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To the council members of 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
Coundil (the"Council”) and its subsidiaries (together, the “Group”) set out on
pages 04 to 52, which comprise the consolidated and the Council's balance
sheets as at 31 March 2014, and the consolidated income and expenditure
account, the consolidated and the Council's statements of comprehensive
income, the consolidated statement of changes in reserve and the
consolidated cash flow statement for the year then ended, and a summary of
significant accounting policies and other explanatory information.

Council Members' Responsibility for the Consolidated
Accounts

The Council Members are responsible for the preparation of consolidated
accounts that give a true and fair view in accordance with Hong Kong Financial
Reporting Standards issued by the Hong Kong Institute of Certified Public
Accountants, and for such internal control as the Council Members determine
is necessary to enable the preparation of consolidated accounts that are free
from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated accounts
based on our audit and to report our opinion solely to you, as a body, in
accordance with section 18 of the Hong Kong Productivity Council Ordinance
and for no other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the 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 about whether the
consolidated accounts are free from material misstatement.
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Auditor’s Responsibility (continued)

An audit involves performing procedures to obtain audit evidence about

the amounts and disclosures in the consolidated accounts. The procedures
selected depend on the auditor’s judgement, including the assessment of the
risks of material misstatement of the consolidated accounts, whether due to
fraud or error. In making those risk assessments, the auditor considers internal
control relevant to the entity’s preparation of consolidated accounts that give
a true and fair view 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 Members, as well as evaluating the
overall presentation of the consolidated accounts.

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

Opinion

In our opinion, the consolidated accounts give a true and fair view of the
state of affairs of the Group and the Council as at 31 March 2014, and of the
Group's and Council’s surplus and Group's cash flows for the year then ended
in accordance with Hong Kong Financial Reporting Standards.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 30 July 2014
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TrEEESER
Consolldated Balance Sheet

2201443 A31 H asat 31 March 2014
(LAE® B BT Expressed in Hong Kong dollars)

BT
Note 2013
FRBEE Non-current assets
B EE Fixed assets 4 $186,191,339 | $196,895090
B EE Intangible assets 5 12,949,578 1,902,243
RIEEHI 2 E N R] Investment in a non-controlled
HiIRE wholly-owned entity 6 10,000 10,000
Bt N ARERS Interest in an associate 7 1,543,530 1,506,230
e Deposit 8 12,985,450 18,462,257
$213,679,897 | $218,775,820
REBEE Current assets
JEHQEETA AR FRIE Accounts receivable, prepayments
)Sé? and deposits 8 $45,661,390 $30,838,488
fﬁhﬁ?\x&fﬁﬁ Cash at bank and in hand 9 242,772,928 203,662,878
$288,434,318 | $234,501,366
REBEE ‘ Current liabilities
Fﬁﬁﬁﬁ%ﬂ&ﬁ@?‘l‘%ﬁﬁ Accounts payable and accruals 10 $181,464,672 | $148,177,829
Jgﬁélﬁ LSRN Amount due to a non-controlled
FRIE wholly-owned entity 11 697,050 339910
& ﬁﬁﬁﬁ%@ E Amount due to an associate 11 827,061 803,903
e FLIE Current taxation 20(c) 168,363 5,494
$183,157,146 | $149,327,136
REEEFE Net current assets $105,277,172 $85,174,230
BEE NET ASSETS $318,957,069 | $303,950,050
SEINREMRER Capital subvention fund and reserves
B RHE attributable to the Council $317,339,552 | $302,352,864
eI RS Non-controlling interests 1,617,517 1,597,186
BEAREE, B CAPITAL SUBVENTION FUND,
R IEEGIM RS RESERVES AND NON-CONTROLLING
INTERESTS 12 $318,957,069 | $303,950,050

HENBEEN20145F 7 430 BAEWFFAI BT o
Approved and authorised for issue by the Council Members on 30 July 2014,

)
) Chairman X%

) Deputy Chairman &= &
)

EES2BENMEBAREN—ED °

The notes on pages 11 to 52 form part of these accounts.
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EEEER

Balance Sheet

7201443 431 H asat 31 March 2014
(LA™ B BRI Expressed in Hong Kong dollars)

B
Note 2013
FIRBEE Non-current assets
BEEEE Fixed assets 4 $185,511,291 | $196,135470
mLEE Intangible assets 5 12,936,832 1,887,687
RIEZEH|I 2 E AR Investments in a non-controlled
KB ARIMIRE wholly-owned entity and
subsidiaries 6 18,732,000 18,732,000
Be Deposit 8 12,985,450 18,462,257
$230,165,573 $235217.414
REBEE Current assets
JEUAR R - FARTRRIE Accounts receivable, prepayments
& and deposits 8 $43,076,694 $30,300,175
NG PR Amounts due from subsidiaries 1 4,843,109 11,248,003
RITERER S Cash at bank and in hand 9 225,884,901 178,770,526
$273,804,704 $220,318,704
REAE Current liabilities
R K FEETE A Accounts payable and accruals 10 $173,995,370 | $140,968378
AN NS PR Amounts due to subsidiaries 11 16,703,916 14,338,013
$190,699,286 $155,306,391
RBEEEE Net current assets $83,105,418 $65,012,313
BEE NET ASSETS $313,270,991 | $300,229,727
EXRENERFE CAPITAL SUBVENTION FUND
AND RESERVES 12 $313,270,991 $300,229,727

HEENREEN 201457 A 30 B EWFFAT & -

Approved and authorised for issue by the Council Members on 30 July 2014,

)

) Chairman ¥J&

) Deputy Chairman &= &

FENEE2BNMTEREEN—FH -
The notes on pages 11 to 52 form part of these accounts.
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Consolidated Income and Expenditure Account

HZE 201443 A 31 HIEFE for the year ended 31 March 2014

(LA™ B B Expressed in Hong Kong dollars)

HEEE 77 J8 HKPC

BT
Note 2013
A Income
KETEIHBTE Government subvention for recurrent
activities 13 $171,996,708 | $170,504,991
BRAESUTA Service income 14 374,977,639 359,751,519
EmUA Other income 15 11,184,612 10,637,202
JE(EE S AR AR Share of profit of an associate - 21,744
$558,158,959 | $540,915456
F Expenditure
B 8 #rie Staff emoluments 16 (329,204,184) | (309,713,333)
HEh S Other expenses 19 (240,240,400) | (235,669,444)
JE{LG B2 N BES1E Share of loss of an associate (6,035) -
$(11,291,660) $(4,467,321)
5% Income tax 20(@a) (203,156) (191,577)
(11,494,816) (4,658,898)
HEEREYS Transfer from capital subvention fund 12 24,979,940 25,185,726
FRBEREER Surplus for the year $13,485,124 $20,526,328
HER Attributable to:
-EENR —The Council 12(b) $13,283,259 $21,452,028
- JEPE SRR AR R A — Non-controlling interests 12(d) 201,865 (925,200)
$13,485,124 $20,526,328

FENEE2BNMTEREREN—FD -
The notes on pages 11 to 52 form part of these accounts.
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ceatEBER
Consolidated Statement of Comprehensive Income

HZE 201443 A 31 HIEFE for the year ended 31 March 2014
(LATE®E B BT Expressed in Hong Kong dollars)

LhEss
Note 2013
FRFRER Surplus for the year $13,485,124 $20,526,828
FREMEZEmKE Other comprehensive income
for the year
AEREAEFHEER Items that may be reclassified
WX EREWIEE subsequently to income and
expenditure accounts
BRERZEARAR Exchange differences on translation of
(THE]) ¥BEREHN accounts of operations in the
PEHZER People’s Republic of China (“PRC") (206,968) (100,227)
FREEWEEE Total comprehensive income
for the year $13,278,156 $20,426,601
P Y= Attributable to:
-HENR —The Council $13,257,825 $21,343,819
— FRIE I PR RS B A T - Non-controlling interests 20,331 (917,218)
FAZHEWE Total comprehensive income
for the year $13,278,156 $20,426,601

ENEFS2ANNTFEREERN 35 -

The notes on pages 11 to 52 form part of these accounts.
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Statement of Comprehensive Income

HZE 20144 3 A 31 HIEFE for the year ended 31 March 2014
(LA ¥ B BT Expressed in Hong Kong dollars)

HEEE 77 J8 HKPC

BT
Note 2013
A Income
KETEIHBTE Government subvention for recurrent
activities 13 $171,996,708 | $170,504,991
BRAESUTA Services income 14 368,382,372 353,561,993
EmUA Other income 15 10,928,055 10,093,881
$551,307,135 | $534,160,865
F Expenditure
B 8 #ie Staff emoluments 16 (324,142,810) | (307,157,931)
Ef Other expenses 19 (240,831,864) | (230,942,698)
(13,667,539) (3,939,764)
EREAERE Transfer from capital subvention fund 24,979,940 25,185,726
FRBER Surplus for the year 12(b) $11,312,401 $21,245,962

FNEFES2AEMMEBAEREMN—3 -

The notes on pages 11 to 52 form part of these accounts.
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Consolidated Statement of Changes in Reserves

HZE 201443 A 31 HIEFE for the year ended 31 March 2014
(LA ® B EE AT Expressed in Hong Kong dollars)

SERNEENR
Attributable to the Council

¥R
it ERENE WABHRE hERE Lt iR Fieee

Capital Non-
subvention Revenue Bxchange controlling Total
Note fund reserve reserve Total interests reserves
R201254 B 1BMEE  Balanceat 1 April 2012 SB191505  $46914080  $2790934  §281620066  $2514404  $284134470
TEERB/(BE) Surplus for the year - 21452028 - 2145028 9252000 20526828
2 ml Other comprehensive income - - (108209) (108209) 798 (100227)
FREENGES Total comprehensive income - 21452028 (108,209) 21343819 (917218) 20426601

