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Report by the Commissioner of Correctional Services of
Hong Kong Incorporated on the Administration of the

Correctional Services Department Welfare Fund
for the year ended 31 March 2013

Introduction

The Correctional Services Department Welfare Fund (hereafter known as‘the
Fund") was established under Section 24C to 24M ofthe Prisons Ordinance (Chapter 234)

2. Inaccordance wi也 Section 24G of the Ordinance，the Fund shall be
administered by the Commissioner of Correctional Services of Hong Kong Incbrporated ，and
as required by Prison Rule 264B，1 take pleasure to present to the President and Honourable
Members of the Legislative Council a copy of the signed and audited statement of accounts，
the Audit肘 's report and my report on the administration of the Fund for the ye訂 ended
31 孔1arch 2013.

3. The Fund was established with the purpose of offering financial assistance to
officers in ne呵， as well as providing and subsidizing recreational and welfare facilities for all
staff of the Department.The Fund consists of:-

(a) 組Ydo且ations made to the Fund;

(b) proceeds from the sale of souve且ITS and the disposal of other property held for
the purposes of the Fund;

(c) all money received 企om the letting of holiday premises ，or the hire of
recreational facilities ，held for the purposes of the Fund;

(d) all fees collected from social，educational and recreational activities organized
by or on behalf of the Commissioner for the purposes of the Fund;

(e) rrioney derived 企om the investment ofthe Fund;

的 money accruing as interest on loans made 企'Dm the Fund;

(g) gi食s of money required under the Acceptance of Advantages (Chief
Executive's Perrnission) Notice 2004 (Section 3，Cap. 201) to be disposed of
by being paid into the Fund;

(h)any money voted to the Fund by the Legislative Council;

(i) money he1d in the Fund immediately before the commef\cement of Schedule 3
to the Disciplined Services Welfare Funds Legislation (Amendment)
Ordinance 1999 (58 of 1999) and money which was，immediately before that
commencement ，recoverable for the Fund and which is subsequently paid to，
or recovered for，the Fund after that commencement;

。) money paid or payable to the credit of the Fund 企om any other lawful source



Obiects oftheFund

4. In accordance with Section 24H(1) of the Ordinance，the Fund may be used
for any of the following p山poses :-

(a)provldlng and maintainh E amEEities for the use and Eruoymentof
Co世ectiona1Services emp10yees and former Correction a1Services employees;

(b) acquiring rea1and persona! property for the purpose speci日ed in paragraph (a);

(巳) making paytnents to the corporation's employees in respect of their
emp1oyment;

(d) making payments for the services of the corporation's agents;

(e) making !oans to Correctional Services employees an吐 former Correction a1
Services employees;

的 granting 宜nancia! assistance to dependants of deceased persons who，at the
time of death，were Correctional Services employeesor fOIIEErCOITediorlaI
Services employees in order to meet the funeral expenses of those employees
or former employees;

(g) making grants，allowances and gifts to beneficiaries for purposes other than
the purpose mentioned in paragraph (f);

(h) making or acquiring souvenirs for sale to beneficiaries and others;

(i) making donations to charitable or community organizations;

(j)paying interest that is payable on loans made to the corporation or the Fund.

Ooerating Results

5. The Fund amounted to a total of 鉤，782，310asat31 March2013. Duringthe
year under review，the total income was $490，250.

6 The Fund has been utilized to provide benefits for sta宜， with P的 cul位
aHention giventothpmmtion ofstdwdmaswdlasmmtmalfacilities Anm 吋

subsidy of $30per stafmember was prouded to all instltuIional StafT Messes to subsId1ze
臼nctions 組d activities beneficial to sta丘 Subsequent to a review completed in 2004，an
awar社 scheme was set up to grant staff who won under the annual Staff Motivation Scheme.
In November 2012，five winners of the‘Best All Round Corripetition' had been granted the
Award to join the Korea Study Tour.

