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This is my second Annual Report as Chairman of
the HKPC. Looking back over the year 2009/10,

| believe it could best be characterized as a year
with a gloomy start, yet it ended with cautious
optimism for the future.
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Following the deepest downturn experienced in
recent history, triggered by the financial tsunami

in September 2008, the global economy began

to rebound in the second half of 2009. However,
fluctuations in the financial markets in early 2010
reminded us yet again that the global economy will
recover only steadily at best, and that it will certainly
be a bumpy ride. Manufacturing orders from
conventional western markets have come in smaller
amounts and with much shorter turnaround time,
such that their fulfillment have been no easy task for
many in the industrial community.

As an industrialist, | can clearly see the fragility
of our traditional reliance on western markets
for our exports and the formidable challenges
posed to Hong Kong's manufacturers as
production costs soar on the Mainland. We must
therefore sustain our drive for our continuing
transformation and ongoing upgrading to be
competitive and seize new opportunities on the
horizon for our further growth.
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As we see it, opportunities abound in the vigorous growth driven by domestic
demand in many emerging economies, especially in the Mainland. At the
same time, investment in low carbon infrastructures is increasingly being
perceived and adopted by many governments as one of the major policies for
reinvigorating their national economies.

Against this backdrop and leveraging our technical expertise and our
extensive industry networks, HKPC is committed to assisting our industries,
not only in responding to immediate challenges but also in energizing them
with new capabilities vital to sustainable business growth.

Therefore, since 2008, HKPC has been actively pooling resources from
government and industry support organizations, both in Hong Kong and
on the Mainland, to render a spectrum of support services to Hong Kong
manufacturers, engaged in the processing trades to transform and upgrade
their business operations.

A major initiative has been our “TURN" programme, which was launched

in 2008 and completed in December 2009. Building on the success of
“TURN", we have made significant progress in collaborating with major
municipal governments in the Pearl River Delta (PRD) to replicate the “TURN”
model throughout the region. To date, industrial upgrading programmes,
modeled on the TURN platform, have been established in Dongguan, Zhuhai,
Guangzhou, Foshan, Zhongshan, Huizhou and Shenzhen.

Cleaner production is a strategic step on the journey to a low carbon
economy. As the implementation agent of the government-funded Cleaner
Production Partnership Programme, HKPC has been spearheading the
industries’ drive towards greater energy savings and reductions in their carbon
footprint. Our focus under this initiative is to help participating factories gain
an extra competitive edge through the optimization of production processes
and savings in materials and energy costs.
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On the community level, HKPC has been promoting an awareness of the

need to reduce individual carbon footprints through the implementation

of our Carbon”Less” certificate scheme under the Hong Kong Awards for
Environmental Excellence. We also help residential buildings conduct systematic
energy audits with a view to reducing energy consumption in the community.

Sustaining our efforts to promote a low-carbon economy, we are planning

a series of initiatives, such as the launch of a community-based carbon
reduction participation scheme with a view to positioning HKPC as the centre
for low carbon initiatives in Hong Kong.

During the year, we made great strides in the commercialization of our
intellectual capital. We have set up a joint venture company with a local
electronics manufacturer to commercialize LED general lighting technology
developed by HKPC. The JV company will promote and develop LED lighting
products for both the commercial and domestic sectors to capture opportunities
emerging from the increasingly prevalent low carbon economy.

Separately, the long-term development of our economy hinges on our ability
to broaden the economic structure by continuously capturing business
opportunities presented by new industries and emerging markets.

To that end and in support of the government’s initiatives to nurture six

new industries, we have geared up our efforts at HKPC to support the
development of these new sectors. We have thus played an active role in
supporting the Hong Kong Council for Testing and Certification (HKCTC) with
the formulation of a three-year road map for this industry.

We have also commenced a major upgrade on our own Electromagnetic
Compatibility Centre and our reliability testing facilities to help manufacturers
and other business organizations comply with the latest industry standards and
to promote new voluntary product certification schemes. Our aim is to create
new market demand for the services of our testing and certification industry.
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The creative industry is another important area of focus. CreateHK, a

new establishment under the Hong Kong government’s Commerce and
Economic Development Bureau was set up in June 2009 to speed up the
development of creative industries in the region. Leveraging our long history
of collaboration with the creative industry, we have extended our support
to the industry through the establishment of new promotion and marketing
platforms as well as helping to groom the required talent for the industry.

Responding to the needs of SMEs, apart from our current portfolio of
technical and management consultancy services, we have implemented

new initiatives to help SMEs better manage their intellectual capital, deliver
excellent services, comply with emerging standards on corporate social
responsibility, and tap new business opportunities in domestic sales. All these
efforts will propel our SMEs forward, helping them to keep in step with the
ever-changing business environment.

One of HKPC's ongoing strengths is our solid connection with industry in the
region. Building on these established foundations, we have formed a new
business consultation platform, the Hong Kong Industry Network Clusters
(HK-INC), to foster even closer strategic partnerships with different industry
sectors. Consultation forums were arranged during the year to collect the views
of our industrialists on key issues. These views were then consolidated and
reflected to the relevant HKSAR policy bureaux for consideration.

As an organization committed to promoting management excellence to Hong
Kong enterprises, HKPC proactively pursues the continuous improvement of
our corporate governance policies.

Since 2006, we have been working on a series of reforms aiming to overhaul

those policies and practices, deemed as not meeting present day standards of
modern management. Last year, the Audit Commission put forth many useful
recommendations in relation to our administration and project management,

providing a timely fit with the on-going reforms being undertaken by HKPC.
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HKPC attaches great importance to the Audit recommendations and we

are glad that we have promptly implemented all the recommendations
made by the Audit Commission. As a government subvented industry
support organization, we are fully committed to continuously enhancing our
corporate governance while achieving high efficiency in our core operations
to deliver valuable services to our industry in a cost-effective manner.

HKPC is fully committed to rendering the best support services to Hong

Kong enterprises, including those based in the Mainland. We are in active
discussion with the Government to see how HKPC can be given added
flexibility to extend our services in the Mainland without being unduly
constrained by the statutory full-cost recovery requirement. This is one of our
coming priorities and accords with the clear request from the industry for the
HKPC to adopt a more proactive role in support of Hong Kong enterprises
based in the Mainland.

Despite the challenges before us, | am confident that our industrial base will
become more robust as we blaze a greener and higher value-added trail into
the future. In the years to come, HKPC will continue to be the loyal partner
for productivity enhancement.

I also wish to thank all Members and staff of the Council for their support,
commitment, dedication and hard work which had contributed to our
exceptionally strong financial results in the past year. HKPC, being a non-
profit-distributing quango, will use our resources efficiently and for the good
of the industry.

Last but not least, | would like to take this opportunity to express my
gratitude to our former Executive Director and his management team. We are
confident that his successor will continue to steer HKPC towards playing a
more pivotal role in the transformation of Hong Kong industry.

Clement Chen
Chairman
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The Staffing Committee approves the appointment

and promotion of senior staff, apart from the

Executive Director and the Deputy Executive Director.
The Committee monitors the staffing situation and
recommends changes to the Council where appropriate.
It advises the Council on human resources development
policies. The Committee also monitors HKPC's general
terms and conditions of service, to ensure that these

are adequate to recruit and retain competent staff, and
recommends changes to the Council where necessary.
The Committee provides a channel between the Council
and staff for the communication of grievances about
terms and conditions of service, in situations where they
cannot be resolved by consultation.
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The Business Development Committee monitors

the performance of HKPC's subsidiary companies,
recommends the appointment of Chairmen, endorses
annual budgets, and identifies subvention implications
for the approval of the Council. The Committee
reviews business activities and explores new business
opportunities, and advises the Council on the business
development of HKPC in relation to HKPC's role in the
changing industrial environment.
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The Finance Committee monitors the financial
performance of HKPC and ensures that funds made
available are properly accounted for. The Committee
approves HKPC's three year forecast and recommends
an annual programme and estimates for consideration
by the Council. The Committee advises the Council
on matters relating to HKPC's financial policies and
also on the transfer of funds between major heads of
expenditure, as required by the Council’s Ordinance.
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The Audit Committee is established to monitor and make
recommendations to enhance HKPC's healthy corporate
governance in financial reporting, risk management,
internal control and compliance with relevant laws and
regulations. The Committee is authorized by the Council
to investigate any activity within its scope of duties.

HZE201063A31H Asat31 March 2010
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RJKB Mr Edmund Sung
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Direetor,Business Consulting
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Although the Hong Kong economy is recovering from the impact
of the global financial crisis, a number of uncertainties remain

in the recovery of the worldwide economy. With manufacturers
in the PRD region continuing to face rising cost pressures, this
is no time for complacency.
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In response to these challenges,

as one of industry’s major support
organizations, we have pulled out all
the stops to help our manufacturers
move up the value chain, through
our full spectrum of support services
together with the establishment

of new collaboration platforms to
heighten the scale of our support

-

5

throughout the PRD. We also
dedicated special effort to leading
industry and our SMEs into new
technology and service areas where
business potential abounds.
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Our flagship support programme

for processing trade enterprises,
“TURN", was completed last

year. With more than 10,000
participants from the various sectors
attending our workshops, 30 on-
site consultancy assessments were
conducted to identify the capabilities
and constraints experienced by Hong
Kong enterprises in the PRD region.
Through this platform, we were

able to collect valuable information,
which has helped us to formulate
appropriate support strategies to
assist businesses to overcome the
hurdles in their path to enable

both their upgrading and further
transformation.
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We have been replicating the

“TURN"” model in the PRD once

its effectiveness in supporting the
region’s industry was proven, and

a number of industrial upgrading
programmes have been launched

in collaboration with the municipal
governments in various key industrial
areas in the region. Of these
collaboration programmes, the largest

has been the support programme
launched jointly by HKPC and the
Dongguan Bureau of Foreign Trade
and Economic Cooperation in July
2009. This programme aims to assist
600 processing trade enterprises

to effect their upgrading and
transformation within a two-year
time frame. The programme has been
progressing smoothly.
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The upgrading of technology is

the key success factor for the
transformation and sustainable
development of a business. During
the year, HKPC continued to develop
and transfer critical technologies to
help industries enter new markets
with innovative and high value-
added products.

In the area of materials technology, we
commenced two projects supported by
the Innovation and Technology Fund
(ITF) to develop a new sol-gel coating
process and a liquid silicone rubber
(LSR) injection moulding machine.
Silicone coating made by sol-gel
process could possess outstanding anti-
corrosion properties which makes it an
ideal coating for non-stick kitchenware,
while LSR is widely used in the medical
products industry in view of their
stringent weathering and chemical
resistance requirements.

During the year, we completed

the development of an innovative
manufacturing solution for a
brassiere cup. Local intimate apparel

manufacturers will benefit from
improved production efficiencies
through the application of this
knowledge-based CAM/CAE and
automation system.

HKPC is particularly focused on
facilitating the development of high
growth industries such as medical
devices and automotive parts. We
have successfully obtained funding
support from ITF to develop a non-
radioactive optical 3D imaging
system for the detection of skin
cancer. The knowhow acquired from
the project will help manufacturers
develop medical diagnostics products
with lucrative market potential.

In the automotive area, we have
been developing projects on
Advanced Driver Assistant Systems
(ADAS). The deliverables will be
shared by the four automotive
parts manufacturers and, at least
one automotive manufacturer in
the Mainland has already agreed
to incorporate such a system into
their new prototype models for
evaluation. This is an encouraging
development as it paves the way
for local enterprises to enter the
Mainland’s automobile supply chain.
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The five-year Cleaner Production
Partnership Programme launched

in April 2008 continues to be a

major platform for our promotion of
cleaner production and low carbon
practices to PRD manufacturers. The
programme has made solid progress
in just two years — more than 600
project funding applications have been
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approved and 128 environmental
technology service providers have
registered under the scheme.

Back in Hong Kong, we have been
working hard to contribute to the
city’s sustainability through our
development of effective green
technology.

During the year, we successfully
obtained ITF funding for the
development and conversion of a
plug-in hybrid electric minibus in
Hong Kong to reduce both road-side
pollution and fuel consumption.

In the area of resources conservation,
HKPC designed and constructed

one of Hong Kong's largest grey
water recycling systems for the City
University of Hong Kong. The system
recycles water from hand washing
and condensation from the campus
air-conditioning system for irrigation
purposes. The system has been in
operation since mid-2009.
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In response to the government’s
initiative to promote the testing and
certification industry, HKPC will set
up an advanced Electromagnetic
Compatibility (EMC) chamber in its
expanded EMC Centre complying
with updated and mandatory EN
55022:2007 EMC standards. We are
also upgrading our current reliability
testing facilities to meet the stricter
environmental testing standards for
high reliability electronic products.

