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HONG KONG CHINESE ORCHESTRA LIMITED
(Limited by Guarantee)

REPORT OF THE COUNCIL MEMBERS

The council members (the "Council Members") present their report and the audited financial statements of
Hong Kong Chinese Orchestra Limited (the "Company") and its subsidiaries (the "Group") for the year ended
31 March 2023.

Principal activities

With effect from 1 April 2001, the Company took over from Leisure and Cultural Services Department
("LCSD") of the Government of the Hong Kong Special Administrative Region ("the Government") the
running of the Hong Kong Chinese Orchestra.

The Hong Kong Chinese Orchestra is the only professional Chinese orchestra in Hong Kong and one of the
largest and most renowned of its type in the world. The Company and the Group present symphonic music
based on traditional folk repertoires and full-scale contemporary compositions. The principal activities of the
Company and of the Group consist of providing Chinese music programmes of different styles to blend the
diverse artistic expressions and techniques of today with the traditional culture of China in interpretation of
metropolitan life, as well as rendering promotion, education, research and development of traditional and
modern Chinese music. There were no significant changes in the nature of the Group's principal activities
during the year.

Results
The Group's surplus for the year ended 31 March 2023 and the Group's financial position at that date are set
out in the financial statements on pages 10 to 45.

Council
The Council Members of the Company during the year and up to date of this report were:

Chan Wai Kai (elected as Chairman on 24 October 2022)

Lai Hin Wing, Henry (elected as Vice Chairman on 24 October 2022)
Chan Shum Yue, Bonnie (elected as Vice Chairman on 24 October 2022)
Liu Kam Hing (elected as Treasurer on 24 October 2022)

Lu Hing Yu, Bryant (elected as Hon Secretary on 24 October 2022)
Woo King Hang

Fan Chun Wah, Andrew

Lee Yuen Bing, Nina

Wong Shu Ming

Ng Sau Kei, Wilfred

Chan Wing Wah (appointed on 24 October 2022)

Ling Clarence Chun Kit (appointed on 24 October 2022)

Wong Ka Lun (retired on 24 October 2022)



HONG KONG CHINESE ORCHESTRA LIMITED
(Limited by Guarantee)

REPORT OF THE COUNCIL MEMBERS

Council (continued)
The Council Members of the subsidiaries during the year and up to date of this report were:

Chan Shum Yue, Bonnie

Chan Wai Kai

Lai Hin Wing, Henry

Liu Kam Hing

Fan Chun Wah, Andrew

Lee Yuen Bing, Nina

Wong Shu Ming

Lu Hing Yiu, Bryant

Ng Sau Kei, Wilfred

Chan Wing Wah (appointed on 24 October 2022)
Ling Clarence Chun Kit (appointed on 24 October 2022)
Wong Ka Lun (retired on 24 October 2022)

In accordance with article 50 of the Company's articles of association, the Chairman, Vice-Chairmen and
Treasurer will retire from their respective offices and shall be eligible for re-election at the forthcoming annual
general meeting.

Permitted indemnity provision

During the year ended 31 March 2023, a permitted indemnity provision as defined in the Hong Kong
Companies Ordinance was in force for indemnities against liabilities incurred by council members of the
Company.

Council Members' interests

At no time during the year was the Company or any of its subsidiaries a party to any arrangement to enable
the Company's Council Members to acquire benefits by means of the acquisition of debentures of the Company
or any other body corporate.

Council Members' interests in transactions, arrangements or contracts

No Council Members had a material interest, either directly or indirectly, in any transactions, arrangements or
contracts of significance to the business of the Group to which the Company or any of the Company's
subsidiaries was a party during the year.

Business review
Our business

The Group is committed to promoting Chinese music culture, with the provision of high-quality and wide-
ranging Chinese music programmes as its core activities which include orchestral and ensemble concerts,
educational activities, training courses, themed festivals, competitions, and research and development of
musical instruments.



HONG KONG CHINESE ORCHESTRA LIMITED
(Limited by Guarantee)

REPORT OF THE COUNCIL MEMBERS

Business review (continued)
Such principal activities are reviewed under the following categories:

Regular concerts, outreach performances, hired engagements and festivals

To bring the colourful world of Chinese music to the public, the Company organises more than one hundred
regular and outreach concerts a year as well as mass activities and themed festivals. To date, it has achieved
three Guinness World Records in mass performance, and laid many milestones in the development of Chinese
orchestral music. Notable examples are the Hong Kong Drum Festival, launched in 2003, and The
International Conducting Competition for Chinese Music in 2011, both of which have become regular and
keenly anticipated events on the local and international music scene.

Overseas tours

The Company has been invited to perform at various famous venues and international festivals around the
world. It has contributed tremendously to cultural diplomacy and is widely acclaimed as a cultural ambassador
of Hong Kong.

Art education

To nurture the growth of a new generation of music-makers and widen the audience base in Chinese music,
the Company gives performances in schools and organises instrumental classes. The Hong Kong Children
Chinese Orchestra and the Hong Kong Junior Chinese Orchestra were established in 2003. Educational
projects have been organised in conjunction with radio and television stations as well as other institutions. The
Company has been working in conjunction with the Hong Kong Academy for Performing Arts, the Music
Office, the Hong Kong Arts Development Council, the Leisure and Cultural Services Department to provide
opportunities for local artists, arts administrators through training, internship and commissioning of works.

Research and development

The Company has been dedicated to developing and conducting research on Chinese music, whether traditional
or contemporary. It explores new frontiers in music through commissioning new works of various types and
styles. Over the years, it has commissioned about 2,300 original compositions and arrangements, many of
which have won awards at home and abroad.

In the constant search for excellence in Chinese music, the Group has put in long-term efforts for instrument
research and development, and has developed a full range of eco-hugins. The expressiveness and performance
of the eco-hugin series are an improvement over the traditional versions, as a result of which it has won many
awards in China, including national awards, and elsewhere.

Records and publications

The Company has an extensive discography of over 60, which includes live recordings of its concerts and
studio recordings in CD, VCD and DVD formats. Apart from collating and publishing papers presented at
symposia and conferences, it has also published many books on Chinese music.
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Business review (continued)
Financial review

Income

The total income of the Group was HK$121.3 million (2022: HK$109.4 million) for the year, of which
HK$79.6 million (2022: HK$80.8 million) were subsidies from the Culture, Sports and Tourism Bureau of the
Hong Kong Government, accounted for 65.7% of its total income. In addition, the Group received HK$11.0
million (2022: HK$7.8 million) from the Culture, Sports and Tourism Bureau of the Hong Kong Government,
accounted for 9.1% of its total income under Art Development Matching Grants Pilot Scheme.

Due to improvement in the epidemic situation and resumed of performance venues this year, 32 sessions local
concerts were successfully completed. There is an increase of 4 sessions compared to the 28 sessions held in
the previous year. The Group's box office income and donations & sponsorships received increased by 23.3%
and 10.2% respectively. Total earned income of the Group (excluding Government subsidies and Government
grants included in other revenue) for the year increased by 57.6% to HK$26.6 million (2022: HK$16.9 million).

Expenditure

The Group continues to exercise stringent control over its general expenditures. The total operating costs of
the Group increased by 19.9% to HK$109.0 million (2022: HK$91.0 million) was mainly attributable to the
increase in production cost in current year due to increase in number of performances in this year.

Surplus for the year

In conclusion of the analysis above, the Group recognised a surplus of HK$12.2 million (2022: HK$18.4
million) for the year.

Liquidity and financial resources

The Group funds its operation mainly through Government subvention, cash from operations and other self-
financing activities. It has maintained a healthy liquid position for business development and adopted a prudent
treasury policy. The total cash and bank deposits as at 31 March 2023 amounted to HK$99.0 million (2022:
HK$80.7 million). The working capital (current assets less current liabilities) of the Group was HK$81.3
million (2022: HK$70.7 million). The Company will continue to place fixed deposits with its surplus cash with
banks to maintain stable and safe investment returns.

