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In 2018/19, Hongkong Post continued to leverage on opportunities
arising from the growth of e-commerce, and has been actively
building capacity to provide e-commerce delivery and service
solutions that best accommodate the rapidly changing mail
landscape. Despite these efforts, it has been a challenging year
for Hongkong Post due to the continuous decline in the volume
of traditional letter mail and increasing operating costs. This has
translated into an operating deficit of $224 million for the year.

The international mail scene has continued to be highly volatile this
year due to the global unfavourable trading environment and the
expected increase in terminal dues arising from Universal Postal
Union (UPU)’s discussion. The increase in terminal dues would
impact on the levels of payment that Hongkong Post would need to
pay to other postal organisations. This payment and air conveyance
costs, alongside with keen market competition, are placing further
financial pressure on our operations.

On the other hand, while the downward trend of traditional mail
volume has remained unabated, the number of e-commerce
packets coming through the postal stream has continued to grow.
In response to these changes in the mail mix, we are harnessing
technology and infrastructure development to meet the changing
needs of customers. For example, iPostal Stations have continued
to be an important channel within our last mile delivery network.
We have identified over 100 locations to expand our network in the
coming yeat.

In the longer term, we are preparing to migrate to our new
Hongkong Post Headquarters building in Kowloon Bay by 2023.
Studies on the redevelopment of our Air Mail Centre at Hong
Kong International Airport have been completed, with a view to
enhancing our handling capacity to capture further growth in
e-commerce. These enhancements in our local operations are
designed to bring about greatly improved efficiencies which should
in turn lower costs in the long run.

In the year ahead, Hongkong Post will continue to explore a wide
range of initiatives to generate new revenue streams, capture
new business opportunities and contain costs. We will continue
to remain vigilant in the face of challenges that may arise, and be
ready to respond quickly to changes in the postal environment.

L

-

Cathy CHU

Postmaster General
and General Manager of the Post Office Trading Fund
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IZA Revenue (BrEEETT HKS milion)

$151 $164

2018/19
48%E Total ; $5,626

I —AREFIERRFS General Mail Services

L5 R R EFS A Philatelic Products and Postal Stationery

I ZAIE A Miscellaneous Revenue

BHHE

2018/ EE -EABNBEEE 12.4 EHHM4
(S B T9E 340 BHERE) o

BB42 Mail Volume (EEf milion items)

18/19 908

17/18 959

$5,311

Financial Performance

In 2018/19, Hongkong Post’s total operating revenue and
expenditure were $5,626 million and $5,850 million respectively,
resulting in an operating loss of $224 million. The rate of return on
the average net fixed assets was -8.7%.

EB{ER A Operating Costs (FBHEEST HK$ milion)

$405

2018/19
4B%8 Total : $5,850

$2,626 J $2,819

I BIREZ Staff Costs
—RARERF5IE(ERISX General Mail Operating Expenses
I {7EXREsZ Administrative Expenses

Mail Volume

In 2018/19, Hongkong Post processed 1.24 billion mail items (or a

daily average of 3.4 million items).

1,241

1,173

16/17 1,059 1,224
15/16 1,058 1,197

B AmEE
14/15 1,038 1,212 Local Mail
' L : ' ' I EEE
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E-commerce Solutions

» e-Express Service was further extended to cover Mainland China,

Finland, Ireland, Belgium, Portugal, Poland and Turkey, i.e. 33
destinations in total.

* Hongkong Post has set up multiple platforms to facilitate

the submission of electronic customs declarations for postal
items. Apart from the "EC-Ship" and "My Speedpost” online
platforms, customers can also make use of our newly built “Easy
PreCustoms” online platform - a one-stop solution to input
Customs information and print out posting form.

iEﬂ_s.ﬁ’litntiu;n, F
4

* We are extending the network of iPostal Stations to 100 more

locations by 2020 to facilitate customers to collect their mail
items at selected locations unconstrained by the opening hours
of post offices. We are also recruiting more online merchandisers
to include iPostal Stations as a collection option for online
shoppers.

Implementing Technology

¢ To enhance customer experience, three postage label vending

machines providing a wider range of preset-value postage labels
and postage enquiry function were put on trial in December
2018. We aim to phase out all existing stamp vending machines
by early 2020.

* The Hongkong Post Mobile App was revamped in January 2019,

featuring an easy-to-use interface with upgraded functions.

IVE =¥ F. 3
c ERBHEHETHEEAEREEREET
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- BARBHREE: 97.7%
 TKIERBENMERE: 98.3%
- BERENREE 96.0%

H I 2018 FF 8 AL FHS B F BAIARTS
EHERERRERHEZNELERF B RE
% TR 4t 31k 43 Wi SR B ED 4 BY 88 R e ELAh B2 ER (S
HRBEMIAE  BREIMNME -

TEPS RERFZ . RFBENR 2019 FE7BER
EREBHE AREREZ—EENNERE
RECEENHERIVNERS -

RTHBERIEBUARSENXIE  HMAFRES R
ERREBRERFHENES UEHRTEK
BERBMEZEG L - HMETH TEURS
MEM—GEEBB R 8 REZREER
MEEBEERBE AL 2018, M RIS SIGELEE
iREL -

HABMBEHR 2018/19 | Hongkong Post Annual Report 2018/19

Customer Focused Services

Our regular customer satisfaction survey shows that customer
satisfaction rate with Hongkong Post’s services in 2018/19 was as
follows -

* Overall : 98.3%

» Counter services: 97.7%
* Delivery services: 98.3%
* Hotline services: 96.0%

In August 2018, we introduced the Post Office Box e-Notification
Service. With simple registration, box renters can receive mail
collection notices and other notifications related to the Post Office
Box Service through their email address without additional charge.

The EPS EasyCash for Senior Citizens service was extended to
all post offices in July 2019, providing a convenient means for
senior citizens to withdraw small amounts of cash in their local
community.

To inculcate and sustain a customer service culture, we actively
participate in the activities of Hong Kong Association for Customer
Service Excellence, such as regular meetings and research
committee on customer service. Our project, “Transformation
of Counter Services through Integrated Postal Services System
(IPSS)”, won the Silver Award (Digital Transformation Award) in
the Customer Service Excellence Award 2018 conferred by the
Association.

c AR NHEBRERBUEEBARTSEOEE

b EEREERR BB AL ERIFEGHE
B M2018 FHRHBERABIAR, - ZRIEXRE
BEBEERIATHBEFERIARSHNEH

Our efforts in driving service excellence and nourishing
organisation wide customer-focused culture are internationally
recognised by the Association for Talent Development (ATD) and
we were granted the ATD Excellence in Practice Award 2018. The
Award recognises organisations that have achieved success with
talent development solutions that drive business impact.
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SERfIEE Philately Promotion c R EHHAETRNBY 2B « We continued our efforts to create a safe workplace and

« TE2018/19 FE - BEEBBET T 3EXTES
BROLC SRR

cHMALSTERESEREREBR, R TABK
BMAE R A ERTRRERBRE TEE
NRAY ) BB RFETHRFNERNBF
Ak 30 MBR - BRNAFHRIBFRER
TRBENREZ BERXHERD-

* Weissued 13 sets of commemorative and special stamp products

in 2018/19 covering a wide range of themes.

* Special stamps were issued to mark the inauguration of “The

Hong Kong Section of the Guangzhou-Shenzhen-Hong Kong
Express Rail Link” and “Hong Kong-Zhuhai-Macao Bridge”.
In the stamp issue of the “Characters in Jin Yong’s Novels”,
we introduced the first specially designed stamp booklet that
contained 30 stamps of fictional martial arts exponent Zhang Wuiji
in various tai chi poses, which was well received by the public.
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foster a strong safety culture by organising regular training on
occupational safety and health matters for our staff.

Through the PostCare Club, Hongkong Post staff and retirees
together with their family members organised activities to
show their care for the less privileged in the community. These
included arranging visits to the elderly during festive seasons and
organising regular free tutorial classes at the Caritas Centre for
children from underprivileged families.

We took part in a number of programmes seeking to help young
people to make a smooth transition from schools or universities
into the workplace during the year. These included:

* the Job Tasting Programme under the "Life Buddies”
Mentoring Scheme, organised by the Commission on Poverty;

« the Mentorship Alliance Programme for Non-Chinese Speaking
Secondary School Students, organised by the Caritas Youth &
Community Service; and

* the Job Shadow Day under the Job Shadowing Programme
organised by Caritas Hong Kong.

R g

Corporate Social Responsibility

ERMERE

c EANBERERE S E—EREORNE » We continued to engage in a range of efforts to protect the

208 F EARAUBE ENERERBETD
BBE+ARB2EXR R +ERPBHEK,
BETRMEZERAENRFENERERR
HRAHEBNE N - RAT2RATHRER (F
B B2 g M THIR—/EF 2019, ~ FEH
IR REBWH TEERM 2018, REEBITEHEM
B TR 2B ERKITE 2019, °

environment. In 2018, we received the Special Award for Top
10 participants with largest areas of Indoor Air Quality (IAQ)
Certification in 2018 and Special Award for Premises joining the
Certification Scheme for 10 years in recognition of our continuous
efforts to achieve good IAQ. We also participated in “Earth
Hour 2019” organised by the World Wide Fund for Nature Hong
Kong (WWF-Hong Kong), the “Tree Planting Challenge 2018”
organised by Friends of the Earth (HK), and the “Lai See Recycle
and Reuse Programme 2019” organised by Greeners Action.

