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THE PRINCE PHILIP DENTAL HOSPITAL

MISSION STATEMENT

To be a Centre of Excellence for dental education, research and dental care in
the region; supporting the Faculty of Dentistry of the University of Hong Kong
(“HKU”) to take the lead in training of dental and para-dental students to become

caring, dedicated and well-qualified members of the dental team;

To undertake high quality research and provide specialist and postgraduate

dental training and facilities for continuing dental education in Hong Kong;

To fully utilise available resources, creating an environment to attract and

motivate staff; maximising their potential within the oral health care environment;

To promote community partnership in raising the awareness and the importance

of dental care; and

To develop closer collaboration with the private sector for special needs groups,

and with Mainland China for research and academic exchanges.
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THE PRINCE PHILIP DENTAL HOSPITAL

REPORT ON THE ACTIVITIES BY THE BOARD OF GOVERNORS
for the Year of 1 April 2018 to 31 March 2019

Introduction

The Board of Governors of The Prince Philip Dental Hospital (“the Board”)
was established under The Prince Philip Dental Hospital Ordinance (Cap. 1081)
enacted in 1981 for the management and administration of The Prince Philip Dental
Hospital (“the Hospital” or “PPDH”). The Hospital provides facilities for the training
of dentists by the Faculty of Dentistry of The University of Hong Kong (“the Faculty”)
and other dental ancillary personnel.

2. Operational matters of the Board are mainly dealt with by the Board’s
Establishment and Finance Committee (“the EFC”) at meetings or by circulation of
Papers. The Planning Group, under the chairmanship of the Director, sets out the
key clinical and teaching activity plans of PPDH, makes recommendations on the
strategic development and planning of the Hospital to the EFC and the Board, and
oversees the progress of implementation of changes. The compositions of the
Board, the EFC and the Planning Group during the year of this Report are listed
at Appendices A, B and C respectively.

Training Activities

() Courses Organised by the Faculty

3. In December 2018, Bachelor of Dental Surgery (“BDS”) degrees were
conferred on 51 graduates who had successfully completed their course of study.
Meanwhile, 41 postgraduate students obtained their second degrees or diplomas
with the following distribution:

Degree/ Diploma Student Number
Master of Dental Surgery in Endodontics 4
Master of Dental Surgery in Implant Dentistry 1
Master of Dental Surgery in Oral and Maxillofacial Surgery 2
Master of Dental Surgery in Paediatric Dentistry 2
Master of Dental Surgery in Periodontology 4
Master of Dental Surgery in Prosthodontics 2
Master of Science in Community Dentistry 1
Master of Science in Dental Materials Science 2
Doctor of Philosophy 23
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4, As at 31 March 2019, 372 undergraduates were under training for Bachelor
Degree of Dental Surgery and the student distribution was:

Year Student Number
First Year 72
Second Year 71
Third Year 75
Fourth Year 53
Fifth Year 51
Sixth Year 50

In addition, 120 postgraduate students were studying the following degree/ diploma
courses:

Course Student Number
Master of Dental Surgery in Endodontics 6
Master of Dental Surgery in Implant Dentistry

Master of Dental Surgery in Oral and Maxillofacial Surgery

Master of Dental Surgery in Orthodontics and Dentofacial Orthopaedics
Master of Dental Surgery in Paediatric Dentistry

Master of Dental Surgery in Periodontology

Master of Dental Surgery in Prosthodontics

Master of Science in Community Dentistry

Master of Science in Implant Dentistry

Master of Philosophy

Doctor of Philosophy
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(I Courses Organised with the support of the Faculty and/ or Other
Organisations

5. The one-year full-time or two-year part-time day release course in Dental
Surgery Assisting has been organised with the support of the Faculty since 1982.
Starting 2015/16 Academic Year, the award title of the course has been changed
to “Diploma in Dental Surgery Assisting”. In September 2018, 28 full-time students
were enrolled in the one-year Diploma course. In December 2018, 30 full-time
Student Dental Surgery Assistants graduated with the award of the Diploma in
Dental Surgery Assisting.
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6. The two-year full-time course of Higher Diploma in Dental Hygiene has been
run for 16 years. It is now organised by the Hospital with the support of HKU
SPACE Community College and the Faculty. In September 2018, 37 and 22
Student Dental Hygienists were enrolled in the first and second years of the course
respectively. In December 2018, 27 students were awarded the Higher Diploma in
Dental Hygiene on completion of two years of study.

7. The Hospital has also collaborated with HKU SPACE to organise for the first
time a one-year full-time Advanced Diploma Course in Dental Therapy in June
2016. In June 2018, 10 students were enrolled in the course. In December 2018,
10 graduates were awarded the Advanced Diploma in Dental Therapy.

(1) Course Organised by the Hospital

8. The two-year full-time course in Dental Technology has been organised by
the Hospital since 1993. Starting Academic Year 2015/16, the award title of the
course has been changed to “Advanced Diploma in Dental Technology”. In
September 2018, 22 and 16 students were enrolled in the first year and second
years of the Advanced Diploma course respectively. In December 2018, 22
graduates were awarded the Advanced Diploma in Dental Technology.

9. A summary of the performance trend of all courses in the past three financial
years in terms of the number of students graduated from and the number of
students enrolled in each of the courses is shown at Appendix D.

Training in Special Care Dentistry

10. Apart from the four award-bearing courses, the Hospital also organised a non-
award bearing course on special care dentistry with the Hong Kong Dental
Association. The course focused on behavioural management of patients with
intellectual disability. Seven dentists and 15 dental surgery assistants from seven
non-government organisations have completed the training of the Hospital while
another two dentists and one dental surgery assistant were under training during
the reporting year.
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Knowledge Exchange Activities

11. The Hospital has been actively participating in different international
conferences, seminars and symposiums for knowledge sharing and to keep
abreast of new dental technology and best practices on patient care. During the
reporting year, the Hospital encouraged staff to participate in the Hong Kong
International Dental Expo And Symposium (“HKIDEAS”), International Infection
Control Conference, Continuing Dental Education Seminars, Attachment
Programme to Dental Surgery Assisting Institutions in Guatemala etc. The
Hospital also endeavoured to source different local training programmes to
enhance the professional knowledge and skills of staff, covering areas like
application of 3D printing in digital dentistry, leadership development, nursing and
wound management, sterilisation and decontamination, chemicals treatment,
medical mediation, just to name a few. Looking ahead, the Hospital would
continue its efforts in promoting its para-dental training courses and in fostering
links with dentistry sectors around the world through participation in local and
international forums such as the HKIDEAS, the Asia Pacific Dental Congress in
South Korea (May 2019), 5th Asia Pacific CAD/CAM Digital Dentistry Conference
& Exhibition in Singapore (August 2019), Chang Gung Forum 2019 in Taiwan
(October 2019), and 25th Dental South China International Expo & Conference in
Guangdong (March 2020).

Visitors to the Hospital

12. In order to develop closer collaboration with different sectors, the Hospital
received visitors such as government officials, local secondary schools and dental
industry representatives from Mainland China during the reporting year. The
Hospital demonstrated its facilities and services to the visitors. The courses
organised by the Faculty and the Hospital were also introduced to the visitors as
well.

Patients Treated under Training Activities

13.  During the reporting period, 8,298 teaching patients were newly registered
or re-registered at the Hospital, including 6,686 adults and 1,612 children. The
total number of patient attendances at various clinics and units throughout the
period was 78,081.

11
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Financial and Other Information

14. The Hospital establishment stood at 347 posts as at 31 March 2019.

15. The signed and audited statement of accounts for 2018-19 is submitted in
accordance with Section 16 of The Prince Philip Dental Hospital Ordinance. The total
recurrent expenditure for the year was $199,756,035. During the same period, the total
capital expenditure on works and equipment was $17,075,838 which was fully funded
by the Government’s capital subvention. The total revenue for the year was
$209,736,169 including the Government’s recurrent subvention of $196,799,421 and
other source of income of $12,936,748.

