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W EER Statement of Income and Expenditure
HE2020F3A31HILFE For the year ended 31 March 2020
2020 2019
B &E BT BT
NOTES HK$ HK$
WA Income
R E Licence fees 5 81,175,857 80,971,414
EZHE Examination fees 6 6,477,400 9,111,200
FE U A Interest income 3,723,431 2,780,858
91,376,688 92,863,472
i Expenditure
BRI & Auditor’s remuneration 102,000 102,000
INVEG= 175 Community education expenses 1,600,157 1,796,598
e - HERLEEFRD Complaints, investigation and
g disciplinary proceedings expenses 119,787 120,555
Wz - HERRBINE Depreciation of property, plant and
equipment 9 4,457,269 4,998,076
FREEEZITE Depreciation of right-of-use assets 10 5,803,300 -
B EERERBMER Equipment maintenance and
communication expenses 1,828,679 1,920,916
HMEREZ Estate agent card expenses 82,434 90,342
Rz & Insurance 1,352,485 1,265,973
HEABEsFEXH Interest expense on lease liabilities 247,052 -
AEEES Motor vehicle operating expenses 133,685 207,768
MAERABEREZ Office accommodation and related
expenses 2,497,760 3,502,658
KA EMe - T REF  Operating lease rentals in respect
of land and buildings - 7,771,583
5 Postage 369,935 388,671
NI e 3B Printing and stationery 395,362 504,108
BERBER Professional service fees 646,970 42,000
NHBEREMBSE Public relations and liaison 12,536 51,263
EERES Publicity and advertising 12,760 20,300
BTA Staff costs
- Hre RoERL - wages, salaries and allowances 49,865,700 48,930,361
- BEIMATEEHER — contributions to mandatory
provident fund scheme 1,394,802 1,396,713
ZHARBE Service fees for examinations 3,537,370 6,138,421
IR Training activity expenses 595,202 659,408
HEmAX Other expenses 883,190 741,116
75,938,435 80,648,830
BEEXERED Professional development subsidy 7 20,551,000 -
96,489,435 80,648,830
FRSER)B%NEME®E  (Deficit) surplus and total
()= comprehensive (expense) income
for the year (5,112,747) 12,214,642
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B 7 iR O 3% Statement of Financial Position
R 2020F3 A31H At 31 March 2020
2020 2019
M BT BT
NOTES HK$ HK$
EMBEE Non-current assets
M - MRS KRB Property, plant and equipment 9 81,350,867 84,539,703
FREEE Right-of-use assets 10 9,464,035 -
90,814,902 84,539,703
M EE Current assets
FEWER X « AT IEKIRE  Debtors, prepayments and deposits 3,032,430 3,900,342
EBFER Time deposits 11 70,471,747 64,959,029
RITHEBR LIRS Bank balances and cash 11 127,425,199 115,300,886
200,929,376 184,160,257
MENBE Current liabilities
PR ERFR R FEETIA B Creditors and accruals 9,873,527 11,531,310
JERTE X ERER) Professional development subsidy
payable 7 20,551,000 -
GHAE Contract liabilities 12 67,570,726 68,249,955
HEAaE Lease liabilities 13 5,692,614 -
103,687,867 79,781,265
MENEEFAE Net current assets 97,241,509 104,378,992
REERRDEE Total assets less current liabilities 188,056,411 188,918,695
w1 Reserve 183,805,948 188,918,695
EMBBEE Non-current liability
HEBE Lease liabilities 13 4,250,463 -
188,056,411 188,918,695

HRE 116 2152 B Z W B mEN 2020 F
7A21 BEMEREEE REEKEME
DREEAZ  THATRERER

The financial statements on pages 116 to 152 were approved
and authorised for issue by the members of Estate Agents
Authority on 21 July 2020 and are signed on their behalf by:

T TTICABE,

William LEUNG Wing-cheung
CHAIRMAN

Ruby HON Yuen-ping
CHIEF EXECUTIVE OFFICER
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RESEX Statement of Movements in Reserve
HZE2020F3A31HILFE For the year ended 31 March 2020

wst

Total

BIT

HK$
H2018F 4 A1 H At 1 April 2018 176,704,053
FRAEH Surplus for the year 12,214,642
7R 20194 3 A31H At 31 March 2019 188,918,695
FNEE Deficit for the year (5,112,747)
20204 3 A31H At 31 March 2020 183,805,948
EEELERBEER(EER)NE Reserve represents retained cumulative surplus from the
BRERR o operations of Estate Agents Authority (“EAA™).
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RERER Statement of Cash Flows
HE2020F3A31HILFE For the year ended 31 March 2020
2020 2019
BT BT
HK$ HK$
EETEE OPERATING ACTIVITIES
FR(EE) R (Deficit) surplus for the year (5,112,747) 12,214,642
RTINS EELFE Adjustments for:
FEMA Interest income (3,723,431) (2,780,858)
HEAaBF BT Interest expense on lease liabilities 247,052 -
M WERREITE Depreciation of property, plant and
equipment 4,457,269 4,998,076
FREEEZITE Depreciation of right-of-use assets 5,803,300 -
LEELEBA 2 LEEESRE Operating cash flows before movements in
working capital 1,671,443 14,431,860
JEUWBR X ~ TR FUEKRIZEH L Decrease in debtors, prepayments and
deposits 695,965 665,121
JEMERF N EATTEE (A )0 (Decrease) increase in creditors and
accruals (1,476,893) 2,567,867
FEfT BB RE BhIE N Increase in professional development
subsidy payable 20,551,000 -
EHaFECHD) M (Decrease) increase in contract liabilities (679,229) 1,093,245
EEEEMEHReFE NET CASH FROM OPERATING ACTIVITIES 20,762,286 18,758,093
REZH INVESTING ACTIVITIES
GETEBEFER Placement of time deposits (5,512,718)  (43,172,670)
BEWE  HBENKRE Purchase of property, plant and equipment (1,268,433) (73,888,325)
2HFE Interest received 3,895,378 2,210,157
KEERDMAREFE NET CASH USED IN INVESTING
ACTIVITIES (2,885,773) (114,850,838)
METHMARSE CASH USED IN A FINANCING ACTIVITY
YRHHEEaE Repayment of lease liabilities (5,752,200) -
RENRRSSEMEMORLD) NET INCREASE (DECREASE) IN CASH
FEE AND CASH EQUIVALENTS 12,124,313 (96,092,745)
FUNHEEREFEY CASH AND CASH EQUIVALENTS AT THE
BEGINNING OF THE YEAR 115,300,886 211,393,631
FHRORENRRSEED CASH AND CASH EQUIVALENTS AT THE
END OF THE YEAR 127,425,199 115,300,886
RENRESSEMBEHDIT - ANALYSIS OF BALANCES OF CASH AND
CASH EQUIVALENTS:
RITHERRIF S Bank balances and cash 127,425,199 115,300,886
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Notes to the Financial Statements
For the year ended 31 March 2020

