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uring 2006/07, our property development activities continue

to focus on several key areas. These included urban renewal

comprising redevelopment, revitalisation and preservation
projects, support for our Building Management and Maintenance Scheme
(BMMS), and the redevelopment and rehabilitation of our own estates.

Within the scope of these activities, we formulate planning strategies
which include exploring new areas of development, evaluating new
projects and their feasibility, and identifying suitable sites for development
or other relevant opportunities. This is followed by building and
construction, which in turn is followed by appropriate disposal. As an
integral part of an on-going renovation programme, the Housing Society
has earmarked HK$700 million to upgrade estate facilities between 2003
and 2008.

Planning and Construction

The Housing Society’s participation in urban renewal and redevelopment
projects in Sham Shui Po and Shau Kei Wan, as well as projects through the
BMMS, have received full support and recognition of the Government and
the community for our continuous contribution. Six of the seven former
Land Development Corporation’s projects proceeded as planned to the final

Before rehabilitation fﬁigﬁﬂ

| After rehabilitation ?’Eﬂ%&]
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Elderly flats are provided on the low floors for the elderly residents.

EEEIEHRE BT -

site clearance stage, with demolitions being carried out in stages. Whenever
these projects take place, we continue to reinforce our pioneering role of
project management and care for the environment.

During the construction phase, noise and dust on-site, as well as energy
and water consumption, waste and transport, are the most significant
factors to impact on the environment. Being accredited with ISO 14001
in housing development, the Housing Society has a comprehensive
Environmental Management System in place for our site operations. We
also implement the Hong Kong Building Environmental Assessment
Method (HK-BEAM) and the 5-S System to adhere to best practices. Our
objective is to reduce the amount of waste generated on construction
sites, increase the degree of recycling, and step up the collection of
useful waste and the recycling of parts of demolished buildings.

Major projects completed include the rehabilitation of Moon Lok Dai Ha
and renovation of the vacant flats for the elderly there. The comprehensive
programme was carried out at a cost of HK$160 million and covered
improvement works on the external walls, corridors, lobbies, elderly
lounge, children’s playgrounds and power supply facilities. Additional
lifts, security and fire prevention systems were installed, while pipes and
wiring were replaced. To provide a greener environment, the courtyard
and neighbouring area were landscaped. Any vacant units were also
renovated before re-letting. These improvements, aiming to improve the
quality of living, have been well received by the tenants.

As always, with a particular concern for the elderly in view of the ageing

population in the estate, a number of units at the ground level have been
designated as flats for the elderly based on the “universal design”
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minimise environmental impacts.
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The SEN scheme offers a quality life style for the elderly. Cho Yiu Chuen Commercial Arcade will be refurbished
[RELEFLE | EEFFBRERAEBGEE - along a health theme.
HZEWHGAE— 1A R R BEAIE S -

concept that supports “ageing in place”. This translates into customised HEM—EHB+HBEEIRENFTE - REE

facilities such as extra large light switches and handrails in toilet facilities.  #AQAEL - BR[| BEZZE | s

An elderly lounge featuring gymnastic equipment, TV and computer on-  MA[ @A JMRA) - SR o @

line service was also built to provide a cosy environment for the elderly i - ZRHNEE 4RI SR ET AV A& B I 28 5

residents to relax and expand their social network. KFEERE - HRERE - ﬁﬂFﬁDTﬂDET
—ERERH I - EREEM LHER

It is not only our residential properties that undergo renovation and HEEKEE - E%E%E*ﬂﬁi@ﬁ’\ﬁﬁiﬁ

upgrading. To enhance the competitiveness of the commercial portfolio  SHE TR (LRI A4S -

of rental estates, a thematic design featuring health and specialty cuisines

for Cho Yiu Chuen and Lai Tak Tsuen has been completed. Renovation HMITEAEEFEMEETHILRET

works will soon be concluded and anchor tenants will be secured to tie 2+ ARALHAETAFSEENHRF

in with the thematic concept. 71 BAIIRTERK T AR R EE RS
Fit - ARIARBREAERREE - B
MIRAK TR BMLEES EER
2 SEMEER S -

Developments Completed EZERK ¥ RER

(as at 31 March 2007)

