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Corporate Planning and
Financial Management

TERIRGEERE

Net Assets
EEFE

(as at 31 March 2009)

(BE—ZThF=A=+—HIb)

HK$ Billion
BEHET

Rental Properties &
Other Fixed Assets
AR K EA
EEEE

Housing Inventories /
Properties under
Development for Sale

BFEEFE MEHERE
EES=LYES

Other Net Assets
HEiEEHE

5.5 (22%)

4.1 (16%)

15.6 (62%)

Despite the global financial tsunami, the Housing
Society continues to manage our finances both
prudently and responsibly. During the year, we have
continued with our strategic objective of serving our
customers through the provision of quality housing
and related services, while improving the quality of
living in the community at large.

Strategic Focuses

Under this objective, the Housing Society has
focused its business initiatives on four strategic
areas, namely housing for the elderly, building
management and maintenance, upgrading rental
estates and urban renewal.

In view of the ageing community, the Housing
Society continues to explore innovative housing and
services for our senior population across the middle-
income spectrum. These include reviewing and
building elderly housing facilities throughrehabilitation
of our rental estates and redevelopment of urban
renewal projects, and at the same time developing
elderly housing for the senior citizens with higher
affordability in two new sites at Tanner Hill and
Wetland Park.

Riding on the success of our Building Management
and Maintenance Scheme (BMMS) and the Building
Maintenance Grant Scheme for Elderly Owners
(BMGSEO), the Government further invited the
Housing Society to participate in “Operation Building
Bright” (OBB), a campaign to preserve jobs in the
construction industry and provide one-stop
assistance to owners of old buildings to carry out
repair works. A Voluntary Building Classification
Scheme (VBCS) was also under preparation to
complement the impending Mandatory Building
Inspection Scheme (MBIS) to be launched by the
Government.
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Despite freezing the domestic rents for another
year, the Housing Society continued with the
improvement and rehabilitation of our rental estates
to provide tenants with a safe and comfortable
living environment. Funds were also allocated for
urban renewal including various revitalisation and
rehabilitation projects that enhance the cityscape of
Hong Kong. To ensure that funds will be available
to redevelop our rental estates in the coming 20
years, the Executive Committee decided to turn
our long term investment portfolio into a sinking
fund for this purpose. The fund will be topped up to
HK$8 billion from our cash reserve.

To ensure the alignment of the strategic focuses of
the organisation with operational tactics, we
continued to refine our Balanced Scorecard system.
Our Scorecard emphasises a balanced approach
on four key perspectives: the provision of services
to our identified customer sectors, the financial
strength required to deliver our services, the
optimisation of internal processes, and the resources
and capabilities required by the organisation to
achieve our objectives.

We also continued to develop and implement an
enterprise  risk management framework to
systematically identify potential events that may
affect the operations, to manage the pertaining
inherent risks within a defined risk appetite, and to
provide reasonable assurance regarding the
achievement of the objectives of the Housing
Society. The framework comprises five key
perspectives: risk governance, risk assessment, risk
quantification and aggregation, risk monitoring and
reporting, and balancing of risk and control.
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Funds Committed for
Future Initiatives

a 5
RRFENABEES DM
HK$ Billion

BT

\

\‘C\
Redevelopment/ 8.0 (48%)
Rehabilitation of Rental
Estates
HHREER / EEEE
BMMS & MBIS 3.6 (22%)
[EFEB@RERATE]
FrsamspiEct 2l
Elderly Housing 3.0 (18%)
RERRE
Urban Renewal & City 2,0 (12%)
Revitalisation Projects
mRERMHEE(CER
Total 16.6
it 4
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Income Distribution
for 2008/09

—2EN/BAFRASM

(as at 31 March 2009)
(BE-_ZZhF=A=+—HIb)

HK$ Million
BEEET

Property Sales
MEHE
Property Leasingand  895.9 (41%)
Management Income
MEREREBIA

Others
Hith

1,277 (58.5%)

11 (0.5%)

Under the framework, key strategic management
risks and operational risks are identified, evaluated,
prioritised and monitored. Moving forward, the
management will proactively monitor and manage
the risks faced by the Housing Society through a
systematic approach.

Financial Management

At the beginning of the financial year when the
Housing Society budget was prepared, we
anticipated a slowdown in the global economic
growth and in the financial markets. We were
additionally concerned that the equity and fixed-
income markets seemed to be driven more by
liquidity than by sound fundamentals. Noting the
potential consequences, we lowered the expected
return from these instruments and decided to
maintain a conservative approach to asset allocation.
However, what happened in the financial markets
during the year went a long way beyond our
expectations. What began as a sub-prime mortgage
problem with a drop in property prices in the United
States mushroomed to become a global financial
and economic crisis. The speed and the magnitude
of the de-leveraging on the market were ferocious.
Liquidity all but dried up and financial markets
plummeted.

