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ABOUT US

We are an independent and not-for-profit organisation providing quality
housing for the people of Hong Kong. With the support of Government,
we have implemented various housing schemes to meet the needs of
niche markets. We are governed by Members with a Supervisory Board
and an Executive Committee made up of professionals coming from
different sectors of the community.

Established in 1948, we have been serving our community with a social
mission. Though this mission has evolved in tandem with the city over

the years, the mandate of the Housing Society to serve the community
remains unchanged.
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MISSION AND VISION

Hong Kong Housing Society is a non-government organisation aiming
to serve the needs of the Hong Kong community in housing and related
services. We strive to be a world-class housing solution provider and
innovator with leadership in quality, value for money and management.
We put customer, quality, talent and prudence as the core values that
support our guiding principles.
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PROJECTS AT A GLANCE
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Housing Schemes
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Rental Estate
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Urban Improvement Scheme
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Rural Public Housing
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Flat-For-Sale Scheme
EERETE

Sandwich Class Housing Scheme
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No. of Projects
Developed
ERREEYHE

* Rental housing blocks and Flat-For-Sale blocks within the same estate are counted as separate projects.
URA-EENHEEEREEREETORABLEBTE

Rental Estate

20 rental estates located on Hong Kong Island and in Kowloon and the New
Territories currently provide homes for about 85,000 people. All are designed to
meet the needs of low-income families with rents at a discount to market price.

Urban Improvement Scheme

Commenced in the early 1970s, projects under this Scheme are built to
improve the living environment in dilapidated urban areas. Over 30 projects
have been redeveloped after pulling down the old buildings to provide a total
of 5,620 flats. The flats are sold at full market value to the general public.

Rural Public Housing

Three rural housing projects have been built in Sai Kung and Sha Tau Kok. They
are provided for families in rural areas whose homes have been cleared for
redevelopment. The flats are rented or sold at concessionary rate. In 2013, the
Government invited the Housing Society to develop more rental flats in the
restricted area of Sha Tau Kok to cope with the increasing demand of the local
population, with completion in 2017.
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Flat-For-Sale Scheme

Launched in the late 1980s, ten projects with a total of 10,360 flats are located
throughout Hong Kong under this Scheme. Similar to the Home Ownership
Scheme of the Housing Authority, the flats are sold at a discount to meet

the ownership aspirations of low to middle-income families. In line with the
Government policy, flat production under this Scheme has ceased since late 2002.

 Housing Schemes BE5tE
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Sandwich Class Housing Scheme KiDPEEIE 25T

Launched in the early 1990s amid the surge of property prices, ten residential
developments across Hong Kong provide a total of 8,920 flats for the middle-
income families. Flats are sold at concessionary prices to eligible families and
subject to resale conditions. Flat production under this Scheme has been
suspended since 1998.
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Full Market Value Development HERRIEE

Upon the suspension of the Sandwich Class Housing Scheme, three projects
under development have been converted to private properties for sale to
the public at full market value. These include Cayman Rise in Kennedy Town,
Mountain Shore in Ma On Shan and Serenity Place in Tseung Kwan O.

Senior Citizen Residences Scheme
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This innovative Scheme for the middle-income elderly provides “one-stop” homes
with housing, recreation, medical and care facilities all under the same roof. Two
pilot projects, Jolly Place in Tseung Kwan O and Cheerful Courtin Jordan Valley,
providing a total of 576 flats are leased for life to eligible senior citizens.

Urban Renewal Project

Under the Memorandum of Understanding signed with the Urban Renewal
Authority in 2002, the Housing Society has undertaken five redevelopment
projects in Sham Shui Po and one in Shau Kei Wan to provide a total of 1,531
private residential flats. All the six projects were completed between 2013
and 2016.

Quality Elderly Housing Project

Launched for lease in 2015, The Tanner Hill is a non-subsidised elderly housing
project providing 588 age-friendly individual residential flats completed with
lifestyle, home-care support, Chinese and Western healthcare, as well as
skilled-care services to create a quality retirement living for the residents.

Subsidised Sale Flats Project

In 2012, the Government changed the original My Home Purchase Plan project
in Tsing Yi to a Subsidised Sale Flats project named Greenview Villa which
provides 988 small-and-medium flats for sale at discounted prices to eligible
people. The Government subsequently entrusted the Housing Society with
similar projects in Sha Tin, Tuen Mun and Tseung Kwan O.
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PROJECTSATAGLANCEEEE—&

Projects Developed

Bi#RIEE

Projects
5E

Rental Estate
il 2
Sheung Li Uk*

Ma Tau Chung
Cottage Area*

Hung Hom Estate*
Four Seasons Estate*
Kai Tak Estate*

Kwun Tong
Garden Estate

Tanner Hill Estate*
Ming Wah Dai Ha
Yue Kwong Chuen
Moon Lok Dai Ha
Chun Seen Mei Chuen
Healthy Village

Kwun Lung Lau

Lok Man Sun Chuen
Lai Tak Tsuen

Cho Yiu Chuen

Jat Min Chuen

Ka Wai Chuen

Clague Garden Estate
Broadview Garden
Prosperous Garden
Bo Shek Mansion
Verbena Heights

* Redeveloped

BRHEE

Year

FER* 1952
SERBRTEE* 1955

Completion

EHER

AT 1955/58
mERE* 1959

R 1960/61/81
BELEKRE  1960/65/67/87/91

&L 1961

HEXE 1962/63/65/78
b 1962/63/65
WERE 1964/65
BEEXN 1965
2 ey 1965/93

e 1968/2007
SR 1970/71/73/74
B 1975/76
iR 1976/78/79/81
B 1981/82
E¥ 2 1984/87/90/93
MEEHB 1989
BREE 1991
RETR 1991
EC:N ] 1996
BiEE 1996

Total 222

No.
of Flats
EfigE

360
184

1,256
459
839
4922

590
2516
1144
947
1,027
1189
2,340
3,674
2,675
2533
3,747
1,676
553
448
665
267
971
34,982

Projects
1BH

Urban Improvement Scheme

hEREE

Mei Sun Lau

Lai Yan Lau

Oi Kwan Court

8 Po Man Street
Western Garden

5 Upper Station Street
10 Shelley Street
221 Temple Street
Regal Court

39C Battery Street
Ko Wang Court
Yuen Fai Court

3 U Lam Terrace
Kin Wo Court

1 Hee Wong Terrace
Coble Court

7 Ping Lan Street
June Garden

Ka Fai Court

10 Tai Pak Terrace
Dragon Centre

Kui Yan Lane
Lascar Court

Yuk Ming Towers
Prosperous Garden
Elegance Court
Prosperity Court
Harmony Court
Jubilant Place
Hollywood Terrace

Note: The above numbers of flats exclude the demolished flats of existing rental estates.
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Completion No.
Year of Flats
EHER EfiHA
1976 267
1980 100
1980 147
1981 10
1982 432
1983 5
1983 10
1983 5
1984 60
1984 5
1985 24
1985 56
1986 17
1986 20
1987 188
1987 172
1987 5
1988 480
1988 46
1988 12
1989 392
1990 48
1991 224
1991 326
1991 896
1993 69
1994 104
1994 50
1998 900
1999 550

Total 281 5,620



Projects Completion | No.

158 Year of Flats
BERER BUHE

Rural Public Housing

BELAHERE

Tui Min Hoi Chuen ¥t /& 4§ 1984/85/86 302

Sha Tau Kok Chuen Y28 15 1988/89/ 802
91/2017

Lakeside Garden ZiEIEE 1997 234

Total #2% 1,338

 Projects Developed E#RIEH

Projects Completion | No.
15H Year of Flats
ERER EM#A

Full Market Value

Development

HiERRIER

Cayman Rise mE= 2000 496

Mountain Shore i & & B¥ 2000 1,124

Serenity Place 180 E 2000 1,526
Total #221 3,146

Flat-For-Sale Scheme

FEEEHE

Clague Garden Estate #T{ZB#H 1989 926
Ka Wai Chuen ER 2 1990/93 892
Broadview Garden  EREE 1991 1,328
Healthy Village RN 1993/97 1,048
Cronin Garden LERE 1995 728
BoShekMansion ~ BEAKXE 1996 400
Verbena Heights ~ H1ATER 1997 1,894
Lakeside Garden RIEEE 1997 736
Kai Tak Garden RUEIEE 1998 1256
Kingston Terrace REE 2002 1152

Total 422 10,360

Sandwich Class Housing

Scheme

B P B 1E B 5t

Tivoli Garden ZiBIEE 1995 1,024
Park Belvedere i 1998 882
Hibiscus Park FHE 1998 420
Marina Habitat 1B 1998 992
The Pinnacle BB 1998 1424
Cascades R B & 1998 712
Highland Park ERE 1998 1,456
Sunshine Grove  BSE{EE 1998 508
Radiant Towers EES 1998 704
Bel Air Heights 15 BEEF 1999 798

Total 2% 8,920

Senior Citizen Residences

Scheme

TRELZESE) B

Jolly Place LEREF 2003 243
Cheerful Court FEE 2004 333

Total 4% 576

Urban Renewal Project
TmEERIEE

Heya Green =3 2013 327
Harmony Place ~ £4gh#f 2014 274
Heya Delight =X 2015 130
Heya Star 8B 2015 175
Heya Crystal EE 2016 350
Heya Aqua =% 2016 275
Total #2%% 1,531

Quality Elderly Housing

Project

EEREERER

The Tanner Hill =) 2015 588
Total 4221 588

Subsidised Sale Flats
Project

BHHERREEE

Greenview Villa

ERIKTESD 2015 988

Total #8221 988

EEBEBG017/1I8FEFR
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PROJECTSATAGLANCEEEE—E&

Properties under Management
EEIME

Asat31 March 2018 HE-Z—/\F=A=+—HI

Property Location No. of Flats
LVES HE EfigA

[ B Rental Estate and Rural Public Housing HIA B RMELREEE

Kwun Tong Garden Estate  $33EIEE K& Ngau Tau Kok 45 A 4922
Ming Wah Dai Ha BEXE Shau Kei Wan LHEE 2,516
Yue Kwong Chuen Y- B o) Aberdeen BT 1144
Moon Lok Dai Ha EPNE Tsuen Wan x& 947
Chun Seen Mei Chuen HEEN Ma Tau Wai EEE 1,027
Healthy Village i A North Point A 1,189
Kwun Lung Lau BEE Kennedy Town BX 2 i 35 2,340
Lok Man Sun Chuen LR To Kwa Wan 4 I 3,674
Lai Tak Tsuen K Tai Hang AL 2,675
Cho Yiu Chuen HED Kwai Chung B9 2,533
Jat Min Chuen 7, PR Sha Tin 2 H 3,747
Ka Wai Chuen RUETR Hung Hom FARY 1,676
Tui Min Hoi Chuen HEGT Sai Kung ma 302
Sha Tau Kok Chuen Y98 AR Sha Tau Kok W8 802
Clague Garden Estate IR =l Tsuen Wan =& 553
Broadview Garden BEREE Tsing Vi B5K 448
Prosperous Garden SR IEE Yau Ma Tei SER L 3 665
Bo Shek Mansion EAKRE Tsuen Wan S 267
Verbena Heights HIRIEE Tseung Kwan O R 971
Lakeside Garden RYEEE Sai Kung ish=y 234

[ B Urban Improvement Scheme i [E &1 8l

June Garden EBEER Tai Kok Tsui KA 480
Dragon Centre BB Tai Hang AU 392
Prosperous Garden BEIeE Yau Ma Tei e it 1 896
Prosperity Court B Sham Shui Po SR 104
Jubilant Place fRECTER To Kwa Wan 4 I 900

V8 Flat-For-Sale Scheme 128 &5t18

Clague Garden Estate G =B Tsuen Wan i 926
Ka Wai Chuen e Hung Hom 4IH 892
Broadview Garden ESEE Tsing Yi = 1,328
Healthy Village i A North Point A 1,048
Bo Shek Mansion EARNE Tsuen Wan =i 400
Lakeside Garden RYEEE Sai Kung ish=y 736
Kingston Terrace 2= Tuen Mun P9 1,152

EEREHE017/18FEFR



Property
EVES

[ B Sandwich Class Housing Scheme RSB (X E

Tivoli Garden RiaiEE
Park Belvedere 2E
Sunshine Grove 5= EE
Cascades fix %+
Highland Park ERE
The Pinnacle BERE
Bel Air Heights 15 BEEF

q Properties under Management E289#) %

Location
HE

Tsing Yi

Ma On Shan
Sha Tin

Ho Man Tin
Kwai Chung
Tseung Kwan O
Diamond Hill

No. of Flats
BHuHA

R 1,024
BEIL 882
W H 508
Al > H 712
28 1,456
1R 1,424
AL 798

=l Private Development #A A% RIEH

Serenity Place 180 E
Harmony Place Lephet
Heya Delight ER
Heya Crystal =E
Heya Aqua 2%

Tseung Kwan O

Shau Kei Wan
Sham Shui Po
Sham Shui Po
Sham Shui Po

Senior Citizen Residences Scheme TEERE%) X E:2)

1R 1,526
LEE 274
K 130
K 350
RIS 275

Jolly Place LRaJE
Cheerful Court F B E

Tseung Kwan O

Jordan Valley

e 243
EHA 333

=B Quality Elderly Housing Project BB REEREIEH

The Tanner Hill =2

North Point

b5 588

|l Subsidised Sale Flats Project EBjiH £ EEIEE

RIS HESE

Greenview Villa

Tsing Yi

K 088

Other Properties under Management E i ER K1) ¥

FEEL
EiheEE

Lei Cheng Uk Estate

Housing Society Golden
Jubilee Building

BIBRHF L
TTNE A RO

Shing Tak Street Centre
Un Chau Street Centre

Sham Shui Po
Wan Chai

Ma Tau Wai

Cheung Sha Wan

R 4,826
i -

HEEE =

EbE -
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PROJECTSATAGLANCEEEE—%&

Projects under Construction

Pinad

EEPpIIER
Property Location Expected No. of Flats
EYES E Completion Year BuHE

FEEHERER

-l Subsidised Sale Flats Project ZE)HH EEEIEH
Greenhill Villa AR TESE Sha Tin 7 H 2019 1,020
Terrace Concerto RisE Tuen Mun G| 2019 290
Mount Verdant 2EE Tsueng Kwan O #% 58 2020 330

([B Subsidised Sale Flats Project EE)HHEEEIER

Ming Wah Dai Ha REXESRZEE Shau Kei Wan & & 2020 966
Redevelopment (Phase ) (B—5)

Projects under Planning

eIl Sl RN =
Property Location Expected No. of Flats
EY/ES = Completion Year Bu#A
WA
Y94 Rental Estate Development il BB 2 RIEE
Shek Pai Wan Road A& E Aberdeen BB 2023 600
(Rehousing Site) (B2 )
Ting On Street E L Ngau Tau Kok 4887/ 2023 378
(Rehousing Site) (Bt 2h)

FNI Senior Citizen Residences Scheme TRERE % (25181

Lee Kung Street AT Hung Hom FAR ] 2022 309
Pak Wo Road EEil Fanling 1% 2023 1,467

EEERBE2017/18EEER 9



EVENT HIGHLIGHTS
AEHE

The “Housing Society Community” Facebook page was launched to
extend communication channels with residents and the public.

HH[FEBAcE K] RESR BHEEEREARNERRE-

Accompanied by Housing Society Chairman Macro Wu, Chief
Executive of Hong Kong Special Administrative Region Mrs Carrie
Lam visited Ka Wai Chuen on the second day of her assumption of
office to understand the living conditions of elderly residents.
kil
HRITHERE
ME R
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IR EE 1
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The 65" Annual General Meeting was held on 5 September to elect members
of the new Supervisory Board.
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Q=
ANNUAL GENERAL MEETING
5 Se?‘emhr 2017 =
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Twelve students from eight rental estates received
the Housing Society Community Scholarship in
recognition of their performance in the Hong Kong
Diploma of Secondary Education Examination.
[EzKREE | RERAT+_RKE/\EL
HERNEE [EETER | 824 KEHHIRFE

The first Microfilm Competition for Secondary
Schools with the theme of “cross-generation
harmony” was organised.

EREPL _
rErx  [ERRINS |
Bl RER thi iﬁi@%;@}%‘ﬁttﬁ“w 718
) b B 4
ME Y8 QA@
fELL B -



NOV +_ﬁ Two Subsidised Sale Flats (SSF) projects,

The first MIND-Friendly Home Mount Verdant in Tseung Kwan O and Terrace

Exploration Centre in Hong Kong
was opened at our Elderly Resources
Centre in Prosperous Garden to
support families and caregivers of

Concerto in Tuen Mun, were launched for

pre-sale with enthusiastic market response.
EHmEEDHEFEREASER [3REE |
NPT [RRIGE | HEHTEE - Ti5RERR -

patients with dementia.
REERE [REREERFO] &
Y2EEEERE] KERMAE-
Ines ¥R AMERAE LB E - ERAM
IREEE B S IE o

The Hong Kong Baptist University Chinese Medicine Specialty Clinic (North Point)
at The Tanner Hill commenced operation to serve tenants and local residents.

FREEABILATRIERDHARN (S RARY BEFPMEAEREHRE

w JAN —R ’
An “Art in Estates” Mural Painting Programme was launched : ‘r '
H as the first celebratory activity for the Housing Society’s 70" : i
Anniversary, engaging residents in beautifying the public areas ‘¥ -.."\;_._."ff‘ b "—
O of rental estates. i A .
EHEE+t+EAFEREE— R R | EIPEMTEE 3 7 ' \ p z06
N EXRA - EBERAERE(HARBHAFELZER - 3 :

MAR =H
The Housing Society
conducted a major revamp

FEB —H

The 13" Hong Kong Housing Society Award
Presentation Ceremony was held to present
scholarships and bursaries to 102 students
from eleven tertiary institutes.

BROTFET=E [BEEFEHRERHES5E]]
MRAREIE - MR E T — PR BTARE 102 2[R

Flat selection for the SSF projects
Mount Verdant and Terrace Concerto
commenced, with all 620 flats sold out
within nine days.

BYHEREEE [B&E1E| &[5
2| BRARERF 220620 EEAR
HNWBREE -

of the corporate website to
strengthen communications
with stakeholders.

FS 197 S (b 55 A8 U - 4R TR
R0 E BB o

] 3]
| = 7 1
O
Wl sl s |
The 13" Hong Kong Housing Society Award Presentation Ceremony
S+ =EEAEBHREHRSHEIREE
BMERET R

EBERRE2017/18EEER 11



Hong Kong Housing Society Annual Report 2017/18



Over the past year, the Hong Kong economy has been robust and the
property market has scaled unprecedented heights, yet land and
housing is still in short supply and housing has become more
unaffordable for many of our citizens. In response, as a socially
responsible housing innovator, we have worked closely with the
Government to explore ways to boost housing supply, notably on
feasibility studies to develop country park periphery for purposes other
than real estate development, and by piloting the sub-letting of
subsidised sale flats with premium unpaid to needy households at
below market rents as the latest examples.

Established in 1948, soon after the World War Il, the Housing Society
was the first non-profit subsidised housing provider in Hong Kong.
Since then, we have assumed the role of a “housing laboratory” by
pioneering different housing initiatives and devising options to help
meet changing community needs. This spirit of innovation is the very
essence of our housing development. As Hong Kong society has
evolved, throughout the years the Housing Society has embarked on a
diverse array of new housing initiatives.

In 1952, the Housing Society's first public rental estate, Sheung Li Uk in
Cheung Sha Wan, was built to meet the acute housing shortage which
followed years of wartime neglect and an influx of refugees. Then in the
1970s, the Housing Society began addressing the decay and squalor of
Hong Kong's ageing buildings through the Urban Improvement
Scheme under which 30 projects were redeveloped.

By the 1990s, property prices were rising as the populace aspired to
home ownership. To help the middle-class families whose income was
too high to qualify for public housing but not enough to afford private
homes, the Government invited the Housing Society to run both loan
and housing schemes for these “sandwich class” families including the
completion of ten housing projects under the Sandwich Class Housing
Scheme.

By the late 1990s, the Housing Society foresaw the emerging social and
housing issues that would arise from a growing ageing population and
started to shift its development direction towards a holistic approach to
develop elderly housing and related health and social support services.
With the support of the Government, the Housing Society embarked on
its first Senior Citizens Residences Scheme (SEN) in 1999. Two SEN pilot
projects, namely Jolly Place in Tseung Kwan O and Cheerful Court in
Jordan Valley, totalling 576 units, were completed in 2003 and 2004
respectively, accruing huge interest over the years. A new SEN project
at Lee Kung Street in Hung Hom is now under development.
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CHAIRMAN’S STATEMENT XE#& &

ANNUAL GENERAL MEETING
5 September 2017

With the improvement of the overall living standard, a growing number of
elderly in Hong Kong are financially capable and have higher expectations
on retirement life. As such, the Housing Society pioneered yet another
new elderly housing project targeted towards this niche on the market
which had not previously been filled despite the emerging demand.
Completed in 2015, The Tanner Hill was a non-subsidised project to
provide quality elderly accommodation that was integrated with a full
range of care and supporting services, as well as comprehensive lifestyle
facilities. All 588 units were leased out in about two years after its launch,
and a waiting list with over 800 applicants has now been racked up.

Recognising the trend of smaller households in the 2010s, the Housing
Society has introduced the novel concept of “cross-generational
harmony” through a mixed tenure development project. This enables
the younger generation to have its own living space yet allows their
parents to live nearby for convenient mutual support. Based on this
concept, Harmony Place in Shau Kei Wan was launched in 2015 with
214 flats for sale and 60 specially designed elderly units for lease.

Challenges Ahead and the Way Forward

Today, Hong Kong is facing the “double-ageing” problem affecting
both its population and housing stock. In 2017, the Census and
Statistics Department projected that the number of elderly persons
aged 65 and above would more than double in 2037. Meanwhile,
according to the Hong Kong 2030+: Public Engagement, the percentage
of housing stock over 70 years old will swell by a staggering 300 fold,
from 1,100 private housing units to 326,000 units during the period
from 2015 to 2046.
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To serve the ageing population, the Housing Society had initiated the
SEN targeting the middle income elderly. We will literally build on this
experience by developing more similar projects as a core future
business objective. The concept will be incorporated, where possible,
into our new development projects, ranging from the redevelopment
of rental estates to development of Dedicated Rehousing Estates for
government development clearance exercises (such as those for the
New Development Area (NDA) projects).

Concurrently, the Ageing-in-Place (AIP) Scheme, first piloted in Cho Yiu
Chuen in Kwai Chung in 2012, has been extended to all the 20 rental
estates catering for the housing, health and social needs of elderly
residents. Not only has the Housing Society been taking care of its
elderly residents, the concepts of ageing in place and age-friendly
home have been promoted to the wider community via the Housing
Society Elderly Resource Centre since 2005.

To gauge the effectiveness of the AIP Scheme, a four-year longitudinal
study was commissioned in 2014. This study, conducted by The
University of Hong Kong's Sau Po Centre on Ageing, was completed in
2017 with over 1,300 respondents. The results were very encouraging,
citing reduced intervention for institutional care, less use of emergency
services, a lower incidence of falls, an increase in social participation, as
well as improvements in mental well-being and cognition.
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According to a review of the AIP Scheme’s Social Return on Investment
(SRQI), in 2017/18, the Scheme generated a HK$4.8 return in social value
on every dollar invested. It brings significant benefits to the elderly,
their families, as well as the society as a whole. It is hoped that the
implementation of the AIP Scheme at rental estates could serve as a
policy reference for consideration by the Government.

In the coming years, we would seek to motivate stakeholders
concerned to create a favourable environment for the long-term
development of elderly housing. The Housing Society’s examples and
experience can be shared with the real estate industry as a beacon
advocating such housing in the city.

Among the Housing Society’s 20 rental estates housing 32,600 flats, ten
of them are over 40 years of age. To maintain the quality of life for our
tenants, the redevelopment of estates such as Ming Wah Dai Ha in Shau
Kei Wan and Yue Kwong Chuen in Aberdeen, coupled with the
rehabilitation of individual estates, will continue.

In Hong Kong, the inadequate land and housing supply has become a
leading social and livelihood problem of the community and is a key
target of the Government’s efforts to address housing needs. The
Housing Society will maintain its strategic partnership with the
Government to implement housing solutions which help address
community housing needs and is directed at boosting the housing
supply for different target groups.

For example, eligible households affected by government development
clearance exercises (such as those for NDA projects) may be rehoused
in Dedicated Rehousing Estates such as Pak Wo Road in Fanling and
Hung Ping Road in Hung Shui Kiu, which we are now developing.

In addition, altogether there are around 15,000 subsidised sale flats with
premium unpaid under the Flat-for-Sale Scheme and Sandwich Class
Housing Scheme in 20 Housing Society developments. As a pilot
scheme, these flats can be sublet to eligible families at below market
rent. This new initiative also serves to promote better utilisation of
public housing resources.
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Meanwhile, invited by the Government in May 2017, the Housing Society
will study the ecological value and development feasibility of two sites
located on the periphery of country parks at Tai Lam, Yuen Long and Shui
Chuen O, Sha Tin for purposes other than real estate development, such as
public housing and non-profit-making elderly homes. We have appointed
consultants to conduct the studies, comprising the Baseline Studies
focusing on the ecological assessment and development feasibility and a
more detailed study which will only be undertaken if the Baseline Studies
suggest favourable conditions for housing development. If the second
study proceeds, it is anticipated to be completed by the end of 2020.

It is only with the positive support of our stakeholders that we could
achieve what we have over the past year. Particularly, the trust and
backing of the Government are invaluable in taking forward our new
development endeavours.

I would also offer my sincere appreciation to our Members, especially
members of our Supervisory Board, Executive Committee, and other
Sub-Committees, whose invaluable insights and contributions have
helped the Housing Society in shaping its future direction, meeting its
goals and ensuring its admirable progress. Finally, my special thanks
and appreciation must go to the Management and to each one of our
staff for their hard work and concerted efforts during the year.

| fervently wish that the Housing Society will continue from strength
to strength to serve in the interests of the Hong Kong community
with its wealth of experience, backed by a highly motivated team
and a solid brand.

Marco Wu Moon-hoi
Chairman

29 June 2018
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Overall, in 2017/18 the emphasis of our business embraced our
continuing commitments and new initiatives, both of which are geared
towards addressing the housing needs of the Hong Kong people
amidst evolving socio-economic trends.

The Tanner Hill, the quality elderly housing project geared towards
ageing in place with joy and dignity, was completed and began
accepting tenants in 2015. Subsequently, in September 2016 the
prevailing short term lease strategy for the scheme was in place
resulting in all 588 units being leased out by January 2018.

A number of the short term tenants, after gaining a clearer
understanding of the unique and innovative model of the Tanner Hill,
decided to switch to long lease even after a brief period of residence.
This shift in perspective is a reflection of the home design, skilled care
services and holistic support offered at The Tanner Hill as a quality
housing option tailored to meet elderly needs. Altogether, 71 short
lease tenants decided to convert to long leases during the review year.
In fact, the tenants’ survey held in January 2018 also recorded an overall
satisfaction rate of 99%.

Generally speaking, tenants gave a high rating in the services provided
and facilities now in full swing at the Tanner Hill. Following the
inauguration of the HKSH Healthcare Family Medicine and Primary Care
Centre (Tanner Hill) and Senior Citizen Wellness Centre, the Hong Kong
Baptist University (HKBU) Chinese Medicine Specialty Clinic (North
Point) also commenced operation in September 2017.

To serve the middle income elderly aged 60 and above, the Housing
Society initiated the Senior Citizen Residences (SEN) Scheme in the late
1990s with Government support. The two existing pilot projects, totally
576 flats, at Jolly Place in Tseung Kwan O and Cheerful Court in Jordan
Valley have drawn a waiting list of over 500 applications.
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In view of the evident needs of the seniors community, the Housing
Society has embarked on a new SEN project with 305 units in Hung
Hom. The basic terms of the land grant for this project were obtained in
February 2018. Given their evident success, subject to availability of
land resources, we will build more SEN projects to provide another
housing option for the elderly people.

In November 2017, the Housing Society set up the MIND-Friendly Home
Exploration Centre, the first of its kind in Hong Kong, to promote
dementia-friendly homes. The Centre is located at the Housing Society
Elderly Resources Centre in Prosperous Garden in Yau Ma Tei, which
was itself established in 2005, with an aim to promote age-friendly
homes and help the elderly to attain ageing in place through public
education, thematic exhibitions and activities, etc.

