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Financial Results 2020/21

2020/21 was a challenging year for the OFCA Trading Fund.
This year, the OFCA Trading Fund turned to a profit of
$3.9 million from a loss of $37.2 million in 2019/20, 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 -12.8%* from -10.0%
last year, which was primarily the result of an increase in
operating expenditure.

The total revenue at HK$481.9 million was higher than the
amount of HK$476.2 million last year due to increase in
revenue from services provided to related parties as well as
sundry income (mainly from recovery of legal fees), partly
offset by drop in revenue from licence fees.

On the expenditure side, the total expenditure fell by 6.9%
to HK$478.0 million in 2020/21 mainly due to a decrease
in expenses paid on settlement of restitution claims, partly

offset by an increase in staff costs as well as depreciation
of right-of-use assets resulting from adoption of Hong
Kong Financial Reporting Standard (“HKFRS”) 16 “Leases”
in the year.

HETRALEM » URAFEERM (FBME
WEXR) 1658 TAE) 5IBERREER

* The rate of return on ANFA, the derivation of which is consistent
with that before the adoption of HKFRS 16 “Leases” to achieve
comparability, is calculated as total comprehensive income (excluding,
if any, interest income, interest expenses and settlement of restitution
claims) divided by average net fixed assets, and expressed as a
percentage. Fixed assets include property, plant and equipment and
intangible assets only.
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2020, 21 FEM SRR Financial Results 2020/21
BEEE : Highlights of the financial performance :
2020/21 2019/20
BEAT BEHETT
HK$'m HK$'m
KA Revenue 4819 476.2
o Expenditure 478.0 513.4
', (&B1R) Profit / (Loss) 39 (37.2)
EIE & & T3 ERIRE Rate of return on ANFA -12.8% -10.0%
IZA Revenue

kBB % Licence fees

Service ch
81.6% (85.5%) BR#5 & Service charges

9.3% (7.5%)

FEUWA Interest income
6.5% (6.1%)

#I8 Miscellaneous
2.6% (0.9%)

2 i Expenditure

#5E Operation

11.6% (11.1%)

T E K #8Y Depreciation & amortisation
3.8% (2.4%)

BT Staff
82.5% (76.2%)

E&R] Consultancy

0.1% (0.1%)
REBRERRNIE
Settlement of restitution claims
2.0% (10.2%)

* SR A2019, 20 EEHTF
In parentheses are 2019/20 figures
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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 53 to 86, which comprise
the statement of financial position as at 31 March 2021,
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
2021, 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 responsibriities ror the
uart of the financial statemernts 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.

I



BFTEERKRS

B EBEEEW AT FRS AT
B SR ARE S

BAEHEERHAZEEASRKERAER
RERGHMAGEMYN (BFEMBRSED)
R (SZEESHKA) ETA)IGRREREEMHEM
MBEE - URZEERHCENNGES - &
MBRRA AR RME RNV E AR

AREMBREE  BNEHEERNAEEE
EERKEAGETLENMEHEERMAEE
EESHECENRN  URTEABERTIRSE
HFFBRKERARNER T EREERES
B -

EF T BT 5 2 & 51 T B B HT
BF

RN ERERERNBRRETAFELAER
FRERME RN EAERMEREG SBRE -
I3 OERBRNBHTRE - SEFRER
KFHRE - AFERFREH BB ENLET
MEH ER R A N M EAHRML o #
BRML R L B S SE RS B - R AETME
{F31E B S FEAR EE SR B AL B BB B R R (B PO PR AF
HEEERTE » BIERIRIEE AR -

2020/21 Trading Fund Report EEESHREE

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.

Chapter 7 | Financial Results
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Report of the Director of Audit

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

Ms Hildy Chan
Assistant Director of Audit
for Director of Audit

Audit Commission
26th Floor
Immigration Tower

7 Gloucester Road
Wanchai, Hong Kong

15 September 2021
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Financial Statements

Statement of Comprehensive Income

for the year ended 31 March 2021
(Expressed in thousands of Hong Kong dollars)

Revenue from contracts with customers 443,041

Operating costs 5 (460,903)
Loss from operations (17,862)
Other income / (expense) 6 (19,384)
Profit / (Loss) for the year (37,246)
Other comprehensive income —

Total comprehensive income / (loss) for the year (37,246)
Rate of return on fixed assets 7 -10.0%

ES5TESCEIMIEEAARMFEIRKRMN—EBS ° The notes on pages 57 to 86 form part of these financial statements.
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Financial Statements

Statement of Financial Position

as at 31 March 2021
(Expressed in thousands of Hong Kong dollars)

Non-current assets

Property, plant and equipment
Right-of-use assets

Intangible assets

Placement with the Exchange Fund

Current assets

Trade and other receivables

Amounts due from related parties

Interest receivable from placement with the
Exchange Fund

Other interest receivable

Bank deposits

Cash and bank balances

Current liabilities

Trade and other payables

Provision for restitution claims

Provision for employee benefits
Amounts due to related parties

Deferred income

Lease liabilities

Target returns required by the Government

Net current assets
Total assets less current liabilities

Non-current liabilities

Deferred income

Lease liabilities

Provision for employee benefits

NET ASSETS

CAPITAL AND RESERVES
Trading fund capital
Development reserve
Retained earnings

Chaucer Leung
General Manager,

&
=

FisE
Note 2020
8 139,712
9(a) —
10 2,593
11 525,122
667,427
12, 13(a) 7,396
20 2,054
4,831
3,710
715,900
39,602
773,493
48,691
21 —
14 12,028
20 46,037
13(b) 255,918
9(b) —
17 25,322
387,996
385,497
1,052,924
13(b) —
9(b) —
14 81,349
81,349
971,575
15 212,400
16 690,165
17 69,010
971,575

