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SOWERS ACTION
HETE)
(incorporated in Hong Kong with limited liability by guarantee)

DIRECTORS' REPORT

The directors present their annual report and the audited financial statements of the Company for the year
ended June 30, 2015.

PRINCIPAL ACTIVITY

The Company continued to engage in funds raising to support the operations of the Education Program in
the People's Republic of China.

RESULTS

The results of the Company for year ended June 30, 2015 are set out in the statement of profit or loss and
other comprehensive income on page 5.

INVESTMENT PROPERTY AND PLANT AND EQUIPMENT

Details of movements in the Company's investment property and plant and equipment during the year are set
out in notes 7 and 8, respectively, to the financial statements.

DIRECTORS

The directors of the Company during the year and up to the date of this report were:

Ho Ngai Leung (Chairman) (retired & re-appointed on October 12, 2014)
Mo Sik Keung (Vice Chairman)

Cheung Siu Wan (Vice Chairman) (retired & re-appointed on October 12, 2014)
Au Ho (Vice Chairman)

Pak Paul (retired & re-appointed on October 12, 2014)

Cheung Hon Fan, Alex
Li Suet Ping, Vickie

In accordance with Article 44(b) of the Company's Articles of Association, Mo Sik Keung, Cheung Siu Wan
and Au Ho will retire but eligible for re-election.
PERMITTED INDEMNITY

During the financial year and up to the date of this Directors' Report, there was or is, permitted indemnity
provision being in force for the benefit of the directors of the Company.
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BUSINESS REVIEW

Sowers Action was founded in Hong Kong 23 years ago as a charity to promote educational opportunities
in Mainland China. We have been witnessing the fast social transformation and rapid economic growth
in China. While persisting with our mission and continuing with our humble service, we must respond to
these changes and find new models of development.

In our initial years, we dedicated our efforts to the mission of "transforming China's population burden
into intellectual resources". Since then, changes in China's population policy, the government's increased
dedication of resources on school construction, the increase in children left behind in rural villages with
parents working in cities and the decline in birth rate have emerged, meaning we cannot with stick with
our early work of building schools, subsidising students and training teachers. Meanwhile conflicts
between Mainland and Hong Kong people in recent years have posed a new challenge to our fund-raising
efforts. Facing shrinking donation and rising operation costs, we must have accurate assessments of both
our service capability and the latest needs of Mainland children so that we can use our resources
effectively. After thorough consideration, we decided to concentrate more efforts on orphanage projects.
This will not only expand the scope of subsidy for children in need, but can also strengthen our fund-
raising ability. We have therefore added orphanages into one of our five service categories, i.e. "children
and youth welfare" and dedicated more support to Shuifu Sowers Children's Home and Huadanjiancuo
Orphanage. Our vision and mission statements have been revised accordingly as follows:

Vision: No child in China should be deprived of education due to poverty

Mission: To provide children in poverty with good education conditions and healthy environment to grow
up by pooling social resources and mobilising volunteers' efforts on school and children's home projects.

Shuifu Sowers Children's Home and Huadanjiancuo Orphanage serve children of different ages, from
infants to secondary school students. Some of them are orphans and others suffer from disabilities. They
need one-stop services which include shelter, food, schooling, training, rehabilitation, psychological
counselling, apprenticeships and even local or overseas higher education opportunities so that they can
take good care of themselves in the future. These are what we hope to offer.

Although we heard a lot of pessimistic comments on the Shuifu project at the beginning, our first two
years of work has proved convincing. Donors have extended enthusiastic support, the local government
has recognised the Home's mission and innovative management and service model by inviting us to share
our experience in planning for the home and providing training and rehabilitation for children at the
Zhaotong City Welfare Conference. Civil Affairs Bureau has listed the home as an exemplary service and
arranged our Mainland counterparts to visit and borrow our experience. This is very encouraging for our
welfare projects to come.

While rapidly expanding our new services, we are not neglecting our older work. A Sowers Growing
Camp scheme will be introduced, with Zhaotong and Lincang cities as pilots, for 40 high school year one
students to learn extra-curricular knowledge and experience. This is an extension to our existing student
subsidies. Participants will feel support and care through camps, letters, social media and telephone
contacts with volunteer mentors.
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BUSINESS REVIEW - continued

To cope with the challenges in fundraising, we have also rethought our strategies and set up a new fund-
raising development team this year. The team will look for new sponsorship from the business sectors in
both Hong Kong and the Mainland and strengthen our relationship with donors.

