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Beat Drugs Fund Association 
Governing Committee’s report 
 
 
The Governing Committee (GC) of the Beat Drugs Fund Association (the Association) presents 
its annual report together with the audited financial statements for the year ended 
31 March 2021.   
 
 
Principal Activity 
 
The Association operates as a non-profit making association to promote worthwhile anti-drug 
activities.   
 
 
Financial Statements 
 
The financial performance and cash flows of the Association for the year ended 31 March 2021 
and the Association’s financial position at that date are set out in the financial statements on 
pages 10 to 31.   
 
 
Funds 
 
Details of movements in the funds of the Association during the year are set out in the statement 
of changes in funds on page 12.   
 
 
Governing Committee Members 
 
The composition of the GC during the year and up to the date of this report was:  
 
Chairman 
 
Ms YIP Man-kuen, JP Permanent Secretary for Security 
 
Members 
 
Dr CHU Sau-kwan    
Mr YEUNG Chi-wai, MH    
The Hon CHAN Han-pan, BBS, JP  
Mr SIU Miu-man, MH  
Ms WONG Chor-kei   
Mr WONG Shing-hei, JP Director of Accounting Services   
 (Retired on 14 October 2021) 
Ms Susanna CHEUNG Sau-lan, JP Director of Accounting Services 
 (Appointed on 14 October 2021) 
Ms Ivy LAW Chui-mei, JP Commissioner for Narcotics 
Ms LI Mung-yee Representative of the Director of Social Welfare 
 (Retired on 30 August 2021) 
Ms WONG Siu-fan Representative of the Director of Social Welfare  

 (Appointed on 30 August 2021 and retired on 
20 September 2021) 

Mr WONG Kwok-chun Representative of the Director of Social Welfare  
 (Appointed on 20 September 2021) 
Dr Verena LAU Wing-yin Representative of the Secretary for Education   
 (Retired on 1 October 2020) 
Ms CHOW Yeuk-lan Representative of the Secretary for Education  
 (Appointed on 1 October 2020) 
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In accordance with Article 31 of Part B of the Association’s Articles of 
Association,  Dr CHU Sau-kwan, Mr YEUNG Chi-wai, MH, The Hon CHAN Han-pan, BBS, JP, 
Mr SIU Miu-man, MH and Ms WONG Chor-kei (all being committee members appointed by the 
Permanent Secretary for Security) shall retire at the coming Annual General Meeting (AGM) 
and be eligible to offer themselves for re-appointment.   
 
 
Indemnity of members of Governing Committee 
 
The permitted indemnity provision in force for the benefit of the GC Members of the Association 
is set out in Article 60 of Part B of the Articles of Association.   
 
 
Governing Committee Members’ Interests in Transaction, Arrangement or Contract 
 
At no time during the year was the Association a party to any transaction, arrangement or 
contract in which a member of the GC of the Association had, directly or indirectly, a material 
interest.   
 
 
Auditor 
 
PKF Hong Kong Limited was appointed as auditor of the Association upon retirement of 
Baker Tilly Hong Kong Limited at the 2020 AGM.  A resolution for the re-appointment of PKF 
Hong Kong Limited as auditor of the Association is to be proposed at the forthcoming AGM.   
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Beat Drugs Fund Association 
Business review 
 
 
Overview of the Operation and Annual Performance 
 
The Beat Drugs Fund (the Fund) was established in 1996 with a capital base of HK$350 million 
to provide funding support for worthwhile anti-drug projects through its investment income.  It 
is administered by the Association, which is a non-profit making company limited by guarantee 
incorporated under the Companies Ordinance (Cap. 622).  A GC, comprising both official and 
non-official members, is set up to oversee the administration and investment of the Fund, as 
well as to consider and approve funding applications, having regard to the recommendations 
of relevant Government bureaux and departments, as well as the Action Committee Against 
Narcotics (ACAN). 
 
The Government injected HK$3 billion into the Fund in 2010, increasing the capital base to 
HK$3.35 billion. 
 
Principal Activities Performance 
 
Taking into account the emerging needs of certain areas of anti-drug work, the GC, in 
consultation with ACAN, has launched various funding schemes, including –   
 

(a) the Regular Funding Scheme (RFS) which supports community-driven anti-
drug activities and programmes on preventive education and publicity (PE&P), 
treatment and rehabilitation (T&R), and research; 

(b) the Special Funding Scheme (SFS) for Drug Dependent Persons Treatment 
and Rehabilitation Centres (DTRCs) which provides financial assistance to 
help DTRCs meet the licensing requirements stipulated in the Drug Dependent 
Persons Treatment and Rehabilitation Centres (Licensing) Ordinance 
(Cap. 566) with a view to obtaining a licence and support their sustained efforts 
in enhancing service capacity and sophistication.  It also covers the works 
connected with the in-situ expansion or redevelopment/re-provisioning of 
existing DTRCs; 

(c) the Healthy School Programme with a Drug Testing Component (HSP(DT)) 
which is a school-based preventive education initiative for implementation in 
secondary schools, comprising preventive anti-drug activities and voluntary 
drug testing;  

(d)  the “Beat Drugs with Sports” Programme (formerly known as the “Participate 
in Sports, Stay Away from Drugs” Programme) which is a school-based 
student-led preventive education initiative for implementation in secondary 
schools and aims to promote healthy lifestyles and an anti-drug culture; and   

(e) the Anti-drug Community Awareness Building Programme (ACAB) which is 
implemented in collaboration with the District Fight Crime Committees 
(DFCCs) and District Offices for launching preventive initiatives to enhance the 
anti-drug awareness in the local communities. 

 
In 2020-21 financial year, the funding grants and activities of the five schemes are set out in 
the ensuing paragraphs.   
 
• RFS 
 
Applications under the 2020 RFS were invited in August 2020.  Specific priority areas were 
drawn up with reference to various factors including prevalent drug trends and pertinent service 
needs to encourage quality submission of proposals for anti-drug projects meeting the 
community needs.  
 
In 2020-21 financial year, a total of 60 projects covering PE&P, T&R, research and mixed-type 
projects were approved under the RFS, with a total funding grant of about HK$142.14 million.  
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• SFS  
 
In 2020-21 financial year, a top-up grant of HK$0.9 million for an existing project was approved 
under the SFS.    
 
