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Chairman:

Mr GLASS.

Mr Martin GLASS, Deputy Secretary for the Treasury(3):

Thank you, Mr Chairman. | believe we have aready responded that we would
support the Post Office's contention that this is a relatively small non-core service and,
therefore, it is appropriate for it to be costed on amargina basis, rather than afull cost basis.

As regards the essential core services of the Post Office, we take the view that that should
be on afull costing basis.
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Chairman:

OK. Mr GLASS, | hope the tranglation comes through aright -

Deputy Secretary for the Treasury:
Thank you, Chairman.
Chairman:

| am trying to explain why full cost is so important in a commercialy run
organisation. The Post Office is a trading fund and, therefore, it should comply with the
commercia principle why it isimportant to recover the full costsinthelong run. [£& & -
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Chairman:
Mr GLASS.
Deputy Secretary for the Treasury:

Thank you, Chairman. As we are all too well aware, the Post office is operating
In a competitive environment, both internationally and domestically. It has, therefore, to
accept the reality of difficult trading conditions which are a direct result of global and local
economic conditions and this has resulted in a less than optimal return on its average net
fixed assets. | believe the target rate of return that has been set for the Post Office is 12
per cent and, therefore, the recent results are considerably below that.

Having said that, we have always taken the view that the target rate of return is
one that should be achieved over time rather than on a year-to-year basis and, in fact, in
1997-98, because of the philatelic sales, the Post Office was able to over-achieve quite
considerably on its target rate of return. That was the reason that we set out the
development reserve with those funds that were surplus in that year in order to smooth its
operations in future years and that development reserveis till afairly healthy balance.

So the short answer to the member’ s question is, yes, | believe 1.8 per cent is well
below the target rate of return. However, we are hopeful that, as economic conditions
improve, then the financial performance of the Post Office will also improve.

Chairman:

| think Mr Tommy CHEUNG just established that the exceptional year for 1996 to
1998 — 2 years — the philatelic sales is a one off windfall and even the Post Office General,
on his own projection, cannot state a date as a date that he can at least balance the budget so
| hope your optimism that one day it will get back to optimum return is supported by
forecasts and proper projections.

Deputy Secretary for the Treasury:

Mr Chairman, it is a hope that cannot be expressed by forecasts. However, there
is a general forecast of the recovery of the economy in Hong Kong. There are certain
measures which have been set afoot by the Post Office to try and ensure it remains more
competitive internationally and it is against that background that | expressed the hope, and
it was not just in the year 1996 to 98 through the philatelic revenue that it was able to out-
perform.  Up to very recently its performance has been quite respectable.
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Deputy Secretary for the Treasury:

| do not wish to contribute but just to correct something | said earlier; that the
target rate of 10 to 12 per cent is, in fact, 10.5 per cent. That isjust for correction.

-

R 1 RFI RS W EET] 47% K 41% » 58 5 FH PRI E T 10%E1
RRERERY - (BB CH @ E A EIEHERE —JGER » AEHEER - RRV=FHE
ERGEN - TFEEIFR » FFFTE LR RRARANA - MERASER S - (B
IETEREZE

I TEZS -

FN o HATLERMA R —(HRE - SRR AN - BEERESHEE
LAt R B B AV R R - B A TR R AT AR ARG E & H Rl 2 Bl

fERHZ B GRS EoRETRfE A RE % 2 E R EREEETEa R -
i

PEER -
HBHEER -

SR o SER RIS BIERRIA « 1672 RT3 A A T P A
RWEEIGE + FEUORAEDIAR R « WER R - e shi RIBERIERaaT -
— b B TR -

E &

ReteftiE T ENY AR 2 F ALY - HEERARER - RTFAEE -

-238- Friday, 17 May 2002



EWZERMERE

Financial performance of the Post Office

EFANHE -

LR - 5B 2 WralamocEE - BB WERERZREMN - 85— EERELX
Ho NI TR 27 I Bt e K B T B ARARS B H - RIEE KR - {HA] DURRA i
FISH - (BESSAIEIEETERELEE 1,000 Faiy s - HrlpeE iRy E ;- 25
A IR EEPTRARAR 2 2 A PEE BRI RIS - AR EZ REIE -

£ 2 5 H 15 HRYEHEEIE - fE@F%R — B ZFIMEERTZHE KRR
FEIRACELEE R - (BfE R R —EHtIEE]" We admit our record keeping for overtime
justification is currently fragmented and has to be improved” « F & [ 12 75 A B I R 55
O ERZ A IR AL KR ET B E R RS E NI B P G HE 2 BB E R T
HNEE justified- TR £E Y] fE 2 fragmented- $£ %1 Appendices B1 & B4 “We have not been
able to identify relevant supporting documents to justify the overtime claim:----- "o B

HE - RIS HRIET R I E sk - (RS RGEHRERR?

