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In the face of one of the most challenging years ever, in 2019/20
Hongkong Post has continued to push ahead to transform for
the future. Nevertheless, the accelerating decline in mail volume,
increasing operating costs, and the outbreak of COVID-19 in the last
quarter of the financial year inevitably compromised our results, as
reflected in an operating deficit of $363 million for the year.

As an important logistics hub for Asia and beyond, Hong Kong has
been hard-hit by the global pandemic that has battered economies
worldwide. The air freight and logistics industry as a whole has
suffered greatly from these developments. Hongkong Post’s
financial position has also as a result been adversely affected with
the drastic drop in availability of passenger aircrafts for conveyance
of international mail and the temporary suspension of operations
of some overseas postal administrations. On the other hand, the
economic downturn arising from the COVID-19 pandemic has
resulted in low consumer confidence and purchasing power, which
has dragged down the demand for local mail business further. On
the expenditure side, there has been an increase in spending on
procurement of protective gear and implementation of disinfection
measures at post offices, etc. to minimise the exposure to infection
risks from staff and customers.

While the full impact of the COVID-19 pandemic is still uncertain,
our universal service obligations under the Universal Postal Union
(UPU), the largely fixed cost nature of our postal business and the
reform as decided in the UPU Third Extraordinary Congress which
has led to significant increase in terminal dues have continued to
place financial strains on us.

Nevertheless, the pandemic has shown just how important the
e-commerce and logistics industries are in today’s world, and
reinforced where the future of our business lies. It is therefore vital
that we take advantage of Hong Kong’s location as a logistics
hub and forge a clear competitive edge through investments in
technology and infrastructure. We will continue to leverage our
superior postal network to capitalise on the trend for e-commerce
and to meet the changing needs of customers. One of our key
initiatives has been our iPostal Stations. The network has further
expanded this year, and iPostal Stations are expected to be
operating in 170 locations by end of 2021.
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On the infrastructure front, we look forward to migrating to a new
and advanced Hongkong Post Headquarters building in Kowloon
Bay in 2023, bringing significant improvements to our operational
efficiency. That will be augmented by the redevelopment of our Air
Mail Centre at the Hong Kong International Airport. The new Centre,
with its enhanced design and adoption of latest technology, will
give us an extra edge as an international business logistics player.

In this time of unprecedented global disruption, | would like to
express my warmest appreciation to all our frontline postmen,
counter staff and supporting teams for their wholehearted
dedication to serving the public. Their professionalism in coping
with the sudden surge in demand for surgical mask packages
posted from abroad, as well as delivering more than 3 million
CuMask+™ items across the territory in just three weeks and packs
of 10 locally produced surgical masks to 2.8 million residential
addresses in just four weeks justifiably drew high accolades from
the public.

Despite the uncertainties ahead, we will continue to build upon our
strengths and keep pace with changes in the postal landscape. We
are well positioned for the next wave of e-commerce development,
and are looking to introduce our new business initiatives to meet
the expectations of customers while rising to the challenges ahead.

~

Cathy CHU

Postmaster General
and General Manager of the Post Office Trading Fund
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Postmaster General
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- BIFXRE * Operations Support
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LA Revenue (GBISEETT HKS milion)

Financial Performance

In 2019/20, Hongkong Post’s total operating revenue and
expenditure were $4,905 million and $5,268 million respectively,
resulting in an operating loss of $363 million. The rate of return on
the average net fixed assets was -14.1%.

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

2019/20
48%8 Total : $4,905

$126 \ $143 $358

2019/20
48%8 Total : $5,268

$4,636 $2871
[ —AREBIEBRTS General Mail Services [ BIMZ Staff Costs
L E R RIS A Philatelic Products and Postal Stationery — AR ERFSIE(ERISL General Mail Operating Expenses
I #IEUA Miscellaneous Revenue [ 7Bz Administrative Expenses
HH4E Mail Volume

£2019/20 FE BB HHARER N2 EHE
% (SHF9E 306 BHHE) o

B {4E Mail Volume (BE# milion items)

In 2019/20, Hongkong Post processed 1.12 billion mail items (or a
daily average of 3.06 million items).

19/20 844
18/19 908
17/18 959

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

EHEHBER 2019/20

1,241
1,173
1,224
L
1,197 Local Mail
| Bl St
1,200 International Mail
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E-commerce Solutions

* The e-Express Service was further extended to Austria, Hungary,

Iceland, Lebanon, Luxembourg, Latvia, Mexico, Serbia, Slovenia,
and South Africa, with the network now covering 43 destinations
in total.

We are extending our network of iPostal Stations to 170
locations by end of 2021, enabling customers to collect mail
items at selected locations without being constrained by the
opening hours of post offices. We are recruiting more online
merchandisers to include iPostal Stations as a collection option
for online shoppers.

We are also in close liaison with local e-commerce platforms and
the Hong Kong Trade Development Council, inviting them to
make use of our logistics services including outward services for
business enterprises to expand their customer base both locally
and overseas.

Implementing Technology

* The “Hongkong Post ID” was introduced in August 2019, offering

customers easier access to all online services of Hongkong Post
(i.e. EC-Ship, My Speedpost, Hongkong Post Circular Service and
ShopThruPost) by using a single authentication identity.

Since December 2019, we started sending SMS messages to
addressees of Speedpost items or parcels on the day of delivery
to notify them of the door delivery arrangement, such that
customers can have a better grasp of the delivery status of their
mail items.

All 158 newly-developed postage label vending machines, which
offer a wider range of preset-value postage labels and address
postage enquiries, were fully installed in June 2020, bringing greater
convenience to our customers.

As a convenient alternative to traditional brick-and-mortar post
office counters, our automatic postal kiosks will be gradually rolled
out across the territory in 2021 to provide customers with round-the-
clock one-stop service. Customers can use these kiosks to access
postal services after business hours of post office counters, including
the posting of mails and parcels as well as purchasing of postage
labels at their convenience.
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Customer Focused Services

e Our regular customer satisfaction survey shows that the

customer satisfaction rate with Hongkong Post’s services in
2019/20 was as follows -

* Overall: 99.1%

» Counter services: 98.7%
* Delivery services: 99.0%
* Hotline services: 96.6%

We won the Award for Public Organisation again in The
Ombudsman’s Award 2019, following our previous successes
in 2003 and 2006. With just a few Public Organisation Awards
conferred each year, the achievement is a powerful recognition
of Hongkong Post’s positive and proactive corporate attitude
in dealing with complaints. In conferring the Award, the Office
of The Ombudsman recognised the valuable contributions that
Hongkong Post had made to creating and advocating for a
positive complaint culture, readily taking the initiative in adopting
remedial measures, as well as accepting and implementing the
Office’s recommendations.