The MIND-Friendly Home Exploration Centre showcases samples of
home designs and practical décor and introduces hi-tech devices to be
employed in creating a dementia-friendly home in a bid to minimise
the everyday obstacles faced by patients while strengthening the
support to their families and caregivers.

Estate Redevelopment and Rehabilitation

Most of our rental estates have become aged. During the year, we
reviewed our redevelopment and rehabilitation strategy and, in the
process, identified certain sites as possible decanting options for some
of our older rental estates. Currently, there are three committed
redevelopment projects in the pipeline.
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The first of these projects is Ming Wah Dai Ha in Shau Kei Wan which
was built from 1962 supplying 2,516 flats. During the year, support from
the Eastern District Council and Planning Department had been
secured such that the revised Master Layout Plan for Ming Wah Dai Ha
Phases Il and lll was submitted to the Town Planning Board. Meanwhile,
the first phase of construction has commenced, with completion
expected in 2019/20. Two new towers providing 966 flats for rehousing
purposes will facilitate the second phase of redevelopment.

To shorten the redevelopment programme so as to abate the nuisance
caused to existing tenants, and as well to satisfy the home ownership
aspirations of some tenants, the Housing Society revised the Master
Layout Plan, mainly in respect of the second and third redevelopment
phases. Significantly, the scale of demolition in Phase Il will be
expanded to allow sufficient rental units to provide in-situ rehousing.
This would expedite the rehousing exercise to complete earlier in 2026.
In the third phase, 750 subsidised sale flats, an important component of
the housing ladder, will be provided, thereby facilitating greater upward
mobility. Concurrently, 600 SEN flats will be built in response to the
ageing population.

The second redevelopment project is the 56-year-old Yue Kwong
Chuen in Aberdeen. Presently, the Housing Society is securing the land
grant for a decanting site at Shek Pai Wan Road which will provide 600
flats by 2023/24. Ultimately, the Yue Kwong Chuen redevelopment will
provide about 2,000 flats.

Thirdly, for the Kwun Tong Garden Estate project at Ngau Tau Kok, with

the support from the Kwun Tong District Council and affected residents
for the rezoning of a nearby decanting site at Ting On Street, the Town

Planning Board has approved the planning submission for the site.
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Subsidised Sale Flats

Subsidised Sale Flats (SSF) has been another core business of the
Housing Society and we work in line with the Government’s Long Term
Housing Strategy to increase the SSF supply. Two new SSF projects,
namely, Terrace Concerto in Tuen Mun and Mount Verdant in Tseung
Kwan O, were launched for pre-sale in October 2017. These projects,
offering a total of 620 small-and-medium-sized residential flats, were
open for application from November 2017 to eligible applicants. Some
93,000 applications oversubscribed the available flats by 150 times.
Subsequently, the flat selection process for the two projects kicked off
in February 2018 with all flats sold out within nine days. With the
superstructure works of both projects in progress, project completion is
expected in 2019 and 2020 respectively.

Property Management and Rental Policy

In our rental estates, operating costs have increased, spurred by rises in
wages and maintenance expenses. After the biennial rent review, the
Housing Society Executive Committee decided to increase the rent for
its 20 rental estates by 8% starting from 1 April 2018.
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To offer relief to those with financial difficulties, we will implement the
Rent Assistance Scheme, similar to the one administered by the Hong
Kong Housing Authority, starting from September 2018. Under this
Scheme, eligible residents can apply for a 50% rent reduction. At the
same time the Housing Society will initiate the Well-off Tenants Policy
to ensure the effective allocation of precious subsidised housing
resources. Those households with a family income or net assets
exceeding a certain level will be required to pay extra rent or move out.
The policy is only applicable to the new tenants of the Housing Society
rental estates, and in cases where a tenancy is transferred to a family
member other than the spouse.

Over one third of the residents in our rental estates are aged over 60.
We have expedited the implementation of Ageing-in-Place programme
in all our rental estates, with a target to make the rental estates an
elderly-friendly living environment. The University of Hong Kong was
commissioned to find out the effectiveness of our programme, and an
encouraging positive result was reported.

Dedicated Rehousing Estates

As a close working partner of the Government, the Housing Society is
well placed to build subsidised rehousing options for eligible
households affected by government development clearance exercises
(such as those for NDA projects).

In May 2018, the Government proposed to offer a non-means tested
rehousing option for eligible households affected by government
development clearance exercises. This rehousing option would be in
the form of rental and SSF units in Dedicated Rehousing Estates to be
developed and managed by the Housing Society. Additionally, whilst
the Dedicated Rehousing Estates are being prepared for intake, vacant
units of the Housing Society’s rental estates will be used for one-off
transitional rehousing arrangements for eligible households. We
estimate that the first batch of Dedicated Rehousing Estates at Pak Wo
Road in Fanling and at Hung Ping Road in Hung Shui Kiu will be ready
for first intake in 2023/2024.
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Pilot Scheme on Sub-letting of the Housing Society
Subsidised Sale Flats with Premium Unpaid

Mrs Carrie Lam, the Chief Executive of the Hong Kong Special
Administrative Region, proposed in her Policy Address a number of
measures to tackle the pressing housing needs. As one way to increase
the supply of transitional housing, the Housing Society will launch a
pilot scheme to enable owners under our subsidised housing projects
to sublet their flats with premium unpaid to families in need. We are
working closely with the Government with the target to launch the
Scheme in the third quarter of 2018.

Ecological and Development Feasibility
Study on the Periphery of Country Parks

In May 2017, the Government invited the Housing Society to undertake
a technical and ecological study at two sites located on the periphery
of country parks in Tai Lam, Yuen Long, and Shui Chuen O, Sha Tin.
Having started the tender exercise in August 2017, we finalised the
consultant selection for the study in April 2018.

Initially, the appointed consultant must submit an inception report
within three months to confirm the study approach and methodology
together with the public engagement plans.

The study, to be conducted in two phases, comprises firstly the Baseline
Studies encompassing an ecological assessment for all four seasons and
secondly a housing development feasibility study. The consultant is
expected to complete the Baseline Studies in about 14 months. If the
results of the Baseline Studies are favourable, then Detailed Studies
would follow for a further 12 months.

Once completed, we will submit the report of the study to the
Government for their consideration.
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This year has marked the 70" Anniversary of the Housing Society with a
series of celebration activities rolled out under the theme of “Create
Homes « Revive Communities” allowing different stakeholders to review
the historical development of the Housing Society while deepening the
public’s understanding of our work.

The highlight of the 70™ Anniversary celebration was the cocktail
reception held at the Hong Kong Convention and Exhibition Centre on
17 April. The Chief Executive of the Hong Kong Special Administrative
Region Mrs Carrie Lam and the Housing Society Chairman Marco Wu
presided at the occasion.

Amongst other 70™ Anniversary activities targeting our residents and
the general public are the Roving Exhibitions across the territory to
display to the public the housing development of Hong Kong and the
housing schemes of the Housing Society over the past decades.
Meanwhile, various estate activities include the "Art in Estates” Mural
Painting Programme in the Housing Society’s 20 rental estates, a
shopping promotion campaign, as well as the Photo Exhibitions at
Estates featuring old photos collected from residents which can
reminisce and share the nostalgic joy of fond memories with fellow
residents.
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In November of 2018, to foster professional exchanges and facilitate
public education, the Housing Society will organise an international
conference, followed by the opening of its first-ever exhibition centre in
December.

In the year of 2017/18, we achieved good results in all areas, and
maintained a healthy financial position, which is important to provide
financial resources for our rental redevelopment commitment.

With the continuing increase in building construction and maintenance
costs we have implemented various cost control measures. This is
particularly important as our rental estates are ageing and require
extensive rehabilitation work. Much resources are also put to make our
rental estates elderly-friendly, both in terms of living environment and
support services, under the Ageing-in-Place programme.

Lastly, | would take this opportunity to thank our Chairman and our
Board members for their leadership, and to our professional and

dedicated management team for their hard work throughout the
past year.

Wong Kit-loong
Chief Executive Officer and Executive Director

29 June 2018
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BUSINESS OVERVIEW % #5#1 &

Meeting the Needs of an Ageing Population

FARESRER AOPRE

O

EEEEL

As we seek to maintain excellence in our mission of serving the housing
needs of Hong Kong, the Housing Society must continually review the
changing needs of its tenants and the community, such that we could
adapt our priorities accordingly to fulfill them.

The city’s elderly population is growing, and must be adequately cared
for. According to Hong Kong Census and Statistics Department, more
than 1.2 million Hong Kong residents were aged 65 or older,
representing 16.4% of the total population.

Of these, a record 300,906 households were classified as elderly-only,
meaning that residents were either living alone or with their spouses.
This represents a 67.4% increase compared with ten years ago and
reflects a growing demographic trend in the lifestyles of Hong Kong's
older citizens.

To address this rapidly growing sector of the population, for over a
decade we have recognised the need to develop housing projects for
senior citizens in all socio-economic groups, but with a particular focus
on low- and middle-income elderly citizens.
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Various housing projects
are developed for senior
citizens, to address
Hong Kong's growing
elderly population.
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Age Profile of Housing Society Tenants

BiEREH D

No. of Tenants
BRAH

as at 31 March 2018
HE_T-N\F=A=+—H1t

Age
Fir

P 0-19 (9%)

P 20-39 (23%)
P 40-59 (30%)
@ >60 (38%)

83,629

Total #22x

As we face the challenge of an ageing population, we continue to
pursue the most effective ways to support the elderly, both living in our
estates and the community. This includes not only developing
innovative elderly housing projects in our role as Hong Kong's "housing
laboratory”, but also in providing ancillary support and services to
improve our elderly tenants’ quality of life.

Ageing-In-Place Scheme

The Government has identified a need for ageing-in-place initiatives for
its elderly citizens, observing in its 2017 Policy Address that the public
and stakeholders broadly support the policy of “ageing in place as the
core, institutional care as back-up”.

As such, enabling tenants to age in place is a guiding principle for our
rental housing. The Ageing-in-Place (AIP) Scheme is designed to help
elderly residents maintain their independence while ensuring that they
have access to social and health care services within their communities,
thus contributing to their overall improved quality of life.

Home modifications
are conducted to
help create elderly-
friendly living
environment.
RERETRER
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Home visits and group activities are arranged to A
encourage active ageing among our elderly residents. b

BRI R EREDREREEREGLERE

The AIP Scheme was first piloted in 2012 at Cho Yiu Chuen and now
extends across all 20 Housing Society rental estates. It is effectively a
platform for the Housing Society to partner with government
departments, welfare organisations, healthcare service providers and
academics, lining up social capital within the community and making it
available to tenants.

Through these partnerships we are able to provide a wide range of
support services to elderly tenants, within their own existing
communities, across five domains, namely Home Safety, Healthiness,
Autonomy, Happiness and Abled Brain.

With 280 collaborating organisations in Hong Kong, the AIP Scheme
has served over 28,500 elderly tenants to date. The Housing Society
complements its partners’ services by supporting the provision of
adequate home environments for ageing residents. In 2017/18, we
carried out 713 home modifications.

To gauge the effectiveness of the AIP Scheme, a four-year Longitudinal
Study was commissioned in 2014. This study, conducted by the Sau Po
Centre on Ageing of The University of Hong Kong, was completed in
this period under review with over 1,300 respondents in 2017. The
results were very encouraging, citing reduced intention for institutional
care, reduced use of accident and emergency services, a lowered rate
of falls, an increase in social participation, as well as improvements in
mental well-being and cognition.
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The AIP Scheme won the Top Best Practice Awards in Social Welfare
presented by the Hong Kong Council of Social Service.
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According to a review of the AIP Scheme’s Social Return on Investment
(SROI), in 2017/18, the Scheme generated HK$4.8 return in social value
on every dollar invested. It brings significant benefits to the elderlies,
their families, as well as the society as a whole. It is hoped that the
implementation of the AIP Scheme at rental estates could serve as a
reference for the policy consideration of Hong Kong Government.

The Tanner Hill

Launched at the end of 2015, The Tanner Hill in North Point for senior
citizens of better financial means was the first of its kind in Hong Kong
to provide the elderly accommodation that was integrated with full
range of care and supporting services. The Tanner Hill’s “all-in” model
offers its tenants comprehensive lifestyle facilities and services, social
and recreational activities, home-care support, healthcare, wellness and
skilled-care services, all on-site.

The building’s design prioritises the needs of elderly residents, both
within individual units and in common areas. Examples of universal
accessibility features include wide entrances, visual fire alarms and large
electricity switches at accessible heights. Emergency call buttons are
located in each unit and a no-motion detection system automatically
alerts staff if a resident displays no activity for eight hours.

A

The Tanner Hill offers comprehensive amenities and
services covering lifestyle, health and wellness.
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Age-friendly home design creates a spacious and safe living
environment for The Tanner Hill tenants.

RERENRERAR (B0 FPREFENLZ2HNEERS-

Tenants may also upload their personal bio-data to a central system
from within their unit, so that any abnormalities can be noted and
nurses of the home care support team dispatched as needed. Our social
workers' health visits also helped to identify issues that were unaware
of by the tenants or their family members while connecting our tenants
with other relevant community services and support, through which to
enhance the total wellbeing of our elderly tenants.

This innovative high-rise project provides a full continuum of care.
Apart from the independent living in self-contained residential flats, the
skilled-care services in the Joyous Circle located on 6/F to 9/F of the
building offers holistic care for the residents with independent and
assisted living at various conditions of health .

The Joyous Circle offers cognitive and physical training and
rehabilitation services housed in a purpose-built facility on the 6/F. It
can accommodate 100 users, including 40 within the purpose-built
Cognitive Training Centre. Its staff of 90 includes nurses, occupational
therapists, physiotherapists and other trained professionals. During the
year, the facility enhanced its offerings with the launch of the pilot
“Healthy Joyous Lifestyle Programme”, which offers educational talks
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The Rehabilitation Centre at Joyous Circle
provides tailored training for its clients.
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The Healthy-Joyous Lifestyle Programme includes regular
briefing sessions on healthy living.

[N ERTE] REEMSREREEHEN & -

and day care services including affordable, healthy, dietician-
recommended lunches served on site. Initial feedback from tenants on
this new programme has been positive. In 2017/18, the Day Care and
Training Centre achieved an average utilisation rate of 28%, reaching
58% of available capacity by March 2018, while the Physical
Rehabilitation Centre achieved 100% utilisation.

Also housed within the Joyous Circle is a Residential Care Home for the
Elderly (RCHE), dedicated to the care of elderly tenants and community
members. With a capacity of 117 beds over three floors, the RCHE has
nurses on-call 24 hours a day and offers advanced care facilities. The
average occupancy rate of the RCHE in 2017/18 was 29%, reaching 40%
of available capacity as of March 2018.

The Tanner Hill also houses two club areas for its tenants, the Joyous
Hub and the Residents’ Club. The former is made available to members
of the public as well through membership mechanism.

The Joyous Hub, located on the third floor, offers a Chinese restaurant
and a western style cafeteria with light meal, multi-function rooms and
other fitness training and recreational facilities for tenants and
registered members. As of March 2018, there were more than 3,000
members.

RCHE at the Joyous Circle provides elderly residents with quality care services.
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The Joyous Hub is well equipped to meet residents’ daily needs.
[Eh e Bl EEBEMNREED REFPRMKATLEEME -

The Hong Kong Baptist University Chinese Medicine Specialty Clinic (North Point)
offers general and specialist Chinese Medicine services.

BFRREAR (1bA) PEFERDMR T BT ANRERIRT -
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Also newly-launched at the Joyous Hub in late-2017 was a Traditional
Chinese Medicine clinic, in partnership with the Hong Kong Baptist
University, offering Chinese medicine and specialist services such as
orthopaedics and traumatology as well as acupuncture. The addition of
the Chinese medicine clinic complements the existing onsite HKSH
Healthcare Family Medicine and Primary Care Centre (Tanner Hill) and
Senior Citizen Wellness Centre that opened in 2016 and being backed
by the Hong Kong Sanatorium & Hospital. Comprehensive wellness
services have been in place to fully implement the concept of ageing in
place.

After a lukewarm market response to The Tanner Hill project in its first
year, adjustments were made to the leasing options in 2016. Tenants
were offered the opportunity to initially choose a two-year lease and
then, at any time, change to a long lease, with half of the rent already
paid credited towards the long lease charges, to a maximum of twelve
months’ rental.

This measure, together with other marketing efforts and word-of-
mouth, has proven successful in attracting tenants to the project. As of
March 2018, all 588 units had been leased. Moreover, 71 tenants had
moved from the short to the long-lease option during the review year,
confirming that this style of living is well-suited to their needs. As a
result, 58% of the residents were long-lease tenants.
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HKSH Healthcare Family Medicine and Primary Care Centre (Tanner Hill) and Senior Citizen
Wellness Centre offers specialist services in Family Medicine and Geriatric Medicine.
ENBRFEBZLEERETL (F2L) ERERETLOHREBSIHREARE
HBEED -

Tenant satisfaction at The Tanner Hill was measured during the year
under review by way of a survey conducted in early-2018, an
undertaking that delivered an overall satisfaction rate of 99%. Of
particular note was the discovery that the tenants not only appreciated
the service, but also that their family members felt reassured that their
elderly relatives were well looked after.

In striving to provide innovative housing solutions, the Housing Society
considers these figures to be demonstrative of the social and
commercial value of this type of project. It is hoped that the
Government, private-sector developers and community members alike
will increasingly embrace similar concepts as the elderly population in
all social strata continues to grow.

Senior Citizen Residences Scheme

As part of our ongoing commitment to serve Hong Kong's low- and
middle-income citizens, the Housing Society has a key objective to
grow our Senior Citizen Residences Scheme (SEN) as the middle-
income elderly population increases.

Our first SEN projects, Jolly Place in Tseung Kwan O and Cheerful Court
in Jordan Valley were launched in 2003 and 2004 respectively. They
were pioneering in that they offered a life-lease model to our tenants.
Both existing SEN projects have continued to enjoy full occupancy and
receive positive feedback from tenants.
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The overall satisfaction rate of our services at The Tanner Hill reaches 99%.
[ | EFPHMBERE 99%°
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In addition to housing, each SEN project also provides for its residents’
social and healthcare needs such as wellness centre and onsite RCHE
for its tenants and the community. As of March 2018, the RCHE
occupancy rates at Jolly Place and Cheerful Court were 88% and 89%
respectively.

Building on the successes and learnings from these projects, we have
initiated a new SEN project at Lee Kung Street in Hung Hom. The
facilities and design of the new project will be optimised based on
experience with the two existing developments and feedback from our
tenants. As an example, elderly tenants have identified that they prefer
having more space dedicated to “static” facilities, such as function
rooms and libraries, over “active” ones such as swimming pools and
fitness rooms. This preference will be reflected in the new project’s
design.

Construction of the Lee Kung Street project is planned to commence in
the second half of 2018 with completion targeted by 2021/22.

Hong Kong Housing Society Annual Report 2017/18

Two SEN projects, Jolly
Place and Cheerful
Court, enable middle-
income senior citizens
to agein place.
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ER
C
Elderly Resources Centre

EHRERBERSD O

Elderly Resources Centre

Located in one of our estates Prosperous Garden in Yau Ma Tei, the
Housing Society’s Elderly Resources Centre (ERC) was set up in 2005,
aiming to foster understanding and support for the elderly by
promoting the concepts of ageing in place and age-friendly homes.

In face of the ageing population, the prevalence of dementia among
the elderly grows proportionately in the community. According to a
study conducted by the Department of Health in collaboration with the
School of Medicine of The Chinese University of Hong Kong, it was
estimated that one out of every three persons in Hong Kong aged 85 or
above suffered from various degrees of cognitive impairment.

In view of this, in November 2017 the ERC launched its new Mind-
Friendly Home Exploration Centre. The Centre is the first of its kind in
Hong Kong and allows guests to tour a model unit of dementia-friendly
home design. Its aim is to demonstrate practical ideas both for housing
providers and also for families seeking to introduce dementia-friendly
aspects into their homes. It further has a role in helping to raise general
public awareness of dementia.

A Awide range of facilities are provided at ERC for the public to
<« understand the concept of ageing in place.
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MIND Fnendly Home Exploration Centre —¢o
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The MIND-Friendly
Home Exploration
Centre showcases
dementia-friendly
home designs.
[BRE| RERAE
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Covering an area of about 190m?, the Mind-Friendly Home Exploration
Centre was designed with professional advices from an Expert Panel
comprising scholars, occupational therapists and so on.

The Centre features a mock-up flat with living room, bedroom, kitchen
and bathroom, showcasing how the eight design principles of
dementia-friendly home, namely reducing potential risks unobtrusively;
reducing unhelpful stimulation; creating a familiar space; allowing
people to see and be seen; supporting movement and engagement;
optimising helpful stimulation; providing opportunities to be alone or
with others; and responding to a vision for way of life, could be
adopted.

Besides, the Exploration Centre exhibits hi-tech products, as well as
different assistive tools and gadgets, such as anti-wandering kit, bed/
toilet seat sensor, wireless flood detection alarm and assurelink system,
that offer useful ideas to various dementia patients and their caregivers.

In addition to thematic exhibition, the Exploration Centre will also
organise regular guided tours and seminars for the elderly, caregivers,
students and the general public as a means to promote better
understanding towards dementia.

Hong Kong Housing Society Annual Report 2017/18

EIAI 190 F KM [ B RE | KE R -
ERRBERBEAEMEARNERE
BEMEXERER

RAERERBERE  RTEE  HERE - &
FEMEIFTAEIA [BAEREZRE ] BN
RFFRE - BERSEERR  RER
BTE® - EEATBHORT - BHAMNNR
A REESNSE  RHEEZNERER
B REBAAREATDERE  UREE
[BBEMR] R

Boh - RAER T EENORRERE TR
miéﬁ%lﬂ WWﬁiﬁW%%

BERHIIRE RS BGKSERENE
BRER /\Ekgﬁ‘%ﬁ ABEENBEEIR
HERHEZ -

REABTEREIN  RANETEEHAEK

% BEE SLEREBAREHEEE
&E%F:E ’ L‘Xii&i‘hm?ﬂﬁﬁ rm?%# o



| Meeting the Needs of an Ageing Population BE& % & A O &

Guided tours are organised for patients and caregivers to
enhance their understanding of dementia.
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The dementia-friendly concept is promoted through a wide range of outreach activities.

[REREERDO] EEIINRBBHE [ER=] -

During the year, 18,223 community members visited the ERC including FRRELZEERPLIN2EARE
2,445 visitors of the Mind-Friendly Home Exploration Centre, while 18223 B EIE2445 NS [BERE | K
more than 100 social workers, social work students and our staff have EHRME RR#BER—BE4IT g1
attended training programmes on-site. ERBERFEHE TESELEEETE -
In addition to the new exhibition, the ERC continues to serve the elderly [RELZFEERPLO] MERBHESE - 7K
and the wider community by providing education and training, REEBRMHE RIEI - ER  BRE®R
resources, health screenings, research and other professional services. E MEUREMBZERLE  HERRSE
An SROI study on the ERC conducted this year under review determined EHEegERARE ROBEFERN  [REXRE
that for every dollar invested, the social return was HK$3.1. BRPOIETHEERERRATET -
BERBR—TTAFR=G—ETHHEEE
B4
In order to evaluate the outcome and effectiveness of our elderly RABREFERBOKRRKN - Fi
housing initiatives, the Housing Society has commissioned the Sau Po EXETEARREFBEZEFMETPLETS
Centre on Ageing of The University of Hong Kong to conduct a number BfR - HRETEEEM] BERLE
of studies, among which included a Longitudinal Study of the Ageing- SIHEMMAEIAR [REEM] ERELE
in-Place Scheme and the Social Return On Investment of the Ageing-in- EHE[EHEELEERP L] OHGRE
Place Scheme and HKHS Elderly Resources Centre. More details are BIRIFE - EZFHFBEHN(ZE—1/ —N
available in the Social and Environmental Report 2017/18. FEAGMRIRRIME)
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Serving Our Residents with Excellence
=ILORBEER

Population of Properties Managed by the Housing Society

BHERMENERADO

as at 31 March 2018
BE-ZT)\F=A=+—HL

P 79,069 (59.0%)
Rental Estate
HAAELP
P 18,045 (13.5%)
Flat-For-Sale Scheme
FEEEAE
P 14,451 (10.8%)
Sandwich Class Housing Scheme
ROFEEEERE
P 5,888 (4.4%)

Tenants Purchase Scheme

BEBEHE S

' |
133,983

Total #8224

In 2017/18 the Housing Society had 20 rental estates within its portfolio,
representing 32,632 units and housing approximately 85,000 residents.
We also managed 20,765 flats in 28 privately-owned properties, as well
as 4,826 units under the Tenants Purchase Scheme of the Hong Kong
Housing Authority.

As the second largest public housing provider in Hong Kong, we are
committed to providing quality and safe living environments for all of
our tenants. As such, we place great importance on maintaining and
improving our rental estates. Half of our 20 current estates are more
than 40 years old, requiring careful maintenance and even
redevelopment. We are sensitive to the need to find better and smarter
ways to address the ageing housing stock, while keeping costs
affordable and providing them in as timely a manner as possible.

We must, over time, also meet the changing needs and expectations of
an ageing population and cross-generational community. This means
that, in addition to our ongoing maintenance and community-building
work, we must focus particular effort on upgrades and services that will
benefit ageing residents, such as improving vertical access and
developing our Ageing-in-Place (AIP) Scheme.

Hong Kong Housing Society Annual Report 2017/18

W 4,560 (3.4%)
Rural Public Housing
BRAKEE

P 4,245 (3.2%)
Urban Improvement Scheme
mERREsTE

P 2,415 (1.8%)

Full Market Value Development j 672 (0.5%)
TERRIER

P 2,247 (1.7%)
Subsidised Sale Flats Project
BBHERERR

P 1,272 (0.9%)
Urban Renewal Project
mEEZIAR

’ 1,119 (0.8%)
Quiality Elderly
Housing Project
BEREFERA

Senior Citizen
Residences Scheme
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RENT
ASSISTANCE
SCHEME

The Rent Assistance Scheme of Hong Kong
Housing Society (Housing Society) helps tenants
of rental estates with temporary fnancial difficulty
1o pay rent. Eligible households will be granted
0% rent reduction for a term of two years.
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Househelds who wam to apply for Rent Assistance
could obtain an application form from respective
Estate Office, complete and return it together with the
stipulated documents

o offers to asaist
auld be reported

lication imespective of whether such persan has
ed ar camvicted of the relevant offence

bean prosecy
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The Rent Assistance Scheme will help @ - RREIFFMIE - TOTRREHES -

relieve tenants with financial difficulties.
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Rent and Rental Policy

We undertook a bi-annual rent review exercise and determined an 8%
rental increase to be applied as of 1 April 2018. As the rental estates’
operating accounts are independent of other businesses of the Housing
Society, the rent level is determined mainly on the basis of the
operating costs, including the recurrent management expenses,
tenancy administration costs, rates and government rents, as well as
the expenses for major improvement works, repair and maintenance,
and the affordability of our tenants.

We have also launched a new Rent Assistance Scheme, with the aim to
help those of our tenants faced with short-term financial difficulties.
Under the Scheme, which will take effect from 1 September 2018,
residents will be able to apply for a 50% rent reduction for a term of
two years. There is no cap on the Scheme and assistance will be
distributed based on eligibility, to be determined by a means test. After
two years, the beneficiaries, if eligible, can apply for a further two-year
term of rent assistance.

HOND KONG
HOUSING SOCIETY
LLLEET ]

The Housing Society maintains close dialogue with
stakeholders to formulate more effective rental policies.
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Improvement Works on Rental Estates (Expenditure)

HIEEMAETE ()

(Cumulative) HKSmillion as at 31 March 2018
(R&h) B¥EET BE-T—)\F=A=1+—Hi1t
P 1,383 (48%) P 274 (10%)
3,000 — 2,849 I S .
Y Estate Rehabilitation Building Services
and Renovation Improvement
2:500- E IS R B EFRENE
2,000— P 615 (22%) P 253 (9%)
Power Upgrading Slope Improvement
1,500 — B and Other
Building Works
0
1,000 p 324 (11%) SAHER
arrier-free E@E?Eg’él%%
Access Improvement
200- gg T e
0 Year
03/04 17/18 15

At the same time, a new Well-off Tenants Policy (WTP) will also
commence on 1 September 2018. The policy is only applicable to the
new tenants of our rental estates, and in cases of transferring tenancy
to a family member other than the spouse. These households are
required to declare domestic property ownership after five years and
their family income and assets after residing in the estate for ten years
and on a biennial basis afterward. Tenants who own domestic property,
or whose family income or total family net asset exceeds the waiting list
income limit by five times or 100 times respectively, will be required to
vacate their rental flats.