10
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International Cooperation 2018/19 2018/19 2019/20

R E £
» Hongkong Post participated in the Universal Postal Union (UPU) as i =R B

B (REXH) ZBE—F RHSAZE a member of the China delegation. Throughout the year, we took Targets  Achievement  Targets
HEEBBEERNGENEZS -FT2HRE part in various initiatives and activities organised by the UPU. In
1 s . . : . .
EB%EBE&%%%E%‘@AIEL% E\’\J%’u%;glz:ﬁﬁﬁﬁ addition to regular UPU Postal Operations Council Meetings, we 3t 5 Bl B2 EE Local and International Mail
[E7 2018 & 9 A% 3% 2 i b 52 22 3R B9 55 B 36 also attended the UPU Extraordinary Congress held in Ethiopia in
Eﬁi@%iwﬁggt EE%:&,%I[;IHB%?)Z ?}J%%ig ig%g% September 2018. Hongkong Post maintains an active presence in ! }J’gé!j%gljﬂ;kimﬁﬁﬂéﬁ&ﬁ%ﬁJ\?A%#ﬂﬂﬁ?éﬁiﬁﬂ%%ﬁﬁ?&% RIS ET—ET
zEEﬁ] 0 B ﬁéiﬁ’ﬂgiﬁ,ﬁ Iﬁﬂ;ﬂ(?ﬂf‘/ﬁ o M7 201; E)he Asllan_Pagmc EOStal U.mon ]EA:PLLJJ)I’DS tvglonal pdosctjalhnetAV;oPrLlj Small Letters: De!iver locally posted ordiqary and registered Small Letters, post'ed 99.0% 99.9% 99.0%
o = 5 o 7= perating under the auspices of the . We attended the before the advertised latest time for posting, to local addressees by the following
FORURETEMRMRTHNL AMBATES Executive Council Meeting in Vietnam in June 2018, where we working day
TR MBBEESNESBRRE—SING . - L L
I R S B A o S e exchanged views on regional policies in the postal field and REUEHRIPE : AHBE LB R HALEHRBONNHBERIRE TR
- - e considered ways of further enhancing international cooperation. SHEMELERATREWREA
. . . Large Letters and Packets: Deliver locally posted ordinary and registered Large 99.0% 99.8% 99.0%
c DNRRFFEBBSEEB 1995 FM IR Hongkona Post has served as a governing board member of the Letters and Packets, posted before the advertised latest time for posting, to local
EENB—EETEEEEEERE - R B ngkong governing b _ _ addressees within 2 working days
PR TR AT EBRA AR ESES S Asia Pacific Post (APP) Cooperative since its establishment in
% BILEETABRNE IS BRI 1995. During the year, we participated in the APP Cooperative 2. RELEREBHERRBESMIIRERE
= = ; ; Deliver Bulk Economy mail items according to the standards specified in the Service 99.5% 99.9% 99.5%
S Management Board Meeting in an effort to promote greater Loaflot
regional co-operation among postal administrations within the eatie
 EERBHRN 2018 F 11 BHETEHSERKE Asia-Pacific region. 3. BHAMBUAERBH T HEOETERAIKERTFA 99.5% 100% 99 5%
( E32) ) BB RN BT S B ++ Deliver Hongkong Post Circular items within 4 working days after the day of posting =0 ’ 7
Wioix o EheRE M TR E, ERMEES In November 2018, Hongkong Post attended the Association ans o . SO o e v 7
} ) . ) 4. O ~ SR 20 R 5 AR TR EB AR AN A B BB R RS A 32 35 BN AT B LA R ARG BRI X =
BIRAEE AR UMK iHHRR BRI of Southeast Asian Nations (ASEAN) Postal Business Meeting, Eﬁiﬁﬁﬁiﬂﬂgﬁﬁﬁﬁﬂ'1E2E?E¥E7§F}EIE =AY : AR =R
B BN ESE- ASEANPOST++, held in Singapore. The meeting was an Despatch outward ordinary, registered airmail and iMail items, posted before the
opportunity to exchange views with representatives from advertised latest time for posting, to the designated air carrier, subject to availability
 ERAHBAASE — AR B E  51E other ASEAN countries with the objective of strengthening and of flights
REABNSBHEBARMEREENTEE coordinating ASEAN collaboration in the postal sector. Ak INEMES - BB EAN T—ETER
ERBFNRR - TR TBAMSRFHRNEE Non-peak periods ' Small Letters: Within the same day or the following 99.0% 99.8% 99.0%
EIERIAE A BB 5 KB IR A BN E I The Kahala Posts Group (KPG) is an alliance of postal working day
BhHE-E208F 7 EBTHHEETHNE inistrati i iecti -
:;ﬁﬁi‘b‘ b A SR B L administrations .Wlth the objective of e!evatlng the performance of AR RIS - BSEHETERN
'LA;”L G itintiot it alicints the Express Mail Service (EMS) and Air Parcel services across the Large Letters and Packets: Within 2 working days 99.0% 99.9% 99.0%
gﬁﬁ é% ’ %ﬁ@’; i?\z fiﬁig;ﬁiﬁ%i network. The KPG now comprises 11 major postal administrations, following the day of posting
M HY AT AE N CIEZE3 TR /A =] S e . . . .
Asia-Pacific, North A dE - - o -
L1 2 R » L 2 R R T L E 5 encc;mpassmgI sia-Pacific ) or merlcandar;I huropeanI Sk | INEE AR E R - 85RO ETEEN
Iy markets. In July 2018, Hongkong Post attended the annua Peak periods ' Small letters, Large Letters and Packets: Within 4 90.0% 99.9% 90.0%
KPG CEO Meeting in Australia. Topics discussed at the meeting working days following the day of posting
include developing global customs requirements for postal ‘ . .
advanced electronic data, strengthening operational efficiency > AL EERMSFE DI EB R M LIERRIRERIEA
) ) . T . Deliver inward ordinary and registered airmail items within 2 working days after 99.0% 100% 99.0%
in collaboration with airlines and ground handlers, and extending arrival in Hong Kong
cooperation with regard to the handling of tracked packets.
6. AMRAOBENELZH/EBEREIERNKESS NEMTRETETINE
BRI EfthithE B =@ TERAIKE *
Deliver local and inward parcels within 2 working days after day of posting or arrival, 99.5% 99.6% 99.5%

to Hong Kong, Kowloon and major commercial and industrial areas in the New
Territories, and within 3 working days to other areas "
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HOZFEBE RPN EERFEARE BRI R TR RRIE X IR E R AN ZE
NE BERFEESMIE

Despatch outward air parcels, posted before the advertised latest time for posting, to
the designated air carrier, subject to availability of flights

JESIEHR’ v mELTIERA
Non-peak periods' Within 2 working days
ElEHR" i HETIERA
Peak periods " Within 5 working days

EOARERETEME AWM S BIFEAIRS BT AT SRR IR X E 15 E BB
HMmZERE - BAREEEMBE

Despatch outward bulk air mail items, posted before the advertised latest time for
posting, to the designated air carrier, subject to availability of flights

JES LR’ _ =EIERA
Non-peak periods ' Within 3 working days
SlEHR" i TEIEXA
Peak periods " Within 7 working days

HOS@EBHNR B EREAIRE BTy R R IR X =15 B B I AV
ZERE BAREE G

Despatch outward e-Express items, posted before the advertised latest time for
posting, to the designated air carrier, subject to availability of flights

JESIEHR _ BEEAX T —EILEX

Non-peak periods ' Within the same day or the following working day
miem' BEEMETIERR

Peak periods " Within 2 working days following the day of posting

HHREIE R A ERHEIE Speedpost and Local CourierPost

10.

12.

FHIREIR L PIHARFS 12 RS B R A E PR SR 2E R R O e 1
Prowde pick-up service for Speedpost items within the period as specified in the
Service Information Sheet

HORERBGMNIEEBIREAIRES RS EREEMERR BERES
B

Deliver outward Speedpost items accepted before the specified latest times for
posting to air carriers on the same day, subject to availability of flights

ADSSREREA TN EF RIS AR E— B TER AR EREA
Deliver inward Speedpost items on the same working day for items arriving before
6:00a.m.""

B BURIE I R IR R E AR 2RI

Deliver Local CourierPost items according to the standards specified in the Service
Leaflet

14

2018/19
B
Targets

99.0%

90.0%

90.0%

90.0%

99.5%

99.5%

99.5%

99.5%

2018/19
]

Achievement

99.9%

99.9%

99.6%

100%

99.5%

99.9%

99.5%

99.9%

2019/20
BiF
Targets

99.0%

90.0%

90.0%

90.0%

95.0%

90.0%

99.5%

99.5%

99.5%

99.5%
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2018/19
BiF
Targets
HE{iBR% Retail Business
14, FEENRRABEDE 10 DERERMERE " o
o . ’ i 98.0%
Serve customers within 10 minutes during non-busy hours
15, K/ BBMERAE 25 HHABRMERS "R N 98.0%
Serve customers within 25 minutes during busy hours or peak periods "&" i
6.  ME{IRRFAREE SEEEAI TIER 15 DRSS 0
) i B o ) 98.0%
Reset private franking machines at counters within 15 minutes
7. EDKEE A TERIEAETE M TIER 15 DERNTER
Deliver products under the Local Standing Order Service at counters within 15 98.0%

minutes

S ER K ERiDER & M Philately & PostShop Products
18, EEERFBERTEHENE A M BRETENIS

Make products available for collection under the Local Standing Order Service on the 100%
first day of issue of the related special stamps

