INDEPENDENT AUDITOR'S REPORT

B AZ AR E S

Independent auditor’s report to the Hong Kong
Tourism 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 of the Hong Kong Tourism
Board (the “Board”) sef out on pages 84 to 109, which comprise the
balance sheet as at 31 March 2008, and the income statement, the
statement of changes in reserve and the cash flow statement for the year
then ended, and a summary of significant accounting policies and other
explanatory notes.

Board members’ responsibility for the financial statements

The members of the Board are responsible for the preparation and the
true and fair presentation of these financial statements in accordance
with Hong Kong Financial Reporting Standards issued by the Hong
Kong Institute of Certified Public Accountants. This responsibility includes
designing, implementing and maintaining internal control relevant to the
preparation and the true and fair presentation of financial statfements
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. This report is made solely to you, as a body, and
for no other purpose. VWe 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 fo whether the financial statements are free from material
misstatement.
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An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the financial stafements. The procedures
selected depend on the auditor’s judgement, including the assessment
of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor
considers infernal control relevant to the Board'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 confrol. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of accounting
estimates made by the Board members, 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 affairs of the Board as at 31 March 2008 and of the Board's
surplus and cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards.

KPMG
Certified Public Accountants

8th Floor, Prince’s Building
10 Chater Road
Cenfral, Hong Kong

24 July 2008
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INCOME STATEMENT

BamK

for the year ended 31 March 2008 (Expressed in Hong Kong dollars] #%200843 A31 B ILFE (LABH5I7R)

Note
Likss 2008 2007
Principal source of income FERARIR
Government subvention B E B 3 542,165,046 669,559,979
Other revenue EwgA
Interest income FEUTA 8,990,515 8,208,061
Realisation of deferred income RIEUA B TR
— office premises e NES 11 10,000,000 10,000,000
Sponsorships i=§:1) 9,620,000 5,830,000
Promotion and advertising income EEREERA 10,224,795 9,294,305
Sundry income HIFUA 9,996,388 9,077,352
48,831,698 42,409,718
Other net income s - A
Cain on disposal of fixed assets HEEEsEKE 00 75975 29,816
Total income FEUON 591,072,719 /11,999,513
Promotional, advertising and B BERTIYH
literature Expenses 237,162,423 339,096,240
Research and development HERERE 25,364,768 35,912,541
Local services and events IR b AR TS B KA EE 87,998,860 124,446,439
Staff costs BT 5 156,347,262 158,830,613
Rent, rafes and management fees e ZMREERE 13,657,188 12,622,081
Depreciation e 7 12,032,538 12,407,349
Auditor's remuneration % EREM B & 353,623 336,600
Other operating expenses Hih&es A 21,865,427 20,025,797
Total expenditure s 554,782,089 703,677,660
Net surplus for the year REEFER 3 36,290,630 8,321,853

The notes on pages 88 to 109 form part of these financial statements.
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BALANCE SHEET

at 31 March 2008 (Expressed in Hong Kong dollars] #200843 831 B (LAAEZIR)

Note
ik 2008 2007
Non-current assets FREBEE
Fixed assefs BEEEE 7 113,398,427 123,521,526
Defined benefit plan asset ATEFZETEEE 12(a) 24,745,000 24,275,000
138,143,427 147,796,526
Current assets wwEE
Debtors, deposits and payments in advance  FEUERFR ~ #=2& RIERFRT 22,835,370 24,291,234
Deposits with banks and financial institutions  #R47 & B #5 #1877 5% 234,955,512 215,475,163
Cash at banks and in hand RITEFER RS 13,995,723 16,969,167
271,786,605 256,735,564
Current liabilities rma®
Receipts in advance TEWGRIA 4,316,377 6,312,212
Accounts payable and accruals TR L BT E 10 86,260,464 103,142,970
Bank overdrafts RITEX 165,415 2,179,762
90742256 11163494
Net current assets REBEEFE 181,044,349 145,100,620
Non-current liabilities wrmEE
Deferred income PEIEUA 11 _1!1,_66_6!66_7__1?]_66{3,_6()_7
NET ASSETS EEFRE 207,521,109 171,230,479
Represented by: R -
RESERVE s
General Fund —RES 207,521,109 171,230,479

Approved and authorised for issue on 24 July 2008

Anthony Lau
Executive Director

James Tien, GBS, P
Chairman of the Board

The notes on pages 88 to 109 form part of these financial statements.
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STATEMENT OF CHANGES IN RESERVE
2D *

for the year ended 31 March 2008 (Expressed in Hong Kong dollars) #%2200843 A3 18 L F & (AR

2008 2007
Accumulated surplus ot the beginning NE 2 RIERER
of the year 171,230,479 162,908,626
Surplus for the year REE Hh 36,290,630 8,321,853
Accumulated surplus at the end of the year RERZ 2FEAH 207,521,109 171,230,479
The notes on pages 88 to 109 form part of these financial statements. E88EEI0EMM B A BHRERN—HD -
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CASH FLOW STATEMENT

