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Notes on the Accounts

(expressed in Hong Kong Dollars)

1.

Significant Accounting Policies

(a)

(c)

(d)

Basis of preparation

Although not requiréd to do so under the Land Development Corporation
Ordinance, the accounts of the Corporation have been prepared so as to
comply with the disclosure provisions of the Companies Ordinance. In
addition, the accounts have been prepared in accordance with the

accounting principles generally accepted in Hong Kong.

Basis of consolidation
The consolidated accounts include the accounts of the Corporation and

all its subsidiaries made up to 31 March each year.

Revenue recognition

Surpluses on development of properties are recognised upon the sale of
completed properties or the issue of the occupation permit, whichever is
later. Interest income is recognised on an accrual basis. Rental income is
recognised on a straight line basis over the periods of the respective

leases.

Depreciation
Depreciation is calculated to write off the costs of fixed assets over their

anticipated useful lives on a straight line basis as follows:

Leasehold land
—  Over the unexpired terms of the leases
Buildings
— 2% per annum or over the period of the unexpired lease if less than

50 years

Leasehold improvements
—  Over the unexpired terms of the leases
Plant and machinery
10% per annum
Motor vehicles
—  25% per annum
Furniture and office equipment

— 20% per annum
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Notes on the Accounts
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1.

(expressed in Hong Kong Dollars,

Significant Accounting Policies (continued)

(e)

(f)

(g)

Operating leases
Rental paymertts under operating leases are charged to the Income and
Expenditure Account on a straight line basis over the periods of the

respective leases.

Properties acquired pending redevelopment

(i)  Properties acquired pending redevelopment are stated at cost until a
decision is reached as to whether the redevelopment is to be
undertaken with or without the involvement of a third party
property developer.

(i) When agreement is reached with a third party property developer
to redevelop a property and if the Corporation receives a
consideration in respect of the property from the third party
property developer, the difference between the cost and the
consideration received, if any, is recognised as a surplus or a deficit
in the Corporation’s Income and Expenditure Account.

(iii) When a property is to be redeveloped without the involvement of

any third party property developer, the cost of the property is

reclassified as property under development.

Properties under development

Properties under development represent all costs incurred by the
Corporation in connection with property redevelopment with or without
the involvement of a third party property developer, and include the cost
of properties being reclassified from properties acquired pending
redevelopment, borrowing costs and other costs incurred in connection
with the development and the additional amounts written off against
rehousing properties referred to in Note 1(h) below. On completion of
the development, the relevant cost of the developed property will be
apportioned between the part to be retained and the part to be sold on
an appropriate basis. Property to be sold at the balance sheet date will be

stated at the lower of cost and market value.
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Notes on the Accounts

{expressed in Hong Kong Dollars)

1.

Significant Accounting Policies (continued)

(h)

Rehousing properties

Rehousing propertie's represent properties held by the Corporation for
the purpose of providing accommodation for affected tenants of
development projects who are charged a rent which is substantially
below the market value for an indefinite period. Accordingly, in addition
to normal provision of depreciation, the carrying value of each rehousing
flat is further written down to $1 when it is so occupied. The additional
write off is charged to properties under development and recognised as
part of the cost of properties under development referred to in Note 1(g)

above.

Interest in subsidiaries
Interest in subsidiaries in the Corporation’s Balance Sheet is stated at
cost less any provisions for permanent diminution in value as determined

by the members of the Managing Board.

Deferred taxation
Provision for deferred taxation is calculated on the liability method at
current taxation rates on timing differences to the extent that it is

probable that a liability will crystallise in the foreseeable future.

Borrowing costs

Borrowing costs are expensed in the Income and Expenditure Account in
the period in which they are incurred, except to the extent that they are
capitalised as being directly attributable to the acquisition and construction
of an asset which necessarily takes a substantial period of time to get

ready for its intended use or sale.
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Notes on the Accounts

fexpressed in Hong Kong Dollars)

1.