9. AENBmETERNIEEEBIRESELEATIFRAFTHEEIINAMETERR
ARFSFrETRBRY B

Despatch overseas and mainland orders within 5 working days from the first day of 100%
the relevant new stamp issue or the date of the order as confirmed by Hongkong Post
20. RUWFIRAEEBENANELERNNZRRETIRANFE
Open new philatelic accounts within 6 working days from date of receiving the 100%
application
21 RIREIZAH B REE B R B s R e B 7N B TIER BT TR dn K U A
Deliver local orders for PostShop products within 6 working days from date of 99.0%
receiving the order
EF1%:5HRIE Certification Authority
22, GETFIHEEIFRATHREESMESBMNE FiZERFEMNBE "
Complete processing of applications for Hongkong Post e-Cert within the working
days stipulated below":
« BFES (BAN) =X - BFEE (HHB) +x
. e- Cert(PersonaI) 3 days . e- Cert (Organisational) 10 days
99.0%
- BFES (MNE) +x - BFHES (ARSE) +x
+ e-Cert (Encipherment) 10 days < e-Cert (Server) 10 days
R HIRTE Hotlines
AN iy AT
23 %?E—EEH ’] 12* W?ﬁgﬁ,m%ﬁ 900%

Answer calls to Hongkong Post Hotllnes within 3 rings, i.e. within 12 seconds

2018/19
&R

Achievement

99.9%

99.9%

100%

99.5%

100%

100%

100%

100%

100%

99.3%

2019/20
BiR
Targets

98.0%

98.0%

98.0%

98.0%

100%

100%

100%

99.0%

99.0%

90.0%
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2018/19 2018/19 2019/20
Bz xR B
Targets  Achievement Targets
IR =R B ARIEAVEREE Application for Postal Services
24, TEHEETITERATTHEE FHIRBNESE !
Complete processing of applications for the following services within 5 working days ":
- HBEHE - FRMAMBEENE
Post Office Boxes Use of Private Franking Machine
« ARAERSTHHREIRS o DHEIRRES
Opening of Deposit Accounts for Redirection Service
posting of mail in bulk
EMETERATEMR IR T HIRRFERIRE ¥ 100% 100% 100%
Complete processing of applications for the following services within 4 working days ":
. fSECIEPARTES o EERLITRE
Freepost Business Reply Service
- BIEEELQERE
International Business Reply Service
25. —EAIFRATREESBEBUEREZFREIERE
Complete processing of applications for Hongkong Post Circular Service by the 100% 100% 100%
following working day *
26. —EAILERASEMEERTEIERFEERE
Complete processing of applications for Permit Mailing Service by the following 99.0% 100% 99.0%
working day
G Notes:

Vi.

vii.

et
5

S —O—NEMNAE+AR-ZOZOF=H-

BEHR: _O—hEF+—AEZ0-0%=A-
TR AR T RN

SEAOEERSETEE  SHMEICEFNERGNEE
E - BAIREHRSIEE (BEE—AUKRTA - tAM+A
WRE—EEH) - SBERENZEICRRER BRI BRBHEE
BHE BB SAERERD  URAFZHNERMNE - S8
BSAZEMHEICHR RSIEIHE -
BRIEHEENBEXHNENESES ARPARTSH
SEBIRFENER RSN UK EEEAR (NER) ME -
AREHR (BFEHR) M ERERS - BHERUTREHR—
BIER KB AREIR AR RE  RERIBE—BIEX:E
SEE B ERFTRERMALSE  hIE - B2
R REHE -

ARBRE (BFEH8) Y EKIERTS - BHRUTRERR—
BIEXR EF A REREERBHEREE T —EIER LFNE
AR TRIERGIBE— B TIEX : 18758 ~ fhal  FBRAITE
BRILATE ~ FPRLED  ERGHET  BLET R B ERAE

HEEBHHNRFAREER UK ERE AL THRBE R
' ERARARBRTEER

i.
ii.

iii.
iv.

Vi.

vii.

Non-peak periods: April - October 2019 and March 2020.

Peak periods: November 2019 - February 2020.

Not applicable to bulk posting acceptance counters.

Peak periods include the first day of issue of philatelic products, seasonal pressure
periods such as Christmas, Lunar New Year and the peak collection periods for
government bills (i.e. the whole month of January and the last week of April, July
and October). The busy hours of post office are set based on customer flow, service
transaction time and staffing of individual post offices. Details of busy hours and
peak periods for individual post offices are displayed in the public halls of the post
offices concerned.

Subject to the receipt of all the required documents, fulfilment of the terms and
conditions of the specific services and payment (if applicable).

Delivery service is not available on general holidays and Sundays. One more
working day is required for delivering items arriving or posted on the last working
day before long stretches of holidays for Easter, The Birthday of Buddha, HKSAR
Establishment Day, Mid-Autumn Festival, Chung Yeung Festival, Christmas and
Lunar New Year.

Delivery service is not available on general holidays and Sundays. One more
working day is required for delivering items arriving after 6:00 a.m. on the last
working day before and up to 6:00 a.m. of the first working day following a long
stretch of holidays for Easter, The Birthday of Buddha, HKSAR Establishment Day,
Mid-Autumn Festival, Chung Yeung Festival, Christmas and Lunar New Year.

Sundays and general holidays are excluded for the purpose of determining the date of
posting or arrival in Hong Kong for all mail items and for performance measurement
under the performance pledges.

16

M5 RIR
FINANCIAL PERFORMANCE

EHEHMER 2018/19

B ELERS Post Office Trading Fund

18
19
22
23
24
25

26

FEHR

B EERES
EENER
REEHR
RERER

R ERRAMIEE

Key Figures

Report of the Director of Audit
Statement of Comprehensive Income
Statement of Financial Position
Statement of Changes in Equity
Statement of Cash Flows

Notes to the Financial Statements

17

Hongkong Post Annual Report 2018/19



TEHR
KEY FIGURES

B EBLEEESE Post Office Trading Fund

@
(b)
©
(d
©
)
(9
h)
(0]

B P=oEIEES

WA (UE BB T

S (UEBETE)

EF (B518) (UFEHETE)
MHE (UEEMHE)
BEBEERE (UEBEHBT)
EEN (BAS/RERENIY)
BURRIEM A (H7T)

HEA#

Rate of return on Fixed Assets
Revenue (HK$ million)
Expenditure (HK$ million)

Loss from operations (HK$ million)
Traffic (Million items)

Capital Investment (HK$ million)
Productivity (items per man-hour)
Unit handling cost (HK$)

Total number of staff

2019

3]
Performance
-8.7%

5,626

5,850

(224)

1,241

152

140

2.16

6,918

2018

RH
Performance
-3.6%

5,016

5,161

(145)

1,173

94

139

2.1

6,881

B EERHBS
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REPORT OF THE DIRECTOR OF AUDIT

B ELERS Post Office Trading Fund

B85 5047 BB BT
i F

B EE AT

BiriZg

ER

LEAREERRBAIENFE 22 E48HM
BRECEESUBRT ZFTMBEREER
200 3R ANMBRAR BEZBLEE
MEEWEXR EnE2HRNBERER UM
BHRROMWE QRETEGHERBE-

BRA ZEMBERREREBESB M ASHE
AN CE BV BERSER) EE M 5 iMh fx it SR
EEEEEMN 209 FE3AIEMNRAKEERZ
HIEFENEERRERRESRE LEKE (EE
BEESEGN(F430F)F74) BRAARENAR

ERNER

HERR(ZEEZKRA) F70) KRREFEN
B ERETES RRBRFTERNMARIEDN
BE HBNERE FARYEREFTR
FIENEE, B0 REZFER RBIUNEEK
ECEES VERZAFEBITHMERSE-
HEGE RFAEGHNSHRIERCTENEEMS
HNBHAERRMER -

Audit Commission

The Government of the Hong Kong
Special Administrative Region

Independent Auditor’'s Report
To the Legislative Council

Opinion

| certify that | have examined and audited the financial
statements of the Post Office Trading Fund set out on pages 22
to 48, which comprise the statement of financial position as at
31 March 2019, 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 Post Office Trading Fund as at 31 March
2019, 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 Audiitor’s responsibilities for the audit of the financial statements
section of my report. | am independent of the Post Office 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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BHESEESAEERMBEEERM
ARBHEE

BRECEETHCEAEERBEBGSHMAR
TRBH(EBMHFRSERDR(EEEZHL)D
FIGFREEEMRENHUHRE UKEE
HEANBRBEERSHEEI /AL ENAIE
B EMBEREAFERNGFNBERMERNE
K SHRBRA o

EREVHREE BREEEESREERS
BEBNEEEESHELENREN URHE
ERBATHREAKBECEAMNER LUK
BIEEFATER-

EFTAIR M BHR B MAREBHRE

HNERENBREMBERRES I FRERNRERK
FHERMENNEAHERRANESIERE -
THEHBEERTRNEAMRS G ERERS
KPRRE  ERERRIZEST BESFEETH
B ERERAEANEMNERBRBRL - $#H3R
Bt B A EREF R EE R 51 E - MRS IEFRHEFE
BISCERERITEX EMBRREBEMFHE
BRE  RIGWARIFE AR -

EREEAEZBSFENETESNBES KT
EREXAHIRFEXRRECE -HTG:

- AN EERFRERMERYBRRER
BAERRANERE ) REFTRAITEIZFUE
HELERR; URRSEREMEENSERE
FRARSROER BN REFIRE I RBR B
EBRER ERRL EERMERNE
T B REFERERMFMERERHRE AL
MR BREZFERNERMEREAS

Responsibilities of the General Manager,
Post Office Trading Fund for the financial
statements

The General Manager, Post Office 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, Post Office 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, Post
Office Trading Fund is responsible for assessing the Post Office
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.

