
A new form of HOS – 
A win-win-win solution for the government, HOS owners and the society

The government has recently announced 5 possible schemes of land premium repayment after resale of the new HOS units in the private market.  One of the purposes is to enhance liquidity of the secondary HOS market, which is important to reduce economic waste.  We consider all 5 schemes “old wine in a new bottle” and are likely to be divisive.

Studies at the HKU propose a new form of HOS with different property rights, which can solve many of the inherent problems of HOS, The main features of the new HOS are:
· Built on land with non-renewable lease of 50 years 
-Our studies (based on analysis of more than 6000 transaction record with different length of land leases) show that they will be 20% cheaper than similar private housing units (at the current level of rental yield) since owner has to return the housing unit to government upon expiry of the lease (i.e. not renewable).  However, in the private sector, the housing units are priced as if the land lease can be automatically renewed with payment of a very low land rent (3% of rateable value) as a result of the land grant policy implemented after handover in 1997
.  This market expects that this policy will continue in the future.   Therefore the prices of private sector units are very close to those of the units on freehold land although in fact they are on leasehold land. 
· A relatively smaller government subsidy (e.g. 10% of a similar unit in the private sector) is needed to make the new HOS unit price affordable.
· Transferrable after 5 years in the second hand market without repayment of land premium. 
· To be built by private developers / contractors with contractual arrangements similar to those of the PSPS (private sector participation scheme) – our studies (based on analysis of more than 50 HOS projects completed between 1989 and 1998) show that PSPS developers could build the HOS units faster and at lower cost (40% cheaper) compared to those built by the traditional procurement method with no compromise in quality.
Advantages of the new HOS 
· Less divisive – the new HOS cannot be comparad to the old HOS as the owners have different set of rights.
· A lower level of subsidies from the government (10% of the price of a similar private sector housing unit) is needed to make the units affordable (altogether 30% cheaper than a similar unit in the private market).
· More active secondary HOS market – reduce economic waste.
· Increase supply of low-end units in the secondary market for low-middle income households.
· More efficient delivery of the HOS units (cost less to the government).
· Less urban renewal problems in the long run.
· More equitable, subsidies cannot be inherited by their offspring (same as public housing).
· After implementation of the new HOS for some time, there will be more choices of housing units with different lengths of land tenure – e.g old people who are in need of cash can sell in their private sector units and buy a cheaper similar unit with shorter land lease.
· HOS land can be “recycled” 50 years later so that more people can be benefitted

� http://www.landsd.gov.hk/en/service/landpolicy.htm