All departments worked diligently under the new structure. Financially, under the unoptimistic external
environment, our total income from donations was 35.52 million and of which, the donation respectively
for education programs and operation expenditure were 30.51 million and 5.01 million. In particular,
there was about 4.26 million additional donation received which was never easy and greatly attributed to
the concerted efforts of the volunteers and staff members in different departments.

On the other hand, recently, the Chinese Government has proposed to amend the bill regarding the
regulation of overseas non-governmental organisations ("NGOs"). Overseas NGOs would have to be
registered at public security authorities before they could operate in Mainland. Official scrutiny over their
financial sources and spending may also be stepped up. Although the bill has yet been formally endorsed,
overseas NGOs like us must get ourselves prepared for the potential risks and opportunities brought by
the new law. We will closely watch the development of this legislative proposal.

Good governance is crucial to the organisation's sustainable development. We are devoted to
continuously enhance our management efficiency. Earlier this year, members of our volunteer board of
directors and volunteer executive committee have attended management training workshops. Our annual
meetings provide a platform for management and staff in the Hong Kong and Yunnan offices to get
together and understand each other's working cultures. The meetings have received positive feedbacks
from colleagues on both sides and we will continue to organise the event every year.

The dream to enable every Mainland child to fly is not easy to realise. We would not underestimate the
difficulties ahead. We sincerely hope to have your support to help improve social mobility in China.

AUDITOR

A resolution will be submitted to the annual general meeting to re-appoint Messrs. Deloitte Touche
Tohmatsu as auditor of the Company.

On behalf of the Board

y A L AQer
DIRECTOR ¢
August 21, 2015




Deloitte
=20

INDEPENDENT AUDITOR'S REPORT

TO THE BOARD OF DIRECTORS OF SOWERS ACTION
EHEITE)
(incorporated in Hong Kong with limited liability by guarantee)

We have audited the financial statements of Sowers Action (the "Company") set out on pages 6 to
25, which comprise the statement of financial position as at June 30, 2015, and the statement of
profit or loss and other comprehensive income, the statement of changes in funds and the
statement of cash flows for the year then ended, and a summary of significant accounting policies
and other explanatory information.

Directors' Responsibility for the Financial Statements

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

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit and to
report our opinion solely to you, as a body, in accordance with section 405 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 about 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 judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity's preparation of financial statements that give a true and fair view in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity's internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by the directors, 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.



INDEPENDENT AUDITOR'S REPORT

TO THE BOARD OF DIRECTORS OF SOWERS ACTION - continued
T BT &N
(incorporated in Hong Kong with limited liability by guarantee)

Opinion

In our opinion, the financial statements give a true and fair view of the financial position of the
Company as at June 30, 2015 and of its financial performance and cash flows for the year then
ended in accordance with Hong Kong Financial Reporting Standards and have been properly
prepared in compliance with the Hong Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

August 21, 2015
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STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED JUNE 30, 2015

INCOME
Donations for Education Programs in China

Donations and Contributions towards Operational Costs

Subscription Fees
Interest Income
Exchange Gain
Other Income

TOTAL INCOME

EXPENDITURE

Expenditure on Education Programs in China:
Subsidies for School Constructions and Facilities
Teachers Training and Student Sponsorships
Program Implementation Costs

Fund Raising Costs
Administration Costs
Exchange Loss

TOTAL EXPENDITURE

NET INCOME (EXPENDITURE) FOR THE YEAR

2015 2014
HKS HKS$S
30,506,601 27,038,940
5,017,968 4,224,525

76,230 90,872
2,094,881 2,341,903
607,796 -

121,054 69,058
38,424,530 33,765,298
7,956,653 26,303,821
16,481,822 14,163,669
1,931,742 1,893,042
26,370,217 42,360,532
2:155,052 1,915,677
2,197,291 2,174,532
- 2,106,473
30,722,560 48,557,214
7,701,970 (14,791,916)
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STATEMENT OF FINANCIAL POSITION
AT JUNE 30, 2015

NOTES

Non-current assets

Investment property 7

Plant and equipment 8
Current assets

Other receivables, prepayments and deposits

Fixed deposits 9

Bank balances and cash 9
Current liabilities

Other payables and accrued charges
Deferred income

Net current assets

Total assets less current liabilities

Funds

2015 2014

HK$ HKS§
I 1
23,943 79,188
23,944 79,189
1,353,078 793,930
70,254,702 67,214,290
22,387,700 18,743,062
93,995,480 86,751,282
274,574 678,219
900,293 1,009,665
1,174,867 1,687,884
92,820,613 85,063,398
92,844,557 85,142,587
92,844,557 85,142,587

