REPORT ON THE SAMARITAN FUND

The Samaritan Fund has been taken over by the Hospital Authority (“HA™) from the
Hospital Services Department since 1 December 1991 and administered by the HA since then.
Its financial support depends mainly on donations from charitable organizations and grants from
the Government. The purpose of the Fund is to provide short-term relief to needy patients and
their families when assistance cannot be readily obtained from other sources. On the
recommendation of Medical Social Workers, financial assistance will be given to those needy
patients and their families who experience difficulties as a result of illness, injury, child-birth,
death and other medical or social situation.

Included in the income of HK$521,828,801 for the year ended 31 March 2019 are general
donations received of HK$2,205,200, Government grants of HK$368,780,280, reimbursements
of HK$58,128,197 from the Social Welfare Department, interest income of HK$89,566.048,
and other income of HK$3,149,076 (e.g. subsidies recovered after post approval checking). The
expenditure for the same period amounted to HK$521,828.,801 which represents financial
assistance provided to needy patients and their families.
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Report of the Director of Audit

Audit Commission
The Government of the Hong Kong Special Administrative Region

Independent Auditor’s Report
To the Legislative Council

Opinion

I certify that I have audited the financial statements of the Samaritan Fund set out on pages 4
to 17, which comprise the balance sheet as at 31 March 2019, and the income and expenditure
account, statement of changes in fund and statement of cash flows for the year then ended,
and notes to the financial statements, 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 Samaritan Fund as at 31 March 2019, 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 in accordance with item 5(1) of the Schedule to the
Resolution of the Legislative Council on the Samaritan Fund (L.N. 70 of 1969).

Basis for opinion

I conducted my audit in accordance with item 5(2) of the Schedule to the Resolution of the
Legislative Council on the Samaritan Fund and the Audit Commission auditing standards.
My responsibilities under those standards are further described in the Auditor’s
responsibilities for the audit of the financial statements section of my report. 1 am
independent of the Samaritan Fund in accordance with those standards, and I have fulfilled
my other ethical responsibilities in accordance with those standards. I believe that the audit
evidence I have obtained is sufficient and appropriate to provide a basis for my opinion.

Other information
The Hospital Authority is responsible for the other information. The other information

comprises all the information included in the Report on the Samaritan Fund for the year ended
31 March 2019, other than the financial statements and my auditor’s report thereon.



My opinion on the financial statements does not cover the other information and I do not
express any form of assurance conclusion thereon.

In connection with my audit of the financial statements, my responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent
with the financial statements or my knowledge obtained in the audit or otherwise appears to
be materially misstated. If, based on the work I have performed, I conclude that there is a
material misstatement of this other information, I am required to report that fact. I have
nothing to report in this regard.

Responsibilities of the Hospital Authority for the financial statements

The Hospital Authority 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 item 5(1) of the
Schedule to the Resolution of the Legislative Council on the Samaritan Fund, and for such
internal control as the Hospital Authority determines is necessary to enable the preparation
of financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, the Hospital Authority is responsible for assessing the
Samaritan Fund’s ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting.

Auditor’s responsibilities for the audit of the financial statements

My objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes my opinion. Reasonable 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 detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

As part of an audit in accordance with the Audit Commission auditing standards, I exercise
professional judgment and maintain professional skepticism throughout the audit. I also:

— identify and assess the risks of material misstatement of the financial statements,
whether due to fraud 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
from fraud is higher than for one resulting from error, as 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 are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Samaritan Fund’s internal
control;

— evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Hospital Authority;

— conclude on the appropriateness of the Hospital Authority’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 that may cast significant doubt on
the Samaritan Fund’s ability to continue as a going concern. If I conclude that a
material uncertainty exists, I am required to draw attention in my auditor’s report
to the related disclosures in the financial statements or, if such disclosures are
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 Samaritan Fund to cease to continue as a going concern;
and

— evaluate the overall presentation, structure and content of the financial statements,

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

O

LIANG Kar-lun, Ken Audit Commission
Principal Auditor 26th Floor
for Director of Audit Immigration Tower
7 Gloucester Road
21 November 2019 Wanchai, Hong Kong



SAMARITAN FUND
BALANCE SHEET
AS AT 31 MARCH 2019

NON-CURRENT ASSETS

Balance with Hospital Authority
Bank deposit with original maturity over one year

