Financial Statements
B iE R

INCOME AND EXPENDITURE ACCOUNT YA HiBR

for the year ended 31st March 2006 #%2 —EZENF=H=1+—HIFE

Notes
BaE 2006 2005
(restated)
(in HK$Million) (BEEEIT) (E31))
Revenue EERA 7 1,018.0 3,457.8
Other income HA A 22.2 23.8
1,040.2 3,481.6
Less: Property development and related costs W MIERE KRB 22.6 2,093.5
Marketing and selling expenses s RIHEER 7.7 157.3
Property leasing and management EFHERERZ N
expenses 317.9 307.8
Staff costs BT 258.2 254.1
Depreciation on investment properties BEMETE 110.8 107.1
Amortisation of prepaid lease payments BT nEERY 45.0 449
Depreciation on property and Equipment MERRBINE 46.0 28.2
Investment expenses KREEH 30.0 18.5
Financial subsidies to home owners BTEEEFMMIEER 22.3 -
Revitalisation project expenditures BEIE A 2 7.2 0.1
(Reversal of impairment) FEMCE R R Eo A U R
impairment on loans and other receivables (CRUEHRE! ) BE 1.2) 7.0
Other expenses Hebsz 1 55.1 30.3
Auditors’ remuneration ZEEB 2 0.5 0.4
922.1 3,049.2
Staff costs capitalised BTRAEEL (32.7) (28.8)
Prepaid lease payment capitalised THHERTEEL (2.1) (2.1)
887.3 3,018.3
Surplus before investment return and REDREYELERNBH
properties valuation 152.9 463.3
Investment income TERA 8 1,067.9 517.0
Reversal of write-down of housing inventories — EEIEFFERIE 9 315.2 55.4
Reversal of write-down of properties BEEHERABRNER
under development for sale FYERE 9 7.3 326
Impairment of investment properties TEMERBEBER
and provision for rehabilitation work BIS2ERE (91.7) (240.5)
Surplus before finance costs BTG R AN 2 A 1,451.6 827.8
Finance costs RS AR 10 (0.3) (0.4)
Net surplus BEREE 1,451.3 827.4
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BALANCE SHEET EEAEX

at 31st March 2006 R=—ZFZENF=H=+—HBE

(in HK$Million)

Non-current assets
Property and equipment
Prepaid lease payments
Investment properties
Other investments
Loans receivable

Current assets

Properties under development for sale

Housing inventories

Prepaid lease payments

Investments held-for-trading

Loans receivable

Accounts receivable, sundry debtors
and prepayments

Cash and bank balances

Current liabilities

Loans from government

Sundry deposits, accounts payable and accruals
Provisions

Net current assets

Non-current liabilities
Other accounts payable
Loans from government

Net assets

(BERET)

ERBEE
UEISE S

BN TIA SR
AR
Hipie &
U E TR

RBEE

EHERENERTME

BFEFE

BN L EER X

FIEEERSBRE

FEWE TR

JEURIR - FETAEW
BEREENER

W& RIRITHEER

REBAE

B &R

MRS  ENRBRRENER
T

RBEEFHE

FRBEME
H A e ARIA
B &R

BERE

Notes

B aE

14
15
16
17
18

19
22
15
17
18

23
24

20
23
21

23
20

2006 2005
(restated)
==27))
161.5 159.3
1,897.3 1,942.3
3,209.0 3,203.4
- 6,876.3
404.6 654.1
5,672.4 12,835.4
2,345.7 1,632.1
3,548.9 3,286.4
45.0 45.0
7,827.0 -
4.2 20.6
1,108.0 63.1
6,485.5 6,965.8
21,364.3 12,013.0
(6.1) (6.4)
(1,597.3) (751.3)
(405.2) (508.4)
(2,008.6) (1,266.1)
19,355.7 10,746.9
(177.1) (176.5)
(83.6) (89.7)
(260.7) (266.2)
24,767.4 23,316.1
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Financial Statements (continued)

b Ee )

BALANCE SHEET (continuesy B = BIETR 20

at 31st March 2006 R=FFENF=HA=+—HA#E

Notes
PiEE 2006 2005
(restated)
(in HK$Million) (BEEHET) (&%)
Reserves f#E
Accumulated surplus RIEAER 24,767.4 23,133.3
Other investments revaluation reserve Hibig & S - 182.8
24,767.4 23,316.1
The financial statements on pages 102 to 143 were approved by the FRE—BZ_EF—ANT=ZHEMNMBHRE
Executive Committee and authorised for issue on 20th July 2006 and ERZZETNFLtA-THAENTEESHE
are signed on its behalf by: RN - WHTIEEREREE
David C Lee (Chairman) ZEE (£F)
L C Wong (Executive Director) ETEBY (HiTHAHSE)
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STATEMENT OF CHANGES IN RESERVES f#f& 8 &

for the year ended 31st March 2006 #%2 —FZENF=H=4+—HI FZE

(in HK$Million)
Balance at 1st April 2004 as originally stated

Effects of changes in accounting policies
(see Note 3)

Balance at 1st April 2004, restated

Net gain realised on disposal of investments

Surplus on revaluation of other investments
recognised directly in reserve

Net surplus for 2004/05

Total recognised gain for the year

Balance at 31st March 2005

Effect of changes in accounting policies
(see Note 3)

Balance at 1st April 2005, restated

Net surplus for 2005/06

Balance at 31st March 2006

(BEEET)

—EFEMENA- RS
AR AT 3

SHBEENENFE
(RME=)

—“ZRTFMA—H
HERET

& EA R B A
ARRAZ HERIER
HitRESH A%
TN ERFERR
R
REFRBRERBA

—ZTRF=A=+—AH
393

SRS ENTE
(RME=)

“ZETAFMA—H
rEEARED

ZRTHTREE
BERFRR

Other
investments
revaluation
Accumulated reserve
surplus Hibig& Total
RIERR EHFEE BEE
22,351.0 344.9 22,695.9
45.1) - (45.1)
22,305.9 344.9 22,650.8
- (307.7) (307.7)
- 145.6 145.6
827.4 - 827.4
827.4 (162.1) 665.3
23,133.3 182.8 23,316.1
182.8 (182.8) -
23,316.1 - 23,316.1
1,451.3 - 1,451.3
24,767 .4 - 24,767 .4
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Financial Statements (continued)

b Ege )

CASH FLOW STATEMENT BEE&REFK

for the year ended 31st March 2006 #%2 —EZENF=H=1+—HIFZE

2006 2005
(restated)
(E31))
(in HK$Muillion) (B®BET)
Operating activities EIEEE
Cash receipts from tenants/flat MR ¥x  BFEXRK
owners/flat buyers/borrowers EHETEIERAFTBE R & 1,119.1 3,599.3
Cash payments for property leasing EFHEREENREH
and management (314.6) (310.0)
Cash payments for site acquisition and project Wb R ERK ARSI H
development (820.4) (1,402.2)
Cash payments to employees in BIFMREMNReH
respect of salaries and other benefits (258.8) (236.2)
Other cash payments HEMIRe (152.6) (61.6)
Cash (used in) generated from operations LEEBIRG (RE) R (427.3) 1,589.3
Interest paid BT H (0.3) (0.3)
Net cash (used in) generated from EETHHES (RE)RAEEE
operating activities (427.6) 1,589.0
Investing activities REEH
Interest received FEMA 415.8 2196
Interest paid FMESZH (11.2) (14.0)
Dividends received SR ON 46.1 249
Payment for redevelopment/rehabilitation BEMESRE 1EEXH
of investment properties (116.8) (213.0)
Payment for property and equipment L EYS G- (46.4) (20.4)
Payment for investments held-for-trading/ EEERRIRE HMREFEZ T
other investments (293.0) (1,563.2)
Payment on warranty made for the sale of HEEFERRIZ L
home loans (10.8) (11.8)
Investment management fees and REERBRIFITERATH
bank charges paid (30.0) (18.0)
Increase in deposits invested by fund managers  FESEIBILE M FHIG N - (15.9)
Net cash used in investing activities RETBHRESRHFHA (46.3) (1,611.8)
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CASH FLOW STATEMENT (continuesy 3R EME TR 20)

for the year ended 31st March 2006 #%2 —EZENF=H=1+—HIFZE

(in HK$Muillion)

Cash used in financing activity
Repayment of loans from government

Net decrease in cash and
cash equivalents

Cash and cash equivalents at
beginning of the year

Cash and cash equivalents at
end of the year

Analysis of the balances of cash and cash
equivalents

Cash and bank balances

(BEBET)

BMEFHRER
EERBFER
RERRASEERAFTHD

FORERREEERELET

FRESRREEERELET

ReRBESESERBA GBI

R MIRITIFR

2006 2005
(restated)

(E31))

(6.4) (8.2)
(480.3) (31.0)
6,965.8 6,996.8
6,485.5 6,965.8
6,485.5 6,965.8
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Financial Statements (continued)

P E )

NOTES TO THE FINANCIAL STATEMENTS Bi#&3R &R Miz:

for the year ended 31st March 2006 #%2 —EZENF=H=1+—HIFZE

(i)

GENERAL

The Hong Kong Housing Society (the “Housing Society”) was
incorporated on 18th May 1951 under the Hong Kong Housing Society
Incorporation Ordinance. The address of its registered office and
principal place of business is 29/F., World Trade Centre, 280 Gloucester
Road, Causeway Bay, Hong Kong.

