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B R

Statement of Comprehensive Income 2 & ¥ &

For the Year Ended 31st March 2010 BZ=—ZE—ZF=A=+—HIFE

Note
(in HK$Million) (BE¥EHERT) Ff=E 2010 2009
INCOME A
Revenue I=EPN 6 917.5 2,162.5
Other income Haug A 27.1 21.4
944.6 2,183.9
EXPENDITURE F
Property development and YRR BBERK
related costs 6.0 902.9
Marketing and selling expenses THiERIHEEH - 7.8
Property leasing and BEFHEEREELE
management expenses 351.0 383.9
Staff costs B T Al s 330.2 307.1
Depreciation on investment REYETE
properties 124.3 124.3
Amortisation of prepaid lease HeEEMN LA ERX
payments 50.5 45.9
Depreciation on property and YIERRIEITE
equipment 29.3 30.9
Investment expenses REEH 37.7 36.3
Financial subsidies to home BT IEEEETNIEER
owners 180.2 87.4
(Reversal of provision for)/ (MESE(LIE B #%E) &t
revitalisation project HE X H
expenditures (9.1) 59.7
Other expenses Hib 52.2 65.1
Auditor’s remuneration ZEETEN & 0.8 0.8
1,153.1 2,052.1
Staff costs capitalised BIRAEE (35.9) (31.0)
Amortisation of prepaid lease BesFE S T ST EEL
payment capitalised (4.5) -
Reversal of unutilised e 4 &S TN R EA
development cost for R
completed projects upon
issue of final accounts (92.0) -
1,020.7 2,021.1
(DEFICIT)/SURPLUS BEFORE BEWRA(BXR)ATH(EE),
INVESTMENT INCOME/(LOSS) Btk (76.1) 162.8
Investment income/(loss) BRERA (1BX)
Investment related financial ERERENVEEERER
assets and liabilities
— Gain/(loss) on disposal - HEER,(B%) 337.3 (387.2)
— Increase/(decrease) in - AREEEM G
fair value 1,403.4 (2,069.6)
Other investment income Hig Bl A 300.6 478.1
7 2,041.3 (1,978.7)
NET SURPLUS/(DEFICIT) AND KEERE(FE)SEREE
TOTAL COMPREHENSIVE WA (XZH)
INCOME/(EXPENSE) FOR
THE YEAR 1,965.2 (1,815.9)
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Statement of Financial Position Bf &R 3=

At 31st March 2010 RA=ZE—ZF=A=+—8

Note
(in HK$Million) (BEEER) FfEE 2010 2009
NON-CURRENT ASSETS FREBEE
Property and equipment MENZE 11 163.6 176.8
Prepaid lease payments FEMNLtEERX 12 1,895.0 1,931.5
Investment properties REYE 13 3,482.0 3,3568.1
Loans receivable FEWER 14 103.4 170.9
5,644.0 5,637.3
CURRENT ASSETS REBEE
Properties under development EHERENEERYE
for sale 15 2,955.5 2,889.4
Housing inventories BFEiEFE 16 1,317.7 1,246.2
Prepaid lease payments JE{T T A SR 12 49.2 48.9
Investment related financial EBRRENTHEE
assets 17 9,544.3 7,285.3
Loans receivable FEWERR 14 10.2 13.7
Accounts receivable and FEWRERFENEA
prepayments 18 182.4 213.9
Cash and bank balances HENBITLEER 19 8,831.9 9,463.4
22,891.2 21,160.8
CURRENT LIABILITIES REBAE
Loans from government BRER 20 (3.5) (3.5)
Investment related financial EBRRENTBARE
liabilities 17 (44.4) (102.1)
Sundry deposits, accounts MIERS  ENIREREIER
payable and accruals 21 (861.9) (886.0)
Provisions K 22 (282.5) (412.8)
(1,192.3) (1,404.4)
NET CURRENT ASSETS REEETE 21,698.9 19,756.4
NON-CURRENT LIABILITIES FREBEE
Accounts payable FE{TBRIE 21 (147.2) (159.7)
Loans from government BB 20 (68.1) (71.6)
(215.3) (231.3)
NET ASSETS EEEE 27,127.6 25,162.4

The financial statements on pages 85 to 127 were approved by
the Executive Committee and authorised for issue on 22nd July

2010 and are signed on its behalf by:

Yeung Ka-sing (Chairman)

K L Wong (Chief Executive Officer & Executive Director)
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B Rk
Statement of Changes in Net Assets EE FEEEIX

For the Year Ended 31st March 2010 BZ=—ZE—ZF=A=+—HIFE

NET ASSETS EEFE
- ACCUMULATED SURPLUS —BREAER
At 1st April [MA—H 25,162.4 26,978.3
Net surplus/(deficit) and total TEERE (FER)FER
comprehensive income/(expense) 2HEWBA (ZH)
for the year 1,965.2 (1,815.9)
At 31st March =A=+—H 27,127.6 25,162.4
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Statement of Cash Flows IR&RE2R

For the Year Ended 31st March 2010 BZ=—ZE—ZF=A=+—HIFE

(in HK$Million) (BEEET) 2010 2009
OPERATING ACTIVITIES BETE
Cash receipts from tenants HEEFRKENES 865.0 844.2
Cash receipts from flat buyers REFERFANEINIRS 11.2 1,269.6
Cash receipts from property owners REEFETFRNENIRS 122.3 112.0
Cash payments for property leasing and BEFHEREENRSH

management (352.0) (373.1)
Cash payments for site acquisition and Wt R RERAES S H

project development (104.7) (333.1)
Cash payments to employees in respect ETI&HFMMEEIERSLY

of salaries and other benefits (325.9) (309.0)
Cash payments for social projects CfEEEESTH (216.4) (62.0)
Other cash payments HiBE e H (47.8) (68.9)
NET CASH (USED IN)/GENERATED FROM HEFEEEESORE) HA

OPERATING ACTIVITIES HE (48.3) 1,079.7
INVESTING ACTIVITIES BETH
Interest received FEUEA 260.7 374.2
Dividends received BREUA 53.9 74.5
Payment for redevelopment/rehabilitation/ BEEYHXEE B BE

purchase of investment properties S (354.1) (139.3)
Payment for property and equipment YIERFRELE (19.5) (20.7)
Payment for investments BRELZH (483.0) (299.7)
Payment for investment management fees REEEES T (37.7) (34.5)
NET CASH USED IN INVESTING ACTIVITIES ®REZHRE KL T (5679.7) (45.5)
CASH USED IN FINANCING ACTIVITY RETBHR SR
Repayment of loans from government EERFER (3.5) (3.5)
NET (DECREASE)/INCREASE IN CASH AND B4 RHRLZE1ER (BY)

