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Audited Accounts
Hospital Authority

Minor Works Funded Under the Capital Works Reserve
Fund Head 708 Subhead 8083MM

- One-Off Grant to the Hospital Authority for Minor Works
Projects

For the year ended 31° March 2016



MAZARS

Independent Auditor’s Report

To the Board of
The Hospital Authority

We have audited the accounts of the Hospital Authority (“HA”) - Minor Works Funded Under the Capital
Works Reserve Fund Head 708 Subhead 8083MM — One-off grant to the Hospital Authority for minor
works projects (“SH8083MM Minor Works Accounts”) set out on pages 3 to 14, which comprise the
balance sheet as at 31% March 2016, and the statement of income and expenditure for the year ended 31
March 2016, and a summary of significant accounting policies and other explanatory information.

HA’s responsibility for the accounts

HA is responsible for the preparation of the SH8083MM Minor Works Accounts in accordance with the
accounting policies set out in note 2 to the SH8083MM Minor Works Accounts, and for such internal
control as the HA determines is necessary to enable the preparation of the SH8083MM Minor Works
Accounts that are free from material misstatement, whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on the SH8083MM Minor Works Accounts based on our audit.
We conducted our audit in accordance with Hong Kong Standards on Auditing issued by the Hong Kong
Institute of Certified Public Accountants. Those standards require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance about whether the SH8083MM Minor Works
Accounts are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
SH8083MM Minor Works Accounts. The procedures selected depend on the auditor’s judgement, including
the assessment of the risks of material misstatement of the SH8083MM Minor Works Accounts, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the
entity’s preparation and presentation of the SH8083MM Minor Works Accounts in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by the management, as well
as evaluating the overall presentation of the SH8083MM Minor Works Accounts.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.
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Independent Auditor’s Report (continued)

To the Board of
The Hospital Authority

Opinion

In our opinion, the SH8083MM Minor Works Accounts for the year ended 31% March 2016 have been
properly prepared, in all material respects, in accordance with the accounting policies set out in note 2 to the
SH8083MM Minor Works Accounts.

Basis of accounting and use of this report

Without qualifying our opinion, we draw attention to note 2 to the SH8083MM Minor Works Accounts
which describes the basis of accounting. This report is intended solely for HA to file with the Food and
Health Bureau (FHB) for submission to the Legislative Council or other related parties of the Hong Kong
Special Administrative Region Government (if necessary), and should not be used for any other purpose.

Certified Public Accountants

Hong Kong, 7 JUL 206

Or Ming Chiu
Practising Certificate number: P04786
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Hospital Authority

Minor Works Funded Under the Capital Works Reserve Fund Head 708 Subhead 8§083MM
- One-Off Grant to the Hospital Authority for Minor Works Projects

Balance Sheet

Non-current Assets
Placement with the Exchange Fund
Fixed income instruments

Current Assets
Placement with the Exchange Fund
Fixed income instruments
Bank deposits

Total Assets

Reserve Fund

e

Glafa CHIN
Director (Finance)
Hospital Authority

18 JuL 2016

The notes on pages 5 to 14 are an integral part of the accounts.

Note

2(d) and 3
2(e)

2(d) and 3
2(e)
2(9

At At

31 March 31% March
2016 2015
HKS$’000 HKS3°000
7,300,000 7,300,000
650,000 900,000
7,950,000 8,200,000
602,794 190,800
250,000 -
2,858,121 3,998,272
3,710,915 4,189,072
11,660,915 12,389,072
11,660,915 12,389,072

o

DrSVLO

Director (Strategy & Planning)
Hospital Authority
28 JUL 2018
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Hospital Authority

Minor Works Funded Under the Capital Works Reserve Fund Head 708 Subhead 8083MM
- One-Off Grant to the Hospital Authority for Minor Works Projects

Statement of Income and Expenditure

Note
Income
Cash flow earmarked for minor works projects 4
Expenditure b}

Facility rejuvenation programme

Capacity enhancement programme

Safe engineering programme

Universal accessibility programme

Regular maintenance/minor works and preparatory
works for major capital works projects

Surplus for the year/period

The notes on pages 5 to 14 are an integral part of the accounts.

