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WHO WE ARE ¢

The Competition Commission (Commission) is an independent statutory
body established under the Competition Ordinance (Ordinance) (Cap. 619)
which was enacted in June 2012, but has not yet come into full operation. The
Commission is committed to promoting a competitive environment that is
conducive to free flow of trade, efficiency and innovation bringing increased
choice and better quality and lower prices of goods and services to consumers
in Hong Kong.

WHAT WE DO ?

The objective of the Ordinance is to prohibit agreements, practices and conduct
that prevent, restrict or distort competition, and to prohibit mergers that
substantially lessen competition in Hong Kong. The scope of application of
the Merger Rule is currently limited to mergers involving undertakings directly
or indirectly holding carrier licences issued under the Telecommunications
Ordinance (Cap. 106).

The Commission is tasked with the following functions under the Ordinance:

e To investigate conduct that may contravene the competition rules of the
Ordinance and enforce the provisions of the Ordinance;

e To promote public understanding of the value of competition and how the
Ordinance promotes competition;

e To promote the adoption by undertakings carrying on business in Hong
Kong of appropriate internal controls and risk management systems and to
ensure their compliance with the Ordinance;

e To advise the Government on competition matters in Hong Kong and
outside Hong Kong;

e To conduct market studies into matters affecting competition in markets in
Hong Kong; and

e To promote research into and the development of skills in relation to the
legal, economic and policy aspects of competition law in Hong Kong.

The Commission’s Vision, Mission and Values embody the spirit in which we

carry out our duties to safeguard competition in Hong Kong by enforcing
the Ordinance.
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The Commission is committed to preventing anti-competitive

agreements, practices and conduct through nurturing a culture

conducive to competition, advocating rigorous compliance and
engaging in effective law enforcement.
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To safeguard a level-playing field for consumers and

businesses in Hong Kong, enhancing economic vibrancy,
stimulating innovation and delivering consumer benefits.

fEdn
MISSION

s BRMEBNERTEBNTERFRE
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*  We will strive to uphold a level-playing field in Hong Kong;

*  We will act independently within the confines of the law;

* We will handle complaints, deal with applications and conduct
investigations in an impartial, objective and professional manner;

*  We will make ourselves accessible and accountable for our decisions
and actions; and

*  We will treat all people with respect and uphold ethical standards.



£ 0k

CHAIRPERSON’S MESSAGE

n%s&g @

- COMPETITION
COMMISSION

CC BPisHERTSENE - LB
AERBGRIEIFERE - WIE (1EH)
R EEN -

\ The next year will see the Commission
push ahead with a set of key initiatives
that will prepare the public and business
community for the full commencement
of the Ordinance. 9§
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LAYING THE FOUNDATIONS

| am pleased to present to you our second Annual Report covering the period
from 1 April 2013 to 31 March 2014.

Competition law may be new to Hong Kong, but the desire to ensure consumers
have a wide range and choice of better quality products at lower prices is an
engrained thread running through our economy. Yet there may also be current
business practices here in Hong Kong which have a detrimental impact on
the interests of consumers and other businesses. The Ordinance has given the
Commission the responsibility to maintain open and competitive markets in
Hong Kong and to intervene against those who seek to undermine a fair and
level-playing field.

Although the Ordinance has not yet fully commenced, the past year has been
an important period for the Commission to establish the foundational platforms
that will serve us well in our enforcement and advocacy tasks ahead.

Aside from establishing our office and the necessary financial and
administrative processes, we undertook a global recruitment exercise that
will see a diverse team of professionals with a range of competition and
other enforcement backgrounds join the Commission in the coming months.
I am glad the Commission has attracted a team of capable staff to meet the
challenging tasks ahead. | would like to take this opportunity to express my
heartfelt thanks to the Commission members and the government team that
was temporarily seconded to the Commission for their dedication in building
a good foundation for our future work. | look forward to the continued support
of our members and executive team.

We have also taken full advantage of the depth and range of experience from
competition agencies in other jurisdictions. As well as a number of bilateral
visits to our colleagues in Singapore, Brussels, Paris and the United Kingdom,
we signalled our intent for active international engagement by joining the
International Competition Network in December 2013. As the “new kid on
the block” we have much to learn - particularly from our regional neighbours
and from deeper international cooperation and knowledge sharing with
established overseas authorities. | am convinced that through such exchanges,
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the Commission enriches its understanding of global anti-competition issues
that may have relevance to Hong Kong and that have already encountered by
other agencies.

BUILDING THE PLATFORM FOR COMMENCEMENT

With the infrastructure and executive team in place, the next year will see the
Commission push ahead with a set of key initiatives that will prepare the public
and business community for the full commencement of the Ordinance.

Education and advocacy

The Commission recognises that compliance is best achieved if there is public
awareness, understanding and support for the Ordinance in Hong Kong.
The Commission will continue to make outreach and advocacy programmes
a key focus of its activities in the upcoming year. We will continue to engage
the public and the business community through a range of seminars,
meetings and media briefings. In addition to increasing our website content,
we will work to encourage businesses to commence their compliance
programmes as early as possible and thus the Commission will develop tools for
self-assessment on competition risks, and to provide other education materials
to aid compliance.

Preparing guidelines

In the coming months, we will focus our attention on preparing the guidelines
that will set out how the Commission will interpret the Competition Rules; what
type of processes we will have in place for decisions and block exemption; and
how we will deal with complaints and investigations. To ensure our guidelines
match the specificities of Hong Kong, we will be engaging and consulting with
the public, businesses, trade associations, the Legislative Council and other
relevant stakeholders to understand their expectations of our role and to learn
more about current trade practices.
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International engagement and cross-agency cooperation

We will step up our activities in engaging with and cooperating in the
international enforcement community through bilateral efforts and
participation in international forums. In addition, to ensure a joined up approach
to competition policy and law enforcement, there may be a need to develop
mechanisms for cooperation with other agencies within Hong Kong - and we
will begin to examine the best methods to do so.

I can thus report with confidence that we are making clear progress along the
road to prepare for the commencement of the Ordinance. We look forward
to hearing from you in the coming months and hope you will be an active
participant in our consultation and engagement processes.

Anna WU Hung-yuk
Chairperson

4 September 2014
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OBJECTIVES

In a free market economy, the market is the regulator. A competitive market leads
to better prices, products and choice for everyone, and greater opportunities for
businesses, especially smaller ones, to enter new markets and grow. Competition
drives efficiency and innovation, and directs businesses to meet consumer
demands by providing the right products at the right price and quality.

The introduction of a cross-sector competition regime to Hong Kong is an
important step in protecting and nourishing our shared value of competition.
The Ordinance seeks to protect the process of competition, not individual
competitors, and does so by making certain business practices which undermine
this process illegal.

THE COMPETITION RULES

The First Conduct Rule (FCR)

The FCR mainly deals with agreements and concerted practice between
businesses and decision of an association to cooperate or collude on pricing
or other terms of supply, the object or effect of which is to prevent, restrict
or distort competition in Hong Kong. Cartels, in particular, raise prices and
costs for end consumers as well as other businesses, and can restrict a firm'’s
ability to compete, leading to lost opportunities and overall economic loss for
Hong Kong.

Under the FCR:

e All businesses must not engage in any kind of anti-competitive conduct.

* Businesses engaging in anti-competitive agreements or practices (other
than serious anti-competitive conduct) are excluded from the FCR where
the combined turnover of the businesses does not exceed $200 million
for the turnover period.
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Serious anti-competitive conduct

Under the FCR, four types of conduct are defined as serious anti-competitive
conduct:

X Price fixing

X Market sharing

X Output restrictions

X Bidrigging

After an investigation, the Commission may issue an infringement notice to the
person it proposes to bring proceedings, or bring proceedings directly to the
Competition Tribunal to seek a suitable penalty.

Other forms of anti-competitive agreement

The FCR also captures other types of agreements which may be harmful to
competition. This will include, for example, group boycotts, joint production
agreements or restrictions on advertising. Some agreements may belong to a
common and an entirely innocent business practice and thus may not necessarily
be anti-competitive. However in certain contexts, such agreements may have the
effect of preventing, restricting or distorting competition. Where such activities
are considered by the Commission to be anti-competitive conduct, businesses
will first receive a warning notice and be given an opportunity to cease their
illegal behaviour.

The Ordinance has built in a “safe harbour” for small and medium enterprises
(SMEs). Businesses engaging in anti-competitive agreements or practices
(other than serious anti-competitive conduct) are excluded from the FCR
where the combined turnover of the businesses does not exceed $200 million
for the turnover period.

The Second Conduct Rule (SCR)

Under the SCR, businesses with a substantial degree of market power are
prohibited from abusing that power to harm competition. Certain conduct
(such as predatory pricing, bundling, tying or refusing to deal) engaged in
by businesses with substantial market power can have the object or effect of
excluding competitors from the market, thereby limiting choices available to
consumers. Businesses with annual turnover not exceeding HK$40 million for
the turnover period are excluded from the SCR.
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The Merger Rule

Mergers that have or are likely to have the effect of substantially lessening
competition in Hong Kong are prohibited under the Ordinance. The scope
of application of the Merger Rule is currently limited to mergers relating to
undertakings directly or indirectly holding carrier licences issued under the
Telecommunications Ordinance (Cap. 106). The Merger Rule does not apply
if the economic efficiencies from the merger outweigh the harm caused to
competition. Businesses may apply for decisions from the Commission or the
Communications Authority (CA) as to whether their mergers are excluded.

ENFORCING THE ORDINANCE

Whether anti-competitive behaviour contravenes the Ordinance is a matter of
evidence and subject to a certain level of investigation. The Commission will
exercise its discretion to direct its resources to the investigation and resolution
of matters that provide the greatest overall benefit for Hong Kong's businesses
and consumers.

