
(Latest version: February 2026) This version superseded all prior versions. 

The Recycling Fund 
 Notes for Auditors on Financial Statements Audit of  

Funded Enterprises (“FEs”) / Funded Organizations (“FOs”) 
 

Pursuant to the agreement made between the Government of the Hong Kong 
Special Administrative Region (“Government”) and the FEs (applicable to the 
Enterprise Support Programme (“ESP”) or the Enterprise Support Programme – 
Solicitation Theme on Projects from New and Start-up Enterprises (“SUP”)) / FOs 
(applicable to the Industry Support Programme (“ISP”) or Industry Support 
Programme – Solicitation Theme on Supporting Residential Buildings in Adopting 
Smart Bins Technology in Food Waste Collection and Recycling (“RSB”)) 
(collectively named as the “Grantees”) (the “Project Agreement”) in respect of each 
funded project and/or the “Guide to Application for the Recycling Fund” (“Guide to 
Application”), the Grantees are required to submit Audited Accounts1 of each funded 
project to the Programme Secretariat of the Recycling Fund (the “Secretariat”) 
according to a stipulated timeframe.  The requirement to submit Audited Accounts is 
to assure the Government that:  
 
(a) the project funds were fully and properly applied to the project for which they 

were paid, and received and expended in accordance with the approved project 
proposal and budget annexed to the Project Agreement; and 
 

(b) the Grantees complied with the funding terms and conditions in the administration, 
management and usage of the Recycling Fund (ESP / SUP / ISP / RSB) project.  

 
These notes aim to provide a guidance for Auditors of Grantees in conducting 
reasonable assurance engagements and in preparing Audited Accounts for each 
Recycling Fund (ESP / SUP / ISP / RSB) project.  
 

                                                      
1 The Audited Accounts (includes the progress or final report of the project) should comprise of 
Statement of Income and Expenditure, Detailed Statement of Income and Expenditure, Statement of 
Financial Position, Notes to the Financial Statements and Auditors’ Report.  The Audited Accounts 
mean accounts of the project which have been reported on by Auditors under a reasonable assurance 
engagement conducted in accordance with Hong Kong Standard on Assurance Engagements 3000 
(Revised) “Assurance Engagements Other than Audits or Reviews of Historical Financial Information” 
issued by the Hong Kong Institute of Certified Public Accountants. 
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2. In conducting a reasonable assurance engagement, the Auditors should perform 
such procedures2 as they consider necessary in the circumstances and obtain all the 
information and explanations which they consider necessary in order to provide them 
with sufficient evidence to give their conclusion as to whether the Grantee has 
complied with, in all material respects, the requirements set by the Secretariat and/or 
Government (including the requirements to keep proper books and records, to comply 
with the procurement procedures and to prepare Audited Accounts of the project), and 
all the terms and conditions of Recycling Fund (ESP / SUP / ISP / RSB), as specified 
in the following documents: 
 
(a) the Project Agreement made between the Government and the Grantee in respect 

of the project and the appendices thereto (which includes the approved project 
proposal and budget);  
 

(b) the prevailing Guide to Application as at the date of submission of the application 
by the Grantee to the Secretariat; and  

 
(c) all instructions and correspondences issued by the Secretariat and/or Government 

to the Grantee in respect of the project.  
 
3.  The Auditors should comply with the Hong Kong Standard on Assurance 
Engagements 3000 (Revised) “Assurance Engagements Other than Audits or Reviews 
of Historical Financial Information” issued and updated from time to time by the 
Hong Kong Institute of Certified Public Accountants3.  The following information is 
required in an Auditors’ Report prepared by the Auditors to be submitted to the 
Secretariat – 

                                                      
2 The Auditors’ procedures would normally include:  
a) Performing tests of transactions and of the existence, ownership and valuation of assets and 
liabilities;  
b) Obtaining an understanding of the accounting systems and control in order to assess its adequacy as 
a basis for the preparation of the project accounts and to establish whether a proper and separate set of 
project books and records have been kept and maintained by the Grantee;  
c) Assessing significant estimates and judgements made by the Grantee in the preparation of the 
accounts, and whether the accounting policies have followed the requirements of Recycling Fund (ESP) 
/ (SUP) / (ISP) / RSB), consistently applied and adequately disclosed; and  
d) Evaluating the overall adequacy of the presentation of information in the accounts. 
 
