
 

Ref: ED‐2019025 
 
2 January 2020 
 
Mr Anthony Chu 
Clerk, Public Accounts Committee 
Legislative Council Complex 
1 Legislative Council Road 
Central, Hong Kong 
 
 
Dear Mr Chu, 

 
Public Accounts Committee 

Consideration of Chapter 2 of the Director of Audit’s Report No. 73 
Provision of consultancy, research and development and training services   

by the Hong Kong Productivity Council 
 
As required under your  letter with reference  (CB4/PAC/R73) dated 19 December 2019, the relevant 
information and attachments relating to Case 1 in Paragraph 2.24 are provided as below:   

 

In Case 1, HKPC was commissioned to develop a new type of portable water vaporised air conditioner 
by a client. It was hoped that this project will help to further enhance HKPC’s capabilities and build up 
the track record in provision of one‐stop solution for clients in value‐added new product development 
from  feasibility  study,  prototyping  to  engineering  sample  as well  as whole manufacturing  process, 
tooling and equipment development. Due  to  the  lack of precedence  for developing  this  type of new 
product, both parties were unable to define the specifications of the new product  in the agreement, 
and later whilst the product was developed according to the client’s requirements, the project became 
more complicated than HKPC’s original anticipation. As a result, the project progress was unsatisfactory 
to  the client. HKPC  finally proposed  to  the client  to  terminate  the project and provided a  full refund 
with mutual agreement. HKPC acknowledged that the arrangement under this case was not ideal, and 
will learn from it to improve the project risk management in future. 
 

(a) For the copy of the project agreement signed between HKPC and the client, please refer to 
attachments “a1”, “a2”, and “a3”.   
 
There was  no  specific  clause  in  the  project  agreement  governing  variations  in  the  client’s 
request. 
 
Under normal circumstances, if the client proposed changes to project requirements, this will 
be considered as a modification  to  the agreement, and HKPC will charge  the client  for any 
additional costs.   
 
However,  in Case 1, HKPC’s project proposal did not clearly define the specifications of the 
product  but  only  listed  out  the  “Tentative/TBC”  specifications.  Multiple  product  design 
changes proposed by the client were made before the confirmation of the final specifications, 
but  the  proposed  design  changes  did  not  go  beyond  the  scope  listed  in  the  tentative 
specification  in  the  proposal,  therefore  their  suggestions  and  requests  could  not  be 
considered as variations to the agreement. 

APPENDIX 27 

*Note by Clerk, PAC:  
Attachments a2 and a3 not attached. 
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(b) Prior  to  signing  the  agreement  with  the  client,  the  project  team  carried  out  relevant 
feasibility study, including the analysis as below: 

 

 Benefits  to  HKPC  from  this  project:  Project  background  document  (attachment  “b1”) 
illustrated  the  background  and  justifications  for  the  Director  of  HKPC  to  approve  this 
project.  In attachment “b1”, Paragraph 7 explained  that: “This project will  support  local 
startup company to develop a new type portable water vaporized air conditioner that can 
reduce  energy  consumption during  summer”  and  the  project  “will  also help  to  further 
enhance HKPC capabilities and build up our track record in provision of one‐stop solution 
for  manufacturers  in  value‐added  new  product  development  from  feasibility  study, 
prototyping  to engineering  sample as well as whole manufacturing process,  tooling and 
equipment development”.   

 

 Project  risk  assessment:  Project  team  completed  the  project  risk  assessment  table 
(attachment “b2”) which provided analysis to the Director of HKPC on the level of project 
risk.  In  the  project  risk  assessment,  out  of  a  total  of  4  risk  criteria,  Resource  Risk  and 
Schedule Risk were rated with a risk score of 3 (scale from 1 to 4 with 4 representing the 
highest risk); Technical Risk and External Risk were rated with a risk score of 2. A risk score 
of 2 and 3 are classified as moderate risk. Justifications/mitigations were mentioned in the 
project risk assessment for the two criteria with a risk score of 3. 

