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Our Vision

To see our community enjoy a reliable
and plentiful supply of safe and quality
vegetables and to facilitate the
sustainable development of local
agriculture.

Our Mission

To manage the wholesale vegetable
market with professionalism,
dedication, courtesy and efficiency to:

® secure efficient and  orderly
wholesale marketing of safe and
quality vegetables,

® provide a far and hedthy
marketing environment for traders
to conduct business; and

® plough back surplus for the
improvement of local agriculture.



135

103

OUR ORGANIZATION

As at 31 March 2003, the Organization
employed 135 regular staff and 103
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



Marketing of Accredited
Vegetables

The  Agricultural, Fisheries  and
Conservation Department (AFCD) and the
Vegetable Marketing Organization (VMO)
have jointly run the Accredited Farm
Scheme to supply safe vegetables since
1994. Vegetables farms in Hong Kong
and the mainland which adopt good
horticultural practices and proper use of
pesticides are accredited by AFCD under
the Scheme. Their produce is checked for
pesticide contamination before distribution
to the retail outlets designated by VMO for
sales.

VMO booth in Restaurant and Bar
show 2002
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Supporting Local Agriculture

‘. VMO works in partnership

w with  the  Agriculture,
Fisheries & Conservation

Department to improve local agriculture such
as launching the Accredited Farm Scheme and
the Organic Farming Scheme. It aso ploughs
back its surplus to establish the Agricultural
Development Fund to support agricultural
programmes and development projects. The
Agricultural Development Fund currently has
a capital of $70 million. During the year, the
fund dispensed $4,090,004 to support various
agricultural development projects, including
the promotion and development of the
Accredited Farm Scheme and organic

farming.

q‘f VMO has aso 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 to pursue better education. In
2002/03, it awarded $800,000 in
scholarship, grants and loans to 40 eligible
students. The Auditors Report, Income
and Expenditure Account, Balance Sheet,
Statement of Changes in Fund and Notes to
the Accounts of the Agricultural Products
Scholarship Fund for the financial year
2002/03 are a Appendices 10 to 14
respectively.
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In addition, VMO has 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 80 loans totaled $4,135,000. As at
31 March 2003, the Fund had a capital and
accumulated surplus of $10.33 million.



VMO HOMEPAGE

A new web site was launched this

year. It mainly introduces VMO

products such as organic, accredited,

premium and greenhouse vegetables.

Moreover, the public can obtain the

latest news and promotion activities,
sales outlet, education corner,

funland, etc from the site.

The homepage address
http://www.vmo.org

http://www.vmo.org The new VMO website address is
http://www.vmoproduce.org
http://www.vmoproduce.org
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Newly launched VMO
Produce website
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Market Activities

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

During the year, VMO continued using a
"Good Farmer" cartoon logo to promote
its products including accredited
produce, organic produce and controlled
environment greenhouse  produce.
Besides, VMO aso conducted regular
promotion activities at wet markets and
shopping malls for publicity purpose.

VMO "Good Farmer" allied with "Captain 5-A-
Day" from USA to promote healthy food at
Shek Tong Tsui Market



Promotion of Organic
Vegetables

During the year, VMO continued
collaborating with the Agriculture,
Fisheries and Conservation
Department to encourage loca
farmers to grow organic vegetables to
meet market demand. The organic
vegetables produced were marketed to
hotels, hospitals, supermarkets and
specified sales outlets. Besides,
VMO has aso participated in various
exhibitions and organised talks and
seminars to  promote  organic

vegetables.

Regularly conduct field inspections
with organic farmer



Good Farmer in Food Expo 2002
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7 1 VMO co-operated with Seven-Eleven convenient stores
to promote healthy lunchbox



Jade Chinese Kale

| ntroduction of new
varieties of vegetables

During the year, VMO collaborated with
the  Agriculture,  Fisheries and
Conservation Department to introduce
two new vegetable varieties “Jade
Chinese Kale” and “Japanese Radish”
into the Hong Kong market. Through
VMO's promotional effort, these new
varieties of vegetables received good

response from the market.




(SARS)

Commitment to
Environmental Protection

VMO is committed to saving resources
and minimizing pollution. We have
implemented green office practice such
as adoption of light enhancement
reflector, energy saver and application
of solar control and heat reduction
filmsto all windows.

VMO stepped up hygienic measures to
prevent the outbreak of Severe Acute
Respiratory Syndrome (SARS) and
dengue fever. These include regular
removal of stagnant water, providing
disinfection carpets and keeping toilets
clean.

Light enhancement
reflector

Disinfected carpet




PERFORMANCE AND
ACHIEVEMENT

In 2002-03, VMO market remained the
busiest and the largest fresh leafy
vegetables wholesale market in Hong
Kong. Throughput in the year
260,223 reached 260,223 tonnes, representing
about 41% of al vegetables
wholesaled in Hong Kong. It

225 provided services to 225 wholesalers

1,917 and 1917 buyers and supplied
a3 premium vegetables to 83 contract

customers and 250 accredited retailers.

