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- Fingncial Statements

For the year ended 31 March 2001

Gensral

The Company is an exempted company incorporated in the Cayman Islands and
its shares are listed on The Stock Exchange of Hong Kong Limited (the “Stock

Exchange”).

The Company is an investment holding company. Its subsidiaries are principally
engaged in the development, management and provision of essential and
recreational services for residential housing and leisure projects in Discovery Bay,
Lantau Island, other property development, property investment and construction,

hotel operation, manufacturing and other investments.

The Group’s associates are principally engaged in property development, property

investment and provision of medical services.

Stgniticant Accounting Policies

The financial statements have been prepared under the historical cost convention,
as modified for the revaluation of investment properties, hotel properties and

investments in securities.

The financial statements have been prepared in accordance with accounting
principles generally accepted in Hong Kong. The principal accounting policies

adopted are as follows:
Baszis of consclidation

The consolidated financial statements incorporate the financial statements of the
Company and its subsidiaries (hereinafter collectively referred to as the “Group”)

made up to 31 March each year.

The results of subsidiaries acquired and disposed of during the year are included
in the consolidated income statement from and up to their effective dates of

acquisition and disposal respectively.

All significant intercompany transactions and balances within the Group are

eliminated on consolidation.
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Significant Accounting Polides Gontd)

imvestmanis in subsidiaries

A subsidiary is an enterprise in which the Company, directly or indirectly, holds
more than half of the issued share capital or controls more than half of the voting
powet, or where the Company controls the composition of its board of directors

or equivalent governing body.

Investments in subsidiaries are included in the Company's balance sheet at cost

less any impairment loss.
interests in assoizies

An associate is an enterprise over which the Group is in a position to exercise
significant influence, including participation in financial and operating policy

decisions of the investee.

The results and assets and liabilities of associates are incorporated in the
consolidated financial statements using the equity method of accounting. The
carrying amount of such interests is reduced to recognise any decline, other than

a temporary decline, in the value of individual investments.

Where a group enterprise transacts with an associate of the Group, unrealised
profits and losses are eliminated to the extent of the Group’s interest in the relevant
associate, except where unrealised losses provide evidence of an impairment of

the asset transferred.
loint ventures

A joint venture is a contractual arrangement whereby the Group and other parties
undertake an economic activity which is subject to joint control and over which

none of the participating parties has unilateral control.
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Stgnitficant Accounting Policles ¢

Ioint ventiures o

Where a group company undertakes its activities under joint venture arrangements
directly, constituted as jointly controlled assets, the Group’s share of jointly
controlled assets and any liabilities incurred jointly with other venturers are
recognised in the financial statements of the relevant company and classified
according to their nature. Liabilities and expenses incurred directly in respect of

interests in jointly controlled assets are accounted for on an accrual basis.

Income from the sale or use of the Group’s share of the output of jointly controlled
assets, together with its share of joint venture expenses, are recognised when it is
probable that the economic benefits associated with the transaction will flow to/

from the Group.
Gacabwil

Goodwill represents the excess of the purchase consideration over the fair value
ascribed to the Group’s share of the separable net assets at the date of acquisition
of a subsidiary and is eliminated against reserves immediately on acquisition.
Negative goodwill, which represents the excess over the purchase consideration
of the fair value ascribed to the Group’s share of the separable net assets at the

date of acquisition of a subsidiary, is credited to reserves.

Any premium or discount arising on the acquisition of interests in associates,
representing the excess or shortfall respectively of the purchase consideration
over the fair value ascribed to the Group’s share of the separable net assets of the
associate at the date of acquisition, is dealt with in the same manner as that

described above for goodwill.

On the disposal of an investment in a subsidiary or an associate, the attributable
amount of goodwill previously eliminated against or credited to reserves is included

in the determination of the profit or loss on disposal.
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Significant Accounting Polides Gontd)
Revargs recogrition

Income from properties developed for sale, which have not been pre-sold prior to
completion of development, is recognised on the execution of legally binding,
unconditional and irrevocable sales contract. Income from properties developed
for sale which have been pre-sold prior to completion of development is recognised
over the period from the execution of a legally binding sales contract to the
completion of development as a proportion of the total estimated profit of the
development on the basis of development costs incurred to date as a proportion

of estimated total development costs.

