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HONG KONG SPORTS INSTITUTE LIMITED

DIRECTORS’ REPORT AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 315" MARCH 2013

REPORT OF THE DIRECTORS

The directors submit their report together with the audited financial statements of
Hong Kong Sports Institute Limited (the “Sports Institute”) for the year ended 31¢t
March 2013.

Principal activities

The Sports Institute is an agent appointed by the Government of the Hong Kong
Special Administrative Region (the “Government”) to provide an environment in which
elite athletes have the opportunity to achieve at the highest level in sports and be a
delivery agent in the management and provision of services to high performance sports
including education and development of athletes, coaches and sports professionals,
under the policy direction of the Home Affairs Bureau of the Government.

Results and funds
The results of the Sports Institute for the year are set out in the statement of
comprehensive income on page 75.

Movements in the funds of the Sports Institute during the year are set out in the
statement of changes in funds on page 76.

Property, plant and equipment
Details of the movements in property, plant and equipment of the Sports Institute are set
out in note 4 to the financial statements.

Government funding

To provide the Sports Institute with a stable and long-term source of future funding for
its operation, the Government set up the $7 billion Elite Athletes Development Fund
(“EADF”) in 2011. The allocation from the EADF has replaced the annual recurrent
subvention as the funding source for the Sports Institute’s operation from December
2011 onwards.

Under the Deed of Undertaking between the Sports Institute and the Secretary for Home
Affairs Incorporation (“SHAI”), the total EADF allocation received by the Sport Institute
during the year is HK$279,640,000, of which HK$39,815,000 is designated to “Direct
Financial Support to Athletes” and the balance of HK$239,825,000 is a one-line vote
funding for the Sports Institute’s operation as shown in the statement of comprehensive
income on page 75.

Surplus for the year
The Sports Institute has achieved a surplus of HK$28,320,000 for the year.

Directors

The directors during the year were:

Mr TONG Ka-shing, Carlson (Chairman) *

Dr LI Ka-cheung, Eric (Chairman) (retired on 1t April 2012)
Mr TANG Kwai-nang (Vice-Chairman)

Mr LI Sing-chung, Matthias (Vice-Chairman) **

Dr CHU Ting-kin, Kenneth

Mr FOK Kai-kong, Kenneth (appointed on 1t April 2013)
Ms HO Suk-chun, Denise (appointed on 15t April 2013)
Mr KOO Adam

Mr KWOK Chi-leung, Karl

2 5] Corporate Affairs 71



EE (5|

MIGER &

MEEEE

MAREZEE

MNrExE

gLt

R+

BEXHEL RZ2--"FNA-RAZEME)
BASCHT L

BREuL

BERE e

ERERER S

RERE W=Z-—=ZFWA—REMD)
g2%kut (R=F-=FNA—-REME)

Y BEREAER-E-—FENA-BRZEEARAERE -

* FBRAER-E-—FENA-AREEREERE -

 BERAER-_E-—FNA=HHEERFAEZREE
E-BRELIN - Z-_FHNAZREZERERF L
RIFHES YR -Z-=FNA-BEEHEME-

e REBZITRN-E-ZFENA-HEENEEABRRLE
ZIRTHES -

REBRARAERMANE=TF  ESNEREHMTER
BRF - BRE NREEBRAREERE  EEHFERE
ENEAERES  THEEAWE -

EEER
EFEERRENBOEMEEA - BROESLEEES
B2 ETVERRABNERSN  ARTEFEKX

Rz e
BEERFEALEERTAZE  EEESRERIA
HBEENRY - MERORESFPEEEAERSN

KRB e

EEAHN
BERERNAFERRET TATREROEHNEETHE
BOERRITHAL  WESWRAFERLTERE o

BB

AU BBRECHBRIAKESAMERMER - BER
KESHMBBMCERER  EFEER  LEEE
BAE e

AEER®

Ed

& “E-Z=ZF+tA=+—H

72

Directors (Continued)

Mr LAM Cheuk-yum

Dr LAM James

Dr Hon LAM Tai-fai

Mr LEE Tze-hau, Michael

Ms NG Winnie

Ms NGAI Man-lin, Malina

Dr Wong Tin-yau, Kelvin (appointed on 1st April 2012)
Mr WU Thomas J

Ms YIP Sau-wah, Lisa

Mr McKINLEY Jonathan ***

Mr CHENG Kam-wing, Bobby ****

Dr CHANG Wai, Julian (retired on 1t April 2013)

Ms LAU Chiang-chu, Vivien (retired on 1=t April 2013)

*  Mr TONG Ka-shing, Carlson was appointed as Chairman on 15t April 2012.
** Mr LI Sing-chung, Matthias was appointed as Vice-Chairman on 1t April 2012.

** Mr MOK Kwan-yu, Benjamin resigned on 3 April 2012 as alternate director to Mr
McKINLEY Jonathan. Miss LAl Chun-yee, Petty was appointed on 3" April 2012 and
re-appointed on 1%t April 2013 as alternate director to Mr McKINLEY Jonathan.

**** Ms CHAN Yeuk-oi, Olivia was re-appointed on 1%t April 2013 as alternate director to Mr
CHENG Kam-wing, Bobby.

In accordance with Article 30 of the Sports Institute’s Articles of Association, the
directors shall be offered an initial term of not more than two years and shall be eligible
for re-appointment to the Board of Directors for such further periods if the Secretary for
Home Affairs shall agree.

Directors’ interests

No contracts of significance in relation to the Sports Institute’s business to which the
Sports Institute was a party and in which a director of the Sports Institute had a material
interest, whether directly or indirectly, subsisted at the end of the year or at any time
during the year.

At no time during the year was the Sports Institute a party to any arrangement to
enable the directors of the Sports Institute to hold any interests or short positions in the
shares or underlying shares in, or debentures of, the Sports Institute or its associated
corporations.