To inculcate and sustain a strong customer service culture within
Hongkong Post, we actively participated in various activities
organised by the Hong Kong Association for Customer Service
Excellence (HKACE) in the year, including both regular meetings
of the HKACE and its research committee on customer service.
Our project “Easy Pre-customs for New Era of Postal Electronic
Customs Pre-clearance” received the Merit Award (Digital
Transformation Award 2019) in the Customer Service Excellence
Award, while Mr LAW Wing-hang, Senior Postal Officer, won the
Association’s Individual Award (Counter Service) - Silver.

in R
THE OMBUDSMAN’'S AWARDS

B
J
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January 2020, Hongkong Post had to deal with a significant surge
in volume of inward mail items, many containing protective gear
such as surgical masks. The surge stretched our capacity, but we
responded swiftly by increasing our manpower resources and
offering night-time and Sunday deliveries. The professionalism of
our staff in proactively identifying parcels containing masks and
prioritising their delivery, in order to meet the pressing needs of
the public, has been widely recognised and appreciated across
the society. From the end of the Lunar New Year up to early March
2020, Hongkong Post completed the delivery of 180,000 parcels
containing surgical masks to the public.

» The well-being of all staff and members of the public is our prime

concern. We have also taken various measures for social distancing
and infection control, including body temperature checks for
access to post offices, provision of hand sanitisers, use of sanitising
floor mats, crowd control arrangements, and enhanced cleansing
of all our facilities.

EHEHBER 2019/20
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Philately Promotion

* Hongkong Post issued 13 sets of commemorative and special

stamp products in 2019/20, covering a wide range of themes.

We chose the well-loved comic Old Master Q as one of our stamp
themes, with the set portraying the scenes of leisure and everyday
local life in Hong Kong. For the first time, “Old Master Q” characters
were printed on the gummed side of the stamp sheets, which
enhanced the degree of enjoyment of collectors. The stamp set
has become a much sought-after issue for stamp lovers.

c RERPEARENMERILIECTBE  HAEST
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M= e
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Underwntd'r Worlcla;

of Hong Kong ID*IEIRH

We issued a set of commemorative stamps “70th Anniversary
of the Founding of the People’s Republic of China” to mark the
grand moment. The set contains four triangular stamps that
together form a diamond shape that resembles the delicate
traditional ruyi knot, signifying the spirit of unity and warm
wishes for well-being and harmony.

The special souvenir sheet of the “Underwater World of Hong
Kong” special stamps, featuring fish-shape perforations that
match the overall fish silhouette, was the first of its kind and has
become highly collectible.

Hongkong Post Annual Report 2019/20
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Corporate Social Responsibility

* We continued to engage in a range of efforts to protect the

environment. In 2019, we won the 1st Runner-up in Carbon
Reduction Award 2019 under the Hong Kong International
Airport Carbon Reduction Award Scheme.

During the year, we participated in the “Beach Cleanup Action
2019” organised by Friends of the Earth (HK), “Earth Hour
2020 organised by the World Wide Fund for Nature Hong Kong
(WWEF - Hong Kong) and “No Air Con Night 2019” organised by
Green Sense.

We continued our efforts to create a safe workplace by
organising regular training sessions on occupational safety and
health matters for our staff. We organised the “Occupational
Safety and Health Week” in September 2019, which included
health talks, a visit to the Occupational Safety and Health
Council OSH Academy and games related to occupational
safety and health, all aiming at enhancing the awareness and
practice of our staff.

Through the PostCare Club, current and retired Hongkong Post
staff and their family members organised activities to show care
for the less privileged in the community, including visits to the
elderly during festive seasons, and regular free tutorial classes at
the Caritas Centre for children of some underprivileged families.

During the year, we took part in “The Job Shadow Day” under
the Job Shadowing Programme organised by Caritas Hong Kong
to help young people make a smooth transition from schools or
universities into the workplace.

12 &S BB 2019/20
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International Cooperation

Hongkong Post participates in the Universal Postal Union (UPU) as
a member of the China delegation. Throughout the year, we took
part in various initiatives and activities held by the UPU. In addition
to attending regular UPU Postal Operations Council Meetings,
we also attended the UPU Third Extraordinary Congress held in
Geneva, Switzerland in September 2019. At the Congress, member
countries discussed and voted on various proposals related to the
terminal dues remuneration for packets.

Hongkong Post maintains an active presence in the Asian-Pacific
Postal Union (APPU), a regional postal network operating under
the auspices of the UPU. We attended the APPU Executive Council
Meeting in Japan in September 2019, exchanging views on regional
policies in the postal field and discussing ways to further enhance
international cooperation.

In November 2019, Hongkong Post attended the “UPU Global
Conference on Cross-border Cooperation in an E-commerce
World” held in Xiamen, China, exchanging experiences and
insights with more than 380 representatives from other postal
administrations.

Hongkong Post has served as a governing board member of the
Asia Pacific Post (APP) Cooperative since its establishment in
1995. During the year, we participated in the APP Cooperative
Management Board Meeting held to promote greater regional
cooperation among postal administrations within the Asia-Pacific
region.

The Kahala Posts Group (KPG) is an alliance of postal
administrations working to elevate the performance of the Express
Mail Service (EMS) and Air Parcel services across the network. The
KPG now comprises 11 major postal administrations, encompassing
Asia-Pacific, North American and European markets. In July 2019,
Hongkong Post attended the annual KPG CEO Meeting in Japan.
Topics discussed at the meeting included members’ readiness
to implement global customs requirements for postal advanced
electronic data, greater collaboration with airlines in providing
comprehensive tracking data and better operating systems, and
extended cooperation in the handling of tracked packets.

2019 B EHPEER S B F B SHMUEE S (Fe AR

UPU Glebal Conference on Cross-border Cooperation in an E-commerce World
FRE- ] | KIAMEN, CHINA  2019.11.26-28
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1.

Adth B BB EME Local and International Mail

DRGNS AR FEBRE RGNS BREERS IR REET BT
ERIREUA

Small Letters: Deliver locally posted ordinary and registered Small Letters, posted
before the advertised latest time for posting, to local addressees by the following
working day

KEGEHRIE : ARFEERBEAREHRBEMNEIFREES  IRE
FEmETIERRIKEBREA

Large Letters and Packets: Deliver locally posted ordinary and registered Large
Letters and Packets, posted before the advertised latest time for posting, to local
addressees within 2 working days

REL R IR RS S EPTTIRERIE
Deliver Bulk Economy mail items according to the standards specified in the Service
Leaflet

EBBEER I IIRET BRIE TERPAIRERIA

Deliver Hongkong Post Circular items within 4 working days after the day of posting

O ~ BRZR T8 K 5 A TR IR AR AN A TR P R AT IR 2 BN e B LA R RS R IR X = 45
EREBMMHNMZEAT BERFESMMN

Despatch outward ordinary, registered airmail and iMail items, posted before the
advertised latest time for posting, to the designated air carrier, subject to availability
of flights

JESIEER _ NEEH  REERR T —EIEXR
Non-peak periods ' Small Letters: Within the same day or the following
working day

