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Financial Results 2019/20

1. 2019/20 was a challenging year for the OFCA Trading
Fund. This year, the OFCA Trading Fund turned to a loss of
$37.2 million from a profit of $30.8 million in 2018/19, after
having taken into account the expenses paid on settlement
of restitution claims. For the rate of return on average net
fixed assets ("ANFA"), it dropped to -10.0%* from -0.8%
last year, which was primarily the result of a decrease
in revenue, partly offset by a decrease in operating
expenditure.

2. 2FHWABA762EE T BREAFM4.997 2. The total revenue at HK$476.2 million was lower than the
2 , EEE A2 ; amount of HK$499.7 million last year due to decrease in
BEIRE REARKREERBRENIEES y
BEERFIS M IED o revenue from licence fees as well as interest income from

the placement with the Exchange Fund.

3. EXHAME 2019 20FEATH EFH9.5% 3. Onthe expenditure side, the total expenditure rose by 9.5%
E5134EB T TESHRE TR - to HK$513.4 million in 2019/20 mainly due to increase in
U 5 R R I 5 AR 8 1 FR R B R 5 o staff costs and incurrence of expenses on settlement of

restitution claims.

4. RERR > BHASCHRBBEARKEHEL 4. Looking ahead, with the launch of 5G mobile communications
EHTS  REE BB LA EE At services, in the short term we are optimistic that the
KR BB R SE o BEES communications sector in Hong Kong will enter a new era

T =< N =] o8
and remain vibrant and dynamic. With a dedicated and
RERBNEXER  EREMRFNERE

m ’ professional team in OFCA, we are well placed to face the

e o challenges in the coming year.
*EEEETYFEENBRRULZEANRERUEEEETITF * The return on ANFA is calculated as total comprehensive income divided by
EFENBESE - AUGHEEEE T ZERRNAE2E average net fixed assets and expressed as a percentage. Total comprehensive
WHEFHRE > FTEEFSRA - MEXHMAHREER income for calculating return on ANFA has been adjusted by excluding
RENHARMZMAHEXL o the interest income, interest expenses and expenses paid on settlement of

restitution claims.
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Highlights of the financial performance :
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(B1]R) B
BEEEFHIFERDR

I\ Revenue

JE B8 E Licence fees

85.5% (85.4%)

% i Expenditure

76.2% (80.2%)

* EFMR2018 MIFERT
In parentheses are 2018/19 figures

2019/20 2018/19

BHEAT BEBTT

HKS$'m HK$'m

Revenue 476.2 499.7
Expenditure 513.4 468.9
(Loss) / Profit (37.2) 30.8
Return on ANFA -10.0% -0.8%

BR# & Service charges

7.5% (6.7%)

FIEUXA Interestincome

6.1% (6.4%)

%18 Miscellaneous

0.9% (1.5%)

&8 Operation

11.1%(17.2%)

) rE R #85 Depreciation & amortisation
2.4% (2.2%)

) B[ Consultancy
0.1% (0.4%)

RIRFIRIE R IR E B R M Y AIFRIE
Amount paid on settlement of
restitution claims

10.2% (0.0%)

Chapter 7 | Financial Results @




BAFH ik -

Financial Results

EIEERRE

Wi ET AR E

S WY -]

Bz

LEARCERRBFA VAN EA47TE78EENE
BERRMAZEEEENYBRR  ZEHHK
HRRBEN2020F3 431 BNH KRR KRERE
ZALFENEZAREER BEZFRNEER
BR URBBHRROME  BETESHEE
BE -

KRB ZEVBRBRCERBEBSTHLOEN
B (BRMBREER) HEMTHHBRRE
MEBEERPAEZLEEEN2020F3A31H
MRARBEZRLFENBERRERER
B UCRR (EEEESKA) (F4308) %
T4 IRFIREN ST RNZREIE -

EZHEE

REZR (EEERKRA) L75)IRREFEN
FEITERETER c RRBAZEMAREN
BT SERARE [ F/ TR HFHFF
FEEHEE/ BD - RIEZFER > /IR
BREKEERRAZLEERS  WCRASE
AETHMERER - RARFE - RTESHNEST
BRERARNMEEMABRNBITSREMHER -

® =tz mnHn

Report of the Director of Audit

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 47 to 78, which comprise the
statement of financial position as at 31 March 2020, 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 2020, 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 Aualitors responsibiities for the audit of the
rinanclal 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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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 Office of the Communications
Authority Trading Fund’s ability to continue as a going concern,
disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting.

Auditor’s responsibilities for the audit of
the financial statements

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

ERESHEENTENETSNBEY  Be As part of an audit in accordance with the Audit Commission
B Y RS RS o RS auditing standards, | exercise professional judgment and
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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;

— 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;
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Report of the Director of Audit

— 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.

Sl Clon

Assistant Director of Audit (Acting)
for Director of Audit

Audit Commission
26th Floor
Immigration Tower

7 Gloucester Road
Wanchai, Hong Kong

24 September 2020
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B Rk Financial Statements
2mEkER Statement of Comprehensive Income
B E2020E3A3181LEE for the year ended 31 March 2020
(LLBBEFTLIA ) (Expressed in thousands of Hong Kong dollars)

2020 2019
RKEBEFSHZIEA Revenue from contracts with customers 4 443,041 460,888
BERAK Operating costs 5 (460,903) (468,945)
EEEE Loss from operations (17,862) (8,057)
2t (%) /A Other (expense) / income 6 (19,384) 38,862
E£E (B8) & (Loss) / Profit for the year (37,246) 30,805
Hit 2 E K Other comprehensive income — —
EEB2E (BE) W Total comprehensive (loss) / income for the year (37,246) 30,805
BEE&EERE Rate of return on fixed assets 7 -10.0% -0.8%