Significant Accounting Policies (continued)

(1)

Costs of nomination rights in relation to the Hong Kong Housing
Society’s rehodsing units

The Corporation has an agreement with Hong Kong Housing Society
(“HS”) to acquire the right to nominate tenants affected by the
Corporation’s redevelopment projects into HS’s rental estates. These
nomination rights are not tangible and are not transferable. The costs of
these nomination rights are charged to the Income and Expenditure

Account when incurred.

Translation of foreign currencies

Foreign currency transactions during the year are translated into Hong
Kong dollars at the exchange rates ruling at the transaction dates.
Monetary assets and liabilities denominated in foreign currencies are
translated into Hong Kong dollars at the exchange rates ruling at the
balance sheet date. Exchange gains and losses are dealt with in the

Income and Expenditure Account.

Revenue

Revenue represents proceeds from the sale of properties, interest earned on

time deposits and on receivables from the sale of properties and rental income.

1998 1997

$’000 $000

Sale of properties 4,318,516 833,598
Interest income 47,836 53,324
Rental income 29,325 27,319
4,395,677 914,241
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texpressed in Hong Kong Dollars)

= - BRBLHT AR B 3.

Operating Surplus Before Taxation

R v 4 8 2 W BR B A T IR
|=

Operating surplus before taxation is arrived at after charging and crediting the

following items: i

1998 1997
$°000 $000
Wb Charging:
2 el Auditors’ remuneration 539 554
FEHF R 2B Interest on loan from the Hong Kong Government 1,269 1,329
BRI ERAT R B AL Interest on temporary bank loans 25,033 -
HAF]E Other interest 2,367 -
o G R R Less: Amount capitalised into Properties
(BfFREA) Under Development (Note 8) (2,367) -
Y5 Bt 17,605 14,937
EHELTTL A Operating lease charges
— AT R A TR &S — rental of office premises and staff quarters 12,765 11,669
8 LR T AT B B Managing Board and Executive Directors’
Remuneration
—HHEEANTHAENSE — fees for non-executive members of the Managing
N Board (1998: 15 persons, 1997: 15 persons) 1,010 918
— Ut +EA)
— M3 MARIBE LAY TR — emoluments for Chief Executive, 2 Deputy Chief
Bi5E > TT  MEADL W TS Executives and Directors of Planning,
# A Project Management, Commercial, Property
(= JUILANAE = AN and Corporate Services
—fUIESE 7SN (1998: 8 persons, 1997: 6 persons) 23,957 19,836
TR - Y - AR SRR Emoluments include salary, allowances, provident
Ko AT BARA] o fund scheme contributions and benefits in kind.
TA Crediting:
s B e i B i Surplus on sale of completed properties 682,412 202,610
B EH A2 WSS A Rental income from properties less
direct outgoings 13,962 15,683
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Notes on the Accounts

........................................

{expressed in Hong Kong Dollars)

4. Taxation

1998 1997
’ $000 $:000
(a) Taxation in the Consolidated Income
and Expenditure Account represents:
Provision for Hong Kong profits tax at 16.5%
(1997: 16.5%) on the surplus for the year 77,500 12,434
Underprovision in respect of prior years - 7,625
77,500 20,059
(b) Taxation in the Balance Sheets represents:
55 ) e v )

Group and Corporation

1998 1997
$’000 $°000
Provision for Hong Kong profits tax
for the year 77,500 12,434
Balance of profits tax payable relating
to prior years 3,083 4,463

Taxation payable (Note 12) 80,583 16,897

(c) No provision for deferred taxation has been made as the effect of all

timing differences is immaterial.