1
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Institutional arrangements

The Ordinance adopts a judicial enforcement model to separate the powers
of investigation and enforcement from adjudication. The Commission is
responsible for investigation and the wider enforcement of the Ordinance.
The Competition Tribunal (Tribunal), a specialised tribunal established under
the Ordinance, is responsible for adjudicating cases of alleged breaches of
the competition rules. The Tribunal is empowered to apply a broad-range of
remedies for contravention of a competition rule, including pecuniary penalties,
director disqualifications, and prohibition, damages and other orders.

The Ordinance provides that the CA will have concurrent jurisdiction with
the Commission in respect of the investigation and bringing of enforcement
proceedings of competition cases in the broadcasting and telecommunications
sectors. To this effect, the Commission and the CA will enter into a Memorandum
of Understanding (MoU) which will provide for matters including the manner of
how the two bodies will cooperate and pursue enforcement actions.

Whether to intervene - severity factors
In terms of its enforcement priorities, the Commission will take into consideration

the following severity factors:

HHEER HhX
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miEEESEPRZITS
PRI T ELf S EEE A
TIBE IR RER
Concentrated markets
& conduct is restricting
entry or expansion
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Evidence of
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for the law
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Remedies

To encourage compliance with the competition rules, the Ordinance provides

for a range of remedies which the Commission could seek from businesses.

The Commission may:

e Issue warning notices, infringement notices or accept commitments in
response to conduct it considers may contravene the Ordinance.

e Commence proceedings in the Tribunal seeking remedies including
pecuniary penalty of up to 10% of an undertaking’s annual local turnover
per contravention for a maximum period of three years, orders disqualifying
people from serving as director of a company, and prohibition, damages or
other orders to address the contravention, as well as orders issued to firms
merged or to be merged to bring the contravention to an end.
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remedies

Leniency Agreements Commitments
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The Commission expects to use measures such as commitments or warning
notices for resolving less serious anti-competitive behaviour which contravenes
the Ordinance. We anticipate this will bring a swift and immediate resolution to
such anti-competitive behaviour.

Identifying the remedy - remedial goals

When considering what remedy to seek, the Commission favours remedies
which can:

e Bring a swift end to illegal conduct;

e Undo any harm caused;

e Encourage effective compliance;

e Deter unlawful conduct;

e Be consistent with previous decisions; and

Be proportional across parties to the conduct (allowing for any cooperation
provided).
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Achieving sufficient deterrence may involve bringing proceedings in the
Tribunal to seek orders which impose sanctions (e.g. pecuniary penalty,
disqualification of a person from serving as director of a company, etc.)
against the wrongdoer.

Leniency

When conducted in secret, cartels are notoriously hard to detect. One of the
key tools used by competition authorities around the world to detect cartels is
a policy providing protection from prosecution for the first party to notify the
competition authority of the cartel conduct. As it is a major concession not to
seek pecuniary penalty against someone who admits to a contravention of the
Ordinance, the Commission expects that leniency agreements will be used in
cases of cartel conduct. Parties who are not entitled to such immunity may still
wish to cooperate in the Commission investigation(s), and the Commission may
take this factor into account when considering the severity of the remedy.

Core principles in conducting and resolving investigations

In relation to all investigations, the Commission:

e Will not comment on matters it may or may not be investigating, except
in exceptional circumstances or to correct the public record where
investigations are made public by third parties;

e Will conduct investigations as efficiently as possible to avoid costly delays
and business uncertainty;

*  Will consider good-faith offers from parties under investigation to address
the Commission’s concerns, having regard to the severity factors and
remedial goals;

e Will inform complainants of the outcome of investigations; and

e Will make outcomes of investigations public according to the Ordinance.

15



16

(RRFHEG]) BB
COMPETITION ORDINANCE AT A GLANCE

B R EHIR

CRPI) FTEAE THRERHRBRER - XBERATR
BB KRB MR — BRI BRTEETR - )
BERRRBKEDEMA - B XRERTTM
BESHRE BERANRABHERTHARENSE
BETFRNRSHMREAELRE - BIEmS -
TENHRBFEARUATER

¢ RARBKEMRMHE

o REBTEEREMETHHRIITA

- EBNZRENSERLCEIZNRBNES
B8,

o BH[EHIMNHERTE

. EREHRNAIEEETIEB_EBINES
BB NS =

s HEXHANEEFETHANTEBTINER

= -

o BREESTWREERRRDS  URERERH
FRZE—TRHTRRR - LETHEREXBER
HEREEMIEL - FAABRESBTES - ERTE
R RESHAERHGSTAREARBRRE
4 EBEN S TR E TN R R E -

BERRTRETRRESRTHRERTTERLD
HBGRER - IRV REFT BB EERIKE -
ME R R LR RRTRNGS °

EXEMPTIONS AND EXCLUSIONS

The Ordinance provides for a number of exemptions and exclusions.

Undertakings can self-assess their conduct against the exclusions in Schedule 1

to the Ordinance to determine if the relevant exclusion applies. Alternatively,

undertakings can apply to the Commission for a decision as to whether an

agreement or conduct is exempt or excluded from the application of the

competition rule concerned. In summary, the main exclusions apply to:

*  Agreements enhancing overall economic efficiency;

e Agreements or conduct which has been undertaken in order to comply with
alegal requirement;

* Undertakings entrusted by the Government with a service of general
economic interest;

e Agreements or conduct resulting in a “merger”;

* Agreements between undertakings if the combined turnover of the
undertakings does not exceed $200 million for the turnover period; or

e Conduct engaged in by an undertaking with turnover not exceeding
$40 million for the turnover period.

In addition, the Commission can issue block exemption orders to exempt
a category of agreements from the FCR, either on the application of an
undertaking or on the volition of the Commission itself. In either scenario,
the Commission needs to be convinced that the economic efficiencies
arising from such agreements offset any potential anti-competitive effects
before issuing the orders.

The Chief Executive of Hong Kong Special Administrative Region in Council can

also make an order to exempt certain agreements or conduct on public policy
grounds or to avoid conflict with Hong Kong's international obligations.
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The Commission is committed to high standards of corporate governance
in conducting its duties in the best interest of the public and its stakeholders.
We strive to enhance the effectiveness of management of the organisation,
ensure its accountability to the public and transparency of its operations
through the disclosure of appropriate information on our operation and
governance. We abide by the Ordinance which governs many aspects of the
Commission’s operations and the supporting functional committees. We also
adopt appropriate principles and best practices including control mechanisms,
codes of conduct and corporate governance arrangements that are applicable
to public bodies.

COMMISSION MEMBERS (as at 31 March 2014)

The Commission exercises the functions as provided in the Ordinance. It
oversees the work of the executive arm of the Commission and approves all
major decisions. The Commission currently has a Chairperson and 13 Members,
who were all appointed by the Chief Executive of the Hong Kong Special
Administrative Region with effect from 1 May 2013 for a period of three years.
Commission Members are drawn from different fields, including those who have
relevant expertise and experience in industry, commerce, economics, law, SMEs,
accounting, finance and consumer protection.
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Chairperson

The Hon Anna WU Hung-yuk, GBS, JP

Ms. Anna Wu is a lawyer. She is a member of the Executive Council, the
Chairperson of the Mandatory Provident Fund Schemes Authority and a member
of the International Advisory Board of the Hong Kong International Arbitration
Centre. She previously served as a member of the Legislative Council and as the
Chairperson of the Equal Opportunities Commission, the Consumer Council and
the Operations Review Committee of the Independent Commission Against
Corruption (ICAC). Ms. Wu was also a member of the Law Reform Commission
and the Hospital Authority. She was a Director of the Hong Kong Mortgage
Corporation Limited and a Non-executive Director of the Securities and Futures
Commission.

Members

Member, Chairperson of Staff Committee

The Hon Andrew LEUNG Kwan-yuen, GBS, JP

Mr. Andrew Leung is a merchant. He is a member of the Legislative Council,
the Honorary Chairman of the Federation of Hong Kong Industries, and the
Textile Council of Hong Kong. He is a council member of the Hong Kong Trade
Development Council, a member of the Economic Development Commission,
the Deputy Chairman of the Business Facilitation Advisory Committee, a
Non-executive Director of the Mandatory Provident Fund Schemes Authority
and a Director of The Hong Kong Mortgage Corporation Limited.
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Member, Chairperson of Finance and

Administration Committee

Ms. Agnes CHAN Sui-kuen

Ms. Agnes Chan is the Managing Partner of Ernst & Young for Hong Kong
and Macau. She is a member of the Environment and Conservation Fund
Committee, the Inland Revenue Department Users’ Committee, the Mandatory
Provident Fund Schemes Appeal Board, and the Telecommunications Users and
Consumers Advisory Committee of the Office of the Communications Authority.
Ms. Chan is also a member of the Accounting Advisory Board of the Hong Kong
University School of Business, a member of the Advisory Board of the Hong Kong
University of Science and Technology Institute for Emerging Market Studies, and
Vice Chairman of the Financial and Treasury Services Committee of the Hong
Kong General Chamber of Commerce. She was the President of Zonta Club of
Hong Kong.

Mr. CHAN Kwok-wai, MH, JP

Mr. Chan Kwok-wai is the Managing Director of Kin Man Garment Factory
Ltd. He is a member of the Textiles Advisory Board of the Trade and Industry
Department, the Honorable President of The Hong Kong General Chamber
of Small & Medium Business and the Deputy Chairman of The International
Institute of Management. He was a member of The Greater Pearl River Delta
Business Council, the Vetting Committee of the SME Development Fund of the
Trade and Industry Department and the Standing Committee on Company
Law Reform.