7. The Fund provides financial assistance to sta叮families who are in need. At
present ，family members of the deceased officers' are granted a sum of money towards the
payment of funeral expenses
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8. Inadditio 且， loans are made to staff members at an interest rate not exceeding
5%per 缸mum. No amow1twas loaned to staff during the ye訂 under review.This facility
is appreciated by staff who are in need of contingency relief，or who wish to proc旺E

reasonable utilities and comforts which they would not normalIy feel 企 ee to do

9. The Fund also makes grant as retirement gift to staffwho have served not less
than 20 ye訂 s and are retired 企om the service as welIas other welfare grants. During the
ye紅 under review，a total amount of $170，894 was granted

企旦出 z

10. In accordance with Prison Rule 264A，the Director of Audit was appointed as
the Auditor of the Fund

11. A且 audited statement of accounts for the Fund has been prepared. The
Auditor's Report 街 ld signed statement of accounts are attached at the Appendix

Dir官ctor of Accountinll Services

12. In accordance with Prison Rule 257，the maintenance of the Fund is vested
with the Director of Accounting Services. All moneys due to the Fund are immediatelypaid
in fulIto the Director of Accounting Services，who shall credit such sum or sums to the
Correctional Services Department Welfare Fund account and render to this Department a
monthly return showing alItransactions of the Fund. AlI payments with regard to the Fund
are made by the Director of Accounting Services on the request of the Department.

Vote ofThanks

的 1 take this opportunity to extend my thanks to the Director of Accounting
Services，也e Director of Audit and all other officers concemed for their assistance in making
the Fund function in the best interest of the staff of Co叮ectio且al Services Departmen t.The
Fund wilI巳ontinue to be uti日zed in the most beneficial way forlhe greatest numbet of staff
possible
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Correctional Services Department Welfare Fund

Financial Statements for the year ellded 31 March 2013



A⋯m附mm⋯『ηm叫峭咖叫E甘恥師叫i站協issi誌叫s剖i
The Governr叮ment 01the Hong Kong Special Adm叫n叫Iini恰st訂ra刮tive Region

Independent Audit Report

To the Legislative Council

1 certi砂 that 1 have audited th巴西 nancial statements of the Correctional Services
Dep紅tment Welfare Fund set out on pages 3 to 口，which comprise the balance sheet
as at 31 March 2013 ，and the income and expenditure accoUI泣， statement of changes
in equity and statement of cash 位ows for the year then ended，and a surnm訂 y of
significant accounting policies and other explanatory information.

Commissioner of Correctional Services of Hong Kong Incorporated's
Responsibility for the Financial Statements

The Commissioner of Correctional Services of Hong Kong lncorporated is
responsible for the prep釘到 ion of financial statements that give a true and fa宜 vlew m
accordance with rule 264(l)(b)ofthe Prison Rules (Cap. 2-34 sub. leg. A) and Hong
Kong Financial Reporting Standards ，.and for such internal control as the
Comrnissioner of Correctional Services of Hong Kong Incorporated deter宜lIlles IS

necessary to enable the prep訂 ation of 日nancial statements that 訂e 企ee 企um material
misstatement ，whether due to 企aud or error

Auditor's Responsibility

My responsibility is to express an opinion on these financial statements based on my
audit.1 conducted my audit in accordance with rule 264A(3) ofthe Prison Rules and
the Audit Comrnission auditing standards. Those standards r巴:quire that 1 巳omply
with ethical requirements and plan and perfo口n the audit to obtain reasonable
assurance about whether the financial statements are 企ee 企om material misstatement

Anaudit involves performing procedures to obtain audit evidence about the amounts
and disclo sures in th巴西 nancial statements. The procedures selected depend on the
auditor's judgment ，including the assessment of the risks of material misstatement of
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the financial statements，whether due' to 企aud or error. In making those risk
assessments ，the auditor considers intemal control relevant to the entity's preparation
of fi且也cial statements that give a true and fair view in order to design audit
procedures that 訂 e appropriate 但 the circumstances ，but not for the purpose of
expressing an opinion on the effectiveness ofthe entity's internal control.Anaudit
also includes evaluating the appropriaten 臼s of accounting policies used and the
reasonableness of accounting estimates made by the Commissioner of Correctional
Services ofHong Kong In∞rporated ，as weIlas evaluating the overaIlpresentation of
the financial statements.