3 The Hong Kong Institute of Certified Public Accountants would expect its members to apply those 
relevant and applicable Standards set out in Hong Kong Standards on Auditing when performing 
“Reasonable Assurance Engagements”.  
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(a) the Auditors should state whether, in their conclusion, the Grantee has complied 

with, in all material respects, the requirements set by the Secretariat and/or 
Government (including the requirements to keep proper books and records, to 
comply with the procurement procedures and to prepare Audited Accounts of the 
project), and all the terms and conditions of Recycling Fund (ESP / SUP / ISP / 
RSB), as specified in documents mentioned in paragraph 2 above4; 
 

(b) if the Auditors are of the opinion that there exists any material non-compliance as 
identified in paragraph 3(a) above, they should make full disclosure and quantify 
the effects of such non-compliance in the Auditors’ Report; and 
 

(c) if the Auditors are of the opinion that a proper and separate set of books and 
records have not been kept by the Grantee for the project, or the procurement 
procedures for goods and services for the purposes of the project set by Secretariat 
have not been followed, or the project accounts have not been properly prepared, 
or if the Auditors fail to obtain all the information and explanations which are 
necessary for the purpose of their reasonable assurance engagement, they should 
make appropriate qualifications in their Auditors’ Reports.  
 

4.  The Auditors should plan and conduct the reasonable assurance engagement to 
satisfy paragraphs 2 and 3 above.  In case of any ambiguity regarding the terms and 
conditions contained in the Project Agreement and rules and regulations governing 
Recycling Fund projects, Auditors should seek clarification from the Secretariat.  
Any unreasonable reservation or denial of conclusion, for example, comments about 
ambiguity of Recycling Fund guidelines or requirements, expressed by Auditors in the 
Auditors’ Report, will be returned to Grantees for rectification before re-submission. 
 
 
 
 
 
 
 
                                                      
4 In expressing the conclusion on the Audited Accounts on the project among other things, Auditors are 
required to report the FE’s / FO’s compliance with all the relevant provisions of the Guide to 
Application but are allowed to report the FE’s / FO’s compliance (keep proper and separate set of 
books of accounts and records of the project for a minimum of 7 years after completion of the project 
or termination of the Project Agreement) of the Guide to Application up to and including the project 
completion / termination date. 
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5.  The Auditors may come across during the course of their reasonable assurance 
engagements weaknesses/breakdown in internal control which is considered material. 
They should bring to the Grantee’s attention the details of such 
weaknesses/breakdown and provide the Grantee with their recommendations for 
improvement by setting them out in a letter to the Grantee.  A copy of such letter 
should be sent to the Secretariat for reference and action as appropriate.  
 
6.  Auditors are expected to follow the specimen Auditors’ Report as attached at the 
Annex.  
 
 

Secretariat  
Recycling Fund  
February 2026 
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ANNEX 
 

SPECIMEN AUDITORS’ REPORT ON 
THE AUDITED ACCOUNTS 

UNDER THE RECYCLING FUND – 
UNQUALIFIED CONCLUSION 

 
ABC LIMITED/ORGANISATION 
XYZ PROJECT UNDER RECYCLING FUND (the “Project”) 
RECYCYLING FUND – APPLICATION NUMBER 
FOR THE PERIOD FROM DD/MM/YYYY (COMMENCEMENT DATE) TO 
DD/MM/YYYY *[(REPORT PERIOD END DATE / COMPLETION DATE)] 
(Delete as appropriate)  
 
AUDITORS’ REPORT TO THE DIRECTORS OF ABC 
LIMITED/ORGANISATION  
 
Pursuant to the agreement made between the Government of the Hong Kong Special 
Administrative Region (“Government”) and ABC Limited/Organisation (“Project 
Agreement”) and the Guide to Application for the Recycling Fund (“Guide to 
Application”) in respect of the project funded by *[Enterprise Support Programme / 
Enterprise Support Programme – Solicitation Theme on Projects from New and 
Start-up Enterprises / Industry Support Programme / Industry Support Programme – 
Solicitation Theme on Supporting Residential Buildings in Adopting Smart Bins 
Technology in Food Waste Collection and Recycling] (Delete as appropriate) 
(“Recycling Fund *[(ESP) / (SUP) / (ISP) / (RSB)]”) (Delete as appropriate), we 
have performed a reasonable assurance engagement to report on whether ABC 
Limited/Organisation has complied with, in all material respects, the requirements set 
by the Programme Secretariat of the Recycling Fund (“Secretariat”) and/or 
Government (including the requirements to keep proper books and records, to comply 
with the procurement procedures and to prepare proper accounts of the Project for the 
period from DD/MM/YYYY (Commencement Date) to DD/MM/YYYY *[(Report 
Period End Date / Completion Date)] (Delete as appropriate) on pages …. to .... (the 
“Project Accounts”)), and all the terms and conditions of Recycling Fund *[(ESP) / 
(SUP) / (ISP) / (RSB)] (Delete as appropriate), as specified in the following 
documents:  
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(a) the Project Agreement *[and the change of request notification(s)] (Delete as 

appropriate) made between the Government and ABC Limited/Organisation in 
respect of the Project and the appendices thereto (which includes the approved 
project proposal and budget);  
 

(b) Guide to Application; and  
 
(c) all instructions and correspondences issued by the Secretariat and/or Government 

to ABC Limited/Organisation in respect of the Project.  
 
