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Report bv the Commissioner of Correctional Services，
Trustee of the Prisoners' Education Trust Funcl
for the neriod 1 Åpril2017 to 31 March 2018

lntroduction

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 on 30 恥1arch 1995.

2. In accordance with Section 5 of the Ordinance，the Cornmissioner of
Correctional Services shall be the trust間， and as required by Section 7 of the
Ordinance，1 take pleasure to present to the President and Honourable Members
of the Legislative Council a copy of the signed and audited statement of
accounts，the Auditor's Report and my report on the administration of the fund
for the period 1Apri12017 to 31 March 2018.

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
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$12，324，730 were received in the twenty-six
years ended 31 March 2018 including the following donations for the total
amount ofHK$634 ，815 received in the period from 1 Apri12017 to 31 March
2018:
ωHK$280，000 from Correctiol1al Services Department Sport Association
- HK$50 from Mr. YAU Chi-chiu，SBS，CSDSM，former Commissioner of
Correctional Services
- HK$50，000 from Mr. YEUNG Ka-shing，Corporate Project Director of
Sinobest Development Holdings Limited
- HK$11，000 from The Cosmetic and Perfumery Association of Hong Kong
Limited
- HK$11，000 from Hong Kong Worldwide Chinese Sports Promotion
Charitable Association Limited
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- HK$100，000 from Merchants Support For Rehabilitated Offenders
Committee Limited
- HK$50，000 from Longfred Company Limited (with Mr. NG Wai-sun，BBS
being the Chairman)
- HK$lO from Mr. LAM Kwok-leung，SBS，CSDSM，Commissioner of
Correctional Services
- HK$l 00，000 from CRA Benevolent Fund Limited
- Proceeds of HK$28，840 generated through the sale of industrial products
manufactured by persons in custody in the 52nd Hong Kong Brands and
Products Expo from the Correctional Services Department
- HK$518 from Correctional Services Department Staff Club
- HK$112 from Immigration Department Staff Club
- HK$3，285 from the Donation Box set up at the Hong Kong Correctional
Services Museum to collect donations from the visitors.

5. In July 2015 the funding policy of the Prisoners' Education Trust
Fund Operational Guidelines was revised with the approval of the Prisoners'
Education Trust Fund Committee. According to the revised funding policy，the
fund moneys in excess of the initial capital of HK$1，310，000 can be used to
fund grants for individual ptisoners，and a portion of the capital may be utilized
to fund the provision of educational facilities for prisoners.

Obiect of the Fund

6. In accordance with Section 4 of the Ordinance，the trustee shall apply
the fund in such a manner and to such extent as the Prisoners' Education Trust
Fund Committee may direct for the following 0句ectives: -

(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 6 of the Ordinance. The membership of the
Committee is shown in Appendix I.

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 po1icy
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 recommended by
the Investment Advisory Committee and approved by the Prisoners' Education
Trust Fund Committee.

Alloca“on of Funds on Investment
10. The Investment Advisory Committee held meetings on 9 May 2017
and 13November 2017 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:

On 2 June 2017，1，500 and 4 shares of Cheung Kong Property H01dings
Limitedl were un10aded at the unit prices ofHK$59.25 and HK$58.75
respective1y with a total settlement amount ofHK$88 ，468.76.
On 5 June 2017，one lot ofUSD BOND 2.875% due on 30 June 2020
of normal va1ue of US$300，000 issued by Bank of China Limited，
Hong Kong Branch was purchased as 102.065%.
On 19 July 2017，art amount ofHK$I ，OOO，OOO was placed into a HKD
time deposit with the Bank of East Asia，Limited at an interest rate of
0.75% per annum for six months.

1 The Company name has been changed to
Ho叫1dings Limit紀ed" wit出h ef叮fect f仕全切om 24t趴h August，2017
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On 19 July 2017，an amount of HK$621，516.90 was placed into a HKD
time deposit with the Bank of East Asia，Limited at an interest rate of
0.66% per annum for three months.
On 19 October 2017，the expired HKD time deposit of HK$621，516.90
together with the interest of HK$I，033.90 and HK$377，449.20 from
the Saving Account of The HongKong and Shanghai Banking
Corporation Limited were combined to be placed into a HKD time
deposit with the Bank of East Asia，Limited at an interest rate of 0.83%
per annum for six months.
On 17 January 2018，one lot of HKD BOND 2.03% due on 7 August
2020 of normal va1ue of HK$800，000 issued by Bank of China Limited，
Hong Kong Branch was purchased as 100.67240%.

