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Introduction

The Police Welfare Fund was established under Section 39 of the
Police Force Ordinance, Cap. 232, which sets out the purposes of the Fund.
The Police Force (Welfare Fund) Regulation, Cap. 232C, regulates its
administration.

Purposes

2 The major purposes of the Fund are to provide and maintain
amenities for the use and enjoyment of, and make loans, grants, allowances
and gifts to beneficiaries including police officers, civilian officers and
any other persons as specified in Section 39 of the Police Force Ordinance
(Cap. 232).

Management and Control

3 The Commissioner of Police of Hong Kong is constituted as a
corporation solely for the management and control of the Police Welfare
Fund with the corporate name of “Commissioner of Police Incorporated”.
The corporation has delegated the day-to-day management of the Fund to
the Police Welfare Fund Management Committee chaired by the Deputy
Commissioner of Police, Management. The Director of Personnel and
Training (DPT), the Assistant Commissioner of Police, Personnel (ACP P),
the Chief Superintendent of Police, Personnel Services and Staff Relations
(CSP PS&SR) and the Financial Controller (FC) are members of the
Committee whilst the Executive Officer, Support Services 1, Personnel
Services and Staff Relations (EO SUP SEV 1 PS&SR) is the Secretary.

4. The Police Welfare Fund comprises five accounts; namely, the
General Fund Account, the Police Band Fund Account, the Sir Shiu-kin
TANG Donation Fund (1985) Account, the Music Bursary Fund Account
and the Further Education Fund Account. Although each account has its
own purposes and has to be kept under separate ledger, they form an
integral part of the Police Welfare Fund.



Performance for 2022/2023

5. The Police Welfare Fund had a deficit of $21.64 million at the end
of the 2022/2023 financial year with the breakdown as follows: -
Surplus/
Account Income Expenditure (Deficit)
%) ($) &)

General Fund 14,553,173 36,505,888 (21,952,715)
Police Band Fund 606,700 298,165 308,535
Sir Shiu-kin TANG 20,688 20,688 0
Donation Fund (1985)
Music Bursary Fund 7,000 0 7,000
Further Education Fund 0 0 0

15,187,561 36,824,741 (21.,637.180)
6. The net assets of the Fund stood at $305.96 million as at

31 March 2023, which showed a net decrease of 6.61% (21.64 million) as
compared with the net assets of $327.60 million as at 31 March 2022.

Welfare Loans

7. In 2022/2023, no loan was made to members of the Force. There
was no outstanding loan as at 31 March 2023.

General Fund Account

8. Deficit of this account for 2022/2023 was $21.95 million and
deficit of $17.44 million was also recorded in 2021/2022.

9. The total income for the year was $14.55 million, which

represented a decrease of 38.63% ($9.16 million) as compared with $23.71
million in 2021/2022. Changes in major items include:
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Item Changes

Donations - 11,087,182 [- 59.36%]

Hire of police services 1,412,491 [+ 166.04%]

$
$

Interest income from time deposits |+ § 3,707,565 [+ 160.00%]
$ 263,647 [- 47.96%]

Commission on sale of souvenirs by
contractors

Net exchange gains / (losses) - 35 2,910,261 [  N/Avee ]

10. In 2022/2023, the total expenditure under this account was $36.51
million, which represented a decrease of 11.29% ($4.65 million) as
compared with the total expenditure of $41.15 million in 2021/2022.
Changes in major items include:

Item Changes

Grants to various councils, + $ 660,900 [+ 32.54%]
associations, etc.

Refreshments for police officerson |+ § 1,026,562 [+ 32.57%]
special duties

Staff relation expenses - $ 11,013,071 [- 77.01%]
Healthy Lifestyle Strategy Activities [+ § 3,401,965 [+ 71.15%)]
Grants to junior police officers for [+ § 478,000 [+ 21.83%]
further education

Others + $ 842,972 [+ 21.57%)]

Police Band Fund Account

11. The main income for this account is derived from the hire of the
Police Band for public performances. In 2022/2023, there was a surplus
of $0.31 million under this account. During the year, the total income
was $0.61 million, which represented an increase of 150.84% ($0.36
million) as compared with the total income of $0.24 million in 2021/2022.
The total expenditure in 2022/2023 was $0.30 million, which represented
an increase of 3.85% ($11,046) as compared with the total expenditure of
$0.29 million in 2021/2022. The net assets of this account was $1.65
million as at 31 March 2023.

