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Our Organization

As at 31 March 2007, the
Organization employed 117 regular
staff and 120 casual workers. The
organization chart is at Appendix 1.

A statutory Marketing Advisory
Board appointed by the Chief
Executive of HKSAR advises on the
formulation and execution of policies
and decisions. The membership and
terms of reference of the Board are at
Appendix 2.
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VMO office building and
wholesale vegetable market



Eea | Our Vision
A AET AFEEL DR To provide the community with a
B AR T Ap AT reliable and plentiful supply of safe
FRE M B pREE AR LA and quality vegetables and to facilitate
FITVEFEFEE the sustainable development of local
agriculture.
i Our Mission
B R S BB To manage the wholesale vegetable
F ¥ e R i market ~ with  professionalism,
B REFFE F o QL dedication, courtesy and efficiency to :
A
® secure the efficient and orderly
® 75 f% Fe 'f“ﬁﬁ ;j i wholesale marketing of safe and
ol '%‘ (A i * ) quality vegetables;
® FEiro ek i ® provide a fair and healthy

ST E R E
® W4T AR SR A
BEFE o

marketing  environment  for
traders to conduct business; and

® plough back surplus for the
improvement of local
agriculture.
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Board

Jg* BB L R g ¥ - B The Marketing Advisory Board (MAB) is a
T B - L F g statutory consultative body for advising
FRE P AR % L upon any matters referred to it by the Chief
sk b - 5 E > R Executive or the Director of Marketing.
P O The major issues discussed by the MAB in
f‘: L }‘f £ i the 2006-07 financial year included the
FoEMIE R GRS following:
BRAR &7 323
CIERE S R
AEITBFRY oo 1. The Hong Kong Organic Resource
1E-4 %87 % —;,‘« e Centre — The Hong Kong Organic
P A B % Resou'rce C.:entre (HKORC) V\{as
A EWE T estab_llshed in December 20(_)2 with
2002 & 12 7 & + o funding support from the Agricultural

- Development Fund of the Vegetable
A S L Marketing Organization (VMO). It
KAy BEER aims at setting up a local certification
HEWA o E2 - 2§ system for organic products and
LRI IS rfj’ﬁ 4 L2 formulating a set of organic standards
2 EAIR LR and a certification system erllpplicable to
_ Y L Hong Kong so as to further promote
2 ﬁ;}aﬁv s f s the development of local organic
- B35 B o .
’ farming.
T EREFFH-5HE 2. Accredited Farm Scheme - The
B a3l & 844 Accredited Farm Scheme (AFS) aims
oA R R yijr;; N at promoting good horti(_;ultur.al
:}‘c"*fr#&é% A i prac.tlce in vegetable production, in
ST A D partl_Ct_JIar the safe and proper use of
i‘g g s ‘M; pesticides to enhance consumers’
TRERIE S Tt A confidence in vegetables marketed
P FEFDFE DG through VMO.


http://www.vmo.org/
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Voluntary Registration Scheme of
Local Vegetable Farms - The
\oluntary Registration Scheme of
Local \egetable Farms (VRS) was
established to provide an origin
tracking system for local vegetables.
The system helps identify promptly the
source  of  contaminated local
vegetables, thereby reducing the
likehood of the public consuming these
vegetables. Through the Scheme, VMO
can also actively encourage local
farmers to join the Accredited Farm
Scheme or Organic Farming Support
Service.

Overseas study tour by local
farmers — In 2006-07, VMO funded a
group of local farmers for an

agricultural study tour to Korea. The
group studied vegetable production,
sustainable technologies in agriculture,
application of agricultural machinery
and pest control in Korea.

Marketing and promotional

activities for local organic

vegetables — Local organic vegetables
are becoming more popular in Hong
Kong. VMO continues to promote
local organic vegetables through its
marketing activities and increasing the
number of retail outlets in
supermarkets to make it more
convenient for customers.



6. R+ LA K FH 6. Publicity  activities for local
“F R E R R A agricultural products — In 2006-07,
EEREE AR SR N VMO organized various activities to
WA E R G OE R 2 help the public better understand
BRI S agricultural development in Hong
F AP ¥ 30T 'fr%“ Kong and the daily work and functions
fo 60 fF o

of  Agriculture,  Fisheries  and

Conservation Department (AFCD) and
VMO.

AIE Yy B RAR T " Voluntary j zl:’-idz

Promotion activities for
Registration Scheme 4 & 3% 3 % $) local organic vegetables
of Local Vegetable (%A1 %) (Food Expo)

Farms (VRS)




PRA3 5 7] OUR SERVICES

e FEF Vegetable Wholesaling

FALGE IR AR ) e Through its wholesale market at
BAFLEEPFFFE R Cheung Sha Wan, the VMO provides
HEIIKY ¢ *L‘f‘?% % trading facilities, accounting and
T T E IR o F Se B pesticide residue testing services to
BB RS R vegetable wholesalers and buyers. It
10% 1% 5 4% PRI m?’ oo charges wholesalers a commission up
[N i A %ﬂf ° to 10% of the total value of all sales for

the provision of these services. There

is no charge to buyers.

BaAg % ' Pesticide residue

€ 3 IRFE Accounting service
laboratory
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Refrigerated truck
for transportation

Premium Vegetables

The Organization has set up the
Premium Vegetable Section (PVS) to
market fresh, quality and safe
premium vegetables to up-market
caterers and to help local farmers
promoting quality vegetables. PVS
operates a fleet of refrigerated trucks
offering direct order and delivery
services to hotels, restaurants, elderly
homes, supermarkets and lunch box

suppliers.

27 F 8 Sale at supermarket
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Collecting vegetable samples

I TrEL B

Monitoring of Pesticide
Residues on Vegetables

Apart from providing a trading platform
for wholesalers, the Cheung Sha Wan
Wholesale Vegetable Market also operates
a laboratory to screen incoming vegetables
for pesticide residues, thus providing
quality assurance to its clients. The
laboratory is equipped with a gas
chromatography / mass spectrometer.

Consignments found to be contaminated

with pesticide residues are referred to the
Food and

Department for follow-up action.

Environmental ~ Hygiene

Pesticide Residue Laboratory



FrmBipEFE o pe
BTk S RGE AR R S
ELECATREE - s [
BRI B#ERRAL
Bl o FgoT f v HriEeh
e REFEAEAER
FHEETHORPFLEHEE
BREDT AR - B2
g nhER S AERD
17,196,716 ~ £ 4% 558 £ ¥
FEAPD 0 MR T

3l

H

ESCED-E N X S
hE A LA S L
XLBRY - - 3% 1

[

TE-MrcER AL
SN AR S e
523500 =3 29 & & F

HE A

Supporting Local Agriculture

VMO works in partnership with AFCD to

promote local agricultural development

through programmes like the Accredited
Farm Scheme, Organic Farming
Conversion Land
Rehabilitation Scheme. It also ploughs

back its surplus to establish the Agricultural

Scheme and

Development Fund to support agricultural
programmes and development projects.
Currently the Fund has a capital of $130
million. During the year, it dispensed
$17,196,716 to support various agricultural
development

projects, including the

promotion of organic farming,
improvement of VMO’s market facilities,
and organization of different promotion
activities such as FarmFest 2007 and
“Colourful and Bright Fruits and Vegetables

Project”.

VMO’s Agricultural Products Scholarship
Fund aims at promoting 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
2006/07, it issued $523,500 in scholarship
grants and loans to 29 eligible students.
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The Auditors’ Report, Balance Sheet,
Income and Expenditure Account, Cash
Flow Statement, Statement of Changes in
Funds and Notes to the Financial
Statement of the Agricultural Products
Scholarship Fund for the financial year
2006/07 are at Appendices 10 to 15
respectively.

Furthermore, VMO has set aside
$2,608,000 to establish the VMO Loan
Fund to provide credit facilities to farmers
as operational capital. During the year, it
issued 27 loans totaling $1,430,000. As at
31 March 2007, the Fund had a capital and
accumulated surplus of $ 11,020,973.

EE ol N
gy A

FarmFest 2007

Colourful and Bright
Fruits and Vegetables
Project
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Supporting Agricultural

Development Projects

Accredited Vegetables

AFCD and VMO have been jointly
running the Accredited Farm Scheme
since 1994. Vegetable farms in Hong
Kong and Guangdong Province which
adopt good horticultural practices and
proper use of pesticides are accredited.

Accredited vegetables produced by
accredited farms are tested to ensure
that there is no excess pesticide residue
contamination before distribution for
sale at retail outlets designated by
VMO. Consumers can identify these
VMO
“accredited retailers” logo that they

designated outlets by the

carry.

As at 31 March 2007, 215 farms
(including 35 farms in Guangdong
Province) covering a total area of 1,855
ha (including 1,786 ha in Guangdong
Province) had been accredited. Local
accredited farms are located at the main
production areas including Ta Ku Ling,
Tsiu Keng, Ng Ka Tsuen, Sheung Shui,
Castle Peak, Shek Kong, Kwu Tung,
Ping Shan and Fung Kat. The average
daily supply of accredited produce was

83 tonnes. At present, there are 250

accredited retail outlets located in
different districts to facilitate
consumers shopping for accredited

vegetables.
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Distribution of Local Accredited Farms

per
A1) ¢ 132

Cultivated Area ¢ Tau Clung)

A
2|5 ;27

Cultivated Area ¢ Tau Clung)

E5erE 35

‘Mumiber of farm

2|AE) - 133

Cultivatad Arsa {Tan Clung)

2Ber 16

Humber of farm

3| : 93

Cultivated Arsa (Tan Clung)

getable Marketing
Organization

®

BHEE 1L

Humber of farm

FEHIEE (] 1) : 90

Cultivated Ares (Tau Clung)

B
SHE) @221

Cultivated Ares (Tau Clung)

2HE) ;112

Cultivated Area (Teu Clung)

e 1
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Cultivated Area ( Tau Clung)

=5

O
) - 71

Cultivated Area ¢ Tau Clung)




%%iﬁ@ (Qingyuan Area)
=IBEHE 5

No. offarm

I EE(AE) <100

Cultivated Area(ha)

E'}‘[‘[ﬁﬁ@ (Guangzhou Areq)
R=EHE S

Numberof farm

FEMEITR(AE) @441

Cultivated Area(ha.)

Maoming

E‘E’Eﬁ fﬂ@ (Shaoguan Area)
BIBEHE 5

No. offarm

FH EITE(AE) ;381

Cultivated Area (ha)

%’J‘[‘[fﬂ@ (Huizhou Area)
RIZEHE 20

(Mo offarm)

PHHEITA(AE) @ 864

Cultivated Area(ha)
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Organic Vegetables

In view of the public’s increasing
demands for organic produce,
AFCD and VMO have been
actively promoting organic farming.

