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Financial Results 2014/15

2014/15 was a challenging year for the OFCA Trading Fund. The
profit before tax fell to HK$86.5 million from HK$95.1 million in
2013/14. The rate of return on average net fixed assets decreased
10 24.2% from 26.0% a year before. This was primarily the result of

increased expenditure as compared with that of last year.

The total revenue at HK$484.6 million was higher than last year’s
HK$473.4 million due to higher revenue from licence fees, partly
offset by lower interest income from the placement with the
Exchange Fund.

On the expenditure side, the total expenditure rose by 5.2% to
HK$398.1 million in 2014/15 due to increase in staff costs and

operating expenses.

Looking ahead, with the continued growth of the communications
sector, a robust financial position and a dedicated and professional
team in OFCA, we are well placed to face the challenges in the
coming year.
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Financial Results 2014/15

Highlights of the financial performance:

2014/15 2013/14

BEET BEBIT

HK$'m HK$ m

A Revenue 484.6 473.4

S H Expenditure 398.1 378.3

FaI&A Pre-tax profit 86.5 95.1

RS Proposed dividend 72.2 79.4

BElE & EYIFERR Return on ANFA 24.2% 26.0%
WA Revenue

JERBE Licence fees

85.8% (86.5%)

it Expenditure

BT staff

79.1% (76.5%)

* BN 2013 14 FEYT

In parentheses are 2013/14 figures

BR¥EE Service charges
5.2% (4.9%)

FIEUA Interest income
7.7% (8.5%)

HIFUL A Miscellaneous revenue
1.3% (0.1%)

%58 Operation
16.9% (18.8%)

B8R Consultancy
0.7% (1.3%)

B Bt Depreciation & amortisation
3.3% (3.4%)
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Report of the Director of Audit

Audit Commission
The Government of the Hong Kong Special Administrative Region

Independent Audit Report
To the Legislative Council

| certify that | have examined and audited the financial statements of the
Office of the Communications Authority Trading Fund set out on pages
55 to 86, which comprise the statement of financial position as at 31
March 2015, and the statement of comprehensive income, statement of
changes in equity and statement of cash flows for the year then ended,
and a summary of significant accounting policies and other explanatory

information.

General Manager, Office of the
Communications Authority Trading Fund’s
Responsibility for the Financial Statements

The General Manager, Office of the Communications Authority Trading
Fund is responsible for the preparation of financial statements that give
a true and fair view in accordance with section 7(4) of the Trading Funds
Ordinance (Cap. 430) and Hong Kong Financial Reporting Standards,
and for such internal control as the General Manager, Office of the
Communications Authority Trading Fund determines is necessary to
enable the preparation of financial statements that are free from material

misstatement, whether due to fraud or error.
Auditor’'s Responsibility

My responsibility is to express an opinion on these financial statements
based on my audit. | conducted my audit in accordance with section
7(5) of the Trading Funds Ordinance and the Audit Commission auditing
standards. Those standards require that | comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance about

whether the financial statements are free from material misstatement.
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Report of the Director of Audit

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the financial statements. The procedures
selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due
to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation of financial statements
that give a true and fair view 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 entity’s internal control. An audit
also includes evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by the General
Manager, Office of the Communications Authority Trading Fund, as well as
evaluating the overall presentation of the financial statements.

| believe that the audit evidence | have obtained is sufficient and

appropriate to provide a basis for my audit opinion.
Opinion

In my opinion, the financial statements give a true and fair view of the state
of affairs of the Office of the Communications Authority Trading Fund as at
31 March 2015, and of its results of operations and cash flows for the year
then ended in accordance with Hong Kong Financial Reporting Standards
and have been properly prepared in accordance with the manner provided

in section 7(4) of the Trading Funds Ordinance.

A

LAU Sun-wo
Assistant Director of Audit
for Director of Audit

Audit Commission
26th Floor, Immigration Tower

7 Gloucester Road, Wanchai, Hong Kong

30 September 2015
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Statement of Comprehensive Income
for the year ended 31 March 2015
(Expressed in thousands of Hong Kong dollars)