5.  Surplus After Taxation
The consolidated surplus after taxation includes an amount of $331,590,000
(1997: $24,177,000) which has been dealt with in the accounts of the

Corporation.
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(expressed in Hong Kong Dollars)

6. Fixed Assets (net of depreciation)

Group
» HTE) e
THL R G &
HEME Leaschold  Plant &
Land & improve-  machin- HAth HE
buildings ments ery Others Total
$'000 $'000 $'000 $'000 $'000
Costs:
At 1 April 1997 468,691 54,078 58,957 19,694 601,420
Additions - 4,454 5,573 7,381 17,438
Disposals = = (110) (486) (596)
At 31 March 1998 468,091 58,562 64,420 26,589 618,262
Accumulated depreciation:
At 1 April 1997 124,724 18,903 29,907 12,398 185,932
Charge for the year 4212 4,784 SHll 3,492 17,605
Additional amounts written off
(Notes 1(g), (h) & 8) 42,809 166 4,189 - 47,164
Written back on disposal - - (27) (466) (493)
At 31 March 1998 171,745 23,853 39,186 15,424 250,208
Net book value:
At 31 March 1998 296,946 34,700 25,234 11,165 368,054
At 31 March 1997 343,967 S35 29,050 7,296 415488
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{expressed in Hong Kong Dollars)

A - BRERE EBRER) @) 6.

Fixed Assets (net of depreciation) (continued)

A Corporation
A A4 1 2
T f SRR B
PEME  Leasehold  Plant &
Land & improve-  machin- Al AT
buildings ments ery Others Total
$'000 $’000 $'000 $000 $°000
Bt - Costs:
—LEENA—H At 1 April 1997 468,691 54,078 58,957 18,668 600,394
A Additions - 4,484 5,573 7,381 17,438
i Disposals = = (110) (486) (596)
i NE=E=—H At 31 March 1998 468,691 58,562 64,420 15,563 617,236
BRI Accumulated depreciation:
—RALHEME—H At 1 April 1997 124,724 18,903 29,907 11,558 185,092
ARAE [T Charge for the year 4212 4,784 5,117 3,365 17,478
BE i 854 Additional amounts written off
(fF=E— (-B) » — () BA) (Notes 1(g), (h) & 8) 47,809 166 4,189 - 47,164
i e Written back on disposal = e (27) (466) (493)
=L NEE = At 31 March 1998 171,745 23,853 39,186 14,457 249,241
B T L - Net book value:
—WHNEZH=1—H At 31 March 1998 296,946 34,709 25,234 11,106 367,995
S EE=H="1=H At 31 March 1997 343,967 35,175 29,050 7,110 415,302
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fexpressed in Hong Kong Dollars)

6.

Fixed Assets (net of depreciation) (continued)
The analysis of net bock value of land and buildings in Hong Kong is as
follows: '

[ K AHE

Group and Corporation

1998 1997

$’000 $000

— under long leases 164,644 343,967
— under medium-term leases 132,302 -
296,946 343,967

The Corporation’s land and buildings are mainly held for the purpose of
rehousing affected tenants of development projects while a small number of
commercial premises is held for rental. During the year, an additional provision
of $47,164,000 (1997: $17,047,000) was made to write down the occupied

rehousing flats to $1 each in accordance with Note 1(h).

Properties Acquired Pending Redevelopment

Group and Corporation

1998 1997
$’000 $°000
Balance brought forward 27,473 30,711
Transfer to Properties Under Development - (3,238)
(Note 8)
Balance carried forward 27,473 27,473
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8. Properties Under Development

Cost of properties acquired for redevelopment:
Balance brought forward
Additions during the year
Transfer from Properties Acquired Pending

Redevelopment (Note 7)
Balance carried forward

Development expenditure:
Balance brought forward
Addirions during the year
Additional amounts written off against
rehousing properties (Notes 1(g), (h) & 6)
Completed during the year

Balance carried forward

A0 e ]

Group and Corporation

1998 1997
$’000 $°000
289,501 261,247
2,523,071 25,016
- 3,238
2,812,572 289,501
124,050 99,313
33,068 10,753
47,164 17,047
(6,888) (3,063)
197,394 124,050
3,009,966 413,551

Properties under development represents cost of eleven redevelopment projects

undertaken by the Corporation without the involvement of joint venture

partners at 31 March 1998. Additions during the year include capiralised

interest of $2,367,000 (Note 3) (1997: $Nil).
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{expressed in Hong Kong Dollars)

9.

