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Reportr.m叫…州 l

Audit Commission 
The Government of the Hong Kong Special Administrative Region 

Independent Auditor's Report 
To the Legislative Council 

Opinion 

1 certi方 that 1 have audited the financial statements of the Education Scholarships Fund set 
out on pages 4 to 12, which comprise the balance sheet as at 31 August 2017 , and the income 
and expenditure account, statement of changes in equity and statement of cash flows for the 
ye缸 then ended, and notes to the fmancial statements, including a summ缸Y of significant 
accounting policies. 

In my opinion, the financial statements give a true and fair view of the fmancial position of 
the Education Scholarships Fund as at 31 August 2017 , and of its financial performance and 
cash flows for the year then ended in accordance with Hong Kong Financial Reporting 
Standards (“HKFRSs") issued by the Hong Kong Institute of Certified Public Accountants 
(“HKICPA") and have been properly prepared 姐 accordance with section 9(4) of the 
Education Scholarships Fund Ordinance (Cap. 1085). 

Basis for opinion 

1 conducted my audit in accordance with section 9(5) of the Education Scholarships Fund 
Ordinance and the Audit Commission auditing standards. My responsibilities under those 
standards are further described in the Auditor's responsibilities for the audit ofthe financial 
statements section of my report. 1 am independent of the Education Scholarships Fund in 
accordance with those standards , and 1 have fulfilled my other ethical responsibilities in 
accordance with those standards. 1 believe that the audit evidence 1 have obtained is 
sufficient and appropriate to provide a basis for my opinion. 

Re是ponsibilities of the Permanent Secretary for Education for the financiaI statements 

The Permanent Secretary for Education is responsible for the preparation of the financial 
statements that give a true and fair view in accordance with HKFRSs issued by the HKICPA 
and section 9(4) ofthe Education Scholarships Fund Ordinance, and for such internal control 
as the Permanent Secretary for Education determines is necessary to enable the preparation 
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of financial statements that are 仕的企om material misstatement, whether due to 仕aud or 
error. 

In preparing the fmancial statements , the Permanent Secretary for Education is responsible 
for assessing the Education Scholarships Fund's ability to continue as a go姐g concern, 
disclosing , as applicable, matters related to going concern and using the going concern basis 
of accounting. 

Auditor's re司ponsibilities for the audit of the financial statements 

My objectives 缸e to obtain reasonable assurance about whether the financial statements as a 
whole are free 仕om material misstatement, whether due to fraud or error，缸ld to issue an 
auditor's report that includes my opinion. Reasonable assurance is a high level of assurance , 
but is not a gu缸antee that an audit conducted in accordance with the Audit Commission 
auditing standards will always detect a material misstatement when it exists. Misstatements 
C組 arise 仕om fraud or error and 缸e considered material if, individually or 扭曲e aggregate , 
也ey could reasonably be expected to influence the economic decisions of users taken on the 
basis of these financial statements. 

Asp缸t of an audit in accordance with the Audit Commission auditing standards , 1 exercise 
professional judgment and maintain professional skepticism throughout the audit. 1 also: 

identify and assess the risks of material misstatement of the fmancial s扭扭m凹的，

whether due to 企aud or error , design and perform audit procedures responsive to 
those risks , and obtain audit evidence that is sufficient and appropriate to provide a 
basis for my opinion. The risk of not detecting a material misstatement resulting 
仕om fraud is higher th組 for one resulting from error，的 fraud may involve 
collusion, forgery , intentional omissions , misrepresentations , or the override of 
internal control; 

obtain an understanding of internal control relevant to the audit in order to design 
audit procedures that 訂e appropriate in the circumstances, but not for the purpose 
of expressing 組 opinion on the effectiveness of the Education Scholarships Fund' s 
internal control; 

evaluate the appropriateness of accounting policies used and the reasonableness of 
accounting estimates and related disclosures made by the Permanent Secre臼ry for 
Education; 

