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1. WEAMPLEESMS © 2016 17FEL 1. 2016/17 was a challenging year for the OFCA Trading Fund. The

FEMPERI—F - BIBIARFIH2015,7164F profit before tax fell to HK$72.0 million from HK$76.6 million in
E7,6608 BT NEkE7,2008ETT © A 2015-16. However, with a decrease in average net fixed assets (ANFA),
B HREEEEFFERY  BEE the rate of return on ANFA increased to 22.3% from 16.3% a year
ETFERREH—FRIN16.3%IE 0 before.

£223% °

2. 2EMMIK AL II3EBIT » WELER 2. The total revenue at HK$491.3 million was lower than the amount of

5.01MEBTAK  RRRIMNEESER HK$501.1 million last year due to decreased interest income from the
FI BN B - TEBD B AR IE— placement with the Exchange Fund, partly offset by the recovery of
TRAT AU B F AR R B K o previous years’ licence fees in connection with a lawsuit.

3. EXHAmE 0 2016 N 7EEET EEA 3. On the expenditure side, the total expenditure dropped by 1.2% to

12%%E4.193E BT SRARMAEET HK$419.3 million in 2016/17 as a result of our continued efforts to
BRAEINNERT @ RER D6 4E contain operating costs amidst increase in staff costs.
BA e

4, RERRK  BPEABENESERMTE 4. Looking ahead, we are optimistic that the communications sector in

RN E 4L o B IRE R EMN TR Hong Kong will remain vibrant and dynamic. With a robust financial
M =R EXEER - EALE RE position and a dedicated and professional team in OFCA, we are well
Bk - placed to face the challenges in the coming year.

47  HNE BIERR



OFFICE OF THE COMMUNICATIONS AUTHORITY TRADING FUND REPORT 2016/17
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BIFS R : Highlights of the financial performance:
2016/17 2015/16
BEBET AEAET
HK$'m HKS$'m
WA Revenue 4913 501.1
S H Expenditure 419.3 4245
B & A Pre-tax profit 72.0 76.6
BERS Proposed dividend 59.8 63.8
B E & E T3 ERFHR Return on ANFA 22.3% 16.3%
IZA Revenue

FABBE Licence fees

87.1% (85.9%)
’ ’ FR¥5E Service charges
5.9% (5.0%)

FIBUIA Interest income
6.3% (8.9%)

IS A Miscellaneous revenue
0.7% (0.2%)

X Expenditure

BT Sstaff
83.2% (78.4%)

%58 Operation
12.9% (15.8%)

TE RS Depreciation & amortisation
3.4% (3.2%)

FEUIIRFUR{EE5#E Impairment loss on debtors E8R9 Consultancy
0.0% (1.2%) 0.5% (1.4%)

* R A2015,16EEHT
In parentheses are 2015/16 figures

Chapter 8 Financial Results 48



B EHREERMAE 2016/17 FEBESREE

B EBERRS

& 3 15 B 17 BB A
B 5t B

BWILEETETERS
S QYR |

ER

LEBRKEERNEIIBNFE2E78EE
MEZEERRAZTEEESHMBERE -
ZEMBRKRBEN201743A31HNHH
MAKREHEZALEFENZERE R
EREFHXMNRSMER » UNTHREKHN
st > BEEESBORBR -

BRR REMBERRERRBEBSAL
SHEM (FRMBREER) HEMPE
WRRBMEBZEERRAZTEEESRN
201733 1HMMR R REEZ A LLFER
BERREIRENE  VERR (BEES
BROI1) (£430% ) F7A)ERARENTNH
RoBE o

ERERE

HEZRR (EEESKRA) F760)HRKEF
ENEFTERETE - RRBEXSFENM
ARENEE  FHNARE T Fa a5
BREEF MAFRENEE ) WD - REZ
FEA HBUNBNEEEERMAZTE
BES TER%SFERNBUTHEMERSS
£ - BMBE  BAESNETRERTEM
BEMRBNEL T RIZHEER -

I
49  SN\E BIERR

Report of the Director of Audit

Audit Commission
The Government of the Hong Kong Special Administrative Region

Independent Auditor's Report
To the Legislative Council

Opinion

| certify that | have examined and audited the financial statements of the
Office of the Communications Authority Trading Fund set out on pages
52 to 78, which comprise the statement of financial position as at 31
March 2017, and the statement of comprehensive income, statement of
changes in equity and statement of cash flows for the year then ended,
and notes to the financial statements, including a summary of significant

accounting policies.

