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To the members of Hong Kong Productivity Council
(Incorporated in Hong Kong under the Hong Kong Productivity Council Ordinance)

Opinion

We have audited the consolidated financial statements of Hong Kong Productivity
Council (the “Council”) and its subsidiaries (the “Group”) set out on pages 5 to 52, which
comprise the consolidated and the Council’s statement of financial position as at 31
March 2018, and the consolidated income and expenditure account, the consolidated
and the Council’s statement of comprehensive income, the consolidated statement of
changes in funds and the consolidated statement of cash flows for the year then ended,
and notes to the consolidated financial statements, including a summary of significant
accounting policies.

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

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 consolidated financial statements
section of our report. We are independent of the Group 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.

Responsibilities of Management of the Council for the
consolidated financial statements

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

In preparing the consolidated financial statements, management of the Council are
responsible for assessing the Group’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 management of the Council either intend to liquidate the Group or to
cease operations or have no realistic alternative but to do so.

Management of the Council are assisted by the Audit Committee in discharging its
responsibilities for overseeing the Group’s financial reporting process.
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Independent Auditor's Report

Auditor’s responsibilities for the audit of the consolidated
financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated
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. Our report is made
solely to you, as a body, in accordance with section 18 of the Hong Kong Productivity
Council Ordinance, and for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this report.

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

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

o Identify and assess the risks of material misstatement of the consolidated 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.

o 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 Group’s internal

control.

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

o Conclude on the appropriateness of the management 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 Group’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 consolidated 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 Group to
cease to continue as a going concern.
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Auditor’s responsibilities for the audit of the consolidated
financial statements (Continued)

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

o Obtain sufficient appropriate audit evidence regarding the financial information
of the entities or business activities within the Group to express an opinion on
the consolidated financial statements. We are responsible for the direction,
supervision and performance of the group audit. We remain solely responsible for
our audit opinion.

We communicate with the Audit Committee 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.

We also provide the Audit Committee with a statement that we have complied with
relevant ethical requirements regarding independence and to communicate with them
all relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.

Ernst & Young

Certified Public Accountants
22/F, CITIC Tower

1 Tim Mei Avenue, Central
Hong Kong

25 July 2018
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Consolidated Statement of Financial Position
2018 £ 3 A 31 B 31 March 2018
2018 2017
Bt 5T BET T BEETIT
Notes HK$’000 HK$’000
JE7 BN EE NON-CURRENT ASSETS
Y - BEMRE Property, plant and equipment 4 221,399 197,328
EREEE Intangible assets 5 8,524 7,146
AN Interest in an associate 7 1,553 1,645
FERBEEA Total non-current assets 231,476 206,019
#RENEE CURRENT ASSETS
FEWER - TERRERIES Accounts receivable, prepayments and deposits 8 69,107 61,049
B&  BOEALEHER Cash, bank balances, and fixed deposits 9 344,724 310,444
mBEESRT Total current assets 413,831 371,493
7B & {& CURRENT LIABILITIES
B N et & A Accounts payable and accruals 10 246,678 229,717
JFE Bt & R R FOB Amount due to an associate 11 811 733
FERTRIE Tax payable 19(c) 307 179
MEBEES Total current liabilities 247,796 230,629
FE) B EB{E NET CURRENT ASSETS 166,035 140,864
FEE Net assets 397,511 346,883
# &£ TOTAL FUNDS
YENRBEGEAEN S MHEHE Capital subvention fund and reserves
attributable to the Council 395,832 345,515
JEFE AR AR SR A Non-controlling interests 12(d) 1,679 1,368
BEL Total funds 12 397,511 346,883

EE N RR2018457 A25 Bz IR Al & ) -
Approved and authorised for issue by the Council on 25 July 2018.

MER LK

Willy Lin Sun Mo Patrick Wong Chi Kwong
E EIF

Chairman Deputy Chairman

F12EF2AMNMER AN REN—ED -

The notes on pages 12 to 52 form an integral part of these financial statements.



Al

6

BAEE AR 3R

H£ENRF HKPC

Statement of Financial Position

2018 £ 3 A 31 H 31 March 2018

BB AR S R BT 7§ 3R & Independent Auditor's Report and Financial Statements 2017-18

2018 2017
L BET T BEETIT
Notes HK$’000 HK$’000
JE7 BN EE NON-CURRENT ASSETS
Y - BEMRE Property, plant and equipment 4 220,776 196,572
EREEE Intangible assets 5 8,481 7,088
R B A RINRE Investments in subsidiaries 6 18,722 18,722
247,979 222,382
#RENEE CURRENT ASSETS
FEMWERR - TERRERIES Accounts receivable, prepayments and deposits 8 68,087 60,134
JFE LB B R Bl R E Amounts due from subsidiaries 11 1,394 930
B&  BOFEALEHER Cash, bank balances, and fixed deposits 9 321,694 296,762
391,175 357,826
&1 & & CURRENT LIABILITIES
B N EsTE A Accounts payable and accruals 10 239,687 226,235
AR NG /S Amounts due to subsidiaries 11 10,887 12,655
250,574 238,890
T E) &= B{E NET CURRENT ASSETS 140,601 118,936
FEE Net assets 388,580 341,318
wEe TOTAL FUNDS 12 388,580 341,318

AT BR201847 A25 Bz I FT A B i o
Approved and authorised for issue by the Council on 25 July 2018.

MER
Willy Lin Sun Mo

*FE
Chairman

e N
Hi

Patrick Wong Chi Kwong

&7 /=
Deputy Chairman

F12EF2ANMEB AN BERERAN—ES -

The notes on pages 12 to 52 form an integral part of these financial statements.
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Consolidated Income and Expenditure Account
HZ= 20184 3 A 31 HIFEE Year ended 31 March 2018
2018 2017
i BETT BEET T
Notes HK$’000 HK$’000
XA INCOME
LE M EB BT A B Government subvention for recurrent activities 223,294 218,908
RIEUA Service income 13 481,679 455,819
EAblUg A Other income 14 11,198 11,172
FEAG B & A &) K E Share of profit of an associate 7 8 33
716,179 685,932
% H EXPENDITURE
Bt B # & Staff emoluments 15 (348,846) (360,426)
E b H Other expenses 18 (817,412) (301,555)
[ #iA0 Z 8% SURPLUS BEFORE TAX 49,921 23,951
B8 Income tax expense 19(a) (248) (467)
49,673 23,484
REREmSEA Transfer from capital subvention fund 12(a) 14,649 19,324
fF R Z 8% SURPLUS FOR THE YEAR 64,322 42,808
FEBR Attributable to:
EENR The Council 12(b) 64,167 42,552
FEFE AR P R AE S Non-controlling interests 12(d) 155 256
64,322 42,808

F12EF2ANMEB AN BERERAN—ES -

The notes on pages 12 to 52 form an integral part of these financial statements.
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H = 2018 4F 3 A 31 B IEFJE Year ended 31 March 2018
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2018 2017
BETT BT
HK$’000 HK$’000
fF R Z 8% SURPLUS FOR THE YEAR 64,322 42,808
Hit2mEYR2S (E5#8) OTHER COMPREHENSIVE INCOME/(LOSS)
AR ERENFEEEREEREN Other comprehensive income/(loss) that may be reclassified to
Hiemikzs (EE) income and expenditure account in subsequent periods:
HEmEARIEANE ([FE]) #7  Exchange differences on translation of financial statements
REMEREZSR of operations in the People’s Republic of China (‘PRC”) 1,174 (848)
FANFHEHEINEGNETDEAE Reclassification adjustment for a foreign operation
deregistered during the year (219) -
FREMEEUE (Fi%) OTHER COMPREHENSIVE INCOME FOR THE YEAR, NET OF TAX 955 (848)
FRZEHU2SEE TOTAL COMPREHENSIVE INCOME FOR THE YEAR 65,277 41,960
EER Attributable to:
SENR The Council 64,966 41,782
FEPERR AR A 2 Non-controlling interests 311 178
65,277 41,960

F12EF2 AN T BATEIHREZH —EH °
The notes on pages 12 to 52 form an integral part of these financial statements.
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Statement of Comprehensive Income
HZ= 20184 3 A 31 HIFEE Year ended 31 March 2018
2018 2017
Bt 5T BT BEETIT
Notes HK$’000 HK$’000
IZA INCOME
LE M EB BT A B Government subvention for recurrent activities 223,294 218,908
AR WA Service income 13 477,471 448,841
Hivug A Other income 14 10,204 10,012
710,969 677,761
% EXPENDITURE
BEFHE Staff emoluments 15 (341,415) (349,888)
HM Other expenses 18 (322,292) (302,832)
47,262 25,041
WREREHSEA Transfer from capital subvention fund 12(a) 14,649 19,324
FRARHBRZHEULES SURPLUS AND TOTAL COMPREHENSIVE INCOME
FOR THE YEAR 12(b) 61,911 44,365

F12EF2ANMEB AT BEREA—ES -

The notes on pages 12 to 52 form an integral part of these financial statements.
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Consolidated Statement of Changes in Funds
#HZE 2018 £ 3 A 31 HILF[E Year ended 31 March 2018

BEREENR
Attributable to the Council
BR N FiER
Ehs EhfE BEGE k) PR ot
Capital Non-
subvention Revenue  Exchange controlling Total
fund reserve reserve Total interests funds
BETT BETT BETT BT BETT BETT
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
R20165F 4 A 18 K &84 At 1 April 2016 166,691 153,924 2,442 323,057 1,190 324,247
FARH Surplus for the year - 42,552 - 42,552 256 42,808
FREMZAEBE Other comprehensive loss for the year:
BERRERRERR Exchange difference on translation
EHEE of financial statements of operations in
the PRC - = (770) (770) (78) (848)
FRNEENE /(BIE) %  Total comprehensive income/(loss) for
the year - 42,552 (770) 41,782 178 41,960
BABHEEE Movement in capital subvention fund
(HE12 (@) (note 12(a)) (19,324) = = (19,324) = (19,324)
R20174 3 A31 B K& 84 At 31 March 2017 147,367 196,476 1,672 345,515 1,368 346,883
R20175F 4 A 1H R &84 At 1 April 2017 147,367 196,476 1,672 345,515 1,368 346,883
FRR Surplus for the year - 64,167 - 64,167 155 64,322
FREM2ENE Other comprehensive income for the year:
BERBEEERER A Exchange difference on translation
EHEZR of financial statements of operations in
the PRC - - 1,018 1,018 156 1,174
FRFEHENERH Reclassification adjustment for a foreign
BHABAR operation deregistered during the year - = (219) (219) - (219)
FAZARELEE Total comprehensive income for the year - 64,167 799 64,966 311 65,277
BREHSE Movement in capital subvention fund
(f=E12 (a)) (note 12(a)) (14,649) - - (14,649) - (14,649)
201853 A31 H &5 At 31 March 2018 132,718 260,643 2,471 395,832 1,679 397,511

