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The Hong Kong Medical Association

Financial Report

Report of Members of Council

The Council has pleasure in submitting to the members the annual report and financial statements for the year ended

28th February, 2007.

The principal activities of the Association are the promotion of the welfare and the protection of the lawful interests of

the medical profession.

The results and the movements of the designated funds of the Association for the year ended 28th February, 2007
and the state of the Association’s affairs at that date are set out in the financial statements on pages 5 to 20.

Movements in property, plant and equipment during the year are set out in note (5) on the financial statements.

Charitable donations made by the Association during the year amounted to HK$503,000.

The following members served on the Council during the financial year and up to the date of the report:

Dr. Chan Man Kam

Dr. Chan Yee Shing, Alvin

Dr. Cheng Chi Man

Dr. Cheung Hon Ming

Dr. Chiu Shing Ping, James

Dr. Choi Kin, Gabriel

Dr. Chow Pak Chin

Dr. Chu Kin Wah

Dr. Fung Yee Leung, Wilson
(Appointed on 20th July, 2006)

Dr. Ho Chung Ping

Dr. Ho Hung Kwong, Duncan

Dr. Kwok Ka Ki

Dr. Lam Tzit Yuen, David

Dr. Law Chi Lim, Robert (Resigned on 20th July, 2006)
Dr. Leung Chi Chiu

Dr. Li Siu Lung, Steven

Dr. Li Sum Wo

Dr. Lo Wing Lok

Dr. Shih Tai Cho, Louis

Dr. Tse Hung Hing

Dr. Wong Bun Lap, Bernard

Dr. Wong Shou Pang, Alexander
Dr. Yeung Chiu Fat, Henry

Since the last annual general meeting held on 20th July, 2006, 11 regular meetings of the Council had been held and
the attendance of council members at these meetings was as follows:

Regular Council meeting

Dr. Chan Man Kam 8
Dr. Chan Yee Shing, Alvin 10
Dr. Cheng Chi Man 11
Dr. Cheung Hon Ming 8
Dr. Chiu Shing Ping, James 6
Dr. Choi Kin, Gabriel 11
Dr. Chow Pak Chin 11
Dr. Chu Kin Wah 9
Dr. Fung Yee Leung, Wilson 9
Dr. Ho Chung Ping 9
Dr. Ho Hung Kwong, Duncan 9

Regular Council meeting

Dr. Kwok Ka Ki 11
Dr. Lam Tzit Yuen 7
Dr. Leung Chi Chiu 10
Dr. Li Siu Lung, Steven B
Dr. Li Sum Wo 11
Dr. Lo Wing Lok 0
Dr. Shih Tai Cho, Louis 10
Dr. Tse Hung Hing 11
Dr. Wong Bun Lap, Bernard 8
Dr. Wong Shou Pang, Alexander 6
Dr. Yeung Chiu Fat, Henry 11
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Financial Report
Report of Members of Council

COUNCIL MEMBERS’ INTEREST IN CONTRACTS

No contracts of significance to which the Association was a party and in which a council member of the Association
had a material interest subsisted at the end of the year or at any time during the year.

At no time during the year was the Association a party to any arrangements to enable the council members of
the Association to acquire benefits by means of the acquisition of debentures of the Association or shares in or
debentures of any other body corporate.

MEMBERSHIP

During the year, a total of 3 life members, 242 regular members, 64 student members, 78 associate members, and
4 fratenity members, joined the Association. As at 28th February 2007, the total number of members was 7,175,
of which 5,594 are regular members, 478 newly qualified members, 415 life members, 2 honorary members, 154
student members, 245 absent members, 268 associate members and 19 fraternity members.

HONORARY AUDITORS

The financial statements have been audited by Li, Tang, Chen & Co., who retire but, being eligible, offer themselves
for re-appointment.

On behalf of the Council

Dr. CHOI Kin, Gabriel
President
Hong Kong, 7th June 2007
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The Hong Kong Medical Association

Financial Report
Independent Auditors’ Report

TO THE MEMBERS OF THE HONG KONG MEDICAL ASSOCIATION
(incorporated in Hong Kong with limited liability)

We have audited the financial statements of The Hong Kong Medical Association set out on pages 5 to 20, which
comprise the balance sheet as at 28th February, 2007, and the income and expenditure account, statement of
changes in funds and cash flow statement for the year then ended, and a summary of significant accounting policies
and other explanatory notes.

