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Report by the Commissioner of Correctional Ser 吋vices of
Hong Kong Incorporated on the Administration of the

Correctional Services Department Welfare Fund
for the year ended 31 March 2014

Introduction

The CorrectionaI Services Department Welfare Fund (herea缸erknownas “the
F凹的 was established under Section 24C to 24M ofthe Prisons Ordinance (Chapter 234).

2. In accordance with Section 240 of the Ordinance ，the Fund shaII be
administered by the Commissioner of CorrectionaI Services of Hong Kong Incorporated ，個d
as required by Prison Rule 264B，1 take pleasure to present to the President and Honourable
Members of the Legislative CounciI a copy of the signed and audited statement of accounts，
the Auditor's report and my report on 也.e administration of the Fund for the ye訂閱 ded
31 March2014.

3. The Fund was established with the purpose of offering financi a1assistance to
officers in nee址，as weII as providing 創d subsidizing recreation a1and welfare faciIities for a11
staff ofthe Departmen t.The Fund consists of:-

(份 any donations made to the Fund;

(b)proceeds 企'om the sale of souvenirs and the disposaI of other property held for
the purposes of the Fund;

(c) a11 money received f切m the Ietting of holiday premises，or the 趾 re of
recreationaI faciIities，held for the purposes of the Fund;

(d) a11fees coIIected from socia1，educationaI and recreationaI activities organized
by or on beha1f ofthe Commissioner for the purposes ofthe Fund;

(e) money derived from the investment ofthe Fund;

(ηmoney accruing as interest on Ioans made 企om theFund;

(g) gifts of money required under the Acceptance of Advantages (Chief
Executive's Permission) 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 CounciI;

的 money held in the Fund immediately before the commencement of Schedule 3
to 吐le Disciplined Services Welfare Funds Legis1ation (Amen曲lent)
Ordinance 1999 (58 of 1999) and money which was，immediately before that
commenceme 瓜，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 ofthe Fund from any other IawfuI so盯∞.
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Obiects of the Fund

4. In accordance wi也 Section 24H(l)of the Ordinance，the Fund may be used
for any ofthe foIlowing purposes :-

(a) providing and maintaining amenities for the use and enjoyment of
Correctional Services employees and former Correctional Services employees;

(b) acquiring real and personal prope向T for the purpose specified in paragraph (a);

(c) m此 ing payments to the c。中oration's employees in respect of their
employment;

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

(e) making loans to Correctional Services employees and former Correction 叫
Services employees;

的 granting fi且ancial assistance to dependants of dece自己:d persons who，at the
tirne of death，were Correctional Services employees or former Correctional
Services employees in order to meet the funeral expenses of those employees
or former employees;

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

(h) m政 ing or acquiring souvenirs for sale to beneficiaries and others;

(i) making donations to charitable or community organizations;

。) paying 垣terest that is payable on loans made to the corporation or the Fund.

Ooeratinll Results

5. The Fund amounted to a to凶 of 鉤，268，494 as at 31 M訂 ch 2014. During the
year under review，the total income was $466，751.

6 The Fund has been utilized to provide benefits for s個宜， with particular
attention given to 也e promotion of staff welfare as well as recreational facilities. Anannual
subsidy of $30 per staff member was provided to all institutional Staff Messes to subsidize
functions and activities beneficial to staff. Subsequent to a review completed in 2004，an
award scheme was set up to grant staff who won under the annual Sta宜Motivation Scheme.
In January 2014，seven winners of the ‘Best AIlRound Competition' had been granted the
Award to join a Korea Study Tour.

7. The Fund provides financial assistance to staff families who are in need. At
present，farnily members of the deceased officers are granted a sum of money towards the
payment of funeral expenses



8. In addition，10ans are made to staff members at an interest rate not exceeding
5% per armwn. No amount was 10aned to staff d叮扭 g 也e ye訂 under review. Tms facility
is appreciated by staff who are in need of contingency re1ief，or who wish to procure
reasonab1e uti1ities and comforts wmch they would not normal1y fee1 free to do.