Management contracts

No contracts concerning the management and administration of the whole or any
substantial part of the business of the Sports Institute were entered into or existed
during the year.

Auditor
The financial statements have been audited by PricewaterhouseCoopers who retire and,
being eligible, offer themselves for re-appointment.

On behalf of the Board

Chairman

Hong Kong, 31¢t October 2013
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INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF HONG KONG SPORTS INSTITUTE LIMITED

(Incorporated in Hong Kong and limited by guarantee)

We have audited the financial statements of Hong Kong Sports Institute Limited (the
“Company”) set out on pages 74 to 90, which comprise the balance sheet as at 31
March 2013, and the statement of comprehensive income, the statement of changes
in funds and the statement of cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory information.

Directors’ responsibility for the financial statements

The directors are responsible for the preparation of financial statements 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 the Hong Kong Companies
Ordinance, and for such internal control as the directors determine is necessary to
enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements based on our
audit and to report our opinion solely to you, as a body, in accordance with section 141
of the Hong Kong Companies 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 financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor’s judgement, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation of financial
statements 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 directors, as well as evaluating the overall presentation of the
financial statements.

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 financial statements give a true and fair view of the state of the Sports
Institute’s affairs as at 31 March 2013, and of its surplus and cash flows for the year
then ended in accordance with Hong Kong Financial Reporting Standards and have
been properly prepared in accordance with the Hong Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 31¢t October 2013
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BREEEEREREAT HONG KONG SPORTS INSTITUTE LIMITED
BEESEX BALANCE SHEET
R=A=+—H&%
As at 31t March
B £ 2013 2012
Note HK$’000 HK$’000
&E ASSETS
FREBEE Non-current assets
W - BB REEM Property, plant and equipment 4 41,548 27,462
REVEE Current assets
7E Inventories 291 249
FEWIE - B RFEAFIE Receivables, deposits and prepayments 6 6,628 6,982
BERRSEEY Cash and cash equivalents 7 81,312 64,673
88,231 71,904
wmEE Total assets 129,779 99,366
&2 FUNDS
—REHENRR Surplus on general reserve 8 64,832 36,512
afE LIABILITIES
FRBEE Non-current liabilities
IR E - IERBNER D Deferred income - non-current portion 9 19,445 10,499
REAE Current liabilities
FESRRIE Payables 10 8,512 6,123
&R Accruals 10 15,478 18,015
IEEW & - RENER D Deferred income - current portion 9 20,734 27,430
EFREEENAWRFIE Sports course tuition fees received in advance 2.12(c)(ii) 778 787
45,502 52,355
HweE Total liabilities 64,947 62,854
RESREE Total funds and liabilities 129,779 99,366
BXRREEIP TR E
Mr Carlson Tong Ka-shing, JP Mr Matthias Li Sing-chung
*E BlEE
Chairman Vice-Chairman

TIRETTEE R 2 MERARIEIRE 2 BB o

The notes on pages 77 to 90 are an integral part of these financial statements.

HRBTAZENEZHBRECR-Z-ZF+A=+-—BHEESRYE  UREZRGEE -

The financial statements on pages 74 to 90 were approved by the Board of Directors on 31t October 2013 and were signed on its behalf.
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EREEERAERLT HONG KONG SPORTS INSTITUTE LIMITED

E2EkER STATEMENT OF COMPREHENSIVE INCOME
BE=ZA=+—HLEFE
Year ended 315t March
Bt & 2013 2012
Note HK$’000 HK$’000
ON Income
RHEEHEREESEN Elite Athletes Development Fund (“EADF”) Allocation 239,825 66,526
1E RS & E R BT Government subvention for Sports Institute Operation - 83,906
BB RREHEREEESHENK  Government subvention, EADF Allocation and contribution from
AARAERERREDNSESEN the Hong Kong Jockey Club Elite Athletes Fund (‘HKJCEAF”) :

- BHREFEEIFTE - Elite Training Programme 9 1,305 76,813

- HRTEE SN E R EER - Direct Financial Support to Athletes 9 59,687 53,157
EMRBARRESIRI Subvention from the Arts and Sport Development Fund (“ASDF”) 9 1,363 13,322
BRIREES Special Incentive Fund (“SIF”) 9 - 1,431
ERBREFNBRETENBFERTEIE  Government capital subvention for redevelopment 9 4,762 3,723
=EUL N Sponsorship income 9 7,604 2,649
BBWA Commercial income 11 13,717 13,163
FIEWA Interest income 165 9
HENE  REREMABRE Gain on disposals of property, plant and equipment 16(b) 43 -
HIBUA Sundry income 1,745 1,579
“UA Total income 330,216 316,278
X H Expenditure
BREHEIEIIRS Elite training system (233,847) (210,630)
BiREE Sports Institute operation (68,049) (59,045)
X Total expenditure 12 (301,896) (269,675)
FER% Surplus for the year 28,320 46,603
FEHME2EKE Other comprehensive income for the year - -
FEAZEKSE Total comprehensive income for the year 28,320 46,603

TIRETTEE R 2 MERARIEIRE 2 BB o

The notes on pages 77 to 90 are an integral part of these financial statements.
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HONG KONG SPORTS INSTITUTE LIMITED

STATEMENT OF CHANGES IN FUNDS

—REEEOREE/ (BR)

Surplus/(Deficit) on general

reserve
2013 2012

HK$’000 HK$’000

BEMNA—HWKER Balance at 15t April 36,512 (10,091)
FEH2ENRE Total comprehensive income for the year 28,320 46.603
BZE=A=1+—HW&s Balance at 31st March 64,832 36,512