Note It changed from surplus of $1,015,845 in 2021/2022 to deficit of $1,894,416 in 2022/23.
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Sir Shiu-kin TANG Donation Fund (1985) Account

12. In 1985, the late Sir Shiu-kin TANG donated $1 million to the
Force to establish the Sir Shiu-kin TANG Donation Fund. The only
income of this account is derived from the interest on the time deposit of
$1 million. Interest income generated in 2022/2023 was $20,688, which
represented an increase of 200.35% ($13,800) as compared with $6,888 in
2021/2022. All income was spent for general welfare purposes during
the year.

Music Bursary Fund Account

13. The purpose of this account is to provide a fund to sponsor the
Bandsmen to attend musical training courses, and its income is derived
from the sale proceeds of Police Band compact discs. In 2022/2023, the
income under this account was $7,000, no expenditure was recorded in the
year.

Further Education Fund Account

14. To promote life-long learning among the police officers, the Force
set up an account designated for educational purpose, namely Further
Education Fund, in May 2006. The account is to provide assistance to
police officers to pursue private academic studies relevant to their duties to
realize their full potential. The income of this account was donations
designated for educational purpose. In 2022/2023, this account recorded
neither income nor expenditure.

Audit of the Fund’s Final Accounts

15. The Director of Audit has audited the final acqounts of the Fund
for 2022/2023. A copy of his certificate and the Fund’p final accounts for
2022/2023 are attached.

( SIU Chak-yee )
Commissioner of Police Incorporated

8 November 2023
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Police Welfare Fund

Financial statements for the year ended 31 March 2023



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 Police Welfare Fund set out on
pages 4 to 19, which comprise the balance sheet as at 31 March 2023, and the income and
expenditure account, statement of changes in equity 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 Police Welfare Fund as at 31 March 2023, 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 section 10(1)(b) of the Police Force
(Welfare Fund) Regulation (Cap. 232 sub. leg. C).

Basis for opinion

I conducted my audit in accordance with section 11(3) of the Police Force (Welfare Fund)
Regulation 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. I am independent of the Police Welfare 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.

Responsibilities of the Commissioner of Police Incorporated for the financial statements

The Commissioner of Police Incorporated 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 10(1)(b) of the Police Force (Welfare Fund) Regulation, and for such internal
control as the Commissioner of Police Incorporated 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 Commissioner of Police Incorporated is responsible
for assessing the Police Welfare 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 Police Welfare Fund’s internal
control;

— evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Commissioner of Police
Incorporated;

— conclude on the appropriateness of the Commissioner of Police Incorporated’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 Police Welfare 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 Police Welfare 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.

I communicate with the Commissioner of Police Incorporated regarding, among other
matters, the planned scope and timing of the audit and significant audit findings, including
any significant deficiencies in internal control that I identify during my audit.

/)
S. M. CHOI Audit Commission
Principal Auditor 6th Floor, High Block
for Director of Audit Queensway Government Offices
66 Queensway
25 September 2023 Hong Kong



POLICE WELFARE FUND

BALANCE SHEET AS AT 31 MARCH 2023

CURRENT ASSETS
Inventories

Receivables, sundry debtors, prepayments and others

Note

2()
3

Time deposits with original maturities over three months

Cash and cash equivalents

CURRENT LIABILITIES

Sundry creditors, deferred revenue
and deposits received

NET CURRENT ASSETS

ACCUMULATED FUND
CAPITAL ACCOUNT
Sir Shiu-kin TANG Donation Fund ( 1985)

ACCUMULATED SURPLUS
General Fund
Police Band Fund
Sir Shiu-kin TANG Donation Fund ( 1985)
Music Bursary Fund
Further Education Fund

TOTAL EQUITY

The accompanying notes [ to 12 form part of'these financial statements.