(B2 —FF+F=H=14—Hi)
(0]
%o

51%
17%
15%

Senior Citizen Residences Scheme
[RERREE | EEE (576)

Rental Estate
HAAETE (31,090)

No. of Units
BRHE

Flat-For-Sale Scheme
FEEE5E (10,360)

Sandwich Class Housing Scheme

L EEREE# (8,920)

Urban Improvement Scheme
mERsEs+# (5620)

Full Market Value Development

TEEREIER (3,146)

5%
2%

Rural Public Housing
MERHFEE (1,198)
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Sales and Marketing

The residential market went through a consolidation period during 2006,
both the transaction volume and prices of the residential market was
broadly stable. At the same time, the second-hand market transaction
volume showed a steady improvement, suggesting there is a demand at
the current price level.

In line with the Government's decision to resume the sale of Home
Ownership Scheme flats, the Housing Society made available for sale
576 units in two blocks of Kingston Terrace, a Flat-For-Sale project in
Tuen Mun. These units range in floor area from 614 to 896 square feet.
The launch of the sale has received strong responses from the potential
purchasers, with all the units being snapped up, and new homeowners
have started moving into their new residences.

Comprising four 41-storey blocks, Kingston Terrace provides a total of
1,152 units in a quiet and tranquil setting. With residents’ comfort at the
forefront, the development features a residents’ clubhouse complete
with gymnasium, table tennis room, reading room, children’s playground,

landscaped podium and barbecue pits.

Kingston Terrace boasts a rare clubhouse for its residents.
REREEERH  BEABYFEFE -
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Property

Management
e S

roperty management, to the Housing Society, involves a great

deal more than simply keeping the hardware in good condition.

We believe the Housing Society differentiates itself from the
property management sector by the type of services we offer and the
way they are delivered. To achieve our goals, we continually monitor and,
wherever feasible, upgrade services.

Commitment to service quality and customer care has long been a
tradition of the Housing Society’s management culture. To maintain our
management services at the highest possible level requires total
commitment from staff at all levels. Senior management regularly visits
our estates to communicate with frontline staff. This approach has
helped us to develop a culture of nurturing and provide staff with an
opportunity to share experiences and ideas. We are proud that many of
our frontline staff are on first-name terms with our tenants and take that
extra step of “contributing with a heart”. Indeed, our annual tenants’
survey revealed that about 90 per cent of our tenants are satisfied with
our management services.

MJ FEwmE  MEEETERER
i%%%ﬂi&{%%ﬂ% - HPRES

BT R RBAB MR - £
BMBERNRMEEET ISR E - HAT
TERERBERRBERITRBKF - A
EHEMNBR -

BAORKEEREMEREY - EFHN
BREEN - BT RSNYEEER
BKT BRE2BEINZEBERA - 2B
EEANBERRSETER  EpRET
Bl APRYBEXL UHKETHF
KEREkEROKE HMARZAKRETE
BEAPRE - ARFEN  RBEHT AL
RBEOTIERE  HMSIARM - FEH
b BFEETHHEHPEREERR A
DZNTEMAFH RPN E RS R

mE e

Population of Properties Managed by the Housing Society B EEYMEHNEFAD

(as at 31 March 2007)
(BE-FZE+F=A=+—Hi)

Ml 4,706

I /521
B 13,987

1731

H 3,078

66

Hong Kong Housing Society K Annual Report 2007

Rental Estate
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I Rural Public Housing
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Urban Improvement Scheme
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Flat-For-Sale Scheme
FEBETE

Sandwich Class Housing Scheme
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Senior Citizen Residences Scheme
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Full Market Value Development
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PMAC staff offer technical support to building owners.
[ ELZZHF L B8 T FEEFEHRFENZIE -

Housing Society strives to provide quality property management
service to its residents.