F122F2 AN EBAMBIRKRN—ED ©

The notes on pages 12 to 52 form an integral part of these financial statements.
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Consolidated Statement of Cash Flows
H = 2018 4F 3 A 31 B IEFJE Year ended 31 March 2018
2018 2017
L BETT BT T
Notes HK$’000 HK$’000
BETHEENELRE CASH FLOWS FROM OPERATING ACTIVITIES
BRI 2 A Surplus before tax 49,921 23,951
JHEIE : Adjustments for:
il NP Share of profit of an associate (8) (33)
2 A Interest income 14 (973) (561)
Y - BEMRED D EEE Loss on disposal of property, plant and equipment 18 96 243
B EAENHERE Loss on disposal of intangible assets 18 - ®
e Depreciation 4 36,531 30,003
B Amortisation 5 4,466 7,383
FEUBR AR E B 188 [a) Reversal of provision for impairment loss of
accounts receivable 8 (40) (96)
89,993 60,895
JEUBEFR « TEFIE M E (b fEULFIE  Increase in accounts receivable, prepayments
0 and other receivables (7,926) (801)
SRIBE R (1) Decrease/(increase) in restricted cash 16,784 (4,529)
ENEZRRETERENCRL) Increase/(decrease) in accounts payable and accruals 16,606 (6,985)
KEELENIRE Cash generated from operations 115,457 48,580
BT R ERER PRC corporate income tax paid 19(c) (120) (430)
ASSE B E A IR S R B R 5 Net cash flows from operating activities 115,337 48,150
BREFHEENHLRE CASH FLOWS FROM INVESTING ACTIVITIES
B F B Interest received 973 561
3% =& A LA EEHITER Increase in fixed deposits with maturity over
3 months at acquisition (240,542) (252,981)
=@ A A FEBFERE B A5 RIE Proceeds from matured fixed deposits
with maturity over 3 months at acquisition 224,144 226,402
HEWE - BEFRESHE Proceeds from disposal of property,
plant and equipment 5 92
HEEFEEMSHKIE Proceeds from disposal of intangible assets = 10
BEME - BEMRE Purchase of property, plant and equipment (60,622) (28,520)
BEEFLEE Purchase of intangible assets (5,838) (4,516)
KEESFERANRESREFRE Net cash flows used in investing activities (81,880) (58,952)
RERBFLZEYIEM, GH4) 7$8 NET INCREASE/(DECREASE) IN CASH AND
CASH EQUIVALENTS 33,457 (10,802)
Re MR EEMRYERTE Cash and cash equivalents at beginning of year 83,010 94,635
JE RSB E Effect of foreign exchange rate changes 1,209 (823)
RERFALESEYEIRERTE CASH AND CASH EQUIVALENTS AT END OF YEAR 117,676 83,010
R RELZSEWIRE ST ANALYSIS OF BALANCES OF CASH AND
CASH EQUIVALENTS
RITERRIR S Cash at bank and on hand 9 117,676 83,010

F12EF2ANMEB AN BERERA—ES -

The notes on pages 12 to 52 form an integral part of these financial statements.
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Notes to the Consolidated Financial Statements
HZ= 20184 3 A 31 BHIEFE 31 March 2018
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1. EEIRNEEEM 1. COUNCIL AND GROUP INFORMATION
EREENRER TEENR] B—XR The Council is a subvented body corporate established in 1967 under the Hong
BT EBN#EE - 967 FRIE(EBEE Kong Productivity Council Ordinance. The address of its registered office and
TR BB 5L - £E N RS principal place of operations is at HKPC Building, 78 Tat Chee Avenue, Kowloon,
BRI ZE BRIt AT B NEEL Hong Kong.
HT8IRAEENKNE -
SENRREWNBAR (HifE[£E8]) B The principal activities of the Council and its subsidiaries (together referred to as
TEERRRERSEEN  TZEEAX the “Group”) are to promote increased productivity, encourage the more efficient
WHIAER  WiBARENERETE - A utilization of resources, and to advise measures designed to increase productivity
RS REEEREAS IHHEARE via development or dissemination of programmes, methods or techniques for the
TIRIFEHE © business sectors in Hong Kong.
M A RE Information about subsidiaries
SENBWBRRMFBLT : Particulars of the Council's subsidiaries are as follows:
SR B R BETR £B HEEHR BB AT
i EEMES BRER RS =8 BE IBEK
Place of Particulars Group's Held
incorporation of issued and effective by the Held by Principal
Name and operations paid up capital interest Council subsidiaries activities
EEDR (BR) BRAR BB 75 £10,0007T 100% 100% - BEEENRER
HKPC Technology (Holdings) Hong Kong HK$10,000 HREE KR
Company Limited Emit
Commercialisation
of patents project
deliverables of HKPC
FED (BR) BRAF B 75 #20,000,0007C 100% 100% - KREER
Productivity (Holdings) Limited Hong Kong HK$20,000,000 Investment holding
SEN (RE) BABRAF FEH 78 #5,000,0007T 100% = 100%  EERE R IE I AR S
Productivity (Dongguan) Consulting PRC HK$5,000,000 Consultancy and
Co. Ltd.* training services
FEH ORY) BABRAF FEH 751,610,000 100% = 100% AR R3F AR
Productivity (Shenzhen) Consulting PRC HK$1,610,000 Consultancy and
Co. Ltd.* training services
RINRBEENEBR AT AR #1,540,0007T 64.94% = 64.94% B8 R IE I AR
Shenzhen SZ - HK Productivity PRC RMB1,540,000 Consultancy and
Foundation Co. Ltd.” training services
YIRS B ) EHEE IR ¢ R AR #50,0007T 64.94% = 100%  EHIARTS
Shenzhen SZ - HK Productivity PRC RMB50,000 Training services
Foundation Training Institute*
# MiB AR M ISR F 4 B AB2017F12 # The subsidiaries have their financial accounting period ended on 31 December 2017.

AB1H -
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Notes to the Consolidated Financial Statements
HZE 2018 4 3 A 31 HIEFE 31 March 2018

STATEMENT OF COMPLIANCE

These consolidated financial statements have been prepared in accordance
with Hong Kong Financial Reporting Standards ("HKFRSs") (which include all
Hong Kong Financial Reporting Standards, Hong Kong Accounting Standards
("HKASs") and Interpretations) issued by the Hong Kong Institute of Certified
Public Accountants (the "HKICPA"), accounting principles generally accepted in
Hong Kong and the Hong Kong Productivity Council Ordinance. They have been
prepared under the historical cost convention and are presented in Hong Kong
dollars ("HK$") and all values are rounded to the nearest thousand except where
otherwise indicated.

BASIS OF PREPARATION
Basis of consolidation

The consolidated financial statements include the financial statements of the
Council and its subsidiaries (collectively referred to as the "Group") for the year
ended 31 March 2018. A subsidiary is an entity (including a structured entity),
directly or indirectly, controlled by the Council. Control is achieved when the
Group is exposed, or has rights, to variable returns from its involvement with the
investee and has the ability to affect those returns through its power over

the investee (i.e., existing rights that give the Group the current ability to direct
the relevant activities of the investee).

When the Council has, directly or indirectly, less than a majority of the voting
or similar rights of an investee, the Group considers all relevant facts and
circumstances in assessing whether it has power over an investee, including:

(a) the contractual arrangements with the other vote holders of the investee;

(b) rights arising from other contractual arrangements; and
(c) the Group's voting rights and potential voting rights.

The financial statements of the subsidiaries are prepared for the same reporting
period as the Council, using consistent accounting policies. The results of
subsidiaries are consolidated from the date on which the Group obtains control,
and continue to be consolidated until the date that such control ceases.

Income and expenditure and each component of other comprehensive income are
attributed to the Council and to the non-controlling interests, even if this results
in the non-controlling interests having a deficit balance. All intra-group assets
and liabilities, equity, income, expenses and cash flows relating to transactions
between members of the Group are eliminated in full on consolidation.

The Group reassesses whether or not it controls an investee if facts and
circumstances indicate that there are changes to one or more of the three
elements of control described in the accounting policy for subsidiaries above.
A change in the ownership interest of a subsidiary, without a loss of control, is
accounted for as an equity transaction.
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2.2

2.3

BASIS OF PREPARATION (continued)
Basis of consolidation (continued)

If the Group loses control over a subsidiary, it derecognises (i) the assets
(including goodwill) and liabilities of the subsidiary, (i) the carrying amount of any
non-controlling interest and (iii) the cumulative translation differences recorded
in equity; and recognises (i) the fair value of the consideration received, (i) the
fair value of any investment retained and (iii) any resulting surplus or deficit in
profit or loss. The Group's share of components previously recognised in other
comprehensive income is reclassified to profit or loss or retained profits, as
appropriate, on the same basis as would be required if the Group had directly
disposed of the related assets or liabilities.

In the Council's statement of financial position, an investment in a subsidiary is
stated at cost less impairment losses.

CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES

The Group has adopted the following revised HKFRSs for the first time for the
current year's financial statements.

Amendments to HKAS 7 Disclosure Initiative

Amendments to HKAS 12 Recognition of Deferred Tax Assets for Unrealised
Losses

Amendments to HKFRS 12
included in Annual

Disclosure of Interests in Other Entities:
Clarification of the Scope of HKFRS 12

Improvements to HKFRSs

2014-2016 Cycle

The Group has assessed the impact of the adoption of these revised HKFRSs
and considers that there is no significant impact to the Group's and the Council's
results and financial position or substantial change to the Group's and the
Council's accounting policies and presentation of the consolidated financial
statements.
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ISSUED BUT NOT YET EFFECTIVE HONG KONG
FINANCIAL REPORTING STANDARDS

The Group has not applied the following new and revised HKFRSs, that have
been issued but are not yet effective, in these financial statements.

Amendments to HKFRS 2 Classification and Measurement of Share-based
Payment Transactions’
Applying HKFRS 9 Financial Instruments with

HKFRS 4 Insurance Contracts’

Amendments to HKFRS 4

HKFRS 9 Financial Instruments’

Amendments to HKFRS 9 Prepayment Features with Negative
Compensation?

Sale or Contribution of Assets between
an Investor and its Associate or Joint Venture*

Amendments to HKFRS 10
and HKAS 28 (2011)

HKFRS 15 Revenue from Contracts with Customers’

Amendments to HKFRS 15 Clarifications to HKFRS 15 Revenue from
Contracts with Customers’

HKFRS 16 Leases?

