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Auditors’ report to the Hong Kong Tourism Board

(“the Board”)

(Established under the Hong Kong Tourist Association Ordinance and
reconstituted under the Hong Kong Tourist Association (Amendment)
Ordinance 2001 and the Hong Kong Tourism Board Ordinance)

We have audited the financial statements on pages 121 to 141 which
have been prepared in accordance with accounting principles generally
accepted in Hong Kong.

Respective responsibilities of the members of the Board and
auditors

The members of the Board are responsible for the preparation of 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,
that judgements and estimates are made which are prudent and
reasonable and that the reasons for any significant departure from
applicable accounting standards are stated.

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, 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
members of the Board in the preparation of the financial statements, and
of whether the accounting policies are appropriate to the Board’s
circumstances, 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 the Board’s affairs as at 31 March 2006 and of its surplus and
cash flows for the year then ended.

KPMG
Certified Public Accountants

Hong Kong, 20 September 2006
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Income Statement | B &
for the year ended 31 March 2006 (Expressed in Hong Kong dollars) &, 2006 % 3 A 31 A1-4FE (W E#FIR)

Note
MIE 2006 2005

General Fund —RESL
Principal source of income FERARIR
Government subvention BFER) 3 682,779,924 632,517,755
Other revenue Hiblgr A
Interest income FLEWA 8,054,630 2,718,770
Realisation of deferred income FEEW A TER

— office premises —NE 11 10,000,000 10,000,000
Sponsorships =12 7,659,200 9,345,546
Promotion and advertising income SERESKA 6,890,031 6,218,604
Sundry income FIEUA 9,639,953 8,871,307

42,243,814 37,154,227

Other net income H s B 58
Gain on disposal of fixed assets & e B E W e 242,268 151,296
Total income U A 725,266,006 669,823,278
Promotional, advertising and 5 EERTZH

literature expenses 366,921,598 354,033,507
Research and development i3 MBS R 35,864,282 28,924,891
Local services and events A AR TS R KA EED 125,015,332 119,333,304
Staff costs B IR 5 149,453,261 149,320,409
Rent, rates and management fees e ZMRERE 12,217,191 12,343,722
Depreciation e 7 13,158,725 15,522,550
Auditors’ remuneration 1% ERED BN & 341,180 312,530
Other operating expenses HEmgLER 21,364,466 22,346,993
Total expenditure B 724,336,035 702,137,906
Net surplus/(deficit) from general fund —RELFAR S (BE) 929,971 (32,314,628)
Tourism Development Fund REXREES
Realisation of deferred income RIEW A B FER 11 - 2,380,694
Operating expenditure LETH - 1,982,954
Net surplus from Tourism IREERES TR

Development Fund - 397,740
Total net surplus/(deficit) for the year RNEEFRE (FHE) 858 3 929,971 (31,916,888)

The notes on pages 125 to 141 form part of these financial statements.
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BEERER

Balance sheet

at 31 March 2006 (Expressed in Hong Kong dollars) 72006 €3 A 31 H (L ERSIIR)

Note
BtEE 2006 2005

Non-current assets FEREBEE
Fixed assets EE&E 7 133,933,661 143,895,788
Defined benefit plan asset AREMNRFTEEE 12(a) 24,509,000 25,009,000

158,442,661 168,904,788
Current assets wEEE
Debtors, deposits and payments in advance FEURBRRR « &€ M TE 708 8 19,746,265 20,666,844
Deposits with banks and financial institutions  $877 & 81 ¥ # @17 3¢ 9 251,021,909 246,189,813
Cash at banks and in hand RITFERNMRE 9 20,629,629 18,370,922

291,397,803 285,227,579
Current liabilities oty e e
Receipts in advance Sl G R 14,081,343 14,161,203
Accounts payable and accruals ERERR KR IESTE A 10 139,944,375 135,792,598
Bank overdrafts RITEX 1,239,453 533,244

155,265,171 150,487,045
Net current assets RBEERE 136,132,632 134,740,534
Non-current liabilities ¥pmEE
Deferred income EIEYA 11 131,666,667 141,666,667
Total non-current liabilities FRBEBEEE 131,666,667 141,666,667
NET ASSETS EERE 162,908,626 161,978,655
Represented by: K& :
RESERVE 1]
General Fund —-RES 162,908,626 161,978,655

Approved and authorised for issue on 20 September 2006

EFRREZRRBEBEREFEN2006F9A20H %
JfE o SWRFAT S

Clara Chong FEE
Executive Director AaerE

The Hon Mrs Selina Chow GBS, OBE, JP BARREEE
Chairman of the Board TE

The notes on pages 125 to 141 form part of these financial statements. F125EF 1N BERM B A B WMERA—HH ©
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Statement of Changes in Reserve | ffE& &R

for the year ended 31 March 2006 (Expressed in Hong Kong dollars) &, 2006 % 3 A 31 A1-4FE (W E#FIR)

2006 2005
Accumulated surplus at the REV 2 BEREEH
beginning of the year 161,978,655 193,895,543
Surplus/(deficit) for the year NEE R (Bi8) 929,971 (31,916,888)
Accumulated surplus at the end RERZ RERH
of the year 162,908,626 161,978,655

The notes on pages 125 to 141 form part of these financial statements.

