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Report by the Commissioner of Correctional Services,

Trustee of the Prisoners' Education Trust Fund

for the period 1 April 2013 to 31 March 2014

Introduction

The Prisoners' Education Trust Fund Ordinance (CAP 467,
"hereunder referred to as the Ordinance) was passed into law by the Legislative
Council on 29 March 1995 and enacted 01) 30 March 1995.

2. In accordance with Section 5 of the Ordinance, 'the Commissioner of
Correctional Services shall be the trustee,' and as required by Section 7 of the
Ordinance, I 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 Auditor' sReport and my report on the,
administration of the fund for the period 1April 2013 to 31 March 2014.

3. The fund was initially founded by a .generous donation of
HK$250,000 by the Hong Kong Bank Foundation in 1992. The objective of
the fund is to provide financial assistance in the form of grants for individual
pri~oners to,'sit for public examinations, cover course ,enrolment fees, procure
textb<?oksor studying aids, and to procure educational facilities for prisoners.

4. Further donations ofHK$6,859,412 were received in the twenty-two
years ended 31 March 2014 including the following donations for the total
amount of HK$1,912,530 received in the period from 1 April. 2013 to 31
March 2014:

-'HK$l ,000,000 from the Care of Rehabilitated Offenders Association
Limited
- HK$300,000 from Chungshan Commercial Association, Hong Kong
~HK$l, 100 from ~right Services 'Company Limited
~HK$350 from Mr. SIN Yat-kin, SBS, CSDSM, Commissioner of
Correctional Services
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- HK.$250,000 from Tung Sin Tan
~lIK$l 00,000 from Mr. YEUNG Man-lee, Jp
-HK.$60 from Mr. YAU Chi-chiu, CSDSM, Deputy Commissioner
- Proceeds of HK.$15,045 generated through the s.ale of industrial products
manufactured by persons in custody in the 48th Hong Kong Brands and
Products Expo from the Correctional Services Department

i

- HK.$50,000 from Dr. HO Wai-kuen, Executive Ch':lirman of Merchants .
Support for Rehabilitated Offen,ders'Committee Limited

. - HK.$7,500 from Mr. LEUNG Siu-on Clifford, 2nd Vice-chairman of the

Lok Sin Tong Benevolent Society, Kowloon
- HK.$80,000 from CRA Benevolent Fund Limited
- HK.$100,000 from the Correctional Services Department Sports

Association
-HK.$8,475 from the Donation Box set up at the Hong Kong Correctional
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 for individual prisoners, and
a portion of the capital may be utilized to fund the provision of educational

I • •

facilities for prisoners.

Object of the Fund

6. In accordance with Section 4 of the Ordinance, the trustee sha~l apply
the fund in such a manner and to such extent as the Prisoners' Education Trust
Fund Committee may direct for the following objectives: -

(a) the provision of financial assistance to individual prisoners, on
application, in their efforts to obtain education; and

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

7,. The Prisoners ' Education Trust Fund Committee was -formed in
accordance with Section 60f the Ordinance. The membership of the
Committee is shown in Appendix 1.

8. The Investment Advisory Committee was formed in accordance with
Section 8 of the Ordinance. The membership of the Committee is shown in
Appendix II.

9. The Prisoners' Education Trust Fund Committee is to make policy
decisions as well as decisions on the granting of financial assistance to
individual prisoners. Under Section 9 of the, Ordinance, the trustee may
invest any moneys of the fund in such trust investments as may be
\reco~ended by the Investment Advisory Committee and approved by the
Prisone-rs' Education Trust Fund Committee.

Allocation of Funds on Investment

10. The Investment Advisory Committee held meetings on 10 May 2013
and 8 November 2013 to make re-commendations on the allocation of funds on
investment. The recommendations were approved by the Prisoners'
Education Trust Fund Committee. The following investment
recommendations were e~ecuted:

- On 21 May 2013, an amount of HK$1,500,OOOwas placed into a HKD
time deposit with the Bank of East Asia, Limited at an interest rate of
0.90% per annum for six months.

- On 27 November 2013, 3,000 HSBC shares were purchased at a unit
price ofHK$86.55 with a settlement amount of-HK$261,255.48.

