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Financial' Statements

INDEPENDENT AUDITOR'’S REPORT

TO THE MEMBERS OF THE ESTATE AGENTS AUTHORITY (the “Authority”)
WERIREER
(established in Hong Kong pursuant to the Estate Agents Ordinance)

We have audited the financial statements of the Authority set out
on pages 72 to 90, which comprise the balance sheet as at 31 March
2008, and the statement of income and expenditure, the statement of
movements in reserves and the cash flow statement for the year then
ended, and a summary of significant accounting policies and other
explanatory notes.

Authority’s responsibility for the financial statements

The Authority is responsible for the preparation and the true and fair
presentation of these financial statements in accordance with Hong
Kong Financial Reporting Standards issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA"). This responsibility includes
designing, implementing and maintaining internal controls relevant to
the preparation and the true and fair presentation of financial statements
that are free from material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies; and making
accounting estimates that are reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements
based on our audit and to report our opinion solely to you, as a body,
in accordance with section 12 of the Estate Agents Ordinance, and for
no other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report. We conducted
our audit in accordance with Hong Kong Standards on Auditing issued
by the HKICPA. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance as to whether the financial statements are free from material
misstatement.
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An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the financial statements. The procedures
selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor
considers internal controls relevant to the Authority’s preparation
and true and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances but
not for the purpose of expressing an opinion on the effectiveness of
the Authority's internal controls. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the Authority, as well as evaluating the
overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements give a true and fair view of the
state of the Authority’s affairs as at 31 March 2008 and of its surplus
and cash flows for the year then ended in accordance with Hong Kong
Financial Reporting Standards.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

29 August 2008
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REFRBR

STATEMENT OF INCOME AND EXPENDITURE

FOR THE YEAR ENDED
31 MARCH 2008

Income

Licence fees

Examination fees

Interest income

Gain on disposal of property, plant and equipment

Expenditure

Auditor’s remuneration

Business trip

Community education expenses

Complaints, investigation and disciplinary
proceedings expenses

Depreciation

Equipment maintenance and
communication expenses

Licence identity card expenses

Insurance

Motor vehicle operating expenses

Office accommodation and other 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

Service fees for examinations

Training activity expenses

Other expenses

Surplus for the year

2008 2007
BT HKS 7B TT HKS
44,519,199 43,768,550
4,113,600 3,687,200
4,415,983 4,586,666
8,000 83478
53,056,782 52,125,894
65,000 65,000
92,301 26,184
443,207 711,708
115,656 399,160
1,276,449 1,852,359
854,868 874,182
387,079 375615
806,458 944,941
129,090 117,224
1,813,803 1,735319
2,001,956 1,628,509
700,570 1,393,865
432,018 622,146
1,051,707 501,402
144,852 124,157
488,219 706,151
33,943,223 32,198,129
757,186 730,404
1,748,783 1,487,174
1,122,647 2,458,530
501,496 536,378
48,876,568 49,488,537
4,180,214 2,637,357
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BALANCE SHEET

31 MARCH 2008

Non-current assets

Property, plant and equipment
Held-to-maturity investments

Current assets

Debtors, prepayments and deposits
Held-to-maturity investments

Bank balances and cash

Current liabilities
Creditors and accruals
Deferred income

Licence applications received

Net current assets
Reserves

K1aE NOTES

2008 2007
BT HKS PETT HKS
2,411,255 2,973,838
2,015,801 5,921,200
4,427,056 8,895,038
1,762,819 2,577,932
7,877,000 -
118,691,231 114,570,007
128,331,050 117,147,939
5,205,780 5,732,555
32,859,987 30,222,843

1,268,491 843,945
39,334,258 36,799,343
88,996,792 80,348,596
93,423,848 89,243,634

HNFE72EE 0 B 2 R RN 2008 F 8 A 29 H
EEEREENEIERRERM - WHNL TR

REE

FE

R | 3t
7T

and are signed on their behalf by:

Steven Poon Kwok-lim

The financial statements on pages 72 to 90 were approved and
authorised for issue by the members of the Authority on 29 August 2008

Sandy Chan Pui-shan
Chief Executive Officer
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REEER