The two organizations jointly
provide supporting services to local
organic farmers. While AFCD
provides technical support, VMO
organizes and provides marketing
channels for local organic farmers.
This not only promotes the
development of sustainable
agriculture but also helps local
farmers to capture a market niche
with potential for higher returns.

VMO collects fresh vegetables every
day directly from organic farms to its
Premium Vegetable Packing Centre
for grading and packaging. The
organic produce will then be
delivered to hotels, hospitals and
designated retail outlets including
supermarket chains, shops at MTR
stations, health food kiosks and
vegetable retail stalls in public
markets for sale.
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As at 31 March 2007, 83 farms in
Pat Heung, Sheung Shui, Tai Kong
Po, Tai Po, Tuen Mun, Ng Ka Tsuen,
Ping Che, Fanling, Fung Kat, Shap
Pat Heung and Sun Tin covering a
total area of about 35 ha had joined
this Service. Together they produce
some 3 tonnes of organic vegetables
daily.

During the year, VMO actively
participated in various food fairs and
trade exhibitions including the Hong
Kong Flower Show and Food Expo

to promote local organic produce.

_ o/ S
e 5, T

Selling organic Vegetables at supermarkets






Introduction of New
Varieties of Vegetables

Apart from actively expanding the sale
network for fresh vegetables, VMO
also promotes new / improved
vegetable varieties. Through various
promotional activities, exhibitions and
the sales network of Premium
Vegetable Section, these new /
improved varieties can  rapidly
penetrate the market and become
widely known among the public.
Examples of the new / improved
varieties include flowering Chinese
cabbage var. 49 days, leaf mustard
var. Nam Fung, silky gourd, green
flesh rock melon and red flesh water
melon.



Flowering Chinese 3 Leaf mustard
(2 1) cabbage (var. ‘49 days’) (&f8: 3 h) (var. “Nam Fung’)

vl

Silky gourd

N

SR ERA Green flesh rock melon

[E)
=
3

Red flesh water melon

&
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Promotion Activities

During the year, VMO promoted local
vegetables through various channels,
including the launch of a cooking
competition, promotional activities at
residential estates, the launch of the
“Colourful and Bright Fruits and
Vegetables Project” and organization of
FarmFest 2007.

In addition, the VMO has also
organized organic tours for its
institutional clients to enhance their
understanding of local organic farming.



Promotion of local and accredited
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Promotion of local and
accredited vegetables at




S S %y Improvement of Market
Environment

e E TR BIRIZETE 2 VMO regularly maintains  and
TR R N s R H renovates its Cheung Sha Wan
FEPEHEFTI AL Wholesale Vegetable Market to
&R L ATRL AR AR provide a good environment and
BoodHFEFIHEAEE { quality services for its clients.
142 # A RPBP B During the year, it completed
e~ L4 B s X EPR waterproofing the roof, repaving the
TA SR G RTER S vehicle  driveway, installing

= AN closed-circuit  television  system
(CCTV), and expanding the
Premium Vegetable Packing Centre.

B 1 enip T E 3 The Expanded Premium Vegetable
Packing Centre

DRI I Waterproofing works B & & 4R % st Closed-circuit television

G Rl AR on the roof system
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Performance and
Achievement

In 2006-07, VMO market remained
the largest and the busiest fresh
vegetables wholesale market in
Throughput in the
198,876

some 45%

Hong Kong.

year reached tonnes,

representing of all
vegetables consumed in Hong Kong.
It provided services to 226
wholesalers and 1,831 buyers and
supplied premium vegetables to 130
customers and 250
Detailed

information on the throughput by

contract
accredited retailers.

quantity, value and price is at

Appendix 3.

VMO had a surplus of $27,079,659
at the end of the year. The Auditors'
Report, Balance Sheet, Income and
Expenditure Account, Statement of
Cash Flow

Statement and Notes to the Financial

Changes in Funds,

Statement for the financial
2005-06 are at Appendices 4 to 9

respectively.

year
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Summary of Annual Throughput

2,602

500

02/03 03/04 04/05 05/06 06/07

T Year

4P (100 [9H) Throughput (100 tonnes) R S Bt ! Number of buyers

N IS
Summary of surplus and expenditure

525
200 501 48.6 47.9

02/03 03/04 04/05 05/06 06/07
= Year

Wz (FIFJJ?U ) Surpluses ($million) 358 g+ (—EIFJJ?U ) Operational expenses ($million)
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Meeting Future Challenges

In the near future, vegetable
wholesale price is likely to remain
low and the

distribution of vegetables without

going through the wholesale
market will continue. VMO has
to further improve its

competitiveness and efficiency in
the face of these developments.

VMO will continue streamlining
and improving its operation to
increase efficiency. In the coming
year, VMO will computerize its
Premium Vegetable Packaging
Centre in stages to improve its
services. It will also expand its

laboratory. In addition, it will
continue to assist local vegetable
farmers to establish a local brand

name and expand their market.

trend of direct
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Visitors

In  2006/2007, the following institutional
delegations and personalities visited VMO:

AABWE Shing Yan Christian Social
Service Centre

Agricultural & Food Products Department of
the France Trade Commission (Hong Kong)

Agricultural Delegation from Shenzhen City
China Gas Company Limited

Chinese Cuisine Training Institute

Mr. Chan Wing-luk, Financial Consultant

Food and Agriculture Organization of the
United Nations

Greenpeace

Guangzhou YueXiu District Meat Vegetable
Market

Hong Kong Institute of Vocational Education
(Chai Wan)

Kowloon Technical School

The Hon. Li Wah-ming, Legislative Councilor
Natural Life Limited

ParknShop

The Chinese University of Hong Kong
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Visit by Chinese Cuisine
Training Institute

Visit by Hong Kong Institute
of Vocational Education
(Chai Wan)

W RS 2
k ’iﬁ‘g‘%‘“ﬁ;‘%

RHID 4 REEE

Visit by Food and

Agriculture
Organization of the
United Nations

Visit E)y Agricultural
Delegation from
Shenzhen city
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Appendix 1

B2 R L [ 5
The Organization Chart of the Vegetable Marketing Organization

Director of Marketing
| BRI R
| Marketing Advisory Board
e *

General Manager

-4 e *
B e
Senior Manager Headguarters

S B SEAT {LE= GEHT mangatan NEH 8L
Preminm Market Laboratory Accounts Headquarters Personnel Internal
Vegetable Operations Section Accounts Section Audit

Section Section Section
TG IER /LT TS TSR B EL ABET e E(L
B Chief (FHE) (&2 Chief Personnel Internal Auitor
Market Supervisory Market Market Accountant Officer
Manager Officer Manager Manager
(Promotion) (Development)  (Accounts)

45 (i B 132 {if% B S (iR 5 47 (iR 8 4 (i & 1 (7R & 2 i fidk &3
W LfE  Em=% 1Lk
8 Staff 47 staff 4 Stafl’ 1 Stafl 2 Staff
45 Staff 132 Staff
in 2 shitfts in 3 shifts

fAEL ©  * fE20074E3A31H - BAEAERSHTET 250N
Hepf BARKBEEREER T -

Remarks : # Total number of staff in VMO as at 31.3.2007 was 250 including
13 staff serving Fish / Vegetable Marketing Organization.

i MR
Supply
Section

HEMEER EAL
Supply Officerr

1 (R 5

1 Stafl
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Appendix 2
B AR o [F]

MEMBERSHIP AND TERMS OF REFERENCE OF
THE MARKETING ADVISORY BOARD

B AE §° [F]

Terms of reference

SRR LR § A R UE
R Ao

LURES N T

Y AR - S E o T E TR

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.

Rg =
bershlp

AR

Chairman
ﬂﬁg%%iﬁi
Mrs. Stella HUNG, J.P.

= R
Members

S SE Nl
Mr. TANG Nuen-fun

FopEL A
Mr. TANG Yuk-wah

Bdop £ 4
Mr. LAW Yu-bor

Ak LA
Mr. CHAN Wing-on

GRS
Professor HO Suk-ching, Sara

L
Miss KUNG Yin-ha, Cecilia
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QUANTI TY, VALUE AND WHOLESALE PRI CE OF FRESH VEGETABLES Appendi X 3
MARKETED THROUGH THE VEGETABLE MARKETI NG ORGANI ZATI ON
F 5 Bl T
LOCAL | MPORTED TOTAL
] fHE BOB(m | O () & Ty Sl B OBI(mE) | f'r @ () B T [ E BN CER) | ofo(F) B T
, TSR | BRIV kY , THEE(R) | BRI % T ISERE( )
Quantity Average Price |Percentage of [Quantity Averaqe Price|Percentage of |Quantity Averaqe Price
Peri od (Tonne) Val ue ($) per Kilogran($)Total Quantity| (Tonne) Value ($) |er Kilogran($(Total Quantity| (Tonne) Val ue ($) [per Kilogran($)
Mar ket ed % Mar ket ed %
04/ 2006 537 2,044, 207 3.81 3.4 15, 454 59, 229, 762 3.83 96. 6 15,991 61, 273, 969 3.83
05/ 2006 494 1, 563, 009 3.16 2.9 16, 566 64, 357, 951 3.88 97.1 17, 060 65, 920, 960 3.86
06/ 2006 297 1, 306, 397 4. 40 2.0 14, 856 77,397, 320 5.21 98.0 15, 153 78,703, 717 5.19
07/ 2006 363 1,171, 059 3.23 2.2 15, 901 69, 846, 676 4,39 97.8 16, 264 71,017,735 4. 37
08/ 2006 307 955, 692 3.11 1.9 15, 480 71,728, 699 4.63 98.1 15, 787 72,684, 391 4. 60
09/ 2006 220 711, 253 3.23 1.3 16, 234 69, 657, 948 4,29 98.7 16, 454 70, 369, 201 4.28
10/ 2006 231 819, 144 3.55 1.3 16, 917 66, 789, 631 3.95 98.7 17, 148 67, 608, 775 3.94
11/ 2006 270 1,132,029 4.19 1.6 16, 434 62, 835, 318 3.82 98. 4 16, 704 63, 967, 347 3.83
12/ 2006 259 1, 235, 167 4.77 1.5 17, 242 69, 363, 815 4,02 98.5 17,501 70, 598, 982 4.03
01/ 2007 397 1, 487, 693 3.75 2.1 18, 351 63, 178, 253 3.44 97.9 18, 748 64, 665, 946 3.45
02/ 2007 534 1, 808, 893 3.39 3.3 15, 475 59, 202, 575 3.83 96. 7 16, 009 61, 011, 468 3.81
03/ 2007 455 1, 982,930 4. 36 2.8 15, 602 71,022,532 4,55 97.2 16, 057 73, 005, 462 4.55
W
TOTAL 4,364 16, 217, 473 3.72 2.2 194,512 |804, 610, 480 4,14 97.8 198,876 |820, 827, 953 4.13
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Appendix 3A