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

- identify and assess the risks of material misstatement of the
financial statements, whether due to fraud or error, design and
perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis
for my opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control;
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A .
BERERHE;
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- 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 Post Office 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, Post Office Trading Fund;

- conclude on the appropriateness of the General Manager,
Post Office 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 Post Office 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 Post Office 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 @ manner that achieves fair presentation.

aﬁm
Ms Hildy Chan
Assistant Director of Audit (Acting)

for Director of Audit
9 October 2019

Audit Commission
26th Floor
Immigration Tower

7 Gloucester Road
Wanchai, Hong Kong
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STATEMENT OF COMPREHENSIVE INCOME

HZE 2019 £ 3 B 31 HLIEEE for the year ended 31 March 2019
(BT TSR Expressed in thousands of Hong Kong dollars)

B ELEESE Post Office Trading Fund

REZREHZIEA
BIFEmA

EFEE
Htl A

FE (B8) /&
Hth2mE W

FEAZE (5R) /a

%26 E 48 BN A LM B REN—HD

Revenue from contracts with customers
Operating costs

Loss from operations
Other income

(Loss) / Profit for the year
Other comprehensive income

Total comprehensive (loss) / income for the year

Rate of return on fixed assets

22

FitaE
Note

2019

5,626,092

(5,850,495)

(224,403)
147,210

(77,193)

(77,193)

-8.7%

The notes on pages 26 to 48 form part of these financial statements.

2018

5,016,030

(5,160,509)

(144,479)
152,398

7,919

7919

-3.6%

M5 R =R

STATEMENT OF FINANCIAL POSITION

#2019 £ 3 B 31 H as at 31 March 2019

(AT ITIFT Expressed in thousands of Hong Kong dollars)

B ELERS Post Office Trading Fund

FERBEE

W Rt Rastt
B EE
REHIWEES
SNEREER

MBEE

A

FE R TR R B fth FE U RR IR
FEURREIE A LIRR
FEWSMNER 7T B

BRBSR A BNEEES
ST
ReRR(THER

mBEE

FEAS R B ELMhFE AT RRIE
FESRAIE A TIRR
EEEFEE

MEEEFE

REERZRBAR

FRBER
EEEFIEHE

BEFE
BERKf#E
EEESELX
BREE

REEF

-

ENTL
HREZERESELE
201910 H9H

—

%26 E 48 ENMEAEMBREN D
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E
Note 2019
Non-current assets
Property, plant and equipment 2,480,987
Intangible assets 113,071
Held-to-maturity securities 10 =
Placement with the Exchange Fund n 2,413,523
5,007,581
Current assets
Stocks 8,717
Trade and other receivables 12@) 285,631
Amounts due from related parties 12(@),19 25,471
Interest receivable from placement with the 17,258
Exchange Fund
Debt securities measured at amortised cost 13 202,605
Bank deposits 1,963,500
Cash and bank balances 198,979
2,702,161
Current liabilities
Deposits and receipts in advance 12(b) (371,113)
Trade and other payables (1,677,374)
Amounts due to related parties 19 (375,799)
Provision for employee benefits 14 (77,648)
(2,501,934)
Net current assets 200,227
Total assets less current liabilities 5,207,808
Non-current liabilities
Provision for employee benefits 14 (466,650)
NET ASSETS 4,741,158
CAPITAL AND RESERVES
Trading fund capital 15 2,495,059
Development reserve 16 243,664
Retained earnings 17 2,002,435
4,741,158

L

Miss Cathy Chu
General Manager,

Post Office Trading Fund
9 October 2019

The notes on pages 26 to 48 form part of these financial statements.
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2018

2,481,706
105,871
203,061
2,307,384
5,098,022

7,352
380,307
22,223
26,172

1,475,957
242,230
2,154,241

(338,686)
(1,152,023)
(366,485)
(77,649)
(1,934,843)
219,398

5,317,420

(477,395)

4,840,025

2,495,059
243,664
2,101,302

4,840,025
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STATEMENT OF CHANGES IN EQUITY

= 2019 £ 3 B 31 HILFEEE for the year ended 31 March 2019
(LUBMF IR Expressed in thousands of Hong Kong dollars)

B ELEESE Post Office Trading Fund

FYEEH Balance at beginning of year

RRMEBMHREEDF 15 5%
MfEHBIEEE (HIEE 3(b))

ERENENGR

FEE2E (BR) /R
FHRIGER

Adjustment on adoption of HKFRS 15 (note 3(b))

Balance at beginning of year, as adjusted

Total comprehensive (loss) / income for the year

Balance at end of year

%26 E 48 BN A LM B REN—HD
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2019

4,840,025

(21,674)

4,818,351

(77,193)

4,741,158

The notes on pages 26 to 48 form part of these financial statements.

2018

4,832,106

4,832,106

7,919

4,840,025

EHEHMER 2018/19

RBERER
STATEMENT OF CASH FLOWS

HZE 2019 £ 3 B 31 HILEEE for the year ended 31 March 2019
(AT TTIFTR Expressed in thousands of Hong Kong dollars)

B ELERS Post Office Trading Fund

ERITESIBNARBRERET

FEURIRTR KA R D
FERRAE A LiIRTRIG N
FEMIRR ~ 2 K FRUGRRIRIE I

FEfSRAE A LIRFRIGN
EEEHB R
BNREMNEH

REZERANEE PR

REHEENRERE
[REHARA =188 L _ERRITERR D

SNEESTER (180) /#
BEYE RERBMNBTEE
HEME  RE RSB

BUF &

EEBEENRETE Cash flows from operating activities
EERIE Loss from operations
ME- RERSBMINE Depreciation of property, plant and equipment
E S ERN Amortisation of intangible assets
HE/iEYE RER Loss / (Gain) on disposal of property, plant and
2316518/ (B&F) equipment

Unrealised foreign exchange gain on financial
instruments

Decrease in receivables and stocks
Increase in amounts due from related parties

Increase in payables, deposits and receipts in
advance

Increase in amounts due to related parties
Decrease in provision for employee benefits

Notional profits tax paid

Net cash from operating activities

Cash flows from investing activities

Decrease in bank deposits with original maturities
over three months

(Increase) / Decrease in placement with the
Exchange Fund

Purchase of property, plant and equipment and
intangible assets

Sale proceeds from disposal of property, plant
and equipment

Interest received

(A1) /REREEENREFEE

Net cash (used in) / from investing activities
RWERERIREILINFEE Net increase in cash and cash equivalents
FYNRERERRE

Cash and cash equivalents at beginning of year

FRIVFEERERRE

Cash and cash equivalents at end of year

% 26 E 48 ENMEAEMBREN D -
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FiaE
Note

2019

(224,403)
117,249
25,426
787

(77)

95,081
(3,248)
528,117

27,976
(10,746)

556,162

(106,139)

(160,726)

107

154,888

(111,870)

444,292

1,718,187

2,162,479

The notes on pages 26 to 48 form part of these financial statements.

2018

(144,479)
110,261
17,102

@)

(1,976)

74,386
(1,966)
490,136

19,892
(19,605)
(7,921

535,828

641,313

120,355

(157,233)

67

97,045

701,547

1,237,375

480,812

1,718,187



B %5 % = Mt 5

NOTES TO THE FINANCIAL STATEMENTS

(BREFRIEERRSN  SRALUBIS T U™ -

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

B ELIERS Post Office Trading Fund

1. —fRER

BIIERTE 1995 7 B 19 BiRE (S ERSIEH) (5
430 E) F 34 K6 IRIBIBRE E1995F 88 1H
MIUBHRESERS (BEED) -

CEESHNTIEX R BRME—RIBB K MERT - I
£2000 F1 B AR ZEKER REEFRE
BR#S ° H2 2007 F 4 Bie - BEFREREAEEESE
BHEMERM -

2. FEEFHER
(a) FFSHERIZEE

EHBREERBEBATINGHRUKAEE
RANEBHBHREER (LARMRE EPEES
B AGEBNIAERNERNERBMER
SEABRGHERRRRE) GH - SERESR
MEREETBEREEMT -

ERGHNASES T E T REETNER
MBS RN KA G A AERE RS AIE R
R BERESREERMEPEBNEINMS]
BEAUBRRRMNESH ARG HANE
SHBURRERE (105 SACHIEE 3-

(b) SREBI I ROERE

MBBRRVBREMIURERFEFE -

RUTEEBYHREENNMHBRRTEEE
R FER ~ (TR ARER © % FHIE - EEtRBRR
SRETHBERNER UREERSRNKA
B3 HE 2 IRAREE - R F L RARRR RER - 1998
DB RAMEERMBER TRIAASENRER
MHlET - R A RMBR SR HEE B ER
BItE G KRR ERHEHMEEREENR
HENER - S ERNABREEEHRTRE -

ZEMHRERRREFRHER - METRF
BAEH - ARMEITSEEHESTRUENEESD
BN BERARRRNG A BRAETESE
ZHAR R AR EAR ST -

EERSTEMGHBER AL RH KA MR R
BYE St FIET - BB AR RIEHNRR  HAERSH
EEHBRTPREENFBEMRER &2 BN
EXEAR SREENABNIRASEEREX
TEIEET -

BE208F3 A3 HLEFENETHERHUFTE
ENNE UEAEEESERFEEMBRERN
EHRA-

General

The Post Office Trading Fund (the Fund) was established on 1 August 1995
under the Legislative Council Resolution passed on 19 July 1995 pursuant to
sections 3, 4 and 6 of the Trading Funds Ordinance (Cap. 430).