R E M E R

for the year ended 31 March 2008 (Expressed in Hong Kong dollars) 2200843 A31 8 1L F & (AR

Note
5T 2008 2007

Operating activities REFH
Surplus for the year KEE Ebh 36,290,630 8,321,853
Adjustments for: HE

— Interest income - FBUWA (8,990,515) (8,208,061)

— Depreciation -hE 12,032,538 12,407,349

— Gain on disposal of fixed assets - HEBEEEEZ W (75,975) (29,816)
Operating surplus before EEESHBA ZKE R

changes in working capital 39,256,678 12,491,325
(Increase)/decrease in defined AEMN=ZFTEEEZ

benefit plan asset (380) /m (470,000) 234,000
Decrease/(increase) in debtors, FEUERIR ~ 28 RIBFFOE

deposits and payments in advance 2/ (380) 1,679,198 (4,866,044)
Decrease in receipts in advance, TRWRIR - ENERA N EAER

accounts payable, and accruals 2 (18,878,341) (44,570,5306)
Decrease in deferred income PRIEMA Z Rk > (10,000,000) (10,000,000)
Net cash generated from/ RETEBE/ (FrA)BEFHE

(used in) operating activities 11,587,535  (46,711,255]
Investing activities REED
Inferest received B UF B 8,767,181 8,529,136
Purchase of fixed assets BABTEEEMNK (1,909,439) (1,995,214)
Proceeds from disposal of fixed assets HEBTEEEMSKIEA 75,975 29,816
Net cash generated from REFEERESFE

investing activities - 6,933,7 'I7 777777 () 5()3 7 3 8 |
Net increase/(decrease) in RERREEEYEM/ (BL)FRE

cash and cash equivalents 18,521,252 (40,147,517)
Cash and cash equivalents REDZRERREEEY

at beginning of year 9 230,264,568 270,412,085
Cash and cash equivalents RERZRERREEEY

at end of year 9 248,785,820 230,264,568
The notes on pages 88 to 109 form part of these financial statements. E8BEFI00EMMMRB AT BMEN 2D
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NOTES ON THE FINANCIAL STATEMENTS

B 7% 2% B

[Expressed in Hong Kong dollars)  (JAB#317R)

1 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. lis 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 fourist destination.

2 Significant accounting policies
(a) Statement of compliance
These financial statements have been prepared in accordance with
applicable Hong Kong Financial Reporting Standards (“HKFRSs"),
which collective ferm includes the applicable individual Hong Kong
Financial Reporting Standards, Hong Kong Accounting Standards
["HKASs") and Inferprefations 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 cerfain new and revised HKFRSs that

are first effective or available for early adoption for the current
accounting period of the Board. The adoption of these new

and revised HKFRSs has no significant impacts on the financial
statements of the Board for the years ended 31 March 2007 and
31 March 2008 except for the disclosure requirements following
the adoption of HKFRS 7, Financial instruments: Disclosures and
the amendment to HKAS 1, Presentation of financial statements:
Capital disclosures, there have been some additional disclosures
provided as follows:

HKFRS 7, Financial instruments: Disclosures

As a result of the adoption of HKFRS 7, the financial statements
include expanded disclosure about the significance of the financial
instruments and the nature and extent of risks arising from those
instruments, compared with the information previously required fo
be disclosed by HKAS 32, Financial instruments: Disclosure and
presentation. These disclosures are provided in nofe 15 to the
financial statements.
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Significant accounting policies (coniinved)
(a) Statement of compliance (continued)
HKAS 1, Presentation of financial statements: Capital disclosure

The amendment to HKAS 1 infroduces additional disclosure
requirements fo provide information about the level of capital
and the Board's objectives, policies and processes for managing
capital. These new disclosures are sef out in nofe 13 fo the
financial statements.

Both HKFRS 7 and the amendment to HKAS 1 do not have any
material impact on the classification, recognition and measurement

of the amounts recognised in the financial statements.

The Board has not applied any new standard or interpretation that
is not yet effective for the current accounting period (see note 16).

(b) 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 fo 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
nof readily apparent from other sources. Actual results may differ
from these estimates.

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

(c) 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
af the balance sheet date.
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NOTES ON THE FINANCIAL STATEMENTS B 7 i 5% Fit &
(Expressed in Hong Kong dollars)  (LAB#317R)

2 Significant accounting policies (confinued)

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

[i) Gains or losses arising from the retirement or disposo| of an
item of fixed asset are determined as the difference between the
eslimated net disposal proceeds and the carrying amount of the
item and are recognised in the income statement on the date of
refirement or disposal.