ABEHRBE  KEEMEIERA
Large Letters and Packets: Within 2 working days
following the day of posting

SIEHR " NS KBEHRBE  REBUETERA
Peak periods " Small letters, Large Letters and Packets: Within 4

working days following the day of posting

AOEBE KA ST BE B RMIE TERAIKEREA
Deliver inward ordinary and registered airmail items within 2 working days after
arrival in Hong Kong

KR AOBRRETH / EBERELERXNKERS - NERMABEETHE
BN EttER R =T ERAIRKE"

Deliver local and inward parcels within 2 working days after day of posting or arrival,
to Hong Kong, Kowloon and major commercial and industrial areas in the New
Territories, and within 3 working days to other areas "

EHEHBER 2019/20

2019/20
BiE
Targets

99.0%

99.0%

99.5%

99.5%

99.0%

99.0%

90.0%

99.0%

99.5%

2019/20
&R

Achievement

99.9%

99.8%

99.9%

100%

99.9%

100%

100%

100%

99.7%

2020/21
B
Targets

99.0%

99.0%

99.5%

99.5%

99.0%

99.0%

90.0%

99.0%

99.5%



BR#E&EE PERFORMANCE PLEDGES

HOZEEE RN EIMEFEAIRES BN R TANY R IR = E15E B S TR A 2=
AR BERFESHE

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

JErIgH } MELIIERR
Non-peak periods' Within 2 working days
SlEH" HETERA
Peak periods " Within 5 working days

HOARERFTEIMEAF WM EBAFEATRE B TATS R IR X E 15 E BB/
HMMMZEAE BEREEEMIT

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

ES=1ES o] , =EIMFERA
Non-peak periods ' Within 3 working days
SlEHR" tEITERRA
Peak periods " Within 7 working days

HOZEEBH MR BRI - BIAI LA PRy R IR X £ 157 s B A I a9A
ENE BEREE G

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

JEElgHn’ , BEEART—ETHER

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

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

$SHRBIE R A B FEE Speedpost and Local CourierPost

10.

FFIRFIE _EPINA RS IR RS B R S R T R 2 R iR it
Provide pick-up service for Speedpost items within the period as specified in the
Service Information Sheet

O RERIE IS E S BRMAIRS IR TERREMTE QAR BERTE
E

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

AOFREET AR EFARREE IR E—ETEXAREEA Y
Deliver inward Speedpost items on the same working day for items arriving before
6:00am "

AP EURIE B R RS A E P T IR 2RI
Deliver Local CourierPost items according to the standards specified in the Service
Leaflet

2019/20
BiE
Targets

99.0%

90.0%

90.0%

90.0%

95.0%

90.0%

99.5%

99.5%

99.5%

99.5%

Hongkong Post Annual Report 2019/20

2019/20
&R

Achievement

100%

100%

100%

100%

99.9%

99.7%

99.7%

99.9%

99.7%

99.7%

2020/21
B
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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BR#E#&3EE PERFORMANCE PLEDGES

#E(%BR7% Retail Business

14.

FEHICHFERNBEZ RITE 10 DB ER AR ¥

Serve customers within 10 minutes during non-busy hours

TICHER / BISHREE A 25 DIERERERE

Serve customers within 25 minutes during busy hours or peak periods

v&vi

MBI ABRAA FAERE ZENHBI TR 15 D AT

Reset private franking machines at counters within 15 minutes

MEALRE BB T ERF AT BRI TIER 15 DERTTR

Deliver products under Advance Order Service at counters within 15 minutes

EE B N BRBEF & M Philately & PostShop Products

18.

20.

21.

EEENNR B ERTE BRSBTS RTS T A ER R
Make products available for collection under Advance Order Service on the first day
of issue of the related special stamps "

EHBRETEHNTEES BB E AETERAFHLEING A TR R
BRFSErETHE R TR &R

Despatch overseas and mainland orders within 5 working days from the first day of
the relevant new stamp issue or the date of the order as confirmed by Hongkong Post

HWEIRE SRR N ETERAM SRS EBIRFNFE
Open new philatelic accounts within 6 working days from date of receiving the
application

FAUL B 3t T B T R B PR 3R 18 7 N B TR R B P TR dm I EE IR A
Deliver local orders for PostShop products within 6 working days from date of
receiving the order

EF1ZEIRIE Certification Authority

22.

ETIHEE TERAEREEEAESMBEFZEREHNESE "
Complete processing qf applications for Hongkong Post e-Cert within the working

days stipulated below ™:

« BFEE (EA) =X o BFHEE (HE) +x
* e-Cert (Personal) 3 days + e-Cert (Organisational) 10 days
- BFHE (MNE) +X - BYRE(ARS) +X
* e-Cert (Encipherment) 10 days + e-Cert (Server) 10 days

S ARTE Hotlines

23.

FRE=EIN 2 DRERAREE

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

EHEHBER 2019/20

2019/20
BiE
Targets

98.0%

98.0%

98.0%

98.0%

100%

100%

100%

99.0%

99.0%

90.0%

2019/20
&R

Achievement

99.4%

99.9%

99.9%

100%

100%

100%

100%

100%

100%

94.0%

2020/21
B
Targets

98.0%

98.0%

98.0%

98.0%

100%

100%

100%

99.0%

99.0%

90.0%



BR#E&EE PERFORMANCE PLEDGES

MIEIE E BB ARFEAVEREE Application for Postal Services

24,

25.

26.

Vi.

Vii.
viii.

5t
R

EREIERATREE TTIRBERE "

Complete processing of applications for the following services within 5 working days ™:

- BHIEE

Post Office Boxes

. HARAERFHHFREIRS
Opening of Deposit Accounts for
posting of mail in bulk

FEVUE T F RIS AR T SRR RS 035

Complete processing of applications for the following services within 4 working days ™

. SRR
Freepost

« BIFREEEIEARTS

International Business Reply Service

viii

following working day

— B TR R AT Al AR IR ST EREAR TS YRS

Complete processing of applications for Permit Mailing Service by the following

viii

working day

JESIEHA - 2020 F4 AE 10 A% 2021 F 3 8 »

SIEHR : 2020 F 11 BE 202128 »

AREH (BEEHR) TEKERY - BHERUTREESR
AT— B TEREM R AR IR B E T - KIEFIBE—ET
YEXR - JBRRER ~ 1BIEET ~ b3 ~ SENET CEER - PRETER -
ERHTH - DHAHREERE -

ARBE (BEFEEHE ) YERKERS - BERUTER
A —EIXLFcREEERBHERART—EI®E
KXEF 6 BRIES > KERKIBE—BI(EX : FHEH 8
SEE S B B EER - PMERE C EREHEHE -
BN R BB o

FERARASRETHEE -
SEBEOEEBAETEE BUTIRBERSIEH (BNEAE
1BUK 4R ~7BM10 BNRE—EEH) - SBEEN
FICHEENBRNBBENERRE  IREMNRK 2L
UBRAFZHNBERME - SBEHBAEEMHZEITHER
B HAR 1S -

AR B HEBRSN o
BRIAHRANFENGHMNERNETES - AHEERS
HEERBNERRGES  URSTEMNR (NBEA) m
,"ﬁ °

HEEBENRFTEKRIGER @ UK ERE AL THRE R
B AR ARBHFAEER

—EIERATRREESEMEBERBERFHIRE "

Complete processing of applications for Hongkong Post Circular Service by the

o D ERIRARES
Redirection Service

- EHELTRE
Business Reply Service

o ERMAIME R

2019/20 2019/20 2020/21
BiE 3] BiE
Targets Achievement Targets
Use of Private Franking Machine
100% 100% 100%
100% 100% 100%
99.0% 100% 99.0%

Notes:

Vi.

vii.
viii.