Office of the Communications Authority Trading Fund

15 September 2021

The notes on pages 57 to 86 form part of these financial statements.
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Financial Statements

Statement of Changes in Equity

for the year ended 31 March 2021
(Expressed in thousands of Hong Kong dollars)

Balance at beginning of year 1,034,143

Total comprehensive income / (loss) for the year (37,246)
Target returns required by the Government 17 (25,322)
Balance at end of year 971,575

ES5TESCEIMIEEAARMFEIRKRMN—EBS ° The notes on pages 57 to 86 form part of these financial statements.
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Financial Statements

Statement of Cash Flows

#F2021538310LEEE for the year ended 31 March 2021
(LB TFTPT) (Expressed in thousands of Hong Kong dollars)
ﬂque 2020
EEIHAASRE Cash flows from operating activities
EEEE Loss from operations (17,862)
HIFWA Sundry income 3,976
HE ST - RERE Loss / (Gain) on disposal of property, plant and (17)
MEVER, () equipment
M~ SRR EMITE Depreciation of property, plant and equipment 10,992
FEREEEIRE Depreciation of right-of-use assets _
A S EE Amortisation of intangible assets 1,097
HEaBNF S E Interest expenses on lease liabilities _
FEWE Sh &% B fth FEU EhTE 7 Decrease in trade and other receivables 112,793
FEURRRE A TIERURD . (YEh0) Decrease / (Increase) in amounts due from related parties (2,054)
FE(IMRIN R HMFENTIE (Rt (Decrease) / Increase in trade and other payables 30,159
)
FE(IREEA RSN GRi4Y) /1 (Decrease) / Increase in amounts due to related parties 14,838
BIEWA GEA) /1 (Decrease) / Increase in deferred income 141,219
BEETEHBE R Decrease in provision for employee benefits (5,579)
A RRRRRERRML (T Amount paid on settlement of restitution claims (52,517)
HIFRIE
EIER (FE) Fie Net cash (used in) / from operating activities 237,045
&R
IREEA RS RE Cash flows from investing activities
NERESFIILN Increase in placement with the Exchange Fund (14,800)
EEHREA=EA U LM Decrease / (Increase) in bank deposits with (176,000)
TEZRY . (3Ehm) original maturities over three months
BEMYE  BEREME Acquisition of property, plant and equipment and (21,016)
FEE intangible assets
HE ST - RERS (Expenses for) / Net proceeds from disposal of 35
7 (%) /FS5%E property, plant and equipment
BYFI2 Interest received 27906
REIEAFRTE. (FRE) Net cash from / (used in) investing activities (183,875)
RERE
MEEEZALSRE Cash flows from financing activities
HERIE Lease payments —
BUFFIRE K B & [Rl3R Target returns required by the Government —
FEIEBEMARERE Net cash used in financing activities —
HeRERRESH (FD) Net (decrease) / increase in cash and cash 53,170
SR equivalents
FNRERERRS Cash and cash equivalents at beginning of year 32,332
FROERERRE Cash and cash equivalents at end of year 18 85,502

ES5TESCE MM AARMFEIRKRMN—EBS ° The notes on pages 57 to 86 form part of these financial statements.

Chapter 7 | Financial Results




AR
AATE R R 5E

(BRIFRYZ G + Fr i A1 LB F T8 )

Financial Statements

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

1. $25% 1. General

BtE | MBRR
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#BFI - BB B EERMAT (EREEG)
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(EBFEG) (B106E) -~ (FEEHBE
ARMEGD (58593F) - UK (BMmRA
By (5362F) M (FREMHEA) (5B
619%) - WARBRBEMEARITEM
B - EEESREBENEBETHRERA
(HHT) NEBREERRER  <EERB
BEERT - 8F

(a) BINBRFLERERFBZHVEENRE ;

(b) BERERBIRENERE
(c) MEBEM  ERRRERMAEFTEBBA
Rt « REFIERT

(d) BEERMZENMEREER LEEBAA
&R ;

(e) BT (FEFEREBEFAEMEA) UK

() BREFAXHERXRDNRATLEBFE
METRFHRF -

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 CAOQ,
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),
supports the principal activities of the CA, as follows:

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

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

(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.