1 believe that the audit evidence 1 have obtained is su伍cient and appropriate to
provide a basis for my audit opinion.

Opinion

ln my opinion ，the fmancial statements give a 甘ue and fair view 0f the financial
position of the Co訂ectional Services Department Welfare Fund as at 31 March 2013，
and of its financial perforrnance and cash flows for the ye位then ended 血的 cordance
with Hong Kong Financial Reporting Standards and have been properly prep 訂 ed in
accordance with rule 264(1)(b)ofthe Prison Rules

Frederick T C WONG
Principal Auditor
for Director of Audit

Audit Commission
26出 Floor
Immigration Tower
7 Gloucester Road
Wancha~ Hong Kong30 December 2013
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Correctional Services Department Welfare Fund
Balance Sheet as at 31 March 2013

/們
(S必O;'at-kin)

Comr凹的間 of Cbhectional Services of
Hong Kon~)Incorporated

30 December 2013
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Correction a1Services Department Welfare Fund
Income and Expenditure Account for the year ended 31 March 2013

2013 2012
HK$ HK$

Income

Proceeds from sàle of souvenir items 156，960 164，225

Cost of souvenir items sold (112，130) (119，998)

Gross gain on sale of souv巴nir items 44，830 44，227

Government gr缸lts 360，900 350，880

Bank interest 48，020 60，156

Donations and voluntary con位ibutions 30，000

Electricity and maintenance charges for holiday premises 36，500 27，000

490，250 512，263

Expenditure

Amenities and staff welfare grants

Financiàl assistance for employees' or former employe 郎，
funeràl 巴xpenses

(714，424)

(60，000)

(170，894)Other welfare grants

Operating expenses of 也e Hong Kong Correctionàl Services
Museum Souvenir Shop (4，020)

(949，338)

Deficit for the year (459，088)

Other comprehensive income

Total comprehensive expense for the year (459，088)

The accompanying notes 1 to 7 form p訂 t of these financial statements.
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(725，105)

(30，000)

(228，221)

(2，690)

(986，016)

(473，753)

(473，753)



Correc 位onal Services Department Welfare Fund
Statement of Changes in Equity for the year ended 31 March 2013

Accumulated
Capital surplus Total

HK$ HK$ HK$

Balance at 1 April 2011 500，000 7，215，151 7，715，151

Tot剖 cornprehensiveexpense for 201 1-12 (473，753) (473，753)

Balance at 31 March 2012 500，000 6，741，398 7，241，398

Total cornprehensiveexpense for 2012-13 (459，088) (459，088)

Balance at 31 Maτ'Ch泌的 500，000 6，282，310 6，782，310

The accornpanyingnotes 1to 7 forrn p紅t of these financial staternents.
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Correctional Services Department Welfare Fund
Statement of Cash Flows for the year ended 31 March 2013

Note 2013 2012
HK$ HK$

Cash flows from operating activities
Deficit for the year (459，088) (473，753)
B缸Jkinterest (48，020) (60，156)
(Increase)lDecreas 巴 in stock of souvenir items (1，740) 3，977
(Increase)lDecrease in stock of souve且r p1aques (1，255) 9，049
Increase in advance payments (278) (10)
Increase in sundry creditors 2，564 3，742
(Decæase) 品lcrease in advance receipts (1，560) 160

Net cash used in operating activities (509，377) (516，991)

Cash flows from investing activities
Bank interest received 47，822 54，094

Net cash from investing activities 47，822 54，094

Net decrease in cash and cash equivalents (461，555) (462，897)

Cash and cash equivalents at beginning of year 6，653，836 7，116，733

Cash and cash equivalents at end of year 3 6，192，281 6，653，836

The accompanying not巴s 1 to 7 form p紅t of these financial statements
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Correctional Services Department Welfare Fund
Notes to the FinanciaI Statements

1. General

The Co訂巴ctional Services Department Welfare Fund (the Fund) was established for
the main purpos的 of providing and maintaining amenities for the use and enjoyment
of，md making loans toComCHonal kwiCESEmployeesmd fomer ComCHon4
Services employees; providing fmancial assistance and making grants，allowances and
gifts to Co叮ectional Services employe 郎， forrner Correctional Services employees and
dependants of deceased CorTECtIonaI SErvices employees or former COITectiond
Services employees; and making souvenirs for sale to beneficiaries and 0也ers in
accordance with section 24H of 由e Prisons Ordinance (Cap. 234).