Interest in Subsidiaries

7]
B Corporation
1998 1997
$’000 $°000
Unlisted shares, at cost 1 1
Amounts due from subsidiaries 3,113 4,812
3,114 4,813

The names of the principal subsidiaries, all of which are wholly owned directly

by the Corporation and are incorporated in Hong Kong, are as follows:

Ally Town Investment Limited
Apia Limited

Artena Limited

Benington Limited
Doddington Limited

Jonava Limited

Lewanna Limited

Lillington Limited

Maronne Limited

Opalman Limited

Western Market Company Limited

With the exception of Western Market Company Limited which is engaged in
the operation of the Western Market, the principal activity of each of the
above subsidiaries is to participate in joint development agreements with the
Corporation and third party property developers on terms which provide, inter

alia, for the following:

(a) the payment by the third party property developer to the Corporation of

a deposit at the inception of the agreement;

(b)  the payment by the third party property developer of all costs relating to

the acquisition of the site and the subsequent development costs; and

(c) the sharing of the profit on sale of the property after development

between the third party property developer and the Corporation.

The implementation of the development projects is subject to the approvals

required under the Land Development Corporation Ordinance.
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Receivables from sale of properties

— Within 1 year

10. Receivables from Sale of Properties

(included under current assets — Note 11)

— After 1 year

Current Assets

Properties held for sale

Receivables from sale of properties

— Current portion (Note 10)
Deposits, prepayments and

receivables

Time deposits with bank
Less: Amount held in trust for

joint venture projects

Cash at bank and in hand
Less: Amount held in rrust for

joint venture projects

el 154 7

Group and Corporation

1998 1997
$’000 $'000
312,814 51,119
2,974 5,939
315,788 57,058
A ) Y|

Group Corporation
1998 1997 1998 1997
$’000 $'000 $°000 $'000
18,215 19,601 18,215 19,601
312,814 51,119 312,814 51,119
50,841 57,242 42,831 56,985
307,321 759,979 || 295,165 715,085
(12,156) (44,894) = =
295,165 715,085 295,165 715,085
809 145 720 85
(9) (4) = =
800 141 720 85
677,835 843,188 669,745 842,875
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Notes on the Accounts

(expressed in Hong Kang Dollars)

12.

13.

14.

Current Liabilities

Taxation (Note 4(b))

Loan from the Hong Kong
Government — Current portion
(Note 15(c))

Deposits received, accounts payable
and accruals

Unsecured temporary bank loans

Long-Term Liabilities

E /N

Group Corporation
1998 1997 1998 1997
$°000 $000 $’000 $'000
80,583 16,897 80,583 16,897
1,246 1,246 1,246 1,246
938,222 67,390 927,632 65,632
27,000 - 27,000 -
1,047,051 55,533 1,036,461 83,775

Long-term liabilities represent part of the development costs of projects

payable to contractors, including interest, under the project implementation

agreements for the development of Tsuen Wan and Kennedy Town projects.

Development Reserve

Amounts are set aside in a development reserve ar the Managing Board’s

discretion as appropriations out of surplus in anticipation of furure capital

projects. Movements in Development Reserve during the year were as follows:

Balance brought forward
Transfer from Income and

Expenditure Account

Balance carried forward

S Bl

Group and Corporation

1998 1997
$’000 $°000
295,000 275,000
330,000 20,000
625,000 295,000
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{expressed in Hong Kong Dollars)

