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Watchdog Limited
Year ended 31 March 2018

Report of the Executive Committee

The Executive Committee submit herewith its annual report together with the audited
financial statements for the year ended 31 March 2018.

Principal place of business

Watchdog Limited (“the company”) is incorporated and domiciled in Hong Kong and has
its registered office and principal place of business at G/F, 12 Borrett Road, Central,
Hong Kong.

Principal activities

The company is a charitable institution limited by guarantee. lIts aim is to provide early
education to mentally handicapped children.

Executive Committee and office bearers

The members of the Executive Committee and the offices held by them, where
appropriate, are set out below:

Amanda Wong, Chairperson

Anissa Wong, Vice-Chairperson (appointed on 4 December 2017)
Kitty So, Vice-Chairperson (resigned on 4 December 2017)
Shella Cheng, Secretary

Judy Tong, Treasurer (appointed on 4 December 2017)
Minnie Ling, Treasurer (resigned on 4 December 2017)
Sandra Au Yeung

Dorothy Fan

Judy Tong (appointed on 4 December 2017)

All members of the Executive Committee now retire in accordance with the articles of
association which provide that each member may be re-elected.

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

Under the provisions of the company’s memorandum and articles of association, no
member of the Executive Committee is permitted to hold any office of profit in the
company.

Indemnity of Executive Committee
A permitted indemnity provision (as defined in section 469 of the Hong Kong Companies

Ordinance) for the benefit of the members of Executive Committee of the company is
currently in force and was in force throughout this year.
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Executive Committee members’ interests in transactions, arrangements or
contracts

No transaction, arrangement or contract of significance to which the company was a
party and in which a member of Executive Committee had a material interest subsisted
at the end of the year or at any time during the year.

Auditors

KPMG retire and, being eligible, offer themselves for re-appointment. A resolution for

the re-appointment of KPMG as honorary auditors is to be proposed at the forthcoming
Annual General Meeting.

By order of the Executive Committee

Amanda Wong
Chairperson

Hong Kong,
NOV
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Independent auditor’s report to the members of
Watchdog Limited

(Incorporated in Hong Kong and limited by guarantee)

Opinion

We have audited the financial statements of Watchdog Limited (“the company”) set out
on pages 6 to 31, which comprise the statement of financial position as at 31 March
2018, the statement of income and expenditure and other comprehensive income, the
statement of changes in accumulated funds and the cash flow statement for the year
then ended and notes to the financial statements, including a summary of significant
accounting policies.

In our opinion, the financial statements give a true and fair view of the financial position
of the company as at 31 March 2018 and of the company’s financial performance and
cash flows for the year then ended in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the Hong Kong Institute of Certified Public Accountants
(“HKICPA") and have been properly prepared in compliance with the Hong Kong
Companies Ordinance.

Basis for opinion

We conducted our audit in accordance with Hong Kong Standards on Auditing
(“HKSASs") issued by the HKICPA. Our responsibilities under those standards are further
described in the Auditor’s responsibilities for the audit of the financial statements section
of our report. We are independent of the company in accordance with the HKICPA's
Code of Ethics for Professional Accountants (“the Code”) and we have fulfilled our other
ethical responsibilities in accordance with the Code. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our opinion.

Information other than the financial statements and auditor’s report thereon

The Executive Committee is responsible for the other information. The other information
comprises all the information included in the annual report, other than the financial
statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we do
not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the
other information and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or our knowledge obtained in the audit or
otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have
nothing to report in this regard.
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Independent auditor’s report to the members of
Watchdog Limited (continued)

(Incorporated in Hong Kong and limited by guarantee)

Responsibilities of the Executive Committee for the financial statements

The Executive Committee is responsible for the preparation of the financial statements
that give a true and fair view in accordance with HKFRSs issued by the HKICPA and the
Hong Kong Companies Ordinance and for such internal control as the Executive
Committee determine is necessary to enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Executive Committee is responsible for
assessing the company’s ability to continue as a going concern, disclosing, as
applicable, matters related to going concern and using the going concern basis of
accounting unless the directors either intend to liquidate the company or to cease
operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes our opinion. This report is made
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.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with HKSAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with HKSAs, we exercise professional judgement and
maintain professional skepticism throughout the audit. We also:

- Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations or the override of
internal control.
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Independent auditor’s report to the members of
Watchdog Limited (continued)

(Incorporated in Hong Kong and limited by guarantee)

Auditor’s responsibilities for the audit of the financial statements
(continued)

Obtain an understanding of internal control relevant to the audit 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 company’s internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures made by the directors.

Conclude on the appropriateness of the directors’ use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the company’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditor’s report
to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or
conditions may cause the company to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

We communicate with the directors regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that we identify during our audit.