HKFRS 17 Insurance Contracts®

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

Amendments to HKAS 40 Transfers of Investment Property’

HK(IFRIC)-Int 22 Foreign Currency Transactions and
Advance Consideration’

HK(IFRIC)-Int 23 Uncertainty over Income Tax Treatments?®

Annual Improvements Amendments to HKFRS 1 and HKAS 28°

2014-2016 Cycle

Annual Improvements
2015-2017 Cycle

Amendments to HKFRS 3, HKFRS 11, HKAS 12
and HKAS 23?2

l Effective for annual periods beginning on or after 1 January 2018

2 Effective for annual periods beginning on or after 1 January 2019

9 Effective for annual periods beginning on or after 1 January 2021

) No mandatory effective date yet determined but available for adoption
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2.4

ISSUED BUT NOT YET EFFECTIVE HONG KONG
FINANCIAL REPORTING STANDARDS (continued)

Further information about those HKFRSs that are expected to be applicable to
the Group is described below:

In September 2014, the HKICPA issued the final version of HKFRS 9, which
reflects all phases of the financial instruments project and replaces HKAS 39 and
all previous versions of HKFRS 9. Under HKFRS 9, a debt instrument is measured
at amortised cost if the asset is held within a business model whose objective
is to hold assets in order to collect contractual cash flows and the contractual
terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal outstanding. In addition,
the standard requires an impairment on debt instruments recorded at amortised
cost or at fair value through other comprehensive income, lease receivables,
loan commitments and financial guarantee contracts that are not accounted for
at fair value through profit or loss under HKFRS 9, to be recorded based on an
expected credit loss model either on a twelve-month basis or a lifetime basis. The
Group will apply the simplified approach and record lifetime expected losses that
are estimated based on the present value of all cash shortfalls over the remaining
life of all of its accounts receivable. Furthermore, the Group will apply the general
approach and record twelve-month expected credit losses that are estimated
based on the possible default events on its other receivables within the next
twelve months.

The Group does not expect that the adoption of HKFRS 9 will have a significant
impact on the Group's overall financial performance and financial position upon
initial application. Moreover, the Group will perform a more detailed analysis which
considers all reasonable and supportable information, including forward-looking
elements, for estimation of expected credit losses on its accounts receivable and
other receivables upon the adoption of HKFRS 9.

HKFRS 15 will be applicable for the Group's financial year ending 31 March
2019 and are expected to have impact upon adoption. Whilst management has
performed a detailed assessment of the estimated impacts of these standards,
that assessment is based on the information currently available to the Group,
including expectations of the application of transitional provision options and
policy choices. The actual impacts upon adoption could be different to those
below, depending on additional reasonable and supportable information being
made available to the Group at the time of applying the standards and the
transitional provisions and policy options finally adopted.
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ISSUED BUT NOT YET EFFECTIVE HONG KONG
FINANCIAL REPORTING STANDARDS (continued)

HKFRS 15, issued in July 2014, establishes a new five-step model to account
for revenue arising from contracts with customers. Under HKFRS 15, revenue is
recognised at an amount that reflects the consideration to which an entity expects
to be entitled in exchange for transferring goods or services to a customer. The
principles in HKFRS 15 provide a more structured approach for measuring and
recognising revenue. The standard also introduces extensive qualitative and
quantitative disclosure requirements, including disaggregation of total revenue,
information about performance obligations, changes in contract asset and
liability account balances between periods and key judgements and estimates.
The standard will supersede all current revenue recognition requirements under
HKFRSs. Either a full retrospective application or a modified retrospective
adoption is required on the initial application of the standard. In June 2016, the
HKICPA issued amendments to HKFRS 15 to address the implementation issues
on identifying performance obligations, application guidance on principal versus
agent and licences of intellectual property, and transition. The amendments are
also intended to help ensure a more consistent application when entities adopt
HKFRS 15 and decrease the cost and complexity of applying the standard. The
Group plans to adopt the transitional provisions in HKFRS 15 to recognise the
cumulative effect of initial adoption as an adjustment to the opening balance of
retained earnings at 1 April 2018. In addition, the Group plans to apply the new
requirements only to contracts that are not completed before 1 April 2018. The
expected changes in accounting policies, as further explained below, will have a
material impact on the Group's financial statements from 2018 onwards.

The Group's principal activities consist of promoting increased productivity,
encouraging the more efficient utilisation of resources, and advising measures
designed to increase productivity via development or dissemination of
programmes, methods or techniques for the business sectors in Hong Kong.
The expected impacts arising from the adoption of HKFRS 15 on the Group are
summarised as follows:

Income from service contracts

Currently, revenue from service contracts is recognised using the percentage of
completion method when the contracts have progressed to a stage where an
outcome can be estimated reliably. Revenue from service contracts is measured
by reference to the proportion of costs incurred for work performed to the end
of the reporting period as compared to the estimated total costs to completion.
Upon the adoption of HKFRS 15, income will be recognised either based on over
time or point in time.

- Contract service which satisfied criteria for over time recognition will be
recognised based on progress towards complete satisfaction of that
performance obligation.

- Contract service which cannot satisfy criteria for over time recognition will
be recognised at a point in time, based on completion of obligation set in
the contract.
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2.4

(@)

ISSUED BUT NOT YET EFFECTIVE HONG KONG
FINANCIAL REPORTING STANDARDS (continued)
Income from service contracts (continued)

The Group expects those income from service contracts that are not completed
before 1 April 2018, under either over time or point in time recognition, and
the corresponding direct project expense effect will be adjusted to the opening
balance of retained earnings at 1 April 2018. The Group is currently computing
the opening retained earnings impact of the above.

HKFRS 15 also provides guidance on principal versus agent consideration. If the
entity obtains control of the goods or services of another party before it transfers
control to the customer, then the entity's performance obligation is to provide
the goods or services itself. Therefore, the entity is acting as principal; otherwise,
it is acting as agent. Upon the adoption of HKFRS 15, agency receivables and
payments will not be considered as income, and they will be considered as
payment on behalf.

Presentation and disclosure

The presentation and disclosure requirements in HKFRS 15 are more detailed
than those under the current HKAS 18. The presentation requirements represent a
significant change from current practice and will significantly increase the volume
of disclosures required in the Group's financial statements. Many of the disclosure
requirements in HKFRS 15 are new and the Group has assessed that the impact
of some of these disclosure requirements will be significant. In particular, the
Group expects that the notes to the financial statements will be expanded
because of the disclosure of significant judgements made on determining the
transaction prices of those contracts that include variable consideration, how
the transaction prices have been allocated to the performance obligations,
and the assumptions made to estimate the stand-alone selling price of each
performance obligation. In addition, as required by HKFRS 15, the Group will
disaggregate revenue recognised from contracts with customers into categories
that depict how the nature, amount, timing and uncertainty of revenue and cash
flows are affected by economic factors. It will also disclose information about
the relationship between the disclosure of disaggregated revenue and revenue
information disclosed for each reportable segment.
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ISSUED BUT NOT YET EFFECTIVE HONG KONG
FINANCIAL REPORTING STANDARDS (continued)

HKFRS 16 was issued in May 2016 and replaces HKAS 17 Leases, HK(IFRIC)-
Int 4 Determining whether an Arrangement contains a Lease, HK(SIC)-Int 15
Operating Leases — Incentives and HK(SIC)-Int 27 Evaluating the Substance of
Transactions Involving the Legal Form of a Lease. The standard sets out the
principles for the recognition, measurement, presentation and disclosure of
leases and requires lessees to recognise assets and liabilities for most leases.
The standard includes two recognition exemptions for lessees that they can elect
as practical expedients — leases of low-value assets and short-term leases (i.e.,
where the lease term is 12 months or less).

At the commencement date of a lease, a lessee will recognise a liability to make
lease payments (i.e., the lease liability) and an asset representing the right to use
the underlying asset during the lease term (i.e., the right-of-use asset). The right-
of-use asset is subsequently measured at cost less accumulated depreciation
and any impairment losses unless the right-of-use asset meets the definition
of investment property in HKAS 40 Investment Property. The lease liability is
subsequently increased to reflect the interest on the lease liability and reduced for
the lease payments. Lessees will be required to separately recognise the interest
expense on the lease liability and the depreciation expense on the right-of-use
asset. HKFRS 16 also requires lessees to make more extensive disclosures than
under HKAS 17. The Group expects to adopt HKFRS 16 on 1 April 2019.

The application of the new requirements under HKFRS 16 is expected to result in
changes in the measurement, presentation and disclosures of a lease as indicated
above. The Group does not expect that the adoption of HKFRS 16 will have
a significant impact on the Group's overall financial performance and financial
position upon initial application, except that certain portions of operating lease
commitments outstanding as at 1 April 2019 will be required to be recognised
as lease liabilities after taking into account the effects of discounting, together
with the corresponding right-of-use assets, and other corresponding changes in
presentation and disclosures, once HKFRS 16 is adopted.
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2.5

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Non-controlling interests

Non-controlling interests represent the equity in a subsidiary not attributable
directly or indirectly to the Council, and in respect of which the Group has not
agreed any additional terms with the holders of those interests which would
result in the Group as a whole having a contractual obligation in respect of
those interests that meets the definition of a financial liability. For each business
combination, the Group can elect to measure any non-controlling interests either
at fair value or at their proportionate share of the subsidiary's net identifiable
assets.

Non-controlling interests are presented in the consolidated statement of financial
position within total funds, separately from funds attributable to the Council.
Non-controlling interests in the results of the Group are presented on the face
of the consolidated income and expenditure account and the consolidated
statement of comprehensive income as an allocation of the total surplus or deficit
and total comprehensive income for the year between non-controlling interests
and the Council. Changes in the Group's interests in a subsidiary that do not
result in a loss of control are accounted for as reserve transactions, whereby
adjustments are made to the amounts of controlling and non-controlling interests
within consolidated total funds to reflect the change in relative interests, but no
adjustments are made to goodwill and no gain or loss is recognised.

Associates

An associate is an entity in which the Group or the Council has significant
influence, but not control or joint control, over its management, generally

accompanying a shareholding of between 20% and 50% of the voting rights.

An investment in an associate is accounted for in the consolidated financial
statements under the equity method. Under the equity method, the investment
is initially recorded at cost, adjusted for any excess of the Group's share of the
acquisition-date fair values of the investee's identifiable net assets over the cost
of the investment (if any). Thereafter, the investment is adjusted for the post-
acquisition change in the Group's share of the associate's net assets and any
impairment loss relating to the investment. Any acquisition-date excess over cost,
the Group's share of the post-acquisition, post-tax results of the associate and
any impairment losses for the year are recognised in the consolidated income and
expenditure account, whereas the Group's share of the post-acquisition post-
tax items of the associate's other comprehensive income is recognised in the
consolidated statement of comprehensive income.