STATEMENT OF MOVEMENTS IN RESERVES

HZ 2008 F FOR THE YEAR ENDED HitN B
3A3HLEE 31 MARCH 2008 YR E EHHES ZERE et
Litigation Capital
equalisation project  Cumulative
reserve fund fund Total
PETT HKS PETT HKS 7B TT HKS PETT HKS
20065F4 A1 H At 1 April 2006 9,000,000 25,634,346 51,971,931 86,606,277
RERHR Surplus for the year - - 2,637,357 2,637,357
HREBEREA Transfer from cumulative fund 750,000 - (750,000) -
20073 H31H At 31 March 2007
2007418 and 1 April 2007 9,750,000 25,634,346 53,859,288 89,243,634
RERER Surplus for the year - - 4,180,214 4,180,214
20083 A 31 H At 31 March 2008 9,750,000 25,634,346 58,039,502 93,423,848

FRDERERAANEEERNE TRER
ERZBEREL L5 AR LR B E ST
SIBMMERRAE - EEREBFENBEERERY
RERFIRERROEFEE - HBFREERE
BREGURE RIGHEE -

BEXBRESRANXNERERBZENER
HERA - EERBFENIEA RBRHTER
FREEAEBES AHEANRBESERN
RERTEHEER

HZE2008F3A31H EATHEESBDETESRE
H 12 0] B2 B8 B ok A 3 A =AY 238 22,000,000 7 7T
(2007 : 22,000,000 TT) ©

The litigation equalisation reserve caters for the cost of litigation arising
from some of the Authority’s decisions being appealed to the Appeal
Panel or challenged in court. An annual 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 Authority.

Capital project fund caters for the cost of capital projects, as approved
by the Authority. 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 Authority.

Capital project fund balance at 31 March 2008 included an amount of
HK$22,000,000 (2007: HK$22,000,000) which represents funds for the
possible acquisition of permanent office accommodation in the future.
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CASH FLOW STATEMENT

FOR THE YEAR ENDED
31 MARCH 2008

Cash flows from operating activities
Surplus for the year
Adjustments for:
Interest income
Depreciation
Gain on disposal of property,
plant and equipment
Operating cash flows before
movements in working capital
Decrease in debtors, prepayments and deposits
(Decrease) increase in creditors and accruals

Increase in deferred income
Increase (decrease) in licence
applications received
Net cash from operating activities
Cash flows from investing activities
Proceeds from disposal of property,
plant and equipment
Purchase of property, plant and equipment
Interest received
Purchase of held-to-maturity investments
Net cash used in investing activities
Net increase (decrease) in cash
and cash equivalents
Cash and cash equivalents at
the beginning of the year
Cash and cash equivalents at the end of the year

Analysis of balances of cash and cash equivalents:

Bank balances and cash

2008 2007
78 7t HKS B IT HKS
4,180,214 2,637,357
(4,415,983) (4,586,666)
1,276,449 1,852,359
(8,000) (83,478)
1,032,680 (180,428)
696,195 554,408
(526,775) 124,293
2,637,144 837,174
424,546 (972,707)
4,263,790 362,740

- 770

(705,866) (1,459,570)
4,534,901 4,534,082
(3,971,601) (5,921,200)
(142,566) (2,845,018)
4,121,224 (2,482,278)
114,570,007 117,052,285
118,691,231 114,570,007
118,691,231 114,570,007
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2008

1. GENERAL
The Authority was established with the principal functions of
promoting integrity and competence of estate agents and issuing
estate agents’ licenses 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 Authority 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 Authority.

2. APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL

REPORTING STANDARDS
In the current year, the Authority has applied, for the first time, the
following new standard, amendment and interpretations (“new
HKFRSs") issued by the Hong Kong Institute of Certified Public
Accountants (the "HKICPA"), which are effective for the current year
beginning on 1 April 2007.