For the period

from 12"

February 2014

(date of funding

For the received from
year ended FHB) to
31°* March 2016 31* March 2015
HKS$’000 HKS$°000
1,200,000 890,000
180,051 135,726
190,265 136,794
46,507 29,099
160,804 94,610
622,373 493,771
1,200,000 890,000
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Hospital Authority
Minor Works Funded Under the Capital Works Reserve Fund Head 708 Subhead 8083MM
- One-Off Grant to the Hospital Authority for Minor Works Projects

Notes to the Accounts

@

(b)

BACKGROUND

With the approval of the Finance Committee of the Legislative Council on 20" December 2013, the
Government provided a one-off grant of HK$13,000,000,000 (under Capital Works Reserve Fund
(CWRF) Head 708 Subhead 8083MM) to Hospital Authority (“HA”) on 12" February 2014 for
carrying out minor works projects in the next ten years or so starting from 2014-15 to improve the
condition and environment of HA’s ageing facilities and enhance their service capacity to complement
other major new hospital or hospital renovation projects. Minor works projects under five planned
programmes, with costing not more than HK$75 million for each individual item, are funded by the
one-off grant. The five programmes are facility rejuvenation programme, capacity enhancement
programme, safe engineering programme, universal accessibility programme and regular
maintenance/minor works and preparatory works for major capital works projects. For the use of funds,
HA has to seek prior approval from the Government for each individual project before implementation.

PRINCIPAL ACCOUNTING POLICIES
Basis of preparation

The principal accounting policies adopted in the preparation of the accounts of Hospital Authority
(“HA”) - Minor Works Funded Under the Capital Works Reserve Fund Head 708 Subhead
8083MM - One-off grant to the Hospital Authority for minor works projects (“SH8083MM Minor
Works Accounts”) are set out below. The SH8083MM Minor Works Accounts have been prepared
under the historical cost convention for the specific purpose of presenting the receipt and
management of the one-off grant and the applications of this grant on those minor works projects
which are mentioned in note 1.

Recognition of income

The one-off grant received from the Government under Capital Works Reserve Fund Head 708
Subhead 8083MM — One-off grant to the Hospital Authority for minor works projects is recognised
in the reserve fund upon receipt of cash by HA.

Each year, cash flow earmarked for minor works projects to be funded by this one-off grant is
transferred from the reserve fund and recognised as income for the reporting period.

The interest from the placement with the Exchange Fund, bank deposits and fixed income
instruments is recognised in the reserve fund when the amount is received. Any exchange
gains/losses arising from translating foreign currency deposits at the rates of exchange ruling at the
transaction dates or reporting date, is also dealt with in the reserve fund.
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Hospital Authority
Minor Works Funded Under the Capital Works Reserve Fund Head 708 Subhead 8083MM
- One-Off Grant to the Hospital Authority for Minor Works Projects

Notes to the Accounts

2.

(©)

@)

()

®

PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

Expenditure

All payments for the minor works projects funded under Head 708 Subhead 8083MM — One-off
grant to the Hospital Authority for minor works projects are charged as expenses in the statement of
income and expenditure upon payments by HA.

Audit fee of SH8083MM Minor Works Accounts is borne by HA head office.

Placement with the Exchange Fund

Placement with the Exchange Fund includes the principal sum and interest on the placement to be
paid annually on 31% December of each year but has not yet been withdrawn by HA at the end of the
reporting period.

Fixed income instruments

Fixed income instruments represent Hong Kong dollar certificates of deposit with maturity periods
within five years and are stated at purchase cost.

Bank deposits

Bank deposits represent Hong Kong dollar and Renminbi (RMB) time deposit with maturity periods
within a year and are stated at purchase cost translated at year-end exchange rates.

PLACEMENT WITH THE EXCHANGE FUND

As approved by the Government, HA has placed HK$7,300,000,000 with the Exchange Fund over a
period of six years since 11™ April 2014. The interest on the placement is at a fixed rate determined
annually in January and payable annually in arrears on 31% December. Currently, the rate of return is
calculated on the basis of the average annual rate of return on certain investment portfolio of the
Exchange Fund over the past six years or the average annual yield of three-year government bond in
the previous year (subject to a minimum of zero percent), whichever is the higher. This rate of return
has been fixed at 5.5% and 3.3% per annum for January to December 2015 and January to December
2016, respectively. The interest received up to 31% December 2015 has not been withdrawn by HA and

it continues to bear interest at the same rate payable for the principal amount.
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Hospital Authority
Minor Works Funded Under the Capital Works Reserve Fund Head 708 Subhead 8083MM

