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INDEPENDENT AUDITOR’S REPORT TO
INDEPENDENT POLICE COMPLAINTS COUNCIL

(RiF (BUERESREBRAFZE GG ML)

(Established under the Independent Police Complaints Council Ordinance)
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Year ended 31 March 2020

Opinion

We have audited the financial statements of the Independent Police
Complaints Council (the “Council”) set out on pages 118 to 139, which
comprise the statement of financial position as at 31 March 2020, and the
statement of comprehensive income, statement of changes in reserves and
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 2020, 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.

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.
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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
concern 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.

Auditor’s responsibilities for the audit of the financial
statements

Our objectives are to obtain reasonable assurance about whether the
financial statements as a whole are free from material misstatement,
whether due to fraud or error, and to issue an auditor’s report that includes
our opinion. This report is made solely to you, as a body, in accordance
with section 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:
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- Identify and assess the risks of material misstatement of the financial
statements, whether due to fraud or error, design and perform audit
procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The
risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of
internal control.

- 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 control.

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

- 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 concern. If we conclude that a material uncertainty exists, we
are required to draw attention in our auditor’s report to the related
disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the
audit evidence obtained up to the date of our auditor’s report. However,
future events or conditions may cause the Council to cease to continue
as a going concern.

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

We communicate with 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‘dz é\)e? A Ao

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: PO5468

20 August 2020
Hong Kong
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STATEMENT OF COMPREHENSIVE INCOME

BE_Z-_ESF=-A=+—HLEE
Year ended 31 March 2020

i3 2020 2019
Note $ $
YA Income
HF#EB) Government grants 6 106,230,945 81,355,666
HMUg A Otherincome 7 547,705 333,402
106,778,650 81,689,068
i Expenditure
BIM4 Staff costs 8 61,233,727 51,148,162
— R K TBER General and administrative expenses 8 39,605,855 22,954,777
AEgMEME Honorarium to Council members 19 870,200 859,640
M#ER Finance cost 8 491,658 -
102,201,440 74,962,579
FEERBREEIWNHMAE o
Surplus and total comprehensive income for the year 4,577,210 6,726,489

BINEEE19EZUBRRMAECB AP BRER C—BH
The notes on pages 122 to 139 are an integral part of these financial statements.
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CEEE T
STATEMENT OF FINANCIAL POSITION

{ZEZFF=RA=1+—H
At 31 March 2020

[iF3 2020 2019
Note $ $
JEREEE Non-current asset
EEEE Fixed assets 10 35,976,369 8,903,704
REIEE Current assets
W& KRFEFRIE Deposits and prepayments 5,084,521 4,248,059
FEUWLFI S Interest receivable 13,562 3,222
REKRIFEZLEE/Y Cash and cash equivalents 1 37,979,364 25,405,973
43,077,447 29,657,254
TEI&fE Current liabilities
IRIEBFF#EB) Deferred government grants 12 609,583 771,945
HihfERIEREST &M Other payables and accruals 13 14,469,681 6,361,508
HEEME Lease liabilities 15 11,724,179
26,803,443 7,133,453
MENEERE Net current assets 16,274,004 22,523,801
EEBERTREAMR Total assets less current liabilities 52,250,373 31,427,505
JEiREN& & Non-current liabilities
IRIEEIFT#EB) Deferred government grants 12 - 609,583
ET#mMEE%E Provision for staff gratuities 14 6,878,784 6,241,933
HEE&E Lease liabilities 15 16,218,390
23,097,174 6,851,516
BEHR{E Net assets 29,153,199 24,575,989
{#f% Reserves
K5t &ER Accumulated surplus 16 29,153,199 24,575,989

FER_ETEN\AZTAMETREAGEIUBRE
Approved and authorised for issue by the Council on 20 August 2020. M./\\/L/« -

/
/
B10EEE 0B HERENEABANBREL B, REF > QCoSCo P EFE
The notes on pages 122 to 139 are an integral part of these financial statements. Anthony Francis NEOH, QC, SC, JP Chairman
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STATEMENT OF CHANGES IN RESERVES

BE_Z-_EF=-A=1+—HILEE
Year ended 31 March 2020

Rt R
M 5% Accumulated
surplus
Note S
R-E-N\EMNA—RBAZ&R
Balance at 1 April 2018 63,427,099
FARBKREEWTE
Surplus and total comprehensive income for the year 6,726,489
RETHNNBRE A 1
Excessive reserve refunded to the Hong Kong Government (45,577,599)
R-E-hF=A=+—HROA—HZ&ER
Balances at 31 March 2019 and at 1 April 2019 24,575,989
FENBRGBREERE
Surplus and total comprehensive income for the year 4,577,210
AZEEEZA=+—HZ&R
Balance at 31 March 2020 29,153,199

BINBEEF19EHMBERRMFEBAFBFRERZ—HM7.