The principal activities of the Housing Society are property sales, letting,
management and financing, which are all conducted in Hong Kong.

The financial statements are presented in Hong Kong dollars which is
also the functional currency of the Housing Society.

APPLICATION OF NEW HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”)/ CHANGES IN
ACCOUNTING POLICIES

Application of new/revised HKFRSs

In the current year, the Housing Society has applied, for the first time,
all of the new and revised standards and interpretations issued by the
Hong Kong Institute of Certified Public Accountants that are relevant to
its operations and effective for accounting periods beginning on or after
1st January 2005. The application of these new and revised standards
and interpretations has resulted in changes to the Housing Society’s
accounting policies in the following areas that have materially affected
the amounts reported and presented for the current or prior years.

Hong Kong Accounting Standard (“HKAS”)17 “Leases” and HKAS 40
“Investment Property”

The application of HKAS 17 and HKAS 40 has resulted in changes in the
Housing Society’s accounting policies on leasehold interest in lands and
properties held to earn rental and/or capital appreciation.

Previously, all properties were classified as “fixed assets” (now renamed
as “property and equipment”) and carried at cost less accumulated
depreciation and any accumulated impairment.

On application of HKAS 17, all leases of land are defined as operating
leases and the lease payments are classified as “prepaid lease payments”
and are charged to income and expenditure account on a straight-line
basis over the term of the relevant lease.
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(i)

APPLICATION OF NEW HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs"”)/ CHANGES IN
ACCOUNTING POLICIES (continued)

Application of new/revised HKFRSs (Continued)

HKAS 40 permits the election of either the fair value model or the cost
model to account for the value of properties held to earn rental and/or
for capital appreciation. The Housing Society has elected to apply the
cost model. The leases of land are dealt with in accordance with HKAS 17
as described above. The building elements are classified as “investment
properties” and carried at cost less accumulated depreciation and any
accumulated impairment, which is in accordance with HKAS 16 and the
same as the existing treatment. The fair value of the building elements
shall be disclosed unless the fair value cannot be reliably assessed.

Details of the above accounting policies are given in Note 4 and the
effects on the retrospective application of HKAS 17 and HKAS 40 are
shown in Note 3.

HKAS 32 “Financial Instruments: Disclosure and Presentation” and HKAS
39 “Financial Instruments: Recognition and Measurement”

The application of HKAS 32 and HKAS 39 has resulted in a change in
the Housing Society's accounting policy for recognition, measurement,
de-recognition and disclosure of financial instruments.

Until 31 March 2005, the Housing Society’s investments in securities
were carried at fair value in accordance with alternative treatment under
Statement of Standard Accounting Practice 24. Unrealised gains or losses
were included in other investments revaluation reserve and subsequently
recognised in the income and expenditure account in the reporting
period when the securities were sold or determined to be impaired.
Other financial assets were carried at cost less any appropriate provision
for doubtful debts. Other financial liabilities were carried at cost.

2.
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Financial Statements (continued)

B ER R )

NOTES TO THE FINANCIAL STATEMENTS (continuesy B TR 3% M 5T a0

for the year ended 31st March 2006 #Z = TZENF=H=+—HILFE

(i)

(i)

HKAS 1 (Amendment)

APPLICATION OF NEW HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs"”)/ CHANGES IN
ACCOUNTING POLICIES (continued)

Application of new/revised HKFRSs (Continued)

In accordance with the transitional provisions of HKAS 39, on
1st April 2005, the Housing Society reclassified its other investments
as “investments held-for-trading”, which are stated at fair value at
the balance sheet date. All realised gains and losses from investment
transactions are recognised in the income and expenditure account in
the reporting period when the transactions occur. All unrealised gains
and losses arising from changes in fair value at the balance sheet date
are also recognised in the income and expenditure account, and may
fluctuate subsequent to the balance sheet date depending on the
volatility of the investment environment. Other financial assets are
initially recognised at fair value and subsequently measured at amortised
cost less impairment, if any. Other financial liabilities are initially
recognised at fair value and subsequently measured at amortised cost.
In accordance with the provisions of HKAS 32, the policy on financial
risk management is disclosed in Note 5. Details of the above accounting
policies are given in Note 4 and the effects of application of transitional
provision of HKAS 39 are shown in Note 3.

At the date of authorisation of financial statements, the following

standards, amendments and interpretations have been issued but
not effective:

Effective for

annual periods

beginning

on or after

Capital Disclosures 1st January 2007

HKFRS 6 Exploration for and Evaluation 1st January 2006
of Mineral Resources
HKFRS 7 Financial Instruments: 1st January 2007

HKAS 19 (Amendment)

Disclosures

Actuarial Gains and Losses, 1st January 2006

Group Plans and Disclosures
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2. APPLICATION OF NEW HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”)/ CHANGES IN
ACCOUNTING POLICIES (continued)

(ii) Atthe date of authorisation of financial statements, the following

standards, amendments and interpretations have been issued but

not effective: (Continued)

HKAS 21 (Amendment)

HKAS 39 (Amendment)

HKAS 39 (Amendment)

HKAS 39 and HKFRS 4

(Amendments)

HK(FRIC) — Int 4

HK(FRIC) — Int 5

HK(FRIC) — Int 6

HK(IFRIC) — Int 7

Net Investment in a Foreign 1st January 2006
Operation

The Fair Value Option 1st January 2006
Cashflow Hedge 1st January 2006
Accounting of Forecast

Intragroup Transactions

Financial Guarantee 1st January 2006
Contracts

Determining whether an 1st January 2006
arrangement contains

a lease

Rights to Interests Arising 1st January 2006

from Discommissioning,
Restoration and
Environmental
Rehabilitation Funds
Liabilities arising from 1st December 2005
Participating in a Specific
Market — Waste Electrical
and Electronic Equipment
Applying the restatement 1st March 2006
Approach under HKAS 29

Financial Reporting in

Hyperinflationary Economics
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Financial Statements (continued)

B &R )

NOTES TO THE FINANCIAL STATEMENTS (continuesy B TR 3% M 5T a0

for the year ended 31st March 2006 #Z = TZENF=H=+—HILFE

(ii)

HK(IFRIC) — Int 8

HK(FRIC) — Int 9

APPLICATION OF NEW HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs"”)/ CHANGES IN
ACCOUNTING POLICIES (continued)

At the date of authorisation of financial statements, the following
standards, amendments and interpretations have been issued but
not effective: (Continued)

Scope of HKFRS 2 1st May 2006

Reassessment of 1st June 2006

Embedded Derivatives

HKAS 39 & HKFRS 4 (Amendments) “Financial Guarantee Contracts”

The Housing Society has early adopted this Amendment. The Housing
Society’s financial guarantee contracts were previously disclosed as
contingent liabilities or provision. Following the early adoption of the
Amendment, the financial guarantee contracts are measured initially at
fair value and subsequently at the higher of 1) the amount determined
in accordance with HKAS 37
and Contingent Assets” and 2) the amount initially recognised less

“Provisions, Contingent Liabilities

cumulative amortisation recognised over the life of the guarantee
contract on a straight line basis.

The application of the Amendment requires retrospective application
and the effects are shown in Note 3.