• HSP(DT)  
 
In 2020-21 financial year, the GC approved a grant of about HK$123.17 million for 99 secondary 
schools and their partnering non-governmental organisations (NGOs) to implement the 
HSP(DT) for one school year or three consecutive school years.  This brought the total number 
of schools participating in the programme to 182.   
 
• ACAB  
 
The Fund launched the first round of ACAB on a trial basis in 2013.  Noting the merits of the 
ACAB and the need to sustain the momentum in community-driven anti-drug work, the GC 
approved the launch of the second (from 1 April 2015 to 31 March 2018), third (1 April 2018 to 
31 March 2021) and fourth rounds (from 1 April 2021 to 31 March 2024) of ACAB.  For the 
fourth round of ACAB launched in April 2021, each DFCC has been granted a maximum of 
HK$500,000, including a specific amount of HK$100,000 dedicated to activities/projects against 
drug trafficking which aims at enhancing the education for members of the public about the 
severity of drug offences in Hong Kong and the consequences of committing such offences, as 
well as raising relevant law-abiding awareness.  
 
• “Beat Drugs with Sports” Programme  
 
The “Beat Drugs with Sports” Programme was launched on a trial basis in the 2017/18 school 
year.  Having received positive feedback and comments, the GC approved in the 2020-21 
financial year a grant of about HK$2 million for 100 secondary schools to continue to implement 
the Sports Programme in the 2020/21 school year.   
 
Information on the approved active RFS projects up to 31 March 2021 is shown at Appendix A.  
A summary of approved grants and outstanding commitments of all funding schemes as at 
31 March 2021 is shown at Appendix B.   
 
Financial Indicators  
 
The Fund’s investment portfolio is expected to fetch over time a return of about 4% per annum 
to provide financial support to anti-drug projects.  For the financial year ended 31 March 2021, 
the Fund recorded a return of about 22.3%.   
 
For the profit or loss and details of income information of the Fund, please refer to page 11 of 
this document.   
 
Important Events or Changes 
 
The Association appointed Tricor Corporate Secretary Limited to act as the Company Secretary 
on 1 March 2021.   
 
Description of the Principal Risks and Uncertainties Facing the Association 
 
A detailed analysis of the Fund’s financial risks, including credit risk, liquidity risk, currency risk, 
interest rate risk, equity price risk and other financial risks, is set out in note 13 to the financial 
statements.   
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Looking Ahead 
 
Over the years, the Fund has provided substantive grants to support worthwhile anti-drug 
projects.  The Association will continue to sustain efforts to support anti-drug projects and 
initiatives that could respond to the changing drug scene and rise to challenges of new threats.   
 
In the coming year, the Association would continue to work with ACAN to draw up specific 
priority areas for the RFS to guide applicants in planning suitable anti-drug projects in response 
to the latest drug scene.  The Association would continue to provide funding support under the 
SFS to DTRCs in fulfilling statutory licensing requirements.  The Association would continue 
the efforts to progressively roll out the HSP(DT) to more secondary schools to help foster a 
drug-free culture in schools.  The “Beat Drug with Sports” Programme would continue to be 
implemented in the 2021/22 school year in view of the positive feedback and comments since 
its implementation in the 2017/18 school year.  Some enhancements would be made to the 
“Beat Drug with Sports” Programme to increase its attractiveness in the 2021/22 school year.   
 
The Association also approved in October 2020 to set aside HK$300 million under the Fund to 
provide financial support for a Government initiative to provide targeted and sustained support 
for persons with the most pressing mental health needs.  The initiative is being co-ordinated by 
the Advisory Committee on Mental Health with the support of the Food and Health Bureau 
(FHB).  The funding will be disbursed to the FHB by phases, tentatively with HK$100 million 
per year for a total of three years.  The first HK$100 million was disbursed to FHB on October 
2021.   
 
To facilitate grantees of the Fund to implement projects affected by COVID-19, applicants or 
grantees for RFS, HSP(DT), Beat Drugs with Sports and ACAB have been required to prepare 
for flexible delivery modes of activities or contingency plans for projects (e.g. switching to online 
modes). Meanwhile, the Association first approved in May 2020 to further delegate authority to 
the Secretariat of the Association to approve certain valid project variations under RFS arising 
from the pandemic.  In light of the potentially lasting disruptions of the pandemic to the activities 
of the community, the Association extended the delegation of authority in December 2020 and 
September 2021 respectively to cover applications for variation made within the calendar years 
from 2021 to 2023. 
 
 
Environmental Policy and Performance  
 
The Association is committed to achieving environmental protection.  We adopt 
environmentally-friendly policies, which are consistent with the government requirement.  We 
also advocate the importance of environmental protection. Project grantees are also 
encouraged to adopt environmentally-friendly measures in project implementation.   
 
 
Compliance with Relevant Laws/Regulations with Significant Impact  
 
The Association endeavours to comply with all relevant laws and regulations, and there is no 
compliance matter with significant impact.   
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Beat Drugs Fund Association 
Statement of profit or loss and other comprehensive income  
For the year ended 31 March 2021 
 
 
 
 
   2021   2020  
   HK$’000   HK$’000  
        
Income/(loss)        
        
 Interest earned on time deposits and cash at banks    5,866   14,777  
 Interest earned from placement with the Exchange Fund   24,969   19,123  
 Interest earned on financial assets at fair value through        

profit or loss   22,765   23,803  
Dividend income from financial assets at fair value        
through profit or loss   47,478   51,343  

Net realised and fair value gains/(losses) on         
financial assets at fair value through profit or loss         
and derivative financial instruments   780,600   (260,163 ) 

 Net exchange gains/(losses)   45,362   (32,645 ) 
 Others   3,491   663  
        
   930,531   (183,099 ) 
        
Expenditure        
        
 Grants   171,129   194,363  
 Investment management fees   7,101   6,427  
 Custody fees    1,808   1,589  
 Staff costs   5,529   5,512  
 Other operating expenses   1,107   434  
 Auditor’s remuneration   58   68  

        
   186,732   208,393  
        
 
Surplus/(deficit) and total comprehensive income/(loss) 