-Asummary of the investments is included in Appendix III.
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Financial Assistance

11. Following the Prisoners' Education Trust Fund Committee meetings
held on 30 April 2013, 23 August 2013 and 19 December 2013 to consider
applications -for financial assistance, a total sum of HK$144, 790 was approv~d
for payment of external examination fees, course fees and reference books for
126 successful applicants. Only the income generated from the fund was
used to pay for the above-mentioned fees.

Accumulated ,Fund

12. The accumulated fund as at 31 March 2014 amounted to
HK$8,553,839 including HK$7,109,412 in the capital account, HK$695,439
in the' accumulated surplus account a~d HK$748',988 in the investment
revaluation reserve account.

Auditor

13. In accordance with Section 7(2) of the Ordinance, the Director 'of
Audit was appointed the Auditor 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.

Vote of Thanks

15. I 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 Corrinlittee, which has gIven expert advice on the
investment of 'fund moneys.
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16. Finally, my thanks are also due to the Director of Audit for providing
his professional service in auditing the accounts.

in)
Commissioner of C rrectional Services

Truste of the
Prisoners' Educ ion Trust Fund

10November 2014

'\ .
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Appendix I

. Prisoners' Education Trust Fund Committee

Chairman Dr. Hon LAM Tai-fai, S.B.S.,B.B.S., J.P .., appointed by the

Secretary for Security

,Members : Ms. KEUNG Yuen-kwan, Agnes, appointed.by the Secr~tary for

Security

Representative of the Commissioner of Correctional Services -

Mr. CHAN Kin-chung, Mathias

Senior Superintendent (Rehabilitation)

Mr. WONG Ghao-hing, Andrew

Superintendent (Officer in charge of the Rehabilitation Unit

Two of the Correctional Services Department)

Ms. SIU Pui-fan

Principal II (Officer in charge of the Education Unit of, the

Correctional Services Department)

Hon ': Mr. PUNG Bing-sum, Senior Treasury Accountant

Treasurer (Correctional. Services Department)

Hon : Mr. LEUNG King-yuen,Education Officer

Secretary (Correctional Services Department)



Prisoners' Education Trust Fund

Investment Advisory Committee

Chairman' : Dr. CHENG Kam-chung, Eric,B.B.S.,M.H., J.P.

(appointed 'by the Secretary for Security)

Members : Ms. CHOY Chi-ting, Eva

(appointed by the Secretary for Security)

Dr. CHU Yuet-wah, Pollyana

"(appointed by the Secretary for Security)

Mr. YIP Chun-nam, Stephen, B.B.S.,M.H.,J.P.

(appointed by the Secr~tary for Security)

Mr. LAM Hung, Allan

(appointed ~y the Secretary for Security)
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Prisoners' Education Trust Fund
Statement of Investment as at 31 March 2014

(a) (b)
Cost at Market~

I. Equities securities Holding ,purchase value'
HK$ HK$

Appendix III

(b) - (a)
Revaluation

gaIn
HK$

CLP Holdings Ltd. 5,000 271,157

Hang Seng Bank Ltd. 2,900 292,688

Hong Kong & China 28,343# 208,291
Gas Co., Ltd.

,292,250

- 357,570

478,430

21,093

64,882'

270,139

HSBC Holdings PLC

Hutchison Whampoa
Ltd.

MTR Corp Ltd.

9,800 667,759 769,790 10,2,031

2,200 112,495 226,160 113,665

16,500, ~296,372 . 473,550 177,178

1,848,762 2,597,750 748,988

#Includingbonus issue of2,576 shares received on 24 June 2013.

(a) (b) (b) - (a)

II. Debt securities Cost Market value Difference
HK$' HK$ HK$

USD100,000 nominal '776,521 . 786,052 9,53.~
value Govt of HKSAR
5.125% due on
01.08.2014 at 101.70%

USD100,OOO nominal 926,213 935,362 9,149
value HUT WHA INTL
7.625%,due on
09.04.2019 at 125.58%

1,702,734 1,721,414 18,680



Prisoners' Education Trust Fund

Financial Statements for the, year ended 31 March 2014 '



Audit C,ommissi,ori '
The Gov~rnment of the Hong Kong Special Administrative Wegion

Independen~ Audit Report .