ERE

BIERA
E{ERT
HAgA
ERfERmET
BENEH
FERT
Hit 2 EW s
FERZEWE
BEEED#HRE

g

Note
Turnover 3
Operating costs 4

Profit from operations

Other income 5

Profit before notional profits tax

Notional profits tax 6

Profit for the year

Other comprehensive income

Total comprehensive income for the year

Rate of return on fixed assets 7

2015 2014
441,550 433,335
(398,119) (378,313)
43,431 55,022
43,024 40,112

86,455 95,134
(14,273) (15,717)
72,182 79,417
72,182 79,417
24.2% 26.0%

2559 £ 86 EMIFE A A WM —ED -

FNE BHERR

The notes on pages 59 to 86 form part of these financial statements.
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BI Sk i = Statement of Financial Position
®201563H31H8 as at 31 March 2015
(LIBEFTidir) (Expressed in thousands of Hong Kong dollars)
Bk
Note
JEiREHEE Non-current assets
W2 RN ESH Property, plant and equipment 8 159,401 168,997
B EE Intangible assets 9 3,030 2,994
SNEESTER Placement with the Exchange Fund 10 829,651 800,821
992,082 972,812
mEEE Current assets
FEWIRSR ~ %S RTANFIE Debtors, deposits and advance payments 2,633 2,519
FEM BB A iRAR Amounts due from related parties 21 330 -
FEWSMNEE S ZRA R Interest receivable from placement
with the Exchange Fund 11,251 7,109
H YR B Other interest receivable 469 1,117
RITHER Bank deposits 287,000 321,100
B MERTTIEER Cash and bank balances 9,137 6,975
310,820 338,820
mENBE Current liabilities
AR AEER Creditors and accruals 21,157 32,249
EEEFBE Provision for employee benefits 12 6,431 3,018
FETEE B A TR Amounts due to related parties 21 25,870 30,238
EFEWA Deferred income 13 172,471 162,995
AN NIEES ) Notional profits tax payable 10,012 10,907
235,941 239,407
MBEERE Net current assets 74,879 99,413
BEERERBEE Total assets less current liabilities 1,066,961 1,072,225
JEiREIEE Non-current liabilities
IRIERLFR Deferred tax 11 1,357 1,773
B E 1@ F| B Provision for employee benefits 12 90,857 88,470
92,214 90,243
REE NET ASSETS 974,747 981,982
BEAEAGR CAPITAL AND RESERVES
BERASER Trading fund capital 14 212,400 212,400
BEEE Development reserve 15 690,165 690,165
REBEA Retained earnings 16 - _
BRERE Proposed dividend 17 72,182 79,417
974,747 981,982
559 % 86 B RAR RN —B7 - The notes on pages 59 to 86 form part of these financial statements.
FBELZT Miss Eliza LEE
BEEEERNAE General Manager,
LERESRKE Office of the Communications Authority Trading Fund
2015498 30H 30 September 2015 Chapter 8  Financial Results 56
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HA SR Financial Statements
EmEaR Statement of Changes in Equity
BZE2015F3H831HLFE for the year ended 31 March 2015
(LB FTidr) (Expressed in thousands of Hong Kong dollars)

2015 2014
FRAEER Balance at beginning of year 981,982 995,474
FEHEZEmKES Total comprehensive income for the year 72,182 79,417
FREMKE Dividend paid during the year (79,417) (92,909)
FAHER Balance at end of year 974,747 981,982
%59 % 86 B A AR IERERM—FBD © The notes on pages 59 to 86 form part of these financial statements.
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HERER
HZE2015F3831HILEE
(LB FTlisr)

Statement of Cash Flows
for the year ended 31 March 2015
(Expressed in thousands of Hong Kong dollars)

(hE:s

EERRZRERE

Note

Cash flows from operating activities

EFRA Profit from operations 43,431 55,022
HMIEWA Sundry income 5,820 53
M RIBNBMITE Depreciation of property, plant and equipment 12,348 12,275
R BRI Amortisation of intangible assets 825 617
FEWIRER » & RIENTIE (Increase)/ Decrease in debtors, deposits and
(), " advance payments (112) 230
fEWEE A LIRS ),/ (Increase)/Decrease in amounts due from
related parties (330) 369
N IRR K IESE AR Decrease in creditors and accruals (11,718) (882,116)
ENBEEA TR Decrease in amounts due to related parties (2,581) (28,383)
ERBALEN,CBd) Increase/ (Decrease) in deferred income 9,476 (382)
REBFEEEM Increase in provision for employee benefits 5,800 436
ENAEFER Notional profits tax paid (15,584) (9,663)
SEIEEMEB /(A )RERE Net cash from / (used in) operating activities 47,375 (851,542)
REERZRER Cash flows from investing activities
SNERSFFUL Increase in placement with the Exchange Fund (28,830) (38,134)
FEBRA=EAL LMEITEMR  (ncrease)/Decrease in bank deposits with
(3gm) /EA original maturity over three months (30,200) 79,800
BEME MBSV IR EE Acquisition of property, plant and equipment and
intangible assets (4,785) (21,177)
HEWE « HBRBMFEFHE Net proceeds from disposal of property, plant and
equipment 21 25
EHF S Interest received 33,698 43,146
REER(ME) FRERSRE Net cash (used in)/ from investing activities (30,096) 63,660
MEERZRENE Cash flows from financing activities
ERER Dividend paid (79,417) (92,909)
MEEEMAREEHE Net cash used in financing activities (79,417) (92,909)
REREFHESNEL BE Net decrease in cash and cash equivalents (62,138) (880,791)
FNRERERRE Cash and cash equivalents at beginning of year 78,475 959,266
ERNRERERERS Cash and cash equivalents at end of year 18 16,337 78,475
% 59 & 86 BRI IS REN —ABD © The notes on pages 59 to 86 form part of these financial statements.
Chapter 8 Financial Results 58
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Notes to the Financial Statements

