Consultation on Review of Domestic Rent Policy

Summary of Initial Findings
	
	The following are the initial findings of the Ad Hoc Committee on Review of Domestic Rent Policy.  The Ad Hoc Committee will take account of views of the public before drawing up its recommendations to the Housing Authority.


	Alternative Options for Measuring Affordability


	· Whether alternative methods should be used to measure tenants’ affordability.  Possible options include -

(a) different MRIRs for different groups of households according to income, types of estates or household size;

(b) setting rents based on a fixed Rent-to-Income Ratio such that all tenants pay a fixed percentage of income as rents; and

(c) “residual income approach” which deducts necessary non-housing expenditure from tenants’ household income and charges the residual portion of income as rents.
· The alternative methods would require individual assessment of the income of all public rental housing (PRH) households and incur enormous administrative costs.


	Improvements to the Assessment of the Median Rent-to-Income Ratio (MRIR)

	· Should MRIR continue to be used, whether the calculation of MRIR could be rationalized by –
(a) 
collecting more reliable income data on a mandatory basis;

(b) 
excluding households receiving CSSA and paying additional rents from the MRIR calculation; and

(c) 
compiling MRIR based on net rents, i.e. excluding rates and management expenses?


	Proposed Rent Adjustment Reference Index


	· Whether a system of index-linked rent adjustment mechanism should be introduced basing on –
(a)
Consumer Price Index (A) (CPI(A)); or
(b)
CPI (A) excluding housing expenditure; or
(c)
Median Monthly Household Income; or

(d)
Average Monthly Income Index?
· Whether the proposed index should be the sole factor in considering rent adjustment and whether statutory effect should be given to the proposed index?
· A similar mechanism could also be applied to guide the adjustments of the best rents for newly completed estates



	Differential Rents

	· Whether a system of differential rents should be introduced –
(a)
Moderate Model – only takes account of internal factor (e.g. floor level, proximity to unwelcome facilities) for rent 


adjustment. Rent differential around 15% between units of similar size within the same block; or

(b)
Comprehensive Model – takes account of both internal and external (e.g. views and orientation) factors. Rent 



differential around 30%.
· The proposed differential rents should first be applied to new estates only.
· Should a system of differential rents be introduced, whether flats of higher rental value should be allocated to CSSA recipients, taking account of the possible impact on the overall MRIR and amount of public subsidies?


	Exclusive Rents


	· Whether the collection of rates and management fees should be separated from rents?
· Alternatively, we could continue with the present system of all-inclusive rents but separately list out rates and management fees on an annual statement to PRH tenants to enhance transparency.


	Fixed Term Tenancy


	· Whether a system of fixed term tenancy should be introduced to replace the current monthly tenancy?
· On the question of tenants’ perpetual stay in PRH, it should be best addressed through a proper review of the relevant policies, notably the Housing Subsidy Policy and the Policy on Safeguarding Rational Allocation of Public Housing Resources, rather than the introduction of fixed-term tenancy. 


	Rent Fixing and Review Cycles


	· To maintain the current arrangements of having two rent fixing exercises each year for newly completed estates;

· To introduce a biennial rent review cycle to allow more timely and moderate rent adjustment; and

· 
To review rents of all estates in one go instead of staggering the review of different estates in batches.


	Flat Size, Rents and Tenants’ Affordability


	· The established allocation standards should be followed as far as possible.
· The flat mix of new PRH projects should match as far as possible the household size of future tenants, and should be reviewed and adjusted as necessary.

	Rent Assistance Scheme (RAS)
	· The Ad Hoc Committee has reviewed the RAS and recommended –
(a) relaxing the eligibility criteria for the elderly (from exceeding a rent-to-income ratio of 25% to 20%); 
(b) allowing tenants affected by the Comprehensive Redevelopment Programme to apply for rent assistance immediately upon re-housing to newly built units; and 
(c) extending the grace period after which RAS recipients are required to move to more affordable flats from two to three years.
· The improvement measures have taken effect since October 2002.

· Subsidized Housing Committee endorsed further improvement measures to the RAS in December 2005 -
(a) relaxing the eligibility criteria for non-elderly households in line with those applicable to elderly households (a 25% reduction of rent would be granted for those non-elderly households who become eligible for rent assistance under the relaxed criteria)

(b) the three years’ residence requirement for households living in older RRH block types would be lifted (i.e. non-Harmony, 
non-Home Ownership Scheme/Private Sector Participation Scheme/Buy-or-Rent transferred blocks and those completed before 
1992).
· These further improvement measures took effect on 1 March 2006.



