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profit before tax fell to HK$76.6 million from HK$86.5 million in
2014/15. The rate of return on average net fixed assets (ANFA)
decreased to 16.3% from 24.2% a year before. This was primarily
the result of increased operating expenditure, partly offset by a
decrease in ANFA.

. The total revenue at HK$501.1 million was higher than the amount

of HK$484.6 million last year due to higher revenue from licence fees
and increased interest income from the placement with the Exchange
Fund.

. On the expenditure side, the total expenditure rose by 6.6% to

HK$424.5 million in 2015/16 mainly due to an increase in staff costs
and consultancy fees, as well as provision of impairment loss on debt
items.

. Looking ahead, we are optimistic that the communications sector in

Hong Kong will remain vibrant and dynamic. With 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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BIHBHE : Highlights of the financial performance:
2015/16 2014/15
B8ET BEBT
HK$'m HKS$'m
WA Revenue 501.1 4846
= H Expenditure 424.5 398.1
BRI & A Pre-tax profit 76.6 86.5
BEKRE Proposed dividend 63.8 72.2
B E & E T3 ERHR Return on ANFA 16.3% 24.2%
XA Revenue

H#ABE Licence fees
85.9% (85.8%)

FR¥EE Service charges
5.0% (5.2%)

FIBUA Interest income
8.9% (7.7%)

I A Miscellaneous revenue
0.2% (1.3%)

X it Expenditure

BT staff
78.4% (79.1%)

#3i& Operation
15.8% (16.9%)

ITE K4 Depreciation & amortisation
FEURIRFUR{ER58 Impairment loss on debtors 3.2% (3.3%)
1.2% (0.0%)

B8R Consultancy
1.4% (0.7%)
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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
49 to 78, which comprise the statement of financial position as at 31
March 2016, 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 2016, 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.

\\

.. \ _ \\AJ AT
oY f/

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

Audit Commission
26th Floor, Immigration Tower

7 Gloucester Road, Wanchai, Hong Kong

30 August 2016
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HiF5ERE Financial Statements
LS ES Statement of Comprehensive Income
HE2016F3A31HLEE for the year ended 31 March 2016
(LUBHEF Tl ) (Expressed in thousands of Hong Kong dollars)
ﬂiii 2016 2015
Turnover 3 455,685 441,550
BIERA Operating costs 4 (424,468) (398,119)
EERF Profit from operations 31,217 43,431
HngA Other income 5 45,389 43,024
ZENERIIEN Profit before notional profits tax 76,606 86,455
BEMNER Notional profits tax 6 (12,842) (14,273)
FERF Profit for the year 63,764 72,182
Hith2mkas Other comprehensive income - -
FERZEUE Total comprehensive income for the year 63,764 72,182
ElE EEEHRE Rate of return on fixed assets 7 16.3% 24.2%

E53E78EMME AR HB®ERN—EB4 o The notes on pages 53 to 78 form part of these financial statements.
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S ES Financial Statements
BIFEIR T Statement of Financial Position
72016%F3H31H as at 31 March 2016
(LUE#SF T 5I7) (Expressed in thousands of Hong Kong dollars)
Myt
Note 2016 2015
EREEE Non-current assets
M2~ BRIV Property, plant and equipment 8 153,323 159,401
| EE Intangible assets 9 3,478 3,030
INEEBFER Placement with the Exchange Fund 10 875,281 829,651
1,032,082 992,082
mENEE Current assets
FEUIRSR ~ IRE N TS FIE  Debtors, deposits and advance payments 1M 2,724 2,633
e B 2 A T IRFR Amounts due from related parties 21 - 330
FEWSMERE S TRAE Interest receivable from placement with the
Exchange Fund 7,181 11,251
HihEWR B Other interest receivable 515 469
RITER Bank deposits 234,500 287,000
e LIRITHER Cash and bank balances 9,819 9,137
254,739 310,820
mEBEE Current liabilities
FERMIRFN A FERT & A Creditors and accruals 25,869 21,157
EEBRBE Provision for employee benefits 13 7,110 6,431
FESTERZE A LIRFR Amounts due to related parties 21 26,985 25,870
(AN Deferred income 14 161,046 172,471
FERN B ZE=FBR Notional profits tax payable 7,291 10,012
228,301 235,941
RBBEESE Net current assets 26,438 74,879
BEERERDERE Total assets less current liabilities 1,058,520 1,066,961
ERBEE Non-current liabilities
RIER R Deferred tax 12 1,376 1,357
EEBRBIE Provision for employee benefits 13 90,815 90,857
92,191 92,214
FEE NET ASSETS 966,329 974,747
B ARG CAPITAL AND RESERVES
BEERESERXR Trading fund capital 15 212,400 212,400 N
BEGE Development reserve 16 690,165 690,165 _003;
RBEF Retained earnings 17 = - T
BERE Proposed dividend 18 63,764 72,182 0
966,329 974,747 -
2
ES3ZETSEMM T RANBHREN IS Th?notes on pages 53 to 78 form part of these financial statements. é_
Y7 o
'xf_’{,\ - {\ ——e g
A E LT “ Miss Eliza Lee o
BAELEERBAST General Manager,
SEREDRKE Office of the Communications Authority Trading Fund

