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ANNUAL REPORT OF THE CONSUMER LEGAL ACTION FUND 2016-17
HEBRANEESFH2016-17

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

HEEZEGEHBENRNAS (LTHBEES) IEFEA
BEE/1994F 11 B30 KBS E AL
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Purpose

The Fund was established with an initial Government grant of HK$10
million. A further HK$10 million was granted by the Government in
May 2010. The Fund aims to facilitate easier consumer access to legal
remedies by providing legal assistance to consumers, particularly
groups of consumers with similar grievances in cases involving
significant public interest and injustice. Through granting assistance
to eligible cases, the Fund also aims to deter business malpractices
and enhance public awareness of 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 the function of the Council to help consumers resolve their
complaints vis-a-vis the traders concerned by means of conciliation.
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, in processing an application for assistance, the Fund, will
consider whether all other means of dispute resolution have been
exhausted and will 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
or will potentially be adversely affected; whether the case has a
reasonable chance of success; whether assistance to 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.
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Deliberation

During the year under review, the Management Committee held 4
meetings and resolved matters by circulation on 9 occasions, while the
Board of Administrators resolved matters by circulation on 6 occasions.

Altogether, the Fund considered 10 applications across different
categories during the year under review. An application concerning
property-related services and another relating to beauty services
and products were put on hold pending respectively further
conciliation by the Council and further information to be provided
by the applicant. The deliberation of these 2 applications would be
continued in the next reporting year.

After thorough and careful consideration and deliberation, the Fund
declined 7 applications relating to complaints about travel-related
services, technology products, car beauty services, property-related
services, fitness services and beauty services respectively.

During the reporting period, the Fund has granted assistance to
1 application which is related to loan services.

Newly Assisted Case

1. Money Lender and Loan Broker — Claims of Misrepresentation
and Deceit

The assisted consumer was allegedly misled by various
representations made by a money lender and a loan broker into
borrowing a mortgage loan.

The Fund granted assistance on the grounds that such kind of unfair
trade practice was fairly common in the money lending business and
also that it involved significant consumer interest. Instructed by the
Fund to pursue the claims for the assisted consumer, the solicitors
had issued letters before action respectively to the money lender
and the loan broker.

Cases Carried Over from Previous Year

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

1. Beauty Services — Claims of Fraudulent Misrepresentation
and Unconscionable Conduct

Judgment in favour of the assisted consumer had been obtained
against the defendant companies for fraudulent misrepresentation
and unconscionable conduct with regard to a so-called “spokesperson
campaign”. However, the judgment remained unsatisfied.

During the reporting period, the solicitors instructed by the Fund
successfully objected to the intended deregistration of one of the
defendant companies on the ground that there were legal proceedings
underway, preventing the company from being dissolved. They also
sought to enforce the judgment for the assisted consumer.
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2. Headquarters and Professional Staff Cost Charged by a
Management Company of a Residential Housing Estate

Prior to the commencement of the legal proceedings for a declaration
on the justifiability of the “headquarters and professional staff costs”
charged by the management company, the solicitors instructed by the
Fund had negotiated with the legal representatives of the management
company over pre-action disclosure of relevant documents and the
scope of issues in dispute for the intended proceedings.

During the reporting period, the solicitors instructed by the Fund
attended a voluntary inspection of the management company’s
financial records and obtained further advice from counsel on the
related matters. Preparation for commencement of legal proceedings
was underway.

3. Dental Services — Failure to Provide or Complete
Prepaid Treatment

The 6 assisted consumers had respectively made payment either
in part or in full to the dental clinic operated by the defendant
companies, that ceased its business before providing or completing
the services to them. Judgments in favour of the assisted consumers
had been obtained against the defendant companies. But the
judgments remained unsatisfied. During the reporting period, the
solicitors instructed by the Fund sought to enforce the judgments.

4. Beauty Services — Personal Injuries Claim

The assisted consumer had sustained injuries as a result of the
beauty treatments negligently performed by a beauty salon.