9. The Fund also makes grant as retirement gift to staff who have served not 1ess
than 20 yearS and are retired 企om the service as well as other welfare grants. During the
ye訂 under review，a total amount of $221，951 was granted.

Auditor

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

11. Anaudited statement of accounts for the Fund has been prepared. The
Auditor's Report 組d signed statement of accounts are attached at the Appendix.

Director of A∞叫mtinl!Services

12. Inaccordance with Prison Rule 257，the maintenance of 也e Fund is vested
with the Director of Accounting Services. All moneys due to the Fund are irnm吋iate1y paid
in full to the Director of Accounting Services，who shal1 credit such swn or swns to 伽
Correctiona1 Services Department We1fare Fund account and render to 吐lis Department a
monthly return showing al1 transactions of the Fund. All payments with regard to the Fund
are made by the Director of Accounting Services on 甘le request of the Departmen t.

Vote ofTha 且ks

13. 1 take this opportunity to extend my th缸1ks to the Director of Accounting
Services ，吐le Director of Audit and al1 other officers concerned for their assistance in making
the Fund fu且ction in the best interest of the staff of Correctional Services Departmen t.The
Fund will continue to be utilized in the most beneficia1 way for the greatest nwnber of staff
possible.

n
ec'仁『

YAU Chi-cmu
Commissioner of Cortectional Services of

Hong Kong Inc潭中 orated
13 January 2015
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Independent Audit Report

To the Legislative Council

1 certifYthat 1 have audited the financial statements of the CorrectionaIServices
Department Welfare Fund set out on pages 3 to 10，which comprise the balance sheet
as at 31 March 2014，and 也e income and expenditure account，statement of changes
in equity and statement of cash flows for the year then ended，and a summary of
significant accountingpolicies and other explanatory information

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

The Commissioner of Corre心tiona1Services of Hong Kong In∞rporated is
responsible for也.epreparation of fmancia1statements 也at give a true and fair view in
accordance wi也 rule264(1)(b)ofthe Prison Rules (Cap，234 sub. leg. A) and Hong
Kong Financial Reporting Standards，and for such internal con甘01 as the
Commissioner of Co訂ectional Services of Hong Kong Incorporated determines is
necessary to enable the preparation of financia1statements that前E 企'ee企om material
misstatement，whether due to 企aud or error.

Auditor句Responsibility

My responsibiIity is to express an opinion on these financial statements based on my
audit.1conducted my audit in accorda且ce with rule 264A(3) of the Prison RuIes and
the Audit Commission auditing standards. Those standards req世紀 that 1 comply
wi也 ethica1requirements and plan and perform the audit to obtain reasonable
assurance about whether the financia1statements are 企'ee企om materia1misstatement.

A且audit involves performing procedures to ob伯拉 audit evidence about the amounts
and disclosures in the 且nancia1statements. The procedures selected depend on the
auditor' s judgment，incIuding the assessment of the risks of materia1misstatement of
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the financial statements，whether due to 企aud or error. Jnmaking those risk
assessments，the auditor considers intemal control re1evantto the enti紗，s preparàtion
of financial sta胎ments that give a 甘ue and fair view in order to design audit
procedures that are appropriate in the circumstances，but not for the purpose of
expressing an opinion on the effectiveness of the enti旬，s intemal con甘01.Anaudit
also inc1udes evaluating the appropriateness of accounting policies used and 伽e
reasonab1eness of accounting estimates made by the Commissioner of Correctional
Services of Hong KongJncorporate址，品 well as evaluating the overal1presentation of
the financial statements.

1 believe that the audit evidence 1 have obtained is sufficient and appropriate to
provide a basis for my audit op姐ion.

