( Chairman’s Statement

Mr David C Lee
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The year from April 2003 to March 2004
was a period like no other in the 56-year
history of the Hong Kong Housing
Society. To the extent that it was a year
of unprecedented challenge, it was also a
year in which the Housing Society
demonstrated its strength in pioneering,
its commitment to quality, and its care
for society.
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I took over the Chairmanship in late
September 2003, half way through the year in
review, inheriting from my predecessor

Mr Chung Shui-ming an organisation with a
well-developed corporate governance, a
caring corporate culture, a capable
management team and a state of sound
finance. With such a strong and healthy
organisation, settling into my job as the
chairman was quite smooth. To bring the
Housing Society forward from such a height
would require great ingenuity and hard work.
I was fortunate enough to have the
unreserved support from all the members of
the Supervisory Board and the Executive
Committee of the Housing Society; the
management team and all our business

partners.

Unprecedented Challenges

The outbreak of SARS in March 2003 brought
Hong Kong’s property market, and indeed the
economy as a whole, to probably the lowest
ebb in the past decades. The adverse
economic climate seriously affected the sale
in April 2003 of Serenity Place, the last of the
private properties converted from the
Sandwich Class Housing Scheme. Moreover,
rent relief had to be granted to the
commercial tenants in our rental estates
affected by the epidemic, and additional costs
were incurred in SARS prevention.
Meanwhile, the construction of our second

Senior Citizen Residences development —

Cheerful Court right next to the SARS-
affected Amoy Gardens — was also suspended

for a short period.

Apart from these, measures taken by the
Government to stabilise the property market,
among which was the moratorium on the sale
of subsidised flats, affected our plan to sell
the remaining Sandwich Class Housing and

Flat-For-Sale Scheme units.

On the property management front,
subsequent to the Housing Authority’s review
on their outsourcing strategy and the
restructuring of the List of Property Service
Agents, the Housing Society had been unable
to secure service contracts for rental estates.
This also affected one of the areas in our

business plan.

Meeting the Challenges

It was in such an unfavourable environment
that I attempted to take the Housing Society
forward. In the face of these challenges, the
Housing Society was quick to take measures
to contain the adverse impact. Alternative
disposal options for properties were
developed and vigorously pursued. Even
tighter controls on property management
costs were adopted, and our human resources
needs were critically reviewed in the context
of the changing operating environment, and
redeployment was implemented where

necessary.
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Chairman’s Statement (Continued)

Re-defining Our Roles

The Hong Kong Housing Society is an
organisation that grows out of the past, learns
from experience, and constantly renews and
upgrades itself to adapt to the changing
environment. Throughout the years, we have
been playing the role of a “third sector
organisation” between the Government and
the private sector. This means we establish
our identity through pioneering into new
areas between the government and the
market, thereby contributing to the well-being

of the community.

Since I came on board as Chairman, I have
had numerous discussions with the
Supervisory Board, the Executive Committee,
Members, and the management team, with an
aim to mapping out a direction that is most
conducive to the fulfilment of our mission.
We have decided that in line with the
Government’s housing policy and market
conditions, our property development
business will be scaled down. On the other
hand, we will sharpen our focus on three key
areas of work — property management, elderly

housing, and urban renewal.
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The rationale behind our new role is obvious.
Of Hong Kong’s 40,000-plus buildings in
existence, one-third of them are over 30 years
old. Some of them are not only eyesores, but
also threats to public safety. To help improve
the situation, our expertise in building
management and maintenance stands us in

good stead.

We are actively rehabilitating some of our old
estates, including Moon Lok Dai Ha in

Tsuen Wan, currently under rehabilitation;
and Ming Wah Dai Ha in Shau Kei Wan, now
under planning. As decanting of residents is
not required, rehabilitation helps improve the
living environment without having to uproot
the social network of the tenants, especially
the elderly tenants. The rehabilitation works
currently underway include the installation
of additional lifts, upgrading of security and
fire safety systems, improvement of external
walls and lobbies, and the replacement of

pipes and ducts.
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While rehabilitation works in some cases,
urban renewal also involves redevelopment
of old properties in others. Following the
signing of the Memorandum of
Understanding with the Urban Renewal
Authority in December 2002, the Hong Kong
Housing Society will, over the next four
years, implement seven urban renewal
projects in Sham Shui Po and Shau Kei Wan.
We will acquire the targeted properties,
re-house the affected tenants, and
subsequently construct and dispose of the
new buildings, assuming full financial
responsibilities for the urban renewal
projects. I am pleased to report that work on
the first two of these projects had started
during the year in review — the first one in
Sham Shui Po in July 2003, and the second
one in Shau Kei Wan in November 2003.
Another four of these — all in Sham Shui Po —
were launched in April 2004.