BAKE

Capital Disclosures

ST A : #FE
Financial Instruments: Disclosures

ERBAB S ERNE 20 SRR BEWREEN SRS
ZBITE

Applying the Restatement Approach under HKAS 29
Financial Reporting in Hyperinflationary Economies

EEVGHmEERFE 25 HE
Scope of HKFRS 2

BEHHEMSIIATA

Reassessment of Embedded Derivatives



2007/08 ££££3%  Annual Report 2007/08 79

RS

Financial Statements

|

B8 (ARABRERER
HK(FRIC)-Int 10

2 ) —BEE 105

\

R (BRI BREREREE) -2BF 1R
HK(FRIO)-Int 11

ERFB RV B RELENE Y B AT BES
HERELM RN 2 REN 2N T AL EE
A& AEBFELBEDRRFE -

EERCEYERBEESHENE 1RUEFT
) REBHBRERNE 7R IBERE - 1
BERRERBEFEE 2R ZRELT
ZETEME TR - MREFSSTELE
15 (BRTA) R BB BREERIE 7R 2 HAE
REZERALBRERNENAFEERZS -

EERTEREFEM NIERMERERZH
FIEERI - (BRI - EE RN - BA%T
R R RRES T EHEERZFENY
AR ERE M EATE -

BEASFERE 157 (K185])
HKAS 1 (Revised)

EAEFERSE 239 (LIE5T)
HKAS 23 (Revised)

ERSEIERISE 27 5% (&1EE])
HKAS 27 (Revised)

BB ERE 325 M E 158 ((BETA)
HKAS 32 & 1 (Amendments)

h B S R SRR

Interim Financial Reporting and Impairment

EEMBRELEANE 25 - KENEFRNZS
HKFRS 2: Group and Treasury Share Transactions

The adoption of the new HKFRSs had no material effect on how
the results and financial position for the current or prior accounting
periods have been prepared and presented. Accordingly, no prior
period adjustment has been required.

The Authority has applied the disclosure requirements under HKAS
1 (Amendment) and HKFRS 7 retrospectively. Certain information
presented in prior period under the requirements of HKAS 32 has
been removed and the relevant comparative information based on
the requirements of HKAS 1 (Amendment) and HKFRS 7 has been
presented for the first time in the current year.

The Authority has not early adopted the following new standards,
amendments or interpretations that have been issued but are not
yet effective. The Authority anticipates that the application of these
standards, amendments or interpretations will have no material
impact on the results and the financial position of the Authority.

MR 225

Presentation of Financial Statements'

fEERA

Borrowing Costs'

iR MBI MR

Consolidated and Separate Financial Statements?

EREAZADHECHITIAREE
Puttable Financial Instruments and Obligations Arising
on Liquidation'
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Vesting Conditions and Cancellations'

XBast?

Business Combinations?

BIESRI

Operating Segments!

BRA% FR 2 B

Service Concession Arrangements?

EPBHBER 8

Customer Loyalty Programmes*

G ERE
HiEERBFR®

HKAS 19 — The Limit on a Defined Benefit Asset,
Minimum Funding Requirements and their Interaction?

19 —REXBEEL LR - REESERK

! Effective for annual periods beginning on or after 1 January 2009
2 Effective for annual periods beginning on or after 1 July 2009
3 Effective for annual periods beginning on or after 1 January 2008
* Effective for annual periods beginning on or after 1 July 2008



2007/08 ££££3%  Annual Report 2007/08 81

RS

Financial Statements

3. FEETHHER 3. SIGNIFICANT ACCOUNTING POLICIES

$Bﬁ“$&2\%ﬂﬁﬁﬁﬁ%ﬂ2$ﬁi%§ﬁ%jﬁﬁﬁ§§
SRR RS RMANE B B RS LR -

I%%ﬁﬁ MR NT
WA TR
W R A T AR i PR AR A B 4R 0 VA ABR

ZHWATIRIEZ B AR

FRMEBWATIRIESFS
o IMABLBIAK

NN N RER ]

I3 ~ REREEM
e RSN E Tﬁm&ﬁ”ﬁkﬁﬂﬁé%ﬁﬁ%
K RIERERTE (1A ) R5IRR

ME - RIEEB|MOFEDNERETE 2
B RAR B (R A R S 7T M EL AR RIER
EEMEEERA

MxE -~ RERER MB/\Hj’%Hj&TEHH% IR
REETSEERREBER mbT R TR - &
IR A E PSR 28 (BRI F R I %
IEH ﬁﬁﬁigﬁﬁﬁ%gﬁ ERIEHERZIAR ZF
Bt AR

