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

We have audited the consolidated financial statements of Hong
Kong Productivity Council (the “Council”) and its subsidiaries
(together the “Group”) set out on pages 4 to 52, which comprise
the consolidated and the Council’s balance sheets as at 31 March
2016, 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 a summary of significant accounting policies and other
explanatory information.

Council Members’ Responsibility for the
Consolidated Financial Statements

The Council Members are responsible for the preparation of
consolidated financial statements that give a true and fair view

in accordance with Hong Kong Financial Reporting Standards
issued by the Hong Kong Institute of Certified Public Accountants,
and for such internal control as the Council Members determine
is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due
to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
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.

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements
are free from material misstatement.
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Independent Auditor’s Report

Auditor’s responsibility (continued)

An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the consolidated
financial statements. The procedures selected depend on the
auditor’s judgement, including the assessment of the risks of
material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s
preparation of consolidated financial statements that give a

true and fair view in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting
estimates made by the Council Members, as well as evaluating
the overall presentation of the consolidated financial statements.

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

Opinion

In our opinion, the consolidated financial statements give a
true and fair view of the financial positions of the Group and
the Council as at 31 March 2016, and of the Group’s 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.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 27 July 2016
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Consolidated Balance Sheet

7201653 A31Has at 31 March 2016
(LAS® A AT Expressed in Hong Kong dollars)

M
Note 2016 2015
ERBEE Non-current assets
EEBE Fixed assets 4 $199,212,611 $196,252,828
EREE Intangible assets 5 10,032,768 11,549,265
RIEIZEHI 2 E A A Investment in a non-controlled
& wholly-owned entity 6 - 10,000
B2 N BlRE RS Interest in an associate 7 1,512,350 1,514,930
b Deposits 8 - 4,463,335
210,757,729 213,790,358
MENEE Current assets
fEUsBESR - FERTFEIE  Accounts receivable, prepayments
Riz® and deposits 8 $60,151,964 $55,622,700
RITER KBS Cash at bank and on hand 9 290,961,515 264,945,175
351,113,479 320,567,875
,MEJEF Current liabilities
J‘éﬁﬁﬁmﬁrﬁ“ﬁﬁﬁﬁ Accounts payable and accruals 10 $236,702,456  $211,946,106
JE B & N B FIB Amount due to an associate 11 779,593 812,536
FESFIE Current taxation 20(c) 141,638 137,410
237,623,687 212,896,052
/m,EbﬁE;¥E Net current assets $113,489,792 $107,671,823
BEE NET ASSETS $324,247,521 $321,462,181
EENREMRESR Capital subvention fund and reserves
BB RHEE attributable to the Council $323,057,163 $320,372,049
FERBRRER Non-controlling interests 12(d) 1,190,358 1,090,132
HmES TOTAL FUNDS 12 $324,247,521 $321,462,181

HAENBIBEEKER2016F7 A27 BRI 3L -

Approved and authorised for issue by the Council Members on 27 July 2016.

) E&)E Patrick Wong Chi Kwong
) EZEEMKE Council Member

) fR#&58 Victor Ng Chi Keung
) BJE /% Deputy Chairman

FNEF2ANMEB AN BRI —EH -

The notes on pages 11 to 52 form an integral part of these financial statements.

£ZENR HKPC
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Balance Sheet

20163 A31Hat 31 March 2016

(LA™ A BN Expressed in Hong Kong dollars)

M
Note 2016 2015
ERBEE Non-current assets
EEEE Fixed assets 4 $198,123,310 $195,803,947
ELEE Intangible assets 5 9,948,194 11,515,701
RIEEH2E AT KR Investments in a non-controlled
I ENGILEE S S = wholly-owned entity and subsidiaries 6 18,722,000 18,732,000
b Deposits 8 - 4,463,335
$226,793,504 $230,514,983
MENEE Current assets
FEUBE SR - TEfI3IE  Accounts receivable, prepayments
Riz® and deposits 8 $58,674,809 $52,927,510
JE UK BT BB X B FR I8 Amounts due from subsidiaries 11 450,046 727,993
wTFREES Cash at bank and on hand 9 272,691,363 249,354,672
$331,816,218 $303,010,175
=R Current liabilities
FER BRI N EETE R Accounts payable and accruals 10 $230,496,222 $205,498,997
FES3EIZ4|2 & AT Amounts due to a non-controlled
A NG wholly-owned entity and subsidiaries 11 11,836,477 13,018,576
$242,332,699 $218,517,573
REBEEFE Net current assets $89,483,519 $84,492 602
BEE NET ASSETS $316,277,023 $315,007,585
BES TOTAL FUNDS 12 $316,277,023 $315,007,585

HAENBIBEEKER2016F7 A27 B A3 E -

Approved and authorised for issue by the Council Members on 27 July 2016.

FIMEF2ANMEBAMBRKRN—EL

The notes on pages 11 to 52 form an integral part of these financial statements.

=&Y Patrick Wong Chi Kwong

IBEERE Council Member

{E75358 Victor Ng Chi Keung
B|Z= & Deputy Chairman

3R Annual Report 2015-16



o) FREWERE
Consolidated Income and Expenditure Account

#HZE2016%3 A31H I FEfor the year ended 31 March 2016
(LAS® A AT Expressed in Hong Kong dollars)

hr=2
Note 2016 2015
WA Income
KEMEEINETEB) Government subvention for recurrent
activities 13 $214,512,811 $206,554,676
AR 7% U A Service income 14 437,111,440 399,795,215
H AW A Other income 15 7,924,967 10,732,642
FE(REEE A FFE Share of profit of an associate 7 59,824 =
$659,609,042 $617,082,533
T Expenditure
BE#HE Staff emoluments 16 (357,225,762) (343,504,002)
B H Other expenses 19 (299,153,266)  (269,024,460)
FE(RE & N RS E Share of loss of an associate 7 - (1,489)
$3,230,014 $4,552,582
FriSHt Income tax 20(a) (436,909) (955,147)
2,793,105 3,597,435
WERNEBEE A Transfer from capital subvention fund 12(a) 24,901,800 32,682,611
FRER Surplus for the year $27,694,905 $36,280,046
BEBR Attributable to:
—XENR — The Council 12(b) $27,548,101 $35,969,380
— FEIEAR AR R A = — Non-controlling interests 12(d) 146,804 310,666
$27,694,905 $36,280,046

FEF2ENMEBAMBEHRRH—FD -
The notes on pages 11 to 52 form an integral part of these financial statements.
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Consolidated Statement of Comprehensive Income

#HZ=2016%F3 A31H ILFEfor the year ended 31 March 2016
(LA/B ™ A BRI Expressed in Hong Kong dollars)

2016 2015

FRNE Surplus for the year $27,694,905 $36,280,046
FREMZEKR Other comprehensive income for the year
AHAHEZEFHRES Item that may be reclassified

WXEEWIER subsequently to income and

expenditure account

ME R E AR LR Exchange differences on translation of

(TR ) #5BRBE/H financial statements of operations in the

EHE=R People’s Republic of China (“PRC") (7,765) (259,603)
FREHMKEEE Total comprehensive income for the year $27,687,140 $36,020,443
RE : Attributable to:
—4XENB — The Council $27,586,914 $35,715,108
— FEIEAR AR R A 5 - Non-controlling interests 100,226 305,335
FREEmKE Total comprehensive income for the year $27,687,140 $36,020,443

FNEF2ANMEBAN B REN—ES -

The notes on pages 11 to 52 form an integral part of these financial statements.

3R Annual Report 2015-16
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Statement of Comprehensive Income

#HZE2016%3 A31H I FEfor the year ended 31 March 2016
(LAS® A AT Expressed in Hong Kong dollars)

M
Note 2016 2015
ON Income
KEMEEINETEB) Government subvention for recurrent
activities 13 $214,512,811 $206,554,676
AR AU A Service income 14 414,319,847 385,437,933
HAn g A Other income 15 6,207,587 9,454 646
$635,040,245 $601,447,255
T H Expenditure
B E&EHE Staff emoluments 16 (353,772,873)  (341,064,705)
HiaH Other expenses 19 (279,997,934)  (258,645,956)
1,269,438 1,736,594
HEXREHSHA Transfer from capital subvention fund 12(a) 24,901,800 32,682,611
FRE&HKZMEWE  Surplus and total comprehensive
income for the year $26,171,238 $34,419,205

FNEFES2AENMEB AR BRKRN—#H -
The notes on pages 11 to 52 form an integral part of these financial statements.

