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HARMONY HOUSE LIMITED
(FoibZ KA B H)

DIRECTORS’ REPORT

The directors have pleasure in presenting their annual report together with the audited financiat
statements of Harmony House Limited (the “Company®) for the year ended 31 March 2021.

PRINCIPAL ACTIVITY

The principal activity of the Company is to provide a rent-free shelter for women and children who
are victims of violence. Other activities include community education, crisis intervention,
outreaching to schools, counseling and hotlines services.

The shelter premises are provided by the Government of the Hong Kong Special Administrative
Region.

FINANCIAL STATEMENTS

The financial performance of the Company for the year ended 31 March 2021 and the financial
position of the Company as at that date are set out in the financial statements on pages 6 to 42.

DIRECTORS

The directors of the Company during the year and up to the date of this report were as follows:

Ms. Wong Hing Chun

Mrs. Koo Au Cheuk Ming Anna

Mrs. Crosbie-Walsh Penny Soh Peng

Prof. Ng Man Lun

Dr. Kam Chak Wah

Ms. Yu Po Kwan

Mr. Leung Hong Shun Alexander

Ms. Chui Chi Yan Daisy

Dr. Chan Tak Mau (appointed on 19 September 2020)
Dr. Leung Suk Man Grace (resigned on 1 July 2021)

In accordance with Articte 43 of the Company’s Articles of Association, the following directors
retire and being eligible, may offer themselves for re-election for the forthcoming year:

Mrs. Koo Au Cheuk Ming Anna
Mrs. Crosbie-Walsh Penny Soh Peng
Dr. Kam Chak Wah
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HARMONY HOUSE LIMITED
(FrzRARNT)

DIRECTORS’ REPORT

MATERIAL INTERESTS IN TRANSACTIONS, ARRANGEMENTS OR CONTRACTS

No transactions, arrangements or contracts of significance in relation to the Company’s business
to which the Company was a party and in which a director of the Company or an entity connected
with a director is material interested, whether directly or indirectly, subsisted during or at the
end of the financial year.

ARRANGEMENTS TO PURCHASE SHARES OR DEBENTURES

At no time during the year was the Company a party to any arrangements to enable the directors
of the Company to acquire benefits by means of the acquisition of shares in, or debentures of, the
Company or any other body corporate.

AUDITOR

A resolution will be proposed at the forthcoming annual general meeting of the Company to
re-appoint the auditor, BDO Limited.

On behalf of the directors

v—"’z""’/__?

/

Ms, Wong Hing Chun
Director

Hong Kong, 24 September 2021
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INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF HARMONY HOUSE LIMITED
(Fodb 2 RAH MR F)

(incorporated in Hong Kong as a company timited by guarantee) ‘

Opinion

We have audited the financial statements of Harmony House Limited (the “Company”} set out on
pages 6 to 42, which comprise the statement of financial position as at 31 March 2021, and the
statement of profit or loss and other comprehensive income, the statement of changes in total
funds and the statement of cash flows for the year then ended, and notes to the financial
statements, including a summary of significant accounting policies.

in our opinion, the financial statements give a true and fair view of the financial position of the
Company as at 31 March 2021 and of its financial performance and its cash flows for the year then
ended in accordance with Hong Kong Financiat Reporting Standards {*HKFRSs”} issued by the Hong
Keong 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. Qur responsibilities under those standards are further described in the “Auditor’s
Responsibilities for the Audit of the Financial Statements” section of our report. We are
independent of the Company in accordance with the HKICPA's “Code of Ethics for Professional
Accountants” {the "Code”), and we have fulfilled our other ethical responsibilities in accordance
with the Code. We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our opinion.

Other Information

The directors are responsible for the other information. The other information comprises the
information included in the directors’ report.

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

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

200 Limited ) -3-
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BDO Limited, a Hong Kong limited company, 1s a member of BDO International Limited, a UK company limited by guarantee,
and forms part of the internatianal BDO network of independent member firms,
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INDEPENDENT AUDITOR’S REPORT _
TC THE MEMBERS OF HARMONY HOUSE LIMITED

(X FH RNE)

(incorporated in Hong Kong as a company limited by guarantee)

Directors’ Responsibilities for the Financial Statements

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

In preparing the financial statements, the directors are responsible for assessing the Company’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 directors either intend to liquidate the
Company or to cease operations, or have no realistic alternative but to do so.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. This 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 financial statements.

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

« identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit pracedures 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 averride of internal control.
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INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF HARMONY HOUSE LIMITED

(ot £H RA4))

(incorporated in Hong Kong as a company limited by guarantee)

Auditor’s Responsibilities for the Audit of the Financial Statements - Continued

+ gbtain 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 Company’s internal control.

+ evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the directors.

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

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

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

220

BDO Limited

Certified Public Accountants

Law Fung Ha

Practising Certificate Number PG3958

Hong Kong, 24 September 2021
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HARMONY HOUSE LIMITED
(k2 KA R F)

STATEMENT OF FINANCIAL POSITION
AS AT 31 MARCH 2021

Notes 2021 2020
HKS HKS

Nan-current assets

Property, plant and equipment 12 124,174 298,349

Right-of-use assets 13 1,139,451 519,108
Total non-current assets 1,263,625 817,457
Current assets ‘

Utility deposits and prepayments 535,095 409,430

Dther receivables 4,390,206 4,179,768

Cash and bank balances 13,023,219 11,793,579
Total current assets 17,948,520 16,382,777
Total assets 19,212,145 17,200,234
Current liabilities ‘