Otherthan (a) above, the Housing Society has not early adopted the other
standards, amendments and interpretations. The Housing Society so far
concluded that the application of these standards, amendments and
interpretations will have no material effect to the financial statements
of the Housing Society.
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SUMMARY OF EFFECTS ON CHANGES IN SITBRNENTERE
ACCOUNTING POLICIES
(i)  The effect of the changes in the accounting policies described in Note 2 (i) M3 —Frit @ SR HI AN EE RATEE %

above on the results of the current and prior years are as follows: BERKATEE
2006 2005

(in HK$Million) (BE®HETL)
Impact on HKAS 17 & 40: - EREHERE17 RI0EZTE
Increase in depreciation on property MEE R AT EIL AN

and equipment 46.0 28.2
Increase in depreciation on investment TEFEITERL

properties 110.8 107.1
Increase in amortisation of prepaid B TENE SR

lease payments 45.0 449
Increase in prepaid lease payment capitalised THAEREEEL (2.1) (2.1)
Decrease in depreciation on fixed assets BEEEEITERD (199.7) (178.1)
Impact on HKAS 39 & HKFRS 4 EESHERE IV REBYS

(amendments): - WMEZEAT (BT 28 -
Decrease in bank loans guarantee expenses IRITERRFLZHRAL (3.9) (16.0)
Increase in surplus for the year REE BRI (3.9) (16.0)
Analysis of increase in surplus for the REEBHIEM  RUAZHER

year by line items presented WoESHMT : -

according to their functions: -
Decrease in property development and MR KRB AR AR R A

related costs (3.9) (16.0)
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Financial Statements (continued)

B &R )

NOTES TO THE FINANCIAL STATEMENTS (continuesy B TR 3% M 5T a0

for the year ended 31st March 2006 #Z = TZENF=H=+—HILFE

3. SUMMARY OF EFFECTS ON CHANGES IN
ACCOUNT”\'G POL|C|ES (Continued)
(i) The cumulative effect of the application of the new HKFRSs on the (i)

3. BRTHERNE

balance sheet as at 31st March 2005 and 1st April 2005 are summarised

below:

(in HK$Million)

Non-current assets
Fixed assets

Property and equipment
Prepaid lease payments
Investment properties
Other investments
Loans receivable

Current assets

Properties under development

for sale
Housing inventories
Prepaid lease payments

Investments held-for-trading

Loans receivable

Accounts receivable,
sundry debtors and
prepayments

Cash and bank balances

(B¥EET)

FRBEE
EEEE
SUEISE 4

BN HAERX
=L ES
Hipi &
M E TR

RBEE

ERERBRD
BERTYE

BFEFE

Tt L AR

BIEEERREE

FEME TR

JEURERIA - 3478
FEUT BRI
BNEA

B MIRITHE S
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HERFHKFRSs MR ST RAF=A =+
—BER_EERFNA—HZEERBERN
SRR EMENT ¢

As at 31st As at 31st As at 1st
March 2005  Retrospective  March 2005 April 2005
RZZEZERF  Adjustments RZZEZRF  Adjustments RZZZRHF
=A=+—H BWFEE —A=+—H P MA—H
(originally
stated) (i) (restated) (i) (restated)
(LATEZI)BR) (&%) (E71)
5,350.0 (5,350.0) - - -
- 159.3 159.3 - 159.3
- 1,942.3 1,942.3 - 1,942.3
- 3,203.4 3,203.4 - 3,203.4
6,876.3 - 6,876.3 (6,876.3) -
654.1 - 654.1 - 654.1
12,880.4 (45.0) 12,835.4 (6,876.3) 5,959.1
1,632.1 - 1,632.1 - 1,632.1
3,286.4 - 3,286.4 - 3,286.4
- 45.0 45.0 - 45.0
- - - 6,961.0 6,961.0
20.6 - 20.6 - 20.6
63.1 - 63.1 1,480.0 1,543.1
6,965.8 - 6,965.8 126.5 7,092.3
11,968.0 45.0 12,013.0 8,567.5 20,580.5




3. SUMMARY OF EFFECTS ON CHANGES IN
ACCOUNT”\'G POL|C|ES (Continued)

(in HK$Million)

Current liabilities

Loans from government

Sundry deposits, accounts
payable and accruals

Provisions

Net current assets

Non-current liabilities
Other accounts payable
Loans from government

Net assets

Reserves
Accumulated surplus

Other investments
revaluation reserve

3. EFfERRENTERE @
As at 31st As at 31st As at 1st
March 2005  Retrospective  March 2005 April 2005
RZZETRF  Adjustments RZZZERF Adjustments RZZEZRF
=A=+—8 BYWAE —A=+—H FE mA—H
(originally
stated) (i) (restated) (i) (restated)
(BATEZIER) (E731) (E751)
(B¥R&ET)
REEE
BRER (6.4) - (6.4) - (6.4)
MIAES - EANERIE
RENER (751.3) - (751.3) (1,691.2) (2,442.5)
A (479.3) (29.1) (508.4) - (508.4)
(1,237.0) (29.1) (1,266.1) (1,691.2) (2,957.3)
REEEFHE 10,731.0 15.9 10,746.9 6,876.3 17,623.2
FRBEME
Hh fE T ARIE (176.5) - (176.5) - (176.5)
BRER (89.7) - (89.7) - (89.7)
(266.2) - (266.2) - (266.2)
BEEFRE 23,345.2 (29.1) 23,316.1 - 23,316.1
&
ZIERR 23,162.4 (29.1) 23,1333 182.8 23,316.1
HR &S @G
182.8 - 182.8 (182.8) -
23,3452 (29.1) 23,316.1 - 23,316.1

(i)  Retrospective adjustments due to adoption of HKAS 17, 40 and HKAS (i)
39 & HKFRS 4 (Amendments).

(i)  Adjustments due to adoption of HKAS 39.

(ii)

AEAEAEERFE 175  A0RLREBES
FHERIZE 39S B B IS HME LR F 457 (&
A1) EA B IR -

HEAEB G ERIE 39 R EHAHE -

EBREEHE N —OORFFR
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Financial Statements (continued)

B &R )

NOTES TO THE FINANCIAL STATEMENTS (continuesy B TR 3% M 5T a0

for the year ended 31st March 2006 #Z = TZENF=H=+—HILFE

SUMMARY OF EFFECTS ON CHANGES IN
ACCOUNTING POLICIES (Continued)

Effect on accumulated surplus at 1st April 2004
Retrospective application of HKAS 39 and HKFRS 4 (Amendments) had
decreased the accumulated surplus at 1st April 2004 by HK$45.1 million.

SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under the historical cost
basis and in accordance with HKFRSs issued by the HKICPA, except for
certain financial instruments which are stated at fair values, as explained
in the accounting policies below.

Revenue recognition

Revenue is measured at fair value of the consideration received or
receivable and represents amounts receivable for goods sold and service
provided in the normal course of business, net of discounts.

Proceeds on sale of properties are recognised when the occupation
permit is granted or when the sale is completed, whichever is the later.
Payments received from purchasers prior to this stage are recorded as
deposits on sale of properties under current liabilities.

Where properties are sold under deferred terms with part of the sales
proceeds not being receivable until after an interest-free period, the
fair value of sales proceeds is determined by discounting the sales
proceeds with deferred terms using the effective interest rate for other
similar credit arrangement. The difference between the fair value and
the sales proceeds with deferred terms is recognised in the income and
expenditure account as a reduction of sales proceeds.

Rental income from investment properties under operating leases
is recognised on a straight line basis over the terms of the respective
leases. Initial direct costs incurred in negotiating and arranging an
operating lease are added to the carrying amount of the leased
asset and recognised as an expense on a straight-line basis over the
lease term.

Management fee income is recognised when services are rendered.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Revenue recognition (continued)

Interest income is accrued on a time basis by reference to the principal
outstanding and at the effective interest rate applicable, which is the
rate that exactly discounts the estimated future cash receipts through
the expected life of the financial asset to that asset’s net carrying
amount.

Dividend income is recognised when the shareholders’ rights to receive
payment have been established.

Property and equipment and depreciation
Property and equipment are stated at cost less subsequent accumulated
depreciation and impairment losses.

Depreciation are provided to write off the cost of property and equipment
over the estimated useful lives, using the straight-line method at the
following rates per annum:

Buildings Over the estimated useful lives of 40 years or the
unexpired period of lease, whichever is the shorter
Equipment 20% -25%

An item of property and equipment is derecognised upon disposal
or when no future economic benefits are expected to arise from the
continued use of the asset. Any gain or loss arising on derecognistion
of the asset (calculated as the difference between the net disposal
proceeds and the carrying amount of the item) is included in the income
and expenditure account in the year in which the item is derecognised.

Operating leases

Rentals payable and prepaid lease payments under operating leases
are charged to income and expenditure account on a straight-line basis
over the term of the relevant lease. Benefits received and receivable
as an incentive to enter into an operating lease are also spread on a
straight-line basis over the lease term.