- One-Off Grant to the Hospital Authority for Minor Works Projects

Notes to the Accounts

3. PLACEMENT WITH THE EXCHANGE FUND (CONTINUED)

The placement with the Exchange Fund is analysed as follows:

At At

31* March 31* March

2016 2015

HEKS$’000 HK$°000

Original principal amount 7,300,000 7,300,000
Interest received up to reporting date 602,794 190,800
7,902,794 7,490,800
Less: non-current portion (7,300,000) (7,300,000)
Current portion 602,794 190,800
Interest for January to March 2016 and 2015 64,842 101,588

Interest for January to March 2016 will be recognised in the reserve fund upon receipt in the next
accounting year in accordance with the accounting policy set out in note 2(b).
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Hospital Authority
Minor Works Funded Under the Capital Works Reserve Fund Head 708 Subhead 8083MM
- One-Off Grant to the Hospital Authority for Minor Works Projects

Notes to the Accounts

4.

RESERVE FUND

Movements of reserve fund under the SH8083MM Minor Works Accounts are shown below:

At beginning of the year/period
One-off grant received from the Government

Add: Interest from the placement with the Exchange Fund
during the year/period (Note 3)

Add: Interest from bank deposits
during the year/period (Note a)

Less: Exchange loss (Note b)
Less: Cash flow earmarked for minor works projects
Add: Surplus for the year/period

At end of the year/period

For the period

from 12
February 2014
(date of funding
For the received from
year ended FHB) to
31 March 2016 31% March 2015
HKS$’000 HKS$’000
12,389,072 -
- 13,000,000
411,994 190,800
72,062 88,543
(12,213) 271)
(1,200,000) (890,000)
11,660,915 12,389,072

(a) Interest not yet received from bank deposits/fixed income instruments as at 31* March 2016 in the
amount of HK$17,613,000 (2015.: HK$17,869,000), will be recognised in the reserve fund in the
next accounting year in accordance with the accounting policy set out in note 2(b). The weighted
average interest rate for the year was 1.67% (2015: 1.49%).

(b) The exchange loss was arising from devaluation of RMB bank deposits. As at 31 March 2016, the

RMB portfolio was around RMBI165,254,000,

equivalent to HK$198,289,000 (2015:

RMB225,903,000, equivalent to HK3282,424,000). The total interest accumulated since the initial
RMB investment was sufficient to cover the exchange loss.
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Hospital Authority
Minor Works Funded Under the Capital Works Reserve Fund Head 708 Subhead 8083MM
- One-Off Grant to the Hospital Authority for Minor Works Projects

Notes to the Accounts

S.

(@

EXPENDITURE

Top ten projects under each programme (in terms of approved project estimate) as at 31% March 2016
are as follows:

Project description

Facility rejuvenation programme

)

@
©))

“4)
®)

(6)

Q)
®)

®

Improvement Works for Aseptic
Dispensing Service in Queen Mary
Hospital

Setting up of an aseptic dispensing unit
at Tuen Mun Hospital

Improvement Works to Central Sterile
Supplies Department at Queen Mary
Hospital

Planned Maintenance of Wards 10LM of
Prince of Wales Hospital

Renovation Works to Medical Wards at
K8 in Pamela Youde Nethersole Eastern
Hospital

Relocation of Combined Endoscopy
Unit to 3/F at Special Block in Tuen
Mun Hospital

Renovation of Intensive Care Unit at
Ward B8 of Tuen Mun Hospital
Renovation of Central Sterilization
Supply Department at Tuen Mun
Hospital

Improvement Works to Wards G4 & H4
for Enhancement of Psychiatric Services
in Pamela Youde Nethersole Eastern
Hospital

(10)Renovation of Ward B7 in Tuen Mun

Hospital

Other Items

Sub-total

Approved
project
estimate
HK$°000

28,800

23,395

23,000

18,000

17,500

13,636

13,000

12,492

12,370

12,000

Actual
expenditure for
the period from

12™ February

Actual 2014 (date of
expenditure for funding received
the year ended from FHB) to
31 March 2016 31* March 2015
HK$'000 HK$°000

6,493 10,188

- 4,343

11,925 1,188

3,325 -

122 8,109

- 5,517

6,221 -

- 537

393 1,619

8,525 -

143,047 104,225

180,051 135,726
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Hospital Authority
Minor Works Funded Under the Capital Works Reserve Fund Head 708 Subhead 8083MM
- One-Off Grant to the Hospital Authority for Minor Works Projects

Notes to the Accounts

5.