The notes on pages 122 to 139 are an integral part of these financial statements.
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HERER
STATEMENT OF CASH FLOWS

BE_Z-_ESF=-A=1+—HLEE
Year ended 31 March 2020

=4 2020 2019
Note S S
&g %8 Operating activities
FARBKREEW T
Surplus and total comprehensive income for the year 4,577,210 6,726,489
B TIIEEEHFAZE Adjustments for:
- #r& Depreciation 11,595,644 4,564,437
- M &ERA Finance cost 491,658 -
- FIBUA Interest income (543,177) (332,364)
- REFHTNBER#E
Excessive reserve refunded to the Hong Kong Government - (45,577,599)
CEETEHAICEER/(HE)
Operating surplus/(deficit) before working capital changes 16,121,335 (34,619,037)
RERFEMREZ (180 )/ mb
(Increase)/decrease in deposits and prepayments (836,462) 60,352
IR IE AT 4 B 2 i
Decrease in deferred government grants (771,945) (2,156,666)
HittERIER B &R ZEM
Increase in other payables and accruals 8,108,173 3,449,786
BTARMEREZEM
Increase in provision for staff gratuities 636,851 1,302,719
SERHEENHRENRAA /(RE)
Net cash generated from/(used in) operating activities 23,257,952 (31,962,846)
125 &8 Investing activities
BBABEEE Purchase of fixed assets (4,166,494) (4,731,149)
BUFIE Interest received 532,837 335,035
RETEZREMAL R
Net cash used in investing activities (3,633,657) (4,396,114)
Bh ¥ ;%8 Financing activities
B1JE&A&E Capital element of lease rentals paid (6,559,246)
BFHEF 2 Interest element of lease rentals paid (491,658)
METBZRENML R
Net cash used in financing activities (7,050,904)
RERFEEEM2IEM /(LD ) BEE
Net increase/(decrease) in cash and cash equivalents 12,573,391 (36,358,960)
FEMZRERREEED
Cash and cash equivalents at the beginning of year 25,405,973 61,764,933
FRZAERREEEN -
Cash and cash equivalents at the end of year 37,979,364 25,405,973

BINBEF9ECHMBERERMFEBAMFRERZ -7,

The notes on pages 122 to 139 are an integral part of these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
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1 General Information

The Independent Police Complaints Council (the “Council”) is a body
corporate established under the Independent Police Complaints Council
Ordinance (Cap. 604) (the “Ordinance”). Under 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 concern
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 Council’s 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.

3 Summary of significant accounting policies
(a) Basis of preparation of the financial statements

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

(b) Fixed assets

Fixed assets are stated in the statement of financial position at cost less
subsequent depreciation and accumulated impairment losses, if any.
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3 Summary of significant accounting policies (continued)

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:-

Owned assets

- Leasehold improvements 3 years
- Office equipment 5 years
- Computer equipment 3years
- Furniture and fixtures 3 years

Right-of-use asset
- Leasehold land and building Over the lease term

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.

(c) Recognition and derecognition of financial instruments

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

Financial assets are derecognised when the contractual rights to
receive cash flows from the assets expire; the Council transfers
substantially all the risks and rewards of ownership of the assets; or
the Council neither transfers nor retains substantially all the risks and
rewards of ownership of the assets but has not retained control on the
assets. On derecognition of a financial asset, the difference between
the assets’ carrying amount and the sum of the consideration received
is recognised in profit or loss.

Financial liabilities are derecognised when the obligation specified in
the relevant contract is discharged, cancelled or expired. The difference
between the carrying amount of the financial liability derecognised and
the consideration paid is recognised in profit or loss.

Independent Police Complaints Council | Report 2019/20
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3 Summary of significant accounting policies (continued)

(d) Financial assets

Financial assets are recognised and derecognised on a trade date basis
where the purchase or sale of an asset is under a contract whose terms
require delivery of the asset within the timeframe established by the
market concerned, and are initially measured at fair value, plus directly
attributable transaction costs except in the case of investments at fair
value through profit or loss. Transaction costs directly attributable to
the acquisition of investments at fair value through profit or loss are
recognised immediately in profit or loss.

Financial assets at amortised cost

Financial assets (including trade and other receivables) are classified
under this category if they satisfy both of the following conditions:

the assets are held within a business model whose objective is to
hold assets in order to collect contractual cash flows; and

the contractual terms of the assets give rise on specified dates to
cash flows that are solely payments of principal and interest on the
principal amount outstanding.

Financial assets at amortised cost are subsequently measured at
amortised cost using the effective interest method less loss allowances
for expected credit losses.

(e) Loss allowances for expected credit losses

The Council recognises loss allowances for expected credit losses
on financial assets at amortised cost. Expected credit losses are the
weighted average of credit losses with the respective risks of a default
occurring as the weights.