Key performance indicators

A framework of Key Performance Indicators for a performing arts organisation should include both financial
and non-financial data. Non-financial data to show intangible contribution is especially vital in this case due
to the shorter history of the art form of Chinese orchestral music. The indicators involve creating innovative
programmes, nurturing local young practitioners and commissioning of original compositions etc. Part of the
indicators are listed below for reference:

2023 2022
Total local performing sessions (including concerts and
other performance activities, exclude online sessions) 101 97
Total overseas performing sessions * 16 8
Total online activities (including concerts and other
performance activities) 82 125

* Included 10 events (2022: 8 events) conducted online due to Covid-19.

4
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Business review (continued)
Corporate relations with Government, sponsors, employees, customers and suppliers

As a non-profit-distributing organisation subvented by the Government, the Company strictly observes and
follows the requirements and regulations laid down by the Government. In being accountable to the
Government, sponsors and other stakeholders as to the specific use of funds, the Company seeks to disclose
information through various channels such as annual reports and the Company's website, with a view to
achieving a high level of transparency to offer the stakeholders and the public a clear and thorough
understanding of the business.

The Group regards its employees as valuable assets and for this purpose, provides its staff with various
channels in day-to-day operations to express their views and opinions related to work. The Council Chairman
or Council Members meet with employees from time to time to listen to their opinions. An effective staff
appraisal system is in place, which links compensation with team spirit, discipline, market trends, and
Company and individual performance. For years, the Group has been supporting its staff's professional
development by enrolling them in training courses, seminars or performances of other art groups so as to
enhance their technical and practical knowledge.

In its continuous pursuit of improvement and enhancement of programmes, the Group proactively seeks
feedback and views from the audience by inviting them to complete post-performance questionnaires. These
are collated and evaluated to ensure that the Company will meet the highest professional and artistic standards.

The Group strives to maintain a fair and collaborative relationship with suppliers, and no major supplier has
had an undue influence on its operations arising out of the nature of their business with the Group.

Corporate cultural, education and social responsibilities

The Company aims to enhance the quality of life of the public by presenting programmes that are well-balanced,
diversified and abreast of the times. It reciprocates the support and encouragement of the community with
innovative programming and artistic excellence that would please and delight the audience.

To assume an ambassadorial role for Chinese music culture, the Company has been actively promoting Chinese
music by performing and giving educational workshops overseas. At its home base, its educational initiatives
for the young include the establishment of the Hong Kong Junior Chinese Orchestra, instrumental training
classes, touring concerts to schools and workshops, etc.

The Company launched the "Music for Love" scheme in 2005 with the purpose of allowing all members of the
community to attend the Company's performances for free. Since then, many primary and secondary school
students and underprivileged groups and families have had the opportunity to enjoy the beauty of Chinese
music.

The Company is the first performing arts group to be awarded the "Ten Plus Caring Company" logo by the
Hong Kong Council of Social Service in recognition of its continuous efforts in implementing corporate
responsibility and contribution to social environment. Since 2005, the Company has been receiving this award
for a continuous of 18 years.

Compliance with laws and regulations

The Group has an internal control system in place to monitor on-going compliance with relevant laws and
regulations. During the year, there was no instance of non-compliance with any relevant laws and regulations
that the Group was aware of which might cause a significant impact.
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Business review (continued)
Environmental policies and performances

The Group supports the protection of the environment by researching and developing the Eco-Hugin series, its
uniqueness being its use of bio-degradable materials in place of python skin as used in traditional huqins. The
value of the Eco-Hugqin series is well recognised and acknowledged.

It is also the Group's ongoing concern to save energy, reduce waste and protect the environment during its day-
to-day operations. A number of measures have been implemented for such purposes.

Principal risks and uncertainties

The general outlook of the Group is positive, but the following uncertainties may be worth considering and
may cause concern.

Subvention by the Government

The major source of revenue of the Company is Government subvention. A change in the Government policy
on subsidy will affect the operations of the Company.

Future development of the Group's business

The Group will continue to strive for artistic excellence, broaden its range of services to the community, and
make Chinese orchestral music accessible to all by producing a good mix of innovative programmes. By
working together, it hopes to create a more close-knit society, with music as an excellent bond.

Auditors

Ernst & Young retire and a resolution for their reappointment as auditors of the Company will be proposed at
the forthcoming annual general meeting. ‘

ON BEHALF OF THE COUNCIL

Chan Wi Kai
Chairman

Hong Kong
11 September 2023
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Independent auditor's report
To the members of Hong Kong Chinese Orchestra Limited
(Incorporated in Hong Kong with limited liability by guarantee)

Opinion

We have audited the consolidated financial statements of Hong Kong Chinese Orchestra Limited (the
"Company") and its subsidiaries (the "Group") set out on pages 10 to 45, which comprise the consolidated
statement of financial position as at 31 March 2023, and the consolidated statement of income and
expenditure, the consolidated statement of comprehensive income, the consolidated statement of changes in
equity and the consolidated statement of cash flows for the year then ended, and notes to the consolidated
financial statements, including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial
position of the Group as at 31 March 2023, and of its consolidated financial performance and its consolidated
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 Hong Kong Companies 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 consolidated financial statements section of our report. We are independent of the Group
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.

Information other than the consolidated financial statements and auditor's report thereon
The council members of the Company (the "Council Members") are responsible for the other information.
The other information comprises the information included in the report of the Council Members.

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

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

A member firm of Ernst & Young Global Limited
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Independent auditor's report (continued)
To the members of Hong Kong Chinese Orchestra Limited
(Incorporated in Hong Kong with limited liability by guarantee)

Responsibilities of the Council Members for the consolidated financial statements

The Council Members are responsible for the preparation of the consolidated financial statements that give
a true and fair view in accordance with HKFRSs issued by the HKICPA and the Hong Kong Companies
Ordinance, and for such internal control as the Council Members determine is necessary to enable the
preparation of consolidated financial statements that are free from material misstatement, whether due to
fraud or error.

In preparing the consolidated financial statements, the Council Members are responsible for assessing the
Group'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 Council Members either intend to liquidate the
Group or to cease operations or have no realistic alternative but to do so.

Auditor's responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated 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. Our report is made solely to you, as a body, in accordance with section 405 of the
Hong Kong Companies 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 consolidated financial
statements.

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

e Identify and assess the risks of material misstatement of the consolidated 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 Group's internal control.

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

A member firm of Ernst & Young Global Limited
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Independent auditor's report (continued)
To the members of Hong Kong Chinese Orchestra Limited
(Incorporated in Hong Kong with limited liability by guarantee)

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

Conclude on the appropriateness of the Council Members' 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 Group'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 consolidated 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 Group to cease to continue as a
going concern.

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

Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and performance of the group audit. We remain solely
responsible for our audit opinion.

We communicate with the board of Council Members 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.

