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Income and Expenditure

Total income and expenditure recognised in the financial year 2008/09
were HK$210.6 million and HK$226 million respectively. The increase
in both income and expenditure were mainly due to an increase in
Government subvention and expenditure in the Elite Training Programme
and Direct Financial Support (DFS) to athletes in 2008/09. The increase in
the expenditure of the Elite Training Programme and DFS to athletes was
mainly due to the fact that more athletes have become full-time athletes as
a result of the enhanced financial support available to athletes under the
Government’s new funding arrangement for the HKSI, which took effect
on 1 April 2007. Additionally, the weakening of the US dollar also led to a
significant rise in the cost of overseas trips and the purchase of equipment
and services, which further contributed to the increase in elite training

programme expenses in 2008/09.

Government Subvention

Government subvention remains the main source of income for the HKSI.
In 2008/09, the total Government subvention received by the HKSI was
HK$198.5 million, of which HK$34.5 million was designated for DFS to
athletes, HK$54.8 million was designated for the Elite Training Programme,
and HK$33 million was designated for Reprovisioning respectively. The
balance of HK$76.2 million was for General Operation.

The Government subvention for Reprovisioning, DFS and direct elite training
programme expenses are initially recognised as deferred income and are
recognised in the statement of income and expenditure over the year to
match with the related costs which they are intended to compensate.
The Government subvention for the rest of the HKSI's operations is fully

recognised in the statement of income and expenditure.

2 5]%E 7 Corporate Affairs 55



WA KX H 2 # Analysis of Income and Expenditure

P EENF= =1 —AUHBFE
For the financial year ended 31 March 2009

WA Income
(B# B E T /HKS$ million)

% i Expenditure
(B E BT /HK$ million)
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B 5B ENERER $76.2
Government subvention for general operation
B ERREEEWBARR .o $30.6

Government subvention for HKSI Reprovisioning

FRERRES SR ENEEBUFENK ... $39.8
EREFERREDSESER

Designated Government subvention and

contribution from the HKJCEAF for

Elite Training Programme

EREBREDHENEENBENNIEERR $41.6
BRREEESERRESSHSEBN

Designated Government subvention and

contribution from the HKJCEAF for

Direct Financial Support to athletes

B 2 RREERRESRH $4.4
Subvention from the Arts and
Sport Development Fund

AEBIBEBIE R o $1.7
Special Incentive Fund

B BB $10.1
Commercial income

B B $4.1
Sponsorship income
B e $2.1
Others

[ ReES LR T I $178.9
Elite training programme costs

P BB $8.7
Commercial operational costs
BEIREEEA. . $30.6
HKSI Reprovisioning costs

B 5B AREBREMEEED.......o $7.8

Administration, public affairs and
other operating expenses
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HONG KONG SPORTS INSTITUTE LIMITED
DIRECTORS’ REPORT AND FINANCIAL STATEMENTS

FOR THE YEAR ENDED 315" MARCH 2009

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
315t March 2009.

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 income and
expenditure on page 61.

Movements in the funds of the Sports Institute during the year are set out in the
statement of changes in funds on page 62.

Property, plant and equipment
Details of the movements in property, plant and equipment of the Sports Institute are set
out in note 5 to the financial statements.

Government subventions

Under the Service Agreement between the Sports Institute and the Government,
total Government subventions received by the Sports Institute during the year is
HK$198,457,000 of which, HK$34,500,000 are designated to “Direct Financial Support to
Athletes”, HK$54,830,000 are designated to “Elite Training Programme”, HK$32,950,000
are designated for “Reprovisioning” respectively. The balance of HK$76,177,000 is for
“General Operation”.

The Government subventions for “Direct Financial Support to Athletes”, “Elite Training
Programme” and “Reprovisioning” are initially recognised as deferred income and are
recognised in the statement of income and expenditure over the period necessary to
match with the related costs which they are intended to compensate as detailed in note
10 to the financial statements. The Government subventions for “General Operation”
are fully recognised in the statement of income and expenditure on page 61.

Directors

The directors during the year and up to the date of this report are:
Dr. LI Ka-cheung, Eric (Chairman)

Dr. TAM Hok-lam, Tommy (Vice-Chairman)

Mr. TANG Kwai-nang (Vice-Chairman)

Prof. CHAN Kai-ming, Cavor (Retired on 1%t April 2009)

Mr. WOO Wai-man, Johnny

Mr. HU Shao-ming, Herman (Retired on 15t April 2009)

Mr. FAN Kam-ping, John (Retired on 1=t April 2009)

Prof. FU Hoo-kin, Frank

Mr. TSIN Yan-pui (Retired on 1t April 2009)

Mr. CHANG Ur-way, Lowell Godwin (Retired on 1t April 2009)
Ms. LAU Chiang-chu, Vivien

Mr. LIU Ming-kwong, Vincent (Resigned on 22" July 2009)
Mrs. ALLCOCK Agnes (Resigned on 18" December 2008)

Dr. CHANG Wai, Julian
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Directors (Continued)

Mr. LIAO Cheung-kong, Martin

Mr. TONG Ka-shing, Carlson

Miss CHAN Yeuk-oi, Olivia* (Retired on 1%t April 2009)

Miss WONG Chin-kiu, Janet™ (Retired on 15t April 2009)

Mr. McKINLEY Jonathan (Appointed on 18" December 2008)
Dr. CHU Ting-kin, Kenneth (Appointed on 1t April 2009)

Mr. KWOK Chi-leung, Karl (Appointed on 15t April 2009)

Dr. LAM James (Appointed on 15t April 2009)

Dr. Hon. LAM Tai-fai (Appointed on 1t April 2009)

Mr. LI Sing-chung, Matthias (Appointed on 15t April 2009)
Ms. NG Winnie (Appointed on 1<t April 2009)

Mr. WU Thomas J. (Appointed on 1=t April 2009)

Ms. YIP Sau-wah, Lisa (Appointed on 1t April 2009)

Mr. CHENG Kam-wing, Bobby (Appointed on 22 July 2009)

* Miss CHAN Yeuk-oi, Olivia, was appointed as alternate director to Mr. LIU Ming-kwong, Vincent,
on 1t April 2009 and up to 21 July 2009 and to Mr. CHENG Kam-wing, Bobby from 22" July 2009
and up to the date of this report.

** Miss WONG Chin-kiu, Janet, was appointed as alternate director to Mr. McKINLEY Jonathan on 1%t April
2009 and resigned on 9" September 2009. Mr. MOK Kwan-yu, Benjamin, was appointed as alternate
director to Mr. McKINLEY Jonathan on 9" September 2009 and up to the date of this report.

In accordance with Article 30 of the Sports Institute’s Articles of Association, the current
directors shall be offered a 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, 21t October 2009
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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 set out
on pages 60 to 78, which comprise the balance sheet as at 31% March 2009, and the
statement of income and expenditure, statement of changes in funds and cash flow
statement for the year then ended, and a summary of significant accounting policies
and other explanatory notes.

