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Introduction

THE EMPLOYEES COMPENSATION ASSISTANCE FUND BOARD (“the Board™)
was established on 1 July 1991 under the Employees Compensation Assistance
Ordinance (Cap. 365) (“the Ordinance”). It administers the Employees Compensation
Assistance Fund (“the Fund”) set up under the Ordinance and implements the
Employees Compensation Assistance Scheme for the protection of the entitlement of
employees and eligible persons to compensation and relief payments for work injuries.

The Fund is financed by a levy payable by employers when they take out employees’
compensation insurance policies. The levy, imposed under the Employees’
Compensation Insurance Levies Ordinance, is collected by the Employees’
Compensation Insurance Levies Management Board (“ECILMB”). The levy rate is
5.8%, of which 3.1% is allotted to the Board, 2.0% to the Occupational Safety and
Health Council and 0.7% to the Occupational Deafness Compensation Board.

The statutory functions of the Board are:

(a) to hold the Fund on trust and to administer it for the benefit of those eligible for
compensation under the Fund;

(b) to receive monies collected from insurers by the ECILMB;

(c) to assess and determine the eligibility of applications for assistance payments
from the Fund;

(d) to regularly advise the ECILMB on the amounts required to meet known and
anticipated claims against the Fund; and

(e) to carry out other functions assigned to it under the Ordinance.

Appointed by the Chief Executive of the HKSAR, the nine-member Board represents
various interests and professionals. It comprises:

e the chairman;

e 2 members representing employers;

e 2 members representing employees;

e 1 expert member in the practice of accounting, investment or law;

e 1 expert member in the practice of insurance; and

e 2 public officers representing the Commissioner for Labour and the Director of
Legal Aid.

Their term of office is two years and the current term commenced on 1 July 2016 and
will last until 30 June 2018.



Board Membership
(1 July 2016 - 30 June 2018)

Chairman
Ms WONG Pui-sze, Priscilla, BBS, JP
Members
Employers’ Representatives
Mr YU Shek-man, Ringo
Dr SZETO Wing-fu, Ricky
Employees’ Representatives
Ms LIU Po-chu
Mr LAM Wai-kong
Professional Representatives
Ms LAW Elizabeth, MH, JP
Mr POON Wing-fai, Jimmy
Public Officers

Mr LI Chi-chung, Simon (representative of the Commissioner for Labour)

Ms CHAN Oi-yung, Juliana  (representative of the Director of Legal Aid)



The Employees Compensation Assistance Scheme

Employees injured at work or eligible family members of deceased employees (the
“Applicants”) may apply through the Employees Compensation Assistance Scheme
for assistance payments from the Fund, which serves as the safety net of last resort to
provide for the protection of the entitlement of the applicants to compensation and
relief payments for work injuries. The Fund, through its assistance mechanism, would
only offer assistance payments to those who are unable to receive their entitlements for
employment-related injuries from employers (or insurers) after exhausting all legal and
financially viable means of recovery. Under the terms of the Scheme, the Board may
take any action it considers necessary against an employer (or insurer) to recover the
payments effected from the Fund.

Eligible Persons

Injured employees or eligible family members of deceased employees who fail to
receive employees’ compensation or common law damages for which the employer is
liable after exhausting all legal and financially viable means of recovery from the
employer (or insurer) concerned are eligible for assistance payments from the Fund.

Assistance Payments from the Fund

The following assistance payments are payable from the Fund:

e Unpaid employees’ compensation for work-related injuries or fatalities covered by
the Employees’ Compensation Ordinance (Cap. 282) (“ECO”) and the related
interests;

e Costs incurred in legal proceedings in claiming employees’ compensation; and

e Unpaid common law damages awarded in respect of such injuries or fatalities,
payable in the form of relief payments ~.

Note: According to the amendments of the Employees Compensation Assistance Ordinance in
2002, injured employees who are unable to receive common law damages from an employer
(or insurer) following an award made by the court on or after 1 July 2002 will be granted
“relief payments” instead of damages. For cases involving $1.5 million or less, a one-off
payment will be made. For cases involving more than $1.5 million, an initial sum of $1.5
million will be made, together with additional monthly payments of $10,000 or the monthly
earnings of the employee or eligible family members of the deceased employee at the time
when the injury/fatality was sustained, whichever is the higher, until the balance is paid off.



The Employees Compensation Assistance Scheme (continued)

Notification of Proceedings

Under Section 25B of the Ordinance, any person who commences legal proceedings
for claiming compensation or damages should serve on the Board a written notice of
such proceedings in a specified form not later than 30 days after the claim is filed with
the court. This enables the Board to intervene in the legal proceedings timely if it
considers appropriate to do so.

Upon receiving such a notice of the proceedings, the Board will conduct all inquiries
and investigations it sees fit. The Board may require the parties concerned or any
person connected with the claim to provide the following information or documents:

e evidence of the occurrence of the work accident;

e cvidence of the injured or deceased person’s employment status and earnings at
the time of the accident;

e acopy of the relevant employees’ compensation insurance policy;

e a Certificate of Compensation Assessment / Certificate of Review of
Compensation Assessment, or a Certificate of Compensation Assessment for
Fatal Case / Review Certificate of Compensation Assessment for Fatal Case
issued respectively under Section 16A and Section 6 of the ECO;

e acertificate of medical expenses issued under Section 10B of the ECO;

e a Certificate for Funeral and Medical Attendance Expenses / Review Certificate
for Funeral and Medical Attendance Expenses issued under Section 6 of the
ECO;

e Judgements or Orders issued by relevant courts of Hong Kong;
e certificates of costs assessment; and

e other documents that will assist the Board in its investigations.