EXENSFEY Net movement in capital
subvention fund 12() (611,021) - - (611,021) - (611,021)
R2013F3 831 BMEE  Balanceat 31 March 2013 $231304,031 568,366,108 $2682725  $302,352864 51,597,186 $303,950,050
BEREENR
Attributable to the Council

R
itk ERENE WAZHRE BERE RS fiaaE

Capital Non-
subvention Revenue Exchange controlling Total
Note fund reserve reserve Total interests reserves
R2013F45 1808 Balanceat 1 April 2013 $231,304,031 968,366,108 $2,682,725  $302,352,864 $1,597,186  $303,950,050
TEEES Surplus for the year - 13,283,259 - 13,283,259 201865 13,485,124
E2ENE Other comprehensive income - - (25,434) (25,434) (181,534) (206,968)
ERzEYEESE Total comprehensive income - 13,283,259 (25434) 13,257,825 20331 13278156

BXENSTED Net movement in capital
subvention fund 120) 1,728,863 - - 1,728,863 - 1,728,863
R2014E3 B 31 BAIEER  Balance at 31 March 2014 $233,032,894 981,649,367 $2,657,291  $317,339,552 $1,617,517  $318,957,069
FNEERBNMTERKREN—HD

The notes on pages 11 to 52 form part of these accounts.
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Consolidated Statement of Cash Flows

HZE 201443 A 31 HIEFE for the year ended 31 March 2014
(LA ¥ B BT Expressed in Hong Kong dollars)

HEEE 77 J8 HKPC

BIsE
Note 2013
EEEH Operating activities
HERORAFE Net cash inflow from operations 21 $38,132,260 | $31,109,877
BT B EREH PRC Corporate Income Tax paid (40,287) (282,240)
EETHNRER Net cash inflow from operating
FRE activities $38,091,973 $30,827,637
RETH Investing activities
BUFI B Interest received $936,063 $1,288,477
FTG =& A LA _5EHP Increase in fixed deposits with maturity
TR over 3 months at acquisition (107,241,345) | (157,251,643)
=& A A LR Proceeds from matured fixed deposits
FIEAFTS IR with maturity over 3 months at
acquisition 128,497,944 140,179,749
& Bl E & EFTS5IE Proceeds from disposal of fixed assets 120,499 21,215
YIEBARTEENER Payment for the purchase of fixed assets (21,349,931) (34,429,326)
AT A & EIE Payment for the purchase of
intangible assets (5,135,198) -
RETHNESRE Net cash outflow from investing
HEE activities $(4,171,968) $(50,191,528)
RESEE Financing activities
REBARBRTEE K Government subvention for the
| EENBINER purchase of fixed assets and
intangible assets $26,708,803 $18,908,415
RMERBNRESRA Net cash inflow from financing
FRE activities $26,708,803 $18,908,415
HeEREESEEY Net increase/(decrease) in cash and
®i, R cash equivalents $60,628,808 $(455,476)
RaA1HHNEREESR Cash and cash equivalents
REZEY at 1 April 145,395,342 145,958,731
ERSENTE Effect of foreign exchange rate
changes (262,159) (107,913)
M3IAMENEREER Cash and cash equivalents
REZEEY at 31 March 9 $205,761,991 | $145395342

FENEE2ENMTEREREN—FD -
The notes on pages 11 to 52 form part of these accounts.




B AZE DR S K B #R 45 Independent Auditor’s Report and Financial Statements 2013-2014

AR B MEE

Notes to the Accounts

HZE 201443 A 31 HIEFE for the year ended 31 March 2014
(LA™ B BRI Expressed in Hong Kong dollars)

1 SBEENRERNRNR
EBLENTER ([EENR]) B—KK
FPE BN - 31967 FIRIE (BBEENR
RGN BT - £ R RN EER
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1 Status of the Council

The Coundil 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.

2  Significant accounting policies

(@)  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") and accounting principles
generally accepted in Hong Kong. A summary of the significant accounting
policies adopted by the Group is set out below.

The HKICPA has issued certain new and revised HKFRSs that are first effective
or available for early adoption for the current accounting period of the Group
and the Council. Note 3 provides information on any changes in accounting
policies resulting from initial application of these developments to the extent
that they are relevant to the Group and the Council for the current and prior
accounting periods reflected in these accounts.

(b)  Basis of preparation of the accounts

The consolidated accounts for the year ended 31 March 2014, comprise the
Council and certain of its subsidiaries (see note 6) 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.
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HZE 201443 A 31 HIEFJE for the year ended 31 March 2014
(LA™ B B Expressed in Hong Kong dollars)
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2  Significant accounting policies (continued)

(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.

(c)  Subsidiaries and non-controlling interests

Subsidiaries are all entities over which the Group has control. The Group
controls an entity when the Group is exposed to, or has rights to, variable
returns from its involvement with the entity and has the ability to affect those
returns through its power over the entity. Subsidiaries are consolidated from
the date on which control is transferred to the Group. They are deconsolidated
from the date that control ceases.

An investment in a 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.

Non-controlling interests represent the equity in a subsidiary not attributable
directly or indirectly to the Council, 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 interests that meets the definition of a financial liability. For each
business combination, the Group can elect to measure any non-controlling
interests either at fair value or at their proportionate share of the subsidiary’s
net identifiable assets.

Non-controlling interests are presented in the consolidated balance sheet
within reserves, separately from reserves attributable to the Council. Non-
controlling interests in the results of the Group are presented on the face of
the consolidated income and expenditure account and the consolidated
statement of comprehensive income as an allocation of the total surplus or
deficit and total comprehensive income for the year between non-controlling
interests and the Council.
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HZE 201443 A 31 HIEFJE for the year ended 31 March 2014
(LA™ B BRI Expressed in Hong Kong dollars)
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2  Significant accounting policies (continued)

(c)  Subsidiaries and non-controlling interests (continued)

Changes in the Group’s interests in a subsidiary that do not result in a loss of
control are accounted for as reserve transactions, whereby adjustments are
made to the amounts of controlling and non-controlling interests within
consolidated reserves to reflect the change in relative interests, but no
adjustments are made to goodwill and no gain or loss is recognised.

When the Group loses control of a subsidiary, it is accounted for as a disposal

of the entire interest in that subsidiary, with a resulting gain or loss being
recognised in the income and expenditure account. Any interest retained in
that former subsidiary at the date when control is lost is recognised at fair value
and this amount is regarded as the fair value on initial recognition of a financial
asset or, when appropriate, the cost on initial recognition of an investment in
an associate (see note 2(d)) or joint venture.

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

(d)  Associates

An associate is an entity in which the Group or the Council has significant
influence, but not control or joint 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. Under the equity method, the investment is

initially recorded at cost, adjusted for any excess of the Group’s share of the
acquisition-date fair values of the investee’s identifiable net assets over the cost
of the investment (if any). Thereafter, the investment is adjusted for the post-
acquisition change in the Group's share of the associate’s net assets and any
impairment loss relating to the investment (see note 2(h)). Any acquisition-
date excess over cost, the Group's share of the post-acquisition, post-tax results
of the associate and any impairment losses for the year are recognised in the
consolidated income and expenditure account, whereas the Group’s share

of the post-acquisition post-tax items of the associate’s other comprehensive
income is recognised in the consolidated statement of comprehensive
income.
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HZE 201443 A 31 HIEFJE for the year ended 31 March 2014
(LA™ B B Expressed in Hong Kong dollars)
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2  Significant accounting policies (continued)

(d)  Associates (continued)

When the Group's share of losses exceeds its interest in the associate, the
Group does not recognise further losses except to the extent that the Group
has incurred legal and constructive obligations or made payments on behalf
of the investee. For this purpose, the Group's interest 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
investee, except where unrealised losses provide evidence of an impairment
of the asset transferred, in which case they are recognised immediately in the
income and expenditure account.

When the Group ceases to have significant influence over an associate, it
is accounted for as a disposal of the entire interest in that investee, with
a resulting gain or loss being recognised in the income and expenditure
account. Any interest retained in that former investee at the date when
significant influence is lost is recognised at fair value and this amount is
regarded as the fair value on initial recognition of a financial asset.

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

(e) Fixed assets

Fixed assets are stated at cost less accumulated depreciation and impairment
losses (see note 2(h)).

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

("HKPC Building”) 50 years
Leasehold improvements
— Office 10 years
- Non-office 3 years

Furniture and equipment 3to 10 years
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2  Significant accounting policies (continued)

(e) Fixed assets (continued)

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

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 the income and
expenditure account on the date of retirement or disposal.

(f) Intangible assets

Intangible assets comprise computer software and patents.

(i) Computer software

Computer software costs are capitalised on the basis of the costs incurred to
acquire and bring to use the specific software and are stated in the balance
sheet at cost less accumulated amortisation.

Amortisation of computer software is charged to the statement of
comprehensive income on a straight-line basis over the assets'estimated
useful lives of 3 years. Annual amortisation is charged against the income and
expenditure.

(if) Patents
Separately acquired patents are shown at historical cost.

Patents are not amortised while their useful lives are assessed to be indefinite.
Any conclusion that the useful life of the patents is indefinite is reviewed
annually to determine whether events and circumstances continue to support
the indefinite useful life assessment for that asset. If they do not, the change in
the useful life assessment from indefinite to finite is accounted for prospectively
from the date of change and in accordance with the policy for amortisation of
patents with finite lives.

(g) 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.
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2  Significant accounting policies (continued)

(g)  Leased assets (continued)

(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.

(ii) Operating lease charges

Where the Group has the use of assets held under operating leases, payments
made under the leases are charged to the income and expenditure account
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 the income and expenditure account as an integral part of the
aggregate net lease payments made. Contingent rentals are charged to the
income and expenditure account 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.