In my opinion, the financial statements give a true and fair view of the
state of affairs of the Office of the Communications Authority Trading
Fund as at 31 March 2017, and of its results of operations and cash
flows for the year then ended in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs") issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA") and have been properly prepared
in accordance with the manner provided in section 7(4) of the Trading
Funds Ordinance (Cap. 430).

Basis for opinion

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

and appropriate to provide a basis for my opinion.
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OFFICE OF THE COMMUNICATIONS AUTHORITY TRADING FUND REPORT 2016/17

Report of the Director of Audit

Responsibilities of the General Manager, Office
of the Communications Authority Trading Fund
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 HKFRSs issued by the HKICPA and
section 7(4) of the Trading Funds Ordinance, 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.

In preparing the financial statements, the General Manager, Office of the
Communications Authority Trading Fund is responsible for assessing the
ability of the Office of the Communications Authority Trading Fund to
continue as a going concern, disclosing, as applicable, matters related to

going concern and using the going concern basis of accounting.

Auditor’s responsibilities for the audit of the
financial statements

My objectives are to obtain reasonable assurance about whether the
financial statements as a whole are free from material misstatement,
whether due to fraud or error, and to issue an auditor’s report that
includes my opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with
the Audit Commission auditing standards will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users
taken on the basis of these financial statements.

As part of an audit in accordance with the Audit Commission auditing
standards, | exercise professional judgment and maintain professional
skepticism throughout the audit. | also:

— identify and assess the risks of material misstatement of the
financial statements, whether due to fraud or error, design and
perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide
a basis for my opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional

omissions, misrepresentations, or the override of internal control;

Chapter 8 Financial Results
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Report of the Director of Audit

— obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Office of the Communications Authority

Trading Fund’s internal control;

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

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

going concern; and

— evaluate the overall presentation, structure and content of the
financial statements, including the disclosures, and whether the
financial statements represent the underlying transactions and

events in a manner that achieves fair presentation.

Koty f

Kenneth Ho
Assistant Director of Audit
for Director of Audit

Audit Commission
26" Floor, Immigration Tower
7 Gloucester Road, Wanchai, Hong Kong

25 September 2017
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YR ES Financial Statements

L6 ES Statement of Comprehensive Income

HZE20175F3831HLEE for the year ended 31 March 2017

(LB F Tl 57 ) (Expressed in thousands of Hong Kong dollars)

2017 2016

= 2] Turnover 457,442 455,685
BIERRA Operating costs (419,303) (424,468)
EERF Profit from operations 38,139 31,217
HA Other income 33,819 45,389
ZENESHRAERF Profit before notional profits tax 71,958 76,606
ZEFEB Notional profits tax (12,123) (12,842)
FERF Profit for the year 59,835 63,764
Hith 2w Other comprehensive income - -
FEHEZAEWE Total comprehensive income for the year 59,835 63,764
ElE&EEHRE Rate of return on fixed assets 22.3% 16.3%

E56E78EMM BRI HEIRKA—EFS © The notes on pages 56 to 78 form part of these financial statements.
I ————
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BIF5ERZ= Financial Statements
BIFEIk R Statement of Financial Position
#201753H31H as at 31 March 2017
(LB F Tl 57 ) (Expressed in thousands of Hong Kong dollars)
5
I|Z\1]ote 2017 2016
EREEE Non-current assets
M2 ~ BRI NP Property, plant and equipment 8 141,918 153,323
B EE Intangible assets 9 2,528 3,478
INEESTER Placement with the Exchange Fund 10 480,000 875,281
624,446 1,032,082
mMENEE Current assets
FEUSIRSR ~ RSN TFE(FFRIE  Debtors, deposits and advance payments 11 18,871 2,724
FEMINEE S T FF & Interest receivable from placement with the
Exchange Fund 6,242 7,181
HhEW R B Other interest receivable 702 515
INEESFEFK Placement with the Exchange Fund 10 424,166 -
RITE Bank deposits 225,900 234,500
e MIRTTHER Cash and bank balances 3,277 9,819
679,158 254,739
mEEE Current liabilities
FESIRF N ESTE A Creditors and accruals 36,252 25,869
BEBAEE Provision for employee benefits 13 8,596 7,110
FETEEZE A L IRFR Amounts due to related parties 21 27,519 26,985
TEIEWA Deferred income 14 171,887 161,046
B2 E=FIBH Notional profits tax payable 6,436 7,291
250,690 228,301
mENEEFE Net current assets 428,468 26,438
HEEREREBERE Total assets less current liabilities 1,052,914 1,058,520
ERFEE Non-current liabilities
IRIEFLFR Deferred tax 12 473 1,376
EERFIEE Provision for employee benefits 13 90,041 90,815
90,514 92,191
FEE NET ASSETS 962,400 966,329
B AR CAPITAL AND RESERVES
BEASEAR Trading fund capital 15 212,400 212,400
BRI Development reserve 16 690,165 690,165
REEF Retained earnings 17 = =
BRERE Proposed dividend 18 59,835 63,764
962,400 966,329
—7p-
FRFrt: Miss Agnes Wong
B ERESERRASE General Manager,
LERESAKE Office of the Communications Authority Trading Fund
20174898 25H 25 September 2017