 

 Project  cost:  Cost  calculation was  done  by  the  project  team  (attachment  “b3”).  The  total 
amount charged by HKPC in this project was equal to the sum estimated in the costing sheet. 

 
(c) The  document  submitted  by  the  project  team  to  the  Director  of  Digital  Branch  seeking 

approval  to  terminate  the  project  is  listed  in  attachment  “c1”.  That  document  had  been 
reviewed, approved and signed by the Director of Digital Branch (the signature on document 
“c1”  has  been  redacted).  The  settlement  agreement  (see  attachment  “c2”)  prepared  by 
HKPC’s  internal  legal  department,  with  arrangement  to  refund  HK$400,000  and  the 
semi‐finished deliverables  to  the client, and was mutually agreed with signature  from both 
the Director of Digital Branch and the client. 

 
(d) The requests from the client to change the product design (as described  in point (a) above, 

within the scope of the agreement) increased the technical difficulties to develop the product, 
resulting  in the overrun of the estimated man‐hour.  In October 2018, at the time when the 
project  team  suggested  to  terminate  the  project,  a  total  cost  of  HK$254,286  had  been 
incurred,  in which man‐hour  cost was HK$230,992  (which  accounted  for  58% of  the  total 
budgeted man‐hour  cost  in  this project).  The entire project was planned  to be  completed 
within 12 months and was divided into four stages. Stage 1 was planned to be completed in 
the middle of May 2018. However, as the project team required additional time to implement 
the client's requests to change the product design, as of October 2018, Stage 1 of the project 
was still not completed yet, which meant the project was severely delayed for 5 months. 
 
During  the  implementation  of  the  first  stage,  the  project  team  provided  semi‐finished 
deliverables in batches, including 3D printed mock up parts, design drafts, and control circuit 
board size drawings  for seeking client’s acceptance,  in accordance with  the  requirement of 
the project agreement. 
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By the time the project was terminated, the mock up parts still needed to be radically modified 
before any of them could actually function, and the corresponding design drafts also could not 
be used without significant modifications. These mock up parts and their corresponding design 
drafts were the "semi‐finished deliverables" mentioned in the settlement agreement between 
HKPC and the client, and they could not be assembled into a prototype. 

 
As  explained  in  point  (a)  above,  the  project  proposal  did  not  clearly  define  the  technical 
specifications of  the  product,  and  the  deliverables  by HKPC project  team must  satisfy  the 
technical specifications to be finally accepted and agreed by the client. Therefore, it allowed 
the  client  to  request  for multiple  changes  in  the  product  design within  the  scope  of  the 
agreement, resulting in the increase of technical difficulties in the project (see attachment “d” 
for details on  the  technical difficulties).  In addition, some of  the  technical challenges might 
not be resolvable directly which meant identifying alternative approach would be necessary, 
and  in  either  case  led  to  extra  time  and man‐hour.  Given  that  the  project's  cumulative 
man‐hour cost had already accounted for 58% of the total estimated man‐hour cost and the 
first stage had not yet been completed,  the project's potential overrun costs were  likely  to 
significantly exceed HK$254,000. 
 
Furthermore,  the client  (via WhatsApp and/or email) repeatedly expressed concerns  to  the 
project management staff on the progress of the project execution  in April 2018, July 2018, 
August 2018, and September 2018, emphasising  that  the development  time of  this electric 
device was  very  critical  to  them  because  this  electric device  is  a product  for  the  summer 
season. It was very difficult for a startup SME to survive with product development cost only 
but no  sales  for  two  years. Another  reason  for  the  client  to be  very  concerned  about  the 
project  schedule  (as  illustrated by  the  client’s  email  to HKPC on  26  September  2018) was 
because  the  client  obtained  the  approval  to  showcase  this  product  in  the  Consumer 
Electronic Show  (CES)  in USA  in  January 2019. CES  is one of  the most prominent consumer 
electronic  equipment  show  in  the  world,  and  the  target market  of  this  product  is  USA. 
Furthermore,  in  the  email on 26 October 2018  from  the  client  to HKPC project  team,  the 
client  stated  their  intention  to  claim a  liability of HK$400,000  in addition  to  the  refund of 
HK$400,000 to compensate for the loss of time in this product development. 
 