(e) Depreciation
Depreciation is calculated to write off the cost of fixed assefs on a
straightline 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 fu||y
depreciated in the year

of acquisition

The useful life of an asset is reviewed annually.

() Debtors

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

and doubtful debts.

Impairment losses for bad and doubitful 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.

(9) Accounts payable and accruals

Accounts payable and accruals are initially recognised af fair
value and thereafter stated at amortised cost unless the effect of
discounting would be immaterial, in which case they are sfated
at cost.
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Significant accounting policies (coniinved)

(h) Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and in hand,
demand deposits with banks and other financial institutions,

and shortterm, 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.

(i) Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or
amount when the Board has a legal or consfructive obligation
arising as a result of a past event, it is probable that an outflow
of economic benefits will be required fo seffle the obligation and
a reliable esfimate can be made. Where the time value of money
is material, provisions are stated af the present value of the
expenditure expected to seffle 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 fulure events are
also disclosed as contingent liabilities unless the probability of
oufflow of economic benefits is remote.
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NOTES ON THE FINANCIAL STATEMENTS B7 7 3 5% Fit &
(Expressed in Hong Kong dollars)  (LAB#F17R)

2 Significant accounting policies (confinved) 2 FESHEX @

(i 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 stafement as follows:

[i) 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.

lij 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 fo the income sfatement by instalments over
the expected useful life of the related asset on a basis consistent
with the depreciafion policy (nofe 2(e)).

[iv] Subscription fees are recognised on a time-apportioned basis.

[v) Interest income is recognised as it accrues using the effective
inferest method.

[vi] Sponsorship income received for non-subvented events are
recognised in the income statement upon the completion date of the
respective events.

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

(k) Translation of foreign currencies

Foreign currency fransactions during the year are translated info
Hong Kong dollars at the foreign exchange rates ruling at the
fransaction dates. Monetary assefs 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.
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2 Significant accounting policies (confinued)

() Leased assets

(i) Classification of assets leased to the Board

leases which do not fransfer 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 af 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 consfruction of those buildings,

i later.

(i) Operating lease charges

Where the Board has the use of assets held under operating
leases, payments made under the leases are charged to income
statfement 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.

[i) The Board operates a defined benefit and a defined
confribution staff retirement scheme for the Hong Kong office,

a defined benéfit staff refirement scheme for the Japan office,

and defined contribution staff retirement schemes for other offices.
Contributions made under the schemes applicable o each year
are charged fo the income sfatement 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.
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NOTES ON THE FINANCIAL STATEMENTS B7 7 3 5% Fit &
(Expressed in Hong Kong dollars)  (LAB#F17R)

2 Significant accounting policies (confinved) 2 FESHEX @

(m) Employee benefits (continueq)

(iii) Contributions to Mandatory Provident Fund as required under
the Hong Kong Mandatory Provident Fund Schemes Ordinance,
are recognised as an expense in the income stafement as incurred.

[iv) The Board's net obligation in respect of defined benefit
refirement 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 approximately

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 statfement on a straightline
basis over the average period unfil the benefits become vested.

If the benefits vest immediately, the expense is recognised
immediately in the income sfafement.

In calculating the Board's obligation in respect of a plan, if any
cumulative unrecognised actuarial gain or loss exceeds ten 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 nof recognised.

Where the calculation of the Board's net obligation results in @
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 confributions fo the plan.

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

The principal source of income is the subvention from the
Government of the Hong Kong Special Administrative Region
("Government”) for the year which is defermined with regard fo the
needs of the Board as presented in its annual budget and proposed
programme of activities. The amount of the subvention recognised
as revenue during the year is analysed as follows:

FERARIR
TEWRARIRSEBFHTTRERBA (K
FIVRAFELTHNENE  BARNEE
MREEREZ DI EEMNENFEM
BE FARIRVRAZEDBESTMOT

2008 2007
Recurrent £ 466,468,000 465,103,000
Non-recurrent FEACE
— Discover Hong Kong Year/Family and — BREBIREF/ REMEDS
Business Booster Campaign/Quality RSB T IS HE AT 8/ BE
Tourism Services Scheme/Additional Fund TR AR TS =t &1/ BB S MEE TR 65,456,798 196,299,523
— Others — Hfb 10,240,248 8,157,456

Total net surplus for the years ended 31 March 2008 and 2007
reflects the timing of the recognition of the Government subvention
income and the corresponding expenses.

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 Kong taxes by the Inland Revenue Department under
Section 87 of the Inland Revenue Ordinance.

