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W EE R Statement of Income and Expenditure
EZE2018F3A31HILFE For the year ended 31 March 2018
2018 2017
Bt & BT BIT
NOTES HK$ HK$
WA Income
W2 AR & Licence fees 5 77,302,651 75,528,912
ERE Examination fees 6 8,231,550 6,191,900
FEW A Interest income 2,160,616 1,821,442
87,694,817 83,542,254
i Expenditure
1% ER AN N & Auditor’s remuneration 69,000 69,000
NBABHZ Community education expenses 1,965,972 2,066,662
125 - AERALEFHSZE  Complaints, investigation and
disciplinary proceedings expenses 148,250 141,309
e Depreciation 8 2,295,621 2,502,241
EMHEERENBNER Equipment maintenance and
communication expenses 1,602,470 1,475,579
MERIEES H Estate agent card expenses 90,630 97,389
IR B Insurance 1,182,436 1,104,952
REEEY Motor vehicle operating expenses 189,922 195,064
MAERABRRY Office accommodation and related
expenses 2,532,625 2,616,520
KEHERS — L RETF Operating lease rentals in respect of
land and buildings 9,095,937 9,097,586
g Postage 370,140 295,327
EN Il R 3T E Printing and stationery 469,220 408,368
HERGER Professional service fees 100,000 34,000
NEBIR N EE Public relations and liaison 34,567 37,873
EENMES Publicity and advertising 339,778 70,000
BITRA Staff costs
— & KoER — wages, salaries and allowances 51,302,637 49,827,444
— REIMATEEHZK — contributions to mandatory
provident fund scheme 1,442,438 1,401,910
ZARIGE Service fees for examinations 5,952,265 4,532,218
EIESFRAS Training activity expenses 816,957 689,023
HEx Other expenses 579,860 477,252
80,580,725 77,139,717
FREBLREMEEW 4% Surplus and total comprehensive
income for the year 7,114,092 6,402,537
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AR R TR Statement of Financial Position
1201843 A31H At 31 March 2018
2018 2017
B e BT BT
NOTES HK$ HK$
EMEBEE Non-current assets
Y - BBZI NG Property, plant and equipment 8 2,699,244 4,409,909
BEYE EIENREZ Deposit paid for acquisition of property,
BiEe plant and equipment 9 12,950,210 -
15,649,454 4,409,909
mENEE Current assets
AR - B RIERIZS Debtors, prepayments and deposits 3,994,762 3,775,077
JE 8K Time deposits 10 21,786,359 87,225,399
IRITEBR LIRS Bank balances and cash 10 211,393,631 147,932,054
237,174,752 238,932,530
mEAaE Current liabilities
FENBR N FEETTE B Creditors and accruals 8,963,443 10,949,365
TEFEW A Deferred income 11 62,921,218 57,878,462
B Uk b BR ER 55 708 Licence application fees received 12 4,235,492 4,924,651
76,120,153 73,752,478
MENE EFE Net current assets 161,054,599 165,180,052
BEERRBAEE Total assets less current liabilities 176,704,053 169,589,961
B Reserves 176,704,053 169,589,961

HNE108F 134 B 2 & REN 201847 H24 8  The financial statements on pages 108 to 134 were approved and

EHEREEEREZEKEM/ERRENE  XH

authorised for issue by the members of Estate Agents Authority on

TR EEZ 24 July 2018 and are signed on their behalf by:
2K FE TR William LEUNG Wing-cheung Ruby HON
*E 7T AEZL Chairman Chief Executive Officer
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#HEgE R Statement of Movements in Reserves
BHZE2018F3 A31 HILFE For the year ended 31 March 2018
B
BHEES RRERE #at
Capital Cumulative
project fund fund Total
BT BT BT
HK$ HK$ HK$
R2016F4 81 H At 1 April 2016 111,885,790 51,301,634 163,187,424
FRNEH Surplus for the year = 6,402,537 6,402,537
EREERIFREES Transfer to capital project fund 3,706,369 (3,706,369) =
R2017F3 A31HK At 31 March 2017 and 1 April 2017
20174818 115,592,159 53,997,802 169,589,961
FRNEAEHR Surplus for the year - 7,114,092 7,114,092
EREERIFERES Transfer to capital project fund 4,705,386 (4,705,386) =
7R20184F3 A31H At 31 March 2018 120,297,545 56,406,508 176,704,053

ERNEBESRANINEREHEREEER (A

Capital project fund caters for the cost of capital projects, as
THEBEEER)ZENERBEHKA - EEE /S  approved by Estate Agents Authority (“EAA"). Transfers will be
FERBERRERETERNBEZERERES

HKMEAREESERFAERTEME

made from the cumulative fund to the capital project fund or from
the capital project fund to the cumulative fund at the discretion of
EAA.

