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Financial Highlights

“EE=F+A=+NA (KZA)
Z2RTRF=A=+—H
29t October 2003 (date of incorporation)

2005/06 to 31 March 2005* %) Changes
BEEET HK$mM R EEI HKS$m B %
L'ON Income 171.2 95.8 79
53 Expenditure 159.8 80.9 98
BER Surplus 11.4 14.9 (23)

*ARERER - ETMFEFA— AR ERFEEER Al —FTF=F+A-1+INHA (K H) E-ETETAF=A=+—HAFEARY
2 RIS EAE  RREERER —FENF A —HE2 —FTFAF=H=1+—HEREHLNE A 8 &E k7
The comparative financial results for the period from 29 October 2003 to 31 March 2005 reflect the six-month HKSl operations for the period from 1 October
2004 to 31 March 2005 as the HKS did not engage in any activities prior to 1 October 2004.
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Income

Total income of the HKSI was HK$171.2 million, of which
HK$99.5 million represented Government subvention,
HK$32.1 million from the Hong Kong Jockey Club Elite
Athletes Fund (HKJCEAF), HK$26.7 million from
commercial income, HK$5.5 million from the Arts and Sport
Development Fund (ASDF), HK$5.0 million from sponsorship

income, and HK$2.4 million from other income.

Total income increased by 79%. This was mainly due to the fact
that the financial results for 2005/06 reflect a full operational
year, while the comparative financial results reflect a six-month
operation only. In addition, the comparative financial results also
include special one-off incomes - specifically, gain on net assets
of HK$9.2 million assigned from the Hong Kong Sports
Development Board(HKSDB) on 1 October 2004 at zero
consideration, and the recognition of unutilised sponsorship
funding of HK$4.3 million assigned from HKSDB for completed
projects. If special one-off incomes from the comparative financial
results are excluded, the increase in total income in 2005/06 will
be close to a twelve-month gross up equivalent to the total income

in previous financial period.
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Analysis of Income and Expenditure
BE-ESAEZA=t-ALERER

For the financial year ended 31+ March 2006

KA
Income
(B%EET)
(HKS million)

X il
Expenditure
(B%BET)
(HKS million)

Expenditure
Total expenditure of the HKSI was HK$159.8 million, of which HK$130.6 million
was for elite training programmes, HK$19.5 million was for commercial activities,

and HK$9.7 million was for administration, public affairs and other operating expenses.

As with total income, the 98% increase in total expenditure is due to the expenditures
for 2005/06 representing a full operational year, while the comparative financial

results reflect a six-month expenditure only.

BIFER

Government subvention $99.5 (56%)

BERTERNEDSESRRN

Contributions from HKICEAF $321 (19%)

ABRA

Commercial income 2287 (16%)

ERBEERASNENR
RS E BRI
ASDF and donations for specific purposes

$5.5 (3%)

EE}J ) (3%)
Sponsorship income

"
. At $2.4 (1%)
Others

. BREPSEIEE

0/
Elite training programme 1306 (82%)

EHED

Commercial activities $195 (12%)

. T8 > RREBRAMEEF
Administration, public affairs
and other operating expenses

$9.7 (6%)
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HONG KONG SPORTS INSTITUTE LIMITED
DIRECTORS' REPORT AND FINANCIAL STATEMENTS

FOR THE YEAR ENDED 315" MARCH 2006

REPORT OF THE DIRECTORS
The directors submit their report together with the audited financial statements for the year ended 31%
March 2006.

Principal activity

Hong Kong Sports Institute Limited (the “Sports Institute”) is an agent appointed by 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
The results of the Sports Institute for the year are set out in the statement of income and expenditure on
page 70 of the financial statements.

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.

Directors

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

Mr. HUI Chun-fui, Victor (Former Chairman)
(resigned on 25 April 2005)

Prof. CHAN Kai-ming, Cavor (Vice Chairman)
Mr. TAM Hok-lam, Tommy (Vice Chairman)
Mr. WOO Wai-man, Johnny

Mr. POON Tai-ping, Eddie

(resigned on 27 March 2006)

Mr. HU Shao-ming, Herman

Mr. FAN Kam-ping, John

Prof. FU Hoo-kin, Frank

Mr. TSIN Yan-pui

Mr. CHANG Ur-way, Lowell Godwin

Mrs. FUNG LAU Chiang-chu, Vivien

Ms. CHIU Yuen-chu, Lolly

(resigned on 5 December 2005)

Mr. SIU Yu-bun, Alan

Mrs. Agnes ALLCOCK

(appointed on 4™ May 2006)

Dr. CHANG Wai, Julian

Mr. LIAO Cheung-kong, Martin



Wt E

BRI E

REBLT

BERRE
(R=FTRF+-ARAZRE  —TT FRANAEHE)
HRREE

(R-FEAEZA-HLAZME  TTAFRA-TZARH)
BRAXL

(R=Z2TAFAA-T=AZH)

REERAFERAIE=TE REEENEHTEE
BME - ERE NWREEHERAERAE EXFHERE
ENRIARESE  THREAME -

WA

EFEFIREHROEASHA  BROEETEERL
B2 HVEBRERNERSH  LRTESER
gt

BERRFERNTEEREIALHE  REEZEBRBER
FEMARNRD HEF R -

HHAEH
BRRAERRRE L ENESREERITHARYH
ERBABENAD  UEAORTEFERNLMFE
BB b
AHMBRECHBRAKESHMEBMER - BER
XEBFMEBHACMREER  BEHAER  LHEER
B

EEEED

B “FTAELATAR

Mr. TANG Kwai-nang

Mr. TONG Ka-shing, Carlson

Ms. CHAN Yeuk-oi, Olivia

Mr. TSO Man-tai, Thomas

(appointed on 5% December 2005 and resigned on 4™ May 2006)
Mr. SIN Pak-wing, Daniel

(appointed on 27® March 2006 and resigned on 23" May 2006)
Ms. WONG Chin-kiu, Janet

(appointed on 23" May 2006)

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 acquire benefits by means of the acquisition of shares in, or debentures of, the
Sports Institute or any other body corporate.

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.

Auditors

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, 19™ July 2006
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AUDITORS' REPORT TO THE MEMBERS OF
HONG KONG SPORTS INSTITUTE LIMITED (the "Sports Institute™)
(incorporated in Hong Kong and limited by guarantee)

We have audited the financial statements on pages 69 to 83 which have been prepared in accordance
with accounting principles generally accepted in Hong Kong.