75,697,046 204,456,979

542,165,046 669,559,979

BLZE 20084 3H31H K2007463H 318 L5
B2 RRBEE  RRBTEB WA EHER
X BV RERR B A o

Frig®t

REBECRGIED) £8716F - NBREEKRBEBD
HREBRXABETBREA B BHRER LA E
REBEEFREENSHERS -
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(Expressed in Hong Kong dollars)

5

96

(LABHEEDIIR)

Staff costs 5 BIRAK
2008 2007
Contributions to defined contribution FEEFCR IR BIH K
refirement plans 5,004,438 4,745,818
(Income)/expense recognised in respect of FhIE MR ARG BIRER A
defined benefit retirement plan (note 12(a)(v)) (YA /2 (BEED 2(a)(v) (470,000) 483,000
Refirement costs RIREAR 4,534,438 5,228,818
Salaries and other benefits e MEMEF] 151,812,824 153,601,795
156,347,262 158,830,613
Senior executives’ pay and allowances 6 ERITHABFHMRZER
The senior executives of the Board include the Executive Director, AEHNSHTHRAEREEAR®RE  BlARE

Deputy Executive Director and General Managers and Regional
Directors, and their total pay and allowances during the year were

as follows:

MEREREE#HE  wAEAFERNE
LM HB SRR AT

2008
Other senior
Executive executives
Director HEtmik Total
e 1TBAB FEE 2
Basic salaries EAX¥FH e 2,071,000 14,140,000 16,211,000
Discretionary performance pay BRI5 HR2 TH 25 H e 5 336,000 1,208,000 1,544,000
Retirement benefit expenses, BRAENRX - KRE
contract gratuities and PE=Kiih=—1l}
other allowances 443,000 3,210,000 3,653,000
2,850,000 18,558,000 21,408,000
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6 Senior executives’ pay and allowances (continued) 6 ERTHRAEFHMEEM @

2007
Other senior
Executive executives
Director EfmAk Total
wnE TIRAE FEE
Basic salaries EXF e 3,336,000 14,591,000 17,927,000
Discretionary performance pay B 5 4R 2 2R 25 H e 5 972,000 1,519,000 2,491,000
Retirement benefit expenses, EBIRERFEY - LmEle
confract gratuities and SEEith=-40
other allowances 648,000 3,124,000 3,772,000
4,956,000 19,234,000 24,190,000
The salaries and discrefionary performance pay for all senior XN T2 RITHRABENFMHERBERER
executives of the Board fell within the following ranges: BBERNFHMAR DT
2008 2007
No. of senior No. of senior
Executives™® Executives™
RARITIR RARATIR
AB A8 ANBAZ*
$0 to $500,000 $0 = $500,000 o 0
$500,001 to $1,000,000 $500,001 = $1,000,000 3 1
$1,000,001 to $1,500,000 $1,000,001 = $1,500,000 6 3
$1,500,001 to $2,000,000 $1,500,001 = $2,000,000 3 4
$2,000,001 to $2,500,000 $2,000,001 = $2,500,000 1 ]
$2,500,001 to $3,000,000 $2,500,001 = $3,000,000 (0] ]
$3,000,001 to $3,500,000 $3,000,001 = $3,500,000 o 0
$3,500,001 to $4,000,000 $3,500,001 = $4,000,000 (o] 0
$4,000,001 to $4,500,000 $4,000,001 = $4,500,000 (0] ]
13 11
*The increase in the number of senior executives relate to one General Manager TERITBABABZENE - ZALER - ARE®HE
and one Regional Direcfor. Such positions were vacant in 2007 and were B o b FBA R 20074 B3R 2= 53 7 2008F # 17
filled in 2008. HA -
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6 Senior executives’ pay and allowances (continued) 6 ERTHRAEFHMEZEMN @

During the year, the Chairman and members of the Board did not
receive any remuneration for their services rendered to the Board

(2007: $Nil).

The remuneration and terms and conditions of emp\oymem 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 ferms and
conditions of employment of the Executive Director and the Deputy

Executive Director are subject fo the approval of the Chief Executive.

The senior executives receive a basic salary and a performance-
based variable pay. With effect from 2007 /08, the performance
of senior executives is determined by a new Performance
Management System and assessment criteria including Key
Performance Indicators, Key Strategic Focus and Competencies.
Their performance is referenced against a set of objectives set
out in the annual business plan. The performance of the Executive
Director is assessed by the Chairman while the performance of
the Deputy Executive Director, General Managers and Regional
Directors are assessed by the Executive Director. The variable
pay of all the above senior executives are approved by the
Remuneration Committee comprising the Chairman of the Board
and the Staff and Finance Committee.

The amount of discrefionary performance pay for the Executive
Director disclosed above for the year ended 31 March 2008
represents the variable pay amount paid of HK$17,898 and
HK$318,528 in respect of the year ended 31 March 2008
for the ex-Executive Director and the current Executive Director
respectively.

The remuneration for other senior executives for the year ended

31 March 2008 represents compensation for the Deputy Executive
Director, five General Managers (2007: four General Managers)
and six Regional Directors (2007 : five Regional Directors).