I
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5 ERER Financial Statements
BAFRRTRMIEE Notes to the Financial Statements
(BRIESYZGAH + B A1 L B F T (55w » ) (Amount expressed in thousands of Hong Kong dollars, unless otherwise stated,)
2. TEFEEGR 2. Significant accounting policies
(a) FFEZER|ERR (@) Statement of compliance
AR EHRRBRBERLAZNEHRAIK These financial statements have been prepared in
EBMEREAED (WEREE  2ha accordance with accounting principles generally
EESemMASBANFRSERENAER accepted in Hong Kong and Hong Kong Financial
EHPRMLELED EHY LIRS Reporting Standards (HKFRSs), a collective term which
12) 58 - SEESINN E B e S includes all applicable individual HKFRSs, Hong Kong
BT o Accounting Standards 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.
EHEOHMASES T BTN IET The HKICPA has issued certain new or revised HKFRSs
B B TR R R AN S SIS that are first effective or available for early adoption for
WL A R ARG - LB EE E W the current accounting period of the Fund. Note 3 provides
o3 B 2 B T 2 | B 7E A B P 3R g Bk 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

ARG R AT S ST EIR S 5 SR AV E
(408) #WIRHIEES -

statements.
(b) #REBITEIRIRIVERR (b) Basis of preparation of the financial statements

AP BERROIBEER G URERKE The measurement basis used in the preparation of
HE o the financial statements is historical cost.

RS EBMIEHREENBFFIRE - The preparation of financial statements in conformity
SETEEELIE - A RER - ZF with HKFRSs requires management to make judgments,
HE s G RBReT S HRENE estimates and assumptions that affect the application of
B WREEREENKAES HHDH policies and reported amounts of assets and liabilities,
3F o LS RAARINIBE - 1T income and expenses. The estimates and associated
e E TR S R R TR A & E assumptions are based on historical experience and
s ¥ = p iy 3 N

various other factors that are believed to be reasonable

under the circumstances, the results of which form the
’ E = iy E# = 2 & 3
% AlERARSERERIEB NS basis for making judgments about carrying values of assets

%ﬁﬁé%g{ﬁmmﬁﬁﬁmgﬁg o fEETRER and liabilities that are not readily apparent from other
R RERBEFFAAR o sources. Actual results may differ from these estimates.

RMHIET - WERBEHMRABUFETHS
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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)

(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.

Property, plant and equipment

The property, plant and equipment 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. Property,
plant and equipment acquired since 1 June 1995 are
capitalised at the actual costs of acquisition or installation.

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

- leasehold land and buildings held for own use; and

- 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:

I
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B T5ER R Financial Statements

BT R RIET Notes to the Financial Statements

(BERYZEIY + B 2B L B F T itz <) (Amount expressed in thousands of Hong Kong dollars, unless otherwise stated,)

2. FEGHEE 7&) 2. Significant accounting policies (continued)
(c) M~ RERIM #B) (c) Property, plant and equipment (continued)

— HEDM  RENRESRERE

— UREET RIRBAEERR
WHEE - AIERAFEHMmESR

- Leasehold land over the unexpired term of lease

- Buildings situated  over the shorter of the unexpired term
on leasehold land  of lease and their useful lives

HNBEETE
— R 5F12%F - Equipment 5to 12 years
— ERSRE 5% - Computer 5 years
systems
— RAREKEE S5F - Furniture and 5 years
fixtures
— 54 - Motor vehicles 5 years

HE FHEME  RERBMAESE
HBREE UL ERE RS REER
HEZERREE  LNRHE 5H#H
EREEEBRRRAMER -

(d) &

HEENHERBEMBRRERARE
ReERAREERBENEERRE
A EBEERE S REEMA12E
BAZUTHERHEEREEEEEM
ENMHEMRIEEEHEHANERE
STAZEMRER -

EREEEGRMABEINRRETIIE
KpERBIEE (MEE2(f) - ZER
REERHAERREENGFAIER
FHIMEFRNBREEUBRENE -

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.

(d) Leases

A lease is recognised in the statement of financial
position as a right-of-use asset with a corresponding
lease liability at the lease commencement date, except
that variable lease payments and payments associated
with short-term leases having a lease term of 12 months
or less and leases of low-value assets are charged to the
statement of comprehensive income on a straight-line
basis over the lease term.

A right-of-use asset is measured at cost less accumulated
depreciation and impairment losses (note 2(f)). The right-
of-use asset is depreciated on a straight-line basis over
the shorter of the lease term and the asset’s estimated
useful life.
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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)

(d) Leases (continued)

The lease liability is measured at the present value of the
lease payments payable over the lease term, discounted
using the interest rate implicit in the lease or, if that rate
cannot be readily determined, the Fund’s incremental
borrowing rate. The lease liability is subsequently adjusted
by the effect of the interest on and the settlement of the
lease liability.

The lease liability is remeasured if the Fund changes its
assessment of whether it will exercise an extension or
termination option. When the lease liability is remeasured,
a corresponding adjustment is made to the carrying amount
of the right-of-use asset, or is recorded in the statement of
comprehensive income if the carrying amount of the right-
of-use asset has been reduced to zero.

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(f)).

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 non-financial assets

The carrying amounts of non-financial assets, including
property, plant and equipment, right-of-use assets and
intangible assets, are reviewed at the reporting date to
identify any indication of impairment.
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Notes to the Financial Statements
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2. FBEGFHR (7

(f) IFEMEENRE #B) (f)

2. Significant accounting policies (continued)

Impairment of non-financial assets (continued)

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 higher of its fair
value less costs of disposal and value in use.