Vo

Certified Public Accountants

8th Floor, Prince’s Building
10 Chater Road
Central, Hong Kong

NOV



| T

‘SjusWaje}s |eloueul} asay} Jo Yed wioyj g 0} || sebed uo ssjou ay |

9

zse' L1l G8¥'986'L $  Z8l'c66 £6£'795 000'669'C $  ¥0.'229'C (ocg'06't) ¢ (zL9'soz't) ¢
£50'v81 0ze'vzl $ - - £50'v81 $ oze'vel - $ - $
£50'781 0ze'velL $ - » £50'781 $ oze'vel i $ - $
662'€ES'L GoL'zo8'L ¢  Z8l'ce6 £6€'795 lv6'01S'C  $  ¥8£'€05'T (ogg'06't) ¢ (z19'602'L) ¢
Z£€'005'61 L1G'6¥8'6L $  08G'GEE Y0v'9ve 0z6'L12 $ 60L'18L zeg'zge'sl $ 0 voo'zze'sl ¢
£68'2/6'L 89z'/€L'T 085'Gee Y0v'9ve 0z6'LLe 601'18L £6€'Gzy'L GG2'609'L
6EY'L2G'LL evz'ziL'LL $ - B = $ - 6EV' LTS LL $  evZTiL'LL $
(¥8¢'652) z65'TeY $ - 3 4 $ - (¥8¢'552) $ zee'zey $
G10'682°L2 o6z'6l2'le $  79L'szel 161'016 198'zzl'c $  €6¥'¥89'C 98c'/€2'2/L $ 000'¥89'ZL $
Lre'gelL'y 819'/€9'v - - 8€G' 1P/ L16'L16'L £08'2.€'C 192'6LL'
v19'€9L'LL Zl9'L¥9'9L §  zol'ges’l 162016 62£'G.6 $  9/6'99/ £85'6G8'vL $  6EZV96VL $
2102 8L0Z 102 810z 102 810z /102 810z

[ejol pund ayoeds pun4 [ejided pund jejaus9

I

8102 Yoty LE papus ieak ay} 1o) SjusWIS)e]s [eloueul
paywir] Bopyozem

T )

i =

[ [

Jeak
ayj 10} awooul aAisuayaidwo9 |ejo |

Jeak
ay} Jo} awoduj aAIsuayaidwod 18y30

aAJeSal BN|eA liej ay) Ul Juswanow N —
:S81}1IN08S 8|es-10}-9|qe|leny

:sS0/
Jo jijoid 0} payissejoal aq Aew jey; wayy

awooul aAlsuayaidwod By

1eah ayj Joj snjdans/(30132Q)

lejoL

sasuadxa Bunelado Jayi0
S}s09 Jels

ainjipuadxg

(sso))/ureb abueyoxs JoN
(ssoj)juieb jau 1ay30
lejoL

anuaAal Jayj0
anuanal Jo sa2Inos |edidulid

awoouj

(s4ejjop buoy] buoH ur passaidx3)

810Z Y2Jel\ LE papus Jeak ay) o)
awiooul anlsuayaidwod Jayjo pue ainjpuadxa pue awoosul Jo Juswale)s

¥




L
¥9L'G¥8'6  $  6¥Z'Ze8'LL $  L18'198'G $  $0Z'9Z¥'9 LEV'9/6'C  $  LPL'POT'Y 91G'20¥ $ vo6'L0Z'L S13SSV 13N
708'¢6L'L $ G80'086'6 $  T69'86Z'G ¢  9€€°/60'0 GG8'882'C $  6£2'6.1'C 1G2'9ve $ o0L5'060°L ¢ S)osSE JUaLINI J8N
78G'/¥9'L ¢  Gss'9eTL ¢ - $ - - $ - 28G'/P9'L ¢ 6eg'9gz'L  $ sasuadxa paniooe pue ss|qefed Jayj0
Apger yusang
oge'lyy'6  $  0p9'9LZ'LL $  269'852'G  $  9€€'/60'9 G68'882'c $  6£2'76.'C 6£8'¢68'L $ §90'22eC  $
Z80'€lS'S G67'6£0'C 162'621'C 9€€'/6 668'882'C ¥2e'6vS 0€6'760') GE8'Z6E’L (e)zL sjusjeAinbe yseo pue yseo
G6c'62L'e GlL6'zre's G6E'6ZL'E 000'000'9 5 GlL6'cre'T e 8 (e)zL paoe(d uaym syjuow
921y} puohaq buunjew sysodaq
€19'21 €/9'21 - - - - £19'21 £19'/1 siisodap Ayinn
9€Z'18. $ 185916 $ - $ - ¢ $ - 9ez'18/ $  165'9l6 $ sjuswAedsid pue se|qeAoal Jayl0
s)asse jualind
096'160'C $ t¥91'268'L $  6LL'€09 $  g98'gze 786'/82'L $  206'LL¥L 66Z'19L $  vee'LLl $
8.€'v9/ 29Z'0vY 6L1'€09 898'8Z¢ = - 652'191 v6E'LLL L juswdinbs pue jueld
286'/8Z'L $ 2o6'LL¥L 0§ - $ - 786'/82L $  206'LL¥L 5 $ - $ 0l SI)INDSS Ul SjuBLIISaAU|
S)9SSe JuaLInNd-uoN
2102 810z L0z 8102 2102 8102 2102 8102 ajoN
1ejol pun4 aioads pun- |ejide) pun- jeisuss)
(s1ejjop buoy buo ui pessa.idxy)
8102 ydJel\ L¢ ye uonisod |eloueuly Jo Juswsle}s
8102 Yaiey LE papus Jeah ayj 1o} Sjuswisje)s [eloueul-|
paywi] bopyorem
- i r = — [ — [ — i L | i ] ] |1 1 | || ¥