T - BN R 15. Loan from the Hong Kong Government
() FEHNCHE —EIL2H (a) An interest bearing loan facility of $100 million has been made available
BB AT L R A ) by the Hong Kong Government to the Corporation to finance its
(FREHES 2 - AAF working capital needs. $31,150,000 was drawn down during the year
RBEE—MANEZA=F ended 31 March 1989 in 6 tranches ro finance start-up costs. No
— H 1k 2z 4R BE 45 7S AR drawdown has been made subsequent ro 31 March 1989,

B=F—8—THEKuUE
25 B U AR o B 18 45 412l
TRUCARBUEESK -

() WERERERZAMERA (b)  Each tranche of drawdown carries interest at a rate of 5% p.a. and is
FEAM . WH— =% repayable in equal instalments from the year ended 31 March 1993 over
=H=+—H iz FEHR a period of 25 years. A total amount of $1,246,000 of the loan was repaid
B HHERT-EHR - & during the year ended 31 March 1998.

Z—NINE=H=1—H
1z 4EJE N B 2 Al
WE—H ZHMES Tt -

@) R=AAAE=A=+—H (c) At 31 March 1998 the loan was repayable as follows:
B EERELTE -
W Ry

Group and Corporation

1998 1997
$7000 $'000

— A Within 1 year
({3 B & s e i (shown under current liabilities — Note 12) 1,246 1,246

— [kt

AT A After 1 year but within 2 years 1,246 1,246
R T4 T After 2 years but within 5 years 3,738 3,738
AR After 5 years 18,690 19,936
23,674 24,920

24,920 26,166




SRS T

FH B A ERANIE B —HEH
e AfEEETH - G EER

ML IR PR AL « BRRZ AT
ME > BAASHEIAFETZ

CTEEREE 2 AR
BREEAHESZ TEERZ T
fi o {f B B AR I 2z A LR B 09
kA B AR SE o

NZEHEs L LR 8 - Byaigde
o €61l IR (1 38 TR )
JUEE - R A R R T 2 =
TEAESZIT  BE UL
=H=+—H k2 EE - ERRE

nhER I A A AT —+
EE =T (Lt
WENTI0 » WE AR Z
WCEZIRELA -

yaN = [

(=) BRI
RN E == =
A EAMERIET

N A o AR
M R A ARG

Notes on the Accounts

............................................................

{expressed in Hong Kong Dollars)

16.

17.

Provident Fund Scheme

The Group has a defined contribution provident fund scheme (“the Scheme”)
for its eligible employees. The assets of the Scheme are held separately under a
provident fund managed by an independent administrator. Pursuant to the
rules of the Scheme, the employees are required to contribute 2.5% to 5% of
their monthly salaries whilst the Group contributes 10% to 15% of the
employee’s monthly salaries, both depending on the grading and years of

service of the employees.

The employees are entitled to the full benefit of the Group’s contributions after
joining the Scheme for 10 years, or at a reduced scale of between 20% and 90%
after joining the Scheme from 2 to 9 years. The total amount contributed by
the Group into the Scheme for the year ended 31 March 1998 was $8,152,000
(1997: $6,299,000) and was charged to the Group’s Income and Expenditure

Account for the year.

Commitments
(a) Capital Commitments

Capital commitments at 31 March 1998 were as follows:

S B iy ]

Group and Corporation

1998 1997

$°000 $°000

Authorised and contracted for 3,654 -
Authorised but not contracted for 3,388 1,324
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(expressed in Hong Koang Dollars)

17. Commitments (continued)

18.

19.

(b) Operating Lease Commitments
At 31 March 1998, commitments under operating leases to make

payments in the next year were as follows:

B BT

Group and Corporation

1998 1997
NG
S ik B e

Office Office premises

premises & staff quarters

$000 $'000

Leases expiring:
Within 1 year 20,058 792
After 1 year but within 5 years 344 10,608
20,402 11,400

Comparative Figures
Cerrain comparative figures have been reclassified to conform with the current

year’s presentation.

Approval of Accounts

The accounts were approved by the Managing Board on 13 June 1998.




