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Annual Report Of The

Consumer Legal Action Fund
HEB T AERFR

The Consumer Council is the Trustee of the Consumer Legal Action Fund
(CLAF) through a Declaration of Trust executed on 30 November 1994.

HEEZREEE

Purpose

The Fund was established with an initial Government grant of
$10 million. A further sum of $10 million was granted by the
Government to the Fund in May 2010. The Fund aims to give easier
consumer access to legal remedies by providing financial support
and legal assistance for the benefit of consumers, particularly,
groups with similar grievances in cases involving significant public
interest and injustice. Through supporting justifiable cases, the
Fund also aims to deter business malpractices and enhance public
awareness of their consumer rights.

Administration

The Consumer Council, as the Trustee, is responsible, through
a Board of Administrators, for the overall administration and
investment of the Fund. The Board of Administrators is in turn
underpinned by a Management Committee. The latter, whose
members were appointed by the Commerce and Economic
Development Bureau, is responsible for advising on the eligibility
and merits of applications seeking assistance from the Fund.’

Operation

It is a long-standing practice of the Council to help consumers
resolve their complaints vis-a-vis the traders concerned. The
Council may, if it considers appropriate or if the complainants so
request, refer cases of complaints to the Fund for consideration.
Consumers may also apply to the Fund directly for assistance.

Generally, the Fund, in examining an application for assistance,
will consider whether all other means of dispute resolution have
been exhausted and assess the case against established eligibility
criteria. Such criteria include whether the case involves significant
consumer interest; whether a large group of consumers have been
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or will potentially be adversely affected; whether the case has a
reasonable chance of success; whether the matter concerned can
promote the consumer cause and produce deterrent effects on
unscrupulous business practices; and whether it is practicable for
the Fund to offer timely assistance.

Deliberation

During the year under review, the Management Committee held
four meetings and resolved matters by circulation on 12 occasions,
while the Board of Administrators held one meeting and resolved
matters by circulation on 9 occasions.

Altogether, the Fund considered 23 applications of different
categories during the year under review.

After thorough consideration, the Fund declined 18 applications
relating to complaints about financial services, telecommunication
services, insurance, sale of real property, sale of goods, property
related services, and funeral and burial services. There are
2 applications which are still under consideration, which are
concerned with property related services and food and catering
services respectively.

During the reporting period, the Fund has granted assistance
to 3 applications relating to financial services, property related
services, and time sharing scheme respectively.

New Assisted Cases ZzimzfE=

Lehman-related Financial Product (Case 5)

The Fund has granted assistance to one Lehman-related case this
year.

The assisted consumers of this case are a retired couple.
They alleged that a bank officer had made false or misleading
representations regarding the nature and potential risks of Equity
Linked Notes, and that the bank officer had failed to properly
conduct risk assessment for them before they purchased the
product. They also doubted the accuracy of the outcome of the
risk assessment.

At the pre-action stage, the defendant bank made settlement
offers, which however were rejected by the assisted consumers
since they considered the offers to be too low.
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After commencement of proceedings, the defendant bank made
a further offer by way of sanctioned payment. On the advice of
counsel and solicitors, and with the endorsement of the Fund, the
assisted consumers accepted the defendant bank’s offer in full and
final settlement of their claim. The defendant bank also paid an
agreed sum in full and final settlement of the assisted consumers’
legal costs.

Headquarters and Professional Staff Cost
Charged by a Management Company of a
Residential Housing Estate

In addition to the remuneration provided for under the Deed of
Mutual Covenant (DMC), the management company of a residential
housing estate charged the owners a fee under the description of
“Headquarters and Professional Staff Costs”, which was invariably
charged at 3% of the management fees received though the
management company intimated that 3% was only the cap.
The owners considered that the management company was not
entitled to this charge on top of the management fees. They
alleged that all along such fee had been charged without their
knowledge or consent and it was not provided for under the terms
of the DMC.