With these new capabilities, we will
enhance our collaboration with all
commercial testing and certification
bodies in Hong Kong. This enhanced
delivery of professional testing
services for our manufacturers

will shorten the design-to-market
delivery cycle.



From 1 February 2010, confirming
our professional competencies in
product testing, we received our
accreditation from the Office of
the Telecommunications Authority
(OFTA) for the provision of testing
and certification services under the
Hong Kong Telecommunications
Equipment Evaluation and
Certification Scheme.
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HKPC has a solid track record in
supporting creative industries in

the region. We co-organized the
Create Hong Kong Logo Design
Competition with CreateHK in
October 2009 to tie in with the
establishment of this new office to
drive growth in the local creative
industries. The competition was well-
received with over 900 entries.

RTEBRIEEEANT  £ENREE
BEEEMEHARET [EXRBE
B ] AT B EREM A BT 7 AR FT
R RIZHRBEME 0 B 200949
A MHFREREBHB T ZESM - 1
MR2010F 9 AEEZFMAESHTHER

To groom new talent for the creative
industries, HKPC and the Hong Kong
Comics and Animation Federation
have jointly developed a “Film and
Animation Teaching Kit"” to facilitate
the delivery of the new senior
secondary school curriculum subject,
visual arts, in an innovative and
interesting manner. Since September
2009, four schools have participated
in the pilot use of this teaching kit,
which will be introduced to all senior
secondary schools in September 2010.

ERESEAERT S ENRBTH IS
B EIRZ E W H 0 J(HKCERT) £
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In the area of regional collaboration,
our Hong Kong Computer
Emergency Response Team
Coordination Centre (HKCERT) was
re-elected once again as the chair in
APCERT'’s Annual General Meeting in
March 2010.

This is indeed recognition of HKPC's
technical competence and leadership in
safeguarding information security over

the past year by our peers in the region.
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The ISO 26000 Guidelines on
Corporate Social Responsibility (CSR)
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will be published in 2010 to assist
enterprises to kick-start their CSR
initiatives. To help various industries
engage in CSR programmes based
on the ISO 26000 standard, we
launched the first CSReare pilot
programme targeting the toy
industry in collaboration with the
Chinese Manufacturers’ Association
of Hong Kong (CMA).

The programme includes

training, consultancy reviews

and recommendations as well

as experience sharing activities.

Upon completion of the half-year
programme, the successful model will
be promoted to other sectors such as

the electrical appliance, electroplating

and catering industries.
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Apart from being the trusted partner
of the manufacturing industry, we
have in the past year continued to
render our expertise tAvo the service
sector through the implementation
of service accreditation schemes with
a view to enhancing service quality.

With HKPC's assistance, nine local
associations and engineering societies
in the automotive industry signed a
Quality Service Charter on 26 April
2009 expressing their commitment
to uphold service levels within

the industry. The Federation of
Automobile Services Industry Hong
Kong (FASHK) was subsequently
formed in mid-November 2009.

HKPC is also developing the “Quality
Automotive Retailing Scheme”
(QASS) to recognize quality car sales
organizations. The Scheme will be
launched in the second half of 2010
on a voluntary and self-financed basis.
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As a knowledge-based organization,
it is essential that we systematically
manage and leverage our own
intellectual capital.

In 2008/09, we prepared our first
intellectual capital statement to take
stock of our intellectual assets. This
year, building on these foundations
and inspired by the concept of Web
2.0, we rolled out two knowledge
management platforms, i-Library and
i-Exchange, internally to facilitate the
exchange of ideas and experience
among our specialist teams with a
view to promoting business referrals
and capturing intellectual capital,
with the immediacy of a “click”. We

will also promote these cost effective
tools to help SMEs in Hong Kong to
capitalize on their intellectual assets.

Throughout this Annual Report, you
will see the copious endeavours we
have made during the year together
with our business partners, to
successfully transform their operations
from a state of flux and change.

We are confident that HKPC will
continue to add value as industry’s
closest partner in the ongoing quest for
ever greater productivity and excellence.

MAEE

EREH

Bl (HEE)

Tony Lam

Executive Director (Acting)
Director, Corporate Services

RIE Bk
BliEh (EEER)

Edmund Sung
Director, Business Consulting

BKE
BlaB(REER)

Joseph Poon
Director, Technology Development
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HKPC signed a MOU with Guangdong Department of Science

and Technology and Huizhou Municipal People’s Government to
collaborate in the areas of sustainable development of the high-tech
park, industrial upgrading and synergy building
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Launched the Hong Kong Industry
Network Clusters (HK-INC), a new
cross-industry platform to gauge
the views of local businesses on
issues of relevance to their
long-term development
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HKPC signed a collaboration agreement
with Dongguan Bureau of Foreign Trade
and Economic Cooperation to support
Hong Kong manufacturers in Dongguan to

undergo industrial upgrading and business
transformation
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A MOU was signed with Guangdong
counterparts on strengthening cooperation
bgtyveen Hong Kong and Guangdong in
digital home and creative industries
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“Small Screen, Big Story”
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HKPC'S Reliability Testing Centre
appointed by IBM as its first

indgpendent PCB testing laboratory
. in Asia /
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HK-INC held its second
consultation meeting to
discuss the development
of environmental
industries in Hong Kong

wpnER - EENR: EEIEE
Eﬁéééﬁiggégﬁmﬁwa%ﬁﬁg
R [ B ST €
i »Upgrading and Business
%?;Tgwl'g‘?)rrr?\gtionpg ing New Business wracse
jointly organ'\zed in Dongguan by the ?sgre\me
and Economic Development Bureau O |
HKSAR Government, HKPC, the Federa lQ\
of Hong Kong Industries, the P_RD Councl .
and Dongguan gureau of Foreign Trade an

Economic Cooperation

SmehREEAEER [E=EEHE
] FBAIEE  ANE]
HKPC and Hong Kong Wireless Technology

Industry Association jointly organized the
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HKPC and The Chinese
Manufacturers’ Association
of Hong Kong launched the
CSREARE Programme
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Organized a seminar \
on professional testing \
services to promote the ‘
development of the testing \
and certification industry l
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Collaboration with the town of Shipai, Dongguan,

to assist the local Government to develop a
blueprint for industrial upgrading
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HKCERT was
re-elected as the
chair of the Asia-
Pacific Computer
Emergency
Response Team
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HKPC won two Certificates of Merit in thel 2
" and Machine Tools Design category organize

Hong Kong

009 Hong Kong Awards for Industries: Ma;hinery
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HKPC signed a collaboration agreement
with sShenzhen Morlab Communications

Technology Co., Ltd. to provide testing

services in compliance with the technical
specifications of the Office of the
Telecommunteations Authoritg
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Kicked off the development of “Plug-in Hybrid
Electric Vehicle System” for public light bus
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Industry’s sustainable development hinges on its ability to
continuously capture emerging opportunities presented by new
technologies, new market trends and new policies.

To this end, HKPC has been acting as the pathfinder, identifying
new engines of business growth for Hong Kong’s businesses
and creating further springboards for our manufacturers to
enter higher value-added sectors, with the development of new
competencies and through our applied research and technical
consultancy services.

AREBEREGRY BRE#E EREE E R AR - BRhRHEEE -
Consultant Gilbert Au helped a Shenzhen based high-end headphone manufacturer transform their
OEM operation into an OBM business, tap business opportunities in the Mainland market.
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Since 2006, the Central Government has

been adjusting its policies regarding the
processing trade, seeking to upgrade the
Mainland’s industry structure by restricting
the development of polluting, energy and
resource-intensive industries. In addition to
this policy factor, the financial tsunami and its
economic aftermath dealt a severe blow to our
traditional export markets. Coupled with the
immense cost pressures due to rising wages
and the appreciation of the Renminbi, there
has been little room for maneuverability left
for manufacturers engaging in the lower value
OEM businesses.

EEHEL  EEH(FRIN)ES
BRATIREED(NFE)EBN
ARATERERE

Dr William Lo, General
Manager, Productivity
(Shenzhen) Consulting
Company Limited and
Productivity (Dongguan)
Consulting Company Limited
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HKPC and Zhuhai Science and Technology Bureau of Industry and
Information Technology sign collaboration agreement to introduce

the TURN programme to Zhuhai.
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Leveraging our comprehensive
industry support services and
extensive collaboration networks,
HKPC responded swiftly with

new platforms and services to
help our industries ride out these
challenges and to capitalize on
new opportunities arising from the
Mainland’s consumer markets and
new industry sectors.

Responding to the government’s
initiatives to promote the
development of six innovation and
knowledge-based industries, we
also stepped up our efforts in these
areas, placing a particular focus on
testing and certification as well as
the creative industries.
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Ouir first flagship project was a
one-stop support and service
platform — TURN, an acronym for
“Transform, Upgrade and Relocate
for a New horizon”. Supported

HONG KONG PRODUCTIVITY COUNCIL ANNUAL REPORT 2009/10

by the Commerce and Economic
Development Bureau of the

HKSAR government, the TURN
programme, launched in June 2008,
consisted of on-site assessments,
promotion workshops as well as

ten new services targeted at the
transformation and upgrading of
businesses in the region.

Completed in December 2009,
more than 10,000 participants
from various sectors attended our
workshops and study missions
under the TURN programme. Thirty
on-site consultancy assessments
were also conducted to identify the
key issues and problems faced by
manufacturers from eight industry
sectors in the PRD region.

HKPC also conducted a feasibility
study to explore the investment
environment in the new industrial
zones on the Mainland with a view
to providing useful information for
Hong Kong manufacturers interested
in relocating their operations. The
findings, covering 31 regions in mid-
western China and 26 industry parks
in Guangdong have been posted

on a dedicated web site, introduced
under the TURN platform.
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HKPC consultant conducts
on-site audit under the TURN
programme.
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HKPC signs agreement with Dongguan Bureau of Foreign Trade and Economic Cooperation to help
more than 600 HK-owned enterprises in Dongguan to transform and upgrade their business model.
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At the same time, we have been
activelyworking with various municipal
governments on the Mainland to
replicate the TURN model, to enhance
the scale and scope of our support to
manufacturers throughout the PRD.

To date, industrial upgrading platforms
have been established in collaboration
with the governments of Guangzhou,
Foshan, Zhongshan, Huizhou,
Shenzhen, Dongguan and Zhuhai.
Discussions with the relevant authorities
elsewhere in the PRD are also underway
with regard to the establishment of
similar collaboration projects.

Leveraging the various government
funding schemes on the Mainland,
these platforms provide and offer
support services to enterprises in
the form of on-site assessments,
consultancy and demonstration
projects in technology and
product development, branding
and innovation, as well as in
manufacturing and environmental
management.

To foster technology collaboration
and business development between
Hong Kong and Shenzhen, HKPC
and the Shenzhen Municipal
Government jointly established

the/Shenzhen SZ-HK Productivity
Foundation in the Shenzhen High-
Tech Industrial Park.

Testing laboratories have been
set up within the Foundation

to provide environmental and
automotive electronics testing
services. The Foundation also
acts as a support centre for

our industry-support initiatives;
including our government funded

research and development projects

and industry support programmes.

FOBLEED B IEEEE G [ FHE— 14 ] &t 8
HIFRY R

The Shenzhen SZ-HK Productivity Foundation acts
as a support centre for HKPC's TURN programmes
in Shenzhen.

An Animation Industry Support Centre
was also founded under the auspices
of the Foundation to facilitate cross-
border collaboration in the animation
industry. The Centre conducted a
survey on 128 digital entertainment
enterprises in Hong Kong and
Shenzhen to collect essential industry
information. As a result, a portal
website (www.szhk-animation.org)
hasbeen set up, sharing this market
information and promoting business
collaboration between digital
entertainment organizations in

Hong Kong and Shenzhen.

[EREFBEAMEE ~ £ED 5 REMBARBITEBNEE (BBBE FHEMESHRMEFHRE

RREIFETE)

HKPC, Guangdong Science and Technology Department and Huizhou Municipal People’s Government
join hands to facilitate the sustainable development of high-tech parks and industrial upgrading.
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Dr T W Liu, IP management specialist
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The Innovation Knowledge Enterprise Award aims to enhance the IP management capability of Hong

Kong and Mainland enterprises.
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HKPC has processed 1,847 applications,
resulting in 613 patent registrations. Amongst
this number, 160 are Mainland invention and
utility model patents and 113 are US patents.
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HKPC helps a consumer electronics manufacturer in Shenzhen to
establish a pilot production line based on the One-Piece-Flow model,

improving productivity by a significant 45%.
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The successful transformation to
higher value ODM and OBM business
models hinges on an organization’s
ability to create, protect and capitalize
on its intellectual property.