Accounts payable and accruals 1,607,013 1,584,933

Amount payable to Social Welfare Department 14 38,214 121,218

Lease ljabilities 15 547,450 253,080

Staff provident fund balance 16 1,153,707 1,289,340

Donations for specific purposes 17 5,692,233 5,783,819

Cash advance from HKJC 3,207,022 2,303,588

Cash advance from BOCHK 1,976,346 -

Lotteries fund balance 18 1,395,997 1,901,928

Deferred income for capital grants 19 124,175 298,350
Total current liabilities 15,742,157 13,536,256
Net current assets 2,206,363 2,846,521
Non-current liability

Lease liabilities 15 592,001 266,028
Total liabilities 16,334,158 13,802,284
NET ASSETS 2,877,987 3,397,950

s
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HARMONY HOUSE LIMITED
W2 REMRNE)

(

STATEMENT OF FINANCIAL POSITION
AS AT 31 MARCH 2021

Represented by:
Capital
Specific funds
Lump sum grant reserve
Accumulated funds

TOTAL FUNDS

Cn behalf of the directors

Y
T

Ms. Wong Hing Chun
Director

Notes

21
22
23
24

2021 2020
HKS HK$
354,911 354,911
501,375 528,699
1,680,218 2,164,236
341,483 350,104
2,877,987 3,397,950

Director

Mrs. Crpshie-Walsh Penny Soh Peng

i
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At 1 April 2019

Net deficit for the year
Transfers (note 23 & 24)
Fund utilised (note 22)
At 1 April 2020

Net deficit for the year
Transfers (note 23 & 24)
Fund utitised (note 22)

At 31 March 2021

HARMONY HOUSE LIMITED
(Fodd 2 KA B2 F])

STATEMENT OF CHANGES IN TOTAL FUNDS

FOR THE YEAR ENDED 31 MARCH 2021

Lump sum
Specific grant Accumulated
Capital funds reserve funds Total
HK$ HKS HKS$ HK$ HK$
354,911 543,758 2,260,527 ' 286,228 3,445,424
. . . (32,415) {32,415)
(96,291) 96,291 -
(15,059 - - (15,059)
354,911 528,699 2,164,236 350,104 3,397,950
- - . (492,639) (492,639)
- - {(484,018) 484,018 -
- (27,324) - - {27,324)
354,911 501,375 1,680,218 341,483 2,877,987

-10 -
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HARMONY HOUSE LIMITED
(Fot2z RERAF)

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 MARCH 2021

Cash flows from operating activities
Net deficit for the year
Adjustments for:
Depreciation of property, plant and equipment
Depreciation of right-of-use assets
Interest expense on lease liabilities
Capital grants recognised as income
Interest income

Operating (loss)/profit before working capital changes
Increase in utility deposits and prepayments
Increase in other receivables
Decrease in amount receivable fram Social Welfare Department
Increase/(decrease) in accounts payable and accruals
Increase in amount payable to Social Welfare Department
- (Decrease)/increase in staff provident fund balance
(Decrease}/increase in donation for specific purposes
Increase in cash advance from HKJC
Increase in cash advance from BOCHK
(Decrease)/increase in lotteries fund balance
Decrease in staff development fund

Net cash from operating activities
Cash flows from investing activities
Purchases of property, plant and equipment
interest received
Net cash used in investing activities
Cash flows from financing activities
Capital grants received
Clawback refunded to SWD
Repayment of principal portion of the lease liabilities

Interest paid on lease liabilities

Net cash used in financing activities

-1 -

2021 2020
HK$ HKS
(492,639) (32,415)
240,104 258,744
253,080 243,928
20,208 29,360
(240,104) (258,744)
{233) (8,691)
(219,584) 232,182
{125,665) (115,831)
(210,438) (822,684)
- 30,299
22,080 (175,347)
40,285 121,218
(135,633) 123,498
(91,586) 771,063
903,434 1,191,473
1,976,346 -
(505,931) 486,944
(27,324) {15,059}
1,625,984 1,827,756
(65,929) (88,814)
233 8,691
(65,696) {80,123)
65,929 88,814
(123,289) (343,039)
(253,080) (243,928)
{20,208) (29,360)
(330,648) (527,513)
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HARMONY HOUSE LIMITED
(ot RHRXF)

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 MARCH 2021

2021 2020
HKS HKS
Net increase in cash and cash equivalents 1,229,640 1,220,120
Cash and cash equivalents at beginning of year 11,793,579 10,573,459
Cash and cash equivalents at end of year 13,023,219 11,793,579
Analysis of cash and cash equivalents:
Cash available on demand 13,023,219 11,793,579

-12 -
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HARMONY HOUSE LIMITED
(Fos8Z RH IR E))

NOTES TO THE FINANCIAL STATEMENTS
31 MARCH 2021

LEGAL STATUS AND OPERATIONS

Harmony House Limited (the “Company”) was incorporated in Hong Kong under the Hong
Kong Companies Ordinance (“Company Ordinance”) on 2 April 1986 as a Company limited
by guarantee.

Under the provisions of the Company’s Artictes of Association, every member shall, in the
event of the Company being wound up, contribute to the assets of the Company to the
extent of HK$100. At the end of reporting period, the Company had ten members.

The Company s a charitable organisation and provides a rent-free shelter for women and
children who are victims of violence. Other activities include community education, crisis
intervention, outreaching to schools, counseling and hotlines services. Its registered
office and principal place of business is at G/F, Wing 8, On Wah House, Lok Wah (South)
Estate, Kwun Tong, Kewloon, Hong Kong.

ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS (“HKFRSs”)

(@) Adoption of new/revised HKFRSs - effective 1 May 2020

The HKICPA has issued a number of new or amended HKFRSs that are first
effective for the current accounting period of the Company.