F56278EMMEE AR KIREA—ED © The notes on pages 56 to 78 form part of these financial statements.
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HIF5 ¥R 3R Financial Statements

EREBER Statement of Changes in Equity

#HZE20175F3831HLEE for the year ended 31 March 2017

(LUBHSF T 57 ) (Expressed in thousands of Hong Kong dollars)
FRFEER Balance at beginning of year 966,329 974,747
FEE2MEW R Total comprehensive income for the year 59,835 63,764
FREMKE Dividend paid during the year (63,764) (72,182)
FIAERR Balance at end of year 962,400 966,329

E56E78EMM BRI HEIRKA—EFS © The notes on pages 56 to 78 form part of these financial statements.
I ———— I
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(LUBBETF T 57)

Financial Statements

Statement of Cash Flows

for the year ended 31 March 2017
(Expressed in thousands of Hong Kong dollars)

EERAZRERE
BRI

FETRUA

HE /Y% KB
A HIEIR
W~ R RABMITE

N EEHE

FEMIRR ~ & RFRNFRIA
il

U B E A L IRFURI

FEAS IR K BT 2 A3 N
FEfT B A LRFRIE N
EIEWASE D / CRiA)
EERA LI
ENRENEHR
EERBEMSHREFHE
BREEAZHERE
SMNERS RN

REHRA=EAL
BT
WEWE  RBRBEME
EHEE

HEWZE ~ RBRBEMHE

FUER

BRI S
REBREMFREFHR
MERBZRERE

ENKE
MERBMAREFH
HEREFRBFEAEINFEHE
FUNRERFRRE

FRNBERFARE

NEEs
Elote 2017 2016
Cash flows from operating activities
Profit from operations 38,139 31,217
Sundry income 2,941 769
Loss on disposal of property, plant and
equipment 2 5
Depreciation of property, plant and
equipment 13,272 12,632
Amortisation of intangible assets 1,217 1,091
Increase in debtors, deposits and advance
payments (16,163) (77)
Decrease in amounts due from related
parties - 330
Increase in creditors and accruals 13,982 3,300
Increase in amounts due to related parties 555 1,760
Increase / (Decrease) in deferred income 10,841 (11,425)
Increase in provision for employee benefits 712 637
Notional profits tax paid (13,881) (15,544)
Net cash from operating activities 51,617 24,695
Cash flows from investing activities
Increase in placement with the Exchange
Fund (28,885) (45,631)
Decrease in bank deposits with original
maturity over three months 20,000 51,900
Acquisition of property, plant and equipment
and intangible assets (5,758) (7,344)
Net proceeds from disposal of property,
plant and equipment 18 -
Interest received 31,630 48,644
Net cash from investing activities 17,005 47,569
Cash flows from financing activity
Dividend paid (63,764) (72,182)
Net cash used in financing activity (63,764) (72,182)
Net increase in cash and cash equivalents 4,858 82
Cash and cash equivalents at beginning
of year 16,419 16,337
Cash and cash equivalents at end of year 19 21,277 16,419

F56278EMMEE AR KIREA—ED © The notes on pages 56 to 78 form part of these financial statements.
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Financial Statements

IR GRS
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(BR4FRIGEEAS) » BT £ BR5LUBBEF TSI » )