Investment properties
Investment properties are carried at cost less subsequent accumulated
depreciation and impairment losses (if any). Depreciation is provided
over the estimated useful lives of 40 years or the unexpired period of
lease, which ever is shorter.
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ON -3¢ )
FEUA AR F BEER R AR EEAR S KA
MERERAER - MZAETEBRE < BERE
PR 2 TR RN A ARRIR S WA -

B B A T FE BRIR A HE WER SR IR B T A FERR
N

MERKBNINE
MERRBIEREREERRATENRE
BRI -

WETLBYERRENBENERIDEREML
STAME R - KBRS HIAT B 4 Rk

BF  RUTERNGEaERER
ﬁﬂﬁ@%]ﬁ?iﬁﬁfﬁmﬁﬁﬁ

EVMEIRBELE - RAFHTEERERER
BEm RS - R ME MRS EMEE
MRS PrE RS AR - A EEEF
WABREEMFEENERE  MEHFENE
WA BR AR AR

CEZ:EY
EEEMM THEARS BT RS2
HRFEENFBENEND#HT N A ST H
B - BB SRR OSSR B
TR E RSN R OMA S -

REM=
REMETRRERERRRFINE R ER
KRB )FIL - FrE TR+ F e fhET AL
FHS R F I - E B ERAE -

sEEEme & —oorssn 117



Financial Statements (continued)
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NOTES TO THE FINANCIAL STATEMENTS (continuesy B F& R 3% M1 5T a0

for the year ended 31st March 2006 #Z =TZENF=H=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES (continued)
Investment properties (continued)

No depreciation is provided for investment property under redevelopment
until such asset is ready for its intended use.

An investment property is derecognised upon disposal or when the
investment property is permanently withdrawn from use or no future
economic benefits are expected from its disposals. Any gain or loss
arising on derecognition of the asset (calculated as the difference
between the net disposal proceeds and the carrying amount of the
assets) is included in the income and expenditure account in the year in
which the item is derecognised.

Properties under development for sale
Properties under development for sale in the ordinary course of business
are stated at the lower of cost and net realisable value.

Housing inventories
Housing inventories represent properties held for sale and are stated at
the lower of cost and net realisable value.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction
or production of qualifying assets, which are assets that necessarily
take a substantial period of time to get ready for their intended use or
sale, are capitalised as part of the cost of those assets. Capitalisation
of such borrowing costs ceases when the assets are substantially
ready for their intended use or sale. Investment income earned on the
temporary investment of specific borrowings pending their expenditure
on qualifying assets is deducted from the borrowing costs capitalised.

All other borrowing costs are recognised as an expense in the period in
which they are incurred.
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(i)

(if)

SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments

Financial assets and liabilities are recognised in the balance sheet when
the Housing Society becomes a party to the contractual provisions of
the instrument. Financial assets and financial liabilities (other than loans
from government) are initially measured at fair value. Transaction costs
that are directly attributable to the acquisition or issue of financial assets
and financial liabilities (other than financial assets and financial liabilities
at fair value through profit or loss) are added to or deducted from the
fair value of the financial assets or financial liabilities, as appropriate,
on initial recognition. Transaction costs directly attributable to the
acquisition of financial assets or financial liabilities at fair value through
profit or loss are recognised immediately in income and expenditure
account.

Loan and other receivables

Loan and other receivables are subsequently measured at amortised
cost using the effective interest method. Appropriate allowances
for estimated irrecoverable amounts are recognised in income and
expenditure account when there is objective evidence that the asset
is impaired. The impairment recognised is measured as the difference
between the asset’s carrying amount and the present value of estimated
future cash flows discounted at the effective interest rate computed at
initial recognition. Impairment losses are reversed in subsequent periods
when an increase in the asset’s recoverable amount can be related
objectively to an event occurring after the impairment was recognised,
subject to a restriction that the carrying amount of the asset at the date
the impairment is reversed does not exceed what the amortised cost
would have been had the impairment not been recognised.

Investments held-for-trading

Investments held-for-trading are recognised and derecognised on a
trade date basis where the purchase or sale of an investment is under
a contract whose terms require delivery of the investment within the
timeframe established by the market concerned, and are measured at
fair value. Realised gains and losses from investment transactions, and
unrealised gains and losses from changes in fair value at balance sheet
date, are included in the income and expenditure account for the period.
Until realised, unrealised gains and losses may fluctuate subsequent to
the balance sheet date depending on market movements.

(ii)
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Financial Statements (continued)
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NOTES TO THE FINANCIAL STATEMENTS (continuesy B F& 3R 3% B 5T a0

for the year ended 31st March 2006 #Z = TZENF=H=+—HILFE

(iii)

(iv)

SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Cash and bank balances

Cash and cash equivalents comprise cash on hand and demand deposits.
Demand deposits are subsequently measured at amortised cost using
the effective interest method.

Financial liabilities other than loans from Government

Financial liabilities (including accounts payables and accruals) other than
loans from Government are subsequently measured at amortised cost,
using the effective interest method.

Impairment of assets

At each balance sheet date, the Housing Society reviews the carrying
amounts of its assets to determine whether there is any indication that
those assets have suffered an impairment loss.

If the recoverable amount of an asset is estimated to be less than its
carrying amount, the carrying amount of the asset is reduced to its
recoverable amount. Impairment loss is recognised as an expense
immediately.

Animpairment loss is reversed if there has been a change in the estimates
used to determine the recoverable amount and the circumstances and
events leading to the impairment cease to exist. Where an impairment
loss subsequently reverses, the carrying amount of the asset is increased
to the revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying amount that
would have been determined had no impairment loss been recognised
for the asset in prior years. A reversal of an impairment loss is recognised
as income immediately.

Provisions

Provisions are recognised when the Housing Society has a present legal
or constructive obligation as a result of past events, and it is probable
that an outflow of resources will be required to settle that obligation,
and a reliable estimate can be made. Provisions are measured at the
management’s best estimate of the expenditure required to settle the
obligation at the balance sheet date, and are discounted to present
value where the effect is material.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Government grants and assistance

Government grants received or receivable after 1st April 2003 are
recognised as income over the period necessary to match them with the
related costs. Grants related to depreciable assets received or receivable
after 1st April 2003 are presented as a deduction from the carrying
amount of the relevant asset and are recognised as income over the
useful lives of the assets by way of a reduced depreciation charge.

Grants related to land obtained from the Government without premium
are recorded by the Housing Society at a nominal amount.

Loans from government granted at nil or low interest rate are initially
measured at cost and subsequently measured at amortised cost using
the contractual rate.

Foreign currencies

Transactions in currencies other than the functional currency of the
Housing Society (foreign currencies) are initially recorded at the rates
prevailing on the dates of the transactions. At each balance sheet date,
monetary items denominated in foreign currencies are retranslated at the
rates prevailing on the balance sheet date. Non-monetary items carried
at fair value that are denominated in foreign currencies are retranslated
at the rates prevailing on the date when the fair value was determined.
Non-monetary items that are measured in terms of historical cost in a
foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items,
and on the translation of monetary items, are recognised in income
and expenditure account in the period in which they arise. Exchange
differences arising on the retranslation of non-monetary items carried at
fair value are included in income and expenditure account for the period
except for differences arising on the retranslation of non-monetary items
in respect of which gains and losses are recognised directly in equity,
in which cases, the exchange differences are also recognised directly
in reserve.

Retirement benefit costs
Payments to defined contribution retirement benefit scheme and

mandatory provident fund scheme are charged as an expense as they
fall due.
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Financial Statements (continued)
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NOTES TO THE FINANCIAL STATEMENTS (continuesy B F& 3R 3% B 5T a0

for the year ended 31st March 2006 #Z = TZENF=H=+—HILFE

(a)

FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES

The Housing Society’s major financial instruments include equity and
fixed income investments and bank deposits. Details of these financial
instruments are disclosed in the respective notes. The risks associated
with these financial instruments and the policies applied by the Housing
Society to mitigate these risks are set out below. Management monitors
these exposures to ensure appropriate measures are implemented in a
timely and effective manner.

Credit risk

The Housing Society is exposed to credit risk, which is the risk that a
counter-party may default, on its bank deposits and fixed income
investments. The Housing Society’s maximum exposure to credit risk in
the event of the counterparty’s failure to perform their obligations as at
31st March 2006 in relation to each class of recognised financial assets
is the carrying amount of those assets as stated in the balance sheet.

For bank deposits, the Housing Society limits its exposure by placing
only with investment grade licensed banks as approved by Hong Kong
Monetary Authority. To ensure there is no significant concentration of
credit risk to a single counterparty, procedures are in place to ensure
diversification and the bank deposits placed with each counterparty are
subject to a maximum limit and this limit is monitored on an on-going
basis and revised according to the counterparty’s latest credit rating and
financial information.

For funds managed on behalf of the Government, the Housing Society
further limits its credit risk exposure by placing only with note-issuing
banks in Hong Kong.

For fixed income investments, the Housing Society limits its exposure
by investing in investment grades securities only. There are further
restrictions on the holding limit of BBB rated bonds and corporate bonds.
In addition, an overall credit rating of Aaa is maintained to ensure the
fixed income portfolio is of high quality.

