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In 2017/18, the growth of cross-border e-Commerce provided new
business opportunities for Hongkong Post in handling international
mail, leveraging on the excellent connectivity of the Hong Kong
International Airport. However, the unabated trend of e-substitution of
traditional mail items continued to pose a serious challenge. Overall, we
recorded an operating deficit of $145 million for the year.

Looking ahead, e-substitution will further reduce the traffic of traditional
mail items, while cross-border e-Commerce traffic is expected to
continue to grow. Hongkong Post will continue to take measures to
contain costs and improve operational efficiency, capitalising on these
market trends.

To lay a firm foundation for our long-term development, subject to
the necessary funding approval procedures, we are making new
investments in our infrastructure. Of note in particular are relocating
the Hongkong Post Headquarters to a new building in Kowloon Bay and
redeveloping the Air Mail Centre at the Hong Kong International Airport.
These projects, when completed, will greatly enhance the operational
efficiency of our network.

/—%

Gordon LEUNG

Postmaster General
and General Manager of the Post Office Trading Fund

EBHKER 2017/18 3
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EEBHER EABHEIER EABHNEER EABHNEER EABHYEER (BE) M (EERRE) ME (HERRE) HeE (EME) HE (BE5) HE (ENRERE)
Postmaster General Deputy Postmaster (MABER) (EBRRE) Assistant Postmaster Director (Business Director (Infrastructure Director (Operations) Director (Finance) Director (Information
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EEBHREIZER Deputy Postmaster General
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o HPIFNE ° Departmental Secretary o BEE(EEBRE) e Director (Business o WEE(BIE)
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e - Development)
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Corporate Development Business Development Postal Services Financial Services Internal Audit Stamps and Philately
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o BIMES * Management Services o BEREIR o Speedpost o BFRIE e Mail Processing o HEME MK Management o FAIERH e Special Assignment R
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o Customer Service Ma”ageme”t )
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O0BOO0
Ms. Kitty AU YEUNG

MPIRE
Departmental Secretary

 General Manager
(Stamps and Philately)

e Stamp Design and
Procurement

* Philatelic Marketing
e Standing Order Service
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Financial Performance

In 2017/18, Hongkong Post's total operating revenue and expenditure
were $5,016 million and $5,161 million respectively, resulting in an
operating loss of $145 million. The rate of return on the average net

fixed assets was -3.6%.

EIER A
Operating Costs (&% B& T HK$milion)
$378

$2,723

2017/18
# % Total:$5,161
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B BTRA
Staff Costs

B —REBEERX
General Mail Operating
Expenses

1 THE

Administrative Expenses

Mail Traffic
In 2017/18, Hongkong Post processed 1.17 billion mail items (or a daily

average of 3.21 million items).
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E-Commerce Solutions

e-Express Service has been extended to cover Cambodia, Indonesia,
Macau, Malaysia, Philippines, Spainand Thailand, i.e., 26 destinations
in total.

The electronic services of EC-Ship, which enable e-Commerce
traders to pre-process posting procedures online prior to
streamlined acceptance at counters, have been extended to all
post offices (except the mobile ones).

Customers are encouraged to input customs information via the
“My Speedpost” or “EC-Ship” online platform, for transmission to the
destination’s customs authority to accelerate customs clearance.

We are extending the network of iPostal Stations, to facilitate
customers to collect their mail items at their selected locations
unconstrained by office hours. We are also recruiting more online
merchandisers to include iPostal Stations as an option for shoppers
to collect their purchases.

Technology Implementation

We have introduced a new generation of Personal Digital Assistants
(PDAs) which, among its functions, capture the signatures of
recipients electronically. The PDAs also enable us to improve our
management of outdoor work.

Allourpostaland hired vehicle fleets have been equipped with Global
Positioning System to enable us to improve operational efficiency.

We will roll out “single sign-on” in early 2019, to facilitate customers
touseasingleaccounttoaccessall e-services provided by Hongkong
Post.
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Customer Focussed Services

Customer satisfaction with Hongkong Post’s services in 2017/18,
as reflected in our regular customer satisfaction survey, is —
o Overall:98.1%

« Counter services: 97.9%

« Deliveryservices: 98.5%

» Hotline services: 95.9%

In September 2017, we proactively took special measures to speed
up the location of Local CourierPost packets containing UK student
visas and their delivery to the concerned recipients, in the light of
delaysinissuing the visas upstream. The measures included setting
up aspecial counter at the General Post Office (GPO) and a dedicated
hotline, regular website update, and extra efforts to connect with the
recipients. More than 3 000 visas were successfully delivered (1 600
people collected at the GPO counter and over 1 400 visas delivered
toaddressees). Hongkong Post'’s professionalism and swift response
were well received by the public.

EPS EasyCash for Senior Citizens service was introduced at seven
designated post offices in April 2018, providing an alternative and
convenient means for senior citizens to withdraw small amounts of
cash in their local community.

A ARBRTEHER R Photo credit: Information Services Department

EBHKER 2017/18 9
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Philately Promotion

We haveissued 14 sets of commemorative stamps, a stamp sheetlet
and three new denominations of the 2014 Definitive Stamps in
2017/18. The stamp themes showcased different facets of Hong
Kong, the breadth and depth of Chinese arts and culture, and other
subjects of interest.

To add philatelic interest, a range of special printing effects
were applied to selected stamp issues released during the year.
Augmented reality technology was for the first time incorporated
into the stamp issues of "Revitalisation of Historic Buildings in Hong
Kong II" and “Children Stamps - The Five Senses”, to project the

stamp multi-dimensionally via the HKPostStamps app.

Corporate Social Responsibility
« Wecontinuedtomake effortsto protectthe environment. Our Air Mail

Centre won the first runner-up in the Hong Kong International Airport
Carbon Reduction Award 2017, in recognition of our achievement
of carbon reduction by 12% in 2016 as compared to 2015.
We participated in the “Earth Hour 2018” organised by the World
Wide Fund, the “Tree Planting Challenge 2017" organised by Friends
of the Earth and the “Lai See Reuse and Recycle Program 2018"
organised by Greeners Action.

We continued our efforts in creating a safe workplace and culture
by organising regular training on occupational safety and health
matters for our staff.

« ZAEMAETRRBR L2 RERIFIIRE - 2
NRBIREZENTERE  WHEEBRRXZE2X
1t e

« BEBHMEBRMOERE TRERAZBRSEE
LERMRHEE - BEMEHIUE - BLEHE
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s BPFA2EZIEE - BB P FRBRIAER
IEFB R EMFIRE - BRI BB
 KEZBEERN [k B8R MAGEITH
[R5k A8 AR
- EIBRAKELE S B EME [ TIER 7513
T8 TTEZFR] -

s RTHENTEEEETRE XL  HAEES
REBELEEMBHENEY BREESZE
g URESHEAPERRER DB MDHL - Brit
2N MR EEHRRRAEREEEZ RS T
B [MBEETRBAR2017] B EALR

(lEE kL) —giE-

« Through the PostCare Club, Hongkong Post staff and retirees

together with their family members organised activities to care for
the less privileged in the community, such as visiting the elderly
during festive seasons and running free regular tutorial classes for
children from underprivileged families at the Caritas Centre.

We took part in a number of programmes designed to help

young people to make a smooth transition from schools or

universities into the workplace during the year. These included:

« the Job Tasting Programme under the "Life Buddies" Mentoring
Scheme organised by The Commission on Poverty; and

« the Job Shadow Day under the Job Shadowing Programme

organised by Junior Achievement Hong Kong.

To inculcate and sustain a customer service culture, we actively
participate in the activities of Hong Kong Association for Customer
Service Excellence, such as sharing seminars and company visits
to Towngas and DHL. Mr. OR Lung-chuen, Postmaster of Discovery
Bay Post Office, won the Individual Award (Counter Service) — Gold
Award in the Customer Service Excellence Award 2017, conferred by

the Association.
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International Cooperation

Hongkong Post participated in the Universal Postal Union (UPU) as a
member of the China delegation. Throughout the year, we engaged
inarange of initiatives and activities organised by the UPU, including
the UPU Postal Operations Council Meetings and the UPU Council
of Administration Meetings. Hongkong Post maintains an active
presence in the Asian-Pacific Postal Union (APPU), a regional postal
network operating under the auspices of the UPU. We participated
in the 12th APPU Congress in Tehran, Iran to exchange views on
regional policies in the postal field and international cooperation
development.

On 22 and 23 November 2017, Hongkong Post hosted the
Asia Pacific Post (APP) Cooperative Management Board Meeting in
Hong Kong to discuss with board members the strategy on the
growth and pricing of APP ePacket, alongside project updates,
budget plans and policies. Hongkong Post also served as Chairman
of the APP ePacket Steering Committee, which is dedicated to
implement the APP ePacket service and foster its development.

The Kahala Posts Group (KPG) is an alliance of postal administrations
with the objective to elevate the performance of Express Mail
Service (EMS) and Air Parcel service within the network. With
Canada Post joining in 2017, KPG now comprises 11 major postal
administrations, encompassing the Asia-Pacific, North American
and European markets. In July 2017, the Assistant Postmaster
General (Business Development) of Hongkong Post attended the
annual KPG CEO Meeting in Hawaii. The topics discussed in the
meeting included business development opportunities, network
performance and progress of electronic customs clearance for
postal items.