ES1Z78E MM AR HEIRFM —IBS o The notes on pages 51 to 78 form part of these financial statements.
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BAFRIE R Statement of Financial Position
#202053H31H as at 31 March 2020
(LB TFTIF) (Expressed in thousands of Hong Kong dollars)
2020 2019
ERBEE Non-current assets
W3 - SRR Property, plant and equipment 8 139,712 133,254
BFEE Intangible assets 9 2,593 3,432
MEESTFR Placement with the Exchange Fund 10 525,122 510,322
667,427 647,008
REEE Current assets
PR IR ) Lt R U 18 Trade and other receivables 11, 12(a) 7.396 120,191
PEURBIE A LR Amounts due from related parties 19 2,054 —
EWHINEEESETFE Interest receivable from placement with the 4,831 3,649
Exchange Fund
HiEWRE Other interest receivable 3,710 3,640
RITEXK Bank deposits 715,900 520,900
RE KRBT Cash and bank balances 39,602 5,432
773,493 653,812
RE&E Current liabilities
R R H A FUE Trade and other payables 48,691 21,062
EEEFEE Provision for employee benefits 13 12,028 12,739
FEATEBE A LIRFX Amounts due to related parties 19 46,037 31,960
EIEWA Deferred income 12(b) 255,918 114,699
BURHRE W B BEHR Target returns required by the Government 16 25,322 —
387,996 180,460
RENEEFE Net current assets 385,497 473,352
BEEREREAERE Total assets less current liabilities 1,052,924 1,120,360
JEE A Non-current liabilities
EERFIRE Provision for employee benefits 13 81,349 86,217
BEE NET ASSETS 971,575 1,034,143
SAXHFEE CAPITAL AND RESERVES
BIEHSER Trading fund capital 14 212,400 212,400
BRREE Development reserve 15 690,165 690,165
REBEF) Retained earnings 16 69,010 131,578
971,575 1,034,143
RihE Chaucer Leung
BNEKEERRAE General Manager,
EEESAKE Office of the Communications Authority Trading Fund
20205 9H24H 24 September 2020

ES1Z78EMMIE AR EIRKM—IB5 o The notes on pages 51 to 78 form part of these financial statements.
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B3R 2% Financial Statements
BEZS BB R Statement of Changes in Equity
B E2020E3A3181LEE for the year ended 31 March 2020
(LLBBEFTLIA ) (Expressed in thousands of Hong Kong dollars)

2020 2019
EEER Balance at beginning of year 1,034,143 1,003,338
EEBEE (BE) Wi Total comprehensive (loss) / income for the year (37,246) 30,805
B R ER HIEER Target returns required by the Government 16 (25,322) —
SERERR Balance at end of year 971,575 1,034,143

ES1Z78E MM AR HEIRFM —IBS o The notes on pages 51 to 78 form part of these financial statements.
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Financial Statements

Statement of Cash Flows

for the year ended 31 March 2020
(Expressed in thousands of Hong Kong dollars)
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2020

2019

BERBZRLRE

BEER

FETHWA

HE FEHME - RERSE
M (k@) BB

W - RERSEMIE

B EEBH

W bR o B L At B MR SRR
2/ (18h)

FEWREEE A IR RGN

FEAHIRFR R EL AL TR IRIE AN

FEARAEE A T ORFRIG N

EIEWAE M, (F)

BEEBABE (FL) /8

REFFRBEIRE R R
HIRIR

BEEAMR® (FRA)
H&FH

REFERZRERE
HNEESFRIZM

FEEHRA=EA L LHR
TrER (1gm) R

BEME  RERFMNE
REE

HE EHEYE  RERR
MEB%ES (%)

[EX &=

#®&EEE (FA) A\
B&%#E

H&RFRIBASMEINFER
FPMHREREFRE R

FROMERFRAE S

Cash flows from operating activities
Loss from operations
Sundry income
(Gain)/ Loss on disposal of property, plant and
equipment
Depreciation of property, plant and equipment
Amortisation of intangible assets

Decrease / (Increase) in trade and other
receivables

Increase in amounts due from related parties
Increase in trade and other payables

Increase in amounts due to related parties
Increase / (Decrease) in deferred income
(Decrease)/ Increase in provision for employee benefits

Amount paid on settlement of restitution claims

Net cash from / (used in) operating
activities

Cash flows from investing activities
Increase in placement with the Exchange Fund

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

Acquisition of property, plant and equipment and

intangible assets

Net proceeds from / (Expenses for) disposal of
property, plant and equipment

Interest received

Net cash (used in) / from investing
activities

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning
of year

Cash and cash equivalents at end of year

17

(17,862) (8,057)
3,976 6,967
(17) 15
10,992 9,440
1,097 926
112,793 (116,744)
(2,054) —
30,159 1,656
14,838 1,668
141,219 (88,398)
(5,579) 2,115
(52,517) —
237,045 (190,412)
(14,800) (22,442)
(176,000) 211,000
(21,016) (8,368)
35 (15)
27,906 30,851
(183,875) 211,026
53,170 20,614
32,332 11,718
85,502 32,332

E51E78EMMER AR HEIHRMN —ID  The notes on pages 51 to 78 form part of these financial statements.
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Financial Statements

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

1. 485% 1. General

The Office of the Telecommunications Authority (OFTA)
Trading Fund was established on 1 June 1995 under

B ERTE1995F5B10H kB (EERE S
Rf1) (5430F) %3 4R6FRBERE -
R19955F6 R1ER L EMEER (FAR)

EEET  ENREEESREBEE201254

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

R1BRKRERN (BREKEEREMG)
(5$616F) B25FMRTE - REHEH D
25 [BASKEERMAE (GEMM) &

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

BHES] (BEEZ) -BAEBEER
(BAR) RERE (BASHEERKM)
B REERE  BAPARBARBNIIT
BF - BRAAEERMAT (EHEIERAG)
(56562%F) ~ (EHE (BEEX) &M
(391F) ~ (EABBEERMKEM) -
(EMMEHD) (8106F) ~ (FFERBEFH
BARBI) (58593F) ~ (BEmat Ak AG)D
(5362%) M (RFEHEA) (5$619F)

IR BRI BT EAIBRE - &2
ESBEBEREBRITRERSE (BA) B
BAEREERRRE  XEBMRANEIEX
o B supports the principal activities of the CA, as follows:

of the Communications Authority (CA), which is a statutory
body set up under the CAO to administer and enforce
the Broadcasting Ordinance (Cap. 562), the Broadcasting
(Miscellaneous Provisions) Ordinance (Cap. 391), the CAQO,
the Telecommunications Ordinance (Cap. 106) and the
Unsolicited Electronic Messages Ordinance (UEMO) (Cap.
593), as well as the Trade Descriptions Ordinance (Cap. 362)
and the Competition Ordinance (Cap. 619), 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),

(a) EMRBEEBRFHOZENRE

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

(b) BEREEFEHEENEE

(c) MEA  ERERRERASSEOBUN
RMER - REFZERE

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

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

(d) BEERMEENEERSH LEREBUT
&K Government on international affairs;

(e) 1T CIEEEEFAEMAD 5 UK (e) enforcing the UEMO; and

() BREMAXEERXEDNLATERFE (f) ensuring the enforcement of fair trading practices and
FETAFHRSE -

(d) overseeing technical standards and representing the

fair competition in relation to telecommunications and
broadcasting sectors.
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Financial Statements

