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REPORT OF THE GENERAL COMMITTEE

(For the year ended 31 December, 2007)

The General Committee has pleasure in presenting its report
together with the financial statements for the year ended 31*
December, 2007.

PRINCIPAL ACTIVITIES

The role of the Chamber is to promote, represent and safeguard
the interests of the Hong Kong business community.

ACCOUNTS
The state of the Chamber's affairs at 31 December, 2007 and the

result for the year ended are set out in the financial statements on
pages 70-88.

ASSETS

Details of the movements in assets are shown in notes 4-10 to the
financial statements.

GENERAL COMMITTEE MEMBERS

The General Committee Members who held office during the
year are set out on pages 2 and 3. No Member of the General
Committee, or any other Members of the Chamber, received any
form of remuneration in return for their services, other than normal
professional or similar fees paid for services or supplies rendered
to the Chamber and no portion of the income or property of the
Chamber was paid or transferred directly or indirectly by way of
dividend, bonus or otherwise to Members of the Chamber.

INTEREST IN CONTRACTS

No contract of significance to which the Chamber was a party and in
which a General Committee Member had a material interest subsisted
at the end of the year nor at any time during the year.

AUDITORS

A resolution for the re-appointment of KPMG as auditors of the
Chamber is to be proposed at the forthcoming Annual General
Meeting.

By Order of the General Committee,
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Andrew Brandler
Acting Chairman
on 27 March, 2008
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Two thousand and seven was an eventful year for your Chamber,
in a number ways. Our economy performed its seemingly
routine magic one more time, generating opportunities for a
broad spectrum of society as well as satisfactory returns for
most companies. As we have come to expect, our members
and staff took up the challenge of crafting policy positions on a
host of issues and concerns. As many of you know from direct
participation, the consultation process is an integral part of how
members' views are reflected to the government and the public
at large. Where our concerns are acted on, as is frequently the
case with our Budget recommendations, the results can go
directly to the bottom lines of our members, and contribute to
Hong Kong's ability to compete.

In the past year, your views have been compiled, digested,
formulated and presented to policymakers on a wide variety of
issues. We continue to offer our views to the Chief Executive

on his annual Policy Address, to the Financial Secretary on
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Business leaders spoke candidly at the Chamber's
CEO Manpower Conference on what must be done
to fulfill Hong Kong's manpower needs.
0000000000000000000000
000000000000000000000

the yearly Budget, as well as to authorities in the Mainland on
further liberalizing various sectors of its economy to Hong Kong
companies under CEPA. We were encouraged to see the Chief
Executive dedicate considerable attention to environmental
initiatives in his Policy Address. In implementing the measures
that he outlined, together with policies on culture and heritage,
Hong Kong will become a better place not only for residents, but
also to help attract talent from all over the world to come to live
and work here. Ensuring that Hong Kong can attract the talent
that we need to drive our economy forward, as well as training
up our own talent, was given new impetus in the Policy Address.
The Chamber also carried the ball further on this vital topic with
discussions at our second CEO Manpower Conference May.
Human resources professionals and business leaders spoke
candidly at the conference on what they believe can and must
be done for Hong Kong to fulfill the manpower demands of

Asia's world city.
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The Chamber's submissions to the
government on the Chief Executive's
annual Policy Address and the Financial
Secretary's annual Budget have
contributed to honing Hong Kong's
business environment.
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On fiscal matters, the Chamber lobbied for three tax-related
policy changes: first, to reduce the profits tax rate to 15%;
second, to immediately implement group loss relief; and
third, to provide a simpler filing procedure and a lower profits
tax rate for smaller companies. We are happy to note that
some ground has been gained, particularly on reducing

the profits tax rate to 16.5%. Others, which are equally
encouraging, include elimination of tax on wine and beer,
faster depreciation for investment and tax concessions for
SMEs. However, it appears group loss relief will require more
time before we see progress.

In addition, members have participated in the review of

the entire Companies Ordinance. Other areas include such
diverse subjects as racial discrimination, nutrition labelling,
quarterly reporting of accounts, statutory backing to listing
regulations, consumer protection, and the regulation of the
power industry. The last one, as you likely know, being rather
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Chairman’s Review

HRCC i
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Britain's former Prime Minister Tony Blair spoke at our
Business Summit dinner.
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close to my heart, but | wish to assure you that we are very

careful to avoid any conflict of interest in our policy prescriptions!

You, as members, have also told us that over the past few years
there have been too many new regulations coming into force, or
being drafted, or going through the consultation process. While
some of those rules are quite reasonable in the way in which
they were originally presented, the process of moving from
concept to reality may distort the original intent, and by doing
so, add to the cost of doing business. We have stressed that

any regulatory change must be carefully studied for its impact
on the business environment. Hong Kong has had very sensible
business regulation for a very long time, and it has served us
well. What we need to be careful of is that we do not undermine
our competitiveness while striving to improve the regulatory
environment.
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HKSAR Chief Executive Donald Tsang visited the Chamber to meet with
the General Committee on June 1.
00000000000000601000000000000000

The Chamber organized a media tour of environmentally
friendly production facilities in the Mainland in March.
00300000000000000000000000ODO

The past year was an active one for your Chamber, and

a prosperous year for Hong Kong. Nearly 64,000 new
companies opened their doors in Hong Kong last year, setting
a record for both the largest number of businesses in history
and the greatest increase. With your help, we hope to attract
many of them to join our Chamber, so as to contribute to

the work of making this an even better place to do business.
Those new companies, and the ones already established,
generated nearly 92,000 new full-time jobs, one of the largest
increases in history. As a result, un- and under-employment fell
by nearly 70,000 jobs to a record low of 3.4%.

Throughout the year, rising energy prices and consumer
inflation and the falling value of the US dollar added
uncertainty to the mix. Yet, our stock market capitalization
topped US$2.6 trillion in 2007, and the overall performance
of the Hang Seng Index — up better than 39% — was the
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best this decade. The rising renminbi and falling confidence in

global markets serves to highlight our fortuitous position as the
senvices interface between the rest of China and the rest of the
developed world.

Towards the end of 2007, signs that the U.S. economy was
starting to stall began to appear, as a result of the sub-prime
mortgage crisis in the country. The economic prospects for
2008 remain volatile, with a slowdown in the United States
bordering on becoming a recession, and an inflationary
Chinese economy looming ahead. The Chamber organized
regular roundtable luncheons and seminars on the possible
impacts of the slowdown, and how companies can make
provisions to limit the impact on their businesses. Although it is
beyond the scope of this review, we will ensure that members
continue to receive the best and most timely insights into

these developments as they occur.
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Chairman’s Review

Federal Reserve Chairman
Ben Bernanke said the
United States could enter
into recession from the
housing, credit and

On the policy front, your Chamber remains a strong leader in

private-sector initiatives focused on improving our interaction
with the environment. In partnership with other organizations,
we continue to lead the way in addressing pollution not only
here at home, but also in the neighbouring Pearl River Delta
region. As | touched upon earlier, arresting pollution is vital if
we are to attract the talent that Hong Kong needs to enhance
our competitiveness. This fact is clearly spelled out in global
surveys ranking countries' competitiveness. Surveys are not
perfect measures of the issues that matter to business, but
they are important indicators. They also tell us that all the
serious business and financial centres in the world are steadily
improving their offerings, and we are deficient here on "quality
of life" issues principal among which is our air quality, with the
consequent impact on our ability to attract the brightest talent
from around the world to come and work here.
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financial crises.
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The Chamber is @ member-led organisation, and the
representatives of our members that take the lead in Chamber
affairs, through contribution of time and talent, help us retain our
position as the pre-eminent business association in the finest city
in Asia. | wish to take this opportunity to offer my sincere thanks
to our Chairman, Dr Lily Chiang, who is on leave from her duties
to take care of personal matters. My fellow General Committee
members have worked hard to make the necessary transition

as painless as possible, and none more so than Vice Chairmen
Anthony Wu, KK Yeung and He Guangbei, and our Legislative
Council Representative in the Commercial (First) functional
constituency, The Honourable Jeffrey Lam.

I'would also like to thank the hard working members of our
Chamber committees, and particularly the chairmen and
vice-chairmen of those committees. They provide the direct
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Members' participation in events
and formulating policies is vital to
the success of the Chamber.
0O0000000000oO0oOoO
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intellectual input and resource support to the secretariat that
gives so much of what we do a unique substance and depth.
Without their contribution, we would be considerably less than

We are.

Moreover, | would like to express my thanks and gratitude to

the Chamber CEO, Alex Fong, and his staff at the secretariat for
their contribution during the year. Each of them have contributed
hard work and good ideas towards developing the strategies and
policies of the Chamber that allow us to play an effective role in
shaping the city in which we live.
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To my fellow members, | would like to thank you for participating

in our events, and to extend an open invitation to provide to the
Chamber secretariat your thoughts on how we can do more for
you. Lastly, | wish you all every success in your business in 2008,
and to Hong Kong in the years ahead.
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Andrew Brandler

[ piaL-r-"-"

Acting Chairman

HKGCC Chairman Dr Lily Chiang is on a leave of absence. In accordance with
the Chamber bylaws, Deputy Chairman, Andrew Brandler, takes up the duties
of the Chairman during the interim.
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Hong Kong's dtrategic Role




Members tour OOCL
Logistics' centre
during a Chamber
CEPA mission to
Guangdong.
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The year under review was an exceptional one for your

Chamber, with the new format of our services and programs
starting to bear fruit, and the refurbishment of our certification
offices being successfully completed. It was also a year

which saw the booming global economy start to slow after a
remarkable period of growth, and a year in which our member
companies had to wrestle with a host of regulatory changes in
the Mainland.

Against this backdrop, your Chamber was extremely busy
lobbying on members' behalf, organizing seminars and
workshops to provide them with valuable information to help
them understand and respond to these changes, as well as
offering them supporting business services. The Chamber's
programs and services provided to members can be
summarized under four modules: Business Advocacy, Business
Services, Business Connect, and Corporate Development.
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HKGCC Vice Chairman KK Yeung (4th from right) presents a souvenir to
Yi Xiao Zhun, Vice Minister of Commerce, following a special meeting at the
Chamber on July 17 to discuss ideas for further supplements to CEPA, with
a particular emphasis on expanding liberalization of China's service sectors.
0007017000000000000000000000000000

0000000000000 00000000000000000000
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A - Business Advocacy

The Chamber regularly undertakes research and collects views
from members on their concerns and issues affecting their
businesses and brings them to the attention of the authorities.
Our most well-known achievement in the recent past on this
front is our calling for the establishment of CEPA, and the
ensuing annexes that provided further liberalization of many
sectors, particularly services, as a result of the Chamber's "wish
lists." The latest liberalization package, announced on the

eve of the 10th anniversary of the HKSAR, carried important
implications because it signified a more assertive attitude in
China's international trade policy.

To explore these new CEPA opportunities in more detail with the
Mainland authorities, the Chamber's China Committee organized
a CEPA working mission to Guangdong in July, which focused on

exploring how Hong Kong and Guangdong can work together

ooao
0000000000000000000000000
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Frederick Ma, Secretary for
Commerce and Economic
Development, spoke at the
Chamber's new "Meet the
Minister Town Hall Forum
Series" on August 29.
0000000000000
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to create opportunities from China's developing services sector.
Later in the year, the China Committee also organized CEPA
missions to Zhuhai and Macau to explore specific opportunities
in these rapidly developing cities.

It was also in July that China's Ministry of Commerce, and the
General Administration of Customs, announced that they would
seek to further impose more restrictions on the processing trade
in labour- and energy-intensive industries under a new policy to
upgrade the service sector. Under the new policy, which came
into effect on August 23, enterprises engaged in the production
of the affected products were required to place guarantee
deposits, and register their process trade contracts with the
authorities. This placed a tremendous burden on enterprises
operating factories in the Pearl River Delta, so in response to
members' concerns, a delegation comprising representatives
from the HKGCC and the four other leading chambers in
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CEO's Report

Happy Hour's new format is
proving to be very popular
with members.
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Hong Kong, called on Guangdong officials to discuss ways to

address the impact of the latest policy adjustments imposed on
Hong Kong processing trade enterprises.

Our other committees, particularly those focusing on
professional services, were also very active in putting forward
the Chamber's views on a wide range of policies, from
constitutional development, to the environment, to reducing tax
rates. You can read more about our advocacy work elsewhere
in this Annual Report.

B - Business Services
The breadth and depth of business services that we offer to

members were expanded in 2007. In essence, the Chamber
functions as members' agent for such supporting activities as
trade documentation, staff training, and information. To expand
this scope, the Chamber's wholly-owned subsidiary, Chamber
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A full house for the
Chamber's Business
Summit.
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Services Limited, now collaborates with the Chamber's programs

unit to provide a better cohesion between each others' work.
To facilitate our CO customers, three certification branch offices
were relocated to new premises in 2007, which resulted in
considerable rental savings.

C - Business Connect
As China continues to be the engine that drives Hong Kong's

economic growth, the Mainland was also a key component

in our "advocacy" and "connect" work during the year under
review. A major program that the Chamber initiated in 2007
was the "Business Connect with China in a Rapidly Globalizing
Economy" series. This seminar series looked at the increasingly
intertwined relations that China now enjoys with major trading
blocs around the world, namely the Americas, Africa, Asia,
Europe, and the Middle East. Through this series, the Chamber
discussed with officials and businesses operating in China and

going in, going

1= n

other regions around the world, how China's
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A new format for the popular Consuls General cocktail receptions
has been well received.
0O0000000000000000000000

out" policy is changing the flow of business, trade, investment,

information, and funds.

The findings from these seminars were distilled and presented
at our 14th Annual Hong Kong Business Summit in November.
In 2007, we revised the format of the Business Summit
substantially to make it a full-day event to accommodate the
wide-ranging and quality speakers. Moreover, we hosted a pre-
summit dinner on November 5 with Britain's former Prime
Minister Tony Blair, who shared his international perspective on

how businesses and governments operate around the world.

