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(B) Policy applicable prior to 1 January 2019

In the comparative period, where the group had the use of assets held under operating leases,
payments made under the leases were charged to profit or loss in equal instalments over the
accounting periods covered by the lease term, except where an alternative basis was more
representative of the pattern of benefits to be derived from the leased asset. Lease incentives
received were recognised in profit or loss as an integral part of the aggregate net lease payments
made. Contingent rentals were charged to profit or loss in the accounting period in which they were
incurred.

Impairment of accounts receivable

The HKFI recognises a loss allowance for expected credit losses (ECLs) on the account receivable
measured at amortised cost.

Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the present
value of all expected cash shortfalls (i.e. the difference between the cash flows due to the HKFI in
accordance with the contract and the cash flows that the HKFI expects to receive).

The maximum period considered when estimating ECLs is the maximum contractual period over which
the HKF1 is exposed to credit risk.

In measuring ECLs, the HKFI takes into account reasonable and supportable information that is available
without undue cost or effort. This includes information about past events, current conditions and forecasts
of future economic conditions.

ECLs are measured on either of the following bases:

- 12-month ECLs: these are losses that are expected to result from possible default events within the 12
months after the reporting date; and

- lifetime ECLs: these are losses that are expected to result from all possible default events over the
expected lives of the items to which the ECL model applies.

Significant increases in credit risk

In assessing whether the credit risk of a financial instrument has increased significantly since initial
recognition, the HKFI compares the risk of default occurring on the financial instrument assessed at the
reporting date with that assessed at the date of initial recognition. In making this reassessment, the HKFI
considers that a default event occurs when (i) the borrower is unlikely to pay its credit obligations to the
HKFI in full, without recourse by the HKFI to actions such as realising security (if any is held); or (ii) the
financial asset is 90 days past due. The HKFI considers both quantitative and qualitative information that
is reasonable and supportable, including historical experience and forward-looking information that is
available without undue cost or effort.

In particular, the following information is taken into account when assessing whether credit risk has
increased significantly since initial recognition:
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- failure to make payments of principal or interest on their contractually due dates;

- an actual or expected significant deterioration in a financial instrument’s external or internal credit rating
(if available);

- an actual or expected significant deterioration in the operating results of the debtor; and

- existing or forecast changes in the technological, market, economic or legal environment that have a
significant adverse effect on the debtor’s ability to meet its obligation to the HKFI.

ECLs are remeasured at each reporting date to reflect changes in the financial instrument’s credit risk
since initial recognition. Any change in the ECL amount is recognised as an impairment gain or loss in
profit or loss. The HKFI recognises an impairment gain or loss for all financial instruments with a
corresponding adjustment to their carrying amount through a loss allowance account, except for
investments in debt securities that are measured at FVOCI (recycling), for which the loss allowance is
recognised in other comprehensive income and accumulated in the fair value reserve (recycling).

Basis of calculation of interest income

Interest income recognised in accordance with note 2(f)(i) is calculated based on the gross carrying
amount of the financial asset unless the financial asset is credit-impaired, in which case interest income is
calculated based on the amortised cost (i.e. the gross carrying amount less loss allowance) of the financial
asset.

At each reporting date, the HKFI assesses whether a financial asset is credit-impaired. A financial asset
is credit-impaired when one or more events that have a detrimental impact on the estimated future cash
flows of the financial asset have occurred.

Evidence that a financial asset is credit-impaired includes the following observable events:

- significant financial difficulties of the debtor;

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

- it becoming probable that the borrower will enter into bankruptcy or other financial reorganisation;

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

- the disappearance of an active market for a security because of financial difficulties of the issuer.
Write-off policy

The gross carrying amount of a financial is written off (either partially or in full) to the extent that there is no
realistic prospect of recovery. This is generally the case when the HKFI determines that the debtor does
not have assets or sources of income that could generate sufficient cash flows to repay the amounts
subject to the write-off.

Subsequent recoveries of an asset that was previously written off are recognised as a reversal of
impairment in profit or loss in the period in which the recovery occurs.
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(9)

(h)

(i)

0

Employee benefits

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.

The HKFI's contributions to defined contribution retirement schemes are expensed as incurred and are
reduced by contributions forfeited by employees who leave the scheme prior to vesting fully in the
contributions. The assets of the schemes are held separately from those of the HKFI in independently
administered funds.