Top 20 vegetables sold through the Cheung Sha Wan Wholesale Vegetable Market (By

weight)
miE ER(f) AR BEmEE HER FEE ¢
Species Weight (Catty) | Percentage of Percentage Avg. Price
Total Sales Value ($) of Total ($/Catty)
1 E
. 44,311,529 13.48% 137,335,289.00 16.73% 3.10
Flowering cabbage
2 ER
. 11,777,711 3.58% 20,750,556.30 2.53% 1.76
Chinese lettuce
3 B
JE; 9,898,459 3.01% 17,583,562.10 2.14% 1.78
Water spinach
4 E)\
. 9,683,246 2.94% 20,943,438.70 2.55% 2.16
Hairy gourd
5 £
9,485,679 2.88% 10,875,226.00 1.32% 1.15
Wax gourd
6
il 9,232,563 2.81% 19,277,798.20 2.35% 2.09
Red tomato
7
. L 8,740,845 2.66% 29,245,302.80 3.56% 3.35
Chinese kale
8 HB 3R
European varieties 8,222,803 2.50% 11,438,042.30 1.39% 1.39
cabbage
9 B
. . 7,934,845 2.41% 23,361,102.80 2.85% 2.94
Spring onion
10 =E4
. 7,319,022 2.23% 17,129,339.40 2.09% 2.34
White cabbage
1 L5
) ) 7,007,138 2.13% 16,118,373.00 1.96% 2.30
Chinese spinach
12
. B3R 6,977,184 2.12% 20,001,997.80 2.44% 2.87
White cabbage, small
13 %A
- 6,198,734 1.89% 7,608,194.10 0.93% 1.23
Radish
14 S
” 6,002,090 1.83% 10,366,959.70 1.26% 1.73
Wong choi cabbage
15 =E
. 5,709,792 1.74% 12,104,468.60 1.47% 2.12
White cabbage, green
16 27 5 )
5,162,596 1.57% 9,984,838.60 1.22% 1.93
Potato
17 =1
4,908,385 1.49% 14,544,815.10 1.77% 2.96
Bitter cucumber
18 &I
4,440,094 1.35% 8,328,596.70 1.01% 1.88
Green cucumber
19 :
BER 4,210,696 1.28% 12,781,973.40 1.56% 3.04
European lettuce
20 T
o 4,022,792 1.22% 9,708,001.00 1.18% 2.41
Siky gourd
‘I;ﬁt;%l 181,246,200 55.12% 429,487,875.60 52.32% 2.37
ota
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Top 20 vegetables sold through the Cheung Sha Wan Wholesale Vegetable Market

(By value)
mE EB() ER% EEEE EEX | PHE /)
Species Weight Percentage Sales Value (§) | ereentage | Avg. Price
(Catty) of Total of Total ($/Catty)
1 ED
i 44,311,529 13.48% 137,335,289.00 16.73% 3.10
Flowering cabbage
2 PN | 0 0
] 8,740,845 2.66% 29,245,302.80 3.56% 3.35
Chinese kale
3 -1
) ) 7,934,845 2.41% 23,361,102.80 2.85% 2.94
Spring onion
4 E)\ 0 0
] 9,683,246 2.94% 20,943,438.70 2.55% 2.16
Hairy gourd
5 R
] 11,777,711 3.58% 20,750,556.30 2.53% 1.76
Chinese lettuce
6 B¥F
White cabbage, 6,977,184 2.12% 20,001,997.80 2.44% 2.87
small
7
&0 9,232,563 2.81% 19,277,798.20 2.35% 2.09
Red tomato
8 BX 0 0
- 9,898,459 3.01% 17,583,562.10 2.14% 1.78
Water spinach
9 Sk . .
) 7,319,022 2.23% 17,129,339.40 2.09% 2.34
White cabbage
10 =23
) ) 7,007,138 2.13% 16,118,373.00 1.96% 2.30
Chinese spinach
11 =g
] 4,908,385 1.49% 14,544,815.10 1.77% 2.96
Bitter cucumber
12 EH
1,475,107 0.45% 13,358,715.50 1.63% 9.06
Pea shoot
13 ;
BER 4,210,696 1.28% 12,781,973.40 1.56% 3.04
European lettuce
14
ﬁ%ﬁ%_ 2,242,941 0.68% 12,168,943.00 1.48% 5.43
Broccoli
. kS
White cabbage, 5,709,792 1.74% 12,104,468.60 1.47% 2.12
green
16 g
cabbage
17 LM
= 9,485,679 2.88% 10,875,226.00 1.32% 1.15
Wax gourd
18 B
f 6,002,090 1.83% 10,366,959.70 1.26% 1.73
Wong choi cabbage
19 g7 0 5
5,162,596 1.57% 9,984,838.60 1.22% 1.93
Potato
20 I
M 4,022,792 1.22% 9,708,001.00 1.18% 241
Siky gourd
fﬁ 174,325,421 53.01% 439,078,743.30 53.49% 2.52
ota




Appendix 4

INDEPENDENT AUDITOR’'S REPORT
TO THE DIRECTOR OF MARKETING ON THE
277 ( ) FINANCIAL STATEMENTS 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 financial statements of the

) Vegetable Marketing Organization (the
“Organization”) set out on Appendix 5-9, which
comprise the balance sheet as at 31 March
2007, and the statement of income and
expenditure, the statement of changes in funds
and the cash flow statement for the year then
ended, and a summary of significant accounting
policies and other explanatory notes.

Director of Marketing’s responsibility for the
financial statements.

277 ( ) The Agricultural Products (Marketing) Ordinance,
Chapter 277, requires the Director of Marketing
to keep proper accounts. The Director of
Marketing is 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
controls relevant to the preparation and the true
and fair presentation of financial statements that
are free from material misstatement, whether due
to fraud or error; selecting and applying
appropriate accounting policies; and making
accounting estimates that are reasonable in the
circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on
these financial statements based on our audit
and to report our opinion solely to you in
accordance with our agreed terms of
engagement and for no other purpose. We do
not assume responsibility towards or accept
liability to any other person for the contents of
this report.

We conducted our audit in accordance with Hong
Kong Standards on Auditing issued by the Hong
Kong Institute of Certified Public Accountants.
Those standards require that we comply with
ethical requirements and plan and perform the
audit to obtain reasonable assurance as to
whether the financial statements are free from
material misstatement.
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Appendix 4

INDEPENDENT AUDITOR’S REPORT

TO THE DIRECTOR OF MARKETING ON THE
FINANCIAL STATEMENTS OF THE
VEGETABLE MARKETING ORGANIZATION
(established under the authority vested in the
Director of Marketing by the Agricultural
Products (Marketing) Ordinance, Chapter 277)

Auditor’s responsibility (Continued)

An audit involves performing procedures to
obtain audit evidence about the amounts and
disclosures in the financial statements. 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 internal controls relevant to the
Organization’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
Organization’s internal controls. An audit also
includes evaluating the appropriateness of
accounting policies used and the reasonableness
of accounting estimates made by the Director of
Marketing, 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
Organization as at 31 March 2007 and of its
surplus and cash flows for the year then ended in
accordance with Hong Kong Financial Reporting
Standards.

(Signed) PricewaterhouseCoopers
Certified Public Accountants
Hong Kong, 3 August 2007



VEGETABLE MARKETING ORGANIZATION
( )

(All amounts in Hong Kong dollars unless otherwise stated)

BALANCE SHEET

ASSETS
Non-current assets
Leasehold land and land use rights
Property, plant and equipment
Assets under defined benefit plan

Current assets
Inventories
VMO Loans

Accounts and other receivables, deposits and prepayments

3 1
Bank deposits with maturities of more than three months

and within one year
Cash and cash equivalents

Total assets

FUNDS

General Fund
Accumulated surplus

Specific funds
VMO Loan Fund

VMO Agricultural Development Fund

Funds provided from external sources for capital expenditure
Total funds

LIABILITIES

Non-current liabilities
Provision for long service payment
Obligations under defined benefit plan

Current liabilities
Accounts payable and provisions
Provision for long service payment
Vegetable buyers' deposits

Total liabilities

Total funds and liabilities

Director of Marketing

(Signed) Miss CHEUNG Siu-hing

Hong Kong , 3 August 2007

Note

16(a)

10

11

12

13

15
16(a)

14
15

Appendix 5

As at 31 March

2007 2006
708,153 725,783
9,142,812 8,928,295
285,000 -
10,135,965 9,654,078
244,132 235,633
1,668,357 3,117,461
11,816,821 9,712,291
375,400,000 359,980,000
9,404,517 9,421,942
398,533,827 382,467,327
408,669,792 392,121,405
318,713,198 291,633,539
11,020,973 10,571,543
52,679,047 64,151,090
1,764,104 1,764,104
384,177,322 368,120,276
6,308,610 6,119,230
- 1,746,000
6,308,610 7,865,230
12,667,181 10,438,654
589,532 531,283
4,927,147 5,165,962
18,183,860 16,135,899
24,492,470 24,001,129
408,669,792 392,121,405

The notes on Appendix 9 form an integral part of these financial statements.



VEGETABLE MARKETING ORGANIZATION
(

(All amounts in Hong Kong dollars unless otherwise stated)

STATEMENT OF INCOME AND EXPENDITURE

Note
Operating income

Commission
Rebates

17
Net income on sale of premium vegetables

Sale of premium vegetables
Cost of inventories sold
Gross profit

Direct operating expenses

Sundry income

Non-trading income

Interest income on bank deposits
Other income

Total income
Operating expenditure
Employee benefit expenditure 19(a)
General working expenses

Rent, rates and permit fees 20
Printing and stationery
Utility services
Maintenance and minor improvements
Vegetable baskets
Stores and equipment
Miscellaneous expenses
Staff welfare
Staff training
Travelling expenses
Protective clothing and uniforms
Insurance
Auditor's remuneration
Market security

Balance carried forward

The notes on Appendix 9 form an integral part of these financial statements.