   
743,799 

 
 

  
(391,492)   

 for the year        
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Beat Drugs Fund Association 
Statement of changes in funds 
For the year ended 31 March 2021 
 
 
 
 
 Capital  General    
 fund  fund  Total  
 HK$’000  HK$’000  HK$’000  
       
At 1 April 2019 3,350,000  1,238,408  4,588,408  
       
Total comprehensive loss for the year -  (391,492 ) (391,492 ) 
       
At 31 March 2020 and 1 April 2020 3,350,000  846,916  4,196,916  
       
Total comprehensive income for the year -  743,799  743,799  
       
At 31 March 2021 3,350,000  1,590,715  4,940,715  
 
 
According to the investment objectives endorsed by the Governing Committee in June 2010, a minimum 
nominal value of HK$3,350 million for capital is to be preserved.  
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Beat Drugs Fund Association 
Statement of cash flows 
For the year ended 31 March 2021 
 
 
 
 
 Note  2021  2020  
   HK$’000  HK$’000  
Cash flows from operating activities       
       

Surplus/(deficit) for the year      743,799  (391,492 ) 
Adjustments for :          

Interest income          (53,600 ) (57,703 ) 
Dividend income   (47,478 ) (51,343 ) 

       Net realised and fair value (gains)/losses on       
         financial assets at fair value through profit or loss       
         and derivative financial instruments   (780,600 ) 260,163  

       
Operating deficit before working capital changes   (137,879 ) (240,375 ) 
(Increase)/decrease in receivables managed by  

  
          

fund managers   (693 ) 133,674  
Change in financial assets at fair value through       

profit or loss    (5,797 ) (30,808 ) 
Change in derivative financial instruments   (343 ) (3,035 ) 
Increase/(decrease) in payables managed by       

fund managers   14,314  (147,611 ) 
Increase/(decrease) in grants payable   12,433  (2,659 ) 
Increase/(decrease) in management fees payable   386  (83 ) 
Increase/(decrease) in custody fee payable   103  (50 ) 
(Decrease)/increase in other payables   (554 ) 208  

       
Net cash used in operating activities    (118,030 ) (290,739 ) 
       
Cash flows from investing activities       
       

Interest received   55,485  54,824  
Dividend received   46,410  53,406  
Increase in placement with the Exchange Fund   (23,202 ) (15,842 ) 
Decrease in bank deposits having a maturity       

of more than three months when placed 12  53,439  172,247  
       
Net cash generated from investing activities   132,132  264,635  
       
Net increase/(decrease) in cash and cash equivalents    14,102  (26,104 ) 
       
Cash and cash equivalents at beginning of the year   137,834  163,938  
       
Cash and cash equivalents at end of the year 12  151,936  137,834  
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Beat Drugs Fund Association 
Notes to the financial statements 
For the year ended 31 March 2021 
 
 
1. General information 

 
Beat Drugs Fund Association (the “Association”) was incorporated on 28 March 1996 in Hong 
Kong with its liability limited by guarantee. The registered office of the Association is located at 
Narcotics Division, Security Bureau, 30/F., High Block, Queensway Government Offices, 66 
Queensway, Hong Kong. 
 
The Association operates as a non-profit making association to promote worthwhile anti-drug 
activities. 
 
These financial statements are presented in Hong Kong dollars, which is the same as the  
functional currency of the Association, and all values are rounded to the nearest thousand except 
where otherwise indicated. 
 
 

2. Significant accounting policies  
 
(a) Statement of compliance   

 
These financial statements have been prepared in accordance with all applicable Hong 
Kong Financial Reporting Standards (“HKFRSs”), which is a collective term that includes 
all applicable individual HKFRSs, Hong Kong Accounting Standards (“HKASs”) and 
Interpretations issued by the Hong Kong Institute of Certified Public Accountants 
(“HKICPA”), and accounting principles generally accepted in Hong Kong.  These  
financial statements also comply with the applicable requirements of the Hong Kong 
Companies Ordinance.  A summary of the significant accounting policies adopted by the 
Association is set out below. 
 
The HKICPA has issued certain new and revised HKFRSs that are first effective or 
available for early adoption for the current accounting period of the Association.  There 
have been no significant changes to the accounting policies applied in these financial 
statements as a result of these developments. 
 

 (b) Basis of preparation of the financial statements 
 
The measurement basis used in the preparation of the financial statements is historical 
cost except that financial assets at fair value through profit or loss and derivative financial 
instruments are measured at fair value as explained in the accounting policies set out 
below in Note 2(c). 
 
The preparation of financial statements in conformity with HKFRSs requires management 
to make judgements, estimates and assumptions that affect the application of policies  
and the reported amounts of assets and liabilities, income and expenditure.  The  
estimates and associated assumptions are based on experience and various other  
factors that are believed to be reasonable under the circumstances, the results of which 
form the basis for making judgements about the carrying values of assets and liabilities 
that are not readily apparent from other sources.  Actual results may differ from these 
estimates. 

 
The estimates and underlying assumptions are reviewed on an ongoing basis.  Revisions 
to accounting estimates are recognised in the period in which the estimate is revised if  
the revision affects only that period, or in the period of the revision and future periods if  
the revision affects both current and future periods. 
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Beat Drugs Fund Association 
Notes to the financial statements 
For the year ended 31 March 2021 
 
 
2. Significant accounting policies (cont’d) 

 
(b) Basis of preparation of the financial statements (cont’d) 
 

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

 
(c) Financial assets and financial liabilities 

 
(i) Initial recognition and measurement 

 
The Association recognises financial assets and financial liabilities on the date it 
becomes a party to the contractual provisions of the instruments.  Regular way 
purchases and sales of financial instruments are recognised and derecognised on 
trade date, the date on which the Association commits to purchase or sell the 
instruments. 
 
At initial recognition, financial assets and financial liabilities are measured at fair value 
plus or minus, in the case of a financial asset or financial liability not at fair value 
through profit or loss account, transaction costs that are directly attributable to the 
acquisition of the financial assets or the issue of the financial liabilities.  Transaction 
costs of financial assets and financial liabilities measured at fair value through profit 
and loss account are expensed immediately.  An explanation of how the Association 
determines the fair value of financial instruments is set out in Note 13(g). 
 