The remuneration of @ out of 13 senior executives listed under

the 2008 senior executives’ pay and allowances disclosure,
including the current Executive Director, Deputy Executive Director,
five General Managers and two Regional Directors, do not reflect
their full year pay and allowances for the year ended 31 March
2008, as they do not represent full year appointments for the
execulives concermned.
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7 Fixed assets 7 BEEEE
Furniture,
fixtures and
leasehold leasehold Motor equipment
properties  Improvements vehicles KA ETE Total
HENH K& nE RENRE 2
Cost: BA
At T April 2007 200744R18 252,855,009 7,046,822 1,953,550 49,709,864 311,565,245
Additions #E = = 326,791 1,582,648 1,909,439
Disposals HE = = (164,947)  (3,428,935)  (3,593,882]
4131 Noch 200 RIDBSIANA 252855009 7046822 2115394 4786577 30930802
Accumulated depreciation:  R:HiTE
At T April 2007 200744R18 129,798,903 7,046,822 1,488,130 49,709,864 188,043,719
Charge for the year REEHTE 10,114,200 = 335,690 1,582,648 12,032,538
Disposals HE = = (164,947)  (3,428,935)  (3,593,882)
413 Hoch 200 ROBSIRIE 19919100 7046870 16SRAT)_47ASLSTT 19648275
Net book value: FRERE -
At 31 March 2008 72008438318 112,941,906 - 456,521 - 113,398,427
Cost: XA
At 1 April 2006 200654818 252,855,009 7,046,822 1,953,550 49,326,596 311,181,977
Additions ®E = = = 1,995,214 1995214
Disposals HE - = - [1,611,946)  (1,611,946)
At 31 March 2007 200763 A31H 252,855,009 7,046,822 1,953,550 49,709,864 311,565,245
Acumulated depreciation:  BeF®: e
At 1 April 2006 200654818 119,684,703 7,046,822 1,190,195 49,326,596 177,248,316
Charge for the year REEHE 10,114,200 = 297,935 1995214 12,407,349
Disposals HE - = - [1,611,946)  (1,611,946)
4131 Horch 2007 MOUSIRIE _Z7G0 T08n IABIN 49709864 1804719
Net book value: FREFE
At 31 March 2007 M2007€3A31H 123,056,106 = 465,420 - 123,521,526

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

PERNEZEEMELBRHBELD -
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8 Debtors, deposits and payments in advance 8 EWERN  ZERBEMNME
2008 2007
Debtors JEURBR FX 2,329,909 4,121,825
Deposits and payments in advance 1&e MFES 08 20,505,461 20,169,409

22,835,370 24,291,234

Included in debtors, deposits and payments in advance are the ERWER e RBENFEFRBETIERE
following amounts denominated in currencies other than the Board's D EEIINAEMEE REL 2 B8 ¢
functional currency:

2008 2007
Australian Dollars JBIT AUD 295,527 AUD 204,107
Euros BT EUR 67,146 EUR 314,285
Japanese Yen Bt JPY 76,001,577 JPY 78,280,837
Renminbi ARHE RMB 2,197,054 RMB 1,365,816
Great British Pounds HEE GBP 28,973 GBRP 52,854
New Taiwan Dollars A NTD 3,394,581 NTD 3,707,451
United States Dollars ETT UsSD 117,163 Usb 121,100
The gross amount of debtors, deposits and payments in advance at 20084 3A31H - FAFHEHEB—F1&T]
31 March 2008 that is expected to be recovered after more than WEIMmEIES - i2e RTE[ RIEHE5E A5
one year is $4,823,981 (2007: $502,802). 4,823,9817T (20074 : 502,8027T) °
Debtors that are not impaired I 48R (B 2 FE UK BR X
The ageing analysis of debtors that are neither individually nor WEHRE@EBS LR HE 2 ERERZE
collectively considered to be impaired are as follows: oM

2008 2007

Neither past due nor impaired 4= HA s B 1,430,259 2,108,389
Less than 1 month past due BA R —1{E A 659,367 1,081,491
1 to 3 months past due wmHE—=={8 A 240,283 931,945

899,650 2,013,436

2,329,909 4,121,825
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9 Cash and cash equivalents 9 RERRELEEY

2008 2007
Deposits with banks and financial institutions R1T R TS HIETT R 234,955,512 215,475,163
Cash at banks and in hand RITFEAR RS 13,995,723 16,969,167
248,951,235 232,444,330
Bank overdrafts RITEX (165,415) (2,179,762)
Cash and cash equivalents in RensxrkhzBie
the cash flow statement KIEEEEY 248,785,820 230,264,568
Included in cash and cash equivalents are the following amounts ReMREFEVPEETINELARNEER
denominated in currencies other than the Board's functional SNAE M E W R B 2 B
currency:
2008 2007
Australian Dollars SBIT AUD 426,526 AUD 479,144
Canadian Dollars ot CAD 66,689 CAD 234,382
Euros BRIt EUR 158,524 EUR 806,057
Japanese Yen = JPY 81,457,986 JPY 139,112,448
Renminbi AR RMB 2,257,008 RMB 3,010,627
Singapore Dollars AN T SGD 301,194 SGD 1,044,218
Great British Pounds HEE GBP 249,019 GBP 198,427
United States Dollars EJT uUsD 1,452,588 USD 785,448
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10 ENRAKRETER