,To the' Legisla~ive Council

... 1certify that I have audited the financial statements of the Prisoners' Education Trust
Furid set out on pages:3 to ,16',which comprise the balance sheet as"at 31 March 2014,
arid the income "and expenditure account, statement of. c~mprehensive income,
statement of changes in. equity 'find statement of cash flows-for,the 'year their ended,:.
and a summary of signifi~ant accounting policie~ and other explanatory information.

Commissioner of' Correcti'onal Services' Respon'sibility, for, the Financial',
Statements . .

The COlllInissioner.of Correctional Services is responsible for. the preparation of-
fjn'ancial statements that give a'true and fair view in accordaflce, with section 7(1) of
the Prisoners' Educ~tion Trust, FunG O];dinanc~.(;Cap. 467) and Hong Kong Financial
Reporting Standards, arid .for such- internal control as' the C~mmission~r of
C,orrectional Services detepnines 'is necessary to 'enable ,t~e-prepatati~n. of fin'ancia1

, statements that are free from material misstatement, whether due to ,fr~ud .or error.

Auditor's 'Responsibility

My responsibility is to express an opinion on th~s~ financial statements based on rriy
audit. 'I, conducted my au~it in accordance with section 7(2), of the Prisoners'
Education Trust Fund. O~dinanc~ and the Audit Comrlussion auditing standards 0 •

Those standards reqUire that Icomply with ethical requirement~ and plaii arid perform
the audIt to obtain reasonable"assurance about whether the financial statements are
free fr.om material misstatement.

An audit involves perfotming.procedures to obtain auditevidenc'e about the amounts
'and disclosures in the, finan~i~l 'statements.. The procedures selected depe't:ld,on the
auditor',s j':ldgment, including the assessment 'of the risks ofmate~ial misstatement of
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the. financial statements,', whether due to fraud or error." In making those, risk
asses'sment~~ the auditor considers internal control reJevant to the entity's-prep~ation
of financial statements that giye a true and fair view in order to design audit
procedures that are appropriate in the circumstances, but npt for thepUrpos~ of.

-'e~pressing ~ opinion on'the effectiveness of the entity's internal control. An audit
also.j~cludes .evaluating the appropriateness 'of accounting policies used and the
r~asonablen_ess ~f accounting' estimat~s .made by the Commissioner of Correctipnal.
Services, as well as evaluating th,e overall presentation -ofthe financi,al statements.

I believe that the auditeviden~e I. have obtained is sufficient and appropriate. to
provide a basis. for my audit opinion. '

Opinion.

In my .opiniqn, the .finan~ial statements give. a true and fair view of the fin~nciCl:I
position of the Prisoners' Education Trust Fund as at 31 March 2014,and.of its
financ~aJ performance and c~sh flows for- the 'year then ended in acc.ord~ce with
Hong. :Kong ,Financial Repprting Standards and ~have been prop~rly prepared in'
ac~o~dance with section. 7(1) of the 'Prisoners' Education Trust Fund Ordinancep

i,

Frederick TC WONG
Principal Auditor
for Director of Audit

27 June 2014
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, Prisoners' Education T(ust Fund
BaJanee Sheet as at 31'Mareb 2014

Non'~current Assets

Available-far-sale financial assets

Held-to-m~turity securi~ies

Current AsS'ets 1';

Note

3

4

2014
HK$

.. 2,5-97,750

926,213

3~523,963

2013
HK$

2,526,929

1,733,031

4~259,960

Held-to-maturity ~ecutities

'Accounts receivable

Time deposits

Cash and, cash equi~alents '

,Ac,cumulated Fund,

4, 776,521
I

5 59,411 50,705

6 3,267;662 599,256

7 9.26,2,82 , 1,861,485

5,029,876 ' ,2,511,446,

8,553,839 6,771,406

,Capital'
. "

Accu~ulated s~rplus'

. Investtrient revaluation reserve

7,109,412

.695,439,

748,9~8 , '

5,196,882 '

635,101

939,423 .

6,771,406

The accom~anying notes 1 to 13 ~orm.part of these final1cial statements.

(. at in)
, Commissioner of' rrectional Services~

Trust of the
Prisoners' Edu tion Trust Fund \

"'27 Ju ,2014
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. .

. .. . Prisoners' Education Trust Fund .. .
. Income and Expenditure Account for the year end~d 31 Marcb 2014

Income.

Interest income .

Dividends

Expen~iture ..

. ,Financial assistanc.e to prisoners
. .