2016488 30H 30 August 2016
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HATE#RER Financial Statements

EmEER Statement of Changes in Equity

HZE2016F3831HLEE for the year ended 31 March 2016

(LUE#SF T 5I7) (Expressed in thousands of Hong Kong dollars)

FHREER Balance at beginning of year 974,747 981,982
FEEDHEB R Total comprehensive income for the year 63,764 72,182
FREMKE Dividend paid during the year (72,182) (79,417)
FRREEER Balance at end of year 966,329 974,747

$53R78EMMEE AR KMREZAN—EBD o The notes on pages 53 to 78 form part of these financial statements.
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Financial Statements

BRIk

HRERER Statement of Cash Flows
HZE2016F3831HLEE for the year ended 31 March 2016
(LUEBETF TP ) (Expressed in thousands of Hong Kong dollars)
EEHBZRERE Cash flows from operating activities
EERA Profit from operations
FIEWA Sundry income
HE GHEWE  RER Loss on disposal of property, plant and
BMINEE equipment
M~ RIBRBIMITE Depreciation of property, plant and
equipment
B & EEE Amortisation of intangible assets

FEWIESR « & NTEMNFRIE  Increase in debtors, deposits and advance
=0 payments
FEW BE B A TIRFEA Decrease / (Increase) in amounts due from
(3Em) related parties
ﬁ%{?‘ﬂl}%%ﬂ?ﬁéﬁﬁﬁﬁ #10,  Increase / (Decrease) in creditors and accruals
A
FET BB A TIRFIE M,

Increase / (Decrease) in amounts due to

CRA) related parties
EIEUA CR A ) /3200 (Decrease) / Increase in deferred income
BB @R RGN Increase in provision for employee benefits
EN2ENER Notional profits tax paid
EEREMBREFH Net cash from operating activities
REEHZREERE Cash flows from investing activities
SMEE BB N Increase in placement with the Exchange

Fund

Decrease / (Increase) in bank deposits with
original maturity over three months

BEMZE - RERBMK Acquisition of property, plant and equipment
‘I EE and intangible assets

HEWE « BIBENBHMETE  Net proceeds from disposal of property, plant
EU AR and equipment

FEHRRA=EH LN
RITHEFOBD 7 (380)

EUF S Interest received

BEBEMRE (FIR) Net cash from / (used in) investing
HEF8E activities

MEREZRERE Cash flows from financing activities
EARE Dividend paid

MEEEFARE IR Net cash used in financing activities

HERZERIRESAEM Net increase / (decrease) in cash and

(R4 ) 38

cash equivalents

FYNREEERRE Cash and cash equivalents at beginning of
year
FRORERERIRE Cash and cash equivalents at end of year

TRADING FUND REPORT 2015/16

MisE

Norie 2016 2015

31,217 43,431

769 5,820

5 -

12,632 12,348

1,091 825
(77) (112)
330 (330)
3,300 (11,718)
1,760 (2,581)

(11,425) 9,476

637 5,800
(15,544) (15,584)

24,695 47,375
(45,631) (28,830)
51,900 (30,200)
(7,344) (4,785)

- 21

48,644 33,698
47,569 (30,096)
(72,182) (79,417)
(72,182) (79,417)
82 (62,138)

16,337 78,475

19 16,419 16,337

E53278EMME AR HEREAN—EBS ° The notes on pages 53 to 78 form part of these financial statements.
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BAfEERER Financial Statements

B 75 R R MIEE Notes to the Financial Statements
(BRUZBIZERES) - BT £ LUBISFTIZ - ) (Amount expressed in thousands of Hong Kong dollars, unless otherwise
stated.)

2
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MR (CBIEEEERKL) (5616
B) F256MBE  RRBEFHA
B TEAEESERMAT (AAM)
EEAES, (BEES) - BAFBEE
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BB BRIIRYETEHMRE - B BAIR
BABMBTEM - BAREEERMN
BT (ERHEBA) (F562F) ~ (E
% (HIERG) KE) (8391F)
(CBMEBEEERGH) - (BMKE
By (2£106%) B (FEAEFAE
BBIY (Z593F) - WIRENREMT
AMERBIEITE MBI - EEESFEN
ERFRAITHREBAT (BHT) MEBEK
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BFE -

E
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BUTRMHEEE A ~ REIMIERT

(d) BEBERMREMEREEE LEE
BUFAE

(e) BT CFEEABTAEMHEM) LU
&

() BMABANAELBEFRXZXRDAFEN
FIEMETAFHRSE

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 CAQ, 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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2. EEFEEER

(a)

(b)
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2. Significant accounting policies

(a)

(b)

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.