MR2018F 3 A31H BARBEESERTITAAER
1% BB K A A =R FIE 120,297,545 7% 7T (2017
£ : 115,592,159 1) o

Capital project fund balance at 31 March 2018 of HK$120,297,545
(2017: HK$115,592,159) represented funds for the acquisition of
permanent office accommodation in future.
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REREK Statement of Cash Flows
H=2018F3 A31HILFE For the year ended 31 March 2018
2018 2017
BT BIT
HK$ HK$
BEER OPERATING ACTIVITIES
FANAKB Surplus for the year 7,114,092 6,402,537
BB SIBELAE Adjustments for:
A EWA Interest income (2,160,616) (1,821,442)
e Depreciation 2,295,621 2,502,241
BEEASHEN L ERSRE Operating cash flows before movements in
working capital 7,249,097 7,083,336
FEUBRE SN « TEN FIE R IZ S 3N Increase in debtors, prepayments and deposits (281,303) (268,086)
FETBR SR K FEETIE B > Decrease in creditors and accruals (1,985,922) (1,727,385)
IEFE YA TE B0 Increase in deferred income 5,042,756 2,621,966
Bk BR ER S A Rt ) 150 (Decrease) increase in licence applications
received (689,159) 137,544
EEEBMEHRSFR NET CASH FROM OPERATING ACTIVITIES 9,335,469 7,847,375
RETER INVESTING ACTIVITIES
TRBUE HifE R Withdrawal of time deposits 65,439,040 -
FETHEFER Placement of time deposits - (3,620,331)
BEVE ML RE Purchase of property, plant and equipment (584,956) (143,800)
S =N Interest received 2,222,234 1,621,593
BEWE  WREREBZENMNESE  Deposit paid for acquisition of property,
plant and equipment (12,950,210) -
B EETE (TR )RS F5E NET CASH FROM (USED IN) INVESTING
ACTIVITIES 54,126,108 (2,142,538)
HRe MR EEWEINFEE NET INCREASE IN CASH AND
CASH EQUIVALENTS 63,461,577 5,704,837
FUNE e MIRESEFEEY CASH AND CASH EQUIVALENTS
AT THE BEGINNING OF THE YEAR 147,932,054 142,227,217
FRNFEERREEED CASH AND CASH EQUIVALENTS
AT THE END OF THE YEAR 211,393,631 147,932,054
e MIReEEMERDIT ANALYSIS OF BALANCES OF CASH AND
CASH EQUIVALENTS:
RITEBR LIRS Bank balances and cash 211,393,631 147,932,054
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Amendments to HKAS 7
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Amendments to HKAS 12
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Amendments to HKFRS 12
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Notes to the Financial Statements
For the year ended 31 March 2018

1.

General

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 EAA is 48th Floor,
Hopewell Centre, Queen’s Road East, Hong Kong.

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

Application of New and Amendments
to Hong Kong Financial Reporting
Standards ( “HKFRSs")

EAA has applied, the following amendments to HKFRSs issued
by the Hong Kong Institute of Certified Public Accountants
(“HKICPA") for the first time in the current year:

wEAE

Disclosure Initiative

WAERBRERELHEEE

Recognition of Deferred Tax Assets for Unrealised Losses

ERBEMBRELR —T——F_F
i)

As part of the Annual Improvements to HKFRSs 2012-2014
Cycle

—FBE FEH

The application of the above amendments to HKFRSs in the
current year has had no material effect on the EAA’s financial
performance and positions for the current and prior years
and/or on the disclosures set out in the financial statements.



B M E 1 o A 2 BB A R 0
BT RAEET

B At K R ATER A DA T E AR 1B R A 2
BB RS RN ] RERT A ¢

BB R EERF I
HKFRS 9

BB BREENF 155
HKFRS 15

BAMBHEEANE 165
HKFRS 16

BRMBREENF 175
HKFRS 17

A (ERMEHREREZES) —REL2%
HK(IFRIC) — Int 22

A (ERMBEHREREZES) —REL23%
HK(IFRIC) — Int 23

BB R ELERFE 2 RIS A
Amendments to HKFRS 2
BB R R E 45FIEFT A

Amendments to HKFRS 4

WA %54k 3¢ Financial Statements

2. Application of New and Amendments

to Hong Kong Financial Reporting
Standards ( “HKFRSs") (Continued)

New and revised HKFRSs in issue but not
yet effective

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

SR TA!
Financial Instruments’

REE# Wz R AARBER]!
Revenue from Contracts with Customers and the related
Amendments'

HE?
Leases?

