$§r&

WWW.VMO.ORG

S ANNUAL
S REPORT
2001
/2002

VEGETABLE
MARKETING
o ORGANIZATION




H 2k

Contents

FEziRe 1
OUR VISION AND MISSION

FERY A 2
OUR ORGANIZATION
JR I § ) 3
OUR SERVICES
PUEE 3
Vegetable Wholesaling
IRERBFEFT BaEY 4
Direct Supply of Premium Vegetables and Organic
Vegetables
HEGEEE 6
Marketing of Accredited Vegetables
AEIFRFE 7
Supporting Local Agriculture
FlameT 9

VMO Homepage

W 10
MARKET ACTIVITIES

FegRavdly ~ TP ®BEU 4, 2 "HREEEZA 10
By e EH
Promotion Activities of “Accredited Farm Scheme”,

“QOrganic Farming Conversion Scheme” and
“Controlled - Environment Greenhouse Project”

#A G BEE 11
Promotion of Organic Vegetables

HECT S F-33 13
Introduction of New Varieties of Vegetables
A kB 14
Commitment to Environmental Protection
FHE> % 15
PERFORMANCE AND ACHIEVEMENT
YRR K 17
MEETING FUTURE CHALLENGES
sk 18
APPENDICES



A
FAEAED XEFURHZ
RTHEGEE 0 LR PR A B

BEVESHFE -

® &

R G AR E A i
BOELEF R I

m

® A frd oksE

Our Vision

To see our community enjoy a reliable

and plentiful supply of safe and quality

vegetables and facilitate the sustainable

development of local agriculture.

Our Mission

To manage the wholesale vegetable
market with professionalism, dedication,

courtesy and efficiency in providing

services to:

secure efficient and orderly
wholesale marketing of safe and
quality vegetables

provide a fair and healthy market
environment for traders to conduct
their business

plough back surplus for the

improvement of local agriculture
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OUR ORGANIZATION

The Vegetable Marketing Organization
(VMO) is a self-financing, non-profit
making concern established in 1946
under the authority vested in the Director
of Marketing by the
(Marketing)
Cap.277. The VMO operates a wholesale

Agricultural
Products Ordinance,
vegetable market at Lai Chi Kok Road,
Cheung Sha Wan, Kowloon, and two
vegetable collection depots in the New
Territories.

The post of the Director of Marketing is
currently held by the Director of
Agriculture, Fisheries and
Conservation, but the VMO remains

separated from the civil service.

As at 31 March 2001, the Organization
employed 139 regular staff and 98
casual workers. The organization chart
is at Appendix 1.

A statutory Marketing Advisory Board
appointed by the Chief Executive of
HKSAR advises the Director in the
formulation and execution of various
policies and decisions. The current
membership and terms of reference of

the Board are at Appendix 2
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OUR SERVICES

Vegetable Wholesaling

Through its wholesale market at Cheung
Sha Wan, the VMO provides trading
facilities, accounting and pesticide
residue testing services to vegetable
wholesalers and buyers. It charges
wholesalers a commission up to 10% of
the total value of all sales for the
provision of these services. There is no
charge to buyers.

Market sales floor



HEARmt B R RITHE

2B ET o BT -

¥ it 2001 & 55 B e

Direct Supply of Premium
Vegetables and Organic
Vegetables

The VMO operates a fleet of
refrigerated trucks to deliver fresh,
safe, premium vegetables and
organic vegetables to hotels,
restaurants and supermarkets on
contract basis.

VMO booth in Flower Show 2001
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Marketing of Accredited
Vegetables

Vegetable farms which are accredited by
the Agriculture, Fisheries and
Conservation Department for good
horticultural practice and proper use of
pesticides market their produce through
the VMO to designated vegetable stalls in
wet markets.

Road Show of Accredited Vegetables
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Supporting Local Agriculture

The VMO is obliged under its terms of
reference to plough back surplus for the
improvement of local agriculture.
Through the Agricultural Development
Fund, it supports-

(@) agricultural  research  and
development projects;

(b) land rehabilitation schemes;

(c) construction and improvement
of communal agricultural
facilities;

(d) vocational training for farmers
and agricultural workers; and

(e) publicity programmes to
promote agriculture

@ The Agricultural
6’ Development Fund

currently has a capital of $70

million. During
the year, the fund dispensed
$3,277,415 to  support various
agricultural  development projects,
including the development and

promotion of controlled environment
greenhouse production technology and
organic farming in Hong Kong.

». 1he VMO also established
.. the Agricultural Products

Scholarship  Fund to
promote education and training in
agriculture. The Fund currently has a
total capital of $8 million and offers
scholarship, grants and loans to
students pursuing agriculture and
related studies. It also provides
financial support for farmers’ children
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to pursue better education. In
2001/02, it issued scholarships,
grants and loans amounting to $
518,000 to 32 eligible students.

The Auditors' Report, Income and
Expenditure Account, Balance Sheet
and Notes to the Accounts of the
Agricultural  Products Scholarship
Fund for the financial year 2001/02
are at Appendices 10 to 13
respectively.

In addition, the VMO set
# aside $2.6 million to
= establish the VMO Loan
Fund to provide credit facilities to
farmers as operational capital. During
the year, it issued 81 loans totaling
$3,537,000. As at 31 March 2002, the
Fund had a capital and accumulated

surplus of $10.45 million.
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VMO homepage

The VMO homepage is constantly
updated to provide daily wholesale
prices of major vegetables and the

latest news of the Organization.

It

also provides sale information on

accredited farm produce,
services and an enquiry hotline.

The homepage
http://www.vmo.org

address

market

is
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Market Activities

Promotion Activities of
“Accredited Farm
Scheme”, “Organic
Farming Conversion
Scheme” and “Controlled
Environment Greenhouse

Project”

During the year, the VMO continued
using a "Good Farmer" cartoon logo to
promote its  products including
accredited produce, organic produce
and controlled environment greenhouse
produce. The VMO also distributed
a series of "Good Farmer" souvenirs
including bookmarks, recipes, posters
and T-shirts for publicity.