Management visit elderly tenants to show our care.
EEERIRELFUTRE -

EHEOBELIERER YR EERE

Currently, the Housing Society manages 32,288 domestic rental units in
20 rental estates, 97,207 square metres of non-domestic premises and
9,072 car parking spaces. Property management services are also provided
to 27,691 units in 31 managed properties, and 13,081 units in three
contracts under the Tenants Purchase Scheme. For the 10" year in
succession, the Housing Society has maintained a rent freeze and the
rental payment for February 2007 was waived, benefiting about 100,000
residents living in these units. Within our commercial portfolio, we continue
to strive to maintain a low vacancy rate and a reasonable rent level.
Meanwhile, to improve the living standards of residents, regular
inspections of our own estates are carried out and, depending on the
extent of the work needed, followed up by maintenance, renovation,
rehabilitation, or if necessary, redevelopment.

One such highlight of this commitment is the Moon Lok Dai Ha
rehabilitation programme. While the rehabilitation of Moon Lok Dai Ha
was completed toward the end of last year, improvement works have
also begun in a number of other estates. Among these are the two-
phased redevelopment cum rehabilitation project for Kwun Lung Lau
and Yue Kwong Chuen, as well as the rehabilitation of Ming Wah Dai
Ha, Lai Tak Tsuen and Cho Yiu Chuen.
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Regular ma/nrenance Works are carr/ed out to
upkeep estate facilities.

EHETTHETIE

Business Operations %4557
Property Management #3458t

Staff exemplify caring service in every position.
B T TRl B R 2 H R 118
" RIFE TR I R AT ©

Quality and Care

To ensure our quality and care service continues to meet the highest
industry standards, the Housing Society utilisesanumber of internationally-
recognised quality and performance control tools. One of them is the 5-S
standard, which is a structured programme designed to achieve a cleaner,
safer and ultimately more comfortable living environment. Twelve rental
estates and managed properties, as well as our Applications Section and
eight PMACs, have received 5-S certification so far. Reinforcing the fact
that all of our estates meet international standards of management and
care, they have each received ISO 9001:2000 accreditation.

In addition, the Property Management Division, Lai Tak Tsuen and Tivoli
ISO 14001
management. Our estates received over 360 management service

Garden have received certification for environmental
certificates and awards, including I1SO and 5-S certification, energy
efficiency, water quality, cleanliness, environment-friendly and good
housekeeping practices, Gold Wastewi$e Logos as well as volunteer
services. However, mindful that there is no room for complacency, we
will continue to raise our service standards through monitoring and the

use of systematic controls.

Our dedication to service quality and customer care is not only recognised
and supported by residents, but also by a number of award schemes,
including the prestigious awards in the Quality Building Management
Competitions 2006/07 jointly organised by the Home Affairs Department
and the 18 District Councils. The Housing Society continued to build on
its past success by securing awards for seven housing estates. Bel Air

68

Hong Kong Housing Society K Annual Report 2007

Security staff on guard in estate lobbies.
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Heights and June Garden won the team championship, while Jubilant
Place, Cronin Garden and Lakeside Garden were awarded the bronze
prize. Bo Shek Mansion and Tung Tau (Il) Estate were granted merit
awards.

Anumber of rental estates and managed properties were also commended
in the Good Housekeeping Promotional Campaign 2006, organised by
the Occupational Safety and Health Council. Hollywood Terrace won the
merit award while Highland Park, Chun Seen Mei Chuen, Lok Man Sun
Chuen and Jat Min Chuen received certificates of merit.

While we appreciate recognition from independent bodies and
organisations, we also value the opinions of our tenants, who provide us
with valuable feedback. To encourage and promote two-way
communications, we organise regular meetings, home visits, a 24-hour
customer service hotline and tea parties. These efforts are designed to
exemplify the quality and caring service philosophy of the Housing Society.

In a further move designed to benefit our tenants, in particular the
elderly, we continue to provide services through our Elderly Resources
Centre as well as our Housing Society Community (HSC). Established in
2003, the HSC provides the organisation and structure for a wide range
of activities for our tenants and homeowners to participate in. The broad
range of activities include libraries, educational visits, workshops and
exhibitions, and a variety of charity and environmental initiatives.
Currently, about 36,000 residents are enrolled in HSC.

