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Independent auditor’s report to Independent Police Complaints Council

(BR CBUEREFRERFZEGED) KAL)
(Established under the Independent Police Complaints Council Ordinance)

CPA
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Opinion

We have audited the financial statements of the Independent
Police Complaints Council (the “Council”) set out on pages
127 to 147, which comprise the statement of financial position as
at 31 March 2018, the statement of comprehensive income, the
statement of changes in reserves and the statement of cash flows
for the year then ended, and notes to the financial statements,
including a summary of significant accounting policies.

In our opinion, the financial statements give a true and fair view of
the financial position of the Council as at 31 March 2018, and of
its financial performance and its cash flows for the year then ended
in accordance with Hong Kong Financial Reporting Standards
("HKFRSs") issued by the Hong Kong Institute of Certified Public
Accountants (‘HKICPA”).

Basis for opinion

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

The Council is responsible for the other information. The other
information comprises the information included in the Annual
report, but does not include the financial statements and our
auditor’s report thereon.

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

In connection with our audit of the financial statements, our
responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained in the
audit or otherwise appears to be materially misstated. If, based on
the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report
that fact. We have nothing to report in this regard.

Responsibilities of Council and those charged
with governance for the financial statements

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

In preparing the financial statements, the Council is responsible
for assessing the Council's ability to continue as a going concern,
disclosing, as applicable, matters related to going concern and
using the going concem basis of accounting unless the Council
either intends to liquidate the Council or to ceases operations, or
has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing
the Council's financial reporting process.
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Auditor’s responsibilities for the audit of the
financial statements

Qur objectives are to obtain reasonable assurance about
whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to
issue an auditor's report that includes our opinion. This report
is made solely to you, as a body, in accordance with section
29 of Schedule 1 of the Independent Police Complaints Council
Ordinance (Cap.604), and for no other purposes. We do not
assume responsibility towards or accept liability to any other
person for the contents of this report. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with HKSAs will always detect a
material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or
in the aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of these
financial statements.

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

e |dentify and assess the risks of material misstatement of the
financial statements, whether due to fraud or error, design
and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to
provide a basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of
internal control.

e Obtain an understanding of internal control relevant to the
audit in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Council's internal contral.
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e Fvaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by the Council.

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

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

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

/an\aé Uvﬂ? Cfk MZ/

PATRICK WONG C.P.A. LIMITED
Certified Public Accountant

LAU YUK MING HAROLD

FCPA (Practising), MSCA

Certified Public Accountant (Practising), Hong Kong
Practising Certificate Number: P05468

271 August 2018
Hong Kong
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Statement of comprehensive income — for the year ended 31 March 2018

2018 2017
$ $
KA Income
BB Government grants 6 74,479,489 66,056,879
EbUZ A Other income 7 65,689 6,967
74,545178 66,063,846
X Expenditure
B T A Staff costs 44,087,972 38,573,851
—MMATERE F General and administrative expenses 20,399,718 16,909,310
A&k 8 F4 Honorarium to Council members 18 851,880 808,450
65,339,570 56,291,611
XEERGREMB2EKEEEE
Surplus and other comprehensive income for the year 8 9,205,608 9,772,235
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Statement of financial position — at 31 March 2018

P aE 2018 2017
Note $ $
JERENEE Non-current assets
[EE & E Fixed assets 10 8,736,992 4,325,600
FEZE Current assets
& KA 5KIE Deposits and prepayments 4,308,411 3,586,060
U FI & Interest receivable 5,893 -
R & MIBEHEY Cash and cash equivalents 11 61,764,933 56,456,194
66,079,237 60,042,254
TENE & Current liabilities
IEIEBR T B) Deferred government grants 12 2,156,666 1,746,072
HbfE BN EETE A Other payables and accruals 13 2,911,722 2,715,113
5,068,388 4,461,185
FENEEE{E Net current assets 61,010,849 55,581,069
BEA{EERE & & Total assets less current liabilities 69,747,841 59,906,669
FER B E1& Non-current liabilities
IEFE BT B) Deferred government grants 12 1,381,528 1,598,611
B T #4)mBN < B Provision for staff gratuities 14 4,939,214 4,086,567
6,320,742 5,685,178
B EF{H Net assets 63,427,099 54,221,491
{18 Reserves
KT A% Accumulated surplus 15 63,427,099 54,221,491

RERZE-NFNRBZ+— B ATEEAMETBRE
Approved and authorised for issue by the Council on 21 August 2018.

