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Statement of Profit or Loss and other

Comprehensive Income
For the year ended 31 March 2014

Fiasx
NOTES

LON Income

R Licence fees 5

ERE Examination fees 6

FBUA Interest income
TH Expenditure

ZEEN B & Auditor’ s remuneration

NEIND Business trips

REYBERZ Community education expenses

&3 BB RLROX

PAREERE RN
e
A EERERBRER

MEAREESH
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HHE T EEZER

REEEX
WRERAERERX

SRR -THRET

HE
Rl e s &
EXRBE
DNHEARRBRE
SERES
BTIRA
— e RoEa
—BHIME AR EX

Complaints, investigation and disciplinary
proceedings expenses

CEPA scheme expenses

Depreciation

Equipment maintenance and
communication expenses

Estate agent card expenses

Insurance

Loss on disposal of property,
plant and equipment

Motor vehicle operating expenses

Office accommodation and related
expenses

Operating lease rentals in respect of land
and buildings

Postage

Printing and stationery

Professional service fees

Public relations and liaison

Publicity and advertising

Staff costs
- wages, salaries and allowances
- contributions to mandatory provident

fund scheme

EHRGE Service fees for examinations
EEEE RS Training activity expenses
HAbFE Other expenses

AFEERH Surplus for the year
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2014
BT
HK$

74,381,155
5,854,900
766,009

81,002,064

65,000
5,471
1,266,174

142,948
7,735
1,358,302

1,024,877
123,280
1,106,160

1,027
152,396

2,100,226

7,791,762
331,719
442,609

1,567,200

48,783
377,500

44,606,874

1,157,668
3,724,457
586,728
603,943

68,592,839

12,409,225

2013
BT
HK$

72,166,934
9,854,300
1,103,818

83,125,062

65,000

1,449,644

124,125
6,649
1,165,228

1,137,858
131,850
1,166,211

1,150
124,599

1,838,744

5,587,251
299,640
450,340
723,550

71,846
287,241

41,483,026
1,053,811
5,921,365

506,948
476,234

64,071,310

19,053,742
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Financial Statements

Statement of Financial Position

At 31 March 2014

BsE
NOTES

FIREBEE Non-current assets

Y% - B RESM Property, plant and equipment 8

BB RS Deposit paid for acquisition of

property, plant and equipment 8

REEE Current assets

BEEIBEE Held-to-maturity investment 9

R R IBF R RiREe Debtors, prepayments and deposits

RITEFLERE Bank balances and cash 10
REEE Current liabilities

FEfTRRFK R FEETIEH Creditors and accruals

EEWA Deferred income 11

B U R R S IR Licence applications received 12
REBEEFE Net current assets
HEERERBAR Total assets less current liabilities
& Reserves

2014
BT
HK$

3,186,589

1,390,887

4,577,476

2,447,255
201,498,008

203,945,263

8,948,933
52,339,819
3,744,137

65,032,889
138,912,374

143,489,850

143,489,850

2013
BT
HK$

3,289,341

3,289,341

2,029,742
2,802,371
188,242,785

193,074,898

8,038,578
53,023,572
4,221,464

65,283,614

127,791,284

131,080,625

131,080,625

HRFI09E130E 2 BERE R
2014 F8 A2 HEEERZEKE
NI - WHIATRERES

By
TTIBAEZ,

The financial statements on pages 109 to 130 were approved
and authorised for issue by the Members of the Estate Agents
Authority on 26 August 2014 and are signed on their behalf by:

Vivien CHAN
CHAIRMAN

Ruby HON
CHIEF EXECUTIVE OFFICER
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HEEEHXR Statement of Movements in Reserves
HE2014F3A31HIEFE For the year ended 31 March 2014
BN &x
B ke EHEES RERE met
Litigation Capital
equalisation project  Cumulative
reserve fund fund Total
BT BT BT BT
HK$ HK$ HKS HK$
201264 A1H At 1 April 2012 9,750,000 62,421,614 39,855,269 112,026,883
ZFE R Surplus for the year - - 19,053,742 19,053,742
mE2BERFEE (L), A Transfer (to) from cumulative
fund - 14,059,094  (14,059,094) -
2013F3HA31B LK At 31 March 2013
2013F4 A1 8 and 1 April 2013 9,750,000 76,480,708 44,849,917 131,080,625
ZFE R Surplus for the year - - 12,409,225 12,409,225
MEARBEESE (H),/ A Transfer (to) from
capital project fund (9,750,000) - 9,750,000 -
mEBERHEE (L), A Transfer (to) from
cumulative fund - 18,994,155  (18,994,155) -
2014%F3 A31H At 31 March 2014 - 95474863 48,014,987 143,489,850