-‘l' 2017 KPG p Board Meeting
v ow-- ToBEu )
i ha) ¢
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PERFORMANCE PLEDGES

2017/18 2017/18 2018/19
BE ®RI B
Target Performance Target
i B BB E4 Local and International Mail
1 NEEH IR T LR LB N EEHOREESHEARE - IRKRFRT—EL
IERIRZ BN 99.0% 99.9%  99.0%
Small Letters: Deliver locally posted ordinary and registered Small Letters, posted before
the advertised latest time for posting, to local addressees by the following working day
REEHREBE AR ST LB RESF AR E 4 RIS MR E IR EATRE - ATRREE
A E TVER AU A
Large Letters and Packets: Deliver locally posted ordinary and registered Large Letters and 99.0% 99.9% 99.0%
Packets, posted before the advertised latest time for posting, to local addressees within
2 working days
2. KA R BRA M E B IR . , ,
Deliver Bulk Economy mail items according to the standards specified in the Service Leaflet 99.5% 100% B
3 EBEEUE KBRS B & A TR PR A \ \ .
Deliver Hongkong Post Circular items within 4 working days after the day of posting 99.5% 100% S
4., HAEBERERZEBBEMNEBEEATRE - BIA R AT ERXZEE R
BERENmELAR  BERTEEMIN
Despatch outward ordinary and registered airmail items, posted before the advertised
latest time for posting, to the designated air carrier, subject to availability of flights
FErm B H PREM REEALTEIER 99.0% 99.9%  99.0%
Non-peak periods Small Letters: Within the same day or the following working day
REGHRBE: REFEMETLIERRA
Large Letters and Packets: Within 2 working days following the day of posting 99.0% 99.9% ~ 99.0%
= I HR PNEEH  REEHRBE: REFENETIIERA
i Small Letters, Large Letters and Packets: Within 4 working days following the 90.0% 99.9%  90.0%
Peak periods day of posting
5. ADZEEEHES % WA TERPUREU A . . .
Deliver inward airmail items within 2 working days after arrival in Hong Kong 99.0% 100% SELL
6. AHMRAABRRKRFRA/MEEEMEIERNKEES NEAFRARFEIEFE
B Ey Ut A - At [ AR = A TAER AR E
Deliver local and inward parcels within 2 working days after day of posting or arrival, to 99.5% 99.9% 99.5%

Hong Kong, Kowloon and major commercial and industrial areas in the New Territories,
and within 3 working days to other areas

EBBEELR 2017/18 13
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Deliver Local CourierPost items according to the standards specified in the Service Leaflet

2017/18 2017/18 2018/19
B RE B
Target Performance Target
7. HAZEHERMNEEEEATIRE - BRI AT TSI R X = 15 RS MM
ZZNE - BEETE AN
Despatch outward air parcels, posted before the advertised latest time for posting, to the
designated air carrier, subject to availability of flights
g BT {ERA
Non-peak periods' Within 2 working days 99.0% 99.9% 99.0%
= U H i HETERA . . .
Peak periods' Within 5 working days 90.0% 100% 90.0%
8. HOXERFTEWHMHMABIEFATIRE - IR R A TR BIREXEEEHRE
KM ZzE LR - BART AR
Despatch outward bulk air mail items, posted before the advertised latest time for
posting, to the designated air carrier, subject to availability of flights
I =ETHEXRA . . .
Non-peak periods' Within 3 working days 90.0% 100% S0
3l EATIERR . . .
Peak periods' Within 7 working days 90.0% 100% 2%
HIREIE R A i B BUR IE Speedpost and Local CourierPost
9. FREIE PR IRIS IR IR BRI E ProR s A R
Provide pick-up service for Speedpost items within the period as specified in the Service 99.5% 100% 99.5%
Information Sheet
10. HAKREEHMHNNIETHIBRHEANKRET  IRKRFERXEMELQA - BEAR
A AN 99.5% 99.9%  99.5%
Deliver outward Speedpost items accepted before the specified latest times for posting to
air carriers on the same day, subject to availability of flights
11, ADBREEBAHDRN EFABRES - TRE—ELERRREKEA , . .
N . . . . 99.5% 99.7% 99.5%
Deliver inward Speedpost items on the same working day for items arriving before 6:00am
b T K R AR BB i 5 T2 AR AR
12, 7R 4 B0 B B 4 4 AR 75 5 = PR SR R 99.5% 99.9%  99.5%

14 Hongkong Post Annual Report 2017/18

2017/18

B
Target

2017/18
)

Performance

2018/19

B
Target

¥E{Z BR % Retail Business

13

FEICRBAEE 109 88 NER M IRBY

Serve customers within 10 minutes during non-peak hours v

98.0%

99.9%

98.0%

14

FIURF )/ 5 B & AT FE25 5 $E R (AR Ay

Serve customers within 25 minutes during peak hours or periods V&

98.0%

99.9%

98.0%

15.

B AR BEEZEEA THEMENERNTK

Reset private franking machines at counters within 15 minutes

98.0%

100%

98.0%

16.

ALK BB MR BIRS AR e TIER 150 BATTK

Deliver products under the Local Standing Order Service at counters within 15 minutes

98.0%

100%

98.0%

SR EBBEER Philately & PostShop Products

17.

FEERERBRETEAENEBE @A ERF AT EN
Make products available for collection under the Local Standing Order Service on the first
day of issue of the related special stamps

100%

100%

100%

18.

R mEETTE B R RS TERERE LA THERAT LRI A FT B m AR
PRI R H)H

Despatch overseas and mainland orders within 5 working days from the first day of the
relevant new stamp issue or the date of the order as confirmed by Hongkong Post

100%

100%

100%

19.

e B R EE B AN ETERARZAREHIRPHFE

Open new philatelic accounts within 6 working days from date of receiving the application

100%

100%

100%

20.

FA W55 7 S, 56 5 T 6 B o R 5 1 7 MEl L AE R UAE PR R T AS IR WA A
Deliver local orders for PostShop products within 6 working days from date of receiving
the order

99.0%

100%

99.0%

E 7% F R Certification Authority

21!

ETIEEIERATHKEERMEBBRE FZERBHREY
Complete processing of applications for Hongkong Post e-Cert within the working days
stipulated below i :

e BEFHEE(EA) =X
e-Cert (Personal) 3 days

s BEFEE(NE) +TX
e-Cert (Encipherment) 10 days

e BTEE () +X
e-Cert (Organisational) 10 days

s EFEE (AReS) +TX
e-Cert (Server) 10 days

99.0%

100%

99.0%

EBBEER 2017718 15
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2017/18 2017/18 2018/19
B RN B

Target Performance Target

4R RIE Hotlines

22, RE=ZBAONNVARREARES

[0) 0] (0]
Answer calls to Hongkong Post Hotlines within 3 rings, i.e., within 12 seconds 90.0% 98.9% 0l
25 E B BRI AV 5 Application for Postal Services
230 EREIIERANTTREERE T 5 RTS8 Ry
Complete processing of applications for the following services within 5 working days V:
o MIBIEHE o (FRATLAE & EENH
Post Office Boxes Use of Private Franking Machine
s AIRASBRFHMIZIRS o TR AR 5
Opening of Deposit Accounts for Redirection Service
posting of mail in bulk 100% 100% 100%
FEETERATARERE T3 RO BRFY
Complete processing of applications for the following services within 4 working days V:
o {8 B B AR 5 o BEDEARH
Freepost Business Reply Service
o FFR R MRS
International Business Reply Service
241 —{EA TR A Fe K B 12 B 78 BRI b 0 27 PR A Y FR AR v
Complete processing of applications for Hongkong Post Circular Service by the following 100% 100% 100%
working day v
i = 2 2 O ) R i
25 — AT {ERATTAK B IR 5 B R AR 755 80 FR 5 99.0% 100% 99.0%

Complete processing of applications for Permit Mailing Service by the following working day

i, BEEEBIBEEwww.hongkongpost.hke #12017/18R#74 ©

i. FEEH —O—N\FNAZE+AR=ZO—NE=A -

ii. MBS —O—N\F+—AE-_0O—NEF=A -

iv. TEARA RS T EHER -

v. BESEEERRETER  FHEZICE FRELSNRERF « K
RS EEE (NRE—ANRTA tAN+ANREZ—EZ
) - SBEAAECE S ERERMNEE -
BETHMBFENAEXHMENREEERE AEBBRS /A ERIR
BHOBERRIEE - RREENT (WEA) mE
EHEREBHNRTAREBA  URTHREERE TORERE
K 2HARARBHTHEER -

Vi.
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Notes:

iii.
iv.

V.

vi.

Please refer to Hongkong Post website www.hongkongpost.hk for 2017/18
Performance Pledges.

Non-peak periods: April - October 2018 and March 2019

Peak periods: November 2018 - February 2019

Not applicable to bulk posting acceptance counters

Peak periods include the first day of issue of philatelic products, seasonal pressure periods
such as Christmas, Lunar New Year and the peak collection periods for government bills
(i.e., the whole month of January and the last week of April, July and October). Details of
peak hours for individual post offices are displayed in the public halls of the post office
concerned.

Subject to the receipt of all the required documents, fulfilment of the terms and
conditions of the specific services and payment (if applicable).

Sundays and public holidays are excluded for the purpose of determining the date of posting
or arrival in Hong Kong for all mail items and for performance measurement under the
performance pledges.
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KEY FIGURES

HBHEEERS Post Office Trading Fund

2018 2017

x5 x5

Performance Performance

(a) BElEBERRE Rate of return on Fixed Assets -3.6% 4.7%
(b) WA (ABEEETE) Revenue (HK$ million) 5,016 4,881
(c) THUABEEB TN Expenditure (HK$ million) 5,161 4,728
(d) E{E(EE) / BF(ABEBTE) (Loss) / Profit from operations (HK$ million) (145) 153
(e) BHEAEEM) Traffic (Million items) 1,173 1,224
() BEEERE(ABSEET) Capital Investment (HK$ million) 94 111
(g) £EH(BAB/NREEHTH) Productivity (items per man-hour) 139 139
(h) BMIEERA(GET) Unit handling cost (HK$) 2.1 2.08
(i) BEAZ Total number of staff 6,881 7,046
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REPORT OF THE DIRECTOR OF AUDIT

HBHE®EBEES Post Office Trading Fund
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Audit Commission

The Government of the Hong Kong
Special Administrative Region

Independent Auditor’s Report
To the Legislative Council

Opinion

| certify that | have examined and audited the financial statements of
the Post Office Trading Fund set out on pages 22 to 48, which comprise
the statement of financial position as at 31 March 2018, and the
statement of comprehensive income, statement of changes in equity
and statement of cash flows for the year then ended, and notes to the
financial statements, including a summary of significant accounting
policies.