16.  The total amount of patient fees waived for the reporting year was $416,538.

17. Following the approval of the Board of Governors of the Hospital (“the Board”)
to change the subvention mode from deficiency grant to discretionary grant from 2018-
19 financial year onwards, the Board and the Food and Health Bureau signed a
Memorandum of Administrative Arrangements (“MAA”) which sets out the relationship
between the Government and the Hospital, and the responsibilities of each party under
the new subvention mode with effect from 1 April 2018. The Hospital has started taking
out relevant measures to ensure compliance with the MAA during the reporting year.

13
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THE PRINCE PHILIP DENTAL HOSPITAL
BOARD OF GOVERNORS

2018 F4 H1HE2019%F 3831 H —(kERE
Membership — 1 April 2018 to 31 March 2019

EEJ% ;ETE%H%’*%EE, BBS, JP Dr. S.S.M. LEUNG, BBS, JP

Chairman :

& JERBEAES Non-public Officers

Members :
ZRmizt Miss Q.F. LAU
E(5FEeLE, BBS Dr. S.P. MAK, BBS
(£ 2018F 9 H 30 HLb) (up to 30 September 2018)
REEHUE, BBS Professor T.H.LEUNG, BBS
(¢ 2018 £ 10 B 1 BHit2) (from 1 October 2018)
HERTtL Ms. N.S.L. TSE, JP
sHMFEE JEQIEAE) Registered Dentists (Non-public Officers)
Bz 14 o R R Dr. KK.K. LAU
SRR B Dr. R.P.Y. NG

BB AEBE Members of the University of Hong Kong

CIRVA 6] Professor |. HOLLIDAY
LEHIE Professor V.O.K. LI
BRI Professor J.C.Z. LUI

M TONETTI #i5% Professor M. TONETTI
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Ex-officio
Members

MER
Appendix A (p.2)

RARGELGFER (FRAR

Deputy Secretary for Food and Health (or his representative)

PRERCE, JP Mr. H.W.K. CHAN, JP

HEGEREWEER kB
Principal Assistant Secretary for Education (or her
representative)

Slaggt Miss S.Y.W. KO
HEEEER (FHBEHR

Assistant Director of Health (or her representative)

BEMLt Miss W.W.M. WONG

L E T IRFEE (TRERTE L (BERH
Consultant i/c Dental Services, Department of Health
(or his representative)

WMEREERY JP Dr. W.T.C. LAM, JP

JEREoF RS8R R Director, The Prince Philip Dental Hospital

{EX7ARHUE Professor T.F. FLEMMIG

FERF RIS RETEE

Comptroller, The Prince Philip Dental Hospital

it Mr. M.S. TSE

(¢ 2018 &£ 12 B 3 HiEE4Uim AR (on contract-end leave since 3

], &20194 18 5HL) December 2018; up to 5 January
2019)

=YL Ms E.Y.L.WONG

(¢ 2018 % 12 A 3 Hitd) (from 3 December 2018)

LA ELFFE B (BERN BRI RHRYNREERBREBIEE TR ERFEMNE R
ETHRERERME.

The above Members (excluding ex-officio members) were appointed by the Secretary for Food
and Health under the power delegated by the Chief Executive under Section 5 of The Prince
Philip Dental Hospital Ordinance.
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mElMIBEES

THE PRINCE PHILIP DENTAL HOSPITAL
ESTABLISHMENT AND FINANCE COMMITTEE

2018 F4 H1HE2019%3H31H—-—KERZE
Membership — 1 April 2018 to 31 March 2019

(554, BBS Dr. S.P. MAK, BBS
(2201849 A 30 HLL) (up to 30 September 2018)
BEIFRIEE Dr. K.K.K. LAU

(B 2018F 10 B 1 HiE) (from 1 October 2018)

JERQBEAE Non-public Officers

BIEimit Miss Q.F. LAU

(B 2018F 10 B 1 Hi) (from 1 October 2018)
HEXBMBEER

Director of Finance, the University of Hong Kong

iy iceemm Ms. S.S.M. LO

B4EEMEER Assistant Director of Health
EBEEsLt Miss W.W.M. WONG

BMRFEERERTREE (@FE)

Principal Executive Officer (Health), Food and Health Bureau

I g Ms. W.S.J. YEUNG

SES TR BiRR R
Director, The Prince Philip Dental Hospital

(EAVA:ZE e Professor T.F. FLEMMIG
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SEMS TRl BB SR T (T

Comptroller, The Prince Philip Dental Hospital

STESTE Mr. M.S. TSE

(¢ 2018 &£ 12 B 3 Hc4UimiK (on contract-end leave since 3

B, 2201918 5HLL) December 2018; up to 5 Januan
2019)

=7 e Ms E.Y.L.WONG

(#2018 %12 A 3 Hitd) (from 3 December 2018)
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THE PRINCE PHILIP DENTAL HOSPITAL
PLANNING GROUP

2018 4B 1HE2019%F 3831 H — ER=
Membership — 1 April 2018 to 31 March 2019

xRE

Chairman :

94|

Members :

FERRF R R

Director, The Prince Philip Dental Hospital

(EAVAZE2 6]

Private Dentists
(AERRARI B4
BEBRFARIEL
SIEFRIEE

Wk AREFRIES

(Z= 20184 5 )a 24 Hit)

BRETRIE
(#£ 2018 & 5 )a 25 Bi2)

HEXSBTEIRAR

Professor T.F. FLEMMIG

Dr. S.K.Y.HO

Dr. HW.M. LIU

Dr. R.P.Y. NG

Dr.B.K. YIU
(up to 24 May 2018)

Dr. T.C. FOO
(from 25 May 2018)

Representatives from Faculty of Dentistry, the University of

Hong Kong
BT

M BURROW ##%

SRIBHHUR
M TONETTI 5%

IRERARHIR
(Z 2018 &£ 12 B 31 A1b)

FBETREE
(#2019 1 B 1 B#2)
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Professor M. BORNSTEIN
Professor M. BURROW
Professor G.S.P. CHEUNG
Professor M. TONETTI

Professor C.K.Y. YIU
(up to 31 December 2018)

Dr G.H.M. WONG
(from 1 January 2019)
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BHEENE

Representative from Department of Health

SHEFRIEL Dr. W.K.M. CHAM

JEIE TR BB EET (T

Comptroller, The Prince Philip Dental Hospital

STESTE Mr. M.S. TSE

(¢ 2018 &£ 12 B 3 Hi2aUimiK (on contract-end leave since 3

R, 22019418 5HLE) December 2018; up to 5 January
2019)

=AW Ms E.Y.L.WONG

(7€ 2018 F 12 H 3 Hi) (from 3 December 2018)
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THE PRINCE PHILIP DENTAL HOSPITAL

R E

PERFORMANCE TREND

BE=ERERE 2016-17 2 2018-19 72X AEAE

BHET
Appendix D (p.1)

Number of Students Graduated during the Past Three Financial Years 2016-17

to 2018-19:
B4 Students 2016-17 201718 | 2018-19

EgE =R
TEZERARE 54 55 51
Undergraduates of Faculty of Dentistry

EEBAN=FH5
Postgraduates of Faculty of Dentistry
FRFHEEE
Student Dental Surgery Assistants
- —&F£H%l One-year Full-time 28 30 30
- ME HBEFRES Two-year Part-time i ) }
Student Dental Hygienists
Student Dental Technicians
SFRIARIET _ 10 10
Student Dental Therapist
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1BE=EEABIEERE 2016-17 & 2018-19 Z ABAEE -
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Appendix D (p.2)

