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ANNUAL REPORT OF THE CONSUMER LEGAL

ACTION FUND 2021-22
HBBERDESFH 2021-22

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

HEEREGRHBEERLES (LUTHEHRES)) NEFA BEER 1994 F 11 7

30 AIRIR(EERIHRIL

Purpose

The Fund was established with an initial Government grant of HK$10
million. Subsequently two extra grants each in the amount of $10 million
were received in May 2010 and May 2018 respectively. The Fund aims
to facilitate easier consumer access to legal remedies by providing legal
assistance to consumers, particularly for 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 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 with 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.

1 See Annex A for the Membership of the Board of Administrators and Management Committee. #17%&
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Deliberation

During the year under review, the Management Committee held 4
meetings and resolved matters by circulation on 28 occasions, while the
Board of Administrators resolved matters by circulation on 8 occasions.

Altogether, the Fund considered 36 applications across different
categories during the year under review.

After thorough consideration, the Fund declined 32 applications relating
to complaints involving motor vehicle, automobile repair services,
learning kit, wedding package, beauty services, cleaning machine,
property management, dental services, immigration consultancy
services and purchase of local and non-local properties respectively.

During the reporting period, the Fund granted assistance to 4
applications relating to time-sharing scheme, beauty services and
immigration consultancy services.

Newly Assisted Cases

1. Time-sharing Scheme - Aggressive Commercial
Practices

Evidence indicated that the assisted consumer was pressurised into
executing a vacation club membership agreement by aggressive
sales tactics adopted by the trader including prolonged and persisted
sales pitching.

The Fund considered that the case involved sufficient legal merits
and significant consumer interest. During the reporting period, the
Fund instructed solicitors to bring legal proceedings against the
trader.

2. Beauty Services - Personal Injuries Claim

Evidence indicated that the assisted consumer suffered personal
injuries as a result of facial treatment provided by the trader.

The Fund considered that the case involved sufficient legal merits
and significant consumer interest. During the reporting period,
the Fund was in the process of instructing solicitors to act for the
assisted consumer with a view to commencing legal action against
the trader.

3. Beauty Services - Personal Injuries Claim

Evidence indicated that the assisted consumer sustained personal
injuries as a result of facial treatment performed by a doctor at a
medical beauty centre.

The Fund considered that the case involved sufficient legal merits
and significant consumer interest. Upon due execution of the
Agreement with the assisted consumer, the Fund will instruct
solicitors to commence proceedings against the medical centre and
the doctor.
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4. Immigration Consultancy Services - Breach of Duties

Evidence indicated that an immigration consultancy services
company had breached its contractual and common law duties of
care towards the assisted consumers, rendering them unable to
proceed with their immigration process.

The Fund considered that the case involved sufficient legal merits
and significant consumer interest, given the substantial sums
involved and the desirability to establish case precedent on the
scope of duties of immigration consultants in Hong Kong. Upon due
execution of the Agreement with the assisted consumer, the Fund
will instruct solicitors to act for the assisted consumer and prepare
for the intended proceedings against the trader.

Cases Carried Over From Previous Year

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

1. Columbarium - Refusal to Allow Interment of Ashes

The assisted consumer’s mother purchased a niche from a private
columbarium in 1996. In 2017, the assisted consumer wanted to
inter her mother’s ashes into the niche after she passed away.
However, the columbarium refused to do so on the ground that the
deceased’s name printed on the receipt issued by the columbarium
was different from the name on her death certificate and Hong Kong
Identity Card.

During the reporting period, the columbarium’s application for
licence under the Private Columbaria Ordinance (PCO) was under
review by the Private Columbaria Licensing Board. Meanwhile, the
ashes were interred at another columbarium and assisted consumer
wished to wait for the grant of licence to the columbarium. In the
circumstances, the Fund continued to monitor the progress of the
columbarium’s application under the PCO.

2. Fitness Services - Aggressive Commercial Practices

Evidence indicated that the assisted consumer, being a person
suffering from autism, entered into two membership agreements
and one personal trainer’s agreement as a result of the unfair trade
practices and unconscionable conduct of the fitness centre.