Amendments to HKFRS 3 Definition of a business
Amendments to HKAS 1 and Definition of material

HKAS 8
Amendments to HKAS 39, Interest Rate Benchmark Reform

HKFRS 7 and HKFRS 9

None of these new or amended HKFRSs has a material impact on the Company's
results and financial position for the current or prior period. The Company has not
early applied any new and amended HKFRSs that is not yet effective for the current
accounting period.

-13-
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2 ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS (“HKFRSs”) -

1t

HARMONY HOUSE LIMITED
(Fod2Z RHEMRAE)

NOTES TO THE FINANCIAL STATEMENTS
31 MARCH 2021

Continued

(b)

New/revised HKFRSs that have been issued but are not yet effective

The following new/revised HKFRSs, potentially relevant to the Company’s
financial statements, have been issued, but are not yet effective and have not
been adopted by the Company. '

COVID-19-Related Rent Concessions '
Proceeds before Intended Use 2

Amendments to HKFRS 16
Amendments to HKAS 16

Annual Improvements to HKFRSs Amendments to HKFRS 9, Financial
2018-2020 Cycle Instruments 2
Annual Improvements to HKFRSs Amendments to HKFRS 16, Leases 2

2018-2020 Cycle
Amendments to HKAS 1 Classification of Liabilities as Current or
Non-current 3
Presentation of Financial Statements -
Classification by the Borrower of a
Term Loan that Contains a Repayment
on Demand Clause ?

Annual Improvements to HKFRSs 2018-20207

HK Interpretation 5 (2020)

T Effective for annual perfods beginning on or after 1 January 2020
2 Effective for annual perfods beginning on or after 1 January 2022
3 Effective for annual periods beginning on or after 1 January 2023

The Company is in the process of making an assessment of the potential impact of
these new/revised HKFRSs and the directors so far concluded that the application
of these new/revised HKFRSs will have no material impact on the Company's
financial statements.

3. BASIS OF PREPARATION

(a)

Statement of compliance

The financial statements have been prepared in accordance with all applicable
HKFRSs, Hong Kong Accounting Standards ("HKASs") and Interpretations
(hereinafter collectively referred to as the "HKFRSs") and the provisions of the
Hong Kong Companies Ordinance which concerning the preparation of financial

~ statements.

-14 -
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HARMONY HOUSE LIMITED
(Fo 2 FHRNE])

NOTES TO THE FINANCIAL STATEMENTS
31 MARCH 2021

BASIS OF PREPARATION - Continued

(b

()

Basis of measurement
The financial statements have been prepared under the historical cost basis.
Functional and presentation currency

The financial statements are presented in Hong Kong dollars (*HKS”) which is the
functional currency of the Company.

SIGNIFICANT ACCOUNTING POLICIES

(a)

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation
and accumulated impairment tosses.

The cost of property, ptant and equipment includes its purchase price and the
costs directly attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or recognised as a
separate asset, as appropriate, only when it is probable that future economic
benefits associated with the item will flow to the Company and the cost of the
jtem can be measured reliably. The carrying amount of the replaced part is
derecognised. All other repairs and maintenance are recognised as an expenses in
profit or loss during the financial period in which they are incurred.

Property, plant and equipment are depreciated so as to write off their cost net of
expected residual value over their estimated useful lives on a straight-line basfs.
The useful lives, residual value and depreciation method are reviewed, and
adjusted if appropriate, at the end of each reporting period. The useful lives are
as follows:

Motor vehicle 4 years
Furniture and equipment 4 years
Leasehold improvements Over the remaining life of the leases but not

exceeding 5 years

An asset is written down immediately to its recoverable amount if its carrying
amount is higher than the asset’s estimated recoverable amount.

-15-



4,

HARMONY HOUSE LIMITED
(Fotkx RAERAF)

NOTES TO THE FINANCIAL STATEMENTS
31 MARCH 2021

SIGNIFICANT ACCOUNTING POLICIES - Continued

{a)

(b)

Property, plant and equipment - Continued

Assets held under finance leases are depreciated over their expected useful lives
on the same basis as owned assets, or where shorter, the term of the relevant
lease.

The gain or loss on disposal of an item of property, plant and equipment is the
difference between the net sale proceeds and its carrying amount, and is
recognised in profit or loss on disposal.

Capital grants and donations received for the purchase of property, plant and
equipment are recorded as deferred income in the statement of financial position
and amortised in profit or loss over the useful life of the relevant assets.

Leases

All leases are required to be capitalised in the statement of financial position as
right-of-use assets and lease liabilities, but accounting policy choices exist for an
entity to choose not to capitalise (i) leases which are short-term leases and/or (ii)
leases for which the underlying asset is of low value, The Company has elected not
to recognise right-of-use assets and lease liabilities for low value assets and leases
for which at the commencement date have a lease term less than 12 months. The
lease payments associated with those leases have been expensed on straight-line
basis over the lease term.

Right-of-use_asset
The right-of-use asset should be recognised at cost and would comprise:

{i) the amount of the initial measurement of the lease liability (see below for the
accounting policy to account for lease liability); _

(i) any lease payments made at or before the commencement date, less any
fease incentives received;

{iif) any initial direct costs incurred by the lessee; and

{iv) an estimate of costs to be incurred by the lessee in dismantling and removing
the undertying asset to the condition required by the terms and conditions of
the lease, unless those costs are incurred to produce inventories.

- 16 -
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HARMONY HOUSE LIMITED
(o2 RARNE)

NOTES TO THE FINANCIAL STATEMENTS
31 MARCH 2021

4. SIGNIFICANT ACCOUNTING POLICIES - Continued

(b}

Leases - Continued

Right-of-use asset - Continued

Under the cost model, the Company measures the right-to-use at cost, less any
accumulated depreciation and any impairment losses, and adjusted for any
remeasurement of lease liability.

