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Hong Kong Arts Development Council 
 

Year Grant Auditing Guidelines 
 

1 Introduction 
 
1.1 The Hong Kong Arts Development Council (HKADC) primarily serves as an 

advisory body to the Hong Kong Government on the promotion and development 
of the arts in Hong Kong. Subvented by the Government, HKADC is responsible 
for allocating grants for the execution of arts projects. 

   
1.2 The One-year Grant Scheme was established in 1999. Its purpose is to support the 

operational and production needs of outstanding professional art organisations (in 
various art forms) for a longer duration of time, and to enable them to fully develop 
their potential.  In 2009, HKADC started providing support of longer term to 
meritorious existing One-year Grantees of HKADC through the Two-year Grant. 
In 2013, HKADC started providing the Three-year Grant to existing Two-year 
Grantees that have achieved outstanding performance, with an aim to allowing these 
meritorious organisations to continue through with a sustained focus on their artistic 
endeavors and long-term planning. 
 

1.3 To increase the flexibility of the grant scheme and to reduce the administrative work 
of the arts organisations, the "One-year/ Two-year/ Three-year Grant" and "Multi-
Project Grant" are officially combined in 2017/18. Two parts of the "One-year/ 
Two-year/ Three-year Grant" are available for application by arts organisations. 
The first part is "Operational Expenses Grant", the scope of which includes general 
and administrative expenses as well as annual projects during the year. The second 
part, "Extra Activities Grant", covers additional individual activities. Starting from 
2019/20, in view of the increasing level of maturity of arts organisations, the 
HKADC has further revised its current grant scheme to cease accepting applications 
for the Two-year Grant and integrated "One-year Grant" and "Three-year Grant" 
into “Year Grant”. 

 
1.4 The scope of the “Year Grant” includes: 
 

i. Operational Expenses Grant: 
General administrative expenses –  

Remuneration of employees (including wages, MPF and other 
allowances and benefits), overall marketing and promotional expenses 
for arts organisations, capital expenditure (such as equipment and 
furniture etc.), other administrative expenses (such as postage and 
stationery, water and electricity charges and sundry expenses, etc.) 

 



2 
 
 

In relation to specific activities of the year –  
Remuneration of contract personnel for the project, project production 
costs, project administrative expenses, other project expenses 

 
ii. Extra Activities Grant 

Remuneration of contract personnel for the project, project production costs, 
project administrative expenses, other project expenses 

 
1.5 To safeguard that the grants are properly utilised for the purpose of arts 

development, the Grantee is required to establish itself with artistic creations and 
good governance. Besides establishing, maintaining and improving its management 
structure and system, the Grantee is also required to submit (within 6 months after 
the end of each Grant Year) its audited financial statement for the Grant Year 
audited by independent Hong Kong registered practicing accountant appointed by 
the Grantee. 

 
2 Grant Year and Financial Year for Audited Accounts for Year Grant 
 
2.1 The "Year Grant" scheme comprises “One-year Grant” and “Three-year Grant”. 
  
 For a Three-year Grant, the first 12 months within the three-year Grant Period is 

the First Grant Year; the next 12 months after the First Grant Year is the Second 
Grant Year; and the last 12 months is the Third Grant Year.  All Three-year 
Grantees must submit the audited financial statement for the First, Second and Third 
Grant Year.  The audited financial statement for the First Grant Year should be 
submitted within 6 months after the end of the First Grant Year; the audited 
financial statement for the Second Grant Year should be submitted within 6 months 
after the end of the Second Grant Year; the audited financial statement for the Third 
Grant Year should be submitted within 6 months after the end of the Three-year 
Grant Period. One-year Grants operate under the same principle.  

 
2.2 A Grantee that has received "Extra Activities Grant" for a particular grant year is 

required to submit the accounts for both the "Operational Expenses Grant" and 
"Extra Activities Grant" within the audited financial statement for the same grant 
year. 
 