Respective responsibilities of ABC Limited/Organisation and auditors  
 
The Secretariat and/or Government require ABC Limited/Organisation to comply 
with the requirements set by them individually or collectively (including the 
requirements to keep proper books and records, to comply with the procurement 
procedures and to prepare proper Project Accounts), and all the terms and conditions 
of Recycling Fund *[(ESP) / (SUP) / (ISP) / (RSB)] (Delete as appropriate), as 
specified in the documents mentioned in the above paragraph.  
 
It is our responsibility to form an independent conclusion, based on our reasonable 
assurance engagement, and to report our conclusion to you. 
 
Quality Control and Independence 
 
Our firm applies Hong Kong Standard on Quality Management 1, which requires our 
firm to design, implement and operate a system of quality management including 
polices or procedures regarding compliance with ethical requirements, professional 
standards and applicable legal and regulatory requirements. 
 
We have complied with the independence and other ethical requirements of the Code 
of Ethics for Professional Accountants issued by the Hong Kong Institute of Certified 
Public Accountants (“HKICPA”), which is founded on fundamental principles of 
integrity, objectivity, professional competence and due care, confidentiality and 
professional behaviour. 
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Basis of conclusion  
 
We conducted our reasonable assurance engagement in accordance with Hong Kong 
Standard on Assurance Engagements 3000 (Revised) “Assurance Engagements Other 
than Audits or Reviews of Historical Financial Information” issued by the HKICPA  
and the latest Notes for Auditors on Financial Statements Audit of *[Funded 
Enterprises / Funded Organizations] (Delete as appropriate) issued in February 2026 
by the Secretariat.  
 
Our reasonable assurance engagement includes examination, on a test basis, of 
evidence relevant to ABC Limited’s/Organisation’s compliance with the requirements 
set by the Secretariat and/or Government (including the requirements to keep proper 
books and records, to comply with the procurement procedures and to prepare proper 
Project Accounts), and all the terms and conditions of Recycling Fund *[(ESP) / (SUP) 
/ (ISP) / (RSB)] (Delete as appropriate), as specified in the documents mentioned in 
the above first paragraph. It also includes an assessment of the significant estimates 
and judgements made by ABC Limited/Organisation in the preparation of the Project 
Accounts, and of whether the accounting policies have followed the requirements of 
Recycling Fund *[(ESP) / (SUP) / (ISP) / (RSB)] (Delete as appropriate), consistently 
applied and adequately disclosed.  
 
We planned and performed our reasonable assurance engagement so as to obtain all 
the information and explanations which we considered necessary in order to provide 
us with sufficient evidence to give our conclusion as to whether ABC 
Limited/Organisation has complied with, in all material respects, the requirements set 
by the Secretariat and/or Government (including the requirements to keep proper 
books and records, to comply with the procurement procedures and to prepare proper 
Project Accounts), and all the terms and conditions of Recycling Fund *[(ESP) / (SUP) 
/ (ISP) / (RSB)] (Delete as appropriate), as specified in the documents mentioned in 
the above first paragraph. In forming our conclusion, we also evaluated the overall 
adequacy of the presentation of information in the Project Accounts. We believe that 
our reasonable assurance engagement provides a reasonable basis for our conclusion.  
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Conclusion  
 
Based on the foregoing, in our opinion, ABC Limited/Organisation has complied with, 
in all material respects, the requirements set by the Secretariat and/or Government 
(including the requirements to keep proper books and records, to comply with the 
procurement procedures and to prepare proper Project Accounts), and all the terms and 
conditions of Recycling Fund *[(ESP) / (SUP) / (ISP) / (RSB)] (Delete as 
appropriate), as specified in the documents mentioned in the above first paragraph.  
 
Use of this report  
 
This report is intended for filing by ABC Limited/Organisation with the Secretariat 
and/or Government, and is not intended to be, and should not be, used by anyone 
except the above three parties for any other purposes.  
 