Respective responsibilities of directors and auditors

The Hong Kong Companies Ordinance requires the directors to prepare financial statements which give
a true and fair view. In preparing financial statements which give a true and fair view it is fundamental
that appropriate accounting policies are selected and applied consistently.

It is our responsibility to form an independent opinion, based on our audit, on those financial statements
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.

Basis of opinion

We conducted our audit in accordance with Hong Kong Standards on Auditing issued by the Hong
Kong Institute of Certified Public Accountants. An audit includes examination, on a test basis, of
evidence relevant to the amounts and disclosures in the financial statements. It also includes an assessment
of the significant estimates and judgements made by the directors in the preparation of the financial
statements, and of whether the accounting policies are appropriate to the circumstances of the Sports
Institute, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance as to
whether the financial statements are free from material misstatement. In forming our opinion we also
evaluated the overall adequacy of the presentation of information in the financial statements. We
believe that our audit provides a reasonable basis for our opinion.

Opinion

In our opinion the financial statements give a true and fair view of the state of affairs of the Sports
Institute as at 31 March 2006 and of its surplus and cash flows for the year then ended and have been
properly prepared in accordance with the Hong Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 19 July 2006
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HONG KONG SPORTS INSTITUTE LIMITED

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

iR BALANCE SHEET
ZA=T-BEE
iR Asat 31 March
Note 2006 2005

e g3 ASSETS
Fei s Non-current assets
W - REREN Property, plant and equipment 5 15,618 15,348
UL Current assets
BE Inventories 252 255
FEWEIE - Be RBIHE Receivables, deposits and prepayments 6 5,779 2,509
BehBEeEEY Cash and cash equivalents 7 50,631 69,136

56,662 71,900
3973 Total assets 72,280 87,248
e FUNDS
—MfE General reserve 8 26,277 14,891
fifig LIABILITIES
Fh i By 145 Non-current liabilities
Bt Deferred income 9 1,266 5,547
bk N ER Current liabilities
=N Creditors 4195 3,955
&R Accruals 10,225 7,198
EE Deferred income 9 7,498
EYRIZEEBEREE Sports courses tuition fees and membership subscriptions
K TENGTRIE received in advance 2,209 2,923
ERNEEESLRILEHEESM  Amount due to the Hong Kong Jockey Club Elite Athletes Fund
A ("HKICEAF") 10 20,610 52,734

44,737 66,810
B Total liabilities 46,003 72,357
mELRaR Total funds and liabilities 72,280 87,248

FREELT GBSIP

IR

Dr Eric Li Ka-cheung, GBS JP
Chairman

FIRE T3 E BAZMHATBEE 2 B

it

The notes on pages 73 to 83 are an integral part of these financial statements.

EEH P

Bl

Mr Tommy Tam Hok-lam, JP
Vice Chairman

8% FINANCE 69
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HONG KONG SPORTS INSTITUTE LIMITED

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

W e STATEMENT OF INCOME AND EXPENDITURE
izt HE-Z3/F ZERZETRCTAA
SATT-HEEE (RuB)E-EERF
ZR=1-HEH
Note Year ended Period from
31+ March 2006 29" October 2003
(date of incorporation)
to 31 March 2005
A Income
HABRELRER([FERBEZN  Gainon net assets assigned from the Hong Kong Sports Development Board 9216
FRERTROE ("HKSDB")
BERA Commercial income 11 26,702 14,933
BB Government subvention 97,300 45,930
BERAESCRIEHEESNEN Contributions from HKICEAF 10 32,112 15,378
BB EREESHNER Subventions from The Arts and Sport Development Fund (“*ASDF”) 9 5,530 1,217
AEREEREENIFER Government subvention for reprovisioning and redevelopment 9 2,184
BEIMA Sponsorship income 9 4,958 7,795
FEWA Interest income 863 59
HERA Sundry income 1,498 1,201
171,147 95,819
Xl Expenditure
BHEEEEILIHEER Elite training programme costs (130,550) (66,402)
EEZEER Commercial operational costs (19,486) (10,829)
BhEshEREH Reprovisioning and redevelopment costs (2,184)
HiZEEH Other operating costs (7,541) (3,697)
(159,761) (80,928)
SRRSO M B Surplus for the year/
A — Bl period and transferred to general reserve 12 11,386 14,891

TIRE 73 EQRAZMERANHHE 2 ZES

The notes on pages 73 to 83 are an integral part of these financial statements.




FHMEREAMR AT HONG KONG SPORTS INSTITUTE LIMITED

(BREFRIFERRSN » RBIISRE A (All amounts in Hong Kong dollar thousands unless otherwise stated)
FhFlm )

jigre 4 ES STATEMENT OF CHANGES IN FUNDS

—REE

General Reserve

BRE-FZ=4+H=1+NIH Balance at 29" October 2003 (date of incorporation)
O H) Wi

R IRERRE RN R Surplus for the period transferred from statement of income and expenditure 14,891

BRE-ZRFBHAEZA=1—H Balance at 31 March 2005 and 1% April 2005

RoZZRAEN—H g 14,891
R IR R E T AR B Surplus for the year transferred from statement of income and expenditure 11,386

BREZZZAEZH=1—H Balance at 31 March 2006
45 Bk 26,277

TIRE T3 EQRAZMEBANHHE 2 ZES

The notes on pages 73 to 83 are an integral part of these financial statements.
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FHMEREAMR AT HONG KONG SPORTS INSTITUTE LIMITED

(RASRIZERRSN - AR BIREL AR (All amounts in Hong Kong dollar thousands unless otherwise stated)
FRLHIR )

BeRmER CASH FLOW STATEMENT
' it BE-TTAE  CEESELACAA
ZA=t-ALEE (iR Z-5%0F
ZRA=1-HER
Note Year ended Period from
31 March 2006 29 October 2003
(date of incorporation)
to 31 March 2005
BEEH B 2R Cash flows from operating activities
BAREEESzEeFE Net cash used in operating activities 16(a) (14,141) (2,679)
BEWHH B Cash flows from investing activities
BENE  SEREV Purchases of property, plant and equipment 5 (5,288) (1,319)
HEWE  RERSEMAET0E Proceeds from disposal of property, plant and equipment 16(b) 61 5
FSHA Interest received 863 59
BB TSy B4 BE Net cash used in investing activities (4,364) (1,255)
BEEHZRATRR Cash flows from financing activities
mERPERNES RIS %@y  Cashand cash equivalents assigned from the HKSDB 73,070
BB EHENESFE Net cash generated from financing activities 73,070
RARBESHIMMRS)  Net (decrease)/
B increase in cash and cash equivalents (18,505) 69,136
BREEVRSHNNES R Cash and cash equivalents at beginning of the year/period
ResEY 69,136
BREAEL B ED 4B 4 K Cash and cash equivalents at end of the year/period
Bl 7 50,631 69,136

TIRE T3 ERAZME AN HHE 2 EES

The notes on pages 73 to 83 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)

Y5 3 B NOTES TO THE FINANCIAL STATEMENTS

1 General information

1 —RBeER
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Hong Kong Sports Institute Limited (the “Sports Institute”) is an agent appointed by the Government,
under a Management 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. The address of its registered office is 25 Yuen Wo Road, Sha Tin, New
Territories, Hong Kong, which is the principal place of operation of the Sports Institute under the
Tenancy Agreement with the Government.