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 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 (“HKFRSs”)

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

EAA has applied the following new and amendments to
HKFRSs and an interpretation issued by the HKICPA for
the first time in the current year:

HE
Leases

PGB T HETE 1 MY BE 72

Uncertainty over Income Tax Treatments

B ERTEN KRR

Prepayment Features with Negative Compensation

FHEUERT - MRS Y

Plan Amendment, Curtailment or Settlement

REEERFI LA L AR RERS
Long-term Interests in Associates and Joint Ventures

ERVBHREEN T -AFE_ T FEBZFELE
Annual Improvements to HKFRSs 2015-2017 Cycle
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Application of New and Amendments
to Hong Kong Financial Reporting
Standards (“HKFRSs”) (continued)

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

Except as described below, the application of the above
new and amendments to HKFRSs and an interpretation
in the current year is either not applicable or 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.

2.1 HKFRS 16 Leases

EAA has applied HKFRS 16 for the first time in
the current year. HKFRS 16 superseded HKAS 17
Leases, and the related interpretations.

Definition of a lease

EAA has elected the practical expedient to apply
HKFRS 16 to contracts that were previously identified
as leases applying HKAS 17 and HK(IFRIC)-Int 4
Determining whether an Arrangement contains a
Lease and not apply this standard to contracts that
were not previously identified as containing a lease.
Therefore, EAA has not reassessed contracts which
already existed prior to the date of initial application.

For contracts entered into or modified on or after
1 April 2019, EAA applies the definition of a lease in
accordance with the requirements set out in HKFRS
16 in assessing whether a contract contains a lease.

Estate Agents Authority Annual Report 2019/20
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Application of New and Amendments
to Hong Kong Financial Reporting
Standards (“HKFRSs”) (continued)

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

2.1 HKFRS 16 Leases (continued)

As a lessee

As at 1 April 2019, EAA recognised additional lease
liabilities and right-of-use assets at amounts equal to
the related lease liabilities adjusted by any accrued
lease payments by applying HKFRS 16.C8(b)(ii)
transition. Any difference at the date of initial
application is recognised in the opening retained
profits and comparative information has not been
restated.

When applying the modified retrospective approach
under HKFRS 16 at transition, EAA applied the
following practical expedient to leases previously
classified as operating leases under HKAS 17, on
lease-by-lease basis, to the extent relevant to the
respective lease contracts:

- relied on the assessment of whether leases
are onerous by applying HKAS 37 Provisions,
Contingent Liabilities and Contingent Assets as
an alternative of impairment review.

When recognising the lease liabilities for leases
previously classified as operating leases, EAA has
applied incremental borrowing rates at the date of
initial application. The incremental borrowing rate
applied is 2%.
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2. Application of New and Amendments

to Hong Kong Financial Reporting
Standards (“HKFRSs”) (continued)

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

2.1 HKFRS 16 Leases (continued)

ERARA (E) As a lessee (continued)
2019
4H1H
At
1 April
2019
BT
HK$
MR2019F 3 A31 HEHZEN Operating lease commitments disclosed as
IEE R EAE at 31 March 2019 15,422,040
AMRBERIB(E AR L EEAEE  Lease liabilities relating to operating leases
IS REERIE 1657 T - EHER discounted at relevant incremental
BTG EHERENEHERE borrowing rate and recognised upon
application of HKFRS 16 15,028,007
R2019F 4 A1AMHEEEE Lease liabilities as at 1 April 2019 15,028,007
DB Analysed as
mE Current 5,451,494
FETEN Non-current 9,576,513
15,028,007

M2019FE4 410 FHAESER
ENEREREEASFEINTEE

The carrying amount of right-of-use assets as at
1 April 2019 comprises the following:

EREEE
Right-of-use
assets
B 5 BT
Note HK$
KRBT EVBEREEDFE 165~ Right-of-use assets relating to
EmREGLHAERBEOFER®E  operating leases recognised upon
BE application of HKFRS 16 15,028,007
B 20195 4 A1 HE R Less: Accrued lease liabilities relating
R RFHEEAE to rent-free period at 1 April
2019 (a) (180,890)
14,847,117
R By class:
FENES /I Office premises 14,847,117

Estate Agents Authority Annual Report 2019/20



124

B 7% R

2. ERAFIREEBII2EER 2
MBRmEEA(EEBUK to Hong
WEZER ) )

21 ERMBHREENF16H7EE

(&)

ERABA (&)

R2019%F 4 A1H  EHFHER
MERPEEINSEEET T
THE FTYERFENEIR
WEBIEEA °

Financial Statements

Application of New and Amendments
Kong Financial Reporting
Standards (“HKFRSs”) (continued)

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

2.1 HKFRS 16 Leases (continued)

As a lessee (continued)

The following adjustments were made to the amounts
recognised in the statement of financial position at
1 April 2019. Line items that were not affected by
the changes have not been included.

