Financial Statements B # K&

STATEMENT OF COMPREHENSIVE INCOME 2H W % &

for the year ended 31st March 2008 #Z—ZFT T\ F=HA=+—HIFZ

k3
(in HK$Million) (BEEET) Note 2008 2007
INCOME I ON
Revenue BEIA 6 2,327.4 1,296.4
Other income E Al A 223 20.5
2,349.7 1,316.9
EXPENDITURE ]
Property development and related costs YR B B AR 1,261.2 363.6
Marketing and selling expenses s RIHEER 125 23.4
Property leasing and management expenses EFHEREREY N 414.6 364.3
Staff costs B TR 284.7 272.4
Depreciation on investment properties WEMENE 109.4 107.0
Amortization of prepaid lease payments BETat L BERY 45.0 45.0
Depreciation on property and equipment M REEITE 35.7 37.2
Investment expenses HEEH 43.8 37.6
Financial subsidies to home owners BTEEEENMEED 43.1 46.0
Revitalization project expenditures JEEEE 89.5 11.4
(Reversal of impairment) / Impairment on loans ~ FEUE Z K B ER
and receivables CRERD) / mE (9.8) 15
Other expenses Efx 72.3 52.6
Auditor’s remuneration ZEED & 0.6 0.7
2,402.6 1,362.7
Staff costs capitalized BIXNAEEL (35.3) (35.5)
Prepaid lease payment capitalized BT HAEREEEL 2.1) (2.1)
2,365.2 1,325.1
DEFICIT BEFORE INVESTMENT INCOME RECBRYEGEREE
AND PROPERTY VALUATION (15.5) 8.2)
Investment income FEWA
Investments held-for-trading REEBERGIRE
— gains on disposal - HERM 111.8 237.1
- increase in fair value - RAEEEN 75.4 572.2
Other investment income H&EHA 692.7 587.6
7 879.9 1,396.9
Reversal of write-down of housing inventories BEEFFERELEREN
and properties under development for sale BERPYERE 8 39.8 -
Impairment of investment properties and REMERMERLRIEE
provision for rehabilitation work 7 (82.0) -
NET SURPLUS BERTH 822.2 1,388.7
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Financial Statements (continved) BRIz (&)

STATEMENT OF FINANCIAL POSITION Bf %R % 2%

at 31st March 2008 R=—ZFEZE/\F=A=1+—H

FtEE
(in HK$Million) (B¥BEET) Note 2008 2007
NON-CURRENT ASSETS RBEE
Property and equipment LEYSE L 12 187.0 192.9
Prepaid lease payments T HAERZ 13 2,036.9 1,852.3
Investment properties REMHE 14 3,397.8 3,306.7
Loans receivable FEME TR 15 232.8 364.9
5,854.5 5,716.8
CURRENT ASSETS RENEE
Properties under development for sale TEHERENERTYE 16 2,620.2 2,571.9
Housing inventories BFFE 17 2,084.5 3,235.4
Prepaid lease payments AT HAERY 13 45.0 45.0
Financial assets held-for-trading BIEEERBRUKERE 18 9,356.4 8,969.8
Loans receivable FEME TR 15 18.0 4.8
Accounts receivable and prepayments JEUNBRIA R TEN & A 19 158.7 173.5
Cash and bank balances R & RIRITAE R 20 8,432.7 6,864.8
22,715.5 21,865.2
CURRENT LIABILITIES REEE
Loans from government BITER 21 (3.5) (5.0)
Financial liabilities held-for-trading HIEEEREV AR 18 (173.6) (55.5)
Sundry deposits, accounts payable and accruals ~ 1E#%% « EMERBNRENER 22 (724.5) (701.2)
Provisions ] 23 (442.0) (399.4)
(1,343.6) (1,161.1)
NET CURRENT ASSETS REBEEFE 21,371.9 20,704 1
NON-CURRENT LIABILITIES EREBEME
Accounts payable FERTRRIE 22 (173.0) (186.1)
Loans from government BITER 21 (75.1) (78.7)
(248.1) (264.8)
NET ASSETS EEFE 26,978.3 26,156.1

The financial statements on pages 107 to 143 were approved by the Executive SHRE—AZ+LE— AN+ =ZEMNHERRER
Committee and authorised for issue on 24th July 2008 and are signed onits —ZTZNE+ A -+ BEHEHTEE St ERIR
behalf by: R WA THIEERREE

BRB(EE)
IBY(TTREARFNTHABE)

Yeung Ka-sing (Chairman)
L C Wong (Chief Executive Officer & Executive Director)
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STATEMENT OF CHANGES IN NET ASSETS & & R E®28&

for the year ended 31st March 2008 #Z—ZFTT/\F=HA=+—HIFZ

(in HK$Million) (BEEET) 2008 2007
NET ASSETS EERE

At 1st April mA—H 26,156.1 24,767.4
Net surplus for the year NEERBFEE 822.2 1,388.7
At 31st March =A=+—H 26,978.3 26,156.1
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Financial Statements (continved) BRIz (&)

STATEMENT OF CASH FLOWS R &R & &

for the year ended 31st March 2008 #Z—ZFT T\ F=HA=+—HIFZF

(in HK$Million) (BEEET) 2008 2007
OPERATING ACTIVITIES EEEE
Cash receipts from tenants, flat owners, WHEE - ¥F  BFERRERAAM

flat buyers and borrowers WERAYIR & 2,458.3 1,342.9
Cash payments for property leasing EFHEREEMNREZ N

and management (413.5) (354.6)
Cash payments for site acquisition and WHE T R R £

project development (337.5) (801.9)
Cash payments to employees in respect of B THMMEFRE S

salaries and other benefits (284.0) (279.3)
Other cash payments HAIF eI (128.4) (137.2)
NET CASH GENERATED FROM BETEBHESARANTE

OPERATING ACTIVITIES 1,294.9 269.9
INVESTING ACTIVITIES REEE
Interest received FEMA 583.2 506.8
Interest paid B - 0.2)
Dividends received & B A 67.1 56.8
Payment for redevelopment/rehabilitation of REVESE BB

investment properties (181.2) (182.1)
Payment for property and equipment YIEREBZ T (29.8) (62.6)
Payment for investments held-for-trading RHEEERBRETH (115.7) (165.6)
Investment management fees and bank KEEBRERRITERA D

charges paid (45.6) (37.6)
NET CASH FROM INVESTING ACTIVITIES RECHRESRANFE 278.0 115.5
CASH USED IN FINANCING ACTIVITY BEEHRESAY
Repayment of loans from government BEEBBNER (5.0) 6.1)
NET INCREASE IN CASH AND REPRESEEEREMBE

