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2022,/ 23FEEFEARR Financial Results 2022/23

1. HEREEREME » 2022235 ER 1. 2022/23 was a challenging year for the OFCA Trading
TRkEN—F - EFREFHR2021,22F Fund. The profit for the year fell to HK$5.2 million from
EHNSOOBETTHES20EET - BE HK$8.0 million in 2021/22. For the rate of return on
BEFHFERBREHEEN-16.1% T Bk average net fixed assets (ANFA), it dropped to -26.7%*
F-26.7%" » TEBEELZ HIEMFAK - from -16.1% last year, which was primarily the result of an

increase in operating expenditure.

2. Z2EREKRABAL8%4ERTT  BREFMN4.771 2. The total revenue at HK$489.4 million was higher than
EBATAD FERRISKREBBEMNMET the amount of HK$477.1 million last year mainly due to
FRF SR AL o increase in revenue from licence fees as well as interest

income from bank deposits.

3. #EXHAE 2022 23FERETH EFH 3. On the expenditure side, the total expenditure rose by
3.2%FE4.842M88 7w > TEFERERET A 3.2% to HK$484.2 million in 2022/23 mainly due to
MEERZ I - increase in staff costs and operating expenses.

*EEEETFELNRERUEZERE (FEE (0F *The rate of return on ANFA is calculated as total comprehensive income

HIEE) FISUWRA ~ FIE % HALRZ G R ERRANIE) R (excluding, if any, interest income, interest expenses and settlement of

UEEEETFERGHEAENESEX - BEEERE restitution claims) divided by average net fixed assets, and expressed as a

EYE - RERBMNEREE - percentagle. Fixed assets include property, plant and equipment and intangible
assets only.
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MBI : Highlights of the financial performance:

2022/23

BEAT

HK$'m

A Revenue 489.4 4771
H Expenditure 484.2 469.1
A Profit 5.2 8.0
EE&EEFFELERE Rate of return on ANFA -26.7% -16.1%
IZA Revenue

[ AR Licence fees
82.2% (83.4%)

fR% % Service charges
8.8% (9.2%)

F2UA Interest income
8.5% (6.4%)

T8 Miscellaneous
0.5% (1.0%)

3z i Expenditure

£ Operation
14.1% (12.7%)

BT Staff
81.3% (82.5%)

& [ #i44 Depreciation & amortisation
4.4% (4.2%)

E&R Consultancy

0.2% (0.5%)
REERERRMNIA
Settlement of restitution claims
0.0% (0.1%)

* FER A R2021, 226 EH T
In parentheses are 2021/22 figures
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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 Office of the Communications Authority
Trading Fund set out on pages 66 to 106, which comprise the
statement of financial position as at 31 March 2023, and the
statement of comprehensive income, statement of changes in
equity and statement of cash flows for the year then ended,
and notes to the financial statements, including a summary of
significant accounting policies.

In my opinion, the financial statements give a true and fair view
of the state of affairs of the Office of the Communications
Authority Trading Fund as at 31 March 2023, 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).
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RAEHEIGFHERME M EAHEREL

EREMHERRE - BAEBEERHAEEER
CIREEARRNLEMEBEERNAEEER
TFHEREEES] - UREERBR MREERHE
REHRNEIE  WAFHEREEA SRR -

Report of the Director of Audit

Basis for opinion

| conducted my audit in accordance with section 7(5) of the
Trading Funds Ordinance and the Audit Commission auditing
standards. My responsibilities under those standards are further
described in the Auditor’s responsibilities for the audit of the
financial statements section of my report. | am independent of
the Office of the Communications Authority Trading Fund in
accordance with those standards, and | have fulfilled my other
ethical responsibilities in accordance with those standards. |
believe that the audit evidence | have obtained is sufficient and
appropriate to provide a basis for my opinion.

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

The General Manager, Office of the Communications Authority
Trading Fund is responsible for the preparation of financial
statements that give a true and fair view in accordance with
HKFRSs issued by the HKICPA and section 7(4) of the Trading
Funds Ordinance, and for such internal control as the General
Manager, Office of the Communications Authority Trading Fund
determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether
due to fraud or error.

