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Introduction

The Prisoners’ Education Trust Fund Ordinance (CAP 467,
‘hereunder referred to as the Ordmance) was passed into law by the Leglslatlve
Council on 29 March 1995 and enacted on 30 March 1995 |

-2 " In accordance with Section 5 of the Ordinance, the Commissioner of
‘ Corfectional Services shall be the trustee, and as required by Section 7 of the .
Ordinance, I take pleasure to present to the President and I—Ionour.able"
Members of the Legislative Council a copy of the signed and audited

statement of -accounts, the Auditor’s Report " and | ﬁiy report on the
_administration of the fund for the period 1_Apri1 2012‘ .to_31 March 2013. o

3 The fund was initially founded by a gcnerous donation of
HK$250,000 by the Hong Kong Bank Foundation in 1992, :Theiobject of the
fund is to pfoyide_,financial assistance in the form of grants for individual
prisoners to sit for public examinations, coVer,.course enrolment fees, procure
textbooks or studying aids, and to procure educational facilities for prisoners.

4. Further donations’of HK$4,946,882 were received in the twenty-one
“years ended 31 March 2013 including the following donatjons for the total
‘amount of HK$388,480 recelved in the penod from 1 Apnl 2012 to 31 March

2013: JENR o

-HK$172,000 from the Correctional Services Deparfment Sports
Association ‘

- HK$100 000 from Mr. SIU Chor-kee, MH, JP, the Managlng Director of

. " Ocean Empire International Limited : :
- -HK$2,000 from a Hong Kong Citizen .

- HK$80,000 from CRA Benevolent Fund Limited



- Proceeds of HK$6,975 generated through the sale of industrial products
manufactured by persons in custody in the 47th Hong Kong Brands a.nd _
Products Expo from the Correctional Services Depa:tment '

- HK$20,000 from Fun Channel Limited
-HK$7, 505 from the Donation Box set up at the Hong Kong Correctlonal
Services Museum to collect donations from the visitors. -

5. _ According to the funding policy of the Prisoners’ Education Trust
Fund Operational Guidelines, only the income generated from the capital
" "derived from donations can be used to.fund grants forindividual prisoners, and
a portion of the capital may be utilized to fund the prov1s1on of educatlonal !
facilities for prisoners. o o '

Object Qf the Fund

6. Tn accordance with Section 4 of the Ordinance, the trustee shall apply
the fund in such a manner and to such extent as the Prisoners’ Educatlon Trust -
Fund Committee may direct for the followmg ob]ecuves -

(a) the provision of financial assistance to 1nd1v1dua1 prisoners, on
apphcatlon in their efforts to obtain educatlon and '

(b) the provision of educational facilities for prisoners. |

Committees

3 ‘The Prisoners’ Education ‘Trust Fund Committee was formed in
accordance with Section 6 of the Ordinance. The membership of the
Committee is shown in Appendix L ' o o

. 8. - The Investment Advisery Committee was formed in accordance with
Section 8 of the Ordinance. The membership of the Committee is shown in
Appendix II. | :

0. ‘The Prisoners’ Education Trust Fund Committee is to make policy
decisions as well as decisions on the granting of financial assistance to

3




individual prisoners. Under Section 9 of the Ordinance ‘the trustee mayr
invest any moneys of the fund in such trust investments as may be
recommended by the Investment Advisory Comrmttee and approved by the
| Prisoners’ Education Trust Fund Committee. -

Allocation of Funds on Investment

10. The Investment‘Advisory Committee held meetings on 10 May 2012
and 30 November 2012 to make recommendations on the allocation of funds
~ on investment, The recommendations were approved by the Prisoners’
Education Trust - Fund Committee. ~~ The following investment
recommendations were executed: R

-On 4 June 2012, one of the CNY time deposits of CNY¥418,664.54
together with the interest of CNY¥1,613.60 thereon were converted to a
total amount of HK$511,688.64 at exchange rates.of 1:1.2175. f
-On 5 June 2012, another CNY time deposit of CNY¥689 260.55 together
with the interest of CNY¥2, 627 81 thereon were converted to a total
amount of HK$843,065.97 at exchange rates of 1:1 2185, :