The principal activities of the Fund are provision of general postal and
ancillary services, and electronic authentication services after the Fund
became a Recognised Certification Authority in January 2000. With effect
from April 2007, electronic authentication services are provided through a
contractor under the supervision of the Fund.

Significant accounting policies

(a)

(b)

Statement of compliance

The 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 judgements, estimates and assumptions
that affect the application of policies and reported amounts of assets
and liabilities, income and expenses. The estimates and associated
assumptions are based on historical experience and various other
factors that are believed to be reasonable under the circumstances, the
results of which form the basis for making judgements about carrying
values of assets and liabilities that are not readily apparent from other
sources. Actual results may differ from these estimates.

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

There are no critical accounting judgements involved in the application
of the Fund’s accounting policies. There are also no key assumptions
concerning the future, or other key sources of estimation uncertainty at the
reporting date, that have a significant risk of causing a material adjustment
to the carrying amounts of assets and liabilities in the next year.

Certain comparative figures for the year ended 31 March 2018 have been
reclassified to conform to the current year’s presentation of the Fund’s
financial statements.
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Amount expressed in thousands of Hong Kong dollars, unless otherwise stated.)

EELIERS Post Office Trading Fund
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Significant accounting policies (continued)

()

(d)

(e)

Property, plant and equipment

Property, plant and equipment appropriated to the Fund on 1 August
1995 were measured initially at deemed cost equal to the value
contained in the Resolution of the Legislative Council for the setting
up of the Fund. Property, plant and equipment acquired since
1 August 1995 are capitalised at the actual cost 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(e)):

- land classified as held under a finance lease and buildings held for
own use situated thereon;

- other buildings held for own use appropriated to the Fund. The
land is regarded as a non-depreciating asset; and

- plant and equipment, including furniture and fittings, plant and
machinery, motor vehicles and computer systems.

Depreciation is calculated to write off the cost of items of property,
plant and equipment, less their estimated residual value, on a straight-
line basis over their estimated useful lives as follows:

- Land classified as held
under a finance lease
- Buildings situated on

over the unexpired term of lease

over the shorter of the unexpired term
leasehold land of lease and their estimated useful lives

- Other buildings 20 to 40 years

- Furniture and fittings 5 years

- Plant and machinery 7 to 15 years

- Motor vehicles 4 to 5 years

- Computer systems 5 years

Gains or losses arising from the disposal of property, plant and
equipment are determined as the difference between the net disposal
proceeds and the carrying amount of the asset and are recognised in
the statement of comprehensive income on the date of disposal.

Intangible assets

Intangible assets include acquired computer software licences and
capitalised development costs of computer software programs.
Expenditure on development of computer software programs is
capitalised if the programs are technically feasible and the Fund has
sufficient resources and intention to complete development. The
expenditure capitalised includes direct labour and cost of materials.
Intangible assets are stated at cost less accumulated amortisation and
any impairment losses (note 2(e)).

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 years.

Impairment of fixed assets

The carrying amounts of fixed assets, including property, plant and
equipment and intangible assets, are reviewed at each 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 exceeds its
recoverable amount. The recoverable amount of an asset is the greater
of its fair value less costs to sell and value in use.
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Significant accounting policies (continued)

(f)

Financial assets and financial liabilities

(i

(i)
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Initial recognition and measurement

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

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

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
from 1 April 2018

After the adoption of HKFRS 9 "Financial Instruments” (note
3(a)), the Fund classifies all financial assets as subsequently
measured at amortised cost using the 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(f)(v).

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 payments
or receipts 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 paid or received
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 the effective interest
method.

The Fund reclassifies a financial asset when and only when
it changes its business model for managing the assets. A
financial liability is not reclassified.
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Significant accounting policies (continued)

(f)

Financial assets and financial liabilities (continued)

(iii)

(iv)

(v)
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Classification and subsequent measurement
prior to 1 April 2018

Under HKAS 39 "Financial Instruments: Recognition and
Measurement”, the Fund’s non-derivative financial assets with
fixed or determinable payments that were not quoted in an
active market and which the Fund had no intention of trading,
were classified as loans and receivables and were carried
at amortised cost using the effective interest method less
impairment losses, if any (note 2(f)(vi)).

The Fund's held-to-maturity securities were non-derivative
financial assets with fixed or determinable payments and fixed
maturity which the Fund had the positive intention and ability
to hold to maturity, other than those that met the definition
of loans and receivables. They were carried at amortised cost
using the effective interest method less impairment losses, if
any (note 2(f)(vi)).

The classification of the Fund’s financial liabilities and their
subsequent measurement prior to 1 April 2018 were the same
as those from 1 April 2018 (note 2(f)(ii)).

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.

Impairment of financial assets from 1 April 2018

After the adoption of HKFRS 9 (note 3(a)), 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.
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Significant accounting policies (continued)

(f)

Financial assets and financial liabilities (continued)

(v)

30

Impairment of financial assets from 1 April 2018
(continued)

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 instrument are
recognised.

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.

Determining significant increases in credit 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.

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.
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Significant accounting policies (continued)

(f)

(9)

(h)

Financial assets and financial liabilities (continued)

(v) Impairment of financial assets from 1 April 2018
(continued)

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 credit 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.

(vi) Impairment of financial assets prior to 1 April
2018

The carrying amount of financial assets were reviewed at
each reporting date to determine whether there was objective
evidence of impairment. If any impairment evidence existed,
an impairment loss was recognised in the statement of
comprehensive income as the difference between the asset’s
carrying amount and the present value of estimated future cash
flows discounted at the asset’s original effective interest rate.
If in a subsequent period, the amount of such impairment loss
decreased and the decrease could be linked objectively to an
event occurring after the impairment loss had been recognised,
the impairment loss was reversed through the statement of
comprehensive income.

Stocks

Stocks consist of postage stamps and aerogrammes held in the stamp
vaults at the Headquarters. They are stated at the lower of cost and net
realisable value. Cost is determined using the first-in, first-out method.
Net realisable value is the estimated selling price in the ordinary course
of business, less the estimated costs necessary to make the sale.

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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Significant accounting policies (continued)

Contract liabilities

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

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or amount
when the Fund has a present legal or constructive obligation arising
as a result of past events, 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.

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
of the Hong Kong Special Administrative Region (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 Mandatory
Provident Fund Scheme are charged to the statement of comprehensive
income as incurred.

Notional profits tax

The Fund has no tax liability under the Inland Revenue Ordinance
(Cap. 112). However, prior to 27 December 2017, the Government had
required the Fund to pay to the Government an amount in lieu of profits
tax (i.e. notional profits tax) calculated on the basis of the provisions of
the Inland Revenue Ordinance. The accounting policies adopted by the
Fund for notional profits tax were as follows:
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Significant accounting policies (continued)

U

(m)

Notional profits tax (continued)

(i) Notional profits tax expense for the year comprised current tax
and movements in deferred tax assets and liabilities.

(ii) Current tax was the expected tax payable on the taxable
income for the year, using tax rates enacted or substantively
enacted at the reporting date, and any adjustment to tax
payable in respect of previous years.

(iii) Deferred tax assets and liabilities arose from deductible
and taxable temporary differences respectively, being the
differences between the carrying amounts of assets and
liabilities for financial reporting purposes and their tax bases.
Deferred tax assets also arose from unused tax losses and
unused tax credits.

All deferred tax liabilities, and all deferred tax assets to the
extent that it was probable that future taxable profits would
be available against which the assets could be utilised, were
recognised.

The amount of deferred tax recognised was measured based
on the expected manner of realisation or settlement of the
carrying amounts of the assets or liabilities, using tax rates
enacted or substantively enacted at the reporting date.
Deferred tax assets and liabilities were not discounted.

The carrying amount of a deferred tax asset was reviewed
at each reporting date and was reduced to the extent that it
was no longer probable that sufficient taxable profit would be
available to allow the related tax benefit to be utilised. Any
such deduction was reversed to the extent that it became
probable that sufficient taxable profit would be available.

However, the Fund is no longer required to pay notional profits tax
with effect from 27 December 2017. The balance of notional profits tax
payable and the balance of deferred tax liabilities as at 27 December
2017 were derecognised, with corresponding income recognised in the
statement of comprehensive income for the year ended 31 March 2018
(see note 6).

Revenue recognition

(i) From 1 April 2018, after the adoption of HKFRS 15 “Revenue
from Contracts with Customers” (note 3(b)), the Fund
recognises revenue from contracts with customers when it
satisfies a performance obligation by transferring a promised
good or service to a customer, at the amount of consideration
to which the Fund expects to be entitled in exchange for the
good or service. Prior to 1 April 2018, revenue from postal
services was recognised as the services were provided.

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

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

(n)

(o)

(p)

Terminal dues and charges

Cross-border mail service requires cooperation between postal
operators in different countries or regions. The costs for delivery of
mail items incurred by the postal operator in the destination country or
region have to be recovered from the postal operator in the originating
country or region. Such costs are terminal dues for letters, and
charges for parcels and express mail service (collectively referred to as
terminal dues and charges). The rates applicable to terminal dues are
determined by the Universal Postal Union every four years. The rates
applicable to parcels can be adjusted according to inflation whereas
those applicable to express mail service are determined by individual
postal operators annually. Nevertheless, a postal operator may enter
into bilateral agreements with another operator to determine the rates
of terminal dues and charges.

Terminal dues and charges recoverable from other postal operators are
included under Revenue from contracts with customers - General mail
services (note 4). Terminal dues and charges payable to other postal
operators are included under Operating costs - General mail operating
expenses (note 5).