During the reporting period, the High Court ordered the fitness
centre to be wound up with costs to the assisted consumer. Joint
and Several Provisional Liquidators were appointed by the Official
Receiver. The liquidation process is underway.
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3. Financial Services - Breach of Duty and Contract

Evidence indicated that the assisted consumer sustained loss in
investing in London Gold as a result of the breach of duty and
contractual obligation by the trader. In view of the circumstances of
the case, the Fund considered that there were sufficient merits and
significant consumer interest for assistance to be granted for legal
action to be taken against the trader.

During the reporting period, legal proceedings were commenced
against the trader and its agent in the District Court. In default of
defence, judgment was entered in favour of the assisted consumer
against the trader and its agent with costs. The scope of assistance to
the assisted consumer was extended to cover enforcement actions
which are underway.

. Residential Renovation Works - Unscrupulous Trade

Practices and Contract

The assisted consumer had contractual dispute with the trader
concerning residential renovation works at his property. After
measuring the flat, the trader substantially inflated the quotation
price for the furniture as well as renovation works and thus the
assisted consumer decided not to proceed with the renovation
works. However, the trader alleged that an agreement had already
been made and sued the assisted consumer in the District Court for
the price of the works as stated in the quotations provided after the
measurement had taken place.

During the reporting period, a settlement agreement was made
between the assisted consumer and the trader. The action in the
District Court was discontinued.

. Purchase of Residential Property - Breach of Duty and

Contract

Evidence indicated that the assisted consumer was induced to
purchase a unit adjoining the flat roof in reliance of an improper
floor plan and misrepresentations given by the estate agent.

During the reporting period, legal proceedings against the estate
agency and the estate agent in the District Court were in progress.

. Fitness Services - Unfair Trade Practices and

Unconscionable Conduct

The Fund granted assistance to the assisted consumer who, as
evidence indicated, had entered into a membership agreement and
2 personal training agreements as a result of unfair trade practices
and unconscionable conduct of the fitness centre.

During the reporting period, the Fund instructed solicitors to act for
the assisted consumer. Legal proceedings were commenced against
the trader which failed to file any notice of intention to defend and
defence. Default judgment would be applied for against the trader.
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7.

Residential Renovation Works - Unscrupulous Trade
Practices and Breach of Contract (Case 1)

The assisted consumer suffered considerable loss as a result of the
trader’s failure to complete a residential renovation project due to
its financial difficulties notwithstanding accepting payments from
the assisted consumer. Evidence indicates that the trader and the
director involved might have known that its business was in serious
difficulties but continued to accept payments.

However, before the commencement of the assistance, the assisted
consumer withdrew the application due to personal reasons.

Residential Renovation Works - Unscrupulous Trade
Practices and Breach of Contract (Case 2)

The assisted consumer suffered considerable loss as a result of the
trader’s failure to complete a residential renovation project due to
its financial difficulties notwithstanding accepting payments from
the assisted consumer. Evidence indicated that the trader and the
director involved might have known that its business was in serious
difficulties but continued to accept payments.

During the reporting period, the Fund instructed solicitors to act for
the assisted consumer. Legal proceedings were commenced against
the trader which failed to file any notice of intention to defend. The
court finally issued a default judgment against the trader.

Statistics

Since its establishment and up until the year under review, the Fund
has received a total of 1,434 applications and has granted assistance
to 722 applications’.

Finance

The Fund’s income is derived from:

(@)
(b)

(c)
(d)

As

investing the capital sum in fixed deposits;

charging applicants a fee of $100 each for cases within the
jurisdiction of the Small Claims Tribunal and $1,000 each for other
court cases;

recovering legal costs from defendants in successful cases; and

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

at 31 March 2022, the Fund had a balance of approximately

HKS$13.4 million®.
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2 See Annex B for the statistics of applications for the Fund. E&HHEZRETRMTRS
3 See Annex C for the Fund’s Auditor’s Report and Financial Statements for the period under review. ESARFEERIIXEENIHRE N B RS B HTEEA o
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Annex B ff{&% 2,

APPLICATIONS FOR CONSUMER LEGAL ACTION FUND
HBEERAEERFEEMRE

Since 30 Nov 1994 up to 31 Mar 2022 F119944F11H30F20224F3831H

Applications received B IEERENEE 1,434
Problem solved during application 7EER=5HARIRIE D E A 188
Under consideration {37 EZEH 6
Assistance granted BEESH TR HE 722