AR EFESAUAXNEEE B
ETREELFZESHREDL LFF -
KA B £ X B E &R AT S| BURY BF AR X
K- BEERBFERNBERERET
BEREEFVDAGHE  HAFR
HEFEERRAZRERE -

BABEESRANINERERR
LENEABRBAAR - EERETFE
MEERERETERRBAEZEANR
BE® IHEABERESERFA
ERMERHE -

H 22014 3A31H EAEAEH
CREEBEBRAUEBERKARA
= B X TE 89,289,863 T (2013 £
70,295,708 7T ) °

111 ESTATE AGENTS AUTHORITY HERIZEER

The litigation equalisation reserve caters for the cost of litigation
arising from some of the Estate Agents Authority’s decisions being
appealed to the Appeal Panel or challenged in court. A transfer
will be made from the cumulative fund to the litigation equalisation
reserve or from the litigation equalisation reserve to the cumulative
fund at the discretion of the Estate Agents Authority (“EAA”).

Capital project fund caters for the cost of capital projects, as
approved by the EAA. Transfers will be made from the cumulative
fund to the capital project fund or from the capital project fund to
the cumulative fund at the discretion of the EAA.

Capital project fund balance at 31 March 2014 included an amount
of HK$89,289,863 (2013: HK$70,295,708) which represents funds
for the possible acquisition of permanent office accommodation in
future.
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Financial Statements

Statement of Cash Flows
For the year ended 31 March 2014

LERBNEERE

RERH

BT SIS IBIEL AR -
MEHA
FEER
HREE EERER

OPERATING ACTIVITIES
Surplus for the year
Adjustments for:

Interest income

Depreciation

Loss on disposal of property,

plant and equipment

LEETEYRCEERTRE
AR FBENIRR RiZE R ()
R RS R R R 25

BRI (i) S
EMEREBBTE (AL ) 1

Operating cash flows before movements in

working capital

Decrease (increase) in debtors, prepayments

and deposits
Increase in creditors and accruals
(Decrease) increase in deferred income

(Decrease) increase in licence applications received

EETBNRERAFH NET CASH FROM OPERATING ACTIVITIES
REFHNRESRE INVESTING ACTIVITIES
HEETEE Proceeds from disposal of property,

plant and equipment
BEETEE Purchase of property, plant and equipment
FHENASES Deposit paid for acquisition of property,

plant and equipment
BIFIE Interest received

BE(BA)BEERHERE

Redemption on (purchase of) held-to-maturity

investment

REREARE (M) WREFE

NET CASH FROM (USED IN)
INVESTING ACTIVITIES

R kR SEVHRINFER
RAFENNRE LR FEY

NET INCREASE IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT
THE BEGINNING OF THE YEAR

RAFREILNRE KR FEY

CASH AND CASH EQUIVALENTS AT THE

END OF THE YEAR

Re KRS FEMOESRIN -
RiTEEFMAE

ANALYSIS OF BALANCES OF CASH AND

CASH EQUIVALENTS:
BANK BALANCES AND CASH

2014
BT
HK$

12,409,225

(766,009)
1,358,302

1,027

13,002,545
374,056
910,355

(683,753)
(477,327)

13,125,876

(1,256,577)

(1,390,887)
747,069

2,029,742

129,347

13,255,223

188,242,785

201,498,008

201,498,008

2013
BT
HK$

19,053,742

(1,103,818)
1,165,228

1,150

19,116,302
(295,494)
357,166

2,706,816
1,067,638

22,952,428

4,980
(1,692,933)

1,124,903

(2,029,742)

(2,592,792)

20,359,636

167,883,149

188,242,785

188,242,785
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RGBT REGERN  BA
M mEERl - &8 (BRYB®

LREZEg) 2B RRE (R
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1BE] BB mE 4R
Amendments to HKFRSs

BRI B BTEREERZET7 5%
Amendments to HKFRS 7

B BB BHREENE105%
FIREE125

Amendments to HKFRS 10,
HKFRS 11 and HKFRS 12

BT EABMBWMEERE 105
HKFRS 10

EFTBBMBHMERERE 115
HKFRS 11

ESTATE AGENTS AUTHORITY hENRBEER

Notes to the Financial Statements
For the year ended 31 March 2014

1.

General

The EAA was established with the principal functions of
promoting integrity and competence of estate agents and
issuing estate agents’ licences under the Estate Agents
Ordinance dated 29 May 1997 (date of enactment). The
address of the registered office and principal place of
business of the EAA is 48th Floor, Hopewell Centre, Queen’s
Road East, Hong Kong.