The right-of-use asset arising from the properties under tenancy agreements are
carried at depreciated cost.

Lease liabili

The lease liability is recognised at the present value of the lease payments that
are not paid at the date of commencement of the lease. The lease payments are
discounted using the interest rate implicit in the lease, if that rate can be readily
determined. If that rate cannot be readily determined, the Company uses the
Company’s incremental borrowing rate.

The following payments for the right-to-use the underlying asset during the lease
term that are not paid at the commencement date of the lease are considered to
be {ease payments:

{i) fixed payments less any lease incentives receivable;

(ii) variable lease payments that depend on an index or a rate, initially measured
using the index or rate as at commencement date;

(iii) amounts expected to be payable by the lessee under residual value
guarantees; _

(iv) the exercise price of a purchase option if the lessee is reasonably certain to
exercise that option; and

(v) payments of penalties for terminating the lease, if the lease term reflects the
lessee exercising an option to terminate the lease,

Subsequent to the commencement date, the Company measures the lease
lability by:

(i} increasing the carrying amount to reflect interest on the lease liability;

(ii) reducing the carrying amount to reflect the lease payments made; and

{iti) remeasuring the carrying amount to reflect any reassessment or lease
modifications, or to reflect revised in-substance fixed lease payments.

-17 -
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HARMONY HOUSE LIMITED
(Fosb 2 BA R E])

NOTES TO THE FINANCIAL STATEMENTS
31 MARCH 2021

4. SIGNIFICANT ACCOUNTING POLICIES - Continued

(b)

Leases - Continued

Lease liability - Continued

When the Company revises its estimate of the term of any lease (because, for
example, it re-assesses the probability of a lessee extension or termination option
being exercised), it adjusts the carrying amount of the lease liability to reflect
the payments to make over the revised term, which are discounted using a revised
discount rate. The carrying value of lease liabilities is similarly revised when the
variable element of future lease payments dependent on a rate or index is revised,
except the discount rate remains unchanged. In both cases, an equivalent
adjustment is made to the carrying value of the right-of-use asset, with the
revised carrying amount being amortised over the remaining (revised) lease term.
If the carrying amount of the right-of-use asset is adjusted to zero, any further
reduction is recognised in profit or loss.

When the Company renegotiates the contractual terms of a lease with the lessor,

if the renegotiation results in ‘one or more additional assets being leased for an

amount commensurate with the standalone price for the additional rights-of-use

abtained, the modification is accounted for as a separate lease, in all other cases,

where the renegotiated increases the scope of the lease (whether that is an
extension to the lease term, or one or more additional assets being leased), the
lease liability is remeasured using the discount rate applicable on the
modification date, with the right-of-use asset being adjusted by the same amount.
if the renegotiation results in a decrease in the scope of the lease, both the
carrying amount of the lease liability and right-of-use asset are reduced by the
same proportion to reflect the partial or full termination of the lease with any
difference recognised in profit or loss. The lease liability is then further adjusted

to ensure its carrying amount reflects the amount of the renegotiated payments
over the renegotiated term, with the modified lease payments discounted at the
rate applicable on the modification date and the right-of-use asset s adjusted by
the same amount.
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HARMONY HOUSE LIMITED
(Fo3 2 FH R 3))

NOTES TO THE FINANCIAL STATEMENTS
31 MARCH 2021

4, SIGNIFICANT ACCOUNTING POLICIES‘ - Continued

(¢) Financial Instruments

®

Financial assets

A financial asset (unless it is a trade receivable without a significant financing
component) is initially measured at fair value plus, for an item not at fair
value through profit or loss {“FVTPL"), transaction costs that are directly
attributable to its acquisition or issue, A trade receivable without a
significant financing component is initially measured at the transaction price.

All regular way purchases and sales of financial assets are recognised on
the trade date, that is, the date that the Company commits to purchase
or sell the asset. Regular way purchases or sales are purchases or sales of
financial assets that require delivery of assets within the period generally
established by regulation or convention in the market place,

Subsequent measurement of debt instruments depends on the Company’s
business madel for managing the asset and the cash flow characteristics
of the asset. The Company classifies its debt instruments as amortised
cost.

Assets measured at amortised cost that are held for collection of
contractual cash flows where those cash flows represent solely payments
of principal and interest are measured at amortised cost. Financial assets
at amortised cost are subsequently measured using the effective interest
rate methed. Interest income, foreign exchange gains and losses and
impairment are recognised in profit or loss. Any gain on derecognition is
recognised in profit or loss.
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HARMONY HOUSE LIMITED
(P FHRAE)

NOTES TO THE FINANCIAL STATEMENTS
31 MARCH 2021

4. SIGNIFICANT ACCOUNTING POLICIES - Continued

{c) Financial Instruments - Continued

(1)

Impairment loss on financial assets

The Company recognises loss allowances for expected credit loss (“ECL"”)
on trade receivables, contract assets, financial assets measured at
amortised cost and debt investments measured at FVOCI. The ECLs are
measured on either of the following bases: (1) 12 months ECLs: these are
the ECLs that result from possible default events within the 12 months
after the reporting date; and (2) lifetime ECLs: these are ECLs that result
from all possible default events over the expected life of a financial
instrument. The maximum period considered when estimating ECLs is the
maximum contractual period over which the Company is exposed to
credit risk.

ECLs are a probability-weighted estimate of credit losses. Credit losses
are measured as the difference between all contractual cash flows that
are due to the Company in accordance with the contract and all the cash
flows that the Company expects to receive. The shortfall is then
discounted at an approximation to the assets’ original effective interest
rate.