Non-peak periods: April - October 2020 and March 2021

Peak periods: November 2020 - February 2021

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 or days within the long stretches of holidays for Ching Ming Festival,
Easter, Birthday of the Buddha, Labour Day, National Day, The day following the
Chinese Mid-Autumn Festival, The day following 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 Ching Ming Festival, Easter, Birthday of the Buddha, Labour
Day, National Day, The day following the Chinese Mid-Autumn Festival, The day
following Chung Yeung Festival, Christmas and Lunar New Year.

Not applicable to bulk posting acceptance counters.

Peak periods include the first day of issue of philatelic products 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.

Except for special arrangement announced.

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

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.

Hongkong Post Annual Report 2019/20
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+ 8 B IE KEY FIGURES

B ELSEES Post Office Trading Fund

@
(b)
©
()
©
Q)
@
()
0]

EIE & ERHRE

WA (UE&ETTE)

T (UFEETE)

EFESIE (UE 8B Tat)
M2 (BB
EREERE (UEEET)
£EN (BAS/\BERENMT)
B{IRERMA ()

A AR

EEHBER 2019/20

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

2020
&R

Performance
-14.1%

4,905

5,268

(363)

1,120

76

134

2.54

6,468

2019
£t

Performance
-8.7%

5,626

5,850

(224)

1,241

152

140

2.16

6,918
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HREERES

B ELSEES Post Office Trading Fund

& 5515 B 1T BB B
= i &

B BRI
BariEg

ER

ZEHBEEERABHIENE 24 ESTEN
FHELEEESMBRER ZEMBRREEN
2000 X 3B 3 HNMBR AR BEZHILEEE
HEEmKER r““iﬁﬁuﬁ%”u%%’u&ﬂ#
BRENHE ST ESBEERE

BBA ZEMBERRERBEECHMALHE
AN (EABVBEREGER) EEMH 5 # Kk M EE
EEERESN 2020 F 3 8 31 EIE’JHk,R&ESziaz
HIEFENEERRERSRE LEEKR (&
BEEEOI) (E430F)FE 7(4) flmﬁﬁ%ﬂféﬁ’\]ﬁiﬁ
ZANE -

ERNER

HERRB(EEEEZMRAED) F706) ARBEHEN
B ERETES RARBEZFENMARKEN
B S#ENARE "FAOAY B REF MR
FEREE B0 - REBEZFER RBUNIEK
EEERES VERZFHEARBITEMBEREE-
HEG RFAESHNENRERTEMNEE S
HNBHAERRMHER -

REPORT OF THE DIRECTOR OF AUDIT

Audit Commission

The Government of the Hong Kong
Special Administrative Region

Independent Auditor’s Report
To the Legislative Council

Opinion

| certify that | have examined and audited the financial statements
of the Post Office Trading Fund set out on pages 24 to 51, which
comprise the statement of financial position as at 31 March 2020,
and the statement of comprehensive income, statement of changes
in equity and statement of cash flows for the year then ended, and
notes to the financial statements, including a summary of significant
accounting policies.

In my opinion, the financial statements give a true and fair view of
the state of affairs of the Post Office Trading Fund as at 31 March
2020, and of its results of operations and cash flows for the year
then ended in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”) and have been properly
prepared in accordance with the manner provided in section 7(4) of
the Trading Funds Ordinance (Cap. 430).

Basis for opinion

| conducted my audit in accordance with section 7(5) of the Trading
Funds Ordinance and the Audit Commission auditing standards.
My responsibilities under those standards are further described in
the 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.

Hongkong Post Annual Report 2019/20
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HHESEETHLERMBERMD
ARENRE

BHEEELATHECERAEERVBEBGHAR
GRBN(EBMBRELIR(EERES KRG
F7A FREEEMPENMYBERER UREE
HEFABBEEEESREEI AL ENRNIE
B EMBEREFAFERNGFRERMERNE
REERERA

ARBEMBRRR DRELEESREERR
B BNELEESHELENR URTE
ERRATREAFBEEAMNER LUK
BEEEAGSHER-

HitMMA IR B MAREBOERE

HNEREMNERMBREAES I FREMELR
FRERMENNERERRENTEERS
THEHEERERNESMARS - G ERERD
IKFHfREE - ERSERRIRE St BB ERETH
B ERERAEANTMEKRBRRL - HR
BRI LA EREF e R RS IR S E R EFIE
BISEMERAER BMBHRREABEFMFHE
ERE MERRFEARERRL -

ERBEEAZBSHERNETESNBEF KT
EREXYHIRFEXRREEE -RTG:

- AA M EERGFNERMERNMBERERREER
BEARERBRANEE  RETRAITEIZFLURE
HELRR; URBREREEMBEENERE
EREEROER - AREGFRIAES R BR - 15
E-ERER ERRE 0ZBEAMEFNIGE
s AL REZRREANFMERERERR L
MER BREEZRRNERMERELAS

EEHBER 2019/20

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;



- THREZEEROARES  URHEENE
B -AM LRTFEEHBRELEESA
MEHNAERMERER

- TEBRBEEES QG IR AN G HEE
BT E MRS 3 E AR E R

BREGGHE;

-HERHRELEEACEMECEUSRKE AT
SERNMZEZRSRE LREMSHNENER
HHEREEEAEHUBRAR MARSE
HEREEERSRBCENENBREKRR
BHNEATHEE NMRADA/EFEEEATE
BN RACEEESMRSTHEERELZRM
BHRERPOERENRE - REMKENER
BERAE REAFHIIFERETROVESME
HeoRNERZENBESMBEE LG
BYESHRE - AT RERFH B RAIREERE
BESBEESTREMEERELCE Uk

- EMBRERNBEIRA - BEBIRE &
EREBEL URMBEEREERERMRZZM
FE-

BEER
(B BZEHEERMIKHNIT)
2020 9H25H

BHE
EBNF
&E4TIE 7 3
ABEEHAIE 26 18

- 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 a manner that achieves fair presentation.