The Patent Application Grant (PAG)
under the Innovation and Technology
Fund provides funding support for
Hong Kong companies and inventors
in their first patent applications, to
help them capitalize and protect
their intellectual work. To further
encourage creativity and innovation,
the maximum funding granted under
the Patent Application Grant Scheme
has been raised from $100,000

to $150,000 for each successful
application.

Since 1998, HKPC has been the
implementation agent of the

scheme. During the year in review,
HKPC assisted the Innovation and
Technology Commission in processing
145 applications, 75 of which were

subsequently approved. Since the
scheme's inception, HKPC has
processed 1,847 applications, resulting
in 613 patent registrations. Amongst
this number, 160 are Mainland
invention and utility model patents and
113 are US patents.

Facing cut-throat competition, a
consumer electronics manufacturer in
Shenzhen decided to transform its OEM
operations to ODM and OBM to tap
the Mainland consumer market. They
turned to us, seeking to enhance their
competencies in product innovation and
operational efficiency.

Through training and consultancy in
innovation methodology and patent
mapping, the manufacturer successfully
built a capable R&D team, who
developed high-end ear-phone products
featuring an active noise reduction
function. Additionally, HKPC helped the
client establish a pilot production line
based on the One-Piece-Flow model —

as a result, productivity improved
drastically by 45%.

In the past year, under the Shenzhen-
HK Innovation Circle, HKPC also
introduced comprehensive IP
management services to an industrial
and consumer products manufacturer.
Seeking to diversify into the high
value-added market sector, the
manufacturer had been collaborating
with universities and research institutes
to develop advanced air and water
management systems.

HKPC helped the client to secure

IP protection for the invention and
enhanced the manufacturer’s overall
IP-management capabilities through
on-site assessment and the application
of a competitive patent intelligence
tool for stimulating creative ideas
and innovation. Subsequent to the
project’s completion, the client won
the Innovation Knowledge Enterprise
Award in December 2009.
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HKPC organizes overseas training to Paris on the application of
automation technology in bra manufacturing.
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Molding and lamination technology handbook
for lingerie industry and semi-automatic loader
for bra cup molding.
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Advancements in materials technology such as Sol-gel coating and liquid
silicon rubber enable manufacturers to produce products with excellent

performance and innovative functions.

Technology upgrading is the

critical success factor for industrial
transformation. HKPC thus
continued to develop and introduce
advanced technologies to meet

the new and emerging needs of
industry. Many such projects were
implemented with support from the
Innovation and Technology Fund
(ITF) of the HKSAR government.

An ITF project on the development of
an innovative manufacturing solution
for the production of brassiere cups
was completed in October 2009.

The project deliverables will assist
local lingerie manufacturers to

adopt knowledge-based CAM/CAE
and semi-automation systems to
increase production efficiencies while
reducing energy consumption.

Advancements in materials
technology enable manufacturers to
produce products and components
with outstanding quality, excellent
performance and innovative
functions. During the year, HKPC
launched two projects based on new
materials processes tailor-made for
manufacturers in Hong Kong.

In collaboration with the Nano and
Advanced Materials Institute Limited
(NAMI), we commenced an ITF-
funded project on the development
of Reactive Hybridization (SOL-GEL)
technology for use in kitchenware.

Sol-gel coating is easy to clean and
possesses outstanding anti-corrosion
properties. It can also withstand
temperatures up to 400°C thus
making it highly suitable for cooking.
The proposed technology will be
totally free of toxic organic solvents
and the coating can be cured at low
temperatures. It is being seen as a
green alternative to the use of Teflon
coatings in non-stick cookware.

Liquid Silicone Rubber (LSR) is a
special material that is particularly
suitable for wide temperature
range applications with tough
weathering and chemical resistance
requirements. Although there is

RERE RERAREBTIASF

Samson Suen, focuses
on plastics technology

development for over 15 years

HONG KONG PRODUCTIVITY CO SI{@I WU/ YMN 2o g WLo [0 [FA 0]

a huge market potential for LSR
products, it is not yet widely used
among local manufacturers.

With the support of the ITF, we

are developing a low cost LSR
injection moulding machine to
enable local plastic machinery and
plastic products manufacturers to
capture opportunities in this lucrative
market. The project will also transfer
related product and mould design
know-how, processing techniques
and applications to local plastic
product manufacturers, enabling
the production of high value-added
health care and medical products.
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In addition to the upgrading of
technology, soaring labour costs
and changes in buying patterns, are
driving manufacturing enterprises

in the PRD to look for more flexible
and efficient manufacturing systems
capable of handling numerous
orders in small lot sizes.
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Lean Manufacturing minimizes
waste. It enables companies to
optimize the use of time, human
resources and assets to enhance
their productivity while cutting
costs at the same time. On the
production floor, workers are not
expected to simply handle repetitive
tasks, they are also empowered

to provide creative ideas that will
simplify and improve the work flow.
Lean management also promotes

teamwork among multi-skilled

BERITIER ZERE  — REMEIEFK DA EENFIEH 15% °
With the implementation of a Lean Manufacturing pilot project.
a reputable components manufacturer increases it production

efficiency by 15% .

ARRETEREVIRE - FREeXETE
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Lean Manufacturing not only minimizes
waste, it also improves work-flow and

enhances team-work.

BIHER  ERRERBEREEEMN
K M Lau, possesses solid consulting
experience in Process and Lean Management

workers to build a flexible workforce,
capable of handling the dynamic
requirements of clients.

A reputable supplier of components
for home and industrial appliances
experienced challenges brought
about by the change in customers’
ordering pattern. The manufacturer’s
traditional production methods,
designed to handle bulk orders,
could not cater effectively for orders
which, though numerous were small
in quantity.

The manufacturer thus
commissioned HKPC for a pilot Lean
Manufacturing project. With our
help, the manufacturer was able

to refine its production scheduling
and set up a flexible cellular line to
handle multiple models at the same
time. The successful pilot project not
only increased production efficiencies
by up to 15%, it also reduced the

defects rate by as much as 20%.
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In June 2009, the HKSAR
government established CreateHK
to speed up the development

of the creative industries. With
HKPC's strong tie with the creative
industries, we have stepped up our
efforts to facilitate their growth both
through industry promotion as well
as talent and content development.
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’ Sparks of Creativity
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HKPC co-organized the Create Hong
Kong Logo Design Competition
with CreateHK in October 2009 to
tie in with the establishment of its
new office to drive the local creative
scene. Seeking local entries for the
design of an official logo to reflect
the vision and mission of CreateHK,
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The winning logo features sparks as its main design
element to symbolize inspiration as the basis of creative
endeavours.

the competition aims to recognize
local talent and creativity while also
arousing public awareness in the use
of design. The competition was well-
received with over 900 entries.

The winning logo features “sparks”
as its main design element,

$ 6 O billion

60012 JT

symbolizing inspiration as the basis
of creativity. The logo also presents
Hong Kong as a place where creative
ideas are sparked and generated.
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Create Hong Kong Logo Design Competition is co-organized by HKPC and CreateHK to tie in with the

establishment of their new office.
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DigiCon6 Awards 2009 was held in Tokyo in
November 2009.
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HKPC co-organizes the First Greater China lllustration Awards to promote design competence of Hong
Kong'’s illustrators.
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showecased in FILMART 2010.

HEN B REBEN BN R LR T ENE R
Hong Kong’s 3D movie production services are  HKPC is the assessment secretariat for eight leading organizers of the Hong
Kong ICT Awards.

Propelling the growth of Hong Kong’s
creative industries in the regional
market, there is a strong need for
regionally established platforms to
showcase the excellent work created by
our talented professionals.

To this end, in
partnership with a number
of local professional associations,
HKPC organized a series of
promotional events for these
industries during the year.

Funded by CreateHK, we organized
Hong Kong's participation in the
DigiCon6 Awards 2009 held in Tokyo
in November last year. As a result,
two Hong Kong-produced animation
features won key awards from a field
of over 2,400 entries from around
Asia. Our participation in DigiCon6
drives recognition and awareness of
Hong Kong's digital artists and their
outstanding achievements, while also
promoting Hong Kong-produced
animation to both overseas and

local audiences.

With the support of the DesignSmart
Initiative and in conjunction with the
Hong Kong Society of lllustrators
(HKSI), we co-organized the First
Greater China lllustration Awards in
2009/2010. Promoting the excellent
work as well as the high design
competence of Hong Kong’s
illustrators, the event

e, W3S

¥

the first such

initiative being organized in the region.

In addition to the Awards presentation
ceremony, six local and regional
touring exhibitions were also held to
further enhance the impact of the
Awards.

The CreateSmart Initiative (CSI)

also provided funding support for a
study mission for 20 students and

20 practitioners from Hong Kong's
animation and visual effects industries
to attend Siggraph Asia 2009, the
flagship event for computer graphics
professionals worldwide. As the
project’s implementation agent,
HKPC also organized and managed
the Hong Kong Pavilion at the event.
The Pavilion not only showcased the
latest developments in the animation
and visual effects industries together
with cutting-edge computer graphics
products, it also featured Hong Kong's
award-winning works.

The Hong Kong Wireless Technology
Industry Association (HKWTIA) and

HKPC once again co-organized the
3rd Hong Kong Mobile Film Festival to
educate and encourage professionals
and students in related disciplines to
produce creative work for the mobile
media. The programme consisted of
production forums, workshops, a film
contest and an awards presentation
ceremony for FILMART 2010.

Offering a new audio-visual
experience, the potential for 3D film
is tremendous. This new technology
also serves as a novel means to
combat piracy. As such, supported
by the Hong Kong Film Development
Council, we co-organized a pavilion
with the Association of Motion Picture
Post Production Professionals to
attract regional buyers and promote
the use of Hong Kong'’s 3D movie
production services.

The Hong Kong ICT Awards,
supported by the Office of the
Government Chief Information
Officer (OGCIO) and co-organized

by local industry associations, aim

to recognize and promote the
outstanding achievements of local ICT
professionals and organizations.

Running for the fourth year, the
Awards attracted a record number

of over 640 entries. In addition to
serving as the secretariat of the
Awards, HKPC also acted as the
assessment secretariat for eight
leading organizers, working to
ensure that the adjudication of all the
award categories was conducted in a
professional manner.
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Students’ ability in creation and appreciation of visual arts will be enhanced through the Film and Animation Teaching Kit.
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The creative industries have been
facing problems due to a shortage in

local talent for content development.

We are therefore keen to work with
local associations in the grooming of
new talents for these industries.

With funding support from the

Film Development Fund, HKPC

and the Hong Kong Comics and
Animation Federation implemented
the “Introducing Film and Animation
Arts to the New Senior Secondary
Curriculum” project to enrich
students’ knowledge in the creation
and appreciation of art through
animation and films.

A “Film and Animation Teaching
Kit” was developed to facilitate
teachers’ delivery of the new
secondary school curriculum in visual
arts, in an innovative and interesting
manner. The kit includes over 180
video clips and interviews of 40

film and animation celebrities and
practitioners from the Mainland,
Japan, Taiwan and Hong Kong.
Since September 2009, four schools
have participated in the pilot use

of the teaching kit, which will be
introduced to all senior secondary
schools in September 2010.

With funding support from the
CreateSmart Initiative, the Hong
Kong Game Industry Association
(HKGIA) organized a year-long
“Industry Promotion and Talent
Recruitment Campaign for the Hong
Kong Online Game Industry”.

Implemented by HKPC, the
campaign’s goal is to project a
positive image of the industry,
expand the local market size and
recruit new blood. The programme
consisted of a 4-day Online Game
Pavilion in one of the biggest

game shows, a promotional and
recruitment seminar as well as game
design workshops and competitions.
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At HKPC, we are actively exploring

the use of new media technologies
to market the products of local
creative industries. Supported by
the CreateSmart Initiative, we
collaborated with the Hong Kong
Comics and Animation Federation Ltd
(HKCAF) to develop a smart-phone
platform for the publishing of Hong
Kong's comic works. The project
aims to develop a new-generation
platform migrating paper-based
comics for publication, promotion
and distribution on mobile networks
to international markets.

BT BEERER MBI ENEEERRETE
Vincent Yeung , promoting the development of
local creative industries for over a decade

The platform will help publicize Hong
Kong comics in the international
market, develop its brands globally,
and encourage creative content
development in Hong Kong.
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the work of local creative industries.