When the Group's share of losses exceeds its interest in the associate, the
Group does not recognise further losses except to the extent that the Group has
incurred legal and constructive obligations or made payments on behalf of the
investee. For this purpose, the Group's interest is the carrying amount of the
investment under the equity method together with the Group's long-term interests
that in substance form part of the Group's net investment in the associate.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POL'C'ES (continued)
Associates (continued)

Unrealised gains on transactions between the Group and its associates are
eliminated to the extent of the Group's interest in these entities. Unrealised losses
are also eliminated unless the transaction provides evidence of an impairment
of the asset transferred. Accounting policies of equity accounted investees have
been changed where necessary to ensure consistency with the policies adopted
by the Group.

When the Group ceases to have significant influence over an associate, it is
accounted for as a disposal of the entire interest in that investee, with a resulting
gain or loss being recognised in the income and expenditure account. Any
interest retained in that former investee at the date when significant influence is
lost is recognised at fair value and this amount is regarded as the fair value on
initial recognition of a financial asset.

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation
and impairment losses.

Depreciation is calculated to write off the cost of items of property, plant and

equipment, less their estimated residual value, if any, using the straight-line

method over their estimated useful lives as follows:

Hong Kong Productivity Council Building 50 years
("HKPC Building")

Leasehold improvements
— Office 10 years
— Non-office 3 years

Furniture and equipment 3 to 10 years

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

Gains or losses arising from the retirement or disposal of an item of property,
plant and equipment are determined as the difference between the net disposal
proceeds and the carrying amount of the item and are recognised in the income
and expenditure account on the date of retirement or disposal.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING

(d)

POL'C'ES (continued)
Intangible assets

Intangible assets comprise computer software. Computer software costs are
capitalised on the basis of the costs incurred to acquire and bring to use the
specific software and are stated in the statement of financial position at cost
less accumulated amortisation and impairment losses. Amortisation of computer
software is charged to the income and expenditure account on a straight-line
basis over the assets' estimated useful lives of 3 years.

Leased assets

An arrangement, comprising a transaction or a series of transactions, is or
contains a lease if the Group determines that the arrangement conveys a right to
use a specific asset or assets for an agreed period of time in return for a payment
or a series of payments. Such a determination is made based on an evaluation of
the substance of the arrangement and is regardless of whether the arrangement

takes the legal form of a lease.

Classification of assets leased to the Group

Assets that are held by the Group under leases which transfer to the Group
substantially all the risks and rewards of ownership are classified as being held
under finance leases. Other leases are classified as operating leases, with the
following exception:

- Land held for own use under an operating lease, the fair value of which
cannot be measured separately from the fair value of a building situated
thereon at the inception of the lease, is accounted for as being held under
a finance lease, unless the building is also clearly held under an operating
lease. For these purposes, the inception of the lease is the time that the
lease was first entered into by the Group, or taken over from the previous
lessee.

Operating lease charges

Where the Group has the use of assets held under operating leases, payments
made under the leases are charged to the income and expenditure account in
equal instalments over the accounting periods covered by the lease term, except
where an alternative basis is more representative of the pattern of benefits to be
derived from the leased asset. Lease incentives received are recognised in the
income and expenditure account as an integral part of the aggregate net lease
payments made. Contingent rentals are charged to the income and expenditure
account in the accounting period in which they are incurred.

The cost of acquiring land held under an operating lease is amortised on a
straight-line basis over the period of the lease term.
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POL'C'ES (continued)
Impairment of assets
Impairment of investments in equity securities and accounts receivable

Investments in equity securities and accounts receivable that are stated at cost
or amortised cost are reviewed at the end of each reporting period to determine
whether there is objective evidence of impairment. Objective evidence of
impairment includes observable data that comes to the attention of the Group
about one or more of the following loss events:

- significant financial difficulty of the investee or debtor;

- a breach of contract, such as a default or delinquency in interest or
principal payments by the investee or debtor;

- it becoming probable that the investee or debtor will enter bankruptcy or
other financial reorganisation;

- significant changes in the technological, market, economic or legal
environment that have an adverse effect on the investee or debtor; and

- a significant or prolonged decline in the fair value of an investment in the
investee below its cost.

If any such evidence exists, any impairment loss is determined and recognised as
follows:

- For investments in subsidiaries and an associate (including those
recognised using the equity method), the impairment loss is measured
by comparing the recoverable amount of the investment with its carrying
amount in accordance with note 2.5(f)(ii). The impairment loss is reversed
if there has been a favourable change in the estimates used to determine
the recoverable amount in accordance with note 2.5(f)(ii).

- For accounts receivables and other receivables carried at amortised cost,
the impairment loss is measured as the difference between the asset's
carrying amount and the present value of estimated future cash flows,
discounted at the financial asset's original effective interest rate (i.e. the
effective interest rate computed at initial recognition of these assets),
where the effect of discounting is material. This assessment is made
collectively where financial assets share similar risk characteristics, such
as similar past due status, and have not been individually assessed as
impaired. Future cash flows for financial assets which are assessed for
impairment collectively are based on historical loss experience for assets
with credit risk characteristics similar to the collective group.
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2.5

(f)
0]

(i)

SUMMARY OF SIGNIFICANT ACCOUNTING
POL'C'ES (continued)
Impairment of assets (continued)

Impairment of investments in equity securities and accounts receivable

(continued)

If in a subsequent period the amount of an impairment loss decreases and the
decrease can be linked objectively to an event occurring after the impairment
loss was recognised, the impairment loss is reversed through the income and
expenditure account. A reversal of an impairment loss shall not result in the
asset's carrying amount exceeding that which would have been determined had
no impairment loss been recognised in prior years.

Impairment losses are written off against the corresponding assets directly,
except for impairment losses recognised in respect of accounts receivable, whose
recovery is considered doubtful but not remote. In this case, the impairment
losses for doubtful debts are recorded using an allowance account. When the
Group is satisfied that recovery is remote, the amount considered irrecoverable
is written off against accounts receivable directly and any amounts held in the
allowance account relating to that debt are reversed. Subsequent recoveries of
amounts previously charged in the allowance account and subsequent recoveries
of amounts previously written off directly are recognised in the income and

expenditure account.

Impairment of other assets

Internal and external sources of information are reviewed at the end of each
reporting period to identify indications that the property, plant and equipment may
be impaired or an impairment loss previously recognised no longer exists or may
have decreased.

If any such indication exists, the asset's recoverable amount is estimated.

- Calculation of recoverable amount

The recoverable amount of an asset is the greater of its fair value less
costs to sell and value-in-use. In assessing value-in-use, the estimated
future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value
of money and the risks specific to the asset. Where an asset does not
generate cash inflows largely independent of those from other assets, the
recoverable amount is determined for the smallest group of assets that

generates cash inflows independently (i.e. a cash-generating unit).
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SUMMARY OF SIGNIFICANT ACCOUNTING
POL'C'ES (continued)

Impairment of assets (continued)

Impairment of other assets (continued)

- Recognition of impairment losses

An impairment loss is recognised in the income and expenditure account
if the carrying amount of an asset, or the cash-generating unit to which it
belongs, exceeds its recoverable amount. Impairment losses recognised
in respect of cash-generating units are allocated to reduce the carrying
amount of the assets in the unit (or group of units) on a pro rata basis,
except that the carrying value of an asset will not be reduced below its
individual fair value less costs to sell, or value-in-use, if determinable.

- Reversals of impairment losses

An impairment loss is reversed if there has been a favourable change in
the estimates used to determine the recoverable amount. A reversal of an
impairment loss is limited to the asset's carrying amount that would have
been determined had no impairment loss been recognised in prior years.
Reversals of impairment losses are credited to the income and expenditure
account in the year in which the reversals are recognised.

Service contracts

Service contracts are contracts for the provision of services. The accounting
policy for contract revenue is set out in note 2.5(n)(ii). Anticipated losses on
contracts are fully provided when it is probable that total contract costs will

exceed total contract revenue.

Service contracts in progress at the end of the reporting period are recorded at
the net amount of costs incurred plus recognised surplus less recognised losses
and progress billings, and are presented in the statement of financial position
as the "Deferred income" (as a liability), as applicable. Progress billings not yet
paid by the customer are included under "Accounts receivable, prepayments and
deposits". Amounts received before the related work is performed are presented
as "Deferred income" under "Accounts payable and accruals".
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING

(h)

(ii)

(iii)

POL'C'ES (continued)
Receivables

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

Accounts payable and accruals

Accounts payable and accruals are initially recognised at fair value and
subsequently stated at amortised cost using the effective interest method.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and in hand, demand
deposits with banks and other financial institutions, and short-term, highly liquid
investments that are readily convertible into known amounts of cash and which
are subject to an insignificant risk of changes in value, having been within three
months of maturity at acquisition.

Employee benefits
Pension obligations

A defined contribution plan is a pension plan under which the Group pays fixed
contributions into a separate entity. The Group has no legal or constructive
obligations to pay further contributions if the fund does not hold sufficient assets
to pay all employees the benefits relating to employee service in the current and
prior periods.

For defined contribution plans, the Group pays contributions to publicly or
privately administered pension insurance plans on a mandatory, contractual
or voluntary basis. The Group has no further payment obligations once the
contributions have been paid. The contributions are recognised as employee
benefit expense when they are due. Prepaid contributions are recognised as an
asset to the extent that a cash refund or a reduction in the future payments is
available.

Short term employee benefits and contributions to defined contribution
retirement plans

Salaries, annual bonuses, paid annual leave, contributions to defined contribution
retirement plans and the cost of non-monetary benefits are accrued in the year
in which the associated services are rendered by employees. Where payment or
settlement is deferred and the effect would be material, these amounts are stated
at their present values.

Termination benefits

Termination benefits are recognised when, and only when, the Group
demonstrably commits itself to terminate employment or to provide benefits as a
result of voluntary redundancy by having a detailed formal plan which is without
realistic possibility of withdrawal.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POL'C'ES (continued)

Income tax

Income tax for the year comprises current tax and movements in deferred tax
assets and liabilities. Current tax and movements in deferred tax assets and
liabilities are recognised in the income and expenditure account except to the
extent that they relate to items recognised in other comprehensive income or
directly in funds, in which case the relevant amounts of tax are recognised in
other comprehensive income or directly in funds, respectively.

Current tax is the expected tax payable on the taxable income for the year, using
tax rates enacted or substantively enacted at the end of the reporting period, and
any adjustment to tax payable in respect of previous years.

Deferred tax assets and liabilities arise from deductible and taxable temporary
differences respectively, being the differences between the carrying amounts of
assets and liabilities for financial reporting purposes and their tax bases. Deferred
tax assets also arise from unused tax losses and unused tax credits. Apart from
differences which arise on initial recognition of assets and liabilities, all deferred
tax liabilities, and all deferred tax assets to the extent that it is probable that
future taxable profits will be available against which the asset can be utilised, are
recognised.