The council members are responsible for the preparation and the true and fair presentation of these financial
statements in accordance with Hong Kong Financial Reporting Standards issued by the Hong Kong Institute of
Certified Public Accountants and the Hong Kong Companies Ordinance. This responsibility includes designing,
implementing and maintaining internal control relevant to the preparation and the true and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or error; selecting and applying
appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances.

Our responsibility is to express an opinion on these financial statements based on our audit and to report our opinion
solely to you, as a body, in accordance with section 141 of the Hong Kong Companies Ordinance, and for no other
purpose. We do not assume responsibility towards or accept liability to any other person for the content of this
report. We conducted our audit in accordance with Hong Kong Standards on Auditing issued by the Hong Kong
Institute of Certified Public Accountants. Those standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance as to whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditors’ 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 auditors consider internal control relevant to the entity’s preparation and true and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by the council
members, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

In our opinion, the financial statements give a true and fair view of the state of the Association's affairs as at 28th
February, 2007 and of its surplus and cash flows for the year then ended in accordance with Hong Kong Financial
Reporting Standards and have been properly prepared in accordance with the Hong Kong Companies Ordinance.

Li, Tang, Chen & Co.
Certified Public Accountants (Practising)
Honarary Auditors

Hong Kong, 7th June 2007
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Balance Sheet
as at 28th February, 2007

2007 2006
Note HK$ HK$ HK$
NON-CURRENT ASSETS
Property, plant and equipment 5 11,427,782 11,835,372
Investment properties 6 83,263 83,363
Prepaid lease payments on land use rights 7 145,821 149,466
Available-for-sale financial assets 8 17,196,074 16,361,320
Held-to-maturity securities 9 1,404,360 1,404,360
30,257,300 29,833,881
CURRENT ASSETS
Inventories 2(f) 87,807 237,078
Prepaid lease payments on land use rights 7 3,645 3,645
Utility and other deposits 85,861 85,861
Subscriptions receivable - 17,680
Sundry receivable and prepayments 654,824 1,016,103
Tax recoverable 246,272 -
Amount due from a related company
— Hong Kong Medical Association Organ
Donation Register Fund Limited 10 64,372 14,042
— Hong Kong Medical Association
Charitable Foundation Limited 11 119,129 -
Cash and bank balances 12 29,711,969 34,508,677
30,973,879 35,883,086
CURRENT LIABILITIES
Tax payable - 223,636
Sundry payable and accruals 15,756,545 22,441,459
15,756,545 22,665,095
NET CURRENT ASSETS 15,217,334 13,217,991
NET ASSETS 45,474,634 43,051,872
FUNDS
General Fund 25 14,555,860 21,597,774
Special Fund 25 11,481,914 2,364,140
Permanent Premises Fund 25 4,224,653 4,224,653
Public Medical Education Foundation Fund 25 309,613 303,792
HKMA China Relief Fund 25 128,869 124,723
New Premises Fund 25 6,281,573 6,281,573
Revaluation reserve 25 8,492,152 8,155,217
45,474,634 43,051,872

The financial statements on pages 5 to 20 were approved and authorised for issue by the council on 7th June 2007.

Dr. CHOI Kin, Gabriel
President

Dr. CHOW Pak Chin
Hon. Treasurer
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Notes on the Financial Statements

Interest on time deposits:
Interest on time deposits of designated funds is credited directly to the respective funds.
Designated donations/contributions and related expenditures:

Designated donations/contributions received are credited directly to the respective funds. Expenditures
are charged to these funds where appropriate.

Deferred income tax:

Deferred income tax is provided in full, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the financial statements.
Deferred income tax is determined using tax rates (and laws) that have been enacted or substantially
enacted by the balance sheet date and are expected to apply when the related deferred income tax asset
is realized or the deferred income tax liability is settled.

Deferred income tax assets are recognized to the extent that it is probable that future taxable profit will be
available against which the temporary differences can be utilized.

Available-for-sale financial assets:

Investments are classified as available-for-sale are measured at subsequent reporting dates at fair value
except those investments which do not have a quoted market price in an active market and whose fair
value cannot be reliably measured, gains and losses arising from changes in fair value are recognized
directly in equity. Investments that do not have a quoted market price in an active market and whose fair
value cannot be reliably measured are stated at cost less any accumulated impairment losses.

Held-to-maturity securities:

Dated debt securities that the company has the ability and intention to hold to maturity are classified as
held-to-maturity securities. Held-to-maturity securities are stated in the balance sheet at amortized cost
less any identified impairment loss. Provisions are made when carrying amounts are not expected to be
fully recovered and are recognised as an expense in the profit and loss account, such provisions being
determined for each investment individually.