BREERILE | FhAkEE KAt
EETESEE - APt e REBEE
EREE  MATEE LFEERRREL
EESRE  MBEOKERRE WA
MEERLE -

FHETZELEEBRREDETES
HBEZE2RERI —TTRNFRIFTIE
SRR IR I ERT B | M ERRT - AP RFA
FEERERE MERE  BEEXN
LRI R AR RIS R o

BB B R EE AT R
e BERMESREFPMNESERER -
REE R INRIEF AR - BT S
meE  RITRARR - LRI =/

BEF RBRLE - ELBRRBREMFAS
HEEREERNRERE

RE—FPSHPRE  LHERREER
BPRLTEHEELREERT L | R

[BHhzR |- [EheR IR_EE=%F
BRI RAEAPRETIERZTLNED
BREEEZE  ARAUNZE - THES
RE  ULREASENEENREEE -
B DE =B RTZHEPERLRA
[EHhzRINEE -

Various activities are organised by HSC to foster
neighbourhood relations.

(B2 K] EBHRERZTH  ELEMHE

Housing Society promotes environmental practices among
the residents.

EHAEFHERR

Estates managed by the Housing Society are honoured in the
Quality Building Management Competitions.
EEENEA [EEAEEELLE | FEFET
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Staff and Support

Services
B TR 7 357 RS

Human Resources
s a non-profit community-focused organisation that believes in
“contributing with a heart”
included in this core philosophy. As our contribution to the
community continues to grow, so does our requirement to recruit more

, it is only natural that our staff are

staff to deliver and expand our comprehensive services.

Total headcount at the end of March 2007 was 1,040. Additional staff
recruited during the year have bolstered our Property Management
Division and strengthened our resources for various building management
and maintenance initiatives.

While staff turnover remains low compared to the industry average, we
are pleased with our ability to attract new talents, and in so doing
continue to invigorate our services.

Staff Progression, Learning and Development

We are fully aware that employees of the Housing Society represent
working results and the creative and enterprising delivery of our services.
To reflect the Housing Society’s belief that people are its core asset, our
vision in the field of human resources management is to continue to evolve
and develop knowledge, qualification development, positive motivation
and communication skills, as well as employee involvement throughout
our various levels of operation. On average, each staff member participates
in 4.2 days of training last year, representing 4,360 training days in total.

Headcount by Division &I &I A

(as at 31 March 2007)
(BE-TZE+F=A=+—HI)
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Year No. of Staff Division
Ffp BIHE il
10 37 81 14 ;;]oip%;tzgevelopmem
oans [ S S04
Property Management
YEER
10 41 88 15
Corporate Planning and Finance
osos [ I O S ety i
. 5 W Corporate Services
BEE
06/07 I | 040 g e piecors ofie
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Staff's Years of Service E TR EHA

(as at 31 March 2007)
(B2 —FTE+F=A=+—HiI)

Year No. of Staff
Ffy BI#AE

Years of Service

BRTS 45

Less than 1 year

DR—5F
139 137 181 148 234 55
1 -3 years
04/05 e 394 | e
186 182 146 151 255 58 I 3:-5%9_;5
8
0/06 I o/8 g o
AE+EF
163 270 94 182 269 62 20
- 20 years
oo [ S S 1,040 0
I 20 years and above
ZHFERALE

Understanding that deeds show gratitude and appreciation, management
rarely miss an opportunity to commend individual staff and team
excellence and show appreciation for hard work, team spirit, initiative
and adaptability. Our Smart Awards too provide an opportunity to
recognise the efforts of staff and encourage them to move further ahead
in work and personal performance.

It is partly through training and learning experiences that we are able to
ensure that our staff are informed of the Housing Society’s developments,
goals and priorities and implement them with confidence. Keeping the
communication channels flowing is another positive objective. On a
regular basis, members of our senior management hold briefing sessions
with staff at various levels. To this end, we strive to create a highly-
motivated holistic workforce that thrives on open channels of
communication. We have also developed online portals that allow staff
to log into the latest corporate activities and developments.

