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PREFACE

RIS

The Construction Industry Council (CIC) was formed on
1 February 2007 in accordance with the Construction Industry
Council Ordinance (Cap. 587). Thisreport is submitted by CIC to
the Secretary for Devel opment under section 27 of the CIC Ordinance
for reporting the activities for the financial year ending 31 December
2007 and presenting the statement of accounts and auditor’s report
for the same year.

In 2007, we accomplished the major task of preparing for
amalgamation with the former Construction Industry Training
Authority (CITA) in accordance with the CIC Ordinance. Through
the collaborative efforts of CIC and CITA, the amalgamation was
implemented successfully on 1 January 2008. The Construction
Industry Training Board (CITB) was formed under CIC upon
amalgamation to continue the training and trade testing functions of
CITA under the new name of “Construction Industry Council
Training Academy” (CICTA). Under the provisions of the CIC
Ordinance, the staff of CITA became the staff of CIC and continued
to serve on the same terms and conditions. We have pleasure in
reporting that CIC has been functioning smoothly since the
amalgamation.

We also formed committees under CIC in early 2007 to make a
start in pursuing improvement initiatives that aim to raise the
standards of the construction industry in the major subject areas of
construction site safety, environment and technology, manpower
training and development, procurement and subcontracting. The
committees are making steady progress. With the amalgamation
with CITA completed, we will devote more resources on this front
and build up tighter collaboration with the industry in the process of
taking forward the improvement initiatives.

Wewish to thank the CITA Chairman and Membersfor leading
CITA through the transition period and contributing towards the
smooth amalgamation.

Keith Kerr
Chairman
June 2008
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(I) INTRODUCTION
RETT

Formation of CIC

In April 2000, the Chief Executive appointed the Construction
Industry Review Committee (CIRC) chaired by the Honourable
Henry TANG to comprehensively review the current state of the
construction industry and to recommend improvement measures. The
CIRC completed this task and submitted areport entitled “ Construct
for Excellence” to the Chief Executive in January 2001. The Report
outlined improvement measures covering the whole spectrum of
construction activities to uplift the quality and cost-effectiveness of
theindustry.

One of the key observationsin the Report was that whilst being
amain pillar of our economy, the construction industry was highly
fragmented and beset with an adversarial culture which impeded long-
term development. It concluded that a statutory industry co-
ordinating body (ICB) encompassing all key sectors should be formed
to promote the culture of self-regulation in a market-driven
environment.

The Provisional Construction Industry Co-ordination Board
(PCICB) was formed in September 2001 to make aquick start on the
implementation of CIRC recommendations and to pave way for the
early formation of the statutory ICB. Sinceits establishment, PCICB
had forged ahead with the implementation of CIRC recommendations
in close partnership with key stakeholders.

To achieve the objective of setting up an ICB, the CIC Bill was
introduced into the Legisative Council in February 2004 and was
enacted as the CIC Ordinance on 24 May 2006. A commencement
notice was published in the Gazette on 1 December 2006 to form the
CIC on 1 February 2007 and went through negative vetting by the
Legislative Council on 3 January 2007.

Functions

The main functions of the Council are to forge consensus on
long-term strategic issues, convey industry needs and aspirations to
Government, as well as provide a communication channel for
Government to solicit advice on all construction-related matters. In
order to propagate improvements across the entire industry, CIC is
empowered to formulate codes of conduct, administer registration
and rating schemes, steer forward research and manpower
development, facilitate adoption of construction standards, promote
good practices and compile performance indicators.
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The statutory functions of CIC under the CIC Ordinance are at
Annex A.

Composition

CIC was made up of aChairman and 24 Members representing
various sectors of the industry including employers, professionals,
academics, contractors, workers, independent persons and
Government officials. They were appointed by the former Secretary
for the Environment, Transport and Works in accordance with the
provisions of the CIC Ordinance to serve for one year starting on 1
February 2007. The membership asat 31 December 2007 isat Annex
B.

Amalgamation with the former
Construction Industry Training Authority (CITA)

In order to give effect to CIRC’s vision of CIC guiding the
operation of the former CITA and pooling of industry levies, the
CIC Ordinance has made provisions for the amalgamation of CIC
and CITA whereby CITA would be dissolved and its rights, assets,
liabilities and obligations would be vested in CIC when the
amalgamation took effect. Theexisting functionsof CITA inrelation
to training and trade testing would then be transferred to a new
committee named as the Construction Industry Training Board
(CITB) to be formed under CIC while the levy collection functions
of CITA would be taken over directly by the CIC. CIC and CITA
amalgamated on 1 January 2008.

Committees

CIC established the following committeesin early 2007 to deal
with housekeeping matters and pursue initiatives for improving the
local construction industry -

- Committee on Administration and Finance;

- Committee on Construction Site Safety;

- Committee on Environment and Technology;

- Committee on Manpower Training and Devel opment;
- Committee on Procurement; and

- Committee on Subcontracting.

The terms of reference of these Committees and their
membership as at 31 December 2007 are at Annex C.
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In addition to CIC Members who signed up for the Committees,
industry stakeholders also served on the Committees as co-opted
members to contribute on matters relevant to their knowledge and
expertise. Representatives of concerned government bureaux and
departments attended Committee meetingsto input from Government
angle.

M eetings

CIC held seven meetingsin 2007. The early meetings focused
on housekeeping issues in particular the formation of Committeesto
take forward improvement initiatives. The focus then shifted to the
preparation for amalgamation with CITA. CIC also started the
recruitment of staff for the permanent CIC Secretariat including the
Executive Director.