Income from outright sales of an entire development project and/or development
rights prior to completion and sales of completed properties are recognised on

execution of legally binding, unconditional and irrevocable contracts.

Sales of goods are recognised when goods are delivered and title has passed.

Service income is recognised as services are rendered.

Rental income, including rentals invoiced in advance from property let under
operating leases, is recognised on a straight line basis over the term of the relevant

lease.

Dividend income is recognised when the Group’s/Company’s right to receive

dividends has been established.

Interest income from bank deposits is accrued on a time basis by reference to the
principal outstanding and at the interest rate applicable. Other interest income is
recognised in the income statement as above, on an accrual basis, except in the
case of receivables which are considered to be doubtful at which stage interest

accrual ceases.

Sales of investments are recognised on execution of legally binding, unconditional

and irrevocable contracts.

Revenue on construction contracts is recognised using the percentage of completion

method by reference to the value of work carried out during the year.



BE_FZ

0% BERRE  TEEBEENERE
BRIE BRAAERFEAR BEZN
TEFHBAERCHEERE 2 BER
ERERBEMES 2 EREARE - B
BERINEFBEEZMHX  AIMEBR
BRBERNAA  BEDRHELZY
MRS RALER - HARARBTRX
CERRRAEERT BBEZARER
REBEFEM - EXHRBEZEIM
AEREK .

BEELEAHRERFEL 2B R
EREHEREE REE2H 2 28
B BREERARR o

HEEZ I REFEREERAREE
EERHRAEREARREETE - R
BEEETRERER BUARALR
BTERARMGENE-

BREEMERERIRN 9% BER
ZEZHENRBAGTTREAUER
FABESAERE  FHOT

KAMEEL Eid

HELTH B8N
b3} 23]

HERT @A 5-40%

BRI

ES 3 5%

BH - RERZE 3-5%

BE - HERRHE 5%

Ew - ARRRE 5-20%

REREBRNREZEEERAG IHA
FHAARENFH GIREERE) - &
BERERRZEETITE .

Financial Statements

For the year ended 31 March 2001
2. Significant Accounting Policles Gonrd)

Proparty, plant snd sguipmanm

Property, plant and equipment, other than hotel properties and construction in
progress, is stated at cost less depreciation. The cost of an asset comprises its
purchase price and any directly attributable costs of bringing the asset to its present
working condition and location for its intended use. Expenditure incurred after
the assets have been put into operation, such as repairs and maintenance and
overhaul costs, is normally charged to the income statement in the period in which
it is incurred. In situations where it can be clearly demonstrated that the
expenditure has resulted in an increase in the future economic benefits expected

to be obtained from the use of the asset, the expenditure is capitalised as an

additional cost of the asset.

The gain or loss arising from disposal or retirement of an asset is determined as

the difference between the sale proceeds and the carrying amount of the asset

and is recognised in the income statement.

Where the recoverable amount of an asset has declined below its carrying amount,
the carrying amount is reduced to reflect the decline in value. In determining the

recoverable amount of assets, expected future cash flows are not discounted to

their present values.

Depreciation is provided to write off the cost of items of property, plant and

equipment other than hotel properties and construction in progress, using the

straight line method, over their estimated useful lives which are as follows:

Freehold land

Leasehold land

Indefinite
Over the unexpired term

of the relevant lease

Leasehold buildings, commercial 5-40 years
and leisure facilities

Leasehold improvements 5 years

Furniture, fixtures and equipment 3-5 years

Plant, machinery and equipment 5 years

Ferries, launches and motor vehicles  5-20 years

Assets held under finance leases are depreciated over their expected useful lives

on the same basis as owned assets or, where shorter, the term of the related lease.
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Significant Accounting Polides Gontd)
Proparty, plant and sguipmant onrd

Construction in progress is stated at cost. Cost includes all development expenditure
and other direct costs attributable to such project. Construction in progress is not
depreciated until completion of construction. On completion of construction, the

assets are transferred to appropriate categories of property, plant and equipment.

investmerd groperiies

Investment properties are completed properties which are held for their investment

potential, any rental income derived therefrom being negotiated at arm’s length.