A
EERERSAGH AR AW AR
MEE(E  NETATEARRRSAEDY

BREBBRNTR - Wbt EE 2 TREEE
BEREKREE AIEREEZREEIIRE

HA[WEEE - BEEEERER AR

R E R ERE R M - RIE & 2 MR (B R IE 0
EHAWEEEZERTGE - B INZRE
ETNSBEBZEENBEFEALELRER L
BREME - PTEIE 2 BEE RN HERRBUA o

The financial statements have been prepared under the historical
cost basis and in accordance with Hong Kong Financial Reporting
Standards issued by the HKICPA. The principal 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 is accrued on a time proportion basis on the principal
amounts outstanding and at the interest rates applicable.

Property, plant and equipment

Property, plant and equipment are stated at cost less subsequent
accumulated depreciation and accumulated impairment losses, if
any.

Depreciation is provided to write off the cost of items of property,
plant and equipment over their estimated useful lives and after taking
into account their estimated residual value, using the straight-line
method.

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
derecognition of the asset (calculated as the difference between
the net disposal proceeds and the carrying amount of the item) is
included in the statement of income and expenditure in the year in
which the item is derecognised.

Impairment of assets

At each balance sheet date, the Authority reviews the carrying
amounts of its assets to determine whether there is any indication
that those assets have suffered an impairment loss. If the
recoverable amount of an asset is estimated to be less than its
carrying amount, the carrying amount of the asset is reduced to its
recoverable amount. An impairment loss is recognised as an expense
immediately.

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 in prior years. A
reversal of an impairment loss is recognised as income immediately.
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Financial instruments

Financial assets and financial liabilities are recognised on the balance
sheet when the Authority 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 Authority's financial assets are mainly loan and receivables and
held-to-maturity investments. 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. Income is recognised on an effective interest basis
for debt instruments.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
At each balance sheet date 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 of financial
assets below).

Held-to-maturity investments

Held-to-maturity investments are non-derivative financial assets
with fixed or determinable payments and fixed maturities that
the Authority’s management has the positive intention and ability
to hold to maturity. At each balance sheet date subsequent to
initial recognition, held-to-maturity investments are measured at
amortised cost using the effective interest method, less any identified
impairment losses (see accounting policy on impairment of financial
assets below).
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Impairment of financial assets

Financial assets are assessed for indicators of impairment at each
balance sheet date. Financial assets are 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
impacted.

For certain categories of financial asset, such as debtors, assets
that are assessed not to be impaired individually are subsequently
assessed for impairment on a collective basis. Objective evidence of
impairment for a portfolio of receivables could include the Authority’s
past experience of collecting payments, an increase in the number
of delayed payments in the portfolio past the average credit period,
observable changes in local economic conditions that correlate with
default on receivables.

For financial assets carried at amortised cost, an impairment loss is
recognised in profit or loss when there is objective evidence that
the asset is impaired, and is measured as the difference between the
asset’s carrying amount and the present value of the estimated future
cash flows discounted at the 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
receivables where the carrying amount is reduced through the use
of an allowance account. Changes in the carrying amount of the
allowance account are recognised in profit or loss. When a receivable
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.
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Financial liabilities

Financial liabilities are classified according to the substance of the
contractual arrangements entered into and the definitions 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 through the
expected life of the financial liability, or, where appropriate, a shorter
period.

Financial liabilities

Financial liabilities including creditors and accruals are initially
measured at fair value and are subsequently measured at amortised
cost using the effective interest method.

Derecognition

Financial assets are derecognised when the rights to receive cash
flows from the assets expire or, the financial assets are transferred and
the Authority has transferred substantially all the risks and rewards
of ownership of the financial assets. On derecognition of a financial
asset, 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 directly in equity is recognised
in profit or loss.

Financial liabilities are derecognised when the obligation specified
in the relevant contract is discharged, cancelled or expires. The
difference between the carrying amount of the financial liability
derecognised and the consideration paid and payable is recognised
in profit or loss.

Operating leases

Leases are classified as operating leases whenever the terms of
the lease do not transfer substantially all the risks and rewards of
ownership to the lessees.

Rental payables under operating leases are charged to the statement
of income and expenditure on a straight line basis over the terms of
the relevant leases.
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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 balance sheet
date.