Status of cases where assistance granted' EE S T8~ B BT

Compensation recovered E7S5{E

e out-of-court settlement FESMN#E 199

* judgment obtained #&E5FFEEEN 21
Cases not pursued further KXEIEE

* no recovery prospect REEFEETRTAE 465

e application withdrawn KB z5#[E 11

e terminated by the Fund #E&#& I 17
In process 7EERIEAH 9
Assistance declined REfREEE 503
Other actions” EAth 75757 15

1 Some cases were carried over from previous year EEZR A MEIER#E DEE RSTRAEZR
2 Cases include but are not limited to those being referred to the Council for policy consideration, conciliation, monitoring and/or the Legal Aid Department
BRBEEFARNERXTHESFRRRE B BEL/ EEEHE
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STATISTICS FOR ASSISTED CASES AND APPLICATIONS

OF CONSUMER LEGAL ACTION FUND IN 2021/22
2021/22F B HBEFRAREEZHEERFFRIRE

Assisted Cases
ZHNEISE

Brought forward assisted cases

2020/2021 oy emmmEx

Assistance granted
EESH T HEINEE
Assisted cases cleared during the year

HAE BRI B E R

2021/2022

Carrled forward assisted cases

Other Applications to be Handled
Hith BB

Brought forward applications
2020/2021 BHEIEIRENRS

20

New applications
BESEENFPRG
Applications handled
ERENERF
Assistance granted
EESH T HBNRE
Assistance declined
BESREMRIRE
Problem solved
AR ERA
Other actions

Hfthr5iE

2021/2022
(32)

28

(36)

Carried forward applications
2022/2023 g ipnimenzs

2022/23 Carried Forward Assisted Cases and Applications
2022/23 FEERBERENZIERREH

Assisted cases

ELL(EES

Other applications to be handled
2022/2023 BB EIENERE

Carried forward assisted cases and applications

BRERERNZ BN EZRE R

15
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CONSUMER LEGAL ACTION FUND jEZ#&ETFFAES | FINANCIAL STATEMENTS B47%53k3 = Annex C+ fiikiR

Independent Auditor’s Report &/ X iR EE

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 159 to 174, which comprise the statement
of financial position as at 31 March 2022, and the income and
expenditure statement, statement of changes in capital and reserves 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 2022, 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 is 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.
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Independent Auditor’s Report B3 i SR E=E

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

Responsibilities of Board of Administrators 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
HKFRSs issued by the HKICPA, and for such internal control as the Board
of Administrators 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 Board of Administrators is
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 intends to liquidate the Fund or to cease
operations, or has no realistic alternative but to do so.

The Board of Administrators is responsible for overseeing the Fund's
financial reporting process.

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, as a body, in accordance with our
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;
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Independent Auditor’s Report B3 I B EsRE=E

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 -
continued

. evaluate the appropriateness of accounting policies used and
the reasonableness of accounting estimates and related
disclosures made by the Board of Administrators;

. conclude on the appropriateness of the Board of
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

29 July 2022
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Income and Expenditure Statement IfZ A E KR
FOR THE YEAR ENDED 31 MARCH 2022 8, E " S~ " =A=+—HItFE

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 2022 2021
fyEE = _E
HKS HKS
I AT

WA
RITHRIBULA 59,742 205,793
ZEEBEERRE 21,500 24,100
LT AN 221,477 7,858
302,719 237,751

VA

X H
2SN <& 17,500 17,000
ITBURIEZ 6 864,487 1,151,513
WITEH 4,580 4,090
ZEHEE RS 303,006 296,134
FEIESZ 9,147 12,014
1,198,720 1,480,751
REEEER (896,001) (1,243,000)
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Statement of Financial Position B AR TR
AT31MARCH2022 A_E__H#=H=+—H

NOTE 2022 2021
FMegE - S B
HKS HKS
BT BT

Current assets MENERE
Interest receivables FEUSFI S 36,055 87,388
Bank balances RITHEER 4 14,521,047 15,691,051
14,557,102 15,778,439

Current liabilities EAaE
Account payables and accrued expenses FEAERFT AN EETEH 248,711 287,021
Amount due to the Trustee FENZEEAGRIE 5 864,487 1,151,513
1,113,198 1,438,534
Net current assets RENEESEH 13,443,904 14,339,905

Capital and reserves BER K #HE

Capital =N 30,000,000 30,000,000
General fund —fpES (16,556,096) (15,660,095)
13,443,904 14,339,905

The financial statements on pages 159 to 174 were approved and authorised for issue by the Board of Administrators on 29 July 2022
and are signed on its behalf by:

N 159 EESE 174 BN BRRCR T _F LA TN BB TEESHELFERM - WA TRREE !