CURRENT ASSETS

Accounts receivable

Balance with Hospital Authority

Bank deposits with original maturity over three months
Cash and cash equivalents

CURRENT LIABILITIES

Accounts payable and accruals

Provisions

Deferred income - government grants

NET CURRENT LIABILITIES

TOTAL ASSETS LESS CURRENT LIABILITIES
NON-CURRENT LIABILITY

Deferred income - government grants

NET ASSETS

FUND

ACCUMULATED FUND

TOTAL FUND

The accompanying notes 1 to 13 form part of these financial statements.
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2019 2018
HK$ HK$
6,000,000,000 6,000,000,000
- 91,509,411
6,000,000,000 6,091,500,411
112,232,181 93,864,991
84,028,969 1,456,207,246
4,991,276,256 3,519,046,559
4,475,615 7,188,014
5,192,013,021 5,076,306,810
(14,958,132) (19,692,052)
(439,831,585) (331,491,166)
(4,737,223,304) (4,816,633,003)
(5,192,013,021) (5,167,816,221)
; (91,509,411)
6,000,000,000 6,000,000,000
(6,000,000,000) (6,000,000,000)
\_J (b ‘—'\_‘_7 .

Prof John LEONG Chi-yan, GBS, JP

Chairman, Hospital Authority
21 November 2019



SAMARITAN FUND
INCOME AND EXPENDITURE ACCOUNT
FOR THE YEAR ENDED 31 MARCH 2019

INCOME

Donations from:
Tung Wah Group of Hospitals
The Hospital Authority Charitable Foundation
Others

Government grants

Reimbursements from Social Welfare Department
Interest income

Other income

EXPENDITURE

Grants to needy patients for temporary maintenance,
travelling and incidental expenses
Purchase of medical or surgical appliances:
Percutaneous Transluminal Coronary Angioplasty
(PTCA) and other consumables for interventional
cardiology
Pacemakers
Wheelchairs
Equipment for home use
Orthopaedic appliances
Intraocular lenses
Automatic implantable cardioverter defibrillators

Gamma knife surgeries

Cost of harvesting bone marrow in overseas countries
Drugs

Other expenses

Surplus for the year
Other comprehensive income
Total comprehensive income for the year

2019 2018
HK$ HKS$
2,000,000 2,000,000
200,000 200,000
5,200 -
2,205,200 2,200,000
368,780,280 302,129,847
58,128,197 55,628,885
89,566,048 55,458,339
3,149,076 3,534,978
521,828,801 418,952,049
(30,599) (35,697)
(113,267,028) (99,801,887)
(16,690,667) (13,137,861)
(334,298) (209,265)
(666,877) (444.764)
(1,206,807) (1,175,654)
(1,573,580) (1,656,050)
(21,851,420) (18,267,090)
(155,590,677) (134,692,571)
- (102,297)
(2,413,185) (1,301,033)
(363,781,898) (282,820,451)
(12,442) -
(521,828,801) (418,952,049)

The accompanying notes 1 to 13 form part of these financial statements.




SAMARITAN FUND
STATEMENT OF CHANGES IN FUND
FOR THE YEAR ENDED 31 MARCH 2019

2019 2018
HK$ HK$

Total fund at beginning of year -

Total comprehensive income -

Total fund at end of year -

The accompanying notes 1 to 13 form part of these financial statements.



SAMARITAN FUND
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 MARCH 2019

Cash flows from operating activities

Surplus for the year
Adjustments for:
Interest income
Increase in accounts receivable
(Decrease)/increase in accounts payable and accruals
Increase in provisions
Transfer from deferred income - government grants

Net cash used in operating activities

Cash flows from investing activities

Interest earned from placement with Exchange Fund
withdrawn and transferred to the Fund

Interest received

Net (increase)/decrease in bank deposits with original
maturity over three months

Net cash from investing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Note 2019

HK$

(89,566,048)
(4,900,857)
(4,733,920)

108,340,419

(368,780,280)

(359,640,686)

1,661,548,858
76,099,715

(1,380,720,286)

356,928,287

(2,712,399)

7,188,014

5 4,475,615

The accompanying notes 1 to 13 form part of these financial statements.