EEBHABRATEHRHLEBET
HHESERERRREENE TMEKRRK
BN - BB - RGN RERE
e - RPIMENIERE ] EEERT
R\ TEREBPIETERBEARR
FEHBRYFE  BifE—H -

S REBAEE T TREMNER - B
BREBEH X<HMBEFSLATI
e mE - HAMIBEETER SR
EEETEHRASEENE TRITHME -
BAVRIFFMABBRE R —
XEEEHNE TEEK - RMAKRZHH
U MBTIBEANTBEBHN&TERER
R -

Management forums are held regularly to enhance communications.
EHENER G SFENHEE -
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Managers attend a customer relationship management workshop to
enhance customer service skills.
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Total Training Man-days
ETEIBBH

Business Operations %4557
Staff and Support Services 8 T. %% # i #

(as at 31 March 2007)
(BZE—EF+F=A=1—Hi)

Training Man-days per Staff
BUBSTHEIBH

£ Ak ¥ e
ozo3 | 2,401 02/03
ozo+ [N ? O14 03/04
oros [ S,5/0 04/05
oscc I /040" o

06/07

I 4,360

* The increase for 2005/06 was mainly attributable to the provision of corporate-wide team-building exercise
—EER ENFEMIEEERHRAEEE TER NI IR

These open channels help us to understand staff needs and concerns
and also encourage suggestions for improvement. This process enables
us to strengthen communication and working relationships among staff
as information cascades through different levels of the Housing Society.

To facilitate management succession planning for the long-term
sustainability of the Housing Society, our two-tier Accelerating
Development Scheme (ADS) continues to grow in strength and attracts
positive feedback. Following the launch of the first tier of the programme
for senior managers in 2005, the second tier for managers and senior
officers was rolled out in 2006.

Currently, 17 staff members are enrolled in the ADS programme. A three-
fold curriculum has been designed to nurture holistic development for
the participants. In addition to offering consortium programme conducted
by reputable universities, which is designed to strengthen knowledge
and contemporary management skills, an individual development plan
with guidance from executive coaches has also been formulated. In
addition, regular meetings with senior management are organised to
help broaden the horizons of the ADS participants.

Reflecting the Housing Society’s commitment to quality service through
people development, two strategic programmes were launched during
the year. A group of 42 senior mangers attended a “Strategic Approach
to Improving Customer Service and Satisfaction” programme conducted
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A comprehensive training programme is arranged for staff The Safety Day promotes safety and health

awareness at work.

L [ErBc R - EEREREEE

engaged in BMMS activities.
RPH [BFEER IS5 FEAAEREZ AL -

Family Fun Day.
BTRFAE [RERSEH ) ZRHEELE -

by Professor Salvacruz of the Hong Kong University of Science and
Technology, while a series of “Leader as an Enabler” workshops were
organised for some 160 middle to first-line managers to enhance their
people management skills.

To prepare staff for new challenges, extensive training was also provided
for staff engaged in activities related to the Building Management and
Maintenance Scheme (BMMS) to ensure competence in every aspect of
the job. A comprehensive training curriculum focusing on “corporate and

7]

business induction”,

"o

professional knowledge”, “customer relationship”,
“business partnership” and “risk management” was developed. During

the year, a total of 19 courses were launched with 355 participants.

Staff Care

At the Housing society, we treat health and safety issues seriously. Believing
that healthy people are happy people and therefore perform better at their
jobs, last year we launched a Safety Management System website to
provide one-stop information about health and safety in the workplace.
We have also carried out comprehensive job hazard analysis and risk
assessment indices with preventive measures for different occupations.

Not simply content with assessing risk, we proactively promote ways of
avoiding risk through organising workshops that tackle topics like
“Managing Personal Risk”. A Safety Day was also organised to promote
occupational safety and health among staff and contractors. Taking this
one step further, our online “Health Corner” offers tips on maintaining
a healthy and balanced lifestyle.
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Business Operations %4557
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Housing Society strives to provide a healthy and green work
environment for its staff.
FHE 58 TR R RAR A TR -

The IT system is constantly enhanced to improve efficiency.
B2 BRI RGAFET TEAE »

The Management Information System is
recognised by a worldwide IT award.
[EHEEAFG EEPREAFHIER -

Recognising that health insurance issues are becoming increasingly
important, we have introduced a Portable Medical Scheme to provide a
more comprehensive health coverage. The scheme allows anyone who
reaches retirement age or decides to change career or move to another
company to continue with the medical coverage by paying their own
contributions.