MHIRHENR - SEEENREESREIUR
El&%ER - I ERAREBESTEEEmERRA
FEER - BEMNAWEISEAENTFERERE
/A RERERETNESE ©

(g) EHEEHEHMERE (g) Financial assets and financial liabilities

(i) Initial recognition and measurement

(i) ¥hntEsR R EHE

EERSHNEHEECRENERSR
R FEBORTRR Eth EMRIE ~ FEURER
BATIRR ~ ERFIE ~ RITERMER
ERIRITHEER

LEESTHNTRHEAEERMRIRE(
FERTRIE « SRZRRIRE R « BER
TR - FEAREATIRRREERE -

EEATAEMAEHEMIANGHE
P-AARIBERCHEERSHME
f& - ERERE  CREEREME
BRATENE > BNELHAEEBE
ERMEENELSRAEMER KN
RABWA

(i) PERHEREE

EERESHHAEEMEESIBAHR
HEBRMERAIRBIENAENE  BR
ERERMEENRNGHRERERE
WHNEBRAMESTE - BaNRERE
EBAHNESRIE - TRHEEN
R EIEIRIRIRIIEE2(g) (iv) ATt B9 TEHA
EEGIREEGTE -

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 restitution claims,
provision for employee benefits, amounts due to
related parties and lease liabilities.

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.

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(g)(iv).
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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)

(g) Financial assets and financial liabilities (continued)

(i) Classification and subsequent measurement (continued)

(iii

=

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.

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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(BRFEFYZ AN » B AT B F T 55 o) (Amount expressed in thousands of Hong Kong dollars, unless otherwise stated,)

2. FBEGFHR (7

(g) THEEREMER &)

2.Significant accounting policies (continuead)
(g) Financial assets and financial liabilities (continuead)

(iv) SR EERRE (iv) Impairment of financial assets

EEETUMBRBENRAEFENS
RMEE (FBRIEMERS) RABH=
ERERERN A A EFRREES
1B M REERAEFE R 1R R R R
BEERENED  MEREESERN
STEERBUR B 9)4n R LR EY
BEERREL

E—PEER | 12B B TEHAE AR

EBVIREERLUK - ERMITANEE
R RRIE ARG - ZHATARAEEB
BRRRERSHRI2MERAAIEE
EHENEHSIBNBRAEEHIRN
BT IARESR ©

BMEER  2HTEREEHE-JFE
ERE

EBVIREERLUR - ERMTANEE
ERARIEM  BXIHEERE " &
MEMEEEE (RRESHMIAN
BRHAESHARFE AR ERENE
5 I MTRIAEERR) TR

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. ¥ EBGEHIER &)

(g) THEERERHER &)

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

(iv) Impairment of financial assets (continued)

(iv) ERBENRE (&)

B=PEER - 2HATRIEEBIE &
HE

ESMTADRIENRE 2457
MR EUAIAT MR - BB AR
GETIRSES B ES et
R -

FEIRRB G R BIER—ERSFER
EHRMEEHENSRE -

HEE EE LA NN

ABERSH EEESHELRESRMT
ARRE B RRYIaMEE B EER TR
IR SR ERENR AR - LEHEE
RITAENEERRESAEEM - B
HMEEERUEHEREENER » U
REAREENER - ERE—HBHIZN
—EHRERMEENGFRRRERE
BRARENEN  REREEERT
EREFHEERE

EERSEEHFEER LG
BmERLUREEARE S KRS
e MARGFEMS - SRMTAKT
EEERRBFENEERE  TER
REER ~ FERRFTR A E AR
ESES

65 e

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.

Determinmg sernficant mcreéases 11 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. FEGHEE 7&) 2. Significant accounting policies (continued)

(g) sMEEHEMEE B (g) Financial assets and financial liabilities (continued)
(v) SR EERNRE (7)) (iv) Impairment of financial assets (continued)

NI EETRAISERANEBITE Placements with banks with an external credit
WEABERESER  c HHLmTA rating of investment grade are considered
EHEYRARE  BXSWFSNED to have a low credit risk. Other financial
ANEBBEEHESENBFESY instruments are considered to have a low credit
HAKEEM  eREABEEER 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.

o tEFEmMTANGSERRE R
TE 4% B ) 9aFE SR AR I S AHRIE AN -

EeRMEEEEND ZERMEET When a financial asset is uncollectible, it is written
HAAREGIEEIRIEMEE - XEEER off against the related loss allowance. Such assets
SREAENEREENETHEELER are written off after all the necessary procedures
ey o B E kTN sEe have been completed and the amount of the loss has
EREIKSTRARED - been determined. Subsequent recoveries of amounts

previously written off are recognised in the statement
of comprehensive income.

FFE S A Mezsurement of expected credit losses

ST ANEHREEHIERHZER Expected credit losses of a financial instrument
TEEERAEXRERNN AT R &R are an unbiased and probability-weighted estimate
Mg ESEE (BFSE5RE of credit losses (i.e. the present value of all cash
SWIEE) - ERELARBAK shortfalls) over the expected life of the financial
EFLEESNESAERSER 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

THEHERIINEEAEMERNE
B EeMEETRSBFLERR
B EERSREXEENRERE
HFEERRERMNRBIR A G

%TEE‘I‘EEHU?@%’_&%E’\JEEEZFQE’\J% the difference between the asset's gross carrying
Bt ETRREEEE - amount and the present value of estimated future

cash flows discounted at the asset's original
effective interest rate.
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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)

(h)

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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Financial Statements

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

2.Significant accounting policies (continuead)

K

=

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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2. FEEHEE #E) 2. Significant accounting policies (continued)

(n) WERIEERE (n) Provisions and contingent liabilities

MEBEMERENSEHRIELIRRIHEES Provisions are recognised for liabilities of uncertain
£ MXAEEEMEEEREUBT timing or amount when there is a legal or constructive
SIEEAT AT SIS RS 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

B BRAERME LSS L RE

ER AR - can be made.

