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(i)

1)

(expressed in Hong Kong Dollars)

1. Significant accounting policies (Continued)

Rehousing properties

Rehousing properties 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 1(h) above, or
jointly controlled development projects for projects undertaken in joint
ventures (Note 1(p)).

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 1(h) above, or
jointly controlled development projects for projects undertaken in joint
ventures (Note 1(p)).

(k) Investments in subsidiaries

Subsidiaries are companies in which the Group has the power to
exercise control governing the financial and operating policies of the
company.

In the Authority's balance sheet, investments in subsidiaries are
stated at cost less any provision for diminution in value which is other
than temporary as determined by the Board for each subsidiary
individually. Any such provisions are recognised as an expense in the
income and expenditure account.
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Provisions are recognised when there is a present legal or
constructive obligation as a result of past events, it is probable that
an outflow of resources will be required to settle the obligation, and a
reliable estimate of the amount can be made. Where a provision is
expected to be reimbursed, the reimbursement is recognised as a
separate asset but only when the reimbursement is virtually certain.

(m) Deferred taxation

Deferred taxation 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 financial statements.
Taxation rates enacted or substantively enacted by the balance sheet
date are used to determine deferred taxation.

Deferred 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.

(n) 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.

(o) 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.
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(expressed in Hong Kong Dollars)

1. Significant accounting policies (Continued)

(p) Jointly controlled development projects

The arrangements entered into by the Group with property
developers for redevelopment projects are considered to be jointly
controlled operations pursuant to SSAP 21 "Accounting for interests
in joint ventures" and are accounted for in accordance with terms of
the development agreements. The Group's share of income earned
from such operations is recognised in the income and expenditure
account in accordance with Notes 1(c) (iii), (iv) and (v).

(q) Related parties

For the purposes of these financial statements, parties are
considered to be related to the Group if the Group has the ability,
directly or indirectly, to control the party or exercise significant
influence over the party in making financial and operating decisions,
or vice versa, or where the Group and the party are subject to
common control or common significant influence. Related parties
may be individuals or other entities.

(r) Cash and cash equivalents

For the purposes of the cash flow statement, cash and cash
equivalents comprise bank balances, deposits held at call with banks
and liquid investments which are readily convertible into known
amounts of cash without notice and which have a maturity of three
months or less.

(s) Employee benefits

Salaries, annual leave and other costs of non-monetary benefits are
accrued and recognised as an expense in the year in which the
associated services are rendered by the employees of the Group.
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(expressed in Hong Kong Dollars)

2. Turnover
The principal activities of the Group are to improve the standard of
housing and the environment in Hong Kong by undertaking and
promoting urban renewal.

Turnover recognised during the year represents:

2005 2004
$'000 $'000
Share of property development profits on
jointly controlled development projects 20,481 201,380
Sale of properties 2,200 -
Upfront payments received from property
developers 4,913,720 -
Rental income 17,477 15,186
Interest income 11,607 9,412
Total 4,965,485 225,978

3. Direct costs

Direct costs for the year ended 31 March 2005 are net of rehousing
costs of $2,009,000 (2004: NIL) recovered from the Hong Kong SAR
Government during the year. The rehousing costs were incurred by the
Authority on the Government's behalf in rehousing tenants of the
Government's properties in a redevelopment project.

4. Operating surplus/(deficit) before taxation

Operating surplus/(deficit) before taxation is arrived at after
charging/(crediting) the following items:
2005 2004
$'000 $'000

(a) Finance cost

Interest on bank loans 337 11,544
Other borrowing costs 2,657 3,278
Sub-total 2,994 14,822

Less: Amount capitalised into properties
under development and jointly
controlled development projects*® (2,994) (14,822)
Amount charged to income and
expenditure account - -

* The borrowing costs have been capitalised at rates varying
between 0.14% and 0.22% per annum (2004: 0.14% and 1.73%)
for properties under development and jointly controlled
development projects.
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M. BrREIEERER/(BR)E) 4. Operating surplus/(deficit) before taxation (Continued)
2005 2004
$'000 $'000