10 Accounts payable and accruals

currency:

2008 2007

Australian Dollars SRIT AUD 332,705 AUD 465,876

Euros BRIt EUR 143,763 EUR 201,603

Japanese Yen Bt JPY 87,086,400 JPY 137,280,032

Renminbi AR RMB 3,188,598 RMB 3,102,669

Singapore Dollars o SGD 618,438 SGD 1,079,621

Great British Pounds i GBP 194,586 GBP 136,363

United States Dollars E7T USD 643,728 USD 226,950

11 Deferred income 11 EZEWRA
Purchase of office premises
BEPLE
2008 2007
Government subvention granted BT & Bl

- 1994/95 - 1994/95 250,000,000 250,000,000
Aggregate realisation: gmomERE: 0

At 1 April R4A1R 128,333,333 118,333,333

Realised during the year REEZER 10,000,000 10,000,000
el NSAIE ey | 126 989,899

Balance at 31 March MR3A31 Bz &% 111,666,667 121,666,667

102

2008 2007

Accounts payable FERTBRFR 69,817,973 85,075,499
Other payables and sundry credifors EAth A< RO K R AN R IR 16,442,491 18,067,471
86,260,464 103,142,970

Included in accounts payable and accruals are the following

amounts denominated in currencies other than the Board's functional

BNERAREFERTEE
BINAEMEERELZH

TIRBIEEE
'
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12 Employee retirement benefits
(a) Defined benefit retirement plan
The Board makes contributions to a defined benefit refirement
scheme registered under the Hong Kong Occupational Refirement
Schemes Ordinance. The scheme covers approximately 26%
(2007: 29%) of the Board's employees based in Hong Kong.
The scheme is administered by an independent frustee, and the
assets are held in a trust separately from those of the Board.

(i)  The amounts recognised in the balance sheet are as follows:

12 BERAKER

(a) SREF =R MAKEHE

ABA—ARE (B R R AT BRI & 5L 8
FUE M s ARG EME LR - 2SR 3
MEBXNIEABEEREE AB®20%(2007

F20%) c BEREFERBUIEAEE - K&
BEFRR—EETEES  BARNEED
A -

() REERBRERNBBAMOT
2008 2007

Present value of wholly or partly

Fair value of plan assets

i At

Net unrecognised actuarial gain NHERRHFE B M a5 3R

A portion of the above asset is expected to be recovered after

more than one year. However, it is not practicable to segregate this

amount from the amounts recoverable in the next twelve months,
as future contributions will also relate to future services rendered

and future changes in actuarial assumptions and market condifions.

The Board expects to pay $Nil in contributions to defined benefit
refirement plan in 2009 since the Board has taken the confribution
holiday recommended by the Actuary.

(i) Plan assets consist of the following:

2HAIBAEAERH T
funded obligations MEHEENRE

AHEIEENAAREE

60,178,000 59,648,000
(97,702,000) (106,895,000)
12,779,000 22,972,000
(24,745,000) (24,275,000)

LM EEFERRBB —FRED - A
- AR AR SRR B B R R 0 AR 7% A0 B
BEERRETANESHERH  WEEHEH
BRI+ — (@ A &yl Y B Br a8 = o0 B L A
AT HRAREMR T REMMAEZEZ 2R
HE - AN BIEE R 2000F B F [ FE H &=
BRI R AR

i) FrEIEEBFEATIER -
2008 2007

Equity securities ke
Bonds (Ee2

47,898,000 56,127,000
47,862,000 49,279,000

Cash at bank

RITEN

1,942,000

1,489,000

97,702,000

106,895,000
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12 Employee retirement benefits (coninved)
(a) Defined benefit retirement plan (continued)

(i) Movement in the present value of the defined benefit

12 BERKER @)

() REFZHBK S (2)
(i) Fre F 2 B A BAE 2 B

obligations:

2008 2007
At T April R4A1R 59,648,000 56,486,000
Benefits paid by the plan Bl A 2 Fles (14,318,000) (3,577,000)
Current service costs = HARRFS A AR 3,692,000 3,671,000
Inferest cost FEER 2,526,000 2,526,000
Actuarial losses TEEEE 8,630,000 542,000
At 31 March M3A31H8 60,178,000 59,648,000
[iv) Movements in plan assefs: liv) stEIBE 2 -