Notes to the Financial Statements

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

BINEBTE1995F5 B 10 H AR (&=
HEER) (5F£430F) 3 4AR61EE
ERFE 0 R1995FE6 B 1 AR EBNE
HEF (BARF) gEE: - EAREE
HESIRERE2012F48 1 HERAER
(BAEBEERKEL) ($£616%F)
F25EMRE - MRABEHmaR "B
MEBEEERRAE (BAM) g8
Ed, (BEE:) BASHEER
(BAR) —BIRE (BAFEEERK
By BRIZIAYETEMAE o BRI

(ERBIERF) (5£562F) « (EHE (3
BRI &A1Y (5391F) ~ (BAE
BEEREMN) - (FEMEH) (5106
) H (GEERBTAEMHEE) (F
593% ) » WiRBIRIEFEMEOIELT
EABiRE - EEESRBREBRRIT
BREBA (BRF) WEEREERE
B XEENBNERRER - 85

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. The 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 CAO, 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:

() BRREMAEERENRISMNE (a) licensing and regulating telecommunications services and
& broadcasting services;
(b) ZBIEISEIBLEIE ; (b) managing Hong Kong’s radio frequency spectrum;

(0 BEM ERLREZRMSFZER
BUTIRALAR  REIFISTERT |

(d) BEERMEENTEREEE DET
BUFHRER

(e) BAT (FEEBEFAISMKEAEY 5 LU
54

() BRBNELEEBRERNATER
FIEMETATHRS -

(c) 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.

Chapter 8 Financial Results
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Financial Statements

Notes to the Financial Statements

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

2. FEBEBER
(a) #AAIEE

R BERERRRBEBARNE S
RAKFTBERANS BN RS E
8 (EFAEHR  ETamEEg
TR AR BMRATR BERERE
AU EREER TR EK
28 R - 2EESRMINEE
DEIBERBEANT °

(b) REMFEHmERAIER

AR BRRO BRI URER
A -

RN EEBYBREENNY
W& FEEEBFHAE - A
RB& - 2 EHE - At REBERE
FEGHERNER > LIAKEESR
BEMBAEST HN2HRE - &
ST RBBARER » IR LUER
BRAEMERRERL T ERAEE
ARMBIET - HERBEMIK
FEAH2E - RSRARSAR
RBRERABEREERAERN
IREENER - AEHERNEEE
BREERHAAR -

ZEhE RARBRR S WA E R
BT - AMEFT R EARZE
FEFHETNMARER - BugE
R ERKRNEH > BRERE
D& AR IREARE AR o

EEESHBEREBOR A LA
W R MBERNSTHE - ERY
RAREHNBE - KERS S
RHEGETBREPATEENRE
RE  EARLBAERRR @ &
WEEMEBENIREEEREKNRE
1857 °

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.

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.
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Financial Statements

Notes to the Financial Statements

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

2. EEEEBER (1)

(c)

ETEEE

MR1995F6 A1 HEHBEEESHN
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ITHEEENBEEEE  WRHERE
ENERMNERRAZAIR

() ¥ZE - fpkaEM

TI* ~ RfpRBEMRBR

BAEINRRETE R AR

BEERIIR (FYEE 2(d)) :

- FERIISMEHEEMN M
RARELHNBERYE

- RS BESMER
B BEAR  BKE
KENEG -

TERZREIWE - RKiBRaE

MBS ERES > ERA

HATRIGRE  BUEREE

HHEAE - BENAERE

BN -

- BAISME RENRGRE
HENLi HEE

- UREEL BFEREES
WHREE HAAERE

HA W & AR AV B
BETE
- R 5&E124F

- BER®E  S5F
- REARKE 5%
- B 54

HE FEEME - R RSB
FTEANBER UL EMSF
REBERMECEZRARE
T ARHE SEHERES
E R AR

2. Significant accounting policies (continued)
(c) 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:

- 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.

Chapter 8 Financial Results
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Financial Statements

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)

(0

(d)

(e)

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.

Financial assets and financial liabilities

it

) 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.
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2. EEEEBER (1)

() EMEEREMEME (&)

()

(i)

iatess (&)

THEENESBEERIEA
FEE ATFERERER
BRE MELABESREE
NELETHEBMEESI B

SEESHERAERESHIA
NENEP—TIZAEREHE
THEENESHAE -

D8
SR KB R
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DR Y& @ BEERD
ZRAERE  HEEESEER
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TEER
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RERBHAAENRBE
BiE (208 ) Fitk (MIRE2(e)
(iv)) °

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, 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. XE®

EHIEUER (48 )
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(iii)
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2. Significant accounting policies (continued)

(e) Financial assets and financial liabilities (continued)

(ii)

(iii)

o
FNE ABKR

61

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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(f) BERFEH
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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)

(if)

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. 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

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.