250 Detailed information on the throughput

by quantity, value and price is a
Appendix 3.

VMO made a surplus of $8,662,039
during the year. The Auditors Report,
Income and Expenditure Account,
Balance Sheet, Statement of Changes
in Funds, Cash Flow Statement and
Losses and Notes on the Accounts for
the financia year 2002-03 are at
Appendices 4 to 9 respectively.

8,662, 039
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MEETING FUTURE
CHALLENGES

Vegetable wholesale price is likely to
remain low in the near future as vegetable
supply continues to be abundant.
Couple with increasing competition from
other wholesale markets and supermarket
stores, potential earnings of VMO will
continue to come under pressure.

VMO will continue streamlining and
improving its operation to increase
efficiency. This year, the Accounting and
Sales System was computerized to
provide better service to our wholesaers
and buyers. The Premium Vegetable
Packaging Centre will also be renovated
and modernized in the financial year
2003-4 with a view to providing better
service to hotels, restaurants and

supermarkets.

Compulterization in the Accounts Section
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Appendix 1

The Organization Chart of the Vegetable Marketing Organization

Director of Marketing

Marketing Advisory Board

Genera |M anager
|
Senior Manager
| | |
Premium Market Operations
Vegetable Section Section Residue Testing Accounts Section
Laboratory
| | | |
( ) « )
Senior Chief
Marketing Supervisory M ?_{_Squ\]g?ggger I\I/\I/Ia?\r;(geér
Executive Officer Support) (Accounts)
| | | |
22 134 7 69
7 Staff
22 Staff 134 Staff 69 Staff
in 2 shifts in 3 shifts in 2 shifts
Remark :  Tota no. of staff in VMO asat 31.03.2003 is 238
2003 3 31 238



Appendix 2

MEMBERSHIPAND TERMS OF REFERENCE OF
THE MARKETING ADVISORY BOARD

Terms of reference

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.

Member ship

Chairman

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

Members

Mr. Wong Ka-wo, Simon Group Chairman and Managing Director of Kampery
Development Ltd.

Professor HO Suk-ching, Sara Professor of Marketing at The Chinese University of Hong
Kong

Mr. TAM Siu-sing, Tony Assistant Managing Director and Treasurer of Federal
Restaurant Group

MissYU Lai-fan District Council Member of I1slands District Council

Mr. TANG Nuen-fun Chairman of the Federation of Vegetable Marketing
Co-operative Societies, Ltd.

Mr. TO Wo The First Vice-Chairman of the Federation of Vegetable
Marketing Co-operative Societies, Ltd.

Mr. LAW Yu-bor The Second Vice-Chairman of the Federation of Vegetable

Marketing Co-operative Societies, Ltd.



QUANTITY, VALUE AND WHOLESALE PRICE OF FRESH VEGETABLES
MARKETED THROUGH THE VEGETABLE MARKETING ORGANIZATION

Appendix 3

LOCAL IMPORTED TOTAL
¢ ) () ¢ ) () ¢ ) ()
() % () % ()
Period Ruantity (Tonne]  Value ($) Average Price Percentage of  |Quantity (Tonne)]  Value (%) Average Price Percentage of  |Quantity (Tonne) Value ($) Average Price
per Kilogram ($)|  Total Quantity per Kilogram ($) | Total Quantity per Kilogram ($)
Marketed % Marketed %

*1987/88 to 1991/92 56,942 142,908,741 251 28.6 142,349 516,865,552 3.63 714 199,291 659,774,293 331
*1992/93 to 1996/97 34,674 101,453,322 2.93 14.7 200,681 824,396,616 411 85.3 235,355 925,849,938 3.93
*1997/98 to 2001/2002, 21,095 53,348,486 2.53 82 236,619 799,729,592 3.38 91.8 257,714 853,078,078 331
4/2002 1,485 2,994,438 2.02 6.6 20,884 51,028,142 244 934 22,369 54,022,580 242
5/2002 1,488 2,778,322 1.87 6.3 21,982 56,446,344 257 93.7 23,470 59,224,666 2.52
6/2002 1,308 2,317,127 177 6.1 20,279 56,209,754 2,77 93.9 21,587 58,526,881 271
7/2002 1,179 2,303,098 1.95 54 20,526 64,347,927 3.13 94.6 21,705 66,651,025 3.07
8/2002 902 2,241,666 249 45 19,252 76,098,401 3.95 95.5 20,154 78,340,067 3.89
9/2002 858 1,870,496 2.18 43 19,178 73,749,182 3.85 95.7 20,036 75,619,678 3.77
10/2002 931 1,874,558 201 43 20,674 73,591,648 3.56 95.7 21,605 75,466,206 3.49
11/2002 1,118 2,235,881 2.00 51 20,691 63,750,452 3.08 94.9 21,809 65,986,333 3.03
12/2002 1,246 2,821,069 2.26 55 21,239 67,189,902 3.16 94.5 22,485 70,010,971 311
1/2003 1,436 3,149,631 2.19 5.9 22,868 70,666,532 3.09 94.1 24,304 73,816,163 3.04
2/2003 1,595 2,647,217 1.66 8.6 16,913 46,139,765 273 914 18,508 48,786,982 2.64
3/2003 1,440 3,099,446 2.15 6.5 20,751 65,286,959 3.15 935 22,191 68,386,405 3.08
TOTAL 14, 98630332949 2.02 5.8 2 45, 2 3784505008 312 94.2 260,223 794,837,957 3.05

5
* Average of 5 years
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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.