CASH EQUIVALENTS 1,567.9 379.3
CASH AND CASH EQUIVALENTS B—HESRRASESEEEER

AT 1ST APRIL 6,864.8 6,485.5
CASH AND CASH EQUIVALENTS =A=1+—HBEERASEEEAER

AT 31ST MARCH 8,432.7 6,864.8

ANALYSIS OF THE BALANCES OF CASH ReRBESEEEB BRI
AND CASH EQUIVALENTS

Cash and bank balances R e RIBITER 8,432.7 6,864.8
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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, leasing,
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 AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”)

In the current year, the Housing Society early adopted all new/revised
HKFRSs issued up to 31st March 2008 by Hong Kong Institute of
Certified Public Accountants (“HKICPA”) which were pertinent to its
operations where early adoption was permitted. The applicable HKFRS
is set out below:

HKAS 1 (Revised) “Presentation of Financial Statements”

The early adoption of the HKFRS does not have any material impact on
the results and financial positions for the current and prior years.

HKAS 1 (Revised), which is effective for accounting periods beginning on
or after 1st January 2009, affects certain disclosures of the financial
statements. Under the revised standard, the Income and Expenditure
Account is renamed as the “Statement of Comprehensive Income”, the
Balance Sheet is renamed as the “Statement of Financial Position” and
the Cash Flow Statement is renamed as the “Statement of Cash Flows”.
All income and expenses arising from transactions are presented under
the “Statement of Comprehensive Income”, and the total carried to the
“Statement of Changes in Net Assets”.

Subsequent to 31st March 2008 and up to the date of approval of these
financial statements, the HKICPA has issued a number of revised HKFRSs
which is not yet effective. The Housing Society so far concluded that the
application of these revised HKFRSs will have no material impact to the
financial statements of the Housing Society.
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Financial Statements (continved) BRIz (&)

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
services 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 legal title of the property is assigned to
buyer, 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 nominal value
of sales proceeds is initially recognised in the statement of comprehensive
income as a reduction of sales proceeds and subsequently allocated to
the statement of comprehensive income as financial income using the
effective interest rate over the interest-free period.

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.

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.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Property and equipment and depreciation

Building, leasehold property and equipment held for use in the production
or supply of goods or services, or for administrative purposes are stated
at cost less subsequent accumulated depreciation and impairment
losses.

The land and building elements of a lease of property are considered
separately for the purpose of lease classification. Leasehold land of which
the title is not expected to pass to the lessee by the end of the lease term
is classified as an operating lease unless the lease payments cannot be
allocated reliably between the land and building elements, in which case,
the entire lease is classified as a leasehold property.

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

Buildings and Over the estimated economic useful lives or
leasehold property the unexpired period of the land 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 derecognition of
the asset (calculated as the difference between the net disposal proceeds
and the carrying amount of the item) is included in the statement of
comprehensive income in the year in which the item is derecognised.

Operating leases

Prepaid lease payments under operating leases are charged to the
statement of comprehensive income 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. Depreciation is provided over the
estimated economic useful lives or the unexpired period of the land lease,
whichever is the shorter.
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Financial Statements (continveq) B3R ER (&)

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 statement of comprehensive income 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)

SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments

Financial assets and liabilities are recognised in the statement of financial
position 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 the statement of
comprehensive income.

Loans and receivables

Loans and receivables which include loans receivable, account receivables
and bank balances are subsequently measured at amortised cost using
the effective interest method less any identified impairment losses.
Appropriate allowances for estimated irrecoverable amounts are
recognised in statement of comprehensive income 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.

Financial assets/liabilities at fair value through profit or loss

Financial assets/liabilities at fair value through profit or loss comprises
financial assets/liabilities held-for-trading (“investment held-for-trading”),
which 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/settlement of the investment within the timeframe
established by the market concerned, and are measured at fair value.
Realised gains and losses from the investment transactions, and
unrealised gains and losses from changes in fair value at year end date,
are included in the statement of comprehensive income for the period.
Until realised, unrealised gains and losses may fluctuate subsequent to
the year end date depending on market movements.
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Financial Statements (continved) BRIz (&)

NOTES TO THE FINANCIAL STATEMENTS (continies) BA TR TR EE (o0

(i)

SIGNIFICANT ACCOUNTING POLICIES (continued)
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.

Financial guarantee contracts

A financial guarantee contract is a contract that requires the issuer to
make specific payments to reimburse the holder for a loss it incurs
because a specified debtor fails to make payment when due in accordance
with the original or modified terms of a debt instrument. A financial
guarantee contract issued by the Housing Society and not designated as
at fair value through profit or loss is subsequently measured at the higher
of : (i) the amount determined in accordance with HKAS 37 Provisions,
Contingent Liabilities and Contingent Assets; and (i) the amount initially
recognised less, when appropriate, cumulative amortisation recognised
in accordance with HKAS 18 Revenue.

Derecognition

Financial assets are derecognised when the rights to receive cash flows
from the assets expire or, the financial assets are transferred and the
Housing Society has transferred substantially all the risks and rewards of
ownership of the financial assets. On derecognition of a financial asset,
the difference between the asset’s carrying amount and the sum of the
consideration received is recognised in the statement of comprehensive
income.

Financial liabilities are removed from the Housing Society’s statement of
financial position when the obligation specified in the relevant contract is
discharged or cancelled or expires. The difference between the carrying
amount of the financial liability derecognised and the consideration paid,
including any non-cash assets transferred or liabilities assumed, is
recognised in the statement of comprehensive income.

Impairment of assets

At each year end 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.

