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(expressed in Hong Kong Dollars)

2. Significant accounting policies (Continued)

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

(0

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(j), or jointly
controlled development projects for projects undertaken in joint
ventures (Note 2(p)).

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.

(m) 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 substantively 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 income will be available against which
the temporary differences can be utilised.
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2. Significant accounting policies (Continued)

(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
(i) 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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