Directors’ responsibility for the financial statements

The directors are responsible for the preparation and the true and fair presentation of
these financial statements in accordance with Hong Kong Financial Reporting Standards
issued by the Hong Kong Institute of Certified Public Accountants, and the Hong Kong
Companies Ordinance. This responsibility includes designing, implementing and
maintaining internal control relevant to the preparation and the true and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or
error; selecting and applying appropriate accounting policies; and making accounting
estimates that are reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these 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 as to 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 and true and
fair presentation of the financial statements 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 31t March 2009 and of its deficit 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, 21st October 2009
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BREEEEREREAT HONG KONG SPORTS INSTITUTE LIMITED
(B4 BIETRAAN » B FE SR &5 359 LA (Al amounts in Hong Kong dollar thousands unless otherwise stated)
BT TUHIR)
EEEER BALANCE SHEET
R=A=+—-H&%
As at 31t March
g3
Note 2009 2008

&E ASSETS
FREBEE Non-current assets
W~ BB REEN Property, plant and equipment 5(c) 17,833 18,442
REVEE Current assets
7E Inventories 202 220
FEWIE - B RFEAFIE Receivables, deposits and prepayments 7 3,461 1,953
RERASZEY Cash and cash equivalents 8 41,470 42,204

45,133 44,377
mEE Total assets 62,966 62,819
&2 FUNDS
(—RFENER) —R#E (Deficit on general reserve)/general reserve 9 (1,939) 13,441
afE LIABILITIES
FRBEE Non-current liabilities
EEURES Deferred income 10 3,511 4,582
REBAE Current liabilities
EARE Payables 11 3,593 5,377
e Accruals 11 10,698 13,310
B Deferred income 10 46,454 25,364
EEREEENTAWE Sports course tuition fees received in advance 2.10(c)(ii) 649 745

61,394 44,796
HweE Total liabilities 64,905 49,378
mESREE Total funds and liabilities 62,966 62,819
REBAEFE Net current liabilities (16,261) (419)
ZR¥BLGBS JP EEMEL JP

Dr. Eric Li Ka-cheung, GBS JP

Ed

Chairman

Dr. Tommy Tam Hok-lam, JP

EES:

Vice-Chairman

TIRFAEET8H 2 MERAR I IEIRE 2 BB o

The notes on pages 64 to 78 are an integral part of these financial statements.

60



BRBAERARALT HONG KONG SPORTS INSTITUTE LIMITED

(B4 BIETRAAN » B FE SR &5 359 LA (Al amounts in Hong Kong dollar thousands unless otherwise stated)
BT TUHIR)
KX R STATEMENT OF INCOME AND EXPENDITURE
BEZA=1+—HLFE
Year ended 31t March
Bt
Note 2009 2008
LON Income
EE—REENBFER Government subvention for the General Operation 76,177 75,036
BBREEEEEERRERS Government subvention and the Hong Kong Jockey Club Elite
BEeB% Athletes Fund (“HKJCEAF”) contribution:
- BREREEIIGTE - Elite Training Programme 10 39,811 27,976
-HRREHENEEVEER - Direct Financial Support to Athletes 10 41,616 31,860
BMREERRESHER Subvention from the Arts and Sport Development Fund
(“ASDF”) 10 4,404 5,742
BRIREES Special Incentive Fund (“SIF”) 10 1,737 1,535
ERBREENBUFER Government subvention for reprovisioning 10 30,619 22,665
BEIWA Sponsorship income 10 4,068 3,700
EIEUWA Commercial income 12 10,120 9,687
FEUWA Interest income 30 1,015
HEWEE - RERBIM 2K E Gain on disposals of property, plant and equipment 17(b) 7 14
BUFihiE 2 RiE Refund receipt on Government rent - 1,890
HEWA Sundry income 1,997 1,881
BUBA Total income 210,586 183,001
] Expenditure
BEEYSEIIGEER Elite training programme costs (178,869) (163,872)
BHEEER Commercial operational costs (8,739) (8,776)
BREEER Reprovisioning costs (30,619) (22,665)
Hih&EER Other operating costs (7,739) (7,783)
X Total expenditure 13 (225,966) (203,096)
FEFE  BIE-—REE Deficit for the year and transferred to general reserve (15,380) (20,095)

TIRFAEET8H 2 MERAR I IEIRE 2 BB o

The notes on pages 64 to 78 are an integral part of these financial statements.
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EEREERERAT HONG KONG SPORTS INSTITUTE LIMITED
(B4 BIETRAAN » B FE 3R &5 359 LA (Al amounts in Hong Kong dollar thousands unless otherwise stated)
BT TAHIR)

et 4 E STATEMENT OF CHANGES IN FUNDS
(—RFENEBE) —RREE
(Deficit on general reserve)/
general reserve
2009 2008
BZMA—- AN Balance at 1t April 13,441 33,536
FEEB Deficit for the year (15,380) (20,095)
BE=ZA=1+—HW&EH Balance at 31%t March (1,939) 13,441

TIRFAEET8H 2 MERAR I IEIRE 2 BB -

The notes on pages 64 to 78 are an integral part of these financial statements.
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BREEEEREREAT HONG KONG SPORTS INSTITUTE LIMITED
(B4 BIETRAAN » B FE 3R &5 359 LA (Al amounts in Hong Kong dollar thousands unless otherwise stated)
BT TR
HERER CASH FLOW STATEMENT
BEZA=1+—HLFE
Year ended 31t March
Bt
Note 2009 2008
EETBEERE Cash flows from operating activities
EETBELE/ (BRA) 2ReFH Net cash generated from/(used in) operating activities 17(a) 5112 (25,189)
RETBZHRERE Cash flows from investing activities
BEYE  RERSEM Purchases of property, plant and equipment 5(c) (5,907) (7,510)
HEME  RERBMETERE Proceeds from disposals of property, plant and equipment 17(b) 20 37
FIEWA Interest received 41 1,017
ARREETEH 2R EHR Net cash used in investing activities (5,846) (6,456)
RERBESEEYWNRDFE Net decrease in cash and cash equivalents (734) (31,645)
BREEVNRERESEEY Cash and cash equivalents at beginning of the year 42,204 73,849
BEFHZNESRESEEY Cash and cash equivalents at end of the year 8 41,470 42,204

TIRFAEET8H 2 MERAR I IEIRE 2 BB -

The notes on pages 64 to 78 are an integral part of these financial statements.
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HONG KONG SPORTS INSTITUTE LIMITED

(All amounts in Hong Kong dollar thousands unless otherwise stated)

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”), under a Service Agreement signed between the Government and
the Sports Institute, 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.

The Sports Institute is incorporated in Hong Kong under the Hong Kong Companies
Ordinance and is limited by guarantee. On 1t January 2007, the address of its
registered office was changed from 25, Yuen Wo Road, Sha Tin, New Territories,
Hong Kong (“Fo Tan”) to 2, On Chun Street, Ma On Shan, Sha Tin, New Territories,
Hong Kong (“Wu Kai Sha”), after the temporary relocation of its principal place of
operation from Fo Tan, to Wu Kai Sha. The Sports Institute plans to move back to
Fo Tan in its financial year 2010/2011.

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 2009,
the Sports Institute had 12 (2008: 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
21t October 2009.

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 under
the historical cost convention and in accordance with Hong Kong Financial
Reporting Standards (“HKFRS”).

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 areas involving a higher degree of judgement or
complexity, or areas where assumptions and estimates are significant to the
financial statements, are disclosed in note 4.

