
REPORT AND ACCOUNTS
FOR THE YEAR ENDED 31ST MARCH 2005

AUDITORS' REPORT TO THE MEMBERS OF
EMPLOYEES RETRAINING BOARD
(Established in Hong Kong under the Employees Retraining Ordinance)

We have audited the accounts on pages 49 to 56
which have been prepared in accordance with accounting
principles generally accepted in Hong Kong.

Respective responsibilities of Employees Retraining
Board and auditors

The Employees Retraining Board is responsible for
keeping proper books and records and to prepare accounts
which give a true and fair view.  In preparing accounts
which give a true and fair view it is fundamental that
appropriate accounting policies are selected and applied
consistently.

It is our responsibility to form an independent opinion,
based on our audit, on those accounts and to report our
opinion solely to you, as a body, in accordance with Section
11(2) of the Employees Retraining Ordinance, and for no
other purpose.  We do not assume responsibility towards
or accept liability to any other person for the contents of
this report.

Basis of opinion
We conducted our audit in accordance with Statements

of Auditing Standards issued by the Hong Kong Institute
of Certified Public Accountants.  An audit includes
examination, on a test basis, of evidence relevant to the
amounts and disclosures in the accounts.  It also includes
an assessment of the significant estimates and judgements
made by the Employees Retraining Board in the preparation
of the accounts, and of whether the accounting policies
are appropriate to the circumstances of the Employees
Retraining Board, consistently applied and adequately
disclosed.

We planned and performed our audit so as to obtain
all the information and explanations which we considered
necessary in order to provide us with sufficient evidence
to give reasonable assurance as to whether the accounts
are free from material misstatement.  In forming our opinion
we also evaluated the overall adequacy of the presentation
of  information in the accounts.  We believe that our audit
provides a reasonable basis for our opinion.

Opinion
In our opinion the accounts give a true and fair view

of the state of affairs of the Employees Retraining Board
as at 31st March 2005 and of its deficit and cash flows
for the year then ended and have been properly prepared
in accordance with the Employees Retraining Ordinance.

PricewaterhouseCoopers
Certified Public Accountants
Hong Kong, 12th September 2005

At 1st April 2003
Deficit for the year

At 31st March 2004
Deficit for the year

At 31st March 2005

INCOME AND EXPENDITURE ACCOUNT FOR THE YEAR ENDED 31ST MARCH 2005

Note 2004-2005 2003-2004
HK$ HK$

STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31ST MARCH 2005

Employees retraining fund   Accumulated deficits Total

Income

Government subvention

Levy income

Interest income

Course fee income

Other income

Expenditure

Retraining allowances

Retraining programmes
and course expenses

Administrative expenses

Capital expenditure

Other expenses

Deficit for the year
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BALANCE SHEET AS AT 31ST MARCH 2005

Note 2004-05 2003-04
HK$ HK$

Operating activities

Deficit for the year

Interest income

Operating cash flows before
working capital changes

(Increase)/decrease in rental and
utility deposits

Decrease/(increase) in prepayments

Decrease/(increase) in course fee
receivables

Increase in other receivables

Decrease in amounts due from
training bodies

Decrease/(increase) in amount due
from Immigration Department

Decrease in amount due to training
bodies

Decrease in provision for on-the-
job training allowances

Decrease in accruals

Increase in deferred income

Cash generated from operating
activities

Investing activities

Interest received

Net increase in cash and cash
equivalents

Cash and cash equivalents
at 1st April

Cash and cash equivalents
at 31st March

Current assets

Rental and utility deposits

Prepayments

Interest receivable

Course fee receivables

Other receivables

Amounts due from training
bodies

Amount due from Immigration
Department

Cash and bank balances

Current liabilities

Amounts due to training bodies

Provision for on-the-job
training allowances

Accruals

Deferred income

Employees Retraining
Fund

Accumulated deficits

CASH FLOW STATEMENT FOR THE YEAR ENDED 31ST MARCH 2005

2004-05 2003-04
HK$ HK$
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NOTES TO THE ACCOUNTS

1   General

The Employees Retraining Board ("the Board") is a legal entity
incorporated under the Employees Retaining Ordinance of 1992 without
a share capital. It is a non-profit-making organisation formed for the
objective of providing retraining courses for employees to be funded
by a levy payable by employers who employ imported employees and
by government subventions. The Employees Retraining Board has been
granted an exemption under Section 88 of the Inland Revenue Ordinance
("the Ordinance") and is therefore exempted from all taxes payable
under the Ordinance.

2   Principal accounting policies

The principal accounting policies adopted in the preparation of
these accounts are set out below:

(a) Basis of preparation

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

The HKICPA has issued a number of new and revised Hong Kong
Financial Reporting Standards and Hong Kong Accounting Standards
("new HKFRSs") which are effective for accounting periods beginning
on or after 1st January 2005.  The Board has not early adopted these
new HKFRSs in the accounts for the year ended 31st December 2004.
The Board has already commenced an assessment of the impact of
these new HKFRSs but is not yet in a position to analyse and quantify
the impact of these new HKFRSs on its results of operations and financial
position.