Jhlly, Clon

Ms Hildy Chan

Assistant Director of Audit (Acting)
for Director of Audit

25 September 2020

Audit Commission
26th Floor
Immigration Tower

7 Gloucester Road
Wanchai, Hong Kong
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2 @ IX & ¥ STATEMENT OF COMPREHENSIVE INCOME

HE 2020 £ 3 B 31 HIESEE for the year ended 31 March 2020
(LA T oI5 7R Expressed in thousands of Hong Kong dollars)

BB ELIERS Post Office Trading Fund

FiisE

Note 2020 2019
REEREHZIMA Revenue from contracts with customers 4 4,904,509 5,626,092
BIER A Operating costs 5 (5,268,046) (5,850,495)
FENESE Loss from operations (363,537) (224,403)
Hihgt A Other income 6 119,757 147,210
FEEE Loss for the year (243,780) (77,193)
Hit2mkeam Other comprehensive income - —
FEEIEEIR Total comprehensive loss for the year (243,780) (77,193)
EE & ELRE Rate of return on fixed assets 7 -14.1% -8.7%

% 28 E 51 BN AR IFRERMN—I9 - The notes on pages 28 to 51 form part of these financial statements.

EEHBER 2019/20




B %5 AR i & STATEMENT OF FINANCIAL POSITION

#2020 & 3 B 31 H as at 31 March 2020
(LA T oI5 7R Expressed in thousands of Hong Kong dollars)

B ELSEES Post Office Trading Fund

FisE
Note 2020 2019
FERBEE Non-current assets
W BB R Property, plant and equipment 8 2,370,188 2,480,987
FREEE Right-of-use assets 9(@a) 631,327 —
BEEE Intangible assets 10 126,400 113,071
SNEESTER Placement with the Exchange Fund 11 1,612,804 2,413,523
4,740,719 5,007,581
BB E Current assets
w&a Stocks 9,771 8,717
FEUTIR R e B FE UL FR IR Trade and other receivables 12(a) 391,514 285,631
FEURRAE A IR Amounts due from related parties 12(a), 19 29,525 25,471
FEUSNERESFRFE Interest receivable from placement with the 22,847 17,258
Exchange Fund
SNEEESER Placement with the Exchange Fund 1 870,712 —
R ANMESt ENERES Debt securities measured at amortised cost 13 - 202,605
RITER Bank deposits 1,093,818 1,963,500
&R IRITAERR Cash and bank balances 167,017 198,979
2,585,204 2,702,161
it = Current liabilities
& RFBEWTRIE Deposits and receipts in advance 12(b) (307,175) (371,113)
FE(T IR TR R EL M (TR IE Trade and other payables (875,679) (1,677,374)
FETRAE A IR Amounts due to related parties 19 (466,354) (375,799)
HEaE Lease liabilities 9(b) (96,911) —
EEEF#E Provision for employee benefits 14 (65,532) (77,648)
(1,811,651) (2,501,934)
MEEEFE Net current assets 773,553 200,227
HWEERERBERE Total assets less current liabilities 5,514,272 5,207,808
EIE == Non-current liabilities
HEaE Lease liabilities 9(b) (536,398) —
EEEF BHE Provision for employee benefits 14 (480,496) (466,650)
(1,016,894) (466,650)
BEFE NET ASSETS 4,497,378 4,741,158
B AE R CAPITAL AND RESERVES
EEESER Trading fund capital 15 2,495,059 2,495,059
B Development reserve 16 243,664 243,664
REBF Retained earnings 17 1,758,655 2,002,435
4,497,378 4,741,158
=iE ﬂ
RERKLL Miss Cathy Chu
R ESBESELE General Manager,
200 9B 25H Post Office Trading Fund
25 September 2020
% 28 E 51 BN AR IFRERMN—I9 - The notes on pages 28 to 51 form part of these financial statements.
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ig m & B) ¥ STATEMENT OF CHANGES IN EQUITY

HE 2020 £ 3 B 31 HIESEE for the year ended 31 March 2020
(LB T T (iI57R Expressed in thousands of Hong Kong dollars)

BB ELIERS Post Office Trading Fund

2020

FHEEH Balance at beginning of year 4,741,158

FEEPEEIE Total comprehensive loss for the year (243,780)

IR AERR Balance at end of year 4,497,378
% 28 E 51 BN AR IFRERMN—I9 - The notes on pages 28 to 51 form part of these financial statements.

EEHBER 2019/20

2019

4,818,351
(77,93)

4,741,158



I £ ifi 8 & STATEMENT OF CASH FLOWS

HE 2020 £ 3 B 31 HIESEE for the year ended 31 March 2020
(LA T oI5 7R Expressed in thousands of Hong Kong dollars)

B ELSEES Post Office Trading Fund

EERANRTRE
EIFESIR
M RERBMITE
ERREEITE
B EERN
HESENFESH

HE/GEHTE RE R
MR

EsEsIR/ ()
FEWIRF A & (1800) /R
FENs RAE A LIRFRIG N

FE(IIRRR ~ H ReFaU R A (RiL)
/Y

FESRAIE A TIRFRIZ AN
REEFBEEEN GAL)

(FfE) /RBEERBNREFER

R BERANREMRE
SMNEESTFRIEM
OIS A A ENESES

BEVE RERSMNELEE
HEIE R REMIIE

BUIFE

®E/ (BF) REEENREPHE

MERENHETRE

HERA

BFRERENRE 3

REkFRRE (L) /EINFE

FUNRERERRE

FROFEEREARE

5 28 = 51 BN M AR REMN—E5

Cash flows from operating activities
Loss from operations
Depreciation of property, plant and equipment
Depreciation of right-of-use assets
Amortisation of intangible assets
Interest expense on lease liabilities

Loss on disposal of property, plant and equipment

Foreign exchange loss / (gain)
(Increase) / Decrease in receivables and stocks
Increase in amounts due from related parties

(Decrease) / Increase in payables, deposits and
receipts in advance

Increase in amounts due to related parties

Increase / (Decrease) in provision for employee
benefits

Net cash (used in) / from operating activities

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

Redemption of debt securities measured at
amortised cost

Purchase of property, plant and equipment and
intangible assets

Sale proceeds from disposal of property, plant
and equipment

Interest received

Net cash from / (used in) investing activities

Cash flows from financing activities

Lease payments

Net cash used in financing activities

Net (decrease) / increase in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

PsE
Note 2020

(363,537)
105,869
110,502

29,624
11,380
344

232
(110,842)

(4,054)
(814,999)

142,262
1,730

(891,489)

(69,993)
202,298

(140,957)
250

118,147

109,745

9(b) (119,900)
(119,900)
(901,644)
2,162,479

18 1,260,835

The notes on pages 28 to 51 form part of these financial statements.