Joining in Litigation and Negotiation for Settlement

The Board may intervene in the legal proceedings by applying to the court to be joined
as a party to the litigation. Where appropriate, it may also actively participate in
mediation or negotiate for a settlement with the claimant. This practice benefits both
parties as it enables the claimant to receive his compensation or damages earlier while
saving the Board the costs of legal proceedings and interest payments.



The Employees Compensation Assistance Scheme (continued)

Claims against the Board

An injured employee or eligible family members of the deceased employee who is
unable to claim against his employer in the following circumstances is entitled to file
with the court compensation claims against the Board as if it were the employer in
question:

e the employer cannot be identified or located; or
e the employer is insolvent; or

e the employer is dead or in the case of a company, has been dissolved, wound up
or struck off the Company Register; or

e the employer cannot be served with a summons; and

¢ the employer fails to take out a valid employees’ compensation insurance policy.

Application for Payment from the Fund

Injured employees (or eligible family members of deceased employees) who have
failed to receive compensation or damages to which they are entitled after exhausting
all legal and financially viable means of recovery from the employer (or insurer)
concerned (including commencing bankruptcy or winding-up proceedings against the
employer) may apply for assistance payment from the Fund. Applications should be
made in the form specified by the Board.

Applicants who have received assistance payments from the Fund for employees’
compensation or relief payments are not entitled to make further claims against their
employer (or insurer). Their rights and remedies in respect of such compensation or
damages will pass to and be vested in the Board for the benefit of the Fund. The Board
may take such actions as it sees fit to recover the payments from the employer (or
insurer) in question.

Ex Gratia Payment

In exceptional cases where an injured employee (or eligible family members of the
deceased employee) is unable to establish his entitlement to compensation payment
from the Fund because of the operation of a statutory period of limitation in respect of
his claim at court against the employer for employees’ compensation or damages, the
Board may, if it considers appropriate, make an ex gratia payment to the employee
from the Fund.



Status of the Employees Compensation Assistance Fund in Financial
Year 2017-2018

Income

The Board’s total income for the year was $190.99 million, representing a 6% drop
over the previous year’s $203.18 million resulted mainly from a reduction of
distributions from the levy. Of this year’s income, 93% came from levy distributions,
1% from recovered payments for exercising the subrogation rights after assistance
payments, recovered legal costs as well as surcharges levied on employers convicted
under Section 40(1) of ECO, while the remaining 6% was generated by bank interests.
Full details of the income trends of the Fund are shown in Appendix 1.

In exercising its right to recover assistance payments made to claimants from
employers and collect surcharges from those employers convicted under Section 40(1)
of ECO, the Board recouped a total of $2.10 million during the year.

Number of Applications Approved

During the year, the Board approved 26 applications for employees’ compensation, 21
applications for relief payments and 43 applications for legal costs incurred.

Amount of Assistance Payments

The total amount of assistance payments approved during the year was $46.26 million,
of which $11.12 million were for employees’ compensation; $22.18 million for relief
payments; and $12.96 million for legal costs. A detailed list of approved assistance
payments by year is shown in Appendix 2.

Since the Board’s establishment in July 1991, a total of $1,351.27 million has been
paid to 2 385 applicants. Among them, 1 534 applicants received payments of less than
$250,000, while 11 applicants received more than $8 million each as at end of 2017-18.
A breakdown of assistance payment by amount is shown in Appendix 3.

Industry Profile of Applicants

The Construction Industry has consistently been the main source of all applications.
Of the applications processed since the setting up of the Scheme, 43% were
construction-related. Two other major sources of applications were the Personal
Services Industry and the Transportation Industry. A detailed breakdown of assisted
applicants by economic sector is shown in Appendix 4.



INDEPENDENT AUDITOR’S REPORT

TO THE MEMBERS OF

THE EMPLOYEES COMPENSATION ASSISTANCE FUND BOARD
(Established under the Employees Compensation Assistance Ordinance Cap. 365)

Opinion

We have audited the financial statements of Employees Compensation Assistance Fund (the
“Fund”) held on trust by the Employees Compensation Assistance Fund Board (the “Board”)
set out on pages 10 to 26, which comprise the statement of financial position as at 31 March
2018, and the statement of surplus or deficit and other comprehensive income, statement of
changes in equity and statement of cash flows for the year then ended, and notes to the
financial statements, including a summary of significant accounting policies.

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

Basis for Opinion

We conducted our audit in accordance with Hong Kong Standards on Auditing (“HKSAs”)
issued by the HKICPA. Our responsibilities under those standards are further described in the
Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We
are independent of the Board in accordance with the HKICPA’s Code of Ethics for
Professional Accountants (the “Code”), and we have fulfilled our other ethical responsibilities
in accordance with the Code. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Other Information

The Board is responsible for the Other Information. The Other Information comprises all of
the information included in the annual report other than the financial statements and our
auditor’s report thereon.