To minimise the cost  impact on HKPC, and considering the project execution schedule could 
not meet the client’s requirement, HKPC project team decided to propose to terminate the 
project. The Director of the Digital Branch eventually approved the project team’s request to 
terminate the project, and invited the internal legal counsel of HKPC to provide legal advices 
on  the  settlement  agreement.  Considering HKPC  could  not meet  the  requirements  of  the 
client and  the potential  litigation  risk,  therefore  it was decided  to provide a  full  refund of 
HK$400,000 to the client and handover the semi‐finished deliverables.   

 
(e) Please  refer  to attachments “e1” and “e2”  for  the  files  related  to  communication with  the 

client. The relevant personal privacy information has been redacted. 
 
(f) Please refer to attachment “f” for the other difficulties expected by the project team. 
 
(g) According  to HKPC  Standard  Practice No  F3  (attachment  “g1”),  the Director  of  the Digital 

Branch has  the approval authority on project management of any project with value up  to 
HK$1,500,000 which  is  higher  than  the  project  value  of  HK$1,050,000  of  Case  1.  Project 
management  authority  including  quotation,  project  approval,  revision  of  project  budget, 

*Note by Clerk, PAC:  
Attachments e1 and e2 not attached. 
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project  completion, project  termination  (by  client or HKPC), etc. The Standard Practice did 
not specify the approval authority of the detail arrangement of project termination (such as 
whether to refund to the client or to allow the client to keep the semi‐finished deliverables). 
Normally,  this  kind  of  details would  be  listed  under  the  settlement  agreement  after  the 
negotiation with the client, and will be signed by the officer who had approved the project 
termination (same arrangement as in Case 1). HKPC believes this arrangement is reasonable. 
 

In summary of the  improvement areas as  illustrated by Case 1: the project agreement did not clearly 
define the product technical specifications mutually acceptable to both parties; the absence of definite 
technical specifications significantly increased the potential technical risks; the project risk assessment 
carried out at the beginning significantly underestimated the technical risks, and thereby the potential 
extra costs and project execution  time. Besides,  the document submitted by  the project team  to  the 
Director of Digital Branch  seeking  for approval  to  terminate  the project did not  clearly describe  the 
details of the whole incident. HKPC will take this lesson learnt to improve project risk management. 
 
 
Please feel free to contact me if you have any question about the information provided. 
 
 
Yours sincerely, 

 
 
 
 
 

Mohamed D. Butt 
Executive Director 
Hong Kong Productivity Council 
 
 
 
c.c.  Secretary for Innovation and Technology   

Commissioner for Innovation and Technology   
Secretary for Financial Services and the Treasury   
Director of Audit (Attention: Mr. Anthony Lo, Senior Auditor) 
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d – 項目詳細技術困難 

項目詳細技術困難 

 

客戶需求：減少 40％產品重量 

 

選擇更輕盈和堅固的物料 

 戶外使用產品，外殼需要具備以下機械強度  (拉伸強度 Tensile Strength 

> 400kg/cm^2 ，硬度  Hardness > R scale 100，衝擊強度 Impact Strength 

>15 J/m) 

 需要符合 ASTM D785, ASTM D638, ASTM D256的強度要求 

 需要耐 UV，符合 ASTM G154 UV燈照射測試標準 

 需要符合 ASTM D5276，8個方向 2m跌落測試標準 

 因此選擇材料會有一定限制 

 