In my opinion, the financial statements give a true and fair view of
the state of affairs of the Post Office Trading Fund as at 31 March
2018, and of its results of operations and 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”) and have been properly prepared in
accordance with the manner provided in section 7(4) of the Trading
Funds Ordinance (Cap. 430).

Basis for opinion

| conducted my audit in accordance with section 7(5) of the Trading
Funds Ordinance and the Audit Commission auditing standards. My
responsibilities under those standards are further described in the
Auditor’s responsibilities for the audit of the financial statements
section of my report. | am independent of the Post Office Trading
Fund in accordance with those standards, and | have fulfilled my other
ethical responsibilities in accordance with those standards. | believe
that the audit evidence | have obtained is sufficient and appropriate
to provide a basis for my opinion.

EBBHER 2017/18 19
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Responsibilities of the General Manager,
Post Office Trading Fund for the financial
statements

The General Manager, Post Office Trading Fund is responsible for the
preparation of financial statements that give a true and fair view in
accordance with HKFRSs issued by the HKICPA and section 7(4) of the
Trading Funds Ordinance, and for such internal control as the General
Manager, Post Office Trading Fund 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 General Manager, Post
Office Trading Fund is responsible for assessing the Post Office Trading
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.

Auditor’s responsibilities for the audit of
the financial statements

My 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 my opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with the
Audit Commission auditing standards 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 the Audit Commission auditing
standards, | exercise professional judgment and maintain professional
skepticism throughout the audit. | 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 my 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;
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EiTEERMSE REPORT OF THE DIRECTOR OF AUDIT

— 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 Post Office Trading Fund’s internal control;

— evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures
made by the General Manager, Post Office Trading Fund;

— conclude on the appropriateness of the General Manager, Post
Office Trading Fund’s 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 Post Office Trading Fund’s ability to continue
as a going concern. If | conclude that a material uncertainty exists, |
am required to draw attention in my auditor’s report to the related
disclosures in the financial statements or, if such disclosures are
inadequate, to modify my opinion. My conclusions are based on
the audit evidence obtained up to the date of my auditor’s report.
However, future events or conditions may cause the Post Office
Trading 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.

-y

Kenneth Ho

Assistant Director of Audit
for Director of Audit

26 September 2018

Audit Commission
26th Floor
Immigration Tower

7 Gloucester Road
Wanchai, Hong Kong
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Oooon
STATEMENT OF FINANCIAL POSITION

#201843A31A asat 31 March 2018
(LA F o5/~ Expressed in thousands of Hong Kong dollars)

ERERERERE
STATEMENT OF COMPREHENSIVE INCOME

EZE2018%3A318LFE for the year ended 31 March 2018
(LB T T3 7R Expressed in thousands of Hong Kong dollars)

HBHEEERS Post Office Trading Fund HBHE®EBEES Post Office Trading Fund

Fif o 2018 2017
Note
Ff 2 2018 2017 .
Note FEREEE Non-current assets
W - REREM Property, plant and equipment 8 2,481,706 2,566,779
EES Turnover 3 5,016,030 4,880,501 B AE Intangible assets 9 105,871 88,429
BIER A Operating costs 4 (5,160,509) (4,727,759) BEERAES Held-to-maturity securities 10 203,061 201,592
SNEE S TR Placement with the Exchange Fund 11 2,307,384 2,258,059
. . 5,098,022 5,114,859
EE(BE) BR (Loss) / Profit from operations (144,479) 152,742 — Current assets
Hb A Other income 5 152,398 98,264 B Stocks 7.352 6,901
FEUIRIR - 12 & RIARHUA Debtors, deposits and prepayments 380,307 457,971
LB EBRT Profit before notional profits tax 7,919 251,006 FEW A A TR Amounts due from related parties 19 22,223 20,257
25 FEH Notional profits tax 6 ; (41,298) & YN E B 75 SRS Interest receivable from placement with the Exchange Fund 26,172 16,761
SMNEREE TR Placement with the Exchange Fund 1M - 169,680
RITIFR Bank deposits 1,475,957 982,313
FERN Profit for the year 7,919 209,708 Be RIBITHS Cash and bank balances 242,230 139,812
E2mEilas Other comprehensive income - - 2,154,241 1,793,695
nEBRE Current liabilities
- B RIBWFRIA Deposits and receipts in advance (338,686) (338,879)
FERZENR Total comprehensive income for the year 7.919 209,708 FEH IR TR % e &t B R Creditors and accruals (1,152,023) (696,032)
B B RN E Provision for employee benefits 13 (77,649) (77,713)
ElEEEERE Rate of return on fixed assets 7 -3.6% 4.7% FETRAE A LIREK Amounts due to related parties 19 (366,485) (409,691)
FE B EFIER Notional profits tax payable = (11,977)
(1,934,843) (1,534,292)
mEEERE Net current assets 219,398 259,403
HRERERDAR Total assets less current liabilities 5,317,420 5,374,262
FERENAR Non-current liabilities
BB Deferred tax 12 = (45,220)
EEBAIEE Provision for employee benefits 13 (477,395) (496,936)
(477,395) (542,156)
BEEBRE NET ASSETS 4,840,025 4,832,106
BAER R CAPITAL AND RESERVES
EEETEAR Trading fund capital 14 2,495,059 2,495,059
BRERE Development reserve 15 243,664 243,664
RE BT Retained earnings 16 2,101,302 2,093,383
4,840,025 4,832,106
RRE Gordon Leung
BRESEESMER General Manager,
20189 H26H Post Office Trading Fund

F26EABEMMERANBFIHRERAN —7ED
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The notes on pages 26 to 48 form part of these financial statements.

F26EABEMMERANBHIHRERN—D -

26 September 2018

The notes on pages 26 to 48 form part of these financial statements.
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ERERERERE
STATEMENT OF CHANGES IN EQUITY

HZ=E201853A31HLFJE for the year ended 31 March 2018
(LB T T3 7R Expressed in thousands of Hong Kong dollars)

HBHEEERS Post Office Trading Fund

2018 2017
EMEER Balance at beginning of year 4,832,106 4,768,741
FEEDENE Total comprehensive income for the year 7,919 209,708
FREMER Dividend paid during the year - (146,343)
ERER Balance at end of year 4,840,025 4,832,106
E26E48EMM T AAMBHREN—FH o The notes on pages 26 to 48 form part of these financial statements.
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Oooon
STATEMENT OF CASH FLOWS

HZE201843A318 LG for the year ended 31 March 2018
(LA #E T T3 7R Expressed in thousands of Hong Kong dollars)

HBHE®EBEES Post Office Trading Fund

b 2018 2017
BERAMB&RE Cash flows from operating activities
EBIE(ER) / BF (Loss) / Profit from operations (144,479) 152,742
mE - REREVIE Depreciation of property, plant and equipment 110,261 107,578
EEEEH Amortisation of intangible assets 17,102 9,102
HE / FHHEWE - REREM (Gain) / Loss on disposal of property, plant and
(BF) / BiE equipment (2) 2,970
SRIASIBHRERER Unrealised foreign exchange (gain) / loss on
(BF)/ BB financial instruments (1,976) 2,941
1B Bia R Decrease in provision for employee benefits (19,605) (8,471)
JETIR 3R R A 38 0 Increase in creditors and deposits 490,136 163,579
Increase / (Decrease) in amounts due to related
FEfTREE A LIRFIE N / (O parties 19,892 (40,598)
EUIR R &AL / (ghn) Decrease / (Increase) in debtors and stocks 74,386 (208,949)
FEUTREE A IR 2RI Increase in amounts due from related parties (1,966) (1,921)
ER2EFEHR Notional profits tax paid (7,921) (70,027)
FREEERENRL RN Net cash from operating activities 535,828 108,946
BRBEREMNBR&RE Cash flows from investing activities
FREHRA=MA EMRITEHR  Decrease / (Increase) in bank deposits with original
A/ (g maturities over three months 641,313 (641,313)
BRIFZHRNES Redemption of held-to-maturity securities = 578,916
Decrease / (Increase) in placement with the
INEESFFORL / () Exchange Fund 120,355 (77,556)
BEWE  REREMAMN Purchase of property, plant and equipment and
EmREE intangible assets (157,233) (113,991)
Sale proceeds from disposal of property, plant and
HEWZE - BB REM O equipment 67 77
BFHE Interest received 97,045 103,778
*B/ (AE)REFREHRLBE Net cash from / (used in) investing activities 701,547 (150,089)
MEREHR&RE Cash flows from financing activity
ERARE Dividend paid 5 (146,343)
AERESHEENRSRHE Net cash used in financing activity - (146,343)
HeRFERABE &M/ (WD)B#¥E Netincrease / (decrease) in cash and cash
equivalents 1,237,375 (187,486)
FNBRERSEREE Cash and cash equivalents at beginning of year 480,812 668,298
FROBERERANRE Cash and cash equivalents at end of year 18 1,718,187 480,812
F26E48EMM T AAT BRI —3 D © The notes on pages 26 to 48 form part of these financial statements.
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B % & M &F NOTES TO THE FINANCIAL STATEMENTS

O4dogdgdan

NOTES TO THE FINANCIAL STATEMENTS
(BREFRIFERASN - @ BB T LAY R -

Amount expressed in thousands of Hong Kong dollars, unless otherwise stated.)

(BRAFBIFEBES) 2 BB BT LIS ©
Amount expressed in thousands of Hong Kong dollars, unless otherwise stated.)

HBHEEERS Post Office Trading Fund HBHE®EBEES Post Office Trading Fund

1. —HR&EH General 2. FESHBEHE)

(b) MBI BHRAER ()

Significant accounting policies (continued)

(b) Basis of preparation of the financial statements (continued)

RIS ERE1995F7 A10R B (&@EH4 & The Post Office Trading Fund (POTF) was established on 1 August 1995
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under the Legislative Council Resolution passed on 19 July 1995 pursuant
to sections 3,4 and 6 of the Trading Funds Ordinance (Cap. 430).

The principal activities of the POTF are provision of general postal and
ancillary services, and electronic authentication services after the POTF
became a Recognised Certification Authority in January 2000. With effect
from April 2007, electronic authentication services are provided through
a contractor under the supervision of the POTF.