The Housing Society has no significant concentration of credit risk, with
exposure spread over a number of counterparties.
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(b)

(0

FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POL|C|ES (Continued)

Liquidity risk

Liquidity risk is the risk that the Housing Society is not able to meet
its obligations and commitments as they fall due. All Housing Society’s
investments are kept sufficient liquid and readily realisable to meet
operation needs and any unexpected cash demands. In addition, the
Housing Society also monitors the liquidity risk by performing cash flow
analysis on a regular basis.

Market risk

Market risk is the risk of loss arising from the movement of foreign
exchange rates, interest rates and market price of securities. The
Housing Society is exposed to market risk through its investments in

equities and fixed income investments.

Foreign exchange risk

The Housing Society’s foreign currency positions arise mainly from its
investments denominated in currencies other than Hong Kong dollars
and United States dollars.

The Housing Society is exposed to foreign currency risk primarily
through its investments in equities and fixed income investments which
are managed by fund managers. Whilst fund managers would invest
in global securities denominated in a basket of currencies, they are
encouraged to hedge their foreign currency exposures to Hong Kong
dollars or United States dollars in accordance with the strategic asset
allocation.

Price risk
The Housing Society is subject to price risk on its investments. This risk
is controlled and monitored by asset allocation limit.

Fair value interest rate risk
The Housing Society’s exposure on fair value interest rate risk mainly arises
from its fixed deposits and investment on fixed income investments.

As the fixed deposits usually mature within 3 months, the exposure is
considered not material. For fixed income investments, fund managers
use interest rate swaps and other derivatives to manage the interest
rate risk.
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NOTES TO THE FINANCIAL STATEMENTS (continuesy B F& 3R 3% B 5T a0

for the year ended 31st March 2006 #Z = TZENF=H=+—HILFE

6. CRITICAL ACCOUNTING ESTIMATES

The preparation of the financial statements requires management to make
estimates and assumptions that affect the application of policies and carrying
amounts of assets and liabilities including those related to impairment of
investment properties, net realisable value of housing inventories and
properties under development for sale and provisions. The estimates and
assumptions concerning the future are believed to be reasonable under the
current circumstance. Actual results may differ from these estimates.

7. REVENUE
(in HK$Million) (BEBET)
Sales of property HEmE
Property leasing mERE
Property management MEETRR
Home financing services BFRE RS

6. 3( = n-l_'fE-\-—I_
ERTIRRE fiRIET - BIEEAELTEER
SEHHEMEER B EONREBEN AR
® - EREEREVENRE BFFERME
HERENERPYENERFEMERS - £
BEBRT - AERROE REBRIEERES
BH o BRERRGGIAIEEHE N o

7. ZEEIWA

8. INVESTMENT INCOME

(in HK$Million) (BEEET)

Net gains on investments held-for-trading HEREEEBRKRE RN
— gains on disposal - HERH
— increase in fair value - AR EEEM

Net realised gains on disposal of HEEMEEDBER R
other investments

Interest income FLEMA

Exchange differences ERER

Dividend income & B WA

Reversal of provision of warranty on BEOHEEFERREZ
sale of loans receivable e

Increase in fair value is unrealised and may fluctuate subsequent to the
balance sheet date in line with market movements.
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2006 2005
56.7 2,457.9
872.1 864.6
56.8 99.7
324 35.6
1,018.0 3,457.8
8. REWA
2006 2005
240.9 -
465.3 -
- 347.9
237.2 56.8
(25.5) 81.8
46.1 30.5
103.9 -
1,067.9 517.0
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9. REVERSAL OF WRITE-DOWN OF HOUSING
INVENTORIES AND PROPERTIES UNDER

DEVELOPMENT FOR SALE

Selling prices of the inventories and properties under development
for sale were expected to move in line with the improving property
market and therefore a reversal of provision made in previous years was

considered necessary.

10. FINANCE COSTS

Finance costs represent interests on loans from government which are

wholly repayable within 5 years.

11. EXECUTIVE COMMITTEE MEMBERS" EMOLUMENTS

AND FEES

The aggregate emoluments of the members of the Executive

Committee are as follows:

(in HK$Million)

Honorarium

Basic salary, housing allowances, other
allowances and benefits in kind

Provident fund contribution

Their emoluments fall within the
following bands:

Emoluments band (HK$Million)
Nil - 1.0
40-45

(BERET)
[Fsiken

EX%e  FERM

HAh 2R & B as
RIES K

MeER(BERETT)
#-1.0
40-45

9. BRERFEFEMELEREN
EELEYES

BFEENELERENERTYENERR

HeREYEMSRENREMELFHE
L [ B B R A L MYIBU(E 24 o

10. B & H
BT B2 AR AN SR Y RITE R
HECL STk

N.HITEESRECHERER

HITZE SR BMEFMBENT -

2006 2005
0.8 0.8
4.0 3.8
0.3 0.3
4.3 4.1
5.1 4.9

Number of members

E VN
2006 2005
11 11
1 1
12 12
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for the year ended 31st March 2006 #Z = TZENF=H=+—HILFE

12. EMOLUMENTS OF THE FIVE HIGHEST PAID
INDIVIDUALS
Of the five individuals with the highest emoluments, one (2005: one)
was member of the Executive Committee whose emolument is included
in note 11 above. The aggregate emoluments for the remaining four
(2005: four) individuals were as follows:

(in HK$Million) (BEEET)

Basic salary, housing allowances, other HEAX#He  FERR -
allowances and benefits in kind E AR R B

Provident fund contribution NESHK

Their emoluments fall within the HiNen THIEH

following bands:

Emoluments band (HK$Million) MeER(BEBET)
20-25 20-25
25-30 25-30
3.0-35 3.0-35
13. TAXATION

The Housing Society is a charitable institution and is exempted from
Hong Kong taxation under Section 88 of the Hong Kong Inland Revenue
Ordinance.
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12. EfuGESHMEM AL

ERfus&sMEATOREMT - —fHTE
ERZENME(Z2TRHF - —()EBEHE
MiEE+—R  ESREAATHEFHH (-
TF  ORDBEAT

2006 2005
10.7 10.0

0.5 0.5
11.2 10.5

Number of members

ZE AR

2006 2005

BN = -
1

13. Fi18
EEHEAESHE - RERBEGE TN
IR BB RIIE o



14. PROPERTY AND EQUIPMENT AND FIXED ASSETS 14. YPERZRBNEEEE

Properties
Leasehold under
Buildings land development  Equipment Total
BF AL BERAPYE B ok
(in HK$Million) (BEEET)
Cost %S
At 1st April 2004, —ZTTF
originally stated MmA—H -
LAESIBR 4,451.1 2,394.9 789.1 153.1 7,788.2
Reclassification adjustments ~ EHIREETHIEH
from changes in B mELEY
accounting policies IR (4,302.0) (2,394.9) (789.1) - (7,486.0)
At 1st April 2004, —“ZEZNFYA
restated —H - &7 149.1 - - 153.1 302.2
Additions NE - - - 22.2 22.2
Written off/disposed of Wbk & - - - (3.4 (3.4)
At 31st March 2005, —EERF=A
restated =+—H"
EXl 149.1 - - 171.9 321.0
Additions NE 48.2 48.2
Written off/disposed of ke - - - (3.4) (3.4)
At 31st March 2006 ZEERF=A
=+—H 149.1 - - 216.7 365.8
Depreciation and TERREE
impairment
At 1st April 2004, —ZETNF
originally stated MmA—H -
LAESIBR 1,358.0 306.8 45.0 94.6 1,804.4
Reclassification adjustments B ZETHIEH
from changes in B mELEY
accounting policies IR (1,315.7) (306.8) (45.0) - (1,667.5)
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14. PROPERTY AND EQUIPMENT AND FIXED ASSETS 14. ERFZBENEEEE @)
(Continued)
Properties
Leasehold under
Buildings land development  Equipment Total
BF LT  BERADE B FEE
(in HK$Million) (BE®HET)
At 1st April 2004, ZEZOF A
restated —H - F75 42 .3 - - 94.6 136.9
Provided for the year REGHE 3.7 - - 245 28.2
Written off/disposed of i = - - - (3.4) (3.4)
At 31st March 2005, —ETTRF=A
restated =+—8"
=75 46.0 - - 115.7 161.7
Provided for the year RNEEHE 3.7 - - 423 46.0
Written off/disposed of i = - - - (3.4) (3.4)
At 31st March 2006 —EEXRF=A
=+—H 497 - - 154.6 204.3
Carrying values SRENFHE - -
At 31st March 2006 e
=+—H 99.4 - - 62.1 161.5
At 31st March 2005, —ETHF=H
restated =+—8"
&7 103.1 - - 56.2 159.3
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15. PREPAID LEASE PAYMENTS 15. A LA ERA X
The carrying value of leasehold land which is situated in RIAE BRI T B E B IE
Hong Kong comprises:

2006 2005
(restated)
(E7)
(in HK$Million) (BEBEET)
Long leases (not less than 50 years) TORA+FRREELD 171.1 171.8
Medium-term leases (less than 50 years DRATFERIDRTF
but not less than 10 years) gy HARE 49 1,771.2 1,815.5
1,942.3 1,987.3
Analysed as follows: DA
Current assets MENEE 45.0 45.0
Non-current asset ERBEE 1,897.3 1,942.3
1,942.3 1,987.3
16. INVESTMENT PROPERTIES 16. ImEY) X
(in HK$Million) (B¥BHERL)
Cost 2%
At 1st April 2004, originally stated ZETOFMA—H - UESIER -
Reclassification adjustment from changes MG HIE RS E miED
in accounting policies RES| T 5,014.9
At 1st April 2004, restated —ZETFMA—H - &3 5,014.9
Addition NE 215.1
Written off/disposal i = (10.6)
Transfer to housing inventories BAEFFE (307.6)
At 31st March 2005, restated “EETRF=-A=+—8 " =7 4911.8
Addition NE 118.8
At 31st March 2006 “EERFE=-A=+—H 5,030.6
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16. INVESTMENT PROPERTIES (continued) 16. REY = @)
Depreciation and impairment HERREE
At 1st April 2004, originally stated ZEENFEMA—A - LRSI -
Reclassification adjustment from changes MR E /R miED
in accounting policies SOERZIEEES 1,360.8
At 1st April 2004, restated —ETMFMA—H - F 1,360.8
Provided for the year NEEIE 1071
Impairment loss VERIEREES 240.5
At 31st March 2005, restated —ETRF=A=+—H "  £%| 1,708.4
Provided for the year NEEE 110.8
Impairment loss PERIEEEES 2.4
At 31st March 2006 ZEERF=A=1+—H 1,821.6
Carrying values AR FHE
At 31st March 2006 —EERF=ZA=+—H 3,209.0
At 31st March 2005, restated —ZETRF=RA=1+—H " &7 3,203.4
Fair values AREE
The Housing Society’s investment properties are mainly rental estates FEEHENIREMEF B EEBUNEH AL
built on lands granted by Government, and Government had included FEZNEAEL - MBATELH TS
into the land grants terms and conditions governing the sale and rental ARSI E Y HE RASH RN - Sk
of the properties. The fair values of the properties cannot be reliably REMEN R A EBEEATEZM A RER S
assessed because (1) Government may or may not consider giving HE () BT EEEHEHER
approval for the Housing Society to sell any or all of its rental estates; EfIsk 2 EBLEDZE ¢ (2)2F A AIELLERA
(2) there is no comparable market transactions to provide references; mER 5 Q) MRRAANHERES -
and (3) concessionary rents are charged to tenants of the public rental
estates.
Impairment AR
During the year, rehabilitation works were embarked to improve the REEEMERREMENEEEREMIED
living conditions of two rental estates. It is estimated that the cost FEIFTTIZ - SN TR B AR R HHIER
incurred on one of the estates will not be fully recoverable from its future SHE - BEEDAE a0 +EThRER
rental income, and an impairment loss of $2.4 million is recognised. In K- R-_ETERAFAMBYERTHEET
2005, impairment loss of $240.5 million was recognised in respect of EmERAZBRERRSBE _EBONTERT
two other estates which were rehabilitated and redeveloped. BT °
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17. INVESTMENTS HELD-FOR-TRADING AND OTHER

J
:ZE
_I_ﬁ-
pillé
I
Bl
%
M
A%
X
\

J

&
:
plllks

INVESTMENTS
Investments
held-for-
trading Other
FHEER Investments
R#igE Hig&
2006 2005
(in HK$ Million) (BEBEET)
Listed debt securities in overseas BN ETES 4,118.0 4,159.5
Listed equity securities FIRAES
Hong Kong BB 990.8 792.0
Overseas pisEIN 2,718.2 2,009.5
3,709.0 2,801.5
Deposits TR - 126.5
Accounts receivable in respect of sale &R A EUGRIE
of investments - 1,480.0
Accounts payable in respect of purchase BARE ERFIE
of investments - (1,691.2)
7,827.0 6,876.3
The investments at 31st March 2006 are denominated in the following HEZZEXREF=A=T—HANKRENUTIE
currencies: MEiEE
US dollars E 5,029.5
HK dollars Vot 990.8
Euro (¢ 890.4
Japanese Yen =] 293.8
Other currencies Hib B 622.5
7,827.0
The fair values of the above investments are determined based on the KA B AR BETIREEBR SR TS
quoted market bid prices available on the relevant stock exchange. RBRERIORTE °
The increase or decrease in fair values at balance sheet date are REZE A AR BEL NSRS B REEL -
unrealised and may fluctuate subsequent to the balance sheet date D’F’%‘%* BiEH M RBmESE -

subject to subsequent market movements.

RZZEZNF=ZA=+—H" ' @KERS

As at 31st March 2006, deposits of HK$82.1 million, accounts receivable MERBENT_E—T&8T  BRERS
of HK$1,043.6 million and accounts payable of HK$1,166.4 million in B+-ENT=a T8I RkEMEFEE
respect of investment transactions are included in the relevant items T—EARTAREE+ETEHIBINAREE
under current assets and current liabilities. ERREBAFEERR °
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18. LOANS RECEIVABLE 18. BIRE K
Loans receivable represents the second mortgage loans granted to the BRERNEEHEREEFTERMRENSE
flat buyers and interest free loans granted to home owners. “EBERRAETRENREBER
Carrying Values
REE
2006 2005
(in HK$Million) (B¥EET)
Second mortgage loans FIRIBER 422.9 707.4
Interest free loans REBERK 10.5 -
433.4 707.4
Less: impairment losses B OREERK 24.6 32.7
408.8 674.7
Representing: FrEAERE:
Due within one year —FREH 4.2 20.6
Due after 1 year, but within 2 years —FEZFRIH 6.0 205
Due after 2 years, but within 5 years ZEERFREE 52.1 86.0
Due after 5 years TRFLAESIER 346.5 547.6
Total due after 1 year —FLAE B B RE 404.6 654.1
408.8 674.7
The fair values at 31 March 2006, and interest rates applicable to the BREFN TR TNEANFERR=
loan receivables for 2005/06 are as follows: TERNFEZA=T—"HOHRAREBENAT :
Contractual Effective
interest rate  interest rate Fair value
BRI = BHMx NREE
(in HK$Million) (BEBRETT)
Second mortgage loan EIRBER Prime rate 4-12.5% 417.8
REEF %
Interest free loans R BEX 0% 14% 10.5
428.3
The fair values of the loans are determined based on the present value EWERNARBERSUGEE AMSHREEIR
of the estimated future cash flows discounted using the prevailing HPNARKREEN GRS MEMARE

market rate at the balance sheet date.
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19. PROPERTIES UNDER DEVELOPMENT FOR SALE 19. fEHERENER DY

2006 2005
(in HK$Million) (BE®HETL)
Balance at beginning of the year FHHEER 1,632.1 508.8
Additions during the year AN 706.3 1,090.7
2,338.4 1,599.5
Add: Write-back of expected loss N AEEERIE B T TR ETEER
on completion of developments BRER 7.3 326
Balance at end of the year FUREEH 2,345.7 1,632.1
The amount is expected not to be recovered within 12 months from the TER EX T e EE AR E 2 - =@A
balance sheet date. Al [E o
20. LOANS FROM GOVERNMENT 20. BIFERK
2006 2005
(in HK$Million) (BEEET)
Loans from government repayable BN EFIRA T HREE
Within 1 year —FR 6.1 6.4
After 1 year, but within 2 years —FERFA 5.0 6.1
After 2 years, but within 5 years MEERFNAN 10.5 12.0
After 5 years AFEAE 68.1 716
89.7 96.1
Less: Amount due within one year B BRERSAEEE A
included in current liabilities B —FEREIEE R 6.1 6.4
Amount due after one year — 12 B AR KR 83.6 89.7
Representing: FIEAERE:
Interest free RHE 85.7 89.2
Interest bearing at 5% per annum Pt o [ 4 ) 4.0 6.9
89.7 96.1
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20. LOANS FROM GOVERNMENT (continued) 20. BUFE R
The loans are repayable by 480 equal monthly instalments from the NEERNERMAERBESME N\ +H
draw down date. EREHEN
The fair value of the loans at 31st March 2006, determined based on BIELEE AN TEFREEE L FERMERK
the present value of the estimated future cash flows discounted using Rense  HRZZEZF=A=+—H2Z
the prevailing market rate at the balance sheet date, is HK$56 million. AREEABERAT BET
21. PROVISIONS 21. 45
Provisions
for warranty  Provision for
of sold Building
Property loans and  Management
development bank and
and guarantee  Maintenance
rehabilitation HERF Scheme
costs BERIRER REERE
MEBRR RITER Nigg Total
BIEKAR RE &ABhEtEl k]
(in HK$Million) (BEAET) (i) (i) (iii)
At 1st April 2005, restated “ETRFMYA—A - £ 326.4 182.0 - 508.4
Amount provided REEE 154.5 - 13.9 168.4
Amount reversed AR O] (99.2) (103.9) - (203.1)
Amount utilised EEASE (50.9) (17.6) - (68.5)
At 31st March 2006 ZEERF=ZA=1+—H 330.8 60.5 13.9 405.2

(i)  Provision for property development and rehabilitation costs was made for (i) EZHR REERNREER BMENRTHL

the remaining work to be carried out for the completed sale properties 2EMAEL %M - REBH B X HIRFH 2R BER
and investment properties, which was expected to be incurred within K= B8 B8 B AE -

the next three financial years.
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21.