(b)

EXPENDITURE (CONTINUED)

Project description

Capacity enhancement programme

(M
@

©))
@)

®
©
M

®)

®

Construction of Additional Operating
Theatres in Princess Margaret Hospital
Renovation Works for Setting Up an
Extended Care Ward in Haven of Hope
Hospital

Provision of Additional Beds at Siu Lam
Hospital

Setting up of Haemopoietic Stem Cell
Transplant Centre in Queen Mary
Hospital

Improvement Works to Shau Kei Wan
General Out-patient Clinic

Renovation of Operating Theatres at the
Duchess of Kent Children’s Hospital
Establishment of Haematology Ward on
3/F at Special Block in Prince of Wales
Hospital

Setting Up of an Expanded Electro-
Medical Diagnostic Unit in Tuen Mun
Hospital

Improvement Works to Endoscopy
Rooms on 2/F, Block B of Yan Chai
Hospital

(10)Establishment of Second Cardiac

Catheterization Laboratory in Tuen Mun
Hospital

Other Items

Sub-total

Approved
project
estimate
HK$°000

29,000

27,359

24,000

21,180

20,000
19,000

19,000

18,000

15,000

15,000

Actual
expenditure for
the period from

12" February

Actual 2014 (date of
expenditure for funding received
the year ended from FHB) to
31* March 2016 31* March 2015
HK3'000 HK$'000

400 -

- 6,707

3,429 -

3,298 2,032

607 -

11,745 769

2,264 15,528

5,892 5,877

9,411 780

86 -

153,133 105,101
190,265 136,794
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Hospital Authority
Minor Works Funded Under the Capital Works Reserve Fund Head 708 Subhead 8083MM
- One-Off Grant to the Hospital Authority for Minor Works Projects

Notes to the Accounts

5. EXPENDITURE (CONTINUED)

Project description

(c) Safe engineering programme

)
0))
€))

Q)
&)
©)

M

®

®

(10)

Replacement of 3 sets of High Voltage
switchboards in Tuen Mun Hospital
Improvement of Power Supply System
in Block A to D in Tuen Mun Hospital
Modernisation of lifts in Day
Treatment Block and Children Wards
as well as Special Block of Prince of
Wales Hospital

Construction of Transformer Room in
Tuen Mun Hospital

Replacement of Low Voltage
Switchboard, Tuen Mun Hospital
Replacement of Air Handling Unit and
Accessory Installation in Queen
Elizabeth Hospital

Improvement of Power Supply System
for 4 Ward Floors at Block A & B in
Tuen Mun Hospital

Replacement of one Electrical
Generator (G02) in Block B of Yan
Chai Hospital

Replacement of one Electrical
Generator (GO1) for Block B in Yan
Chai Hospital

Replacement of Transformers
(TRI/RTG, TR1/SNG, TRS/OTG,
TR6/0OTG) in Tuen Mun Hospital

Other Items

Sub-total

Approved
project
estimate
HK$°000

16,500
15,000

15,000

10,000
7,200

6,000

6,000

5,500

5,500

5,300

Actual
expenditure for
the period from

12" February

2014 (date of

_ Actual funding received
expenditure for f B

the year ended om FHB) to

31 March 2016 31% March 2015

HK3'000 HK3°000

7,000 -

5,400 1,726

2,450 -

759 3,155

2,500 -

2,870 3,130

- 756

337 -

110 -

2,000 300

23,081 20,032

46,507 29,099
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Hospital Authority
Minor Works Funded Under the Capital Works Reserve Fund Head 708 Subhead 8083MM
- One-Off Grant to the Hospital Authority for Minor Works Projects

Notes to the Accounts

S.