減少塑膠厚度 

 由於產品零件較為複雜，加上需要縮減產品外殼的厚度，以達致減重

的目的因此對模具和注塑機有高要求 

 多個零件需要特殊的分模和多邊行位，為了避免零件出現毛口，飛邊

等情況，注塑機需要有充足，而平均的合模壓力避免在注塑中出現漏

膠的情況。 

 由於減少塑膠厚度容易令塑膠在填充時冷卻，因此塑膠需要在高溫高

壓和高速的狀態下注射進模具內，以確保塑膠在冷卻前完成澆注。 

 為免高壓注射令產品內應力增加，引致產品工件在生產後爆裂，因此

在冷卻後還需要使用退火處理，以確保產品的質量和尺寸。 

 縮減塑膠厚度容易令塑膠在冷卻時變形，因此需要先進隨形冷卻技術，

才能確保塑膠能均勻冷卻。 

 

取消重疊牆壁的設計 

 需要重新修正產品的氣道和水道，由於修正後一些氣道和水道會放在

外殼的內則，一些扣模的部分需要分件製造，需要更複雜的模具處理

內則結構，同時要考慮模具中的內行位抽離方向和距離，增加模具設

計和製作的難度。 

 為使產品在戶內及戶外都能使用，產品不可以漏水，漏氣或入砂。產

品需要根據 IP 67的防水要求設計(完全防塵及在 1米的水底抵禦 30分

鐘不進水)；但取消重疊牆壁，需要把氣道和水道分段製作，容易因為

塑膠收縮而出現漏水，漏氣或入砂的問題。 
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d – 項目詳細技術困難 

 

改善氣流率(Air Flow Rate)及水份蒸發率(Water Vaporised Rate) 

 

水泵設計 

 客戶的水泵設計不能通過標準測試(HKPC Test)，需要開發新的泵設

計。 

 需要考慮水泵的防水問題，需要根據 IP 67或以上的標準設計水泵以

防止水份(完全防塵及在 1米的水底抵禦 30分鐘不進水)進入馬達引發

故障。 

 客戶要求水泵需要在 2,800 rpm 以上的速度連續使用 3,000小時，因

此對於馬達的設計難度和傳動部件負荷要求增加。   

 產品在不同方向擺放時水泵也需要正常運作，另外在戶外手提使用時，

水流不是靜止的狀態，水流供應不穩定，為了霧化器有穩定的水份供

應，水泵最少在每分鐘供應需要每分鐘 1公升的水量。 

 由於產品是手提產品，水泵的尺寸需要設計在 30×30×30 mm以內  (市

面上的功能和價格相似的產品尺寸大約在 30X30X45mm)，這樣對於水

泵的功能和設計有很大的障礙。   

 水泵需要放在水箱內，而且需要完全防水，零件和外殼不可生銹。 

 由於水泵的馬達需要長期運作，為防止水泵過熱影響運作，因此需要

散熱的設計。 

 

風扇馬達設計 

 風扇馬達需要在 2,900 rpm 以上的速度連續使用 3,000小時。 

 馬達需要耐用、輕巧、尺寸小。 

 馬達需要通過 EMC電磁測試，RoHS (The Restriction Of The Use Of 

Certain Hazardous Substances In Electrical And Electronic Equipment危害

性物質限制指令)測試。 

 

模組化水箱及控制箱設計 

 需要重新設計產品的外殼，由於控制箱，外殼和水箱設計需要分離，

其外殼連接的曲面需要在組裝後完全連貫，這對於模具製作和生產是

一個很大的考驗，塑膠在注塑後，在冷卻時會有不同程度的收縮，零

件的收縮會根據產品的結構，支撐和外殼的厚薄會有所不同。零件需

要在注塑後放在特製的支架上冷卻。 
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d – 項目詳細技術困難 