The Committeesheld atotal of 23 meetingsin 2007. Inaddition
to routine administration and financial matters, the Committee on
Administration and Finance also advised CIC onthe key issuesrelated
to the amalgamation of CIC and CITA including the appointments
to CITB and the Objections Committee, taking over of assets from
CITA and publicity arrangements. The other five Committees
focused on pursuing the improvement initiatives within their ambits.
The Committees submitted reports to CIC to report on their
discussions. The Committees also prepared discussion papers to
seek CIC’s endorsement of their deliverables or guidance on major
issues.

Staff

The Development Bureau (DEVB) has been providing
secretarial support to CIC sinceitsformation in February 2007 (and
before that to the PCICB). AsCIC isan independent statutory body,
we have started to recruit suitable staff to take over the secretarial
duties. The recruitment of the Executive Director commenced in
March 2007 and was still in progress at the end of 2007. The
recruitment of the staff for providing council services started in
December 2007. It was anticipated that the recruitment exercise
would be completed in due course to facilitate taking over of
secretarial duties within 2008.
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(I) REPORT OF ACTIVITIES
SEEIFRS

In 2007, CIC focused on the preparatory work for amalgamation
with CITA on 1 January 2008 and also made a start on pursuing
improvment initiatives in the key subject areas of construction site
safety, environment and technology, manpower training and
development, procurement and subcontracting. The progress
achieved on these tasks is reported in the ensuing paragraphs.

Amalgamation with CITA

In order to give effect to CIRC’s vision of CIC guiding the
operation of CITA and pooling of industry levies, the CIC Ordinance
has made provisions for the amalgamation of CIC and CITA. To
facilitate a smooth transition, the amal gamation was not effected
immediately upon the formation of CIC. Given the substantial
preparation required for the exercise, CIC and CITA agreed in early
2007 to implement the amalgamation on 1 January 2008.

A work plan covering the following key areas was worked out
by CIC and CITA -

- taking over of CITA’sassets and liabilities by CIC;
- transfer of levy collection from CITA to CIC;

- formation of the Objections Committee to determine
objections against levy assessment;

- formation of CITB;

- ancillary changes resulting from change of name from CITA
to CIC/CITB as appropriate;

- communication with CITA staff on the amalgamation; and

- publicity for advising industry stakeholders and the public
of the amalgamation.

With the timely completion of the preparations, the
amalgamation was implemented smoothly on 1 January 2008. Upon
amalgamation, CITB wasformed under CIC and continuesto oversee
the provision of training and trade testing services under the new
name of “Construction Industry Council Training Academy”
(CICTA). Levy collection was taken over by CIC on the same date.
Under the provisions of the CIC Ordinance, the existing staff of CITA
became the staff of CIC and continued to serve on the same terms
and conditions. CIC has been functioning smoothly since the
amalgamation.
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Construction Site Safety

Inview of the increasing proportion of site accidents associated
with repair and maintenance (R& M) works, the Committee on
Construction Site Safety conducted an exhaustive examination of
their causes and identified improvement measures which were being
taken forward in collaboration with relevant industry stakeholders.
A Task Force was also established by the Committee for seeking co-
operation with property management companies in enhancing the
safety of R&M works.

In addition, five Task Forceswere established by the Committee
to develop guidelines on a series of topics, including safety of tower
crane operation, safety measures for working in hot weather, safety
measuresfor site vehicles and mobile plant, permanent safety features
to be incorporated in new buildings for enhancing safety of R& M
works and raising safety standards through shaping the behaviour of
construction personnel. Thefirst three sets of guidelineswere nearing
completion by the end of 2007 and would be ready for publication
by early 2008.

Environment and Technology

The Committee on Environment and Technology started the
discussions on the development of construction standards,
construction research and development (R& D) and the promotion
of green buildings.

On construction standards, two Task Forces were formed by
the Committee to conduct an overall review on the construction
standards used for buildings and infrastructures in Hong Kong,
identify the problems and issues associated with various types of
standards, recommend solutions and identify CIC’s role in their
implementation. The Task Forces aimed to complete their
deliberations within 2008.

On construction R& D, the Committee would co-ordinate and
promoteit through collating the research requirements of theindustry
and identifying suitable organisations to undertake the related
research. The Committee would also co-ordinate the conversion of
the deliverables of research projects into practical references (such
as guidelines, specifications and codes of practice) that could be used
readily by industry stakeholders.
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Manpower Training and Development

The Committee on Manpower Training and Devel opment was
focusing on various manpower studies so as to help CIC formulate
strategies for developing quality manpower resources to meet the
present and future demand of construction projects. In thisregard,
DEVB commissioned a consultancy study in August 2007 to
formulate a strategy for development of local professional resources.
To complement this study, the Committee was planning to
commission a consultancy to review both the short-term and long-
term manpower demand and supply situation for construction workers
and technicians.

Procurement

The Committee on Procurement was taking stock of the
procurement approaches used locally and in other economieswith a
view to developing guidelines for promoting good procurement
practices. The Committee deliberated on the innovative procurement
approaches adopted in the casino and resort projectsin Macau, the
design and build approach adopted by the Architectural Services
Department for government building contracts as well asthe design,
build and operate approach adopted by the Environmental Protection
Department for delivering and operating waste management facilities.
It would continue to deliberate on other procurement approaches.