Number of Students Enrolled during the Past Three Financial Years 2016-17 to

2018-19:
B2t Students 2016-17 2017-18 2018-19
EREA = N
BRRARE | 339 353 372
Undergraduates of Faculty of Dentistry
B BE TN
BRI E _ 113 111 120
Postgraduates of Faculty of Dentistry
FRIFHENER
Student Dental Surgery Assistants
- —H£H% One-year Full-time 36 36 28
- MEHMFEF Two-year Part-time - - -
Student Dental Hygienists
FREXME 36 40 38
Student Dental Technicians
NEYAY
Student Dental Therapist
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Appendix E

The Prince Philip Dental Hospital
FEETRER

(IRIBEFEIEAISE 1081 F FEREF R EBR MBI
(Established under the Prince Philip Dental Hospital
Ordinance, Chapter 1081 of the Laws of Hong Kong)

MBHRERNRBUZEARS S

Audited Financial Statements and Auditor's Report

HE2019F 38 31 HIEEE
for the year ended 31 March 2019

it AERERE, MBEFRE, LURNXRAFE,

Note: In case of discrepancy between the English and the Chinese texts, the English version
shall prevail.
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Independent auditor’s report to The Board of Governors of

The Prince Philip Dental Hospital
(Established under the Prince Philip Dental Hospital Ordinance, Chapter 1081)

Opinion

We have audited the financial statements of The Prince Philip Dental Hospital (“the Hospital”) set
out on pages 29 to 80 which comprise the statement of financial position as at 31 March 2019, the
statement of comprehensive income and expenditure, the statement of changes in accumulated
surplus/(deficit) and the cash flow statement 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
Hospital as at 31 March 2019 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 (“HKICPA”) and have been properly prepared
in compliance with the Prince Philip Dental Hospital 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 Hospital in accordance with the HKICPA’s Code of Ethics for Professional Accountants (“the
Code”) and we have fulfilled our other ethical responsibilities in accordance with the Code. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

Responsibilities of Governors for the financial statements

The Board of Governors of the Hospital (“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 Prince Philip Dental Hospital 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 Hospital'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 Hospital or to
cease operations, or have no realistic alternative but to do so.

24
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Independent auditor’s report to The Board of Governors of

The Prince Philip Dental Hospital (continued)
(Established under the Prince Philip Dental Hospital Ordinance, Chapter 1081)

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. This report is made solely to you, as a body, in accordance with
section 16 of the Prince Philip Dental Hospital 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 judgement and maintain
professional scepticism throughout the audit. We also:

o 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.

e 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 Hospital's internal control.

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

e 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 Hospital’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 Hospital to cease to continue as a going concern.
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Independent auditor’s report to The Board of Governors of

The Prince Philip Dental Hospital (continued)
(Established under the Prince Philip Dental Hospital Ordinance, Chapter 1081)

Auditor’s responsibilities for the audit of the financial statements (continued)

o 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.

Efmt
Certified Public Accountants

8th Floor, Prince’s Building
10 Chater Road
Central, Hong Kong

26 SEP 2019
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Statement of comprehensive income and expenditure

for the year ended 31 March 2019

(Expressed in Hong Kong dollars)

Income

Recurrent Government subvention
Patient fees and charges

Tuition fees

Other income

Interest income

Expenditure

Personnel emoluments
Other operating charges

Surplus/(deficit) for the year

Other comprehensive income for the year

Item that will not be reclassified to surplus or
deficit:

Remeasurement of retirement benefit assets

Surplus/(deficit) and total comprehensive
income for the year

Note

g~ w

10

2019 2018
(Adjusted)

$ $
196,799,421 154,776,421
8,535,859 10,307,127
1,979,689 2,373,270
2,088,775 2,059,787
332,425 32,948
209,736,169 169,549,553
128,138,883 117,328,067
71,617,152 52,958,549
199,756,035 170,286,616
9,980,134 (737,063)
26,592 168,049
10,006,726 (569,014)

The Hospital has initially applied HKFRS 9 and HKFRS 15 at 1 April 2018. Under the transition
method chosen, comparative information is not restated. See note 2(c).

The notes on pages 39 to 80 form part of these financial statements.
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11
12

13
13
14

2019 2018
$ $
1,126,426 1,102,637
1,126,426 1,102,637
386,138 441,917
2,486,973 1,549,279
25,481,849 16,321,100
28,354,960 18,312,296
16,193,639 16,817,427
1,399,063 -
- 1,052,954

1,985,127 1,005,615
19,577,829 18,875,996
8,777,131 (563,700)
9,903,557 538,937




Statement of financial position as at 31 March 2019

(Expressed in Hong Kong dollars)

Non-current assets

Property, plant and equipment
Net retirement benefit assets

Current assets
Inventories

Debtors, deposits and prepayments
Cash and bank balances

Current liabilities
Creditors and other payables
Contract liabilities

Amount repayable to the Government
Accrued gratuities

Net current assets/(liabilities)

Total assets less current liabilities

32

Note

11
12

13
13
14

2019 2018
$ $
1,126,426 1,102,637
1,126,426 1,102,637
386,138 441,917
2,486,973 1,549,279
25,481,849 16,321,100
28,354,960 18,312,296
16,193,639 16,817,427
1,399,063 -
- 1,052,954
1,085,127 1,005,615
19,577,829 18,875,996
8,777,131 (563,700)
9,903,557 538,937
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Statement of financial position as at 31 March 2019 (continued)
(Expressed in Hong Kong dollars)

Note 2019 2018
$ $
Non-current liabilities
Accrued annual leave 6,790,566 7,121,433
Accrued gratuities 568,052 879,291
7,358,618 8,000,724
NET ASSETS/(LIABILITIES) 2,544,939 (7,461,787)

Note: The Hospital has initially applied HKFRS 9 and HKFRS 15 at 1 April 2018. Under the
transition method chosen, comparative information is not restated. See note 2(c).

The financial statements on pages 29 to 80 were approved and authorised for issue by the Board
of Governors on 26 September 2019 and are signed on its behalf by:

57(

halr

(On behalf of The Board fGovemors)

The notes on pages 39 to 80 form part of these financial statements.
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Statement of changes in accumulated (deficit)/surplus
for the year ended 31 March 2019

(Expressed in Hong Kong dollars)

Accumulated

(deficit)/
surplus
$
Balance at 1 April 2017 (5,890,043)
Changes for 2018:
Deficit for the year (737,063)
Other comprehensive income for the year 168,049
Movement in amount repayable to the Government (1,002,730)
Balance at 31 March 2018 and 1 April 2018 (7,461,787)
Changes for 2019:
Surplus for the year 9,980,134
Other comprehensive income for the year 26,592

Balance at 31 March 2019 2,544 939

The notes on pages 39 to 80 form part of these financial statements.
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Cash flows statement
for the year ended 31 March 2019

(Expressed in Hong Kong dollars)

Note

Surplus/(deficit) for the year
Adjustments for:
Interest income
Components of defined benefits costs
recognised in surplus or deficit
Decrease in accrued annual leave
Increase in accrued gratuities
Surplus before changes in working capital
Decrease/(increase) in inventories
Increase in debtors, deposits and prepayments
Increase in creditors and other payables
Decrease in contract liabilities
Cash generated from operations
Gratuities paid
Net cash generated from operating activities

Investing activity

Interest received and net cash generated from
investing activity

Financing activity

Amount repaid to the Government and net cash
used in financing activity

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of
year

Cash and cash equivalents at end of year 12

2019 2018
$ $
9,980,134 (737,063)
(332,425) (32,948)
2,803 40,395
(330,867) (181,439)
2,511,535 1,884,906
11,831,180 973,851
55,779 (4,069)
(909,236) (2,180)
1,039,444 3,605,110
(264,169) -
11,752,998 4,572,712
(1,843,262) -
9,909,736 4,572,712
303,967 32,948
(1,052,954) -
9,160,749 4,605,660
16,261,100 11,655,440
25,421,849 16,261,100

The notes on pages 39 to 80 form part of these financial statements.
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(@)

(b)

Notes to the financial statements
(Expressed in Hong Kong dollars unless otherwise indicated)

General

The Prince Philip Dental Hospital (“the Hospital”) is a subvented organisation of the Government of
the Hong Kong Special Administrative Region (“the Government”) and is funded on a discretionary
grant basis. By discretionary grant, it refers to subvention given by the Government at its discretion
to wholly or partly support the funding requirements of the Hospital. This subvention mode may
allow certain degree of autonomy for the Hospital to hold reserves and plough back resources into
its subvented programme of activities.