116 HONG KONG HOUSING SOCIETY @ Annual Report 2008

(il

FESTTEER @
BRERUIIM KA R
BRERAIIN e E(RIEREMIEEK
ENER)RUNERAEEZEEERFERE
BRI -

BB REELH

MIBRBEE N TIERETARRERSEAR
EEBBARERBES TANRALLE
FIRR N B HFORM RZIBKRE - [AFFH
ANEMEEFTIENGL - FEBEMELDN
MBREGH  RAREESBBIRRKRZ
ARBERE  HEANREBHEESZUATH
EzBBRSIE : (REBSAENE=T
L B KARBERKBEE" REA
HZEE: MiETESTERE /R
TERWAT URVEREEEEERNE

HUH#ER
ENEERDBRREZENCEE - 8
BEECEBEMNEEHSERERMBEE
BAEEZ BB RR N ERES - UM%
BEBBRIOHER - RBUEERMEEE
B BERAEECHREZZE  $R2
ES R TR ©

EMBRES NI ER EERE - BUR
A ZEEERIUERR R EREHEMN
AR RP KM - BOBRR M BAE
FHERDCNREZZR  BREMIFRE
BESRABEAE  ITREEERTHER -

EERME
REER  FEHBEREEENREEED
BENREZEESRARERBRIRR

EENMG T WE ROV EREE - %
BENKEENSREEATKESREE M
IMEIR RIS ENE (E B FRER °

b=1



SIGNIFICANT ACCOUNTING POLICIES (continued)
Impairment of assets (Continued)

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 year end date, and are discounted to present value
where the effect is material.

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.

Government assistance relating to land obtained from the Government
without a premium being charged 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.
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Financial Statements (continveq) B3R ER (&)

SIGNIFICANT ACCOUNTING POLICIES (continued)
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 year end date,
monetary items denominated in foreign currencies are retranslated at the
rates prevailing on the year end 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 the statement of
comprehensive income in the period in which they arise.

Retirement benefit costs

Payments to Defined Contribution Retirement Benefit Scheme and
Mandatory Provident Fund Scheme are charged as an expense when
employees have rendered service entitling them to the contributions.

CAPITAL RISK MANAGEMENT

The Housing Society’s capital comprises primarily the surplus accumulated
since its establishment and its objective when managing capital is to
ensure that the Housing Society will be able to continue as a going
concern so that it can continue to provide quality housing and services
for the Hong Kong community.

Given that the Housing Society’s funding is mainly raised internally, the
policies on capital risk management are therefore focused on how to
preserve the surplus funds in order to achieve the above capital
management objective. Related policies on preserving the surplus funds
are set out in Note 5.
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FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES

The Housing Society’s major financial instruments include financial assets
held-for-trading, loans and receivables 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
counterparty may default on its bank deposits and fixed income
investments or the Housing Society may be required to pay if the financial
guarantee is called on. The Housing Society’s maximum exposure to
credit risk which will cause a financial loss to the Housing Society in the
event of the counterparty’s failure to perform their obligations at the year
end date in relation to each class of recognised financial assets and the
financial guarantees provided are the carrying amounts of those assets
as stated in the statement of financial position and the amount disclosed
in Note 23(ii).

For bank deposits, the Housing Society limits its exposure by placing
funds 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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NOTES TO THE FINANCIAL STATEMENTS (continies) B4 55 R TR EE (0

(i)

(i)

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
financial assets/liabilities denominated in currencies other than Hong
Kong dollars and United States dollars. The exchange risk between Hong
Kong dollars and United States dollars is considered insignificant since
Hong Kong dollars are pegged to United States dollars.

The Housing Society is exposed to foreign currency risk primarily through
its equity investments 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
investment in fixed income

arises from its fixed deposits and

investments.

As the fixed deposits usually mature within 3 months, the exposure is
considered not material. For fixed income investments, where necessary,
fund managers will use interest rate swaps and other derivatives to
manage the interest rate risk.
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(iv)

FINANCIAL RISK MANAGEMENT OBJECTIVES 5. BRMEEBERBE
AND POL|C|ES (Continued)
Sensitivity analysis on significant financial assets vy EEHMBEESRBESN
The Housing Society uses the Risk Budgeting approach (“RBA”) to EEREERRRTEZERS HE("RBA") K
measure sensitivity and manage the financial risks for its investments AERRELREREBERIEEERRYE
portfolio which comprises financial assets and liabilities held-for-trading, BENMIEAE RITESNEMBHBEE
bank balances and other financial assets/liabilities at the year end. The RABENEEHEE ZHEREE - RBASE KR
RBA reflects the interdependencies between interest rate risk, foreign FE - ERXERZEER 2B KRB R
exchange rate risk and equity price risk. FAR o
The RBA estimates the variability and the expectation of the returns over RBAEETRIEE B LK RN —EBIFE A
agiven holding period for a specified confidence level. The Risk Budgeting FIiSMTEEIE R R AT & - RRTEE &
methodology is a statistically defined, assumption based approach that FERNG T 2ERMREEEREETS
takes into account market volatilities, historical views as well as risk KB - LRSS R mANT S 2 HFTiE
diversification by recognizing the correlations between products and ROEB MG - NEEHEEEHEHIR
markets. At the year end date, there was a 10% chance that the potential & BAEDZTHREN —FRNAEEER
loss of the Housing Society’s investments would exceed $311 million Bredatl=E—"F—FE8T(=ZEZ
(2007: $197 million) over a one-year period. The number reflects the +F BB —ENTEEET) - WEBERKR
90% probability that the loss on the investments during a one-year period ME—FAN BESZNLTHES  REEB
will not exceed the aforesaid figures. K Gl e Er -
The RBA has limitations associated with assumptions employed. It is RBAE AT AMBRRMA RS o LEH A
based on historical experience and forward looking judgement on various EABENERMNESBLEERZWFE
economic factors such as interest rates, foreign exchange rates and EXRNREEBRERKRNEZENHE AE
equity prices. This implies that the approach does not take into account o W RN EREE RSB R AT ISR
of any sudden changes in market behaviour. AR BE IR B o
REVENUE 6. ZEUWA
(in HK$Million) (B¥BEET) 2008 2007
Revenue from property sales HEMERA 1,470.9 402.4
Revenue from property leasing YIEREWA 803.4 834.7
Revenue from property management YIEEEIA 29.4 31.0
Interest income from loans receivable FEWEFF B A 23.7 28.3
2,327.4 1,296.4
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NOTES TO THE FINANCIAL STATEMENTS (continies) B4 TR TR EE (o0

