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MESSAGE FROM
THE CHAIRMAN
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This is the first Annual Report | presented as

the Chairman of HKPC. Harking back to the year
2008/2009, | felt very much obliged to pay tribute to
my predecessor and the HKPC Management for having
coped with the challenges of an extremely eventful year
by any measure. With my industrial background, | could
speak with first hand experience the difficult times
brought to our industries by the soaring production
costs, adjustments in the Mainland’s policies towards
Hong Kong's processing trade, the appreciation of

the value of RMB, the tightening of environmental
requirements; and the list went on. The overwhelming
once-in-a-hundred-year global financial tsunami swept
away the last tinge of hope of any speedy economic
recovery, thus pushing many Hong Kong factories in the
PRD towards the deep end of desperation. Many of our
OEM enterprises were left in a quandary as to what the
unknown future augured.
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Leveraging on our multi-disciplinary expertise and extensive industry network, HKPC
responded swiftly with new service platforms and new initiatives to assist the industries
in responding to challenges and capitalizing on new opportunities arising from
government initiatives and market restructuring. One of our flagship projects was the
one-stop support and service platform TURN — an acronym for “Transform,
Upgrade and Relocate for a New horizon”. Beginning as an industry support
initiative, and with more than 120 local and Mainland strategic partners
participating, the TURN programme had presented a successful
collaboration model for information dissemination, resources pooling
and assistance rendering to enterprises in need of business
transformation and upgrading.

Building on this foundation, we had actively pursued with
various Municipal Governments in the Mainland to replicate
this ‘TURN’ model throughout the PRD. In the process, we
had also transformed and upgraded our own business
operation within the Mainland to become one that
fully leveraged the resources available within the
Mainland to spring-board our wide spectrum
of services thereto.

Separately, environmental
services remained a
cornerstone of HKPC'’s
portfolio. Other than being
an implementation
agent of the
Government funded
Cleaner Production
Partnership
Programme, HKPC’s
services to the
industries towards
greater energy saving
and reduction in
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raw material consumption and pollution, had indeed helped participating
factories reduce their operating cost and fulfill the increasingly stringent
requirements of overseas buyers. These had turned out to be some of the
essential elements of survival.

Going beyond survival, we must not forget that the sustainable
development of Hong Kong’s industries lies in our ability to continuously
capture opportunities presented by the emergence of new technologies.
To that end, while focusing on application technology, HKPC had laid
solid foundation in the research and development of technology in the
areas of automobile, aviation, medical devices, etc. All these were aimed
at lifting our conventional industries, such as toys, electronics and home
appliances, up to a much higher value-added level.

One of HKPC's strengths was its strong connection with the industries.
We nurtured the formation and development of trade associations,
connected them to various sources of resources to upgrade their sectors
and reflected their concerns and aspirations to the Government. Our
industry networking platform, The Centrepoint, had been extended

with more meeting and exhibition facilities. We liked to believe that our
headquarters at Kowloon Tong had become the “second home” for
many industrialists — a place to network, to gather the latest market and
technology information, and to connect. We were in the throes of forming
a new business consultation platform, the Hong Kong Industry Network
Clusters (HK-INC), which would be launched soon to foster even closer
strategic partnership with different sectors of Hong Kong's industries.
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As a member of the industrial community, | know exactly how resilient
Hong Kong industrialists are. Despite the challenges before us, | am
confident that our industries will only emerge stronger and HKPC

will continue to be the best partner in this course of productivity
enhancement.

| wish to take this opportunity to thank the Hon. Andrew Leung, for his
exemplary service as HKPC Chairman over the past six-and-a-half years.
Mr Leung led HKPC with dedication and commitment. During his term,
our services expanded in leaps and bounds. My thanks also go to all
Members and staff of the Council for their support, commitment and
dedicated efforts made in the past year.

Clement Chen
Chairman
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BEEHEES
STAFFING COMMITTEE

EE Chairman

ZEBRE Members

BARIBEBEN  AREREINRERAN - HEB
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EE S KRR IEERRMERE

The Staffing Committee approves the appointment and
promotion of senior staff, apart from the Executive Director
and the Deputy Executive Director. The Committee
monitors the staffing situation and recommends changes
to the Council where appropriate. It advises the Council
on human resources development policies.

The Committee also monitors HKPC'’s general terms and
conditions of service, to ensure that these are adequate
to recruit and retain competent staff, and recommends
changes to the Council where necessary. The Committee
provides a channel between the Council and staff for the
communication of grievances about terms and conditions
of service, in situations where they cannot be resolved by
consultation.

8 EBEENEBER 2008/09F 5

2 & STANDING COMMITTEES

EBBRREES

BUSINESS DEVELOPMENT
COMMITTEE

FE Chairman

ZEERE Members

EBBRRZECAREEARMBREBNRER  ZEXR
ANE - BHEEPBRE  URABESHELHIER -
ZZBeRaEBBERAMREFNXGERKS  BEEE
EENRETIXEATMEENAR  MESEREED
PREBRRERE

The Business Development Committee monitors

the performance of HKPC'’s subsidiary companies,
recommends the appointment of Chairmen, endorses
annual budgets, and identifies subvention implications
for the approval of the Council. The Committee
reviews business activities and explores new business
opportunities, and advises the Council on the business
development of HKPC in relation to HKPC's role in the
changing industrial environment.
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FINANCE COMMITTEE

FE Chairman

ZEERE Members

MHZEGAREEARNMBRER  BRRESEEWE
A ZESHBARN=FHEEE RESSRIAFE
AEINTEE - RERRARKIRE - BMARNIMBHBR
REIBRXTENESHE  MEESRHER -

The Finance Committee monitors the financial
performance of HKPC and ensures that funds made
available are properly accounted for. The Committee
approves HKPC's three year forecast and recommends
an annual programme and estimates for consideration

by the Council. The Committee advises the Council on
matters relating to HKPC's financial policies and also on
the transfer of funds between major heads of expenditure,
as required by the Council’s Ordinance.

CHETE
AUDIT COMMITTEE

FE Chairman

ZEERE Members

EEEENRERNENZRES  AEEMBRE AR
IR MEPEE - REBNMARARAETEATERELREN
B RAARNEREAKYT -BALZESURERS
B - TH R THEANEAARERETREE -

The Audit Committee is established to monitor and make
recommendations to enhance HKPC's healthy corporate
governance in financial reporting, risk management,
internal control and compliance with relevant laws and
regulations. The Committee is authorized by the Council
to investigate any activity within its scope of duties.

#ZE 20093 H31H Asat31 March 2009
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Last year was a year to be remembered for a long time. Both the global financial tsunami
and the massive Sichuan earthquake reminded us of the limitations of human power not
just in countering the force of nature but that of the global financial market we ourselves

created. The financial tsunami caught Hong Kong’s manufacturing industries almost in

the worst of time, particularly when the effects of the major changes in the Mainland’s

policies towards Hong Kong's processing industries came to a head.
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HERETR

In times of crisis, pessimists will blame and bemoan while optimists

will get their acts together. For our more forward-looking enterprises,
economic downturn presents the breathing space to rethink, reposition or
map out new business strategies to capture whatever opportunities that
might emerge when the economy rebounds.

Nevertheless, the challenges facing Hong Kong enterprises were real
and stiff. As a key industry support organization for 42 years, this was
precisely the time when HKPC should take an extra step and to be
creative in assisting Hong Kong industries through this difficult time.
Following the success of a series of internal reforms and business
repositioning since 2007, the management structure of HKPC had
become more robust, our corporate governance strengthened, and our
links with industry associations closer than ever.
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A TIME TO TURN

Our flagship industry support platform, “TURN”, the acronym for
“Transform, Upgrade and Relocate for a New horizon”, launched in June
2008 had begun to gain momentum. More than 8,000 participants from
various sectors attended workshops and study missions under TURN,
and 30 on-site consultancy assessments were underway to recommend
practical business transformation solutions to manufacturers from eight
different sectors. As a result, the need to “upgrade and transform” was
no longer a cliché. It had gained wide acceptance by our industries as a
“must” and the key to the future development of our

manufacturing sector.

We are currently in discussion with the Government on the possible
extension of TURN to provide more comprehensive and enhanced
support to enterprises in implementing the technological and
management improvement programmes. TURN would continue to be our
major initiative in pooling together resources from our stakeholders (from
both the public and private sectors) in spearheading the upgrading of
Hong Kong’s industrial base in the PRD.

Very often people pointed the future of our manufacturing industries to
“building its own brand” and “targeting domestic sales in the massive
mainland market”. To many of our OEM enterprises, this remained a
distant hope. In addition to our preaching and providing general industry
support, we have successfully established a “Domestic Sales Alliance for
Hong Kong and Guangdong Jewellery” with three industry associations
in the PRD city of Panyu to provide one-stop assistance to Hong Kong
jewellery manufacturers to develop their domestic sales business. Riding
on this successful precedent, we would continue to explore other sector
specific platforms to provide integrated services that our manufacturing
sector needed.

HKPC's services were not limited to the manufacturing sector. In the
past year, we had successfully geared up our support to the service
industry through the provision of services that aimed at enhancing their
service quality and professionalism. Banking on our experience gained
from implementing the Quality Tourism Services Scheme, we launched
the Quality Wedding Merchant Scheme in April 2008. Good progress
had also been made in extending our service excellence schemes to
other service industries, including automotive and elderly services. Our
endeavors would not be so successful if not for the support from the
relevant industry associations themselves, professional associations and
key strategic partners such as the Consumer Council.
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GREENING OUR INDUSTRIES

The five-year Cleaner Production Partnership Programme (commonly
referred to as CP3) launched in April 2008, continued to be a major
platform for HKPC to promote cleaner production and low carbon
practices to the industry set up in the PRD. In the process, we catalysed
the growth of a much bigger market for all participating environmental
technology companies.

Separately, HKPC acted as the technical consultant for the Low
Carbon Manufacturing Programme of the WWF Hong Kong, offering
manufacturers a carbon accounting and labeling system that enabled
them to earn positive customer recognition through the adoption of
low carbon practices. If these measures could be widely accepted

by factories in the PRD, 74 million tonnes of CO, could potentially be
reduced each year.

On the home front, we launched a “Green Work Life” campaign this
year to promote not just energy saving but an environment-friendly work
culture among HKPC staff. We conducted an energy-cum-carbon audit
for the HKPC Building and were glad to report that the carbon footprint
in 2008 was about 30% smaller than that of 2005. Further improvement
was expected when a whole host of new measures recommended by the
audit report were fully implemented in the coming years.

HKG
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CARING ORGANIZATION

Last year was a year of events, both fortunate and unfortunate. As

a caring organization, we always strived to make the most of our
multidisciplinary expertise to benefit the community in ways we could.
The Sichuan earthquake had caused massive destruction of the water
supply in the local vicinities. Employing our well-proven membrane
filtration technology, we developed “WaterSafe”, an innovative low-cost
water treatment system, and delivered 10 of them to remote villages in
Sichuan to provide safe drinking water to those in need. This was one but
many examples of our responsiveness in leveraging our expertise to meet
the needs of the unfortunate.

Behind the scenes of the Beijing Olympic Games and equestrian events
in August 2008, our Hong Kong Computer Emergency Response
Coordination Centre (HKCERT) worked closely with the Government and
our counterparts in ChinaCERT to assure cyber security and coordinate
response action. These were some of the unsung heroes behind the
success of the Olympic Games. During the year, HKCERT was also
elected the chair of the Asia-Pacific Computer Emergency Response
Team (APCERT), which was a significant recognition of HKCERT's
competence and leadership in safeguarding information security in

the region.
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PEOPLE FIRST

People is our most valuable asset. By creating a rewarding and supportive
work environment, we are building a better organization for our staff and
stakeholders. We are committed to embracing worklife balance. Effective
from January 2009, our male staff members are entitled to three-day
paternity leave. HKPC was among the first government subvented
organizations in Hong Kong to introduce this family-friendly initiative.

As a knowledge-based organization, it was essential that we skillfully
cultivate and leverage upon our human resources. To that end, we
decided to take stock of our intellectual capital and produce our first
Intellectual Capital Statement (a copy is attached to this yearbook).

This is not only a first for HKPC, but possibly render us the first public
organization in Hong Kong in identifying its intellectual capital. We

hope that by taking stock and presenting our intellectual capital to our
stakeholders, industry will know how HKPC could be of service and value
to them.

Throughout this Annual Report, you will see many more of our new
initiatives developed in the past year and true stories of enterprises
successfully transforming themselves against adversity. We are confident
that HKPC is and will continue to be the closest partner of the industry in
their pursuit to turn towards a new horizon.

Wilson Fung

Executive Director

Hong Kong Productivity Council Annual Report 2008/09 15
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B##% RIDING OUT THE STORM

BE T TR D

TURNING
THE TIDE

EEBFIITRRBAESMEBEERBH R N BEEENEERR 2008 F 6 A#
ﬁT [ F#E—uhE (TURN) ] —UN 2R A - B [ AE i 1BE - £AEHRERE

1@ 120 E AR H A A SR BN - 2 H A5 BB B FH 4 (Transform) ~ B8 (Upgrade) M7
(Relocate) A E £ ih o
Supported by the Commerce and Economic Development Bureau of the HKSAR
Government, a one-stop support and service platform TURN was launched in June
2008. An acronym for ‘Transform, Upgrade and Relocate for a New horizon’, TURN
provides a spectrum of services directly through HKPC and over 120 local and Mainland
strategic partners to local manufacturers in industrial upgrading, business transformation
or relocating their operations.

FEIAE—E] 2T AEEEEMEHE  Under the TURN programme, 30 on-site assessment projects are carried
T30ELEEWFEIER - MAMER  out to explore ways for participating companies to improve their business
MBMAEERN - 2FERBNEHE S processes and technology standards. HKPC will also conduct a feasibility
N EENREBETAIITHER - HEIE study to explore the investment environment of new industrial zones in
NIRRT HEEMNRERE  BERAEYAE  the Mainland with a view to providing useful information for Hong Kong
EEMFFIRHREER - manufacturers interested in relocating their operations.

[Frag—ubid | B9 TS0 @AM REZR  More than 50 seminars and study missions were organized to update
CEAEEEANMBENRHTEE - LA manufacturers on the latest Mainland policies, TURN opportunities and
NEBERORINEZRMEH - X5 success stories, attracting over 8,000 participants. In addition, a TURN
#B8,000 AJREE : b - RBRFYIERS  support centre in Shenzhen and a website (www.hkpc.org/turn)

(Ao —uh@ | &P O - WHERTHBEE  were established.

FNA8uh - www.hkpe.org/turn e

EENBGAIERY - RENESEIF  From product innovation to service excellence, the integrated support
NEEBERE - BEIEBD %Z—E%‘“ EIEAR  services of HKPC have been instrumental in helping Hong Kong
REFHFED - enterprises stay competitive in an adverse economic climate.
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Mr Wilson Fung, Executive Director of HKPC, introduces the TURN
programme to representatives of the local business community at the
launching ceremony.
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“TURN” is widely supported by local and Mainland strategic partners.
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At the prese f on b Best Brand)Enterprise eater China), the Honourablj Andrew feung (right), the the
HKPC, presents a souvenlr to'theofficiating guest Mr JoseplhLal Diréctor-General of Trade and Industry.

HIEIR= FROM IDEAS TO ASSETS

PEIKINENE SEERNRARTEEAl  Identifying, protecting and managing intellectual property are crucial to
MR WEABUMET  RELEIEA  enterprises in their successful transformation from the conventional OEM
BEE - mode of operation to high value-added ODM and OBM business models.

EREENRONASEREERS - —K/F  With the help of HKPC's intellectual property (IP) management service,
PIRA A ECERNREY THEE  a traditional textile manufacturer has been able to build an innovative
BIZR UL - HEERFERIF - culture conducive to sustainable product innovation.

ZMERE T —EHANY SR - AlekE  The manufacturer invented a novel yarn material that could significantly
FEEINBRFI TR - AE N BRMFBEER  improve fabric appearance and handling. IP experts from HKPC
KBEBEME - WolE—FEHEBEME  helped the client secure IP protection for the invention and enhance
FBERHST T A - HBIMRERE T %23/ the manufacturer’s overall IP management capability through on-site
HISERE  FST2EmEFHMBEZESIE  assessment and the application of a competitive patent intelligence tool
BES] © for stimulating creative ideas and innovation.
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Chow Tai Fook Jewellery, a leading Hong Kong jeweller with over 800
outlets, has been testing the burgeoning Mainland market. To cope with
the rapid growth of its Mainland sales, the jeweller commissioned HKPC
to upgrade both its new and existing production facilities in Shunde
district in Foshan.

HKPC devised a three-pronged improvement programme for the jeweller,
comprising quality management, automation and advanced processes to
suit its business direction. The jeweller successfully established the first
ISO 17025 accredited gold fineness laboratory in the Mainland. HKPC also
designed an automatic weighing, labelling and packing line incorporating
RFID technology, saving more than 60 workers in each production line.
New electroplating and electroforming processes were also employed to
achieve zero waste-water discharge and recovery of precious metals, thus
enhancing the company’s environmental performance.
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HKPC develops automation solutions for
manufacturers to combat the surging production cost.
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LEAN AND FIT

According to a local company with manufacturing operations in
Guangdong, its counterparts in the United States could produce the
same products at a lower cost with automation solutions and
process streamlining.

HKPC provides consultancy services in rationalizing manufacturing
process flow with automation solutions and lean
manufacturing methodology.

Facing labour shortage problems, one of the world’s largest suppliers
of decorative glass items commissioned HKPC to develop solutions for
automating its materials handling, coating and finishing processes. The
results were spectacular, with the number of operators reduced from
60 to eight for one coating process alone. Material wastage was also
reduced, achieving annual savings of RMB 1 million in raw material.

Lean Manufacturing is an approach to minimizing waste. It enables
companies to optimize the use of time, human resources and assets to
enhance their productivity.

BB ST LR 15 T B i 5 4

Through automation, the Aumber of operators-can be reduced for more than 85%.




Straight Success Development Ltd has been an international travel goods
and handbag manufacturer-distributor since 2001. The recent financial
tsunami, however, has led to a decline in tourist arrivals and adversely
affected the export market. Facing a shrinking market, high raw material
3 g— costs, an appreciating RMB and rising labour costs, the company has
‘ : ] -F,; : 'h“"\ focused on improving its product design and quality to retain customers.
— The company has also restructured its production lines and implemented

< “Lean Manufacturing”, which originated in the automotive industry, with
it . the help of the HKPC.

Small-batch production is one of the most important elements of
“Lean Manufacturing”. One thousand items of a production order
were divided into 10 batches for small-batch production. “Lean

Manufacturing” enabled the production process to be
more efficient and shortened the production cycle from
one month to two weeks. It also improved both cash

and inventory flow, increased flexibility

STRONGER .\
FASTER  “
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HKPC organizes overseas training to Japan on Lean Manufacturing to help Hong Kong manufacturers gain insight into the successful implementation of
Lean Manufacturing through experience sharing with Japanese Lean experts and enterprises.

—RITTHEEHETEFRZTEENF 8 Aluggage manufacturer and retailer commissioned HKPC to conduct

ITIEmAEEIEE - IBEBMKI - 81 a pilot Lean Manufacturing project. The pilot project was successfully

REBMFERLBAIFA50% - HTHE  completed with solid achievements including reducing production

BAA45% : MEEERE - HBADLEA  lead time and work-in-progress by more than 50 percent and

RTRESNEERE  WEY THENZHM  increasing labour efficiency by 45 percent. Even more important was

x4k ° the development of a competent management team and a culture of
continuous improvement.