CASH EQUIVALENTS B hNFEE (631.5) 1,030.7
CASH AND CASH EQUIVALENTS ME—BRERBESEEEE

AT 1ST APRIL ey 9,463.4 8,432.7
CASH AND CASH EQUIVALENTS ZA=1+T—HBRERRELEE

AT 31ST MARCH HB#&F 8,831.9 9,463.4
ANALYSIS OF THE BALANCES OF CASH HEeRBESEEEB GO

AND CASH EQUIVALENTS
Cash and bank balances HERBITER 8,831.9 9,463.4
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Notes to the Financial Statements Bf & FMI

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”)

Up to the date of approval of these financial statements for
issue, the Hong Kong Institute of Certified Public Accountants
(“HKICPA”) has issued a number of new and revised
Standards, Amendments and Interpretations which are either
effective for annual periods beginning on 1st April 2009 or in
issue but not yet effective. The impact of these HKFRSs are
discussed below:

HKFRSs effective for annual periods beginning on 1st April
2009

The Housing Society has adopted all of the HKFRSs that
are relevant to its operations. Among these HKFRSs, the
followings had been early adopted in prior years.

HKAS 1 (Revised) Presentation of Financial Statements

HKAS 23 (Revised) Borrowing Costs

HKFRS 8 Operating Segments

Bt

EEEEHES(FEHS) DREETE
FEHEEBGAN-—NE-—FHA
TNAHEMEY  HEMBHEERER
WAMBRUNTBRABES TITE
“ANTREERL=TAE -

EEMENTEEHRETHE A
&« FRREME - FALBHEEEE
o

FHBHRERUBEIR - BETBEE
HE 2L o

ERHFTR&IETEBMEREE
Bl ([ HKFRSs |)

BEARMBREMERKE  EEBS
STER A EM IR LIS ER] ~ 8
SRR 2RI ([HKFRSs ) 1 - — 32 &
RIEENFUNE—BHRBEZFEES
BEXN  HRAUNKREN - BHEEL
HKFRSSHYS/EFF1BINT -

R-BENFNA-AHBRZFEFEHH
4 M HIHKFRSs
NEEEHEEEEBEAHKFRSs © B
EHEHR S EIHEM > THWESRA
FEIRPEHM -

BRETEREIR HBEHRRZZD

(#E1E7T)
EBEFERE23R EEMAE
(#E1E7T)

HRMBHEEN LEIE
5585
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Application of New and Revised Hong Kong Financial
Reporting Standards (“HKFRSs”) (Continued)

HKFRSs effective for annual periods beginning on 1st April
2009 (Continued)

The major impact of the adoption of the other HKFRSs during
the current financial year which had not been early adopted in
prior years is as follows:

(M)

(ii)

Amendments to HKFRS 7 Financial Instruments:
Disclosures

The amendments to HKFRS 7 expand the disclosures
required in relation to fair value measurements and
liquidity risk. In particular, the amendment requires
disclosure of fair value measurements by level of a
hierarchy. The Housing Society has not presented
comparative information for the expanded disclosures in
accordance with the transitional provision set out in the
amendments.

Amendments to HKAS 20 Accounting for Government
Grants and Disclosure of Government Assistance

As part of Improvements to HKFRSs (2008), HKAS 20
has been amended to require government loans at below
market interest rates to be recognised and measured
in accordance with HKAS 39 Financial Instruments:
Recognition and Measurement. Specifically, the
amendment requires government subsidised loans to
be measured at fair value on initial recognition and the
benefit derived from the below market interest, measured
as the difference between the fair value of the loans
on initial recognition and the proceeds received, to be
accounted for as government grants in accordance with
HKAS 20.

In accordance with the relevant transitional provisions,
the Housing Society is required to apply the requirement
prospectively to government loans received on or after
1st April 2009. The amendments to HKAS 20 did not
have impact on the financial statements as the Housing
Society did not receive any government loan during the
financial year.
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Notes to the Financial Statements B &R zR Mz

2. Application of New and Revised Hong Kong Financial
Reporting Standards (“HKFRSs”) (Continued)

HKFRSs in issue but not yet effective

The Housing Society has not early adopted the following
HKFRSs but is in the process of assessing the potential
impact and so far concluded that the application of these

R REBIETE BB RELE
B ([HKFRSs |) (&)

B B8 5K &£ R AIHKFRSs

EERHE I ARIEREMNT JIHKFRSS
BEEFHECFTEENEL - 2BaA
It EEHERAREHKFRSsERE

HKFRSs will have no material impact on its results and

financial position.

HKFRSs (Amendments)

HKFRSs (Amendments)
HKFRSs (Amendments)
HKAS 24 (Revised)

HKAS 27 (Revised)

HKAS 32 (Amendment)
HKAS 39 (Amendment)
HKFRS 1 (Amendment)

HKFRS 1 (Amendment)

HKFRS 2 (Amendment)

HKFRS 3 (Revised)

HKFRS 9

HK(IFRIC)-Int 14
(Amendment)

HK(IFRIC)-Int 17

HK(IFRIC)-Int 19

Amendment to HKFRS 5 as part of
Improvements to HKFRSs 2008*

Improvements to HKFRSs 20092
Improvements to HKFRSs 20102
Related Party Disclosures’

Consolidated and Separate
Financial Statements?
Classification of Rights Issues®

Eligible Hedged ltems?

Additional Exemptions for First-time
Adopters*

Limited Exemption from
Comparative HKFRS 7
Disclosures for First-time
Adopters®

Group Cash-settled Share-based
Payment Transactions*

Business Combinations?

Financial Instruments®

Prepayments of a Minimum Funding
Requirement”

Distributions of Non-cash Assets

to Owners?

Extinguishing Financial Liabilities
with Equity Instruments®

HHEXER VR BREATE -

BEMHHEES
(B3TA)

BEMHHEES
(B3TA)
BEMHHEES
(B3TA)
BBEHER
245 (R453T)
BBEHER
F275 (R453T)
BBEHER
#3235 (BFTF)
BBEHER
395 (BFT )
BEMHHEES
F1R(BTA)
BEMHHEES
FR(BTA)

BEMHHEES
F23R (BT R)

BEMHHEES
S35 (EB3T)

BEMHERE
R

B (R BRE
2RZEEE)-
REF1457
(B3TA)

B (R BRE
2RZEEE)-
REFLTH

B (R BRE
2RZEEE)-
REF19%

BEMBRERNESH 2B
i BRRZZZNFHEM
BRMBRER 20E
Z—#n1

R-ZZZNEEMEERE
HEEA 2

R-Z-ZEREMBEERHE

EER 2 R

BERKE

GARBUBBREK!
HED 8
RERHHIER"
BREAAL 2B R
HERRHATHES
MHHRERAETHR
BRENLBERMN
BRE# RS
SENREERAURD R
Y S PAT R
EE:VE

g At

REEARENENTE

AEEEDRFREEE

DRATAEHNBEE
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Application of New and Revised Hong Kong Financial
Reporting Standards (“HKFRSs”) (Continued)