The address of 血e Fund's pri且cip剖 plac巴 of business is 24瓜，Wan Chai Tower ，
12 Harbour Road，Hong Kong.

2. Signiflcant accounting polici自

(a) Statement of compliance

The financial statements have been prepared in accordance with rule 264(1)(b)
of the Prison Rules (Cap. 234 sub. leg﹒A) and all applicable Hong Kong
Financial Reporting Standards (HKFRSs) issued by the Hong Kong Institute of
Certified Public Accountants.

(b) Basis of prep缸at10n

The financial statements have been prepared on an accrual basis and under the
historical cost.convention

The prep缸ation of financial statements in conforrnity with HKFRSs requires
management to make judgements ，estimates and assurnptions 血at affect the
application of policies and reported amounts of assets，liabilities ，income and
expendi 仙也﹒ The estimates and associated assumptions are. based on
exoerience and various other factors that are believed to be reasonable under
伽 circumstances ，the resul個 of which forrn the basis for making judgements
about the carrying values of assets and liabilities 血at are not readily app訂 ent
from other sources. Actual results may di叮叮 from these estimates

The estimates and underlying assumptions are reviewed on an ongoing basis.
Revisions to accounting estirnates are recognised in the period in which the
estimate is revised ifthe revision affects only that period，or in the period of the
revision and future periods if the revision affects both current and 臼ture
periods.
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There are no critical accounting judgements invo1ved in 也e application of the
Fund's accounting po1icies. There are neither key assumptions concerning the
future nor other key sources of estimation unce討ainty at the balance sheet date
that have a significant risk of causing a material a司justment to 出e carrymg
amounts of assets and 1iabilitiesin the next ye訂

(c) Adoption of new/revised HKFRSs

The Fund has adopted al1 new/revised HKFRSs which 的 effective 翎 d
re1evant to 也e Fund for the current accounting period

The Fund has not ear1y adopted 飢y amendments ，new standards and
interpretations which are not yet effective for the current accounting period
The Fund is in the process of making an assessment of what the impact of these
a血endmen 尬， new standards and interpretations is expected to be in the period
of initial adoption. So fi缸， it has concluded 也at the adoption of them is unlike1y
to have a significa 且t impact onthe Fund's results of operati。那個d financial
posltlOn.

(d) Interest on 10個S

At the discretion of 血e Commissioner of Co叮ectional Services of Hong Kong
Incorporated ，10ans are subject to the payment of interest at the rate of 5% per
annum calcu1ated month1y on the balance outstanding at 也e end of each mon由
unti1也e1。但is repaid 詛 full. The interest is payab1e wi也in one month after
the date on which the previous instalment became payab1e or upon default in
也.e repayment of any month1y instalmen t.There were no such 10ans
outstanding at 出e balance sheet date.

(e) Revenue recognition

(i) Government grant is recognised 詛 the income and expenditure account
over 也e period necess紅Y to match it with 出e costs it is intended to
compensate.

(ii) Interest income is recognised as it accrues using the effective interest
method. .The effective interest method is a method of calcu1ating the
amortised cost of financial asset and of allocating the interest income over
the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash receipts 甘甘ough 吐le expected life of 血E

fin組ci剖 asset or，when appropria 峙， a shorter period to the n巴t c訂ηring
阻 ount of the financial asset.