Certified Public Accountants
Hong Kong
11 September 2023

A member firm of Ernst & Young Global Limited
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HONG KONG CHINESE ORCHESTRA LIMITED
(Limited by Guarantee)

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Year ended 31 March 2023

At 1 April 2021

Total comprehensive income for the year

Transfer

At 31 March 2022 and 1 April 2022

Total comprehensive income/(expense) for the year

Transfer

At 31 March 2023

15

General
Fund

HKS$
48,204,763

18,397,440

959,230

67,561,433

12,259,633

17,850

79,838,916

Development

Fund Total

HK$ HKS$
7,967,497 56,172,260

25,521 18,422,961
( 959,230) -
7,033,788 74,595,221
(  34,439) 12,225,194
( 17,850) -
6,981,499 86,820,415




HONG KONG CHINESE ORCHESTRA LIMITED
(Limited by Guarantee)

CONSOLIDATED STATEMENT OF CASH FLOWS

Year ended 31 March 2023

Notes

CASH FLOWS FROM OPERATING ACTIVITIES
Surplus before tax
Adjustments for:
Interest income
Depreciation of plant and equipment
Depreciation of right-of-use assets
Loss/(gain) on disposal of items of plant and equipment
Finance cost

O O &

P
(=1 =

Decrease/(increase) in accounts receivable
Decrease/(increase) in prepayments, deposits and other receivables
Increase/(decrease) in creditors and accrued liabilities

Cash generated from operations
Interest elements of lease liabilities

Net cash flow from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Interest received

Purchases of items of plant and equipment 14
Proceeds from disposal of items of plant and equipment

Net cash flows used in investing activities

CASH FLOWS FROM A FINANCING ACTIVITY
Principal portion of lease payments and net cash flows
used in a financing activity 20

NET INCREASE IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents at beginning of year

CASH AND CASH EQUIVALENTS AT END OF YEAR

ANALYSIS OF BALANCES OF CASH AND CASH
EQUIVALENTS
Cash and bank balances 17

16

2023 2022
HKS$ HKS$
12,225,194 18,422,961
( 1,282,003) ( 29,700)
1,917,106 1,467,442
2,672,477 2,798,742
369 ( 118275)
325,273 88,610
15,858,416 22,629,780
( 1,426,694) 308,576
( 2,406,599) 1,912,177
9,261,682 ( 3,480,533)
21,286,805 21,370,000
( 325273) (  88,610)
20,961,532 21,281,390
1,282,003 29,700

( 1,353,168) ( 2,873,227)
- 120,000

(  71,165) ( 2,723,527)
( 2,552,326) ( 2,933,490)
18,338,041 15,624,373
80,673,315 65,048,942
99,011,356 80,673,315
99,011,356 80,673,315




HONG KONG CHINESE ORCHESTRA LIMITED
(Limited by Guarantee)

NOTES TO FINANCIAL STATEMENTS

31 March 2023

CORPORATE AND GROUP INFORMATION

The Company was incorporated in Hong Kong on 7 February 2001 with limited liability by guarantee.
The liability of the members is limited to HK$100 per member.

The registered office of the Company is located at 7/F, Sheung Wan Municipal Services Building, 345
Queen's Road Central, Hong Kong.

During the year, the Group was involved in providing Chinese music programmes of different styles
to blend the diverse artistic expressions and techniques of today with the traditional culture of China
in interpretation of metropolitan life, as well as rendering promotion, education, research and
development of traditional and modern Chinese music.

Pursuant to the government's approval on 14 August 2002, a Development Fund was set up for the
funding of non-subvented activities which fall outside the ambit of government subvention and will
be used for organising events and activities to further promote Chinese music. The General Fund
accounts for all government subvented activities and the Development Fund accounts for all non-
subvented activities.

Information about subsidiaries
Particulars of the Company's subsidiaries are as follows:

Percentage of

Place of Issued equity directly
incorporation ordinary attributable to Principal
Name and business share capital the Company activities
2023 2022
Hong Kong Children Chinese Hong Kong HKS$2 100 100 Inactive
Orchestra Limited
Hong Kong Junior Chinese Hong Kong HKS$2 100 100 Inactive
Orchestra Limited
Hong Kong Young Chinese Hong Kong HK$2 100 100 Inactive
Orchestra Limited
HKCO Orchestral Academy Hong Kong HK$1 100 100 Inactive
Limited
HKCO Artistic Research and Hong Kong HKS$1 100 100 Artistic
Development Company Limited research and
development
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HONG KONG CHINESE ORCHESTRA LIMITED
(Limited by Guarantee)

NOTES TO FINANCIAL STATEMENTS

31 March 2023

2.1

2.2

STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordance with Hong Kong Financial Reporting
Standards ("HKFRSs") (which include all Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards ("HKASs") and Interpretations) issued by the Hong Kong Institute of Certified
Public Accountants, accounting principles generally accepted in Hong Kong and the Hong Kong
Companies Ordinance.

BASIS OF PREPARATION

These financial statements have been prepared under the historical cost convention and are presented
in Hong Kong dollars.

Basis of consolidation

The consolidated financial statements include the financial statements of the Company and its
subsidiaries (collectively referred to as the "Group") for the year ended 31 March 2023. A subsidiary
is an entity (including a structured entity), directly or indirectly, controlled by the Company. Control
is achieved when the Group is exposed, or has rights, to variable returns from its involvement with the
investee and has the ability to affect those returns through its power over the investee (i.e., existing
rights that give the Group the current ability to direct the relevant activities of the investee).

When the Company has, directly or indirectly, less than a majority of the voting or similar rights of an
investee, the Group considers all relevant facts and circumstances in assessing whether it has power
over an investee, including:

(a) the contractual arrangement with the other vote holders of the investee;

(b) rights arising from other contractual arrangements; and

(©) the Group's voting rights and potential voting rights.

The financial statements of the subsidiaries are prepared for the same reporting period as the Company,
using consistent accounting policies. The results of subsidiaries are consolidated under Development
Fund from the date on which the Group obtains control, and continue to be consolidated until the date
that such control ceases. All intra-group assets and liabilities, reserves, income, expenses and cash
flows relating to transactions between members of the Group are eliminated in full on consolidation.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate that
there are changes to one or more of the three elements of control described above. A change in the
ownership interest of a subsidiary, without a loss of control, is accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognises (i) the assets (including goodwill) and
liabilities of the subsidiary, (ii) the carrying amount of any non-controlling interest and (iii) the
cumulative translation differences recorded in equity; and recognises (i) the fair value of the
consideration received, (ii) the fair value of any investment retained and (iii) any resulting surplus or
deficit in the statement of income and expenditure. The Group's share of components previously
recognised in other comprehensive income is reclassified to the statement of income and expenditure
or reserves, as appropriate, on the same basis as would be required if the Group had directly disposed
of the related assets or liabilities.
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HONG KONG CHINESE ORCHESTRA LIMITED
(Limited by Guarantee)

NOTES TO FINANCIAL STATEMENTS

31 March 2023

P

2.4

2.5

CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

The Group has adopted the following revised HKFRSs, which are applicable to its operations, for the
first time for the current year's financial statements.

Amendments to HKFRS 3 Reference to the Conceptual Framework
Amendments to HKAS 16 Property, Plant and Equipment: Proceeds before Intended
Use
Amendments to HKAS 37 Onerous Contracts — Cost of Fulfilling a Contract
Annual Improvement to HKFRSs Amendments to HKFRS 1, HKFRS 9, Illustrative
2018-2020 Examples accompany HKFRS 16, and HKAS 41

The adoption of the revised HKFRSs has had no significant financial effect on these financial
statements.

ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING STANDARDS

The Group has not early applied any of the new and revised HKFRSs, that have been issued but are
not yet effective, in these financial statements. The Group is in the process of making an assessment
of the impact of the new and revised HKFRSs upon their initial application but is not yet in a position
to state whether these new and revised HKFRSs would have a significant impact on the Group's
financial performance and financial position.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Related parties
A party is considered to be related to the Group if:

(a) the party is a person or a close member of that person's family and that person
(i)  has control or joint control over the Group;
(ii) has significant influence over the Group; or
(ili) is a member of the key management personnel of the Group or of a parent of the Group;
or
(b)  the party is an entity where any of the following conditions applies:
(i) the entity and the Group are members of the same group;
(i) one entity is an associate or joint venture of the other entity (or of a parent, subsidiary or
fellow subsidiary of the other entity);
(ili) the entity and the Group 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
Group or an entity related to the Group;
(vi) the entity is controlled or jointly controlled by a person identified in (a);
(vi) 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); and
(viii) the entity, or any member of a group of which it is a part, provides key management
personnel services to the Group or to the parent of the Group.
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HONG KONG CHINESE ORCHESTRA LIMITED
(Limited by Guarantee)

NOTES TO FINANCIAL STATEMENTS

31 March 2023

20

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Impairment of non-financial assets

The Group assesses at the end of each reporting date whether there is an indication that an asset may
be impaired. If such an indication exists, the Group makes an estimate of the asset's recoverable
amount.