£E R HKPC
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Consolidated Statement of Changes in Funds

#HZ=2016%F3 A31H ILFEfor the year ended 31 March 2016
(LA/B ™ A BRI Expressed in Hong Kong dollars)

FEREENR
Attributable to the Council
FER
EXEME WA Rk
Capital BBkt BERE Non- s
s subvention Revenue  Exchange @%  controlling Total
N fund reserve reserve Total interests funds
201454 A1 B AR Balance at 1 April 2014 $233,032,894  $81,649,367  $2,657,291 §$317,339,552  §1,617,517 $318,957,069
FRRH Surplus for the year - 35,969,380 - 35,969,380 310,666 36,280,046
EREMEERE Other comprehensive
income - - (254,272) (254,272) (5,331) (259,603)
FR2EREEE Total comprehensive
income - 35,969,380 (254,272) 35,715,108 305,335 36,020,443
HERBAR Deregistration of
a subsidiary - - - - (832,720) (832,720)
EXEREE Movement in capital
subvention fund 12(a)  (32,682,611) - - (32,682,611) - (32,682,611)
&1 Transfer (7,946,280) 7,946,280 - - - -
(40,628,891) 7,946,280 - (32,682,611) (832,720)  (33,515,331)
201563 F31H 4R  Balance at 31 March 2015 $192,404,003 §$125,565,027  $2,403,019 $320,372,049  §1,090,132 $321,462,181
BEREENR
Attributable to the Council
FER
Nk KA RRER
Capital EBRE RERE Non- Eo85
Mzt subvention Revenue  Exchange B%  controlling Total
Note fund reserve reserve Total interests funds
20155410 #%#&  Balance at 1 April 2015 $192,404,003 $125,565,027  $2,403,019 $320,372,049  $1,090,132 $321,462,181
FARH Surplus for the year - 27,548,101 - 27,548,101 146,804 27,694,905
FREMEENE Other comprehensive
income - - 38,813 38,813 (46,578) (7,765)
FR2ERGEE Total comprehensive
income - 27,548,101 38,813 27,586,914 100,226 27,687,140
Movement in capital
subvention fund 12(a)  (24,901,800) - - (24,901,800) - (24,901,800
&Y Transfer (811,453) 811,453 - - - -
(25,713,253) 811,453 - (24,901,800) - (24,901,800
20165383104 ¢E: Balance at 31 March 2016 $166,690,750 $153,924,581  $2,441,832 $323,057,163  $1,190,358 $324,247,521

FIER2ANMEB AR BERKRN—ED

The notes on pages 11 to 52 form an integral part of these financial statements.
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Consolidated Statement of Cash Flows

#HZE2016%3 A31H I FEfor the year ended 31 March 2016
(LA7B ™ B BT Expressed in Hong Kong dollars)

hr=2
Note 2016 2015
EEEE Operating activities
EER S MAFEE Net cash inflow from operations 21(a) $27,742,308 $25,601,810
ENAREMNEMRBRE  PRC Corporate Income Tax paid (432,681) (986,100)
EEEHNRSR Net cash inflow from operating
FHE activities $27,309,627 $24,615,710
REEE Investing activities
B U F 8 Interest received $1,123,466 $798,043
g =EA N L Increase in fixed deposits with maturity
EHFER over 3 months at acquisition (135,762,626)  (179,120,942)
=@ AL ETEHEFF  Proceeds from matured fixed deposits with
EIBRFTIS SRIE maturity over 3 months at acquisition 117,298,130 184,148,693
HERBTEESHIE Proceeds from disposal of fixed assets 46,460 22,851
YIEEABEEERKIE Payment for the purchase of fixed assets (28,838,824) (32,417,640)
SMBEAEFEENIE Payment for the purchase of intangible
assets (5,962,948) (4,176,793)
BREZHNHEES R Net cash outflow from investing
HEE activities $(52,096,342)  $(30,745,788)
R EEE Financing activity
BB AR Cash settlement to non-controlling
FEVERR AR B M 2 interests for deregistration of
REMNHESEE a subsidiary 21(b) $- $(832,720)
BMETBREN Cash outflow from financing
REeRHE activity $- $(832,720)
RERREEEY Net decrease in cash and
WA FEEE cash equivalents $(24,786,715) $(6,962,798)
RAF1BENEREER Cash and cash equivalents at
HEZEEY 1 April 119,367,616 126,642,724
ERSEHNTE Effect of foreign exchange rate changes 55,188 (312,310)
MR3A3TENERER Cash and cash equivalents at
REZEY 31 March 9 $94,636,089  $119,367,616

FNEF2ENN B AN HRERN—3D ©

The notes on pages 11 to 52 form an integral part of these financial statements.

£ZENR HKPC
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Notes to the Consolidated Financial Statements

1 BEREEDRERIMAR

BEEENRER [£ENR] R—KEA
BEHE  M7TERIBE(EBEE NRE
RIGGI) RIZ - FEHROEMPEEMEE
REME DB NEREIRTSH/EENAE -

EENRREKBERR (&8 WEE
EBRBNBBAEIRRARBEERNE
ERN MRREENEET -

2 FESHBER
(a) B =8

A BEHRERBEB G A GRIMAFR
BERN (BB BHREEL) LRBER A
BERANERCEEVBREELEL) (FEE
FHERD MRE) REBARETRINARTE
R UTEARERABO T EGFTHRM

g o

BEGEAGRN TE T (BEMBREE
) ER - ELERIERBREENRNE
A HEEREMEAHRERRM - BX
FERLEEANEBREENBZHTME
ETNERMSIBRENE IRz ERNS
AHREHERNAGEA W HREAARKR - B
FAE R DI RES

(b) B HREBEEE
HZE2016F3A31B ILEENG AT BRE
WELENBRMKEAR (2H K +6) BB
BAEBEERE A G R -

#HZ=2016%F3 A31H ILFEfor the year ended 31 March 2016
(LA A BRI Expressed in Hong Kong dollars)

1 Status of the Council

The Council is a subvented body corporate established in
1967 under the Hong Kong Productivity Council Ordinance.
Its registered office and principal place of operations is HKPC
Building, 78 Tat Chee Avenue, Kowloon, Hong Kong.

The principal activities of the Council and its subsidiaries
(together referred to as the “Group”) are to promote increased
productivity, and the use of more efficient methods throughout
Hong Kong’s business sectors.

2 Significant accounting policies

(a) Statement of compliance

These consolidated financial statements have been prepared in
accordance with all applicable Hong Kong Financial Reporting
Standards (“HKFRSs”), which collective term includes all
applicable individual Hong Kong Financial Reporting Standards,
Hong Kong Accounting Standards (“HKASs”) and Interpretations
issued by the Hong Kong Institute of Certified Public Accountants
(*HKICPA”) and accounting principles generally accepted in Hong
Kong. A summary of the significant accounting policies adopted
by the Group is set out below.

The HKICPA has issued amendments to certain HKFRSs. These
amendments are first effective or available for early adoption for
the current accounting period of the Group and the Council. Note
3 of the consolidated financial statements provides information
on any changes in accounting policies resulting from initial
application of these developments to the extent that they are
relevant to the Group and the Council for the current accounting
periods reflected in these consolidated financial statements.

(b) Basis of preparation of the financial statements

The consolidated financial statements for the year ended 31
March 2016 comprise the Council and its subsidiaries (see note 6)
and the Group’s interest in an associate.

3R Annual Report 2015-16
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Notes to the Consolidated Financial Statements
HZE201643A31H L& Efor the year ended 31 March 2016

(LA/B#E A 211 Expressed in Hong Kong dollars)

2 TEETEHE (®)
(b) M BHRREREE (40)
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HE B HKPC

2 Significant accounting policies (continued)

(b) Basis of preparation of the financial statements
(continued)

The measurement basis used in the preparation of the
consolidated financial statements is the historical cost basis. The
preparation of the consolidated financial statements in conformity
with HKFRSs requires management to make judgements,
estimates and assumptions that affect the application of

policies and reported amounts of assets, liabilities, income and
expenditure. The estimates and associated assumptions are
based on historical experience and various other factors that are
believed to be reasonable under the circumstances, the results
of which form the basis of making the judgements about carrying
values of assets and liabilities that are not readily apparent from
other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an
ongoing basis.

The critical accounting estimates and judgements are disclosed
in note 26 to the consolidated financial statements.

(c) Subsidiaries and non-controlling interests

Subsidiaries are all entities over which the Group has control.
The Group controls an entity when the Group is exposed to, or
has rights to, variable returns from its involvement with the entity
and has the ability to affect those returns through its power over
the entity. Subsidiaries are consolidated from the date on which
control is transferred to the Group. They are deconsolidated from
the date that control ceases.

Intra-group balances and transactions and any unrealised profits
arising from intra-group transactions are eliminated in full in
preparing the consolidated financial statements. Unrealised
losses resulting from intra-group transactions are eliminated in the
same way as unrealised gains but only to the extent that there is
no evidence of impairment.

