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18.
(a)

18.Financial Risk Management
(a) Financial Risk Factors

The Chest’s investment activities expose it to a variety of financial risks: market
risk (including currency risk, equity price risk and interest rate risk), liquidity
risk and credit risk.  The Chest’s overall risk management programme focuses
on the unpredictability of financial markets and seeks to minimise potential
adverse effects on the Chest’s investment performance.  The Chest’s major
financial assets include cash and deposits, bonds and unit trust funds which
are managed by the Chest and external professional fund managers.

To manage these risks, the Executive Committee of the Chest has delegated
the authority to the Investment Subcommittee which comprises of ten members
to set, monitor and review the risk management policies and practices of the
Chest’s investments.  The Investment Subcommittee reports to the Executive
Committee on a regular basis.

MTR Shopping Centres Charity Campaign
Donations Received
Total Campaign Expenses for this Event Funded

by Campaign Expenditure Reserve

MTR Shopping Centres CNY Charity Campaign
Donations Received
Total Campaign Expenses for this Event Funded

by Campaign Expenditure Reserve

The Community Chest 40th Anniversary
Car Lottery

Donations Received
Total Campaign Expenses for this Event Funded

by Campaign Expenditure Reserve

The Community Chest Green Day
Donations Received
Total Campaign Expenses for this Event Funded

by Campaign Expenditure Reserve

Flag Day

Donations Received
- Street sales
- Gold flag
Sponsorship Received
Total Campaign Expenses for this Event

PSP No.

PSP No.

Lottery
Licence

PSP No.

PSP No.

2009/2010

Campaign Events
HK$

2008/2009

Campaign Events
HK$

2008/582/1
139,273

2,251

2009/013/1
230,698

3,792

No.3939

3,868,700
241,536

-
-
-

FD/011/2008

3,132,132
724,746
430,000
387,536

2009/195/1
413,613

3,110

2009/365/1
680,554

3,400

-

-
-

2009/159/1
108,559
22,812

FD/T005/2009

3,110,294
697,075
430,000
345,369

All donations raised from the 2009/2010 Flag Day will be allocated to the
Chest's eight member social welfare agencies to enhance "Services for the
Physically Disabled".
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(i)

(ii)

Investment constraints and guidelines are set according to investment objectives
of each fund to control risks of investments.  The Chest controls and monitors
market risk through strategic asset allocation and the benchmarks set for the
fund investments.  Price risk for investments is mitigated by adopting benchmarks
that are diversified globally, by sectors and by securities. Interest rate risk is
controlled through benchmark duration guidelines and by investing across a
spectrum of fixed and floating rate instruments.

(i) Credit Risk

The Chest is exposed to credit risk since a counterparty may not be able or
willing to perform its contractual obligations in full when due.  It arises mainly
from the Chest’s cash and deposit placements with various financial institutions
and investments held by fund managers.

The Chest limits its exposure to credit risk by rigorously selecting authorised
financial institutions and fund managers with reference to their international
credit rating and financial strength.  The Investment Subcommittee reviews
the listing of approved financial institutions and fund managers regularly.  In
addition, credit limits are established to control the overall exposure to each
authorised financial institution and fund manager to avoid concentration of
credit risk.

At 31st March 2010 and 2009, all of the Chest’s financial assets were exposed
to credit risk through the underlying investments in unit trusts.  The maximum
exposure to credit risk at the reporting date is the carrying value of each
financial asset in the Statement of Financial Position.

(ii) Liquidity Risk

Liquidity risk refers to the risk that available funds may not be sufficient to
meet obligations as they fall due.

The Chest’s policy is to regularly monitor current and expected liquidity
requirements to ensure that it maintains sufficient cash and readily realisable
marketable securities to meet its liquidity requirements.