4

2023 2022
HK$ HK$
479,889 532,862
9,324,799 4,581,612
278,694,378 243,276,975
23,422,208 93,574,425
311,921,274 341,965,874
(5,960,139) (14,367,559)
305,961,135 327,598,315
1,000,000 1,000,000
301,389,346 323,342,061
1,653,803 1,345,268
I, 197,497 I, 197,497
720,489 713,489
304,961,135 326,598,315
305,961,135 327,598,315

( SIU Chak-yee)

Commissioner of Police Incorporated

25 September 2023




2023

Income

Expenditure

(Deficit)/Surplus for

the year

Other comprehensive
income

Total comprehensive
(loss) /income for the
year

2022
Income
Expenditure

Deficit for the year

Other comprehensive
income

Total comprehensive
loss for the year

Note

POLICE WELFARE FUND

INCOME AND EXPENDITURE ACCOUNT
FOR THE YEAR ENDED 31 MARCH 2023

Sir Shiu-kin

TANG

General Police Band Donation Music Bursary Further

Fund Fund Fund (1985) Fund Education Fund Total

HKS$ HKS$ HKS$ HKS$ HKS$ HKS$
14,553,173 606,700 20,688 7,000 - 15,187,561
(36,505,888) (298,165) (20,688) - - (36,824,741)
(21,952,715) 308,535 - 7,000 - (21,637,180)
(21,952,715) 308,535 - 7,000 - (21,637,180)
23,708,520 241,870 6,888 1,400 500,000 24,458,678
(41,152,448) (287,119) (6,888) (15,000) (500,000) (41,961,455)
(17,443,928) (45,249) - (13,600) - (17,502,777)
(17,443,928) (45,249) - (13,600) - (17,502,777)

The accompanying notes 1 to 12 form part of these financial statements.



Balance at 1 April 2021

Total comprehensive loss
for 2021/22

Balance at 31 March 2022

Total comprehensive
(loss)/income for 2022/23

Balance at 31 March 2023

POLICE WELFARE FUND

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 MARCH 2023

Capital Account Accumulated Surplus
Sir Shiu-kin Sir Shiu-kin
TANG TANG Music Further
Donation General Police Band Donation Bursary Education
Fund (1985) Fund Fund Fund (1985) Fund Fund Total
HKS$ HKS$ HKS$ HKS$ HKS$ HKS$ HKS$
1,000,000 340,785,989 1,390,517 1,197,497 727,089 345,101,092
- (17,443,928) (45,249) - (13,600) (17,502,777)
1,000,000 323,342,061 1,345,268 1,197,497 713,489 327,598,315
- (21,952,715) 308,535 - 7,000 (21,637,180)
1,000,000 301,389,346 1,653,803 1,197,497 720,489 305,961,135

The accompanying notes 1 to 12 form part of these financial statements.



POLICE WELFARE FUND

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 MARCH 2023

Note
Cash flows from operating activities
Operating (deficit)/surplus from:
General Fund
Police Band Fund

Music Bursary Fund

2023
HKS$

(21,952,715)
308,535

7,000

2022
HKS$

(17,443,928)
(45,249)
(13,600)

Adjustments for :
Net exchange loss/(gain)
Interest income from time deposits
Decrease in inventories

(Increase)/Decrease in receivables, sundry debtors,
prepayments and others

(Decrease)/Increase in sundry creditors, deferred revenue
and deposits received

(21,637,180)

(17,502,777)

Net cash used in operating activities

1,894,416 (1,015,845)

(6,045,552) (2,324,187)
52,973 182,762
(1,095,416) 2,112,679
(8,407,420) 9,485,184

(35,238,179) (9,062,184)

Cash flows from investing activities

Net increase in time deposits with original maturities over
three months

Interest received from time deposits

(37,311,819)
2,397,781

(82,714,277)
2,576,832

Net cash used in investing activities

(34,914,038)

(80,137,445)

Net decrease in cash and cash equivalents

Cash and cash equivalents at beginning of year

(70,152,217)
93,574,425

(89,199,629)
182,774,054

Cash and cash equivalents at end of year 4

23,422,208

93,574,425

The accompanying notes 1 to 12 form part of these financial statements.



