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W &EExR Statement of Income and Expenditure
BZ2019F3A31HILEFE For the year ended 31 March 2019
2019 2018
k=3 BT BT
NOTES HK$ HKS
WA Income
[RRRE Licence fees 5 80,971,414 77,302,651
EDE Examination fees 6 9,111,200 8,231,550
MEHA Interest income 2,780,858 2,160,616
92,863,472 87,694,817
fedan Expenditure
ZE A & Auditor's remuneration 102,000 69,000
NBHBERL Community education expenses 1,796,598 1,965,972
KR ABNLRHANSZE  Complaints, investigation and
disciplinary proceedings expenses 120,555 148,250
?ﬁ%* Depreciation 8 4,998,076 2,295,621
BMEBRENBNER Equipment maintenance and
communication expenses 1,920,916 1,602,470
WEREES H Estate agent card expenses 90,342 90,630
1R & Insurance 1,265,973 1,182,436
aESIEY Motor vehicle operating expenses 207,768 189,922
NEY NG Office accommodation and related
expenses 3,502,658 2,532,625
KERERS — T RIEF Operating lease rentals in respect
of land and buildings 7,771,583 9,095,937
& Postage 388,671 370,140
ENfRI Rz >z B Printing and stationery 504,108 469,220
EERGER Professional service fees 42,000 100,000
NEBERBEE Public relations and liaison 51,263 34,567
EERES Publicity and advertising 20,300 339,778
=ENDY:N Staff costs
—¥% &5$HE — wages, salaries and allowances 48,930,361 51,302,637
—E@HERES R ~ contributions to mandatory
provident fund scheme 1,396,713 1,442,438
ZH R E Service fees for examinations 6,138,421 5,952,265
EIEEF Y Training activity expenses 659,408 816,957
HFA Other expenses 741,116 579,860
80,648,830 80,580,725
FARBIEMEPAWEZEEEE  Surplus and total comprehensive

income for the year 12,214,642 7,114,092

EREESE 201819 £8 |3/



B #3E3R Financial Statements

l

A

[
—_

N

!

B #EAR R 3= Statement of Financial Position
20193 A31H At 31 March 2019
2019 2018
BiRE BT 7T
NOTES HKS HKS
EMENEE Non-current assets
M - HESRERE Property, plant and equipment 8 84,539,703 2,699,244
BEYE MRINHTEZ Deposit paid for acquisition of
AR & property, plant and equipment 9 - 12,950,210
84,539,703 15,649,454
MENEE Current assets
R ~ TEN I RIZ® Debtors, prepayments and deposits 3,900,342 3,994,762
TEBIER Time deposits 10 64,959,029 21,786,359
RITER LIRS Bank balances and cash 10 115,300,886 211,393,631
184,160,257 237,174,752
mEEE Current liabilities
JEER AN FEETIE B Creditors and accruals 11,531,310 8,963,443
EIEUA Deferred income 11 = 62,921,218
B W hRBR BR s Rk B Licence application fees received 12 = 4,235,492
BHBRE Contract liabilities 13 68,249,955 =
79,781,265 76,120,153
mMEEEFE Net current assets 104,378,992 161,054,599
BmEERREAE Total assets less current liabilities 188,918,695 176,704,053
& Reserve 188,918,695 176,704,053

HNFE 1372184 B 2 MIHFRER ML 2019F
7ABEEMERBEE BEEK S E
NIREFZ > WHIATRREE

The financial statements on pages 137 to 184 were approved and
authorised for issue by the members of Estate Agents Authority on
23 July 2019 and are signed on their behalf by:

Rk BRI 5% William LEUNG Wing-cheung Ruby HON
= T AAZL CHAIRMAN CHIEF EXECUTIVE OFFICER
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REEF K Statement of Movements in Reserve
BZE219F3A831HLEFE For the year ended 31 March 2019
5t
Total
BT
HK$
R20174E4 18 At 1 April 2017 169,589,961
FRAR Surplus for the year 7,114,092
7201853 H31 B 201854 A1 H  At31 March 2018 and 1 April 2018 176,704,053
FARH Surplus for the year 12,214,642
R 201943 A31H At 31 March 2019 188,918,695

FEEHEREEER([EER] MNE Reserve represents retained cumulative surplus from the
BRERAR - operations of Estate Agents Authority ("EAA”).
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HEMER Statement of Cash Flows
BZE2019F3831HLEFE For the year ended 31 March 2019
2019 2018
BT BIT
HK$ HKS
EIETE OPERATING ACTIVITIES
FREHR Surplus for the year 12,214,642 7,114,092
M THEIBEELRE Adjustments for:

FE WA Interest income (2,780,858) (2,160,616)

e Depreciation 4,998,076 2,295,621
LEBEESEHRI 2 LEIRESME  Operating cash flows before movements in

working capital 14,431,860 7,249,097
FEUEBRR « TANFUE M Decrease (increase) in debtors,

B (35 0) prepayments and deposits 665,121 (281,303)
FEBREN R FEETIE B AN CRi4>)  Increase (decrease) in creditors and accruals 2,567,867 (1,985,922)
I YA LE N Increase in deferred income = 5,042,756
B R R R B RIER S Decrease in licence applications fee received - (689,159)
BH) B EHE Increase in contract liabilities 1,093,245 -
MBS B S IE £ R EE NET CASH FROM OPERATING ACTIVITIES 18,758,093 9,335,469
BEEH INVESTING ACTIVITIES
REUE BifE K Withdrawal of time deposits - 65,439,040
GFETHER Placement of time deposits (43,172,670) —
BEME MR RRE Purchase of property, plant and equipment (73,888,325) (584,956)
2 W F| & Interest received 2,210,157 2222234
BEME  HaEMkREZ Deposit paid for acquisition of property,

BEffiEE plant and equipment - (12,950,210)
"EED (FTA) FT5IR e F88 NET CASH (USED IN) FROM INVESTING

ACTIVITIES (114,850,838) 54,126,108
Re kReFEYORD) NET (DECREASE) INCREASE IN CASH

HEHNFRR AND CASH EQUIVALENTS (96,092,745) 63,461,577

FUNRE KBS EEY CASH AND CASH EQUIVALENTS AT THE

BEGINNING OF THE YEAR 211,393,631 147,932,054
FRMIRE MRS FEY CASH AND CASH EQUIVALENTS AT THE

END OF THE YEAR 115,300,886 211,393,631
Be MReZEMEHRIN ANALYSIS OF BALANCES OF CASH AND

CASH EQUIVALENTS:
IRTTHEBR KIS Bank balances and cash 115,300,886 211,393,631
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Notes to the Financial Statements
For the year ended 31 March 2019