The recoverable amount of an asset is the higher of its fair value less costs of disposal and its value in
use. In assessing value in use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of the time value of money and
the risks specific to the asset. Where an asset does not generate cash inflows largely independent of
those from other assets, the recoverable amount is determined for the smallest group of assets that
generates cash inflows independently (i.e., a cash-generating unit). In testing a cash-generating unit
for impairment, a portion of the carrying amount of a corporate asset (e.g., a headquarters building) is
allocated to an individual cash-generating unit if it can be allocated on a reasonable and consistent
basis or, otherwise, to the smallest group of cash-generating units.

An impairment loss is recognised in the statement of income and expenditure whenever the carrying
amount of an asset, or the cash-generating unit to which it belongs, exceeds its recoverable amount.
The impairment loss is reversed if there has been a favourable change in the estimates used to
determine the recoverable amount. A reversal of the impairment loss is limited to the asset's carrying
amount that would have been determined had no impairment loss been recognised in prior years. The
reversal of the impairment loss is credited to the statement of income and expenditure in the year in
which it arises.

Plant and equipment

Items of plant and equipment are stated at cost less accumulated depreciation and any impairment
losses. The cost of an item of plant and equipment comprises its purchase price and any directly
attributable costs of bringing the asset to its working condition and location for its intended use.
Expenditure incurred after items of plant and equipment have been put into operation, such as repairs
and maintenance, is normally charged to the statement of income and expenditure in the period in
which it is incurred. In situations where the recognition criteria are satisfied, the expenditure for a
major inspection is capitalised in the carrying amount of the asset as a replacement. Where significant
parts of plant and equipment are required to be replaced at intervals, the Group recognises such parts
as individual assets with specific useful lives and depreciates them accordingly.

Depreciation is calculated on the straight-line basis to write off the cost of each item of plant and
equipment to its residual value over its estimated useful life. The principal annual rates used for this
purpose are as follows:

Furniture and equipment 33%:%
Musical instruments 25%
Computer equipment 33%%
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HONG KONG CHINESE ORCHESTRA LIMITED
(Limited by Guarantee)

NOTES TO FINANCIAL STATEMENTS

31 March 2023

2.5

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Plant and equipment (continued)

Where parts of an item of plant and equipment have different useful lives, the cost of that item is
allocated on a reasonable basis among the parts and each part is depreciated separately. Residual
values, useful lives and the depreciation method are reviewed, and adjusted if appropriate, at least at
each financial year end.

An item of plant and equipment and any significant part initially recognised is derecognised upon
disposal or when no future economic benefits are expected from its use or disposal. Any gain or loss
on disposal or retirement recognised in the statement of income and expenditure in the year the asset
is derecognised is the difference between the net sale proceeds and the carrying amount of the relevant
asset.

Leases

The Group assesses at contract inception whether a contract is, or contains, a lease. A contract is, or
contains, a lease if the contract conveys the right to control the use of an identified asset for a period
of time in exchange for consideration.

Group as a lessee
The Group applies a single recognition and measurement approach for a lease. The Group recognises
Jease liabilities to make lease payments and right-of-use assets representing the right to use the
underlying assets.

(a) Right-of-use assets

Right-of-use assets are recognised at the commencement date of the lease (that is the date the
underlying asset is available for use). Right-of-use assets is measured at cost, less any
accumulated depreciation and any impairment losses, and adjusted for any remeasurement of
lease liabilities. The cost of right-of-use assets includes the amount of lease liabilities recognised,
initial direct costs incurred, and lease payments made at or before the commencement date less
any lease incentives received. Right-of-use assets are depreciated on a straight-line basis over
the lease terms.

If ownership of the leased asset transfers to the Group by the end of the lease term or the cost
reflects the exercise of a purchase option, depreciation is calculated using the estimated useful
life of the asset.

(b) Lease liabilities

Lease liabilities are recognised at the commencement date of the lease at the present value of
lease payments to be made over the lease term. The lease payments include fixed payments
(including in-substance fixed payments) less any lease incentives receivable, variable lease
payments that depend on an index or a rate, and amounts expected to be paid under residual value
guarantees. The lease payments also include the exercise price of a purchase option reasonably
certain to be exercised by the Group and payments of penalties for termination of a lease, if the
lease term reflects the Group exercising the option to terminate the lease. The variable lease
payments that do not depend on an index or a rate are recognised as an expense in the period in
which the event or condition that triggers the payment occurs.
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HONG KONG CHINESE ORCHESTRA LIMITED
(Limited by Guarantee)

NOTES TO FINANCIAL STATEMENTS

31 March 2023

2.5

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Leases (continued)

Group as a lessee (continued)

(b) Lease liabilities (continued)
In calculating the present value of lease payments, the Group uses its incremental borrowing rate
at the lease commencement date because the interest rate implicit in the lease is not readily
determinable. After the commencement date, the amount of lease liabilities is increased to reflect
the accretion of interest and reduced for the lease payments made. In addition, the carrying
amount of lease liabilities is remeasured if there is a modification, a change in the lease term, a
change in lease payments (e.g., a change to future lease payments resulting from a change in an
index or rate) or a change in assessment of an option to purchase the underlying asset.

Foreign currencies

These financial statements are presented in Hong Kong dollars, which is the Company's functional
currency. Each entity in the Group determines its own functional currency and items included in the
financial statements of each entity are measured using that functional currency. Foreign currency
transactions recorded by the entities in the Group are initially recorded using their respective functional
currency rates prevailing at the dates of the transactions. Monetary assets and liabilities denominated
in foreign currencies are translated at the functional currency rates of exchange ruling at the end of the
reporting period. Differences arising on settlement or translation of monetary items are recognised in
the statement of income and expenditure.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated
using the exchange rates at the dates of the initial transactions. Non-monetary items measured at fair
value in a foreign currency are translated using the exchange rates at the date when the fair value was
measured. The gain or loss arising on translation of a non-monetary item measured at fair value is
treated in line with the recognition of the gain or loss on change in fair value of the item (i.e., translation
difference on the item whose fair value gain or loss is recognised in other comprehensive income or
the statement of income and expenditure is also recognised in other comprehensive income or the
statement of income and expenditure, respectively).

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows, cash and cash equivalents include cash
on hand, deposits held at call with banks, and other short term highly liquid investments with original
maturity of three months or less when acquired, less bank overdrafts.

Financial assets

Financial assets include accounts receivable, financial assets included in prepayments, deposits and
other receivables, and cash and bank balances, and are classified as financial assets at amortised cost.
All financial assets are initially recognised at fair value plus transaction costs that are attributable to
the acquisition of the financial assets, except in the case of financial assets recorded at fair value
through profit or loss. Regular way purchases and sales of financial assets are recognised on the trade
date, that is, the date when the Group commits to purchase or sell the assets.

(a) Classification and measurement
Debt instruments are measured at amortised cost using the effective interest rate method, subject
to impairment if the assets are held for the collection of contractual cash flows where those
contractual cash flows represent solely payments of principal and interest.
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HONG KONG CHINESE ORCHESTRA LIMITED
(Limited by Guarantee)

NOTES TO FINANCIAL STATEMENTS

31 March 2023

2.5

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial assets (continued)
(b) Impairment

(©)

The Group applies the expected credit loss model on all the financial assets that are subject to
impairment. For accounts receivable without a significant financial component, the Group
applies the simplified approach which requires impairment allowances to be measured at lifetime
expected credit losses.

For other financial assets, impairment allowances are recognised under the general approach
where expected credit losses ("ECLs") are recognised in the following stages.

Stage 1 - Financial instruments for which credit risk has not increased significantly since initial
recognition and for which the loss allowance is measured at an amount equal to 12-
month ECLs

Stage 2 - Financial instruments for which credit risk has increased significantly since initial
recognition but that are not credit-impaired financial assets and for which the loss
allowance is measured at an amount equal to lifetime ECLs

Stage 3 - Financial assets that are credit-impaired at the reporting date (but that are not
purchased or originated credit-impaired) and for which the loss allowance is
measured at an amount equal to lifetime ECLs

The Group considers a default has occurred when a financial asset is more than 60 days past due
unless the Group has reasonable and supportable information to demonstrate that a more
appropriate default criterion should be applied.

