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(expressed in Hong Kong Dollars)

2. Significant accounting policies (Continued)

(e) Revenue recognition (Continued)

U]

(v) When the Authority receives upfront payments from developers
at the inception of joint development agreement, profits arising
from such upfront payments are recognised when the Authority
has no further substantial acts to complete. Generally, such
profits 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.

(vi) Interest income is recognised on a time-proportion basis using

the effective interest method.

(vi) 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.

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(k), or jointly controlled development projects for

projects undertaken in joint ventures (Note 2(q)).



(LUBTT RS A)
— EFEFEHECR (&)

(FN)$E ~ HRE R (@)
FTEWIZE ~ e8RS iR E A
BHTESOBMBEES IR - BSEAAR
BIENEEZIA B BRI hAIRE -

HEMARBEREZIRB BB
RAREEN A A RERAREE
' xR BRI RARE A Sert B
A BEEEENIREESHER
REYEE (ZER) - EH
itk RREEREELENTIX
HAR AR ZRALR ©

M~ BERLRBZITEDKE
AR ERIGEE - RIhsTAIE
RS ERTTTVEE - e

0T :

REMYE - SEEHT U
ERER LT
BRI S
o

BHEA - RAAONGRTRE
YESCT

Wk - 8Fast

B
Bl - §FF02_th

BMLM - BFA2Z—T=E
ANERE AR =T=XZ=

/]'J\_

EEMRGREENMAIEREHRE
BEGEBETRY - KEEE
Ry SREE

AEERIREESNEAT e
B8 - HIREERFRE A EE
]| (2ENEC (b)) -

HE R SR 1R UL B IR E (E
RIS » RSB IRR UL
SE YN

(expressed in Hong Kong Dollars)

2. Significant accounting policies (Continued)

(f) 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
office equipment

- 20% to 33 1/3% per annum

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(g)).

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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2. Significant accounting policies (Continued)

(g) Impairment of non-financial assets

Assets that have an indefinite useful life are not subject to
amortisation, which are at least tested annually for impairment and
are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be
recoverable. Assets that are subject to depreciation and amortisation
are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be
recoverable. An impairment loss is recognised for the amount by
which the asset's carrying amount exceeds its recoverable amount.
The recoverable amount is the higher of an asset's fair value less
costs to sell and value in use. For the purposes of assessing
impairment, assets are grouped at the lowest levels for which there
are separately identifiable cash flows (cash-generating units).
Non-financial assets that suffered an impairment are reviewed for
possible reversal of the impairment at each reporting date.

(h) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market.
They arise when the Group provides money, goods or services
directly to a debtor with no intention of trading the receivable. They
are included in current assets, except for those with maturities
greater than 12 months after the balance sheet date, which are
classified as non-current assets.

Loans and receivables are recognised initially at fair value and
subsequently measured at amortised cost using the effective interest
method, less provision for impairment. A provision for impairment of
loans and receivables is established when there is objective evidence
that the Group will not be able to collect all amounts due according
to the original terms of receivables. Significant financial difficulties of
the debtor, probability that the debtor will enter bankruptcy or
financial reorganisation, and default or delinquency in payments are
considered indicators that the receivable is impaired. The amount of
the provision is the difference between the asset's carrying amount
and the present value of estimated future cash flows, discounted at
the effective interest rate. The amount of the provision is recognised
in the income and expenditure account.
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2. Significant accounting policies (Continued)
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Leases in which a significant portion of the risks and rewards of
ownership are retained by the lessor are classified as operating
leases. Payments made under operating leases (net of any incentives
received from the lessor) are charged to the income and expenditure
account on a straight-line basis over the period of the lease.

Properties acquired pending redevelopment

Properties acquired pending redevelopment are stated at cost less
provision for impairment losses until a decision is reached as to
whether the redevelopment is to be undertaken by the Group or
through joint ventures.

When a property is to be redeveloped, the cost of the property is
reclassified as properties under development or jointly controlled
development projects for projects undertaken in joint ventures.

(k) Properties under development

Properties under development represent all costs incurred by the
Authority in connection with property redevelopment, and include the
cost of properties being reclassified from properties acquired pending
redevelopment, borrowing costs, costs of rehousing units (see Note
2(l)), other costs incurred in connection with the development and the
additional amounts written off against renousing properties referred to
in Note 2(f), less any provisions for impairment losses.

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 net realisable value.

Where property is received by the Authority as its share of distribution
of assets from jointly controlled development projects, such property
is recorded within non-current assets at its fair value at the time when
agreement is reached or, if a decision is taken for it to be disposed of,
at the lower of this value and net realisable value within current
assets.
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2. Significant accounting policies (Continued)

(I) Costs of rehousing units provided by the Hong Kong Housing

Authority and the Hong Kong Housing Society

The Hong Kong Housing Authority and the Hong Kong Housing
Society have agreed to provide certain rehousing units to the
Authority. In return, the Authority will pay for the reservation fees until
a tenant is moved into the unit and the development costs of the
rehousing unit. These costs are recognised as part of the cost of
properties under development referred to in Note 2(k), or jointly
controlled development projects for projects undertaken in joint
ventures (Note 2(q)).

(m) Provisions

Provisions are recognised when: the Group has a present legal or
constructive obligation as a result of past events; it is more likely than
not that an outflow of resources will be required to settle the
obligation; and the amount has been reliably estimated. Provisions
are not recognised for future operating losses.

Where there are a number of similar obligations, the likelihood that an
outflow will be required in settlement is determined by considering
the class of obligations as a whole. A provision is recognised even if
the likelihood of an outflow with respect to any one item included in
the same class of obligations may be small.

(n) Deferred income tax

Deferred income tax is provided in full, using the liability method, on
temporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in the consolidated financial
statements. Deferred income tax is determined using tax rates (and
laws) that have been enacted or substantially enacted by the balance
sheet date and are expected to apply when the related deferred
income tax asset is realised or the deferred income tax liability is
settled.

Deferred income tax assets are recognised to the extent that it is
probable that future taxable profit will be available against which the
temporary differences can be utilised.
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2. Significant accounting policies (Continued)

(o) Borrowing costs

Borrowing costs that are directly attributable to the acquisition,

construction or production of an asset that necessarily takes a
substantial period of time to get ready for its intended use or sale are

capitalised as part of the cost of that asset.

Other borrowing costs are charged to the income and expenditure

account in the period in which they are incurred.

(p) Translation of foreign currencies

() Functional and presentation currency

ltems included in the financial statements of each of the Group's
entities are measured using the currency of the primary economic
environment in which the entity operates ("the functional
currency"). The consolidated financial statements are presented in
Hong Kong dollars, which is the Group's functional and

presentation currency.

(i) Transactions and balances

Foreign currency transactions are translated into the functional
currency using the exchange rates prevailing at the dates of the
transactions. Foreign exchange gains and losses resulting from
the settlement of such transactions and from the translation at
year-end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in the income

and expenditure account.
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