The ECLs are based on the 12-months ECLs. However, when there has
been a significant increase in credit risk since origination, the allowance
will be based on the lifetime ECLs.

When determining whether the credit risk of a financial asset has
increased significantly since initial recognition and when estimating ECL.,
the Company considers reasonable and supportable information that is
relevant and available without undue cost or effort. This includes both
quantitative and qualitative information analysis, based on the
Company’s historical experience and informed credit assessment and
including forward-looking information.

The Campany assumes that the credit risk on a financial asset has
increased significantly if it is more than 30 days past due.

The Company considers a financial asset to be credit-impaired when: (1)
the borrower is unlikely to pay its credit obligations to the Company in full,
without recourse by the Company to actions such as realising security (if
any is held); or (2} the financial asset is more than 90 days past due.
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4,

HARMONY HOUSE LIMITED
(FokZ RHBRAS])

NOTES TO THE FINANCIAL STATEMENTS
31 MARCH 2021

SIGNIFICANT ACCOUNTING POLICIES - Continued

(©)

Financial Instruments - Continued

(i)

(fii)

(iv)

v

Impairment loss on financial assets - Continued

Interest income on credit-impaired financial assets is calculated based on
the amortised cost (i.e. the gross carrying amount less loss allowance) of
the financial asset. For non-credit-impaired financial assets interest
income is calculated based on the gross carrying amount.

Financial liabilities

The Company classifies its financial liabilities, depending on the purpose
for which the liabilities were incurred. The Company classifies its
financial liabilities as financial liabilities at amortised cost.

Financial liabilities at amortised cost including trade and other payables
and other short-term monetary liabilities. They initially measured at fair
value, net of directly attributable costs incurred, and are subsequently
measured at amortised cost, using the effective interest method. The
related interest expense is recognised in profit or loss.

Gains or losses are recognised in profit or loss when the liabilities are
derecognised as well as through the amortisation process.

Effective interest method

The effective interest methaod is 2 method of calculating the amortised
cost of a financial asset or financial liability and of allocating interest
income or interest expense over the relevant period. The effective
interest rate is the rate that exactly discounts estimated future cash
receipts or payments through the expected life of the financial asset or
liability, or where appropriate, a shorter period.

Equity instruments

Equity instruments issued by the Company are recorded at the proceeds
received, net of direct issue costs.

-21-



HARMONY HOUSE LIMITED
(Foskx RHMRNS])

NOTES TO THE FINANCIAL STATEMENTS
31 MARCH 2021

4. SIGNIFICANT ACCOUNTING POLICIES - Continued

(€)

(d)

Financial Instruments - Continued

(vi)  Derecognition
The Company derecognises a financial asset when the contractuat rights
to the future cash flows in relation to the financial asset expire or when
the financial asset has been transferred and the transfer meets the

criteria for derecognition in accordance with HKFRS 9.

Financial liabilities are derecognised when the obligation specifiéd in the
relevant contract is discharged, cancelled or expires.

Revenue recognition
Grants received for the purchase of property, plant and equipment, which are
recorded as deferred income in the statement of financial position and amortised

over the useful life of the asset.

Subvantion from Social Welfare Department and allocations and grants from other
charitable organisations are recognised in accordance with the approved applications.

Donations for specific purposes are recognised in accordance with the approved
applications. '

Interest income is accrued on a time basis on the principal outstanding at the
applicable interest rate.
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HARMONY HOUSE LIMITED
(Fo2 RAHRNE)

NOTES TO THE FINANCIAL STATEMENTS
31 MARCH 2021

4. SIGNIFICANT ACCOUNTING POLICIES - Continued

(e)

(f)

Employee benefits

(i)

(#)

(i)

Short term employee benefits

Short term employee benefits are employee benefits (other than termination
benefits) that are expected to be settled wholly before twelve months after
the end of the annual reporting period in which the employees render the
related service. Short term employee benefits are recognised in the year
when the employees render the related service.

Defined contribution retirement plan

Contributions to defined contribution retirement plans are recognised as an
expense in profit or toss when the services are rendered by the employees.

Termination benefits
Termination benefits are recognised on the earlier of when the Company can

no longer withdraw the offer of those benefits and when the Company
recognises restructuring costs involving the payment of termination benefits.

Impairment of non-financial assets

At the end of each reporting period, the Company reviews the carrying amounts of
property, plant and equipment to determine whether there is any indication that
those assets have suffered an impairment loss or an impairment loss previously
recognised ho longer exists or may have decreased.

If the recoverable amount {i.e. the greater of the fair value less costs to sell and value
in use} of an asset is estimated to be less than its carrying amount, the carrying
amount of the asset is reduced to its recoverable amount. An impairment loss is
recognised as an expense immediately, unless the relevant asset is carried at a
revalued amount under another HKFRS, in which case the impairment loss is treated
as a revaluation decrease under that HKFRS.
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HARMONY HOUSE LIMITED
(fotk 2 RAH R E])

NOTES TC THE FINANCIAL STATEMENTS
31 MARCH 2021

SIGNIFICANT ACCOUNTING POLICIES - Continued

(f)

(g)

Impairment of non-financial assets - Continued

At the end of each reporting period, the Company reviews the carrying amounts of
property, plant and equipment to determine whether there is any indication that
those assets have suffered an impairment loss or an impairment loss previously
recognised no longer exists or may have decreased.