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

1. General

The Office of the Telecommunications Authority (OFTA) Trading
Fund was established on 1 June 1995 under the Legislative Council
Resolution passed on 10 May 1995 pursuant to sections 3, 4 and
6 of the Trading Funds Ordinance (Cap. 430). By virtue of section
25 of the Communications Authority Ordinance (CAO) (Cap. 616)
which came into operation on 1 April 2012, the OFTA Trading
Fund was renamed as the Office of the Communications Authority
(OFCA) Trading Fund (the Fund) on the same date. OFCA serves as
the executive arm of the Communications Authority (CA), which is a
statutory body set up under the CAO to administer and enforce the
Broadcasting Ordinance (Cap. 562), the Broadcasting (Miscellaneous
Provisions) Ordinance (Cap. 391), the CAQO, the Telecommunications
Ordinance (Cap. 106) and the Unsolicited Electronic Messages
Ordinance (UEMO) (Cap. 593), and to perform any function under
or by virtue of any Ordinance. The Fund, which is under the policy
portfolio of the Commerce and Economic Development Bureau of
the Government of the Hong Kong Special Administrative Region
(the Government), supports the principal activities of the CA, as

follows:

(@) licensing and regulating telecommunications services and
broadcasting services;

(b)  managing Hong Kong’s radio frequency spectrum;

() providing advisory, planning and support services on
telecommunications, broadcasting, anti-spamming matters to
the Government;

(d) overseeing technical standards and representing the
Government on international affairs;

(e)  enforcing the UEMO; and

(f)  ensuring the enforcement of fair trading practices and
fair competition in relation to telecommunications and

broadcasting sectors.
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Notes to the Financial Statements

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

2. Significant accounting policies
(a) Statement of compliance

These 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 Fund 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 and 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.

Chapter 8 Financial Results
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Notes to the Financial Statements

(Amount expressed in thousands of Hong Kong dollars, unless otherwise

stated.)

2. Significant accounting policies (continued)

(b)

(9]

Basis of preparation of the financial statements

(continued)

The estimates and underlying assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the
revision affects only that period, or in the period of the revision
and future periods if the revision affects both current and

future periods.

There are no critical accounting judgements involved in the
application of the Fund’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.

Fixed assets

The fixed assets appropriated to the Fund on 1 June 1995 were
measured initially at deemed cost equal to the value contained
in the Resolution of the Legislative Council passed on 10 May
1995. Fixed assets acquired since 1 June 1995 are capitalised
at the actual costs of acquisition or installation.

(i) Property, plant and equipment

The following items of property, plant and equipment
are stated at cost less accumulated depreciation and any

impairment losses (note 2(d)):
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Notes to the Financial Statements

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

2. Significant accounting policies (continued)
(c) Fixed assets (continued)
(i) Property, plant and equipment (continued)

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

- plant and equipment, including telecommunications
and broadcasting equipment, computer systems,
furniture, fixtures and motor vehicles.

Depreciation is calculated to write off the cost of items
of property, plant and 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

under a finance lease of lease

- Buildings situated on over the shorter of the
leasehold land unexpired term of lease

and their useful lives

- Equipment 51to 12 years
- Computer systems 5 years

- Furniture and fixtures 5 years

- Motor vehicles 5 years

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.
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Notes to the Financial Statements

(Amount expressed in thousands of Hong Kong dollars, unless otherwise

stated.)