Other income is recognised on an accrual basis.
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2. Significant accounting policies (continued)

(h) 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.

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.
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2. Significant accounting policies (continued)

(k)

)

(m)

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.

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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3. BXEE

2017 2016

3. Turnover

BIERE Telecommunications licence fees
hREE — = Licences — Private 42,307 41,258
RRER — At Licences — Public 330,414 336,343
EERRE Broadcasting licence fees 55,344 52,624
MEAEATRERY (ME 21@)) Services provided to related parties
(note 21(a)) 29,069 25,127
FEIEU Miscellaneous revenue 308 BES
457,442 455,685
4. EERAF 4. Operating costs
B TA Staff costs 348,846 332,974
AT HTT R A Accommodation costs 19,060 19,247
BERX Operating expenses 24,787 29,064
TS Administrative expenses 9,405 18,023
=Gk Consultancy fees 2,074 5,791
M~ R LBEMITE Depreciation of property, plant
and equipment 13,272 12,632
T & E Amortisation of intangible assets 1,217 1,091
FEUSIR SR E BB Impairment loss on debtors = 5,097
BT EH Audit fees 642 549
419,303 424,468
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5. HtiltA 5. Other income
FELIATFET RIS R E BRI S Interest income from financial assets
not at fair value
IMNEESTNR Placement with the Exchange
Fund 27,945 41,561
BITHEMR Bank deposits 2,933 3,058
RITHEER Bank balances = 1
30,878 44,620
HIEUA Sundry income 2,941 769
33,819 45,389
6. BEMEHR 6. Notional profits tax
(a) RE2EWEmEANHRNZEFER (@ The notional profits tax charged to the statement of
M comprehensive income is arrived at as follows:
2017 2016
AEATRER Current tax
KEEZRFEBEE Provision for notional profits
tax for the year 13,026 12,823
IRIETRER Deferred tax
RS = AV EE A Kool Origination and reversal of
temporary differences (903) 19
EENEH Notional profits tax 12,123 12,842
I ——— I

6/ SENE BBKR
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6. BERFEH (8&) 6. Notional profits tax (continued)
(b) BIEX H S5 &R RE AR X (b) The reconciliation between tax expense and accounting profit
R T ¢ at applicable tax rate is as follows:
2017 2016
BENEHEIEA Profit before notional profits
tax 71,958 76,606
BEENEHE16.5% Tax at Hong Kong profits tax
(20164 : 16.5% ) STEMFIR rate of 16.5% (2016: 16.5%) 11,873 12,640
— R ERFLIA One-off tax reduction (20) (20)
ANAHIBRZ N IERE Tax effect of non-deductible
expenses 754 727
FFERBIMANTIEE Tax effect of non-taxable
revenue (484) (505)
ZERBEZH Notional tax expense 12,123 12,842
7. BIEEEDHFE 7. Rate of return on fixed assets
EEEERREZDEE2EMGE (78 The rate of return on fixed assets is calculated as total comprehensive
R BWA ~ BINEE S FFIF S income (excluding interest income, notional profits tax on interest
ANEBNBEFEHMAESEXZE) R income from placement with the Exchange Fund and interest
EEEEFBEMSNEAX - EE expenses) divided by average net fixed assets, and expressed as a
BEDEMZE - W LEM - DURER percentage. Fixed assets include property, plant and equipment
EE  @HWRAAREE  BHPLEER and intangible assets. The Fund is expected to meet a target rate of
SALIEIINEFEEEEE REHRE return on fixed assets of 6.7% per year (2016: 6.7%) as determined
#6.7% (20164 1 6.7% ) ° by the Financial Secretary.
I I
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8. IR - ExfEkadtd