Promotion products and souvenirs
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Promotion of Organic

Vegetables

During the year, the VMO continue
collaborating with the Agriculture,
Fisheries and Conservation

Department to encourage local
farmers to grow organic vegetables to
meet market demand. VMO
marketed the organic vegetables to
hotels, hospitals, supermarkets and
specified sales outlets.

AFCD’s inspectio to
local organic farms
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Introduction of new
varieties of vegetables

During the year, the VMO collaborated
with the Agriculture, Fisheries and
Conservation Department to introduce
new  vegetable  varieties like
mini-cucumber, asparagus lettuce and
garden pea into the Hong Kong market.
Through the VMO promotion, these
new varieties received good response
from the market.

Garden Pea
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Commitment to
Environmental

Protection

The VMO is committed to
economizing the use of resources and
reducing  pollution. We have
implemented green office practices
and various measures on waste
minimization such as collection of
used paper and foam boxes at the
market for recycling. To reduce
wastage, the VMO also purchased
some of the high quality surplus leafy
vegetables for production and sale as
dried vegetables.

In addition, the VMO is collaborating
with the Environmental Protection
Department to study the feasibility of
converting dumped vegetables to
organic fertilizer.
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PERFORMANCE AND
ACHIEVEMENT

In  2000/2001, the VMO market
remained the busiest and the largest
fresh leafy vegetables wholesale
market in Hong Kong. Throughput
in the year reached 263,797 tonnes,
representing about 45% of all
vegetables wholesaled in Hong Kong.
It provided services to 221
wholesalers and 1,963 buyers and
supplied premium vegetables to 85
customers and 243

Detailed

contract
accredited retailers.
information on the throughput by
quantity, value and price is at

Appendix 3.

The VMO made a surplus of
$16,507,738 during the year. The
Auditors'

Report, Income and

Expenditure Balance
Sheet, Cash

Statement of Recognized Gains and

Account,

Flow Statement,

Losses and Notes on the Accounts
for the financial year 2001-2002 are
at Appendices 4 to 9 respectively.
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Summary of annual throughput

2,621 2,616 2,646 2,638

97/98 98/99 99/00 00/01 01/02
F 3 Year

348 (1009F) Throughput (100 Tons) FHEET S geE T Number of buyers

P A 2 B A O
Summary of surplus and expenditure

0 626 62.1

5
8

(1)
$ (Million)

w
o

HK
8

97/98 98/99 99/00 00/01 01/02

% Year
W 276% Surpluses ™ £EifF Y Operational expenses
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MEETING FUTURE
CHALLENGES

Given the trend of abundant supply
of vegetables, the vegetable price is
likely to remain low. In the light of
the increasing trend of direct sales of
vegetables through  supermarket
chains and keen competition from
other  wholesale  markets, the
commission income of VMO will
continuously come under pressure.

The VMO will continue to improve
its productivity and streamline its
operation  procedures. It  will
implement office automation to
upgrade its accounting and sales
system in 2002 — 03 with a view to
providing  better  services to
wholesalers and buyers.

Computerization of Account Section
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HRESRERZ BB A
The Organization Chart of the Vegetable Marketing Organization

®ERREK
Director of Marketing
L GAEMMER &
| Marketing Advisory Board
M3z
General Manager
R TR
Senior Manager
CIES I 355 % S5 RELRE 3t
Premium Market Operations
Vegetable Section Section Residue Testing Accounts Section
Laboratory

3 48 3 548 38

BP e Wik (FHH5R) (&1

Customer Su (éhnl::o Market Manager Market

Accounts Manager g ficer y (Technology Manager
Support) (Accounts)

18 4 5 B 139 13k 8 7 4k 8 67 45k B
¥ £ TAF LES S 7 Staff ¥k B TAE

18 Staff 139 Staff 67 Staff

in 2 shifts in 3 shifts in 2 shifts

Remark :  Total no. of staffin VMO as at 31.03.2002 is 237

sk . A£2002F3A318 BEKTREXAALT2TA
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REHMRLAR LA R 2 REFF
MEMBERSHIP AND TERMS OF REFERENCE OF
THE MARKETING ADVISORY BOARD

B - 7
Terms of reference

RYAR AR § - B U

AL TRELL

JE - L | girﬁf?ﬁivﬂ?éﬁ%’/f@%,@é%ﬁﬁ— 7§ IE

The board is a statutory consultative body for advising the Chief Executive upon any matters

referred to it by the Chief Executive or the Director of Marketing.

Lt hg~0
Membership

iR

Chairman

42 R <~ T ¥ 1

(A4 A )

Mr. CHAN Chun-yuen, Thomas, J.P.. (Director of Marketing)

= R
Members

S e
Mr. Wong Ka-wo, Simon

(I SR gl <
Professor HO Suk-ching, Sara

#Foov o A& 4
Mr. TAM Siu-sing, Tony

S Sl
Mr. TANG Nuen-fun

(e e
Mr. TO Wo

Biog L2
Mr. LAW Yu-bor

EEHFREFR2PARE FTEREE
Group Chairman and Managing Director of Kampery
Development Ltd.

LA S - 0 o
Professor of Marketing at The Chinese University of Hong
Kong

W W FE P ORL B oA
Assistant Managing Director and Treasurer of Federal
Restaurant Group

PR EFAMN L TAG A EME AT L
Chairman of the Federation of Vegetable Marketing
Co-operative Societies, Ltd.

BB EEAM L AT UF EH A MY - BT L
The First Vice-Chairman of the Federation of \egetable
Marketing Co-operative Societies, Ltd.

R EEAL L TG UF EM LAY - BIZEL
The Second Vice-Chairman of the Federation of Vegetable
Marketing Co-operative Societies, Ltd.
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Appendix 4

AUDITORS’ REPORT TO THE
DIRECTOR OF MARKETING ON
THE ACCOUNTS OF THE
VEGETABLE MARKETING
ORGANIZATION

(established under the authority vested in the
Director of Marketing by the Agricultural
Products (Marketing) Ordinance, Chapter
277)

We have audited the accounts on Appendices
5 to 9 which have been prepared in
accordance with accounting principles
generally accepted in Hong Kong.