-On 5 June 2012, an amount of HK$1,134,754.71 was placed into a HKD.
time deposit with the Bank of East Asia, Limited at:an interest rate of 1% |
per annum for three months. | | | |

-On 12 June 2012, one lot of USD bond 7.625% due on 9 Aprll 2019 of the
nominal value of US$1OO 000 issued by the Hutchison Whampoa-
International (09) Limited was bought at 125.58%. '

-On 14 February 2013, the Hutchison Whampoa Bond 6.5% of nominal
value of US$90,000 was redeemed by the issuer while it was mature., The -
proceeds were switched to HK$69'76,870 and placed into the HKD savings
account of the Hongkong and Shanghai Banking Corporation Limited.

-On 28 March 2013, HK$6OQ,00_O was converted into CNY¥479,808.08 at
an exchange rate of 1:1.2505. The capital was placed into a CNY time

“deposit account of the Bank of East Asia, Limited at an interest rate of
2.25% per annum for six months. d' | : |

A summary of the investments is included in Appendix IIL



Financial Assistance

11 : Follewing the Prisoners’ Education Trust Fund Committee meetings
held on 23 April 2012, 22 August 2012 and 19 December 2012 to consider

applications for financial assistance, a total sum of HK$228,311 was approved

for payment of external examination fees, course fees and reference books for

144 successful applicants. Only the income generated from the fund was

used to pay for the above-mentioned fees.

:Ac.cumulated Fund

12. The accumulated fund as at 31 March 2013 amounted to
HK$6,771,406 including HK$5,196,882 in the capital account, HK$635,101

in the accumulated surplus account and HK$939 423 in the mvestment B

'revaluatlon reserve account,

Auditor

13. “In accordance with Section 7(2) of the Ordmance the Dlrector of :

Audlt was appointed the Audltor of the fund
14. . Audited statement of accounts for the fund has been prepared and the
- Auditor’s report and; the signed statement of accounts are attached at Appendix

Iv.

. Yote of Thanks

15.  L.wish to extend my thanks to the Chairman and members of the
Prisoners’ Education Trust Fund Committee, and all other officers who have

"contributed to the smooth functioning of the fund. I also wish to thank the.
Investment Advisory Committee, which has glven expert adv1ce on the '

investment of fund moneys.




16. Finally, my thanks are also due to the Director of Audlt for prov1d1ng
his professmnal serv1ce in aud1t1ng the accounts, ' : -

‘Cormmssmner of Corr ctional Serv1ces
_ Trustee of|the
Prisoners’ Education Trust Fund
- 15 October 2013
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Appendix 11
 Prisoners’ Education Trust Fund |
Statement of Investment as at 31 March 2013

- (a) (b) ®-@

Costat ~ Market Revaluation
I. Equities securities Holding  purchase value - gain
CLPHoldingsLtd. 5000 271,157 = 340,000 . 68,843

Hang Seng BankLtd. 2,900 ~ 292,688 361,050 68,362

Hong Kong & China 25,767%, 208,291 = . ‘581,274 | 372,983
Gas Co., Ltd. S L oL C

- HSBC HoldingsPLC 6,800 406,503 - 557,600 151,097

‘Hutchison Whampoa . 2,200 112,495 177,980 - 65485 =
Ltd. | T
MIR CorpLtd. -~ 16,500 296372 509,025 212,653

1587506 2526929 939423

'#Including bonus issue of 2,342 shares received on 21 June :2012.

(@) ) C ®-@

II Deb t securities Cost Market value  Difference
' » HK$ - HKS$ - HK$
USD100,000 nominal 779,207 813,328 34,121
value Govt of HKSAR ‘ : e R

5.125% due on
01.08.2014 at 101.70%
USD100,000 nominal 953,824 | 7979_,344 T 25;520 ,

value HUT WHA INTL
7.625% due on
09.04.2019 at 125.58%

1733031 1792672 59641



Appendix IV

Prisoners’ Education Trust Fund -

' Financial Statements for the year ended 31 March 2013



Audit Commlssmn
The Government of the Hong Kong Special Administrative Reglon '