2.3 As the audited financial statement must reflect how HKADC’s grant is utilised in 
the Grant Year, the Grantee is obliged to submit to HKADC the audited financial 
statement according to this Auditing Guideline in case its financial year or 
accounting policy is different from the requirement set out in this guideline. 
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2.4 The responsibility rests with the Grantee to provide all necessary information to the 
independent Registered Practising Accountant to enable the latter to carry out 
auditing work. Should a delay in the submission of the audited financial statement 
be due to the failure of the Grantee in furnishing any required piece of information, 
the Grantee shall bear the responsibility for the delay and be subject to HKADC’s 
“Freeze Policy” and terms related to the late submission of audited financial 
statement stipulated in the agreement. The Grantee must submit the valid 
expenditure accounts in relation to the “Year Grant” which have been audited by 
the auditor before utilizing the Grant. Otherwise, the HKADC may exercise its 
absolute discretion to demand the return by the Grantee of the grant in relation to 
the “Year Grant” which have been utilized but have not been audited by the auditors. 

 
3 Books and Accounts 
 
3.1 The Year Grant Grantee must maintain a complete and systematic set of accounts 

for its financial activities including all expenditures and incomes relating to its 
operation and projects (including annual projects and additional projects if 
applicable) for the entire grant year, and be able to provide the details of latest 
balance of each item on its accounts for inspection by the auditor. HKADC reserves 
the right to request details of the Income and Expenditure Accounts for reference. 
 

3.2 In accordance with clause 2.1, the Grantee must submit its audited financial 
statement (which include the Directors’ Report, the Auditors’ Report, the Statement 
of Income and Expenditure, and the Statement of Financial Position) within 6 
months after the end of the First, the Second and the Third Grant Year (if applicable) 
respectively. The audited accounts must accurately reflect the full set of books and 
the details of the Grantee’s accounts for the Grant Year, including all income and 
expenditure relating to its (i) administration and operation; and (ii) all projects 
including annual projects and additional projects (if applicable) whether or not they 
are supported by HKADC. 

 
3.3 Financial statements and reports submitted to the HKADC must be compiled in 

accordance with the generally accepted accounting principles of Hong Kong for 
most industries; and the latest accounting standards issued by the Hong Kong 
Institute of Certified Public Accountants. In general, the accounts are compiled on 
accrual basis. 
 

3.4 For understanding the use of grant and the income and expenditure of all activities 
including annual projects and additional projects (if applicable) supported by 
HKADC for the grant year, HKADC requires the audited financial statement to list 
separately for each of the aforementioned projects, the detailed income and 
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expenditures, the corresponding general and administrative expenses under the 
"Operational Expenses Grant" and the “Extra Activities Grant” and the detailed 
grant amounts supported by the Year Grant for reference by HKADC and the auditor. 
Please refer to Annex 1 for report sample. 

 
3.5 For HKADC to have a better understanding of the Grantee's income details, the 

Grantee should report separately the income from HKADC, income from other 
governmental departments or other income sources, sponsorships, donations and 
fees etc. in the financial statement. 

 
3.6 HKADC encourages the Grantee to solicit income from other corporate subvention, 

commercial sponsorship and private donation in order to implement its project(s) 
and achieve the goals; and therefore allows the grantee to retain cash donation and 
cash sponsorship from all non-government sources on condition that the grantee 
shall disclose these incomes separately in the audit report for reference by the 
HKADC. In addition to the generally accepted accounting principles of Hong Kong 
and the latest accounting standards issued by the Hong Kong Institute of Certified 
Public Accountants, the auditor shall check that the incomes fulfils the following 
criteria so that these can be accounted for as cash donation or cash sponsorship: 

 
i. donation or sponsorship in cash (instead of in-kind) from private or 

commercial (i.e. non-government) sources; 
ii. cash sponsorship can include income from advertisement, income from 

title sponsorship of projects/activities, income from sponsorship which is 
unconditional in which the grantee receives sponsorship with no 
obligation to render any saleable services (such as large number of tickets) 
or goods (such as commemorative items or books open for sales). 