Inventories
Inventories are stated at the lower of cost and net realisable value.
Provisions and contingent liabilities

Provisions are recognised for other liabilities of uncertain timing or amount when the HKFI 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.

Current and deferred taxation

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 statement of profit
or loss and other comprehensive income except to the extent that they relate to items recognised in other
comprehensive income or directly in equity, in which case the relevant amounts of tax are recognised in
other comprehensive income or directly in equity, 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 certain limited exceptions, 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. Future taxable profits that may support the recognition of deferred tax assets arising from
deductible temporary differences include those that will arise from the reversal of existing taxable
temporary differences, provided those differences relate to the same taxation authority and the same
taxable entity, and are expected to reverse either in the same period as the expected reversal of the
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(k)

(1)

deductible temporary difference or in periods into which a tax loss arising from the deferred tax asset can
be carried back or forward. The same criteria are adopted when determining whether existing taxable
temporary differences support the recognition of deferred tax assets arising from unused tax losses and
credits, that is, those differences are taken into account if they relate to the same taxation authority and
the same taxable entity, and are expected to reverse in a period, or periods, in which the tax loss or credit
can be utilised.

The carrying amount of a deferred tax asset is reviewed at the end of each reporting period and is reduced
to the extent that it is no longer probable that sufficient taxable profits will be available to allow the related
tax benefit to be utilised. Any such reduction is reversed to the extent that it becomes probable that
sufficient taxable profits will be available.

Deferred tax assets are recognised only to the extent that it is probable that future taxable profit will be
available against which the temporary differences and taxation losses can be utilised.

Cash and cash equivalents
Cash and cash equivalents include cash in hand, deposits held at call with banks, other 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 original maturity of three months or less.
Related parties
(@) Aperson, or a close member of that person’s family, is related to the HKFI if that person:

(i) has control or joint control over the HKFI;

(i) has significant influence over the HKFI; or

(iii) is a member of the key management personnel of the HKFI.

(b) An entity is related to the HKF1 if any of the following conditions applies:

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

(i) 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 HKFI or
an entity related to the HKFI;

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

(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).
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(a

(b)

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.

Financial risk management

Exposure to credit, liquidity, interest rate and currency risks arises in the normal course of the HKFI’s
operations.

The HKFI’s exposure to these risks and the financial risk management policies and practices used by the
HKFI to manage these risks are described below:

Credit risk

The HKFI's credit risk is primarily attributable to cash and cash equivalents and deposits with original
maturity of more than three months. Cash and cash equivalents and deposits with original maturity of
more than three months are deposited with a number of reputable and creditworthy banks. The HKFI
considers there is a minimal risk associated with the deposit balances held by these banks.

The maximum exposure to credit risk is represented by the carrying amount of each financial asset in the
statement of financial position.

Liquidity risk

The HKFI’s policy is to regularly monitor its liquidity requirements, to ensure that it maintains sufficient
reserves of cash to meet its liquidity requirements in the short and longer term.

The following table shows the remaining contractual maturities at the end of the reporting period of the
HKFI’s financial liabilities, which are based on contractual undiscounted cash flows (including interest
payments computed using contractual rates or, if floating based on rates current at the end of the reporting
period) and the earliest date the HKFI can be required to pay.

2019 Contractual undiscounted cash outflow
No stated Carrying
maturity or 1-6 6-12 More than amount at
on demand months months 12 months Total 31 December
$000 $000 $000 $000 $000 $000
Accounts
payable and
accrued charges - 8,868 - - 8,868 8,868
2018 Contractual undiscounted cash outflow
No stated Carrying
maturity or 1-6 6-12 More than amount at
on demand months months 12 months Total 31 December
$°000 $°000 $°000 $°000 $'000 $'000
Accounts
payable and
accrued charges - 12,752 - - 12,752 12,752
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(c)

(d)

(e

(a

Interest rate risk

The HKFI's only interest bearing financial instruments are balances with banks, which bear interest at
market rates. Hence the HKFI's income and operating cash flows are not subject to significant interest
rate risk.

Currency risk

The HKFI's functional currency is Hong Kong dollars (“HKD”). As the HKFI's financial instruments are
mainly denominated in HKD, management does not consider there to be any significant currency risk
associated with them.

Capital Management

The HKFI defines “capital” as its accumulated surplus.

The HKFI’s objectives when managing capital are to maintain its ability to continue as going concern to
fulfill its statutory obligation under the Hong Kong Companies Ordinance and to maintain adequate capital
for the purpose of maximising its operational efficiency. The HKFI regularly reviews and manages its
capital to ensure adequacy for both operational and capital needs.