—RER

HEREBEER((EER]RER
19974 5 A 29 B M AU Hb = R i
BB - E B2 BB BRI EMER
BEEERT  REafXEnEx
K - REBBEMENRIBER - BEE
REaMREERETELEMEA
BBEFREERNBR 18RS
NA8TE 4801 & ©

R E@KRABITES - MAETH
BEREERNIEEY -

FERTE] RARMERT 2 &)
IR EZER ([ BBV

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 Room 4801, 48th Floor, Hopewell Centre,
183 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

FHEZEL ) (“HKFRSs”)

REEBRBEER T REE New and Amendments to HKFRSs that are
RAIZBERMKHREER mandatorily effective for the current year

RAFE  EERBEREANUTH EAA has applied the following new and amendments to

BEGFHEN AR 27 7] ML E
FRIEBM B mEEL L RE

BAMBHEEE R
HKFRS 9

BBMBIRELERF 155

HKFRSs and an interpretation issued by the HKICPA for the
first time in the current year:

TETA
Financial Instruments

BEP &R ARBRIERT

HKFRS 15 Revenue from Contracts with Customers and the related
Amendments
% (BB BHREREZES) HNEE X G R TERTRE

—RREFE 2%
HK(FRIC)-Int 22

BB RS LERE 2FUEET A
Amendments to HKFRS 2

Foreign Currency Transactions and Advance Consideration

R RERN RSN DB NGTE
Classification and Measurement of Share-based Payment
Transactions

MENREEER 2018-19 Fi#f
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FERETE] RG] 255
B EREZER ([ BB
W|EZEER |) @)
AEEREERZHT REHE
SIEBMBHREED (B)

BRMBHRELRF 4FIEFT A

Amendments to HKFRS 4

BB SEIERSE 28 RIEET A
Amendments to HKAS 28

BB SEERE 40 RIBET A
Amendments to HKAS 40

BRIA TRl ASS - MANF R &AL
EB Y RE LR Z 7] RIERT
EkeBYEERRAFREMBESF
B2 BB RI[EMA R, KL% %E
MBBERAECREER - WEE
REARZE -
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Application of New and Amendments to
Hong Kong Financial Reporting Standards
(”H KFRSS”) (Continued)

New and Amendments to HKFRSs that are
mandatorily effective for the current year (Continued)

HEBMBRELENE 4RRR SO —HERANTEV KR
SFEAFFEHMITE

Applying HKFRS 9 Financial Instruments with HKFRS 4 Insurance
Contracts

ERBE BV IBHREER 2014 E 2016 FIRHAZ FEUHE Z A
g

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

REWEEZ

Transfers of Investment Property

Except as described below, the application of the above
new and amendments to HKFRSs and an interpretation 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 these financial
statements.
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2. ERFEIREIEI 2B 2. Application of New and Amendments to
ﬁ%#ﬁ%ﬁﬁﬂu (BB Hong Kong Financial Reporting Standards
%@E—E\UJ)(# (”HKFRSS”) (Continued)

2.1 HKFRS 15 Revenue from Contracts with

Customers

EAA has applied HKFRS 15 for the first time in the
current year. HKFRS 15 superseded HKAS 18 Revenue,
HKAS 11 Construction Contracts and the related
interpretations.

EAA has applied HKFRS 15 retrospectively with the
cumulative effect of initially applying this standard
recognised at the date of initial application, 1 April
2018. Any difference at the date of initial application
is recognised in the opening accumulated reserve
and comparative information has not been restated.
Furthermore, in accordance with the transition
provisions in HKFRS 15, EAA has elected to apply the
standard retrospectively only to contracts that are
not completed at 1 April 2018. Accordingly, certain
comparative information may not be comparable as
comparative information was prepared under HKAS
18 Revenue, HKAS 11 Construction Contracts and the
related interpretations.

MEREEER 2018-19 Fi#f
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2. Application of New and Amendments to
Hong Kong Financial Reporting Standards
(”H KFRSS”) (Continued)

2.1 HKFRS 15 Revenue from Contracts with

Customers (Continued)

EAA recognises income from the following major
sources which arise from contracts with customers:

Licence fees income;

Examination fees income;

Interest income (under HKFRS 9 Financial
Instruments)

Information about EAA’s performance obligations and
the accounting policies resulting from application of
HKFRS 15 are disclosed in note 3.

Summary of effects arising from initial application
of HKFRS 15

The application of HKFRS 15 has no material impact on
the EAA’s accumulated reserve at 1 April 2018

The following adjustment was made to the amounts
recognised in the statement of financial position at 1
April 2018. Line items that were not affected by the
changes have not been included.
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2. Application of New and Amendments to
Hong Kong Financial Reporting Standards
(”H KFRSS”) (Continued)

2.1 HKFRS 15 Revenue from Contracts with
Customers (Continued)

2,1 BRMBREERF 155
BEFEEHWA (1)

BXAERAEREMBREERS

Summary of effects arising from initial application

15RMEERENHE (8) of HKFRS 15 (Continued)
RiIZEE
b1l B S 2R
72018 4F %155
3A31H 2018 F
2R REE ES g 48181
Carrying Carrying
amounts amounts
previously under
reported at HKFRS 15
31 March 2018 Reclassification at 1 April 2018
BTt BTt BT TIT
HKS$'000 HK$'000 HK$'000
nmEEE Current liabilities
RIEWA (BiEE) Deferred income (Note) 62,921,218 (62,921,218) -
B URhE R E 55 7K (Bf5E) Licence application fees
received (Note) 4,235,492 (4,235,492) -
aHaE (FE) Contract liabilities (Note) = 67,156,710 67,156,710

MisE R A BB iR E %8
B AEZFFITARMESE
B FRIA 67,156,710 8 Tt 28
iy ﬁt%i%%ﬁ%amuﬁz

Note: At the date of initial application, receipt in advance of
HK$67,156,710 arising from contracts with customers are
conditional, and hence such balance was reclassified from

deferred income and licence application fees received to

Z"JE’J%ELLBU\&ELI&HEE”
REBMOBEANERE -

contract liabilities.