A summary of the investments is incIuded in Appendix 111.

Financial Assistance

11. Following the Prisöùers' Education Trust Fund Committee meetings
held on 24 April 2017，11 August 2017 and 11 December 2017 to consider
applications for financial assistance，a total sum of HK$165，200 was approved
for payment of extemal examination fees，course fees and reference books for
81 successful applicants.

Accurnulated Fund

12. The accumulated fuùd as at 31 March 2018 amounted to
HK$16，239，167 incIuding HK$12，574，730 in the capital account，
HK訓，371，692 in the accumulated surplus account and HK位，292，745 in the
investment reva1uation reserve account.

Auditor

13. In accordance with S它ction 7(2) of the Ordinance，the Director of
Audit was appointed the Auditor of the fund.
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14. Audited statement öf aeeounts for the fund has been prepared and the
Auditor's report and the signed statement of aeeounts are attaehed at Appendix
IV.

Vote of Thanks

15. 1 wish to extend my thanks to the Chairman and members of the
Prisoners' Edueation Trust Fund Committee ，and all other offieers who have
eontributed to the smooth 如netioning of the fund. 1 a1so wish to thank the
Investment Advisory Committee ，whieh has given expert advice on the
investment of fund moneys.

16. Finally ，my thanks are a1so due to the Direetor of Audit for providing
his professiona1 service in auditing the aeeounts.

Kwok-1eung
Commissioner of Correetiona1 Serviees

Trustee of the
Prisoners' Edueation Trust Fund

2 November 2018
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Appendix 1

Prisoners' Education Trust Fund Committee

Membershio

(Date of coïnmencement: 1 December 2016)

Chairman : Dr. LAM Tai-fé缸， S.B.S ，孔1.H.，J.P.

(appointed by the SecretaIγfor Security)

Members : Ms. KEUNG Yuen-kwan ，Agnes

(appointed by the Secretary for Security)

Representativè of the Commissioner of Correctional Services 一

扎1r. LAM Wai-kwong

Senior Superintendent (Rehabilitation)

Mr. WONG Wai-sing

Superintendent (Officer in charge ofthe Rehabilitation Unit Two

ofthe Correctional Services Department)

此1s. SIU Pui-fan

Principal 11 (Officer in charge of the Education Unit of the

Correctional Services Department)

Hon : Mr. LI Wing 司 shing ，Senior Treasury Accountant

Treasurer (Correctional Services Department)

Hon :孔1r. CHOI Ting-hei ，Education Officer

Secretary (Correctional Services Department)
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Prisoners' Education Trust Fund

Investment Advisorv Committee

Membership

(Date of commencement: 1 December 2016)

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

(appointed by the Secretary for Security)

Members : Dr. CHU Yuet~wah，Pol1yanna

(appointed by the Secretary for Security)

Mr. YIP Chun-nam，Stephen，B.B.S.品f

(appointed by the Secretary for Security)

孔1r. LAM Hung，Al1an

(appointed by the Secretary for Security)

Ms. LEE Sai-yin，Jeanne，J.P.

(appointed by the Secretary for Security)
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Prisoners' Education Trust Fund
Statement of Investment as at 31 March 2018

(a) f‘J、、b、J‘， (b)一(a)
Number Cost at Market Revaluation

I.Equ1tv securitv ofshare 。urchase value gain/(loss)
HK$ HK$ HK$

Bank of China Ltd. 200，000 844，398 844，000 (398)
- H Shares
CLP Holdings Ltd. 7，000 414，429 558，600 144，171

Hang Seng Bank Ltd. 6，900 824，762 1，253，040 428，278

Hong Kong and 77.795 N"tol 642，058 1，252，500 610，442'
China Gas Co. Ltd.
HongKong 5，800 1，137，759 1，479，000 341，241
Exchanges and
Clearing Ltd.

MTR Corporation 26，500 658，590 1，118，300 459，710
Ltd.