POLICE WELFARE FUND
NOTES TO THE FINANCIAL STATEMENTS

General information

The Police Welfare Fund (the Fund) was established mainly for providing and maintaining
amenities for the use and enjoyment of, and making loans, grants, allowances and gifts to
beneficiaries including police officers, civilian officers and any other persons as specified in
section 39 of the Police Force Ordinance (Cap. 232). The address of the Fund's principal place
of business is Police Headquarters, No. 1 Arsenal Street, Wan Chai, Hong Kong.

Significant accounting policies

(a)

(b)

Statement of compliance

The financial statements of the Fund have been prepared in accordance with
section 10(1)(b) of the Police Force (Welfare Fund) Regulation (Cap. 232 sub. leg. C) and
all applicable Hong Kong Financial Reporting Standards (HKFRSs), which is a collective
term that includes all applicable individual HKFRSs, Hong Kong Accounting Standards
and Interpretations issued by the Hong Kong Institute of Certified Public Accountants
(HKICPA). A summary of the significant accounting policies adopted by the Fund is set
out below.

Basis of preparation of the financial statements

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 management
to make judgements, estimates and assumptions that affect the application of policies and
reported amounts of assets, liabilities, income and expenditure. The estimates and
associated assumptions are based on historical experience and various other factors that are
believed to be reasonable under the circumstances, the results of which form the basis for
making judgements about the carrying values of assets and liabilities that are not readily
apparent from other sources. Actual results may differ from these estimates.

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

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



(c)

(d)

Impact of new and revised HKFRSs

The HKICPA has issued certain new or revised HKFRSs which are first effective or
available for early adoption for the current accounting period of the Fund. There have been
no changes to the accounting policies applied in these financial statements for the years
presented as a result of these developments.

The Fund has not early adopted any amendments, new standards and interpretations which
are not yet effective for the current 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 financial
statements.

Financial assets and financial liabilities

(1) Initial recognition and measurement

Financial assets and financial liabilities are recognised on the date the Fund becomes
a party to the contractual provisions of the financial instrument. They are initially
stated at fair value plus or minus transaction costs that are directly attributable to the
acquisition of financial assets or issue of financial liabilities.

(i1) Classification and subsequent measurement

Financial assets measured at amortised cost

These include receivables, sundry debtors, time deposits and cash and cash
equivalents. They are held for the collection of contractual cash flows which
represent solely payments of principal and interest. They are subsequently measured
at amortised cost using the effective interest method. The measurement of loss
allowances for these financial assets is based on the expected credit loss model as
described in note 2(d)(iv).

The effective interest method is a method of calculating the amortised cost of a
financial asset or a financial liability and of allocating and recognising the interest
income or interest expense over the relevant period. The effective interest rate is the
rate that exactly discounts estimated future cash receipts or payments through the
expected life of the financial asset or financial liability to the gross carrying amount
of the financial asset or to the amortised cost of the financial liability. When
calculating the effective interest rate, the Fund estimates cash flows by considering
all contractual terms of the financial instrument but does not consider the expected
credit losses. The calculation includes all fees received or paid between parties to the
contract that are an integral part of the effective interest rate, transaction costs and all
other premiums or discounts.

Financial liabilities measured at amortised cost

These include sundry creditors and deposits received. They are subsequently
measured at amortised cost using the effective interest method.

-9.-



(111)) Derecognition

(iv)

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.

A financial liability is derecognised when the obligation specified in the contract is
discharged, is cancelled or expires.

Impairment of financial assets

For financial assets measured at amortised cost, the Fund measures the expected
credit losses to determine the loss allowance required to be recognised.