REH > QC>SC JP

FE

Anthony Francis NEOH, QC, SC, JP
Chairman

Kt
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Statement of changes in reserves — for the year ended 31 March 2018

RitEes

Accumulated surplus

$

RZFT—7FEMA—B 2%} Balance at 1 April 2016 44,449,256
FARBREEENKEE Surplus and total comprehensive income for the year 9,772,235
R=T—+tFMA—B 2482 Balance at 1 April 2017 54,221,491
FARBREEENKEE Surplus and total comprehensive income for the year 9,205,608
RZ-FT—/\{£MA—B 2%} Balance at 1 April 2018 63,427,099
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Statement of cash flows — for the year ended 31 March 2018

P = 2018 2017
Note $ $
%38 ;5% Operating activities
FARMBRIEM I
Surplus and other comprehensive income for the year 9,205,608 9,772,235
B TS EEL AT Adjustments for:
- #TE Depreciation 3,254,523 2,568,640
- FBULA Interest income (63,798) (3,971)
LEEEEPRIc2ERR
Operating surplus before working capital changes 12,396,333 12,336,904
Ze RIBFFRIE ZIGM
Increase in deposits and prepayments (722,351) (1,137,549)
EFETR 60 B 2 38 00/ ORi4>)
Increase/(decrease) in deferred government grants 193,511 (1,841,879)
H A 5RIE M BT B R 2 38 00/ ORLA>)
Increase/(decrease) in other payables and accruals 196,609 (567,798)
B T AmBN e B 2 1800/ ORld)
Increase/(decrease) in provision for staff gratuities 852,647 (214,615)
LEEBEANBESRAA
Net cash generated from operating activities 12,916,749 8,575,063
2 & &%) Investing activities
& A [E £ & & Purchase of fixed assets (7,665,915) (1,001,170)
B Y FI B Interest received 57,905 3,971
B EE) 2 IRE M HFEE Net cash used in investing activities (7,608,010) (997,199)
ReR[EFEY 2 EINFH
Net increase in cash and cash equivalents 5,308,739 7,577,864
FMZBRERFEEEY
Cash and cash equivalents at the beginning of the year 56,456,194 48,878,330
FRZBAERIEEEY
Cash and cash equivalents at the end of the year 1 61,764,933 56,456,194

EREHEBRFESS | 201718 THES
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Notes to the financial statements — 31 March 2018

1. Btk
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) BALR—EDEAE - RIE OB ER
ETRERFEZEGHI) (F604F)
(TAREEE))  RNEEOEEHBED
AR EREATER ERNEREA
PE IR AR AR IR A A E TE - A5t
NG (A PR B Y R B iR SR B R AV 2
EMEETFERESRRERIITEREE
FRALAMERLER - AgTFEM
RRARAERFERMELRGES
HEREBESABIELNTEIETE
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T MR EEE R BITAER
BEAEMBEE

AEMET TR RAEBNER - £
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2. FEEM TR EEA

RENMBHREDRETESAMAE
BRI BERNE Y HmEER -
BREMABEERNERBNE LY GRS E
Al ERSFENMNEENEELARE
AFRAGER - TR EFHRCERNME
30

1. GENERAL INFORMATION

The Independent Police Complaints Council (the “Council’) is
a body corporate established under the Independent Police
Complaints Council Ordinance. Under the Independent Police
Complaints Council Ordinance (Cap. 604) (the “Ordinance”), the
Council assumes its statutory role as the authority for observing,
monitoring and reviewing the handling and investigation of
reportable complaints, and making recommendations to the
Commissioner of Police or the Chief Executive or both of them in
respect of the handling or investigation of reportable complaints
as specified in the Ordinance. The Council also monitors actions
taken or to be taken in respect of any member of the police force
by the Commissioner in connection with reportable complaints,
and to advise them of its opinion on such actions.

Since the Council is not profit-oriented and is not subject to any
externally imposed capital requirements, its primary financial and
capital management objectives are to maintain a balance between
annual income and expenditure, so that it has the ability to operate
as a going concem and perform its statutory roles and functions.

The Council is primarily financed by government subventions. Any
operating surplus shall be carried forward to the following financial
year to meet future expenditure required for the operations of the
Council.

2. STATEMENT OF COMPLIANCE WITH HONG
KONG FINANCIAL REPORTING STANDARDS

The Councils financial statements have been prepared in
accordance with all applicable Hong Kong Financial Reporting
Standards (“HKFRSs”), which includes all applicable individual
Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards (“HKASs") and Interpretations issued by
the Hong Kong Institute of Certified Public Accountants ("HKICPA”)
and accounting principles generally accepted in Hong Kong. A
summary of significant accounting policies is set out in note 3.
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3.

(@)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Basis of preparation of the financial statements

The measurement basis used in preparing the financial
statements is at historical cost.

Fixed assets

Fixed assets are stated in the statement of financial position
at cost less subsequent accumulated depreciation and
subsequent impairment losses, if any.