2018
HK$

(55,458,339)

(805,582)
2,190,047
11,785,696

(302,129,847)

(344,418,025)

47,964,852

270,697,129

318,661,981

(25,756,044)

32,944,058

7,188,014




SAMARITAN FUND
NOTES TO FINANCIAL STATEMENTS

1. GENERAL

The Samaritan Fund (the Fund) was established for the purpose of providing monetary grants
for the benefit of needy patients. The administration of the Fund was transferred from the
Hospital Services Department to the Hospital Authority (HA) on 1 December 1991 upon the
take-over of the management and control of public hospitals by the HA under the Hospital
Authority Ordinance (Cap. 113). The address of the Fund’s principal place of business is
Hospital Authority Building, 147B Argyle Street, Kowloon.

2. SIGNIFICANT ACCOUNTING POLICIES

(a)

(b)

Statement of compliance

These financial statements have been prepared in accordance with item 5(1) of the
Schedule to the Resolution of the Legislative Council (L.N. 70 of 1969) and all
applicable Hong Kong Financial Reporting Standards (HKFRSSs) issued by the Hong
Kong Institute of Certified Public Accountants (HKICPA).

Basis of preparation

These financial statements have been prepared on going concern and accrual bases, and
under the historical cost convention.

The preparation of financial statements in conformity with HKFRSs requires
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 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 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 revision and future
periods if the revision affects both current and future periods.

There are no critical accounting judgments 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 reporting date that have a significant risk of
causing a material adjustment to the carrying amounts of assets and liabilities in the next
year.



2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(b) Basis of preparation (Continued)

(©)

The HKICPA has issued certain new and revised HKFRSs that are first effective or
available for early adoption for the current accounting period of the Fund. Note
2(c) provides information on any changes in accounting policies resulting from initial
application of these developments to the extent that they are relevant to the Fund for
the current and prior accounting periods reflected in these financial statements.

Adoption of new / revised HKFRSs

The HKICPA has issued a number of new HKFRSs and amendments to HKFRSs
that are first effective for the current accounting period of the Fund.  Of these, the

Fund has adopted the requirements of HKFRS 9 “Financial Instruments” from
1 April 2018.

HKFRS 9 replaces Hong Kong Accounting Standard (HKAS) 39 “Financial
Instruments: Recognition and Measurement”, and addresses the classification,
measurement and derecognition of financial assets and liabilities, introduces a new
expected credit loss model that replaces the incurred loss impairment model used
under HKAS 39. Changes that are relevant to the Fund include classification and
impairment of financial assets as highlighted below. The Fund has adopted HKFRS 9
retrospectively without restating comparative information.

Further details of the nature and effect on the Fund’s accounting policies are set out
below:

(i)  Classification of financial assets and financial liabilities

HKFRS 9 categorises financial assets into three principal classification
categories: measured at (i) amortised cost; (ii) at fair value through other
comprehensive income; and (iii) at fair value through profit or loss. These
supersede HKAS 39’s categories of held-to-maturity investments, loans and
receivables, available-for-sale financial assets and financial assets at fair value
through profit or loss. The classification of financial assets under HKFRS 9
is based on the Fund’s business model under which the financial assets are
managed and the contractual terms of the cash flows.

The Fund’s financial assets, comprising cash and cash equivalents, bank
deposits, accounts receivable and balance with HA, which were previously
classified as “loans and receivables” under HKAS 39 are reclassified as
financial assets measured at amortised cost. The carrying amounts at 1 April
2018 have not been impacted by the initial application of HKFRS 9.

The measurement categories for all financial liabilities remain the same. The
carrying amounts for all financial liabilities at 1 April 2018 have not been
impacted by the initial application of HKFRS 9.



2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(c) Adoption of new / revised HKFRSs (Continued)

(i)

Impairment of financial assets

From 1 April 2018, financial assets are subject to the new expected credit loss
model prescribed by HKFRS 9. The expected credit loss model requires an
ongoing measurement of credit risk associated with a financial asset and
therefore recognises expected credit losses earlier than under the “incurred
loss” accounting model in HKAS 39. The Fund is required to revise its
impairment methodology under HKFRS 9 for each class of assets carried at
amortised cost. The impairment methodology applied depends on whether
there has been significant increase in credit risk.  The initial application of the
new impairment requirements have no impact on the carrying amounts of the
financial assets at 1 April 2018.