HERER STATEMENT OF CASH FLOWS
BE=ZA=+-BHLFE
Year ended 31t March
B = 2013 2012
Note HK$’000 HK$’000
HEITBCEERE Cash flows from operating activities
HEFTHEL /| (BA) 2B2FH Net cash generated from/(used in) operating activities 16(a) 42,176 (5,215)
REZBHZHERE Cash flows from investing activities
BENE  RERSEM Purchases of property, plant and equipment 4 (25,784) (10,079)
HEWE - RERBEMABRE Proceeds from disposals of property, plant and equipment 16(b) 47 14
FIE WA Interest received 200 17
ARRETE RS FEE Net cash used in investing activities (25,537) (10,048)
RERBAELEEYHIEM / (B2) B8 Netincrease/(decrease) in cash and cash equivalents 16,639 (15,263)
FEINEERESZSEY Cash and cash equivalents at beginning of the year 64,673 79,936
BEFEANBESRESEEY Cash and cash equivalents at end of the year 7 81,312 64,673

TIREBT7TEEOE ZHER M BIRE 2 BEEM -

The notes on pages 77 to 90 are an integral part of these financial statements.
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HONG KONG SPORTS INSTITUTE LIMITED

NOTES TO THE FINANCIAL STATEMENTS

General information

Hong Kong Sports Institute Limited (the “Sports Institute”) is an agent appointed by
the Government of the Hong Kong Special Administrative Region (the “Government”),
to provide an environment in which elite athletes have the opportunity to achieve at
the highest level in sports and be a delivery agent in the management and provision
of services to high performance sports including education and development of
athletes, coaches and sports professionals, under the policy direction of the Home
Affairs Bureau of the Government.

With effect from the 15t December 2011, the allocation from the EADF had replaced
the annual recurrent subvention received by the Sports Institute. The EADF was a
HK$7 billion fund approved by the Finance Committee of the Legislative Council
on 18" July 2011 to provide a stable and long-term source of funding for the
Sports Institute’s operations. Of the HK$7 billion injection, a sum of HK$6 billion is
deposited with and managed by the Hong Kong Monetary Authority (‘HKMA”). The
remaining EADF seed capital of HK$1 billion is deposited with banks managed by
the Home Affairs Bureau. This is to provide a readily available source of funding to
the Sports Institute, and to provide a buffer in the event of significant fluctuations
in investment returns from the funds placed with the HKMA. The Sports Institute
is thus secured with a stable and long term funding for it to carry out its future
operations.

The Sports Institute is incorporated in Hong Kong under the Hong Kong Companies
Ordinance and is limited by guarantee. The address of its registered office is 25,
Yuen Wo Road, Sha Tin, New Territories, Hong Kong (“Fo Tan”).

In accordance with Article 6 of the Sports Institute’s Memorandum of Association,
every member shall, in the event of the Sports Institute being wound up, contribute
to the assets of the Sports Institute to the extent of HK$100. At 31t March 2013, the
Sports Institute had 12 (2012: 12) members.

The financial statements are presented in Hong Kong dollar thousands unless
otherwise stated and have been approved for issue by the Board of Directors on
31t October 2013.

Summary of principal accounting policies

The principal accounting policies applied in the preparation of these financial
statements are set out below. These policies have been consistently applied to all
the years presented, unless otherwise stated.

2.1 Basis of preparation
The financial statements of the Sports Institute have been prepared in
accordance with Hong Kong Financial Reporting Standards (“HKFRS”) and
under the historical cost convention.

The preparation of financial statements in conformity with HKFRS requires
the use of certain critical accounting estimates. It also requires management
to exercise its judgement in the process of applying the Sports Institute’s
accounting policies. The resulting accounting estimates will, by definition,
seldom equal the related actual results. However, there are no significant
estimates or assumptions used on these financial statements that the
directors expect will have a significant risk of causing material adjustments
to the carrying amounts of assets and liabilities within the next financial year.

(@) New standards, amendments and interpretations to existing HKFRS
effective in 2012
The Hong Kong Institute of Certified Public Accountants has issued a
number of new standards, amendments and interpretations to existing
HKFRS which are mandatory for the accounting period commencing on
15t April 2012. These new standards, amendments and interpretations do
not have any impact on the Sports Institute’s financial statements since
they are not relevant to the Sports Institute’s operations.
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2.2

2.3

Basis of preparation (Continued)
(b) Amendments that are not yet effective and have not been early adopted

by the Sports Institute
The Sports Institute has elected not to early adopt the following relevant
Amendments that have been issued but are not yet effective as at 31
March 2013:
HKAS 1 (Amendment)
Presentation of financial statements’
HKAS 32 (Amendment)
Financial instruments: Presentation — Offsetting financial assets and
financial liabilities®
HKFRS 7 (Amendment)
Financial instruments: Disclosures — Offsetting financial assets and
financial liabilities?
HKFRS 9
Financial instruments*
HKFRS 13
Fair value measurements?

Notes:

(1) Effective for financial periods beginning on or after 1t July 2012

(2) Effective for financial periods beginning on or after 1t January 2013
(3) Effective for financial periods beginning on or after 15t January 2014
(4) Effective for financial periods beginning on or after 15t January 2015

The directors are of the view that the adoption of the above new
standards and amendments will not result in substantial changes to the
Sports Institute’s accounting policies.

Foreign currency translation
(@ Functional and presentation currency

(b)

ltems included in the financial statements of the Sports Institute are
measured using the currency of the primary economic environment in
which the Sports Institute operates (“the functional currency”). The
financial statements are presented in Hong Kong dollars, which is the
Sports Institute’s functional and presentation currency.

Transactions and balances

Foreign currency transactions are translated into the functional currency
using the exchange rates prevailing on the dates of the transactions.
Foreign exchange gains and losses resulting from the settlement of
such transactions and from the translation at year-end exchange rates
of monetary assets and liabilities denominated in foreign currencies are
recognised in the statement of comprehensive income.