The registered address and principal place of business is 34 Hospital Road, Sai Ying Pun, Hong
Kong.

The financial statements are presented in Hong Kong dollars (“HK$”), which is the same as the
functional currency of the Hospital.

The principal activities of the Hospital are the provision of facilities for the training of dentists and
other persons in professions supplementary to dentistry.

Significant accounting policies
Statement of compliance

These financial statements have been prepared in accordance with all applicable Hong Kong
Financial Reporting Standards (“HKFRSs”), which collective term includes all applicable individual
Hong Kong Financial Reporting Standards, Hong Kong Accounting Standards (“HKASs”) and
Interpretations issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA”) and
accounting principles generally accepted in Hong Kong. These financial statements also comply
with section 4 “Financial Arrangements” of Memorandum of Administrative Arrangements (“MAA”)
between the Government and the Hospital effective from 1 April 2018. Significant accounting
policies adopted by the Hospital are disclosed below.

The HKICPA has issued certain new and revised HKFRSs that are first effective or available for
early adoption for the current accounting period of the Hospital. Note 2(c) provides information on
any changes in accounting policies resulting from initial application of these developments to the
extent that they are relevant to the Hospital for the current and prior accounting periods reflected in
these financial statements.

Basis of preparation of the financial statements

The measurement basis used in the preparation of the financial statements is the historical cost
basis.

The financial statements have been prepared on a going concern basis because the Hospital is a

subvented organisation of the Government. The Government will provide subsidies to the Hospital
to assist towards the running of the Hospital.

40



(b)

(c)

(i)

FEEFHEER (8)
BRI R EE (4B

EAREUTS (EBMBREHER) NMBERER, SEEANSBERINER, LUREE. &
IR H R S EERBRRIF EELFIER. ARTFIRER. Bt NERR R ERIR R EERA
EEERNRERERRAGENSERMRRMFLN, EERNAEEEELKBEEMRIERING
BREERSEREERAELAERIKIE. BEERTERRINRMAREER.

EEEEAEERNSIRAERRR. MRESFHETVETRERNEE—HE, ARTEEeR
ZHAEATER, MNRETHERMARRBEYERE, MSERRMRIREAER.

BaBFEAINETT

EREFHIIAERM T SR AEETH (FBMBHREER) | BRETRAENASEHHE
BRER. B, NSRRI ER:

() (EBMBHRSER) Fo5R [EMTA]

(i) (EBMBHRSER) 551557 [EEFERTELIAMIN]
Rl R IEE RSt RR AR E R R B,
(EBMBHREER) F95R [EMTA]

(ERMBREER) 5 958K (FBT1ER) F 395K [EMTHR: BANTE] . ERE
THEINTESHEE. SHaEN—LEEFERMIERGIRNENR,

FiEERFREEREHER (FBMBRSLER) 5 958= 2018 £4 B 1 AFERIEE.
It, HEEEREERE (FE TR 5 39 57iRkE.

(ERMBRSER) 5 9 REERE (FBTETHR) 5 39 SREHEMEESENTENRE
RE. Eit, R (FBMBEREER) 5 9 SRUATFEEE 2018 F£4 B 1 HAREMEENR
[EI=R

BRAGR (EFBMBFREER) 5 o SRAVSHHBERRVE—L51E, F2RMEE 2(e) .

41



Significant accounting policies (continued)

(b)

()

Basis of preparation of the financial statements (continued)

The preparation of financial statements in conformity with HKFRSs requires management to make
judgements, estimates and assumptions that affect the application of policies and reported amounts
of assets, liabilities, income and expenses. The estimates and associated assumptions are based
on historical experience and various other factors that are believed to be reasonable under the
circumstances, the results of which form the basis of making the judgements about carrying values
of assets and liabilities that are not readily apparent from other sources. Actual results may differ
from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the revision
affects only that period, or in the period of the revision and future periods if the revision affects both
current and future periods.

Changes in accounting policies

The HKICPA has issued a number of new HKFRSs and amendments to HKFRSs that are first
effective for the current accounting period of the Hospital. Of these, the following developments are
relevant to the Hospital’s financial statements:

(i) HKFRS 9, Financial instruments
(i) HKFRS 15, Revenue from contracts with customers

The Hospital has not applied any new standard or interpretation that is not yet effective for the
current accounting period.

HKFRS 9, Financial instruments

HKFRS 9 replaces HKAS 39, Financial instruments: recognition and measurement. It sets out the
requirements for recognising and measuring financial assets, financial liabilities and some contracts
to buy or sell non-financial items.

The Hospital has applied HKFRS 9 retrospectively to items that existed at 1 April 2018 in
accordance with the transition requirements. Therefore, the comparative information continues to
be reported under HKAS 39.

HKFRS 9 largely retains the existing requirements in HKAS 39 for the classification and
measurements of financial assets. Hence, the adoption of HKFRS 9 does not affect the carrying
amount of the Hospital's financial assets as at 1 April 2018.

For further details on the Hospital's accounting policy regarding the adoption of HKFRS 9, see note
2(e).
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Significant accounting policies (continued)

(c)
(ii)

Changes in accounting policies (continued)
HKFRS 15, Revenue from contracts with customers

HKFRS 15 establishes a comprehensive framework for recognising revenue and some costs from
contracts with customers. HKFRS 15 replaces HKAS 18, Revenue, which covered revenue arising
from sale of goods and rendering of services, and HKAS 11, Construction contracts, which specified
the accounting for construction contracts.

HKFRS 15 also introduces additional qualitative and quantitative disclosure requirements which aim
to enable users of the financial statements to understand the nature, amount, timing and uncertainty
of revenue and cash flows arising from contracts with customers.

The Hospital has elected to use the cumulative effect transition method and has recognised the
cumulative effect of initial application as an adjustment to the opening balance of equity at 1 April
2018. Therefore, comparative information has not been restated and continues to be reported under
HKAS 18.

Details of the nature and effect of the changes on previous accounting policies are set out below:
A.  Presentation of contract assets and liabilities

Under HKFRS 15, a receivable is recognised only if the Hospital has an unconditional right to
consideration. If the Hospital recognises the related revenue (see note 1(k)) before being
unconditionally entitled to the consideration for the promised goods and services in the
contract, then the entitlement to consideration is classified as a contract asset. Similarly, a
contract liability, rather than a payable, is recognised when a customer pays non-refundable
consideration, or is contractually required to pay non-refundable consideration and the
amount is already due, before the Hospital recognises the related revenue. For a single
contract with the customer, either a net contract asset or a net contract liability is presented.
For multiple contracts, contract assets and contract liabilities of unrelated contracts are not
presented on a net basis (see note 1(f)).

To reflect these changes in presentation, the Hospital has made following adjustments at 1
April 2018, as a result of the adoption of HKFRS 15:

(i) “Receipt in advance” amounting to $1,663,232 which was previously included creditors
and other payables (note 13) are now included under contract liabilities (note 13).
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Significant accounting policies (continued)

(c)
(ii)

Changes in accounting policies (continued)

HKFRS 15, Revenue from contracts with customers (continued)

B.