REEE )

Insurance Contracts*

SNERZ B M FAMAR(E?

Foreign Currency Transactions and Advance Consideration’

PRSI HETE 1A SR 72 2

Uncertainty over Income Tax Treatments?

AR RERN KR SN DB RAE!
Classification and Measurement of Share-based Payment
Transactions'

HEEBNBRELRE 4R RSO —OEANT BN
HELERFEIRERT A"

Applying HKFRS 9 Financial Instruments with HKFRS 4
Insurance Contracts'
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CHEMEHRERZEBYBREE
RUFTRT RABRT A (40)

BB R EERE OIS A
Amendments to HKFRS 9

BB HHRELERFZ 105RETAR
ARG ERIE 28 BT A
Amendments to HKFRS 10 and HKAS 28

EBGTTERE 19REFT A
Amendments to HKAS 19

BB ERIE 28 RIEFT A
Amendments to HKAS 28

FREGRTERIZE 28 R IEFT A

Amendments to HKAS 28

BB EBFIERIZE 405 ERT A
Amendments to HKAS 40

BB Rk ERNEE]
Amendments to HKFRSs
R-B—\F—A— AR AR EE R ER
REZZ—NF—A— B2 BRABFERBER

ARFTE A Hik 2 12 FIAR A9 4 FE B A2 K
RN —F—F—ARZEFRENFE R ER

2w~ -

BRATRAIASH - EEREEER SN IE
ERT 2 BB M 53 & 2R A M) JB T & 1 B 75
BRETEATE -
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2. Application of New and Amendments

to Hong Kong Financial Reporting
Standards ( “HKFRSs") (Continued)

New and revised HKFRSs in issue but not
yet effective (Continued)

B E R TR RIS 1 2
Prepayment Features with Negative Compensation?

REEFEAMEN S LN ZANEELEIRAS

Sale or Contribution of Assets between an Investor and
its Associate or Joint Venture?

AHEMERT ~ MERE S A2

Plan Amendment, Curtailment or Settlement?

REE R REERRINREER?
Long-term Interests in Associates and Joint Ventures?

TERCERBMBIRELNN2014F £ 2016 FBH 2
BHEEBOE

As part of the Annual Improvements to
HKFRSs 2014-2016 Cycle'

REMEER

Transfers of Investment Property’

EEVBRERN T -—RFE_T—+FBEH
INFE D2
Annual Improvements to HKFRSs 2015-2017 Cycle?

L Effective for annual periods beginning on or after 1 January 2018

2 Effective for annual periods beginning on or after 1 January 2019

8 Effective for annual periods beginning on or after a date to be
determined

3 Effective for annual periods beginning on or after 1 January 2021

Except as described below, management of EAA does not
anticipate that the application of the new and revised HKFRSs
will have material impact on the financial statements.



CHEMEHRERZEBYBREE
RUFTRT RABRT A (40)
ERVBHREENFIREMTA
BRI HRESENFEIRHIEEHERE
E eRAEIBNGE  —REPEFTHE
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HEERAMNEBYBRELNEIRTE
MET

s MABEAVBHMEEFIRHER
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SRNEBEFE - REME  RENR
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2. Application of New and Amendments
to Hong Kong Financial Reporting
Standards ( “HKFRSs") (Continued)

New and revised HKFRSs in issue but not
yet effective (Continued)

HKFRS 9 Financial Instruments

HKFRS 9 introduces new requirements for the classification
and measurement of financial assets, financial liabilities,
general hedge accounting and impairment requirements for
financial assets.

Key requirements of HKFRS 9 which are relevant to EAA are:

o all recognised financial assets that are within the scope
of HKFRS 9 are required to be subsequently measured
at amortised cost or fair value. Specifically, debt
instruments that are held within a business model
whose objective is to collect the contractual cash flows,
and that have contractual cash flows that are solely
payments of principal and interest on the principal
outstanding are generally measured at amortised cost
at the end of subsequent accounting periods. Debt
instruments that are held within a business model
whose objective is achieved both by collecting
contractual cash flows and selling financial assets, and
that have contractual terms that give rise on specified
dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding, are
generally measured at fair value through other
comprehensive income (“FVTOCI”). All other debt
instruments and equity investments are measured at
their fair value at subsequent accounting periods. In
addition, under HKFRS 9, entities may make an
irrevocable election to present subsequent changes in
the fair value of an equity investment (that is not held
for trading) in other comprehensive income, with only
dividend income generally recognised in profit or loss.

