Questions raised by Prof Hon Patrick Lau at the

Chief Executive’s Question and Answer Session of the Legislative Council
on 14 October 2010
(translation)

PROF PATRICK LAU (in Cantonese): President, I would like to follow up the housing problem because the Chief Executive stated in the Policy Address that housing is currently the greatest concern of the people.  Actually, my question is rather simple. It relates to the My Home Purchase (MHP) Plan proposed by the Chief Executive in the Policy Address to help people purchase their homes.  In paragraph 26 of the Policy Address, it is stated that the Government will provide land for the Hong Kong Housing Society (HKHS) to build “no-frills” small and medium flats.  May I ask the Chief Executive at what price will the land be sold to the HKHS?  Will it be a concessionary price, market price, or premium-free price?
CHIEF EXECUTIVE (in Cantonese): Yours is a technical question.  I believe the Secretary has a clearer picture.  As far as I know, premium payments will have to be made at two levels.  This is a technical issue.  I do not have too much information; my knowledge is limited.  I only have part of the picture, not the whole one.  But as far as I know, premium payments need not be made immediately.  After the granting of land, premium is payable to the Government only for each individual flat sold.  We believe the HKHS is not a profit-making organ, not to mention that its goal is to provide public service rather than making money. I believe this is the best arrangement.

You may ask the Secretary about the details.  According to my knowledge, not all of the premium payments will be made in one go.  Furthermore, there is some difference between the flats, for some people might choose to buy their flats after renting them for five years.  In other words, the rent subsidy period for these people will be long; whereas the rent subsidy period will be shorter for people who opt to buy their flats after renting them for four years.  Hence, there might be some discrepancies in the calculation of premiums.  But, in any case, this is my own concept.  I hope the Secretary will also know that I do not want the HKHS to incur losses.  I hope that it can continue to implement the Plan.  Moreover, the Plan should be sustainable.  On this front, I do not wish to see the HKHS make a windfall out of this.  Making money is not its goal, either.  However, premium payments must be made in a fully flexible manner.
PROF PATRICK LAU (in Cantonese): President, insofar as property prices are concerned, the crux is the construction costs plus land premiums.  The case is very simple.  Suppose the initial prices are market prices, you can look at the sizes of the Queen’s Cube flats currently offered by the Urban Renewal Authority in Wan Chai.  The authorities concerned are prepared to build flats of similar sizes.  Given that the flats are being offered at $15,000 per square foot, how can the people… they cannot afford the flats regardless of what measures you will adopt.  Hence, I think that it is indeed necessary to study the question of land premium under this MHP Plan.  At what rate of premium should the land be provided to the HKHS?  Should the prices be set at concessionary rates or what?  I believe members of the public cannot possibly afford the flats if market premiums are levied
CHIEF EXECUTIVE (in Cantonese): The premiums are absolutely concessionary premiums.  What I wished to point out just now was that if the selling prices were reversed in calculating the premiums, the premiums thus calculated would certainly be very cheap.  Furthermore, the HKHS will certainly not build flats similar to Queen’s Cube flats.  The vibrant place is preferred by the rich.  I have seen similar places in New York, and even Geneva.  Some small flats in the old town are very expensive.  Though far from being decent, those flats can charge exorbitant rents.  However, those people love the locale for its vibrancy.  However, what I am talking about is that we are going to build “no-frills” flats.  I believe the flats will not be offered at prices similar to those of Queen’s Cube flats, or else we do not need the HKHS to build them, as many property developers in the private sector can build them. Right?
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