The Fund considered that the issues involve significant consumer
and public interests. Therefore, assistance was granted to 3
individual owners of the housing estate to apply for declaratory
relief from the Court on the justifiability of the Headquarters and
Professional Staff Costs charged by the management company.
Preparation for commencement of legal proceedings by the
solicitors instructed by the Fund for the assisted consumers was
underway during the reporting period.

Time-sharing Scheme

This case is concerned with an agreement for membership of a
time-sharing scheme. The assisted consumer was allegedly induced
into the contract by misrepresentation and unconscionable
conduct. Before making an application to the Fund, the assisted
consumer has commenced legal proceedings on his own. The Fund
assisted him to continue the legal proceedings in the District Court
for the purpose of, among others, obtaining declaratory relief that
the contract was unconscionable and not enforceable.

Preparation was underway during the reporting period by the
solicitors instructed by the Fund for making the application to the
court for the redress sought by the assisted consumer.
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Cases Carried over from Previous Year #&EramEs

The Fund continued to work on the following cases brought
forward from the previous year.

Delay in Completion of a Residential
Development

After the assisted consumers’ claims in the High Court proceedings
and the related District Court proceedings were settled, the
outstanding issue was the amount of legal costs payable to the
assisted consumers by the defendant developer. The issue was
finally resolved by having the costs assessed by the Court in
taxation proceedings which was completed around the end of
2013. By the end of the reporting period, the Fund was in the
course of finalizing the accounts on costs and deliberating on the
contribution to be made by the assisted consumers.

Lehman-related Financial Product (Case 3)

After the assisted consumer had accepted the defendant bank’s
offer in full and final settlement of her claim as stated in the last
report, through negotiations, the parties reached an agreement
on the legal costs and the defendant bank paid an agreed sum in
full and final settlement of the assisted consumer’s legal costs
incurred.

Lehman-related Financial Product (Case 4)

When this case was at the interlocutory stage, the defendant bank
made a settlement offer containing a confidentiality requirement.
This offer was rejected by the assisted consumer because the
confidentiality requirement was against the Fund’s Non-Confidentiality
Policy and the amount offered was on the low side.

Subsequently, the defendant bank made a further settlement
attempt by way of sanctioned payment without imposing any
confidentiality requirement. Having considered the advice of the
counsel and the solicitors, and with the agreement of the Fund,
the assisted consumer accepted the defendant bank’s offer in full
and final settlement of her claim. The defendant bank also paid an
agreed sum in full and final settlement of the legal costs incurred
by the assisted consumer.
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Sale of a Private Vehicle - Claims of
Misrepresentation and Unfair Sales Tactics

The assisted consumer’s claim against the car dealer in the Small
Claims Tribunal continued during the reporting period. Settlement
negotiations between the parties were conducted during the
reporting period. Eventually, with the assistance of the Fund, the
defendant conceded that the confidentiality requirement proposed
by the defendant should be confined to the settlement amount
only, which was acceptable by the assisted consumer and endorsed
by the Fund. Shortly after the reporting period, the assisted
consumer and the car dealer have finally reached a settlement of
the claim satisfactorily.

Beauty Services - Claims of Fraudulent
Misrepresentation and Unconscionable
Conduct

This assisted case is concerned with a beauty salon which was
named and reprimanded by the Council in February 2012 for
complaints of repeated engagement in unscrupulous sales tactics,
involving misrepresentations and high pressure sales tactics.

The assisted consumer claims that as a result of fraudulent
misrepresentations regarding a ‘Spokesperson Programme’ and
unconscionable conduct of the trader, she entered into various
contracts for beauty and slimming treatments.

Solicitors instructed by the Fund have issued demand letters
for the assisted consumer to the beauty salon and its related
company, which however denied the assisted consumer’s claim.
The solicitors and counsel are in the course of finalizing the
Statement of Claim and the Writ of Summons and will commence
legal proceedings shortly.
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Statistics

Since its establishment and up until the year under review, the
Fund has received a total of 1,283 applications and has granted

assistance to 687 applications.2

Finance

The Fund is self-financed with income derived from:
(a) investing the capital sum in fixed deposits and bonds;

(b) charging each applicant a fee of HK$100 each for cases within
the jurisdiction of the Small Claims Tribunal and HK$1,000 each
for other court cases;

(c) recovering legal costs from defendants in successful cases; and

(d) receiving from each successful case a contribution of 10% of
the benefits gained by the assisted consumer.