WEREBEER ¢ 2017 /18 F3}

115




116

IR RS

Financial Statements

CHEMEHRERZEBYBREE
RUFTRT RABRT A (40)
BEEMBREZNFTIREMTA(RH)

e BERMEEMEMS  EHFBGIER
FIRIEMTE: BRRGAE] TR
EEAGEBEERAGERR  FEY
BHRELEMNFIRRAERBRAEES
BES - BHEERERATEZEERN
EHEAHKEREEBRRXEEY
EEBENEPAR  URREERR
BYARER AR ES - ]E 2 - HA
BREBLEEEEHEIAHEREEESE -

RIEEERN2018F3 A3 HMER I AR
RBREERE  EEREEEBBEIVARKEAE
B REENESRESEENATBERE

T EREE
FMETREENSRAGBKEEREBGE
A 395% T E Rt EMEEEETE -

BL1E

—RmE EEREEERY  KATEMB
SEAEIRNBEREEEERAKEHE
AR EEBRERE - MEERRBHKAG
EMTRMEENEMAREREE REARL
MR EEREIRRFTIRB AR ARELNE
EEiE -

ENEEREEEBN G  HEABTEUHR

SEAFIFNERSTEHEERNEER
MIBRRELERMBEE -

ESTATE AGENTS AUTHORITY e Annual Report 2017/18

2. Application of New and Amendments

to Hong Kong Financial Reporting
Standards ( “HKFRSs") (Continued)

New and revised HKFRSs in issue but not

yet effective (Continued)

HKFRS 9 Financial Instruments (Continued)

o in relation to the impairment of financial assets, HKFRS
9 requires an expected credit loss model, as opposed to
an incurred credit loss model under HKAS 39 Financial
Instruments: Recognition and Measurement (“HKAS
39"). The expected credit loss model requires an entity
to account for expected credit losses and changes in
those expected credit losses at each reporting date to
reflect changes in credit risk since initial recognition. In
other words, it is no longer necessary for a credit event
to have occurred before credit losses are recognised.

Based on EAA’s financial instruments and risk management
policies as at 31 March 2018, management of EAA anticipates
the following potential impact on initial application of HKFRS
9

Classification and measurement

All financial assets and financial liabilities will continue to be
measured on the same bases as are currently measured under
HKAS 39.

Impairment

In general, management of EAA anticipates that the
application of the expected credit loss model of HKFRS 9 will
result in earlier provision of credit losses which are not yet
incurred in relation to the EAA’s financial assets measured at
amortised costs and other items that subject to the
impairment provisions upon application of HKFRS 9 by EAA.

Based on the assessment by management of EAA, it is
anticipated that the application of the HKFRS 9 will have no
material financial impacts on the results and the financial
position of EAA.
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Application of New and Amendments
to Hong Kong Financial Reporting
Standards ( “HKFRSs") (Continued)

New and revised HKFRSs in issue but not
yet effective (Continued)

HKFRS 15 Revenue from Contracts with
Customers

HKFRS 15 was issued which establishes a single
comprehensive model for entities to use in accounting for
revenue arising from contracts with customers. HKFRS 15 will
supersede the current revenue recognition guidance including
HKAS 18 Revenue, HKAS 11 Construction Contracts and the
related interpretations when it becomes effective.

The core principle of HKFRS 15 is that an entity should
recognise revenue to depict the transfer of promised goods or
services to customers in an amount that reflects the
consideration to which the entity expects to be entitled in
exchange for those goods or services. Specifically, the
standard introduces a 5-step approach to revenue
recognition:

Step 1: Identify the contract(s) with a customer

o Step 2: Identify the performance obligations in the
contract

o Step 3: Determine the transaction price

o Step 4: Allocate the transaction price to the performance
obligations in the contract

o Step 5: Recognise revenue when (or as) the entity satisfies
a performance obligation

Under HKFRS 15, an entity recognises revenue when (or as) a
performance obligation is satisfied, i.e. when ‘control’ of the
goods or services underlying the particular performance
obligation is transferred to the customer. Far more prescriptive
guidance has been added in HKFRS 15 to deal with specific
scenarios. Furthermore, extensive disclosures are required by
HKFRS 15.
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2. Application of New and Amendments

to Hong Kong Financial Reporting
Standards ( “HKFRSs") (Continued)

New and revised HKFRSs in issue but not
yet effective (Continued)

HKFRS 15 Revenue from Contracts with
Customers (Continued)

In 2016, the HKICPA issued Clarifications to HKFRS 15 in
relation to the identification of performance obligations,
principal versus agent considerations, as well as licensing
application guidance.

Management of EAA does not expect that the application of
HKFRS 15 will have a significant impact, when applied, on the
EAA's financial statements.

HKFRS 16 Leases

HKFRS 16 introduces a comprehensive model for the
identification of lease arrangements and accounting
treatments for both lessors and lessees. HKFRS 16 will
supersede HKAS 17 Leases and the related interpretations
when it becomes effective.