conclude on the appropriateness of the Permanent Secret缸y for Education's use of 
the going concern basis of accounting and, based on the audit evidence obtained, 
whether a material uncertainty exists related to events or conditions 也at may cast 
significant doubt on the Education Scholarships Fund' s ability to continue as a going 
concern. If 1 conclude that a material uncertainty exists , 1 缸n required to draw 
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attention in my auditor's report to the related disclosures in 血e fmancial statements 
or , if such disclosures 缸e inadequate, to modify my opinion. My conclusions are 
based on the audit evidence obtained up to the date of my auditor's report. 
However, future events or conditions may cause the Education Scholarships Fund 
to cease to continue as a going concern; and 

evaluate the overall presentation, structure and content of the fmancial s個tements ，

including the disclosures , and whether the fmancial statements represent the 
underlying transactions and events in a manner that achieves fair presentation. 

3久
LIANG Kar-lun, Ken 
Principal Auditor 
for Director of Audit 

10 J anuary 2018 
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Audit Commission 
26th Floor 
Immigration Tower 
7 Gloucester Road 
Wanchai, Hong Kong 



EDUCATION SCHOLARSHIPS FUND 
BALANCE SHEET AS AT 31 AUGUST 2017 

2017 2016 

Note Parts 1 & 11 Part 111 Total Total 

HK$ HK$ HK$ HK$ 

Current Assets 
Bank interest receivable 33 ,898 28,644 62,542 49,743 
Fixed deposits 3,398,397 2,871 ,603 6,270,000 6,270,000 
Cash and cash equivalents 3 11 ,493 13,623 25 ,116 24,593 

3,443 ,788 2,913 ,870 6,357,658 6,344,336 

Current Liabilities 
Accounts payable (2,000) 2,000) 

Net Current Assets 3,443 ,788 2,911 ,870 6,355 ,658 6,344,336 

Capital and Reserves 
General Capital 5 3,317,673 3,317,673 3,317,673 
Separate Capital 6 2,516,004 2,516,004 2,516,004 
General Reserve Fund 7 126,115 126,115 92,600 
Separate Reserve Fund 8 395,866 395 ,866 418,059 

3,443 ,788 2,911 ,870 6,355 ,658 6,344,336 

The accompanying notes 1 to 11 form part of these tinancial statements. 
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EDUCATION SCHOLARSHIPS FUND 

INCOME AND EXPENDITURE ACCOUNT 

FOR THE YEAR ENDED 31 AUGUST 2017 

2017 

Parts 1 & 11 Part 111 Total 

HK$ HK$ HK$ 

Income 

Interest 40,125 33,978 74,103 

Expenditure 

Payment of awards (6,610) (56,171) (62,781) 

Surplus / (Deficit) for the year 33 ,515 (22,193) 11 ,322 

Other comprehensive income 

Total comprehensive income / 

(loss) for the year 33,515 (22,193) 11 ,322 

The accompanying notes 1 to 11 form part of these financial statements. 
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2016 

Total 

HK$ 

65 ,343 

(58,240) 

7,103 

7,103 



Balance at 1 September 2015 

Total comprehensive income 

for 2015-16 

Balance at 31 August 2016 

Total comprehensive income 

for 2016-17 

Balance at 31 August 2017 

EDUCATION SCHOLARSHIPS FUND 

ST ATEMENT OF CHANGES IN EQUITY 

FOR THE YEAR ENDED 31 AUGUST 2017 

General 

General Separate Reserve 

Capital Capital Fund 

HK$ HK$ HK$ 

3,317,673 2,516,004 71 ,047 

Separate 

Reserve 

Fund 

HK$ 

432,509 

21 ,553 (14,450) 

3,317,673 2,516,004 92,600 418,059 

33 ,515 (22,193) 

3,317,673 2,516,004 126,115 395,866 

The accompanying notes 1 to 11 form pa此 of these tinancial statements. 
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Total 

HK$ 

6,337,233 

7,103 

6,344,336 

11 ,322 

6,355,658 
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EDUCA TION SCHOLARSHIPS FUND 

STATEMENT OF CASH FLOWS 
FOR THE YEAR ENDED 31 AUGUST 2017 

Cash flows from operating activities 
Surplus / (Deficit) for the year 
Adjustments for : 