#2019 F
4818%
R 20194 BB
3H31H WEZEA
BEREH F165 T H
REEEE RS RES
Carrying Carrying
amounts amounts
previously under
reported at HKFRS 16 at
31 March 1 April
2019 Adjustments 2019
B 5 BT BT BTT
Note HK$ HK$ HK$
IRBEE Non-current assets
EREEE Right-of-use assets (a) — 14,847,117 14,847,117
REEE Current liabilities
FEN IR R ERTIRE Creditors and accruals (a) 11,531,310 (180,890) 11,350,420
HEBE Lease liabilities - 5,451,494 5,451,494
IRBEE Non-current liabilities
HEAE Lease liabilities - 9,576,513 9,576,513
5T - Note:

(a) bty A fe e 7E B
MYEHEERAEERESA
B M2019F4H1H - &
A ERRNEF AR TR
EEEaEkREe®E ER
BERREREREEE -

HENREBEER 2019/20 F3k

(a) These relate to accrued lease liabilities for leases of
properties in which the lessors provided rent-free period.
The carrying amount of the lease incentive liabilities
under creditors and accruals as at 1 April 2019 was
adjusted to right-of-use assets at transition.
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BAMGHREENFATH
HKFRS 17

BEUBERELENFE 16 FRIEFT R
Amendment to HKFRS 16

ERM B ®EERE 3RS R
Amendments to HKFRS 3

BEUFRELERE IRIEFT A
Amendments to HKFRS 3

ARV BEREERFE10REBIT AR
BEGETERE 28 RIEFT A
Amendments to HKFRS 10
and HKAS 28

BB EAUE1RIETEAR
E o EE T EREACHEN
Amendments to HKAS 1 and

HKAS 8

BEAGHERFE 16 S EI
Amendments to HKAS 16

BB GFTERE I7RBET AR
Amendments to HKAS 37

BERBPBHMELERE IRIBETA -
BB GFERE IRIBEI AR
BBV BMEERE 7RISETA

Amendments to HKFRS 9, HKAS
39 and HKFRS 7

BB BRELEASET R
Amendments to HKFRSs
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Application of New and Amendments
to Hong Kong Financial Reporting
Standards (“HKFRSs”) (continued)

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:

REBEH

Insurance Contracts’

I TR B SEROES TR
COVID-19 Related Rent Concession®

EBHES®

Definition of a Business?®

BESIERBSI A °
Reference to the Conceptual Framework®

REEHRABMERSENAZBMNEENESHRAS

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

BANEE’
Definition of Material®
YU - WENRE - ERETERRER 2B

Property, Plant and Equipment — Proceeds before
Intended Use®

BEEEL - BITEHMKA®
Onerous Contracts — Cost of Fulfilling a Contract®
AR gz

Interest Rate Benchmark Reform?*

EBUMBHREEN T\ FE_T_TEFEUE®
Annual Improvements to HKFRSs 2018-2020°

Estate Agents Authority Annual Report 2019/20

125



126

B 7% R

FERFT RBEIT BB
B EER ([ FBME
WmEER]) @

CHEMAEHRERZEBUBERS
QT RASRT A ()

RZE-—F—A—HB=%2%&MAR
B E HAR A K

MUBEBHAR_E_ZBF—f—
Askz MM @EFE Mk
BRBRNEBE R EERBER

N

¢ AR TE B Bl sk 2 12 B 46 ) F E B
GV

! R-Z-TF—-F—-Hk 2 &RK
Y HIRE A

° RZZEZ—F—-A—RAx &M%
B HA R A K

° R-Z-—FFRNA-HR KRR
B AR AR

B EiidE B EHRELERDIET R
(BB BRELERBMEET AN
2018 F &AM T B &5 S AE
ZEMERTHR » 3B Z185] © BKE
BBMBRELER R SIEED S
BoEsl) R-ZE-ZFF—H—H
2 BFARMFEERAER -

ﬁtﬁq)gj B EEJE wu%ﬁﬁﬁ%ﬁu]—&%«ﬂ%
Rl BB RE LR HERARA

RARREG I EHMBHRRELEEKR
E/g%: o

A=

HENREBEER 2019/20 F3k

Financial Statements

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

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

! Effective for annual periods beginning on or after 1 January

2021

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

Effective for annual periods beginning on or after 1 January
2020

Effective for annual periods beginning on or after 1 January
2022

Effective for annual periods beginning on or after 1 June 2020

2

In addition to the above new and amendments to HKFRSs,
a revised Conceptual Framework for Financial Reporting
was issued in 2018. Its consequential amendments, the
Amendments to References to the Conceptual Framework
in HKFRS Standards, will be effective for annual periods
beginning on or after 1 January 2020.

The management of EAA anticipates that application of
all new and amendments to HKFRSs will have no material
impact on the financial statements in the foreseeable
future.
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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 at the end of each reporting period,
as explained in the accounting policies set out below.

