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INDEPENDENT AUDITOR'’S REPORT

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

We have audited the financial statements of the Authority set out on
pages 86 to 104, which comprise the balance sheet as at 31 March
2009, 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 control
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 control 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 control. 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 2009 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

24 August 2009
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STATEMENT OF INCOME AND EXPENDITURE

FOR THE YEAR ENDED
31 MARCH 2009

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

Estate agent card expenses

Insurance

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

Service fees for examinations

Training activity expenses

Other expenses

Surplus for the year

2009
7T HK$

47,450,535
5,232,800
2,216,276

54,899,611

65,000
86,359
555,148

103,350
1,244,782

906,031
311,738
783,713
170,516
1,808,762

2,000,064
514,712
514,209
445,082

84,076
205,806

36,948,446

803,198
3,285,171
994,363
381,773
52,212,299
2,687,312

2008
BT HKS

44,519,199
4,113,600
4,415,983

8,000
53,056,782

65,000
92,301
443,207

115,656
1,276,449

854,868
387,079
806,458
129,090
1,813,803

2,001,956
700,570
432,018

1,051,707
144,852
488,219

33,943,223

757,186
1,748,783
1,122,647

501,496

48,876,568
4,180,214
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BALANCE SHEET

AT 31 MARCH 2009

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

Bz NOTES

2009
7T HK$

1,748,516

1,748,516

1,323,197
132,727,080
134,050,277

6,742,762
31,860,066

1,084,805
39,687,633
94,362,644
96,111,160
96,111,160

2008
BT HKS

2,411,255
2,015,801
4,427,056

1,762,819
7,877,000
118,691,231
128,331,050

5,205,780
32,859,987

1,268,491
39,334,258
88,996,792
93,423,848
93,423,848
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2009 and are signed on their behalf by:

ok

a3 Chairman

Vivien Chan

Rosanna Ure

The financial statements on pages 86 to 104 were approved and
authorised for issue by the members of the Authority on 24 August

Chief Executive Officer
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STATEMENT OF MOVEMENTS IN RESERVES

BZ2009F3 A31H FOR THE YEAR ENDED BN X HREA
IEFE 31 MARCH 2009 HEfRE HEEE EREE RBREAE At
Litigation Capital Licence fee
equalisation project concession Cumulative
reserve fund fund fund Total
AT HKS AT HKS AT HKS AT HKS AT HKS
20074 A1 H At 1 April 2007 9,750,000 25,634,346 = 53,859,288 89,243,634
ZFEER% Surplus for the year = = = 4,180,214 4,180,214
2008F3 A31H At 31 March 2008 and
K 2008F4 A1 H 1 April 2008 9,750,000 25,634,346 - 58,039,502 93,423,848
ZFEERR Surplus for the year - - - 2,687,312 2,687,312
REBEHEA Transfer from
cumulative fund = = 24,600,000  (24,600,000) =
20093 A31H At 31 March 2009 9,750,000 25,634,346 24,600,000 36,126,814 96,111,160

FRIEREBE/AAUAINEEE RNE TIRE
EEHFZEERR LFF - AR EXBE
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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 2009 included an amount
of HK$22,000,000 (2008: HK$22,000,000) which represents funds for
the possible acquisition of permanent office accommodation in the
future.

Licence fee concession fund caters for the cost of a one-off, six-month
licence fee concession to licensees.
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CASH FLOW STATEMENT

FOR THE YEAR ENDED
31 MARCH 2009

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

Increase (decrease) in creditors and accruals

(Decrease) increase in deferred income

(Decrease) increase in licence
applications received

Net cash from operating activities

Cash flows from investing activities
Purchase of property, plant and equipment
Interest received
Purchase of held-to-maturity investments
Proceeds from redemption of held-
to-maturity investments

Net cash from (used in) investing activities

Net increase 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

2009
BT HKS
2,687,312

(2,216,276)
1,244,782

1,715,818

60,066

1,536,982
(999,921)

(183,686)
2,129,259

(582,043)
2,595,832

9,892,801
11,906,590
14,035,849

118,691,231

132,727,080

132,727,080

2008
BT HKS
4,180,214

(4,415,983)
1,276,449

(8,000)
1,032,680
696,195

(526,775)
2,637,144

424,546
4,263,790

(705,866)

4,534,901
(3,971,601)

(142,566)
4,121,224
114,570,007

118,691,231

118,691,231

89




HWENREEES » 2008/09 E4R
BBRE

AR B FEE

HZE2009F3A31HILLEE

1.

90

&N

HERIEEE BRER 1997 F5 H 29 B8
RICHBEE IR IRBIDEK S - HE ERaE AlRE
HEREBENEFRERZT RENEEMNEFK
o REBEMENRIEER - BEE BRI
EREAFTERAUIABEBEFERRER
BN 4818 ©

AHBHERNBTE2H > REERNINES
ﬁgo

. BRI REER] 2 BB YR EXER

REE BERERBUTEESAMASHE
2 AR EREERFE([HEEVB

A ]) -

BB GFERFE R R BB
WEAERZF 798 (1BETAS)
HKAS 39 & HKFRS 7 (Amendments)

&5 (ERUBREREZAS) - RES 1§
HK(FRIC) = Int 11

&6 (BRMBRERERES) —2EF 1250
HK(FRIC) - Int 12

8 (BRMBERERERES) —2BF 145
HK(IFRIC) - Int 14
ERFE BV BREE L BB TRt

MR R MBI 2 B 25 77 A A
BEARE  FEAFLBENMAE -

EERYEREREMR NIERMERERZ
el M BRI R ~ (B IE e iE -

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2009

1.