The financial statements on pages 6 to 25 were approved and authorised for issue by the Board of

Directors on August 21, 2015 and are signed on its behalf by:

o on e Lo

DIRECTOR

DIRECTOR 6
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STATEMENT OF CHANGES IN FUNDS
FOR THE YEAR ENDED JUNE 30, 2015

Administration 512 Sichuan Perpetual
Chinese Disaster Fund for Earthquake Education  Perpetual
Education Administration  Development Relief Non-Recurring Relief Aid Operation
Fund Fund Fund Fund Projects Education Fund Fund Fund Total
HKS HK$ HKS HKS$ HKS HK$ HKS HKS HK$
Atluly 1, 2013 75,322,246 6,278,832 7,958,911 7,000,000 1,195,379 770,470 1,398,285 10,380 99,934,503
Net income (expenditure) for the year (15,535,022) (1,451,713) 2,166,506 - 28,013 - 300 (14,791,916)
At June 30, 2014 59,787,224 4,827,119 10,125,417 7,000,000 1,223,392 770,470 1,398,585 10,380 85,142,587
Net income (expenditure) for the year 8,034,049 (950,868) 1,945,703 (1,358,125) 30,111 - 1,100 - 7,701,970
Transfers (1,758,614) 1,253,503 - 2,529,084 (1,253,503) (770,470) 2 = .
At June 30, 2015 66,062,659 5,129,754 12,071,120 8,170,959 - - 1,399,685 10,380 92,844,557
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STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2015

OPERATING ACTIVITIES
Net income (expenditure) for the year
Adjustments for:
Depreciation of plant and equipment
Interest income

Operating cash flows before movements in working capital
(Increase) decrease in other receivables, prepayments and deposits
(Decrease) increase in other payables and accrued charges
Decrease in deferred income

NET CASH FROM (USED IN) OPERATING ACTIVITIES

INVESTING ACTIVITIES
Interest income received
Purchase of plant and equipment

NET CASH FROM INVESTING ACTIVITIES

NET INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS

CASH AND CASH EQUIVALENTS AT BEGINNING
OF THE YEAR

CASH AND CASH EQUIVALENTS AT END OF THE YEAR

ANALYSIS OF THE BALANCES OF CASH AND
CASH EQUIVALENTS

Fixed deposits

Bank balances and cash

2015 2014
HKS$ HKS$
7,701,970 (14,791,916)
70,245 98,521
(2,094,881) (2,341,903)
5,677,334 (17,035,298)
(559,148) 300,742
(403,645) 572,345
(109,372) (408,022)
4,605,169 (16,570,233)
2,094,881 2,341,903
(15,000) (18,586)
2,079,881 2323317
6,685,050 (14,246,916)
85,957,352 100,204,268
92,642,402 85,957,352
70,254,702 67,214,290
22,387,700 18,743,062
92,642,402 85,957,352




SOWERS ACTION
HETE)
(incorporated in Hong Kong with limited liability by guarantee)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30. 2015

L GENERAL

The Company is incorporated in Hong Kong with limited liability by guarantee. The address of the
registered office and principal place of business of the Company is Unit no. 101, 1/F Sunbeam Plaza,
1155 Canton Road, Kowloon, Hong Kong.

The Company continues to engage in fund raising to support the operations of the Education
Program in the People's Republic of China (the "PRC").

The financial statements are presented in Hong Kong dollars, which are the same as the functional
currency of the Company.

2 APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS ("HKFRSs")

The Company has applied the following amendments to HKFRSs and a new Interpretation issued
by the Hong Kong Institute of Certified Public Accountants (the "HKICPA") for the first time in
the current year:

Amendments to HKFRSs Annual Improvements to HKFRSs 2010 - 2012 Cycle
Amendments to HKFRSs Annual Improvements to HKFRSs 2011 - 2013 Cycle
Amendments to HKFRS 10, Investment Entities
HKFRS 12 and HKAS 27
Amendments to HKAS 19 Defined Benefit Plans: Employee Contributions
Amendments to HKAS 32 Offsetting Financial Assets and Financial Liabilities
Amendments to HKAS 36 Recoverable Amount Disclosures for Non-Financial
Assets
Amendments to HKAS 39 Novation of Derivatives and Continuation of
Hedge Accounting
HK(IFRIC) - Int 21 Levies

The application of the above amendments to HKFRSs and new Interpretation in the current year
has had no material impact on the Company's financial performance and positions for the current
and prior years and/or on the disclosures set out in these financial statements.