(h)  Impairment of assets

(i) Impairment of investments in equity securities and other receivables
Investments in equity securities and other receivables that are stated at cost or
amortised cost are reviewed at the end of each reporting period 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;
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Significant accounting policies (continued)

Impairment of assets (continued)

Impairment of investments in equity securities and other receivables
(continued)

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.

If any such evidence exists, any impairment loss is determined and recognised
as follows:

For investments in subsidiaries and an associate (including those
recognised using the equity method (see note 2(d))), the impairment
loss is measured by comparing the recoverable amount of the
investment with its carrying amount in accordance with note 2(h)

(ii). The impairment loss is reversed if there has been a favourable
change in the estimates used to determine the recoverable amount in
accordance with note 2(h)(ii).

For trade and other receivables carried at amortised cost, the
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 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 the income and
expenditure account. 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.
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2  Significant accounting policies (continued)
(h)  Impairment of assets (continued)
@ Impairment of investments in equity securities and other receivables

(continued)
Impairment losses are written off against the corresponding assets directly,
except for impairment losses recognised in respect of accounts receivable,
whose recovery is considered doubtful but not remote. In this case, the
impairment losses for doubtful debts are recorded using an allowance
account. When the Group is satisfied that recovery is remote, the amount
considered irrecoverable is written off against accounts receivable directly and
any amounts held in the allowance account relating to that debt are reversed.
Subsequent recoveries of amounts previously charged in the allowance
account and subsequent recoveries of amounts previously written off directly
are recognised in the income and expenditure account.

(i) Impairment of other assets

Internal and external sources of information are reviewed at the end of each
reporting period to identify indications that the fixed assets may be impaired
or an impairment loss previously recognised no longer exists or may have
decreased.

If any such indication exists, the asset’s recoverable amount is estimated.

- Calculation of recoverable amount
The recoverable amount of an asset is the greater of its fair value less
costs to sell and value-in-use. In assessing value-in-use, the estimated
future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value
of money and the risks specific to the asset. 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 the income and expenditure
account if 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.
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2  Significant accounting policies (continued)

(h)  Impairment of assets (continued)

(ii) Impairment of other assets (continued)

- 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 the income and expenditure account in the year in which
the reversals are recognised.

(i) Service contracts

Service contracts are contracts for the provision of services. The accounting
policy for contract revenue is set out in note 2(p)(ii). Revenue from service
contracts is recognised using the percentage of completion method when
the contracts have progressed to a stage where an outcome can be estimated
reliably. Revenue from service contracts is measured by reference to the
proportion of costs incurred for work performed to the end of the reporting
period as compared to the estimated total costs to completion. Anticipated
losses on contracts are fully provided when it is probable that total contract
costs will exceed total contract revenue. When the outcome of a service
contract cannot be estimated reliably, contract revenue is recognized only to
the extent of contract costs incurred that are likely to be recoverable.

Service contracts in progress at the end of the reporting period are recorded
at the net amount of costs incurred plus recognised surplus less recognised
losses and progress billings, and are presented in the balance sheet as the
“Deferred income” (as a liability), as applicable. Progress billings not yet paid
by the customer are included under "Accounts receivable, prepayments

and deposits” Amounts received before the related work is performed and
presented as "Deferred income” under "Accounts payable and accruals”.

(j) Receivables

Receivables are initially recognised at fair value and thereafter stated at
amortised cost using the effective interest method, less allowance for
impairment of doubtful debts (see note 2(h)).

(k) Accounts payable and accruals

Accounts payable and accruals are initially recognised at fair value and
subsequently stated at amortised cost.
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2  Significant accounting policies (continued)

()] Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and in 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) Pension obligations

A defined contribution plan is a pension plan under which the group

pays fixed contributions into a separate entity. The group has no legal or
constructive obligations to pay further contributions if the fund does not hold
sufficient assets to pay all employees the benefits relating to employee service
in the current and prior periods.

For defined contribution plans, the group pays contributions to publicly or
privately administered pension insurance plans on a mandatory, contractual
or voluntary basis. The group has no further payment obligations once the
contributions have been paid. The contributions are recognised as employee
benefit expense when they are due. Prepaid contributions are recognised as
an asset to the extent that a cash refund or a reduction in the future payments
is available.

(ii) 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.

(iif) 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.

(n) Income tax

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 the income and expenditure account except to the
extent that they relate to items recognised in other comprehensive income or
directly in reserve, in which case the relevant amounts of tax are recognised in
other comprehensive income or directly in reserve, respectively.
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2  Significant accounting policies (continued)

(n) Income tax (continued)

Current tax is the expected tax payable on the taxable income for the year,
using tax rates enacted or substantively enacted at the end of the reporting
period, 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 end of the
reporting period. Deferred tax assets and liabilities are not discounted.

(o)  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.

(p)  Income recognition

Income is measured at the fair value of the consideration received or
receivable. Provided it is probable that the economic benefits will flow to
the Group and the income and expenditure, if applicable, can be measured
reliably, income is recognised in the income and expenditure account as
follows:
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2  Significant accounting policies (continued)

(p)  Income recognition (continued)

(i) Government subventions
Government subventions consist of revenue subventions for recurrent
activities and capital subventions for fixed asset purchases.

Revenue subventions are recognised as income in the income and
expenditure account when there is reasonable assurance that the Group will
comply with the conditions attaching with them and that the subvention will
be received. Revenue subventions that compensate the Group for expenditure
incurred are recognised as income in the income and expenditure account on
a systematic basis in the same periods in which the expenditure are incurred.

Capital subventions that compensate the Group for the cost of an asset are
initially recognised in capital subvention fund and consequently recognised in
income and expenditure account over the useful life of the asset.

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 of the Hong Kong Special Administrative Region
("the Government”) (see note 12(e)). Amount in excess of the limit will be
returned to the Government in the following financial year.

(ii) Contract revenue

When the outcome of a service contract can be estimated reliably, revenue
from a fixed price contract is recognised using the percentage of completion
method, measured by reference to the percentage of contract costs incurred
to date to estimated total contract costs for the contract.

When the outcome of a service contract cannot be estimated reliably, revenue
is recognised only to the extent of contract costs incurred that it is probable
will be recoverable.

(iii) Income from provision of services
Income from provision of services is recognised when the related services are
rendered.

(iv) Rental income from operating leases

Rental income receivable under operating leases is recognised in the income
and expenditure account 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 the income and expenditure account as
an integral part of the aggregate net lease payments receivable.

) Interest income
Interest income is recognised as it accrues using the effective interest method.
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2  Significant accounting policies (continued)

(g)  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 end of the reporting period. Exchange gains and losses are
recognised in the income and expenditure account.

Non-monetary assets and liabilities that are measured in terms of historical cost
in a foreign currency are translated using the foreign exchange rates ruling at
the transaction dates.

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 closing foreign exchange rates at the end of the
reporting period. The resulting exchange differences are recognised in other
comprehensive income and accumulated separately in the exchange reserve.

On disposal of an enterprise outside Hong Kong, the cumulative amount of
the exchange differences recognised in reserve which relate to that enterprise
is reclassified from reserve to the income and expenditure account when the
profit or loss on disposal is recognised.

(r) Related parties

@) A person, or a close member of that person's family, is related to the
Group if that person:

(i) has control or joint control over the Group;
(i) has significant influence over the Group; or
(iii) is a member of the key management personnel of the Group

or the Group's parent.

(b) An entity is related to the Group if any of the following conditions
applies:

(i) The entity and the Group are members of the same group
(which means that each parent, subsidiary and fellow
subsidiary is related to the others).

(i) One entity is an associate or joint venture of the other entity (or
an associate or joint venture of a member of a group of which
the other entity is a member).

(iii) Both entities are joint ventures of the same third party.
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2  Significant accounting policies (continued)

(r) Related parties (continued)

(iv) One entity is a joint venture of a third entity and the other
entity is an associate of the third entity.

v) The entity is a post-employment benefit plan for the benefit
of employees of either the Group or an entity related to the
Group.

(vi) The entity is controlled or jointly controlled by a person
identified in ().

(vii) A person identified in (a)(i) has significant influence over the
entity or is a member of the key management personnel of the
entity (or of a parent of the entity).

Close members of the family of a person are those family members who may
be expected to influence, or be influenced by, that person in their dealings
with the entity.

3  Changes in accounting policies

The HKICPA has issued several standards and amendments to HKFRSs that are
first effective for the current accounting period of the Group and the Council.
The following relevant new and revised standards and amendments were
required to be adopted by the Group effective from 1 January 2013:

HKFRSs (Amendment) Annual Improvements to HKFRSs 2009-2011 Cycle

HKAS 1 (Amendment) Presentation of Financial Statements
HKFRS 10 Consolidated Financial Statements
HKFRS 11 Joint Arrangements

HKFRS 12 Disclosure of Interests in Other Entities

The amendment to HKAS 1 focuses on improving the presentation of
components of other comprehensive income items. It requires items presented
in other comprehensive income to be grouped on the basis of whether they
are potentially reclassifiable to income or expenditure subsequently or not. The
Group’s presentation of other comprehensive income in these accounts has
been modified accordingly.

Except for the amendment to HKAS 1, the other new and revised standards
and amendments have had no significant impact to the results and financial
position of the Group and the Council.