In preparing the financial statements, the General Manager,
Office of the Communications Authority Trading Fund is
responsible for assessing the Office of the Communications
Authority Trading Fund’s ability to continue as a going concern,
disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting.

000000000 mwe s oo - - -
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Report of the Director of Audit

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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PAM » RRFMG BRI EEEENS
BEERPATEEES THREMEER
e MR

Report of the Director of Audit

obtain an understanding of internal control relevant
to the audit in order to design audit procedures
that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the
effectiveness of the Office of the Communications
Authority Trading Fund’s internal control;

evaluate the appropriateness of accounting policies
used and the reasonableness of accounting estimates
and related disclosures made by the General Manager,
Office of the Communications Authority Trading
Fund;

conclude on the appropriateness of the General
Manager, Office of the Communications Authority
Trading Fund’s use of the going concern basis of
accounting and, based on the audit evidence obtained,
whether a material uncertainty exists related to
events or conditions that may cast significant doubt
on the Office of the Communications Authority
Trading Fund’s ability to continue as a going concern.
If | conclude that a material uncertainty exists, | am
required to draw attention in my auditor’s report to
the related disclosures in the financial statements
or, if such disclosures are inadequate, to modify
my opinion. My conclusions are based on the audit
evidence obtained up to the date of my auditor’s
report. However, future events or conditions may
cause the Office of the Communications Authority
Trading Fund to cease to continue as a going
concern; and
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ETEERWRS Report of the Director of Audit

— FHMERMTEIRERAVERREYERA I - EEH — evaluate the overall presentation, structure and
AR BIEFREEN » UKEERKE content of the financial statements, including the
BEHRERMRZZFEE - disclosures, and whether the financial statements

represent the underlying transactions and events in a
manner that achieves fair presentation.

H BN R EERN AT EESEKIRAIEET | communicate with the General Manager, Office of the
BB HENREUREASRIRSEEE 6 Communications Authority Trading Fund regarding, among
FEREE AR B R SRS U A R TREE o other matters, the planned scope and timing of the audit and

significant audit findings, including any significant deficiencies
in internal control that | identify during my audit.

1 e

ETEER Terry Mok
(BEETENEEREEXAT) Assistant Director of Audit (Acting)
for Director of Audit

BiTE Audit Commission
&8 6th Floor, High Block
EIEE665E Queensway Government Offices
SEEHNESESEOE 66 Queensway

Hong Kong
2023F9H14H 14 September 2023
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MRz Financial Statements
2mkER Statement of Comprehensive Income
i T (Exprecsed i thousands of Han Kong dollars)

Eﬁi 2023 2022
KEEFEHZBA Revenue from contracts with customers 4 445,829 442,141
FVERA Operating costs 5 (484,245) (468,973)
E(FESE Loss from operations (38,416) (26,832)
HilstA Other income 6 43,573 34,794
FEZER Profit for the year 5,157 7,962
Hit2muis Other comprehensive income — —
FERZEmRE Total comprehensive income for the year 5,157 7,962
ElEE EEHRE Rate of return on fixed assets 7 -26.7% -16.1%