0

[
RAMI—HES  WEHEBEZXET—I this production system, items are processed one piece, instead of one
¥ MIEAARMEINNT - AR HEE LR batch, at a time, thus reducing errors, queue time and work-in-progress.
LREHE - RARERES - BERFIN  HKPC helped a garment manufacturer implement the “one-piece flow”
BFRIEB  —REXFEBBAMEEEEEZR  production system at its plant in Huizhou, improving its production

oo ZEFEA (B4R £ERR - £EN  efficiency and reducing the delivery lead time by more than 30 percent.
BBz ATEEREEMNTHESE - Bit

(B4R EERS - KIWBEERENR

BN E30% A L o

SR RBREEREEMNITE &8 A key component of Lean Manufacturing is “one-piece flow”. With

>T

s

4

30 SBEEHBER 2008/09FR



R S
SERVICE
EXCELLENCE
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Quality service and professional standards are the
prerequisites for maintaining Hong Kong'’s competitive

edge in the current economic situation. HKPC has a
wealth of experience in quality management and
expertise in customer service assessment. We
have been spearheading new service excellence
schemes for more sectors, such as wedding,
elderly and automotive services, setting
sector-specific benchmarks to help various
service sectors attain excellent service
standards, and helping consumers
identify quality service providers.

EFGBEIEENG - 1B E AT EIERIRBITHE
BB E A

ESD Service Ltd. partnered with HKPC to launch the
first certification scheme for the wedding services
industry.

Q_uah_ty Edcﬁng Merchant Scheme

: @ %5 £ it &
559/7;  EHEAEE
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QUALITY WEDDING MERCHANT SCHEME (QWMS)

ESD Service Limited partnered with HKPC to develop and establish Hong
Kong's first certification scheme for the wedding services industry. The
“Quality Wedding Merchant Scheme” (QWMS) was designed to help
brides-to-be and bridegrooms-to-be identify quality merchants in the
wedding services sector.

HKPC is the designated third-party assessor for the scheme. The QWMS
was launched on 1 April 2008. Within a year, over 170 outlets, including
hotels, restaurants, wedding services providers and retailers, obtained the
“Quality Wedding Merchant” status.

QUALITY AUTOMOTIVE SERVICES SCHEME (QASS)

The automotive service sector is one of Hong Kong’'s major service
industries, covering the fields of car sales, maintenance, parts sales,
car beautification, finance, insurance, etc., representing about 7,000
enterprises with over 53,000 practitioners.

e

EBRAENE - U RTEZE A EE S AR Ak, 2

HKPC is developing a comprehensive Quality Automobile-Service'Scheme for the industry covering sales, maintenance and repair.
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Supported by the SME Development Fund, HKPC collaborated with
the Hong Kong Vehicle Repair Merchants Association to promote VDA
6.2:2004, the international vehicle service operation standard, to the
local automotive service industry to enhance the service quality and
professional image of the sector.

The project led to another initiative to develop a comprehensive service-
accreditation scheme for the local automotive service industry. In
collaboration with nine local industry organizations, HKPC will set up a
comprehensive Quality Automotive Services Scheme for the industry,
covering sales, beauty maintenance, repair, etc. This includes the use of
mystery customers and on-site evaluation to assess the service standards
of participating organizations and the introduction of a registration
scheme for car sales professionals. The scheme will be launched in the
coming year.

QUALITY ELDERLY SERVICE SCHEME (QESS)

In view of growing public concern about the quality of services for the
elderly, HKPC has partnered with the Hong Kong Health Care Federation
to develop the “Quality Elderly Service Scheme”, which aims at promoting
service excellence in the elderly services industry in Hong Kong.

HKPC established a set of assessment criteria based on industry surveys
and other research to identify quality elderly services providers. Under
the Scheme, elderly services providers will be evaluated by a team of
HKPC professional assessors. Excellent service providers will be granted
a “Quality” decal in recognition of their service achievement. The Scheme
will definitely benefit the elderly, and the society as a whole, by enhancing
the quality of elderly services. The scheme is scheduled for launch in
May 2009.

QUALITY
ELDERLY SERVICE SCHEME

BRI

o SRFAAT i @Pmﬁ:ﬂymll
A sstased by - i !
S, AN e TITEILL
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LB BRI ESEH [BENERYE | B RREER & BREZREKF -

With the professional help of HKPC, high standards of service quality among the dining and
retail outlets accredited under the QTS scheme are ensured through stringent assessment and
monitoring mechanisms.

QUALITY TOURISM SERVICES SCHEME (QTS)

HKPC continues to be the professional consultant for the Quality
Tourism Services Scheme, which was established by the Hong Kong
Tourism Board (HKTB) in 1999 to help tourists identify quality service
providers. With the professional assistance of HKPC, the service quality
of the QTS-accredited establishments are assessed and monitored under
stringent criteria. HKPC has also enhanced the value of the Scheme

by offering sector-specific information to merchants to allow them to
benchmark their own performance with the rest of the sector. To date,
about 6,700 retail and catering outlets have been accredited under the
Scheme. According to a survey conducted by the HKTB in 2008, over 83
percent of QTS shoppers were satisfied with the QTS shops they visited.

QUALITY SEAWATER ASSURANCE SCHEME (QSAS)

HKPC was commissioned by the Food and Health Bureau to act as

the accrediting body for the development and implementation of the
Quality Seawater Assurance Scheme in order to enhance the quality of
supplied seawater and thus minimize the risk of seafood contamination.
Those merchants who can fulfill the accreditation criteria of the scheme
are awarded accreditation status and logo recognition.

In the past year, the scheme received huge support from the food

trade. About 270 facilities, including seafood wholesalers, distributors,
restaurants, supermarkets and market stalls participated and were
successfully accredited under the scheme. In addition, 157 participants
received the “Excellent Performance Certificate” in recognition of their
compliance with all the accreditation criteria for the previous 12 months.
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PLATFORMS
FOR SYNERGIES
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Synergy building is important for Hong Kong enterprises to engage in cross-sectoral
partnership activities to capture new business opportunities. During the year, HKPC
continued to strengthen and launch new collaboration platforms in Hong Kong and
the Mainland.

5 i Centlepomté(#ﬁﬁmﬁxﬁéﬁrx‘ﬁ@ = \ :
KPC’s new initiative to facilitate co/la ] inla g allthindstry partners. |
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Over 1,200\members of the local business.community.
attended the business matching sessions and seminars
held at The Centrepoint during the year.

ERETH
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The Centrepoint 122EFE S » BT BRA TERMZ 7 -
The Centrepoint provides a cosy venue for industrial networking.

CENTREPOINTPLUS

HKPC established The Centrepoint at its headquarters as a new platform
for the business community to converge for networking and synergy
building. Complete with display booths, conference facilities and a
comfortable environment, it provides the ideal venue for industrial
networking activities. Business-matching sessions, seminars and

visits are held at The Centrepoint to create opportunities for business
collaboration.

To further enhance the services provided by The Centrepoint, HKPC
merged its three industry support centres, namely, the Network of
Networks, the CEPA Business Development Centre and The Centrepoint
into CentrepointPlus. It provides enhanced support to industry through
secretarial, administrative and event-planning services.

With 24 association members and 24 licensees, CentrepointPlus serves
as our flagship platform for business networking and synergy building.
Over 20 seminars and business networking functions were organized in
the facility in 2008/09, with over 1,200 participants.
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SHENZHEN SZ-HK
PRODUCTIVITY FOUNDATION

To foster technology collaboration and business development between
Hong Kong and Shenzhen, HKPC and Shenzhen Municipal Government
jointly established the Shenzhen SZ-HK Productivity Foundation in the
Shenzhen High-Tech Industrial Park.

Leveraging the expertise of HKPC, test laboratories were set up in the
Foundation to provide environmental and automotive electronic testing
services. The Foundation also acts as a support centre for HKPC’s
industry support initiatives, including our TURN programme and Cleaner
Production Partnership Programme. The Animation Industry Support
Centre, was also founded to facilitate cross-border collaboration in the
animation industry.
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HKPC establishes a “Domestic Sales Alliance” with industry associations in Hong Kong and
Panyu to help Hong Kong jewellery manufacturers develop the Mainland market.

The_Shefizhen
on the Mainland.
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Modelling HKPC's successful TURN programme, HKPC actively
collaborated with municipal and district governments in the PRD region,
including Shenzhen, Huizhou, Panyu and Zhongshan to establish various
sector-specific and cross-industry platforms during the year to support
the industrial upgrading of the region and help Hong Kong enterprises
develop sales on the Mainland.

TENRER=ZANER AREH ]| 1RE
HKPC'S INDUSTRIAL UPGRADING INITIATIVES IN PRD
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To help local manufacturers move up
the value chain, HKPC endeavours to facilitate the
development of industries that offer high growth

o TR potential. In 2008/09, HKPC further stepped up

its efforts in various sectors, including those of

= : automotive and aviation parts, medical devices, and

i
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i

information and communications technology (ICT).
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IN THE
FAST LANE
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In 2008, the Mainland overtook the United States to become the world’s second

largest automobile-producing country after Japan. The Mainland automotive parts and
components sector offers lucrative opportunities to foreign suppliers.

e
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HKPC collaborates with Hong Kong Applied Science and Technology Research Institute (ASTRI) and industry sponsors to develop critical technologies for
an LED headlamp system.
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HKPC develops a wireless backup monitor system for
long vehicles that can help prevent traffic accidents
caused by poor rear-end visibility.
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HKPC continues to work closely with the Hong Kong Automotive Parts
and Accessory Systems (APAS) R&D Centre to initiate market-led
research and development projects.

The efficient energy conversion of LEDs makes them the ideal substitute
for a variety of traditional light sources. During the year, HKPC
collaborated with Hong Kong Applied Science and Technology Research
Institute (ASTRI) and industry sponsors to develop critical technologies
for an LED headlamp system, including the optical lens, reflectors,
electronic control circuit and heat dissipation modules.

In the past year, HKPC completed the development of a reliable wireless
backup monitor system for long vehicles by overcoming the technological
challenges of near real-time transmission of images. This device can help
prevent traffic accidents caused by poor rear-end visibility for drivers of
long vehicles.

Another important feature in an automobile which is conducive to driving
safety is the vehicle dashboard. Drivers rely primarily on the dashboard to
monitor the performance of the car and driving condition via different signals
and indicators. The dashboard design is becoming even more critical as
more in-car infotainment systems and active safety systems are adopted.

HKPC is planning to develop a configurable LCD dashboard platform with
the support of industry sponsors and the Innovation and Technology Fund
(ITF). The platform will be able to integrate a variety of visual information
from present and future in-car systems with minimum distraction to drivers.

EERIEFRABE LCD/TERBIRNR - BEHEXERFAHZRBEEN )

HKPC is developing a configurable LCD dashboard platform that can integrate a variety of visual
information from in-car systems with minimum distraction to drivers.

DHEERER T -
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LIGHTING
THE WAY

With its superior lighting efficiency and long lifespan, the light-emitting
diode (LED) is recognized as a green solution for a wide spectrum of
applications, from automotive lights to both interior and outdoor lighting.

Supported by the optical and illumination design services of HKPC,
Lomak Industrial Company Ltd., an illumination-product manufacturer,
successfully developed an energy efficient street lamp using only 70
one-watt LEDs to replace a 250-watt sodium vapor Lamp, while also
conforming with the Chinese National Standards.

The government of Shipai, in Dongguan, installed around 50 of Lomak’s
LED street lamps as a pilot programme and the manufacturer has
decided to expand its manufacturing capability even amid the prevailing
adverse economy to explore the domestic market for LED products.

- i
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HKPC develops an infotainment system for a mass
transportation vehicle.

FEDHRBRITEER RO ERABE ) ERER T HTFRES -

HKPC and APAS will kick-start the development of a prototype electric minibus integrated
with critical components of Electric Vehicles (EV).

With the surge in the number of road accidents, there is a need for
intelligent devices to protect both drivers and pedestrians. Other than
the passive safety systems that are activated when an incident occurs,
research institutions are looking into active safety systems that can
effectively prevent accidents from happening. With funding support from
the Innovation and Technology Commission (ITC), HKPC has initiated
various projects to develop active safety systems, such as a collision-
avoidance system, lane-assist system, and pedestrian warning and
protection system.

Media Oriented Systems Transport (MOST) is a multimedia network
optimized for multimedia and infotainment applications in vehicles. HKPC
launched a development project for an infotainment system for a mass
transportation vehicle based on the MOST standard.

In response to increased public concern about environmental issues,
governments in different countries and regions have laid out new policies
to encourage the production and utilization of Electric Vehicles (EV) and
Hybrid Electric Vehicles (HEV). During the year, APAS undertook six
EV-related projects in cooperation with R&D teams in Hong Kong and the
Mainland. These projects covered key component technologies such as
battery management, functional EV power packs and charging stations
for EVs.

As for Hong Kong, the government has announced the initiative to
promote a green economy, including EVs, in the current budget
proposal. Leveraging on the growing community interest and the past
research efforts in this area, HKPC and APAS are prepared to kick-start
the development of a prototype electric minibus integrated with critical
components of EVs for commercial application in Hong Kong.
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Aircraft cabin seats are composed of
plastic and metal parts which require
high quality and precision manufacturing
techniques.

R = 7

HIGH FLYERS

NIt EMTIHESD) - N EEEAREIEENRER @ Bt HREENEE T E
E’Jﬁ'ﬁTHﬂi%L“ii'jJD °
The booming Mainland civil aviation market, together with Mainland’s large jet

programme has given a big boost to the demand for components for aircraft production
and maintenance.

AR EERICEMESMEEERNE  In order to help local manufacturers with the potential to manufacture

o FRFERIREASTIST  £EENBE  aircraft components take advantage of this opportunity, HKPC undertook

P T —IEAZEE  HEAHMBEREBIZIR  an ITF-funded project to implement a pilot programme to help Hong

HEMBERNIE - ZAREREATRMY  Kong manufacturers develop components for aircraft cabin seats. These

AR - BIE BB &8 MRNARM  seats are composed of a number of parts made of different materials,

BE EXeEERBEENEERD - including plastic, metal, fabric, foam, etc., for which high quality and
precision manufacturing techniques are required.

BMIEGEMEENEE IR IEESEE  Airworthiness is a very important issue for the aviation industry. All

R A B s A0 M A B BRAS 38 5F HKAR-21  aircraft registered with the Hong Kong Civil Aviation Department are

MRBESK - EMBFTARMEAEE - BHFR required to strictly comply with the HKAR-21 standard, which regulates

i BIERREZEE - BBEMEREEE]  the certification of aircraft production, component design, repair,

SRR - BEME Z2REKRES  maintenance, etc. Through this project, the experience and expertise

BRAMZEERRE ° gained will be useful to help more manufacturers acquire the necessary
aviation accreditation.
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MOVING UP
THE VALUE
LADDER

The Asian financial crisis a decade ago taught Providence Enterprise

Limited, a beverage dispensing pump manufacturer, not to become over-
reliant on a single business. The company has developed high value-
adding businesses with the help of HKPC. Utilizing its core competency
of dispensing pump technology, the company has successfully tapped
into the automotive parts and medical devices markets.

As the recent financial tsunami has led to plunging demand in European
and American markets, the company is opening up the Mainland
domestic market. For the next five years, the company will partner with
Mainland universities to develop medical equipment, and two percent of
its sales will be invested in R&D. Risk management and compliance with
international standards are central to the medical-equipment industry.
The company also joined HKPC’s ISO 14971 risk-management system
certification-support programme to stay ahead of the market.
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Worldwide demand for medical and healthcare equipment continues to rise with the

aging population. To help manufacturers and medical practitioners take advantage of
new opportunities, during the year HKPC continued to undertake projects funded under
the ITF and help manufacturers comply with emerging certification requirements for the
medical device industry.

FIE TR B F IR B rs 2 A T AL 17/E18 0 © g s » Vg
Wear test is performed with finger joint motion AFREFRRA TEREAABHIAR
simulator. Hand model simulating the implantation of artificial finger joint.
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One of the development projects involved collaboration with
the Department of Orthopaedics and Traumatology and the
Department of Mechanical Engineering of The University of Hong
Kong (HKU) to develop implantable artificial finger joints. HKPC
developed the manufacturing solution for the artificial joints in
biocompatible Cobalt Chromium (CoCr) alloy based on the finger-
joint designs by HKU. The know-how is readily transferable to local
industry to facilitate their manufacturing of implantable components
and exploration of new markets.

Risk management has always been a critical element in the medical
device manufacturing industry. ISO 14971 is an internationally
recognized risk-management standard for the medical device industry
and has been adopted by the International Electrotechnical Commission
(IEC) and regulatory bodies of many countries as part of their mandatory
requirements for the production of medical devices.

With the support of the SME Development Fund, and in collaboration
with The Hong Kong Institution of Engineers, HKPC helped local SMEs
set up an ISO 14971 risk management system and compiled a reference
manual to facilitate the implementation of the risk management system
by medical device manufacturers. One of the pilot companies is soon
expected to attain the first such certification in Hong Kong.
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CREATIVITY

THE REAL PRODUCTIVITY
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Creative industries are important economic drivers of Hong Kong. In support of the
government’s initiative to fuel the growth of the creative industries, HKPC has been
stepping up its support of the creative industries, in particular the digital entertainment
and software industries.

EEJJ/%'FEZOOBQ‘ BE R, ﬂf# 2] 7 {E H 28 5 HY
HKPC was the project manager of ICTAwards 2008 and assessment secretarlat for six award categories.
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o HKPC has been actively supporting digital entertainment and
EERE ©

digital content businesses in Hong Kong for many years. In
recent years, HKPC's Digital Entertainment Industry Support
Centre (DEISC) has been our spearhead to drive the growth
of the industry through industry promotion, industry studies,
Mainland collaboration and talent development. The DEISC
will also work closely with the Digital Entertainment Section
of the Create Hong Kong to assist local digital entertainment
companies in sourcing and accessing support services
and resources from various industry support
organizations.

To recognize the outstanding achievements and
creativity of the local digital entertainment industry,
HKPC organized or co-organized several industry
awards and exhibitions, including the Hong Kong
ICT Awards 2008, Best Digital Entertainment Award,
Second Hong Kong Mobile Film Festival and the

5535\5;515;,«#@;%%%#%5/“%&: Hong Kong section of the Tokyo 2008 DigiCon6
2008 DigiCon A XEEBEE=% : competition, whose grand award was won by a
Radio Television Hong Kong commissioned animation, o ) ) )

“My Mother is an Alien”, won the 2nd Prize at the 2008 DigiCon6 RTHK commissioned animation, “Hidden Elders”.

Competition (Hong Kong).
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Sponsored by the HKSAR Government’s Office of the Government
Chief Information Officer (OGCIO), HKPC conducted a year-long
international benchmarking study on good business practice
for the electronic games sector, with the aim of enhancing the
competitiveness of local electronic games developers in the global

market. Questionnaire surveys and focus group discussions with close to
50 companies and company visits with 14 companies from eight regions
were conducted to obtain useful data on good practices in the sector.

COMICS ON PARADE

HKPC co-organized the first Hong Kong Original Comics Parade with the
Hong Kong Comics & Animation Federation, which showcased the original

f works of famous Hong Kong comics artists in Guangzhou and Hong Kong. HKPC
Py = also co-organized the first Online Game Show in Hong Kong.
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Talent development is another cornerstone of the
creative industry. HKPC collaborated with the Hong Kong
Comics and Animation Federation (HKCAF) to develop
teaching materials for Visual Arts, one of the subjects in
the New Senior Secondary Curriculum (NSSC).