N

IR B MiEE

Notes to the Accounts

HZE 201443 A 31 HIEF[E for the year ended 31 March 2014
(LAE®E B B Expressed in Hong Kong dollars)

8 AZ DR 2 B 7 #R 45 Independent Auditor’s Report and Financial Statements 2013-2014

4 RBEEE 4  Fixed assets
@ &= (@ TheGroup
FEBAN HERT
EEDRE HEIR KAR®RE
HKPC Furniture
Building held Leasehold and
forownuse improvements equipment
RE: Cost:
R2013F4H1H At1 April 2013 $267,784,136  $33,306,985  $144,976,586  $446,067,707
BHEBAR Exchange adjustments - 10,958 62,376 73,334
NE Additions - 1,704,263 11,254,754 12,959,017
HE Disposals - (1,143,488) (9,729,708) (10,873,196)
20143 A31H At 31 March 2014 $267,784,136 $33,878,718 $146,564,008 $448,226,862
RIHTE Accumulated depreciation:
R20134%4 810 At1 April 2013 $121,710,591  $22,563,593  $104,898,433  $249,172,617
BMERE Exchange adjustments - 2,405 35,915 38,320
FEITE Charge for the year 5,344,154 2,487,496 15,567,807 23,399,457
HER D Written back on disposals - (900,996) (9,673,875)  (10,574,871)
201493 A31H At 31 March 2014 $127,054,745 $24,152,498 $110,828,280 $262,035,523
IREHE Net book value:
201493 431 H At 31 March 2014 $140,729,391 $9,726,220 $35,735,728 $186,191,339
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HZE 201443 A 31 HIEFJE for the year ended 31 March 2014
(A& B 8L Expressed in Hong Kong dollars)
4 EE%E (&) 4 Fixed assets (continued)
@ &8 (&) (@)  The Group (continued)
FEB A HERF
HENKE WEIRR KERBZE fmE
HKPC Furniture
Building held Leasehold and
forownuse  improvements equipment Total
RE : Cost:
R2012F4H18 At 1 April 2012 $267,784,136 $30,695,598 $124,673,237 $423,152,971
MHEAR Exchange adjustments - - 20,061 20,061
NE Additions - 2,280,157 11,566,411 13,846,568
& Disposals - - (9,952,725) (9,952,725)
= YN-] Transferred from a non-controlled
BA (M) wholly-owned entity (note (d)) - 331,230 18,669,602 19,000,832
201343 A31H At 31 March 2013 $267,784,136 $33,306,985 $144,976,586 $446,067,707
2EHE Accumulated depreciation:
R2012F481H At 1 April 2012 $116,354,908 $19,856,456 $86,702,454 $222913,818
ME R Exchange adjustments - - 21,046 21,046
FEHE Charge for the year 5,355,683 2,436,593 14,956,808 22,749,084
HE R Written back on disposals - - (9,845,873) (9,845,873)
T2 ERF Transferred from a non-controlled
#BA (M) wholly-owned entity (note (d)) - 270,544 13,063,998 13,334,542
201343 A31H At 31 March 2013 $121,710,591 $22,563,593 $104,898,433 $249,172,617
REFE Net book value:
201343 A31H At 31 March 2013 $146,073,545 $10,743,392 $40,078,153 $196,895,090
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4 EEEE (&) 4 Fixed assets (continued)
b) HXEIHR (b)  The Council
REERAH HERT
EEDRE HEIR KAR®RE
HKPC Furniture
Building held Leasehold and
forownuse improvements equipment
RE: Cost:
R2013F4H1H At 1 April 2013 $267,784,136 $32,926,567 $143,330,492 $444,041,195
NE Additions - 1,704,263 11,229,422 12,933,685
HE Disposals - (1,143,488) (9,302,332) (10,445,820)
201493 A31H At 31 March 2014 $267,784,136 $33,487,342 $145,257,582 $446,529,060
REHHE . Accumulated depreciation:
R2013E4 A1 H At 1 April 2013 $121,710,591 $22,480,086  $103,715,048  $247,905,725
FEFE Charge for the year 5,344,154 2,249,045 15,705,564 23,298,763
HERED Written back on disposals - (900,996) (9,285,723)  (10,186,719)
R2014%F3 4318 At 31 March 2014 $127,054,745 $23,828,135 $110,134,889 $261,017,769
BRE A Net book value:
201493 A31H At 31 March 2014 $140,729,391 $9,659,207 $35,122,693 $185,511,291
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HZE 201443 A 31 HIEFJE for the year ended 31 March 2014
(LA™ B B Expressed in Hong Kong dollars)

4 IE'IE%I); (&) 4 Fixed assets (continued)
by %EIHRE) (b)  The Council (continued)
FEE AW HEEF
HEENKE METRE FRAREE Gk
HKPC Furniture
Building held Leasehold and
forownuse  improvements equipment Total
RiE - Cost:
R2012%4H1H At 1 April 2012 $267,784,136 $30,695,598 $123,100,564 $421,580,298
NE Additions - 1,899,739 11,470,091 13,369,830
ﬁ& Disposals - - (9,909,765) (9,909,765)
e = N=] Transferred from a non-controlled
A (fzEd) wholly-owned entity (note (d)) - 331,230 18,669,602 19,000,832
201353 A31H At 31 March 2013 $267,784,136 $32,926,567 $143,330,492 $444,041,195
2IIE Accumulated depreciation:
R2012%4A1H At 1 April 2012 $116,354,908 $19,856,456 $85,629,324 $221,840,688
FEWE Charge for the year 5,355,683 2,353,086 14,832,778 22,541,547
ﬁ&%@ Written back on disposals - - (9,811,052) (9,811,052)
e = N=] Transferred from a non-controlled
A (fzEd) wholly-owned entity (note (d)) - 270,544 13,063,998 13,334,542
7201353 A31H At 31 March 2013 $121,710,591 $22,480,086 $103,715,048 $247,905,725
BRMEFHE - Net book value:
201353 431 H At31 March 2013 $146,073,545 $10,446,481 $39,615,444 $196,135,470

() HHIEERMEENKEMNRESE I ()  The HKPCBuilding held for own use is situated in Hong Kong and is

AR ERRE S 5E - held under a medium-term lease.

(d) 72012911 A1 EI AENBH—  (d)  On1November 2012, Automotive Parts and Accessory Systems R&D
FIEEHIZERN A - RBEZTE Centre Limited, a non-controlled wholly-owned entity of the Council,
TRERERF /L\ﬁﬁﬁ a - BEMB transferred all its fixed assets to the Council at their book carrying value
EBEEN2012F10A31 BREREE as at 31 October 2012.

EEALEENR -



B AZE DR S K B #R 45 Independent Auditor’s Report and Financial Statements 2013-2014

IR B MiEE

Notes to the Accounts

HZE 201443 A 31 HIEFJE for the year ended 31 March 2014

(LA™ B BRI Expressed in Hong Kong dollars)

it

5 HEEE

5 Intangible assets

&3 £ELR
The Group The Council
RE Cost:
M2013F4 A1 H At 1 April 2013 $17,594,992  $17,549,576
NE Additions 13,526,112 13,522,946
201493 A31H At 31 March 2014 $31,121,104  $31,072,522
e Amortisation:
201354 A1 R At 1 April 2013 $15,692,749  $15,661,889
REFE 2 #HH Amortisation charge for the year 2,478,777 2,473,801
20143 A31H At 31 March 2014 $18,171,526  $18,135,690
BREEE Net book value:
R2014FE3 A31H At 31 March 2014 $12,949,578  $12,936,832
58 EEND
The Group The Council
FRE Cost:
20124 A1 H At 1 April 2012 $15,627,169 $15,581,758
NE Additions 2,120,506 2,120,501
e Disposals (152,683) (152,683)
R20139F3 A31H At 31 March 2013 $17,594,992 $17,549,576
ey Amortisation:
MR2012F4 A1 H At 1 April 2012 $13,280,947 $13,256,030
NEETE 7 #4Y Amortisation charge for the year 2,564,485 2,558,542
e Disposals (152,683) (152,683)
20133 A31H At 31 March 2013 $15,692,749 $15,661,889
BRMEEE Net book value:
20133 A31H At 31 March 2013 $1,902,243 $1,887,687
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—rn =

5 H\ESE »
WA E BN R A -

R2014F3/831 8 AEEERARHEK
R EBRE FE D B 4512949572 78 (2013
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Intangible assets (continued)

Intangible assets comprise computer software and patents.

HEEE 77 J8 HKPC

The net book values of computer software of the Group and the Council as at
31 March 2014 was HK$ 12,949,572 (2013: HK$1,902,237) and HK$ 12,936,826
(2013: HKS$1,887,681) respectively. The net book values of patents of the Group
and the Council as at 31 March 2014 were HKS6 (2013: HKS6).

Computer software was included as fixed assets as at 31 March 2013 and this
comparative balance has been reclassified as intangible assets to conform to
current year's presentation.