Tracker Fund of 40，000 906，699 1，216，000 309，301
HongKong

5.428‘695 7.721.440 2.292.745

Notel: IncJuding bonus issue of7 ，072 shares received on 23 June 2017.
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Annendix 111

已盟主坐

(a) (b) (b)一(a)
II. Debt securi虹 Cost Market va1ue Difference

HK$ HK$ HK$

USD300，000 nortna1 va1ue 2，390，493 2，330，792 (59，701)
BANK OF CHlNA
LIMITED，HONG KONG
BRANCH 2.875% due on
30.06.2020 at 102.065%

HKD800，000 norrmil 804，985 785，427 (19，558)
va1ue BANK OF CHlNA
LIMITED，HONG KONG
BRANCH 2.03% due on
07.08.2020 at 100.67240%

USD200，000 nomina1 1，651，697 1，600，402 (51，295)
va1ue SlNOPEC 4.375%
due on 1O.04.2024at
107.89%

USD100，000 nomina1 818，195 820，418 2，223
va1ueHUT WHA lNTL
7.625% due on 09.04.2019
at 125.58%

5.665370 5.537.039 (128331)
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4 Audit Commission
The Governrnent of the Hong Kong Speciàl Adminlstrative Region

Independent Auditor's Report
To the Legislative Council

OpùlÏOll

1 certify that 1 have àudited the firtancial statements of the Prisoners' Education Trust Fund
set out on pages 4 to 峙.which èomprise the balance sheet as at 31 March 2018，and the
income and expertditure account，statement of comprehensive income，statement of changes
in equity and statement of cash flows for the year then ended，and notes to the financial
statemen郎， including a summary of significant accounting policies.

In my opinion，the financial statements give a true and fair view of the financial position of
the Prisöners' Education Trust Fund às at 31 March 2018，and of its financial performance
and cash flows for the year then ended in accordance with Hong Kong Financial Reporting
Stàndards (“HKFRSs") issued by the Hong Kong Institute of Certified Public Accountants
(“HKICPA") and have been properly prepared in accordance with section 7(1) of the
Prisoners' Education Trust Fund Ordinance (Cap. 467)

Basis for opinion

1conducted my audit in accordance with section 7(2) of the Prisoners' Education Trust Fund
Ordinance and the Audit Commission auditing standards. My responsibilities under those
standards are further described in the AudÜor's responsibilities for the audit of the ji.nancial
statements section of my report. 1 am independent of the Prisoners'Education Trust 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 prO\lide a basis for my opinion.

Responsibilities of the C()mmissioner of Correctional Services for the financial stateme1lts

The Commissioner of Correctional Services is responsible for the preparation of the financial
statements that give a 甘ue and fair view in ac∞rdance wi也 HKFRSs issued by the HKICPA



and secrion 7(1) of the Prisoners' Educarion Trust Furtd Ordinance ，and for such irtternal
conttôlas the Commissioner of CorrectÍonål ServÍces determines is necessary to enable the
prepáratioh of financialstatements that areJree frotri material lllissta:tement，whether due to
fråud ot èrror.

ln preparing the financial statements ，the COlllmissioner of Correcrional Services is
responSible for assessing the Prisoners' Education Trust Fund's ability to contintie as a going
concern ，disclosing ，asapplicable ，matters related to going concern and using the going
concèrnbasis of accounring.

Auditot'sresponsibilitiesfor the audit opthe þnancial statements

My objectives are to obû:!.inreasonable assuranceabout whether the financial statements as a
whole 'are free from rnaterial misstatement ， whetherdue to 仕aud or error ，.and to jssue an
auditor's report that includes my opinion. Reas.onâble aSSurance is a high level of assurance ，
but is not a guarantee that an audit conducted in accordance with the Audit Commission
auditing standards will always detecta material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material 汀， individually Or泊 the aggregate ，
they could reasonably be expected tö influence the economic decisions of users taken on the
basis of these financial statements.