(ii) Classification and subsequent measurement 
 
Financial instruments measured at fair value through profit or loss 
 
These comprise equity and debt securities and derivative financial instruments.  They  
are subsequently measured at fair value.  Changes in fair value are included in  
surplus or deficit in the period in which they arise. 
 
Derivative financial instruments used by the Association to manage its risks 
associated with foreign currency fluctuations do not qualify for hedge accounting.  
They are presented as assets when the fair value is positive and as liabilities when 
the fair value is negative. 
 
Financial assets measured at amortised cost 
 
These comprise cash at banks, deposits with banks and other financial institutions 
managed by fund managers, interest and dividend receivables, receivables managed 
by fund managers and placement with the Exchange Fund.  They are held for the 
collection of contractual cash flows which represent solely payments of principal, 
dividend and interest.  They are subsequently measured at amortised cost using the 
effective interest method.  The measurement of loss allowances for these financial 
assets is based on the expected credit loss model as described in Note 2(c)(vi). 
 
The effective interest method is a method of calculating the amortised cost of a 
financial asset or a financial liability and of allocating and recognising the interest 
income or interest expense over the relevant period.  The effective interest rate is the   
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Beat Drugs Fund Association 
Notes to the financial statements 
For the year ended 31 March 2021 
 
 
2. Significant accounting policies (cont’d) 

 
(c) Financial assets and financial liabilities (cont’d) 
 

(ii) Classification and subsequent measurement (cont’d) 
 
Financial assets measured at amortised cost (cont’d) 
 
rate that exactly discounts estimated future cash receipts or payments through the 
expected life of the financial asset or financial liability to the gross carrying amount of 
the financial asset or to the amortised cost of the financial liability.  When calculating 
the effective interest rate, the Association estimates the expected cash flows by 
considering all contractual terms of the financial instrument but does not consider the 
expected credit losses.  The calculation includes all fees received or paid between 
parties to the contract that are an integral part of the effective interest rate, transaction 
costs and all other premiums or discounts. 
 
Financial liabilities measured at amortised cost 
 
These comprise payables and other liabilities other than derivative financial 
instruments.  They are subsequently measured at amortised cost using the effective 
interest method. 
 
The Association reclassifies a financial asset when and only when it changes its 
business model for managing the assets.  A financial liability is not reclassified. 

 
(iii) Fair value measurement principles  

 
The Association measures its investments in securities and derivative financial 
instruments at fair value at the end of each reporting period.  Fair value is the price 
that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date.  The fair value 
measurement is based on the presumption that the transaction to sell the asset or 
transfer the liability takes place either (a) in the principal market for the asset or  
liability, or (b) in the absence of a principal market, in the most advantageous market 
for the asset or liability; and the Association has access to these markets at the 
measurement date. 
 
The fair value of an asset or a liability is measured with those assumptions that  
market participants would use when pricing the asset or liability, assuming that  
market participants act in their best economic interest. 
 
The Association uses valuation techniques that are appropriate in the circumstances 
and for which sufficient data are available to measure fair value, maximising the use 
of relevant observable inputs and minimising the use of unobservable inputs.  The 
Association measures fair values using the following fair value hierarchy that reflects 
the significance of inputs used in making the measurements: 
 
Level 1 – fair values are quoted prices (unadjusted) in active markets for identical 
assets or liabilities; 
 
Level 2 – fair values are determined with inputs other than quoted prices included 
in Level 1 that are observable for the asset or liability, either directly (i.e. as prices)  
or indirectly (i.e. derived from prices); and 
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Beat Drugs Fund Association 
Notes to the financial statements 
For the year ended 31 March 2021 
 
 
2. Significant accounting policies (cont’d) 

 
(c) Financial assets and financial liabilities (cont’d) 

 
(iii) Fair value measurement principles (cont’d) 
 

Level 3 – fair values of financial instruments are determined with inputs that are  
not based on observable market data (unobservable inputs). 
 
For assets and liabilities that are recognised in the financial statements on a  
recurring basis, the Association determines whether transfers between levels in the 
hierarchy should be reflected in the financial statements by re-assessing 
categorisation (based on the level of input that is most significant and relevant to the 
fair value measurement as a whole) at the end of the reporting period. 

 
(iv) Derecognition 

 
A financial asset is derecognised when the contractual rights to receive the cash  
flows from the financial asset expire, or where the financial asset together with 
substantially all the risks and rewards of ownership have been transferred.  
 
The Association uses the weighted average method to determine realised gains and 
losses to be recognised in surplus or deficit on derecognition of financial assets. 
 
A financial liability is derecognised when the obligation specified in the contract is 
discharged, cancelled or when it expires. 

 
(v) Offsetting 

 
Financial assets and financial liabilities are offset and the net amount is reported in 
the statement of financial position where there is a legally enforceable right to offset 
the recognised amounts and there is an intention to settle on a net basis, or realise 
the assets and settle the liabilities simultaneously. 
 

(vi) Credit losses and impairment of financial assets 
 
For financial assets measured at amortised cost, the Association measures the 
expected credit losses to determine the loss allowance required to be recognised.   
Financial instruments measured at fair value through profit or loss are not subject to 
the expected credit loss assessment. 
 
Expected credit losses are a probability-weighted estimate of credit losses.  They  
are based on the difference between the contractual cash flows due in accordance 
with the contract and the cash flows that the Association expects to receive, 
discounted at the effective interest rate.  They are measured on either of the  
following bases: 
 
• 12-month expected credit losses (for financial instruments for which there has not 

been a significant increase in credit risk since initial recognition): these are losses  
that are expected to result from possible default events within the 12 months after  
the reporting date; and 
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Beat Drugs Fund Association 
Notes to the financial statements 
For the year ended 31 March 2021 
 
 
2. Significant accounting policies (cont’d) 

 
(c) Financial assets and financial liabilities (cont’d) 

 
(vi) Credit losses and impairment of financial assets (cont’d) 

 
• Lifetime expected credit losses (for financial instruments for which there has been 

a significant increase in credit risk since initial recognition): these are losses that 
are expected to result from all possible default events over the expected life of the 
financial instrument. 