T - IREZ B g/ ra i A IR OT i R EBE — T HaRE
“fragmented” » 55— 5TE X EF “not been able to identify” - B &I » 44 audit
trail ? JNIEAERAE > BZA{AI R T 2

i

PEE i -
BHEER -

ZHER - RRRT A GRENSE —#ERZN - RERFEHKIE IS e s
FitHE - WARDEREHE - I E2FFHEFORER - RRARGEE -
MRMRERRFRSE A TEFHERTT > SRBEMNTKEERE - Eell25Fat
B AR e E R B GETE -

FH_(EMEE 5 H 15 HAYEmRIEREEER TIF - IR TAGT
TGS RIRE T » SO TR B RL » AR —RME(E R R - IRERe BRI ] -
It ERASEERIMT - MBI < 5500 - BfE s [ —uhzU iR -
HFIABEIER 2 R R R s AR AIRITE I » Fe M Rl o S5 Re iz
AT -

-

-239- Friday, 17 May 2002



EWZERMERE

Financial performance of the Post Office

EFANHE -

HAME R G THEZHF A S XKL - WHEROEEL RS © K
IR E AR A S 1 A B R IR s 6 1,000 2 S THIMA In g © B REVE] R b
A EHC BT A SRR MME - (HRTE & B Ac# g5 £ 8,000 2 & T »
RERAF R/ NMEET: - AN EEEAERE E— AT E - FEHAMBER IR
DA - MiinfREERIFE - AR AL IS 2

[EIs > EHESCEEEEE“We have not been able to identify relevant supporting
documents to justify the overtime claim” - ;&2 —{E{E KA - (R OT EFE(ERY
g 2

ey
BUFIRHZ 88 EEmEH ORI EE - WA K - EEEK -
BHEER -

ERAIRS AR BAR R B AR R LA - BRI E D - B B EELD - J
ENLE ;s BHBEINTAF - FIN TR S EE N BRRE &5 W 2N L
€ - MFHFEFEE HBEE 2RI EES - RRRE ST IUHERR TIE -
2R ERRHIZEE NG - WAFRRIRERAGE check fill » R MMTHY ERIEAE
S AR R RIANE 0 BB TEfFT e S — [ ayRE - 55718 70 = (8= X
H9 N B85 - FFHESR FE B ER (3 (3 B RS sk N B AN E - H 120 {EIR(E (E A -
KR Al PAHCE T BR BB -

b3 BL % B4 A TR RAGRE - EHIE TR - BE (2 H I
BEIET BTSN 120 (EE BN HIER - S0l RPTHIBEER « HEcRpE
b b -
ET &

AT - T @
EFANHE -

T - RA LR B R R T OT AR KM - R

ERAL R AT - B T/ RS TR - TEANEE R R ALE - 5
WA - Bl ROEEEET -

l

FirBERERGEHIRMER

- 240 - Friday, 17 May 2002



EWZERMERE

Financial performance of the Post Office

i

RTANRENRREECIFRF a8 (PR R MTEFES T EER - 21T
ik 2
I TEZS -

- WATLHE 5 H 15 HESIPFR R - 55— % - BRRS A S = B AR A5 5 1A -
R ABRE N BAMT /R R @SR T o (EF 8% E SRR 002 bR (RS - By
FAE R ETHHEREERREES 59 BAEHIA - 1£ 2000-01 R SR
B E L 2,000 ZEIT - E N NESEUR B FT Ul i 5 S T BAE B BCE 1Y
AR - FEHENRTE 2 - (AR PR ERE &R - $GEE - FHEES
A DA BB R 1R T 2
ZFE -

FEEHREBENEEEER - ARRHER - R REE
oI ZHEER -

PATLRIE R LRI B OORES 2 HR—RUR 1998-99 » 1999-20 A
2000-01 “F-RE - [El#=EI 2 3.1% ~ 2.1%K 18%RIEH - MEEH - FIEATE
it 1 BPAS—E GE TR HIRRY -

ZFE -

FHAH » A2 operating loss - FFAVIEIHEE /71T - B DRI ER - 2158
EALERMBFTEIEHEE - BEREEAE R R - METE R EA
R
oI ZHEER -

FECEFH DA HIEIRE -

ZE -

fFHy » 25

-24] - Friday, 17 May 2002



EWZERMERE

Financial performance of the Post Office

B EERESERZZEE L -

WEESE 32 HFE/NFERIRR S FUE T B K E R S S IR A g - B
E 5 H 15 H{EHHY Appendix E &5 (i column B8 —i » FATT BT £ ] DA
AR HAMAR SRR E - £ R K ER T EHSIRFIRGE - KFZEGHER ? #
FSHIEFAIEE RS Appendix E 25 2 {l column HYE @25t 2 —Hk -

FTEZS -

F5E - 5 H 15 HZmEal S (F) B B 19 NES BB B K 2508 A gt i B PR B R A
AR A R - FM R E BB I TE G e 2 25311 B2 2 E BB discretion 1E
A7 — BLE YN S B B YA NER O o S L » TN ARHEAR » E RS I N AT DUFERE 2
T

FERERIEEE 2 [ZEE -

HHEELR -

FTRETERE BRI S B B A A e - A0SRRF LR ENROERY - PR3 IRIERL A
HuEAIIRIE - & R BCRT TR R -

£y
HIILL - FRAE AR nT DA 3 B IS G A S LA & -
FT#E#S -

RS2 FHT BRI EI A RERE % - BBCE 5 KB AT LA §T 80
MR - AHRERMALIE LB - SAREE TN g RS

BHEER -
BRI B A ERSE EAAR ER - BRI ORRG A BATR - ATREH B TN SRS

ik o ARG B AU TR - w] DASE e iEAgiE S B IP AR R 2 (E3R1T BRI -
FEARARFERE B ] DL S5 = EimfT -

- 242 - Friday, 17 May 2002



EWZERMERE

Financial performance of the Post Office

-

FRIVABAIEREISE R 1E - FAZIRAEF G HR= CETNE G - faal B
R ZFEREE - e DEBRARRZER  REEZERAENE - ZHS(LEAHE -

- 243 - Friday, 17 May 2002