GENERAL

The Authority 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 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.

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS

In the current year, the Authority has applied the following
amendments and interpretations (“‘new HKFRSs"), issued by the
Hong Kong Institute of Certified Public Accountants (“HKICPA”)
which are or have become effective.

EoBEeRmEE
Reclassification of Financial Assets

BEMBMELRE 25K - KEREFROHRZS
HKFRS 2 — Group and Treasury Share Transactions

RIS E LB
Service Concession Arrangements

BERGHLEE 195 —AERMNEEZRE EES
ERk R ME G BIER

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

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 not early applied the following new and revised
standards, amendments or interpretations that have been issued
but are not yet effective.




Estate Agents Authority « Annual Report 2008/09
Financial statements

BB IEIREER (1BE]4N) BB FSHERE 2ER 2 BiE

HKFRSs (Amendments) Improvements to HKFRSs!

BB ISR (BE]A) 2009 FH BRI 758 42 Rl 2 B2

HKFRSs (Amendments) Improvements to HKFRSs 20092

BB GFHERFE 15 (KIERT) Mgk 253

HKAS 1 (Revised) Presentation of Financial Statements®

BB GRS 235 (K85T) BB A3

HKAS 23 (Revised) Borrowing Costs?

BB GRS 27 5% (4BET) e MBI EREK

HKAS 27 (Revised) Consolidated and Separate Financial Statements*

BB EREHRE 15 (BFTA) BREAZITLHESRMIAREES

HKAS 32 & 1 (Amendments) Puttable Financial Instruments and Obligations Arising on
Liquidation?

BB RIS 395 (BFTAR) BEREIHRIEE ¢

HKAS 39 (Amendment) Eligible Hedged Items*

EENBMELENE 1 REEE KEN—FHMB AR - £RIEHEEB i E Qa2 AR

SHERIZE 2758 (IBETAS)

HKFRS 1 & HKAS 27 (Amendments) Cost of an Investment in a Subsidiary, Jointly Controlled Entity or
Associate?

BB SIS LERE 298 (BRI ) B RM R

HKFRS 2 (Amendment) Vesting Conditions and Cancellations?

BB E 2R 357 (85T E%BE0

HKFRS 3 (Revised) Business Combinations*

BB IEHRERERE 757 (BRI A) &b T EARREH 5R 2 B

HKFRS 7 (Amendment) Improving Disclosures about Financial Instruments?

BB IEIMELER|FE R e ER>

HKFRS 8 Operating Segments?

91




HWENREEES » 2008/09 E4R
BBRE

92

B (BEERTBHRE2EEES) —Z2BF IR
RBEABGETERIE 3958 (5] 4)

HK(FRIC) - Int 9 & HKAS 39
(Amendments)

B8 (BRMBREZREBREE) 2B 135
HK(FRIC) - Int 13

B8 (BRMBERE2BREE) -2ER 15%
HK(FRIC) - Int 15

AR (RN BRE2RBREE) 2B 165
HK(FRIC) - Int 16

&6 (BRMBRERERES) —2EF 1750
HK(FRIC) - Int 17

B8 (BARMBRERBREE) —2EF 185
HK(FRIC) - Int 18
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7200941 418 200997818 201061818
R BB EEER (RATBERME)
72009 1 A1 B2 BRARZ FEER

M 20094F 7 A1 B2 B RA 2 FRER
200946 A30 Ak 2 B AR EEAX
720084 7 A1 Bz AR FEER
72008 4F 10 A 1 Ak 2 & FtR 2 FE AR

WM 200047 A1 Bk 2 BT
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BMAXSTETAS

Embedded Derivatives’

BFAHMEE

Customer Loyalty Programmes®

FHIE 2 R %

Agreements for the Construction of Real Estate®

BISN SRR E F R 2 H

Hedges of a Net Investment in a Foreign Operation’

AEEADKIBREEE"

Distributions of Non-cash Assets to Owners*

BEFEECEE®

Transfers of Assets from Customers®

1 Effective for annual periods beginning on or after 1 January 2009 except the
amendments to HKFRS 5, effective for annual periods beginning on or after 1
July 2009

Effective for annual periods beginning on or after 1 January 2009, 1 July 2009
and 1 January 2010, as appropriate

Effective for annual periods beginning on or after 1 January 2009

Effective for annual periods beginning on or after 1 July 2009

Effective for annual periods ending on or after 30 June 2009

Effective for annual periods beginning on or after 1 July 2008

Effective for annual periods beginning on or after 1 October 2008

Effective for transfers on or after 1 July 2009

N

o N Oy AW

The Authority anticipates that the application of the new and
revised standards, amendments or interpretations will have no
material impact on the results and the financial position of the
Authority.
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. 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. 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.
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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.