At the end of each reporting period, the Council measures the loss
allowance for a financial instrument at an amount equal to the
expected credit losses that result from all possible default events over
the expected life of that financial instrument (“lifetime expected credit
losses”), or if the credit risk on that financial instrument has increased
significantly since initial recognition.

If, at the end of the reporting period, the credit risk on a financial
instrument has not increased significantly since initial recognition, the
Council measures the loss allowance for that financial instrument at
an amount equal to the portion of lifetime expected credit losses that
represents the expected credit losses that result from default events on
that financial instrument that are possible within 12 months after the
reporting period.

The amount of expected credit losses or reversal to adjust the loss
allowance at the end of the reporting period to the required amount is
recognised in profit or loss as an impairment gain or loss.
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3 Summary of significant accounting policies (continued)

(f) Leases

(i) Definition of a lease (upon application of HKFRS 16 in accordance with
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transitions in note 4)

A contract is, or contains, a lease if the contract conveys the right to
control the use of an identified asset for a period of time in exchange
for consideration.

For contracts entered into or modified or arising from business
combinations on or after the date of initial application, the Council
assesses whether a contract is or contains a lease based on the
definition under HKFRS 16 at inception, modification date or acquisition
date, as appropriate. Such contract will not be reassessed unless the
terms and conditions of the contract are subsequently changed.

(i) The Council as a lessee (upon application of HKFRS 16 in accordance

with transitions in note 4)

Short-term leases and leases of low-value assets

The Council applies the short-term lease recognition exemption
to leases that have a lease term of 12 months or less from the
commencement date and do not contain a purchase option. It also
applies the recognition exemption for lease of low-value assets. Lease
payments on short-term leases and leases of low-value assets are
recognized as expense on a straight-line basis over the lease term.

Right-of-use assets
The cost of right-of-use asset includes:
(@ the amount of the initial measurement of the lease liability;

(b) any lease payments made at or before the commencement date,
less any lease incentives received; and

(¢ anyinitial direct costs incurred by the Council.

Right-of-use assets are measured at cost, less any accumulated
depreciation and impairment losses, and adjusted for any
remeasurement of lease liabilities.

Right-of-use assets in which the Council is reasonably certain to obtain
ownership of the underlying leased assets at the end of the lease term
is depreciated from commencement date to the end of the useful life.
Otherwise, right-of-use assets are depreciated on a straight-line basis
over the shorter of its estimated useful life and the lease term.
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3 Summary of significant accounting policies (continued)

(f) Leases (continued)

(i)) The Council as a lessee (upon application of HKFRS 16 in accordance

with transitions in note 4) (continued)

Lease liabilities

At the commencement date of a lease, the Council recognises and
measures the lease liability at the present value of lease payments
that are unpaid at that date. In calculating the present value of lease
payments, the Council uses the incremental borrowing rate at the lease
commencement date if the interest rate implicit in the lease is not
readily determinable.

The lease payments include fixed payments (including in-substance
fixed payments) less any lease incentives receivable.

After the commencement date, lease liabilities are adjusted by interest
accretion and lease payments.

The Council remeasures lease liahilities (and makes a corresponding
adjustment to the related right-of-use assets) whenever:

(@ the lease term has changed or there is a change in the
assessment of exercise of a purchase option, in which case the related
lease liability is remeasured by discounting the revised lease payments
using a revised discount rate at the date of reassessment.

(b) the lease payments change due to changes in market rental rates
following a market rent review, in which cases the related lease liability
is remeasured by discounting the revised lease payments using the
initial discount rate.

The Council presents lease liabilities as a separate line item on the
statement of financial position.

(iii) The Council as a lessee (prior to 1 April 2019)

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

Operating lease payments are recognised as an expense on a straight-
line basis over the lease term. Contingent rentals arising under
operating leases are recognised as an expense in the period in which
they are incurred.

(g) Cash and cash equivalents

Cash comprises cash on hand and at bank. Cash equivalents are short-
term, highly liquid investments that are readily convertible to known
amounts of cash and which are subject to an insignificant risk of
changes in value.
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Summary of significant accounting policies (continued)

(h) Other payables

0)

@

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.

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.

Revenue recognition

() Government 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.

Government 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.