Renewing Old Estates and Providing New
Rental Units

In tandem with our long-term estate redevelopment programme, we
continued to carry out inspection and repair works to prolong the life
of our oldest rental estates. This major improvement works are done in
a ten-year cycle, at the rate of ten to fifteen buildings per year.
Improvements in 2017/18 included considerations for safety and
accessibility, such as the replacement of a total of 15 lifts in five rental
blocks of Ka Wai Chuen starting May 2017 and expected to complete in
2019. The total commitment for major improvement works in 2017/18
was HK$113.6M.
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The Housing Society spares no effort to conduct
improvement works to create a better living environment.

FHRHERBEHETHRETLR BHRABREEER-
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Additionally, as part of our Voluntary Building Assessment Scheme
(VBAS), which encourages owners to take part in the maintenance of
their properties, we appointed VBAS Assessors for 40 blocks in four
estates and completed inspection and commenced repair works on
thirteen blocks of five estates over the past year.

Apart from renewing the old estates, our Ying Hoi House project in Sha
Tau Kok Chuen inside the Frontier Closed Area saw tenants begin to
move in commencing March 2017. All 140 rental units have now been
leased to those holding a valid permit. The project also includes
amenities such as retail shops and parking spaces for use by the
community. Ying Hoi House has seen considerable interest from media
and the public due to its unique location, European styling and
remarkable views.

\~7\7

The design of Ying Hoi House combines a European village
style with the charm of a local fishing village.
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Promoting Closer Ties in the Community

In 2018, the Housing Society has organised an array of activities for its
residents, celebrating the 70" Anniversary of the Housing Society while
promoting neighbourhood fraternity. Details of the activities are
elaborated in the section of “Connecting with Our Stakeholders”.

The Housing Society Community (HSC), now in its 15" year, continues
to promote a harmonious community through the provision of
recreational events and services to our tenants. The role of the HSC is
not only to develop closer ties between neighbours within the
community, but also to support the AIP Scheme to allow seniors to
maintain their independence and social connections but also
contributes to a better quality of life as detailed in the “Meeting the
Needs of an Ageing Population” section of this report.

In 2017/18, the HSC organised over 1,100 activities for more than 54,000
residents, including Christmas Talent Show, Chinese New Year
Gathering, Tree Planting Day, Elderly Athletic Gala, Boccia Interest Class,
etc. Post-activity surveys conducted for each event indicated a high
level of satisfaction from participants.

Hong Kong Housing Society Annual Report 2017/18

The Housing Society
Community organises
a wide variety of
activities to strengthen
neighbourhood ties.
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The Housing Society shows care for its elderly residents
through the AIP Scheme.

[&5Em] B RREEREMEINAIE-

The Housing Society takes the opportunity to celebrate
its 70 Anniversary with residents.
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In addition to the HSC's regular activities, we provide a number of
amenities particularly focused on our older residents, in order to help
them maintain their sense of community — an important facet of
successful ageing in place. These include elderly lounges at nine of our
estates, where ageing tenants can socialise and participate in activities
designed for them.

Care for Our Tenants

Aside from maintaining the condition and affordability of our
properties, we continue to provide a variety of social, health and
recreational services, to support a good quality of life for our tenants.

We employ seven registered social workers as service coordinators on
our estate management team. Their role is to provide support to

tenants who may be facing financial, health, family or social challenges.

They offer expertise and guidance in matters such as seeking financial
or health care assistance from the Government.
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Not only have we offered additional care and services for our elderly
residents through initiatives such as our AIP scheme, we have also
nurtured the educational development of youth in our communities
through our Housing Society Community Scholarship programme,
established in 2014. A scholarship of either HK$5,000 or HK$10,000 is
awarded to students living in our estates with good and excellent
results respectively in the Hong Kong Diploma of Secondary Education
Examination. In 2017/18 we awarded a total of HK$75,000 in
scholarships to 12 students.

Knowing that our tenants feel well cared-for is important to us. During
the review year we conducted a customer satisfaction survey across 25
estates, including rental estates and managed properties, with the
overall finding that 85% of respondents were satisfied or very satisfied
with various property management aspects such as staff performance,
security, repair and maintenance, as well as environmental protection.
In 2018/19 we will engage a university to conduct a large-scale survey
across all of our estates.

Commercial Property Management

As a non-profit housing organisation, our priority is to serve our tenants
and their communities. The trade mix in our commercial rental spaces
is chosen based on the needs of our tenants, rather than solely on
financial gain.

Hong Kong Housing Society Annual Report 2017/18
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The Housing Society
Community Scholarship
programme encourages
young residents living

in our rental estates

to pursue academic
excellence.
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The Housing Society carries out face-lift renovations
at a number of shopping centres.
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Our commercial tenants consist primarily of local neighbourhood shops

and services, as well as NGOs and community organisations — the
latter paying concessionary rents and representing around 13% of our
total commercial space.

The occupancy rate of our retail portfolio remains high, averaging
97.7% during the review period. The current total area of our
commercial premises is around 130,000m?. In addition, there are a total
number of some 9,300 car-parking spaces in our commercial portfolio
in 2017/18. Overall, we achieved a commercial income of about
HKS$840M, implying an increase of 7.8% from 2016/17.

The Housing Society has been consistently renovating its shopping
centres, aiming to improve the business environment for the shop
tenants while enhancing the shopping experience for customers and
catering to the daily needs of local residents. During the year, both Ka
Wai Plaza and Kai Tak Shopping Arcade (previously known as Kai Tak
Garden Shopping Arcade) completed renovation in December 2017,
with a modernised design, a safer and more comfortable environment
for shoppers. The business mix was also diversified to offer greater
choices for the residents in the estate and local community.

We conducted a survey in late-2017 of our commercial tenants
regarding management matters and a satisfaction rate of 85% was
achieved.
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Building Quality Homes
BIEBEREFR

Existing Completed Units

REEMNELHE

No. of Units
BAHA

as at 31 March 2018
HE-Z—)\E=A=+—Hit
J 31,291 (49%) 95,620 (9%)

Rental Estate

HHE R
P 10,360 (16%)
Flat-For-Sale Scheme
FEBETE
P 8,920 (14%)
Sandwich Class
Housing Scheme

L EERE

MR
W 4,677 (7%)

FABEER
W 1,338 (2%)

64,358

Total #8224

N

MEAKEE

Providing quality housing is core to our identity; it means delivering
functional, practical, user-friendly developments, enriching them with
services and amenities to create truly livable communities.

The Housing Society plays a unique role in the Hong Kong housing
landscape by helping to bridge the gap between Government schemes
and the private market. We work closely with the Government to
identify those target groups in need, such as low- and middle-income
families and senior citizens, to provide them with viable housing
solutions through innovative schemes and proven models.

We also operate in the capacity of a “housing laboratory”, embracing
the responsibility of testing new and innovative housing initiatives to
meet the changing needs of society over time.

Meanwhile, our existing rental estate portfolio includes 20 estates for a
total of 32,632 flats. Of these, ten estates comprising 22,967 flats — or
over 70% of our residential rental stock — are more than 40 years old.
Our priority for the tenants of these estates is to ensure that they can
continue to enjoy a safe and comfortable living environment. To meet
their needs, we periodically review and identify projects due for
rehabilitation or, where suitable, redevelopment.

Hong Kong Housing Society Annual Report 2017/18

Urban Improvement Scheme

Private Development

Rural Public Housing

| 988 (1%)
Subsidised Sale Flats Project
ABHERERR

588 (1%)
Quiality Elderly Housing Project
BEREFEEA

‘ 576 (1%)
Senior Citizen Residences Scheme
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Subsidised Sale Flats

In line with Hong Kong's housing policy direction, and reflecting our
commitment to help address the shortage of affordable housing in
Hong Kong, we continue to work with the Government to increase the
supply of Subsidised Sale Flats (SSF).

Greenhill Villa

Following the first SSF project Greenview Villa in Tsing Yi, the second
project located in Sha Tin, namely Greenhill Villa, is also designed to be
“practical but not extravagant”, providing 1,020 small-and-medium-
sized flats at discounted prices to middle-income families. As of March
2018, the concrete structures of the three towers were close to topping
out, and other superstructure works were in progress. Construction is
due for completion in 2019, with units to be handed over to users by
the end of 2019.

Terrace Concerto and Mount Verdant

Terrace Concerto in Tuen Mun and Mount Verdant in Tseung Kwan O
were launched for pre-sale in November 2017. In total, 93,619 valid
applications were received, or a record-high oversubscription of 150
times over the 620 flats. An online application system for White Form
applicants was set up for the first time and over 60,660 submissions
were received online.

q Building Quality Homes B2 B H E PR
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reenhill Villa
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Construction work on Greenhill
Villa is progressing smoothly.
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among the public.
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Among the applications, 94% came from White Form applicants and 6%
from Green Form applicants. Moreover, 62% of the applications were
from one-person applicants. On the whole, 60% of the applicants are
aged between 18 and 30. The Housing Society will take into account
these responses for our future project planning, such as the flat sizes
and flat mix.

The flat selection commenced on 28 February 2018, and all 620 flats
(290 in Terrace Concerto and 330 in Mount Verdant) were sold out on
20 March 2018, after nine designated days of flat selection. Among the
buyers (including 20 households affected by the Ming Wah Dai Ha
redevelopment project), the ratio of White and Green Form applicants
is about 50:50, with 251 family and 69 one-person applicants of Green
Form, and 240 family and 60 one-person applicants of White Form
respectively.

The foundations for both projects are now completed and
superstructure works are underway, with construction completion
expected in 2019 and 2020 for Terrace Concerto and Mount Verdant
respectively.

Hong Kong Housing Society Annual Report 2017/18

Terrace Concerto in Tuen Mun and Mount
Verdant in Tseung Kwan O are launched to
help fulfil aspirations of home ownership
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Redevelopment works at Ming Wah Dai Ha are underway.
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lllustrative concept for Ming Wah Dai Ha redevelopment.
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Redeveloping Our Rental Estates

For rental estates where redevelopment has been determined as the
most suitable course of action, the rehousing of existing tenants is an
accompanying requirement. This has often proven to be a challenge,
particularly when seeking to relocate tenants within close proximity to
their existing homes and familiar surroundings.

Through ongoing searches and with support from the Transport and
Housing Bureau, Lands Department and Planning Department, we have
identified a number of potential rehousing sites and completed the
technical feasibility studies on them. Nevertheless, we would continue
to look for other suitable decanting options, while forging ahead with
redevelopment plans for our aged estates.

Ming Wah Dai Ha

At our Ming Wah Dai Ha, located in Shau Kei Wan, we have commenced
work on a three-phased redevelopment. For Phase |, site formation and
foundation works for the two new buildings are completed and
superstructure works have commenced. This phase, comprising 966
rental units, is due for completion in 2019/20.
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The 50-year-old Yue Kwong Chuen will carry
out redevelopment works.

BRI FERAA N ETERTIE
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Housing Society will develop a rehousing estate at
Shek Pai Wan Road in the vicinity of Yue Kwong Chuen.
EHRAL AN A ERERE R -

We have also obtained in-principle support from the Planning

Department and the Eastern District Council for a revised Master Layout
Plan for Phases Il and Ill. More rental rehousing flats in Phase Il have
been included in the revised Plan in order to expedite the decanting
process for Phase Ill, resulting in a shortened redevelopment
programme from 25 to 20 years.

In addition to rental flats, Subsidised Sale Flats and SEN flats will also be
included to meet the aspirations of home ownership and the housing
needs of the ageing population respectively. The entire project is
expected to complete by 2032, offering a total of 3,919 flats, with 700
additional flats compared to the old estate.

Yue Kwong Chuen

Built in the 1960s, the 1,144-flat Yue Kwong Chuen in Aberdeen has
been slated for redevelopment with estimated completion in 2033/34.

A decanting site at nearby Shek Pai Wan Road had been identified, and
is now undergoing the land grant procedure. We hope to commence
the site foundation in early 2019 and complete the project in 2023/24,
offering 600 flats for decanting of Yue Kwong Chuen residents for its
Phase | redevelopment. The original site at Yue Kwong Chuen will be
redeveloped to provide subsidised flats for rental and sale, to meet the
pressing housing needs.
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Support has been obtained from the local community on
redeveloping Kwun Tong Garden Estate I.
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Kwun Tong Garden Estate

As part of our redevelopment planning for Kwun Tong Garden Estate I,
a potential decanting site at Ting On Street, opposite to the existing
estate, has been identified.

Having sought support from the Kwun Tong District Council and
consulted the residents affected by the rezoning proposal for the
decanting site, we received in late 2017 the agreement of the Town
Planning Board for the rezoning proposal of this site. We have
proceeded with the land grant application, with a view to commencing
construction in 2019.

Dedicated Rehousing Estate

To support Government's unified as well as enhanced rehousing
arrangements for government development clearance exercises, the
Housing Society will develop Dedicated Rehousing Estates for
rehousing eligible affected households. At the moment, the Housing
Society is working on two Dedicated Rehousing Estate projects.

Pak Wo Road

Located in Fanling, this mixed development project has completed its
planning process, with the scope finalised and confirmed. It will provide
subsidised rehousing units comprising about 510 public rental flats and
about 690 Subsidised Sale Flats (SSF), as well as about 260 Senior Citizen
Residences Scheme (SEN) flats.

q Building Quality Homes BI2E & EFA

Rehousing estate for Kwun Tong Garden Estate Il is
planned to be built at Ting On Street.
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Ancillary facilities provided at the site will include a shopping centre
and public car park, as well as two Residential Care Homes for the
Elderly (RCHE). As with all of our other new projects, our aim is to
provide services not only for tenants, but also for the benefit of the
wider community.

The Development Bureau recently reviewed the ex-gratia
compensation and rehousing package for government development
clearance exercises, entailing adjustments in the collaboration model of
this project which can also be referenced in other similar Dedicated
Rehousing Estate projects in future. As such, preparation of the land
grant is in progress. Target completion of the project will be 2023/2024.

Hung Shui Kiu

Planning and preliminary design for our Hung Shui Kiu project in Yuen
Long are now underway. The key parameters including plot ratio, gross
floor area and maximum building height as well as a phased
development programme for the project were agreed in principle by
the Government in January 2018.

Hung Shui Kiu project was initiated at the invitation of the Government
and, when completed, will have around 2,100 subsidised flats for rental
and sale, with supporting amenities such as retail facilities and car
parking spaces. This project will also be used to help rehouse those
eligible clearees affected by government development clearance
exercises.

Hong Kong Housing Society Annual Report 2017/18

A Dedicated Rehousing
Estate will be built on
Pak Wo Road in Fanling.
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Work on the first phase is due to schedule in 2020, with completion in
2023/2024. Subsequent phases will be developed in the years thereafter
to suit the Government's clearance programme.

Subletting Subsidised Sale Flats

In October 2017, Hong Kong's Chief Executive announced that the
Government would facilitate the Housing Society in allowing owners of
its subsidised sale flats to sublet their flats with premium unpaid to
families in need as a transitional housing initiative.

We will be launching this initiative as a pilot scheme covering around
15,000 subsidised flats with premium unpaid (out of around 19,000 flats
in 20 completed projects) under Flat-For-Sale Scheme and the
Sandwich Class Housing Scheme. The actual number of flats available
for subletting under the pilot scheme will depend on the owners’
response.

We are deliberating on the implementation details of the pilot scheme,
and aim at launching the scheme in the third quarter of 2018,

q Building Quality Homes BI2E & EFA

The Housing Society plans to allow owners of subsidised
housing flats with premium unpaid to sublet their flats to
families in need as transitional housing.
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Views were collected
from CBS owners to
formulate a proposal on
enhancement measures.
mRABERESEM]
MEFWEER AR
Y M EEIER -

Pilot Scheme on Redevelopment of Buildings ERTAHEEESEt. 8F
under Civil Servants’ Co-operative Building FEEtE

Society Scheme

The Pilot Scheme on Redevelopment of Buildings under the Civil ER[ABEREAEL | BFEGHER
Servants’ Co-operative Building Society (CBS) Scheme, launched in —E-RFHY BEMY I ABEREA
2016, aims to assist owners of CBS properties to redevelop their aged ERt ] XX EEEE  UEBRZERMA R
buildings while unleashing the development potential of these sites to REN  AREELZEHHESEM -

provide more Subsidised Sale Flats.

We have conducted three briefing sessions to explain the details of the BaFEIHEITAR - BB EBRBIT=(ERH
pilot scheme to 148 owners from 47 CBSs since the launch. Taking into g mka4a7E [ ABERESEL] H
consideration the views and feedbacks collected and the financial 148 F H) ¥ X R R BT BIMFTIS - BT
considerations, a review was conducted incorporating additional MERUBEMGENERRMBREZ W&
financial evaluations. Several enhancement measures were proposed TR a A T A A KT IE ) B T AT Ak o BAPIR
which included, among others, adjustment of the minimum site area HZIEEBLER BESREHEREED
requirement from 1,400m? to 1,200m? FUTE 1,400 F I3 KFIEE 1,200 F 5K e
The enhancements were subsequently put forward to the Government FHRABLEBERRTHRNERE -

for consideration.
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A “Site Safety Promotion
Scheme”is held at

the Greenhill Villa
construction site,
offering incentives for
safety performance.

R [ArtaHEse ] 817 (i
B TS 5
BTRIERE-

Project Management
Safety Incentives and Accident Rates

Across all our developments, safety remains a top priority. In 2017/18
we held 10 site safety workshops, 12 risk management workshops and
four integrity workshops. Seven independent site safety audits were
also conducted by the Occupational Safety and Health Council.

A safety incentive scheme, initially launched at Greenhill Villa, was
expanded and now implemented to our other on-going projects. The
scheme involves an incentivising system with reward presentations and
official recognitions held on regular basis to site workers who have
been identified with good safety practices.

The average overall accident rate per thousand workers for all our
construction sites over the review period was 13.2. The statistics was
higher than expected due to a comparatively higher percentage of
foundation contracts during the first half of the year. That said, the
accident rate was still lower than the industry norm. Nevertheless, our
aim is to keep the accident rate below 10 per thousand workers.

q Building Quality Homes B2 B H E PR
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New Construction Methods

In support of the Government’s advocacy for adopting the “Modular
Integrated Construction” (MiC) approach in building construction, we
will review the same with an aim to apply partial MiC in our
forthcoming rental projects as pilot. Our mid-term target is to extend
the current precast elements in residential towers from pure 2D to
2D+3D, with kitchen and toilet modules fully assembled offsite and
then transported onsite for installation.

We share the vision that MiC, a construction method whose benefits
include improved site safety, reduced construction waste, more
efficient building timeline, better quality control and less disturbance
and noise to nearby residents, would be the mid and long-term
direction for the building industry. We also believe this methodology
could enhance our project quality and programme.

We continue to embrace innovation in our project plans, which befits

our role as a "housing laboratory”. In 2017/18, we ran two workshops to

promote the application of modern technology for the future housing
developments of the Housing Society. Topics including material and
building technology, information technology, smart building
technology and energy efficient and green solutions were covered.
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The Task Force

on Design and
Construction visits a
factory in mainland
China to understand
the production of MiC
components.
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The Tanner Hill won the Merit Award in the Quality Building Award 2018.
[0 ] 5K [2018 FEBEZEANE — BRE] -

N

Award Presentalion Ceremony

F s %
Driven by Profession “‘7 T e e
United for Success ~ ‘H -y e
LR CLRET T mAi,— om0 S
HETUIRR A e

peeregte I B B

Hong Kong Residential [Multiple Buildings] Category
Merit Award

We proudly participate in a range of building awards each year
alongside with our contractors, in categories including site safety,
construction and green buildings. The Housing Society has received
numerous recognitions and awards over the years for its projects and
building sites.

With the innovative and integrating design for ageing in place, The
Tanner Hill offers a sustainable and quality living initiative for the
elderly. This year, the project has been shortlisted as a Finalist for the
category of Hong Kong Residential (Multiple Buildings), and awarded
with a Merit, in the Quality Building Award 2018 which was generally
recognised as one of the top awards in Hong Kong for building
development. It has also been awarded the Winner of the Best Silver
Architecture in Singapore organised by Ageing Asia Pte Ltd.

The Tanner Hill won the international award “Best Silver
Architecture — In-Operation” in Singapore.
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Contributing to a Sustainable Community
HEviFELE

Expenditure on Social Projects
#ERIEAMZH
(Cumulative) HKSmillion as at 31 March 2018
(B3 BBEET BE—T)\F=A=+—HL
2000 - P 1,665 (77%)
] Building Management
2,000— and Maintenance
EREEREE
1,500— P 244 (11%)
City Revitalisation
1,000— mEE(E
P 249 (12%)
500 — Elderly Related
17 Services and Others
REEBRY R
0 Year
04/05 17/18 515

As we strive towards fulfilling our vision of being a world-class housing
solution provider in every sense, it is imperative that the Housing
Society not only provide affordable housing and quality living, but also
care for the overall sustainability of our community and the housing
industry as a whole.

As a non-government organisation with a social conscience, we place
great value on social investment in our communities. In 2017/18, our
total expenditure on social projects was HK$78M. For the betterment of
the communities in which we operate, we participated and volunteered
in numerous initiatives such as Voluntary Building Assessment Scheme,
Elderly Resources Centre, the study on the development of the
periphery of country parks as well as nurturing young talents for the
housing and elderly services industries.

Study on the Development of the Periphery of
Country Parks

With land shortage a major concern for Hong Kong in recent years, and
in recognition of the urgent need to increase land supply for housing,
we have worked closely with the Government to generate new ideas
and solutions.
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As such, the Government invited us in May last year to carry out a
technical and ecological study on development at two sites located on
the periphery of country parks for purposes other than real estate
development, such as public housing and non-profit-making elderly
homes. The sites are located in Tai Lam, Yuen Long and Shui Chuen O,
Sha Tin. The total study area of 40 hectares in the two sites accounts for
less than 0.1% of the total country park area, which constitutes 40% of
Hong Kong's total land mass.

We have appointed a consultant to conduct the study in two phases.
Baseline Studies will be completed by the end of 2019, comprising an
ecological assessment (covering both wet and dry seasons) and
development feasibility study. A second, more detailed study will follow
if the results of the first study suggest favourable conditions for housing
development. If the second study proceeds, it is anticipated to be
completed by the end of 2020.

We fully recognise the public’s different views regarding the ecological
impact and other considerations associated with potential
developments within these sites. We will be conducting public
engagements during the period of assessment to reach out to different
stakeholders.
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The Housing Society does not hold any position on the issue of

developing the periphery of country parks for housing purpose. The
report of the study upon completion will be submitted to the
Government for consideration, which shall provide objective analyses
and enable rational deliberation by the community in the future on the
issue of land supply and the potential development of country park
periphery.

We have adopted necessary measures to address stakeholders’ concern
in view of the unique nature of this study. During the selection process
for appointing the consultant, we appointed a panel of 12 External
Advisors, nominated by eight local universities, to advise the Housing
Society on the scope, methodology and parameters on the ecological
study. In addition to the appointment of the consultant, we also made
a presentation at a meeting of the Country and Marine Parks Board and
consulted their members’ views.

Corporate Social Responsibility

During the review year we supported 48 community events, ranging
from environmental conferences to mental health awareness activities,
with total contributions of HK$645,860 made in the form of
sponsorships and donations.

In addition, the Housing Society fulfils its corporate social responsibility

through nurturing local talents, supporting community events, and
protecting the environment.
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Housing Society Chief
Executive Officer Wong
Kit-loong attends a
Country and Marine
Parks Board meeting to
update the members
the progress of the
Feasibility Study.
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Scholarships and bursaries have been presented to outstanding
students of housing-related disciplines for 13 consecutive years. L

FEiEE+=FnEEFERRENNERERBEHES -

Nurturing Talents

In 2017/18, our Hong Kong Housing Society Award scheme awarded
102 student scholarships and bursaries, totalling HK$816,000.

The Housing Society also provides on-the-job training opportunities for
undergraduate students. In 2017/18, we recruited a total of 59 summer
interns from 24 tertiary institutions for our Summer Internship
Programme. We also participated in the City University of Hong Kong
Student Summer Internship Programme and the Industrial Attachment
and Industrial-based Student Project for Vocational Training Council,
placing students in various divisions of the Housing Society.

For secondary school students, we joined the Yuen Long District
Secondary School Students Internship Programme for the ninth year, as
well as the Work Experience Movement organised by the Education
Bureau and The Hong Kong Institute of Surveyors. Through these
programmes, students were assigned to selected Housing Society
divisions to get a taste of the working environment and broaden their
horizons.

In line with the global trend of smart city development, the Housing
Society supported the Master Code 2017 — Smart City for All Competition,
organised by Hong Kong Education City and Microsoft. As the Strategic
Partner of the programme, we shared the goal of raising public
awareness of “Smart Cities”, while using the opportunity to promote
understanding of smart home technology for the elderly.

+ EIMTR

@
MASTER CODE 2077

MINECRAFT

Cum &

Master Code R XE 2017
Smart City for All G2 BB H

i}

Encouraging creativity among students by
supporting various educational activities.
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The Housing Society organises its first Microfilm Competition for
Secondary Schools with the theme of “cross-generation harmony”.

F e RERTRENEL AL T - HE (SRR

To inspire the younger generation to get acquainted with the topic of
“Cross-generation Harmony”, the Housing Society launched its first
Microfilm Competition in the review year. A total of 16 entries, which
could be viewed on Yahoo TV in summer 2018, were received from 12
secondary schools.

Our Housing Society Staff Volunteer Team, established in 1998,
continues its efforts in the community through volunteer activities
taken up by staff members and their families. A total of 60 members
participated in four activities during the year, including flag days, food
deliveries for the elderly and other events to help the disadvantaged.

In all of our new and existing projects, we aim to minimise our
environmental impact, both in construction and in day-to-day
operations. To this end, during the year under review an array of
environmental impact reduction measures were undertaken at our
housing developments and property management and across our
overall business operations.

Each of our new development projects undergoes either a BEAM or a
BEAM Plus Assessment for green building practices and processes.
Notably, our Heya Crystal and Heya Aqua urban renewal projects have
both achieved BEAM Platinum ratings, and several other projects have
also attained accreditation.
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Hang Kang Housing Society
Lok Man Sun Chuen
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Various estates and properties of the
Housing Society obtain BEAM and BEAM
Plus certifications.
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The Housing Society actively promotes green living in the community.

P W AR FE AL (R B AR R AU

Environmental programmes are in place to
promote green messages to residents.

BRARBRNRRED  AEREERREA

For our existing buildings, we continue to carry out major improvement
works, such as construction of green roofs, use of environmentally-
friendly and energy-saving materials, and introduction of environmental
and energy management system.

In our review period, we organised 882 recycling activities at our rental
estates and managed properties. Our Food-waste Recycling and
Community Farming Programme, for example, collected a total of
16,099 kg of food waste and supplied 1,136 kg of compost to estate
nurseries. Meanwhile, over 17,000 old books were collected from 28
estates and managed properties for recycling.

The Housing Society supports a number of energy-efficiency
community initiatives throughout the year. For example, all of our
estates and managed properties joined the Energy Saving Charter 2017
and the annual Earth Hour activity organised by World Wide Fund for
Nature Hong Kong.

During the review year, the Housing Society received about 500 awards
and recognitions for its achievements in energy efficiency, waste
reduction and water quality improvement.

Please refer to our Social and Environmental Report 2017/18 for further
details of our social and environmental achievements.
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Connecting with Our Stakeholders
i S EavE -]

Our communications strategy is based on maintaining open lines of
communication with all of our stakeholder groups, with the objectives
of delivering information about our work, handling feedback and

enquiries and sharing experience and knowledge through two-way
exchanges.

To ensure successful connection in these areas, we employ a diverse
array of platforms and channels including news media, social media
and direct communications.