Although our investments in equities were
significantly hit, our conservative approach in
maintaining more than 50 per cent of our investment
funds in cash paid off and cushioned the overall
impact.
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As at 31 March 2009, the Housing Society was
managing HK$16.4 billion in investment assets. The
financial crisis affected the returns of our investments
and for the year ended 31 March 2009, the Housing
Society recorded a loss of 10.89 per cent on our
overall investments, compared with a gain of 5.54
per cent for 2007/2008. With the exception of cash,
which recorded a return of 2.28 per cent, all other
asset classes suffered loss in varying degrees. Our
equity investments recorded a loss of 45.14 per
cent, while fixed income suffered a loss of 3.26 per
cent. Meanwhile, our hedge fund investment also
recorded a drop of 10.85 per cent in its value.

The long-term portfolio of the Housing Society also
recordedalossof36.09 per centand underperformed
the benchmark by 2.74 per cent. Our Hong Kong
equity manager and global fixed income managers
outperformed respective benchmarks, but this was
partly off-set by the underperformance of our hedge
fund and global equity managers.

For the medium-term portfolio, which was all in fixed
income, a loss of 4.32 per cent was booked, which
underperformed the benchmark by 4.49 per cent.
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Expenditure
Distribution for
2008/09

—REN\/BAEXHSM

(as at 31 March 2009)
(BE-TTNAF=A=1+—H1t)

HK$ Million
BEEET

Property
Development and
Related Costs

MEERRABRA
- Property Leasingand  383.9 (19%)
Management
Expenses
PEHEREEXH

Staff Costs
BIRA

Assets Depreciation
and Amortisation
BENERBH
Financial Subsidy to
Home Owners

AT EERENTE
¥)

910.7 (44%)

307.1 (15%)

201.1 (10%)

87.4 (4%)

Revitalisation Project
Expenditures

EEHEA X

Other Operating
Costs

HAhE@ERm A
Investment Expenses
BEXH

59.7 (3%)

57.1 (3%)

36.3 (2%)
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Net Assets Value

HK$ Million
BEEET
©
is S o
N~ = :
© © < & g
b <
2 3 8
N ‘
2005 2006 2007 2008 2009
as at 31 March
HE=A=1+—H1

For the short-term fund, we stayed away from
chasing risky yields and adhered to the strategy of
using the interest rate differential between the Hong
Kong dollar and the US dollar to capture additional
interest. We had no exposure to Accumulator-type
investments or toxic investment products. This
strategy worked well for us especially in an
environment where even money market funds
became uncertain. For the year ended 31 March
2009, this strategy accounted for an additional
return of 0.15 per cent. Overall, the short-term fund
achieved a return of 2.28 per cent, outperforming
the benchmark by 0.33 per cent.

Loan Administration

As at 31 March 2009, the Housing Society was
managing 18,934 loans granted under various loan
schemes. During the year, the repayment holiday of
54 borrowers expired and these borrowers had to
start their monthly repayments. Meanwhile, 134
loans were granted to borrowers under our Home
Renovation Loan Scheme (HRLS); 3,717 borrowers
have fully redeemed and 99 have partially repaid
their loans. Legal proceedings were instituted
against 415 default borrowers and 162 bankruptcy
proceedings were filed against those borrowers
whose repayment abilities were exhausted.
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Financial Results

For the year ended 31 March 2009, Housing
Society incurred a total net deficit of HK$1,815.9
million, after taking into account an investment loss
of HK$1,987.5 million. Operation surplus before
investment income/loss was HK$171.6 million.

The operation surplus occurred mainly as a result of
the sale of some remaining flats from the Sandwich
Class Housing Scheme and Flat-for-Sale Scheme.
A total of 846 units were sold at HK$1,274.9 million
last year. Of the net investment loss of HK$1,987.5
million, HK$2,069.6 million was unrealised loss.

BBRE
BE-FTAF=A=t-A &
HETAENATLEREHETRE
B BHEEERTARTN
E—FHEATET - ERHER
AW BRN - BERBA—E
tF—EAHET

EERKTIERGHEROEERE
Eitg I RIEZBEE I RHnE
- 2% BHEHN\BEAKE
Bl AaftkET - EBETHAEL
TET - EREBEFETNLEN
TLBEATETET AT ERX
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Investment Portfolio
?ﬁﬁn é

(as at 31 March 2009)
(BEZZTNF=A=1+—HIb)

HK$ Million
BERETT

Long Term
RPRERE

Medium Term
PHIREES

Short Term
EEREES

3,556 (22%)

3,570 (22%)

9,301 (56%)
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