Derecognition

Financial assets are derecognised when the rights to receive cash flows from the assets have
expired; or where the Group has transferred its contractual rights to receive the cash flows of the
financial assets and has transferred substantially all the risks and rewards of ownership; or where
control is not retained.

Financial liabilities

Financial liabilities include financial liabilities included in creditors and accrued liabilities and lease
liabilities. They are initially recognised at the fair value of the consideration received less directly
attributable transaction costs. After initial recognition, they are subsequently measured at amortised
cost using the effective interest rate method.

Financial liabilities are derecognised when they are extinguished, i.e., when the obligation is
discharged or cancelled, or expires.

Income tax =
Income tax comprises current and deferred tax. Income tax relating to items recognised outside the
statement of income and expenditure is recognised either in other comprehensive income or directly

in equity.
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HONG KONG CHINESE ORCHESTRA LIMITED
(Limited by Guarantee)

NOTES TO FINANCIAL STATEMENTS

31 March 2023

2.5

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Income tax (continued)

Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to
the taxation authorities, based on tax rates (and tax laws) that have been enacted or substantively
enacted by the end of the reporting period, taking into consideration interpretations and practices
prevailing in the countries in which the Group operates.

Deferred tax is provided using liability method, on temporary differences at the end of the reporting
period between the tax bases of assets and liabilities and their carrying amounts for financial reporting
purposes. Tax rates enacted or substantively enacted by the end of the reporting period are used to
determine the deferred tax.

Deferred tax liabilities are provided in full while deferred tax assets are recognised to the extent that
it is probable that future taxable profit will be available against which the temporary differences can
be utilised.

Revenue recognition

Revenue from contracts with customers

Revenue from contracts with customers is recognised when control of goods or services is transferred
to the customers at an amount that reflects the consideration to which the Group expects to be entitled
in exchange for those goods or services.

When the consideration in a contract includes a variable amount, the amount of consideration is
estimated to which the Group will be entitled in exchange for transferring the goods or services to the
customer. The variable consideration is estimated at contract inception and constrained until it is
highly probable that a significant revenue reversal in the amount of cumulative revenue recognised
will not occur when the associated uncertainty with the variable consideration is subsequently
resolved.

When the contract contains a financing component which provides the customer a significant benefit
of financing the transfer of goods or services to the customer for more than one year, revenue is
measured at the present value of the amount receivable, discounted using the discount rate that would
be reflected in a separate financing transaction between the Group and the customer at contract
inception. When the contract contains a financing component which provides the Group with a
significant financial benefit for more than one year, revenue recognised under the contract includes
the interest expense accreted on the contract liability under the effective interest method. For a contract
where the period between the payment by the customer and the transfer of the promised goods or
services is one year or less, the transaction price is not adjusted for the effects of a significant financing
component, using the practical expedient in HKFRS 15.

Contributions from sponsors and donations
Contributions from sponsors and donations are recognised on a cash receipt basis or in the period as
specified by the sponsor or donor.

Performance fee, income from concerts and other programmes

Revenue from performance, concerts and other programmes is recognised based on date of
performance and concerts.
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HONG KONG CHINESE ORCHESTRA LIMITED
(Limited by Guarantee)

NOTES TO FINANCIAL STATEMENTS

31 March 2023

2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue recognition (continued)
Revenue from contracts with customers (continued)

Training course income

Revenue from the provision of training course is recognised over the scheduled period on a straight-
line basis because the customer simultaneously receives and consumes the benefits provided by the
Group.

Other income
Revenue from the sale of goods or souvenirs is recognised at the point in time when control of the
asset is transferred to the customer, generally on delivery of the goods or souvenirs.

Interest income is recognised on an accrual basis using the effective interest method by applying the
rate that exactly discounts the estimated future cash receipts over the expected life of the financial
instrument or a shorter period, when appropriate, to the net carrying amount of the financial asset.

Membership fees is recognised over the subscription period.

Contract liabilities

A contract liability is recognised when a payment is received or a payment is due (whichever is earlier)
from a customer before the Group transfers the related goods or services. Contract liabilities are
recognised as revenue when the Group performs under the contract (i.e., transfer control of the related
goods or services to the customers).

Provision

A provision is recognised when a present obligation (legal or constructive) has arisen as a result of a
past event and it is probable that a future outflow of resources will be required to settle the obligation,
provided that a reliable estimate can be made of the amount of the obligation.

When the effect of discounting is material, the amount recognised for a provision is the present value
at the end of the reporting period of the future expenditures expected to be required to settle the
obligation. The increase in the discounted present value amount arising from the passage of time is
included in the statement of income and expenditure.

Government grants

Government grants are recognised at their fair value where there is reasonable assurance that the grant
will be received and all attaching conditions will be complied with. When the grant relates to an
expense item, it is recognised as income on a systematic basis over the periods that the costs, for which
it is intended to compensate, are expensed.
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HONG KONG CHINESE ORCHESTRA LIMITED
(Limited by Guarantee)

NOTES TO FINANCIAL STATEMENTS

31 March 2023

2.5

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Employee benefits
Paid leave carried forward

The Group provides paid annual leave to its employees under their employment contracts on a calendar
year basis. Under certain circumstances, such leave which remains untaken as at the end of the
reporting period is permitted to be carried forward and utilised by the respective employees in the
following year. An accrual is made at the end of the reporting period for the expected future cost of
such paid leave earned during the year by the employees and carried forward.

Pension scheme

The Group operates a defined contribution Mandatory Provident Fund retirement benefit scheme (the
"MPF Scheme") under the Mandatory Provident Fund Schemes Ordinance for all of its employees.
Contributions are made based on a percentage of the employees' basic salaries and are charged to the
statement of income and expenditure as they become payable in accordance with the rules of the MPF
Scheme. The assets of the MPF Scheme are held separately from those of the Group in an
independently administered fund. The Group's employer contributions vest fully with the employees
when contributed into the MPF Scheme.

Development Fund

Development Fund was established for the funding of non-subvented activities, which fall outside the
ambit of government subvention. Development Fund raised funds from public by soliciting donations
and organising Chinese music related events.

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES

Key sources of estimation uncertainty and critical judgements in applying the Group's accounting
policies which have a significant effect on the financial statements are set out below.

Revenue recognition

The Group applied judgements in determining the amount and timing of revenue. Management are
required to exercise significant judgement in their view for completing the satisfaction of the
performance obligations based on the past experience and specific circumstances.

Provision for expected credit losses on accounts receivable

The Group uses a provision matrix to calculate ECLs for accounts receivable. The provision rates are
based on days past due for groupings of various customer segments that have similar loss patterns (i.e.,
by customer type). The provision matrix is initially based on the Group's historical observed default
rates. The Group will calibrate the matrix to adjust the historical credit loss experience with forward-
looking information. At each reporting date, the historical observed default rates are updated and
changes in the forward-looking estimates are analysed.
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HONG KONG CHINESE ORCHESTRA LIMITED
(Limited by Guarantee)

NOTES TO FINANCIAL STATEMENTS

31 March 2023

3. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (continued)

Provision for expected credit losses on accounts receivable (continued)

The assessment of the correlation among historical observed default rates, forecast economic
conditions and ECLs is a significant estimate. The amount of ECLs is sensitive to changes in
circumstances and forecast economic conditions. The Group's historical credit loss experience and
forecast of economic conditions may also not be representative of customer's actual default in the
future. The information about the ECLs on the Group's accounts receivable is disclosed in note 15 to
the financial statements.

4. GOVERNMENT SUBSIDIES

(i) Recurrent subsidy

The Group's Government subsidies include recurrent subsidy of HK$79,630,103 (2022:
HK$80,780,231) from the Government for providing Chinese musical programmes of different
styles. There are no unfulfilled conditions or contingencies relating to these grants.

