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1. Significant accounting policies
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(a) Basis of preparation of the financial statements
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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 Statements
of Standard Accounting Practice and Interpretation) issued by the
Hong Kong Institute of Certified Public Accountants and the disclosure

requirements of the Hong Kong Companies Ordinance.

The accounting policies used in the preparation of these financial
statements are consistent with those used in the previous year. The
Hong Kong Institute of Certified Public Accountants has issued a
number of new and revised Hong Kong Financial Reporting
Standards and Hong Kong Accounting Standards ("‘new HKFRSs")
which are effective for accounting periods beginning on or after 1
January 2005. The Group has not early adopted these new HKFRSs
in the financial statements for the year ended 31 March 2005. The
Group has already commenced an assessment of the impact of
these new HKFRSs but is not yet in a position to state whether these
new HKFRSs would have a significant impact on its results of

operations and financial position.

(b) Basis of consolidation

The consolidated financial statements comprise the financial
statements of the Authority and all its subsidiaries made up to 31

March.

The results of subsidiaries acquired or disposed of during the year
are included in the consolidated income and expenditure account
from the effective date of acquisition or up to the effective date of

disposal, as appropriate.

All material intercompany transactions and balances within the Group

are eliminated on consolidation.
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1. Significant accounting policies (Continued)

(c) Revenue recognition
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Provided it is probable that the economic benefit will flow to the

Group and the revenue and costs, if applicable, can be measured

reliably, revenue is recognised in the income and expenditure

account as follows:

U)

(i)

Income from sale of properties is recognised upon the sale of
completed properties or the issue of the occupation permit,
whichever is later. 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
imputed rate of interest. The interest element is recognised as
revenue as it is earned, on a time proportion basis that takes

into account the imputed rate of interest.

Income from the sale of interest in a development project is

recognised upon signing of the agreement.

Where the Authority receives its share of profit from property
development projects undertaken in joint ventures, sharing of
such profit is recognised upon the sale of completed properties

or the issue of the occupation permit, whichever is later.

Where the Authority receives a distribution of the assets of a joint
venture, profit 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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1. Significant accounting policies (Continued)

(c) Revenue recognition (Continued)

(v)

(V)

(vii

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.

Interest income is recognised on an accrual basis.

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.
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1. Significant accounting policies (Continued)
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(d) Depreciation
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Depreciation is calculated to write off the costs of fixed assets over
their anticipated useful lives on a straight line basis as follows:
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— 2% per annum or over the period of the unexpired lease if less
than 50 years

BRAMEBLE Leasehold improvements
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— 25% per annum

Furniture and office equipment
— 20% to 33 1/3% per annum

(e) Impairment of assets

(f)

At each balance sheet date, the Group reviews the carrying amounts
of its fixed assets and properties acquired pending redevelopment
and properties under developments to determine whether there is
any indication that those assets have suffered an impairment loss. If
the recoverable amount of an asset is estimated to be less than its
carrying amount, the carrying amount of the asset is reduced to its
recoverable amount. Such impairment losses are recognised as an
expense in the income and expenditure account. Any subsequent
increase in the recoverable amount of the assets would be written
back when the circumstances that led to the impairment loss cease
to exist and there is persuasive evidence that the new circumstances
and events will persist in the foreseeable future.

Operating leases

Rental payable, net of incentives received from the lessors, under
operating leases are charged to the income and expenditure account
on a straight line basis over the periods of the respective leases.
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1. Significant accounting policies (Continued)
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(g) Properties acquired pending redevelopment
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Properties acquired pending redevelopment are stated at cost less
provisions until a decision is reached as to whether the
redevelopment is to be undertaken by the Group or through joint
ventures. Provision is made when, in the opinion of the Board, there
is a diminution in value other than temporary.

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.

(h) 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
1() below), other costs incurred in connection with the development
and the additional amounts written off against rehousing properties
referred to in Note 1(i) below, less any provisions as considered
necessary by the Board.

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.

€e)