If the recoverable amount (1.€. the greater of the fair value less costs to setl and value
in use) of an asset is estimated to be less than its carrying amount, the carrying
amount of the asset is reduced to its recoverable amount. An impairment loss is
recognised as an expense immediately, unless the relevant asset is carried at a
revalued amount under another HKFRS, in which case the impairment loss is treated
as a revaluation decrease under that HKFRS,

Where an impairment loss subsequently reverses, the carrying amount of the asset is
increased to the revised estimate of its recoverable amount, to the extent that the
increased carrying amount does not exceed the carrying amount that would have
been determined had no impairment loss been recognised for the asset in prior years.
A reversal of an impairment loss is recognised as income immediately, unless the
relevant asset is carried at a revalued amount under another HKFRS, in which case the
reversal of the impairment loss is treated as a revaluation increase under that HKFRS.

Related parties

(a) A person or a close member of that person’s family is related to the
Company if that person:

{) has control or joint centrol over the Company;

(if)  has significant influence over the Company; or
(iti) is a member of key management personnel of the Company.
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4,

HARMONY HOUSE LIMITED
(o Z ZAMRE)

NOTES TO THE FINANCIAL STATEMENTS
31 MARCH 2021

SIGNIFICANT ACCOUNTING POLICIES - Continued

(g)

Related parties - Continued

{b}  An entity is related to the Company if any of the following conditions
apply:

{iy the entity and the Company are members of the same group (which
means that each parent, subsidiary and fellow subsidiary is related
to the others).

(ii)  one entity is an associate or joint venture of the other entity (or an
associate or joint venture of a member of a group of which the
other entity is a member).

(iii) both entities are joint ventures of the same third party.

{iv) one entity is a joint venture of a third entity and the other entity is
an associate of the third entity.

(v} the entity is a post-employment benefit plan for the benefit of the
employees of the Company or an entity related to the Company.

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

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

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

Close members of the family of a person are those family members who may be
expected to influence, or be influenced by, that person in their dealings with the
entity and include:

() that person’s children and spouse or domestic partner;

(ii) children of that person’s spouse or domestic partner; and
(iii} dependents of that person or that person’'s spouse or domestic partner.
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HARMONY HOUSE LIMITED
(Fosk 2 ZH RN E)

NOTES TO THE FINANCIAL STATEMENTS
31 MARCH 2021

4. SIGNIFICANT ACCOUNTING POLICIES - Continued

(h)

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or amount when the
Company has a legal or constructive obligation arising as a result of a past event,
which will probably result in an outflow of economic benefits that can be reasonably
estimated.

Where it is not probable that an outflow of economic benefits will be required, or the
amount cannot be estimated reliably, the obligation is disclosed as a contingent
Hability, unless the probability of outflow of economic benefits is remote. Possible
cbligations, the existence of which will only be confirmed by the occurrence or
non-cccurrence of one or more future events, are also disclosed as contingent
liabilities unless the probability of outflow of econamic benefits is remote.

5. NET DEFICIT FOR THE YEAR

Net deficit for the year is stated after charging:

2021 2020
HKS HKS
Employee costs (note 6) 19,042,501 15,769,454
Depreciation charge
Property, plant and equipment {(note 12) 240,104 258,744
- Right-of-use assets (note 13) 253,080 243,928
6. EMPLOYEE COSTS
2021 2020
HK$ HK$
Employee costs comprise:
Wages and salaries 17,592,633 14,873,021
Contributions to defined contributions retirement plan 1,449,868 896,433

19,042,501 13,769,454
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HARMONY HOUSE LIMITED
(Fodd 2 A R2E)

NOTES TO THE FINANCIAL STATEMENTS
31 MARCH 2021

DIRECTORS’ EMOLUMENTS

Directors’ emoluments disclosed pursuant to Section 383 of the Hong Kong Companies
Ordinance (Cap.622) and the Companies (Disclosure of Information about Benefits of
Directors) Regulation (Cap.622G) are as follows:

2021 2020
HK$ HK$

Fees . -
Other emoluments - -

INCOME TAX
The Company is exempt from tax under Section 88 of the Hong Kong Inland Revenue

Ordinance from any tax by reason of being a charitable institution or trust of a public
character {2020: Nil).
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HARMONY HOUSE LIMITED
(g2 FHMRNE)

NOTES TO THE FINANCIAL STATEMENTS
31 MARCH 2021

PROPERTY, PLANT AND EQUIPMENT

Cost

At 1 April 2020
Additions
Disposals

At 31 March 2021

Accumulated depreciation
At 1 April 2020
Depreciation

Eliminated on disposal

At 31 March 2021

Net book value
At 31 March 2021

Cost

At 1 April 2019
Additions
Disposals

At 31 March 2020

Accumulated depreciation
At 1 April 2019
Depreciation

Eliminated on disposal

At 31 March2020

Net book value
At 31 March 2020

[

Furniture
Motor and Leasehold
vehicle equipment improvement Total
HK$ HK$ HKS HKS
776,902 1,349,420 13,436,959 15,563,281
- 65,929 - 65,929
- {157,473) - {157,473)
776,902 1,257,876 13,436,959 15,471,737
776,902 1,211,105 13,276,925 15,264,932
- 80,070 160,034 240,104
- {157,473) - {157,473)
776,902 1,133,702 13,436,959 15,347,563
- 124,174 - 124,174
Furniture
Motor and Leasehold
vehicle equipment improvement Total
HK$ HKS HKS HK$
776,902 1,414,656 13,436,959 15,628,517
- 88,814 . 88,814
- (154,050) {154,050}
776,902 1,349,420 13,436,959 15,563,281
776,902 1,266,444 13,116,892 15,160,238
- 98,711 160,033 258,744
- (154,050) (154,050)
776,902 1,211,105 13,276,925 15,264,932
138,315 160,034 298,349
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12.

13.