Mr. Thomas CHENG Kin-hon

Mr. Thomas Cheng is an associate professor at the Faculty of Law of the
University of Hong Kong. His research focuses on competition law and policy
issues. He is a member of the Administrative Appeals Board, the Energy Advisory
Committee, and the Committee on Slots Complaints. He is also a member of
the Consumer Council, and the Chairman of its Competition Policy Committee.
Mr. Cheng also serves as a member of the executive board of the Academic
Society for Competition Law.
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Prof Leonard CHENG Kwok-hon, JP

Professor Leonard Cheng is an economist and President of the Lingnan
University. His research interests are in applied game theory, market structure,
technological innovation and imitation, currency crisis, international trade and
investment etc. Professor Cheng is a Non-Executive Director of the Securities
and Futures Commission (SFC), the Chairman of Executive Committee of the
Investor Education Centre of the SFC, a member of the Economic Development
Commission, and Independent Commission on Remuneration for Members
of the Executive Council and the Legislature, and Officials under the Political
Appointment System of the Hong Kong SAR.

Mr. Michael HUI Wah-kit, MH

Mr. Michael Hui is the Managing Director of Freedom Industrial Corporation Ltd.
He is the Vice President of the Hong Kong Chinese Importers’ & Exporters’
Association, Chairman of the Import & Export Industry Training Advisory
Committee, a member of the Programme Management Committee of the
Dedicated Fund on Branding, Upgrading and Domestic Sales (BUD Fund)
(Enterprises Support Programme) and Hong Kong Export Credit Insurance
Corporation Advisory Board, a Council member of the Hong Kong Baptist
University. Mr. Hui was the Chairman of the Hong Kong United Youth
Association, Central Policy Unit's Part-time Member, and a member
of the Greater Pearl River Delta Business Council, the West Kowloon
Cultural District Authority Consultation Panel, and the Harbour Front
Enhancement Committee.

Mr. KWOK Kwok-chuen, BBS, JP

Mr. Kwok Kwok-chuen is an Honorary Senior Research Fellow at the School of
Economics & Finance of the University of Hong Kong. He is a member of the
Currency Board Sub-Committee of the Exchange Fund Advisory Committee, the
Port Development Council, the Aviation Development Advisory Committee, the
Joint Committee on Student Finance, the Steering Committee and Investment
Committee of the Hong Kong SAR Government Scholarship Fund, and an
Independent Non-Executive Director of Sunevision Holdings Ltd. and DBS Bank
(Hong Kong) Ltd. Mr. Kwok was the Government Economist for the Hong Kong
SAR Government, and the Regional Chief Economist for East Asia of Standard
Chartered Bank.
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Mr. Larry KWOK Lam-kwong, BBS, JP (Membership until 31 May 2014)

Mr. Larry Kwok is a practicing solicitor and also a qualified accountant.
He is the Chairman of the Independent Police Complaints Council,
Chairman of the Transport Advisory Committee, a member of the Mainland
Opportunities Committee of the Financial Services Development Council,
the Land and Development Advisory Committee and the Mandatory
Provident Fund Schemes Advisory Committee. Mr. Kwok was Vice-Chairman
of the Consumer Council, Convenor of the Disciplinary Appeals Committee
of the Hong Kong Stock Exchange, Chairman of the Traffic Accident
Victims Assistance Advisory Committee and a member of the Hong Kong
Tourism Board.

Ms. Miranda KWOK Pui-fong

Ms. Miranda Kwok is the Executive Director of China Construction Bank
(Asia) Corporation. She is the Vice President of the Hong Kong Institute
of Bankers, a member of the Securities and Futures Appeals Tribunal, the
Public Affairs Forum, the Deposit-Taking Companies Advisory Committee,
the Anti-Money Laundering and Counter-Terrorist Financing (Financial
Institutions) Review Tribunal and the General Committee of the Federation
of Hong Kong Industries.

Dr. Anthony William SEETO Yiu-wai

Dr. Anthony William Seeto is a telecommunications engineer by profession.
He is the Chairman of his own investment company and the Director of IW
Management Services Ltd. Dr. Seeto is also a member of the Communications
Authority and a Fellow of the Hong Kong Institute of Directors. He was an
executive committee member of the Communications Association of Hong
Kong and the Hong Kong IT Federation, a member of the Telecommunications
Users and Consumers Advisory Committee of the Office of the Communications
Authority and the Chairman of the Technology Committee of the Australian
Chamber of Commerce Hong Kong and Macau.
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Prof TSANG Shu-ki

Professor Tsang was a professor of economics at the Hong Kong Baptist
University before his retirement in 2010. He has since been a senior research
fellow of the Institute for Enterprise Development of the university. He was a
member of the Consumer Council, the Telecommunications (Competition
Provisions) Appeal Board, and the Exchange Fund Advisory Committee
Currency Board Sub-Committee, and a director of the Exchange Fund Investment
Limited.

Ms. Gilly WONG Fung-han

Ms. Gilly Wong is the Chief Executive of the Consumer Council. She is a member
of the Consumer Legal Action Fund Management Committee, the Steering
Committee on Review of Hospital Authority, the Steering Committee on Review
of Regulation of Private Healthcare Facilities, the Deposit-taking Companies
Advisory Board of the Hong Kong Monetary Authority, the Estate Agents
Authority, the Advisory Committee on Travel Agents and the Travel Industry
Compensation Fund Management Board of the Tourism Commission, and
the Costs Committee of the Department of Justice. Ms. Wong was the General
Manager of MICE and Cruise of the Hong Kong Tourism Board.

Mr. Simon WONG Kit-lung

Mr. Simon Wong is an engineer. He is an Executive Director of the LH Group and
Kabushikigaisha Ltd. Mr. Wong is a member of the Liquor Licensing Board, the
Minimum Wage Commission, the Business Facilitation Advisory Committee, the
Mandatory Provident Fund Industry Schemes Committee, and the Commission
on Poverty - Education, Employment & Training Task Force. He is also the
Chairman of Wong Tai Sin District Fight Crime Committee and the Institution of
Dining Art.
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FUNCTIONAL COMMITTEES

To facilitate the Commission’'s work, two working committees were
established in May 2013, namely, the Staff Committee (SC) and the Finance
and Administration Committee (FAC). These committees meet regularly and
report their work to the Commission.

Staff Committee

The SCis chaired by a Member of the Commission, with four other Members on
the Committee. The Committee formulates principles and guidelines governing
human resources management matters, including recruiting staff to the
executive arm of the Commission and staff management.

Functions

e To formulate principles and guidelines governing human resources
management matters including promotion and disciplinary matters;

e To decide on remuneration package, terms and condition of employment
of staff for posts below the Chief Executive Officer level, unless otherwise
decided by the Commission;

¢ To consider and approve recommendations of selection boards and other
matters related to the appointment, further employment or termination of
service in relation to staff below the level of Executive Director;

* To advise, and to approve proposals each with an estimated value not
exceeding $5 million, on procurement matters related to staff management
or staff recruitment;

* To consider policy issues pertaining to human resources management and
make recommendations to the Commission; and

e To consider any other staffing matters and human resources management
issues referred to it by the Commission.

Membership List

The Hon Andrew LEUNG Kwan-yuen, GBS, JP (Chairperson)
Mr. Thomas CHENG Kin-hon

Mr. KWOK Kwok-chuen, BBS, JP

Ms. Miranda KWOK Pui-fong

Dr. Anthony William SEETO Yiu-wai
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Functions

To formulate principles and guidelines governing administrative and
financial matters;

To advise the Commission on the investment objectives and strategies,
having regard to such classes of investment as the Financial Secretary may
specify in writing;

To review and make recommendations on the draft Annual Estimates of
Expenditure of the Commission;

To review the draft statements of accounts of the Commission;

To review the audit reports, audit findings and monitor the implementation
of actions arising from the audit reports;

To review the draft annual report on the activities of the Commission;

To make recommendations to the Commission in respect of the appointment
of an auditor;

To advise, and to approve proposals, on matters in relation to the leasing or
acquisition of the Commission'’s office accommodation;

To advise, and to approve proposals each with an estimated value not
exceeding $5 million, on procurement matters, with the exception of
procurement matters under the purview of the Staff Committee;

To consider policy issues pertaining to financial management control,
accounting procedures and general administration of the Commission and
make recommendations to the Commission; and

To consider any other administrative and financial matters referred to it by

the Commission.
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COMMISSION AND COMMITTEE MEETINGS

In the year under review, a total of 10 Commission meetings were convened
with an overall attendance rate ranging from 70% to full attendance.
The two Commission committees, namely SC and FAC, convened 5 and
7 meetings respectively. Attendance records of Members are shown
as follows:

Attendance Record of Competition Commission Meetings
May 2013" to March 2014 (10 meetings)

|

RE HERE
Member No. of times present
HAERS Hon Anna WU Hung-yuk 10
REERE Hon Andrew LEUNG Kwan-yuen 9
Cip=fedun Ms Agnes CHAN Sui-kuen 10
FREA R T4 Mr CHAN Kwok-wai 9
ERERR AL Mr Thomas CHENG Kin-hon 8
EREERIR Prof Leonard CHENG Kwok-hon 7
RFEAERE Mr Michael HUI Wah-kit 9
SE 2 K E Mr KWOK Kwok-chuen 10
SRR L Mr Larry KWOK Lam-kwong 10
SIS L+ Ms Miranda KWOK Pui-fong 8
FIfEMR/ZE L DrAnthony William SEETO Yiu-wai 10
EEEHR Prof TSANG Shu-ki 7
=ERMAZL Ms Gilly WONG Fung-han 10
EHELE Mr Simon WONG Kit-lung 8
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ABZEEERHELR Attendance Record of Staff Committee Meetings
201355 8" £20145F3 A (5 XFiR) May 2013" to March 2014 (5 meetings)
|
RE HERE
Member No. of times present
REERE Hon Andrew LEUNG Kwan-yuen 5
EREERR A Mr Thomas CHENG Kin-hon 3
SRR 2 S Mr KWOK Kwok-chuen 5
IS L+ Ms Miranda KWOK Pui-fong 2
A{EREE L Dr Anthony William SEETO Yiu-wai 4
HMBERITHRESEERLFELH Attendance Record of Finance and Administration
Committee Meetings
20135 8" £2014F3 8 (H7.8FHR) May 2013" to March 2014 (7 meetings)
|
24=1 HERE
Member No. of times present
BRItz + Ms Agnes CHAN Sui-kuen 7
R Bl L S A Mr CHAN Kwok-wai 7
BREHR Prof TSANG Shu-ki 6
EHELE Mr Simon WONG Kit-lung 7
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* The appointment of Members commenced on 1 May 2013.