(k) Impairment of tangible and intangible assets other than goodwill

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. When it is 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
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3 Summary of significant accounting policies (continued)
(continued)

(k) Impairment of tangible and intangible assets other than goodwill
() ETEH

of allocation can be identified, corporate assets are also allocated to
(i) BERZARRE

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.
() Employee benefits
() Employee leave entitlements

EEMERBNESEHFERGWM
A o EREHR > HESRMURE
MEENBABEHEREWAIRE

f# o

BEAZENRBRERIGER
ENRBARRAEE

Employee entitlements to annual leave are recognised when they
(i) BRFERI B A

the end of reporting period.

accrue to employees. A provision is made for the estimated liability
for annual leave as a result of services rendered by employees up to

Employee entitlements to sick leave and maternity or paternity
leave are not recognised until the time of leave.
(i) Retirement benefit costs
FEFAFESHNNEEECLMAR The Council has joined the Mandatory Provident Fund Scheme

ARG TR I RFIM AT (the MPF Scheme) established under the Mandatory Provident
T8 RBEHE) - xEAZE
EEmRREEELARARR 5%
R UEA $1,5005 LR o %t
ZEEERAGZEENHEER > ILH
EEAUERTE

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 Council,

in funds under the control of trustee.

BE:A e E AN R =R Payments to the MPF Scheme are charged as an expense as they

Xt o fall due.

(m) BABE TS (m)Related parties

a) —BALTHRHEHARBERALGHE

Bim o MRZAL

a) Aperson or a close member of that person’s family is related to the
Council if that person:
(i) BEEBIHEREZERAE ; () has control or joint control over the Council;
(i) EHEAEEREATE S ; K (i) has significant influence over the Council; or
(iIAXENAREEAS o
b) —EERIRAXGHRE S > U
RZERFTEUTEMER !
() —EEREATENANGHH

(iii) is a member of the key management personnel of the Council.
applies:
FREEEMN MRV EET
5tEl;

(i) —EEREE (a) PRMAAN L

b) An entity is related to the Council if any of the following conditions
HISHEER ; 5

(i) (@) () PHEN —Z A LTH—@E
BEREBNEARE

(i) The entity is a post-employment benefit plan for the benefit
Council.
Ha—EE
RBHFEAREEAS -

in (a).

of employees of either the Council or an entity related to the
(i) The entity is controlled or jointly controlled by a person identified

(VEERXBEREP-—MINER

(iii) A person identified in (a)(i) has significant influence over the
the entity.

BETERAKE AR AR GEM

FEEEASRE °

entity or is a member of the key management personnel of

(iv) The entity, or any member of a group of which it is a part,
BULRESREBRFEZES | 2019/20 TIERS

provides key management personnel services to the Council.
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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 2019, including :-

HKFRS 16, Leases

Amendments to HKFRS 9, Prepayment Features with Negative
Compensation

Amendments to HKAS 19, Plan Amendment, Curtailment or Settlement

Amendments to HKAS 28, Long-term Interests in Associates and Joint
Ventures

Amendments to HKFRSs, Annual Improvements to HKFRSs 2015 — 2017
Cycle

HK(IFRIC) — Int 23, Uncertainty over Income Tax Treatments

Except for HKFRS 16, Leases, the application of other new and
amendments to HKFRSs in the current year has had no material impact on
the Council’s financial positions and performance for the current and prior
years and/or on the disclosures set out in these financial statements.

HKFRS 16, Leases

The Council has applied HKFRS 16 for the first time in the current year.
HKFRS 16 superseded HKAS 17 “Leases” (“HKAS 17”), and the related
interpretations.

Definition of a lease

The Council has elected the practical expedient to apply HKFRS 16 to
contracts that were previously identified as leases applying HKAS 17 and
HK(IFRICO)-Int 4 “Determining whether an Arrangement contains a Lease”
and not apply this standard to contracts that were not previously identified
as containing a lease. Therefore, the Council has not reassessed contracts
which already existed prior to the date of initial application.

For contracts entered into or modified on or after 1 April 2019, the Council
applies the definition of a lease in accordance with the requirements set
out in HKFRS 16 in assessing whether a contract contains a lease.

As a lessee

The Council has applied HKFRS 16 retrospectively with the cumulative
effect recognised at the date of initial application, 1 April 2019.
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4 GtEEREN (8)

FRMBREENFE 1655 - HE (&)

R-E-NENE—H  xGZBEAE
BRI E %R 16.C8(b) (i) SKHBEZ
FUEREERRZAS S RERNEIME
BEaERfERAEEE - REXRERERZ
ERERENPN R BN BB RERE
KB o

RERME BV HBRSERFE 1637 THIE
EETIEM A ENBERE > REMEAR
BEBEHENSI7ROEACERER
FREEEZETNZEESVEMNAS
FERUTRITRES %

() EEATMAEBNERERBHES 12
BRAERNEENREEEEHDIE
RREEEREEERR;

(i) KA P FEF B ARV E R B EE 5T E M PR
NEEERE ; K

(IRERERERARPNEERERNE
REEAETHEEAKRKLEZENE
BRYTEER o

5 EEREHEERFIE

BREBMBRSERR M B REE
FEEEEBEAREIEE - B8FE WA
KA E s BRI ER L FI & - (A5
KRk o BEHE - G5t RBERIUBE
KBRkZEEMNARBRTRESEZ
RAEAEE - BEEEBHRELHE &
stRBRRELFFERS > BERERATAE
BRI E A5 o

