 2001/02. The lower yield was due to further interest rate cut during
the year and lower reinvestment rates for matured investments.

9. The Authority will continue to manage its available funds
prudently with the primary objective of ensuring adequate working capital
and funds are available for the smooth operations of its programmes and
major initiatives.

10. During 2002/03, $4.2 billion of HPLS loans were sold to the
Hong Kong Mortgage Corporation. The cumulative total of HPLS loans sold
was $17.9 billion. The Authority will continue to explore the best option for
funding its loan programme through external financing.



INTERNAL AUDIT

11. The Internal Audit Unit (IAU) and Technical Audit Unit (TAU)
are responsible directly to the Director of Housing and report to the FC
during 2002/03. The TAU is responsible for evaluating the efficiency,
economy and effectiveness of the internal control systems and procedures of
the Department. The TAU carries out independent examinations of the
procedures and practices relating to maintenance and new works and works-
related consultants of the Department. With effect from 1 April 2003, the
internal audit function has been transferred to the new Strategic Planning
Committee (SPC) under the new terms of reference.

12. During 2002/03, the TAU and TAU submitted the following
major audit reports to the FC-

(a) Funds Management Operations;

(b) Control of Vacant Non-domestic Units;

(c) Maintenance Division Management Information System;

(d) Monitoring of Materials Testing Laboratories; and

(e) Effectiveness of Settlement of Final Accounts for New Works

Building Contracts.

INFORMATION TECHNOLOGY
13. The Department has continued to review, develop and
implement strategies and initiatives in accordance with its five-year IT
Strategy Plan and business priorities. Apart from streamlining the IT
organization and establishment of IT governance, the focus was to plan and
roll out business applications and e-Housing initiatives gradually and

incrementally. The major tasks included-

(a) streamlining of the IT organizational structure to enhance the
delivery of IT services;

(b) comprehensive training programme to build core competencies
to support the delivery of IT services effectively;
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(c) review of all existing IT policies and standards with a view to
enhancing IT governance and security;

(d) implement Counter-party Management Information System
and Human Resource Management Information System;

(e) establish a common IT architecture to leverage IT investments;
and

(f) revamp of the HA/HD homepage as core component of the e-
Housing portal for enhancing communication with
stakeholders.

14. The Department will continue to leverage IT to support HA’s
business needs and strategic objectives in accordance with its IT Strategy
Plan. To ensure the best use of valuable resources within the tight fiscal
budgets, the Department has reviewed and prioritized all IT projects in terms
of their benefits and needs. The high priority projects will be implemented in
the coming year while the other projects with lower priority will be
suspended. The Department will also study possible ways to further improve
the effectiveness and efficiency of its I'T operations.

THE WAY FORWARD

15. Following the recent reform of the HA’s committee structure, the
FC has taken on the advisory role of the former Human Resources Committee
while its previous tendering and audit functions were transferred to the new
TC and the SPC respectively. Under its new terms of reference, the FC will
focus on its policy-steering role to enable the Department to continue to
maintain and improve financial management, information technology and
human resources management services benchmarked to the best practices and
other public sector organisations in Hong Kong. In the light of the financial
stringency of the Authority, the FC will continue to advise the Authority on
its finances to ensure its long term financial sustainability.

16. The Authority and the Department will continue to enhance the
cost-effectiveness of resources utilization through process re-engineering,
wider use of advanced technology, and greater use of private sector resources
where it is more cost effective to do so.



CONCLUSION

17. Finally, I would like to take this opportunity to thank the former
Chairman and Members of the FC for their most valuable advice during the
past year and also to extend my appreciation to the dedicated and hard
working staff of the Housing Department. I am confident that members of
the FC will continue to contribute positively and effectively to the mission
and goals of the Authority.

Hon NG Leung-sing
Chairman, Finance Committee



Report on the
Human Resources Committee for 2002/03
to be tabled at the Annual Special Open Meeting
of the Housing Authority
on 12 June 2003

INTRODUCTION

The key role of the Human Resources Committee (HRC) was to
advise on the formulation of effective human resource management (HRM)
strategies and policies for the Housing Authority (HA) to meet its corporate
objectives. In 2002/03, the HRC endorsed 22 staffing proposals and reports on
human resources projects and initiatives. Three meetings were held to discuss
and approve major HRM programmes proposed by the Housing Department (HD)
in support of HA’s corporate and business plans.