(@ Amendments and interpretations to existing standards which are
effective in 2008 but are not relevant to the Sports Institute’s operation
The Hong Kong Institute of Certified Public Accountants has issued
certain amendments and interpretations which are effective for
accounting periods commencing on or after 1%t January 2008. The
directors are of the opinion that these amendments and interpretations
do not have any impact on the financial statements since they are not
relevant to the Sports Institute’s operation.
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2.2

2.3

(b) Amendment to existing standard which is relevant to the Sports
Institute but is not yet effective
The Sports Institute has not elected to early adopt the amendment to
HKAS 1 (revised) “Presentation of Financial Statements” (“‘HKAS 1”), which
is relevant to the Sports Institute and is mandatory for the accounting
periods commencing from 1=t January 2009 or later.

The Sports Institute has commenced, but not yet completed, an
assessment of the impact of HKAS 1 on its results of operations and
financial positions. The directors are of the view that the impact on the
financial statements would not be significant.

Foreign currency translation

(@) Functional and presentation currency
Iltems 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.

(b) Transactions and balances
Foreign currency transactions are translated into the functional currency
using the exchange rates prevailing at 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 income and expenditure.

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 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 income and expenditure during the financial period in
which they are incurred.

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:

- Plant 10 years
- Furniture, fittings and equipment 5 years
— Motor vehicles 4 years

The assets’ residual values and useful lives are reviewed, and adjusted if
appropriate, at each balance sheet date.

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 income and
expenditure.
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2.4

2.5

2.6

2.7

2.8

Impairment of non-financial assets

Assets 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).

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. A provision for impairment of trade and other receivables is
established when there is objective evidence that the Sports Institute will
not be able to collect all amounts due according to the original terms of
receivables. 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 receivable is
impaired. The amount of the provision is the difference between the asset’s
carrying amount and the present value of estimated future cash flows,
discounted at the original effective interest rate. The carrying amount of the
assets is reduced through the use of an allowance account, and the amount
of the loss is recognised in the statement of income and expenditure. When
a receivable is uncollectible, it is written off against the allowance account
for receivables. Subsequent recoveries of amounts previously written off are
credited against statement of income and expenditure.

Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at call with
banks, other short-term highly liquid investments with original maturities of
three months or less.

Employee benefits

(@) Employee leave entitlements
Employee entitlements to annual leave are recognised when they accrue
to employees. A provision is made for the estimated liability for annual
leave as a result of services rendered by employees up to the 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. Prepaid contributions are recognised as an asset to
the extent that a cash refund or a reduction in the future payments
is available.
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2.9 Payables
Payables are recognised initially at fair value and subsequently measured at
amortised cost using the effective interest method.

2.10 Basis of recognition of income
(@) 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 are
deferred and recognised in the statement of income and expenditure
over the period necessary to match them with the costs that they are
intended to compensate.

(b) General subventions and contributions
Subventions and contributions from the Government or third parties
for general purposes are recognised as income in the statement of
income and expenditure when there is a reasonable assurance that the
subventions/contributions will be received and the Sports Institute will
comply with all attached conditions.

(¢) Commercial income

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

(i) Rentals of the Sports Institute’s car parks are recognised when
services are rendered. Rentals of sports and meeting facilities and
sports residences are recognised as facilities are provided.

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

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

(d) 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.

2.11 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
expensed in the statement of income and expenditure on a straight-line basis
over the period of the lease.

2.12 Funds designated for distribution
(@) 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 income and expenditure of the Sports Institute.

(b) Fo Tan Complex Redevelopment and Reinstatement Projects
Funds were received from the Government and the Hong Kong Jockey
Club (“HKJC”) in respect of the payment 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 income and expenditure 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)

(©

(d)

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 in the opinion that the
credit risk is considered to be low as the counterparties are Government
and corporations with good credit rating.

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

2009 2008

Less than one year
Payables 3,593 5,377
Accruals 10,698 13,310
14,291 18,687

Cash flow interest rate risk

Apart from the bank balances, the Sports Institute has no significant
interest-bearing assets or liabilities. The interestincome 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 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.

3.3 Fair value estimation
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.

Critical accounting estimates and judgements

Estimates and assumptions are continually evaluated and are based on historical
experience and other factors, including expectations of future events that are
believed to be reasonable under the circumstances.

The Sports Institute makes estimates and assumptions concerning the future.
The resulting accounting estimates will, by definition, seldom equal the related
actual results. The estimates and assumptions that have a significant risk of causing
a material adjustment to the carrying amounts of assets and liabilities within the
next financial year are discussed below.

Going concern

At 31t March 2009, the Sports Institute’s current liabilities exceeded its current
assets by HK$16,261,000 and there was a deficit on general reserve of
HK$1,939,000. The Government has confirmed its intention to provide further
financial support to the Sports Institute where justified so as to enable the Sports
Institute to continue its operation for the foreseeable future. The directors believe
that the Sports Institute will continue as a going concern. Consequently, the
directors have prepared the financial statements on a going concern basis.
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5. Y% - RENEEM Property, plant and equipment

70

(@) K Fo Tan

®E HAE-#E ] st
Rz #t
Plant Furniture, Motor Total
fittings and vehicles
equipment

R-ZZEZELFMA—H At 15t April 2007
A Cost 5,148 298 - 5,446
ZWEINE Accumulated depreciation (1,545) (131) - (1,676)
IRERE Net book amount 3,603 167 - 3,770
BE_ZTN\F=A=+—HLEFE Year ended 31t March 2008
HR R R EFHE Opening net book amount 3,603 167 - 3,770
e Depreciation 618) (50) - (668)
HRWRERE Closing net book amount 2,985 117 - 3,102
R-ZBENE=A=+-—H At 31¢t March 2008
A Cost 5,148 298 - 5,446
ZBINE Accumulated depreciation (2,163) (181) - (2,344)
IRERE Net book amount 2,985 117 - 3,102
BE-_ZTNE=A=1+—HLEE Year ended 31t March 2009
AR R EFHE Opening net book amount 2,985 117 - 3,102
e Depreciation 617) (50) - (667)
HiRWREFE Closing net book amount 2,368 67 - 2,435
R-BBAF=ZA=+—H At 315t March 2009
A Cost 5,148 298 - 5,446
Z2BINE Accumulated depreciation (2,780) (231) - (3,011)
IR EFE Net book amount 2,368 67 - 2,435




(b) BEX Wu Kai Sha

5. W% - REREEM (M) Property, plant and equipment (Continued)

BiE KA EE B st
REEM
Plant Furniture, Motor Total
fittings and vehicles
equipment

R-ZZtLEMA—H At 1%t April 2007
A Cost - 20,787 589 21,376
ZWEINE Accumulated depreciation - (8,307) (261)  (8,568)
IR EFE Net book amount - 12,480 328 12,808
BE-—ZZ \F=A=+—HLFE Year ended 31t March 2008
BAAIREFE Opening net book amount - 12,480 328 12,808
RE Additions - 7,510 - 7,510
HE Disposals

- B - Cost - (40) - (40)

- RENE - Accumulated depreciation - 17 - 17
e Depreciation - (4,840) (115)  (4,955)
HRIREFE Closing net book amount - 15,127 213 15,340
R-ZBBN\E=ZA=+—H At 31t March 2008
A Cost - 28,257 589 28,846
ZBINE Accumulated depreciation - (13,130) (376)  (13,506)
IRERE Net book amount - 15,127 213 15,340
BE-_ZThF=A=+—HLEFE Year ended 31t March 2009
HRAREFE Opening net book amount - 15,127 213 15,340
wE Additions - 5,431 476 5,907
HE Disposals