Employee benefits — provident fund obligations

The Authority 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 Authority and the
employees are required to contribute 5% of the employee’s relevant
income up to a maximum of HK$1,000 per employee per month.
The Authority’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 Authority’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 loans and receivables
Loans and receivables 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 income and expenditure
when there is objective evidence that the asset is impaired.

In determining individual allowances, the Authority 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 Authority takes into consideration the ageing status,
the likelihood of collection and the estimated discounted future cash
flows. Specific allowance is made for loans and receivables 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.

. TAXATION

The Authority is exempt from Hong Kong Profits Tax under Section 87
of the Inland Revenue Ordinance.
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R 200654 A1 BE&
RHAR A

R
#2007 %3 A 31 BEH
RERR

i

F2 20084 3 A 31 B&E#4
REFE

R 20086 3 A 31 BEH
#2007 % 3 A 31 B&#

COST

At 1 April 2006
Additions

Disposals

At 31 March 2007
Additions

Disposals

At 31 March 2008
DEPRECIATION

At 1 April 2006
Provided for the year
Eliminated on disposals
At 31 March 2007
Provided for the year
Eliminated on disposals
At 31 March 2008

NET BOOK VALUES

At 31 March 2008

At 31 March 2007

6. PROPERTY, PLANT AND EQUIPMENT

PAERE nE KAREE ) At
Leasehold Motor  Furniture

improvements vehicles andfixtures Equipment Total
ABITHKS  BITHKS  BITHKS  BITHKS  BITHKS
3,095,534 762,728 1,567,038 5888171 11313471
41,050 754,497 75,630 808,393 1,679,570

- (316,854) (6,188) (233,323) (556,365)

3,136,584 1,200,371 1,636,480 6463241  12436,676
43,220 = 48,334 622,312 713,866

- - (4,588) (118,000) (122,588)

3,179,804 1,200,371 1,680,226 6,967,553 13,027,954
2,354,598 185417 1,117,744 4,371,793 8,029,552
743,501 349,170 138,332 621,356 1,852,359

- (182,191) (6,188) (230,694) (419,073)

3,098,099 352,396 1,249,838 4,762,455 9,462,838
31,900 360,111 172,927 711,511 1,276,449

- - (4,588) (118,000) (122,588)

3,129,999 712,507 1,418,227 5355966 10,616,699
49,805 487,864 261,999 1,611,587 2,411,255
38,485 847,975 386,592 1,700,786 2,973,838

ME - R RV ITE LB IAB AR
8 mAREANGFHEAFRBEBEEAE -

PR E R ¢

WAEEE 20% SARIEAR 49 & 5
(AR EF)

RE 30%

RARKESE 20%

21

20% 2 30%

Depreciation and amortisation are provided 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:

Leasehold improvements

Motor vehicles

Furniture and fixtures

Equipment

20% or over the period of the lease
term if it is less than 5 years

30%

20%

20% to 30%
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7. BEZEIHRE 7. HELD-TO-MATURITY INVESTMENTS

2008 2007
7 T HKS A IT HKS
INER S FF (BIFE) Exchange funds notes (Note) 9,892,801 5,921,200
FEAFRE B2 DA - Analysed for reporting purposes as:
mE Current 7,877,000 —
FEME Non-current 2,015,801 5,921,200
9,892,801 5,921,200
Kz Note:
RAZRERE DHERE X BT F 2.52% 5 3.80% (2007 Held to maturity investments represent exchange funds notes bearing coupon

F: FE252%E334%) ZINEERES » BIRZHR—F
BLRME -

& E A BREE A 2,015,801 % 7T (2007 4F « 4) - BIHA
#2009 5 A 16 B ZINEESES + EREER 200845
H16 BiZAIEEE -

. IRITERERS
RITERERSREEERFANIAEME
ABHHABOENHBREF126%EFE
482%(2007 F : TBF 2.95% B FF 456%) TEH
MIGFEFENRERITER ﬁ**%w 354
EEENROSREANTEBERE

PN

. EEWA

EFEWA SR I ROR B IR A R /O e FR
ER REEERNBAERBRIERETR
#

10. E YRR R B FUR

10.

interest rate ranging from 2.52% per annum to 3.80% per annum (2006: 2.52% per
annum to 3.34% per annum) with maturity over one year but less than two years.