F70E 106 BRIMIEE A RTFFRRA—EBD » The notes on pages 70 to 106 form part of these financial statements.
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BAT5ER3R Financial Statements
IBIRRR Statement of Financial Position
12023%3H8310 as at 31 March 2023
(LB TFTli5YT) (Expressed in thousands of Hong Kong dollars)
fisE
bl 2023 2022
JERBEE Non-current assets
Ly ERNE Y SEr T Property, plant and equipment 8 127,804 135,613
EREEE Right-of-use assets 9(a) 14,573 22,006
m EE Intangible assets 10 5,657 2,921
NEEEENR Placement with the Exchange Fund 11 500,000 570,145
648,034 730,685
MENEE Current assets
FEWIE RN R ELfth FE RIS Trade and other receivables 12, 13(a) 2,203 893
FEULBRE N L IRER Amounts due from related parties 20 6,076 93
N EE S ETR R Interest receivable from placement 5,493 7,873
with the Exchange Fund
EHEWF S Other interest receivable 9,175 1,021
NEEESEFER Placement with the Exchange Fund 11 102,073 —
RITIERR Bank deposits 500,700 593,100
HEMIRITIERR Cash and bank balances 2,846 10,314
628,566 613,294
wBAaE Current liabilities
FEIIRR R EL fth e FRIE Trade and other payables 17,314 17,064
REBRERREE Provision for restitution claims 21 662 662
EETEH B Provision for employee benefits 14 12,554 11,448
FE(TRASE AN RSN Amounts due to related parties 20 34,718 32,590
RIEWA Deferred income 13(b) 139,025 204,156
fHEaE Lease liabilities 9(b) 4,690 5,443
208,963 271,363
MENEERE Net current assets 419,603 341,931
BEERERSASE Total assets less current liabilities 1,067,637 1,072,616
JERENAE Non-current liabilities
IEEWA Deferred income 13(b) 189 34
HEaE Lease liabilities 9(b) 10,174 16,918
S R G Provision for employee benefits 14 68,707 72,254
79,070 89,206
FEE NET ASSETS 988,567 983,410
BEAREGHE CAPITAL AND RESERVES
EERSER Trading fund capital 15 212,400 212,400
BRE Development reserve 16 690,165 690,165
fREZEF Retained earnings 17 86,002 80,845
988,567 983,410
e Chaucer Leung
ENERESERNAE General Manager,
EEASIRIKE Office of the Communications Authority Trading Fund
2023F9H14H 14 September 2023

FE70E 106 BN ARMFHRRI—IS © The notes on pages 70 to 106 form part of these financial statements.
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BFSER R Financial Statements
EREEHR Statement of Changes in Equity
#HE2023F3831HILEE for the year ended 31 March 2023
(L BT Ti5YT) (Expressed in thousands of Hong Kong dollars)

2023 2022
FEFEER Balance at beginning of year 983,410 975,448
FEEZmEE Total comprehensive income for the year 5,157 7,962
FREERR Balance at end of year 988,567 983,410

FE70E 106 ERIMIEI A RTEIRERAM—EBS © The notes on pages 70 to 106 form part of these financial statements.
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7SR} Financial Statements
RERER Statement of Cash Flows
#FE2023F3R31HLEE for the year ended 31 March 2023
(LB TFTli5YT) (Expressed in thousands of Hong Kong dollars)
i
Note 2023 2022
SEEAZRERE Cash flows from operating activities
EfFBE Loss from operations (38,416) (26,832)
FHRIEE - Adjustments for:
BIBWA Sundry income 2,163 4,604
HE IV  REBREBMN Loss / (Gain) on disposals of property, 25 (20)
B8/ (%) plant and equipment
W% RERBITE Depreciation of property, plant and equipment 14,692 13,392
FREEERE Depreciation of right-of-use assets 5,378 5,378
ARSI Amortisation of intangible assets 1,141 898
HEaRHEXH Interest expenses on lease liabilities 78 100
@I%mﬁﬁ&ﬂﬂﬁﬂﬁuﬁﬂﬁ (#m),/ (Increase) / Decrease in trade and other receivables (1,311) 4731
e
FEURRE A\ LIRFUENN Increase in amounts due from related parties (5,983) (93)
FEIIRFN R B MFE A FIE RS Decrease in trade and other payables (472) (6,360)
FE(TRAE A LIRRUEM Increase in amounts due to related parties 1,823 148
EERARD Decrease in deferred income (64,976) (25,156)
RERFEERD Decrease in provision for employee benefits (2,441) (7,821)
BREBRERRMS (THHIE Amount paid on settlement of restitution claims — (6,312)
SEERMARSRE Net cash used in operating activities (88,299) (43,343)
REEEZRENE Cash flows from investing activities
NEEEEFFEM Increase in placement with the Exchange Fund (31,928) (25,594)
FEHRA=ER U LHRITER Decrease in bank deposits with original maturities 90,100 58,100
Y over three months
BEYE RERSVTEREE Acquisition of property, plant and equipment (9,764) (13,176)
and intangible assets
HE SHEMIE « RERBIFE Net proceeds from disposals of property, 7 46
e plant and equipment
BUFIR Interest received 35,636 29,692
REERMSREFE Net cash from investing activities 84,051 49,068
RMEERZRERE Cash flows from financing activities
HEaBENE Payments of lease liabilities 9(b) (5,520) (5,520
REEEMAREFE Net cash used in financing activities (5,520) (5,520)
REREFREMW (HY) EIMFE  Net (decrease) / increase in cash and cash (9,768) 205
equivalents
FANRERERARE Cash and cash equivalents at beginning of year 16,314 16,109
FRORERFARE Cash and cash equivalents at end of year 18 6,546 16,314