Opinion

In my opinio且，也e fmancial statements give a 甘ue and fair view of the financial
posi討on of 也.eCorrectional Servic.esDepartment We1fareFund as at 31 March 2014，
and of its financial performance and cash flows for the ye訂 thenended 垣 accordance
with Hong Kong Finahcial Reporting Standards and have been properly prepared in
accordance with rule 264(1)(b)ofthe Prison R叫的﹒

Frederick T C WONG
Principal Auditor
for Dirêctor of Audit

Audit Commission
26thF1oor
Immigration Tower
7 G10ucesterRoad
Wanch鼠，HongKong18Decemher 2014
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Correctional Services Department Welfare Fund
Balance Sheet as at 31 March 2014

Note 2014 2013
HK$ HK$

Current Assets

Stock of souvenir items 105，429 82，366
Stock of souvenir plaques 27，325 18，613
Accrued bank interest 7，065 9，170
Advance paymen臼 and deposit 4，453 3，803
Bank deposits - original maturity over 3 months 500，000 500，000
Bank deposits - original maturity wi也in 3 months 4，229，669 5，764，867
Cash at the Hong Kong Correctional Services

Museum Souvenir Shop 500 500
Cash with the Director of Accoun世ng Services 1，121，573 147，842
Cash atbank 294，134 279，072

6，290，148 6，806，233

Curren tLiabilities

Sundry creditors (21，414) (22，883)
Advance receipts (240) (1，040)

(21，654) (23，923)

6，268，494 6，782，310

Accumulated Fund

Capital 4 500，000 500，000
Accwnulated surplus 5，768，494 6，282，310

6，268，494 6，782，310

The accompanying notes 1 to 5 form pa前 of these fínanciaIstatements

(S
Commissioner ofCo
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Correctional Services Department Welfare Fund
Income and Expenditure Account for the year ended 31 March 2014

Expenditure

Amenities 飢d staff welfare grants (724，276) (714，424)
Financial assistance for employees' or former employees'
funeral e叩開 ses (30，000) (60，000)

Other welfare grants (221，951) (170，894)
Operating expenses of the Hong Kong Correctional S位vices
Museum Souvenir Shop (4，340) (4，020)

(980，567) (949，338)

Deficit for the year (513，816) (459，088)

Other comprehensive income

Total comprehensive expense for the year 侈的，816) (459，088)

The accompanying notes 1ω5 form part of these financìaIstatèments.
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Correctional Services Department Welfare Fund
Statement of Changes in Equity for the year ended 31 March 2014

Capital

HKS

Balance at 1April2012 500，000

Total comprehensive expense for 2012-13

Balance at 31 March 2013 500，000

Total comprehensive expense for 2013-14

Balance at 31 March 2014 500，000

The accompanying notes 1 to 5 form part of these financial statements .

.
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Accumulated
surplus TotaI

HK$ HK$

6，741，398 7，241，398

(459，088) (459，088)

6，282，310 6，782，310

(513，816) (513，816)

5，768，494 6，268，494
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Correctional Services Department Welfare Fund
Statement of Cash Flows for the year ended 31 March 2014

2014 2013
HK$ HK$

(513，816) (459，088)
(39，149) (48，020)
(23，063) (1，740)
(8，712) (1，255)
(650) (278)
(1，469) 2，564
(800) (1，560)

(587，659) (509，377)

Cash l10ws from operating activities
Deficit for the year
Bank interest
Increase in stock of souvenir items
Increase in stock of souvemr p1aques
Increase in advance payments
(Decrease)旭lcrease in sundry creditors
Decrease in advance 閃閃 ipts

Net cash used in operating activities

Cash l10ws from investing activities
Bank interest received 41，254 47，822

Net cash from investing activities 41，254 47，822

Net decrease 1n cash and cash equivalents
Cash and cash equivalents at beginning of year

(546，405)
6，192，281

(461，555)
6，653，836

Cash and cash equivalents at end ofyear 5，645，876 6，192，281

Analysis of ba1ances of cash and cash equivalents
Bank deposits with origina1maturity within 3 months
Cash at the Hong Kong Correctiona1 Services Mùseum