HKFRS 16 distinguishes lease and service contracts on the
basis of whether an identified asset is controlled by a
customer. Distinctions of operating leases and finance leases
are removed for lessee accounting, and is replaced by a model
where a right-of-use asset and a corresponding liability have
to be recognised for all leases by lessees, except for short-
term leases and leases of low value assets.

The right-of-use asset is initially measured at cost and
subsequently measured at cost (subject to certain exceptions)
less accumulated depreciation and impairment losses,
adjusted for any remeasurement of the lease liability. The
lease liability is initially measured at the present value of the
lease payments that are not paid at that date. Subsequently,
the lease liability is adjusted for interest and lease payments,
as well as the impact of lease modifications, amongst others.
For the classification of cash flows, the Group currently
presents upfront prepaid lease payments as investing cash
flows in relation to leasehold lands for owned use and those
classified as investment properties while other operating lease
payments are presented as operating cash flows. Upon
application of HKFRS 16, lease payments in relation to lease
liability will be allocated into a principal and an interest
portion which will be presented as financing cash flows.
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2. Application of New and Amendments

to Hong Kong Financial Reporting
Standards ( “HKFRSs") (Continued)

New and revised HKFRSs in issue but not
yet effective (Continued)

HKFRS 16 Leases (Continued)

In contrast to lessee accounting, HKFRS 16 substantially
carries forward the lessor accounting requirements in HKAS
17, and continues to require a lessor to classify a lease either
as an operating lease or a finance lease. Furthermore,
extensive disclosures are required by HKFRS 16.

As at 31 March 2018, EAA has non-cancellable operating
lease commitments of HK$5,465,680 as disclosed in note 14.
A preliminary assessment indicates that the arrangement will
meet the definition of a lease under HKFRS 16, and hence
EAA will recognise a right-of-use asset and a corresponding
liability in respect of all these leases unless they qualify for low
value or short-term leases upon the application of HKFRS 16.

In addition, EAA currently considers refundable rental deposits
paid of HK$2,095,182 as rights and obligations under leases
to which HKAS 17 applies. Based on the definition of lease
payments under HKFRS 16, such deposits are not payments
relating to the right to use the underlying assets, accordingly,
the carrying amounts of such deposits may be adjusted to
amortised cost and such adjustments are considered as
additional lease payments. Adjustments to refundable rental
deposits paid would be included in the carrying amount of
right-of-use assets.

In addition, the application of new requirements may result
changes in measurement, presentation and disclosure as
indicated above. However, it is not practicable to provide a
reasonable estimate of the financial effect until the
management complete a detailed review.
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Significant Accounting Policies

The financial statements have been prepared in accordance
with HKFRSs issued by the HKICPA and the Estate Agents
Ordinance.

The financial statements have been prepared on the historical
cost basis, except for certain financial instruments, which are
measured at fair value, as explained in the significant
accounting policies set out below.

Historical cost is generally based on the fair value of the
consideration given in exchange for goods and services.

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 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 rate applicable,
which is the rate that exactly discounts the estimated future
cash receipts through the expected life of the financial asset
to that asset’s net carrying amount on initial recognition.
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Significant Accounting Policies
(Continued)

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 the statement of income and
expenditure.

Impairment of tangible assets

At the end of the reporting period, 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, 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.
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(Continued)
BREEZRE ) Impairment of tangible assets (Continued)
AUk B 6 58 AN B E R S pk AN B {E (B (A Recoverable amount is the higher of fair value less costs to

MEZBEE - REHEEREER - fA5HRK
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BRI R RRBREMISHERREEZFTE - &
EARRBAERERERABNEE 2 BEAR

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

% o to the asset for which the estimates of future cash flows have
not been adjusted.

B E (KRG EEBNL) 2 FT Bl E R IEEHE If the recoverable amount of an asset (or a cash-generating

REEEE  BleB%BEE (HBEeELSEN) unit) is estimated to be less than its carrying amount, the

ZEmMEREHEAWESEE - BEEEBEER carrying amount of the asset (or a cash-generating unit) is

WSz a5 E R NFER o reduced to its recoverable amount. An impairment loss is
recognised immediately in the statement of income and
expenditure.

R EEIEE LD - B2 EE 2 EmE g5 Where an impairment loss subsequently reverses, the carrying

INEZIERT G ATUL B S 58 - IR IR MY AR
HENSEBMNEFEYERZBEE (K
ReELEM) BRBEBENEENRE
18 - BB R R B BN RER AU -

ETRMIR
EEERRSTAEBNBXMEINLE - #R
THMEELREHMAR  SREENSRAE
TRAFEENE RARBRETEREENR
TREEMERELIHAA - NERERE
RZFTREEXSTRABNAFEETA
HANkk (RBERBERME) °

ESTATE AGENTS AUTHORITY e Annual Report 2017/18

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.