7. INVESTMENT INCOME 7. BEWA
(in HK$Million) (B¥BEET) 2008 2007
Net gains on investments held-for-trading HERER ERSRRE RN
- gains on disposal - & A 111.8 237.1
— increase in fair value - R EEE M 75.4 572.2
Other investment income H&E KA
Interest income FEWA 578.8 490.5
Exchange differences EHZER 35.8 32.7
Dividend income AR S A 67.1 56.8
Reversal of provision for financial guarantee BB B SRR 2 11.0 7.6
692.7 587.6
879.9 1,396.9
Increase in fair value on investments held-for-trading is unrealised and FHEEEARKREN AR BEMGIMZR
may fluctuate subsequent to the year end date in line with market BH - FIAgEAEREN TS KEmE
movements. B
8. REVERSAL OF WRITE-DOWN OF HOUSING 8. BMOBFFENFHERER
INVENTORIES AND PROPERTIES UNDER BREPYERE
DEVELOPMENT FOR SALE
The selling prices of the housing inventories and properties under BFEENMEEERENERTYENEE
development for sale were expected to move in line with the improved TER e HAEMETISIRBENREMIELH
property market and therefore a reversal of write-down made in previous 2 - FEBR AT R R R EEE -

years was considered necessary.
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9. EXECUTIVE COMMITTEE MEMBERS’ 9. HITEESZECZMERER
EMOLUMENTS AND FEES
The aggregate emoluments of the members of the Executive Committee HITEZESZ EMNAHIEENT ¢
are as follows:

(in HK$Million) (BEEET) 2008 2007

Honorarium [Ei 0.7 0.8
Basic salary, housing allowances, other EXFe  FERA - AMEME

allowances and benefits in kind Rl E 4.3 4.1

Provident fund contribution INT G 0.4 0.4

4.7 4.5

5.4 88

Their emoluments fall within the following bands: ~ HE{& 5 FHIEH :
Number of members

ZEAH
Emoluments band (HK$Million) MeSER(GEEBET) 2008 2007
40-4.5 40-45 - 1
45-5.0 45-50 1 =
12 12
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NOTES TO THE FINANCIAL STATEMENTS (continies) B4 TR TR EE (o0

10. EMOLUMENTS OF THE FIVE HIGHEST PAID 10. AR MEM AL
INDIVIDUALS
Of the five individuals with the highest emoluments, one (2007: one) was EhizaMe A THEFEIG - —(I#TT
member of the Executive Committee whose emolument is included in ZEeZENMS(ZEZELE: —()BEB
Note 9 above. The aggregate emoluments for the remaining four (2007: HEEMFENAA - EeAMM A TR =
four) individuals were as follows: TEALF - OB NT ¢
(in HK$Million) (B¥BEET) 2008 2007
Basic salary, housing allowances, other BEXFe  BEEZR - AMENR 11.0 10.7
allowances and benefits in kind Il 6
Provident fund contribution NES MK 0.6 0.6
11.6 11.3

Their emoluments fall within the following bands:  HE& 5 FHIZE4 ¢
Number of employees

BT AH
Emoluments band (HK$Million) MeSR(GEEBET) 2008 2007
20-25 20-25 1 1
25-3.0 25-3.0 1 2
3.0-85 3.0-85 2 1
4 4
11. TAXATION 11. HIE
The Housing Society is a charitable institution and is exempted from FEEMEREERE  RETHEOISE N+
Hong Kong taxation under Section 88 of the Hong Kong Inland Revenue SRR R N E BT -
Ordinance.
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12. PROPERTY AND EQUIPMENT 12. YK =M

Leasehold

Buildings Property  Equipment Total
(in HK$Million) (B¥BE&8T) ’F BT B ik
coSsT R
At 1st April 2006 ZETRFMNA—H 149.1 - 216.7 365.8
Additions NE = 34.6 34.0 68.6
Written off/disposed of HER,HE - - (5.4) (5.4)
At 31st March 2007 —EE+F=A=+—H 1491 34.6 245.3 429.0
Additions NE = - 29.8 29.8
Written off/disposed of R HE - - (26.2) (26.2)
At 31st March 2008 —EEN\F=RA=+—H 149.1 34.6 248.9 432.6
DEPRECIATION AND IMPAIRMENT &
At 1st April 2006 —EERFHA—H 49.7 = 154.6 204.3
Provided for the year REEHE 3.7 0.4 33.1 37.2
Written off/disposed of kR HE - - (5.4) (5.4)
At 31st March 2007 —EZ+F=A=+—H 53.4 0.4 182.3 236.1
Provided for the year REEIE 3.7 1.2 30.8 35.7
Written off/disposed of Mpr L& - - (26.2) (26.2)
At 31st March 2008 “EENF=ZRA=+—H 57.1 1.6 186.9 245.6
CARRYING VALUES RREE
At 31st March 2008 —EENF=A=1+—H 92.0 33.0 62.0 187.0
At 31st March 2007 —EZ+F=A=+—H 95.7 34.2 63.0 192.9

The leasehold property is situated in Hong Kong and held under a HEEFRUNBBLIAFABLRFE °

medium-term lease.
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13. PREPAID LEASE PAYMENTS 13. A LA ERX
The carrying value of leasehold land which is situated in Hong Kong MR EBRHA L HEEAESE -
Comprises:

(in HK$Million) (B¥EET) 2008 2007
Long leases (not less than 50 years) PORE+FRHRBARL 369.2 170.5
Medium-term leases (less than 50 DRATEED DR TFR A EIEL

years but not less than 10 years) 1,712.7 1,726.8

2,081.9 1,897.3

Analysed as follows: DT -

Current assets mMENEE 45.0 45.0

Non-current assets ERBEE 2,036.9 1,852.3

2,081.9 1,897.3
14. INVESTMENT PROPERTIES 14. REY=

(in HK$Million) (BEEBT) 2008 2007
COST R
At 1st April mA—H 5,259.9 5,030.6
Addition NE 251.8 229.3
Transfer from property under development HIELERENERFMEEA

for sale 3.8 —
At 31st March =RA=+—H 5,515.5 5,259.9
DEPRECIATION AND IMPAIRMENT WERRBE
At 1st April mA—A 1,953.2 1,821.6
Provided for the year REEE 109.4 107.0
Impairment loss DERIEEES 55.1 24.6
At 31st March —RA=+—H 2,117.7 1,953.2
CARRYING VALUES BREE 3,397.8 3,306.7
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14. INVESTMENT PROPERTIES (continued)

Fair values

The Housing Society’s investment properties are mainly rental estates
built on land granted by the Government, and the Government has
included in the land grant terms and conditions governing the sale and
rental of the properties. The fair values of the properties cannot be reliably
assessed because () Government may or may not consider giving
approval for the Housing Society to sell any or all of its rental estates; (i)
there are no comparable market transactions to provide references; and
(i) concessionary rents are charged to tenants of the public rental
estates.

Impairment

When the markets have significant movements that would impact the
recoverability of the amount invested in investment properties or when
there are major rehabilitation / redevelopment works embarked to
enhance the living environment of the investment properties, management
would assess whether an impairment loss is necessary.