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

2. FEEFHR

2. Significant accounting policies

(a)

HeEARH

FUBBRRRZREBARNETRAR
FEERNE BV BEREER (LRAEHR
B BEhEREEEeTMmASESTNMA
EANERNEBUBIREER  HBEE
ZARZE) R -LEESRANEER
SIBCRBENT -

BERSTRASES TETHEREES

MNEBYBHREEN I RASHHERE

MHAHREANRD - EEESREERR

HepE A ER M| EARM B IRR M

AR ST HNETRRNRE
(WF) FRHMES -

R BIHRERNWER
A BREROERER I URERASE

i

RENEEBUBREENNPHIRE -
FEEEBHEHME - G RERR - &ZE
- A RBREFESTRENE
it AREEESBENBRAEZHNZR
MEE o RS M REENRER - 9RUE
ERRAMEERELATHRARSENE
EmMHE o MERBEEMRKBETHS
Z . AERAZSETRERESHER
REERSENREENER o (54
HERBREEBERTRE °

(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.

The HKICPA has issued certain new and revised HKFRSs
that are first effective or available for early adoption for the
current accounting period of the Fund. Note 3 provides
information on the changes, if any, in accounting policies
resulting from initial application of these developments to
the extent that they are relevant to the Fund for the current
and prior accounting periods reflected in these financial
statements.

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 judgments,
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 judgments about carrying values of
assets and liabilities that are not readily apparent from
other sources. Actual results may differ from these
estimates.
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Notes to the Financial Statements
(Amount expressed in thousand's of Hong Kong dollars, unless otherwise stated.)

2. TEEBER (&

(b) MR EHMRNOER (F,

ZEMFREMEBNBRREESER
o BT REEAREHM - SEEHE
ATEATER  BUNRERBRARNE
A BREETREEZERARRBEA
WD o

CEESHEERSTREAEL RS RME
fTRASEE SR HIE - M AR IR
R WIS B AFHBRET A ERN T
BEx BEFRUBREARE SHE
EMEEHIREEERE KIGEFT o

BE&EE

R199556 A1HRREEEESHNEESE
B BRUMNRAERIRAARBE19955F
5810 BIBERZEP TP EE AR ©
H1995F6 A1ARBENEECEE 91
HEBERNERBEIAR -

(i) Y2 -~ BEREEW

THIMEE - RERBMEE ZRAE
N BR R 57 8 R AR AR E & B 5 IR
(FiEE 2(d))

— BRHEELHREE K
— RERSEN  BEEAEERR

B BHESL KA RKERE
o

D =tz mnHnR

2. Significant accounting policies (continued)

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

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

There are no critical accounting judgments 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
reporting date, 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)):

— leasehold land and buildings held for own use;
and

- plant and equipment, including
telecommunications and broadcasting
equipment, computer systems, furniture,
fixtures and motor vehicles.
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BAF R RMisE Notes to the Financial Statements
(BRIEFYZZ L) + 2L B F T ° ) (Amount expressed in thousands of Hong Kong dollars, unless otherwise stated.)
2. XESFHR (& 2. Significant accounting policies (continued)
(c) BEEEE (#& (c) Fixed assets (continued)

(i) Y3k ~ REBRIBM (F (i) Property, plant and equipment (continued))
MEREREYE RERSEBHIMG Depreciation is calculated to write off the cost of
HAGEEES  THEEG RS items of property, plant and equipment, less their

L S g ek b . estimated residual value, on a straight-line basis
& ?k&ﬁﬁ,{;ﬁ&fﬁ,\ﬁ}m&{ﬁ Gl over their estimated useful lives as follows:
LSt EAEBAT ¢
— et RANRERFHE - Leasehold land over the unexpired term of lease
— UAEEL RFKEEFHR - Buildings over the shorter of the unexpired
W EE AERFEHMmE S situated on term of lease and their useful
NEBEETE leasehold land lives
— R1EB 5Z12%F - Equipment 5to 12 years
— EMES 5% - Computer 5 years
systems
— RAREE 5% - Furniture and 5 years
fixtures
— B 54 — Motor vehicles 5 years
HE FHEME -  RERSBEMEE Gains or losses arising from the disposal of property,
RSN HEf e RS EEET plant and equipment are determined as the
. . S difference between the net disposal proceeds and
'NE s N7 BR ©® = = . .
EZE%"HEEEE j]zj\\'lﬂ B the carrying amount of the asset and are recognised
AE2ERBRAER in the statement of comprehensive income on the

date of disposal.
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Financial Statements

Notes to the Financial Statements
(Amount expressed in thousand's of Hong Kong dollars, unless otherwise stated.)

2. Significant accounting policies (continued)
(c) Fixed assets (continued))

(ii) 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
5to 12 years.

(d) Impairment of non-financial assets

The carrying amounts of non-financial assets, including
property, plant and equipment and intangible assets,
are reviewed at the reporting date 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 exceed:s its
recoverable amount. The recoverable amount of an
asset is the higher of its fair value less costs of disposal
and value in use.
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BUBM AR EIZBMHRAETE
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RERENNERERAMBE - B
BHRERBERNITNEER
e - EHEENEBRBERIIRRE
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Financial Statements

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

2. Significant accounting policies (continued)
(e) Financial assets and financial liabilities

(i) Initial recognition and measurement

The Fund's financial assets comprise placement
with the Exchange Fund, trade and other
receivables, amounts due from related parties,
interest receivables, bank deposits, and cash and
bank balances.

The Fund’s financial liabilities comprise trade and
other payables, provision for employee benefits
and amounts due to related parties.

The Fund recognises financial assets and financial
liabilities on the date it becomes a party to the
contractual provisions of the instrument. At initial
recognition, financial assets and financial liabilities
are measured at fair value plus or minus transaction
costs that are directly attributable to the acquisition
of the financial assets or the issue of the financial
liabilities.

(i) Classification and subsequent measurement

The Fund classifies all financial assets as
subsequently measured at amortised cost using
effective interest method, on the basis that they
are held within a business model whose objective
is to hold them for collection of contractual cash
flows and the contractual cash flows represent
solely payments of principal and interest. The
measurement of loss allowances for financial assets
is based on the expected credit loss model as
described in note 2(e)(iv).

Chapter 7 | Financial Results @




B %5 7K
Financial Results

B iEER Financial Statements

Notes to the Financial Statements
(Amount expressed in thousand's of Hong Kong dollars, unless otherwise stated.)