The teaching kits, the first for NSSC Visual Arts, will be
distributed free of charge to secondary schools for students
in Form 4 and above using the comics medium, adopting the
virtual world concept. Included in the content is the shared
experience of many renowned local comics writers.

To create opportunities for Hong Kong companies to expand
into the booming Mainland market, the DEISC set up Hong Kong
comics and digital entertainment pavilions in the Third Shanghai
International Creative Industry Week and organized a study mission
to Shanghai on digital entertainment industry developments, during
which HKPC signed an MOU with Shanghai Zhangjiang National
Digital Publishing Base to promote Shanghai-Hong Kong digital
entertainment industry collaboration.
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ASIA OPEN SOURCE SOFTWARE CENTER
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HKOSSC is a founding member of the alliance of Asian Open Source Solutions
Centres (AOSSC).

OPEN SOURCE HERALDS CREATIVITY

HKPC launched the Hong Kong Open Source Software Centre (HKOSSC)
in 2007 to promote the adoption of open-source software solutions in
Hong Kong and to support the local software industry in tapping related
business opportunities on the Mainland. The Centre offers a range of
services, including software porting, testing, solution demonstration,
training and research.

Supported by the Office of the Government Chief Information Officer
(OGCIO), the Centre collaborated with the Information & Software
Industry Association (ISIA) to promote open-source software (OSS)
development and adoption in Hong Kong by equipping local independent
software vendors (ISVs) with relevant technical capabilities, helping them
migrate their existing software solutions to the OSS platform and creating
business opportunities for them to market these solutions.

The project was completed in December 2008. At least 12 participating
ISVs recorded sales of over HK$5 million from their newly ported
solutions, generated through the marketing channels of this project.

After two years of discussions, 12 Asian Open Source Solutions Centres
(AOSSC) signed a Memorandum of Collaboration in October 2008 at

the AOSSC meeting chaired by the HKOSSC. It covers partnership in

the areas of training, education, information sharing and promotion of
open-source technologies among the AOSSC. The HKOSSC is a founding
member of the AOSSC alliance.
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With funding support of HK$93 million from the Government, a five-year Cleaner

Production Partnership Programme was officially launched in April 2008.
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The objective of this five-year Programme is to encourage and facilitate
Hong Kong-owned factories in the Pearl River Delta (PRD) region to
improve energy efficiency and reduce air pollutant emissions through the
adoption of cleaner production (CP) technologies and practices.

The Programme comprises awareness programmes, on-site assessment,
demonstration projects and effectiveness verification of CP

improvement projects .

Since the Programme commenced, there has been steady and
encouraging progress along all fronts. Planned targets have been met and
even exceeded in the number of on-site assessment and demonstration
project applications, environmental technology service-provider
registrations and participants in the awareness programme.

TBREENF B AR EREE  ERESFRESZE E/\ﬁ/gi/zﬂ/@:; BIEHAT

The Cleaner Pkoductionl Partnership Programme is jointlyorganized by the Environmental
Protection Departmehit; Guangdong Economidland Trade Commission and the Hong Kong
Productivity Council;
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A metal factory achieves energy savings by as
much as 50% by improving the operational
efficiency of production machines.
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The Programme has established a platform for closer liaison between the
HKSAR Government and its Guangdong counterparts in jointly promoting
CP to industry. The Programme has also established a platform for
working with Environmental Technology (ET) services providers to
implement projects funded by the Programme for Hong Kong-owned
factories in the PRD region.

With funding support from the Cleaner Production Partnership Programme,
HKPC conducted an on-site assessment for a Hong Kong-owned metal
factory. Subsequently, the company utilized programmable variable

speed drives (VSD) to control the operating speed of hydraulic pumps for
pressing machines and electric motors for stamping machines. With this
improvement measure, the pressing machine consumed 50 percent less
energy, and the stamping machine 40 percent less. The energy savings
allow the investment to be recouped in just 10 months.

As a demonstration project under this Programme, an automatic water-
based film laminating machine was adopted by a Hong Kong-owned
printing factory to replace the traditional solvent-based lamination practice.
With this new technology, the company was able to completely eliminate
the emission of volatile organic compounds (VOC) generated by the
lamination process. Consequently, the company achieved a VOC emission
reduction of 150 tonnes per year and a substantial saving of more than
RMB 2.5 million each year due to the use of a lower cost water-based
laminating adhesive. The payback period was only 4.5 months.

Opportunities for adopting cleaner production practices also abound

in the textile industry. With demonstration project funding, a textile
factory successfully applied a newly developed composite ceramic-
insulating coating to 20 dyeing tanks to reduce heat loss, instead of using
conventional sponge insulation material. This retrofit reduced steam
consumption by about 16,800 tonnes per year, equivalent to a saving of
more than RMB 2.3 million. The payback period was only 4.7 months.

BRI

A textile factory sighifieant!y reduces heat loss and energy constmption of'is. dye/ng
tanks by applying a new ceramic insulation coating.
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Wuxi Metal Surface Treatment Technology Industrial Park, established in
2003 in the vicinity of Taihu Lake in Jiangsu Province, is home to over 40
metal-finishing enterprises, most of which are Hong Kong-invested. The
Industrial Park is equipped with a centralized wastewater treatment facility
to treat the electroplating wastewater discharged from these factories.
However, with the continued deterioration in water quality in Taihu, which
is posing a serious threat to its famous hairy crab breeding industry, the
Central Government recently tightened the effluent discharge standards in
Jiangsu Province.

HKPC was commissioned by the Park to design and upgrade its existing
wastewater treatment facilities to meet the new discharge standard.
This was HKPC's first project which involved upgrading the centralized
environmental facilities of a Mainland industrial park. The successful
completion of this project, which is scheduled for the end of 2009, will

provide a good reference for establishing new industrial parks for Hong
Kong industry in the PRD.
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LOW CARBON MANUFACTURING

In recent years, global concerns about the climate change caused by
excessive carbon emissions from production have continued to rise.
Stemming from a greater expectation from consumers, global retailers
and brands are looking for ways to engage their supply chains to reduce
carbon emissions through improved energy efficiency. In order to prepare
manufacturers operating in the PRD to meet and satisfy this emerging
demand, WWF Hong Kong, in partnership with HKPC and Ecofys,
developed the Low Carbon Manufacturing Programme (LCMP).

The LCMP is the first-of-its-kind labelling programme to encourage
factories in the PRD to adopt energy efficient and low carbon emitting
production processes. The programme grants a label to participating
manufacturers in recognition of their performance in carbon footprint
reduction, greenhouse gas management and the adoption of best
practices in energy efficiency.

To provide guidance for factories to reduce carbon emissions, HKPC has
developed guidelines and a verification checklist on best practices in
energy efficiency for the plastics, textiles and electronics industries.

LCMP
GOLD
WWF St nocuamm

LCMP
CERTIFIED

&
WWF LOW CARBON
MANUFACTURING FROGRAMME
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HKPC organizes workshops and seminars to keep industries abreast of environmental regulatory developments.

GREEN COMPLIANCE

Managing green compliance constitutes one of the pivotal challenges for
businesses to achieve sustainability today. HKPC remains at the forefront
in efforts to offer a one-stop solution to enhance industry’s capability in
managing green compliance.

To keep industry abreast of legislative developments, HKPC continues

to run the Green Manufacturing Network (GMN), with special emphasis
on emerging requirements such as the European Union’s Registration,
Evaluation, Authorisation and Restriction of Chemical substances
(REACH), China’s Restriction of Hazardous Substances (RoHS),
Eco-Design of Energy-Using Products (EuP), the United States’ Consumer
Product Safety Improvement Act (CPSIA), etc.

Recognizing the need for strengthening support to industries on REACH,
HKPC has formed a partnership with the China REACH Solution

Centre to extend REACH support services to
industries in the PRD.
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With funding support from the Trade and
Industry Department, HKPC and the Hong
Kong Electrical Appliances Manufacturers
Association publish a practical guidebook
on China RoHS.



|IECQ Hazardous Substance Process Management (HSPM) QC 080000 is
an international standard which specifies the technical requirements that
manufacturers and suppliers must adopt to ensure that their products
conform to new hazardous substance content limits.

With the support of HKPC, one of the largest manufacturers of

printing supplies has successfully attained the world’s first [IECQ HSPM
QC 080000 certification in the printing supplies industry. With the

QC 080000 system in place, the client has now become more confident
and effective in managing compliance with increasingly stringent
international regulations.

GREEN PROCUREMENT

EERTH(EFIZEE

EITIER ° o ) )

lissions to Dongguan to HKPC was once more commissioned by the Environmental Protection
help Hong Kong manufacturers understand the
implementation of China RoHS.

Department (EPD) in 2008 to carry out a further study to update and

expand the green specifications for a list of 68 common items under
ZEYEBIZE IR (ECQ HSPM) QC 080000  Government bulk purchase contracts. This project is expected to
SRR HELE - HPS AR N itpERg  be of great significance in promoting a market for green products in
BIEEANEMES - tmREERSS  Hong Kong.
BEMESENRS -

EEENRNXET » ER—HERAH5E
FEM BUER B EER 2 BT BB B FEM 1T
ZEMEQC 080000 Em L = RE ° ST
QC 080000 F##t1% - B aE R XU ERE N E
I B R M BIFRIRIRIAAR

iREkRBE

HENRHE 2008 FHRFREBERTETT
BHSE - R BN IR R S 2T SRR A HEER BB
B Fe8E—MRBAYmNRERE - $F 5
BB E A EERTISENEE - Wlth the suppon‘ of HKPC, Print-Rite\Uniad lage Products Co Ltd. of Zhuhai

successfully obtains the world’s first IECQWSENM QC 080000 certification in the printing
suppli€s industry. 4
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The increasing number of food safety incidents in recent years has

aroused the food safety concerns of European and US consumers. Koon
Chun Hing Kee Soy & Sauce Factory Ltd. is a renowned local sauce
brand, whose products have been exported to fifteen countries in Europe
and North America. A few years ago, the company was requested by a
US customer to obtain food safety accreditation.

With the help of HKPC, the company successfully obtained accreditation
for Hazard Analysis and Critical Control Points (HACCP) in April 2006
and for ISO 22000 food safety management in 2009, thus becoming
the first food manufacturer in Hong Kong to obtain accreditation. The
international food safety accreditations not only helped the company

to increase its credibility, but
also opened up new markets in
European countries like Sweden & . . ,
and Norway. ii\"". e ; {3:'.?

INNOVATION OF
AN 80-YEAR-OLD
FLAVOUR
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Protecting the environment for future generations is a

responsibility that everyone must shoulder. HKPC continues to
drum up green awareness among business organizations and the
community at large.

Hong Kong Awards for
4! | Enwgronmental Excellence

|

3 q' W
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e —

Y E G REBRRE M EIREER MR
HKPC is the leading organization to provide consultancy services on technical
implementation of the Hong Kong Awards for Environmental Excellence.
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2008 Hong Kong Awards for
Environmental Excellence
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Small and Medium

Enterprise Award
Hong Kong Awards for
Environmental Excellence

BERAREWEE

2008 Hong Kong Awards for
Environmental Excellence

5%

Bronze Award
2008 Hong Kong Awards for
Environmental Excellence

BEERREMEE EERREMEE

GREEN AWARDS

The Hong Kong Awards for Environmental Excellence (HKAEE) has

been recognized by the community as one of the most prestigious and
reputable award schemes in Hong Kong. HKPC was commissioned

by the Environmental Campaign Committee (ECC) as the leading
organization to provide consultancy services on technical implementation
of the HKAEE.

During the year, the HKAEE introduced a new Carbon*“Less” Certificate
scheme to encourage and recognize the efforts made by companies and
organizations to reduce their carbon footprint. Proposed by HKPC, the
Carbon“Less” Certificate scheme is the first-of-its-kind programme in
Hong Kong.

Under the scheme, eligible participants are encouraged to strive for an
absolute reduction in their carbon footprint, and a certificate is issued
indicating the amount of reduction.

GREEN CAMPUS

Building knowledge and awareness of environmental protection should
start early in life, preferably in schools. Toward this end, a “Greener
Lifestyle Campus” programme was launched during the year to enhance
the environmental awareness of students and teachers through the
adoption of green facilities and technologies on their campuses.

HKPC organized a series of seminars for school teachers and
administrators on green technologies such as food waste conversion
and grey water recycling. Schools can apply for a subsidy from the
Environment and Conservation Fund to finance the installation of these
green facilities.
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HKPC is committed to the long-term growth and
development of its staff. A number of new initiatives
were launched during the year to foster better internal
communication, improve the work environment and fulfill

our Corporate Social Responsibilities.

1B RE R B SPHIPREN 7 AT 0 FREA KRR JE o
The introduction of paternity leave allows Mr Sam Lam of Process Management Division to take
care of his wife and family worry-free.
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HKPC was probably the first government subvented organization in Hong Kong to
introduce paternity leave. Effective from January 2009, male staff members are entitled
to three-day paid leave to take care of the new mother and baby. Although paternity
leave is not a mainstream practice, nor is it a statutory requirement, this family-friendly
practice will help increase staff morale and sense of belonging at HKPC.

Prndt_.rrhwty Council
LES S XY 3

25 Sy f#ib RE P EE o f
HKPE: wholly supports the Beijing Olympic Games.
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Get, Set, Go! HKPC staff and their family members participate in the ‘Walks for Millions’.
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Dress §pecia/-Day — community giving in a casual way.
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The HKPC management te 5ff actively participate fnithe Blood Donation Day.

During the year, the Staff Recreation Club (SRC) organized a wide range

of activities to enhance team spirit, offer relief from work stress and

support community services. The SRC also mobilized staff to participate

in external charity events, including Dress Special Day, Blood Donation
Day and Walks for Millions, to demonstrate HKPC'’s support for worthy
causes. Sports and leisure activities, ranging from hiking, bowling and

shooting to sightseeing tours and cooking lessons were organized to help

staff attain a more balanced and healthy lifestyle.
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Carol singing by HKPC staff choir at the Christmas Party.
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STAR SPEAKERS

BEFLEBART[AATHES
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HEEF BEIAEERNRET  EH
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The SRC also organized monthly staff luncheons with prominent
personalities as guest speakers to expand staff members’ vision and
horizons. The topics ranged from leadership, mental health and
investment to the Olympics and, in particular, the Equestrian events.
The objective was to expose staff members in a non-imposing way to
knowledge and views that may not come their way easily.
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The Sichuan earthquake also
destroys the fresh water supply.

PO I3 1272 2008 655 A 12 A 3 A 225 15 il AR KRB B - R EIFBR/NB AT AT -
NEEBEBEARRAE  FAF - TMUET/KR BEAREAZRBERNBERK -
The Sichuan Wenchuan earthquake, which happened on May 12, 2008, left more
than 69,000 dead and millions homeless. It also destroyed the fresh water supply
network in the area, leaving millions of people without access to clean water.

FokgmE )
P9I BE 48 47 B

I3 K 1 tors s
WaterSafe LET? -hﬁ'%‘;—'?

LEDBHRIIIKEZE L 1 E WaterSafe FFKF# » HRIVTEREH °
Ten “WaterSafe” systems are delivered to the affected areas of the Sichuan earthquake to provide a safe water supply to villagers.
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Drinking water is purified by the."WaterSafe” system
through the advanced membrane-filtration technology.
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With the sponsorship of a philanthropist and a local airline, HKPC
developed an innovative water treatment system known as “WaterSafe” to
provide a safe water supply to people in need. The design of “WaterSafe”
system is based on HKPC’s proven membrane-filtration technology.

Ten “WaterSafe Systems” were produced and delivered to remote
communities in Sichuan, including a primary school and several rural
villages. This is a demonstration of HKPC’s commitment as a caring
organization to develop advanced technology solutions for the benefit of
communities in need. The system will also be promoted to international
aid organizations.

MEDIA AND PUBLICITY

A series of new initiatives
were introduced in the past
year to extend our reach to
the business community and
other organizations. In April
2008, a weekly electronic
newsletter, HKPC News Flash,
was launched to keep the
business community updated
on HKPC's latest services.

The Council also actively explored
new media platforms to promote
its services. New ground was
broken in June 2008 with the
launch of a weekly TV series on the
NOW Business News Channel which
featured HKPC experts’ professional
advice on ways to enhance the
competitiveness of Hong Kong
enterprises.

GHEHIRBEFFIY (LEH BN iR TEFER
ERZTHE -

The weekly electronic newsletter “HKPC News
Flash” keeps the industries well-informed of the
latest development and services of HKPC.

apmmTFo?

Eaamms

Hong Kong Productivity Council Annual Report 2008/09 /5



15 R EI1E CARING ORGANIZATION

EHLIE AL -
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Established by the “HKPC Volunteers”, the Toys Bank
collects more than 6,000 toys and brings joy and fun
to the underprivileged children.
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HKPC VOLUNTEERS g

As a strong advocate of
corporate social responsibility,
HKPC encourages its staff
to participate in community
service and apply their
professional knowledge to
good causes. HKPC's first
voluntary group, the “HKPC
Volunteers”, was formed
during the year. The team
successfully solicited the
support of local industry

to establish a Toys Bank in Hong Kong
to bring joy and fun to underprivileged children and their
families.

More than 6,000 toys were collected and distributed through a series
of activities, such as fun days and outdoor excursions, which were
organized jointly with local social service organizations.
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GROOMING
OUR TEAM
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The pool of human resources is what makes HKPC a one-stop support platform for

Hong Kong industry. It has always been our top priority to build a resourceful and

erudite workforce.

AT R
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The Trainee Consultant Programme is an initiative by HKPC to groom itsinext'genération of expertﬁ

TRAINEE CONSULTANTS

The Trainee Consultant Induction Programme was introduced to recruit
top-notch university graduates for the future growth of HKPC. Similarly,
in response to the government’s appeal to develop technical human
resources for conducting R&D, HKPC launched an Internship Scheme to
train local university graduates through R&D projects funded by the ITF.
The trainees receive professional on-the-job training and are expected to
take up Associate Consultant positions upon completion of the one-year
programme.

5
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Serving HKPC for more than three decades, Mr Tsoi
Chiu-chung (right) of Innovation & IP Division is
congratulated by Mr Wilson Fung, Executive Director,
as he accepts the Best Performer award.

CARING ORGANIZATION

s TEEEERS . 8% T} \l e 4 .

The Best Performers are commended by the manageme_ht team.

HKPC is committed to the long-term growth and development of its
staff. Sponsorship programmes for external training and a generous
scholarship scheme were launched to support staff in their pursuit of
academic qualifications to a Bachelor Degree or above. These efforts
resulted in an impressive total of 20,000 hours of learning last year.

BEST-PERFORMANCE RECOGNITION

A comprehensive policy on individual awards is in place to recognize the
contribution and outstanding performance of staff members. The Best-
Performance Recognition Scheme was launched to give recognition to
the best performers identified in the annual performance appraisal. They
are presented with letters and tokens of appreciation at a dinner with the
Council and Standing Committee Chairmen. The Award of Distinguished
Achievement recognizes staff members with distinguished academic,
professional, research or community achievement.