Property, plant and equipment

Property, plant and equipment are stated at historical cost less depreciation
and impairment losses. Historical cost includes expenditure that is directly
attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or recognised
as a separate asset, as appropriate, only when it is probable that future
economic benefits associated with the item will flow to the Sports Institute
and the cost of the item can be measured reliably. The carrying amount
of the replaced part is derecognised. All other repairs and maintenance
are charged in the statement of comprehensive income during the financial
period in which they are incurred.
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2.3

2.4
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2.6

2.7

Property, plant and equipment (Continued)

Depreciation of property, plant and equipment is calculated using the
straight-line method to allocate their costs to their residual values over their
estimated useful lives, as follows:

- Furniture, fittings and equipment
- Motor vehicles

5 years
4 years

The assets’ residual values and useful lives are reviewed, and adjusted if
appropriate, at the end of each reporting period.

An asset’s carrying amount is written down immediately to its recoverable
amount if the asset’s carrying amount is greater than its estimated
recoverable amount (note 2.4).

Gains and losses on disposals are determined by comparing the
proceeds with the carrying amount and are recognised in the statement of
comprehensive income.

Impairment of non-financial assets

Assets that are subject to amortisation are reviewed for impairment whenever
events or changes in circumstances indicate that the carrying amount may
not be recoverable. An impairment loss is recognised for the amount by
which the asset’s carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of an asset’s fair value less costs to sell and
value in use. For the purposes of assessing impairment, assets are grouped
at the lowest levels for which there are separately identifiable cash flows
(cash-generating units). Assets that suffered impairment are reviewed for
possible reversal of the impairment at each reporting date.

Inventories

Inventories mainly comprise food, beverages and other consumables and
are stated at the lower of cost and net realisable value. Cost, calculated on
the first-in-first-out basis, comprises actual cost of purchase. Net realisable
value is determined on the basis of anticipated sales proceeds less estimated
selling expenses.

Receivables

Receivables are recognised initially at fair value and subsequently measured
at amortised cost using the effective interest method, less provision for
impairment.

If collection of receivables is expected in one year or less (or in the normal
operating cycle of the business if longer), they are classified as current
assets. If not, they are presented as non-current assets.

Impairment of financial assets carried at amortised cost

The Sports Institute assesses at the end of each reporting period whether
there is objective evidence that a financial asset or group of financial assets
is impaired. A financial asset or a group of financial assets is impaired
and impairment losses are incurred only if there is objective evidence of
impairment as a result of one or more events that occurred after the initial
recognition of the asset (a ‘loss event’) and that loss event (or events) has an
impact on the estimated future cash flows of the financial asset or group of
financial assets that can be reliably estimated.

Significant financial difficulties of the debtor, probability that the debtor will
enter bankruptcy or financial reorganisation, and default or delinquency
in payments are considered indicators that the financial asset or group of
financial assets are impaired.
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2.7

2.8

2.9

Impairment of financial assets carried at amortised cost
(Continued)

The amount of the loss is measured as the difference between the asset’s
carrying amount and the present value of estimated future cash flows
(excluding future credit losses that have not been incurred) discounted at the
financial asset’s original effective interest rate. The asset’s carrying amount
is reduced and the amount of the loss is recognised in the statement of
comprehensive income.

If, in a subsequent period, the amount of the impairment loss decreases
and the decrease can be related objectively to an event occurring after
the impairment was recognised (such as an improvement in the debtor’s
credit rating), the reversal of the previously recognised impairment loss is
recognised in the statement of comprehensive income.

Cash and cash equivalents
Cash and cash equivalents include cash in hand and deposits held at call
with banks with original maturities of three months or less.

Employee benefits

(a) Employee leave entitlements
Employee entitlements to annual leave are recognised when they accrue
to employees. A provision is made for the estimated liability for annual
leave as a result of services rendered by employees up to the balance
sheet date.

(b

=

Pension obligations

The Sports Institute operates a mandatory provident fund scheme (“MPF
scheme”) in Hong Kong. It is a pension plan under which the Sports
Institute pays fixed contributions into the separate trustee-administered
funds. The Sports Institute has no legal or constructive obligations to
pay further contributions if the funds do not hold sufficient assets to pay
all employees the benefits relating to employee service in the current and
prior periods.

The contributions are recognised as employee benefit expense when
they are due.

2.10 Payables

2.1

Payables are recognised initially at fair value and subsequently measured at
amortised cost using the effective interest method.

Payable are classified as current liabilities if payment is due within one year
or less (or in the normal operating cycle of the business if longer). If not, they
are presented as non-current liabilities.

Provisions

Provisions are recognised when the Sports Institute has a present legal or
constructive obligation where, as a result of past events, it is probable that
an outflow of resources will be required to settle the obligation, and the
amount has been reliably estimated. Provisions are not recognised for future
operating losses.

Where there are a number of similar obligations, the likelihood that an outflow
will be required in settlement is determined by considering the class of
obligations as a whole. A provision is recognised even if the likelihood of an
outflow with respect to any one item included in the same class of obligations
may be small.
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2.12 Basis of recognition of income

(@

(b)

(c)

(d)

(e

Specific subventions, contributions and sponsorship income
Subventions, contributions and sponsorship income from the
Government or third parties, which are earmarked for specific purposes,
are recognised at their fair value when there is a reasonable assurance
that the Sports Institute will comply with the conditions attaching to them
and that the amount will be received.

Subventions, contributions and sponsorship income relating to costs
that they are intended to compensate are deferred and recognised in the
statement of comprehensive income over the period necessary to match
these costs.

Subventions for the purchase of property, plant and equipment are
initially deferred as deferred income and subsequently recognised as
income on a straight-line basis over the expected lives of the related
assets.

General subventions and contributions

Subventions and contributions from the Government or third parties
for general purposes are recognised as income in the statement of
comprehensive income when received or the rights of collection can be
established by the Sports Institute.