Mr. Clement CHAN Kam-wing, MH, JP Ms. Gilly Wong Fung-han
BREBESIEA - BREB)E > ATHL =REZ T+
ADMINISTRATOR ADMINISTRATOR
WITEE BITES
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Statement of Changes in Capital and Reserves B4 B E) TR
FOR THE YEAR ENDED 31 MARCH 2022 8, E " S~ " =B =+—HItFE

Capital General fund Total

ER —RES a5
HKS$ HKS HKS
BIT BIT HIT
At 1 April 2020 N -FFIPA—H 30,000,000 (14,417,095) 15,582,905
Deficit for the year NEEEE - (1,243,000) (1,243,000)
At 31 March 2021 RIF_—F=A=+—H 30,000,000 (15,660,095) 14,339,905
Deficit for the year NEEEE - (896,001) (896,001)
At 31 March 2022 W_B__H#=RA=+—H 30,000,000 (16,556,096) 13,443,904
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Statement of Cash Flows &R EFR

FOR THE YEAR ENDED 31 MARCH2022 By E """ F—A=1+—HIFE

Operating activities
Deficit for the year
Adjustment for:
Bank interest income

Operating cash flows before movements in
working capital

(Decrease) increase in amount due to the Trustee

(Decrease) increase in account payables 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 deposits with original maturity
over three months

Net cash from investing activities

Net (decrease) increase 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

&EES
REEREE
LTI B fEHAAE
SRITABMA

LEESEHHI
EERTNE
ENSFEATIE (B ) 38
ERRANEERZ
OB ) s&n

RREEEEHEFE

REES
EHAIE
FHERERIHA
R
RIREZIHH
R

REREEDIREFR
HELRSFYWRBFELZ

(B4 ) sEhn
REFNzRERRESFERA

B=EH<z

B=ER<z

RAFEZRERRESFERA

RITRESRERRITE R
REZHBEB=@EHZ
R
RekReFEER

2022 2021
s S5
HKS HKS

BT BIT
(896,001) (1,243,000)
(59,742) (205,793)
(955,743) (1,448,793)
(287,026) 508,287
(38,310) 120,474
(1,281,079) (820,032)
111,075 229,187
(17,690,000)  (17,283,000)
18,628,000 18,135,000
1,049,075 1,081,187
(232,004) 261,155
1,563,051 1,301,896
1,331,047 1,563,051
13,190,000 14,128,000
1,331,047 1,563,051
14,521,047 15,691,051
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Notes to the Financial Statements Bt }EsRFRMisE

FOR THE YEAR ENDED 31 MARCH 2022 B E S - —_H#=—A=+—HI-FE

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
HKS$20 million was further injected by the HKSAR to the Fund
on 6 September 2010 and 31 May 2018, with HKS10 million
each time, increasing the capital to HKS30 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 also the functional currency of the Fund.

2. APPLICATION OF AMENDMENTS TO HONG KONG FINANCIAL
REPORTING STANDARDS ("HKFRSs")

Amendments to HKFRSs that are mandatorily effective for
the current year

In 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,
which are mandatorily effective for the annual periods
beginning on or after 1 April 2021 for the preparation of the
financial statements:

Amendments to HKFRS 16  Covid-19-Related
Rent Concessions

Amendments to HKFRS 9, Interest Rate
HKAS 39, HKFRS 7, Benchmark Reform - Phase 2
HKFRS 4 and HKFRS 16

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

ESRARREE

HEBEHRRAES ( T2, ) EREETE
PAR—ANANE+—RB=1THK  HEE
ZEGRAEZTEA ( TEEAL ) » BHE
ROBBERMKCERE - BERBRESRE
B~ EIMRE - WHEBRIITHREREF
(LT ERE TE8RERN, ) #R—T8
BTERESHNIMER - WEATEESK
IPEFRERETBFRET - BEFRIK
FR-ZFB-—FFNAAANBA-F—-N\F1H
=t—HREEDIEIAGR—TEETLZ
BINER » SCBERBNE=TEHETT °