Appendix 6

Year ended 31 March

2007 2006
82,082,956 81,467,661
(28,595,252)  (28,395,978)
53,487,704 53,071,683
28,128,880 22,274,517
(20,977,195)  (16,422,792)
7,151,694 5,851,725

(61,572) (34,011)
7,090,122 5,817,714
1,595,162 1,636,234

62,172,988 60,525,631
12,875,146 8,292,945
61,267 1,362
12,936,413 8,294,307
75,109,401 68,819,938
(32,753,360)  (33,266,566)
-1,655,607 -1,587,480

-421,057 -507,612

-920,726 -894,955
-2,990,246 -2,518,713

-40,000 -39,998

-549,978 -599,949

-226,956 -151,531

-270,884 -267,091

-9,758 -6,090
-94,755 -110,540
-9,893 -9,313

-185,058 -186,904

-197,100 -212,100

-405,631 -436,498

(7,977,649)  (7,528,774)

(40,731,009)

(40,795,340)




VEGETABLE MARKETING ORGANIZATION
(

(All amounts in Hong Kong dollars unless otherwise stated)

()
STATEMENT OF INCOME AND EXPENDITURE (CONTINUED)

Note
Balance brought forward

Transportation expenses
Depreciation and amortisation 5,6
Subsidy to federation and co-operative societies
Grants-in-aid
Publication and publicity
Cleaning charges
Legal and professional fees
Bank charges
Commission expenses

Other expenditure

Loss on sale of property, plant and equipment 25

Total expenditure

Operating surplus for the year

I( ) Net surplus /(deficit) from other activities:
VMO Agricultural Development Fund 18

VMO Loan Fund 21

Total surplus for the year

Transfer to VMO Loan Fund 7
8

Transfer from VMO Agricultural Development Fund
12

Net surplus for the year transferred to General Fund

The notes on Appendix 9 form an integral part of these financial statements.

Appendix 6

Year ended 31 March

2007

(40,731,009)

(3,193,214)
(3,105,697)
(688,083)
(149,728)
(44,659)

(6,80(;)
(2,160)
(13,234)

2006

(40,795,340)

(3,422,910)
(3,138,390)
(637,216)
(30,000)
(39,433)
(303,216)
(200)
(221,230)
(7,569)

(47,934,584)

(48,595,504)

(95,158)

(21,446)

(95,158)

(21,446)

(48,029,742)

(48,616,950)

27,079,659 20,202,988
(11,472,043)  (7,998,839)

449,430 276,805
(11,022,613)  (7,722,034)
16,057,046 12,480,954

(449,430) (276,805)
11,472,043 7,998,839
27,079,659 20,202,988




Appendix 7

VEGETABLE MARKETING ORGANIZATION
( )

(All amounts in Hong Kong dollars unless otherwise stated)

STATEMENT OF CHANGES IN FUNDS

Total funds
2005% 4F] 1| I5#% Balance at 1 April 2005 355,639,322
Total surplus for the year 12,480,954
2006 3 31 2006 4 1 368,120,276
Balance at 31 March 2006 and 1 April 2006
Total surplus for the year 16,057,046
2007 3 31 Balance at 31 March 2007 384,177,322

The notes on Appendix 9 form an integral part of these financial statements.



VEGETABLE MARKETING ORGANIZATION
( )

(All amounts in Hong Kong dollars unless otherwise stated)

CASH FLOW STATEMENT

Cash flows from operating activities

Cash generated from operations

Cash flows from investing activities

Interest received
Purchase of property, plant and equipment

Proceeds from disposals of property, plant and equipment
3 1
Net placement of bank deposits with maturities
of more than three months and within one year

Net cash used in investing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year

The notes on Appendix 9 form an integral part of these financial statements.

Note

25

25

11

Appendix 8

Year ended 31 March

2007 2006
3,775,866 5,304,985
15,380,858 8,284,733
-3,757,789 -4,087,722
3,640 32,800
-15,420,000 -13,920,000
-3,793,291 -9,690,189
-17,425 -4,385,204
9,421,942 13,807,146
9,404,517 9,421,942
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Appendix 9

VEGETABLE MARKETING ORGANIZATION
(All amounts in Hong Kong dollars unless otherwise
stated)

NOTES TO THE FINANCIAL STATEMENTS
1 General information

The Vegetable Marketing 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.

The address of the Organization is 757 Lai Chi
Kok Road, Cheung Sha Wan Wholesale
Vegetable Market, Cheung Sha Wan, Kowloon.

These financial statements are presented in
Hong Kong dollars unless otherwise stated.
These financial statements have been approved
for issue by the Director of Marketing on 3
August 2007.

2 Summary of significant accounting policies

The principal accounting policies applied in the
preparation of these financial statements are set
out below. These policies have been consistently
applied to all the years presented, unless
otherwise stated.



Appendix 9

VEGETABLE MARKETING ORGANIZATION

(All amounts in Hong Kong dollars unless otherwise
stated)

NOTES TO THE FINANCIAL STATEMENTS

2 Summary of significant accounting policies
(Continued)

2.1 Basis of preparation

( The financial statements of the Organization
have been prepared in accordance with
Hong Kong Financial Reporting Standards
("HKFRS"), which collective term includes
all applicable individual HKFRS, Hong Kong
Accounting  Standards (“HKAS”) and
Interpretations issued by the Hong Kong
Institute of Certified Public Accountants
(“HKICPA") and accounting principles
generally accepted in Hong Kong. The
financial statements have been prepared
under the historical cost convention, as
modified by the revaluation of VMO loans,
which are carried at fair value.

The preparation of financial statements in
conformity with HKFRS requires the use of
certain critical accounting estimates and
assumptions. It also requires management
to exercise its judgement in the process of
applying the Organization’'s accounting
policies. The areas involving a higher
degree of judgement or complexity, or areas
where assumptions and estimates are
significant to the financial statements, are
disclosed in Note 4.

Amendments to  published standards

effective in 2006

HKAS 19 (Amendment), Employee Benefits,
19( ) is mandatory for the Organization’s
accounting periods beginning on or after 1
April 2006. It introduces the option of an
alternative recognition approach for actuarial
gains and losses. It may impose additional
recognition requirements for multi-employer
plans where insufficient information is
available to apply defined benefit accounting.
It also adds new disclosure requirements.
As the Organization does not intend to
change the accounting policy adopted for
recognition of actuarial gains and losses and
does not participate in any multi-employer
plans, adoption of this amendment only
impacts the format and extent of disclosures
presented in the financial statements.
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Appendix 9

VEGETABLE MARKETING ORGANIZATION
(All amounts in Hong Kong dollars unless otherwise

stated)

NOTES TO THE FINANCIAL STATEMENTS

2 Summary of significant accounting policies
(Continued)

21

2.2

Basis of preparation (Continued)

Standards _and amendments that are not
yet effective _and have not been early
adopted by the Organization

The following standard and amendment
have been published that are relevant and
mandatory for the Organization's accounting
period commencing from 1 April 2007, but
which the Organization has not -early
adopted.

. HKFRS 7, Financial Instruments:
Disclosures; and

. The complementary Amendment to
HKAS 1, Presentation of Financial
Statements - Capital Disclosures.

The Organization has commenced, but not
yet completed, an assessment of the
impact of HKFRS 7 and the amendment to
HKAS 1. The Organization is of the view
that the impact on the financial statements
would not be significant other than certain
additional disclosures.

Property, plant and equipment

Buildings comprise mainly offices and
market buildings. All property, plant and
equipment are stated at historical cost less
accumulated depreciation and impairment
losses. Historical cost includes expenditure
that is directly attributable to the acquisition
of the items.
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2.3

2.4
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Appendix 9

VEGETABLE MARKETING ORGANIZATION
(All amounts in Hong Kong dollars unless otherwise

stated)

NOTES TO THE FINANCIAL STATEMENTS

2 Summary of significant accounting policies
(Continued)

2.2

2.3

2.4

Property, plant and equipment

(Continued)

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

Buildings
- Cheung Sha Wan Vegetable 20 years
Market

- Buildings at depots 10 years

Furniture, fixtures and 5/10 years
computer equipment

Motor vehicles 5 years

Machinery and others 5 years

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

Impairment of non-financial assets

Assets that are subject to amortisation or
depreciation are reviewed for impairment
whenever events or changes in
circumstances indicate that the carrying
amount may not be recoverable. An
impairment loss is recognised for the
amount by which the asset's carrying
amount exceeds its recoverable amount.
The recoverable amount is the higher of an
asset's fair value less costs to sell and value
in use. For the purposes of assessing
impairment, assets are grouped at the
lowest levels for which there are separately
identifiable cash flows (cash-generating
units).

Loans

Loans are non-derivative financial assets
with fixed or determinable payments that are
not quoted in an active market. They are
included in current assets as their maturities
are less than 12 months after the balance
sheet date.



Appendix 9

VEGETABLE MARKETING ORGANIZATION

(All amounts in Hong Kong dollars unless otherwise
stated)

NOTES TO THE FINANCIAL STATEMENTS

2 Summary of significant accounting policies
(Continued)

2.4 Loans (Continued)

Loans are recognised initially at fair value
and subsequently measured at amortised
cost using the effective interest method, less
provision for impairment. A provision for
impairment of loans is established when
there is objective evidence that the
Organization will not be able to collect all
amounts due according to the original terms
of the loans. The amount of the provision
for impairment is the difference between the
asset's carrying amount and the present
value of estimated future cash flows,
discounted at the effective interest rate. The
amount of the provision is recognised in the
statement of income and expenditure.

2.5 Inventories

Inventories are stated 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 less applicable
variable selling expenses.

2.6 Accounts and other receivables

Accounts and other receivables are
recognised initially at fair value and
subsequently measured at amortised cost
using the effective interest method, less
provision for impairment. A provision for
impairment is established when there is
objective evidence that the Organization
will not be able to collect all amounts due
according to the original terms of the
receivables. The amount of provision is
the difference between the asset's carrying
amount and the present value of estimated
future cash flows, discounted at the
effective interest rate. The amount of the
provision is recognised in the statement of
income and expenditure.
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Appendix 9

VEGETABLE MARKETING ORGANIZATION
(All amounts in Hong Kong dollars unless otherwise

stated)

NOTES TO THE FINANCIAL STATEMENTS

2

Summary of significant accounting policies
(Continued)

2.7 Cash and cash equivalents

2.8

Cash and cash equivalents include cash in
hand and bank deposits with original
maturities of three months or less.

Employee benefits

0]

(i)

Employee leave entitlements

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

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

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 scheme in respect of those
regular employees who opted to join
the scheme voluntarily and the
Organization's contributions to both
the defined contribution plan and the
MPF scheme are expensed as
incurred.
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2 Summary of significant accounting policies
(Continued)

2.8 Employee benefits (Continued)

The Organization's contributions to the
defined contribution plan are 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 obligation costs are
assessed using the projected unit
credit method. Under this method,
the cost of providing retirement plan
obligations is charged to the
statement of income and expenditure
S0 as to spread the regular costs over
the service lives of employees in
accordance with the advice of the
actuaries who carry out periodic
valuations of the plan. The
retrement 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. Actuarial gains and losses
are recognised over the average
remaining service lives of employees.