8. Property, plant and equipment

TR AR
BE BiE  BERE BB B #87
Land and Equipment Computer  Furniture Motor Total
buildings systems and vehicles
fixtures
A Cost
M20156E4H1H At 1 April 2015 220,243 53,934 40,933 46,715 4,921 366,746
wNE Additions - 1,100 3,361 2,106 6,567
HE FE8H Disposals - (245) (1,629 (54) (1,928)
#20164E3H31H At 31 March 2016 220,243 54,789 42,665 48,767 4,921 371,385
FR20165F4H1H At 1 April 2016 220,243 54,789 42,665 48,767 4,921 371,385
NE Additions - 1,029 842 - - 1,871
HE G Disposals - (321) (525) (63) - (909)
120175E3H831H At 31 March 2017 220,243 55497 42,982 48,704 4,921 372,347
REHIhE Accumulated depreciation
2015648 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 /sE85E%  Written back on disposal - (245)  (1,626) (44) (1,915)
M20165E3H31H At 31 March 2016 89,071 51,002 34,689 39,258 4,042 218,062
2016548 1H At 1 April 2016 89,071 51,002 34,689 39,258 4,042 218,062
FRITE Charge for the year 4,849 969 2,651 4,255 548 13,272
HE /#H8HE®  Written back on disposal - (321) (525) (59) - (905)
#20174E3831H At 31 March 2017 93,920 51,650 36,815 43,454 4,590 230,429
IREFE Net book value
72017%3H31H At 31 March 2017 126,323 3,847 6,167 5,250 331 141,918
#20164E3H31H At 31 March 2016 131,172 3,787 7,976 9,509 879 153,323
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9. EIEEE 9.

Intangible assets

BRI RR R AR RER
Computer software licences and

system development costs

2017 2016
|57 Cost
T4 At beginning of year 13,550 12,031
NE Additions 267 1,545
HE FEH Disposals - (26)
Fi& At end of year 13,817 13,550
RETELH Accumulated amortisation
== At beginning of year 10,072 9,001
FREH Charge for the year 1,217 1,091
HE /508 Written back on disposal = (20)
FH At end of year 11,289 10,072
IREFE Net book value
& At end of year 2,528 3,478

10. SFEEBEFK

INEESTRIEGERAIEA16.68ETT

(20164 : 8{87,528. 187w ) » HM
TRBTTARBER  28416.6887T
(20164 : 187,528 18T ) "Ik
LHHEREHEARE S RIZIAIF S o
ZERRENE (AERBERE) 8
AREEIRER BTN ©

BEFNR201745A I8 SEES
BHF4E8, 0008 B TMAE » REAKN
£ WIREER T 2/82,0008 B TR S
MEFBEEARMNFS

SNEERSERANEREFE1AEENE
EESXFH - ABXAESREEEA
ARNFNFHFERELDR » H=14F
UG E% (7220161 1R A=
FHIEESES) EL—EFEED
FHEERE > LRERESERE
TBRA&0% ° 201 7EMEE SR ASTE
2.8% 20165 AEHF3.3% °

10.

Placement with the Exchange Fund

The total balance of the placement with the Exchange Fund
amounted to HK$904,166,000 (2016: HK$875,281,000), being
the original placement of HK$700,000,000 plus interest paid of
HK$204,166,000 (2016: HK$175,281,000) 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.

Upon maturity of the placement in May 2017, the Fund renewed
the placement with a principal sum of HK$480,000,000 for another
six years. The remaining principal sum of HK$220,000,000 and all
interest paid were withdrawn.

Interest on the placement is payable at a fixed rate determined
every January. The rate is the average annual investment return of
the Exchange Fund’s Investment Portfolio for the past six years or
the average annual yield of three-year Government Bond (three-year
Exchange Fund Notes before 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 2.8% per annum for the year 2017

and at 3.3% per annum for the year 2016.
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11.

12.

FERTK « IRE R IRITFRIA

11. Debtors, deposits and advance payments

FEUIRTR Debtors 23,189 7,177
BB E BB AR Less: allowance for impairment loss (5,097) (5,097)
18,092 2,080
B NIANFRIA Deposits and advance payments 779 644
18,871 2,724

FRREBRFBERESNT

The movement in the allowance for impairment loss during the year
is as follows:

2017 2016
=) At beginning of year 5,097 -
EREREEEE Impairment loss recognised - 5,097
S At end of year 5,097 5,097

LEESH—FXBMBRHENQTAXR
AR IRHE SR BE R R ©

A IE TR TR

FEF BRI EARRBIELERARE S
RBEBIFTERBHENTERRR - HF
NEE25)20T ¢

Impairment loss was recognised on an amount due from a company
in financial difficulties.