The following table presents the earliest settlement dates of the Chest’s financial
liabilities at the end of reporting period:
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Sundry Accounts Payable and Accrued Charges
Rainbow Fund Grant Payable to Member Agencies
Baseline Allocations Payable to Member Agencies
Major New Initiative Allocations Payable to
   Member Agencies
Time Limited Projects Allocations Payable to
   Member Agencies
Capital Project Fund Allocations Payable to
   Member Agencies

2009/2010

-
-

78,651
-

-

-

78,651

-
-

39,325
-

-

-

39,325

15,769
585

39,668
16,582

56,790

9,415

138,809

More than 6
months but

less than one year
HK$’000

More than 3
months but

less than 6 months
HK$’000

Within 3 months
or on demand

HK$’000

Carrying
amount

HK$’000

15,769
585

157,644
16,582

56,790

9,415

256,785

Sundry Accounts Payable and Accrued Charges
Rainbow Fund Grant Payable to Member Agencies
Baseline Allocations Payable to Member Agencies
Major New Initiative Allocations Payable to
   Member Agencies
Time Limited Projects Allocations Payable to
   Member Agencies
Capital Project Fund Allocations Payable to
   Member Agencies

2008/2009

-
-

75,415
-

-

-

75,415

-
-

37,708
-

-

-

37,708

19,808
1,444

38,051
13,987

72,281

10,497

156,068

More than 6
months but

less than one year
HK$’000

More than 3
months but

less than 6 months
HK$’000

Within 3 months
or on demand

HK$’000

Carrying
amount

HK$’000

19,808
1,444

151,174
13,987

72,281

10,497

269,191

(iii) (iii) Interest Rate Risk

Interest rate risk refers to the risk of loss arising from changes in market
interest rates.  The Chest has interest bearing assets including cash at bank
and investments.

The following table indicates their effective interest rates at the end of
reporting period and the periods in which they reprice or mature.
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Repricing Dates for Assets which
   Reprice before Maturity

   Deposits with Bank and Other
      Financial Institutions

Maturity Dates for Assets which
   do not Reprice before Maturity

   Financial Assets Designated at
      Fair Value through Profit or Loss

2009/2010

More than
5 years

HK$'000

One year
or less

HK$'000

Total

HK$'000

Effective
Interest Rate

%

0.12 - 0.62

0.01 - 3.97

1-2 years

HK$'000

2-5 years

HK$'000

293,375

146,234

439,609

293,375

100,035

393,410

-

2,624

2,624

-

10,849

10,849

-

32,726

32,726

Repricing Dates for Assets which
   Reprice before Maturity

   Deposits with Bank and Other
      Financial Institutions

Maturity Dates for Assets which
   do not Reprice before Maturity

   Financial Assets Designated at
      Fair Value through Profit or Loss

2008/2009

Effective
Interest Rate

%

0.81 - 2.45

0.49 - 2.93

Total

HK$'000

232,184

71,827

304,011

One year
or less

HK$'000

232,184

28,019

260,203

more than
5 years

HK$'000

-

30,169

30,169

Sensitivity analysis

As at 31st March 2010, it is estimated that a general increase/decrease of
0.25% in interest rates, with all other variables held constant, would have
increased/decreased the Chest’s surplus by approximately HK$6 million 2009:
HK$5.7 million .

The sensitivity analysis above has been determined assuming that the change
in interest rates had occurred at the end of reporting period and had been
applied to the exposure to interest rate risk for fixed deposits and debt holdings
in existence at that date.  The 0.25% increase/decrease represents management’s
assessment of a reasonably possible change in interest rates over the period
until the next annual end of reporting period.  The analysis is performed by
using 0.25% for 2009.

1-2 years

HK$'000

-

3,334

3,334

2 5

2-5 years

HK$'000

-

10,305

10,305
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United States
Dollars

HK$’000

2009/2010

Japanese
Yen

HK$’000

Pounds
Sterling

HK$’000

Euro

HK$’000

296,414

4,959

301,373

46,955

-

46,955

44,062

-

44,062

124,442

-

124,442

United States
Dollars

HK$’000

2008/2009

Japanese Yen

HK$’000

Pounds
Sterling

HK$’000

Euro

HK$’000

199,344

50

199,394

46,121

-

46,121

38,711

-

38,711

92,238

-

92,238

Investments

Cash at Bank and in Hand

Net Exposure to Currency Risk

For assets denominated in USD, the Chest considers that the foreign exchange
risk is minimal.

Sensitivity analysis

The following table indicates the approximate change in the Chest’s results in
response to reasonably possible changes in the foreign exchange rates to
which the Chest has significant exposure at the end of reporting period:

Euro
Japanese Yen
Pounds Sterling

2009/2010

If currency
strengthened/
weakened by

Effect on the
Results for the year

HK$’000

5%
5%
5%

6,222
2,348
2,203

2008/2009

If currency
strengthened/
weakened by

Effect on the
Results for the year

HK$’000

5%
5%
5%

4,612
2,306
1,936

(iv) (iv) Foreign Currency Risk

Currency risk is the risk of loss due to adverse movements in foreign
exchange rates relating to investments.