Our opinion on the financial statements does not cover the Other Information and we do not
express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the Other
Information and, in doing so, consider whether the Other Information is materially
inconsistent with the financial statements or our knowledge obtained in the audit or otherwise
appears to be materially misstated. If, based on the work we have performed, we conclude
that there is a material misstatement of this Other Information, we are required to report that
fact. We have nothing to report in this regard.



INDEPENDENT AUDITOR’S REPORT

TO THE MEMBERS OF

THE EMPLOYEES COMPENSATION ASSISTANCE FUND BOARD
(Established under the Employees Compensation Assistance Ordinance Cap. 365)

Responsibilities of the Board for the Financial Statements

The Board is responsible for the preparation of the financial statements that give a true and
fair view in accordance with HKFRSs issued by the HKICPA and the Employees
Compensation Assistance Ordinance, and for such internal control as the Board determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the Board is responsible for assessing the Board’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless the Board either intends to liquidate the
Board or to cease operations, or has no realistic alternative but to do so.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. We report our opinion solely to you, as a body, in
accordance with the Employees Compensation Assistance Ordinance and for no other purpose.
We do not assume responsibility towards or accept liability to any other person for the
contents of this report.

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

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

* Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.



INDEPENDENT AUDITOR’S REPORT

TO THE MEMBERS OF

THE EMPLOYEES COMPENSATION ASSISTANCE FUND BOARD
(Established under the Employees Compensation Assistance Ordinance Cap. 365)

Auditor’s Responsibilities for the Audit of the Financial Statements (cont’d)

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Board’s internal control.

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

Conclude on the appropriateness of the Board’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Board’s ability
to continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor’s report to the related disclosures in the financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions
are based on the audit evidence obtained up to the date of our auditor’s report. However,
future events or conditions may cause the Board to cease to continue as a going concern.

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

We communicate with the Board regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

RSM Hong Kong
Certified Public Accountants
Hong Kong

29 June 2018
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EMPLOYEES COMPENSATION ASSISTANCE FUND BOARD
STATEMENT OF SURPLUS OR DEFICIT AND OTHER COMPREHENSIVE

INCOME FOR THE YEAR ENDED 31 MARCH 2018

Note
Income
Distributions income 6
Interest income
Other income 7
Expenditure
Claims

Claims processing expenses and professional
advisory fees
Employee benefits expenses 9
Administrative expenses
Rent and rates
Depreciation 10
Other operating expenses
Auditor’s remuneration

Surplus for the year
Other comprehensive income for the year

Total comprehensive income for the year

2018 2017
HKS$ HK$
178,058,046 187,266,311

10,336,820 5,180,343
2,597,920 10,736,854
190,992,786 203,183,508
46,257,664 54,021,024
18,410,195 17,196,385
5,447,116 4,408,563

- 1,300,000
1,237,868 1,089,088
417,313 417,313
548,455 391,459
52,558 48,036
72,371,169 78,871,868
118,621,617 124,311,640
118,621,617 124,311,640




EMPLOYEES COMPENSATION ASSISTANCE FUND BOARD

STATEMENT OF FINANCIAL POSITION
AT 31 MARCH 2018

Non-current assets

Property, plant and equipment

Current assets

Deposits and prepayment

Interest receivable

Time deposits with original maturity
over three months

Cash and cash equivalents

Current liabilities

Claims payables
Accrued expenses

Net current assets

NET ASSETS

ACCUMULATED SURPLUS

Note

10

12
12

2018 2017

HK$ HKS$
641,328 1,058,641
1,208,396 351,177
2,375,053 2,022,666
811,760,763 802,396,690
209,178,044 101,638,038
1,024,522,256 906,408,571
67,552,590 68,797,079
1,008,310 689,066
68,560,900 69,486,145
955,961,356 836,922,426
956,602,684 837,981,067
956,602,684 837,981,067

Approved by the Board and signed on its behalf on 29 June 2018 by:

D b

Wong Pui-sze, Priscilla, BBS, JP
Chairman
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EMPLOYEES COMPENSATION ASSISTANCE FUND BOARD
STATEMENT OF CHANGES IN ACCUMULATED SURPLUS
FOR THE YEAR ENDED 31 MARCH 2018

Accumulated
surplus
HK$
Balance at 1 April 2016 713,669,427
Surplus and other comprehensive income for the year 124,311,640
Balance at 31 March 2017 and 1 April 2017 837,981,067
Surplus and other comprehensive income for the year 118,621,617
Balance at 31 March 2018 956,602,684




EMPLOYEES COMPENSATION ASSISTANCE FUND BOARD

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 MARCH 2018

CASH FLOWS FROM OPERATING ACTIVITIES

Surplus for the year

Adjustments for:
Depreciation
Interest income

Operating surplus before working capital changes
Increase in deposits and prepayments
(Decrease)/increase in claims payables

Increase in accrued expenses

Net cash generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Interest received