. 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:

FHAERR
REmWasRA (25 ) / kR

FHAERR

2017 2016

Balance at beginning of year 1,376 1,357
(Credited) / Charged to statement

of comprehensive income (903) 19

Balance at end of year 473 1,376

FNE RHEKR
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13.

14.

15.

16.

17.

e S iE Fl 8 R

WA TERT TR 5 A4 R BRSO AR
BH T REEEBRANESNMHSN
fEat e (BREEN) -
EIEUIA

IHE 7Rt 1A R BR A B 78 R S RO AR DR
BUAFRGER ©

EEEEES
AR S EESNEE -
BRI

IHe A5 45 T P /B 7% 3 B0 B AR [ 3R A9 53 B0
Hel -

13.

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 the end of the reporting period (also see
note 2(h)).

. Deferred income

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

. Trading fund capital

This represents the Government’s investment in the Fund.

. Development reserve

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

2017 2016

FH RAFHEAEER Balance at beginning and
end of year 690,165 690,165
=EEA 17. Retained earnings
FEER Balance at beginning of year = =
FE RS Total comprehensive income for
the year 59,835 63,764
BRRE Proposed dividend (59,835) (63,764)
FERAEER Balance at end of year - -
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18. 2 18. Proposed dividend
R SR IRIBFEEEE IS The proposed dividend to the Government is based on the total
ERGREZLEZRBREBRENE comprehensive income for the year and the target dividend payout
ELETIEYHEAI100% BIZRKE X ratio of 100% (2016: 100%) stated in the annual business plan
(20164 1 100% ) fEH - approved by the Secretary for Financial Services and the Treasury.
2017 PAONNS)
FER Balance at beginning of year 63,764 72,182
ENKEE Dividend paid (63,764) (72,182)
BB Dividend proposed 59,835 63,764
FiAERR Balance at end of year 59,835 63,764
19. RERERRE 19. Cash and cash equivalents
R MIRITHERR Cash and bank balances 3,277 9,819
BITER Bank deposits 225,900 234,500
229,177 244,319
B REBRR=EB MU EMRITER Less: Bank deposits with original
maturity beyond three months (207,900) (227,900)
HEMERFES Cash and cash equivalents 21,277 16,419
20. EXRIERHMhERIE 20. Capital commitments and other commitments
2017438310 » EBEESHABE At 31 March 2017, the Fund had capital commitments, so far as
SRR P IEH EBINERKIENT not provided for in the financial statements, as stated below:
2017 2016
EERENEEN Authorised and contracted for = 493
EERE(E EAREN Authorised but not contracted for 4,928 60
4,928 553
I ——— L
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20. BEFRIEREMRE (#F)

21.

Y ERVEBIELIMR B R R B AR TS
HEMEERXP BB AR IR
FE - BEEMERS (—BEXRH
2) R2012F 1M BRI BEBMEEN
MR EERILERAT &, (5HE]) - RBRN
20154 B30T NRARESE &
EESHREHEFABBE2008BTH
wEER O DT aIRGBEE - FR
EEESCMFTERME121.08B T
(20164 : 187.68%7T) °

FAEATHIRS

BREEMBEHREA S FIRBENR 2 -
HEEATEARNFEETHEMERR
ZTEWT -

(@ MBEEATRENREBERE
1,524.48# 70 (20164 : 1,140.7
BEREIT) NWEAMKE RSN
e DINMEE,382.58% T
(20164 : 1,372.08%7T) WIE
IR ARERSIE

(b) EREATRENREEERAE
WHRAX RENERE  AER
B AREEMBFNZE - £
EeREYRBE£ELE2,313.08
#IT (20164F 1 2,290.08%7T) 5
DS

(0 MBEEATHEENEEEEBRRER
BREE - N WERBBFEAL
BEEEEE (2016 1 98.38%
JT) °

FHERE A TR kA B A 1R MR
% MMRAKRINAAREL > BIZARIE
XAMSRNE - MZRFEIFEEA
TIRME - B2 AEARE - AREEA
THENEEEEREIUARE -

20. Capital commitments and other commitments

21.

(continued)

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$1,210,000 to the
scheme (2016: HK$1,876,000).

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$15,244,000
(2016: HK$11,407,000) and frequency assignment and
protection services amounting to HK$13,825,000 (2016:
HK$13,720,000);

(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$23,130,000 on these services (2016: HK$22,900,000); and

(c) fixed assets acquired from related parties included furniture and
fixtures. During the year, no fixed assets were acquired from
related parties (2016: HK$983,000).

