Chairman’s Statement £EH%E

rom quality housing to quality living. | believe

this simple phrase aptly sums up many of the

Housing Society’s accomplishments of serving
the people of Hong Kong over the last six decades
through the provision of innovative housing, related
services and community-focused projects. The
Housing Society has come a long way during the last
sixty years, and in many ways our journey mirrors the
development of Hong Kong. A journey of growth,
reinvention and maturity matched with sophistication
and growing expectations.
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Completing sixty years of community-focused service also represents the cultural
significance of a new and vibrant lifecycle, which in this case means the Housing
Society is well placed and willing to continue playing a pivotal role in addressing
the housing and various wider community needs of Hong Kong.

Sharing our Experience and Expertise

As someone that usually prefers not to dwell too much on the past, | believe it is
worth making an exception and mentioning of a few of the accomplishments and
experiences that have helped to shape the not-for-profit Housing Society into the
organisation it has become today. Over the years, the Housing Society has
developed various housing schemes that have catered to the changing needs of
the community both in the way quality homes are provided and the services
necessary to maintain a quality living environment.

For example, we built the first low-rental housing estate in Hong Kong in 1952
called Sheung Li Uk in Sham Shui Po. This pioneering project for the needy is now
no longer in existence as 40 years later in 1992, we redeveloped it into Cronin
Garden. In the beginning, our objective was simply to provide decent shelter for
the low-income group who found themselves homeless after the Pacific war, and
later house many of the migrants that arrived in Hong Kong from the Mainland.

Indeed, over the years the Housing Society has been acting like a “Housing
Laboratory”, in the sense that we tried out innovative housing schemes on a pilot
basis. We were appointed by the Government in 1998 to implement the Home
Starter Loan Scheme. And within the five years of the scheme period, we helped
over 33,000 families and individuals buy their first-time property with low-interest
loans amounting to HK$14.8 billion. In response to a Government invitation, in
1993 the Housing Society also introduced the Sandwich Class Housing Scheme
(SCHS) that saw nearly 9,000 purpose-built units constructed for purchase by
middle-income earners who were ineligible for other schemes.
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Today, acting as a highly active social enterprise, the Housing Society operates a
three-pronged business that places emphases not only on quality housing, but
also quality living. Apart from the major undertaking that requires looking after
more than 100,000 tenants in 20 housing estates under the banner of low-cost
rental housing, as a not-for-profit organisation with a social mission, the Housing
Society is also a pioneer in providing purpose-built affordable housing for the
elderly. Our community focus also includes supporting private owners in the
maintenance and management of their properties through our Building
Management and Maintenance Scheme (BMMS). Also benefiting the wider
community, the Housing Society has been active in carrying out urban
redevelopment and city revitalisation projects. These urban renewal initiatives
serve the purpose of upgrading the neighbourhood of the older areas and enhance
the living environment for the local residents.

As an extension of the BMMS programme, the Housing Society has signed a
Memorandum of Understanding with the Development Bureau to act as the
executive arm to administer a HK$1 billion Building Maintenance Grant Scheme
for Elderly Owners. The scheme will allow eligible elderly self-occupied property
owners to make sure their apartments are safe and provide a comfortable quality
living environment.

As most of our rental estates are over 20 years old, the Housing Society has to put
in resources constantly to carry out rehabilitation and improvement works to
enhance the living quality of our residents. We must not forget that a large number
of our tenants have been with us for as long as 40 years and have come to a stage
in life where they need facilities such as elevators. We consider it of utmost
importance that we carry out rehabilitation and improvement works that meet the
needs and aspirations of our ageing tenant population and the expectations of the
wider community.
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As housing plays a vital role in the quality of living, the Housing Society has

provided purpose-built accommodation for senior citizens, and implemented
priority schemes in the rental estates to encourage families to live with their elderly
parents. However, these may not be enough to satisfy the rising aspirations of
Hong Kong people. The housing needs of Hong Kong are changing in scope and
housing for the elderly forms an important part of that change. As demonstrated
by the Senior Citizen Residences (SEN) Scheme of the Housing Society, housing
for the elderly is no longer the simple provision of shelter, but also an integration of
heath care and community support services to enable ageing in place. The waiting
list now in place for our first two purpose-bulilt, lease-for-life housing schemes is a
good indication of the demand for such housing projects.

Following the successful launch of SEN, the Housing Society has embarked on the
planning of more innovative housing models for the elderly. We are currently working
closely with the Government, seeking further land suitable for this purpose. This
concept has been given a further welcome boost by the Chief Executive, the
Honourble Donald Tsang when he announced in his October policy address last year
that it was necessary to continue the comprehensive home care approach by
expanding the scheme. The Housing Society will propose new plans and locations for
the elderly housing scheme on Hong Kong Island. We have in fact submitted to the
Government a proposal to develop an “Elderly Hub” at our Tanner Hill site. Aimed at
middle-class elderly, this will ensure that elderly people on Hong Kong Island will have
access to quality purpose-built housing in addition to the pilot projects in Kowloon.