Celebrating Our 70™ Anniversary with
Stakeholders

In 2018 we launched a public relations campaign for the 70"
Anniversary of the Hong Kong Housing Society, with the concept that
the journey of the Housing Society is part of Hong Kong’s history and
that the celebration of this special year should involve all stakeholders.

Under the theme “Create Homes + Revive Communities”, the campaign
aims to strengthen our relationships with stakeholder groups including
our residents, Members and staff of the Housing Society, Government
counterparts, business partners and industry peers. Various events,
community engagement activities, and publicity and outreach
opportunities have been organised to generate a sense of connection
with the general public and enhance awareness of our work.

Hong Kong Housing Society Annual Report 2017/18

The cocktail reception is
the highlight of the 70"
Anniversary celebration,
themed “Create Homes «
Revive Communities”.
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« Over 600 guests

W celebrate together at
the Cocktail Reception
and witness the new
milestone of the
Housing Society.
3B 600 RREHFEE
WEE HAKLEEH
EEIERR

The highlight of the campaign was a cocktail reception held at the
Hong Kong Convention and Exhibition Centre on 17 April 2018. The
Honourable Mrs Carrie Lam, Chief Executive of the Hong Kong Special
Administrative Region, was the Guest of Honour, and we were joined
by over 600 guests including Members of the Executive and Legislative
Councils, District Councillors, academia, industry peers and residents’
representatives, representing the major stakeholders of the Housing
Society.

Recognising the importance of community engagement, one major
objective of the year-round celebration programme was to encourage
broader participation among our residents. To serve this objective, we
invited well-known artist and illustrator Prudence Mak to design a series
of mural paintings for our 20 rental estates through the “Art in Estates”
Mural Painting Programme. Hundreds of estate residents were joined
by our staff volunteers to paint murals in the public open spaces of the
rental estates, promoting a sense of community through the experience
of art creation. The paintings were featured in an Art Map for
distribution to the general public, and developed into a mobile app for
browsing online and sharing fun photos on social media.

The celebratory activities also included a series of estate-based photo
exhibitions showcasing our residents’ images taken over the years, and
a shopping promotion campaign which gave away a set of cash
coupons valued at HK$70 to each of our residential tenants and staff
members for use at the merchants of the Housing Society.

The Housing Society brings residents together
to beautify rental estates through the “Art-in-
Estates” mural painting programme.
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An Art Map was created, to share the
enjoyment of art and the celebration of our
70" Anniversary with the public.
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Housing Society 70" Anniversary roving exhibitions are staged across the territory.

EHRERET [ZEERLTFREBRE]

To enhance public understanding of our work, we have undertaken a
number of media and outreach activities during the anniversary year.
We collaborated with TVB Jade to produce a four-episode programme
series for broadcast in April 2018 entitled "Public Housing Outing”. The
series presented light-hearted stories of the Housing Society residents
and the history of some of our signature estates.

Other outreach activities include a roving exhibition across the territory
between April and August 2018, the International Conference “Building
a Smart and Livable City for an Ageing Community” scheduled for
November 2018, and the Housing Society Exhibition Centre to be
opened in December 2018.

Effective Communication through Diverse
Channels

During the year under review we issued a number of publications to
keep stakeholders informed about our business activities and projects.
These included our Annual Report and Social and Environmental Report
2017, four issues of our quarterly newsletter Housing Society Today and
the regular staff bulletin Pulsar. In celebration of the 70" Anniversary, a
commemorative book was specially produced to give an account of
how the Housing Society evolved along with the changes of Hong
Kong over the past 70 years. All of these publications were made
available to the public through the Housing Society’s website.
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Our 70™ Anniversary Commemorative
Book is published.
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The TVB Jade programme Housing Society 70" Anniversary presents: Public Housing
Outing offers a taste of the convivial atmosphere within our estates.
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The Housing Society's corporate website (www.hkhs.com) underwent a
major revamp in the review period, completed in March 2018. In
addition to a new look and feel, the overhaul included enhancing the
website's functionality through use of new technology features. The
updated website provides enriched and re-organised contents for
easier navigation and searching by the public, and better supports
communication with our various stakeholder groups, including our
residents, business partners, media and the general public.

Our new "Housing Society Community” Facebook page was also
launched in April 2017, with a goal of sharing our corporate social
responsibility initiatives and business updates with followers. As of

1 March 2018, the page had recorded 2,447 followers and made
153 posts, garnering a total of 359,459 views and 4,124 positive
reactions.

In 2017/18, we received a total of 1,599 enquires through our hotline
and 3,819 enquiries by email, as compared with 2,373 and 3,339
respectively in 2016/17. These enquirers were primarily Housing Society
residents, tertiary students and academics, community groups,
Legislative and District Councillors and prospective buyers of Subsidised
Sale Flats Projects. The nature of the requests included seeking
assistance, requesting for information or expressing opinions related to
our schemes and services.

A series of publications are produced to keep stakeholders

and business partners well informed of our business updates.
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Housing Society Management attends LegCo
Panel on Housing meeting to explain rent
adjustment mechanism and rent relief measures.
EHEREBLE D AEREEHEZE RS
BRI S A BSI R ST BEE o

Transparency and Accountability

As a responsible housing provider and community-minded NGO, we
make every effort to engage the general public and keep them
informed of our activities, through public engagement and mainstream
media.

In 2017/18 the Housing Society took part in 35 media interviews and
issued ten press releases. A number of media events, networking
lunches, project tours and briefings with media were organised on a
wide range of topics including the sale of two Subsidised Sale Flats
projects, the launch of the “"MIND-friendly Home Exploration Centre”
and the 70" Anniversary of the Housing Society. Overall, the media
reports generated during the year were equivalent to an advertising
value of HK$51million.

At the district level, we undertook to engage regularly with local
residents about their housing concerns and Housing Society projects
in their respective districts, by attending 11 District Council meetings
during the review period. Topics discussed included the new Rent
Assistance Scheme, requests for zoning amendments and localised
matters.
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<« Chairman Marco Wu and CEO Wong Kit-loong meet the
'V media to share our latest business updates.
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Members of the HKIS Young Surveyors Group visit The Tanner Hill to learn
about quality elderly housing.
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Professional Exchanges

The Housing Society regularly receives guests from local, Mainland and
overseas organisations for organised visits to our projects and meetings
with our management staff for the purpose of sharing knowledge and
experience. In 2017/18, we hosted over 240 visitors, including industry
peers, young professionals, student delegates, government
representatives and teachers. The visitors represented a wide range of
organisations such as the Hong Kong General Chamber of Commerce,
the Education Bureau, the Bureau of Housing and Construction of
Shenzhen Municipality, the Global Institute for Tomorrow and others.

To promote wider understanding of our work and discuss solutions to
Hong Kong's housing challenges with industry peers, our Chairman
Marco Wu, as well as other senior management staff, participated in
various speaking engagements at both academic and professional
events.

These occasions included The Hong Kong Institute of Surveyors (HKIS)
Continuing Professional Development Talk and the General Practice
Division Executive Talk Series co-organised by HKIS and The University
of Hong Kong, just to name a few.

Delegates from around the world
conduct study tours at our housing
projects to foster experience exchange.
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CORPORATE SUSTAINABILITY
ERFRERE

Financial Management
MBEER

Income Distribution

WA
Year HKSmillion
Fn BEEET
23 1,760 3,588 12
B TN 5383
4,421 1,638 2,004 29
201617 ﬂ
(442) 5,526 1,466 36

2015716 _ 6,586

1,686 1,382 909 19
05— 3996

1,586 1,219 903 7
W ) 3715

Overall Financial Performance

The Housing Society reported a total income of HK$5,383million for the
year ended 31 March 2018, a figure that was HK$2,709million or 33%
lower than the previous year. Total expenses decreased by
HK$3,317million to HK$1,572million and overall the Housing Society
achieved a net surplus of HK$3,811million for the year. Net asset value
at 31 March 2018 stood at HK$42.3billion, represented by HK$9.8billion
in investment properties, HK$2.7billion in properties under
development for sale and HK$29.8billion in net financial assets and
others.

Income Analysis

Total income decreased year-on-year to HKS$5,383million as there was
no revenue from the sale of properties this year. On the other hand, our
investment results were the best in the last ten years and contributed
HK$3,588million, or 67% of total income, mainly due to strong gains in
equity portfolios.

Income from our property leasing and management operations was
HK$1,760million, accounting for 33% of total income. This represented 7%
year-on-year growth, mainly from our commercial premises and The
Tanner Hill. During the year, all the elderly units at The Tanner Hill were
successfully leased out, bringing additional leasing income to the portfolio.
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 Financial Management M# &2

Expenditure Distribution

X5

Year HKS$million as at 31 March 2018
5 BN EET BE-F-\E=A=t-AL
‘ Social Project Expenditures
(250)5 661 492 459 205 HEIEE S
2017/18 H 1,572 ‘ Property Development and
Related Costs/ (Written Back)
13 3,055 624 474 552 171 YRR BB, (E15)
I —————————— 889 @ Property Leasing and
53 3527 563 436 490 182 %;”;g%mg%ggﬁmes
1S el 5251 Staff Costs
37 939 508 409 283146 BIKAK
2014/15 * 2,322 ‘ Assets Depreciation and
Impairment
12 1,103 369 353 287137 ﬁiﬁ%&;ﬁ@
2013714 w 2,261 b | Other Operating Costs
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Expense Analysis

Total expenses were HKS1,572million, HKS$3,317million lower than the
previous year, mainly due to lower property development costs which
were revenue-driven. Staff costs and property leasing and management
expenses increased by 4% and 6% respectively, primarily due to general
inflation and higher spending to maintain our ageing estates.

Financial Outlook and Management

X

BXHERTEABET-_BEET BEF
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Property Developments for Sale BREEME

Property developments for sale are one of the Housing Society's core BRHEMEREHER —EHRZLEBM
businesses and income contributors. Over the years, the Housing WARIR - ZFER - Bih— B IEBUTE
Society has supported the Government in developing various housing EARANEENE - HHEEATREERE
schemes to assist people in Hong Kong to fulfil their aspirations of (RE B BN IEEHITER

home ownership. Currently, our focus is to assist the Government to

RUEDLEFE  BHRFHRAT AR

resolve the shortage of affordable housing through the provision of FEEHETENME BREEPLHERE
Subsidised Sale Flats (SSF), either in standalone SSF projects, or in HE HEAZERW  UREEEEZE®
Dedicated Rehousing Estates and our future redeveloped rental estates. HAEETP

EBERIHE2017/18EEER
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Current development projects in the pipeline include the three SSF
projects, Greenhill Villa, Terrace Concerto and Mount Verdant,
scheduled to be completed in the next two to three years. These will be
followed by Dedicated Rehousing Estates at Pak Wo Road in Fanling
and Hung Ping Road in Hung Shui Kiu.

Net proceeds from property sales help to maintain the Housing
Society's redevelopment capability. While construction costs remain
high, we are faced with pricing pressures to meet the affordability of
eligible applicants, given elevated property prices in recent years. To
this end, we are very cautious on costs and have implemented a variety
of measures to ensure that our projects are designed and constructed
in a cost-effective manner, in order to match the expectations of our
customers.

Property Leasing and Management

The Housing Society has more than 32,000 rental units in 20 estates,
accommodating around 85,000 tenants at discounted market rents. We
also provide around 130,000m? of rentable commercial space and some
9,300 car-parking spaces in our estates and managed properties.

In 2010, the Housing Society acquired a commercial building at 1063
King's Road for office use and leased out office floors for long-term
investment income. The commercial portfolio is operated on prudent
commercial principles with rents based on market value.

Today, the Housing Society has seven rental estates that are more than
50 years old. Historically, we have been able to maintain a surplus
operation for our domestic and commercial portfolios. However, the
domestic operation started to turn into deficit as the rental income we
received was not sufficient to cover the recurrent costs of maintenance
and improvement works for our ageing estates.

The financial burden to redevelop our ageing rental estates is
enormous. Based on the latest forecast, we estimate that we need to
spend around HKS61 billion to redevelop six of our oldest rental estates.
As the construction cost for redevelopment is unlikely to be fully
recovered from future rental income, we may need to write down part
of the carrying value of these investment properties as we redevelop
our estates. Currently, the redevelopment of Ming Wah Dai Ha is well
underway and an impairment provision has already been recognised in
the financial statements.
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Net Assets Distribution Projects under Planning and Committed Projects
FEEDM HaPREERENER
Year HKSbillion as at 31 March 2018 HKSbillion
Fp BB HET BE-T—)\F=A=1+—Hi1t BT ET
9.8 27 29.8
101 21 26.3
T ey 385
Amount Authorised
99 3.8 216 3 1 .4 but not Contracted
1 ) 353 Total # SRR
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T e d 340
90 43 190
T ) 303
‘ Rental Properties Projects THH :
ﬁfﬁ%% . On Elderly Housing Project
‘ Properties for Sale —ERERERA
ﬁ%%% - Three Rental Estate
Redevelopment Projects
Financial Assets and Others —fEHHEREEERER
B EE R EAD,

The biggest challenge in redeveloping our rental estates is to secure a

suitable re-housing site. After years of planning, this year we will secure
the land grant for a development site at Shek Pai Wan Road so that we
can kick-start the redevelopment of Yue Kwong Chuen.

We will gradually redevelop our ageing estates through a well-planned
programme to ensure adequate resources are allocated. To enhance
our redevelopment capability, we will continue to adopt our current
approach to provide SSF under the redevelopment model. As a not-for-
profit organisation operating on self-financing principles, the Housing
Society will remain prudent in undertaking any new housing or estate
redevelopment projects.

 Financial Management M# &2

as at 31 March 2018
HE_T-/\F=A=+—Hit
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Projects under Planning
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Financial Statements
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Investment Portfolio

REHBE

HKSbillion
BETET

as at 31 March 2018
HE-_T/\F=A=+—HIt

Funding Strategy
H R R

P 17.3(54%)
Rl Long Term

AREAEPNERBRRRHES

P 6.1(19%)
FH#] Medium Term

32.0

Total #22%
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Investment

Investment markets surprised most investors in the past 12 months. The
financial year commenced amidst surprise and euphoria, in some sectors,
associated with the result of the 2016 U.S. election. The excitement was
then dampened by the sudden and unexpected stance that the new U.S.
President adopted. Markets were further overshadowed by the long-
awaited U.S. Federal Reserve decisions to start raising interest rates as well
as make a change in its leadership. Despite all these factors, the year
turned out to be one of the best in terms of returns. The U.S. market
advanced by more than 20% in 2017 and 12% in the last financial year,
marking one of the strongest years since the global financial crisis. As a
result, most equity markets also had a very strong year.

In Europe, economic conditions continued to improve. Nevertheless,
Brexit negotiations continued to exert a negative influence on
sentiments in its equity markets. The Euro also showed a strong
recovery versus the U.S. dollar.

In Asia, investment environment worsened just before the end of the
financial year due to disputes regarding trade imbalances between
China and the U.S. In Korea, geopolitical conditions tightened as North
Korea continued with its missile test program.

Hong Kong Housing Society Annual Report 2017/18
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During the year, we conducted a review on the performance of three of
our fund managers. The Investment Committee decided to retire two
equity managers and renew the contract of the third manager. In view
of the rising interest rate environment, the Investment Committee also
proposed to the Executive Committee to appoint an unconstrained
bond fund manager to the Medium-term portfolio. An allocation of
HK$500million was made to this mandate. The recommendation was
adopted by the Executive Committee and the new fund manager was
appointed in October 2017.

As mentioned above, our investment portfolios achieved strong
investment returns. The returns of our various portfolios are
summarised as follows:

The Long-term portfolio is to fund the redevelopment of our rental
estates. As the objective is to catch up with Hong Kong's construction
cost inflation, the portfolio is fairly diversified and biased towards
equity. For the year ended 31 March 2018, it recorded a gain of 20.86%,
outperforming the benchmark by 2.03%.

The Medium-term Portfolio is used to fund the development of
subsidised sale flats projects. The portfolio strategy is relatively low-risk
and biased towards fixed income. For the year ended 31 March 2018, it
recorded a gain of 8.58%, outperforming the benchmark by 0.47%.

The objective of the Short-term Portfolio is to preserve capital and to
ensure liquidity, so we continue to manage it prudently by placing
surplus cash into fixed deposits with maturity of no more than six
months. For the year ended 31 March 2018, the Short-term Portfolio
achieved a return of 1.36%, outperforming the benchmark by 0.41%.

As of 31 March 2018, the Housing Society was managing 1,384 loans
granted under various loan schemes. During the year, 25 loans were
granted to borrowers under the Integrated Building Maintenance
Assistance Scheme. 238 borrowers had fully redeemed or partially
repaid their loans, while legal proceedings were instigated against 14
default borrowers.
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Incorporation

Hong Kong Housing Society was established in 1948 and incorporated
in 1951 under the Hong Kong Housing Society Incorporation Ordinance
(Cap 1059). It is an independent, not-for-profit organisation governed
by its members.

The Housing Society is committed to maintaining high standards of
corporate governance and recognises that good corporate governance
is crucial for its business sustainability in the ever changing
environment. Transparency and the pursuit of best practices are the
cornerstones of this commitment.

Two-tier Board Structure

The Housing Society's Two-tier Board comprises a Supervisory Board
and an Executive Committee. This corporate governance model
separates the roles of oversight and management of operations. In
particular, the Supervisory Board determines the mission, vision, core
values and guiding principles of the Housing Society; the Executive
Committee sets the strategies and policies to achieve the mission and
objectives; and the Management is accountable for the implementation
of the strategies in the business operations.

The Nominating Committee and the Audit Committee support the
Supervisory Board in the areas of membership nomination and
admission; and financial reporting and internal control respectively. The
Remuneration Committee supports the Executive Committee in the
areas of overall compensation strategy and the appointment and
remuneration of top management executives. Special committee or
task force may also be established by the Executive Committee as and
when necessary to advise on specific business areas. Having various
committees to support the key Board functions increases the Board's
efficiency, enhances the Board's focus on high-impact issues, leverages
specific skills contained within the Housing Society membership, and
deepens members’ commitment.
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Strategic Planning

The Housing Society adopts a rigorous and continuous strategic
planning process. A brainstorming session on the strategic business
focuses and long-term development is held each calendar year. In
addition to members of the Supervisory Board and the Executive
Committee, all other members are invited to join the brainstorming
session to share their thoughts on various strategic initiatives and
express their views on the Housing Society’s roles, priorities and long-
term development. Members' views are taken into consideration in the
formulation of the corporate business plan. The brainstorming session
for the year was held on 6 December 2017, and was attended by 55
members and senior management staff.

Information and Support

The Management submits an annual corporate business plan to the
Executive Committee for its approval. Progress is monitored and
evaluated through key performance indicators. The Supervisory Board
and the Executive Committee also receive quarterly reports and
monthly reports from the Management respectively on the financial
performance and the key events and management decisions. Major
decisions beyond the agreed Management thresholds are submitted to
the Executive Committee for approval.

A schedule for Board and Committee meetings is prepared for each
calendar year. Standing agenda items are set to ensure that matters
relating to corporate strategy, corporate performance management,
finance, risk management and internal control, admission of members
and Board and Committee membership composition are discussed
during the meetings at appropriate intervals during the year.

To help our members keep abreast of current trends and issues facing
the Housing Society, various business activities, such as study tour on
elderly housing models and care practices, visits to the mock-up elderly
unit at “Smart Living@Science Park — Ageing in Place” exhibition at
Hong Kong Science and Technology Park and the “Mind-Friendly Home
Exploration Centre” at Prosperous Garden, were arranged during the
year to update and refresh their knowledge necessary for the
performance of their duties and obligations. In addition, our corporate
newsletter, “Housing Society Today”, is issued to members periodically
to keep them updated on the business development of the Housing
Society.
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Induction of New Board and Committee Members

A tailored orientation pack will be provided to newly-elected
Supervisory Board members and newly-appointed Committee
members. This orientation pack contains information on the
governance structure and strategic business focuses of the Housing
Society, terms of reference of the Supervisory Board, Executive
Committee and other Committees, as well as recent discussion papers
on major businesses. Induction meetings for new Board and Committee
members with the Chief Executive Officer and Executive Director, and
other Directors are also arranged for receiving information on the
business operations and the latest developments of the Housing
Society.

The Housing Society holds an annual general meeting (AGM) in every
calendar year, during which the Chairman will give a brief account on
the businesses of the preceding year. The 2017 AGM, which was held
on 5 September 2017 at the Hong Kong Convention and Exhibition
Centre, was attended by 55 members. At the 2017 AGM, the Chairman
reported the achievements of the Housing Society in 2016/17. Key
business resolved included receiving the audited financial statements
and auditor’s report for the period from 1 April 2016 to 31 March 2017
as well as the annual report for the year ended 31 March 2017
appointment of auditor for the financial year 2017/18, and election of
Supervisory Board members.

The Housing Society established an Enterprise Risk Management (ERM)
framework in 2006/07. With assistance by our consultant, the framework
has since been developed and refined over the years, particularly with
regard to the risk governance structure (risk identification, assessment,
monitoring and reporting).

With the ERM framework developed to an appropriate maturity level,
the Management internalised its maintenance role in 2012/13 and
conduct corporate-wide risk assessment on an annual basis. Risk
assessment results and enhancements to the ERM framework are
reported annually to the Audit Committee for review and to the
Executive Committee for information. The Audit Committee also reports
these results and enhancements to the Supervisory Board.

Hong Kong Housing Society Annual Report 2017/18
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During the financial year, three new members joined the Housing
Society, namely, Mr Dick Kwok Ngok-chung, Mr Ling Kar-kan

and Mr Conrad Fung Kwok-keung. Dr Fan Cheuk-hung passed away
and ceased to be a member on 5 August 2017.

The Housing Society had 136 members as at 31 March 2018, of whom
60 served on the Supervisory Board, the Executive Committee and the
various Committees and the Task Force. A full list of Housing Society
members is shown on pages 34 to 37. Profiles of our Supervisory Board
and Executive Committee members as well as our Directorate and
Senior Management Team are shown on pages 28 to 33 and pages 38
to 39.

The membership composition of the Supervisory Board and the
Executive Committee comprises a balanced mix of professionals,
business executives, and experts in community services and academia.
The diverse background of members ensures that the Two-tier Board
has the breadth and depth of skills and expertise required to steer the
development and the strategic directions of our businesses.

The term of office of members of the Supervisory Board, the Executive
Committee and the various Committees is normally three years ("year”
means the period between the two consecutive AGMs for the
calculation of terms of office). At least one-third of the existing
members of the Supervisory Board and the Executive Committee,
excluding the ex officio members and the Chief Executive Officer and
Executive Director of the Housing Society, must retire from office at
each AGM. This is to maintain a balance between continuity and the
introduction of new blood and to ensure that the Supervisory Board
and the Executive Committee have the calibre, skills and experience
required. The Chairman and the Vice-Chairman of the Supervisory Board
are not required to retire and will not be taken into account when
determining the number of members to retire during their three-year
terms of office.
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Supervisory Board

The Supervisory Board establishes the Housing Society's mission, vision,
core values and guiding principles, and oversees all nomination,
election and audit functions. The Supervisory Board appoints members
to the Executive Committee, the Audit Committee and the Nominating
Committee and is responsible for their performance. It also advises and
provides guidance to the Executive Committee on issues of stakeholder
interests, public relations and changes in the external environment.

As at 1 April 2017, the Supervisory Board had 24 members, including 19
elected members, four government officials as ex officio members,
namely, the Permanent Secretary for Transport and Housing (Housing),
Director of Lands, Director of Planning and Director of Buildings, as well
as the Chief Executive Officer and Executive Director. To recruit new
members and ensure a smooth succession process, a “two-year grace
period” requirement has been adopted since 2015 AGM. Accordingly, a
member who retires from the Supervisory Board after six or more
consecutive years of service will not be eligible for re-election for two
years until the second AGM following his/her retirement.

At the AGM held on 5 September 2017, six Supervisory Board members
retired, namely, Mr Chan Ka-kui, Mr Bosco Fung Chee-keung,

Ms Katherine Hung Siu-lin, Dr Tony Leung Ka-tung, Prof Kenneth Pang
Tsan-wing and Mr Robert Young Man-kim, fulfilling the one-third
retirement rule. Dr Tony Leung Ka-tung was not eligible to stand for
re-election to the Supervisory Board as he had already served for two
consecutive three-year terms. Mr Chan Ka-kui, Mr Bosco Fung Chee-
keung, Ms Katherine Hung Siu-lin, Prof Kenneth Pang Tsan-wing and
Mr Robert Young Man-kim stood for re-election and were successfully
re-elected to the Supervisory Board. The two other members elected to
the Supervisory Board were Ms Julia Lau Man-kwan and Dr Danny Wan
Tak-fai. The Supervisory Board consisted of 25 members as at 31 March
2018.
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During the year, five Supervisory Board meetings were held with an
overall attendance rate of 81 per cent. The Supervisory Board reviewed
the overall corporate strategic plan; the corporate business focuses for
2017/18; the consolidated views of the 2017 brainstorming session; and
the half-year reports submitted by the Audit Committee. It also received
from the Management a full year report for 2016/17; quarterly reports
on major events and management decisions; and papers on topical
issues, such as the implementation of the Rent Assistance Scheme and
the Well-off Tenants Policy and update on housing projects and new
initiatives. Based on the recommendations of the Nominating
Committee, the Supervisory Board approved the admission of three
new members to the Housing Society and appointed members to the
Executive Committee, the Audit Committee and the Nominating
Committee.

Executive Committee

The Executive Committee approves strategies proposed by the
Management, monitors Management performance and approves
recommendations made by the Remuneration Committee, Special
Committees and Task Force where appropriate as well as major
decisions beyond the Management thresholds. It also appoints
members to the Remuneration Committee, the Special Committees
and the Task Force.

There were 12 members on the Executive Committee as at 1 April 2017
comprising the Chairman and the Vice-Chairman of the Supervisory
Board, the Permanent Secretary for Transport and Housing (Housing)
serving as an ex officio member, the Chief Executive Officer and
Executive Director, and eight members appointed by the Supervisory
Board. At the AGM held on 5 September 2017, four members retired
from the Executive Committee, namely, Ms Serena Lau Sze-wan,

Mr Timothy Ma Kam-wah, Mr Mike Wong Chik-wing and Dr Kim Mak
Kin-wabh, fulfilling the one-third retirement rule. Ms Serena Lau Sze-wan
and Mr Timothy Ma Kam-wah completed their three-year terms of
office and opted for re-appointment to the Executive Committee.

Mr Mike Wong Chik-wing also completed his three-year term of office
but did not seek re-appointment, while Dr Kim Mak Kin-wah chose to
step down from the Executive Committee. At the Supervisory Board
meeting held immediately after the 2017 AGM, Ms Serena Lau Sze-wan
and Mr Timothy Ma Kam-wah were re-appointed and one other
member, namely, Mr Wilfred Wong Kam-pui, was appointed to the
Executive Committee for a three-year term of office. At the Supervisory
Board Meeting held on 9 November 2017, Mr Ling Kar-kan was
appointed as an Executive Committee member for a three-year term of
office with effect from 22 January 2018 up to the 2020 AGM. The
Executive Committee comprised 12 members as at 31 March 2018

FRN ESEHABTARGE  BELE
EEBOZNtT— E=gFRTEER
ERMEHE Tt/ \EEHNEE
BEZ —TLtFERENEAEAR
BRZECRIMNEFERS  TEE

ERER TN/ —tFERINEFR
& AHEEEERERBRENZTERS
MERXME wmlASEDAE] RIEF
HE]NERBEIARBEEE RFHEH
BHER EESEMELEEENHE
IRTZZHEZENARH - EEENE
ETHTZEES  BERZEGRIEEZEE
EHKE °

S

o

R EEMTEEREANK
FW%E&%M%M?E@ %
MEENEAZXWEZ  WERH
F%%M%miﬁﬁm WITERR
BEZEHFMEZES RKHZES®
b@mﬂg°

o0

T &f Hﬂ]w W pL i

i 1 ¥

HE-Z—+HFMB—HB ATZE8#
BE+-EKE BREEFENIFENREE
B hERkEEREENER(EE)H
ENERZER TTHAHFATEHRER
NEZHEZEEZAENKE -R_T—LtF
NARBRTNEAFZEAEER 0%
KEREHNTZES  BREIASERL
EHELLE FERLEREZERL
MEaT=nzHERENRKRE - BIFHE
HEREHRELEETRK=_FEH WEE
BERTZES ZEKEENTK=F
EH - EFSIGEME - MEREBHLREE
BRENTZES R_T—LtFAFZH
EREERTNEFEER L IFHE
HEREHRELLEBRZER/NITZES
KB ZEEHRMELETERENMART
ZBg IHARA=F R_T—tF+—
ANBRTNESFEER L 2EYLE
BZERBTZEERE  THR=F"
H-E2-N\E—-A-+-HARE_Z_%
FRAFZERGRL -BE_T-NF=
A=t—B #7Z8gefhA+_RKE -

EEBEBG017/1I8FEFR

105



CORPORATE SUSTAINABILITY (R 5B R

During the year, the Executive Committee held 12 meetings with an
overall attendance rate of 85 per cent. The key areas of review of the
Executive Committee included the corporate performance for 2016/17
the corporate performance measures for 2017/18; the audited financial
statements for the year ended 31 March 2017; the corporate business
plan and consolidated budget for 2018/19; and salary adjustment
based on the recommendation of the Remuneration Committee. The
Executive Committee also deliberated a number of housing projects
under planning and development and reviewed the members’ Code of
Conduct, the implementation of Well-off Tenants Policy and Rent
Assistance Scheme; rent adjustment for domestic rental estates; as well
as housing-related researches and studies. The Executive Committee
also received from the Management an annual risk assessment report
on strategic risks and operational risks. Based on the recommendations
of the Special Committee on Investment, the Executive Committee
approved the asset allocation and appointment of professional fund
managers for the investment portfolios. The Executive Committee
based on the recommendations of the Nominating Committee
appointed members to the Remuneration Committee. The Executive
Committee also appointed members to the Special Committee on
Investment, the Special Committee on Elderly Housing and the Task
Force on Design and Construction.