The comparative financial results for the period from 29™ October 2003 (date of incorporation) to
31 March 2005 reflected the six-month operation of Sports Institute for the period from 1% October
2004 to 31 March 2005 as the Sports Institute did not engage in any activities prior to 1% October
2004.

In accordance with Article 6 of the Sports Institute’s Memorandum of Assaciation, 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 31 March 2006, the Sports Institute had 11 (2005: 11)
members.

The financial statements are presented in Hong Kong dollar thousands unless otherwise stated. The
financial statements have been approved for issue by the Board of Directors on 19™ July 2006.

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”), which collective term includes all applicable
individual HKFRS, Hong Kong Accounting Standards (“HKAS”) and Interpretations issued
by the Hong Kong Institute of Certified Public Accountants (“HKICPA”), accounting principles
generally accepted in Hong Kong and the requirements of the Hong Kong Companies Ordinance.
The financial statements have been prepared under the historical cost convention.

The adoption of new or revised HKFRS effective from 1 January 2005

8% FINANCE 73



_ :ﬁ,.ﬁ,m}

74

TN —EEAFRAATEAZERE 2/ R

HETBERBMEREL - Al - —2TRF2Y
HEFOREABEINEFTRETIAEH -

RAATHBZ 2 HIETRBMBEREREL - I
RELEERER

ZEFABRNREARE) - BEME -

-§:@ﬁ$W%ﬁﬂW%ﬁ%Z%ﬁﬁﬂﬁﬁﬁﬁ

BhumE  RERSVOLPBHNLTRE
m%ﬂméﬂ'%gﬁﬁﬁﬁwa$ﬁﬁﬁim
BhOREZ25 -

- BEGERE A RIIEEXRE 2 FE | HiE

RZERTEEATE - ERHEFIERZHE
3 REFHRBUBTERBR ZIEEER
JIREH -

SARIENE U R EREALREIREEW
BALZBARETEMEREALZEE -

FAEERIENE RREBIA  RERE
RESHIANE NRIGBTA : BRRHE)E
HEBYBAERABLZRE 8 KRR

ﬁ%m@%ﬁ RS

EEF%&ZW%SF
ATFEFROEREE  KEBRA

%%W°

Bl RIEA
EFTRARITEANRE - SESHRRRALF

£ BRI RERE
KM -

%m&mm:gzrﬁ A—ASUEA RN AR

RNEERMERARERZHER -

NEHER S BRELE

2.2 M
() MEEE RIIRER

BRzUMBREMIIARORAEREEME
ZEIBEERANBREE (L)) Rt
HEU - BTABRZIREB KSR -
HARB BRSBTS -

(b)) X5 R 8

WERFIRZTAEXAERNEER i
ERERHMmalEn it - RANEER
ZERMEENABNEFRERZEXRTERE
R P R IR E R - IR AR ©

2.

N

In 2006, the Sports Institute adopted the new or revised HKFRS, which are relevant to its
operations. The 2005 comparatives have been amended as required, in accordance with the
relevant requirements.

The adoption of the following relevant new or revised HKFRS did not result in substantial
changes to the Sports Institute’s accounting policies. In summary:

- HKAS 1 “Presentation of Financial Statements” has eliminated the provision allowing the

Sports Institute not to disclose comparative information for the reconciliation of movements
in property, plant and equipment, and has affected the presentation of certain disclosures.

- HKAS 21 “The Effects of Changes in Foreign Exchanges Rates” had no material effect on the

Sport Institute’s policies. Based on the guidance to the revised standard, the directors consider
Hong Kong dollars as its functional and presentation currencies.

- HKAS 24 “Related Party Disclosures” has affected the identification of related parties and

some other related party disclosures.

The adoption of HKASs 32 “Financial Instruments: Disclosure and Presentation” and 39
“Financial Instruments: Recognition and Measurement” has resulted in a change in the
accounting policy relating to the recognition, measurement, derecognition and disclosure of
financial assets and liabilities. However, the effects of adopting HKASs 32 and 39 are insignificant
as the fair value of the Sports Institute's financial assets and liabilities approximates to its
carrying value.

Early adoption of HKFRS/HKAS effective from 1% January 2006 or after

The Sports Institute has not early adopted certain new standards, amendments and interpretations
to existing standards that have been issued but are not yet effective. The directors are of the
view that the adoption of such standards, amendments and interpretations will not result in
substantial changes to the Sports Institute’s accounting policies.

Foreign currency translation

(a) Functional and presentation currency
Items 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.



2.3

2.4

25

2.6

2.7

Pk ~ B R BB

W% - REREV DIZRIERAHRITE R ES
Bk - RIERABHEREREZSHEABHAN
Xitie

THRERNERANE  BRBEZ AR
FHBERAZENSEERL -

- & 10%
- BE - EBREM 20%
- B 25%

NEEEAYZRREZ FBER T ERFHES
W UFHEEZRE -

AREMRRETRARAIIR R SRITE - N7
Tk ARTRESREREIZENDE  RER
S ZHER WA ERR T IANE -

T a2 WA

B RERAENRAEE RO FHFRE
PERAR FUFLBRAIAEZEEETRR -
ERBAEZRAERBANDEER A
ERERRERR - AEZT RO HEALTER
HEKRFAZEAEREEARSERE) « R
B - AEDRREKFZUEESR 2 RERE
(REELE) FANE -

CE3E

FEBREENM  MRAERETFEAR U
BERE) -KABRSERBEERA  AEER
HIRREE : BRFERAMGEFEEER
ZTERHIREWA -

HE R 5%

YIRS IR AT ETURR - ERUIRRAE
BRM B AR E Zﬂﬁﬁﬁﬁﬂﬁﬂﬁﬁfﬁi )
BRBREEYN  BRESELRBIIRTZ RATE
%@%%K % BIfE R MOR R E AR - B

RBERABREEZRAEEGIARNELRE

REGNEARzREMER 2 ZH - BESRE
WSz R T LARERR o

RERBESHD
BekReZEVERFERS  RITBHER
FREBAS=EAFUTHEMERSERD
HRE -

2.3 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.