(iii) Donation income is recognised once the amount is received and approval
for acceptance obtained

(iv) Sales of souvenir items are recognised when souvenir itèms 缸e delivered
and title has passed

(v) Charges for the use ofholiday premises are recognised on an accrual basis.
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(f)Valuation of stock of souvenir items and souvenir plaques

The cost of stock of souvenir items sold is calculated on a first-in-first-out basis
and the value of stock at ye訂 end is stated at the lower of cost and net realisable
value. Net realisable value is the estimated selling price in the ordinary course
of business less the estimated selling expenses. Souvenir plaques for retirees
叮巴 stated at historical cost.

(g) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand，demand deposits and other
short-term highly liquid investments that are readily convertib1e to a known
amount of cash and are subject to an insignificant risk of changes in value，
having been within 也ree mon也s of maturity when acquired.

3 Cash and cash equivalents

2013 2012
HK$ HK$

Time deposits with original maturity within 3
months 5，764，867 5，913，097

Cash with the Hong Kong Correctional Services
Museum Souvenir Shop 500 500

Cash with the Director of Accounting S巴rVlces 147，842 500，240

Cash at bank 279，072 239，999

6，192，281 6，653，836

4. Financial risk rnanagernent

The Fund's m句or financial instruments include bank deposits and cash with other
govemment departments. The risks associated with these financial instruments are set
out below.

(a) Credit risk

Credit risk is the risk that one p訂 ty to a financial instrument will fail to
discharge an obligation and cause the other party to incur a fmancialloss. The
Fun吐's maximum exposure to credit risk as at the balance sheet date in relation
to each class of financial assets is the carrying a血ount of those assets as stated
in the balance sheet.The Fund li凹的 its exposure to credit risk by transacting
with reputable banks in Hong Kong and invests in short-terrn deposits only.
The credit risk in respect of cash with the Director of Accounting Services is
considered minimal
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(b) Market risk

TheFund's b缸Jkd巴:pOSltS訂e exposed to market risk due to changes íninterest
rates. Interest rate risk is也.erisk of loss 缸ísing from changes in market interest
rates. This can be further classified into fair value interest rate risk and cash
flow interest rate risk.

Fair value interest rate risk 指出 e risk that the value of a financial instrument
will fluctuate because of chang 巴s in market interest rates. Since all the Fund's
time deposits with ba且ks bear interest at fixed rates，their fair valùes will fall
when market interest rates increase. However ，as they are all stated at
缸nortised cost，changes in market intereSt rates will not a丘ect their carrying
amounts and the Fund's surplus and equity

Cash flow interest rate risk is the risk that future cash flows of a financial
instrument will fluctuate because of changes in market interest rates. The Fund
is not exposed to material cash flow interest rate risk because interest income
from financial instruments bearing interest at a floating rate is not significant.

The Fund's exposure to interest rate risk，based on the major interest-bearing
asse臼 stated at c征 ry旭 g amounts at the balance sheet date and categorised by
thee 缸1ier of contractual repricing dates or maturity dates，is shown below.

2013
日K$

2012
HK$
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R
一 6，264，867 6，413，097

(c) Liquidity risk

Inthe management of liquidity risk，the Fund maintains a level of cash and cash
equivalents 曲的 is considered adequate to finance its operations and mitigate
the effect of fluctuations in cash flows
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5. Capital management

The capital structure of the Fund consists of 由巴 Fund's capital and accumulated
sumluJThECapual represents a donation made bythe lateSir shiu-kin TANG and，ln
acmdm 臼 W出 his wish，伽 donation is deposited w站出 e Industrial and
cornmErciaI Bank of ctuna(ASIa)Limtedmdonly the interest income may beused
The Fund's objectives wh.en managing capital 位巴:

(吋 to comply wi白白.ePrisons Ord扭扭ce; 如d

(b)to maintain a capital base for carrying out the purposes of 也e Fund as stated
in not巴 1 above.

The Fund manages its capital to ensure th前 its level 戶s adequate to fund future
expendi叫起， taking into account its projected cash flow requ叮ements ，future financial
obligations and commitments

6. Fair values of f"mancial assets

AlI financial assets are stated in the balance sheet at arnounts equal to or not materially
different from their fair values.

7. Comparative figures

C巳rt位n comparative figures have been restated to confo口n Wl也由 e current ye缸 's
presenta t1on.
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