Educational facilities for prisoners,
. .

Exchange loss

Surpl-us for the year

.Note

8

2014
HKS .

.105,526

86,111

191,637 .

.(101,240) .

(28,716)

,(1,343)

(131,299) .

60,338

2013
.HKS

97,311

81~653

178',964

(106,'998).

(18,191)

. (21,,248)

(145,537)

33,427

,The aC'companying notes 1.to 13 form' part of these financial state~ents.
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. Prisoners'Education Trust Fund
.Statement of Comprehensive :Income for the year ended 31 March 2014

Surplus for t.he year

Other compr~hensive (expense) / income' :',
, .. \ \ .

Items th~f'may 'be reclassified subsequently to surplus .or d~fi~it:
Available-far-sale financial assets.

l

2014 2013
HK$. HK$

60,338 '33~427

Net (Iosses)/gains on revaluat~on .

Total comprehensive (expense) / incom~for the ye~r
. \

The a~companying notes 1 to 13. form part of these financial statements.
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Prisoners" Education Trust Fu'odJ .' .'

.Statement of Changes inEquity for the year ended 31March2Q14
, -;.' -, .

. Balan~e,at 1 April.2012

Donations received for 2012~13 '.

Tot.f\l comprehensive 'income for 2012-13

J3alance at 31 March 2013 :

. , DonatiQhs received for 2013.-14

Total comprehensive "expense f~r 2013-14"

B'alance .at 31 March- 2014

'~nv'estment
Accumulated Revalllation

Capital Surplus Reserve T'otal
.aKS HK$ HK$ HK$

• I

'4,808,402 . 601,674 602,350 6,O12,4~'6

388,.480 388,480

33,427, " .337,073 370,500

5, 196'~8.82 635,101 939,423 '6,771,406 :

1;912,530 1,912,530

... 60,338 .. (190,435) (13,0,Q~7)

7,1.09,412. " 695,439 74.8,988 '.8,553,839.

jJle .accompanying noteS 1 t'O13 form part of these fin~ncial statements. -'
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Prisoners' Education Trust Fund
State~ent of Cash FI~ws for the y~ar,ended '31 March 2014

Note 2014
.HKS

.2013
HKS

Net cash (used in) I ~rQm investing activities

Cash flow:s from financing :activities
.Donations received

Cash flows from operating activities
.'Surplus for the year :
Interest. income
Dividends'
~,xchange, ,loss,

N.et cash used in operating ac~ivities

Cash, (lows from. Investing activities
Interest received .
Dividends received
Purchase' of available-far-sale financial assets/

I h.eld-to-matUrity ,securities
P~oceeds from.redemption ofheld-to-matu~ity securities

: ,.(Increase)./ Decrease iIi time deposits with 'original maturity
over three.mo"nths' . .

Net cash from financing activities
t.' I .' \

'Net (de~r.ease) / increase in. cash an~ cash equivalents
, Cash ,a?d cash equivalents at beginning of year

: Cash and cash equivalent~at end of year . .'.7

60,338
" (105,5~6)
(86,111)
. 1,343

125,015
'86,968

(261,256)

(2,668,504)

(2,717,777)

1,912,530

1,912,530

(935,203)
1,861,485"

926,282

33,427
(97,311)
(81,653)
'21,248

(124,289)

100,646
73,739

(975~8'82)
6'96,870

766,570

661~943

388,480

388,480

926,134
935,351

1,861,485

The.:acco'mpanyi.ng notes 1 to 13 forin part ofthe~e financiaf'statements.
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, Prisoners~ Education Trust Fund
Notes to the'Financial Statements

1. 'General

The Prisoners' Education Trust ,;Fun4(the F,~nd) was 'established for the purposes of:
. providing financ'ial assistance to individual prisoners; o'n app.lication, in their efforts to
, .obtain education 'and providing e,ducational facilities 'for pri~oners in accordance 'with

section ,4 of the Prisoners' Education Trust Fund Ordinance (Cap. 467). '

The .address of the "Fund's principal pl~ce of business is 24/F, Wari~ Chai Tower,
12 Harbour.Road, Hong Kong.

2. Significant accounting polici,es

(a) Statement of compli~nce.