 由於是戶外產品，設計需要考慮防水問題，根據 IP 67或以上的防水

標準(完全防塵及在 1米的水底抵禦 30分鐘不進水)，設計產品。防止

水和塵在模組之間的隙罅滲入，影響產品的操作。 

 需要有防錯設計(Fool Proof design)，特別是水箱連接處，霧化器等的

安裝，不能因為使用者安裝失誤而引發漏水。 

 產品設計需要穩定，尤其是信號傳輸的部份，不可以因為產品震動而

發生號故障。 

 產品的生產時需要有嚴格的尺寸和公差，塑膠零件公差需要控制在 0.1 

mm內，工件配合不能過鬆或過緊。使用時會出現搖晃。 

 產品設計需要有清晰的指示和對位設計，以方便使用者準確地安裝。 

 
 

產品可靠性 

開發獨立的電池為風扇和其他設備充電 

 電池需要通過震動、熱衝擊、潮濕環境、物理撞擊、短路、過充過放

等，根據 ISO 12405‐1、‐2、‐3的測試。 

 由於產品是戶外使用的產品，電池外殼設計需要防水，防止水分進入

引致短路。 

 由於產品是戶外產品，電池外殼需要通過跌落測試，防止電池因為跌

落和衝擊而損壞。 

 電池外殼需要以模組化的方法固定在產品上，產品設計需要有清晰的

指示和對位設計，以及防錯提示(fool proof design)，以方便使用者準確

地安裝電池。 

 由於電池需要獨立為其他電子產品充電，因此電池需要通過 universal 

serial bus（USB）標準的性能要求，同時具備保護線路，防止電池因為

充放電引發故障。 

 

*Note by Clerk, PAC:  Chinese version only. 
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f –  預期會遇到的其他技術困難 

 

如項目需要繼續進行，必須先克服附件 d 所列出的所有詳細技術困難，方可進

行此步驟。當中包括： 

 

原型製造、設計驗證及工程樣板 

 即使所有零件能通過個別性能測試，也不能保證組裝成原型後能通過整體

功能驗證，因此部分零件可能需要從新設計。 

 雖然設計圖能確保產品可以順利生產和安裝，但是產品為手提的戶外產品，

因此需要製作多次的工程樣板讓客戶測試產品的重量、重心，和使用的手

感。 

 根據設計圖紙以生產時的物料製作工程樣板，組裝工程樣板確保模組化的

設計安裝正常；安裝後和客戶確認產品的重量、重心、和手感。 

 尋找多名非工程人員為產品模組安裝測試，以確保一般使用者能成功安裝

模組化產品。 

 

最終測試 

 為工程樣板進行 ASTM D5276，2m 跌落測試。 

 為工程樣板進行 ASTM G154，UV 測試。 

 在工程樣板進行產品耐用測試。 

 在工程樣板進行 EMC 電磁測試。 

 根據 ISO 12405-1,-2,-3 和 usb 標準為電池進行震動、熱衝激、潮濕環境、

物理撞擊、短路、過充過放等測試。 

 

模具生產 

 根據產品零件制定合適的模具生產方法。 

 根據每一件產品零件的特性和物料製作合適的模具，並決定合適的注塑機，

由於外殼厚度較簿，為免外殼變形，產品需要以先進的隨形冷卻技術輔助

冷卻。 

 由於部份零件十分複雜，部份的零件需要以注塑機加上急冷急熱系統進行

生產，模腔內的溫度隨著產品的注射進度而改變，以確保產品的轉寫率。 

 透光的零件需要與光學零件的專用注塑機進行生產，並嚴格監控原材料，

在原料的運輸和安裝過程中需要乾燥，防止氣紋和水紋的出現，以確保光

學件的質素。 

*Note by Clerk, PAC:  Chinese version only. 
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Standard Practice No.: F3
Subject: Project Management
Prepared by: Finance and Procurement Division
Date issued: (dd/mm/yyyy) 7/8/2018
Supersedes that issued on: 30/11/2017

Policy

1. The Council strives to exhibit quality project management meeting the expectation of corporate
governance and management efficiency.