ERVBEAREENEETIERRKER
HRFIENHEIS e BN AMBI|REFR
EHANGERERER > FRFEERERR
B BT -HMEREEEEREENERE
EFRERBEE °

6 AR

BB RIS B BB AR AR § B 1T
RENEE - AMBHERRBEENE
Z(ERHIINEEREREHERR)M
BE -

BUSBRESRERHFEES | 2019/20 TERE

4 Changes in accounting policies (continued)

HKFRS 16, Leases (continued)

As at 1 April 2019, the Council recognised additional lease liabilities and
right-of-use assets at amounts equal to the related lease liabilities by
applying HKFRS 16.C8(b)(ii) transition. Any difference at the date of initial
application is recognised in the opening retained profits and comparative
information has not been restated.

When applying the modified retrospective approach under HKFRS 16 at
transition, the Council applied the following practical expedients to leases
previously classified as operating leases under HKAS 17, on lease-by-
lease basis, to the extent relevant to the respective lease contracts:

() elected not to recognise right-of-use assets and lease liabilities for
leases with lease term ends within 12 months of the date of initial
application or leases with low value;

(i) excluded initial direct costs from measuring the right-of-use assets at
the date of initial application; and

(i) used hindsight based on facts and circumstances as at date of initial
application in determining the lease term for the Council’s leases with
extension and termination options.

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 18. 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 Hong Kong
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.
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7 HfthlrA 7 Otherincome
2020 2019
$ $
FEUWA Interestincome 543,177 332,364
HMIEW A Sundry income 4,528 1,038
547,705 333,402
8 FRRBREEWE 8 Surplus and total comprehensive income for the year
FRNBBREEANRFEDEFA Surplus and total comprehensive income for the year is arrived at after
charging:
2020 2019
$ $

(a) BI 4 Staff costs

- BEIMAREER

- Contributions to Mandatory Provident Funds 1,108,008 1,028,026

-FE s IERHEMER

- Salaries, wages and other benefits 60,125,719 50,120,136

61,233,727 51,148,162

(b) —A& R T &M General and administrative expenses

ZEEMB s Auditor's remuneration 39,500 39,500

MENSEBEHERSESER Rent, rates and management fee 5,530,994 12,166,914

ABRRBBEHKER Public and educational affairs 8,820,942 1,271,635

BZRE:12I&MA Observers’ scheme 495,052 491,534

RIREMR Insurance 69,066 86,920

#EFMIRE Repairs and maintenance 3,006,268 2,054,738

BN TS AR E A Overseas duty visit 160,010 2,131

NEAREER Utilities 403,935 341,313

#rE Depreciation 11,595,644 4,564,437

JERFEMIEE Non-recurrent projects 7,536,695 680,805

H¥ Others 1,947,749 1,254,850

39,605,855 22,954,777

(c)FZE kA Finance cost

FHE&aEZFE Interest on lease liabilities 491,658

9 RIA 9 Taxation

RiE (MBIKRGI) BI7RNHRE » ZF%E  No provision for Hong Kong Profits Tax has been made in the financial
RERR > AEAGBATEAMBTRMRKS  statements as the Council is exempted from profits tax pursuant to section
REBMGMER - 87 of the Inland Revenue Ordinance.
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10

EIE&EE 10 Fixed assets
BERE EREEE
Owned assets Right-of-use
assets
HER#EIRE GHARRE NWAERE BhERE et HELHR k]
Leasehold Furniture Office Computer Sub-total £ Total
improve- and fixtures equipment  equipment Leasehold
ments land and
buildings
$ $ $ $ $
R4 Cost
R-E—hEmA—A
At 1 April 2019 6,171,337 1,077,539 1,578,694 18,879,692 27,707,262 27,707,262
#E Additions 49,380 4,017,114 4,166,494 34,501,815 38,668,309
EE Disposals (25,425) (25,425) (25,425)
A ETBF=A=+—H
At 31 March 2020 6,171,337 1,052,114 1,628,074 22,996,806 31,848,331 34,501,815 66,350,146
BEH4FE Accumulated depreciation
R-ZB—NEmA—A
At 1 April 2019 5,247,097 825,311 1,170,026 11,561,124 18,803,558 - 18,803,558
FANIE Charge for the year 782,538 187,345 132,077 3,649,820 4,751,780 6,843,864 11,595,644
EEZEH Write back on disposals (25,425) (25,425) (25,425)
RIZEZEF=A=+—H
At 31 March 2020 6,029,635 987,231 1,302,103 15,210,944 23,529,913 6,843,864 30,373,777
BRMEF{E Net book value
A ZE_ZTHF=A=+—H
At 31 March 2020 141,702 64,883 325,971 7,785,862 8,318,418 27,657,951 35,976,369
P%#s Cost
RIZ2—N\EWA—H
At 1 April 2018 6,132,037 965,439 1,603,766 14,670,021 23,371,263 - 23,371,263
#E Additions 39,300 112,100 22,078 4,557,671 4,731,149 4,731,149
EE Disposals (47,150)  (348,000)  (395,150) (395,150)
A ZE—-NE=ZA=+—H
At 31 March 2019 6,171,337 1,077,539 1,578,694 18,879,692 27,707,262 - 27,707,262
BEH4FE Accumulated depreciation
RIZE—N\ENA—H
At 1 April 2018 4,458,560 615,769 1,081,180 8,478,762 14,634,271 - 14,634,271
FANIE Charge for the year 788,537 209,542 135,996 3,430,362 4,564,437 4,564,437
EEZEH Write back on disposals (47,150)  (348,000)  (395,150) (395,150)
RZIZE—-NE=B=+—H
At 31 March 2019 5,247,097 825,311 1,170,026 11,561,124 18,803,558 - 18,803,558
BRMEF{E Net book value
A _E-NE=B=+—H
At 31 March 2019 924,240 252,228 408,668 7,318,568 8,903,704 8,903,704
B SERERRIERHFEEE | 2019/20 TIFRS
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$R17723 Bank balances