As at 31 March 2014, the Fund had a balance of about HK$15.74
million.3
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Applications for :
Consumer Legal Action Fund

HEB RS A ERMET

Number of applications received since 30 November 1994

B1994411H30B LR BEERENHAREE 1,283
® Problem solved during application 15 HAE B B AR 170
® Under consideration {j7E&EH 5
® Assistance granted BEESH T @B FE 687

Compensation recovered &5 85E

o out-of-court settlement FEFNNfE 189

o judgment obtained #EBFFEEN 16

Not pursued further REIR#E

e no recovery prospect [REEEATAL 465

o application withdrawn [AIFE 5[] 5

o terminated by the Fund #ES#1E 7

Referred to Legal Aid BEXEEIEHE 1

In process gRIEH 4
® Referred to Council for policy consideration 33 HE2ER R R I 3
® Referred to Council for conciliation/monitoring 33 E 23S/ 252 10
® Assistance declined RNEHRERE 408

Annex B ¢ ff{#% 2,
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CONSUMER LEGAL ACTION FUND
(Established in Hong Kong under a Deed of Trust)

Financial Statements
For the year ended 31 March 2014
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Deloitte.
®E)

INDEPENDENT AUDITOR'S REPORT

TO THE TRUSTEE OF CONSUMER LEGAL ACTION FUND
(Established in Hong Kong under the Deed of Trust dated 30 November 1994)

We have audited the financial statements of Consumer Legal Action Fund (the "Fund") set out on
pages 3 to 14, which comprise the statement of financial position as at 31 March 2014, and the
income and expenditure statement, the statement of changes in equity and the statement of cash
flows for the year then ended, and a summary of significant accounting policies and other
explanatory information.

Board of Administrators' Responsibilities for the Financial Statements

The Board of Administrators is responsible for the preparation of the financial statements that
give a true and fair view in accordance with Hong Kong Financial Reporting Standards issued by
the Hong Kong Institute of Certified Public Accountants, and for such internal control as the
board of administrators determine is necessary to enable the preparation of the financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit and to
report our opinion solely to you, as a body, in accordance with the agreed terms of engagement,
and for no other purpose. We do not assume responsibility towards or accept liability to any other
person for the contents of this report. We conducted our audit in accordance with Hong Kong
Standards on Auditing issued by the Hong Kong Institute of Certified Public Accountants. Those
standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material
misstatement,

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the Fund's preparation of financial statements that give a true and fair view 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 Fund's internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by the board of administrators, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.
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INDEPENDENT AUDITOR'S REPORT

TO THE TRUSTEE OF CONSUMER LEGAL ACTION FUND - continued
(Established in Hong Kong under the Deed of Trust dated 30 November 1994)

Opinion

In our opinion, the financial statements give a true and fair view of the state of the Fund's affairs
as at 31 March 2014 and of its deficit and cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards.

- (r/
Dol }4&( ’ (a ol
Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong
28 July 2014
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CONSUMER LEGAL ACTION FUND

INCOME AND EXPENDITURE STATEMENT
FOR THE YEAR ENDED 31 MARCH 2014

Annex C « [fi &R

2014 2013
HK$ HK$
Income
Bank interest income 119,018 106,740
Interest income from a held-to-maturity debt security 35,323 189,600
Application fee from assisted consumers 7,300 14,200
Sundry income 386,287 2,119,575
547,928 2,430,115
Less:
Expenditure
Auditor's remuneration 13,900 13,300
Administrative service expenses 2,354,000 2,374,000
Bank charges 2,850 1,930
Legal fees for assisted consumers 75,464 202,540
Amortisation of premium on a held-to-maturity debt security 1,857 11,139
Sundry expenses 2,730 1,532
2,450,801 2,604,441
Deficit for the year (1,902,873) (174,326)
-3-
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CONSUMER LEGAL ACTION FUND