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.
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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).

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
affected.
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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, and 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.

Financial liabilities
Financial liabilities are classified according to the substance of the

contractual arrangements entered into and the definitions of a
financial liability.
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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 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 expended 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.
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COST

At 1 April 2007
Additions

Disposals

At 31 March 2008
Additions

At 31 March 2009
DEPRECIATION

At 1 April 2007
Provided for the year
Eliminated on disposals
At 31 March 2008
Provided for the year
At 31 March 2009
NET BOOK VALUES
At 31 March 2009

At 31 March 2008

EERER2HM

5. TAXATION

The Authority is exempt from Hong Kong Profits Tax under
Section 87 of the Inland Revenue Ordinance.

PROPERTY, PLANT AND EQUIPMENT
WRAERE RE RARKE 2= st
Leasehold Motor  Furniture

improvements vehicles and fixtures Equipment Total
ABITHKS  BILHKS  BILHKS  BITHKS BT HKS
3,136,584 1,200,371 1636480 6463241 12,436,676
43,220 - 48334 622,312 713,866
- - (4,588) (118,000) (122,588)

3,179,804 1,200,371 1680226 6,967,553 13,027,954

- - 15,844 566,199 582,043

3,179,804 1,200,371 1696070 7,533,752 13,609,997
3,098,099 352396 1,249,883 4762455 9,462,838
31,900 360,111 172,927 711,511 1,276,449
- - (4,588) (118,000) (122,588)

3,129,999 712507 1418227 5355966 10,616,699
32,266 360,112 129,654 722,750 1,244,782
3,162,265 1,072,619 1,547,881 6,078,716 11,861,481
17,539 127,752 148,189 1455036 1,748,516
49,805 487,864 261,999 1,611,587 2411,255

ME - RIERBVMOITE REHEIAERE
T8 HARER M EEHE R F RN
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PWAEEE 20% AR ERFR X F HA
(R DRAEF)

B 30%

RAREE 20%

B2 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. HELD-TO-MATURITY INVESTMENTS

2009 2008

7 JT HKS ATT HKS

HNERSES (MizE)  Exchange fund notes - 9,892,801
TERME A ZHHT © Analysed for reporting purposes as:

ME Current - 7,877,000
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— 9,892,801
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The exchange fund notes were fully redeemed during the year.

. 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 0.30% per annum
t0 3.9% per annum (2008: 1.26% per annum to 4.82% per annum).
The Authority 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
Authority’s income recognition policy.

10.LICENCE APPLICATIONS RECEIVED

These represent monies paid by estate agents together with the
applications for the licences which were still being processed at
the balance sheet date.

11.MAJOR NON-CASH TRANSACTION

During the year ended 31 March 2008, the Authority traded in
property, plant and equipment with a carrying value of HK$8,000.
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12.CAPITAL COMMITMENTS

At the balance sheet date, the Authority had capital expenditure
authorised but not contracted for, amounting to HK$3,634,346
(2008: HKS3,634,346), in respect of purchase of property, plant and
equipment.

13.0OPERATING LEASE COMMITMENTS

At the balance sheet date, the Authority had commitments
for future minimum lease payments under non-cancellable
operating leases in respect of rented premises which fall due as
follows:

2009 2008
7 7T HKS P IT HKS
1,054,503 1,807,720

1,054,503
1,054,503 2,862,223
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Operating lease payments represent rentals payable by the
Authority for certain of its office premises. Leases are negotiated
for and rentals are fixed for an average term of three years.

14.CAPITAL RISK MANAGEMENT

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

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

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

107




HWENREEES » 2008/09 E4#R
BRRE

15&mMITE

a. ERTEEHA

TREE

Financial assets:

B R EWTIE (B1E  Loans and receivables

S ER

R MREEHEY)

LABE SN AN ETHE Financial liabilities:
ZEemasE Amortised costs

(including cash and cash equivalents)

Held-to-maturity investments

15.FINANCIAL INSTRUMENTS

a. Categories of financial instruments

2009 2008
78 JC HKS 7B 7T HKS
133,760,230 119,891,244
- 9,892,801

6,742,762 5,205,780

b. TRIEAMREEEBERECE
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b. Financial risk management objectives and policies

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 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.
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Credit risk

Credit risk refers to the risk that the counterparty will default
on its contractual obligations resulting in financial loss to the
Authority. The Authority’s exposure of its counterparties 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 good reputation.

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.
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Weighted
average Total
effective 0-30 31-60 undiscounted Carrying
interest rate days days cash flows amount
% AT HKS B ITHKS A ITCHKS B ITHKS
20094 2009
JESBRFA N ST IHE  Creditors and accruals = 6,685,105 57,657 6,742,762 6,742,762
2008 F 2008
JERTBRT St IER  Creditors and accruals - 5,132,350 73430 5,205,780 5,205,780
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c. Fairvalue

The fair values of financial assets and financial liabilities are
determined in accordance with generally accepted pricing
models based on discounted cash flow analysis using prices
from observable current market transactions and dealer
quotes for similar instruments.

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.
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