Depending on the years of service, and providing a staff member who
has been in service for more than five years, the Housing Society will
introduce a scheme to increase the amount of employer contribution to
the Mandatory Provident Fund (MPF), from the mandatory five per cent
up to eight per cent. While not directly benefiting a staff member’s
monthly remuneration, the concept of receiving the benefit upon
reaching retirement age is very much in line with our mission to care for
the long-term well-being of our colleagues.

Where, on occasion, members of staff suffer from stress or personal
difficulties, they have access to a confidential external hotline number
where they can seek independent professional advice or counselling
without any involvement from the Housing Society.

We try to contribute to the well-being of our staff through different
social and sports activities for staff and their families. Activities like a
Family Fun Day, an Annual Dinner and outings were organised to
strengthen team spirit and cohesion during the year. We also aim to
uphold environmentally-friendly practices in our offices and operations
and encourage staff to contribute to a greener and cleaner environment.
Our efforts to maintain a healthy work environment has been supported
with “Good Class” standard Indoor Air Quality certification for both our
World Trade Centre Head Office and Dragon Centre Regional Office.
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Information Technology

Like any other forward-looking organisation, we rely on technology to
improve our operation and services. We also believe that by continuously
upgrading and introducing new user-friendly IT systems, we make the
workplace a more enjoyable experience for our staff.

Over the course of the last year, we have upgraded our Integrated
Property Management System (IPMS) to improve functionality and
efficiency. Upgrading our IT capabilities has allowed us to shorten
maintenance schedules and speed up information flows. A new Human
Capital Management System also allows our Human Resources staff to
handle their duties more efficiently.

The Housing Society’s use and willingness to implement new technology
has been recognised with the selection of our Management Information
System (MIS) as one of the 200 finalists among the 2,000 entries
worldwide competing in the IT Application System Contest organised by
the internationally-renowned Computerworld magazine. The MIS
normally takes more than 30 hours to complete the data extraction
process. The Housing Society is able to shorten the process to two hours
with a very efficient but low cost solution, allowing management and
frontline staff to make faster and better-informed decisions based on
up-to-date management information.

Investment in Information Technology &l R E

(as at 31 March 2007)
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Financial Managementand

Corporate Development

A B AR SRR

Strategic Focuses
fter carefully reviewing our current strategic focuses, Members
Aagreed that the Housing Society should continue to focus on
improving the quality of living in the Hong Kong community
through the provision of innovative housing and related services.

The four key strategies include building management and maintenance
for aged buildings; housing for the elderly; upgrading rental estates; and
urban renewal and city revitalisation projects.

To achieve our various defined objectives, appropriate strategies and
implementation plans were developed. To enhance the communication
of strategies within the organisation and to facilitate the alignment of
the organisation’s strategic focuses with operational tactics, a Balanced
Scorecard system was developed. As an NGO with a strong social
commitment, our Scorecard needs to focus on four main perspectives:
the provision of products and services to our identified customer sectors;
the financial strength required; the optimisation of the internal processes
to create and deliver the products and services; and the capabilities and
resources required by the organisation to do so.

Income Distribution for 2006/07 —EZ X /" E+tEEWA D

(as at 31 March 2007)
(BE-ZFZE+F=A=+—HI)
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To ensure the Housing Society achieves the defined strategic goals within
a reasonable risk exposure, the senior management recognised the
importance of taking a more comprehensive enterprise-wide view of
risk identification and risk management across the Housing Society’s
widespread activities.

Over the years, on an increasing level, the Housing Society has invested
significantly in implementing effective corporate governance initiatives,
internal controls and other risk management-related tools. To further align
with global best practices, a comprehensive enterprise risk management
framework has been developed. This comprises five key perspectives: risk
governance; risk assessment; risk quantification and aggregation; risk
monitoring and reporting; and balancing of risk and control.

Under the framework, key management and operational risks are
identified, evaluated, prioritised and monitored. Using a systematic
approach, the management fully intends to continue to proactively monitor
and manage the ever-changing risks faced by the Housing Society.
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Net Assets Value & 2E

(as at 31 March 2007)
(BZ—FEF+F=A=1—Hi)

Year  Net Assets Value (HK$ Million)
Fty EBEFE (B¥BET)

2003

2004

2005

2006

2007 |, 7 6,156

Financial Results

During the past financial year, the Housing Society has made an early
industry move by adopting new accounting standards, amendments and
interpretations promulgated by the Hong Kong Institute of Certified
Public Accountants. While the new accounting procedures have no direct
effect on the way the financial results of the current or previous
accounting periods have been prepared, the process does expand the
level of disclosure.