8
‘sjuswaje)s |eloueul) 8say} jo ped wioj Lg 03 || sebed uo sejou ay |
Jainseal] "UoH uositadiieyn
mcoh\mv:_, Buopn epuely
@ A— %
:Aq Jleyaq s) uo paubis alem pue 810¢ AON 6 ¢ UO S9JILIWOY SAIINOSXT 8y}

Aq anssj Joj pesiioyine pue paroidde alem ¢ 0} 9 sebed Uo N0 Jos sjusWale]s [eloueUl) 8y |

¥9.'6¥8'6 $  6vZzes'tl $ Lig'le8's ¢ voz'oeyr's ¢ lev'9/G'e § Lvi'voz'y  $  9l§'L0v $ voe'l0z'L % SANN4d d3LvinINNoov
€ee'Lye €69'LLY - - €ee’Lve €G9'LLY - - Gl 9Al3Sal aNjeA died
lev'ger's  $  965'09¢'LL $ L18'198's  $  v0T'9zy'9 $  pOl'6ze'e ¢ esv'zel'e ¢ 9lSLov $ voe'loZ'L ¢ ¢l sn|dins paje[nwinaoy
:Aq pajussalday
2102 8Loz 2i02 8Loc Zl0e 8L0c A4 8Loc 8]JON
/ejol pun- o1j108ds pun4 [ejden pun- [eious9s

(ssejjop buoy buoH ur pessaidx3)
(Penunuod) g0z yoJel L je uonisod [eloueul Jo Juswisie)s

8102 Yoieyy LE papus ieaA ayj Joj SjusLua)e)s [ejoueul-{
pajiwi7 Bopyojeim

N 4 | r ) T 1 | | — | [ [ | B 0 | — B 1 . | ! ¥ T |



—

Watchdog Limited
Financial statements for the year ended 31 March 2018

Statement of changes in accumulated funds

for the year ended 31 March 2018
(Expressed in Hong Kong dollars)

General Capital Specific
Fund Fund Fund Total

Balance at1 April 2016 $ 378,346 $ 2,881,437 $ 4,868,629 $ 8,128,412
Changes in accumulated
funds account for

2016/2017:

Total comprehensive
income for the year (1,970,830) 2,695,000 993,182 1,717,352

Balance before transfer  $(1,592,484) $ 5,576,437 $ 5,861,811 $ 9,845,764

Inter-fund transfer 2,000,000 (2,000,000) - -

Balance at 31 March 2017
and 1 April 2017 $ 407516 $ 3,576,437 $ 5,861,811 $ 9,845,764

Changes in accumulated
funds account for
2017/2018:

Total comprehensive
income for the year (1,205,612) 2,627,704 564,393 1,986,485

Balance before transfer $ (798,096) $ 6,204,141 $ 6,426,204 $11,832,249

Inter-fund transfer 2,000,000 (2,000,000) - -

Balance at 31 March 2018 $ 1,201,904 $ 4,204,141 $ 6,426,204 $11,832,249

The notes on pages 11 to 31 form part of these financial statements.
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Cash flow statement

for the year ended 31 March 2018

(Expressed in Hong Kong dollars)

Operating activities
Cash generated from operations

Net cash generated from operating
activities

Investing activities

Payment for purchase of plant and
equipment

Interest received

Dividends received from investments in
securities

(Increase)/decrease in deposits maturing
beyond three months when placed

Net cash (used in)/generated from
investing activities

Net (decrease)/increase in cash and
cash equivalents

Cash and cash equivalents at 1 April

Cash and cash equivalents at 31 March

Note

12(b)

12(a)

Watchdog Limited
Financial statements for the year ended 31 March 2018

2018 2017

$ 1,060,748 $ 2,182,644
$ 1,060,748 $ 2,182,644
$  (56,941) $ (461,473)
151,075 145,500
53,889 51,893
(4,682,358) 1,243,849

$ (4,534335) $ 979,769
$ (3,473587) $ 3,162,413
5,513,082 2,350,669
$ 2039495 $ 5,513,082

The notes on pages 11 to 31 form part of these financial statements.