HKFRSs in issue but not yet effective (Continued)
1 Effective for annual periods beginning on or after 1st July 2009

2 Amendments that are effective for annual periods beginning on or after
1st July 2009 and 1st January 2010, as appropriate

3 Effective for annual periods beginning on or after 1st July 2010 and
1st January 2011, as appropriate
4 Effective for annual periods beginning on or after 1st January 2010

5 Effective for annual periods beginning on or after 1st February 2010
6 Effective for annual periods beginning on or after 1st July 2010
7 Effective for annual periods beginning on or after 1st January 2011

8  Effective for annual periods beginning on or after 1st January 2013

In view that the Housing Society have substantial investments
in financial instruments and prepaid lease payments, the
effects of those related HKFRS amendments are further
discussed below:

HKFRS 9 Financial Instruments introduces new requirements
for the classification and measurement of financial assets and
will be effective from 1 January 2013, with earlier application
permitted. The standard requires all recognised financial
assets that are within the scope of HKAS 39 Financial
Instruments: Recognition and Measurement to be measured
at either amortised cost or fair value. Specifically, debt
investments that (i) are held within a business model whose
objective is to collect the contractual cash flows and (ii) have
contractual cash flows that are solely payments of principal
and interest on the principal outstanding, are generally
measured at amortised cost. All other debt investments and
equity investments are measured at fair value. The application
of HKFRS 9 might affect the classification and measurement
of the Housing Society’s financial assets.
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Application of New and Revised Hong Kong Financial
Reporting Standards (“HKFRSs”) (Continued)

HKFRSs in issue but not yet effective (Continued)

As part of Improvements to HKFRSs issued in 2009, HKAS
17 Leases has been amended in relation to the classification
of leasehold land. The amendments will be effective from
1st January 2010, with earlier application permitted. Before
the amendments to HKAS 17, lessees were required to
classify leasehold land under operating leases as prepaid
lease payments in the statement of financial position. The
amendments to HKAS 17 have removed such requirement.
Instead, the amendments require the classification of
leasehold land to be based on the general principles set out
in HKAS 17, that are based on the extent to which risks and
rewards incidental to ownership of a leased asset lie with the
lessor or the lessee. The application of the amendments to
HKAS 17 might affect the classification and measurement of
the Housing Society’s leasehold land.

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 recoghnition

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 as revenue
when the respective properties have been completed and
delivered to the buyers. Payments received from purchasers
prior to this stage are recorded as deposits on sale of
properties under current liabilities.

R REBIETE BB RELE
B ([HKFRSs |) (&)

B BB R &£ M EIHKFRSs ()

EAR-—ZENFRHH(RESEEY
BIRELAIN—BD - HBEFFHEA
FATHRIAE P ERELHEENSEE
RIEE TIERT - TR B —TF —
B—BEXM - WHEFRAER -E58
S ERSEATHRASET AT - ABEABS T
WHEREALEHE  EUKRRE
AH BB LAERY - HEETE
RIS 175R 8T E B MBRBEEER o 1535]
%> tHNEERIEBREBETTERE
175N — R AR - BREEEE
& E P RE AR RE A9 B AN 3R BN 5R A 1 AR
AREBANEEEE - EAHEES
FFERSEATHR NS B EEEER
SMLHAEN S EMETE -

TEESHBE

BREBo BA RS T A 0T SIS 5t BER P LA
DABEIIRI - AMBRERDEAE
EHASHEERREE BRSNS
FrBM BB R SRR -

LN

WARNEEERS TRHEEMNE
AR - FEHBRITHIER A E WEE T U
R 2 R EEE -

HEM WA R LAE R 2L TR &=
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Significant Accounting Policies (Continued)

Revenue recognition (Continued)

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 arrangements.
The difference between the fair value and the nominal value
of sales proceeds is initially recognised in net surplus/deficit
in the statement of comprehensive income as a reduction of
sales revenue and subsequently allocated to net surplus/
deficit in 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 on
initial recognition.

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

Property and equipment and depreciation

Buildings, 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 purposes 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.
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Significant Accounting Policies (Continued)

Property and equipment and depreciation (Continued)
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:

Over the estimated economic useful
lives of forty years or the unexpired
period of the land lease, whichever is
the shorter

Buildings and
leasehold property

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 net surplus/deficit 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 net surplus/deficit in 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 of 40 years or the unexpired period of the land lease,
whichever is the shorter.

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 net surplus/deficit in the statement of comprehensive
income in the year in which the item is derecognised.
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Significant Accounting Policies (Continued)

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 completed 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.

Financial instruments

Financial assets and financial 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 as an expense in net surplus/deficit in the
statement of comprehensive income.

HONG KONG HOUSING SOCIETY @ ANNUAL REPORT 2010
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3. Significant Accounting Policies (Continued)

Financial instruments (Continued)

(M)

(i)

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 net surplus/deficit 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 (“FVTPL”) comprise (i) investment- related financial
assets (including equity and debt securities, hedge
fund and financial derivative assets) and (ii) investment-
related financial liabilities (including financial derivative
liabilities), which are classified as held for trading (see
“investment related financial assets/liabilities” as
described in Note 17). These financial assets/liabilities
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 the end of the reporting period,
are included in the net surplus/deficit in the statement
of comprehensive income for the period. Until realisation,
gains and losses may fluctuate subsequent to the end of
the reporting period depending on market movements in
investment prices and foreign exchange rates.
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3. Significant Accounting Policies (Continued)

98

Financial instruments (Continued)

(iif)

(iv)

v)

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 (ii) the amount initially recognised less,
when appropriate, cumulative amortisation recognised in
accordance with HKAS 18 “Revenue”.

Derecoghnition

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 net surplus/deficit 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 net surplus/deficit in the statement of comprehensive
income.

HONG KONG HOUSING SOCIETY @ ANNUAL REPORT 2010
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Significant Accounting Policies (Continued)

Impairment of assets

At the end of each reporting period, 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. An impairment loss is
recognised as an expense immediately.

An impairment 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 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 end of the reporting period, 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.
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Significant Accounting Policies (Continued)

Government grants and assistance (Continued)

Loans from Government granted before 1st April 2009
at nil or low interest rate are initially measured at cost
and subsequently measured at amortised cost using the
contractual rate.

Foreign currencies

Transactions in currencies other than the functional
currency of the Housing Society (foreign currencies) are
initially recorded at the rates prevailing on the dates of the
transactions. At the end of each reporting period, monetary
items denominated in foreign currencies are retranslated at
the rates prevailing on that 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 currencies are not
retranslated.