(d) Revenue recognition

Provided it is probable that the economic benefits will flow to the Fund and the
revenue and costs, if applicable, can be measured reliably, revenue is recognised in
the Income and Expenditure Account as follows:

(i)

(i)

(iii)

(iv)

Donation income

Donation income is recognised as income upon receipt.

Government grants

Government grants are recognised in the Income and Expenditure Account
over the period necessary to match them with the costs they are intended to
compensate.

Interest income

Interest income on the government grants received and placed with the
Exchange Fund through HA is recognised as deferred income - government
grants in the Balance Sheet. Other interest income is recognised as it accrues
using the effective interest method.

Reimbursements from Social Welfare Department

Expenditure incurred for patients who are recipients of the Comprehensive
Social Security Assistance are reimbursed by the Social Welfare Department.

The reimbursements are recognised as income and receivable when the
entitlement is earned.

-10 -



2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(€)

(f)

@)

(h)

(i)

Financial assets

Financial assets comprise cash and cash equivalents, bank deposits, accounts
receivable and balance with HA. They are held for the collection of contractual cash
flows which represent solely payments of principal and interest. Financial assets are
recognised on the date the Fund becomes party to the contractual provisions of the
financial instruments. They are initially stated at fair value and subsequently
measured at amortised cost, net of allowance for expected credit losses, if any. A
financial asset is derecognised when the contractual rights to receive the cash flows
from the financial asset expire, or where the financial asset together with substantially
all the risks and rewards of ownership have been transferred.

Cash and cash equivalents

Cash and cash equivalents include cash at bank and deposits with banks with original
maturity of three months or less from the date of placement.

Financial liabilities

Financial liabilities comprise accounts payables and accruals. They are initially
stated at fair value and subsequently measured at amortised cost. ~ A financial liability
is derecognised when the obligation specified in the contract is discharged, is cancelled
or expires.

Provisions

Provisions are recognised when the Fund has a present legal or constructive obligation
as a result of a past event and it is probable that an outflow of resources will be required
to settle the obligation, and a reliable estimate can be made. Where the Fund expects
a provision to be reimbursed, the reimbursement is recognised as a separate asset when
the reimbursement is virtually certain.

Related parties

For the purposes of these financial statements, parties are considered to be related to
the Fund if the party has the ability, directly or indirectly, to control the Fund or
exercise significant influence over the Fund in making financial and operating
decisions, or vice versa, or where the Fund and the party are subject to common control
or common significant influence.

-11 -



BALANCE WITH HOSPITAL AUTHORITY

In June 2012, the Finance Committee of the Legislative Council approved a grant of
HK$10 billion to support the continued operation of the Fund. In September 2012, the
grant was received by the HA. Of the HK$10 billion grant received, the Government
directed that HK$4 billion be vested immediately in the Fund, and HK$6 billion be passed
to the HA for placement with the Exchange Fund.  Upon its maturity on 8 November 2018,
HA has renewed HK$6 billion placement with the Exchange Fund for the Samaritan Fund
for another six years.  All the interest earned up to 7 November 2018 of HK$1,661,548,858
had been withdrawn and transferred to the Fund.  Under the new placement terms, the HA
may make one single withdrawal of not more than HK$3 billion during the period from
1 April 2022 to 31 March 2023. Interest on the placement is at a rate determined annually
in January and payable annually in arrears on 31 December.  The rate is the average annual
rate of return of the Exchange Fund’s Investment Portfolio for the past six years or the
average annual yield of three-year government bond in the previous year subject to a
minimum of zero percent, whichever is the higher. The interest rate has been fixed at
4.6% per annum for January to December 2018 and 2.9% per annum for January to
December 2019.