2.9 Provisions

Provisions are recognised when the
Organization has a present legal or
constructive obligation where, as a result of
past events, it is probable that an outflow of
resources will be required to settle the
obligation, and the amount has been
reliably estimated.  Provisions are not
recognised for future operating losses.

Where there are a number of similar
obligations, the likelihood that an outflow
will be required in settlement is determined
by considering the class of obligations as a
whole. A provision is recognised even if the
likelihood of an outflow with respect to any
one item included in the same class of
obligations may be small.
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2 () 2 Summary of significant accounting policies
(Continued)

2.9 () 2.9 Provisions (Continued)

( 57 ) The Organization recognises provision for
long service payment to its employees in
accordance  with the  Employment
Ordinance (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 plan.

2.10 2.10 Revenue recognition

Revenue comprises the fair value of the
consideration received or receivable for the
sale of goods and services in the ordinary
course of the Organization's activities.
Revenue is recognised as follows:

@ () 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 are recognised at rates
ranging from 3% to 4% based on the
price. of the same vegetable
transactions.

(i) (i) Sale of premium vegetables is
recognised as income upon delivery
of premium vegetables to the
customer, who has accepted the
vegetables and collectibility of the
related receivables is reasonably
assured.

(i) (i) Interest income on bank deposits and
loans to farmers is recognised on a
time proportion basis using the
effective interest method.
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NOTES TO THE FINANCIAL STATEMENTS

2 Summary of significant accounting policies
(Continued)

2.11

2.12

Operating leases

Leases in which a significant portion of the
risks and rewards of ownership are retained
by the lessor are classified as operating
leases. Payments made under operating
leases (net of any incentives received from
the lessor) are expensed in the statement
of income and expenditure on a
straight-line basis over the period of the
lease.

VMO Loan Fund and VMO Agricultural
Development Fund("Funds")

The VMO Loan Fund was set up for making
loans to farmers for productive purposes.

The VMO Agricultural Development Fund
was set up for promoting local agriculture.

The income and expenditure relating to
these Funds are directly dealt with in the
statement of income and expenditure. Any
net surplus relating to these Funds is
transferred from the statement of income
and expenditure to these Funds. Any net
deficit relating to these Funds is transferred
to the statement of income and expenditure
from these Funds.

3 Financial risk management

The Organization's activities expose it to the
following financial risks:

(@)

Foreign exchange risk

The Organization has minimal exposure
to foreign currency exchange rate risk as
transactions are mainly denominated in
Hong Kong dollars.
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() 3 Financial risk management (Continued)
(b) (b)  Creditrisk

The Organization has no significant
concentrations of credit risk. The
Organization has policies in place for the
control and monitoring of its credit risk. It
has policies in place to ensure that sales
of products are made to customers with
an appropriate credit history. The
Organization has policies that limit the
amount of credit exposure to any
financial institution.

(c) (c)  Liquidity risk

The liquidity of the Organization is
managed and monitored by maintaining
sufficient cash. Accordingly, the
Organization is of the view that it does
not have significant liquidity risk.

(d) (d) Cash flow and fair value interest rate
risk

The Organization's income and operating
cash flows are mainly from wholesale
marketing of vegetables which is
independent of changes in market interest
rates. The Organization's interest rate risk
arises from fixed deposits with banks. The
Organization has interest-bearing assets
which comprise loans to farmers and is
exposed to fair value interest rate risk.

4 Critical accounting estimates and
judgements

Estimates and judgements are continually
evaluated and are based on historical
experience and other factors, including
expectations of future events that are believed
to be reasonable under the circumstances.

The Organization makes estimates and
assumptions concerning the future. The
resulting accounting estimates will, by definition,
seldom equal the related actual results. The
estimates and assumptions that have a
significant risk of causing a material adjustment
to the carrying amounts of assets and liabilities
within the next financial year are set out below.
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() 4 Critical accounting estimates and
judgements (Continued)

Estimate of fair value of loans to farmers

The fair value of loans is dependent on the
market interest rate. In the absence of a similar
financial market for loans to farmers, the
Organization considers information from interest
rates on commercial loans to
companies/personal loans, as adjusted to suit
the Organization's situation.

5 Leasehold land and land use rights

The Organization's interests in leasehold land
and land use rights represent prepaid operating
lease payments and their net book values are
analysed as follows:

2007 2006 2007 2006
In Hong Kong held
on:-
10 50 708,153 725,783 Leases of 708,153 725,783
between 10 to 50
years
2007 2006 2007 2006
4 1 725,783 743,41 At 1 April 725,783 743,41
(17,630) (17,630) Amortisation of (17,630) (17,630)

prepaid operating
lease payments

3 31 708,153 725,783 At 31 March 708,153 725,783
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RITFE A I
NOTES TO THE FINANCIAL STATEMENTS TR REYE
HH
E<E 4 ﬁﬁgurijﬁﬁ Property, plant and equipment L&
(i 8)
VMO
Agricultural
, Development
[ & 'J'#I_ Fund
Markets and depots (Note 8)
ESRE B ESSRE
P et Rl H1if il fiak S et £t
Farniture, ! ! !
fixtures Furniture,
and Machinery Leasehold fixtures
computer Motor and improve- and Grand
Buildings equipment  vehicles others Total ments equipment Total Total
I FFIEM- D At 1 April 2005
14 Cost 2,953,430 15,946,440 4,905,200 136,950 23,942,020 - 632,080 632,080 24,574,100
FRHTE, Accumulated depreciation (2,953,430) (8,793,633)  (4,418,423) (96,782)  (16,262,268) - (216,509) (216,509)  (16,478,777)
=R i Net book amount - 7,152,807 486,777 40,168 7,679,752 - 415571 415571 8,095,323
B2 FFHAFZEZA- [IFFR Year ended 31 March 2006
YRR R [ Opening net book amount - 7,152,807 486,777 40,168 7,679,752 - 415571 415571 8,095,323
% Additions - 2,486,797 1,449,425 - 3,936,222 - 151,500 151,500 4,087,722
Disposals (Note 25) - (54,246) - - (54,246) - - - (54,246)
- Cost - (374,300) (475,148) (9,841) (859,289) - (65,000) (65,000) (924,289)
- Accumulated depreciation - 320,054 475,148 9,841 805,043 - 65,000 65,000 870,043
Depreciation - (2,638,640) (465,568) (16,552)  (3,120,760) - (79,744) (79,744)  (3,200,504)
Closing net book amount - 6,946,718 1,470,634 23,616 8,440,968 - 487,327 487,327 8,928,295
WIHRFAEZEZA - At 31 March 2006
K4 Cost 2,953,430 18,058,937 5,879,477 127,109 27,018,953 - 718,580 718580 27,737,533
FRHTE, Accumulated depreciation (2,953,430)  (11,112,219)  (4,408,843) (103,493)  (18,577,985) - (231,253) (231,253)  (18,809,238)
JREnA i Net book amount - 6,946,718 1,470,634 23,616 8,440,968 - 487,327 487,327 8,928,295
BEIFFOEFZEA] - IR Year ended 31 March 2007
HIFIRRE R [ Opening net book amount - 6,946,718 1,470,634 23,616 8,440,968 - 487,327 487,327 8,928,295
Additions - 864,939 - 38,360 903,299 2,351,110 503,380 2,854,490 3,757,789
i (g 25) Disposals (Note 25) - (84,182) - (14,616) (98,798) - - - (98,798)
BT - Cost - (683,677) - (85,108) (768,785) - - - (768,785)
- RIEHTE - Accumulated depreciation - 599,495 - 70,492 669,987 - - - 669,987
e Depreciation - (2,682,692) (393,583) (11,792)  (3,088,067) (235,111) (121,296) (356,407)  (3,444,474)
R Closing net book amount - 5,044,783 1,077,051 35,568 6,157,402 2,115,999 869,411 2,985,410 9,142,812
WIRFEEZE={ - [ At 31 March 2007
7y Cost 2,953,430 18,240,199 5,879,477 80,361 27,153,467 2,351,110 1,221,960 3,573,070 30,726,537
BRI Accumulated depreciation (2,953,430)  (13,195416)  (4,802,426) (44,793)  (20,996,065) (235,111) (352,549) (587,660)  (21,583,725)
RN i Net book amount - 5,044,783 1,077,051 35,568 6,157,402 2,115,999 869,411 2,985,410 9,142,812

FES 3,444 AT (C FH 320050407 )T FTE AL b o

Depreciation expense of $3,444,474 (2006: $3,200,504) has been expensed in general working expenses.
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7 E¥EAYARFH&AE VMO Loan Fund
TORAFEEAY R AL AL [
assets and liabilities in the balance sheet on Appendix 5:

CEa
Note
FA ASSETS
n# F A Current assets
kA zt% Fef 32 VMO Loans
B % B4 Loans to farmers
Jsqe41 & Accrued interest

BT AR R 4% Less: Provision for impairment of receivables

oL o T Efogsl
Less: Fair value adjustment and amortisation:
47 1P %%
Balance at 1 April
gl b A REHALE 21
Interest income on amortisation of loans to farmers
REROT DK 21
Fair value adjustment for the year
373lp 7
Balance at 31 March

B % B4 - £ % Loans to farmers - net

Befc® B e~ &2 T HEA
Accounts and other receivables, deposits and prepayments
BTN A2 B3B Y A L& P PIE 10
Bank deposits with maturities of more than three months and

within one year
W& %2 B 4£%HF$H Cashand cash equivalents 11

BT A Total assets

# & FUNDS
* £ Capital

47 1p /? l? _;;
Accumulated surplus at 1 April

rEREFHE 21
Net surplus for the year

3131 pirnEe
Accumulated surplus at 31 March
B K £ Total funds

FEAHARFFALLR: » LRLIPVRELAY R 4

The Vegetable Marketing Organization Loan Fund was set up for marking loans to farmers for

productive purposes.