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

Fair value is the price that would be received to sell
an asset or paid to transfer a liability in an orderly
transaction between market participants at the
measurement date, regardless of whether that price is
directly observable or estimated using another valuation
technique. In estimating the fair value of an asset or a
liability, EAA takes into account the characteristics of
the asset or liability if market participants would take
those characteristics into account when pricing the
asset or liability at the measurement date. Fair value
for measurement and/or disclosure purposes in these
financial statements is determined on such a basis,
except for share-based payment transactions that are
within the scope of HKFRS 2 Share-based Payment,
leasing transactions that are accounted for in accordance
with HKFRS 16 (since 1 April 2019) or HKAS 17 (before
application of HKFRS 16), and measurements that have
some similarities to fair value but are not fair value, such
as net realisable value in HKAS 2 Inventories or value in
use in HKAS 36 Impairment of Assets.
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Significant Accounting Policies (continued)

In addition, for financial reporting purposes, fair value
measurements are categorised into Level 1, 2 or 3
based on the degree to which the inputs to the fair value
measurements are observable and the significance of the
inputs to the fair value measurement in its entirety, which
are described as follows:

° Level 1 inputs are quoted prices (unadjusted) in
active markets for identical assets or liabilities that
the entity can access at the measurement date;

o Level 2 inputs are inputs, other than quoted prices
included within Level 1, that are observable for the
asset or liability, either directly or indirectly; and

° Level 3 inputs are unobservable inputs for the asset
or liability.

The principal accounting policies are set out below.
Revenue from contracts with customers

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 (continued)

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

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.

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.
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Financial Statements

Significant Accounting Policies (continued)
Leases

Definition of a lease (upon application of HKFRS 16 in
accordance with transitions in note 2)

A contract is, or contains, a lease if the contract conveys
the right to control the use of an identified asset for a
period of time in exchange for consideration.

For contracts entered into or modified or arising from
business combinations on or after the date of initial
application, EAA assesses whether a contract is or
contains a lease based on the definition under HKFRS
16 at inception, modification date or acquisition date, as
appropriate. Such contract will not be reassessed unless
the terms and conditions of the contract are subsequently
changed.

EAA as a lessee (upon application of HKFRS 16 in
accordance with transitions in note 2)

Right-of-use assets
The cost of right-of-use asset includes:

o the amount of the initial measurement of the lease
liability;

o any lease payments made at or before the
commencement date, less any lease incentives
received;

. any initial direct costs incurred by EAA; and

o an estimate of costs to be incurred by EAA in
dismantling and removing the underlying assets,
restoring the site on which it is located or restoring
the underlying asset to the condition required by the
terms and conditions of the lease.

Right-of-use assets are depreciated on a straight-line
basis over the shorter of its estimated useful life and the
lease term.

EAA presents right-of-use assets as a separate line item
on the statement of financial position.



FESTBE®)
HEE)

EEREREABAREMZ2H
BEMEREEHMBEHREERE16
#*) (&)

ERSMKE - EEBNKABK
B3O E N RR ERIER R
BAE A o 5 AN SR
W mAEAE 2R R A
% AEEREIEAEEMNA
SRV AR o

HEMREHE

o RBEEMR(BEELDEEMNK)
BMEEAEKNEEES &

RIE)

FiaH & HEBRES UM EIE
AR E A FRFEE o

BEHERREPRITRBEEEE
BOFHLAZLLE EERE
ENEHEABAHERMNE
RREEFLERAR) - itz
T AN ERESEREREE
M BEORERITRE - IR
B HENFREFE -

EERRMBARNRAKHERE
2 SEFA -

HE T

EUATER  EERESEAEEA
ER—EBNEEAK

e BEIBBMIE-HEXZHEM
FEEREME  migm7TH
EMEE &

Bt ¥ & Financial Statements

Significant Accounting Policies (continued)
Leases (continued)

EAA as a lessee (upon application of HKFRS 16 in
accordance with transitions in note 2) (continued)

Lease liabilities

At the commencement date of a lease, EAA recognises
and measures the lease liability at the present value of
lease payments that are unpaid at that date. In calculating
the present value of lease payments, EAA uses the
incremental borrowing rate at the lease commencement
date if the interest rate implicit in the lease is not readily
determinable.

The lease payments include:

o fixed payments (including in-substance fixed
payments) less any lease incentives receivable; and

o payments of penalties for terminating a lease, if
the lease term reflects EAA exercising an option to
terminate the lease.

After the commencement date, lease liabilities are
adjusted by interest accretion and lease payments.

EAA remeasures lease liabilities (and makes a
corresponding adjustment to the related right-of-use
assets) whenever the lease term has changed or there
is a change in the assessment of exercise of a purchase
option, in which case the related lease liability is
remeasured by discounting the revised lease payments
using a revised discount rate at the date of reassessment.

EAA presents lease liabilities as a separate line item on
the statement of financial position.

Lease modifications

EAA accounts for a lease modification as a separate
lease if:

° the modification increases the scope of the lease

by adding the right to use one or more underlying
assets; and
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Significant Accounting Policies (continued)
Leases (continued)

EAA as a lessee (upon application of HKFRS 16 in
accordance with transitions in note 2) (continued)

Lease modifications (continued)

o the consideration for the leases increases by an
amount commensurate with the stand-alone price
for the increase in scope and any appropriate
adjustments to that stand-alone price to reflect the
circumstances of the particular contract.

For a lease modification that is not accounted for as a
separate lease, EAA remeasures the lease liability based
on the lease term of the modified lease by discounting
the revised lease payments using a revised discount rate
at the effective date of the modification.

EAA accounts for the remeasurement of lease liabilities
and lease incentives from lessor by making corresponding
adjustments to the relevant right-of-use asset. When the
modified contract contains a lease component and one
or more additional lease or non-lease components, EAA
allocates the consideration in the modified contract to
each lease component on the basis of the relative stand-
alone price of the lease component and the aggregate
stand-alone price of the non-lease components.