ISSUES DISCUSSED

2. In 2002/03, a number of HRM initiatives were implemented to
support HA’s corporate objectives. These initiatives, as listed in the Human
Resources Management Plan and the Service Plan of the Corporate Services

Division, included —

= Implementing the Voluntary Departure Scheme (VDS) as a result of
service transfer under the Greater Private Sector Involvement (PSI)
1nitiative;

= Monitoring manpower establishment of HD;

= Monitoring the development and implementation of the Human Resources
Management Information System (HRMIS);

= Implementing Performance-related pay for HA contract staff employed

under new remuneration package;



= Enhancing the HA e-Learning Portal to realize HA’s Learning
Organization initiative; and

» Providing strategic training to drive and support changes in business
divisions.

These major issues are summarized in the ensuing paragraphs.

Implementing Voluntary Departure Scheme (VDS) as a result of service

transfer under the Greater Private Sector Involvement (PSI) initiative

3. VDS has been launched for more than 2 years. In processing its
applications, HD has followed the principles approved by the HA in July 2001,
1.e. the pace of service transfer should be VDS-led and the mismatch problem be
maintained at a manageable scale. The 3-year VDS option period closed on 28
February 2003 and HD had concluded the outsourcing programme after the last
batch of Estate Management & Maintenance Services (EMM) transfer contracts
was awarded in February 2003. Around 3 200 staff have confirmed their
acceptance to depart under VDS. While over 2 600 of them have already left
the service, the remaining ones will depart on or before 31 August 2003.

Monitoring Manpower establishment of HD

4, In the last 5-year manpower forecast exercise conducted in July
2002, HRC approved the strategy to move towards a thinner yet more efficient
organization by reducing 1 608 posts in 2002/03 and a further of 684 posts from
2003/04 to 2006/07 (at an average rate of -3.63%). Such manpower
requirements were endorsed having regard to various service changes including
Phased Service Transfer (PST) and VDS programmes, extra resources required
in taking forward quality housing initiatives both with HA and the construction
industry, implementation of an additional independent checking process of HA
projects, review of the HA procurement system and furthering the Enhanced
Productivity Programme (EPP), etc.



5. The target of reducing the establishment by 1 608 posts in 2002/03
was fully met with a net decrease of 1 609 posts. This is a result of the creation
of 18 posts offset by the deletion of 1 627 posts. The 18 posts have been created
for implementing new or additional initiatives approved by HA or its Committees
like the quality housing initiatives, coping with increase in workload, providing
support services and improving existing services. The 1 627 posts deleted was
mainly due to PST and VDS programme, decreasing demand for some of our
services, such as the reduction in housing production and handing over of property
management of Tenants Purchase Scheme I & II to respective Owners’
Corporations and other streamlining and productivity enhancement exercises.
As at 31 March 2003, the establishment of the Department is 11 580 (Note').
Compared with the manpower establishment of 13 189 as at 31 March 2002, this
represents a negative growth of 12.2%.

Monitoring the development and implementation of the Human Resources
Management Information System (HRMIS)

6. The development of HRMIS to replace the decade-old Personnel
And Training Information System (PATIS) was completed. It is a web-based
human resources (HR) system with core HR functions like management of staff
information and data maintenance. New features, such as HR self-service and a
management report function have also been developed for more efficient data
management, HR processes and HRM decisions. A major sub-system of
HRMIS, Housing Authority Payroll System (HAPAY), was also launched in
mid-2002 to handle the monthly payroll of HA Contract Staff independent of the
Treasury’s System. A post-implementation review of HRMIS has been scheduled
six months after the completion of the whole project to identify areas for further

improvement.

Note' : Excluding 55 posts transferred from the former Housing Bureau. If transfer of 55 posts is included, the
establishment of the Department as at 31 March 2003 is 11 635 posts.