Respective responsibilities of Director of
Marketing and auditors

The Agricultural Products (Marketing)
Ordinance, Chapter 277, requires the Director
of Marketing to keep proper accounts and the
Director of Marketing has resolved that the
accounts shall give a true and fair view. In
preparing accounts 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
accounts and to report our opinion to you.
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Basis of opinion

We conducted our audit in accordance with
Statements of Auditing Standards issued by
the Hong Kong Society of Accountants. An
audit includes examination, on a test basis, of
evidence relevant to the amounts and
disclosures in the accounts. It also includes
an assessment of the significant estimates and
judgements made by the Director of
Marketing in the preparation of the accounts,
and of whether the accounting policies are
appropriate to the circumstances of the
Organization, 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
accounts are free from material misstatement.
In forming our opinion we also evaluated the
overall adequacy of the presentation of
information in the accounts. We believe that
our audit provides a reasonable basis of our
opinion.

Opinion

In our opinion the accounts give a true and
fair view of the state of affairs of the
Organization as at 31 March 2002 and of its
surplus and cash flows for the year then
ended.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 12 July 2002
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INCOME AND EXPENDITURE ACCOUNT
BE-—S =% =H=+—8LEE
FOR THE YEAR ENDED 31 MARCH 2002

#4003 Operaling income
M4 E Commission
w{H Rebate

A WHE B PRE  Netincome on sale of premium vegetables

EEEHEE Sale of premium vepetables
FEA A Cost of goods sold

I EF] Gross profi

gl A Commission income

AR A HY Direct operating expenses

S & Sundry income

JE# Fir s Non-trading income
SATHFRAIAALE Interest income on bank deposits
ks & Other income

ik # Total income
246 & Operating expenses
B B i dh# Salaries, wages and other benefits

HH® General working expenses
s - A HTERMA Rent, rates and permit fees
EpE & % L% Pnnting and stationery
AL Utility services
4 A 4EE Mamtenance and minor improvements
£ 8 Vegetable baskets
A RATH Stores and equipment
sl & Miscellaneous expenses
B T i# Stafl welfare
Hxsgol Staff training
fit® Travelling expenscs
p i MR H1M Protective clothing and wniforms
e Insurance
BB B & Auditors' remuneration

{54 H Balance camed forward

i 1x
Note

2002
B
HES

85,403,657
(29,724,653

55,679,004

12,863 918
(9.015,191)

3848727
123
(57.114)

31791736
LET9.614
61,350,354

BI1ZBO13
34,657

B 182,670
69,553,024

(42,398 507)

(1630313
(232.944)
(7TRO.864)

{1,106, 0801

40,0080
(337.967)
(271,347
(243214

(27,9100
(100,045)

{7190
(164,359
(153,900

(5,126,133

(47,524,640)

Vs T
Appendix 5

2001
&L
HK$

78,627 665
(27.335.265)

51,292 404

13639333
(B981.4100

4,657,925
20,275
(92.078)

4,586,122
2,098,386
57,976,908

14,103, 100
105,777

14,208,877
72,185,785

(43,762,879)

{1,661,990)
(216,332)
(T73.514)
(250,486)

(27,200
(360.034)
(278,827)
(2533,388)

(21.960)

(98,068)

(% %62)
{131,560}
{184,9001

(4.277.341)

(4%,040,2200
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VEGETABLE MARKETING ORGANIZATION

W % 48 A

INCOME AND EXPENDITURE ACCOUNT

£ E—_FEF-_F=H=+4—81LFH&(H)

FOR THE YEAR ENDED 31 MARCH 2002 (Continued)

2002 2001
fhy 3£ # L
Note HKS$ HK$
AT 457 Balance brought forward (47.524.640) (48,040.2200
% 3§ R Compensation for lost vegetables - (2,346)
TR Market security (711,%02) (779, 15%)
{45 % Transportation expenses (3,021,065) (3,331,074)
if % Depreciation (835,415) (850,633)
FW A A S h4 0k Subsidy to federation and (610,427} (676.871)
co-operative societies
Fldn B = M % Publication and publicity (30,000) (88.268)
& 84 & Grants-in-aid (109,101} (102,783)
W6 Provision for doubtful debts (104,071) i
%A Legal fees (39,500) (15,950)
(52,986,021) ({53,887 333
Hib % & Other expenses
t B % W & A4k Loss on disposal of fixed assets (39.265) (15.269)
# % i Total expenses (53,025,286) {53,902,602)
A4 & B # Surplus for the vear 11 16,507,738 18,283,183




oA 2R
VEGETABLE MARKETING ORGANIZATION

WA RWA
BALANCE SHEET

S _—_F¥=H=4+—8¢H
AS AT 31 MARCH 2002

El & % & Fixed assets

il % & Current assets

7 Stocks

BB WAk A B 4] 8 Loans and interest receivable

from farmers

ML A A AT Accounts receivable and prepayments
47 {E 4 A $ 8B 4 Cash at bank and in hand

8 B Current liabilities

M4 3 R 5 A Accounts payable and provisions
Fie 0 AL P-4 Provision for long service payment
i ¥48 W Ade & Vepetable buyers' deposits

W AP Net current assets

&4 Represented by :

— 4% & & General Fund
EAEME Accumulated surplus

#481 &% Specific funds
#h 4 ih & M AF F & £ & Funds provided from extemal

sources for capital expenditure
HH AR W8 A& VMO Loan Fund

I R s AR R W 4R A& VMO Agricultural
Development Fund

FE M8 & & Non-current liabilitics
Fo 0 L 4R 6 Provision for long service pavment

Mg R R K FRELR
(Signed) Thomas C Y Chan  Director of Marketing

FR ¥ —_FLH+-8
Hong Kong. 12 July 2002

i 1%
Mote

1o

11

10

Fi 45

Appendix 6

202 2001

B L

HE% HE%
3,372,115 3,274,933
479424 602,144
3,200 427 2722172
5,257.219 10,046,128
369470715 343 363,266

T8 416.787

356,733,710

(11,893.126) (6.784.540)
(441.036) (505.719)
(5.041.778) (4,902.005)
(17.375.940) (12.192.354)
361,040 %47 344 541,356
364,412,962 347.816.289
251,505,075 234,997,337
1.764.104 1.764.104
10,454,918 10,256,999
93,684,271 93,820,167
105,903,293 105.841.270
7,004,504 6,977,682
364,412,962 347.816.289
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VEGETABLE MARKETING ORGANIZATION