Significant accounting policies

(a) Statement of compliance

The financial statements have been prepared in accordance with
accounting principles generally accepted in Hong Kong and all
applicable Hong Kong Financial Reporting Standards (HKFRSs), a
collective term which includes all applicable individual HKFRSs, Hong
Kong Accounting Standards (HKASs) and Interpretations issued by
the Hong Kong Institute of Certified Public Accountants (HKICPA). A
summary of the significant accounting policies adopted by the POTF
is set out below.

(b) Basis of preparation of the financial statements
The measurement basis used in the preparation of the financial
statements is historical cost.

The preparation of financial statements in conformity with HKFRSs
requires management to make judgements, estimates and
assumptions that affect the application of policies and reported
amounts of assets, liabilities, income and expenses. The estimates
and associated assumptions are based on historical 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 carrying values of assets and liabilities that are not
readily apparent from other sources. Actual results may differ from
these estimates.
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(c)

There are no critical accounting judgements involved in the
application of the POTF's accounting policies. There are also no
key assumptions concerning the future, or other key sources of
estimation uncertainty at the end of the reporting period, that have a
significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities in the next year.

Property, plant and equipment

Property, plant and equipment appropriated to the POTF on 1
August 1995 were measured initially at deemed cost equal to the
value contained in the Resolution of the Legislative Council for the
setting up of the POTF. Property, plant and equipment acquired
since 1 August 1995 are capitalised at the actual cost of acquisition
or installation.

The following items of property, plant and equipment are stated
at cost less accumulated depreciation and any impairment losses
(note 2(e)):

- land classified as held under a finance lease and buildings held for
own use situated thereon;

- other buildings held for own use appropriated to the POTF. The
land is regarded as a non-depreciating asset; and
- plant and equipment, including furniture and fittings, plant and

machinery, motor vehicles and computer systems.

Depreciation is calculated to write off the cost of items of property,
plantand equipment, less their estimated residual value, on a straight-
line basis over their estimated useful lives as follows:

- Land classified as held over the unexpired term of lease
under a finance lease

- Buildings situated on over the shorter of the unexpired term

BF AHAE A FHIME leasehold land of lease and their estimated useful lives
ZEEH REREREEH TG T EET o The estimates and underlying assumptions are reviewed on an MBEAEH
BT RS EReHE  eEELETN ongoing basis. Revisions to accounting estimates are recognised in - Hitgs 20 - 40%F - Other buildings 2010 40 years
HNHEDR  ENYERERAKGEE the period in which the estimate is revised if the revision affects only - BKARKE 5% - Furniture and fittings 5years
Bl - HEASEE e R ok R BRI that period, or in the period of the revision and future periods if the - R R 7-15% - Plantand machinery 7 to 15 years
2 o revision affects both current and future periods. - E 4 - 5% - Motor vehicles 4to5years
- BIES 54 - Computer systems 5years
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(BRFFSIEBAS) - 2 RELE BT TSR ©
Amount expressed in thousands of Hong Kong dollars, unless otherwise stated.)

HBHEEERS Post Office Trading Fund
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Significant accounting policies (continued)

(c)

(d)

(e)

(f)

Property, plant and equipment (continued)

Gains or losses arising from the disposal of property, plant and
equipment are determined as the difference between the net disposal
proceeds and the carrying amount of the asset and are recognised in
the statement of comprehensive income on the date of disposal.

Intangible assets

Intangible assets include acquired computer software licences and
capitalised development costs of computer software programs.
Expenditure on development of computer software programs is
capitalised if the programs are technically feasible and the POTF has
sufficient resources and intention to complete development. The
expenditure capitalised includes direct labour and cost of materials.
Intangible assets are stated at cost less accumulated amortisation and
any impairment losses (note 2(e)).

Amortisation of intangible assets is charged to the statement of
comprehensive income on a straight-line basis over the assets’
estimated useful lives of 5 years.

Impairment of fixed assets

The carrying amounts of fixed assets, including property, plant and
equipment and intangible assets, are reviewed at the end of each
reporting period to identify any indication of impairment. If any such
indication exists, an impairment loss is recognised in the statement
of comprehensive income whenever the carrying amount of an asset
exceeds its recoverable amount. The recoverable amount of anassetis
the greater of its fair value less costs to sell and value in use.

Financial assets and financial liabilities

(i) Initial recognition
The POTF classifies its financial assets and financial liabilities into
different categories at inception, depending on the purpose for
which the assets were acquired or the liabilities were incurred.
The categories are: loans and receivables, held-to-maturity
securities and other financial liabilities.

Financial assets and financial liabilities are measured initially at
fair value, which normally equals to the transaction prices plus
transaction costs that are directly attributable to the acquisition
of the financial assets or issue of the financial liabilities.

(B RIEEBAS) - 2 RELE BT ITLSR

Amount expressed in thousands of Hong Kong dollars, unless otherwise stated.)

HBHE®EBEES Post Office Trading Fund
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B % & M &F NOTES TO THE FINANCIAL STATEMENTS

Significant accounting policies (continued)

(f) Financial assets and financial liabilities (continued)

0}

(ii)

Initial recognition (continued)

The POTF recognises financial assets and financial liabilities on
the date it becomes a party to the contractual provisions of the
instrument. Regular way purchases and sales of financial assets
are accounted for at settlement date.

Categorisation

Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market and which the POTF has no intention of trading. This
category includes debtors, amounts due from related parties,
interest receivable, placement with the Exchange Fund, bank
deposits and cash and bank balances.

Loans and receivables are carried at amortised cost using the
effective interest method less impairment losses, if any (note 2(f)

(iv).

The effective interest method is a method of calculating the
amortised cost of a financial asset or a financial liability and
of allocating the interest income or interest expense over the
relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash receipts or payments through
the expected life of the financial instrument or, when appropriate,
ashorter periodto the net carrying amount of the financial asset or
financial liability. When calculating the effective interest rate, the
POTF estimates cash flows considering all contractual terms of the
financial instruments but does not consider future 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.

Held-to-maturity securities

Held-to-maturity securities are non-derivative financial assets
with fixed or determinable payments and fixed maturity which
the POTF has the positive intention and ability to hold to
maturity, other than those that meet the definition of loans and
receivables.
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(BRFFSIEBAS) - 2 RELE BT TSR ©
Amount expressed in thousands of Hong Kong dollars, unless otherwise stated.)

(BRAFBIFEBES) 2 BB BT LIS ©
Amount expressed in thousands of Hong Kong dollars, unless otherwise stated.)

BB EEEES Post Office Trading Fund BB EES Post Office Trading Fund

2. FESTHEGE)
() SRMEERSTHMEEE)

2. FESTHEHE)
(h) BEeREFRE

Significant accounting policies (continued) Significant accounting policies (continued)

(f) Financial assets and financial liabilities (continued) (h) Cash and cash equivalents

(i) 2E(E)
HFERRRES ()
SEMRNESFKAERA AR
HABHRRERERE (11F) JK
(FFE2(F)(iv)) °

Atz MEE
Hit BB ERAERN R AREH
PRAMEFBR -

(iii) =R
ENCREENRB S RENS OE
FEmes  AEcMmEEERRBRE
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il ZEBBES W HER

(iv) EREENRE
ERREYIRRMFESRRNESD
REESESERSE HERBELF
i UEEABHRETENRERS
B MFEAHRERE  BEEBESR
HEEMIREERRRERF XA
BAAGHEABFARRRERENE
BEcENEZ8 Ezralak g
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MEBLEREBBERIARELEN
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(g) 78
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RARAFEFRIEZEE - JERFER
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(ii) Categorisation (continued)
Held-to-maturity securities (continued)
Held-to-maturity securities are carried at amortised cost using the
effective interest method less impairment losses, if any (note 2(f)

(iv).

Other financial liabilities
Other financial liabilities are carried at amortised cost using the
effective interest method.

(iii) 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.

A financial liability is derecognised when the obligation specified
in the contract is discharged or cancelled, or when it expires.

(iv) Impairment of financial assets

The carrying amounts of loans and receivables and held-to-
maturity securities are reviewed at the end of each reporting
period to determine whether there is objective evidence of
impairment. If any such evidence exists, an impairment loss is
recognised in the statement of comprehensive income as the
difference between the asset’s carrying amount and the present
value of estimated future cash flows discounted at the asset’s
original effective interest rate. If in a subsequent period the
amount of such impairment loss decreases and the decrease can
be linked objectively to an event occurring after the impairment
loss was recognised, the impairment loss is reversed through the
statement of comprehensive income.

(g) Stocks

Stocks consist of postage stamps and aerogrammes held in the stamp
vaults at the Headquarters. They are stated at the lower of cost and net
realisable value. Cost is determined using the first-in, first-out method.
Net realisable value is the estimated selling price in the ordinary course
of business, less the estimated costs necessary to make the sale.

(i)

)

RBehkFRAReBREAS RRITER N
FEREAMRBESHNEMRE - ZFR
BERRBRERACABENRS - BMY
EEEEZFRR IR LEFAZBA
B REEm B NERA={A A -
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fEE RN RN - AZEERELRS
BERARENEEEE - M BENERE
EBEEX  AEeRBEABITZEEEMNS
P BIREELBME -

BERA MG IENEE  ZAEES
NS BRENFARE  RIFANBEE
REMAEMEERE - ERREHRRES
BERARYISREMH T ARERSHEN
HREE - MEUAKBRENTARKE
BRIFAN MG ERER AT REIERIE

BEEF
LEESHMEEREAKEMEMNET -
Fe e kERAXERERHTSA
FAIRT R A LA At AR AR © 5L
NEME  BEMTERNAXEREER
FRITRERRF (BF) 4 TREERRK
e REERN  HERBRMHABREN
FEAXHE -

EAEBRETREANHEERENL

RRAZEAREHRAZENRBENRE
BECAN TRFE BN SEMNAXEX
- sEMETRRFUERRS B M
KR EEWERP I -

(i)

a4

Cash and cash equivalents include cash and bank balances, and other
short-term highly liquid investments that are readily convertible to
known amounts of cash and subject to an insignificant risk of changes
in value, having been within three months of maturity when placed or
acquired.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or amount
when the POTF has a present legal or constructive obligation arising
as a result of past events, it is probable that an outflow of economic
benefits will be required to settle the obligation and a reliable estimate
can be made. Where the time value of money is material, provisions
are stated at the present value of the expenditure expected to settle
the obligation.