Commercial income

(i) Catering income is recognised when services are rendered.

(i) Rentals of the Sports Institute’s car parks are recognised on an hourly
basis when car parking spaces are provided. Rentals of sports and
meeting facilities are recognised as facilities are provided.

(iii) Sports course tuition fees are recognised on a straight-line basis over
the duration of courses. Fees relating to future periods are classified
as tuition fees received in advance in the balance sheet.

(iv) Other commercial income is recognised on an accruals basis.

Interest income
Interest income is recognised on a time proportion basis using the
effective interest method.

Sundry income
Sundry income is recognised on an accruals basis.

2.13 Operating leases (as the lessee)
Leases in which a significant portion of the risks and rewards of ownership
are retained by the lessor are classified as operating leases. Payments made
under operating leases (net of any incentives received from the lessor) are
charged to the statement of comprehensive income on a straight-line basis
over the period of the lease.

2.14 Funds designated for distributions

(@

(b)

Hong Kong Athletes Fund

Funds were received from the Government in respect of sums granted
for sponsoring designated athletes through the Hong Kong Athletes
Fund. The Sports Institute acts as a vehicle for the distribution of such
funds to the athletes according to the criteria adopted by the Board of
Directors of the Sports Institute. These transactions do not pass through
the statement of comprehensive income of the Sports Institute.

Fo Tan Complex Redevelopment and Reinstatement Projects

Funds were received from the Government and the Hong Kong Jockey
Club (“HKJC”) in respect of the payments for the Fo Tan Complex
Redevelopment and Reinstatement Projects respectively. The Sports
Institute acts as an agent for the Government/HKJC for the distribution
of payments for these projects and these transactions do not pass
through the statement of comprehensive income of the Sports Institute.
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3. Financial and fund risks management

3.1

Financial risk factors

The Sports Institute’s activities do not expose it to significant financial risks.
The Sports Institute’s overall risk management procedure focuses on the
unpredictability of financial markets and seeks to minimise potential adverse
effects on the Sports Institute’s financial performance.

(@

(b)

(©

Foreign exchange risk

Foreign exchange risk arises when future transactions, recognised
assets and liabilities are denominated in a currency that is not the Sports
Institute’s functional currency. The Sports Institute is not exposed to
significant foreign exchange risk, as transactions are mostly denominated
in the functional currency, which is Hong Kong dollar. In the opinion of
the directors, the management considers the Sports Institute’s foreign
exchange risk is low. Accordingly, no sensitivity analysis is performed.

Credit risk

Credit risk mainly arises from the Government subvention receivables
and sponsorship receivables. The directors are of the opinion that the
credit risk is considered to be low as the counterparties are Government
and corporations with good credit ratings.

The credit risk on liquid funds is limited because the counterparties are
banks with high credit ratings assigned by international credit-rating
agencies.

Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash
and the availability of funding from the Government. Accordingly the
directors are of the opinion that the Sports Institute does not have
significant liquidity risk.

The table below analyses the Sports Institute’s financial liabilities into

8o relevant maturity groupings based on the remaining period at the balance
sheet date to the contractual maturity date. The amounts disclosed in
the table are the contractual undiscounted cash flows.

2013 2012
HK$’000 HK$’000

DR—F Less than one year

FEFIE Payables 8,512 6,123

et E R Accruals 15,478 18,015

23,990 24,138
(d) BE&REFZEAR (d) Cash flow interest rate risk

BRIRITEEERD BB YBEMBEAGREER
B8 o MULPIETENF S WA BERER &
BWTEN Bt HEAREERESREA
HEAZmENXRSDHIE - Bt - ESR
ABREREEANRERENRER - BIK
REETHREDN -

Apart from the bank balances, the Sports Institute has no significant
interest-bearing assets or liabilities. The interest income derived therefrom
is relatively insignificant to the Sports Institute’s operation; therefore,
its income and operating cash flows are substantially independent of
changes in market interest rates. Accordingly, the directors are of the
opinion that the Sports Institute does not have significant cash flow
interest rate risk and accordingly, no sensitivity analysis is performed.
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3.2

3.3

Fund risk management

The Sports Institute’s objectives when managing funds are to safeguard the
Sports Institute’s ability to continue as a going concern in order to sustain the
Sports Institute’s operation. The Sports Institute’s overall strategy remains
unchanged from prior year.

The fund structure of the Sports Institute consists of general reserve.

In order to maintain sufficient funding for operation, the Sports Institute
monitors its cash flow and may request for additional fundings from the
Government or other third parties donors to support its operation.

Fair value estimation

Fair value measurement by level of hierarchy is not disclosed as the
Company has no financial instruments measured at fair value on the three
level hierarchy basis in the balance sheet.

The carrying value less impairment provision of receivables and payables
are a reasonable approximation of their fair values. The fair value of financial
liabilities for disclosure purposes is estimated by discounting the future
contractual cash flows at the current market interest rate that is available to
the Sports Institute for similar financial instruments.
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4. ¥ - REK M Property, plant and equipment

HE-£8 H Mt
5377
Furniture, Motor Total
fittings and vehicles
equipment
HK$000 HK$000 HK$000
R-ZE——FMmMB—H At 1t April 2011
A Cost 59,669 1,402 61,071
ZIENE Accumulated depreciation (31,464) (1,069) (32,533)
IR EFE Net book amount 28,205 333 28,538
BE-_Z——H=A=1+—HLFE Year ended 31t March 2012
HR ¥R EDFHE Opening net book amount 28,205 333 28,538
wE Additions 10,079 - 10,079
HE Disposals
- AR - Cost (298) - (298)
- EMEINE - Accumulated depreciation 238 - 238
e Depreciation (10,880) (15  (11,095)
BRIREFE Closing net book amount 27,344 118 27,462
R-ZE——%=R=+—H At 31t March 2012
PR Cost 69,450 1,402 70,852
Z2ENE Accumulated depreciation (42,106) (1,284)  (43,390)
IREFE Net book amount 27,344 118 27,462
BE—_Z—=f=A=+—HLEE Year ended 31t March 2013
HRAIREFE Opening net book amount 27,344 118 27,462
AE Additions 25,784 - 25,784
HE Disposals
- B - Cost (859) - (859)
- BIBITE - Accumulated depreciation 855 - 855
wE Depreciation (11,582) (112)  (11,694)
BRIREFE Closing net book amount 41,542 6 41,548
R-ZB-=F=A=+-—H At 31¢t March 2013
A Cost 94,375 1,402 95,777
ZEINE Accumulated depreciation (52,833) (1,396)  (54,229)
IR EFE Net book amount 41,542 6 41,548