HeEmE i
CASH FLOW STATEMENT

2 -_FT-_4=ZH=+-—-8LHE R
FOR THE YEAR ENDED 31 MARCH 2002

i
Note

BEFEBRLBAIR 12{a)
Net cash inflow from operating activities

4% 9 O AL A R AR L AR
Net cash inflow from returns on investments and servicing of finance

B4 #].8 Interest received
W F®H Investing activities

A B & & Purchase of fixed assets
& B & A& A Proceeds from sale of fixed assets

A3 3E A B M 00 SR4T M7 AR B/ (A ) B
Met withdrawal/{ placement) of fixed bank deposits with maturity

over three months

FEFER R R AL Ul d ) # SR Net cash inflow{outflow) from
investing activities

e B IR A F A A o/ ()
Increase/{decrease) in cash and cash equivalents

41 AEAREF il
Cash and cash cquivalents at | April

3A3 B & Re RN & ¥ @ 12(¢)
Cash and cash eguivalents at 31 March

rﬁ,ﬁ-;

Appendix 7
2002 2001
# 7 # T
HKS HKS$
15,416,791 6,162,283
11,021,390 13,938 711
(978,429) (761,942)
10,200 22,298
71,260,000 (20,270,000)
70,291,771 (21,009,644)
96,729,052 (908.650)
5,810,958 6,719,608
05,720 052 (908,650}




R # OB R
VEGETABLE MARKETING ORGANIZATION

A Ak

STATEMENT OF RECOGNISED GAINS AND LOSSES
# 2%t £t -5 = =4+—8 4tk 8K
FOR THE YEAR ENDED 31 MARCH 2002

'ﬁ'ﬁ'z‘ AN
Appendix 8

2002 2001
MEREE HEne
et ERERLe —-Rii it it
VMO Agricultural
VMO Development General
Loan Fund Fund Fund Total Total
£ E ¥4 E T4 E 2 4 B
HES HES HKS HKS HES
( Wi 7) ( f41E 8) { it 11)
(note7) (note 8 ) (note 11)
Bkt it Bl dn g - - 2113
Rental income from land rehabilitation scheme
HAHE  Interest income 283,683 3140319 - 3424002 5.987.148
S Other income - 1.200 - 1.200 -
MU E3 Bad debts written off (1,259) - - (1,259) =
ARl Provision for doubtful debts (84.505) - - (84.505) {177.500)
Pl et 8 Land rehabilitation scheme
4R Repairs and maintenance - (17.457) - (17.45T) (25.790)
fdr Rent - - - - (2.113)
W0 E T AdSH  Loss on disposal of fived - - - - (3.639)
amsels
# %  Depreciation - (11,667) - (11,667) (14,022)
ERAAS LML ®A  Construction - (254.511) - (254,511.0) -
and imp of cultural facilities
0 RS R AR Promotion and - (1.345,907) - 1,345,907y (511,870)
development of the Accredited Farm Scheme
SFRMEEEAEEA  Controlled -Environment - 407,223) - (407,223) (1,358.393)
Greenhouse Production
PHESASKT P CREREE - - - - (194,612)
Refurbist of the Agricultural Exhibition Hall at LNEC
GREMART - (1.237,550) - (1.237,550) (912.348)
Promotion of Organic Farming
it Others - (3,100 - (3.100) (300)
A RN st 2 B Gains/(losses) 197,919 (135,896) - 62,023 2788.674
not recopnised in the income and expenditure account
Btk R Adm b Btk Suplus for the - - 16,507.738 16,507,738 18,283,183
year recogused i the meome and expenditure account
100 M Total recognised gains and losses 197,919 (135,896) 16,507,738 16,569,761 21,071,857
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Appendix 9

VEGETABLE MARKETING
ORGANIZATION

NOTES TO THE ACCOUNTS

Status of the Organization

The Organization is formed under the Agricultural Products
(Marketing) Ordinance, Chapter 277 which requires that, in
the Kowloon Area and in the New Territories Area,
vegetables be bought or sold wholesale at the wholesale
vegetable market operated by the Organization. A vegetable
seller shall pay to the Organization, for the services
provided in respect of such sale, a commission at the rate of
ten per cent of the price for which the vegetables are sold.
The amount of commission income accruing to the
Organization therefore depends significantly on :
(i) the degree of the vegetable sellers’ compliance
with the Agricultural Products (Marketing)
Ordinance by bringing their produce into the
Organization’s market for sale; and

(i) the market conditions prevailing in the market
which influence the sale price of the
vegetables.

Principal accounting policies

the

The principal accounting policies adopted in

preparation of these accounts are set out below:
Basis of preparation

The accounts have been prepared under the historical cost
convention and in accordance with accounting principles
generally accepted in Hong Kong and comply with
accounting standards issued by the Hong Kong Society of

Accountants.
Recognition of income

Commission income is recognised based on
the price of the vegetable transactions
concluded in the Organization’s market on an
accruals basis. Commission income is reduced
by rebates which is recognised at rates ranging
from 3% to 4% based on the price of the same
vegetable transactions.

Interest income on bank deposits and loans to
farmers is recognised on a time proportion
basis, taking into

Interest income on bank deposits and loans to
farmers is recognised on a time proportion
basis, taking into account the principal
amounts outstanding and the interest rates
applicable.
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VEGETABLE MARKETING
ORGANIZATION

NOTES TO THE ACCOUNTS
Principal accounting policies (Continued)

Operating leases

Leases where substantially all the risks and rewards of
ownership of assets remain with the lessor are accounted
for as operating leases. Rentals applicable to such
operating leases are charged to the income and expenditure
account on a straight line basis over the lease term.