- AR - Cost - (42) - (42)

- BERE - Accumulated depreciation - 29 - 29
e Depreciation - (5,632) (204)  (5,836)
BRIREFE Closing net book amount - 14,913 485 15,398
R-BZBNRE=A=+—H At 315t March 2009
A Cost - 33,646 1,065 34,711
ZEINE Accumulated depreciation - (18,733) (580) (19,313)
WRIEFHE Net book amount - 14,913 485 15,398
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5. W% - RENEEM (M) Property, plant and equipment (Continued)

(c) #Ft Total

BiE KA EE B st
REEM
Plant Furniture, Motor Total
fittings and vehicles
equipment

R-ZZLEMA—H At 1%t April 2007
A Cost 5,148 21,085 589 26,822
ZEINE Accumulated depreciation (1,545) (8,438) (261)  (10,244)
IRERE Net book amount 3,603 12,647 328 16,578
BE—ZZ\F=A=+—HLFE Year ended 31t March 2008
BRAREFE Opening net book amount 3,603 12,647 328 16,578
RE Additions - 7,510 - 7,510
HE (iEE17(b)) Disposals (Note 17(b))

- A - Cost - (40) - (40)

- BERE - Accumulated depreciation - 17 - 17
e Depreciation (618) (4,890) (115)  (5,623)
BRIREFE Closing net book amount 2,985 15,244 213 18,442
R-BEN\E=ZA=+—H At 31st March 2008
A Cost 5,148 28,555 589 34,292
ZBINE Accumulated depreciation (2,163) (13,311) (376)  (15,850)
I EFE Net book amount 2,985 15,244 213 18,442
BZE-_ZTNEF=A=1+—HLEE Year ended 31t March 2009
BRAREFE Opening net book amount 2,985 15,244 213 18,442
wE Additions - 5,431 476 5,907
HE (HEE17(b)) Disposals (Note 17(b))

- AR - Cost - (42) - (42)

- BERE - Accumulated depreciation - 29 - 29
e Depreciation 617) (5,682) (204)  (8,503)
BRIREFE Closing net book amount 2,368 14,980 485 17,833
R-BZNRE=A=+—H At 315t March 2009
AR Cost 5,148 33,944 1,065 40,157
ZEINE Accumulated depreciation (2,780) (18,964) (580) (22,324)
IREFE Net book amount 2,368 14,980 485 17,833

FEEAESRIRARREDSIZIGRAER XL EEARAMEEER  BEMARSEZT B2 TER (Z2EN\F  AE=1=8
BT8R ME-FTEL (ZZBEN\F  +tEBE—TED) RTOBATERT (ZBENF  +=ZBLFTHER) -

Depreciation expense of HK$6,315,000 (2008: HK$5,335,000) is included in elite training programme costs, HK$42,000 (2008: HK$151,000) in
commercial operational costs, and HK$146,000 (2008: HK$137,000) in other operating costs.
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6. €M IR (RERI5H %) Financial instruments by category

2009 2008
SRMEE — BRREKRTE Financial assets - loans and receivables
FEWCGRIE (BYEET) Receivables (Note 7) 1,307 788
e (MeE7) Deposits (Note 7) 528 81
ReRRSEEY (FiEEs) Cash and cash equivalents (Note 8) 41,470 42,204
43,305 43,073
2009 2008
cHRIGE —HtesREes Financial liabilities — other financial liabilities
P RRE Payables 3,593 5,377
EstEA Accruals 10,698 13,310
14,291 18,687
7. BEWEIE - 2% K FEIFIE Receivables, deposits and prepayments
2009 2008
FEWRIE Receivables 1,307 788
wBe Deposits 528 81
A FRE Prepayments 1,626 1,084
3,461 1,953

FEWGRE » RERFENREZIRAEREIE DN TE  XUBTREN -
The carrying amounts of receivables, deposits and prepayments approximate their fair values and are denominated in Hong Kong dollars.

REBENER=ZZENFZAZ+—B > MEEINERRE - RERBIRERSREELEE  MRRRABIEENESEERBATAN
DFE - BRIIFEEMERR °

At 31t March 2009 and 2008, all classes of receivables, deposits and prepayments do not contain impaired assets and the maximum exposure to
credit risk at the reporting date is their respective fair values. The Sports Institute does not hold any collateral as security.

8. WERIBEZEEY Cash and cash equivalents

2009 2008

RITEHERERS Cash at banks and in hand 41,470 13,814
EHIRITER Short-term bank deposits - 28,390
41,470 42,204

BEEERE Maximum exposure to credit risk 41,372 42,074

EHRRIT R ERAEZEN ST/ \FZAZ+-BAFE—&—RE TRATHIHER=TLH-
The effective interest rate on short-term bank deposits at 31t March 2008 was 1.16% per annum and these deposits had an average maturity of 27 days.

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

9. —RfEE 9. General reserve
—REBBEIDREIIRRNEERS  WEZIRNEM General reserve is used to finance future operations. Any surpluses/deficits from
B BFRYSERZ N HERH L AEEE - the statement of income and expenditure are transferred to/from this reserve.
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10. JEZEY 2= Deferred income

HER
Bx EBg E8WR
E®8 B BE 5l
BIFE BHBEN BRES RBES BB =41 st
Direct
Elite  Financial
Training Support

Programme to Athletes ASDF SIF  Reprovisioning Sponsorship Total
R-ZZtFNA—A At 1st April 2007 - - 612 2,240 36,750 982 40,584
BUF B Government subventions 32,360 28,500 - - - - 60,860
Hifk Other subventions - - 9,274 - - - 9,274
EREEERRENHS Contributions from
HEMBN HKJCEAF - 9,000 - - - - 9,000
FIEWA Interest income - 2 - - - - 2
=431 Sponsorships - - - - - 3,704 3,704
RARZIRE FH HFIE Credited to the statement of
income and expenditure (27,976) (31,860)  (5,742)  (1,535) (22,665) (3,700) (93,478)
R-ZENFE=A=+—H At 31 March 2008 4,384 5,642 4144 705 14,085 986 29,946
W EREE G Less: non-current portion - - (665) - (2,981) (936) (4,582
REER A Current portion 4,384 5642 3,479 705 11,104 50 25,364
RZEZENFNA—H At 15t April 2008 4,384 5,642 4,144 705 14,085 986 29,946
BURER Government subventions 54,830 34,500 - - 32,950 - 122,280
Hm Other subventions - - 4,261 2,500 - - 6,761
EREEERRENS Contributions from
HEEHER HKJCEAF 204 9,000 - - - - 9,204
FIEWA Interest income - 11 - - - - 11
=431 Sponsorships - - - - - 4,018 4,018
RAREIRE F HFIE Credited to the statement of
income and expenditure (39,811) (41,616)  (4,404) (1,737) (30,619) (4,068) (122,255)
RZZBZAFE=B=1+—H At 31 March 2009 19,607 7,537 4,001 1,468 16,416 936 49,965
W SERENER Less: non-current portion - - (540) - (2,035) 936)  (3,511)
RENER D Current portion 19,607 7,537 3,461 1,468 14,381 - 46,454

11. BRI R FE5T E A Payables and accruals
ENRERETERZIREER A ATE  WUBTREN -

The carrying values of payables and accruals approximate their fair values and are denominated in Hong Kong dollars.