REAZEMPERNEZLEMIIRE
BitABEEEE 191 SR EBBRRL 2248 -

AGBERELUBTIIM - BTRRES 2
BRI R 2 (BRUBH LA
(T (EBREREER) | )

REEBA LA T (BB EREE
Ay

REAEE  ZEESERRRVBHREEFER
ERBEERITMAE ( "TEBGFMA
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BFR FEHE RS 4E NN TIRET 2
(BB REED)
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SE165% (18274 ) BN SEIE
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Notes to the Financial Statements Bf JE&R R M=
FOR THE YEAR ENDED 31 MARCH 2022 &%

2.

APPLICATION OF AMENDMENTS TO HONG KONG FINANCIAL

REPORTING STANDARDS ("HKFRSs") - continued

New and amendments to HKFRSs in issue but not yet effective

The Fund has not early applied the following new and
amendments to HKFRSs that have been issued but are not yet

effective:

HKFRS 17

Amendments to HKFRS 3

Amendments to HKFRS 10

and HKAS 28

Amendments to HKFRS 16

Amendments to HKAS 1

Amendments to HKAS 1
and HKFRS Practice
Statement 2

Amendments to HKAS 8

Amendments to HKAS 12

Amendments to HKAS 16

Amendments to HKAS 37

Amendments to HKFRSs

2021.

2022.

2023.

be determined.

The Board of Administrators anticipate that the application of
all new and amendments to HKFRSs will have no material
impact on the financial statements in the foreseeable future.

Insurance Contracts and the

related Amendments3

Reference to the Conceptual

Framework?

Sales or Contribution of Assets
between an Investor and its
Associate or Joint Venture*

Covid-19-Related Rent
Concessions beyond
30 June 2021

Classification of Liabilities as
Current or Non-current and
related amendments to Hong
Kong Interpretation 5 (2020)3

Disclosure of Accounting
Policies®

Disclosure of Accounting
Estimates?

Deferred Tax related to Assets
and Liabilities arising from a

Single Transaction3

Property, Plant and Equipment
- Proceeds before Intended

Use?

Onerous Contracts —

Cost of Fulfilling a Contract?
Annual Improvements to

HKFRSs 2018 - 20202

Effective for annual periods beginning on or after 1 April
Effective for annual periods beginning on or after 1 January
Effective for annual periods beginning on or after 1 January

Effective for annual periods beginning on or after a date to
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Notes to the Financial Statements BfFEsRFTMIET
FOR THE YEAR ENDED 31 MARCH 2022 B E S - —_H#=—A=+—HI-FE

3. BASIS OF PREPARATION OF FINANCIAL STATEMENTS AND 3.
SIGNIFICANT ACCOUNTING POLICIES

MBHEMBREERTEETBOR

3.1 HEREmREE

3.1 Basis of preparation of financial statements

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.

3.2 Significant accounting policies

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.

Capital contribution

Contribution of cash and capital assets by the
Government of the Hong Kong Special Administrative
Region (the "HKSAR") are accounted for as capital
contribution and recognised in the appropriate capital
and reserves account.

Financial instruments

Financial assets and financial liabilities are recognised
when the Fund becomes a party to the contractual
provisions of the instrument. 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
market place.

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.
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Notes to the Financial Statements Bf 73R R M5t
FOR THE YEAR ENDED 31 MARCH 2022 i ZE —F - " HF=A=+—HI-FE

BASIS OF PREPARATION OF FINANCIAL STATEMENTS AND 3.
SIGNIFICANT ACCOUNTING POLICIES - continued

3.2 Significant accounting policies - continued

Financial instruments — continued

The effective interest method is a method of calculating
the amortised cost of a financial asset or financial
liability and of allocating interest income and interest
expense over the relevant period. The effective interest
rate is the rate that exactly discounts estimated future
cash receipts and payments (including all fees and
points 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 financial liability, or, where
appropriate, a shorter period, to the net carrying
amount on initial recognition.