 
3.7 All monthly bank statements, time deposit vouchers, receipts and document proof 

of income and expenditures must be retained for inspection by the registered 
practising accountant. 

 
3.8 Information provided by the Grantee to the Registered Practising Accountant 

includes: 
 
i. A list of its board of directors and its movement during the 

corresponding Grant Period; 
ii. All documents related to the Year Grant, including the application 

submitted to HKADC, the signed Agreement made between HKADC 
and the Grantee, the approval letter and grant conditions issued by 
HKADC, other correspondences, minutes of board meetings, and 
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Guidelines issued by HKADC including this Guideline; 
iii. Records, books and accounts of the Grantee for the Grant Year within 

the Year Grant Period;  
iv. Invoices, receipts, document proof of payment, monthly bank 

statements, employment contracts and terms within the Year Grant 
Period; 

v. All internal control policies and guidelines of the Grantee; and 
vi. The Grantees must fulfill all reasonable requests made by the Registered 

Practising Accountant. 
 

3.9 To facilitate preparation of the audited financial statement, the Grantee is required 
to: 

 
i. Keep record of and file all documents (such as receipts, bills, vouchers 

and invoices) and receipts related to the Year Grant; 
ii. Categorise all documents, records and receipts (e.g. bank statements, 

receipts, payment slips, expenditure records, etc.); 
iii. All documents and receipts are to be filed chronologically, with its 

expenses type (e.g. travel, printing, stationery, etc.) marked on the 
invoice or demand notes issued by the goods and services providers; 

iv. Should the Grantee engage any artist, person or any organisation to 
provide services and they are not part of its staffing establishment 
(whether or not they are engaged on a contract, temporary or part-time 
basis) during the year grant period, the Grantee must retain such 
individual's personnel records, such organisations' contracts, 
organisational information and relevant records, and receipts of their 
fees or salary payslips; 

v. Should the Grantee engage any person or any organization, related to 
him or her, bearing relatives relationship with members of the Grantee’s 
Board members, advisors or staff (whether or not the service-providing 
person or organisation is engaged on a contract, temporary or part-time 
basis) during the year grant period, the Grantee must furnish proof that 
prior declaration has been made to HKADC and its Board and that their 
prior approval is obtained, in addition to the requirements in clause (iv) 
above; this clause (v) is not applicable to recognised Charitable 
Institutions or Trusts of a Public Character recognized under Section 88 
of the Inland Revenue Ordinance. Members of its governing body (e.g. 
directors, trustees, etc) are prohibited from receiving remuneration in 
any circumstance); and 

vi. To prepare the draft income and expenditure statement and balance sheet 
of the organisation and project(s). 
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3.10 The accounts submitted by the Grantee must comprehensively present its operation 

and the income and expenditure of its projects and activities. It must also affirm that 
the Grant has been utilised for purposes approved by HKADC and in accordance 
with the Grant conditions. The Grantee should contact the Registered Practising 
Accountant should there be any queries regarding the preparation of its accounts, 
and contact HKADC should there be any queries regarding the Grant. 

 
4       Audited Financial Statement  

 
4.1 Please refer to Annex 2 for requirements of Audited Financial Statement.  
 
[In case of any discrepancy between the Chinese and English versions of this guideline, the 
Chinese version prevails.] 
 
 
July 2019 



「Year Grant」Income and Expenditure Account Sample Report Annex 1

XXX Limited

Income and Expenditure Account For the period from 1 July 20XX (Commencement of Projects) to 30 June 20XX (Completion of the Projects)

Actual Budget Variance Actual Budget Variance Actual Budget Variance Actual Budget Variance