By the end of the reporting period, the assisted consumer obtained
a favourable judgment after trial against the beauty salon which
was ordered to pay compensation to the assisted consumer for the
injuries and loss arising from the treatments.

5. Alleged Misappropriation of Management Fees and
Failure to Make Proper Disclosure of Expenses by
Management Company of a Residential Housing Estate

The assisted consumer, a purchaser of a first-hand residential unit
of the estate in question, claimed that the estate manager had
misappropriated the management fees to pay for expenses incurred
in handing over the residential units from the developer to the
purchasers. The estate manager was also alleged to have failed to
make proper disclosure of the estate’s management accounts in
respect of other expenses.

During the reporting period, the solicitors instructed by the Fund
demanded the estate manager to rectify the alleged problems and
advised the assisted consumer on how to exercise his right as an
owner to inspect the estate’s books and accounts. Afterwards, given
the circumstances, the Fund concluded after deliberation that court
action was not the most effective means of resolution in this case
and thus terminated the legal assistance.
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Statistics

Since its establishment and up until the year under review, the Fund
has received a total of 1,329 applications and has granted assistance
to 700 applications’.

Finance

The Fund’s income is derived from:

(@) investing the capital sum in fixed deposits;

(b) charging applicants a fee of HK$S100 each for cases within the
jurisdiction of the Small Claims Tribunal and HKS1,000 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 2017, the Fund had a balance of approximately
HK$8.94 million”.
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APPLICATIONS FOR CONSUMER LEGAL ACTION FUND
HEERNEERFERRE

Number of applications received since 30 November 1994

H1994F118308L2K, EEEENSRFESHE 1,329
Problem solved during application 1T EE 55 2A & RO E E EARIR 175
Under consideration {3155 &+ 11
Assistance granted EESH# PR HE 700

Compensation recovered E758%(&

e out-of-court settlement FESMfR 192
e judgment obtained & B EEER 18

Not pursued further KB IE#£E

* no recovery prospect [F4EFE(ERTAE 465

e application withdrawn [FFEz57E1[E] 6

e terminated by the Fund #ES#& 1 8

Referred to Legal Aid B EEEIE 1

In process 1t ERIEH 10
Referred to Council for Policy Consideration Ex8H E&/E IR R I8 3
Referred to Council for Conciliation/Monitoring 35 E & & e /85 10
Assistance declined RiZ4NEAEE 430

105



106

CONSUMER LEGAL ACTION FUND EZE#EFaAE | FINANCIAL STATEMENTS 81753k

Annex C ff#&R

INDEPENDENT AUDITOR'S REPORT J&i 7 A% # iy 2538

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

Opinion

We have audited the financial statements of Consumer Legal Action Fund (the
"Fund") set out on pages 108 to 117, which comprise the statement of financial
position as at 31 March 2017, and the income and expenditure statement,
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 our opinion, the financial statements give a true and fair view of the state of the
Fund's affair as at 31 March 2017, and of its deficit and its 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").

Basis for Opinion

We conducted our audit in accordance with Hong Kong Standards on Auditing
("HKSAs") issued by the HKICPA. Our responsibilities under those standards
are further described in the Auditor's Responsibilities for the Audit of the
Financial Statements section of our report. We are independent of the Fund in
accordance with the HKICPA's Code of Ethics for Professional Accountants (the
"Code"), and we have fulfilled our other ethical responsibilities in accordance
with the Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Other Information

The Board of Administrators of the Fund are responsible for the other information.
The other information comprises the information included in the annual report,
but does not include the financial statements and our auditor's report thereon.

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

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

Responsibilities of Board of Administrators for the Financial Statements

The Board of Administrators are responsible for the preparation of the financial
statements that give a true and fair view in accordance with HKFRSs issued by the
HKICPA, and for such internal control as the Board of Administrators determine
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 Board of Administrators are responsible
for assessing the 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 unless the Board of Administrators either intend to liquidate the Fund
or to cease operations, or have no realistic alternative but to do so.