We organized 10 study missions to the Mainland in 2007 to help
members better understand the rapid developments within its
cities and polices taking place there. We also organized a study
mission to Vietnam in May, following a visit by Vietnam's Minister
of Trade Truong Dinh Tuyen, complemented by a series of

seminars on the country, which is believed to offer huge potential.
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Our regular cocktail receptions were also given a new format

under the banner: "Conversation with Consuls General cum
Cocktail Reception." These networking functions, together
with our regular roundtable luncheons, seminars, business
matching meetings, and networking cocktails were organized
throughout the year to help members gain fresh insights into
a wide range of issues, and to build new contacts which could
offer them potential business opportunities. More details of
our "connect" activities can be found under the "Business
Connect" section of this Annual Report.

D - Corporate Development
The Chamber exercises prudence in managing the resources

available to provide services and programs to members. The
Chamber's finances performed exceedingly well in 2007. The
surplus for the year increased by 155% from $26.9 million
in 2006 to $41.7 million. Some $22 million of which was

a one-off nature from $37 million in write-back on property
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CEO's Report

Business matching meetings, training, and seminars are useful services
that help members develop their businesses.
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value against $15 million in write-off on investment, and
$19.7 million from operational surplus. Operational income,
other than investment income (i.e. excluding interest and
dividends, rental, debt and equity securities), rose by 5.3%
from $57.9 million in 2006 to $60.9 million this year.
However, operational expenditure also rose from $52 million
to $55 million, resulting in an operational surplus before tax,
excluding investment income, of $5.9 million, the same as
in 2006.

On human resources, we try to hold a steady headcount,
and at the same time foster an environment in which
secretariat staff can find their talents put to good use to
create high quality programs and services for members.
We have also been constantly seeking to upgrade our IT
support for our operational needs and our Website,
which now receives an average of 2.2 million page views

per month.
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The Chamber welcomes
dozens of visitors from overseas
every month.
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Overall, as you can see, 2007 was an extremely busy and
productive year for your Chamber, and | hope that members
feel they got good value for their membership. On membership
dues, despite rising costs, the Chamber decided not to raise its
membership fee of $4,000, which has been frozen for the past
decade. Your Chamber has remained not only the largest and
the oldest business organization in Hong Kong, but also the
most international of the local chambers and the most local of
the international chambers.

Our Pleasure to Serve You: Our Members
The reports which follow contain more details on all the

Chamber's events and achievements during the year under
review. | am sure that you will agree that the Chamber and

staff who serve you provide an unrivalled variety and quality of
services, and we look forward to having the pleasure of doing so
in the year ahead.
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Last, but by no means least, all members who serve on our
committees invested a considerable amount of time and energy
to share their expertise during the year. They deserve our
deepest gratitude.

Alex Fong
CEO
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Business Advocacy Group
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As the voice of business in Hong Kong, advocacy
is one of the core activities and strengths of the
Hong Kong General Chamber of Commerce.
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Business Advocacy Group
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Henry Tang, Stephen Lam, and Frederick Ma came to the Chamber to hear

members' views on the Green Paper on Constitutional Development.
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A’ Function of the Chamber
0000

The Chamber formulated positions on issues relevant to the business sector during the year under review
through its various committees, as well as events such as roundtables and seminars. It also communicated
regularly with government officials and policy makers to press home these views. Some of these resulted
in public campaigns, while others took the form of position statements delivered to government.
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The Chamber's site visits are very popular with members.
00000000000000

1. Hongkong International Terminals 00000000

2. Da Chan Bay Container Terminal 0000000 O

3. Esquel’s clean production facilites Doooooooo O
4. Central air-quality monitoring station 0000 0 0 O

5. CK Life Sciences labb0 00O ODOOOODOOOOOOO

Economic Policy Committee
The committee made substantial contributions to the

Chamber's submissions to the government on the Chief
Executive's annual Policy Address and the Financial Secretary's
annual Budget. High on both agendas were measures aimed at
improving Hong Kong's competitiveness, both from a regulatory
and from a fiscal perspective.

The committee led discussions and drafted a response to
government in reaction to the large increase in civil service
starting salaries and pay increases. As predicted, the public
sector's largess led to similar claims among private sector unions
and is fuelling wage inflation.

Legal Committee
The Legal Committee continued to lobby for regulatory

enhancements to Hong Kong's securities market, including
comments on the proposal for quarterly reporting to give statutory

oooogod
0000O0000000000000000000000

gobooooooooooooooooooooooboo
goooooooooooooooooooooooboboo
ooooo

goooooooooooooooooobobOobOoOoOoOoOoo
goooooooooooooooooboobobOoOoooooo
gooooooooooooooooooooooo

ooood
00000O0O0000000000000000000

gobooooooooooooooooooooooboo

o00O00 O00oo0O

gt T

backing to listing rules. Members also provided professional

analysis of other issues where policy evaluation is led by another
committee. In that regard, the committee provided input to the
Chamber's response to the public consultation on Accounting and
Auditing Provision in the Companies Ordinance, and the phased

introduction of the Unsolicited Electronic Messages Ordinance.

Taxation Committee
The committee's main focus in 2007 was lobbying government

on the introduction of loss carry-back and group loss relief, an
on-going endeavour that appears to require at least another year
of effort. The committee also closely monitored developments
that followed the signing of a Comprehensive Double Taxation
Agreement between Hong Kong and China in mid-2006, and
formed the basis for other DTAs during the year. Members
throughout the year expressed the business community's views
on taxation matters through the Chamber's two seats on the

public-private Joint Liaison Committee on Taxation (JLCT).
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Business Advocacy Group

Dr Jane Goodall spoke
to members about her
work and environmental
conservation.
oooooooooo
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The Taxation Committee leads the technical discussion of matters

to be submitted to the Financial Secretary for inclusion in his annual
Budget, and this year was no exception. High on the list were
reduction of profits tax rates, broadening the tax base, introduction
of group loss relief and loss carry-back and provisions to ease the
fiscal and regulatory burden on SMEs. Members also contributed

to discussion of the Companies Ordinance Review, with particular
attention to proposed accounting and auditing provisions.

Shipping and Transport Committee
In addition to the regular review of mooring and other port

related fees, the committee organized a visit to the Da Chan Bay
Container Terminal Phase I in West Shenzhen. It is also looking
into conducting in-depth studies on the areas of competencies
that Hong Kong could improve upon to raise its competitiveness
in the shipping and logistics sectors, including land use policies
near port and container yard facilities.
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The Port Affairs Working Group, a sub-committee of the Shipping
and Transport Committee, continued to work closely with the
Hong Kong Pilots' Association on providing a cost-efficient service
to the shipping community. In this regard, the committee drew
up the 2008 schedules for the Tramp Agency Fees and Mooring

and Un-mooring Charges as it had done for many years.

Real Estate and Infrastructure Committee
The committee received briefings from government officials and

experts on a number of topical issues that included saleable area
and planning policies. It also organized a timely seminar on the

outlook for Macau's economy and its property market.

Environment Committee
The Chamber stepped up its environmental advocacy work in

2007. At the Annual General Meeting on May 3, 2007, outgoing
Chairman David Eldon announced the start of Phase Il of the
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Dr K C Chan, Secretary
for Financial Services
and the Treasury, and
Matthew Cheung Kin-
chung, Secretary for
Labour and Welfare, were
among the ministers
who spoke at the “Meet
the Minister Town Hall
Forum” in 2007.
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Project Clean Air, inaugurated with a pilot certification scheme
under the Clean Air Charter. The scheme is supplemented by
the promotion of clean air solutions and best practices. As of
December 31, 2007, a total of 616 companies had signed the
Clean Air Charter.

In addition to visiting factories on the Mainland as part of the
Clean Production Program, the Environment Committee also
presented training seminars, and was a partner organization to
the "Better Air Quality" public engagement exercise, as well as
supported the International Conference on Climate Change in
May. The Chamber continued to co-organize the Eco-Products
Award of the Business Environment Council, and the 2007 Hong
Kong Eco-Business Awards of the government Environment
Campaign Committee. It also serves as the secretariat to the
Business Coalition on the Environment.
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HKGCC Vice Chairman KK Yeung
draws a winning number at the
SME Spring Dinner.
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Industry, Technology, and SME Committees
Under the steer of the Industry & Technology Committee,

the Chamber organized a number of site visits to facilities in
Hong Kong and the Mainland under its popular "Site-Seeing"
program. The committee also provided direction to the "Hong
Kong Awards for Industries: Innovation and Creativity," which
saw a record number of SME participants, and co-organised
the "Hong Kong's Pride — Corporate Brand Competition 2007"
organized by Ming Pao.

The SME Committee oversees SME-related policies and
activities, including ongoing engagement with the Trade and
Industry Department on the SME Mentorship Programme, and
the Business Facilitation Unit on simplifying rules and regulations.
During the year under review, the committee organized training
courses, luncheons and events specifically for SMEs, the highlight
of which was the annual HKGCC SME Spring Dinner in March.
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Competition Policy

In response to government consultation, the Chamber's Expert

Group on Competition Policy formulated HKGCC's position
and continued to monitor progress as government began
preparatory work on drafting a competition law.

Constitutional Development

In mid-August, the Chamber took the lead to organize a forum
to stimulate debate on the Green Paper on Constitutional
Development. Henry Tang, Chief Secretary for Administration,
Stephen Lam, Secretary for Constitutional and Mainland Affairs,
and Frederick Ma, Secretary for Commerce and Economic
Development, discussed the paper with members in the
Chamber theatre.

Hong Kong Coalition of Service Industries
In the international trade policy arena, the Chamber's service
policy think tank, the Hong Kong Coalition of Service Industries
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Business Advocacy Group

Site visits to:

oooooo:

1. Hong Kong Science & Technology Parks
ooooo

2. Hong Kong Observatory
ooooo

3. Hong Kong Airport Passenger Terminal 2
0O00oOoOoooo

4. Watsons Water production facility
0OoOooooo

(HKCSI), took an active role in contributing to the private sector's
position on trade liberalization. In September, HKCS! led a
45-member delegation to the WTO, coordinated by the Global
Services Coalition, and met with WTO ambassadors and Director-
General Pascal Lamy to call for tangible results on liberalization
of trade in services to be delivered. Throughout the year, HKCSI
continued its advocacy for trade liberalization through ongoing

meetings with global trade policy makers.

DIT Committee
The Digital, Information and Telecommunications (DIT)

Committee worked on various policies related to IT during
the year under review. These included a paper setting out the
Chamber's response to the Consultation Paper on Review

on Administration of Internet Domain Names in Hong Kong,
our comments on the consultation document on copyright
protection in the digital environment, and the Unsolicited

Electronic Messages Bill.
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Human Resources
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Business Services Group

In 2007, the Chamber processed and issued 547,010

trade documents.
ODO00O0O0O000547,0l0000000

B’ Function of the Chamber
0000

Members make good use of the Chamber’s business certification services, training courses, room rental,
mailing and additional services to facilitate their business.
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$43.8
$42

2006 2007
Trade documentation
income
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The Certification Division provides quality and efficient certificate of origin (CO) and electronic trade
documentation services at various rates to Chamber members and non-members. It operates seven offices
throughout the Hong Kong SAR to ensure easy access to its services by all prospective clients.

Three certification branch offices were relocated to new
premises in 2007. The moves were necessary to maximize
the utilization of office space, following the centralization of
document storage, which freed up considerable storage space.
As a result, the relocations have saved a total gross area of
1,769 square feet, and our rental costs have consequently
been reduced.

As part of the relocation, and to support the Chamber's Clean
Air Charter, the Certification Division installed energy efficient
equipment in its office, which resulted in a total reduction in

energy usage of 5%.

In April, the Division started providing a Consulate Endorsement
Facilitation Service. The new service offers companies a one-stop
package, including CO approval, endorsement by consulates in
Hong Kong, as well as the return of documents to CO applicants.

Good Result

The year under review was a busy 12 months for the division.
In 2007, the Chamber processed and issued 547,010 trade
documents which included 5,850 CEPA certificates of origin,
219,935 certificates of origin, 320,664 import and export trade
declarations (TDEC) and 561 production notifications (PN).
The total income of $43.8 million showed an increase of 4.2%,
compared with the figure of $42 million in 2006.
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The Chamber's smart card payment system has been well

received as a substitute for cumbersome cash payment. By the
end of the year, 908 smart cards had been issued. More than
20% of all CO transactions were conducted through the smart
card payment system.

Certification Coordination
Certification policy and issues are mainly dealt with by the

Certification Co-ordination Committee, on which the Chamber
is represented by Dr'Y S Cheung, Senior Director, Certification
Division. The committee called one meeting during the year to
discuss revising CO fees.
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Business Services Group

Three certification branch offices were
relocated to new premises in 2007.
020070 000003000000000

ATA Carnet
The Chamber is the sole approved body in Hong Kong for
the issue of ATA carnets. These are international customs

documents which permit trade samples, exhibition goods and

. . . . 5771
professional equipment to be taken across national frontiers
without payment of duty. In 2007, the Chamber issued a total
. ) ,198
of 5,771 camnets, an increase of 11% over the figure for 2006.
2006 2007

ATA Carnet issued
by the Chamber
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The Human Resources Division is responsible for managing the Chamber's corporate human resources,
providing skills-related training services to members, and serving as secretariat for the Manpower Committee.

Manpower Committee
The highlight of the committee's work in 2007 was the

Chamber's second CEQ Manpower Conference, which took
place on May 30 under the theme: "Hong Kong's Human
Capital: Strategic Challenges — Practical Solutions." Over 100
CEOs and senior corporate executives discussed their concerns
on the future of manpower development in Hong Kong, and
suggested possible solutions. A report detailing the discussions
from the conference was distributed to senior government
officials and academic institutions to help them formulate future

manpower policies and strategies.

In addition to the Manpower Conference, the committee
exchanged views and provided input to the government on

a number of manpower issues throughout the year. It also

continued to support the Business/School Partnership Programme
to enhance students' exposure to and understanding of the

business environment.