TRANSPARENCY TO THE COMMUNITY

The Commission considers transparency a foundation of good corporate
governance and has taken an open approach to disclosing information
about its operations. The Commission endeavours to maintain interactive
communication with the public and stakeholders by providing timely and
appropriate information through various channels including press releases,
annual report, formal announcements and the Commission’s bilingual website
(www.compcomm.hk). The website, targeted to launch in April 2014, presents
a comprehensive platform to provide local and overseas visitors with first-
hand information, including the Ordinance, corporate structure, press releases,
speeches, presentations, publications, as well as the Commission’s latest updates
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and activities. A designated telephone hotline and email were set up to handle
enquiries from the public and businesses regarding the new competition law
and the Commission’s work.

CONTROL MECHANISMS

Financial Control

Before the financial staff of the Commission assumed office in mid-February
2014, a team of civil servants were temporarily seconded to the Commission to
assist the setup of its executive arm and the initial operation including financial
administration and management. The civil service staff and the new staff of the
Commission followed the stringent government financial and procurement
procedures as much as practicable in handling finance related matters for the
Commission. A system of delegation of financial authorities has also been put
in place.

A “Summary of Financial Position” which outlines the income and expenditure
position of the Commission is submitted to the FAC and the Commission for
their review on a quarterly and semi-annually basis respectively to ensure
proper scrutiny is exercised.

Budget monitoring and control

As part of the budget monitoring and control mechanism, the Commission’s
estimates and revised estimates for the following financial year are reviewed and
endorsed by the FAC before submission to the Commission for approval. The
approved estimates will then be submitted to the Chief Executive of Hong Kong
Special Administrative Region before the end of December each year.

Internal Control

Effective internal control is important for the Commission. Segregation of
duties is upheld as much as practicable. Specified delegation of authorities for
decision making in respect of different activities are made known to each level
of staff through circulars and briefings in order to ensure internal guidelines are
understood by all staff concerned.

Guidelines and training are provided to ensure all staff is aware of the
classification of information to which they are given access. Moreover, restricted
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access to confidential or sensitive information is only granted to authorised
staff members who are obliged to protect the information from leakage.
Confidential records and documents are safeguarded by designated staff.

External Checks and Balances

The financial statements of the Commission are subject to audit by an external
auditor which is not engaged in any other non-audit services for the Commission.
Mazars CPA Limited continued to be the Commission’s external auditor in the
financial year of 2013/14.

CODE OF CONDUCT

To safeguard public interest as well as to uphold integrity and impartiality,
the Commission has issued a Code of Conduct for Commission/Committee
Members which sets out, inter alia, the prohibition of solicitation, acceptance or
offering of advantages, and avoidance of conflicts of interests through disclosure
of interests. The Commission maintains a register of interests containing the
pecuniary and personal interests of Members in respect of their directorships
and shareholdings in companies, remunerated employment, ownership of
property or land and memberships of boards and other organisations engaging
in economic activities relevant to Hong Kong. The register is available for public
inspection on the Commission’s website and at the office of the Commission.
Under the rules of procedure, where a discussion of matters may give rise to
conflict of interest at a meeting, Members are required to make a disclosure or
withdraw from the meeting.

The Commission is also committed to engaging, attracting and retaining a high
quality workforce with strong professional standards and integrity. To promote
high ethical standards and fair dealings in the conduct of its operations, the
Commission has adopted a Code of Conduct to be adhered to by all staff. The
Code of Conduct sets out the expected standard of behaviour and reminds staff
of their legal and contractual obligations to the Commission. It also provides
specific guidelines on various issues, such as confidentiality of information, offer
and acceptance of advantages, avoidance of conflicts of interest, declaration of
financial and other interests etc. During the year under review, the Commission
also co-organised briefing sessions with ICAC on Integrity Management and
Clean Public Services for both Commission Members and staff.
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PREPARATION OF THE COMMISSION’S GUIDELINES

The Ordinance requires that the Commission must issue guidelines indicating
its intended interpretation and approach to the competition rules, as well as
indicating the procedures for the submission of complaints and applications
for exemption/exclusion decisions and block exemption orders. Before
issuing the guidelines, the Commission will consult the Legislative Council and
relevant stakeholders.

Subsequent to the appointment of the Commission Members in May 2013,
work has begun on the drafting of the guidelines in late summer 2013 with the
assistance of a legal consultant.

RECRUITMENT

The Commission started its search for suitable candidates to join the workforce
commencing mid-2013. The entire recruitment exercise was closely overseen by
the Staff Committee. The recruitment exercise began in September 2013 with
the first batch of staff reporting for duty in early 2014. By the end of March 2014,
19 staff members were on board, including the Executive Directors of Operations
as well as Public Affairs and Corporate Services. Apart from recruitment, the
Commission has also developed a performance appraisal system that monitors,
assesses and encourages mutual communications on work expectations and
staff performance.
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OFFICE SETUP AND SYSTEM ESTABLISHMENT

The Commission first resided in the former government headquarters in Central
before securing a permanent office in Wu Chung House, Wan Chai. Fitting-out
work for the new Commission office, which could accommodate around 50 staff,
was completed in January 2014 and the office relocation project was successfully
completed in February 2014.

During the initial stage of the Commission’s operation, the Commission has
adopted an information communication system which facilitates effective
bilateral communication and sharing of information with Commission Members.
With an aim to adopting efficient and up to date practices, the Commission
engaged an IT consultancy firm to lead the sourcing and development of core
systems including Network Infrastructure, Electronic Messaging System, Remote
Access System, Office Automation System, Endpoint Protection System, Patch
Management System and File Encryption System.

The Commission commissioned a financial information system in early 2014
to cope with its operational needs. User acceptance test is underway and
it is expected the system will go live in late June 2014 producing financial
and management reports in a timely manner for monitoring and resource
management purposes. The Commission has also commenced the relevant
procurement process for establishing offsite data backup systems and will start
to identify service provider in early July 2014.
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MEDIA & PUBLICITY

As an open and transparent organisation, the Commission endeavours to
maintain effective communications with the public and the media in
providing updates on the Commission’s development. Throughout the year, the
Commission maintained close liaison with local and international journalists. An
inaugural media gathering was held in March 2014 to introduce the Ordinance
and the newly set-up Commission to the media generating extensive coverage
and positive publicity for the Commission. The Commission also paved the way
for enhanced transparency and communication with the public at large by
building its official website which is targeted to launch in April 2014 with regular
updates of press releases, publications, speeches, presentations, corporate
information as well as latest events and activities.

INTERNATIONAL EXCHANGES

In the early stage of its development, the Commission is committed to
understanding more about the practice and operation of overseas competition
authorities through international visits, exchanges as well as participation in
global and Asia Pacific focused conferences and seminars.

During the year under review, the Commission also welcomed representatives
from competition authorities around the world. Such exchanges are an
important step in best practice sharing and to allow the Commission to better
understand the experiences of competition law enforcement from established
authorities elsewhere.
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HBEZ S S5 E 4 7 E 24 E Mr. Paul Csiszar

RBMRIIR REBNBER RSB R AP RBEERNREHE

EXCHANGES WITH OVERSEAS DELEGATES Meeting with Mr. Paul Csiszar, Director, Directorate- 2 1 ¢ 1 *2014

General for Competition, European Commission SRS B R B B S B £ 25 RS Ms. Pamela Soon &
together with representatives from Office of the Meeting with Ms. Pamela Soon, General Counsel,

28 -8-2013 9-9-.2013 European Union to Hong Kong and Macao The Australian Independent Pricing and Regulatory Tribunal

BHEE % 5 =5 T4 732 Mr. Ewoud Sakkers 52 BN E# BB ET &8 OB PI M E R HEMNBBEET AR RMBREREETEZRE
KREZM (Mr Vincent Piket) &TH

Meeting with Mr. Ewoud Sakkers, Head of Unit, Directorate-General for Meeting with Mr. Vincent Piket, Head, Office of
the European Union to Hong Kong and Macao

Competition, European Commission together with representatives from

Office of the European Union to Hong Kong and Macao

12-12-2013 25:3:2014

HEMSEESRERERNERR T HE BRfRBR BB F L KK A EIZHE Dr. loannis Lianos B

5 ZB = & Mr. Hassan Qaqaya & H Meeting with Dr. loannis Lianos, Reader in Competition Law and Economics,
Meeting with Mr. Hassan Qaqgaya, Head of University College London

Competition and Consumer Policies Branch,
United Nations Conference on Trade and

B IEREZESEEEE Mr. Toh Han-li 8 Development

Meeting with Mr. Toh Han-li, Assistant Chief Executive®,
Competition Commission of Singapore

* Mr. Toh 182013 4 10 B ‘1 T42 5 — Bt
Mr. Toh assumed the position of
Chief Executive in October 2013.
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INTERNATIONAL VISITS L L R IIE S RS I
HEEERETER

Meetings with Competition and Markets
Authority, Office of Fair Trading and
Competition Commission of the

3:3.2014 United Kingdom

HEBEZEEERFARNETER
Meeting with Directorate-General for Competition,

European Commission

26-2-2014 4.3.2014

SEFEREEERETES BEEASREEERETERE
Meeting with Autorité de la concurrence Meeting with Belgian Competition Authority
(French Competition Authority)
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Participation in The 9" Annual Asian Competition Law Conference 2013
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27-28 22014

SHKESFESRASZ 2R T RE
Participation in Global Forum on Competition of
The Organisation for Economic Co-operation and
Development (OECD)

INVESTIGATION AND COMPLAINTS

During the year under review, the provisions of the Ordinance relating to the
competition rules have yet to come into operation. Hence, there were no
activities in relation to investigations and complaints, and no proceedings were

brought before the Tribunal.
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Competition has deep roots in Hong Kong, but we should not assume that
competition always comes naturally. Competition is a much cherished value in
Hong Kong and is one of the cornerstones of our open economy. As we move
closer towards full commencement of the Ordinance, the Commission’s work in
the next year will provide greater clarity and understanding of the benefits of
competition to Hong Kong and how businesses can be ready, willing and able to
comply with the Ordinance.