2008 2007
At T April R4A1H 106,895,000 97,701,000
Benefits paid by the plan &I 2 Fl= (14,318,000) (3,577,000)
Actuarial expected refurns on plan assets FrEIEE 2 B E a3k 5,601,000 5,111,000
Employer contribufions EEHK - 249,000
Actuarial (losses)/gains BHE (E18)/Was (476,000) 7,411,000
At 31 March M3A31H 97,702,000 106,895,000
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12 Employee retirement benefits (continved)

(a) Defined benefit retirement plan (continued)

12 BERKER o)

(o) BEFIZEBRE

(v) (Income]/expense recognised in the income statement is as v REZRER LISU\ /BT
follows:

2008 2007
Current service cost & HARTS AR 3,692,000 3,671,000
Interest cost MEEHR 2,526,000 2,526,000
Actuarial expected retum on plan assefs =T EIE ER S E TE B # (5,601,000) (5,111,000)
Net actuarial gains recognised BRRBEKFE (1,087,000) (603,000}

(470,000) 483,000

The (income)/expense is recognised in the following line item in the BE(BAN)/ TR EBEBRERZ THIEERN
income stafement: HER

2008 2007
Staff costs BTRA (470,000) 483,000
(vi) The actual return on plan assets of the Board (taking into Vi) RRFEIEENEERR(EFEFEE

account all changes in the fair value of the plan assefs excluding
contributions paid and received) was net income of $5,125,000

(2007: $12,522,000).

(vii) The principal actuarial assumptions used as at 31 March
2008 (expressed as weighted averages) are as follows:

ENAAEBEZMBEZS T’E%EH&E
Yt 3 ) B AF R S5,125,0007T (20074 -
12,522,0007T) °

(vii) R2008F 3A3TREFEFAMNEERBERR
(AMEFHHEERT)AT -

2008 2007
Discount rate ARIR & 2.70% 4.25%
Expected rafe of return on plan assets FHEIEERN AR O R 5.75% 5.25%
Future salary increases RIRF TR 4.00% 4.00%
The fotal expected longferm investment refurn is defermined based FRHRHRE D HRARE T E R R E MR IK

on the weighted average of the expected long-ferm investment
refurn for each asset class under the investment portfolio of the
defined benefit retirement plan using the economic model of Mercer
(Hong Kong) Limited .

AECREHENEBREEAR 2EHRES
REORZ MEFHE - WAXE(FE)
BRARZEEEAGTELE -
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(Expressed in Hong Kong dollars)  (LAB#F7R)

12 Employee retirement benefits (coninved)
(a) Defined benefit retirement plan (continued)
(viii) Historical information:

12

EEERKER @)
(o) RERMZSBKETE (a)
(viii) & 52 &} -

2008 2007
Present value of the defined benefit obligations & Flz5 & FRIIRE 60,178,000 59,648,000
Fair value of plan assets FEIEENAAEE (97,702,000) (106,895,000)
Surplus in the plan AT &2 Bk (37,524,000) (47,247,000)
Experience loss/(gain) arising on plan assefs FTEIEEMEL 2 BEEE/ () 476,000 (7,411,000)
Experience loss/(gain) arising on plan liabilities  &t&I & EFTE 4+ 2 BERE/ (M) 1,217,000 [639,000)

(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 refirement scheme. The MPF scheme
is a defined contribution refirement scheme administered by
independent frustees. Under the MPF scheme, the employer and ifs
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 Reserves
General Fund
The General Fund represents the Board's unallocated balances and
surpluses. The use of the unallocated balances or surpluses requires
approval from the Board and the Government.

Based on the understanding between the Government and the
Board, the level of reserves held by the Board may increase fo a
level equivalent to four months of gross expenditure.
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(b) FEHFREMNETE
ARIRREE CRHER B EED) &
ME > RBREFE(RBEM)IER - A K)
ETRAENSRAFERENEES - RZ
—ERGIMERTEEAE([RESFTE]) -
BRI A EHRFOENRETE - BEILH
XAEAERE - RIEBRESFE  BEIRER
AEERREBHEBASNSMELEN &
AMBBARLRR 8T - st 860 H KA
HeHEBNXKE -

(ERE]

—REE
—REEKEXKABRDEZHRBENMAR °
ERADEZHBERBRBEARDRBF
#EAE -

ERABERFZENER  ABARE
EEKFE BN EEENNE AR @5
ZIKFE o



14 Commitments

15

At 31 March 2008, the Board had commitments in respect of the
following:

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

14 i
R20084 38318  ABZAEMT

BRETABENEE2HEEIRENNRE
MERNFREBEET :

2008 2007

Within 1 year —FRHm
After 1 year but within 5 years —FRERFAHW
After 5 years HER&Hm

The Board leases a number of properties under operating leases.
The leases typically run for an initial period of one to ten years, with
an option fo renew the lease when all terms are renegotiated.
None of the leases includes contingent rentals.

Financial instruments

Exposure to credit, liquidity, inferest 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.