CONTINUOUS IMPROVEMENT

HKPC introduced a new “Continuous Improvement” platform in May
2008 to motivate staff to initiate constructive improvement in work flow,
efficiency, customer service and creativity. Since its launch, more than
one hundred improvement suggestions have been received.
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GREEN
WORK LIFE
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HKPC is constantly aware of our corporate social responsibility to help reduce

carbon (or Greenhouse Gas) emissions in Hong Kong. HKPC launched the “Green
Work Life Campaign” in December 2008 to promote not just energy saving, but an
environmentally conscious work culture among staff.
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HK PC endeavours to provide a green and eco-friendly office environment.
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HKPC staff pledges their support to the “Green Worklife Campaign” by signing
on the Green Corner.
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Support Green! HKPC
introduces a No Paper
Cup policy at all its
meeting rooms.
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Twelve HKPC staff are appointed “Green Ambassadors” by Mr Wilson Fung (Centre),
Executive Director, to promote.a greener.office;

Improvements in building facilities and work processes were introduced

in our divisions and units through this campaign. A Green Corner was set
up in the HKPC Building in January 2009 as a focal point to disseminate
green tips to staff. Special events such as “No Paper Cup Day” and “One

LB BT e

@&} ll%’/'% 255’?{.? Lift Day” were organized to raise awareness of the campaign.

2

lf[q{}, T
l’ﬂ ;}{ ;/%' I’i (i, [& o1& o /TR | EH[—Lift H | )Z8) - BEE TH/THEW -
Tt "’/ I “One Lift Day” is one of the activities in the “Green Worklife Campaign”
4 ' to encourage HKPC staff to save energy by using the stairs.
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INDEPENDENT AUDITOR’S REPORT TO THE
COUNCIL MEMBERS OF THE HONG KONG
PRODUCTIVITY COUNCIL

(Incorporated in Hong Kong under the Hong Kong Productivity Council Ordinance)

We have audited the consolidated accounts of the Hong Kong Productivity Council
(“the Council”) set out on pages 84 to 127, which comprise the consolidated and
Council balance sheets as at 31 March 2009, and the consolidated and Council
income and expenditure account, the consolidated statement of changes in reserves
and the consolidated cash flow statement for the year then ended, and a summary of
significant accounting policies and other explanatory notes.

COUNCIL’'S RESPONSIBILITY FOR THE
ACCOUNTS

The Council is responsible for the preparation and the true and fair presentation

of these accounts in accordance with Hong Kong Financial Reporting Standards
issued by the Hong Kong Institute of Certified Public Accountants and the Hong

Kong Productivity Council Ordinance (“the Ordinance”). This responsibility includes
designing, implementing and maintaining internal control relevant to the preparation
and the true and fair presentation of accounts that are free from material misstatement,
whether due to fraud or error; selecting and applying appropriate accounting policies;
and making accounting estimates that are reasonable in the circumstances.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these accounts based on our audit. This
report is made solely to you, as a body, in accordance with the Ordinance, and for no

other purpose. We do not assume responsibility towards or accept liability to any other
person for the contents of the report.

We conducted our audit in accordance with Hong Kong Standards on Auditing issued
by the Hong Kong Institute of Certified Public Accountants. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance as to whether the accounts are free from material misstatement.
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An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the accounts. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material misstatement of the
accounts, whether due to fraud or error. In making those risk assessments, the
auditor considers internal control relevant to the entity’s preparation and true and fair
presentation of the accounts in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting
estimates made by the Council, as well as evaluating the overall presentation of the
accounts.

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

In our opinion, the consolidated accounts give a true and fair view of the state of affairs
of the Council and of the Group as at 31 March 2009 and of the Council’'s and the
Group'’s surplus and the Group’s cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards and have been properly prepared in
accordance with the Ordinance.

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong
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4re BEERIE%R CONSOLIDATED BALANCE SHEET

20094 3 A 31 H (LB BE)

at 31 March 2009 (Expressed in Hong Kong dollars)

FfaE
Note 2009 2008
FREBEE Non-current assets
BEEEE Fixed assets 3 $201,757,657 $200,286,401
MRIEZ I B A T AR E Investments in non-controlled subsidiaries 4 10,000 10,001
ity ey Interest in an associate 5 1,339,097 1,265,627
e $203,106,754 $201,562,029
REEE Current assets
SHAEM Consumables $89,175 $89,175
FEWERSR - BN RIES Accounts receivable, prepayments
and deposits 6 24,944,110 39,644,706
BITERRBE S Cash at bank and in hand 7 147,499,697 114,228,454
e $172,532,982 $153,962,335
RBEE Current liabilities
FER BRI FERTE A Accounts payable and accruals 8 $138,007,853 $134,564,218
FEHFEZAE BT BB A 75178 Amount due to a non-controlled subsidiary 9 63,828 319,720
FE &N RIFRIA Amount due to an associate 9 733,321 687,097
BRER Government loan 10 13,025,401 13,025,401
JERFRIE Tax payable 19(c) 126,244 422,938
e $151,956,647 $149,019,374
mBEEFE ] Netcurrentassets $20,576,335 $4,942,961
HWEERABAR Total assets less current liabilities $223,683,089 $206,504,990
FREEE Non-current liability
BRER Governmentloan 10 13025403 26,050,804
REE NET ASSETS $210,657,686 $180,454,186
EENREMEREHS Capital subvention fund and
K f#fE reserves attributable to the Council 11 $210,328,949 $179,924,941
DERRER Minority interests 11 328,737 529,245
EXEPSR#HE CAPITAL SUBVENTION FUND AND
RESERVES $210,657,686 $180,454,186

HENBR 20097 A 21 BZEW 3T -
Approved and authorised for issue by the Council on 21 July 2009.

FI0EF 127 EMMEBARAEN—&D -

=& Chairman

8= & Deputy Chairman
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BEB{ER BALANCE SHEET

20094 3 A 31 H (LB BE)

at 31 March 2009 (Expressed in Hong Kong dollars)

FfaE
Note 2009 2008
FREBEE Non-current assets
BEEEE Fixed assets 3 $201,251,514 $199,600,353
KRB R RIRE Investments in subsidiaries 4 18,732,001 20,020,001
. $219,983,515 $219,620,354
REEE Current assets
JHAEM Consumables $89,175 $89,175
FEWERSR - BN IERIES Accounts receivable, prepayments
and deposits 6 24,073,057 36,103,719
FEUHY B A RIkIE Amounts due from subsidiaries 9 1,809,759 3,548,857
WITER RIS Cash at bank and in hand 7 131,813,914 100,569,318
. $157,785,905 $140,311,069
hEBAE Current liabilities
FER BRI EETE Accounts payable and accruals 8 $129,989,345 $130,990,831
FERTH B A RIFRIA Amounts due to subsidiaries 9 12,487,167 10,919,503
BRER Government loan 10 13,025,401 13,025,401
. $155,501,913 $154,935,735
hBEE/ (RE)FE Net current assets/(liabilities) $2,283,992 $(14,624,666)
HWEERABAR Total assets less current liabilities $222,267,507 $204,995,688
FkREEE Non-current liability
BREHR Governmentloan 10 13025403  : 26,050,804
REE NET ASSETS $209,242,104 $178,944,884
BEXRERERHE CAPITAL SUBVENTION FUND AND 11
RESERVES $209,242,104 $178,944,884

HERBR2009%7 A 21 BZEL T3 -
Approved and authorised for issue by the Council on 21 July 2009.

=& Chairman

Bl /& Deputy Chairman

F0EF 127 ANKEBARE M —#D o

The notes on pages 90 to 127 form part of these accounts.
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4r&YSZBR B CONSOLIDATED INCOME AND EXPENDITURE ACCOUNT

#ZE20094F 3 A 31 HILFE (LB BEN)
for the year ended 31 March 2009 (Expressed in Hong Kong dollars)

B3
Note 2009 2008
WA Income
KLEEBRBTE B Government subvention for
recurrent activities 12 $152,431,000 $152,930,000
BRASUTA Services income 13 282,160,615 263,017,382
HAbYA Other income 14 11,249,391 8,820,814
$445,841,006 $424,768,196
X Expenditure
B 8 % Staff emoluments 15 (258,607,060) (232,306,905)
Hihz Other expenses 18 (193,617,201) (208,890,974)
FE(RES &N REE Share of loss of an associate (10,962) (6,920)
$(6,394,217) $(16,436,603)
I8 Taxation 19(a) 147,226 (208,376)
$(6,246,991) $(16,644,979)
#a/(1F) Transfer from/(to):
— ETZIE B MEEER — Capital subvention fund to match
IR ERE & with the related costs of
— REBTEEBIE — loss on disposal of fixed assets 11(a) 348,912 69,735
— FANEER — depreciation charge for the year 11(a) 18,804,429 19,791,131
— BUTERF 22 — interest expenses on government loan 11(a) 2,536,900 4,297 904
— FANBEETEELERER — Excess of fixed assets purchased over
RS capital subvention for the year 11(a) (6,704,087) (6,393,736)
— DY R — Minority interests 11(d) 200,508 (16,630)
BEWAEBHENER Net surplus transfer to revenue
subvention reserve 11(b) $8,939,671 $1,103,425

F0EE 127 ANKEBARE M —#D -

The notes on pages 90 to 127 form part of these accounts.
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578 E INCOME AND EXPENDITURE ACCOUNT

#ZE20094F 3 A 31 HILFE (LB BEN)
for the year ended 31 March 2009 (Expressed in Hong Kong dollars)

FfaE
Note 2009 2008
WA Income
KLEEBRIRATE B Government subvention for
recurrent activities 12 $152,431,000 $152,930,000
BRAGUTA Services income 13 278,006,313 258,400,403
E A Other income 14 11,476,292 8,564,517
$441,913,605 $419,894,920
Z Expenditure
BB # & Staff emoluments 15 (257,329,116) (231,535,345)
Hihsz Other expenses 18 (189,994,372) (205,604,058)
$(5,409,883) $(17,244,483)
#ga/(F) Transfer from/(to):
— ER3IE B e E R A — Capital subvention fund to match with
BEREDE the related costs of
— REBRTEEESE — loss on disposal of fixed assets 11(a) 348,912 69,735
— FAFEEH — depreciation charge for the year 11(a) 18,804,429 19,791,131
— BIEFA S — interest expenses on government loan 11(a) 2,536,900 4,297,904
— FANEEETEELERED — Excess of fixed assets purchased over
BHEEE capital subvention for the year 11(a) (6,704,087) (6,393,736)
HIWAEBREN TR Net surplus transfer to revenue
subvention reserve 11(b) $9,576,271 $520,551

F0EE 127 ANKEBARE M —#D -

The notes on pages 90 to 127 form part of these accounts.
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4reI L MER CONSOLIDATED CASH FLOW STATEMENT

#ZE20094F 3 A 31 HIEFE (LB BEN)
for the year ended 31 March 2009 (Expressed in Hong Kong dollars)

B3

Note 2009 2008
EIEEE Operating activities
LIEIR G RAFE Net cash inflow from operations 20 $31,784,023 $11,695,501
DR EARLME(HE]) People’s Republic of China (“PRC”)

EBR Enterprise Income Tax paid (149,468) (11,922)
CEEDNRERAFE Net cash inflow from operating activities $31,634,555 | $11,683,579
REEE Investing activities
BUFIE Interest received $1,517,172 $3,070,289
EREETEEMSRIE Proceeds from disposal of fixed assets 166,096 42,718
BABETEE Purchase of fixed assets (21,025,396) (9,149,897)
BEAZDOREALFE Net cash outflow from investing activities $(19,342,128) $(6,036,890)
A& EE Financing activities
AIEBABREEENBITED Government subvention for purchase

of fixed assets $17,748,000 $13,103,000
BFE A Government loan subvention 13,025,401 13,025,401
BEBFER Government loan repayment (13,025,401) (13,025,401)
B BT E R SRR T & B) Government subvention on

government loan interest 2,536,900 4,297,904
BENBRERFE Interest paid on government loan (2,536,900) (4,297,904)
BAREEERRKTE Proceeds from Clothing Technology

&AL CTDC ) T8 38 Demonstration Centre Company Limited

(“CTDC") fund for purchase of

fixed assets 2,396,802 -
BEMBHASRAFE Net cash inflow from financing $20,144,802 . $13,103,000
ReRELESEYILM Increase in cash and cash equivalents $32,437,229 $18,749,689
RA4B1BMNBRTERRES Cash at bank and in hand at 1 April 114,228,454 94,841,889
EXEEHHNTE Effect of foreign exchange rate changes 834,014 636,876
M3 A31IHKWRITERRES Cash at bank and in hand at 31 March 7 $147,499,697 $114,228,454

F0EE 127 ANKEBARE M —#D -
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e BEREBEEZEEIR CONSOLIDATED STATEMENT OF CHANGES IN
CAPITAL SUBVENTION FUND AND RESERVES

220094 3 A 31 HIFFE (LB ZBER)
for the year ended 31 March 2009 (Expressed in Hong Kong dollars)

B3
Note 2009 2008
RajlAmeser ] BalanceasatlApril $180454,186 $165,981,646
BEEEEEPRERNFESH Net expenditure recognised
directly in equity
HmERHEBARRE /D Exchange difference on translation of
EHER accounts of People’s Republic of
e China (“PRC”) subsidiaries $743388 $691,214
EHEWAEBFENFRE Net surplus transfer to
revenue subvention reserve
RE : Attributable to:

— &£ — The Group $8,939,671 $1,103,425
— DERE — Minority interest (200,508) 16,630
e R $8,739,163 ¢ $1,120,085

BEEEREPREIREN Income and expenditure recognised
WAREH directly in reserves
BARER® Capital subvention fund 11(a) $20,720,949 $12,661,271
M3A31AMEeR ] Balance asat31 March $210,657,686 [ $180,454,186
FOEF 127 ENHFBEARREMN—FD - The notes on pages 90 to 127 form part of these accounts.
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A% B BYRE

(LB R E7)
(Expressed in Hong Kong dollars)

(a)

(b)
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BEBEENRER 2008/09 F

(@)

(b)

The Council is a subvented body corporate established in 1967 under the Hong
Kong Productivity Council Ordinance. Its registered office and principal place of
operations is HKPC Building, 78 Tat Chee Avenue, Kowloon, Hong Kong.

The principal activities of the Council and its subsidiaries (together referred to as
the “Group”) are to promote increased productivity, and the use of more efficient
methods throughout Hong Kong's business sectors.

Statement of compliance

These accounts have been prepared in accordance with all applicable Hong
Kong Financial Reporting Standards (“HKFRSs”), which collective term includes
all applicable individual Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards (“HKASs”) and Interpretations issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”), accounting principles
generally accepted in Hong Kong and the requirements of the Hong Kong
Productivity Council Ordinance. A summary of the significant accounting policies
adopted by the Group is set out below.

The HKICPA has issued a number of new Interpretations and an amendment to
HKFRSs that are first effective for the current accounting period of the Group and
the Council. However, none of these developments are relevant to the Group’s
operations.

The Group has not applied any new standard or interpretation that is not yet
effective for the current accounting period (see note 24).

Basis of preparation of the accounts

The accounts have been prepared in accordance with section 17 of the Hong
Kong Productivity Council Ordinance. The consolidated accounts for the year
ended 31 March 2009 comprise the Council and its subsidiaries and the Group’s
interest in an associate.

The measurement basis used in the preparation of the accounts is the historical
cost basis. The preparation of accounts in conformity with HKFRSs requires
management to make judgements, estimates and assumptions that affect the
application of policies and reported amounts of assets, liabilities, income and
expenditure. The estimates and associated assumptions are based on historical
experience and various other factors that are believed to be reasonable under
the circumstances, the results of which form the basis of making the judgements
about carrying values of assets and liabilities that are not readily apparent from
other sources. Actual results may differ from these estimates.



AR B M

(LB R E7)
(Expressed in Hong Kong dollars)
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(b) Basis of preparation of the accounts (continued)

The estimates and underlying assumptions are reviewed on an ongoing basis.
Revisions to accounting estimates are recognised in the period in which the
estimate is revised if the revision affects only that period, or in the period of the
revision and future periods if the revision affects both current and future periods.

Subsidiaries and minority interests

The consolidated accounts include the accounts of the Council and certain of its
subsidiaries (note 4) made up to 31 March 2009.

A subsidiary, in accordance with Hong Kong Companies Ordinance, is a
company in which the Group, directly or indirectly, holds more than half of

the issued share capital, or controls the composition of the board of directors.
Subsidiaries are considered to be controlled if the Council has the power, directly
or indirectly, to govern the financial and operating policies, so as to obtain
benefits from their activities. In assessing control, potential voting rights that
presently are exercisable are taken into account.

An investment in a controlled subsidiary is consolidated into the consolidated
accounts from the date that control commences until the date that control
ceases. Intra-group balances and transactions and any unrealised profits arising
from intra-group transactions are eliminated in full in preparing the consolidated
accounts. Unrealised losses resulting from intra-group transactions are
eliminated in the same way as unrealised gains but only to the extent that there is
no evidence of impairment.

Minority interests represent the portion of the net assets of subsidiaries
attributable to interests that are not owned by the Council, whether directly or
indirectly through subsidiaries, and in respect of which the Group has not agreed
any additional terms with the holders of those interests which would result in the
Group as a whole having a contractual obligation in respect of those interest that
meets the definition of a financial liability. Minority interests are presented in the
consolidated balance sheet within reserves, separately from reserves attributable
to the Council. Minority interests in the results of the Group are presented on the
face of the consolidated income statement as an allocation of the total profit or
loss for the year between minority interests and the Council.

Where losses applicable to the minority exceed the minority’s interest in the
reserves of a subsidiary, the excess, and any further losses applicable to the
minority, are charged against the Group’s interest except to the extent that the
minority has a binding obligation to, and is able to, make additional investment
to cover the losses. If the subsidiary subsequently reports profit, the Group’s
interest is allocated all such profits until the minority’s share of losses previously
absorbed by the Group has been recovered.
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(Expressed in Hong Kong dollars)
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(c)

(d)

(e)

Subsidiaries and minority interests (continued)

In the Council’s balance sheet, an investment in a subsidiary is stated at cost less
impairment losses (note 2(g)).

Associates

An associate is an entity in which the Group or the Council has significant
influence, but not control, over its management, including participation in the
financial and operating policy decisions.

An investment in an associate is accounted for in the consolidated accounts
under the equity method and is initially recorded at cost and adjusted thereafter
for the post-acquisition changes in the Group’s share of the associate’s net
assets. The consolidated income and expenditure account includes the Group’s
share of the post-acquisition, post-tax results of the associates for the year.

When the Group’s share of losses exceeds its interest in the associate, the
Group’s interest is reduced to nil and recognition of further losses is discontinued
except to the extent that the Group has incurred legal and constructive
obligations or made payments on behalf of the associate. For this purpose, the
Group's interest in the associate is the carrying amount of the investment under
the equity method together with the Group'’s long-term interests that in substance
form part of the Group’s net investment in the associate.

Unrealised profits and losses resulting from transactions between the Group and its
associates are eliminated to the extent of the Group’s interest in the associate, except
where unrealised losses provide evidence of an impairment of the asset transferred,
in which case they are recognised immediately in income and expenditure.

In the Council’s balance sheet, an investment in an associate is stated at cost
less impairment losses (note 2(g)).

Fixed assets

Fixed assets are stated in the balance sheet at cost less accumulated
depreciation and impairment losses.

Depreciation is calculated to write off the cost of items of fixed assets, less
their estimated residual value, if any, using the straight line method over their
estimated useful lives as follows:

Hong Kong Productivity Council Building 50 years
(“HKPC Building”)

Leasehold improvements
— Office 10 years
— Non-office 3 years

Furniture and equipment 3to 10 years
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(e) Fixed assets (continued)

(f)

Both the useful life of an asset and its residual value, if any, are reviewed
annually.