Training

The Chamber's HR team organized around 50 training courses
during the year. These covered general administrative and customer
senvice skills, HR, strategic management, finance, languages and
other soft skills useful for business, in addition to requests for tailor-
made training programmes. Roundtable luncheons and seminars
on manpower-related issued organized during the year were also
useful to keep members abreast of changes and trends taking place
in the HR field, both in Hong Kong and the Mainland. In addition to
the current training services, the Chamber will continue to expand
the variety of topics and courses to meet the needs of members.
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Business Services Group

The Chamber participated in the MTR Hong Kong Race Walking,
and Outward Bound Corporate Challenge in 2007.
000020070 000000000000000000000

The Chamber continues to be the sole
sponsor of the Good Citizen Award.
000000000000000000

Community work
The Good Citizen Award, which has been sponsored solely

by the Chamber since 1973, held two award presentation
ceremonies during the year. Organized by the Police Public
Relations Branch, the award commended 81 exemplary
citizens, and over 3,400 citizens have received the honour
over the years. During the year under review, the Chamber
co-organized The Hong Kong Occupational Safety & Health
Award, supported the Caring Company Award, and the
Community Chest, among others.

To encourage Corporate Social Responsibility, and to raise
money for a good cause, the Chamber participated for the first
time in the MTR Hong Kong Race Walking on April 15, and the
Outward Bound Corporate Challenge on December 2.

The Job Vacancies & Manpower Corner on the Chamber's

Website continues to attract both job seekers and employers.
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Over 3,500 jobs in Hong Kong and the Mainland have been
advertised through this free member service.

Corporate Human Resources
The Chamber's headcount as of the end of 2007 stood at 123,

up slightly from 120 in 2006, and the management continues to
watch payroll costs closely.

As a caring organization, the Chamber organized various
activities to enhance the well-being of staff and to encourage a
harmonious work environment. Staff training and development
programmes were also arranged to upgrade their skills, including

language, customer service, presentation and management skills.

A number of interns from local and overseas universities
worked in different divisions of the Chamber for short periods
during the year to enhance their understanding of businesses in
Hong Kong, and to provide them with practical work experience.
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Business Connect Group
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Every year, the Chamber organizes hundreds of
networking functions, seminars, business-matching
meetings and missions to help members connect
with businesses locally and internationally.
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Business Connect Group

Programs: Hong Kong, Mainland China, International
000000000 000000

The Chamber's programs team organizes a wide range of missions, seminars, roundtable luncheons,

and talks to keep members abreast of developments taking place in Hong Kong, Mainland China
and internationally.
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Hong Kong

A key project in 2007 for the Chamber's program team was

the new 'Business Connect' series. These thematic seminars
helped members understand trade and investment relationships
between China, Hong Kong, and key trade regions around

the world — the Americas, Africa, Europe and the Middle

East, respectively. The Chamber's flagship event, the Annual
Hong Kong Business Summit, was held under a new format

in 2007. Traditionally a half-day conference, the 14th summit
was expanded into a full-day event, and also included a pre-
conference dinner with Britain's former Prime Minister Tony
Blair. The theme of the summit echoed the Chamber's 'Business
Connect' series, held during the year, and speakers at the
summit examined how Hong Kong can serve businesses in the
East and the West.

The 'Summit Leader Series,' with conveners of specific Focus

Groups for the Economic Summit on China's 11th Five-Year

HEN
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Britain's former Prime Minister Tony Blair, CEO of Standard Chartered Bank
Peter Sullivan, and China Construction Bank President Zhang Jianguo were
among the prominent leaders who spoke at Chamber events in 2007.
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Plan and the Development of Hong Kong, continued in 2007,

with Leung Chun-ying (Professional Services, Information &
Technology and Tourism) and Tung Chee-chen (Maritime,
Logistics and Infrastructure) capping the series.

A very popular program that we run for members is "Meet the
Minister Town Hall Forum," which allows members to have the
privilege of talking to HKSAR Government ministers directly behind
closed doors. During the year under review, three ministers spoke
at this series. They were, respectively, Frederick Ma, Secretary for
Commerce and Economic Development, Prof KC Chan, Secretary
for Financial Services and the Treasury, and Matthew Cheung Kin-

chung, Secretary for Labour and Welfare.

In mid August, the Chamber organized a forum for the Green
Paper on Constitutional Development, at which Henry Tang,
Chief Secretary for Administration, Stephen Lam, Secretary for
Constitutional and Mainland Affairs, and Frederick Ma, Secretary
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Leung Chun-ying (left), Chairman, Asia Pacific, DTZ Debenham
Tie Leung Ltd, and Tung Chee-chen, Chairman and CEO, OOIL,
spoke at the Summit Leader Series in 2007.
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for Commerce and Economic Development, came to the

Chamber to seek members' views.

We also invited government officials to present a working view

of their operations during our "Government At Work Series" of

roundtables. Topics covered in 2007 included:

* Update on Avian Influenza and Business Continuity Planning,
Department of Health

* Climate Change: Challenges and Opportunities, Hong Kong
Observatory

¢ Update on the Employment (Amendment) Ordinance 2007,
Labour Department

China

Delegations from Mainland China are an important source of
information and contacts for the Chamber and members. A total
of 73 delegations from different regions around the country called
on the Chamber in 2007. These including Governor Han Changfu,
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Business Connect Group
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Jilin Province People's Government, Sun Tong, Deputy Director
of Taiwan, Hong Kong and Macau Department of the MOFCOM,
and Gan Lin, Deputy Governor of Hunan Province, among others.

In addition, the Chamber co-organized or supported over 140
Mainland trade and investment fairs in Hong Kong in 2007.

During the year under review, the Chamber's China Committee
organized timely roundtable luncheons to keep members abreast
of the latest developments taking place in China. Topics covered
included the Mainland's new processing trade policies, CEPA,

labour contract law, and the new corporate income tax law.

Ten study missions were also organized to the Mainland cities
of Beijing, Guangdong, Henan, Hunan, Liaoning, Macau &
Zhuhai, Tianjin, Xiamen, Xian, and Zhejiang. The missions aimed
to enhance members' understanding of Mainland policies and
emerging opportunities, as well as build up new connections to
facilitate their businesses.
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HKSAR Chief Executive
Donald Tsang, and (then)
Financial Secretary

Henry Tang spoke to
members during the year
under review about their
policies for Hong Kong.
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The PRD continued to be a major element in the Chamber's efforts

to help members connect to the Mainland. The Chamber led a
delegation to the 4th Pan-PRD Economic & Trade Cooperation Fair in
Changsha, and contributed to discussions on business development
and cooperation within the Pan-PRD region.

Policy Changes in the Mainland

The Central Government imposed further restrictions on the
processing trade industries during the year under review. In
response, the Chamber formed a subgroup under the China
Committee to collect members' views on the potential impact,
and worked with other chambers in Hong Kong to make a
representation to the Central Government. As a result, the
government agreed to allow enterprises to settle the deposit with
letters of credit or bank guarantees in lieu of cash.
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During the year under review,
the Chamber organized ten study
missions to Mainland cities.
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Mainland China's new Labour Contract Law, and new Corporate
Income Tax Law also raised concerns from the business
community about the changing operating environment in

the Mainland. In response, the Chamber organized policy
workshops to update members on these latest developments

and reflected our concerns in meetings with Mainland officials.

CEPA & the Pearl River Delta
2007 marked the fourth year of CEPA's implementation and

saw the release of its 4th Supplement, which contained 40
liberalization measures in 27 existing service sectors and 11
new sectors, with 60% of the new measures answering to the
various CEPA wish lists submitted by the Chamber. A working
mission to Guangdong in July helped members to explore new
opportunities created by the new CEPA revisions, especially in
the service sector.
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The Mainland imposed
further restrictions on
the processing trade
industries during the year
under review.
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A new format for our
cocktail receptions with
Consuls General has been
well received by members.
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Greater Pearl River Delta Business Council
On the Greater Pearl River Delta Business Council (GPRDBC),

the Chamber contributed to deliberations on issues affecting
Hong Kong-Mainland trade. Substantial contributions were made to
the Joint Investment and Trade Promotion Subgroup of the Council,
which former Chairman of the HKGCC Anthony Nightingale chairs,
on issues ranging from immigration to promotion of Hong Kong to
private enterprises of Guangdong. Moreover, the Chamber took an
active role in the Council's Sustainable Development Subgroup,

especially on cross-border air quality.

In January, HKSAR Chief Executive Donald Tsang announced the
Action Agenda developed from the Economic Summit on China's
11th Five-Year Plan and the Development of the Hong Kong
Economy. This was followed up by the Hong Kong Coalition

of Service Industries, which led a delegation to the National
Development and Reform Commission (NDRC) in November,
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Business Connect Group

to review the Five-Year Plan and its implications for Mainland/

Hong Kong cooperation. The Chamber also organized a series
of luncheons with conveners of pillar industries focus groups to
help members better understand the opportunities arising from
the plan.

International
During the year under review, the Chamber's geographical

committee organized mini seminars under the "Business
Connect with China in a Rapidly Globalizing Economy Series."
These looked at developments and opportunities in the

Americas, Europe, Asia, Africa and the Middle East, respectively.

Regional cocktail evenings with Consuls General in Hong Kong,
as well as one-on-one meetings with trade commissioners
provided members with useful contacts and information about
trade and investment in various regions around the world.
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Vietnam's Minister of Trade
Truong Dinh Tuyen visited the
Chamber ahead of our study
mission to the country in May.
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The Chamber signed a
Memorandum of Understanding
in 2007 with the Croatian
Chamber of Economy.
0Ooo2007000000000
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A number of business matching meetings with incoming

delegations were also organized to allow members to meet
potential buyers and suppliers from the USA, Japan, Vietnam, Iran,
Hungary and Poland.

To help members explore business opportunities emerging in
Vietnam, the Chamber led a delegation to Hanoi, Hochiminh City
and Danang in May.

During the year under review, the Chamber received visitors
from around the world, including the Prime Minister of Pakistan,
Shaukat Aziz, the Lord Mayor of London Alderman John Stuttard,
and California Lieutenant Governor John Garamendi among
many others.
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Memorandum of Understanding
To further strengthen the HKGCC's international ties, the

Chamber signed two international Memorandums of
Understanding in 2007 with, respectively, the Croatian Chamber
of Economy, and the Busan Chamber of Commerce & Industry.
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Corporate Development
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Membership forms the heart of the Hong Kong General Chamber of Commerce, so it is important that
members are kept up to date on the work that the Chamber does on their behalf, and of the services
that we put at their disposal.
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The Chamber expanded its
Membership Benefits Program
in 2007, and organized cocktails
as well as golf outings for
members.
0000000000000
0O0000O00OoOoooO
ooooo

Membership

Considerable effort was devoted to expanding membership

recruitment and retention during the year under review.
Regarding the recruitment of new members, the Chamber's
Member-Cet-Member Contest continues to be a useful tool in
encouraging existing members to introduce their contacts to
the advantages of being a member of the Hong Kong General
Chamber of Commerce. Despite rising costs, and the buoyant
economy, the Chamber decided against raising membership
dues, which have been frozen at $4,000 for the past decade.

The Membership Benefits Program continues to be well received
by members, both those looking to take advantage

of the discounts, as well as the merchant partners who are

using the program to promote their products and services.
Offers range from discounts for travel, food and beverages,

to retail, professional services, health & beauty, and office
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needs. The positive feedback from members has resulted in
participating merchant partners increasing from 60 in 2006 to
almost 80 in 2007.

To build a sense of camaraderie among members, the
Membership team revamped Chamber Happy Hour in 2007,
which took place at different locations in Lan Kwai Fung, and

each event was hosted by two General Committee members.

Media relations
To help promote the Chamber and our work among the wider

community, the Chamber maintained close connections

with senior editors and reporters from popular print and
broadcast media. The Chairman, CEO, Chief Economist and
Senior Director for Business Policy all contributed to various
articles presenting our views based on input from members.
In addition, the Chamber issued 15 press releases in 2007 to
make our views known.
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The Bulletin continues to
introduce new columns
for members' interest.
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The Bulletin

The Bulletin continued to provide an important role in

disseminating Chamber information and positions to members
and the public. It also provided a useful platform for members
to market themselves by publishing articles in their area of
expertise, or introduce their business through the member
profile section in the magazine. Members contributed their
time and expertise to write articles, and special thanks must
g0 to the magazine's restaurant critic Gerry Ma, who sacrifices
considerable time every month to write the restaurant feature.
Advertising income from the magazine remained very healthy
for the year under review due to the hard work of the advertising
representative and the buoyant economy.
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Website

The Chamber's Website continues to grow in strength, both in

terms of its popularity and depth of information and services
offered in the site. The number of page views for the site in
2007 increased by 10% over 2006's total to reach just over
2.2 million per month. In addition to providing timely and
useful business information, the site also serves as a useful

marketing and research tool for members.

The Chamber updated the capacity of its servers during the
year under review to improve reliability and to accommodate
the increasing use of multimedia made available to members.
In addition to allowing members to download audio podcasts
from all of our roundtable luncheons and seminars, we began
a trial run of video shooting events, which members can
watch online. This service has been well received and will be
gradually expanded in 2008.
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Members who are
unable to attend one
of our functions can
download a podcast
of the event, and
increasingly watch a
video of the talk on
our Website
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Chamber Services Limited

Chamber Services Limited
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Two thousand and seven was a very productive year for Chamber Services Limited. Four pillar

services provide a complete package for its clients, who are HKGCC members, government agencies,
universities, and Mainland/international organizations.
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Chamber Services Limited was
appointed as training consultant
in Hong Kong for a number of
state-owned enterprises.
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Major Conferences & Award Ceremonies
Chamber Services Limited was the event manager for the

"Hong Kong Award for Industries Award Presentation Ceremony,"
hosted by the Trade & Industry Department, as well as the
"Hong Kong Eco-Business Award," hosted by the Environmental
Campaign Committee. The Customs & Excise Department also
appointed Chamber Services Limited to organize the "Pan-PRD
Customs Trade Facilitation Forum," which was attended by over
1,000 guests, including the Chief Executive Donald Tsang, and
Minister of General Administration of Customs Mou Xinsheng.
Other major events included the "Kellogg-HKUST EMBA 10th
Anniversary Management Conference," and "The East Meets
West Medical Symposium," organized by the Chinese University
of Hong Kong.
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Delegation Training & Investment Workshops
Through HKGCC's network, Chamber Services Limited organized
group training programs for Mainland organizations, as well

as hosted seminars to attract investments to their respective
cities or provinces. Clients included government agencies, trade
associations and industrial zones from Anhui, Hebei, Jiangsu,
Zhejiang and Guangdong. In addition, Chamber Services Limited
was also appointed as training consultant in Hong Kong for

a number of state-owned enterprises as well as asset

management corporations.
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Member's Sponsored Events
This service aims to offer targeted promotional activities for

HKGCC members. In addition to event management, this service
also allows members to deliver their message to their targeted
audience. During the year under review, members like IBM, New
World Telecom, UPS, ING Financial Planning, CPC Net and IGEL
Technologies utilized this new service.