Income
        HKADC – Year Grant         222,500         222,500                    -         300,000         300,000                    -         200,000         200,000                    -         450,000         450,000                    -                    -      1,172,500 
        Other HKADC Grant                    -                    -                    -                    -                    -                    -                    -                    -                    -                    -                    -                    -           15,000           15,000 
        Box Office                    -                    -                    -           40,000           50,000         (10,000)           20,000           25,000           (5,000)           40,000           50,000         (10,000)         400,000         500,000 
        Sales Income                    -                    -                    -                    -                    -  -                    -                    -                    -                    -                    -                    -             5,000             5,000 
        Donation & Sponsorship                    -                    -                    -             8,000           10,000           (2,000)                    -                    -                    -             8,000           10,000           (2,000)           20,000           36,000 
        Others                    -                    -                    -                    -                    -                    -                    -                    -                    -                    -                    -                    -           80,000           80,000 

        222,500         222,500                    -         348,000         360,000         (12,000)         220,000         225,000           (5,000)         498,000         510,000         (12,000)         520,000      1,808,500 
Expenditure
        Staff's monthly salary, Mandatory Provident Fund 
        and other benefits         122,000         120,000             2,000                    -                    -                    -                    -                    -                    -                    -                    -                    -         120,000         242,000 

        General Administrative Expenses           30,500           28,000             2,500                    -                    -                    -                    -                    -                    -                    -                    -                    -           28,000           58,500 
        Marketing and  Promotion           45,000           45,000                    -                    -                    -                    -                    -                    -                    -                    -                    -                    -           25,000           70,000 
        Rent / Office                    -                    -                    -                    -                    -                    -                    -                    -                    -                    -                    -                    -         240,000         240,000 
        Others                    -             4,500           (4,500)                    -                    -                    -                    -                    -                    -                    -                    -                    -                    -                    - 
   Project Contract Staff Remuneration
        Artistic Director                    -                    -                    -           70,000           64,900             5,100           50,000           65,700         (15,700)           90,000         100,000         (10,000)           50,000         260,000 
        Artist fees                    -                    -                    -           65,000           70,000           (5,000)           26,000           28,000           (2,000)           50,000           55,000           (5,000)                    -         141,000 
        Production Manager                    -                    -                    -           50,000           52,000           (2,000)           24,500           25,000              (500)           40,000           38,000             2,000                    -         114,500 
        Stage Crew                    -                    -                    -           32,000           33,800           (1,800)           11,500           10,800                700           45,000           50,000           (5,000)                    -           88,500 
        Administrative Staff                    -                    -                    -           35,000           35,000                    -                    -                    -                    -           36,000           36,000                    -                    -           71,000 
   Production Expenses
        Set production and set-up                    -                    -                    -           34,000           35,500           (1,500)           12,800           10,000             2,800           50,000           45,000             5,000           50,000         146,800 
        Venue charges                    -                    -                    -           19,000           23,000           (4,000)           22,000           20,000             2,000           48,000           45,000             3,000                    -           89,000 
        Transportation             3,000             7,000           (4,000)             5,000             7,000           (2,000)             7,000           10,000           (3,000)           27,000           29,000           (2,000)             5,000           47,000 
   Administrative Expenses
        Travelling             4,000             4,000                    -             5,000             5,500              (500)             4,000             5,500           (1,500)           15,000           17,000           (2,000)             5,500           33,500 
        Insurance             5,000             5,000                    -           11,500           12,000              (500)             6,250             5,000             1,250           17,750           20,000           (2,250)             5,000           45,500 
        Promotion           10,000             8,000             2,000           22,000           20,000             2,000           18,000           18,000                    -           60,000           60,000                    -           15,000         125,000 
   Other Expenses
        Miscellaneous                800             1,000              (200)                800             1,500              (700)             1,300             2,000              (700)                900             1,000              (100)           12,500           16,300 

        220,300         222,500           (2,200)         349,300         360,200         (10,900)         183,350         200,000         (16,650)         479,650         496,000         (16,350)         556,000      1,788,600 

Surplus (Deficit)             2,200                    -             2,200           (1,300)              (200)           (1,100)           36,650           25,000           11,650           18,350           14,000             4,350         (36,000)           19,900 

[Prefix] AAA, Chairman [Prefix] BBB, Director
XXX Limited XXX Limited
Hong Kong, [Date]

(Remarks: This sample report is for reference only, the project income and expenditure items have to be listed out by taking reference to the grant budget approved by HKADC.)
            