Purchase of property, plant and equipment
Increase in time deposits with original maturity over

three months

Net cash generated from/(used in) investing activities

NET INCREASE/(DECREASE) IN CASH AND

CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT

BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS AT END OF

YEAR

ANALYSIS OF BANK BALANCES OF CASH AND

CASH EQUIVALENTS

Bank balances

Time deposits with original maturity of three months or

less when acquired

Note

10

12

12

12

2018 2017
HKS$ HK$

118,621,617 124,311,640

417,313 417,313
(10,336,820)  (5,180,343)

108,702,110 119,548,610

(857,219) (23,281)
(1,244,489) 5,461,232
319,244 393,595

106,919,646 125,380,156

9,984,433 3,672,170
- (1,475,954)

(9,364,073) (802,396,690)

620,360 (800,200,474)

107,540,006 (674,820,318)

101,638,038 776,458,356

209,178,044 101,638,038

41,531,573 51,312,174

167,646,471 50,325,864

209,178,044 101,638,038

13



EMPLOYEES COMPENSATION ASSISTANCE FUND BOARD
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

1. GENERAL INFORMATION

Employees Compensation Assistance Fund Board (the “Board”) is established under the
Employees Compensation Assistance Ordinance, Cap. 365 (the “Ordinance”) to:

(a) hold the Employees Compensation Assistance Fund (the “Fund”) on trust and to
administer the Fund in accordance with the objects of the Ordinance;

(b) receive on behalf of the Fund any sum representing the net resources of the
Employees’ Compensation Insurance Levies Management Board (the “Levies
Management Board”) distributed to the Board pursuant to Section 7 of the
Employees’ Compensation Insurance Levies Ordinance (the “Levies Ordinance”);

(c) consider applications from persons applying for payment from or relief under the
Fund, under Part IV of the Ordinance;

(d) advise the Levies Management Board with respect to the amounts of known and
anticipated claims against the Fund; and

(e) perform such other functions as may be assigned to it under the Ordinance.

According to Section 3(1) of the Ordinance, the Board has perpetual succession and
capable of suing and being sued.

The address of its registered office and principal place of business is Rooms 1903-04,
19/F., Shanghai Industrial Investment Building, 48-62 Hennessy Road, Wanchai, Hong
Kong.

2. BASIS OF PREPARATION

These financial statements have been prepared in accordance with all applicable Hong
Kong Financial Reporting Standards (“HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (the “HKICPA”). HKFRSs comprise Hong Kong Financial
Reporting Standards (“HKFRS”); Hong Kong Accounting Standards (“HKAS”); and
Interpretations. These financial statements also comply with the requirements of the
Ordinance.

The financial statements have been prepared on a going concern basis since the members
of the Board are satisfied that the Fund will be able to meet in full its financial
obligations as they fall due for foreseeable future in accordance with Section 26 of the
Ordinance and as further explained in note 13 to the financial statements. The Board is
expected to have sufficient funds in view of the distributions from the Levies
Management Board.



EMPLOYEES COMPENSATION ASSISTANCE FUND BOARD
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

2. BASIS OF PREPARATION (CONT’D)

The estimates and associated assumptions are based on historical experience and other
factors that are considered to be relevant.

3. ADOPTION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS

(@)

(b)

Application of new and revised HKFRSs

The HKICPA has issued a number of new and revised HKFRSs that are first effective
for annual periods beginning on or after 1 April 2017. These new and revised
HKFRSs have no material effect on how the Board’s results and financial position
for the current or prior periods have been prepared or presented.

New and revised HKFRSs in issue but not yet effective

The Board has not early applied new and revised HKFRSs that have been issued but
are not yet effective for the financial year beginning 1 April 2017. These new and
revised HKFRSs include the following which may be relevant to the Board.

Effective for
accounting periods
beginning on or after

HKFRS 9 Financial Instruments 1 January 2018
HKFRS 15 Revenue from Contracts with Customers 1 January 2018
HKFRS 16 Lease 1 January 2019

The Board 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 Board has concluded that the adoption of them is unlikely to have a
significant impact on the financial statements.
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EMPLOYEES COMPENSATION ASSISTANCE FUND BOARD
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

4. SIGNIFICANT ACCOUNTING POLICIES
These financial statements have been prepared under the historical cost convention.

The preparation of financial statements in conformity with HKFRS requires the use of
certain critical accounting estimates. It also requires the Board to exercise its judgement
in the process of applying the Board’s accounting policies.

The significant accounting policies applied in the preparation of these financial
statements are set out below.

(a) Foreign currency translation

(1) Functional and presentation currency

Items included in the financial statements are measured using the currency of the
primary economic environment in which the Fund operates (the “functional
currency”’). The financial statements are presented in Hong Kong dollars, which
is the Fund’s functional and presentation currency.

(i1) Transactions and balances in the Board’s financial statements

Transactions in foreign currencies are translated into the functional currency on
initial recognition using the exchange rates prevailing on the transaction dates.
Monetary assets and liabilities in foreign currencies are translated at the
exchange rates at the end of each reporting period. Gains and losses resulting
from this translation policy are recognised in surplus or deficit.

(b) Property, plant and equipment

Property, plant and equipment held for use in the supply of services, or for
administrative purposes, are stated in the statement of financial position at cost, less
subsequent accumulated depreciation and subsequent impairment losses, if any.