FHRHAMR 7 =18 B M E HATF =X
Time deposits with original maturity less than 3 months 10,000,000 8,000,000

HBRARRRERERZRERIREEEY
Cash and cash equivalents in the statement of financial position and
the statement of cash flows
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11 Cash and cash equivalents

2020 2019
$ $
27,979,364 17,405,973

37,979,364 25,405,973

12

i

HE 3 B 5 44 B

—h&E /| 2T \FmA—HNEHF

Balance as at 1 April 2019/2018

FENEDABRANEEE
Recognised as income in the year

RZB-Z®

Balance as at 31 March 2020/2019
BBEA TReaE) N

Less : Amount included in “current liabilities”

A TIERBEE) e

Amount included in “non-current liabilities”

12 Deferred government grants

F/ ZB-NE=ZA=+—HWN%E

2020 2019

$ $
1,381,528 3,538,194
(771,945) (2.156,666)
609,583 1,381,528
(609,583) (771,945)
609,583

ERERHBTEZERRRHAEREEFE

HRG > HEERWERNEFANET

Bl o

The grants received are mainly for the development of a secure email
system for electronic communication among Members and the Secretariat.
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13 HtEARIEREER

13 Other payables and accruals

2020 2019

$ $

Bt # & 1& Financial liabilities 11,504,056 4,379,124
KRBV A FEBAEER Unutilized annual leave balances 2,965,625 1,982,384
14,469,681 6,361,508

HtENREREFERRANTER

14 BTHRMEEE

Other payables and accruals are expected to be settled within one year.

14 Provision for staff gratuities

2020 2019
$ $
A ZE-NE /| ZE-/\FEWNA—HNEER
Balance as at 1 April 2019/2018 6,241,933 4,939,214
REEBFHREME Provision made for the year 5,067,194 4,222,685
SEEBHAEEME Provision utilised for the year (4,430,343) (2,919,966)
R _EEF | TE-NEFE=ZA=1+—HWNEER

Balance as at 31 March 2020/2019 6,878,784 6,241,933

BETHRNERERATXNERREYN
MWETHNREEAEARMEMmRIL

15 HEAR

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

15 Lease liabilities

2020 2019
$ $
B{EIAEHIE Minimum lease payments due
-—% A Within 1 year 12,314,052
-—EBFBEHRER 1to5vyears 16,519,472
28,833,524
B RKRBEZH Less: future finance charges (890,955)
fAE&EIRME Present value of lease liabilities 27,942,569
S ir{E% Analysed as:
MBS Current portion 11,724,179
JETRENEBS Non-current portion 16,218,390
27,942,569

BUSBRESRERHFESS | 2019/20 TERE
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EHREBRBERILE  AERELBHLE
RNSBRRETFEBEMA o

FERAEREERS BARERE R
FTEBERBAENHE - REMZ
FRETEBRNNBEF#ER T -F
FZR=+—HETHEHE (2019: XE5
UEVREERFZBRFRAERERE
45,577,599 75 F BB B ) °

i
AZECETEZAZ+—B RETTR

FREERETAREANYERKRRE
ARABERNT

17

— £ A Within 1year

$tZE Chapter7
f75¥8%  Financial Statements

16 Accumulated surplus

In accordance with section 6 of the Memorandum of Administrative
Arrangements (“MAA”) dated 22 June 2017 signed between the Hong
Kong 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 Hong
Kong Government, except with the approval of Secretary for Financial
Services and the Treasury.