12. YW A Commercial income
BRERREREIBAESHKA » BomaT

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

2009 2008

RS EE Catering income 574 576
EERESE Sports course tuition fees 8,434 7,985
LA REERE Rental of sports and meeting facilities 1,024 1,087
HiEEES Rental of car parks 63 -
HibmglA Other commercial income 25 39
10,120 9,687
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13.

14.

B (3% 52 %) Expenses by nature

2009 2008
“EE Auditor’s remuneration 170 153
HRIEIBE Coach education expenses 3,055 3,069
HEMRFEREE Consumables and expensed assets 3,911 4,017
BERAA Cost of catering sales 315 307
EERFERS (EEERIBIX4,191,00087T  Cost of sports courses (excluding employee benefit expense
BR5h (2008: 4,183,000 7T )) of HK$4,191,000 (2008: HK$4,183,000) 2,042 2,031
HEER (EE5(c)) Depreciation (Note 5(c)) 6,503 5,623
HRERESEWEENEER Direct Financial Support to Athletes 41,616 31,860
EERAR: (BIESLERY Employee benefit expense (excluding operating lease rentals
HERIN) (MiEE14) for staff quarters) (Note 14) 97,746 98,956
— BRI General insurance expenses 528 478
BT 2= 8 2 th 8 Government rent and rates 149 166
KEESRBEER Lifeguard service fees 737 655
IR i K2 S AN R B 2 Local and overseas training expenses 28,364 22,443
FEBEEREHEX Major games incentive payments 1,422 -
TIGHERER RS Marketing and publication expenses 1,111 1,084
gERNESE Operating lease rentals in respect of:
-WAE - office premises 15,714 16,406
-BIEE (ME14) - staff quarters (Note 14) 220 319
-BR HEsit - storage/training venues 545 447
-HtEE - other quarters 154 123
REER X Recruitment expenses 300 947
EERESREX Repair and maintenance expenses 1,576 1,412
BESREIRER Improvement works at Wu Kai Sha 7,420 -
RZRREE R Security service fees 1,296 1,122
BRIREES Special incentive payments 1,737 1,535
AHER Utilities 2,789 2,900
Hipx Other expenses 6,546 7,043
RFREFHEEIEER - HELEEM - Total elite training programme costs, commercial operational
EREEERANEMEEERST costs, reprovisioning costs and other operating costs 225,966 203,096
{E 28 FIBI % Employee benefit expense
2009 2008
e IERER Salaries, wages and allowances 88,467 89,184
ERGTEIRY — $asItE A B SR Pension costs — contributions to MPF scheme 3,017 2,917
T Gratuities 4,338 4,548
RAEEWHFR Unutilised annual leave 6) 2
HMETHER Other staff benefits 1,930 2,305
97,746 98,956
EIRESEERNES Operating lease rentals for staff quarters 220 319
97,966 99,275
BIA¥
No of employees
BSEFHN=(EAR 2T Analysis of the top 3 tiers of annual salaries are as follows: 2009 2008
HK$1,600,001 - HK$1,900,000 2 2
HK$1,300,001 - HK$1,600,000 3 3
HK$1,000,000 - HK$1,300,000 6 6
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15.

16.

17.

76

EEH M Directors’ emoluments
REER » ERWERDERERBEMEESRESREEAEAREmEHHN (TS N\F  8) -

None of the directors received or will receive any fees or other emoluments in respect of their services to the Sports Institute during the year (2008: Nil).

Fr88iBX Income tax expense
RIEEBEOE—A— T2 (BHGAD EN+\K - BIREZHABSBREH -

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

REMEBERZHEE Notes to cash flow statement
(a) BEZTBEL/ (BH) 2R EFH Net cash generated from/(used in) operating activities

2009 2008
FEFE Deficit for the year (15,380) (20,095)
AR Adjustments for:
- FEWRA - Interest income (30) (1,015)
- 178 (F=E5(c)) - Depreciation (Note 5(c)) 6,503 5,623
- HEME - REREMZWE - Gain on disposals of property, plant and equipment
(RT3 HiEE(b)) (Note (b) below) @ (14)
EEEANEE : Changes in working capital:
- 78 - Inventories 18 (89)
- BUWGIE - RERFANRIA - Receivables, deposits and prepayments (1,508) 839
- BENFERESER - Payables and accruals (4,396) 1,312
- EEWE - Deferred income 20,008 (10,640)
- EEFRREEBWTEBRIE - Sports course tuition fees received in advance (96) 50
- BAERESERREDEESNTE - Amount due to HKJCEAF = (1,160)
EEITEES  (BHR) 2FHE Net cash generated from/(used in) operating activities 5112 (25,189)
(b) BERERT HEVE RERSBMFABSREES:
In the cash flow statement, proceeds from disposals of property, plant and equipment comprise:
2009 2008
IREFE (FEE5(c)) Net book amount (Note 5(c)) 13 23
HEME - RERBM 2GR Gain on disposals of property, plant and equipment 7 14
HEWE  RERBMABRER Proceeds from disposals of property, plant and equipment 20 37




18. 7&#& Commitments

(a) EBFRHYE ZAEIE Capital commitments for the Sports Institute

REFRACERRR (BREE) T :

Capital expenditure at the balance sheet date but not yet incurred is as follows:

2009 2008
EENERRE Contracted but not provided for 1,247 1,494
BREMREY Authorised but not contracted for 7,360 6,030
8,607 7,524

BHEEXRREXTEAEBEIR BEBRBREE « BEEIIRR EMBHRERT

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

(b) RRABEHBREREEIENER
i

BREABFRSENREN  2REERE
ARARBEHERAIAREBEEIR - FFE
W BREARBUTR S SR BN MR E
RIBHETEN -RZA=+—H  HBRET
BRULME 8K TRNE N BAEENT ¢

(b) Capital commitments for the Fo Tan Complex Redevelopment

and Reinstatement Projects

The Sports Institute acts as the agent of the Government and HKJC for handling the
Fo Tan Complex Redevelopment and Reinstatement Projects respectively. During
the year, the Sports Institute has entered into certain contracts for these projects
on behalf of the Government and HKJC. At 315t March, total capital commitments
related to the Projects are as follows:

2009 2008

RERBUTEE] — BRENRRETE On behalf of the Government —
Redevelopment Project 264,470 37,859
REFEET — BRBEIR On behalf of HKJC - Reinstatement Project 14,527 -
278,997 37,859

BRETRAFEARIBRARSSNBRA
AELMIEERTIE - B RAEERETER
TRNMXDBES Bt - FIABLERUENKX
TRABRNBZIEAN - AFER - BRELTH
BRI TRWEIERRMT

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
income and expenditure of the Sports Institute. Funds received during the year

related to the Projects are as follows:

2009 2008

BRER — BREHERENE From the Government — Redevelopment Project 12,682 4,566
EeRs —EREELIR From HKJC — Reinstatement Project 1,291 -
13,973 4,566

(c) EEBAWERE
R=ZA=1t—R BREBRETITHEROPLIE -
BIREMBEERER /RS 2EERAM
FRERRZMNZHERAAESNT :

(c) Operating lease commitments

At 315 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:

2009 2008
—FR No later than 1 year

- REEDPRAE - Office premises at Wu Kai Sha 14,553 11,907
- Hit - Others 1,279 1,071

—ERETEBREF Later than 1 year and no later than 5 years
- REEDPRAE - Office premises at Wu Kai Sha - -
- Hit - Others 100 393
15,932 13,371
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EBEBEES
BREREFEARIBFO AT ABEFBTER
(Z2ENF A +LE8BT) - WEFRDIBFER
EBEPEESBN  AUEHEEEDHE - BRER
SBERRERESRARANENBLEEHS D
HESEBI MEELREBCERERMDESHSH
B Bt fASLERUENE XTI ARR B IR
ReRZZBBAF=ZA=+—HB BEREWREmRHE
BNBHRA=TE-TEBR (Z2ENF  8)  BL&
RECEABREERERAZEARE (1)

FREALTZRE
BEREFERNREEREAL RS (CEENF 1 §) -

19

20

Hong Kong Athletes Fund

During the year, the Sports Institute received funds of HK$694,000 (2008:
HK$570,000) 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 income and expenditure of the Sports
Institute. As at 31%t March 2009, funds of HK$302,000 (2008: Nil) were received but
not yet distributed out and were included in the Sports Institute’s balance sheet as
payables (Note 11).