MENREEER 2018-19 Fi#f

145



B #3E3R Financial Statements

2. FERFE REIER] 2 &)
ﬁﬁﬁ%&%@é%%ﬁ

2. Application of New and Amendments to
Hong Kong Financial Reporting Standards

%&EIJJ) (%) (“HKFRSS") (continued)
2.1 BEAEAMBREERFE 155 2.1 HKFRS 15 Revenue from Contracts with

BEFEEHWA (1)

BXAERAEREMBREERS
15RAEERENEE (8)

ERBRBMBHRELEAF S

Customers (Continued)

Summary of effects arising from initial application
of HKFRS 15 (Continued)

The application of HKFRS 15 has no material impact

FHEERAFERIHEER
Wﬁum > R R E A E AR

X FEMNSMEEBEREM
= TR EAE B SR
HERFE 155 EHEE B 2019
F3A31 AZARFEMBEMARR
RLEBRSRERNFE - T

on the amounts recognised in the EAA's statement
of income and expenditure for the current year. The
following table summarises the impacts of applying
HKFRS 15 on EAA's statement of financial position as at
31 March 2019 and its statement of cash flows for the
current year for each of the line items affected. Line
items that were not affected by the changes have not

RUWEZI A EBTENIR been included.
g o
BB I KA E Impact on the statement of financial position
MR 2019 F
RIERB B
HHEEN
R 2019 F B159E
23 B8 x|
Amounts
without
As application of
reported HKFRS 15
2019 Reclassification 2019
BT BILTIT BT
HK$'000 HK$'000 HK$'000
RBEE Current liabilities
RIEWA Deferred income - (64,457,573) 64,457,573
B W FR R 5 SRR Licence application fees
received = (3,792,382) 3,792,382
BREE Contract liabilities 68,249,955 68,249,955 =

] 46 ESTATE AGENTS AUTHORITY ANNUAL REPORT 2018-19
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(”H KF RSS”) (Continued)

BXAERAEREMBREERS
15RAEERENEE (8)

HHE T REXRNTE
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2. Application of New and Amendments to
Hong Kong Financial Reporting Standards

2.1 HKFRS 15 Revenue from Contracts with

Customers (Continued)

Summary of effects arising from initial application
of HKFRS 15 (Continued)

Impact on the statement of cash flows

iR 2019 F
KRIERE B
i’%#&%ﬁ’éﬁu
MR 2019 F F155%
2% ES g X
Amounts
without
As application of
reported HKFRS 15
2019 Reclassification 2019
BTt BT BT TIT
HK$'000 HKS'000 HKS$'000
EETE Operating activities
EUHEIRERFE R AN  Increase in licence
application fees
received - 443110 (443,110)
B AR Decrease in deferred
income - (1,536,355) 1,536,355
BHBEEEM Increase in contract
liabilities 1,093,245 1,093,245 -

MENREEER 2018-19 Fi#f

147



B #3E3R Financial Statements

_ﬁj:l.'.&

DR

2. FERFE REIER] 2 &)
ﬁ%#ﬁ%ﬁ%ﬂﬂ ([ & BT

2. Application of New and Amendments to
Hong Kong Financial Reporting Standards
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%&EIJJ) (%) (“HKFRSS") (continued)
22 BEARAMKRELEDEIRS 2.2 HKFRS 9 Financial Instruments and the related
m T B R ABBIERT amendments
RAEIE - BB REEAEE In the current year, EAA has applied HKFRS 9 and the

ISR EERE O R H At
BRWHREEAEHAEREE
R ZIBF] - BAMBRELER
FORIABBQETREE
&inﬁﬁﬁzﬂ’*ﬁ&drg P54

ERMEECRHEERSE -

EERCREBUBHRELE
BIIZE oSk AT &k 2 iBE R S FE AR
BT BHREERFE IR - A
HR2018F481B(EHXE
FH HER) WHEK IR ZTA

BYEASERFTEHRTE (B

REBRREEBEEEXT 2R
B) RIWEHER2018F4A
1ERIEERZ T ARAERH
BT °

FEF &8 I M & 2E RIS 9 5%
Sl B B E T BOR B BB RO MY 5
3o

related consequential amendments to other HKFRSs.
HKFRS 9 introduces new requirements for (a) the
classification and measurement of financial assets and
financial liabilities, and (b) expected credit loss (“ECL")
for financial assets.

EAA has applied HKFRS 9 in accordance with
the transition provisions set out in HKFRS 9, ie.
applied the classification and measurement
requirements (including impairment under ECL
model) retrospectively to instruments that have not
been derecognised as at 1 April 2018 (date of initial
application) and has not applied the requirements to
instruments that have already been derecognised as at
1 April 2018.

Accounting policies resulting from application of HKFRS
9 are disclosed in note 3.
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BAMBHREENE 165
HKFRS 16

BAMBHEERE 175
HKFRS 17

AR (ERMGHRERERZES)
—REE 235

HK(IFRIO-Int 23

BAMGHREEAER]

Amendments to HKFRSs
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2. Application of New and Amendments to
Hong Kong Financial Reporting Standards
(”H KFRSS”) (Continued)

2.2 HKFRS 9 Financial Instruments and the related
amendments (Continued)

| i_l—jr

=
—

Summary of effects arising from initial application
of HKFRS 9

EAA reviewed and assessed the EAA’s financial assets
as at 1 April 2018 based on the facts and circumstances
that existed at that date. The application of HKFRS
9 has had no material effect on classification and
measurement of financial assets in these financial
statements. EAA reviewed and assessed the EAA's
existing financial assets for impairment using
reasonable and supportable information that is
available without undue cost or effort in accordance
with the requirements of HKFRS 9. No additional
impairment allowance was recognised at 1 April 2018 as
the amount is considered not material.

New and Amendments to 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:

HE'

Leases'

{%/\/\DIQ\ E

Insurance Contracts®
PRSI e £ R R 3R
Uncertainty over Income Tax Treatments'

BB HEEN T -AFE_T—+FHAY
ZFEBCE!
Annual Improvements to HKFRSs 2015-2017 Cycle!
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CEMEHARERZ2EBHH
HEERIHET RAERT A ()

BB ELERE I RIEFT AR
Amendments to HKFRS 3

BB RS 2RI 9 SRISET A
Amendments to HKFRS 9

BB BREERFE 0BT A
MEBGFTERE 28RIEFT A
Amendments to HKFRS 10 and HKAS 28

BERESFIERE 1 RIEFTAR
MEBSTEAESHIBEIA
Amendments to HKAS 1 and HKAS 8

BBSFERE 19T
Amendments to HKAS 19

BB GFERE 28 RIEF] A
Amendments to HKAS 28

1 R-ZT-NF—H - BRZERFED

FREHRER

2 K5 E B Bk 2 1R R 1A ) F [ HAME A&
A

3 R-T—_—F—H B ZEFAED
FREHRER

4 FUERHANR-—T_TF—H—H
2 BFRK & EFEBR 2 &R

IR ER A O B EWBER
5 R-ZE-ZTF— A Bk ZERARD
FREHRER

BRAT R ¥ a] BB M IS 3RS £
AN BEEREEERRMBE
tFTE] MRERT 2 BB M IS ME £
AR AR A RARRAG T & Wl 5%
BRELBEATE -

ESTATE AGENTS AUTHORITY ANNUAL REPORT 2018-19

Application of New and Amendments to
Hong Kong Financial Reporting Standards
(”H KFRSS”) (Continued)

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

EGHER"

Definition of a Business*

BAENENRERFE

Prepayment Features with Negative Compensation'

REFEEABRENEERNRIZHNEEHEHIRA?