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.
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Notes to the Consolidated Financial Statements  \

HZE201643A31H I-F Efor the year ended 31 March 2016
(LA # A BN Expressed in Hong Kong dollars)

2 Significant accounting policies (continued)

(c) Subsidiaries and non-controlling interests
(continued)

Non-controlling interests are presented in the consolidated
balance sheet 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.

When the Group loses control of a subsidiary, it is accounted

for as a disposal of the entire interest in that subsidiary, with

a resulting gain or loss being recognised in the income and
expenditure account. Any interest retained in that former
subsidiary at the date when control is lost is recognised at fair
value and this amount is regarded as the fair value on initial
recognition of a financial asset or, when appropriate, the cost on
initial recognition of an investment in an associate (see note 2(d))
or joint venture.

In the Council’s balance sheet, an investment in a subsidiary is
stated at cost less impairment losses (see note 2(h)).

(d) 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.

3R Annual Report 2015-16
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Notes to the Consolidated Financial Statements
HZE201643A31H L& Efor the year ended 31 March 2016

(LA/B#E A 211 Expressed in Hong Kong dollars)
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2 Significant accounting policies (continued)

(d) Associates (continued)

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
(see note 2(h)). 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.

Unrealised profits and losses resulting from transactions between
the Group and its associates are eliminated to the extent of the
Group’s interest in the investee, except where unrealised losses
provide evidence of an impairment of the asset transferred, in
which case they are recognised immediately in the consolidated
income and expenditure account.

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.
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Notes to the Consolidated Financial Statements

HZE201643A31H I-F Efor the year ended 31 March 2016
(LA # A BN Expressed in Hong Kong dollars)

2 Significant accounting policies (continued)

(e) Fixed assets

Fixed assets are stated at cost less accumulated depreciation
and impairment losses (see note 2(h)).

Depreciation is calculated to write off the cost of items of fixed
assets, less their estimated residual value, if any, using the
straight-line method over their estimated useful lives as follows:

Hong Kong Productivity Council Building

(*HKPC Building”) 50 years
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 fixed assets 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.

(f) Intangible assets

Intangible assets comprise computer software and patents.

(a) 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 balance sheet at cost less accumulated amortisation.

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.
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2 Significant accounting policies (continued)
(f) Intangible assets (continued)

(b) Patents
Separately acquired patents are shown at historical cost.

Patents are not amortised while their useful lives are assessed

to be indefinite. Any conclusion that the useful life of the patents
is indefinite is reviewed annually to determine whether events

and circumstances continue to support the indefinite useful

life assessment for that asset. If they do not, the change in the
useful life assessment from indefinite to finite is accounted for
prospectively from the date of change and in accordance with the
policy for amortisation of patents with finite lives.

(g) 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.

(i) 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. Leases which do
not transfer substantially all the risks and rewards of ownership
to the Group 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.
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Notes to the Consolidated Financial Statements  \

HZE201643A31H I-F Efor the year ended 31 March 2016
(LA # A BN Expressed in Hong Kong dollars)

2 Significant accounting policies (continued)
(g) Leased assets (continued)
(i) 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.

(h) Impairment of assets

(i) Impairment of investments in equity securities and
other receivables

Investments in equity securities and other receivables 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

— asignificant or prolonged decline in the fair value of an
investment in the investee below its cost.
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2 Significant accounting policies (continued)
(h) Impairment of assets (continued)

(i) Impairment of investments in equity securities and
other receivables (continued)

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 (see note
2(d))), the impairment loss is measured by comparing the
recoverable amount of the investment with its carrying
amount in accordance with note 2(h)(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(h)(ii).

- For trade 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.

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.
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Notes to the Consolidated Financial Statements  \

HZE201643A31H I-F Efor the year ended 31 March 2016
(LA # A BN Expressed in Hong Kong dollars)

2 Significant accounting policies (continued)
(h) Impairment of assets (continued)

(i) Impairment of investments in equity securities and
other receivables (continued)

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.

(ii) Impairment of other assets

Internal and external sources of information are reviewed at
the end of each reporting period to identify indications that the
fixed assets 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).

— 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.
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2 Significant accounting policies (continued)
(h) Impairment of assets (continued)

(ii) Impairment of other assets (continued)
—  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.

(i) Service contracts

Service contracts are contracts for the provision of services. The
accounting policy for contract revenue is set out in note 2(p)

(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 balance sheet 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 and presented as “Deferred income” under “Accounts
payable and accruals”.

(j) 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 (see note 2(h)).

(k) Accounts payable and accruals

Accounts payable and accruals are initially recognised at fair
value and subsequently stated at amortised cost.
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Notes to the Consolidated Financial Statements

HZE201643A31H I-F Efor the year ended 31 March 2016
(LA # A BN Expressed in Hong Kong dollars)

2 Significant accounting policies (continued)

() 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.

(m) Employee benefits

(i) 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.

(ii) 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.

(iii) 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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2 Significant accounting policies (continued)

(n) 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.

(o) 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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HZE201643A31H I-F Efor the year ended 31 March 2016
(LA # A BN Expressed in Hong Kong dollars)

2 Significant accounting policies (continued)

(p) 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:

(i) Government subventions

Government subventions for recurrent activities are recognised

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.

(ii) 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.

(iii) Income from provision of services

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

3R Annual Report 2015-16
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2 Significant accounting policies (continued)
(p) Income recognition (continued)

(iv) 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.

(v) Interest income

Interest income is recognised as it accrues using the effective
interest method.

(q) Translation of foreign currencies

Foreign currency transactions during the year are translated at the
foreign exchange rates ruling at the average rate for the period.
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.
Balance sheet 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.
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Notes to the Consolidated Financial Statements

HZE201643A31H I-F Efor the year ended 31 March 2016
(LA # A BN Expressed in Hong Kong dollars)

2 Significant accounting policies (continued)

(r) 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.

(s) Related parties

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

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

(iii) is a member of the key management personnel of the
Group or the Group’s parent.

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

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

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

(iii) Both entities 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).

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

3R Annual Report 2015-16
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(LA/B#E A 211 Expressed in Hong Kong dollars)
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3 Changes in accounting policies

The HKICPA has issued several standards and amendments to
HKFRSs that are first effective for the current accounting period of
the Group and the Council. The following relevant amendments to
HKFRSs were required to be adopted by the Group effective from
1 April 2015:

Annual Improvement Annual Improvements to HKFRS

Project 2010-2012 Cycle
Annual Improvement Annual Improvements to HKFRS
Project 2011-2013 Cycle

The Group has assessed the impact of the adoption of these
amendments to existing standards 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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Notes to the Consolidated Financial Statements '

HZE201643A31H I-F Efor the year ended 31 March 2016
(LA/B#E A 211 Expressed in Hong Kong dollars)

4 EEEE 4 Fixed assets
(a) &E (a) The Group
HiEERN
EEHKRE HEEZF REARRZE
HKPC HEIRE Furniture
Building held Leasehold and HE
for own use improvements equipment Total
B{E : Cost:
F2015F4 A 1H At 1 April 2015 $267,784,136 $40,405,832 $174,424,806 $482,614,774
MEAE Exchange adjustments - (27,279) (59,312) (86,591)
INE Additions - 12,345,320 20,956,839 33,302,159
k== Disposals - (1,281,910) (3,559,332) (4,841,242)
20163 A31H At 31 March 2016 $267,784,136 $51,441,963 $191,763,001 $510,989,100
Z5HIE Accumulated depreciation:
R2015F4A1H At 1 April 2015 $132,398,899 $29,522,379 $124,440,668 $286,361,946
BRERAE Exchange adjustments - (21,686) (33,279) (54,965)
FEWE Charge for the year 5,344,154 4,424,257 20,229,947 29,998,358
& & ol Written back on disposals - (1,043,341) (3,485,509) (4,528,850)
R201643A31H At 31 March 2016 $137,743,053 $32,881,609 $141,151,827 $311,776,489
IREFE Net book value:
20163 A31H At 31 March 2016 $130,041,083 $18,560,354 $50,611,174  $199,212,611
g B
EENRE HEEF RAREAE
HKPC METR Furniture
Building held Leasehold and 4E
for own use improvements equipment Total
RE: Cost:
R2014F481H At 1 April 2014 $267,784,136 $33,878,718  $146,564,008  $448,226,862
BRERE Exchange adjustments - 124,003 (34,796) 89,207
NE Additions - 6,862,406 34,077,349 40,939,755
HeE Disposals - (459,295) (6,181,755) (6,641,050)
R2015%3A31H At 31 March 2015 $267,784,136 $40,405,832  $174,424,806 $482,614,774
2 E Accumulated depreciation:
201454318 At 1 April 2014 $127,054,745 $24,152,498  $110,828,280  $262,035,523
BERE Exchange adjustments = 13,455 12,815 26,270
FEITE Charge for the year 5344,154 5,652,507 19,616,730 30,613,391
& Written back on disposals - (296,081) (6,017,157) (6,313,238)
R2015F3A31H At 31 March 2015 $132,398,899 $29,522,379  $124,440,668 $286,361,946
REFE Net book value:
720153 A31H At 31 March 2015 $135,385,237 $10,883,453 $49,984,138  $196,252,828