Subcontracting

The Committee on Subcontracting was deliberating on the
development of the Voluntary Subcontractor Registration Scheme
(VSRS). Thefirst stage of the VSRS was launched in November
2003 to introduce a Primary Register with accommodating entry
requirements. The Scheme secured wide support by the industry
with about 3 000 subcontractors registered at the end of 2007.
Building on the success of the first stage, the Committee aimed to
launch the second stage of the Scheme to introduce more stringent
entry requirements and the grading of subcontractors based on their
capability thus strengthening the effectiveness of the Scheme in
raising the quality of subcontractors. The Committee has worked
out the programme for the second stage and plans to consult the
industry on the implementation proposal in early 2009.
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Futur e Outlook

With the amalgamation of CIC and CITA smoothly
accomplished on 1 January 2008, CIC will devote more resources
on pursuing initiatives for improving the construction industry while
continuing the work of CITA in providing quality training and trade
testing services for the industry.
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(111) INDEPENDENT AUDITOR’S REPORT

B i% e RS

TO THE MEMBERS OF

CONSTRUCTION INDUSTRY COUNCIL (THE "COUNCIL")

(Established under the Construction Industry Council Ordinance, Hong Kong
Special Administrative Region)

We have audited the financial statements of Construction
Industry Council (the “Council”) set out on pages 12 to 22, which
comprisethe balance sheet asat 31st December, 2007, and theincome
and expenditure statement, statement of changes in equity and cash
flow statement for the period from 1st February, 2007 (date of
establishment) to 31st December, 2007, and asummary of significant
accounting policies and other explanatory notes.

THE COUNCIL’S RESPONSIBILITY FOR THE
FINANCIAL STATEMENTS

The Council isresponsible for the preparation and the true and
fair presentation of these financial statements in accordance with
Hong Kong Financia Reporting Standards issued by the Hong Kong
Institute of Certified Public Accountants and the Construction
Industry Council Ordinance. Thisresponsibility includes designing,
implementing and maintaining internal control relevant to the
preparation and the true and fair presentation of financia statements
that are free from material misstatement, whether due to fraud or
error; selecting and applying appropriate accounting policies; and
making accounting estimates that are reasonabl e in the circumstances.

AUDITOR’SRESPONSIBILITY

Our responsibility is to express an opinion on these financial
statements based on our audit, and to report our opinion solely to
you, as abody, in accordance with section 26(2) of the Construction
Industry Council Ordinance, and for no other purpose. We do not
assume responsibility towards or accept liability to any other person
for the contents of thisreport. We conducted our audit in accordance
with Hong Kong Standards on Auditing issued by the Hong Kong
Institute of Certified Public Accountants. Those standards require
that we comply with ethical requirements and plan and perform the
audit to obtain reasonable assurance as to whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or
error. 1n making thoserisk assessments, the auditor considersinternal
control relevant to the Council’s preparation and true and fair
presentation of the financial statements in order to design audit
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procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Council’s
internal control. An audit also includes eval uating the appropriateness
of accounting policies used and the reasonableness of accounting
estimates made by the Council, as well as evaluating the overall
presentation of the financia statements.

Webdlievethat the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, thefinancial statementsgiveatrueand fair view
of the state of the Council’ s affairs as at 31st December, 2007 and of
its deficit and cash flows for the period from 1st February, 2007
(date of establishment) to 31st December, 2007 in accordance with
Hong Kong Financial Reporting Standards and have been properly
prepared in accordance with the Construction Industry Council
Ordinance.

Tony Kwok Tung Ng & Co
Certified Public Accountants
Hong Kong

20th June 2008
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(IV)FINANCIAL STATEMENTS
AlisHRTe

INCOME AND EXPENDITURE STATEMENT 3 =5
PERIOD FROM 1ST FEBRUARY, 2007 H20074281H (BT BEA) =
(DATE OF ESTABLISHMENT) 2007512431 H1EHARS

TO 31ST DECEMBER, 2007

Note HK$
BEE BT
REVENUE It A
Bank interest $717 ) & 96,699
EXPENDITURE 37 H!
Advertising J# 5% 192,688
Auditors' remuneration and disbursements 9,000
AT < R B P S H
General expenses — %37 H 51,102
Legal and professional fees 493,760
REYS e i
Staff costs & T.Hi =% 7 1,463,360
(2,209,910)
DEFICIT FOR THE PERIOD I jg548 (2,113,211)
STATEMENT OF CHANGESIN EQUITY REfasEE) A
PERIOD FROM 1ST FEBRUARY, 2007 200752818 (B HER) &
(DATE OF ESTABLISHMENT) TO 2007412831 H1EHARS

31ST DECEMBER, 2007

Accumulated deficit

REtEie
HKS$ &t
Deficit for the period and at 31.12.2007 A E5E & 74 2007 12 A 31 H (2,113,211)

The notes on pages 15 to 22 form part of these financia statements.
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BALANCE SHEET
31ST DECEMBER, 2007

NON-CURRENT ASSETS FF: i #) & &
Fixed assets - Plant and equipment
[ B i — WA Pk p
CURRENT ASSETS it & s
Prepayments T8 {2k
Other receivables HftfJfE ek
Cash and cash equivalents ¥ 4 & ¥ 45 % (@9

&

Deduct #15 :
CURRENT LIABILITIES ¥ & &
Other payables H: i {3k

Amount due to the CITA
JEf R SEISR (IR ) 2K

NET CURRENT LIABILITIES Ji#) & (&4
NET LIABILITIES £ (£33

Representing & 5 2K i :
ACCUMULATED DEFICIT 2511

The financial statements on pages 12 to 22 were approved and
authorised for issue by the Construction Industry Council on 20 June
2008 and were signed on its behalf by:

Mr. Keith Kerr, JP
CHAIRMAN, CONSTRUCTION INDUSTRY COUNCIL

Mr Billy W. H. Wong, JP
MEMBER, COMMITTEE ON ADMINISTRATION AND
FINANCE

B AR
1220075125318

Note HK$
FiEE A
9 1,037,221
39,624
10 3,188
11 4,826,557
4,869,369
12 819,801
13 7,200,000
8,019,801
(3,150,432)
(2,113,211)
(2,113,211)
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CASH FLOW STATEMENT BEmaR