As part .01 an audit in accordance with the Audit Cdrnmission auditing stand紅白， 1 exercise
professitmal judgment and maintain professional skepticism throughout the audit. 1 also:

identify and assess the risks of material misstatement of the financial statements ，
whether due to 企aud or error，design and perform auditprocedures responsive to
those risks，and obtain audit evidence that issufficient and appropriate to provide a
basis for my opinion. The risk 01 not detecring a material misstatement resulting
from fraud is higher than for one resulting from error ，as fraud may inYolvè
col!usion ，forge旬，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 are appropriate in thecircumstances ，but not for the purpoSe
of expressing án opinion on theeffectiveness of the Ptisoners' Educarion Ttust
Fund's internal control;

evaluate the appropriateness of accounring policies used and the reasonableness 01
accounting estirnates and related disclosures made by the Commissioner of
Correcrional Services;

conclude on the appropriateness of the Commissioner of Correctional Services' use
of the going concern basis of accounring and，based on the audit evidence obtained，
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whether a material unιettaillty exists related to events or conditions that may cast
signìficant doubt on the Prisoners' Education Trust Fund's ability to cOlltìnueas a
going concern. lf 1 conιlude thatamaterial uIJ.certainty exists，1 am required to
draw attention 1n my audit肘's report to the related disclosures ill the financial
statements 仗， if such disclosures are inadequate ，to modify my opinioll. My
conclusions are based on the audit evidence obtainedup to the date of my auditor's
report. However，future events or conditions may cause fue Prisoners' Education
Trust Fund to cease to continue as a going concern; and

evaluate the overall presclltation，structure and content of the financial statements ，
includingthe disclosures ，alld whefuer fue financial statements represent the
underlying transactions and events in a manner 也at achieves fair presentation.

以
LlANG Kar-lun，Ken
Principal Auditor
for Director of Audit

10 September 2018
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Prisoners' Education Trust Fund
Balance Sheetas at 31 March 2018

Note 2018 2017
HK$ HK$

Non-current Assets

Avaìlable-for-sale financial assets 3 7，721，439 6，873，090

Helâ-tO-ll1aturitysecurities 4 5，665，370 2，488，357

13，386，809 9，361，447

CurrentAssets

Accounts receivab1e 5 95，734 74，782

Time deposits 6 1，000，000 3，786，429

Cash and cash equivalents 7 1，756，624 1，109，436

2，852，358 4，970，647

16，239，167 14，332，094

Accurnulated Fund

Ca:pital

Accuîtúila:tedsu叩lus

Investrnent revaluation reserve

12，574，730

1，371，692

2，292，745

16，239，167

11，939，915

947，784

1，444，395

14，332，094

The accompanying notes 1 to 13 form part 01'these financia1statements.

L~，，~g
Commissioner ofCorrectiona1 Serv泌的，

Trustee ofthe
Prisoners' Education Trust Fund

29Jun 巴 2018
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Prisoners' Educatitm TrusíFund
lncom~ and Expenditure Accountfor tbe year ended 31 March Z018

Expenditure

Financial assistance to prisoners

Educational facilities for prisoncrs

Loss on disposal of available" for~sale
firtancial assets

Surplus forthe year

(121，090)

(6，272)

(127，362)

423，908

(83，984)

(15，808)

(4，822)

(104，614)

254，984

The accornpanying notes 1 to ] 3 f0fl11part of these financial statements.
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Prisoners' Education Trust Fund
Statement of Conrprehensive Inconre for the year ended 31 March 2018

2018 2017
HK$ HK$

SUrplus for tbe year 423，908 254，984

Other comprehensive income

Itemsthat may be reclassified subsequently to surp1us or defiCit:
Availab1e晶 r-sale financia:l assets

Net gains on reva1uation 927，009 I 901，283

Reclassification adjustment for amountsre1eased
企ominvestment revaluation reserve upon disposa:l I (78，659)1 26，203

848，350 927，486

TotalcOIriptehensive income for the year 1，272，258 1，182，470

The accompanying notes 1 to 13 form pa口ofthese financiål statèments.
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Prisoners' Edllcation Trust Fund
Statement of Changes in Equity for theyear ended 31 March 2018

lnvestment
Accumulated Revaluation

Capital Surplus Reserve Total
HK$ HK$ HK$ HK$

Balàrì已e at 1Aprìl2016 11，557，391 1592，800 516，909 12，767，100

Donatiòns received for 2016-17 382，524 382，524

Total comprehensive income for 2016-17 254，984 927，486 1，182，470

Ba1ance at31 March 2017 11，939，915 947，784 1，444，395 14，332，094

Donations received for 2017-18 634，815 634，815

Totalcomprehensiveincome for 2017- ]8 423，908 848，350 1，272，258

Balance at 31 March 2018 12，574，730 1，371，692 2，292，745 16，239，167

The accompanying notes 1 to 13 fo口n part of these financia1 statements.
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Prisoners' Education Trust Fund
StatementofCash FJows forth~ yearended 31 March 2018