The financial statements are presented in Hong Kong dollars,
which is the same as the functional currency of the EAA.

Application of New and Revised Hong
Kong Financial Reporting Standards
(“HKFRSs”)

In the current year, the EAA has applied, for the first time, the
following new and revised Hong Kong Accounting Standards
(“HKAS(s)”), Hong Kong Financial Reporting Standards
("HKFRS(s)”), amendments and interpretations (“HK(IFRIC)-
Int”) (hereinafter collectively referred to as the “new and
revised HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (the “HKICPA”).

—_EENE T —FRHAEAUBRELNZFE
B R
Annual Improvements to HKFRSs 2009-2011 Cycle

KE-—sRMEENEMBE 2R
Disclosures — Offsetting Financial Assets and Financial
Liabilities

FEVBHRE  HAZHEERRERAMER
2w BIEES

Consolidated Financial Statements, Joint Arrangements
and Disclosure of Interests in Other Entities: Transition
Guidance

A EHmE
Consolidated Financial Statements

H R % HE
Joint Arrangements



EFTBR BB HMERERE 125
HKFRS 12

BT BB BHREEE 135
HKFRS 13

BEEGFTERE 1998
(2011 & 1EET)
HKAS 19 (as revised in 2011)

EEEFERE 27 5%
(2011 F#&EET)
HKAS 27 (as revised in 2011)

EBEFTERE 2858
(2011 F£&HE5T)
HKAS 28 (as revised in 2011)

BRI BB ERE 1R
Amendments to HKAS 1

EB(HBRUERERELZED)
—BEE209%
HK(FRIC)-Int 20

BT ES - R EEY R
SHEAHEE R B AT MBEY R
KRB R/ 3 E R A 75

REBNENLBERTE -

Financial Statements

FERNEMEE s
Disclosure of Interests in Other Entities

AFEEE

Fair Value Measurement

(Z=EE=R

Employee Benefits

RVA BT ES

Separate Financial Statements
REERFINEEEEZRE
Investments in Associates and Joint Ventures

Hih2HWRIER 2275
Presentation of ltems of Other Comprehensive Income

B8 KRS A EE P B 2 H BRBK AR
Stripping Costs in the Production Phase
of a Surface Mine

Except as describe below, the application of these new and
revised HKFRSs in the current year has had no material
impact of the EAA’s financial performance and positions for
the current and prior years and/or on the disclosures set out
in these financial statements.
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SETEME 1R EERH KX
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S ERTBA G ERAF1RATE
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B SRZXHEERFTHEREREASD
PR E R R ¢ (a) T & W EF DB
WHEABEERAIAR (b) ER KA
BATEREFORALEAESR
REOWEE WX BHEEMAERI
BEMR W ER DB —&%IEF
I 4 § 24 AT DA Al 8 B 1R B9 R
BRPIHBER -EIINEEAR
BEPRN -BRTUNEFRRERSE
H R AWME 2O RMEFR]
EREGHEANE IR HISHER
xOBXBEELRB I BEEREK

EEE -

WEREEERYRARFEM
THERMENRERNIEB

SRR -

BRI BEAMBHREENE105%
FI2HRREBSEERNE 27 5%
Amendments to HKFRS 10,
HKFRS 12 and HKAS 27

BRI BB BmMELERNE 1R
Amendments to HKFRS 11

BRI BB ERFE 16K K&
% 38 5%

Amendments to HKAS 16
and HKAS 38

BEI BB EAE 1958
Amendments to HKAS 19

BRI E AW HREENE IR

Amendments to HKFRS 9
and HKFRS 7

ESTATE AGENTS AUTHORITY hENRBEER

Amendments to HKAS 1 “Presentation of Items of Other
Comprehensive Income”

The EAA has applied the amendments to HKAS 1. Upon
the adoption of the amendments to HKAS 1, the EAA’s
“statement of comprehensive income” is renamed as the
“statement of profit or loss and other comprehensive income”.
The amendments to HKAS 1 retain the option to present profit
or loss and other comprehensive income in either a single
statement or in two separate but consecutive statements.
Furthermore, the amendments to HKAS 1 require additional
disclosures to be made in the other comprehensive income
section such that items of other comprehensive income
are grouped into two categories: (a) items that will not be
reclassified subsequently to profit or loss and (b) items that
may be reclassified subsequently to profit or loss when
specific conditions are met. Income tax on items of other
comprehensive income is required to be allocated on the
same basis — the amendments do not change the option
to present items of other comprehensive income either
before tax or net of tax. The amendments have been applied
retrospectively. Other than the above mentioned presentation
changes, the application of the amendments to HKAS 1 does
not result in any impact on profit or loss, other comprehensive
income and total comprehensive income.