The carrying amounts of fixed assets are reviewed for indications of impairment
at each balance sheet date. An impairment loss is recognised to the extent that
the carrying amount of an asset, or the cash-generating unit to which it belongs,
is more than its recoverable amount. The recoverable amount of an asset, or of
the cash generating unit to which it belongs, is the greater of its net selling price
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 assessment of time value of money and the risks specific to the
assets. An impairment loss is reversed if there has been a favourable change in
estimates used to determine the recoverable amount.

Gains or losses arising from the retirement or disposal of an item of fixed assets
are determined as the difference between the net disposal proceeds and the
carrying amount of the item and are recognised in income or expenditure on the
date of retirement or disposal.

Leased assets

An arrangement, comprising a transaction or a series of transactions, is or
contains a lease if the Group determines that the arrangement conveys a right to
use a specific asset or assets for an agreed period of time in return for a payment
or a series of payments. Such a determination is made based on an evaluation of
the substance of the arrangement and is regardless of whether the arrangement
takes the legal form of a lease.

(i) Classification of assets leased to the Group

Assets that are held by the Group under leases which transfer to the Group
substantially all the risks and rewards of ownership are classified as being
held under finance leases. Leases which do not transfer substantially all
the risks and rewards of ownership to the Group are classified as operating
leases, with the following exception:

- Land held for own use under an operating lease, the fair value
of which cannot be measured separately from the fair value of a
building situated thereon at the inception of the lease, is accounted
for as being held under a finance lease, unless the building is also
clearly held under an operating lease. For these purposes, the
inception of the lease is the time that the lease was first entered into
by the Group, or taken over from the previous lessee.
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Hong Kong Productivity Council Annual Report 2008/09



AR B M

(LB R EA7)
(Expressed in Hong Kong dollars)

(H HEEE(E)

(i FREBEER

IREERARZHERSHMEE
MR - RIREEEFELON TS
EHEHMRENSHHEAR - AE
AWM ARE P - BEMAEME
AR B R B B EE AT A Y
Wt BIBRSN o EFTS R AR
HHEISFE U R B R AIEEF T
REENERD - HFHEERE
AR R AERSIRE I -

AR ETHE R A i B BN IR
HAORERE BN -

() EERE

()

YRR - BN RERREN
e

SEESEEE ARMBYRR -
NRERRE  UHEREATHN
WERE - FEREEREREEEE
ABIMABUT —RREREBRE
RO R ER SR

— EBARRERNMERE

— EREH MERFEEAD
3R

— EBARTEHEHGRRESE M
MIFER

— Bt W5 BEIOERRER
HIRHEBABRAEZEN
BREH UK

— RERTARENAAEBER
ELRMBEEREAR -

94 HBEEHRBER 2008/09FR

(f) Leased assets (continued)

(ii) Operating lease charges

Where the Group has the use of assets held under operating leases,
payments made under the leases are charged to income or expenditure in
equal instalments over the accounting periods covered by the lease term,
except where an alternative basis is more representative of the pattern of
benefits to be derived from the leased asset. Lease incentives received are
recognised in income or expenditure as an integral part of the aggregate
net lease payments made. Contingent rentals are charged to income or
expenditure in the accounting period in which they are incurred.

The cost of acquiring land held under an operating lease is amortised on a
straight-line basis over the period of the lease term.

(g) Impairment of assets

Impairment of accounts receivable, prepayments and deposits

Accounts receivable, prepayments and deposits are reviewed at each
balance sheet date to determine whether there is objective evidence of
impairment. Objective evidence of impairment includes observable data
that comes to the attention of the Group about one or more of the following
loss events:

- significant financial difficulty of the debtor;

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

- it becoming probable that the debtor will enter bankruptcy or other
financial reorganisation;

- significant changes in the technological, market, economic or legal

environment that have an adverse effect on the debtor; and

- a significant or prolonged decline in the fair value of an investment in
an equity instrument below its cost.
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(g) Impairment of assets (continued)

()

(ii)

Impairment of accounts receivable, prepayments and deposits
(continued)

If any such evidence exists, any impairment loss is measured as the
difference between the asset’s carrying amount and the present value of
estimated future cash flows, discounted at the financial asset’s original
effective interest rate (i.e. the effective interest rate computed at initial
recognition of these assets), where the effect of discounting is material.
This assessment is made collectively where financial assets carried at
amortised cost share similar risk characteristics, such as similar past due
status, and have not been individually assessed as impaired. Future cash
flows for financial assets which are assessed for impairment collectively are
based on historical loss experience for assets with credit risk characteristics
similar to the collective group.

If in a subsequent period the amount of an impairment loss decreases

and the decrease can be linked objectively to an event occurring after the
impairment loss was recognised, the impairment loss is reversed through
surplus or deficits. A reversal of an impairment loss shall not result in the
asset’s carrying amount exceeding that which would have been determined
had no impairment loss been recognised in prior years.

Impairment of other assets

Internal and external sources of information are reviewed at each balance
sheet date to identify indications that the following assets may be impaired
or an impairment loss previously recognised no longer exists or may have

decreased:

- fixed assets; and

- investments in subsidiaries and an associate

If any such indication exists, the asset’s recoverable amount is estimated.
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(g) Impairment of assets (continued)

(ii) Impairment of other assets (continued)

- Calculation of recoverable amount
The recoverable amount of an asset is the greater of its net selling
price 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
time value of money and the risks specific to the asset. Where an
asset does not generate cash inflows largely independent of those
from other assets, the recoverable amount is determined for the
smallest group of assets that generates cash inflows independently
(i.e. a cash-generating unit).

- Recognition of impairment losses
An impairment loss is recognised in income or expenditure whenever
the carrying amount of an asset, or the cash-generating unit to
which it belongs, exceeds its recoverable amount. Impairment
losses recognised in respect of cash-generating units are allocated
to reduce the carrying amount of the assets in the unit (or group of
units) on a pro rata basis, except that the carrying value of an asset
will not be reduced below its individual fair value less costs to sell, or
value in use, if determinable.

- Reversals of impairment losses
An impairment loss is reversed if there has been a favourable change
in the estimates used to determine the recoverable amount.

A reversal of an impairment loss is limited to the asset’s carrying
amount that would have been determined had no impairment loss
been recognised in prior years. Reversals of impairment losses are
credited to income or expenditure in the year in which the reversals
are recognised.

(h) Consumables

Consumables comprise chemicals and tools and are stated at cost.

When consumables are consumed, the carrying amount of those consumables is
recognised as an expenditure in the period in which the consumption occurs.
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(i)

()

(k)

(1

Accounts receivable, prepayments and deposits

Accounts receivable, prepayments and deposits are initially recognised at fair
value and thereafter stated at amortised cost less allowance for impairment of
doubtful debts (see note 2(g)).

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair value less attributable
transaction costs. Subsequent to initial recognition, interest-bearing borrowings
are stated at amortised cost with any difference between the amount initially
recognised and redemption value being recognised in income or expenditure
over the period of the borrowings, together with any interest and fees payable,
using the effective interest method.

Accounts payable and accruals

Accounts payable and accruals are initially recognised at fair value and
subsequently stated at amortised cost unless the effect of discounting would be
immaterial, in which case they are stated at cost.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand, demand
deposits with banks and other financial institutions, and short-term, highly liquid
investments that are readily convertible into known amounts of cash and which
are subject to an insignificant risk of changes in value, having been within three
months of maturity at acquisition.

(m) Employee benefits

(i) Short term employee benefits and contributions to defined
contribution retirement plans

Salaries, annual bonuses, paid annual leave, contributions to defined
contribution retirement plans and the cost of non-monetary benefits are
accrued in the year in which the associated services are rendered by
employees. Where payment or settlement is deferred and the effect would
be material, these amounts are stated at their present values.

(i) Termination benefits

Termination benefits are recognised when, and only when, the Group
demonstrably commits itself to terminate employment or to provide benefits
as a result of voluntary redundancy by having a detailed formal plan which
is without realistic possibility of withdrawal.
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(n) Income tax

(o)

Income tax for the year comprises current tax and movements in deferred tax
assets and liabilities. Current tax and movements in deferred tax assets and
liabilities are recognised in income or expenditure except to the extent that they
relate to items recognised directly in reserve, in which case they are recognised
in reserve.

Current tax is the expected tax payable on the taxable income for the year, using
tax rates enacted or substantively enacted at the balance sheet date, and any
adjustment to tax payable in respect of previous years.

Deferred tax assets and liabilities arise from deductible and taxable temporary
differences respectively, being the differences between the carrying amounts of
assets and liabilities for financial reporting purposes and their tax bases. Deferred
tax assets also arise from unused tax losses and unused tax credits.

Apart from differences which arise on initial recognition of assets and liabilities,
all deferred tax liabilities, and all deferred tax assets to the extent that it is
probable that future taxable profits will be available against which the asset can
be utilised, are recognised.

The amount of deferred tax recognised is measured based on the expected
manner of realisation or settlement of the carrying amount of the assets and
liabilities, using tax rates enacted or substantively enacted at the balance sheet
date. Deferred tax assets and liabilities are not discounted.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or amount when the
Group or the Council has a legal or constructive obligation arising as a result of a
past event, it is probable that an outflow of economic benefits will be required to
settle the obligation and a reliable estimate can be made. Where the time value
of money is material, provisions are stated at the present value of the expenditure
expected to settle the obligation.

Where it is not probable that an outflow of economic benefits will be required,
or the amount cannot be estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow of economic benefits is
remote. Possible obligations, whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future events are also disclosed
as contingent liabilities unless the probability of outflow of economic benefits is
remote.
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(iii)

(p)

(q)

Revenue subvention reserve

In accordance with section 8 of the Memorandum of Administrative Arrangement
(“MAA”) dated 22 March 2003 signed between the Government of the Hong
Kong Special Administrative Region (“the Government”) and the Council, the
Council is allowed to keep any savings from its annual block grant (revenue
subvention and capital subvention for purchase of fixed assets) as reserves. At
any one point in time the level of reserve shall not exceed 15% of the Council’'s
annual block grant in the current financial year. The total block grant for the year
of 2008/2009 was $170.2 million (2007/2008: $166.0 million) and based on
this, the maximum level of revenue subvention reserve allowed under the MAA is
$25.5 million (2007/2008: $25.0 million).

Income recognition

Provided it is probable that the economic benefits will flow to the Council and
the income and expenditure, if applicable, can be measured reliably, income is
recognised in income or expenditure as follows:

(i) Government subventions

Government subventions consist of revenue subventions for recurrent
activities and capital subventions for fixed asset purchases and government
loan and interest repayments. Revenue subventions are recognised as
revenue in income and expenditure when there is reasonable assurance
that the Group will comply with the conditions attaching with them and

that the subvention will be received. Capital subventions are recognised as
income to the extent of the related expenditures incurred during the year.
Unspent subventions for recurrent activities and fixed assets purchases
arising in the financial year will be retained by the Council as reserves up to
a limit as agreed with the Government (note 2(p)). Amount in excess of the
limit will be returned to the Government in the following financial year.

(ii) Income from provision of services

Income from provision of services is recognised when the related services
are rendered.
(iii) Rental income from operating leases
Rental income receivable under operating leases is recognised in income
or expenditure in equal instalments over the periods covered by the lease
term, except where an alternative basis is more representative of the
pattern of benefits to be derived from the use of the leased asset. Lease
incentives granted are recognised in income or expenditure as an integral
part of the aggregate net lease payments receivable.

e
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(q) Income recognition (continued)

(r)

(s)

(iv) Interest income
Interest income is recognised as it accrues using the effective interest
method.

(v) Sale of goods

Income is recognised when goods are delivered at the customers’ premises
which is taken to be the point in time when the customer has accepted the
goods and the related risks and rewards of ownership.

Translation of foreign currencies

Foreign currency transactions during the year are translated at the foreign
exchange rates ruling at the transaction dates. Monetary assets and liabilities
denominated in foreign currencies are translated at the foreign exchange rates
ruling at the balance sheet date. Exchange gains and losses are recognised in
income or expenditure.

The results of operations outside Hong Kong are translated into Hong Kong
dollars at the exchange rates approximating the foreign exchange rates ruling
at the dates of the transactions. Balance sheet items are translated into Hong
Kong dollars at the foreign exchange rates ruling at the balance sheet date. The
resulting exchange differences are recognised directly in a separate component
of reserve. On disposal of an enterprise outside Hong Kong, the cumulative
amount of the exchange differences recognised in reserve which relate to

that operation outside Hong Kong is included in the calculation of income or
expenditure on disposal.

Borrowings costs

Borrowing costs are expensed in income or expenditure in the period in which
they are incurred, except to the extent that they are capitalised as being directly
attributable to the acquisition, construction or production of an asset which
necessarily takes a substantial period of time to get ready for its intended use or
sale.
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(t)

Related parties

For the purposes of these accounts, a party is considered to be related to the
Group if:

()

(vi)

the party has the ability, directly or indirectly through one or more
intermediaries, to control the Group or exercise significant influence over
the Group in making financial and operating policy decisions, or has joint
control over the Group;

the Group and the party are subject to common control;
the party is an associate of the Group;
the party is a member of key management personnel of the Group, or a

close family member of such an individual, or is an entity under the control,
joint control or significant influence of such individuals;

the party is a close family member of a party referred to in (i) or is an entity
under the control, joint control or significant influence of such individuals;
or

the party is a post-employment benefit plan which is for the benefit of
employees of the Group or of any entity that is a related party of the Group.

Close family members of an individual are those family members who may be
expected to influence, or be influenced by, that individual in their dealings with
the entity.
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(BB REN)

(Expressed in Hong Kong dollars)

[—*

3 BEEE 3 FIXED ASSETS
(a) £HE (@) The Group

HELTHE HERTF

EEHKRE HETRE RARRE #azE

Leasehold land Furniture
and HKPC Leasehold and
building improvements equipment Total

R{E : Cost:
R2008F4 A 1H At 1 April 2008 $267,784,136 $31,608,236 $131,028,402 $430,420,774
SN 6 Exchange reserve - - 108,671 108,671
AE Additions - 2,233,661 18,791,735 21,025,396
BE Disposals - = (7,711,455) (7,711,455)
M200943A31H At3l March2009 $267,784,136  $33841897  $142217,353  $443,843,386
E5HE - Accumulated depreciation:
R2008F4 A 1H At 1 April 2008 $94,932,177 $26,902,618 $108,299,578 $230,134,373
SN f Exchange reserve - - 62,517 62,517
FEHE Charge for the year 5,355,683 3,563,919 10,165,684 19,085,286
BE Disposals - - (7,196,447) (7,196,447)
R200943A31A  At3IMach2009 $100287860  $30466537  $111331332  $242085729
BREFRE : Net book value:
R 20093 A31 H At 31 March 2009 $167,496,276 $3,375,360 $30,886,021 $201,757,657
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(Expressed in Hong Kong dollars)

3 BEEE(E)

(a) &£E (&)

(@) The Group (continued)

3 FIXED ASSETS (CONTINUED)

HELTHE HERTF
EEHKRE HETRE RARRE #azE
Leasehold land Furniture
and HKPC Leasehold and
building improvements equipment Total
R{E : Cost:
R2007F4 8 1H At 1 April 2007 $267,784,136 $31,850,074 $124,807,521 $424,441,731
SN Exchange reserve = = 102,916 102,916
AE Additions - 433,160 13,657,945 14,091,105
BE Disposals = (674,998) (7,539,980) (8,214,978)
R200BF3A3LA  AL3LMarch2008 $267784,136  $3L608,236  $131,028402  $430420774
E5HE - Accumulated depreciation:
MR2007F4 A8 1H At 1 April 2007 $89,576,495 $21,857,437 $106,679,067 $218,112,999
SN f Exchange reserve - - 40,787 40,787
FEHE Charge for the year 5,355,682 5,696,179 9,031,251 20,083,112
BE Disposals = (650,998) (7,451,527) (8,102,525)
R2008F3A31E  A3LMach2008  $94932177  $26502618  $108299578  $230,134:373
BREFRE : Net book value:
R 20083 A31H At 31 March 2008 $172,851,959 $4,705,618 $22,728,824 $200,286,401
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(Expressed in Hong Kong dollars)

3 BEEE(E)

3 FIXED ASSETS (CONTINUED)

(b) £EHF (b) The Council
HELTHR HEEF
EEHKRE HETRE RERRE #azE
Leasehold land Furniture
and HKPC Leasehold and
building improvements equipment Total
R{E : Cost:
R 20084 5 1H At 1 April 2008 $267,784,136 $31,608,236 $129,413,073 $428,805,445
NE Additions - 2,233,661 18,736,937 20,970,598
RE Disposals - - (7,711,455) (7,711,455)
R2009F3A31H At3l March 2009 $267,784,136  $33,841897  $140438555  $442,0064,588
ZEtineE Accumulated depreciation:
R2008F4 5 1H At 1 April 2008 $94,932,177 $26,902,618 $107,370,297 $229,205,092
FEFE Charge for the year 5,355,683 3,563,919 9,884,827 18,804,429
RE Disposals - - (7,196,447) (7,196,447)
R2009F3A31H At31 March 2009 $100,287,860  $30,466,537  $110,058677 $240,813,074
BREFRE : Net book value:
200943 A31 H At 31 March 2009 $167,496,276 $3,375,360 $30,379,878 $201,251,514
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(LB BB )
(Expressed in Hong Kong dollars)

=3 2
3 EEEEE) 3 FIXED ASSETS (CONTINUED)
(b) £EHRE) (b) The Council (continued)
HELTHR HEEF
EEHRE HEIR RERRE #azE
Leasehold land Furniture
and HKPC Leasehold and
building improvements equipment Total
R{E : Cost:
R2007F4/81H At 1 April 2007 $267,784,136 $31,850,074 $123,302,372 $422,936,582
NE Additions - 433,160 13,650,681 14,083,841
BE Disposals - (674,998) (7,539,980) (8,214,978)
R2008F3A31H At3l March2008 $267,784,136  $31,608236  $129413073 $428,805445
ZETineE Accumulated depreciation:
R2007F481H At 1 April 2007 $89,576,495 $21,857,437 $106,082,554 $217,516,486
FEFE Charge for the year 5,355,682 5,696,179 8,739,270 19,791,131
BE Disposals - (650,998) (7,451,527) (8,102,525)
20083 A31H At31 March2008 994932177  $26902618  $107,370,297 $229,205,092
BREFE : Net book value:
MR 200843 A31H At 31 March 2008 $172,851,959 $4,705,618 $22,042,776 $199,600,353

(c) #EERMNAE LM REENAEIMIR  (C) The leasehold land and HKPC building held for own use is situated in Hong Kong
B WAHRBRBERAEE - and is held under a medium-term lease.
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(BB REN)

(Expressed in Hong Kong dollars)

4 MBEARRE

4 INVESTMENTS IN SUBSIDIARIES

55 XENBF
The Group The Council
2009 2008 2009 2008
EEMARG - Unlisted shares, at cost $10,000 $1,718,695 $20,022,000 $21,728,695
B ANERTE
BIEEE Impairment loss - (1,708,694) (1,289,999) (1,708,694)
$10,000 $10,001 $18,732,001 $20,020,001

HE ) BRHE R 2() (i) FrEk it E 2 B8
AREEHE - ERAABEREDERAN
SHEREEMETNRDEETE °

FREERRELEEEEHNAFHMIK
BEFHE - AFRNI
THEREE  YEENRRSREFRR

RRAEENTRE -

SERAEENRONER TN 200953 A

LNE R

The Council assesses the recoverable amounts of subsidiaries as set out in note
2(g)(ii) which are determined at the higher of fair value less cost to sell or its
value-in-use.