Objective

2. The Standard Practice depicts the principle and guidelines on project management so as to
ensure the project initiation, planning, execution, controlling and completion processes are
properly carried out.

3. Timely and accurate project management in a transparent and documented manner help alert
project managers and the management to the Council’s business operations and financial
performance.

Principle

4. As the Council engages in projects of very diverse nature, the system and process stipulated
herewith on project management serves to provide broad guidance only.  Staff, particularly
project managers, should exercise their professionalism and due judgment reasonably in
managing details connected with overall project management even if those details are not
explicitly stated in the Standard Practice.

5. Project managers (who must be at Consultant rank or Senior Project Officer rank or above) are
responsible for the overall relevance, accuracy and timeliness of the project activities related
information contained in the Council’s enterprise resources planning (ERP) system.

Regulations

6. Details required for project management are set out in the “Guidance Notes on Project
Management”.
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(a) project should be properly approved by management in accordance with internal approval

matrix (paragraph 7 below); and

(b) Project details and milestones should be recorded in the ERP system in accordance with

the agreed proposal with the client and the signed agreement with client.

Project Approval Authorities 

7. Project approval authorities are in accordance with project value as listed in the table below.

Table of Project Approval Authorities 

Project Value* Approved By 

Above HK$1,500,000 Executive Director 

Up to HK$1,500,000 Branch Director 

Up to HK$500,000 General Manager 

* Project value refers to the estimated income or estimated cost, whichever is the higher.

Commencement Date 

8. The Standard Practice will commence on the date of its promulgation.

Related Guidance Notes, Appendices and Forms 

Guidance Notes on Project Management 

Appendix A: Project Definition 

Appendix B: Table of Credit Note Approval Authorities. 

Appendix C: Table of Timesheet Approval Authorities. 

Certificate of Project Completion (CPC) Template 

Issued by: Executive Director Issued to: All Staff Member 
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Guidance Notes on Project Management 

Classification of Project Type 

1. HKPC has a duty to report on the kinds of activity it engaged and so project is classified

according to its nature. Project has to be set up according to its Type, or Business Area, in

ERP system.

2. Definitions and details reference on Business Areas are listed in Appendix A (“Project

Definition”) of this Guidance Notes.

Project Approval Authority 

3. For each project, there are only one Project Manager (PM) and maximum two Deputy Project

Managers (DPM). PM has responsibility on the project management and maintenance of

project information in ERP. PM and DPM must be either Associate Consultant / Senior

Project Officer Grade or above. If a project involves more than one unit, there should have

one PM and not more than 2 DPMs in each unit.

4. Before releasing the project proposal to client, PM is required to upload and input the

following to ERP:

(a) Enter the preliminary project financial information into the quotation summary with

management approval (as per Project Approval Authority)

(b) attach a draft project proposal

FPD will validate the above information in ERP. 

5. If the client accepts the proposal, PM is required to upload and input the following to ERP:

(a) Signed Agreement and other relevant documents

(b) Project details (Work Breakdown Structure and Easy Cost Planning)

(c) Billing Schedule (Billing Plan and Billing Request)

(d) Staff Cost and Other Cost projected to end of project (Period Split)

(e) Manpower planning (Capacity Planning and Personnel Assignment)

Then PM should submit the project to management for acceptance and FPD validation in 

ERP. 
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6. For Low Value project with value up to HK$100,000 and project duration not exceeding 3

months, the project could be approved and accepted in one step with simplified project

information:

(a) Project details (Work Breakdown Structure and Easy Cost Planning)

(b) Billing Schedule (Default at the beginning of the project)

(c) Manpower planning (Personnel Assignment only)

Then PM should upload signed agreement and submit the project to GM for acceptance and 

FPD validation in ERP. 

7. If the project is cancelled or rejected by client, PM should obtain approval from management

per Table of Project Approval Authorities and change the project status according to the

approval workflow in ERP.