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.

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

future periods.
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Notes to the Financial Statements
(Amount expressed in thousands of Hong Kong dollars, unless otherwise

stated.)
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2. Significant accounting policies (continued)

(b) Basis of preparation of the financial statements

(9]

(continued)

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)):

- 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:
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2. EEREECER ()

BE&EE (#)

(9

(i)

(i)

W~ RN (1)

- WIARME  RBIFER
RS  FHFE
- URHEEL  RRESEE
9 E FHARAIE

REHRmE
RS E
TE

- RE 5E124F

- BERKE 54
- REARKE  S5F
- B 54

HE FEEWE - RBREM
FTEANBER R ERMSF
HMEEERMECETRE
T ARHE EHERES
T a8 3% A HERR.

BIEE

B, EEBRBANBERMG
BREEERMMCNBHRAE
HABKAE - WBERMAE
NAERMEAT  MEEES
BRBEBRMEECHKRAET
£ BENFEREASRES
£ - EXMLERBRERTE
RYKRER - B EELRKA
BEINRR R EMRERS
Bk (faE2(d)) -

2. Significant accounting policies (continued)

(c) Fixed assets (continued)

(i)

(i)

Property, plant and equipment (continued)
- 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 5to 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.

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)).
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BAfEERER Financial Statements

B 75 R R MIEE Notes to the Financial Statements
(BR45RIGERES) - BRE £ LB FIT([LF > )  (Amount expressed in thousands of Hong Kong dollars, unless otherwise
stated.)
2. XESEEEE (F) 2. Significant accounting policies (continued)
(0 BEEEE (#&) (c) Fixed assets (continued)
(iy BLEE (/) (i) Intangible assets (continued)
M EENBEIRSFR124F Amortisation of intangible assets is charged to the
NEEMTAIERERLUER statement of comprehensive income on a straight-line
EIIAZ MK basis over the assets' estimated useful lives of 5 to 12
years.
(d) BEEEERRE (d) Impairment of fixed assets
BEEEE (BEYE  RiBNFIM The carrying amounts of fixed assets, including property,
MEFEE) WIRAEESERS plant and equipment and intangible assets, are reviewed at
AR ERHE - IREB S LI the end of each reporting period to identify any indication of
BEIFR - impairment.
MERBEDR  85&EENKRE If any such indication exists, an impairment loss is recognised
EBEeR Ak C&2E - BIEEREE in the statement of comprehensive income whenever the
BESEIENAERAER - EE carrying amount of an asset exceeds its recoverable amount.
B AT [ B8R ms EL A BB HE & K The recoverable amount of an asset is the greater of its fair
KEFREMETNRSE - value less costs to sell and value in use.
(e) RIBEEHSMAME (e) Financial assets and financial liabilities
(i) FDIRTER (i) Initial recognition
SEASREVNEEESNS The Fund classifies its financial assets and financial
HaeERMmAZEsEEN liabilities into different categories at inception, depending
B EDIRERKERIK on the purpose for which the assets were acquired or
;o LEEMEREsE - the liabilities were incurred. The categories are loans and

receivables, and other financial liabilities.
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Notes to the Financial Statements
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2. XEEEIBER (/)

(e) EREEREMEME (/)

(i)
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RBHA °

LEESHERABEEESMTIA
NENER—TTZ ARBHEE
TREENERAE -
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SRR
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D E I8 @ BEERD
BRBERE BEEESHET
FREERZMBNIFITEER
EE - HWEIREB BEEKIK
R RSB E A LIRSR ~ FEUK
MEINERESHER  RITHE
P RMERIRITHEER ©

B R FE Wk SRR A B BR R
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BiE (ma) sk (KizE2(e)
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2. Significant accounting policies (continued)

(e) Financial assets and financial liabilities (continued)

(i)

Initial recognition (continued)

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.

Loans and receivables are carried at amortised cost using
the effective interest method less impairment losses, if any
(note 2(e)(iv)).
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2. XEEEIBER (/)

(e) EREEREMEME (/)

(i)

(iii)

2 (18)
SRR BRI (1)

BERANX LR ESHEEN
TR EENBHEKARE LUK
B EEREMRENN S U
XHIITTE - BERANERZRET
HEMITAERTEREMAE
(EANBEHE ) ANTE
FHRGWA RS - BB
THEENSRMEENREF
EFFEMNIERE - 2EES
A EHERAER @282
B T AMATE G RSEMERT
RBEng  EAEEARNGE
EEE - AR EERREER
AR RI AT B BT
TENBHINER XZEAE
KA HAbREITE -

Hitemas

Hits b & ERAERFRE
ZEERAETIR

sHEE R

ENEREENNREREN
BRENERE NESHE
EERERENAE EZAR
ROREREER > ZEME
EEWTHESR -

EANERNEBREER - I
HEEIHE > ZEMEEER
AHEHHERR

2. Significant accounting policies (continued)

(e) Financial assets and financial liabilities (continued)

(i)

(iii)

Categorisation (continued)
Loans and receivables (continued)

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.