F125EF 1N ENMEB AT B mEAN —3D o
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Cash Flow Statement | B&RER

for the year ended 31 March 2006 (Expressed in Hong Kong dollars) &, 2006 % 3 A 31 A& (W E#FIR)

Note
iF=d 2006 2005

Operating activities REER
Surplus/(deficit) for the year REEREH (EBE) 929,971 (31,916,888)
Adjustments for: R
— Interest income —FMBKA (8,054,630) (2,718,770)
— Depreciation —inE 13,158,725 15,522,550
- Gain on sale of fixed assets —HEBEEEE 2 K= (242,268) (151,296)
Operating surplus/(deficit) before EELSSBBA 2 KE

changes in working capital B (BR) 5,791,798 (19,264,404)
Decrease/(increase) in defined benefit ATEF=FTEIEEL

plan asset wd, (3En) 500,000 (846,000)
Decrease in debtors, deposits and RS - ZE R

payments in advance FERFIE B 1,301,929 3,269,241
Increase/(decrease) in receipts in advance,  TEUWEIA - FENERERR

accounts payable and accruals FEFTERZEMm, (ORL) 4,071,917 (41,053,641)
Decrease in deferred income WA 2R (10,000,000) (12,380,694)
Net cash generated from/(used in) REFBME (FTH)

operating activities RE&FE 1,665,644 (70,275,498)
Investing activities REED
Interest received EUHE 7,673,280 2,575,061
Purchase of fixed assets BABEEERNK (3,196,598) (4,991,248)
Proceeds from sale of fixed assets HEREEEEMSHIE 242,268 151,296
Net cash generated from/(used in) REEBRE (FTA)

investing activities BB 4,718,950 (2,264,891)
Net increase/(decrease) in cash and ReRASEEY

cash equivalents #im GRd) B8 6,384,594 (72,540,389)
Cash and cash equivalents at RENZRERRSEEY

beginning of year 9 264,027,491 336,567,880
Cash and cash equivalents at RERZRERRESEEY

end of year 9 270,412,085 264,027,491

The notes on pages 125 to 141 form part of these financial statements.

F125EF 1N ENMEB AT B mEAN —3D o



Notes on the Financial Statements

Status of the Board

The Hong Kong Tourism Board (the “Board”) is a subvented body
corporate established in 1957 under the Hong Kong Tourist
Association Ordinance and reconstituted under the Hong Kong
Tourist Association (Amendment) Ordinance 2001 and the Hong
Kong Tourism Board Ordinance. Its registered office and principal
place of operation is 11th Floor, Citicorp Centre, 18 Whitfield Road,
North Point, Hong Kong.

The principal activities of the Board are to market and promote Hong
Kong as a world-class tourist destination.

Significant accounting policies

(@) Statement of compliance
These financial statements have been prepared in accordance
with applicable Hong Kong Financial Reporting Standards
(“HKFRSs”), which collective term includes the applicable
individual Hong Kong Financial Reporting Standards, Hong
Kong Accounting Standards (“HKASs”) and Interpretations
issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”), and accounting principles generally
accepted in Hong Kong. A summary of the significant
accounting policies adopted by the Board is set out below.

The HKICPA has issued a number of new and revised HKFRSs
that are effective or available for early adoption for accounting
periods beginning on or after 1 January 2005. The adoption of
these new and revised HKFRSs did not result in significant
changes to the Board’s accounting policies applied in these
financial statements for the years presented.

The Board has not applied any new standard or interpretation
that is not yet effective for the current accounting period (see
note 15).

BA SR AR Y

(Expressed in Hong Kong dollars) (LA & #517R )
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BERREERR (KRB BB & BEABIRER
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Notes on the Financial Statements

(Expressed in Hong Kong dollars) (LA #517R )

2 Significant accounting policies (continued)

(b)

(©

(d)

Basis of preparation of the financial statements
The measurement basis used in the preparation of the financial
statements is the historical cost basis.