Depreciation is recognised so as to write off the cost of
assets less their residual values over their estimated useful
lives, using the straight-line method, as follows:-

e | easehold improvements 3 years
¢ Office equipment 5 years
e Computer equipment 3 years
e Furniture and fixtures 3 years

The estimated useful lives, residual values and depreciation
method are reviewed at the end of each reporting period,
with the effect of any changes in estimate accounted for on a
prospective basis.

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

Leases

A Lease is an agreement whereby the lessor conveys to the
lessee in return for a payment or series of payments the right
to use an asset for an agreed period of time. Determining
whether an arrangementis, or contains, a lease is based on the
substance of the arrangement and requires an assessment of
whether fulfilment of the arrangement is dependent on the use
of a specific asset or assets and the arrangement conveys a
right to use the asset.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Leases (continued)

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

Operating leases

Lease payments under an operating lease are recognised as
an expense on a straight-line basis over the lease term. The
payments made on acquiring land held under an operating
lease are recognised in the statement of financial position as
lease premium for land.

Contingent rents are charged as an expense in the periods in
which they are incurred.

Deposits and prepayments

Deposits and prepayments are initially recognised at fair
value and thereafter stated at amortised cost less allowance
for impairment of doubtful debts, except where the effect
of discounting would be immaterial. In such cases, the
receivables are stated at cost less allowance for impairment
of doubtful debts.

Cash and cash equivalents

Cash comprises cash on hand and at bank. Cash equivalents
are short-term, highly liguid investments that are readily
convertible to known amounts of cash and which are subject
to an insignificant risk of changes in value.

Other payables

Other payables are initially measured at fair value and,
after initial recognition, at amortised cost, except for short-
term payables with no stated interest rate and the effect
of discounting being immaterial, that are measured at their
original invoice amount.
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3.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or
amount when the Council has a legal or constructive obligation
arising as a result of a past event, it is probable that an outflow
of economic benefits will be required to settle the obligation
and a reliable estimate can be made. Where the time value of
money is material, provisions are stated at the present value
of the expenditure expected to settle the obligation.

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

Income recognition

Income is measured at the fair value of the consideration
received or receivable. Provided that it is probable that the
economic benefits associated with the income transaction will
flow to the Council and the income and the costs, if any, in
respect of the transaction can be measured reliably, income
is recognised as follows:

()  Govermment grants

Government grants are recognised at their fair value
where there is a reasonable assurance that the grant will
be received and the Council will comply with all attached
conditions.

Govermmment grants relating to the purchase of fixed
assets are included in deferred income and are credited
to the statement of comprehensive income on a straight-
line basis over the expected lives of the related assets.

(i) Interest income

Interest income is recognised using the effective interest
method.
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()

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Employee benefits
() Employee leave entitements

Employee entitements to annual leave are recognised
when they accrue to employees. A provision is made
for the estimated liability for annual leave as a result
of services rendered by employees up to the end of
reporting period.

Employee entitlements to sick leave and matemity or
paternity leave are not recognised until the time of leave.

(i) Retirement benefit costs

The Council has joined the Mandatory Provident Fund
Scheme (the MPF Scheme) established under the
Mandatory Provident Fund Ordinance for non-civil service
contract staff. The Council contributes 5% of the relevant
income of staff members under the MPF Scheme and
subject to ceiling of $1,500 per month. The assets of the
Scheme are held separately from those of the Councill, in
funds under the control of trustee.

Payments to the MPF Scheme are charged as an
expense as they fall due.

Impairment of tangible and intangible assets other than goodwil
At the end of reporting period, the Council reviews the
carrying amounts of its tangible and intangible assets with
finite useful lives to determine whether there is any indication
that those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the asset is
estimated in order to determine the extent of the impairment
loss, if any. Whenitis not possible to estimate the recoverable
amount of an individual asset, the Council estimates the
recoverable amount of the cash-generating unit to which the
asset belongs. When a reasonable and consistent basis
of allocation can be identified, corporate assets are also
alocated to individual cash-generating units, or otherwise
they are allocated to the smallest group of cash-generating
units for which a reasonable and consistent allocation basis
can be identified.
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3. EXETBUR (&)

(k) FaEsES

a) —BATHEABRERAERGH
BB IRZAL
(i) geiEflsk L EZEHAE
(i) BEEAEBREATE S + K
(i) RAGHAREEASR ©

mE)

b) —fEE
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BA R AR E R
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R B 7 8 & B AR I M sk A B
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|k RIESI 3k
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EEBEKEATE XA
—EAEBNERETEAS -

4. EETBUEREH

EC: —N\F AEERAEEGH

NERMHN_FT—tFMOA—Hk &
Fle 2 FEEMBIEIATHER S XK
KRB RNBBM MRS 2R

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(k) Related parties

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

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

(i) is a member of the key management personnel of the
Council.

