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Action
I M eeting with the Administration

Consideration of draft Committee Stage amendments proposed by

members

(LC Paper No. CB(1)1768/06-07(01) - Letter dated 28 May 2007 (Chinese
version only) from Hon CHAN
Kam-lam with proposed Committee
Stage amendments
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L C Paper No. CB(1)1768/06-07(02) - Letter dated 29 May 2007 (Chinese
verson only) from Hon LEUNG
Yiu-chung with proposed Committee
Stage amendments

L C Paper No. CB(1)1768/06-07(04) - Draft Committee Stage amendments
proposed by Hon Hon WONG
Kwok-hing

L C Paper No. CB(1)1768/06-07(05) - List of follow-up actions arising from
the discusson on 25 May 2007
prepared by the Legidative Council
Secretariat

LC Paper No CB(1)1784/06-07(01) - The Administration's responses to
members proposed Committee Stage
amendments

LC Paper No. CB(1)1794/06-07(01) - Letter dated 29 May 2007 from Hon

(tabled at the meeting and issued on Frederick FUNG Kin-kee with

30 May 2007) revised proposed Committee Stage
amendments (Chinese version only)

L C Paper No. CB(1)1794/06-07(02) Draft Committee Stage amendments
(tabled at the meeting and issued on proposed by Hon LEE Wing-tat)
30 May 2007)

The Bills Committee deliberated (Index of proceedings attached at
Appendix).

Follow-up action to be taken by the Administration

2. The Administration was requested to provide written responses to draft
Committee Stage amendments (CSAs) proposed by Hon CHAN Kam-lam, Hon
LEUNG Yiu-chung, Hon Frederick FUNG Kin-kee, Hon WONG Kwok-hing and Hon
LEE Wing-tat as discussed at the meeting after consultation with the Housing
Authority (HA).

Date of next meeting

3. Members agreed to meet with the Administration on Thursday, 31 May 2007
at 2:30 pm to consider the Administration's response to members' proposed CSAs after
it had consulted HA.
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[ Any other business

4. There being no other business, the meeting ended at 10:45 am.

Council Business Division 1
Legidative Council Secretariat
27 July 2007




Proceedings of eleventh meeting of

Bills Committee on

Housing (Amendment) Bill 2007
on Wednesday, 30 May 2007, at 9:30 am
in Conference Room A of the L egidative Council Building

Appendix

Time Speaker Subject(s) Action
Marker required
000105 — | Chairman Opening remarks by the Chairman
000243
000244 — | Chairman (@ Mr CHAN Kam-lam's briefing on his proposed
000920 Mr CHAN Kam-lam Committee Stage amendments (CSAs) (LC Paper

Ms CHAN Yuen-han No CB(1)1768/06-07(01)) asfollows:

Administration (i) As it was likely that income increase of
low-income public rental housing (PRH)
tenants would be lower than the increase in
the proposed income index, the proposed rent
increase cap could provide a safeguard for
these tenants to ensure PRH rents were
affordable;

(i) The proposed rent increase cap of 10% was
compatible with the proposed rent adjustment
mechanism and should be understood easily
by the public;

(iii) 1t was unnecessary to provide a rent decrease
cap; and

(iv) A shorter rent review cycle of two years
would enable the Housing Authority (HA) to
react more quickly to changes in
SOCi0-economic circumstances.

(b) The Administration's response that the new rent
adjustment mechanism already provided a de facto
cap on rent increase and statutory safeguard for
PRH tenants

000921 — | Chairman (8 The Administration's concern that Mr LEUNG
001153 Assistant Legal Adviser Yiu-chung's proposed CSAs (LC Paper No
1(ALAL) CB(1)1768/06-07(02)) would effectively delete and
Administration replace the entire Clause 4 athough there were

(b)

indeed only two amendments to the original Clause
4 and CSAs proposed by the Administration

ALAL's advice that the President of the Legidative
Council (the President) would rule on the
admissibility of Members CSAs taking into
account comments from the Administration and
the Members' responses (if necessary)
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Speaker

Subject(s)

Action
required

001154 —
002837

Chairman

Mr Frederick FUNG
Administration
ALA1l

(@

(b)

(©)

Mr Frederick FUNG's briefing on his proposed

CSAs (LC Paper No CB(1)1794/06-07(01)) as

follows:

(i) A rent review cycle of three years was
generally acceptable by PRH tenants;

(i) A rent increase cap should be in place to
safeguard the low-income tenants;

(iii) A rent reduction cap should not be imposed;
and

(iv) The merits of limiting the level of PRH rent
by putting in place an average rent to income
ratio (ARIR) of 15%