Mzt TEERAENEERERACABREDEEINIAGREREE  HE/NANBATZBONTELT (Z2—=
7)) R=ZAZLEERT (ZT—-F:ZH=-T=8#%n) °
Note: Depreciation expense of HK$9,624,000 (2012: HK$8,865,000) is included in elite training system and HK$2,070,000 (2012: HK$2,230,000)

is included in Sports Institute operation in the statement of comprehensive income.
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5. @@ I A (RER|5 %) Financial instruments by category

2013 2012
HK$’000 HK$’000
SREE - BERREWRFE Financial assets - loans and receivables

FEWERE (Ffizk6) Receivables (note 6) 1,007 2,858
& (Mizke) Deposits (note 6) 2,074 1,164
ReRRSEEY (=T Cash and cash equivalents (note 7) 81,312 64,673
84,393 68,695

SWEE - RBERATEZHMESMERE  Financial liabilities - other financial liabilities at amortised cost
FEfFERIE Payables 8,512 6,123
LSIE 2 Accruals 15,478 18,015
23,990 24,138

6. FEWFIE « &K FEFIE Receivables, deposits and prepayments

2013 2012
HK$’000 HK$’000
FEWRIR Receivables 1,007 2,858
e Deposits 2,074 1,164
FEAFRE Prepayments 3,547 2,960
6,628 6,982

REB-ZFR-ZZ-ZFZAZT-HOMENBFE - BRRE - RERFENREZIRAEEEBIE A TE  WUBTREN
The carrying values of receivables, deposits and prepayments approximate their fair values as at 31 March 2013 and 2012 and are denominated in
Hong Kong dollars.

RIB-—ZER-ZE--FZA=Z+—0 FEEINERRERZSTEREEE MAGEBMEHNESEFERRAS BNIREE - 8
WRIFEEAIRAR ©

At 315t March 2013 and 2012, all classes of receivables and deposits do not contain impaired assets and the maximum exposure to credit risk at the
reporting date is their respective carrying values. The Sports Institute does not hold any collateral as security.

7. BE&RELSZEEY Cash and cash equivalents

2013 2012

HK$’000 HK$’000

RITEHERRERS Cash at banks and in hand 81,312 64,673
BaEERR Maximum exposure to credit risk 81,202 64,410

RERREEEMIREETRUBTREN -

The carrying amounts of cash and cash equivalents are mainly denominated in Hong Kong dollars.

8. —Mf#E 8. General reserve
—MREBEDRERITRRNEERS  2EHBRREERN General reserve is used to finance future operations. Any surpluses/deficits from
AR BERYSERZE MRES B IHEEE - the statement of comprehensive income are transferred to/from this reserve.
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9. IEFEWRZE Deferred income

REEDE HAREDE EXREHEN
EHIztE WEEMBEY BNKER 5 EXRHE EEKHAb
Elite Training Direct Financial BRES #®BES Capital Subvention  Sponsorship @t
Programme Support to Athletes ASDF SIF  for Redevelopment and others Total
HK$’000 HK$’000 HK$’000 HK$'000 HK$000 HK$'000  HK$'000
R=Z-—5MA—-A
At 1t April 2011 36,326 44,981 1,076 - 14,130 1,106 97,619
BUFER
Government subventions 40,287 21,680 - - - - 61,967
HER
Other subventions - - 12,344 1,431 3,168 - 16,943
ERESERAEHSESNEN
Contributions from HKJCEAF 200 9,000 - - - - 9,200
FIEWA
Interest income - 8 - - - - 8
BYRHEM
Sponsorship and others - - - - - 3,287 3,287

EAZERBEREFHFE
Credited to the statement of
comprehensive income
- EEATM SRR ER R
recognised as income upon
fulfillment of condition attached (63,792) (53,157 (13,322) (1,431) (3,723) (2,649)  (128,074)
-EREZERERNARRE G
unspent balance transferred to
statement of comprehensive

income (note) (23,021) - - - - - (28,021)
W-E——%=A=1+—H
At 31t March 2012 - 22,512 98 - 13,575 1,744 37,929
R FERENERD
Less: non-current portion - - - - (9,606) (893)  (10,499)
REE G
Current portion - 22,512 98 - 3,969 851 27,430
N-ZE--F0A—A
At 1%t April 2012 - 22,512 98 - 13,575 1,744 37,929
RREHSERESEN
EADEF allocation - 39,815 - - - - 39,815
HARM
Other subventions - - 1,627 - 18,251 - 19,878
EAERSRREDSESNER
Contributions from HKJCEAF 1,305 9,000 - - - - 10,305
EEREAZEN
Return of unused subvention - - (362) - - - (362)
FEWA
Interest income - 35 - - - - 35
BYRHEM
Sponsorship and others - - - - - 7,300 7,300

RAZHKBREREFHRE

Credited to the statement of
comprehensive income

- EBATIM SRR ER AR

recognised as income upon

fulfillment of condition attached (1,305) (59,687) (1,363) - (4,762) (,.604)  (74,721)
N=E—-=F=A=t+—H
At 31t March 2013 - 11,675 - - 27,064 1,440 40,179
L IR
Less: non-current portion - - - - (19,445) - (19,445)
TRENERD
Current portion - 11,675 - - 7,619 1,440 20,734

iRREDSRRESHUE  HEFRABANKEEN - BREBFRESBE-S——F=A=+—-HHE [BREBIEIFTE ] 56
WRISBEERECHEHARERERE—RER  BEA-T=AZ2=E-—THx-

Note: With the establishment of EADF, the recurrent Government subvention for “Elite Training Programme” was replaced by the EADF Allocation.
The Sports Institute agreed with the Government to transfer the remaining deferred income with respect to “Elite Training Programme” as at 315t March
2012 amounting to HK$23,021,000 to the general reserve via the statement of comprehensive income.