The value-in-use amount is calculated based on financial budgets which are
approved by management for up to 5 years. Cash flows beyond 5 years are
extrapolated using an estimated zero growth rate upon which an appropriate

discount rate is applied in discounting the cash flow projections.

Details of the Group’s and the Council’s subsidiaries as at 31 March 2009 are

31 BMEFEBIT ¢ as follows:
FrERELL
Proportion of ownership interest
AR I 2
EIE MR ERITR
Place of BREXR SEERER REENF HmKE AR
incorporation Particulars of Group’s ES2 o] BE
=1 and issued and paid effective held by held by FE#7
Name operations up capital interest the Council subsidiaries Principal activities
RS H AR BB PEREHKD 100% 100% - MERER
EEERLERAFC Hong Kong 10,0007 Research and
Automotive Parts and Accessory development
Systems R&D Centre Ltd. ®
EENREERERAA BH 7S HKD 100% 100% - REEBHE
BMM Ltd. Hong Kong 2,0007T Building management
FENBRZER)BR AR BE PEREHKD 100% 100% - AENRENK
HKPC Technology (Holdings) Hong Kong 10,0007 HEKRAEME
Co. Ltd. Commercialisation of
patents and project
deliverables of HKPC
EENER)BERDF BB PSHE HKD 100% 100% - REER
Productivity (Holdings) Ltd. Hong Kong 20,000,0007T Investment holding
HEN(BMN)EABRAF HEY PSHE HKD 100% = 100% R R EEFIARAS
Productivity (Guangzhou) PRC 2,400,000 7T Consultancy and
Consulting Co., Ltd. training services
HEN(RE)ERABRAR I PEREHKD 100% = 100% RER K35 HIARTS
Productivity (Dongguan) PRC 5,000,0007T Consultancy and
Consulting Co. Ltd. training services
HENCRIDEABRAF HEY PSHE HKD 100% = 100% RERE KI5 HIARS
Productivity (Shenzhen) PRC 1,610,0007T Consultancy and
Consulting Co. Ltd. training services
RYRBEENEMARAT  FH AR®RMB 64.94% - 64.94% AR RIEIARTS
Shenzhen SZ — HK Productivity PRC 1,540,0007T Consultancy and

Foundation Co. Ltd.
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BBIMER HESRRFEXED -
At EXRMEARNMBEELREE
BHEEENBNGAEERN  BREEN
[0 B 8 2 RO B 75 e A R R I AR 422 6
HEBRAYE LENRRHRBEEE
NBWERRE AU ENE A RN
FHEYTEK -

20084 - £ENBRIEBECTDC B &5
B B#BREE20084F 10 A28H5E
X o CTDCARES - REHAMBEEELT
5008 7T © B EFIREHT A AEERTIERT
B —#D - BBAEENRETRAHME
M BUIR IR T AR 45 Bl 8 - EL A9 240
BLMBOETEEAFEAD BIRIEEA
B B 2 AR IR B AT 3 H B S
BIEE - R T H) 180 B LEMEHIRIE @ I
SRR BR8P HE L S A A B IR
B — 2P A SRS T AR -

PrA KIS A R EA 2 R 5 A g =R =75
PrEt - WIFMEFTR S M EBAER
B B 8 2~ B BR B AT R A0 5 8 E AR EE I R
AN B BRI S BUREA) 14% K 4% -

ﬁé:.-é/'\ —_M"""

INVESTMENTS IN SUBSIDIARIES
(CONTINUED)

@ This subsidiary was incorporated for a specific purpose and was managed
independently and its operation is directly subvented by the Government. Accordingly,
the financial result of this subsidiary is not included in the consolidated accounts of
the Council as the Council does not have control nor significant influence over the
financial and operating policies of the subsidiary. The financial result of the subsidiary
not dealt with in the consolidated accounts of the Council is not considered to be
material by the Council.

In 2008, the Council agreed to a voluntary winding up of CTDC which was
completed on 28 October 2008. Upon the closure of CTDC, $5.0 million was
derived from liquidation of surplus assets which form part of the residual money
approved by the Government for the Council to carry out a 2-year special
programme of enhanced services for the clothing industry. Out of the $5.0
million, $2.4 million and $0.8 million were used for purchasing fixed assets and
for delivering textile related projects under the special programme respectively
during the year. The balance of $1.8 million is deferred and will be recognised
when further expenses are incurred in connection with textile related projects
under the special programme.

All the subsidiaries are not audited by KPMG. The accounts of the subsidiaries
not audited by KPMG reflect total net assets and total income constituting
approximately 14% and 4% respectively of the related consolidated totals.

INTEREST IN AN ASSOCIATE

58
The Group
2009 2008
(5 FEE Share of net assets $1,339,097 $1,265,627
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(Expressed in Hong Kong dollars)

5 BENTER(E)

5 INTEREST IN AN ASSOCIATE

(CONTINUED)

Bt ARl 2009443 A 31 HAEFIBW T Details of the associate as at 31 March 2009 are as follows:
HKE A REE
AR & EBTR FRERELL =R
& i 2 HEEZR Proportion of
Place of Particulars of ownership interest
g incorporation and issued and held by a EE#7E
Name operations paid up capital subsidiary Principal activity
AR
RMB
EEMBEENREROERAR el 3,000,000 40% BRI R EFIBRTS
Chongging — Hong Kong Productivity PRC Consultancy and

Promotion Center Company Limited

training services

%R N B E R SRR AT D AT
TTEZ °

BERARNMBTERERNT

The associate is not audited by KPMG.

Summary financial information on the associate:

BE = R [ ON EE
Assets Liabilities Equity Revenues Loss
2009 2009
100% 100 per cent $3,717,276 $(369,533) $3,347,743 $ - $(27,407)
SEERER Group's effective interest 1,486,910 (147,813) 1,339,097 - (10,962)
2008 2008
100% 100 per cent $3,189,912 $(25,844)  $3,164,068 $5,983 $(17,300)
SEERER Group's effective interest 1,275,965 (10,338) 1,265,627 2,393 (6,920)
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6 FBWERF  BAFER 6 ACCOUNTS RECEIVABLE, PREPAYMENTS AND
B DEPOSITS
£5 H£END
The Group The Council
2009 2008 2009 2008
JEUBR X Accounts receivable $18,160,296 $26,081,548 $17,782,833 $23,873,350
AR Allowance for doubtful debts (142,200) - (142,200) =

$18,018,096 $26,081,548 $17,640,633 $23,873,350
BT FRIE MRS Prepayments and deposits 6,926,014 13,563,158 6,432,424 12,230,369

$24,944,110 $39,644,706 $24,073,057 $36,103,719

FREREWEER - NRBERIZEHEHN All of the accounts receivable, prepayments and deposits are expected to be

—FAYESERAET L recovered or recognised as expenditure within one year.
(a) FEWBRFKRIE (a) Impairment of accounts receivable

JE U BE X HY SR E B 1B LAE S BR A0 8% - R 3E Impairment losses in respect of accounts receivable are recorded using an

SER A E A AN A s I R(E - allowance account unless the Group is satisfied that recovery of the amount

BRI EBEEEE i E R K (2 is remote, in which case the impairment loss is written off against accounts

5 2(g)(i)) ° receivable directly (see note 2(g)(i)).

TR SRR R ERBEREE) The following table summarises the changes in impairment losses for doubtful

accounts:
EEREENR
The Group and the Council
2009 2008

R4A18 At 1 April $ - $150,221
B HERRREEE Impairment loss recognised 142,200 =
B iSRRI E & 88 Uncollectible amounts written off - (49,501)
B R HREE 1R Impairment loss reversed - (100,720)
MR3A31H At 31 March $142,200 $ -
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6 MFEWERF - FAENRIER 6 ACCOUNTS RECEIVABLE, PREPAYMENTS AND
BE (&) DEPOSITS (CONTINUED)

(b) 3 R {E A9 FE W BR X (b) Accounts receivable that are not impaired
U BR TN FE R RN Z A AT 30K Trade debtors and bills receivable are due within 30 days from the date of billing.
RNEE - BEASEENBNEERERAE— Further details on the Council’s credit policy are set out in note 22(a).

FHBERIINHIE22(a) °

FEME B 5k £ [B] 3h 11 52 /5 2 R (B B9 FE UK BR B The ageing analysis of trade debtors and bills receivable that are neither
REWEBENIRIROITAT individually nor collectively considered to be impaired are as follows:
5 $ENR
The Group The Council
2009 2008 2009 2008
HMARE Neither past due nor impaired $8,673,737  $16928192 $8,296,274  $14,319.994
BE—EAR Less than 1 month past due $3,850,280 $6,107,912 $3,850,280 $6,107,912
mi —=={EA 1 to 3 months past due 4,592,516 1,870,114 4,592,516 1,870,114
BEI=E AL More than 3 months past due 901,563 1,575,330 901,563 1,575,330
e R $9,344,359  $9553356 $9,344,359  $9,553,356
$18,018,096 $26,081,548 $17,640,633 $23,873,350
IR 480 HA SR (B O FE U R B 25 42 3T BRI 4 Receivables that were neither past due nor impaired relate to a wide range of
KRBTGS TREAEFPER - customers for whom there was no recent history of default.
460 HA SR U [B118 I A R0 (B A FE MR R A 2 Receivables that were past due but not impaired relate to a number of
BHZHERIFFELCHNBYIRFL,A independent customers that have a good track record with the Council. Based
B BBELAER  ARNEEZELES on past experience, management believes that no impairment allowance is
AEH) MAEERERAEZZLEHDAITE necessary in respect of these balances as there has not been a significant
gUE - AL EEERETEFTERZSE change in credit quality and the balances are still considered fully recoverable.
ERFTIRBEFEEE - RETERZSE The Group does not hold any collateral over these balances.

RIS A R E RS -

/= =+
7 RITERRES 7 CASH AT BANK AND IN HAND
£H EENR
The Group The Council
2009 2008 2009 2008
RITFR Cash at bank $147,128,980 $113,839,277 $131,509,696 $100,229,413
Be Cash in hand 370,717 389,177 304,218 339,905

$147,499,697 $114,228,/454  $131,813,914 $100,569,318
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(Expressed in Hong Kong dollars)

7 RITERRBEE(E) 7

R200943A31H SEREENBH
RITIFREIBEFRERRRITHOFRIES B
15,416,297 7t (2008 4F : 12,810,936 7t.) &
376,402 70(20084F : 261,0797T) * iELETF
TR P R T 4B R BR P B U AR A RO M

CASH AT BANK AND IN HAND (CONTINUED)

Cash at bank of the Group and the Council as at 31 March 2009 include
$15,416,297 (2008: $12,810,936) and $376,402 (2008: $261,079) respectively
placed with banks in the PRC, the remittance of which is subject to relevant
rules and regulations of foreign exchange control promulgated by the PRC
government.

R ARELT
8 ENRMRNEFEH 8 ACCOUNTS PAYABLE AND ACCRUALS
55 *ENR
The Group The Council
2009 2008 2009 2008
FERTBRER Trade payables $19,643,251 $18,752,415 $19,643,251 $16,806,263
TEUBR TR Receipts in advance 75,262,414 68,944,674 68,520,784 68,427,971
FREGERE Provision for annual leave

compensation* 28,071,846 30,063,396 28,038,302 30,063,396
FEETER M EMBERFK  Accruals and other payables 15,030,342 16,803,733 13,787,008 15,693,201
$138,007,853 $134,564,218  $129,989,345 $130,990,831

PrA AR - BB R REMEN IR
BN —FRFE -

* FlRA AR

All of the trade payables, accruals and other payables are expected to be settled
within one year.

*

Provision for annual leave compensation

£H $ENR
The Group The Council
R2008F4H1H At 1 April 2008 $30,063,396 $30,063,396
BEAEHREEINE Additional provision made 1,855,917 1,822,373
EERRNEE Provision utilised (3,847,467) (3,847,467)
R 200943 A31 H At 31 March 2009 $28,071,846 $28,038,302

REEE CERIED) - BREH —BFORE
BAZEELERFRBEEHARLR
BRH) - BREtREFRARERX —REFER
BEERF - EREESBER - B EA
FRE\ES - WERAMREREROFER
FBNESRE - AR FEEBNORKEH
& MNEE B RIS SR B 2 E °

Under the Hong Kong Employment Ordinance, staff members who have
completed a full year of services are entitled to take at least seven days of leave
(including Sundays and Public Holidays) consecutively within one calendar year.
Any staff member who leaves his or her employment is entitled to annual leave
compensation. She/he is entitled to receive in cash the annual leave pay earned
but not utilised. The balance is dependent on the employees’ final salary and
annual leave days remaining at the balance sheet date.
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9 FEIEZIEFIMEBA R 9 AMOUNT DUE TO A NON-CONTROLLED
15~ ENBE R RRIER SUBSIDIARY, AMOUNT DUE TO AN
FEUWL /15 B B X RIFRE ASSOCIATE AND AMOUNTS DUE FROM/TO
SUBSIDIARIES
FERHIEZ IS B AR RIE - ENEEA Amount due to a non-controlled subsidiary, amount due to an associate and
FRE R EW/ MW B A TS & EIE amounts due from/to subsidiaries are unsecured, non-interest bearing and
- NER - WAREKBERER o repayable on demand.
10 BT E R 10 GOVERNMENT LOAN
SEEREENR The Group and the Council
2009 2008
r& Principal $249,425,000 $249,425,000
BAREFE Capitalised interest 18,385,117 18,385,117
$267,810,117 $267,810,117
AEFFEEERHSE Amounts repaid in prior years (228,733,912) (215,708,511)
AREFEENEEE Amount repaid in the current year (13,025,401) (13,025,401)
$26,050,804 $39,076,205
BREE [REEE] AK Amount due within one year
—F N E|HAgEE included under “current liabilities” (13,025,401) (13,025,401)
BREETERBAGE] N Amount due more than one year
— S R AR SR included under “non-current liability” $13,025,403 $26,050,804

BT A B2 A E W AB R EFAR
BEEBRYPRITATHNZEEEFF LR
BFEERNE -

ReREAEME D205 - SF1HE
& R —HIEFN 2010 12 AZIH
FOHMEENKABBRNTSFED -

112 =#BEEHBER 2008/09FHK

The loan, provided by the Government to fund construction of the Council's
building, bears interest calculated on a daily basis at the best lending rates
quoted by the note-issuing banks of Hong Kong.

The principal and capitalised interest is repayable by twenty annual instalments
with the last instalment due in December 2010. Funding for payment of the
annual instalment is obtained by an annual government subvention.



& B Mt NOTES TO THE ACCOUNTS
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11 EXEBERHE 11 CAPITAL SUBVENTION FUND AND RESERVES

£ £ENR
The Group The Council
B3
Note 2009 2008 2009 2008
BREHS Capital subvention fund  (a) $203,903,036 $183,182,087 $203,903,036 $183,182,087
W AEBIFE#E  Revenue subvention
reserve (b) 4,399,159 (4,540,512) 5,339,068 (4,237,203)
$208,302,195 $178,641,575 $209,242,104 $178,944,884
HINGE {8 Exchange reserve (c) 2,026,754 1,283,366
$210,328,949 $179,924,941
LERREELE  Minority interests (d) 328,737 529,245
$210,657,686 $180,454,186
(a) EXEHBE (a) Capital subvention fund
EEREENR The Group and the Council
2009 2008
R4A1H8 At 1 April $183,182,087 $170,520,816
BEBABEEENBFES  Government subvention for purchase of fixed assets
— EBAKIE — funds spent 17,748,000 13,103,000
BEEEBNERMETEE  Government subvention for repayment of government loan
— A& (MiFF 10) — principal (note 10) 13,025,401 13,025,401
— FB — interest 2,536,900 4,297,904
BB AEE B E/CTDC 7008 * CTDC fund for purchase of fixed assets* 2,396,802 =
(E)/BUERE M Transfer (to)/from income and expenditure account to
Be ¥ 5118 B #iERE & A match with the related costs of
— REETEEEEE — loss on disposal of fixed assets (348,912) (69,735)
— FEHEER(ME3Db)) — depreciation charge for the year (note 3(b)) (18,804,429) (19,791,131)
— BNEFFEZH — interest expenses on government loan (2,536,900) (4,297,904)
EEKZERE Transfer from income and expenditure account 6,704,087 6,393,736
M3 A31H At 31 March $203,903,036 $183,182,087

BRENER/TCHBEREEE - B
BT B R K 7 S5 A B ) K8 MIBUT 8
AERONEFFE - BEEENTEAR
VAR S & EE B E R e/ (518 /) R

EYEMESE -

* HEENREBFFHLER AR CTDC & A
RS - BT RBMFNRREEAR
BAFRIETEl - EECTDCHRIRE AIEEA
FrplEtEITE M EEEE ©

This fund was created for recording the cumulative effect of the purchase of fixed
assets, repayment of government loan and interest accrued for the loan borrowed
from the government for the construction of the HKPC Building, depreciation
charges of fixed assets and gain/(loss) on disposal of fixed assets in prior years.

* The Council has obtained the Government'’s approval to use the residual money from
closure of CTDC to carry out a 2-year special programme of enhanced services for
the clothing industry. The CTDC fund was used for purchasing fixed assets under the
special programme.
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i3

11 EXEBERHAB(E)

11 CAPITAL SUBVENTION FUND AND RESERVES

(CONTINUED)

(b) WMAEBIREE (b) Revenue subvention reserve
S £ENRE
The Group The Council
2009 2008 2009 2008
R4H1H At 1 April $(4,540,512) $(5,643,937) $(4,237,203) $(4,757,754)
BRIZRAE Transfer from income and
expenditure account 8,939,671 1,103,425 9,576,271 520,551
$4,399,159 $(4,540,512) $5,339,068 $(4,237,203)

WAEBDFEERERS T CHREENRREE

This reserve was created for the purpose of recording the Council’s and the

MR A/ (BR)MEL - Group’s accumulated surplus/(deficit).
(c) HNERME (c) Exchange reserve
£8
The Group
2009 2008
R4A1H At 1 April $1,283,366 $592,152
HEPBEMBATRBEMNELZR Exchange difference on translation of accounts
of PRC subsidiaries 743,388 691,214
MR3A31H At 31 March $2,026,754 $1,283,366

SNERBEIERERTBRIIELRE ME
ERFTAINEZRE - WERRME2(n) P
BB BRI

(d) PBRFRER

The exchange reserve comprises all foreign exchange differences arising from
the translation of the accounts of operations outside Hong Kong. The reserve is
dealt with in accordance with the accounting policies set out in note 2(r).

(d) Minority interests

=M
The Group
2009 2008
R4A81H At 1 April $529,245 $512,615
FEE G (ER)/FE Share of (loss)/profit for the year (200,508) 16,630
M3 A31H At 31 March $328,737 $529,245
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11 EXEPERFERE(E)

(e) EXEE

SEMAEN [EX] BFEAE S M
BHFAEEARE D - RETERSEREM
SERAETRHEBRELENR 5%

SEEEEANTIEREERESESE
B HIBE ) A R IR SR B BE Y A R 2R 52
NEHEILE

S EIZ R B B AN A E T HIER &
ERKENEANEE - EEHRREMEM
P 8 2 B 4BE A X B S SR B A0 ) B AN AR TE P
PR e

12 BT &EBY

11 CAPITAL SUBVENTION FUND AND RESERVES

(e)

(CONTINUED)

Capital management

The Group defines “capital” as including all components of capital subvention
fund and reserves. Trading balances that arise as a result of trading transactions
with other group companies are not regarded by the Group as capital.