When a new rate of charge for a period is being negotiated between the
Fund and another postal operator, the amount of charges during that
period will be determined based on an estimated rate, which is equal
to the rate in force for the preceding period. If the new agreed rate of
charge is different from the estimated rate, an adjustment representing
the difference between the amount of charges calculated under the new
agreed rate and that under the estimated rate will be recognised in the
year the new rate is agreed.

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.

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.
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Changes in accounting policies

The HKICPA has issued certain new or revised HKFRSs that are effective
for the current accounting period. None of them impact on the accounting
policies of the Fund except for the adoption of HKFRS 9 and HKFRS 15 as set
out below.

The Fund has not applied any new standard or interpretation that is not yet
effective for the current accounting period (note 22).

(@) HKFRS 9 “Financial Instruments”

HKFRS 9 replaces HKAS 39. It sets out the requirements for recognising
and measuring financial assets, financial liabilities and some contracts
to buy or sell non-financial items.

The Fund has applied HKFRS 9 retrospectively to items that existed as
at 1 April 2018 in accordance with the transition requirements without
restating comparative information. The carrying amounts of the items
as at 1 April 2018 have not been impacted by initial application of HKFRS
9. The nature and effect of the changes to previous accounting policies
are set out below.

Classification of financial assets

HKFRS 9 classifies financial assets into three principal categories:
measured at (i) amortised cost; (ii) at fair value through other
comprehensive income; and (iii) at fair value through profit or loss.
These supersede HKAS 39’s categories of held-to-maturity investments,
loans and receivables, available-for-sale financial assets and financial
assets at fair value through profit or loss. The classification of financial
assets under HKFRS 9 is based on the business model under which the
financial asset is managed and its contractual cash flow characteristics.

The Fund'’s financial assets previously classified as loans and receivables
(carried at amortised cost) were reclassified to financial assets
measured at amortised cost (note 2(f)(ii)). The carrying amounts as at
31 March 2018 were the same as those as at 1 April 2018.

The Fund’s debt securities previously classified as held-to-maturity
securities (carried at amortised cost) were reclassified to debt securities
measured at amortised cost. The Fund intends to hold these securities
to collect contractual cash flows which consist solely of payments of
principal and interest. The carrying amounts of the debt securities as at
31 March 2018 were the same as those at 1 April 2018.

Impairment of financial assets

HKFRS 9 replaces the “incurred loss” model in HKAS 39 with the

“expected credit loss” model. The expected credit loss model
requires an ongoing measurement of credit risk associated with a
financial asset and therefore recognises expected credit losses earlier
than under the “incurred loss” accounting model in HKAS 39. The
Fund applies the new expected credit loss model to the financial assets
measured at amortised cost (note 2(f)(v)). The initial application of the
new impairment requirements had no impact on the carrying amounts
of the financial assets as at 1 April 2018.
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EHEBLIERS Post Office Trading Fund B ELZIERS Post Office Trading Fund
3. BFIEERME (E) Changes in accounting policies (continued) 4. REEFSHZBA Revenue from contracts with customers
(b) FHRBREHAE 15 TRKBAZESY (b) HKFRS 15 “Revenue from Contracts with Customers”
2 A 2019 2018
ERMFMELEDFE 15 FEIFETLEHZI HKFRS 15 establishes a comprehensive framework for recognising
AMEFRAZEER K TEELHELSE revenue and some costs from contracts with customers, replacing . )
BETMA L ME N TREGH, - BEBHBR HKAS 18 “Revenue” and HKAS 11 “Construction Contracts” . REBERRE General mail services Al 4,705,364
AR 15 SERSI AN BER T SR HKFRS 15 also introduces additional disclosure requirements which aim O E Do
BHREANERAETHRREZTRENELEZRAK to enable users of the financial statements to understand the nature, RBRRIBIA Sptgltliitne;:(: products and postal 164,096 157,651
HERENHE S8 RKEATEEE - amount, timing and uncertainty of revenue and cash flows arising from y
contracts with customers. AW A Miscellaneous revenue 151,435 153,015
RIBEERTE S EESDRIEEEEBMBER In accordance with the transition requirements, the Fund has elected 5,626,092 5.016,030
SERE 15 KB WER 2018 &£ 4 B 1 BATH to apply HKFRS 15 retrospectively only to contracts that were
RERHNEL MAEHYIREEERER not completed before 1 April 2018 without restating comparative o v - N
information. SEESHEANENMERTHNEEEE  R—K The Fund’s performance obligations in contracts with customers mainly
MBAMERS EREERLATERBIZGEE involve general mail and ancillary services. A customer is required to pay a
R20184E 4 A1 BB EEE BIRREELSE The impact of transition to HKFRS 15 on retained earnings at SHENREE  REENEERESRIRELIZ ARG fixed amount of service fee for each service in advance, or opt to have service
15 SEEREARANFENT: 1 April 2018 is as follows: R#% & - S BEETRERBAETEMEE LiRKRE fees being charged monthly by opening an account with the Fund. The Fund
IVS=F %ﬂﬁ PUE - EIRERE TR EE A & satisfies its performance obligation as the service is rendered and recognises
BRIEFRERF AR FEUR A Deferring revenue recognition for mail in-transit (14,268) BERSRUIREIBITE ST LR R EG AR the fee over time on a straight-line basis. For services provided to postal
RRIREREE - operators, the Fund satisfies its performance obligations as the services are
BRI EEEN Increase in refund liabilities (7,406) rendered and recognises terminal dues and charges over time on a straight-
line basis.
2018 & 4 B 1 BIRERFIH/\FEE Net decrease in retained earnings at 1 April 2018 (21,674)
ERNEERARBAYESE  EEEREE S For sale of philatelic products and postal stationery, the Fund satisfies its
TREERAE BB REENE 15 35 5y The following table summarises the estimated impact of adoption of EERESNETAMEE LERHZDNE - pertformancl(j ob||gat|or.1 andf rﬁcogmdses revenue at a point in time when a
EEESHE 209383 HEEERNEZE HKFRS 15 on the Fund’s statement of comprehensive income for the Customer takes possession of the product.
Hﬂlﬁﬁ%&ﬁ’:“ 2019 £ 3 B 31 N BRI RHNF year ended 31 March 2019 and statement of financial position as at
&, 7'5%7&1_1@tt@ﬁ?ft‘tbﬁﬁiﬁﬁiqﬂﬁé}ﬁﬁj 31 March 2019, by comparing the amounts reported under HKFRS 15 in . 0 ti t
i‘“iﬁiﬁal 15 SEFTSA 2R » ARB A these financial statements with estimates of the hypothetical amounts 5. EEMA perating costs
HEHHRE ARG ENE 18 5L§ﬁ'ﬁ3|5§,%5ﬁ“ that would have been recognised under HKAS 18 if the standard had
AR 15 SEFATHESDARERAE SR - TREBR continued to apply to the current reporting period instead of HKFRS 15.
RNBEBMHBREERE 15 SRR ENDIE: The table shows only line items impacted by adoption of HKFRS 15: 2019 2018
BRE B ERE:
BREER RN BT -
215 9E 247 s PR 15 BT Staff costs 2,818,743 2,722,768
ESEAEE] SEIERTR A
Amounts sFFE SR Difference: —RREFIEERY General mail operating expenses 2,626,213 2,059,504
reported in Hypothetical Estimated
accordance amounts impact of HEREEE Rental and management charges 233,055 223,740
with under adoption of
HKFRS 15 HKAS 18 HKFRS 15 e R o5 Depreciation and amortisation 142,675 127,363
HE 200 F 38 N HIEFEZERGERNDIE: Line item in the PRITHER Central administration overheads 18,543 14,245
statement of
comprehensive hIGEEER Marketing expenses 8,980 10,565
income for the year
ended 31 March 2019: B 8 Audit fees 2,286 2,324
Aé\\
REFFEHZWA Revenue frqm 5,626,092 5,649,922 (23,830) 5,850,495 5160509
contracts with
customers
72019 £ 3 B 31 HRMBER AR DIE: Line items in the
statement of financial
position as at
31 March 2019:
& KTl TRIE Deposits and receipts 371113 347,283 23,830
in advance
RERF Retained earnings 2,002,435 2,026,265 (23,830)
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6. HfthlgA

REUTIEUATHETIIRN SR E ERF SHA
REBH A ESBNERES

REHRNES

SNERETER

RITE™

RITAEER R Hfth
RN REN SR KELRRARE

12017 12 B 27 BAl- LR EXFAEEESRBUA
SNBEFNEHRERRE-R 2017 E12 827 B £8%
RH—REARBAEBEERERNATEEESNEE
BREELFIR - REZFIR B (EERESIRG) B
BAEFEZEERSNRETEEIEZHAREN
TSR AR EROSHER

BERER BB T BT -8 2017 F12 B 27 B
FrEEERESHEABABNZREMNERKERE R
2017 E12 B 27 B A% 405.6 BB THEMSIEFE
ik 4,522 BETHNIEER B ENEHITERTH
HET - MABRAUR A BIFEEIE 2018 €E 3 B 31 HLEMEE
PERERAREDR -

7. BEREEEEE

BEEEERRREUA2EME (FEEFN SWANF
BXxH) BUEEEETIIFEMSNEN L -EEE
EREME RERSVNEVEE - BHEEESS
FEINETEEBREIRER 2.6% (2018: 2.6%) " It
HBFHM AR RERE

Other income

2019 2018
Interest income from financial assets not
at fair value
Debt securities measured at 9,838 —
amortised cost
Held-to-maturity securities = 9,823
Placement with the Exchange Fund 97,227 74,601
Bank deposits 39,248 18,274
Bank balances and others 897 424
Derecognition of notional profits tax = 49,276
payable and deferred tax liabilities
147,210 152,398

Prior to 27 December 2017, the Government had required all trading funds to
pay notional profits tax and dividends to the Government. On 27 December
2017, the Court of Final Appeal handed down its judgement in a judicial
review case concerning the Office of the Communications Authority Trading
Fund. According to the judgement, it was an error of law to construe the
Trading Funds Ordinance as permitting the inclusion in budgets of the trading
fund of projections for notional tax or dividends.