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

EANTES
Definition of Material®

ATEIERT » MRS

Plan Amendment, Curtailment or Settlement’

MBS AT RA AT EDER
Long-term Interests in Associates and Joint Ventures'

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

2 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

4 Effective for business combinations and asset acquisitions for which

the acquisition date is on or after the beginning of the first annual
period beginning on or after 1 January 2020
5 Effective for annual periods beginning on or after 1 January 2020

Except for the new HKFRS mentioned below, the
management of EAA anticipates that application of all other
new and amendments to HKFRSs will have no material
impact on the financial statements in the foreseeable future.
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Application of New and Amendments to
Hong Kong Financial Reporting Standards
(”H KFRSS”) (Continued)

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. 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.

Other than certain requirements which are also applicable
to lessor, 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.
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2. BAFETREIEE] 2&) 2. Application of New and Amendments to

MR EZER ([ BB Hong Kong Financial Reporting Standards
i&%ﬁﬁu J) (#8) (“HKFRSS") (continued)
ERVBBRELEAE1655HE HKFRS 16 Leases (Continued)

(%)

FR2019F3 A31 8 « tfTsE15 AT As at 31 March 2019, EAA has non-cancellable operating
B EERBANTAREGEREM lease commitments of HK$15,422,040 as disclosed in note
EAYER15422,040 57T © F)2F AT 15. A preliminary assessment indicates that the arrangement
mRA ZELHEFEEENB will meet the definition of a lease under HKFRS 16, and hence
MEEBFE16RETHENESE EAA will recognise a right-of-use asset and a corresponding
Eit - BRIEHFFAEEEKEHE liability in respect of all these leases unless they qualify for
g EERRMMAXSEHERR low value or short-term leases.

ERREERBARAE -

v EERBARRBENE In addition, EAA currently considers refundable rental
1281016 B TR AR EME IR E R deposits paid of HK$ 1,281,016 as rights and obligations under
EFSHERE17HERNHEET leases to which HKAS 17 applies. Based on the definition
R RER - KEBBHEHREE of lease payments under HKFRS 16, such deposits are not
Al 165 THERMER - Ltk payments relating to the right to use the underlying assets,
WIEEFEAAEEENEN B accordingly, the carrying amounts of such deposits may
BRI - Bt - EiliReERE S be adjusted to amortised cost and such adjustments are
A AR EHENA - R BERAE considered as additional lease payments. Adjustments to
BRAEINEER - HARENE refundable rental deposits paid would be included in the
NSRS IELNFAERBET AERA carrying amount of right-of-use assets.

REENRESET °

HARENERASIESIELNSA Adjustments to refundable rental deposits received would be
BRAGRTANMEERTK - considered as advance lease payments.
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Application of New and Amendments to
Hong Kong Financial Reporting Standards
(”H KFRSS”) (Continued)

HKFRS 16 Leases (Continued)

The application of new requirements may result in changes
in measurement, presentation and disclosure as indicated
above. EAA has elected the practical expedient to apply
HKFRS 16 to contracts that were previously identified as
leases applying HKAS 17 and HK(FRIO)-Int 4 “Determining
whether an Arrangement contains a Lease” and has not
applied this standard to contracts that were not previously
identified as containing a lease applying HKAS 17 and
HK(FRIC)-Int 4. Therefore, EAA would not reassess whether
the contracts are, or contain a lease which already existed
prior to the date of initial application. Furthermore, EAA
has elected the modified retrospective approach for the
application of HKFRS 16 as lessee and will recognise the
cumulative effect of initial application to the opening
accumulative reserve without restating comparative
information.

Except as described above, the management anticipates that
the application of above new and amendments to HKFRSs
will have no material effect on the financial statements.
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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. Historical cost is generally based on the
fair value of the consideration given in exchange for goods
and services.

The principal accounting policies are set out below.

Revenue from contracts with customers (upon
application of HKFRS 15 in accordance with
transitions in note 2.1)

Under HKFRS 15, EAA recognises income 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.

A performance obligation represents a good or service (or
a bundle of goods or services) that is distinct or a series of
distinct goods or services that are substantially the same.

Control is transferred over time and revenue is recognised
over time by reference to the progress towards complete
satisfaction of the relevant performance obligation if one of
the following criteria is met:

the customer simultaneously receives and consumes
the benefits provided by EAA’'s performance as EAA
performs;

EAA's performance creates and enhances an asset that
the customer controls as EAA performs; or

EAA’s performance does not create an asset with an
alternative use to EAA and EAA has an enforceable right
to payment for performance completed to date.
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Significant Accounting Policies (continued)

Revenue from contracts with customers (upon
application of HKFRS 15 in accordance with
transitions in note 2.1) (Continued)

Otherwise, revenue is recognised at a point in time when the
customer obtains control of the distinct good or service.

A contract liability represents EAA’s obligation to transfer
goods or services to a customer for which EAA has received
consideration (or an amount of consideration is due) from
the customer.

A contract liability relating to the same contract is accounted
for and presented on a net basis.

Income from licence fees

Income from licence fees is recognised over the licence
fees period by reference to the progress towards complete
satisfaction of the relevant performance obligation, as the
licensees simultaneously receive and consume the benefits
provided by EAA's performance as EAA performs.

Income from examination fees

Income from examination fees is recognised at a point in
time at the date of examination when the service is delivered
to candidates.
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Significant Accounting Policies (continued)

Revenue from contracts with customers (upon
application of HKFRS 15 in accordance with
transitions in note 2.1) (Continued)

Over time revenue recognition: measurement
of progress towards complete satisfaction of a
performance obligation

Output method

The progress towards complete satisfaction of a performance
obligation is measured based on output method, which is to
recognise revenue on the basis of direct measurements of
the value of the goods or services transferred to the customer
to date relative to the remaining goods or services promised
under the contract, that best depict EAA’s performance in
transferring control of goods or services.

Revenue recognition (prior to 1 April 2018)

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)
Leases

Leases are classified as finance leases whenever the terms
of the lease transfer substantially all the risks and rewards
of ownership to the lessee. All other leases are classified as
operating leases.

EAA as lessee

Operating lease payments are recognised as an expense on a
straight-line basis over the lease term. 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.

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.
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Significant Accounting Policies (continued)
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.

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

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

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

Financial assets and financial liabilities are recognised when
EAA becomes a party to the contractual provisions of the
instrument. 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 market
place.

Financial assets and financial liabilities are initially measured
at fair value except for receivables arising from contracts
with customers which are initially measured in accordance
with HKFRS 15 since 1 April 2018. 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.

The effective interest method is a method of calculating
the amortised cost of a financial asset or financial liability
and of allocating interest income and interest expense over
the relevant period. The effective interest rate is the rate
that exactly discounts estimated future cash receipts and
payments (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 financial liability,
or, where appropriate, a shorter period, to the net carrying
amount on initial recognition.