Financial assets

Classification and subsequent measurement of financial
assets

Financial assets that meet the following conditions are
subsequently measured at amortised cost:

. the financial asset is held within a business
model whose objective is to collect contractual
cash flows; and

. the contractual terms give rise on specified
dates to cash flows that are solely payments of
principal and interest on the principal amount
outstanding.

Amortised cost and interest income

Interest income is recognised using the effective
interest method for financial assets measured
subsequently at amortised cost. Interest income is
calculated by applying the effective interest rate to the
gross carrying amount of a financial asset, except for
financial assets that have subsequently become credit-
impaired (see below). For financial assets that have
subsequently become credit-impaired, interest income
is recognised by applying the effective interest rate to
the amortised cost of the financial asset from the next
reporting period. If the credit risk on the credit-
impaired financial instrument improves so that the
financial asset is no longer credit-impaired, interest
income is recognised by applying the effective interest
rate to the gross carrying amount of the financial asset
from the beginning of the reporting period following the
determination that the asset is no longer credit
impaired.

CONSUMER LEGAL ACTION FUND jEZ#&ETFFAES | FINANCIAL STATEMENTS B47%53k3 = Annex C+ fiikiR
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Notes to the Financial Statements BfFEsRFTMIET
FOR THE YEAR ENDED 31 MARCH 2022 B E — B -~ —HF=A=+—HItFE

3. BASIS OF PREPARATION OF FINANCIAL STATEMENTS AND 3.

SIGNIFICANT ACCOUNTING POLICIES - continued

3.2

Significant accounting policies - continued

Financial instruments - continued

Financial assets - continued
Impairment of financial assets

The Fund performs impairment assessment under
expected credit loss ("ECL") on financial assets which
are subject to impairment assessment under HKFRS 9
(including interest receivables and bank balances). The
amount of ECL is updated at each reporting date to
reflect changes in credit risk since initial recognition.

Lifetime ECL represents the ECL that will result from all
possible default events over the expected life of the
relevant instrument. In contrast, 12m ECL represents
the portion of lifetime ECL that is expected to result
from default events that are possible within 12 months
after the reporting date. Assessment are done based on
the Fund's historical credit loss experience, adjusted for
factors that are specific to the debtors, general
economic conditions and an assessment of both the
current conditions at the reporting date as well as the
forecast of future conditions.

For all other instruments, the Fund measures the loss
allowance equal to 12m ECL, unless when there has
been a significant increase in credit risk since initial
recognition, in which case the Fund recognises lifetime
ECL. The assessment of whether lifetime ECL should be
recognised is based on significant increases in the
likelihood or risk of a default occurring since initial
recognition.

The ECL on these assets are assessed individually.

3.2
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Notes to the Financial Statements B 73R R M5t

FOR THE YEAR ENDED 31 MARCH2022 By E """ F—A=1+—HIFE

3.

BASIS OF PREPARATION OF FINANCIAL STATEMENTS AND 3.

SIGNIFICANT ACCOUNTING POLICIES - continued
3.2  Significant accounting policies - continued

Financial instruments - continued

Financial assets - continued

Impairment of financial assets - continued

(i)

Significant increase in credit risk

In assessing whether the credit risk has
increased significantly since initial recognition,
the Fund compares the risk of a default
occurring on the financial instrument as at the
reporting date with the risk of a default
occurring on the financial instrument as at the
date of initial recognition. In making this
assessment, the Fund considers both
guantitative and qualitative information that is
reasonable and supportable, including historical
experience and forward-looking information
that is available without undue cost or effort.

In particular, the following information is taken
into account when assessing whether credit risk
has increased significantly:

e an actual or expected significant
deterioration in the financial instrument's
external (if available) or internal credit
rating;

e significant deterioration in external market
indicators of credit risk, e.g. a significant
increase in the credit spread, the credit
default swap prices for the debtor;

e existing or forecast adverse changes in
business, financial or economic conditions
that are expected to cause a significant
decrease in the debtor's ability to meet its
debt obligations;

e an actual or expected significant
deterioration in the operating results of the
debtor;

e an actual or expected significant adverse
change in the regulatory, economic, or
technological environment of the debtor
that results in a significant decrease in the
debtor's ability to meet its debt obligations.
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3.

BASIS OF PREPARATION OF FINANCIAL STATEMENTS AND 3.