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 Hong Kong Government has been made as at
31 March 2020 accordingly (2019 : an excessive reserve of $45,577,599
accumulated from previous years has been refunded to the Hong Kong
Government by the Council).

17 Operating leases commitments

At 31 March 2020, the total future minimum lease payments under non-
cancellable operating leases in respect of properties are payable as
follows:-

2020 2019
$ $
3,898,295

ERMBERBVHBRSEANFI6HKE > X
REMRBEHERNREEIAEREE
B ABUERAEERE - EREMNR
=EXT

18 £WMIA
AEREMBEED BUTER -

REHEATY RN EMEE
Financial assets at amortised cost
% Deposits

FEULF B Interest receivable

REKRIRWEEEY Cash and cash equivalents

Upon adoption of HKFRS 16, the present value of future minimum lease
payment, which is no longer disclosed as commitments as shown above,
is recognized as right-of-use asset. The comparative information has not
been restated.

18 Financial instruments

The Council has classified its financial assets in the following categories:

2020 2019

$ $
3,574,106 3,042,819
13,562 3,222
37,979,364 25,405,973
41,567,032 28,452,014
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FEREMBREDAUTER :

18 Financial instruments (continued)

The Council has classified its financial liabilities in the following categories:

2020 2019
S $
HRIBER TR ERMEE
Financial liabilities at amortised cost
HihfERIEREST &M Other payables and accruals 11,504,056 4,379,124
fAE&ME Lease liabilities 27,942,569
39,446,625 4,379,124

FFEZRMIANKEERN _Z-—NER
—EEF=-RA=+—H EE%E’J’&?TE
WRBEEKRER °

FEMNEEEHREMIACHAHEES
Rz > RBEERBRIERRR Zliﬁi_
BUTHREEZFEAR » UREZE

éj‘$%’ﬂ’]ﬂ3‘i‘“%~%fﬁ)§zﬂk/ﬂﬂ’],aTT%IJEV
@

(a) GERMR
FENEBEARETEEAR  MRSA
BHESNHMEEEMSAMREME - &
ENEERAKRTIERBHRTER
RITERNERRREER > EREMR
ZIRITIBSEBRITRIIRENE
A o

All financial instruments are carried at amounts not materially different
from their fair values as at 31 March 2019 and 2020.

The Council is exposed to credit risk, liquidity risk and interest rate risk
arising in the normal course of its operation and financial instruments. The
Council’s risk management objectives, policies and processes mainly focus
on minimising the potential adverse effects of these risks on its financial
performance and position by closely monitoring the individual exposure.

(@) Credit risk
The Council has no concentration of credit risk. The maximum exposure
to credit risk is represented by the carrying amount of the financial
assets. The Council is exposed to credit risk on financial assets, mainly
attributable to deposits with banks. The credit risk on bank deposits is
limited because the counterparties are authorised financial institutions
regulated under the Hong Kong Banking Ordinance.

2020 2019
$ $

8iE—% Summary quantitative data
¥& Deposits 3,574,106 3,042,819
FEUFIE Interest receivable 13,562 3,222
#R4T7E# Bank balances 27,979,364 17,405,973

FIHREAMR /DR = 1B B W E HAF R

Time deposits with original maturity less than 3 months 10,000,000 8,000,000
41,567,032 28,452,014
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18 &I AR (4)

(b) MENE & AR
FENRDEZAREMBEE - &
EHETFLEREE  BRTHENE
TMREFB/EE > LUREEBEEDN

[SElE:]
mz= °

TR TEAENEHMEBRENREHR
MRBFSHHRR - ZFTMEBBEREUT
WARIMIRBERE (BEUTOFER
(TR ) BN REPRNAEFE

$tZE Chapter7
f75¥8%  Financial Statements

18 Financial instruments (continued)

(b) Liquidity risk

The Council is exposed to liquidity risk on financial liabilities. It
manages its funds conservatively by maintaining a comfortable level
of cash and cash equivalents in order to meet continuous operational
need. The Council ensures that it maintains sufficient cash which is
available to meet its liquidity.

The details of remaining contractual maturities at the end of the
reporting period of the financial liabilities, which are based on
contractual undiscounted cash flows (including interest payments
computed using contractual rates or, if floating, based on rates current

MFEAR) UkEEEEZTNRER at the end of the reporting period) and the earliest date the Council can
HAAZ%E - be required to pay are as follows:-
HESES ¢!
RERBEE
Total contractual —FRFHERBE BB FETFBELEF
IREEE undiscounted Within 1yearoron  Over 1 year but within
Carrying amount cash flow demand 5 years
$ $ $ $
2020
HittEIRIEREEA
Other payables and accruals 11,504,056 11,504,056 11,504,056
HHESBE Lease liabilities 27,942,569 28,833,524 12,314,052 16,519,472
39,446,625 40,337,580 23,818,108 16,519,472
2019
HittEIRIEREE A
Other payables and accruals 4,379,124 4,379,124 4,379,124

(c) M= EER
FENMRABRETERBRITEM ©
FENRITERTIEREHER » AR
RERE - Hit > AEFEHFAEEH
ERERMEKER

BIEHE Summary quantitative data

FESREE Floating-rate financial assets

iR47457 Deposits with banks
FEAERRR DR =@ B O E AR

Time deposits with original maturity less than 3 months

(©) Interest rate risk

The Council’s exposure on fair value interest rate risk mainly arises from
its cash deposits with bank. 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.