STATEMENT OF FINANCIAL POSITION
AT 31 MARCH 2014

NOTES 2014 2013
HK$ HK$
Non-current assets
Held-to-maturity debt security 6 - 3,951,857
Current assets
Interest and other receivables 11,455 101,231
Bank balances 7 20,292,687 18,215,100
20,304,142 18,316,331
Current liabilities
Accounts payable and accrued expenses 2,207,113 2,248,286
Amount due to the Trustee 8 2,354,000 2,374,000
4,561,113 4,622,286
Net current assets 15,743,029 13,694,045
15,743,029 17,645,902
Capital and reserve
Capital 20,000,000 20,000,000
Accumulated deficit (4,256,971) (2,354,098)
15,743,029 17,645,902

The financial statements on pages 3 to 14 were approved and authorised for issue by the Board of
Administrators on 28 July 2014 and are signed on its behalf by:

Ay /Z,Lw%(

“ ADMINISTRATOR \u@MINISTRAm

154



CONSUMER LEGAL ACTION FUND

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 MARCH 2014

Annex C « [fi &R

Accumulated
Capital deficit Total
HKS$ HK$ HK$
At 1 April 2012 20,000,000 (2,179,772) 17,820,228
Deficit for the year - (174,326) (174,326)
At 31 March 2013 20,000,000 (2,354,098) 17,645,902
Deficit for the year - (1,902,873) (1,902,873)
At 31 March 2014 20,000,000 (4,256,971) 15,743,029
-5-
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CONSUMER LEGAL ACTION FUND

Annex C « i #78

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 MARCH 2014
2014 2013
HK$ HK$
Operating activities
Deficit for the year (1,902,873) (174,326)
Adjustments for:
Bank interest income (119,018) (106,740)
Interest income from a held-to-maturity debt security (35,323) (189,600)
Amortisation of premium on a held-to-maturity debt security 1,857 11,139
Operating cash flows before movements in working capital (2,055,357) (459,527)
Increase in interest and other receivables (7,480) -
(Decrease) increase in amount due to the Trustee (20,000) 327,000
(Decrease) increase in accounts payable and accrued expenses (41,173) 1,938,485
Net cash (used in) from operating activities (2,124,010) 1,805,958
Investing activities
Interest received 251,597 316,621
Redemption of a held-to maturity debt security 3,950,000 -
Cash from investing activities 4,201,597 316,621
Net increase in cash and cash equivalents 2,077,587 2,122,579
Cash and cash equivalents at beginning of the year 18,215,100 16,092,521
Cash and cash equivalents at end of the year,
represented by bank balances 20,292,687 18,215,100
-6-
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CONSUMER LEGAL ACTION FUND

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2014

1. OBJECTIVES AND OPERATION OF THE FUND

The Consumer Legal Action Fund (the "Fund") was established on 30 November 1994 under a
Deed of Trust with the Consumer Council as the trustee (the "Trustee") for the purpose of offering
financial assistance to consumers in seeking legal redress, remedies and protection. The
Government of the Hong Kong Special Administrative Region (the "HKSAR") has granted a sum
of HK$10 million as initial capital to the Fund. The capital should be repayable to the HKSAR
upon termination. Additional capital amounting to HK$10 million was further injected by the
HKSAR to the fund on 6 September 2010 increasing the capital to HK$20 million.

The address of the registered office and principal place of operation of the Trustee is 22nd Floor,
K. Wah Centre, 191 Java Road, North Point, Hong Kong.

The financial statements are presented in Hong Kong dollars, which is same as the functional
currency of the Fund.

2. APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS ("HKFRSs")

In the current year, the Fund has applied the following new and revised HKFRSs issued by the
Hong Kong Institute of Certified Public Accountants (the "HKICPA").