Investment properties are stated at their open market value based on an annual
professional valuation at the balance sheet date. Any surplus or deficit arising on
the revaluation of investment properties is credited or charged to the investment
property revaluation reserve unless the balance of this reserve is insufficient to
cover a deficit, in which case the excess of the deficit over the balance on the

investment property revaluation reserve is charged to the income statement.

On disposal of investment properties, the balance on the investment property
revaluation reserve attributable to the property disposed of is transferred to the

income statement.

No depreciation is provided in respect of investment properties which are held

under leases with unexpired terms of more than twenty years.
rMotel properiies

Hotel properties are interests in land and buildings and their integral fixed plant
which are collectively used in the hotel operations, and are stated at an annual
professional valuation at the balance sheet date. Any surplus arising on revaluation
of hotel properties is credited to the asset revaluation reserve. A decrease in net
carrying amount arising on revaluation of a hotel property is charged to the income
statement to the extent that it exceeds the surplus, if any, held in the asset
revaluation reserve relating to a previous revaluation of that particular property.
On the subsequent sale of hotel properties, the attributable revaluation surplus

is transferred to accumulated profits.
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Stgnitficant Accounting Policles ¢

Hotel groperties o

No depreciation is provided on hotel properties held on leases of more than twenty
years. It is the Group’s practice to maintain the properties in a continual state of
sound repairs and to make improvements from time to time and accordingly, the
directors consider that provision for depreciation is not necessary as the properties
maintain residual values at least equal to their carrying values. Such expenditure
on repairs and improvements is dealt with through the maintenance provision
account which has been included in the accrued charges. Hotel properties held
on leases with an unexpired term of twenty years or less are depreciated, using

the straight line method, over the unexpired term of the leases.

Fronerties held forfunder devalonmant

Properties held for/under development, which have not been identified for any
specific purpose, are shown as non-current assets and are stated at cost, or their
carrying values immediately before reclassification from properties held for other

purposes, less any impairment loss recognised.

Properties under development for sale, in respect of which pre-sales have been
made prior to completion, are classified under current assets and are stated at
development costs incurred to date plus estimated attributable profit less
foreseeable losses and amounts received and receivable under sales contracts.
Attributable profit is recognised only when it is reasonably certain and is estimated
as a proportion of the total estimated profit of the development by reference to
the development cost incurred to date as a proportion of estimated total

development cost.

Costs relating to the development of the properties, including financial costs, are
capitalised and included as properties under development until such time they
are identified for transfer to specific categories of property, plant and equipment,

investment properties or properties held for sale.

Annual Report 2000/2001
HKR International Limited
F119.pdf



BE_FZ

BREERWEDIERDEE - TREA
RASRFEME < BEEE -

BATENER L E - HhBREHRE
REAAR (WER) REAFRERYE
EFRTHARRR A EER - T
FERELROFERBRT 2 ER
RBFETRERLR S 2 A3 TERK
BHzRE .

EBRENARS AEERR - AHEA
FETE

BRHENHEZERREN - FEESS
REERRZAHARDTENE -

HEXZ2RE 2 AEHNBRBERT
BAE ARNSBERE - HR %
ABRUBERERRRRESTRE B
EHEZERXAZEELRERAE
ElER T R WE S B EREBYE
AR BEFE -

BE

FEREAER TFARERE 2 BEE
& o BATHRIMET AR E - HhEHT
BRBAA R GER) EXERREEE
BEERTHE RN LB « TER
BHERER A EEBBRT 2 (b SRR
STRBRARERBERE A ER -

Annual Report 2000/2001
HKR International Limited
F119.pdf

CFingncial Statements

For the year ended 31 March 2001

Significant Accounting Polides Gontd)
Complsted properties for sale

Completed properties for sale are classified under current assets and are stated at

the lower of cost and net realisable value.