10
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Watchdog Limited
Financial statements for the year ended 31 March 2018

Notes to the financial statements
(Expressed in Hong Kong dollars)

Status of the company

The company is limited by guarantee, such that under the provisions of the company’s
memorandum of association, every member shall, in the event of the company being
wound up, contribute such amount as may be required to meet the liabilities of the
company but not exceeding $100 per member.

The company has been granted charitable institution status for the purposes of the
Inland Revenue Ordinance and is exempt from Hong Kong taxation.

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 company 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 company. Note 2(c)
provides information on any changes in accounting policies resulting from initial
application of these developments to the extent that they are relevant to the company for
the current and prior accounting periods reflected in these financial statements.

Basis of preparation of financial statements
The measurement basis used in the preparation of the financial statements is the
historical cost basis except that the following assets are stated at their fair value as

explained in the accounting policies set out below:

- financial instruments classified as available-for-sale equity securities (see
note 2(d)).

11
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Watchdog Limited
Financial statements for the year ended 31 March 2018

Significant accounting policies (continued)

The preparation of financial statements in conformity with HKFRSs requires Executive
Committee 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.

Changes in accounting policies

The HKICPA has issued a number of amendments to HKFRSs that are first effective for
the current accounting period of the company. None of these developments have had a
material effect on how the company’s results and financial position for the current or prior
periods have been prepared or presented.

The company has not applied any new standard or interpretation that is not yet effective
for the current accounting period.

Investments in debt and equity securities

Investments are recognised/derecognised on the date the company commits to
purchase/sell the investments or they expire. Investments in debt and equity securities
are initially stated at fair value, which is their transaction price unless it is determined that
the fair value at initial recognition differs from the transaction price and that fair value is
evidenced by a quoted price in an active market for an identical asset or liability or based
on a valuation technique that uses only data from observable markets. Cost includes
attributable transaction costs. These investments are subsequently accounted for as
follows, depending on their classification:

Available-for-sale equity securities

Investments in equity securities, being those held for non-trading purposes, are
classified as available-for-sale equity securities. At the end of each reporting period the
fair value is remeasured, with any resultant gain or loss being recognised in other
comprehensive income and accumulated separately in equity in the fair value reserve.

Dividend income from equity securities is recognised in profit or loss in accordance with
the policies set out in note 2(k).

12




Watchdog Limited
Financial statements for the year ended 31 March 2018

Significant accounting policies (continued)

When there is objective evidence that available-for-sale equity securities are impaired,
the cumulative loss that has been recognised in the fair value reserve is reclassified to
profit or loss. The amount of the cumulative loss that is recognised in profit or loss 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
profit or loss. Objective evidence of impairment includes observable data that comes to
the attention of the company concerning the underlying financial stability of the investee
as well as a significant or prolonged decline in the fair value of an investment below its
cost.

Impairment losses recognised in profit or loss in respect of available-for-sale equity
securities are not reversed through profit or loss. Any subsequent increase in the fair
value of such assets is recognised directly in other comprehensive income.

When the investments are derecognised, the cumulative gain or loss recognised in
equity is reclassified to profit or loss.

Plant and equipment

Plant and equipment are stated at cost less accumulated depreciation and impairment
losses.

Deprecation is calculated to write off the cost of items of plant and equipment, less their
estimated residual values, if any, using the straight line method over their estimated
useful lives as follows:

- Leasehold improvement 4 years or over the lease terms
- Furniture and fixtures 4 years
- Office equipment 4 years

Both the useful life of an asset and its residual value, if any, are reviewed annually.

The carrying amounts of plant and equipment are reviewed for indications of impairment
at the end of each reporting period. An impairment loss is recognised in profit or loss if
the carrying amount of an asset, or the cash-generating unit to which it belongs, exceeds
its recoverable amount. The recoverable amount of an asset, or of the cash generating
unit to which it belongs, is the greater of its fair value less costs of disposal 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 assets. An impairment loss is
reversed if there has been a favourable change in estimates used to determine the
recoverable amount.

Gains or losses arising from the retirement or disposal of an item of plant and equipment
are determined as the difference between the net disposal proceeds and the carrying
amount of the item and are recognised in profit or loss on the date of retirement or
disposal.

13
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Watchdog Limited
Financial statements for the year ended 31 March 2018

Significant accounting policies (continued)
Operating lease charges

When the company has the use of assets held under operating leases, payments made
under the leases are charged to profit or loss in equal instalments over the accounting
periods covered by the lease term. Lease incentives received are recognised in profit or
loss as an integral part of the aggregate net lease payments made.

Receivables

Receivables are initially recognised at fair value and thereafter stated at amortised cost
using the effective interest method, less allowance for impairment of doubtful debts,
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 case,
the receivables are stated at cost less allowance for impairment of doubtful debts.

Impairment losses for bad and doubtful debts are recognised when there is objective
evidence of impairment and are measured as the difference between the carrying
amount of the financial asset and the estimated future cash flows, discounted at the
asset’s original effective interest rate where the effect of discounting is material.
Objective evidence of impairment includes observable data that comes to the attention of
the company about events that have an impact on the asset’s estimated future cash
flows such as significant financial difficulty of the debtor.