Where it is not probable that an outflow of economic benefits will be
required, or the amount cannot be estimated reliably, the obligation
is disclosed as a contingent liability, unless the probability of outflow
of economic benefits is remote. Possible obligations, whose existence
will only be confirmed by the occurrence or non-occurrence of one or
more future events, are also disclosed as contingent liabilities unless
the probability of outflow of economic benefits is remote.

Employee benefits

The employees of the POTF comprise civil servants and contract staff.
Salaries, staff gratuities, and annual leave entitlements are accrued and
recognised as expenditure in the year in which the associated services
are rendered by the staff. For civil servants, staff on-costs, including
pensions and housing benefits provided to the staff by the Government
of the Hong Kong Special Administrative Region (the Government), are
charged as expenditure in the year in which the associated services are
rendered.

For civil servants employed on pensionable terms, their pension
liabilities are discharged by reimbursement of the staff on-cost
charged by the Government. For other staff, contributions to
Mandatory Provident Fund Scheme are charged to the statement of

comprehensive income as incurred.
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(BRFFSIEBAS) - 2 RELE BT TSR ©
Amount expressed in thousands of Hong Kong dollars, unless otherwise stated.)

HBHEEERS Post Office Trading Fund

2. FESTHEGE)
(k) BERNEH
BRIz (RBEGD (£ 1128) @ ZEES

Significant accounting policies (continued)

(k) Notional profits tax
The POTF has no tax liability under the Inland Revenue Ordinance

(BRAFBIFEBES) 2 BB BT LIS ©
Amount expressed in thousands of Hong Kong dollars, unless otherwise stated.)

HBHE®EBEES Post Office Trading Fund

2. TERETEHERE)

(k) BEAEH(E)
BE017F12A27HE  LEESEBEH

B % & M &F NOTES TO THE FINANCIAL STATEMENTS

Significant accounting policies (continued)

(k) Notional profits tax (continued)
However, the POTF is no longer required to pay notional profits tax with
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(Cap. 112). However, prior to 27 December 2017, the Government
had required the POTF to pay to the Government an amount in lieu of
profits tax (i.e., notional profits tax) calculated on the basis of the
provisions of the Inland Revenue Ordinance. The accounting policies
adopted by the POTF for notional profits tax were as follows:

(i) Notional profits tax expense for the year comprised current tax
and movements in deferred tax assets and liabilities.

(i) Current tax was the expected tax payable on the taxable income
for the year, using tax rates enacted or substantively enacted at
the end of thereporting period, and any adjustment to tax payable
in respect of previous years.

(iii) Deferred tax assets and liabilities arose from deductible and
taxable temporary differences respectively, being the differences
between the carrying amounts of assets and liabilities for financial
reporting purposes and their tax bases. Deferred tax assets also
arose from unused tax losses and unused tax credits.

All deferred tax liabilities, and all deferred tax assets to the extent
that it was probable that future taxable profits would be available
against which the assets could be utilised, were recognised.

The amount of deferred tax recognised was measured based on
the expected manner of realisation or settlement of the carrying
amounts of the assets or liabilities, using tax rates enacted or
substantively enacted at the end of the reporting period. Deferred
tax assets and liabilities were not discounted.

The carrying amount of a deferred tax asset was reviewed at the
end of each reporting period and was reduced to the extent that
it was no longer probable that sufficient taxable profit would be
available to allow the related tax benefit to be utilised. Any such
deduction was reversed to the extent that it became probable that
sufficient taxable profit would be available.

()

XRHEERFER - ERHERMNEREHRN
EEFRAEEHRDN2017F12A27HH
HHER  MARBKAREEZEKERA
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)

effect from 27 December 2017. The balance of notional profits tax
payable and the balance of deferred tax liabilities as at 27 December
2017 were derecognised, with corresponding income recognised in the
statement of comprehensive income (see notes 5,6 and 12).

Revenue recognition

(i) Revenue from postal services is recognised as the services are
provided. Allowance forameasured share of stamp income for the
amount of revenue from postage stamps sold in respect of which
postal service has not yet been provided is made at the end of the
reporting period.

(i) Interest income is recognised as it accrues using the effective
interest method.

(iii) Realised gains or losses on financial instruments are recognised
in the statement of comprehensive income when the financial
instruments are derecognised.

(iv) Otherincome isrecognised on an accrual basis.

(m) Terminal dues and charges

Cross-border mail service requires cooperation between postal
operators in different countries or regions. The costs for delivery of
mail items incurred by the postal operator in the destination country or
region have to be recovered from the postal operator in the originating
country or region. Such costs are terminal dues for letters, and
charges for parcels and express mail service (collectively referred to as
terminal dues and charges). The rates applicable to terminal dues are
determined by the Universal Postal Union every four years. The rates
applicable to parcels can be adjusted according to inflation whereas
those applicable to express mail service are determined by individual
postal operators annually. Nevertheless, a postal operator may enter
into bilateral agreements with another operator to determine the rates
of terminal dues and charges.
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(BRFFSIEBAS) - 2 RELE BT TSR ©
Amount expressed in thousands of Hong Kong dollars, unless otherwise stated.)

(BRAFBIFEBES) 2 BB BT LIS ©
Amount expressed in thousands of Hong Kong dollars, unless otherwise stated.)

HBHEEERS Post Office Trading Fund HBHE®EBEES Post Office Trading Fund

2. FESTHEGE)
(m) RIRBERHEE)
AEMBRELHBRNIERERHAE

Significant accounting policies (continued) 2. FEEHBRGE)
(p) FIIRBBITEEBMEREERNNTE(E)
LEESWESERMIMEARZHHMAE

Significant accounting policies (continued)

(m) Terminal dues and charges (continued) (p) Impact of new and revised HKFRSs (continued)

Terminal dues and charges recoverable from other postal operators The POTF has not applied any new HKFRSs that are not yet effective

ISR [—RIBERS | (M
3) o MEMBBE LN ZRmE R

% DRERRSREMHREARL -
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are included under Turnover - General mail services (note 3). Terminal
dues and charges payable to other postal operators are included under

in the financial statements for the years presented as a result of these
developments.

MEFTR] B BN B R &AM FE22) -

for the current accounting period (note 22).

BIHENEERAR [ —REHBEER Operating costs - General mail operating expenses (note 4). They are 3. Turnover
(H3%4) - EXHHE (ME4NESER recognised in the accounts when the volume (i.e., weight and number
#$E) MERKEREM]EMFTE / 5T of mail items) of mail processed and the applicable rates of charge 2018 2017
- ZEEHRERBEESEREATN can be measured / estimated reliably.
WA o — R EE RS General mail services 4,852,138 4,710,730
MEBA Miscellaneous revenue 163,892 169,771
AN E EL 4 T B E A TS B A4S B k3 HA RS When a new rate of charge for a period is being negotiated betwe.en 5,016,030 4,880,501
BN ER  ZHEHKES L F— the POTF and another postal operator, the amount of charges during
BB ERERIEATAEINE R - 0% that period will be determined based on an estimated rate, which is X
FTHHKRERARNTEEW B R - —15F equal to the rate in force for the preceding period. If the new agreed 4. BERX Operating costs
SN ERMAEEINER S e rate of charge is different from the estimated rate, an adjustment 2018 2017
MRS erFIN S RIMES T BRIk representing the difference between the amount of charges calculated
HEE o under the new agreed rate and that under the estimated rate will be 8 TR Staff costs 2,722,768 2,715,585
recognised in the year the new rate is agreed. — B BEEERY General mail operating expenses 2,059,504 1,652,336
(n) SmE (n) Foreign currency translation HENERS Rental and management charges 223,740 217,064
= . . . .
KEEHIINES SRS ANESEXK Foreign currency transactions during the year are translated into Hong 7 8 R i Depreciation and amortisation 127,363 116,680
BRET AT ASNNEEEER Kong dollars using the spot exchange rates at the transaction dates. FRITHEMA Central administration overheads 14,245 13,813
BERREE T B TERIRE B Monetary assets and liabilities denominated in currencies other than TISHEER Marketing expenses 10,565 9,986
TT o FIAINEIRE 2R NS N Hong Kong dollars are translated into Hong Kong dollars using the H:EA Audit fees 2,324 2,295
2 o closing exchange rate at the end of the reporting period. All foreign 5,160,509 4,727,759
currency translation differences are recognised in the statement of
comprehensive income. 5. EAlg A Other income
(o) BEAL (0) Related parties 2018 2017
B (LBEESIEN) BYHLERSE The POTF is a separate accounting entity within the Government
HTETH— B L EMN - FAR & established under the Trading Funds Ordinance. During the year, A LA T FELA A FAEFI IR Y Interest income from financial assets not
EEAEOE LR D O RAKSEE AL the POTF has entered into transactions with various related parties, SRVEERIF S WA at fair value
AXE - BiEA+TBESREBDNBITH including government bureaux and departments, trading funds and 1 7S R Held-to-maturity securities 9,823 14,872
FS - HZ@Ee - ARSI TFEr & e financially autonomous bodies controlled or significantly influenced by INEESTE I Placement with the Exchange Fund 74,601 74.982
BT E A B A E HH B E T o the Government, in the ordinary course of its business. TR Bank deposits 18,274 8,159
(p) RGBT E B BRE A NTE (p) Impact of new and revised HKFRSs SRITAE AR N LA Bank balances and others 424 251
ERASHMACCEME THITHSBL The HKICPA has issued certain new and revised HKFRSs that are first SRR A E AR RS s Deregignit;og ?cf nog(ina||_pz)9|fi[t_5 tax
B E S I TSR | - A S S effective or available for early adoption for the current accounting (3 6 & 12) Z}ag’?eszzzd 1e2)erre ax liabiiities )
HISATI M - R 2 MBSt period. There have been no changes to the accounting policies applied 49,276
152,398 98,264
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(BRAFBIEEBES) - 2 BB BT LIS ©

Amount expressed in thousands of Hong Kong dollars, unless otherwise stated.)