Interest 
Increase in accounts payable 

2017 

Note Parts 1 & II Part III 

HK$ 

33,515 

(40,125) 

HK$ 

(22,193) 

(33 ,978) 
2,000 

Total 

HK$ 

11 ,322 

(74,103) 
2,000 

2016 

Total 

HK$ 

7,103 

(65 ,343) 

Net cash used in operating activities ___1已旦旦L 一，司笠生 17泣， 一--血色?.~.D. 一_J?_~l?_~Q之

Cash flows from investing activities 
Net (increase) / decrease in bank deposits 

with original maturity over 3 months 
Interest received 

Net cash from investing activities 

Net increase / (decrease) in cash and 
cash equivalents 

Cash and cash equivalents at beginning ofyear 

Cash and cash equivalents at end ofyear 3 

(20,094) 
33 ,029 

12,935 

6,325 

5,168 

11 ,493 

The accompanying notes 1 to 11 form part ofthese financial statements 
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20,094 (20,000) 
28 ,275 61 ,304 68,716 

48,369 61 ,304 48,716 

(5 ,802) 523 (9,524) 

19,425 24,593 34,117 

13 ,623 25,116 24.593 
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EDUCATION SCHOLARSHIPS FUND 

NOTES TO THE FINANCIAL STATEMENTS 

1. General 

The Education Scholarships Fund (the Fund) was established for the payment of 

scholarships in accordance with section 4 of the Education Scholarships Fund Ordinance 

(Cap. 1085). The Fund consists ofthree parts: 

(a) Part 1 refers to 29 scholarships which were donated before the vesting day (1 April 

1956) in respect of which the amounts donated and the conditions of award as laid 

down by the donors are unknown. 

(b) Part 11 refers to : 

(i) 16 scholarships which were donated before the vesting day and one scholarship 

which was donated after the vesting day, of which the amounts donated and the 

conditions of award as laid down by the donors are known; and 

(ii) 123 scholarships transferred from Part III since 1 September 1990. 

(c) Part III refers to the Fung Ping Shan Scholarship and eleven scholarships which were 

donated after the vesting day. 

The address of the Fund's principal place of business is 12th Floor Cheung Sha Wan 

Governrnent Offices, 303 Cheung Sha Wan Road, Kowloon. 

2. Significant Accounting Policies 

(a) Statement of compliance 

The financial statements have been prepared in accordance with section 9(4) of the 

Education Scholarships Fund Ordinance and all applicable Hong Kong Financial 

Reporting Standards (HKFRSs) issued by the Hong Kong Institute of Certified 

Public Accountants. 

(b) Basis of preparation 

The financial statements have been prepared on an accrual basis and under the 

historical cost convention. 

The preparation of financial statements .in conformity with HKFRSs requires 
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EDUCATION SCHOLARSHIPS FUND 

NOTES TO THE FINANCIAL STATEMENTS 

management to make judgments, estimates and assumptions that affect the 

application of policies and reported amounts of assets, liabilities, income and 

expenditure. The estimates and associated assumptions 缸e 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 judgments 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 cu叮ent and future periods. 

There are no critical accountingjudgments involved in the application ofthe Fund's 

accounting policies. There are neither key assumptions conceming 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. 

(c) Adoption of new/revised HKFRSs 

The Fund has adopted all new/revised HKFRSs which are effective and relevant to 

the Fund for the cu訂ent accounting period. 

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

which are not yet effective for the cu訂ent accounting period. The Fund is in the 

process of making an assessment of what the impact 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 

impact on the Fund's results of operations and financial position. 

(d) Revenue recognition 

Interest income is recognised as it accrues using the effective interest method. 
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EDUCATION SCHOLARSHIPS FUND 

NOTES TO THE FINANCIAL ST ATEMENTS 

(e) Financial assets and tinancialliabilities 

Financial assets and tinancial liabilities include bank interest receivable, tixed 
deposits, cash and cash equivalents and accounts payable. Financial assets are 
carried at amortised cost using the effective interest method, less impairment losses 
(if any). Financial liabilities are carried at amortised cost using the effective 
interest method. 