(=) HftnIgH (b) Other items
HEFEDERA Cost of properties held for sale disposed 1,010 -
e Depreciation 11,045 11,217
FFEMERIRERERD Write back of provision for loss on
properties held for sale (52,553) (42,940)
BRPYEESE (BE) / 2H (Write back of)/provision for loss on
properties under development (805,148) 465,185
FEMT L[R2 3% R TH B sRIR 518 Write back of provision against amount due
/ﬁ{ﬁ?ﬁé@ from jointly controlled development projects - (230,000)
EEABFERYERE (8 (Write back of)/impairment provision for
[B]) / %4 properties acquired pending redevelopment (193) 74
SEMRNVER Operating lease charges
— WAERE - rental of office premises 10,843 11,212
BRE RS HEC Rental income from properties less direct
MZERSUA outgoings (8,691) (4,622)
HEBRTEEECEE Loss on disposal of fixed assets 43 67
ETHRANANEBEREMNES X Staff costs (excluding directors' remuneration
BREZLEGHBRAE"HT and including termination costs of
BT (ZFFWE : K+ $2,096,000 (2004: $604,000)) 124,879 131,219
ENTT))
AT < Auditors' remuneration 348 312
(2) NEEEFS N EEENE (c) Board and directors' remuneration
during the year
RETHER - —& (CTFFI Emoluments for the current managing
F W) RERMTES - 04 director, one (2004: two) current executive
(ZFFF - U4%) BERR director, four (2004: four) current directors
k=% (ZFZFNF : &) pifE and three (2004: NIL) ex-directors are as
HEBNAETEINZN TS follows :
TBUEE Managing director
BE —Hz Fixed - Salaries 3,500 3,500
— NTESETEMMR - Provident fund scheme contributions 12 12
/INEt Sub-total 3,512 3,512
T Variable pay 1,003 862
&t Total 4515 * 4,374
—% (ZFFNF : @A) AT One (2004: two) executive director, four (2004: four)
EE R (CFFMF : @ directors and three (2004: NIL) ex-directors
) RER=8 (ZFFNF
D) AIERRER
BEE — #HE Fixed - Salaries 11,090 11,809
— NTESETEIMR - Provident fund scheme contributions 350 535
/INEE Sub-total 11,440 12,344
FET Variable pay 2,594 2,181
ast Total 14,034 * 14,525




(LU A AL ) (expressed in Hong Kong Dollars)

M. BRI AT ERER/( B8 ) (@) 4. Operating surplus/(deficit) before taxation (Continued)
(Z) EFEEEFS BT &) (c) Board and directors' remuneration

during the year (Continued)

2005 2004
LA TRFMEL T EE - Their remuneration fell within the following
bands :
AF AH
No. of No. of
Individuals Individuals
$1 =F $500,000 $1 to $500,000 1 -
$500,001 Z  $1,000,000 $500,001 to $1,000,000 1 -
$1,000,000 Z $1,500,000 $1,000,001 to $1,500,000 2 1
$1,500,001 ZE $2,000,000 $1,500,001 to $2,000,000 - -
$2,000,001 ZE $2,500,000 $2,000,001 to $2,500,000 1 1
$2,500,001 Z  $3,000,000 $2,500,001 to $3,000,000 2 8
$3,000,001 ZE $3,500,000 $3,000,001 to $3,500,000 1 1
$3,500,001 ZE  $4,000,000 $3,500,001 to $4,000,000 - -
$4,000,000 £ $4,500,000 $4,000,001 to $4,500,000 - 1
$4,500,001 Z $5,000,000 $4,500,001 to $5,000,000 1 -
=ri8 Total 9 7
* BE=RARIEE RS AR * Including emoluments for three ex-directors and excluding
BETIHNREERAEES compensation in lieu of leave as stated below
$'000 $'000
KRB B /EES Compensation in lieu of leave
1T AE B Managing Director 508 -
HMITESRBEE Executive Directors & Directors 719 -
aF Total 1,227 -
+O% (ZFRFMEF : +17) Fees for 14 (2004:14) non-executive members
BEREIFNITHREZES (A of the Board (excluding the government public
AR SEEAIE 2 FBUR officers who are not entitled to receive any

NEAE) fees) 945 945
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