Financial instruments

Financial assets and financial liabilities are recognised on the
statement of financial position when 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.
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3. Significant Accounting Policies
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(Continued)

Financial instruments (Continued)

Financial assets

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 and 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, time deposits and bank and
cash balances) are carried at amortised cost using the effective
interest method, less any impairment losses (see accounting
policy on impairment of financial assets below).
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Significant Accounting Policies
(Continued)

Financial instruments (Continued)

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:

o significant financial difficulty of the issuer or counterparty;
or

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

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

o 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,
subsequently, assessed for impairment on a collective basis.
Objective evidence of impairment for a portfolio of receivables
could include 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.

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.
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Significant Accounting Policies
(Continued)

Financial instruments (Continued)

Impairment of financial assets (Continued)

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 the statement of income and expenditure.
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 the
statement of income and expenditure 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 entered into 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 fees 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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Significant Accounting Policies
(Continued)

Financial instruments (Continued)
Derecognition

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 EAA
neither transfers nor retains substantially all the risks and
rewards of ownership and continues to control the transferred
asset, EAA continues to recognise the asset to the extent of
its continuing involvement and recognises an associated
liability. If EAA retains substantially all the risks and rewards of
ownership of a transferred financial asset, 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 the statement of
income and expenditure.

EAA derecognises financial liabilities when, and only when,
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 the statement of income and expenditure.

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 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.
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Significant Accounting Policies
(Continued)

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

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 EAA
and the employees are required to contribute 5% of the
employee’s relevant income up to a maximum of HK$1,500
(2017: HK$1,500) per employee per month. 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 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 income and expenditure when there is objective
evidence that the asset is impaired.
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4. BREESHHERMGHTEER 4. Critical Accounting Judgment and
ZEZFERRw@ Key Sources of Estimation
Uncertainty (continued)
PEW R 2 R AR & (8) Allowances for bad and doubtful debts
of debtors (Continued)
AEEREER - EERRADERBAFER In determining individual allowances, EAA has considered that
BN TERE S - BE SRS E/EE RIZRE detailed procedures have been in place to monitor this risk. In
B EEEREZEERRAN - aTlkE 2 Al e determining whether allowance for bad and doubtful debts is
MR AREERE - FERBERT required, EAA takes into consideration the aging status, the
KATREW O] 7 FEUR FRIE 1B o A SR likelihood of collection and the estimated discounted future
B . W HIB AL N RERE - BT RSB E L B cash flows. Specific allowance is made for debtors that are
o 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.
5. BRE 5. Licence Fees
2018 2017
BT BIT
HK$ HK$
MBERB AW A Total licence fees 77,302,651 75,528,912
6. ZHE 6. Examination Fees
2018 2017
AT BT
HK$ HK$
WERENZXESERES Estate agents and salespersons
qualifying examinations 7,811,550 6,191,900
EAREEBRANELE B2 Examination for the scheme on mutual
SEBENZHE) T —RBEZE  recognition of professional qualifications
BREREABRA for estate agents in the Mainland and
Hong Kong under the Closer Economic
Partnership Arrangement (CEPA) 420,000 -
8,231,550 6,191,900
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7. BIE 7. Taxation
RIECRRIGEM ) E 87 1§ » E5 & B IEZA B B 4K EAA is exempt from Hong Kong Profits Tax under section 87
BEERNER - of the Inland Revenue Ordinance.
8. Y% - #aEKhXlhE 8. Property, Plant and Equipment
HEMEEE AE BRREE B ] a5t
Leasehold Motor Furniture
improvements vehicles  and fixtures Equipment Total
BT BT BT BT BT
HK$ HK$ HK$ HK$ HK$
B COST
R2016F4A1H At 1 April 2016 4,579,853 557,264 1,767,907 17,230,483 24,135,507
NE Additions 18,900 - 2,180 122,720 143,800
R2017%F3A31H At 31 March 2017 4,598,753 557,264 1,770,087 17,353,203 24,279,307
INE Additions 6,880 - - 578,076 584,956
3 Disposal - - = (2,800) (2,800)
R2018F3 A31H At 31 March 2018 4,605,633 557,264 1,770,087 17,928,479 24,861,463
e DEPRECIATION
R2016F4A1H At 1 April 2016 4,566,326 557,264 1,682,697 10,560,870 17,367,157
FERBEE Provided for the year 7,036 - 48,852 2,446,353 2,502,241
R2017%F3A31H At 31 March 2017 4,573,362 557,264 1,731,549 13,007,223 19,869,398
FERNEE Provided for the year 19,968 - 26,067 2,249,586 2,295,621
b Eliminated on disposal - - - (2,800) (2,800)
®2018463A31H At 31 March 2018 4,593,330 557,264 1,757,616 15,254,009 22,162,219
BREE NET BOOK VALUES
RK20184%3 A31H At 31 March 2018 12,303 - 12,471 2,674,470 2,699,244
R2017%€3A31H At 31 March 2017 25,391 - 38,538 4,345,980 4,409,909