Investments in a non-controlled wholly-owned

A E S entity and subsidiaries
£E £ELR
The Group The Council
2014 2013 2014 2013
JELETRED - Unlisted shares, at cost
BRAERTE
- 3EHEHIZ2EH) - Non-controlled
NG] wholly-owned entity $10,000 $10,000 $10,000 $10,000
JEETRED - Unlisted shares, at cost
B AERTE
LA — Subsidiaries - -| 20,010,000 20,010,000
o OREE TR Less: Impairment loss - - (1,288,000) (1,288,000)
- - | $18,722,000 $18,722,000
331 B2Z%&8 Balance as at 31 March $10,000 $10,000 $18,732,000 $18,732,000
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(LA™ B BRI Expressed in Hong Kong dollars)
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6 Investments in a non-controlled wholly-owned
entity and subsidiaries (continued)

Details of the Group's and the Council's non-controlled wholly-owned entity
and subsidiaries as at 31 March 2014 are as follows:

ity igs

Proportion of ownership interest

AMRIR  BRAR 58 mEEHSR  HWELA
EEBYE  AREX  ERER 2] ) IERHB
Particulars
Placeof ofissued and Group's
incorporation paid up effective Held by Held by
2 Name and operations capital interest  the Council ~ subsidiaries  Principal activities
FETHHMEREESRLD  Automotive Parts and Accessory &% B%HO 100% 100% - B5HK
BRARe Systems R&D Centre Limited Hong Kong 10,0007T Dormant
('APAS Ltd") @
SENRE (BR) BB HKPCTechnology (Holdings) B8 BEHO 100% 100% - EENREMR
Company Limited HongKong  100007C S
Commercialisation of
patents project
deliverables of HKPC
EEN (BR) BRAR Productivity (Holdings) Limited &8 AEHO 100% 100% - REAR
Hong Kong ~ 20,0000007T Investment holding
SEN (BM) #HBRAE  Productivity (Guangzhou) BE RO 100% - 100% BRI R R
Consulting Co. Ltd.* PRC  24000007C Consultancy and
training services
HEN (R%) &HBRAFY  Productivity Dongguan) G BEHO 100% - 100% B AR
Consutting Co. Ltd.* PRC 50000007 Consultancy and
training services
SEN (RI) #ABRAE  Productivity (Shenzhen) t L A0) 100% - 100% B RE IR
Consulting Co. Ltd.* PRC 16100007 Consultancy and
training services
RIRBEENENER Shenzhen SZ - HK Productivity e AR%RAVB 64.94% - 64:94% BRI R
NSk Foundation Co. Ltd” PRC 1,540,000 Consultancy and

training services
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6 Investments in a non-controlled wholly-owned
entity and subsidiaries (continued)

Details of the Group's and the Council's non-controlled wholly-owned entity
and subsidiaries as at 31 March 2014 are as follows: (continued)

LY igis

Proportion of ownership interest

AMEIE  BEAR 8 @EENR  EMELT

EERE  HREx  ERER KA 2] IEXH
Particulars
Placeof ofissued and Group's
incorporation paid up effective Held by Held by
R Name and operations capital interest  the Council ~ subsidiaries  Principal activities
RYIRA DB Shenzhen SZ - HK Productivity e ARERVB 64.94% - 100% 5l s
By Foundation Training Institute* PRC 50,000 Training services
NEREREERAT ECOLED Lighting Technology &% B%HO 51% - 51% HEEEe
Limited HongKong  6,1224007T Under Deregistration
e ERMBATRRRTE B REMAL - B2 e This non-controlled wholly-owned entity was incorporated for a specific purpose

ERBNEZETD  E2ERBRFEEE
B Bt - ERMBRRNEEEEIRE
BREELENRNGEERERN  BREEN
JB BT % R B 765 e A8 2 DR R 0 R v 4
REATE - AENRARIBEEEENR
HiRERRE ATt EMB AR MR E RS
WAEK  BHRHTB R B IR ZESRKE
BRI ERPIER -

RIEIRAT « A£FE N BMABE T I &%
BROBRARBIINEEHE  ABSH
HHEAREERFROLERRARMEENBRR
Q0FNA1BAM EFMENEREA
EENBHFRFKILAEP (BT HHE
MEEREL) - EHEEHHET  AETBH
MRERFERIEBTEEEL - WHEED
ITRETIHHRERERPOERAFME
i o AFRAMEIFRRES BERBIRLR
FFER - s IBPIFTAMRA (BIEE BN
BEMEERA) BREFEIFEEES I
TSR BEENBDORHE - RETIHHR
MBERFPOERARNESSRFZ TEST
HHELkERPOLERAGETRLSENES
EEERFRERRRETEREE

¢ B AR EHERA A2013F12A318

where its management was directly appointed by the Government and its
operation is directly subvented by the Government. Accordingly, this non-controlled
wholly-owned entity’s results of operations are 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 non-controlled wholly-
owned entity. The accumulated surplus of the non-controlled wholly-owned entity
not dealt with in the consolidated accounts of the Council are not considered to be
material by the Council. The non-controlled wholly-owned entity is not audited by
PricewaterhouseCoopers.

In accordance with the funding agreement signed by the Government, the Council
and APAS Ltd, APAS Ltd had merged with the Council on 1 November 2012 and
all'its business had been transferred to the Council where it is operated by the
Council within a new internal division of the Council (“APAS Division”). Under the
funding agreement, APAS Division will be fully funded by the Government and shall
continue to discharge the mission of APAS Ltd. Unspent grants from Innovation
and Technology Fund (“ITF") will be recognised as deferred government grants and
allincome of APAS Division (including interest of grants and commercialisation
income) will be returned to ITF and not counted in the reserve of the Council. The
Board of Directors of APAS Ltd has resolved that, subject to the completion of the
necessary legal procedures in relation to the merger, APAS Ltd will be wound up by
way of voluntary liquidation by a shareholder.

¢ The subsidiaries have their financial accounting period ended on 31 December
2013.
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7 EBERaiEn 7  Interestin an associate
£5
The Group
2013
G FEE Share of net assets $1,543,530 $1,506,230
Bt NRIR 201453 A 31 BRFFBOT ¢ Details of the associate as at 31 March 2014 are as follows:
HHE AR
A R BRITR BEN
EEMLE BREX  FrERRX TEER
Proportion
of ownership
Place of Particulars interest
incorporation  of issued and held by Principal
728 Name and operations paid up capital a subsidiary activity
EENBEED Chongging - Hong Kong H AR 40% B REIIRES
fRiERLARAT Productivity Promotion The PRC RMB Consultancy and
Center Company Limited 3,000,000 training services
ZEE N RN IR ELBOKBERETAERFT  The associate is not audited by PricewaterhouseCoopers.
HEITEZ °
BEARNNBERBENT : Summary financial information on the associate:
(BB|)
&E aE g WA BER
Assets Liabilities Equity Revenue (Loss)/profit
2014 2014
100% 100 per cent $3,913,383 $(54,557) $3,858,826 $- $(15,089)
SEERER Group's effective interest 1,565,353 (21,823) 1,543,530 - (6,035)
2013 2013
100% 100 per cent $4,161,715 $(396,142)  $3,765,573 $96,296 $54,361

EEERER Group's effective interest 1,664,686 (158456) 1,506,230 38,519 21,744
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(LA™ B B Expressed in Hong Kong dollars)

8  [EURARFK - FAIIFRIA 1
&

8  Accounts receivable, prepayments and deposits

53 £ENR
The Group The Council

2014 2013 2014 2013
JFE S BR X Accounts receivable $30,978,233 $19,053,252 $30,199,474 $18,524,324

JERFUE « & Prepayments, deposits
FMEAFEUWFIE  and other receivables 27,668,607 30,247,493 25,862,670 30,238,108
$58,646,840 $49,300,745 | $56,062,144 $48,762,432

K& Representing:

ED Current $45,661,390 $30,838,488 | $43,076,694 $30,300,175
IERB Non-current 12,985,450 18,462,257 12,985,450 18,462,257
$58,646,840 $49,300,745 | $56,062,144 $48,762,432

(@ FEWERFRE

JE LT B K 0 R (BT 18 LA S BR R8T - (R JEE
B R AN E BRI ERIE - £5
BR - REBESEE P EKIER (25
BEEE 2(h) () ©

TREBLY RROR B R S

(@  Impairment of accounts receivable

Impairment losses in respect of accounts receivable are recorded using an
allowance account unless the Group is satisfied that recovery of the amount
is remote, in which case the impairment loss is written off against accounts
receivable directly (see note 2(h)(i)).

The movement in the allowance for doubtful debts during the year is as

follows:
SEREENR
The Group and the Council
2013
R4 R1H At 1 April $- —
BIEEE Impairment loss recognised 1,217,929 -
M3 HA31H At 31 March $1,217,929 $—

M2013F3A31BH £EENEENRLRE
WIERIFEE A REREBERR

At 31 March 2013, none of the Group’s and the Council's accounts receivable
was individually determined to be impaired.
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[EUGBRFR ~ FAMFRIA R 12
T )

(b) bR O FE R BR R

FENEE A B B - BHEENE
B0 — 2 S H SRR 23() ©

FEME R Sk ARl 27 A B R B B R W AR SR D
AREEDHTIAT -

8 8

(b)

Accounts receivable, prepayments and deposits

(continued)

Accounts receivable that are not impaired

Accounts receivable is due at the date of billing. Further details on the Group's
credit policy are set out in note 23(a).

The ageing analysis of accounts receivable that are neither individually nor
collectively considered to be impaired is as follows:

58 EENR
The Group The Council
2014 2013 2014 2013
B EI—{E A A Less than 1 month past due $28,679,168 $16,763,279 | $27,900,409 $16,228,699
wWHI—Z=={88 1to 3 months past due 1,563,315 1,474,936 1,563,315 1,475,133
BHA=MEALAL  More than 3 months past due 735,750 815,037 735,750 820,492
$30,978,233 $19,053,252 | $30,199,474 $18,524,324

B IR U BB I SR E F B WK B SR B %
BERMERBCEBNBLIEFER - RIF
NEEE  aRNEEERUESARES M
BERERAZSEAK A 28D - FHit
EEEREYETERZFEMRTRESE
g o

Receivables that were past due but not impaired relate to a number of
independent customers that have a good track record with the Group. Based
on past experience, management believes that no impairment allowance

is necessary in respect of these balances as there has not been a significant
change in credit quality and the balances are still considered fully recoverable.