Interest income is recognised on an effective interest basis.
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Significant Accounting Policies (continued)
Financial instruments (Continued)

Financial assets

Classification and subsequent measurement of financial
assets (upon application of HKFRS 9 in accordance with
transitions in note 2.2)

Financial assets that meet the following conditions are
subsequently measured at amortised cost:

the financial asset is held within a business model
whose objective is to collect contractual cash flows; and

the contractual terms give rise on specified dates to
cash flows that are solely payments of principal and
interest on the principal amount outstanding.

Interest income is recognised using the effective interest
method for financial assets measured subsequently at
amortised cost. Interest income is calculated by applying
the effective interest rate to the gross carrying amount
of a financial asset, except for financial assets that have
subsequently become credit-impaired (see below). For
financial assets that have subsequently become credit-
impaired, interest income is recognised by applying the
effective interest rate to the amortised cost of the financial
asset from the next reporting period. If the credit risk on the
credit-impaired financial instrument improves so that the
financial asset is no longer credit-impaired, interest income is
recognised by applying the effective interest rate to the gross
carrying amount of the financial asset from the beginning of
the reporting period following the determination that the
asset is no longer credit impaired.
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Significant Accounting Policies (continued)
Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (upon application HKFRS 9
with transitions in accordance with note 2.2)

EAA recognises a loss allowance for ECL on financial assets
which are subject to impairment under HKFRS 9. The amount
of ECL is updated at each reporting date to reflect changes in
credit risk since initial recognition.

Lifetime ECL represents the ECL that will result from all
possible default events over the expected life of the relevant
instrument. In contrast, 12m ECL represents the portion of
lifetime ECL that is expected to result from default events
that are possible within 12 months after the reporting date.
Assessment are done based on EAA's historical credit loss
experience, adjusted for factors that are specific to the
debtors, general economic conditions and an assessment of
both the current conditions at the reporting date as well as
the forecast of future conditions.

For all instruments, EAA measures the loss allowance equal to
12m ECL, unless when there has been a significant increase
in credit risk since initial recognition, EAA recognises lifetime
ECL. The assessment of whether lifetime ECL should be
recognised is based on significant increases in the likelihood
or risk of a default occurring since initial recognition.
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Significant Accounting Policies (continued)
Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (upon application HKFRS 9
with transitions in accordance with note 2.2) (Continued)

(i) Significant increase in credit risk

In assessing whether the credit risk has increased
significantly since initial recognition, EAA compares the
risk of a default occurring on the financial instrument
as at the reporting date with the risk of a default
occurring on the financial instrument as at the date
of initial recognition. In making this assessment, EAA
considers both quantitative and qualitative information
that is reasonable and supportable, including historical
experience and forward-looking information that is
available without undue cost or effort.

In particular, the following information is taken into
account when assessing whether credit risk has
increased significantly:

an actual or expected significant deterioration in
the financial instrument’s external (if available) or
internal credit rating;

significant deterioration in external market
indicators of credit risk;

existing or forecast adverse changes in business,
financial or economic conditions that are
expected to cause a significant decrease in the
debtor's ability to meet its debt obligations;

an actual or expected significant deterioration in
the operating results of the debtor;
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Significant Accounting Policies (continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (upon application HKFRS 9

with transitions in accordance with note 2.2) (Continued)

(i)

Significant increase in credit risk (Continued)

an actual or expected significant adverse change
in the regulatory, economic, or technological
environment of the debtor that results in a
significant decrease in the debtor’s ability to meet
its debt obligations.

Irrespective of the outcome of the above assessment,
EAA presumes that the credit risk has increased
significantly since initial recognition when past due,
unless EAA has reasonable and supportable information
that demonstrates otherwise.

EAA regularly monitors the effectiveness of the criteria
used to identify whether there has been a significant
increase in credit risk and revises them as appropriate
to ensure that the criteria are capable of identifying
significant increase in credit risk before the amount
becomes past due.

Definition of default

For internal credit risk management, EAA considers an
event of default occurs when information developed
internally or obtained from external sources indicates
that the debtor is unlikely to pay its creditors, including
EAA, in full.

ENREEER 2018-19 Fif

163



164

B %33R Financial Statfements

1

N v
,um“m ‘u I\

PR Vi BN

3. EEEFEER®
SWMITA )
SREE (8)

EHEERE (REMTE2.2098E
TR & BRI T3 & R E 99 )
(&)

(i) EERESHMEE

ERE-ARTENEREE
ERFARKRESREBTNEE
ZENEME  SREEHLT
FERE - eMEESERE
ZEBBEBEAT BRSNS

(@ EHABABRTHR
B

by BERAEH WELHOHE
SR

© EHBAREBHALR
BT TS5 IR 56 B 2 A B =X
BREHEMmME TEHA
E—RERLTHRHEAR
TEBEZBEGEN

(d) EfARAEKRESE
TTEMPEER + %

(e) FH B 75 IR 2 BUE £ A
BEZEERMIZENR

ESTATE AGENTS AUTHORITY ANNUAL REPORT 2018-19

Significant Accounting Policies (continued)
Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (upon application HKFRS 9
with transitions in accordance with note 2.2) (Continued)

(i)  Credit-impaired financial assets

A financial asset is credit-impaired when one or more
events of default that have a detrimental impact on
the estimated future cash flows of that financial asset
have occurred. Evidence that a financial asset is credit-
impaired includes observable data about the following
events:

(@) significant financial difficulty of the debtor;

(b) a breach of contract, such as a default or past due
event;

(c) the debtor for economic or contractual reasons
relating to the debtor’s financial difficulty, having
granted to the debtor a concession(s) that the
debtor would not otherwise consider;

(d) itis becoming probable that the debtor will enter
bankruptcy or other financial reorganisation; or

(e) the disappearance of an active market for that
financial asset because of financial difficulties.
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Significant Accounting Policies (continued)
Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (upon application HKFRS 9
with transitions in accordance with note 2.2) (Continued)

(iv)  Write-off policy

EAA writes off a financial asset when there is
information indicating that the counterparty is in severe
financial difficulty and there is no realistic prospect of
recovery, for example, when the counterparty has been
placed under liquidation or has entered into bankruptcy
proceedings. Financial assets written off may still be
subject to enforcement activities under EAA’s recovery
procedures, taking into account legal advice where
appropriate. A write-off constitutes a derecognition
event. Any subsequent recoveries are recognised in
income and expenditure.

(v)  Measurement and recognition of ECL

The measurement of ECL is a function of the probability
of default, loss given default (i.e. the magnitude of the
loss if there is a default) and the exposure at default.
The assessment of the probability of default and loss
given default is based on historical data adjusted by
forward-looking information. Estimation of ECL reflects
an unbiased and probability-weighted amount that
is determined with the respective risks of default
occurring as the weights.