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

() The entity is a post-employment benefit plan for the
benefit of employees of either the Council or an entity
related to the Council;

(i) The entity is controlled or jointly controlled by a person
identified in (a);

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

4. CHANGES IN ACCOUNTING POLICIES

The Council has initially applied the new and revised HKFRSs
issued by the HKICPA that are first effective for accounting periods
beginning on or after 1 April 2017, including:-

BRERERFTR(ETA)  REREK : KETE

Amendments to HKAS 7, Statement of cash flows: Disclosure initiative

B ERERF12R(ERIA) AR - ERABRBBRNELHAEE

Amendments to HKAS 12, Recognition of deferred tax assets for unrealised losses

RAFEEAZSE SIS HREERY
AEMPBERBERRLEEENY
2,
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The application of the new and revised HKFRSs has no material

effects on the Council’s financial performance and positions.



5. EREHEE RFIER

BREBBUHEREENRH M HERER
B ASERESR/ATEINEE &
& WARFEXH S BERNERER
HIE - AEFRRR - ELHE - AR
BEREABEERIZAEMBNERIE
ATRIEEEZRE/EE - BEEE
EBYELHE - AR RBRRELFER
A BERAERTEA RN EMbET -

BERAYBRREENXLEIBRELE
b R =PSB EE17 - WA B K
PrEm M fEat RRR - BT E8BKRE
RNk YT -WREFEEEMEE
HAREERIERRER °

6. BATHED

B 13 468 B R BT B FUA A PR AT R
BwEe AMEYDRRBAENTE
(B#RIINFEEHE REZHEE )M

—
JE °

7. g

5. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENT

The Council's management makes assumptions, estimates and
judgements in the process of applying the Council's accounting
policies that affect the assets, liabilities, income and expenses in
the financial statements prepared in accordance with HKFRSs. The
assumptions, estimates and judgements are based on historical
experience and other factors that are believed to be reasonable
under the circumstances. While the management reviews their
judgements, estimates and assumptions continuously, the actual
results will seldom equal to the estimates.

Certain key assumptions and risk factors in respect of the financial
risk management are set out in note 17. There are no other key
sources of estimation uncertainty that have a significant risk of
causing a material adjustment to the carrying amounts of asset
and liabilities within the next financial year.

6. GOVERNMENT GRANTS

Government grants represent the funds granted by the
Government for the Council's services which is determined with
regard to the needs of the Council as presented in its annual
budget and proposed projects.

7. OTHER INCOME

2018 2017
$ $

¥ B) Government grants
EHAb YA Other income

63,798 3,971
1,891 2,996
65,689 6,967
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8. EFRZRBREZHEINE 8. SURPLUS AND TOTAL COMPREHENSIVE
INCOME FOR THE YEAR

FARBLEEAWEEFTA Surplus and total comprehensive income for the year is arrived at
after charging:

2018 2017
$ $
(a) BIA Staff costs

— SR Il A FE S F Contributions to Mandatory Provident Funds 945,607 851,588
—¥¢ TEREAMERF Salaries, wages and other benefits 43,142,365 37,722,263
44,087,972 38,573,851

(b) —M& K17 E A General and administrative expenses
% EETE 4 Auditor’s remuneration 39,500 38,000
YERLERENEEE A Rent, rates and management fee 12,141,264 9,188,656
NRREE E#E A Public and educational affairs expenses 1,051,629 627,205
BB 5138|E A Observers’ scheme expenses 499,272 1,116,218
1Rk E A Insurance 56,200 48,316
#1EHRE Repair and maintenance 1,509,971 1,768,042
YEINETS SRR B B Overseas duty visit 251,291 -
NARMEE A Utiities 332,531 318,539
TE Depreciation 3,254,523 2,568,640
HZRKE R Professional services - 350,000
H v Miscellaneous 1,263,537 885,694
20,399,718 16,909,310

9. BilE 9. TAXATION

BiE (FRISIEN) FE8TIEMBRE A No provision for Hong Kong Profits Tax has been made in the
FEIRGBERTS - & A2 8B 1E AN B IS IR financial statements as the Council is exempted from profits tax

ARRZaS

EEHEEEFI/S R o pursuant to section 87 of the Inland Revenue Ordinance.
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10. BEEE 10. FIXED ASSETS

HEREIE RAREE WMAERM R

Leasehold Furniture and Office Computer 4B
improvements fixtures equipment equipment Total
$ $ $ $ $