Expected credit losses are a probability-weighted estimate of credit losses. They are
based on the difference between the contractual cash flows due in accordance with
the contract and the cash flows that the Fund expects to receive, discounted at the
effective interest rate. They are measured on either of the following bases:

- 12-month expected credit losses (for financial instruments for which there has
not been a significant increase in credit risk since initial recognition): these are
losses that are expected to result from possible default events within the
12 months after the reporting date; or

- lifetime expected credit losses (for financial instruments for which there has
been a significant increase in credit risk since initial recognition): these are
losses that are expected to result from all possible default events over the
expected life of the financial instruments.

Loss allowances for trade receivables are always measured at an amount equal to
lifetime expected credit losses.

In assessing whether the credit risk of a financial instrument has increased
significantly since initial recognition, the Fund compares the risk of default occurring
on the financial instrument assessed at the reporting date with that assessed at the
date of initial recognition. In making this assessment, the Fund considers that a
default event occurs when (i) the borrower is unlikely to pay its credit obligations to
the Fund in full; or (ii) the financial asset is 90 days past due. The Fund considers
both quantitative and qualitative information that is reasonable and supportable,
including historical experience and forward-looking information that is available
without undue cost or effort.

For a financial asset with lifetime expected credit losses recognised in the previous
reporting period, if its credit quality improves and reverses the previously assessed
significant increase in credit risk, then the loss allowance reverts from lifetime
expected credit losses to 12-month expected credit losses.

A financial asset is written off when there is no reasonable expectation of recovering
the contractual cash flows.

-10 -



(e)

)

(2

(h)

(@)

Inventories

(1) Inventories consist of Police Souvenirs, the Police Band 55th Anniversary
Commemorative Postal Covers, the 170th Anniversary of the Hong Kong Police
Force (HKPF) Charity Concert DVDs and Blu-ray discs, the 175th Anniversary of
the HKPF Commemorative Books and Octopus Keychains.

(i1) Inventories are valued on a first-in-first-out basis. The inventories at year end are
stated at the lower of cost and net realisable value. Net realisable value is the
estimated selling price in the ordinary course of business less the estimated selling
expenses.

Revenue recognition

(1) The Fund recognises revenue from contracts with customers and revenue from sales
of inventories when it satisfies a performance obligation by transferring a promised
good or service to a customer, at the amount of consideration to which the Fund
expects to be entitled in exchange for the good or service.

(1)) Donation income is recognised once the amount is received and the approval for
acceptance is obtained.

(ii1) Interest income is recognised as it accrues using the effective interest method.

(iv) Government grant is recognised when there is a reasonable assurance that the Fund
will comply with the conditions attaching to it and that the grant will be received.

Deferred revenue

If a customer pays consideration, or the Fund has an unconditional right to consideration,
before the Fund transfers a service to the customer, the Fund recognises its contract
liability as deferred revenue. The Fund derecognises the deferred revenue and recognises
revenue when the Fund transfers the service and, therefore, satisfies its performance
obligation.

Foreign currency translation

Hong Kong dollar is the currency of the primary economic environment in which the Fund
operates. Foreign currency transactions during the year are translated into Hong Kong
dollars using the spot exchange rates at the transaction dates. Monetary assets and
liablilities denominated in foreign currencies are translated into Hong Kong dollars at the
closing exchange rates at the reporting date. Exchange gains and losses are dealt with in
the income and expenditure account.

Cash and cash equivalents
Cash and cash equivalents include cash at bank, deposit with the Treasury, time deposits
and short-term highly liquid investments that are readily convertible to known amounts of

cash and subject to an insignificant risk of changes in value, having been within three
months of maturity when placed or acquired.
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3. Receivables, sundry debtors, prepayments and others

2023 2022
HKS$ HKS$
Receivables

Interest receivable 4,698,422 1,050,651
Accounts receivable 755,770 34,633
5,454,192 1,085,284
Sundry debtors 172,065 215,647
Prepayments 458,620 365,946
Others 3,239,922 2,914,735
9,324,799 4,581,612

Accounts receivable are mainly service charges receivable relating to hire of police services and
Police Band, sales of inventories and commission receivable for souvenirs. The Fund did not
have any contract assets at the reporting date (2022: Nil).