Operating leases:

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

Revenue recognition:

i) Entrance fees are recognised in the financial year of receipt.

ii) Membership and subscription fees are recognised on an accrual basis.

i) Admission fees income are recognised when the related functions are performed.

iv)  Donation income is recognised on a cash received basis.

V) Advertisement income is recognised when the related advertisements have been published.

vi)  Sales of wine, beverages, food and souvenirs are recognised when the delivery is made and cash is
received.

vi)  Retention fee on sale of food are recognised when related sales are recognised.
vii)  Rental income is recognised in the year on a straight-line basis over the lease terms.

ix)  Dividend received from listed investments is recognised when the right to receive payment is
established.

11
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Financial Report

Notes on the Financial Statements

p)

Q)

)

s)

Revenue recognition: (continued)

X) Commission income is recognised in the year in which the services are rendered.
xi)  Interest income is recognised as it accrues using the effective interest method.
Related parties:

For the purposes of these financial statements, parties are considered to be related to the association
if the association has the ability, directly or indirectly, to control the party or exercise significant influence
over the party in making financial and operating decisions, or vice versa, or where the association and the
party are subject to common control or common significant influence. Related parties may be individuals
(being members of key management personnel, significant shareholders and/or their close family
members) or other entities and include entities which are under the significant influence of related parties
of the association where those parties are individuals, and post-employment benefit plans which are for
the benefit of employees of the association or of any entity that is a related party of the association.

Employee benefits:

i) Salaries, annual leave and other costs of non-monetary benefits are accrued and recognized as an
expense in the year in which the associated services are rendered by employees of the association.

ii) The association’s contributions to the mandatory provident fund scheme and the defined
contribution retirement scheme are expensed as incurred. Contributions to the defined contribution
retirement scheme are reduced by contributions forfeited by those employees who leave the
scheme prior to vesting fully in the contributions. The assets of both schemes are held separately
from those of the association in independently administered funds.

Provisions:

A provision is recognized when a present obligation (legal or constructive) has arisen as a result of a past
event and it is probable that a future outflow of resources will be required to settle the obligation, provided
that a reliable estimate can be made of the amount of the obligation.

When the effect of discounting is material, the amount recognized for a provision is the present value at
the balance sheet date of the future expenditures expected to be required to settle the obligation. The
increase in the discounted present value amount arising from the passage of time is included in finance
costs in the profit and loss account.

Exposure to credit, liquidity and foreign currency risks arises in the normal course of the association’s business.

a)

b)

d)

Credit risk:

The association’s credit risk is primarily attributable to receivables. Council members have a credit policy
in place and the exposure to these credit risks are monitored on an ongoing basis. The association does
not have a significant concentration of credit risk.

Liquidity risk:

The association’s policy is to regularly monitor 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.

Foreign currency risk:

The association has no significant exposure to foreign currency risk as substantially all of the association’s
transactions are denominated in Hong Kong dollars.

Fair value:

The carrying amounts of the association’s financial assets including receivables and utility and other
deposits, cash and cash equivalents; and financial liabilities including payables and sundry payable and
accruals approximate to their fair values due to their short term maturity.
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CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

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

The association makes estimates and assumptions concerning the future. The resulting accounting estimates
will, by definition, seldom equal the related actual results. The estimates and assumptions that have a significant
risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial
period are discussed below.

Useful lives of property, plant and equipment

The association’s management determines the estimated useful lives and related depreciation charges for its
property, plant and equipment. This estimate is based on the historical experience of the actual useful lives
of property, plant and equipment of similar nature and functions. It could change significantly as a result of
technical innovations and competitor actions in response to severe industry cycles. Management will increase
the depreciation charge where useful lives are less than previously estimated lives, or it will write-off or write-
down technically obsolete or non-strategic assets that have been abandoned or sold.