& Cost
RZE—+FMHA—H At1 April 2017 3,836,850 594,908 1,383,415 10,779,802 16,544,975
1 E Additions 2,295,187 379,160 592,766 4,398,802 7,665,915
# & Disposals = (8,629) (322,415) (508,583) (839,627)

RZZFE—/\F=A=+—H At 31 March 2018 6,132,037 965,439 1,603,766 14,670,021 23,371,263

2317 Accumulated depreciation

N-Z—+FMA—H At 1 April 2017 3,797,000 446,022 1,270,474 6,705,879 12,219,375
FHrE Charge for the year 661,560 178,376 133,121 2,281,466 3,254,523
2 E 1% 4§ Write back on disposals - (8,629) (322,415) (508,583) (839,627)

R-ZZE—N\FE=A=+—H At 31 March 2018 4,458,560 615,769 1,081,180 8,478,762 14,634,271

BRE${H Net book value

R-ZE—N\FE=AF=+—H At 31 March 2018 1,673,477 349,670 522586 6,191,259 8,736,992

R Cost
RZF—RFHA—H At 1 April 2016 3,819,350 478,960 1,333,415 9,912,080 15,543,805
#E Additions 17,500 115,948 - 867,722 1,001,170

RZE—tF=H=+—0 At 31 March 2017 3,836,850 594,908 1,333,415 10,779,802 16,544,975

ZE:1FE Accumulated depreciation

RZZF—RFEMA—AB At 1 April 2016 3,772,408 369,994 1,188,992 4,319,341 9,650,735
FRYTE Charge for the year 24,592 76,028 81,482 2,386,538 2,568,640
RZZE—+F=HF=+—H At 31 March 2017 3,797,000 446,022 1,270,474 6,705,879 12,219,375

BRE®{H Net book value

MZZFE—tF=A=+—H At 31 March 2017 39,850 148,886 62,941 4,073,923 4,325,600
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1. RERREEEY 11. CASH AND CASH EQUIVALENTS
2018 2017
$ $
#1777 5% Cash at banks 43,915,433 56,456,194
FIHAEARR A7 =M A 89 5 BATF X
Time deposits with original maturity less than 3 months 17,849,500 =

MR ERRERERZ R RREEEY

Cash and cash equivalents in the statement of financial position and
the statement of cash flows 61,764,933 56,456,194

R 3E B FF 4 Bh 12. DEFERRED GOVERNMENT GRANTS

2018 2017
$ $

R-ZT—+tF/ T R"FMOA - B

Balance as at 1 April 2017/2016 3,344,683 5,186,562
DU #HBh Grants received 1,995,000 350,000
FRER BB AR EEE Recognised as income in the year (1,801,489) (2,191,879)
RZZE—NF/ ZE—tF=A=+—BH&EH
Balance as at 31 March 2018/2017 3,538,194 3,344,683
B BEA [REAME] MEEE Less: Amount included in “current liabilities” (2,156,666) (1,746,072
A [FEREARE] MEEE Amount included in “non-current liabilities” 1,381,528 1,598,611
FHCERE T EEARFAEREET The grants received are mainly for the development of a secure
HHEZRG HEERWEERUSESFAR emall system for electronic communication among Members and
BITER - the Secretariat.
13. Rt FEfTRRIE R FEST & A 13. OTHER PAYABLES AND ACCRUALS
2018 2017
$ $
81758 & Financial liabilities 1,371,581 1,370,769
RIEHY A #F R Unutilized annual leave 1,540,141 1,344,344
2,911,722 2,715,113

ﬁﬂ}f&‘ﬁmlﬁ NMEGEARBFARTFEAR Other payables and accruals are expected to be settled within
one year.

o
F“a
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14. BT HmiN & E

2018 2017
$ $

RITE—+tF /2T "NFNA—Br&EH
Balance as at 1 April 2017/2016

2 5HE#E4E Provision made
2 &) A4 Provision utilised

R-Z—\F/ _T—tF=A=1t—HNER

Balance as at 31 March 2018/2017

14. PROVISION FOR STAFF GRATUITIES

4,086,567 4,301,182
3,467,545 3,262,283
(2,614,898) (3,476,898)
4,939,214 4,086,567

BTHmHeBRERATXNREE
EADTRMER=FAONE TN
MmN MR -

15. Rt &R e

RERFEASE T —EF A=+
“RFRAH (ITREZHETE) ([ES
8] )ENEN AR ARE RRERY
Az EREEENERRME  MZRER
BIEBLZVREELEIEEBEN
25% ° WNEZ A B HIR 2 R R Ak B
BFEEEREEBREN25% » FRIFFE
MREBREFRBRILE  NEAE
B EROBERLT —EFRFENE
BN FRUAR B TR ©

AeRAERNEEHRE A REREAD
BREEBBEHEENEE WAL E5
ZERETHNHMBREAREEN=2Z—N
FZRA=1+—HETEE -

Provision for staff gratuities is set up for the gratuity payments
which will be payable to employees of the Council who complete
their two or three-year contracts commencing from the date of
their employment.