Tailor-made Business Matching Service
As an extension to HKGCC's trade enquiry service, Chamber

Services Limited specializes in connecting overseas traders and
investors with Hong Kong businessmen through its tailor-made
business matching service. During the year under review, a
number of overseas delegations appointed Chamber Services
Limited as their local secretariat to set up appointments with
prospective business partners in Hong Kong for their delegates

visiting Hong Kong.

Chamber Services Limited

P oTaNM A R
[

oooodno
000000000000000000000000

o0oo0oO0ooUooooOoOoOoOooOooooooo
goodoooobobobobooooooimiMOOOOO
0 O UPSO ING Financial Planningd CPC NetO IGEL
TechnologiesD OO OO OOOODOODODO

goooooooon
gooobooooooooooocooooooboobooo

gbooboooooboobooboooobooboobooobo
gooooobooooooooocoOooOooOooOoOoboOoo
gbooboooooobobooboooobooboobooono
ooooooo

The company organized a number
of high-profile international
conferences in Hong Kong in 2007.
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Sustaining our Future
The Chamber has been a champion of sustainable
development and we forged the Business Charter on

Sustainable Development in 1992. In 2003 we began the

practice of publishing a biennial Sustainability Report as
part of the Annual Report. This is the third Sustainability
Report by the Chamber, covering the years 2006 and 2007.
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Economy: Our business is the people business
Promoting the economy is the Chamber's core business - this

Annual Report gives a detailed account of how the Chamber
champions a sustainable Hong Kong through promoting
economic prosperity. Of particular relevance, in terms of
sustaining our future, is the Chamber's work in "the people

business:" enhancing the workforce of today and tomorrow.

Besides acting as the "voice of business" in education and
manpower policies (described elsewhere in this Annual
Report), in a practical way, the Chamber reached out to

the workforce of tomorrow through the Business/School
Partnership Program. Initiated by the Chamber Manpower
Committee, in collaboration with the Association of English
Medium Secondary Schools, the program comprises a range
of activities such as executive talks, company tours, mock
interviews, student internships and school visits, to enhance
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The Chamber reached out to the workforce
of tomorrow through the Business/School
Partnership Program.
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The Chamber remained the
sole sponsor of the "Good
Citizen Award" organized by
the Police Force.
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students' exposure to the business environment and enable
them to experience practical use of English in the workplace.
In 2006 and 2007, the program was supported by 26 member

companies with 30 secondary schools participating.

The Chamber continued to be a partner organization of the
"Youth Business Hong Kong" scheme, established by the
Hong Kong Federation of Youth Groups, by providing mentors
to assist aspiring young business people. The Chamber also,
for three consecutive years, supported the Federation's Heart
to Heart School Volunteer Corps Project, which promoted the

spirit of volunteering among students.

On the more general issue of the population of the future,
the Chamber took an active part in the public engagement
exercise on population policy launched by the Council

for Sustainable Development in 2006. As a collaborator
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Dr Edgar Cheng, Chairman,
Council for Sustainable
Development, provided a brief
introduction on the public
engagement exercise “Clean Air
— Clear Choices!
0oOoo0O0ooOoooooo
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organization with the Council, the Chamber contributed to
the public engagement exercise, especially on issues such as
work-life balance and ethnic diversity.

Society: We care
The Chamber has long supported the Caring Company

Scheme, organized by the Hong Kong Council for Social
Service. Through the Scheme, "Caring Company" or "Caring
Organization" logos are awarded to qualified companies or
organizations in recognition of good corporate citizenship.
The Chamber itself was awarded the Caring Organization logo
in 2005/06 and 2006/07.

In support of the government's policy to develop social
enterprises, the Chamber worked with the Home Affairs
Bureau to promote cooperation between business and the

social sectors on social enterprises. The Chamber Chairman
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Chamber staff participated
in various good causes,
such as the Outward Bound
Corporate Challenge.
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Dr Lily Chiang was a keynote speaker at the Social Enterprise
Summit on December 20, 2007. Throughout 2006 and 2007,
we continued to be a partner organization of the Social Welfare
Department's "Partnership Fund for the Disadvantaged,” to
assist capacity-building for the disadvantaged sectors.

The Chamber also co-organized the "Hong Kong
Occupational Safety & Health Award," and encouraged
Chamber staff to participate in various good causes such
as the MTR Hong Kong Race Walking, the Outward Bound
Corporate Challenge and the Community Chest.

Besides corporate citizenship, at the community level, the
Chamber remained the sole sponsor of the "Good Citizen
Award" organized by the Police Force. In 2006-07, the
commendation went to 162 exemplary citizens who received
a total of $324,000 from the award. To further promote the
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scheme, the Chamber organized a fund-raising dinner on

the occasion of its 145th Anniversary in 2006, which saw the
award funding topped up by an additional $1.08 million. Since
1973, more than 3,000 citizens have received the honour.

As the voice of business, the Chamber provides regular input on
various matters of public interest through the participation of its
members and senior executives in more than 60 public sector
advisory bodies - a significant contribution to public affairs.

Environment: The green Chamber in action
Project Clean Air, initiated by the Chamber with the Business

Coalition on the Environment, marked an important milestone
at the Business for Clean Air Conference in November 20086,
at which the Chief Executive Donald Tsang signed the Clean
Air Charter on behalf of the HKSAR Government. The Project
entered another phase in 2007.
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Within the Chamber secretariat, on April 30, 2007, CEO
Alex Fong led the formation of an internal Environmental
Group to oversee the Chamber's own efforts on energy
conservation. The group evaluated the results of an earlier
pilot scheme under which staff were encouraged to adopt
14 guidelines to save energy. In 2006, the pilot scheme
helped reduce electricity consumption by 10.3%. The
saving on electricity bills, amounting to some $10,000, was
donated to local green group Worldwide Fund for Nature.

Despite being a paper-intensive office, we continued to
stress the need to reduce paper usage through reuse and
recycling. In 2006 and 2007, we collected a total of 22,098

kg of paper, equivalent to saving a forest of 368 trees.
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GROSS DOMESTIC PRODUCT

2000 2001 2002 2003 2004 2005 2006 2007

Nominal GDP (HKs Bilion) 1,315 1,299 1,277 1,220 1,280 1,381 1,480 1,628
— Private Consumption 774 783 748 706 756 804 869 981
— Government Consumption 120 129 131 130 127 121 123 130
— Capital Investment 347 333 286 262 275 289 322 327
- Inventories 14 4) 6 9 7 (5) @) 17
- Goods and Semvices Exports 1,888 1,802 1,910 2,112 2,457 2,747 3,032 3,344
— Goods Exports 1,573 1,481 1,562 1,749 2,027 2,252 2,467 2,699
— Services Exports 315 321 348 362 430 495 565 645
— Goods and Services Imports 1,829 1,743 1,804 1,997 2,342 2575 2,864 3,173
— Goods Imports 1,637 1,549 1,602 1,794 2,100 2,311 2,576 2,853
— Senvices Imports 192 194 202 203 243 264 288 320
— Domestic Demand 1,256 1,240 1,171 1,106 1,166 1,210 1312 1,456

Inflation and Wages

— Composite CPI (38) (1.6) (3.1) 25) 04) 09 2.1 20
-CPIA (2.9) (17) (32) 2.1) 00 1.0 18 13
-CPIB (3.9) (1.7) (3.1) 2.7) (0.4) 10 20 22
—CPIC (4.3) (1.6) (2.8) (2.9) (0.7) 0.7 23 26
— GDP Deflator (3.8) (1.7) (3.5) (72) (3.3) 07 04 29
Real GDP (2000 HK$ Billion) 1,129 1,135 1,156 1,190 1,291 1383 1476 1577
— Private Consumption 733 747 740 730 781 805 852 927
— Government Consumption 113 119 122 125 125 121 122 124
— Capital Investment 275 282 269 271 278 289 308 328
— Inventories 14 (5) 6 9 8 (5) 0) 16
— Goods and Semvices Exports 1,780 1,750 1,908 2,152 2,484 2,748 3,001 3,244

— Goods Exports 1,484 1,435 1,558 1,776 2,040 2,252 2,461 2,638

— Senvices Exports 296 315 350 376 444 496 540 606
— Goods and Services Imports 1,779 1,753 1,882 2,095 2,385 2,575 2,806 3,059

~ Goods Imports 1572 1,542 1664 1,881 2,140 2311 2,524 2751

— Senvices Imports 206 210 219 214 245 264 282 309
— Domestic Demand 1,135 1,143 1,138 1,136 1,193 1,211 1,281 1,395
Real GDP (% Change) 104 05 1.8 3.0 85 7.1 6.8 6.8
— Private Consumption 54 1.8 (0.9) (1.3) 7.0 30 59 8.8
— Government Consumption 20 6.1 24 1.8 0.7 (3.2) 03 2.1
— Capital Investment 9.8 2.6 47) 09 25 4. 6.3 6.7
— Inventories (% of GDP) 13 (0.4) 05 08 06 (0.3) (0.0) 10
— Goods and Services Exports 16.4 (1.7) 9.0 12.8 15.4 10.6 9.2 8.1

— Goods Exports 17.1 (3.3) 8.6 14.0 149 104 9.3 72

— Senvices Exports 12.9 6.4 1.1 76 179 1.7 8.9 123
— Goods and Services Imports 16.6 (1.5) 74 113 13.8 8.0 8.9 9.0

— Goods Imports 18.2 (1.9) 79 13.1 13.7 8.0 9.2 9.0

— Services Imports 42 2.1 39 22) 14.6 78 6.6 9.5
— Domestic Demand 133 0.8 (0.5) ©2) 5.0 1.5 5.8 89
Retail Sales (% Change) 186.7 184.4 176.9 172.9 191.6 204.6 219.6 2477
Percent Change 3.8 (12) (4.1) (2.3) 10.8 6.8 73 12.8
Volume Index (2004/05 = 100) 100.8 102.0 99.3 875 95.5 101.3 107.2 118.0
Percent Change 83 12 (2.6) (11.9) 92 6.1 5.8 10.1
Restaurant receipts (HK$ billion) 579 56.4 534 48.2 53.0 56.2 61.6 69.9
Percent Change 2.1 25) (5.4) 9.7) 10.1 6.0 9.5 13.5
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2000 2001 2002 2003 2004 2005 2006 2007

PEOPLE 6,730.3 67642 67977 68378
Population (millions, year end) 6.712 6.730 6.726 6.764 6.798 6.838 6.910 6.963
— Male (%) 490 48.8 48.6 483 48.1 478 476 474
— Female (%) 51.0 51.2 51.4 51.7 519 522 524 52.6
- 0-14 years old (%) 16.9 16.4 16.1 15.7 15.1 14.5 14.0 13.1
— 15-24 years old (%) 13.9 13.6 13.1 12.9 13.1 13.1 13.1 13.0
— 25-39 years old (%) 27.1 26.7 26.2 254 24.6 24.0 24.0 23.7
— 40-64 years old (%) 31.1 32.1 33.2 343 353 36.4 377 376
— Over 65 years old (%) 10.9 11.2 11.4 11.7 11.9 12.0 11.2 12.7
Labour Force (million) 3.366 3.425 3.475 3.503 3.523 3.538 3.581 3.641
- Employed (million) 3.225 3.245 3.222 3.201 3.289 3.348 3.403 3.489
— Wholesale, Retail, Trade, 1.032 1.019 0.995 0.965 0.993 1.024 1.039 1.057
Restaurants & Hotels
— Finance & Business Services 0.429 0.436 0.430 0422 0437 0.464 0.481 0.509
— Community Services 0.349 0.374 0.396 0.407 0.420 0.447 0.455 0.465
— Manufacturing 0.232 0212 0.193 0.173 0.168 0.167 0.160 0.156
— Civil Service 0.184 0.178 0.171 0.167 0.161 0.156 0.154 0.154
— Transportation & Communications 0.179 0.183 0.180 0.172 0.179 0.184 1.856 1.898
— Unemployed (miliion) 0.161 0.189 0.257 0.274 0.232 0.193 0.172 0.149
Unemployment Rate (%) 4.9 49 6.9 78 6.9 56 4.8 4.0
Under-employment Rate (%) 28 24 30 35 33 2.7 24 22
Tourism Arrivals (milion) 13.1 13.7 16.6 155 21.8 234 253 282
— From Mainland China (%) 29.0 324 412 545 56.1 53.7 53.8 55.0
— From Taiwan (%) 18.3 17.6 14.7 11.9 9.5 9.1 8.6 79
— From Japan (%) 10.6 9.7 8.4 5.6 52 52 52 4.7
— From the USA (%) 74 6.8 6.0 46 4.8 49 46 47

2000 2001 2002 2003 2004 2005 2006 2007
Stock Exchange Indices (year-end)

Hang Seng Index (uly 1964=100) 15,096 11,397 9,321 12,576 14,230 14,876 19,965 27813
— Finance 24042 19498 18231 26264 28238 26614 32429 39526
— Utilities 21,705 20499 21971 24,879 30,773 31,866 35794 41,065
— Properties 18,362 15,555 11,104 14,779 18,178 17978 23,144 38,080
— Commerce & Industry 8,152 5,509 4,044 5,272 6,077 7,139 10,620 16,568
Average Daily Turnover (HK$ million) 12,338 8,025 6,474 10,265 15,857 18,211 33,735 87424
Market Capitalisation (US$ billion) 615 498 456 703 851 1,043 1,705 2,633
Number of listed companies 736 756 812 852 892 934 975 1,048
Money and Banking