= T =
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2, APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS ("HKFRSs") - continued

New and revised HKFRS's in issue but not yet effective

The Company has not early applied the following new and revised HKFRSs that have been issued
but are not yet effective:

HKFRS 9 Financial Instruments’
HKFRS 15 Revenue from Contracts with Customers
Amendments to HKFRS 11 Accounting for Acquisitions of Interests in Joint
Operations3
Amendments to HKFRS 9 and Mandatory Effective Date of HKFRS 9 and Transition
HKFRS 7 Disclosures'
Amendments to HKAS 1 Disclosure Initiative’
Amendments to HKAS 16 Clarification of Acceptable Methods of Depreciation and
and HKAS 38 Amortisation’
Amendments to HKAS 16 Agriculture: Bearer Plants’
and HKAS 41
Amendments to HKAS 27 Equity Method in Separate Financial Statements’
Amendments to HKFRS 10 Sale or Contribution of Assets between an Investor and
and HKAS 28 its Associate or Joint Venture’
Amendments to HKFRS 10, Investment Entities: Applying the Consolidation
HKFRS 12 and HKAS 28 Exception’
Amendments to HKFRSs Annual Improvements to HKFRSs 2012 - 2014 Cycle?
' Effective for annual periods beginning on or after January 1, 2018, with earlier application
permitted.
2 Effective for annual periods beginning on or after January 1, 2017, with earlier application
permitted.
3 Effective for annual periods beginning on or after January 1, 2016, with earlier application
permitted.

The directors of the Company anticipate that the application of the new and revised HKFRSs will
have no material impact on the results and the financial position of the Company.

<11
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3. SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared in accordance with HKFRSs issued by the HKICPA
and the Hong Kong Companies Ordinance.

The financial statements have been prepared on the historical cost basis. Historical cost is generally
based on the fair value of the consideration given in exchange for goods and services.

The principal accounting policies are set out below.

Income and expenditure

Income and expenditure is accounted for on an accrual basis, except for donations which are
accounted for on a cash basis.

Interest income from a financial asset is recognised when it is probable that the economic benefits
will flow to the Company and the amount of income can be measured reliably. Interest income is
accrued on a time basis, by reference to the principal outstanding and at the effective interest rate
applicable, which is the rate that exactly discounts the estimated future cash receipts through the
expected life of the financial asset to that asset's net carrying amount on initial recognition.

Plant and equipment

Plant and equipment are stated at cost less accumulated depreciation and impairment loss, if any.

Depreciation is recognised so as to write off the cost of items of plant and equipment less their
residual values over their estimated useful lives, using the straight line method. The estimated useful
lives, residual values and depreciation method are reviewed at the end of the reporting period, with
the effect of any changes in estimate accounted for on a prospective basis.

An item of plant and equipment is derecognised upon disposal or when no future economic benefits
are expected to arise from the continued use of the asset. Any gain or loss arising on the disposal or
retirement of an item of plant and equipment is determined as the difference between the sales
proceeds and the carrying amount of the asset and is recognised in profit or loss.

Investment property

Investment property is a property held to earn rentals and/or for capital appreciation.

Investment property is initially measured at cost, including any directly attributable expenditure.
Subsequent to initial recognition, investment property is stated at cost less subsequent
accumulated depreciation and any accumulated impairment losses. Depreciation is recognised so
as to write off the cost of investment property over its estimated useful live and after taking into
account of its estimated residual value, using the straight line method.

An investment property is derecognised upon disposal or when the investment property is
permanently withdrawn from use and no future economic benefits are expected from its disposals.
Any gain or loss arising on derecognition of the asset (calculated as the difference between the net
disposal proceeds and the carrying amount of the asset) is included in profit or loss in the period in
which the item is derecognised.

-12-
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3. SIGNIFICANT ACCOUNTING POLICIES - continued

Leasing

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

The Company as lessor

Rental income from operating leases is recognised in profit or loss on a straight line basis over the
terms of the relevant lease. Initial direct costs incurred in negotiating and arranging an operating
lease are added to the carrying amount of the leased asset and recognised as an expense on a
straight line basis over the lease terms.

The Company as lessee
Operating lease payments are recognised as an expense on a straight line basis over the lease term,
except where another systematic basis is more representative of the time pattern in which

economic benefits from the leased asset are consumed.