(i)  Supplementary subsidies under Anti-epidemic Fund

The Group's supplementary Government subsidies of HK$55,800 (2022: HK$3,162,224) were
granted under Anti-epidemic Fund in 2023. Included in the consolidated statements of income
and expenditure and financial position were the following items which were related to the Anti-
epidemic Fund.

2023 2022
HK$ HKS$
Income
Supplementary government subsidy 55,800 3,162,224
Expenditure
Concert production costs 48,000 2,036,522
Marketing expenses 7,800 1,125,702
( 55,800) (3,162,224)
Surplus for the year - -
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HONG KONG CHINESE ORCHESTRA LIMITED
(Limited by Guarantee)

NOTES TO FINANCIAL STATEMENTS

31 March 2023

4, GOVERNMENT SUBSIDIES (continued)

(ii)

(iif)

Supplementary subsidies under Anti-epidemic Fund (continued)

2023 2022
HKS$ HKS$
Deferred income - supplementary government subsidy
At the beginning of the year 55,800 3,218,024
Released to the statement of income and expenditure ( 55,800) (3,162,224)
At the end of the year # - 55,800

# Amounts are included in "Creditors and accrued liabilities" on the face of the consolidated
statement of financial position.

Arts Development Matching Grants Scheme

The Group's supplementary government subsidy of HK$11,000,000 (2022: HK$7,791,082) is
granted under Arts Development Matching Grants Scheme (the "Scheme") for the major
Performing Arts Groups. Included in the consolidated statements of income and expenditure
and financial position are the following items which are related to the Scheme.

Matching
Grants
(including in
General Fund)
2023 2022
HKS$ HK$
Income
Supplementary government subsidy 11,000,000 7,791,082
Interest income 373,819 8,677
11,373,819 7,799,759
Expenditure
Concert product cost 1,128,871 -
Marketing expenses 31,933 -
1,160,804 -
Operating surplus 10,213,015 7,799,759
Reserves 34,186,145 23,973,130
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HONG KONG CHINESE ORCHESTRA LIMITED
(Limited by Guarantee)

NOTES TO FINANCIAL STATEMENTS

31 March 2023

4. GOVERNMENT SUBSIDIES (continued)

(a) Disaggregated revenue information for revenue from contracts with customers
2023 2022
HK$ HKS$
Types of government subsidies
Recurrent 79,630,103 80,780,231
Anti-epidemic Fund 55,800 3,162,224
Matching Grants 11,000,000 7,791,082
90,685,903 91,733,537
Timing of revenue recognition
Services transferred at a point in time 90,685,903 91,733,537
(b) Performance obligations
Information about the Group's performance obligations is summarised below:
Government subsidies
The performance obligation is satisfied as performance is presented.
5. DONATIONS AND SPONSORSHIPS
General Development 2023 General Development 2022
Fund Fund Total Fund Fund Total
HKS$ HKS HKS$ HKS$ HK$ HKS$
Donations and sponsorships
for designated concerts 11,051,968 - 11,051,968 8,430,350 - 8,430,350
The Hong Kong Jockey Club
Charities Trust 1,054,926 1,054,926 2,487,206 - 2,487,206
Other donations and sponsorships
(note) 261,083 261,083 297,876 4,000 301,876
12,367,977 12,367,977 11,215,432 4,000 11,219,432
Note: The grant from the donation box income was Nil (2022: Nil) for the year.
2023 2022
HKS HKS$
Timing of revenue recognition
Services transferred at a point in time 6,367,977 5,219,432
Services transferred over time 6,000,000 6,000,000
12,367,977 11,219,432
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6. OTHER REVENUE

General Development 2023 General Development 2022
Fund Fund Total Fund Fund Total
HK$ HKS$ HK$ HK$ HKS$ HK$

Membership fees from "Friends of
Hong Kong Chinese Orchestra" 11,400 - 11,400 11,200 - 11,200
Bank interest income 1,164,524 117,479 1,282,003 26,038 3,662 29,700
Sales of souvenirs 70,945 - 70,945 61,171 - 61,171
Other income (notes) 4,480,541 121,761 4,602,302 1,124,318 263,844 1,388,162
5,727,410 239,240 5,966,650 1,222,727 267,506 1,490,233

Notes:

(i) Included in the balance is a total grant of HK$270,755 (2022: HK$471,231) for the year from
Leisure and Cultural Services Department ("LCSD") of the Government under trainee
programmes of Venture Partnership Scheme and a grant of HK$967,697 (2022: HK$321,532)
from the Culture, Sports and Tourism Bureau (“CSTB”) to compensate the effect by the
pandemic and tightening of the social distancing measures. There are no unfulfilled conditions
and other contingencies attached to the receipt of those grants. There is no assurance that the
Group will continue to receive such grants in the future.

(ii) During the year ended 31 March 2023, the Group received a government grant of
HK$2,752,800 (2022: Nil) from the Anti-epidemic Fund set up by the Government of the
Hong Kong Special Administrative Region under the Employment Support Scheme as
financial support for employers. Under this scheme, the wage subsidies are provided to
eligible employers in three tranches. There are no unfulfilled conditions or other contingencies
attaching to this grant.

(iii) Excluded from the balance are management fee of HK$10,500 (2022: HK$13,500) and royalty
fee of HK$7,350 (2022: HK$9,450) received by the Group from a subsidiary during the year.
They are eliminated in full on consolidation.

7. CONCERT PRODUCTION COSTS
General Development 2023 General Development 2022
Fund Fund Total Fund Fund Total
HKS$ HKS$ HK$ HKS$ HKS$ HKS$
Honorariums to guest
conductors, artists and soloists 6,094,934 - 6,094,934 1,874,199 4,660 1,878,859
Transportation of
musical instruments 2,816,903 - 2,816,903 546,047 1,133 547,180
Venue rental for rehearsals
and performances 847,717 1,900 849,617 500,784 131 500,915
Music scores, tapes and records 571,210 - 571,210 763,021 - 763,021
Other production costs 17,668,412 36,567 17,704,979 11,178,549 83,843 11,262,392
27,999,176 38,467 28,037,643 14,862,600 89,767 14,952,367
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8.

10.

PAYROLL AND RELATED EXPENSES

Artistic
Salaries
Benefits

Administration
Salaries
Benefits

Staff welfare

OTHER OPERATING EXPENSES

Rates for office
Depreciation of plant
and equipment
Depreciation of
right-of-use assets
Printing, stationery and postage
Renovation and repairs
Other office expenses
Miscellaneous expenses

FINANCE COST

Interest on lease liabilities

General Development 2023 General Development 2022
Fund Fund Total Fund Fund Total
HK$ HKS$ HKS$ HK$ HK$ HK$
36,801,403 542,450 37,343,853 36,315,771 557,925 36,873,696
5,717,213 - 5717213 5,662,493 - 5,662,493
15,611,694 188,036 15,799,730 14,333,297 101,498 14,434,795
1,083,922 9,029 1,092,951 1,059,227 4,927 1,064,154
2,491,503 - 2,491,503 2,065,052 - 2,065,052
61,705,735 739,515 62,445,250 59,435,840 664,350 60,100,190
General Development 2023 General Development 2022
Fund Fund Total Fund Fund Total
HKS HKS$ HK$ HKS$ HKS HKS$
108,400 - 108,400 108,400 - 108,400
1,917,106 - 1,917,106 1,467,442 - 1,467,442
2,446,818 225,659 2,672,477 2,575,456 223,286 2,798,742
228,313 - 228,313 269,780 - 269,780
280,485 - 280,485 357,439 - 357,439
1,981,087 79,258 2,060,345 1,543,285 51,468 1,594,753
168,902 - 168,902 172,914 - 172,914
7,131,111 304,917 7,436,028 6,494,716 274,754 6,769,470
Development Development
General Fund and 2023 General Fund and 2022
Fund  subsidiaries Total Fund  subsidiaries Total
HK$ HK$ HK$ HK$ HKS$ HK$
314,203 11,070 325,273 75,769 12,841 88,610