The EAA has not early applied the following new and revised
HKFRSs that have been issued but are not yet effective:

1

i
i

It
H

0lee

wE

\
/

Investment Entities’

ARG EE SRR HAO
Accounting for Acquisition of interests in Joint Operations®

BENEMNEHENAIEET RS

Clarification of Acceptable Methods of Depreciation and
Amortisation®

HlERAGE - EEHRK?
Defined Benefit Plans: Employee Contributions?

MR EERFE IR zEEI M AEMB RE 7R
M@ ERES

Mandatory Effective Date of HKFRS 9 and Transition
Disclosures®



BB BT ERIE 325
Amendments to HKAS 32

CHEN R R
Amendments to HKAS 36

BT BB &R E 39 5%
Amendments to HKAS 39

BRI E BB RELER
Amendments to HKFRSs
(BRI & B MRS LR
Amendments to HKFRSs

BAMBHRELRE IR
HKFRS 9

BEMBGHEEAE 145
HKFRS 14

75 (BB BEREREZES)
—R2EE21
HK(IFRIC)-Int 21

| MR2014F 1 B1 A2 BFIRZ FE AR °
2 MR2014F 7 B1 B2 BFIAZ FE AN °
s AR — R B M A B HIE R BB B 5
ERBF RN FRERBREBRRET -

4 R2014F7 A1 Bk 2 BRI 2 FEER -
FEERIOPISNER

R2016F 1 A1 B2 BB FEER -
6 R2016F 1 A1 B2 BBRZFEER -

o

EERELEAEMEERAF REE
RIEAEMBREEAN ZBER
2 UTHEHEEKIEHABH
XEPHBRREXNEATE -

<2

C

Financial Statements

TREENTRABEZEE"
Offsetting Financial Assets and Financial Liabilities’

FeMEEZAKESERESTR'

Recoverable Amount Disclosures for Non-Financial Assets’

MTAETAMEBRENTEEL PastE"
Novation of Derivatives and Continuation of Hedge
Accounting’

—E-EE_T-_FRPRAVBREEZ
FEHRR*
Annual Improvements to HKFRSs 2010-2012 Cycle?

—E-E_T-=FBHREEMBEREELELNZ
FENRR?
Annual Improvements to HKFRSs 2011-2013 Cycle?

SRTHAES
Financial Instruments®

EERLERES
Regulatory Deferral Accounts®

e
Levies'

! Effective for annual periods beginning on or after 1 January 2014.

2 Effective for annual periods beginning on or after 1 July 2014.

3 Available for application — the mandatory effective date will be determined
when the outstanding phases of HKFRS 9 are finalised.

Effective for annual periods beginning on or after 1 July 2014, with limited

exceptions.
5 Effective for annual periods beginning on or after 1 January 2016.
6 Effective for annual periods on or after 1 January 2016.

The EAA is in the process of assessing the potential impact
and anticipates that the application of the new and revised
HKFRSs will have no material impact on the results and the
financial position of the EAA.
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ESTATE AGENTS AUTHORITY hENRBEER

Significant Accounting Policies

The financial statements have been prepared under the
historical cost basis and in accordance with Hong Kong
Financial Reporting Standards issued by the HKICPA and the
Estate Agents Ordinance. The significant accounting policies
adopted are as follows:

Revenue recognition

Income from issuing licences is recognised on a straight-line
basis over the life of the licence.

Income from examinations is recognised on the date of the
examination.

Interest income from a financial asset is recognised when it is
probable that economic benefits will flow into the EAA and the
amount of income can be measured reliably. Interest income
is accrued on a time basis, by reference to the principal
outstanding and at the effective interest rates applicable,
which is the rate that exactly discounts the estimated future
cash receipts through the extracted life of the financial asset
to that asset’s net carrying amount on initial recognition.

Property, plant and equipment

Property, plant and equipment are stated in the statement
of financial position at cost less subsequent accumulated
depreciation and subsequent accumulated impairment
losses, if any.

Depreciation is recognised so as to write off the cost of
items of property, plant and equipment less their residual
values over their estimated useful lives, using the straight-
line method. The estimated useful lives, residual values and
deprecation method are reviewed at the end of each reporting
period, with the effect of any changes in estimate accounted
for on a prospective basis.