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 aso 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 obtan al 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 materia 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 atrue and
fair view of the state of affairs of the
Organization as at 31 March 2003 and of
its surplus and cash flows for the year then
ended.

Pricewater houseCoopers
Certified Public Accountants

Hong Kong, 26 June 2003



VEGETABLE MARKETING ORGANIZATION

INCOME AND EXPENDITURE ACCOUNT

FOR THE YEAR ENDED 31 MARCH 2003

Operating income
Commission
Rebates

Net income on sale of premium vegetables

Sale of premium vegetables
Cost of goods sold

Gross profit
Commission income
Direct operating expenses

Sundry income

Non-trading income

Interest income on fixed deposits with banks

Other income

Total income
Operating expenses
Salaries, wages and other benefits

General working expenses
Rent, rates and permit fees
Printing and stationery
Utility services
Maintenance and minor improvements
V egetable baskets
Stores and eguipment
Miscellaneous expenses
Staff welfare
Staff training
Travelling expenses
Protective clothing and uniforms
Insurance
Auditors remuneration

Balance carried forward

Note

6(a)

Appendix 5

2003 2002

HK$ HK$
79,483,615 85,403,657
(27,685,110) (29,724,653)
51,798,505 55,679,004
13,171,053 12,863,918
(9,573,522) (9,015,191)
3,597,531 3,848,727
- 123
(67,767) (57,114)
3,529,764 3,791,736
1,510,798 1,879,614
56,839,067 61,350,354
4,297,626 8,128,013
28,950 54,657
4,326,576 8,182,670
61,165,643 69,533,024
(39,396,863) (41,756,693)
(1,625,802) (1,630,313)
(317,399) (232,944)
(823,912) (780,864)
(1,078,915) (1,106,080)
(34,624) (40,000)
(399,695) (337,967)
(329,157) (271,347)
(296,395) (243,214)
(8,796) (27,910)
(117,688) (100,045)
(5,525) (7,190)
(244,603) (164,359)
(159,900) (183,900)
(5,442,411) (5,126,133)
(44,839,274) (46,882,826)




VEGETABLE MARKETING ORGANIZATION

INCOME AND EXPENDITURE ACCOUNT

()
FOR THE YEAR ENDED 31MARCH 2003 (Continued)

Balance brought forward

Market security
Transportation expenses
Depreciation
Subsidy to federation and
Co-operative societies
Grants-in-aid
Publication and publicity
Provision for doubtful debts
Legal fees

Other expenses

Unclaimed buyers deposit
Loss on disposal of fixed assets

Total expenses

Surplus for the year

Appendix 5

2003 2002
HK$ HK$
(44,839,274)  (46,382,826)

(665,928) (711,802)
(3,147,445) (3,021,065)
(2,585,462) (835,415)

(511,426) (610,427)

(346,369) (30,000)

(156,210) (109,101)

- (104,071)
(15,000) (39,500)
(52,267,114) (52,344,207
(600) -
(235,890) (39,265)
(236,490) (39,265)
(52,503,604)  (52,383,472)
8,662,039 17,149,552




VEGETABLE MARKETING ORGANIZATION

BALANCE SHEET

AS AT 31 MARCH 2003

Note

Non-current assets
Fixed assets 7

Current assets

Stocks
Loans and interest receivable
from farmers
Accounts receivable and prepayments
Bank balances and cash

Current liabilities

Accounts payable and provisions
Provision for long service payment
V egetable buyers' deposits

Net current assets
Total assets less current liabilities

Represented by :

General Fund
Accumulated surplus 8

Specific funds
Funds provided from external
sources for capital expenditure
VMO Loan Fund 9
VMO Agricultura 10
Development Fund

Total funds

Non-current liabilities
Provision for long service payment
Obligations under defined benefit plan 11(a)

(Signed) ThomasC Y Chan Director of Marketing

Hong Kong, 26 June 2003

Appendix 6

2003 2002

HK$ HK$
11,114,560 3,372,115
363,133 479,426
3,413,160 3,200,427
6,201,905 5,257,219
361,351,218 369,470,715
371,329,416 378,416,787
(10,328,142) (13,662,616)
(212,329) (441,036)
(5,065,496) (5,041,778)
(15,605,967) (19,145,430)
355,723,449 359,271,357
366,338,009 362,643,472
253,084,624 244,422,585
1,764,104 1,764,104
10,332,001 10,454,918
91,068,867 93,684,271
103,164,972 105,903,293
356,249,506 350,325,878
5,938,413 7,004,594
4,650,000 5,313,000
10,588,413 12,317,594
366,838,009 362,643,472