Implementing Performance-related Pay for HA Contract Staff employed under
new remuneration package

7. To support the introduction of the performance-related pay in 2003,
a new performance management and development system was launched. Under
the system, performance appraisal was completed in electronic form for easy
integration into HRMIS. Just-in-time training has also been arranged for all
contract staff and their supervisors and directorate officers concerned.

8. The performance-related pay consists of 2 parts, i.e. performance
bonus payment and annual salary adjustment. Based on the contract staff’s
performance in the year, the supervisors may recommend granting of either or
both the performance-related pay following the set guidelines approved by the
HRC.

0. For the bonus provision, a departmental budget calculated at 2% of
total annual salary outlay of contract staff under the new remuneration package
as at 31 December 2002 had been established for each Division. The first batch
of bonus was issued in February 2003. A total of 523 staff were awarded bonus
as at end-April 2003 and the whole allocation exercise is expected to be
completed in May 2003, after which the scheme will be reviewed in the light of

experience gained.

10. Regarding annual salary adjustment, the Committee endorsed a pay
freeze across the board for contract staff employed under the new remuneration
package for the year 2002 having regard to market conditions. Refinements
were also approved to the pay adjustment clause in HA’s employment contracts.
As from 2002, supervisors have been authorized to recommend, through the
annual appraisal exercise, withholding the award of annual salary adjustment in
the following year to the exceptionally poor performing staff.



Enhancing the HA e-Learning Portal to realize HA’s Learning Organization

initiative

11. As a corporate initiative to move HA towards a learning
organization, cultivate a self-directed learning culture and provide an alternate
mode of learning for staff to suit their needs, the HA e-Learning Portal has been
developed. As a flexible and innovative system that enables anytime, anywhere
learning, the Portal is now featuring a number of advanced functions unmatched
by any learning systems in both public and private sector organizations in Hong
Kong. These include —

»  Personalized web-page to allow every staff to directly access to his/her
personal training and development information, e.g. training history,
training calendar, and programme details of courses relevant to his/her

profession or rank; and

= c¢-Nomination, as a pioneer in all government departments, to streamline
the training administration workflow and improve vastly work efficiency.
There are significant savings in both manpower and logistic consumptions.
The manpower savings can be diverted to other higher value-added
activities while the latter aligns to environmental protection strategies.

12. The future direction is to share the HA e-Learning Portal with HA’s
business partners for learning and service enhancement purposes. This will
maximize the return on Department’s investment and help ensure delivery of

quality service to customers.

Providing strategic training to drive and support changes in business divisions

13. Specific training programmes were designed and conducted to
support changes in business divisions. These include —

s Training Programme and a web repository on “Prevention of Respiratory
Tract Infection (Atypical Pneumonia)” to support operational needs and
staff health and safety;



=  Mindset and skills training to support staff for changing job roles arising
from PSI implementation;

= Service enhancement training to re-orientate staff’s mindset to a customer
service culture, and upgrade the necessary customer service skills;

=  Environmental Training and Partnering Workshops to support business

division’s Quality Housing initiatives; and

= Job-related web-based courseware on housing management and
maintenance topics to reinforce service standards provided by HD.

CONCLUSIONS

14. The year 2002/2003 has been fused by both crisis and opportunities,
especially as far as HRM is concerned. The organizational reforms have
provided the avenue for the Committee to deliberate proactively on new HRM
strategies in order to help facilitate successful changes in HA. I would like to
take this opportunity to thank Members of the Committee for their most valuable
contributions during the year and to staff of the Department for their dedication
and hard work. In the new financial year, the role of advising and monitoring
human resources strategies and policies will be taken up by the Finance
Committee (FC) as a result of HA’s new committee set-up. [ am sure the new
membership of FC will continue to give equally if not more, strategic directions
to lead HD in formulating its HR strategies and policies. Thank you.