The balance with HA is analysed as follows:

2019 2018
HK$ HK$
Balance of the placement with the Exchange Fund
(i) Placement with the Exchange Fund 6,000,000,000 6,000,000,000
(ii) Interest earned but not withdrawn at the
end of the reporting period 40,832,877 1,372,583,965
6,040,832,877 7,372,583,965
Accrued interest 43,196,092 83,623,281
Balance at end of year 6,084,028,969 7,456,207,246
Classified as:
Non-current asset 6,000,000,000 6,000,000,000
Current asset 84,028,969 1,456,207,246
6,084,028,969 7,456,207,246

The interest earned but not withdrawn and the accrued interest stated above, amounted to
HK$84,028,969 (2018: HK$1,456,207,246) was classified as current asset and recognised
and recorded as deferred income - government grants in the Balance Sheet, as shown in
note 8 below. Itis the intention of the management of the Fund not to withdraw the interest
generated from the Exchange Fund during the term of the placement (i.e. rollover the
principal and interest) if the required cash outflows could be supported by the existing fund
balance.

-12 -



ACCOUNTS RECEIVABLE

Reimbursements from Social Welfare Department:
(a) amount billed
(b) amount not yet billed

Interest receivable
Other receivables

Balance at end of year

2019 2018

HK$ HK$
11,976,056 8,629,283
60,512,123 59,434,011
72,488,179 68,063,294
38,791,306 25,324,973
952,696 476,724
112,232,181 93,864,991

The Fund considers that the above receivables are neither past due nor impaired. The credit

quality of these receivables is disclosed in note 11(b)(i).

The maximum exposure to credit

risk at the reporting date is the carrying amount of the receivables mentioned above.

CASH AND CASH EQUIVALENTS

Cash at bank
Bank deposits with original maturity within three months

Balance at end of year

2019 2018
HK$ HK$
154,333 154,116
4,321,282 7,033,898
4,475,615 7,188,014

The effective interest rate on short-term bank deposits is between 0.80% to 2.15% (2018:
1.13% - 1.35%). These deposits have an average maturity of 14 days (2018: 13 days).

ACCOUNTS PAYABLE AND ACCRUALS

Percutaneous Transluminal Coronary Angioplasty
(PTCA) and other consumables for interventional
cardiology

Pacemakers

Equipment for home use

Orthopaedic appliances

Intraocular lenses

Automatic implantable cardioverter defibrillators
Drugs

Miscellaneous

Balance at end of year

2019 2018

HK$ HK$
1,164,886 7,166,557
2,005,700 1,794,071
59,450 -
209,520 400,240
25,840 92,720
3,333,868 1,993,309
8,156,204 8,241,381
2,664 3,774
14,958,132 19,692,052

The balance included accounts payable to HA hospitals of HK$9,358,343 as at

31 March 2019 (2018: HK$15,047,727).

-13-




PROVISIONS

2019 2018

HK$ HK$
Balance at beginning of year 331,491,166 319,705,470
Provisions made 403,875,044 295,929,043
Provisions utilised (295,534,625) (284,143,347)
Balance at end of year 439,831,585 331,491,166

Provisions were made at end of year for expenditure to be incurred on approved financial
assistance to patients for purchase of drugs, medical and surgical items.

DEFERRED INCOME - GOVERNMENT GRANTS

2019 2018

HK$ HK$
Balance at beginning of year 10,816,633,003 10,883,844,604
Transfer to Income and Expenditure Account (368,780,280) (302,129,847)
Interest income from the placement with the

Exchange Fund 289,370,581 234,918,246

Balance at end of year 10,737,223,304 10,816,633,003
Classified as:
Non-current liability 6,000,000,000 6,000,000,000
Current liability 4,737,223,304 4,816,633,003

10,737,223,304 10,816,633,003

HK$368,780,280 (2018: HK$302,129,847) of government grants have been transferred to the
Income and Expenditure Account to cover expenditure incurred in the current financial year.

OTHER INCOME

2019 2018

HK$ HK$
Subsidies recovered after post-approval checking 2,474,202 2,591,163
Others 674,874 943,815

3,149,076 3,534,978

-14 -



10. RELATED PARTY TRANSACTIONS

Significant related party transactions with the government and HA include balance with HA
(note 3), reimbursements from Social Welfare Department (note 4), accounts payable to HA
hospitals (note 6) and government grants (note 8).

11. FINANCIAL RISK MANAGEMENT
(@) Financial Risk Factors

Reliance of the Fund on income from government grants and donations, increasing
expenditure due to continuous advancement in medical technology and rising demand
from the aging population, and investment activities are primary areas of risks. These
risks are limited by the Fund’s financial management practices. The Fund mitigates
its financial risks by closely monitoring the income and expenditure and investing funds
in excess of its cash flow requirements at reasonable rates of return.