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.
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2. XEEEIBER (/)

(e) EREEREMEME (/)

(iv) EREENRE

SRR EWIRRAIREER
B &P HER B ETEE - 20
ERBERETREERE &
SHABBERSR - BIESE
EEMRMERZEERRE
BAM KRS N E TR R
BRASHENREHNERE
FTE - ERERESEER
WEER - WAEHIEIRS KB -
AR E R B E R A HIRE R
2 MES SR ERIERER
BRBEMEMHHERE > AERR
NEHEE - BEEEESRBR
BEBERESWREDEE  §F
SRS WL -

() BEFMEHR

(i)

(ii)

RE\E (BHEHEED) (58112
) ZEESVENBE
T BEAEREEESER
B — R A A — IR
DRBENER (REMNEF
B) o ZEIERRE (RBHK
By MRERME - AFEEA
FNER BB AR
ELERAEERBBNES -

R R R A EH ERBUL
AR ERERBEERHE
R EBERBBR KT ER TR
B LEEUEFERE
IBRRAETRZEE -

2. Significant accounting policies (continued)

(e) Financial assets and financial liabilities (continued)

(iv) Impairment of financial assets

The carrying amounts of loans and receivables are
reviewed at the end of each reporting period. An
impairment loss is recognised when there is objective
evidence that an asset is impaired. The amount of the
loss is measured 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. Any impairment loss is recognised in profit
or loss and reflected in an allowance account. 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 profit or
loss. When the Fund considers that there are no realistic
prospects of recovery of the asset, the relevant amounts
are written off.

(f) Notional profits tax

(i)

(i)

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.
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2. XEEEIBER (/)

(f) =&EFEH (&)

(i) EERAEERGEIHEA

IRLERRNEREEEE
£ HBRMERRREENS
EAVIREE S E A B E R
EZE - BERAKEETAAR
ERRBBERRBEIEERM
EL -

FTBELEHR R EERPTARRK
AR RERM AN MEHRE
WA LUE SRR B & R RIE IR
REE  HTHER -

BELERFNEDBEEIREE
EREENREENAHER
B ERI  LEREMERA
EERMNER ECEBIBRE
FHH - BERREENERD
NMERIRETE -

BB REENREER S8
HEMERBETR W5
B A BEN S 4 FE AR A A R
DERZERBENG - QAR
EIREMEARR BRI - BB
BHEARHABERREN AL
HZR B O 5

(9) WAHERD

(i)

BB ETNELZWA » AAE
BRERP AR S P EE -
AR B WA RITEIR AR IB R
FERR » M BMA KA BERA X
ELAERT T TR

2. Significant accounting policies (continued)

(f) Notional profits tax (continued)

(iii) 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.

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

(i)

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.
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2. XEEEIBER (/)

(9)

(h)

0]

UIAFERR (#&)

(il EMTEMEBERBRTHE
R T B HRF 2 E
KAER - XpABNSHT
BRNRHEEZE  RELNH
BRI REGERED TGS
RFER

(iii) EAMUNIZIESH R -
&z

EEESHREESREABERAN
BB - FE  HmBN e L F R
X EREERUERRBNFER
DU BRI - BLAEE
5 EENSENFEXBEBHA
RHUTRENEARESLEERN
VHERERHEMBERENFEX
8 o

ARAZRRSHEARZEBENAKE
RESEERNTBIIRBNSE
MBS - BEMEER RS
MHAESFEINERERE RS K
PR

REAL

EEESRRE (BEEESKM)
BN BREBTE TN —EEL
DETEM - AERAEEERESHNHE
FERBPBERNRBEEALET
R EHBERSARRERBUTH
Fi- @EES  DILKFEBIFATES
ABTHEEEREEDNMHE
TS

2. Significant accounting policies (continued)

(9)

(h)

)

Revenue recognition (continued)

(i) 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.