15. ACCUMULATED SURPLUS

Inaccordance with section 6 of the Memorandum of Administrative
Arrangements (‘MAA") dated 22 June 2017 signed between the
Government of the Hong Kong Special Administrative Region
("the Government”) and the Council, the Council is allowed to
keep and accumulate any unspent recurrent subvention as
reserve, subject to the condition that the reserve accumulated
should not exceed 25% of its recurrent subvention of that
financial year. If the reserve as at the end of the financial year
exceeds 25% of the recurrent subvention of that financial year,
the Council shall return the amount in excess of the limit to the
Government, except with the approval of Secretary for Financial
Services and the Treasury, by means of deducting the excessive
reserve from its subvention of the next financial year.

The Council considers the amount of excessive reserve for
the year has not been conclusive up to the reporting date, no
provision for the refund of excessive reserve to the Government
has been made as at 31 March 2018 accordingly.
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16. 7%iE 16. COMMITMENTS

RZEBE—NF=ZA=+—8  BEFTA At 31 March 2018, the total future minimum lease payments
RHRHLENEE A BRENNYERE under non-cancellable operating leases in respect of properties

AEMZemEnT are payable as follows:-
2018 2017
$ $
— A Within 1 year 11,689,999 11,687,556
—F1&ERFA After 1 year but within 5 years 3,896,666 15,583,408
15,586,665 27,270,964
17. &R TH 17. FINANCIAL INSTRUMENTS
REEMBEEED RATER The Council has classified its financial assets in the following
categories:

B3R R FEWSRIE Loans and receivables

2017
$ $
%% Deposits 3,022,207 2,962,157
JEULH] B, Interest receivable 5,893 -
H& RIB& B Cash and cash equivalents 61,764,933 56,456,194
64,793,033 59,418,351

reREMEBED BATER The Council has classified its financial liabilities in the following

categories:

RSN AT RN AR

Financial liabilities measured at amortised cost

$ $

Ho A e~ 5008 K fE 5T & B Other payables and accruals 1,371,581 1,370,769

MEsm T EMEMERS —Z—tF All financial instruments are carried at amounts not materially
E—E—N\E=A=+—HEEEHND different from their fair values as at 31 March 2017 and 2018.

FEEEZEERES -

renEEis ke TAFEHEEE The Council is exposed to credit risk, liquidity risk and market

ERk o nEgEeREETEREE o &K risk arising in the normal course of its operation and financial
eF BN THESTEZZAR © LURIE instruments. The Council's risk management objectives, policies

Ly e WA ) B I NSITAR and processes mainly focus on minimising the potential adverse
;;TE}LE y ;ﬂx ® ORI R MR effects of these risks on its financial performance and position by
TRZE - closely monitoring the individual exposure.
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17. €M T8 (48) 17. FINANCIAL INSTRUMENTS (continued)

(a) EERR (@) Credit risk

AevvEEAEHEERRE D The Council has no concentration of credit risk. The maximum

ABEER B EEFSEEBET exposure to credit risk is represented by the carrying amognt

o ASHEERR T Bk G R of the financial assets. The Council is exposed to credit risk
o o S on financial assets, mainly attrioutable to deposits with banks.

e ﬁﬁﬂﬁmﬁ’\]ﬁ@@[ﬁﬂmﬁﬁﬂ ’ The credit risk on bank deposits is limited because the

ARERRITHRRZBBRITIRS counterparties are authorised financial institutions regulated

RE M i under the Hong Kong Banking Ordinance.

B R EWSRIE Loans and receivables

2017
$
i —8 Summary quantitative data
& Deposits 3,022,207 2,962,157
JEUF B, Interest receivable 5,893 -
81777 3K Bank balances 43,915,433 56,456,194
FIERHARR 7 = 18 A 80 E BT K
Time deposits with original maturity less than 3 months 17,849,500 -
64,793,033 59,418,351
(b) RBE T R (b) Liquidity risk
KeWREELRMIETEERE - The Council is exposed to liquidity risk on financial liabilities. It
SUBESIEHZESE B0 manages its funds conservatively by maintaining a comfortable
i o o ot g level of cash and cash equivalents in order to meet continuous
VIREMIREFEBIEE & JA) & : ) ; o
?2 7 %E AeSERA - AneER operational need. The Council ensures that it maintains
BIFHBE - sufficient cash which is available to meet its liquidity.
BHIREKINIE
ReERrE8E —E R
Total contractual REREF
ARE{E undiscounted Within 1 year or
Carrying amount cash flow on demand
$ $
2018
o P 3008 R B 2
Other payables and accruals 1,371,581 1,371,581 1,371,581
2017
EAb T RIE R ESHE A
Other payables and accruals 1,370,769 1,370,769 1,370,769
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17. BT R (48)