KEY CHALLENGES AND OPPORTUNITIES

A new Ordinance - changing behaviours, switching

the mindset

The Commission understands that, to many consumers and businesses here
in Hong Kong, competition law and having a competition enforcement
agency is a new, if not alien, concept. Commercial practices that were
once legal, may now face the risk of being sanctioned under the Ordinance.
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Changing such behaviour requires a cultural shift within businesses to ensure
collusion and abusive practices are no longer tolerated. Instead, a clearer
understanding is needed that our open and free economy depends on
competitive and healthy markets.

A new referee - ensuring the level-playing field

To ensure the Commission is an effective enforcement authority, we will seek
to provide greater clarity and transparency on our key processes, policies
and enforcement approaches. In particular, the Commission will be keen to
ensure that consumers and businesses understand that they have a key role
in competition law enforcement. We also want to further ensure the public
understands the scope of the Ordinance and the limits of the Commission’s
enforcement powers. Whilst our work is limited to policing anti-competitive
conduct, we will examine ways we can work with other agencies across Hong
Kong to ensure a joined-up and robust law enforcement framework.

RESPONDING TO THE CHALLENGES

Getting Hong Kong prepared for the full commencement

of the Ordinance

Advocacy - Competition matters!

The Commission has an on-going role to inform Hong Kong as to the benefits of
competition to consumers, businesses and the wider economy and the need for
all to be aware of and to comply with the Ordinance. Our role in advocating the
importance of free and open markets will continue to stress the importance to
Hong Kong of a dynamic, healthy and competitive market. We will continue to
raise awareness of the Ordinance and the work of the Commission through the
mass media, launching advertising campaigns, enhancing the content on our
website and the production of educational videos outlining the key concepts of
the competition rules.
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Education and Engagement

In the coming months, the Commission will launch an engagement exercise to
allow the Commission to gain a much deeper understanding of current trade
practices and the nature of competition in Hong Kong. Such information is
pivotal to ensure the Commission’s guidelines will best suit the needs of the
business community. Upon publishing the draft guidelines, further consultation
will take place with relevant stakeholders and the public.

Businesses will be assisted in their self-assessment and compliance. The
Commission will take a pro-active role in rolling out an educational programme
for businesses. Through a range of seminars and workshops we will seek to
explain the elements of the Ordinance to assist businesses in their compliance
preparations. Specifically, the Commission intends to launch:

e Seminars for SMEs. The Commission will host seminars to brief SMEs on
the key elements and benefits of the Ordinance to assist them to prepare
for its implementation. The Ordinance will be presented in an easy to
understand format - focusing on examples relevant to the practical
experience of SMEs.

* Stakeholder meetings. Commission Members and staff will arrange
meetings with trade associations, chambers, industry representatives,
law firms, academics and professional bodies. These will be important
opportunities for the Commission to explain the Ordinance, as well as
to listen to stakeholders’ concerns or comments on the guidelines and
future initiatives.

e Other educational tools. The Commission’s website is an important public
interface and engagement platform to disseminate educational materials.
It is expected that in the latter part of 2014 and early 2015, a number of
publications and user-friendly guides to competition law will be available.
In line with international best practices, our educational tools will focus on
giving practical guidance to ensure compliance by all businesses.

HMEEHEEF  2013/2014 F 8

B (RO 2 EEMEFITEE —
LR ETNHIEREFRED

BT ER
BREGRENTEEHRRERURG) FRERE
Bl EEMER  IN2014FENFHAIES
N - BEGHRE - BROTHNT R 2 —1H
EENTF - RESEAMABRER  EERHB8
RMEMAEEBRFRETHS - BHINAARN
B AR BERAEBREDEBERERNTEA
HEE - KM T ERHTREZSNRES A REEH
BERAR o

COMPETITION COMMISSION ~ ANNUAL REPORT 2013 / 2014

GETTING PREPARED FOR THE FULL COMMENCEMENT
OF THE ORDINANCE - ENHANCING THE
COMMISSION’S ENFORCEMENT AND OPERATIONAL
CAPABILITIES

Preparation for enforcement

Much of the Commission’s focus in the coming year will be on the preparation
of the guidelines required by the Ordinance. The Commission targets to publish
the draft guidelines in the fourth quarter of 2014. The Commission believes in
the importance of explaining how it will go about its business of enforcing the
Ordinance. The Commission will be making these processes public in order to
promote understanding and confidence in our complaints and investigation
management approach, so that the community will know what to expect at key
stages of a Commission investigation. We will also publish the Commission’s

approach to leniency and the handling of confidential information.
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In terms of preparing the necessary infrastructure, the Commission will continue
to examine what resources it requires to be fully functional and in that regard
will undertake a feasibility study for the development and implementation of
a core IT case management and data management system, which will be an

essential enforcement tool for the Commission.

Capacity building

The Commission will offer various opportunities for its staff to widen their
professional exposure and network. Commission staff is encouraged to attend
or speak at industry seminars and conferences. Competition law experts are
regularly invited to give talks and share experiences with the Commission staff
to enhance their professional skills and knowledge of competition enforcement.
We also welcome visits from representatives of other competition authorities.
The Commission will continue to explore opportunities and resources for staff
advancement through different platforms and channels.
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Cooperation with other local enforcement agencies

There will be some instances where the scope of our work may overlap with
other areas of enforcement. Certain kinds of anti-competitive conduct are often
accompanied or facilitated by other illegal behaviours, such as corruption. On
such matters, the Commission may need to work collaboratively with other
bodies such as ICAC and the Hong Kong Police Force.

For matters relating to the broadcasting and telecommunications sectors, the
Commission will collaborate with the CA in respect of investigation and bringing
of enforcement proceedings of competition cases. To this end, the Commission
and the CA have initiated the preparation of the MoU as required under the
Ordinance and expect to consult the Legislative Council on the draft MoU before
end of 2014.

International Engagement

The Commission will continue to work with competition authorities outside of
Hong Kong aiming to foster bilateral cooperation in terms of information sharing,
best practices in operations and case-specific cooperation. The Commission’s
executives will continue to participate in competition conferences and engage
with the International Competition Network to develop deeper relationships
with other agencies and ensure our enforcement will be effective in an
international setting. Such events help increase the profile of the Commission
and are an important platform for knowledge sharing and networking between
competition authorities around the world.

GETTING PREPARED FORTHE FULL COMMENCEMENT
OF THE ORDINANCE - ENHANCING THE
COMMISSION’S CREDIBILITY

Protection of confidential information and

information providers

The Commission is committed to treating confidential data responsibly and
in accordance with the law. We will be publishing our general policy on the
collection, use and disclosure of information prior to the commencement of
the Ordinance. There will be circumstances where the Commission may be
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required to depart from this general policy (such as in the context of a leniency
applications). The Commission is likely to publish other policy documents that
cover information issues in specific areas.

The Commission has a duty to establish and maintain safeguards to protect
confidential information, which includes the personal information of witnesses
and informants. Where requested to do so, we will, to the extent reasonably
possible, seek to protect that information. However, certain disclosures of
information by the Commission may be required by law or necessary for open
and transparent decision-making. While we recognise that in some situations
the release of information provided by information providers (including their
identity) may have an adverse impact on those parties, the Commission will in
most cases endeavour to notify the information providers about the proposed
disclosure of that information.

Policies on transparency

The Commission recognises that transparency, certainty and accountability
are fundamental to an effective and efficient regime. Transparency of our
investigative processes will promote greater understanding and confidence
from the public, as well as consistency and predictability in terms of use of
the Commission’s discretionary powers and timing. Accordingly, we will be
publishing various policy documents on the handling of information, complaints
and investigations prior to and after commencement of the Ordinance.

The Commission will continue to maintain high standard of transparency and
endeavours to provide information relating to the Commission to the public and
its stakeholders through updates on websites, issue of press statements, press
releases, and other publications including the annual report.

Enhanced processes to further guard against conflicts

of interest

The Commission is aware of the potential concerns regarding possible conflict
of interest arising in competition law enforcement proceedings. The Ordinance
has a built-in system for registering and disclosing of interests of Commission
Members - Members’ declarations of interests are available on the Commission's
website. In addition to these safeguards, we have implemented a robust
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system which we are confident will limit the risk of such conflicts occurring.
The measures that we have in place include:

e Code of Conduct — each Commission Member is subject to the Commission’s
Code of Conduct which requires that Members avoid any real or perceived
conflict of interests.

e Possible recusal - the Commission’s Rules of Procedure require a
Commission Member with a specific pecuniary interest in a matter being
discussed to disclose that interest and to withdraw from the meeting during
that discussion if need be.