The Group’s primarily objectives when managing capital are to safeguard the
Group's ability to continue as a going concern and to enable the Group to meet
its liabilities as they fall due for the foreseeable future.

The Group’s capital structure is regularly reviewed and managed with due regard
to the capital management practices of the Group. Neither the Council nor its
subsidiaries are subject to externally imposed capital requirements.

12 GOVERNMENT SUBVENTION

EEREEDLS The Group and the Council
2009 2008
KEEBRER Subvention for recurrent activities $152,431,000 $152,930,000
13 AR A 13 SERVICES INCOME
58 $ENE
The Group The Council
2009 2008 2009 2008
R a1 AR 75 Consultancy $211,176,181 $186,598,706 $209,160,696 $183,786,536
53 Training 33,346,417 29,386,787 33,029,986 27,581,978
BUBEE RS Manufacturing support 28,320,966 33,731,943 28,320,966 33,731,943
HETY R ES Publications and advertising 1,539,482 3,989,957 1,539,482 3,989,957
RESKERE Exhibitions 7,777,569 9,309,989 5,955,183 9,309,989

$282,160,615 $263,017,382  $278,006,313 $258,400,403
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14 EfA 14 OTHER INCOME
£H $ENE
The Group The Council
2009 2008 2009 2008
e Rental $5,079,133 $4,249,230 $5,269,033 $4,249,230
B Interest 1,517,172 3,070,289 1,417,951 3,044,368
Hih Others 4,653,086 1,501,295 4,789,308 1,270,919
$11,249,391 $8,820,814 $11,476,292 $8,564,517
15 B & % iF 15 STAFF EMOLUMENTS
55 £ENF
The Group The Council
2009 2008 2009 2008
Fr MoEEL Salaries & allowances $215,181,816 $187,878,487 $213,903,872 $187,106,927
HImE & Gratuities 677,807 493,167 677,807 493,167
BT EIRE Directorate passages 385,812 335,572 385,812 335,572
BEIE - BEEX Overtime, subsistence &
B=ih=—1-1 other allowances 587,723 338,774 587,723 338,774
BEFREK Staff housing and
IREEBL furniture allowances 8,330,673 8,765,364 8,330,673 8,765,364
B A =8 Staff education allowances 1,797,537 1,867,004 1,797,537 1,867,004
BRIREETEIERR Retirement schemes contribution 25,601,016 24,335,096 25,601,016 24,335,096
BEEHErE Medical benefits scheme 6,044,676 8,293,441 6,044,676 8,293,441
$258,607,060 $232,306,905 $257,329,116 $231,535,345
& Notes:

@ ZENRNBEHEBSLAFER
4,538,574 70.(2008 4 : /% 13,503,680
7T) © BRFATTRH (FiHRE18) -

(b) IEBEBXHAFE6,580,5137T(2008
4 : ##13,933,7717T) kB 3,737,187
TT(20084F : 7% 10,368,0007T) * EH 5!
STALERAENRBREAER AR (K
18) ©
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(a)  Temporary staff costs of the Council amounting to $4,538,574 (2008: $13,503,680)
have been charged to administrative expenses under note 18.

(b)  Project staff costs amounting to $6,580,513 (2008: $13,933,771) and $3,737,187
(2008: $10,368,000) have been charged to project related expenses of the Group and
the Council respectively under note 18.
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16 SREEAEEMH 16 SENIOR MANAGEMENT’S REMUNERATION

SREBEASRERAE N BIRERSHT The aggregate remuneration (salaries, allowances, benefits in kind and provident

BRI E BN (E 4 - 2B - EVMRANFAAE fund contributions) received by the senior management for their services
SE-FOBEENT ¢ rendered to the Council are listed as follows:
SEREENR

The Group and the Council
2009 2008
1w Executive Director $3,016,994 $2,833,920
Bl (R ER) Director (Technology Development) 2,682,173 2,090,189
BlaK(hEEE) Director (Business Consulting) 2,204,200 1,754,834
EMBE (HEERIT) Director (Manufacturing Productivity) - 1,354,586
$7,903,367 $8,033,529

17 £ENREEEREEN 17 COUNCIL MEMBERS’ REMUNERATION

)
RER  AENBIRREFREEAY

S RLEL[7) A ) AR A AR 75 KA £ 3 B
(20084 : &) »

During the year, the Chairman and members of the Council did not receive any
remuneration for their services rendered to the Council (2008: $Nil).

18 Hfth3z 18 OTHER EXPENSES
55 *ELR
The Group The Council
2009 2008 2009 2008
—RMRITEX General and administrative
expenses $34,597,354 $44,621,451 $36,579,856 $41,987,232
TH B M Project related expenses 121,087,009 120,578,084 115,529,645 120,469,382
REETEE Loss on disposal of
E518 fixed assets 348,912 69,735 348,912 69,735
e Depreciation 19,085,286 20,083,112 18,804,429 19,791,131
BB FLE Interest expenses on
S government loan 2,536,900 4,297,904 2,536,900 4,297,904
i Other expenses 15,961,740 19,240,688 16,194,630 18,988,674
$193,617,201 $208,890,974  $189,994,372 $205,604,058
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(LB B EN7)
(Expressed in Hong Kong dollars)

(@) FEWZIRE FIRNBIESR

(a) Taxation in the consolidated income and expenditure
account represents:

2008

FERE Taxation for the year $9,216
FERIE Taxation for the year $199,160
AT FREEZ R Over-provision in respect of prior years =
$199,160

$208,376

HREENREREBRIEE S (HH K
B> % 87 IRF R MM PA A BB BIIA - Bk
BRBNERERBNEH -

2008462 A HAEBRFEMHEZ 2009
FIA3AILFER  ICEARSEER
R EHTER17.5% MIEE 16.5% ° 4
ENRERAEEBE 2009 FEERBEBD &
RERENTZE - Al - HEWB AR
BEF BB EBRIRANFE NG BT
SEHIA16.5% (2008 4F : 17.5% ) KR K5
;é; °

TEMEBARNTIARRIERE S NEE
RITHERG R -
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The Council is not subject to any Hong Kong Profits Tax as the Council has been
granted exemption from all Hong Kong taxes by the Inland Revenue Department
under Section 87 of the Inland Revenue Ordinance.

In February 2008, the Hong Kong Government announced a decrease in the
Profits Tax rate from 17.5% to 16.5% applicable to the Group’s operations in
Hong Kong as from the year ended 31 March 2009. This decrease is taken
into account in the preparation of the Group’s 2009 accounts. Accordingly, the
provision for Hong Kong Profits Tax for Hong Kong subsidiaries is calculated at
16.5% (2008: 17.5%) of the estimated assessable profits for the year.

Taxation for PRC subsidiaries is charged at the appropriate current rates of
taxation ruling in the relevant provinces.



AR B M

(LB B EN7)
(Expressed in Hong Kong dollars)

(b) B HEERTH(EIE)/FIBLL  (b) Reconciliation between tax expenses and accounting

EABRELNEER (loss)/profit at applicable tax rates:
2008
KRE AT E 18 Deficit before taxation $(16,436,603)
HE BT R E R A (B8 ) /&8 Notional tax on (deficit)/surplus before tax, $222,684
KB EIIE calculated at applicable rate
JEER S T T R 2 Tax effect of non-taxable revenue (3,717)
AR S R B & Tax effect of non-deductible expenses 5,574
REERAAF AT IEE B A Tax effect of unused tax losses
IR & not recognised 52,447
DA EEEFBRIBEEERN Tax effect of prior years’ tax losses
B2 utilised (68,612)
T EEEGZIR Over-provision in prior years -
BEERFIESE W Actual tax expense $208,376
(c) REAEEABRATRMAEH (c) Current taxation in the consolidated balance sheet
HA: represents:
2008
FEBBFEHER Provision for Hong Kong profits tax for the year $9,216
H B 1 ZEFRIS B AE R Provision for PRC corporate income tax 413,722
$422,938
(d) EXEBEEEHEAE : (d) Deferred tax assets and liabilities:
EEM2009F3 A31 B EAE TR E The Group has no material deferred tax assets or liabilities requiring recognition
NELEFHRIBEESARE - as at 31 March 20009.
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(BB REN)

(Expressed in Hong Kong dollars)

20 IREBREMERMETE

20 NOTES TO THE CONSOLIDATED CASH FLOW

STATEMENT
FEEEESE RSN ST AERER Y Reconciliation of deficit for the year to net cash inflow from operating activities:
BE :
2009 2008
EEA W R B RIEMEE Deficit dealt with in the consolidated income and

expenditure account $(6,394,217) $(16,436,603)
SHFE R Decrease in consumables - 7,670

FEWERSR - BN RIZS Decrease/(increase) in accounts receivable,
B/ (3n) prepayments and deposits 14,878,116 (6,373,639)

FERTIEZ A P B A Bl 5kIE Decrease in amount due to a non-controlled
Vo subsidiary (255,892) (35,029)
FEA-TESE 8 A RIERIBIE AN Increase in amount due to an associated company 46,224 38,475
FERTBR R M FE=T 28 AR N Increase in accounts payable and accruals 3,123,915 13,197,087
B Interest income (1,517,172) (3,070,289)
REETEEBE Loss on disposal of fixed assets 348,912 69,735
SENREEEENE Depreciation on fixed assets of the Council 18,804,429 19,791,131
WEAREEEETE Depreciation on fixed assets of subsidiaries 280,857 291,981
PR BR FOR(E Impairment of accounts receivable 142,200 =
BN EZHA S Interest expenses on government loan 2,536,900 4,297,904
FERES & R REE Share of loss of an associate 10,962 6,920
fER =R Exchange differences (221,211) (89,842)
LER SR AFERE Net cash inflow from operations $31,784,023 $11,695,501

21 EHERH

(@) fERAEMEA

M2009F3 A31H - KB R4ENBHIRE
AN AT 35 O AR = T BT R SRR A By AR

21 OPERATING LEASE ARRANGEMENTS

(@) As lessee

At 31 March 2009, the Group and the Council had future aggregate minimum
lease payments under non-cancellable operating leases as follows:

EREEAT -
55 *ENF

T R EEY Land and buildings The Group The Council
2009 2008 2009 2008
F—FR Not later than one year $686,507 $880,956 $117,143 $387,000

FIEERFNRN Later than one year and

not later than five years 308,806 61,452 1,500 46,800
$995,313 $942,408 $118,643 $433,800

BUME—ROT/B—=0F XHE
REBEDR  ERFA
E o BRMEENTESHEHE -

BREHE

contingent rentals.
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The leases typically run for an initial period of one to five years, with an option
to renew the lease when all terms are renegotiated. None of the leases includes



AR B M

(LB B EA7)
(Expressed in Hong Kong dollars)

(b) fERHBEA

(a)

2009F3 A31 H » £B REE N BIRE
ST EH O 48 2 A B A R SR AE MR B R R AR
ST

BLHE—RONLRHMFE  LAGHER
BEY  ERMEGRANENEE - &
BHEH T EERAES -

EENRNERXBBRETEELEER
RBES  MERRINERR - LR
RREENMBEERBREMRAMAE
e

EEER

SENEERREZ2KAEBKIER - BT
BEHEFEEREK  THERHEEEEER
BREE -

200810 A 14 B - BRNEM2R(TF
RREET D B RA - ERIMNERE D AN
AEBNE R BITTIR R P A R A R
BREESERMHER  BEE2010FK - &F
MEENBN2009F3 A31 BN Rl R
131,712,683 7T41131,133,294 TTHIIR1TAE
ERIGTF A B )RR R RS - BRI
M EVESRE

REER  EENRBHERNESERRES
BR - HEREREERLREF ORI
BRAR - RN RIARIRE %R M 33% (2008
F:26%) °

FERRNESEEHEEEARRIITR
FIAE A E NN E R EEAR AN
S

(b) As lessor

(a)

At 31 March 2009, the Group and Council had future aggregate minimum lease
receivables under non-cancellable operating leases as follows:

2008

A Not later than one year $966,840
ERFEN Later than one year and not later than five years 1,751,280
$2,718,120

The leases typically run for an initial period of two years, with an option to renew
the lease when all terms are renegotiated. None of the leases includes contingent
rentals.

Exposure to credit, liquidity, interest rate and currency risks arises in the normal
course of the Council’s business. These risks are managed by the Group'’s
financial management policies and practices described below.

Credit risk

The Group’s credit risk is primarily attributable to accounts receivables.
Management has a credit policy in place and exposure to these credit risks are
monitored on a going basis.

On 14 October 2008, the Government announced the use of the exchange

fund to immediately guarantee repayment of all customer deposits held with
authorised institutions in Hong Kong Special Administrative Region following

the principles of the Deposit Protection Scheme, until the end of 2010. The
Group’s and the Council’s bank balances of $131,712,683 and $131,133,294
respectively at 31 March 2009 are kept in the said authorised institution and are
therefore protected under the said scheme.

At the balance sheet date, the Council has a concentration of credit risk as 33%
(2008: 26%) of total accounts receivable, prepayments and deposits was due
from the Group'’s five largest customers.

The maximum exposure to credit risk is represented by the carrying amount
of each financial asset in the balance sheet after deducting any impairment
allowance.
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22 SRITEH(4E) 22 FINANCIAL INSTRUMENTS (CONTINUED)

(b) REBEEER
SEOBELTRELRDELEL - M

RIREBERNOASHE  BHAOMER
AT RAER DL FHE -

(b) Liquidity risk

The Group’s policy is to regularly monitor its liquidity requirements to ensure that
it maintains sufficient reserves of cash to satisfy its contractual and reasonably
foreseeable obligations as they fall due.

TREJNEEREENBNERA BN
HAMNKBRAOHE - LA HRTRER
LnE (BERAEOMETENH SR
o (AF B A B RIR N AEE B VR ITHI%)
ARAEENRAERNRT ARE

The following table details the remaining contractual maturities at the balance
sheet date of the Group and the Council’s financial liabilities, which are based
on contractual undiscounted cash flows (including interest payments computed
using contractual rates or, if floating, based on rates current at the balance sheet
date) and the earliest date the Council can be required to pay:

&5 The Group
2009
ERRITE —FRH HiB—F HIBRE
RHESE HeRELE RER BLRAME BLREF
Total
contractual More than 1 More than 2
Carrying undiscounted  Within 1 year year but less years but less
amount cash flow or on demand than 2 years than 5 years
FERRTBRFR Accounts payable and
Rt ER accruals $138,007,853 $138,007,853 $138,007,853 $ - $ -
FE IR AT Amount due to
)N a non-controlled
KIA subsidiary 63,828 63,828 63,828 - -
FESER & AT Amount due to
FKIB an associate 733,321 733,321 733,321 - -
B ER Government loan 26,050,804 28,591,650 14,458,195 14,133,455 -
$164,855,806 $167,396,652 $153,263,197 $14,133,455 $ -
2008
BRIARITE —F A HBiEm—F HRBR
RETRE HenERs B2k BALRRE BLORAF
Total
contractual More than 1 More than 2
Carrying undiscounted Within 1 year year but less years but less
amount cash flow or on demand than 2 years than 5 years
FERTERFR K Accounts payable and
FEETER accruals $134,564,218 $134,564,218  $134,564,218 $ - $ -
FERTIER F2 Amount due to
=SNG a non-controlled
FKIA subsidiary 319,720 319,720 319,720 - -
FESTEgE & AR Amount due to
KIE an associate 687,097 687,097 687,097 = =
B ER Government loan 39,076,205 44,320,405 15,559,367 14,553,716 14,207,322
$174,647,240  $179,891,440  $151,130,402 $14,553,716 $14,207,322

122 &#BEEABER 2008/09FHK
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22 EWMITA(E)
(b) RBEZEMR(E)

22 FINANCIAL INSTRUMENTS (CONTINUED)

(b) Liquidity risk (continued)

£ENR The Council
2009
BRRFER —FAH BiB—F BIBRME
RESE RERELE RER BELRBE BELREFE
Total
contractual More than 1 More than 2
Carrying undiscounted  Within 1 year year but less years but less
amount cash flow or on demand than 2 years than 5 years
FERTBRFR K Accounts payable
fEstEA and accruals $129,989,345 $129,989,345 $129,989,345 $ - 3 -
FEHHI B AR Amount due to
IR subsidiaries 12,487,167 12,487,167 12,487,167 - -
BRER Government loan 26,050,804 28,591,650 14,458,195 14,133,455 -
$168,527,316 $171,068,162 $156,934,707 $14,133,455 $ -
2008
BRIRITR —F Rk HBiE—F HRBR
FEEE DHenR=Eem REK B ME BAORAF
Total
contractual More than 1 More than 2
Carrying undiscounted Within 1 year year but less years but less
amount cash flow or on demand than 2 years than 5 years
FERTBRFR % Accounts payable
FEETER and accruals $130,990,831  $130,990,831  $130,990,831 $ - $ -
FETHTEB A ) Amount due to
FH subsidiaries 10,919,503 10,919,503 10,919,503 - -
BITER Government loan 39,076,205 44,320,405 15,559,367 14,553,716 14,207,322
$180,986,539  $186,230,739  $157,469,701 $14,553,716 $14,207,322
(c) FIEEPz (c) Interest rate risk

SEMNEFZRBRTER - FEEHIINE
BHIMIEE10 - AENRARERILEE R
MERE - AASSFOREENFA(RRE
MENFOEEBFSFER) -

The Group’s borrowing is advanced from the Government, as disclosed in note
10 to the accounts. The Council considers that there is no exposure to significant
interest rate risk as the funding for the payment of the annual instalment
including the interest payment, is obtained by an annual government subvention.
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22

(d)

SRTAE(E)
S B

SEASNUET - AR - BEIKRETE
BERE D WA RRAEEINERE R o AR
AITEI T - KRERRBITILRITH
PR HBRIFE R TA - BAARY
BENBRITFHENRARKRATS - MR
HBREHOREEN  SESEMERIR
BEBEXEEING - UBRKTEERERE
R AT AKF -

(i) SNEEBREE

TREIEENRREE A RERIA
SENNEEEE U —EEREHE
MEEXBEMARENEERR -

22 FINANCIAL INSTRUMENTS (CONTINUED)

(d) Foreign currency risk

The Group is exposed to currency risks through certain income and cost that are
denominated in United States dollars (“USD”), Renminbi (“RMB”), Japanese
Yen (“JPY”) and Euro (“EUR”). As the Hong Kong dollar (“HKD") is pegged to
the USD, the Group considers the risk of movements in exchange rates between
the HKD and the USD to be insignificant. For income and cost denominated

in RMB, JPY and EUR, the Group ensures that the net exposure is kept to an
acceptable level by buying or selling foreign currencies at spot rates where
necessary to address short-term imbalances.

(i) Exposure to currency risk

The following table details the Council’s exposure at the balance sheet date
to currency risk arising from recognised assets or liabilities denominated in
a currency other than the Group’s functional currency.