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.
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21. BEATHIRS (#5)

201743831 BEEEA TR BV
HERNRMBIRREA °

22. BT ETE
(a) HBEERIR

RIBHBINIARIR - BEBHE
RERSBMITAMKRERS - RE
HEBRERERNIEESE
R BEESHREE A
TENKRERBRARE -

(b) EHzEbE

BERRRESR TRNAFEIR
RIREI B G K & (B R E K
BREK °

HREEESRAEIERITAY
DA E > EARHERNE
R o

(0 EERBE

FERREERIEN—SFEE
RREEITEEMSIHSE —HARFZ
MIBBRANEAR

LEESHNEERREIZIUANE
WIRSR ~ RITEAR © RITHEERANS
EESHTR

LEESRY)ERBHIRRNEES
Bz - FEWIRFRIR B A AT UL [E] P i
BRI EEFE  SEESSEIR
AFEREDBEBIE °

ARBBESEAR  FEHRTHE
SR R T N BB AR
1T o

21. Related party transactions (continued)

Balances with related parties as at 31 March 2017 are set out in the
statement of financial position.

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 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. BAFEEBGETE (45 )

(c)

(d)

(e)

EERE (/&)

ERNEESER  HEBEER
BRI o

LEESHNEREENRREER
RESRERSBHEREZEERN
MREE

RENE £ R

MEBECERERBERITRS
MEERBENEERBEIREN
B o

CEESEBREMAMBENRESINER
MENLEESHRBES  KE
BRBESRR  BAETLUEMNAT
BHHEENEANESSER - B
REEESHERTRNRBES
HRBESRRKFER -

IESE

I 22 BB R ) B BT 51 5
BENEAR - IXARTE—5H
RATENEARRIESTEHE
AR -

AFENXREREESHTIAENA
FESRHSNRESH MKERIE
B AREEESHNAERTHE
REREEMNKRFENE - BB
MEEFE - BEERNQFER
STk - R - ANBELFRIR
BIEpAEIR > HIBNXEEY
AEFEALRMENESHRA K
&4 -

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. A EGER (&)
(e) FEREpE (#&)

ReEREMNXEAREESH T AN
RRBRERESRATHHNEESM
REBHER - @ EESHHNES
MENZRERR/) > AELEBER

HFERE -
(f) EfthBA 75 m bz

EEESANGF I BEEIEES
BFERER (HizE10) BB MAR
HWEERAR - 2017438318 -
12201681201 789 S840 / 4250
EEZ (20164  SOEEZ) mHE
tERERZNERT @ AstFEER
FIFNFEEREG N / B 377 58T
(20164 : 365.48%7T) °

(9) d¥FE

EERNERZNEM T ANAF
B RREERBEHERBHN
MZHREET - MREZFHHR
B - QIR EEAMGEETT ER®
SHRERANTRBEFEER
FHE -

eI AYLEEAANTERSE
NHEERNRNESEEM BRI EA
Bt o

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

(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 2017, a 50 basis point (2016: 50 basis point) increase /
decrease in the interest rates for 2016 and 2017, with all other
variables held constant, would increase / decrease the profit for
the year and reserves by HK$3,775,000 (2016: HK$3,654,000).

(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
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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2. 2B EREE20178F 23. Possible impact of amendments, new

3318 1L FE &R E 58 standards and interpretations issued but
(BET - FH#ER BRER T not yet effective for the year ended 31
BeEc & March 2017

BEAMBHREREZH » 5525
NEEBRMLIEER] ~ FTEARRE -
HABEREE20174E38317IEEE
MARER TR B IRBITEARM R
WEMBMEET ~ FTERI KRR - EFE
BT EESFERANER

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 2017 and which have not been early adopted in these
financial statements. These include the following which may be
relevant to the Fund:

BT BHBE 2 4 FRRY S S HHBAE AL

Effective for accounting periods
beginning on or after

BEAVHEREERNESE TSR TH HKFRS 9, Financial Instruments 2018FE141H
1 January 2018

BBV BREENFI5E TRERFES HKFRS 15, Revenue from 2018FE1A1H
2 W 4 contracts with customers 1 January 2018

CEESERZFBA]  MEALZE
HEERZKABRENE EENTEET
iHh - EEBRIRLE  E@EESF/HN
AR INZFER]  FTERNEREAR
RAURSHELEESNYBERRENE
KL

e

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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