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Certified Public Accountants PO i 5 2
£+ 4 fg @
Rm. 1301, Eastern Comm. Ctr., W = A ?1_
397 Hennessy Road, Wan Chai, 2 i ;
Hong Kong. n = B39 f'-f
Tel.: 2573 1638 Fax.: 2574 6390 OA T ®AT

Auditors’ Report

To the members of

REACH, PCCW, Cable and Wireless Staff Association AR ERFIRE S
(formerly Cable and Wireless (Hong Kong) Limited Staff Association FHEAXREHRTMRES)
(established under the Trade Unions Ordinance (Cap.332))

We have audited the financial statements on pages 3 to 8 which have been prepared in
accordance with accounting principles generally accepted in Hong Kong.

Respective responsibilities of executives and auditors

The Association’s constitution and by-law requires the executives to prepare financial
statements which give a true and fair view. In preparing financial statements 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
statements and to report our opinion to you.

Basis of opinion

We conducted our audit in accordance with Statements of Auditing Standards issued by the
Hong Kong Society of Accountants. An audit includes examination, on a test basis, of
evidence relevant to the amounts and disclosures in the financial statements. It also includes
an assessment of the significant estimates and judgements made by the executives in the
preparation of the financial statements, and of whether the accounting policies are appropriate
to the Association’s circumstances, 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 financial statements are free from material
misstatement. In forming our opinion we also evaluated the overall adequacy of the
presentation of information in the financial statements. We believe that our audit provides a
reasonable basis for our opinion. '
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C.W.CHAN & CO.

Certified Public Accountants

Auditors’ Report (continued)

To the members of

REACH, PCCW, Cable and Wireless Staff Association FARERFTRES
(formerly Cable and Wireless (Hong Kong) Limited Staff Association Fi#AREHFTHMER)
(established under the Trade Unions Ordinance (Cap.332))

Fundamental uncertainty relating to going concern of the Association

In forming our opinion we have considered the adequacy of the disclosures made in note 3 to
the financial statements which explains that in preparing the financial statements the
Executive Committee has given consideration to the future operations and financing of the
Association. The financial statements have been prepared on a going concern basis, the
validity of which is subject to the assumption that the members of the Association and Hong
Kong Telecom International Limited do not request repayment of their amounts due. We
consider that the appropnate disclosures have been made, but the fundamental uncertainty
relating to whether the going concern basis is appropriate is so extreme that we have
disclaimed our opinion.

Qualified opinion: Adverse opinion

As more fully explained in note 11 to the financial statements, the litigation between the
Association and Hong Kong Telecom International Limited (H.K. Telecom) was settled in
favour of H.K. Telecom resulting from a payment of costs of HK$1,599,814 and interest to
HXK. Telecom. The interest amount concerned has not been ascertained yet. No provision
for the costs and interest has been made in the financial statements. If the costs and interest
had been so recognised the effect would have been to increase the deficit for the year and
increase the accrued expenses at 31st August, 2003 at least by HK$1,599,814.

In view of the effect of the failure to provide for the costs and interest referred above, in our

opinion the financial statements do not give a true and fair view of the state of the
Association’s affairs as at 31st August, 2003 and of its deficit for the year then ended.

o) e 0

C. W. Chan and Co.
Certified Public Accountants

Hong Kong, 6th November, 2003
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REACH, PCCW, CABLE AND WIRELESS STAFF ASSOCIATION

BALANCE SHEET AS AT 31ST AUGUST, 2003

(Expressed in Hong Kong Dollars)

Note 2003
FIXED ASSETS [EEREFRTERBE 5 $ 10,337
CURRENT ASSETS U&#RE
Stocks -iip $ 11,303
Accounts receivable i A= 10,500
Cash and bank balances B&RBOEE 151,525
$ 173,328
CURRENT LIABILITIES ¥WE&#E
Accrued expenses FEfTEH 3 4,000)
Loans from members RE&BFE 6 ( 479,880)
($  483,880)
NET CURRENT LIABILITIES WHERESHE % 310,552)
NET LIABILITIES &ffi#E 3 300,215)
REPRESENTING:
GENERAL FUND TEES % 48,545)
LEGAL PROCEEDINGS FUND 7 ( 303,075)
FanEs
25TH ANNIVERSARY FUND 8 51,405
HHBFELE _
($  300215)

The annexed notes form an integral part of these financial statements.