A

Independent Audit Report
To the Legislative Council

I certify that I have audited the financial statements of the Prisoners’ Education Trust
Fund set out on pages 3 to 16, which comprise the balance sheet as at 31 March 2013,
and the income and expenditure account, statement of comprehensive income,
statement of changes in equ{ty and statement of cash flows for the year then ended,
and a summary of Sighiﬁcant accounting policies and other explanatory nformation. -

Commissioner of Correctional Services’ ‘Responsibility for the Financial
Statements : ‘ ' ' :

The Commissioner of Correctional Services is responsible for the preparation of
financial statements that give a true and fair view in accordance with section 7(1) of
the Prisoners’ Educanon Trust Fund Ordinance (Cap. 467) and Hong Kong Fihancial
Reporting Standards, and for such internal control -as. the Commissioner of
Correctional Services determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

My responsibility is to express an opinion on these financial statements based on my
audit, I conducted my audit in accordance with section 7(2) of the Prisoners’
Education Trust Fund Ordinance and the Audit Commission auditing standards.
Those standards require that I comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance about whether the financial statements are
free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor’s Judgment including the assessment of the risks of material misstatement of




the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation

- of financial statements that give a true 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 entity’s internal control. An audit

also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the Commissioner of Correctional
Services, as well as evaluating the overall presentation of the financial statements.

I believe that the audit evidence I have obtamed is sufficient and appropnate to
provide a basis for my audit opmlon -

Opinion

In my opinion, -the financial statements give a true and fair view of the financial
position of the Prisoners’ Education Trust Fund as at 31 March 2013, and of its

financial performance and cash flows for the year then ended in accordance with
‘Hong Kong Financial Reporting Standards and have been properly prepared in

accordance with section 7(1) of the Prisoners’ Education Trust Fund Ordinance.

/]

/_.

Frederick T C WONG | - Audit Commission
Principal Auditor ~- 26th Floor '
for Director of Audit 7 : Immigration Tower

7 Gloucester Road
28 June 2013 < - - Wanchai, Hong Kong
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Prisoners’ I\Educationw Trust Fund

The accompanying notes 1 to 14 form part of these financial statements,

h Balance Sheet as at 31 March 2013
Note 2013 2012,
- HK$ HKS$
Non-current Assets '
Available-for-sale financial assets ‘ 3 2,526,929 2,189,857
Held-to-maturity securities | 4 1,733,031 781,577
4,259,960 - 2,971,434
Current Assets
Held-to-ﬁmturity securities 4 - 715,146
Accounts receivable s 50,705 23,925
Time deposits S 6 1,741,537 2,167,946
Cashatbank T 719,204 133,975
2,511,446 3,040,992
6,771,406 6,012,426
Accum_ulated Fund
Capital | 5,196,882 4,808,402
Accumulated surplus 635,101 601,674
Investment re(/aluation reserve - 939,423 602,350
6,771,406 6,012,426

‘Commissioner of C¢frectional Services,
Trusteg of the
Prisoners' Education Trust Fund
28 June 2013
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Prisoners' Education Trust Fund
Income and Expenditure Account for the year ended 31 March 2013

Income

Interest income
Dividends

Exchange gain

Expenditure

Financial assistance to prisoners
Educational facilities for prisoners

Exchange ldss

S_urpli.ls for the year

Note

2013

HK$

97,311

81,653

178,964

(106,098)

- (18,191)
| (21,248)

(145,537)

33,427

The accompanying notes 1 to 14 form partof these financial statements.

2012

HKS

79,095

- 65,509

43,286

187,890

(61,112)

(10,834)

(71,946)

115,944



. . \ |
* Prisoners' Education Trust Fund
Statement of Comprehensive Income for the year ended 31 March 2013

2013 2012

HK$ HK$
Surplus for the year 33427 115944

Otl:_ner compréhehsivé income / (expense) |
Available-for-sale financial assets

Fair {'alue changes on revaluation 337,073 (116,089)
‘Totai comprehensive income / (expense) for the year _ 370,500 ( 145)

The accompanying notes 1 to 14 form part of these financial statements.
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Prisoners' Education Trust Fund

Statement of Changes in Equlty for the year ended 31 March 2013

Balance at 1 April 2011 .
Donations received for 2011-12

- Total comprehensive expense fqr 2011-12

Balance at 31 March 2012

Donations received for 2012-13

Total comprehensive income for 2012-13

Balance at 31 March 2013

Investment

Accumulated_ Revaluation
- Capital Surplus Reserve Total
‘HK$ HK$ HK$ HK$
4,677,898 485,730 718,439 5,882,067 7
- 130,504 - - ‘ 130,504k
- 115,9’44 (116,089) (145)
4,308,402 601,674 602,350 | 6,012,426
388,486 - - ; 588,480
- 33,427 337,073 370,500
5,196,882 - 635,101 939,423

6,771,406

The accompanying notes 1 to 14 form part of these financial statemeﬁts.