Amendments to HKFRSs Annual Improvements to HKFRSs 2009 - 2011 Cycle
Amendments to HKFRS 7 Disclosures - Offsetting Financial Assets and Financial
Liabilities
Amendments to HKFRS 10, Consolidated Financial Statements, Joint Arrangements

HKFRS 11 and HKFRS 12 and Disclosures of Interests in Other Entities:

Transition Guidance

HKFRS 10 Consolidated Financial Statements

HKFRS 11 Joint Arrangements

HKFRS 12 Disclosure of Interests in Other Entities

HKFRS 13 Fair Value Measurements

HKAS 19 (as revised in 2011) Employee Benefits

HKAS 27 (as revised in 2011) Separate Financial Statements

HKAS 28 (as revised in 2011) Investments in Associates and Joint Ventures

Amendments to HKAS 1 Presentation of Items of Other Comprehensive Income

HK(IFRIC) - Int 20 Stripping Costs in the Production Phase of a Surface
Mine

The application of the above new and revised HKFRSs in the current year has had no material
effect on these financial statements for the current and prior years and/or on the disclosures set out
in these financial statements.
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CONSUMER LEGAL ACTION FUND

2. APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS ("HKFRSs") - continued

The Fund has not early applied the following new and revised HKFRSs that have been issued but
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are not yet effective:

Amendments to HKFRSs

Amendments to HKFRSs

HKFRS 9

HKFRS 15

Amendments to HKFRS 9
and HKFRS 7

Amendments to HKFRS 10,
HKFRS 12 and HKAS 27

Amendments to HKFRS 11

Amendments to HKAS 16
and HKAS 38
Amendments to HKAS 19
Amendments to HKAS 32
Amendments to HKAS 36

Amendments to HKAS 39

HK(IFRIC) - Int 21

permitted.

Annual Improvements to HKFRSs 2010 - 2012 Cycle?

Annual Improvements to HKFRSs 2011 - 2013 Cycle?

Financial Instruments’

Revenue from Contracts with Customers’

Mandatory Effective Date of HKFRS 9 and Transition
Disclosures’

Investment Entities'

Accounting for Acquisitions of Interests in Joint
Operations*

Clarification of Acceptable Methods of Depreciation
and Amortisation®

Defined Benefit Plans: Employee Contributions®

Offsetting Financial Assets and Financial Liabilities’

Recoverable Amount Disclosures for Non-Financial
Assets’

Novation of Derivatives and Continuation of Hedge
Accounting’'

Levies'

Effective for annual periods beginning on or after 1 January 2014, with earlier application

Effective for annual periods beginning on or after 1 July 2014, with certain exceptions.
Available for application - the mandatory effective date will be determined when the

outstanding phases of HKFRS 9 are finalised.

Effective for annual periods beginning on or after 1 January 2016.
Effective for annual periods beginning on or after 1 January 2017.

The Board of Administrators anticipates that the application of the above new and revised
HKFRSs will have no material impact on the results and the financial position of the Fund.

SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared on the historical cost basis and in accordance with
HKFRSs issued by the HKICPA. Historical cost is generally based on the fair value of the
consideration given in exchange for services. The principal accounting policies adopted are as

follows:

Revenue recognition

Interest income from a financial assets is recognised when it is probable that the economic
benefits will flow to the Fund and the amount of income can be measured reliably. Interest income
is accrued on a time basis, by reference to the principal outstanding and at the effective interest
rate applicable, which is the rate that exactly discounts the estimate future cash receipts through
the expected life of the financial asset to that asset's net carrying amount on initial recognition.
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CONSUMER LEGAL ACTION FUND

3. SIGNIFICANT ACCOUNTING POLICIES - continued
Cost of financial assistance
All costs connected with the provision of financial assistance rendered to consumers are recorded
on an accrual basis and charged against income and expenditure account in the period incurred.

Any costs recoverable from assisted consumers are recorded as income upon receipt.

Financial instruments

Financial assets and financial liabilities are recognised on the Fund's statement of financial
position when the Fund becomes a party to the contractual provisions of the instrument. Financial
assets and financial liabilities are initially measured at fair value. Transaction costs that are
directly attributable to the acquisition or issue of financial assets and financial liabilities are added
to or deducted from the fair value of the financial assets or financial liabilities, as appropriate, on
initial recognition.