HKPC launched the Hong Kong
Open Source Software Centre
(HKOSSC) in 2007 to promote the
adoption of open-source software
solutions in Hong Kong and to help
the local software industry tap into
related business opportunities on
the Mainland. The Centre offers

a range of services, including
software porting, testing, solutions
demonstrations as well as training
and research.

An OSS/Linux Popularization
Programme funded by the SME
Development Fund was completed
in June 2009. To support funding
applicant — the Hong Kong Linux
Industry association, HKOSSC
successfully assisted 15 SMEs to
implement OSS/Linux solutions,
while also publishing their success
stories in a booklet with a printrun
of 4,000 copies.

A project web site was also built to
share the programme’s materials, the
software integration test results and
lessons learnt from the successful
cases implemented. A series of
seminars were also organized to
enhance awareness of open source
software and introduce OSS solutions
to more than 400 SMEs.

2B BEBIRE T E B R I A BB TR A91Fim °
HKPC actively explores the use of smart phone technologies to market
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By providing trustworthy medical
and food testing services, the local
testing and certification industry
makes a significant contribution to
the well-being of the people of Hong
Kong. However, the contribution
made by this industry to our
economy goes far beyond that.

The high volume product testing and
certification services provided by this
industry enable our manufacturers
and traders to comply with stringent
product and environmental
standards overseas, boosting buyers'’
confidence in Hong Kong's products.
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Odour Research Laboratory provides testing services based on
the British/European Standard Method BS EN 13725:2003.
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Testing and certification form an
integral part of HKPC's one-stop
industry support services. Through
our wide spectrum of testing
services, we have been able to help
both manufacturers and business
enterprises to comply with the latest
industry standards and regulations
in their access to new markets and
industry sectors.

We have also promoted a
voluntary product certification
scheme for specific trades, such
as jadeite jade, to generate new
market demand for local testing
and certification services. The
provision of shared facilities,

such as our Electromagnetic
Compatibility Centre, together with
the development of new testing
capabilities, will also lower capital
investment costs for local testing
laboratories in the delivery of
new services.

Driving the future development of
the testing and certification industry,
the government established the

Hong Kong Council for Testing and
Certification (HKCTC) in September
2009 to formulate a three-year
market-oriented development plan
within six months of its establishment.

As a member of HKCTC, HKPC
actively participated in the
preparation of the development
plan. After extensive consultation
with the industry, the development
plan was released on 31 March
2010. Based on this input, the plan
identifies a number of opportunities
in testing and certification

services for the Chinese medicine,
construction materials, food and
jewellery sectors.
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In response to new testing standards
and regulatory requirements, we
have been rolling out new services
and upgrading our testing facilities.

Excessive emission of off-flavour
odours, or in other words bad smells,
tend to indicate that a product

is unfit for use or consumption
especially in the food industry. It

is therefore an extremely useful
diagnosis in the regulating of the
manufacturing process.

As such, HKPC has set up an Odour
Research Laboratory to provide
odour consultancy and testing
services based on the British/
European Odour Testing Standard
Method BS EN 13725:2003.
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With the rapid growth in the market volume and

diversity of electronic products, we expect international
requirements on electromagnetic compatibility to become
more stringent in the future.
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John Wu, veteran electromagnetic

compatibility testing specialist
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In the electronics arena, HKPC
received funding support from the
government to set up an advanced
EMC chamber in 2010/2011. The
new chamber will comply with
technical requirements under
updated and mandatory EMC
standards (i.e. EN 55022:2007)
that will become fully effective
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Thermal Shock Chamber is used to
determine the resistance of the part
to sudden changes in temperature.

for IT products in October 2011.
The chamber will also have the

capacity to cope with other
upcoming and foreseeable changes
in EMC requirements for radio
communication equipment, medical
& healthcare devices, railway
apparatus, automotive parts and
assembilies, etc.

With the new EMC chamber and
our existing technical capacities on
EMC, we will be enhancing our
collaboration with all commercial
testing and certification bodies in
Hong Kong for the various EMC-
related services. At the same time,
we will be helping them to acquire
updated EMC technologies
through training courses and
public seminars.

Commencing from 1

February 2010, HKPC
received accreditation
from the Office of the
Telecommunications
Authority (OFTA)
to provide testing

and certification services for
telecommunications equipment for
use or sale in Hong Kong under the
Hong Kong Telecommunications
Equipment Evaluation and
Certification Scheme.

In response to industry demand,
HKPC successfully obtained
government funding to upgrade our
current reliability testing facilities

to meet the stricter environmental
testing standards for high reliability
electronics products.

With the upgrading of our testing
facilities, the Reliability Testing
Centre is offering new services,
which will enable local
electronics practitioners
to shorten the
production cycle from

design to market, reduce product
development time and cost, discover
potential product defects at an early
stage, and enhance the reliability of
their products, effectively.

The HKPC Reliability Testing Centre
has been qualified by IBM to act as its
first testing centre in Asia to conduct
printed circuit board (PCB) testing

to the Mixed Soldering Assembly
(MSA) Level. Before our qualification,
PCB manufacturers could only get
their products tested by sending PCB
samples to laboratories designated by
IBM in the USA.

The Centre's qualification now
enables local PCB practitioners to
complete the MSA qualification

test locally, at a lower cost and in a
shorter turnaround time than before.
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Angel Wong, Officer-in-charge of HKPC's
Reliability Testing Centre with over 15
years of professional experience
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In 2003, the Hong Kong Jewellery
Manufacturers’ Association (HKJMA)
pioneered the concept of jewellery
identity in collaboration with HKPC.
HKPC developed the advanced
encryption and reading systems

for these jewellery products, with

the encrypted product information
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! tbeing stored and retrieved from a

two dimensional matrix permanently
laser marked on the jewellery or
gemstone surface.

In 2008, subsidized by the SME
Development Fund of the Trade
and Industry Department, HKIMA
cooperated with HKPC again to
establish a Global J-ID Management
Label Scheme which was supported
by eight local trade associations and
societies. The scheme has received
strong recognition from CIBJO, the
World Jewellery Confederation.

The Global J-ID Management Label
Scheme targets jewellery consumers,
retail stores and manufacturers. It
enhances consumer confidence in
Hong Kong's jewellery brands, as
the 2D barcode reader at any of the
participating retail stores can verify
product information.

BB G B R S E RIS XL [HE S (R EEF R

The Hong Kong Jewelry Manufacturers’ Association organizes a seminar to introduce the Global J-ID

scheme to the jewellery industry.

In support of the new legislation,
which came into effect in March
2009 with regard to the authenticity
of diamonds, the Gemmological
Association of Hong Kong (GAHK),
with HKPC support, launched the
first government-accredited scheme
on diamond testing to increase
consumer and industry confidence in
Hong Kong's diamond products.
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Global J-ID addresses the industry’s need for solutions in
product traceability. The enhanced credibility will raise
the image of Hong Kong’s jewellery products both on the
Mainland and around the world. , ,

BRE MAKXEARRER  RERERFETESF
Arnold Poon, micro laser application technology specialist,
serving the manufacturing industry for over 25 years

With the successful launch of Hong
Kong's first-ever Standard Methods
for Testing Diamond in 2008, HKPC
supported GAHK once again in this
scheme to enhance the capabilities
of local jewellers and gemmologists.
We assisted two participating gem
laboratories to adopt the new
diamond testing and grading systems
and to receive their accreditation
from the Hong Kong Accreditation
Service (HKAS) in 2009.

Gem laboratories, which have
attained their accreditation, can issue
diamond reports bearing the HKAS
logo as proof of quality. The scheme
also enhances the professional
knowledge of local gemmologists as
well as the international reputation
of the Hong Kong jewellery industry.
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Dr Lawrence Poon, Head
of HKPC's Automotive
Unit, expert in
automotive safety system
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In 2009, China supplanted the US as
the world’s largest auto market with
the sale of 13.6 million cars, buses
and trucks. The Mainland automotive
parts and components sector thus
offers lucrative opportunities for
foreign suppliers.

As host of the Hong Kong
Automotive Parts and Accessory
Systems (APAS) R&D Centre, HKPC
continues to work closely with the
Centre to initiate market-led research
and development projects.

An effective “Safety System” is one
of the four APAS R&D Centre’s areas
of technology focus that is seeing

rapid expansion. The Advanced
Driver Assistant System (ADAS) is
increasingly being used to assist
drivers to avoid accidents related to
lane changing, rear-end collisions,
blind spot unawareness, etc. HKPC

is undertaking a series of ADAS
projects, inducing “Integrated Lane
Change Assist”, “Advanced Collision
Avoidance” and “Pedestrian
Protection” systems under APAS
R&D funding to develop technology
platforms that will raise the capability
levels of local automotive electronics
in the development of active

safety systems.

Image processing methods and
sensory fusion are being developed
in these projects. The project team
is building advanced algorithms
into Digital Signal Processing (DSP)
hardware that recognizes lane
markings, senses vehicles and
pedestrians, etc. Extensive road
tests and the capturing of road data
under various weather and outdoor
conditions are being conducted in
Hong Kong and the Mainland, such
that the resulting prototypes will

be able to deliver appropriate and
timely warnings to drivers.
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Upon project completion and

in commercializing the results,

four local and Mainland Chinese
companies will share the R&D results
in the supply of their products to
car-makers (OEM) on the Mainland.
An automotive manufacturer in
China has also agreed to incorporate
the new system into its new car
prototype for evaluation.

Vehicle dashboards play an
important role, with their many
instruments reporting the vehicle's
performance and driving conditions
to the driver. Today, they have
become even more important as an
increasing amount of information,
from in-car infotainment to active
safety systems, is included on
them. However, the high volumes
of information provided, including
the warning signals and real-time
messages, could distract the driver,
resulting in delayed reactions or
response time.



1,500

plastic injection moulds
BREEAR

HKPC is thus developing a
configurable dashboard platform
based on a TFT LCD panel.

Advanced human-machine-

interface (HMI) technology is

being employed to develop a user-
friendly control interface, which

will display information in a logical
way. The final product will be a
centralized information centre with
communication channels. It will be
easily customized according to specific
requirements from OEMs. As it will

be a re-configurable system and as
“information-on-demand” technology
will be employed, both suppliers

and OEMs are free to develop their
products to fulfill the latest technology
trends and market needs.

Anti-lock braking systems (ABS) are

a key element in a vehicle's safety
system. An active control system
which prevents the wheels from
locking while braking, ABS has been
widely adopted. Recently, this braking
system was further improved and
most high-end vehicles are now
equipped with an integrated chassis
electronic stability control (ESC)
system that incorporates ABS, a
traction control system (TCS) together
with a vehicle stability control.

In the US, laws mandate that an ESC
system must be included in every
new vehicle by 2012. In view of this
tremendous demand, HKPC has
launched a technology development
project to develop a versatile
Hydraulic Control Unit (HCU) for the
integrated chassis ESC system. The
project is supported by the APAS
R&D Centre with funding of over
HK$3 million.

Local automotive manufacturers can
also acquire this know-how to enter
the automotive safety system market
as an able and qualified supplier.

We also obtained ITF funding for
the development and conversion of
a plug-in hybrid electric minibus in
Hong Kong to reduce both road-side
pollution and fuel consumption. This
project aims to develop the vehicle’s
critical components to optimize the
performance of its plug-in hybrid
electric drive system.

The developed systems will be
retrofitted into a public minibus,
which will be operated on a selected
route to evaluate its operating
performance in terms of energy
efficiency and emissions.

EENBHEAR ) BEEHEFHRRAETBAREEB I PE -

HKPC works with public light bus operators to develop a “plug-in hybrid vehicle system”

for public light buses.
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The automotive tooling industry,
which consists of the manufacturing
of plastic injection moulds and metal
dies, has been described as the
“mother” of the automotive industry.
For example, the production of a
typical passenger car generally needs
around 1,000 metal dies and 1,500
plastic injection moulds.

However, Hong Kong manufacturers
engaged in the global automotive

tooling market are under
strong pressure to further

enhance their management

and manufacturing operation

practices to comply with the
global automotive tooling system

— VDA 6.4:2005, to satisfy the

requirements of the global automotive

manufacturers and their customers.

Supported by the SME Development
Fund (SDF), the Hong Kong Auto
Parts Industry Association and HKPC,
working in partnership, took the
initiative to transfer their knowledge
and know-how of VDA 6.4:2005
implementation to the Hong Kong
automotive tooling industry.

As part of this project, an
implementation manual in
compliance with VDA 6.4:2005
standards was developed, serving
as a road map to guide automotive
tooling manufacturers in their
implementation and certification
processes. As a result, with

our assistance, two SMEs have
successfully acquired their VDA
6.4:2005 certificates.
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The Mainland’s booming civil
aviation market, together with its
large jet programme has created
a huge boost in the demand

for aircraft production and
maintenance components.