Disclosure of the estimated impact on the amounts reported in respect of the year ended 31

March 2019 as a result of the adoption of HKFRS 15 on 1 April 2018

The following tables summarise the estimated impact of adoption of HKFRS 15 on the
Hospital’s financial statements for the year ended 31 March 2019, by comparing the amounts
reported under HKFRS 15 in these financial statements with estimates of the hypothetical
amounts that would have been recognised under HKAS 18 if HKAS 18 had continued to apply
to 2019 instead of HKFRS 15. These tables show only those line items impacted by the

adoption of HKFRS 15:

Amounts
reported in
accordance with
HKFRS 15
(A)
$
Line items in the statement of
financial position as at
31 March 2019 impacted by the
adoption of HKFRS 15:
Creditors and other payables 16,193,639
Contract liabilities 1,399,063
Total current liabilities 17,592,702

Hypothetical
amounts under
HKAS 18

(B)

$

17,592,702

17,592,702

Difference:
Estimated
impact of
adoption of
HKFRS 15
on 2019
(A)-(B)

$

(1,399,063)
1,399,063

The significant differences arise as a result of the changes in accounting policies described

above.
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Significant accounting policies (continued)

(d)

(€)

Inventories

Inventories represent dental supplies and consumables purchased. Inventories are carried at the
lower of cost and net realisable value.

Cost is calculated using the weighted average cost formula and comprises all costs of purchase
and other costs incurred in bringing the stocks to their present location and condition.

Net realisable value is the estimated selling price in the ordinary course of business less the
estimated costs necessary to make the sale.

When stocks are sold, the carrying amount of those stocks is recognised as an expense in the
period in which the related income is recognised. The amount of any write down of stocks to net
realisable value and all losses of stocks are recognised as an expense in the period the write down
or loss occurs. The amount of any reversal of any write down of inventories is recognised as a
reduction in the amount of inventories recognised as an expense in the period in which the reversal
occurs.

Debtors and other receivables

A receivable is recognised when the Hospital’s has an unconditional right to receive consideration.
A right to receive consideration is unconditional if only the passage of time is required before
payment of that consideration is due.

Receivables are stated at amortised cost using the effective interest method less allowance for
credit losses as determined below:

(A) Policy applicable from 1 April 2018

The loss allowance is measured at an amount equal to lifetime expected credit losses
(“ECLSs”), which are those losses that are expected to occur over the expected life of the
receivables. The loss allowance is estimated using a provision matrix based on the Hospital’s
historical credit loss experience, adjusted for factors that are specific to the debtors and an
assessment of both the current and forecast general economic conditions at the reporting
date.

ECLs are remeasured at each reporting date with any changes recognised as an impairment
gain or loss in income and expenditure. The Hospital recognises an impairment gain or loss
with a corresponding adjustment to the carrying amount of debtors and other receivables
through a loss allowance account.

The gross carrying amount of a debtor or other receivable 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 Hospital 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.
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Significant accounting policies (continued)

(e)

()

(9)

Debtors and other receivables (continued)
(B) Policy applicable prior to 1 April 2018

Impairment losses were recognised when there was objective evidence of impairment and
were measured as the difference between the carrying amount of the financial asset and the
estimated future cash flows, discounted at the asset’s original effective interest rate where the
effect of discounting was material. Objective evidence of impairment included observable
data that came to the attention of the Hospital about events that had an impact on the asset’s
estimated future cash flows such as significant financial difficulty of the debtor.

When the recovery of a debtor or other receivable was considered doubtful but not remote,
associated impairment losses were recorded using an allowance account. When the Hospital
was satisfied that recovery was remote, the amount considered irrecoverable was written off
against the gross carrying amount of those assets directly. Subsequent recoveries of amounts
previously charged to the allowance account were reversed against the allowance account.
Other changes in the allowance account and subsequent recoveries of amounts previously
written off directly were recognised in income and expenditure.

Contract assets and contract liabilities

A contract asset is recognised when the Hospital recognises revenue (see note 1(k)) before being
unconditionally entitled to the consideration under the payment terms set out in the contract.
Contract assets are assessed for ECL in accordance with the policy set out in note 1(e) and are
reclassified to receivables when the right to the consideration has become unconditional (see note

1(e)).

A contract liability is recognised when the customer pays non-refundable consideration before the
Hospital recognises the related revenue (see note 1(k)). A contract liability would also be
recognised if the Hospital has an unconditional right to receive non-refundable consideration before
the Hospital recognises the related revenue. In such cases, a corresponding receivable would also
be recognised (see note 1(e)).

For a single contract with the customer, either a net contract asset or a net contract liability is

presented. For multiple contracts, contract assets and contract liabilities of unrelated contracts are
not presented on a net basis.

Payables

Payables are initially recognised at fair value and subsequently stated at amortised cost unless the
effect of discounting would be immaterial, in which case they are stated at cost.
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Significant accounting policies (continued)

Cash and cash equivalents
Cash and cash equivalents comprise cash at bank and on hand, demand deposits with banks and
other financial institutions, and short-term, highly-liquid investments that are readily convertible into

known amounts of cash and which are subject to an insignificant risk of changes in value, having
been within three months of maturity at acquisition.

Employee benefits

Staff retirement schemes

The Hospital has two approved occupational retirement benefit schemes for the benefit of its staff
who were employed before 1 December 2000. Staff who were employed since 1 December 2000
joined the mandatory provident fund scheme. One of the two approved occupational retirement
benefit schemes is defined contribution and the other is a hybrid scheme, with some members on
a defined contribution basis and some on a defined benefit basis. The defined benefit portion of the
hybrid scheme relates to those staff remunerated on a salary scale equivalent to the Government
Model Scale 1 and entitled to a terminal gratuity on retirement.

Payments to defined contribution retirement benefit scheme (including mandatory provident fund
scheme and occupational retirement benefit scheme) and defined contribution portion of the hybrid
scheme are recognised as an expense in surplus or deficit in line item “personnel emoluments”
when employees have rendered service entitling them to the contributions.

For defined benefit portion of hybrid scheme, the cost of providing benefits is determined using the
Projected Unit Credit Cost method, with actuarial valuations being carried out at the end of each
annual reporting period. Remeasurement, comprising actuarial gains and losses, the effect of the
changes to the asset ceiling (if applicable) and the return on plan assets (excluding interest), is
reflected immediately in the statement of financial position with a charge or credit recognised in
other comprehensive income in the period in which they occur. Remeasurement recognised in
other comprehensive income is reflected immediately in accumulated deficits and will not be
reclassified to income or expenditure. Past service cost is recognised in surplus or deficit in the
period of a plan amendment. Netinterestis calculated by applying the discount rate at the beginning
of the period to the net defined benefit liability or asset. Defined benefit costs are categorised as
follows:

e service cost (including current service cost, past service cost, as well as gains and losses on
curtailments and settlements);

e netinterest expense or income; and

e remeasurement.
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Significant accounting policies (continued)

Employee benefits (continued)

Staff retirement schemes (continued)

The Hospital presents the first two components of defined benefit costs in surplus or deficit in the
line item “personnel emoluments”. Curtailment gains and losses are accounted for as past service
costs.

Short-term and other long-term employee benefits

Short-term employee benefits are recognised at the undiscounted amount of the benefits expected
to be paid as and when employees rendered the services. All short-term employee benefits are
recognised as an expense unless another HKFRS requires or permits the inclusion of the benefit in
the cost of an asset.

A liability is recognised for benefits accruing to employees (such as wages and salaries, annual
leave and sick leave) after deducting any amount already paid.

Liabilities recognised in respect of other long-term employee benefits are measured at the present
value of the estimated future cash outflows expected to be made by the Hospital in respect of
services provided by employees up to the reporting date. Any changes in the liabilities’ carrying
amounts resulting from service cost, interest and remeasurements are recognised in surplus or
deficit except to the extent that another HKFRS requires or permits their inclusion in the cost of an
asset.