Note 2018
HK$

2017
HK$

(Jlj.sb fløws froß1 operating activities
Surplus for the year
A句ustrnents for :

Interest income
Dividends
(Gäiri)/Loss on disposa1 of avai1ab1e-fONa1e

financia1 assets
Exchange gain
Increase in accounts receivable

Net cash usedin operating ac討vities

(Jash flowsfrominvesting activities
Interest received
DÌvidends received
Purch:ase.of availab1e-for-sa1e financÌa1assetsl

he1dωto-maturitv securities
Proceedsfrom disposal ofavailab1e-for-sa1e financia1 assets
Decrease/(Increase) in time deposits with original maturity

over three months

Net cash from/(used in) investing activities

(Jash flows from financing activities
DönatiollS received

Net cash from financing activ'ities

Net increase/(decrease) in cash and cash equivalents
(Jash am) cash equivalents at beginning ofyear

(Jash and cashequivalents at end of year

423，908

(147，521)
(279，020)

(88，469)
(36，260)
(8，463)

(135，825)

191，042
279，020

(3，196，762)
88，469

2，786，429

148，198

634，815

634，815

647，188
1，109，436

7 1，756，624

254，984

(111，076)
(243，436)

4，822
(5，086)

(99，792)

141，116
243，436

(1，875，430)
543，334

(3，786，429)

(4，733，973)

382，524

382，524

(4，451，241)
5，560，677

1，109，436

The accompanying notes 1 to 13 form part öf these financial statements.
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Prisoners' Education Trust Fund
Notes to the Financial Statements

1. General

The Prisoners' Education Trust Fund (the Fund) was established for the purposes of
providÍng financial assistance to indivÍdua1pfisoners，onapplication ，in their efforts'to
obtaÍn education and providing educational facilíties for prisoners in accordance with
section 4 of the PrisOners' Education Trust Fund Ordinance (Cap. 467).

The address of the Fund's princÍpa1 place of business is 24/F，Wan Chaí Tower，
12 Harbour Road，Hong Kong.

2. Significant accounting policies

(a) Statementof compliànce

The financial statements have been prepared in accordance with sectÍon 7(1) of
the Prisoners' Education Trust Fund Ordinance and all applicable Hong Kong
Financial Reporting Standards (HKFRSs) issued by the Hong Kong lnstitute of
Certified Public Ac(;ountants.

(b) Basis ofpreparation

The financial statements hàve been prepared on an accrua1 basis and under the
historica1 cost conv巴ntion except that available-for-sale financial 的 setsare
stated at fàÍrva1ue as explained in theaccounting policies set out in note 2(d)
below

The preparation of financial statements in conformity with HKFRSs requÍres
management to make judgements ，estimates and assumptions 由at affect the
applicationof policies and reported amounts of àssets，Iîabilit悶，income and
expenditure. The estimatesandassocÍated assumptions arebased on experience
and varÍous other factors that are believed to be reasonable under the
circumstances，the resultsof which form the basis for makÍng judgements about
the carryÍng va1ues 01'assets and liabi1ities that are not readily apparent from
other sources. Actual results may dÍtler from thes巴 estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis.
Revisions to accounting estimates are recognised in the period in which the
estÍmate is r巴vised if the revÍsÍonaffects only that period，or Ínthe perÍod of the
revÍsionand future periods ifthe revisionaffects bothcurrent and future periods.

There are no critical aècounting judgements invol丸吋 in the application of the
Fund's accounting policies. There are neither key assumptions concerning the
future nor other key sources of estimation uncertaÍn句 at the balance sheetdate
that have a significant risk of causing a material adjustment to the èarrying
amounts of assets and liabilities in the next year.
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(c:) Adoption ofnew! revìsedHKFRSs

The Fundhas adopted all new! revised.HI<FRSs which are effective and relevant
tothe Fund for the currentaccountingperiod.