VEGETABLE MARKETING ORGANIZATION

STATEMENT OF CHANGESIN FUNDS

FOR THE YEAR ENDED 31 MARCH 2003

Appendix 7

2003 2002
Note HK$ HK$
4 1 357,408,368 340,838,607
Total fundsasat 1 April, as previously reported
34
Effect of adopting SSAP 34
unused annual leave 2f(1) (1,769,490) (1,557,304)
obligations under 2f(ii) (5,313,000) (6,167,000)
defined benefit plan
(7,082,490) (7,724,304)
4 1 350,325,878 333,114,303
Total fundsasat 1 April, as restated
( ) [/ Net (decrease)/increase in specificfund
VMO Loan Fud 9 (122,917) 197,919
10 (2,615,404) (135,896)
VMO Agricultural Development Fund
( )/ Net (losses)/ (2,738,321) 62,023
gains not recognised in the income and expenditure account
Syplus for the yeer 8,662,039 17,149,552
3 31 Total fundsas at 31 Mark 356,249,596 350,325,878
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VEGETABLE MARKETING ORGANIZATION
ReEnE 2

CASH FLOW STATEMENT

A2 I - Fz2E=Z9 =L - pER
FOR THE YEAR ENDED 31 MARCH 2003

S EBRRE A
Net cash inflow from operating activities

7 e Investing activities

@ 4zl & Interest received

PELE F) 2 F A Purchase of fixed assets

28 FW 2 F A Jx » Proceeds from sale of fixed assets

AZEI B P D AU ) F A (O )/ R PE R

Net (placement)/withdrawal of fixed deposits with banks

with maturity over three months

FFEBRECRN)/ix» %3 Net cash (outflow)/inflow from
investing activities

REZREZTES G )/H 4
(Decrease)/increase in cash and cash equivalents

43 lp e b2 EE RS
Cash and cash equivalents at 1April

3131p It r Lt GBS
Cash and cash equivalents at 31 March

# i
Note

12(a)

12(c)

'ﬁéfﬁ’ A

Appendix 8

2003 2002

w #

HK$ HK$
1,453,228 15,416,791
4,433,957 11,021,390
(10,546,034) (978,429)
33,480 10,200
(89,100,000) 71,260,000
(95,178,597) 81,313,161
(93,725,369) 96,729,952
102,540,910 5,810,958
8,815,541 102,540,910
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Appendix 9

VEGETABLE MARKETING
ORGANIZATION

NOTESTO 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 sdlers
compliance with the Agricultural Products
(Marketing) Ordinance by bringing their
produce into the Organization’s market for
sale; and

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

Principal accounting policies

The principal accounting policies adopted in the
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.

(b) Recognition of income

(i) 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.

(i) Sde of premium vegetables is
recognised as income upon delivery
of premium vegetables.

(iii) Interest income on fixed deposits
with banks 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

NOTESTO 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.
Payments made under operating leases net of
any incentives received from the lessor are
charged to the income and expenditure account
on a straight-line basis over the lease period.

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 ShaWan
Vegetable Market
Buildings at depots

Furniture, fixtures and

computer equipment

Motor vehicles

5%
10%

10%20%
20%
20%

Socks

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 baance
sheet date or to management estimates of selling
prices based on prevailing market conditions.



VEGETABLE MARKETING
ORGANIZATION

NOTESTO THE ACCOUNTS
2 ( ) 2 Principal accounting palicies (Continued)

(f) Employee benefits
()

(i) Employee leave entitlements
0)

Employee entitlements to annual leave are
recognised when they accrue to employees.
A provision is made for the estimated liability
for annual leave as a result of services
rendered by employees up to the balance
sheet date.

Employee entitlements to sick leave and
maternity leave are not recognised until the
time of leave.

In prior years, no provision for unused annual
leave was made. This represents a change in
accounting policy in order to comply with
Statement of Standard Accounting Practice 34
(“SSAP 34") “Employee Benefits’ issued by
Hong Kong Society of Accountants. The
34 new accounting policy has been applied
retrospectively and comparatives have been
restated accordingly. The effect of this change
has been to reduce the opening accumulated
surplus for 2002 and 2001 by HK$1,769,490
and HK$1,557,304 respectively and to

2002 2001 decrease the surplus for the year ended 31
1,769, 490 March 2002 by HK$212,186.
3 31
212,186

(i)



(f)

(i)

VEGETABLE MARKETING
ORGANIZATION

NOTESTO THE ACCOUNTS

2 Principal accounting palicies (Continued)

(f) Employee benefits (Continued)

(i) Retirement plan obligations

The Organization operates a defined benefit
plan, a defined contribution plan and a
mandatory provident fund scheme (“MPF
scheme”) in Hong Kong, the assets of which
are held in separate trustee-administered
funds. All three retirement plans are funded
by payments from employees and by the
Organization. For the defined benefit plan,
payments are made after taking into account
the recommendations of independent
qualified actuaries.