HKPC has been working closely with
the local aviation industry and the
components manufacturing industry
over the past few years to support
the development of the aviation
parts manufacturing industry in
Hong Kong.

The first key project is a pilot
programme, supported by ITF, to
assist Hong Kong manufacturers to
develop an economy class double-
outboard aircraft seat, enhancing the
knowledge and expertise of Hong
Kong manufacturers for in-cabin
aircraft component development.

The project commenced in May
2009. Since then, HKPC has held
several discussions with accreditation
bodies, testing laboratories and
experienced aviation specialists on
aviation regulations and the technical
requirements of aircraft seats.
Currently generating an assembly
design and establishing management
and manufacturing operation
systems in compliance with HKAR-21
Hong Kong Aviation Requirements
and related accreditation regulations,
we expect to produce an aircraft seat
prototype next year.

Apart from the major project work
involved in developing such a
prototype, HKPC is also making every
effort to assist local manufacturers to
supply the non-standard metal and
plastic components for the seat’s
assembly, helping to build their
know-how in this new industry.

HKPC also organized a number

of business and technology co-
operation study missions to Beijing,
Tianjin, Hunan, Hubei and Zhuhai
on aviation and aviation-related
components. Through these
activities, Hong Kong manufacturers
have gained a better understanding
of development strategies in China’s
aviation industry together with
market knowledge of the supply of
components in the territory.
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With an aging population and growing
awareness of the importance of healthcare,
global demand for medical treatment and
supplies has been steadily increasing.

B ERFREMREERRESE
Bryan So, expert in healthcare
products and management system
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Reference manual for implementation of ISO
14971:2007 risk management system
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The industry faces numerous
challenges in bringing new medical
devices to market. Owing to the
complexities of a product, potential
side effects are not immediately
understood and serious harm

may be suffered by users during a
product’s life cycle. Therefore, all
manufacturers of medical devices
must maintain an ongoing and
systematic process to identify,
quantify and minimize risks.

Although some local medical and
healthcare devices and components
manufacturers are already certified
under ISO 13485:2003 standards,
they are still under tremendous
pressure from their immediate
customers to upgrade their risk
management capabilities to
minimize any risk associated with
identified hazards during the product
realization process.

The Hong Kong Institution of
Engineers — Biomedical Division
and HKPC jointly implemented

an SDF project for Hong Kong's
medical device manufacturers to
establish an industry-specific risk
management system in compliance
with the emerging ISO 14971:2007
international standard.

A reference manual was compiled
to provide local medical and
healthcare devices and components
manufacturers with a systematic
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implementation framework. It includes
an ISO 14971 risk management
system to sharpen their competitive
edge. Under the project, two local
manufacturers successfully obtained
the first two 1ISO 14971:2007
certificates in Hong Kong at their
own cost. Separately, HKPC worked
closely with local medical device
manufacturers to establish the ISO
13485 quality management system.

With HKPC carrying out platform
technology research on medical
device components and providing
consultancy services on prototype
development, local manufacturers
are encouraged to develop their
own capabilities in the design and
production of medical devices.

Since 2002, skin cancer has become
one of the top ten cancers in Hong
Kong. On a global basis, there are
over 2 million cases of skin cancer
each year, according to the World
Health Organization.
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Since 2002, skin cancer has become one of the
top ten cancers in Hong Kong.
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One of Hong Kong’s most well-known fast food chains has installed an automated liquid immersion

freezing system in its master kitchen.
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HKPC has successfully obtained
support from ITF to develop

a non-radioactive optical 3D
imaging system for the detection

of skin cancer. Currently, most
dermatologists carry out preliminary
diagnoses of skin cancer by visual
judgment only. The failure rate can
thus be as high as 40%.

In this connection, HKPC is
developing a patentable concept
design of an optical system and a
demonstration software programme.
The know-how acquired from the
project will enable manufacturers

to develop a commercial version of
the product, featuring multi-spectral
illumination, image capturing, 3D
geometrical reconstruction and
diagnostics to assist dermatologists
in the early identification of potential
skin cancer symptoms with a high
degree of accuracy.
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“Quality Seawater Assurance Scheme” aims to minimize the risk of
contamination of seafood.

In a further consultancy project,
HKPC is working with a local
bioscience company in the
development of an upgraded
solution for an in-vitro test kit for
Human Papillomavirus (HPV).

To this end, we conducted an overall
system evaluation and performed

a system upgrade for the in-vitro
diagnostic medical device, including
the re-design of the chamber lid and
lock, materials upgrade, change of
components and modification of the
cooling system. Overall efficiency
has been greatly enhanced after the
system upgrade.

An increase in food poisoning and
food safety incidents in Hong Kong
and the Mainland have aroused
public concerns with regard to food
safety and hygiene management.

We offer a wide range of support
services to the food and catering
industry including consultancy on
ISO22000 accreditation on food safety
management, adoption of the latest
food processing technologies, training
on hygiene and food processing
management and launch of the
Quality Seawater Assurance Scheme.

With our assistance, one of Hong
Kong's most well-known fast food
chains has installed an automated
liquid immersion freezing system

in its master kitchen. Compared to
traditional cold room systems which
take almost 12 hours to freeze the
food, this HKPC-developed liquid
freezing system is capable of rapidly
freezing one tonne of packaged
food from 90°C in just around 1
hour. The system has the advantages
of minimizing product shrinkage,
reducing freezing and/or chilling
time, reducing energy costs and
most important of all, minimizing
food safety risks.

FERENBBRERELRARMR  IRERFERE—
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Using our automated liquid freezing system, electricity
costs can be reduced by almost 50% compared to more
traditional cold room systems. More importantly, food
safety risks will also be significantly minimized.

HFEEL > RRAMRERELETESE

Dr C C Lam, veteran food safety and
hygiene management expert
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Cleaner Production

measures involve improving

management practices and

the upgrading or introduction
of new technology. Apart
from reducing pollution,

this strategy also reduces

operating costs by improving

overall efficiency. , ,
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Raymond Fong, Principal
Consultant of our
Environmental Management
Division, with over 25 years

of professional experience
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48 Hong Kong-owned manufacturers and three sourcing
enterprises were recognised as “Hong Kong-Guangdong Cleaner
Production Pan‘ners”
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The objective of this five-year
programme is to encourage and
facilitate Hong Kong-owned factories
in the Pearl River Delta (PRD) region
to improve energy efficiencies

and reduce air polluting emissions
through the adoption of cleaner
production (CP) technologies and
practices. The Programme consists
of awareness workshops, on-site
assessment, demonstration projects
and effectiveness verification of CP
improvement projects.

The Programme has made steady
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and encouraging progress in just two
years. More than 600 project funding
applications have been approved and
128 environmental technology service
providers have registered under the

scheme. It has also established a 40% x 45% :
collaboration platform for the HKSAR The State Council
Government and its Guangdong announced in
counterparts to jointly promote November 2009
cleaner production to industry. that China would

reduce the intensity
of carbon dioxide
emissions per unit

During the year, the Environment
Bureau (ENB) of the HKSAR
government and the Economic and

Information Technology Commission
of Guangdong Province (GDEIC)
jointly organized the Hong Kong-
Guangdong Cleaner Production
Partners Recognition Scheme. The
scheme recognizes the achievements
made by participating factories and
sourcing enterprises in encouraging
cleaner production practices
throughout their supply chains.

A total of 48 Hong Kong-
owned manufacturers
and three sourcing enterprises
were recognized as “Hong Kong-
Guangdong Cleaner Production
Partners” at the presentation
ceremony held in Guangzhou on 25
November 2009.
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Energy-efficient sewing
machines help to save energy
and material cost for a
garment manufacturer.
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With funding support from the
Cleaner Production Partnership
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A metal parts manufacturer installs energy saver units on its metal stamping machines, reducing the
factory’s CO; yearly emissions by more than 127 tonnes.
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Programme, a metal parts
manufacturer implemented a
demonstration project, installing
21 energy saver units on its metal
stamping machines.

The energy savers, which
automatically detect power demand
from operating equipment and
reduce voltage supply to standby
equipment without reducing the
motor speed, were able to save
energy by 28% on average. This
resulted in an annual saving of
RMB124,830, while also reducing
the factory’'s CO, yearly emissions
by 127.7 tonnes. In addition to the
environmental benefit, the overall
payback period was just 2.4 years.

Another participating garment
manufacturer replaced 65 old sewing
machines with 50 energy-efficient
models, thus saving HK$138,000 per
year. The new computer-controlled
sewing machines do not run unless
the foot-treadles are pressed, after
which the machines start up very
quickly, leading to energy savings

of 67%. In addition, the new

sewing machines are equipped

with an automatic thread cutting
device, which reduces both thread
consumption and manpower.



BT

TOWARDS A
LOW CARBON
ECONOMY

FENREXFEREERRTERD - &
BIE N RENETRBNEERES - &7
DRI DT 2 B AIBRE

HKPC plays an active role in the development
of a low carbon economy through our carbon
audit services and community programmes,
which enhance public awareness on the
importance of reducing our carbon footprint.
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Carbon-cum-energy audits are

an effective tool for proactively
identifying greenhouse gas (GHG)
emission sources and formulating
improvement measures for business
and industrial organizations. They
help companies learn about their
respective carbon footprints while
providing feasible solutions to reduce
their carbon emissions. Last year,
HKPC conducted a number of these
carbon-cum-energy audits in various
industry sectors. These ranged from
estate management to highways to
different government departments.
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We have carried out systematic energy audits
for various residential buildings. Generally

speaking, the recommended energy saving
measures will achieve savings of over 10% in

electricity. , ,

FIEE  EFENRER
Richard Lee, energy
efficiency specialist
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Two property management
companies in Hong Kong
engaged HKPC as their Qualified

62 EEEEHEER 2009/10F:R

Service Provider (QSP) to assist

the incorporated owners of nine
residential estates to apply for
funding for the implementation of
Energy Efficient Projects (EEP) under
the HKSAR government's Building
Energy Efficiency Funding Scheme.

HKPC conducted a systematic review of
the energy consumption systems in the
residential buildings to identify potential
energy conservation measures,
subsequently carrying out project
implementation for the retrofits.

A pilot building energy efficiency
programme for six Housing Authority
estates was also carried out by HKPC
during the year. We also undertook
a carbon consultancy project to help
the Drainage Services Department
develop carbon audit guidelines for
all of its sewage treatment works in
Hong Kong.

We also worked with the

Electrical and Mechanical Services
Department to compile energy
consumption indicators and develop

benchmarking tools for different
energy-consumption groups,
including the residential, commercial
and transportation sectors.

Using these indicators, individual
companies and the various energy
users can quickly determine their
energy performance and calculate
their potential energy savings, by

working towards better benchmarks.

LENRBEZE EANFAREGETT TZZYEE
IRz S E 5T E

HKPC carries out a pilot building energy efficiency
programme for six Housing Authority estates.




Carbon "Less" Certificate
Hong Kong Awards for
Environmental Excellence
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HKPC was commissioned by the
HKSAR government to develop

and implement the Hong Kong
Awards for Environmental Excellence
(HKAEE), one of the most prestigious
and reputable award schemes in

g Kong.

now consists of 3 different
“'schemes: Environmental Labels,

Carbon“Less” Certificates and
Sectoral Awards. As of February
2010, over 1,300 certificates or
awards have been presented to
organizations with outstanding
environmental contributions under

corporate efforts to reduce their
carbon footprints.

Organizations interested in
attaining these Carbon”Less”
Certificates must first identify their
baseline carbon footprint and then
take measures to reduce their
carbon emissions. Responsible

for the design, development and
implementation of the Scheme,

we presented four Carbon”Less”
Certificates during the year, making
these organizations the first to
‘receive these awards in Hong Kong.

the HKAEE's various schemes.

The Carbon”Less” Certificates
Scheme, introduced as a major
initiative under the Hong Kong
Awards for Environmental
Excellence, is the first-of-its-
kind programme in Hong Kon
— it encourages and recogni

‘ ‘ [FRIRARAHETE | EBAE=F > LB
BRSBTS [ B SRR BAYR | 5181
ToI [ BRI RE | E8] > BERHIRRE
EXEBHERENER -

The Hong Kong Awards for Environmental
Excellence are striding forward into

their third year of operation. Recipients
are recognized for fulfilling the
established criteria in “Caring b
for the Environment” under the
Caring Company Scheme. The
scheme reflects the importance
of environmental performance
in the fulfillment of a
company’s corporate social
responsibilities. , ,

REEEEX  FWE
Our expert in environmental
management: Clement Li

HONG KONG PRODUCTIVITY COUNCIL A
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In response to the government’s
appeal to embrace green community
initiatives, a charitable organization
commissioned HKPC to provide
consultancy services to formulate

its overall environmental strategies
and identify cost-effective

green initiatives and technology
applications. The resulting
framework also had to be applicable
to its 70 service units, which provide
community, health and medical, as
well as education services.