Souvenir Shop
Cash with the Director of Accounting Services
Cash at bank

4，229，669 5，764，867

500 500
1，121，573 147，842
294，134 279，072

5，645，876 6，192，281

The accompanying notes 1 to 5 form part ofthese financia1 statements.
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Correctional Services Department Welfare Fund
Notes to the Financial Statements

1. General

The Correctional Services Department Welfare Fund (the Fund) was es帥lished for
the main p四poses of providing and maintaining amenities for the use and enjoyment
of，and making loans to Correctional Services employees and former CorrectionaI
Services employees; providing financial assistance and making grants，aIlow扭曲 s and
gifts to Correctional Services employees，former Correctional Services employees and
dependants of deceased Correctional Services employees or former Correctional
Services employees; and making souvenirs for sale to beneficiaries and others in
accordance with section 24H of the Prisons Ordinance (Cap. 234).

The address of the Fund's principal place of business is 24肢，Wan Chai Tower，12
Harbour Road，Hong Kong.

2. Significant accounting policies

(a) Statement of compliance

The financial statements have been prep缸'ed in accordance wi也 rule 264( I)(b)
of the Prison Rules (Cap. 234 sub. leg. A) and all applicable Hong Kong
Finaneial Reporting Standards (HKFRSs) issued by the Hong Kong Institute of
Certified Public Accountants.

(b)B甜的 of preparation

τbe financial statements have been prepared on 叩 accrual basis and under the
historical cost convention

The preparation of financial statements in conformity with HKFRSs requires
management to make judgements ，estimates and a甜urnptlOns 也at affect the
application of policies and reported amounts of assets，liabilities，income and
expenditure. The estimates and 扭曲 ciated assurnptions are based on
experience and various other factors that are believed to be reasonable under
the circumstances，the results of which form the basis for making judgements
about the carrying values of assets and liabilities that are not readily apparent
仕om other sources. Actual results may di叮叮企om these estimates

The estimates and underlying 品 SurnptlOns 訂e review.ed on an ongoing basis.
Revisions to accounting estimates are 扭曲 gnised in the period in which the
estim前e is revised ifthe revision affects only that period，or in the period ofthe
revision and future periods if the revision a宜èc個 both current and future
periods.
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There are no critica1 accounting judgements invo1ved in the application of the
Fund's accounting policies. There are neither key assumptions conceming the
future nor other key sources of estimation uncertainty at the ba1ance sheet date
that have a significant risk of causing a materia1 adjustmentto the carrying
amou且ts of assets and 1iabilities in the next year.

(c) Adoption ofnew/revised HKFRSs

The Fund h目 adopted all new/revised HKFRSs which are effective and
re1evant to血e Fund for the current accounting period

The Fund has not ear1y adopted any amendments，new standards and
interpretations which are not yet effective for the current accounting period
The Fund is in the process ofmaking an assessment ofwhat 也e impact of these
amendments，new sta且dards and interpretations is expected to be in the period
of initia1adoption. 80 far，it has conc1uded 由at the adoption of them is
unlikely tú havea significant impact on 也e Fund's resu1ts of operations and
financia1position.

(d) Interest on 10ans

At the discretion of the Comtnissioner of Correctional 8ervices of Hong Kong
Incorporated，10ans are subject to the payment of interest at the rate of 5% per
annutn ca1cu1ated month1y on the ba1ance outstanding at也e end of each month
unti1the 10an is repaid in full. The interest is payab1ewithin one month after
the date on which the previous insta1ment became payab1e or upon default in
也e repayment of any mon也ly instalment.There were no such 10ans
outstanding at the balance sheet date.

(e) Revenue recognition

(i) Govemment grant is recognised in the income 個d expendi何況 account
over the period necess缸y to match it wi也 the costs it is intended to
compensate.