The Organization’s contributions to the
defined contribution plan are based on a fixed
percentage of the employees income,
whereas the Organization’s contributions to
the MPF scheme are based on a fixed
percentage of the employees relevant
income.  The Organization also makes
voluntary contributions to the MPF schemein
respect of those regular employees who opted
to join the said scheme voluntarily and the
Organization’s contributions to both the
defined contribution plan and the MPF
scheme are expensed as incurred.

The Organization’s contributions to the
defined contribution plan is reduced by
contributions forfeited by those employees
who leave the scheme prior to vesting fully in
the contributions.

For the defined benefit plan, retirement plan
obligations costs are assessed using the
projected unit credit method. Under this
method, the cost of providing retirement
plan obligation is charged to the income and
expenditure account so as to spread the
regular costs over the service lives of
employees in accordance with the advice of
the actuaries who cary out periodic
valuations of the plan. The retirement plan
obligations are measured as the present
value of the estimated future cash outflow,
discounted by reference to market yields on
high quality corporate bonds which have
terms to maturity approximating the terms of
the related liabilities. Actuaria gains and
losses are recognised over the average
remaining service lives of employees.



VEGETABLE MARKETING
ORGANIZATION

NOTESTO THE ACCOUNTS
3 ( ) 2 Principal accounting palicies (Continued)
(f) Employee benefits (Continued)
) ( ) (i) Retirement plan obligations(Continued)

In prior years, no provison for defined

(ii) ( ) benefit plan obligations was made in the
accounts and the cost of providing retirement

plan obligations was charged to the income

and expenditure account to the extent of

contributions paid to the plan. This represents

a change in accounting policy in order to

comply with SSAP 34 and the Organization

34 has recognised the transitional liabilities
immediately. The effect of this change, in
accordance with the recommendations of the
independent qualified actuaries, has been to
reduce the opening accumulated surplus for
2002 and 2001 by HK$5,313,000 and
2002 2001 HK$6,167,000 respectively and to increase
5, 313, 00 O thesurplusfor the year ended 31 March 2002

6,167,000 by HK$854,000.
2002 3 31
854,000

(iii) Provision for long service payment

The Organization recognises provision for
(i) long service payment to its employees in
accordance with the Employment Ordinance
( 5 7 ) (Cap.57) upon the termination of 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
plans.

3 Taxation

No Hong Kong profits tax has been provided as

112 the Organization is exempted under Section 87

87 of the Inland Revenue Ordinance, Cap 112,
from any tax chargeable under the Ordinance.
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VEGETABLE MARKETING ORGANIZATION

NOTES TO THE ACCOUNTS

4
Net income on sale of premium vegetables
The income and expenditure on the sale of premium vegetables for the year are as follows :
2003 2002
HK$ HK$
Income
Sale of premium vegetables 13,171,053 12,863,918
( ) Cost of goods sold (nhote) :
Opening stock 31,225 43,713
Purchases 9,589,694 9,002,703
9,620,919 9,046,416
Closing stock (47,397) (31,225)
9,573,522 9,015,191
Gross profit 3,597,531 3,848,727
Commission income - 123
3,597,531 3,848,850
Direct operating expenses

Rebates (55,367) (57,114)

Bank charges (64) -

Handling fees (12,336) -
(67,767) (57,114)
3,529,764 3,791,736

: Note:
702,897 ( : 595,033 )
The cost of goods sold includes a stock write-off of HK$ 702,897 (2002:HK$ 595,033)
5 Rent, rates and permit fees

630,500 ( : 630,500 )
Operating lease rentals for land and buildings amounting to HK$630,500 (2002:HK $630,500) is included in this expenditure item.
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VEGETABLE MARKETING ORGANIZATION

NOTES TO THE ACCOUNTS

6 Staff salaries, wages and other benefits
@ 2003 2002
Note
HK$ HK$
Salaries and wages 37,325,504 38,934,815
Unused annual leave 428,461 212,186
( ) /I (Write-back)/provision for long
service payment (452,991) 649,697
Retrement benefit costs
- G defined contribution
plan and M PF scheme 1,425,889 1,423,995
- defined benefit plan 11(b) 670,000 536,000
39,396,863 41,756,693
(b) 1,140, 846 ( : 675,547
5

In addition to the above, saaries, wages and other benefits amounting to HK$ 1,140,846 (2002 : HK$ 675,547)
have been included in certain expenditure items in the Agricultural Development Fund in note 10.
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VEGETABLE MARKETING ORGANIZATION