EAA as a lessee (prior to 1 April 2019)

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.

Operating lease payments, including the cost of acquiring
land held under operating leases, are recognised as an
expense on a straight-line basis over the lease term.
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Significant Accounting Policies (continued)
Property, plant and equipment

Property, plant and equipment are tangible assets that
are held for use in the production or supply of goods
or services, or for administrative purposes. 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 property, plant and equipment and
right-of-use assets

Property, plant and equipment and right-of-use assets
are stated at costs less accumulated depreciation and
impairment, if any. In determining whether an asset
is impaired, EAA has to exercise judgment and make
estimation, particularly in assessing: (1) whether an event
has occurred or any indicators that may affect the asset
value; (2) whether the carrying value of an asset can
be supported by the recoverable amount, in the case of
value in use, the net present value of future cash flows
which are estimated based upon the continued use of
the asset; and (3) the appropriate key assumptions to be
applied in estimating the recoverable amounts including
cash flow projections and an appropriate discount rate.
When it is not possible to estimate the recoverable
amount of an individual asset (including right-of-use
assets), EAA estimates the recoverable amount of
the cash-generating unit to which the assets belongs.
Changing the assumptions and estimates, including
the discount rates or the growth rate in the cash flow
projections, could materially affect the net present value
used in the impairment test.
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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 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)
Financial instruments (continued)
Financial assets

Classification and subsequent measurement of financial
assets

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

o 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.

Amortisation cost and interest income

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

EAA recognises a loss allowance for expected credit
loss (“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, 12-month ECL (“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 is
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.

(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.
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3. Significant Accounting Policies (continued)

Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets (continued)

(1)

Significant increase in credit risk (continued)

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

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

market

° significant deterioration in external

indicators of credit risk;

o 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;

o an actual or expected significant deterioration
in the operating results of the debtor; and

° 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.
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Significant Accounting Policies (continued)

Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets (continued)

(if)

(iif)

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.

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:

(a) significant financial difficulty of the debtor;

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

(c) it is becoming probable that the debtor will enter
bankruptcy or other financial reorganisation; or

(d) the disappearance of an active market for that
financial asset because of financial difficulties.

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

Financial assets (continued)

Impairment of financial assets (continued)

(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.

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.

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

Financial assets (continued)

Derecognition of financial assets (continued)

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.

Financial liabilities

Financial liabilities (including creditors, professional
development subsidy payable, accruals and lease
liabilities) 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.

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.



FESTBE®)
EEER(E)
BSEF - AEEEMF

EEREDBRY —HEAHIEARE
CEE([RELEE] - - RES
EIMEESDAERERETEAE
BENESAN - EERKEREESA
HEGHEEREEBBRALS%
Z M R A&1,500% 7£(2019
F:15650087L) c EERMEES
ETEIFTEHE RN EH R ER A
X o

BASE S ot i B (5t T8
ERZEZEERIR

REREERZEMBERE(ER
P RE3FFAL) - EIEE L T 58/
BREFERZEHAEARERNY
&2 BRs A

WL B R o2 AL T A

W BR SR U)X BE R D i X F B AR
8 BRRAIZERFSORIASHX
AtE - HAEEBEBRRIZEE
HIRE - BB EE AR E £ 5
AEZEEREBER R BERNE

27
Ao

REER BN EERRA/CE
MERFREFAEZILERR - BE
EEHFEELBF B G ERIFE 395
ZHREMER  EERCEERE
AR~ AT E 2 BT BE M R (AT RRER
ARBAERE - HERBERTK
Al BEUR Bl 2 FE M GRIBE M AR o {35
MR IE - EEIEFKEE R
& - RIRJBEAEL B -

Bt ¥ & Financial Statements

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
HK$1,500 (2019: 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.

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 HKFRS 9 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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B ST R T 4. Critical Accounting Judgment and Key
EREZEZFERF @ Sources of Estimation Uncertainty (continued)
EWERR 2 BB - (&) Impairment assessment of debtors (continued)
BB BT AR R A EBE B AT EAA assesses the internal credit ratings for debtors.
W BIBETEYHHELERE Except for those which had been determined as credit
5% T A BB E A E U ER (E impaired under HKFRS 9 the ECL of which is assessed
EHEAEEEE ARG )N E individually, debtors are grouped based on internal
WEERIZABEETRDE - Mz credit rating and the ECL on these assets are assessed
CEEMNEHREEBBEEABE collectively using a provision matrix. The provision
ErEmETEREBTG BEXRDE rates are based on EAA’s historical default rates taking
REEBNBEELHR  WEEA into consideration forward-looking information that is
BrzABAEYHENAEEER reasonable and supportable available without undue costs
BMOTUENKARE S - J‘J‘(\\%iﬁ or effort. At every reporting date, the historical observed
FHH AIEHEENFELENX default rates are reassessed and changes in the forward-
EHFE L EEATE Eﬁﬂﬁ'}“ looking information are considered.
& o
EHEEEBERERGHTEES LS The provision of ECL is sensitive to changes in estimates.
B EETEHEEEEREER The information about the ECL and EAA’s debtors are
FEUWBR SRV E R AP FE 16 1255 - disclosed in note 16.
ERE 5. Licence Fees
2020 2019
BT BT
HK$ HK$
hE2 AR B 48 A Total licence fees 81,175,857 80,971,414
Z2HE 6. Examination Fees
2020 2019
BT BT
HK$ HK$
HMEREREXEEREREH Estate agents and salespersons
qualifying examinations 6,477,400 9,111,200

BEXRREER
EEEN20200F1 A ML E S
FAFEARB—EBEERRE

B) - LA BB I ERE M EEIRIR
TEREEFESERBKTE - &
E@st 8T - R202053 A31H
BEBEREBHMERE(EA)ER
REEBEMBHOAL  EEHEE
BEMMS00B T —EBER -

B 2019/20 3R

7.