Others represent the costs of retirement souvenirs purchased but not yet allocated to eligible
retiring officers at the reporting date.

4. Cash and cash equivalents

2023 2022
HK$ HKS
Time deposits with original maturities within three
months - 50,000,048
Deposit with the Treasury 23,392,208 43,544,377
Cash at bank 30,000 30,000
23,422,208 93,574,425
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5.

Sundry creditors, deferred revenue and deposits received

2023 2022

HKS$ HKS$
Sundry creditors 5,790,757 14,129,975
Deferred revenue 28,582 93,528
Deposits received 140,800 144,056
5,960,139 14,367,559

The Fund's obligations to provide services to customers for which the Fund has received
advance payments from the customers are presented as deferred revenue in the balance sheet.
The deferred revenue balance represents the aggregate amount of the transaction price allocated
to the performance obligations that are unsatisfied at the reporting date. The Fund expects to
recognise the deferred revenue as revenue within one year. No consideration from contracts
with customers is not included in the transaction price.

Significant changes in the balances of deferred revenue during the year are shown below:

2023 2022

HKS HKS$
Decrease due to refund to customers during the year (93,528) (25,210)
Increase due to advance payments received during the year 28,582 93,528

Capital account

A sum of HK$1,000,000 was donated by the late Sir Shiu-kin TANG in honor of Mr. Roy
HENRY's retirement in 1984-85. In accordance with the donor's wishes, this amount has to be
deposited with bank and the income earned therefrom should be used for general welfare
purposes.
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7. Income

(@

(b)

(c)

()

(e)

General Fund

Proceeds from sales of inventories
Cost of inventories sold
Gross gain on sales of inventories

Donations

Government grant

Hire of police services

Hire of police holiday facilities

Interest income from time deposits

Commission on sale of souvenirs
by contractors

Net exchange (losses) /gains

Commission from Staff
Purchase Scheme contractor

Miscellaneous receipts

Police Band Fund
Donations

Hire of Police Band

Sir Shiu-kin TANG Donation Fund (1985)

Interest income from time deposit

Music Bursary Fund

Sale of compact discs
Further Education Fund

Donation

- 14 -

2023 2022
HKS$ HKS$
54,640 176,434
(52,973) (164,616)
1,667 11,818
7,590,800 18,677,982
160,832 139,685
2,263,201 850,710
42,140 24,885
6,024,864 2,317,299
286,123 549,770
(1,894,416) 1,015,845
71,133 100,338
6,829 20,188
14,553,173 23,708,520
100,000 -
506,700 241,870
606,700 241,870
20,688 6,888
7,000 1,400
; 500,000
15,187,561 24,458,678




Expenditure

Note 2023 2022
HKS$S HKS$
(a) General Fund

Formation welfare grants 9 6,240,238 6,033,446
Grants to Police Tactical Units 236,955 222,134
Grants to various councils, associations, etc. 2,691,894 2,030,994
Recurrent expenses on police holiday

facilities 582,544 522,360
Grants to police/civilian officers in hardship 1,573,221 1,788,042
Refreshments for police officers on special

duties 4,178,860 3,152,298
Police sports activities expenses 403,111 163,320
Staff relation expenses 3,288,502 14,301,573
Grants on death of serving police/civilian

officers or pensioners 1,670,676 2,035,768
Healthy Lifestyle Strategy Activities 8,183,282 4,781,317
Seminars and Resettlement Training Courses 38,308 23,871
Grants to junior police officers for

further education 2,668,000 2,190,000
Others 4,750,297 3,907,325

36,505,888 41,152,448

-15 -



2023 2022

HK$ HK$
(b) Police Band Fund
Purchase and repair of musical instruments 237,443 241,590
Laundry expenses for bandsmen engaged in
private functions 2,975 2,775
Miscellaneous expenses 39,817 42,254
Entertainment expenses 17,930 500
298,165 287,119
(¢) Sir Shiu-kin TANG Donation Fund (1985)
General welfare expenses 20,688 6,888
(d) Music Bursary Fund
Training expenses for bandsmen - 15,000
(¢) Further Education Fund
Further education grants to police officers - 500,000
36,824,741 41,961,455