The impairment loss stated in this note was mainly for the rehabilitation
works taken on during the past three years, of which the management
believe that the cost of the rehabilitations cannot be fully recovered from
future rental receipts. The recoverable amounts of the investment
properties have been determined on the basis of their value in use using
a discount rate reflecting the risk specific to the investment property.
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15. LOANS RECEIVABLE 15. EWE X
Loans receivable represents mainly the second mortgage loans granted BUWERTFrBERIEAETFERMEHMNE -
to the flat buyers and interest free loans granted to home owners under RIBER R FEREBSERETES
the Building Management and Maintenance Scheme. All the loans if REFRHEMEEER - IBEAEFNER
secured are secured by residential property. EAMEEEER -
(in HK$Million) (B¥EET) 2008 2007
Secured mortgage loans BERRAIEBEER 245.6 376.1
Unsecured restructured loans EERMAEAER 6.8 6.6
Unsecured interest free loans EEARNEEER 10.1 8.7
262.5 391.4
Less: impairment losses B OREEKR 11.7 21.7
250.8 369.7
Representing: FIIBBERE :
Due within one year —F N EIH 18.0 4.8
Due after 1 year, but within 2 years —FE-FRNEIE 14.7 17.1
Due after 2 years, but within 5 years ZFERFREE 33.5 41.2
Due after 5 years FEF LA EIEY 184.6 306.6
Total due after 1 year —F LA EIE 4% 232.8 364.9
250.8 369.7
Interest rates applicable to the above loans receivable are set out EHARKERNFIRIBTMOT
below:
Unsecured Unsecured interest
Secured mortgage loans restructured loans free loans
BEARIEBER EEALEAER EEAREEER
2008 2007 2008 2007 2008 2007
Contractual interest rate & 4572 Primerate Primerate Primerate Prime rate 0% 0%

BREEFNE SEBENEX BEENE SESHEX

L Primerate Prime rate
Effective interest rate BTG A=K - 149 14% 14% 14%
REAE  pmmmm s@EH® o ° ° °

The fair values of the above loans receivable approximated to the EREFNARERAEREEBRNKREE
corresponding carrying values at the year end dates. HBAY -
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15. LOANS RECEIVABLE (continued)

The movements in allowance for impairment losses were as follows:

15. BIRE R @)

EIR R EBT -

(in HK$Million) (BEBrET) 2008 2007
At 1st April MA—H 21.7 24.6
(Reversal) /Addition (B[al), 1 hn (10.0) 1.1
Bad debts written off BRI 5 - (4.0)
At 31st March =A=+—H 11.7 21.7

Impairment of the above loans is assessed individually when the
borrowers are unable to settle overdue installments for more than six
months. At the year end date, the carrying amount of these individually
assessed loans before individually determined to be impaired was HK$7.1
million (2007: HK$9.9 million) and impairment loss of the loans was
HK$7.1 million (2007: HK$9.9 million).

Thereafter, if the Housing Society determines that no objective evidence
ofimpairment exists for an individually assessed loans receivable, whether
significant or not, it includes the asset in a group of loans receivable with
similar credit risk characteristics with reference to borrowers’ historical
default in interest or principal payment and collectively assesses them for
impairment.

At 31st March 2007 and 2008, the values of loans that are past due but
not impaired are insignificant. For loans that are neither past due nor
impaired, their credit quality is considered good since majority of the
loans are secured by residential properties and have good settlement
history. During the year, there has been no significant change in the credit
quality.
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16.

17.

PROPERTIES UNDER DEVELOPMENT FOR SALE  16. fEHE AR R Dy

(in HK$ Million) (BEBHET) 2008 2007
At 1st April MmA—A 2,571.9 2,345.7
Additions during the year REZIENN 216.4 226.2
Transfer to prepaid lease payments EEEMN T AER (199.4) -
Transfer to investment properties HEREYE (3.8) -
2,585.1 2,571.9

Add: Reversal of write-down o BERE 35.1 -
At 31st March =—A=+—H 2,620.2 2,571.9

The amount is expected not to be recovered within 12 months from the TBHL E T e E#AE B EN T Z@EAR

year end date. I {E

HOUSING INVENTORIES 17. BFRFE

Housing inventories in the sum of HK$881 million (2007: HK$1,625.3 TEHBEEENENT—BEL(ZE2T L

million) are expected not to be recovered within the 12 months after the F BB ABEZTRE=TEL)NEF

year end date. FETEREAFEBENTZEAAYKE -
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18. INVESTMENTS HELD-FOR-TRADING 18. FIEEE AERE

(in HK$ Million) G- 2008 2007

(i) Financial assets held-for-trading () FIEEBARMBEE
Listed equity securities LETRAE

Hong Kong B 1,651.1 1,297.6

Overseas goh 2,713.0 2,928.0

4,364.1 4,225.6

Overseas debt securities BIMESH 4,601.7 4,480.5

Other investments HAbig&E 390.6 263.7

9,356.4 8,969.8

(i Financial liabilities held-for-trading (VHHEEBEREYBAE (173.6) (55.5)

9,182.8 8,914.3

The maturity of the above financial liabilities is A FHBEESHAMT

as follows:
Within 1 month —(EAR 41.8 22.8
After 1 month but within 3 months —EAZE=EAR 107.9 27.3
After 3 months =@A% 23.9 5.4
173.6 55.5
The investments at the year end date are denominated in the following REER - REBBERUTYEBEH -
currencies:
(in HK$ Million) (BBEET) 2008 2007
US dollars ETT 5,107.1 5,204.0
HK dollars ot 1,651.1 1,297.6
Euro 7 1,114.5 1,211.0
Japanese Yen H 569.9 454.7
Pound Sterling hE 244.6 418.5
Other currencies Hib &M 495.6 328.5
9,182.8 8,914.3
The fair values of the above investments are determined based on the BREBBNARBERDSFABERIOR
quoted market bid prices. The increase or decrease in fair values at the E o REE RN AR BEEINSHRSRE
year end date are unrealised and may fluctuate subsequent to the year BH - TN R&E B ROTIS NS mE
end date subject to subsequent market movements. B
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19. ACCOUNTS RECEIVABLES AND PREPAYMENTS 19. EWERE R FENEH

(in HK$ Million) (BEEET) 2008 2007
Rent and interest receivables FEURHE & R FI2 35.6 40.4
Receivables on sales of investments R ERIEEEABRRIRE 88.1 93.8
held-for-trading