WE - WS RREITENIREMAFHERFHINA
BEAORRA T FRMEAE KA

Depreciation is recognised 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:

THEWMEEE 20% SR & F 5 Leasehold 20% or over the period of the lease
(PR ASE) improvements term if it is less than 5 years

B 30% Motor vehicles 30%

EINS &S 20% Furniture and fixtures  20%

B 20% £ 30% Equipment 20% to 30%
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9. Deposit Paid For Acquisition of

10.

1

12

Property, Plant and Equipment

On 15 March 2018, EAA entered into a sale and purchase
agreement with an independent third party to purchase an
office premise and car parking spaces at the consideration of
HK$70,000,000. As at 31 March 2018, EAA has paid deposit
of HK$7,000,000 in accordance with the sale and purchase
agreement, and other related cost of total HK$5,950,210.
The acquisition was completed on 12 April 2018.

Bank Balances and Cash and Time
Deposits

Bank balances and cash comprise cash held by EAA and short-
term bank deposits with remaining tenure of 11 to 58 days
(2017: 11 to 59 days) at prevailing market interest rates
ranging from 0.01% to 1.10% per annum (2017: 0.01% to
0.96% per annum).

Time deposits comprise a short-term bank deposit with
remaining tenure of 159 days (2017: 138 to 159 days) at
prevailing market interest rate being 1.15% per annum (2017:
0.98% to 1.15% per annum).

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
EAA’s income recognition policy.

Licence Application Fees Received

These represent amounts paid by estate agents applying for
the licences which were still being processed but not yet
approved at the end of the reporting period.
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13. EXKIE

14

13. Capital Commitments

2018 2017
BT BT
HK$ HK$
TEEYE WeShEEZ Capital expenditure in respect of the
BEARFS (BRMFE9fEEt) :  acquisition of property, plant and
equipment, as stated in note 9:
— BRI XMBREM SRR EME — contracted but not provided for in the
financial statements 63,000,000 =

REEERE
REHR - BERRERETRY FHEE

BHE - RTIIHEZ KRR REREREALE
LIl

14. Operating Lease Commitments

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

2018 2017

BT BT

HK$ HK$

—F R Within one year 5,465,680 9,423,600
F_EERE (BIEEEMSE) In the second to fifth year inclusive = 5,465,680
5,465,680 14,889,280

A

CEMERADNEERMERETRERNZH

¢ AERBEFHS=F (017 =5)H
R -

Operating lease payments represent rentals payable by EAA
for certain of its office premises. Leases are negotiated for
and rentals are fixed for an average term of three years (2017:
three years).
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15. EXRE s EE

EERMEATERKAHKI AR RIERN
Ejﬁ% - REANEEMBNEERREE RER
Bigg  DRAMERENERRTREEK

$ ° concern so that it can continue to promote integrity and

15. Capital Risk Management

EAA's capital comprises primarily the fund accumulated since
its establishment, and its objective when managing the capital
is to ensure that EAA will be able to continue as a going

competence of estate agents.

EEREHRA L EEEERRE - AHERE
ERBRARNESUMEEBEREAT R - BEE
RHELNBRETTHIREER - BHRHEA
BRNHBES  AFERFERRAIEBEKAM

NERFIA °

EAA regularly reviews and manages its capital to ensure
adequacy for both the operational and capital needs. EAA
operates a zero distribution policy with regard to surpluses
generated. Surpluses are transferred to the capital project
fund for the possible acquisition of permanent office
accommodation in future.

iméﬁiiti/,ﬂﬁkﬁ%%ﬂﬂéﬁﬁﬂ/\ cEER
EHRAIENERENT R - UERZETE

EIBEK o

16. €M I A

EAA charges annual licence fees on the estate agents. EAA
regularly reviews the need to increase licence fees to ensure
operational needs are fully covered.