 
 
PQR & Co.  
Certified Public Accountants  
Hong Kong  
Date 



ABC Recycling Company Limited
Project DEF UNDER RECYCLING FUND
ESP-2526-39-499
STATEMENT OF FINANCIAL POSITION
AS AT 15/04/2025 (REPORT PERIOD END DATE)

Notes HK$

Current assets
Prepayments 3 50,000.00                 
Cash and cash equivalents 4 520,000.00               

570,000.00               
Current liabilities

Payables and accruals 5 210,000.00               
210,000.00               

Net assets 360,000.00               

Equity
Project reserve / accumulated surplus 360,000.00               

Total equity 360,000.00               

The accompanying notes form an integral part of these financial statements.

Approved and signed by the [Board of Directors / Sole Director] [Please Select] on [DD/MM/YYYY]

Illustrative Example of Financial Statements with ESP Scheme
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Please rounded to the nearest 2 decimal places for all 
figures shown in the Audited Financial Statements

Please provide "ALL" bank statements as at Report 
Period End Date / Completion Date, and bank 

reconciliation statements if there is any reconciled item 
between the bank account(s) and the financial records.

1) Except for Project reserve, please provide breakdown for "ALL" line items on this Statement of Financial 
Position, and disclose the details in the "Notes to the Financial Statements";

2) Please add / remove any line item(s), if thought fit.

(Name of the Director) (Name of the Director)

Please tally with Column B under Detailed 
Statement of Income and Expenditure

Please assure the name of Director(s) to be 
signing the AFS, being tallied with those on 

prevailing NAR1 or BRx of the Grantee



ABC Recycling Company Limited
Project DEF UNDER RECYCLING FUND
ESP-2526-39-499
DETAILED STATEMENT OF INCOME AND EXPENDITURE
FOR THE PERIOD FORM 16/04/2024 (COMMENCEMENT DATE) TO 15/04/2025 (REPORT PERIOD END DATE)

Agreed Budgeted Total Actual Unrecognisable Recognisable
 Total Income / Expenses Income / Expenses Income / Expenses

for the period from for the period from for the period from for the period from Difference
16/04/2024 to 16/04/2024 to 16/04/2024 to 16/04/2024 to

15/04/2028 15/04/2025 15/04/2025 15/04/2025

Notes HK$ HK$ HK$ HK$ HK$
(A) (B) (C) (D) = (B) - (C) (E) = (A) - (D)

Income
Funding from Recycling Fund 15,000,000.00              4,500,000.00                -                                4,500,000.00                10,500,000.00              
Contribution from Funded Enterprise / Organisation [Please Select] 15,000,000.00              4,500,000.00                -                                4,500,000.00                10,500,000.00              
Bank interest income -                                270,000.00                   -                                270,000.00                   (270,000.00)                  

Sub-total (I) 30,000,000.00              9,270,000.00                -                                9,270,000.00                20,730,000.00              

Expenditure
Staff cost

Recycling workers - basic salaries 19,200,000.00              4,800,000.00                -                                4,800,000.00                14,400,000.00              
Mandatory Provident Fund Contribution 960,000.00                   240,000.00                   -                                240,000.00                   720,000.00                   

20,160,000.00              5,040,000.00                -                                5,040,000.00                15,120,000.00              

Acquisition of equipment
Baler 6 2,000,000.00                1,050,000.00                50,000.00                     1,000,000.00                1,000,000.00                
Metal cages 6 1,000,000.00                1,100,000.00                100,000.00                   1,000,000.00                -                                

3,000,000.00                2,150,000.00                150,000.00                   2,000,000.00                1,000,000.00                

Other direct costs
Rental expenses 4,800,000.00                1,150,000.00                -                                1,150,000.00                3,650,000.00                
Promotional expenses 1,914,000.00                478,500.00                   -                                478,500.00                   1,435,500.00                
Uniform expenses 6 -                                50,000.00                     50,000.00                     -                                -                                
Financial audit fee 80,000.00                     20,000.00                     -                                20,000.00                     60,000.00                     
Financial audit - audit bank confirmation charge 6,000.00                       1,500.00                       -                                1,500.00                       4,500.00                       
Baseline quantity audit fee 20,000.00                     20,000.00                     -                                20,000.00                     -                                
Performance target quantity audit fee 20,000.00                     -                                -                                -                                20,000.00                     

6,840,000.00                1,720,000.00                50,000.00                     1,670,000.00                5,170,000.00                

Sub-total (II) 30,000,000.00              8,910,000.00                200,000.00                   8,710,000.00                21,290,000.00              

Total (I) - (II) -                                360,000.00                   (200,000.00)                  560,000.00                   (560,000.00)                  

The accompanying notes form an integral part of these financial statements.