The Board of Administrators are responsible for overseeing the Fund's financial
reporting process.
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INDEPENDENT AUDITOR'S REPORT J& 7 A% #i iy 25E

TO THE TRUSTEE OF CONSUMER LEGAL ACTION FUND - continued

(Established in Hong Kong under the Deed of Trust dated 30 November 1994)

Auditor's Responsibilities for the Audit of the Financial Statements
Our 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 our opinion solely to you, 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. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with HKSAs 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 HKSAs, we exercise professional judgment
and maintain professional skepticism throughout the audit. We 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 our 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 Fund's
internal control;

evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures made by the administrators;

conclude on the appropriateness of the administrators' 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 Fund's ability to continue as a going concern. If we conclude that
a material uncertainty exists, we are required to draw attention in our auditor's
report to the related disclosures in the financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor's report. However, future events
or conditions may cause the 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.

We communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit and significant audit findings,
including any significant deficiencies in internal control that we identify during our audit.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

7 August 2017
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The English version of this financial statements shall prevail over the Chinese version for the purpose of interpretation.
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Income
Bank interest income
Application fee from assisted consumers

Sundry income

Less:

Expenditure

Auditor's remuneration
Administrative service expenses
Bank charges

Legal fees for assisted consumers

Sundry expenses

Deficit for the year

NOTE
Myt
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2017
5—tF
HKS

BIT

113,556
8,800

122,356

15,300
1,822,000
4,030

619,861

4,413
2,465,604

(2,343,248)

2016
BT
HKS

BT

107,941

3,600

190,075

301,616

14,900
2,003,000
3,320

911,784

4,873
2,937,877

(2,636,261)
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STATEMENT OF FINANCIAL POSITION BAT&HR L%
AT 31 MARCH 2017 - &—t&=H=1+—H

NOTES 2017 2016
BEE —B—tF —ER"E
HKS HKS
BT BT

Current assets MENEE
Interest and other receivables I B R B EBR TR 41,868 37,492
Bank balances SRITHEA 6 11,272,391 13,452,587
11,314,259 13,490,079

Current liabilities RENEE
Accounts payable and accrued expenses FENERR R IESTE A 550,123 201,695
Amount due to the Trustee ENZFEARIE 7 1,822,000 2,003,000
2,372,123 2,204,695
Net current assets MAEEFE 8,942,136 11,285,384

Capital and reserve BARRE R

Capital BER 20,000,000 20,000,000
Accumulated deficit RIEEIE (11,057,864) (8,714,616)

8,942,136 11,285,384

The financial statements on pages 108 to 117 were approved and authorised for issue by the Board of Administrators on
7 August 2017 and are signed on its behalf by:

N 108 £ 117 EMPBHREJCEN _F—tF/\B tRERTEZESIELREREN > YA TIIRKEE

Prof. Wong Yuk-shan Ms. Gilly Wong Fung-han
BEIFEE =RAZ L
ADMINISTRATOR ADMINISTRATOR
WTEE PITEE
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STATEMENT OF CHANGES IN EQUITY HExss#E) 3

FOR THE YEAR ENDED 31 MARCH 2017 &ZE - S —+tF=A=+—HUIFE

Accumulated

Capital deficit

=N RigksiE

HKS HKS

BT BIT

At 1 April 2015 N_F—AFNE—H 20,000,000 (6,078,355)
Deficit for the year AREERIE - (2,636,261)
At 31 March 2016 WIBE—AEF=F=+—H 20,000,000 (8,714,616)
Deficit for the year KEEBHE - (2,343,248)
At 31 March 2017 W_E—tE=B=+—A1 20,000,000 (11,057,864)

Total
85

HKS
BIT

13,921,645

(2,636,261)

11,285,384

(2,343,248)

8,942,136
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STATEMENT OF CASH FLOWS & &
FOR THE YEAR ENDED 31 MARCH 2017 &2 —_F—+t&—=—A=+—HIEE