(iiiy 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 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. EEGEEEEE (4£) 2. Significant accounting policies (continued)

() SrsirE (j) Foreign currency translation
FRIINERBEMNNRZERZH Foreign currency transactions during the year are translated
MIREEXRBREABIT o DUSTL into Hong Kong dollars using the spot exchange rates at the
SINEBRBEMNEBEERER transaction dates. Monetary assets and liabilities denominated
BLREPHERANKmERRE in currencies other than Hong Kong dollars are translated into
RABTT c FTANEMEZRIIES Hong Kong dollars using the closing exchange rate at the
MW SRR ATE end of the reporting period. All foreign currency translation

differences are recognised in the statement of comprehensive
income.

k) ReRFRRL (k) Cash and cash equivalents
ReRERBESBRERSMRTHE Cash and cash equivalents include cash and bank balances,
£ IRBERBA B EA and other short-term, highly liquid investments that are readily
KE - ZEREABERFERAEA convertible to known amounts of cash and subject to an
BIEMRE - BATSKNEEEZS insignificant risk of changes in value, having been within three
BBEAK @ WAERATEARIEE months of maturity when placed or acquired.
MEAEB=MEA -

() BEEREBERE (I) Provisions and contingent liabilities
AT E A N E AR LR Provisions are recognised for liabilities of uncertain timing or
EEE - MXARFENHLBR amount when there is a legal or constructive obligation arising
BLIBITZIEET » WA A St as a result of a past event, it is probable that an outflow of
{HEDS RS RERT - A ZIETEFE economic benefits will be required to settle the obligation and
e EEREENEERER a reliable estimate can be made. Where the time value of
NMERNSEEBER  AlgkE money is material, provisions are stated at the present value of
FTRITZEEEERIMNRESE the expenditure expected to settle the obligation.

HEERE -
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2. XEEEIBER (/)

)

(m)

BiaREARE (&)

AAEAREAURERANHEE
RE - A A RS
] ZEEEEUHBEENTN
KE - FRIFRNHREAEN TR
ME - ERREEERRESRE
ARAZREMHTERESSTHE
NAEE - TELUTEEENTY
IWEE - BRIFAN BN ERNA
BEMEMLE -

RS SET RO T B R 5 R

L

BRI AREEATETHT
AT 9B B R
NG R AR AR -

B PR A B T 5 T 2 SR Y
SHEA - BAREAERRALR
st -

EEES U RARMEMEARET
B ARAE N B B R S 2L
(K%L 23) -

2. Significant accounting policies (continued)

(I) 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.

(m) 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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3. EXE 3. Turnover
2016 2015
BERE Telecommunications licence fees
MR -5 Licences — Private 41,258 40,961
RRER — A%t Licences — Public 336,343 327,907
EREIE R E Broadcasting licence fees 52,624 47,105
MEAEATRERS (ME 21@)) Services provided to related parties
(note 21(a)) 25,127 25,010
FEIFUA Miscellaneous revenue 333 567
455,685 441,550
4. EEREF 4. Operating costs
BTEA Staff costs 332,974 315,068
NS () D N Accommodation costs 19,247 18,421
EFAX Operating expenses 29,064 28,725
TR Administrative expenses 18,023 19,447
EERE Consultancy fees 5,791 2,790
M ~ R RBVITE Depreciation of property, plant
and equipment 12,632 12,348
R E R Amortisation of intangible assets 1,091 825
PR SR E RS R Impairment loss on debtors 5,097 -
FHEH Audit fees 549 495

424,468 398,119
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5. HthilgA 5. Other income
FELUAFETIRMNSEE ERF BUA Interest income from financial assets
not at fair value
INEES TR Placement with the Exchange
Fund 41,561 32,972
RITHERK Bank deposits 3,058 4,218
RITHERR Bank balances 1 2
44,620 37,192
IR Sundry income 769 5,832
45,389 43,024
6. BEAEHK 6. Notional profits tax
() REEWHEFRATRINZENEBE (@) The notional profits tax charged to the statement of
mr comprehensive income is arrived at as follows:
RERFIFR Current tax
KEELZENERNEE Provision for notional profits
tax for the year 12,823 14,689
IRIEF TR Deferred tax
PR A AV EE A SOl Origination and reversal of
temporary differences 19 (416)
ZENER Notional profits tax 12,842 14,273
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6. BRFEH (&)

(b) FiIRZHEL&Fr & FIRE R B XA
SHHIRMOT ¢

ZENEHAIEA

HEBFEHRE16.5%
(20154F : 16.5% ) sHEWNHIE

—BRBHIA
NGIE VT RENAEEZ
SFERBRMARTIAR &

BERIAZ M

6. Notional profits tax (continued)

(b) The reconciliation between tax expense and accounting profit
at applicable tax rate is as follows:

2016 2015

Profit before notional profits
tax 76,606 86,455

Tax at Hong Kong profits tax

rate of 16.5% (2015: 16.5%) 12,640 14,265
One-off tax reduction (20) (20)
Tax effect of non-deductible

expenses 727 726
Tax effect of non-taxable

revenue (505) (698)
Notional tax expense 12,842 14,273

7. BEEERHE

BEEELRREXIUBZE MG (18
FER BN ~ BIMEESBERBIF B
ABBNBEFNEFRMNAEZE ) BRI
EEEEFIFEMENEDE - BEE
EEBEWME - KB NEM - LUER
LE HUBRASRETS  AHEER
SALIEIINEFEEEEEREHRE
56.7% (20158 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 (2015: 6.7%)
as determined by the Financial Secretary.
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8. % - Rimk2dtt 8. Property, plant and equipment
b 110,54 ZFER
BE 2R BRE ®E B fazg
Land and Equipment Computer  Furniture Motor Total
buildings systems and vehicles
fixtures
A Cost
R2014F481H At 1 April 2014 220,243 53,520 40,235 46,789 4,921 365,708
wNE Additions - 439 2,323 - - 2,762
HE G Disposals - 25 (1,625) (74) - (1,724)
2015434313 At 31 March 2015 220,243 53,934 40,933 46,715 4,921 366,746
1R20158F481H At 1 April 2015 220,243 53,934 40,933 46,715 4,921 366,746
NE Additions - 1,100 3,361 2,106 - 6,567
HE G Disposals - (245)  (1,629) (54) - (1,928)
F2016FE3H31H At 31 March 2016 220,243 54,789 42,665 48,767 4,921 371,385
REMIRE Accumulated depreciation
MR2014%481H At 1 April 2014 79,373 49,493 33,950 31,142 2,753 196,711
FRITE Charge for the year 4,849 882 1,833 4,094 690 12,348
e /sE8EE% Written back on disposal - 22)  (1,620) (72) - (1,714)
M201543831H At 31 March 2015 84,222 50,353 34,163 35,164 3,443 207,345
201548 1H At 1 April 2015 84,222 50,353 34,163 35,164 3,443 207,345
FRITE Charge for the year 4,849 894 2,152 4,138 599 12,632
e /sH88EB  Written back on disposal - (245)  (1,626) (44) - (1,915)
F2016%FE3H31H At 31 March 2016 89,071 51,002 34,689 39,258 4,042 218,062
IREFE Net book value -
F2016E3H831H At 31 March 2016 131,172 3,787 7,976 9,509 879 153,323 §
T
2015438310 At 31 March 2015 136,021 3,581 6,770 11,551 1,478 159,401 ®
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9.

Intangible assets

BRIRRE R R RER
Computer software licences and

system development costs

2016 2015
A Cost
T4 At beginning of year 12,031 11,311
NE Additions 1,545 861
HE e Disposals (26) (141)
R At end of year 13,550 12,031
RETHH Accumulated amortisation
F4) At beginning of year 9,001 8,317
FEREEH Charge for the year 1,091 825
HE /s Written back on disposal (20) (141)
Fig At end of year 10,072 9,001
IREFE Net book value
Fig At end of year 3,478 3,030

10. SMEEBEEFF

IERSERIEERASET,528. 188
Jt (20154F : 882,965 1&ET)
HP7EBTREBER  1187,528.1
BB (2015 F :14/2,965.18
#BIT) z%iﬁiﬁsﬁ%*ﬁﬁEIEME{H rﬁﬂ%%
BWF S - ZERRANE (BER

&5t) ’/H\QWKEJEEXEEZ?W\ °

NEESBEAANERSF1REENE
EREHE - ZEXAESREHESGS
ARFNTHEERERR  H=4F
HAMEREEEZ (H20165F1A1HE
REFHBNES) EL—EFEEN
FHEEWE  DRERPREERE
TRAE0% - 2016 FMNEE SR ASTE
3.3% ' 20155 REHF 5.5% °

10.

Placement with the Exchange Fund

The balance of the placement with the Exchange Fund amounted
to HK$875,281,000 (2015: HK$829,651,000),
original placement of HK$700,000,000 plus interest paid of
HK$175,281,000 (2015: HK$129,651,000) but not yet withdrawn
at the end of the reporting period. The term of the placement is

being the

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 (three-
year Government Bond with effect from 1 January 2016) for the
previous year subject to a minimum of zero percent, whichever is
the higher. The interest rate has been fixed at 3.3% per annum for
the year 2016 and at 5.5% per annum for the year 2015.
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11. FEWREX ~ IR R FRFTFRIA 11. Debtors, deposits and advance payments

2016 2015
FEUIIRTR Debtors 7,177 307
R EBEFEER Less: allowance for impairment loss (5,097) -
2,080 307
BERFANFIE Deposits and advance payments 644 2,326
2,724 2,633
FRBEBEFEIREET The movement in the allowance for impairment loss during the year
is as follows:

2016 2015
T4 At beginning of year - -
EERRESE Impairment loss recognised 5,097 -
FE At end of year 5,097 -
EEESH—REVHERYEMATAMK Impairment loss was recognised on an amount due from a company
R IERERBESE - in financial difficulties.
12. IEFEFR FX 12. Deferred tax
EMBAR N R ANERIELER KK E % Deferred tax recognised in the statement of financial position arises
NEBITENBENITERTEE - 4 from depreciation allowances in excess of the related depreciation
ANEBHZ2FNT : and amortisation. The movements during the year are as follows:
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2016 2015