The amount of deferred tax recognised is measured based on the expected
manner of realisation or settlement of the carrying amount of the assets and
liabilities, using tax rates enacted or substantively enacted at the end of the
reporting period. Deferred tax assets and liabilities are not discounted.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or amount when the
Group or 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.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING

(n)

(iii)

(iv)

POL'C'ES (continued)
Income recognition

Income is measured at the fair value of the consideration received or receivable.
Provided it is probable that the economic benefits will flow to the Group and
the income and expenditure, if applicable, can be measured reliably, income is
recognised in the income and expenditure account as follows:

Government subventions

Government subventions for recurrent activities are recognized as income in
the income and expenditure account when there is reasonable assurance that
the Group will comply with the conditions attaching with them and that the
subvention will be received. Government subventions that compensate the Group
for expenditure incurred are recognised as income in the income and expenditure
account on a systematic basis in the same periods in which the expenditure
are incurred. Unspent subventions for recurrent activities arising in the financial
year will be retained by the Council as reserves up to a limit as agreed with the
Government of the Hong Kong Special Administrative Region ("the Government")
(see note 12(e)). Amount in excess of the limit will be returned to the Government
in the following financial year.

Contract revenue

Revenue from service contracts is recognised using the percentage of completion
method when the contracts have progressed to a stage where an outcome can
be estimated reliably. Revenue from service contracts is measured by reference
to the proportion of costs incurred for work performed to the end of the reporting
period as compared to the estimated total costs to completion. When the
outcome of a service contract cannot be estimated reliably, contract revenue
is recognised only to the extent of contract costs incurred that are likely to be
recoverable.

Income from provision of services

Income from provision of services is recognised when the related services are
rendered.

Rental income from operating leases

Rental income receivable under operating leases is recognised in the income and
expenditure account in equal instalments over the periods covered by the lease
term, except where an alternative basis is more representative of the pattern of
benefits to be derived from the use of the leased asset. Lease incentives granted
are recognised in the income and expenditure account as an integral part of the
aggregate net lease payments receivable.

Interest income

Interest income is recognised as it accrues using the effective interest method.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POL'C'ES (continued)
Translation of foreign currencies

Foreign currency transactions during the month are translated at the foreign
exchange rates ruling at the average rate for that month. Monetary assets and
liabilities denominated in foreign currencies are translated at the foreign exchange
rates ruling at the end of the reporting period. Exchange gains and losses are
recognised in the income and expenditure account.

Non-monetary assets and liabilities that are measured in terms of historical cost
in a foreign currency are translated using the foreign exchange rates ruling at the
transaction dates.

The results of operations outside Hong Kong are translated into Hong Kong
dollars at the exchange rates approximating the foreign exchange rates ruling at
the dates of the transactions. Statement of financial position items are translated
into Hong Kong dollars at the closing foreign exchange rates at the end of the
reporting period. The resulting exchange differences are recognised in other
comprehensive income and accumulated separately in the exchange reserve.

On disposal of an enterprise outside Hong Kong, the cumulative amount of the
exchange differences recognised in reserve which relate to that enterprise is
reclassified from reserve to the income and expenditure account when the profit
or loss on disposal is recognised.

Capital subvention fund

The capital subvention fund accumulated from the prior years to compensate the
Group for the costs of the sub-vented assets is recognised in the income and
expenditure account over the useful lives of the sub-vented assets.

Related parties

A party is considered to be related to the Group if:

(a) the party is a person or a close member of that person's family and that
person
(i) has control or joint control over the Group;
(if) has significant influence over the Group; or
(ifi) is a member of the key management personnel of the Group;
or
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POL'C'ES (continued)

Related parties (continued)

(b) the party is an entity where any of the following conditions applies:
(i) the entity and the Group are members of the same group;
(ii) one entity is an associate or joint venture of the other entity (or of a

parent, subsidiary or fellow subsidiary of the other entity);

(iii) the entity and the Group are joint ventures of the same third party;

(iv) one entity is a joint venture of a third entity and the other entity is
an associate of the third entity;

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

(vi) the entity is controlled or jointly controlled by a person identified in

(a);

(vii) a person identified in (a)(i) has significant influence over the entity
or is a member of the key management personnel of the entity (or
of a parent of the entity); and

(viii)  the entity, or any member of a group of which it is a part, provides
key management personnel services to the Group or to the parent
of the Group.

SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES

The preparation of the Group's financial statements requires management to
make judgements, estimates and assumptions that affect the reported amounts
of revenues, expenses, assets and liabilities, and their accompanying disclosures,
and the disclosure of contingent liabilities. Uncertainty about these assumptions
and estimates could result in outcomes that could require a material adjustment
to the carrying amounts of the assets or liabilities affected in the future.

The key assumptions concerning the future and other key sources of estimation
uncertainty at the end of the reporting period, that have a significant risk of
causing a material adjustment to the carrying amounts of assets and liabilities
within the next financial year, are described below.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND
EST'MATES (continued)
Estimate of revenue and costs of works

The Group recognises its service income according to the percentage of
completion of the individual contract of services. The Group reviews and
revises the estimates of contract revenue and contract costs prepared for each
contract as the contract progresses. Budgeted service income is determined in
accordance with the terms set out in the relevant contracts. Budgeted service
costs which mainly comprise staff costs and costs of materials are prepared by
experienced management. In order to keep the budget accurate and up-to-date,
the management conducts periodic reviews on the management budgets by
comparing the budgeted amounts to the actual amounts incurred.

PROPERTY, PLANT AND EQUIPMENT
The Group
31 March 2018

HEETF
EEHKE HEIRE RERR B
Furniture
HKPC Leasehold and
Building improvements equipment Total
BETT BETT BETT BETT
HK$'000 HK$'000 HK$'000 HK$'000
R{E : Cost:
R2017F4 A1 8 At 1 April 2017 267,784 60,781 205,215 533,780
INE Additions - 28,450 32,172 60,622
HE Disposals - (3,345) (9,343) (12,688)
BRERE Exchange adjustments - 87 138 225
2018F3H31H At 31 March 2018 267,784 85,973 228,182 581,939
ZETE - Accumulated depreciation:
2017 F4 A1 8 At 1 April 2017 143,087 37,684 155,681 336,452
FENE Charge for the year 5,344 11,951 19,236 36,531
& [ Written back on disposals = (3,329) (9,258) (12,587)
BRERE Exchange adjustments - 83 61 144
2018F3H31H At 31 March 2018 148,431 46,389 165,720 360,540
BREFE Net book value:
20183 A31H At 31 March 2018 119,353 39,584 62,462 221,399
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4. WE - BEMRZME @
(@ &8 @
2017%3H31H

4. PROPERTY, PLANT AND EQUIPMENT (continued)

(@) The Group (continued)
31 March 2017
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HEEF
EENKNE HETRE RS T 4azE
Furniture
HKPC Leasehold and
Building improvements equipment Total
BT T BT T BT T BEETIT
HK$'000 HK$’000 HK$’000 HK$’000
RE : Cost:
20164 H1H At 1 April 2016 267,784 51,442 191,763 510,989
INE Additions - 11,330 17,190 28,520
HeE Disposals - (1,938) (3,638) (5,576)
ME R Exchange adjustments = (53) (100) (153)
R2017F3H31H At 31 March 2017 267,784 60,781 205,215 533,780
2 E - Accumulated depreciation:
20164 H1H At 1 April 2016 137,743 32,882 141,152 311,777
FEFE Charge for the year 5,344 6,582 18,077 30,003
B EEE Written back on disposals = (1,741) (3,500) (5,241)
ME AR Exchange adjustments = (39) (48) (87)
R2017%F3H31H At 31 March 2017 143,087 37,684 155,681 336,452
ERTENFE : Net book value:
201743 H31H At 31 March 2017 124,697 23,097 49,534 197,328
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Y1 - EMZRME 4. PROPERTY, PLANT AND EQUIPMENT (continued)
*¥ENR (b)  The Council
2018%F3H31H 31 March 2018
HEEF
SEHKE HEIRE RERR pok ]
Furniture
HKPC Leasehold and
Building improvements equipment Total
BETT BETT BETT BETT
HK$'000 HK$'000 HK$'000 HK$'000
R{E : Cost:
R2017F4 A1 H At 1 April 2017 267,784 59,961 203,920 531,665
NE Additions = 28,450 32,164 60,614
HE Disposals - (3,345) (9,343) (12,688)
720183 A31H At 31 March 2018 267,784 85,066 226,741 579,591
ZEHTE - Accumulated depreciation:
R2017F4 A1 H At 1 April 2017 143,087 36,893 155,113 335,093
FEHE Charge for the year 5,344 11,918 19,047 36,309
HERE Written back on disposals = (3,329) (9,258) (12,587)
720183 A31H At 31 March 2018 148,431 45,482 164,902 358,815
BRTEFHE Net book value:
20183 H31H At 31 March 2018 119,353 39,584 61,839 220,776
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4. W% > MEMRE @
(b) E£EHB @
2017%3H31H

4. PROPERTY, PLANT AND EQUIPMENT (continued)

(b)  The Council (continued)
31 March 2017

BB AR S R BT 7§ 3R & Independent Auditor's Report and Financial Statements 2017-18

HERTF
EENKNE HETRR RERFZAE 4azE
Furniture
HKPC Leasehold and
Building improvements equipment Total
BT T BT T BT T BEETIT
HK$'000 HK$’000 HK$’000 HK$’'000
R{E : Cost:
me016F4H1H At 1 April 2016 267,784 50,566 190,108 508,458
NE Additions - 11,330 16,961 28,291
HeE Disposals - (1,935) (3,149) (5,084)
201783 H31H At 31 March 2017 267,784 59,961 203,920 531,665
LT E - Accumulated depreciation:
m2016F4H1H At 1 April 2016 137,743 32,227 140,365 310,335
FEE Charge for the year 5,344 6,404 17,885 29,633
ek Written back on disposals = (1,738) (3,137) (4,875)
201793 H31H At 31 March 2017 143,087 36,893 155,113 335,093
BREHE - Net book value:
R20179F3H31H At 31 March 2017 124,697 23,068 48,807 196,572
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BEERE 5. INTANGIBLE ASSETS
20183 H31H 31 March 2018
£68 YENR
The Group The Council
BETT BETT
HK$'000 HK$'000
R{E : Cost:
R2017F4H1H At 1 April 2017 45,726 45,629
NE Additions 5,838 5,838
HE Disposals (9,135) (9,135)
hE Exchange adjustments 11 =
201843 H31H At 31 March 2018 42,440 42,332
RS - Accumulated amortisation:
MR2017%4H1H At 1 April 2017 38,580 38,541
FEEH Amortisation for the year 4,466 4,445
L EEE Written back on disposals (9,135) (9,135)
HE R Exchange adjustments D -
M2018F3H31H At 31 March 2018 33,916 33,851
BRTESHE ¢ Net book value:
R2018%F3H31H At 31 March 2018 8,524 8,481
2017%3H31H 31 March 2017
£H EENR
The Group The Council
PR T T PR T IT
HK$'000 HK$'000
R{&E : Cost:
20164 H1H At 1 April 2016 41,268 41,126
INE Additions 4,516 4,503
e Disposals (49) _
BMERE Exchange adjustments 9) -
MR20179F3H31H At 31 March 2017 45,726 45,629
RETHEESE - Accumulated amortisation:
R2016F481H At 1 April 2016 31,235 31,178
F [Z B 5 Amortisation for the year 7,383 7,363
HEEE Written back on disposals (34) -
BMEFE Exchange adjustments (4) -
R2017F3H31H At 31 March 2017 38,580 38,541
BRTEFE : Net book value:
20173 H31H At 31 March 2017 7,146 7,088

B EEGEEMEM -

Intangible assets comprise computer software.
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6.