CONSUMER LEGAL ACTION FUND SEEEFFAES

Operating activities
Deficit for the year

Adjustment for:
Bank interest income

Operating cash flows before movements in working capital
Decrease in amount due to the Trustee

Increase in accounts payable and accrued expenses

Net cash used in operating activities

Investing activities

Interest received

Placement in time deposits with original maturity over three months

Withdrawal of time deposit with original maturity over three months

Net cash from (used in) investing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year

Total bank balances represented by:

Time deposits with original maturity over three months

Cash and cash equivalents

EEEE

FEBR

FLTFIIRBFREEE:
RITAEUA

FENZFEAFSIRZ D

PSRRI FE T2 IS I

EETHMAZREFHR

REEE

EURIE

BARZIBRB=E R ERFR

RERRZIEI RS =B EHFR

REZBHELE (FTA) 2HE3H

RERFEFERBFERD

REFMZRERREFEERE

RAFEZRERBEEFEER

RITRBRREFER:

R =(E P EHEHR

RELREEERE

2017 2016
B4 AV
HKS HKS

BT BIT
(2,343,248) (2,636,261)
(113,556) (107,941)
(2,456,804) (2,744,202)
(181,000) (707,000)
348,428 184,101
(2,289,376) (3,267,101)
109,180 120,748
(106,070) (9,876,931)

= 4,162,218

3,110 (5,593,965)
(2,286,266) (8,861,066)
3,730,599 12,591,665
1,444,333 3,730,599
9,828,058 9,721,988
1,444,333 3,730,599
11,272,391 13,452,587
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NOTES TO THE FINANCIAL STATEMENTS BATS$R3M3)
FOR THE YEAR ENDED 31 MARCH 2017 &2 _F—+t&—=—A=+—HIFEE

1. OBJECTIVES AND OPERATION OF THE FUND 1. E&BEREE

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.

. APPLICATION OF NEW AND AMENDMENTS TO HONG KONG

FINANCIAL REPORTING STANDARDS (“HKFRSs”)
Amendments to HKFRSs that are mandatorily effective for the current
year

The Fund has applied the following amendments to HKFRSs issued by the
Hong Kong Institute of Certified Public Accountants ("HKICPA") for the first
time in the current year:

HEEFRES(TES) REGEEHN
—NNOF+—A=THK HEEREEAH
FEANZFEAL) BN EEE R EEED
BFERESREEE  MBELMRE LHEBR
TREER (LT ERE "EBBEBUN, ) BR—T
BETTFRAESNIHER  LEATTESKIEE
ERSERETBFERN - BEFEENNR _F—
BEAANABRRESIANGRE-—TEETL
BHER SHERENMERTEAETT

RREAZEMMER M ERE BT RTHEL
ABEEE 191 SRR 22 -

RUBHRERLUETIL  BLTRESZINEE

. RINFET R ST BB BREER ("HEY

BRG], )
R FE R FANEETE BB EER

AEER BESEERRMBEBETMASES
BILUT (BB ELERD) (BETA):

Amendments to HKFRSs

Amendments to HKFRS 10, HKFRS
12 and HKAS 28

Amendments to HKFRS 11

Amendments to HKAS 1

Amendments to HKAS 16 and HKAS 38

Amendments to HKAS 16 and HKAS 41

Amendments to HKAS 27

Annual Improvements to HKFRSs
2012 - 2014 Cycle

Investment Entities: Applying the
Consolidation Exception

Accounting for Acquisitions of
Interests in Joint Operations

Disclosure Initiative

Clarification of Acceptable
Methods of Depreciation and
Amortisation

Agriculture: Bearer Plants

Equity Method in Separate
Financial Statements

(BREMBHRELEI)
(BETA)

(ERYHREER) 2B
1085 12 5 R (E
BE ) 5 28
S ACCHES)

(BB BHEED)
£ 1158 (BETA)

(BBETTER) S 158
(BETA)
(BBEETER) 2 16 5%
BE8 38 5% (1BRTA)

(BBETER) 2 16 5%
SERAEACHES)

(BEBGTTER) #E 27
58 (BRI A)

(BEBTBHRELER) —
B_HFE"FMN
FRPFELCE

REER MRFEW
RHIEM

POEEES
SR
RETE

BEITE N
Tk

EE AENEY

BRI A

The application of the amendments to HKFRSs in the current year has had
no material impact on the Fund's financial performance and positions for
the current year and prior period and/or on the disclosures set out in these
financial statements.