Exchange differences arising on the settlement of monetary
items, and on the translation of monetary items, are
recognised in the net surplus/deficit 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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5. Financial Risk Management Objectives and Policies 5.
The Housing Society’s major financial instruments comprise
the followings:

(in HK$Million) (B¥EEBT)

Investment related financial assets ERRENVKERE

Investment related financial liabilities BERENGIEARE

Loans and receivables ERREWRERE

(including cash and bank balances) (BFERERIBITER)

Financial liabilities at amortised cost RIBE R AEANIR
0Ly py S =R

Loans from government BURFER

Details of the above 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.

(i)

Credit risk

The Housing Society is exposed to credit risk, which
is the risk that a counterparty may default on its bank
deposits, fixed income investments and accounts
receivable 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 end of the reporting period 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 of financial guarantee disclosed in Note
22(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.
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5. Financial Risk Management Objectives and Policies
(Continued)

102

(i)

(i)

(iii)

Credit risk (Continued)

For fixed income investments, the Housing Society
reduces 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.

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
sufficiently 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.

HONG KONG HOUSING SOCIETY @ ANNUAL REPORT 2010
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5. Financial Risk Management Objectives and Policies
(Continued)

(iii)

(iv)

Market risk (Continued)

Price risk

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

Fair value interest rate risk

The Housing Society’s exposure on fair value interest rate
risk mainly arises from its fixed deposits and investment
in fixed income investments (including financial
derivatives classified under investments related financial
assets/liabilities).

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.

Sensitivity analysis on significant financial assets

The Housing Society uses the Risk Budgeting approach
(“RBA”) to measure sensitivity and manage the financial
risks for its investments portfolio which comprises
financial assets and liabilities held-for-trading, bank
balances and other financial assets/liabilities at
the end of the reporting period. The RBA reflects the
interdependencies between interest rate risk, foreign
exchange rate risk and equity price risk.

The RBA estimates the variability and the expectation
of the returns over a given holding period for a specified
confidence level. The Risk Budgeting methodology is
a statistically defined, assumption based approach
that takes into account market volatilities, historical
views as well as risk diversification by recognising the
correlations between products and markets. At the
end of the reporting period, there was a 10% (2009:
10%) chance that the potential loss of the Housing
Society’s investments would exceed HK$711 million
(2009: HK$658 million) over a one-year period. The
number reflects the 90% probability that the loss on the
investments during a one-year period will not exceed the
aforesaid figures.
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5. Financial Risk Management Objectives and Policies 5. BXRKREEEERBE @)
(Continued)
(iv) Sensitivity analysis on significant financial assets (ivy MIBEESBEDINE)
(Continued)
The RBA has limitations associated with assumptions RBAEH AT AWV ER A FTPR & o
employed. It is based on historical experience and HEFERUBENKERNESE
forward looking judgement on various economic factors RERZOFE - EXRREEK
such as interest rates, foreign exchange rates and equity ERRNWELEWHE AHER 7S
prices. This implies that the approach does not take into ENEREFHAREEREMISRE
account of any sudden changes in market behaviour. A e HIRAITER ©
6. Revenue 6. HEHEWA

Revenue from property sales HEMERA 2.4 1,274.9
Revenue from property leasing LIEZEN=T,ON 865.3 846.1
Revenue from property management YIEEBIA 40.6 30.8
Interest income from loans receivable FEWERF S A 9.2 10.7
917.5 2,162.5

7. Investment Income/(Loss) 7. BREWA(B%)

Investment related financial assets BEBRRENTEERE
and liabilities REE&
Gain/(loss) on disposal HERF(BX) 337.3 (387.2)
AREEEM
Increase/(decrease) in fair value GEa) 1,403.4 (2,069.6)
Other investment income HtnRE WA
Interest income FEUWA 253.2 342.3
Dividend income BREWA 53.9 74.5
Exchange differences ERZEZE (6.5) 61.3
300.6 478.1
2,041.3 (1,978.7)
Movements in fair value on investments are unrealised and RENAABENSEZAREEN > T
may fluctuate subsequent to the end of the reporting period LERBEHRENTEEREBER
subject to subsequent market movements in investment SMNEHIBEAFEN M E ©

prices and foreign exchange rates.
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8. Executive Committee Members’ Emoluments and Fees 8. HITZESZECZMERER

The aggregate emoluments of the members of the Executive HITZESZENEHFMBENT ¢
Committee are as follows:

Honorarium [T B 0.7 0.7
Basic salary, housing allowances, HAFHSE  EEEE
other allowances and benefits in kind HinZEREREYIN = 3.5 4.9
Provident fund contribution DIESHER 0.3 0.4
3.8 5.3
4.5 6.0
Their emoluments fall within the following bands: HM &5 THIZE4

Nil — 1.0 M _1.0 11 11
3.5-4.0 3.5-4.0 1 =
5.0-5.5 5.0-5.5 - 1

12 12
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9. Emoluments of the Five Highest Paid Individuals 9. EfuEEMEMNAL
Of the five individuals with the highest emoluments, one ERUBRESME A TWAEMS » —1
(2009: one) was member of the Executive Committee whose HITZESZENMES (=T hE :
emolument is included in Note 8 above. The aggregate —)EEEEMTNAR » HeRmu A
emoluments for the remaining four (2009: four) individuals THAESHM(ZTTAF - ) BEN
were as follows: ™
Basic salary, housing allowances, HAFHSE  EEEE
other allowances and benefits in kind HbZaE R B E 10.8 11.7
Provident fund contribution DIEEHER 0.3 0.6
11.1 12.3
Their emoluments fall within the following bands: HM &5 THIZE4

1.5-2.0 1.5-2.0 1 =
2.5-3.0 2.5-3.0 1 1
3.0-3.5 3.0-3.5 2 3

4 4
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10. Taxation 10. BIE
The Housing Society is a charitable institution and is EENSARSHE  RIETKERGE
exempted from Hong Kong taxation under Section 88 of the N+ REBRBMEBRIE o

Hong Kong Inland Revenue Ordinance.