The retirement benefit obligation recognised in the statement of financial position represents the
actual deficit or surplus in the Hospital's defined benefit plans. Any surplus resulting from this
calculation is limited to the present value of any economic benefits available in the form of refunds
from the plans or reductions in future contributions to the plans.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or amount when the Hospital has a legal
or constructive obligation arising as a result of a past event, it is probable that an outflow of economic
benefits will be required to settle the obligation and a reliable estimate can be made. Where the
time value of money is material, provisions are stated at the present value of the expenditure
expected to settle the obligation.

Where it is not probable that an outflow of economic benefits will be required, or the amount cannot
be estimated reliably, the obligation is disclosed as a contingent liability, unless the probability of
outflow of economic benefits is remote. Possible obligations, whose existence will only be
confirmed by the occurrence or non-occurrence of one or more future events are also disclosed as
contingent liabilities unless the probability of outflow of economic benefits is remote.
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2  Significant accounting policies (continued)

(k) Income recognition

Income is recognised by the Hospital when it arises from the sale of goods, the provision of services
or the use by others of the Hospital's assets under leases in the ordinary course of the Hospital's
operations.

Income is recognised when control over a product or service is transferred to the customer, or the
lessee has the right to use the asset, at the amount of promised consideration to which the Hospital
is expected to be entitled, excluding those amounts collected on behalf of third parties. Income is
after deduction of any trade discounts.

Further details of the Hospital’s income recognition policies are as follows:

(i)  Recurrent Government subvention is recognised as income on a systematic basis over the
periods for which the grants are intended to compensate. Government subvention related to
depreciable assets is recognised as a deduction from the cost of the relevant assets in the
statement of financial position. Government subvention that is receivable as compensation
for expenses already incurred or for the purpose of giving immediate financial support to the
Hospital with no future related costs is recognised as an income in the period in which it
becomes receivable.

(i) Patient fees and charges are recognised when dental services are provided and are after
deduction of any discounts allowed.

(iii)  Tuition fees are recognised when training courses are conducted.

(iv) Interestincome is recognised as it accrues using the effective interest method.

()  Translation of foreign currencies

Foreign currency transactions during the year are translated into Hong Kong dollars at the exchange
rates ruling at the transaction dates. Monetary assets and liabilities denominated in foreign
currencies are translated into Hong Kong dollars at the exchange rates ruling at the balance sheet
date. Exchange gains and losses are recognised in surplus or deficit.

(m) Related parties
(a) A person, or a close member of that person’s family, is related to the Hospital if that person:
(i)  has control or joint control over the Hospital;
(i)  has significant influence over the Hospital; or

(i) is a member of the key management personnel of the Hospital or the Hospital’s parent.
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Significant accounting policies (continued)

(m) Related parties (continued)

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

(i)  The entity and the Hospital 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
Hospital or an entity related to the Hospital.

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

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

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

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.

Recurrent Government subvention

Subvention income represents the amount approved by the Food and Health Bureau to meet the
current year’s recurrent expenditure.

Under HKAS 20, Accounting for Government Grants and Disclosure of Government Assistance,
government grants related to assets shall be presented in statement of financial position either by
(i) setting up the grant as deferred income, where the amount spent on capital expenditure shall be
recorded as deferred capital funds and released and credited to the income and expenditure on a
straight-line basis over the estimated useful lives of the related assets when the assets are put in
use, to the extent of the related depreciation expense for that period (gross presentation method)
or (ii) by deducting the grant in arriving at the carrying amount of the asset (net presentation
method). The Hospital has adopted the net presentation method. During the year ended 31 March
2019, depreciable assets of $2,398,579 (2018: $5,713,579) is deducted from the carrying amount
of relevant assets in the statement of financial position. The amount is excluded from total capital
Government subvention under note 9 which concerns the Hospital’'s capital works projects only
(under Subheads 85C and 899).
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6,160,104 7,959,841
2,375,755 2,347,286
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1,291,030 1,280,963
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128,138,883 117,328,067
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4. Patient fees and charges

The principal activities of the Hospital are the provision of facilities for the training of dentists and
other persons in professions supplementary to dentistry.

Income represents the amount earned in respect of the provision of facilities and related services
during the year and they are all within the scope of HKFRS 15.

2019 2018
$ $
Teaching patient fee 6,160,104 7,959,841
Private patient fee 2,375,755 2,347,286
8,535,859 10,307,127
5. Tuition fees

2019 2018
$ $
Training of student dental technicians 1,291,030 1,280,963
Training of student dental hygienists 339,696 681,980
Training of student dental surgery assistants 270,010 331,374
Training of student dental therapists 78,953 78,953
1,979,689 2,373,270

6. Personnel emoluments
2019 2018
$ $
Salaries 104,268,715 97,047,954
Retirement benefits 13,679,425 13,086,775
Wages for temporary staff 7,944,785 5,443,651
Allowances 2,245,958 1,749,687
128,138,883 117,328,067
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7. Other operating charges

2019 2018

$ $

Specialist supplies and consumables 20,374,974 13,737,736
Repairs and maintenance 22,814,041 17,633,296
Fuel, light and power 7,217,004 6,987,521
Hire of services and professional fees 12,140,014 9,753,497
Rates 1,760,000 1,682,000
Administration 1,559,102 1,226,792
Insurance 1,821,602 883,967
Other charges 3,930,415 1,053,740
71,617,152 52,958,549

8. Taxation

The Hospital is exempted from taxation under Section 88 of the Inland Revenue Ordinance
(Chapter 112) of Hong Kong.

9. Property, plant and equipment

Leasehold
improvements,
furniture,
fixtures and
equipment

Cost:
At 1 April 2017 -
Additions 8,700,699
Less: Total capital Government subvention during the year (8,700,699)
At 31 March 2018 and 1 April 2018 -
Additions 17,075,838
Less: Total capital Government subvention during the year (17,075,838)

At 31 March 2019 -

The total capital Government subvention during the year ended 31 March 2019 ($17,075,838) refers
only to the cost of capital works projects of the Hospital funded by the Government (under Subheads
85C and 899). It excludes the recurrent Government subvention on depreciable assets of
$2,398,579 (2018: $5,713,579) acquired by the Hospital and deductible from the cost of assets
under note 3.

62



10.

BIAEFIEHE]

BEHEE

A EREBCIRTHERR 7 11,167,891 7T (2018 50 11,114,472 7T) , {FRAGETFREREREMK
BIAEFETE(E st ARt B R R AMER T E) AR SR EIPELE RSO AU

HErEF

BREEEMHIIBIAEFIETEISN, KRB RasTEl, EMOoNEIEZREHTNIBORETZHRE
@, BEFTERIERERNERD RIRRFAAESR BT S —REF R, WER 2000 F 12 B 1 HEY
RENET, I ERARESAWEE.

EEBHREMALER 41\1‘%1%

e REEMNFEIREER DEYRARINESa EEIE,
BRk, WLZETEIRFIEIERR. B

A=
BRAL. FREXENER. FEARHEBLUNRBES!
BaERESEEFIEREBR.

=65
===
=
[=FA

BAENZUFENTREAFRIKREZAFRIRBFERAE. Ml ERHEMIRAERE
s

AhaYR AT BN EREF O BEREERER, fil. RERMR. FRERIIFH SRR,

REE g REEMFEISENRERSETXEFURVTREE, NRHEIEE
RIEER(EARITERR, AIBRERFEEINEERBER. ZtElBrHkEESFR
BB TEFRETEIRE.

HRFTEREBRAME, ERRAR/KHIEEERENRKREZESFIME

g@@iﬁﬁﬁﬂ’]ﬁ&/f h:. =

FRERS ESFFIETIESIGNGTEISE - AR, FHEEBIRERREI_EFHEHT
HEDBaE.