Prisoners' Education Trust Fund
.Statement of Cash Flows for the year ended 31 March 2013

2013

S 2012

-HKS$ - HK$

Cash flows from operating activities AT ,

Surplus for the year » _ ' 33,427 115,944

Interest income S o o (97,311) (79,095)

Dividends - . (81,653) (65,509)

Exchange adjustments ' : " 21,248 © (43,286)
Net cash used in operating activities : R (124,289) --(71,946)
Cash flows from investing activities _ : _

" Interest received ‘ R 100,646 99,273
Dividends received , - o 73,739 71,881
Purchase of held-to-maturity securities ‘ 4 o - (975,882) -
Proceeds from redemption of held-to-maturity securities - 696,870 -
Decrease / (Increase) in time deposits with original maturity A -

over three months : N - - 766,570 - (508,533)

" Net cash from / (used in) investing acﬁvities - ‘ o Do 1661,943' (337,379)

Cash flows from financing activities | , |

Donations received ,. ‘ 388,480 © 130,504
Net cash from financing activities | | 388,480 , 130,504

Net increase / (decrease) in cash and cash equivalents . 926,134 . (278‘,821)
Cash and cash equivalents at beginning of year - _ 935351 1,214,172
Cash and cdsh equivalents at end of year - 1,861,485 935,351
Analysis of the balances of cash and cash equivalents ' ‘ '
Time deposits with original maturity within three months 1,142,281 801,376
Cash at bank ' 7 © 719,204 133,975
| 1,861,485 935,351

The accompanying notes 1 to 14 form part of these financial statements.
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Prisoners™ Edﬁcation Trust Fund -
Notes to the Financial Statements

1. General

I - The Prisoners’ Education Trust Fund (the Fund) was established for the purposes of
providing financial assistance to individual prisoners, on application, in their efforts to
obtain education and providing educational facilities for prisoners in accordance w1th
~section 4 of the Prisoners’ Education Trust Fund Ordinance (Cap. 467).

The address of the Fund’s prmc:lpal place of busmess is 24/F, Wan Chai Tower,
12 Harbour Road, Hong Kong. '

‘2. Significant accounting policies

(a) Statement of eomphince '

The financial statements have been prepared in accordance with section 7(1) of
the Prisoners’ Education Trust Fund Ordinance and all applicable Hong Kong
Financial Reporting Standards (HKFRSS) 1ssued by the Hong Kong Instltute of
Certified Public Accountants

(b) Basis of preparation

The financial statements have been prepared on an accrual basis and under the
historical cost convention except that available-for-sale financial assets are stated
at fair value as explained in the accounting policies set out in note 2(d) below.

The preparation of financial statements in conformity with HKFRSs requires
management to make judgements, estimates and assumptions that affect the
application of policies and reported amounts of assets, liabilities, income and
expenditure. The estimates and associated assumptions 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 from
other sources. - Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis.
Revisions to accounting estimates are recognised in the period in which the
estimate is revised if the revision affects only that period, or in the period of the
revision and future periods if the revision affects both current and future periods.

There are no critical accounting judgements involved in the application of the
Fund’s accounting policies. There are neither key assumptions concerning the
future nor other key sources of estimation-uncertainty at the balance sheet date
that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities in the next year.