11. Property and Equipment 11. YEREE

COST 5N
At 1st April 2008 —EENFHA—H 149.1 34.6 248.9 432.6
Additions NE - - 20.7 20.7
Written off/disposed of  #fif& HE - - (2.6) (2.6)
At 31st March 2009 —EENFE=BA=1+—H 149.1 34.6 267.0 450.7
Additions nE = - 16.1 16.1
Written off/disposed of  #fif& HE - - (2.7) (2.7)
At 31st March 2010 —E-Z2HF=A=+—H 149.1 34.6 280.4 464.1
DEPRECIATION ERRE
AND IMPAIRMENT
At 1st April 2008 —EENFHAE—H 57.1 1.6 186.9 245.6
Provided for the year REERE 3.6 1.2 26.1 30.9
Written off/disposed of  #fif& HE - - (2.6) (2.6)
At 31st March 2009 —EENFE=B=1+—H 60.7 2.8 210.4 273.9
Provided for the year REERE 3.7 1.3 24.3 29.3
Written off/disposed of  #fif& HE - - (2.7) (2.7)
At 31st March 2010 —E-=ZHF=A=+—H 64.4 4.1 232.0 300.5
CARRYING VALUES EREE
At 31st March 2010 —E-FF=F=1+-—H 84.7 30.5 48.4 163.6
At 31st March 2009 —EEAF=A=1+—H 88.4 31.8 56.6 176.8
The leasehold property is situated in Hong Kong and held MEBFEVNRE BT P ERLE
under a medium-term lease. V=
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12. Prepaid Lease Payments 12, AL HEERX

The carrying value of leasehold land which is situated in Hong NAEBHHAE T IR EEE -
Kong comprises:

Long leases (not less than 50 years) FORETENREIAELN 145.3 150.7
Medium-term leases (less than PRAETEEFRDRTF

50 years but not less than 10 years) KR ERFR AT 1,798.9 1,829.7

1,944.2 1,980.4

Analysed as follows: DT

Current assets MENEE 49.2 48.9

Non-current assets EREBEE 1,895.0 1,931.5

1,944.2 1,980.4
13. Investment Properties 13. BREWE

coSsT A
At 1st April mMA—H 5,671.8 5,515.5
Addition NE 285.2 156.1
Transfer from property under HIEHEREERERYE

development for sale LEPN - 0.2
At 31st March =H=+—8 5,957.0 5,671.8
DEPRECIATION AND IMPAIRMENT MENRE
At 1st April HA—H 2,313.7 2,117.7
Provided for the year REEIFE 124.3 124.3
Impairment loss REE K 37.0 71.7
At 31st March =A=+—H 2,475.0 2,313.7
CARRYING VALUES EREEAE 3,482.0 3,358.1

108 HONG KONG HOUSING SOCIETY @) ANNUAL REPORT 2010



Financial Statements

g EHR
Notes to the Financial Statements Bf#& i EMI

13. REVE @)

13. 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 (i) the Government may or may not consider giving
approval for the Housing Society to sell any or all of its rental
estates; (ii) there are no comparable market transactions to
provide references; and (iii) 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 commencing during the past few
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.

AREE

EERENREYMETEREERGIEH
F9 T tth E BRI HEEER - BT ER
W EFE ARSI EEHE R
ENEERY - BEREVENAAE
BEERUTHEEZM AT S5 ()
NagErEiEEREHEHEELEMR
2IMHAYE ; (iR E R AELERNT
BR5; (i AHREPEERAMNEHE
=Hle -

WiE
BN EASBEYEREEREY
EMELIWE Y - HBRE LBME
EERSMEHNEAES, ERIR
B EREYNEEAASFAERE
o

REFIFFEARERAEZZ/BER
FEFNBH IRELESE EEERRE
TITRAAETERBSHZHRKDE - &
EMECAORSEERAEREER
ARRESAEREZBEREGE o
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14.

110

Loans Receivable

Loans receivable represents mainly the second mortgage
loans granted to the flat buyers and unsecured loans
granted to home owners under the Building Management and
Maintenance Scheme. All the secured loans are secured by
residential property.

14. EWER

EHREREERIEDEFTERMIEMN
FRBER  AEBFEREMBRS
AE . REFTRHNREERFE
o FIERERNERR UMEEYHEE

H oo

Secured mortgage loans BIKHERIZIBER 110.2 186.4
Unsecured loans EINIHMER 10.0 7.2
120.2 193.6
Less: impairment losses A OREE L 6.6 9.0
113.6 184.6
Representing: FrgBE KK :
Due within one year —FREH 10.2 13.7
Due after 1 year, but within 2 years —FEZ_FREH 7.4 11.7
Due after 2 years, but within 5 years —FERFAERIE 19.0 27.0
Due after 5 years HELIEZIHE 77.0 132.2
Total due after 1 year —FLREIHREEE 103.4 170.9
113.6 184.6

Interest rates applicable to the above loans receivable are set
out below:

BERBRERNFRRIMT:

Contractual interest rate S FI= Prime rate
BREERR
Effective interest rate EE = Prime rate
REEF R

The fair values of the above loans receivable approximate to
the corresponding carrying values at the end of the reporting
period.
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14. Loans Receivable (Continued)

14. EWER(#®)

The movements in allowance for impairment losses were as REBREENEENT !

follows:
(in HK$Million) (B¥EERT) 2010 2009
At 1st April MA—H 9.0 11.7
Reversal & (1.6) (2.6)
Bad debts recovered AR (0.8) (0.1)
At 31st March =B=+—H 6.6 9.0

Impairment of the above loans is assessed individually when
any borrowers are unable to settle overdue installments for
more than six months. At the end of the reporting period, the
carrying amount of these individually assessed loans before
individually determined to be impaired was HK$4.7 million
(2009: HK5.3 million) and impairment loss of the loans was
HK$4.7 million (2009: HK$5.3 million).

Thereafter, if the Housing Society determines that no objective
evidence of impairment 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 2009 and 2010, the carrying 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.

BERARGEEENELLNEEER
B ZERKREBLXEHERFTE -
RIREER - WERFARENERE
BEANEAEABENELTET
—EENE: BETIRE=1TE8Rx) H
BEBLXABENEEtTERL(ZEE
hE: BERR=1ERx)

Hit  BERHEREENTEERL
FEBAERE  HEER(EAEA
87 SRR A B RABRNER
B HEROBEEERRILEER
B EE RS RA IR BRI LA
B o

R-BENFR-_ZF—ZEF=A=+—
H EEHSIREERBHERME
BENER - MEERHERRREER
KWER  AHEARFEE A
PHERRAFEYEERBNERT
B EAFE > ZEERNEE
BERRIEEANESE -
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15.

16.

17.

112

Properties Under Development for Sale

15. FHERBNBEPYE

At 1st April MA—H 2,889.4 2,620.2
Additions during the year IR I AN 66.1 205.3
Transfer from prepaid lease payments EEEMN LA ER Y - 64.1
Transfer to investment properties HERIREYE = (0.2)
At 31st March =A=+—H 2,955.5 2,889.4

The amount is expected not to be recovered within 12 months
from the end of the reporting period.

Housing Inventories

All housing inventories at 31st March 2010 are expected to
be recovered within 12 months after the end of the reporting
period while at 31st March 2009 a sum of HK$1,246.2
million were expected not to be recovered within the 12
months.