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

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

Films, publicity and advertising materials

Films, publicity and advertising materials are charged to the
income statement on purchase, and no account is taken of
stocks on hand at the balance sheet date.

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

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

2
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Notes on the Financial Statements

2 Significant accounting policies (continued)

)

(f)

(@)

(h)

Depreciation

Depreciation is calculated to write off the cost of fixed assets
on a straight-line basis over their estimated useful lives as
follows:

Leasehold properties 25 years
Leasehold improvements 10 years
Motor vehicles 4 years

Furniture, fixtures and equipment Additions are fully
depreciated in the

year of acquisition

The useful life of an asset is reviewed annually.

Debtors

Debtors are initially recognised at fair value and thereafter stated
at amortised cost less impairment losses for bad and doubtful
debts, except where the effect of discounting would be
immaterial. In such cases, the debtors are stated at cost less
impairment losses for bad and doubtful debts.

Impairment losses for bad and doubtful debts are measured
as the difference between the carrying amount of the financial
asset and the estimated future cash flows, discounted where
the effect of discounting is material.

Accounts payable and accruals

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

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and in hand,
demand deposits with banks and other financial institutions,
and short-term, highly liquid investments which are readily
convertible into known amounts of cash and which are subject
to an insignificant risk of changes in value, having been within
three months of maturity at acquisition. Bank overdrafts that
are repayable on demand and form an integral part of the
Board’s cash management are also included as a component
of cash and cash equivalents for the purpose of the cash flow
statement.

2

BA SR AR Y

(Expressed in Hong Kong dollars) (LA & #517R )
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Notes on the Financial Statements

(Expressed in Hong Kong dollars) (LA #517R )

2 Significant accounting policies (continued)

U]

0)

Provisions and contingent liabilities

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

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

Revenue recognition

Provided it is probable that the economic benefits will flow to
the Board and the revenue and costs, if applicable, can be
measured reliably, revenue is recognised in the income
statement as follows:

()  Government subvention made to finance the general
recurrent activities of the Board is recognised as revenue
in the income statement of the year in respect of which it
becomes receivable.

(i)  Government subvention made to finance the non-
recurrent activities of the Board is recognised as revenue
to the extent of the related expenditure incurred during
the year, with the unutilised balance included in receipts
in advance.

(i)  Government subvention made for the purchase of office
premises of the Board is included in the balance sheet as
deferred income and is credited to the income statement
by instalments over the expected useful life of the related
asset on a basis consistent with the depreciation policy
(note 2(e)).
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Notes on the Financial Statements

2 Significant accounting policies (continued)

0]

K)

U]

Revenue recognition (continued)

V)

(i)

Government subvention made for the Tourism
Development Fund for feasibility studies on tourism
development projects is included in the balance sheet as
deferred income and is credited to the income statement
when the related expenditure has been spent on specific
projects.

Subscription fees are recognised on a time-apportioned
basis.

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

Sponsorship income received for non-subvented events
is recognised in the income statement upon the
completion date of the respective events.

Promotion and advertising income received are accounted
for on the accruals basis.

Translation of foreign currencies

Foreign currency transactions during the year are translated
into Hong Kong dollars at the foreign exchange rates ruling at
the transaction dates. Monetary assets and liabilities

denominated in foreign currencies and non-monetary assets
and liabilities denominated in foreign currencies that are stated
at fair value are translated into Hong Kong dollars at the foreign

exchange rates ruling at the balance sheet date. Exchange
gains and losses are recognised in the income statement.

Leased assets

(i)

Classification of assets leased to the Board

Leases which do not transfer substantially all the risks
and rewards of ownership to the Board are classified as
operating leases, except where land held for own use
under operating leases, the fair value of which cannot be
measured separately from the fair value of a building
situated thereon at the inception of the lease. In such
cases, it is accounted for as being held under a finance
lease, unless the building is also clearly held under an
operating lease. For these purposes, the inception of the
lease is the time that the lease was first entered into by
the Board, or taken over from the previous lessee, or at
the date of construction of those buildings, if later.

2 FEEHBER
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BA SR AR Y

(Expressed in Hong Kong dollars) (LA & #517R )
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Notes on the Financial Statements

(Expressed in Hong Kong dollars) (LA #517R )

2 Significant accounting policies (continued)
() Leased assets (continued)

(i)

Operating lease charges

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

(m) Employee benefits

)

(i)

)

Salaries, annual leave, and the cost of non-monetary
benefits are accrued in the year in which the associated
services are rendered by employees of the Board.