NMeRWREEBEEKX X IERTEtE Where the time value of money is material, provisions are

AHESEFREESIEE R ERE - stated at the present value of the expenditure expected to
settle the obligation.

FRIEEHMETYREEEBCHEEER Where it is not probable that an outflow of economic

B RNELZTSEMEASSRNLE % benefits will be required, or the amount cannot be

ETEeURNEaBENTRRRE > BRI 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

ANHEENENTEERE ERA
EEHREERERSRASREGTHE

BRERTHRENIARE  TEUARE occurrence or non-occurrence of one or more future
BENEARE  RIFAMTHEERE events, are also disclosed as contingent liabilities
B AT BEMEARIE © unless the probability of outflow of economic

benefits is remote.

3. Gtk 3. Changes in accounting policies
BEEGHAAGES T ETHIESRIETH The HKICPA has issued certain new or revised HKFRSs
ERMBRELEN T NLEEESHASEE that are first effective for the current accounting
EREW - BERAMSHEEFSREEYN period of the Fund. There have been no changes to
SEECE kRS R T T the accounting policies applied in these financial
= » Ml E= b o

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

EEHS T B IRNEAEANATHEE N RLE The Fund has not applied any new standard or interpretation
WEYE AR 2 (M2 23) o that is not yet effective for the current accounting period
(note 23).

@) =tz awn -
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Financial Statements

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

4. Revenue from contracts with customers

BHERE Telecommunications licence fees
hRER — /Rt Licences - Public 322,612
R —-%HA Licences - Private 40,579
ERERE Broadcasting licence fees 43,731
mEEATIRERT (MIEE20(a)) Services provided to related 35,824

parties (note 20(a))

HIEBRA Miscellaneous revenue 295
443,041

EEREXERBENRBERMATSEED -
B (EREH) R (BRMEEGH) - EFE
THEZEPENNENER  TESREBAR
BHERRBNZREN[ESE - FEHE
AELERNRBFE - CSEECERERMUER
RFHIRKEIT T BREE - WIAERER
R R ARTS & o

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

ERmREA TR AR AN R B AR5 4R
RIERMRERT; - EERCEERHEEH
RFHIEKRETT 7T BROEE  HRKREEEH
BYARRUFE R R FESRARTS & -

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. EB{ERR & 5. Operating costs
BImA Staff costs 391,055
I NES I N Accommodation costs 20,955
EERX Operating expenses 26,444
THRX Administrative expenses 9,038
BB & Consultancy fees 762
M RERSIMITE Depreciation of property, plant 10,992
and equipment

EREEEITE Depreciation of right-of-use assets _
A Amortisation of intangible assets 1,097
BrEH Audit fees 560

460,903
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FEURTETIREI R EERF A
NEEEZEFR

RITEM
IR1THEER
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EEEERREXEURZEKRE (FEHE
(IEWEE) FEKA -~ FRZHARER
REPRNONIEA) RUBEEETIFERK
SAEFRASNES R - EEEMARRM (&
BRFHREED) Fleuk HE, (RMEE
2(d)) mIFERE - UELLE - BEEERBEY
F - RERBMNETLEE - BHMBEER
BE HHEERSULEINESFEEE
EBEEIFREA5.5% (20204 : 5.5%) o
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Financial Statements

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

6. Other income / (expense)

Interest income from financial
assets not at fair value

Placement with the 15,981
Exchange Fund
Bank deposits 13,174
Bank balances 2
29,157
Sundry income 3,976
Settlement of restitution claims (52,517)
(note 21) —
(19,384)

7. Rate of return on fixed assets

The rate of return on fixed assets, the derivation of
which is consistent with that before the adoption
of HKFRS 16 “Leases” (see note 2(d)) to achieve
comparability, is calculated as total comprehensive
income (excluding, if any, interest income, interest
expenses and settlement of restitution claims) divided by
average net fixed assets, and expressed as a percentage.
Fixed assets include property, plant and equipment and
intangible assets only. The Fund is expected to meet a
target rate of return on fixed assets of 5.5% per year
(2020: 5.5%) as determined by the Financial Secretary.
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Notes to the Financial Statements
(Amount expressed in thousands of Hong Kong dollars, unless otherwise stated,)