2. Significant accounting policies (continued)

(9]

(d)

Fixed assets (continued)

(i) 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 Fund
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(d)).

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 to 12

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 an asset is the greater of its fair

value less costs to sell and value in use.
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Notes to the Financial Statements

(Amount expressed in thousands of Hong Kong dollars, unless otherwise

stated.)

2. Significant accounting policies (continued)

(e)

Financial assets and financial liabilities

(i)

(if)

Initial recognition

The Fund 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, 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.

The Fund recognises financial assets and financial
liabilities on the date it becomes a party to the

contractual provisions of the instrument.

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 Fund 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.

Chapter 8 Financial Results

TRADING FUND REPORT 2014/15

64



65

BASEHEERRAE

R ES

201415 FEERSRES

Financial Statements

B 75 3R R M 5E

(FR15BYEERS) - BB £ BRtg LU BB T TR )

2. EEGRIBER(E)

(e)

cREEREMBEAE)

(i)

DREAHE)

ERNEWRTR ()

B EWIR KR A B
MR R B E A ARER
BEEE(E IR
2(e)(iv) ) °

BERMNKERFTESHEE
NEMEERBENAE
DAk o R B HmER A S
WA T3 0% - BERA
REEAR S T AR
BRI A ZE AR AE
B )ANTAFEEWANX
H fTIRRZEREENE
BB ERIRE R ERTE AR
BRRE - 2 EESHNEE
BRRIxE gEEEM TR
T B S MNERR LGRS
mE BAREEARNEE
BiE - AR EBRAER
A ZKAFBIRI ATR W B 202
FFENEITNER X5
BOA R FTE AR E T -

HitemaE

HittemaFmRABRAZX
IERBE R AETR -

FNE BHERR

Notes to the Financial Statements

(Amount expressed in thousands of Hong Kong dollars, unless otherwise

stated.)

2. Significant accounting policies (continued)

(e)

Financial assets and financial liabilities (continued)

(ii)

Categorisation (continued)

Loans and receivables (continued)

Loans and receivables are carried at amortised cost using
the effective interest method less impairment losses, if
any (note 2(e)(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, a shorter
period to the net carrying amount of the financial asset
or financial liability. When calculating the effective
interest rate, the Fund 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.

Other financial liabilities

Other financial liabilities are carried at amortised cost

using the effective interest method.
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2. EEGRIBER(E)

(e)

cRHEEREMBMAE)

(iif)

(iv)

LB R

ENCRHEEWNERESRE
WENENERE  XEX
MEEERBEERNMEE
Rk M [0l 3k B A% R B
ZERMEBEGWAEHERER

EANERNEB R
BUHSKEI IS - AR
B EEIHRERD o

TRVEERRE

SR BRI REER
BE®RESHMERBETT
it LIEEASHEREN
BEEER - WEEEHE
B BEBESREEEN
e [ {5 2[R 2R B R R R A A
RANFEEBFHREAS
MENRECHANER &
PHEBHEZNER - BRE
BIRNERNBRERL -
EHLRBEBEERRE
EMEFRERE RE2EY
#HRAFHED -

Notes to the Financial Statements

(Amount expressed in thousands of Hong Kong dollars, unless otherwise

stated.)

2. Significant accounting policies (continued)

(e)

Financial assets and financial liabilities (continued)

(iif)

(iv)

Derecognition

A financial asset is derecognised when the contractual
rights to receive the cash flows from the financial
asset expire, or where the financial asset together with
substantially all the risks and rewards of ownership have
been transferred.

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

when it expires.

Impairment of financial assets

The carrying amounts of loans and receivables 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.
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(iii)

FrBEEHRREBRAAER
KA RE & B R BLE R T
Hegw FHLUESE B AR
EREHAEE TR -

FNE BHERR

Notes to the Financial Statements

(Amount expressed in thousands of Hong Kong dollars, unless otherwise

stated.)

2. Significant accounting policies (continued)

(f)  Notional profits tax

(i)

(ii)

(iii)

The Fund has no tax liability under the Inland Revenue
Ordinance (Cap.112). However, the Government
requires the Fund to pay to the General Revenue an
amount in lieu of profits tax (i.e. notional profits tax)
calculated on the basis of the provisions of the Inland
Revenue Ordinance. Notional profits tax expense for the
year comprises current tax and movements in deferred

tax assets and liabilities.

Current tax is the expected tax payable on the taxable
income for the year, using tax rates enacted or
substantively enacted at the end of the reporting period,
and any adjustment to tax payable in respect of previous

years.