FHEER Balance at beginning of year 1,357 1,773 =
Q

REmEWREEFRAINER " ([E158) Charged / (credited) to statement :
of comprehensive income 19 (416) o

FRAEER Balance at end of year 1,376 1,357 ?
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13. (R BB TR 13. Provision for employee benefits
RSt B G MR AP AR This represents the estimated liability for employees' annual leave
B TREREFERAESNEEN RSN and obligations on contract-end gratuities payable to contract staff
hEtaE (B RME2(Mh)) - for services rendered up to end of the reporting period (also see
note 2(h)).
14. EIEUTA 14. Deferred income
A R BB AR T B A ER S pY R R This represents the balance of licence fee income to be amortised
BUAFEER © over the remaining validity period of the licences.
15. B EEREXF 15. Trading fund capital
IABITHEERSHNIRE - This represents the Government's investment in the Fund.
16. HE B 16. Development reserve
I REE T BE A Z R B E R RAVA % This is a reserve serving as a regulating mechanism to meet the
il o target return.
FRFHIER Balance at beginning and end of
year 690,165 690,165
17. (RE&F 17. Retained earnings
FEAHEER Balance at beginning of year - -
FEREEmIE Total comprehensive income for
the year 63,764 72,182
BREE Proposed dividend (63,764) (72,182)
FHGERR Balance at end of year - -
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18. FEEIRE 18. Proposed dividend
AR EER S SRBFEE2ImK S The proposed dividend to the Government is based on the total
LR REZREBRBREZENSE comprehensive income for the year and the target dividend payout
EEEEESHM100% BIZIKREX ratio of 100% (2015: 100%) stated in the annual business plan
(20154 1 100% ) fEH - approved by the Secretary for Financial Services and the Treasury.
FRHERR Balance at beginning of year 72,182 79,417
ENKE Dividend paid (72,182) (79,417)
BRES Dividend proposed 63,764 72,182
FERAEER Balance at end of year 63,764 72,182
19. RERFRRAE 19. Cash and cash equivalents
R MIRITHERR Cash and bank balances 9,819 9,137
BITHEMR Bank deposits 234,500 287,000
244,319 296,137
B BB HRRA=EA L ENIRITHRER Less: Bank deposits with original
maturity beyond three months (227,900) (279,800)
REMFRRE Cash and cash equivalents 16,419 16,337
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20. BRRIEREhEE 20. Capital commitments and other commitments

R2016FE3H31H EERSHAREE
MR EBAIEHEBHEARAENT ¢

At 31 March 2016, the Fund had capital commitments, so far as
not provided for in the financial statements, as stated below:

2016 2015

EEREMNEHEN
DEERBEBHAREN

Authorised and contracted for 493 101
Authorised but not contracted for 60 1,435
553 1,536

R Y TERDEBIE LM BY A B SR AR 75
HEMBEERS cHRAERNTIRS
o BBBAEHE (—EXAHE)
R2012FF 1MBRBEBMEEN "
ARBEREZFTE L (5H8) - =BV
2015F4 B30T MRMESE &
EESHIREESFABIB2008BTH
KEBER - D8I RBEE - £
EEESCAFERH187.68B T
(20154 1 140.18%7T) °

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
by the Communications Association of Hong Kong, the industry
association. By a Memorandum of Understanding 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. During the year, the Fund had
contributed HK$1,876,000 to the scheme (2015: HK$1,401,000).
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21. BEATHIRS

21. Related party transactions

BREEMHEHREAS FRENZZ
HEBATERFEETHEMERER
DREWT -

(a) MBAEATRENREBERE
1,140.7&%7T (20154 : 1,143.6
BET) NWEAMEKERE W
WE - DIKHEE1,372.0887T
(20154 : 1,357.48%70) WE
IR AR ERFE

(b) EEBEATRENRESERAE
HMEREY  RENEES  EEE
BAAEEMEANIE - &8
ESpELRBFEHEZH2,290.08%
7t (20154F : 2,030.48#7T )
DS

(0 MBEALBESNEEEEBRER
BEREE  EHEEBES.IEE
It (20154 : i) o

FH A A IR SRR B A 1R AV AR
B MREAARER - BIRARE
XAIMSRBRWE - MZRFEIAEEA
TIRM - BIR2EEAWE - AEEA
THENETEEEZDMRANRE -

R2016F3 A3 1 HEBEEA TR ZNHE
HRESNEBRTRRA -

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$11,407,000
(2015: HK$11,436,000) and frequency assignment and
protection services amounting to HK$13,720,000 (2015:
HK$13,574,000);

(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$22,900,000 on these services (2015: HK$20,304,000); and

(c) fixed assets acquired from related parties included furniture
and fixtures. The total amount for these assets amounted to
HK$983,000 (2015: nil).