Foreign currencies

In preparing the financial statement of the Company, transactions in currencies other than the
functional currency of the Company (foreign currencies) are recorded in its functional currency
(i.e. the currency of the primary economic environment in which the Company operates) at the
rates of exchanges prevailing on the dates of the transactions. At the end of the reporting period,
monetary items denominated in foreign currencies are retranslated at the rates prevailing at that
date.

Exchange differences arising on the settlement of monetary items, and on the translation of
monetary items, are recognised in profit or loss in the period in which they arise.

Retirement benefit costs

Payments to the Mandatory Provident Fund Scheme are recognised as an expense when
employees have rendered service entitling them to the contributions.

Taxation

The Company is exempted under Section 88 of the Inland Revenue Ordinance from any tax levied in
Hong Kong by reason of being a charitable institution or trust of a public character.

-13 -
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3. SIGNIFICANT ACCOUNTING POLICIES - continued

Impairment losses (other than financial assets)

At the end of the reporting period, the Company reviews the carrying amounts of its tangible
assets to determine whether there is any indication that those assets have suffered an impairment
loss. If any such indication exists, the recoverable amount of the asset is estimated in order to
determine the extent of the impairment loss, if any. Recoverable amount is the higher of fair
value less costs to sell 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 the time value of money and the risks specific to the asset for which the estimates
of future cash flows have not been adjusted.

If the recoverable amount of an asset is estimated to be less than its carrying amount, the carrying
amount of the asset is reduced to its recoverable amount. An impairment loss is recognised
immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to
the revised estimate of its recoverable amount, but so that the increased carrying amount does not
exceed the carrying amount that would have been determined had no impairment loss been
recognised for the asset in prior years. A reversal of an impairment loss is recognised as income
immediately.

Deferred income

Contribution (not including donations for education) received prior to the commencement and
completion of a project is deferred. Upon completion of the project, the contribution net of related
expenses incurred for the project is credited/charged to profit or loss.

Long March for Education Project is an activity jointly hosted by the Company and China Youth
Development Foundation. The income or expenditure arising from contribution for administrative
expenditure and the related administrative expenses incurred prior to the completion of this activity
is deferred and will be recognised to profit or loss when the activity is completed.

Chinese Education Fund

The purpose of the Chinese Education Fund is to support and finance the development of the
Education Program in the PRC.

Administration Fund

The purpose of the Administration Fund is to finance the operational costs of the Company.

Development Fund

The purpose of the Development Fund is to finance the development of the Education Program in
the PRC and the administrative expenditure of the Company.

% 1 s
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3 SIGNIFICANT ACCOUNTING POLICIES - continued

Disaster Relief Fund

The purpose of the Disaster Relief Fund is to finance the urgent needs during the natural disaster in
the PRC.

Administration Fund for Non-Recurring Projects

The purpose of the Administration Fund for Non-Recurring Projects is to provide funding for the
pre-operating administrative expenses incurred for non-recurring projects of the Company.

512 Sichuan Earthquake Relief Education Fund

The purposes of the 512 Sichuan Earthquake Relief Education Fund are to rebuild schools, to
provide basic living necessities to children and to install temporary schooling facilities in the disaster
areas.

Perpetual Education Aid Fund

The purpose of the Perpetual Education Aid Fund is to accumulate and apply its investment income
or interest to support and finance students in the PRC to pursue study.

Perpetual Operation Fund

The purpose of the Perpetual Operation Fund is to accumulate and apply its investment income or
interest for financing any recurring or re-accruing expenditure of the Company and any other costs
that are directly or indirectly required to maintain the daily operation and the existence of the
Company.

Operational Costs

Operational Costs represent the Program Implementation Costs; Fund Raising Costs;
Administration Costs and Other Costs of the Company, which are financed by the Administration
Funds.

Program Implementation Costs include the expenditure of the mainland offices and the China
Service Department; traveling subsidies to work group and other program implementation costs.

Fund Raising Costs include the expenditure of the Promotion and Fund Raising Department; costs
relating to fund raising events; publicity and maintenance of the Company's web page.

Administration Costs include the expenditure of the executive officers; the Finance and
Administration Department; human resources and information technology support; rent and

related expenses of the head office; depreciation; professional fees and other indirect costs.

Other Costs include exchange and investment losses.