Investment Related Financial Assets/Liabilities

FHA L2 BIHAEEREMREN

+=ERRWE -
16. BFEE

FER=-Z—ZSF=A=1+—HW#E
FEEEREREHERTZEARNK
g - AZEBEENEFE=A=1+—8 B
T ROAFTARE=TETNEFEER
SEZBREHARAN T =B RKE -

17. ERRENMBEERER

(i) Investment related financial assets (i) ABIRENGEEE

Listed equity securities EHRAES
Hong Kong BB 1,032.5 913.7
Overseas S 3,034.8 1,454.0
4,067.3 2,367.7
Overseas debt securities BIMES 5174.5 4,588.8
Other security investments HihBHRE 302.5 328.8
9,544.3 7,285.3
(i) Investment related financial liabilities (i) AEIRENTEEE (44.4) (102.1)
9,499.9 7,183.2

The increase or decrease in fair values at the end of the
reporting period are unrealised and may fluctuate subsequent
to the end of the reporting period subject to subsequent
market movements in investment prices and foreign exchange
rates.
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17. Investment Related Financial Assets/Liabilities (Continued)

At the end of the reporting period, the investments are
denominated in the following currencies:

17. FARENMBEEREE@®)

R|BERR - MERERUTIIERE

5 .

US dollars E 3,532.9 4,336.6
HK dollars B 1,653.2 913.7
Euro e 2,405.5 935.5
Japanese Yen =] 665.2 501.3
Pound Sterling HEE 457.0 237.5
Other currencies HithE# 786.1 258.6

9,499.9 7,183.2

The maturity of the investment related financial liabilities is as

BFRRENMBEEIHMAITAOT

follows:
Within 1 month —f@A R 15.5 15.2
After 1 month but within 3 months —EBRZE=EARK 19.7 40.2
After 3 months =f@R#%& 9.2 46.7
44 .4 102.1

The following table provides an analysis of financial
instruments that are measured subsequent to initial
recognition at fair value, grouped into Levels 1 to 3 based on
the degree to which the fair value is observable:

— Level 1 fair value measurements are those derived from
quoted prices (unadjusted) in active markets for identical
assets or liabilities.

— Level 2 fair value measurements are those derived from
input other than quoted prices included within Level 1
that are observable for the assets or liabilities, either
directly (i.e. as prices) or indirectly (i.e. derived from
prices).

— Level 3 fair value measurements are those derived from
valuation techniques that include input for the assets or
liabilities that are not based on observable market data
(unobservable input).

TREHRADSERRUAARBERE
MPBE TRz BEAAAREBETE
ERESR—E=R -

- FE-RA/EEENRAMERE

ERBBERNFRTSHRE CRKHA
B)o

- FIRAABEAEDNREREES

—RIBE S - REZEEREE
HEE(AER) REZ(REE
BN BEEARIE -

- F=RA/EEEIRBERER
I IF AT 5 2 AT BB i A BB B R
EESEEMEZMERE(TT
BRmARE) -
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17. Investment Related Financial Assets/Liabilities (Continued) 17. BB ENMKEEREE®)

Investment related ERRENIBERE
financial assets 4,115.8 5,134.7 293.8 9,544.3
Investment related BRERENUBERE
financial liabilities (34.8) (9.6) - (44.4)
4,081.0 5,125.1 293.8 9,499.9
There were no transfers between Level 1 and 2 during the REPRITEE-—RNEE_ReEzE
year. o
The fair values of level 1 financial assets and liabilities are F—RUBKEEEESBEN A TEERN
determined based on the quoted market bid prices. The fair MEBRETE  F_RYKEEHES
value of level 2 financial assets and liabilities are determined & RU—RIAATNEEEXR AR
in accordance with generally accepted pricing models using HERTANTIERZRAE  F=&
prices from observable current market transactions and dealer MR EEFERRELSEMNME -

quotes from similar instruments. The fair value of Level 3
financial assets is stated at fair value estimated by the fund’s
investment manager.

18. Accounts Receivables and Prepayments 18. BYIRERANE
Rent and interest receivables EWHESRFE 12.8 14.7
Investment receivables ERHERE 89.4 182.0
Deposit paid & 54.9 =
Sundry debtors HETEPEURBR TR 13.8 12.4
Prepayments FENER 115 4.8
182.4 213.9
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18.

19.

Accounts Receivables and Prepayments (Continued)

Included in the above are financial assets of HK$116 million
(2009: HK$209.1 million) which are denominated in the
following currencies:

18.

EWERERANER®)

LB FEREUBEERERR
—R-—TFABEBR(ZEZNF | BE
“REAE-TEBR) MBEERMNU
THERES

HK dollars B 23.0 24.7
US dollars ESpH 29.5 108.1
Euro BE 44.2 38.8
Other currencies Hih g 19.3 37.5

116.0 209.1

At the end of the reporting period, the fair values of above
financial assets approximate to their corresponding carrying
values.

Cash and Bank Balances
Cash and bank balances comprise mainly bank deposits with

maturity of three months or less. At 31st March 2010, the
balances are denominated in the following currencies:

19.

LU EMBREEN D ABEERENE
HAREREERY o

o

RERRITHER

RERBITEKTIEVEEIN=(EA
RNEMWRITER - R-ZF—ZFF=A
=t—B RERBITEHKIUATIE
WEE

HK dollars et 6,012.5 6,923.6
US dollars ETT 2,769.6 2,490.7
Other currencies Hibg#s 49.8 49.1

8,831.9 9,463.4

The bank deposits carry an average fixed interest rate of 0.4%
(2009: 0.9%) per annum. The carrying amounts of the cash
and bank balances approximate to their fair values.

FHRTERFNRRE I Z22HN
(Z2ZNF BOZERN) - RITH
RO AEEEREERS -
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20. Loans From Government 20. BHIFER

Loans from government repayable B EFIR T SR ER
Within 1 year —FR 35 3.5
After 1 year, but within 2 years —FEMER 35 3.5
After 2 years, but within 5 years MEZRFR 10.5 10.5
After 5 years "EFELE 54.1 57.6
71.6 75.1
Less: Amount due within one year W BREERBEEEERN
included in current liabilities —FRAEERH D 3.5 88
Amount due after one year —FRE AR 68.1 71.6
All the loans from government were obtained prior to 1st DEBREREZR-ZEZENFNA—HAH
April 2009. The loans are interest free and repayable in 480 AIEE - BRRRE  HERPAESD
equal monthly instalments from the draw down date. The fair MEN+HEEGAER - RIBEREH
value of the loans at 31st March 2010, which is determined RWTHIEFREF L FERWARRRES
by discounting the estimated future cash flows at the market mE  HR-ZZE-ZF=A=+—-H2
rate prevailing at the end of the reporting period, is HK$53.8 AREBEEABBET=ZNTER(=
million (2009: HK$61.1 million). ZEENF  BERT-—BE—TER)
21. Sundry Deposits, Accounts Payable and Accruals 21. ¥ERZRE - ENRERESIER
Payables on purchase of investments ELBARE 410.8 403.6
Tenants, sales and sundry deposits e HERMERS 73.1 80.7
Accounts payable FE(SRRIE 235.2 252.8
Accruals EsTEA 120.3 129.2
Lease income received in advance UGk 169.7 179.4
1,009.1 1,045.7
Less: non-current accounts payable B FERENE(TRRRK 147.2 159.7
861.9 886.0
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21. Sundry Deposits, Accounts Payable and Accruals
(Continued)