FE70E 106 ERIMIEI A RIFEIRERM—EBD © The notes on pages 70 to 106 form part of these financial statements.

FEE | MERA

—




2022/23 Trading Fund Report

EEETHWEE

BT ERER Financial Statements

MTEERRIMIEE

(BRIGRIFEEESN - BB 2 BRI B F T (U5 )

Notes to the Financial Statements

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

1. General

HIXERE1995F58 10B1KiR (EE8E %
1&B1) (55430F) 53 4R OIEEBIRE -
R1995F6B1BMMBNERR (BNRF)
EEER - EREERSBBE2012454
BlHBBRERN CEASHEEREMN)
(616F) F25EMATE - REIHEH®
25 NENENEERNARE (B M) &
EER (BEES) - BANEEEER
(BHR) 2EE (BAEHEERKEG)
FRALRYETE#AE - BRI R BB IT
IBFY - BAHRAEERMNRT (EREG)
(%6562F) ~ (EH (HIEEX) 56
(8391F)  (EAEHEEERGEGA) -
(EBIFUEH) (5B106E) -~ (GEEHEF
MEMEHY (5593F) - UK (FEmaREA
1&HF) (5362F) M (HFKEED) (B
619F) - WIRBHRE T AKHIRITEM
BEE - S EESBEBREBRTHREBAT
(B WEBERKERER  ZBEAR
HEEEF > 9iF

(a) EEFMARTSEERRARTSRIEMEMRE ;

(b) EEBERBIFENEE
(€ ®MEM - EREKREERSEERBA
TR itsEsh  BRBIFNIRARTS

(d) EERMEEMERERER DT
&

(e) BT (FFEAEFARMER) 5 UKk

() MEREAREEBRFDNQTFEFIFA
METRFHF

The Office of the Telecommunications Authority (OFTA)
Trading Fund was established on 1 June 1995 under
the Legislative Council Resolution passed on 10 May
1995 pursuant to sections 3, 4 and 6 of the Trading
Funds Ordinance (Cap. 430). By virtue of section 25 of
the Communications Authority Ordinance (CAO) (Cap.
616) which came into operation on 1 April 2012, the
OFTA Trading Fund was renamed as the Office of the
Communications Authority (OFCA) Trading Fund (the
Fund) on the same date. The OFCA serves as the executive
arm of the Communications Authority (CA), which is
a statutory body set up under the CAO to administer
and enforce the Broadcasting Ordinance (Cap. 562),
the Broadcasting (Miscellaneous Provisions) Ordinance
(Cap. 391), the CAO, the Telecommunications Ordinance
(Cap. 106) and the Unsolicited Electronic Messages
Ordinance (UEMO) (Cap. 593), as well as the Trade
Descriptions Ordinance (Cap. 362) and the Competition
Ordinance (Cap. 619), and to perform any function under
or by virtue of any Ordinance. The Fund, which is under
the policy portfolio of the Commerce and Economic
Development Bureau of the Government of the Hong
Kong Special Administrative Region (the Government),
supports the principal activities of the CA, as follows:

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

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

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

(d) overseeing technical standards and representing the
Government on international affairs;

(e) enforcing the UEMO; and

(f)  ensuring the enforcement of fair trading practices and
fair competition in relation to telecommunications and
broadcasting sectors.