& 15z



SOWERS ACTION
i [EAT
(incorporated in Hong Kong with limited liability by guarantee)

3. SIGNIFICANT ACCOUNTING POLICIES - continued

Financial instruments

Financial assets and financial liabilities are recognised in the statement of financial position when
the Company becomes a party to the contractual provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that
are directly attributable to the acquisition or issue of financial assets and financial liabilities are
added to or deducted from the fair value of the financial assets or financial liabilities, as
appropriate, on initial recognition.

Financial assets
The Company's financial assets are loans and receivables.
Effective interest method

The effective interest method is a method of calculating the amortised cost of a debt instrument
and of allocating interest income over the relevant period. The effective interest rate is the rate that
exactly discounts estimated future cash receipts (including all fees paid or received that form an
integral part of the effective interest rate, transaction costs and other premiums or discounts)
through the expected life of the debt instrument, or, where appropriate, a shorter period, to the net
carrying amount on initial recognition.

Interest income is recognised on an effective interest basis for debt instruments.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. Subsequent to initial recognition, loans and receivables
(including other receivables, fixed deposits and bank balances) are measured at amortised cost
using the effective interest method, less any identified impairment losses.

Impairment of financial assets

Financial assets are assessed for indicators of impairment at the end of each reporting period.
Financial assets are considered to be impaired where there is objective evidence that, as a result of
one or more events that occurred after the initial recognition of the financial asset, the estimated

future cash flows of the financial assets have been affected.

Objective evidence of impairment could include:

° significant financial difficulty of the issuer or counterparty;
° branch of contract, such as default or delinquency in interest or principal payments; or
o it becoming probable that the borrower will enter bankruptcy or financial re-organisation.

-16 -
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3. SIGNIFICANT ACCOUNTING POLICIES - continued

Financial instruments - continued

Financial assets - continued
Impairment of financial assets - continued

The amount of the impairment loss recognised is the difference between the asset's carrying
amount and the present value of the estimated future cash flows discounted at the financial asset's

original effective interest rate.

The carrying amount of the financial asset is reduced by the impairment loss directly for all
financial assets.

If, in a subsequent period, the amount of impairment loss decreases and the decrease can be
related objectively to an event occurring after the impairment losses was recognised, the
previously recognised impairment loss is reversed through profit or loss to the extent that the
carrying amount of the asset at the date the impairment is reversed does not exceed what the
amortised cost would have been had the impairment not been recognised.

Financial liabilities

Debt instruments issued by the Company are classified in accordance with the substance of the
contractual arrangements and the definitions of a financial liability.

The Company's financial liabilities are other payables which are subsequently measured at
amortised cost, using the effective interest method.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial liability
and of allocating interest expense over the relevant period. The effective interest rate is the rate
that exactly discounts estimated future cash payments (including all fees paid or received that
form an integral part of the effective interest rate, transaction costs and other premiums or
discounts) through the expected life of the financial liability, or, where appropriate, a shorter
period, to the net carrying amount on initial recognition.

Interest expense is recognised on an effective interest basis.

s 17 =
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3. SIGNIFICANT ACCOUNTING POLICIES - continued

Financial instruments - continued

Derecognition

The Company derecognises a financial asset only when the contractual rights to the cash flows
from the asset expire, or when it transfers the financial asset and substantially all the risks and
rewards of ownership of the asset to another entity.

On derecognition of a financial asset in its entirety, the difference between the asset's carrying
amount and the sum of the consideration received and receivable and the cumulative gain or loss
that had been recognised and accumulated in reserve is recognised in profit or loss.

The Company derecognises financial liabilities when, and only when, the Company's obligations
are discharged, cancelled or expire. The difference between the carrying amount of the financial
liability derecognised and the consideration paid and payable is recognised in profit or loss.

- FINANCIAL INSTRUMENTS

(a) Categories of financial instruments

(b)

2015 2014
HK$ HKS$
Financial assets
Loans and receivables ;
Other receivables 625,237 485,769
Fixed deposits 70,254,702 67,214,290
Bank balances 22,387,700 18,743,062
93,267,639 86,443,121
Financial liabilities
Financial liabilities stated at amortised cost
Other payables 213,000 673,000

Financial risk management objectives and policies

The Company's financial instruments include other receivables, fixed deposits, bank
balances and other payables. Details of these financial instruments are disclosed in
respective notes. The risks associated with these financial instruments include market risk
(currency risk and interest rate risk), credit risk and liquidity risk. The risks associated
with these financial instruments and the policies on how to mitigate these risks are set out
below. Management manages and monitors these exposures to ensure appropriate
measures are implemented on a timely and effective manner. The Company's overall

policies remain unchanged from prior year.