RSB R TRE

6. INVESTMENTS IN SUBSIDIARIES

£EHRF

The Council
2018 2017
BET PR T T
HK$'000 HK$'000

JEETRRG  RAAAERE Unlisted shares, at cost:

MG Subsidiaries 20,010 20,010
B OREEE Less: impairment loss (1,288) (1,288)
M3H31H At 31 March 18,722 18,722

KENRMBARBERRERROFE
FE TSRS MRt o T AR EE -

N b

Particulars of the Council's subsidiaries as at the end of the reporting period are

disclosed in note 1 to the financial statements.

7. INTEREST IN AN ASSOCIATE

%
The Group

2018 2017

BET T BEETIT

HK$'000 HK$'000

R EE Share of net assets 1,553 1,645

WA AREAREHROFEEOT -

Particulars of the associate as at the end of the reporting period are as follows:

HME A Al
AR K EETR BEH
=y B B HMEEAR FrERELLL = FEE
Proportion
Place of Particulars of  of ownership
incorporation issued and interest held by Principal
Name and operations paid up capital a subsidiary activity
EERNBEES H ABR¥E3,000,0007T 40% TS
fRER AR AT
Chongging — Hong Kong PRC RMB3,000,000 Inactive
Productivity Promotion Center Company Limited*
# REBEB KGRI B H ATk 2ok 2B A ¥ Not audited by Ernst & Young, Hong Kong or another member firm of the Ernst &

B E MR B ATETTRAT

Young global network
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INTEREST IN AN ASSOCIATE (continued)

Summarised financial information of the associate:

BE =K w2 ON Y2z
Assets Liabilities Equity Revenue Profit
BETT BETT BETT BETT BT T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
20184 2018
100% 100 per cent 3,938 (53) 3,885 - 20
SEERER Group’s effective interest 1,675 (22) 1,553 - 8
20175 2017
100% 100 per cent 3,912 (49) 3,863 - 83
SEERER Group’s effective interest 1,665 (20) 1,545 - 88

BMENRMBEREANVBRFEEFLER A
12A318 © B #1HA18 =3A31H
M ZE QR EAREEK B AR ZET
BEEMNEAR

FEWRERTR ~ FAIR

RIERIEE 8.

The financial statements of the associate have a financial year end date of 31
December and there is no material transaction between the associate and the
group companies between 1 January and 31 March.

ACCOUNTS RECEIVABLE, PREPAYMENTS AND
DEPOSITS

£5 $ENR

The Group The Council
2018 2017 2018 2017
BT BT BET BT
HK$'000 HK$'000 HK$'000 HK$'000
FE U AR R Accounts receivable 52,568 49,655 52,479 49,225
TEfT IR Prepayments 14,006 9,201 13,449 9,201
12 & FNE b & Y zk 18 Deposits and other receivables 2,533 2,233 2,159 1,748
69,107 61,089 68,087 60,174
B Impairment - (40) _ (40)
mE Current 69,107 61,049 68,087 60,134
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8. MEWERM - FEIFIENIZE @ 8. ACCOUNTS RECEIVABLE, PREPAYMENTS AND
DEPOS'TS (continued)
(a) FEWRFURE (@) Impairment of accounts receivable
FHEEUWRFGHRAREEE SN Z G The movements in the allowance for impairment of accounts receivable are as
WA - follows:
SEREENR
The Group and the Council
2018 2017
BETT BT T
HK$'000 HK$'000
»4A1RH At 1 April 40 136
&2 (o] Reversal (40) (96)
M3H31H At 31 March - 40
RETHRE 2 ERRERKEREEZESE The individually impaired receivables covered in the allowance account mainly
REHREKNREEZ 2D - relate to customers with disputes on service delivery.
(b)  ICHER{E AV FEURBR X (b)  Accounts receivable that are not impaired

EHRERNEZAHEBES - FHEE
H &) = B e — P B E I R M s
23(a) °

FE{E 5l 2 B B8 M 45 2R 2 IR (B HY FE MR 3K

Accounts receivable is due at the date of billing. Further details on the Group's
credit policy are set out in note 23(a).

The ageing analysis of accounts receivable that are neither individually nor

BRI DATUN T - collectively considered to be impaired is as follows:
&3 XEHRF
The Group The Council
2018 2017 2018 2017
BETT BT BETT BEET T
HK$'000 HK$'000 HK$'000 HK$'000
wmH DR —E A Less than 1 month past due 39,790 40,381 39,701 40,042
wE—= =1 A 1 to 3 months past due 7,458 5,938 7,458 5,938
wEA=EA N E More than 3 months past due 5,320 3,296 5,320 3,205
52,568 49,615 52,479 49,185

180 B 7R Wi 10118 3 DR O FE MR B SR B T
SHRARMEELENBYIESPAR - 1R
BUAGEKER AR EEERYEERE
B MAERERARZSERKDIT 2K
Bl A EREERELERZRXFEHR
AHERERER °

Receivables that were past due but not impaired relate to a number of
independent customers that have a good track record with the Group. Based on
past experience, management believes that no impairment allowance is necessary
in respect of these balances as there has not been a significant change in credit
quality and the balances are still considered fully recoverable.
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9. BE - MITERKREHENR 9. CASH, BANK BALANCES AND FIXED DEPOSITS
- EENF
The Group The Council
2018 2017 2018 2017
BT BT T BT T BT T
HK$'000 HK$'000 HK$'000 HK$'000
=@ A% EK Fixed deposits with maturity
TEHTERK Over 3 months at acquisition 93,425 77,027 86,545 70,901
RITERIIER Cash at bank and on hand 251,299 233,417 235,149 225,861
BB AKARA Cash, bank balances and
BRe -~ |RITHER fixed deposits
X HATF AR KR in the statement of
financial positions 344,724 310,444 321,694 296,762
XREE Restricted cash (133,623) (150,407) (133,623) (150,407)
=1 A & 2 Bl ey Fixed deposits with maturity
TEHER over 3 months at acquisition (93,425) (77,027) (86,545) (70,901)
HEERERERAN Cash and cash equivalents in
RehIRESEEDY the consolidated statement of
cash flows 117,676 83,010 101,526 75,454

MR2018F3A31H EE N BMEEHN
$R 1717 P #9138,623,0007T (20174 :
150,407,0007T) FHRETFIE B #R17 R
FPEHERARBEBNE 2T EIEEMNIE
B o T8 B SEAkEkIE B R A8 LB - R
FEARIESRIEE RITRPEEF S —6f
REBIRAT ©

MR2018F3A31H © £ B K iR 17 7 &K
BREGERER WER 1T KRB B
20,867,0007T (20174 : 13,539,000
TL) R EGFRMERFEZ P RARFE
BRI SNE BRI FEREEE ©

Cash at bank of the Council and the Group as at 31 March 2018 of
HK$133,623,000 (2017: HK$150,407,000) is placed in separate project bank
accounts and restricted for the purpose of projects governed by respective
Government funding schemes. Any unspent funding, together with the interest
income generated in project bank accounts, is returned to the Government upon
completion of the project or termination of the project agreement.

Cash at bank of the Group as at 31 March 2018 includes HK$20,867,000 (2017:
HK$13,539,000) placed with banks in the PRC, the remittance of which is subject
to relevant rules and regulations of foreign exchange control promulgated by the
PRC government.
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10.

11.

e ERAA N BRI E H

10. ACCOUNTS PAYABLE AND ACCRUALS

&5 EENR
The Group The Council

2018 2017 2018 2017

BETT PR T IT BETT PR T IT

HK$'000 HK$'000 HK$'000 HK$'000

FE TR Trade payables 43,223 45,751 43,219 45,531

IEREUA Deferred income 59,719 49,375 59,719 49,375

TEUER K Receipts in advance 7,226 10,130 6,476 8,110
FREEEE (Mit@) Provision for annual leave

compensation (note (a)) 7,459 10,770 7,459 10,770

FEET B FA % H fh FE A 3R Accruals and other payables 129,051 113,691 122,814 112,449

246,678 229,717 239,687 226,235

PrA M RA LB BRBYERR —FR

BiE -

All of the accounts payable and accruals are expected to be settled within one

year.
FR\ERE (a) Provision for annual leave compensation
SEMEELR

The Group and the Council
2018 2017
BETT PR T IT
HK$'000 HK$'000
»4A1H At 1 April 10,770 15,603
B o Reversal of provision made (2,442) (8,137)
BB ARG Provision utilised (869) (1,696)
M3H31H At 31 March 7,459 10,770

RBFB(RRBIEND) FHE - REWH—
FHREREAZAELLRFR (BREH
BEARRBY)  AZRERFRAREX
—ABFANEER T o WERES B
B HOUEEERMEES - ARIRERER
BEREANFRETMEENRES TR -
FRAEERBREAREERSHRARE
RERIOREMAT IR °

FES B AR IER W
S~ B FRIA

AR 0 8 R I R A B A )
FEARER  ABE - TRERMEED
DA R BB o

11.

Under Chapter 4 of the Hong Kong Employment Ordinance, staff members who
have completed a full year of services are entitled to take at least seven days of
leave (including Sundays and Public Holidays) consecutively within one calendar
year. Any staff member who leaves his or her employment is entitled to annual
leave compensation. She/he is entitled to receive in cash the annual leave pay
earned but not utilised. Provision is made for the employees' untaken annual
leave balances at the end of the reporting period.