PERIOD FROM 1ST FEBRUARY, 2007 20072 A1 H(RKIZHER) £
(DATE OF ESTABLISHMENT) TO 31ST DECEMBER, 2007 2007512431 H1EHARS
Note HK$
BitzE #EIT
CASH FLOWS FROM OPERATING ACTIVITIES A8% B > i 4 i &
Deficit for the period &5 18 (2,113,211)
Adjustments for 7% :
Interest income FI| LI A (96,699)
Operating deficit before working capital changes
S S B R (2,209,910)
Increase in prepayments T8 (< 534 1 (39,624)
Increase in other payables H il JE {54 0 819,801
Net cash used in operating activities (1,429,733)

G B B 1t B =
CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of plant and equipment [ 1 1% 7 1 (1,037,221)
Interest received 2 &, 93,511
Net cash used in investing activities 1 & % & it F A HT G iFE (943,710)
CASH FLOWSFROM FINANCING ACTIVITIES =777~
RS R

Advances from the CITA 3 J5 178 325k _ _ _ 1,200,000 _
NET INCREASE IN CASH AND CASH EQUIVALENTSAND AT END OF PERIOD

FHAS IR 3R B R B < S (B T g T 2 4,826,557

ANALY SIS OF BALANCES OF CASH AND CASH EQUIVALENTS

B MR S AT SR AT

Cash at bank 770 #RATII B8 11 1,826,557
Non-pledged bank deposits with original

maturity of less than three months when acquired
REAE A R EH R TR AT E K 11 3,000,000

4,826,557

The notes on pages 15 to 22 form part of these financial statements.
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NOTESTO THE FINANCIAL STATEMENTS
31ST DECEMBER, 2007

GENERAL INFORMATION

The Construction Industry Council (the “Council’) was
established as a statutory body on 1st February, 2007 in Hong
Kong under the Construction Industry Council Ordinance. The
Council is a non-profit making organisation and acts as an
industry co-ordinating body and its principal functions are to
forge consensus on long-term strategic issues, convey the
industry’s needs and aspirations to Government, as well as
provide a communication channel for Government to solicit
adviceon al construction-rel ated matters. In order to propagate
improvements across the entire industry, the Council is
empowered to formulate codes of conduct, administer
registration and rating schemes, steer forward research and
manpower development, provide and co-ordinate training
courses, facilitate adoption of construction standards, promote
good practices and compile performance indicators and make
recommendations with respect to the rate of the levy.

The Construction Industry Council Ordinance was enacted
by the Legislative Council on 23rd May, 2006 and partially
cameinto operation on 1st February, 2007. Upon full enactment
of thewholelegidation from 1st January, 2008, the Construction
Industry Training Authority (the “CITA”) was dissolved and
subsumed under the Council as a committee named as the
Construction Industry Training Board. Moreover, from 1st
January, 2008, the construction levies would be used to support
the daily operations of the Council as well as other activities
that will benefit the construction industry at large.

The registered office of the Council is located at Rooms
2001-03, 20/F., Alliance Building, 130-136 Connaught Road
Central, Hong Kong.

These financial statements cover the Council individually
and are presented in Hong Kong dollars (HK$), which is also
the functional currency of the Council, unless otherwise stated.

ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS

The Hong Kong Institute of Certified Public Accountants
(“HKICPA™) has issued certain new and revised Hong Kong
Financial Reporting Standards (HKFRSs) and interpretations
that are first effective for the current accounting period of the
Council.
Impact of issued but not yet effective HKFRSs

The Council has not applied the following new and revised
HKFRSs that have been issued but are not yet effective:
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HKAS 1 (Revised)
Presentation of Financial Statements #

The Council isin the process of making an assessment of
the impact of this revised standard in the period of initial
application. So far it has concluded that the adoption of this
standard isunlikely to have asignificant impact on the Council’s
results of operations and financial position.

# Effective for accounting periods beginning on or after 1st
January, 2009.

BASIS OF PREPARATION OF FINANCIAL STATEMENTS

The financial statements have been prepared on a going
concern basisbecause dl rights, assets, liabilitiesand obligations
of the CITA areto be vested in the Council asfrom 1st January,
2008.

PRINCIPAL ACCOUNTING POLICIES

The financial statements have been prepared under the
historical cost convention and in accordance with HKFRSs and
accounting principles generally accepted in Hong Kong. The
principal accounting policies adopted are set out below. These
policies have been consistently applied to all the period
presented, unless otherwise stated.

(a) Fixed assets— Plant and equipment

Plant and equipment are stated at cost less aggregate
depreciation and any accumulated impairment losses. The cost
of plant and equipment comprises its purchase price and any
directly attributable costs of bringing the asset to its present
working condition and location for itsintended use. Expenditure
incurred after the plant and equipment have been put into
operation, such as repairs and maintenance, isnormally charged
to theincome and expenditure statement in the period in which
itisincurred. Insituationswhereit can be clearly demonstrated
that the expenditure has resulted in an increase in the future
economic benefits expected to be obtained from the use of the
plant and equipment, the expenditure is capitalised as an
additional cost of that asset.

Depreciation is calculated to write off the cost of plant
and equipment on astraight line basisover their estimated useful
lives. The principal annual rates used for this purpose are:

Furniture and office equipment 10%

L easehold improvement 20%

The assets' residual values, useful lives and depreciation

method are reviewed, and adjusted if appropriate, at each
balance sheet date.
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An item of plant and equipment is derecognised upon
disposal or when no future economic benefits are expected from
itsuse. The gain or loss on disposal or retirement of an asset
recognised in theincome and expenditure statement in the period
the asset derecognised, is the difference between the net sales
proceeds and the carrying amount of the relevant asset.