Sundry debtors FETE FEUAR K 20.4 22.3
Prepayments ENEA 14.6 17.0
158.7 173.5

Included in the above are financial assets of $144.1 million (2007: $156.5 TR SV BEELERE — N

million) which are denominated in the following currencies: B—TE8n(ZZZ+F: BE—EBRET

BRETET) - MBEERUTIEREH

(in HK$ Million) (GBEEET) 2008 2007
HK dollars ot 49.2 50.3
US dollars XL 421 63.8
Euro (¢ 39.9 32.0
Other currencies Hitn g 12.9 10.4
1441 156.5
At the year end date, the fair values of above financial assets approximated WM BEEN AR BEEERNGEEHN
to their corresponding carrying values. BREIEARA -
20. CASH AND BANK BALANCES 20. RERIMITLER
Cash and bank balances comprise mainly bank deposits with maturity RERBPITEHETEBREELR=EARE
of three months or less. At 31st March 2008, the balances are HRRTER - RZEENF=ZA=1+—
denominated in the following currencies: H @ Re RBITEBREA T EBEE
(in HK$ Million) (B¥EET) 2008 2007
HK dollars it 5,865.1 4,540.0
US dollars ES 2,476.7 2,269.0
Other currencies Hib & 90.9 55.8
8,432.7 6,864.8
The bank deposits carry an average interest rate of 2.7% (2007: 4.5%) FHRITERFENXRSGAE 2 ZHE(=ZF
per annum. The carrying amounts of the cash and bank balances ZLF:BHOZMNER) RITHEBRARE
approximated to their fair values. EEARRE(EARAY ©
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21.

22.

LOANS FROM GOVERNMENT 21. BIFER

(in HK$ Million) G- 2008 2007
Loans from government repayable BRERIRIA TR EE
Within 1 year —FRA 3.5 5.0
After 1 year, but within 2 years —FEMFN 3.5 35
After 2 years, but within 5 years MEZRFN 10.5 10.6
After 5 years AFNAE 61.1 64.6
78.6 83.7
Less: Amount due within one year included in B BEERBAEEE AR —F
current liabilities REIERER 35 5.0
Amount due after one year —F 1 EIHR REE 75.1 78.7
Representing: EPEERE
Interest free RHE 78.6 82.2
Interest bearing at 5% per annum Mt R R = - 1.5
78.6 83.7
The loans are repayable in 480 equal monthly instaiments from the draw L EEFHERAAERBESOE N\ +H
down date. The fair value of the loans at 31st March 2008, which is LBEAER - BELAEHNTISH RS
determined by discounting the estimated future cash flows at the market AEEFHRRRERE BN N\EF
rate prevailing at the year end date, is HK$59 million (2007: HK$53.7 ZR=+—RZAnBERBELATNAAES
million). T(ZETLF BB RT=8t1+8T) -
SUNDRY DEPOSITS, ACCOUNTS PAYABLE 22 MIEZ S ~ EIRIER
AND ACCRUALS ENEHR
(in HK$ Million) (BEBHET) 2008 2007
Payables on purchases of held-for-trading ERBARBIEEEAEIRE
investments 214.0 299.1
Tenants, sales and sundry deposits TP - SHERMIEERS 83.2 86.3
Accounts payable FEfSTBRIR 316.4 196.0
Accruals EEtEH 93.4 101.8
Lease income received in advance FEWHES 190.5 204.1
897.5 887.3
Less: non-current accounts payable W IEMENEIT R 173.0 186.1
724.5 701.2
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22. SUNDRY DEPOSITS, ACCOUNTS PAYABLE
AND ACCRUALS (Continued)
Included in the above were financial liabilities of HK$707 million (2007:
HK$679.3 million), of which 97% (2007: 95%) was due for settlement
within 60 days and 3% (2007: 5%) was after 60 days. The financial
liabilities are denominated in the following currencies:

22 MIAES - EIRER

&R

I ETREHEaBRESEtEST LA
BL(ZZEELF BBEXNELTABE=T
Bn) EFES 2N+ E(ZEEEF : 5
PDRZATRH)REEBE N+ RXRNENEHE

N

o EpAr 2= (ZTTEF  BHZH)
RARTREEH - BBEERATIER
C
(in HK$ Million) (B¥BET) 2008 2007
HK dollars ke 493.0 380.2
US dollars eV 28.7 172.1
Euro R ZE 79.8 127.0
Japanese Yen =] 88.7 -
Other currencies Hibh &M 16.8 _
707.0 679.3
The fair values of above financial liability approximated to their U EHMEaEN AL BRENGEE BN
corresponding carrying values. E{EAEL -
23. PROVISIONS 03, AEfE
Building
Construction / management /
rehabilitation Provision maintenance
work for financial incentives
BER guarantee BFEE K& Total
BIETiE BATS IR AR A ff HIEEB) kL
(in HK$Million) (B¥BEET) i) (ii) (iii)
At 1st April 2007 —EELFMA—HA 301.8 47.6 50.0 399.4
Amount provided TR A 159.9 14.5 40.5 214.9
Amount reversed AEfE R (84.9) (12.5) (0.2) (97.6)
Amount utilised BERTHE (55.7) (4.5) (14.5) (74.7)
At 31st March 2008 —ZTZN\F=A=+—H 321.1 45.1 75.8 442.0

134 HONG KONG HOUSING SOCIETY @ Annual Report 2008




23.

(i)

(ii)

(iii)

24.

PROVISIONS (continued)

Construction / rehabilitation work

Provision is made for remaining construction works to be carried out for
the completed sale properties, and foreseeable loss on rehabilitation
works for investment properties and revitalization works for committed
social projects. Related payments are expected to be incurred within the
next three financial years.

Provision for financial guarantee

Provision of financial guarantee 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 all expire in 2009/10.

In relation to the sale of 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. The guarantee period is 20 years.

At 31st March 2008, total contingent liabilities in respect of the guarantee
are estimated to be approximately HK$1,312 million (2007: HK$1,035
million).

Building management / maintenance incentives
Under the Building Management and Maintenance Scheme, eligible
applicants will be granted financial assistance when they satisfy certain
criteria. Provision is made when the applications are approved. Related
payments are expected to be made within next 24 months.