Fixed assets

Fixed assets are stated at cost less accumulated depreciation
and accumulated impairment losses. Depreciation is
calculated to write off the cost less accumulated impairment
losses of fixed assets over their anticipated useful lives on a
straight line basis at the following annual rates :

Land Over the remaining period of the lease

Buildings: Cheung Sha Wan 5%
Vegetable Market
Buildings at depots 10%
Furniture, fixtures and equipment 10%
Motor vehicles 20%
Machinery and others 20%
Stocks

Stocks are valued at the lower of cost and net realisable
value. Cost is the purchase cost computed using the first in
first out method. Net realisable value is determined by
reference to the sales proceeds of items sold in the ordinary
course of business subsequent to the balance sheet date or to
management estimates of selling prices based on prevailing
market conditions.
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VEGETABLE MARKETING
ORGANIZATION
e
NOTES TO THE ACCOUNTS
R ENE D)
(f) * :,EJI PR§$£ ﬁpﬁ 2 Principal accounting policies (Continued)
RS R e A 0
VRG22 EEFE A it F
EEG T TR S AT
SISV RE TN R
T RFEZHEER -
iﬁu%f

Provisions for long service payment

EH(%5TH)E K

ERCI N e R A

/Wfdﬂﬁﬁ%ﬂ’
Fm <

i

Provisions are recognised when the Organization has a
present legal obligation as a result of past events, it is
probable that an outflow of resources will be required to
settle an obligation, and a reliable estimate of the amount
can be made.
payment to
gl R R RN N
PFEAGEDIRIFLELRR D
LR IR R
BITESp I FIRBED R
b PRI £33 E
BB 1Tk
£ HPPRGR & e

B A e
T

The Organization recognises provision for long service
its employees

Employment Ordinance(Cap.57) upon the termination of

in accordance with the
the employment, or retirement when the employees fulfill
certain conditions and the termination meets the required
circumstances. The provision is calculated based on the
long service payments that are required to be made to the
employees by the Organization in respect of their services
up to the year end as reduced by certain benefits arising
from the Organization’s retirement schemes
* L
ié- In prior years, provision of HK$1,075,000 had been made
in the accounts whereas the remaining estimated liability
has been disclosed as a contingent liability. This represents
, . » . a change in accounting policy as a result of adopting SSAP
A E B2 PP T @ * 28 “Provisions, contingent liabilities and contingent assets
P - R The new accounting policy has been applied retrospectively
oS AT
l 075 000; :Fﬂ '75 > m ~ and comparatives have been restated accordingly. The effect
= )J- ) R £ is to decrease the accumulated surplus as at 1 April 2001
[ o
é s 4 ;}?} % " é 3‘51‘ and to increase provision for long service payment as at 1
“P\ g Ry 288 Mg E‘« F April 2001 by HK$6,408,777
7% 2, A >1
fRr T A AP F 0§37
A& BN >
2 ¢ %oﬁ?g b N R 3 Taxation
PoRE N LG B E
ATARE E5 R - R F
SEw o Eh B e
6,408,777# ~ » @ = & — &
- pz2 REPIRIF &
3 e e — BHF -
3. A&

BRI 0 F]
# oo

No Hong Kong profits tax has been provided as the
Organization is exempted under Section 87 of the Inland
Revenue Ordinance, Cap 112, from any tax chargeable
under the Ordinance.

d 054 B B % 112 § 4
FEIE ) % 87 iF

v LY BB

’?“ﬁ?
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VEGETAELE MARKETING ORGANIZATION
M B i
NOTES TO THE ACCOUNTS

4 W R

Met income on sale of premium vegetahles

FEAMEEE AR R LT

The income and expenditure on the sale of premiwm vegetables for the vear are as fidlows :

d A Income

SWAEHN  Saleof premium vegetables

S WAk Costof poods sold

HinE W Opening stock
BE Purchases

mAFH  Closing stock

5% L4  Gross profit
& A Commission incomse

Hdgs &4 Direcl operoling expenses
8% @M Rebates

#L4T F 4 ® Bark charges

B¥® M Handling fees

B WA Declaration charges

Sfag c EHAGFTERA  Rent, rates and permit fees

2002 2l
T = E A
HES HES
12863918 13,639,333
43713 35,332
9,002,703 B985, 791
9,046,416 9,025,113
(31.225) (43.713)
013191 BORL 410
3 R48, 72T 4,657,925
13 20275
3848 830 4,678, 200

(37.114)  (87.392)
2 (150}
2 (4461
= (75)

(37,114 (92,078)

3,791,736 4,586,122

AR A 0 e 630,500 B A(EE — 5 630,500 AL A4 E LN -
Operating lease rental for Tand and buildings amounting to HES630 300 (3000 HES630,300) was included in this expenditure item.



WORE R EF R
VEGETABLE MARKETING ORGANIZATION

W H fiy 1
NOTES TO THE ACCOUNTS
6 BERE
Fixed assets R
(&3 L% T
R VMO Agricul tural
Market and depots Development Fund
I ES S R ABEA R -HEE
¥ RE £ X e L5 AR i
Lenschold Furniture Machinery Furniture,
lanl and anil Irtaw amd fixturis and
buildings fixtures vehicles oihers Total ex|uipmeni Total
A HKS i AHKS # AHKS i AHKS # AHKS # A HES #AHES
WARE Cost
2001EE4H 1H 4440130 T A6, 006 49258064 206579 17.023.779 205221 17.225,000
At T Apnl 2001
Hug Additions - 5,825 350024 22680 GTRA4I9 15,3000 993,729
14 Disposals 7 (326.009T) (3TE.812) (43.128) (T48,037) (24,0200 (TT2.05T)
20025E3H3H 4,446,130 T.715,734 4,909,176 183,131 17254171 1496, 5011 17,450,672
At 31 March 2002
Foibii
Accumudatid depreciation
200154 H 1H 4,323 565 4 844317 4 ARG 335 L6080 13818415 135,652 13,954,067
At 1 Apnil 2001
s R ] 2048 626,769 181,617 24381 #35415 11667 B47.082
Charge for the year
FE LR 40 - (2T6.944) (3TRR12) (42816 (608,572} (24,0200 (122,592)
Written back on disposals
202FEIH3IHE 4336317 5,054,142 43292340 142459 13955258 123390 e JAnTR ST
Av3IMarch 2002 - -
W S Net book value
20024E3H3IH
At 31 March 2002 119813 2521592 616,816 A0672 3298913 73,202 3372115
20015E3H31H 122 461 2601689 438320 42 685 3203364 69, 565 3.274.933
Al 31 March 2001

ES LR RN S E I P

The Organization's leasehold land s beld under mediun-term lease in Hong Kong.