The Fund has not early adopted any am巴ndments，new standards and
interpretations which ar巴 not yeteffective for the current accounting period. The
Fund is in the process of making anassessment ofwhat the impact of these
amendments，new standards and interpretatìons is expected to be in the periodof
initial adoption. So far，it has concluded that the adoption ofthem is unlikely to
have a significant impact on the Fund's results of operations and financial
posltJon.

(â) Financial assets

The Fund's financial assets include available-for-sale financial assets，
held-to-màturity securit悶，accounts receivable，time deposits and cash and cash
equivalents. Theyare initially measured at fair value p1us transaction coststhat
are directlyat 甘ibutable to the acquisition of financial assets or issue of financial
liabilities. Except for availab1e-for咽 1efinancial assets，a11other financial assets
are subsequently measured at amortìsed cost using the effêctive interest method，
less impairment losses，if any (note 2(ê)).

At each balance sheet date，the fair value of availab1e"for-sale financial assets is
re-m巴asured and any unrealised holding gains or 10sses arising from the change
in fair value are recognised in other comprehensive income and accumulated
separately in the investment revaluàtion reserve. The fair valuesof quoted
investmentsare based on current bid-prices.

The Fund's available-for-sale financìal assets are classified as non-current assets
un1ess the Prisoners' Education TruSt Fund Committee intends to dispose ofthe
investmentswithin 12 mohths of the.balance sheet date.

的 Impairmentof financial assets

The canying amounts offinancia1assets are reviewed ateach balance sheet date
to determine whethcr there is objective evidence of impairment.

When there is objecti"e evidence that an ìmpairment loss on available-for-sale
financia1 assets has occurred，the cumulative 10ss - measured as the difference
between the acquìsition cost and thecurrent faìrva1ue，less any impairment loss
on that financial asset previously recognised in the income and expenditure
account﹒is removed from theÌnvestment revaluation reserveand rêcognised in
the income and expendìture accouht. Impairment losses for equity securitiesare
not r巴versed thröugh 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:
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For other financiaiassets ，ifthere is objectiveevidence that animpairmentloss
has occutred，an impairment lbSS is recognised in the ihCbIhe and expenditute
account as the differencebetween the ass仗's carrying amount and the present
value of estimated future cash.f1ows discounted at the asset's original effective
interest tate. 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
lllcom巴 and expenditure account. A reversal of impairment losses is limited to
the asset's carrying amountthatwould have been determinedhad no impairment
losses been recognised inprior years﹒

(f) Donations

Donations are credited to the Accumulated Fund - Capital Account once cash is
received and approval for acceptance obtained.

但) Foreign cu汀ency translation

Hong Kong dollar is the currency of the primary economic envirorurtent in which
the Fund operates. Foreign currency transactions during the ye訂 are transJated
into Hong Kong doJlars at the exchange rates ruJing 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 ate dealt with in.the income and expenditureaccount.

(h) Revenue recognition

Interest income is recognisedas itaccrues using the effective interest method.

Dividend income is recognised when the Fund's right to receive pa戶nent is
established.

(i) Cash and cash equivalents

Cash and cash equivaients çomprise cash on hand，demand deposits and other
short-term highly liquid investments that are readily convertibJe to a known
amount of cash and are subject to an in.significant risk of changes in value，
having been within thr巴巴 rnonths of rnaturity when acquired.
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8. Intercst incomc

Bank interest

Bond interest
Less: Amortisation ofpremiumfor the year

9. Fi.nancial risk managenicnt

2018
HK$

17，813

2017
HK$

25，446

126，998
丘L 豆豆)1
笠近2旦
111，076

(a) The Fund's major financial instruments include available-for-sale financial
assets，held-to-maturity securities，ba也 deposits and cash and cash equivalents
The major risks associated with these financial instruments are set out below.

(i) Credit risk

Credìt risk is the risk that one party to a financial instrument will fail to
dischargean obligation and cause the otherp 位ty to incur a financial 10ss.
. The maximum expos叮e to credit risk as at the balance sheet date in
relation to each class of financial assets is the carrying amount of those
的sets as stated in the balance sheet.