2019

(224,403)
17,249

25,426

787

a7
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
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B 7€ 38 & B 8 NOTES TO THE FINANCIAL STATEMENTS

(FRESRIFERASN - SERLUBIE FIoI5m -

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

B ELSEES Post Office Trading Fund

1. —fEEH

BIILEBTE 1995 7 519 BIRE (L ERS KN (B
430E) F 3 4 K6 FIBBRE - E1995FE881H
RUMBELERS (EBES) -

HERSHNTEERRIRE—RBBRMSR I
£ 2000 1 B AR Rl iZ B EE  RIEEFRER
%o H 2007 F 4 Bt EF RERFHEEESEE
BOE R -

2. FESHER
(a) FFE#ERIEEA

FHBHREREREBAING R RAERE
ANEBHBREER (LARRE BEPEES
BE N ASRBFIEERNERNEBMER
HEA FERGHEKRRRE) R EERSR
M EBGETBEREMT -

BEBGHMAGES TE TG REETNER
MRS N A G SHEA B RS AR
R HERSREERMEPERNEIMS]
REAMBERR RO S H AR EHHANG
SHERAERE (I0F) BAHIEE 3.

(b) R BHRAOER

MBRRVBREMIUREREEE -

RENTEEBUBREEINNUBREFEEE
[E VR HI B ~ 5 R ARER » % FH R ~ [ Et R R
R EEHBENER UREEASENKA
B37 B 2 IARER - AL RARRM AR - 1992
DEERRAMEERBR THRBSEBNRER
MElET - a2 B EMB MR HE2E - Bl g R
RBIEEEARRRFANEEREERERNIR
EERERE - Est ERIABREEBFAR -

ZEMMFREMBRREERERS - METRE
BAGH  ARMETSEFRIETH NS
BMZRARAKRRRNG A BRETESE
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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.
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Significant accounting policies (continued)

(c)

(d)

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(f)):

- leasehold land and buildings held for own use;

- 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:

- Leasehold land
- Buildings situated on
leasehold land

over the unexpired term of lease
over the shorter of the unexpired term
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 4to 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.

Leases

From 1 April 2019

After the adoption of HKFRS 16 “Leases” (note 3), a lease is
recognised in the statement of financial position as a right-of-use asset
with a corresponding lease liability at the lease commencement date,
except that variable lease payments and payments associated with
short-term leases having a lease term of 12 months or less and leases
of low-value assets are charged to the statement of comprehensive
income on a straight-line basis over the lease term.

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

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

Leases (continued)

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

Prior to 1 April 2019

Under HKAS 17 “Leases”, leases where all the risks and rewards
incidental to ownership of assets remained substantially with the
lessors were accounted for as operating leases. Payments made under
operating leases were charged to the statement of comprehensive
income on a straight-line basis over the lease term.

Intangible assets

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

Amortisation of intangible assets is charged to the statement of
comprehensive income on a straight-line basis over the assets’
estimated useful lives of 5 years.

Impairment of non-financial assets

The carrying amounts of non-financial assets, including property, plant
and equipment, right-of-use assets and intangible assets, are reviewed
at 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 higher of its fair value less costs of disposal and value in use.

Financial assets and financial liabilities

(i) Initial recognition and measurement

The Fund’s financial assets comprise placement with the
Exchange Fund, trade and other receivables, amounts due
from related parties, interest receivables, 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, lease liabilities
and provision for employee benefits.
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Significant accounting policies (continued)

(g) Financial assets and financial liabilities (continued)

(i

(ii)

(iii)

Initial recognition and measurement (continued)

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

Classification and subsequent measurement

The Fund classifies all financial assets as subsequently
measured at amortised cost using 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(g)(iv).

The effective interest method is a method of calculating the
amortised cost of a financial asset or a financial liability and
of allocating and recognising the interest income or interest
expense over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash receipts
or payments through the expected life of the financial asset or
financial liability to the gross carrying amount of the financial
asset or to the amortised cost of the financial liability. When
calculating the effective interest rate, the Fund estimates the
expected cash flows by considering all contractual terms of
the financial instrument but does not consider the expected
credit losses. The calculation includes all fees received or paid
between parties to the contract that are an integral part of the
effective interest rate, transaction costs and all other premiums
or discounts.

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

Derecognition

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

A financial liability is derecognised when the obligation

specified in the contract is discharged or cancelled, or when it
expires.
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Significant accounting policies (continued)

(g) Financial assets and financial liabilities (continued)

(iv)

Impairment of financial assets

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

Stage 1: 12-month expected credit losses

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

Stage 2: Lifetime expected credit losses - not credit impaired

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

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.
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Significant accounting policies (continued)

(g) Financial assets and financial liabilities (continued)

(iv) Impairment of financial assets (continued)

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

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

Measurement of expected 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.

(h) Stocks

(i)

)]

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.

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.
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Significant accounting policies (continued)

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.

Revenue recognition

(i) 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.

(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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EEHBER 2019/20

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 16 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 16 “Leases”

HKFRS 16 replaces HKAS 17. 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.

The adoption of HKFRS 16 has primarily affected the Fund’s accounting as a
lessee. The Fund elected to apply the modified retrospective approach where
the comparative figures were not restated, and there was no cumulative
effect of initial application required to be recognised as an adjustment to
retained earnings as at 1 April 2019.

The right-of-use assets were measured at an amount equal to the lease
liabilities.

Lease liabilities were measured at the present value of the remaining lease
payments, discounted using the Fund’s incremental borrowing rate as at
1 April 2019.

The Fund elected not to apply the requirements of HKFRS 16 in respect
of the recognition of right-of-use assets and lease liabilities to leases for
which the remaining lease term ended within 12 months from the date of
initial application of HKFRS 16, i.e. where the lease term ended on or before
31 March 2020.

Set out below are disclosures relating to the main impact of the adoption of
HKFRS 16 on the Fund.
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Changes in accounting policies (continued)

The effect of the adoption of HKFRS 16 on the statement of financial position

as at 1 April 2019 is as follows:

FSERNEZE]

ERUBRE

2ERIZE 16 5%

L2019 F  MEHAIAEE
481H Adjustment

HI#EER on initial

Balance at application of

1 April 2019 HKFRS 16

Right-of-use assets — 687,159
Lease liabilities (current) = 91,440
Lease liabilities — 595,719

(non-current)

2019 &
4H1H
HY4EER -

RREE

Balance at

1 April 2019,
as adjusted

687,159
91,440

595,719

The table below shows the difference between operating lease commitments
disclosed applying HKAS 17 as at 31 March 2019 (note 20(b)) and lease
liabilities recognised under HKFRS 16 in the statement of financial position as

at 1 April 2019.