 
In assessing whether the credit risk of a financial instrument has increased 
significantly since initial recognition, the Association compares the risk of default 
occurring on the financial instrument assessed at the reporting date with that 
assessed at the date of initial recognition.  In making this assessment, the Association 
considers that a default event occurs when (i) the borrower is unlikely to pay its credit 
obligations to the Association in full; or (ii) the financial asset is 90 days past due.  The 
Association considers both quantitative and qualitative information that is reasonable 
and supportable, including historical experience and forward-looking information that 
is available without undue cost or effort.  A financial asset is written off when there is 
no reasonable expectation of recovering the contractual cash flows. 
 

(d) Revenue recognition 
 

(i) Interest income 
 
Interest income is recognised in surplus or deficit on an accrual basis, using the 
effective interest method. 
 

(ii) Dividend income 
 
Dividend income from equity securities is recognised in surplus or deficit when the 
share price is quoted ex-dividend. 
 

(iii) Net realised and fair value gains/losses 
 
Realised gains or losses on financial instruments are recognised in surplus or deficit 
when the financial instruments are derecognised.  Changes in fair value of derivative 
financial instruments and financial assets at fair value through profit or loss are 
recognised as fair value gains or losses in surplus or deficit in the period in which  
they arise. 
 

(iv) Other income 
 
Other income is recognised in surplus or deficit on an accrual basis. 
 

(e) Grants recognition  
 
Grants are recognised as expenditure when they are approved except in those cases 
where the release of grant is subject to certain conditions, such grants are only  
recognised as expenditure when the conditions are met. 
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Beat Drugs Fund Association 
Notes to the financial statements 
For the year ended 31 March 2021 
 
 
2. Significant accounting policies (cont’d) 

 
(f) Employee benefits 

 
Salaries, contract gratuities, annual leave entitlements and the cost to the Association of 
non-monetary benefits are accrued in the year in which the associated services are 
rendered by employees of the Association. 
 
Obligations for contributions to defined contribution retirement plan under the Hong Kong 
Mandatory Provident Fund Schemes Ordinance are recognised as an expense in surplus 
or deficit as incurred. 
 
Termination benefits are recognised when, and only when, the Association demonstrably 
commits itself to terminate employment or to provide benefits as a result of voluntary 
redundancy by having a detailed formal plan which is without realistic possibility of 
withdrawal. 
 

(g) Foreign currency translation 
 
Foreign currency transactions during the year are translated into Hong Kong dollars at  
the spot exchange rates at the transaction dates.  Monetary assets and liabilities 
denominated in foreign currencies are translated into Hong Kong dollars at the closing 
exchange rates at the end of the reporting period.  All foreign currency translation 
differences are recognised in surplus or deficit.  Non-monetary assets and liabilities  
carried at fair value denominated in foreign currencies are translated at the rates  
prevailing at the date when the fair value was determined and the exchange differences 
arising are recognised in surplus or deficit, except for the exchange component of a gain 
or loss that is recognised directly in equity.  
 

(h) Cash and cash equivalents 
 
For the purpose of the statement of cash flows, cash and cash equivalents include cash 
at banks and deposits with banks and other financial institutions having a maturity  
within three months when placed. 
 
 

3. Taxation 
 
No provision for Hong Kong profits tax has been made in these financial statements as the 
Association is exempted from Hong Kong profits tax under section 88 of the Hong Kong Inland 
Revenue Ordinance. 

 
 
4. Governing Committee members’ remuneration 

 
No remuneration as defined in section 383 to the Hong Kong Companies Ordinance was paid or 
payable to any GC members during the current and last year.  
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Beat Drugs Fund Association 
Notes to the financial statements 
For the year ended 31 March 2021 
 
 
5. Financial instruments by category 

 
The carrying amounts of each of the categories of financial instruments as at the end of the 
reporting period are as follows - 

    2021  
    Financial      
    assets at  Financial    
    fair value  assets    
    through  at    
    profit  amortised    
    or loss  cost  Total  
    HK$’000  HK$’000  HK$’000  
 Financial assets         
          
  Placement with the Exchange Fund   -  650,268  650,268  
  Receivables managed by fund managers   -  19,772  19,772  
  Interest and dividend receivables   -  18,620  18,620  
  Financial assets at fair value through         
    profit or loss   3,821,585  -  3,821,585  
  Derivative financial instruments   6,290  -  6,290  
  Deposits with banks and other financial         
    institutions managed by fund managers   -  30,419  30,419  
  Cash at banks   -  438,881  438,881  
          
    3,827,875  1,157,960  4,985,835  
          
      
    2021  
    Financial      
    liabilities at  Financial    
    fair value  liabilities    
    through  at    
    profit  amortised    
    or loss  cost  Total  
    HK$’000  HK$’000  HK$’000  
 Financial liabilities         
          
  Payables managed by fund managers   -  27,704  27,704  
  Derivative financial instruments   2,092  -  2,092  
  Grants payable   -  12,863  12,863  
  Management fees payable   -  1,894  1,894  
  Custody fee payable   -  508  508  
  Other payables   -  59  59  
          
    2,092  43,028  45,120  
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5. Financial instruments by category (cont’d) 
 
    2020  
    Financial      
    assets at  Financial    
    fair value  assets    
    through  at    
    profit  amortised    
    or loss  cost  Total  
    HK$’000  HK$’000  HK$’000  
 Financial assets         
          
  Placement with the Exchange Fund   -  627,066  627,066  
  Receivables managed by fund managers   -  19,079  19,079  
  Interest and dividend receivables   -  19,437  19,437  
  Financial assets at fair value through         
    profit or loss   3,035,188  -  3,035,188  
  Derivative financial instruments   8,156  -  8,156  
  Deposits with banks and other financial         
    institutions managed by fund managers   -  29,217  29,217  
  Cash at banks   -  479,420  479,420  
          
    3,043,344  1,174,219  4,217,563  
          
      
    2020  
    Financial      
    liabilities at  Financial    
    fair value  liabilities    
    through  at    
    profit  amortised    
    or loss  cost  Total  
    HK$’000  HK$’000  HK$’000  
 Financial liabilities         
          
  Payables managed by fund managers   -  13,390  13,390  
  Derivative financial instruments   4,301  -  4,301  
  Grants payable   -  430  430  
  Management fees payable   -  1,508  1,508  
  Custody fee payable   -  405  405  
  Other payables   -  613  613  
          
    4,301  16,346  20,647  
          

 
 

6. Placement with the Exchange Fund 
 
The balance of the placement with the Exchange Fund amounted to HK$650.3 million (2020 : 
HK$627.1 million), being the principal sums of HK$591.2 million (2020 : HK$591.2 million) plus 
interest paid but not yet withdrawn at the end of the reporting period of HK$59.1 million (2020 : 
HK$35.9 million).  The term of the placement is six years from the date of respective placements, 
during which the amount of principal sums cannot be withdrawn. 
 