No. of licensed banks (operating) 154 147 133 134 133 133 138.0 142.0
No. of restricted license banks 48 49 46 42 40 33 31.0 29.0
No. of DTCs (operating) 61 54 45 39 35 33 33.0 29.0
Money Supply M1 (HKS bilion) 244 258 296 413 484 435 4917 6167
Money Supply M2 (HKS bilion) 3605 3550 3518 3813 4167 4379 50633  6,106.7
Money Supply M3 (HK$ billion) 3,648 3,594 3,562 3,857 4,190 4,407 5098.7  6,140.1
Total bank deposits (HKS billion) 3,528 3,407 3,318 3,567 3,866 4,068 47574  5,869.2
Total loans and advances (HK$ billion) 2,461 2,185 2,076 2,035 2,156 2,312 24679 29619
— Loans for use in Hong Kong (percent share) 75.6 81.9 83.9 84.0 83.1 83.5 80.0 76.9
— All other loans (percent share) 244 18.1 16.1 16.1 16.9 16.5 20.0 23.1
Hong Kong Dollar Prime Rate (average) 92 70 5.1 5.0 5.0 6.1 79 76
Exchange Rate

HK$:US$1 (average) 779 780 780 779 779 778 1777 7.80
HK$:€1 (average) 8.46 8.71 8.25 6.89 6.26 6.24 6.19 10.69
HK$:¥100 (average) 723 6.43 6.24 6.68 721 7.08 14.98 15.08
HK$:Rmb1 (average) 0.94 094 0.94 0.95 0.94 0.95 1.03 1.03
Trade Weighted Index (Jan 2000 = 100) 1017 1047  104.1 100.8 983 974 96.2 920
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FINANCE (Continued)

Public Finances (HK$ billion, FY April -March)

Operating Revenue Operating Expenditure

1998-99 176.8 1774

1999-00 1752 175.9

2000-01 190.8 186.7

2001-02 151.7 198.7

2002-03 169.4 200.3

2003-04 197.7 203.2

2004-05 199.5 196.9

2005-06 2126 1925

2006-07 2570 194.0

2007-08 270.1 206.4

2008-09 (budget) 2494 255.7
Merchandise Trade (HKS bilion) 2000 2001 2002
Total Imports (cif) 1,660.1 1,571.3 1,622.3
Total Exports (fob) 15746 14825 1,562.3
— Domestic Exports 181.2 153.6 131.2
— Re-exports 1,328.9 1,431.1 1,622.5
Total Trade 32346 30538  3,184.6
Trade Balance (85.5) (88.7) (60.0)
— As a percent of imports (52) (5.6) (3.7)
Services Trade

Exports of Services 315.0 3208 3478
Imports of Services 1924 1942 2025
Two-way Services Trade 5074 515.0 550.3
Semvices Balance 1226 126.6 1453

Domestic Merchandise Exports: Major Markets (HK$ billion)

Mainland of China 54.2
United States 54.6
United Kingdom 10.7
Taiwan 6.1
Singapore 47
Germany 9.3
Netherlands 39

Merchandise Re-exports: Major Markets (HKS billion)

Mainland of China 489.2
United States 311.7
Japan 82.1
Germany 50.6
United Kingdom 52.4
Taiwan 337

Merchandise Imports: Major Suppliers (Hk$ bilion)

Mainland of China 54.2
United States 54.6
United Kingdom 10.7
Taiwan 6.1
Singapore 47
Germany 9.3
Netherlands 39

49.6
476
8.6
53
2.7
5.8
46

4971
2825
83.7
45.8
46.8
30.1

49.6
476
8.6
53
2.7
5.8
4.6

415
419
76
44
22
4.3
35

572.6
291.3
80.8
446
46.7
30.2

415
419
76
44
22
4.3
35

Operating Balance
(06)
07)

4.2
(470)
(30.9)
(35)
2.6
20.2
63.0
63.7
(63)

2003 2004
18108 21143
1,744.3 2,020.6

121.8 126.1
1,894.5 2,115.1
3,555.0 4,134.9

(66.5) (93.7)

3.7) (44)

3624 429.6

2034 2425

565.8 672.1

159.0 187.1

36.8 38.0
39.2 38.6
78 8.2
3.7 4.7
2.3 3.2
4.8 5.0
25 26
706.5 851.4
285.5 303.1
91.3 104.8
51.4 58.0
49.7 577
38.7 44.5
36.8 38.0
39.2 38.6
78 8.2
3.7 4.7
2.3 3.2
4.8 5.0
25 2.6

Fiscal Reserves (FY-end)

2005
2,3325
2,2512
136.1
2,3265
455837
(81.4)
35)

4954
2642
759.6
2312

44.7
378
73
52
4.1
44
54

968.4
323.0
114.3
68.4
62.0
453

44.7
378
73
52
4.1
44
54

4343
4443
430.3
380.6
3155
2753
28173
300.8
310.7
369.3
484.9

2006
2,600.0
24612

134.7
2,579.9
5,061.2
(138.8)

(53)

565.1
2879
853.0
2712

403
33.2
79
4.5
4.1
49
8.0

1,116.1
3382
1154

708
65.8
476

40.3
332
79
45
4.1
49
8.0

2007
2,872.4
2,689.2

109.2
2,689.2
55615
(1832)

(64)

645.3
320.1
965.4
3252

40.6
239
59
4.0
3.1
30
29

12682
3446
1168

78.2
69.1
490

40.6
239
59
4.0
3.1
30
29
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Imports by End-use (HK billion) 2001 2002 2003 2004 2005 2006 2007 2008
Foodstuffs 60.4 59.1 58.3 60.1 61.3 65.5 772 96.9
Consumer Goods 538.0 5432 575.8 631.8 6779 697.3 762.2 810.7
Fuels 30.4 31.3 354 48.6 60.5 74.0 88.1 111.7
Raw Materials & Manufactures 511.4 558.1 654.4 805.2 869.2 993.1 1,098.7 11,0929
Capital Goods 428.1 4277 481.8 565.4 660.6 769.9 841.8 913.1
Re-exports by End Use (HKS billon)

Foodstuffs 174 16.2 14.7 124 11.9 14.1 19.1 26.7
Consumer goods 570.2 580.4 6173 679.1 734.5 752.9 815.2 865.4
Raw materials and semi-manufactures 396.0 4483 533.2 662.3 7219 835.9 915.1 925.0
Fuels 1.9 1.7 2.0 2.7 3.7 42 44 5.7
Capital goods 342.0 383.0 4535 536.7 642.2 719.4 824.7 910.5
Services Exports (HKS billion)

Total 320.8 3478 362.4 429.6 513.3 565.1 644.5 680.4
Transportation 101.8 109.7 107.7 135.2 158.0 174.2 199.6 184.3
Travel 64.6 78.0 55.6 70.1 80.1 90.4 107.3 107.2
Trade-related 99.3 109.1 130.2 146.5 162.2 178.3 199.0 201.1
Other 55.1 51.0 69.0 778 113.1 122.2 138.7 187.8

Services Imports (HKS billion)

Total 1942 2025 2034 2425 266.4 2879 322.7 3329
Transportation 493 50.0 52.3 67.7 81.4 90.2 108.6 99.4
Travel 96.1 94.9 89.1 103.3 103.5 109.1 117.3 117.7
Trade-related 10.5 104 16.0 16.5 18.6 210 243 235
Other 38.3 473 46.0 55.0 62.9 67.6 725 92.3

OTHER INDICATORS

2001 2002 2003 2004 2005 2006 2007 2008

Electricity Consumption (Terajoules) 139830 144942 149262 152,313 160,363 161,504 161,598 160,134
— Industrial 16759 16,112 14851 15430 14636 14015 13,104 12,182
— Commercial 84,214 87241 88,834 91,255 93,341 95,370 97,155 97,672
— Domestic 32,799 33394 34365 34,134 35811 35428 36422 37100
— Other (indl. Export) 6,058 8195 11212 11,494 16575 16691 14917 13,180
Telecommunications ('000 accounts)

— Residential 2,161 2,134 2119 2118 2116 2,135 2282 2297
— Business 1765 1,708 1,701 1,662 1677 1,701 1,807 1832
— Fax 411 546 491 456 410 375 352 327
— Broadband Internet 623 989 1,231 1,484 1,700 1,737 1,880 1,948
— Mobile phone 5447 5776 6,396 7,349 8,214 9,409 10,589 11,374
Motor Vehicle Registrations (No.)

Total licensed 525376 525551 524249 532,872 540,641 552980 565071 575,106
— new registrations 57897 45,651 35229 41,105 34,028 32,910 38,313 40,473
Private cars 340,568 340,855 382,880 385,028 388311 393,756 406,995 421,062
- new registrations 34,943 30417 21,345 25598 24372 24,497 29816 30,853
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Independent auditors' report to the members of
The Hong Kong General Chamber of Commerce
(Incorporated in Hong Kong and limited by guarantee)

We have audited the consolidated financial statements of The Hong Kong General
Chamber of Commerce (the “Chamber”) set out on pages 70 to 88, which comprise
the consolidated and Chamber balance sheets as at 31 December 2007, and the
consolidated income and expenditure statement, the consolidated statement of
changes in equity and the consolidated cash flow statement for the year then ended,
and a summary of significant accounting policies and other explanatory notes.

General Committee's responsibility for the financial statements

The General Committee of the Chamber is responsible for the preparation and the
true and fair presentation of these financial statements in accordance with Hong Kong
Financial Reporting Standards issued by the Hong Kong Institute of Certified Public
Accountants 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.

Auditor's responsibility

QOur responsibility is to express an opinion on these financial statements based on our
audit. This report is made 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 contents of this
report.

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

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
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 General Committee, as well as
evaluating the overall presentation of the financial statements.

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

Opinion

In our opinion, the consolidated financial statements give a true and fair view of the
state of affairs of the Chamber and of the group as at 31 December 2007 and of
the group's 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.

e
Signed KPMG

Certified Public Accountants, Hong Kong
27 March, 2008
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Consolidated income and expenditure statement
for the year ended 31 December 2007 (Expressed in Hong Kong dollars)

Note
0o
Income
Members' subscriptions
Fees 13
Interest and dividends 14
Publications and promotion 15
Commission income
Rental income
Net realised gains on debt and equity securities
Expenditure
Staff 16
Office 17
Services 18
Depreciation of fixed assets 4(a)
Subscriptions and donations 19

Exchange loss

Reversal of impairment loss on investment properties  4(c)
Impairment loss on available-for-sale equity securities 6
Surplus before taxation
Income tax 20
Surplus for the year 21,22

The notes on pages 74 to 88 form part of these financial statements.

2007
$'000

12,263
43,608
6,608
4,791
278
2,294
6,256
16,038

(42,253)
(5412)
(2,003)
(5,132)

(269)
)
(55,070)

-37000

43,028

(1,339)

41,689

2006
$'000

12,325
42,101
5,066
3,206
277
1,872
14,310

(40,660)
(5,280)
(1,900)
(3.873)

(292)
(10)
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as at 31 December 2007 (Expressed in Hong Kong dollars)

Non-current assets
Fixed assets

— Investment properties
— Other fixed assets

Non-current financial assets
Staff housing loan
Deferred tax assets
Current assets
Financial assets
Accounts with investment manager

Debtors and prepayments
Cash and cash equivalents

Current liabilities
Creditors and accruals
Subscriptions received in advance
Current taxation

Deferred tax liabilities
NET ASSETS

General fund

Fair value reserve

TOTAL EQUITY

Approved and authorised for issue by the General Committee on 27 March, 2008.

Andrew Brandler
KK Yeung
Alex Fong

Tricor Services Limited

Note
0o

4(a)

10
12

11(a)

11(b)

22(a)

22(a)

Acting Chairman

Vice Chairman

Treasurers

The notes on pages 74 to 88 form part of these financial statements.

Hong Kong General Chamber of Commerce

2007 2006
$'000 $'000
51,732 16,150
69,801 72,090
121,533 88,240
194,163 187,859
2,000 2,000

- 877

7799 -
12,319 7583
2,739 2,069
89,565 62,028
112,422 71,680
430,118 350,656
60,854 28,121
11,073 12,051
60 69
71987 40241
155 — =
357976 310,415
294,406 252,717
63,570 57,698
357976 310,415
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as at 31 December 2007 (Expressed in Hong Kong dollars)

Non-current assets
Fixed assets

— Investment properties
— Other fixed assets

Interest in a subsidiary
Non-current financial assets
Staff housing loan
Deferred tax assets
Current assets
Financial assets
Accounts with investment manager

Debtors and prepayments
Cash and cash equivalents

Current liabilities
Creditors and accruals
Subscriptions received in advance
Current taxation

Deferred tax liabilities

NET ASSETS

General fund

Fair value reserve

TOTAL EQUITY

Approved and authorised for issue by the General Committee on 27 March, 2008.

Andrew Brandler
KK Yeung
Alex Fong

Tricor Services Limited

Note
oo

4(b)

10
12

11(a)

11(b)

2(b)

22(b)

Acting Chairman

Vice Chairman

Treasurers

The notes on pages 74 to 88 form part of these financial statements.

2007 2006
$'000 $'000
51,732 16,150
69,794 72,077
121,526 88,227
2,012 3,394
194,163 187,859
2,000 2,000

- 877

7799 -
12,319 7583
2,288 1,941
87589 58,283
109,995 67,807
429696 350,164
60,794 27581
11,073 12,051
60 69
71,927 39,701
155 -
357614 310,463
294,044 252,765
63,570 57,698
357614 310,463
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for the year ended 31 December 2007 (Expressed in Hong Kong dollars)

Note
oo
Total equity at 1 January

Net surplus recognised directly in equity:
Transfer to income and expenditure statement 22(a)
on realisation of gains on debt and equity securities
Changes in fair value of available-for-sale securities  22(a)

Net surplus/(deficit) for the year recognised directly in equity
Net surplus for the year

Total recognised surplus for the year

Total equity at 31 December

The notes on pages 74 to 88 form part of these financial statements.