Subsequent costs are included in the asset’s carrying amount or recognised as a
separate asset, as appropriate, only when it is probable that future economic benefits
associated with the item will flow to the Board and the cost of the item can be
measured reliably. All other repairs and maintenance are recognised in surplus or
deficit during the period in which they are incurred.



EMPLOYEES COMPENSATION ASSISTANCE FUND BOARD
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

4. SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(b)

(©)

(d)

Property, plant and equipment (cont’d)

Depreciation of property, plant and equipment is calculated at rates sufficient to write
off their cost, less estimated residual value, over the estimated useful lives on a
straight-line basis. The principal useful lives are as follows:

Leasehold improvements Over the lease term
Computer hardware and software 5 years
Office equipment 5 years
Furniture and fixtures 3 years

The residual values, useful lives and depreciation method are reviewed and adjusted,
if appropriate, at the end of each reporting period.

The gain or loss on disposal of property, plant and equipment is the difference
between the net sales proceeds and the carrying amount of the relevant asset, and is
recognised in the surplus or deficit.

Operating leases

Leases that do not substantially transfer to the Board all the risks and rewards of
ownership of assets are accounted for as operating leases. Lease payments (net of
any incentives received from the lessor) are recognised as an expense on a
straight-line basis over the lease term.

Recognition and derecognition of financial instruments

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

Financial assets are derecognised when the contractual rights to receive cash flows
from the assets expire; the Board transfers substantially all the risks and rewards of
ownership of the assets; or the Board neither transfers nor retains substantially all the

risks and rewards of ownership of the assets but has not retained control on the assets.

On derecognition of a financial asset, the difference between the asset’s carrying
amount and the sum of the consideration received and the cumulative gain or loss
that had been recognised in other comprehensive income is recognised in surplus or
deficit.

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

17
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EMPLOYEES COMPENSATION ASSISTANCE FUND BOARD
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

4. SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(e)

()

€3]

Financial assets

Financial assets are recognised and derecognised on a trade date basis where the
purchase or sale of a financial asset is under a contract whose terms require delivery
of the financial assets within the timeframe established by the market concerned, and
are initially measured at fair value, plus directly attributable transaction costs.

The Board classifies its financial assets as loans and receivables. The classification
depends on the purpose for which the financial assets were acquired. The Board
determines the classification of its financial assets at initial recognition.

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. These assets are carried at
amortised cost using the effective interest method (except for short-term receivables
where interest is immaterial) minus any reduction for impairment or uncollectibility.
Typically trade and other receivables, bank balances and cash are classified in this
category.

Other receivables

Other receivables are amounts due from banks for interest income earned in the
ordinary course of business. If collection of other receivables is expected in one year
or less (or in the normal operating cycle of the business if longer), they are classified
as current assets. If not, they are presented as non-current assets.

Other receivables are recognised initially at fair value and subsequently measured at
amortised cost using the effective interest method, less allowance for impairment.

Cash and cash equivalents

For the purpose of the statement of cash flows, cash and cash equivalents represent
cash at bank and on hand, demand deposits with banks and other financial
institutions, and short-term highly liquid investments which are readily convertible
into known amounts of cash and subject to an insignificant risk of change in value.



EMPLOYEES COMPENSATION ASSISTANCE FUND BOARD
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

4. SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(h)

W)

k)

Financial liabilities

Financial liabilities are classified according to the substance of the contractual
arrangements entered into and the definitions of a financial liability under HKFRSs.
The accounting policies adopted for specific financial liabilities are set out below.

Claims payable

The Board closely reviews and assesses the status of claims on an on-going basis and
does not recognise as liability for claims payable until such determination has been
made. Accordingly, the Board does not make any provision for the estimated costs of
settling reported or unreported claims, which have been incurred but not yet
determined.

Other payables

Other payables are recognised initially at their fair value and subsequently measured
at amortised cost using the effective interest method unless the effect of discounting
would be immaterial, in which case they are stated at cost.

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable and
is recognised when it is probable that the economic benefits will flow to the Board
and the amount of revenue can be measured reliably.

(1) Distributions income

Pursuant to Section 14 of the Levies Ordinance, a levy known as the Employees’
Compensation Insurance Levy is payable to the Levies Management Board on
every premium payable by an insured in respect of any insurance policy issued
by an insurer, for the purposes of Part IV of the Levies Ordinance, on or after 1
July 1990.

Pursuant to Section 7 of the Levies Ordinance, the Levies Management Board
distributes its net resources to specified bodies, which include the Board.

Distributions from the Levies Management Board, being the revenue of the Fund,
are recognised as income when they are received by the Fund. The Fund will
receive the distributions three months after the end of each quarter.
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EMPLOYEES COMPENSATION ASSISTANCE FUND BOARD
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

4. SIGNIFICANT ACCOUNTING POLICIES (CONT’D)
(k) Revenue recognition (cont’d)

(i1) Interest income

Interest income is recognised on a time-proportion basis using the effective
interest method.

(ii1) Surcharge fee and payment recovery

Surcharge fee and payment recovery are recognised as income when the right to
receive is established, the amount is reasonably determined and the collectability
is reasonably ascertained.