As at 31 March 2021, principal sums of HK$91.2 million (2020:nil) plus interest paid but not yet 
withdrawn at the end of the reporting period of HK$16.2 million (2020:nil) would mature in less than 
one year and are classified as current assets. 

  



 

- 22 - 

Beat Drugs Fund Association 
Notes to the financial statements 
For the year ended 31 March 2021 
 
 
6. Placement with the Exchange Fund (cont’d) 

 
Interest on the placement is payable at a fixed rate determined every January.  The rate is the 
average annual investment return of the Exchange Fund’s Investment Portfolio for the past six 
years or the average annual yield of three-year Government Bond for the previous year subject  
to a minimum of zero percent, whichever is the higher.  The interest rate has been fixed at 4.7% 
for the calendar year 2021 and at 3.7% for the calendar year 2020. 
 
 

7. Financial assets at fair value through profit or loss 
  
  2021  2020  
  HK$’000  HK$’000  
      
 Designated as financial assets at fair value through      
   profit or loss on initial recognition -     
      
 Equity securities     
   - Listed 2,612,464  1,860,182  
   - Unlisted -  -  
      
  2,612,464  1,860,182  
 
 Debt securities     
   - Listed 755,037  737,668  
   - Unlisted 454,084  437,338  
      
  1,209,121  1,175,006  
      
 Total     
   - Listed 3,367,501  2,597,850  
   - Unlisted 454,084  437,338  
      
  3,821,585  3,035,188  
      
 Total listed     
   - Hong Kong 1,082,639  819,450  
   - Elsewhere 2,284,862  1,778,400  
      
 Market value of listed securities 3,367,501  2,597,850  

 
The financial assets at fair value through profit or loss are all managed by fund managers  
appointed by the Association. 
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8. Derivative financial instruments 

 
  2021  2020  
  Assets   Liabilities  Assets  Liabilities  
  HK$’000  HK$’000  HK$’000  HK$’000  
          
          
          
 Forward currency contracts at fair values 6,290  (2,092 ) 8,156  (4,301 ) 

 
The Association’s derivative financial instruments managed by fund managers consist of forward 
currency contracts.  All derivative financial instruments would mature in less than one year. 
 
 

9. Deposits with banks and other financial institutions managed by fund managers 
  
  2021  2020  
  HK$’000  HK$’000  
      
 Cash at banks and financial institutions  30,419  29,217  

 
 

10. Cash at banks 2021  2020  
  HK$’000  HK$’000  
      
 Bank time deposits having a maturity of      
   more than three months when placed 317,364  370,803  
 Short-term bank time deposits having a     
   maturity within three months when placed 100,000  93,928  
 Cash at banks  21,517  14,689  
      
  438,881  479,420  

 
All of the bank time deposits earn interest at rates ranging from 0.13% to 2.6% (2020 : 1.2% to 
3.4%) per annum. 
 
 

11. Capital fund 
 
The Association is a company limited by guarantee and not having a share capital. In  
accordance with the Association’s Articles of Association, the liability of each member is limited  
by guarantee to HK$100 each. 
 
The capital fund balance of HK$3,350 million represents the sum of two grants received from the 
Government, one for HK$350 million received in March 1996 and the other for HK$3,000 million 
received in June 2010.  Under the Association's Articles of Association, the Association is  
permitted to invest and deal with the moneys of the Association not immediately required for its 
purposes in or upon such investments, securities or property as may be thought fit subject to  
such conditions and such consents as may from time to time be imposed by the Financial  
Secretary or the Secretary for Financial Services and the Treasury. 
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12. Cash and cash equivalents  2021  2020  
  HK$’000  HK$’000  
      
 Deposits with banks and other financial institutions      
   managed by fund managers (Note 9) 30,419  29,217  
 Cash at banks (Note 10) 438,881  479,420  
      
  469,300  508,637  
 Less : Bank time deposits having a maturity of     
              more than three months when placed (Note 10) (317,364 ) (370,803 ) 
      
 Cash and cash equivalents  151,936  137,834  
 
 
13. Financial risk management objective and policies 

 
(a) Credit risk 

 
Credit risk is the risk that one party to a financial instrument will cause a financial loss to 
the Association by failing to discharge an obligation.  The Association’s credit risk is 
principally attributable to bank balances, placement with the Exchange Fund and debt 
securities.  The Association selects issuer or counterparty with good credit standing, strong 
financial strength and sizable capital.  The Association also limits the individual exposure, 
in accordance with a documented risk management and investment strategy and monitors 
credit risk on a continuous basis.  The credit risk on these financial instruments is assessed 
as not having increased significantly since initial recognition and the Association 
determines the loss allowance required to be recognised based on 12-month expected 
credit losses.  The Association has estimated that 12-month expected credit losses on 
these financial instruments are immaterial and considers that no loss allowance is required. 
 