The Administration’'s response that the calculation
of ARIR for all PRH tenants would not be able to
discount the household size distribution effect on
income, and that it was difficult to interpret the
exact meaning of ARIR

ALA1's preliminary view that the proposed rent
level cap might not be compatible with the new
rent adjustment mechanism, and hence might be
considered by the President to be outside the scope
of the Bill

002838 —
003918

Mr Frederick FUNG
Chairman

Dr Joseph LEE
Administration

(@

(b)

Mr Frederick FUNG's explanation as follows:

(i) Unlike median rent-to-income ratio (MRIR)
which would be pushed up by the increase in
the number of small households, ARIR could
not be subject to influence by the factor; and

(i) The proposed rent level cap would operate as
a limitation on increase in rent and could
co-exist with the new rent adjustment
mechanism.

Chairman's view on possible incompatibility of the
proposed rent level cap with the new rent
adjustment mechanism and her concern about the
methodology for computing ARIR

(c) The Administration's response that ARIR for al

PRH tenants was also subject to distortion by
extraneous factors such as the increase in the
number of small households
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003919 —
004523

Chairman

Mr WONG Kwok-hing
ALA1

Administration

(@

(b)

(©

Mr WONG Kwok-hing's briefing on his proposed
CSAs (LC Paper No CB(1)1768/06-07(04)) that a
rent increase cap could help maintain social
harmony and a 12% MRIR cap was proposed in
response to deputations’ views

ALA1's preliminary view that as the Bill sought to
repeal the MRIR provisions, the proposed CSA
might be inconsistent with the long title of the Bill.
The President might consider the proposed CSAs
outside the scope of the Bill. His further advice on
the consistency between the Chinese and English
versions of Mr WONG's proposed CSAs

The Administration's response that MRIR was
affected by a number of extraneous factors, and the
retention of MRIR would prevent reasonable and
effective operation of the proposed income-based
rent adjustment mechanism

004524 —
005408

Chairman

Ms CHAN Yuen-han
Administration
ALA1

(@

(b)

(©)

Ms CHAN Yuen-han's reflection of PRH tenants
concern on the need to retain the MRIR cap to
restrict excessive rent increases by HA. Her
reiteration that RAS was only an administrative
measure of HA

Chairman's highlight on members' consensus about
the need to provide arent increase cap in the Bill

The Administration's response that it would
consult HA on members proposed CSAs

005409 —
010808

Chairman

Mr LEE Wing-tat
Mr Abraham SHEK
Administration

(@

Mr LEE Wing-tat's briefing on his proposed CSAs

(LC Paper No CB(1)1794/06-07(02)) asfollows:

(i) As reflected by the wage indices of the
unskilled labour (i.e. craftsmen and
operators) between 1992 and 2006 (table
attached to LC Paper No
CB(1)1794/06-07(02)), the real wage of the
low-income group had not risen
correspondingly with the normal wage. As
such, a rent increase cap was necessary to
safeguard the low-income PRH tenants; and

(i) The need to exclude additional rent-paying
households and households with top 5% of
household income in each household size
group from the coverage of the proposed
income index

(b) The Administration's response as follows:

(i) Thewage index only reflected the changesin
wage levels of those in employment and
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related only to the average of the wage rate
of individual employees. Moreover, the index
had excluded self-employed workers such as
those in trades of hawkers, construction
workers and  self-employed  workers
taxi-driverg/public light bus drivers/lorry
drivers. This had explained why at times
where the income index had dropped but the
real wage index had increased, for instance,
in year 2002 as revedled in the
Administration's responses to members
requests raised at the meeting on 17 and
26 April 2007 (LC Paper No.
CB(1)1570/06-07(02)); and

(if) While "extreme and mild outliers’ was
estimated to be about top 3% to 5%
households in each household size group, it
was undesirable to prescribe a fixed
percentage of exclusion of households from
the coverage of the income index in law
because the exact percentage would vary
depending on the prevaling income
distribution of PRH tenants and had to be
ascertained through a statistical assessment
process. The Administration would consider
applying more stringent selection rules to
exclude both "extreme and mild outliers'
from the coverage of the income index.

010809 —
011249

Mr LEE Wing-tat
Chairman
Administration

Mr Abraham SHEK

Mr LEE Wing-tat's request for the Administration to
undertake upon the resumption of Second Reading
debate on the Bill that as far as practicable, the
household income of the top 5% households in each
household size group would be excluded in the
calculation of the income index

011250 —
011300

Chairman
Administration

Mr Frederick FUNG
Mr CHAN Kam-lam

Members agreement to meet with the Administration
on 31 May 2007 for its responses to members
proposed CSAs after consultation with HA

Council Business Division 1
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