(I) Employee benefits

(i) Employee entitlements

Employee entitlements to long service payment are recognised when they accrue
to employees. A provision is made for the estimated liability for long service
payment as a result of services rendered by employees up to the end of the
reporting period.

Employee entitlements to sick leave, annual leave and maternity leave are not
recognised until the time of taking the leave.

(i1) Pension obligations

The Board contributes to defined contribution retirement schemes which are
available to all employees. Contributions to the schemes by the Board and
employees are calculated as a percentage of employees’ basic salaries. The
retirement benefit scheme cost charged to surplus or deficit represents
contributions payable by the Board to the funds.

(i11) Termination benefits

Termination benefits are recognised at the earlier of the dates when the Board
can no longer withdraw the offer to those benefits and when the Board
recognises restructuring costs and involves the payment of termination benefits.
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EMPLOYEES COMPENSATION ASSISTANCE FUND BOARD
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

4. SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(m) Impairment of non-financial assets

(n)

The carrying amounts of non-financial assets are reviewed at each reporting date for
indications of impairment and where an asset is impaired, it is written down as an
expense through the statement of surplus or deficit to its estimated recoverable
amount. The recoverable amount is determined for an individual asset, unless the
asset does not generate cash inflows that are largely independent of those from other
assets or groups of assets. If this is the case, recoverable amount is determined for the
cash-generating unit to which the asset belongs. Recoverable amount is the higher of
value in use and the fair value less costs of disposal of the individual asset or the
cash-generating unit.

Value in use is the present value of the estimated future cash flows of the asset /
cash-generating unit. Present values are computed using pre-tax discount rates that
reflect the time value of money and the risks specific to the asset / cash-generating
unit whose impairment is being measured.

Subsequent increases in the recoverable amount caused by changes in estimates are
credited to surplus or deficit to the extent that they reverse the impairment.

Impairment of financial assets

At the end of each reporting period, the Board assesses whether its financial assets
are impaired, based on objective evidence that, as a result of one or more events that
occurred after the initial recognition, the estimated future cash flows of financial
assets have been affected.

For other receivables that are assessed not to be impaired individually, the Board
assesses them collectively for impairment, based on the Board’s past experience of
collecting payments, an increase in the delayed payments in the portfolio, observable
changes in economic conditions that correlate with default on receivables, etc.

For other receivables, the carrying amount is directly reduced by the impairment
loss.

For financial assets measured at amortised cost, if the amount of the impairment loss
decreases in a subsequent period and the decrease can be related objectively to an
event occurring after the impairment was recognised, the previously recognised
impairment loss is reversed through surplus or deficit. However, the reversal must
not result in a carrying amount that exceeds what the amortised cost of the financial
asset would have been had the impairment not been recognised at the date of the
impairment is reversed.
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EMPLOYEES COMPENSATION ASSISTANCE FUND BOARD
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

4. SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

5.

(0)

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or amount when the
Board has a present 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 expenditures expected to
settle the obligation.

FINANCIAL RISK MANAGEMENT

The Board’s activities expose it to a variety of financial risks: foreign currency risk,
credit risk, liquidity risk and interest rate risk. The Board’s overall risk management
programme focuses on the unpredictability of financial markets and seeks to minimise
potential adverse effects on the Board’s financial performance.

(a)

(b)

(©)

(d)

Foreign currency risk

The Board has no exposure to foreign currency risk as all of its business transactions,
assets and liabilities are principally denominated in Hong Kong dollars.

Credit risk

The Board’s surplus funds have been deposited to banks approved by the Financial
Secretary on fixed term or call deposits or in a savings account in accordance with
Section 11 of the Ordinance. The Board considers the risk associated with the fixed
deposits and bank balances is minimal because they are placed with reputable banks.

Liquidity risk

The Board manages liquidity risk by maintaining adequate reserve of cash. The
Board performs periodically cash flow forecasts to monitor future cash flow. The
current strength of the Board poses no threat of liquidity to the Board.

Interest rate risk

The Board’s exposure to interest rate fluctuation is limited to interest receivable on
its short term deposits and savings accounts as at 31 March 2018 given the low
interest rate in financial market.



EMPLOYEES COMPENSATION ASSISTANCE FUND BOARD

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

5. FINANCIAL RISK MANAGEMENT (CONT’D)

(e) Categories of financial instruments at 31 March

Financial assets:
Loans and receivables (including cash and cash
equivalents)

Financial liabilities:
Financial liabilities at amortised cost

2018
HK$

1,023,313,860

68,560,900

906,057,394

69,486,145

(f) Fair values

The carrying amounts of the Board’s financial assets and financial liabilities as
reflected in the statement of financial position approximate their respective fair

values.

6. DISTRIBUTIONS INCOME

The Board received distributions from the Levies Management Board, which received the
Employees’ Compensation Insurance Levy (Note 4(k)(i)). The proportion of distribution

of the Levy to the Board is 31/58 (2017: 31/58).