(ii)

(iii)

22.

23.

PRO\/|S|ONS (Continued)

Provision of warranty for sold loans was made for the sale of loans
receivable with a warranty clause that required the Housing Society
to bear part of the loss incurred by the buyer in the event that the
borrowers were in default and administration charge waived by the
buyer for early redemption of loans. The warranty will expire after seven
years from the dates of sales.

Also, in relation to the sale of its properties, the Housing Society
has requested a number of mortgage banks to grant the purchasers
mortgage loans up to above 70% of the price of the properties. Provision
for claims in the event of default was therefore made to indemnify the
banks for losses arising from the request, and at 31st March 2006, total
contingent liabilities in respect of the guarantee are estimated to be
approximately HK$1,035.9 million (2005: HK$1,035.9 million, net of
provision of HK$29.1 million).

Under the Building Management and Maintenance Scheme, eligible
applicants will be granted with financial assistance when they satisfy
certain criteria. Provision is made when the applications are approved.
Related payments are expected to be made within next 12 months.

HOUSING INVENTORIES

Housing inventoriesin the sum of HK$3,148.2 million (2005: HK$3,233.7
million) are expected not to be recovered within the 12 months after the
balance sheet date.

FAIR VALUES OF FINANCIAL ASSETS AND

FINANCIAL LIABILITIES

Except those otherwise disclosed in the financial statements, the fair
values of other financial assets and financial liabilities at 31st March 2006
approximate to their corresponding carrying values.

21
(ii)

(iii)

22.

23.

. Ef5w

BFERRELEFEREDHENEFTER
EERATREEE TS HRIRAMESRTES
MITER - BEY @%ﬁfﬁaiwﬁ?@%ﬁﬁ{’ﬁﬁ

H2E o ERENHEERB CFRELL -

FEHEGERRITA/EELNMENE T
HRELKIA L2115 - 2R RERRTT
RERMmMAAENER - R-_FERF=A
=t+—RB  AHERIREERHE=TAME
NTET(ZZTRF : AHKRCREFAEE
“TABE—T8LE  AOREETHE=TR
BATET) °

BFEEREECEDTERAERNBHBAR
HERNIHED  ERREILZRE  HE
EpeEEERE YeRERT AR
XA e

BFiFE

EHRE= T ENT A= +ET(-2E
E BE=t - E=T=EL+E1T) 0L
FERTRET—EARKE -

HEZZTNEF=RA=+—HNMBEERY
BRBENAABENESNEREEE B
PSR EAL T HIMREHIFRID -

BEREHE
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24. CASH AND BANK BALANCES
Cash and bank balances comprise mainly bank deposits with maturity
of three months or less. At 31st March 2006, the deposits carry an
average interest rate of 4.3% per annum.

25. MAJOR NON-CASH TRANSACTIONS

During the year, the Housing Society granted second mortgage loans to
flat buyers amounting to HK$2.9 million (2005: HK$222.7 million) upon
the sales of properties.

26. COMMITMENTS FOR PROPERTY DEVELOPMENT
AND IMPROVEMENTS
At the balance sheet date, the commitments in respect of properties
under development and rehabilitation work which have not been
provided for in the financial statements are as follows:

(in HK$Million) (BE¥EET)

Contracted for but not provided for BENERELBENTE
Authorised but not contracted for BAZEMRELNN TR
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24,

25.

26.

BERIBITHEER

RE RRTHEBEZRREELR =@ A NEIEH
MERITER - BE_TTF=A=+—8"
FIEFERFNE /BN ZUE= -

FEFRERS
REEFEEHEN L EMER RIEFTERRM
EoRBERABE_ANtER(ZETR
F o BEE_B=-T-AL+81) -

MR R L E AR

REE B BBERTYEMBTEEBIERA
AREEE SRR D

2006 2005
274.0 73.2
2,908.4 3,405.2
3,182.4 3,478.4




27.

OPERATING LEASE ARRANGEMENTS

At the balance sheet date, the Housing Society had contracted with
tenants for future minimum lease payments under non-cancellable
operating leases in respect of rented premises which fall due as

follows:
(in HK$Million) (B¥EET)
Within one year —FR
In the second to fifth year inclusive MERFNA
After the fifth year AFUE

28.

Majority of the leases are negotiated for terms ranging from two to
three years. Rentals are fixed over the lease terms.

RETIREMENT BENEFITS SCHEMES

The Housing Society operates two defined contribution retirement
benefits schemes, namely, Occupational Retirement Scheme and
Mandatory Provident Fund Scheme, for all qualifying employees. The
assets of the schemes are held separately from those of the Housing

Society in the funds under the control of trustees.

The retirement benefits cost charged to income and expenditure account
represents contribution payable to the funds by the Housing Society at
rates specified in the rules of the schemes. Regarding the Occupational
Retirement Scheme, where there are employees who leave the scheme
prior to vesting fully in the contributions, the forfeited employer’s
contributions are used either to reduce future contribution or to pay the
trustee’s administration charges or to distribute to members who are
entitled to such distributions under the rules of the scheme.

28.

7. EEMOLH

REEE  EEREREMFHEHHEAYE
B R AT UK SR - R TRIBIRR R A
HEWA -

2006 2005
199.1 173.5
217.6 232.6

= 0.2
416.7 406.3

AW ANERA=E
EEEER °

=% - HAOHAHHE

RS RN
EEGRARAAESREREARTHIR

REFT8 - DRI RBERARE B SR HIEATE
Titd - ZFFEMEEREEHENEE

TIDRFAE - UFRNBEELEEAREENE

FTABAE HBRR R KB EIHRAE E
SIRFTEIFRRIFTIE E L R i A O 5K o BEBR
ERREE - WEBR2EENZAENKE
FIRTIR EFZET & - H02 UURE = ST A RSREBR
FEEREEMMARRMER - sk HEEATTH
BR - SRR EHER D BLAA 2 Bt EH 2R
B8 -

BEREHE
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28. RETIREMENT BENEFITS SCHEMES (continued) 28. BARSITRIETE a)

2006 2005
(in HK$Million) (BEBET)
Contribution (net of forfeiture) charged ERAMA T HERAR
to Income and Expenditure Account (B R W SR #3k 23.1 22.9
Utilisation of forfeited employer's R EEHFAR
contribution for:
Deduction of employer's contribution BRRIE R 1.5 2.3
Payment of trustee's administration charges XAHEFEAITHER 0.4 0.5
Distribution to members D2 EAENES - 0.1
1.9 2.9
Balance of forfeited employer's contribution REE RRERERIK
not utilised at the balance sheet date B ftREEH 3.4 3.9

29. GOVERNMENT CONTRIBUTION AND ASSISTANCE

(@) Concessionary land premiums

29. AT EEL R 2B
(@) EEHHES

Since the incorporation of the Housing Society, a number of sites
have been granted by the Government under lease terms to facilitate
the provision of housing to low to middle income families or elderly.
Depending on the nature of the land grant, special terms and conditions
are incorporated in the Condition of Grant to restrict the user of the
land and alienation of the property.

Subject to these special terms and conditions, sites developed for public
rental housing purpose are granted at one-third of full market value;
sites for building flats for sales to eligible families at concessionary
prices are granted at half of full market value; sites for developing rural
public housing and senior citizen residence are granted at nominal or nil
premium.
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29.

(a)

(b)

30.