NOTES TO THE ACCOUNTS

7
Fixed assets
(10
VMO Agricultural
Market and depots Development Fund
( Note 10)
Medium-term
Leasehold Furniture,
land and fixtures and Machinery Furniture,
buildings computer Motor and fixtures and
inHong Kong  equipment vehicles others Total equipment Total
HK$ HK$ HK$ HK$ HK$ HK$ HK$
Cost
2002 4 1 4,446,130 7,715,734 4,909,176 183,131 17,254,171 196,501 17,450,672
At 1 April 2002
Additions - 10,523,354 - 22,680 10,546,034 69,900 10,615,934
Disposals - (977,487) (257,240)  (75,550) (1,310,177) - (1,310,177)
2003 3 31 4,446,130 17,261,601 4,652,036 130,261 26,490,028 266,401 26,756,429
At 31 March 2003
Accumulated depreciation
2002 4 1 4,326,317 5,194,142 4,292,340 142,459 13,955,258 123,299 14,078,557
At 1 April 2002
2,648 2,381,058 181,617 20,139 2,585,462 18,657 2,604,119
Charge for the year
- (708,427) (257,140)  (75,240) (1,040,807) - (1,040,807)
Written back on disposals
2003 3 31 4,328,965 6,866,773 4,216,817 87,358 15,499,913 141,956 15,641,869
At 31March 2003
Net book value
2003 3 31
At 31 March 2003 117,165 10,394,828 435,219 42,903 10,990,115 124,445 11,114,560
2002 3 31 119,813 2,521,592 616,836 40,672 3,298,913 73,202 3,372,115

At 31 March 2002



VEGETABLE MARKETING ORGANIZATION

NOTES TO THE ACCOUNTS

- General fund - accumulated surplus

2002/ 2001 4 1 ,
Balance at 1 April 2002/2001 , as previously reported

34 Effect of adopting SSAP34
- unused annua leave
- obligations under defined benefit plan

2002/ 2001 4 1
Balance at 1 April 2002/2001, as restated

2001-02
Surplus for 2001-02, as previously reported

34
Effect of adopting SSAP34
- unused annual leave
- obligations under
defined benefit plan

2001-02
Surplus for 2001-02, as restated

2002-03
Surplus for 2002-03

2003/2002 3 31
Balance at 31 March 2003/2002

Note

11(c)

Appendix 9

2003 2002
HK$ HK$

251,505,075 234,997,337

(1,769,490) (1,557,304)

(5,313,000 (6,167,000)

(7,082,490) (7,724,304)

244,422,585 227,273,033

16,507,738

- (212,186)

- 854,000

- 641,814

- 17,149,552

8,662,039 -

253,084,624 244,422,585




VEGETABLE MARKETING ORGANIZATION

NOTES TO THE ACCOUNTS

VMO Loan Fund

Capital
4 1 Accumulated surplus at 1 April
Interest income on loans to farmers
Interest income on fixed deposits with banks
Bad debts written off

Provision for doubtful debts
( ) | (D¢ficit)/surplusfor the year
3 31 Accumulated surplus at 31 March

( ) :
The VMO Loan Fund is represented by the following assets and

liabilities which have been included in the assets and liabilitiesin
the balance sheet on Appendix 6 :

VMO Loans

Loansto farmers
Accrued interest

Less:Provision for doubtful debts

Current assets
Accounts receivable
Bank balances

Net current assets
Net assets

Appendix 9

2003 2002

HK$ HK$
2,608,000 2,608,000
7,846,918 7,648,999
35,718 109,347
66,993 174,336
102,711 283,683
- (1,259)
(225,628) (84,505)
(122,917) 197,919
7,724,001 7,846,018
10,332,001 10,454,918
4,036,192 3,605,925
110,892 111,798
4,147,084 3,717,723
(733,924) (508,296)
3,413,160 3,209,427
7,704 7,961
6,911,137 7,237,530
6,918,841 7,245,491
10,332,001 10,454,918

The Vegetable Marketing Organization Loan Fund was set up for making loans to farmers for productive purposes.
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NOTES TO THE ACCOUNTS

10
VMO Agricultural Development Fund

Note
Capital
4 1 Accumulated surplus at 1 April

Income
Interest income on fixed deposits with banks
Other income

Expenditure

Land rehabilitation scheme
Repairs and maintenance
Miscellaneous expenditure
Depreciation
Construction and improvement of
communal agricultural facilities
Promotion and devel opment of the 6(b)
Accredited Farm Scheme
Crop Devel opment Programmes Promotion 6(b)
Controlled-Environment Greenhouse Production
Promotion of Organic Farming 6(b)
Improvement to VMO's Wholeasle
Marketing Facilities and Services
Refurbishment of the Agricultural
Exhibition Hall at Lions Nature Education Centre
Others

Deficit for the year

3 31 Accumulated surplus at 31 March

Appendix 9

2003 2002
HK$ HK$
70,000,000 70,000,000
23,684,271 23,820,167
1,474,600 3,140,319
- 1,200
1,474,600 3,141,519
(9,198) (17,457)
(1,045) -
(18,657) (11,667)
(253,985) (254,511)
(589,735) (1,345,907)
(364,879) -
(782,720) (407,223)
(2,046,065) (1,237,550)
(20,400) -
(2,170) -
(1,150) (3,100)
(4,090,004) (3,277,415)
(2,615,404) (135,896)
21,068,867 23,684,271
91,068,867 93,684,271
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10 ()
VMO Agricultural Development Fund (Continued)
Note
( )
The VMO Agricltural Development 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:
Fixed assets 7
Current assets
Stocks

Accounts receivable and prepayments

Bank balances

Current liabilities

Accounts payable
Net current assets

Net assets

Appendix 9

2003 2002
HK$ HK$
124,445 73,202
215,650 294,025
916,434 306,743

89,984,540 93,152,275

91,116,624 93,753,043

(172,202) (141,974)

90,944,422 93,611,069

91,068,867 93,684,271

The Agricultural Development Fund was set up for promoting local agriculture through financing or subsidising various
agricultural research and devel opment projects, agricultural land rehabilitation scheme, construction and improvement of
communal agricultural facilities, vocational training for farmers and agricultural workers, exhibitions and other publicity

means to promote agriculture.