()

@

©

()

Adoption of new/revised HKFRSs

The Fund has adopted all new/revised HKFRSs which are effcctlve and relevant
to the Fund for the current accounting perjod. :

The Fund has not early adopted any amendments, new standards and

"interpretations which are not yet effective for thie current accounting period. The

Fund is in the process of making an assessment of what the unpact of these
amendments, new standards and interpretations is expected to be in the period of
initial adoption. So far, it has concluded that the adoption of them is unlikely to
have a significant nnpact on the Fund’s results of operatlons and financial
position. - ‘

Available-for-sale financial assets

The Fund’s available-for-sale financial assets are classified as non-current assets
unless the Prisoners’ Education Trust Fund Committee intends to dispose of the .
investments within 12 months of the balance sheet date.

Purchases and sales of investments are recognised on the trade-dates on which
the Fund is committed to the transactions. Available-for-sale financial assets are
initially recognised at fair value plus transaction costs. At each balance sheet -
date, the fair value is re-measured and any unrealised holdmg gains or losses
arising from the change in fair value are recognised in other comprehensive

income and accumulated separately in the investment revaluation reserve. The

fair values of quoted investments are based on current bid-prices.
Held-to-maturity securities

Held-to-maturity securitiés are non-derivative financial assets with fixed or

‘determinable payments and fixed maturity which the Fund has the positive

intention and ability to hold to matunty

Held-to-maturity securities are carried at amortised cost using the effective
interest method less impairment losses, if any.

The effective interest method is a method of calculating the amortised cost of a
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 through the expected life of the financial asset or, when appropnatc a
shorter period to the net carrying amount of the financial asset. :

Impairment of financial assets

The carrying amounts, of held-to-maturity securities and avaﬂable for-sale
financial assets are reviewed at each balance sheet date to determine whether
there is objective evidence of impairment.

For held-to-maturity securities, if any such evidence exists, an impairment loss is
recognised in the income and expenditure account as the difference between the

-9-
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(2)

(h)

@

9

asset’s carrying amount and the present value of.estimated future cash flows
discounted at the asset’s original effective interest rate. If in a subsequent period, .
the amount 'of such impairment loss decreases and the decrease can be linked
objectively to an event occurring after the impairment loss was recognised, the
impairment loss is reversed through the income and expenditure account. A
reversal of impairment losses is limited to the asset’s carrying amount that would
have been determined had no impairment losses been recognised in prior years.

When there is objective evidence that an impairment loss on ‘available-for-sale

~ financial assets has occurred, the cumulative loss - measured as the difference

between the acquisition cost and the current fair value, less any impairment loss
on that financial asset previously recognised in the income and expenditure
account — is removed from the investment revaluation reserve and recognised in
the income and expenditure account. Impairment losses for equity securities are
not reversed through the income and expenditure account. Any subsequent

increase in the fair value of such assets is recognised in other comprehensive

income and recorded in the investment revaluation reserve.

Donations

Donations are credlted to the Accumulated Fund Capltal Account -on actual

roce1pt

Foreign currency translation

Hong Kong doliar is the currency of the primary economic environment in which
the Fund operates. Foreign currency transactions during the year are translated
into Hong Kong dollars at the exchange rates ruling at the transaction dates.
Monetary assets and liabilities denominated in foreign currencies are translated
into Hong Kong dollars at the exchange rates ruling at the balance sheet date.
Exchange gains and losses are dealt with in the income and expcndlture account.

Revenue rccog_nition

Interest income from barnk deposits is recognised on a time-proportion basis with
reference to the principal amounts outstanding and the applicable interest rates.

Interest income from other interest-bearing f1nanc1al assets is recogmsed on an
accrual basis using the cffectlvc 1nterest method. ‘ s

Dividend income is recognised when the Fund's right to receive payment is
established. : ‘

Cash and cash equivalents

For the purpose of the statcment of cash flows, cash and cash equlvalents
comprise cash on hand, demand deposits and other short-term highly liquid
investments that are readily convertible to a known amount of cash and-are
subject to an insignificant risk of changes in value, havmg been within three

- months of maturity when acquired.