To minimise the credit risks arising 企om bank deposits and bank
balances，all deposits are placed with reputable licensed banks in Hong
Kong. To minimise credit risks arising from held-to.maturity securities，
onIy those classified under the investment grade by Moody's or Standard
& Poor's are considered. At the balance sheetdat 巴， the credit quality of
investments in debt securitiesanalysed by the lower of ratings desígnated
by Moody's or Standard & Poor's was as follows:

Debt securities by creditrating
Aal to Aa3 / AA+ to AA-
Alto A3 / A+ to A-
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2018
HK$

804，985
生恆生主E
L鍾L旦旦

2017
HK$

L盟主主Z
L鋒L且工



(ii) M訂 ket risk

The Fund is exposed to méll"ketrisk due to changes in méll"ketvéIl"iables
such as equity prices and interest ratlès.

(1) Equìty price risk

The Fund maintains a diversified portfolio of investrnents. The
Investrnent Advisory Committee and the Prisoners' Education
Trust Fund Còhmiittee monitor the performance of the portfolio
and regularly review the investment strategy of the Fund in the
management ofequity price risk. If the market prices of 也e
respective equity seeurities had been 10% (2017 : 10%)
higher/lower，other eomprehensive income and the balanee of 自己
investment revaluation reserve of the Fund would have
increased/decreas 巳d by about HK$772，000 (2017 : about
HK$687，OOO).The sensitivity analysis was based (}nthe carrying
amount of equity securities held by the Fund at the balanee sheet
date and on the assumption 由at all other variables were held
eonstant

(2) Interest rate risk

Interèst rate risk is the risk of loss arising from ehanges in méll"ket
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 也at the va1ue of a financial
instrument will fluetuate because of changes in méll"ketinterest
rates. Since the Fund's held-to"maturity securities and time
deposits beéll"interest at fixed rates，their fair value will fall when
m位ket interest rates increase. However，as they éIl"eall stated at
位nortised cost，changes in rnéll"ketinterest rates wiIl not affect
their earrying amounts and the Fund's surplus and equity.

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

(3) Foreign eu叮eney risk

The Fund rnaintained net finaneial instruments denominated 泊

US dollars totalling USD629，247 (2017 : USD328，020) at the
balanee sheet date. As Hong Kong dollar is pegged to the US
dollar within a narrow range，it is considered that the Fund had no
signifieant exposure to foreign exchange risk relating to this
eurreney.
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(iii) Liquidity risk

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

(b) Fair value hierarchy of financial instruments

The following table presents the c，llTying values of financial ins甘uments
measured at fair value at the balanee sheet date on a recurringbasis ，categorised
intothe three-level fair valuehierarchy as defined in HKFRS 13 Fair Value
Measurement.

2018
Levell
HK$

Total
HK$

2017
Levell Total
HK$ HK$

Ássets
Available-for-sale financial assets
- Listed equity securities 7，721.4旦 L互L鎧2 主監L盟且已星斗盟立

No financial instruments were classified under Level 2 or Level 3. During the
year，there were no significant transfers between instruments in Level 1 and
Level2.

The level into which a fair vaIue measurement is cIassified is determined with
referencè to the observability and significance ofthe inputs used in the valuation
techniques as follows:-

Level 1: fair values 訂 e quot巴d prices (una甸usted) in the active markets for
identical financial instruments at the measurement date;

Level2: fair valu巴s are determined with inputs other than quoted prices
included in Level 1 thatare observable for the asset or liability，either
directly or indirectly; 叩d

Level3: fair values are determined with inputs that are not based on obs"ervable
market data (unobservable inputs).

10. Capital management

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

to comply 明白 the Prisoners' Educatiôn Trust Fund Ordinance; and

to maintain a capital base for carrying out the purposes ofthe Fund as stated in note 1
above.
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The Fund manages its capital to ensure that its level is su伍cient to fund future
expenditur 巴， taking into account projected cash flow requirements ， future financial
obligations and commitments

11. Commitments

As at 31 March 2018，there were commÏtments totalling HK$50 ，764 (2017: HK$91，900)
being the outstanding balance of approved grants payable upon the registration/enrolment
ofthe grantees with the relevant examination bodies and institutesor the procurement of
leaming aids/equipment for the grantees.

12. Cost of administering the Fund

ηle cost of administering the Fund hasbeen bome by the Govemment of the Hong Kong
Special Administrative Region in accordance with section 10 of the PrÏsoners' Education
Trust Fund Ordinance.

13. FaÌr values of financial assets

AII financialassets are stated in the balance sheet at amounts equal to or not materially
different 企om their fair values.
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