{ nole® )

m_
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VEGETABLE MARKETING ORGANIZATION
Mk B iy 3£

NOTES TO THE ACCOUNTS

BEmERENRES
VMO Loan Fund

#F. 4 Capital

4818 #4524 Accumulated surplus at 1 April

ER Gat# 8 # Interest income on loans to farmers
MAFESA AR Interest income on bank deposits

HEEE H1 40 Bad debts written off
FEEEM Provision for doubtful debis

A4 B4 Surplus for the year
I3 BEAE R4 Accumulated surplus at 31 March

THRABEREVETFHRE L2 TWEARAMNCLEATE

At (RN W AR AR M:
The VMO Loan Fund is represented by the following assets and
liabilities which have been included in the assets and liabilities in
the balance sheet on Appendix 6 .

MR ¥ AL VMO Loans
® B 4% Loans to farmers
B # 8 Acerued nterest

MR Provision for doubtful debts

Wik A Current assets
B 5 Accounts receivable
T4 Cash at bank

M T A& P Net current assets
& $ 4 Net assets

FETE IR ST TS TS Y LN R

2002
T
HK$

2,608,000

7648959

109,347
174,330

283,683

(1,259)
(84,505)

197,919
T840,918

10,454,918

3,605,925
111,798

3,717,723
(308,296)

3,200,427

7.961
7,237,530

7,245,491
10454 918

2001
T
HKS$

2.608.000

T.332,168

130,141
364190

494,331

(177,500
316831
7.648.999

10,256,999

3,086,525
112,672

3199197
(477.025)

2,722,172

61,773
TAGT 054

7,534 827
10,256,999

The Vegetable Marketing Organization Loan Fund was set up for making loans to farmers Tor produciive purposes.
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VEGETABLE MARKETING ORGANIZATION

Mk B fiy i
NOTES TO THE ACCOUNTS
BERETREFHRES
VMO Agricultural Development Fund
# & 2002 20111
Mote # L
HES HES
& Capital XU TOLOM 000
4A 18847 54 Accumulated surplus at | April 23,820,167 21,348,324
LA Income
B s 49 o &) & R i A Rental income from land rehabilitation scheme - 2113
TR A) B 8 Interest income on bank deposits 3140319 54923817
S Other income 1,240 -
3141519 5494 930
# & Expenditure
B4 Land rehabilitation scheme
£ 4% 545 Repairs and maintenance (17457) (25, THN)
4 Renmt (2,113
# 1 Bl & W # #5%k Loss on disposal of fixed asscis 3 (3,630
4 % Depreciation {11.667) (14.022)
HuAnbeR EEase® A Construction and improvement of (254511 -
communal agricultural facilitics
15 8 1 6t &1 45 5 & 4% 8 Promotion and development of the 3 (1.345.907) (311.870)
Accredited Farm Scheme
SREEBEHELEE Controlled-Environment Greenhouse Production {407.223) (1,358,393)
FARAN A BT oo KR TN Refurbishmeni of the Agriculiural - (194,612)
Exhibition Hall at LNEC
M A48 % Promotion of Organic Fanming ) (1,237.550) (912 348)
L 4E Others (3,100 {3(HN)
(3277415 (3,023,087)
A (5 #h ) 5 # (Deficit)/surplus for the vear (135896) 3 471,843
3H 31 A AT B Accumulated surplus at 31 March 23,684,271 23,820,167
93.684.271 93,820,167




MR ® R

VEGETABLE MARKETING ORGANIZATION
BE B f§ i

NOTES TO THE ACCOUNTS

RERERBEERALSE (B)

VMO Agricultural Development Fund (Continued)
# &t
Nate

FHALREZFRSEREFALA 2 WAR AN A AWA AN L
(M) WAR B RERTRA -

The VMO Agriclural Development Fund is represented by the following asscis
and liabilitics which have been included in the assets and liabilitics in the balance
sheet on Appendix G

B % & Fixed assets 6
ME W & Curment asscts

f# W Stocks

ML B AT Accounts receivable and propayments

#4775 8 Cash ai bank

A Current liability
BT Accounts payable
W A B Net current assels

W& $4i Net assets

2002 2001
o £
HK$ HK$

73,202 69,569
294,028 351975
06,743 L175.611

93,152,275 92,285,254

93,753,043 93,812,840
(141,974 (62,242)

93,611,069 93,750,598

93,684,271 93,820,167

HRRAEREGREESAT B RMUT LT R R ARG R R Rodi et guaadon
ERfue LTRRAAFESALEMUG  HAREALEEATAY  RARY -
The Apgriculiural Development Fund was set up for promoting local agriculiure through Gnancing or subsidising various
agricultural research and development projects, agriculiural land rehabilitation scheme, construction and improvement of
communal agriculture facilities, vocational training for firmers and agricultural workers, exhibitions and other publicity

means (o promote agriculiure,
s tiein#) Staff salaries. wages and other benefits

BT B A T 3 T T O -y -

Salaries. wages and other benefits amounting o HE$673, 5472001 - HKS0) have been included in this expenditure

item in respect of the Agricultural Development Fund .
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HE®RER
VEGETABLE MARKETING ORGANIZATION

M B fif i
NOTES TO THE ACCOUNTS

o B RLE 2
Provision for long service payment

2001/200044 A1 8 &7, d= ol 240 Balance at 1 April 200172000,
as previensly reported
st F288% > B Effect of adopting SSAP 28