AAF5ERRPIRE

(BRIFEIEEII + T 2B B F T - )

2. TEEBER (&

(e) TRMEEHTHAME (#

2. Significant accounting policies (continued)

(e) Financial assets and financial liabilities (continued)

(i) ?ERHERWTE (&

BERFMZERAECRHEEDNEHE
BENEBERAE  UARESNERS
BEHENANERARZIENGE - B
BAXREISZEREENETHE
BEARBBANES RSV - i
BERZEREENIREAERZEH
BEMNBHENERBERANEERER -
LEESHEMAEERINRE 28
ZEBMTANRESHRRUETTR
TRE  EFNEZEHEHNEESE -
R ERREERNREENRE
BWERBEHEXNTFENETHNER X
SRAR A EMEERITE o

CEESKEMATRHEEIBAH
BRERABBRARERBHRAETE
#IER -

EEATECEEESREENER
BAHRZEHE  TEEEHEEE
Mo  cRABETFEEHNIE -

(iii) FESHRER

ENEREERDNRERENEIE
MEWRE AZEHEEERERRE
B AR £ ZE b & O 4R R R
ZEREESPRIHER

ERNEANEBWELR - BUERE
iR - 2B EEREHEER -

@D =tz mBHR

(i) Classification and subsequent measurement (continued)

The effective interest method is a method of
calculating the amortised cost of a financial
asset or a financial liability and of allocating and
recognising 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 asset or financial liability to the
gross carrying amount of the financial asset or to
the amortised cost of the financial liability. When
calculating the effective interest rate, the Fund
estimates the expected cash flows by considering
all contractual terms of the financial instrument
but does not consider the expected 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.

The Fund classifies all financial liabilities as
subsequently measured at amortised cost using
effective interest method.

The Fund reclassifies a financial asset when and
only when it changes its business model for
managing the asset. A financial liability is not
reclassified.

(iii) Derecognition

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

A financial liability is derecognised when the
obligation specified in the contract is discharged
or cancelled, or when it expires.
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2. XEERTBR & 2. Significant accounting policies (continued)
(e) tRBEEHSHMER (& (e) Financial assets and financial liabilities (continued)

(iv) Impairment of financial assets

(v) EREENRE

EEECHRBENTNETENSE
BMEE (BWIRMRERN) HKAB=
EREBRAKN S ATERBEERS
B TRIAMENEEFRKRRR
EERIBED  MEAHBEESEN
SFEERBURR B 16 H URY
FERBEL

F—MEER - 12BBEREERE

HEEURERUR  ERTANEE
E I EAEEN - 2HMEHEEE
B RRERE A K128 B AR AL
ENENEHESIBNEREFEBEN
BB T LARERR o

F_MER: 2HENGERE-FE
BRE

HEURERUR  ERTANEE
b AMEIEM - BXIFEERE 2
PEMFEESE (RRESHTAN
EHEMBAMETREEENENS
HEIBNRMEERSE) TURR -

The Fund applies a three-stage approach to
measure expected credit losses on financial
assets (other than trade receivables) measured
at amortised cost and to recognise the
corresponding loss allowances and impairment
losses or reversals, with the change in credit
risk since initial recognition determining the
measurement bases for expected credit losses:

Stage 1: 12-month expected credit losses

For financial instruments for which there has not
been a significant increase in credit risk since initial
recognition, the portion of the lifetime expected
credit losses that represent the expected credit
losses that result from default events that are
possible within the 12 months after the reporting
date are recognised.

Stage 2: Lifetime expected credit losses - not
credit impaired

For financial instruments for which there has
been a significant increase in credit risk since
initial recognition but that are not credit impaired,
lifetime expected credit losses representing the
expected credit losses that result from all possible
default events over the expected life of the
financial instruments are recognised.
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2. TEEBER (&

(e) TRMEEHTHAME (#

2. Significant accounting policies (continued)
(e) Financial assets and financial liabilities (continued)

(iv) Impairment of financial assets (continued))

(v EREERRE (#

B=RR  2HENFEBE-FE
AR

EEMIACHEGERE 2R
HEEEETUER - FEWARR
FAEFR A 2= 12 48 85 A AN (8 T FF R TE 48
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FEWIRREBERBRE -ERERAR
EHEMFERRNESETE -

TEE B RN

EEERER  2EESHELEER
TERREARNDIGERD BHERT
MNEMERBAHRENNRER - UL
FEEMTANFERRE S KIEE
e BRAFEEERUTHEREE
MEH  UAREFEMENER - 73
A-BYSZN-EHETREENMG
SAARRRERERETNZENSEH
ZERMEESWTERRELHEER
@ o

CEESEMARAREER LML
BYRERURGEERRE S AESE
e BEahms  ERMIARL
BEERRBENEERE  XER
REFER - FERRFRRELMAAE
HE -

D =tz mnHn

Stage 3: Lifetime expected credit losses - credit
impaired

For financial instruments that have become credit
impaired, lifetime expected credit losses are
recognised and interest income is calculated by
applying the effective interest rate to the amortised
cost rather than the gross carrying amount.

Loss allowances for trade receivables are always
measured at an amount equal to lifetime expected
credit losses.

Determimmeg S[gmicant Increases 1 creait risk

At each reporting date, the Fund assesses whether
there has been a significant increase in credit risk
for financial instruments since initial recognition by
comparing the risk of default occurring over the
remaining expected life as at the reporting date
with that as at the date of initial recognition. The
assessment considers quantitative and qualitative
historical information as well as forward-looking
information. A financial asset is assessed to be
credit impaired when one or more events that
have a detrimental impact on the estimated future
cash flows of that financial asset have occurred.

The Fund assesses whether there has been a
significant increase in credit risk since initial
recognition on an individual or collective basis.
For collective assessment, financial instruments
are grouped on the basis of shared credit risk
characteristics, taking into account investment
type, credit risk ratings and other relevant factors.
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2. XEEFBR (&)

(e) TRMEEHTHAME (#

2. Significant accounting policies (continued)
(e) Financial assets and financial liabilities (continued)

(iv) Impairment of financial assets (continued)

(v EREENRE (&)

SNEREERFRBRER B ARITERK
HEABEGFERR - HiEMTA
HHENRRE BXZHUFHEN
AEBHEBEIERHANETHAY
REREEM SRRABEKEER
o tEESMT ANEERRSRT
E B AR LURI A GEE M -

EEREEEINE ZEMEES
BB RERIRME - ZFEER
ERMACERFNEESRESER
MsE o HRWE EATRMENSES
EEERSRAER

TEEYEEE

THITENEHRFEFERHZER
TEAEEHBERPRAN QA FRERR
MEEFNEESE (AMAERE
EMRE)  ERREABBEN
BNTEEESHNRERNEREELR
EHEMERINREREMERNE
B HeRMEEERE AFHEER
B EEESRBZEENREARE
HEREERRERFNEAMRL X
BT ARARRERENBEEZHNE
BTERBEEEE -

Placements with banks with an external credit
rating of investment grade are considered to
have a low credit risk. Other financial instruments
are considered to have a low credit risk if they
have a low risk of default and the counterparty
or borrower has a strong capacity to meet its
contractual cash flow obligations in the near term.
The credit risk on these financial instruments is
assessed as not having increased significantly
since initial recognition.