HBHEEERS Post Office Trading Fund

6. BEFEB

R2017F 1227 BRI - W ERFABEE
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BAEHEEERNAEEEESNALE
BEED A - BIRZAR - B (BEE
SO BRAETEZEEESNTER
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B2017F12A27THR - IEEEESE
ERRABNINEEFERERE -
It EEESWELEE2018F3H31H
LHEEEHZRFSTEE - RN20174F
127278 © BE405.6E B LHEMNEE
MISWAEERD T TR - MARRY AR
FeElmERnER (Fs) -

() EEZ2017F3A3MHILEEREZHE
WHERANBRHBZENEHENT -

Notional profits tax

Prior to 27 December 2017, the Government had required all trading funds to
pay notional profits tax and dividends to the Government. On 27 December
2017, the Court of Final Appeal handed down its judgement in a judicial review
case concerning the Office of the Communications Authority Trading Fund.
According to the judgement, it was an error of law to construe the Trading
Funds Ordinance as permitting the inclusion in budgets of the trading fund
of projections for notional tax or dividends. Subsequent to the judgement,
the Government made a change in financial arrangement whereby all trading
funds are no longer required to pay notional profits tax and dividends to the
Government with effect from 27 December 2017. Accordingly, no notional
profits tax has been provided by the POTF for the year ended 31 March
2018. The balance of notional profits tax payable as at 27 December 2017 of
HK$4.056 million was derecognised, with corresponding income recognised
in the statement of comprehensive income (note 5).

(a) The notional profits tax charged to the statement of comprehensive
income for the year ended 31 March 2017 represented:

(BRAFBIFEBES) 2 BB BT LIS ©
Amount expressed in thousands of Hong Kong dollars, unless otherwise stated.)

EE&EERRE
ETEERBREENBE2ERE (TE
FEREWAMFEZH)RUABEEEE
FHFEMEHEI L - ETEERRE
ME  BREREMABFEE - EHE
BESEHFEINETEERERRE
£2.6% (2017:5.9%) , L& FH I K
AIAIRETE °

Y% - REREM
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HBHE®EBEES Post Office Trading Fund

Rate of return on fixed assets

The rate of return on fixed assets is calculated as total comprehensive income
(excluding interest income and interest expenses) divided by average net fixed
assets, and expressed as a percentage. Fixed assets include property, plant
and equipment and intangible assets. The POTF is expected to meet a target
rate of return on fixed assets of 2.6% (2017: 5.9%) per year as determined
by the Financial Secretary.

Property, plant and equipment

B
AEFELENEHOBE
EEB
ERMEzRENELRED

BEFNEH

Current tax

Provision for notional profits tax for the year 35,741
Deferred tax

Origination and reversal of temporary differences 5,557
Notional profits tax 41,298

(b) EEZE2017F3A3MBLEFEERK
SHESTHREANREAREBTEN

(b) The reconciliation between tax expense and accounting profit
at applicable tax rates for the year ended 31 March 2017 was

HRMT ¢ as follows:

HENSHRIE A Profit before notional profits tax 251,006
WEBFERE16.5%FEMFZ Tax at Hong Kong profits tax rate of 16.5% 41,416
—IRMERRIERR One-off tax reduction (20)
AR X R R 2 Tax effect of non-deductible expenses 1,476
JEERB M ANT R E Tax effect of non-taxable revenue (1,574)
AEWRRZH Notional tax expense 41,298
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THREF RARERE  RERER B BRAS

Land and Furniture  Plant and Motor  Computer et

buildings and fittings machinery vehicles systems Total
5% 3 Cost
20164818 At 1 April 2016 3,268,907 488,283 573,654 73,213 128,066 4,532,123
BA Additions = 23,151 37,947 3,194 3,791 68,083
HE / i Disposals = (32,376) (33,585) (2,519) (13,762) (82,242)
M2017%3A31H At 31 March 2017 3,268,907 479,058 578,016 73,888 118,095 4,517,964

2017947318 At 1 April 2017
fEA Additions

HE / s Disposals
#2018%3A31H At 31 March 2018

REtineE Accumulated depreciation
#20165F4818 At 1 April 2016
FRER Charge for the year

HE / sE$sEE Written back on disposal
72017438318 At 31 March 2017

2017947318 At 1 April 2017
FRER Charge for the year
e / sE4EE Written back on disposal
#2018%F3A31H At 31 March 2018

IR E R E Net book value
#2018%$3A31H At 31 March 2018
R201793A318 At 31 March 2017

3,268,907 479,058 578,016 73,888 118,095 4,517,964
- 30,079 8,315 5,234 15,817 59,445

(31,360) (24,676) (7,809) (5.142) (10,588) (79,575)
3,237,547 484,461 578,522 73,980 123,324 4,497,834

956,998 415,185 438,354 53,950 58,068 1,922,555
27,116 21,328 36,314 7,391 15,429 107,578
= (29,764) (32,915) (2,518) (13,751) (78,948)
984,114 406,749 441,753 58,823 59,746 1,951,185

984,114 406,749 441,753 58,823 59,746 1,951,185
26,605 22,471 38,387 6,646 16,152 110,261

(3,724) (22,823) (3.886) (5.094) (9,791) (45,318)
1,006,995 406,397 476,254 60,375 66,107 2,016,128
2,230,552 78,064 102,268 13,605 57,217 2,481,706
2,284,793 72,309 136,263 15,065 58,349 2,566,779
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(BRAFBIEEBES) - 2 BB BT LIS ©

Amount expressed in thousands of Hong Kong dollars, unless otherwise stated.)

HBHEEERS Post Office Trading Fund

9. BFEE

Intangible assets

BB R R S R T R B BN
Computer software licences and
system development costs

2018 2017
BE Cost
F1 At beginning of year 298,629 320,254
A Additions 34,609 42,850
HE / Disposals (98.,766) (64,475)
F4R At end of year 234,472 298,629
REtMs Accumulated amortisation
F1 At beginning of year 210,200 265,573
FANEA Charge for the year 17,102 9,102
&/ e Written back on disposal (98,701) (64,475)
FR At end of year 128,601 210,200
IR ERE Net book value
Fx At end of year 105,871 88,429

10. KEBRMNES Held-to-maturity securities

2018 2017
BB AN HERARTH Debt securities at amortised cost:
- REE T FRER—FU - - Listed in Hong Kong, with remaining

maturity over one year 203,061 201,592
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(B RIEEBAS) - 2 RELE BT ITLSR
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Amount expressed in thousands of Hong Kong dollars, unless otherwise stated.)

HBHE®EBEES Post Office Trading Fund

11 HEREESER
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5% MREAE0%- 2018FETEERAT
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12. EFER R

B2017F12A27H#E £ BESEE
BRERFZNEEMNER(RHES) -
I 2 BESTERAEEHREENE
& > R20179F12827H » B 4,522.0
EATHELEH A ELERCHIHERE
R MBRKARNTEEZEREZERAER
(Hi7E 5) o

EEHZE2017F3AMNBIEFEERN - BB
MEAERNELER TN EZEK LD &

Placement with the Exchange Fund

The balance of the placement with the Exchange Fund amounted to
HK$2,307.4 million (2017: HK$2,427.7 million), being the principal sums
of HK$2,170 million (2017: HK$2,170 million) plus interest paid but not
yet withdrawn at the end of the reporting period of HK$137.4 million
(2017: HK$257.7 million). The term of the placement is six years from the
date of placement, during which the amount of principal sums cannot be
withdrawn.

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 4.6% per annum for the year 2018 and at 2.8% per annum for the year
2017.

Deferred tax

With effect from 27 December 2017, the POTF is no longer required to
pay notional profits tax to the Government (see note 6). Accordingly,
the POTF no longer has deferred tax assets or liabilities. The balance of
deferred tax liabilities as at 27 December 2017 of HK$45.220 million was
derecognised, with corresponding income recognised in the statement of
comprehensive income (note 5).

Major components of deferred tax recognised in the statement of financial
position and the movements during the year ended 31 March 2017 were

HESMT as follows:
BEABFRATER

BT ERBE Hity

Depreciation allowances EIMER

in excess of the Other
related depreciation ~ temporary st
and amortisation  differences Total
201654 A1 B &8 Balance at 1 April 2016 40,695 (1,032) 39,663

Charged to statement of

REmRERNBR comprehensive income 5,213 344 5,557
201743 A31 B4 Balance at 31 March 2017 45,908 (688) 45,220
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HBHEEERS Post Office Trading Fund HBHE®EBEES Post Office Trading Fund

13. EEBARE Provision for employee benefits 18. RERERRE Cash and cash equivalents
AT EHRE B4R B S PTIR A AR This represents the estimated liability for employees’ annual leave and 2018 2017
HKTREREFRNAKNEEN MINSBIEET obligations on contract-end gratuities payable to contract staff for services
BEGEREMFE2())) - rendered up to the end of the reporting period (also see note 2(j)). RE RRITHER Cash and bank balances 242,230 139,812
SRITER Bank deposits 1,475,957 982,313
14 EEESEX Trading fund capital 1,718,187 1,122,125
. et s s s . L . Less: Bank deposits with original
I ABAEEERSHRE - This represents the Government'’s investment in the POTF
HEE - P B REHRA=EA L ERRITER maturities over three months - (641,313)
RekRERARE Cash and cash equivalents 1,718,187 480,812
15. RR & Development reserve
2018 2017 19. HAEALTHR S Related party transactions
BRTEARMBREABIRENZZIN - Apart from those separately disclosed in the financial statements, the other
FORER Balance at beginning and end of year 243,664 243,664 FREBEATHEMBEER SHH LN material related party transactions for the year are summarised as follows:

2018 F3 A1 AR AREENES © 1]
e R EF R -

The balance at 31 March 2018 is uncommitted and is earmarked for future
development.