The':fit'l:ancialstatements have been prepared in'~ccordance with section 7(1) of
the Prisoners' Education Trust .Fund Ordinance and all applicabl~ Hong Kong~
Financial Reporting Standards (HKFRSs) issued by the Hong Kong' Institu:te of
Certified Public Accountants. . .

(b) Basis ,0f preparation

'The fip.anci~lstatements'have"been prepared 'on an accrual'basis and under the
historical Cost convention e~cept that available-for-sale financial assets are stated
at fair value as explained in ~he accounting policies set out in note i(d)?elow.

The preparation.' of fulancial statement's in conformity with ..HKFRSs' requires
management to ma~e' judgements, e$timates and assumptions that affect the
application of policies and, report~d amounts of. assets, liabilities,"income and.
e~penditure. The estimates and associat~d(assumptions are 'based on e,xperience
and .various other factors '~that, are believed to '.be reasonable under the '
circumstance's,'the results ofwhjch form'the ~asis for maIqng judgements about
th~ carrying values,ofassets and li~bilitiesthat are not readily apparent from other,
sources~. Actual results may differ frOJ.l.l )these estimates~ '

The>estimates and underlying' assumptions are reviewed on an ongoing 'basis.
Revisions to accountit:tg estinlates are recognised in the period in which the
~stimate is revised if the.revision affects only that period, or in the period of the,
revisio,n,and fu~ureperiods if the revision affects both current and future periods.

Ther~ are no:. critical accountmgjudgements involved:,'inthe application of the
Fund's accounting policies. There are neither key assumptions concerning the
future nor other key sources 'of estimation' un~ertainty at the balance sheet date
that' have a significant risk of 'Gausing a material, adjustment' to the carry41g
amoun~s of assets and liabilitJesin the next yearn

( " - 8 _....
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(c) Adoption ofnew/revised':HKFRSs

The Fund h'as adopted the following new and revised HKFRSs for the frrsttime
which are applicable to the 'Fund ?nd effec.tive.for the current accounting per~od:

.Amendments toHKAS 1 (Revised) "Presentation of Financial Statements

. - Presentation ofltef!1s of Other COl1)prehensive.lncome"

HKFRS ,13 "Fair Value Measurement"

The. adoption of the new and revised HKFRSs has had no. significant impa~t on the '
reported results and the fmancial positi~n of the Fund.

The ,Fund has not early adopted any j' ame~ci~ents, new standards and
interpretationswhi;ch a~e not yet effective for the current acco'unting period. The
Fund is in the process\"\of making' an assessment .of what th~ impact of these
amendments, new standafds 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 impact on the Fund's r.esults ofoperations and 'f1l1ancialposition.

(d) Available-for-sale financial assets

The Fund's available-far-sale financIal 'assets are classified' as non-current assets
unless the Prisoners' Educ'ation Trust Fund Committe~ 'intendsto dispose 9fthe
,investments within 12 months of the balance sheet date.

Pur~hases ~d sales of.investinents are recognis'ed on the trade.;.dates on which' the
. Fund ~s comrilitted to the transactIons. Available- for-sale fmancial assets are
initially reco'gnised at fair value plus transaction"costs. ~Ateach balance, sheet date"
the fair value is re'-measured and any unrealised holding gains or ,losses' arismg
from the chan~e infair,value'are recognised .in other comprehe~sive income and

I accumulated separately'in the investment revalu'ation reserve. The fair values of
'quoted inves~me~ts are' based on current bid-:pric'es~

(e), . ,Held-to-maturity s~curities

Held-to-maturity securities are'n'on-derivative, financial assets 'with fiXed' or
,determinable payments and fixed maturity. which the Fund has the positi,:e
, intention and ability to hold to maturity. .

Held-to..:maturity securities 'are carried at amortised cost using the effective
int~rest metho~ less impairment losses, if any.