At the same time, we launched a
Green School Initiative Campaign

to promote good environmental
practices among schools and non-
profit organizations through the
application of green technology
such as food waste conversion
systems and other renewable energy

installations such as solar panels and
green roof systems.

With the booming economy in the PRD
and growing concerns with regard

to climate change, the scramble for
freshwater resources among different
users in the region is expected to
skyrocket. The Hong Kong government
has taken the initiative to look for
alternative water resources together
with the development of a total water
management strategy. One of the
proposed management measures

is to use greywater for non-potable
purposes such as the flushing of
toilets, irrigation and street cleaning.

FRAEREZEFFD
Indoor Air Quality Information Centre
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Our Greywater Recycling System not
only minimizes potential environmental
pollution, it also extends the useful life
of our water resources.

BREEELT > BHESH _-FHBEEESKIER
Dr Anthony Ma, veteran wastewater
treatment expert with over 22 years of

experience

LS
REZEFZGH 25K

Condensation collected from campus
air-conditioning system

(Y EatEplEas 2009/10E3H

BRI % F 29K

Wastewater collected from
toilet basins
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Greywater collected will be recycled for irrigation purpose
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Greywater is the wastewater
discharged from baths, showers and
hand-wash basins. Unlike domestic
sewage, greywater is relatively less
polluted. Thus, it can be recycled and

reused for specific purposes without going through complex treatments

and complicated operations.

HKPC was commissioned by the City University of Hong Kong to design

and develop a greywater recycling system to recycle greywater collected

from basins and the condensation of its campus air-conditioning system

for irrigation purposes. The system came into operation in mid 2009,

to become the first and largest full-scale greywater recycling system in

Hong Kong.

While tofu is a very common dish in Chinese cuisine, the production

of such bean products can cause a major threat to the environment if

proper effluent treatment facilities are not in place.

In 2009, HKPC was commissioned by two bean curd factories in the

New Territories to mitigate this environmental nuisance problem by

upgrading their existing wastewater treatment facilities through the
retrofitting of our patented BM-COMBO technology. |

Highly impressed by the results, representatives from the Environmental

Protection Department, the Agriculture, Fisheries and Conservation ~

Department and local farming associations who inspected the factories = |
when the upgrading was completed in January 2010, were unanimous - -

- - = 4
in encouraging HKPC to promote this technology to the entire bean " )

curd manufacturing industry as well as the pig farming industry. =~ | 7

L ---,.;m \ \

I' “T-Ilmr-r : D
—#

ﬁ\

'\ - .'\"'
,..,! a {"&r"\i
£ 5 BRI BM-COMBO /L%é:"%ﬁ%ﬁﬁ%f{*? () (\:-\‘ﬁ\ Y
HKPC's patented BI\JI1 CQMB‘?. l“echra(,lzllog)a.‘N 7~ 1""‘ - (""'\ n ‘

f‘\""\f"

-

- C e L \,"\

"






bk D AR 755
THE HEART TO

SERVE




/0 AR3E M. THE HEART TO SERVE

fof i1
IN GOOD
COMPANY

RRASHMEERGEELSEETIHE
HEENER . — - BABTHEEENE
RERLEBED -

As more and more European and US buyers
include CSR as a criterion in their selection of
suppliers, commercial enterprises that have
implemented CSR practices unarguably gain an
edge over their competitors in these markets.
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In fact, ISO 26000 Guidelines on
CSR will be published in 2010. HKPC
is therefore focusing on helping
businesses to kick-start their CSR
initiatives based on this new ISO
26000 standard.
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ELDERLY SERVICE SCHEME

FETTE IR
We launched our first CSRA% reports, the formulation of taskforces ’ e
pilot programme targeting the toy and the sharing of experience. Upon 4“4 Healthy Aging
industry in collaboration with The the completion of this half-year HEd @S TE2heWREEER%
Chinese Manufacturers’ Association programme, the successful model B AEHPBEEARESEe S
of Hong Kong (CMA). will be promoted to other sectors W EBEEERS] 18 WESZEYS

such as the electrical appliances, EEREMHER  HEEEEE -

This CSRRE programme includes electroplating and catering
training on I1SO 26000 and CSR, industries, etc. In view of the growing public concern
reviews and recommendation over the quality of services in elderly

homes, HKPC partnered with the
Hong Kong Health Care Federation to
develop the “Quality Elderly Service
Scheme” to recognize and enable
consumers to identify quality service
providers in this sector.
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A tailor-made set of assessment criteria, focusing on

consumer rights and elderly safety, help us to better
evaluate the capabilities of applicants for the “Quality

Elderly Scheme”. , ,

-
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We have established a set of
assessment criteria based on
industry surveys and other research
to assess the quality of service
providers for the elderly, with

the evaluations being conducted

ERE BBETSEEEREHE
Eric Pheng, assists in implementing
various quality service schemes

by a team of professional HKPC
assessors. Excellent service providers
are granted a “Quality” decal

in recognition of their service
achievement. Enhancing the quality
of services to the elderly, the scheme
will benefit not only the elderly but
our society as a whole.

With the official launch of the
scheme on 21 May 2009, the first
batch of over 30 participating elderly
service providers have already had
their evaluations completed by our
team of professional assessors.

To date, over 20 elderly service
providers have been granted their
“Quality” decals in recognition of
their quality services.
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ESD Service Limited worked in
partnership with us to develop and
establish Hong Kong's first certification
scheme for the wedding services
industry. The “Quality Wedding
Merchant Scheme” (QWMS) helps
brides- and bridegrooms-to-be identify
quality merchants in the wedding
services sector.

HKPC is the designated third-party
assessor for the scheme. To date,
over 230 outlets, including hotels,
restaurants, wedding services
providers and retailers, have obtained
their “Quality Wedding Merchant”
status since the scheme’s launch.

' o EIEEE Pt &
gsp f’-:-' Quality Wedding Merchant Scheme
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HKPC is the technical consultant behind the “ERB Manpower Developer Award Scheme”.

AFL%E
94« A Leading Manpower
Developer
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With extensive experience in a broad
range of consultancy services on
training and development and in
maintaining a pool of professional
assessors, HKPC has been appointed
by the Employees Retraining Board
(ERB) as a technical consultant in
the design of the “ERB Manpower
Developer Award Scheme”. The
scheme was successfully launched in
December 2009 to drive a corporate
culture that encourages manpower
development.

The scheme acknowledges an
organization’s outstanding
accomplishments in manpower
development in accordance with
a set of objectives and assessment
criteria developed by HKPC.

Organizations that fulfill the criteria
receive a “Manpower Developer”
(MD) accreditation in recognition of
their achievements and commitment
to manpower development. Since
the launch of the scheme, 81 large

organizations and 27 SMEs from
various industries have submitted
their applications with 80 of them
passing the assessment criteria. The
special designation of “MD-1st”
will be granted to this first batch of

successful organizations.
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The automotive service sector is one of Hong
Kong’s major service industries. Covering the
fields of car sales, maintenance, parts sales,
car beautification, finance, insurance, etc, it
represents some 7,000 enterprises, serviced
by over 53,000 practitioners.

BESRERS
4 ¥4 Driving Quality
Services
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With HKPC's assistance, nine

local associations and engineering
societies in the automotive industry
signed a Quality Service Charter

in April 2009 affirming their
commitment to not only keep

up, but also raise, service levels
within the automotive industry.
Subsequently, a second step was
taken with the formation of the
Federation of Automobile Services
Industry Hong Kong (FASHK) in mid-
November 2009.
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To enhance the image, integrity and
quality of the automobile retailing
sector, the Trade and Industry
Department has granted funding

to HKPC and the Right Hand Drive

‘ ‘ BERMEHET [ BERSTE | RRBEIR
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With our proven record in various quality service

schemes, we are assisting the industry to develop

a Quality Automobile Service Scheme for the

industry to raise its professional standards. , ,

WkR  BERBHIER
Vincent Tse, quality service
accreditation schemes specialist

Motors Association (Hong Kong) to
carry out the “Quality Upgrading
Programme for the Automobile
Retailing Sector”. This initiative aims
to lift service quality and enhance
professional standards among
automobile retailers through a series
of development and enhancement
programmes.

While this upgrading programme

is being implemented, HKPC will
also be developing the “Quality
Automotive Retailing Scheme”
(QASS) to recognize the quality of
car sales organizations. QASS, to be
launched in the second half of 2010,
will be operated on a voluntary and
self-financed basis.

ERBERHEREEHE [BETERBENE -
Local associations and engineering societies in the automotive industry sign a Quality Service Charter.
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HKPC continues to be the
professional consultant for the
Quality Tourism Services Scheme,
which was established by the
Hong Kong Tourism Board (HKTB)
in 1999 to help tourists identify
quality service providers. With the
professional assistance of HKPC, the
service quality of QTS-accredited
establishments are assessed and
monitored under stringent criteria.



B
it ] B R
A Quality Restaurant’ recognised by
the Hong Kong Tourism Board
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A Quality Shop’ recognised by
the Hong Kong Tourism Board

QUALITY TOURISM SERVICES
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HKPC is the professional consultant for the Quality Tourism Services Scheme.

As at the end of March 2010, over
7,100 outlets from the retail and
catering sectors had been accredited
under the Scheme. According to a
survey conducted by HKTB in 2009,
around 90% of accredited merchants
agreed that the QTS Scheme has
helped them to maintain quality
services and a positive corporate
image. Just as encouragingly, 94%
of them were satisfied with the
assessment system.
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HKPC was commissioned by the
Food and Health Bureau to act

as the accreditation body for the
development and implementation
of the Quality Seawater Assurance
Scheme to enhance the quality

of seawater supplied to users

to minimize the risk of seafood
contamination. Merchants who fulfill
the scheme’s accreditation criteria
receive both accreditation status and
logo recognition.

HKPC has helped over 200 traders
to upgrade their systems both in

the technical and management
aspects to achieve their accreditation
requirements since the scheme's
launch in 2006.

{8 5 7§ oK 32 vJ &1
Quality

Seawater Assurance Scheme
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HKPC acts as the accreditation body for the
Quality Seawater Assurance Scheme.
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Compared with internet

forums and discussion

e . SV=F F — groups, i-Exchange is a

' L'brary & U2 A SR RY 15 more effective information

BMUES  METHERE  URER management tool, facilitating
staff communications and

(¥XKEN > SBBIMASE - enhancing the sharing of

business intelligence. , ,
Inspired by these new social media

concepts and emerging technologies
such as Web 2.0, HKPC has developed
two knowledge management
platforms, i-Exchange and i-Library,
to facilitate internal collaboration and
knowledge sharing, improve work
procedure and stimulate cross units
business referrals.
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While a number of business intelligence systems enable the
recording of operational information, these tools are either
too costly or inflexible to cater for individual user needs.

i-Library and i-Exchange however provide a ready-made
tool and powerful repository for knowledge management.
Together with a user-friendly interface, i-Library and i-
Exchange help an enterprise build a centralized platform of
its intellectual capital within a short period of time. Personal
content contributions, such as updated client contacts and
business referrals can be accessed and located by others,
transforming the information into knowledge resources for
the entire corporation.

i-Library and i-Exchange are specially designed for ODM and
OBM manufacturers, legal and financial services, education
and training, engineering or any institution in possession of a
large pool of intellectual capital. The cost-effective nature of
the platform also makes it affordable for SMEs.
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HER  TAHEER  SFIESEHERITHERRS
Tao Kwok-wai, expert in information technology,
specialized in developing new applications for emerging

technologies

HONG KONG PRODUCTIVITY COUNCIL ANNUAL REPORT 2009/10




E® 5 1 9@ CONNECT, SHARE, COLLABORATE

f. #EI Web 2.0

Embracing Web 2.0

| Get short, timely messages from HKPC.
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With various Web 2.0 platforms, HKPC can actively exchange views with business and IRAEEEN RN RN ITEXE
public communities. BR7% ©
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H--- ¢ AR SE R SEN AN JANATE AN In response to the call for
M e ey ey W B KRRARA - T e connectivity and interactivity,
i g, g D L. Wil Farg. e Hal )
S _ HKPC's revamped website
T 2 E A www.hkpc.org has adopted
ki various Web 2.0 features, including
ko o TRERY] RE0 - Facebook, Twitter, Youtube, Flickr,
e | i et R

and Wikipedia in its new design.