* Operational independence - the decision to initiate an investigation and
its management remains with the Commission’s executives who will be
appropriately shielded from Members who may have actual or potential
conflicts of interest.
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To the Commission Members of

Competition Commission

(An independent statutory body in Hong Kong established under the
Competition Ordinance)

We have audited the financial statements of Competition Commission (the
“Commission”) set out on pages 51 to 72, which comprise the Commission’s
statement of financial position as at 31 March 2014, and the income and
expenditure account, the statement of comprehensive income, statement of
changes in funds and statement of cash flows for the year then ended, and a
summary of significant accounting policies and other explanatory information.

THE COMMISSION’S RESPONSIBILITY FORTHE
FINANCIAL STATEMENTS

The Commission is responsible for the preparation of the financial statements
that give a true and fair view in accordance with Hong Kong Financial Reporting
Standards issued by the Hong Kong Institute of Certified Public Accountants and
for such internal control as the Commission determine is necessary to enable the
preparation of the financial statements that are free from material misstatement,
whether due to fraud or error.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on the financial statements based on
our audit and to report our opinion solely to you, as a body, 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 about whether the financial
statements are free from material misstatement.
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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 control
relevant to the entity’s preparation of the financial statements that give a
true and fair view in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the Commission, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficientand 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 Commission as at 31 March 2014 and of its surplus and cash
flows for the year then ended in accordance with Hong Kong Financial
Reporting Standards.

Mazars CPA Limited
Certified Public Accountants
42nd Floor, Central Plaza
18 Harbour Road

Wan Chai, Hong Kong

4 September 2014

She Shing Pang
Practising Certificate number: P05510
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INCOME AND EXPENDITURE ACCOUNT

HZ2014F3A31HILFE
Year ended 31 March 2014

20131818 H (R A) &E
201343 A 31 B LLEAR
Period from 18 January 2013
(date of establishment)

2014 to 31 March 2013
Kzt Note BT HK$ BT HK$
A INCOME
BB
Government subventions 2 65,170,662 -
FEWA
Interest income 8,373 -
HMIEWA
Sundry income 117 -
65,179,152 -
3z i EXPENDITURE
—RRITHER
General and administrative expenses 34,390,238 20,000
F/BHRRER/ (Fi8)
Surplus / (Deficit) for the year / period 3 30,788,914 (20,000)

COMPETITION COMMISSION ~ ANNUAL REPORT 2013 / 2014
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FHINEZER
STATEMENT OF COMPREHENSIVE INCOME

HZ2014F3A31HILFE
Year ended 31 March 2014

201318188 (K A) &E
20133 A 31 A LLEARS
Period from 18 January 2013
(date of establishment)

2014 to 31 March 2013
BT HKS BIT HKS
F/HRERR/ (B8)
Surplus / (Deficit) for the year / period 30,788,914 (20,000)
Hit2E Wz
Other comprehensive income - -
F/HRAZEKE/ (BR) B8
Total comprehensive income / (loss)
for the year / period 30,788,914 (20,000)
BHEEHEEE 213/2014FH

B IR R

STATEMENT OF FINANCIAL POSITION

7201453 H31H
At 31 March 2014

2014 2013
Btz Note BT HKS BT HK$
JE7 ) E E Non-current assets
Y - BRI
Property, plant and equipment 4 13,917,277 -
FiE)EE Current assets
H WK - ReRFEARK
Other receivables, deposits and prepayments 5 128,122 -
IRITHETF
Bank balances 53,981,982 -
54,110,104 -
FE) & & Current liabilities
HitE IR R EST &
Other payables and accruals 6 14,006,780 20,000
BB B
Provision for unutilised annual leave 629,329 -
FEUR B AT 47 B
Government subventions received in advance 2 7,507,338 -
22,143,447 20,000
FREEE/ (B1E) FE Net current assets / (liabilities) 31,966,657 (20,000)
WEE R REBAE Total assets less current liabilities 45,883,934 (20,000)
JE7 B & & Non-current liabilities
BEXNRHNESERE
Provision for staff gratuity 7 115,020 -
FEUR B AT 45 Bl
Government subventions received in advance 2 15,000,000 -
15,115,020 -
BE /(AfE) F{E NET ASSETS / (LIABILITIES) 30,768,914 (20,000)
&% FUNDS
#EES/ (REER)
Reserve fund / (Accumulated deficit) 30,768,914 (20,000)

* HEBRZER201445F 9 H 4 AHEER FERETIZ

* Approved and authorised for issue by the Commission on 4 September 2014

tHALE
Anna Wu Hung Yuk

REELE
Chairperson of the Commission
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BLBBE
STATEMENT OF CHANGES IN FUNDS

HZ2014F3A31HILFE
Year ended 31 March 2014

R2013F 1A 188 (KX A)
At 18 January 2013 (date of establishment)

BrBEREEEERE

Deficit and total comprehensive loss for the period

7BJT HKS

(20,000)

M2013F 3831 HK2013F481H
At 31 March 2013 and 1 April 2013

FREBGRZHWZBER

Surplus and total comprehensive income for the year

(20,000)

30,788,914

A2014E3H31H
At 31 March 2014

30,768,914

HESERHESHEZERAEEREVKRR
LI RBES RN IFEEE - EESRUXIR
BEA - UEMEFLNRBTE - REESHB
ZERDANBTMHBIAE - HY% - BBERRE
AR EE R IR E WA FTAR L - RS 18 B B E 5
R RBANBAHBABETSRERZENTE
B 2 R R B 250% ([& B LBR D) - MBS
SAE-RAREHBRESETER  ERABA
B HEBIER D BB LIRUA - BRIFFEHH
REBBRRBIBARKENEEWEREDAM
KEBRELR (EBH) RIERARELR
BABHREE LRWBHEBETBERITHE
BT (TEATD) »

The Commission’s primary objectives when managing its funds are to safeguard
the Commission’s ability to continue as a going concern. The reserve fund
is established to meet operational contingencies and is transferred from
the income and expenditure account. The reserve fund comprises unspent
Government subventions to the Commission, plus the carrying amount of
property, plant and equipment and investment income. The total amount
of the unspent Government subventions at the end of a financial year shall
not exceed 25% of the Government subventions to the Commission in the
following financial year (“the reserve ceiling”). The reserve fund is available for
general use and can be spent at the discretion of the Commission, with the
part on unspent Government subventions subject to the reserve ceiling.
The amount of unspent Government subventions to the Commission at
the end of a financial year in excess of the reserve ceiling would be returned
to the Government of the Hong Kong Special Administrative Region
(the “Government”) , unless the reserve ceiling is raised by the Permanent
Secretary for Commerce and Economic Development (Commerce, Industry and
Tourism) following consultation with the Financial Services and the Treasury
Bureau (The Treasury Branch).
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RERER
STATEMENT OF CASH FLOWS

HZ2014F3A31HILFE
Year ended 31 March 2014

20131818 H (R A) &E
201343 A 31 B LLEARS
Period from 18 January 2013
(date of establishment)

2014 to 31 March 2013
BT HK$S BT HKS
#R & 7ZE) OPERATING ACTIVITIES
F/HNEER/ (BE)
Surplus / (Deficit) for the year / period 30,788,914 (20,000)
2 Adjustments for:
e
Depreciation 851,250 -
FIEUWA
Interest income (8,373) -
EIE L 5,2 % B | Changes in working capital: -
HEWE - RERFEMNR
Other receivables, deposits and prepayments (125,742) -
BEQWMMESEE
Provision for staff gratuity 115,020 -
R RS
Provision for unutilised annual leave 629,329 -
TR B AT Y
Government subventions received in advance 22,507,338 -
HittE N R B E R
Other payables and accruals 6,188,868 20,000
RETBHFRBRSTR
Net cash generated from operating activities 60,946,604 -
R & 5EE) INVESTING ACTIVITIES
BRFE
Interest received 5,993 -
BEF  HBENRERR
Purchase of property, plant and equipment (6,970,615) -
RETBFMAREFHE
Net cash used in investing activities (6,964,622) -
RERRESEYEMBRE
Increase in cash and cash equivalents 53,981,982 -
F/HIZRERRASEEY
Cash and cash equivalents at beginning of the year / period - -
F/IHRZRERRSEZEY  2HRBITEF
Cash and cash equivalents at end of the year / period,
represented by bank balances 53,981,982 -

COMPETITION COMMISSION ~ ANNUAL REPORT 2013 / 2014
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Bt 355 SR R B 5
NOTES TO THE FINANCIAL STATEMENTS

HZE20145F3A31HILFE
Year ended 31 March 2014

—BRER
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GENERAL INFORMATION

Competition Commission (the “Commission”) is established under the
Competition Ordinance (the “Ordinance”), Cap. 619, as an independent
statutory body tasked with the functions to enforce the Ordinance. The
functions and powers of the Commission are stipulated in Sections 130 and 131
of the Ordinance. The Commission is committed to promoting a competitive
environment that is conductive to free flow of trade, efficiency and innovation
that brings more choices and better quality and prices of goods and services

to consumers.

The Commission is exempt from taxation in respect of the Inland Revenue
Ordinance in accordance with the Schedule 5 Section 22 of the Ordinance.

1. PRINCIPAL ACCOUNTING POLICIES

Statement of compliance

The financial statements have been prepared in accordance with Hong Kong
Financial Reporting Standards (“HKFRSs”), which collective term includes all
applicable individual Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards 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 on a basis consistent with the
accounting policies adopted in the 2013 financial statements. The adoption
of the new/revised HKFRSs that are relevant to the Commission and effective
from the current year had no significant effects on the results and financial
position of the Commission for the current year and prior period. A summary
of the principal accounting policies adopted by the Commission is set out below.

Adoption of new / revised HKFRSs

Amendments to HKAS 1:

Presentation of items of other comprehensive income

These amendments change the title for the “statement of comprehensive
income” to the “statement of profit or loss and other comprehensive income”.
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1. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

Adoption of new / revised HKFRSs (Continued)

However, HKAS 1 retains the option to use titles for the statement other than
those used in HKAS 1. The Commission uses the “income and expenditure
account” and “statement of comprehensive income” instead of the “statement
of profit or loss and other comprehensive income”.