16. Financial Instruments

a. BT AR a. Categories of financial instruments
2018 2017
BT BT
HK$ HK$
ERMEE ! Financial assets:
ER &R GRIE Loans and receivables
Hih el =X Sundry receivables 1,193,493 1,157,784
BfEE Deposit paid 2,132,268 2,129,682
EHFR - RITEHREE S Time deposits, bank balances and cash 233,179,990 235,157,452
236,505,751 238,444,918
SHEE: Financial liabilities:
B GHR AR Amortised costs
FESBRERR Creditors 8,785,617 10,394,592

132
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16. £ T B () 16. Financial Instruments (Continued)

b.

CRIEREEBERBX

EERZIEcRm I ABERKER

b.

Financial risk management objectives
and policies
EAA’s major financial instruments include debtors, time

THFER RITER HEREMNE deposits, bank balances and cash and creditors. Details
e ZELRmTAFBRSENER of the financial instruments are disclosed in respective

E«? o ZESR T A Z*EFEJ—L ’@%?ﬁi% notes. The risks associated with these financial
e (BEMNERRE)  EFERRETE instruments include market risk (including interest rate
éﬁﬂ @ o ZZDH,)F&E%E%ZN—L E’][Eﬁ( g &l risk), credit risk and liquidity risk. The policies on how to

EATXD EEEEEE&QF*IW(—J- A’
DAREAR A] N b5 K2 78 20t B ffe 3 & 46 e ©

mitigate these risks are set out below. Management
manages and monitors these exposures to ensure that
appropriate measures are implemented in timely and
effective manner.

™5 Ak Market risk
B neFE R Cash flow interest rate risk
EEREFEEREENXEYNTE EAA is exposed to cash flow interest rate risk through

ﬁﬁ@i‘-ﬁﬁimbgﬁjtﬂ 2R © n‘l’ o irﬁﬂﬁ
EFXrERIRTHE  2BRAME - R

the impact of rate changes on interest bearing financial
assets. Interest bearing financial assets are mainly

It RREMFEZEE B IS HEER balances with banks which are all short term in nature.

L EBEREANTE o Therefore, any future variation in interest rates will not
have a significant impact on the results of EAA.

EERE Credit risk

EERBREXZIHF T RERITEHOER Credit risk refers to the risk that the counterparty will

EMaIREEREXUBIER R - default on its contractual obligations resulting in

EERERBEEELERAYTFMEY
ZIEERR -

RTBEREEERR EERNEM
AE B RKRIE Z T @& R TR
A ARERE AW E SRS T E R

financial loss to EAA. EAA’'s exposure of its
counterparties are continuously monitored, received
and approved.

In order to minimise the credit risk, EAA reviews the
recoverable amount of the receivables at the end of
each reporting period to ensure that adequate

BEEX -FUEME  EERREEREE impairment losses are made for irrecoverable amounts.

B[ B KR o In this regard, EAA considers that EAA’s credit risk is
significantly reduced.

FEHERERBES ZEERBTAK The credit risk on time deposits and liquid funds is

RRARRZEHFAERIFEEZIRIT limited because the counterparties are banks with good

reputation.

WEREBEER ¢ 2017 /18 F3}

133



134

IR RS

Financial Statements

16. €@ T A (%)

16. Financial Instruments (Continued)

b. £REMREEEERBEE®) b. Financial risk management objectives
and policies (Continued)
RBESER Liquidity risk
EEREEBYRDESRAREARK Ultimate responsibility for liquidity risk management
ERER BRECHREERZEH - F rests with management of EAA, which has built an
HERBAE SR ASHESERETENY appropriate liquidity risk management framework for
HEZRBDESRRERIER - EER the management of EAA’s short, medium and long-
ERESBEREMNFEEANFTEER term funding and liquidity management requirements.
EARERRERE  UEEBRBES Management of EAA manages liquidity risk by
[=\Bg o maintaining adequate reserves and continuously
monitors the forecast and actual cash flows.
TRIVNEERIFETESTREBZHT The following table details EAA’s remaining contractual
SBXRNEH - ZKRTIIBEES B iRE maturity for its non-derivative financial liabilities on the
KX MEREBEZZEAHES KX agreed repayment terms. The table has been drawn up
MemBECRURBESRE ° based on the undiscounted cash flows of financial
liabilities based on the earliest date on which EAA can
be required to pay.
¥ AEREE
BRAR 0ZE30K 31Z260X RERE fREE
Weighted
average Total
effective 0-30 31-60 undiscounted Carrying
interest rate days days cash flows amount
% B BT BT BT
% HK$ HK$ HK$ HK$
2018 F 2018
FEfHERAR Creditors - 8,222,017 563,600 8,785,617 8,785,617
2017 5 2017
JERTBRR Creditors - 9,991,885 402,707 10,394,592 10,394,592
¢ 7A¥EE c. Fair values

TREERTMABCATEER  ZH
RReRENTERERMNZEERAE
ﬁ?_ o

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

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.