The Board operates a defined benefit and a defined
contribution staff retirement scheme for the Hong Kong
office, a defined benefit staff retirement scheme for the
Japan office, and defined contribution staff retirement
schemes for other offices. Contributions made under the
schemes applicable to each year are charged to the
income statement for the year. Contributions for the
defined benefit scheme of the Hong Kong office are made
in accordance with the recommendations made by the
actuary whilst the costs of the defined benefit scheme of
the Japan office are determined in accordance with the
scheme rules. Assets of the schemes, other than the
scheme of the Japan office, are held separately from those
of the Board.

Contributions to Mandatory Provident Fund, as required
under the Hong Kong Mandatory Provident Fund
Schemes Ordinance, are recognised as an expense in
the income statement as incurred.
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Notes on the Financial Statements

2 Significant accounting policies (continued)
(m) Employee benefits (continued)

(iv)

The Board’s net obligation in respect of defined benefit
retirement plans is calculated by estimating the amount
of future benefit that employees have earned in return for
their service in the current and prior periods; that benefit
is discounted to determine the present value, and the fair
value of any plan assets is deducted. The discount rate is
the yield at the balance sheet date on high-quality
corporate bonds that have maturity dates approximating
to the terms of the Board’s obligations. The calculation is
performed by a qualified actuary using the projected unit
credit method.

When the benefits of a plan are improved, the portion of
the increased benefit relating to past service by employees
is recognised as an expense in the income statement on
a straight-line basis over the average period until the
benefits become vested. If the benefits vest immediately,
the expense is recognised immediately in the income
statement.

In calculating the Board’s obligation in respect of a plan,
if any cumulative unrecognised actuarial gain or loss
exceeds 10 percent of the greater of the present value of
the defined benefit obligation and the fair value of plan
assets, that portion is recognised in the income statement
over the expected average remaining working lives of the
employees participating in the plan. Otherwise, the
actuarial gain or loss is not recognised.

Where the calculation of the Board’s net obligation results
in a negative amount, the asset recognised is limited to
the net total of any cumulative unrecognised net actuarial
losses and past service costs and the present value of
any future refunds from the plan or reductions in future
contributions to the plan.

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

BA SR AR Y

(Expressed in Hong Kong dollars) (LA & #517R )
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(Expressed in Hong Kong dollars) (LA #517R )

FEW AR

T RWARR ST B FRITHEBFRAFEE
RTHEDRE  BARNFEVRIAE M
AP BEMRIENFEREMETE - FAERR

3 Principal source of income 3
The principal source of income is the subvention from the
Government of the Hong Kong Special Administrative Region for
the year which is determined with regard to the needs of the Board

as presented in its annual budget and proposed programme of WAZEBEEAITT -
activities. The amount of the subvention recognised as revenue
during the year is analysed as follows:
2006 2005
Recurrent e 465,159,000 474,112,000
Non-recurrent LM
— Discover Hong Kong Year/Family —RBREBBIREF,
and Business REMBBIRE
Booster Campaign/Quality Tourism 3835 H#EE TSI,
Services scheme BERER 2 203,060,477 10,000,000
— Tourism Revival Campaign — BRI RE RS - 95,400,000
— Others —HAth 14,560,447 53,005,755
217,620,924 158,405,755
682,779,924 632,517,755

Total net surplus/(deficit) for the years ended 31 March 2006 and
2005 reflects the timing of the recognition of the Government
subvention income and the corresponding expenses.

#HZ200643 A31 A K& 200543 A31
RIEFEZFRE (BR) &%
RBR BT & By e A BLAR BE 52t e

EZJ\B—ir Ml o

4 Income tax
No provision for Hong Kong Profits Tax has been made in the financial
statements as the Board has been granted exemption from all Hong

4 P8R
BB EED EeTE - SREEBEBHA
SBXFEEABIE - MO BME L mIBR(E
AEEFISBEE -

Kong taxes by the Inland Revenue Department under Section 87 of
the Inland Revenue Ordinance.
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Staff costs 5 BRIR®E
2006 2005
Contributions to defined contribution — FLE FURAKET IR

retirement plan 4,084,093 4,442,488
Expenses recognised in respect of PATEFRRIRETE

defined benefit retirement plan R (3 12()ii)

(note 12(a)(ii) 1,180,000 1,520,000
Retirement costs RIRAK A 5,264,093 5,962,488
Salaries and other benefits e REAMER 144,189,168 143,357,921

149,453,261 149,320,409
Senior executives’ pay and allowances 6 ERITHASBSRR

The senior executives of the Board include the Executive Director,
Deputy Executive Director and four General Managers, and their