11
Obligations under defined benefit plan

( )

The Organization's defined benefit plan isafinal salary defined benefit plan. The following details are based on the valuation

as at 31 March 2003 carried out by HSBC Life (International) Limited.

a)
The amounts recognised in the balance sheet are determined as follows:

Note

Present value of funded obligations
Fair value of plan assets

Unrecognised actuarial 1oss
Liability in the balance shest

2003 2002
HK$ HK$
22,628,000 22,233,000
(15,476,000)  (16,920,000)
7,152,000 5,313,000
(2,502,000) -
4,650,000 5,313,000
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NOTES TO THE ACCOUNTS

11 ( )
Obligations under defined benefit plan (continued)

b)

The amounts recognised in the income and expenditure account are as follows:

Current service cost
Interest cost
Expected return on plan assets
Administrative cost deducted
from contributions
Employees' contributions received

Total, included in salaries, wages and other benefits

2,735,000 (

The actual negative return on plan assets was HK$2,735,000 (2002: positive return of HK$1,350,000).

c)
Movement in the net liability recognised in the balance sheet:

4 1At1April

Expense recognised in the
income and expenditure account
Employer's contributions paid to the plan

3 3 1At 31 March

d)
The principal actuarial assumptions used are as follows:

Discount rate
Expected rate of return on plan assets
Expected rate of future salary increases

Appendix 9

2003 2002
Note
HK$ HK$
1,097,000 1,095,000
1,461,000 1,383,000
(1,317,000) (1,350,000)
22,000 25,000
(593,000) (617,000)
6(a), 11(c) 670,000 536,000
1,350,000 )
2003 2002
Note
HK$ HK$
5,313,000 6,167,000
11(b) 670,000 536,000
(1,333,000) (1,390,000)
(663,000) (854,000)
4,650,000 5,313,000
2003 2002
% %
55 6.5
75 75
45 55
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12
Notesto the cash flow statement
@
Reconciliation of surplusfor the year to net cash inflow from operating activities
2003 2002
HK$ HK$
Surplus for the year 8,662,039 17,149,552
Provision for long service payment written back (1,294,888) (37,771)
Provision for obligations under defined benefit plan
written back (663,000) (854,000)
Interest income on fixed deposits with banks (4,297,626) (8,128,013)
Depreciation 2,585,462 835,415
Provision for doubtful debts - 104,071
Loss on disposal of fixed assets 235,890 39,265
Surplus for the year before working capital
changes 5,227,877 9,108,519
Decrease in stocks 37,918 64,768
( ) (Increase)/decrease in accounts receivable and prepayments (471,583) 862,781
( ) (Decrease)/increasein creditors and provisions (3,364,702) 5,241,040
Increase in vegetable buyers deposits 23,718 139,683
Net cash inflow from operating activities 1,453,228 15,416,791
(b) ( )/
Reconciliation of (deficit)/sur plus of specific fundsto cash and cash equivalents
2003 2002
Note
HK$ HK$
VMO Loan Fund
( )/ (Deficit) / surplus for the year (122,917) 197,919
Bad debts written off - 1,259
Provision for doubtful debts 225,628 84,505
( ) Net (placement) / withdrawal of fixed deposits with
banks (1,700,000) 1,550,000
( )/ (Deficit)/surplus for the year before
working capital changes (1,597,289) 1,833,683
Increase in loans to farmers and accrued interest (429,361) (573,019)
Decrease in accounts receivable 257 59,812
( )/ (Decrease)/increase in cash and cash equivalents (2,026,393) 1,320,476
4 1 Cash and cash equivalents at 1April 7,237,530 5,917,054
3 31 Cash and cash equivalents at 31 March 12(c) 5,211,137 7,237,530
VMO Agricultural Development Fund
Deficit for the year (2,615,404) (135,896)
Depreciation 18,657 11,667
Pur c has e of fixed assets (69,900) (15,300)
( )/ Net (placement)/withdrawal of fixed deposits (8,400,000) 11,480,000
with banks
( )/ (Deficit)/surplus for the year before
working capital changes (11,066,647) 11,340,471
( )/ (Increase)/decrease in accounts receivable and prepaymnets (609,691) 868,868
Increase in accounts payable 30,228 79,732
Decrease in stocks 78,375 57,950
( )/ (Decrease)/increase in cash and cash equivalents (11,567,735) 12,347,021
4 1 Cash and cash equivalents at 1April 12,352,275 5,254