Besides, to help boost the economic development in Tin Shui Wai, we have submitted
another proposal to the Government on an innovative “Integrated Retirement
Community” in the area. Aiming to enhance family harmony and caring culture, the
project is also expected to create job opportunities and stimulate local economy.

The Chief Executive gave us the great honour of attending our 60™ Anniversary
Cocktail Reception and in his speech he said: “As a non-profit organisation, the
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Housing Society has been serving those in need with housing and related services
with its own resources and accrued experience. Over the years, the Housing
Society has worked closely with the Government and in line with the Government’s
policy in implementing a number of initiatives for the well-being of the people.”

With this endorsement and through relying on our experience and close co-
operation with the Government and various NGOs, it is our hope to continue
creating awareness of the need for innovation and to encourage the development
of elderly housing. Even more, the Housing Society is ready and equipped to take
up the challenge of bringing these ideas to fruition.

To ensure we deliver the highest standard of facilities and services, we regularly
benchmark our activities against international best practices. For instance, the
Property Management Division has achieved ISO 9001:2000 accreditation for all the
estates across the board to provide a cleaner, safer and ultimately more comfortable
living environment for our tenants. We also exchange ideas and experiences with
overseas Government bodies and various organisations that also provide quality
housing for the elderly. To improve and enhance the depth and strengths of the
Housing Society, we ensure our staff have access to appropriate training programmes
and career development opportunities. For example, a senior management member
has attended a leadership programme at the prestigious Harvard Business School.
Some are enrolled in our two-tier Accelerating Development Scheme which provided
joint Executive Management Programmes delivered by leading universities.

Managing our Resources

We are delighted after a period of five years to be able to resume selling the
remaining units of the Sandwich Class Housing Scheme (SCHS). Of the total 1,083
remaining SCHS units in stock, the units in Highland Park in Kwai Chung, The
Cascades in Ho Man Tin and Marina Habitat in Ap Lei Chau were over-subscribed
by several times by eligible subscribers. The prices were set with reference to the
recent secondary market of the SCHS estates concerned and private properties in
the same districts at a discount of around 20 per cent. The revenues raised by the
sale of these units have provided a welcome boost to the liquid assets of the
Housing Society that can be used to fund other social projects.

While the Housing Society manages its financial resources prudently, as a result of
inflation, the cost of building management and maintenance have added a
significant financial burden to our operations. Also, the decision to defer any rental
increase as we have done for the last 11 consecutive years and provide one-
month waiver of rent, coupled with a commitment to carry out various capital
improvement works over the next five years, creates an additional financial burden.
Although we anticipate a deficit in the management of our estates in the coming
year, the Executive Committee still decided to continue to freeze the rents for
another year to avoid adding financial burden to our residents.
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Therefore, though the financial statements of the Housing Society show net assets
amounting to HK$27 billion, in reality HK$17.6 billion has already been earmarked for
various projects and long term initiatives. Also, restricted covenants in the land grants
prevent us from turning the majority of our fixed assets into liquid assets. The HK$17.6
billion includes HK$3.1 billion to complete committed urban redevelopment and city
revitalisation projects, HK$3.7 billion for projects related to housing for the elderly,
HK$2.8 billion for major works and the rehabilitation of existing Housing Society
estates and HK$4 billion for our BMMS and MBIS (Mandatory Building Inspection
Scheme) initiatives. We have to also set aside another HK$4 billion for the future
redevelopment of our rental estates. In view of the ageing demographics of the Hong
Kong society, we will consider undertaking more elderly housing projects besides the
ones identified. At the same time, like any other responsible organisation, we must
keep a close watch on our remaining liquid assets to ensure a sustainable future.

The enormous amount of hard work needed to maintain the standards we have set
for the Housing Society and to manage the complexity of projects we undertake
requires a wide range of skills and commitment. | am proud to say that everyone in
our organisation, from senior managers to our highly-committed frontline staff, plays
an integral role in our social-enterprise people-oriented activities. | wish to thank our
Members, Supervisory Board, Executive Committee and other standing committees
for their hard work and commitment, and look forward to continuing working with
them as we continue to forge ahead. As Hong Kong society continues to evolve, the
Housing Society will also continue to develop in a community-focused sustainable
manner by making further housing and social contributions to the community.

g

Mr Yeung Ka-sing SB8S, MBE, JP
Chairman
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