When a financial asset is uncollectible, it is written
off against the related loss allowance. Such assets
are written off after all the necessary procedures
have been completed and the amount of the loss
has been determined. Subsequent recoveries of
amounts previously written off are recognised in
the statement of comprehensive income.

Measurement of expected credlt losses

Expected credit losses of a financial instrument are
an unbiased and probability-weighted estimate
of credit losses (i.e. the present value of all cash
shortfalls) over the expected life of the financial
instrument. A cash shortfall is the difference
between the cash flows due to the Fund in
accordance with the contract and the cash flows
that the Fund expects to receive. For a financial
asset that is credit impaired at the reporting date,
the Fund measures the expected credit losses as
the difference between the asset's gross carrying
amount and the present value of estimated future
cash flows discounted at the asset's original
effective interest rate.
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2. TEEBER (&

2. Significant accounting policies (continued)

(f)

YA

HEEBEESRZAEFEEREMN  BF
FXRRE REBESHEBEEMD
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REZEYRA - EEEBEESOAZRTFER
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PN 32
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()

Deferred income

If a customer pays consideration, or the Fund has an
unconditional right to consideration, before the Fund
transfers a service to the customer, the Fund recognises
its contract liability as deferred income. The Fund
derecognises the deferred income and recognises
revenue when the Fund transfers the service and,
therefore, satisfies its performance obligation.

Revenue recognition

The Fund recognises revenue from contracts with
customers when it satisfies a performance obligation
by transferring a promised service to a customer, at the
amount of consideration to which the Fund expects to
be entitled in exchange for the service.

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

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.
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2. FEEBR (#F

2. Significant accounting policies (continued)

(i)

(k)
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e REFRALEEEESHAEXBHE
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ERBRERACASENRE - BN
KNEEZFERAIA  TEFARBA
BEIHATER=MEA -

(i)

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, other 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 reporting
date. All foreign currency translation differences are
recognised in the statement of comprehensive income.

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.
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Financial Statements

Notes to the Financial Statements

(Amount expressed in thousand's of Hong Kong dollars, unless otherwise stated.)

2. Significant accounting policies (continued)
() 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.

3. Changes in accounting policies

The HKICPA has issued certain new or revised HKFRSs
that are effective 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 standard or
interpretation that is not yet effective for the current
accounting period (note 22).
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(Amount expressed in thousands of Hong Kong dollars, unless otherwise stated.)

4. RKEBERESHZIA 4. Revenue from contracts with customers

2020 2019

ENERE Telecommunications licence fees
MR — D Licences - Public 322,612 339,566
MR —-E=H Licences - Private 40,579 44,523
EEERE Broadcasting licence fees 43,731 42,888
EEAE A TIRMERSE (FisE19(a)) Services provided to related 35,824 33,621
parties (note 19(a))
FEEWA Miscellaneous revenue 295 290

443,041 460,888

EEETXEEMRERMATIMRESL -
B (EREEA) K (EFERH) - £EBE
SEFFANNBENELE  TBSREAR
BEREEERBNBEBNRESE - FEKE
ARABNREE L£EESRERMUEH
RFWESET T BOEME  LUEHEE

The Fund supports the CA to administer and enforce
various ordinances including the Broadcasting Ordinance
and the Telecommunications Ordinance. The Fund's
performance obligations in contracts with customers mainly
involve licensing and regulating telecommunications
services and broadcasting services. A licensee is required
to pay service fee in advance. The Fund satisfies its

AR REE -

EREEEATRENZHN KSR ERE
RIEMAMRERY  £EESRERMUAH
RIEWERET T BOEME  WiRWE 25
A A IR B BB B P HE R AR A B

5. BIER A

performance obligation as the service is rendered and
recognises the fee over time on a straight-line basis.

For advisory and project, and frequency assignment
and protection services provided to related parties, the
Fund satisfies its performance obligation as the service is
rendered and recognises a service fee over time on a full
cost recovery basis.

5. Operating costs

2020 2019

BIRA

NS YIRS
B

THRIX

BEE

I - B RBEMITE

B EEHN
EiTEH

Staff costs 391,055 376,218
Accommodation costs 20,955 20,146
Operating expenses 26,444 27,306
Administrative expenses 9,038 32,539
Consultancy fees 762 1,965
Depreciation of property, plant 10,992 9,440
and equipment
Amortisation of intangible assets 1,097 926
Audit fees 560 405

460,903 468,945
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6. Hih (FAZ) A 6. Other (expense) / income
2020 2019
JEUANFEFIRNEFEENFIS WA Interest income from financial
assets not at fair value
HNEESFR Placement with the 15,981 20,558
Exchange Fund
IRITIFER Bank deposits 13,174 11,335
RITAEER Bank balances 2 2
29,157 31,895
HMIFWA (FFEE11) Sundry income (note 11) 3,976 6,967
BRI REREM L THRIE Amount paid on settlement of (52,517) _
(Ff¥zE20) restitution claims (note 20)
(19,384) 38,862
7. B EEERE 7. Rate of return on fixed assets
B EEENRELEUNE2ERBZBRUBTES The rate of return on fixed assets is calculated as total
EVBEFEANTIR B2EKEDF comprehensive income divided by average net fixed assets
AR FEFBFERA - FIEZHMNBHR and expressed as a percentage. Total comprehensive income

is adjusted by excluding interest income, interest expenses

RERREFRMIAWKE -BEEER
B RBERBEMNERLEE - BYK

and amount paid on settlement of restitution claims. Fixed
assets include property, plant and equipment and intangible

ARARMEE  AHMEEESAUERN assets. The Fund is expected to meet a target rate of return on
FEETEEBZERRERS.5% (20195 : fixed assets of 5.5% per year (2019: 5.5%) as determined by
5.5%) o the Financial Secretary.