3R Annual Report 2015-16
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HZE201643A31H L& Efor the year ended 31 March 2016
(LA/B#E A 211 Expressed in Hong Kong dollars)

4 BEEE (8)

4 Fixed assets (continued)

(b) £EH B (b) The Council
BEERAH
EEHKRE HEEZF
HKPC REIR RARZE
Building held Leasehold Furniture and FCEC]
for own use improvements equipment Total
RE: Cost:
F2015F4 A1H At 1 April 2015 $267,784,136 $39,890,453 $173,290,384 $480,964,973
NE Additions - 11,957,688 20,219,810 32,177,498
k== Disposals - (1,281,910) (3,402,220) (4,684,130)
20163 H31H At 31 March 2016 $267,784,136 $50,566,231 $190,107,974 $508,458,341
2IHE Accumulated depreciation:
R2015F4 A1H At 1 April 2015 $132,398,899 $29,084,125 $123,678,002 $285,161,026
FEHE Charge for the year 5,344,154 4,186,355 20,026,559 29,557,068
HERE Written back on disposals - (1,043,341) (3,339,722) (4,383,063)
20163 A31H At 31 March 2016 $137,743,053 $32,227139  $140,364,839 $310,335,031
BREFE - Net book value:
#2016F3A31H At 31 March 2016 $130,041,083 $18,339,092 $49,743,135  $198,123,310
H{EE R
EENRE HEETF RAREE
HKPC WETR Furniture
Building held Leasehold and HF
for own use improvements equipment Total
R{E : Cost:
R2014%F481H At 1 April 2014 $267,784,136 $33,487,342  $145,257,582  $446,529,060
INE Additions - 6,862,406 33,934,515 40,796,921
HE Disposals - (459,295) (5,901,713) (6,361,008)
201563 A31H At 31 March 2015 $267,784,136 $39,890,453  $173,290,384  $480,964,973
RIHE Accumulated depreciation:
R2014%F481H At 1 April 2014 $127,054,745 $23,828,135 $110,134,889  $261,017,769
FEHE Charge for the year 5,344,154 5,552,071 19,323,564 30,219,789
& E Written back on disposals = (296,081) (5,780,451) (6,076,532)
201563 H31H At 31 March 2015 $132,398,899 $29,084,125 $123,678,002 $285,161,026
BREFE Net book value:
A2015F3A31H At 31 March 2015 $135,385,237 $10,806,328 $49,612,382  $195,803,947

(C) BEERMEENABERES L (c)
B R E T RS o

£ZE N/ HKPC

The HKPC Building held for own use is situated in Hong

Kong and is held under a medium-term lease.
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HZE201643A31H I-F Efor the year ended 31 March 2016
(LA/B#E A 211 Expressed in Hong Kong dollars)

5 EBIEE 5 Intangible assets

58 YELR

The Group The Council
BRE: Cost:
R2015F4A1H At 1 April 2015 $35,308,899 $35,229,120
BREFE Exchange adjustments (3,958) -
NE Additions 5,962,948 5,896,875
MR2016%F3H31H At 31 March 2016 $41,267,889 $41,125,995
ZEr#e Accumulated amortisation:
MR2015%F4 818 At 1 April 2015 $23,759,634 $23,713,419
#E R Exchange adjustments (2,092) -
KREEE 2 #H Amortisation charge for the year 7,477,579 7,464,382
7R2016F3 A31H At 31 March 2016 31,235,121 31,177,801
REFE Net book value:
M2016%3HA31H At 31 March 2016 10,032,768 9,948,194
RE: Cost:
R2014F4 /818 At 1 April 2014 $31,121,104 $31,072,522
BREFE Exchange adjustments 11,002 =
NE Additions 4,176,793 4,156,598
MR2015%F3H31H At 31 March 2015 $35,308,899 $35,229,120
Rt Accumulated amortisation:
R2014F451H At 1 April 2014 $18,171,526 $18,135,690
ME R Exchange adjustments 8,646 =
KEEAE 7 #5H Amortisation charge for the year 5,579,462 5,577,729
7R2015%F3H31H At 31 March 2015 $23,759,634 $23,713,419

Net book value:

201543 A31H At 31 March 2015 $11,549,265 $11,515,701

B EERBEREHERER -

M2016F3H31H - FERAE R E K
R BRMEFE S 5 A10,032,7687T (2015
$9,948,1947T (2015
% :11,515,70170) » R20164F3H31H * &
EREENRHNERNENNERFE
ABZIT (20154 : 67T) °

£ 1 11,549,2597T)

HK$6).

3R Annual Report 2015-16

Intangible assets comprise computer software and patents.

The net book values of computer software of the Group and

the Council as at 31 March 2016 was HK$10,032,768 (2015:
HK$11,549,259) and HK$9,948,194 (2015: HK$11,515,701)
respectively. The net book values of patents of the Group and
the Council’s subsidiary as at 31 March 2016 were HK$Nil (2015:
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6 FEFE2EATRMBATMNIRE 6 Investments in a non-controlled wholly-owned
entity and subsidiaries

£E KENR
The Group The Council
2016 2015 2016 2015
JE LMD - Unlisted shares,
B AERE at cost
- 3E#&HI2E AT - Non-controlled
wholly-owned entity $- $10,000 $- $10,000
JE LTI Unlisted shares,
WK AERTE at cost
- B AR - Subsidiaries - - 20,010,000 20,010,000
W REEE Less: impairment loss - - (1,288,000) (1,288,000)
$— $- $18,722,000 $18,722,000
3A31B 2 &8 Balance as at 31 March $- $10,000 $18,722,000 $18,732,000

£ZENR HKPC
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Notes to the Consolidated Financial Statements

HZE201643A31H I-F Efor the year ended 31 March 2016
(LA/B#E A 211 Expressed in Hong Kong dollars)

6 Investments in a non-controlled wholly-owned
entity and subsidiaries (continued)

Details of the Group’s and the Council’s non-controlled wholly
owned entity and subsidiaries as at 31 March 2016 are as follows:

ikt i
Proportion of ownership interest

E3IATYS EETR

RETHEHEREESL  Automotive Parts and Accessory
BRAT Systems R&D Centre Limited
(*APAS Lid")e

ENME (#A%) BRAR HKPC Technology (Holdings)
Company Limited

N (BR) BRAF Productivity (Holdings) Limited

EEH (BM) ##HEBAT  Productivity (Guangzhou) Consulting
Co. Ltd.#

BN (RE) %H5RAF  Productivity (Dongguan) Consulting
Co. Ltd.#

EEH (FY) ##ABAT  Productivity (Shenzhen) Consulting
Co. Ltd.#

IR EENEMERAT Shenzhen SZ- HK Productivity
Foundation Co. Ltd.f

FIFELENERENHR L Shenzhen SZ - HK Productivity
Foundation Training Institute®

Y HRER &8
Place of Particulars of ERER HmEENR  mMERR
incorporation issued and Group’s 5 B
and paid up effective Held by Held by IEXH
operations capital interest  the Council ~subsidiaries Principal activities
&% AEHKD - - - EFHER
Hong Kong 10,0007t Deregistered
FE ARHO 100% 100% - BALENRER
Hong Kong 10,0007 VDSl
Commercialisation
of patents project
deliverables of
HKPC
% ARHO 100% 100% - BALR
Hong Kong 20,000,007t Investment holding
G A% HKD 100% - 100% B REIRS
PRC 2,400,007 Consultancy and
training services
f A HKD 100% - 100%  BERENRS
PRC  5,000,0007 Consultancy and
training services
i A% HKD 100% - 100%  BREREIRE
PRC 1,610,007 Consultancy and
training services
TE AR%RVB 64.94% - 6494%  BRRSEIIRE
PRC  1,540,0007t Consultancy and
training services
e AR%RMB 64.94% - 100% I
PRC 50,0007T Training services

3R Annual Report 2015-16
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(LA/B#E A 211 Expressed in Hong Kong dollars)

6 FEFHEZEQATARMBATNKRE

(#&)

EENREENBHEEHEZEAR LB A
AIN2016F3A31 BB « (48)