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any
gain or loss arising on the disposal or retirement of an item of
property, plant and equipment is determined as the difference
between the sales proceeds and the carrying amount of the
asset and is recognised in profit or loss.
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Financial Statements

Impairment losses on tangible assets

At the end of the reporting period, the EAA reviews the
carrying amounts of its tangible assets to determine whether
there is any indication that those assets have suffered an
impairment loss. If any such indication exists, the recoverable
amount of the asset is estimated in order to determine
the extent of the impairment loss, if any. When it is not
possible to estimate the recoverable amount of an individual
asset, the EAA estimates the recoverable amount of the
cash-generating unit to which the asset belongs. Where
a reasonable and consistent basis of allocation can be
identified, corporate assets are also allocated to individual
cash-generating units, or otherwise they are allocated to
the smallest group of cash-generating units for which a
reasonable and consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less costs to
sell and value in use. In assessing value in use, the estimated
future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific
to the asset for which the estimates of future cash flows have
not been adjusted.

If the recoverable amount of an asset (or a cash-generating
unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (or a cash-generating unit) is
reduced to its recoverable amount. An impairment loss is
recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but so that the increased
carrying amount does not exceed the carrying amount that
would have been determined had no impairment loss been
recognised for the asset (or a cash-generating unit) in prior
years. A reversal of an impairment loss is recognised as
income immediately.
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ESTATE AGENTS AUTHORITY hENRBEER

Financial instruments

Financial assets and financial liabilities are recognised on
the statement of financial position when the EAA becomes
a party to the contractual provisions of the instrument.
Financial assets and financial liabilities are initially measured
at fair value. Transaction costs that are directly attributable
to the acquisition or issue of financial assets and financial
liabilities are added to or deducted from the fair value of the
financial assets or financial liabilities, as appropriate, on initial
recognition.

Financial assets

The EAA’s financial assets are classified as loan and
receivables. The classification depends on the nature and
purpose of the financial assets and is determined at the time
of initial recognition. All regular way purchases or sales of
financial assets are recognised and derecognised on a trade
date basis. Regular way purchases or sales are purchases or
sales of financial assets that require delivery of assets within
the time frame established by regulation or convention in the
marketplace.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial asset and of allocating interest
income over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash receipts
(including all fees on points paid or received that form an
integral part of the effective interest rate, transaction costs
and other premiums or discounts) through the expected life of
the financial asset, or, where appropriate, a shorter period to
the net carrying amount on initial recognition.

Interest income is recognised on an effective interest basis.

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
an active market. Subsequent to initial recognition, loans and
receivables (including debtors and bank balances) are carried
at amortised cost using the effective interest method, less any
impairment losses (see accounting policy on impairment loss
on financial assets below).
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Financial Statements

Impairment of financial assets

Financial assets are assessed for indicators of impairment
at the end of the reporting period. Financial assets are
considered to be impaired where there is objective evidence
that, as a result of one or more events that occurred after the
initial recognition of the financial asset, the estimated future
cash flows of the financial assets have been affected.

Objective evidence of impairment could include:

° significant financial difficulty of the issuer or
counterparty; or

o breach of contract, such as default or delinquency in
interest or principal payments; or

° it becoming probable that the borrower will enter
bankruptcy or financial re-organisation; or

° Disappearance of an active market for that financial
asset because of financial difficulties.

For certain categories of financial asset, such as debtors,
assets that are assessed not to be impaired individually are,
in addition, assessed for impairment on a collective basis.
Objective evidence of impairment for a portfolio of receivables
could include the EAA’s past experience of collecting
payments, an increase in the number of delayed payments in
the portfolio past the average credit period, and observable
changes in local economic conditions that correlate with
default on receivables.
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For financial assets carried at amortised cost, the amount
of the impairment loss recognised is the difference between
the asset’s carrying amount and the present value of the
estimated future cash flows discounted at the financial asset’s
original effective interest rate.

The carrying amount of the financial asset is reduced by
the impairment loss directly for all financial assets with the
exception of debtors, where the carrying amount is reduced
through the use of an allowance account. When a debtor is
considered uncollectible, it is written off against the allowance
account. Subsequent recoveries of amounts previously
written off are credited to profit or loss.

For financial assets measured at amortised cost, if, in a
subsequent period, the amount of impairment loss decreases
and the decrease can be related objectively to an event
occurring after the impairment losses was recognised, the
previously recognised impairment loss is reversed through
profit or loss to the extent that the carrying amount of the
asset at the date the impairment is reversed does not exceed
what the amortised cost would have been had the impairment
not been recognised.

