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The Urban Renewal Authority (the “Authority”) is a statutory body
established by the Hong Kong SAR Government under the Urban
Renewal Authority Ordinance (Chapter 563). The principal activities of the
Authority and its subsidiaries (the “Group”) are to promote urban renewal
in Hong Kong by way of redevelopment, rehabilitation, revitalisation and
heritage preservation.

The address of the Authority is 10/F Low Block, Grand Millennium Plaza,
181 Queen’s Road Central, Hong Kong.

As part of the financial support for the Authority, the Government has
agreed that all urban renewal sites for new projects set out in the
Corporate Plans and Business Plans of the Authority, approved by the
Financial Secretary (“FS”) from time to time, may in principle be granted to
the Authority at nominal premium, subject to satisfying FS of the need
therefor.

. Significant accounting policies

The principal accounting policies applied in the preparation of these
consolidated financial statements are set out below. These policies have
been consistently applied to all the years presented, unless otherwise
stated.

(a) Basis of preparation of the financial statements

The financial statements have been prepared under the historical cost
convention and in accordance with accounting principles generally
accepted in Hong Kong and comply with all applicable Hong Kong
Financial Reporting Standards (which include all applicable Hong Kong
Financial Reporting Standards, Hong Kong Accounting Standards and
Interpretations (“HKFRSs”)) issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”) and the disclosure
requirements of the Hong Kong Companies Ordinance.

The preparation of financial statements in conformity with HKFRSs
requires the use of certain critical accounting estimates. It also
requires management to exercise its judgement in the process of
applying the Authority's accounting policies. The areas involving a
higher degree of judgement or complexity, or areas where
assumptions and estimates are significant to the consolidated
financial statements, are disclosed in Note 4.

107



(LIBTTRELS )
:' ig -l-E&% (IIE
(D) MREVRIER « BRRER ERNERT

108

BAGHIASRE— NS
TLE= A=+ B HRENN
S0 - SRR - HEE
LEEROAT :

BEBGERI— (1&5])
HKAS 1(Amendment)

EHMBEAL
HKFRS 7

SEENEE_STLFE=_A=
+— B L F AR BRI RIERAR
FACERIRAER] - REASH_FF
T A — BEER Ry ERI &
&5 - (EFE RS HEERRE R
BB ERITE -

=) RANRELE

e BRREEARLEME
REBARBE=R=1t—HBN
B

Wﬁ“?h%lﬁ%*hA%%
SERRNTAER (BRES
%EWE%)’—&WWEﬂ¥
FREENRE - T ERER
BEH S —EReR  BRIATE
KA B R R FER
TEHTER

MBAREEHREEEEERZ
HEHEAFAEAR < BAREE
KLz BELEARE A ©

SEARMMBEARRBNEARZ K
BRI AR B IRAEESH

HEARNEERERA - RINE
AR ZIREZBARBUERE
BRIIR o WEEERBCZERA
TEXHALR

(expressed in Hong Kong Dollars)

2. Significant accounting policies (Continued)

(b) Standards, interpretations and amendments to standards that

are not yet effective

The HKICPA has issued certain new standards, amendments and
interpretations which are not yet effective as at 31 March 2007.
Those which are relevant to the Group’s operations are as follows:

IR ERNE AR AR
Effective for accounting periods
beginning on or after

MR RCER ERIKE
Presentation of Financial
Statements : Capital Disclosures

“=FEtF—HF—H
1 January 2007

TMTE KT

Financial Instruments : Disclosures

—EEt5F—A—H
1 January 2007

The Group has not early adopted the above standard and
amendment in the financial statements for the year ended 31 March
2007. The Group will apply the above standard and amendment
from 1 April 2007, but it is not expected to have a significant impact
on the Group’s financial statements.

(c) Basis of consolidation

The consolidated financial statements include the financial
statements of the Authority and all its subsidiaries made up to 31
March.

Subsidiaries are all entities (including special purpose entities) over
which the Group has the power to govern the financial and operating
policies generally accompanying a shareholding of more than one
half of the voting rights. The existence and effect of potential voting
rights that are currently exercisable or convertible are considered
when assessing whether the Group controls another entity.

Subsidiaries are fully consolidated from the date on which control is
transferred to the Group. They are de-consolidated from the date
that control ceases.

All material intercompany transactions and balances within the Group
are eliminated on consolidation.

In the Authority’s balance sheet, investments in subsidiaries are
stated at cost less any provision for impairment losses. Any such
provisions are recognised as an expense in the income and
expenditure account.
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2. Significant accounting policies (Continued)

(d) Revenue recognition

Provided it is probable that the economic benefit will flow to the
Group and the revenue can be measured reliably, revenue is

recognised in the income and expenditure account as follows:

(i)  Income from sale of properties is recognised upon the risks and
rewards of ownership have been passed. For instalment sales,
under which the consideration is receivable in instalments,
revenue attributable to the sales price, exclusive of interest, is
recognised at the date of sale. The sales price is the present
value of the consideration, determined by discounting the
instalments receivable at the effective rate of interest. The
interest element is recognised as revenue as it is earned, on a

time proportion basis using the effective interest method.

(i) Income from the sale of interest in a development project is

recognised upon signing of the agreement.

(i) Where the Authority receives its share of surplus from property
development projects undertaken in joint ventures, sharing of
such surplus is recognised in accordance with the terms of the

joint development agreements.

(iv) Where the Authority receives a distribution of the assets of a joint
venture, surplus is recognised based on the fair value of such
assets at the time when agreement to distribute the assets has

been reached.
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2. Significant accounting policies (Continued)

(d) Revenue recognition (Continued)

(v) When the Authority receives upfront payments from developers

(vii)

at the inception of joint development agreement, surpluses
arising from such upfront payments are recognised when the
Authority has no further substantial acts to complete. Generally,
such surpluses are recognised as soon as the Group has
performed its obligations in respect of the upfront payments, the
events leading to the possible cancellation of the joint
development agreements have lapsed, and the upfront

payments have become non-refundable.

Interest income is recognised on a time-proportion basis using

the effective interest method.

Rental income net of any incentives given to the lessee is
recognised on a straight line basis over the periods of the

respective leases.

(viii) Property management income is recognised when the services

are provided.

(e) Property, plant and equipment

Building comprise rehousing blocks. Rehousing blocks represent

properties held by the Authority 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

recognised as part of the cost of properties under development

referred to in Note 2(j), or jointly controlled development projects for

projects undertaken in joint ventures (Note 2(p)).
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2. Significant accounting policies (Continued)

(e) Property, plant and equipment (Continued)

All property, plant and equipment are stated at historical cost less
depreciation and impairment losses. Historical cost includes
expenditure that is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or
recognised as a separate asset, as appropriate, only when it is
probable that future economic benefits associated with the item will
flow to the Group and the cost of the item can be measured reliably.
All other repairs and maintenance costs are expensed in the income
and expenditure account during the financial period in which they are
incurred.

Depreciation is calculated to write off the costs of property, plant and
equipment less residual values over their anticipated useful lives on a
straight line basis as follows:

Buildings - 2% per annum or over the period of the
unexpired lease if less than 50 years

Leasehold - Over the unexpired terms of the leases
improvements

Plant and - 10% per annum

machinery

Motor vehicles - 25% per annum

Furniture and - 20% to 33 1/3% per annum

office equipment

The assets’ residual values and useful lives are reviewed, and
adjusted if appropriate, at each balance sheet date.

An asset’s carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is greater than its
estimated recoverable amount (Note 2(f)).

Gains and losses on disposals are determined by comparing
proceeds with carrying amount. These are included in the income
and expenditure account.
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