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(expressed in Hong Kong Dollars)
2. Significant accounting policies (Continued)

() 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.

(9) 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.

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(k)), other costs incurred in connection with the development and
the additional amounts written off against rehousing properties
referred to in Note 2(g), 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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