$

$

$ 196,736

8
(

¢
¢

($

¢

¢

12,894
13,225
170,617

4,000)
479,880)

483,880)
287,144)

274,222)

23,052)
303,075)

51,905

274,222)

The financial statements on pages 3 to 8 have been approved and authorised for issue by the

Executive Committee on 6th November, 2003. (P. 18 -P.23)

N R

’s Vv
Cheung Pak Chi Lam Wing Ming Lau Yeuk Chin
Chairman Secretary Treasurer
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REACH., PCCW, CABLE AND WIRELESS STAFF ASSOCIATION

INCOME AND EXPENDITURE ACCOUNT

FOR THE YEAR ENDED 31ST AUGUST, 2003

(Expressed in Hong Kong Dollars)

Note 2003
INCOME A 9 $ 160,035
EXPENDITURE
AGM expenses BEXEEA $ 3,280
Audit fee BB 4,500
Cleaning expenses THDRE 4,834
Computer expenses FRARER 259
Depreciation . EERESE 2,585
Dues to affiliated association ~ BF&rEf 4,030
Election expenses S ERZH -
Employer’s contributions to pension scheme A 7,794
Gratuity to deceased members’ beneficiaries il 20,000
Insurance R 3,023
Meeting and seminar expenses il -
Newspapers and magazines fakiind -
Postage and telegrams HER 214
Printing and publication ENRIFIRE S8 788
Repairs and maintenance kR 815
Recreational activities R -
Salaries BE#E 115,718
Social liaison expenses B’ 9,315
Souvenir A 4,085
Special compensation to a staff BRERHEHRE -
Stationery e 258
Sundry expenses %fﬁ 2,924
Telephone EE 484
Traffic expenses EH 72
Wreath and tributes BEEe 550
$ 185,528
DEFICIT FOR THE YEAR R EORR ($  25,493)
GENERAL FUND BROUGHT F()‘égVﬁé{#D ( 23,052)
GENERAL FUND CARRIED FO%% - ($ 48,545)

The annexed notes form an integral part of these financial statements.
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$ 192,593

$ 3,735
4,500
7,314

994
3,232
4,255

175

13,451
10,000
2,993
2,849
37
1,153
2,752

1,923
183,960
9,504
570
91,217
857
2,620
429

193
750

$ 349,463

($ 156,870)
133,818

($ 23,052
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REACH, PCCW, CABLE AND WIRELESS STAFF ASSOCIATION
- NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31ST AUGUST, 2003

(Expressed in Hong Kong Dollars)

GENERAL

The Association is a trade union established under the Trade Unions Ordinance (Cap.
332).

CHANGE OF NAME

By a resolution of the members of the Association passed on 21st August, 2003, the
name of the Association has been changed from Cable and Wireless (Hong Kong)
Limited Staff Association THHEEAREHRFTFE S to REACH, PCCW, Cable and

Wireless Staff Association HH AR EBRFHRES.

BASIS OF PREPARATION OF FINANCIAL STATEMENTS

At 31st August, 2003 the Association’s current liabilities exceeded its current assets
by HK$310,552 and there was a net liabilities of HK$300,215. The Executive
Committee believes that the members will not request repayment of their loans of
HK$479,880 in the foreseeable future and Hong Kong Telecom International Limited
has not requested for payment of costs of HK$1,599,814 and interest as mentioned in
note 11. Thus, the Executive Committee is of the opinion that sufficient funds are
available to meet daily operations of the Association. Accordingly, the financial
statements have been prepared on a going concern basis.

PRINCIPAL ACCOUNTING POLICIES

(a) Basis of accounting

The financial statements have been prepared under the historical cost
convention.