@ =tz mnnn
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8. ¥1% - R R 2EH

5%
2018548 1H
B

HE T
7A2019%3H31H
2019548 1H
RE

HE T
#20205E3A31H
FEHAE
201854 H1H
FAE

HeE T E B
20193 H31H

720194818
FRITE

HE FHEEER
¥:202043A31H

IREFE
$2202043A31H

M2019%3A31H

Cost

At 1 April 2018
Additions
Disposals

At 31 March 2019

At 1 April 2019
Additions
Disposals

At 31 March 2020
Accumulated depreciation

At 1 April 2018
Charge for the year

Written back on disposal
At 31 March 2019

At 1 April 2019

Charge for the year
Written back on disposal
At 31 March 2020

Net book value
At 31 March 2020

At 31 March 2019

8. Property, plant and equipment

TR
RE

RER
RE
Furniture
and
fixtures

Rif ERSR

Equipment Computer
systems

B

Motor
vehicles

POk
Total

Land and
buildings

220,243 58,595 43,261 48,444 5,055 375,598
— 1,014 5,658 474 767 7,913

— — (1,733) (24) (559) (2,316)
220,243 59,609 47,186 48,894 5,263 381,195
220,243 59,609 47,186 48,894 5,263 381,195
— 11,705 3,334 735 1,686 17,460

- — (2,397) — (856) (3,253)
220,243 71,314 48,123 49,629 6,093 395,402
98,769 51,867 38,428 47,025 4,726 240,815
4,849 1,498 2,179 778 136 9,440

— — (1,731) (24) (559) (2,314)
103,618 53,365 38,876 47,779 4,303 247,941
103,618 53,365 38,876 47,779 4,303 247,941
4,849 2,519 2,669 614 341 10,992

— — (2,387) — (856) (3,243)
108,467 55,884 39,158 48,393 3,788 255,690
111,776 15,430 8,965 1,236 2,305 139,712
116,625 6,244 8,310 1,115 960 133,254
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9. BEE 9. Intangible assets

BB FRERRGHEER

Computer software licences and system development costs

2020 2019
5% Cost
F9) At beginning of year 16,593 13,846
"B Additions 258 2,796
HE FEH Disposals (369) (49)
FH At end of year 16,482 16,593
Sty Accumulated amortisation
F9) At beginning of year 13,161 12,284
FREHE Charge for the year 1,097 926
HE FEEEE Written back on disposal (369) (49)
FH At end of year 13,889 13,161
IREFE Net book value
FR Atend of year 2,593 3,432

10. SMEEEHFR 10. Placement with the Exchange Fund

NEESHFERESASE2, 512288 T The balance of the placement with the Exchange Fund

being the principal sum of HK$480,000,000 plus interest paid
but not yet withdrawn at the reporting date of HK$45,122,000
(2019: HK$30,322,000). The term of the placement is six years
from the date of placement, during which the amount of

8,000 B TAXRS » 451228 (2019
F:3,032288) BREREHCAREH
AREBMWAE - ZEARBHAF (HEFEXKA

) - MATREEDRASE principal sum cannot be withdrawn.
NEESERANEREFE1IBEWEES R Interest on the placement is payable at a fixed rate
HE o GEEAHESREASBAENENT determined every January. The rate is the average annual
B EEREERR = E R EEE investment return of the Exchange Fund’s Investment Portfolio
< I = bs BRE -

for the past six years or the average annual yield of three-

BEENFHEERS  URETBESES
® - TRBO% - 2020 FWEELXREHF minimum of zero percent, whichever is the higher. The interest

3.7% » 2019F BB F2.9% ° rate has been fixed at 3.7% per annum for the year 2020 and
at 2.9% per annum for the year 2019.

year Government Bonds for the previous year subject to a

@ =tz mnHnR
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11. FEUIR R % H fth FE UG FRIE 11. Trade and other receivables

2020 2019

FE U R X Trade receivables 6,747 119,510
A OREEEAIRIR Less: allowance for — —

impairment loss

6,747 119,510
JE{IEIE Advance payments 435 511
ReREMmERRIE Deposits and other receivables 214 170
7,396 120,191

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

F1 At beginning of year — 5,097
SRR A REAREE Unused amount reversed — (5,097)
FR Atend of year — —
—XEVBREN QXA XKX M BH The loss allowance of HK$5,097,000 on an amount due
500.7TE BTG REEEDELSEHES Y from a company in financial difficulties was reversed
EXEAREE201953831 B L EEE in the year ended 31 March 2019 when the amount
B AR WA BB EMER A (i was received by the Fund, with corresponding income
6) included under sundry income (note 6).

12. HEFRIEHEGER 12. Contract balances with customers
(a) EBIERRENEE (a) Receivables and contract assets
A ERBIEHNREF A ERE For services provided to licensees, the balance of
AEWES N ERERTI125 5 receivables at the reporting date is presented as trade
BUIES « BBESUEEMAYE receivables in note 11. The Fund does not have any
;s ' contract assets.
= o

Chapter 7 | Financial Results @
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12. HEFHEHNE (& 12. Contractbalances with customers (continued)
(b) EHERE (b) Contract liabilities
OB E S O 8433 FE < ZIE 19 3 The Fund’s obligations to provide services to
BIEMBENSE  EHBERRER licensees for which the Fund has received advance
2B T U A o A T R B payments from the licensees are presented as
o ) - deferred income in the statement of financial
E-SN 4 X
ﬂﬂﬁﬂq— ARREERBEBERNS position. Licensees are required to pay annual
BEHMBEATFAANRRE - TR licence fees upon issue of the licence, and on each
BENERETENERS  #1F2 anniversary thereafter during the validity period
1BERE « BB AR of the licences. Licence period for each type of
RBETASMNISRE  SEERTL licence varies, ranging from 1 to 15 years. When a
B AN SR Y T SR A 2T licensee does not pay licence fee on an anniversary
") o : date, the licence may be suspended or revoked
I B D 4 5 4 7T o 3 £
AELEQ.:. ’%,Ji:@"jfﬂﬁ ;‘E%H&Ainﬁ’% and the contract with the licensee would become
REEHREAIBERET (HHD unenforceable. The balances of deferred income
RET) BREEINEXZERK - & represent the aggregate amount of the transaction
EHSEPHE—FAERZEELK price allocated to the performance obligations that
ABBA c SEEMAREESEHW are unsatisfied (or partially satisfied) at the reporting
RERRAKSER o date. The Fund expects to recognise the deferred
’ income as revenue within one year. No consideration
from contracts with customers is not included in the
transaction price.
FRAELERALEHNEREHE5M Significant changes in the balances of deferred
T: income during the year are shown below:
EF NI BRERAGEHNRIEESF Decrease due to (114,699) (203,097)
WD AW A TR recognition as revenue
during the year that
was included in the
balances of deferred
income at beginning
of year
B U B TR A3 ROB T4 A Increase dueto advance ' 255,918 114,699
payments received
during the year

® =tz mnHmn
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13. EEEFIHEE

HREAEREARFREHRNORBL TR
EFBRERENEENRMESNMATRE
(RKFFE2(h)) °

14. EEELER
AR S EESNRE

15. 3¥RREfEE

HREDRESEHERCROABEH
B WRERREMBEENER -
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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
reporting date (see note 2(h)).