The effective interest method, is a method of calculating the amortised cost 'of ~
. financi,~.lasset and"of allocating the interes.t: 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 fmancial asset or, when appropriate, a
shorter period to the net carrying amount of the financial as'set. '

-9-



(t). Impairment of financial assets

The _carrying amounts. of held- to-maturity ,securities and availal?le-for~sale
- financial assets are reviewed at each balance sheet date todeteimine whether there

IS objective evidence of imp~irment .. ,

For held-to~Ihaturity securities, if any such evidence. exists, an impairment los~ is
recognised in the income' and expenditure account as thediffer~nce be~een_tl1e
~sset's ~arrying amount and. the present value of '~stimated' future cash flq~s
discounted at theass~t's original effective interest rate. Ifin a subsequent period,
the' amount. of suc~ impairmeJ;1t.loss .decreases .and the decrease can be linked
obJ~ctively to. an event 'occurring'after the impairment loss was re~ognised, the
impairment loss is'reversed through the ..income and expenditure accou:nt.. A
revers~l of impairment losses is limited to the asset',s.'carrying amount that would (
have been determined had no impairment losses been recognis~d in ,prior years.

When there is .objective. evidence th~t 'an'impairment loss on available~for ..sale
financial assets has occurred, the cumulative loss ~ measured as the difference
between the acq~isition,costand the current .fair .value, less any impa'irment loss on
that.firiancial assetprevio.uslyrecognised in.the~comean'd expenditure account ..
isremoved frort. the investment revaluatio,n reserve and recognised in the income
and exp~nditure.account. Impa~ent losse's for equity s.ecurities are not reversed
through the incom~and expenditure acc9unt. Any subseqqent increase in the .fair
v~lue' of such :assets is reco gnised in other comprehensive income and. reco'rded iIi
the investment revaluation res.erve. .

(g)' Do n,ations

,Do'nations' are credited to the 'Acc~mulatedFund - Capital Account on actual
"receipt. \

(h) F.preign currency translation .

Hong Kong. do nar is the curreIlcy of the prim~ry economic env'iro.nnient in which'
.. 'the' Fund operates. Foreign currency 'trarisactionsduting the year.are translated

into Hong. Kong dollars at the exchange rates n!lingat the transaction dates~
J i Monetary assets'"and llabilitiesdenomh1ated' in. foreign currencies are translated

mto Hong Kong dollars,<at t"he exchange rates ruling at the balance sheet date.
Exc~ange g':linshrid losses are dealt with in the~inco'J;neand exp~nditure, account ...'

.(i) Revenue recognition

.Interest'hic'orne ist~cognised as..it.accrues using the effective interest method.
'. \

'Dividend income is .recognised , when the Fund'S Tight to receive: payment is
established.

-1.0-
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(j) Cash' and cash equivalents

Cash and cash equivalents comprise. cash on hand,. demand 'depq'sits and ..other
sl)ort-tenn highly liquid inv~stments_ that, are' readily ~onvertible to a ',known .
amount qf cash' and are subject to an insignificant risl\ of changes in value~ h~ving
,been within three months ofm~turity when acquired.

2013
HK$

2013
HK$

599,256

2013
HK$

35,403
15,302
50,705

2013
'HK$

2013
,HKS

2,5'26,929

1,733,031

1,733,031

1,764,381
(31,350)

;1,7~3,031

1,142,281
56,441
662,763,

,1,861,485

2014
HK$

',76,4,85
849,797
926,282

.2014
HK$

2014
IIK$

44,96.6
14~445
5'9,4.1 r, "

2014 '
HK$

2()14
HK$

926;213
776,521

'1,702~734

3,267,662

1,763,194
(60,460)

, 1,702,734

,Interes~ receivab'e ,
Dividends receivable

...II ...

Equity securities
,Listed .~' Hong Kong~ at fair value

Debt securities
Listed in Hong Kong, at cost .
Less :,'Amortisation ofpr~m,ium

Classified as .
Non-current.~ssets .
'.Current assets

, D~posits wit~ original maturit):' over 3 months

, Deposits with o"riginalmaturity within 3.mo~ths
Current account

... Savings"accounts

6. ' Time d~posits

7. Cash and cash equivalents

,4. Held...to-matu~ity securities

.5. Accounts receivable, .

'3.', Available-for-sale financial assets



8. Interest income

Bank interest

Bond mterest
Less: Amortisation ofprenlium for,the ye~r

9. Financial risk management

'2014
'HK$

" 35,827

2013
HK$

10,219

(a)
, ,

The Fund's major financial llJ.strumentsinclude. available-for-sale financial assets,
held-to-maturity securities and bank deposits.' The major risks associated with
these fmanclal instruments are set out below. . '

,(i) , Credit risk
. . . . .