Generally, the ECL is the difference between all
contractual cash flows that are due to EAA in
accordance with the contract and the cash flows that
EAA expects to receive, discounted at the effective
interest rate determined at initial recognition.
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Significant Accounting Policies (continued)
Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (upon application HKFRS 9
with transitions in accordance with note 2.2) (Continued)

(v)  Measurement and recognition of ECL (Continued)

Interest income is calculated based on the gross
carrying amount of the financial asset unless the
financial asset is credit impaired, in which case interest
income is calculated based on amortised cost of the
financial asset.

Classification and subsequent measurement of financial
assets (before application of HKFRS 9 on 1 April 2018)

EAA's financial assets are classified as loans 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.

Loans and receivables (before application of HKFRS 9 on 1
April 2018)

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, deposit paid, time deposits,
bank balance and cash) are measured at amortised cost
using the effective interest method, less any impairment (see
accounting policy on impairment of financial assets below).

Interest income is recognised by applying the effective
interest rate.
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Significant Accounting Policies (continued)
Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (before application of
HKFRS 9 on 1 April 2018)

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

Objective evidence of impairment could include:

significant financial difficulty of the issuer or
counterparty; or

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

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

disappearance of an active market for that financial
asset because of financial difficulties.

For certain categories of financial asset, such as debtors,
assets that are assessed not to be impaired individually
are, 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.
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Significant Accounting Policies (continued)
Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (before application of
HKFRS 9 on 1 April 2018) (Continued)

For financial assets carried at amortised cost, the amount of
the impairment loss recognised is the difference between
the asset’s carrying amount and the present value of the
estimated future cash flows discounted at the financial asset’s
original effective interest rate.

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



B #%#R 2% Financial Statements

FESTTBER @
SWMIA M)
SREE (8)

BN BEE

ERREERIRSREZAWE
MiEmbs - AP BEERZEFE
EMBE @A AR K EHRE
ETR—EER ZERTSHUH
HRYBEE - HEERLEER
KR TEA B AT B & E
BRF[EZGCEREE - AEE
BRERENEENR AR R E %
AXNEREESR - HEER
RECEBRUBEEMBEZBR
Mo RN ER - BIEERSES
AR R W 155 8 EE U R B it 2 MRKOR
HERBEMER -

BUBTER IR B X AT ENMBHE
El - BEKREERD B LEEA
BRI ZBNWRER -

THEHE

TRBEIREBEMILAENTHZ
NEREBABBZERENE -

BRI EE

ERMEERFTECRABNAR
HAfE 2 A AR A R 2 e LB S
ZHE - BREMNERE(ERAER
B A A IR R A (R
BERBRME ) & RRRE
R(BREAXRERMNE  XHKA
REMGELTETAIDEHBOE
N BEW A &R REE) BLF
B IR /3 ¥ A e SR B R EDF(E #9 A

Significant Accounting Policies (continued)
Financial instruments (Continued)

Financial assets (Continued)

Derecognition of financial assets

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 recognises its retained interest in the
asset and an associated liability for amounts it may have to
pay. 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 at amortised cost, the
difference between the asset’s carrying amount and the sum
of the consideration received and receivable is recognised in
income and expenditure.

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.
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Significant Accounting Policies (continued)
Financial instruments (Continued)

Financial liabilities (Continued)

Financial liabilities

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

Derecognition of financial liabilities

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.

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.
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Significant Accounting Policies (continued)
Employee benefits (Continued)

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
HKS$1,500 (2018: HKS$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.

Impairment assessment 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.

In determining individual allowances, EAA has considered
that detailed procedures have been in place to monitor this
risk. In determining whether impairment assessment of HKAS
39 is required, EAA takes into consideration the aging status,
the likelihood of collection and the estimated discounted
future cash flows. Specific allowance is made for debtors that
are unlikely to be collected. If the financial conditions of these
debtors were to deteriorate, resulting in an impairment of
their ability to make payments, allowances may be required.
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4, BAEETTHH RS T 4. Critical Accounting Judgment and Key
ERZEZEFERIR @ Sources of Estimation Uncertainty (continued)
W BRI 2 BB RS (&) Impairment assessment of debtors (Continued)
BB R A EKERERAAEE SR EAA assesses the internal credit ratings for debtors. Except for
B RIBRBEBEMBGREEREO those which had been determined as credit impaired under
%EEEZ%EEWTEE’UJ?EWEE%ME HKFRS 9 the ECL of which is assessed individually, debtors
BHEEEBEEAERTM) I - are grouped based on internal credit rating and the ECL on
WERRIEANEBEET R A - ﬁﬁuZ these assets are assessed collectively using a provision matrix.
ZEENRHEESERERERARE The provision rates are based on EAA’s historical default rates
R mMEITREBA L c BEXDNE taking into consideration forward-looking information that is
REERMNBEENE  WEETA reasonable and supportable available without undue costs or
SzaR AR XFHHAREEER - effort. At every reporting date, the historical observed default
WO PNBERKERREE N - RE®R rates are reassessed and changes in the forward-looking
HEEH - AIBRNELENEGSE information are considered.
At WERAEMHERNE
@J o
EHEESEREHMTESLAE The provision of ECL is sensitive to changes in estimates. The
B ERTEHEEEREREER information about the ECL and EAA’s debtors are disclosed in
FEUBR R B BRI BB 5 17 4R BE - note 17.
5. HRE 5. Licence Fees
2019 2018
BT BT
HKS$ HKS
RRRE I A Total licence fees 80,971,414 77,302,651

ESTATE AGENTS AUTHORITY ANNUAL REPORT 2018-19
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6. ZRE 6. Examination Fees
2019 2018
BT BT
HKS$ HKS
WEREBREZXESEKESD Estate agents and salespersons
qualifying examinations 9,111,200 7,811,550
A B R B R IE L Examination for the scheme on mutual
ERKEBRERNTE) T recognition of professional qualifications
—hEEEERER for estate agents in the Mainland and
A EBUA Hong Kong under the Closer Economic
Partnership Arrangement (CEPA) - 420,000
9,111,200 8,231,550
7. BHIE 7. Taxation
RIBCHIBIER)E 87 & - BB R EAA is exempt from Hong Kong Profits Tax under section 87
HRBANBTENEN - of the Inland Revenue Ordinance.
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8. Wk~ KR