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 2016 are set out in the
statement of financial position.
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22. AR GETR

(a)

(b)

(@

BREHK

RIBHEIMNIAR » BEBHE
RENEMIANRKREES - RE
HEBREREFIMIIEESE
M BEESHRRTE  FBESHA
TENREERBRAKE -

B E

E¥ERESR TRNATFEIR
RIREI B G K S (B R E R
BRVER °

HREEESBARISH T ALY
LB EAEHEANE
TR -

EERR

EERREERIAN—SHEE
RARBEETEEMSIBS—HER
MFEREAR -

LERSNEERBRIEZTURANER
RER  SRITASR  SRATHESRAISMNER:
TR °

LEESRYERBRIRRNEE
[EBz - FEWIRSRIR B A AT UL E] P i
BRI EEFE  SEESSEDIR
AFEREDBEBIE °

REEREEERR - TERITHE
BN EREF I T RN B BAFE
SRAT -

22. Financial risk management

(a)

(b)

(9]

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.

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.

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 debtors, bank
deposits, bank balances and placement with the Exchange
Fund.

The credit risk of debtors is closely monitored by the Fund.
Recoverability of debt items are assessed on an individual
basis and impairment losses are recognised when considered
necessary.

To minimise credit risks, all bank balances and fixed deposits
are placed with licensed banks in Hong Kong.
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22. IFFESER (/&)

(@

(d)

(e)

EEmk (#&)

ERNEESER  HEBEERA
B R o

LEESNEREENERREER
RESFNAERSHEREZEEN
RIEE

MENE & E g

nBESRRERBERTRS
HMEeEHENEERBERNEN
2R

CEESEBREAMENRESINER
MENLEESHRBES  KE
BERBESRER > HEARRALUEMLRT
BHHEENEANMNESFER - B
REBEESHERARBNABES -
HRBESRRKFER -

) 2= [ gz

MEERRIER T ZAREB M| 2
BENER - AXERAE S5
RAFENREARLRERENK
R -

AFENXREREEEBRTIENA
FEE RSN RS MK ENRIE
- ARNEEESHNAARITHE
RREEMNRFENE  BHhiS
MEEFE  BLEERNATFER
ST - R > ARELEFRIIR
B AEIR > HBANRESL
AEFEARMEMNESHRN K
&1

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.

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.
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22. IFFESER (/&)

(e)

()

(9)

FRER ()

RERENXAREEESMIAN
KRB SRES RGN KEEMm
RENER - 2EESHMHAMNRS
MENERERR/) > AELEER
Y ERE -

E At BF 5 EL R

EEESRNEF 1 ABENIER
SHEREX (MF10) W&
FEHTHERRE - R20168E3831
H > 7£2015F12016F 8 B IE
S BAS0EEE (20154 : 5018
2E) MAMRZARZNERLT
T EERFIMEERIL IR
365.48% 7T (20154 © 346.48
HBIT) ©

AT

EERMEXZNER T ENAT
B RREERBEHERBHN
TEREEE - WRBZENS
WE - AILERESNEMMEESEZ
HEPHERBANTHRBERTEEA
FE -

eI AYDREANTERS
HMEERN KNSR BIRTERA
Bl o

22. Financial risk management (continued)

(e)

()

(9

Interest rate risk (continued)

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.

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 2016, a 50 basis point (2015: 50 basis
point) increase / decrease in the interest rates for 2015 and
2016, with all other variables held constant, would increase /
decrease the profit for the year and reserves by HK$3,654,000
(2015: HK$3,464,000).

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
techniques, 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.BEHmEMREE20165F 23. Possible impact of amendments, new

35310 ILEEERERE
B8]« $FHERIRERERRT T A2
7

BEAMBHRERZEL A E5S0
NEEBRMLIEEL] ~ FTEARDZE -
HABEREE2016FE38310LEFE
HARER - TR BRAEAMBHRET
WERMBNEET ~ FERIRZE - ERE
BT AR EEESHFRANEE

standards and interpretations issued
but not yet effective for the year ended
31 March 2016

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 2016 and which have not been early adopted in these
financial statements. These include the following which may be

relevant to the Fund:

FLUT BEAS 2 4 BRI & SRR A 3L
Effective for accounting periods

beginning on or after

RV HREEAES: TERMTA,

BEUBHREEAEIH "REREFA
I o

HKFRS 9, Financial Instruments 2018 1H1H
1 January 2018

HKFRS 15, Revenue from 2018%F181H
contracts with customers 1 January 2018

CEESERZSFEBT  MEALZE
EERERASEENEELENTEET
iHE - EEBRIRLE  SEESFHN
RN ZEER] ~ T LRER
RAURSHEBEESNYBERRENE

4,

|

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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