REERMNET AV BRELER BT AHES A
FERERNFENTBRREGORN / HZEWH
WEFENNEENREERTE -
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NOTES TO THE FINANCIAL STATEMENTS B4 %5k 51
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2. RMFETRMERT 2 BB MR ELER ("HER
BEREHER, ) —

2. APPLICATION OF NEW AND AMENDMENTS TO HONG KONG

FINANCIAL REPORTING STANDARDS (“HKFRSs”) - continued
ERAHEREREIZ AT RANEET B BRI R & 228

New and amendments to HKFRSs in issue but not yet effective

ESWARIZE RN T I CBMEMRER T K

The Fund has not early applied the following new and amendments to

HKFRSs have been issued which are not yet effective: RASET 2 BB REXER
HKFRS 9 Financial Instruments * (EBVBERELED) SRTA'
£ 998
HKFRS 15 Revenue from Contracts with (BB BERELED) BEAHWA KA
Customers and the related %15 58 BT
Amendments *
HKFRS 16 Leases (BHBMBEREER) ME?
%16 %

Amendments to HKFRSs

Annual Improvements to HKFRSs

(BREMBREERD

(EEYHREEA)

2014 - 2016 Cycle ® ({BRTA) TE-NEE"E
—ANFEBPCFE
o ®
Amendments to HKFRS 2 Classification and Measurement ((% IR EXEAD J/Xﬂﬁﬁ}?%%%ﬁ?ﬂ?&
of Share-based Payment WA ACCHES) S ERETE

Amendments to HKFRS 4

Transactions !

Applying HKFRS 9 Financial

((é B B EXER)

(EEYHREEA)

Instruments with HKFRS 4 5458 (IBRTA) EORERMTE,
Insurance Contracts * PAEBTBRE
AERIY 25 4 5% TIRER
A1, 1rER !
Amendments to HKFRS 10 and Sale or Contribution of Assets (EBVFHRELERD 8 WEFAHEBE P
HKAS 28 between an Investor and its 10 SERABBEFTE MEELEIBN
Associate or Joint Venture 4 A5 28 %L%Uaaﬁi) BERESNEE
Amendments to HKAS 7 Disclosure Initiative ° (EBGETEAYE T WEE°
R (BETR)
Amendments to HKAS 12 Recognition of Deferred Tax (BHBEHER) $ 12 AR R BRERE
Assets for Unrealised Losses ° ACCHIEN) ERIEEEE
Amendments to HKAS 40 Transfers of Investment Property * (BB ETHER) £ 40 ERIREME
2 (1\?5T2|'§)

! Effective for annual periods beginning on or after 1 January 2018

2 Effective for annual periods beginning on or after 1 January 2019

® Effective for annual periods beginning on or after 1 January 2017 or

1 January 2018, as appropriate

4 Effective for annual periods beginning on or after a date to be determined

> Effective for annual periods beginning on or after 1 January 2017

The Board of Administrators of the Fund anticipate that the application of
the new and amendments to HKFRSs will have no material impact on the

financial statements.

AT \F—A— AR F AN
P CENE— A A RIA A
PRCF—tF-ARAR TS \E—A—AsiuE

PRt F AR R (WA )

CEWRBMRETE

P RIS A AR AR

ESHTEREGRY BRI MBI (BE
MIFREER) WY BWRIWEE R E -
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3. SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared in accordance with HKFRSs
issued by HKICPA.

The financial statements have been prepared on the historical cost basis.
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.

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 when the Fund
becomes a party to the contractual provisions of the instrument.