Frembs e EIaENIRERSEEIRENARKFS(FETE. B, stEIK

BInFmSnEstEIaE.

63



10.

Retirement benefit schemes

Defined contribution

The total expense recognised in statement of comprehensive income and expenditure of
$11,167,891 (2018: $11,114,472) represents contributions payable to the defined contribution
schemes (including mandatory provident fund scheme and occupational retirement benefit scheme)
and the defined contribution portion of the hybrid scheme by the Hospital in respect of the current
accounting year.

Defined benefit

Apart from the defined contribution retirement benefit scheme, the Hospital also has a hybrid
scheme, with some members on a defined contribution basis and some on a defined benefit basis.
The defined benefit portion of the hybrid scheme relates to those staff employed before 1 December
2000 remunerated on a salary scale equivalent to the Government Model Scale 1 and entitled to a
terminal gratuity on retirement.

The hybrid defined benefit scheme is administered by a separate fund that is legally separated from
the Hospital. The Board of Governors comprises members from the private enterprise, public
sector, representatives of dental profession, the staff of The University of Hong Kong and
Government officers, who act in the interest of the scheme. The Board of Governors is responsible
for the investment policy with regard to the assets of the fund.

The retirement benefits are calculated based on the financial monthly salary on attainment of a
retirement age of 60 and number of years of services. No other post-retirement benefits are
provided.

The defined benefits portion of the hybrid scheme exposes the Hospital to actuarial risks such as
investment risk, interest rate risk, and salary risk.

Investment risk: The present value of the defined benefit plan liability is calculated using a
discount rate determined by reference to high quality corporate bond yields;
if the return on plan asset is below this rate, it will create a plan deficit.
Currently the plan has a relatively balanced investment in equity securities
and debt instruments.

Due to the long-term nature of the plan liabilities, the Board of Governors
considers it appropriate that a reasonable portion of the plan assets should
be invested in equity securities to leverage the return generated by the fund.

Interest risk: A decrease in the bond interest rate will increase the plan liability; however,
this will be partially offset by an increase in the return on the plan’s debt
investments.

Salary risk: The present value of the defined benefit plan liability is calculated by

reference to the future salaries of plan participants. As such, an increase in
the salary of the plan participants will increase the plan’s liability.
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10.

Retirement benefit schemes (continued)

Defined benefit (continued)

The most recent actuarial valuations of plan assets and the present values of the defined benefit
obligation were carried out at 31 March 2019 and 2018 by Willis Towers Watson in Hong Kong.
The present values of the defined benefit obligation, the related current service cost and past service
cost are measured using the Projected Unit Credit Cost method.

The principal assumptions used for the purposes of the actuarial valuations are as follows:

Discount rate
Expected rate of salary increases
Expected average remaining working lives

Note: As at 31 March 2019, there were no members remained in the scheme.

Amounts recognised in comprehensive income in respect of the defined benefit portion of the hybrid

scheme are as follows:

Current service cost

Net interest income

Administrative cost and group life premium deducted
from contribution

Components of defined benefits costs recognised in
surplus or deficit

Remeasurement on the net retirement benefit assets:

- Return on plan assets (excluding amounts included
in net interest income)

- Actuarial gains arising from changes in financial
assumptions

- Actuarial gains/(losses) arising from experience
adjustments

Components of defined benefit costs recognised in
other comprehensive income

2019
(Note)

N/A
N/A
N/A

2018

1.0%
2.62%
0.39 years

2019 2018
$ $
(7,103) (44,690)
4,300 4,875
- (580)
(2,803) (40,395)
4,788 173,954
- 17,057
21,804 (22,962)
26,592 168,049
23,789 127,654

The charge for the year has been included in personnel emoluments in surplus or deficit.

The remeasurement of the net retirement benefit assets is included in other comprehensive income.
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10.

Retirement benefit schemes (continued)

Defined benefit (continued)

The amount included in the statement of financial position arising from the Hospital’s obligations in
respect of the defined benefit portion of the hybrid retirement benefit scheme is as follows:

2019 2018
$ $
Fair value of plan assets 1,126,426 1,944,604
Present value of the obligations - (841,967)
Net assets arising from defined benefit obligation
recognised in the statement of financial position as
non-current assets 1,126,426 1,102,637

Movements in the present value of the defined benefit obligations in the current year are as follows:

2019 2018
$ $

At 1 April 841,967 2,260,342
Current service cost 7,103 44,690
Interest cost 3,284 9,131
Actual benefits paid (830,550) (1,478,101)
Remeasurement gains:
- Actuarial gains arising from changes in financial

assumptions - (17,057)
- Actuarial (gains)/losses arising from experience

adjustments (21,804) 22,962
At 31 March - 841,967

Movements in the present value of the plan assets in the current year are as follows:

2019 2018

$ $

At 1 April 1,944,604 3,235,325

Interest income 7,584 14,006
Administration cost and group life premium deducted

from contribution - (580)

Actual benefits paid (830,550) (1,478,101)

Remeasurement gains of return on plan assets
(excluding amounts included in net interest income) 4,788 173,954
At 31 March 1,126,426 1,944,604
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10. Retirement benefit schemes (continued)

Defined benefit (continued)

The fair value of the plan assets at the end of the reporting period/or each category, are as follows:

2019 2018

$ $

Equity instruments 56,321 641,719
Debt instruments 946,198 1,050,086
Cash and cash equivalents 123,907 252,799
1,126,426 1,944,604

The fair values of the above equity and debt instruments are determined based on quoted market
prices in active markets.

The actual return on plan assets is a gain of $12,372 (2018: gain of $187,960).
The plan assets do not include any property occupied by the Hospital.

Significant actuarial assumptions for the determination of the defined benefit obligation are discount
rate and expected salary increase rate. The sensitivity analyses below have been determined
based on reasonably possible changes of the respective assumptions occurring at the end of the
reporting period, while holding all other assumptions constant.

« If the discount rate is 25 basis points lower/higher, the defined benefit obligation would
increase/decrease by Nil (2018: $803).

e If the expected salary growth increases/decreases by 25 basis point, the defined benefit
obligation would increase/decrease by Nil (2018: $2,051).

The sensitivity analyses presented above may not be representative of the actual change in the
defined benefit obligation as it is unlikely that the change in assumptions would occur in isolation of
one another as some of the assumptions may be correlated.

Furthermore, in presenting the above sensitivity analyses, the present value of the defined benefit
obligation has been calculated using the Projected Unit Credit Cost method at the end of the

reporting period, which is the same as that applied in calculating the defined benefit obligation
liability recognised in the statement of financial position.

There is no change in the methods and assumptions used in preparing the sensitivity analyses from
prior years.

The average duration of the benefit obligation at 31 March 2019 is Nil (2018: 0.39 years).

The Hospital does not expect to make a contribution to the hybrid defined benefit plan during next
financial year.
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11. Debtors, deposits and prepayments

Debtors
Other debtors, deposits and prepayments

2019 2018
$ $

124,639 204,642
2,362,334 1,344,637
2,486,973 1,549,279

The Hospital allows an average credit period of 14 days (2018: 14 days) to its customers. The
Hospital does not hold any collateral over these balances. The average age of these debtors and

other debtors is 69 days (2018: 81 days).

12. Cash and bank balances

Cash and bank balances comprise:

2019 2018

$ $

Cash in hand and at bank and in hand 8,421,864 12,261,100

Time deposits 17,059,985 4,060,000
Cash and bank balances in the statement of financial

position 25,481,849 16,321,100
Less: Time deposits with original maturity over three

months (60,000) (60,000)

Cash and cash equivalents in the cash flow statement 25,421,849 16,261,100

The fixed deposits of $17,059,985 (2018: $4,060,000) carry fixed interest rate ranging from 0.35%

to 1.50% (2018: 0.05% to 1.08%) per annum.