Credit risk is the riSk that one party toa financialinst~ment will fail to
discharge an obligation and cause the other p'arty to incur a:fIilancialloss. ,
The maximum expqsure to credit risk, as at the balance sheet ,date in ,
relation to each class of financial assets is the carrying amount of those
ass~~sas stated in the balance sheet: : ,- ,

. To minimise the credit risks arising from bank deposits, all time deposits
are placed with reputable licensed banks in 'Hong -Kong. ' To mlnimise
,cte~it risks arising from held-to-~aturity securities, only' those classified
•.under the. investment .grade "by Moody; s or Stand'ard, & Poor's are'
considered. At the balance sheet date, the credit quality of investments in
debt securities analysed by the lower of ratings designated by Moody's or
~tandard & Poor's was as follows:

Debt securities by credit rating
'Aal, to Aa3 f AA+ to AA-
Al to A3-'f A+ to A-
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,2014
, HK$.

776,521
926,2,13

, 1,702,734

2013
IIK$

'779,207'
953,824

l,733,q31



(ii) Market risk

The ~Fund is' e,xpos'ed to market ris~ due to changes in market variables
s':lch!'asequity prices and interest rates.

(1) Eq~ity price-risk

The Fund 'lllaintains ,a. diversified portfolio, of investments. The
'Investment "Advi~<?ry"Committee and the P~ison~rs' 'Educati~n
.Trust Fpnd Committee monitor the performapee of the portfolio .
and regularly ,review the ~vestinent ,strategy of the Fund in the
..management of equity price risk. If the market prices of the
respective equity securitie~ 'had been 10% (2013 : 10%)
higher/lpwer, the balance of the investment'revaluation reserve of
the 'Fund would have, increased/decreased by ab,out HK$264"OOO
(201,3 : about HK.$253,OOO). The sensitivity analysis was based on
the carrying amount of equity securities .held by the Fund at the
balance sheet d'ate and on the assumption that all other variables
'wer'e held constant. I

(2)' Interest rate risk

Interest rate risk is the risk of loss ,arising from ch~nges ~ market
interest rates. This can be further classified into fair value interest
rate ~isk and cash flow interest rate, ri~k.

Fair value interest rate risk is the' risk that the .value of a financial
instrument will 'fl~ctuate because of changes in m~rket interest

i rates.' Since .the Fund's ,held-to-maturity securities and time
'deposits bear interest at fixed rates, their fair value will fall ,when
market interest rates increas~!, However, as they are all stated at
amortise4 cost, changes in.market interest rates will 'not affect their
carrymg amounts and the Flllld's surplus and equity.

Cash flow interest rate risk ,is,the risk that ,future cash flows of a '
financial instrument will fluctuate becaus~ of changes in market
interest rates., The Fund is not exposed to material cash flow,
interest rate risk because, iIi~erest 'income trom fmancial
in,strul?ents be~ring ,interest ata floating rate is not significant.

Th~ Fund's exposure t() interest rate risk, based, on the ,..major
interest-bearing assets state,Q at carrying amounts at the balance
sheet d~te CJ.nd.categorised. by the earlier, o,f contractual repricing,
dates or maturity dates, is shown below: '

- 13-



2014
.Repricing period

Up to'3 .
months
,HK$

Over 3
~onths ..
to 1year
HK$

O,ver 1
,year to S.
year~
HK$

OverS
years
HK$

Total
. HKS,

Held~t~-maturity,
securities

776,521"" 926,213 l,702,734.

!ime. depos~ts 2,.657,741
.2,657,741

609,921 .. 3.,267,662
1,386~442 926,213. 4,970,396--~

2013
~epricingperiod

Up to 3
months
HK$

Over 3
months
t.o 1year
HKS.

Over .•
yeart~' 5
yeats

" HK$

Over 5
years
IlKS

. Total
HKS'

Held~to-inaturity
securities

Time deposits

779,207 953,824 1,733,031

1,142,~81 599,.256. 1,741,537
1,142,281 599,256' 779,20.7 953,824 3,474,568

(3) F,oreign.currency risk .