(b) Financial Instruments

The Fund’s major financial instruments are accounts receivable, balance with HA
(i.e. placement with the Exchange Fund), bank deposits and cash and cash equivalents.
The major risks associated with these financial instruments are set out below.

(i) Credit risk/counterparty 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 Fund is exposed to credit risk arising from accounts receivable, balance with
HA (i.e. placement with the Exchange Fund) and deposits with banks as follows:

— the accounts receivable of the Fund comprise mainly reimbursements due from
the Social Welfare Department for recipients of Comprehensive Social Security
Assistance. The Fund has considered the credit risk involved not significant;

— for the balance with HA (i.e. placement with the Exchange Fund), the credit risk
is considered to be low; and

— the credit risk from bank deposits is limited because the Fund’s bank deposits
are placed with reputable licensed banks in Hong Kong.

The credit risk on these financial instruments is assessed as not having increased
significantly since initial recognition and the Fund recognises an impairment based
on 12-month expected credit losses (i.e. losses that are expected to result from
possible default events within the 12 months after the reporting date). The Fund
has estimated that 12-month expected credit losses on these financial instruments
are immaterial and considers that no loss allowance is required.

The maximum exposure to credit risk of the financial assets of the Fund is equal to
their carrying amounts at the reporting date.
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11. FINANCIAL RISK MANAGEMENT (Continued)

(b) Financial Instruments (Continued)

(i)

(i)

(iii)

Credit risk/counterparty risk (Continued)

In view of the volatility of financial markets, surplus funds are currently placed
in bank deposits to mitigate the exposure to counterparty risk.

The credit quality of bank balances, analysed by the ratings designated by
Moody’s, at the reporting date is shown below:

2019 2018
HK$ HK$
Cash and cash equivalents and bank deposits,
by credit rating
Aal to Aa3 1,702,820,079 1,299,344,188
Alto A3 3,292,931,792 2,318,399,796

4,995,751,871 3,617,743,984

Interest rate risk

Interest rate risk is the risk of loss arising from changes in market interest rate.
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 deposits
with banks bear interest at fixed rates, their fair value will fall when market
interest rates increase. However, as they are stated at amortised cost, changes in
market interest rates will not affect their carrying amounts and the Fund’s
accumulated fund.

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. The Fund
is not exposed to material cash flow interest rate risk because it has no major
financial instruments bearing interest at a floating rate.

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 operations and mitigate the
effects of fluctuations in cash flows.

As at 31 March 2019, the remaining contractual maturities of all financial
liabilities, based on contractual undiscounted cash flows and the earliest date on
which the Fund can be required to pay, were one month or less (2018: two months
or less).

-16 -



11. FINANCIAL RISK MANAGEMENT (Continued)
(b) Financial Instruments (Continued)
(iv) Currency risk

The Fund’s financial assets and liabilities are denominated in Hong Kong dollar,
the Fund’s functional and presentation currency, and hence will not be exposed
to currency risk.

(v)  Other financial risk

The Fund is exposed to financial risk arising from balance with HA due to
changes in the interest rate on the placement with the Exchange Fund which is
determined every January (note 3). It was estimated that, as at 31 March 2019, a
50 basis point increase/decrease in the interest rates for 2018 and 2019, with all
other variables held constant, would increase/decrease the surplus and
accumulated fund by HK$30.2 million (2018: HK$36.9 million).

12. FAIR VALUES OF FINANCIAL ASSETS AND LIABILITIES

All financial assets and liabilities are stated in the Balance Sheet at amounts equal to or not
materially different from their fair values.

13. POSSIBLE IMPACT OF AMENDMENTS, NEW STANDARDS AND
INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE FOR THE YEAR ENDED
31 MARCH 2019

Up to the date of issue of the financial statements, the HKICPA has issued a number of
amendments, new standards and interpretations which are not yet effective for the year ended
31 March 2019 and which have not been early adopted in the financial statements. The
Fund is in the process of making an assessment of the impact expected of these amendments,
new standards and interpretations in the period of initial application.  So far, it has concluded
that the adoption of them is unlikely to have a significant impact on the Fund’s financial
performance and financial position.
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