Chapter 7 | Financial Results
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Financial Statements

Notes to the Financial Statements

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

2. Significant accounting policies

(a)

Statement of compliance

These financial statements have been prepared in
accordance with accounting principles generally
accepted in Hong Kong and Hong Kong Financial
Reporting Standards (HKFRSs), a collective term
which includes all applicable individual HKFRSs,
Hong Kong Accounting Standards and Interpretations
issued by the Hong Kong Institute of Certified Public
Accountants (HKICPA). A summary of the significant
accounting policies adopted by the Fund is set out
below.

The HKICPA has issued certain new or 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.

-
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Notes to the Financial Statements

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

2. Significant accounting policies (continued)

(b)

Basis of preparation of the financial statements
(continued)

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

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

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

000000000 mwe s oo - - -
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Financial Statements

Notes to the Financial Statements

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

2. Significant accounting policies (continued)

(c)

Property, plant and equipment

The property, plant and equipment appropriated to
the Fund on 1 June 1995 were measured initially
at deemed cost equal to the value contained in the
Legislative Council Resolution for the setting up of
the Fund. Property, plant and equipment acquired
since 1 June 1995 are capitalised at the actual costs
incurred.

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

- leasehold land and buildings held for own use;
and

- plant and equipment, including telecommunications
and broadcasting equipment, computer systems,
furniture, fixtures and motor vehicles.

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

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

2. Significant accounting policies (continued)

(c)

Property, plant and equipment (continued)

- Leasehold land over the unexpired term of

lease

- Buildings situated on over the shorter of the unexpired

leasehold land term of lease and their useful

lives
- Equipment 5to 12 years
- Computer systems 5 years
- Furniture and fixtures 5 years
- Motor vehicles 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

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 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.

Chapter 7 | Financial Results
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(Amount expressed in thousands of Hong Kong dollars, unless otherwise stated.)

2. Significant accounting policies (continued)

(d)

Leases (continued)

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, and the
remeasurement arising from any reassessment of
lease liability or lease modification.

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)).

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

2. Significant accounting policies (continued)

(e)

Intangible assets (continued)

Amortisation of intangible assets is charged to the
statement of comprehensive income on a straight-
line basis over the assets’ estimated useful lives of 5
to 12 years.

Impairment of non-financial assets

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

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, bank deposits, and cash
and bank balances.

Chapter 7 | Financial Results
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Notes to the Financial Statements

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

2. Significant accounting policies (continued)

(g)

Financial assets and financial liabilities (continued)

(i)

Initial recognition and measurement (continued)

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

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

Classification and subsequent measurement

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

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

2. Significant accounting policies (continued)

(g) Financial assets and financial liabilities (continued)

(ii)

Classification and subsequent measurement
(continued)

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

The Fund classifies all financial liabilities as
subsequently measured at amortised cost using
effective interest method, except for lease
liabilities as stated in note 2(d).

Chapter 7 | Financial Results
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Notes to the Financial Statements

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

2. Significant accounting policies (continued)

(g) Financial assets and financial liabilities (continued)

(ii)

(iii)

Classification and subsequent measurement
(continued)

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

Derecognition

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

A financial liability is derecognised when
the obligation specified in the contract is
discharged or cancelled, or when it expires.

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:

-
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2. Significant accounting policies (continued)

(g)

Financial assets and financial liabilities (continued)

(iv)

Impairment of financial assets (continued)

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.

Chapter 7 | Financial Results a
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Notes to the Financial Statements

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

2. Significant accounting policies (continued)

(g)

Financial assets and financial liabilities (continued)

(iv)

Impairment of financial assets (continued)

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.

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

2. Significant accounting policies (continued)

(g)

Financial assets and financial liabilities (continued)

(iv)

Impairment of financial assets (continued)

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.