HONG KONG CHINESE ORCHESTRA LIMITED
(Limited by Guarantee)

NOTES TO FINANCIAL STATEMENTS

31 March 2023

11. SURPLUS BEFORE TAX

The Group's surplus before tax is arrived at after charging/ (crediting):

Development Development
General Fund and 2023 General Fund and 2022
Fund  subsidiaries Total Fund  subsidiaries Total
HK$ HKS$ HK$ HKS$ HK$ HK$
Auditors' remuneration 196,250 9,000 205,250 124,000 9,000 133,000
Loss/(gain) on disposal of items
of plant and equipment 369 - 369 - ( 118,275) ( 118,275)
Depreciation of plant
and equipment 1,917,106 - 1,917,106 1,467,442 - 1,467,442
Depreciation of
right-of-use assets 2,446,818 225659 2,672,477 2,575,456 223,286 2,798,742
Lease payments not included
in the measurement of
lease liabilities 847,717 1,900 849,617 500,784 131 500,915

12. COUNCIL MEMBERS' REMUNERATION
No Council Members received or are going to receive any remuneration in respect of their services
during the year (2022: Nil).

13. INCOME TAX
The Company exempted from all taxes under Section 88 of the Inland Revenue Ordinance. No
provision for Hong Kong profits tax has been made as the Group did not generate any assessable

profits arising in Hong Kong during the year (2022: Nil).

No provision for Hong Kong profits tax has been provided for its subsidiaries as they did not generate
any assessable profits arising in Hong Kong during the year (2022: Nil).

There was no material unprovided deferred tax for its subsidiaries in respect of the year and as at the
end of the reporting period (2022: Nil).
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14. PLANT AND EQUIPMENT

At 31 March 2023

At 1 April 2022:
Cost
Accumulated depreciation

Net carrying amount

At 1 April 2022, net of
accumulated depreciation
Additions
Disposal
Depreciation provided during the year

At 31 March 2023, net of
accumulated depreciation

At 31 March 2023:
Cost
Accumulated depreciation

Net carrying amount

Furniture and Musical ~ Computer
equipment  instruments  equipment Total
HKS$ HKS$ HK$ HKS$
6,552,719 5,067,371 3,742,679 15,362,769
(5,051,128) (4,724,570) (1,955,177) (11,730,875)
1,501,591 342,801 1,787,502 3,631,894
1,501,591 342,801 1,787,502 3,631,894
603,434 672,249 77,485 1,353,168
( 369) - - ( 369)
( 803,220) ( 201,677) ( 912,209) ( 1,917,106)
1,301,436 813,373 952,778 3,067,587
6,958,903 5,718,180 3,775,310 16,452,393
(5,657,467) (4,904,807) (2,822,532) (13,384,806)
1,301,436 813,373 952,778 3,067,587
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14.

15,

PLANT AND EQUIPMENT (continued)

Furniture and Musical ~ Computer
equipment  instruments  equipment Total
HK$ HKS$ HK$ HK$
At 31 March 2022
At 1 April 2021:
Cost 5,171,549 4,967,802 2,799,891 12,939,242
Accumulated depreciation (4,790,633) (4,535,857) (1,384,918) (10,711,408)
Net carrying amount 380,916 431,945 1,414,973 2,227,834
At 1 April 2021, net of
accumulated depreciation 380,916 431,945 1,414,973 2,227,834
Additions 1,627,362 129,867 1,115,998 2,873,227
Disposal ( 1,725) - ( 1,725)

Depreciation provided during the year ( 506,687) ( 217,286) ( 743,469) ( 1,467,442)

At 31 March 2022, net of

accumulated depreciation 1,501,591 342,801 1,787,502 3,631,894
At 31 March 2022:

Cost 6,552,719 5,067,371 3,742,679 15,362,769

Accumulated depreciation (5,051,128) (4,724,570) (1,955,177) (11,730,875)

Net carrying amount 1,501,591 342,801 1,787,502 3,631,894
ACCOUNTS RECEIVABLE

The Group's accounts receivable are mainly receivables from Urban Ticketing System ("URBTIX")
of LCSD on concert income, and receivables from its customers on performance fee and others. The
sales of concert tickets are mainly conducted through URBTIX, and the Group receives the concert
income from LCSD one to two months after the completion of the related concerts. The credit period
offered to other customers is generally for a period of one to two months. The Group seeks to maintain
strict control over their outstanding receivables. Overdue balances are reviewed regularly by senior
management. At the end of the year, the Group had certain concentrations of credit risk as 41% (2022:
70%) of the Group’s trade receivables were due from the Group’s largest customer. The Group does
not hold any collateral or other credit enhancements over these balances. Accounts receivable are non-
interest-bearing. ’
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NOTES TO FINANCIAL STATEMENTS

31 March 2023

15.

16.

17.

ACCOUNTS RECEIVABLE (continued)

An impairment analysis is performed at each reporting date using a provision matrix to measure
expected credit losses. The provision rates are based on days past due for groupings of various
customer segments with similar loss patterns (i.e., by customer type). The calculation reflects the
probability-weighted outcome, the time value of money and reasonable and supportable information
that is available at the reporting date about past events, current conditions and forecasts of future
economic conditions. Generally, accounts receivable are written off if past due for more than one year
and are not subject to enforcement activity. As at 31 March 2023 and 2022, the Group estimated that
the expected loss rate of accounts receivable is minimal and no ECL allowance in respect of these
balances is made.

PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES

As at 31 March 2023, the Group's deposits and other receivables were neither past due nor impaired
(2022: Nil).

CASH AND BANK BALANCES
2023 2022
HKS$ HK$
Cash on hand and at banks 99,011,356 80,673,315

Cash at banks earns interest at floating rates based on daily bank deposit rates. Short term time deposits
are made for varying periods of between two weeks and two months (2022: one month and three
months) depending on the immediate cash requirements of the Group, and earn interest at the
respective short term time deposit rates.
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18. CREDITORS AND ACCRUED LIABILITIES
Notes 2023 2022
HK$ HK$
Creditors (a) 3,553,991 547,987
Accrued liabilities 16,081,496 12,407,302
Contract liabilities (b) 6,447,943 3,866,459
26,083,430 16,821,748
Notes:
(a) Creditors are non-interest-bearing and are normally settled on 60-day terms.
(b) Details of contract liabilities are as follows:
31 March 31 March 1 April
2023 2022 2021
HK$ HK$ HK$
Box office and performance income
received in advance 3,880,262 1,181,159 1,139,196
Sponsorships received in advance 2,567,681 2,600,000 2,558,262
Anti-epidemic Fund received in advance - 55,800 3,218,024
Drum graded exam fee received in advance - - 61,000
Teenager performance costume fee
received in advance - 29,500 -
6,447,943 3,866,459 6,976,482

The increase in contract liabilities in 2023 was mainly due to the increase in box office and
performance income received in advance in relation to more concerts after the end of the year
while the decrease in contract liabilities in 2022 was mainly due to the decrease in box office and
performance income received in advance in relation to less concerts after the end of the year.

36



HONG KONG CHINESE ORCHESTRA LIMITED
(Limited by Guarantee)

NOTES TO FINANCIAL STATEMENTS

31 March 2023

19, LEASE

The Group has lease contracts for offices used in its operations. Leases of offices has lease terms
between two and three years. Generally, the Group is restricted from assigning and subleasing the

leased assets outside the Group.