Included in the above were financial liabilities of HK$839.4
million (2009: HK$866.3 million), of which 96% (2009: 97%)
was due for settlement within 60 days and 4% (2009: 3%)
was after 60 days. The financial liabilities are denominated in
the following currencies:

21. MIEZRE EFREREIER

(&)

LB FEREUBAEERERSR
NE=FhEO+EBR(Z2FhF:
BENAEATAB=ZTER)  HF
BAZhtTA(ZZEZRF BHZ
AT RBEBREATRREEE
B HHEAIZEH(Z2EhEFE  BD
ZE)RATRERS - MBEEERN
THEWESE

HK dollars pcdied 436.1 462.7
US dollars EpH 223.2 267.3
Swiss Francs I EEB 31.9 0.3
Euro ¢ 83.9 39.5
Japanese Yen =] 16.3 49.8
Pound Sterling R 26.7 43.4
Other currencies HihE#® 21.3 3.3

839.4 866.3

At the end of the reporting period, the fair values of above
financial liabilities approximate to their corresponding carrying
values.

22. Provisions

L ENEBEEN LD R EEARNREH
REVFREENA ©

22, %

At 1st April 2009 —EEAFNA—H 208.4 64.4 140.0 412.8
Amount provided RRERE 5.3 - 35.2 40.5
Amount reversed EERE (49.4) (9.4) (7.3) (66.1)
Amount utilised CERSHE (80.7) - (24.0) (104.7)
At 31st March 2010 —E-FF=H=+—H 83.6 55.0 143.9 282.5
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22. Provisions (Continued)

118

(i)

(if)

(iii)

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 revitalisation works for committed social
projects. Related payments are expected to be incurred
within the next three financial years.

Provision for financial guarantee

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 2010, total contingent liabilities in respect
of the guarantee are estimated to be approximately
HK$1,514.5 million (2009: HK$1,531.7 million) which
could be required to be settled on demand.

Based on expectations at the end of the reporting period,
the carrying amount of the financial guarantee as at
31st March 2010 is subject to change depending on
the probability of the counterparty claiming under the
guarantee which is a function of the likelihood that the
financial receivables held by the counterparty which are
guaranteed suffer credit losses.

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.
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(iii)
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23.

24,

Commitments for Property Development and 23. MEBBRAESEIE
Improvements
At the end of the reporting period, the commitments in respect REBENRERBERERRWERETFTEE
of properties under development and rehabilitation work which IRRARNAESERENT:
have not been provided for in the financial statements are as
follows:
Contracted but not provided for ERNEREHBENIRE 2,399.1 567.4
Authorised but not contracted for ERZEMRBNNIE 10,095.8 8,156.6
12,494.9 8,724.0
Operating Lease Arrangements 24, EERNTH
At the end of the reporting period, the Housing Society had RBEHR > EEHSHEABELHEEH
contracted with tenants for future minimum lease payments HHEMENTABCEEERLY » RT3
under non-cancellable operating leases in respect of rented ZIEAREPR Y B DS URA

premises which fall due as follows:

Within one year —FR 200.7 182.0
In the second to fifth year inclusive MERER 100.3 1125
Over 5 years RELE - 0.9
301.0 295.4
Majority of the leases are negotiated for terms ranging from RBDHENARB—E=F - RE D
two to three years. Rentals are generally fixed over the lease FESHESRZERGEER2AE
terms except that rental of certain carparks is calculated on XBPBEILEE  HiEESEROH
a percentage of their respective car parks operator’s gross A— R EEER °
revenue.
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25.

120

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.

25.

RASENGE

FEHEAESEREESREMERE
HRRAEEE - 2BIBIEEMARR
RREST B IREFIEAEESEE ] -
ZEFENEEREEHRENEEDD
A AFRBEEETAMEEN

FEEHE R AEF BB ERL =
FTERMRAER  X2BIAZEK
XERA o fl ERHEFORNRRETTS ] -
fii B 8 N2 8= 2 = AR AEFIAR K
ZaT &) BUR MR E A ARREERE
EHERAIARRER - AXMAETEA
THER  IRBUABGIDERS
B LR EINES -

(in HK$Million) (B¥EET) 2010 2009
Contribution to the schemes TR (B HRUR )

(net of forfeiture) 25.4 25.0
Utilisation of forfeited employer’s BRWHEE AR

contribution for payment of trustee’s SREATEEA

administration charges 0.4 0.4
Balance of forfeited employer’s R=A=+—BREANHERI

contribution not utilised EEHREEER

at 31st March 23 1.9
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26. 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 end of the reporting period, total carrying value
of the above lands including related acquisition costs
was HK$1,434.2 million (2009: HK$1,524.6 million).
Relevant costs were grouped under prepaid lease
payments and housing inventories.

During the years of 2010 and 2009, 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. Details of the
loans are set out in Note 20.

26. BFERRER

U]

(if)

EE A ERE
BEEBERILUR  BFAEH
BREFEE T EEFWARENE
RE OEEHESHH—Htih o
R F A 9 E - TR AI(t i
RFRD R A0 T 45 751 B9 HA BR A5 7R
RURSIZLER M EAE R EE
RIE o

ZELHRAMIRRARRE - ALE
BAHHEARENE R AR TS
BEN=22—H#tH  BUEERE
BYUBEERHEZSEEETS
ERFENHBRENETHSEEBEN
—oz—#td mMAUERIELR
HEBEEERFREEAAMUEA
g EE i ERTHERE -

RIREB R - Zit + i EH R
BERANER@DEBEA B
THUE=FTEHE-_+B8IT(ZZEF
hE  BE+REE-TEAEATE
7C) ° MM AE FIARTES -
HHEERIREFEE -

R-B-ZER-ZFBIE  FE
BEIRENHEETBUT -

BRFER
FHEP-BAHBREE RAK
RHEES - ERFATIRHE
—tre
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27. Related Party Transactions 27. BEREALTZRE
rEEEEHEH LEETEREET
MEE - BFRBSEBEEREET
BAE  ETUTEARRS :

During the year, the Housing Society entered into the following
material transactions with related parties which comprise the
members of Supervisory Board and Committees, Government
and Government related organisations and key management
personnel:

122

() Government and other () HFREMBUTHEE
government organisations
Income from Private FERESHET
Sector Involvement BEREBRE
Scheme BRAS st BB A 25.6 16.8 3.5 3.0
Expenses on Urban TEEETERET
Renewal Scheme and TELH
property management 9.1 7.4 - =
Mixed Development RERE (0.2) -
Receipt on behalf KA 25.7 54.5
Repayment &2 (25.5) (56.8)
0.2 (2.3)
Premium for Flat-For-Sale FBRETEETHE
Scheme (7.9) (2.1)
Receipt on behalf (MU ON 83.2 40.6
Repayment &z (77.4) (42.5)
5.8 (1.9)
Loan repayment EBEBRER 35 3.5 (71.6) (75.1)
(i) Others (iy Hftr
Construction works BETRE 65.3 29.3 (7.4) (7.2)
Professional fees HEEH 0.2 - - -
Bank interest income/ RITASWA R
balance 0.2 - 0.7 -
Others Hith 41 3.7 (0.3) (0.3)
(i)  Emoluments of key (i) EEEEAEHH
management personnel 15.6 18.3 - -
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28. Segment Information

The Housing Society’s reportable segments are strategic
business units that offer different products and services,
and managed separately based on required professional
knowledge and strategies. All assets and customers are
located in Hong Kong. Types of products and services are set

out below:
Property sales

Property leasing

Home financing

Investments

Social projects

Other operations

Develop properties for sales

Lease and manage own properties,
including subsidised rental flats,
commercial premises and carparks

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

Invest in security markets and time
deposits to preserve the value
of capital

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

Provide building management service
to private and public housing
estates.

For the purposes of monitoring segment performances and
allocating resources between segments:

Segment surplus/deficit is determined by aggregating
income earned and expenditure incurred by each
segment without allocation of corporate administrative
expenses. This is the measure reported to the chief
operating decision maker (i.e. Executive Committee) for
the purposes of resource allocation and performance
assessment.

All assets are allocated to reportable segments other
than office buildings and related prepaid lease payments
for corporate administrative purposes.

All liabilities are allocated to reportable segments other
than accrual expenses for central administrative costs.

28. £EE R

PTHERNETERUFEEHENEER M
R ERFE RO KRG RSB RE D WM ARl » &
EEBMANERNBL KRR - Fr
LEBYEE B EEREFHIHES
B THREEmm K RENERS

YIREE  BREUXFLERZR

E i HEREEBENE
BEEWEE - B
RES

BFEEE EXGEREEER

RE BEERHNESR
ERERARFER
HEE

[ElE515 B REBFEEREE
& HERERT
EEREENTERK
HRENBIR - AR
R RIE{IRE

Hitbe&iE BRARQHLEL
REEFEERE

DEEBEEREERDEANT :

- ZDENBEIUEIHHBRXR
it EEEEBRAREIBRER
BTAREFELERKE (NHITE
B8)AUDRERKEERE

- KBEFREREBENTHEERX
RAFELXEERN  HtFBEEE
#IRAT R EWAE

- KRECEEEAENETERL

Hittfr B B EHIZAIRD B2
[
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28. Segment Information (Continued)

28. DEER #)

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

Revenue from external parties
Other income

Net investment income

Net surplus/(deficit) for the year
Total assets

Total liabilities

Interest revenue

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

Expenditures for non-current assets

Cash inflows / (outflows) from:
Operating activities
Investing activities
Financing activities

Total

124  HONG KONG HOUSING SOCIETY @ ANNUAL REPORT 2010

SNRAEUIA

HAWA

FRERA
AEEFRE(FE)
HEE

HmafmE

FEWA
MERREITE
REMENE
o EERX
FRBEESH

BERA/ (RE)RE :

LETE
REEE
BEEE

THARBLEEED BERRRARE

RS BER AR -

2.4
4.2

70.7
4,285.3
283.7

0.3

0.2

(146.6)
(0.2)

(146.8)

865.3
15.2

193.9
5,307.0
317.2

1.9
124.3
50.0
297.4

357.3
(356.8)

0.5
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8.1 = 1.1 40.6 917.5 = 917.5
= = 0.3 7.3 27.0 0.1 27.1

= 2,041.3 = = 2,041.3 = 2,041.3
10.7 1,999.7 (286.3) 11.2 1,999.9 (34.7) 1,965.2
111.9 18,528.4 3.0 4.0 28,239.6 295.6 28,535.2
= 527.1 203.7 5.4 1,337.1 70.5 1,407.6
8.1 253.2 1.1 = 262.4 = 262.4
0.1 = 5.1 0.3 7.7 21.6 29.3
= = = = 124.3 = 124.3

= = = = 50.0 0.5 50.5

= = 3.4 0.1 301.1 9.7 310.8
74.0 (3.5) (327.0) 10.9 (34.9) (13.4) (48.3)
7.2 (213.2) (3.4) (0.3) (566.7) (13.0) (579.7)
= = = = = (3.5) (3.5)
81.2 (216.7) (330.4) 10.6 (601.6) (29.9) (631.5)
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28. Segment Information (Continued)

126

Revenue from external parties
Other income

Net investment loss

Net surplus/(deficit) for the year
Total assets

Total liabilities

Interest revenue

Depreciation on property and equipment
Depreciation on investment properties
Amortisation of prepaid lease payment
Expenditures for non-current assets

Cash inflows/(outflows) from:
Operating activities
Investing activities
Financing activities

Total

HONG KONG HOUSING SOCIETY @ ANNUAL REPORT 2010

28. DEER #)

SNRAUIA

HAWA

FREBX
AEEFRE(FE)
HEE

HmEfmE

FEWA
MERREITE
REMENE

o T hEERX
FRBEESH

BERA/(RE) KA :

LETE
REEE
BEEE

1,274.9
21

338.4

4,140.6
356.4

882.6
(0.2)

882.4

846.1
12.4

132.4
5,220.9
SIS

2.7
124.3
45.4
165.7

305.1
(140.2)

164.9
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9.9 = 0.8 30.8 2,162.5 = 2,162.5
= = 0.1 6.6 21.2 0.2 21.4
= (1,978.7) = = (1,978.7) = (1,978.7)
2.2 (2,017.9) (236.6) 7.1 (1,774.4) (41.5) (1,815.9)
181.3 16,937.8 5.2 838 26,489.1 309.0 26,798.1
= 506.2 251.0 S| 1,492.2 143.5 1,635.7
9.9 342.3 0.8 = 35310 = 8.0
0.1 = 3.6 0.3 7.6 23.3 30.9
= = = = 124.3 = 124.3

= = = = 45.4 0.5 45.9
0.1 = 3.0 = 169.0 16.5 185.5
48.9 (2.5) (147.8) 12.3 1,098.6 (18.9) 1,079.7
25, 106.9 (3.0) = (29.0) (16.5) (45.5)
= = = = = (3.5) (3.5)
56.4 104.4 (150.8) 12.3 1,069.6 (38.9) 1,030.7
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