Chapter 7 | Financial Results a



A N N N % %\ \ \ N

AR

Financial Results

RAFSERER
MTEERRIMIEE

(BRIFEYEEEEN. » BB £ TG B I T TS )
2. XEGFEEK (18

(6 SHAERSMANE @)

(v) SREENEE @)

EEMEERANE - ZTME
E G EAARES R A EIRMEE -
FEEETHBLERFME
TGRSR - ARKE%
AR SRS T2 KRR
PITERR ©

s ERAIEERR

TR TANEREEBERHX
ERMITATEBERHANR
FREGRMEGSTEEBRE
(BNFrERERRESHRE &
RBEHERGNEMTEER
ENRERELNESEES RIS
WENRERENEHER -
ETHMEEARSBFHEER
8 EEESRBEZEENRE
RELREERRERF KA/
RANHBEGERREZREN
REBNERFTERRERS
B

83 E Lo e

- e VOIS

/—o

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

2. Significant accounting policies (continued)

(g)

Financial assets and financial liabilities (continued)

(iv)

Impairment of financial assets (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.
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2. Significant accounting policies (continued)

(h)

Deferred income

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

Revenue recognition

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

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

Other income is recognised on an accrual basis.
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Notes to the Financial Statements

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

2. Significant accounting policies (continued)

1)

Employee benefits

The employees of the Fund comprise civil servants
and contract staff. Salaries, staff gratuities and annual
leave entitlements are accrued and recognised as
expenditure in the year in which the associated services
are rendered by the staff. For civil servants, staff
on-costs, including pensions and housing benefits
provided to the staff by the Government, are charged as
expenditure in the year in which the associated services
are rendered.

For civil servants employed on pensionable terms, their
pension liabilities are discharged by reimbursement of
the staff on-cost charged by the Government. For other
staff, contributions to the Mandatory Provident Fund
Scheme are charged to the statement of comprehensive
income as incurred.

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

2. Significant accounting policies (continued)

()

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. Exchange gains and losses
are recognised in the statement of comprehensive
income.

Cash and cash equivalents

Cash and cash equivalents include cash and bank
balances, and other short-term, highly liquid investments
that are readily convertible to known amounts of
cash and subject to an insignificant risk of changes in
value, having been within three months of maturity at
acquisition.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain
timing or amount when the Fund has a legal or
constructive obligation arising as a result of a past
event, it is probable that an outflow of economic
benefits will be required to settle the obligation and
a reliable estimate can be made. Where the time
value of money is material, provisions are stated at
the present value of the expenditure expected to
settle the obligation.
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2. FEGSHEE B) 2. Significant accounting policies (continued)

(n) WERIEEE B (n)  Provisions and contingent liabilities (continued)

ERIEEREETEREANBBERE Where it is not probable that an outflow of economic
AT SEMEH S RNESEE 5T benefits will be required, or the amount cannot be
EEUNEEENERIRE » BRIEAEM estimated reliably, the obligation is disclosed as a
HISERBII T EEMERE - ERREEE contingent liability, unless the probability of outflow of
HEREEERERTHLZTEHTERT economic benefits is remote. Possible obligations, whose
BREHENHARET  TEUREERE existence will only be confirmed by the occurrence or
MR E  RRIEZEN B ARENR non-occurrence of one or more future events, are also
BEMEARIE © disclosed as contingent liabilities unless the probability of

outflow of economic benefits is remote.

3. EFtHRNE 3. Changes in accounting policies
EHEGFAGER T & TG SRETH The HKICPA has issued certain new or revised HKFRSs
HFRAVMBRESENT NS EESHN AT that are first effective for the current accounting period of
BRENY - BARAMBREMEBFEEN the Fund. There have been no changes to the accounting
BETHCE - WRRELESEEME EME - policies applied in these financial statements for the years

presented as a result of these developments.