Professional Development Subsidy

The Board approved the provision of a one-off
professional development subsidy to individual licensees
which was announced in January 2020 to assist them in
developing and maintaining their professional service
standard under the difficult operating environment. Under
the scheme, holders of a valid estate agent’s licence
(individual) or salesperson’s licence as at 31 March 2020
would each receive a one-off subsidy of HK$500 from
EAA.
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g 8. Taxation
RIBCRBIEDINE ST 5B RE EAA is exempt from Hong Kong Profits Tax under section
REMNE BTG - 87 of the Inland Revenue Ordinance.
WIZE - EBERRE 9. Property, Plant and Equipment
RELHEK
BT HENEEE RE BRREE B ] fit
Leasehold Furniture
land and Leasehold Motor and
building improvements vehicles fixtures Equipment Total

BT B BT BT BT BT

HK$ HK$ HK$ HK$ HK$ HK$
R COST
R2018E4A1H At 1 April 2018 - 4,605,633 557,264 1,770,087 17,928,479 24,861,463
AE Additions 75,991,930 2,474,170 - 7,946,676 425,759 86,838,535
it Disposals - (14228%9) - (405,931) (82731)  (1,911,501)
R2019E3 A31H At 31 March 2019 75,991,930 5,656,964 557,264 9,310,832 18,271,507 109,788,497
NE Additions - 73,950 646,982 29,500 518,001 1,268,433
R2020F3A31H At 31 March 2020 75,991,930 5,730,914 1,204,246 9,340,332 18,789,508 111,056,930
il DEPRECIATION
R2018F4A1H At 1 April 2018 - 4,593,330 557,264 1,757,616 15,254,009 22,162,219
FREE Provided for the year 1,473,401 355,550 - 1,028,262 2,140,863 4,998,076
iz Eliminated on disposals - (1,422,839) - (405,931) (82,731) (1,911,501)
R2019E3 A31H At 31 March 2019 1,473,401 3,526,041 557,264 2,379,947 17,312,141 25,248,794
FREE Provided for the year 1,519,839 846,402 48524 1,595,651 446,853 4,457,269
R2020F3A31H At 31 March 2020 2,993,240 4,372,443 605,788 3,975,598 17,758,994 29,706,063
REE NET BOOK VALUES
1 2020F3 A31H At 31 March 2020 72,998,690 1,358,471 598,458 5,364,734 1,030,514 81,350,867
R2019F3A31H At 31 March 2019 74,518,529 2,130,923 - 6,930,885 959,366 84,539,703

WME - s RREBITE DIREME
18 B HIA B AR ORI DA N F R SH

HAA

HE L RETF
HEMEEE

_E
RRNEE

=L
AxX

2%

20% sk & &
F (MR
HEF)

30%

20%

20% % 30%

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:

Leasehold land and building 2%

Leasehold improvements

Motor vehicles

Furniture and fixtures

Equipment

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

30%

20%

20% to 30%
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10. EFHEEE 10. Right-of-use Assets
HEWx MAERE wa
Leased Office
properties equipment Total
ABIT BT BT
HK$ HK$ HK$
M2019%F4A1H As at 1 April 2019
RHE Carrying amount 14,847,117 - 14,847,117
R2020F3 A31H As at 31 March 2020
FRESR Carrying amount 9,099,846 364,189 9,464,035
BZE202053H31H For the year ended
LEE 31 March 2020
hes Depreciation charge 5,747,271 56,029 5,803,300
FHNEMBEE R Total cash outflow for
ReEEE leases during the year (5,752,200)
FRNERAEEENRE Additions to right-of-use
] assets during the year 420,218

11.

H E22020F3A31HIEFE - &
ERALEMBRARAETMHA
EhE - HEGAOMNEBETHR A
SFEESF - BEREHRKRIERE
- HEKRBEENBREHE
WE  EFREE T ARAEZA L
Bl - A EHEH RFETAIEUE
HRNEERER  ZEEREAT
BREELBESLOIREINITH
HAPR o

BARBRASRENE
FA

BITHEBLRSBEEERFEA
2HRERHBTEHAA20869H
(2019 11 E267H) r RERKT
BERENTF0.15% £ 2.3% (2019
FNF0.03%E25%):TEZE
HASRITTF 3K ©

R2020FE3A31H A B % B
EXKAMAEFEMGERT — £
101,407,511/ T B & €©(2019
% :99,611,085/87T) - & B &
HEHMES NG EEER - &
CHSERERNBRTE -
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11.

For the year ended 31 March 2020, EAA leases offices
and office equipment for its operations. Lease contracts
are entered into for fixed term of 3 years to 5 years, but
may have extension and termination options. Lease terms
are negotiated on an individual basis and contain a wide
range of different terms and conditions. In determining
the lease term and assessing the length of the non-
cancellable period, EAA applies the definition of a
contract and determines the period for which the contract
is enforceable.

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
20 to 69 days (2019: 11 to 67 days) at prevailing market
interest rates ranging from 0.15% to 2.3% per annum
(2019: 0.03% to 2.5% per annum).

As at 31 March 2020, a fund of HK$101,407,511 (2019:
HK$99,611,085) was maintained for the plan to acquire
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.
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FA(#E)

FTHERBES#THHA A132F
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11.
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Bank Balances and Cash and Time
Deposits (continued)

Time deposits comprise short-term bank deposits with
remaining tenure of 132 to 133 days (2019: 120 to 130
days) at prevailing market interest rates ranging from
2.31% to 2.4% per annum (2019: 2.09% to 2.3% per
annum).