9 IRITERRIRE 9 Cashatbankandin hand
&8 £ENR
The Group The Council
2014 2013 2014 2013
—{EBA&EHAR  Fixed deposits with maturity
TEHIF K over 3 months at
acquisition $37,010,937 $58,267,536 $32,638,509 $54,017,536
SRITTER Cash at bank $205,457,119 $144,944,734 | $193,078,991 $124,407,412
Re Cash in hand 304,872 450,608 167,401 345,578
$205,761,991 $145,395,342 | $193,246,392 $124,752,990
EEAEBERA Total cash at bank and
RITIFFAN in hand in the balance
ReBTE sheets $242,772,928 | $203,662,878 | $225,884,901 | $178,770,526
=EAFEIHA  Fixed deposits with maturity
EHIF K over 3 months at
acquisition (37,010,937) (58,267,536)
IRAREMRER  Cashand cash equivalents
NiRe KR e in the consolidated
EEY cash flow statement $205,761,991 | $145,395342
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9 IRITIEMRIBE @

R2014F3A8318 ESEREE N BRHE
TERBREFEREBRRNEITHRES A
9,318,294 7T (20134F : 17,862,8627C) M E T
(20134 1 727870) * BEGFHMERFE
B BB BT AR R INE I S A AR T o

10 MEfIIRFARIESIEH

9

Cash at bank of the Group and the Council as at 31 March 2014 includes
HK$9,318,294 (2013: HK$17,862,862) and HKSNIl (2013: HKS7,278) 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.

Cash at bank and in hand (continued)

10 Accounts payable and accruals

HEEE 77 J8 HKPC

£3 E¥ENR
The Group The Council

2014 2013 2014 2013

RS BR TR Trade payables $39,180,897 $19,486,398 | $37,002,056 $19,104,987

RIEWA Deferred income 44,523,972 67,103,955 44,523,975 62,661,962

TR X Receipts in advance 9,735,688 9,138,647 6,363,599 7,777,765

FREERE Provision for annual leave

(F¥3E @) compensation (note (a)) 17,059,768 18,612,137 17,059,768 18,612,137
EEtER K Accruals and other payables

EH bR 70,964,347 33,836,692 69,045,972 32,811,527

$181,464,672 | $148177,829 | $173,995,370 | $140,968,378

P BN M B B MO TREIRN —F W5

f& e

(@ FREERE

one year.

(a)

Provision for annual leave compensation

All of the accounts payables and accruals are expected to be settled within

£EM EEM

£EDR KENB

The Group The Group

and the and the

Council Council

2014 2013

»481H At 1 April $18,612,137 $20,503,668
EEHEEINE B Additional provision made 775,476 289,527
EBAREE Provision utilised (2,327,845) (2,181,058)
M3 A31H At 31 March $17,059,768 $18,612,137
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10 [EfIIRFKIRIESHEM (@)
BB ES (BIRIED) EWE - REH
FORETZEEVLRFR (RELHA
RARBE)  BREXFBARER A
BENOBERT - EAEREE 97
ZHFRMHES - B ATYCRE REE K
W BRE BN RS A - FRMEEHE
R BIR B IEME IR AR ERERNBED
sHR -

1 [EBIFERIZEMENE 11
A~ [ESBENEIFRKIA
IRIEUR, 1< BB A BIFRIA

FET IR R A B A THE - BB A

AHOE RN B2 T HOE B IR

0TS WTRERAEH R NE,

10 Accounts payable and accruals (continued)

Under Chapter 4 of 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. Provision is made for the employees'untaken
annual leave balances at the end of the reporting period.

Amount due to a non-controlled wholly-
owned entity, amount due to an associate and
amounts due from/to subsidiaries

Amount due to a non-controlled wholly-owned entity, amount due to an
associate and amounts due from/to subsidiaries are unsecured, non-interest
bearing, recoverable/repayable on demand and denominated in Hong Kong

i Dollar.
12 EINENE & AiIRIFIE 12 Capital subvention fund, reserves and non-
Bl i controlling interests
&8 *ENR
The Group The Council
2014 2013 2014 2013
BERERS Capital subvention fund
(F1zE @) (note (a)) $233,032,894 $231,304,031 | $233,032,894 $231,304,031
WA BB Revenue reserve
(P (b)) (note (b)) 81,649,367 68,366,108 80,238,097 68,925,696
$314,682,261 $299,670,139 | $313,270,991 $300,229,727
MmERE Exchange reserve
(ML () (note (c)) 2,657,291 2,682,725
$317,339,552 $302,352,864
JEEARAR SR MEZ  Non-controlling interests
(fH5E (d) (note (d)) 1,617,517 1,597,186
$318,957,069 $303,950,050
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SMEME - EiaRIEE
dl Tl ()
(@ EXEHE

12

12

controlling interests (continued)

(@) Capital subvention fund

Capital subvention fund, reserves and non-

SEREELR
The Group and the Council
2013
R4A1H At 1 April $231,304,031 | $231,915,052
REBARBRTEE R Government subvention for purchase of
BEEENBINER fixed assets and intangible assets
- EBAIE ~ funds spent $26,708,803 $18,908,415
EEEZIEHIR AT Transfer from a non-controlled wholly-owned
entity
-BEXREYS - — capital subvention fund, net of accumulated
WMEFTITE depreciation - 5,666,290
BT ERE Transfer to income and expenditure account (24,979,940) (25,185,726)
$1,728,863 $(611,021)
MR3IHA31H At 31 March $233,032,894 $231,304,031
(b) WAfEE (b)  Revenuereserve
£H E£ENR
The Group The Council
2014 2013 2014 2013
R4A1H At 1 April $68,366,108 $46,914,080 | $68,925,696 $47,679,734
HEKERE Transfer from income and
expenditure account 13,283,259 21,452,028 11,312,401 21,245,962
M3 A31H At 31 March $81,649,367 $68,366,108 $80,238,097 $68,925,696

WARERSTCHREENRMEBN R
agr/ (B1B) MEE -

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

Group's accumulated surplus/(deficit).
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12 EhENE - BfaRIEE

12 Capital subvention fund, reserves and non-

wl iR 2 controlling interests (continued)
(0 HBRERE (0  Exchangereserve
£
The Group

2013
»4A18 At 1 April $2,682,725 $2,790,934

mEREEKRE Exchange differences on translation of accounts
HOBE = F of operations in the PRC (25,434) (108,209)
3 A318 At 31 March $2,657,291 $2,682,725

BHEERERRESERINEBRAMES
BT A E R EFE - I IR R EE 2(q) P&

The exchange reserve comprises all foreign exchange differences arising from
the translation of the accounts of operations outside Hong Kong. The reserve is

SETERREIE

(d) FFEFIMREDS

dealt with in accordance with the accounting policies set out in note 2(q).

(d)  Non-controlling interests

=
The Group
2013
»481H At 1 April $1,597,186 $2,514,404
eI E Share of exchange reserve (181,534) 7,982
FEELRSG (B1E) Share of profit/(loss) for the year 201,865 (925,200)
M3 A31H At 31 March $1,617,517 $1,597,186

o) FEBNEZEELR

RIRE AT EL A EE ) BE2009F 6 22 B %
AR CITHREZHRETE) ([HETEk] ) F8
i EENBAUABRFEERFEEEBF
BAMSHEBREBIEARE THmEMT
A ZEEKEFEOTEaREENR
REBVMBRFEMENTFEBRITEEE B
BEH15% © 2013/2014 F E BT E B B2 45
BT R E R OIPITER A
e B E D 8911,300,000 7T (2012/2013 ¢
57000007C) W RS AFEBEEH-
20132014 FEMT B EE BT A 1874
BT (2012/2013 4 1 1.837187T) - £EH
BERBCHREERNFEMUTFELH
BRMENBINEEED -

()  Annual block grant

In accordance with section 8 of the Memorandum of Administrative
Arrangement ("MAA") dated 22 June 2009 signed between the Government
and the Council, the Council is allowed to keep any savings from its annual
block grant as reserves. At any one point in time the level of accumulated
savings from the Council’s annual block grant shall not exceed 15% of its
annual block grant in the current financial year. The government subvention
for the year of 2013/2014 includes the grant from [TF for APAS Division of
HK$11.3 million (2012/2013: HKS5.7 million) which is not classified as annual
block grant. The total block grant of the Council for the year of 2013/2014 was
HK$187.4 million (2012/2013: HK$183.7 million). The annual block grant from
the Government in the current and prior years has been fully expended by the
Council in accordance with the MAA.
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12 EhEHE 5 GEfRRIFE
dl Tl ()

(f) EBEXEE

SEMAEN [EX]| BRENEDE MHF

BT EARER D

SETEHEERME

BRABETR A EBELENR HEHRS

SEEREANEZAREREEEAR
SRS AR TR R BBE RN AT BRI S A+

FHWAILE -

SERBREENEAEERTERERRE
BEENERGE - EAFEMARFE -
HEENRNREERNBARSES 25N
IE)E AR IRTE FTARAR

13 A&

12 Capital subvention fund, reserves and non-
controlling interests (continued)

(f)  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 primary 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 requirement in the

current and prior years.