The Association’s maximum exposure to credit risk as at 31 March 2021 and 31 March 
2020 without taking account of collateral held or other credit enhancements, if any,  
were as follows - 
 

  2021   2020  
  HK$’000   HK$’000  
       
 Cash at banks and financial institutions 51,936   43,906  
 Bank time deposits  417,364   464,731  
       
  469,300   508,637  
        
 Debts securities  1,209,121   1,175,006  
 Placement with the Exchange Fund 650,268   627,066  
 Receivables and other assets 38,392   38,516  
       
  2,367,081   2,349,225  
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13. Financial risk management objective and policies (cont'd) 

 
(a) Credit risk (cont’d) 

 
The credit quality of cash at banks, deposits with banks and other financial institutions  
and debt securities at the end of the reporting period, analysed by the ratings designated 
by Moody’s or their equivalents, is shown below -  
 

  2021  2020  
  HK$’000  HK$’000  
      
  Cash at banks and bank time deposits, by credit rating    
     Aa3 to Aa1 101,147  29,242  
     A3 to A1 368,153  479,395  
      
  469,300  508,637  
      
  Debt securities, by credit rating     
     Aaa 282,792  286,413  
     Aa3 to Aa1 351,440  357,882  
     A3 to A1 572,016  525,729  
     Baa3 to Baa11 2,873  4,982  
      
  1,209,121  1,175,006  
      
  1,678,421  1,683,643  

 
1  The relevant debt securities had a credit rating of “A3” or above at their acquisition  

dates. 
 

(b) Liquidity risk  
 

Liquidity risk is the risk that the Association will encounter difficulty in meeting obligations 
associated with financial liabilities.  The Association monitors the liquidity requirements  
on a continuous basis and maintains a level of short-term deposits and cash to pay  
grants and operating expenses as necessary.  Hence the Association does not have 
significant exposure to liquidity risk. 
 
Maturities of the non-derivative financial liabilities that will be settled on a net basis of the 
Association as at 31 March 2021 and 31 March 2020 were as follows - 
 

  2021  2020  
  HK$’000  HK$’000  
  Total amounts of contractual undiscounted obligations     
 Payables managed by fund managers  27,704  13,390  
 Grants payable 12,863  430  
 Management fees payable 1,894  1,508   
 Custody fee payable  508  405  
 Other payables 59  613  
      
  43,028  16,346  
  Due for payment     
  Within one year or on demand 43,028  16,346  
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13. Financial risk management objective and policies (cont'd) 
 

(b) Liquidity risk  (cont’d) 
 
Maturities of the derivative financial instruments managed by fund managers that will be 
settled on a gross basis of the Association as at 31 March 2021 and 31 March 2020 were 
as follows -  
    

  2021  2020  
  HK$’000  HK$’000  
  Total amounts of contractual undiscounted obligations     
 Forward currency contracts     
   - outflows (1,620,554 ) (1,539,305 ) 
   - inflows 1,624,752  1,543,160  
      
  Due for payment      
  Within one year  1,620,554  1,539,305  
 

(c) Currency risk  
 
Currency risk is the risk that the fair value or future cash flows of financial instruments  
will fluctuate due to the changes in currency exchange rates.  The Association’s non- 
Hong Kong dollar investments are exposed to currency risk.  The Association only  
makes investments denominated in Hong Kong dollar, United States dollar and currency 
of a country whose foreign currency long-term debt has a high credit rating.  The 
Association’s exposure to currency risk is handled in accordance with a documented risk 
management and investment strategy, and the Association monitors the currency risk on 
a continuous basis. 
 
Carrying amounts of net financial assets, after taking into account the effect of forward 
currency contracts, as at 31 March 2021 and 31 March 2020 exposed to currency risk 
were as follows -  
 

   2021 
   Monetary 

assets 
 Non-monetary 

assets 
  

Total 
   HK$’000  HK$’000  HK$’000 
        
 Euro  100,853  286,436  387,289 
 Japanese Yen  38,108  68,936  107,044 
 Pound Sterling  16,288  98,757  115,045 
 Renminbi  81,203  -  81,203 
 Swiss Franc  28  97,286  97,314 
 United States Dollar  167,638  990,473  1,158,111 
 Others   16,436  66,764  83,200 
        
   420,554  1,608,652  2,029,206 
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13. Financial risk management objective and policies (cont'd) 
 

(c) Currency risk (cont’d) 
 
    

2020 
   Monetary 

assets 
 Non-monetary 

assets 
  

Total 
   HK$’000  HK$’000  HK$’000 
        
 Euro  77,693  197,185  274,878 

 Japanese Yen  55,903  54,816  110,719 
 Pound Sterling  15,036  74,076  89,112 
 Renminbi  72,944  -  72,944 
 Swiss Franc  27  80,261  80,288 
 United States Dollar  537,539  671,196  1,208,735 
 Others   12,777  50,558  63,335 
        
   771,919  1,128,092  1,900,011 

 
If the exchange rate of individual currency had increased/decreased by 5% with all other 
variables held constant, the impact on the income for the year would have been as follows - 
 

   2021 
   Monetary 

assets 
 Non-monetary 

assets 
 

Total 
   HK$’000  HK$’000  HK$’000 
 Effect on income for change of   
   +/- 5% exchange rate :     
 Euro  +/- 5,042  +/- 14,322  +/- 19,364 
 Japanese Yen  +/- 1,905  +/- 3,447  +/- 5,352 
 Pound Sterling  +/- 814  +/- 4,938  +/- 5,752 
 Renminbi  +/- 4,060   -  +/- 4,060 
 Swiss Franc  +/- 2  +/- 4,864  +/- 4,866 
 United States Dollar  +/- 8,382  +/- 49,524  +/- 57,906 
 Others  +/- 822  +/- 3,338  +/- 4,160 
           
   +/- 21,027  +/- 80,433  +/- 101,460 
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13. Financial risk management objective and policies (cont'd) 
 

(c) Currency risk (cont’d) 
 
    

2020 
   Monetary 

assets 
 Non-monetary 

assets 
 

Total 
   HK$’000  HK$’000  HK$’000 
 Effect on income for change of    
   +/- 5% exchange rate :       

 Euro  +/- 3,885  +/- 9,859  +/- 13,744 
 Japanese Yen  +/- 2,795  +/- 2,741  +/- 5,536 
 Pound Sterling  +/- 752  +/- 3,704  +/- 4,456 
 Renminbi  +/- 3,647   -  +/- 3,647 
 Swiss Franc  +/- 1  +/- 4,013  +/- 4,014 
 United States Dollar  +/- 26,877  +/- 33,560  +/- 60,437 
 Others  +/- 639  +/- 2,528  +/- 3,167 
           
   +/- 38,596  +/- 56,405  +/- 95,001 

 
Due to the linked exchange rate of the US dollar relative to the Hong Kong dollar, the 
Association does not have significant exposure to currency risk for its US dollar-
denominated assets. 