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

The financial statements are presented in Hong Kong dollars (“HKS"), which is
the same as the functional currency of the Commission.

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation
and impairment losses. The cost of an item of property, plant and equipment
comprises its purchase price and any directly attributable costs of bringing the
asset to its working condition and location for its intended use. Repairs and
maintenance are charged to the income and expenditure during the period in
which they are incurred.

Depreciation is provided to write off the cost less accumulated impairment
losses of property, plant and equipment over their estimated useful lives as set
out below from the date on which they are available for use and after taking into
account their estimated residual values, using the straight-line method. Where
parts of property, plant and equipment have different useful lives, the cost of the
item is allocated on a reasonable basis and depreciated separately.

Leasehold improvements Shorter of unexpired

lease term or 3 years

Office equipment 3 years
Computer hardware and software 3years
Furniture and fixtures 3 years
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NOTES TO THE FINANCIAL STATEMENTS

HZE20145F3A31HILFE
Year ended 31 March 2014
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1. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

Property, plant and equipment (Continued)
The useful life of property, plant and equipment and their residual value, if any,
are reviewed annually.

Project-in-progress

Project-in-progress is stated at cost less accumulated impairment losses. Cost
comprise expenditure of capital projects not yet completed. Costs on completed
projects are transferred to the appropriate asset category. No depreciation is
provided in respect of project-in-progress until the projects are completed and
available for their intended use.

Financial instruments

Recognition and derecognition

Financial assets and financial liabilities are recognised when and only when the
Commission becomes a party to the contractual provisions of the instruments
and on a trade date basis.

A financial asset is derecognised when and only when (i) the Commission’s
contractual rights to future cash flows from the financial asset expire or (ii) the
Commission transfers the financial asset and either (a) the Commission transfers
substantially all the risks and rewards of ownership of the financial asset, or
(b) the Commission neither transfers nor retains substantially all the risks and
rewards of ownership of the financial asset but it does not retain control of the
financial asset.

A financial liability is derecognised when and only when the liability is
extinguished, that is, when the obligation specified in the relevant contract is
discharged, cancelled or expired.

Classification and measurement

Financial assets or financial liabilities are initially recognised at their fair
value plus, in the case of financial assets or financial liabilities not carried
at fair value through income and expenditure, transaction costs that are
directly attributable to the acquisition or issue of the financial assets or
financial liabilities.
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1. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

Financial instruments (Continued)

Loans and receivables

Loans and receivables including bank balances and other receivables, deposits
and prepayments are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market and are not held for trading.
They are measured at amortised cost using the effective interest method, except
where receivables are interest-free loans and without any fixed repayment term
or the effect of discounting would be insignificant. In such case, the receivables
are stated at cost less impairment losses. Amortised cost is calculated by
taking into account any discount or premium on acquisition over the period to
maturity. Gains and losses arising from derecognition, impairment or through
the amortisation process are recognised in income and expenditure.

Financial liabilities

The Commission’s financial liabilities include other payables and accruals
and Government subventions received in advance. All financial liabilities are
recognised initially at their fair value and subsequently measured at amortised
cost, using effective interest method, unless the effect of discounting would be
insignificant, in which case they are stated at cost.

Cash equivalents

For the purpose of the statement of cash flows, cash equivalents represent
short-term highly liquid financial assets which are readily convertible into
known amounts of cash and which are subject to an insignificant risk of

changes in value.

Income recognition

Income is recognised when it is probable that the economic benefits will flow
to the Commission and when the income and expenditure, if applicable, can be
measured reliably on the following bases:

Government subventions are recognised initially when there is reasonable
assurance that they will be received and that the Commission will comply with
the conditions attaching to them.
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HZE20145F3A31HILFE
Year ended 31 March 2014
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1. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

Income recognition (Continued)

Government subventions that compensate the Commission for expenses
incurred are recognised as income in income and expenditure on a systematic
basis in the same periods in which the expenses are incurred. Government
subventions relating to specific projects are deferred and recognised in income
and expenditure over the period necessary to match them with the costs that
they are intended to compensate.

Interest income from financial asset is accrued on a time basis, by reference to
the principal outstanding and at the effective interest rate applicable.

Provisions

Provisions are recognised when the Commission has a present legal or
constructive obligation as a result of past events, when it is probable that an
outflow of resources embodying economic benefits will be required to settle
the obligation, and when a reliable estimate of the amount of obligation
can be made. Expenditures for which a provision has been recognised are
charged against the related provision in the period in which the expenditures
are incurred. Provisions are reviewed at the end of each reporting period and
adjusted to reflect the current best estimate. Where the effect of the time value of
money is material, the amount provided is the present value of the expenditures
expected to be required to settle the obligation. Where the Commission expects
a provision to be reimbursed, the reimbursement is recognised as a separate
asset but only when the reimbursement is virtually certain.

Leases

Leases are classified as finance leases whenever the terms of the lease transfer
substantially all the risks and rewards of ownership to the lessee. All other leases
are classified as operating leases.

Rentals payable under operating leases are charged to income and expenditure
on a straight-line basis over the term of the relevant lease.
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1. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

Employee benefits

Employee leave and gratuity entitlements

Employee entitlements to annual leave and gratuities are recognised when they
accrue to employees. A provision is made for the estimated liability for untaken
annual leave and gratuities as a result of services rendered by employees up to
the end of the reporting period.

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

Employee benefit expenses, including pensions and housing benefits provided
by the Government to the civil service staff seconded (“seconded staff”) to the
Commission, are charged as expenditure on an accrual basis in the period in
which the associated services are rendered.

Defined contribution retirement scheme
The Commission has joined a mandatory provident fund scheme established
under the Mandatory Provident Fund Schemes Ordinance.

The obligations for contributions to mandatory provident fund scheme
are recognised as an expense in income and expenditure as incurred. The
Commission has no further payment obligation once the contributions have
been paid. The assets of the scheme are held separately from those of the
Commission in an independently trustee-administered fund.
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1. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

Related parties
A related party is a person or entity that is related to the Commission.

(@) A person or a close member of that person’s family is related to the
Commission if that person:

(i) has control or joint control over the Commission;
(i) has significant influence over the Commission; or
(iii)  is a member of the key management personnel of the Commission.

(b)  An entity is related to the Commission if any of the following
conditions applies:

()  The entity and the Commission are members of the same group
(which means that each parent, subsidiary and fellow subsidiary is
related to the others).

(i)  One entity is an associate or joint venture of the other entity (or an
associate or joint venture of a member of a group of which the other
entity is a member).

(iii)  Both entities are joint ventures of the same third party.

(iv)  One entity is a joint venture of a third entity and the other entity is
an associate of the third entity.

(v)  The entity is a post-employment benefit plan for the benefit of
employees of either the Commission or an entity related to the
Commission.

(vi)  The entity is controlled or jointly controlled by a person identified in
(@)

(vii) A person identified in (a)(i) has significant influence over the entity
or is a member of the key management personnel of the entity (or
of a parent of the entity).

BMEEBEEE  2013/2014 F 3]

1. FE=HBUER @)

BABEA L (8
BARBORKEEEELREERS PARTES
BEZATRZZATHENTELS - B

i) RATHFEZHERBREEMHE

(i) RATHERBIEEFEHTFL R
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1. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

Related parties (Continued)

Close members of the family of a person are those family members who may be
expected to influence, or be influenced by, that person in their dealings with the
entity and include:

(i) that person’s children and spouse or domestic partner;
(i)  children of that person'’s spouse or domestic partner; and
(iii)  dependants of that person or that person’s spouse or domestic partner.

In the definition of a related party, an associate includes subsidiaries of the
associate and a joint venture includes subsidiaries of the joint venture.

Future changes in HKFRSs

At the date of authorisation of the financial statements, the HKICPA has issued
a numbers of new/revised HKFRSs that are not yet effective for the current
year, which the Commission has not early adopted. The Commission does not
anticipate that the adoption of these new / revised HKFRSs in the future periods
will have any material impact on the financial statement of the Commission.

2. GOVERNMENT SUBVENTIONS AND GOVERNMENT
SUBVENTIONS RECEIVED IN ADVANCE

Government subventions represent the funds granted by the Government
for the Commission’s services. Government subventions received in advance
represents subventions received in connection with various services to be
provided after the end of the reporting period and are deferred and recognised
as income in income and expenditure on a systematic basis in the same period

in which the expenses are incurred.
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2. BUAF#EBH R FEURBRAT#Bh (@)

£ 2 R R BT R B B W SR B MFEREAY

2. GOVERNMENT SUBVENTIONS AND GOVERNMENT
SUBVENTIONS RECEIVED IN ADVANCE (CONTINUED)

Reconciliation between Government subventions granted for the reporting

BT BhER R ¢ period and Government subventions recognised in income and expenditure
during the reporting period:
20131 818H (R A) &
2013 3 A 31 H 1LHARG
Period from 18 January 2013
(date of establishment)
2014 to 31 March 2013
BIT HKS BIT HKS
NEF / BN 2 BUS B
Government subventions granted for the year / period 87,678,000 -
B FEUHEY
Less: Subventions received in advance
R+ =18 B AR
To be recognised within 12 months (7,507,338) -
R+ =8B E AR
To be recognised after 12 months (15,000,000) -
(22,507,338) _
W R IR B RTER W BUR B
Government subventions recognised in income and
expenditure account 65,170,662 -
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3. F/HARERR - (BIR)

3.