13 Creditors, other payables and contract liabilities

31 March 1 April 31 March

Note 2019 2018 (i) 2018 (i)

$ $ $

Creditors 13,672,987 12,965,055 12,965,055
Accrued charges and receipts in

advance 2,520,652 2,189,140 3,852,372

Contract liabilities (i) 1,399,063 1,663,232 -

17,592,702 16,817,427 16,817,427
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13

14.

Creditors, other payables and contract liabilities (continued)
Notes:

(i)  The Hospital has initially applied HKFRS 15 using the cumulative effect method and adjusted
the opening balance at 1 April 2018. Comparative information has not been restated.

(i)  Upon the adoption of HKFRS 15, these amounts were reclassified from receipts in advance
to contract liabilities.

Movements in contract liabilities 2019

$
Balance at 1 April 2018 1,663,232
Net decrease in contract liabilities (264,169)
Balance at 31 March 2019

1,399,063

Amount repayable to the Government

Amount repayable to the Government represents the surplus repayable to the Government, which
is unsecured, interest-free and is repayable on demand.

Movements in amount repayable to the Government are as follows:

2019 2018
$ $
At 1 April 1,052,954 50,224
Amount settled during the year (1,052,954) -
Total comprehensive income/(expense) for the year 10,006,726 (569,014)
Increase in retirement benefit assets (23,789) (127,654)
Decrease in accrued annual leave (330,867) (181,439)
Decrease/(increase) in inventories 55,779 (4,069)
Increase in accrued gratuities 668,273 1,884,906
Increase in accumulated surplus 10,376,122 1,052,954
At 31 March
Amount repayable to the Government - 1,052,954
Reserve from subvention 10,376,122 -

With the implementation of the MAA since 1 April 2018, reserve from subvention shall not, at any
one point in time, exceed 15% of the annual recurrent subvention in the current financial year.
During the year ended 31 March 2019, the accumulated surplus of $10,376,122 amounts to 5.2%
of total recurrent Government subvention, including $196,799,421 (page 4 of the Statement of
Comprehensive Income and Expenditure) and $2,398,579 of depreciable assets deductible from
carrying amount of assets (notes 3 and 9 based on net presentation method). In line with the MAA,
should the balance of the reserve from subvention exceed the ceiling allowed (15%), the excess
amount shall be returned to the Government in the current financial year or deducted from the
following year’s Government subvention.
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(@)

(b)

(©)

Financial risk management and fair values of financial instruments

Exposure to credit, liquidity, currency and interest rate risks arises in the normal course of the
Hospital’'s business. These risks are limited by the Hospital’s financial management policies and
practices described below.

Credit risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in
a financial loss to the Hospital. The Hospital's credit risk is primarily attributable to debtors and
other receivables and cash and bank balances.

The Hospital’s exposure to credit risk arising from cash and bank balances is limited because the
counterparties are reputable financial institutions and the Hospital has limited exposure to any single
financial institution, for which the Hospital considers to have low credit risk and the expected credit
loss is immaterial.

In respect of debtors and other receivables, the Hospital has monitoring procedures to ensure that
follow-up action is taken to recover overdue debts. In addition, management reviews the
recoverable amount of each individual debtor at the end of the reporting period to ensure that
adequate impairment losses are made for irrecoverable amounts and considered the credit risks of
debtors and other receivables are low and the expected credit loss is immaterial. In this regard,
management considers that the Hospital’s credit risk is significantly reduced.

Liquidity risk

The Hospital had accumulated surplus of $2,544,939 (2018: deficit of $7,461,787). The Hospital is
a subvented organisation of the Government and the Government will provide subsidies to the
Hospital to assist towards the running of the Hospital. In view of this, management considers the
liquidity risk is insignificant.

The Hospital’s financial liabilities are repayable on demand.

Currency risk

The Hospital collects all of its income in Hong Kong dollars (“HK$”) and incurs most of the recurrent
expenditures as well as capital expenditures in HK$. Management considers that the Hospital's
exposure to foreign currency exchange risk is insignificant as the majority of the Hospital's
transactions are denominated in HK$, the functional currency of the Hospital.

The Hospital currently does not have a foreign currency hedging policy. However, management

monitors foreign exchange exposure and will consider hedging significant foreign currency
exposure should the need arise.
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(d)

(e)

16.

17.

Financial risk management and fair values of financial instruments (continued)

Interest rate risk
The Hospital's fair value interest rate risk relates primarily to fixed-rate bank deposits.

The Hospital is also exposed to cash flow interest rate risk through the impact of rate changes on
its floating-rate bank deposits carrying at prevailing market rate. The Hospital currently does not
have an interest rate hedging policy. However, management monitors interest rate risk exposure
and will consider hedging significant interest rate risk exposure should the need arise. Management
considers that the Hospital’s sensitivity to interest rates is insignificant.

Fair values

All financial instruments are carried at amounts not materially different from their fair values as at
31 March 2019 and 2018.

Major non-cash transactions

During the year, capital expenditure of approximately $17.1 million (2018: $8.7 million) was paid by
the Government directly in the form of Government capital subvention to the suppliers on behalf of
the Hospital.

Related party transactions

For the purpose of these financial statements, transactions between the Hospital and Government
departments, agencies or Government controlled entities are considered to be related party
transactions. Significant related party transactions during the year principally included annual
recurrent and capital subventions received from the Government as disclosed in respective notes
to the financial statements and amounts paid to Hong Kong Productivity Council, and Electrical and
Mechanical Services Trading Fund for providing various consultancy and maintenance services and
sales of equipment to the Hospital as follows:

2019 2018
$ $

Acquisition of equipment via Electrical and Mechanical

Services Trading Fund 10,268,600 2,276,000
Maintenance services fee and sundry expense paid or

payable to Electrical and Mechanical Services

Trading Fund 9,481,726 9,617,285

In addition, the land and buildings used by the Hospital are the property of the Government. The
Hospital does not pay any rent to the Government for the use of land and buildings.

At 31 March 2019, amount repayable to the Government amounted to Nil (2018: $1,052,954).
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19

Related party transactions (continued)

Compensation of key management personnel

The remuneration of members of key management during the year is as follows:

2019 2018

$ $

Salaries and other short-term employee benefits 2,431,352 1,737,600
Contribution to retirement benefit schemes 21,000 18,000
2,452,352 1,755,600

Comparative figures

With the implementation of Memorandum of Administrative Arrangements between the Government
and the Hospital effective from 1 April 2018, the Hospital re-assessed the accounting policy over
Government subvention related to depreciable assets. The Hospital noted that recurrent
Government subvention and other operating charges of $5,713,579 had been presented in gross
on the statement of comprehensive income and expenditure for the year ended 31 March 2018.
Given there would not be any net impact to the deficit and total comprehensive income for the year
ended 31 March 2018, comparative figures for 2019 have been reclassified to conform to current
year’s presentation.

Possible impact of amendments, new standards and interpretations issued but not
yet effective for the year ended 31 March 2019

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

Effective for
accounting periods
beginning on or after

HKFRS 16, Leases 1 April 2019

Annual Improvements to HKFRSs 2015 - 2017 cycle 1 April 2019

The Hospital is in the process of making an assessment of what the impact of these amendments,
new standards and interpretations is expected to be in the period of initial application. So far it has
concluded the adoption of them is unlikely to have a significant impact on the Hospital's financial
statements. While the assessment has been substantially completed, the actual impact upon the
initial adoption of the standards may differ as the assessment completed to date is based on the
information currently available to the Hospital, and further impacts may be identified before the
standard is initially applied in the Hospital’s financial statements for the year ending 31 March 2020.
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