Financial assets

The Fund's financial assets are classified as held-to-maturity investments, and loans and
receivables. The classification depends on the nature and purpose of financial assets and is
determined at the time of initial recognition. All regular way purchases or sales of financial assets
are recognised and derecognised on a trade date basis. Regular way purchases or sales are
purchases or sales of financial assets that require delivery of assets within the time frame
established by regulation or convention in the marketplace.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial asset and
of allocating interest income over the relevant period. The effective interest rate is the rate that
exactly discounts estimated future cash receipts (including all fees paid or received that form an
integral part of the effective interest rate, transaction costs and other premiums or discounts)
through the expected life of the financial asset, or, where appropriate, a shorter period, to the net
carrying amount on initial recognition.

Interest income is recognised on an effective interest basis for debt instruments.
Held-to-maturity debt securities

Held-to-maturity investments are non-derivative financial assets with fixed or determinable
payments and fixed maturities that the Board of Administrators of the Fund has the positive
intention and ability to hold to maturity. Subsequent to initial recognition, held-to-maturity debt

securities are measured at amortised cost using the effective interest method, less any identified
impairment losses (see accounting policy on impairment loss on financial assets below).
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CONSUMER LEGAL ACTION FUND

3. SIGNIFICANT ACCOUNTING POLICIES - continued

Financial instruments - continued

Financial assets - continued
Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. Subsequent to initial recognition, loans and receivables
(including interest and other receivables and bank balances) are carried at amortised cost using the
effective interest method, less any identified impairment losses (see accounting policy on
impairment loss on financial assets below).

Interest income is recognised by applying the effective interest rate, except for short-term
receivables where the recognition of interest would be immaterial.

Impairment on financial assets

Financial assets are assessed for indicators of impairment at the end of each reporting period.
Financial assets are considered to be impaired where there is objective evidence that, as a result of
one or more events that occurred after the initial recognition of the financial asset, the estimated

future cash flows of the financial assets have been affected.

Objective evidence of impairment could include:

. significant financial difficulty of the issuer or counterparty; or
. breach of contract, such as a default or delinquency in interest or principal payments; or
. it becoming probable that the borrower will enter bankruptcy or financial re-organisation.

For financial assets carried at amortised cost, the amount of the impairment loss recognised is the
difference between the asset's carrying amount and the present value of estimated future cash
flows discounted at the financial asset's original effective interest rate. If, in a subsequent period,
the amount of the impairment loss decreases and the decrease can be related objectively to an
event occurring after the impairment was recognised, the previously recognised impairment loss is
reversed through income or expenditure to the extent that the carrying amount of the asset at the
date the impairment is reversed does not exceed what the amortised cost would have been had the
impairment not been recognised.

Financial liabilities and equity instruments

Financial liabilities and equity instruments issued by the Fund are classified as either financial
liabilities or as equity in accordance with the substance of the contractual arrangements entered
into and the definitions of a financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of the Fund

after deducting all of its liabilities. Equity instruments issued by the Fund are recognised at the
proceed received, net of direct issue cost.

-10-
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CONSUMER LEGAL ACTION FUND

3. SIGNIFICANT ACCOUNTING POLICIES - continued

Financial instruments - continued

Financial liabilities and equity instruments - continued
Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial liability
and of allocating interest expense over the relevant period. The effective interest rate is the rate
that exactly discounts estimated future cash payments (including all fee paid or received that form
an integral part of the effective interest rate, transaction costs and other premium or discounts)
through the expected life of the financial liability, or where appropriate, a shorter period, to the net
carrying amount on initial recognition.

Interest expense is recognised on an effective interest basis.
Financial liabilities

Financial liabilities (including accounts payable and accrued expenses, and amount due to the
Trustee) are subsequently measured at amortised cost, using the effective interest method.

Derecognition

The Fund derecognises a financial asset only when the contractual rights to the cash flows from
the asset expire, or when it transfers the financial asset and substantially all the risks and rewards
of ownership of the asset to another entity. If the Fund neither transfers nor retains substantially
all the risks and rewards of ownership and continues to control the transferred asset, the Fund
continues to recognise the asset to the extent of its continuing involvement and recognises an
associated liability.