-10 -




3 _ Available-for-salé financial assets

Equity securities

Listed in Hong Kong, at fair value

4. Held-to-maturity securities

. Debt securities

Listed in Hong Kong, at cost
Less : Amortisation of premium

Classified as
Non-current assets
Current assets

5.  Accounts receivable

Interest receivable
Dividends receivable

6.  Time Deposits

- Deposits with original maturity over 3 months
Deposits with original maturity within 3 months

7. Cash at bank

Current account
Savings accounts

7

11-

- 2013

HK$

.2,526,929

2013
HKS$

1,764,381

~ (31,350)
1,733,031

1,733,031

1,733,031

2013
HK$

- 35,403
15,302

" 2013

HK$

599,256

1,142,281
1,741,537

2013

 HKS

56441
. 662,763
719,204

2012
HKS$

2,189,857

2012
HKS$

1,553,053

-(56,330)
1,496,723

781,577
715,146

- 1,496,723

2012
HKS$

16,532
7,393

23,925

- 2012
HK$

1,366,570

801,376
2,167,946

. 2012

'HK$

60,730
73.245

133,975



8. Interest income -

2012
HK$ HK$
Bank interest - 10,219 13,673
Bond interest 126,385 | 85,398
Less: Amortisation of premium for the year (39,293) (19,976)
» - 87,092 65,422
97,311 . 79,005
9.  Financial risk management
(a) The Fund’s major financial instruments include available- for-sale financial -

2013

" assets, held-to-maturity securities and bank deposits. The maJor risks assoc1ated
with these financial instruments are set out below. ‘

()  Credit risk

Credit risk is the risk that one party to a financial instrument will fail to -
discharge an obligation and cause the other party to incur a financial loss.
The maximum exposure to credit risk as at the balance sheet date in -
relation to each class of financial assets is the carrying amount of those

assets as stated in the batance sheet.

To minimise fhe credit risks arising from bank deposits, all time deposits
~ are placed with reputable licensed banks in Hong Kong. To minimise
credit risks arising from held-to-maturity secunnes only those classified

,Standard & Poor’s was as follows

Debt securities by credit rating
Aal to Aa3/ AA+to AA-
Alto A3/ A+t A-

2013
HK$

779,207

953,824

1733.031

under the investment grade by Moody’s or Standard & Poor’s are
- considered. At the balance sheet date, the credit quality of investments in
debt securities analysed by the lower of ratings des1gnated by Moody’s or

2012

781,577

715,146
1,496,723




(i)  Market risk

The Fund is exposed to market risk due to changes in market variables
such as equity prices and interest rates. ‘ ‘

O3

)

Equity price risk

The Fund maintains a diversified portfolio of investments.. The
Investment Advisory Committee and the Prisoners’ Education
Trust Fund Committee monitor the performance of the portfolio
and regularly review the investment strategy of the Fund in the
management of equity price risk. If the market prices of the

_ respective equity securities had been 10% (2012 : 10%)
higher/lower, the balance of the investment revaluation reserve of

the Fund would have increased/decreased by about HK$253,000
(2012 : about HK$219,000). The sensitivity analysis was based
on the carrying amount of equity securities held by the Fund at the
balance sheet date and on the assumption that all other variables
were held constant. " o

Interest rate risk
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

rates. Since the Fund’s held-to-maturity securities and time

* deposits bear intérest at fixed rates, their fair value will fall when

market interest rates increase. However, as they are all stated at
amortised cost, changes in market interest rates will not affect
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. It is estimated that as at 31 March 2013, a general
increase/decrease of 50 basis points (2012: 50 basis points) in
interest rates, with all other variables held constant, would
increase/decrease the Fund’'s surplus for the year by
approximately HK$3,300 (2012: HKS$400). The sensitivity
analysis was determined assuming that the'change in interest rates .
had occurred at the balance sheet date and had been, applied to

interest-bearing bank balances in existence at that date. The 50

basis points increase/decrease represents the Fund’s assessment
of a reasonably possible change in interest rates over the period

until the next balance sheet date.