3 31 Cash and cash equivalents at 31 March 12(c) 784,540 12,352,275
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NOTES TO THE ACCOUNTS

E N AR A A kA
Notes to the cash flow statement(continued)

REZREZEF LA
Analysis of balances of cash and cash equivalents:
i 7

Note

4i7 %3 % M & Bank balances and cash

J# Less:

- 4 X £ General Fund
Az 7 PHP 447 TP 5 2 Fixed deposits with bank with
maturity over three months

BiTgT-FE. ot %ﬁﬁﬁf

Bank balances - VMO Loan Fund
M &% M4 % EH Cashand cash equivalents 12(b)
AZiE3 B 7 PHP h4i7 TP 75 2 Fixed deposits with bank with
maturity over three months

BT - FFRy b ¥4 R

Bank balances - VMO Agrlcultural Development Fund
M &% M4 % EP Cashand cash equivalents 12(b)
AZiE3 B 7 PHP h4(7 TP 75 2k Fixed deposits with bank with
maturity over three months

# *-&4$% Capital commitments

A2 FREZ EZ 0 2L - p AREIE P AEH 2T ARELT

2003

i

HK$
361,351,218

(255,640,000)

(5,211,137)
(1,700,000)

(784,540)
(89,200,000)

8,815,541

e 4
Appendix 9

2002

i

HK$
369,470,715

(166,540,000)

(7,237,530)

(12,352,275)
(80,800,000)

102,540,910

At 31 March 2003, the Organization had capital commitments outstanding and not provided for in the

accounts as follows:

#% F %oy R Vegetable Marketing Organisation
e s K E £ G Authorised but not contracted for

X @ X ¥4 Contracted but not provided for

R RY P £ B A £ VMO Agricultural Development Fund
b4 L

2003
i
HK$

429,000

429,000

2002
b
HK$

8,000,000

8,000,000
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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 14 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.



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 2003 and of its
deficit for the year then ended.

Pricewater houseCoopers
Certified Public Accountants

Hong Kong, 14 June 2003
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AGRICULTURAL PRODUCTS SCHOLARSHIP FUND

INCOME AND EXPENDITURE ACCOUNT

FOR THE YEAR ENDED 31 MARCH 2003

2003 2002
HK$ HK$
Income
Interest on bank deposits 141,630 294,422
Provision for doubtful debtswritten back 47,000 35,000
188,630 329,422
Expenditure
Auditors remuneration (1,000) (1,000)
Scholarships (588,000) (432,000)
Grants (52,000) (46,000)
(641,000) (479,000)
Deficit for the year (452,370) (149,578)
4 1 Accumulated surplus at 1 April 2,403,670 2,553,248

3 31 Accumulated surplus at 31 March 1,951,300 2,403,670




AGRICULTURAL PRODUCTS SCHOLARSHIP FUND

BALANCE SHEET

ASAT 31 MARCH 2003

Appendix 12

2003 2002
HK$ HK$
Interest-free loans

4 1 Balanceat 1 April 366,717 519,336
L oans made during the year 160,000 40,000

526,717 559,336
Repayments during the year (95,653) (192,619)

3 31 Balance at 31 March 431,064 366,717
Provision for doubtful debts (8,000) (55,000)
423,064 311,717
Current assets
Accounts receivable 16,006 13,885
Fixed deposits with banks 9,510,000 10,078,000
Cash at bank 3,230 1,068
9,529,236 10,092,953
Current liability

Accounts payable (1,000) (1,000)

Net current assets 9,528,236 10,091,953

Total assets less current liability 9,951,300 10,403,670

Represented by
Accumulated fund
Capital alocated 8,000,000 8,000,000
by the V egetable Marketing Organization

Accumulated surplus 1,951,300 2,403,670

(Signed) Thomas CY Chan Trustee

Hong Kong, 14 June 2003

9,951,300

10,403,670
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AGRICULTURAL PRODUCTS SCHOLARSHIP FUND

STATEMENT OF CHANGESIN FUND

FOR THE YEAR ENDED 31 MARCH 2003

2003 2002
HK$ HK$
4 1 Total accumulated fund as at 1 April 10,403,670 10,553,248
Deficit for the year (452,370) (149,578)

3 31 Total accumulated fund as at 31 March 9,951,300 10,403,670
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AGRICULTURAL PRODUCTS
SCHOLARSHIP FUND

NOTES TO THE ACCOUNTS

1. Generad

The accounts of the Agricultural Products
27 7 Scholarship Fund are prepared in accordance
9E ( 1 ) with Section 9E(1) of the Agricultural Products
(Marketing) Ordinance, Cap. 277. The Fund

was established for the following objects:

@ (a) 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

(b) the provision of scholarships, grants and
(b) loans for the education and training of
persons who wish to enter the agriculture and
agricultural product marketing industries in
Hong Kong.

2. Accounting policies
(a) Basisfor 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.

(b) Recognition of income

Interest income from bank deposits is

recognised on a time proportion basis, taking
(b) into account the principal amounts

outstanding and the interest rates applicable.
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