7. OTHER INCOME

Dividend payments recovered from liquidated
insurers in accordance with the Scheme of
Arrangement for Provisional Liquidator (Note 14)

Recovery of legal costs

Recovery of payments from Official Receiver or
liquidators in the bankruptcy or winding-up
proceedings after the Board rendered assistance and
exercised the subrogation rights pursuant to Section
37 of the Ordinance

Surcharge fee

2018 2017
HK$ HK$
- 4,962,067
500,245 1,998,780
1,228,377 3,134,090
869,298 641,917
2,597,920 10,736,854
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EMPLOYEES COMPENSATION ASSISTANCE FUND BOARD
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

8. SURPLUS FOR THE YEAR

The Board’s surplus for the year is stated after charging the following:

2018 2017
HK$ HKS$
Auditor’s remuneration 52,558 48,036
Depreciation 417,313 417,313
Operating lease charge
- land and building 997,084 906,440
9. EMPLOYEE BENEFITS EXPENSES
2018 2017
HK$ HKS$
Salaries and gratuity 5,308,071 4,298,836
Retirement benefit scheme contributions 139,045 109,727
5,447,116 4,408,563
10. PROPERTY, PLANT AND EQUIPMENT
Computer
Leasehold hardware and Office Furniture and
improvements software equipment fixtures Total
HK$ HK$ HK$ HK$ HK$
Cost
At 1 April 2016 - - - - -
Additions 555,270 412,578 147,458 360,648 1,475,954
At 31 March 2017 555,270 412,578 147,458 360,648 1,475,954
Additions - - - - -
At 31 March 2018 555,270 412,578 147,458 360,648 1,475,954
Accumulated
depreciation
At 1 April 2016 - - - - -
Charge for the year 185,090 82,516 29,491 120,216 417,313
At 31 March 2017 185,090 82,516 29,491 120,216 417,313
Charge for the year 185,090 82,516 29,491 120,216 417,313
At 31 March 2018 370,180 165,032 58,982 240,432 834,626
Carrying amount
At 31 March 2018 185,090 247,546 88,476 120,216 641,328
At 31 March 2017 370,180 330,062 117,967 240,432 1,058,641




EMPLOYEES COMPENSATION ASSISTANCE FUND BOARD
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

11.

12.

13.

14.

INCOME TAX EXPENSE

No provision for Hong Kong Profits Tax is required since the Board has been exempted
from Hong Kong Profits Tax by virtue of section 88 of the Hong Kong Inland Revenue
Ordinance.

CASH AND CASH EQUIVALENTS

2018 2017
HKS$ HK$
Time deposits 979,407,234 852,722,554
Less: Time deposits with original maturity
over three months (811,760,763) (802,396,690)
Bank balances 41,531,573 51,312,174

209,178,044 101,638,038

CONTINGENT LIABILITIES

The Board estimates that the total claims reported but not yet determined as at 31 March
2018 amount to approximately HK$293,472,880 (2017: HK$267,344,996). In the opinion
of the Board, the applicants to the claims are only entitled to apply under the relevant
sections of the Ordinance. Accordingly, this amount has not been provided in the
financial statements.

Pursuant to Section 26 of the Ordinance, where an amount is liable to be paid from the
Fund, no part of such amount becomes payable by the Board unless and until there are
sufficient money available to the Fund to pay the whole of such amount.

DIVIDEND PAYMENTS RECOVERED

HIH Group was declared insolvent by the Insurance Authority on 9 April 2001 and put
under the provisional liquidation thereafter. Pursuant to Sections 17 and 18 of the
Ordinance, the Board took over the statutory obligations to settle eligible applications
arising from HIH Group’s insolvency. After over 17 years of paying assistance to those
HIH-related applications, the Appointed Provisional Liquidators had distributed a total
dividend of HK$236,442,148 (2017: HK$236,442,148) to the Board up to 31 March 2018
in accordance with the approved Scheme of Arrangement for Provisional Liquidation.
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EMPLOYEES COMPENSATION ASSISTANCE FUND BOARD

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

15. LEASE COMMITMENT

At 31 March 2018, the total future minimum lease payments under non-cancellable

operating leases are payable as follows:

Within one year
In the second to fifth years inclusive

2018 2017
HKS$ HK$
1,157,700 1,067,056

163,268 1,320,968
1,320,968 2,388,024




Appendix 1—Income Analysis (1991—2018)

Income
Year Remark
HK$(M)