Subsequent to the judgement, the Government made a change in financial
arrangement whereby all trading funds are no longer required to pay notional
profits tax and dividends to the Government with effect from 27 December
2017. The balances of notional profits tax payable of HK$4.056 million and
deferred tax liabilities of HK$45.220 million as at 27 December 2017 were
derecognised, with corresponding income recognised in the statement of
comprehensive income for the year ended 31 March 2018.

Rate of return on fixed assets

The rate of return on fixed assets is calculated as total comprehensive income
(excluding interest income and interest expenses) divided by average net
fixed assets, and expressed as a percentage. Fixed assets include property,
plant and equipment and intangible assets. The Fund is expected to meet
a target rate of return on fixed assets of 2.6% (2018: 2.6%) per year as
determined by the Financial Secretary.
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EHEHMER 2018/19

Property, plant and equipment

Cost

At 1 April 2017
Additions
Disposals

At 31 March 2018

At 1 April 2018
Additions
Disposals

At 31 March 2019

Accumulated
depreciation

At 1 April 2017
Charge for the year
Written back on disposal

At 31 March 2018

At 1 April 2018
Charge for the year
Written back on disposal

At 31 March 2019

Net book value

At 31 March 2019

At 31 March 2018

AT
Land and
buildings

3,268,907

(31,360)

3,237,547

3,237,547

3,237,547

984,114
26,605
(3,724)

1,006,995

1,006,995

26,357

1,033,352

2,204,195

2,230,552

39

REKEE
Furniture and
fittings

479,058
30,079
(24,676)

484,461

484,461
71,966
(31,115)

525,312

406,749
22,471
(22,823)

406,397

406,397
27,382
(29,710)

404,069

121,243

78,064

R

Plant and
machinery

578,016
8,315
(7,809)

578,522

578,522
11,144
(2,586)

587,077

441,753
38,387
(3,886)

476,254

476,254
38,037
(2,586)

511,705

75,372

102,268

Hongkong Post Annual Report 2018/19

B
Motor
vehicles

73,888
5,234
(5,142)

73,980

73,980
11,970
(7,278)

78,672

58,823
6,646
(5,094)

60,375

60,375
6,898
(6,886)

60,387

18,285

13,605

Computer
systems

118,095
15,817
(10,588)

123,324

123,324
23,558
(20,942)

125,940

59,746
16,152
(9,791)

66,107

66,107
18,575
(20,634)

64,048

61,892

57,217

st

oy

Total

4,517,964
59,445
(79,575)

4,497,834

4,497,834
118,635
(61,921)

4,554,548

1,951,185
110,261
(45,318)

2,016,128

2,016,128
117,249
(59,816)

2,073,561

2,480,987

2,481,706
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10. BEHmRES

RFE S UM AT
- RERLT FBEHA—FUL

1. HEEEER

SNERSZAERR A 24.135 BT (2018:23.074 18
HBIT) Heh 217 EH87T (2018:21.7 B8 ) AXd

2.435 {EH T (20181 1.374 EH7T) MIARESHEA
IR1E R ARIREF S ER AN E (HERE’ET)
HARTREIRE A -

SNEREEFRFEREE 1 BEENEESXHE-
ZRERREERBMAGBEAENTHEEREN
B N=_FHBNESE LI —REENTIEE
MENEESE TIRA 0%°2019 FEEBXHEF
2.9% 2018 EABE 4.6%°

Intangible assets

BTG ERRRR
R
Computer software licences
and system development costs

2019 2018
Cost
At beginning of year 234,472 298,629
Additions 33,108 34,609
Disposals (51,097) (98,766)
At end of year 216,483 234,472
Accumulated amortisation
At beginning of year 128,601 210,200
Charge for the year 25,426 17,02
Written back on disposal (50,615) (98,701)
At end of year 103,412 128,601
Net book value
At end of year 113,071 105,871
Held-to-maturity securities
2019 2018
Debt securities at amortised cost:
- Listed in Hong Kong, with
remaining maturity over
one year = 203,061

Placement with the Exchange Fund

The balance of the placement with the Exchange Fund amounted to
HK$2,413.5 million (2018: HK$2,307.4 million), being the principal sums
of HK$2,170 million (2018: HK$2,170 million) plus interest paid but not yet
withdrawn at the reporting date of HK$243.5 million (2018: HK$137.4 million).
The term of the placement is six years from the date of placement, during
which the amount of principal sums 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 2.9%
per annum for the year 2019 and at 4.6% per annum for the year 2018.
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12. BEREE4&EER

(a) BYIRRRSHEE (@)

MEEESRERE THRBARENT S REBL
ErEAE RREHNERIRTRAERA 2.537 &
BT (2018 F:3.064 EHE 7T ) WEHFINMFHR
MEREMIRRREMEMARIET - RIREREF
RIE AT A RERES BRIEIRIETRASERAS 2,240
BB (2018 F£:1,950 BBt ) MEHIINE
RRREWEEATIERIET - EBESWRRA
EMEREMEEINSNEE - ENEMRE
MERBEEAE ARFFENERER €8
S EEMEBIRRR S NEE

(b) SRR (b)
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Contract balances with customers

Receivables and contract assets

For services provided to customers with service fees charged monthly
and postal operators, the balance of receivables at the reporting
date of HK$253.7 million (2018: HK$306.4 million) is included in the
trade and other receivables in the statement of financial position.
For services provided to related parties, the balance of receivables
at the reporting date of HK$22.4 million (2018: HK$19.5 million) is
included in the amounts due from related parties in the statement of
financial position. The Fund does not have any contract assets arising
from these two categories of services. For other services and sale of
products, since customers pay the fees in advance, the Fund does not
have any receivables or contract assets.

Contract liabilities

The Fund’s obligations to provide goods or services to customers for
which the Fund has received advance payments from the customers
are included in deposits and receipts in advance in the statement of
financial position, as analysed below:

Receipts in advance 2019 2018
General mail services 39,310 17,426
Philatelic products 959 —
Miscellaneous revenue 16,269 16,466

56,538 33,892

The balances of contract liabilities above represent the aggregate
amount of the transaction price allocated to the performance
obligations that are unsatisfied (or partially unsatisfied) at the
reporting date. The Fund expects to recognise the contract liabilities
as revenue within one year. No consideration from contracts with
customers is not included in the transaction price.

Significant changes in the balances of contract liabilities during the
year are shown below:

2019 2018

Adjustment on adoption of HKFRS 15 21,674 —
(note 3(b))

Decrease due to recognition as revenue
during the year that was included in
the balances of receipts in advance at
beginning of year (45,320) (33,755)

Increase due to advance payments 46,292 33,366
received during the year
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13. RESHMAER ENEHE

BB SRR AET I
- REBLT FRESA—FEUR
14. EERMIBGHE

EAEAEREAMFTIRENRFGTEEFRRS
HWEBXMINEHMEE R (ZRME 20) -

15, EEETER

HABFHEEESHRE -

16. ZRfElE

FNRER SRR

2019 £ 3 B 3 BB AR A ENES T AR RER
BIESR

17. (REEH

FEHEER

MRAE B BREENSE 15 RAFHRE (M
3(b)

RN E SR

FEREE (BR) /i

FIRIERR

Debt securities measured at amortised cost

2019 2018
Debt securities at amortised cost:
- Listed in Hong Kong, with remaining maturity
within one year 202,605 —

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(k)).

Trading fund capital

This represents the Government’s investment in the Fund.

Development reserve

2019 2018

Balance at beginning and end of year 243,664 243,664

The balance at 31 March 2019 is uncommitted and is earmarked for future
development.

Retained earnings

2019 2018
Balance at beginning of year 2,101,302 2,093,383
Adjustment on adoption of HKFRS 15
(note 3(b)) (21,674) —
Balance at beginning of year, as adjusted 2,079,628 2,093,383
Total comprehensive (loss) / income for
the year (77,193) 7,919
Balance at end of year 2,002,435 2,101,302
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ENRIART ~ 153 IRTS - BFEEREE - A S
AE ARITBRETRE - BLRFNZ HAE
R84 2.277 (887T (2018: 2.132 BT )

(c) EEEEMMEATBAREEE  AIFESHK
BREETRE - BE I MKIETF REKRIEH B
MR ER - BB ENRAEEES 2240 B
BT (2018:1,060 BETT); UMK

(d) EEESBRABUTEANYELNZEHER
T WIBHMHBENBEEHMERESH 2006 F 4 A
REBFER#RE - XVARBEENEEHERSH
2009-10 EERREFSHR SEAHBBEMNZ
EHEHESIE 20112 EERESHG WEE
BREHTSER - ®ZE 2019 £ 3 B 31 HIEWEE
Z\FFAEMESHLESEHSE 3,250 EBTHNE
FHEES (2018:3,240 BHBT)

EIRAE A 1R (M S R E A TR At RYARTS - (1R A
AR WEERBEARAAGNNER NZF
R RBETFEEAL  WERIZ 2 ERIREIRAERE
B - BRIEATHMENEE EE R 2 M -

HHBEHER 2018/19 | Hongkong Post Annual Report 2018/19

Cash and cash equivalents

2019 2018
Cash and bank balances 198,979 242,230
Bank deposits 1,963,500 1,475,957
Cash and cash equivalents 2,162,479 1,718,187

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) services provided to related parties included general postal services
and agency services, which are compatible with postal related
services. The total revenue derived from these services amounted to
HK$258.4 million (2018: HK$243.7 million);

(b) services received from related parties included computer services,
printing services, training services, building management and
maintenance, rental of accommodation, central administration and
auditing services. The total cost incurred on these services amounted
to HK$227.7 million (2018: HK$213.2 million);

(c) acquisition of fixed assets from related parties included fitting
out projects of post offices, acquisition of land and buildings,
plant and machinery, computer systems and motor vehicles. The
total cost of these assets amounted to HK$22.4 million (2018:
HK$10.6 million); and

(d) the Fund is required to pay notional market rental on premises leased
from the Government. The notional market rental for the Airport Post
Office has been waived by the Government since April 2006. Subject
to annual approval by the Government, the notional market rental
for Tsim Sha Tsui Post Office has been waived since 2009-10 and the
notional market rentals for another six post offices have been waived
since 2011-12. For the year ended 31 March 2019, the notional market
rentals waived for these eight leased premises amounted to HK$32.5
million (2018: HK$32.4 million).