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

- plant 10%
- furniture, fittings and equipment 20%
- motor vehicles 25%

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

Construction in progress is stated at cost and is not depreciated. Upon completion, construction
in progress is transferred to and follows the depreciation policy of the individual classes of property,
plant and equipment.

2.4 Impairment of non-financial assets

Assets that are subject to amortisation or depreciation 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).

2.5 Inventories

Inventories comprise finished goods 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.

2.6 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 Sports Institute 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 effective interest rate. The amount of the provision
is recognised in the statement of income and expenditure.

2.7 Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks and other
short-term highly liquid investments with original maturities of three months or less.
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2.8 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 contributes to a mandatory provident fund scheme (“MPF scheme™) in
Hong Kong. The assets of the MPF scheme are held in separate trustee-administered funds.
Both the Sports Institute and the employees are required to contribute 5% of the employees’
relevant income up to a maximum of HK$1,000 per employee per month. The Sports
Institute’s contributions to the MPF scheme are expensed as incurred.

2.9 Provisions

Provisions are recognised when the Sports Institute has a present legal or constructive obligation
where, as a result of past events; it is more likely than not 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.

2.10Basis of recognition of income

Subventions from the Government and contributions from the HKICEAF are recognised when
there is a reasonable assurance that the Sports Institute will comply with the conditions attaching
with them and that the subventions and the contributions will be received.

Subvention from the ASDF and donations from third parties, which are earmarked for specific
purposes, are initially recognised as deferred income. When there is reasonable assurance that
the Sports Institute will comply with the conditions attaching with them and that the subvention/
donations will be received, they 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.

Sponsorship income is recognised when the right to receive payment is established.

Income from catering is recognised when services are rendered to the customers.

Sports course tuition fee income is recognised when services are rendered to the course
participants. Membership fee income is recognised on a receipts basis. Fees relating to future
periods are classified as income received in advance in the balance sheet.

Operating lease rentals of the Sports Institute’s car parks are recognised on a straight-line basis.

Operating lease rentals of the sports and meeting facilities and sports residence are recognised as
facilities are utilised.
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Revenue from the sale of goods in the Sports Shop is recognised on the transfer of risks and
rewards of ownership, which generally coincides with the time when the goods are delivered
to customers and the title has passed.

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

Other commercial activities and sundry income are recognised on an accruals basis.

2.110perating leases
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 solely for distribution
During the year, funds were received from the Government in respect of sums granted for
sponsoring designated athletes through the Sports Aid Foundation Fund / Sports Aid for the
Disabled Fund and the Hong Kong Athletes Fund. The Sports Institute only acts as a vehicle
for the distribution of such funds to the athletes according to the criteria adopted by the
Elite Sports Committee. These transactions do not pass through the statement of income
and expenditure of the Sports Institute.

3 Financial risk management

The Sport Institute’s activities do not expose it to significant foreign exchange risk, credit risk and
liquidity risk. For interest-rate risk, except for the short term bank deposits as set out in note 7
below, the Sports Institute has no other significant interest-bearing assets and liabilities.
Accordingly, the Sports Institute’s income and operating cash flows are substantially independent
of changes in market interest rates.

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. However, there
are no 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.
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5 W - i %M Property, plant and equipment

8

®E REEERSM  EH KTIR st
Plant  Furniture, fittings ~ Motor ~ Construction Total
and equipment  vehicles  in progress
BE-FZNEZN=Z1—HIEMW  Period ended 31 March 2005
FREE RiEREk Assigned from the HKSDB 5.148 10396 131 1,044 16,719
AE Additions 1,027 20 1319
@}@ Transfer 1,044 (1]044) _
HE Disposals
- ﬁXK - Cost (93) (93)
- 2REME - Accumulated depreciation . 1 1
e Depreciation (309) @3 @) (2,609)
BRIREFE Closing net book amount 4,839 10113 104 292 15,348
R-RRAAEZN =N At 31% March 2005
AR Cost 5,148 2314 131 292 17,945
LRRITE Accumulated depreciation (309) (2,261) @7) (2597)
@E/ﬁfé@ Net book amount 4,839 10,113 104 292 15,348
BRE-ZZAEENZT—HI4EE  Year ended 31 March 2006
HIRES(E Opening net book amount 4,839 10113 104 292 15,348
AR Additions 515 163 5,268
Ez by Transfer 292 292) i
HE Disposals
Ridia - Cost (199) (199)
- ZIRHTE - Accumulated depreciation 197 i 197
weE Depreciation (618) (4.312) (86) (5.016)
HIRIREHE Closing net book amount 4221 11216 181 15,618
REZBAHEZAZ—H At 31 March 2006
A Cost 5,148 750 2% 23,034
ZBHE Accumulated depreciation ©27) ©6376)  (113) (7.416)
IREFE Net book amount 4221 11216 181 15,618

FEEMEDACARREDEEIABER BHELEEANEMLEER EARANALHHE-_TAL(CZZLF : _AM+N\ELTA
) TEBLTEL(CEZLF  ABLTED) RNELTEL (CEZLF  IEATHET) -

Depreciation expense of HK$4,772,000 (2005: HK$2,485,000) is included in elite training programmes costs, HK$147,000 (2005: HK$75,000) in commercial operational
costs, and HK$97,000 (2005: HK$49,000) in other operating costs.



6 MEWGKIE - 454 R FUF X Receivables, deposits and prepayments

2006 2005
JEMER I Receivables 3,563 908
Be Deposits 1182 754
BEHE Prepayments 1,034 847
5779 2,509

BEZZTAFR-ZTRFHHFE/REHTLE - BIGERERE 2 A FESEALIREE -
The fair values of receivables and deposits approximate to their carrying values for the financial year/period ended 2006 and 2005 respectively.