(b) Revenue recognition

Government subvention is recognised when there is a reasonable
assurance that the Board will comply with the conditions attaching with
them and that the subvention will be received.  Government subvention
is credited to the income and expenditure account for the amount entitled
and the related expenditure is debited to the income and expenditure
account when incurred.

Levy income is recognised upon notification from the Immigration
Department of its receipt from employers.

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

Course fees income and other income are recognised on an accrual
basis.

(c)  Capital expenditure

Capital expenditure represents the cost of fixed assets including
leasehold improvements, furniture and fixtures and office and computer
equipment.  The Board has taken the advantage of the exemption under
Section 2 of SSAP 17 "Property, plant and equipment", that all fixed
assets acquired for the use of the Employees Retraining Board are
written off to the income and expenditure account in the year of
acquisition.

(d)  Operating leases

Leases where substantially all the risks and rewards of ownership
of assets remain with the leasing company are accounted for as operating
leases.  Payments made under operating leases net of any incentives
received from the leasing company are charged to the income and
expenditure account on a straight-line basis over the lease period.

(e)  Employee benefits

The Board contributes to a defined contribution retirement scheme
which is available to all employees.  Contributions to the scheme by
the Board and employees are calculated as a percentage of employees'
basic salaries.  The retirement benefit scheme cost charged to the profit
and loss account represents contributions payable by the Board to the
scheme.

Employee entitlements to annual leave are recognised when they
accrue to employees.  A provision is made for the estimated liability
for annual leave as a result of services rendered by employees up to
the balance sheet date. Employee entitlements to sick leave and maternity
leave are not recognised until the time of leave.

(f)  Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at cost.
For the purposes of the cash flow statement, cash and cash equivalents
comprise cash on hand and deposits held at call with banks.

3 Government subvention

The government subvention received from the Government of the
Hong Kong Special Administrative Region represent an annual grant
of HK$364,100,000 (2004: HK$377,984,000) and a special grant
of HK$10,091,291 (2004: HK$6,685,944) to cover the administrative
charges for the collection of levy from Employers of Foreign Domestic
Helpers.

4 Levy income

In accordance with Section 14(1) of the Employees Retraining
Ordinance, a specified levy known as the Employees Retraining Levy
is imposed on those employers importing employees under the Labour
Importation Scheme and is payable in advance for the first two-year
contract period. During the year, the levy was charged at a rate of
HK$400 per imported worker per month.

Interest on training
funds subsidies

Interest on bank
deposits

5  Interest income

2004-05 2003-04
HK$ HK$
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8 Retraining programmes and course expenses

2004-05 2003-04
HK$ HK$

6 Other income

2004-05 2003-04
HK$ HK$

9 Administrative expenses

2004-05 2003-04
HK$ HK$

10 Capital expenditure

2004-05 2003-04
HK$ HK$

Proceeds from disposal
of fixed assets

Income from service
rendered to other
organisations

Sundry income

7 Retraining allowances
In accordance with Section 21(4) of the Employees Retraining

Ordinance, a specified retraining allowance is payable to the trainees
in respect of their attendance at whole-day and one-week retraining
courses.

Retraining Resource
Centres

Skills Assessment Centre

Self Employment
Business Start-up
Assistance Scheme

Integrated Scheme for
Local Domestic Helpers

On-the-Job Training
Scheme

Publicity Programmes

Retraining courses
expenses

Training for trainers

Course Development
and support

Annual handling fee

Auditors' remuneration

Building management fee

Car running expenses

Delivery charges

Housing allowance

Insurance

Legal and professional fees

Miscellaneous

Newspapers and magazines

Postage

Printing and stationery

Provident fund contributions

Recruitment expenses

Operating lease rentals in
respect of land and buildings

Repairs and maintenance

Research and staff
training costs

Salaries and allowances

Social expenses

Staff welfare

Translation fees

Travelling expenses

Utility expenses

Furniture and fixtures

Office equipment

Leasehold improvements

Computer equipment
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11 Other expenses
Other expenses represent the expenses incurred for the development,

operating and maintenance of on-line computer network system linking
with training bodies.

12 Employees Retraining Fund
The Employees Retraining Fund represents the funds initially

contributed by the Government of the Hong Kong Special Administrative
Region.

13 Contingent liabilities
From 1st October 2003 onwards, employers who employ, or renew

a contract with, a foreign domestic helper, would have to pay a levy
of $400 per month for the duration of the standard two-year contract
period. The levy received would be used by the Board for the training
and retraining of the local workforce to enhance their employment
opportunities. Certain foreign domestic helpers groups filed a case
before the Hong Kong High Court questioning the legality of the levy
imposed by the Hong Kong Special Administrative Region Government.
Up to the year ended 31st March 2005, the levy received by the Board
amounted to HK$811 million (2004: HK$144 million).

14 Commitments under operating leases
At 31st March, the Board had future aggregate minimum lease

payments under non-cancellable operating leases in respect of land
and buildings payable is as follows:

15 Approval of accounts
The accounts were approved by the Employees Retraining Board

on 12th September 2005.

2004-05 2003-04
HK$ HK$

Not later than one year

Later than one year but not
later than five years
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