@ EFFEGIZEAFERRER MM -
ERERRNERTD  HEERBFEERE
By o At - ERFMNKEEBLRIBERELELE
ENRNZEAKRERN - BREENRHHEME
REEBRY EEGEXEALEN - £ES
BRE  WRAEELENBEAERERGH
SHEAIFEN 2 E RN RFAENETERX -
BHRIFE 2 E DRI E EFCGEZ EHD
EBERX -

BERF - AENBAESIEAERER
FOBRARBRITNEEHZ - RETIHDHH
RERBEFOBRABEEE N BR2012F
MA1B&H  EMAEXEEALENRPH
BRI HYERPY CRE TR R EREEL) o £
IEERET - AETIEAERERIHEK
FEEEAY  WEERITAETBHMRERLE
BHRLERARKERD - REBFEHEESH
TR FERAETE SRR RLERNTED - %
PR AE WA (BIEEBMF S FIE R KR
AR A) BRELAFRERES  mTg
STAEENBOHEE - KR2014F125298 -
AEEBHMERFERFPLERAAINIRER
ERZAREEEE  UWEBEMARERT
BERAEITER - BERABER2014F12830
HRARGFMERR [GEEENERE] -

FEZRMHARLERDOARATAERN
20165 AL $HAEM ©
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E] o

£ZE N/ HKPC

6 Investments in a non-controlled wholly-owned
entity and subsidiaries (continued)

Details of the Group’s and the Council’s non-controlled wholly
owned entity and subsidiaries as at 31 March 2016 are as follows:
(continued)

@  This non-controlled wholly-owned entity was incorporated for a
specific purpose where its management was directly appointed by
the Government and its operation was directly subvented by the
Government. Accordingly, this non-controlled wholly-owned entity’s
results of operations were not included in the consolidated financial
statements of the Council as the Council did not have control nor
significant influence over the financial and operating policies of the
non-controlled wholly-owned entity. The accumulated surplus of the
non-controlled wholly-owned entity not dealt with in the consolidated
financial statements of the Council were not considered to be
material by the Council. The non-controlled wholly-owned entity was
not audited by PricewaterhouseCoopers.

In accordance with the funding agreement signed by the
Government, the Council and APAS Ltd, APAS Ltd had merged with
the Council on 1 November 2012 and all its business had been
transferred to the Council where it is operated by the Council within
a new internal division of the Council (*“APAS Division”). Under

the funding agreement, APAS Division will be fully funded by the
Government and shall continue to discharge the mission of APAS
Ltd. Unspent grants from Innovation and Technology Fund (“ITF”)
will be recognised as deferred government grants and all income
of APAS Division (including interest of grants and commercialisation
income) will be returned to ITF and not counted in the reserve of the
Council. The shareholders of APAS Ltd agreed to wind up APAS Ltd
voluntarily and appointed liquidator for the winding up by written
resolution on 29 December 2014. The liquidator filed the Certificate
of Solvency in the Companies Registry on 30 December 2014.

APAS Ltd was deregistered in 2016.

# The subsidiaries have their financial accounting period ended on 31
December 2015.



mEMBHERME

Notes to the Consolidated Financial Statements

HZE201643A31H I-F Efor the year ended 31 March 2016
(LA/B#E A 211 Expressed in Hong Kong dollars)

7THME LT ER 7 Interest in an associate
£H
The Group
2016 2015
EIFEEE Share of net assets $1,512,350 $1,514,930
B8 N TR 2016E3 A31 BB ¢ Details of the associate as at 31 March 2016 are as follows:
P A
HER
Ea DAV BRIk PrEHEL X
BB BREX Proportion
Place of Particulars of ownership
incorporation of issued interest FTEER
and and paid up held by Principal
#18 Name operations capital a subsidiary activity
BEERBEEN Chongging - Hong Kong H AR# RMB 40% g
RERLBRAT] Productivity Promotion PRC  3,000,0007T Inactive
Center Company Limited
e NTIWIEREERESETEISE AT The associate is not audited by PricewaterhouseCoopers.
BITEH -
BN REREENT Summarised financial information of the associate:
¢
(B#8)
BE & s A Profit/
Assets  Liabilities Equity Revenue (loss)
2016 2016
100% 100 per cent $3,832,298 $(51,426) $3,780,872 $- $149,560
SEERER Group’s effective interest 1,532,920 (20,570) 1,512,350 - 59,824
2015 2015
100% 100 per cent $3,840,924 $(53,599) $3,787,325 $- $(3,723)
SEERER Group’s effective interest 1,536,370 (21,440) 1,514,930 - (1,489)

3R Annual Report 2015-16
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HZE201643A31H L& Efor the year ended 31 March 2016
(LA/B#E A 211 Expressed in Hong Kong dollars)

8 BUIRM » AARERES

8 Accounts receivable, prepayments and deposits

5B HENR
The Group The Council
2016 2015 2016 2015
JE UG BR 2R Accounts receivable $49,370,777 $41,559,429 $48,532,739 $39,855,227
BN FIEFES Prepayments and deposits 10,781,187 18,526,606 10,142,070 17,535,618
$60,151,964 $60,086,035 $58,674,809 $57,390,845
& : Representing:
RE Current $60,151,964 $55,622,700 $58,674,809 $52,927,510
FERE Non-current - 4,463,335 - 4,463,335
$60,151,964 $60,086,035 $58,674,809 $57,390,845

(a) BWARFRE

TRERFERERAF LR EBIRNEE -

(a) Impairment of accounts receivable

The movement in the allowance for doubtful debts during the year

is as follows:
SEREENR
The Group and the Council
2016 2015
R4A1H At 1 April $— $1,217,929
WIEE RS Provision/(reversal of allowance) for
(fEfEeEE) impairment loss 136,000 (1,217,929)
M3A31H At 31 March $136,000 $-

RETR=E @R EEKEZRTEZ{E%E The individually impaired receivables covered in the allowance
TR o account mainly relate to customers with disputes on service

FHIRBKRRE Rk

£ZE N/ HKPC

delivery.
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HZE201643A31H I-F Efor the year ended 31 March 2016
(LA # A BN Expressed in Hong Kong dollars)

8 Accounts receivable, prepayments and deposits
(continued)
(b) Accounts receivable that are not impaired

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 collectively considered to be impaired is as
follows:

3L EENR
The Group The Council
2016 2015 2016 2015
#BELR—@EA Less than 1 month past due $35,989,445 $31,013,855 $35,751,490 $29,309,653
ml—==1@H 1 to 3 months past due 7,401,176 7,705,275 7,364,810 7,705,275
BEHI= R AN More than 3 months past due 5,980,156 2,840,299 5,416,439 2,840,299
$49,370,777 $41,559,429 $48,532,739 $39,855,227

380 HA oK Wi (o118 3 43R0 (5 A B K S 5% [ 7 %
BERTEBLBNBILEL,AR - REMN
TR ARGEEEXRYEEAEE MA
EEERRZEERIDAIZERE - FHitE
BERELESR BN LT ERATRRELER -

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.

3R Annual Report 2015-16
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Notes to the Consolidated Financial Statements

HZE201643A31H L& Efor the year ended 31 March 2016
(LA/B#E A 211 Expressed in Hong Kong dollars)

9 RITERRES 9 Cash at bank and on hand

%E HENR
The Group The Council
2016 2015 2016 2015
=EAREIEm Fixed deposits with maturity
TEHFER over 3 months at acquisition $50,447,682 $31,983,186 $50,447,682 $31,983,186
BITER Cash at bank $240,464,103  $232,790,057 $222,221,923 $217,336,028
Re Cash on hand 49,730 171,932 21,758 35,458
$240,513,833 $232,961,989  $222,243,681 $217,371,486
EEABRART Total cash at bank and on
BFRMEE B hand in the balance sheets $290,961,515 $264,945,175 $272,691,363  $249,354,672
XREE Restricted cash (145,877,744) (113,594,373)  (145,877,744) (113,594,373)
=EAZEIE Fixed deposits with maturity
FHFR over 3 months at acquisition (50,447,682)  (31,983,186) (50,447,682)  (31,983,186)
HERERERNA Cash and cash equivalents
ReRA2EED in the consolidated
statement of cash flows $94,636,089 $119,367,616 $76,365,937 $103,777,113

MR20165F3831H £ E H B M & B KM
88 1T 7 7 #145,877,7447C (20154 ¢
113,594,37370) F A TRIER R{TRF B
ERAREERNESTEIEENIEE - 1B
B e IR B AR LR - (R {E A IR
15 [FIE B $RITER P E A F B — BB BT -

Cash at bank of the Council and the Group as at 31 March 2016
of HK$145,877,744 (2015: HK$113,594,373) 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.