Related party transactions
The Sports Institute has no related party transactions during the year
(2008: Nil).
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THE HONG KONG JOCKEY CLUB ELITE ATHLETES FUND
FINANCIAL STATEMENTS

FOR THE YEAR ENDED 315" MARCH 2009

INDEPENDENT AUDITOR’S REPORT
TO THE TRUSTEE OF THE HONG KONG JOCKEY CLUB ELITE
ATHLETES FUND

We have audited the financial statements of The Hong Kong Jockey Club Elite Athletes
Fund (the “Fund”) set out on pages 80 to 89, which comprise the balance sheet as at
31t March 2009, and the statement of income and expenditure, statement of changes
in funds and cash flow statement for the year then ended, and a summary of significant
accounting policies and other explanatory notes.

Trustee’s responsibility for the financial statements

The Trustee is responsible for the preparation and fair presentation of these financial
statements in accordance with the Hong Kong Financial Reporting Standards issued
by the Hong Kong Institute of Certified Public Accountants. This responsibility includes
designing, implementing and maintaining internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error; selecting and applying appropriate accounting policies;
and making accounting estimates that are reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements based on
our audit and to report our opinion solely to you, as a body, in accordance with the
agreed terms of engagement 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 as to 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
and fair presentation of the financial statements 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 Trustee, 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 Fund’s
affairs as at 31% March 2009 and of its deficit and cash flows for the year then ended in
accordance with Hong Kong Financial Reporting Standards.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 21t October 2009
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EAERECRAETNEES THE HONG KONG JOCKEY CLUB ELITE ATHLETES FUND
(B4 BIETRAAN » B FE 3R &5 359 LA (Al amounts in Hong Kong dollar thousands unless otherwise stated)
BT TR

EEEER BALANCE SHEET
R=R=t—-RH&EH
As at 315t March

Ht=E

Note 2009 2008
EE ASSETS
REVEE Current assets
UAFEF A EBERNEMESREE Other financial assets at fair value through profit or loss 6 226,103 265,491
Hih R IE R BARIE Other receivables and prepayments 7 158 1,917
HERBESEEY Cash and cash equivalents 8 1,500 -
REE Total assets 227,761 267,408
e FUNDS
EXRES Capital fund 1 200,000 200,000
ESpedS Accumulated surplus 27,648 67,368
wES Total funds 227,648 267,368
afE LIABILITIES
REBREEE Current and total liabilities
HibESERENER Other payables and accruals 9 113 40
BrESRER Total funds and liabilities 227,761 267,408
FRFHLGBS P Dr. Eric Li Ka-cheung, GBS JP
ZHEAEE Chairman of the Trustee

TIRFEBAE IR 2 MERA I IEIRE 2 BB o

The notes on pages 84 to 89 are an integral part of these financial statements.
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ERBRSERNEHRES
(RABIEERS » RIS

THE HONG KONG JOCKEY CLUB ELITE ATHLETES FUND

(All amounts in Hong Kong dollar thousands unless otherwise stated)

BT THIR)
KX IR STATEMENT OF INCOME AND EXPENDITURE
BE=ZA=+—HLEFE
Year ended 31t March
2009 2008
ON Income
RARESABERNEMESRERE Other financial assets at fair value through profit or loss
- AP EEERER - Realised fair value gains 37 634
- A EAREREF - Unrealised fair value gains = 18,725
HIBUA Miscellaneous income 1 57
48 19,416
X H Expenditure
DAFESABERNEMESRHERE Other financial assets at fair value through profit or loss
-ATECEREE - Realised fair value losses 537 -
- ATFERERER - Unrealised fair value losses 29,054 -
RELEEEE Portfolio management fees 800 873
ZHE Auditor’s remuneration 42 44
REE Custodian fees 120 120
THRERMEERX Administration and sundry expenses 1 7
30,564 1,044
BRATFE (B18) / B (Deficit)/surplus for the year before contributions (30,516) 18,372
BYEERAZREGROE (B Contributions to Hong Kong Sports Institute Limited (‘HKSIL”)
IFRIE (9,204) (9,000)
FE (H18)/ Bt (Deficit) / surplus for the year (39,720) 9,372

TIRFEBAE IR 2 MERA I IEIRE 2 BB o

The notes on pages 84 to 89 are an integral part of these financial statements.
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ERBRSERNEHRES
(RABIEERS » RIS
BT LRI

THE HONG KONG JOCKEY CLUB ELITE ATHLETES FUND

(Al amounts in Hong Kong dollar thousands unless otherwise stated)

BE4BEE STATEMENT OF CHANGES IN FUNDS
BEXES Rt &R st
Capital Accumulated Total
fund surplus
BE-ZZTLFEWNA—HZ&RR Balance at 15t April 2007 200,000 57,996 257,996
FERHK Surplus for the year - 9,372 9,372
BE-ZENE=A=+—HEK Balance at 315t March and 1t April 2008 200,000 67,368 267,368
B—Bz#th
FEER Deficit for the year - (39,720) (39,720)
BE-ZTANF=ZA=+—-Bz&H Balance at 31t March 2009 200,000 27,648 227,648

TIRFEBAE IR 2 MERA I IEIRE 2 BB o

The notes on pages 84 to 89 are an integral part of these financial statements.
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EREFSRREDEES THE HONG KONG JOCKEY CLUB ELITE ATHLETES FUND

(B4 BIETRAAN » B FE 3R &5 359 LA (Al amounts in Hong Kong dollar thousands unless otherwise stated)
BT THIR)
HERER CASH FLOW STATEMENT
BE=A=+—-HLFE
Year ended 31t March
Ht=E
Note 2009 2008

EETBEERE Cash flows from operating activities
AREETE RS EE Net cash used in operating activities 10 (8,334) (10,510)
REZBHZHERE Cash flows from investing activities
BANDTFEFABRERN Purchases of other financial assets at fair value

HibemEE through profit or loss (601) (836)
HEUQAFEFABERNHEMEMEE  Proceeds from sales of other financial assets at fair value

KIFT 18R E through profit or loss 8,916 9,653
DATEFABRRNWEMEMEEMN  Rebate received included in unrealised fair value losses/gains