In the area of elderly housing, it was observed
that much effort had already been made by
the Hong Kong Housing Authority and the
Housing Society to take care of the lower
income groups by way of public housing. The
Housing Society therefore seeks also to
address the needs of the middle-income
group. We launched the first project in our
Senior Citizen Residences Scheme — Jolly
Place in Tseung Kwan O — in August 2003,
with excellent response. This innovative
housing scheme provides comprehensive
services for the elderly to achieve “ageing in
place”. The second of such projects —
Cheerful Court in Jordan Valley — obtained its
Occupation Permit in May 2004, and will be

launched this year.
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Chairman’s Statement (Continued)

Pioneering Spirit

To further substantiate our role as a pioneer
in the building industry, we played an active
part in the setting up of the Construction
Industry Institute — Hong Kong in order to
generate cutting-edge research in the field of
construction. We also sponsored collaborative
studies aimed to develop a set of guidelines
for standard maintenance practices well
attuned to local conditions. We believe that
through the joint efforts between the
construction industry and the academia,
Hong Kong’s housing environment will

improve in quantum leaps.

During the year, we also made substantial
preparation for the inauguration of our first
Property Management Advisory Centre, in
Sham Shui Po. This Centre will provide
owners of old buildings with free
consultation services on building
management and maintenance. This is in line
with the Government’s promotion in this area
and sets another milestone in the Housing

Society’s contribution to the community.
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Building a Community of Good Living
The Housing Society believes that our
contribution to the community does not end
with building properties. We also provide
customer-friendly and caring services in our

various housing developments.

During the year in review, we took another
step forward in launching the Housing
Society Community — a social establishment
that links all the residents in all our estates
and managed properties in various parts of
the territory through a wide range of social
and recreational activities. Participation in
this Community has been very encouraging so
far, with a membership of more than 28,000

residents.

Our commitment to building a community of
good living is underscored by the many
awards we won in property management and
environmental protection as well as other
forms of social contributions. We obtained
1SO14001 certification in property
management and 5-S accreditation in various
areas. Besides, our estates actively joined the
Wastewi$e Scheme organised by the
Environmental Protection Department and
received from the Water Authority the
Certificate of the Fresh Water Plumbing

Quality Maintenance Recognition Scheme.
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Business Performance

All in all, our achievements were above
target. An overall surplus of $526.6 million
was recorded for the year ended 31 March
2004, including a net credit adjustment of

$86.1 million in asset value.

While property development booked a deficit,
property management operations and Private
Sector Involvement operations returned a
surplus. Our investments also made a
considerable income of $272.3 million,
thanks to the improvements in the investment

environment in the latter part of the year.

I would like to take this opportunity to thank
members of the Supervisory Board and the
Executive Committee for their sound advice

and unfailing support, and all staff members

for their dedication and hard work. On a
wider front, I would like to thank our
business partners and associates for their
contributions, and all the residents of our
housing developments for their continued
support and active participation in our

activities.

Looking Ahead

We believe the cloud of uncertainty that had
characterised the year of 2003 is already
behind us. With the introduction of the
Closer Economic Partnership Arrangement
and the Individual Visit Scheme between the
Mainland and Hong Kong, the economy has
emerged from the doldrums and this will
remove the uncertainties which affect all

aspects of our work.
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Chairman’s Statement (Continued)

While redevelopment has been the major
theme of urban planning in recent years, we
have taken a more critical look at the issue
and come to the conclusion that from the
perspectives of the environment, cultural
conservation and social sentiments, pulling
down old buildings and constructing new
ones may not be in all cases in the best
interest of society on the whole. Instead, we
should, where possible, look to putting
proper management and maintenance in
place. This will be less disruptive to the
residents and more beneficial to the
community. In this connection, I am sure the
Housing Society has much to contribute,
given our special strengths and abundance of

experience.

In support of this change in focus, we will
continue to set up Property Management
Advisory Centres in other areas where
necessary to assist and facilitate the residents
concerned as well as the public at large on
related issues and to provide them with

useful and timely information.
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While our strategies may change with our
changing operating environment, one thing
does not — our people. They have always been
resourceful, industrious, and above all,
dedicated to the provision of quality service.
Together with our clear business objectives
and a sound governance structure, I am sure
the Hong Kong Housing Society will continue
to help improve housing and related services

for society at large in the many years ahead.

David C Lee

Chairman
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