£8 The Group
2009 2008
ESpH AR AE Bt ey AR¥E =E] BT
usD RMB JPY EUR usD RMB JPY EUR
FEURBRZR ©  Accounts receivable,
FEFRB prepayment and
Rize deposits - 761,013 - - - 2327112 = =
$R17175 %  Cash at bank and
e in hand 6,853 13,267,917 208,749 2,063 1,847 11,603,705 - -
FEIBRZR K Accounts payable
JEEFEM  and accruals (112,438) (7,031,020) (9,671,884)  (34,051) (98,278) (3,511,883) (1,902,587)  (32,138)
SEONEEE  Net exposure to
HE currency risk (105,585) 6,997,910 (9,463,135) (31,988) (96,431) 10,418934  (1,902,587)  (32,138)
£ENR The Council
2009 2008
EpH AR HE Bt Ev AR =E] BT
usD RMB JPY EUR usD RMB JPY EUR
$R1717 5 K%  Cash at bank and
Bne in hand 6,853 47,057 208,749 2,063 1,847 230,502 - -
FENTBERR  Accounts payable
fEstEM  and accruals (112,438)  (122,375) (9,671,884)  (34,051) (98,278) - (1,902)587)  (32,138)
SEONEEE  Net exposure to
HE currency risk (105,585) (75,318) (9,463,135)  (31,988) (96,431) 230,502  (1,902,587)  (32,138)
124 &sEENRER 2008/09 F3H
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in Hong Kong dollars)

(d) shismEBe(4E)

(ii)

AR
— FHES%
— B21E5%

HE
— FHE5%
— B2E5%

T
— FHE5%
— B2 {E5%

BRED

TRFAVNEERARE - HE R
TTHBTTGURE ETH ek N 5% M %
2 BRENMEBREUINETE
HAREEERIAR - IR FLIAINE
PERE% MBBIEITTIRE TR - HUK
BN BERITHEER o EBERTEA
R - BEIRETHETHER 7t
B AIFERBRESEM - MAR
% HERBICLETHER E/
T#5% - BIFERERMBRES M/ R
DR

£

RMB
— 5% increase
— 5% decrease

JPY
— 5% increase
— 5% decrease

EUR
— 5% increase
— 5% decrease

(d) Foreign currency risk (continued)

(ii) Sensitivity analysis
The following table details the Group’s sensitivity to a 5% change in the
RMB, JPY and EUR against HKD. The sensitivity analysis includes only
outstanding foreign currency denominated monetary items and adjusts
their translation at the year end for a 5% change in foreign currency
rates. The sensitivity analysis includes bank balances. A positive number
indicates an increase in surplus for the year where the RMB, JPY and EUR
strengthen against HKD. If there is 5% increase/decrease in RMB, JPY and
EUR against, the increase/(decrease) in the surplus for the year is shown
as below:

The Group

2008

$12,712
(12,712)

$(6,918)
6,918

$(18,553)
18,553
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BRAKE SEREORHRER - £E
BIORITU TEABRH RS

(i) ZENREFERZBERABMNITH
REZRE - BFAHAENREES
FEN - MEENRBEBUTZ HE
RIBERBB RS - ARAEKRE
DRIIR - F£R - £ENBG ERT
ETTHIERRBER RS -

In addition to the transactions and balances disclosed elsewhere in these

accounts, the Group entered into the following material related party transactions:

(i) council Membership of the Council is appointed by Chief Executive of the
Government. The Government has significant influence over the Council
and transactions between the Council and the Government are considered
to be related party transactions and are identified separately in these
accounts. During the year, the Council has had the following material
related party transactions with the Government:

2008
EBEBRFEREFE Repayment of government loan and interest $17,323,305
IR E B - AR : Receipt of government subvention used for:
— BABEEE — purchase of fixed assets 13,103,000
— BEEREREFE — repayment of government loan and interest 17,323,305
— EEEE — recurrent activities 152,930,000
(i) EEEHMERBEBEIRS : (ii) Other material related party transactions of
the Group:
k=2
Note 2008
R FEZ 12 BT A A Service income earned from
TR B9 AR AU A a non-controlled subsidiary (1) $3,868,936
R FES 122 BT 8 A 7] Rental income received from
IS U a non-controlled subsidiary 2) 1,473,000
B - Notes:

L AHEBEHRERTRRG RS
NS B AR - R
ENRARMERRSORLUER
5 -

(2)  [FIFERIEEGIHIE A RKREAE IR
AEBERAENGHAR - WIRR
EENRBERMEP R HHBALLE

TRl = °©
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(1)  Service income earned from a non-controlled subsidiary relates to services
provided and is based on similar terms as the Council’s transactions with other
customers.

(2)  Rental income received from a non-controlled subsidiary relates to tenancy
agreement terms and is based on similar terms as the Council’s transactions
with other customers.
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24 EEMBEERZE 2009 F 24 POSSIBLE IMPACT OF AMENDMENTS, NEW

3A31 EIJJ:““‘ﬂ‘*JrEFF‘HE
EREVIBET ~ ERIR
B R m RN E

BEARBTER  FESHAMASER
MEZEEBE 200943 A31 HILEHFE
RARER - TORBEARRE FRANERT
R 2R -

SBERIEFHAELER] - ERI R RE

TAHNRMERBRELNTE - BATN

%ﬁ%'xlm%ﬁiﬁﬁﬁﬁ%ﬂ 2
FENEETK

STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE ANNUAL
ACCOUNTING YEAR ENDED 31 MARCH 2009

Up to the date of issue of these accounts, the HKICPA has issued a number of
amendments, new standards and interpretations which are not yet effective for
the accounting year ended 31 March 2009 and which have not been adopted in
these accounts.

The Group is in the process of making an assessment of what the impact of
these amendments, new standards and new interpretations is expected to be in
the period of initial application. So far it has concluded that the adoption of them
is unlikely to have a significant impact on the Group’s results of operations and

financial position.

In addition, the following developments are expected to result in amended
disclosures in the accounts, including restatement of comparative amounts in the
first period of adoption:

BESN - AR AT RE S| 2R AR B B E
RETHAR  SEERSERAELE
R BRE T

TELATT B Bk 2 12 FIREY
SR EARAR

Effective for accounting periods
beginning on or after

2009 1A 1H
1 January 2009

TR AT

Presentation of financial statements

CEBEEER) % 15 (2007 F&38])
HKAS 1 (revised 2007)

20091 H1H
1 January 2009

BES BT AR E

Improving disclosures about financial instruments

(BEAVIERELERD E 7S]
Amendments to HKFRS 7

20091 A1H
1 January 2009

(EEGTER) F 2055 BT H Bh B & 5T AN R AT 12 Bh 80 32 5%
HKAS 20 Accounting for government grants and disclosure of
government assistance
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MR WILSON FUNG

WHO WE ARE

BIEE

SENIOR MANAGEMENT

BKERERF T EFRARITRESR -

P 1985 FINABUT B ERBE(E - BHEK
TR 2R K B M AR FIAR

1987 £ 19904 - LR EERE
A BEPERBEBABOKRHTE - &

1990 £ 1994 5[ - MARKEERKER
PERBRMNEFEDPERE  TERBEZEM
REHF o B AETE 1994 £ 1997 FRIEZ IR
REEHERBELEEINFRALR -

7 1997 = 2000 F R ER S B E fE
PERE 2WRFEBEREBFEMMEITE -
&Tﬁ%ﬂﬁxﬁ BEARIZERES BT EEE
o {2000 E 2002 F [ ' BEEREEE
J:'éz\a#kﬁ'c%ﬁ$fk?@§§ BEANE
R BB RECEEASESEH - 52002
F20065F 7R BEERZTALERR
EBTIRAWER  EEABEZERE -
PREMEAXY  BERMERBBRISER
B UTBEKERLTHNEETE  UKRE
BEHBEREMESHFERN RGN -

HRER 1B FREERBE BT NKE - &
HEMBEL (—RRE)BM - 12006
FI2AHEEBEENEREE -

128 &#EEABER 2008/09FHR

Mr Wilson Fung has over 20 years of experience in public administration.
He joined the civil service as an Administrative Officer in 1985 and has
since served in various Government policy bureaux and departments.

Between 1987 and 1990, Mr Fung served as Assistant Secretary for
General Duties, responsible for Sino-British negotiations on Hong Kong's
future. From 1990 to 1994, Mr Fung was primarily responsible for air
services negotiations in his capacity as Assistant Secretary and Principal
Assistant Secretary for Economic Services. From 1994 to 1997, he held
the position of Deputy Director General of the Hong Kong Economic and
Trade Office in Washington DC.

From 1997 to 2000, he served as Principal Assistant Secretary for
Planning and participated in a number of major infrastructural projects
including the Cyberport, Hong Kong Science Park and Hong Kong
Disneyland. From 2000 to 2002, as Director of Corporate Services for the
Housing Authority, he was responsible for Human Resources, Information
Technology and Corporate Communications. From 2002 to July 2006,
Mr Fung served as Deputy Secretary for Economic Development.

During his tenure, he was engaged in responsibilities spanning air
services negotiations, management of the Civil Aviation Department and
the Airport Authority Hong Kong (AA), privatization of AA, Consumer
Protection and the public consultation on the way forward for Hong
Kong’s Competition Policy.

Mr Fung graduated from the Chinese University of Hong Kong with
a Bachelor of Social Science degree (First Class Honours) in 1985.
Mr Fung joined HKPC as Executive Director in December 2006.



DR STEPHEN LEE

ST RREEFRFT I RMARESE
RIIRED c EIMABBEENRER AT
SEABRABTERRTER ZERE
R EMMABERIETIRSE - HIIR
BB T ASTHEMMBE)RBTEBR
FEREBERRRRER -

FHLELENBIERRBREY - AP
BIEASET EHEE  BERE - MR
R R AR -

FHRITEENEBSTEEMSR(FEE
TRERE) - BB Cranfield K2 K& &
& B Heriot-Watt K2R EVSRIE TS
REFTIREBELIEN  REFIEER
Warwick K2 T2 EH BE+ 247 o TiE+
2000 F INABEEENRESR °

Dr Stephen Lee is a Chartered Engineer of the United Kingdom and
Fellow of various Hong Kong and UK professional engineering institutions.
Prior to joining HKPC, he worked in companies in both Hong Kong

and the UK, holding various positions in quality assurance, product
development and industrial engineering. Dr Lee was a lecturer at the
Hong Kong Polytechnic University, and department head and acting
Vice-Principal at the Vocational Training Council.

Dr Lee is currently responsible for the management and development

of an array of HKPC's technology-related services, including automotive
and electronics, environmental management, manufacturing technology,
material technology, and innovation and intellectual property.

Dr Lee graduated from Hong Kong Technical College (predecessor of
the Hong Kong Polytechnic University) and holds Master's degrees in
Manufacturing Engineering and Electronics Engineering from the UK'’s
Cranfield University and Heriot-Watt University respectively and a Ph. D.
in Engineering from the University of Warwick, UK. Dr Lee joined HKPC
in 2000.
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Mr Edmund Sung has over 30 years of working experience in
management positions in both the private and public sectors, engaged
mainly in assisting locally owned companies in the services and
manufacturing sectors of Hong Kong and the Mainland to gain global
competitive advantages through productivity and quality excellence.

Mr Sung is currently a member of the Small and Medium Enterprises
Committee, appointed by the Chief Executive of HKSAR in 2000;

a member of the Professional Services Development Assistance Scheme
Vetting Committee; a member of the Organizing Committee and Judging
Panel for the Hong Kong Awards for Industries in the Productivity

and Quality category; Director of the Institute of Industrial Engineers
(Hong Kong); Fellow of the Institute of Management Consultants Hong
Kong; Fellow & Honorary Advisor of Hong Kong Quality Management
Association; Committee Member of Guangdong-Hong Kong Association
for the Promotion of Technology Enterprises (HK) Ltd. and President of
H.K.U. Engineering Alumni Association (2004-5).

Mr Sung holds both a Bachelor’'s and Master’'s Degree in Industrial
Engineering from the University of Hong Kong and a Post Graduate
Diploma in Management Studies from the Hong Kong Polytechnic

University. He joined HKPC in 1981.
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First row (from left)

Mr Jonathan Ho, General Manager, Corporate Communications
Mr Joseph Poon, General Manager, Innovation & IP

Mr Jeremy Poon, General Manager, Process Management

Mr K L Tsang, General Manager, Environmental Management

Second row (from left)

Mr Raymond Cheng, General Manager, Business Management
Mr M P Au, General Manager, Human Resources & Administration
Mr Sam Law, General Manager, Finance

Mr L M Li, General Manager, Manufacturing Technology

Third row (from left)

Mr Frank Leung, General Manager, Automotive & Electronics
Dr L K Yeung, General Manager, Materials Technology

Mr K T Yung, General Manager, IT Industry Development
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Productivity is the effective use of innovation and resources to increase
the value-added content of products and services. It is the true source
of competitive advantage that creates long term economic viability and a
better standard of living for all.

The Hong Kong Productivity Council (HKPC) is a multi-disciplinary
organization established by statute in 1967. HKPC'’s mission is to promote
productivity excellence through the provision of integrated support across
the value chain of Hong Kong firms, in order to achieve a more effective
utilization of resources, to enhance the value-added content of products
and services, and to increase international competitiveness.

HKPC is governed by a Council comprising a Chairman and 22 members.
This Council represents managerial, labour, academic and professional
interests, as well as related government departments. The operation

of HKPC is supported by fee income from its services and government
subventions.

Located at Kowloon Tong, the HKPC Building features various advanced
manufacturing and testing facilities as well as exhibition and training
venues. HKPC also operates three wholly owned subsidiaries in
Guangzhou, Dongguan and Shenzhen to serve Hong Kong manufacturers
in the Pearl River Delta.

With more than 200 professional consultants, HKPC and its subsidiaries
provide a multitude of services in technology transfer, consultancy,
training and other support services in the areas of manufacturing
technology, information technology, environmental technology and
management systems. These services are designed to help industry move
up the value chain.
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AUTOMOTIVE PARTS AND ACCESSORY
SYSTEMS R&D CENTRE LTD.

Automotive Parts and Accessory Systems R&D Centre Ltd. (APAS)
was established on 31 March 2006 by the HKSAR Government to
undertake market-led R&D in this technology area and to promote
commercialization of the R&D results to facilitate local industry to enter
the auto parts market. APAS is hosted by HKPC.

In consultation with the relevant industries and academic sector, APAS
has adopted a technology roadmap which covers 4 focus technology
areas, namely electronics and software, safety systems, new materials

& processes, and hybrid, electric drives & environment. Guided by this
roadmap, research projects are undertaken in collaboration with research
institutes and industry partners in Hong Kong and the Mainland. With
many research projects poised for completion, APAS will actively pursue
commercialization of the project deliverables.

To maintain a close linkage with industry, APAS organizes proposal
solicitation workshops and technical seminars, participates in local
industry association forums, pays visits to major auto makers and
component suppliers in the Mainland, and conducts presentations at
different automotive related events. The APAS R&D Centre Club, which
disseminates industry information, reports and standards, has more than
600 members.

Board of Directors:

Dr T.L. Ng (Chairman of the Board), Mr Eddy Chan, Prof K.B. Chan,

Mr Gordon Chan, Mr Ricky Chan, Dr Roy Chung, Mr Wilson Fung,

Dr Herbert Hui, Prof Lee Tak Chi, Mr Brian Li, Dr S.W. Lui, Mr W.H. Ng,
Mr Peter Sun and Mr To Wai Hung.
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BMM LTD.

The BMM Ltd. was established on 1 April 1995 to manage the HKPC
Building. It is financed by management fee income on a cost recovery
basis by HKPC. Since its establishment, the company has been providing
quality building management service to both HKPC and its tenants.
During the year, the BMM Ltd. assisted HKPC to implement projects to
upgrade the existing building facilities as well as the overall environment.
It also assisted HKPC to implement an annual preventive maintenance
programme to ensure the proper functioning of the building systems.

Board of Directors:

Dr Stephen Lee (Chairman of the Board), Mr Sam Law and Mr M.P. Au.

HKPC TECHNOLOGY (HOLDINGS) CO. LTD.

HKPC Technology (Holdings) Co. Ltd. (HKPCT) was established on

1 September 2004 as a vehicle for the commercialization of patents,
technologies and project deliverables of HKPC that have market potential.
The Company aims to contribute to Hong Kong’s development of a new
generation of technology-based economic activities through providing a
more direct and effective avenue to turn R&D deliverables into products.

During the year, HKPCT continued to explore commercialization
opportunities for innovative R&D products so that more industry players
in local and overseas markets can benefit from HKPC’s development
efforts.

Board of Directors:

Dr Samson Tam (Chairman of the Board), Mr Eddy Chan,
Mr Wilson Fung, Mr Lo Foo Cheung and Dr Daniel Yip.
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PRODUCTIVITY (HOLDINGS) LIMITED AND
WHOLLY FOREIGN OWNED ENTERPRISES IN
THE PRD

The Productivity (Holdings) Limited was established on 28 July 2003 with
the objective to promote productivity excellence across the value chain of
Hong Kong firms operating in the Pearl River Delta (PRD).

This objective is achieved through incorporating three Wholly Foreign
Owned Enterprises (WFOEs) in the PRD, namely, Productivity
(Guangzhou) Consulting Co., Ltd. (GZWFOE), Productivity (Dongguan)
Consulting Co., Ltd. (DGWFOE) and Productivity (Shenzhen) Consulting
Co., Ltd. (SZWFOE) in 2003 and 2004.

During 2008/09, the WFOEs continued to promote consultancy and
training on new technologies, quality and process management, greener
production, environmental protection, intellectual property and standards
compliance.

The Shenzhen SZ-HK Productivity Foundation Co., Ltd. (the Foundation),
a joint venture between SZWFOE and the Shenzhen Productivity Centre
(a subsidiary of the Shenzhen Municipal Government), provides a
platform to strengthen technology and business development between
Hong Kong and Shenzhen. Making use of the facilities at the Foundation,
the Company has set up test laboratories for environment and automobile
electronics to provide testing services for heavy metal content in waste
water and R & D support for automobile electronics.

A TURN Support Centre has been established to provide Hong Kong
enterprises in the PRD a one-stop platform through which manufacturers
can get support from a wide spectrum of services by HKPC and its
strategic partners in the process of transforming, upgrading and
relocating their operations. Separately, a support centre has also been
set up to facilitate cleaner production in the PRD. In the past year, more
than 30 related training programmes and on-site assessment, technology
demonstration and validation activities were conducted for about 100
enterprises in the PRD. In addition, an Animation Industry Support
Centre was founded to serve as the first cross-border animation industry
support public organization.
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Board of Directors:

Productivity (Holdings) Ltd. — The Hon Andrew Leung (Chairman of

the Board), Dr Samson Tam, Prof Lee Wing Bun, Mr Eddy Chan, and

Mr Wilson Fung. (Mr Clement Chen Cheng-jen assumed chairmanship on
1 July 2009.)

Productivity (Guangzhou) Consulting Co., Ltd. — Mr Sam Law (Chairman
of the Board), Mr Wilson Fung, Dr Stephen Lee, Mr Edmund Sung,
Mr Jeremy Poon, and Mr Alfonso Tam.

Productivity (Dongguan) Consulting Co., Ltd. — Mr Sam Law (Chairman
of the Board), Mr Wilson Fung, Dr Stephen Lee, Mr Edmund Sung,
Mr Jeremy Poon, and Mr Alfonso Tam.

Productivity (Shenzhen) Consulting Co., Ltd. — Mr Sam Law (Chairman
of the Board), Mr Wilson Fung, Dr Stephen Lee, Mr Edmund Sung,
Mr Jeremy Poon, and Mr Alfonso Tam.

As at 31 March 2009
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