AT A G A (T )PE A
The VMO Loan Fund is represented by the following assets which have been included in the

e 4

Appendix 9
A2 RPN

2007 2006
2,115,540 3,652,840
60,477 64,007
2,176,017 3,716,847
(374,047) (349,989)
1,801,970 3,366,858
(249,397) (186,701)
296,224 -
(180,440) (62,696)
(133,613) (249,397)
1,668,357 3,117,461
64,667 55,797
7,600,000 4,100,000
1,687,949 3,298,285
9,287,949 7,398,285
11,020,973 10,571,543
2,608,000 2,608,000
7,963,543 7,686,738
449,430 276,805
8,412,973 7,963,543
11,020,973 10,571,543
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8 VMO Agricultural Development Fund

( ) :

Appendix 9

The VMO Agricultural 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 5:

ASSETS
Non-current assets
Property, plant and equipment

Current assets
Inventories

Accounts and other receivables

deposit and prepayments
1
Bank deposits with maturities of more than three months and
within one year
Cash and cash equivalents

Total assets

FUNDS
Capital

4 1 ( ) Accumulated (deficit)/surplus at 1 April

Net deficit for the year

3 31
Accumulated deficit at 31 March

Total funds

LIABILITIES
Current liabilities
Accounts payable

Total liabilities

Total funds and liabilities

2007 2006
2,985,410 487,327
54,500 40,210
1,983,565 1,337,494
47,700,000 60,700,000
1,439,678 2,121,166
51,177,743 64,198,870
54,163,153 64,686,197
70,000,000 70,000,000
-5,848,910 2,149,929
-11,472,043 -7,998,839
-17,320,953 -5,848,910
52,679,047 64,151,090
1,484,106 535,107
1,484,106 535,107
54,163,153 64,686,197

The Agricultural Development Fund was set up for promoting local agriculture through financing or
subsidising various agricultural research and development 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.
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9
Accounts and other receivables, deposits and prepayments
2007 2006
Accounts receivable 6,345,236 5,038,195
Deposits 18,905 12,600
Prepayments 1,702,819 1,414,699
Other receivables 3,749,861 3,246,797
11,816,821 9,712,291
The fair value of accounts and other receivables and deposits approximate their carrying value
for the financial years ended 31 March 2007 and 2006
10 3 1
Bank deposits with maturities of more than three months and within one year
2007 2006
Note
VMO General Fund 320,100,000 295,180,000
VMO Loan Fund 7 7,600,000 4,100,000
VMO Agricultural Development Fund 8 47,700,000 60,700,000
375,400,000 359,980,000
3 1 3.9 ( 1 4.14 )
103 ( : 124 )
The effective interest rate on bank deposits with maturities of more than three months and within one
year is 3.99% (2006: 4.14%); these deposits have an average maturity of 103 days (2006: 124 days)
11 Cash and cash equivalents
2007 2006
Note
VMO General Fund
Cash at bank and in hand 3,476,890 4,002,491
3 Bank deposits with maturities of 2,800,000 -
three months or less
6,276,890 4,002,491
VMO Loan Fund
Cash at bank and in hand 187,949 698,285
3 Bank deposits with maturities of 1,500,000 2,600,000
three months or less
7 1,687,949 3,298,285
VMO Aaricultural Development Fund
Cash at bank and in hand 139,678 221,166
3 Bank deposits with maturities 1,300,000 1,900,000
of three months or less
8 1,439,678 2,121,166
9,404,517 9,421,942
3 3.86 ( 1 4.07 )

11 ( 136 )
The effective interest rate on bank deposits with maturities of three months or less is 3.86% (2006
4.07%); these deposits have an average maturity of 11 days (2006: 36 days).
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12 - General fund - accumulated surplus
2007 2006
Note
4 1 291,633,539 271,430,551
Balance at 1 April
27,079,659 20,202,988
Net surplus for the year transferred from
statement of income and expenditure
3 31 Balance at 31 March 318,713,198 291,633,539
13 Funds provided from external sources for capital expenditure
2007 2006
Colonial Development Welfare Fund Grants
D994 - 144,000 144,000
Scheme D994-Village agricultural depots
D1066 - 150,000 150,000
Scheme D1066-Purchase of lorries
D5250 - 1,470,104 1,470,104
Scheme D5250-Cheung Sha Wan Vegetable Market
1,764,104 1,764,104
14 Accounts payable and provisions
2007 2006
Accounts payable 6,107,191 5,424,033
Deposits 615,096 376,998
Provision for unused annual leave 1,022,666 1,074,314
Other payables 4,922,228 3,563,309
12,667,181 10,438,654

R AT -

T FHS D HEA T DS - [ R T R

4

Fi

S

The fair value of accounts payable and provisions approximates their carrying value for the

financial years ended 31 March 2007 and 2006.
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15 k¥R #5444 Provision for long service payment
Fig3E 2007 2006
Note
4 A 1 8443 Balance at 1 April 6,650,513 6,245,785
F i # % Net payment for the year (514,722) (351,904)
6,135,791 5,893,881
5B #5453 4o Additional provision for the year 19 762,351 756,632
3 A 31 %47 Balance at 31 March 6,898,142 6,650,513
& 4273k 4 Less: Current portion (589,532) (531,283)
JER 34 Non-current portion 6,308,610 6,119,230
BE-_ZRLLFR_FEXNFZA=Z+ -8B ELHBFENRPARGSHEHO N FREAKRDERRAER -
The fair value of provision for long service payment approximates its carrying value for the
financial years ended 31 March 2007 and 2006.
R@F st & 89(E &) F4E (Assets)/obligations under defined benefit plan
Fig3E 2007 2006
Note
TEEBEARNER/AE
Balance sheet (assets)/obligations for:
- & @#:t3] Defined benefit plan 16(a) (285,000) 1,746,000
X EFRKE
Statement of income and expenditure credit for:
- Rt ] Defined benefit plan 19(a) (1,054,000) (385,000)

KRR TRATI R —BRELHFEFZREEATE - CETHIWBEBINRKENE E
WL ERELEA AR ER NI EH AT BEUTAT S Eeb bl - U TZEH

ARBEYAZRRER)ARLA R _FEELF=Z A=+ — B #ITHEMRME -

The Organization's defined benefit plan is a final salary defined benefit plan. The assets of the funded plans

are held independently of the Organisation's assets in separate trustee administered funds.

The Organisation's major plans are valued by a qualified actuary annually using the project unit cost method.

The following details are based on the valuation as at 31 March 2007 carried out by HSBC Life

(International) Limited.
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16 R A e9(F E)EIEER) (Assets)lobligations under defined benefit plan (Continued)

(@ EnBEAMEAHAABYLBRBETHTIRER

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

Fi3E
Note
CRATHHR R EERAE 16(d)
Present value of funded obligations
2 E AW A AEME Fair value of plan assets 16(c)
ARFEAE B 3% Unrecognised actuarial gain

(& é)/é{gé}’gﬁ (Asset)/liability in the balance sheet

(b) Bt R & HE R P AR X

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

f3x
Note

fﬁdﬁ‘ AR A& A Current service cost
] & A Interest cost
”r 3% A 9978t @4k Expected return on plan assets
R AR M B SR
Net actuarial gain recognised during the year
AR AR AT E
Admlnlstratlve cost deducted from contributions
& B 4 2 Employees' contributions received

B AR EHERLEBAA
Total, included in employee benefit expenditure

HEEAEZFTHREIRAS721,00008 (=K ENF ¢ 411300045 7T)

2007

21,180,000

(34,102,000)

MHék AU
Appendix 9

2006

21,163,000

(27,747,000)

19(a), 16(e)

The actual return on plan assets was $5,721,000 (2006: $4,113,000).

(c

~

FHUEEGAFEFNGE YT

The movement in the fair value of plan assets for the year is as follows:

[ 3x
Note

»4A1a At April

12| & & ¢ A 88 = 4R Expected return on plan assets

4 2k 7% %2 Net contributions

@48 4] Benefits paid

# 7 44 £ Transferred out to other employer

3] % & # B ¥ % Actuarial gain on plan assets

#3HA318 At31 March 16(a)

(12,922,000) (6,584,000)
12,637,000 8,330,000
(285,000) 1,746,000
2007 2006
899,000 962,000
935,000 1,046,000
(1,964,000) (1,665,000)
(505,000) (291,000)
16,000 17,000
(435,000) (454,000)
(1,054,000) (385,000)
2007 2006
27,747,000 23,838,000
1,964,000 1,665,000
1,396,000 1,459,000
(762,000) (1,552,000)
- (111,000)
3,757,000 2,448,000
34,102,000 27,747,000
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16 RERAstEe9(F E)EIEER) (Assets)lobligations under defined benefit plan (Continued)

(d) 2% Z ARAERYCRTHRREEREY 0T !
The movement in the present value of funded obligations recognised

in the balance sheet is as follows:

A4A1a At April

#1 8 A A Interest cost

H.H B A Current service cost

@48 4] Benefits paid

#% = 4.4 £ Transferred out to other employer
My B s Bk % Actuarial gain due to experience

BB 3% % B0k 3 Actuarial gain due to assumption changes

#3A318 At31 March

() MEEAMANAFIE R ATFHENLY !

Movement in the net (asset)/liability recognised in the balance sheet is as follows:

»4A18 AtlApril
T X BRAER O B

Income recognised in statement of income and expenditure

A+ 2t Bl 6y 4R £ 4R
Employer's contributions paid to the plan

#3A318 At31 March

(N A EZHEMBMBALT

The principal actuarial assumptions used are as follows :

¥73,% Discount rate

FE AR RE

Expected rate of return on plan assets

R BN 2 FAHY K F

Expected rate of future salary increases

TR T TAEF A

Average expected remaining working lives (years)

FHék L

Appendix 9
2007 2006
21,163,000 21,700,000
935,000 1,046,000
899,000 962,000
(762,000) (1,552,000)
- (111,000)
(899,000) (846,000)
(156,000) (36,000)
21,180,000 21,163,000
2007 2006
1,746,000 3,153,000
(1,054,000) (385,000)
(977,000) (1,022,000)
(2,031,000) (1,407,000)
(285,000) 1,746,000
2007 2006
% %
4.2 4.5
7.0 7.0
3.1 3.5
11 11
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17 Net income on sale of premium vegetables

Appendix 9

The income and expenditure on the sale of premium vegetables for the year are as follows:

Income

Sale of premium vegetables
Sales discount

( ) : Cost of inventories sold (note):

Opening inventories

Purchases
Purchases discount

Closing inventories

Gross profit

Direct operating expenses
Rebates
Sale commission

. Note:

2007 2006
28,259,911 22,400,487
(131,022) (125,970)
28,128,889 22,274,517
61,455 31,362
21,024,893 16,658,049
- (205,164)
21,024,893 16,452,885
21,086,348 16,484,247
(109,153) (61,455)
20,977,195 16,422,792
7,151,694 5,851,725
(43,480) (22,171)
(18,092) (11,840)
(61,572) (34,011)
7,000,122 5,817,714

1,256,863 Hh7t (= FF F 11,218,504 W) o
The cost of inventories sold includes inventory write-off of $1,256,863 (2006:$1,218,504).
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NOTES TO THE FINANCIAL STATEMENTS