(ii) Interest income is recognised as it accrues using the effective interest
me也od.ηle effective interest method is ä method of ca1culating the
amortised∞st offinancia1 asset and of allocating the interest income ov缸
the re1evartt period. The effective interest rate is the rate that exactly
discounts estimated future cash receipts through the expected life of the
financia1asset or，when appropriate，a shorter period to the net carrying
amount of the fmancia1asset

(iii) Donation received is recognised when approva1for acceptance of the
donation is obtained

(iv) Sa1esof souvenir items are recognised when souy.enir items are delivered
and tit1e has p扭曲 d.

。)Charges for the use of holiday premises are recognised on an accrual
b品 is.

8



(f)Valuation ofsωck of souvenir items and souvenir plaques

The cost ofstock ofsouvenir items sold is calculated on a first-in-first-out basis
and the value of stock at year end is stated at the lower of cost and net realisable
value. Net realisable value is the estimated selling price in the ordinary course
ofbusi 頁目s less the estimated selling expenses. Souvenir plaques for retirees
are stated at historical cost

(g) Cash and cash equivalen的

Cash and cash equivalents comprise cash on hand，demand deposits and other
short-term highly liquid investments that 缸e readily convertible to a known
amount of cash and áre subject to an insignificant risk of changes in value，
having be凹 within 由ree months of ma個ri ty when acquired.

3. FinanciaJ risk management

The Fund's major financial ins仕uments include bank deposits 個d cash with other
government departments. The risks associated with these financial ins甘uments are set
out below

(a) 。“it risk
Credit risk is the risk that one p位大y to a fmancial ins甘ument will fail to
discharge an obligation 個d cause the other party to incur a financialloss. The
Fund's maximum expos叮'e to credit risk as at the balance sheet date in relation
to each class of financial 自sets is the carrying amount of those assets as stated
in the balance sheet.The Fund limits its expos叮'e to credit risk by transacting
with reputable banks in Hong Kong and invests in short-term deposits only.
The credit risk in respect of cash wi也 the Director of Accounting Services is
considered minimal.

(b) Market risk

The Fund's bank deposits are exposed to market risk due to changes in interest
rates. Interest rate risk is the risk of loss arising 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 is the risk that the value of a financial instrument
will fluctuate because of changes in market interest ratys. Since all the Fund's
time deposits with banks bear in紀rest at fixed rates，their fair values will fall
when market interest rates increase. However，as they are all st耳ted at
amortised cost，changes in market interest rates will not a班ect their carrying
amounts and the Fund's deficit and equity.
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Cash flow interest rate risk is the risk that future cash flows of a fmanciaI
instrument wiIIfluctuate because of changes in market interest rates. The Fund
is not exposed to materiaI cash flow interest rate risk because interest income
ftom financiaI ins仕uments bearing interest at a floating rate is not significant

(c) Liquidity risk

Inthe management of liquidity ri此， the Fund maintains a IeveI of cash and
cash equivalen個 that is considered adequate to finance its operations and
mitigate the effect of f1uctuations in cash f1ows.

4. Capital management

The capital structure of the Fund consists of the Fund's capital and accumulated
surplus. The capi個lrepresen 包 a donation made by the late Sir Shiu-kin TANG and，in
accor注目lce with his wish，the donatión is deposited with the IndustriaI and
Commercial Bank ofChina (Asia) Limited and only the interest income may be田ed.
The Fund's objectives when managing capi個1are:

(a) to comply with thePrisons Ordinance; and

(b)to maintaip.a capitaI base for carrying out the purposes of the Fund as stated
mno 切 1 above.

The Fund manages its capitaI to ensure 也at its IeveI is adequate to fund future
expenditure，taking into account its projected cash flow requirements，future financiaI
obligations and commitments

5. Fair values of financial assets

AII fin個cial 扭扭隘缸 'es個.ted in the balance sheet at缸noun個 equal to or not materiaIIy
different 企om their fair values
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