At its core is the integration of a
more user-friendly interface with

82 EHBLEENREER 2009/10F3R



FEDBREIL [HKPCERBE | i FE  BEEXRHEETREZREHELR -
The Hong Kong Industry Network Clusters (HK-INC) is set up to collect industry views on key issues
relating to the development of Hong Kong industry.
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HKPC adopts open source website content management system in building the new corporate website.

interactive elements. With these
newly deployed Web 2.0 platforms,
we can actively exchange views with
business and public communities
online, and respond in a timely
manner to their needs. The new
design also ensures easy navigation
for visitors when browsing through
our full spectrum of industry support
services.

In the upgrading of the website,
HKPC's information technology
specialists have turned to Open
Source Software (OSS) solutions.
As a result, we are one of the
first public organizations in Hong

Kong to adopt the OSS content
management system in building our
website. Our OSS-based website
clearly demonstrates the versatility of
0SS applications, leading by example
for other enterprises in the region.

f HKPC Sk BE

‘ HK-INC
EEBERTANBLEIRTAZ
R - £EHNREREERELE
B o

Bt — P INsg N R1T E A SR BRI
BE - £ENBR2009F 6 AT
EHBITEEBBATE — [HKPC
SBE] RAEBESIENEERE
[EEERER - WRABITRELE

BE—F 0 [HKPCEBE | 8177 MK
BHE SRR AEMSEMNESR
RI¥E  MRFHEELHERITTE

TRENEHE -

While actively developing various
advances in on-line communication
tools, HKPC has never played down
the importance of face-to-face
communication.

To further boost our strategic
partnerships with different industry
sectors, a new cross-sector business
consultation platform, the Hong
Kong Industry Network Clusters
(HK-INC) was set up in June 2009, to
collect industry views on key issues in
Hong Kong. The opinions collected
will be compiled and reflected to the
government for consideration.

During the year, two consultation
meetings were held on topics related
to the domestic sales market and
the environmental industry in Hong
Kong. Further consultations will be
scheduled in the coming year.
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HKPC established The Centrepoint at its
headquarters, providing a physical platform
where the business community can converge
for networking purposes and the building of
business synergies. This flagship platform
currently serves 25 association members and
17 licensees.

1,860

participants
eIk

%% » £ The Centrepoint 22
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Over 32 seminars and
business-networking
functions, attended by over
1860 participants, were held
at The Centrepoint during
the year, creating numerous
opportunities for business
collaboration.
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The Commissioner for Innovation and Technology,
Miss Janet Wong, visits HKPC.
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HKPC and now Business News Channel jointly organize an
economic summit to explore the best strategies for SMEs to
upgrade and transform.
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4,028

visitors

A host of new initiatives have been
introduced in the past year to

extend our reach to the business
community and other commercial
organizations. In April 2009, a joint
project was launched with now
Business News Channel. The project
includes a 10-part TV series called
“Star Companies Files”, featuring
the success stories of local businesses
as well as the journeys undertaken to
raise their competitiveness with our
help. It also covered an economic
summit, which was held in June,

to explore the best strategies for
SMEs to upgrade and transform

their business amid the changing
economic landscape.

To raise public awareness on new
and innovative applications in daily
life, the Council teamed up with
Radio Television Hong Kong for the
broadcast of a technology series in
June 2009.

Communicating our mission and
services to a wider audience, our
visitor programme introduces our
wide spectrum of industry support
services to local, Mainland and
overseas delegations both through
visits to the Council as well as to
other related industry support
organizations. Under this programme,
4028 visitors and 184 delegations
visited us during the year.

FRHE 4,028 VT E K 184 K
REZFERE °

4,028 visitors and 184 delegations
ﬁ visited HKPC during the year.
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People are our most valuable asset. By creating a rewarding
and supportive work environment and by wholeheartedly
embracing a work-life balance, we are building a better
organization for our staff and stakeholders.
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TOY STORY
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Around 30,000 toys were collected
from more than 30 companies and
donated to underprivileged children
and their families through a series
of activities, such as fun days and
outdoor excursions, which were
organized jointly with local social
service organizations.
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HKPC co-organizes fun days with social service organizations,

distributing toys to underprivileged children.

[1Lift B SEE T ZTIEBUEERR

“One Lift Day” encourages HKPC staff to
save energy by using the stairs more.
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Greening Our
Workplace
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[EEBEER |-
HKPC actively participates in major green

campaigns such as the “HK Car Free Day” of
Green Peace.

HKPC is constantly aware of our
corporate social responsibility to help
reduce carbon emissions in Hong
Kong. We thus launched our “Green
Work Life Campaign” in December
2008 to motivate our staff not just
to save energy, but also to foster an
environmentally conscious

work culture.

Improvements in building services
installation and processes were
introduced and a green corner

was set up in our HKPC building to
disseminate green tips to staff. Paper
cups were no longer used in our
offices, for example, and hard copies
were only printed when necessary.
HKPC also participated in major green
group campaigns, including “World

Environment Day”, Green Peace's
"HK Car Free Day"” as well as Friends
of the Earth Hong Kong's “Power
Smart Energy Saving Contest”.

Our environmental and process
improvement specialists have carried
out process reviews for our various
divisions to identify potential energy
and resource saving office practices.
As a result of this campaign,
reductions in electricity, water and
toner consumption were achieved in
2009 as compared to 2008, leading
to a saving of around $280,000

for the year. This “green work
culture”, which has grown from the
“green measures” introduced, has
successfully taken root throughout
the organization.
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Our trainee consultants are recruited from top-notch university graduates. e T B SRPI 7S Bk 2 R -
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New staff members visit SZ-HK Productivity Foundation.

It is an HKPC priority to build

a resourceful and professional
workforce. Through a structured
talent development programme,
we are building an erudite team
of consultants both for today and
tomorrow.

A trainee consultant induction
programme was introduced

to recruit top-notch university
graduates to groom necessary talent
for our long-term development
needs. Trainees receive professional
and intensive on-the-job training

in the different divisions with the
possibility of taking up Associate
Consultant positions upon
completion of their one-year
programmes.

BRI ETREEERS

Our best performers are commended
by the management team.

HKPC is committed to the long-
term growth and sustainable
development of staff members. Staff
are encouraged to participate in the
many public programmes offered

by our Productivity Training Institute
and other external institutions. In
2009/10, HKPC allocated an average
training budget of over HK$5,000
for each member of staff, resulting
in an impressive total of about
15,000 training hours being carried
out on behalf of staff.

Upgrading staff academic
qualifications, both for their own
personal development and the
professional support and ongoing
growth of HKPC, Academic Training
Scholarship and Sponsorship

programmes were introduced in
April 2009 to cover Bachelor, Master
or Doctorate Degree programmes
undertaken by staff.

A focus on continuous improvement
was introduced to motivate staff
members to initiate constructive
corporate-wide and cross-

divisional suggestions in work flow
improvements, cost reductions,
customer service improvements

and innovation, to create a culture
of continuous improvement
throughout the organization. At the
end of March 2010, a total of 191
improvement suggestions at the
corporate or cross-divisional level
had been received from staff.
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SRC also mobilized staff’s participation in external
charity and community events, including Dress Special
and Blood Donation Days. Sports and leisure activities,
ranging from hiking, bowling and photography to
sightseeing tours and cooking lessons were also
organized to help staff attain a more balanced and
healthy lifestyle.
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SRC also organizes monthlygff‘l‘uncheons featurmg
prominent personalltles as guest speakers to expand s
staff vision and broaden their horizons. Topics covered ‘
" fanged from de5|gn pol|t|cs a,nd sports -
to the arts and culture. The objectlve was
“to eﬂrlch staff with new knowle,dge and
more diverse views.
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¥ The Council
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The Council is the HKPC's governing
body, providing strategic leadership
in the fulfillment of the functions of
HKPC.

The Council comprises not more
than 23 Members appointed by the
Chief Executive of the HKSAR, of
whom five shall be public officers.
Among the non-official members
(who represent management,
labour and professional or academic
interests), a Chairman and a Deputy
Chairman shall be appointed.
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The Chairman, and other Members,
of the Council are non-executive

in nature. The Council was chaired
by the Hon Andrew Leung for

the first three months of the year
under review, who retired from the
Chairmanship after six and a half
years of service. Mr Clement Chen
assumed the new Chairmanship
with effect from 1 July 2009. In the
year under review, the Council has
convened five meetings. It provided
strategic guidance on how to chart
the course of 2009-10 for the
support of business enterprises in the
aftermath of the financial tsunami.
Attendance records of individual
member are available on page 105.

y EEEZESHIREMEE
¥ Council Members’
Responsibility for the

Accounts
FEEeL8YBRLATHEEXHER
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Council Members acknowledge
their responsibility for ensuring
that the preparation of the annual
accounts of HKPC is in accordance
with statutory requirements and
applicable accounting standards.

The statement of the Auditor

of HKPC about their reporting
responsibilities on the accounts
of the HKPC is set out in the
Independent Auditor’s Report on
page 107.
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¥ Council’s Committees
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Under the auspices of the Council,
four committees have been set

up to look after different aspects

of Council Business. These

four committees are the Audit
Committee, the Finance Committee,
the Staffing Committee and the
Business Development Committee.
All the Committees are accountable
to the Council.

The minutes of the Council and
Committees (except discussion items
containing commercially sensitive

or confidential information and the
minutes of the Audit Committee) are
made available on a non-attributable
basis on HKPC's website.
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¥ Audit Committee
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The Audit Committee is
established to monitor and make
recommendations to enhance
HKPC's healthy corporate
governance in financial reporting,
risk management, internal control
and compliance with relevant laws
and regulations. The Committee
is authorized by the Council to
investigate any activity within its
scope of duties.

Besides, the Committee considers
the appointment of HKPC's external
auditor for the Council’s approval.

It discusses the nature and scope

of the audit with HKPC's external
auditor before the audit commences,
if necessary. The Committee reviews
the annual financial statements to
ensure adequate disclosure and
compliance with relevant standards
and regulations. Furthermore, it
discusses problems and reservations
arising from the final audit and any
matters the HKPC's external auditor
may wish to discuss.

During the year in review, HKPC
reported to the Committee the
benchmark results on its practices
with the Code of Corporate
Governance as set out by the
Hong Kong Stock Exchange
Limited in Appendix 14 to the
Listing Rules. To the extent that
they are applicable to HKPC and
to reinforce the importance,
which HKPC attaches to corporate
governance, these benchmarks
will provide a basis for HKPC to
continually review and update our
corporate governance practices.

The Audit Committee is chaired by
a Council member and currently
has five members. It met three
times during the year under review.
Attendance records of individual
members are set out on page 105.

y UBESE
Finance Committee
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The Finance Committee monitors the
financial performance of HKPC and
ensures that funds made available
are properly accounted for. The
Committee approves HKPC's three-
year forecast and recommends an
annual programme and estimates
for consideration by the Council.
The Committee advises the Council
on matters relating to HKPC's
financial policies and also on the
transfer of funds between major
heads of expenditure, as required by
the HKPC Ordinance. The Finance
Committee also determines the
charging levels of HKPC's services.
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The Council regularly reviews the
terms of reference (TOR) of its
committees. During the year in
review, we have reviewed and
expanded the TOR of the Finance
Committee to enable the Committee
to approve major changes to HKPC's
procurement, fixed asset and building
management policies and practices.

The Finance Committee, which

is chaired by a Council member,
currently has six members. During
the year in review, it met four times
concurrently with the Council and
since November 2009, it has met
twice separately from the Council.
Attendance records of individual
members are set out on page 105.
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Staffing Committee
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The Staffing Committee approves
the appointment and promotion
of senior staff, apart from the
Executive Director and the Deputy
Executive Director. The Committee
monitors the staffing situation

and recommends changes to

the Council where appropriate.

It advises the Council on human
resources development policies. The
Committee also monitors HKPC's
general terms and conditions of
service to ensure that these are
adequate to recruit and retain
competent staff, and recommends
changes to the Council where
necessary. The Committee provides
a channel between the Council
and staff for the communication
of grievances about terms and
conditions of service, in situations
where they cannot be resolved by
consultation.

The Staffing Committee is chaired
by a Council member and currently
has nine members. It met four
times during the year in review.
Attendance records of individual
members are set out on page 105.
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Business Development
Committee
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The Business Development
Committee monitors the
performance of HKPC's subsidiary
companies, recommends the
appointment of Chairmen of the
subsidiary companies, endorses
annual budgets of the subsidiary
companies and identifies their
subvention implications (if any)

for the approval of the Council.

The Committee reviews business
activities and explores new business
opportunities, and advises the
Council on the business development
of HKPC in relation to HKPC's role in
the changing industrial environment.