Formation welfare grants

All formation welfare grants distributed to the Formations are charged to the income and
expenditure account of the Fund in the year of distribution. As at the reporting date, the
accumulated surplus grants held by the Formations were as follows:

Note 2023 2022
HKS$ HK$
Balance at beginning of year 576,610 802,646
Grants received during the year 8 6,240,238 6,033,446
0,816,848 6,836,092
Expenses paid during the year (6,288,253) (6,259,482)
Balance at end of year 528,595 576,610
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10.

Financial risk management

The Fund's major financial instruments include receivables, sundry debtors, time deposits, cash
and cash equivalents and sundry creditors. The major risks associated with these financial
instruments are set out below.

(a) Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an
obligation and cause the other party to incur a financial loss. The maximum exposure to
credit risk of the financial assets of the Fund at the reporting date is equal to their carrying
amounts.

For receivables and sundry debtors, the Fund believes that there is no material credit risk
inherent in the Fund's outstanding balance because the counterparties have no history of
default in the past.

For time deposits and cash at bank, the Fund limits its exposure to credit risk by transacting
with well established banks with high credit ratings. The credit risk in respect of deposit
with the Treasury is considered minimal.

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

2023 2022
HKS$ HKS$
Time deposits and cash at bank, by credit rating
Aal to Aa3 135,029,992 160,448,318
Al to A3 143,694,386 132,858,705

278,724,378 293,307,023

While the financial assets measured at amortised cost are subject to the impairment
requirements, the Fund has estimated that their expected credit losses are minimal and
considers that no loss allowance is required.
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(b) Interest rate risk

(c)

Interest rate risk is the risk of loss arising from changes in market interest rates. This can
be further classified into fair value interest rate risk and cash flow interest rate risk.

Fair value interest rate risk is the risk that the fair value of a financial instrument will
fluctuate because of changes in market interest rates. Since the Fund's bank deposits bear
interest at fixed rates, their fair values 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 deficit and 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.

Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument
will fluctuate due to changes in currency exchange rates. The Fund's financial instruments
denominated in currencies other than Hong Kong dollar are exposed to currency risks.

(i)  Exposure to currency risk

As at the reporting date, the Fund maintained financial assets denominated in
Renminbi totalling CNY21,539,603 (2022: CNY20,912,946). Since no currency rate
hedging is made by the Fund, the carrying amounts of the financial assets in
Renminbi represent the maximum exposure of the Fund to currency exchange risk in
respect of Renminbi.

(i1)  Sensitivity analysis

It is estimated that, if the Renminbi strengthens/weakens by 5% (2022: 5%) against
the Hong Kong dollar as at the reporting date, with all other variables being held
constant, the deficit of the Fund for the year would decrease/increase and
accumulated fund would increase/decrease by HK$1,230,000 (2022: HK$1,289,000).

The sensitivity analysis above is based on the assumption that the change in currency
exchange rate had occurred at the reporting date and for financial instruments in
existence at that date.
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11.

12.

(d)

Liquidity risk

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations
associated with financial liabilities.

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 effect of
fluctuations in cash flows. Hence, the Fund does not have significant exposures to
liquidity risk.

At the reporting date, 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 three months or less (2022: three months or less).

Capital management

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

(a)

(b)

to comply with the Police Force Ordinance and the Police Force (Welfare Fund)
Regulation; and

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

The Fund manages capital to ensure that its level is sufficient to fund future issue of loans and
expenditure, taking into account its projected cash flow requirements, future financial
obligations and commitments.

Fair values of financial assets and financial liabilities

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