(f) Awards 

Awards are recognised as expenditure when they are approved by the Education 
Scholarships Fund Committee and due for payment. 

(g) Cash and cash equivalents 

Cash and cash equivalents comprise cash at banks, deposits with banks and other 

short-term highly liquid investments that are readily convertible to a known amount 

of cash and are subject to an insigniticant risk of changes in value, having been 

within three months of maturity when acquired. 

3. Cash and Cash Equivalents 

Cash at banks 

Parts 1 & 11 
HK$ 

斗丘2主

4. Financial Risk Managernent 

2017 

Part 111 
HK$ 

主羞羞

Total 
HK$ 

2016 

Total 
HK$ 

望，593

The Fund's major tinancial instruments include the bank deposits and the' interest 

receivable. The major risks associated with these tinancial instruments are set out 

below. 

(a) Credit risk 

Credit risk is the risk that one party to a tinancial instrument will fail to discharge an 

obligation and cause the other party to incur a tinancialloss. 

The Fund's maximum exposure to credit risk as at the balance sheet date in relation 
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EDUCATION SCHOLARSHIPS FUND 

NOTES TO THE FINANCIAL STATEMENTS 

to the financia1 assets is the carrying amount of the assets as stated in the ba1ance 

sheet. The Fund 1imits its exposure to credit risk arising 仕om the bank deposits 

and the interest receivab1e by transacting with reputab1e licensed banks in Hong 

Kong. 

(b) Market risk 

The Fund is exposed to market risk due to changes in interest rates. Interest rate 

risk is the risk of 10ss arising from changes in market interest rates. This can be 

further classified into fair va1ue interest rate risk and cash f10w interest rate risk. 

Fair va1ue interest rate risk is the risk that the va1ue of a financia1 instrument will 

f1uctuate because of changes in market interest rates. Since all the Fund's time 

deposits with banks bear interest at fixed rates, their fair va1ues 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 f10w interest rate risk is the risk that future cash f10ws of a financia1 instrument 

will f1uctuate because of changes in market interest rates. The Fund is not exposed 

to materia1 cash f10w interest rate risk because interest income from financial 

instruments bearing interest at a f10ating rate is not significant. 

(c) Liquidity risk 

In the management of liquidity risk, the Fund maintains the level of cash and cash 

equivalents that is considered adequate to finance its operations and mitigate the 

effects of f1uctuations in cash f1ows. 

5. General Capital 

General Capital is the moneys and assets from which the income is available for 

payment of the scholarships under Parts 1 and II. 

6. Separate Capital 

Separate Capital is the moneys and assets from which the income is available for 

payment of the scholarships under Part III. 
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' EDUCATION SCHOLARSHIPS FUND 

NOTES TO THE FINANCIAL STATEMENTS 

7. General Reserve Fund 

General Reserve Fund is for scholarships under Parts 1 and 11. 

8. Separate Reserve Fund 

Separate Reserve Fund is for scholarships under Part 111. 

9. Capital Management 

The capital structure of the Fund consists of the General Capital, the Separate Capital, 

the General Reserve Fund and the Separate Reserve Fund. The Fund's objectives when 

managing capital are: 

(a) to comply with the Education Scholarships Fund Ordinance; and 

(b) to maintain a strong capital base for carrying out the p凹pose of the Fund as stated in 
note 1 above. 

The Fund manages capital to ensure that its level is sufticient to fund future awards, 

taking into account its pr吋ected cash flow requirements, future tinancial obligations and 

commltments. 

10. Cost of Administration 

The cost of administering the Fund has been bome by the Govemrnent of the Hong 

Kong Special Administrative Region in accordance with section 21 of the Education 

Scholarships Fund Ordinance. 

11. Fair Values of Financial Assets and Financial Liabilities 

All tinancial assets and tinancial liabilities are stated in the balance sheet at amounts 

equal to or not materially different 企om their fair values. 
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