Financial liabilities
Financial liabilities are classified in accordance with the
substance of the contractual arrangements and the definition
of a financial liability.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest
rate is the rate that exactly discounts estimated future cash
payments (including all fess and points paid on received that
form an integral part of the effective interest rate, transaction
costs and other premiums or discounts) through the expected
life of the financial liability, or, where appropriate, a shorter
period to the net carrying amount on initial recognition.

Financial liabilities

Financial liabilities (including creditors and accruals) are
subsequently measured at amortised cost, using the effective
interest method.
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Financial Statements

Derecognition

The EAA derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire, or
when it transfers the financial asset and substantially all the
risks and rewards of ownership of the asset to another entity.
If the EAA neither transfers nor retains substantially all the
risks and rewards of ownership and continues to control the
transferred asset, the EAA continues to recognise the asset
to the extent of its continuing involvement and recognises
an associated liability. If the EAA retains substantially all the
risks and rewards of ownership of a transferred financial
asset, the EAA continues to recognise the financial asset and
also recognises a collateralised borrowing for the proceeds
received.

On derecognition of a financial asset in its entirety, the
difference between the asset’s carrying amount and the
sum of the consideration received and receivable and the
cumulative gain or loss that had been recognised in other
comprehensive income is recognised in profit or l0ss.

The EAA derecognises financial liabilities when, and only
when, the EAA’s obligations are discharged, cancelled or
expire. The difference between the carrying amount of the
financial liability derecognised and the consideration paid and
payable is recognised in profit or loss.

Leasing

Operating lease payments are recognised as an expense
on a straight-line basis over the lease term, except where
another systematic basis is more representative of the time
pattern in which economic benefits from the leased asset are
consumed.

In the event that lease incentives are received to enter
into operating leases, such incentives are recognised as a
liability. The aggregate benefit of incentives is recognised as
a reduction of rental expense on a straight-line basis, except
where another systematic basis is more representative of the
time pattern in which economic benefits from the leased asset
are consumed.
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Employee benefits

Employee leave entitlements
Employee entitlements to annual leave are recognised when
they accrue to employees.

A provision is made for the estimated liability for annual leave
as a result of services rendered by employees up to the end
of the reporting period.

Employee benefits — provident fund obligations

The EAA operates a mandatory provident fund scheme (“MPF
scheme”) in Hong Kong. The assets of the MPF scheme
are held in a separate trustee-administered fund. Both the
EAA and the employees are required to contribute 5% of the
employee’s relevant income up to a maximum of HK$1,250
(2012: HK$1,250) per employee per month. The EAA’s
contributions to the MPF scheme are expensed as incurred.

Critical Accounting Judgment and Key
Sources of Estimation Uncertainty

In the process of applying the EAA’s accounting policies,
which are described in note 3, management had made the
following judgments that have the most significant effect on
the amounts recognised in the financial statements.

Allowances for bad and doubtful debts of
debtors

Debtors are measured at initial recognition at fair value,
and are subsequently measured at amortised cost using
the effective interest method. Appropriate allowances for
estimated irrecoverable amounts are recognised in the
statement of comprehensive income when there is objective
evidence that the asset is impaired.

In determining individual allowances, the EAA has considered
that detailed procedures have been in place to monitor this
risk. In determining whether allowance for bad and doubtful
debts is required, the EAA takes into consideration the
aging status, the likelihood of collection and the estimated
discounted future cash flows. Specific allowance is made
for debtors that are unlikely to be collected. If the financial
conditions of these debtors were to deteriorate, resulting in an
impairment of their ability to make payments, allowances may
be required.



Financial Statements

5. BRE 5. Licence Fees
2014 2013
BT BIT
HK$ HK$
FEMREKA Total licence fees 72,166,934
6. ZH & 6. Examination Fee
2014 2013
BT BT
HK$ HK$
FEEHABWA Estate agents and salespersons
qualifying examinations 5,854,900 9,854,300
7. Bi1E 7. Taxation
BB EGOINIESTIE  BEER The EAA is exempt from Hong Kong Profits Tax under section
BEREHNEENGEH 87 of the Inland Revenue Ordinance.
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8. M¥- xERKSEHM -~ 8 Property,Plantand Equipment/
Deposit Paid for Acquisition of Property,
Plant and Equipment