Non-ex officio members of the Executive Committee received an
honorarium in recognition of their level of accountability and time
commitment in committee work. These emoluments are set by the
Supervisory Board with current levels being effective since

29 September 2016. The Chairman and the Vice-Chairman are entitled
to HK$36,000 and HK$18,000 per month respectively, while HK$9,000
per month is offered to each of the other non-ex officio members. As at
31 March 2018, four out of the ten non-ex officio Executive Committee
members had opted not to receive these emoluments.
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Audit Committee

The Audit Committee acts on behalf of the Supervisory Board to
oversee the Housing Society’s internal and external audits and financial
reporting. It also monitors the internal control systems, risk
management system, overall ethical standards and compliance with
applicable laws.

As at 1 April 2017, the Audit Committee had 12 members, all of whom
were non-management members of the Housing Society. The
Chairman and the Vice-Chairman of the Supervisory Board and the
chairmen of the other Committees were not eligible to be members of
the Audit Committee. At the AGM held on 5 September 2017, Mr Simon
Cheung and Mr Kyran Sze retired from the Audit Committee after
completing their three-year terms of office and opted for re-
appointment to the Audit Committee. In addition, Mr Bernard Mak
Siu-cheung chose to step down from the Audit Committee. At the
Supervisory Board meeting held immediately after the 2017 AGM,

Mr Simon Cheung and Mr Kyran Sze were re-appointed; and Mr Dick
Kwok Ngok-chung and Dr Tony Leung Ka-tung were appointed to the
Audit Committee for a three-year term of office. The Audit Committee
consisted of 13 members as at 31 March 2018.

During the year, the Audit Committee held four meetings with an
overall attendance rate of 68 per cent. Key work done relating to
financial reporting and audit included the review of the nature and
scope of the audit, the new and revised accounting standards, the
results of the audit and the audited annual financial statements for the
approval of the Executive Committee. A private session with the
external auditor without the presence of the Management was held.
The Audit Committee also made recommendation to the Supervisory
Board on the appointment of external auditor for approval by the
members at the 2017 AGM.
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In respect of compliance, internal control and risk management, the
Audit Committee approved the annual internal audit plan and reviewed
its implementation status. It also reviewed 10 internal audit reports and
the implementation of the agreed management actions. The Audit
Committee also reviewed a number of other reports, including the
enterprise risk management framework and the annual risk assessment
update report, the technical audit report, an ad-hoc report on use of
mediation for dispute resolution, and the corruption prevention
advisory reports from the Corruption Prevention Department of the
Independent Commission Against Corruption. The Audit Committee
submitted reports on the overall adequacy and effectiveness of the
compliance, ethical standards, risk management and internal control
systems through the work of the internal and external assurance
providers to the Supervisory Board on a half-yearly basis.

Nominating Committee

The Nominating Committee acts on behalf of the Supervisory Board
and oversees the Housing Society’s membership nomination and
election processes, as well as admission of new members to the
Housing Society. It is dedicated to ensuring that the Housing Society
membership consists of a balanced mix of skills and professional
background.

There were seven members on the Nominating Committee as at 1 April
2017, comprising the Chairman and the Vice-Chairman of the
Supervisory Board, the Permanent Secretary for Transport and Housing
(Housing) serving as an ex officio member, the Chief Executive Officer
and Executive Director, the immediate past Chairman of the Supervisory
Board, and two other members of the Supervisory Board. At the AGM
held on 5 September 2017, Dr Tony Leung Ka-tung and Prof Kenneth
Pang Tsan-wing retired from the Nominating Committee after
completing their three-year terms of office. As Dr Tony Leung Ka-tung
was required to step down from the Supervisory Board after serving
two consecutive three-year terms at the 2017 AGM, he would not be
eligible to stand for re-appointment to the Nominating Committee. At
the Supervisory Board meeting held immediately after the 2017 AGM,
Prof Kenneth Pang Tsan-wing was re-appointed and Mr Chan Ka-kui
was appointed to the Nominating Committee for a three-year term of
office following their successful re-election to the Supervisory Board at
the 2017 AGM. The Nominating Committee consisted of seven
members as at 31 March 2018.
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During the year, the Nominating Committee held one meeting with an
attendance rate of 71 per cent. The Nominating Committee
recommended three candidates for admission as Housing Society
members, namely, Mr Dick Kwok Ngok-chung, Mr Ling Kar-kan and

Mr Conrad Fung Kwok-keung, and the recommendations were
approved by the Supervisory Board. The Nominating Committee also
made recommendations on the membership rotation and retirement
of the Supervisory Board, the Executive Committee, and the various
Committees.

Remuneration Committee

The Remuneration Committee acts on behalf of the Executive
Committee and oversees the Housing Society's overall compensation
strategy and the performance and remuneration of top management
executives. The Remuneration Committee also oversees succession
planning for the Chief Executive Officer and Executive Director and
other top management executives.

There were six members on the Remuneration Committee as at 1 April
2017. Al members of the Remuneration Committee were non-
management members of the Housing Society. At the AGM held on

5 September 2017, Mr William Chau Chun-wing stepped down from the
Remuneration Committee after serving six consecutive years, and he
was not eligible for re-appointment. Mr Alvin Mak Wing-sum was
appointed to the Remuneration Committee for a three-year term of
office at the Executive Committee meeting held on 20 July 2017. The
Remuneration Committee consisted of six members as at 31 March
2018.

The Remuneration Committee held two meetings during the financial
year with an overall attendance rate of 75 per cent. Key areas of review
in the year included the remuneration policy and annual salary review,
compensation for the Chief Executive Officer and Executive Director
and the top management executives with recommendations made for
approval by the Executive Committee. In addition, a special review on
the grading and salary structure for the directorate executives had been
conducted with recommendations made for approval by the Executive
Committee.

FR REZBEHTT -REFH
ERBENZET - - REZBEHEET =
BANERSBEREE  ERDE
BEL)MAKRREHEZE  EHEHEE
FElE - RERZBENAEFTE  H1T
ZEERRZEENENREREFLRE

2
A °

FMEEE
FMEEERRATEZECEESHNE
REHRRE LS EEEABNKRE LM -
FMEEENARERITRERFRANITE
BENHEMSEERABNEELH -

BE_Z—+FMOA—H HFHZEH
BEREKE 2O REHNIEEREK
B-RZFT—LtFNARBRTNEFZ
BRgL BEKELRACDEBE FEE

FHEZESREMEE BETEERBE
ZfF - BARKREENRZTE—LFLA=Z+
FETHHNTEZESSH LEZETNMAS
WEEg FH=F -B=2_F—\F=
A=1t—B #FMZBEEHEEKE -

FHERENAMBEERABITMAEHR
EREFERASZETA -FANTE
THEREREFHERERETFEF SR
A TTRARRATARERSEEEA
BoEH YRXEHEEZHNTZEAS
EH oI HFMEZRE MM ERITH
ABH BN FIMREETE R - X
RERXEMREHATRESEM -

EEBEBG017/1I8FEFR

109



110

CORPORATE SUSTAINABILITY (R 5B R

Special Committee on Investment

The role of the Special Committee on Investment is to establish
investment objectives and strategies for the Housing Society's
investments. It reviews the performance of professional fund managers
and considers the asset allocations and the appointment of professional
fund managers and custodian bank for the Executive Committee’s
approval.

The Special Committee on Investment had seven members as at 1 April
2017. At the Executive Committee meeting held on 20 July 2017,

Mr Stanley Wong Yuen-fai was appointed to the Special Committee on
Investment for a one-year term of office to align with the tenure expiry
of this Special Committee in 2018. There were eight members on the
Special Committee on Investment as at 31 March 2018.

During the year, the Special Committee on Investment held three
meetings with an overall attendance rate of 88 per cent. In addition to
monitoring the performance of our fund managers, the Special
Committee on Investment also reviewed the contracts of three fund
managers and the appointment of a new fixed income manager for the
Executive Committee’s approval.

Special Committee on Elderly Housing

The Special Committee on Elderly Housing was set up by the Executive
Committee in 2008 to give guidance and review the Management’s
proposals in respect of the various elderly housing initiatives of the
Housing Society. These included the planning, schematic design,
financial feasibility and operational model of the proposed elderly
housing projects to be undertaken by the Housing Society.

There were 12 members on the Special Committee on Elderly Housing
asat 1 April 2017. At the AGM held on 5 September 2017, Dr Lam
Ching-choi, having completed his one-year term of office, retired from
both the chairmanship and membership of this Special Committee and
did not seek re-appointment. At the Executive Committee meeting
held on 20 July 2017, Mr Timothy Ma Kam-wah and Dr Danny Wan
Tak-fai were appointed to this Special Committee for a one-year term of
office to align with the tenure expiry of this Special Committee in 2018.
Mr Timothy Ma Kam-wah also served as the Chairman of this Special
Committee after he was re-appointed to the Executive Committee by
the Supervisory Board on 5 September 2017. Mrs Peter Choy Pun
Siu-fun resigned from this Special Committee as from 3 October 2017.
Mr Victor Chan Hin-fu was appointed to this Special Committee for a
one-year term of office up to the 2018 AGM at the Executive Committee
meeting held on 23 November 2017. The Special Committee on Elderly
Housing comprised 13 members (including two ex officio members,
namely, the Chairman of the Housing Society and the Chief Executive
Officer and Executive Director) as at 31 March 2018
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During the year, the Special Committee on Elderly Housing held three
meetings with an overall attendance rate of 65 per cent. It reviewed the
operations of The Tanner Hill elderly housing project and monitored
the studies conducted by The University of Hong Kong on various
elderly-related projects and schemes including the Ageing-In-Place
Scheme, Elderly Resources Centre, Senior Citizen Residences Scheme
and The Tanner Hill. Results of the studies will be shared with major
elderly policy-makers and stakeholders of Hong Kong.

Task Force on Design and Construction

The Task Force on Design and Construction assists the Executive
Committee in monitoring the time, quality and cost of major
development projects.

The Task Force on Design and Construction had nine members as at

1 April 2017. Mr Alex Lui Chun-wan retired from the Task Force at the
AGM held on 5 September 2017 and he was not eligible for
re-appointment after serving six consecutive years, while all other
members were willing to continue serving on the Task Force. The Task
Force consisted of eight members as at 31 March 2018.

During the year, the Task Force on Design and Construction held three
meetings with an overall attendance rate of 79 per cent. The Task Force
reviewed the schematic designs of two projects under planning,
namely the SEN project at Lee Kung Street, Hung Hom and the Public
Rental Housing project at Shek Pai Wan Road, Aberdeen, as well as the
progress and quality of a Subsidised Sale Flats project, Greenhill Villa, at
Sha Tin. It also deliberated on the latest development of construction
technologies of Modular Integrated Construction, flexible housing
design, adaptable universal design as well as information technology
application on construction management and energy efficient
provisions. Members of the Task Force visited the precast facade factory
for the Greenhill Villa project, the show flats and sales office for Mount
Verdant and Terrace Concerto, as well as the Greenhill Villa construction
site and inspected the hand-over quality of the show flats as well as the
“total-precast approach” adopted.

FR REFEFINZEGHBTZRE
& BREAFEXRBOZATH - RERE
ERNNEZEERET [Bii] REFEHRB
MEELRERBEAERBEREERE KAt
EPETTHME  BREILSEMIERLE
HEEHEREREERTL] [RER
BRI EEFER SN - MEERBERMH
TEATENZEEHERREBEFNE

28] -

HEHRARERIEER/E
HERGARBEETIREAENABEHHH
TZEEEFANERBENEE EHX
R BRAFER] o

HE-ZT—+FNUA—H BERLE
ETRIER/NEABNAERKE -R-F—+
FAARBRTNAFZEAGER &
BEAEREHEE NG ABEEERF
BEESENEKE  MTEERBEZET
MEMKESREEETERENE BEZ
Z-NF=ZA=+—8 ZEPEAXAN

FA-RERAREETIRERENAHRAS
T=R&% ERBUEXRESZET L
BEE/NERETMERSTEE (AARF
THOIRELELI BB RBBFOE
BOAKEHEFERR) OBARRT - UK
DHE&IEHE | EHHEFEBEREN IR
EEMEFTER - ol ATrZERM 4
RAK|BEDE  BEFER  AER
ETOA R IR TR AR SR 1B Rk BB R M a7 T
REMMEETEZ FENEKEZ2E
TR faHEsE PR B SUETRRA A TR -
[REE | M [RSE| O RBELMEZR
AR TR 16 FESE | SR AR - WRE TR
BEMNEERLMRIN [ 2EEATE
SRS -

EEBEBG017/1I8FEFR

111



112

CORPORATE SUSTAINABILITY (R 5B R

A Members' Luncheon was held with Jasper
Tsang, Former President of the Legislative Council,
sharing his views on Hong Kong's political
situation and outlook.
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Members of the Task Force on Design and Construction visited factory in
mainland China to understand the production process of prefabricated
components used in Greenhill Villa and to ensure quality standards.
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Members of the Executive
Committee visited W
the facilities of MTR N
Corporation to understand
its management model. ‘\]
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At Annual Dinner 2017, Long Service
Awards for Board and Committee
Members were presented to nine
Members.
REE—+FRAFBRE HNAEE
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Members of the Executive Committee visited Japan
to learn about technological applications in elderly-
care services.
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Members attended
the 65" Annual
General Meeting
of the Housing
Society.
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Members of the Supervisory Board and the Executive Committee visited a A brainstorming session was held for Members to help

mock-up elderly unit at “Smart Living@Science Park — Ageing in Place”. chart the strategic direction of the Housing Society.
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Members participated in the opening i
ceremony of the MIND-friendly Home 7
Exploration Centre. T : TR e\
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The Executive Committee hosted a spring
dinner for the officials of the Transport and
Housing Bureau and the Development Bureau.
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Members attended the 13" Hong Kong Housing

Members of the Executive Committee met with the Chief Executive of the Hong ol A Presenition Ceemeny

Kong Special Administrative Region Mrs Carrie Lam to discuss housing issues. ZELERET=EEEREHERHZSS
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Risk management is an integral part of the Housing Society’s strategic
planning, business development and monitoring processes. Its
integration into our business planning process and daily operations
enables the Management to make risk-informed decisions and also
provides better assurances to achieve our long-term corporate goals.

The Housing Society has adopted an Enterprise Risk Management (ERM)
framework as a tool to proactively identify and manage strategic and
operational risks relating to the organisation. Under this framework, we
have established a risk governance structure and defined the risk
management processes.

At the Housing Society, a tiered structure in risk governance allows for
clearly-defined roles and responsibilities for each party under the
established governance structure.

Risk management at the Housing Society has board-level commitment
and oversight. Our Audit Committee reports to the Supervisory Board
and is responsible for monitoring the Society’s internal control system,
including risk management, overall ethical standards and compliance
with applicable regulations. Internal and external auditors also refer to
this risk management system to determine required assessments and
reviews, which ultimately complement the overall control environment.

The Risk Management Committee, which comprises the Chief Executive
Officer and Executive Director, Directors and senior managers, has
overall accountability for monitoring the Housing Society's key risks and
ensuring the effectiveness of risk management processes. At the
operational level, all our employees are responsible for identifying,
managing and reporting operational risks in their own functions.
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Risk management processes are also embedded within our business
processes and systems to ensure that our responses remain current and
dynamic. During the business planning cycle, the Management assesses
the risks in achieving our strategic objectives and incorporates relevant
mitigating and control measures that are subsequently monitored. In
2017/18, operational reviews were conducted for different businesses,
while critical issues with substantial impact on the Housing Society
were reported to the Executive Committee and Audit Committee in a
timely manner.

Once a year, the Management conducts an organisation-wide
assessment of the Housing Society’s overall risk exposure across
different business processes, reviewing strategic and operational risks
and updating respective controls to reflect the current business
environment. The risk assessment results are captured in a Corporate
Risk Register, with the findings reported to both the Executive
Committee and Audit Committee. In 2017/18, the Management also
engaged a consultant to perform an assurance review on our current
ERM framework and capabilities. It concluded that the framework was
both effective and adequate, while the Management had demonstrated
ownership and competency in maintaining it.

Business continuity drills are also performed periodically to ensure that
the Housing Society's Business Continuity Plan (BCP) is effective and
that critical services can be delivered during emergency or crisis
situations. The BCP covers certain critical processes, alternate office
arrangements and activation procedures, an IT disaster recovery process
as well as the resumption of office procedures. This year, an alternative
office drill was conducted and the BCP was tested and found to be
functioning smoothly.

The Housing Society is exposed to strategic risks in the pursuit of its
corporate objectives. For balanced and systematic risk management
covering stakeholders and capabilities, we have defined strategic risks
in four perspectives: Customers, Government & Community, Corporate
Governance & Process and Resources.
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Operational risks impact the effectiveness of our daily operations and
we have classified eleven risks that would substantially impact our
corporate operating performance. To handle them most effectively, we
subsequently defined risk mitigating measures and captured Key Risk
Indicators on a regular basis for risk monitoring. These included
measures to ensure that our housing products and related services are
financially viable and delivered according to the expectations of our
various stakeholders. Measures were also defined to monitor the cost,
progress, quality and safety standards of all the housing projects under
development.

As the Housing Society operates on a self-financing principle, we have
put in place a process to closely monitor the financial performance of
our securities investments under an established investment framework,
while also ensuring there are sufficient funds for projects in the
development pipeline. Mitigating measures are also defined and
monitored regularly to address operational risks related to other
business processes including information technology, human resources,
corporate communications and corporate services.

Property Sales

With elevated property prices in recent years, our target customers for
Subsidised Sale Flats (SSF) may not be able to afford them, even at
discounted prices. To mitigate this risk, the Management will continue
to review the SSF design framework to match customers’ requirements
while maintaining an overall sustainable SSF model.

Property Leasing and Management

To ensure the effective and fair allocation of scarce subsidised housing
resources, later this year the Housing Society will introduce the Well-off
Tenants Policy (WTP). As the affected target customers are from low-
income groups, the Management will carefully monitor the
implementation of the WTP to ensure a smooth roll-out.

Redevelopment of Rental Estates

Today we have seven rental estates that are more than 50 years old. Our
long-term commitment to redevelop our ageing estates is a heavy
burden on our financial reserves. The challenges of identifying re-
housing sites, our tenants’ expectations of in-situ re-housing, as well as
the prolonged statutory planning process, all have significant
implications on the financial viability of our redevelopment projects.
The Management will continue to explore ways to enhance the viability
of the estate redevelopment model in order to maintain our long-term
financial sustainability.
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Risk Governance
BRRER

Enterprise Risk
Balancing of Risk

and Control Management
B BRFN BE 4 2 RO 18 Framework

Risk Monitoring
and Reporting
E B EM RS

Social Projects

The Housing Society has agreed to undertake a study to assess the
ecological value and development feasibility of two sites on the
periphery of country parks. This has attracted considerable public
attention and the reputation of the Housing Society could be at risk if
this study is not conducted in an objective manner. To mitigate this risk,
the Management has engaged external advisors nominated by local
universities to offer advice on ecological matters, while an open and
transparent public engagement process will also be implemented to
ensure that stakeholders and the wider community are consulted.

Risk assessment and monitoring have been embedded in the Housing
Society’s management process. The Management will continue to
review and enhance the ERM framework by referring to insights on
leading practices, taking into account our operational environments
and overall risk appetite.

Housing Society
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 Enterprise Risk Management & X RREE

Risk Assessment
B BRET

Risk Quantification
and Aggregation
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Staff Development and Information Technology

STIRRREFAR

Headcount by Division

BEFIET AR

as at 31 March 2018
HE-_T—/\F=A=+—Hit

No. of Staff
BIHA

P 980 (77.8%)
Property Management
Division
bIESL

P 137 (10.9%)
Corporate Planning
and Finance Division

BB BT 5
W 66 (5.2%)

Development and
Marketing Division
ESIEYS GRS e

1,259

Total #22¢

Once again, in 2017/18 we invested substantially in both staff
development and our IT infrastructure, two areas that are critical to
ensuring our long-term growth and ability to continue to serve the
community.

As at the end of March 2018, the Housing Society’s total headcount was
1,259. The annualised turnover rate was 19.64%, a figure below that of
the property management sector in general (20% as reported by
Human Resources consultants).

Developing a Professional Team
Learning and Development

During the review period, the Housing Society achieved an average of
2.51 training days per staff member. These covered a broad range of
topics from supervisory management, personal effectiveness and soft
skills, to enrichment of professional and technical knowledge.

As an important element of long-term management succession, the
focus in previous years included talent identification, the development
and strengthening of management competencies such as strategic
thinking and empowerment, as well as corporate governance training.
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 Staff Development and Information Technology & T3 Rk & &%

A “Code on Access to Information” talk is organised for staff for
the first time to increase their understanding on the ordinance.

Workshop sessions are held on a regular basis to
uphold staff integrity and professional ethics.

RETERTEY BIHEREERT -

Staff Integrity and Professional Ethics

At the Housing Society we attach great importance to the integrity and
professional ethics of our employees. We regularly arrange for
representatives from the Independent Commission Against Corruption,
the Office of the Privacy Commissioner for Personal Data and the Equal
Opportunities Commission to deliver talks on legislation pertaining to
anti-corruption, personal data and equal opportunities.

Besides enhancing our staff members’ knowledge across these areas,
these talks also give them clear guidance regarding how to uphold
honesty, fairness and professional ethics while carrying out their duties.
In total, seven refresher workshop sessions were held during the year,
attended by around 470 managerial and general staff.

This year, for the first time a briefing session was held on the Code on
Access to Information with speakers from the Ombudsman and legal
professionals giving colleagues a better understanding of the related
application of the Code.

A policy briefing session entitled “People Management Programme for
Managers (Recruitment, Managing Performance and Disciplinary
Procedures, Compensation and Benefits)” was also held in March 2018.
Attended by 45 supervisory staff, it facilitated their understanding of
relevant ordinances, policies and procedures.
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Staff’s Years of Service

STARFSFHA

No. of Staff as at 31 March 2018
BIHA HE-_T—/\F=A=+—Hit

’

1,259

Total #8224

P 433 (34.4%)
Less than 3 years
LR=EF

P 182(14.5%)
3-5 years
=ERF

W 215 (17.0%)

5-10 years
hE+F

Promoting a Caring Culture

To continue to promote a caring culture and the wellness of staff and
their families within the Housing Society, this year we held a number of
work-life balance activities including health talks, seminars and field
trips. We were encouraged that a total of 680 staff members and their
families took part.

On the health front, our Human Resources Section partnered with the
Staff Recreation Club to organise a guided hiking tour in March. The
hike was attended by 48 staff and family members and promoted the
importance of work-life balance.

To raise awareness among our colleagues on health issues, a number of
informational talks were held on topics ranging from using
aromatherapy to de-stress, to relieving common pain symptoms and
controlling blood sugar, blood lipid and blood pressure. Our staff and
their families were also offered the chance to get flu shots by joining
the Flu Vaccination Programme, while health and nutrition tips were
also shared internally through an online health portal called "Health
Corner”.
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The Housing Society Scholarship / Bursary Award for Employees’

Work-Life
Balance Week
EENITETEN
16-20 OCT 17

1o

Certificate of Recagnition

Hong Kong Housing Society

Paricipasing Organisssion

The Housing Society has participated in Work-life
Balance Week, organised by Community Business,
for ten consecutive years.

FEihEE+ 2 HE [ BE ] 8 [EEFET
1EFEE]

Our care extends to the family members of our employees in other
ways. The Housing Society Scholarship and Bursary Scheme for
Employees’ Children was established in 2006 to encourage the pursuit
of academic studies by the next generation, namely the children of our
staff. In 2017/18, three awardees were presented with scholarships in
recognition of their outstanding performance while 42 others were
granted bursaries.

The Housing Society also participated in the “Family-Friendly Employers
Award Scheme” organised by The Family Council. The scheme focuses
on introducing and adopting family-friendly policies and practices
within an organisation to promote a family-friendly culture, improve
morale and retain staff.

It has been gratifying that we have also repeatedly been granted
awards over the past few years in recognition of our ongoing efforts to
nurture a more family-friendly staff culture and environment. These
have included awards for “Family-Friendly Employers” and one for
“Breastfeeding Support”.

Children has been in place for eleven years.
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| Elderly Resources Centre website receives the “Tripe Gold
W OK kK o# WO % W o W Award” in the Web Accessibility Recognition Scheme.
Family-Friendly I".mph\f‘l-r\ Award Scheme rE%iEﬁ)ﬁqﬂle ﬁﬁﬁ& F%Eﬁﬁ%@ﬁ%ﬂﬁf%ﬂj ‘:F'
| Spot i BR[=@aE] -
HFUREER

| Hong Kong Housing Society

k PR RN D TR
| PR, - 1A
is awarded this certificate in recognition of its being a
|| Family-Friendly Employer in two rounds of the
Family-Friendly Employers Award Scheme

The Housing Society
was recognised as
“Family-Friendly
Employer” by the
Family Council for two
consecutive years.
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An event that always brings much enjoyment is our Annual Dinner for
around 800 staff and members of the Board and Committees, held in
the year under review at the Hong Kong Convention and Exhibition
Centre on 5 September 2017. At the celebration, 129 staff members
were awarded Long Service Awards, including eight who had been
with the Housing Society for 30 years.

Information Technology Support

The Housing Society continues to promote effective stewardship of
information assets. In order to meet the ever-changing information
needs of our customers and staff, we provide secure, highly-reliable
technology infrastructure along with high quality, customer-oriented
services and support.

To improve both user experience and operational efficiency, during the
year a General Purchasing System was enhanced, together with a new
[tem Master Catalogue. The Financial Process Management System was
also enhanced to support financial policy revisions, while Building
Information Modeling was implemented for The Tanner Hill Residential
Care Homes for the Elderly to improve operational effectiveness. In
addition, the Subsidised Sale Flats (SSF) application systems were
revamped, together with an online registration system to support the
sales schemes of SSF projects, namely Mount Verdant and Terrace
Concerto.
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 Staff Development and Information Technology & T3 Rk & &%

Investment in Information Technology
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Network infrastructure was also upgraded in order to cope with our
increased business needs. In order to improve the quality of service and
generate cost savings, our data centre disaster recovery site was
relocated from Tseung Kwan O to Tsuen Wan. In order to refresh the
latest desktop technology, we also completed an impact analysis on a
Windows 10 upgrade, readying for deployment in 2018/19.