Deferred tax assets and liabilities arise 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 arise from unused tax
losses and unused tax credits.

All deferred tax liabilities, and all deferred tax assets to
the extent that it is probable that future taxable profits
will be available against which the assets can be utilised,
are recognised.
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ER SRR AR °

Notes to the Financial Statements

(Amount expressed in thousands of Hong Kong dollars, unless otherwise

stated.)

2. Significant accounting policies (continued)

(f)  Notional profits tax (continued)

(iii)

The amount of deferred tax recognised is 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 are not discounted.

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

(g) Revenue recognition

)

(ii)

Licence fees received are credited to deferred income
and amortised to profit and loss over the validity
period of the licences. Service income is recognised
when services have been provided. Interest income
is recognised as it accrues using the effective interest
method.

Realised gains or losses on financial instruments are
recognised in the statement of comprehensive income
when the financial instruments are derecognised.
Changes in fair value of trading financial instruments
are recognised as revaluation gains or losses in the
statement of comprehensive income in the period in

which they arise.
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2. EEGRIBER(E)

(9

(h)
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Notes to the Financial Statements

(Amount expressed in thousands of Hong Kong dollars, unless otherwise

stated.)

2. Significant accounting policies (continued)

(9)

(h)

0

Revenue recognition (continued)

(iii)

Other income is recognised on an accrual basis.

Employee benefits

The employees of the Fund 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, 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
the Mandatory Provident Fund (MPF) Scheme are charged to

the statement of comprehensive income as incurred.

Related parties

The Fund is a separate accounting entity within the
Government established under the Trading Funds Ordinance.
During the year, the Fund has entered into transactions with
various related parties, including government bureaux and
departments, trading funds and financially autonomous bodies
controlled or significantly influenced by the Government, in

the ordinary course of its business.
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2. EEGRIBER(E)
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(k)
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Notes to the Financial Statements

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

2. Significant accounting policies (continued)
(j). Foreign currency translation

Foreign currency transactions during the year are translated
into Hong Kong dollars using the spot exchange rates at the
transaction dates. Monetary assets and liabilities denominated
in currencies other than Hong Kong dollars are translated into
Hong Kong dollars using the closing exchange rate at the
end of the reporting period. All foreign currency translation
differences are recognised in the statement of comprehensive

income.

(k) Cash and cash equivalents

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 there is a legal or constructive obligation arising
as a result of a past event, 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.
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Notes to the Financial Statements

(Amount expressed in thousands of Hong Kong dollars, unless otherwise

stated.)

2. Significant accounting policies (continued)

)

(m)

Provisions and contingent liabilities (continued)

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.

Impact of new and revised HKFRSs

The HKICPA has issued certain new and revised HKFRSs
that are first effective or available for early adoption for the
current accounting period. There have been no changes to the
accounting policies applied in these financial statements for

the years presented as a result of these developments.

The Fund has not applied any new HKFRSs that are not yet

effective for the current accounting period (note 23).
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(Amount expressed in thousands of Hong Kong dollars, unless otherwise
stated.)

3. ExE 3. Turnover
2015 2014
B RE Telecommunications licence fees
HREE — 5B Licences — Private 40,961 40,026
hREE — /ATt Licences — Public 327,907 323,328
EREERE Broadcasting licence fees 47,105 46,291
METE A TIRAARTE(FHEE 21(a)) Services provided to related
parties (note 21(a)) 25,010 23,288
HIEWA Miscellaneous revenue 567 402
441,550 433,335
4. EERRA 4. Operating costs
2015 2014
ETRA Staff costs 315,068 289,340
AT T A Accommodation costs 18,421 17,725
EERX Operating expenses 28,725 26,692
TR Administrative expenses 19,447 26,270
BERE Consultancy fees 2,790 4,924
M~ B LEEMITE Depreciation of property, plant
and equipment 12,348 12,275
& Amortisation of intangible assets 825 617
FHEH Audit fees 495 470
398,119 378,313
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Notes to the Financial Statements

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

5. HthligA 5. Other income
2015 2014
LA ETIIRN SRS E Interest income from financial
RYF BUA assets not at fair value
INEESHER Placement with the
Exchange Fund 32,972 35,840
WITHENR Bank deposits 4,218 4,205
IRITHERR Bank balances 2 1
37,192 40,046
FEIRUA Sundry income 5,832 66
43,024 40,112

6. BEFIEM

@ MEMEMWHERANRIZAENEHR
-

6. Notional profits tax

(@ The notional profits tax charged to the statement of

comprehensive income is arrived at as follows:

2015 2014

RERRFR

REERFAN GBI

BRI EENELE MEM

BEFER

Current tax

Provision for notional
profits tax for the year 14,689 15,695

Deferred tax
Origination and reversal of

temporary differences (416) 22
Notional profits tax 14,273 15,717

FNE BHERR
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6. BRFEM(E)

(b) BIEXZHE SR ZERRES
BRIHIRANT

Notes to the Financial Statements

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

6. Notional profits tax (continued)

(b) The reconciliation between tax expense and accounting profit at

applicable tax rate is as follows:

2015 2014

ZENEHAIEAR

BEBFEHZE16.5%
(20144F  16.5% )zTEmELIE

— B ERFIE

AAHIBRAZ IR E

FFERBMARTIRT &

BERIAZ M

Profit before notional profits tax 86,455 95,134

Tax at Hong Kong profits tax

rate of 16.5% (2014: 16.5%) 14,265 15,697
One-off tax reduction (20) (10)
Tax effect of non-deductible

expenses 726 726
Tax effect of non-taxable

revenue (698) (696)
Notional tax expense 14,273 15,717

7. BEIEEELDERE

EEEELFREELE2E KR ( AEE
FEWN ~ RIMNEE ST RV EMA
BN AEFEHAFNEZE ) BRUE
ETEEVIFEMENEIE - BEE
EOEYZE - RENAEM  LIRERE
E- Y RAAREE  HHSEE:
AERNEFEEEEBRORER
6.7% (20144 1 6.7% ) °

7. Rate of return on fixed assets

The rate of return on fixed assets is calculated as total comprehensive
income (excluding interest income, notional profits tax on interest
income from placement with the Exchange Fund 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 Fund is expected to meet a target rate of
return on fixed assets of 6.7% per year (2014: 6.7 %) as determined

by the Financial Secretary.
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8. Y% - Rimk23M 8. Property, plant and equipment
TR B FER
EE i EX kB B fazm
Land Equipment Computer  Furniture Motor Total
and systems and vehicles
buildings fixtures

A Cost
R2013F481H At 1 April 2013 220,243 51,375 38,677 49,650 5,239 365,184
NE Additions - 2,145 2,812 2,588 - 7,545
e/ Disposals - - (1,254) (5,449) (318) (7,021)
R2014E38318  At31March 2014 20243 53520 40235 46,789 4921 365708
R2014FE481H At 1 April 2014 220,243 53,520 40,235 46,789 4,921 365,708
NE Additions - 439 2,323 - - 2,762
HE /8 Disposals - (25) (1,625) (74) - (1,724)
R2015E3H31H At 31 March 2015 220,243 53,934 40,933 46,715 4,921 366,746
REAE Accumulated depreciation
R2013F481H At 1 April 2013 74,524 48,175 33,642 32,689 2,427 191,457
FRE Charge for the year 4,849 1318 1,562 3,902 644 12,275
HE/FEEE Written back on disposal - - (1,254) (5,449) (318) (7,021)
R2014E38318  At31March 2014 79373 49493 33950 31,142 2753 196,711
MR2014%E4A18 At 1 April 2014 79,373 49,493 33,950 31,142 2,753 196,711
FANE Charge for the year 4,849 882 1,833 4,094 690 12,348
HE /o Written back on disposal - (22) (1,620) (72) - (1,714)
R2015F3H31H At 31 March 2015 84,222 50,353 34,163 35,164 3,443 207,345
IREFE Net book value
R2015%3831H At 31 March 2015 136,021 3,581 6,770 11,551 1,478 159,401
R2014F3A831H At 31 March 2014 140,870 4,027 6,285 15,647 2,168 168,997

75 FEN\E BIFEIKR
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9. BIFEE

Intangible assets

Notes to the Financial Statements

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

ERBHRERREREER

Computer software licences and

system development costs
2015 2014

%N

4

NE
HE 8
FHE
Rt

4
FBEE

HE& /8O3

FH8

IRELFE
FH

Cost

At beginning of year

Additions
Disposals

At end of year

Accumulated amortisation
At beginning of year

Charge for the year

Written back on disposal

At end of year

Net book value
At end of year

11,311 10,016
861 1,295
(141) -
12,031 11,311
8,317 7,700
825 617
(141) -
9,001 8,317
3,030 2,994
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HEESTFARIERH8E2965.18%
JT(20144F : 8E82. 18T ) HMA7
BETTAREER  1/52,965.18ETT
(20144 - 12821 BB L ) ARSI
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NEMNEHFEREER - H=FH5
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FREFE36% -

MEIEFR K
ERERR RN RABEIER R QS

BT R BT B o R
REBSTINT :

Notes to the Financial Statements

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

10. Placement with the Exchange Fund

11.