M20165F3A31H ' SEMNRITHEREBIET
B AE R M 4R 1T B 5K T8 A18,078,8097T
(2015% : 15,265,4857T0) ' %2 E 17 5K HY B X
F 1B X BB #8 B8 B9 90 T 428 1) 48 B AR AR

s
LSRG

Cash at bank of the Group as at 31 March 2016 includes
HK$18,078,809 (2015: HK$15,265,485) 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.

HE B HKPC
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Notes to the Consolidated Financial Statements '

HZE201643A31H I-F Efor the year ended 31 March 2016
(LA # A BN Expressed in Hong Kong dollars)

10 Accounts payable and accruals

£E EENR
The Group The Council
2016 2015 2016 2015
FETBR X Trade payables $32,009,094 $42 425656 $31,477,529 $40,026,739
EEMA Deferred income 45,377,619 46,238,336 45,377,619 46,238,336
TE UK AR 3R Receipts in advance 11,494,328 10,160,155 8,164,921 7,537,598
FREERE Provision for annual leave
(Pt (a)) compensation (note (a)) 15,602,894 16,668,389 15,602,894 16,668,389
EEERAK Accruals and other
H M ER SR payables 132,218,521 96,453,570 129,873,259 95,027,935

$236,702,456 $211,946,106 $230,496,222 $205,498,997

FERMERRESERABRN —FRB

f& -

(a) FREERE

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

(a) Provision for annual leave compensation

ESEMEEND
The Group and the Council
2016 2015
MW4A18 At 1 April $16,668,389 $17,059,768
B e R BB IMNE & Additional provision made 339,702 970,785
EEAMEE Provision utilised (1,405,197) (1,362,164)
M3A31H At 31 March $15,602,894 $16,668,389

RIEFEC(ERERD) FHE - REGH—FH
BEAZAEZIVERFR (BREHNARIR
BREY)  ARERFREA/EX —REBEFAN
EEBT - EAESRER  HAZAFER
mmES B NED REVERE A FRE
MEENREIE  FREERBERESR
EREPRBEREAFROBREM I

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.

3R Annual Report 2015-16
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Notes to the Consolidated Financial Statements

HZE201643A31H L& Efor the year ended 31 March 2016
(LA/B#E A 211 Expressed in Hong Kong dollars)

11 BEREFHZEQARINRIE BN 11 Amount due to a non-controlled wholly-owned
BENTARERER AFHEBEA entity, amount due to an associate and amounts
AIE due from/to subsidiaries

FE SEFE I 2B A F FKIE - ERTEE 2 A FIZ Amount due to a non-controlled wholly-owned entity, amount

EREW NHBATRIEY AEEMA - T due to an associate and amounts due from/to subsidiaries are
BE o amEskigE EE - WAEE AE  unsecured, non-interest bearing, recoverable/repayable on

i ° demand and denominated in Hong Kong Dollar.
12888 12 Total funds
&5 S ENR
The Group The Council
2016 2015 2016 2015
EAREE Capital subvention fund
(Fff5E(a)) (note (a)) $166,690,750 $192,404,003 $166,690,750 $192,404,003
WA & B Revenue reserve
(F3E(D)) (note (b)) 153,924,581 125,565,027 149,586,273 122,603,582

$320,615,331 $317,969,030 $316,277,023 $315,007,585

wE R (FfisE(c)) Exchange reserve (note (c)) 2,441,832 2,403,019
$323,057,163 $320,372,049
IR AR R M s Non-controlling interests
(F3E(d)) (note (d)) 1,190,358 1,090,132
$324,247521 $321,462,181
(a) EXxEB® (a) Capital subvention fund
SEREENR
The Group and the Council
2016 2015
R4A18 At 1 April $192,404,003 $233,032,894
AT ERE Transfer to income and expenditure account (24,901,800) (32,682,611)
AW A EE Transfer to revenue reserve (811,453) (7,946,280)
$(25,713,253)  $(40,628,891)
M3A31H At 31 March $166,690,750 $192,404,003

£ZE N/ HKPC
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HZE201643A31H I-F Efor the year ended 31 March 2016
(LA # A BN Expressed in Hong Kong dollars)

12 8E8S (%) 12 Total funds (continued)

(b) WA & (b) Revenue reserve
£E EENR
The Group The Council
2016 2015 2016 2015
R481H At 1 April $125,565,027 $81,649,367 $122,603,582 $80,238,097
EEKTERE Transfer from income and
expenditure account 27,548,101 35,969,380 26,171,238 34,419,205
HEEAEDE Transfer from capital
subvention fund 811,453 7,946,280 811,453 7,946,280
M3HA31H At 31 March $153,924,581 $125,565,027 $149,586,273 $122,603,582

WARBRR T CEEBREENRO R
B#r/(B18) MR

This reserve was created for the purpose of recording the Group’s
and the Council’s accumulated surplus/(deficit).

(c) aEREE (c) Exchange reserve
£E
The Group
2016 2015
R4A18 At 1 April $2,403,019 $2,657,291
ME R EKISHRERN Exchange differences on translation of financial
EHER statements of operations in the PRC 38,813 (254,272)
MR3A31H At 31 March $2,441,832 $2,403,019

BRERBERREEERIIRBHBEHRERM
ELNMAERZRE  WEIRRHTE2(q)PTE
SRR

(d) FEERRRER

The exchange reserve comprises all foreign exchange differences
arising from the translation of the financial statements of
operations outside Hong Kong. The reserve is dealt with in
accordance with the accounting policies set out in note 2(q).

(d) Non-controlling interests

3]

The Group

2016 2015
R4A18 At 1 April $1,090,132 $1,617,517
JE(G IR E {# Share of exchange reserve (46,578) (5,331)
FE LT Share of surplus for the year 146,804 310,666
HME AR Deregistration of a subsidiary - (832,720)
M3A31H At 31 March $1,190,358 $1,090,132

3R Annual Report 2015-16
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Notes to the Consolidated Financial Statements
HZE201643A31H L& Efor the year ended 31 March 2016

(LA/B#E A 211 Expressed in Hong Kong dollars)

12 8E¢€ (&)
(e) FEBNEBEELER

R IR BT B2 A 2 h B 7E2009F 6 5228 AT
MTHR Z U o) ([ = 8%]) 585N
EENRANBREFERFEEEMHEHE
FEHNSBREBELRRE THREMLME
M ZEBEKETEERNEEN RN BB
BEEMGBHFERNEEEMEMNI5% -
2015/2016F E M IT & B B 15 /A= T2
W RERFLEFITESEF REHEE
% & Bh%EA /A16,700,0007T (2014/20154F [F -
13,600,0007T) ' WHRIETI AFERESR
B) - 2015/2016F EM BN EEENBE L
1.97818 JT (2014/2015%F £ : 1.92918 7T ) °
SENREBEECHREEAFEMUGEF
EEHBAMESHRTEEEE -

2015/2016F EAE N BN BFE B2 8RN
W7 BR B M ERT & Bh R AT B (2014/2015%F
E:RLE)-

(f) EXER
EEMATH [EE] DIERESWMAER
25 o EE TR E R (= B A FETR
SEBFELNLDEBBAER o

SEEEEANEZERRERESRE AR
FERKE URBREBRENARARK(
AMWALE -

SEZREENERNEERTE  THEHER
EEEENEAGERE  EAFERNAMNF
B ZENBRETMHERBREZ DI
KB E AR TEPTRIR

HE B HKPC

12 Total funds (continued)

(e) Annual block grant

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 2015/2016 includes the grant from ITF
for APAS Division of HK$16.7 million (2014/2015: HK$13.6 million)
which is not classified as annual block grant. The total block
grant of the Council for the year of 2015/2016 was HK$197.8
million (2014/2015: HK$192.9 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 2015/16 was
entirely accounted for as Government subvention income in the
income and expenditure account (2014/15: same).