8. Property, Plant and Equipment

BF HENEEB RE BRREE B Bt
Leasehold Motor Furniture
Building  improvements vehicles  and fixtures Equipment Total
B B BT B BT B
HKS HKS HKS HKS HKS HKS
A CosT
R017F4A18 Al Apil 2017 - 4598753 557,264 1770087 17,353,203 24279307
NE Additions - 6,880 - - 578076 584,956
Bl Disposals - - = = (2.800) (2,800)
B2018%3A318  At31March 2018 £ 4605633 557,064 1,770,087 17928479 24861463
HE Additions 75991930 2474170 - 7946676 425759 86,838,535
] Disposals £ (1422:839) £ (405,931) (82,731) (1,911,501)
M2019%38318  At31 March 2019 75991930 5,656,964 557,264 9,310,832 18271507 109788497
e DEPRECIATION
R2017F4A18 At 1 April 2017 - 4573362 557,264 1,731,549 13,007,223 19,869,398
ENEE Provided for the year - 19.968 - 26067 2,249,586 2295621
sk Eliminated on disposal - - - - (2800) (2800)
M2018%3 8318 At31March 2018 - 4593330 557,064 1757616 15,254,009 22,162,219
FEREE Provided for the year 1473401 355,550 s 1028262 2140863 4998076
iz Eliminated on disposals - (1422839) - (405,931) (82,731) (1911,501)
P2019%38318  At31March 2019 1473401 3526041 557,264 2379947 17312141 25,248,794
REE NET BOOK VALUES
M2019%3A8318  At31March 2019 74518529 2130923 - 6,930,885 959,366 84,539,703
R2018%3A31H  At31March 2018 - 12,303 - 12471 2674470 2,699,244
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HEREEE 20%

B 20% & 30%

BEY=  #ERREZ
EfRE

£2018F38 158 EE R HEB
MEZREILT —HEEWRE - N
70,000,000 8 THREEE W EE
MAFELL - 20183 A31H » B
B RERRBE E W2 177,000,000
BILIES - RAEFE 59502108 7TH)
HAABRKA - IWIEEE R 20184
4A12B85%K °

Property, Plant and Equipment (continued)

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:

Building 2%

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

Motor vehicles 30%

Furniture and fixtures 20%

Equipment 20% to 30%

Deposit Paid for Acquisition of 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
HKS$70,000,000. As at 31 March 2018, EAA had paid deposit
of HKS$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.
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10. Bank Balances and Cash and Time

11.

12.

Deposits

Bank balances and cash comprise cash held by EAA and
short-term bank deposits with remaining tenure of 11 to 67
days (2018: 11 to 58 days) at prevailing market interest rates
ranging from 0.03% to 2.5% per annum (2018: 0.01% to 1.1%
per annum).

As at 31 March 2019, a fund of HK$99,611,085 (2018:
HK$120,297,545) was maintained for the acquisition of
permanent office accommodation in future. The amount of
the fund is determined at the discretion of EAA after setting
aside sufficient fund for sustaining its operation.

Time deposits comprise short-term bank deposits with
remaining tenure of 120 to 130 days (2018: 159 days) at
prevailing market interest rates ranging from 2.09% to 2.3%
perannum (2018: 1.15% per annum).

EAA considers that the carrying amounts of these assets
approximate their fair values.

Deferred Income

Deferred income represented licence fees received from
estate agents for a validity period, which were deferred
according to EAA's income recognition policy.

Licence Application Fees Received

These represented 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. BHEE 13. Contract Liabilities
2019 20184F
3A31H8 4H41H
31 March 2019 1 April 2018
BT BT
HK$ HKS
(P&E)
(Note)
IEILRRRRE A Deferred licence fees income 64,457,573 62,921,218
DU R AR R s I8 Licence application fee received 3,792,382 4,235,492
68,249,955 67,156,710
MR
Licence fees
2019
B
HK$
BRERHERERABRS Licence fee income recognised that was included in the
FERE N aBELES contract liability balance at the beginning of the year 53,392,956
BisE R BmEHIR - 111927138 THE X Note: At the end of the reporting period, contract liabilities amounting
B & (20184F : 13,763,754 7% jr ) T8 A to HKS$11,192,713 (2018: HK$13,763,754) were not expected to be
$§ﬁ§$ﬁ%§ﬁ3ﬁﬂ§++:1 AR realised within twelve months from the end of the reporting period.
c AW EREERAETBHG The amounts in this column are after the adjustments from the
5 i/‘§E"J5|% 15 SR ) FAEE o application of HKFRS 15.
14. EXESE 14. Capital Commitments
2019 2018
BT BT
HKS$ HKS
TLEEEWE  MEKERE Capital expenditure in respect of the
ZEBERFAZ (BRMEES acquisition of property, plant and
Frafa) equipment, as stated in note 9:
— BRI EREMFREKF — contracted but not provided for
B in the financial statements = 63,000,000
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Operating Lease Commitments

REER - EERREREFE 2T At the end of the reporting period, EAA had commitments
A ERE - R THERZ for future minimum lease payments under non-cancellable
RREEBEERIBEAERAT operating leases in respect of rented premises which fall due
as follows:

2019 2018

BT BT

HKS$ HKS

—&F R Within one year 5,693,400 5,465,680

“EERF(BIEEEME) Inthe second to fifth year inclusive 9,728,640 =

15,422,040 5,465,680

REMERBENEERMENRFR
EfzHE HEMEEFHE=

F(2018: =F)FEE—R °

RERERE

EERMEATERZREEMKILNA
RATEBENRER © ﬁéﬁ”ﬂ%ﬂ’]ﬁ
MEEMREE BERHELE - K
%mﬂﬂﬂ%ﬁﬁﬂ’ﬂiﬁr%%\ REFEZEK

EEREHRILERHEEARE
B AEREERATENEEMN
FEENBEARLK BERYEL
MBHRETETEIREEK - BT B

HRANE SIS EE S - &
H—EES  UEAKBERAR
R

i‘@?ﬁﬁﬁﬁﬁﬁ?”%%ﬂﬂiﬁﬁ”
Z-EEREH MnTijJDHﬁﬁ”\;%?EI’J
BE - NUEFRZEY

Eﬁﬁ/\
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16.

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 (2018:
three years).

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 concern so that it can continue to promote integrity
and competence of estate agents.

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. EAA maintains a fund for the acquisition of
permanent office accommodation in future after setting
aside sufficient fund for sustaining EAA’s operation.