Hon NG Leung-sing
Chairman, Finance Committee



Report by the Chairman of the
Subsidised Housing Committee for 2002/03
to be tabled at the Annual Special Open Meeting
of the Housing Authority
on 12 June 2003

INTRODUCTION

1.1 Following a reform on the Housing Authority’s committee
structure, the Subsidised Housing Committee (SHC) has taken over the
businesses from the Rental Housing Committee (RHC) and Home Ownership
Committee (HOC) from 1 April 2003. This report summarizes the work of the
two Committees in the past year and way forward for the new Committee.

RENTAL HOUSING COMMITTEE

2.1 In 2002/03, the RHC held five meetings and issued 93 papers.
Three pre-meetings were held with the concern groups. Its Property Services
Company Selection Panel (PSCSP) and the Management Buy-out Selection
Panel (MBOSP) also held four meetings and issued 24 papers.

2.2 In view of the sluggish economic growth and the financial
difficulties faced by many public rental housing (PRH) estate tenants, the RHC
has made a number of major decisions during the past year to alleviate tenants’
burden. We have decided to rebate the rate concessions for domestic premises
to tenants and to enhance the Rent Assistant Scheme (RAS). At the same time,
to ensure the sustainable development of subsidized public rental housings
under the Housing Authority (HA), we have also reviewed our policy to
maximize rational allocation of housing resources. On the management side,
our pursuit for delivery of quality service continues and a number of new
initiatives were introduced to maximize the economic life of our assets on one
hand and to make our rental estates a better home to the tenants on the other
hand.



POLICY CHANGES AND ISSUES DELIBERATED AND APPROVED

()  Alleviation of Tenants’ Burden in Time of Economic Downturn

2.3 Enhancement of Rent Assistance Scheme

2.3.1 The enhancement of the RAS would enable tenants, both elderly
and non-elderly, who are affected by redevelopment to apply for rent assistance
immediately upon rehousing to new or refurbished flats. For elderly
households (with all members aged 60 or above), the eligibility criteria are also
relaxed. The income limit is revised from below 50% to below 60% of the
Waiting List Income Limit and the rent-to-income ratio threshold is revised
from exceeding 25% to 20%. The grace period for beneficiaries of rent
assistance to move to cheaper flats is also extended from 2 to 3 years (except
elderly households and households with disabled members who are exempted
from this requirement).

2.4 Refund of Rent Deposits to Domestic Tenants with Special
Needs
2.4.1 To address the financial difficulties faced by the needy groups

living in PRH and Interim Housing (IH), the RHC endorsed a special relief
measure in the form of refund of rent deposit to PRH tenants and IH licensees.
They include elderly, RAS and Comprehensive Social Security Assistance
(CSSA) recipient households. The relief was also extended to incoming
elderly and RAS households in the form of exemption of deposit payment at
intake.

2.4.2 Up to 31 March 2003, an amount of $12.4 million has been
refunded to 10 137 households, of which 56% are elderly and 41% being CSSA
recipients. Besides, 511 households, including 485 elderly cases, have been

exempted from deposit payment at intake, with a total deposit amount of
$523,228 being waived.



(II) Maximizing Rational Allocation of Housing Resources
2.5 Review of the Waiting List Income and Asset Limits

2.5.1 Having carefully considered the views expressed by various
quarters of the community, the RHC decided to make moderate adjustments to
the income and asset limits for PRH applicants in accordance with the
established mechanism, to ensure that limited housing resources are only
allocated to those in genuine need. The adjustments of the Waiting List (WL)
income and asset limits reflect essentially the downward movements of the two
key variables determining the limits, namely the Consumers Price Index and the
rental levels in the private market, since the last review in February 2002.

2.5.2 While the income and asset limits are reduced by an average of
3.8% and 5.1% respectively, 35.8% of the private sector non-owner occupiers
in Hong Kong would still remain eligible for PRH. This is much higher than
the ten-year average of 32.5% between 1992/93 and 2001/02.

2.6 Rehousing of Clearees of Squatter and Illegal Rooftop
Structure
2.6.1 The rehousing criteria for PRH for persons affected by government

clearance operations or enforcement action against illegal rooftop structures is
relaxed. Under the revised policy, clearees satisfying the following new criteria
and other WL eligibility criteria will be eligible for PRH -

(1)  proof of two-year residence in a Housing Department (HD) 1982
surveyed domestic structure prior to the date of announcement of
squatter area clearances; or

(i1))  proof of two-year residence in a rooftop structure built on or before
1 June 1982 prior to the date of service of Statutory Order by
Buildings Department under Section 24 of the Buildings
Ordinance.