 
(d) Interest rate risk  

 
Interest rate risk is the risk that the fair value of financial instruments will fluctuate because 
of changes in market interest rates.  The Association’s debt securities stated at fair value 
are exposed to interest rate risk.  Investments in debt securities stated at fair value are 
made in accordance with a documented risk management and investment strategy, and 
the Association monitors the interest rate risk on a continuous basis. 
 
As regards deposits with banks, since they are all stated at amortised cost, their carrying 
amounts and the Association’s income and accumulated funds will not be affected by 
changes in market interest rates. 
 
The table below sets out the Association’s exposure to the fair value interest rate risk.     
If the interest rates had been 100 basis points higher/lower with all other variables held 
constant, the impact on the income for the year would have been as follows - 
 

  2021  2020  
  HK$’000  HK$’000  
      
 Effect on income for changes in      
   interest rates +/- 100 basis points -/+ 75,763  -/+ 78,591  
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13. Financial risk management objective and policies (cont'd) 

 
(e) Equity price risk  

 
Equity price risk is the risk of loss arising from changes in equity prices.  The  
Association’s equity securities are subject to the equity price risk inherent in all equity 
securities i.e. the value of holdings may fall as well as rise.  At 31 March 2021, the equity 
securities were included in financial assets at fair value through profit or loss as shown in 
Note 7.  The risk is primarily addressed through diversification of investment portfolio in  
accordance with a documented risk management and investment strategy, and the 
Association monitors the equity price risk on a continuous basis. 
 
If the market bid prices of the equity securities had increased/decreased by 5% with all 
other variables held constant, the impact on the income for the year would have been as 
follows - 
 

  2021  2020  
  HK$’000  HK$’000  
      
      
 Effect on income for changes of  

+/- 5% in prices +/- 130,623 
  

+/- 93,009 
 

 
(f) Other financial risk 
 

The Association is exposed to financial risk arising from change in the interest rate on the 
placement with the Exchange Fund which is determined every January (Note 6).  It was 
estimated that, as at 31 March 2021, a 50 basis points increase/decrease in the interest 
rate, with all other variables held constant, would increase/decrease the income for the 
year by HK$ 3.3 million (2020: HK$3.1 million). 

 
(g) Fair values 
 

(i) Financial instruments measured at fair value on a recurring basis 
 

The fair value of financial instruments classified under Level 1 is based on the  
quoted market prices of these financial instruments at the end of the reporting  
period, without any deduction for estimated future selling costs. 
 
In the absence of such quoted prices, the fair value of financial instruments  
classified under Level 2 is estimated using present value or other valuation  
techniques which maximise the use of observable data, using inputs based on  
market conditions existing at the end of the reporting period. 
 
The following table presents the carrying value of financial instruments  
measured at fair value at 31 March 2021, categorised into the three-level fair  
value hierarchy as defined in HKFRS 13, Fair Value Measurement.   
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13. Financial risk management objective and policies (cont'd) 
 

(g) Fair values (cont’d) 
    

(i) Financial instruments measured at fair value on a recurring basis (cont'd) 
 

 
  2021  
  Level 1  Level 2  Level 3  Total  
  HK$’000  HK$’000  HK$’000  HK$’000  
          
 Assets         
 Financial assets at fair value 

  through profit or loss 3,367,501 
 

454,084  -  3,821,585  

             
 Derivative financial instruments         
   - Forward currency contracts -  6,290  -  6,290  
          
 Liabilities         
 Derivative financial instruments         
   - Forward currency contracts -  (2,092 ) -  (2,092 ) 
          
    3,367,501  458,282  -  3,825,783  
 
  2020 
  Level 1  Level 2  Level 3  Total 
  HK$’000  HK$’000  HK$’000  HK$’000 
         
 Assets        
 Financial assets at fair value 

  through profit or loss 
2,597,850  437,338  -  3,035,188  

             
 Derivative financial instruments         
   - Forward currency contracts -  8,156  -  8,156  
          
 Liabilities         
 Derivative financial instruments         
   - Forward currency contracts -  (4,301 ) -  (4,301 ) 
          
    2,597,850  441,193  -  3,039,043  

 
During the years ended 31 March 2021 and 31 March 2020, there was no  
transfer between financial instruments in Level 1 and Level 2. 
 

(ii) Financial instruments not measured at fair value on a recurring basis 
  

All other financial instruments are stated in the statement of financial position at 
amounts equal to or not materially different from their fair values. 
 

  



 

- 31 - 

Beat Drugs Fund Association 
Notes to the financial statements 
For the year ended 31 March 2021 
 
 
13. Financial risk management objective and policies (cont'd) 
 

(h) Investment management and control 
 
In accordance with Article 3(K) of the Part A of the Articles of Association of the  
Association, moneys of the Association not immediately required for its purposes shall  
be invested in such investments, securities or property as may be thought fit subject to 
such conditions and such consents as may from time to time be imposed by the  
Financial Secretary or the Secretary for Financial Services and the Treasury.  
 
Article 37 of the Part B of the Articles of Association provides that the business of the 
Association should be managed by the Governing Committee whose composition is 
specified in Article 3 of the Part B of the Articles of Association.  Pursuant to Article 37 of 
the Part B of the Articles of Association, the Governing Committee has exercised its  
power and appointed an Investment Sub-Committee to advise on investment matters. 
 
The principal investment objective is, as far as practicable, to maintain the capital fund 
intact in the long run and to produce a stable income sufficient to support the annual 
expenditure of the Association. 
  
The investment management and control of the Association are set out in a documented 
risk management and investment strategy and reviewed on a regular basis by the 
Investment Sub-Committee and the Governing Committee. 

 
 

14. Possible impact of amendments, new standards and interpretations issued but not yet 
effective for the year ended 31 March 2021 

 
Up to the date of issue of the financial statements, the HKICPA has issued a number of 
amendments, new standards and interpretations which are not yet effective for the year ended  
31 March 2021 and which have not been early adopted in the financial statements.  The 
Association is in the process of making an assessment of the impact expected of these 
amendments, new standards and interpretations in the period of initial adoption.  So far, it has 
concluded that the adoption of them is unlikely to have a significant impact on the financial 
statements. 
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