(1) Exposure to currency risk. \

The. .Fu~d. .maintained net financial mstruments'
denominated .in US dollars' and. Renminbi at a total of
USD225,847 (20.13 : USD228,965) and CNY49i,450.
{~OI3: CNY479,928)..respectively' at the balance sheet
date. As Hong Kong ~ollar is pegged t.o the .US' dollar
wi~.~ina narrow range, it is considered t4at the Fu.nd had no
significant exposure to foreign exchange risk relating to
this currency. 8mee no foreign currency rate.' hedging is
made by the Fund for R~nminbi, the carrying amount of the
financial instruments. ~ Rertminbi represents the maximum.
exposure ,of the Fund to foreign currency risk .

..14':' .



(2) Sensitivity analysis

It was estimated that as at the balance sheet date shoti~d the
Renminbi strengthen/we~ken by 5% (2013: 5%) against
the Hong Kong d:ollar, .with all other variables be'ing held'
constant, the surplus of the .Fund for the year. would
increase/decrease by ~$30,685 (2013: HK$29~970)e

, The . above sensitivity analysis has been determined
assuming that the change in foreign exchange rate had
occurred .at ,/thebalanc~' sheet' date, and for fmanctal
instruments in eXistencei.at that datee, The 5% (2013: 5%) .

" ,

~.strengthening/weakening in Re~inbi, represents the
assessment by the Fund of a reasonably possible change in
foreigil exchange' rate o,ver th~perioduntil the end of next
ye~r ..

, .

(ii~) Liquidity risk

In the management of liquidity risk, the P'und m~intains a level of cash and.
cash 'equivalents that is considered adequate to financ~ its operations and.
mitigate the .effects' of fluctuations in cash flows.

'(b) Fair value hierarchy offmanciaI mstruments .'

, Th~ foI.lowing table presen,ts, the, carrying values of fmancial 'instruments'
measured at fair value at the balance.sheet date on a recurring basis,. categorised

.into the three-level fair value hierarchy' as defmed in HKFRS 13 Fair Value
Measurement ..

\,

2014
Levell
HK$

Total
HK$

2013
. , Lever 1 Total

HK$ "HKS
Assets
Availab le-for-sale fmanc ial assets
- Listed equity securities ,2,597,750 . 2,597,750 2,526,929 ,2,526,929

,No fmancial instruments were classified under Level.2 or.Level 3. ' Durmg the
year, there were no 'significant transfers between instruments in Levelland L.evel
2. I " "
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The' level into which a fair' value measurement is classified is determined with ,
reference to th~ observ.abiIity'and significance. of the inputs us~~ in the valua~ion '
techniques as.follows:-

'\. . . .

Level 'q ,valuations:' fair value measured using only unadjusted quoted prices in
',a~tive markets for identical fin~nc,ial instruments a~ the measurement .date,.

Level 2 valuations:: fair value measured using ,observable inputs which fail to meet .
.level 1, and 'oot using significarit,u~~bservable inputs. Unobservable '~puts ~re '
, input~; for which market data ate not available. '

Level 3 valuations: fair value meas~red using'sig.nificant unobservable inputs,.

10. Capital manage,ment

The capital structure ofthe Fund consists of capitai, accumulated s~rplus and investmenf
revaluation reserve. The Fund's'qbjectives when managing capital are:.

to ,comply with the Prisoners' Educatio.n Trust Fund Ordinance;. and

to mainta~ a capital base for' carrying out 'the purpo~es o.fthe Fu'nd as.stat~din note 1_~o~. . . '
, ,

~e Fund manages its capital to ensure that its level is sufficient to fund future expenditure,
taking into account projected. cash flow requirements,' future fmancial obligations and

.' r

commitments.' . ,

\ 11. Commitments'

As at 31 March 2014, there were commitments totalling HK$31,911 (2013 : 1{K$63,056)
beingthe outstandingbalance ofappr~)Ved grants payable'upon the regi~tration/e~olment .
ofth.e'grantees with the relevant examination bodies and.institutes or the procurement. of '-
~eaming aids/equipment. for the. grantees. . ' ,

12,8' Cost. of ad~inis~ering.t~e. fund

, The cost of admiriistering. the Fund, has been borne by th~ Governnient 'ofthe Hong Kong
Spec,ial Administrative Region in-- accordance with, section I() of the Prisoners' Education
Trust Fund Ordinance. '. ' .

13. Fair'values of finan.cial assets
, .

" All financial assets ar~ stated in the 'balance sheet at. amounts equal to or not materia~ly , '
differentfro'm their fau- values~

~16-"
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