-18 -



SOWERS ACTION
HETE

(incorporated in Hong Kong with limited liability by guarantee)

4. FINANCIAL INSTRUMENTS - continued

(b) Financial risk management objectives and policies - continued

(1) Market risk

(i)

Currency risk

The Company operates in Hong Kong with most of the transactions
denominated and settled in Hong Kong dollars ("HKD"). Certain of other
receivables, fixed deposits and bank balances are denominated in Renminbi
("RMB") which expose the Company to foreign currency risk. The
Company currently does not enter into any derivative contracts to minimise
the currency risk exposure. However, management will consider hedging
significant currency risk should the need arises.

The carrying amounts of the Company's foreign currency denominated
monetary assets and monetary liabilities at the end of the reporting period
are as follows:

Assets Liabilities
2015 2014 2015 2014
HK$ HKS$ HK$ HKS$

RMB 79,000,546 79,654,441 - -

Sensitivity analysis

The following table details the Company's sensitivity to a 5% appreciation
and depreciation in RMB against HKD. 5% is the sensitivity rate used
when reporting foreign currency risk internally to key management
personnel and represents management's assessment of the reasonably
possible change in foreign exchange rates. The sensitivity analysis includes
only outstanding foreign currency denominated monetary items, and adjusts
their translation at the end of the reporting period for a 5% change in
foreign currency rates. A positive number below indicates an increase in
income or a decrease in expenditure where RMB strengthen 5% against
HKD. For a 5% weakening of RMB against HKD, there would be an equal
and opposite impact on the income/expenditure.

RMB
2015 2014
HK$ HK$
Net income (expenditure) for the year 3,950,027 3,982,722
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4, FINANCIAL INSTRUMENTS - continued

(b) Financial risk management objectives and policies - continued

®

(i1)

Market risk - continued

(i)

Interest rate risk

The Company is exposed to fair value interest rate risk in relation to fixed-
rate bank deposits.

The Company also exposed to cash flow interest rate risk in relation to
variable-rate bank balances. It is the Company's policy to keep fixed-rate
deposits so as to minimise fair value interest rate risk.

Sensitivity analysis

The sensitivity analysis below have been determined based on the exposure
to interest rates for non-derivative instruments at the end of end of the
reporting period. For variable-rate bank deposits, the analysis is prepared
assuming the amount of assets outstanding at the end of the reporting
period was outstanding for the whole year. A 10 basis points (2014: 10
basis points) increase or decrease is used when reporting interest rate risk
internally to key management personnel and represents management's
assessment of the reasonably possible change in interest rates.

If interest rates had been 10 basis points (2014: 10 basis points)
higher/lower and all other variables were held constant, the Company's
income for the year ended June 30, 2015 would increase/decrease by
HK$20,287 (2014: HK$16,871). This is mainly attributable to the
Company's exposure to interest rates on its variable-rate bank deposits.

Credit risk

As at June 30, 2015, the Company's maximum exposure to credit risk which will
cause a financial loss to the Company due to failure to discharge an obligation by
the counterparties is arising from the carrying amount of the respective recognised
financial assets as stated in the statement of financial position.

The credit risk on liquid funds is limited because the counterparties are banks with
high-credit ratings assigned by international credit-rating agencies.

Other than concentration of credit risk on liquid funds which are deposited with
several banks with high credit ratings, the Company does not have any other
significant concentration of credit risk.
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4. FINANCIAL INSTRUMENTS - continued
(b) Financial risk management objectives and policies - continued
(iii)  Liquidity risk
In the management of the liquidity risk, the Company monitors and maintains a
level of cash and cash equivalents deemed adequate by the management to finance
the Company's operations and mitigate the effects of fluctuations in cash flows.
All of the Company's financial liabilities are repayable on demand.

(c) Fair value measurements of financial instruments

The fair values of financial assets and financial liabilities are determined in accordance
with generally accepted pricing models based on discounted cash flow analysis.

The directors of the Company consider that the carrying amounts of financial assets and
financial liabilities recognised in financial statements approximate their fair values.
3 TAXATION
No provision for Hong Kong Profits Tax has been made in the financial statements of the

Company as the Company is an approved charitable institution. It is exempted from payment of
tax by virtue of Section 88 of the Inland Revenue Ordinance.