ARHEEITBRARBRRERSE  BIRBER
MARERE - MAEAFEREER I HER

total pay and allowances during the year were as follows: EARERRINT ¢
2006
Executive Other senior
Director executives Total
Hhm&
oL TBRAER wEm
Basic salaries HEAHS 3,336,000 8,750,000 12,086,000
Discretionary performance pay BB 12 2% 3R 22 B A A 589,000 1,288,000 1,877,000
Retirement benefit expenses, contract  EREHFIS - 4mENE &
gratuities and other allowances E fth)2 R4 643,000 1,026,000 1,669,000
4,568,000 11,064,000 15,632,000
2005
Executive Other senior
Director executives Total
Hiv =4k
mors TERAER 4R
Basic salaries HAH 3,336,000 9,242,000 12,578,000
Discretionary performance pay BB TR 3R 2R B hR A0 5 B 125,000 1,537,000 1,662,000
Retirement benefit expenses, contract  BREHIFISZ « £mBlE &
gratuities and other allowances Hfth)=2 R4 647,000 1,256,000 1,903,000
4,108,000 12,035,000 16,143,000

e
B RS ER R M E

(Expressed in Hong Kong dollars) (LA & #517R )
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(Expressed in Hong Kong dollars) (LA #517R )

ERITHA S & KRR )
XA TEMEREITRABNFH T RRBREA
B AERT

6 Senior executives’ pay and allowances (continued) 6
The salaries and discretionary performance pay for all senior
executives of the Board fell within the following ranges:

134

2006 2005

No. of senior No. of senior

executives executives

EARITH AT

ABAE ABAE

$0 to $500,000 $0 = $500,000 0 0
$500,001 to $1,000,000 $500,001 £ $1,000,000 0 0
$1,000,001 to $1,500,000 $1,000,001 £ $1,500,000 0 1
$1,500,001 to $2,000,000 $1,500,001 £ $2,000,000 3 3
$2,000,001 to $2,500,000 $2,000,001 £ $2,500,000 1 2
$2,500,001 to $3,000,000 $2,500,001 Z $3,000,000 1 0
$3,000,001 to $3,500,000 $3,000,001 £ $3,500,000 0 1
$3,500,001 to $4,000,000 $3,500,001 £ $4,000,000 1 0
6 7

During the year, the Chairman and members of the Board did not
receive any remuneration for their services rendered to the Board
(2005: Nil).

The remuneration and terms and conditions of employment of the
senior executives are determined and approved by the Staff and
Finance Committee, which includes non-executive Board members
and an officer of the Tourism Commission, and approved by the
Board for the Executive Director. In accordance with the Hong Kong
Tourism Board Ordinance, the appointment and terms and conditions
of employment of the Executive Director and the Deputy Executive
Director are subject to the approval of the Chief Executive.

The senior executives receive a basic salary and a performance-
based variable pay element and their performance is referenced
against a set of objectives set out in the annual business plan. The
performance of the Executive Director is reviewed and approved by
the Remuneration Committee comprising the Chairman of the Board
and the Staff and Finance Committee.

The amount of discretionary performance pay for the Executive
Director disclosed above represents the variable pay amount paid
during the year in respect of the year ended 31 March 2005.

AEERN  AREFEREKXEIRERALR
AR M BRI (2005%F : &) -

BARITA B 2 50 e 58 R SR A ek el 81 75
LimtlZE@REREL  REQ@BEANBIE
HITKBEMRBEEHE—EE & MAREZ
RSB RIAR AR EEL - REE
BIREERBED - BBRFERARRFTZRE
KBS R GG R TR R B HEAE

BARITRA B XIEAF & M BRI AND A F
BHEH - PN THERREDRMELEEE
FTEZIM — I B 1R - BBFNTERRAH
MR B e EME  REEHARER M
B R AmHIZ 8 gKBAEK -

X B FABREORBIRRIBERN
FNesE - KRB E2005F3 8318 ILEFEER
SAFHF BN o



Notes on the Financial Statements

Senior executives’ pay and allowances (continued)

The remuneration for other senior executives for the year ended 31
March 2006 represents compensation for the Deputy Executive
Director and four General Managers (2005: five General Managers)

during the year.