7 BERILEZMY Cash and cash equivalents

2006 2005
PTERERRES Cash at bank and in hand 16,276 29,128
RERITER Short-term bank deposits 34,355 40,008
BeRBESED Cash and cash equivalents 50,631 69,136
RBRIFRERNEZRAA 2B\ R(Z220F : BHZE%— 1) FXTHIHEAN+=A -
The effective interest rate on short-term bank deposits was 2.85% (2005: 0.17%), these deposits have an average maturity of 42 days.
8 —Ithl A 8 General reserve
—REBEEBESNARNLERY  WEIENEMAR General reserve is used to finance future operations. Any surpluses/deficits from the statement of
®IEBHeERT N EES B ERER - income and expenditure are transferred to/from this reserve.
9 JEREME Deferred income )
ik REERESR/ EBFUE

HERRAS EBRIBERCZELYEG BT
Arts and Sport  Deferred Income on Subvention Deferred Income Total
Development Fund ~ for reprovisioning/redevelopment  on Sponsorships

RERERER Assigned from the HKSDB 578 - 5866 6,444
Hez B Subvention received 4,896 - - 4896
WZ BB ZIE Sponsorships received - - 3,219 3,219
EEIRER/TKE Credited to statement of income and expenditure

BARZIERE TR upon utilisation/completion of specific projects (1,217) - (7,795)  (9,012)
RZZETRF=A=1+—H At31*March 2005 4,257 . 1290 5547
B FERE R Less: non-current portion (4,257) - (1,290)  (5,547)
mEEA Current portion - - - 8
“ETREMA-A At 1 April 2005 4,257 - 1290 5547
Yoz B Subvention received 7,493 3,462 - 10955
W e BN E Sponsorships received - 4,934 | 4934
EEIRERITKE Credited to statement of income and expenditure

RBARZIEE MR upon utilisation/completion of specific projects (5,530) (2,184) (4958)  (12,672)
RZZETARF=A=1+—H At31*March 2006 6,220 1,278 1266 8,764
B EREE Less: non-current portion - (1,266)  (1,266)

TEER Current portion 6,220 1,278 - 7498
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10 HEAH s 28 15 € R Sl B 2% 4 3% 5 Amount due to the HKICEAF

80

11

12

2006 2005
RZZEZTRFNWA—A At 1% April 2005 52,734 68,197
BRERORREFEESHRN Contributions from the HKICEAF (32,112) (15,378)
REBEFERREDELSINAFE Payments on behalf of the HKICEAF (12) (85)
RZZZRF=A=1—A At 31* March 2006 20,610 52,734

ERNEEEFERREDRESNFANG TERBEXRBEREEDE ZBNFA -

The amount due to the HKICEAF represents advances to the Sports Institute for supporting elite athletes in Hong Kong.

R BN Commercial income

BhUEBRARBERMENRA - RommT

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

HE-EE3E

ZR=t-RLFE

Year ended
31 March 2006

ZEFZFTAZTNA
(MIR)Z-%%1%
ZR=+-HHA
Period from

29" October 2003

(date of incorporation)
to 31 March 2005

BRIRBEXRR
EYRIZER

HERE REERiE

HEERABLEE
HEERRE

g
EPAmELEER
HEBRA

%

s

Catering sales

Sports course tuition fees

Revenue from rental of sports and meeting facilities
Revenue from rental of Sports House and car parks
Revenue from rental of sports residences

Revenue from membership subscriptions

Revenue from sales of goods in the Sports Shop
Revenue from other commercial activities

AEJE | B P 8% Surplus for the year/period

FRARSHRNARTINR MIFA

Surplus for the year/period is stated after charging the following:

5,966 3,393
11,609 5,570
4,263 2,502
1,277 984
895 1,051
1,683 928
836 408
173 97
26,702 14,933

HE-ZEE

ZA=T-HILER

Year ended
31 March 2006

k2 s
(WIR)Z-5ZTRF
ZA=T-REE
Period from

29 October 2003

(date of incorporation)
to 31 March 2005

ZHE
TEER

HENE  RBRFEV ZER

EEROES -
VN

-BTEE

RERMFEX (H15£13)

Auditors’ remuneration

Depreciation charge

Loss on disposal of property, plant and equipment
Operating lease rentals in respect of:-

- office premises

- staff quarters

Employee benefit expense (Note 13)

97
5,016

2,100
337
81,931

73
2,609
76

1,050
178
40,167




13 1@ B H AP Employee benefit expense

HEZBERE

ZA=T-RILER

Year ended
31 March 2006

ZEE=FHACTAR
(RIR)Z-2Z1F
=R=+-RB4@
Period from

29" Qctober 2003

(date of incorporation)
to 31 March 2005

e TBRRE
RIRGHEIR - HR B AR MR
Hmele

AXIEFR

Eft 8 THE7

BZEFHOMMT

Analysis of the top 3 tiers of annual salaries are as follows:

Salaries, wages and allowances

Pension costs — contributions to MPF scheme
Gratuities

Unutilised annual leave

Other staff benefits

73,346 35,757
2,468 1,071
4,406 2,082

20 373
1,691 884
81,931 40,167

& T A% No of employees

HE-ZT3/E

ZA=T-RILER

Year ended
31 March 2006

ZEESETACTAR
(RIR)ZE=Z51F
ZA=T-REE
Period from

29" Qctober 2003

(date of incorporation)
to 31 March 2005

$1,600,001 - $1,900,000
$1,300,001 - $1,600,000
$1,000,001 - $1,300,000

o

BRN-ZZ=F+A-TARRY EE-ZTWFETA-BIMMEE - LA TZ=F+tA-TAR@EIR) E-TTRF=A=1t—AZ

FHERRRHEENT —EAZES -

Though the Sports Institute was incorporated on 29™ October 2003, it was not in operation until 1 October 2004. The salary ranges indicated above for the period

29™ October 2003 (date of incorporation) to 31t March 2005 represented the twelve-month gross up equivalent.