8. 1% - RiERkEM 8. Property, plant and equipment
+ih R FAR
EBE B4 e ERTS ®E HiR L]
Landand Equipment Computer Furniture  Motor Total
buildings systems E | vehicles
fixtures
5% Cost
2019F481H At 1 April 2019 220,243 59,609 47,186 48,894 5,263 381,195
E Additions — 11,705 3,334 735 1,686 17,460
HEE EIH Disposals — — (2,397) — (856) (3,253)
2020838318 At 31 March 2020 220,243 71,314 48,123 49,629 6,093 395,402
R20208481H At 1 April 2020 220,243 71,314 48,123 49,629 6,093 395,402
hE Additions — 1,239 2,628 3,094 — 6,961
HE EIH Disposals — — (1,494) (34) (179) (1,707)
12021%3831H At 31 March 2021 220,243 72,553 49,257 52,689 5,914 400,656
SEiHRE Accumulated depreciation
R2019F481H At 1 April 2019 103,618 53,365 38,876 47,779 4,303 247,941
FRTE Charge for the year 4,849 2,519 2,669 614 341 10,992
e STaNEE Written back on disposal — — (2,387) — (856) (3,243)
R202043831H At 31 March 2020 108,467 55,884 39,158 48,393 3,788 255,690
R202084818 At 1 April 2020 108,467 55,884 39,158 48,393 3,788 255,690
ERIFE Charge for the year 4,849 3,042 2,962 817 550 12,220
HE ETEHEEE Written back on disposal — — (1,486) (34) (179) (1,699)
12021%3831H At 31 March 2021 113,316 58,926 40,634 49,176 4,159 266,211
TRELRE Net book value
12021F3831H At 31 March 2021 106,927 13,627 8,623 3,513 1,755 134,445
1R20204E3831H At 31 March 2020 111,776 15,430 8,965 1,236 2,305 139,712
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9. Leases

(a) Right-of-use assets

Cost

At beginning of year
Additions

At end of year

Accumulated depreciation
At beginning of year
Charge for the year

At end of year

Net book value
At end of year

(b) Lease liabilities

Current
Non-current
Total

The table below shows changes in lease liabilities, including both
cash and non-cash changes.

At beginning of year

Changes from financing cash
flows:

Lease payments
Non-cash changes:
Interest expense on lease
liabilities
Increase in lease liabilities
relating to a new lease
At end of year
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9. A8 (#&) 9. Leases (continued)

(b) HERE #&) (b) Lease liabilities (continued)
HEaENRRSWHARSIENT - The remaining contractual maturities of lease liabilities,
FREHZBRBESHNRMENIRS which are based on contractual undiscounted cash flows,
MEFW are shown below:

—FR Within one year
—FREMEAN After one year but within —
two years
MERERERN After two years but within —
five years
A% After five years —
fit ] Total —
(c) REEKERANEZHEASHEREN (c) Expense items in relation to leases recognised in the statement
FHIEE of comprehensive income
HEaENFEEZH Interest expense on lease
liabilities
(d) fAER& R EE (d) Total cash outflow for leases
HEIE Lease payments

Chapter 7 | Financial Results
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NEESENERASEL,455. 188 T

(20204 : 5182,512.28#Em) » HP4E
8,000B B TAAESE » 6,455.18B7T (2020
1 4,512.28%87t) AERSHEAKRER
KIERWAE - RERAHAE (BHEHRHE
i) - HRTEERENAR ©

NEEESGFAFEREFIABENEERE
R - REXRAREREESEENENT
BEEREDR  A=FHBARSEL—
BEENFEHFERE  UMERRSES
5 FRB0% - 2021FEMNEERREREE
4.7% > 2020FRBE3.7% °

10. EAEE 10. Intangible assets
B ERRRGRRER
Computer software licences and system development costs
2021 2020
5% Cost
F49 At beginning of year 16,593
"B Additions 258
HE FEH Disposals (369)
Fi& At end of year 16,482
Rt Accumulated amortisation
F14 At beginning of year 13,161
FERE#H Charge for the year 1,097
HE FHEHE O Written back on disposal (369)
FiR At end of year 13,889
REFEE Net book value
FiR At end of year 2,593
11. AEE R TER 11. Placement with the Exchange Fund

The balance of the placement with the Exchange Fund
amounted to HK$544,551,000 (2020: HK$525,122,000), being
the principal sum of HK$480,000,000 plus interest paid but not
yet withdrawn at the reporting date of HK$64,551,000 (2020:
HK$45,122,000). The term of the placement is six years from
the date of placement, during which the amount of principal sum
cannot be withdrawn.

Interest on the placement is payable at a fixed rate
determined every January. The rate is the average annual
investment return of the Exchange Fund’s Investment
Portfolio for the past six years or the average annual yield of
three-year Government Bonds for the previous year subject
to a minimum of zero percent, whichever is the higher. The
interest rate has been fixed at 4.7% per annum for the
year 2021 and at 3.7% per annum for the year 2020.

R
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12. FENRMRFR R, ELth FE U R IE

12. Trade and other receivables

FEMTIRRR Trade receivables

FEfIFIA Advance payments 435

ReRHEMEWKTIE Deposits and other receivables 214
7,396

13. RERNEHIREER 13. Contract balances with customers
(a) FERFR EHWEE (@) Receivables and contract assets
BB ERRTE S E - TREH

FEMIRFREIAEERTEMIEE 12 2 51 B FEUR R
e EERSWELEMEGNEE -

For services provided to licensees, the balance of receivables
at the reporting date is presented as trade receivables in note
12. The Fund does not have any contract assets.

(b) &¥&E (b) Contract liabilities

The Fund’s obligations to provide services to
licensees for which the Fund has received advance
payments from the licensees are presented as
deferred income in the statement of financial
position. In general, licensees are required to pay
licence fees upon issue of the licence, and on each
anniversary thereafter during the validity period
of the licences. Period of validity for each type of
licence varies, ranging from 1 to 20 years. When a
licensee does not pay licence fee on an anniversary
date, the licence may be suspended or revoked
and the contract with the licensee would become
unenforceable. With effect from 1 August 2020,
licence fees of certain types of licences are to be
paid biennially. The balances of deferred income
represent the aggregate amount of the transaction
price allocated to the performance obligations
that are unsatisfied (or partially satisfied) at
the reporting date. For the deferred income
EESEME—FATERERKA - & from biennial licence fees, the Fund expects to
BRAREEREHNNRERMARS recognise as revenue within two years. For other
B o deferred income, the Fund expects to recognise as
revenue within one year. No consideration from
contracts with customers is not included in the
transaction price.