Billing plan and payment terms 

8. Once billing plan is confirmed on project acceptance, PM cannot change the billing schedule

in ERP without GM approval. Should the billing schedule be revised, either in billing amount

or postpone in billing date, PM should provide supporting document in ERP to justify the

revision with approval from GM. FPD will then validate the billing schedule in ERP

accordingly.

9. Exception to paragraph 8 above is allowed for amendment in billing plan:

(a) GA and CB type project, for internal monthly income recognition

(b) Billing for Patent / Trademark application

(c) CG, SA, SB, SC, and TA type project.

10. Invoice will be sent to client by FPD as per billing plan. Credit note can only be issued upon

request from PM with justification and approval from management per Appendix B.

11. Payment terms and payment schedule must be included in the project plan in ERP. Deposit

payment is required as per SP F1 (Deposit/Payment).

Project costs 

12. For staff cost, PM applies standard staff cost rate as per Standard Practice (SP) F7 (Pricing)

on estimated working hours for the staff.

13. Staff needs to fill out timesheet and submit to GM for approval. Timesheet submission and

GM approval should be done at least once a week during the month and before weekly cut-

off day. Timesheet submission and GM approval should be done no later than the last day of
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the calendar month. 

14. For Out of pocket project expenses such as travelling cost, this should be complied with SP

A5 (Official Expenses).

15. As part of project opening validation, PM should declare on whereby assets purchased for a

project will remain with HKPC and become HKPC’s own fixed asset during or at the end of

the project.

Amendment of project plan, budget, and project end date extension 

16. PM and project members should execute the project as per project plan. If there is any

foreseeable deviation, the project plan in ERP should be amended.

17. Project fee should be amended in ERP if the project scope is increased due to additional jobs.

18. If the actual outlay booked is more than the project budget, no further purchase requisition or

purchase order can be processed. PM should provide justification and revise the project

budget in ERP accordingly. In case the revision of the project budget will exceed 20% in each

category at WBS Level (or as per the respective Government Funding Guideline, which may

allow for a higher percentage) of the original budget, or result in higher total Project Cost,

PM should obtain management approval per Table of Project Approval Authorities (except

for cross unit budget transfer under the same line item).

19. If the estimated end date of the project is required to be extended, PM should obtain

management approval per Table of Project Approval Authorities with justification and client’s

consent to the extension of the project end date. Relevant supportive document should be

attached to ERP.

20. Percentage Of Completion (POC%) indicates the portion of work completed.  It is calculated

automatically in ERP based on actual total cost incurred against estimated total cost of the

project. The information is used for the calculation of deferred income.

Project completion 

21. CDD coordinates with PM to issue a Project Satisfaction Poll and record the feedback in ERP

as per Standard Practice G9 PSP.
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22. As soon as the deliverables are performed, all other outstanding items such as outstanding

purchase order and staff claim should be cleared and the project should be completed in ERP

within 3 months (except for government funding scheme projects, within 12 months.)

23. PM should analyze and report income and cost variances during project execution.  Post

project review report should be prepared and uploaded to ERP if, the income or total cost

variance is more than 5% or above HKD10,000 against budget, whichever is higher; or actual

recovery is below 100%.

24. Upon project completion, PM should declare on whereby assets# purchased for a project will

be delivered to client or remained at HKPC.

#Assets include fixed assets (defined under SP A06/01) and low-value moveable items 

(defined under SP A06/05). 

PM should transfer assets declared in paragraph 15, or fixed assets come into existence 

incidental to project execution, to HKPC’s own fixed asset pool upon project completion. 