(Expressed in Hong Kong dollars) (LA & #517R )

6 WRITHASEMSRER @
B E2006F3A31 HILFEMNEMSRITHA
BOHB - KKRBIERHERIEALE (2005
FRBERE) ZME -

Fixed assets 7 BEEEE
Furniture,
fixtures
Leasehold Leasehold Motor and
properties improvements vehicles  equipment Total
HE BE
HENE £iE "E REREE k]
Cost: B
At 1 April 2004 R2004F4 818 252,855,009 7,046,822 2,082,613 50,461,789 312,446,233
Additions 2E - - - 4,991,248 4,991,248
Disposals HE - - - (7,508,535)  (7,508,535)
At 31 March 2005 R 20054 3 A 31 H 252,855,009 7,046,822 2,082,613 47,944,502 309,928,946
Accumulated depreciation: ~ BHFE :
At 1 April 2004 2004 F4 A1 H 99,456,304 6,929,372 1,171,678 50,461,789 158,019,143
Charge for the year AEENE 10,114,200 117,450 299,652 4,991,248 15,522,550
Written back on disposals HERER - - - (7,508,535)  (7,508,535)
At 31 March 2005 R 200593 A31H 109,570,504 7,046,822 1,471,330 47,944,502 166,033,158
Net book value: IR RE -
At 31 March 2005 20053 A31 B 143,284,505 - 611,283 - 143,895,788
Cost: B
At 1 April 2005 R2005F4A1H 252,855,009 7,046,822 2,082,613 47,944,502 309,928,946
Additions ®E - - 407,789 2,788,809 3,196,598
Disposals HE - - (536,852)  (1,406,715)  (1,943,567)
At 31 March 2006 2006 F 3 A 31 H 252,855,009 7,046,822 1,953,550 49,326,596 311,181,977
Accumulated depreciation:  BHFE :
At 1 April 2005 20055 4 A1H 109,570,504 7,046,822 1,471,330 47,944,502 166,033,158
Charge for the year AEENE 10,114,199 = 255,717 2,788,809 13,158,725
Disposals HE = - (536,852)  (1,406,715)  (1,943,567)
At 31 March 2006 R 2006 3 A 31 H 119,684,703 7,046,822 1,190,195 49,326,596 177,248,316
Net book value: IR RE -
At 31 March 2006 2006 F 3 A 31 H 133,170,306 - 763,355 - 133,933,661

Leasehold properties are all held on long leases in Hong Kong.

FERNEZMEMEHBRBBEQ -

e
B RS ER R M E
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BUIER - HERAMTRIEA
M2006F3A31H * FEFHE BB —FEAIRE
BIFENRER RN © 12& RIBNFIEEREA1,521,393
7T (20054F : 4,909,6087T) ©

8 Debtors, deposits and payments in advance 8
The gross amount of debtors, deposits and payments in advance
at 31 March 2006 that is expected to be recovered after more than
one year is $1,521,393 (2005: $4,909,608).

FEUERER « 1=2& RIENFIEHR BE TR BL
following amounts denominated in currencies other than the Board’s BEEMINAE A E M A BN v BEE ¢

Included in debtors, deposits and payments in advance are the
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functional currency:

2006 2005
Australian Dollars JRIT AUD315,305 AUD56,211
Euros BT EURS368,424 EUR527,491
Japanese Yen Ht JPY77,578,419 |JPY78,062,011
Renminbi AR RMB1,050,609 RMB578,462
Sterling EE GBP64,817 GBP30,096
Taiwan Dollars a TWD896,486 | TWD5,431,373
United States Dollars ETT USD105,930 UsSD85,048
9 Cash and cash equivalents 9 HRERBAEEERD
2006 2005
Deposits with banks and SRIT R B A AT 3K
financial institutions 251,021,909 246,189,813
Cash at banks and in hand RITFER MRS 20,629,629 18,370,922
271,651,538 264,560,735
Bank overdrafts RITEX (1,239,453) (533,244)
Cash and cash equivalents in BERERPZHER
the cash flow statement REEEY 270,412,085 264,027,491

Included in cash and cash equivalents are the following amounts

ReRRSEEYTEETIAREEES

denominated in currencies other than the Board’s functional currency: AEME’E BN 2 85 -

2006 2005
Australian Dollars SRIT AUD225,145 AUD573,378
Canadian Dollars it CAD146,235 CADA459,346
Euros BX T EURG658,360 EUR759,820
Japanese Yen Hit JPY120,790,489 | JPY100,324,687
Renminbi AR RMB1,337,361 | RMB442,095
Singapore Dollars o SGD731,460 SGD895,705
Sterling £S5 GBP275,296 | GBP1,143,712
United States Dollars e USD856,002 | USD1,086,346




Notes on the Financial Statements | B1 #& R & [izE

(Expressed in Hong Kong dollars) (LA & #517R )

10 Accounts payable and accruals

10 FEFHIER R EERA

2006 2005
Accounts payable FERTBRFR 121,230,129 116,026,048
Other payables and sundry creditors £t 1~ FRI8 K FE 1~ T8 18,714,246 19,766,550