EEED R ERAMNRENFEEE
RERFBHEME - EHBIRAERAZS
RIEEWA - —RTS - FHEEEAT
EERRE - URERERREZHRN
BEEFLARYAFERBIERE -
FRBENEREARNERA - @1
FEUFAF - EFEEBREEE
HIRREFBRAHEIRE - BRERA
AEAR S B /P SR BN - MR RFREAEARET
M ARG EERIT - 2020688 1H
€ BoRENERESSmERE—
R BIEWAREERZIEERS O BE
RETT (HEBDKRETT) BHEERR
R 7B - HNEMERIM—RBIER
& SERSTRIREMEREREREFE
HEWARBBA - EREMEEWA - &
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13. AE RIS HIEER (78 13. Contract balances with customers (continued)
(b) &¥&E #) (b) Contract liabilities (continued)
FERBIEW AN EAREFELNT : Significant changes in the balances of deferred

income during the year are shown below:

EFEHF 2 REEWASEERAIFIBTESE Decrease due to (114,699)
AR AW A TR recognition as revenue
during the year that was
included in the balances
of deferred income at
beginning of year
EEAWE FEFRIEMmEE 0 Increase due to advance 255,918
payments received during
the year
14. EETEF8EHE 14. Provision for employee benefits
WAEHTHRE AMFIEHNRELTE This represents the estimated liability for employees’ annual
EEBRAKNEESHNSMESNEHas leave and obligations on contract-end gratuities payable to
(BMER2() contract sta'ff for services rendered up to the reporting date
(see note 2(j)).
15. S5 EERERX 15. Trading fund capital
ABTHEEESHRE - This represents the Government’s investment in the Fund.
16. X EEE 16. Development reserve
WREE TR EAER B AZ R R A9 58 & 5% This is a reserve serving as a regulating mechanism to meet
> WIRERRIEMKENEE - the target return as well as to reduce the need for future

fee increases.

FN R ERAERR

Balance at beginning and
end of year

690,165

BHE | HBRR
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17. (REZ2F

17. Retained earnings

FAREER
FEMRZEREE (B18)

BUATHE B B AR 1R

FHHERR

12202018 - BUFIRIR (&BESEM)

F10(1) &I TAFEE2019438310 1M
=EFEEH2,532.2BBTHEERR (R
MIEET7) EBUT—AUA - BRAEEEN
202054 B5EH ° 2021438 » BAFRT
HAMEE2020F3831H ILEESEBN
15 - A202143H31H r ¥ ERSEHET
768.5BABTHRERF] » UEFRERHG
KT > ZeBAHERENEZE2021438
31HLEERIZOHRESEE - #RBREHN
SEMEFE TR BAANETME - BEE
BESTRYBZER - RIR (EEES
&BY 6(6)(c)E - BELRAZTEERS
A o EER S BEWDIBATHIIEREF R
FHESEESNIE -

MRZBERRKN EEERSTERSE
2,079 9B BTHNREEF (20204 :
3,0442BAT) - UFREREHES M
BoREIRE (RME21) -

Balance at beginning of year 131,578

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

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

Balance at end of year 69,010

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. In March 2021, the
Government indicated that no transfer was required in respect
of the year ended 31 March 2020. As at 31 March 2021,
the Fund had set aside retained earnings of HK$7,685,000,
being the calculated amount of target return for the year
ended 31 March 2021, 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 6(6)(c) of the Trading Funds Ordinance.

Apart from the target return, the Fund had also set aside
retained earnings of HK$20,799,000 (2020: HK$30,442,000)
for restitution of excessive licence fees paid by licensees (see
note 21).

Chapter 7 | Financial Results
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18. REEEZFIRE 18. Cash and cash equivalents
HEeRIBITHER Cash and bank balances 39,602
HWITER Bank deposits 715,900
755,502
B REHRA=EA X EMRITER Less: Bank deposits with (670,000)
original maturities
over three months
RERERRS Cash and cash equivalents 85,502
19. BARIRIE R H{thkie 19. Capital commitments and other commitments
1202138310 » EEE S EFRBEME At 31 March 2021, the Fund had capital commitments,
RERPELEENEARRENT : so far as not provided for in the financial statements,
as stated below:
BEERENEEN Authorised and
contracted for
BREEEERREN Authorised but not 4,689
contracted for [
5,396

EEBARBE (—EXFHE) N2012

FlIARUEEEEE T HEEEN
REBZREFETEL  (GHE)

» UEE SRR
AR HERRERRBHEREATRZ

To help resolve billing disputes in deadlock between
Tz telecommunications service providers and their customers
by means of mediation, a voluntary Customer Complaint
Settlement Scheme (the scheme) was set up in November

2012 and administered by the Communications Association

BIFE A BREEHIRSE & - #IRR2020568

S0RMEFTHRMEHESE - EERE SR RM
BENBBRIS0RATHEE N - LUHE
B RADEF - £ S EERSERFTEIREM

86.3= AT (20204 : 98.18#7T)

o

BHE | HBRR

of Hong Kong, the industry association. By a Memorandum
of Understanding amended on 30 June 2020, the Fund will
provide recurrent funding for the long term operation of
the scheme in the amount not exceeding HK$1,500,000
per annum. During the year, the Fund had contributed
HK$863,000 (2020: HK$981,000) to the scheme.