2001/20004-4 A1 8 & 77, & % 7] Balance at 1 April 200072000, as restated

2000-01 & BE 38 4%, 4097 L4 Provision for 2000-01, as previously reported
fRay ot ] F2REE > B4 Effect of adopting SSAP 28

2000-01 4 5 454§, 32 & 3 Provision for 2000-01, as restated
2001-02 55 5 30 #H-#% Additional provision for 2000-02

M M 4L Less ; amounts utilised

2002/2001 43 A 31 8 254 Balance at 31 March 20022001

5 4l #8090 = 4 4 Analysis of total provision
Ak # # A i Non-current

— k& - TR A4 General fund - accumulated surplus

HATTEREES 7, Balance at | April 2001,/ 20400,
as previously reported
Hmdro R RIRM = B Effcct of adopting SSAP 28

RO AON0F4 A1 8 &1, Balance at 1 April 2001/2000, as restated
oD EE AL 5 Surplus for 2000-01, as previously reported
ot n RIBR = B F Effect of adopting SSAP 28

SO0 )| R, Surplus for 2000-01, as restated

2001-02 4 B R & Surplus for 2001-02
20022000 £3 4 3] 8 445 Balance at 31 March 20022001

X1

X1

fiiek
Mote

A1

2 f)

2002 2]
L #
HKS$ HE$
L074.624 -
6,408,777 6,397,359
6,408,777 6,397,359
1,074,624
11.41%
LOB6.042
467,948 E
(305,719} -
6,37 1006 7483401
7004, 594 6,977,682
441,036 05,719
7445630 7.483.401
2002 W11
# *®
HKS HE%
241,406,114 213,111,513
{6,408, 777) 16,397,359
{6, 408,777} 16,397,359
- 18,294,601
- (11.41%)
- 1%,283, 183
16,507,738 -
10098, 961 11885824
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VEGETABLE MARKETING ORGANIZATION
Ak B i

NOTES TO THE ACCOUNTS

12 A4 n & &M
Motes to the cash flow statement

(a) 384 F BB WA P R e
Reconciliation of surplus for the vear to net cash inflow from operating activities

£ &5 58 Surplus for the year
&AM HLEE & Long service pavment paid
£ B AR FF £48 4§ Provision for long service payment

AR LA B Inferest meome on hank deposits

A7 % Depreciation

RO Provison for doubtful debis

& % B2 W # 5 Loss on disposal of fixed assets

# W & ¥ Decrease m stocks

B R R AR A Decrease in accounts receivable and prepayments

P 4ot TR R R e ST ) Increase S (decrease) in accounts payable and

PrOVISIONS
MR W AL S /38 ) Increase / (decrense) in vepetable buvers' deposits

2 4 F 8 A AL I Net cash inflow from operating activities

) ERNEEREFAHWMBHA L& B8
Reconciliation of surplus of specific funds to cash amd cash equivalents
L

MEAYE L s VMO Loan Fund

F 0 F B Surplus for the vear

HE W ] 4 Bad debis written off

F0  % Provision for doubtful debts

BB B A A A oY (Increase) /decrease in loans to farmers

and accrued interest

B Tl O A Decreas/(increase) in accounts receivable

B A R Decrease in accounts pavable

AT M FE AR (4580780 Net withdrawal/{placement) of fixed bank deposits
i B A F P Ao/ 350 ) [nerease(decrense) in cash and cash equivalents

1A 18 & B & AW 4 Fid Cash and cash equivalents at | April
3R 8 W& A W& ¥id Cash and cash equivalents at 31 March 12(c)

HEAPEEFSRES VMO Apriculiural Development Fund

Fde R B8 (Deficut)surplus for the vear

% Depreciation

% E ¥ A d54k Loss on disposal of fixed assets

M R R R Y Decrease in accounts receivable and prepayments

At T e ) Increase S (decrease) maccounts pavable

£ W #% ¥ Decrease in stocks

AT S0 A AR AR U RS0 Net wathdrawal/{placement) of fixed bank deposits
R W & Purchase of ived assets

IR B i B e/ 38 <P ) Increasedidecrease) in cash and cash equivalents
4R 18 &8 & & W4 K fidh Cash and cash equivalents at | April
JR3 8 el B & K44y Cash and cash equivalents at 31 March 12(c)

2002 2001
# A
HE$ HKS
16,507,738 18,283,183
(505,719 -
467 948 1086042
(8,128,013 (1, 103, 101
Bi5.413 B30.633
104,071 -
39265 15,269
64, THR 26,310
862,781 251,783
5,028 854 (243,394)
139,683 i4.443)
15,416,791 6,162,283
2002 2001
A #; L
HK% HES
197,919 36831
1,259 -
84,505 177,501
(573,019 17,844
58,812 {20,580
. (35}
1,550,000 (550,001
1,320,476 {38,440
5,917,054 5975494
7,237,530 5917054
(135.896) 2471843
11667 14,022
- 3.639
RGE RAGR 116,743
79732 (1.534,166)
57.950 13,775
11,480,000 13,330,004
(15,300 {33, 190)
12,347,021 (2,277.334)
3,254 2,282,588
12,352,275 5,254
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NOTES TO THE ACCOUNTS

N T

Notes to the cash Mow statementcontinued)

HEAREFathEf ot
Analysis of balances of cash and cash equivalents:

%745 4L & F 3.4 Cash at bank and in hand

ik Less

— i % & General Fund
#2318 B B8 &) & W 5 Time deposits with maturity
over three months

AT eSS AT HEE

Cash at bank - VMO Loan Fund
WA A M 4EF 44 Cash and cash cquivalents
AZBIE B B0 & 8158 Time deposits with maturity
over three months

WATHM - AR EFRREFRLE

Cash at bank - VMO Agricultural Development Fund
4RI 4& F 4 Cash and cash cuivalents
A2 IE B 2] 0 ¢4 E 815 4 Time deposits with maturity
over three months

i 4448 Capital commitments
FAR=FFEARANKBRZARLAR T

i GE
Mot

12{b)

12{b)