The balance of the placement with the Exchange Fund amounted
to HK$829,651,000 (2014: HK$800,821,000), being the
original placement of HK$700,000,000 plus interest paid of
HK$129,651,000 (2014: HK$100,821,000) but not yet withdrawn
at the end of the reporting period. The term of the placement is
six years from the date of placement, during which the amount of
original placement 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 Exchange Fund Notes for the
previous year subject to a minimum of zero percent, whichever is the
higher. The interest rate has been fixed at 5.5% per annum for the
year 2015 and at 3.6% per annum for the year 2014.

Deferred tax

Deferred tax recognised in the statement of financial position arises
from depreciation allowances in excess of the related depreciation

and amortisation. The movements during the year are as follows:

2015 2014

FHHERR
RE2EM RN (R ), kR

FHEEER

Balance at beginning of year 1,773 1,751
(Credited) / charged to statement of

comprehensive income (416) 22
Balance at end of year 1,357 1,773

FNE BHERR
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Notes to the Financial Statements

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

12. Provision for employee benefits
This represents the estimated liability for employees’ annual leave
and obligations on contract-end gratuities payable to contract staff

for services rendered up to end of the reporting period (also see note
2(h)).

13. Deferred income

This represents the balance of licence fee income to be amortised
over the remaining validity period of the licences.

14. Trading fund capital

This represents the Government’s investment in the Fund.

15. Development reserve

This is a reserve serving as a regulating mechanism to meet the target

return.

2015 2014

TR RFHHEER Balance at beginning and

end of year 690,165 690,165

16. {RE®EFI 16. Retained earnings
2015 2014
FEER Balance at beginning of year = -

FEEDAKS Total comprehensive income
for the year 72,182 79,417
BRES Proposed dividend (72,182) (79,417)
FHREER Balance at end of year - -
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17. B2 17. Proposed dividend

FBUNT RS R REBFER2Em WS
ERUKEBREBRBRZENSF
EEEEREIHN100% BRIKEX
(20144 : 100% MEH -

The proposed dividend to the Government is based on the total
comprehensive income for the year and the target dividend payout
ratio of 100% (2014: 100%) stated in the annual business plan
approved by the Secretary for Financial Services and the Treasury.

2015 2014

FEER Balance at beginning of year 79,417 92,909

EAIRE Dividend paid (79,417) (92,909)

BRERE Dividend proposed 72,182 79,417

FRAERR Balance at end of year 72,182 79,417
18. RERERIRE 18. Cash and cash equivalents

2015 2014

BE MIRITHERR
RITHER

B RBRRA=EA LN

Cash and bank balances 9,137 6,975
Bank deposits 287,000 321,100

296,137 328,075

Less: Bank deposits with original

RITE maturity beyond three
months (279,800)  (249,600)
REeMERTRE Cash and cash equivalents 16,337 78,475
19. BEFIRIE 19. Capital commitments

M2015E3 831 H @ EEESHRBHE
FERERPIER EBREARENT ¢

At 31 March 2015, the Fund had capital commitments, so far as not
provided for in the financial statements, as stated below:

2015 2014

BN
EEREERAEN

Contracted for 101 343
Authorised but not contracted for 1,435 1,031
1,536 1,374

FNE BHERR
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Notes to the Financial Statements

(Amount expressed in thousands of Hong Kong dollars, unless otherwise
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20. Other commitments

To help resolve billing disputes in deadlock between
telecommunications service providers and their customers outside
the judicial system, a voluntary Customer Complaint Settlement
Scheme (the scheme) was set up in November 2012 for a trial period
of two years by the Communications Association of Hong Kong, the
industry association. By a Memorandum of Understanding (MoU)
signed on 9 October 2012, the Fund contributed the set-up costs
and the operating costs to the scheme from 1 November 2012 to 31
October 2014. Following the trial period, having regard to the need
to conduct a review of the scheme before deciding its way forward,
an Addendum to the MoU was signed on 15 September 2014 under
which the Fund would provide funding for the continued operation
of the scheme.

During the year, the Fund had contributed HK$1,401,000 (2014:
HK$1,265,000) to the scheme. The outstanding non-recurrent
commitment of the Fund to contribute to the scheme as at 31 March
2015 was HK$125,940 (2014: HK$1,981,000).