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

(b) Impairment of assets

At each balance sheet date, the Council reviews the
carrying amounts of its tangible assets to determine whether
there is any indication that those assets have suffered an
impairment loss. If any such indication exists, the recoverable
amount of the asset is estimated in order to determine the extent
of the impairment loss.

Recoverable amount is the higher of fair value less costs
tosell and valuein use. In assessing valuein use, the estimated
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.

If the recoverable amount of an asset is estimated to be
less than its carrying amount, the carrying amount of the asset
is reduced to its recoverable amount. Animpairment lossis
recognised as an expense immediately unless the relevant asset
iscarried at arevalued amount under another standard, in which
case the impairment loss is treated as a revaluation decrease
under that standard.

Where an impairment loss subsequently reverses, the
carrying amount of the asset isincreased to the revised estimate
of its recoverable amount, but so 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 periods. A reversal of animpairment lossis
recognised asincome immediately unless the relevant asset is
carried at arevalued amount under another standard, in which
casethereversal of theimpairment lossistreated asarevauation
increase under that standard.

(c) Other receivables

Other receivables areinitially recognised at fair value and
thereafter stated at amortised cost less impairment |osses for
bad and doubtful debts, except where the receivablesareinterest-
free loans made to related parties without any fixed repayment
terms or the effect of discounting would be immaterial. Insuch
cases, the receivables are stated at cost less impairment losses
for bad and doubtful debts.

Impairment losses for bad and doubtful debts are measured
as the difference between the carrying amount of the financial
asset and the estimated future cash flows, discounted where the
effect of discounting is material.
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(d) Other payables

Other payables are initially recognised at fair value and
theresfter stated at amortised cost unlessthe effect of discounting
would be immaterial, in which case they are stated at cost.

(e) Employee benefits

0]

(i)

Retirement benefits scheme

The Council operates a defined contribution
Mandatory Provident Fund retirement benefits
scheme (the “Scheme”) under the Mandatory
Provident Fund Schemes Ordinance for those
employees who are eligible to participate in the
Scheme. Contributions are made based on a
percentage of the employees’ basic salaries and are
charged to the income and expenditure statement as
they become payable in accordance with the rules of
the Scheme. The assets of the Scheme are held
separately from those of the Council in an
independently administered fund. The Council’s
employer contributions vest fully with the employees
when contributed into the Scheme, except for the
Council’ s employer voluntary contributions, which
are refunded to the Council when employee |eaves
employment prior to the contributions vesting fully,
in accordance with the rules of the Scheme.

Paid leave carried forward

The Council provides paid annual leave to its
employees under their employment contracts on a
financial year basis. Under certain circumstances,
such leave which remains untaken as at the balance
sheet date is permitted to be carried forward and
utilised by the respective employeesin the following
year. An accrual is made at the balance sheet date for
the expected future cost of such paid |eave earned
during the period and prior periods by the employees
and carried forward.

(f) Revenuerecognition

Revenue is measured at the fair value of the consideration
received or receivable and is recognised when it is probable
that the economic benefits will flow to the Council and when
the revenue can be measured reliably, on the following basis:

Interest, on atime proportion basis.
(g) Cash and cash equivalents

Cash and cash equival ents comprise cash at bank, demand
deposits with banks and short term, highly liquid investments
that are readily convertible into known amounts of cash and
which are subject to an insignificant risk of changesin value,
having been within three months of maturity at acquisition.
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FINANCIAL INSTRUMENTS AND FINANCIAL RISK
MANAGEMENT

The Council’ s activities are exposed to the following risk:
(a) Liquidity risk

As at 31st December, 2007, the current liabilities of the
Council exceeded its current assets by HK$3,150,432. The
Council is not exposed to liquidity risks as the amount due to
CITA will be offset with the assets of CITA which are to be
vested in the Council as from 1st January, 2008.

The following table details the remaining contractual
maturities at the balance sheet date of the Council’s non-
derivative financial liabilities, which are based on contractual
undiscounted cash flows and the earliest date the Council can
be required to pay.

Carrying amount

Ko B ZH AR 52 (B B A B K o HL TR i A2
=AEH BN 56 v TR Eh % e

ERt TR EMBEREEE

AN WSS U R i iU
(a) mB)E S

FA20074-12 H31 H » g il &
{5 85 i ) A A HH 3.1 50,432 8850 o HH
fFEE I Rk & LUENI R R G W E E (R
200841 H1 Higm A ar) 08y » Aeis
278 B E < o

R EREEY A EAT AR S B A
BH Y M AR A A EIHA S 2 RS - HTh

Total contractual

undiscounted Within 1 year
cash flow or on demand
BHFERE 1R
RERSHE REERER
HK$ HK$
BT ABTT
819,801 819,801
7,200,000 7,200,000

IREE
HK$
BT
Other payables 819,801
A i A 5K
Amount dueto the CITA 7,200,000
JEAST N R K
8,019,801

8,019,801 8,019,801

(b) Sensitivity analysis
The Council is not exposed to market risk at the balance
sheet date and thus no sensitivity analysis has been determined.

(c) Fair value

All financial instruments were carried at amounts not
materially different from their fair values at 31st December,
2007.

CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY

Judgements and estimates are continually evaluated and
are based on historical experience and other factors, including
expectations of future eventsthat are believed to be reasonable
under the circumstances.

Thereisno significant risk of key assumptions concerning
the future and other key sources of estimation at the balance
sheet date which will cause an adjustment to carrying amounts
of assets and liabilities within the next financial year.
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There are no significant effects on amounts recognised in
thefinancia statementsarising from the judgement or estimates
used by the Council.