SIGNIFICANT ACCOUNTING POLICIES - continued

3.2  Significant accounting policies - continued

Financial instruments - continued

Financial assets - continued

Impairment of financial assets - continued

(i)

(ii)

(iii)

Significant increase in credit risk - continued

Irrespective of the outcome of the above
assessment, the Fund presumes that the credit
risk has increased significantly since initial
recognition when contractual payments are
more than 30 days past due, unless the Fund
has reasonable and supportable information
that demonstrates otherwise.

The Fund regularly monitors the effectiveness
of the criteria used to identify whether there
has been a significant increase in credit risk
and revises them as appropriate to ensure that
the criteria are capable of identifying
significant increase in credit risk before the
amount becomes past due.

Definition of default

The Fund considers an event of default occurs
when information developed internally or
obtained from external sources indicates that
the debtor is unlikely to pay its creditors,
including the Fund, in full (without taking into
account any collaterals held by the Fund).

Irrespective of the above, the Fund considers
that default has occurred when a financial
asset is more than 60 days past due unless the
Fund has reasonable and supportable
information to demonstrate that a more
lagging default criterion is more appropriate.

Credit-impaired financial assets

A financial asset is credit-impaired when one
or more events of default that have a
detrimental impact on the estimated future
cash flows of that financial asset have
occurred. Evidence that a financial asset is
credit-impaired includes observable data
about the following events:
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3.

BASIS OF PREPARATION OF FINANCIAL STATEMENTS AND 3.

SIGNIFICANT ACCOUNTING POLICIES - continued

3.2

Significant accounting policies - continued

Financial instruments - continued

Financial assets - continued

Impairment of financial assets - continued

(iii)

(iv)

Credit-impaired financial assets - continued

(a) significant financial difficulty of the issuer
or the borrower;

(b) a breach of contract, such as a default or
past due event;

(c) the lender(s) of the borrower, for
economic or contractual reasons relating
to the borrower's financial difficulty,
having granted to the borrower a
concession(s) that the lender(s) would not
otherwise consider; or

(d) it is becoming probable that the borrower
will enter bankruptcy or other financial
reorganisation.

Write-off policy

The Fund writes off a financial asset when
there is information indicating that the
counterparty is in severe financial difficulty
and there is no realistic prospect of recovery,
for example, when the counterparty has been
placed under liquidation or has entered into
bankruptcy proceedings, or when the amounts
are over one year past due, whichever occurs
sooner. Financial assets written off may still
be subject to enforcement activities under the
Fund's recovery procedures, taking into
account legal advice where appropriate. A
write-off constitutes a derecognition event.
Any subsequent recoveries are recognised in
income and expenditure statement.

MEBRRERELERTEGHBR — &

3.2 ZEE2HEE—E
LETE — &
DRIEE — &
ERHAEERE —
(=) BECERENSREE — &

() BTARBRALIREK
ISR EE

(2) BREX - PlaniER 8
EREMS

(A) ARG ERERE
EBEHRENRA - B3
ZEREREIEHET
EEMBERTHRAEEZ
EZEE

(T) BRI RETRERFH
T EMI S EA

(MO) MEEBE

ERERBERRSHTFTERE
MHRENZEREERBY)
ERTRTAS AT LA E - fl
o BERZEFRBRUCE
AWERFE - AECRREH
—FLUER (UBREER
%) BEERASREER
o REENMENERE
TWERF - TEFEERER
(A ) ZZE - MK
RIEEREIE - HEREAK
BRI EE R PR



Annex C+ [f{$%A | FINANCIAL STATEMENTS R1753R3 CONSUMER LEGAL ACTION FUND JHEEFA RS

Notes to the Financial Statements BfFEsRFTMIET
FOR THE YEAR ENDED 31 MARCH 2022 B E — B -~ —HF=A=+—HItFE

3.

BASIS OF PREPARATION OF FINANCIAL STATEMENTS AND 3.

SIGNIFICANT ACCOUNTING POLICIES - continued

3.2

Significant accounting policies - continued

Financial instruments - continued

Financial assets - continued
(v) Measurement and recognition of ECL

The measurement of ECL is a function of the
probability of default, loss given default (i.e. the
magnitude of the loss if there is a default) and
the exposure at default. The assessment of the
probability of default and loss given default is
based on historical data adjusted by forward-
looking information. Estimation of ECL reflects
an unbiased and probability-weighted amount
that is determined with the respective risks of
default occurring as the weights.