6. NET INCOME (EXPENDITURE) FOR THE YEAR

2015 2014
HK$ HKS$
Net income (expenditure) for the year was arrived
at after charging (crediting):
Directors' remuneration - -
Other staff costs 3,307,918 3,161,081
Retirement benefit scheme contributions, excluding
contributions for directors 357,558 366,276
Total staff costs 3,665,476 3,527,357
Auditor's remuneration 50,000 -
Depreciation of plant and equipment 70,245 98,521
Rental income from an investment property, net of
negligible outgoing (78,000) (26,000)
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7. INVESTMENT PROPERTY
HK$

COST
At July 1, 2013, June 30, 2014 and June 30, 2015 1

ACCUMULATED DEPRECIATION
At July 1, 2013, June 30, 2014 and June 30, 2015 -

CARRYING VALUES
At June 30, 2015 1

At June 30, 2014 1

The property has been leased out to earn rental income to subsidise the daily operations of the
Company.

The fair value of the investment property at June 30, 2015 was HK$2,800,000 (2014:
HK$2,120,000). The valuation was determined by the directors with reference to recent market
transactions for similar properties in the similar locations and conditions. There has been no
change of the valuation technique used in the prior year.

In estimating the fair value of the property, the highest and best use of the property is their current
use.

Details of the Company's investment property and information about the fair value hierarchy are

as follows:
Carrying Level 3
value as at Fair value Fair value
6.30.2015 as at as at
and 2014 6.30.2015 6.30.2014
HKS$ HKS$ HK$
1/F, 204 Hang Tau, North, New Territories,
Hong Kong 1 2,800,000 2,120,000

There were no transfers into or out of Level 3 during the year.
The above investment property is depreciated on a straight line basis over the lease terms.

The investment property is situated on land under medium-term lease in Hong Kong,
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. PLANT AND EQUIPMENT

Leasehold
improvements
HKS$

COST
AtJuly 1, 2013 302,147
Additions )
At June 30, 2014 302,147
Additions -
At June 30, 2015 302,147
DEPRECIATION
AtlJuly 1, 2013 302,147
Provided for the year g
At June 30, 2014 302,147
Provided for the year -
At June 30, 2015 302,147
CARRYING VALUES

At June 30, 2015 L

At June 30, 2014 -

Furniture
and

equipment
HK$

497,730
18,586

516,316
15,000

331,316

338,607
98,521

437,128
70,245

507,373

Total
HKS$

799,877
18,586

818,463
15,000

833,463

640,754
98,521

TIR20S
70,245

809,520

The above items of plant and equipment are depreciated on a straight line basis at the following

rates per annum:

Leasehold improvements 25%
Furniture and equipment 20% - 25%

9. FIXED DEPOSITS/BANK BALANCES

Fixed deposits and bank balances include short-term bank deposits with an original maturity of
three months or less. The deposits carry interest at prevailing market rate ranging from 0.01% to

4.20% (2014: 0.01% to 3.23%) per annum.
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10.

OPERATING LEASE COMMITMENT/ARRANGEMENT

The Company as lessee

The minimum lease payments under operating leases in respect of the office premises and
photocopier during the year amounting to HK$422,316 (2014: HK$407,796).

At the end of the reporting period, the Company had commitments for future minimum lease

payments under non-cancellable operating leases which fall due as follows:

2015

HK$
Within one year 73,022
In the second to fifth year inclusive 49,950

122,972

2014
HKS$

426,428
99,309

525,737

Operating lease payments represent rentals payable by the Company for its office premises and
office equipment. Leases are negotiated and fixed for an average term of two years and five years

respectively.

The Company as lessor

Property rental income earned during the year, net of negligible outgoing, was HK$78,000 (2014:

HK $26,000).

At the end of reporting period, the Company had contracted with tenants for the following future

minimum lease payments:

2015

HKS$
Within one year 78,000
In the second to fifth year inclusive 52,000
130,000

2014
HK$

78,000
130,000

208,000
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L1

12.

OTHER COMMITMENTS
2015 2014
HKS$ HK$
Commitments to contribute funds to the Education
Programs in the PRC:
Contracted but not provided for 31,233,676 13,415,232
Authorised but not contracted for 41,044,459 48,689,076
72,278,135 62,104,308

RELATED PARTY TRANSACTIONS

Other than the remuneration of key management personnels during the year stated as follows, the

directors are not aware of any other related party transactions for both years.

2015

HKS$
Short-term benefits 802,027
Post-employment benefits 258,273

837,800

S

201

HK

&2

857,670
30,275

887,945
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