2020 2019

$ $
11,307,397 13,279,489
10,000,000 8,000,000
21,307,397 21,279,489

FEREHMEENN AR IFHRMED
o AaEEETaRREAErRH
RAREELEEATE -

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.
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18 £MTAH (&)
() UATEHEZSRTA

RBER, FGALREEMIAUR
FEFER o

19 FBARS

FRBEMBRENRZ RERI 0 £E
HRBMARERNETZIIZRENT !

AEgMEME Honorarium paid to Council members

18 Financial instruments (continued)

(d) Financial instrument at fair value
At the end of reporting period, there were no financial instruments
stated at fair value.

19 Material related party transactions

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

2020 2019
$ $
870,200 859,640

ERXBERRRBNMERS (EFRY
REAGHMERTEEEASTREFAE
mHHE) EEEBEEBBETRRLE
WM HEEREZRBEEZFET

20 MBEZHEENEEHIR

TRHELFEREREZINEEET)
BRERASKIFRSEH - MEITHMELE
NERDAREREMY » ARKRRER
ERAEVBRETDESRETHE
ENRERE -

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.

20 Reconciliation of liabilites arising from financing
activities

The table below details changes in the Council’s liabilities from financing
activities, including both cash and non-cash changes. Liabilities arising
from financing activities are liabilities for which cash flows were, or future
cash flows will be, classified in the Council’s statement of cash flows as
cash flows from financing activities.

2020 2019
$ $
FA4E# At beginning of the year
MERSHEEEZEE Changes from financing cash flows:
BfJf& AL Capital element of lease rentals paid (6,559,246)
BfJHEEF B Interest element of lease rentals paid (491,658)
MERESRESES 2 EH4EEE Total changes from financing cash flows (7,050,904)
Hith& 8 Other changes:
AEBEZFIE Interest on lease liabilities 491,658
REARIHEEMEMNEERE
Increase in lease liabilities from entering into new leases during the year 34,501,815
4%k At end of the year 27,942,569
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21 EfEMHEREMNRERERE
ERMBHRSER

UTHEEMRERERRRERNZEEY
BREER > BEERNALXTEERY
BHIREAR -

BERUBREENE 7R RESH
HKFRS 17, Insurance Contracts

$tE Chapter7
f75¥8%  Financial Statements

21 Hong Kong financial reporting standards issued but
not yet effective for the year

HKFRSs that have been issued but are not yet effective for the year include
the following HKFRSs which may be relevant to the Council’s operations
and financial statements:

KU TEERRER
MBER
Effective for annual
periods beginning
on or after

—E-—F—HA—H
1 January 2021

ERMBWEERB IR (B5IF) ZFNE

& —ETE—RA—H

Amendments to HKFRS 3, Definition of a business 1 January 2020

BRAMBBREERB 10K KB B GTEERISE 2858 (18514 )

KREELHEBENIRSELEZHANEELHELTE MR EE
Amendments to HKFRS 10 and HKAS 28, Sales or Contribution of To be determined

Assets between an Investor and its Associate or Joint Venture

BEARAGHENFT 1 RNREBETEUNE IR (B5IR) EAMZES —EZTF—A—H
Amendments to HKAS 1 and HKAS 8, Definition of material 1 January 2020

EAMBREERNBON BRI EREIORREBMBREERB 758 (B4 )

eSS

Amendments to HKFRS 9, HKAS 39 and HKFRS 7, Interest Rate Benchmark Reform

“¥%F—A—H
1 January 2020

FERAFELERRMZEETBYHER
SR o DT FERTRAZTERYE
REZNTEHEAGERERNFENNE
BRELEATE - FEREETEZT
BEMBREERNREMBUIEBNEK
2EHNTE -

22 BBMBERR

EUBRREN_ZBE_ZEF/N\B-+HE
AAENRETEM o

The Council has not early adopted these HKFRSs. Initial assessment
has indicated that the adoption of these HKFRSs would not have a
significant impact on the Council’s financial statements in the year of initial
application. The Council will be continuing with the assessment of the
impact of these HKFRSs and other significant changes may be identified as
aresult.

22 Approval of financial statements

These financial statements were authorised for issue by the Council on
20 August 2020.
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