14 HHHH

REER - EFTER R BREEREMERRSE SR
BEFMERAAEGHM BE-_STRF=A=1—H
FHR 5 -

15 PifsBi ki

REFBENE-A—T _EHmBEIDENTN
& BREFHREENENR -

14 Directors' emoluments

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. (Period ended 31t March 2005: Nil)

15 Income tax expense

The Sports Institute is exempted from Hong Kong profits tax by virtue of section 88 of the

Inland Revenue Ordinance, Chapter 112.
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16 Bl4-if w2 Wk Notes to cash flow statement

(a) BRE1E 2B & Cash used in operations

HE-IT/E

ZE=+-RIEE

Year ended
31 March 2006

ZEESETACTAR

(RIR)Z-F2R%
ZR=1-HER

Period from

29 October 2003

(date of incorporation)

to 31 March 2005

HR A Surplus for the period 11,386 14,891
I Adjustments for:
- ERERE RN R R R R 2 M - Gain on net assets assigned from the HKSDB = (9,216)
-FBIA - Interest income (863) (59)
SIE (HEEs) - Depreciation (Note 5) 5,016 2,609
e REREM Y (K)/ - (Gain)/loss on disposal of property, plant and equipment
548 (1 16(b) (Note 16(b)) (59) 76
BREAREE Changes in working capital:
SRy - Inventories 3 194
- EWEE e MTER IR - Receivables, deposits and prepayments (3,270) 3,525
-ERARESBR - Creditors and accruals 3,267 3,056
- EHRREEReENBNEE - Sports courses tuition fees and membership subscriptions
received in advance (714) (1,395)
SRS - Deferred income 3,217 (897)
- ENEABREeRIEHEESNIE - Amount due to the HKICEAF (32,124) (15,463)
BARBEZRS Cash used in operations (14,141) (2,679)
(b) BERERT  BENX  RELSMHAERERS
In the cash flow statement, proceeds from disposals of property, plant and equipment comprise: 2006 2005
IREDFE (PiizE 5) Net book amount (Note 5) 2 81
HEME « REREN 2 WE/(B18) Gain/(loss) on disposals of property, plant and equipment 59 (76)
WEME - [ERBMAEHE Proceeds from disposals of property, plant and equipment 61 5
17 BAA%¥E Capital commitments
2006 2005
EENEREE Contracted but not provided for 1,820 595
EREERELD Authorised but not contracted for 5,620 10,638
7,440 11,233
18 BRI L7&HE Commitments under operating leases
E-ZTRF=A=T-R BRERETTEROPLZEEMNMFTEARNNRERAHLWT -
At 31t March 2006, the Sports Institute had future aggregate minimum lease payments under non-cancellable
operating leases in respect of office premises as follows: 2006 2005
—FR Not later than one year 1,575 1,681




19 MEEHAESE / BEALREHYREERFRE

B RS
BRoREEAKEIE

H-_BARTN\ERTETE

o WEFENBERREEHES | BRALERE
PEERBEBEHEECEN  RUEDETED

8- LJBE}REEF#‘@?QE
FEFE D EEEBE
W HRRA

EBEEEMRAMER
HEBRH T ARRH

20 F AL 23 %) Related party transactions

B BREREMBOARENERIN -

19 Sports Aid Foundation Fund / Sports Aid for the Disabled Fund

and the Hong Kong Athletes Fund

During the year, the Sports Institute received funds of HK$2,586,000 from the Government
for sponsoring designated athletes through the Sports Aid Foundation Fund / Sports Aid for
the Disabled Fund and the Hong Kong Athletes Fund. All these funds have been distributed to
the athletes according to the criteria adopted by the Elite Sports Committee. These transactions
have not been passed through the statement of income and expenditure of the Sports Institute.

FENEAEEALMAEZRZZEIIMT :

Other than as disclosed elsewhere in the financial statements, during the year, the following transactions
were carried out with related parties:

HE-T3nE  ZERCETAC HLE
ZA=T-BIEE (XIR)E=5%H
ZR=1- Eﬁﬁ

Year ended Period from

31 March 2006 29" October 2003

(date of incorporation)
to 31 March 2005

‘*i\ TER2E
RRFHEIFY - HRHIMER
HimiE

AXBHEFR
Eft 8 THE7

21 MEFHE

NESHHR

BEATHER 2 M REE L RE20H (P RER
B -I-ﬁﬁfﬁ)uT_LZfﬁi’JHﬁ’L??/ﬁ-f— H =

HiEim - RIZERF L
BA_qqti A—HE
ZZNFE+ ALk

REENLH ﬁ@*fﬂﬂﬁ
EEREY %E%ﬁﬂ EE

Key management compensation

Salaries, wages and allowances

Pension costs - contributions to MPF scheme
Gratuities

Unutilised annual leave

Other staff benefits

21 Subsequent event

3,286 1,643
36 18
328 164
18 18

42 25
3,710 1,868

The Tenancy Agreement concerning the registered office and principal place of operation of
the Sports Institute at 25 Yuen Wo Road, Shatin between the Government and Sports Institute
will come to an end on 31 December 2006. The Sports Institute will be relocating to the

headquarters at the Wu Kwai Sha Youth Village under a reprovisioning arrangement with the
Government with effect from 1% January 2007 until December 2008.
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THE HONG KONG JOCKEY CLUB ELITE ATHLETES FUND
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 315" MARCH 2006

INDEPENDENT AUDITORS' REPORT TO THE TRUSTEE OF THE HONG
KONG JOCKEY CLUB ELITE ATHLETES FUND (the "Fund")

We have audited the financial statements of the Fund set out on pages 85 to 95 which comprise the
balance sheet as at 31 March 2006, 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 the true 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 controls 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 Scheme for Regulating and Managing the
Charity of the Fund 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 disclosure in
the financial statements. The procedures selected depend on the auditor’s judgment, 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 controls 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 controls. 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 Fund’s affairs as at
31 March 2006 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, 8 January 2007
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THE HONG KONG JOCKEY CLUB ELITE ATHLETES FUND

(BRERIFERSN - R BREGAAE T (All amounts in Hong Kong dollar thousands unless otherwise stated)
BAIF )
wEA ik BALANCE SHEET i Rp=t-Aed
Asat 31 March

Note 2006 2005
03 ASSETS
Fei s Non-current assets
BHRE Investment in securities 5 194,505
UL Current assets
WRATESABRRNEMEHEE Other financial assets at fair value through profit or loss 6 235,306
BRBEZRAER AR (B KR Amount due from Hong Kong Sports Institute Limited ("HKSIL") 7 20,610 52,734
FENWCGRIE R FE 50 1E Receivables and prepayments 8 1,550 1,082
RekBeSEY Cash and cash equivalents 10,559 20,574

268,025 74,390

3973 Total assets 268,025 268,895
e FUNDS
BEXES Capital fund 1 200,000 200,000
2 BH Accumulated surplus 66,647 68,678
g ok Total funds 266,647 268,678
fafi LIABILITIES
L B B £ A Current and total liabilities
BREAREER Creditors and accruals 9 1,378 217
g SRR T Total funds and liabilities 268,025 268,895
FREBLGBS P Dr Eric Li Ka-cheung, GBS JP

ERERERERARLE

FIRE 89 £ BAZ A RTHBHEZE

Chairman of HKSIL

Rt

The notes on pages 89 to 95 are an integral part of these financial statements.
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BTG BRI YO B4 THE HONG KONG JOCKEY CLUB ELITE ATHLETES FUND
(BEBBIERI - REBHREGABET LR ) (All amounts in Hong Kong dollar thousands unless otherwise stated)