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

EHEE 12. Contract Liabilities
2020 2019
BT BT
HK$ HK$
EIERE PR B UL A Deferred licence fees income 65,462,366 64,457,573
B U R R wE IR Licence application fee received 2,108,360 3,792,382
67,570,726 68,249,955
2R E Licence fees
2020 2019
BT BT
HK$ HK$
DHRNERBRBIABESEFY Licence fee income recognised
e aEER that was included in the contract
liability balance at the beginning of
the year 53,849,177 53,392,956

PR & HA K - 11,192,493 7T &Y
A BEB(20194F £ 11,192,713/
T)FEBRT RN mEPRET =
188 ARER -

At the end of the reporting period, contract liabilities
amounting to HK$11,192,493 (2019: HK$11,192,713) were
not expected to be realised within twelve months from the
end of the reporting period.
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13. HEAE 13. Lease Liabilities
2020
BT
HK$
ENNEEARE : Lease liabilities due:
—F2R Within one year 5,692,614
—F AL - BRBAMF Within a period of more than one year but not
exceeding two years 4,049,179
MER L - BNBEBRAEF Within a period of more than two years but not
exceeding five years 201,284
9,943,077
W EH A AREIERERMS  Less: Amounts due for settlement within twelve
BERDHEE NER) months (shown under current liabilities) (5,692,614)
£+ & A 1& 2 Hie) e 1 2 58 Amounts due for settlement after twelve months 4,250,463
14. REHEE AR 14. Operating Lease Commitments
EERERABEA EAA as lessee
BR2019F3A318 EE B At 31 March 2019, EAA had commitments for future
REFZAAMEzREHE R minimum lease payments under non-cancellable operating
T3 ERfE 2 R R R KT & RIE A PR leases in respect of rented office premises which fall due
W as follows:
2019
BT
HK$
—FRN Within one year 5,693,400
F_EZELF(BEEEMSE) In the second to fifth year inclusive 9,728,640
15,422,040
KERERBNEERRERER Operating lease payments represent rentals payable
Nz MERESFEHE= by EAA for certain of its office premises. Leases are
FHRE—R° negotiated for and rentals are fixed for an average term

of three years.
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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 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 plan
to acquire 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.

16. Financial Instruments

a. Categories of financial instruments

2020 2019
BT BIT
HK$ HK$
SHMEE - Financial assets:
BHEEKNAHEZ SREE Financial assets at amortised
cost
E fth FE 3R Sundry receivables 968,918 1,840,324
EffiRe Deposit paid 1,480,754 1,417,026
FHEFER - BIIE&HEES Time deposits, bank balances
and cash 197,896,946 180,259,915
200,346,618 183,517,265
SEEE Financial liabilities:
B SH R AR Amortised costs
FERTRR R Creditors 9,873,527 11,350,420
JEN B R E B Professional development
subsidy payable 20,551,000 -
30,424,527 11,350,420
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16. Financial Instruments (continued)

b.

Financial risk management objectives and
policies

EAA’s financial instruments include sundry
receivables, time deposits, bank balances and
cash, creditors, professional development subsidy
payable and lease liabilities. 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.

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.
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16. Financial Instruments (continued)

b.

Financial risk management objectives and
policies (continued)

Credit risk (continued)

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
that 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 years ended 31 March 2020 and 2019, no
material impairment allowance on deposit paid was
provided based on the ECL assessment.

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

E%ﬁ%ﬁﬁ%?°

EERABEEARIRET

good reputation.

EAA’s internal credit

risk grading assessment

HIFARIARPK - comprises the following categories:

W= E TR A THEE

Internal credit rating Description Financial assets
17 RGEF A 2BHRBRRE - B BEREBRERE TZEAEREEER
Performing The counterparty has a low risk of default and does not 12-month ECL

ERRE
Watch list

e2=

Doubtful

BB

Loss

i

Write-off

have any past-due amounts

RENIBMAREEMBENRIHERENOER -
Debtor frequently repays after due dates but usually
settle after due date

BRERBIK 2 BRI BEIR -
i

There have been significant increases in credit risk
since initial recognition through information developed
internally or external resources

EE R B AR AR

ARBEBTAELREERE

There is evidence indicating the asset is credit-impaired

ﬁwﬁ@TF$AEﬂF§WﬁI%&
EERYEBRAIEEAE
There is evidence indicating that the debtor is in severe
financial difficulty and the Group has no realistic
prospect of recovery

Estate Agents Authority

T-@AAEHEEER
12-month ECL

%%ﬁ%ﬁ%ﬁﬁ—
mEEREAE
Lifehme ECL -
not credit-impaired

PHIEHEEEE -
BEERE
Lifetime ECL -
credit-impaired
FIEH T 85

Amount is written off
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16. Financial Instruments (continued)

tRiEREEEERBE(E) b. Financial risk management objectives and

policies (continued)

EEREE(E) Credit risk (continued)

TRHFNEERSMEE(E The tables below detail the credit risk exposures

ETEHREEESEBTG) A of EAA’s financial assets which are subject to ECL

R EERR assessment:

TZEAL
MBEEAR ABEEIR 2HENEEFR EHAE
External Internal 12-month or
credit rating credit rating lifetime ECL Gross carrying amount
2020 2019
BT B
HK$ HK$

RESERAAENEREE

Financial assets at amortised cost

i feln TER Bi1(fitita) TZEABHEERE

Sundry receivables N/A Performing (note @) 12-month ECL 968,918 1,840,324

BfEs TER Bi1(ftita) T-EABHEERE

Deposit paid N/A Performing (note a)  12-month ECL 1,480,754 1,417,026

THEH - RIEBEES Aa3ZA3 TER TZEABAEERE

Time deposits, bank balances and cash  Aa3 to A3 N/A 12-month ECL 197,896,946 180,259,915

B EE - Note:

(a) BABEERRERMS (a)  For the purpose of internal credit risk management, EAA
EERE RS HEMmEK uses the financial information of the past-due information
RREMZEEOMBHEFR of sundry receivables and deposit paid to assess
NP B R EREEER whether credit risk has increased significantly since
RELEELM - initial recognition.