DNFEREBRER /BERHER on other financial assets at fair value through profit or loss 1,519 1,675
REZBHEBZREEE Net cash generated from investing activities 9,834 10,492
ReRASEEYMHIEM/ CHL) B8 Netincrease/(decrease) in cash and cash equivalents 1,500 (18)
BREEVNNRERESEEY Cash and cash equivalents at beginning of the year - 18
BEFHENESRELEEY Cash and cash equivalents at end of the year 8 1,500 -

TIRFEBAE IR 2 MERA I IEIRE 2 BB o

The notes on pages 84 to 89 are an integral part of these financial statements.
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(BRASBIEEASN - AR RE I LUBH T THFIR)

PBHEME

84

—RER

ERESERREFSES ([E2 ) R-AAZ=HF
TAZTZRANKY - HUBz2—REBTESRAEE
BEEE (BE) ARAA

ESUEMEBERBRER ([RER]) HETEAZE
EEEE  UXNRRBZEFCERERMX - B
BREERE BRE-_ZTONFAA-T-RAEEA
EEMZFAA - At ESNENDREBREREE
ZETDH I XETBNRREDS - [RERERE
ZETEHE DEBRR-_ETNFAA=T=H
BEA  AREERETZHARBLEHRESRER
EEIRXHTER S -

BREREAS AR BREILUBE T TAIIR -
FUBRECKR-ZFZAF AT -HAZTA
HAETIE -

TESHBRRBE
RAEVBRESHTRANEIEZSTBERIINOT « B
BRSNS  ZEBEKERERFENERER -

2.1 iRBEER
AESHBRENERE B BRELERFER o
RERBHRRABH AR WRUAFEFA
BREROEMSREESHIEIET -
REBUERE LN BRE  EEHEET
BENEHGE FEEEBEECRAESHEN
BEHBREMEREAK ) - RS RESHER
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(a) REEENFAEREHERBREEEEBNRT
ZRNBITRRE
BEREMASEEME TR -S54
—BRAENEFBHEROET KRR - 25
ARAREBEIRRBEESNEERR
EHHMBREREEATE -

(b) RESHBBENRERZRITERNE
ESRARERNEMEES AR AR
CEENF-A-BARUENETHMA
RANEBEHERE1R (BFT) [BBE|E
M2/ ([EBEEAE1E]) -

EE O (BERTR) EBEER
FIRHALEXARMBERRNTE - X5
ARBRT ETHRIMREN  BUBRELE
BEAEE -

e

THE HONG KONG JOCKEY CLUB ELITE ATHLETES FUND

(All amounts in Hong Kong dollars thousands unless otherwise stated)

NOTES TO THE FINANCIAL STATEMENTS

General information

The Hong Kong Jockey Club Elite Athletes Fund (the“Fund”) was established on
23 July 1992 with an endowment of HK$200 million granted by the Hong Kong
Jockey Club (Charities) Limited.

The Fund was previously managed by the Committee of Trustees of the Hong
Kong Sports Development Board (“HKSDB”) and used to finance the operating
expenses and capital expenditure of the HKSDB. Following the dissolution
of the HKSDB, HKSIL has become the Trustee of the Fund with effect from
22" September 2004. Since then, the purpose of the Fund is to support elite
athletes in Hong Kong in accordance with the Scheme for Regulating and
Managing the Charity. The Scheme for Regulating and Managing the Charity is
a cy-pres Scheme of Trusteeship for the regulation and management of the
Fund approved by the High Court on 22" September 2004 before the HKSDB
was dissolved.

The financial statements are presented in Hong Kong dollars thousands unless
otherwise stated. The financial statements have been approved for issue by the
Trustee on 21st October 2009.

Summary of significant 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 the
years presented, unless otherwise stated.

2.1 Basis of preparation
The financial statements of the Fund have been prepared in accordance
with Hong Kong Financial Reporting Standards (“HKFRS”). They have
been prepared under the historical cost convention, as modified by the
revaluation of other financial assets at fair value through profit or loss.

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
Fund’s accounting policies. The areas involving a higher degree of
judgement or complexity, or areas where assumptions and estimates are
significant to the financial statements, are disclosed in note 4.

(@ Amendments and interpretations to existing standards which are
effective in 2008 but are not relevant to the Sports Institute’s operation
The Hong Kong Institute of Certified Public Accountants has issued
certain amendments and interpretations which are effective for
accounting periods commencing on or after 1%t January 2008. The
Trustee is of the opinion that these amendments and interpretations
do not have any impact on the financial statements since they are not
relevant to the Fund’s operation.

(b) Amendment to existing standard which is relevant to the Fund but is
not yet effective
The Fund has not elected to early adopt the amendment to HKAS 1
(revised) “Presentation of Financial Statements” (“HKAS 1”), which
is relevant to the Fund and is mandatory for the accounting periods
commencing from 1%t January 2009 or later.

The Fund has commenced, but not yet completed, an assessment of
the impact of HKAS 1 on its results of operations and financial positions.
The Trustee is of the view that the impact on the financial statements
would not be significant other than certain additional disclosures.
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BB E LB TTIR o
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IERGURT ABRBEREEY - BEHEZ
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2.2

2.3

2.4

2.5

Foreign currency translation

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

(b) Transactions and balances
Foreign currency transactions are translated into the functional currency
using the exchange rates prevailing at 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 income and expenditure.

Impairment of non-financial assets

Assets 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
purpose of assessing impairment, assets are grouped at the lowest levels for
which there are separately identifiable cash flows (cash-generating units).

Other financial assets at fair value through profit or loss

The Fund classified its investments as other financial assets at fair value
through profit or loss. The classification depends on the purpose for which
the investments were acquired. The Fund determines the classification of
its investment at initial recognition and revaluates this designation at every
reporting date. A financial asset is classified in this category if acquired
principally for the purpose of selling in the short term or if so designated
by the Trustee. Assets in this category are classified as current assets if
they are either held for trading or expected to be realised within 12 months
from the balance sheet date.

Regular way purchases and sales of these financial assets are recognised
on trade-date - the date on which the Fund commits to purchase or sell
the asset. These financial assets are initially recognised at fair value and
transaction costs are expensed in the statement of income and expenditure.
These financial assets are derecognised when the rights to receive cash
flows from the investments have expired or have been transferred and the
Fund has transferred substantially all risks and rewards of ownership. These
financial assets are subsequently carried at fair value. Gains and losses
arising from changes in the fair value of these financial assets are presented
in the statement of income and expenditure in the period in which they arise.

The fair values of quoted investments are based on current bid prices.

Receivables

Receivables are recognised initially at fair value and subsequently
measured at amortised cost using the effective interest method, less
provision for impairment. A provision for impairment of receivables is
established when there is objective evidence that the Fund will not be able
to collect all amounts due according to the original terms of receivables.
The amount of the provision is the difference between the asset’s carrying
amount and the present value of estimated future cash flows, discounted
at the original effective interest rate. The carrying amount of the assets is
reduced through the use of an allowance account, and the amount of the
loss is recognised in the statement of income and expenditure. When a
receivable is uncollectible, it is written off against the allowance account
for receivables. Subsequent recoveries of amounts previously written off
are credited against the statement of income and expenditure.
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2.6

2.7

2.8

Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at call with
banks, other short-term highly liquid investments with original maturities of
three months or less.

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

Income recognition
Miscellaneous income is recognised on an accrual basis.

Financial and fund risks management

3.1

Financial risk factors

The Fund’s activities expose it to a variety of financial risks. The Fund’s
overall risk management procedure focuses on the unpredictability of
financial markets and seeks to minimise potential adverse effects on the
Fund’s financial performance.