139,944,375 135,792,598

Included in accounts payable and accruals are the following amounts

denominated in currencies other than the Board’s functional currency:

FENBRR N BT B AT BRI TR REER
SNAE M EH R ERL 2 BER

2006 2005
Australian Dollars YBIT AUD313,904 AUD330,070
Euros BRTT EUR261,723 EUR335,562
Japanese Yen Hit JPY127,630,786 | JPY96,495,526
Renminbi ARHE RMB4,968,019 | RMB2,545,338
Singapore Dollars T IT SGD767,743 SGD684,296
Sterling HgE GBP158,255 GBP225,035
United States Dollars ETT USD440,003 UsSD542,820
11 Deferred income 11 GEEWRA
2006 2005
Tourism
Purchase of Development
office premises Fund Total Total
g3
BERAE BEREES HE pckec]
Government subvention BT &8
granted — 1994/95 — 1994/95 250,000,000 - 250,000,000 250,000,000
-1996/97 — 1996/97 - 50,000,000 50,000,000 50,000,000
250,000,000 50,000,000 300,000,000 300,000,000
Aggregate realisation: RECERARE:
At 1 April n481H 108,333,333 50,000,000 158,333,333 145,952,639
Realised during the year REFHER 10,000,000 - 10,000,000 12,380,694
At 31 March MW3HA31H 118,333,333 50,000,000 168,333,333 158,333,333
Balance at 31 March M3 A31 BziEH 131,666,667 - 131,666,667 141,666,667
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12 Employee retirement benefits 12 ERBHFEH
(a) Defined benefit retirement plan (a) REFZEMNRGE
The Board makes contributions to a defined benefit retirement RBA—IERER R ET EHRAD &S
scheme registered under the Hong Kong Occupational B EFERIRETEIEL (5% - RELETH
Retirement Schemes Ordinance. The scheme covers FHEIREE SR BEEEE AZBI33%
approximately 33% (2005: 36%) of the Board’s employees (20054 : 36%) ° =IBFTEIRB X
based in Hong Kong. The scheme is administered by an ANER - AEEFIN—EEEES - M
independent trustee, and the assets are held in a trust KERHNEESHREE °

separately from those of the Board.
() MEERBERMERNHHERMT
(i)  The amounts recognised in the balance sheet are as
follows:

2006 2005

Present value of wholly or 2HHIAIEABEHATE
partly funded obligations NS EERIRE 56,486,000 50,128,000
Fair value of plan assets FEIEEMAREER (97,701,000) (82,100,000)
Net unrecognised RIERRBE W R T 16,706,000 6,963,000

actuarial gain

(24,509,000) (25,009,000)

The plan assets total include investments in unit trust funds FrEEEAEBRREREMERES ZIRE RIR
and deposits at bank with a fair value of $97,701,000 TER - HARBEA97,701,0007T (2005
(2005: $82,100,000). £ : 82,100,0007T) °

A portion of the above asset is expected to be recovered FiEo BEFRENBER—FEKE o A -
after more than one year. However, it is not practicable P AR IR SRR B H 12 TR MO AR TS AN H 18 18 &
to segregate this amount from the amounts recoverable RTINS E A - HUEE BB AR
in the next 12 months, as future contributions will also =@ AR AR E SR S FN AT o

relate to future services rendered and future changes in
actuarial assumptions and market conditions.
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12 EREHFEF @

12 Employee retirement benefits (continued)

(@) Defined benefit retirement plan (continued)

(i)

Movements in the net asset recognised in the balance

(@) SEFFERMAE B (@)

(i)

NEERBRRROFEELDN

sheet are as follows: ™
2006 2005
At the beginning of the year R 25,009,000 24,163,000
Contributions paid to M SIVED B BER
schemes 680,000 2,366,000
Expenses recognised in FEERRERHI T
the income statement (Mf7E5)
(note 5) (1,180,000) (1,520,000)
At the end of the year RER 24,509,000 25,009,000
(i) Expense recognised in the income statement is as follows: (i) PAEZRRERNIZEHAT
2006 2005
Current service cost 2 BRI R AN 3,451,000 3,828,000
Interest cost FMEER 2,244,000 2,423,000
Actuarial expected return FFEIEEMEE
on plan assets TE HB 13k (4,515,000) (4,731,000)
1,180,000 1,520,000

The expense is recognised in the following line item in the

BRSO ERER 2 TH B NiE

income statement: 7
2006 2005
Staff costs BTRA 1,180,000 1,520,000
(v) Actual return on plan assets  (v) FrEIEEMEIEER 17,010,000 5,464,000