25. PM should attach a “Certificate of Project Completion” (CPC) confirmed and signed by client

in ERP upon project completion. CPC should be obtained before the final billing as per the

Agreement (except final billing will be issued before final project deliverables per

Agreement). The CPC is not required in the following circumstances:

(a) Project value not exceeding HK$50,000

(b) Government Funded Project (e.g. GA, CB type and BUD project)

(c) Projects from Hong Kong Government Departments

(d) Project under PAG Scheme

(e) Multi-client project (SA and TC)

(f) Internal projects (IA, IB and IC)

(g) In-Class Training (e.g. TA type)

(h) Projects from WFOEs

26. When all outstanding items are cleared, PM submits the project for completion to

management for approval per Table of Project Approval Authorities. Then FPD validates the

project completion process.

Project termination 

27. Project termination is defined as any on-going project being terminated by either the client or

HKPC before its completion.
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28. PM submits justification for termination request and management approves as per Table of

Project Approval Authorities.

Value-added Content Consideration 

29. HKPC provides value-added services to its clients through direct consulting services instead

of by trading equipment and/or subcontracting its services to third parties. To maintain a

reasonable level of staff contribution in each project, the staff cost assigned to a project should

be no less than 30% of the total project cost.

30. Government Funded projects (GA, CB), Study Mission (TC) and Patent projects are

exempted due to their inherent high third-party costs.

31. If the above requirement is not met, approval is required as per table of project approval

authorities. The following factors may be considered before granting approval- 

(i) to secure business from a new client;

(ii) the project concerned is considered a stepping stone to more consultancy projects;

(iii) the overall risks and opportunities trade-off to HKPC; and

(iv) any other valid justification.

Project Risk Assessment and Contingency Expense 

32. As a prudent risk management measure, divisions should, if circumstances warrant, include

contingency expenses within their project cost estimation to protect HKPC from any

unnecessary exposure to financial loss. In so doing, divisions should take into account the

following factors-

(i) the special nature of the product, for example, whether the project involves unpredictable

level of novelty; whether HKPC has little or no prior exposure in such projects, etc.;

(ii) the scale of the project, for example, whether the overall project sum is of an inordinate

scale and therefore certain margin of errors should be allowed;

(iii) the complexity of the project, for example, whether the project is highly complex

whereby the satisfactory delivery of the project is beyond the control of HKPC (such as

involving many different business partners and stakeholders);

(iv) the duration of the project, for example, whether the project lasts over an extended period

of time; and/or
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(v) other miscellaneous factors such as staff cost increment, fluctuation in inflation rate,

currency exchange rate; or any other regional or global financial situation that poses

unpredictable financial risks.

33. Should the risk factors determining the contingency expense do not eventuate at the end of

the project, the contingency portion would be retained by HKPC for future development need.

34. PM should explicitly provide a statement at the inception of a project that he/she has assessed

any expected risk, either financial or non-financial in nature, in engaging the project, and that

measure, if applicable, has been built into the project to deal with the expected risk.

35. The level of contingency expenses should under no circumstances exceed 15% of the overall

project cost.

Report to the Business Development Committee (BDC) of Council on projects funded by the 

Innovation and Technology Fund (ITF) 

36. For completed ITF projects, except those with project funding below $1M each, a final

performance review with detailed assessment of the impact created by individual projects

should be conducted within one year after project completion for submission to the BDC of

Council. This applies to ITF projects with HKPC as applicant/ co-applicant/ implementing

organization. The review should cover target achievements, industry response and new

service opportunities for HKPC.

Enquiry: 

Reviewed by: 

Issue Date : 

Manager, Management Accounting 

(ext. 5875) 

General Manager, Finance and 

Procurement; and  

Director, Corporate Services 

7 August 2018 

Issued to: All Staff Member 
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Appendix B 

Table of Credit Note Approval Authorities 

Credit Note Value Approved By 

Above HK$100,000 Branch Director & GM/FP 

Up to HK$100,000 General Manager & GM/FP 
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Appendix C 

Table of Timesheet Approval Authorities 

Staff Approved by 

General Manager Branch Director 

Principal Consultant and Below General Manager 
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