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.

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, these amounts are stated at their present
values.

14
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Watchdog Limited
Financial statements for the year ended 31 March 2018

Significant accounting policies (continued)

Revenue recognition

Government subventions, donations from The Community Chest of Hong Kong and fees
from regular subverted program and Saturday/Self-financing program are accounted for
on an accrual basis.

Interest income is recognised as it accrues using the effective interest method.
Donations and other income are recognised when the company becomes entitled to the
donations and other income and it is probable that they will be received, which is

generally upon receipt of cash.

Dividend income from listed investments is recognised when the share price of the
investment goes ex-dividend.

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 and non-monetary assets and liabilities denominated in foreign
currencies that are stated at fair value are translated at the foreign exchange rates ruling
at the end of the reporting period. Exchange gains and losses are recognised in profit or
loss.

Related parties

(a) A person, or a close member of that person’s family, is related to the company if
that person:

(i)  has control or joint control over the company;
(i)  has significant influence over the company; or

(iif) is a member of the key management personnel of the company or the
company’s parent.

15
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Watchdog Limited
Financial statements for the year ended 31 March 2018

Significant accounting policies (continued)

(b) An entity is related to the company if any of the following conditions applies:

(i)

(ii)

(vi)
(vii)

(viii)

The entity and the company are members of the same group (which means
that each parent, subsidiary and fellow subsidiary is related to the others).

One entity is an associate or joint venture of the other entity (or an associate
or joint venture of a member of a group of which the other entity is a
member).

Both entities are joint ventures of the same third party.

One entity is a joint venture of a third entity and the other entity is an
associate of the third entity.

The entity is a post-employment benefit plan for the benefit of employees of
either the company or an entity related to the company.

The entity is controlled or jointly controlled by a person identified in (a).
A person identified in (a)(i) has significant influence over the entity or is a
member of the key management personnel of the entity (or of a parent of the

entity).

The entity, or any member of a group which it is part, provides key
management personnel services to the company or to the company’s parent.

Close members of the family of a person are those family members who may be
expected to influence, or be influenced by, that person in their dealings with the entity.

Funds managed by the company

General fund

The fund is used to finance the general running of the Early Education and Training

Centre.

Capital fund

The fund represents income received which is to cover the deficiency in general fund.

Specific fund

The fund represents donations received which is to be used in accordance with the
donors’ wishes.
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Watchdog Limited
Financial statements for the year ended 31 March 2018

Other donations

The amounts represent donations received during the year from the following sources:

2018 2017
Capital Fund:
Discovery Bay Recreation Club Limited $ 103,936 $ 458,091
Mr. Wa Shan Chang - 100,000
The Hong Kong Cricket Club - 64,900
Mr. Diwu Zhu & Ms. Xiangli Hu 100,000 -
Ms. Mun Yi Fung 50,000 -
Ms. Purviz Rusy Shroff 40,000 -
Others 472,640 352,338

$ 766,576 $ 975,329

Specific Fund:

Swire Group Charitable Trust $ 333,333 $ 400,000
Kang Yun Foundation (Hong Kong) Company

Limited 310,140 308,120
Taifair Capital Services Limited - 150,000
Fu Tak Lam Foundation Limited - 105,934
The Italian Women’s Association - 80,000
Goldman Sachs (Asia) LLC 49 448 70,050
Knorr-Bremse Asia Pacific (Holding) Limited - 55,007
The Ohel Leah Synagogue Charity 50,000 50,000
The American Women's Association 40,500 36,200
PVH Asia Limited - 24,700
Sarjan Charity Foundation 80,000 -
Others 47,376 48,751

$ 910,797 $ 1,328,762

$ 1,677,373 $ 2,304,091
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Executive Committee members’ emoluments

Watchdog Limited
Financial statements for the year ended 31 March 2018

Executive Committee members’ emoluments disclosed pursuant to section 383 of the

Hong Kong Companies Ordinance and Part 2 of the Companies (Disclosure of

Information about Benefits of Directors) Regulation is as follows:

2018 2017
Fees $ Nil $ Nil
Other emoluments Nil Nil
Investments in securities

2018 2017
Available-for-sale equity securities
- Listed in Hong Kong (note 18(e)(i)) $ 1,411,902 $ 1,287,582
Fair value of individually impaired

available-for-sale equity securities $ 1,179,818 $ 1,112,399

As at 31 March 2018 and 2017, certain of the company’s available-for-sale equity
securities were individually determined to be impaired on the basis of a material decline

in their fair value below cost and adverse changes in the market in which these

investees operated which indicated that the cost of the company’s investment in them
may not be recovered. Impairment losses on these investments were recognised in

profit or loss in accordance with policy set out in note 2(d).
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Plant and equipment

Cost:

At 1 April 2016
Additions

At 31 March 2017

Accumulated
depreciation:

At 1 April 2016
Charge for the year

At 31 March 2017

Net book value:

At 31 March 2017

Cost:

At 1 April 2017
Additions
Disposals

At 31 March 2018

Accumulated
depreciation:

At 1 April 2017
Charge for the year

Written back on disposals

At 31 March 2018

Net book value:

At 31 March 2018

Watchdog Limited

Financial statements for the year ended 31 March 2018

Leasehold Furniture Office
improvement  and fixtures equipment Total
$ 5621,710 $ 387,728 $ 750,817 $ 6,760,255
137,400 26,924 297,149 461,473
$ 5759110 $ 414652 $ 1,047,966 $ 7,221,728
$ 5125987 $ 387,728 $ 609,115 $ 6,122,830
240,156 2,846 91,518 334,520
$ 5366,143 $ 390,574 $ 700,633 $ 6,457,350
$ 392967 $ 24078 $ 347,333 $ 764,378
Leasehold Furniture Office
improvement  and fixtures equipment Total
$ 5759110 $ 414652 $ 1,047,966 $ 7,221,728
3,500 19,213 34,228 56,941
(630,000) (201,979) (157,944) (989,923)
$ 5132610 $ 231,886 $ 924250 $ 6,288,746
$ 5366,143 $ 390,574 $ 700,633 $ 6,457,350
263,835 7,697 109,525 381,057
(630,000) (201,979) (157,944) (989,923)
$ 4999978 $ 196,292 $ 652,214 $ 5,848,484
$ 132632 $ 35594 $ 272,036 $ 440,262
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Watchdog Limited
Financial statements for the year ended 31 March 2018

Deposits maturing beyond three months when placed and cash and cash
equivalents

Deposits maturing beyond three months when placed and cash and cash
equivalents comprise:

2018 2017
Deposits maturing beyond three months when
placed $ 8,242,915 $ 3,129,395
Deposits maturing within three months when
placed $ 316,355 $ 3,337,815
Cash at bank and on hand 1,723,140 2,175,267
Cash and cash equivalents in the statement of
financial position and the cash flow statement $ 2,039,495 $ 5,513,082

Reconciliation of surplus for the year to cash generated from operations:

Note 2018 2017
Surplus for the year $ 1,862,165 $ 1,533,299
Adjustments for:
Interest income 5 (151,075) (104,986)
Dividend income 5 (53,889) (51,893)
Depreciation 7 381,057 334,520
Foreign exchange (gain)/loss (431,162) 257,392
Changes in working capital:
Increase in other receivables and
prepayments (135,321) (187,378)
(Decrease)/increase in other payables
and accrued expenses (411,027) 401,690
Cash generated from operations $ 1,060,748 $ 2,182,644
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Watchdog Limited
Financial statements for the year ended 31 March 2018

~ Accumulated Surplus - General Fund

At 31 March 2018, the accumulated surplus in General Fund was represented by the
following reserve items:

2018 2017
Lotteries Fund Block Grant Reserve (note 14) $ 18,851 $ 116,410
Surplus fund transferred in from Capital Fund 1,187,458 295,886
Deficit subvention (4,405) (4,780)

$ 1,201,904 $ 407,516

Lotteries Fund Block Grant Reserve

2018 2017
At 1 April $ 116,410 $ 111,550
Block Grant received during the year (note 4) 80,000 77,000
Interest income received during the year 1 -
Expenditure during the year (177,560) (72,140)
At 31 March $ 18,851 $ 116,410

Block Grant received during the year included $80,000 (2017: $77,000) recognised in
General Fund.

Expenditure during the year included repair and maintenance expense of $177,560
(2017: $24,140) and plant and equipment of $Nil (2017: $48,000) recognised in the
General Fund.

Fair value reserve

2018 2017
Available-for-sale equity securities:
At 1 April $ 347,333 $ 163,280
Changes in fair value recognised during the year 124,320 184,053
At 31 March $ 471,653 $ 347,333

Fair value reserve
The fair value reserve comprises the cumulative net change in fair value of available-for-

sale equity securities held at the end of the reporting period and is dealt with in
accordance with the accounting policies in note 2(d).
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Watchdog Limited
Financial statements for the year ended 31 March 2018

Social Welfare Development Fund

The cash changes in Social Welfare Development Fund are disclosed as follows:

Phase Il
2018 2017
At 1 April $ 339,320 $ 321,390
Allocation received during the year - 112,710
Contributions made by the company during the
year 53,873 -
Interest income received 3 4
Expenditure during the year (121,985) (94,784)
At 31 March $ 271,211 $ 339,320

Expenditure during the year included staff costs of $21,000 (2017: $Nil), IT expense of
$100,985 (2017: $78,355) and training expense of $Nil (2017: $16,429) recognised in
the General Fund.