(a) Credit risk

The Board's credit risk is primarily atfributable to debtors, deposits
and payment in advance. Management has a credit policy in
place and the exposures fo these credit risks are monitored on an
ongoing basis.

(b) Liquidity risk

The Board manages its cash assets on a prudent basis fo ensure
that a sufficiently high liquidity ratio is maintained at all time to fund
its operations.

(c) Interest rate risk

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

11,376,803 8,656,728
12,747,020 4,607,146

1,909,296 =
26,033,119 13,263,874

ARNEEHEHBZEYE - WEHE
—MRRB—E=+F VEREERELD E
RPT BRI A E# A& - SEKLLEHEDS
TERZAERE -

15 €@ T A
AREERLCLERBERELREE  RBE
&~ FIEFINER R o ABFEB T AT
MHEEREMEEME  HELRR TN
BR il

(o) EERRK
ARHNEERREIERERKENR  Kek
ERRIE EREEEEERE - WA TE
ERMEAXEERBRNEE -

b) REBE R
AEEREMEEERSEE  BRARADE
THEREERFNEKE - SEZERHK

(c) F=m@EBs

BRBRFEIN  AREERIINEHRERE -
AR R B E T ATER R R -
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(Expressed in Hong Kong dollars)  (LAB#317R)
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15 Financial instruments (continued)
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(d) Foreign currency risk

(i) Exposure to currency risk

The Board makes certain purchases that are denominated in
currencies other than Hong Kong dollars, the functional currency
of the Board, for the operations of the overseas offices. The foreign
currency risk is mitigated by entering into certain forward foreign
exchange confracts. As at 31 March 2008, the notfional amount
of forward exchange contracts is approximately $58 million

(2007: $60 million).

(i) Sensitivity analysis

The following table indicates the approximate change in the
Board's surplus and general fund in response to reasonable
possible changes in the foreign exchange rates to which the Board
has significant exposure at the balance sheet date. The sensitivity
analysis includes balances where the denomination of the balances
is in a currency other than the functional currencies of the Board.

(d) &S L B

() mHEERR
AREBEE(ARNEEE)INEMLE
K EREBINEREEZA - NERRZ
BRI UETEHIINEADTARK - B E
2008 3A31H - EMIINERNZREESH
#945,8008 7T (20074 : 6,000& 7T ) °

m)ﬁﬁf“ﬁ

Eﬁﬁﬁﬁéﬁﬂ E’J/\IETﬁ‘éZ aé\TK)%
BHE—RESHSIRZ KO - HEE
DMBREARDEEBIAELEEE REM
ZHEERR o

2008 2007
Increase/ Increase,/
(decrease) Effect on (decrease) Effect on
in foreign surplus and in foreign surplus and
exchange rates general fund  exchange rafes general fund
Z L/ —RES 2t/ —RES
(FE) 28 (TH) 2B
Japanese Yen = 5% 276,215 5% 266,777
(5)%  (276,215) (5% (266,777)
The sensifivity analysis has been determined assuming that the BRESMIRIEZEHREEBER
change in foreign exchange rates had occurred at the balance HEBBRE  VWEAREABRERDEFEN
sheet date and had been applied to the Board's exposure to CRTAMEYNEERR  mAEEMmA
currency risk for the financial instruments in existence at that date, FHERERSRNEFRARFTLE - prais

and that all other variables, in particular interest rates, remain
constant. The stated changes represent management’s assessment
of reasonably possible changes in foreign exchange rates over
the period until the next annual balance sheet date. In this respect,
it is assumed that the pegged rate between the HKD and the USD
would be materially unaffected by any changes in movement in
value of the USD against other currencies. The analysis is
performed on the same basis for 2007

FINANCIAL STATEMENTS  Hong Kong Tourism Board Annual Report 2007-08
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15

Financial instruments (confinved)
(e) Fair values

15

¢RI ER @)
e) DAREE

All financial instruments are carried at amounts not materially MAECRIAZREERREN2008F 34
different from their fair values as at 31 March 2008 and 2007 31AKR200743A31H 2 AR BEHE
BRESR -
16 Possible impact of amendments, new standards and 16 EEH H Z£2008F3A 310 Lt FE &5 H

interpretations issued but not yet effective for the
annual accounting period ended 31 March 2008

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 2008 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.

B RERNIEET - HEARRBUES
KRBT E

BEUETVBHEERTNER  FESTHLE
ERMZBER - HEAERRE  EREBE
2008F 3A3TR I &t IR RMARER - 1T
MBRERITLERAZFMED -

ARBRIEFEZENER LR EBEER
ERBEMMERNTE - 258w/ RMNZ
FR R N ¥R BT e B BUE L B SR EET
BREE TN ARAIRER AR 2 REEEN
MEMRRBEREAZE -

ARG BREMEFBRRREWMEZHECR - mE %
BLA R R A R -
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