Actual Actual

 

We hereby confirmed that the above income and expenditure are recognized or incurred solely for the project within the project period and in accordance with the Agreement and Approved Budget.

1.7.20XX - 30.6.20XX XX.XX.20XX - XX.XX.20XX XX.XX.20XX - XX.XX.20XX XX.XX.20XX - XX.XX.20XX

Supported by HKADC Year Grant

Operational Expenses Grant -                                                     
General Administrative Expenses

Operational Expenses Grant -  
Specific Activity A

Operational Expenses Grant -                  
Specific Activity B Extra Activities Grant

Total
Other Items 
(Excluding 

Year Grant)
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Audited Financial Statement  
 
1 After auditing the Grantee's books and accounts, the Registered Practising 

Accountant is required to report on the following items in the audited financial 
statement: 
 

i. The procedures, standards and methodology adopted in auditing the books 
and accounts; 

ii. Check whether the grantee takes reference to the Best Practice Checklist 
issued by the ICAC in devising and executing its policies and procedural 
guidelines related to finance, procurement of goods and services, and 
human resources; 

iii. Any irregularity detected during the audit; 
iv. Related Parties Transactions involving individuals associated with the 

Grantee, its Directors and its employees; 
v. Set out and explain the expenses items associated with the grant conditions 

as stated in the grant's approval letter and contract; 
vi. Comment and give recommendation for improvement on the reliability of 

the financial statements; and the accounting system and internal control 
system of the grantee; 

vii. Other professional advices. 
 

2 The Registered Practising Accountant must audit the Grantee’s records, books and 
accounts in accordance with the latest auditing standards1 issued by the Hong Kong 
Institute of Certified Public Accountants. The Registered Practising Accountant is 
required to affirm at the audited report that the Grantees’ books and accounts give a 
comprehensive view of the company’s financial situation of the Grant Year; and to 
report any irregularities detected during the audit especially pertaining to 
requirements listed in clause 3.4 to clause 3.7. 
 

3 Other Information Associated with the Audited Accounts 
 
3.1 Internal control is fundamental to sound and prudent financial management.  

HKADC encourages each Grantee to establish the appropriate internal control 
measures corresponding to its nature, size, and services provided.  If the appointed 
Registered Practising Accountant submitted a Management Letter* regarding the 
Grantee's internal control system and procedures, the Grantee should submit to 
HKADC the Management Letter at the same time with the audited financial 
statement for reference. 

                                                 
1 HKADC recommends the Hong Kong Standard on Assurance Engagements 3000 (Revised) for audit of the 
grantees.  However, auditors can apply other Standards on condition that the audit report fulfills all requirements 
stipulated in this guideline. 
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*Management Letter may cover the following areas: 

i. Income and Receipts 
ii. Custody of Cash, Cheques and other valuables 

iii. Bank Account and Cheques 
iv. Petty Cash 
v. Payments 

vi. Income and Expenditure of Projects 
vii. Fixed Assets 

viii. Accounting Records and Financial Report 
ix. Procurement  
x. Recruitment and Employment 

xi. Declaration of Interest and Related Party Transaction  
 

3.2 To strengthen accountability for the usage of government funds, if required, 
HKADC may appoint its auditors to issue a Management Letter to a Grantee.  
Grantees shall allow and assist the auditors appointed by the HKADC to examine 
all of the financial accounts, as well as the management and control procedures of 
the Grantees, and act upon any financial management and control recommendations 
which HKADC or its auditors may give. 
 

3.3 To achieve the above objectives, Grantees shall allow HKADC, its appointed 
auditors or its representatives to audit, examine, inquire into and have unhindered 
access to various types of records and accounts of the Grantees, and to explain to 
HKADC, its appointed auditors, or its representatives any matters relating to the 
collection, payment or custody of government fundings. 

 
[In case of any discrepancy between the Chinese and English versions of this guideline, the 
Chinese version prevails.] 
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