SURPLUS / (DEFICIT) FORTHE YEAR / PERIOD

201318188 (R A) &
201353 A 31 B LLHARA
Period from 18 January 2013
(date of establishment)

2014 to 31 March 2013
BT HKS BT HKS
AR -
This is stated after charging:
{& B %8 #%B3 X EMPLOYEE BENEFIT EXPENSES
N H b3 A
Salaries and other benefits 12,066,641 -
BINEFREFERFIEAE B Z MR
Pensions and contributions to mandatory provident
fund scheme 2,965,119 -
15,031,760 -
H {15 B OTHER ITEMS
AN €
Auditor’s remuneration 75,000 20,000
wE
Depreciation 851,250 -
HRESZEMHS
Honorarium to Commission members 3,520,000 -
ERE - BERFERRE
Legal, professional and consultancy services 2,173,903 -
AR NS - ERERIE
Local and overseas visits, conferences and training 783,352 -
MAEHE  EMRETEE
Office rent, rates and building management fee 5,425,480 -
e
Recruitment 3,859,612 -

COMPETITION COMMISSION ~ ANNUAL REPORT 2013 / 2014
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B S ¥R FR P R
HZE2014F3831HLFE
Year ended 31 March 2014
4. WE - HBRRE 4. PROPERTY, PLANT AND EQUIPMENT 6. HitENRMREER 6. OTHER PAYABLES AND ACCRUALS
HEME N EIEEHR HRER 2014 2013
#is ®fE B B E EEEE ast BT HKS BT HKS
Computer
Leasehold Office hardware Furniture Project-in- FE LR ERE (ffEE)
improvements equipment and software and fixtures progress Total -
5T HKS 57 HKS 57 HKS 857 HKS 857 HKS 85 HKS Amount due to the Government (note) 3,032,189 -
R cOoST Hithtg B
M2013F1 8188 (X H) R2013F4818 Others 10,974,591 20,000
At 18 January 2013 (date of establishment) and
1 April 2013 - - - - - - 14,006,780 20,000
B E Additions 6,610,882 1,054,875 6,009,803 497,067 595,900 14,768,527
R2014F3A31H
At 31 March 2014 6,610,882 1,054,875 6,009,803 497,067 595,900 14,768,527 BEE - Note:
ST A AMRIER « FHERAREREE - i b { -
25147 ACCUMULATED DEPRECIATION ENBAFTEAEIKE « FstERAREREES Amount due to the Government is unsecured, interest-free and repayable
M2013F1A18A (KA B)K2013F4810 on demand.
At 18 January 2013 (date of establishment) and
1 April 2013 - - - - - -
E Ch 435,555 57,470 333,233 24,992 - 851,250 =
;im;'g:; o 7. BEL WIS RME 7. PROVISION FOR STAFF GRATUITY
At 31 March 2014 435,555 57,470 333,233 24,992 - 851,250
#RTE{& CARRYING AMOUNT _201 . _201 e
M2013F4818 BJT HK$ BT HKS
At 1 April 2013 - - - - _ _ )
RAE2MRAT)
201453 H31H Lo . .
At 31 March 2014 6,175,327 997,405 5,676,570 472,075 595,900 13,917,277 At beginning of reporting period - -
E / BARERE
5. HEWR - 2R 5. OTHER RECEIVABLES, DEPOSITS AND Provision for the year / period 115,020 -
IR PREPAYMENTS o
At end of reporting period 115,020 -
2014 2013
7T HK: T HK
78TT HK$ BT HKS BEARHEREREAXNREZSHEBZ{ERM#E  Provision for staff gratuity is set up for the gratuity payments which will
HAb WK ZHENTERFNNRM SR o be payable to employees of the Commission who complete their contracts
Other receivables 2,541 - commencing from the date of their employment.
BReRBEER
Deposits and prepayments 125,581 -
128,122 -
BEEKEEE  2013/2014 F R COMPETITION COMMISSION ~ ANNUAL REPORT 2013 /2014
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8. EEtAFRXS 8. RELATED PARTY TRANSACTIONS

201318180 (R A) &
20133 A 31 A LEARS
Period from 18 January 2013
(date of establishment)

2014 to 31 March 2013
JBIT HKS BT HK$
FEETE A B HRH KEY MANAGEMENT COMPENSATION
HeREMBFR
Salaries and other benefits 4,590,930 -
EBREREERTMEATERETE 2 HR
Pensions and contributions to mandatory provident
fund scheme 1,144,892 -
5,735,822 -
HZE2Z S $© HONORARIUM TO COMMISSION MEMBERS 3,520,000 -
H B fFERFS OTHER GOVERNMENT DEPARTMENTS
BFARE WA AR MM AZERE (M (a)
Cost of seconded staff and other office expenses (Note (a)) 13,279,821 -
BEt - Note:
(@) EABSNAAREMRHAZEHEEMIBE (@) Costs of seconded staff and other office expenses are charged by other
JFZRPLAE R E SR URE departments of the Government on a reimbursement basis.

b) FHERBEREBRBNFAEXRZ (Ed#Kk  (b) Al transactions related to the procurement of goods and services

BreNEERTESEAS TS EES involving organisations in which a member of the Commission and key
RS REEAEERBRETRERZEN management personnel may have an interest are conducted in the normal
B EERESHBRERET course of business and in accordance with the Commission’s financial

obligations and normal procurement procedures.
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9. JKiE 9. COMMITMENTS
2014 2013
BT HKS BJT HKS
& 7< 3 X 7&¥E CAPITAL EXPENDITURE COMMITMENTS
ERBEYE  MBRBETLSNERERE
Contracted but not provided for in respect of acquisition
of property, plant and equipment 1,164,299 -
EREBRFTLEN
Authorised but not contracted for 285,677 -
1,449,976 -

=EHERE
HREGRE-EVELERE NSHEORY
35 - BAREME - WAETEENAES -

RZJYR - REER A THE 2L ERERNK
RN 2 REEERIEREENT

Commitments under operating lease

The Commission leases a property under operating lease, which runs for an
initial period of 3 years, with an option to renew the lease. The lease does not
include contingent rentals.

At the end of the reporting period, the Commission had future aggregate
minimum lease payments under a non-cancellable operating lease, which is
payable as follows:

2014 2013
7BIT HKS BT HKS
—FR
Within one year 5,628,237 -
BE_FEELF (BREEWF)
In the second to fifth years (both years inclusive) 7,504,317 -
13,132,554 -
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10. BIEMRER

BRESCIEVBTIAAERTET  HEARE
IHEECEE - MERETAAMREEELNS
BMITH BEAMGEKN & HOECRRE
FEA . URBWRBAHE - RESEEAREF
MAZEERRURRBESRER - BEE—RE
RRFEBUSHRES TEE < BREERE

EEREgE
FERAREXZHFRERTHEEENMESNR
HeBEAMBEHREERZBR AR - RESMH
EHWEEREEERARITET  MEEFHF
RRMEEFRRFNEBSRMEE X SAME
FERREERE -

REHHR  REERHSHEEMEAZNEER
BREAZEEHEENIREE - BESAERMSE
TREESBEIETR

REEZEM
HRESNHEAEHERAARRBNRDESE
R URRHSREARSHERTEERERE
ZRBELEE -

10. FINANCIAL RISK MANAGEMENT

The Commission’s principal financial instrument comprises of bank balances,
which purposeis to raise and maintain finance forthe Commission’s operation. The
Commission has other financial instruments, such as other receivables, deposits,
other payables and accruals and Government subventions received in advance,
which arise directly from its operations. The Commission is exposed to credit risk
and liquidity risk which arise directly from its activities. The Commission generally
adopts conservative strategies on the Commission’s risk management and limits

the Commission’s exposure to these risks to a minimum.

Credit risk

Credit risk refers to the risk that a counterparty will default on its obligations to
repay the amounts due to the Commission resulting in a loss to the Commission.
The Commission’s credit risk is primarily attributable to bank balances, which are
deposited with financial institutions in Hong Kong with sound credit ratings and
minimal credit exposure.

The maximum exposure to credit risk of the Commission’s financial assets
represents their carrying amounts at the end of the reporting period. The
Commission does not hold any collateral over these assets.

Liquidity risk

The Commission’s policy is to regularly monitor its current and expected liquidity
requirements to ensure that it maintains sufficient reserves of cash to meet its
liquidity requirements in the short and longer term.

BMEEBEEE  2013/2014 F 3]

10. BIEEERE (@)

RENE £ ERR ()
REFHR - HEERBHIRLEMEBEZRES
FHHE RTRURZEVEMABMMT ¢

Liquidity risk (Continued)
The remaining undiscounted contractual maturity profile of the Commission'’s

10. FINANCIAL RISK MANAGEMENT (CONTINUED)

financial liabilities at the end of the reporting period, based on the earliest date
on which the Commission is required to settle is summarised below:

—FRHIRER —F FERFUT =
Within 1 year or More than 1 year
on demand but less than 5 years Total
FBIT HKS BJT HKS BT HKS
7201443 A31H At31March 2014
HtENRREE R
Other payables and accruals 14,006,780 - 14,006,780
RMEVRE B
Provision for unutilised annual leave 629,329 - 629,329
TR BY
Government subventions received in advance 7,507,338 15,000,000 22,507,338
BEQMMEEE
Provision for staff gratuity - 115,020 115,020
22,143,447 15,115,020 37,258,467
#2013 43 A 31 B At 31 March 2013
HttENRRETER
Other payables and accruals 20,000 - 20,000
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10. BIEEMER @)

EXRERER
BESHEEEESR  EXABNRBRABRESHSE
BEERED -

BRESNRRHHRBTNRESTE -
DaEfEE

FiEEmMIAEZIREE  EHER2014%2013F
3A3THWARENEERER °

10. FINANCIAL RISK MANAGEMENT (CONTINUED)

Capital risk management

The Commission’s primary objectives when managing its funds are to safeguard
the Commission'’s ability to continue as a going concern.

The Commission’s overall strategy remains unchanged from prior period.

Fair value estimation

All financial instruments are carried at amounts not materially different from
their fair values as at 31 March 2014 and 2013.
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