The exchange fund note which will mature on 16 May 2009 with the carrying value
of HK$2,015,801 as at the balance sheet date (2007: Nil) has been subsequently
early redeemed on 16 May 2008.

BANK BALANCES AND CASH

Bank balances and cash comprise cash held by the Authority and
short-term bank deposits with an original maturity of 90-92 days at
prevailing market interest rates ranging from 1.26% per annum to
4.82% per annum (2007: 2.95% per annum to 4.56% per annum).
The Authority considers that the carrying amount of these assets
approximates their fair value.

DEFERRED INCOME

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

LICENCE APPLICATIONS RECEIVED

ZERTAEMAENRIEER ERR B — AR These represent monies paid by estate agents together with the
WREE HNERIEF R FIE - application for the licences which were still being processed at the
balance sheet date.
FEREERS 11. MAJOR NON-CASH TRANSACTION

EERNAEEANNERFT AL SRS
8,000 75 7T, (2007 4F : 220,000 70 ) 5 - &RfE
N2 ©

During the year, the Authority traded in property, plant and
equipment with a carrying value of HK$8,000 (2007: HK$220,000).
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12. EAEE 12. CAPITAL COMMITMENTS
2008 2007
& TT HKS P TT HKS
EREERRL Authorised but not contracted for 3,634,347 3,831,584
BENERERE Contracted but not provided for - 41,194
3,634,347 3,872,778
13. &R ERIE 13. OPERATING LEASE COMMITMENTS
REEH  EERREREFTR AR IEEE At the balance sheet date, the Authority had commitments for future
FAAVTE TR AR R AT B K A8 4 sRIB A& 40 minimum lease payments under non-cancellable operating leases in
N respect of rented premises which fall due as follows:
2008 2007
B TT HKS BT HKS
—FR Within one year 1,807,720 1,807,720
F_FEEFRFA In the second to fifth year inclusive
(BEEMEBEEN) 1,054,503 2,862,223
2,862,223 4,669,943
EERAAEEEE RRAE THAZTETH Operating lease payments represent rentals payable by the Authority
FENTES - HAEHZTFTHIB=F o for certain of its office premises. Leases are negotiated for an average
term of three years.
14.¢@TE 14. FINANCIAL INSTRUMENTS
a. ST EER a. Categories of financial instruments
2008 2007
BT HKS ATT HKS
ERIEE ¢ Financial assets:
BN R IA Loans and receivables 119,891,244 116,593,477
REZIIHEE Held-to-maturity investments 9,892,801 5,921,200

LA SHR AN EHE Financial liabilities at amortised costs
ZERBE 5,205,780 5,732,555
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b. EREMREEBBERBER

b. Financial risk management objectives and policies
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The Authority’s major financial instruments include held-to-
maturity investments, 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 management manages and
monitors these exposures to ensure that appropriate measures
are implemented in a timely and effective manner.

Market risk

Cash flow interest rate risk

The Authority 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
and exchange fund notes 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 Authority.

Credit risk

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

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

The credit risk on liquid funds is limited because the
counterparties are banks with high credit-ratings.
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Liquidity risk

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

Liquidity table

The following table details the Authority’s remaining contractual
maturity for its non-derivative financial liabilities. The table
has been drawn up based on the undiscounted cash flows
of financial liabilities based on the earliest date on which the
Authority can be required to pay.

TS AEREE
BRR=E 0Z30K 31260 K TREME IREE
Weighted
average Total
effective undiscounted Carrying
interest rate 0-30 days 31-60 days cash flows amount
% BITHKS BITHKS BITHKS BITHKS
2008 2008
JERTBRFZ S EETIAE  Creditors and accruals = 5,132,350 73430 5,205,780 5,205,780
2007 2007
FERBRF M E5TIEE  Creditors and accruals - 5,732,555 - 5,732,555 5,732,555
ANEEE c. Fairvalue

TREENERBBELATFEERIRE -

AR EBBREETE -

EERRG  MBRR P IREHN AL
ZERMEERTRABRASREEQT

BERE -

The fair values of financial assets and financial liabilities are
determined in accordance with generally accepted pricing
models.

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