STAFF COSTS

Retirement benefits contribution for defined contribution plan
Py I LT BUAE HH AR R R 5

Staff salaries and other staff costs
BLFH<e R HAM B TP

TAXATION

No provision for Hong Kong profits tax has been madein
the financial statements asthe Council is exempted from Hong
Kong profits tax under the Inland Revenue Ordinance.

FIXED ASSETS — PLANT AND EQUIPMENT

S [ T M £ (R T s G R SR g A L

bz

AT P 5 B A B i e T S
ESS AN G N REE S PN

HK$ &I
23,009

1,440,261

1,463,360

BTR*

1A

MRIECBL B B B) - ATt & JEER Je A fd
T HERIASTL - DRI B 55 3 2 v Sz SR i A
SRR A -

Furniture and Leasehold
office equipment improvement Total
KEAWAER HEYRRE 5

HK$ HK$ HK$

BT AT BT
Cost
5%
Additions and at 31.12.2007 300,941 736,280 1,037,221
wE Mk2007412H31 == ===== == ====-=-=  =—====--=-=
Net book value
V= T v

At 31.12.2007 300,941

JA20074E12H31 H

736,280 1,037,221

No depreciation has been provided for the period as the furniture, office equipment and leasehold improvement have not

been put into use at the balance sheet date.
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10.

11.

12.

13.

14.

OTHER RECEIVABLES 10. EfthfEIER

HK$
BT
Interest receivables JiE 15 Fl & 3,188
The Council estimates that the carrying amounts of other receivables approximate their fair values.
Sk v SRt MR 7 PR T L B L N SR
CASH AND CASH EQUIVALENTS 1. IREFREEEY
HK$
BT
Cash at bank 77/ $R47 1 Hi < 1,826,557
Bank deposits 17 & HA#7#K 3,000,000

4,826,557

Cash at bank earns interest at floating rates based on daily bank deposit rates. The effective interest rate on bank
deposits, which are made for the period of one month, is 2.81%. The carrying amounts of cash at bank and bank deposits
approximate their fair values.

AR SRAT U B AR B SRAT 5 H APk R IR B AR o — (8 H @I Z SRITARER - HEIRE R 3 %2.81% © IR
SRAT B <5 Mo SRAT X 1 A 39K 11 JU T B L 2 S B AR

OTHER PAYABLES 12. ERFEFTRR
HK$
BT
Other payables H b5k 819,801
Other payables principally comprise amounts outstanding for ongoing costs.
A AT 5K T AR SRV A R AR o
The Council estimates that the carrying amounts of other payables approximate their fair values.
S iy w37 PR T A B A S AH S o
AMOUNT DUE TO THE CITA 9. EIREE- HaE AR
The amount due to the CITA is unsecured, interest free x
and will be off-set with the assets of CITA which are to be 13. BEfIRHIRER
vested in the Council as from 1st January, 2008. JEAT S AN Fog 3K 2 SIS ~ G - A
SR B B A HREY o 73 LB 2E SR 2008 4F
I 51 HEE IR AR o
CAPITAL MANAGEMENT

The Council has no share capital and its capital comprises 14, BASIE
only the reserves stated on the balance sheet. The Council ' o
manages capital by regularly monitoring its current and expected AR A EA > T 'ﬁ AHH FE

liquidity requirements and is not subject to either internally or AFERPTIIRI G - AREE 5“%?%“%
externally imposed capital requirements. FLHAT R TEIH B Gt 8 8 <2 1Y) T B 2R A L
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15.

16.

POST BALANCE SHEET EVENTS

Subsequent to 31st December, 2007, the Council will
amalgamate with the CITA. By virtue of section 72(1) of the
Construction Industry Council Ordinance, all rights, assets,
liabilities and obligations of the CITA areto be vested in the
Council asfrom 1st January, 2008.

APPROVAL OF FINANCIAL STATEMENTS

The financial statements set out on pages 12 to 22 were
approved and authorised for issue by the Council on 20th June
2008.

15.

16.
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ANNEX A - FUNCTIONS OF CIC

BN+ A - BiSRASHREGEE

Under Section 5 of the CIC Ordinance, the functions of the Council
are -

1. to advise and make recommendations to the Government on
strategic matters, major policies and legislative proposals, that
may affect or are connected with the construction industry, and
on matters of concern to the construction industry;

2. toreflect to the Government the construction industry’ s needs
and aspirations;

3. toelevate the quality and competitiveness of the construction
industry by promoting the ongoing development and
improvement of the industry;

4. touphold professionalism and integrity within the construction
industry by promoting self-regulation, formulating codes of
conduct and enforcing such codes;

5. to improve the performance of persons connected with the
construction industry through establishing or administering
registration schemes or rating schemes;

6. toadvance the skills of personnel in the construction industry
through planning, promotion, supervision, provision or
coordination of training courses or programmes;

7. to encourage research activities and the use of innovative
techniques and to establish or promote the establishment of
standards for the construction industry;

8. topromote good practicesin the construction industry in relation
to dispute resolution, environmental protection, multi-layer
subcontracting, occupational safety and health, procurement
methods, project management and supervision, sustainable
construction and other areas conducive to improving
construction quality;

9. to enhance the cohesiveness of the construction industry by
promoting harmonious labour relations and the observance of
statutory requirements relating to employment, and by
facilitating communication among various sectors of the
industry;

10. to serve asaresource centre for the sharing of knowledge and
experience within the construction industry;

11. to assess improvements made by the construction industry
through the compilation of performance indicators;

12. to make recommendations with respect to the rate of the levy
imposed under this Ordinance;
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6.

9.

11.
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13. to perform any other functions relevant to the construction
industry, including those functions conferred or imposed on it
by or under this Ordinance or any other enactment.