The Business Development
Committee is chaired by a Council
member. It currently has seven
members. During the year in review,
it met three times. Attendance
records of individual members are
set out on page 105.
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The Council attaches significant
importance to maintaining a high
standard of corporate governance
and the enhancing of its transparency
and accountability to the public. The
external and internal audit systems
are instrumental in this regard.
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¥ External Audit
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The Council has appointed KPMG as
the external auditor to conduct an
audit of its financial statements. The
external auditor plays an important
role in reviewing the fairness of

the annual accounts and was not
employed for other non-audit work
in Hong Kong during the reporting
year, though KPMG's PRC subsidiary
"KPMG Huazhen” did provide PRC
tax advisory services during the
reporting period.

The external audit plays an important
role in reviewing the financial
statements as well as strengthening
the internal controls of HKPC. Before
the audit commences, the external
auditor discusses the nature and
scope of the audit with the Audit
Committee if necessary, together
with any matters the external auditor
may wish to discuss in the absence
of management. Any management
letter from the external auditor and
the management’s response will be
reviewed by the Audit Committee.
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¥ Internal Audit
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The Council’s Internal Audit Unit
plays a major role in monitoring

the HKPC's internal corporate
governance. The three-member unit
is led by a Principal Consultant, who
reports directly to the Chairman of
the Audit Committee and has direct
access to the full Council through the
Chairman of the Audit Committee.
At each and every Audit Committee
meeting, the Internal Audit Unit
reports to the Committee its findings
on selected audit programme and
compliance checking.

In the year under review, the Internal
Audit Unit conducted nine audit
programmes and 15 compliance
checks in the financial, procurement,
human resources, administration
and information technology aspects.
The audit programmes are reviewed
and agreed by the Audit Committee
in advance.

i R ERES I

¥ Internal Control
BRERNTLEEHNER BN B
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To ensure an effective system of
internal control is in place, the
Management has also performed the
following tasks during the reporting
period:

e review the effectiveness of the
system of internal control and
report to the Council through
review of the findings and
recommendations as set out in the
reports of internal audit;

e review the resources for all
divisions during the annual
programme and estimates exercise;

e conduct frequent review of the
business, external environment
and significant risks as part and
parcel of the annual programme
and estimates exercise; and

e meet with external auditors
together with the Audit
Committee Chairman and report
any control weaknesses as well
as the effectiveness of financial
reporting and compliance as
discussed during the meeting of
the Audit Committee.
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In accordance with the requirements
of the HKPC Ordinance, the HKPC's
Annual Report, with the statement
of accounts, is tabled at the
Legislative Council each year. To
enhance transparency, the annual
emoluments of each and every senior
executive at the top two tiers of the

HKPC management are disclosed
under Note 16 to the financial
statements on page 145.

The attendance of Members in
Council and Committees is detailed
on page 105.

Since November 2009, the minutes
of the Council and Committees
(except discussion items containing
commercially sensitive or confidential
information and the minutes of the
Audit Committee) have been made
available on a non-attributable basis
on HKPC’s website.

Separately, the Council adopted

a two-tier reporting system for
declarations of interest by Council
Members, who are required to
disclose upon first appointment and
annually thereafter proprietorships,
partnerships or directorships of
companies. They are also required to
disclose remunerated employments,
offices, trades, professions or
vocations as well as shareholdings in
companies, public or private (being
1% or more of the company’s issued
share capital).

The register of declarations is made
available for public inspection upon
request. Furthermore, Members
are required, as soon as practicable
after they have become aware of it,
to disclose to the Chairman (or the
Council) their interest in any matter
under consideration by the Council
prior to the discussion.
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RASIEL (8 1/1/2010)
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Prof Tuan Chyau (resigned on 24/8/2009) 0/2 0/1
Mr Choi Kam-wah 4/5 3/3 2/3
EIF SR, MH
Mr Poon Siu-ping, MH 4/5 3/3
BRI+ (/7 22/3/2010)
Ms Marilyn Tang Yin-lee (from 22/3/2010) iVl
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Permanent Secretary for Commerce and Economic Development
(Communications and Technology) or his alternative members 5/5
REFTRHREE RS HIGHER
Commissioner for Innovation and Technology or her alternative members 5/5 3/3 3/3 4/4 3/3
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Director-General of Trade and Industry or her alternative members 5/5
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SC - Staffing Committee, BDC — Business Development Committee, FC — Finance Committee, AC — Audit Committee
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INDEPENDENT AUDITOR’S REPORT TO THE
COUNCIL MEMBERS OF THE HONG KONG
PRODUCTIVITY COUNCIL

(Incorporated in Hong Kong under the Hong Kong Productivity Council Ordinance)

We have audited the consolidated accounts of the Hong Kong Productivity
Council (“the Council”) set out on pages 109 to 155, which comprise

the consolidated and Council balance sheets as at 31 March 2010, and

the consolidated and Council income and expenditure account, the
consolidated statement of comprehensive income, the consolidated
statement of changes in reserves and the consolidated cash flow statement
for the year then ended, and a summary of significant accounting policies
and other explanatory notes.

COUNCIL’S RESPONSIBILITY FOR THE ACCOUNTS

The Council is responsible for the preparation and the true and fair
presentation of these accounts in accordance with Hong Kong Financial
Reporting Standards issued by the Hong Kong Institute of Certified Public
Accountants and the Hong Kong Productivity Council Ordinance (“the
Ordinance”). This responsibility includes designing, implementing and
maintaining internal control relevant to the preparation and the true and
fair presentation of accounts that are free from material misstatement,
whether due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that are reasonable
in the circumstances.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these accounts based on our
audit. This report is made solely to you, as a body, in accordance with the
Ordinance, and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of

this report.

We conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified Public Accountants.
Those standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance as to whether the
accounts are free from material misstatement.
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An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the accounts. The procedures selected
depend on the auditor’s judgement, including the assessment of the risks
of material misstatement of the accounts, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and true and fair presentation of

the accounts 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 Council, as well as
evaluating the overall presentation of the accounts.

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

OPINION

In our opinion, the consolidated accounts give a true and fair view of the
state of affairs of the Council and of the Group as at 31 March 2010 and
of the Council’s and the Group'’s surplus and the Group’s cash flows for
the year then ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance with

the Ordinance.

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

3 August 2010



201043 A31H (LUEK R ER)
at 31 March 2010 (Expressed in Hong Kong dollars)

200993 A31H  #2008F4 A 18

(E#R) (%)

fiaE Bl (ke Pzl B=l At 31 March 2009 At 1 April 2008
izl At 31 March 2010 (restated) (restated)

Non-current assets
Fixed assets

Investments in non-controlled
subsidiaries
Interest in an associate

Current assets
Consumables

Accounts receivable, prepayments
and deposits
Cash at bank and in hand

Current liabilities

Accounts payable and accruals

Amount due to a non-controlled
subsidiary

Amount due to an associate

Government loan

Tax payable

Net current assets / (liabilities)

Total assets less current liabilities

Non-current liability
Government loan

NET ASSETS

Capital subvention fund and
reserves attributable to
the Council

Minority interests

F116 =5 155 AN EBAKRE M —#2 -

CAPITAL SUBVENTION FUND
AND RESERVES

$200,400,330

10,000
1,340,524

$201,750,854

29,825,864
154,738,793

$184,564,657

$134,867,684

361,306
739,221
13,025,403

$148,993,614

$35,571,043

$237,321,897

$237,321,897

$233,716,165

3,605,732

$237,321,897

$201,757,657

10,000
1,339,097

$200,286,401

10,001
1,265,627

$203,106,754

$201,562,029

$89,175

24,944,110
147,499,697

$89,175

39,644,706
114,228,454

$172,532,982

$153,962,335

$147,831,018

63,828
733,321
13,025,401
126,244

$141,696,548

319,720
687,097
13,025,401
422,938

$161,779,812

$156,151,704

$10,753,170

$(2,189,369)

$213,859,924

13,025,403

$199,372,660

26,050,804

$200,834,521

$173,321,856

$200,505,784

328,737

$172,792,611

529,245

$200,834,521

The notes on pages 116 to 155 form part of these accounts.

$173,321,856
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201043 A31H (LUEK R ER)
at 31 March 2010 (Expressed in Hong Kong dollars)
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110

b=l 7420105E3 A 31 H
o]z At 31 March 2010

Non-current assets
Fixed assets
Investments in subsidiaries

$200,037,980
18,732,001

$218,769,981

Current assets
Consumables

Accounts receivable, prepayments
and deposits

Amounts due from subsidiaries
Cash at bank and in hand

25,500,672
4,522,536
143,282,686

$173,305,894

Current liabilities

Accounts payable and accruals
Amounts due to subsidiaries
Government loan

$130,844,098
13,805,289
13,025,403

$157,674,790

Net current assets / (liabilities)

$15,631,104

Total assets less current liabilities

Non-current liability

Government loan

$234,401,085

NET ASSETS

$234,401,085

CAPITAL SUBVENTION FUND
AND RESERVES

EBEENRER 2009/10F3K

$234,401,085

20093 A31H

(EHH)
At 31 March 2009
(restated)

720084 A1 H

(&%)
At 1 April 2008
(restated)

$201,251,514
18,732,001

$199,600,353
20,020,001

$219,983,515

$219,620,354

$89,175

24,073,057
1,809,759
131,813,914

$89,175

36,103,719
3,548,857
100,569,318

$157,785,905

$140,311,069

$139,812,510
12,487,167
13,025,401

$138,123,161
10,919,503
13,025,401

$165,325,078

$162,068,065

$(7,539,173)

$(21,756,996)

$212,444,342

13,025,403

$197,863,358

26,050,804

$199,418,939

$171,812,554

$199,418,939

The notes on pages 116 to 155 form part of these accounts.

$171,812,554




2201093 A 31 HIFFE (LB RER)
for the year ended 31 March 2010 (Expressed in Hong Kong dollars)

Income

Government subvention for recurrent activities
Services income

Other income

Expenditure

Staff emoluments

Other expenses

Share of loss of an associate

Taxation

Transfer from/(to):

— Capital subvention fund to match
with the related costs of

— loss on disposal of fixed assets
— depreciation charge for the year
— interest expenses on government loan

— Difference between fixed assets purchased and
capital subvention for the year

— Minority interests

F116 =5 155 AN EBAKRE M —#2 -

Net surplus transfer to revenue
subvention reserve

$153,019,250
278,716,220
8,139,178

$439,874,648
(260,994,451)
(178,546,002)
(9,302)

$324,893

(157,893)

$167,000

1,194,548
18,463,854
1,467,107

3,318,147
(180,415)

$24,430,241

The notes on pages 116 to 155 form part of these accounts.

2009
(E3R)
(restated)

$152,431,000
279,469,780
11,249,391

$443,150,171

(258,607,060)
(193,617,201)
(10,962)

$(9,085,052)

147,226

$(8,937,826)

348,912
18,804,429
2,536,900

(6,704,087)
200,508

$6,248,836
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2201093 A 31 HIFFE (LB RER)
for the year ended 31 March 2010 (Expressed in Hong Kong dollars)

2009
(E3R)
(restated)

Net surplus transfer to revenue
subvention reserve $24,430,241 $6,248,836

Minority interests in the results for the year 180,415 (200,508)

$24,610,656

Other comprehensive income for the year

Exchange differences on translation of
accounts of the People’s Republic of
China (“PRC") subsidiaries $159,868 $743,388

Total comprehensive income for the year $24,770,524 $6,791,716

Attributable to:
— The Council $24,493,529 $6,992,224
— Minority interests 276,995 (200,508)

Total comprehensive income for the year $24,770,524 $6,791,716

F 11625 155 BB ARE N —H © The notes on pages 116 to 155 form part of these accounts.
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2201093 A 31 HIFFE (LB RER)
for the year ended 31 March 2010 (Expressed in Hong Kong dollars)

2009
(E3R)
(restated)

Income

Government subvention for recurrent activities $153,019,250 $152,431,000
Services income 270,252,856 275,315,478
Other income 11,518,941 11,476,292

$434,791,047 $439,222,770

Expenditure
Staff emoluments (259,498,303) (257,329,116)
Other expenses (173,471,106) (189,994,372)

$1,821,638 $(8,100,718)

Transfer from/(to):

— Capital subvention fund to match with
the related costs of

— loss on disposal of fixed assets 1,194,548 348,912
— depreciation charge for the year 18,463,854 18,804,429
— interest expenses on government loan 1,467,107 2,536,900

— Difference between fixed assets purchased and
capital subvention for the year 3,318,147 (6,704,087)

<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>