3)

The Fund’s exposure to interest rate risk, based on-the major
interest-bedring.assets stated at carrying amounts at the balance
sheet date and categorised by the earlier of contractual repricing

dates or maturity dates, is shown below: - S

, 2013
Repricing period

Over 3 Over1 oo
Upte3 months yearto5 Over5

months to 1 year years years Total
HK$ HK$ HKS$ -HK$ HKS$ -
Held-to-maturity - - 779,207 953,824 1,733,031_'
securities . '
Time deposits 1,142,281 599,256 - - 1,741,537
1,142,281 599,256 779,207 953,824 3,474,568
i 2012
‘Repricing period .
‘ Over 3 Over 1 Over
Upto3 months  yearto 5 5
months to 1 year years years Total
. HK$ HK$ HK$ HKS$ HK$
Held-to-maturity - 715,146 781,577 - 1,496,723
securities - o L
Time deposits 2;16’7,946 - : - 2,167,946

2,167,946 715,146 781,577 - 3,664,669

Foreign currency risk
(1)  Exposure to currency risk -

The Fund maintained net financial instruments
- denominated in US dollars and Renminbi at a total of
USD228,965 (2012 : USD195,314) and CNY479,928.
(2012 : CNY1,110,675) respectively at the balance sheet
* date. As Hong Kong dollar is pegged to the US dollar
within a narrow range, it is considered that the Fund had
no significant exposure to foreign exchange risk relating
to this currency. Since no foreign currency rate hedging is
made by the Fund for Renminbi, the carrying amount of
the financial instruments in Renminbi represents the
maximum exposure of the Fund to foreign currency risk.
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Sensitivity analysis

It was estimated that as at the balance sheet date should

the Renminbi strengthen/weaken by 5% (2012: 5%)

- against the Hong Kong dollar, with all other variables

being held constant, the surplus of the Fund for the year
would increase/decrease by HK$29,970 (2012:

 HK$68,500).

 The above sensitivity analysis has been determined

(iii) Liquidity risk

assuming that the change in foreign exchange rate had
occurred at the balance sheet date and for financial
instruments in existence at that date. The 5% (2012: 5%)
strengthening/weakening in Renminbi represents the
assessment by the Fund of a reasonably possible change in
foreign exchange rate over the period until the end of next
year. ;

» In the management of liquidity risk, the Fund maintains a level of cash
and cash equivalents that is considered adequate to finance its operations
and mitigate the effects of fluctuations in cash flows.

) Fair value hierarchy of financial instruments

The following table presents the carrying values of financial instruments
measured at fair value at the balance sheet date according to the fair
value hierarchy defined in HKFRS 7 Financial Instruments: Disclosures, with the
fair value of each financial instrument categorised in its entirety based on the
lowest level of input that is significant to that fair value measurement. -

Assets

Available-for-sale financial assets

- Listed equity securities

2013 - 2012

Level 1 Total  Levell = Total
HKS$ HK$ = HK$  HE$
2526929 2526929 2189857 2.189.857

No financial instruments were classified under Level 2 or Level 3. During the
year, there were no significant transfers between 1nst1’uments in Level 1 and
Level 2. :




10.

11.

12,

13.

14.

The three levels of the fair value hierarchy are:-

Level 1 (highest level): fair values measured using quoted pI'lCCS (unadjusted) in.
active markets for identical financial instruments.

Level 2: fair values measured using quoted prices in active markets for similar
financial instruments, or using valuation techniques in which all significant

inputs are directly or indirectly based on observable market data.

Level 3 (lowest level): fair values measured using valuation techniques in wh1ch
any significant input is not based on observable ma.rket data -

Capital management

The capital structure of the Fund consists of capital, accumulated surplus and investment
revaluation reserve. The Fund’s objectives when managing capital are: :

- to comply with the Prisoners’ Education Trust Fund Ordinance' and

- to maintain a capital base for carrymg out the purposes of the Fund as stated in note 1
above. ‘

The Fund manages its capital to ensure that its level is sufficient to fund future
expenditure, taking into account projected cash flow reqmrements future financial
obligations and commitments. : : -

Commitments

As at 31 March 2013, there were commitments totalling HK$63,056 (2012 :
HK$118,341) being the outstanding balance of approved grants payable upon the
registration/enrolment of the grantees with the relevant examination bodies aud institutes
or-the procurement of learning aids/equipment for the grantees. i -

Cost of administering the fund

The cost of administering the Fund has been borne by the Gouemment of the Hong Kong
Special Administrative Region in accordance with section 10 of the Prisoners’ Education
Trust Fund Ordinance. :

Fair values of financial assets

All financial assets are stated in the balance sheet at amounts equal to or not matenally
different from their fair values. :

Comparative figures

Certain comparative figures have been restated to conform with the current year’s
presentation. - ‘
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