WS g STATEMENT OF INCOME AND EXPENDITURE
HE-ZIAE “ZEMEHA-A
ZAZT-ALEE EZ5%RF
ZA=T-AEE
Year ended Period from
31 March 2006 1 October 2004
to 31 March 2005
A Income
FEMA Interest income 3,343 1,308
R BHA Dividend income 2,780 989
WATES ABRROEEREE Other financial assets at fair value through profit or loss
- ATERERRF - Realised fair value gains 5115
- ATHERER G - Unrealised fair value gains 20,096
HEEHRERT Gain on sale of investments in securities - 3,060
FEHEERERET Unrealised gains on investments in securities . 11,841
31,334 17,198
il Expenditure
REHRERE Portfolio management fees 72 373
RHE Transaction charges 95 88
ZEHE Auditors’ remuneration 21 12
REEB Custodian fees 120 60
TR R ES Administration and sundry expenses 241 158
ERBAFE Net exchange losses 4 56
1,253 747
BRAIFE RS R AR Surplus for the year/period before contributions 30,081 16,451
BT RkaTa Contributions to HKSIL (32,112) (15,378)
A BE 1B 90V Ol L)/ 2 (Deficit)/surplus for the year/period (2,031) 1073

TIRE 89 £ BAZMERAGHHE 2 REN

The notes on pages 89 to 95 are an integral part of these financial statements.
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TGN Yig) B4 THE HONG KONG JOCKEY CLUB ELITE ATHLETES FUND
(BEERIFERI - R BHREGABET LR ) (All amounts in Hong Kong dollar thousands unless otherwise stated)

gt LB STATEMENT OF CHANGES IN FUNDS
ErEs ZirEh @t
Capital fund Accumulated surplus Total
REZZZNETH—H 240 Balance at 1%t October 2004 200,000 67,605 267,605
WmEBARK Surplus for the period - 1,073 1,073
BREZRLEZA=ZT—HE Balance at 31 March and 1=t April 2005 200,000 68,678 268,678
W H—H &
FEREE Deficit for the year - (2,031) (2,031)
BEZZEAEZA=S—H248i%  Balance at 31% March 2006 200,000 66,647 266,647

FIRE 89 = 95 B2 it RAB B e 2 B
The notes on pages 89 to 95 are an integral part of these financial statements.
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RGN Y B4 THE HONG KONG JOCKEY CLUB ELITE ATHLETES FUND
(BRIERIFERI - RETBHRE BB T ILAIZIR © ) (All amounts in Hong Kong dollar thousands unless otherwise stated)

it HE-TTRE “2EMFTA-H

Ble&wak CASH FLOW STATEMENT A= I-RLEE P T
ZA=t+-BHH
Note Year ended Period from
31 March 2006 1 October 2004
to 31 March 2005
BEEH B SRR Cash flows from operating activities
AREEFHREFH Net cash used in operating activities 10 (548) (917)
BEWHH B Cash flows from investing activities
BANDTEFABRRMEMSRERE/  Purchases of other financial assets at fair value through profit or loss/
BHEE investments in securities (110,878) (13,844)
HENATEABGRMNEMSBEE/  Proceeds from sales of other financial assets at fair value through profit
EHFLEGRE or loss/investments in securities 95,288 26,092
FEWA Interest received 3,343 1,308
REWA Dividends received 2,780 989
REZDFMAIMGE HSFE Net cash (used in)/generated from investing activities (9,467) 14,545
B4 B BLA S (W) /B s Net (decrease)/increase in cash and cash equivalents (10,015) 13,628
REENIREHRE MRS SEWESR  Cashand cash equivalents at beginning of the year/period 20,574 6,946
RS R S VA B Cash and cash equivalents at end of the year/period
SMEB
FITREER Cash at banks 10,559 20,574

FIRE 89 EBRZMERIANFREZBEN

The notes on pages 89 to 95 are an integral part of these financial statements.
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TN EOR IR B) B84

(BERIEEERSN - AEBREARE T TALIIR )

THE HONG KONG JOCKEY CLUB ELITE ATHLETES FUND

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

95 i Bk NOTES TO THE FINANCIAL STATEMENTS

1 General information

1 —RaER
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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 a 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, Hong Kong Sports Institute Limited ("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 by the Trustee on 8t January 2007.

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 year/period 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”), which collective term includes all applicable individual HKFRS,
Hong Kong Accounting Standards (“HKAS”) and Interpretations issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”) and accounting principles generally accepted
in Hong Kong. The financial statements 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 Trustee to exercise the 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.
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The adoption of new or revised HKFRS effective from 1% January 2005

On 1% April 2005, the Fund adopted the new or revised HKFRS, which are relevant to its
operations. The prior period comparatives have been amended as required, in accordance with
the relevant requirements.

(i) The adoption of the following relevant new or revised HKFRS did not result in substantial
changes to the Fund’s accounting policies. In summary:
- HKAS 1 “Presentation of Financial Statements” has affected the presentation of certain
disclosures.
- HKAS 21 “The Effects of Changes in Foreign Exchanges Rates” had no material effect on
the Fund's policies. Based on the guidance to the revised standard, the Trustee considers
Hong Kong dollars as its functional and presentation currencies.

(ii) The adoption of HKASs 32 “Financial Instruments: Disclosures and Presentation”,
39 “Financial Instruments: Recognition and Measurement” and 39 (Amendment) “Transition
and Initial Recognition of Financial Assets and Financial Liabilities” has resulted in a change
in the accounting policy relating to the classification of financial assets at fair value through
profit or loss for recognition and measurement purpose, details of which are set out in Note
2.4 and 2.6 below.

HKAS 39 does not permit to recognise, derecognise and measure financial assets and liabilities
in accordance with this standard on a retrospective basis. The Fund applied the previous
Statement of Standard Accounting Practice (SSAP) 24 “Accounting for investments in
securities” to investments in securities for the prior period comparative information. The
adjustments required for the accounting differences between SSAP 24 and HKAS 39 are
determined and recognised at 1% April 2005.

All changes in the accounting policies have been made in accordance with the transitional
provisions in the respective standards, wherever applicable. All standards adopted by the Fund

require retrospective application other than the transitional provision as set out in (ii) above.

