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Annex?2
YTMDC PaperNo. 82/201¢
Written Respons

Housing Department’s Response to Request for
Re-visiting Rent Increase of Public Rental Housing

Qutcome of the Rent Review

The current public rental housing (PRH) rent adjustment mechanism
is stipulated in the Housing Ordinance (Cap. 283). Section 16A of the
Housing Ordinanie provides that the Hong Kong Housing Authority (HA) shall
conduct a rent review every two years and vary the PRH rent according to the
change in the income index between the first and second periods covered by the
review. If the income index for the second period is higher than that for the
first period by more than 0.1%, HA shall increase the relevant rent by the rate of
the increase of the income index or 10%, whichever is less; and if the income
index for the second period is lower than that for the first period by more than
0.1%, HA shall reduce the relevant rent by the rate of reduction of the income
index. Section 16A of the Housing Ordinance also stipulates that if HA is
satisfied with the change in income index, it shall adjust PRH rent as soon as
practicable in accordance with the provisions under the Ordinance. HA cannot
alter the level of rent adjustment.

2. For the 2016 PRH Rent Review, the income index for the second
period (i.e. 2015) is higher than that for the first period (i.e. 2013) by 16.11%.
Hence, in accordance with the PRH rent adjustment mechanism as stipulated in
the Housing Ordinance, the rent adjustment is +10%. At its meeting on & July,
HA’s Subsidised Housing Committee (SHC) considered the outcome of the
2016 PRH rent review and approved a 10% increase in PRH rent in accordance
with section 16A of the Housing Ordinance. The rent adjustment will take
effect on 1 September 2016.

3. The current rent adjustment mechanism was developed after lengthy
deliberation and extensive consultation, with thorough consideration on various
adjustment methods and their pros and cons. Under the mechanism, PRH
tenants’ affordability is the objective basis for adjusting PRH rent, which is
adjusted in accordance with extent of changes in PRH tenants’ overall
household income. The current rent adjustment mechanism has offered
sufficient protection to PRH tenants by ensuring that PRH rent is maintained at
an affordable level.
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4, Cumulatively, the income of PRH households has increased by 68.5%
from 2007 (the first period of the first rent review conducted under the current
mechanism) to 2015 (the second period of the current 2016 rent review).
However, by adopting a 10% rent increase pursuant to the outcome of the
current rent review, PRH rent will have only increased cumulatively by 39.3%
over all four rent reviews conducted under the current rent adjustment
mechanism. In other words, income increase far exceeded rent increase.
Experience shows that with the 10% cap in rent increase under the existing rent
adjustment mechanism, the rent affordability of PRH tenants will only improve
in the long term. It will not worsen.

5 At the same time, as a crude comparison, the ratio of the average PRH
rent to the average PRH household income in 2007 was 9.97%, and has
gradually decreased to 9.10% after the rent increase in accordance with the 2016
review. Although these figures are not the actual rent-to-income ratios, they
do provide an indicative reference to the affordability of PRH tenants. Overall,
PRH tenants have been using a decreasing proportion of their income to pay
rent.

Assistance to Tenants

6. HA operates the Rent Assistance Scheme (RAS) to assist PRH tenants
with temporary financial difficulties pay their rent. Under RAS, eligible
applicants will be granted either 25% or 50% rent reduction. To further
facilitate tenants in need, SHC endorsed the following enhancement measures to
RAS at its meeting on 8 July 2016. The new measures will take effect on
1 September 2016 -

(a) relaxation of the frequency of review of RAS eligibility from once
every year to once every two years; and

(b) relaxation of the current requirement for non-elderly RAS recipients
living in new block types' who have received rent assistance for three

! Newer block types refer to Harmony blocks and rental flats converted from the Home Ownership

Scheme/Private Sector Participation Scheme/Buy-or-Rent Option and block completed in or after 1992.
Tenants will only be required to move to cheaper accommodation if suitable flats (i.e. those in the same
District Council with monthly rent at least 20% less than the monthly full rent of units presently occupied by
the RAS recipients) are available,



consecutive years to move to cheaper accommodation to four
consecutive years, if they continue to require rent assistance.

7. HA will publicise RAS and its enhancement measures in the rent
adjustment notification letters to be issued to tenants in July 2016 and through
other channels.

8. PRH households will also benefit from the Government’s initiatives.
The Financial Secretary has announced a number of relief measures to ease the
burden of citizens in his 2016-17 Budget, including waiving rates for all four
quarters of 2016-17, subject to a ceiling of $1,000 per quarter for each rateable
property. HA will pass on all the rates concession to PRH tenants. PRH
tenants can also apply for various government schemes which assist low-income
families, and tenants with recurrent financial difficulties can apply for the
Comprehensive Social Security Assistance Scheme.
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