Under Section 6 of the CIC Ordinance, the supplementary functions
of CIC are-

1. toprovidetraining courses for the construction industry;

2. to establish and maintain industrial training centres for the
construction industry;

3. toassist, including by the provision of financia assistance, in
the placement of persons who have completed training courses
provided for the construction industry;

4.  to assessthe standards of skills achieved by any person in any
kind of work involving or in connection with the construction
industry, to conduct examinations and tests, to issue or award
certificates of attendance or competence, and to establish the
standards to be achieved in respect of any such work;

5. where it is appointed under the Construction Workers
Registration Ordinance (Cap. 583) as the Registrar of
Construction Workers under that Ordinance, to perform the
functions conferred or imposed on the Registrar by or under
that Ordinance or any other enactment.
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ANNEX B - MEMBERSHIP OF CIC (AT 31 DECEMBER 2007)
INTF B - BBERENE @=z007F128318)

(Term of appointment : 1 February 2007 to 31 January 2008) (EEH © 200742 H1 HZE 200841 A31 H)
Chairman T

Mr Keith Kerr (GBS i

Members RE

Mr Russell Black AL E SR A

Mr James Blake R (EE T

Mr Francis Bong Shu-ying JRE Al S S A

Dr Andrew Chan Ka-ching PRSI+

Ms Teresa Cheng Y euk-wah PO B2

Mr Cheung Tat-tong RS

Mr James Chiu AR A S AR

Mr Choi Chun-wa St

Mr Michael Green K B AR AR

Mr Thomas Ho On-sing (EE-e e

Prof Ko Jan-ming e B HH 2

Ir Edgar Kwan Chi-ping BEG SE LARAil

Mr Thomas Kwok Ping-kwong SR Se A

Mr Lam Wo-hei MRFEL S A

Mr Peter Lee Kai-kwong RS AR

Mr Lee Shing-see ZEAR s

Mr Poon Man-hon* WSS

Mr Tse Chun-yuen AR YRS A

Mr Wan Koon-sun T Se A

Mr Conrad Wong Tin-cheung WERFES AR

Mr Billy Wong Wing-hoo B BRI

Permanent Secretary for Development (Works) PR R M R (L)
Permanent Secretary for Transport and Housing (Housing) Mg N B R R A M S RE R
Director of Buildings RETEER

*Resigned with effect from 1 October 2007. *JA2007 910 A1 HBHE ©
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ANNEX C - MEMBERSHIP AND TERMS OF
REFERENCE OF THE COMMITTEES

(AT 31 DECEMBER 2007)
ﬁ%@ﬁﬁ%ﬁﬂiﬁﬁﬁﬁ (#Z2007F128318)

i1+ C -

Committee on Administration and Finance

Chairman
Mr Keith Kerr

Members

CIC Members
Mr James Chiu
Mr Billy Wong
Permanent Secretary for Development (Works)

Government’ s Representatives
Miss Janet Wong - Development Bureau
Mr Jack Chan - Development Bureau

Terms of Reference

TREMBEES
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R SR

1.  Toadvise CIC on staff matters, including recruitment, salary 1. SR NS E (EREHERS ~ SN R 5 At Il 55
and other conditions of service. feefts) s E PR A AL o

2. Toadvise CIC on general administration matters, including 2. FR—RATECER R (ELE A M T R ) 1)
accommodation and facilities. MEE R AtE A o
3. To co-ordinate and prepare annual estimates of income and 3. WUEANEERT A PR ST A M iR R - At

e E Al e
4. Torecommend appropriate investments of surplus funds. A0 TR A AR R S R RS
5. Toadvise CIC on other financial matters. 5. FREAMIM BRI s s AR A o

expenditure and programme of activities for approval of CIC.
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Committee on Construction Site Safety

Chairman
Mr Thomas Kwok

Members

CIC Members
Mr James Blake
Mr Choi Chun-wa
Mr Thomas Ho
Ir Edgar Kwan
Prof Ko Jan-ming
Mr Wan Koon-sun
Director of Buildings

Co-opted Members

Mr C K Tsang - The Hong Kong Federation of Electrical and

Mechanical Contractors

Mr Ng Kwok-kwan - Hong Kong Construction Industry

Employees’ General Union
Mr Anthony Chan - Hong Kong Construction Association

Mr Chan Dick-sang, Philip - Hong Kong Institute of Architects

Mr Pang Long - Construction Site Workers General Union

Mr William Siu - Hong Kong Bar-Bending Contractors

Association

Mr Y uKoon-ching - Hong Kong Safety Supervisors Association
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Mr Charles Wong - Construction Industry Training Authority
Mr Tang Wah-Shing - Occupational Safety and Health Council
Mr Dominic Lam - Hong Kong Federation of Insurers

Mr Lau Chi-keung - Real Estate Developers Association of
Hong Kong

Prof Francis Wong - Hong Kong Polytechnic University
Ms Ada Fung - Housing Department

Government’ s Representatives

Dr Alex Li - Development Bureau

Mr SH Tso - Labour Department

Mr SM Leung - Buildings Department

Mr Ros Lam - Office of the Commissioner of Insurance
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Terms of Reference

1

To review and monitor site safety performance of the
construction industry.

To identify and recommend measures for improving safety
performanceto CIC.

To promote adoption of the improvement measures by the
industry.
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Committee on Environment and Technology

Chairman
Mr Conrad Wong

Members

CIC Members

Dr Andrew Chan

Mr Cheung Tat-tong
Prof Ko Jan-ming

Mr Lam Wo-hei

Mr Peter Lee
Director of Buildings

Co-opted Members

Mr P H Ho - Hong Kong Federation of Electrical and
Mechanical Contractors

Mr Pang Long - Construction Site Workers General Union
Mr Ng Shiu-ming - Association of Plastering Sub-contractors
Mr Derek Zen - Hong Kong Construction Association

Mr Ken Cheung - Housing Department

Government’ s Representatives

Mr Y C Chan - Development Bureau
Mr Anthony Fok - Environmental Protection Department

Terms of Reference

1

To make recommendations on improving the environmental
friendliness of buildings and infrastructuresincluding measures
for enhancing energy efficiency, improving indoor
environmental quality and minimising loading on the
environment.