COMMITMENTS FOR PROPERTY DEVELOPMENT
AND IMPROVEMENTS

At the year end date, the commitments in respect of properties under

23.
(i)

(ii)

(iii)

’E'fﬁ(‘a/

EEREEIR
BERBEIERALEBRERE HEWEN
REKTREE D HIZEWF R EIEIEA H)E
L TRV B REL 2R - ABOHXH
B EREEN =M BEEANEE

AR IR
BFUBREEHERRECHENERTE
o BERATREE BRI RERAER
MELNTTRER  FEHEAARNNIE
KETEL R - ERFNR_-TTN,—
FRIE -

}

0

*H

FEHEEERRTRAELENENERR
HEELRIA LIRS B ZHSFENRE
RIS MBI RIT R R A ANE R 18
Ko WAERHRA 14 -

RZBENF=A=+—H, ftA@=xA
BEABBT=F T _A8T(=TTL
F:EMTHE=TABEST) -

BFEERAEER
BTFEERGEEDEREERNEAE
REFEOMIEED - B RFEIZEZ - A
HED SRS ERE  LhFTeRER -+
POfE A RS AT o

24, YIEBRRE R REEE

REERABBRRTYMERETEEBTIZER

development and rehabilitation work which have not been provided for in AR EES AR T ¢
the financial statements are as follows:
(in HK$ Million) (BEEEET) 2008 2007
Contracted but not provided for BEENERELBENTE 301.4 189.5
Authorised but not contracted for B MR TR 5,042.3 2,856.3
5,343.7 3,045.8
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25.

26.

OPERATING LEASE ARRANGEMENTS

At the year end 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:

25.

CEENZH

REHA  BEGREAESREHLAY
S TRATUEEBEL - 1 TSR R
SOBEWA :

(in HK$ Million) (BEEBT) 2008 2007
Within one year —FNA 173.2 175.2
In the second to fifth year inclusive MERFA 104.5 79.0

277.7 254.2

Majority of the leases are negotiated for terms ranging from two to three
years. Rentals are generally fixed over the lease terms except that rental
of certain carparks is calculated on a percentage of their respective car
parks operator’s gross revenue.

RETIREMENT BENEFITS SCHEMES

The Housing Society operates two defined contribution retirement
benefits schemes, namely, Defined Contribution Retirement Benefit
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 the statement of comprehensive
income represents contribution payable to the funds by the Housing Society
at rates specified in the rules of the schemes. Regarding the Defined
Contribution Retirement Benefit 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.

26.

REONENPR R -E=F - KA DIFE
SHESRZIEESEERCBEEENT
DhEE HttEeEENHAN—REE
TEHY e

RIKEERNGE
EEG®ARAKEERREEMEREHK
RASEHE - SBIA [EBEHEFRARRE
B R ISHAEAESIHE] - RSHEW
EEREEHENEENS RS - THER
MBS ARERNESR -

FEHERERENBIFTTEENILRHE
FEARSRARESR - YR BOIAZERTRA -
B[ ERHFCEAREE ] HEERE
BUED F ARABABE L ZAE - 5080
B E A BRIRERE E 158 B RO R4
H o RXMEFRATRER - SiRBILE S
R B2 BRI BIES -

(in HK$ Million) (BEBEET) 2008 2007
Contribution to the schemes (net of forfeiture) sTEMER (B HRCZ Y FR) 23.9 23.3
Utilisation of forfeited employer’s HORWEEEHFAR
contribution for:
Deduction of employer’s contribution R E E R 1.4 1.0
Payment of trustee’s administration charges X AEEAITEE A 0.4 0.4
1.8 1.4
Balance of forfeited employer’s contribution not A =F=+—RBFRKERN K
utilised at 31st March BEHREEER 2.3 3.5
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27. GOVERNMENT CONTRIBUTION AND ASSISTANCE

(i)

(ii)

Concessionary land premiums

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 purposes 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.

At the year end date, total carrying value of the above lands including
related acquisition costs was HK$1,870.0 million (2007: HK$2,234.6
million). Relevant costs were grouped under prepaid lease payments and
housing inventories.

During the years of 2008 and 2007, 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 21.

27. BT IEBE R &= BY

(i)

(ii)

EER G ER

BEEWMEKILAR - BT AZHBIRMEE
EFEEPPARENFRE  OEEHS
R —HE 0 o RFHMEIEE - R
CHESBASSRD R A0 T 5 Bl O B AR 0 {6 5K
VAR il 5% Le 3 O {50 R 2 N HL R R A o

XL HIRAMERER S - MARZ AR
HEENEAETSEEN =22 4t
B AARZEEYABREEREEZSER
EFE&ERRENMIM AR TISEEN
Dz MALEEREAKKEFE
RERETMOBAINREIEBEL T
EHL -

REER - ZAt T HEBAEENANRE
BEABETN\ELtTEL(ZZEZLF:
BE -+ —E=THEAATETT) - HEK
MABIAREN L HEAERY RIEFE
%‘\' °

RZZZNER-_ZZTLF FEHEILSR
BITHE T BT ©

BFER

EFER D RIAR EHBAHES
T NERFENXFANZZTERAE - EX
HENRHE=T—R -
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28. RELATED PARTY TRANSACTIONS

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

28. ERAEAL 2R 5
AEEERHRA - LEFRREARNE
8 - B RBAE AR EBTHAS -
RAREBEBEPNETUTEARS :

personnel:
Transactions Amounts due from
incurred (to) related parties
during the year at year end date
RARFEEE RERE RN
Nature of transactions RHME MR 5 (FEAY) BARE 7 3E
(in HK$Million) (B¥EET) 2008 2007 2008 2007
() Government and other government () BT R EMEFHEE
organizations
Income from Private Sector FLEWE S EETDD
Involvement Scheme BIEREERE
PRIt EIMA 16.2 18.6 6.8 9.4
Expenses on Urban Renewal MREREF S
Scheme 11.0 16.9 - (0.39)
Mixed Development BEERR (2.3) -
Receipt on behalf R A 138.0 117.0
Repayment =V (135.7) (117.0)
23 -
Premium for Flat-For-Sale Scheme FEHEHEET
H1E (4.0) (4.2)
Receipt on behalf I CON 54.4 47 4
Repayment EiE (54.6) (45.0)
(0.2) 2.4
Loan repayment and interest BEREBNEREFE 5.0 6.2 (78.6) (83.6)
(i) Others (i) Em
Construction works BETR 183.4 150.2 (17.0) (23.4)
Professional fees HEEH 0.5 0.6 - -
Others Hith 0.9 0.7 (0.1) 0.1)
(iiiy Emoluments of key management (i) EEEIEAEHN
personnel 17.0 16.6 - —
In addition, the Housing Society awarded a number of contracts with an o - REEFERHE HA L ENREBE

aggregate amount of HK$7.2 million (2007: HK$82.5 million) to related

parties during the year.
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29. SEGMENT INFORMATION

The Housing Society’s reportable segments are strategic business units
that offer different products and services. They are managed separately
because each business requires different professional knowledge and
strategies. All assets and customers are located in Hong Kong.