2007
$'000
310415

(4,370)

for the year ended 31 December 2007 (Expressed in Hong Kong dollars)

Note
0o
Operating activities

Surplus before taxation

Adjustments for:

— Depreciation

— Net realised gains on debt and equity securities

— Interest and dividend income

— Reversal of impairment loss on investment properties

— Impairment loss on available-for-sale equity securities

— Amortisation of financial assets

Operating surplus before changes in working capital

(Increase)/decrease in debtors and prepayments
Increase/(decrease) in creditors and accruals
(Decrease)/increase in subscriptions received in advance

Cash generated from operations
Hong Kong profits tax paid
Net cash generated from operating activities

Investing activities
Payment for purchase of fixed assets
Payment for purchase of securities
Proceeds from sale of securities
Increase in accounts with investment manager
Interest and dividends received
Net cash used in investing activities
Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 December 12

The notes on pages 74 to 88 form part of these financial statements.

2007
$1000

43,028

5,132
(6,256)
(6,608)

(37,000)
15,000
3)

13,293

(670)
32,733
978)

44,378
316
44,062
(1,425)
(35,638)
18,666

(4736)
6,608

(16525)

27537

2006
$'000

(3.674)
(98,925)
87740
(3,684)
5,066

(6,869)

68,897

62,028
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(Expressed in Hong Kong dollars)

1

@)

(b)

©

Principal place of business

The Hong Kong General Chamber of Commerce is a company limited by guarantee and
incorporated and domiciled in Hong Kong and has its registered office and principal place
of business at 22/F United Centre, 95 Queensway, Central, Hong Kong.

Significant accounting policies

Statement of compliance

These financial statements have been prepared in accordance with all applicable Hong
Kong Financial Reporting Standards (“HKFRSs"), which collective term includes all
applicable individual Hong Kong Financial Reporting Standards, Hong Kong Accounting
Standards ("HKASs") and Interpretations issued by the Hong Kong Institute of Certified
Public Accountants ("HKICPA"), accounting principles generally accepted in Hong Kong
and the requirements of the Hong Kong Companies Ordinance. A summary of the
significant accounting policies adopted by the group is set out below.

The HKICPA has issued certain new and revised HKFRSs that are first effective or available
for early adoption for the current accounting period of the group and the Chamber.
Note 3 provides information on any changes in accounting policies resulting from initial
application of these developments to the extent that they are relevant to the group for the
current and prior accounting periods reflected in these financial statements.

Basis of preparation of the financial statements

The measurement basis used in the preparation of the financial statements is the
historical cost basis except that financial instruments classified as available-for-sale
securities are stated at fair value as explained in note 2(d).

The preparation of financial statements in conformity with HKFRSs requires management
to make judgements, estimates and assumptions that affect the application of policies
and reported amounts of assets, liabilities, income and expenses. The estimates and
associated assumptions are based on historical experience and various other factors that
are believed to be reasonable under the circumstances, the results of which form the
basis of making the judgements about carrying values of assets and liabilities that are not
readily apparent from other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions
to accounting estimates are recognised in the period in which the estimate is revised if
the revision affects only that period, or in the period of the revision and future periods if
the revision affects both current and future periods.

Subsidiaries

Subsidiaries are entities controlled by the Chamber. Control exists when the Chamber
has the power to govern the financial and operating policies of an entity so as to obtain
benefits from activities. In assessing control, potential voting rights that presently are
exercisable are taken into account.

An investment in a subsidiary is consolidated into the consolidated financial statements
from the date that control commences until the date that control ceases. Intra-group
balances and transactions and any unrealised profits arising from intra-group transactions
are eliminated in full in preparing the consolidated financial statements. Unrealised losses
resulting from intra-group transactions are eliminated in the same way as unrealised gains
but only to the extent that there is no evidence of impairment.

In the Chamber's balance sheet, an investment in a subsidiary is stated at cost less any
impairment losses (see note 2(h)).

Investments in debt and equity securities

The group’s and the Chamber's policies for investments in debt and equity securities

other than an investment in a subsidiary are as follows:

Investments in debt and equity securities are initially stated at cost, which is their

transaction price unless fair value can be more reliably estimated using valuation

techniques whose variables include only data from observable markets. Cost includes
attributable transaction costs, except where indicated otherwise below. These investments
are subsequently accounted for as follows, depending on their classification:

- Dated debt securities that the group and the Chamber have the positive 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 amortised cost less impairment
losses (see note 2(h)).
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- Investments in equity securities that do not have a quoted market price in an active market
and whose fair value cannot be reliably measured are recognised in the balance sheet at
cost less impairment losses (see note 2(h)).

Investments in securities which do not fall into any of the above categories are classified as

available-for-sale securities. At each balance sheet date the fair value is remeasured, with

any resultant gain or loss being recognised directly in equity. Dividend income from these

investments is recognised in profit or loss in accordance with the policy set out in note 2(0)

(iv) and, where these investments are interest-bearing, interest calculated using the effective

interest method is recognised in profit or loss in accordance with the policy set out in note

2(0)(iii). When these investments are derecognised or impaired (see note 2(h)), the

cumulative gain or loss previously recognised directly in equity is recognised in the income

and expenditure statement.

Investments are recognised/derecognised on the date the group commits to purchase/sell

the investments or they expire.

Investment property

Investment properties are land and buildings which are owned or held under a leasehold
interest (see note 2(g)) to eam rental income andj or for capital appreciation.

Investment properties are stated in the balance sheet at cost less accumulated depreciation
and impairment losses (see note 2(h)). Rental income from investment properties is
accounted for as described in note 2(0)(v).

When the group holds a property interest under an operating lease to eam rental income
and/or for capital appreciation, the interest is classified and accounted for as an investment
property on a property-by-property basis. Any such property interest which has been
classified as an investment property is accounted for as if it were held under a finance lease
(see note 2(g)), and the same accounting policies are applied to that interest as are applied
to other investment properties leased under finance leases. Lease payments are accounted
for as described in note 2(g).

Fixed assets

The following fixed assets held for own use are stated in the balance sheet at cost less

accumulated depreciation and impairment losses (see note 2(h)):

- land held under operating leases and buildings thereon, where the fair values of the
leasehold interest in the land and buildings cannot be measured separately at the
inception of the lease; and

- other fixed assets.

Depreciation is calculated to write off the cost of items of fixed assets, less their estimated

residual value, if any, using the straight line method over their estimated useful lives as

follows:

- Leasehold land is depreciated on a straight-line basis over the remaining periods of the
respective leases.

- Buildings situated on leasehold land are depreciated over the shorter of the unexpired
term of lease and their estimated useful lives, being no more than 40 years after the date
of completion.

- Fumiture, fittings and office equipment 5-10 years
- Motor vehicles 5 years
- Computer systems 3 years

Gains or losses arising from the retirement or disposal of a fixed asset are determined as the
difference between the net disposal proceeds and the carrying amount of the fixed asset and
are recognised in the income and expenditure statement on the date of retirement or disposal.

Leased assets
An arrangement, comprising a transaction or a series of transactions, is or contains a lease
if the group determines that the arrangement conveys a right to use a specific asset or
assets for an agreed period of time in return for a payment or a series of payments. Such a
determination is made based on an evaluation of the substance of the arrangement and is
regardless of whether the arrangement takes the legal form of a lease.
(i) Classification of assets leased to the group
Assets that are held by the group under leases which transfer to the group substantially
all the risks and rewards of ownership are classified as being held under finance leases.
Leases which do not transfer substantially all the risks and rewards of ownership to the
group are classified as operating leases, with the following exceptions:

- property held under operating leases that would otherwise meet the definition of an
investment property is classified as an investment property on a property-by-property
basis and, if dlassified as an investment property, is accounted for as if held under a
finance lease (see note 2(e)); and
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(h)
0)

- land held for own use under an operating lease, the fair value of which cannot
be measured separately from the fair value of a building situated thereon at the
inception of the lease, is accounted for as being held under a finance lease. For
these purposes, the inception of the lease is the time that the lease was first entered
into by the group, or taken over from the previous lessee.

(i) Assets acquired under finance leases
Where the group acquires the use of assets under finance leases, the amounts
representing the fair value of the leased asset are included in fixed assets.

(iii) Operating lease charges
Where the group has the use of assets held under operating leases, payments made
under the leases are charged to the income and expenditure statement in equal
instalments over the accounting periods covered by the lease term, except where
an altemative basis is more representative of the pattern of benefits to be derived
from the leased asset. Lease incentives received are recognised in the income and
expenditure statement as an integral part of the aggregate net lease payments made.
Contingent rentals are charged to the income and expenditure statement in the
accounting period in which they are incurred.

Impairment of assets
Impairment of investments in debt and equity securities and other receivables
Investments in debt and equity securities (other than an investment in a subsidiary,
see note 2(h)(ii)) and other current and non-current receivables that are stated at cost
or amortised cost or are dlassified as available-for-sale securities are reviewed at each
balance sheet date to determine whether there is objective evidence of impairment.
Objective evidence of impairment includes observable data that comes to the attention of
the group about one or more of the following loss events:
- significant financial difficulty of the debtor;
- a breach of contract, such as a default or delinquency in interest or principal payments;
- it becoming probable that the debtor will enter bankruptcy or other financial
reorganisation;
- significant changes in the technological, market, economic or legal environment that
have an adverse effect on the debtor; and
- a significant or prolonged decline in the fair value of an investment in an equity
instrument below its cost.
If any such evidence exists, any impairment loss is determined and recognised as follows:
- For unquoted equity securities carried at cost, the impairment loss is measured as the
difference between the carrying amount of the financial asset and the estimated future
cash flows, discounted at the current market rate of return for a similar financial asset
where the effect of discounting is material. Impairment losses for equity securities are
not reversed.
- For current receivables and other financial assets carried at amortised cost, the
impairment loss is measured as the difference between the asset's carrying amount
and the present value of estimated future cash flows, discounted at the financial
asset's original effective interest rate (i.e. the effective interest rate computed at
initial recognition of these assets), where the effect of discounting is material. This
assessment is made collectively where financial assets carried at amortised cost
share similar risk characteristics, such as similar past due status, and have not been
individually assessed as impaired. Future cash flows for financial assets which are
assessed for impairment collectively are based on historical loss experience for assets
with credit risk characteristics similar to the collective group.
If in a subsequent period the amount of an impairment loss decreases and the
decrease can be linked objectively to an event occurring after the impairment loss
was recognised, the impairment loss is reversed through the income and expenditure
statement. A reversal of an impairment loss shall not result in the asset's carrying
amount exceeding that which would have been determined had no impairment loss
been recognised in prior years.
For available-for-sale securities, the cumulative loss that had been recognised directly
in equity is removed from equity and is recognised in the income and expenditure
statement. The amount of the cumulative loss that is recognised in the income and
expenditure statement is the difference between the acquisition cost (net of any
principal repayment and amortisation) and current fair value, less any impairment loss
on that asset previously recognised in the income and expenditure statement.
Impairment losses recognised in the income and expenditure statement in respect of
available-for-sale equity securities are not reversed through the income and expenditure
statement. Any subsequent increase in the fair value of such assets is recognised
directly in equity.



0000000000000000
000000000000000O
000000000000000O
00000000000
00DD0000000000000
00000000000C000000
00000000000C000000
000000000000000
000000000000000O
00D0000C0O00OO00O0O0D
0000000000 0000D
000000000000000O
00D0000C0O00OO00O0O0D
000000000000000O
0000000000000000
00D0000C0O00OO00O0O0D
000000000000000O
0000000000000000
0oD00000D

(hoooooo

0000000000000C0COOOD

0000000000000C0COOOO

00000000000000000

0 00000

0 00oDoo

0 0000000C0O

0000000000000C0COOOO

ooooo

0 00000000
0000000000000000
000000000000000O
000000000000000O
00D0000C0O00OO00O0O0D
000000000000000O
000000000000000O
00D0000C0O00OO00O0O0D
000000000000000O
0(@O0O000000O0)o

0 0000O
0000000000000000
000000000000000D
000000000000000O
0000000000000000
00@O000)0000000D
000000000000000O
0000000000@O000)0

0 00000
00D0000C0O00OO00O0O0D
00000000
000000000000000O
00D0000C0O00OO00O0O0D
000000000000000O
oooo

oooo
0000000000000000000
gooo0ODODOoOOOOCOOODOOD
2h00000000000000000O
0000000000000000000
0000000000 OO0DOO02ho0

oooo
000000000000000000A0
000000000000000000A0
oooo

(i

@)

0

Financial Statements

Impairment losses in respect of available-for-sale debt securities are reversed if the
subsequent increase in fair value can be objectively related to an event occurring
after the impairment loss was recognised. Reversals of impairment losses in such
circumstances are recognised in the income and expenditure statement.
Impairment losses are written off against the corresponding assets directly, except
for impairment losses recognised in respect of current receivables included within
debtors and prepayments, whose recovery is considered doubtful but not remote. In
this case, the impairment losses for doubtful debts are recorded using an allowance
account. When the group is satisfied that recovery is remote, the amount considered
irrecoverable is written off against trade debtors directly and any amounts held in
the allowance account relating to that debt are reversed. Subsequent recoveries
of amounts previously charged to the allowance account are reversed against the
allowance account. Other changes in the allowance account and subsequent recoveries
of amounts previously written off directly are recognised in the income and expenditure
statement.

Impairment of other assets

Internal and external sources of information are reviewed at each balance sheet date

to identify indications that the following assets may be impaired or, an impairment loss

previously recognised no longer exists or may have decreased:

- investment properties;

- fixed assets; and

- investment in a subsidiary

If any such indication exists, the asset's recoverable amount is estimated.

- Calculation of recoverable amount

The recoverable amount of an asset is the greater of its net selling price and value in

use. In assessing value in use, the estimated future cash flows are discounted to their

present value using a pre-tax discount rate that reflects current market assessments

of time value of money and the risks specific to the asset. Where an asset does not

generate cash inflows largely independent of those from other assets, the recoverable

amount is determined for the smallest group of assets that generates cash inflows

independently (i.e. a cash-generating unit).

Recognition of impairment losses

An impairment loss is recognised in the income and expenditure statement whenever

the carrying amount of an asset, or the cash-generating unit to which it belongs,

exceeds its recoverable amount. Impairment losses recognised in respect of cash-

generating units are allocated to reduce the carrying amount of the assets in the unit (or

group of units) on a pro rata basis, except that the carrying value of an asset will not be

reduced below its individual fair value less costs to sell, or value in use, if determinable.

Reversals of impairment losses

An impairment loss is reversed if there has been a favourable change in the estimates

used to determine the recoverable amount.