R
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20. FREA LRI B

MREEMBBRERASFRENZZHN - L5
BATEAFEETHNEMEERZHED

*:

() MBAEATRENKRTZ CERE

3,137.9887t (20204 : 2,3134E %
70) BIFEFARBIRFBEIKE » LR
181,339.38#7T (20204 : 1,2698 #
7o) HYSERISFRARERBHKE ;

EREATIRHNRBEERQEMA
iz ~ REMME  EZRER PR
EENBFHZH  EEESHMEL
RFEHT H2,468.48 87T (20205 :
2,567.7T8#T) s UR

MEAEATBESNYE  RERS
M BEER - RAREE - SEE
EEEMELI6.TEBT (20205
169.3&#7T) o

HRAE A TR MR RE A TR HAVARTS
REIREAARES - AIRARE NS
BRE ; MERBRAMEALRMS - AR
ERNARE - AFEALHENEEEE
BEAAWE °

R2021F3831 HEREA TR ZRIEERE
HRMBIRRERA -
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20. 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$31,379,000 (2020: HK$23,134,000) and frequency
assignment and protection services amounting to
HK$13,393,000 (2020: HK$12,690,000);

expenses for services received from related parties
included accommodation, repairs and maintenance, legal
advice, central administration and auditing. In total, the
Fund incurred HK$24,684,000 (2020: HK$25,677,000)
on these services; and

property, plant and equipment acquired from related
parties included motor vehicles, and furniture and
fixtures. The total amount of these fixed assets
amounted to HK$467,000 (2020: HK$1,693,000).

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 2021 are
set out in the statement of financial position.

Chapter 7 | Financial Results @
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21. kB &G 21. Contingent liabilities

BtE | MBRR

B E2020F K%2021F3831H1E » BURAH
B AR ERPRS M RENRLE
REARERE - HARMEERREREMN
B TEREREEASERABAXNRE
MERRRBOREERER - R2018
F108 r BRBABRETEEESRN
201853831 HMREEFPTERES,295.98
A7t - AR ER B ROHRRERER
EERESNNZERTNGRNRESEE U
RZEIRENRRERE - AFRLMRE
RERMSEEE - BRFASIERER - R
T ERMBRRERAERIREMRERR
B - SEESRBE AT RMEEEHE
REBRMHNZE -

FR - SREFRENBOPREHR64.38
A7t (2020 : 5,251.7&#T) © BEZEK
ZRAPEEST - 1220214 3H31H » FBRERE
REPRAENREEFNERIES2,079.98
AT (2020% : 3,044.2885T) ©

As at 31 March 2020 and 2021, 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, other than those with provision
for restitution claims recognised in the statement of
financial position, cannot be estimated reliably.

During the year, settlement of part of the restitution claims
totalling HK$9,643,000 (2020: HK$52,517,000) was
recognised in the statement of comprehensive income and
the remaining balance of retained earnings set aside for
restitution claims as at 31 March 2021 was HK$20,799,000
(2020: HK$30,442,000).
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22. Financial risk management

(@)

Investment policy

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

Currency risk

Currency risk is the risk that the fair value or future
cash flows of a financial instrument will fluctuate
because of changes in currency exchange rates.

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

Credit risk

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

The Fund’s credit risk is primarily attributable to
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.

Chapter 7 | Financial Results
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22. Financial risk management (continued)

()

Credit risk (continued)

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:

2021 2020

Credit rating:
Aal to Aa3 153,607 233,400
Alto A3 507,700 522,100
Total

661,307 755,500

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.




RAFSERER
AT KRR

(BRIFSYZLIN » P 2 BTN B F At - )
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nBEEARER—BRETRTRSR
BEERNEEFREE RN AR

EERSEBRHAFENREEREMN
EAEERENRBES  KEER
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22. 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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22. Financial risk management (continued)

(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 11). It was estimated that, as at 31 March 2021,
a 50 basis point (2020: 50 basis point) increase /
decrease in the interest rates for 2020 and 2021,
with all other variables held constant, would increase
/ decrease the profit for the year by HK$2,723,000
(2020: decrease / increase the loss for the year by
HK$2,626,000).

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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23. BEHREREE2021F3H31 23. Possible impact of amendments, new

B 1L i R S SRBYIEET ~ #h
HARERRENAIRERE

BEEAMBHREZHZE > EBEFAQ
EERMBIAEE « HEANRERE - Hfp
BERBE2021F3A3IHEFERKRE
B RERAEAMBREPRIFINE
1E5T ~ FZERIRARRE -

EERTEMZFES FEARZEE
BEREMBEEREEENRZEETT
- EEBFAL  EEESRTHOER
RIRMZFES] - TERRZBBAKRATRE
BBV BRRBUEALE -

standards and interpretations issued but not
yet effective for the year ended 31 March
2021

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 2021 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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