Types of products and services are set out below:

Property sales  Develop properties for sales

Property leasing Lease and manage own properties, including subsidized
rental flats, commercial premises and carparks

Home financing Grant top up loans to buyers of own-developed
domestic flats

Investments Invest in security markets and time deposits to preserve

the value of capital

Social projects  Provide property management and repair incentives,
promote proper building management and maintenance
concept and elderly care, conduct aged building related
research, and take on city beautification / revitalisation
projects

Other operations Provide building management service to private and
public housing estates.

Segment information about these businesses, which is prepared in
accordance with the accounting policies adopted in the financial
statements, is presented below:

29. D HEER

SEEMFERUEEHRENSER R LR
BRIREEK A EMRE - SEEBH
BRBENBRRETR - FTUAREILE
B-MEEAERTFHERE -

NS ETER m LRGSR
MELE ERMFRFLERRZ

YMEEE HHEREEBENEBRE
BBERE  m#HhkES

BFEE ERGREREETER

BE BERS MES MERFT
IREFEARNER

EIf57E B RIEEFEEREEER
HEZEETEEREED
EHREERENBIE - BT
HEEFHBMAT - AEWR
mEXE(LBEE

H i@ MALAR AR EBIREET
EIE RS

THERBILEEBN D BERRIRAREKR

MR BOR RS
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29. SEGMENT INFORMATION (continueq) 29. n EER @)
2008 —ZEZFN
Property
Property sales leasing
MEHE MERE
(in HK$Million) (BE¥EET)
Revenue from external parties NS AU A 1,470.9 803.4
Other income E Al A 2.7 11.8
Investment income FERA - -
Net surplus/(deficit) for the year NEEFALG (BE) 131.7 83.2
Total assets BEE 4,720.8 5,360.2
Total liabilities SR 429.2 446.1
Interest revenue FIEUA - -
Depreciation on property and equipment MIERBEITE 1.5 7.1
Depreciation on investment properties WEMENE - 105.7
Amortization of prepaid lease payment BT A SR - 44.5
Write-back of housing inventories and property B EIEFFE & IEHERGNERE
under development for sales RYIEERE 39.8 -
Impairment of investment properties and HEMFEREERR REELERS
provision for rehabilitation works - 82.0
Expenditures for non-current assets IERBEES T 0.2 282.9
Cash inflows / (outflows) from: BERACGREIRE
Operating activities BIERE 1,060.1 235.3
Investing activities "EEE (0.2) (182.4)
Financing activities MEED - -
Total e 1,059.9 52.9

140 HONG KONG HOUSING SOCIETY @ Annual Report 2008



Reportable Segments
ZeUdlEa Gopag sl

Reconciliation
HEFE

Reportable Adjustments

Home Other  segment totals for corporate
financing Investments  Social projects operations AYRH D18 functions Totals
BFFE ®E [EI#818 B HAh & k] RETIRE TR 4azE
21.9 - 1.8 29.4 2,327.4 - 2,327.4
- - 0.2 7.5 22.2 0.1 22.3
11.0 868.9 - - 879.9 - 879.9
42.2 822.9 (218.0) 6.9 868.9 (46.7) 822.2
240.0 17,907.3 441 741 28,279.5 290.5 28,570.0
3.4 388.1 1741 4.8 1,445.7 146.0 1,591.7
21.9 578.8 1.8 - 602.5 - 602.5
0.1 - 7.5 0.3 16.5 19.2 35.7
- - - - 105.7 3.7 109.4
- - - - 44.5 0.5 45.0
- - - - 39.8 - 39.8
- - - - 82.0 - 82.0
- 0.1 8.0 0.4 291.6 20.0 311.6
133.7 (2.0) (114.5) 11.0 1,323.6 (28.7) 1,294.9
9.6 479.4 (8.0) - 298.4 (20.4) 278.0
- - - - - (5.0) (5.0
143.3 477.4 (122.5) 11.0 1,622.0 (54.1) 1,567.9
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29. SEGMENT INFORMATION (continued)

2007 —TE+
Property
Property sales leasing
MELE MERE
(in HK$Million) (BE¥EET)
Revenue from external parties SNRABIIA 402.4 834.7
Other income EAlg A 2.1 10.7
Investment income FERA - -
Net surplus/(deficit) for the year NEEFAS (BE) 4.9 168.9
Total assets HEE 5,825.2 5,088.0
Total liabilities BEE 391.5 428.6
Interest revenue FIEUMA - -
Depreciation on property and equipment MIERBEITE 1.5 7.0
Depreciation on investment properties WEMENE - 103.3
Amortization of prepaid lease payment BT A ERY - 44.5
Expenditures for non-current assets ERBEEZH 0.3 231.2
Cash inflows / (outflows) from: WERACRE) KA
Operating activities EIERE 411 333.0
Investing activities WEEE (0.5) (184.0)
Financing activities BMEES - -
Total FEEE 40.6 149.0
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Reportable Segments
ZeUdlEa Gopag sl

Reconciliation
HEFE

Reportable Adjustments

Home Other  segment totals for corporate
financing Investments  Social projects operations BY|ERA D48 functions Totals
BFaE "E EfcuEgE] HAh & FEkE REETNRE AR FEEE]
26.7 - 1.6 31.0 1,296.4 - 1,296.4
0.1 - - 7.5 20.4 0.1 20.5
7.6 1,389.3 - - 1,396.9 - 1,396.9
32.3 1,349.6 (132.5) 8.3 1,421.7 (33.0) 1,388.7
360.0 15,963.1 45.0 9.7 27,291.0 291.0 27,582.0
22.6 355.2 71.8 6.0 1,275.7 150.2 1,425.9
26.7 490.5 1.6 - 518.8 - 518.8
0.1 - 9.4 0.1 18.1 191 37.2
- - - - 1038.3 3.7 107.0
- - - - 445 0.5 45.0
0.1 - 43.6 - 275.2 22.7 297.9
56.2 (14.3) (128.3) 14.9 302.6 (32.7) 269.9
11.0 349.2 (43.3) - 132.4 (16.9) 115.5
- - - - - 6.1) ®.1)
67.2 334.9 (171.6) 14.9 435.0 (55.7) 379.3
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