HARMONY HOUSE LIMITED
(Ao A M2 8])

NOTES TO THE FINANCIAL STATEMENTS
31 MARCH 2021

PROPERTY, PLANT AND EQUIPMENT - Continued

The motor vehicle is purchased for the purpose of community education and is registered
under the Trade Marks Registry Intellectual Property Department in the name of

“Harmony Express”.

RIGHT-OF-USE ASSETS

Land and
buildings
HKS -
Cost
At 1 April 2020 763,036
Additions 873,423
At 31 March 2021 1,636,459
Accumulated depreciation
At 1 April 2020 243,928
Charge for the year 253,080
At 31 March 2021 497,008
Net book value
At 31 March 2021 1,139,451
Land and
buildings
HKS
Cost
At 1 April 2019 -
Additions 763,036
At 31 March 2020 763,036
Accumulated depreciation
At 1 April 2019 -
Charge for the year 243,928
At 31 March 2020 243,928

Net book value
At 31 March 2020

519,108
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14.

15.

HARMONY HOUSE LIMITED
(i Z RAMNE])

NOTES TO THE FINANCIAL STATEMENTS
31 MARCH 2021

AMOUNT PAYABLE TO SOCIAL WELFARE DEPARTMENT

2021 2020
HK$ HKS

At 1 April 121,218 (30,299)
Back payment of rent and rates for prior years z,071 9,277
Written off of deficit balance of rent & rate for prior years - 21,022
Rent and rates
- Subsidy received for the year 79,464 76,629
- Rent and rates paid for the year {68,200) (78,700)
Central item (special allowance)
- Claw back surplus in prior year (123,289) -
- Special allowance received for the year . 151,800 246,675
- Expenses paid for the year (124,850) (123,386)
At 31 March 38,214 121,218
LEASE LIABILITIES

Land and

Buildings

HK$

At 1 April 2019 763,036
Interest expense 29,360
Lease payments {273,288)
At 31 March 2020 and 1 April 2020 519,108
Additon 873,423
Interest expense 20,208
Lease payments . (273,288)
At 31 March 2021 , 1,139,451
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HARMONY HOUSE LIMITED
(Fodb 2 RA R E8)

NOTES TO THE FINANCIAL STATEMENTS
31 MARCH 2021

LEASE LIABILITIES - Continued
Future lease payments are due as follows:

Minimum lease

payments Interest Present Value
HKS$ HK$ HK$
At 31 March 2021
Not later than one year 588,349 (40,399) 547,450
Later than one year and not later than
five years 622,640 {30,639) 592,001
1,210,989 {(71,538) 1,139,451
At 31 March 2020
Not later than one year 273,288 (20,208) 253,080
Later than one year and not later than
five years 273,288 (7,260} 266,028
546,576 (27,468) 519,108

The present value of future lease payments are analysed as:

2021 2020

HKS HKS
Current liabilities 547,450 253,080
Non-current liabilities 592,001 266,028

1,139,451 519,108
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17.

18.

HARMONY HOUSE LIMITED
(Fo¥ 2 RAH MR E))

NOTES TO THE FINANCIAL STATEMENTS
31 MARCH 2021

STAFF PROVIDENT FUND BALANCE

The Best Practice Manual issued by the Social Welfare Department which was effective
from 1 July 2014 requires the Company to use canvenient, effective and timely channels
ta disseminate information about the staff provident fund reserve to staff members.

The employer’s contribution rate to staff provident fund is 5%, 6.8% and 8% for full-time
staff who have completed less than 3 years, 3 years and 7 years of service respectively.
During the year, an additional HK$1,500 per year of service was contributed, on a pro-rata
basis, to staff provident fund.

DONATIONS FOR SPECIFIC PURPOSES

Where donations are for specific purposes as defined by the donors, the unspent amounts
are carried forward in the statement of financial position until the related expenditure
have been incurred.

LOTTERIES FUND BALANCE

2021 2020
HK$ HKS
Furniture and Equipment Replenishment and Minor
Works Block Grant Reserve (i) 1,128,798 959,773
IT projects and non-IT projects Social Welfare
Development Fund {phase Il) (ii}(a) - -
IT projects and non-IT projects Social Welfare
Development Fund (phase ill} (iiKb) 217,721 835,055
Wi-Fi project {iif) 49,478 107,100

1,395,997 1,901,928
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HARMONY HOUSE LIMITED
(G2 REMNST)

NOTES TO THE FINANCIAL STATEMENTS
31 MARCH 2021

18.  LOTTERIES FUND BALANCE - Continued

(i)

The amount represents the Block Grant allocations from the Social Welfare
Department for the use of furniture and equipment replenishment and minor

works.

Movement of the grant is as follows:

2021 2020

HK$ HK$
Balance as at 1 April 959,773 810,182
Block grant received during the year 169,000 149,000
Interest received 25 591
1,128,798 959,773
Balance as at 31 March 1,128,798 959,773

As at 31 March 2021, there is no capital commitment in respect of Minor Works

(2020: Nil).
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HARMONY HOUSE LIMITED
(a2 FH M2 3))

NOTES TO THE FINANCIAL STATEMENTS
31 MARCH 2021

LOTTERIES FUND BALANCE - Continued

{ii) The amount represents the Social Welfare Development Fund allocations from the
Social Welfare Department far the use of IT projects and non IT projects.