(c) MiHZER
I 2= [ g

A FRREREZRERITER
WAE TR R YR IRIE R EED
e

K BRI TR E B AR ISR A

fREUE - Fit - AgEHTEE
;ﬂiﬁéﬁﬂfﬂﬁw °

E#E—% Summary quantitative data

i 25 & E Floating-rate financial assets

$R17457F Deposits with banks
FI HAEARR 5 = 18 B 09 E BATF 3K

17. FINANCIAL INSTRUMENTS (continued)

()

Time deposits with original maturity less than 3 months

Market risk

Interest rate risk

The Council's exposure on fair value interest rate risk mainly
arises from its cash deposits with bank which are classified as
loans and receivables.

The Council mainly holds deposits with bank in saving
account and the exposure is considered not significant. In
consequence, No material exposure on fair value interest rate
risk is expected.

2018 2017

$ $
24,223,802 28,193,734
17,849,500 =
42,073,302 28,193,734

NEIRB Y P E A R BB VR EUR
MM - EAE R AU A RS A
SR BARTGELEATE -

(d) AAFEFECZERITA

RBEHR - AEWLBEER T AN
NHESER

18. FABE A X 5

RIRBEMHFRENR S MEHRIN - A
HEAE T R FRET IR ZMEBWT

&R 2 #4 Honorarium paid to Council members

No sensitivity analysis for the Council's exposure to interest
rate risk arising from deposits with bank is prepared since
based on the management's assessment the exposure is
considered not significant.

Financial instrument at fair value

At the end of reporting period, there were no financial
instruments stated at fair value.

18. MATERIAL RELATED PARTY TRANSACTIONS

The Council had the following material related party transactions
during the year:

2018 2017
$ $
851,880 808,450

ﬁ%@ﬁéﬁ%ié%&ﬁﬁ“ﬂﬁﬁﬁﬁx% B
MAEHKERFTEERBAENRFES
AR ) 271 BB EBIBIERIREBA
NP BEERESHBEFET

REFRERFESS | 201718 THBS

All transactions related to the procurement of goods and services
involving organisations in which a member of the Council and key
management personnel may have an interest are conducted in the
normal course of business and in accordance with the Council's
financial obligations and normal procurement procedures.
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19.EEMERERNERENPE 19. HONG KONG FINANCIAL REPORTING

AR EE STANDARDS ISSUED BUT NOT YET EFFECTIVE
FOR THE YEAR
AT T E B ERF A M ARAER 2 BB HKFRSs that have been issued but are not yet effective for the
FEERAVER| » 5 LRI gk BR R & 4238 N B year include the following HKFRSs which may be relevant to the
FREpE AR Council's operations and financial statements:

T E RS RN

Effective for annual periods
beginning on or after

ERVBWELERESE ST H —E-N\F—H—H
HKFRS 9, Financial Instruments 1 January 2018
BBNEHmELERE 1S5 RERKFE OB —T—-)\F—H—H
HKFRS 15, Revenue from Contracts with Customers and the related Amendments 1 January 2018
BB mEERE 1655 HE —E-h&F—H—H
HKFRS 16, Leases 1 January 2019
EE (BB REREZE D) - REF22HR INEZZ RBFMNRE —ET-N\F—H—H
HK(FRIC) - Int 22, Foreign Currency Transactions and Advance Consideration 1 January 2018
BE (BB BREREZEY) - REF239 MEHEE 2 T —E-NF—HA—H
HK(FRIC) - Int 23, Uncertainty over Income Tax Treatments 1 January 2019
BB EWELRE25R(BF]R) AIRD N R HH 2 BN E —E-N\&—H—H
Amendments to HKFRS 2, Classification and Measurement of Share-based 1 January 2018

Payment Transactions

BEMBMEEL B (BTN BEEMBHRELFBIRRBREVERETENE - N\F—F—H
HERFSRERMTA 1 January 2018

Amendments to HKFRS 4, Applying HKFRS 9 Financial Instruments with HKFRS 4

Insurance Contracts

EBVBREREFESR (BFTAR) A BRHE CRATETS —E-hF—-H—H
Amendments to HKFRS 9, Prepayment Features with Negative Compensation 1 January 2019