13 Government subvention

SEREENR The Group and the Council
]| YELR
The Group The Council
2014 2013 2014 2013
KESEENRER)  Subvention for recurrent
activities $171,996,708 | $170,504,991 | $171,996,708 | $170,504,991
14 BRFEUIA 14 Service income
£E E¥ENR
The Group The Council
2014 2013 2014 2013
R PR 7S Consultancy $329,130,523 | $305,885672 | $323,242,477 | $301,737,405
=3 Training 17,584,387 19,493,643 17,430,415 18,537,215
SUEZ LIRS Manufacturing support 19,810,317 22,354,589 19,810,317 22,354,589
HETIVIRES  Publications and advertising 773,445 584,328 773,445 584,328
BEENEZRE  Exhibitions and study mission 7,678,967 11,433,287 7,125,718 10,348,456
$374,977,639 | $359,751,519 | $368,382,372 | $353,561,993
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15 Hfthilg A 15 Otherincome
£H E£ENR
The Group The Council
2014 2013 2014 2013
e WA Rental income $6,531,764 $8,034,307 $6,531,764 $8,034,307
FEUA Interest income 936,063 1,288,477 891,305 1,143,910
Hih Others 3,716,785 1,314,418 3,504,986 915,664

$11,184,612 $10,637,202 $10,928,055 $10,093,881

16 HSHE 16 Staff emoluments
£E: E£ENR
The Group The Council
2014 2013 2014 2013
Fre MoERL Salaries and allowances $276,558,058 | $257,856,880 | $271,496,683 | $255301478
K& Gratuities 2,119,758 2,021,211 2,119,758 2,021,211
BWHFBEIKE  Directorate passages 319,772 301,621 319,772 301,621
BETIE - EEE  Overtime, subsistence
N E AR and other allowances 939,555 1,241,247 939,555 1,241,247
BEEERRE  Staffhousing and
EBh furniture allowances 11,947,027 10,836,409 11,947,027 10,836,409
iE3=ESG=p= 41 Staff education allowances 1,403,693 1,689,757 1,403,693 1,689,757
EIREETEIMHE  Retirement schemes
contribution 26,551,658 27,076,748 26,551,658 27,076,748
BEENETE Medical benefits scheme 9,364,663 8,689,460 9,364,664 8,689,460
$329,204,184 | $309,713333 | $324,142,810 | $307,157,931

BT bt BETHBERAERAEERA (W Inaddition to the above, certain staff costs are charged to other expenses (see
FE19) - HBERLAT - note 19) with details as follows:

@) B ZE2014F3A3IHBLEFERNH @ Project staff costs for the year ended 31 March 2014 amounting to

BEB X &5 486398657T (2013 HK$8,639,865 (2013: HK$6,834,571) have been charged to project
F:68345717L)  BEEFASEB KA related expenses of the Group and the Council under note 19.

A Br)IR B AEREs H (FRE19) ©
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17 SHRERASHH
BRERABREMEE R E S BIRER
BRI (Fs - 28 - BWETIR

NIEEHR) BT

17 Senior management’s remuneration

The aggregate remuneration (salaries, allowances, benefits in kind and
provident fund contributions) received by the senior management for their
services rendered to the Group and the Council are listed as followvs:

HEEE 77 J8 HKPC

SEREENR
The Group and the Council
2013
BEEE  BHR Agnes Mak, Executive Director $3,522,436 $3,403,977
MREERK - BIAEEK Leo Lam, Director
C==S-1E (Business Innovation) 1,434,062 2,510,595
EOKE Bl Joseph Poon, Director
(B ER) (Technology Development) 2,515,166 2,432,309
MIEE - B4R Tony Lam, Director
(HBE®) (Corporate Services) 2,856,133 2,771,680
$10,327,797 $11,118,561

18 £ENRESEITEM

s oM

RER SENREFEREMIBEESEES
B gt H ) A 2 D B AR A9 AR A i AR {A]
S (20135 &) ©

HKSNil).

18 Remuneration of council members

During the year, the Chairman and other council members of the Council did
not receive any remuneration for their services rendered to the Council (2013:

19 HifthssH 19 Other expenses
£8 E¥ENR
The Group The Council
2014 2013 2014 2013
—fERITE S  General and administrative

expenses $33,142,261 $35,750,448 | $27,750,536 $35,814,748
THE MY 5 Project related expenses 159,822,351 164,161,230 | 166,078,572 157,468,327

HEBTEEE Loss on disposal of fixed assets
&5t 177,826 85,637 177,826 85,637
e Depreciation 23,399,457 22,749,084 23,298,763 22,541,547
ey Amortisation 2,478,777 2,564,485 2,473,801 2,558,542
Efb Other expenses 21,219,728 10,358,560 21,052,366 12,473,897
$240,240,400 | $235669,444 | $240,831,864 | $230,942,698
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20 IR 20 Taxation
(@) HFEWXREFMTHBIESR: (@)  Taxation in the consolidated income and expenditure
account represents:
2013
AEATIE - | Ih Current tax - Overseas
FERIA Provision for the year $203,156 $191,577

HREENREBRBRREBER B (RBIE  The Coundilis not subject to any Hong Kong Profits Tax as the Council has
By 587 IGE R BN BB AETIE - AUt been granted exemption from all Hong Kong taxes by the Inland Revenue
ABMERBERER - Department under Section 87 of the Inland Revenue Ordinance.

HRAEENROBEEWBARREZE 2014  No provision for Hong Kong Profits Tax for the Council's Hong Kong subsidiaries
F3 431 HF20139F 3 A31 BIENFEARE has been made as they sustained losses for taxation purposes during the years
BRIEERE MARBEEBFBMEHER ©  ended 31 March 2013 and 2014

AENBFBEIMEBARINGIERZB DL Taxation for the Council's PRC subsidiaries is charged at 25%.
—+tH-

(b) BEZHESHEHELUERBEIE (b)) Reconciliation between tax expense and accounting deficit

HEE R - at applicable tax rates:
2013

BRELRIEE Deficit before taxation $(11,291,660) |  $(4,467,321)
R R AEERE Notional tax on deficit before taxation,

R ERTLA calculated at rates applicable to surplus/deficit

Bt/ IR EETRIE in the jurisdictions concerned $691,179 $(775,115)

AR ARNFIAZ E Tax effect of non-taxable income (29) (25)
PAEN B TIEE Tax effect of non-deductible expenses 36,032 96,648
RUERF AT A Tax effect of unused tax losses not recognised

MIEE R IEL S 162,023 943,321
EMANEFEE Tax effect of prior years'tax losses utilised

MIAE RN NIAR 2 (686,049) (73,252)
ERHRIEAES N Actual tax expense $203,156 $191,577
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20 HIA ()
() HZEEESBRFTAHNAEFMEHR

HE B HKPC

20 Taxation (continued)

(c) Current taxation in the consolidated balance sheet

= represents:
£E
The Group
2013
FEHIE Provision for the year $203,156 $191,577
BRI B EMSH PRC Corporate Income Tax paid (34,793) (186,083)
$168,363 $5,494

(d) EZEBEEEREE:

£ B R2014%3 831 H fM2013F3A31H
WA TFHERNENRLEHIEEENEE -

EBBBE 2407882 T AERIARE (=
T — = F BB 4503,984 7T ) A 456 LA 6
RIRFERIEUA o IWERFEHTUOT -

(d) Deferred tax assets and liabilities:

The Group has no material deferred tax assets or liabilities requiring recognition
asat 31 March 2014 and 2013.

The Group has unrecognised tax losses of HK$2,407,882 (2013: HKS4,503,984)
to carry forward against future taxable income. These amounts are analysed as
follows:

&8
The Group
RERBIEESE

Unrecognised tax losses
2013
RAEEIEAA No expiry date $275,761 $183,152
— T — U R Hf Expiring in 2014 - 328,242
“E—RFH|H Expiring in 2015 26,203 552,508
ZE—RFHH Expiring in 2016 - 80,438
T+ FHH Expiring in 2017 - -
—E— ) \FHH Expiring in 2018 371,527 3,359,644
— N EIH Expiring in 2019 1,734,391 -
$2,407,882 $4,503,984
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21 #mEelREHESEMEE 21
BREABRAREETDNRSRAFEN

Note to the consolidated cash flow statement

Reconciliation of deficit before taxation to net cash inflow from

AR - operations:
2013
fEira IR B Surplus before taxation dealt with in the
FEIRHIBR B A & ES consolidated income and expenditure account $13,688,280 $20,718,405
BNEeEERE Government subvention fund transferred to the
W EBRE consolidated income and expenditure account (24,979,940) (25,185,726)
(11,291,660) (4,467,321)
SHRE SRR A Decrease in consumables - 57,321
FEURERZ ~ FAFOE (Increase)/decrease in accounts receivable,
Rigs (#m) /e prepayments and deposits (10,564,024) 17,264,334
S FEIE 6 2 & BT B A F) Increase/(decrease) in amount due to
Zagig o, CRd) a non-controlled wholly-owned entity 357,140 (10,170)
JEBR R R FEET B Increase/(decrease) in accounts payable and
i, Gd) accruals 33,286,843 (5:823,272)
FEMA Interest income (936,063) (1,288,477)
HERTEE (Yzs) B8 Loss on disposal of fixed assets 177,826 85,637
BEEENE Depreciation 23,399,457 22,749,084
B & E#H Amortisation 2,478,777 2,564,485
fE(LEE N TEE (BE) Share of loss/(profit) of an associate 6,035 (21,744)
e R SR E Impairment of accounts receivable 1,217,929 -
BER S MAFRE Net cash inflow from operations $38,132,260 $31,109,877

22 IR
(@) f(EBEBAEEREA

M2014F3A31H - £EEBEBETTEHED

22 Commitments

(@)  Aslessee of operating leases

At 31 March 2014, the Group had future aggregate minimum lease payments

KEHENRRREMNNSEEEHETENAT under non-cancellable operating leases as follows:
%H
The Group
2013
TR EEY) Land and buildings
E—FAN Within 1 year $1,640,601 $1,706,414
F_EZERAFA After 1 year but within 5 years 1,819,969 1,482,298
$3,460,570 $3,188,712
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22 R )

(a fEAKEHEERBEA (B)

REE > WFEAWSZRBPHERE T
NEEYMEEE R A 785897 T (20134
1,974,625 7T) ©

EUEHE-RYVITRE—E01F THARE

EEEY - ENABRTETEREE - &
EHESTEEHEHEE -

(b) EAKEHEHBEA
R2014F3A831 8 EBNREEHBIEE
AR EER S THE N AR R HIEAE
HEALNT

+

HE B HKPC

-

I

22 Commitments (continued)

(@)  Aslessee of operating leases (continued)

During the year, HK$1,395,712 (2013: HK$1,974,625) was recognised as an
expenditure in the consolidated income and expenditure account in respect
of leasing of land and buildings.

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 contingent rentals.