2.6.2 They will be allotted a notional WL application number with
two-year waiting time and will then be eligible for PRH under the Anticipatory
Housing Scheme with the offer of one-grade-up in the choice of district from
the New Territories to Extended Urban Area or from Extended Urban Area to
Urban Area refurbished flats.

(II1) Delivering Quality Management & Maintenance Service

2.7 Review of the Estate Management Advisory Committee
Scheme
2.7.1 Following a review on the operation of the Estate Management

Advisory Committee (EMAC) Scheme, the RHC endorsed the following
modifications to enhance the roles and functions of EMAC —

(1)  to increase the transparency of EMAC by providing summaries of
their activities and the year-end financial position in the year-end
1ssue of estate newsletters;

(i) to enable tenants to directly participate in appraising the
performance of various service contractors by introducing a
scoring system with split scores amongst the estate housing
managers, EMAC members and tenants later this year. Regular
opinion surveys will also be conducted; and

(i11)) to enhance EMAC members’ basic knowledge of their roles and
skills, tailor-made training programmes for all serving members

have been planned in mid 2003.

2.8 Phasing Out of the Scheme on Estate Social Service for the
Elderly
2.8.1 The Scheme, also known as the Estate Liaison Officer (ELO)

Scheme, was first implemented in 1990 for estates with elderly population over
3 000. It aimed at reaching out to the elderly tenants at risk and referring



needy cases to relevant government departments or Non-government
Organizations (NGOs) for assistance.

2.8.2 In view of the enhanced territory-wide networking service
provided by the Support Team for the Elderly (STE) of the Social Welfare
Department (SWD), which was considered more comprehensive in addressing
the needs of the elders, the ELO Scheme was phased out in two batches on
30 September 2002 and 31 March 2003 respectively. Despite the said
arrangement, HD staff still maintains a close link with SWD for the caring of

the elders in public housing estates.

2.9 Installation of Laundry Rack in Harmony Blocks

2.9.1 To strike a balance between tenants’ needs, public safety and
building aesthetics, with effect from 15 August 2002, tenants of Harmony
blocks may choose to install laundry facilities in the form of one or two
stainless steel rod(s) or nylon rope(s) outside the windows of their living room.

2.9.2 A Laundry Rack Working Group was set up to coordinate and
monitor this initiative. Guidelines for the installation and the removal of
non-compliant cases have been issued. Up to the end of March 2003, some
43 000 non-compliant cases were identified. With the effort of our estate
management staff and the cooperation of tenants, about 35 000 cases have been
rectified, the remaining 8 000 cases will be resolved in the coming months.

IMPLEMENTATION OF SIGNIFICANT INITIATIVES IN THE

BUSINESS PLAN

(I)  Rationalizing the Allocation of Housing Resources

2.10 Meeting Housing Demand

2.10.1 The average waiting time for PRH was targeted at three years by
2003. As at the end of March 2003, we have outperformed this target. The



overall average waiting time for WL applicants was 2.3 years and that for
elderly singleton applicants was one year.

2.10.2 More than 31 000 PRH flats have been allocated to WL applicants
in 2002/03.

2.11 Comprehensive Redevelopment Programme

2.11.1 Nine domestic blocks pledged for redevelopment under the

Comprehensive Redevelopment Programme (CRP) in 2002/03 have been
evacuated with a total of 4207 households rehoused. In addition, the
rehousing of 1 750 households in seven domestic blocks under the North Point
Estate Redevelopment Programme was completed in August 2002 with all the
blocks evacuated for demolition.

2.11.2 The redevelopment operation of Blocks One to Seven, Lower
Ngau Tau Kok Phase One involving some 4 200 households has been carried
over from 2002/03 to 2003/04 in order to match with the revised completion
dates of its reception estates — Yau Tong, Lei Yue Mun and Po Tat. The
evacuation day of the redevelopment exercise is now scheduled in June 2003.