125

EHERAGRE

WATEE RE  GAREE = H
Leasehold Motor  Furniture and
improvements vehicles fixtures Equipment Total
B BT BT B BT
HKS HKS HKS HKS HKS
KA COST
201294 A1 BER At 1 April 2012 3,647,098 557,264 1,797,836 0,068,440 15,070,638
FEERE Additions 601,138 - 89,760 1,002,035 1,692,933
VR Adjustment for the year (38,000) - - - (38,000)
Ba: Disposals - - (128,407) (195,243) (323,650)
R2013F3A31 BER At 31 March 2013 4.210,236 557,264 1,759,189 9,875,232 16,401,921
FEERNE Additions 355,217 - 52,990 848,370 1,256,577
Ba Disposals - - (36,485) (252,463) (288,948)
R2014F3A31 BER At 31 March 2014 4,565,453 557,264 1,775,694 10,471,139 17,369,550
nE DEPRECIATION
R2012E4A1BES At 1 April 2012 3,521,400 92,509 1,666,936 6,984,027 12,264,872
FEERE Provided for the year 199,003 163,101 39,899 801,225 1,203,228
EEES Adjustment for the year (38,000) - - - (38,000)
R Eliminated on disposals - - (128,407) (189,113) (317,520)
2013463 A31 B At 31 March 2013 3,682,403 255,610 1,578,428 7,596,139 13,112,580
DEBRE Provided for the year 298,675 163,102 53,534 842,991 1,358,302
B3] Eliminated on disposals - - (36,485) (251,436) (287,921)
201443 A 31 B At 31 March 2014 3,981,078 418,712 1,595,477 8,187,694 14,182,961
REFE NET BOOK VALUES
R2014F3A31 B At 31 March 2014 584,375 138,552 180,217 2,283,445 3,186,589
2013463 A31 B At 31 March 2013 527,833 301,654 180,761 2,279,093 3,289,341

ESTATE AGENTS AUTHORITY #hERIZEEER



10.

11.

ME  REBIEMHITEREH
TIAEBETE  REBERAEW

fi 565 P 4F TR 0 8 EL AR A - AR
BEERMT -
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REAKEE 20%
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Financial Statements

Depreciation is recognised so as to write off the cost of items
of property, plant and equipment over their estimated useful
lives, using the straight-line method, at the following rates per
annum:

20% or over the period of the
lease term if it is less than

Leasehold improvements

5 years
Motor vehicles 30%
Furniture and fixtures 20%

Equipment 20% to 30%

During the year, the EAA paid a deposit amounting
to HK$1,390,887 for the acquisition of an integrated
management information system and the total consideration
amounted to HK$5,866,587.

Held-to-maturity Investment

2014 2013
BT BT
HKS$ HK$

Certificate of deposit

2,029,742

BLTHEREBELIEES M IGET
AAXSMEETENEE1.5%
(2013 :1.5%) ' FIBEEHFZFERFEE
MM EARER2013F4 510 H

B HRE -
RTEHRRRE

RITEKRLKRSBEEEERER
M RRERAEEHBEAIOEI
H (2013 :90&92H ) EREF
0.01%ZEFHF0.58% (20134 :
FOOI1%EFFO0.75%) TNEM™
SR ERAEMNTHETER - &
ERRAZETEENEFEASRHE
HEHRAVFEEMES -

i S WA
A M N 95 0 FE R B B RS K

HEXHERER  REEER
M WA FE R BURFIE T R IR -

10.

11.

The certificate of deposit is not listed and carries interest at
1.5% (2013: 1.5%) per annum and has matured on 10 April
2013.

Bank Balances and Cash

Bank balances and cash comprise cash held by the EAA
and short-term bank deposits with a maturity of 90-92 days
(2013: 90-92 days) at prevailing market interest rates ranging
from 0.01% to 0.58% per annum (2013: 0.01% to 0.75%
per annum). The EAA considers that the carrying amounts of
these assets approximate their fair values.

Deferred Income

Deferred income represents licence fees received from estate
agents for a validity period, which are deferred according to
the EAA’s income recognition policy.
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12.

13.

14.
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C W IR R FE R

% E R E IR ER R A

12. Licence Applications Received

These represent monies paid by estate agents together

FHHEX WREEHDNER with the applications for the licences which were still being
I8 )RR o processed at the end of the reporting period.
B AR E 13. Capital Commitments
2014 2013
BT BT
HK$ HK$
ETﬂ’?ﬂE?fifM’JE’JHﬁZ%%% Capital expenditure in respect
iR M E AR of the acquisition of property,
plant and equipment:
— authorised but not contracted
for in the financial statements 6,185,000

ESRKYEARERE B RE

— contracted but not provided

4,475,000 -

BRI © SR M BRI Y in the financial statements

B M
EXEEOERE 14. Operating Lease Commitments
REER EERMEREFER

AAIRIEERBELHETAR KR
SR REEORBAENT

At the end of the reporting period, the EAA had commitments
for future minimum lease payments under non-cancellable
operating leases in respect of rented premises which fall due

as follows:

2014 2013
BT BT
HK$ HK$
—FR Within one year 8,143,836 8,143,836

—FEEFRFNA In the second to fifth year inclusive
(BEEMEBREEN) 4,750,571 12,894,407
12,894,407 21,038,243

BEROAEEEERMEET
PRAEEFNENEE HHF
HETEHA=F(2012: =F)

ESTATE AGENTS AUTHORITY #hERIZEER

Operating lease payments represent rentals payable by the
EAA for certain of its office premises. Leases are negotiated
for and rentals are fixed for an average term of three years
(2012: three years).
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a. TMTAES

Financial Statements

15. Capital Risk Management

The EAA’s capital comprises primarily the fund accumulated
since its incorporation and its objective when managing
capital is to ensure that the EAA will be able to continue as a
going concern so that it can continue to promote integrity and
competence of estate agents.

The EAA regularly reviews and manages its capital to ensure
adequacy for both the operational and capital needs. The EAA
operates a zero distribution policy with regard to surpluses
generated. All surpluses are transferred to the cumulative
fund for future operational needs. The EAA charges an annual
licence fees on the estate agent.

The EAA regularly reviews the need to increase licence fees to
ensure operational needs are fully covered.

16. Financial Instruments

a. Categories of financial instruments

2014 2013
BT BT
HK$ HK$

SMERE :

BRI HR
(RERSRASEEN)

BAEIIBRA

Financial assets:

Loans and receivables (including
cash and cash equivalents)

Held-to-maturity investment -

ZAVTSIE 190,604,061
2,029,742

EEAE

Financial liabilities:

LA SR AGTE 2 €88 &  Amortised costs

8,437,349

7,197,168
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Financial risk management objectives and
policies

The EAA’s major financial instruments include debtors,
bank balances and creditors and accruals. Details of the
financial instruments are disclosed in respective notes.
The risks associated with these financial instruments
include market risk (including interest rate risk), credit
risk and liquidity risk. The policies on how to mitigate
these risks are set out below. The management
manages and monitors these exposures to ensure that
appropriate measures are implemented in timely and
effective manner.

Market risk

Cash flow interest rate risk

The EAA is exposed to cash flow interest rate risk
through the impact of rate changes on interest bearing
financial assets. Interest bearing financial assets are
mainly balances with banks which are all short term in
nature. Therefore, any future variation in interest rates
will not have a significant impact on the results of the
EAA.

Credit risk

Credit risk refers to the risk that the counterparty will
default on its contractual obligations resulting in financial
loss to the EAA. The EAA’s exposure of its counter
parties are continuously monitored, received and
approved.

In order to minimise the credit risk, the EAA reviews the
recoverable amount of the receivables at the end of each
reporting period to ensure that adequate impairment
losses are made for irrecoverable amounts. In this
regard, the EAA considers that the EAA’s credit risk is
significantly reduced.

The credit risk on liquid funds is limited because the
counterparties are banks with good reputation.
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Financial Statements

Liquidity risk

Ultimate responsibility for liquidity risk management
rests with the management of the EAA, which has built
an appropriate liquidity risk management framework for
the management of the EAA’s short, medium and long-
term funding and liquidity management requirements.
The management of the EAA manages liquidity risk
by maintaining adequate reserves and continuously
monitors the forecast and actual cash flows.

Liquidity tables

The following tables detail the EAA’s remaining
contractual maturity for its non-derivative financial
liabilities on the agreed repayment terms. The tables
have been drawn up based on the undiscounted cash
flows of financial liabilities based on the earliest date on
which the EAA can be required to pay.

ik S8 REAR
BEBRAE  0FE30X 31Z60X ARAERHE REE
Weighted
average Total
effective 0-30 31-60 undiscounted Carrying
interest rate days days  cash flows amount
% BT BT BT BT

7,733,385 703,964 8,437,349 8,437,349

- 7,182,168 16,010 7,197,168 7,197,168

AFEE

ERMEENERAGBZIAYF
BEIRE-RIRZIEE
BAEF TEELUZKS
ABRBIAZRATERS
BERLEUIAZXZE®
B LNMRRERESNTR
EfE o

EERRR MBHRRBR
BENATHELIEREER
cREERASERAAQF
BEME

Fair values

The fair values of financial assets and financial liabilities
are determined in accordance with generally accepted
pricing models based on discounted cash flow analysis.

The EAA considers that the carrying amounts of financial
assets and financial liabilities recorded at amortised
cost in the financial statements approximate their
corresponding fair values.
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