(b)  Aslessor of operating leases

At 31 March 2014, the Group and the Council had future aggregate minimum
lease receivables under non-cancellable operating leases as follows:

EEREENR
The Group and the Council
2013
T REEY Land and buildings
F—FNK Within 1 year $- $910,176
FEZFRFA After 1 year but within 5 years - -
$- $910,176

BLHE RN REIMFE  LEEEERE
B ERPTA RS R EXREE - £RM
EfTeasEESE -

(0 H2014F3 8310 EAREER
BREAZHEREE  EROT .

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.

(c)  Capital commitments outstanding at 31 March 2014 not
provided for in the accounts were as follows:

EEREEDR
The Group and the Council
2013
BEE4 Contract for $24,327,992 $13,439,940
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23 Financial risk management and fair values

Exposure to credit, liquidity, interest rate and currency risks arises in the normal
course of the Group’s business. The Group's exposure to these risks and

the financial risk management policies and practices used by the Group to
manage these risks are described below.

(a) Creditrisk

The Group's credit risk is primarily attributable to accounts receivable.
Management has a credit policy in place and exposure to these credit risks are
monitored on an ongoing basis.

Cash is deposited with financial institutions with sound credit ratings and the
Group has exposure limit to any single financial institution. Given their high
credit ratings, the Group does not expect any of these financial institutions will
fail to meet their obligations.

At the balance sheet date, 26% (2013: 27%) of the total accounts receivable
was due from the Group’s five largest customers.

Further quantitative disclosures in respect of the Group’s exposure to credit risk
arising from accounts receivable are set out in note 8.

(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.

All financial liabilities of the Group and the Council are carried at amounts not
materially different from their contractual undiscounted cash flows as at 31
March 2014 and 2013.The earliest date the Group and the Council are required
to settle these liabilities is within one year or payable on demand.

(c) Interest rate risk

The Council considers that there is no exposure to significant interest rate risk.
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23 Financial risk management and fair values

(continued)

(d)  Currency risk

The Group is exposed to currency risk primarily through certain income
and cost which give rise to receivables, payables and cash balances that are
denominated in a foreign currency, i.e, a currency other than the functional
currency of the operations to which the transactions relate. The currencies
giving rise to this risk are primarily Renminbi (‘RMB”). In respect of balances
denominated in RMB, 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 Group's and the Council's exposure at the

end of the reporting period to currency risk arising from recognised assets or
liabilities denominated in a currency other than the functional currency of the
entity which recognised the assets or liabilities. For presentation purposes, the
amounts of the exposures are shown in Hong Kong dollars, translated using
the spot rate at the year end date.

Shs = B
Exposure to foreign currencies
2013
RITER LIRS Cash at bank and in hand $21,095,483 $17,348,283
RS ER A FERTE A Accounts payable and accruals (1,256,700) (316,853)
NS R Net exposure to currency risk $19,838,783 $17,031,430
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23 Financial risk management and fair values
(continued)

(d)  Currency risk (continued)

(i) Sensitivity analysis

The following table indicates the instantaneous change in the Group’s surplus

after tax (and revenue reserve) that would arise if foreign exchange rates to

T - ERTEHEEREZBRFIRAREELE  which the Group has significant exposure at the end of the reporting period

BRIV E o had changed at that date, assuming all other risk variables remained constant.
£E5 The Group
2014 2013

BREBERMN Tii& ZBeRAn

INBER WAEBY HNEE B 2 WAEB

A& R HE [EmAEER

(21E) VR (218) VR E

Increase/ Effect on Increase/ Effect on

(decrease) surplus after (decrease) surplus after

in foreign tax and in foreign tax and

exchange revenue exchange revenue

rates reserve rates reserve

AR Renminbi 5% $708,528 5% $851,572

(5)% (708,528) (5)% (851,572)
FRESMBEZNREARABINEERE  The sensitivity analysis assumes that the change in foreign exchange rates had

B CDERARENAES IF%E%%%E
EI%F%EH TR T A BREEER
RAABERASERADREEE U
SHER AR BYGK - AT T ERJRBER
BmEEBRIMEENRE ERRALEME
HEHER © 2013 FH DT ERERNITE

(e) 2DAREE

FrE4 e T BER20149F3 A31 HM20134F
3HMEM%E&%£EQ%F@aEEK
ERo

5

been applied to re-measure those financial instruments held by the Group
which expose the Group to foreign currency risk at the end of the reporting
period, including inter-company payables and receivables within the Group
which are denominated in a currency other than the functional currencies of
the lender or the borrower. The analysis excludes differences that would result
from the translation of the accounts of operations outside Hong Kong into the
Group’s presentation currency. The analysis is performed on the same basis for
2013.

(e) Fair values

All financial instruments are carried at amounts not materially different from
their fair values as at 31 March 2014 and 2013.
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24 FBRX% 24 Related party transactions
BRARESERBENRZ REHIN - £E In addition to the transactions and balances disclosed elsewhere in these
KRFAHETA TR TS accounts, the Group entered into the following related party transactions

during the year:

(i) AENRBESRZEEHBUTTER () Council Membership of the Council is appointed by Chief Executive of

REZE - BWNAIHAEENREES the Government. The Government has significant influence over the
REEBH - MEENREBT 2 E8 Council and transactions between the Council and the Government
REWER/BI IS BRAKRE are considered to be related party transactions and are identified
DFEIR o FRN - EENBDYHEEAT separately in these accounts. During the year, the Council had the
EIT TR following related party transactions with the Government:
2013
WIS ER) - AR - Receipt of government subvention used for:
-BAETEENETLEE - purchase of fixed assets and intangible assets $26,708,803 $18,908,415
S ) — recurrent activities 171,996,708 170,504,991
K EBRAREUA (B5E1)  Service income from the Government (note 1) 65,640,068 66,472,915
REBFEBNIEE #A Income from government funding schemes
(BftE2) (note 2) 33,508,624 15,256,105
e Notes:

(M BB ERBWAIE S RIRR - EFE (M The service income from the Government relates to projects in environmental

B EBERENSIER  WEEEHER protection, information technology, business management consultancy, etc, which
HESANRBEBENRBUTEFIEI LA ZA are obtained either by a competitive process or through partnership agreements
ek T ERAS - b R T R T R AR with various government departments, and the agreements are concluded

Ay commercially.

) REBATA B IR ATERIAIER - 1hF ) The income from government funding schemes relates to projects in research
18 B 1935 B E 7 NG - MBS W= and development which are obtained by a competitive process and the income is
1R IR 1 IR U R Y - charged in accordance with the terms of the agreements.



B AZE DR S K B #R 45 Independent Auditor’s Report and Financial Statements 2013-2014

BR B =t

Notes to the Accounts

HZE 201443 A 31 HIEFJE for the year ended 31 March 2014
(LA™ B BRI Expressed in Hong Kong dollars)

24 FEBRX% @) 24 Related party transactions (continued)
(i) SEEMEBRAIRS (ii) Other material related party transactions of the Group entered into
during the year:
FaE
Note 2013
MIEEHIZE QT Service income earned from a
WCHR B AR TS UL non-controlled wholly-owned entity (1) $- $1,036,714
MIEEHI2E QA Rental income received from a
WER B9 HE 2 UL non-controlled wholly-owned entity ~ (2) - 837,620
G Notes:
m M3EZIREGI 2 E A FWEE RBUAEMR (1) Service income earned from a non-controlled wholly-owned entity relates to
HHREER  WIRREENREEMES services provided and is based on terms similar to the Council’s transactions with
Z S ERIMESREE - other customers.

) MIEREH 2 EQATMMNESKALEE @ Rental income received from a non-controlled wholly-owned entity relates to

BrEAIERER - WIZBAEENBEEAE tenancy agreement and is based on terms similar to the Councils transactions with
PR HBUEKRETE - other tenants.
25 HIREE 25 Comparative figures

ETRBTHB2MNBECEHF DI & Certain figures in the prior period have been reclassified. This has no impact on
TRBEARN the financial position.
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26 Possible impact of amendments, new standards
and interpretations issued but not yet effective
for the year ended 31 March 2014

The following new standards, amendments to standards and interpretations
are mandatory for the accounting periods beginning on or after 31 March
2014 or later periods which the Group has not early adopted:

HKFRS 7 and HKFRS 9 Financial Instruments: Disclosures —
(Amendments) Mandatory Effective Date of HKFRS 9
and Transition Disclosures
HKFRS 9 Financial Instruments
HKFRS 9 Financial Instruments (Hedge Accounting

and Amendments to HKFRS 9, HKFRS 7
and HKAS 39)

HKFRS 14 Regulatory Deferral Accounts

HKFRS 15 Revenue from Contracts with Customers

Amendments to HKFRS 10, HKFRS 12 Investment Entities

and HKAS 27 (Revised 2011)

Amendments to HKAS 19 (Revised 2011)  Defined Benefit Plans: Employee Contributions

HKAS 32 (Amendment) Financial Instruments: Presentation —
Offsetting Financial Assets and Financial Liabilities

HKAS 36 (Amendment) Recoverable Amount Disclosures for
Non-Financial Assets

HKAS 39 (Amendment) Novation of Derivatives and Continuation
of Hedge Accounting

HK(FRIC) - Int 21 Levies

Annual Improvements Project Annual Improvements 2010-2012 Cycle

Annual Improvements Project Annual Improvements 2011-2013 Cycle

The Group is in the process of making an assessment of what the impact of
these amendments 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.

27 Critical accounting estimates and judgements
Estimate of revenue and costs of works

The Group recognises its service income according to the percentage of
completion of the individual contract of services. The Group reviews and
revises the estimates of contract revenue and contract costs prepared for each
contract as the contract progresses. Budgeted service income is determined in
accordance with the terms set out in the relevant contracts. Budgeted service
costs which mainly comprise staff costs and costs of materials are prepared

by experienced management. In order to keep the budget accurate and up-
to-date, the management conducts periodic reviews on the management
budgets by comparing the budgeted amounts to the actual amounts incurred.
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