Generally, the ECL is the difference between all
contractual cash flows that are due to the Fund
in accordance with the contract and the cash
flows that the Fund expects to receive,
discounted at the effective interest rate
determined at initial recognition.

Interest income is calculated based on the gross
carrying amount of the financial asset unless the
financial asset is credit impaired, in which case
interest income is calculated based on
amortised cost of the financial asset.

The Fund recognises an impairment gain or loss
in income and expenditure statement for all
financial instruments by adjusting their carrying
amount, with the exception of accounts
receivables, where the  corresponding
adjustment is recognised through a loss
allowance account.

Classification and subsequent measurement of
financial assets

Financial assets are classified into financial assets at
amortised cost. The classification depends on the
nature and purpose of the 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.

3.2
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3.

BASIS OF PREPARATION OF FINANCIAL STATEMENTS AND 3.

SIGNIFICANT ACCOUNTING POLICIES - continued
3.2 Significant accounting policies - continued

Financial instruments - continued

Financial liabilities and equity instrument

Debt 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 and the definitions of a financial
liability and an equity instrument.

Financial liabilities at amortised cost

Financial liabilities including account payables 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.

On derecognition of a financial asset in its entirely, the
difference between the asset's carrying amount and
the sum of the consideration received and receivable
is recognised in 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 income and expenditure statement.

BANK BALANCES 4.

Bank balances comprise cash and short-term deposits with
an original maturity of three months or less and time
deposits of HK$13,190,000 (2021: HK$14,128,000) with an
original maturity over three months. Bank balances and
time deposits carry interest at market rates which ranged
from 0.001% to 1.82% (2021: 0.001% to 1.82%) per annum.
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5. AMOUNT DUE TO THE TRUSTEE

The amount represents administrative service expenses
payable to the Trustee, details of which are set out in note 6.
The amount is unsecured, interest-free and repayable on
demand.

6. RELATED PARTY TRANSACTIONS

During the year, the Fund incurred administrative service
expenses amounted to HK$864,487 (2021: HKS1,151,513) for
the administrative service and office support (comprising
salary costs and attributable overheads) provided to the
Fund. The charge by the Trustee is in accordance with the
provision of the Trust Deed governing the Fund and approved
by both the Trustee and the Board of Administrators of the
Fund.

7. CAPITAL RISK MANAGEMENT

The capital structure of the Fund consists of capital from the
HKSAR.

The HKSAR has granted a sum of HK$10 million as additional
capital to the Fund during the year ended 31 March 2019. 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.

8. FINANCIAL INSTRUMENTS

a. Categories of financial instruments

Financial assets THEE
Amortised cost HIEE A
Financial liabilities SHaE

Financial liabilities at amortised cost

b.  Financial risk management objectives and policies

The Fund's major financial instruments include interest
receivables and bank balances and cash, account
payables and amount due to the Trustee. Details of
these financial instruments are disclosed in respective
notes. 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 manage and monitor these exposures to
ensure appropriate measures are implemented on a
timely and effective manner.
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FINANCIAL INSTRUMENTS - continued

Financial risk management objectives and policies —
continued

Credit risk and impairment assessment

As at 31 March 2022 and 2021, the Fund's maximum
exposure to credit risk which will cause a financial loss
to the Fund due to failure to discharge an obligation by
the counterparties arises from the carrying amount of
the respective recognised financial assets as stated in
the statement of financial position.

In order to minimise the credit risk, the Board of
Administrators of the Fund reviews the recoverable
amount of each individual receivable item at the end of
the reporting period to ensure that adequate
impairment losses are made for irrecoverable amounts.
In addition, the Fund performs impairment assessment
under ECL model upon application of HKFRS9 on
receivable balances individually. In this regard, the
Board of Administrators of the Fund consider that the
Fund's credit risk is significantly reduced.

The credit risk on interest receivables and bank balances
are limited because the counterparties are banks with
high credit ratings assigned by international credit-
rating agencies.

Market risk
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.

Fair value measurements of financial instruments

The Board of Administrators of the Fund considers that
the carrying values of financial assets and financial
liabilities recognised in the financial statements
approximate their fair values.
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