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.
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17. Financial Instruments

SRMITAEER a. Categories of financial instruments
2019 2018
BT BIT
HKS$ HKS
EWMEE - Financial assets:
ER K EWFIR Loan and receivables
H At FEUR Sundry receivables - 1,193,493
EffEE Deposit paid — 2,132,268
FHATER - SRITEHR IR Time deposits, bank balances
and cash - 233,179,990
REEKATTECEREE Financial assets at amortised cost
H At FER Sundry receivables 1,840,324 -
BEfRe Deposit paid 1,417,026 =
EHTER - RITEHRKEIA S Time deposits, bank balances
and cash 180,259,915 -
183,517,265 236,505,751
Ea =N Financial liabilities:
HSHR AR Amortised costs
JETRRTX Creditors 11,350,420 8,785,617
cREAREERERBR b. Financial risk management objectives and

EERZIESRTIABER
UK - EHTFSK - RITHE
& WENENER - 252
MTAFBNS B EME -
ZETRMIAZEBRREBRE
miZER (- MEER)
EERBREREBESRER - a0
AR % F AR BERE N T
X EREEENMEEZER
B - DAEORA] Mo B [ B Rt B
B & 1R o

policies

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

MEREEER 2018-19 Fi#f
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b RAEAHEEDETE
HEER EEEREAY
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FERR

EERRIERSHTF T REE
TAaNEEMIIBEERRE
MBERZER - EEREH
BEERECRASTFMEYEZ
EERR -

RTBEREEERR
PR ESESE B EKKIAZ
ARl e RETTRE - ARER
HARWE SRS ERE
BR-RUME  EERRR
HEERRE KERFE -
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17. Financial Instruments (continued)

b'

Financial risk management objectives and
policies (Continued)

Market risk
Cash flow interest rate risk

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

Credit risk

Credit risk refers to the risk that the counterparty
will default on its contractual obligations resulting
in 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
impairment losses are made for irrecoverable amounts.
In this regard, EAA considers that EAA’s credit risk is
significantly reduced.

In determining the ECL for debtors, EAA has taken into
account the historical default experience and forward-
looking information, as appropriate. EAA has considered
the consistently low historical default rate and
concluded that credit risk is inherent in EAA’s sundry
receivable. EAA has further assessed sundry receivables
have not had a significant increase in credit risk since
initial recognition and risk of default is insignificant, and
therefore, no impairment has been recognised.

During the year ended 31 March 2019, no material
impairment allowance on deposit paid is provided
based on the ECL assessment.
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Financial risk management objectives and

(%) 17. Financial Instruments (continued)
SREREEEERRE b.
(%&) policies (Continued)
EERK (&) Credit risk (Continued)

EMERERBE S ZEER
BAK RRAERRZHFHE
RIFBBRZRIT ©

EERAREERRFHAT

The credit risk on time deposits and liquid funds is
limited because the counterparties are banks with good
reputation.

EAA's internal credit risk grading assessment comprises

SIFERIAERK

WEREEFAR

Internal credit rating

the following categories:

3
Description

HitEmERE

Other financial assets

BT

Performing

ERYE
Watch list

ez

Doubtful

EiE

Loss

Write-off

RGUFH 2 EHRRRIE - BV EEBHRENEA
The counterparty has a low risk of default and does not have
any past-due amounts

RENIPRZEERMBEV IR RENOETS -
Debtor frequently repays after due dates but usually settle
after due date

RPN EHISNBER
PASRERZESE AN
There have been significant increases in credit risk since

(B AR

initial recognition through information developed
internally or external resources

BRBBRNEELRERRE

There is evidence indicating the asset is credit-impaired

ﬁ T)“‘%@E/ﬂ*ﬂ‘k/\ﬁﬂﬁiﬁﬁkl%&

There is evidence indicating that the debtor is in severe

CERUEER

financial difficulty and the Group has no realistic prospect
of recovery

T ERAEHEERE
12-month ECL

T ERAEHEERE
12-month ECL

SHIEEEEEE
—RBEERE
Lifetime ECL
- not credit-impaired

T HRGEERSR
—EEERIE
Lifetime ECL
— credit-impaired

TR

Amount is written off

181
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17. Financial Instruments (continued)

tREREEEEREE b. Financial risk management objectives and
(%&) policies (Continued)
FERR (&) Credit risk (Continued)
TERHFMEEREREE (A The tables below detail the credit risk exposures
ETHRBEEEENM)ME of EAA’s financial assets which are subject to ECL
BRZEERER assessment:
tTZEARZHELN
201938310 MIEETER ABEEFR FEBE REAE
External credit  Internal credit 12-month Gross carrying
At 31 March 2019 rating rating or lifetime ECL amount
FiyeE BT
Note HKS
REHERAANRNSREE
Financial assets at amortised cost
Hit ek TEA T +ZEABRBEEESE 1,840,324
Sundry receivables N/A Performing (notea)  12-month ECL
BEf&e TER B11(fista) +-AREHEESE 1417,026
Deposit paid N/A Performing (notea)  12-month ECL
EHER  BITEHREAS 10 ABEA3 TEA TZEAEMEEBE 180259915
Time deposits, bank balances Aa3to A3 N/A 12-month ECL
and cash
FIEE - Note:

@ HRABEERAREEMS @ &
B 515 A 8 A A L e B IR
ENRENMBER - AFE
BYRERREERBRELR
EEI0 ©

ESTATE AGENTS AUTHORITY ANNUAL REPORT 2018-19

For the purpose of internal credit risk management, EAA uses
the financial information of the past-due information of sundry
receivables and deposit paid to assess whether credit risk has
increased significantly since initial recognition.
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17. Financial Instruments (continued)

tREREEREREE b. Financial risk management objectives and
(#8) policies (Continued)
REBE SRR Liquidity risk
EEREEEHRBECRER Ultimate responsibility for liquidity risk management
BERKRERRMT  HEEH rests with management of EAA, which has built an
EERZER HHERHE appropriate liquidity risk management framework for
ERRBESERAEELE the management of EAA’s short, medium and long-
B2nBESRRLERELR - term funding and liquidity management requirements.
EEREEEERBFEN Management of EAA manages liquidity risk by
B RFEERTER R ER maintaining adequate reserve and continuously
ReEne  UERRBERE monitors the forecast and actual cash flows.
B o
TREIEERINTESHE The following table details EAA's remaining contractual
BEZHTEREEA - ZKRT) maturity for its non-derivative financial liabilities on the
BEEERAIHER N2 agreed repayment terms. The table has been drawn
BECRFHBRE - AR up based on the undiscounted cash flows of financial
PRIBEZRMRRENE - liabilities based on the earliest date on which EAA can
be required to pay.
IREF g REBRRE
BIRRI= 0830k 31E180K% MELH REE
Weighted
average Total
effective undiscounted Carrying
interest rate 0-30days  31-180days cash flows amount
% HK$ HKS HK$ HKS
2019F 2019
AR Creditors - 10,806,331 544,089 11,350,420 11,350,420
20185 2018
FERBRTX Creditors - 8222017 563,600 8785617 8785617

ENREEER 2018-19 Fif



Bt ¥R 3% Financial Statements

184

17. @Rt T H @)
<« AY¥EE
SRBERSHABY ATFE

B RMBARSRESTEER
Rz EBEAETE -

EERRR  NUBHRRIZHE
BRAARNEREER SR
BEZREEREENFEEM
# o

ESTATE AGENTS AUTHORITY ANNUAL REPORT 2018-19

17. Financial Instruments (continued)

c.

Fair values

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

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