OFCA supported the long term implementation of the scheme
from 1 May 2015 following its review with the telecommunications
industry on the effectiveness of the scheme. By a new MoU signed
on 30 April 2015, the Fund will provide recurrent funding for the
long term operation of the scheme in the amount not exceeding
HK$2,000,000 per annum.
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21. Related party transactions

Apart from those separately disclosed in the financial statements, the
other material related party transactions for the year are summarised

as follows:

(@) fees income for services provided to related parties included
advisory and project services amounting to HK$11,436,000
(2014: HK$10,013,000) and frequency assignment and
protection services amounting to HK$13,574,000 (2014
HK$13,275,000);

(b) expenses for services received from related parties included
accommodation, repairs and maintenance, legal advice,
central administration and auditing. In total, the Fund incurred
HK$20,304,000 on these services (2014: HK$20,219,000);
and

(c) fixed assets acquired from related parties included furniture
and fixtures. During the year, no fixed assets were acquired
from related parties. (2014: HK$1,333,000).

Services provided by or to related parties were charged at the rates
payable by the general public where such services were also available
to members of the public, or on a full cost recovery basis where such
services were only available to related parties. Fixed assets supplied

by related parties were charged at full cost.

Balances with related parties as at 31 March 2015 are set out in the

statement of financial position.
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22. Financial risk management
(a) Investment policy

To provide an ancillary source of income, surplus cash is
invested in a portfolio of financial instruments. The portfolio
includes fixed deposits and placement with the Exchange
Fund. It is the Fund’s policy that all investments in financial

instruments should be principal-protected.

(b) 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 Fund does not have significant exposure to currency risk as
substantially all of its financial instruments are denominated in
Hong Kong dollars.

(c) 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 Fund’s credit risk is primarily attributable to bank deposits,

bank balances and placement with the Exchange Fund.

To minimise credit risks, all bank balances and fixed deposits
are placed with licensed banks in Hong Kong.
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22. Financial risk management (continued)

(9]

(d)

(e)

Credit risk (continued)

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

The maximum exposure to credit risk of the financial assets of
the Fund 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 Fund manages liquidity risk by forecasting the amount
of cash required and monitoring the working capital of the
Fund to ensure that all liabilities due and known funding
requirements could be met. As the Fund has a strong liquidity

position, it has a very low level of liquidity risk.

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.
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22. Financial risk management (continued)
(e) Interest rate risk (continued)

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 Fund’s bank deposits 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 Fund’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 Fund’s exposure to cash flow
interest rate risk is small as it has no major floating-rate

investments.

(f)  Other financial risk

The Fund is exposed to financial risk arising from changes in
the interest rate on the placement with the Exchange Fund
which is determined every January (note 10). It was estimated
that, as at 31 March 2015, a 50 basis point (2014: 50 basis
point) increase/ decrease in the interest rates for 2014 and
2015, with all other variables held constant, would increase/
decrease the profit for the year and reserves by HK$3,464,000
(2014: HK$3,343,000).
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22. Financial risk management (continued)
(g) Fair values

The fair values of financial instruments quoted in active
markets are based on their quoted prices at the end of the
reporting period. In the absence of such quoted market prices,
fair values are estimated using present value or other valuation
technigues, using inputs based on market conditions existing
at the end of the reporting period.

All financial instruments are stated in the statement of financial
position at amounts equal to or not materially different from

their fair values.
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23. Possible impact of amendments, new
standards and interpretations issued but
not yet effective for the year ended 31
March 2015

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 2015 and
which have not been early adopted in these financial statements.

These include the following which may be relevant to the Fund:

HREUT BEREL 2 RIS R T EAR AR

Effective for accounting periods

EEVBREEREIR SMIH

BEUBHREEAE 15K RKERFA
Pl NI

beginning on or after

HKFRS 9, Financial Instruments 2018 1H1H
1 January 2018

HKFRS 15, Revenue from contracts 201818 1H
with customers 1 January 2018

LEASIERZFER]  MEANERE
EERRAYEENSEENTEET
Hh - EERRIAL > EEESFHMN
R NZ S ER] » TR LREAR
RAEEHEBEESHEFRR N
AR ERTE

The Fund is in the process of making an assessment of what the
impact of these amendments, new standards and interpretations
is expected to be in the period of initial adoption. So far it has
concluded that the adoption of them is unlikely to have a significant

impact on the Fund’s financial statements.
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