Cybersecurity has become a major concern of enterprises over the last
few years and we continuously review and strengthen the measures in
place to ensure that our information assets are well protected. In
addition to upgrading cybersecurity devices and software including our
firewall, Oracle Access Manager and endpoint security, we also
strengthened email security measures by deploying email Advanced
Persistent Threat protection, thereby protecting our users from unsafe
email attachments and expanding their protection against malicious
links.
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INDEPENDENT AUDITOR’S REPORT

BIAZHMREE

To the members of Hong Kong Housing Society
(Incorporated in Hong Kong under The Hong Kong Housing Society
Incorporation Ordinance)

Opinion

We have audited the financial statements of Hong Kong Housing Society
(the “Housing Society”) set out on pages 131 to 189, which comprise the
statement of financial position as at 31 March 2018, the statement of
comprehensive income, the statement of changes in net assets and the
statement of cash flows for the year then ended, and notes to the financial
statements, including a summary of significant accounting policies.

In our opinion, the financial statements give a true and fair view of the
financial position of the Housing Society as at 31 March 2018, and of its
financial performance and its cash flows for the year then ended in
accordance with Hong Kong Financial Reporting Standards (“HKFRSs")
issued by the Hong Kong Institute of Certified Public Accountants
("HKICPA").

Basis for opinion

We conducted our audit in accordance with Hong Kong Standards on
Auditing (“HKSAs") issued by the HKICPA. Our responsibilities under those
standards are further described in the Auditor’s responsibilities for the audit of
the financial statements section of our report. We are independent of the
Housing Society in accordance with the HKICPA’s Code of Ethics for
Professional Accountants (the “Code”), and we have fulfilled our other ethical
responsibilities in accordance with the Code. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.
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Key audit matters

Key audit matters are those matters that, in our professional judgement,
were of most significance in our audit of the financial statements of the
current period. These matters were addressed in the context of our audit of
the financial statements as a whole, and in forming our opinion thereon,
and we do not provide a separate opinion on these matters. For the matter
below, our description of how our audit addressed the matter is provided
in that context.

We have fulfilled the responsibilities described in the Auditor’s responsibilities
for the audit of the financial statements section of our report, including in
relation to these matters. Accordingly, our audit included the performance
of procedures designed to respond to our assessment of the risks of
material misstatement of the financial statements. The results of our audit
procedures, including the procedures performed to address the matter
below, provide the basis for our audit opinion on the accompanying
financial statements.

Impairment of investment properties

Included in the Housing Society’s investment properties are certain rental
estates and properties built on land granted by the government (the “Rental
Estates and Properties”). The aggregate net carrying value of the Rental
Estates and Properties was HK$5,667.3 million as at 31 March 2018 and they
are carried at cost less subsequent accumulated depreciation and

impairment losses.

At the end of the reporting period, management determined that an
indicator of impairment on the Rental Estates and Properties existed and
performed an impairment assessment. Their recoverable amounts were
estimated based on value-in-use calculation. The impairment assessment of
the Rental Estates and Properties is significant to our audit due to the
significant judgements and estimates involved in the determination of the
value-in-use calculation with respect to the cash flow projection based on
the financial budget approved by management.

Disclosures in relation to the investment properties are included in notes
24,3 and 12 to the financial statements.
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Key audit matters (ontinueq)
How our audit addressed the key audit matter

In evaluating management’s impairment assessment, we involved our
valuation specialists to assist us in evaluating the valuation methodology
and key parameters, including the discount rate, prepared by management
of the Housing Society. Our procedures also included assessment of the key
assumptions such as the budgeted rental price, growth rate and estimated
construction costs to complete based on our knowledge of the business
and development plan of the Housing Society.

We also assessed the adequacy of the related disclosures in the notes to the
financial statements.

Other matter

The financial statements of the Housing Society for the year ended 31
March 2017 were audited by another auditor who expressed an unmodified
opinion on those statements on 20 July 2017.

Other information included in the Annual
Report

The Executive Committee members are responsible for the other
information. The other information comprises the information included in
the Annual Report, other than the financial statements and our auditor’s

report thereon.

Our opinion on the financial statements does not cover the other
information and we do not express any form of assurance conclusion

thereon.

In connection with our audit of the financial statements, our responsibility
is to read the other information and, in doing so, consider whether the
other information is materially inconsistent with the financial statements or
our knowledge obtained in the audit or otherwise appears to be materially
misstated. If, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we are required
to report that fact. We have nothing to report in this regard.
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Responsibilities of the Executive Committee
members for the financial statements

The Executive Committee members are responsible for the preparation of
the financial statements that give a true and fair view in accordance with
HKFRSs issued by the HKICPA, and for such internal control as the Executive
Committee members determine is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due
to fraud or error.

In preparing the financial statements, the Executive Committee members
are responsible for assessing the Housing Society’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the Executive
Committee members either intend to liquidate the Housing Society or to
cease operations, or have no realistic alternative but to do so.

The Executive Committee members are assisted by the Audit Committee in
discharging their responsibility for overseeing the Housing Society’s
financial reporting process.

Auditor’s responsibilities for the audit of the
financial statements

Our objectives are to obtain reasonable assurance about whether the
financial statements as a whole are free from material misstatement,
whether due to fraud or error, and to issue an auditor’s report that includes
our opinion. This report is made solely to you, as a body, in accordance with
section 60 of the Constitution of the Hong Kong Housing Society, and for
no other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with HKSAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users
taken on the basis of these financial statements.
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Auditor’s responsibilities for the audit of the
financial statements (ontinueq)

As part of an audit in accordance with HKSAs, we exercise professional
judgement and maintain professional scepticism throughout the audit. We
also:

Identify and assess the risks of material misstatement of the financial
statements, whether due to fraud or error, design and perform audit
procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The
risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

Obtain an understanding of internal control relevant to the audit in
order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Housing Society's internal control.

Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures
made by the Executive Committee members.

Conclude on the appropriateness of the Executive Committee
members’ use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the
Housing Society’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify
our opinion. Our conclusions are based on the audit evidence
obtained up to the date of our auditor’s report. However, future
events or conditions may cause the Housing Society to cease to
continue as a going concern.

Evaluate the overall presentation, structure and content of the
financial statements, including the disclosures, and whether the
financial statements represent the underlying transactions and events
in a manner that achieves fair presentation.
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Auditor’s responsibilities for the audit of the
financial statements (ontinueq)

We communicate with the Audit Committee regarding, among other
matters, the planned scope and timing of the audit and significant audit
findings, including any significant deficiencies in internal control that we
identify during our audit.

We also provide the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence and
to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable,
related safeguards.

From the matters communicated with the Audit Committee, we determine
those matters that were of most significance in the audit of the financial
statements of the current period and are therefore the key audit matters.
We describe these matters in our auditor’s report unless law or regulation
precludes public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be communicated in
our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such
communication.

Ernst & Young
Certified Public Accountants

22/F CITIC Tower
1 Tim Mei Avenue

Central Hong Kong

19 July 2018

Hong Kong Housing Society Annual Report 2017/18

BB M ERRAENS
£

HMEEZEZEREBE TrENETHE -
BEZH EAEFERRE  2ERME
FEET AP R RIS PR B0 ) A (T Al 8 K BREA o

BPMEMNEXZEGRIEH  SHARM
ENEEARBLIENAEERERENR
WEMFEREIRAEMKARETE
BPBIENMEBEMEMEER AR
EERNBERT - HEOEERE -

HEEZZBERBNFRT - RIFIFEE
MLEFHARNPRBRENBAZ/EER
(R M B R B | AT S 0R - P E X BUED 3
EPHAELTIR  RIFABEART LR
AFRBEEELETE EERFENER
T MRAEBMERMRETBERS
HEKRNBEERRBBEEN AR -
BIVRETNEERS T BEZER -

RKEET A EHAT
HEEI AN

ETR
R
hEAE= =

“ZE-N\FLATNIA



AUDITED FINANCIAL STATEMENTS
EEFEXMHERR

Statement of Comprehensive Income
SHERER

For the year ended 31 March 2018 BZ=—ZE— \E=A=1+—HILEE

(in HK$Million) Note ffi&

Income WA

Revenue BERBA 6 1,750.5 6,010.0

Other income H YA 7 44.9 77.8
1,795.4 6,087.8

Expenditure *H

Property development and related costs/ e XLYEYSRIE]

(written back) R, ([B] ) (249.5) 3,054.9
Staff costs Bk TRk AR 492.1 474.0
Property leasing and management expenses EFHEREEY S 661.1 624.0
Financial subsidies to home owners EEEETHNYEER 11.2 16.4
Development costs written back for EE TRt EIEE

revitalisation/community projects B[R K 7N [o] 43 (6.2) (32
Depreciation and amortisation e sy 358.3 353.1
Investment properties impairment KEMERE 100.2 199.0
Other expenses HEih ¥ 204.1 169.6
Auditor’s remuneration ZER B & 0.5 0.8

1,571.8 4,888.6
Surplus before investment income BEWARNEE 223.6 1,199.2
Investment income REWA 8
Investment related financial assets BERRENNEEE

and liabilities kA&

— Gain on disposal — BERH 1,018.2 2290

— Increase in fair value — RABEEM 2,304.6 1,465.0
Other investment income HAigE WA 264.8 3105

3,587.6 2,004.5
Net surplus and total comprehensive REEEGBTBER
income for the year 2HE = 3,811.2 3,203.7

The notes on pages 136 to 189 form part of these financial statements.
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Statement of Financial Position

A F5 IR

Asat 31 March 2018 R=Z—N\F=A=+—H

(in HK$Million) Note ffiz

Non-current assets FREEE

Investment properties wEYE 12 9,755.4 10,053.9

Property and equipment IEYSE 13 288.8 307.9

Loans receivable FEURE K 14 131.2 305.7
10,175.4 10,667.5

Current assets REBEE

Properties under development for sale ELERENERERYE 15 2,695.3 2,108.5

Investment related financial assets BHERENTKEE 16 23,121.2 19,0514

Loans receivable FEWE Tk 14 13.9 15.2

Accounts receivable and prepayments FEUBRIE K FE N & 17 955.9 883.1

Cash and bank balances He MIRITHER 18 8,849.0 8,756.9
35,635.3 30,815.1

Current liabilities RBEE

Accounts payable, sundry deposits JERERTE - HIEE S K&

and accruals FE=HIB B 19 (1,433.9) (1,854.0)

Forward sales deposits received EREEEFIT 2 (648.9) (427.1)

Investment related financial liabilities BRERENTKEE 16 (68.5) (37.2)

Provisions A 20 (133.6) (159.0)

Loans from government BIFE R 21 (3.5) (3.5)
(2,288.4) (2,480.8)

Net current assets RBEEFEE 33,346.9 28,3343

Non-current liabilities FRBEE

Lease income received in advance A 19 (1,165.2) (4523)

Loans from government BB 21 (39.6) (43.2)
(1,204.8) (495.5)

Net assets BEEFH 42,317.5 38,506.3

HREFINZRIWENPBERREN-Z
—NFLtATNLBBENTZESHERK
W WA THIZERES

The financial statements on pages 131 to 189 were approved by the
Executive Committee and authorised for issue on 19 July 2018 and are
signed on its behalf by:

g (EE)
B ((THARRNTREE)

Wu Moon- hoi (Chairman)
K L Wong (Chief Executive Officer and Executive Director)

The notes on pages 136 to 189 form part of these financial statements. F136ZF 180 MM FBEAM BTN —
paN
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Statement of Changes in Net Assets
EEREEHR

For the year ended 31 March 2018 BZ=—ZE— \E=A=1+—HILEE

(in HK$Million)
Net assets BERE
Accumulated surplus REAE
At 1 April MH—H 38,506.3 35,302.6
Net surplus and total comprehensive income AEFEERBFELEEENE

for the year 3,811.2 3,203.7
At 31 March =A=+—H 42,317.5 38,506.3

The notes on pages 136 to 189 form part of these financial statements.

o
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Statement of Cash Flows
RERER

For the year ended 31 March 2018 Z—F—\E=A=1+—HLEE

(in HKSMillion)

Cash flows from operating activities EETHEERE
Cash receipts from tenants WERFTWEE IR & 2,500.9 18123
Cash receipts from flat buyers WHEFEXRMBIMMIR S 285.1 920.0
Cash receipts from property owners HEFETHKEIMNIE S 28.8 275
Cash payments for property leasing and management BEFHEREENESYH (659.6) (660.9)
Cash payments for site acquisition and
project development WS+ REBEREKANNIES S H (622.8) (1,346.5)
Cash payments to employees in respect of BETHMEEFMIRE N
salaries and other benefits (533.8) (513.3)
Cash payments for social projects MEIEEMRE ST (13.4) (38.2)
Cash receipts for top up loans granted to flat buyers BERREHEGETERANEMAIRS 173.6 396
Other cash payments EHIRe (58.4) (88.1)
Net cash generated from operating activities EETHREARNTE 1,100.4 1524
Cash flows from investing activities REZTHHESHRE
Interest received A B U A 210.5 168.8
Dividends received A& B U A 199.1 1816
Placement of time deposits EHEFEREA (1,228.0) (1,836.0)
Payment for rehabilitation/redevelopment of WEWERE E-TH
investment properties (287.6) (368.3)
Payment for property and equipment YIEENGRIES (12.3) (13.6)
Payment for investments HEXZ (1,006.0) (2,351.7)
Payment for investment management fees REFEBT W (108.5) (84.8)
Proceeds from sale of investment properties and HERE Y ZEMYZE N RED
property and equipment T8 s8 0.1 37.0
Net cash used in investing activities RETHESREFE (2,232.7) (4,267.0)
Cash used in financing activities RMEITBHESRE
Repayment of loans from the government EEBTER (3.6) (3.5)
Net decrease in cash and cash equivalents ReERREESEER BLRE (1,135.9) (4,118.1)
Cash and cash equivalents at 1 April ME—HESRESEEEALR 1,644.9 5,763.0
Cash and cash equivalents at 31 March ZA=+—RHREERHELEE
BHE&EF 509.0 1,644.9
The notes on pages 136 to 189 form part of these financial statements. F136ZF 180 MM FBEAM BTN —
A
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r Statement of Cash Flows & H &R

(in HKSMillion)

Analysis of cash and bank balances RERBITHESRDN
Balances of cash and cash equivalents Re RBELEEIEE B 509.0 1,644.9
Time deposits with maturity of more than three months #8318 = & B 2| 2960 & HA77 3% 8,340.0 71120
Cash and bank balances in the statement of IS AROR R A FTAI 2

financial position & RRITAER 8,849.0 8,756.9

The notes on pages 136 to 189 form part of these financial statements.
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Notes to the Financial Statements
Bt FE iR R M 5

2.1

2.2

General information

Hong Kong Housing Society (the “Housing Society”) was incorporated
on 18 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.

Basis of preparation

These financial statements have been prepared in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs") (which include
individual HKFRSs, Hong Kong Accounting Standards (“HKASs") and
Interpretations) issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”") and accounting principles generally accepted
in Hong Kong. They have been prepared under the historical cost
convention, except for certain financial instruments which have been
measured at fair value. These financial statements are presented in
Hong Kong dollars, which is also the functional currency of the
Housing Society, and all values are rounded to the nearest million
except when otherwise indicated.

Changes in accounting policies and
disclosures

The Housing Society has adopted the following revised HKFRSs for
the first time for the current year's financial statements, which are
applicable to the Housing Society.

Amendments to HKAS 7 — Disclosure Initiative

Disclosure has been made in note 26 to the financial statements
upon the adoption of amendments to HKAS 7, which require an
entity to provide disclosures that enable users of financial statements
to evaluate changes in liabilities arising from financing activities,
including both changes arising from cash flows and non-cash
changes.
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f Notes to the Financial Statements B4 75 #k & i 5+

2.3 Issued but not yet effective Hong Kong

Financial Reporting Standards

The Housing Society has not applied the following new and revised
HKFRSs that have been issued but are not yet effective, in these
financial statements which are expected to be relevant to the
Housing Society upon becoming effective:

HKFRS 9 — Financial Instruments’
HKFRS 15 — Revenue from Contracts with Customers'

Amendments to HKFRS 15 — Clarifications to HKFRS 15 Revenue from
Contracts with Customers'

HKFRS 16 — Leases?
Amendments to HKAS 40 — Transfers of Investment Property’

! Effective for annual periods beginning on or after 1 January 2018

2 Effective for annual periods beginning on or after 1 January 2019

The actual impacts upon adoption could be different to those below,
depending on additional reasonable and supportable information
being made available to the Housing Society at the time of applying
the standards and the transitional provisions and policy options
finally adopted.
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Bt FE iR R M 5

2.3 Issued but not yet effective Hong Kong 23 BHEGERERZERMRE

Financial Reporting Standards (continuea)
HKFRS 9

In September 2014, the HKICPA issued the final version of HKFRS 9,
bringing together all phases of the financial instruments project to
replace HKAS 39 and all previous versions of HKFRS 9. The standard
introduces new requirements for classification and measurement,
impairment and hedge accounting. The Housing Society will adopt
HKFRS 9 from 1 April 2018. The Housing Society will not restate
comparative information and will recognise any transition
adjustments against the opening balance of equity at 1 April 2018.
During the year, the Housing Society has performed a detailed
assessment of the impact of the adoption of HKFRS 9. The expected
impacts relate to the classification and measurement and the
impairment requirements are summarised as follows:

(a) Classification and measurement

The Housing Society does not expect that the adoption of
HKFRS 9 will have a significant impact on the classification and
measurement of its financial assets. It expects to continue
measuring at fair value all financial assets currently held at fair
value.

(b) Impairment

HKFRS 9 requires an impairment on debt instruments recorded
at amortised cost or at fair value through other comprehensive
income, lease receivables, loan commitments and financial
guarantee contracts that are not accounted for at fair value
through profit or loss under HKFRS 9, to be recorded based on
an expected credit loss model either on a twelve-month basis
or a lifetime basis. The Housing Society will apply the simplified
approach and record lifetime expected losses that are
estimated based on the present values of all cash shortfalls
over the remaining life of all of its accounts receivables.

Furthermore, the Housing Society will apply the general
approach and record twelve-month expected credit losses that
are estimated based on the possible default events on its other
receivables within the next twelve months.
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f Notes to the Financial Statements B4 75 #k & i 5+

2.3 Issued but not yet effective Hong Kong
Financial Reporting Standards (continuea)

HKFRS 9 (continued)
(b) Impairment (continued)

In general, the Housing Society anticipates the application of
the expected credit loss model of HKFRS 9 will result in earlier
provision of credit losses which are not yet incurred in relation
to the Housing Society’s financial assets measured at amortised
cost and other items that subject to the impairment provisions
upon application of HKFRS 9 by the Housing Society.

Based on the assessment by the Housing Society, if the
expected credit loss model were to be applied by the Housing
Society, the accumulated amount of impairment loss to be
recognised by the Housing Society as at 1 April 2018 would be
slightly increased as compared to the accumulated amount
recognised under HKAS 39 mainly attributable to expected
credit losses provision on accounts receivables. Such further
impairment recognised under expected credit loss model
would reduce the opening accumulated surplus as at 1 April
2018.

HKFRS 15

HKFRS 15, issued in July 2014, establishes a new five-step model to
account for revenue arising from contracts with customers. Under
HKFRS 15, revenue is recognised at an amount that reflects the
consideration to which an entity expects to be entitled in exchange
for transferring goods or services to a customer. The principles in
HKFRS 15 provide a more structured approach for measuring and
recognising revenue.
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2.3 Issued but not yet effective Hong Kong 23 BHEGERERZERMRE

Financial Reporting Standards (continuea)
HKFRS 15 (continued)

The standard also introduces extensive qualitative and quantitative
disclosure requirements, including disaggregation of total revenue,
information about performance obligations, changes in contract
asset and liability account balances between periods and key
judgements and estimates. The standard will supersede all current
revenue recognition requirements under HKFRSs. Either a full
retrospective application or a modified retrospective adoption is
required on the initial application of the standard. In June 2016, the
HKICPA issued amendments to HKFRS 15 to address the
implementation issues on identifying performance obligations,
application guidance on principal versus agent and licences of
intellectual property, and transition. The amendments are also
intended to help ensure a more consistent application when entities
adopt HKFRS 15 and decrease the cost and complexity of applying
the standard. The Housing Society plans to adopt the transitional
provisions in HKFRS 15 to recognise the cumulative effect of initial
adoption as an adjustment to the opening balance of accumulated
surplus at 1 April 2018. In addition, the Housing Society plans to apply
the new requirements only to contracts that are not completed
before 1 April 2018. The Housing Society expects that the transitional
adjustment to be made on 1 April 2018 upon initial adoption of
HKFRS 15 will not be material.

The Housing Society has assessed the impact on application of HKFRS
15 and does not anticipate that the application of HKFRS 15 will have
a material impact on the timing and amounts of revenue recognised
in the respective reporting periods. However, the application of
HKFRS 15 in the future may result in more disclosures.
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f Notes to the Financial Statements B4 75 #k & i 5+

2.3 Issued but not yet effective Hong Kong

Financial Reporting Standards (continuea)
HKFRS 16

HKFRS 16, issued in May 2016, replaces HKAS 17 Leases, HK(IFRIC)-Int
4 Determining whether an Arrangement contains a Lease, HK(SIC)-Int
15 Operating Leases — Incentives and HK(SIO)-Int 27 Evaluating the
Substance of Transactions Involving the Legal Form of a Lease. The
standard sets out the principles for the recognition, measurement,
presentation and disclosure of leases and requires lessees to
recognise assets and liabilities for most leases. The standard includes
two recognition exemptions for lessees — leases of low-value assets
and short-term leases. At the commencement date of a lease, a lessee
will recognise a liability to make lease payments (i.e, the lease
liability) and an asset representing the right to use the underlying
asset during the lease term (i.e., the right-of-use asset). The right-of-
use asset is subsequently measured at cost less accumulated
depreciation and any impairment losses unless the right-of-use asset
meets the definition of investment property in HKAS 40, or relates to
class of property, plant and equipment to which the revaluation
model is applied. The lease liability is subsequently increased to
reflect the interest on the lease liability and reduced for the lease
payments. Lessees will be required to separately recognise the
interest expense on the lease liability and the depreciation expense
on the right-of-use asset. Lessees will also be required to remeasure
the lease liability upon the occurrence of certain events, such as
change in the lease term and change in future lease payments
resulting from a change in an index or rate used to determine those
payments.

Lessees will generally recognise the amount of the remeasurement of
the lease liability as an adjustment to the right-of-use asset. Lessor
accounting under HKFRS 16 is substantially unchanged from the
accounting under HKAS 17. Lessors will continue to classify all leases
using the same classification principle as in HKAS 17 and distinguish
between operating leases and finance leases. HKFRS 16 requires
lessees and lessors to make more extensive disclosures than under
HKAS 17.
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2.3

2.4

Issued but not yet effective Hong Kong
Financial Reporting Standards (continuea)

HKFRS 16 (continued)

Lessees can choose to apply the standard using either a full
retrospective or a modified retrospective approach. The Housing
Society expects to adopt HKFRS 16 from 1 April 2019 and is currently
assessing the impact of HKFRS 16 upon adoption.

Amendments to HKAS 40, issued in April 2017, clarify when an entity
should transfer property, including property under construction or
development, into or out of investment property. The amendments
state that a change in use occurs when the property meets, or ceases
to meet, the definition of investment property and there is evidence
of the change in use. A mere change in management’s intentions for
the use of a property does not provide evidence of a change in use.
The amendments should be applied prospectively to the changes in
use that occur on or after the beginning of the annual reporting
period in which the entity first applies the amendments. An entity
should reassess the classification of property held at the date that it
first applies the amendments and, if applicable, reclassify property to
reflect the conditions that exist at that date. Retrospective application
is only permitted if it is possible without the use of hindsight. The
Housing Society expects to adopt the amendments prospectively
from 1 April 2018. The amendments are not expected to have any
significant impact on the Housing Society’s financial statements.

Summary of significant accounting policies
Fair value measurement

The Housing Society measures its investment related financial assets
and investment related financial liabilities at fair value at the end of
each reporting period. Fair value is the price that would be received
to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. The fair value
measurement is based on the presumption that the transaction to
sell the asset or transfer the liability takes place either in the principal
market for the asset or liability, or in the absence of a principal
market, in the most advantageous market for the asset or liability. The
principal or the most advantageous market must be accessible by the
Housing Society. The fair value of an asset or a liability is measured
using the assumptions that market participants would use when
pricing the asset or liability, assuming that market participants act in
their economic best interest.
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f Notes to the Financial Statements B4 75 #k & i 5+

2.4 Summary of significant accounting policies

(continued)
Fair value measurement (continued)

A fair value measurement of a non-financial asset takes into account
a market participant’s ability to generate economic benefits by using
the asset in its highest and best use or by selling it to another market
participant that would use the asset in its highest and best use.

The Housing Society uses valuation techniques that are appropriate
in the circumstances and for which sufficient data are available to
measure fair value, maximising the use of relevant observable inputs
and minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed
in the financial statements are categorised within the fair value
hierarchy, described as follows, based on the lowest level input that is
significant to the fair value measurement as a whole:

Level 1 — based on quoted prices (unadjusted) in active markets for
identical assets or liabilities

Level 2 — based on valuation techniques for which the lowest level
input that is significant to the fair value measurement is observable,
either directly or indirectly

Level 3 — based on valuation techniques for which the lowest level
input that is significant to the fair value measurement is
unobservable

For assets and liabilities that are recognised in the financial
statements on a recurring basis, the Housing Society determines
whether transfers have occurred between levels in the hierarchy by
reassessing categorisation (based on the lowest level input that is
significant to the fair value measurement as a whole) at the end of
each reporting period.
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2.4 Summary of significant accounting policies 2.4 FEEHHKRBE @

(continued)
Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than financial
assets), the asset’s recoverable amount is estimated. An asset’s
recoverable amount is the higher of the asset’s or cash-generating
unit's value in use and its fair value less costs of disposal, and is
determined for an individual asset, unless the asset does not generate
cash inflows that are largely independent of those from other assets
or groups of assets, in which case the recoverable amount is
determined for the cash-generating unit to which the asset belongs.

An impairment loss is recognised only if the carrying amount of an
asset exceeds its recoverable amount. In assessing value in use, the
estimated future cash flows are discounted to their present value
using a discount rate that reflects current market assessments of the
time value of money and the risks specific to the asset. An
impairment loss is charged to the comprehensive income in the
period in which it arises in those expense categories consistent with
the function of the impaired asset.

An assessment is made at the end of each reporting period as to
whether there is an indication that previously recognised impairment
losses may no longer exist or may have decreased. If such an
indication exists, the recoverable amount is estimated. A previously
recognised impairment loss of an asset other than goodwill is
reversed only if there has been a change in the estimates used to
determine the recoverable amount of that asset, but not to an
amount higher than the carrying amount that would have been
determined (net of any depreciation/amortisation) had no
impairment loss been recognised for the asset in prior years. A
reversal of such an impairment loss is credited to the comprehensive
income in the period in which it arises.
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f Notes to the Financial Statements B4 75 #k & i 5+

2.4 Summary of significant accounting policies

(continued)

Related parties

(a)

or

A person, or a close member of that person’s family, is related

to the Housing Society if that person:

(ii)

(iif)

has control or joint control over the Housing Society;

has significant influence over the Housing Society; or

is a member of the key management personnel of the
Housing Society;

An entity is related to the Housing Society if any of the

following conditions applies:

U]

(ii)

(iii)

The entity is a post-employment benefit plan for the
benefit of employees of either the Housing Society or an
entity related to the Housing Society.

The entity is controlled or jointly controlled by a person
identified in (a) above.

A person identified in (a)(i) above has significant
influence over the entity or is a member of the key
management personnel of the entity (or of a parent of
the entity).

Close members of the family of a person are those family members

who may be expected to influence, or be influenced by, that person

in their dealings with the entity.
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2.4 Summary of significant accounting policies 2.4 FEEHHKRBE @

(continued)
Property and equipment and depreciation

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.

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:
Leasehold land Over the unexpired period of the land lease
Buildings Over the estimated economic useful lives of
40 years or the unexpired period of
the land lease, whichever is shorter

Equipment 20%-25%

An item of property and equipment is derecognised upon disposal or
when no future economic benefits is 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 asset) is included in
comprehensive income in the year in which the asset is
derecognised.

Leases

Leases where substantially all the rewards and risks of ownership of
assets remain with the lessor are accounted for as operating leases.
Where the Housing Society is the lessor, assets leased by the Housing
Society under operating leases are included in non-current assets,
and rentals receivable under the operating leases are credited to the
comprehensive income on the straight-line basis over the lease
terms.
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f Notes to the Financial Statements B4 75 #k & i 5+

2.4 Summary of significant accounting policies

(continued)
Investment properties

Investment properties are carried at cost less subsequent
accumulated depreciation and impairment losses.