2.11.3 Commencing from 1988/89, rehousing of 524 out of 566 blocks
planned for CRP has now been completed.

2.12 Development Clearance

2.12.1 In 2002/03, we have a total of 140 development clearances on our
list involving 470 hectares of land, 12 100 structures, 2 370 households and 6
300 persons. The main projects are Yuen Long South Eastern Extension,
Yuen Long Bypass Floodway and Sheung Shui to Lok Ma Chau Spur Line.

2.13 Territory Wide Overcrowding Relief Exercise

2.13.1 For the year ending 31 March 2003, two Territory Wide
Overcrowding Relief (TWOR) exercises were conducted, offering 5 017 flats



for selection by eligible applicant-households. A total of 1 701 overcrowded
households have successfully transferred to larger accommodation of their
choice. As a result, the number of overcrowded families (excluding those in
CRP estates) has been further reduced from 10 143 as at 31 March 2002 to
7 727 as at 31 March 2003.

(II) Facilitating Cost-effective Management of Public Housing

2.14 Implementation of HomeCARE

2.14.1 With the implementation of the “HomeCARE” Maintenance
Scheme on 1 August 2001, daily patrols by estate management staff were
introduced to identify minor defects for rectification at an early stage, thereby

avoiding further deterioration and expense later.

2.14.2 In 2002, a half-yearly technical inspection mechanism was
introduced so that all PRH estates would be inspected systematically to identify
maintenance requirement. To supplement the technical inspections, condition
inspection to major building elements such as the checking of concrete spalling
were included during the Biennial Declaration Inspection.

2.14.3 To support the roll out of “HomeCARE”, the related computer
system was enhanced with a new expenditure coding system introduced to
capture expenditure data arising from the implementation of the scheme. This
in turn would facilitate analysis of the cost-effectiveness of the “HomeCARE”

scheme 1n the future.

2.15 Enhancement of Quality Control

2.15.1 The new quality manual system on migration ISO 9001-2000
version was implemented on 1 April 2002. The First Stage Assessment by the
Hong Kong Quality Assurance Agency (HKQAA) held in April 2003 indicated

that the system worked satisfactorily and adequately.



2.15.2 Meanwhile, for all contracts tendered in 2002/03, it was also stated
that the percentage of qualified tradesmen (trade-tested workers) on specific
trade for District Term Contracts and Electrical Term Contracts should be 75%
and 35% respectively to enhance the technical competence of workers and
quality control on maintenance contracts.

2.16 To enhance the Pre-sale Maintenance Works in Tenants
Purchase Scheme Estates Managed by Property Services Companies

2.16.1 With effect from the Tenants Purchase Scheme (TPS) Phase Four
and onwards, the pre-sale maintenance works were included into the work
scope of Property Services Companies (PSCs). The PSCs would be
responsible for monitoring the progress of each in-flat maintenance requests by
potential owners within six weeks from the date of request and completion of
routine minor maintenance requests by tenants within three months from the
date of request. The quality and completion time of pre-sale maintenance
works in pervious phase have been kept under good control.

2.17 Enhancement of Energy Saving/Management Measures

2.17.1 A number of measures were taken in 2002/03 to reduce/manage
energy consumptions in PRH facilities, which included the replacement of
traditional ballast by electronic ballast for fluorescent lighting in 13 car parks;
and installation of photocell control for corridor lighting systems in ten estates.

(111) Improving Living Environment

2.18 Landscape Improvement Programme and Tree Planting
Activities
2.18.1 Under the landscape improvement programme, landscape in 18

estates has been upgraded with planting of 510 000 trees and shrubs. Another
107 000 plants were planted in 24 estates in consultation with the concerned
EMACs. During the year, tree-planting event in four estates has been
organized to arouse the awareness among the residents on greening and
environmental protection.