™

() EEESRERHTHEALINREERE
— A% 8 AR 5 K R KA B A K2R AR
1% o REELRBEHKALLRER2.437

(@) services provided to related parties included general postal services
and agency services, which are compatible with postal related services.
The total revenue derived from these services amounted to HK$243.7

= . .
16. (REAF Retained earnings [BHT(2017 © 3.310(E55T) million (2017: HK$331.0 million);
2018 2017 ) BEATRETFLEELHBERE (b) services received from related parties included computer services,
TSR « EDRIFRTS - Z2IMRFS - 48 printing services, training services, building management and
e Balance at beginning of year 2,093,383 2,030,018 FEEREE  PAH SRS - hh maintenance, rental of accommodation, central administration and
Total comprehensive income for the THRESIRGE - SRR e auditing services. The total cost incurred on these services amounted
FEmeEl year 7,919 209,708 #82.132(8%7T(2017 © 2.070188 to HK$213.2 million (2017: HK$207.0 million);
Dividend paid in respect of the year )
BEXNEHZE2016F3A3BIEFENRE ended 31 March 2016 = (146,343)
g Balance at end of year 2101302 5 093 383 (O “EBEELHMBEEALTEARTCEE (c) acquisition of fixed assets from related parties included fitting out

17. BERE

EHZE2017F3A31BILFE @ RIFFER
2EEENEHEEBRERBDRRZE
WEEEETEEY HA50% B FIk Bt
o BBHSEI.049BTTRE ©

B2017F 128278 - 2EESEAFM
B ARE(RKEE 6) e Rt - $EES
F2017F12 A27TB AT » #Z=2017F
3A3TALEFER1.049E L HERE - TN
|AMBITEA ©
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Proposed dividend

For the year ended 31 March 2017, the POTF proposed a dividend of
HK$104.9 million based on the total comprehensive income for the year
and the target dividend payout ratio of 50% stated in the annual business
plan approved by the Secretary for Financial Services and the Treasury.

With effect from 27 December 2017, the POTF is no longer required to
pay dividends to the Government (see note 6). Accordingly, the proposed
dividend of HK$104.9 million for the year ended 31 March 2017, which
had not been paid as at 27 December 2017, is also not required to be paid
to the Government.

BREREBHANRETE  -BELTH
BIEF - REREW  BREARRE
W o ELBEEMNKAEER,0608E
JC(2017 : 2,080887T) : UK

d 2EESEFRABNERNMES T
ZEMEES - WEHEBENEET
BE$ B2006F4 ARERTHE
LY BB BB EETEMRS 52009-
10FERESHE - ZH A BHBD
MEEMEESB2011-12FF 8%
BER  WEFAKBIEL - HE
20183 A3MBIEMFE « &\
EYxa HESHE3,2408B LM%
ZMEMES (2017 : 3,2308%87T) -

projects of post offices, acquisition of land and buildings, plant and
machinery, computer systems and motor vehicles. The total cost of
these assets amounted to HK$10.6 million (2017: HK$20.8 million);
and

(d) the POTF is required to pay notional market rental on premises leased
from the Government. The notional market rental for the Airport Post
Office has been waived by the Government since April 2006. Subject
to annual approval by the Government, the notional market rental
for Tsim Sha Tsui Post Office has been waived since 2009-10 and the
notional market rentals for another six post offices have been waived
since 2011-12. For the year ended 31 March 2018, the notional
market rentals waived for these eight leased premises amounted to
HK$32.4 million (2017: HK$32.3 million).
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19. HEAEATHR S (&)
RS A LRt ek hBEA TREMNRSE - 1R
BRAREMR  KESGREARAABNNE
A mZERGREH#TEEAL  WERIRE
BB ARER B - HEEALHENETEE
EREEHKAGE -

20. &¥E
(a) BAREE
fE2018F3A31H » 2 EBEES RAEEIMBER
RAEHBENEAEREDT ¢

Related party transactions (continued)

Services rendered to or received from related parties which were

also available to the public were charged at the rates payable by the

general public. Services which were available only to related parties

were charged on a full cost recovery basis. Fixed assets supplied by

related parties were charged at full cost.

Commitments

(a)

Capital commitments

At 31 March 2018, the POTF had capital commitments, so far as
not provided for in the financial statements, as follows:

2018 2017
Authorised and
BEEREL contracted for 47,357 28,809
Authorised but not yet
BiEEERELD contracted for 185,453 111,574
232,810 140,383
(b) REHERRE (b) Operating lease commitments

20183 A31H » TEeHUEMEE M %
REHENRKFIEHEBRERWT ¢

At 31 March 2018, the total future minimum lease payments
under non-cancellable operating leases for leased properties
were payable as follows:

2018 2017
—F LR Not later than one year 119,571 124,252
Later than one year but not
—FRETZRATF later than five years 296,147 294,141
hFE Later than five years 1,166,002 1,160,175
1,581,720 1,578,568
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(BRAFBIFEBES) 2 BB BT LIS ©
Amount expressed in thousands of Hong Kong dollars, unless otherwise stated.)

HBHE®EBEES Post Office Trading Fund

21. M ERER

(a)

(b)

REBE

AREBINBAKRR  2EESKESR
BERERERTANKREHES - REHAR
EREFMNES  INEESTFRRRITHE
K 2ERSHREMATRTIANRER
BRAKRE -

AR
HHERESRTANATERRRBLA
SRREXEDMEADOAR - SELLE
EEmEOMERS - WAEEE IRE T
HNESH  UREEERSEEEEHRS
FEREHDYE -

FR CEESELEREZRAERNER
SRR 5 52,2408 /87T (2017 « [EXEFF
5085 7T) ©

TRABLEZSNHSHERBANINER
R
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Financial risk management

(a)

(b)

Investment policy

To provide an ancillary source of income, surplus cash is invested
in a portfolio of financial instruments. The portfolio includes
held-to-maturity securities, placement with the Exchange Fund
and bank deposits. It is the POTF's policy that all investments in
financial instruments should be principal-protected.

Currency risk

Currency risk is the risk that the fair value or future cash flows of a
financial instrument will fluctuate because of changes in currency
exchange rates. The POTF monitors its foreign currency exposure
and may consider to enter into foreign exchange contracts when
circumstances arise to protect it from the impact of currency
fluctuation during the normal course of business.

During the year, the POTF recognised a net exchange loss of
HK$22.4 million (2017: a net exchange gain of HK$0.5 million) in
the statement of comprehensive income.

The table below summarises the POTF's foreign currency exposure
at the end of the reporting period:

2018 2017
BE =R BE =R
Assets Liabilities Assets Liabilities
ET Us dollar 1,068,771 36,912 318,951 22,134
R IR i Special Drawing Rights 72,098 831,523 152,668 464,372
AR Renminbi 76 6 66 4
BT Euro 9,292 1,430 11,336 3,529
H oM Other foreign currencies 1,874 523 12,555 15
1,152,111 870,394 495,576 490,054
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21. M EREE (&)
(b) EWER(E)

(9]

#20184E3A31H « FEE A BB TRE
BRT - fhE

o ETLHBTIEF / THO0.5%(20174F :
0.5%) " FEAFEIEM/ FDE5208H
JL(20174F : 1208787T)

e HRERBEBLWMEFA/ T#H3I%
(20174 : 5%) * FEAFIGRL / #h
2,2808 7T (20174F : 1,3008%7T) + &

o HMEM BT EF / THE5%(2017
F5%) FEAFNEEM / BHP508
BIT(0174 : 80&E L) ©

MEER

M= R\ fs AT 5 A R EE W 5| 2B RA A
B o FIRE R A E— 0 /A FEREER
KR REMNEREE -

NFENEEREERTANQAFEGAD
BHNEZBHMEBHNER - ARNEERSHN
RITERETE MO EFIREE N R E
B EWMSNELA  GLEENLATE
BETEK - AW - ARELEEETIREHK
AEIR - mHENEEH I EHREE
EEESHBNIRHE

RenENEERESRTANRKRSR
EERAMSNXEPTRBNER - 2EE
SEANYEANRESREN AR - BS
HFEANTIZ2SRMIT AL TEFEH -
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Financial risk management (continued)

(b) Currency risk (continued)

[t was estimated that, as at 31 March 2018, with all other variables
held constant:

e a0.5% (2017: 0.5%) increase / decrease in the exchange
rate of the US dollar against the Hong Kong dollar would
increase / decrease the profit for the year by HK$5.2 million
(2017: HK$1.2 million);

* a3% (2017: 5%) increase / decrease in the exchange rate
of the Special Drawing Rights against the Hong Kong dollar
would decrease / increase the profit for the year by HK$22.8
million (2017: HK$13.0 million); and

* a5% (2017: 5%) increase / decrease in the exchange rate
of other currencies against the Hong Kong dollar would
increase / decrease the profit for the year by HK$0.5 million
(2017: HK$0.8 million).

(c) Interest rate risk

Interest rate risk refers to the risk of loss arising from changes in
market interest rates. This can be further classified into fair value
interest rate risk and cash flow interest rate risk.

Fair value interest rate risk is the risk that the fair value of a
financial instrument will fluctuate because of changes in market
interest rates. Since all of the POTF's bank deposits and held-to-
maturity securities bear interest at fixed rates, their fair values will
fall when market interest rates increase. However, as they are all
stated at amortised cost, changes in market interest rates will not
affect their carrying amounts and the POTF’s profit and reserves.

Cash flow interest rate risk is the risk that future cash flows of a
financial instrument will fluctuate because of changes in market
interest rates. The POTF's exposure to cash flow interest rate risk
is small as it has no major floating-rate investments.

(BRAFBIFEBES) 2 BB BT LIS ©
Amount expressed in thousands of Hong Kong dollars, unless otherwise stated.)