14. Trading fund capital

This represents the Government's investment in the Fund.

15. Development reserve

This is a reserve serving as a regulating mechanism to
meet the target return as well as to reduce the need for
future fee increases.

2020 2019

FUREFREER

16. {RE2Z F

Balance at beginning and 690,165 690,165
end of year

16. Retained earnings

2020 2019

FHEEER
FEAZE (BR) k&

HAFRERN B RER
FRE

Balance at beginning of year 131,578 100,773

Total comprehensive (loss) / (37,246) 30,805
income for the year

Target returns required by the (25,322) —
Government

Balance at end of year 69,010 131,578

Chapter 7 | Financial Results @
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16. RERF #

16. Retained earnings (continued)

2020518 » BUFRIE (EEESKRH)
F10(1)IEIE B E2019563 8318 1L =
BEEL2,532 28 BB ZERHR (R
7) ERBN—RBA - BEAERE 2020
FA4AH ° A2020F3A310 » € EES
TR T7672B B TNRERER - LUEER
BRABT  Z2BEAMERBSNEZE2020
FIAMALFEEZBEREEE o FFRER
EENSENRESRFBUFNERME ©
BELEESTAREBZLIR - RIE (&
BESEA) F66)c)f  BERBISE
BEHEXE - 4 EESATWEBUNNIER
By [0 IR T B8 3 5200 o

BRZEEZERRIN EEESTCHEE
3,044 2EBTHREBER (2019%F :

In January 2020, the Government directed the transfer
of the target returns of HK$25,322,000 in total (see note
7) for the three years ended 31 March 2019 into General
Revenue pursuant to section 10(1) of the Trading Funds
Ordinance. The transfer was completed in April 2020. As at
31 March 2020, the Fund had set aside retained earnings
of HK$7,672,000, being the calculated amount of target
return for the year ended 31 March 2020, for future transfer
to the Government. The actual amount and timing of future
transfer will be subject to the direction by the Government.
While the target return is entrusted to be retained in the
Fund, it will become payable to the Government upon
receiving direction from the Government and is not subject
to the Fund's disposal pursuant to section é(6)(c) of the
Trading Funds Ordinance.

Apart from the target return, the Fund had also set
aside retained earnings of HK$30,442,000 (2019:

HK$82,959,000) for restitution of excessive licence fees

8,295.9887T) - UFREFEHESH
HERE (RMEE20)

paid by licensees (see note 20).

17. IRERERIRE 17. Cash and cash equivalents

BeRIIBITERS Cash and bank balances 39,602 5,432
RITER Bank deposits 715,900 520,900
755,502 526,332
B RERRA=@A L EWRITER Less: Bank deposits with (670,000) (494,000)

original maturities

over three months
HERERES Cash and cash equivalents 85,502 32,332

@D =tz mBHR




2019/20 ZEEEHESE Trading Fund Report

.........

ceas®

Financial Statements

R AR
A TR R L

(BRIFENEE I + T2 BT - )

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

18. BRFIER Hith ki

72020538310 » EEEESHARBETH
HERPEHEENERRENT :

18. Capital commitments and other commitments

At 31 March 2020, the Fund had capital commitments,
so far as not provided for in the financial statements, as
stated below:

2020 2019

EERENEEY Authorised and 707 7,980
contracted for

DEREBEAEY Authorised but not 4,689 5,939
contracted for

BT FERESE UM BY A2 R A AR
FEEEEEF 2BRABRNIRSES
BBRBMERS (—EAXRBS) R2012
FMARLEBARBMEN [HRERIRF
&1 (GHE) - #ZBRR 201554 830H
BINRBETHE  EEESKREMUESF
THEB2008B T EBEN - T
REEBE -FR gEESCAEREHR
98. 18T (20195 : 9548 #T) -

19. BEEAN LM 5

REEHBREABFRENZZ I - EE
BATEAFEETHEMGEERSHEN
T

(@ MBEEATRMENEEEFELE
2,313.48B%8 7T (20194 : 1,962.888
7T) MBAMKERBENKRE  URE
81,2698 87T (20194 : 1,399.388
7T) WUSERIEMmMARERBEAIWE ;

19.

5,396 13,919

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$981,000 (2019: HK$954,000) to the scheme.

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:

(a) fees income for services provided to related parties
included advisory and project services amounting
to HK$23,134,000 (2019: HK$19,628,000)
and frequency assignment and protection
services amounting to HK$12,690,000 (2019:
HK$13,993,000);

Chapter 7 | Financial Results @
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19. BBEANX®YRE S (&)

(b) BEAEATRENBRBEEERAZTHS
X RENEE E2EBER  PRE
BHMEGTAIE £EESHELRE
#H%H2,567. 788t (20194 : 2,781.8
BEx) Uk

(c) MBEALTEESNYE RERH[BM
EREHREE EEETEEELE
169.388 7t (20195 : 77.88BxT) -

HEEATREREBEATRHENR
%o MERTEAARER  BRATRE
NN ERRE  WZREREEEA
TR AR AEANE - HEEA
THENEEEERZHRANRE -

202053 A3 HEBAEA LR ZNE
BRE NP HARRERA o

20. A BFAERE

B E20195F K 20205F3A310 1k » BRM
FERBBARERARS N ERENFAE
REARES - BFRRELRRBHRELR
RoOUYEEEREEASCABAXNESR
NERKRENTERBENFRR - R2018
F108  BFEBARRECLEEEERN
201853 A31AMRERAF HTAES,295.9
BB BHRBARENEERRERE
REBESANBRFNESHMBREAE - U
FRERBENARERE  RIERDER
BRARSEEE - ENMEMNERER
EEESRADEAIRMEEAERRYEE
BB E -

@D =tz | HBHRR
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19. Related party transactions (continued)

(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$25,677,000 (2019:
HK$27,818,000) on these services; and

(c) property, plant and equipment acquired from related
parties included motor vehicles and furniture. The
total amount of these fixed assets amounted to
HK$1,693,000 (2019: HK$778,000).

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

Balances with related parties as at 31 March 2020
are set out in the statement of financial position.