HEE AR Liquidity risk

EEREEBURDESRR
BARKREEEML  REDH
EERZES  PHIERRHE
EMRBDECEERTRLE
BEZRBERAREEER -
EEREEBEBER A
BARBEERARRERSE
eRE UNEBERDESEA

G o
A

HENREBEER 2019/20 F3k

Ultimate responsibility for liquidity risk management
rests with management of EAA, which has built an
appropriate liquidity risk management framework for
the management of EAA’s short, medium and long-
term funding and liquidity management requirements.
Management of EAA manages liquidity risk by
maintaining adequate reserve and continuously
monitors the forecast and actual cash flows.
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16. Financial Instruments (continued)

tRiEREEEERBE(E) b. Financial risk management objectives and
policies (continued)
TEEZER(E) Liquidity risk (continued)
TREVEERBIIETESRE The following table details EAA’s remaining
BZBTEHNEHE - ZXD contractual maturity for its non-derivative financial
BIFEERUHEERINT SR liabilities on the agreed repayment terms. The table
BEsEFHBRER - Ak has been drawn up based on the undiscounted cash
ERMBEZRUBRERE - flows of financial liabilities based on the earliest date
on which EAA can be required to pay.
MELH
ERF= RERRSE
% 0Z30X 1BAZ1E 185% RELE REE
Weighted
average Total
effective 0-30 1 month - 1-5 undiscounted Carrying
interest rate days 1 year years  cash flows amount
B B BT B B
% HK$ HK$ HK$ HK$ HK$
2020 % 2020
Ef RS Creditors - 9,771,527 102,000 - 9,873,527 9,873,527
ERS£%EEN Professional
development
subsidy payable - - 20,551,000 - 20,551,000 20,551,000
HEEE Lease liabilities 2 576,690 5,254,770 4,279,380 10,110,840 9,943,077
10,348,217 25,907,770 4,279,380 40,535,367 40,367,604
2019% 2019
IR N Creditors - 10,806,331 544,089 11,350,420 11,350,420
AEEE c. Fair values
PREENEBRABABRZATE The fair values of financial assets and financial

B RAEAAERES LB

Rz EERAETE -

fé‘

)E_)u/u ’ %Eﬁ%i&%?ﬁ%
ﬁﬁ%ﬁ)\ﬂﬁﬁ’]ﬁ%ﬂiﬁ&&@%ﬂi
BECZEREEEARATFEEMN
7 o

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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17. EERHEENEG Y 17. Reconciliation of a Liability Arising from
R Financing Activity
TRFNEERREMETHNE The table below details changes in EAA’s liability arising
EHE EREEREMIERSE from financing activity, including both cash and non-cash
FomBERIEANBEARAR® changes. Liability arising from financing activity is that
MEXARRSAEBSREERY for which cash flows were, or future cash flows will be,
RemERPTHIEAREBREEH classified in EAA’s statement of cash flows as cash flows
REMEMARE - from financing activity.

HEAE
Lease liabilities
BT
HK$
R2018F4 A1 K At 1 April 2018 and 31 March 2019

20194 3 A31H _

JEFRCE BB B mELER) Adjustment upon application of HKFRS 16
5516 57 M & 15,028,007
R2019F 4 B1H(ES) At 1 April 2019 (restated) 15,028,007
BMERESR Financing cash flow (5,752,200)
EFIRHEE New lease entered 420,218
B Interest expense 247,052
R2020%3 A31H At 31 March 2020 9,943,077

18. MEHREBRNWEIR 18. Event after the Reporting Period

B 7% R
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EE_@WIERNERES T FB
FRTHRRRAFSEEREER -
[ 3 2 AT 3R SR B A F5 R A SR 1
—EBAMNRSER - UE BT
REWERE THEMERNTE -
i T R B IR o

FHN2020F4A8B(AN1TH &
BEEMERE B)EE A BE AR
RO ERIB(EA) B E
BEBIMALT  AREERN 2020
F4 8Bk ATEREARERE
WEREBEA) B EEXEE
MR ) B 55 3 W 20204 12 A 31 B 5k
ZHIEMBERBROAL  HEER
EREReER  EHSBHEENHE
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Under the second round of Anti-epidemic Fund, the
Government of Hong Kong Special Administration Region
will provide a one-off cash subsidy to individual licensees
of the estate agency trade via EAA to provide some timely
financial support in view of the adverse impact of the
COVID-19 pandemic on their practice of estate agency
work.

Each individual licensee who held a valid licence (i.e.
estate agent's licence (individual) or salesperson’s
licence) on 8 April 2020 (i.e. the date on which the Chief
Executive announced the measure); and each individual
who has submitted an application for an individual licence
(i.e. estate agent’s licence (individual) or salesperson’s
licence) on or before 8 April 2020 and whose licence
is approved by 31 December 2020 are eligible for the
cash subsidy. The amount of cash subsidy is equal to
24-month licence fee for respective licences.

EAA has started to disburse the subsidy by bank cashier’s
order since May 2020 by post in batches according to
the disbursement schedule and arrangements posted on
its website.