A reversal of an impairment loss is limited to the asset's carrying amount that would

have been determined had no impairment loss been recognised in prior years.

Reversals of impairment losses are credited to the income and expenditure statement

in the year in which the reversals are recognised.

Receivables

Receivables are initially recognised at fair value and thereafter stated at amortised cost
less allowance for impairment of doubtful debts (see note 2(h)), except where the
receivables are interest-free loans made to related parties without any fixed repayment
terms or the effect of discounting would be immaterial. In such cases, the receivables are
stated at cost less allowance for impairment of doubtful debts (see note 2(h)).

Payables

Payables are initially recognised at fair value and subsequently stated at amortised cost
unless the effect of discounting would be immaterial, in which case they are stated at
cost.
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Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand, demand deposits with
banks and other financial institutions, and short-term, highly liquid investments that are
readily convertible into known amounts of cash and which are subject to an insignificant
risk of changes in value, having been within three months of maturity at acquisition.

Employee benefits

Salaries, annual bonuses, paid annual leave, contributions to defined contribution
retirement plans and the cost of non-monetary benefits are accrued in the year in which
the associated services are rendered by employees. Where payment or settlement is
deferred and the effect would be material, where amounts are stated at their present
values.

Income tax

Income tax for the year comprises current tax and movements in deferred tax assets and
liabilities. Current tax and movements in deferred tax assets and liabilities are recognised
in the income and expenditure statement.

Current tax is the expected tax payable on the taxable income for the year, using tax rates
enacted or substantively enacted at the balance sheet date, and any adjustment to tax
payable in respect of previous years.

Deferred tax assets and liabilities arise from deductible and taxable temporary differences
respectively, being the differences between the carrying amounts of assets and liabilities
for financial reporting purposes and their tax bases. Deferred tax assets also arise from
unused tax losses.

All deferred tax liabilities, and all deferred tax assets to the extent that it is probable
that future taxable profits will be available against which the asset can be utilised, are
recognised.

The amount of deferred tax recognised is measured based on the expected manner of
realisation or settlement of the carrying amount of the assets and liabilities, using tax rates
enacted or substantively enacted at the balance sheet date. Deferred tax assets and
liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed at each balance sheet date and
is reduced to the extent that it is no longer probable that sufficient taxable profits will be
available to allow the related tax benefit to be utilised. Any such reduction is reversed to
the extent that it becomes probable that sufficient taxable profits will be available.

Current tax balances and deferred tax balances, and movements therein, are presented
separately from each other and are not offset.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or amount when the group or
the Chamber has a legal or constructive obligation arising as a result of a past event, it
is probable that an outflow of economic benefits will be required to settle the obligation
and a reliable estimate can be made.

Where it is not probable that an outflow of economic benefits will be required, or the
amount cannot be estimated reliably, the obligation is disclosed as a contingent liability,
unless the probability of outflow of economic benefits is remote. Possible obligations,
whose existence will only be confirmed by the occurrence or non-occurrence of one or
more future events are also disclosed as contingent liabilities unless the probability of
outflow of economic benefits is remote.

Revenue recognition
Provided it is probable that the economic benefits will flow to the group and the revenue
and costs, if applicable, can be measured reliably, revenue is recognised in the income
and expenditure statement as follows:
(i) Members' subscriptions
Members' subscriptions are recognised on an accruals basis.
(ii) Fees and commission income
Fees and commission income are recognised as income when the services are
rendered.
(iii) Interest income
Interest income is recognised as it accrues using the effective interest method.
(iv) Dividends
- Dividend income from unlisted investments is recognised when the shareholder's
right to receive payment is established.
- Dividend income from listed investments is recognised when the share price of the
investment goes ex-dividend.
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Financial Statements

(v) Rental income from operating leases
Rental income receivable under operating leases is recognised in the income and
expenditure statement in equal instalments over the period covered by the lease
term, except where an alternative basis is more representative of the pattern of
benefits to be derived from the leased asset. Lease incentives granted are recognised
in the income and expenditure statement as an integral part of the aggregate net
lease payments receivable.

Translation of foreign currencies

Foreign currency transactions during the year are translated at the foreign exchange rates
ruling at the transaction dates. Monetary assets and liabilities denominated in foreign
currencies are translated at the foreign exchange rates ruling at the balance sheet date.
Exchange gains and losses are recognised in the income and expenditure statement.

Related parties

For the purposes of these financial statements, a party is considered to be related to the

group if:

(i) the party has the ability, directly or indirectly through one or more intermediaries, to
control the group or exercise significant influence over the group in making financial
and operating policy decisions, or has joint control over the group;

(ii) the group and the party are subject to common control;

(iif) the party is an associate of the group or a joint venture in which the group is a
venturer;

(iv) the party is @ member of key management personnel of the group or the group's
parent, or a close family member of such an individual, or is an entity under the
control, joint control or significant influence of such individuals;

(v) the party is a close family member of a party referred to in (i) or is an entity under
the control, joint control or significant influence of such individuals; or

(vi) the party is a post-employment benefit plan which is for the benefit of employees of
the group or of any entity that is a related party of the group.

Close family members of an individual are those family members who may be expected

to influence, or be influenced by, that individual in their dealings with the entity.

Changes in accounting policies

The HKICPA has issued a number of new and revised HKFRSs and Interpretations that are
first effective or available for early adoption for the current accounting period of the group
and the Chamber.

There have been no significant changes to the accounting policies applied in these
financial statements for the years presented as a result of these developments. However,
as a result of the adoption of HKFRS 7, “Financial instruments: Disclosures” and the
amendment to HKAS 1, “Presentation of financial statements: Capital disclosures’, there
have been some additional disclosures provided as follows:

As a result of the adoption of HKFRS 7, the financial statements include expanded
disclosure about the significance of the group’s financial instruments and the nature
and extent of risks arising from those instruments, compared with the information
previously required to be disclosed by HKAS 32, “Financial instruments: Disclosure and
presentation”. These disclosures are provided throughout these financial statements, in
particular in note 23.

The amendment to HKAS 1 introduces additional disclosure requirements to provide
information about the level of capital and the group's and the Chamber's objectives,
policies and processes for managing capital. These new disclosures are set out in note
22(C).

Both HKFRS 7 and the amendment to HKAS 1 do not have any material impact on the
classification, recognition and measurement of the amounts recognised in the financial
instruments.

The group has not applied any new standard or interpretation that is not yet effective for
the current accounting period (see note 25).
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4 Fixed assets

(@) Consolidated 0000 000000 oo oo 00 0000 oo
00 00000 oo
Leasehold  Furniture,

properties fittings

held for  and office Motor ~ Computer Investment

ownuse equipment  vehide  system  Subfotal properties Total

$1000 $1000 $000 $1000 $000 $000 $1000

Cost:
At 1 January 2006 84,931 17295 503 12,718 115,447 65,083 180,530
Additions = 450 540 2,684 3,674 - 3674
Disposals = - _(503) - _(503) - _(503)
At 31 December 2006 84,931 17745 540 15402 118,618 65,083 183,701
At 1 January 2007 84931 17745 540 15402 118,618 65,083 183,701
Additions = 451 = 974 1,425 - _1425
At 31 December 2007 84931 18,196 540 16,376 120,043 65,083 185,126
Accumulated depreciation:
At 1 January 2006 16508 14,852 503 12418 44281 47810 92,091
Charge for the year 1,479 639 9 623 2750 1,123 3,873
Written back on disposals = - _(503) - _(503) - _(503)
At 31 December 2006 17987 15,491 9 13041 46528 48933 95461
At 1 January 2007 17987 15491 9 13,041 46,528 48933 95461
Charge for the year 1,818 697 108 1,091 3714 1,418 5,132
Reversal of impairment loss - - - - - (37,000) (37,000)
At 31 December 2007 19,805 16,188 117 14,132 50242 13,351 63,593
Net book value:
At 31 December 2007 65,126 _2,008 423 _2244 69801 51732 121533
At 31 December 2006 66,944 _ 2254 53] 2361 72,090 _16,150 88240
(b) The Chamber
Cost:
At 1 January 2006 84,931 16,934 503 12,700 115,068 65,083 180,151
Additions = 451 540 2671 3,662 - 3662
Disposals = - _(503) - _(503) - _(503)
At 31 December 2006 84,931 _17.385 540 15371 118,227 65,083 183,310
At 1 January 2007 84,931 17385 540 15371 118,227 65,083 183,310
Additions = 451 2 974 1,425 - 1425
At 31 December 2007 84931 17836 540 16,345 119,652 65,083 184,735
Accumulated depreciation:
At 1 January 2006 16,508 14,492 503 12,408 43911 47810 91,721
Charge for the year 1,479 639 9 615 2742 1,123 3,865
Written back on disposals - - _(503) - _(503) - _(503)
At 31 December 2006 17987 15,131 9 13,023 46,150 48933 95,083
At 1 January 2007 17987 15,131 9 13,023 46,150 48,933 95,083
Charge for the year 1,818 697 108 1,085 3708 1418 5,126
Reversal of impairment loss - - - = - (37,000) (37,000)
At31 December 2007 19,805 15828 __] 117 14,108 49,858 13351 63209
Net book value:
At 31 December 2007 65,126 _2,008 423 2237 69794 51732 121526
At 31 December 2006 66,944 _2254 531 _2348 72,077 _16,150 88227




(©)

0020070120310000000000
000 66,530,0000 020060 64,656,000
0000000000000000000
000000000000000000A0
000000000000000000A0
00020070 037,000,0000 000000
oooo

oo00o0ooo0o0oooon

ooooooo
— 0ooag
— 0ooa

000000000000000000A0
00203000000000000000
oooooooo
000000000000000000A0
gopoooooooo
000000000000000000A0
ooooooo

10000
100050000

oooooooo

0o00Dooo0Ooooon
ooooooo

oooo

000000000000000000A0
000000000000000000A0
go0o00ODO00OO0OOO0OOOO0OO0OO0O0
000000000000000000A0
oopooooao

©

Q)

(e)

Financial Statements

The fair value of these investment properties is $66,530,000 (2006: $64,656,000) as at
31 December 2007 which is estimated by the General Committee by making reference
to recent transactions of similar properties. Given that there has been a favourable
change in the estimates used to determine the recoverable amount of the investment
properties impaired in prior years, the General Committee considers that it is appropriate
to reverse the impairment loss of $37,000,000 in 2007.

The analysis of net book value of properties is as follows:

oooooo
Consolidated and the Chamber
2007 2006
$'000 $'000

In Hong Kong
— long leases 33,418 23,310
— medium-term leases 83,440 59,784

116,858 83,094

The group leases out investment properties under operating leases. The leases typically run
for an initial period of two to three years, with an option to renew the lease after that date
at which time all terms are renegotiated. None of the leases includes contingent rentals.

All properties held under operating leases that would otherwise meet the definition of
investment property are classified as investment property.

The group's total future lease payments under non-cancellable operating leases are

receivable as follows: oooooo
Consolidated and the Chamber

2007 2006

$'000 $'000

Within 1 year 2,663 1,099
After 1 year but within 5 years 1,202 757

3,865 1,856

Interest in a subsidiary

ooo

The Chamber

2007 2006

$'000 $'000

Unlisted shares, at cost 10 10
Amount due from subsidiary 5984 7366
5,994 7376

Less: Impairment loss (3,982) (3.982)

2,012 3,394

The wholly owned subsidiary is Chamber Services Limited (“CSL"), incorporated in Hong
Kong, whose principal activity during the year was the provision of business related
services. The Chamber has issued a letter of support which was in force during the year
for an unspecified amount to provide financial assistance as is necessary to maintain CSL
as a going concern.
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Financial assets oooooo
Consolidated and the Chamber

2007 2006
$000 $'000
Held-to-maturity debt securities
— Listed in Hong Kong 2,799 2,796
Available-for-sale debt and equity securities:
— Hong Kong listed shares in Tradelink Electronic 30,256 43,475
Commerce Limited
— Hong Kong listed shares in the Hong Kong Tracker Fund 28,821 -
— Unlisted shares in Digital Trade and Transportation - 15,000
Network Limited
— Investments managed by investment manager 135,086 121,588
(see note 7)
Certificate of deposit — unlisted 5,000 5,000
201,962 187,859
Representing:
— Non-current financial assets 194,163 187,859
— Current financial assets 7799 =
201,962 187,859
Market value of listed investments 103,613 128,578

The debt securities listed in Hong Kong are issued by the Hong Kong Government with
credit rating of AAA.

As at 31 December 2007, the group's and the Chamber's unlisted shares in Digital Trade
and Transportation Network Limited were individually determined to be impaired on the
basis of a material decline in their fair value below cost which indicated the cost of such
investment may not be recovered. Impairment loss of $15,000,000 was recognised in
the income and expenditure statement in accordance with the policy set out in note 2(h) ().

Investments managed by investment manager oooooo

Consolidated and the Chamber

2007 2006

Market value: $'000 $'000
Unit trusts

— listed in Hong Kong 1,081 1,069

— listed outside Hong Kong 40,672 43,980

- unlisted 93,333 76,539

135,086 121,588

Staff housing loan
The terms of the secured staff housing loan as at 31 December 2007 are as follows:

Principal Interest
$2,000,000 (2006: $2,000,000) interest free until 31 July 2005 and
5% per annum thereafter

The housing loan is repayable upon the staff member's resignation or retirement or on
the sale of the property, whichever occurs earlier.

Accounts with investment manager
These comprise cash balances in interest-bearing current accounts and fixed deposits
together with accrued interest and dividend receivable on marketable securities, managed

by the investment manager as follows: oooooo
Consolidated and the Chamber

2007 2006

$'000 $'000

Current accounts 12,319 7566
Accrued dividends receivable - 17
12,319 7583
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Debtors and prepayments

The amount of the group’s and the Chamber's debtors and prepayments expected to
be recovered or recognised as expense after more than one year is $337,000 (2006:
$113,000). All of the other debtors and prepayments are expected to be recovered or
recognised as expense within one year.

All the group's and the Chamber's debtors were neither past due nor impaired as at
31 December 2007 and 2006.