2002 2001

i &

HES$ HES
369.470.715 343.363.266
(166, 540,004 {237, 800,000)
(7.237.530) (5.917.054)
= (1.550,000)
(12,352.275) (5.254)
(RO KO D) (92, 280,000)
102,540,910 5810958

At 31 March 2002, the Organization had capital eommitments outstanding and not provided for in the

accounts as follows:

34 # Contracted for
A @ & 4 # Authorised but not contracted for

2002 2001
L E A
HES HES

- 319,900
8. 0D DM -
ERUUIRVLH 319,900
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Appendix 10

AUDITORS” REPORT TO
THE TRUSTEE ON THE
ACCOUNTS OF THE
AGRICULTURAL
PRODUCTS SCHOLARSHIP
FUND (“the Fund™)

(established under the Agricultural
Products (Marketing) Ordinance,
Chapter 277)

We have audited the accounts on
Appendices 11 to 13 which have been
prepared in accordance with accounting
principles generally accepted in Hong
Kong.

Respective responsibilities of the Trustee and
auditors

The Agricultural Products (Marketing)
Ordinance, Chapter 277, requires the
Trustee to keep proper accounts and the
Trustee has resolved that the accounts shall
give a true and fair view. In preparing
accounts 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 accounts and to report our opinion to
you.
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Basis of opinion

We conducted our audit in accordance with
Statements of Auditing Standards issued by
the Hong Kong Society of Accountants. An
audit includes examination, on a test basis,
of evidence relevant to the amounts and
disclosures in the accounts. It also
includes an assessment of the significant
estimates and judgements made by the
Trustee in the preparation of the accounts
and of whether the accounting policies are
appropriate to the circumstances of the
Fund, 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 accounts are
free from material misstatement. In
forming our opinion we also evaluated the
overall adequacy of the presentation of
information in the accounts. We believe
that our audit provides a reasonable basis
for our opinion.

Opinion

In our opinion, the accounts give a true and
fair view of the state of affairs of the Fund
as at 31 March 2002 and of its deficit for

the year then ended.

PricewaterhouseCoopers

Certified Public Accountants

Hong Kong, 26 June 2002
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AGRICULTURAL PRODUCTS SCHOLARSHIFP FUND

R EE A
INCOME AND EXPENDITURE ACCOUNT

BE-—FE-_F=HA=+—0a0LFHK
FOR THE YEAR ENDED 31 MARCH 2002

¥ A Income

£8.47 77 4k # & Interest on bank deposits
5 BR: FE #5455 190 Provision for doubtful debts written back

% i Expenditure

12 35 65 AW 4 Auditors' remuneration
4% 4 2 Scholarships
B 4 & Grants

REF(FdR)/ B (Deficit)/surplus for the year
4R 18 #% B& Accumulated surplus at 1 April

3A31 8 45 B4 Accumulated surplus at 31 March

‘ﬁélﬁ'z‘—" —_

Appendix 11
2002 2001
HT H#IT
HKS$ HKS$
294,422 591,198
35,000 25,000
329422 616,198
(1,000) (1,000)
(432,000) (396,000)
(46,000) (44,000)
(479.000) (441,000)
(149.578) 175,198
2,553,248 2,378,050
2,403,670 2,553,248

gt LA R E RS by A FH 5149, 5788 T

(=FF—F . BHKIT5, 198&T)  AoAa g R aRALT -

No statement of recongised gains and losses is presented as deficit for the vear of
HK$149,578 (2001: surplus for the year of HK$175,198) shown above is the only component.



Appendix 12
RAERNEES
AGRICULTURAL PRODUCTS SCHOLARSHIP FUND
WAEAf&
BALANCE SHEET
2% -4%=H=+—n8
AS AT 31 MARCH 2002
2002 2001
HK$ HK$
HETC HEIL
% 8§ # Interest-free loans
4 A 18 # 45 Balance at 1 April 519,336 647 879
A EHM 2§ # Loans made during the year 40,000 30,000
559,336 677,879
F 4 g > 2 3 Repayments during the year (192619.00) (158543.00)
3 A 31 8 # 77 Balance at 31 March 366,717 519,336
i & S 48 Provision for doubtful debts (55000.00) (90000.00)
311,717 429336
#i# 3 & Current assets
F i 3238 Accounts receivable 13,885 77,074
$8.47 € B9 77 4% Fixed deposits with banks 10,078,000 10,043,000
#4734 Cash at bank 1,068 4,838
10,092,953 10,124,912
## & 1% Current hability
ME {F 418 Accounts payable (1000.00) (1000.00)
;A8 & M Net current assets 10,091,953 10,123,912
10,403,670 10,553,248
# % Represented by :
24 Accumulated fund
HESAE RS E 2L 2% Capital allocated 8,000,000 8,000,000
by the Vegetable Marketing Organization
#77 B4 Accumulated surplus 2,403,670 2,553,248
LR
(Signed) Thomas CY Chan Trustee
5k —FE-_EFEXNA-FX
Hong Kong, 26 June 2002
10,403,670 10,553,248

Vidsr - =
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Appendix 13

AGRICULTURAL PRODUCTS
SCHOLARSHIP FUND

NOTES TO THE ACCOUNTS

General

The accounts of the Agricultural Products
Scholarship Fund are prepared in accordance
with Section 9E(1) of the Agricultural
Products (Marketing) Ordinance, Cap. 277.
The Fund was established for the following
objects:

the provision of scholarships, grants and
loans for the education and training of
persons who are employed in agriculture and
agricultural product marketing industries in
Hong Kong and their families and
dependants; and

the provision of scholarships, grants and
loans for the education and training of
persons who wish to enter the agriculture and
agricultural product marketing industries in

Hong Kong.
Accounting policies

Basis for preparation

The accounts have been prepared under the
historical cost convention and in accordance
with accounting principles generally accepted
in Hong Kong and comply with accounting
standards issued by the Hong Kong Society
of Accountants.

Recognition of income

Interest income from bank deposits is
recognised on a time proportion basis, taking
into account the principal amounts
outstanding and the interest rates applicable.
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