(a) Right-of-use assets

The carrying amounts of the Group's right-of-use assets and the movements during the year are as

follows:

At 1 April 2021
Additions
Depreciation charge

As at 31 March 2022 and 1 April 2022
Additions

Depreciation charge

As at 31 March 2023

(b) Lease liabilities

Offices
HKS$

2,667,108
451,318
(2,798,742)

319,684
7,340,454
(2,672,477)

4,987,661

The carrying amounts of lease liabilities and the movements during the year are as follows:

Carrying amount at 1 April
New leases

Accrued interest

Payments

Carrying amount at 31 March

Analysed into:
Current
Non-current

2023 2022
HK$ HKS$
324,304 2,806,476
7,340,454 451,318
325,273 88,610
(2,877,599) (3,022,100)
5,112,432 324,304
2,542,563 226,530

2,569,869 97,774



HONG KONG CHINESE ORCHESTRA LIMITED
(Limited by Guarantee)

NOTES TO FINANCIAL STATEMENTS

31 March 2023

19. LEASE (continued)

(c) The amounts recognised in the statement of income and expenditure in relation to lease are as

follows:
2023 2022
HKS$ HKS$
Interest on lease liabilities 325,273 88,610
Depreciation charge of right-of-use assets 2,672,477 2,798,742
Expense relating to short-term leases 849,618 500,915
Total amount recognised in the statement
of income and expenditure 3,847,368 3,388,267

(d) The total cash outflow for lease is disclosed in note 20(c) to the financial statements.

20. NOTES TO STATEMENT OF CASH FLOW
(a) Major non-cash transactions
During the year ended 31 March 2023, the Group had non-cash additions to right-of-use assets

and lease liabilities of HK$7,340,454 (2022: HK$451,318) and HK$7,340,454 (2022:
HK$451,318), respectively, in respect of lease arrangements for properties.
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20. NOTES TO STATEMENT OF CASH FLOW (continued)

(b) Changes in liabilities arising from financing activities

At 1 April 2021

Changes from financing cash flows

New leases

Interest expenses

Interest paid classified as operating cash flows

At 31 March 2022 and 1 April 2022

Changes from financing cash flows

New leases

Interest expenses

Interest paid classified as operating cash flows

At 31 March 2023

(c) Total cash outflow for lease

Lease
liabilities
HKS$

2,806,476
(2,933,490)
451,318
88,610

( 88,610)

324,304
(2,552,326)
7,340,454

325,273
( 325.273)

5,112,432

The total cash outflow for lease included in the statement of cash flows is as follows:

2023

HK$

Within operating activities 1,174,891
Within financing activities 2,552,376
3,727,217

2022
HK$

589,525
2,933,490

3,523,015
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NOTES TO FINANCIAL STATEMENTS

31 March 2023

2]. FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial instruments as at the end of the reporting
period, including the comparative information as at the end of the reporting period, are as follows:

Financial assets
At the end of the reporting period, the financial assets of the Group only included the category of loan
and receivables, which are as follows:

2023 2022

HKS$ HKS$

Accounts receivable 2,047,999 621,305
Financial assets included in prepayments, deposits

and other receivables 810,799 1,888,851

Cash and bank balances 99,011,356 80,673,315

101,870,154 83,183,471

Financial liabilities
As at the end of the reporting period, the financial liabilities of the Group only included the category
of financial liabilities at amortised cost, which are as follows:

2023 2022
HKS$ HKS$

Financial liabilities included in creditors and
accrued liabilities 5,095,054 1,036,748
Lease liabilities 5,112,432 324,304
10,207,486 1,361,052

22. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The main risks arising from the Group's financial instruments are credit risk and liquidity risk. The
Council Members review and agree policies for managing the risks as below.

Credit risk

All the Group's cash and bank balances are held in major financial institutions located in Hong Kong,
which management believes are of high credit quality.

Maximum exposure and year-end staging

The tables below show the credit quality and the maximum exposure to credit risk based on the
Group's credit policy, which is mainly based on past due information unless other information is
available without undue cost or effort, and year-end staging classification as at 31 March. The
amounts presented are gross carrying amounts for financial assets and the exposure to credit risk.
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22,

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

Credit risk (continued)

Maximum exposure and year-end staging (continued)

As at 31 March 2023

Accounts receivable*.
Financial assets included in
prepayments, deposits and
other receivables
- Normal**
Cash and bank balances
- Not yet past due

Total

As at 31 March 2022

Accounts receivable*
Financial assets included in
prepayments, deposits and
other receivables
- Normal**
Cash and bank balances
- Not yet past due

Total

12-month
ECLs Lifetime ECLs
Simplified
Stage 1 Stage2  Stage3  approach Total
HKS HK$ HK$ HK$ HK$
- - - 2,047,999 2,047,999
810,799 - - - 810,799
99,011,356 - - - 99,011,356
99,822,155 - - 2,047,999 101,870,154
12-month
ECLs Lifetime ECLs
Simplified
Stage 1 Stage2  Stage3  approach Total
HKS$ HKS HKS$ HK$ HK$
- - - 621,305 621,305
1,888,851 - - - 1,888,851
80,673,315 - - - 80,673,315
82,562,166 - - 621,305 83,183,471

* For accounts receivable to which the Group applies the simplified approach for impairment
allowance is disclosed in note 15 to the financial statements.

#* The credit quality of the financial assets included in prepayments, deposits and other receivables
is considered to be "normal" when they are not past due and there is no information indicating that
the financial assets had a significant increase in credit risk since initial recognition.
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22. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

Liguidity risk
The Group's policy is to regularly monitor current and expected liquidity requirements to ensure it
maintains sufficient reserves of cash to meet its liquidity requirements in the short and longer term.

The maturity of the Group's financial liabilities as at the end of the reporting period, based on the
contractual undiscounted payments, is as follows:

2023
Less than 1to5
12 months years Total
HKS HKS$ HKS$
Creditors and accrued liabilities 5,095,054 - 5,095,054
Lease liabilities 2,739,000 2,640,000 5,379,000

7,834,054 2,640,000 10,474,054

2022
Less than 1to5
12 months years Total
HKS$ HKS$ HKS$
Creditors and accrued liabilities 1,036,748 - 1,036,748
Lease liabilities 237,601 98,999 336,600
1,274,349 98,999 1,373,348
Capital management

The primary objectives of the Group's capital management are to safeguard the Group's ability to
continue as a going concern and to maintain healthy capital ratios in order to support its business.

The Group manages its capital structure and makes adjustments to it in light of changes in economic
conditions. The Group is not subject to any externally imposed capital requirements. No changes
were made in the objectives, policies or processes for managing capital during the years ended 31
March 2023 and 2022.

The Group monitors capital using a current ratio, which is current assets divided by current liabilities.
The Group's policy is to keep the current ratio above 1.
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HONG KONG CHINESE ORCHESTRA LIMITED
(Limited by Guarantee)

NOTES TO FINANCIAL STATEMENTS

31 March 2023

23

24.

STATEMENT OF FINANCIAL POSITION OF THE COMPANY (continued)
Note:
A summary of the Company's reserves is as follows:

General Development

Fund Fund Total

HKS$ HKS$ HKS$

At 1 April 2021 49,122,934 7,274,625 56,397,559
Surplus/(deficit) for the year 18,438,499 ( 292,728) 18,145,771
At 31 March 2022 and 1 April 2022 67,561,433 6,981,897 74,543,330
Surplus/(deficit) for the year 12,277,483 ( 56,187) 12,221,296
At 31 March 2023 79,838,916 6,925,710 86,764,626

The ratio of General Fund's reserves balance net of accumulated donation and sponsorship income to
the expenditures in the subvention period at 31 March 2023 and 2022 are as follows:

2023 2022
HKS$ HKS$
RESERVES

Accumulated surplus 79,838,916 67,561,433
Less: accumulated donation and sponsorship (100,728,590) ( 88,360,613)
( 20,889,674) ( 20,799,180)

EXPENDITURE 107,928,411 89,909,277

Ratio -19.4% -23.1%

Pursuant to the agreement entered into with the Government, the Company may keep and carry
forward a reserve after deducting the accumulated donation and sponsorship income of not more than
25% of the total expenditure. As at 31 March 2023 and 2022, the reserves carried forward after
deducting the accumulated donation and sponsorship income are less than 25% of the total
expenditures in the subvention period.

APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue by the board of Council Members on
11 September 2023.
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