@

(b)

(c)

Foreign exchange risk

Foreign exchange risk arises when future commercial transactions and
recognised assets and liabilities are denominated in a currency that is
not the Fund’s functional currency. Given that the Fund’s operation in
Hong Kong is conducted in Hong Kong dollars, the Trustee is in the
opinion that the Fund’s activities are not exposed to significant foreign
exchange risk and accordingly, no sensitivity analysis is performed.

Credit risk
The Fund’s credit risk mainly arises from investments in other financial
assets at fair value through profit or loss and cash at bank.

The credit risk on investments in other financial assets at fair value
through profit or loss and cash at bank is limited because the
counterparty is a financial institution with high credit rating assigned
by international credit-rating agencies. Accordingly, the Trustee is in
the opinion that the Fund’s activities are not exposed to significant
credit risk.

The maximum exposure to credit risk is represented by the carrying
amount of each financial asset in the balance sheet.

Liquidity risk

Prudent liquidity risk management implies maintaining sufficient
marketable investments. The Trustee has adopted a prudent investment
and treasury strategy so as to ensure that it maintains sufficient liquid
funds to meet its financial liabilities.

The below table analyses the Fund’s financial liabilities, which represent
other payables and accruals, into 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.

2009 2008

Less than one year 113 40
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(d) Price risk
The Fund is exposed to securities price risk because the Fund has
investments in quoted unit trust funds in Hong Kong, which are classified
on the balance sheet as other financial assets at fair value through profit
or loss.

The analysis is based on the assumption that the average rate of return
of the quoted unit trust funds had increased/decreased by 10.02%
(2008: 8.91%) with all other variables held constant and all the quoted
unit trust funds moved according to the historical data.

As at 31t March 2009, if the average rate of return of the quoted unit
trust funds had increased/decreased by 10.02% (2008: 8.91%), deficit
for the year would decrease/increase by HK$22,650,000 (2008: surplus
for the year would increase/decrease by HK$23,643,000) as a result of
gains/losses on the quoted unit trust funds classified as other financial
assets at fair value through profit or loss.

(e) Cash flow interest rate risk
The Fund has no interest-bearing assets or liabilities, and its income
and operating cash flows are substantially independent of changes
in market interest rates. Accordingly, the Trustee is of the opinion that
the Fund does not have significant cash flow interest rate risk and no
sensitivity analysis is performed.

3.2 Fund risk management
The Fund’s objective when managing fund is to safeguard the Fund’s ability
to continue as a going concern. The Fund’s overall strategy remains
unchanged from prior year. The Fund comprises of its capital fund and
accumulated surplus.

3.3 Fair value estimation
The fair value of financial instruments traded in active markets is based on
quoted market prices at the balance sheet date. The quoted market price
used for financial assets held by the Fund is the current bid price.

The carrying value less impairment provision of receivables and payables
are a reasonable approximation of their fair value. 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 Fund for similar financial instruments, unless the effect of discounting
will be immaterial.

4. Critical accounting estimates and judgements
Estimates and judgements are continually evaluated and are based on historical
experience and other factors, including expectations of future events that are
believed to be reasonable under the circumstances.

The Fund makes estimates and assumptions concerning the future. The resulting
accounting estimates will, by definition, seldom equal the related actual results.
However, there are no estimates or assumptions used on these financial
statements that the Trustee expects will have a significant risk of causing a
material adjustment to the carrying amounts of assets and liabilities within the
next financial year.

2 5]%E 7 Corporate Affairs 87



88

$RT A (352 %) Financial instruments by category

BERR MHUAREEA
EBWHRE BRRNEE st
Assets at fair
Loans and value through
receivables  profit or loss Total
SRMEE Financial assets
R=—ZBEAF=A=+—H At 315t March 2009
DAFESABRERNEMERMEE Other financial assets at fair value through profit
(Fff5E 6) or loss (Note 6) - 226,103 226,103
HibpEuRE (FEE7) Other receivables (Note 7) 158 - 158
RITREEFR Cash at bank 1,500 - 1,500
st Total 1,658 226,103 227,761
RZZBENF=ZA=+—8H At 31%t March 2008
UAFEFFABRRNEMSRHERE Other financial assets at fair value through profit
(FFzE 6) or loss (Note 6) - 265,491 265,491
Hit e E (FHeE7) Other receivables (Note 7) 1,857 - 1,857
st Total 1,857 265,491 267,348
Hitemas
Other financial liabilities
cHas Financial liabilities

R-BBENF=A=1—8
Rt EARERETER (o)

R-EEN\F=A=+—H
HiEAFCER B ERA (HE9)

At 31% March 2009
Other payables and accruals (Note 9)

At 31%t March 2008
Other payables and accruals (Note 9)

AT EFABZRNEMSEEE Other financial assets at fair value through profit or loss

113

40

2009 2008
RBLETENGETEES  UhmEHE Quoted unit trust funds in Hong Kong, at market value 226,103 265,491
BUEAESNATE  WEBTSENNELERER -
The fair value of the unit trust funds is based on their current bid prices in an active market.
H b FEURFRTE K T {4 5/ 78 Other receivables and prepayments

2009 2008
H b WRE Other receivables 158 1,857
FEFIE Prepayments - 60

158 1,917

BE-ZTENER-ZZBZNFZAZT—H  ABERFUERFENFEZIREERE A HERE - WUBTREN -
The carrying values of other receivables and prepayments approximate their fair values as at 31t March 2009 and 2008 and are denominated in

Hong Kong dollars.

HiEWFETEERNELE - B2 WBSHETERR -

Other receivables do not contain impaired assets. The Fund does not hold any collateral as security.



8.

10.

11.

HERBELZEEY Cash and cash equivalents

2009 2008
RITESEARBRSEERR Cash at bank and maximum exposure to credit risk 1,500 -
ReRBEEEYIREBEETENBTREN -
The carrying amounts of cash and cash equivalents are denominated in Hong Kong dollars.
HihpE{S T8 K FE5HE A Other payables and accruals

2009 2008
Hib A RE Other payables 71 -
EstE A Accruals 42 40

113 40

BEZZZNFR-ZZNF=ZA=1T—H - HUOBEARERETERZIREEREE N PERSE - LUBTHEN -

The carrying value of other payables and accruals approximates their fair values as at 315t March 2009 and 2008 and are denominated in Hong Kong dollars.

FAREETE 23 £ 3% Net cash used in operating activities

2009 2008
FE (B58R)/ Bt (Deficit)/surplus for the year (39,720) 9,372
TR Adjustments for:
- AR ESFABERNEMSHE - Realised and unrealised fair value losses/(gains) on other
ENAFECERERE/ 087) financial assets at fair value through profit or loss 29,554 (19,359)
EEEANEE : Changes in working capital:
- BB - Amount due from HKSIL - 1,160
- Htt R IE R TR RIE - Other receivables and prepayments 1,759 (1,666)
- At ERRIE R ESHE A - Other payables and accruals 73 (17
AREETBREFE Net cash used in operating activities (8,334) (10,510)

Fri8#iB X Income tax expense
REEBEOE BT —TEWBEOD ENT U ESBEHMNEBREH -

The Fund, being a registered charitable organisation, is exempted from Hong Kong profits tax by virtue of Section 88 of the Inland Revenue Ordinance,

Chapter 112.
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