BBV BEWELERE 105 R BB T ERFE28 (BF] R )Rt & ARl e &b W ARETE

Z KAt To be determined
Amendments to HKFRS 10 and HKAS 28, Sales or Contribution of Assets between

an Investor and its Associate or Joint Venture

BB GTERIEA05% (BRI AR BRI EWE - \F—H—H
Amendments to HKAS 40, Transfers of Investment Property 1 January 2018
BAVBMERE 2 FELuE —T—NE- T "FRAMEEVEMEEL 2 F —E-N\F—-A—R  wmEH
EokE 1 January 2018, as appropriate

Amendments to HKFRSs, Annual Improvements to HKFRSs 2014-2016

ZEBBUBEWMEERNARFE EIW M These HKFRSs have not yet been adopted in this year. Except
4o BTRXEMESN  ANeTERAEBTA as described below, the Council anticipates that the application of
H A s ] BB B S SR A Bl R B B T 2R all other new and amendments to HKFRSs and interpretations will

N N S gEma have no material impact on the financial statements of the Council
EEAMETARRENT gty 0T TC T ey onhenand e

HARGNPHRRENEATE -
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19.ERMERFEAHRENNE
EUBREER (&)

FEMGRERAB165RHEE

FREVEHREERE165 5 A —EKRE
B AR EE L P AR AN SR
2 o BERBIMIEIRE ERFE 1657 L0 -
TREKEBGTERE7R [HE] &
HREARIRERE

ERMBREERIZ 165 ABPIEERT
REPIEH 2 EER D HERREEH -
SREHHE LEEEEREIN  sAHEA
SfREMEKEHEMBREHENE D
BBk - Wi —BREARERATAER
SEMREEMERAENRAIR -

EREEENIENATE - MER IR
R (BT PIIMBIERSN) B R FTHT & SRk
BEIEETE  YHEREEMENTE
MEHREE - HERENSRLIFNZA
SN2 HEENFBRERE - Hig - HE

B RAENFAR (KhaiE)
EEFTNFEMELRE - YRRSRE
DR ANg R AR EHENFIRZIE
REHTRE - RERTBMBERE AL
F165R%R - ASHEARBEERBZHER
ANEEAE LANERD - WARERE

mEE e

BN EEBS RS ERE G ETET
HE -

R-ZE—NE=ZA=+—8 - #wkE16
it Es - ANeH 515,586,665 CH) T A]
BB EHERSE - LT HBETIS
THRFAEHEEZER - RIEREBIE
HwEERE 165 E - ASKRNEREEY
B EERIF 165 R R A L SR ER
FREEEMNEESE  EBNEEE
FHATRERRIN ©

AN - FERFTARTE Rl RE B R LAt AV AT
ZHFEEREL o

Gl
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19. HONG KONG FINANCIAL REPORTING
STANDARDS ISSUED BUT NOT YET EFFECTIVE
FOR THE YEAR (continued)

HKFRS 16 Leases

HKFRS 16 introduces a comprehensive model for the identification
of lease arrangements and accounting treatments for lessees.
HKFRS 16 will supersede HKAS 17 “Leases” and the related
interpretations when it becomes effective.

HKFRS 16 distinguishes lease and service contracts on the
basis of whether an identified asset is controlled by a customer.
Distinctions of operating leases and finance leases are removed
for lessees accounting, and is replaced by a model where a right-
of-use asset and a corresponding liability have to be recognised
for all leases by leases, except for short-term leases and leases
of low value assets.

The right-of-use asset is initially measured at cost and
subsequently measured at cost (subject to certain exceptions)
less accumulated depreciation and impairment losses, adjusted
for any remeasurement of the lease liability. The lease liability
is initially measured at the present value of the lease payments
that are not paid at that date. Subsequently, the lease liability is
adjusted for interest and lease payments, as well as the impact of
lease modifications, amongst others. For the classification of cash
flows, the Council currently presents operating lease payments are
presented as operating cash flows. Upon application of HKFRS
16, lease payments in relation to lease liability will be allocated into
a principal and interest portion which will be both presented as
financing cash flows by the Council.

Furthermore, extensive disclosures are required by HKFRS 16.

As at 31 March 2018, the Council has non-cancellable operating
lease commitments of $15,586,665 as disclosed in note 16. A
preliminary assessment indicates that these arrangements will
meet the definition of a lease. Upon application of HKFRS 16, the
Council will recognise a right-of-use asset and a corresponding
liability in respect of all these leases unless they qualify for low
value or short-term leases.

Furthermore, the application of new requirements may result
in changes in measurement, presentation and disclosures as
indicated above.



20. B BEAFRERER 20. APPROVAL OF FINANCIAL STATEMENTS

RBHREENR - \FN\A=-+—H These financial statements were authorised for issue by the
BRARSHFEE T4 o Council on 21 August 2018.
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