18
Net deficit from VMO Agricultural Development Fund

Appendix 9

2007 2006
Note
Income
Interest income on bank deposits 2,353,840 1,863,213
( ) FarmFest 2007 income (Note) 872,400 -
( ) Pun Choi Mega Feast income (Note) - 2,527,803
Hong Kong Organic Festival income - 150,000
Local Agricultural and Fisheries Products - 280,000
Festival income
Other Income 350 300
3,226,590 4,821,316
Expenditure
Land rehabilitation scheme
Repairs and maintenance -56,512 -42,150
Miscellaneous expenditure -560 -1,120
Depreciation -96,207 -79,744
-907,645 -588,767
Construction and improvement of communal agricultural facilities
Crop Development Programmes Promotion 19(b),24 -2,228,654  -1,404,375
19(b) -1,022,598 -622,981
Controlled - Environment Greenhouse Production
Promotion of Organic Farming 19(b),23 -4,301,921 -5,173,752
19(b) -3,004,370 -
Voluntary Registration Scheme of Local Vegetable Farms
-48,112 -
Promotion of Local Agricultural and Fisheries Products
Improvement to VMO'S wholesale marketing facilities and services
Depreciation -260,200 -
Other expenses -301,326 (193,791)
FarmFest 2007 (2,462,995) -
Pun Choi Mega Feast -6,000 -3,900,606
The Hong Kong Organic Festival - -464,363
Local Agricultural and Fisheries Products Festival - -347,506
Others -1,533 -1,000
-14,698,633 -12,820,155
Net deficit for the year 8 -11,472,043 -7,998,839
500,000

Note : Donation of $500,000 from FMO is included in this income.
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(

(All amounts in Hong Kong dollars unless otherwise stated)

NOTES TO THE FINANCIAL STATEMENTS

19 Employee benefit expenditure
(@) 2007 2006
Note
Salaries and wages 31,601,825 31,491,462
Staff bonuses 129,559 -
« )
(Write-back on provision)/provision for unused
annual leave -51,648 69,247
Provision for long service payment 15 762,351 756,632
Retirement benefit costs
- 1,365,273 1,334,225
defined contribution plan and MPF Scheme
- defined benefit plan 16(b) -1,054,000 -385,000
32,753,360 33,266,566
(b) 5,038,719 ( : 2,282,565 )

18
In addition to the above, employee benefit expenditure amounting to $5,038,719
(2006: $2,282,565) has been included in certain expenditure items in the
VMO Agricultural Development Fund in note 18.

20 Rent, rates and permit fees

630,500 ( : 630,500 )
Operating lease rentals for office premises amounting to $630,500 (2006: $630,500)
were included in this expenditure item.

21 Net surplus from VMO Loan Fund
2007 2006
Note
Income
Interest on loans to farmers 40,161 20,460
7,25 296,224 -
Interest income on amortisation of loans to farmers
Interest on bank deposits 317,543 205,866
653,928 226,326
Expenditure
Bad debts written off 25 - (1,164)
( Y/ 25 (24,058) 114,339
(Provision)/write-back of provision for
impairment of receivables
7,25 (180,440) (62,696)
Fair value adjustment on loans to farmers
(204,498) 50,479

Net surplus for the year 7 449,430 276,805
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(All amounts in Hong Kong dollars unless otherwise stated)

NOTES TO THE FINANCIAL STATEMENTS

22 Taxation

112 87

Appendix 9

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.

23 Promotion of Organic Farming

/(

Promotion of Organic Farming includes the net surplus/(deficit) on sale of organic vegetables.
The income and expenditure on the sale of organic vegetables for the year are as follows:

Income
Sales of organic vegetables

Cost of inventories sold:
Opening inventories
Purchases

Gross profit

Direct operating expenses
Employee benefit expenditure
Sales commission
Transportation charges
Stores and equipment
Other expenditure

I( ) Net surplus/(deficit) for the year

2007 2006
2,488,943 1,816,114
- 682
752,319 671,659
752,319 672,341
1,736,624 1,143,773
-802,451 -811,289
-682,801 -454,027
-16,485 -76,504
-168,780 -271,789
-52,333 -37,981
-1,722,850 -1,651,590
13,774 -507,817
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24 3 A E & i1 #) Crop Development Programmes Promotion

1 =P e o ?ﬁ%ﬁi S E%E%iﬁf%it P ZER © 4 F B E E%E%iﬁf%it EN2E L
Crop Development Programmes Promotion includes the net surplus on sale of accredited local vegetables.
The income and expenditure on the sale of accredited vegetables for the year are as follows:

2007 2006
¥ % Income
12 % 3 % 4% & Sales of accredited local vegetables 350,386 -
45 & A& 4 Cost of inventories sold:

# & Purchases 68,933 -
4 & £4] Gross profit 281,453 -
H#% ¥ % 84 Direct operating expenses
¥ & R E 4484 Employee benefit expenditure (66,047) -
4 1A 4 Sales commission (59,371) -
## % Transportation charges (3,588) -
A B & % # Stores and equipment (40,770) -
H# 4, Other expenditure (130) -

(169,906) -

A= % B 4 Net surplus for the year 111,547 -
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NOTES TO THE FINANCIAL STATEMENTS

25 3,4 F % Cash flow statement Ft3E
Note
(@) B EFSE £ 034
Cash generated from operations :

&% £ % Bex/(E4) Operating surplus/(deficit) on
HESE R —AA 4L VMO General Fund
HBESHE R E%A4L VMO Loan Fund
HFE SR E £ R L4 VMO Agricultural Development Fund
AR 48 B &% Total surplus for the year

A% 38 8. Adjustment for:
- REARR A5 4 4 Provision for long service payment
- Al i R R GHE
Provision for obligations under defined benefit plan written back
- 84T A 2 A B ik 3% Interest income on bank deposits

- 37 % B #:45 Depreciation and amortisation 5,6

- JE AR IR R AE 2 (H5 =) 21
Provision/(write-back on provision) for impairment of receivables

- 3782145 Bad debt written off 21

-ME - BRBREAGBHEEBE (ATX)
Loss on disposals of property, plant and equipment (see below)

- WA R RBE R B E 21
Interest income on amortisation of loans to farmers
- W RRERATEAE 21

Fair value adjustment on loans to farmers

%38 & 4 4% %) . Changes in working capital:
- ##% Inventories
- ERB 2 A JENAH A VMO Loans and interest receivable
- B R R AR ~ A R TAA 2OE
Accounts and other receivables, deposits and prepayments
- JEAT 2k 78 & 478 £ 45 Account payable and provisions
- 33 % B A4 Vegetable buyers' deposits

PEETHAELNASL
Cash generated from operations

(b) AR M ELRNE EMFE - B E BB AT RA L

In the cash flow statement, proceeds from disposals of property, plant and equipment comprise:

fi$ 3£
Note
R @ #14 Net book amount 6
WE S BB RGO L EER
Loss on sale of property, plant and equipment
HEME ~ MB R EMBEATIFERIE
Proceeds from sale of property, plant and equipment

ek L

Appendix 9
2007 2006
27,079,659 20,202,988
449,430 276,805
(11,472,043) (7,998,839)
16,057,046 12,480,954
247,629 404,728
(2,031,000) (1,407,000)
(15,546,529) (10,362,024)
3,462,104 3,218,134
24,058 (114,339)
- 1,164
95,158 21,446
(296,224) -
180,440 62,696
2,192,682 4,305,759
(8,499) (56,423)
1,540,830 263,122
(1,938,859) 287,461
2,228,527 652,516
(238,815) (147,450)
3,775,866 5,304,985
2007 2006
98,798 54,246
(95,158) (21,446)
3,640 32,800




Appendix 9

VEGETABLE MARKETING ORGANIZATION
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(All amounts in Hong Kong dollars unless otherwise stated)

NOTES TO THE FINANCIAL STATEMENTS

26 Capital commitments

At 31 March 2007, the Organization had capital commitments in respect of property,
plant and equipment outstanding and not provided for in the financial statements as follows:

2007 2006
VMO Agricultural Development Fund
Contracted but not provided for 525,000 291,000
27 Related-party transactions
Key management compensation
2007 2006
411,739 426,778

Salaries and other short-term employee benefits




Appendix 10

INDEPENDENT AUDITOR’S REPORT
TO THE TRUSTEE OF THE AGRICULTURAL
277 ( ) PRODUCTS SCHOLARSHIP FUND
) (established under the Agricultural Products
(Marketing) Ordinance, Chapter 277)

We have audited the financial statements of the

) Agricultural Products Scholarship Fund (the
“Fund”) set out on Appendix 11 to 15, which
comprise the balance sheet as at 31 March
2007, and the statement of income and
expenditure, the statement of changes in funds
and the cash flow statement for the year then
ended, and a summary of significant accounting
policies and other explanatory notes.

Trustee’s responsibility for the financial
statements

277 ( ) The Agricultural Products (Marketing)
Ordinance, Chapter 277, requires the Trustee to
keep proper accounts. The Trustee is
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 controls relevant to the
preparation and the true and fair presentation of
financial statements that are free from material
misstatement, whether due to fraud or error;
selecting and applying appropriate accounting
policies; and making accounting estimates that
are reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on
these financial statements based on our audit
and to report our opinion solely to you in
accordance with our agreed terms of
engagement and for no other purpose. We do
not assume responsibility towards or accept
liability to any other person for the contents of
this report.
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INDEPENDENT AUDITOR’S REPORT

TO THE TRUSTEE OF THE AGRICULTURAL
PRODUCTS SCHOLARSHIP FUND
(Continued)

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

Auditor’s responsibility (Continued)

We conducted our audit in accordance with
Hong Kong Standards on Auditing issued by the
Hong Kong Institute of Certified Public
Accountants. Those standards require that we
comply with ethical requirements and plan and
perform the audit to obtain reasonable
assurance as to whether the financial
statements are free from material misstatement.

An audit involves performing procedures to
obtain audit evidence about the amounts and
disclosures in the financial statements. 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 internal controls relevant to the
Fund’'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 Fund’s internal controls. An audit also
includes evaluating the appropriateness of
accounting policies used and the
reasonableness of accounting estimates made
by the Trustee, 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
Fund as at 31 March 2007 and of its deficit and
cash flows for the year then ended in
accordance with Hong Kong Financial
Reporting Standards.

(Signed) PricewaterhouseCoopers
Certified Public Accountants
Hong Kong, 23 July 2007
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AGRICULTURAL PRODUCTS SCHOLARSHIP FUND
( )

(Al amounts in Hong Kong dollars unless otherwise stated)

BALANCE SHEET

As at 31 March

2007 2006
Note
ASSETS
Non-Current assets
Interest-free loans 4 203,836 295,606
Current assets
Interest-free loans 4 80,522 64,361
Interest receivable on bank deposits 52,201 79,170
3 1 5 1,200,000 7,900,000
Bank deposits with maturities of more
than three months and within one year
Cash and cash equivalents 6 6,831,627 173,086
8,164,350 8,216,617
Total assets 8,368,186 8,512,223
FUNDS
8,000,000 8,000,000
Capital allocated by the Vegetable Marketing
Organization
Accumulated surplus 367,186 511,223
Total funds 8,367,186 8,511,223
LIABILITIES
Current liabilities
Accruals 1,000 1,000
Total liabilities 1,000 1,000
Total funds and liabilities 8,368,186 8,512,223
Trustee

(Signed) Miss CHEUNG Siu-hing
Hong Kong , 23 July 2007

The notes on Appendix 15 form an integral part of these financial statements.