2.19 Promotion of Clean Neighbourhood Campaign and
Implementation of Programmes on Waste Reduction

2.19.1 To sustain the momentum generated from the past efforts, Clean
Neighbourhood Campaign (CNC) was organized for the fifth year to promote
the overall cleanliness in public housing estates through various educational and
promotional activities, including extensive publicity on the Fixed Penalty
(Public Cleanliness Offences) Ordinance upon its implementation in June 2002
and the Operation Tai Ping Tei 2003 held before the Chinese New Year.
Some 178 EMAC activities with theme on estate cleanliness were organized
with about 27 500 participants.

2.19.2 The Department has also endeavoured to promote waste reduction
to residents through a variety of publicity campaigns such as Waste Reduction
Credit Scheme, Green Property Management Award, joint activities with
EMAC:s and green groups. The Waste Reduction Credits Scheme, which was
jointly organized with Housing Society and Food and Environmental Hygiene
Department, has secured participation from all rental estates to compete on
waste reduction rate. As an aggregate effort of these programmes, a waste
reduction by 10% as compared with last financial year was achieved. In
addition, the Department also focused on domestic waste recovery for
aluminium, paper, plastics and used clothes to maximize the utility of resources
and to reduce waste. The respective recovery rate of the above recyclables

was encouraging.

(1V) Enhancing Customer Focus Culture

2.20 Partnership with Customers in Delivering Quality Services
2.20.1 To encourage our business partners to assume a proactive role in
our commitment to deliver high quality services, the first competition for the

Best Property Management Award among our PSCs and Management Buy-out
Companies (MBOs) was held in 2002/03.

2.20.2 Only those PSCs/MBOs with a full year performance record under
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the assessment period were included in order to attain fairness when averaging
their yearly scores. A total of 12 eligible companies managing 28 estates
entered into the competition. The best PSC/MBO is selected based on the
prevailing performance appraisal system that is derived from the combined
assessment of HD staff, EMAC/ Owners’ Corporation/Joint Mutual Aid
Committee and the resident opinion survey conducted by an independent
consultant.

2.20.3 We plan to organize the competition as an annual function to
commend PSCs/MBOs with outstanding performance and further strengthen
their partnership with HD in the course of service delivery to our customers.

2.20.4 In collaboration with the Hong Kong Construction Association and
the Hong Kong Federation of Electrical and Mechanical Contractors, the
Excellent Estate Maintenance Services Award 2002 has been organized.
Through the award campaign, eight building works and building services
contractors, ten site supervisors and 17 workers have been commended for the
delivery of outstanding maintenance services at housing estates.

(V)  Wider Use of Private Sector Resources

2.21 Private Sector Involvement in Estate Management and
Maintenance Services

2.21.1 The Phased Service Transfer (PST) Programme came to its final
year in 2002/03. Based on the Voluntary Departure Scheme-led principle in
determining the pace of transfer, during the year 16 property services contracts
for Estate Management and Maintenance (EMM) involving 97 000 existing
PRH units and 16 000 new PRH units were awarded to three PSCs and ten
MBOs. Since the implementation of the PST programme in early 2000, EMM
services for a total of 322 000 PRH units have been awarded under 40
contracts.

2.21.2 As at 31 March 2003, 26 PSCs have been admitted onto HA's PSC
list. 14 PSCs have been awarded with EMM services contracts involving



11 -

217000 PRH units under 25 contracts. A total of 17 MBOs have been
awarded with HA's different services contracts, including 15 EMM services
contracts covering 105 000 PRH units, one cleansing contract and one shopping

centre management contract.

2.21.3 Though the PST programme expired on 28 February 2003, HA

will continue making wider use of private sector resources in EMM services.

HOME OWNERSHIP COMMITTEE

3.1 In 2002/03, the HOC held three meetings and issued 63 papers.
One special brainstorming meeting with the HA and three panel meetings for

the appointment of conveyancing solicitors were held.

HOME OWNERSHIP BUSINESS IN 2002/2003

3.2 The home ownership business of the Committee has undergone
major changes in 2002/03. Against the background of a serious imbalance
between supply and demand in the property market with much more affordable
properties in the private sector and a dwindling demand for Home Ownership
Scheme (HOS), the HA endorsed Government’s request to withdraw from
direct production and sale of all forms of subsidised sale flats, and reposition its
strategy in the provision of home ownership assistance to focus on the more
flexible and well tested means of loans. Pursuant to this decision, the
Committee launched the new Home Assistance Loan Scheme (HALS) in
January 2003.