AMOUNT DUE TO AN ASSOCIATE AND AMOUNTS
DUE FROM/TO SUBSIDIARIES

Amount due to an associate and amounts due from/to subsidiaries are
unsecured, non-interest bearing, repayable on demand and denominated in Hong
Kong Dollar.
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HmES 12. TOTAL FUNDS
- EENR
The Group The Council
2018 2017 2018 2017
BETT AT T BETT PR T T
HK$'000 HK$'000 HK$'000 HK$'000
EXREE (MiE@) Capital subvention fund
(note (a)) 132,718 147,367 132,718 147,367
WA E B A (MiEEb) Revenue reserve (note (b)) 260,643 196,476 255,862 193,951
393,361 343,843 388,580 341,318
BmEFE (WHiEe) Exchange reserve (note c)) 2,471 1,672
395,832 345,515
e PR I R A 2 (Mﬁi(d)) Non-controlling interests
(note (d)) 1,679 1,368
397,511 346,883
EXENE (@) Capital subvention fund
EEMEENR
The Group and the Council
2018 2017
BETIT BT T
HK$'000 HK$'000
R4aA1H At 1 April 147,367 166,691
AW ERE Transfer to income and expenditure account (14,649) (19,324)
M3 A31H At 31 March 132,718 147,367
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12. BEE @ 12. TOTAL FUNDS (continued)
(b) WAfEME (o) Revenue reserve
=B £ENR
The Group The Council
2018 2017 2018 2017
BETT BT T BETT BT T
HK$'000 HK$'000 HK$'000 HK$'000
R4A1H At 1 April 196,476 153,924 193,951 149,586
EEHRZERE Transfer from income and
expenditure account 64,167 42,552 61,911 44,365
260,643 196,476 255,862 193,951
WAREBERATCHBEEREENRHR This reserve was created for the purpose of recording the Group's and the
&R (E518) MRz e Council's accumulated surplus/(deficit).
(c) HBERME (c) Exchange reserve
3]
The Group
2018 2017
BETT BT T
HK$'000 HK$'000
m4H18 At 1 April 1,672 2,442
R B TS B IS TRER A Exchange differences on translation of
fEHEZR financial statements of operations in the PRC 1,018 (770)
FRFEHEINEER Reclassification adjustment for a foreign operation
B BAR deregistered during the year (219) =
R3A31H At 31 March 2,471 1,672
HEREBRRRERBIBINERI SRR The exchange reserve comprises all foreign exchange differences arising from the
MEAMNMAEEREZRE  WEIZRRHF translation of the financial statements of operations outside Hong Kong. The
2.5(0)ﬁﬁ$ﬁﬁ'ﬂ@§+ﬂ(%)ﬁf¥ ° reserve is dealt with in accordance with the accounting policies set out in note

2.5(0).
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HEE ) 12. TOTAL FUNDS (continued)
EERBRER (d)  Non-controlling interests
£
The Group
2018 2017

BETT BT T

HK$'000 HK$'000
m4A18 At 1 April 1,368 1,190
FEIERERFEE Share of exchange reserve 156 (78)
FEREMLFE Share of surplus for the year 155 256
R3A31H At 31 March 1,679 1,368
FERNEEER ()  Annual block grant

BRI BT EL A EE /1 B 1E20096 6 A22 H %
IR GITRZHE RS ([B=k]) £8
B - AENBA AR FEERAEEES)
FETE BN S ERBIEARE - T
TR ZREERKETEBEREENR
REBVTBRFEEMSHTEERFEELY
FHH15% ° 2017/2018F E N BT E BN &
FBRETBHAERERTOIPITES
7 8l #7 & B & & & B) 58 516,000,000
7t (2016/20174 [ : 18,100,0007T) °
WRIBRINAFERELE) - 2017/2018
FEMBBEEEEER2073E T
(2016/20174 [ : 2.008f27T) ° £E /J
RERECEATEEAFEMNUTFES
HEATESHETEEER -

2017/2018F K £ E H B W BT & B)
2HRWZEEHBFEBKRAZ K
(2016/20174% % : @ E) °

In accordance with section 8 of the Memorandum of Administrative Arrangement

("MAA") dated 22 June 2009 signed between the Government and the Council,
the Council is allowed to keep any savings from its annual block grant as
reserves. At any one point in time the level of accumulated savings from the
Council's annual block grant shall not exceed 15% of its annual block grant in
the current financial year. The government subvention for the year of 2017/2018
includes the grant from ITF for APAS Division of HK$16.0 million (2016/2017:
HK$18.1 million) which is not classified as annual block grant. The total block
grant of the Council for the year of 2017/2018 was HK$207.3 million (2016/2017:
HK$200.8 million). The annual block grant from the Government in the current
and prior years has been fully expended by the Council in accordance with the
MAA.

The annual block grant of the Council for the year of 2017/18 was entirely
accounted for as Government subvention income in the income and expenditure
account (2016/17: same).
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13. BRFEWA 13. SERVICE INCOME
&8 *EHRF
The Group The Council
2018 2017 2018 2017
BETT BT BETT BEET T
HK$'000 HK$'000 HK$'000 HK$'000
JEA S AR 7 Consultancy 445,461 418,745 441,253 411,768
=3 Training 10,350 11,069 10,350 11,069
BT IRRG Manufacturing support 20,096 18,365 20,096 18,365
HENYRES Publications and advertising 3 1 3 1
REEKERE Exhibitions and study mission 5,769 7,639 5,769 7,638
481,679 455,819 477,471 448,841
14, HAMUKWA 14. OTHER INCOME
£8 *¥EHF
The Group The Council
2018 2017 2018 2017
BETT BT T BETT BEET T
HK$'000 HK$'000 HK$'000 HK$'000
el A Rental income 7,092 6,877 7,092 6,851
B WA Interest income 973 561 859 457
FEIEUA Sundry income 3,133 3,734 2,253 2,704
11,198 11,172 10,204 10,012
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15. STAFF EMOLUMENTS

- EENF
The Group The Council

2018 2017 2018 2017

BT BT T BETT PR T T

HK$'000 HK$'000 HK$'000 HK$'000

b2 SR IETAT) Salaries and variable pay 298,842 307,415 291,411 296,877

A B 2 Gratuities 1,481 3,386 1,481 3,386
BEETIE - BE'ER Overtime, subsistence and

HfhiERG other allowances 14,816 10,513 14,816 10,513
BEXER Staff housing and furniture

REERL allowances - 4,381 = 4,381

B B 28 2Rk Staff education allowances 849 1,168 849 1,168

BEDKA — BT Pension costs — defined

HRETE contribution plans 24,578 25,924 24,578 25,924

EEENEE Medical benefits scheme 8,280 7,639 8,280 7,639

348,846 360,426 341,415 349,888

Br Ealish - B B X 19,647,0007T (2017 In addition to the above, staff costs amounting to HK$9,647,000 (2017:

F :6,593,00000) EFFAEBREE S HK$6,593,000) have been charged to project related expenses of the Group and

BIE 8RR (FiIRE18) ©

the Council (see note 18).

SEAEEPN-Ed) 16. SENIOR MANAGEMENT'S REMUNERATION
R EBAEREMNEEREE N BiRE The aggregate remuneration (salaries, allowances, benefits in kind and provident
RAGFTIER M F N (G ~ 2RL - BEYRE fund contributions) received by the senior management for their services rendered

MMIESHER) BEWT

to the Group and the Council are listed as follows:

EEREENR
The Group and the Council
2018 2017
BT T T T
HK$'000 HK$'000
BEHEE - BE Agnes Mak, Executive Director
(R2017FF10A31 BRIK) (Retired on 31 October 2017) 2,982 4,302
HELY - BE Mohamed Din Butt, Executive Director
(2017812 A18H fF7n) (Appointed on 18 December 2017) 1,138 -
RS - BIAH (BIERER) Lawrence Cheung, Director (Technology Development) 2,903 2,754
ZOIE - Bl (DEEER) Gordon Lo, Director (Business Management) 3,354 3,120
MIEE - BI4BE (R2017F 4 H21BEERE) Tony Lam, Director (Resigned on 21 April 2017)
(e H75) (Corporate Services) 325 3,291

10,702 13,467
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17. SEHREBESEESEKENHFM 17. REMUNERATION OF MEMBERS OF THE COUNCIL

RERN - EENREEREMIEESKE
HEE WA E I B R RTS MR E
A (20174F : &)

any remuneration for their services rendered to the Council (2017: Nil).

During the year, the Chairman and other members of the Council did not receive

18. Hthx i 18. OTHER EXPENSES
£H £ENR
The Group The Council
2018 2017 2018 2017
BETT BT T BETT BT T
HK$'000 HK$'000 HK$'000 HK$'000
— MR RITH X General and administrative

expenses 38,255 38,760 34,603 34,324
18 B fERA = B Project related expenses 221,030 204,018 229,805 210,577

HEME - BEM Loss on disposal of property,
RIEEE plant and equipment 96 243 96 185

HEREEERBRE Loss on disposal of intangible
assets - 5 - -
e Depreciation 36,531 30,003 36,309 29,633
B iH Amortisation 4,466 7,383 4,445 7,363
HMTE ST Sundry expenses 17,034 21,143 17,034 20,750
317,412 301,555 322,292 302,832
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19. INCOME TAX
(@)

Income tax in the consolidated income and expenditure account

represents:
3]
The Group
2018 2017
BT BET T
HK$'000 HK$'000
NER — BB AINE E T IE Current — outside Hong Kong Provision for the year 248 467

HREENREREBREEE (R IF
) EBTIRER R BMM BT EHIR - Btk
BEBRBANEH

HREEDRNBEEHNBARARER
201843 A31 B 1201743531 H IFH4F
ERERRRAF - B EELBEBFE
T2 o

HEENRNTBEMBATNMREEEDZ
—t+H-

B HERAS T RBRUE RS RME
HEYH AR

(b)

The Council is not subject to Hong Kong profits tax as the Council has been

granted exemption from all Hong Kong taxes by the Inland Revenue Department

under Section 87 of the Inland Revenue Ordinance.

No provision for Hong Kong profits tax for the Council's Hong Kong subsidiaries
has been made as they did not have assessable profit during the years ended 31

March 2018 and 2017.

Taxation for the Council's Mainland subsidiaries is charged at 25%.