PROPERTY, PLANT AND EQUIPMENT

Leasehold
land and
buildings Building Furniture Computer
(Note 1) (Note 2) and fixtures equipment Total
HK$ HK$ HK$ HK$ HK$
Cost:
At 1.3.2005
As previously reported 8,554,079 808,038 5,016,767 462,069 14,840,953
Effect of adopting
HKAS 17 - (244,248) - - (244,248)
As restated 8,554,079 563,790 5,016,767 462,069 14,596,705
Additions - - 63,787 28,350 92,137
At 28.2.2006 and
1.3.2006 8,554,079 563,790 5,080,554 490,419 14,688,842
Additions - - 150,272 37,990 188,262
At 28.2.2007 8,554,079 563,790 5,230,826 528,409 14,877,104
Accumulated depreciation:
At 1.3.2005
As previously reported 513,246 145,449 1,496,279 165,436 2,320,410
Effect of adopting HKAS 17 - (43,965) - - (43,965)
As restated 513,246 101,484 1,496,279 165,436 2,276,445
Charge for the year 9,007 10,921 508,055 49,042 577,025
At 28.2.2006 and
1.3.2006 522,253 112,405 2,004,334 214,478 2,853,470
Charge for the year 9,007 10,921 523,083 52,841 595,852
At 28.2.2007 531,260 123,326 2,627,417 267,319 3,449,322
Net book value
At 28.2.2007 8,022,819 440,464 2,703,409 261,090 11,427,782
At 28.2.2006 8,031,826 451,385 3,076,220 275,941 11,835,372

1) The leasehold land and buildings is held in Hong Kong on long lease and is located at 2nd Floor, The Chinese Club Building, Nos. 21 &
22 Connaught Road Central, Hong Kong.

2) The building is situated in Hong Kong at 5th Floor, Duke of Windsor Building, 15 Hennessy Road, Hong Kong.
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6. INVESTMENT PROPERTY

Investment property

(Note 1)
HK$
Cost:
At 1.3.2006 and at 28.2.2007 83,463
Accumulated depreciation:
Balance at 1.3.2006 100
Charge for the year 100
Balance at 28.2.2007 200
Net book value
At 28.2.2007 83,263
At 28.2.2006 83,363

(1) The investment property is held in Hong Kong on long lease and is located at Flat 1, 6th Floor, Wyndham Mansion, 32 Wyndham Street,
Hong Kong.

The investment property is leased to third parties on operating leases. The fair value of the property at 28th February, 2007 assessed by
the council members is approximately HK$4.8 million (2006: HK$2.4 million).

7. PREPAID LEASE PAYMENTS ON LAND USE RIGHTS

The association’s prepaid lease payments on land use rights comprise:

2007 2006
HK$ HK$
Situated in Hong Kong
Medium-term lease 149,466 153,111
Analysed for reporting purposes as:
Non-current assets 145,821 149,466
Current assets 3,645 3,645
149,466 153,111
8. AVAILABLE-FOR-SALE FINANCIAL ASSETS
2007 2006
HK$ HK$
Equity securities, at market value
Listed in Hong Kong 11,844,645 11,088,533
Guaranteed Coupon Fund, at market value
Quoted in Hong Kong 2,546,308 2,635,493
Capital Guaranteed Fund, at market value 2,805,121 2,737,294
17,196,074 16,361,320
9. HELD-TO-MATURITY SECURITIES
2007 2006
HK$ HK$

Held-to-maturity securities, at amortized cost due
after one year

— unlisted 1,404,360 1,404,360
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10. AMOUNT DUE FROM THE HONG KONG MEDICAL ASSOCIATION ORGAN DONATION

11.

12,

REGISTER FUND LIMITED

2007 2006
HK$ HK$
Balance at beginning of year 14,042 164,009
Donation received on behalf (4,231) (4,275)
Reimbursement to The Hong Kong Medical Association - (168,198)
(4,231) (172,473)
9,811 (8,464)

Add: Expenses paid on behalf
Maintenance expenses 14,008 14,304
Postage expenses 5,624 3,373
Printing expenses 33,600 3,500
Sundries 105 105
Telephone/data expenses 1,224 1,224
54,561 22,506
Balance at end of year 64,372 14,042

AMOUNT DUE FROM THE HONG KONG
FOUNDATION LIMITED

MEDICAL ASSOCIATION CHARITABLE

2007 2006

HK$ HK$

Donation received on behalf and advertising fee deposit 20,000 =

Less: Expenses paid on behalf

Consultation/Professional fee 7,650 -

Postage expenses 156 =

Printing expenses 1,400 -

Stationery expenses 414 -

Social/meeting expenses 15,626 -

Concert expenses 113,883 =

139,129 -

Balance as at end of year 119,129 -
CASH AND BANK BALANCES

2007 2006

HK$ HK$

Time deposits at bank 10,472,905 10,101,216

Cash and bank balances 19,239,064 24,407,461

29,711,969 34,508,677

Cash and bank balances include the following amounts denominated in a currency other than the association’s

functional currency, HK dollars:

2007

2006

US dollars

US$267,983

US$312,841

Cash at banks earn interest at floating rates based on daily bank deposit rates. Short term deposits are made
for varying periods of no more than three months depending on the immediate cash requirements of the
association, and earn interest at the respective short term time deposit rates.