33 The new HALS presents itself as a viable alternative to HOS in
meeting the home ownership aspirations among the low-income groups in the
community and has replaced the Home Purchase Loan Scheme (HPLS) and the
Housing Society’s Home Starter Loan Scheme. To take forward our role as a
facilitator of home ownership, we have revamped the loan scheme to make it
more simple and easy to understand, and streamlined the loan procedures. We
have also enhanced its features, which include, inter alia, the raising of the
amount of loan/subsidy for White Form applicants to be on par with that for
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Green Form applicants. Positive and equitable measures, such as the revised
calculation methods that allow for upward adjustments in the income limit and
loan/subsidy amounts, are introduced. Using this method, the income limit
under the new scheme is relatively increased to reflect the repayment of loans.
The quota under the new scheme is 10 000 initially.

34 The scheme was launched on 2 January 2003 and received very
good response from the public. Up to 31 March 2003, a total of 3 817
applications were received. The monthly average represents a 41% increase
over the monthly figure of HPLS in 2002. This encouraging response shows
that we are making good progress in the repositioning and in performing our
new role as a facilitator rather than a provider of homes.

3.5 The HPLS was closed on 31 December 2002. Since its inception
in 1988, the HPLS has successfully assisted 53 594 families in acquiring their
homes either through the interest-free loan or the monthly mortgage subsidy.

The number of valid Letters of Approval-in-Principle yet to be exercised at the
closing date of the HPLS is 2 955.

3.6 As a positive measure to deal with the unsold and returned HOS
flats with lease conditions restricted to sale under HOS, these flats will be sold
to the Green Form applicants in small batches starting from the latter half of
2003/04. Actions are in train to devise the implementation details.

THE WAY FORWARD

4.1 On the rental business side, our major deliberations in the coming
year would focus on improving existing policies to achieve more rational
allocation of public housing resources. An ad hoc committee has been formed
to undertake a comprehensive review of our rental policy. The work of the
committee, however, has been suspended pending the outcome of the judicial
review in connection with the HA’s decision to defer rent review.
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4.2 To cut down our operation cost, we would need to improve the
turnover of public rental housing flats. We are working out measures to
enhance the attractiveness of the vacant flat refurbishment allowance (VFRA)
to encourage early intake by prospective tenants, and to boost up the acceptance

rate of unpopular casual vacancies.

4.3 The recent outbreak of the atypical pneumonia had raised public
awareness on the importance of environmental hygiene. We would
consolidate support from tenants in keeping our estates clean and healthy.
Continued improvements on the estate management and maintenance practices
will also be worked out in this respect.

4.4 On the home ownership side, in 2003/04, HALS will remain as the
central theme of home ownership operations. We would also consider how
best the residual HOS flats are to be disposed of in a market-friendly manner.

4.5 The financial situation of our operation will obviously pose a new
challenge for the coming year, following the cessation of HOS sales programme,
and a significant drop in our income/surplus. Apart from the disposal
arrangement for loans of the HPLS, funding arrangement to support the
implementation of the HALS will have to be further explored. In addition, the
existing scheme will be revisited with a view to sustaining the financial position
of the home ownership assistance operations.

CONCLUSION

5.1 As the Chairman of the SHC, I would like to express my sincere
gratitude to Members of the RHC and HOC for the time they had devoted to
committee affairs and the wise counsel they had offered during discussions in
the past years. A lot of important decisions had been made which helped
many people to improve their living environment and fulfill their housing
aspirations. To them, home is no longer a place just for shelter, but a place to
enjoy family and community life. 1 feel very honoured to have the chance to

serve our community in such a meaningful way.
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5.2 I would also like to thank the staff of HD for their hard work and
unfailing support which has been instrumental in implementing decisions of the
committees. I am looking forward to the continued support from all of you in
the SHC.

NG Shui-lai
Chairman, Subsidised Housing Committee