Reconciliation between tax expense and accounting surplus at
applicable tax rates:

The Group

2018 2017

BETT PEHE T IT

HK$'000 HK$'000

B 75 A 22 Surplus before taxation 49,921 23,951

LA RLEE B[R E A Notional tax on surplus/(deficit) before taxation,

REFERT AR calculated at rates applicable to surplus/deficit

(E518) MBETIE in the jurisdictions concerned 8,317 3,874

BERRRA BT IE R 2 Tax effect of non-taxable income (115,548) (111,880)

AR e FiE R & Tax effect of non-deductible expenses 107,498 108,309

RIERFNAF B IEES 18 AT TE s & Tax effect of unused tax losses not recognised 3 398

EFRAEFEREBENTRESE Tax effect of prior years' tax losses utilised (22) (234)

BERRIES Actual tax expense 248 467
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19 Fﬁ *R &) 19. |NCOME TAX (continued)
(c) HEMKARRRENBEEZS (c) Movement in tax payable in the consolidated statement of
financial position:
-
The Group
2018 2017
BETT BEETIT
HK$'000 HK$'000
R4A1H At 1 April 179 142
FERIE Provision for the year 248 467
2Ry B EFTSH PRC corporate income tax paid (120) (430)
R3A31H At 31 March 307 179
(d EEHREEEHEE (d) Deferred tax assets and liabilities:

EREHR  SEFEEEEENTIEE
849 /5489,0007T (20174 : 483,0007T)
AERBAERNZELRBENNEA
AR RRERGFE - EEERAE AR
REEHETE R B T HA SR FE R F) Al it
?ﬂm‘)ﬁ%féﬁé Ffr AR &1 ¥ 5% Ft JE s 18 T
RIEEHIBEE ©

EREHRR  EEVEBPRHAEELED
i 8 &5 48 (20174F : 1,625,0007T) A] A
REBEIARKERTAE - ESERFERT
HY o A iE LS B E AN A THEE AR K
M%T'fo’ﬁm’fﬁ’ﬂﬁ%“ﬁ Fﬁlf\/\%—ti@fg@ﬁz profit streams.
RETHZ B EGBEREEHIBEEE -

W ERERRIBSEENRBATET ¢

profits will be available against which the tax losses can be utilised.

At the end of the reporting period, the Group had tax losses arising in Hong Kong
of approximately HK$489,000 (2017: HK$483,000) that are available indefinitely
for offsetting against future taxable profits of a subsidiary in which the losses
arose. Deferred tax assets have not been recognised in respect of tax losses as,
in the opinion of the management, it is uncertain whether sufficient future taxable

At the end of the reporting period, no tax loss was arisen in Mainland China
(2017: HK$1,625,000) that will expire in five years for offsetting against future
taxable profits. Deferred tax assets were not recognised in respect of these losses
in the prior years as they arose in subsidiaries with uncertain future operating

These amounts of unrecognised tax losses are analysed as follows:

5

The Group
2018 2017
BETT BT T
HK$'000 HK$'000
RAEEIEA No expiry date 489 483
20184 %I Hf Expiring in 2018 = =
20194 ZI| 7 Expiring in 2019 - 86
2020%F B 5 Expiring in 2020 - -
20214 ZI| 47 Expiring in 2021 - 1,539
20224 EI| 4 Expiring in 2022 = =
489 2,108

S£E 1201853431 B 201743 A31R
YEATHERNECELCHERR

The Group has no material deferred tax liabilities requiring recognition as at 31
March 2018 and 2017.
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20. DEREGISTRATION OF A SUBSIDIARY

On 14 March 2017, the Council resolved to deregister Productivity (Guangzhou)
Consulting Co. Ltd., a wholly-owned subsidiary of the Council. Productivity
(Guangzhou) Consulting Co. Ltd. had remained dormant and deregistration was
completed in December 2017.

2018
BETT
HK$'000

BB RARAFEE Net assets of the deregistered subsidiary included:
e RIETER Cash and bank balances 2,017
ﬁﬁﬂﬁgﬁ,ﬁﬁxﬁ Other payables (178)
EEEREMIRE MFITER Cash and bank balances retained by the Group 1,839

I
fEBE A ERBA

R2018F3A31H ' EEBRIETAIEUHA
CEHERNRREMNNRERAELEN

21.
(@)

COMMITMENTS
As lessee of operating leases

At 31 March 2018, the Group had future aggregate minimum lease payments
under non-cancellable operating leases as follows:

™
The Group

2018 2017
BETR PR T IT
HK$'000 HK$'000

b R EEEY) Land and buildings
F1FER Within 1 year 1,700 1,079
FoEEFN After 1 year but within 5 years 2,209 233
3,909 1,312

AEE  REEKRRETRERSL
R ZEY M HEE & A &1,220,0007T

(20174 : 1,888,0007T) °

BLHE-RONFAHR—Z=RF XHEA

RERBES - ERMAAGK

R B

E e REHEEHTESHAHEE

MA2018%F3H31H @ EARRGEE
BMERABENESRENT :

During the year, HK$1,220,000 (2017: HK$1,888,000) was recognised as an
expenditure in the consolidated income and expenditure account in respect of
leasing of land and buildings.

The leases typically run for an initial period of one to five years, with an option
to renew the lease when all terms are renegotiated. None of the leases includes
contingent rentals.

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

SEREEHR
The Group and the Council
2018 2017
BT BT T
HK$'000 HK$'000
B4 Contracted for 10,678 22,415
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22. RERETHWERMIEA

%Z:#E%,HHEKE C BEAIE R T AMRE

22.
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FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial instruments as at the

ST : end of the reporting period are as follows:
ETREE Financial assets
£68 XENR
BRI EWERT B R% FE U ER X
The Group The Council
Loans and receivables Loans and receivables
2018 2017 2018 2017
BETT BT T BETIT BETTT
HK$’000 HK$’000 HK$’000 HK$’000
BIRE AR - Financial assets included
FEFFRIE & in accounts receivable,
BeMEemEE prepayments and deposits
(Fi3Es) (note 8) 55,101 51,848 54,638 50,933
& BIEZRK Cash, bank balances, and
EHFER (Md5E9) fixed deposits (note 9) 344,724 310,444 321,694 296,762
I NGRS Amounts due from subsidiaries - = 1,394 930
399,825 362,292 377,726 348,625
ctRas Financial liabilities
%8 EENR
DU SR AT 28 ABE SRR AT E/
EMasE cMaE
The Group The Council
Financial liabilities at Financial liabilities at
amortised cost amortised cost
2018 2017 2018 2017
BETT BT BETIT BT T
HK$’000 HK$’000 HK$’000 HK$’000
BREERMNERERR Financial liabilities included
FEErE AR in accounts payable and
TRBE (Izﬁ%o) accruals (note 10) 172,274 159,442 166,033 157,980
FEH’H%M”\ IE Amounts due to an associate 811 733 = =
FERHTBA Amounts due to subsidiaries = = 10,887 12,655
173,085 160,175 176,920 170,635
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AEENREFHRERFEEFANSH
W - HEME - SREBRARNEE
REBER - ERERIFHEETR - A%
ETEMLSSREBEREEAETER
(G

HE2018FE3A3IB IEFE £EEAK
= Y e U BR ZR 405 78 U BR ZX 42 %8 M933%
(20174 : 24%) °

BENEEREEEEREER
HENN - FIRKHIFES °

BEE—

REES R
SENBREETHERRDESF R -
BREFREENRDHE  BHE 'JHHE
MUERAEAIEREMEERT -

FTESEEREENBHNSEEER2018
¢3ﬂ31 B F1201743 531 H #) iR & &
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FINANCIAL RISK MANAGEMENT AND FAIR VALUES

Exposure to credit, liquidity, interest rate and currency risks arises in the normal
course of the Group's business. The Group's exposure to these risks and the
financial risk management policies and practices used by the Group to manage
these risks are described below.

Credit risk

The Group's credit risk is primarily attributable to accounts receivable.
Management has a credit policy in place and exposure to these credit risks are
monitored on an ongoing basis.

Cash is deposited with financial institutions with sound credit ratings and the
Group has exposure limit to any single financial institution. Given their high credit
ratings, the Group does not expect any of these financial institutions will fail to
meet their obligations.

As at year ended 31 March 2018, 33% (2017: 24%) of the total accounts
receivable was due from the Group's five largest customers.

Further quantitative disclosures in respect of the Group's exposure to credit risk
arising from accounts receivable are set out in note 8.

Liquidity risk
The Group's policy is to regularly monitor its liquidity requirements to ensure that

it maintains sufficient reserves of cash to satisfy its contractual and reasonably
foreseeable obligations as they fall due.

All financial liabilities of the Group and the Council are carried at amounts not
materially different from their contractual undiscounted cash flows as at 31 March
2018 and 2017. The earliest date the Group and the Council are required to settle
these liabilities is within one year or payable on demand.

Interest rate risk

The Council considers that there is no significant exposure to interest rate risk.

Currency risk

The Council considers that there is no significant exposure to currency risk.

Capital management

The Group defines "capital" as including all components of total funds. Trading
balances that arise as a result of trading transactions with other group companies
are not regarded by the Group as capital.

The Group's primary objectives when managing capital are to safeguard the
Group's ability to continue as a going concern and to enable the Group to meet
its liabilities as they fall due for the foreseeable future.

The Group's capital structure is regularly reviewed and managed with due regard
to the capital management practices of the Group. Neither the Council nor its
subsidiaries are subject to externally imposed capital requirement in the current
and prior years.
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24. IR XS 24. RELATED PARTY TRANSACTIONS

BRI IRE S B BB S REHIN In addition to the transactions and balances disclosed elsewhere in these financial

SEGEREABETUTABARS statements, the Group entered into the following related party transactions during

the year:

EENRMNEEEKERABNITREE Council Membership of the Council is appointed by Chief Executive of the

ZE - HRBNAIEAENREEERY Government. The Government has significant influence over the Council and

27 BULEENREBN ZEHNR S transactions between the Council and the Government are considered to

REBB RS WHRAKREBE RN H be related party transactions and are identified separately in these financial

ToFRN  EENREEBRNREENR statements. During the year, the Council had the following related party

BEegkEETNI@AHIRS : transactions with the Government and Council Members:

2018 2017
BETT BT
HK$'000 HK$'000
WERER S E B - AR ¢ Receipt of government subvention used for
KRR B recurrent activities 223,294 218,908

R EBFHRIEEA (FisEa) Service income from the Government (note a) 93,471 88,524

REBRMFEREEMBA (Msb) Income from government funding schemes (note b) 57,880 51,372

REEAENRESS Income from entities related to members of

X B B B Ry ) U A the Council - 645

REBEENRESES Purchase from entities related to members of

B B B R S the Council 1,450 964

PR EE - Notes:

(a) REBFARREBAE S RIREERE - & (a) The service income from the Government relates to projects in environmental management,
RER - BB  EBEEEEE @ it technology development, information technology, business management, etc., which are
LHEEYBERBEFN - HBEBETREK obtained either by a competitive process or through partnership agreements with various
FFEPFIR] S B ez M ERAS -+ i 48 B8 A9 Uk government departments, and the income is charged in accordance with the terms of the
AR BB 1 ok (G SR U A o agreements.

(b) REBRFE a8 MBRAERAIEE @ it (b) The income from government funding schemes relates to projects in research and
FI18HHEBHRE S NS - mAER A development which are obtained by a competitive process and the income is charged in
N8 A SN G accordance with the terms of the agreements.

+ B
25. BAREERFTAVHLE 25. APPROVAL OF THE FINANCIAL STATEMENTS

KRBTSRI A AEE 1 BR2018%F7 A25H
2N FF A B o

The financial statements were approved and authorised for issue by the Council
on 25 July 2018.
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