10. B FIE R FESTE A Payables and accruals
REBE—=FR-Z-—-F=ZA=+—-BNWENERFE  ENRERETERZRAEREIEATE  WABTAEN -

The carrying values of payables and accruals approximate their fair values as at 315 March 2013 and 2012 and are denominated in Hong Kong dollars.
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11.

12.

AW A Commercial income

BREBSERBEHMEHNRA - BOMMT ¢

Income generated from the Sports Institute’s commercial activities is set out as follows:

2013 2012
HK$’000 HK$°000
RRIRIEEERE Catering income 3,579 2,966
EBREER Sports course tuition fees 8,282 8,296
HHEEEREERE Rental of sports and meeting facilities 1,526 1,568
HiEEES Rental of car parks 293 290
HibmglA Other commercial income 37 43
13,717 13,163
B> (RIS M) Expenses by nature
2013 2012
HK$’000 HK$’000
2HE Auditor’s remuneration 327 310
EHEHERBFEBRTEMAX Athletes educational & vocational opportunities programme 1,125 552
EHSBEERRBREX Athletes medical and insurance 1,568 1,156
B2 IRER Cleaning service fees 617 145
I X Coach education expenses 3,667 3,074
HERMREREE Consumables and expensed assets 5,887 5,036
BERAA Cost of catering sales 1,057 865
EHRERT (EEREFIE4,433,000 7T  Cost of sports courses (excluding employee benefit expense of
BRoh (2012: 4,500,000 7T) ) HK$4,433,000 (2012: HK$4,500,000) 951 1,073
E (Misk4) Depreciation (note 4) 11,694 11,095
HWRREDHENEEVER Direct Financial Support to Athletes 59,687 53,157
EERAR: (BEIESLERY Employee benefit expense (excluding operating lease rentals for
SR (FFEE13) staff quarters) (note 13) 128,012 115,893
—RARIRER General insurance expenses 950 825
BT ZEH Government rates 2,039 3,585
Kk EREE R Lifeguard service fees 761 486
EERERER Legal fee 833 59
IRt K2 S AN R B 2 Local and overseas training expenses 54,329 50,523
HEME RERBMZEE (MEE16(b))  Loss on disposals of property, plant and equipment (note 16(b)) - 46
FTEEEREHMX Major games incentive payments 3,490 200
TiGHER MBI Marketing and publication expenses 673 758
EEENES L Operating lease rentals in respect of:
-WAE - office premises 1,812 1,728
-BIBEE (MEE13) - staff quarters (note 13) - 10
- FERG b - training venues 360 360
-HittEE - other quarters 292 220
HBESTIHX Recruitment expenses 928 241
BEREBRS Repair and maintenance expenses 2,754 2,406
RZREER Security service fees 2,065 1,939
EBERTEZEEY Sponsorships to athletes and programmes 3,623 1,017
HRRBES Special incentive payments - 1,431
DHBER Utilities 7,841 7,965
HithBax Other expenses 4,554 3,520
Fak gy Total expenditure 301,896 269,675
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13. EEEFB X Employee benefit expense

2013 2012
HK$’000 HK$’000
e IERER Salaries, wages and allowances 115,906 104,976
BRIRGFTER X - WiasIE A B S HEK Pension costs — contributions to MPF scheme 4,013 3,341
K< Gratuities 5,215 5,026
REEHEFR Unutilised annual leave 55 33
HttE TEF Other staff benefits 2,823 2,517
128,012 115,893
BIBEEERNES (FE12) Operating lease rentals for staff quarters (note 12) - 10
EERFEREX Total employee benefit expense 128,012 115,903
BIAH

No of employees
BSEHFHN=MAB 2T Analysis of the top 3 tiers of annual salaries are as follows: 2013 2012
HK$2,000,001 54 & Above HK$2,000,001 1 1
HK$1,500,001 - HK$2,000,000 HK$1,500,001 - HK$2,000,000 4 4
HK$1,000,000 - HK$1,500,000 HK$1,000,000 - HK$1,500,000 12 9

14. EE B Directors’ emoluments
REER » ESWERDBERERBEMEESRESREREAEAREMEHN (ZF—=F : &) -

None of the directors of the Board received or will receive any fees or other emoluments in respect of their services to the Sports Institute during the year

(2012: Nil).

15. Fi8%iBI X Income tax expense
RIBEBEOE B —T2F (BIHGRED ENTIUR BIREZHAMNEEFSESH -

The Sports Institute is exempted from Hong Kong profits tax by virtue of section 88 of the Inland Revenue Ordinance, Chapter 112.