Phase Il

2018 2017
At 1 April $ 51,648 $ -
Allocation received during the year 306,268 75,200
Interest income received 2 -
Expenditure during the year (119,600) (23,552)
At 31 March $ 238,318 $ 51,648

Expenditure during the year included staff costs of $8,450 (2017: $Nil) and training
expense of $111,150 (2017: $23,552) recognised in the General Fund.
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Watchdog Limited
Financial statements for the year ended 31 March 2018

Pilot Scheme on On-Site Pre-School Rehabilitation Services (“Pilot
Scheme”)

The cash changes in Pilot Scheme is disclosed as follows:

Under Lotteries Fund

2018 2017
At 1 April $ 191,743 $ 206,356
Allocation received during the year 1,190,625 1,587,500
Expenditure during the year (1,382,184) (1,602,113)
At 31 March $ 184 $ 191,743

Expenditure during the year included staff costs of $1,364,576 (2017: $1,590,943),
insurance expense of $5,785 (2017: $8,625), travelling expense of $2,640 (2017:
$2,545) and program expense of $9,183 (2017: $Nil) recognised in the General Fund.

Financial risk management and fair values of financial instruments
Exposure to credit, liquidity and interest rate risks arises in the normal course of the
company’s business. The company is also exposed to equity price risk arising from its

equity investments in other entities.

The company’s exposure to these risks and the financial risk management policies and
practices used by the company to manage these risks are described below.

Credit risk

The company’s credit risk is primarily attributable to other receivables and prepayments.
Normally, the company does not obtain collateral from its debtors.
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Financial statements for the year ended 31 March 2018

18 Financial risk management and fair values of financial instruments
‘ (continued)

(b) Liquidity risk

The company is responsible for its own cash management. The company’s policy is to
regularly monitor its liquidity requirements to ensure that it maintains sufficient reserves
of cash to meet is liquidity requirements in the short and longer term.

The following table details the remaining contractual maturities at the end of the
reporting period of the company’s financial liabilities, which are based on contractual
undiscounted cash flows (including interest payments computed using contractual rates
or, if floating, based on rates current at the end of the reporting period) and the earliest
date of the company can be required to pay:

2018
Contractual undiscounted
cash outflow

Within Carrying
1 year or amount
on demand Total at 31 March
Other payables and accrued
expenses $ 1,236,555 $ 1,236,555 $ 1,236,555
2017

Contractual undiscounted
cash outflow

Within Carrying
1 year or amount
on demand Total at 31 March
Other payables and accrued
expenses $ 1,647,582 $ 1,647,582 $ 1,647,582

(c) Interest rate risk
The company is exposed to interest rate risk only to the extent that it earns bank interest

on cash and deposits and as such, is considered not to expose to significant interest rate
risk.
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Financial statements for the year ended 31 March 2018

Financial risk management and fair values of financial instruments
(continued)

Equity price risk

The company is exposed to equity price changes arising from equity investments
classified as available-for-sale equity securities (see note 10), which are listed on the
Stock Exchange of Hong Kong. The available-for-sale investments have been chosen
based on their long-term growth potential and are monitored regularly for performance
against expectations.

The following table indicates the approximate change in the company’s equity in
response to reasonably possible changes in the share price of equity securities to which
the company has significant exposure at the end of the reporting period.

2018 2017
Increase/ Effect on Increase/ Effect on
(decrease) other (decrease) other
in share  components in share  components
price of equity price of equity

Market price of equity

investments 20% $ 282,380 20% $ 257,516
(20)% (282,380) (20)% (257,516)

The sensitivity analysis above indicates the instantaneous change on the company’s fair
value reserve that would arise assuming that the change in the share price had occurred
at the end of the reporting period and had been applied to re-measure those financial
instruments which expose the company to equity price risk at the end of reporting period.
It is also assumed that none of the company’s available-for-sale investments would be
considered impaired as a result of the decrease in the share price, and that all other
variables remain constant. The analysis is performed on the same basis for 2017.
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Financial statements for the year ended 31 March 2018

Financial risk management and fair values of financial instruments
(continued)

Fair value measurement
Financial instruments measured at fair value
Fair value hierarchy

HKFRS 13, Fair value measurement categorises fair value measurements into a three-
level hierarchy. The level into which fair value is classified is determined with reference
to the observability and significance of the inputs used in the valuation technique as
follows:

- Level 1 valuations: Fair value measured using only Level 1 inputs i.e. unadjusted
quoted prices in active markets for identical assets or liabilities at the measurement
date

- Level 2: valuations: Fair value measured using Level 2 inputs i.e. observable inputs
which fail to meet Level 1, and not using significant unobservable inputs.
Unobservable inputs are inputs for which market data are not available

- Level 3 valuations: Fair value measured using significant unobservable inputs

At 31 March 2018 and 2017, the only financial instruments of the company carried at fair
value were available-for-sale equity securities of $1,411.902 (2017: $1,287,582) listed on
the Stock Exchange of Hong Kong (see note 10). These instruments are measured at
fair value on a recurring basis and their fair value measurements fall into Level 1 of the
fair value hierarchy described above.