(d)

EXPENDITURE (CONTINUED)

Project description

Universal accessibility programme

(1
2

©)]

4

®)

©

Q)
@®
®

(10)

Barrier Free Access Improvement in
Caritas Medical Centre (Phase 2)
Enhancement Works for Barrier Free
Access Provisions in Tuen Mun Hospital
(Main Block Low Zone)

Barrier Free Access Improvement Works
in Prince of Wales Hospital (Staff
Quarters Block A, B, C, D)

Construction of Lift Shaft and
Installation of Lift at Yeo Wing in Tung
Wah Hospital

Barrier Free Access Improvement Works
at Hospital Main Block of Tseung Kwan
O Hospital

Enhancement Works for Barrier Free
Access Provisions in Tuen Mun Hospital
(Main Block High Zone)

Barrier Free Access Improvement in
Princess Margaret Hospital (Phase 1)
Barrier Free Access Improvement in Yan
Chai Hospital (Phase 2)

Improvement Work to Barrier Free
Access at Multi-centre Block A & B at
Pamela Youde Nethersole Eastern
Hospital

Improvement Works to Barrier Free
Access Facilities at Tung Wah Eastern
Hospital

Other Items

Sub-total

Approved
project
estimate
HK3'000

9,980

9,900

9,800

9,800

9,800

9,500

9,500
9,500

9,500

9,500

Actual
expenditure for
the period from

12" February

2014 (date of

expendit lﬁ,?;.’:: funding received
the year ended from FHB) to
31* March 2016 31" March 2015
HK$’000 HKS$000

1,230 4,589

6,415 36

6,926 .

984 704

- 5,636

5,454 30

3,216 3,419

1,244 4,648

341 1,819

134,994 73,729

160,804 94,610
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Hospital Authority
Minor Works Funded Under the Capital Works Reserve Fund Head 708 Subhead 8083MM
- One-Off Grant to the Hospital Authority for Minor Works Projects

Notes to the Accounts

S.

(e)

EXPENDITURE (CONTINUED)

Project description

Regular maintenance/minor works and
preparatory works for major capital works
projects

ey

@

3)

©)

)

©)

M

@®
®

(10)

Technical Investigations and
Pre-contract Consultancy Works for the
New Acute Hospital at the Kai Tak
Development Area

Pre-construction Consultancy Services
and Investigation Works for the Project
of the Hospital Authority Supporting
Services Centre in Tin Shui Wai
Pre-construction Consultancy Services
and Technical Investigation Works for
the Extension of Operating Theatre
Block of Tuen Mun Hospital
Construction of Two Subways between
Hospital Sites A, B & C in the Kai Tak
Development Area

Provision of Lift Tower & Elevated
Covered Walkway at Ambulatory Care
Centre in Queen Elizabeth Hospital
Expansion of Haven of Hope Hospital -
Preparation of Tender Document for
Public Works Subcommittee
Submission

Refurbishment of Block M in Kowloon
Hospital

Improvement of Access Road at Queen
Mary Hospital

Pre-contract Consultancy Services for
Conversion of the Senior Staff Quarters
into Pathology Laboratories, Staff
Accommodation and Teaching
Facilities at Queen Mary Hospital
Replacement of Water-cooled Chillers
in Prince of Wales Hospital

Other Items

Sub-total

Grand Total

Approved
project
estimate
HK3°000

66,000

60,000

43,500

31,500

29,800

28,000

26,000

25,500

25,000

25,000

Actual
expenditure for
the period from

12" February

Actual 2014 (date of
expenditure for funding received
the year ended from FHB) to
31*March 2016 31% March 2015
HK3°000 HK$'000

2,500 -

7,321 -

9,073 -

31,500 -

3,400 -

8,835 10,503

15,939 940

577 6,995

21 11,348

543,207 463,985
622,373 493,771
1,200,000 890,000
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Hospital Authority
Minor Works Funded Under the Capital Works Reserve Fund Head 708 Subhead 8083MM
- One-Off Grant to the Hospital Authority for Minor Works Projects

Notes to the Accounts

6. OUTSTANDING LIABILITIES
At 31% March 2016, invoices received but not yet paid amounted to HK$77,974,000 (2015:
HK$112,902,000), which would be charged to the statement of income and expenditure as
expenditure in accordance with the accounting policy set out in note 2(c).

7.  APPROVAL OF ACCOUNTS

The accounts were approved by the board of HA on 28 July 2016.
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