No depreciation is provided for investment properties under
development until such asset is ready for its intended use.
Depreciation on completed properties is provided to write off the
cost of the properties over the estimated useful lives, using the
straight-line method at the following rates per annum:

Leasehold land Over the unexpired period of the land lease
Buildings Over the estimated economic useful lives of 40 to
60 years or the unexpired period of the land lease,

whichever is the shorter

An investment property is derecognised upon disposal or when the
investment property is permanently withdrawn from use or no future
economic benefits is 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
asset) is included in the comprehensive income in the year in which
the asset is derecognised.

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
the comprehensive income.
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AUDITED FINANCIAL STATEMENTS B ##% 81 #5 iR &

Notes to the Financial Statements
Bt FE iR R M 5

2.4 Summary of significant accounting policies

(continued)

Financial instruments (continued)

(a)

(b)

Loans and receivables

Loans and receivables 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 the 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
comprise (i) investment related financial assets (including
equity and debt securities, hedge fund and financial derivative
assets) and (i) investment-related financial liabilities (including
financial derivative liabilities), (see “investment related financial
assets/liabilities” as described in Note 16). 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
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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f Notes to the Financial Statements B4 75 #k & i 5+

2.4 Summary of significant accounting policies

(continued)
Financial instruments (continued)

(c) Financial liabilities other than loans from
government

Financial liabilities (including accounts payable and accruals)
other than loans from government are subsequently measured
at amortised cost, using the effective interest method.

(d) 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.

(e) 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 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 comprehensive income.
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AUDITED FINANCIAL STATEMENTS B ##% 81 #5 iR &

Notes to the Financial Statements
Bt FE iR R M 5

2.4 Summary of significant accounting policies 2.4 FEEHHKRBE @

(continued)
Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount
is reported in the statement of financial position if there is a currently
enforceable legal right to offset the recognised amounts and there is
an intention to settle on a net basis, or to realise the assets and settle
the liabilities simultaneously.

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.

The cost of properties under development for sale comprises
specifically identified cost, including the acquisition cost of land,
aggregate cost of development, materials and supplies, wages and
other direct expenses capitalised, and an appropriate proportion of
overheads and borrowing costs capitalised. Net realisable value
represents the estimated selling price, based on prevailing market
conditions, less estimated costs of completion and costs to be

incurred in selling the property.

Housing inventories

Housing inventories represent completed properties held for sale and

are stated at the lower of cost and net realisable value.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and in hand,
demand deposits with banks and other financial institutions, and
short-term, highly liquid investments that are readily convertible into
known amounts of cash and which are subject to an insignificant risk
of changes in value, having been within three months of maturity at
acquisition. Bank overdrafts that are repayable on demand and form
an integral part of the Housing Society’s cash management are also
included as a component of cash and cash equivalents for the
purpose of the statement of cash flows.
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f Notes to the Financial Statements B4 75 #k & i 5+

2.4 Summary of significant accounting policies

(continued)
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.

Where it is not probable that an outflow of economic benefits will be
required, or the amount cannot be estimated reliably, the obligation
is disclosed as a contingent liability, unless the probability of outflow
of economic benefits is remote. Possible obligations, whose existence
will only be confirmed by the occurrence or non-occurrence of one
or more future events, are also disclosed as contingent liabilities
unless the probability of outflow of economic benefits is remote.

Government grants and assistance

Government grants received or receivable are recognised as income
over the period necessary to match them with the related costs.
Grants related to depreciable assets received or receivable 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 before 1 April 2009 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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Bt FE iR R M 5

2.4 Summary of significant accounting policies 2.4 FEEHHKRBE @

(continued)
Revenue recognition

Revenue is measured at fair value of the consideration received or
receivable. Provided it is probable that the economic benefits will
flow to the Housing Society and the revenue and costs, if applicable,
can be measured reliably, revenue is recognised in comprehensive
income as follows:

Revenue arising from the sale of properties held for sale is recognised
when the respective properties have been completed and delivered
to the buyers. Deposits and instalments received on properties sold
prior to the date of revenue recognition are included in the
statement of financial position under forward sales deposits received.

Rental income receivable under operating leases is recognised in the
comprehensive income in equal instalments over the accounting
periods covered by the lease term, except where an alternative basis
is more representative of the pattern of benefits to be derived from
the use of the leased asset. Lease incentives granted are recognised
as an integral part of the aggregate net lease payments receivable.
Contingent rentals are recognised as income in the accounting
period in which they are earned.

Management fee income is recognised when services are rendered.

Interest income is recognised as it accrues using the effective interest
method.

Dividend income from listed investments is recognised when the
share price of the investment goes ex-dividend.

Employees benefits

Salaries, annual bonuses, paid annual leave, contributions to defined
contribution retirement plans and the cost of non-monetary benefits
are accrued in the year in which the associated services are rendered
by employees. Where payment or settlement is deferred and the
effect would be material, these amounts are stated at their present
values.

Hong Kong Housing Society Annual Report 2017/18

WA BERR
WARNERHEEREN R EE
B REERERAIEERARE
Etpe - MU AT (208 A ) X e
M At B - WARERE TS
EEERNEEBREP

HERBFHENEMEEANEAR
RERMERTREBREERFA
B - EMERWAE B AT HE W EW
HRAOET & A0 9 B SR AIRE A B 76 AR
ROCWAERFRER -

REMENEKESWAEEEHM
WMEMNSTHER  UEETL2EK
SRR BB RMEEEEREM
[ BR 7H & B B A A R MR AR S R B
s o RETHEWHHE L R EIEIE
I HER A B WOE &% N SR AR R AR K
B - KAHESHEHEELN AR
WHIER BN °

ERBWARRG R ERAR

MBRAZER A TR A B ER T
VAFERR ©

EHRENRERAEREER MK
B BEEDR -

lEEEF

¥ e FERD BHFFR AEH
FORRFT B & 3R 3E 8 B 148 A B
AERBREHEBRTENFREAR
e MEREBNRRGEERALE
REXNFEF  FRFAKRERE
518k -



f Notes to the Financial Statements B4 75 #k & i 5+

2.4 Summary of significant accounting policies

(continued)
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.

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.

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 measured. 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
comprehensive income in the period in which they arise.
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Bt FE iR R M 5

2.4 Summary of significant accounting policies

(continued)
Segment reporting

Operating segments, and the amounts of each segment item
reported in the financial statements, are identified from the financial
information provided regularly to the Housing Society's senior
executive management for the purposes of allocating resources to,
and assessing the performance of, the Housing Society’s various lines
of business.

Individually material operating segments are not aggregated for
financial reporting purposes unless the segments have similar
economic characteristics and are similar in respect of the nature of
products and services, the type or class of customers, the methods
used to distribute the products or provide the services. Operating
segments which are not individually material may be aggregated if
they share a majority of these criteria.

Significant accounting estimates

The preparation of the Housing Society’s financial statements requires
management to make estimates and assumptions that affect the
reported amounts of revenues, expenses, assets and liabilities, and
their accompanying disclosures, and the disclosure of contingent
liabilities. Uncertainty about these assumptions and estimates could
result in outcomes that could require a material adjustment to the
carrying amounts of the assets or liabilities affected in the future.

Estimation uncertainty

The key assumptions concerning the future and other key sources of
estimation uncertainty at the end of the reporting period, that have a
significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year, are
described below.
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f Notes to the Financial Statements B4 75 #k & i 5+

Significant accounting estimates (continueq) 3.
Estimation uncertainty (continued)
Impairment of non-financial assets

The Housing Society assesses whether there are any indicators of
impairment for all non-financial assets at the end of each reporting
period and they are tested for impairment when there are indicators
that the carrying amounts may not be recoverable. An impairment
exists when the carrying value of an asset or a cash-generating unit
exceeds its recoverable amount, which is the higher of its fair value
less costs of disposal and its value in use. The calculation of the fair
value less costs of disposal is based on available data from binding
sales transactions in an arm’s length transaction of similar assets or
observable market prices less incremental costs for disposing of the
asset. When value in use calculations are undertaken, management
must estimate the expected future cash flows from the asset or
cash-generating unit and choose a suitable discount rate in order to
calculate the present value of those cash flows.

Capital risk management 4.

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 5. MBRAREEERREE

policies

The Housing Society’s major financial instruments comprise the FEHE 2 EEMBITARLRE

followings:
(in HK$Million) (B BET) 2018 2017
Investment related financial assets BHRENNBEE 23,121.2 19,0514
Investment related financial liabilities BRRENGaE (68.5) (37.2)
Loans and receivables B R EWERTE

(including cash and bank balances) (BB & MIRITE) 9,942.3 9,957.8

Financial liabilities at amortised cost BB AE AR B 75 B (& (1,332.6) (1,804.7)
Loans from government BT E R (43.1) (46.7)

N ERBITAREZFIEERBEMER
TELBERE - ZEMB T A ZEERER

FORER i E R 2 BIEHIN AT o &
BEEEIMERLERR - UEREE
BB K2 B Rt BRERE & Fa e

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.

(a) Creditrisk (a) 1EERER
FEHEEHNEERRE?
BRXRGHFERTER
Hﬁl/\ﬁﬁ/\&ﬁﬁifgﬂﬂlﬁﬁlﬁiﬁ’]
B EEHEEMBRE
called on. The Housing Society’s maximum exposure to credit ERFRREFFRAAMBEE
risk which will cause a financial loss to the Housing Society in ﬁEl’M% EREE o MRImEHR -
ERGHFREBITRERZ
HAEBRAVBEEZEER

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

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 20(b).
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f Notes to the Financial Statements B4 75 #k & i 5+

5. Financial risk management objectives and 5.
pOIiCieS (continued)

(a)

Credit risk (continued)

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.

For fixed income investments, most of the holdings are of
investment grades securities and there are restrictions on the
holding limit of below investment grades securities.

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 the
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.

Apart from certain accounts payable and loans from
government which are not expected to be settled within one
year after the end of the reporting period as disclosed in Notes
19 and 21, all other financial liabilities, which are non-interest
bearing, are expected to be settled within one year.
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5. Financial risk management objectives and 5.
pOIiCieS (continued)

(c) Marketrisk

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.

(i)  Foreign exchange risk

The Housing Society's foreign currency positions arise
mainly from its financial assets/liabilities denominated in
currencies other than Hong Kong dollar and United
States dollar. The exchange risk between Hong Kong
dollar and United States dollar is considered insignificant
since Hong Kong dollar is pegged to United States dollar.

The Housing Society is exposed to foreign currency risk
through its fixed deposits, equity investments and fixed
income investments. The foreign exchange risk on fixed
deposits is controlled and monitored by allocation limits.
The equity and fixed income investments, which are
managed by fund managers, are denominated in a
basket of currencies. The fund managers are encouraged
to hedge their foreign currency exposures to Hong Kong
dollar or United States dollar in accordance with the
investment guidelines.
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f Notes to the Financial Statements B4 75 #k & i 5+

5. Financial risk management objectives and
pOliCieS (continued)

(c)
(i)

(i)

Market risk (continued)

Foreign exchange risk (continued)

Sensitivity analysis

The following table indicates the instantaneous change
in the Housing Society's surplus that would arise if
foreign exchange rates to which the Housing Society has
significant exposure at the end of the reporting period
had changed at that date, assuming all other risk
variables remained constant.

5. MZERAREREERBE®

(c)

2018

Currency
strengthened/
weakened by

FHESREE

Euro B 1%
Pound Sterling e 1%
Japanese Yen =hiw 1%
Other currencies Hih g 1%

Price risk

The Housing Society is exposed to price risk arising from
investment related financial assets and liabilities. This risk
is controlled and monitored by asset allocation limit.

At the end of the reporting period, it is estimated that an
increase/decrease of 1% (2017: 1%) in the market prices
of the investment related financial assets and liabilities,
with all other variables held constant, would have
increased/decreased the Housing Society's surplus by
approximately HK$230.5 million (2017: HK$190.1 million).

Effect on
surplus for
the year

HAERH
NEE

(in HKS Million)
(AW EE)

12.2

5.4

24

18.5

(i)

(ii)

™ i% B (=)

S s E R (8)

B E T
TRETA RS AR RN
EABEZINEERS
HERGE 2 B2 8
AR (REEMER
HEERSTE) o

2017

Currency Effect on

strengthened/ surplus for

weakened by the year

HEAFRE

FERRE %

(in HK$ Million)

(B EET)

1% 14.1

1% 6.8

1% 6.0

1% 14.0

BN E R

FEHEmHERERE
HERKRENTBEER

BE HEBRHEESD
FCRR BRI SR SRR ©
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5. Financial risk management objectives and
pOIiCieS (continued)

(c) Market risk (continued)

(i)

(iii)

Price risk (continued)

The sensitivity analysis above assumes that the changes
in the market prices of the investment related financial
assets and liabilities or other relevant risk variables had
occurred at the end of the reporting period and had
been applied to re-measure those investment related
financial assets and liabilities held by the Housing Society
which expose the Housing Society to price risk at the
end of the reporting period.

Interest rate risk

The Housing Society's exposure on cash flow interest
rate risk and fair value interest rate risk mainly arises from
its loans receivable and time deposits.

As the time deposits usually mature within one year, the
exposure is considered not material. Management of the
Housing Society monitors the interest rate profile of
loans receivable regularly.

Sensitivity analysis

At the end of the reporting period, it is assumed that a
general increase/decrease of 50 basis points (2017: 50
basis points) in interest rates, with all other variables held
constant, would have increased/decreased the Housing
Society's surplus by approximately HK$44.6 million (2017:
HKS45.1 million).
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5. Financial risk management objectives and
pOIiCieS (continued)

(d)

Financial assets and liabilities measured at fair
value

Fair value hierarchy

The following table presents the fair value of the Housing
Society’s financial assets and liabilities measured at the end of
the reporting period on a recurring basis, categorised into the
three-level fair value hierarchy as defined in HKFRS 13 Fair value
measurement. The level into which a fair value measurement is
classified is determined with reference to the observability and
significance of the inputs used in the valuation technique as
follows:

—  Level 1 valuations: Fair value measured using only Level
1 inputs, i.e. unadjusted quoted prices in active markets
for identical assets or liabilities at the measurement date.

—  Level 2 valuations: Fair value measured using Level 2
inputs, i.e. observable inputs which fail to meet Level 1,
and not using significant unobservable inputs.
Unobservable inputs are inputs for which market data
are not available.

—  Level 3 valuations: Fair value measured using significant
unobservable inputs.

5. RERAREEBIEREE @

(d)

MBEEREBRRAREE
tE

RABEFR
TREJNREFUERERERESR
RERABMBRELEMNE+=
W — ANEEAERRETZ
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5. Financial risk management objectives and 5. MBRAREEBREREE
pOliCieS (continued)

(d) Financial assets and liabilities measured at fair (d) HBEEREGBRAREER
value (continued) HE @
Fair value hierarchy (continued) RABEFHR @
2018
Recurring fair value measurement REM A ABENE Level 1 Level 2 Level 3
(in HK$Million) (BEEET) E— E& E=R
Investment related financial assets BRRENVEEE
(note 16) (BsE+75) 13,445.9 7,950.9 1,724.4 23,1212
Investment related financial liabilities BRARENTKARE
(note 16) (BEE+7%) (5.2) (63.3) - (68.5)

13,440.7 7,887.6 1,724.4 23,052.7

Recurring fair value measurement EHEM AR EEHE

(in HK$Million) (B¥BEET)
Investment related financial assets BRARENTEEE
(note 16) (MEE+75) 10,806.0 6,876.5 13689 19,0514
Investment related financial liabilities BRRENVEEE
(note 16) (FF5E+75) (5.4) (31.8) = (37.2)
10,800.6 6,844.7 1,368.9 19,014.2
During the year ended 31 March 2017 and 2018, there were no BHE_Z—tFR-_ZT-N\F
transfers between Level 1 and Level 2 or no transfers into or —A=+t—HLtFER  F—
out of Level 3. The Housing Society’s policy is to recognise BEE_—_J AL REER
transfer between levels of fair value hierarchy at the end of FBAZSELEE=R--F
reporting period in which they occur. EHgsBRERRNEZEB®R
ARBESRZEMEELEZE
% o
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5. Financial risk management objectives and
pOIiCieS (continued)

(d)

Financial assets and liabilities measured at fair
value (continued)

Valuation techniques and inputs used in Level 1 and 2
fair value measurements

Investments whose values are based on quoted market prices
in active markets, and therefore classified within Level 1,
include active listed equities, exchange traded derivatives,
government treasury bills and certain sovereign obligations.

Financial instruments that trade in markets that are not
considered to be active but are valued based on quoted
market prices, dealer quotations or alternative pricing sources
supported by observable inputs are classified within Level 2.
These include investment-grade corporate bonds, sovereign
obligations and certain unit trusts. As Level 2 investments
include positions that are not traded in active markets and/or
are subject to transfer restrictions, valuations may be adjusted
to reflect illiquidity and/or non-transferability, which are
generally based on available market information.

The Level 3 includes financial instruments which values are
based on unobservable inputs. These are mostly unit trusts.
Their net asset values are provided by respective administrators
of the unit trust.

5.

REREEREBIEREE @

(d)
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5. Financial risk management objectives and 5.
pOliCieS (continued)

(d) Financial assets and liabilities measured at fair
value (continued)

Valuation techniques and inputs used in Level 1 and 2
fair value measurements (continued)

Movement of Level 3 fair value measurements of financial

assets is as follows:

RERREREBIERBE @

(d)

HHREEREBEAAREE
=
E—MREMAREBEE
FR{ERAZEE B EREIE (8
FRGEEEARBEFE
REEWT ¢

(in HK$Million) (B¥BEER)

At 1 April MmA—H 1,368.9 1,247.6
Gain recognised in comprehensive income 2 W s A TSR 8 5 K 96.6 98.0
Purchase BE 258.9 233
At 31 March =A=+—H 1,724.4 1,368.9

The fair value of the above investments is positively correlated
to the net asset value of the underlying investment funds. Due
to the inherent uncertainty of the estimates, the fair value of
Level 3 financial assets may differ from the values that would
have been used had a ready market for these investments

existed and the difference could be material.

NERENAREEEBRHLR
BEGWEEFEFELER
% - AREHEETNRERR
E-RYBEEFERMS L
HWRBREFENRE °

6. Revenue 6. SXWA
(in HK$Million)
Revenue from property sales HEMERNA - 44164
Revenue from property leasing YEAEWA 1,720.8 1,561.0
Revenue from property management MEEEIA 18.6 17.0
Interest income from loans receivable JEUE FF B A 11.1 15.6
1,750.5 6,010.0
7. Otherincome 7. Hfttig A

Included in other income is a donation from the Hong Kong Jockey
Club Charities Trust of HK$0.8 million (2017: HK$13.4 million) to fund
the construction of a footbridge at Tuen Mun River.

Hong Kong Housing Society Annual Report 2017/18

HRABSEEBESGRERERE
& AEHEFITIT ARG ZR MR
MEBENTEBT(ZT—tF: 8%
—T=BOE+&T) -



8.

f Notes to the Financial Statements B4 75 #k & i 5+

Investment income 8. IWEWA
(in HK$Million) (B EAET) 2018 2017
Investment related financial assets FHRENMBEERARS
and liabilities
Gain on disposal H &5 A 1,018.2 229.0
Increase in fair value, net AR EBEFIEMN 2,304.6 1,465.0
3,322.8 1,694.0
Other investment income HitREWA
Interest income A EIA 225.3 171.7
Dividend income & S A 199.1 181.6
Exchange differences [ 5, = RE (159.6) (42.8)
264.8 310.5
3,587.6 2,004.5

Movements in fair value on investments 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.

Executive Committee members’ 9.
emoluments

The aggregate emoluments of the members of the Executive
Committee (excluding the Chief Executive Officer and Executive
Director; and the Permanent Secretary for Transport and Housing
(Housing) being ex officio members of the Executive Committee who

are not entitled to receive any emolument) are as follows:

(in HK$Million) (B¥BEET)
Honorarium B &

BENDABENEHR KRR
P LA B R 95 45 K 4 O 95 1298 4 8
RN AR EBTRE -

PITEEGZEZME

HITZBEZR(TRARRNTA
BENEBMEEREEIMER(E
B)RIN ARERHNTEEENE
REE TEXEAME) 2BEE
AT

1.0 0.8

Their emoluments fall within the following bands:

HMEn ToIF4L

Number of members

Emoluments band MEER ZEAY

(in HK$Million) (GB¥BERT) 2018 2017

Nil (waived) & (HER) 5 5

Below 0.1 L0 2 6

0.1t0 0.5 0.1-0.5 5 1
12 12
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10. Emoluments of the five highest paid 10. AfimESMENEEAS
management staff
The five highest paid management staff (including the Chief IuGEaMEnERAS (BETR
Executive Officer and Executive Director) are the directorate BEFWTEBRE)EEERENE
executives of the Housing Society. Their aggregate emoluments are 5%  AMe@emnT :
as follows:
(in HK$Million)
Basic salary, allowances, variable pay and EXRFe 28 FFMe Xk
benefits in kind =& 17.2 16.6
Provident fund contribution NEBHRK 1.7 16
18.9 18.2
Their emoluments fall within the following bands: Hien THER :

Number of employees

Emoluments band BT A¥™Y
(in HK$Million) 2018 2017
2.0-2.5 2.0-2.5 - 1
25-30 2.5-3.0 1 -
3.0-35 3.0-3.5 3 3
6.0-6.5 6.0-6.5 1 1
5 5
11. Taxation 11. R\
The Housing Society is a charitable institution and is exempted from FEEBERASHE  RBEFH G0
Hong Kong taxation under Section 88 of the Hong Kong Inland ENTNGEREHNEATIE -

Revenue Ordinance.
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12. Investment properties 12. 8&EM=E
Completed/ Properties
Purchased under
Properties Development
®IT/
(in HK$Million) (BEBBEET) BEYX BERPYE
Cost 2%
1 April 2016 —E—RFMHA—H 14,403.1 178.3 14,581.4
Additions RE 17.7 631.2 648.9
Adjustment ) #K (384) - (38.4)
Transfer AR 5614 (536.4) 25.0
Disposals k== (1.7) - (1.7)
31 March 2017 and 1 April 2017 Z—Z—+E=A=+—8K
—ET—tFMHA—H 14,942.1 273.1 152152
Additions AE 13.1 189.8 2029
Adjustment R (74.2) = (74.2)
Transfer HEHAR 84 (8.4) =
31 March 2018 —ZEZ-N\F=A=+-—H 14,889.4 454.5 15,343.9

Depreciation and impairment TERRE

1 April 2016 —E—ARFMHA—H 4,476.2 167.1 46433
Charge for the year REEFITE 319.9 - 319.9
Transfer LI 116.0 (116.0) -
Disposals k== (0.9) = (0.9)
Impairment loss VERIE] - 199.0 199.0
31 March 2017 and 1 April 2017 —ZE—+E=A=+—HK

—E—tFHA—H 49112 250.1 51613
Charge for the year REEFEITE 327.0 - 327.0
Impairment loss A - 100.2 100.2
31 March 2018 —Z-N\F=A=+-—H 5,238.2 350.3 5,588.5
Carrying values REE
31 March 2018 —2-N\F¥=A=+—H 9,651.2 104.2 9,755.4
31 March 2017 —E—+tF=A=1+—H 10,030.9 230 10,0539
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12. Investment properties (continued) 12. IHEME w0

168

The above figures include leasehold land situated in Hong Kong. The
leasehold land under development is held under a medium-term

lease while the leasehold land for completed/purchased properties

A HEFEREMRNEANIE L
o o IEFE R P AOHEAE £+ 20 DAk BA7R
HWIFE - MRT/BEWEROIEL

comprises: HEFE
(in HK$Million) (B BET)
Long lease (over 50 years) REIRZX (ZRA ) 1,267.5 1,269.0
Medium-term lease (10 to 50 years) RHIZY(+ERTF) 2,812.5 2,903.8
4,080.0 41728

(a) Impairment loss

At the end of the reporting period, the Housing Society
assessed the recoverable amounts of investment properties of
the property leasing segment and identified the occurrence of
irrecoverable construction costs related to a property under
development based on its future discounted cash flows along
the land lease term. As a result, the carrying amount of a
property under development was written down to HK$67.5
million (2017: HKS Nil). Impairment loss of HK$100.2 million
(2017: HK$136.4 million) was recognised for the “Properties
under development” under “Investment properties
impairment” in the comprehensive income.

The recoverable amounts of the properties under development
are determined by using value-in-use calculation. The discount
rate used in the calculation was 4% (2017: 4%).
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12. Investment properties (continued)

(b)

Fair values

The Housing Society’s investment properties comprises (i)
rental estates and properties built on land granted by the
government, and (ii) commercial and residential premises for
long term investment purpose.

For rental estates and properties with carrying value of
HK$5,667.3 million (2017: HKS$5,850.6 million), the government
has included in the land grant terms and conditions governing
the sale and rental of the properties. The recoverable amounts
of the properties of HK$5,667.3 million (2017: HK$5,850.6
million) were assessed based on the value-in-use approach
using the discounted cash flow method, because (i) the
government may or may not consider giving approval for the
Housing Society to sell any or all of its rental properties; (ii)
there are no comparable market transactions to provide
references; and (i) concessionary rents are charged to tenants
of the public rental estates or tenants are age-restricted.

The carrying value and fair value of completed commercial and
residential premises at 31 March 2018 were HK$4,088.1 million
and HK$11,448.8 million, respectively (2017: HK$4,203.3 million
and HK$10,447.2 million). The fair value of completed
commercial and residential premises at 31 March 2018 and
2017 have been arrived at on the basis of a valuation carried
out on that date by an in-house professional surveyor. The
investment properties have been valued individually, on a
market value basis, which conforms to Hong Kong Institute of
Surveyors Valuation Standards on Properties. The valuation
involves the use of certain significant inputs for which the
market data are not available. The fair value measurement of
the investment properties falls into Level 3 of the fair value
hierarchy as defined in HKFRS 13. The valuation was mainly
arrived at by reference to comparable market transactions for
similar properties and on the basis of capitalisation of net
income with due allowance for the reversionary income and
redevelopment potential.