HBHE®EBEES Post Office Trading Fund

21. B EAREE (&)

(d)

FERR
FERREEMTAN - TRHEESREREE
BOIEEMSIES - T RXPBELRNE

B o

EEECANTRRBRRIAGAEELHER
HOEPRESIRREX S EN IR
%o HENRSHFNEERREAENEER
BETUHR - SEEEEABSHBELERX
RPEFORFTRAREERR - —ER
HLAR SR -

SEERKEERR - FIEERFEFGFER
RBBFFRIRIT °

SNEESFRAEERRBIE -
EREHERA B ERRNELFNEER

BRERDITR AR B AR R ERE
ERRFR AT -
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Financial risk management (continued)

(d)

Credit risk

Credit risk is the risk that one party to a financial instrument will
fail to discharge an obligation and cause the other party to incur
a financial loss.

The POTF has policies in place to ensure that wholesale postal
services are provided to customers with an appropriate credit
history. Credit exposure to an individual counterparty is restricted
by credit limits. The counterparty’s payment profile and credit
exposure are continuously monitored by respective management.
Postal services to retail customers are substantially settled in cash.

To minimise credit risks, all fixed deposits are placed with licensed
banks in Hong Kong.

For the placement with the Exchange Fund, the credit risk is
considered to be low.

At the end of the reporting period, the credit quality of investments
in held-to-maturity securities, analysed by the ratings designated
by Moody’s or their equivalent, was as follows:

2018 2017
REETAI|HNFZBHMEES Held-to-maturity securities by
credit rating
Aal & Aa3,/ AA+ & AA- Aal to Aa3 / AA+ to AA- 203,061 201,592

(e)

LEESHACRMEEMAAENRSEER
REBRASENERSHERAMIKREE

RBESRER
mBECEREREEETRESR A EAEH
B B R B B R B0 EL B

HEERDESARIE  2EELBBE
AMENREBEMERERPES - BR
ALENAERHABEREMNESHER -

(e)

The maximum exposure to credit risk of the financial assets of the
POTF is equal to their carrying amounts at the end of the reporting
period.

Liquidity risk
Liquidity risk is the risk that an entity will encounter difficulty in
meeting obligations associated with financial liabilities.

The POTF manages liquidity risk by forecasting the amount of
cash required and monitoring its working capital to ensure that
all liabilities due and known funding requirements could be met.
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22. CHEHABREZE201853A831ALLEEMAK  Possible impact of amendments, new standards and

21. B EREE () Financial risk management (continued)

(f) HibBEmEE
EBESHABFIABEENIINERSTERE
= (M) MEEMAERYTKERR - X
201893 A31H » E2017F F12018F B X
#wa /O mAS0EEEMEMERTERIE
R HETFEERT REESGN / R
1,1508 % 7T (2017 : 1,010&%87L) -

22 EEABREBZE2018E3A31ALEER K

ERERT  HEAARREBNTRTE

HEAYBHREREZH A  BEGMASEHR
MZIEER] - HAEARRE  HPBERBZE
20183 A31B LRI FE M AREMLILZBIRA
AR mzR P ERANEEE] « SRR AR - 8
HEESBBNZEER]  ERRRERE

HEUTEE
ZEBBRRN
2 HBER
BB BRELERIFEIG 20181 A1H
(&R TA]
BB R ELERIFE155 ¢ 2018%F1A1H
[REEFEHZHA
BB RS LR E 165 20191 A1H

[HE ]

BEERFAL  2EBESEARABBUBRS
ERIFSRMENSR AL G H L EE SO
BHRERBREATE - 8EESENEBVHR
HREAF16RE B NRBHRRRRE I RRE
ERREETTHE -
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(f) Other financial risk

The POTF 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 11). It was estimated that, as at
31 March 2018, a 50 basis point increase / decrease in the interest
rates for 2017 and 2018, with all other variables held constant,
would increase / decrease the profit for the year by HK$11.5
million (2017: HK$10.1 million).

Possible impact of amendments, new standards and
interpretations issued but not yet effective for the year
ended 31 March 2018

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 31 March 2018 and
which have not been early adopted in these financial statements.
These include the following which may be relevant to the POTF:

Effective for
accounting periods
beginning on or after

HKFRS 9, Financial Instruments 1 January 2018

HKFRS 15, Revenue from Contracts with
Customers

1 January 2018

HKFRS 16, Leases 1 January 2019

So far, the POTF expects that the adoption of HKFRS 9 and
HKFRS 15 is unlikely to have a significant impact on the financial
statements. For HKFRS 16, the POTF is in the process of assessing
the possible impact on the financial statements in the period of
initial adoption.

ERHBE > HEARBEBOTREISE (F)

ERMBREENEOR [EMTA ]

BAEMBRELENE 9 FRMREBSERE
39 5% [ERMTE : BANE] @ SIAZRE
ENBNMTENTRE  BERAWSREERE
ATEREREANTRIE - Z— @ BEY
BRELAF 9 RHUFTESTEAE 39 AW
R TANBERMEHENRTE  UREREED
DENFTENRE  XAREHEXER - BEY
BHREERNSE 9 RHATESHEENIEELE
DR (1) BIHAAE ¢ (2) UAFER AR
AR (3) ARFEFAHMEEYE - 7 AEE
BIRBNERBRAREREENANRERE
B E °

LEEQEBITHERE - RENKREHKAER
ENSREESERMNTBMBRELERSE 9 3
BREBRBEZENIBELE - EXR2RA
& HENBENMEYENE -

BEVBHREENF 9 RRAKSIATHOERE
EEBEEL  RKEFB S ERE 39 RATAMN
EEEBEREER -HRUEANEEESH
ERMERIRR - ERHEEBHRELT - RE
BREBERERLEBREFRA ATER - kW
BEERTEHEERSERRBR  BRANE
12 AAEMEEBRRIKATRBEEER - 2
EESHEAERITMAREERR T T2
REANFERE

interpretations issued but not yet effective for the year
ended 31 March 2018 (continued)

HKFRS 9, Financial Instruments

HKFRS 9 replaces HKAS 39 “Financial Instruments: Recognition and
Measurement” and introduces new requirements for classification
and measurement of financial assets, including the measurement
of impairment for financial assets and hedge accounting. On the
other hand, HKFRS 9 incorporates without substantive changes
the requirements of HKAS 39 for recognition and derecognition of
financial instruments and the classification and measurement of
financial liabilities. HKFRS 9 contains three primary categories for
measuring financial assets: (1) amortised cost, (2) fair value through
profit or loss and (3) fair value through other comprehensive income.
The basis of classification depends on the entity’s business model and
contractual cash flow characteristics of the financial assets.

The POTF has assessed that its financial assets currently measured at
amortised cost will continue with their respective classifications and
measurements under HKFRS 9. There are no changes to classification
and measurement for financial liabilities.

HKFRS 9 also introduces a new expected credit loss model to replace
the incurred loss impairment model used in HKAS 39. This new model
will apply to the POTF’s loans and receivables. Under the expected
credit loss model, it will no longer be necessary for a loss event to
occur before an impairment loss is recognised. Instead, an entity is
required to recognise and measure either a 12-month expected credit
loss or a lifetime expected credit loss, depending on the assets and the
facts and circumstances. The POTF has assessed that no significant
impairment losses will be recognised under the current practice or the
new impairment model.
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22. EEMEREBZE2018F3A31 B LLFE K

Possible impact of amendments, new standards and

ERETT  HEARREBNTRIE(®)

BEEMBREERE 155 [RAZFEL
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ERVMBREERE 15 RRRABEREE BN
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AHER - UEREETFANZRAAL < RE
BRMBREERFE 15 5 - WAL RBREETE
B PEEEMIRBIERAMARES 2
RESHRER - ZEATIABZNRERE -
BEIWRARE  BRETEE AHEER
BEREERZEPURTIEHEREHEE
ko BEESFERABTEVBIRELE 15
FRTEHEEESNIBRRENEATE -

BRMBREERSE 16 5% [HE]

BB BHREEAE 16 FMABB G LS
17 5% [HE] - LHIEER 58 2HER
BRENRA - SIAE-—MERBAGEN 2
KABAERHARES 12 AANAEHEHENE
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interpretations issued but not yet effective for the year
ended 31 March 2018 (continued)

HKFRS 15, Revenue from Contracts with Customers

HKFRS 15 replaces all current revenue recognition requirements
under HKFRSs and establishes a new five-step model to account for
revenue arising from contracts with customers. According to HKFRS
15, revenue is recognised at an amount that reflects the consideration
to which an entity expects to be entitled in exchange for transferring
goods or services to a customer. The standard also introduces extensive
disclosure requirements, including disaggregation of total revenue,
information about performance obligations, changes in contract asset
and liability account balances and key judgements and estimates. The
POTF has assessed that the adoption of HKFRS 15 is unlikely to have a
significant impact on the POTF’s financial statements.

HKFRS 16, Leases

HKFRS 16 replaces HKAS 17 “Leases” and sets out the principles for
the recognition, measurement, presentation and disclosure of leases.
It introduces a single lessee accounting model and requires a lessee to
recognise assets and liabilities for all leases with a term of more than
12 months, unless the underlying asset is of low value. Under HKFRS
16, a lessee is required to recognise a right-of-use asset representing its
right to use the underlying leased asset and a lease liability representing
its obligation to make lease payments. Accordingly, a lessee should
recognise depreciation of the right-of-use asset and interest on the
lease liability. The right-of-use asset and the lease liability are initially
measured on a present value basis. The measurement includes non-
cancellable lease payments and payments to be made in optional
periods if the lessee is reasonably certain to exercise an option to extend
the lease. In respect of the lessor accounting, HKFRS 16 substantially
carries forward the lessor accounting requirements in HKAS 17.

HKFRS 16 will primarily affect the POTF's accounting as a lessee of
leases for premises which are currently classified as operating leases.
The application of the new accounting model is expected to lead to
an increase in both assets and liabilities and to impact on the timing
of the expense recognition in the statement of comprehensive income
over the period of the leases. As disclosed in note 20(b), the POTF
had non-cancellable operating lease commitments of HK$1,581.720
million as at 31 March 2018. The POTF is yet to assess the full impact
of the standard on its financial position and results of operations. The
new standard is mandatory for financial years beginning on or after 1
January 2019. At this stage, the POTF does not intend to adopt the
standard before its effective date.