(f) 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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Notes to the Consolidated Financial Statements

HZE201643A31H I-F Efor the year ended 31 March 2016
(LA/B#E A 211 Expressed in Hong Kong dollars)

13 BUFEBY 13 Government subvention
EENEENR
The Group and the Council
2016 2015
KEMEERE B Subvention for recurrent activities $214,512,811 $206,554,676
14 REUA 14 Service income
5B EENR
The Group The Council
2016 2015 2016 2015
[ AR 75 Consultancy $404,070,258 $363,840,801 $381,278,665 $349,483,519
B3| Training 8,910,541 12,959,062 8,910,541 12,959,062
BT RRE Manufacturing support 19,235,849 19,237,320 19,235,849 19,237,320
HET MES Publications and advertising 50,050 324,345 50,050 324,345
BEe hERE Exhibitions and study mission 4,844,742 3,433,687 4,844,742 3,433,687
$437,111,440 $399,795 215 $414,319,847 $385,437,933
15 Hfgg A 15 Other income
5B EENR
The Group The Council
2016 2015 2016 2015
He WA Rental income $4,524,283  $6,837,300  $4,524,283  $6,837,300
A B A Interest income 1,123,466 798,043 438,913 764,909
LSIEN N Sundry income 2,277,218 3,097,299 1,244,391 1,852,437
$7,924,967 $10,732,642 $6,207,587  $9,454,646

3R Annual Report 2015-16
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Notes to the Consolidated Financial Statements
HZE201643A31H L& Efor the year ended 31 March 2016

(LA/B#E A 211 Expressed in Hong Kong dollars)

16 BEFHE 16 Staff emoluments
e KENB
The Group The Council
2016 2015 2016 2015
e KOEBA Salaries and allowances $301,359,212 $289,068,036 $297,906,323 $286,628,739
2w < Gratuities 3,264,747 2,625,494 3,264,747 2,625,494
BEBBEIRE Directorate passages 165,186 228,603 165,186 228,603
BETE - E& % Overtime, subsistence and
HohERG other allowances 3,719,430 885,288 3,719,430 885,288
B BT E MR E2EE Staff housing and furniture
allowances 11,363,073 13,136,612 11,363,073 13,136,612
B B # & =8 Staff education allowances 1,266,639 1,214,992 1,266,639 1,214,992
FEEZELKA — #EFE  Pension costs — defined
HEREE contribution plan 27,127,234 27,424,438 27,127,234 27,424,438
BEENEE Medical benefits scheme 8,960,241 8,920,539 8,960,241 8,920,539

$357,225,762 $343,504,002

$353,772,873 $341,064,705

B a4 B B X 110,722,947 (2015
% :10,151,64070) EFt ARB R AE S BIE
BHEEZ L (HiFFE19) o

17 SREEANSFHH
BREBABRHMEEREENBEER
BARBROFE (Fe - 280 EDEAMA
BREHR) wB|WT

17 Senior management’s remuneration

Council are listed as follows:

In addition to the above, staff costs amounting to HK$10,722,947
(2015: HK$10,151,640) have been charged to project related
expenses of the Group and the Council (see note 19).

The aggregate remuneration (salaries, allowances, benefits in
kind and provident fund contributions) received by the senior
management for their services rendered to the Group and the

EEREENR
The Group and the Council
2016 2015
BB AR Agnes Mak, Executive Director $3,874,096 $3,673,496
ZLIR, BIBE Gordon Lo, Director
((EEERE) (Business Management) 3,086,915 2,622,575
EAKAE BB Joseph Poon, Director
(B R) (Technology Development) 2,960,534 2,832,650
MBS - B8 Tony Lam, Director
(HEE%) (Corporate Services) 3,079,111 2,974,810
$13,000,656 $12,103,531

HE B HKPC
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HZE201643A31H I-F Efor the year ended 31 March 2016
(LA # A BN Expressed in Hong Kong dollars)

18 AEENREEEERENEM 18 Remuneration of council members

RER AENBRETFEREMEEEKEY  During the year, the Chairman and other council members of
ERERAAE N RBREMNRSEMUWEEME  the Council did not receive any remuneration for their services

B (20154 : &) © rendered to the Council (2015: Nil).
19 Hfttz i 19 Other expenses
e EENR
The Group The Council
2016 2015 2016 2015
— M RATE S General and administrative
expenses $37,914,183 $36,773,178 $32,866,948 $34,912,961
BB MBS L Project related expenses 202,381,011 179,172,060 189,306,298 168,499,373
M AT E5  Loss on deregistration of
R EE a subsidiary - 8,962 _ _
HEBTEERE Loss on disposal of fixed
assets 265,932 304,961 254,607 261,625
e Depreciation 29,998,358 30,613,391 29,557,068 30,219,789
e Amortisation 7,477,579 5,579,462 7,464,382 5,577,729
FETE 2 Sundry expenses 21,116,203 16,572,446 20,548,631 19,174,479

$299,153,266 $269,024,460 $279,997,934 $258,645,956

3R Annual Report 2015-16
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Notes to the Consolidated Financial Statements

HZE201643A31H L& Efor the year ended 31 March 2016
(LA/B#E A 211 Expressed in Hong Kong dollars)

20 BB 20 Taxation
(a) ZEWZRE TR BIES - (a) Taxation in the consolidated income and
expenditure account represents:
2016 2015
REATIE — BE U Current tax — outside Hong Kong
FEFIE Provision for the year $436,909 $955,147

HREENREHRBRBRBEEE (HBED)  The Council is not subject to Hong Kong profits tax as the Council

FEETIRHM BN EETETIE  ALHBAM  has been granted exemption from all Hong Kong taxes by the

MEBNEH - Inland Revenue Department under Section 87 of the Inland
Revenue Ordinance.

HREENRNEEBNE L RNEZE2016%  No provision for Hong Kong profits tax for the Council’s Hong

3HA31HM201553A31BH IEMFEAEISE  Kong subsidiaries has been made as they sustained losses for

B B EER B BTG taxation purposes during the years ended 31 March 2016 and
2015.

HSENBHHTERBARINMERAN ZZ Taxation for the Council’s mainland subsidiaries is charged at
+H o 25%.

(b) BB HEESHBMRLUERABIE  (b) Reconciliation between tax expense and

EH R E R ¢ accounting surplus at applicable tax rates:
2016 2015
FR A A BR Surplus before taxation $3,230,014 $4 552,582

REEREEERER Notional tax on surplus before taxation,
MERTERBAIAEHY  calculated at rates applicable to

ZEHE surplus/deficit in the jurisdictions concerned $580,489 $719,982
HERBRWANTIETZE Tax effect of non-taxable income (135,217) (8,210)
TR HRFIESZZE  Tax effect of non-deductible expenses 113,670 366,396
RIERTAKNAHIEEE Tax effect of unused tax losses not

MTIEF 2 recognised 16,593 390,281
ERNALEFEERIEREE Tax effect of prior years’ tax losses

R utilised (138,626) (513,302)
BEREES Actual tax expense $436,909 $955,147

HE B HKPC
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(c) FEEERBERKNYFEHE

mEMBHERME \/@

Notes to the Consolidated Financial Statements

HZE201643A31H I-F Efor the year ended 31 March 2016
(LA # A BN Expressed in Hong Kong dollars)

20 Taxation (continued)

(c) Movement in current taxation in the

B consolidated balance sheet:
==

The Group

2016 2015
R4A18 At 1 April $137,410 $168,363
FERIE Provision for the year 436,909 955,147
BRI B ETEH PRC Corporate Income Tax paid (432,681) (986,100)
M3A31H At 31 March $141,638 $137,410
(d) IEERIEEEEEE ! (d) Deferred tax assets and liabilities:

& B P20164F3H31H 201543318 I
EATHERNERNEEHIBEEXNARE -

& B B 1 427,667 KRR E B8
(20154 &7 11,015,7987T) 0] 45 8 LA 4K 85
RRERFRIRA b SREBEOHTOT ¢

The Group has no material deferred tax assets or liabilities
requiring recognition as at 31 March 2016 and 2015.

The Group has unrecognised tax losses of HK$1,427,667 (2015:
HK$1,915,798) to carry forward against future taxable income.
These amounts are analysed as follows:

£E

The Group
2016 2015
RAEEH No expiry date $404,288 $337,913
20164 X HA Expiring in 2016 - _
20174 5|58 Expiring in 2017 - _
20184 % 54 Expiring in 2018 - 6.777
20194 21| HA Expiring in 2019 1,023,379 1,571,108
$1,427,667 $1,915,798

3R Annual Report 2015-16
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HZE201643A31H L& Efor the year ended 31 March 2016
(LA/B#E A 211 Expressed in Hong Kong dollars)

21 KEBEERERME
(a) RBAIBMRELETHNEESR

21 Note to the consolidated cash flow statement

(a) Reconciliation of surplus before taxation to net

AFENEE cash inflow from operations:
2016 2015
EEAWERBEEER Surplus before taxation dealt with in
PR AT 2R the consolidated income and expenditure
account $3,230,014 $4,552,582
FEURBESR - FERTFIEK  Increase in accounts receivable, prepayments
HEIE and deposits (4,665,264) (8,743,381)
R BIE NN Increase in restricted cash (32,283,371) (34,475,106)
FEfT3E1EHI 2B A T8 Decrease in balances with a non-controlled
D wholly-owned entity - (697,050)
AR N IEETERE I Increase in accounts payable and accruals 24,766,350 30,472,472
FEWA Interest income (1,123,466) (798,043)
HEBRTFEEER Loss on disposal of fixed assets 265,932 304,961
BB A R SH B RCAE
Eia Loss on deregistration of a subsidiary - 8,962
EEBENE Depreciation 29,998,358 30,613,391
A B Amortisation 7,477,579 5,579,462
FE(EE# AT (FE)~  Share of (profit)/loss of an associate
B8 (59,824) 1,489
EEIERME (=)  Provision/(reversal of provision) for
impairment loss 136,000 (1,217,929)
B ST AERE Net cash inflow from operations $27,742,308 $25,601,810