For the year ended 31 March 2007, the Housing Society’s business
operations incurred a small deficit of HK$8.2 million. This was before
investment income of HK$1,396.9 million. The deficit can be mainly
attributed to the implementation of a one-month rent waiver for
domestic tenants. Also, part of the deficit can be attributed to the
expansion of the BMMS and expenditure incurred from improving the
environment of our rental estates.

Riding high on the strong performance of the financial markets, the
Housing Society made HK$1,396.9 million of investment income during
the year, of which HK$572.2 million was unrealised gain. Overall, with
no further impairment of housing inventories and properties, the Housing
Society achieved a total net surplus of HK$1,388.7 million.
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Financial Management

As at March 2007, the Housing Society managed HK$15.6 billion in
investment assets. Due to robust growth in both the world and Hong
Kong economies, the Housing Society recorded reasonable returns across
all investment asset classes. For the year ended 31 March 2007, the
Housing Society recorded a cash return of 4.54%, fixed income at 7.1%,
equity at 21.4% and hedge fund at 12.88%. Compared with the overall
return of 7.24% on our investments for 2005/06, 9.5% was achieved
for the 2006/07 period.

The long-term portfolio, comprising equities, fixed income and hedge
funds, achieved a return of 18.35%, which outperformed the benchmark
by 30 basis points. Both our Hong Kong equity and hedge fund managers
did well and outperformed their respective benchmarks. However, this
was partly off-set by the under-performance of the global equity
managers and fixed income manager.

The return of the medium-term portfolio, a fixed income portfolio, was
7.32%, which underperformed the benchmark by 0.22%. Each of the fund
managers responsible for the medium-term portfolio underperformed by a
range of 0.02% to 0.52%.

By using the interest rate differential strategy between HK$ and US$, our
in-house short-term fund management team were able to capture
additional interest. For the year ended 31 March 2007, this strategy
accounted for an additional return of 35 basis points. Allin all, the short-
term fund achieved a return of 4.54%, which outperformed the
benchmark by 0.28%.
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Investment Portfolio for 2006/07 —Z2 T ZE+tEENKREALAS

(as at 31 March 2007)
(BEZ—FT+F=A=+—Hi)

(HK$ Million)
(BEBHET)

To ensure Housing Society’s investments are in line with the strategic
objectives, investment benchmarks are used to monitor the risks and
returns of the portfolios. Risk is further controlled through the investment
guidelines given to fund managers. In addition, through our custodian,
a third party platform is used to value securities, reconcile investment
holdings and monitor compliance of external managers. This platform
also provides timely information on asset allocations, durations, yields
and other exposures for effective management of the portfolios.

Looking ahead, we will need to manage our funds very carefully to
enable us to sustain our social commitments. Rehabilitation and
redevelopment of our rental estates alone is expected to eventually
absorb more than half of the cash resources we currently have. In
addition, the Housing Society is committed to spending HK$3 billion on
the BMMS and a further HK$1 billion on the Mandatory Building
Inspection Scheme. In anticipation of the housing and service requirements
of an ageing population, the Housing Society is also committed to
providing funds in the region of HK$3 billion to various pilot housing
and related service initiatives. These future commitments are in addition
to our on-going urban renewal commitments being jointly undertaken
with the Urban Renewal Authority.
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Loan Administration

A total of 500 loans woke up during 2006/07 financial year, taking the
number of active loans to 25,661. During the year, 67 second loans were
granted to borrowers from Serenity Place and 287 loans were granted to
borrowers under the Home Renovation Loan Scheme. During this period,
3,611 and 169 borrowers had fully redeemed and partially repaid their
loans respectively.

During the year, we instigated legal proceedings against 1,425 default

borrowers, and bankruptcy proceedings against 327 defaulters whose
repayment abilities were exhausted.
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