Services rendered to or received from related parties which were also
available to the public were charged at the rates payable by the general
public. Services which were available only to related parties were charged
on a full cost recovery basis. Fixed assets supplied by related parties were
charged at full cost.
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Commitments

Capital commitments

At 31 March 2019, the Fund had capital commitments, so far as not
provided for in the financial statements, as follows:

2019 2018
Authorised and contracted for 24,836 47,357
Authorised but not yet contracted for 141,809 185,453

166,645 232,810

Operating lease commitments

At 31 March 2019, the total future minimum lease payments under non-
cancellable operating leases for leased properties were payable as
follows:

2019 2018
Not later than one year 127,154 19,571
Later than one year but not later than five years 284,989 296,147
Later than five years 1,129,009 1,166,002

1,541,152 1,581,720

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 debt
securities, placement with the Exchange Fund and bank deposits. It is
the Fund’s policy that all investments in financial instruments should
be principal-protected.
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21. AEERER ()
(b) EHSEFE

Financial risk management (continued)

(b) Currency risk
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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 monitors its foreign currency exposure
and may consider to enter into foreign exchange contracts when
circumstances arise to protect it from the impact of currency
fluctuation during the normal course of business.

During the year, the Fund recognised a net exchange gain of HK$50.2
million (2018: a net exchange loss of HK$22.4 million) in the statement
of comprehensive income.

The table below summarises the Fund’s foreign currency exposure at
the reporting date:

2019 2018
BE afl BE &afi
Assets Liabilities Assets Liabilities
1,097,881 34,078 1,068,771 36,912
39,868 1,495,171 72,098 831,523
75 3 76 6
7,030 2,433 9,292 1,430
780 119 1,874 523
1,145,634 1,531,804 1,152,m 870,394

It was estimated that, as at 31 March 2019, with all other variables held
constant:

+ a0.5% (2018: 0.5%) increase / decrease in the exchange rate of the
US dollar against the Hong Kong dollar would increase / decrease
the profit for the year by HK$5.3 million (2018: HK$5.2 million);

a 3% (2018: 3%) increase / decrease in the exchange rate of the
Special Drawing Rights against the Hong Kong dollar would
decrease / increase the profit for the year by HK$43.7 million (2018:
HK$22.8 million); and

* a 5% (2018: 5%) increase / decrease in the exchange rate of other
currencies against the Hong Kong dollar would increase / decrease
the profit for the year by HK$0.3 million (2018: HK$0.5 million).



BF3EERRMisE NOTES TO THE FINANCIAL STATEMENTS

(FREFRIEERRSN BB F o sm -

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

B EBLEEESE Post Office Trading Fund

21. BHEERER (&

R E R ISR ISR B B R ER -
FERBEE—F DR ATENEARKRIRE R
BRI -

ATENXEAREESMTANATETRTSF
REFHMRHNEAR - BN EERERITER
REBEFREEMNEAENE EHHEMNEL
o ELEEENATEEE T - AM HitEt
BESREBENAETIR TR REHTER
EHREENEERSHEN Ri#EHE -

RenefXaAREERTANRRRERES
RS REHMEBNER - EEERESERE
HEAWRERENXER AAHEFANTIE
EHTATREIRN-

EEERE

EERBEEMIAN—SREEGRRERT
BEMSI RS —AEZMBRRMNER -

EEEENEE RN EREERIRFRIIMNE
B FEWIRRR R ELA FEUSRRIR  FEWRRAIE A
IRAR R R VAR E S RITER R IRI TR
EEERSANENRRARATREECHRRTN
BERRASRAERZERAIBARTE - H{E 5!
RBHFNEERBREENEEETFURR - &
ERMEBEABRERBERZSHFHLATRR
REERR - —REFIILIR IR -

ABERBEERR FIEERERIERNE
BREERT LETHEERRABAEERE-
BIREFZRASN 2 AR RMEEEENEE
5t AR EEE ST ERTK -

(c) FIZRmEBR (c)

(d)

46

Financial risk management (continued)

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 and debt securities 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.

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, debt securities, bank deposits and
bank balances. The Fund has policies in place to ensure that wholesale
postal services are provided to customers with an appropriate credit
history. Credit exposure to an individual counterparty is restricted by
credit limits. The counterparty’s payment profile and credit exposure
are continuously monitored by respective management. Postal
services to retail customers are substantially settled in cash.

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.

(FRIFBISERRSN » SERLUBIE T bR

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

B ELZERS Post Office Trading Fund

21. MEREE ()

(d) EEmE (%)

(e

~

MIRTER RITEFREFRFNEEEERF
ot (REFRIEIEIS E a F AR AR 15 E ST 4R
AE)IT:

RIEEFRS AR TR R IRITHE R

Aal E Aa3
Al E A3

Baal & Baa3

RIEEFRIIHNERES:
Aal E Aa3

FRRERIRTRB A IREFEBMT

EMIEER
HESRRERR
b

BEHMERMEERNTSRERTE BEHHEE
BEREM-

EEESRASMEETREAMAKENRS
FERBEFIEAREHNIREE-
RENE T EE

RBAS AR REEE TR AN
R IR -

AEERSESRARAE BEESBIBRH
ENREYERGRHERDES  BATUEN
AR aEKRENNESER.

HHBEHER 2018/19 | Hongkong Post Annual Report 2018/19

Financial risk management (continued)

(e)

(d)

Credit risk (continued)

The credit quality of bank deposits and bank balances and debt securities,
analysed by the ratings designated by Moody’s or their equivalents, is

shown below:
2019 2018
Bank deposits and bank balances,
by credit rating:
Aal to Aa3 213,812 195,628
Alto A3 1,737,804 1,398,072
Baal to Baa3 200,000 97,000
2,151,616 1,690,700
2019 2018
g E ok
Bt E TR
Measured at Held-to-
amortised maturity
cost
Debt securities, by credit rating:
Aal to Aa3 202,605 203,061
The movement in loss allowances
for trade receivables during the
year is as follows:
2019 2018
Balance at beginning of year 2,023 2,333
Impairment losses recognised 158 —
Amounts written off (164) (310)
2,017 2,023
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While other financial assets are subject to the impairment
requirements, their expected credit losses were minimal.

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

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 its working capital to ensure that all liabilities
due and known funding requirements could be met.
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Financial risk management (continued)

Other financial risk
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The Fund is exposed to financial risk arising from change 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 2019, a
50 basis point increase / decrease in the interest rates for 2018 and
2019, with all other variables held constant, would increase / decrease
the profit for the year by HK$12.1 million (2018: HK$11.5 million).

Possible impact of amendments, new standards and
interpretations issued but not yet effective for the year
ended 31 March 2019

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 2019 and which have not been early
adopted in these financial statements. These include the following which may
be relevant to the Fund:

Effective for accounting
periods beginning on or after

HKFRS 16 “Leases” 1 January 2019

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

HKFRS 16, Leases

HKFRS 16 replaces HKAS 17 “Leases” and sets out the principles for
the recognition, measurement, presentation and disclosure of leases. It
introduces a single lessee accounting model and requires a lessee to
recognise assets and liabilities for all leases with a term of more than 12
months, unless the underlying asset is of low value. Under HKFRS 16, a lessee
is required to recognise a right-of-use asset representing its right to use the
underlying leased asset and a lease liability representing its obligation to
make lease payments. Accordingly, a lessee should recognise depreciation
of the right-of-use asset and interest on the lease liability. The right-of-use
asset and the lease liability are initially measured on a present value basis.
The measurement includes non-cancellable lease payments and payments
to be made in optional periods if the lessee is reasonably certain to exercise
an option to extend the lease. In respect of the lessor accounting, HKFRS 16
substantially carries forward the lessor accounting requirements in HKAS 17.

HKFRS 16 will primarily affect the Fund’s accounting as a lessee of leases for
premises which are currently classified as operating leases. The application
of the new accounting model is expected to lead to an increase in both
assets and liabilities and to impact on the timing of the expense recognition
in the statement of comprehensive income over the period of the leases.
As disclosed in note 20(b), the Fund had non-cancellable operating lease
commitments of HK$1,541.152 million as at 31 March 2019. The Fund is yet to
assess the full impact of the standard on its financial position and results of
operations. The new standard is mandatory for financial years beginning on
or after 1 January 2019. At this stage, the Fund does not intend to adopt the
standard before its effective date.
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