HE B HKPC
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Notes to the Consolidated Financial Statements

AL T
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HZE201643A31H I-F Efor the year ended 31 March 2016
(LA/B#E A 211 Expressed in Hong Kong dollars)

(continued)

21 Note to the consolidated cash flow statement

(b) EEHEAR (b) Deregistration of a subsidiary
2016 2015
THMBATAEEE  Net assets of a subsidiary deregistered
B include:
RE RIBITFR Cash and bank balances $- $1,817,923
e FIE R H A EURBR SR Prepayments and other receivables - 10
fEstER N HMEMIRS  Accruals and other payables - (118,554)
$- $1,699,379
M AR IHE D Loss on deregistration of a subsidiary
MHEAE R - (8,962)
TS R R WA Net assets to be received by shareholders
FHEE following deregistration $- $1,690,417
& Satisfied by:
B MBITEREBER Cash and bank balances retained by the Group
REH $- $857,697
FLETEEMIB A TlM3EIEE|  Cash settlement to non-controlling interests for
MRERIRHMIESEE  deregistration of a subsidiary - 832,720
$— $1,690,417
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HZE201643A31H L& Efor the year ended 31 March 2016
(LA/B#E A 211 Expressed in Hong Kong dollars)

22 & 22 Commitments

(a) EREEHEABEA

R2016%3H31H + &£ E R & 1 0] BUsH Ay &
EHENARENNSEREBLENOT

(a) As lessee of operating leases

At 31 March 2016, the Group had future aggregate minimum lease

payments under non-cancellable operating leases as follows:

e

The Group

2016 2015
T REEY Land and buildings
E1FRN Within 1 year $1,817,374 $1,770,887
F2EELSFN After 1 year but within 5 years 1,311,577 1,103,662

$3,128,951 $2,874,549

REE  RESWTEBhwERA R During the year, HK$1,895,350 (2015: HK$1,679,283) was

EEYNTHEEE A A1,895,3507T (20154 :
1,679,2837T) °
ELEHE—RVILEH—Z=1F WEEH#
BREEH BRAAEBKEIETETIET - &
HHEEHTBERAME -

(b) R2016FE3A31A0 » EHERREGE

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.

(b) Capital commitments outstanding at 31 March

M RENBENERERED 2016 not provided for in the consolidated
T : financial statements were as follows:
EEREEND
The Group and the Council
2016 2015
224 Contracted for $6,198,437 $4,584,127

HE B HKPC



23 cRIEBREERAAEE
SEHELREKBREYFEELAEE RDHE
ﬁ *‘J%——\&&'\I@gﬂ /~A E%J—WME 11/5\7\3\%.

WM EEBRR L RANAEE - AT :

(a) EERMR

SEMNEERREIEZREEBKER EEE
EHEEERR  TERBEEEERRRE
o

AEENRETFRERFEETRNSRE
B HEAE-—SRBBMAXZNERRR
BR -ZERERENEENL  AKETE
HhEFoRBBeEEIBETEEE -

REEH  SERAKRKEFEREERGEK
AR FNAREEAI36 % (20154F : 39%) ©
AREEREEREREERBNE — P&
EON - FIRRKIFES -

(b) REBVE =M

SENBREEREERDEST K
REFFRENRSHE  BHIHAKS
REEAERNEEMRT -

A HE
#ItE

BB REENBNEMEENR2016F3 A
31BM2015E3A31HMBREERE A AKX
FRBEEREABERELITER - FEKE
ENRAEELEEENEFEEHAEA—FNR
SIREREE

o

(c) FIZEE 2
SENBREBBAIWESE KA RER -

(d) FhE = Be
HEEHBRAB ML ESEAINERER o
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HZE201643A31H I-F Efor the year ended 31 March 2016
(LA # A BN Expressed in Hong Kong dollars)

7

23 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.

(a) 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.

At the balance sheet date, 36% (2015: 39%) 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.

(b) 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 2016 and 2015. The
earliest date the Group and the Council are required to settle
these liabilities is within one year or payable on demand.

(c) Interest rate risk

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

(d) Currency risk

The Council considers that there is no significant exposure to
currency risk.
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24 Related party transactions

In addition to the transactions and balances disclosed elsewhere
in these financial statements, the Group entered into the following
related party transactions during the year:

Council Membership of the Council is appointed by Chief
Executive of the Government. The Government has significant
influence over the Council and transactions between the

Council and the Government are considered to be related party
transactions and are identified separately in these financial
statements. During the year, the Council had the following related
party transactions with the Government:

2016 2015

WERB N EB) - AR :

Receipt of government subvention used for

KRR recurrent activities $214,512,811 $206,554,676
R B BT R BR U Service income from the Government

(Bi3E1) (note a) 84,995,695 65,889,612
RKEBMFEBEB WA  Income from government funding schemes

(B&E2) (note b) 43,558,944 42,800,547
B EE - Notes:

(1) REBFHNRBVRARSFIRITER « RIEHE
- BB ZBEERFHRE - WEFHEEY
BEBHETA - HEEETRBTEMRI L%
HBE IS - MUt F R IREEREERT

-
VAR

(2) REBUTEBFSIMBAERTIAE @ ILEA
BB BBER NG - MAAENKARRR
125 6 1R R U ER B -

HE B HKPC

(a) The service income from the Government relates to projects in
environmental management, technology development, information
technology, business management, etc., which are obtained either
by a competitive process or through partnership agreements with
various government departments, and the agreements are concluded
commercially.

(b) The income from government funding schemes relates to projects
in research and development which are obtained by a competitive
process and the income is charged in accordance with the terms of
the agreements.
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25 Possible impact of amendments, new standards
and interpretations issued but not yet effective
for the year ended 31 March 2016

The following new standards, and amendments to standards,
which are relevant to the Group, have been published and are
mandatory for the accounting years of the Group beginning on or
after 1 April 2016 or later years and have not early adopted:

BE R IEH
SETEIE AR
Effective for
accounting periods
beginning on or

after
FREBGEER BBV ISIRE £ R12012-201418 Hi R F 2 U 2016F1H1R
Annual Improvement Project Annual Improvements to HKFRS 2012-2014 Cycle 1 January 2016
BEAGTEREIR (BFIR) BEER - UBHRRIT 2016F1H1H
HKAS 1 (Amendment) Disclosure Initiative: Presentation of Financial 1 January 2016
Statements
EAGERF 16K L EB G ER FTERBIHAI RN TENES 20161 A 1R
385k (7T A)
HKAS 16 and HKAS 38 Clarification of Acceptable Methods of Depreciation 1 January 2016
(Amendment) and Amortisation
BB GTER27 (BEFTR) BN TSmO 2016F1H1H
HKAS 27 (Amendment) Equity Method in Separate Financial Statements 1 January 2016
EANBWMELNEIOREREAGT REEFEAMENRNEGECENEELEMN 2016F1H1H
ARIZE 285 (IBF]A) FE
HKFRS 10 and HKAS 28 Sale or Contribution of Assets between an Investor 1 January 2016
(Amendment) and its Associate or Joint Venture
BBV E LR FE R SEMIA 2018F1H1H
HKFRS 9 Financial Instruments 1 January 2018
EEUBMELNERE (BFTA) BEBRASLEERNGIHE 201651 H1H
HKFRS 11 (Amendment) Accounting for Acquisitions of Interests in 1 January 2016
Joint Operations
HEM B E LR E 1558 BERaRKE 20181 A 1R
HKFRS 15 Revenue from Contracts with Customers 1 January 2018
BB RELERE165 HE 20191 A1R
HKFRS 16 Leases 1 January 2019

74 58 5% IE AT ff B 12 85 5T A IE 8K FE
RAENEBTE  ARENAEEEMNY
AR E L ENGHRROTE -

The Group is in the process of making an assessment of what
the impact of the above standards or amendments to standards
is expected to be in the period of initial application. The Group
is not yet in a position to ascertain their impact on its results of
operations and financial position.
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26 Critical accounting estimates and judgements

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.
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To minimize the impact of this publication on global climate change,
HKPC's environmental management consultants have performed a
carbon footprint analysis on the printing and distribution of this annual
report. The total carbon emission is offset by means of carbon credits.
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