Operating lease commitments at 31 March 2019

Add: lease payments of extension options reasonably
certain to be exercised

Less: short-term leases not recognised as lease liabilities

Less: contracts not classified as leases under HKFRS 16

Less: non-lease components

Remaining lease payments under HKFRS 16 (without
discounting)

Less: total future interest expenses

Lease liabilities recognised at 1 April 2019

Weighted average incremental borrowing rate applied to
lease liabilities at 1 April 2019

Hongkong Post Annual Report 2019/20
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197,344

(19,532)

(838,438)

(86,419)

794,107

(106,948)

687,159

1.66%
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Revenue from contracts with customers

2020 2019

General mail services 4,635,394 5,310,561

Philatelic products and postal 125,924 164,096
stationery

Miscellaneous revenue 143,191 151,435

4,904,509 5,626,092

The Fund’s performance obligations in contracts with customers mainly
involve general mail and ancillary services. A customer is required to pay a
fixed amount of service fee for each service in advance, or opt to have service
fees being charged monthly by opening an account with the Fund. The Fund
satisfies its performance obligation as the service is rendered and recognises
the fee over time on a straight-line basis. For services provided to postal
operators, the Fund satisfies its performance obligations as the services are
rendered and recognises terminal dues and charges over time on a straight-
line basis.

For sale of philatelic products and postal stationery, the Fund satisfies its

performance obligation and recognises revenue at a point in time when a
customer takes possession of the product.

Operating costs

2020 2019

Staff costs 2,870,551 2,818,743
General mail operating expenses 2,038,968 2,626,213
Rental and management charges 81,073 233,055
Depreciation and amortisation 245,995 142,675
Central administration overheads 18,671 18,543
Marketing expenses 10,210 8,980
Audit fees 2,578 2,286
5,268,046 5,850,495
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6. HtigA Other income
REUTIEUATETIRN SR E ERNF SRA Interest income from financial assets not
at fair value
B ANMET ENETEES Debt securities measured at
amortised cost
INEEESTER Placement with the Exchange Fund
RITER Bank deposits
IRITAERR R HoAth Bank balances and others
7. BEEERHEER Rate of return on fixed assets

BB ERHRRSULL2EW T (FEEFBRA) B The rate of return on fixed assets, the derivation of which is consistent with
UEEEEFISFEAENESLL EES £ BRI that before the adoption of HKFRS 16 to achieve comparability, is calculated

EABPIEREZERE 16 SEATER  LUELLE -BIEEE as total comprehensive income (excluding interest income) divided by
DEEME-SEREMNETEE - RIS EESS average net fixed assets, and expressed as a percentage. Fixed assets
FEINETEEBRLORES 2.6% (2019: 2.6%) - Itk include property, plant and equipment and intangible assets only. The Fund
HFHBMBERREE is expected to meet a target rate of return on fixed assets of 2.6% (2019: 2.6%)

2020

1,337

75,581
41,053
1,786

119,757

per year as determined by the Financial Secretary.
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39,248
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Cost

At 1 April 2018
Additions
Disposals

At 31 March 2019

At 1 April 2019
Additions
Disposals

At 31 March 2020

Accumulated
depreciation

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

At 31 March 2019

At 1 April 2019
Charge for the year
Written back on disposal

At 31 March 2020

Net book value

At 31 March 2020

At 31 March 2019

Property, plant and equipment

THIRAEF
Land and
buildings

3,237,547

3,237,547

3,237,547

(45,000)

3,192,547

1,006,995

26,357

1,033,352

1,033,352
26,357
(7,594)

1,052,115

2,140,432

2,204,195

REAKESE
Furniture and
fittings

484,461
71,966
(31,115)

525,312

525,312
16,758
(11,961)

530,109

406,397
27,382
(29,710)

404,069

404,069
31,062
(11,161)

423,970

106,139

121,243

SRR
Plant and
machinery

578,522
11,141
(2,586)

587,077

587,077
3,477
(529)

590,025

476,254
38,037
(2,586)

511,705

511,705
19,845
(529)

531,021

59,004

75,372

B
Motor
vehicles

73,980
11,970
(7,278)

78,672

78,672
5,221
(5,441)

78,452

60,375
6,898
(6,886)

60,387

60,387
6,780
(5,364)

61,803

16,649

18,285

Computer
systems

123,324
23,558
(20,942)

125,940

125,940
7,897
(9,367)

124,470

66,107
18,575
(20,634)

64,048

64,048
21,825
(9,367)

76,506

47,964

61,892

#azt
Total

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

4,554,548

4,554,548
33,353
(72,298)

4,515,603

2,016,128
17,249
(59,816)

2,073,561

2,073,561
105,869
(34,015)

2,145,415

2,370,188

2,480,987
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Leases

(a)

(b)

Right-of-use assets

Cost
At beginning of year

Adjustment on initial application of HKFRS 16
(note 3)

At beginning of year, as adjusted
Additions

At end of year

Accumulated depreciation
At beginning of year
Charge for the year

At end of year

Net book value

At end of year

Lease liabilities

Current

Non-current
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Buildings

2020

687,159

687,159
54,670

741,829

110,502

110,502

631,327

2020
96,911
536,398

633,309
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Leases (continued)

(b)

(c)

(d)

Lease liabilities (continued)

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

2020
At beginning of year —
Adjustment on initial application of HKFRS 16 (note 3) 687,159
At beginning of year, as adjusted 687,159
Changes from financing cash flows:
Lease payments (119,900)
Non-cash changes:
Interest expense on lease liabilities 11,380
Increase in lease liabilities relating to new leases 54,670
At end of year 633,309

The remaining contractual maturities of lease liabilities, which are based
on contractual undiscounted cash flows, are shown below:

2020

Within one year 110,267
After one year but within two years 89,778
After two years but within five years 172,327
After five years 358,097
730,469

Expense items in relation to leases recognised in the
statement of comprehensive income

2020
Interest expense on lease liabilities 11,380
Expense relating to short-term leases 10,862
22,242

Total cash outflow for leases
2020
Lease liabilities 119,900
Short-term leases 10,862
130,762
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10. B\BEEE

Intangible assets

BB AIRR R R
FAEEA A
Computer software licences
and system development costs

2020 2019
%N Cost
=) At beginning of year 216,483 234,472
A Additions 42,953 33,108
HE Disposals (15,256) (51,097)
F& At end of year 244,180 216,483
REH#EH Accumulated amortisation
F4) At beginning of year 103,412 128,601
FERNER Charge for the year 29,624 25,426
HE /S0l Written back on disposal (15,256) (50,615)
F#E At end of year 117,780 103,412
IRELFE Net book value
TR At end of year 126,400 13,071

11. J/EESESR Placement with the Exchange Fund

SNEESIF R BRA 24.835 B H T (2019:24.135 18
BT ) B 21.7 8877 (2019: 217 8871 ) Aafd:
3135 {8787t (2019:2.435 887w ) HIAEREHEA
IREBRIERNANE - XS UEE_EETNTE
BITREZEERN 2EBT - ERPANE (BF
TEEst)  HARTFEEIRENARE

BEFRER 2020 F 12 BRI -EEESERIE
ZEFRPNIEBILASERRFE BT 6.7 /B
TR - BIERFA EAREF EFUURER

SEESERTNEREE  ABENEEBEFE -

ZEXRESREHEHABENENTHEERER
B N ZEPHFESE L EEENTIEERE

MENERSE T2 0%2020 FEEBRASE
3.7% 2019 FAEFE 2.9%°

The balance of the placement with the Exchange Fund amounted to
HK$2,483.5 million (2019: HK$2,413.5 million), being the principal sums
of HK$2,170 million (2019: HK$2,170 million) plus interest paid but not yet
withdrawn at the reporting date of HK$313.5 million (2019: HK$243.5 million).
The principal sums consisted of HK$970 million (the “Second Placement” )
and HK$1,200 million (the “Third Placement” ). The term of the placement
is six years from the date of placement, during which the amount of principal
sums cannot be withdrawn.