The principal actuarial assumptions used as at 31 March
2006 (expressed as weighted averages) are as follows:

200653 A31 BEMH ERIFERK
& CAIE R AT -

2006 2005

Discount rate ARIR 3 4.5% 4.5%
Expected rate of return FHEIEERMTEAE

on plan assets 5.25% 5.5%

Future salary increases KRR G © IR 4.0% 3.5%




e
B R ER R M T

140
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12 Employee retirement benefits (continued)

(b) Defined contribution retirement plan

The Board also operates a Mandatory Provident Fund Scheme
(the “MPF scheme”) under the Hong Kong Mandatory Provident
Fund Schemes Ordinance for employees employed under the
jurisdiction of the Hong Kong Employment Ordinance and not
previously covered by the defined benefit retirement scheme.
The MPF scheme is a defined contribution retirement scheme
administered by independent trustees. Under the MPF scheme,
the employer and its employees are each required to make
contributions to the scheme at 5% of the employees’ relevant
income, subject to a cap of monthly relevant income of $20,000.
Contributions to the scheme vest immediately.

13 Commitments

At 31 March 2006, the Board had commitments in respect of the
following:

The total future minimum lease payments under non-cancellable
operating leases are payable as follows:

12 RREHFEF @

(b) FREMHFERAEE
RRTMRREECREIERTE S BIEE)
MARE - RIRBEEECRRBIEODER - M
ARETRREMERAKEREDNE
8 R -BERHIEAESEE ([RES
sTEll) - BES A E R IEHFURINGT
g HEVATEARE  RIFBBEEE
2 BEXREEASERRERHEBAL

5% IEL R B AMEEAL LR A
—BIT o R HEFRENR 2 B B A K
E o

13 KiE

R2006F3A31H * "B ZAENT :

RETABERONELHEERE A RENHNKIER
S FMEREMT

2006 2005

Within 1 year —FRHEm 10,245,924 6,034,549
After 1 year but within 5 years —FRERFRER 9,358,743 9,416,803
After 5 years h &R 233,598 582,698
19,838,265 16,034,050

14

The Board leases a number of properties under operating leases.
The leases typically run for an initial period of 1 to 10 years, with an
option to renew the lease when all terms are re-negotiated. None of
the leases includes contingent rentals.

Financial instruments

Exposure to credit, liquidity, interest rate and foreign currency risks
arises in the normal course of the Board’s operations. These risks
are limited by the Board’s financial management policies and
practices described below.

The Board’s credit risk is primarily attributable to trade and other
receivables. Management has a credit policy in place and the
exposures to these credit risks are monitored on an ongoing basis.

The Board does not have any borrowings and has no repayment
liability. The Board maintains sufficient short-term liquidity to fund
its operations.

14
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Financial instruments (continued)

The Board has no financing from external parties other than
Government subvention and the Board is not exposed to interest
rate risk on financing.

The Board makes certain purchases that are denominated in
currencies other than Hong Kong dollars, the functional currency of
the Board, to meet future operating expenditure of the overseas
offices. The foreign currency risk is mitigated by entering into certain
forward foreign exchange contracts. As at 31 March 2006, the
notional amount of forward foreign exchange contracts is
approximately $44 million (2005: $96 million).

Possible impact of amendments, new standards
and interpretations issued but not yet effective for
the annual accounting period ended 31 March
2006

Up to the date of issue of these financial statements, the HKICPA
has issued a number of amendments, new standards and
interpretations which are not yet effective for the accounting period
ended 31 March 2006 and which have not been adopted in these
financial statements.

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

14
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(Expressed in Hong Kong dollars) (LA & #517R )

®MTR @
BRIFEBNSIN - AR B RSN ERE - K
B S R B AR R A o

REEEEE (RRMEER) IMEMLEE -
NRER BN ER AR 2 EEFRX - INERR
BRI A TERINES O TAREK - BE
20065F3A31H - EHINEG K2 BHEERED

i —

/44,4008 7T (20054 : 9,60087T) °

EEHE E20065E3A31AILFEEERT
IR R RENERT - HEANRRER
EERNEE

BELEMBEREATIER - BESFAE
BIZIRIER] - SRR - HEREZE2006
FIA3TH LS IE AR LR - L FR R
RIVRBRAZEHER -

AR HEZFNEL MRS R ER
HARIPTER R R © 325 M R IR SR 2
A e ¥R R RE G B E BT A E RT VIR BR -
HENKRBESI AR D 2 & 8 R BUIRE X
BEAYE -
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