Early adoption of HKFRS/HKAS effective from 1% January 2006 or after

The Fund has not early adopted certain new standards, amendments and interpretations to
existing standards that have been issued but are not yet effective. The Trustee is of the view that
the adoption of such standards, amendments and interpretations will not result in substantial
changes to the Fund’s accounting policies.
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2.2 Foreign currency translation

(a) Functional and presentation currency
Items 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.

2.3 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).

2.4 Investments

From 1% October 2004 to 31* March 2005
Investment in securities

Investments represent equities and other securities held by an independent investment manager
appointed by the Trustee on behalf of the Fund. They are stated at fair value. At each balance sheet
date, the unrealised gains or losses arising from the changes in fair value of investments are recognised
in the statement of income and expenditure. Gains or losses on disposal of investments, representing
the difference between the net sales proceeds and the carrying amounts, are recognised in the
statement of income and expenditure as they arise.

From 1% April 2005 onwards
Other financial assets at fair value through profit or loss

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 management. Assets in this category are classified as current assets
if they are either held for trading or are expected to be realised within 12 months of the balance
sheet date.
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Purchases and sales of investments are recognised on trade-date - the date on which the Fund
commits to purchase or sell the asset. Financial assets carried at fair value through profit or loss are
initially recognised at fair value and transaction costs are expensed in the statement of income and
expenditure. Investments 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. Financial assets at fair value through profit or loss are subsequently
carried at fair value. Gains and losses arising from changes in the fair value of the financial assets
at fair value through profit or loss category are presented in the statement of income and expenditure

in the period in which they arise.

2.5 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 effective interest rate. The amount of the provision is recognised in the statement
of income and expenditure.

2.6 Basis of recognition of income

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

Dividend income is recognised when the right to receive payment is established.

3 Financial risk management

(a) Financial risk factors
The Fund’s activities do not expose it to significant foreign exchange risk, credit risk and
liquidity risk. According to the Fund’s investment policies, investments in foreign currencies
must be hedged back, subject to a maximum unhedged position of 30 percent. The Fund has
no significant interest-bearing assets and liabilities. Accordingly, the Fund's income and
operating cash flows are substantially independent of changes in market interest rates.

(b) 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 nominal value less estimated credit adjustments of creditors and accruals are assumed to
approximate 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 BREHE BB 4 Critical accounting estimates and judgements

AU BREFEA 2 (5 RAE - DiRATER kIt Estimates and judgements are continually evaluated and are based on historical experience and
Rz (BERERAMERREMEL 2 & B8 N other factors, including expectations of future events that are believed to be reasonable under the
R o circumstances.

ESEHEEREBNETRES - MEETHERE The Fund makes estimates and assumptions concerning the future. The resulting accounting estimates
& ROeRAHERERER - XEABHATE will, by definition, seldom equal the related actual results. However, there are no estimates or
WEMER BT RER - BTeFREARR - A& assumptions used on these financial statements that the Trustee expects will have a significant risk
BT —MHEEEERBRB IREEAFLERAE of causing a material adjustment to the carrying amounts of assets and liabilities within the next

financial year.

5 #HHBE Investment in securities

2005
EEA ITHREBERENTE Investments listed in Hong Kong, at market value

-RE - Equities 41,210
- Bf{E - Unit trusts 5,946
-EH - Bonds 13,948
61,104

EBEBUINEMHRERRA N ME Investments listed outside Hong Kong, at market value
-RE - Equities 54,227
- BIIEFE - Unit trusts 35,737
-EF - Bonds 43,437
133,401
194,505
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6 DA AR F I A R A Other financial assets at fair value through profit or loss

2006
LhEs—BE Listed securities - Hong Kong:
-REES - Equity securities 46,014
-EF - Debt securities 22,457
- BlUfEES - Unit trusts 16,152
84,623
EES — 8N Listed securities - Overseas:
-REES - Equity securities 61,178
-EFH - Debt securities 53,983
- BFiEES - Unit trusts 35,522
150,683
FHESFTE Market value of listed securities 235,306
NESRBEERAEESENT The carrying amounts of the above financial assets are classified as follows:
2006
BRI EAAANTEFAER Designated as fair value through profit or loss on initial recognition 235,306
7 BB HE BB A BLA W (M BE) Kk Amount due from Hong Kong Sports Institute Limited ("HKSIL")
2006 2005
FEIEREHY 2 RAGIEE S At the beginning of year/period 52,734 68,197
BTEhkaa Contributions to HKSIL (32,112) (15,378)
BRAESLI 2R Payments by HKSIL on behalf of the Fund (12) (85)
FF LR E AR RYGIALS At the end of year/period 20,610 52,734
RFBEER 2 R EHE - WERERKESAREE -
The amount due is unsecured, interest free and repayable on demand.
8 MEMcak I B A 3k % Receivables and prepayments
2006 2005
WA Receivables 1,490 1,022
BRFRE Prepayments 60 60
1,550 1,082

BE-ZTXAFA_ZTRF-A=T-RILFE/REER - BEFERENFRZ A TEERREERE

The fair value of receivables and prepayments approximate their carrying values for financial year/period ended 31 March 2006 and 2005 respectively.



o KA BKESTHE M Creditors and accruals

2006 2005
(EIN Creditors 1,357 205
BT & A Accruals 21 12
1,378 217

10 JHJAZ S BB 4481 Net cash used in operating activities

HE-EE/NF
ZR=t-HLEE

Year ended
31 March 2006

=R=+-RB4@
Period from

1* October 2004
to 31 March 2005

ERIREHN(BR)BR

HAE:

- MBBA

- BB

- URFEFAREROEBEREED
AFECERRAEREN

- HEEFRERN

- BHFRERETEMN

BREANE

- Bl R

- RYGROA R AN T

-BEREARESER

AREE R YRS FE

11 Pifssi il

REEEENE-B—T - E@GBHIDENT -

ESERYMEENGEH -

(Deficit)/surplus for the year/period

Adjustment for:

- Interest income

- Dividend income

- Realised and unrealised fair value gains on other financial assets at
fair value through profit or loss

- Gain on sale of investments in securities

- Unrealised gains on investments in securities

Changes in working capital:
- Amount due from HKSIL
- Receivables and prepayments

- Creditors and accruals

Net cash used in operating activities

11 Income tax expense

Ordinance, Chapter 112.

(2,031) 1,073
(3,343) (1,308)
(2,780) (989)
(25,211) -
- (3,060)

- (11,841)

32,124 15,463
(468) 466
1,161 (721)
(548) (917)

The Fund is exempt from Hong Kong profits tax by virtue of Section 88 of the Inland Revenue
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