2017 - 18 190.99

2016 - 17 203.18 ++

2015—16 209.10 ~~

2014—15 214.84 AN

2013—14 201.04

2012—13 167.52

2011—12 146.36 ##

2010—11 146.00 ok

2009—10 81.67 ~

2008 —09 93.81 A

2007 —08 110.97 #

2006 —07 95.59

2005—06 86.06

2004 —05 211.92 *

2003 —04 128.96

2002—03 77.56

2001 —02 29.82

2000—01 26.01

1999—00 21.46

1998 —99 22.40

1997 —98 28.45

1996 —97 23.85

1995—96 31.70

1994 —95 33.80

1993 —94 21.75

1992—-93 15.78

1991—92 16.79
Income Received (1991 —2018)
Total : $2.637.38 million
Lowest $15.78 million
Highest :  $214.84 million M
Remark:
* Inclusion of a dividend payment of $115.85 million from the Appointed Provisional Liquidators of the 3 insolvent insurers™
# Inclusion of a dividend payment of $25.45 million from the Appointed Provisional Liquidators of the 3 insolvent insurers
A Inclusion of a dividend payment of $20.63 million from the Appointed Provisional Liquidators of the 3 insolvent insurers
~ Inclusion of a dividend payment of $0.35 million from the Appointed Provisional Liquidators of the 3 insolvent insurers
** nclusion of a dividend payment of $37.67 million from the Appointed Provisional Liquidators of the 3 insolvent insurers
## Inclusion of a dividend payment of $12.13 million from the Appointed Provisional Liquidators of the 3 insolvent insurers
A Inclusion of a dividend payment of $12.13 million from the Appointed Provisional Liquidators of the 3 insolvent insurers
~~ Inclusion of a dividend payment of $7.28 million from the Appointed Provisional Liquidators of the 3 insolvent insurers
++ Inclusion of a dividend payment of $4.96 million from the Appointed Provisional Liquidators of the 3 insolvent insurers
% Namely, HIH Insurance (Asia) Limited, HIH Casualty and General Insurance (Asia) Limited and FAI First Pacific Insurance

Company Limited shut down in 2001 27
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Appendix 2 — Assistance Payment Analysis (1991—2018)

(a) Amount of assistance payments approved

Year cf;ln;)elzzzfiso’n C0£$gge1:1 " Le&?!s(%Sts }'Il;;;t(zl\u/})
HK$(M) HK$(M)

2017—18 11.12 22.18 12.96 46.26
2016 —17 18.47 26.35 9.20 54.02
2015—16 17.17 64.84 11.81 93.82
2014—15 6.87 26.44 9.00 42.31
2013—14 14.66 24.26 14.72 53.64
2012—13 12.38 24.18 10.49 47.05
2011 —12 12.83 28.16 9.90 50.89
2010—11 14.16 19.02 12.10 45.28
2009—10 18.43 11.60 11.39 41.42
2008 —09 8.88 11.85 15.83 36.56
2007 —08 11.46 30.88 7.66 50.00
2006—07 8.33 17.72 16.87 42.92
2005—06 15.16 42.93 24.84 82.93
2004 —05 45.78 70.67 53.53 169.98
2003 —04 56.40 55.15 17.73 129.28
2002—03 44.69 24.43 5.11 74.23
2001 —02 26.56 31.54 7.81 65.91
2000—01 5.72 15.28 7.07 28.07
1999 —00 6.97 23.11 7.65 37.73
1998 —99 9.47 12.81 4.23 26.51
1997 —98 2.01 36.07 9.19 47.27
1996 —97 2.98 27.06 4.12 34.16
1995—96 6.01 1.91 2.51 10.43
1994 —95 1.24 7.66 1.50 10.40
1993 —94 242 18.53 2.65 23.60
1992 —93 0.79 2.56 0.77 4.12
1991 —92 1.33 0.83 0.33 2.49




Appendix 2 — Assistance Payment Analysis (1991—2018)

(b) Number of assisted applicants

Year Total
2017 - 18 57
2016 - 17 68
2015 - 16 70
2014 - 15 60
2013 - 14 72
2012 - 13 67
2011 -12 55
2010 - 11 66
2009 - 10 57
2008 - 09 52
2007 - 08 62
2006 - 07 65
2005 - 06 123
2004 - 05 232
2003 - 04 469
2002 - 03 680
2001 - 02 469
2000 - 01 34
1999 - 00 45
1998 - 99 35
1997 - 98 27
1996 - 97 22
1995 - 96 26
1994 - 95 21
1993 - 94 14
1992 - 93 32
1991 - 92 27

Total 3007*

* The Board had assisted 2 385 applicants since its establishment, of which 622 applicants
were approved to receive the assistance for employees’ compensation, common law
damages and legal costs in different financial years.
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Appendix 3—Number of Assisted Applicants by Amount of Assistance

(1991 - 2018)

1600
1400
1200
1000
800
600

Number of Applicants

400
200

1534
202 235
223 148
32 11
- - qﬁ
$0 - $250,001-  $500,001- $1,000,001- $2,000,001- $4,000,001- >$8,000,001
$250,000  $500,000  $1,000,000  $2,000,000  $4,000,000  $8,000,000

Amount of assistance (HK$)

Amount of Assistance (1991 —2018)

Total
Average
Lowest

Highest

$1,351,273,643
$566,572
$93

$18,289,594



Appendix 4 —Number of Assisted Applicants by Economic Sector (1991 —2018)

1000

800

Number of Applicants

Major economic sector

Total number of assisted applicants: 2 385

1027
|
612
|
|
283 230
d 128 L 105 I_:
Construction Manufacturing  Personal Transport Wholesale/  Other sectors
Services Retail

31






fé Bl B2 Bh 3 S B AR

Employees Compensation Assistance Fund Board

ERETHEFHE48-625% LIBREE A/E19421903-04F
Rooms 1903-04, 19/F, Shanghai Industrial Investment Building,
48-62 Hennessy Road, Wanchai, Hong Kong

Eah Tel :(852) 21165684 {HE Fax:(852) 21090310  ZE&HS Email : contact@ecafb.org.hk