The Second Placement will mature in December 2020. The Fund intends to
renew the placement with a principal sum of HK$300 million for a term of six
years. The remaining principal sum of HK$670 million and all interest paid will
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 3.7%
per annum for the year 2020 and at 2.9% per annum for the year 2019.
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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$358.2 million (2019: HK$253.7 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$25.1 million (2019: HK$22.4 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 2020 2019
General mail services 26,226 39,310
Philatelic products 718 959
Miscellaneous revenue 16,089 16,269

43,033 56,538

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:

2020 2019
Adjustment on adoption of HKFRS 15 = 21,674
Decrease due to recognition as revenue
during the year that was included in
the balances of receipts in advance at
beginning of year (54,652) (45,320)
Increase due to advance payments 41,147 46,292

received during the year
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Debt securities measured at amortised cost

2020 2019
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(1)).

Trading fund capital

This represents the Government’s investment in the Fund.

Development reserve

2020 2019

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

The balance at 31 March 2020 is uncommitted and is earmarked for future
development.

Retained earnings

2020 2019
Balance at beginning of year 2,002,435 2,079,628
Total comprehensive loss for the year (243,780) (77,193)
Balance at end of year 1,758,655 2,002,435
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18. REXRFARE
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Cash and cash equivalents

2020 2019
Cash and bank balances 167,017 198,979
Bank deposits 1,093,818 1,963,500
Cash and cash equivalents 1,260,835 2,162,479

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)

(b)

(c)

(d)

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$279.1 million
(2019: HK$258.4 million);

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$180.6 million (2019: HK$227.7 million);

acquisition of property, plant and equipment 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$9.4 million (2019:
HK$22.4 million); and

the Fund is required to pay notional market rental on premises leased
from the Government as well as notional rates and government rent
for all premises in use. The notional market rentals of some offices
have been gradually waived since 2006. For the year ended 31 March
2020, the notional market rentals for all twenty premises leased from
the Government amounting to HK$58.0 million (2019: eight premises
amounting to HK$32.5 million) and notional rates and government rent
amounting to HK$23.0 million (2019: nil) were waived.

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. Property, plant and equipment supplied by related
parties were charged at full cost.
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Commitments

(a) Capital commitments

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

2020 2019
Authorised and contracted for 62,550 24,836
Authorised but not yet contracted for 156,017 141,809

218,567 166,645

(b) Operating lease commitments

At the reporting date, the total future minimum lease payments payable
under non-cancellable operating leases for leased properties were as

follows:
2020 2019
Not later than one year _ 127,154
Later than one year but not later than five years - 284,989
Later than five years - 1,129,009
- 1,541,152

From 1 April 2019 onwards, future lease payments are recognised as
lease liabilities in the statement of financial position in accordance with
the accounting policies as set out in note 2(d) and the details regarding
the Fund’s future lease payments are disclosed in note 9(b).

Financial risk management
(a) Investment policy

To provide an ancillary source of income, surplus cash is invested in a
portfolio of financial instruments. The portfolio includes 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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Financial risk management (continued)

(b) Currency risk

Currency risk is the risk that the fair value or future cash flows of a
financial instrument will fluctuate because of changes in currency
exchange rates. The Fund 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$29.1
million (2019: HK$50.2 million) in the statement of comprehensive

income.

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

the reporting date:

2020
BE af&
Assets Liabilities
761,245 35,341
348,597 782,712
114 24
9,014 2,777
341 157
1,119,311 821,011

2019

BE
Assets

1,097,881
39,868
75

7,030
780

1,145,634

&fR
Liabilities

34,078
1,495,171
3

2,433
n9

1,531,804

It was estimated that, as at 31 March 2020, with all other variables held

constant:

* a 0.5% (2019: 0.5%) increase / decrease in the exchange rate of the
US dollar against the Hong Kong dollar would decrease / increase the

loss for the year by HK$3.6 million (2019: HK$5.3 million);

* a 3% (2019: 3%) increase / decrease in the exchange rate of the
Special Drawing Rights against the Hong Kong dollar would increase
/ decrease the loss for the year by HK$13.0 million (2019: HK$43.7

million); and

* a 5% (2019: 5%) increase / decrease in the exchange rate of other
currencies against the Hong Kong dollar would decrease / increase
the loss for the year by HK$0.3 million (2019: HK$0.3 million).



( BR¥FRIEERASN  SEBLUBIET T -
Amount expressed in thousands of Hong Kong dollars, unless otherwise stated.)

B ELSEES Post Office Trading Fund

21. MISEMEE (1)
(c) FIZRmEbR ()

Financial risk management (continued)

Interest rate risk
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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.

(d) 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.
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Financial risk management (continued)

(d) Creditrisk (continued)

(e)

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:

2020 2019
Bank deposits and bank balances,
by credit rating:
Aal to Aa3 297,440 213,812
Alto A3 617,684 1,737,804
Baal to Baa3 329,000 200,000
1,244,124 2,151,616
2020 2019
Debt securities measured at
amortised cost, by credit rating:
Aalto Aa3 - 202,605
The movement in loss allowances
for trade receivables during the
year is as follows:
2020 2019
Balance at beginning of year 2,017 2,023
Impairment losses recognised 170 158
Amounts written off (30) (164)
2,157 2,017

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

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

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)

(f) Other financial risk

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 2020, a 50
basis point increase / decrease in the interest rates for 2019 and 2020,
with all other variables held constant, would decrease / increase the loss
for the year by HK$12.4 million (2019: HK$12.1 million).

Possible impact of amendments, new standards and
interpretations issued but not yet effective for the year
ended 31 March 2020

Up to the date of issue of these financial statements, the HKICPA has issued
a number of amendments, new standards and interpretations which are not
yet effective for the year ended 31 March 2020 and which have not been early
adopted in these financial statements.

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

Event after the reporting date

The outbreak of novel coronavirus (COVID-19) in early 2020 has caused
disruptions to businesses and triggered a period of global economic
slowdown. The Fund considers that the outbreak of COVID-19 has the
potential to significantly impact the Fund’s business after the reporting date.
As the situation is fluid and rapidly evolving, the impact of COVID-19 on the
Fund’s financial position cannot be estimated with any precision. The Fund is
keeping abreast of the latest development of COVID-19 and is making timely
adjustments to its operations based on the Government’s anti-epidemic
measures and the availability of services of other postal operators.
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