During the years ended 31 March 2018 and 2017, there were no transfers between
Level 1 and Level 2, or transfers into or out of Level 3. The company’s policy is to
recognise transfers between levels of fair value hierarchy as at the end of the reporting
period in which they occur.

Fair values of financial instruments carried at other than fair value

The carrying amounts of the company’s financial instruments carried at cost or amortised
cost are not materially different from their fair values as at 31 March 2018 and 2017,
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Watchdog Limited
Financial statements for the year ended 31 March 2018

Commitments

Capital commitments outstanding at 31 March 2018 not provided for in the
financial statements were as follows:

2018 2017
Contracted for $ 28,300 $ -
As at 31 March 2018, the company is committed to a contract for the leasehold
improvement.

At 31 March 2018, the total future minimum lease payments under non-cancellable
operating leases are payable as follows:

2018 2017
Within 1 year $ 249,000 $ 174,000
After 1 year but within 5 years 44,000 29,000

$ 293,000 $ 203,000

The company is the lessee in respect of property held under short-term operating leases.
The leases typically run for an initial period of 1 to 3 years, at the end of which period 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 March 2018

Up to the date of issue of these financial statements, the HKICPA has issued a number
of amendments and new standards which are not yet effective for the year ended

31 March 2018 and which have not been adopted in these financial statements. These
include the following which may be relevant to the company.

Effective for
accounting periods
beginning on or after

HKFRS 15, Revenue from contracts with customers 1 January 2018
HKFRS 9, Financial instruments 1 January 2018
HKFRS 16, Leases 1 January 2019
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Possible impact of amendments, new standards and interpretations issued
but not yet effective for the year ended 31 March 2018 (continued)

The company is in the process of making an assessment of what the impact of these
amendments, new standards and interpretations is expected to be in the period of initial
application. So far the company has identified some aspects of the new standards which
may have a significant impact on the financial statements. Further details of the
expected impacts are discussed below. While the assessment has been substantially
completed for HKFRS 9 and HKFRS 15, the actual impacts upon the initial adoption of
the standards may differ as the assessment completed to date is based on the
information currently available to the company, and further impacts may be identified
before the standards are initially applied in the company’s financial statements for the
year ending 31 March 2019. The company may also change its accounting policy
elections, including the transition options, until the standards are initially applied in the
financial statements.

HKFRS 9, Financial instruments

HKFRS 9 will replace the current standard on accounting for financial instruments, HKAS
39, Financial instruments. Recognition and measurement. HKFRS 9 introduces new
requirements for classification and measurement of financial assets, including the
measurement of impairment for financial assets and hedge accounting. On the other
hand, HKFRS 9 incorporates without substantive changes the requirements of HKAS 39
for recognition and derecognition of financial instruments and the classification and
measurement of financial liabilities.

HKFRS 9 is effective for annual periods beginning on or after 1 January 2018 on a
retrospective basis. The company plans to use the exemption from restating
comparative information and will recognise any transition adjustments against the
opening balance of equity at 1 April 2018.

Expected impact of the new requirements on the company'’s financial statements is as
follows:

Classification and measurement

HKFRS 9 contains three principal classification categories for financial assets: measured
at (1) amortised cost, (2) fair value through profit or loss (FVTPL) and {3) fair value
through other comprehensive income (FVTOCI). The classification is determined based
on the contractual cash flow characteristics of the financial assets and the entity’s
business model for managing the financial assets.

The company has assessed that its financial assets currently measured at FVTOCI will
continue with this classification and measurement upon the adoption of HKFRS 9.
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Possible impact of amendments, new standards and interpretations issued
but not yet effective for the year ended 31 March 2018 (continued)

HKFRS 16, Leases

As disclosed in note 2(f), currently the company enters into some operating leases as
the lessee. Once HKFRS 16 is adopted, subject to practical expedients, the company
will be required to account for all leases of more than 12 months in a similar way to
current finance lease accounting.

The application of the new accounting model is expected to lead to an increase in both
assets and liabilities and to impact on the timing of the expense recognition in the
statement of profit or loss over the period of the lease. As disclosed in note 19(b), at 31
March 2018 the company’s future minimum lease payments under non-cancellable
operating leases amount to $293,000 for property, the majority of which is payable either
between 1 and 5 years after the reporting date. Some of these amounts may therefore
need to be recognised as lease liabilities, with corresponding right-of-use assets, once
HKFRS 16 is adopted. The company will need to perform a more detailed analysis to
determine the amounts of new assets and liabilities arising from operating lease
commitments on adoption of HKFRS 16, after taking into account the applicability of the
practical expedient and adjusting for any leases entered into or terminated between now
and the adoption of HKFRS 16 and the effects of discounting.

HKFRS 16 is not expected to impact significantly on the way that the company accounts
for its rights and obligations under a lease when it is the lessor under the lease.
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