(b) Depreciation

Depreciation is provided to write off the cost of fixed assets over their
estimated useful lives, using the reducing balance method, at the following
rates per annum:

Furniture and equipment 20%
Fixtures and fittings 25%
(c) Stocks

Stocks are stated at the lower of cost and net realisable value. Cost includes
all costs of purchase and is determined on the first-in, first-out method. Net
realisable value is estimated selling price less estimated costs to be incurred in
selling and distribution.

- 20 -
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REACH, PCCW, CABLE AND WIRELESS STAFF ASSOCIATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST AUGUST, 2003

(Expressed in Hong Kong Dollars)

PRINCIPAL ACCOUNTING POLICIES (continued)
(d) Taxation

The Association is not liable to Hong Kong profits tax under section 24 of
Inland Revenue Ordinance (Cap. 112).

(e) Pension cost

The pension cost charged to the income and expenditure account represents the
amount of employer’s contributions paid to the Association’s defined
contribution pension scheme.

® Monthly subscription and entrance fees

Monthly subscription and entrance fees are recognised as revenue when no
significant uncertainty as to its collectability exists.

FIXED ASSETS BEEgE
Furniture Fixtures

and equipment and fittings Total
Cost: R BRRE ARG g
At 1/9/2002 and 31/8/2003 $ 248,280 $ 3,920 $ 252,200
Depreciation: i Eg;gﬁ
At 1/9/2002 %@ﬁﬁ. $ 235,370 $ 3,908 $ 239,278
Charge for the year BERE 2,582 3 2,585
At 31/8/2003 ke % 237,952 $ 3,911 $ 241,863
Net book value: HEEIRE:
At 31/8/2003 HikRERS $ 10,328 $ 9 $ 10,337
At 31/8/2002 -r o) e $ 12910 $ 12 $ 12,922
LOANS FROM MEMBERS

Loans from members are unsecured, interest free and have no fixed terms of
repayment.

LEGAL PROCEEDINGS FUND i3

2003 2002
Balance brought forward and carried forward ($ 303,075) ($ 303,075)

- 21 -
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REACH, PCCW, CABLE AND WIRELESS STAFF ASSOCIATION

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31ST AUGUST, 2003

(Expressed in Hong Kong Dollars)

25TH ANNIVERSARY FUND HEBFLES

Gain on sales of 25th Anniversary Commemorative

Phonecards $
Less: Souvenir o b
Deficit for the year REEBE $
Balance brought forward HEERT
Balance carried forward BT $
INCOME KA
Members’ subscription &% $

Bank interest received — SBfTHISMA

Gain on sales (Note 10) $8EEE
Electrical appliance handling charges Ea8IRESKA
Donations and contribution received — #BaUA

Surplus on recreational activities RSB
$
GAIN ON SALES BERK
Sales e $
Less: Cost of sales 1% N
Opening stock ER $
Purchases s

Less: Consumption ABEEAEEA

$
Closing stock PRER (
$
Gain on sales and transfer to general fund $

MERGETEES

- 22 -

131,100
473

107

40
21,550
6,765

160,035

1,198

2,561

2,561

2,561
1,470)

1,091
107

¢

111)
52,016

51,905

179,300
1,519
304

20
11,450

192,593

3,720
5,726
265

5,991
14)

5,977
2,561)

3,416

304
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REACH., PCCW, CABLE AND WIRELESS STAFF ASSOCIATION
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31ST AUGUST, 2003

(Expressed in Hong Kong Dollars)

LITIGATION

In 1991, the Association brought a legal action against Hong Kong Telecom
International Limited (H.K. Telecom) for breach of a procedural agreement made
between them in that H.K. Telecom failed to conduct any prior consultation with the
Association in respect of a collective dismissal of members of the Association. On
1st ‘March, 2001, the case was decided in favour of HXK. Telecom. In November
2001, HK. Telecom made a formal claim of costs of HK$1,599,814 together with
interest. The Executive Committee is of the opinion that H.K. Telecom has not
further requested for payment so that the relevant costs and interest have not been
included in the financial statements.
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