20. Contingent liabilities

As at 31 March 2019 and 2020, there were several
outstanding litigation cases filed with the court by licensees,
claiming for restitution of excessive licence fees paid by
them. The Government intends to vigorously contest these
claims and will be responsible for claims for those amounts
related to notional profits tax and dividends which have
been paid to the Government by the Fund. In October
2018, the Government and the CA decided that out of
the retained earnings of the Fund as at 31 March 2018,
HK$82,959,000, being the total amount of notional profits
tax and dividend retained in the Fund after deduction of
target returns required by the Government, would be set
aside for refund of licence fees to the licensees, pending
resolution of the claims for restitution. The Fund considers
that, based on the legal advice obtained, the overall
financial effect of the claims cannot be estimated reliably.
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20. HREE 7

FR - EEESARRBRBERENT S
RAZF75,251.788 7T (2019 1 &]&) o
720206F3H31H » RBREBRBERRABE
HREBRBRMEREESS,044.28 8T (2019

F

18,295.98#ET)

21. B E fEEE

(a)

(b)

REBR

AREEMARE  REBHER
ERERMTANKREAS - REMAS
BREEHEFRNNIEEESFR - EE
ESHRAT FAEZRIANRKRE
EERARE -

B E R
E¥RABESRMIANDIFES KRR
ReRBEEREREREHMKEN
BB

HREBEESB AN ST RILHE
A HBAEHEANEE AR -

FERR

FERREERMIAN-FFEER
AEBTEEMSI RS - HEZHE
BARRERE -

20.

21.

Contingent liabilities (continued)

During the year, the Fund paid a total of HK$52,517,000
(2019: nil) on settlement of part of the restitution claims and
the remaining balance of retained earnings set aside for
restitution claims as at 31 March 2020 was HK$30,442,000
(2019: HK$82,959,000).

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) Creditrisk

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.

Chapter 7 | Financial Results @
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21. BB RGER (&
(c) EERM #)

21. Financial risk management (continued)

(c) Creditrisk (continued)

EEESNEERBREZIURNIE
ESHFXR > BRIk R A & W
- EWREEATIRR - BRFIE
RITERRRITESR - EBERFHR
FERBBE  UHBEERAEEN
FERR -

AEEREFERR  METHEX
WERREBNIFRRT BELEH
EERAABEGERR - BEAK
RIZEEER12EANEREEFEN
THFE MEEETTETEHEER
WAREK -

BRAREREEFRDN - RITE
RERTEFNEEERZFOT ¢

The Fund'’s credit risk is primarily attributable to
placement with the Exchange Fund, trade and other
receivables, amounts due from related parties,
interest receivables, bank deposits and bank
balances. The Fund has a credit policy in place and
the exposure to these credit risks is monitored on an
ongoing basis.

To minimise credit risks, all fixed deposits are placed
with licensed banks in Hong Kong. These financial
assets are considered to have a low credit risk. The
loss allowances are measured at amounts equal to
12-month expected credit losses, which are assessed
to be immaterial by the Fund.

The credit quality of bank deposits and bank
balances, analysed by the ratings designated by
Moody's or their equivalent, is shown below:

2020 2019

FEERR
Aa1ZAa3
A1ZEA3

“Bst

Credit rating:

Aal to Aa3 233,400 194,130
Alto A3 522,100 332,200

Total 755,500 526,330

HAHMBETHMEEATARERE
BeBEESAGTHEBARGFERRE
o AURRHEFFEEREE -

EEESNEREEARSANES
FERBRESENZEENIREE -

D =tz mBHR

While other financial assets are subject to the
impairment requirements, the Fund has estimated
that their expected credit losses are minimal and
considers that no loss allowance is required.

The maximum exposure to credit risk of the financial
assets of the Fund at the reporting date is equal to
their carrying amounts.
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21. BB EEER ZF)

(d)

nBETRR

RBETRRER-—EEERTRER
SEMEBENEERBRIRENERE -

EEASEBRFTENREREN
ENEEESHRDES  REER
BESAR  BRYUENAEZHY
BEMNCHANESHER BAREER
SHEERBNRBES  HABES
BB FEAE

BT

MEEBIERT SR RSB M| HE
BHER - NEREBRIE-FSDIHA
FEMNERBRRRSREN R

AVPEMNEZRARRESRIANDY
EEETSNESEMRBNER -
HREBEESHNAARTERREE
MEFAEFNE  EMSFNELAR
ELEEFRNAFESET K - A
HRELFHIT R HERAEIR
MENREH A TS EHEIREEN
EENBRAL&E -

REeREBNRABEEESRIANK
RBEEREBE R TS T RS B KB
HEk EEESHHENRESRER
ZEBRRD BEIBEANFIER
B o

21. Financial risk management (continued)

(d) 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.

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.

Chapter 7 | Financial Results @
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21. RIS ER (&

21. Financial risk management (continued)

(f)

Hitb B % b2

EEESANSF1RAEEHIERESRT
HEE (MEF10) NWESHMETE
EK > R20205638310 » £2019
FEF2020F M B RE M, SHD50EE
2 (2019%F : 50fEEH) MEMEE
TENWERT  HTFEEBERD
#8262 68T (201945 | £
BRI, WA 255.288T)

A¥E

EERTSRENEBIANAT
B RBRERREE ANTSRMEE
E e MRERETSEME - AURE
oL E 14 B 5 R AR 8 B R TR B
FERATE

FEEMITASINEEAFEBASS
HMERANSEEMBERRERAS
BE o

@ =tE | HBHRR

(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 2020, a 50 basis point (2019: 50 basis point)
increase / decrease in the interest rates for 2019
and 2020, with all other variables held constant,
would decrease / increase the loss for the year by
HK$2,626,000 (2019: increase / decrease the profit
for the year by HK$2,552,000).

Fair value

The fair values of financial instruments quoted in
active markets are based on their quoted prices at
the reporting date. 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 reporting
date.

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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22, EEMEREE2020FE3A31H

22, Possible impact of amendments, new

Ab 5 B R AE B IERT ~ T
A RZ2REMTTRENE

BEEAMKERBEZA  BESTMA
BOEAZEME  FEARRE - HA
BRENEZE2020F3A31ALFEH K%
Mo NRERAERVHERRPHEMAN
15T ~ HERIRRRE -

EEESERZEMBT %ﬁﬁﬂﬂ&*ﬁ%ﬁ
BEREMEBENESELEN S EET
k- BEEEAAL  EBESSE tHE’Jinurm
REMZEET - HEARZBT AT
SHRBRRBREALE -

standards and interpretations issued but
not yet effective for the year ended 31
March 2020

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 2020 and which have not
been early adopted in these financial statements.

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