To recommend good practices for improving the environmental
performance of construction contracts including measures for
abating environmental nuisances and reducing waste generation.

To co-ordinate and promote construction research and
development and facilitate practical application of research
results by the construction industry.

To advise on the strategy for development of construction
standards.

To develop systems for assessing the performance of the
construction industry.
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Committee on Manpower Training and Development

Chairman

Mr Billy Wong

Members

CIC Members

Mr Francis Bong

Mr Choi Chun-wa

Mr Peter Lee

Mr Tse Chun-yuen

Mr Wan Koon-sun

Permanent Secretary for Development (Works)

Co-opted Members

Mr Paul Chong - The Hong Kong Federation of Electrical and
Mechanical Contractors

Mr Chow Luen Kiu - Hong Kong Construction Industry
Employees’ General Union

Mr Choi Wun Hing, Donald - The Hong Kong Institute of
Architects

Mr Joseph Tsieh - Hong Kong Marble & Granite Merchants
Association

Mr Fan Yiu Cheung - Union of Hong Kong Electrical
Engineering Assistants

Mr Stephen Lee - Hong Kong Construction Association

Mr Jmmy Tse - Hong Kong Construction Association

Mr Ng Koon Kwan - Construction Site Workers General Union

Government’ s Representatives

Miss Janet Wong - Development Bureau
Mr Jack Chan - Development Bureau
Mr David Tong - Development Bureau
Mr C K Au - Buildings Department

Terms of Reference

1

To advise on matters arising from the amal gamation between
CICand CITA.

To advise on manpower planning and development for
construction personnel at professional, supervisory and
craftsman levels.

To foster an ethical culture.
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Committee on Procur ement

Chairman
Mr Russell Black

Members

CIC Members
Mr James Blake
Mr Francis Bong
Dr Andrew Chan
Ms Teresa Cheng
Mr Cheung Tat-tong
Mr James Chiu
Mr Michael Green
Mr Thomas Ho
Mr Lam Wo-hei
MrSSlLee
Mr Conrad Wong
Mr Billy Wong
Permanent Secretary for Transport and Housing (Housing)

Co-opted Members

Mr C K Lau - Hong Kong Federation of Electrical and
Mechanical Contractors

Mr Cheung Lung-hing - Construction Site Workers General
Union

Mr Hugh Wu - Macao Studio City

Mr Chan Nap-ming - Housing Department

Mr lan Cocking - Minter Ellison Lawyers

Mr Colin Jesse - Evans and Pecks (HK) Ltd.

Prof Mohan Kumaraswamy - University of Hong Kong
Ms Margaret Coates - CLP Power Hong Kong Ltd.

Government’ s Representatives
MrY C Chan - Development Bureau

Terms of Reference

To examine current practices on procurement in relation to
project planning, tendering, contract administration and site
supervision and recommend good practices to improve the
quality and cost effectiveness in delivery of construction
contracts.
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Committee on Subcontracting TR AZEH

Chairman XE
MrSSlLee ARG E
Members 7=
CIC Members A
Mr Russell Black AL E S AR
Ms Teresa Cheng VA3 S Ik 2
Mr Cheung Tat-tong IR EE S S
Mr James Chiu A S A
Mr Choi Chun-wa A A
Mr Michael Green SN S S
Ir Edgar Kwan i E S AR i
Mr Tse Chun-yuen AR IR S A
Mr Wan Koon-sun ek 5 T S A
Mr Conrad Wong wRAE S A
Permanent Secretary for Transport and Housing (Housing) g M R R R EREERE (FR)
Co-opted Members WA
Mr Paul Chong - The Hong Kong Federation of Electrical and HEERZI e — AR AR R
Mechanical Contractors
Mr Lai Chi-hung - Hong Kong Construction Industry RS — AR EUS SR
Employees’ General Union
Mr Hui Man-bock, Bernard - The Hong Kong Institute of FECE e — R SR A AR
Architects
Mr Cheung Tak-hing - Construction Site Workers General IR B S AR — S S MR IR T A
Union
Mr Lawrence Ng - Hong Kong Marble and Granite Merchants T iEsed — HHESE LR
Association
Mr Yau Hung-yuen - Association of Electrical Contractors el sed: — BRI R
Mr Law Wai-tai - Hsin Chong Construction Co. Ltd. AL S — BT B RCE IR A H]
Mr C S So - Henderson Land Development Co. Ltd. AR R SE A — TEILJK R AE G R A H]
Mr Joseph Ng - Hong Kong General Building Contractors D figs e A — T AR S S R e
Association
Mr Andy Ip - Contractor’s Authorised Signatory Association TER R e A — AR R I S AT
Mr Lam Siu-tong - Buildings Department R BES A — R
Ms Sonia Y ung - Housing Department HFER Lt — FEE
Government’ s Representatives B
Mr David Tong - Development Bureau B — BRI

Mr SH Tso - Labour Department B AR Se A — 55 TR
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Terms of Reference

1

To operate and develop the Voluntary Subcontractor
Registration Scheme (VSRS).

To raise the professional standard of subcontractors through
providing training courses and other value-added services under
the VSRS and coordinating the training organised by other
organisations.

To examine current arrangementsfor selection and management
of subcontractors and recommend improvements.

To promote use of written subcontracts.
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