12, 1R EME @

(b)

NREE
FEHENRENEBENE
AT #E 43 F sz ) 7R
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13. Property and equipment 13. ME K&
Leasehold
Land and Equipment
Buildings and others
#HE TR

(in HK$Million) (BEEET) BF RERHEM
Cost 2%
1 April 2016 —E—RFMHA—H 383.2 313.8 697.0
Additions NE - 134 134
Adjustment o #K - 0.7 0.7
Disposals HeE = (2.2) (2.2)
31 March 2017 and 1 April 2017 Z—Z—+&E=A=+—ARK

—E—+FMWA—H 3832 3257 708.9
Additions RE = 123 123
Disposals HE = (66.5) (66.5)
31 March 2018 —Z—-\$=H=+—H 383.2 271.5 654.7
Depreciation e
1 April 2016 —E—RFMHA—H 1163 2533 369.6
Charge for the year REEE 7.3 25.9 332
Adjustment T EE - 04 04
Disposals HE - (2.2 (2.2
31 March 2017 and 1 April 2017 Z—Z—+F=A=+—HAK

—E—+FMA—H 1236 2774 401.0
Charge for the year REFHE 73 24.0 313
Disposals HE - (66.4) (66.4)
31 March 2018 —E-NF=A=+—H 130.9 235.0 365.9
Carrying values FREE
31 March 2018 —E-N\F=ZA=+—H 252.3 36.5 288.8
31 March 2017 —E—+tF=A=+—H 2596 483 307.9
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13. Property and equipment (continued) 13. MERKEEE @
All leasehold land and buildings stated above are situated in Hong A ERFE#E T REFRUNER
Kong and comprise leasehold land as follows: W EFE AT B 3
(in HK$Million) (B EAETT)
Long lease (over 50 years) REIRL (ZRATF) 144.0 144.1
Medium-term lease (10 to 50 years) RHIZA (+ERTF) 14.0 143
158.0 1584
14. Loans receivable 14. FEWRE™
Loans receivable represents mainly the second mortgage loans BUERFEREREFERAIRME
granted to the flat buyers and unsecured loans granted to home WERBER  HEBFEERE
owners under the Building Management and Maintenance Scheme. FEFTEIR . REFRHENAEER
All the secured loans are secured by residential properties. HER IEAERNERZNUNEE
PEANER -
(in HK$Million) (BEEET) 2018 2017
Secured mortgage loans AEBERIZIEER 120.9 288.5
Unsecured loans EEARER 27.4 355
148.3 324.0
Less: impairment losses B OREEK (3.2) 3.1
145.1 320.9
Representing EYEBARE -
Due within one year —F N3 Hf 13.9 15.2
Due after 1 year, but within 2 years — &= —FRT|H 11.6 17.6
Due after 2 years, but within 5 years ZFEERF AL E 22.8 431
Due after 5 years AFPAZEIHR 96.8 2450
Total due after 1 year —F AR R EA R 131.2 305.7
145.1 3209
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14. Loans receivable (continued) 14. BEWEMR @
Interest rates applicable to the above loans receivable are set out BEABKERMFERS|NAT
below:

Secured mortgage loans Unsecured loans

BEEARRBER BB RER
2018 2017 2018

Contractual interest rate BHR =R Prime rate Primerate 0% to Prime rate 0% to Prime rate
BEEMNE HEBMNE NEREEINR WEXEBMNEX

Effective interest rate BE R Prime rate Prime rate 9.4% 9.5%
BREEMNE HEBMEX

The movements in allowance for impairment losses were as follows: MEBXEENE ST

(in HK$Million)

At 1 April mA—A 3.1 32
Reversed #[6 - 0.1
Provided =g 0.1 =
At 31 March =A=+—8H 3.2 3.
Impairment of the above loans is assessed individually when any EERAREEENEAULENERE
borrowers are unable to settle overdue installments for more than six B ZERRREREXEEER
months. At the end of the reporting period, the carrying amount of FEE o IR E AR - W E B R bR E
these individually assessed loans was HK$3.2 million (2017: HK$3.1 WEREREABE=A=-1T81(=
million) and impairment loss of the loans was HK$3.2 million (2017: T—t+tHF:FE=/F—+&8x) &
HK$3.1 million). BEBIXARBE=-"B-_+8L(=Z%

—tF A=A —T81T)

Thereafter, if the Housing Society determines that no objective Hiz - EFEEHEREMBAITHER
evidence of impairment exists for an individually assessed loans TEXEREEER  WEER(ER
receivable, whether significant or not, it includes the asset in a group BAET) G B A M A EUEERR
of loans receivable with similar credit risk characteristics with WEREE HEFNREEGESR
reference to borrowers’ historical default in interest or principal HEEREBAENES RS HRIE
payment and collectively assesses them for impairment. SAEH &R RT A ©
At 31 March 2017 and 2018, the carrying values of loans that are past RZE—tEtFR=ZZTE-—NF=A
due but not impaired are insignificant. For loans that are neither past =+—HB FEWRSIWLEENABH
due nor impaired, their credit quality is considered good since BRMABENER - MEBEHE
majority of the loans are secured by residential properties and have HEORBERRNER  AIER AR
good settlement history. During the year, there has been no B AARABINERRAETEWE
significant change in the credit quality. EEIRFNE RIFENRGDE - EARF
B ZEEFNEEERRRBEAXN
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15. Properties under development for sale 15. FHERENRRBRPME

(in HK$Million) (B BET) 2018 2017
At 1 April MH—H 2,108.5 3,719.9
Additions during the year REZIEAN 586.8 1,301.0
Transfer to housing inventories HEBFFE - (2,912.4)
At 31 March =RA=+—H 2,695.3 2,108.5

BE_+XREATREA=+T8Z(Z
T—t+F BB _+—RBZTN\BET
Er)BHeERSHREN T =@
H AN Bl St FERR A ST

The amount of HK$2,695.3 million (2017: HK$2,108.5 million) is
expected to be recovered or recognised as expense after more than
12 months from the end of the reporting period.

16. Investment related financial assets/ 16. BRI ENMHBEEEREGRE

liabilities

(in HKSMillion)

(BEEET)

(i) Investment related financial assets

Equity securities:

() BERANMHEE
BAES

Hong Kong B 4,435.2 3,027.0
Overseas IN 8,933.5 7,686.1
13,368.7 10,7131
Debt securities: BEES
Overseas SEIN 5,413.8 4,642.6
Unit trusts: BAEFE
Hong Kong a5 98.0 114.0
Overseas PRI 4,170.1 35418
4,268.1 3,655.8
Other security investments HEMBELHEE 70.6 399
23,121.2 19,0514
(i) Investment related financial liabilities (i) BT ENI B AR (68.5) (37.2)
23,052.7 19,014.2
The increase or decrease in fair values at the end of the reporting RIEHARNAABEIG ISR =

RERH - FIAGRREHARROT
BEREERRINE B ENRE T

investment prices and foreign exchange rates. BE o

period are unrealised and may fluctuate subsequent to the end of the
reporting period subject to subsequent market movements in
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16. Investment related financial assets/ l6. ERAKRENMBEERAR
liabilities (continued) (#&)
At the end of the reporting period, the investment related net RIEHR  BRKRENMBEEETF
financial assets are denominated in the following currencies: HENTIEBEHE
(in HK$Million) (B BET)
HK dollars B 4,151.7 3,049.4
US dollars ET 15,238.3 12,0510
Euro (g7 1,193.5 1,380.5
Pound Sterling RS 547.6 658.8
Japanese Yen H 107.7 489.0
Other currencies Hoth 5 ¥ 1,813.9 1,385.5
23,052.7 19,014.2
The following table provides an analysis of the investments by TRERRWETZEA D ZRED
geographical market: Vil
Equity securities RAEZ
Hong Kong BB 33% 28%
United States E3E0 39% 41%
Europe BN 20% 22%
Japan B 2% 2%
Others Hib 6% 7%
Debt securities B E S
United States EE 41% 43%
Europe B 43% 40%
Japan SN 10% 10%
Others Hifb 6% 7%
Unit trusts BERE
Europe BOM 56% 59%
Others HAh 44% 41%
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16. Investment related financial assets/ l6. ERAKRENMBEERAR
l|ab|litie5 (continued) (#&)
At the end of the reporting period, the weighted average yield to R|EPR  BHRETKRESES
maturity rate of global fixed income is 3.56% (2017: 2.46%) and MEFHIN PR EERED 2 =8
weighted average duration is 7.18 years (2017: 6.74 years). A+N(ZE—tF: - BHZH

MO+7]) REMEFIGHER R
—NEF(ZB—+F : REEWEF) -

On investment related financial liabilities, 63% (2017: 56%) is due for BEKEMKEE  AHZT=(=
settlement within 30 days after the end of the reporting period. T—+F:AHZRETAN)RBEH

RE=TRAFN R -

17. Accounts receivable and prepayments 17. FEWBRIARFE(T & A

(in HK$Million)

Rent and interest receivables U & KR F B 38.3 184
Investment receivables B HEEE 208.6 124.7
Deposits RE 7.7 75
Forward sales deposits held by stakeholders BEEBFISRER 654.1 694.2
Sundry debtors 2 TE B UL BR X 39.5 35.2
Prepayments SEENE- 938 7.7 3.1

955.9 883.1
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17. Accounts receivable and prepayments 17. EWRERERFAMER w0
(continued)
Included in the above are financial assets of HK$948.2 million (2017: FNBFEEYBEEREBEER
HK$880.0 million) which are denominated in the following currencies: NEOTFNBE-_+EBL(ZE—LtF:
BENEBENTETL)  MBEELN
THEBEE :
(in HK$Million)
HK dollars B 784.6 761.0
US dollars ET 67.3 60.0
Euro R 78 45.7 20.1
Pound Sterling RS 12.5 9.9
Other currencies Hih B 38.1 29.0
948.2 880.0
At 31 March 2017 and 2018, the carrying values of rent receivables RZE—ttFR-ZZF-NFE=ZA
that are past due but not impaired are insignificant. =+—HB FEEwgILEEXNAH

At the end of the reporting period, the fair values of above financial N EMHBEEN AR EBEEELR
assets approximate to their corresponding carrying values. EHRHEREEMEA ©

18. Cash and bank balances 18. MEMMITHEER
Cash and bank balances comprise mainly bank deposits with maturity ReERBITEKETEAFEL R NHE
of six months or less. At 31 March 2018, the balances are RAEIERRSRITIER - RZZF—/\F
denominated in the following currencies: =ZA=+—8 \ERRITHEBKIN

TIEREE

(in HK$Million) (B¥EER)

HK dollars Ve 4,608.6 83212

US dollars i 4,087.1 2963

Other currencies Hih B 153.3 1394

8,849.0 8,756.9

The bank deposits at the end of the reporting period carry an average MARBIFERZTFHEENERED Z
fixed interest rate of 1.84% (2017: 1.11%) per annum. The carrying —HBNTO(ZE—tF B Z—
amounts of the cash and bank balances approximate to their fair 4+ —) RITHEBAREBEEREERR
values. BAEAY -
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19. Accounts payable, sundry deposits and 19. FE(TERIA. MRS R FES
accruals ] =

(in HK$Million)

Payables on purchase of investments FERREARE 138.8 180.2
Tenants and sundry deposits GEVENSE Ak 184.7 188.0
Accounts payable FEfTBRIE 792.5 1,181.0
Accruals FEETIE B 216.7 2555
Lease income received in advance TEUAE & 1,266.4 501.6
2,599.1 2,306.3
Less: non-current portion o IERENES D (1,165.2) (452.3)
1,433.9 1,854.0
Included in the above are financial liabilities of HK$1,332.6 million £ 31 %Z FTREMBAGBRESEK
(2017: HK$1,804.7 million), of which 93% (2017: 93%) is due for t=F=F—BA+ET(=FT—t
settlement within 60 days and 7% (2017: 7%) is after 60 days. F /% B+ N\EZTEEE+TET)

HFAHZAT+=(ZE—tF: A
"Zﬂ-i—E)ﬁ“i&iHHi%/—\-I—%W
§Jﬂﬁ/ﬁfﬁﬂ EBpBEDZ2E(ZF—
FBAOZE)RANTRERS -

The financial liabilities are denominated in the following currencies: HBEBERATIEEES

(in HK$Million)

HK dollars s 1,242.8 1,647.7
US dollars ET 25.3 127.8
Euro B 72 23.4 29
Pound Sterling R 28.0 0.7
Other currencies H ik 13.1 256
1,332.6 1,804.7
At the end of the reporting period, the fair values of above financial AERBBEEEN AR EBEANKRE
liabilities approximate to their corresponding carrying values. EiRBVAREEARA o
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20. Provisions 20. #{E

(c)

(b) Building
(a) Provision management/
Revitalisation  for financial maintenance
work guarantee incentives
BFEER
(in HK$Million) FEIRE MBREER HIEER
At 1 April 2017 —E—+FMA—H 418 905 267 1590
Amount provided IR 04 = 83 87
Amount reversed ZEFER D (74) 9.2) (15) (181
Amount utilised EERSH (1.5 - (14.5) (16.0)
At 31 March 2018 —E-NF=HA=1+—H 33.3 81.3 19.0 133.6
The followings are the key assumptions concerning the future, and TXFIAE BARRE EERE RN R
other key sources of estimation uncertainty at the end of the SHREMAEF T RERZZEER
reporting period. IR °
(a) Revitalisation work (a) &I

Provision is made for revitalisation works of committed social

AL TERKRAEFGRERC AR

projects. Related payments are expected to be incurred within
the next three financial years.

Management estimates the amount of revitalisation works
based on the latest available budgets of the construction
contracts with reference to the overall performance of each
construction contract. Construction costs which mainly
comprise subcontracting charges and costs of materials are
estimated by the management on the basis of quotations from
time to time provided by the major contractors/suppliers/
vendors involved and the experience of the management. In
cases where the actual future costs are different from the
expected, an adjustment to the carrying amount of the
provision may arise.
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20. Provisions (continued)

(b)

f Notes to the Financial Statements B4 75 #k & i 5+

Provision for financial guarantee (b)

In relation to the sales 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 to 30 years.

At 31 March 2018, total contingent liabilities in respect of the
guarantee are estimated to be approximately HK$1,185.1
million (2017: HK$2,089.8 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 31 March 2018
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. Should
the actual credit losses be different from the expected, an
adjustment to the carrying amount of the provision may arise.

(c)

Building management/maintenance incentives

Under the Building Management and Maintenance Scheme,
eligible applicants will be granted financial assistance when
they satisfy certain criteria. Management estimates and
provides for the amount of incentives when the applications
are approved. Should the actual maintenance expenses be
different from the expected, adjustment to the carrying
amount of the provision may arise.

20. #E{E @

S REE

EEMSEERFTHAEHE
MENERAL T EE LKA L
ZER WERHESEEHEE
REEENEEBRTREERMD
AERERER - WWEREHRA
—tE=FEF-

R-E-—NF=A=+—8"
B BERAIXRABERAEE
T—EBATHEAE-—TBIT(ZZ
—tF: BB _TEZNT
NBNTETT) @ XA
B AJBE °

RERRERROMEE - HH
FER_T—-N\F=HA=1—
EMEEEE 22X 5Y
FEEMBRETRTHRE
BOREHSEmMRE  RE
BeXBUARXZHFERA
X RE R WS BT EHANE
EBREWATREE - NEREE
BAREMGFARE  HARES
HEGHNREAEERRAE °

BFEER#IEER

BTEERBEEDFERE
BIRH B ARKEREOE
BB BHBEMNZE BB
Bt RBEBETERERER
ZEBSE MBKRERED
HEFTERE - HAl sl B E
EOREEEEHAE -
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21. Loans from government 21. BIFFEM
(in HK$Million) (B®EET)
Loans from government repayable BIFEFRIZA T AR EE
Within 1 year —FNR 3.5 35
After 1 year, but within 2 years —FERFA 3.5 35
After 2 years, but within 5 years MEZERFAN 10.6 106
After 5 years AEE 25.5 29.1
43.1 46.7
Less: Amount due within one year included W RREARDAEEE AN
in current liabilities —FAE BB (3.5) (3.5)
Amount due after one year — & B B R %8 39.6 432

All the loans from government were obtained prior to 1 April 2009.
The loans are interest free and repayable in 480 equal monthly
instalments from the draw down date. The fair value of the loans at
31 March 2018, which is determined by discounting the estimated
future cash flows at the prevailing market rate at the end of the
reporting period, is HK$37.9 million (2017: HKS$41.3 million).
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22. Commitments for property development/
improvements/social projects
At the end of the reporting period, the commitments in respect of
property developments, estate redevelopment/improvement work
and social projects, which have not been provided for in the financial

statements are as follows:

22. PRER. AERHMGIFE
Rif
RBERKEBNEERE EHE
2 EFHETRRMEEHEE RAKR
AR FEMEMT

(in HK$Million)

Contracted but not provided for EERABRMEHBENTRR 2,962.5 17154

Authorised but not contracted for B AEMARZE N TE 15,287.4 15,8613
18,249.9 17,576.7

In addition to the estate redevelopment commitments included in
the above, the Housing Society estimated at the end of the reporting
period that it will commit an additional amount of HK$13,125.1
million (2017: HK$10,951.1 million) for the redevelopment of two
(2017: two) of the ten (2017: eight) rental estates aged over 40 years.

23. Operating lease arrangements
At the end of the reporting period, 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:

EEBERRERRMET BT E
ENEEMNFAE ESHEREA
N+ +E(ZE—tF : @) E
FRE(ZZE—tF : @E) HHEEE
EREBEHALE  EINEESES
BE—EHE=+—EB-_FTRE—T+8TT
(ZZ2E—+t&F: B —75Z
AWMERAT—E—TER) -

23. EEMNRH
RBEMK - REHEHABSHE
AN THIUE @MY - 7
THBIBMBRO RO ASWA -

(in HK$Million) (B¥BEET)

Within 1 year —FA 645.1 608.3

210 5 years MERAFA 470.0 3515

Over 5 years RAEFLAR 25.8 17.7
1,140.9 9775

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 car parks is calculated on a percentage of their
respective car parks operator’s gross revenue.

RBOWENHR B —E=5F - R A
DEESEMEERRIFELEERLZ
BMEXBENBENLFE  HlSRE
HAOBMA—RZEER
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24. Retirement benefits schemes 24, BAE@FIEHE

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 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 contribution, 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

FEWEREAERERRMMER
ERFEAKREFE > 25 ATEEH
FERARRERS ] RIRHERES
el - ZERENEEREENRS
MEEDDRATHE  AERABEILE
AAMEENESA -

FEHEEERNBA T EIATIEEALL
R ERNRAER X2HIAR
mEA - B[ ERERRKRRET
gl HEER2EEDZRRKE
FATR % AT 8 - B0 M B E KA
RRRER 5 2 108 &S B R PRG3R -
XM EFEATRER - RIRFULF
FiERo 2 BILF EIMES -

the rules of the scheme.

(in HK$Million)

(B EET)

Contribution to the schemes (net of forfeiture) sHal (B R0 Wt 50) 33.7 334
Utilisation of forfeited employer's contribution WOR W BB EH AR A

for payment of trustee’s administration SREATTHER

charges contribution for 0.3 0.5
Balance of forfeited employer's contribution R=A=+—HBXREAD

not utilised at 31 March OB U E E SR AE BR - 04

25. BUATIRAL R 4R Bh
BEHMER

BEEBEKRIZAKR  BFR
EHBRHEFETAERRE
MERE MEEBEHE—
Lo RERMAME - 7
b B2 ) HE 3 R SRR A0AT 5 R
B 5 PR RN {5 3R B BA BR 1 5% L 4t
R R R R o

25. Government contribution and assistance
(a) Concessionary land premiums (a)

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 eligible families and
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.

XEL IR M GRS - A
AEZ A K HEEEA S
NemHEEN=02 —H#tH
FA DA B 32 = |2 3 DA B B AR I
EXEREETAERRENR
WEAETHEBEBEN D2 —
o MAEERE QK
B E R FREEE I A
AREE B -

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 premium.
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25. Government contribution and assistance

(continued)

(a)

Concessionary land premiums (continued)

No concessionary land premium paid to the government
during the year (2017: HK$481.9 million). At the end of the
reporting period, the carrying value of the lands acquired
through the above arrangement amounted to HK$1,963.6
million (2017: HK$1,976.9 million), which has been recognised
as investment properties or properties under development for
sale in the statement of financial position.

Loans from government

The government has provided interest free loans to the
Housing Society for the development of two rural public
housing estates. Details of the loans from the government are
setout in Note 21.

At the end of the reporting period, cumulative notional interest
for the loans from the government is estimated at HK$145.4
million (2017: HK$143.2 million). Full market premium of the
lands where the two rural public housing estates were erected
is estimated at HK$608.8 million (2017: HK$549.8 million).

The full market premium is estimated based on the assumption
that restrictions imposed in the land grant under the special terms
and conditions described in note 25(a) above are not applicable.

26. Notes to statement of cash flows

Changes in liabilities arising from financing activities
— Loans from government

25. BAFRRL Rz 3B Bh ()

(a)

(b)

BB ER )

EEBRERAFANLRE M
BN ERESHER(ZE
—t&F:-mOENTFT—EF AN
TEIT) RIMEHKR Bl
LB RSN T HARE
BEABBETNEA~AT=A
ANTEBT(ZZE—+F: B
FTHEETFABATERL) - &L
THEERIREMESIELER
BRI RERYIET ABMBRE

BREERRESEALEEE
E#REEAEEHSREE
BEXR - WFE RS B
F=t—-

RBEBMR  BFERNH R
EENBGEEREE — &
MFaam+&8T(—F—+
F:AE—RBENT=A_1T8&
TT) o MERSE N HEFEE 3%
FRIE B PG A Tt e (B b &t
EBRERNEZNANTEL(Z
Z—tF:BELEHNTAA
N+ETT)

M8 1 4 51 = R & £t i &
=+ 3 (a) AT 51 % Bl A BR A0 R 3K
HHLH ARSI ER -

26. HERERMEE
METHEENEEEY — BT

e

(in HK$Million)

At 1 April mA—H 46.7 50.2
Changes from financing cash flows BMERESRELH (3.6) (3.5)
At 31 March =A=+—H 43.1 46.7
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27. Related party transactions 27. EREALXZRS
Amounts due from/(to)
Transactions incurred related parties at the end
during the year of the reporting period
REKNEWR (B
Nature of transactions REME REFEEENRS BRI 5 TR
(in HK$Million) (B BET) 2018 2017 2018 2017
(i) Government and other (i) BT REAM
government organisations BT
Urban Renewal Scheme and mEEETE &
property management BFER
Income WA 1.9 74
Expenditure X (1.1 (0.9)
0.8 6.5 0.1 0.3
Mixed Development Project BAFEERIEE
Receipt on behalf AU A 2.5 =
Repayment B (2.5) =
Premium for Flat-For-Sale FEEEFTEET
Scheme e
Receipt on behalf AUz A 54.9 526
Repayment BE (52.3) (50.4)
2.6 2.2 (4.8) (2.2)
Loan repayment EBERFER 3.6 35 (43.1) (46.7)
Land premium/fees/ e,/ BR,/
public works N 4.8 487.8 - =
(i) Others (i) Efh
Lease income and deposits HERARIZS 30.0 8.8 - (1.0)
Bank interest income/balance RITFBUWA
AEER - 3.7 - 1,541.1
Others Hib 8.4 28 (0.7) (0.6)
(i) Emoluments of key (i) TEERAB
management personnel =il 18.9 18.2 - -
28. Segment information 28. EREH
The Housing Society's reportable segments are strategic business DEEREERUEEHENSER
units that offer different products and services, and managed mm % AR 75 B 3R B 26 75 {E 58 o 28w #E
separately based on required professional knowledge and strategies. o BIEEBAN TN KK
All assets and customers are located in Hong Kong. Types of products TE-FIAREBYER - MIEEERK
and services are set out below: EPHAERE - T REZER LR
BB
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28. Segment information (continued)

Property sales Develop properties for sales

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

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
take on city beautification/revitalisation projects

Other operations Provide building management service to
private and public housing estates and grant
top up loans to buyers of own- developed
domestic flats.

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 leasehold land and buildings for
corporate administrative purposes.

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

The Housing Society's revenue from external customers from each
services is set out in note 6 to the financial statements.

The Housing Society's revenue from external customers is derived
solely from its operations in Hong Kong, and the non-current assets
of the Housing Society are located in Hong Kong.
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Notes to the Financial Statements
Bt FE iR R M 5

28. Segment information (continued) 28. FEBER a0

During the years ended 31 March 2018 and 2017, no revenue from

transactions with a single external customer amounted to 10% or

more of the Housing Society’s total revenue.

Segment information about these businesses, which is prepared in

accordance with the accounting policies adopted in the financial

statements, is presented below:

HE_ZT—N\NFER-_ZE—tF=HA
=+—HIEFE B IIHFEPHX
ZWATRBRBERHELRRANE D
Z AL

THIERIERBE D R E R —RAE
RS FTBORHE

Property sales Property leasing

(in HK$Million) (B BEET) L S YXEE
Revenue from external parties SN B - 1,720.8
Other income H AU A 23.2 16.0
Net investment gain FIEE T - -
Net surplus/(deficit) for the year NEEFES(EiE) 185.1 253.6
Interest income FLEYA - -
Depreciation on property and equipment YR EREITE 2.3 11.4
Depreciation on investment properties WEYERE - 327.0
Investment properties impairment "EYFERE - 100.2
Expenditures for non-current assets ERBNEET T 78.4 56.0
Total assets BEE 3,383.9 9,835.1
Total liabilities HEE 1,402.9 1,690.4
Cash inflows/(outflows) from: BeEmA/ORt) kA :
Operating activities LIEED (386.7) 1,523.2
Investing activities REEH (0.1) (293.2)
Financing activities BE RS - -
Total HER (386.8) 1,230.0
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Reportable Segments & 5| 3§ 7 B

r Notes to the Financial Statements B4 # 3R &R K 5

Reconciliation ¥ £ &

Adjustments
Reportable for corporate
Investments Social projects Other operations segment totals functions Totals
#HEEH HitE ZASRNDHARE EETNEERE -
- - 29.7 1,750.5 - 1,750.5
- 0.8 4.8 44.8 0.1 44.9
3,587.6 - - 3,587.6 - 3,587.6
3,469.0 (77.9) 23.7 3,853.5 (42.3) 3,811.2
225.3 - 11.1 236.4 - 236.4
0.3 4.0 - 18.0 13.3 31.3
- - - 327.0 - 327.0
- - - 100.2 - 100.2
0.1 3.5 - 138.0 3.0 141.0
32,186.0 25.0 120.7 45,550.7 260.0 45,810.7
251.0 58.0 0.1 3,402.4 90.8 3,493.2
(7.8) (66.0) 208.1 1,270.8 (170.4) 1,100.4
(1,933.0) (3.5) - (2,229.8) (2.9) (2,232.7)
- - - - (3.6) (3.6)
(1,940.8) (69.5) 208.1 (959.0) (176.9) (1,135.9)
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Notes to the Financial Statements
Bt FE iR R M 5

28. Segment information (continued) 28. FEBER a0

Segment information about these businesses, which is prepared in

accordance with the accounting policies adopted in the financial

statements, is presented below: (continued)

TOERBUERB D R E R R RAR
RO ST BREE - (8

Property sales Property leasing

(in HK$Million) (BEEET) I H & YIEEE
Revenue from external parties HNPR AB U 44164 1,561.0
Other income E g A 42 51.5
Net investment gain FIRE - -
Net surplus/(deficit) for the year REEFRE (FEE) 1,295.6 915
Interest income FLEYA - =
Depreciation on property and equipment M R EEITE 32 133
Depreciation on investment properties EMENE = 319.9
Investment properties impairment LB RIE = 199.0
Expenditures for non-current assets ERBEESH 0.1 6213
Total assets EEE 2,837.0 10,131.7
Total liabilities warl 1,526.3 1,019.6
Cash inflows/(outflows) from: BemA/ b)) RS
Operating activities BIEEE) (509.7) 8553
Investing activities A EE (0.1 (342.1)
Financing activities BhEEE = =
Total k] (509.8) 5132
29. Comparative figures 29. LEBEF

L BHFERRAHAMOTHE
APETTARERE -

Certain comparative figures have been reclassified to conform to
current year's presentation.
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Reportable Segments 72 5| 3} 7 &5 Reconciliation ¥ B &

Adjustments
Reportable for corporate

Investments Social projects Other operations segment totals functions Totals

RE #HEEE HtigE A5IHAD AR HENRERE B

= = 326 6,010.0 = 6,010.0

0.8 134 7.9 77.8 = 77.8

2,004.5 - - 2,004.5 - 2,004.5

1,912.5 (89.8) 27.3 3,237.1 (33.4) 3,203.7

171.7 = 15.6 187.3 = 187.3

04 0.5 = 174 15.8 332

- - - 319.9 - 319.9

- - - 199.0 - 199.0

= 0.2 = 621.6 3.0 624.6

27,940.5 344 288.6 41,232.2 2504 41,482.6

264.5 74.5 0.5 2,8854 90.9 29763

(6.5) (104.3) 752 3100 (157.6) 1524

(3,922.1) (0.1) - (4,264.4) (2.6) (4,267.0)

_ _ - - (3.5) (3.5)

(3,928.6) (104.4) 75.2 (3,954.4) (163.7) (4,118.1)
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FIVE YEAR’S FINANCIAL SUMMARY
RAEMBRE

A summary of the results and of the assets and liabilities of the Housing BEEAMAERVBRRONEERS B
Society for the last five financial years, as extracted from the published FREYBREENEEREERABEHRE
audited financial statements, is set out below: HANMAT -
(in HK$Million) (B¥EER)
Results E4
Income WA 1,795.4 6,087.8 7,028.0 3,087.2 2,812.0
Expenditure S 1,571.8 4,888.6 52514 23222 22614
Investment income/(loss) BEWA S (EE) 3,587.6 2,004.5 (442.0) 909.1 903.5
Net surplus BehRE 3,811.2 3,203.7 1,334.6 1,674.1 1,454.1
Assets and liabilities EERER
Total assets BEBEE 45,810.7 41,4826 41,775.2 37,814.0 35,258.0
Total liabilities BERE 3,493.2 2,976.3 6,472.6 3,846.0 2,964.1
Net assets EEEE 42,317.5 38,506.3 35,302.6 33,968.0 32,2939
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