The Chest manages its foreign currency exposure with a view to protecting
its net assets against adverse fluctuations in exchange rates. The Chest’s
assets and liabilities, other than cash at bank and investments, are primarily
denominated in Hong Kong Dollars.

The following table details the Chest’s exposure at the end of reporting
period to currency risk arising from recognised assets or liabilities
denominated in a currency other than the Chest’s functional currency.
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(v)

The sensitivity analysis above has been determined assuming that the change
in foreign exchange rate had occurred at the end of reporting period and
had been applied to the Chest’s exposure to currency risk for financial
instruments in existence at that date, and all other variables, in particular
interest rates, remain constant.  In this respect, it is assumed that the pegged
rate between the HKD and the USD would be materially unaffected by any
changes in the value of the USD against other currencies.

(v) Equity Price Risk

Equity price risk is the risk of loss arising from changes in equity prices.
The Chest is exposed to equity price changes arising from equity investments
and unit trusts.

Sensitivity analysis:

At 31st March 2010, it is estimated that an increase/decrease of 5% (2009:
5%) in the relevant stock market index (for listed investments), with all other
variables held constant, would have increased/decreased the Chest’s results
for the year as follows:

Increase
Decrease

2009/2010

Effect on the Results for the year
HK$’000

5%
5%

7,929
(7,929)

5%
5%

3,950
(3,950)

Change in the relevant equity
price risk variable:

2008/2009

Effect on the Results for the year
HK$’000

(b)

HKFRS 7

—

—

—

(b) Fair Value

The following table presents the carrying value of financial instruments measured
at fair value at the end of reporting period across the three levels of the fair
value hierarchy defined in HKFRS 7, Financial Instruments: Disclosures, with
the fair value of each financial instrument categorised in its entirety based
on the lowest level of input that is significant to that fair value measurement.
The levels are defined as follows:

—  Level 1 (highest level): fair values measured using quoted prices (unadjusted)
in active markets for identical financial instruments

—  Level 2: fair values measured using quoted prices in active markets for 
similar financial instruments, or using valuation techniques in which all 
significant inputs are directly or indirectly based on observable market 
data

—  Level 3 (lowest level): fair values measured using valuation techniques in 
which any significant input is not based on observable market data
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19. 19.Possible Impact of Amendments, New Standards and
Interpretations Issued but not yet Effective for the Annual
Accounting Period Ended 31st March 2010

Up to the date of issue of these financial statements, the HKICPA has issued
a number of amendments, new standards and interpretations which are not
yet effective for the year ended 31st March 2010 and which have not been
adopted in these financial statements.

The Chest is in the process of making an assessment of what the impact of
these amendments, new standards and new interpretations is expected to be
in the period of initial application.  So far it has concluded that the adoption
of them is unlikely to have a significant impact on the Chest’s results of
operations and financial position.

In addition, the following developments are expected to result in amended
disclosures in the financial statements, including restatement of comparative
amounts in the first period of adoption:

HKFRS 3 

HKAS 27 

HKAS 39 —

HKFRSs 2009

HKFRS 9

HKFRS 3 (Revised), Business 
combinations

Amendments to HKAS 27, 
Consolidated and separate
financial statements

Amendments to HKAS 39,
Financial instruments: Recognition
and measurement – Eligible hedged
items

Improvements to HKFRSs 2009

HKFRS 9, Financial Instrument

Effective for accounting periods
 Beginning on or After

2009 7 1

2009 7 1

2009 7 1

2009 7 1
2010 1 1

2013 1 1

1st July 2009

1st July 2009

1st July 2009

1st July 2009 or
1st January 2010

1st January 2013

Government and other Debt Securities

Unit Trust Funds

Total Investments

Level 1
HK$’000

-

24,450

24,450

146,234

572,415

718,649

Level 2
HK$’000

-

-

-

Level 3
HK$’000

146,234

596,865

743,099

Total
HK$’000

During the year,  there were no significant transfers between instruments in
Level 1 and Level 2.
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