AGRICULTURAL PRODUCTS SCHOLARSHIP FUND
( )

(Al amounts in Hong Kong dollars unless otherwise stated)

STATEMENT OF INCOME AND EXPENDITURE

Income
Interest on bank deposits

Interest income on amortisation of interest-free loans
Refund of grants

Provision for impairment of receivables written back

Expenditure
Auditors' remuneration
Scholarships

Grants

Fair value adjustment on interest-free loans

Deficit for the year

Appendix 12

Note Year ended 31 March
2007 2006
339,146 247,573
4 38,317 -
12,000 -
- 51,000
389,463 298,573
(2,000) (1,000)
(515,500) (482,000)
(17,000) (32,000)
4 - (12,914)
(533,500) (527,914)
(144,037) (229,341)

The notes on Appendix 15 form an integral part of these financial statements.



AGRICULTURAL PRODUCTS SCHOLARSHIP FUND
( )

(Al amounts in Hong Kong dollars unless otherwise stated)

STATEMENT OF CHANGES IN FUNDS

Capital allocated
by the Vegetable

Accumulated

Appendix 13

Marketing Organization surplus Total

2005 4 1 8,000,000 740,564 8,740,564
Balance at 1 April 2005

Deficit for the year - -229,341 -229,341
2006 3 31 2006 4 1 8,000,000 511,223 8,511,223
Balance at 31 March 2006

and 1 April 2006

Deficit for the year - -144,037 -144,037

2007 3 31 Balance at 31 March 2007 8,000,000 367,186 8,367,186

The notes on Appendix 15 form an integral part of these financial statements.



AGRICULTURAL PRODUCTS SCHOLARSHIP FUND
( )

(Al amounts in Hong Kong dollars unless otherwise stated)

CASH FLOW STATEMENT

Note

Cash flows from operating activities

Cash used in operations 7

Cash flow from investing activities
Interest received

3 1
Net withdrawal of bank deposits with maturities of
more than three months and within one year

Net cash generated from investing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year 6

Appendix 14

Year ended 31 March

2007 2006
(407,574) (456,078)
366,115 185,661
6,700,000 370,000
7,066,115 555,661
6,658,541 99,583
173,086 73,503
6,831,627 173,086

The notes on Appendix 15 form an integral part of these financial statements.
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Appendix 15

AGRICULTURAL PRODUCTS SCHOLARSHIP
FUND
(All amounts in Hong Kong dollars unless otherwise
stated)

NOTES TO THE FINANCIAL STATEMENTS

1 General information

The financial statements of the Agricultural
Products Scholarship Fund (the "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

(b) 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.

The address of the Fund is 757 Lai Chi Kok
Road, Cheung Sha Wan Wholesale Vegetable
Market, Cheung Sha Wan, Kowloon.

These financial statements are presented in
Hong Kong dollars unless otherwise stated.
These financial statements have been approved
for issue by the Trustee on 23 July, 2007.

2 Summary of significant accounting policies

The principal accounting policies applied in the
preparation of these financial statements are set
out below. These policies have been consistently
applied to all the years presented, unless
otherwise stated.
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PEASREAE AGRICULTURAL PRODUCTS SCHOLARSHIP
(x$ ,5‘75 ek s P:"-i‘”‘r f%ﬁ; B a!;;a) FUND
(All amounts in Hong Kong dollars unless otherwise
stated)
PAAR4F £ WL NOTES TO THE FINANCIAL STATEMENTS
2 EREVARRAHELE () 2 Summary of significant accounting policies
(Continued)
21 %upE 2.1 Basis of preparation
*A L TRAIREE R ARG A AR L R The financial statements of the Fund have
(THBMAER | )W A ek gt been prepared in accordance with Hong
RO g GeTE i hB e 4 B R 2 4 Kong Financial Reporting Standards
R TR IECON. RIEBEE SRS A S 1) ("HKFRS"), which collective term includes
Blop7adR 4 ¢ RBR L &~ it St ﬁq»,%%gb g all applicable individual HKFRS, Hong Kong
Bt BT @R 7T . Accounting  Standards (“HKAS”) and
I YN A = 2! ___71_ PII//FO

Interpretations issued by the Hong Kong
Institute of Certified Public Accountants
(“HKICPA™ and accounting principles
generally accepted in Hong Kong. The
financial statements have been prepared
under the historical cost convention, as
modified by the revaluation of interest-free
loans, which are carried at fair value.

AR EREMABERTPARFE LT R E The preparation of financial statements in
THEEIREfER ST ER I EA AR conformity with HKFRS requires the use of
* oA &GP RCRBAY 7 H HE R certain critical accounting estimates and

assumptions. It also requires management
to exercise its judgement in the process of
applying the Fund’'s accounting policies.
In the opinion of the Trustee, there are no
estimates and assumptions that have a
significant risk of causing a material
adjustment to the carrying amounts of
assets and liabilities within the next
financial year.

FEAEEER G BRI EREHT - B
FLERBDT AL § FpRG B £ 4 R o

MAA»E A ET ABKDIHRPDERNZ B4 Standard and amendment that are not yet
effective and have not been early adopted
by the Fund

MT Lo g ha AR ET ME RN F The following standard and amendment

FoEw - pAIEZ g R R R have been published that are relevant and

2T L ARATARDHPZEEDZ B mandatory for the Fund's accounting period

commencing from 1 April 2007, but which
the Fund has not early adopted.

S L
¥ .

. ABMAIER T ER1 L HE 2 . HKFRS 7, Financial Instruments:
Disclosures; and
- Ak e 1 AP MIHEA D . The complementary Amendment to
B - FTAHEE HKAS 1, Presentation of Financial

Statements - Capital Disclosures.
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Appendix 15

AGRICULTURAL PRODUCTS SCHOLARSHIP

FUND

(All amounts in Hong Kong dollars unless otherwise

stated)

NOTES TO THE FINANCIAL STATEMENTS

2 Summary of significant accounting policies
(Continued)

2.1

2.2

Basis of preparation (Continued)

The Fund has commenced, but not yet
completed, an assessment of the impact of
HKFRS 7 and the amendment to HKAS 1.
The Trustee is of the view that the impact
on the financial statements would not be
significant other than certain additional
disclosures.

Interest-free loans

Interest-free loans are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market. They are included in non-current
assets, except for those with maturities less
than 12 months after the balance sheet
date. These are classified as current
assets.

Interest-free loans are recognised initially at
fair value and subsequently measured at
amortised cost using the effective interest
method, less provision for impairment. A
provision for impairment of interest-free
loans is established when there is objective
evidence that the Fund will not be able to
collect all amounts due according to the
original terms of loans. The amount of the
provision for impairment is the difference
between the asset's carrying amount and
the present value of estimated future cash
flows, discounted at the effective interest
rate. The amount of the provision is
recognised in the statement of income and
expenditure.
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Appendix 15
AGRICULTURAL PRODUCTS SCHOLARSHIP
FUND
(Al amounts in Hong Kong dollars unless

otherwise stated)

NOTES TO THE FINANCIAL STATEMENTS

2 Summary of significant accounting policies
(Continued)

2.3

2.4

Cash and cash equivalents

Cash and cash equivalents include bank
balances and bank deposits with original
maturities of three months or less.

Revenue recognition
Interest income on bank deposits is

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

3 Financial risk management

The Fund's activities expose it to the following
financial risks:

@)

(b)

()

(d)

Foreign exchange risk

The Fund has minimal exposure to foreign
currency exchange rate risk as transactions
are mainly denominated in Hong Kong
dollars.

Credit risk

The Fund has policies in place for the
control and monitoring of its credit risk.

Liquidity risk

The liquidity of the Fund is managed and
monitored by maintaining sufficient cash.
Accordingly, the Fund is of the view that it
does not have significant liquidity risk.

Cash flow and fair value interest rate
risk

The Fund's interest rate risk arises from
bank deposits. Bank deposits issued at
variable rates expose the Fund to cash flow
interest rate risk. The Fund has significant
interest-bearing assets which comprise
interest-free loans and is exposed to fair
value interest rate risk.
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AGRICULTURAL PRODUCTS SCHOLARSHIP FUND

(

)

(Al amounts in Hong Kong dollars unless otherwise stated)

NOTES TO THE FINANCIAL STATEMENTS

4

Interest-free loans

2007 2006
4 1 Balance at 1 April 457,659 516,581
Repayments during the year (113,926) (58,922)
3 31 Balance at 31 March 343,733 457,659
343,733 457,659

Less : Fair value adjustment and amortisation:
4 1 -97,692 -84,778
Balance at 1 April

38,317 -
Interest income on amortisation of loans
- -12,914
Fair value adjustment for the year
3 31 -59,375 -97,692
Balance at 31 March
- Interest-free loans - net 284,358 359,967
-1 Less: Current portion of interest-free loans (80,522) (64,361)
-1 Non-current portion 203,836 295,606
3 1
Bank deposits with maturities of more than three months and within one year
3 1 4.03 ( 1422 )
31 ( 192 )

The effective interest rate on the bank deposits with maturities of more than three months and within one
year is 4.03% (2006: 4.22%); these deposits have an average maturity of 31 days (2006: 92 days).

Cash and cash equivalents

2007 2006
Bank balances 31,627 173,086
Bank deposi?s with maturities of three months or less 6,800,000 -
6,831,627 173,086
3 3.91 ( D)
3 )

The effective interest rate on bank deposits with maturities of three months or less
is 3.91% (2006: Nil); these deposits have an average maturity of 3 days (2006: Nil).



AGRICULTURAL PRODUCTS SCHOLARSHIP FUND Appendix 15
( )

(Al amounts in Hong Kong dollars unless otherwise stated)

NOTES TO THE FINANCIAL STATEMENTS

7
Cash generated from operations
2007 2006
Deficit for the year -144,037 -229,341
: Adjustments for:
- Interest income on bank deposits -339,146 -247,573
- -38,317 -
Interest income on amortisation of interest-free loans
- - -51,000
Provision for impairment of receivables written back
- - 12,914
Fair value adjustment on interest-free loans
-521,500 -515,000
: Change in working capital:
- Interest-free loans 113,926 58,922

Cash used in operations -407,574 -456,078
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