16. HE&FRE R ZKi&F Notes to statement of cash flows
(a) BEZBEL/ (BH) 2H LB Net cash generated from/(used in) operating activities

2013 2012
HK$'000  HK$'000
FERE Surplus for the year 28,320 46,603
R Adjustments for:
- FMEWA - Interest income (165) )
- T8 (MEE4) - Depreciation (Note 4) 11,694 11,095
- HEME  RERSEM WG BE - Gain/loss on disposals of property, plant and equipment
(RT3 Mtz (b)) (note (b) below) (43) 46
EEEARNEE : Changes in working capital:
- BE - Inventories (42) (12)
- BWREIE  ReERFENTRIE - Receivables, deposits and prepayments 354 (2,649)
- BUSEREER - Payables and accruals (148) (744)
- EREWE - Deferred income 2,215 (59,698)
- EERREEBWTERIE - Sports course tuition fees received in advance ) 153
EETEBELE/ (BR) 2B FE Net cash generated from/(used in) operating activities 42,176 (5,215)

(b) BERERF  HEWE RBRB[HMAEFRES :

In the statement of cash flows, proceeds from disposals of property, plant and equipment comprise:

2013 2012

HK$’000 HK$’000

IREREE (MiEE4) Net book amount (note 4) 4 60
HEME RERBMZWE/ (BB) Gain/(loss) on disposals of property, plant and equipment 43 (46)
HEWE - RERBMABRE Proceeds from disposals of property, plant and equipment 47 14
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17. #&¥& Commitments

(a) BEFRHYE ZEHE Capital commitments for the Sports Institute
AMEE R 2EART (EREE) WT
Capital expenditure at the balance sheet date but not yet incurred is as follows:
2013 2012
HK$°000 HK$’000
EENMEREE Contracted but not provided for 8,535 4,394
ERENERED Authorised but not contracted for 13,462 14,564

21,997 18,958

WEERRXTEREBEIR  BBNBREE « BEEIIRR AR

These capital expenditures are mainly for purchasing training, sports science and medicine, strength and conditioning and information technology equipment.

(b) RIRABENBEFERBEIBRNERERE
Capital commitments for the Fo Tan Complex Redevelopment and Reinstatement Projects
BRERBFNREA  BEREBEXRAXEEFBRTE - I BRI EAFTENREA  BERBARAEBETIR - BREARIUTR
SEEITEMETEIRIBHNETEN - R=ZA=+—H  AERETEARUMEA SR IRNEHZERERNT ¢
The Sports Institute acts as the agent of the Government for handling the Fo Tan Complex Redevelopment Project and also acts as the agent
of HKJC for handling the Fo Tan Complex Reinstatement Project. The Sports Institute has entered into certain contracts for these projects on
behalf of the Government and HKJC. At 31¢t March, total capital commitments related to these projects are as follows:
2013 2012
HK$°000 HK$’000
RERBUFEET On behalf of the Government:
- KRR KIEEHB RS2 - Fo Tan Complex Redevelopment Project 240,940 636,504
RREFEEF On behalf of HKJC:
- KRREBIBERIRE - Fo Tan Complex Reinstatement Project 137 948
241,077 637,452
BRIAFEARZIBRRSSHEMBEAIARIBHEN - BRRASESARFEARIBHNEXIBES Bt IEBLERENKRIZRREA
BRNEERERRN - FER - FRALME SR IREINBRAOT
During the year, the Sports Institute also received funds from the Government and HKJC for these projects. The Sports Institute only acts as a
vehicle for the distribution of such funds for the expenditure of these projects and accordingly, the receipts and payments of these funds are
not recognised in the statement of comprehensive income of the Sports Institute. Funds received during the year related to these projects are
as follows:
2013 2012
HK$°000 HK$’000
AR - From the Government:
- KR KEBREN RS - Fo Tan Complex Redevelopment Project 366,142 472,432
BEER From HKJC:
- KIRKIBBEIR - Fo Tan Complex Reinstatement Project 811 18
366,953 472,450
REEBEREE AEWENER D BVARTMT
Total funds received at the balance sheet date but not yet distributed out are as follows:
2013 2012
HK$°000 HK$’000
BT From the Government:
- K KEBRENRRENE - Fo Tan Complex Redevelopment Project 93,434 135,651

ZEBRAEFRUBREXRMIMIEERTFE O » WIRHEE2.14 D) AR @ MASEMBREP2EK -
These funds are held in a designated bank account under the name of the Sports Institute. These funds are accounted for according to note
2.14(b) and are not recorded in these financial statements.
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18.

19.

90

(c) HEEMLAKIE Operating lease commitments
REA=+—H  BRRETTHROBRAT BIRAMEERER /IS EERNMEELARRIGZRERAELSNT ¢
At 315t March, the Sports Institute had future aggregate minimum lease payments under non-cancellable operating leases in respect of office
premises, staff and other quarters and storage/training venues as follows:
2013 2012
HK$’000 HK$°000
—FR No later than 1 year
- RRRPEDE - Office premises at Fo Tan 1,812 1,812
- Hits - Others 188 421
—FRETEBEF Later than 1 year and no later than 5 years
- RARBAE - Office premises at Fo Tan - 1,812
- Hits - Others - 111
2,000 4,156
EREFHEES 18. Hong Kong Athletes Fund

BRCRFEARIBFN ST BN TFBTBR
(ZZ2—=F  O+EBtTERT) - WEFRDBFE
BEBEDEESHN  AUEPETEDS - ik
REERRERESRMRANENRLEEHS D
BRHEHESERR  AELYIACKRBRAESSEH
e Bt - ASLHENRXTTARRNZEK
BRA e

BB E RS
EBRERFENDREEMEEIRS (Z2—2F:
") -

During the year, the Sports Institute received funds of HK$624,000 (2012:
HK$447,000) from the Government for sponsoring designated athletes through
the Hong Kong Athletes Fund. The Sports Institute only acts as a vehicle for the
distribution of such funds to the athletes and all these funds have been distributed
by the Sports Institute to the athletes according to the criteria adopted by the Board
of Directors of the Sports Institute. Accordingly, the receipts and payments of these
funds are not recognised in the statement of comprehensive income of the Sports
Institute.

19. Related party transactions
The Sports Institute has no related party transactions during the year (2012: Nil).
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