GOVERNMENT CONTRIBUTION AND ASSISTANCE
(Continued)

Concessionary land premiums (Continued)

At the balance sheet date, total carrying value of the above lands
including related acquisition costs was HK$2,179.6 million (2005:
HK$2,082.0 million). Relevant costs were grouped under prepaid lease
payments and housing inventories.

During the year of 2006 and 2005, no land premium was paid to the
government.

Loans from Government

Some of the developments mentioned above were partly financed by
loans from the government. Interest varies from zero to 5% per annum.
Details of the loans are set out in Note 20.

PREMIUM FOR FLAT-FOR-SALE SCHEME

In respect of premium payable by Flat-for-sale Scheme owners, the
Housing Society received on behalf of the Government HK$63.2 million
(2005: HK$48.5 million) during the year. Of this, HK$65.8 million (2005:
HK$45.9 million) has been paid to the Government, leaving HK$ 1.8 million
(2005: HK$4.4 million) to be settled after balance sheet date.

29.

(@)

(b)

30.

BT RN B )

BERIBER )

REER - 2t A ER AN REE
BEREE _t+—RBEThBATEL(CZE
IF - BE_TRNAT-AET) - HENK
AEIARENBEERXRETHFE °

RZZBERFR_ZZRF  FEHEIRE
HE T IRAT

BUFER
EER—FONERERRHRFHEER
T NEHFENEXBEDZEERFE - BFG
AFIRPEE =1

TERENEETHE
BT R e B TR R
RAEER - BEGRKBTA LRSS
AT=BE-HBTE(—ETETRE  BENTAE
PHHET) - RFERATEANTET(=
TERE ARNTEANHET)EREK
B SREE%-BEN\TET(CTREF B
WP E ) RS E B R -
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31. RELATED PARTY TRANSACTIONS

(i) Related party transactions

3. BRAEALTZR S

During the year, the Housing Society entered into the following

material transactions in the ordinary course of business with related

parties which comprise the members of Supervisory Board and

Committees, Government and Government related organisations and

key management personnel:

Nature of transactions RHMEE
(in HK$Muillion) (BEBHETT)

(a) Government and other (a) BUN R E BT H#1eE
Government
organisations

Income from Private Sector AALEHIESHEBIRERE N

Involvement Scheme HASIRE R ET EIEVS
WA
Expenses on Urban Renewal MEEZEEITH
Scheme
Mixed Development BREERE
Receipt on behalf RUUEA
Repayment BE
Premium for Flat-For-Sale FEHEFEEFTHE
Scheme
Receipt on behalf AUUEA
Repayment BE
Loan repayment BEBNER
Loan interest B ERF E
(b) Others (b) EAh
Construction works BETE
Professional fees BEEXEH
Others At
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() BREEALZRS
AEEFEHSHR - LESERETGNE
8 BT KRBT ERA#EREZTHAE - B
HEEXBHEANETATERRS :
Amounts due from (to)
Transactions incurred related parties
during the year at year end date
WARERE RE LU (FEL)
EENR S s 77 SR EE
2006 2005 2006 2005
443 87.6 15.0 26.5
29.7 15.4 - (1.0)
- (175.2)
1,186.9 633.3
1,362.1 492.4
(175.2) 140.9
(1.8) (4.4)
63.2 48.5
65.8 45.9
(2.6) 2.6
6.4 8.2 (89.7) (96.1)
0.3 0.4 - -
54.3 62.9 (21.5) (13.6)
- 73 - (0.9
4.0 3.2 (0.2) (0.6)



31.

(i)

(ii)

32.

RELATED PARTY TRANSACTIONS (continued)

Related party transactions (Continued)

In addition, the Housing Society awarded a number of contracts with an
aggregate amount of HK$3.4 million (2005: HK$20.8 million) to related
parties during the year.

Emoluments of key management personnel
Figures as disclosed in Notes 11 and 12 above.

SEGMENT INFORMATION

Segment information is presented in respect of the Housing Society’s
business segments as primary segment. Since the businesses of the
Housing Society are entirely conducted in Hong Kong, geographical
segment information is not presented.

Business segments

The Housing Society has the following main business segments:

Property sales — Property development for sales

Property leasing — Subsidised domestic leasing and commercial leasing

Property management — Providing building management service to
private and public housing estates

Home financing — Granting loans to buyers of domestic flats

Investments — Purchases and sales of equity and debt securities, and

placements of time deposits

31.
()

(ii)

32.7

ERAEBEALZRZ @
BEEALTZRS ()

o AREEFEEH S HIEHBEBE S
—EE%%(_??}EE BE_TENTE
TEERABHH

EReElE T —Rkt=2%-

DEER
DREHNEFERUEERENEK D EMR
2. AEEHTNESEENEBEIT - Bm
RA TR DB ERYIER o

E Pk

FEWEEIEDBREBKERE

MELE - BRYMEFELERE

MHEEE - HIEEBEEREEDE

YMEERE - ALARAKEDBRHRET
IR R

BFRE - ERGREEER

RE - BERSFREFREHER

BEREHE

—ocoxxxs 141



Financial Statements (continued)

B &R TR )

NOTES TO THE FINANCIAL STATEMENTS (continuesy B F& R 3% M1 5T a0

for the year ended 31st March 2006 #Z =TZENF=H=+—HILFE

32. SEGMENT INFORMATION (continued)

Segment information about these businesses is presented below:

(in HK$Million)

Revenue
Revenue
Other income

Total

Operating result

Segment result

Unallocated expenses
Finance costs
Corporate and other expenses

Net surplus

(in HK$Million)

Segment assets

Segment liabilities

Depreciation of property and equipment
Depreciation of investment properties
Amortisation of prepaid lease payment

(Reversal of impairment)/ Impairment on
loans and other receivables

Reversal of write down of housing
inventories / properties under
development for sale

Impairment loss in respect of investment
properties and provision for
rehabilitation work

Net gain on investments

Capital expenditure incurred during the year

Cash inflows / (outflows) from:
Operating activities

Investing activities

Financing activities

Total
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32. 7 EER @
A EEBRO D EERBRYIANT ¢

Property sales
mELE

2006 2005

(restated)
(E31)

56.7 2,457.9
2.6 50
59.3 2,462.9

331.2 314.1
Property sales Property leasing
7/ Junk=3 MEHRE
2006 2005 2006 2005
(restated) (restated)
(&) (&%)
6,428.2 5,107.2 4,491.6 5,057.8
449.1 680.8 414.4 441.6
1.5 1.1 71 14.9
110.8 107.1
44.5 44.4
- - 0.3 0.4
3225 88.0 - -
91.7 240.5
0.5 1.9 120.9 215.9
(1,002.2) 965.0 495.2 508.9
(18.7) 1.9) (113.6) (215.9)
(1,020.9) 963.1 381.6 293.0




Property leasing Property management Home financing Investments Total
YEBRE MEERE EFRE & wE
2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
(restated) (restated) (restated) (restated) (restated)
(&31]) (E31) (&%) (E31]) (E71)
872.1 864.6 56.8 99.7 324 35.6 - - 1,018.0 3,457.8
1.4 10.8 8.2 8.0 - - 1,067.9 517.0 1,090.1 540.8
883.5 875.4 65.0 107.7 324 35.6 1,067.9 517.0 2,108.1 3,998.6
168.3 22.8 17.8 134 31.4 28.5 1,035.7 496.3 1,584.4 875.1
(0.3) 0.4)
(132.8) (47.3)
(133.1) 47.7)
1,451.3 827.4
Property management Home financing Investments Unallocated items Total
MEER EFRE 1”& RHBLIEB 4R
2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
(restated) (restated) (restated) (restated) (restated)
(&%) (E31) (8%1) (E751) (8731)
15.2 29.8 407.8 674.7 15,379.1 13,674.6 314.8 304.3 27,036.7 24,848.4
8.2 9.1 168.5 202.0 1,058.9 29.1 170.2 169.6 2,269.3 1,532.3
0.2 0.4 0.1 - - - 37.1 11.8 46.0 28.2
- - 110.8 107.1
0.5 0.5 45.0 44.9
- - (1.5) 6.6 - - - - (1.2) 7.0
- - - - - - - - 3225 88.0
91.7 240.5
- - - - 706.2 347.9 - - 706.2 347.9
0.6 0.1 - 0.1 - - 42.9 17.3 164.9 235.3
46.4 67.1 225.1 110.8 (18.0) (10.0) (174.1) (52.8) (427.6) 1,589.0
(0.6) 0.1) 243.5 28.3 (115.7) (1,406.7) 41.2) (15.5) (46.3) (1,611.8)
- - - - - - (6.4) (8.2) (6.4) (8.2)
45.8 67.0 468.6 139.1 (133.7) (1,416.7) (221.7) (76.5) (480.3) (31.0)
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