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Rental Properties and Other Fixed Assets
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Properties under Development for Sale
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Strategic Focuses

The business of the Housing Society continued to focus on improving the
quality of living for our tenants, as well as providing quality accommodation
and services to serve the changing needs of the Hong Kong community.

To meet the needs of the middle-income families to buy their own homes,
the Housing Society undertook a new business initiative this year to support
the Government in implementing the My Home Purchase Plan (MHPP). Our
proposal to utilise the available site in Tsing Luk Street for the first MHPP
project was supported by the Government. Groundwork to enable the
commencement of the project has been underway to meet the committed
programme of the Government.

Substantial work was done this year to cater for the housing needs of

our senior citizens across different income groups. Besides organising a
variety of elderly care activities for our tenants through the Housing Society
Community, we also made considerable progress on our Retirement
Housing projects, including completing the detailed project design for
Tanner Hill and the mixed development in Shau Kei Wan, and finalising the
project scope for the one near Wetland Park.

For our tenants, we continued to enhance their living environment by
carrying out estate improvement and rehabilitation works in our rental
estates. To address the ultimate need for redevelopment of our estates,

a sustainable integrated redevelopment model was proposed to the
Government. In-principle policy support to the redevelopment of Ming Wah
Dai Ha was granted by the Transport and Housing Bureau during the year.
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Net Assets Value
HERE

(as at 31 March 2011)
(BE-2—F=A=+—Hi)

HKS$ Billion
B ET 28.6

2007 2008 2009 2010 201
Year 153

Undertaking social projects has been important to the Housing Society
strategically. Last year, the Executive Committee agreed that the Housing
Society should continue to undertake social projects that contribute to the
social good of the community and are in line with our aims and objectives
in the provision of housing and related services. During the year, we
supported the Government in launching the second round of Operation
Building Bright, and collaborated with the Urban Renewal Authority to
present the Integrated Building Maintenance Assistance Scheme. Design
and works on a number of city revitalisation projects across the territory
were also carried out on schedule.

To ensure the alignment of these strategic focuses of the organisation
with operational strategies, 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.

To provide reasonable assurance on the achievement of the objectives
of the Housing Society, we also continued to enhance our Enterprise
Risk Management framework to systematically identify and manage
key strategic management risks and operational risks. An enterprise-
wide assessment of our overall risk exposures across different business
processes was completed during the year, and updated key risks and
control enhancements were reviewed by the Audit Committee.
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Income Distribution for 2010/2011
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HKS Million
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e 1,851.4 (46.8%)

Net Investment Income
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Properties Leasing and Management Income

MEREREREA

Others
HAh

Financial Management

The global economy expanded at a moderate pace, in response to
continued policy support by governments in the developed world and
strong economic growth in developing economies. However, relative to the
degree of policy support, growth remained sluggish and had been bipolar
as evidenced by the relative slower growth in developed economies but
faster growth enjoyed by emerging economies. While inflation remained
muted in developed countries, it became a concern in emerging countries
and these countries responded by increasing interest rates and appreciating
their currencies. The sovereign debt crisis in Europe did have impact on the
market and liquidity flows shifted to emerging market debts.

Against this macro backdrop, our investments performed well. Positive
returns were recorded in all our portfolios and asset classes. In addition,
following the decision to invest in office building last year for long-term
investment purposes and own use, we acquired an office building in May
2010 which contributed an additional return of 286 basis points to our
long-term portfolio.
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Expenditure Distribution for 2010/2011
—S—% /“B——EXHHE

rrorertes Deveoeme esrramns_1,302.2 (94.4%)
Staff Costs
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Properties Leasing and Management Expenses
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Assets Depreciation
BERE

Revitalisation Project Expenditures ’I 22 2 4
EALIEE X 5

9%)

e orenans 116.2 (4.7 %)

1063 King's Road (formerly known as Fortis Centre) is a 31-storey building
completed in 1999, with a total floor area of approximately 294,000 square
feet. The Housing Society will reserve some of the office space for its

own use in order to accommodate the expanding business and provide an
enhanced office environment. The main rental income generated on other
floors will serve as a sinking fund for the redevelopment of rental estates.
The Maintenance Section of the Property Management Division was among
the first to move into the new office.

We continued to proactively review our investment strategies amid rapid
changing market conditions. Recognising the growing importance of the
Renminbi in the world economy, we expanded our investment guidelines
for the short-term portfolio and included Renminbi as an allowable
investment instrument. We also relaxed our investment guidelines for
the fixed income portfolio so as to capture the growing investment
opportunities in emerging markets. A formal re-balancing mechanism was
also established for the long-term portfolio so that the lease income from
the rental of office building could readily be re-invested into the portfolio.

As at 31 March 2011, the Housing Society had HK$20.8 billion in investment
assets. Despite market volatility, our investments gained ground and for the
year ended 31 March 2011, the Housing Society recorded a gain of 7.2%
overall on our investments, compared with a gain of 12.4% for 2009/2010.
On an asset class basis, we recorded a 0.8% return for cash, 6.2% for fixed
income, 15.2% for equity, 8.7% for hedge fund and 16.9% for property.
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Funds Committed for Future Initiatives
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Building Management and Maintenance Scheme
and Mandatory Building Inspection Scheme

[EFEREELEAFE] I [ab5REE]

-~

Total 22 0

Retirement Housing
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Urban Renewal and City Revitalisation Projects
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We continued to divide our investments into three separate portfolios with
different investment objectives and investment horizons. Our long-term
portfolio, earmarked for the eventual redevelopment of our rental estates,
recorded a gain of 12.9%, outperformed the benchmark by 2.0%. Our
managers for Hong Kong equity, hedge fund and global fixed income
outperformed their respective benchmarks but this was partly off-set by the
under-performance of our global equity managers.

For the medium-term portfolio, which was used to fund our expenditure
in social projects, a gain of 5.8% was recorded. It outperformed the
benchmark by 0.7%. Apart from one manager, all fixed income managers
outperformed the benchmark.

As the objective of the short-term portfolio is to preserve capital and to
ensure liquidity, we continued to manage the portfolio prudently by placing
the surplus cash into fixed deposits with maturity of no more than six
months. Apart from Hong Kong dollar and US dollar denominated deposits,
we expanded our mandate to include Renminbi so that we could take
advantage of the additional yield and the potential currency appreciation. For
the year ended 31 March 2011, the short-term portfolio achieved a return of
0.8%, outperforming the benchmark by 0.5%.
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Investment Portfolio
BrEHE

(as at 31 March 2011)
(BE=—2——5=A=t+—HL)

anier 9.2 (44%)

HKS$ Billion
AWt ET

Medium Term

hHREES

Total 20 8

Short Term
RHKREHEE

Loan Administration

As at 31 March 2011, the Housing Society was managing 11,288 loans
granted under various loan schemes. During the year, 77 loans were
granted to borrowers under Home Renovation Loan Scheme (HRLS);
3,465 and 25 borrowers had fully redeemed and partial repaid their loans
respectively. Legal proceedings were instituted against 149 default
borrowers and 27 bankruptcy proceedings against those borrowers whose
repayment abilities were exhausted.

Financial Results

The Housing Society achieved a total net surplus of HK$1,507.2 million
for the year ended 31 March 2011, after taking into account investment
income/gain of HK$1,058.9 million, of which HK$517.1 million was
unrealised gain.

The Housing Society operations recorded a surplus of HK$448.3 million,
which was mainly contributed from the sale of the remaining Sandwich
Class Housing units.
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