On derecognition of a financial asset in its entirety, the difference between the asset's carrying
amount and the sum of the consideration received and receivable and the cumulative gain or loss
that had been recognised in other comprehensive income and accumulated in equity is recognised
in the income and expenditure statement.

The Fund derecognises financial liabilities when, and only when, the Fund's obligations are
discharged, cancelled or expired. The difference between the carrying amount of the financial
liability derecognised and the consideration paid and payable is recognised in the income and
expenditure statement.

4. CAPITAL RISK MANAGEMENT

The capital structure of the Fund consists of capital from HKSAR and accumulated surplus, if
any.

The HKSAR has granted a sum of HK$20 million as capital to the Fund. The Board of
Administrators of the Fund manages the Fund's capital to ensure that the Fund will be able to

continue as a going concern. The overall strategy of capital management remains unchanged from
prior year.

-11-
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CONSUMER LEGAL ACTION FUND

3. FINANCIAL INSTRUMENTS

a. Categories of financial instruments
2014 2013
HKS$ HK$
Financial assets
Held-to-maturity debt security - 3,951,857
Loans and receivables (including cash and cash
equivalents) 20,304,142 18,316,331
20,304,142 22,268,188
Financial liabilities
Financial liabilities at amortised cost 4,561,113 4,622,286

b. Financial risk management objectives and policies
The Fund's major financial instruments include held-to-maturity debt security, interest and
other receivables, bank balances, accounts payable and accrued expenses, and amount due
to the Trustee.
The risks associated with these financial instruments and the policies on how to mitigate
these risks are set out below. The Board of Administrators of the Fund manages and
monitors these exposures to ensure appropriate measures are implemented on a timely and
effective manner.

Credit risk

The credit risk on liquid funds is limited because majority of the counterparties are banks
with high credit ratings.

Market risk

Foreign exchange risk

The Fund's functional currency is Hong Kong dollars since the transactions are mainly
denominated in Hong Kong dollars. Accordingly, the Board of Administrators of the Fund
considers the foreign exchange risk is not significant.

Interest rate risk

The Fund has no significant interest rate risk as it does not have any interest-bearing
financial assets or financial liabilities other than cash placed with financial institutions.

-12-
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CONSUMER LEGAL ACTION FUND

5. FINANCIAL INSTRUMENTS - continued
b. Financial risk management objectives and policies - continued
Ligquidity risk

The Fund is exposed to minimal liquidity risk as the Board of Administrators closely
monitors its cash flow.

The earliest date on which the undiscounted cash flows of financial liabilities, representing
non-interest bearing financial liabilities of the Fund, can be required to pay is 3 months or
less.

c. Fair value

The fair values of financial assets and financial liabilities are determined in accordance
with generally accepted pricing models based on discounted cash flow analysis.

The Board of Administrators of the Fund considers that the carrying values of financial

assets and financial liabilities recorded at amortised cost in the financial statements
approximate their fair values.

6. HELD-TO-MATURITY DEBT SECURITY

2014 2013

HKS$ HKS$
Debt security listed in Hong Kong - 3,951,857
Market value of debt security - 3,977,315

7. BANK BALANCES

Bank balances comprise cash and short-term deposits with an original maturity of three months or
less and carry interest at market rates which ranged from 0.7% to 1.45% (2013: 0.5% to 1.25%)
Pper annum.

8. AMOUNT DUE TO THE TRUSTEE

The amount represents administrative service expenses payable to the Trustee, details of which are
set out in note 9.

-13-
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CONSUMER LEGAL ACTION FUND

9. RELATED PARTY TRANSACTIONS

During the year, the Fund incurred administrative service expenses amounted to HK$2,354,000
(2013: HK$2,374,000) for the administrative service and office support (comprising salary costs
and attributable overheads) provided to the Fund. The recharge by the Trustee is in accordance
with the provision of the Trust Deed governing the Fund and approved by both the Council and
the Board of Administrators of the Fund.

-14 -
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