(a) Movement of the grant (phase ) is as follows:

2021 2020
HKS HK$
Balance as at 1 April - 343,039
Less: Clawback of unspent balance - (343,039)
Balance as at 31 March -
(b) Movement of the grant (phase lli) is as follows:
2021 2020
HKS$ HK$
Balance as at 1 April 835,055 604,302
Allocation received during the year - 267,250
Interest received 11 656
835,066 872,708
Less: Expenditure during the year:
Training and professional
development program (79,007) (37,653)
Service studies (380,000) -
IT Business System Upgrading (158,338)
Balance as at 31 March 217,721 835,055

As at 31 March 2021, there {s no capital commitment in respect of IT projects

and non IT projects (2020: Nil).
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HARMONY HOUSE LIMITED
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NOTES TO THE FINANCIAL STATEMENTS
31 MARCH 2021

LOTTERIES FUND BALANCE - Continued

(i) The amount represents the Lotteries Fund allocations from the Social Welfare

Department for the provision of Wi-Fi service under the Pilot Project.

Movement of the grant is as follows:

2021 2020
HK$ HK3$
Balance as at 1 April 107,100 -
Allocation received during the year 39,600 107,100
Interest received 2 -
146,702 107,100
Less: Expenditure during the year:
Technical set-up and installation cost {90,034) -
Operating expenses {(7,190) -
Balance as at 31 March 49 478 107,100

As at 31 March 2021, there is no capital commitment in respect of Wi-Fi project

(2020: Nil).

DEFERRED INCOME FOR CAPITAL GRANTS

2021 2020
HKS HKS
At 1 April 298,350 468,280
Capital grant received 65,929 88,814
Recognised as income (240,104) (258,744)
At 31 March 124,175 298,350
CAPITAL COMMITMENTS
2021 2020
HKS HKS
Commitments for the acquisition of:
Motor Vehicle 1,094,084 -
1,094,084 -

CAPITAL

Capital represents cash contributed to the Company by The Hong Kong Council of Women

as initial working capital.
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HARMONY HOUSE LIMITED
(et FHMRAS)

NOTES TO THE FINANCIAL STATEMENTS
31 MARCH 2021

SPECIFIC FUNDS - Continued

Name Designated purpose
Community education fund Support community education programmes
Capital development fund Purchase of furniture/equipment and installation of

facilities at service units
Service development fund For service expansion of the agehcy

Building maintenance/ For maintenance and renovation of service units
renovation fund

Staff development fund For staff development and training, recognition of
staff performance and enhancement of staff
relationship

LUMP SUM GRANT RESERVE

The Best Practice Manual issued by the Social Welfare Department (“SWD”) which was
effective from 1 July 2014 requires the Company to, based on the actual circumstances
and its development strategies, decide on its own how the lump sum grant reserve be
utilised.

2021 2020
HKS HKS
At 1 April 2,164,236 2,260,527
Transferred to accumulated funds (note 24) (484,018) (96,291)
At 31 March 1,680,218 2,164,236

During the financial year, the fund was used to provide manpower and operational support
to the shelter, as and when needed. The Company plans to use the fund to enhance the
service delivery and strengthen the supervisory support at the shelter.

>
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NOTES TO THE FINANCIAL STATEMENTS
31 MARCH 2021

ACCUMULATED FUNDS

At 1 April 2019
Net surplus for the year
Transfer to lump sum grant reserve (note 23)

At 31 March 2020
Net deficit for the year
Transfer from lump sum grant reserve (note 23)

At 31 March 2021

HK$

286,228
(32,415)
96,291

350,104
(492,639)
484,018

341,483

SUMMARY OF FINANCIAL ASSETS AND LIABILITIES BY CATEGORY

The carrying amounts of each of the categories of financial instruments as at 31 March

2021 and 31 March 2020 are as follows;

2021 2020
HKS HKS
Financial assets
Financial assets measured at mortised cost:
- Utility deposits 310,055 204,522
- Other receivables 4,390,206 4,179,768
- Cash and bank balances 13,023,219 11,793,579
17,723,480 16,177,869
Financial liabilities
Financial liabilities measured at amortised cost:
- Accounts payable and accruals 299,986 278,044
- Amount payable to Social Welfare Department 38,214 121,218
- Lease ljabilities 547,450 253,080
- Staff provident fund balance 1,153,707 1,289,340
- Donations for specific purposes 5,692,233 5,783,819
- Cash advance from HKJC 3,207,022 2,303,588
- Cash advance from BOCHK 1,976,346 -
- Lotteries fund balance 1,395,997 1,901,928
14,310,955 11,931,017
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NOTES TO THE FINANCIAL STATEMENTS
31 MARCH 2021

FINANCIAL RISK MANAGEMENT

The Company is exposed through its operations to the following risks from its use of

financial instruments;
» Interest rate risk

- Liquidity risk

e Credit risk

The poticy of each of the above risks is described in more detail below;

(@)

(b

(c)

Interest rate risk

The Company is not exposed to material interest rate risk as it does not have
material interest bearing financial instrument at the end of reporting period.

Liquidity risk

The Company’s policy is to regularly monitor current and expected liquidity
requirements to ensure that it maintains sufficient reserves of cash to meet its
liquidity requirements in the short and longer term, In the opinion of the directors,
the Company does not have significant tiquidity risk exposure. The contractuat
maturities of all financial liabilities of HK$14,310,955 (2020: HKS$11,931,017) are
due in less than one year.

Credit risk

Credit risk refers to the risk that counterparty will default on its contractual
obligations resulting in financial loss to the Company. The Company is exposed to
credit risk from other receivables and bank balances,

The Company’s outstanding other receivable do not have a significant increase in
credit risk since initial recognition and risk of default is insignificant, therefore
the ECL for these financial assets were based on 12-months ECL. The Company
takes into account the historical credit loss experience, adjusted for
forwarding-looking factors and the economic environment, as appropriate, and
concludes that ECLs are insignificant.

The credit risk on liquid funds is limited because the counterparties are banks
with high credit rating assigned by international credit rating agencies.

APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue by the directors
on 24 September 2021.
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