The Fund's 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

Financial assets are classified as 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 debt instrument 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.

Annex C ff#&R
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3. SIGNIFICANT ACCOUNTING POLICIES - continued 3. EREEBR — M

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 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:
e significant financial difficulty of the issuer or counterparty; or

e breach of contract, such as a default or delinquency in interest or
principal payments; or

e 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
Financial liabilities are classified in accordance with the substance of the
contractual arrangements entered into and the definitions of a financial liability.

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.

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.

ERITH — &
cHMEE — &
,\T}\’&FL&@%TA

ERN MR EESEEENAEE ERER
&%EEE’]FE%J:FEE’J?FME%mEéF SR e
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BIRERIBARESE SETXEHESHEE
AR EETER) °

ERAIS MBI BB AR RSN A B AR B BRA
KR -
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SREETGERESERENRZAERRET
MEEBERRN TSREENSHERREE—
EXZAEHEHZEMEENRRERER
EXIE ZERMEEATRERE

FEERBETAELENEILEE:
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KRR ARRMGHARERE 2R ENEERE - NRE
FERNHIERE B EEERE mBEERERNTE
th B RIRE B IR R B A 2 SRR BIZRIE
FER BB IRA BB R EZEE
REERIRIEZ B REE R AT B B E W AR Al
R B

THMaR
ERBERREMIIANZTHFNEERS/MEE
ZESEETHE-

EREE (BREMRANRTERMENZEA
FIR) RAE RN EDIEHE R A E -

BERFIFE

BEEAR LS HSRMa A SRR LIRAE S
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3. SIGNIFICANT ACCOUNTING POLICIES - continued 3.

Financial instruments - continued

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 4.

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.

5. FINANCIAL INSTRUMENTS 5.

a. Categories of financial instruments

FEEEBR — @

@ TH — &

FiH

SAEEREEESRESAENGENER Nk
BEENEFREENKT2MER LD REEE
TER-EBRFN ZSREES RN MESAK
ERNRBERENET 2R & O - W ikE
EHNEEEE EASEBEERESHENEER
R EE - WHERHE AR -

EomEENEEIHEN ZREENREERS
WAEMACE S R E A AR AU AT B 7 e R 2R
B REHE R BRI RN EE R PER

EEEZESTERME BUEERR SR&
B S EREE SN SR aEmRmESRD
NMEANEBNERE RS EERARES -

BEXREBEE

FESMEARTARBRBUTEIANERANRRER
& (208) ARk

FARFERNCETMTEETFRESER R
SHTERESGHESERNETER LIERAES
B IERE - BEAEE C BRERBEEFAR -

EMTA

A ERTEAR

2017 2016
HKS HKS
HTT HBIT
Financial assets ERMEE
Loans and receivables (including cash and cash ERNERFIE (BRERESNE
equivalents) SZHEE) 11,314,259 13,490,079
Financial liabilities cMafs
Financial liabilities at amortised cost DU SER At ENSREE

2,372,123 2,204,695

b. Financial risk management objectives and policies

The Fund's major financial instruments include 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.

2. SREREEER IR
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5. FINANCIAL INSTRUMENTS - continued 5. EMTHR —

b. Financial risk management objectives and policies - continued
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.

Liquidity 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. Fairvalue

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. BANK BALANCES

Bank balances comprise cash and short-term deposits with an original
maturity of three months or less and time deposits of HK$9,828,058 (2016:
HKS$9,721,988) with an original maturity over three months, and carry
interest at market rates which ranged from 0.3% to 1.15% (2016: 0.35% to
1.25%) per annum.

. AMOUNT DUE TO THE TRUSTEE

The amount represents administrative service expenses payable to the
Trustee, details of which are set out in note 8. The amount is unsecured,
interest-free and repayable on demand.

. RELATED PARTY TRANSACTIONS

During the year, the Fund incurred administrative service expenses
amounted to HK$1,822,000 (2016: HK$2,003,000) 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.
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