There were no changes in the HKFI’s approach to capital management during the year.

Accounts receivable, prepayments and deposits

2019 2018

$ $

Accounts receivable 2,122,171 2,068,083
Prepayments 1,232,849 713,659
Deposits 51,460 24,590
3,406,480 2,806,332

Income tax in the statement of profit or loss and other comprehensive income

Hong Kong Profits Tax has been provided at the rate of 8.25% (2018: 16.5%) on the estimated assessable
profit for the year.

Taxation in the statement of profit or loss and other comprehensive income represents:

2019 2018
$ $

Current tax - Hong Kong Profits Tax
Over-provision in respect of prior years - -
Deferredtax
Origination and reversal of temporary differences = 98,984
- 98,984
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(b) Reconciliation between tax expense and the (deficit)/surplus at applicable tax rates:

2019 2018

$ $

Surplus/(deficit) before taxation 7,650,047 (4,084,688)
Notional tax on surplus/(deficit) before taxation,

calculated at the applicable tax rate 631,128 (508,974)

Tax effect of non-taxable income 6,467 (160,609)

Tax effect of non-deductible expenses (118,899) 40,350

Tax effect of unused tax losses not recognised (487,914) 728,217

Actual tax expense 30,782 98,984

6 Deferred tax assets

The component of deferred tax assets recognised in the statement of financial position and
movement during the year are as follows:

2019 2018
$ $
Accelerated depreciation allowances
At 1 January - 98,984
Taxation charged to the statement of profit or loss and
other comprehensive income - (98,984)

At 31 December - -

7 Leasehold land

The HKFI’s interests in leasehold land represent prepaid operating lease payments and their net book
values are analysed as follows:

2019 2018
$ $
In Hong Kong held on:
- Leases of 50 years 6,602,759 6,847,305
2019 2018
Cost: $ $
As at 1 January and 31 December 11,249,142 11,249,142
Accumulated amortisation - HKFRS 16:
As at 1 January 4,401,837 4,157,291
Charge for the year 244 546 244 546
As at 31 December ...4,646,383 ..4,401,837
Net book value:
As at 31 December 6,602,759 6,847,305
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Deposits with original maturity of more than three months and cash and cash equivalents

2019 2018

$ $

Deposits with banks with original maturity of more than three months 44,000,000 60,000,000
Deposits with banks with original maturity of up to three months 25,000,000 5,900,000
Cash at bank and on hand 10,445,454 10,174,096
Cash and cash equivalents 35,445,454 16,074,096

Governing Committee members’ emoluments

During the years ended 31 December 2019 and 2018, no amounts have been paid in respect of Governing
Committee members’ emoluments, pensions or for any compensation in respect of the services provided

by the Governing Committee members.
Related party transactions

The following transactions were carried out with related parties during the year:

2019 2018
$ $

Management and administration support fees
received from the ICB (note (a)) 2,700,000 2,257,000

Management and administration support fees
received from the ECIRSBL (note (b)) 1,223,000 1,191,147
3,923,000 3,448,147

Notes:

(@) The HKFI incurs costs on behalf of the ICB. The above fees are reimbursements of actual and

shared costs determined by a contract renewable annually.

(b) The HKFI incurs costs on behalf of the ECIRSBL. The above fees are reimbursements of actual

and shared costs determined by a contract renewable annually.

(c) The HKFI provided certain administration services to the HKFIET at no cost (2018: Nil).

(d) The HKFI received subscriptions amounting to HKD 13,124,250 from its members during the year

ended 31 December 2019 (2018: HKD 12,677,570).
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12 Possible impact of amendments, new standards and interpretations issued but not yet
effective for the year ended 31 December 2019

Up to the date of issue of these financial statements, the HKICPA has issued a number of amendments
and new standards which are not yet effective for the year ended 31 December 2019 and which have not
been adopted in these financial statements. These include the following which may be relevant to the

HKFI.
Effective for
accounting periods
beginning on or after
Amendments to HKFRS 3, Definition of a business 1 January 2020
Amendments to HKAS 1 and HKAS 8, Definition of material 1 January 2020

The HKFI is in the process of making an assessment of what the impact of these amendments and new
standards is expected to be in the period of initial application. So far the HKFI has concluded that the
adoption of them are unlikely to have a significant impact on the HKFI’s results of operations and financial
position.
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