Approved and signed by the [Board of Directors / Sole Director] [Please Select] on [DD/MM/YYYY]
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Column A covered the total budget over 4-
year project period

For any amount injected by the Grantee to the 
designated bank account of this Project, please 

recognize the amount as Contribution from Funded 
Enterprise / Orgnanisation

Please only recognized the Funding from Recycling 
Fund when the amount met the recognition criteria 
under accounting policy as at Report Period End 

Date

Please check if the MPF should be at 
5% of basic salaries

Please accrued the audit fee and audit bank 
confirmation charge, if applicable, for the 

corresponding reporting period

Illustrative Example of Financial Statements with ESP Scheme

(Name of the Director) (Name of the Director)

The Sub-total of Income and Expenses 
should be Zero

Please tally with Statement of Financial Position - 
Project reserve / accumulated surplus

Please align the breakdown and sequence 
with reference to approved application form 

and/or Change Request Notification(s) (if 
applicable)

There should be No "Negative figures" for 
expenditure items under Column E (i.e. the 

maximum recognisable expenses under Column D 
should be equaled to or less than the Agreed 

Budget under Column A)

Please tally all figures with Progress Report and/or 
Final Report up to report period end date

Please provide breakdown for "All" 
unrecognisable expenses in "Notes to the Financial 

Statements", with explanation (e.g. over-budget, 
non-compliance of procurement procedures, un-

budgeted items, etc.)



ABC Recycling Company Limited
Project DEF UNDER RECYCLING FUND
ESP-2526-39-499
NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD FORM 16/04/2024 (COMMENCEMENT DATE) TO 15/04/2025 (REPORT PERIOD END DATE)

1 General Information

2 Basis of Preparation and Summary of Significant Accounting Policies

(a) Basis of preparation

(b) Summary of significant accounting policies

3 Prepayments As at 15/04/2025
HK$

Prepaid rental expenses for the period from 16/04/2025 to 30/04/2025 50,000.00                

4 Cash and cash equivalents As at 15/04/2025
HK$

Bank balances
- ABC Bank - Saving Account Number: 099-888-7-666666-5 520,000.00              

5 Payables and accruals As at 15/04/2025
HK$

Accrued staff cost
- Recycling workers - basic salaries from 01/04/2025 to 15/04/2025 * 200,000.00              
- Mandatory Provident Fund Contribution from 01/04/2025 to 15/04/2025 * 10,000.00                

210,000.00              

6 Unrecognisable expenses From 16/04/2024 
To 15/04/2025

HK$
Acquisition of equipment
- Baler 50,000.00                
- Metal cages 100,000.00              

Other direct costs
- Uniform expenses 50,000.00                

200,000.00              
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Please add any other Note(s) with detailed breakdown and relevant period (i.e. from DD/MM/YYYY to DD/MM/YYYY), if applicable, that the Grantee and/or 
External Auditors considered necessary.

Reason for Unrecognition of expenses
(Over-budget)
(Non-compliance of procurement procedures)

(Un-budgeted item)

Please provide breakdown for "All" unrecognisable expenses 
in "Notes to the Financial Statements", with explanation (e.g. 
over-budget, non-compliance of procurement procedures, un-

budgeted items, etc.)

Please check if the accrued MPF should be at
 5% of accrued basic salaries

Please accrued the expenses up to the 
period end date

- The expenditures are recognised on an accrual basis.

Illustrative Example of Financial Statements with ESP Scheme

The audited financial statements have been prepared in accordance with the following documents:

- The Project Agreement and the change of request notification(s) made between the Government and the Company in respect of the Project and the appendices thereto (which 
includes the approved project proposal and budget);

- Guide to Application; and

- All instructions and correspondences issued by the Secretariat and/or Government to the Company in respects of the Project.

- Funding from Recycling Fund are recognized at their fair value where there is reasonable assurance that the grant will be received and all attaching conditions will be complied 
with.

- Contribution from Funded Enterprise is recognised when the amount was received.

- Bank interest income is recognised on a time proportion basis taking into account the principal outstanding and the interest applicable.

ABC Recycling Company Limited (the “Company”) is a company incorporated in Hong Kong and its registered office is located at Workshop XYZ, RST Industrial Building, 
No. 987 MNO Road, Kwai Chung, Hong Kong.  The Company was engaged in provision of recycling services during the year.

These audited financial statements represent the 12 months accounts of Project DEF under Recycling Fund is about the enhancement of the collection and recycling of waste 
paper, metals, plastics and waste electrical appliances for the period from 16 April 2024 (Commencement Date) to 15 April 2025 (Report Period End Date).

* The above payables and accruals amounted to HK$210,000.00 were fully settled by bank and cash by the Grantee on or before 02/05/2025.