Cost, which comprises all costs of purchase and where applicable, cost of
development and other costs that have been incurred in bringing the properties
to their present location and condition, is calculated using the weighted average
method. Net realisable value represents the estimated selling price in the ordinary

course of business less the estimated costs necessary to make the sale.

investmenis in securities

Investments in securities are recognised on a trade-date basis and are initially

measured at cost.

All securities other than held-to-maturity debt securities are measured at fair value

on subsequent reporting dates.

Where securities are held for trading purposes, unrealised gains and losses are
included in net profit or loss for the period. For other securities, unrealised gains
and losses are dealt with in equity, until the security is disposed of or is determined
to be impaired, at which time the cumulative gain or loss is included in net profit

or loss for the period.

inventories

Inventories are stated at the lower of cost and net realisable value. Cost, which
comprises all costs of purchase and, where applicable, costs of conversion and other
costs that have been incurred in bringing the inventories to their present location
and condition, is calculated using the weighted average method. Net realisable value
represents the estimated selling price in the ordinary course of business less the

estimated costs of completion and the estimated costs necessary to make the sale.
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Stgnitficant Accounting Policles ¢

Construction contracts

When the outcome of a construction contract can be estimated reliably, contract
revenue and costs are charged to the income statement by reference to the stage
of completion of the contract activity at the balance sheet date, as measured by

surveys on work performed.

When the outcome of a construction contract cannot be estimated reliably, revenue
is recognised only to the extent of contract costs incurred that is probable will be
recoverable and contract costs are recognised as an expense in the period in which

they are incurred.

When it is probable that total contract costs will exceed total contract revenue,

the expected loss is recognised as an expense immediately.

Taxation

The charge for taxation is based on the results for the year after adjusting for
items which are non-assessable or disallowed. Certain items of income and expense
are recognised for tax purposes in a different accounting period from that in
which they are recognised in the financial statements. The tax effect of the
resulting timing differences, computed under the liability method, is recognised
as deferred taxation in the financial statements to the extent that it is probable

that a liability or asset will crystallise in the foreseeable future.

A lease is classified as a finance lease whenever the terms of the lease transfer
substantially all the risks and rewards of ownership to the Group. Assets held
under finance leases are capitalised at their fair values at the date of acquisition.
The principal portions of the corresponding commitments are shown as liabilities
of the Group. The finance costs, which represent the difference between the total
commitments and the original outstanding principal at the inception of the leases,
are charged to the income statement over the period of the leases so as to produce
a constant periodic rate of charge on the remaining balances of the obligations

for each accounting period.

All other leases are classified as operating leases and the rental expenses under
operating leases are charged to the income statement on a straight line basis

over the term of the relevant lease.
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Significant Accounting Polides Gontd)
Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production
of qualifying assets, which are assets that necessarily take a substantial period of
time to get ready for their intended use or sale, are capitalised as part of the cost
of those assets. Capitalisation of such borrowing costs ceases when the assets are
substantially ready for their intended use or sale. Investment income earned on
the temporary investment of specific borrowings pending their expenditure on

qualifying assets is deducted from borrowing costs capitalised.

All other borrowing costs are expensed in the period in which they are incurred.
Retirerment benefits cost

Contributions payable to the Group’s defined contribution retirement benefits

schemes are charged as an expense as they fall due.
Forelyn curranies

Transactions in currencies other than Hong Kong Dollars are initially recorded at
the rates of exchange ruling on the dates of the transactions. Monetary assets
and liabilities denominated in such currencies are re-translated at the rates ruling
on the balance sheet date. Gains and losses arising on exchange are dealt with in

the income statement.

On consolidation, the assets and liabilities of the Group’s overseas operations are
translated at exchange rates ruling on the balance sheet date. Exchange differences
arising, if any, are classified as equity and are recognised as income or expenses in

the period in which the operation is disposed of.