Income tax in the balance sheet

Current taxation in the balance sheet represents: oooooo
Consolidated and the Chamber

2007 2006

$'000 $'000

Provision for Hong Kong Profits Tax for the year 296 224
Provisional Profits Tax paid 236 (155)
Current tax payable 60 69

Deferred tax (liabilities)/assets recognised:
Consolidated and the Chamber
The components of deferred tax (liabilities)/assets recognised in the consolidated balance
sheet and the movements during the year are as follows:
0oonoooooooo
Deferred tax arising from depreciation allowances
(in excess of)/less than related depreciation

2007 2006
$'000 $'000
At 1 January 877 915
Charged to consolidated income and expenditure statement (1,032) (38)
At 31 December (155) 871

Deferred tax assets not recognised

In accordance with the accounting policy set out in note 2(m), the group has not
recognised deferred tax assets in respect of cumulative tax losses of a subsidiary of
$2,306,000 (2006: $2,721,000) as it is not probable that future taxable profits against
which the losses can be utilised will be available. The tax losses do not expire under
current tax legislation.

Post balance changes in applicable tax rates

On 27 February 2008, the Financial Secretary of the Hong Kong Government announced
his annual Budget which proposes a cut in the profits tax rate from 17.5% to 16.5% with
effect from the fiscal year 2008-09 and a one-off reduction of 75% of the tax payable
for the 2007-08 assessment subject to a ceiling of $25,000. In accordance with the
group’s accounting policy set out in note 2(m), no adjustments have been made to these
financial statements as a result of this announcement.

The General Committee estimates that these proposed changes will result in the opening
balances of the group and the Chamber as at 1 January 2008 being remeasured as
follows:

(a) current tax payable by the group and the Chamber will decrease by $25,000; and

(b) the group’s and the Chamber's deferred tax liabilities will decrease by $9,000.

These opening balance adjustments to current and deferred tax balances at 1 January
2008 will be recognised as a reduction in the group's and the Chamber's income tax
expense of $34,000. It is impracticable to further estimate the impact on future financial
statements of the change in tax rate.

Cash and cash equivalents oo ooo
Consolidated The Chamber
2007 2006 2007 2006
$'000 $'000 $'000 $'000
Bank deposits 27997 37541 27997 37541
Cash at bank and in hand 61,568 24,487 59,592 20742

Cash and cash equivalents 89,565 62,028 87,589 58,283
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Fees
Certificate and GSP fees

EDI fees, including trade declaration and
textile quota licence fees

Reimbursement to Tradelink

Reimbursement to Hong Kong Government

Others

Interest and dividends

Interest on time deposits and staff loan
Interest and dividends from listed securities

Publications and promotion

Income from

— publications

— sundry services
— seminars

Expenditure on

— publications

— trade and programme promotion
— advertising and public relations
— seminars

Net income
Staff

Salaries, bonus and allowances

Contribution to defined contribution retirement plan
Staff quarters rental and related expenses

Medical expenses

Passage and leave allowances

Training and recruiting

Sundries

Office

Rent and rates

Light and power

Telephone

Printing and stationery

Postage

Maintenance, repairs and cleaning
Books and newspapers

Local travelling

Motor car expenses

Sundry expenses

Services

Auditors' remuneration
Treasurers' fees

Legal and professional fees
Computing fees
Investment manager's fees
Insurance

(31,967)
(1,051)

2007
$'000
1,579
346
108
1,027
411
1,377
43
70
141
310

5412

2007
$000
265

240

74

382

569

473
2,003

2006
$'000
2,665
343
136
958
424
304

2006
$'000
246
260
61
445
416
472
1,900
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Subscriptions and donations

Trade organisations' subscriptions
Donations

2007
$1000
249

20

269

Income tax in the consolidated income and expenditure statement

2006
$1000
213

292

Taxation in the consolidated income and expenditure statement represents:

Current tax - Hong Kong Profits Tax

Provision for the year
Under-provision in respect of prior years

Deferred tax

Origination and reversal of temporary differences

2007
$1000

296
11
307

2006
$1000

224

The provision for Hong Kong Profits Tax for 2007 is calculated at 17.5% (2006: 17.5%)

of the estimated assessable profits for the year.

Reconciliation between tax expense and accounting surplus at applicable tax rates:

Surplus before taxation

Notional tax on surplus before taxation, calculated at 17.5%

Tax effect of non-deductible expenses
Tax effect of non-taxable income

Tax effect of unrecognised tax losses
Under-provision in prior years

Others

Actual tax expense

Surplus for the year

2007
$'000
43,028

7,530
11,790
(17920)
(73)

1

1,539

2006
$'000
27142

The surplus for the year includes a surplus of $41,279,000 (2006: $27,296,000) which
has been dealt with in the financial statements of the Chamber.

General fund and fair value reserve

Consolidated

At 1 January 2006

Transfer to income and expenditure
staternent on realisation of gains
on debt and equity securities

Available-for-sale securities
— changes in fair value

Surplus for the year

At 31 December 2006

At 1 January 2007

Transfer to income and expenditure
statement on realisation of gains
on debt and equity securities

Available-for-sale securities
— changes in fair value

Surplus for the year

At 31 December 2007

Hong Kong General Chamber of Commerce

0ooo 000000 0000
General  Fair value Total
fund reserve equity
$'000 $'000 $'000
225,837 59,193 285,030
- (6531)  (6531)

- 5,036 5,036

26,880 - 263880
252,717 57698 310415
252,717 57698 310,415
- (4,370) (4,370)

- 10,242 10,242

41,689 - 41,689
294,406 63570 _357976
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@

The Chamber 0000 000000 0000

General  Fair value Total

fund reserve equity

$'000 $'000 $'000

At 1 January 2006 225,469 59,193 284,662
Transfer to income and expenditure
statement on realisation of gains

on debt and equity securities - (6531)  (6,531)

Available-for-sale securities
— changes in fair value - 5,036 5,036

Surplus for the year 27,296 - 2729
At 31 December 2006 252,765 57698 310463
At 1 January 2007 252,765 57698 310,463
Transfer to income and expenditure

statement on realisation of gains

on debt and equity securities - (4370)  (4,370)
Available-for-sale securities

— changes in fair value - 10,242 10,242
Surplus for the year 41,279 - _ 41279
At 31 December 2007 294,044 63570 _357614

Capital management

The group's primary objectives when managing capital are to safeguard the group’s ability
to continue as a going concern, so that it can continue to provide benefits for members,
by providing services commensurately with the level of risk and by securing access to
finance at a reasonable cost.

The group defines “capital” as including all components of equity.

The group's capital structure is regularly reviewed and managed by the General
Committee. Adjustments are made to the capital structure in light of changes in
economic conditions affecting the Chamber or the group, to the extent that these do not
conflict with the General Committee's fiduciary duties towards the Chamber.

The group's capital structure is monitored on the basis of a debt-to-capital ratio.

There was no change in the group’s approach to capital management compared with
previous years.

The debt-to-capital ratio at 31 December 2007 and 2006 was as follows:

2007 2006
Total debt: $'000 $'000
Unit trusts
— Total current liabilities 71,987 40,241
Total equity 357976 310,415
Debt-to-capital ratio 20% 13%

The group is not subject to externally imposed capital requirements.

Financial instruments

Exposure to credit, liquidity, interest rate and equity price risks arises in the normal course
of the group’s business. The group is also exposed to equity price risk arising from its
equity investments in other entities.

These risks are limited by the group’s financial management policies and practices
described below.

Credit risk

The group's maximum exposure to credit risk is represented by the carrying amount
of each financial asset in the balance sheet. The group does not have significant
concentration of credit risk.

Investments are normally only in liquid securities quoted on a recognised stock exchange
(except where entered into for long term strategic purpose) and with counterparties
that have high credit ratings. Given their credit ratings, the General Committee does not
expect any investment counterparty to fail to meet its obligations.

Further disclosures in respect of the group and the Chamber's exposure to credit risk
arising from debtors are set out in note 10.
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(b) Liquidity risk

©

0)

The group's policy is to regularly monitor current and expected liquidity requirements to
ensure that it maintains sufficient reserves of cash, realisable marketable securities and
adequate lines of funding to meet its liquidity requirements in the short and longer term.

Consolidated 2007 2006
000 000000 000 D0OODOO
0ooo oooo
Total Total
contractual contractual
Carrying undiscounted Carrying undiscounted
amount cashflow amount cashflow
$000 $000 $000 $000
Creditors and accruals 60,854 60,854 28,121 28,121
Subscriptions received in advance _ 11,073 11,073 12,051 12,051
71927 71927 40,172 40,172

The Chamber

Creditors and accruals 60,794 60,794 27581 27581
Subscriptions received in advance _ 11,073 11,073 12,051 12,051

71,867 71,867 39,632 39,632

All of the group’s and the Chamber's financial liabilities are repayable within one year,
except for the creditors and accruals of $472,000 (2006: $118,000) are expected to be
repayable after more than one year.

Interest rate risk

Exposure to interest rate arises from income-earning financial assets including bank
deposits, debt securities and certificate of deposits.

Interest rate profile

The following table details the interest rate profile of the group's and the Chamber's
interest-earning financial assets at the balance sheet date:

Consolidated 00 0000 oooo
Note Effective Effective
interest 2007  interest 2006
Fixed rate financial assets rate $'000 rate $'000
Bank deposits 12 371% 27997 348% 37541
Debt securities listed in Hong Kong 6 3380 2799  338% 2796
Unlisted certificate of Deposits 6 345% _ 5000  3.45% _ 5,000
35,796 45337
Variable rate financial assets
Cash at bank 1.49% _ 47712 2.48% _ 16,677
The Chamber
Fixed rate financial assets
Bank deposits 12 371% 27997 3.48% 37541
Debt securities listed in Hong Kong 6 3.38% 2,799 3380 2,796
Unlisted certificate of Deposits 6 345% __ 5000  3.45% __ 5000
35,796 45337
Variable rate financial assets
Cash at bank 1.49% _ 47621 2.48% _ 16,655

Hong Kong General Chamber of Commerce ~ Annual Report 2007

87



88

(ii)

24

25

ooooo

0020070120310 0000000000
ooso0000000000000000O0
0000000D0D0000000239,0000
020060830000 000000000000
0020060 00000000000
goooOoO0O00O0OO0OO0DOOOO0O0DOO0O
000000000000 DOOO0O0DOO0O
000000000000s0000000
goooOoO0O00O0OO0OO0DOOOO0O0DOO0O
000000000000 DOOO0O0DOO0O
2006000000000

ooooog

000000000000 0O000DO00O
0oopDOoC00e070000D0O000O0DOOO
000000000000 DOOO0O0DOO0O
000000000000 0O000DO00O
goooOoO0O00OOO0OO0CODOOODOOO
ooo
0000000000000D0O0O00D0O
goooOoO0O00OOO0OO0CODOOODOOO
000000000000 DOO000DO0O0O0
goooO0000000D0O000D00O
oo

000000000000 DOO000DO0O0O0
goooO0000000D0O000D00O
goooO0000OO0OO0CDOOOODOOO
ooooog
goooO0000000D0O000D00O
goooO0000OO0OO0CDOOOODOOO
0o00Do000D00CO0O0DO0D000O00

oo
020070120310 00000000000
oobDoo0OO0DO0O000O000000

10000
10o00so0000

goooOoO0O00O0OO0OO0DOOOO0O0DOO0O
002030000000000000000
ooooooo

00000002007012031000000
gopDooOo0oDOCcOODOoCOOo
000000000000 DOOO0O0DOO0O
00000000000O00D0OO0O00D0OD
20070120310 000000000000
ooooooao

000000000000 0O000DO00O
goooOoO0O00OOO0OO0CODOOODOOO
000000000000 DOO000DO0O0O0
ooooooOooooooog

00000 O00oo0O

(i)

Q)

24

25

Sensitivity analysis

At 31 December 2007, it is estimated that a general increase/decrease of 50 basis points
in interest rates, with all other variables held constant, would decrease/increase the
group’s surplus and general fund by approximately $239,000 (2006: $83,000). Other
components of equity would not be affected (2006: $Nil) by the changes in interest
rates.

The sensitivity analysis above has been determined assuming that the change in interest
rates had occurred at the balance sheet date and had been applied to the exposure to
interest rate risk for financial instruments in existence at that date. The 50 basis point
increase or decrease represents General Committee's assessment of a reasonably
possible change in interest rates over the period until the next annual balance sheet date.
The analysis is performed on the same basis for 2006.

Equity price risk

The group is exposed to equity price changes arising from available-for-sale equity
securities and investments managed by investment manager (see notes 6 and 7).

Unit trusts are composed of equity securities listed in both developed and emerging
markets all over the world. In this respect, the General Committee considers the equity
price risk is minimised as the investment portfolio is diversified in terms of geographical
and industry distribution.

All'of the group's unquoted investments are held for long term strategic purposes. Their
performance is assessed regularly, against performance of similar listed entities, based
on the limited information available to the group, together with an assessment of their
relevance to the group’s long term strategic plans.

As the investment portfolio is composed of equity securities listed in various markets
in the world, it is not meaningful to estimate the impact of the change in a single stock
market index to the company, no sensitivity analysis is performed.

Given the group does not account for the unquoted investments at fair value through
income or expenditure statement, the change in any risk variable at year end would not
have any impact on the income and expenditure statement of the group.

Commitments
At 31 December 2007, the total future minimum lease payments under non-cancellable
operating leases in respect of properties are payable as follows:

oooooo

Consolidated and the Chamber

2007 2006

$'000 $'000

Within 1 year 1,572 976
After 1 year but within 5 years 849 97
2,421 1,073

The Chamber is a lessee in respect of a number of properties held under operating
leases. The leases typically run for an initial period of two to three years, with an option
to renew the lease when all terms are renegotiated. None of the leases includes
contingent rentals.

Possible impact of amendments, new standards and interpretations issued but not
yet effective for the year ended 31 December 2007

Up to the date of issue of these financial statements, the HKICPA has issued a number
of amendments, new standards and interpretations which are not yet effective for the
year ended 31 December 2007 and which have not been adopted in these financial
statements.

The group is in the process of making an assessment of what the impact of these
amendments, new standards and new interpretations is expected to be in the period of
initial application. So far it has concluded that the adoption of them is unlikely to have a
significant impact on the Chamber's results of operations and financial position.
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