EEERISERNEMEAG M ERE The Fund has not applied any new standard or interpretation
WHVFT AR RE (MIEE23) o that is not yet effective for the current accounting period
(note 23).
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4. Revenue from contracts with customers

EMERE
IR — Dt
R —8A
EREMRE
EBBEATRERE (5 20(a)

HIERA

EEESTRENBBERMPITEEES -
BiE (EREA) R (BHEMN) - S8R
EEERENNENEE  TESRENR
BRERRFBHRENFESE - FEHEE
AEAHNRBE - EEESETRMEM
RFBREEIT T BAEME - MLAERARE
R R REERARTS & ©

EREREA LR HEFEARN KRB IR LR
RIFRMRERT - EERERERMHERM
IRFHIERETT T BREE - MiRIKREI 25
R AR R BE R P SR AR TS &

Telecommunications licence fees

Licences - Public 321,693 317,269
Licences - Private 38,896 38,669
Broadcasting licence fees 41,951 42,180
Services provided to related 43,006 43,729
parties (note 20(a))
Miscellaneous revenue 283 294

445,829 442,141

The Fund supports the CA to administer and enforce
various ordinances including the Broadcasting Ordinance
and the Telecommunications Ordinance. The Fund’s
performance obligations in contracts with customers
mainly involve licensing and regulating telecommunications
services and broadcasting services. A licensee is required
to pay service fee in advance. The Fund satisfies its
performance obligation as the service is rendered and
recognises the fee over time on a straight-line basis.

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

Notes to the Financial Statements

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

2023 2022

BITRA Staff costs 393,573 387,422
A E R R A Accommodation costs 20,993 19,587
EEREYX Operating expenses 41,090 30,053
TR Administrative expenses 5,675 9,385
EER & Consultancy fees 973 2,191
Y RERSIMIFE Depreciation of property, plant 14,692 13,392

and equipment
EREEERE Depreciation of right-of-use assets 5,378 5,378
ER B Amortisation of intangible assets 1,141 898
HiTEH Audit fees 730 667
484,245 468,973
6. H{gA 6. Otherincome

2023 2022

FEURFETIIRE R B EBIFSUIA

NEETEFR

RITER
IRITHERR

TR
REFRERRONE (52 21)

Interest income from financial
assets not at fair value

Placement with the Exchange
Fund

Bank deposits
Bank balances

Sundry income

Settlement of restitution claims
(note 21)

29,548 27,156
11,855 3,227
7 3
41,410 30,386
2,163 4,604
= (196)
43,573 34,794
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(BRISRUEZEESN - BB R8BI TF T LS ° ) (Amount expressed in thousands of Hong Kong dollars, unless otherwise stated.)
7. EIEEERIERE 7. Rate of return on fixed assets
EEEERREEUEEZEKE (FEIE The rate of return on fixed assets is calculated as total
(INBEBIEE) FIEWA ~ A2 HARER comprehensive income (excluding, if any, interest income,
IREBERRNFIE) RUBEEEFTEFERK interest expenses and settlement of restitution claims)
FEMENESX -BEEERGIEYE - divided by average net fixed assets, and expressed
RERBUIHNBELEE - HEEEAREE as a percentage. Fixed assets include property, plant
(CEESKEN) FoEEE > AL ER and equipment and intangible assets only. The Fund is
SO LGEINESFECTEEBZELRES expected to meet a target rate of return on fixed assets of
5.2% (2022%F : 5.5%) ° 5.2% per year (2022: 5.5%) as determined by the Financial

Secretary under section 6 of the Trading Funds Ordinance.
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8. % - SRiEkEM 8. Property, plant and equipment
TREE  &fE BiERE FARRKE HH g
Landand Equipment Computer Furniture Motor Total
buildings systems and vehicles
fixtures
(573 Cost
R2021%F481H At 1 April 2021 220,243 72,553 49,257 52,689 5914 400,656
RE Additions — 6,861 4,582 1,617 1,520 14,580
HE FHiH Disposals — (49) (725) (87) (755) (1,616)
W2022%3831H At 31 March 2022 220,243 79,365 53,114 54,219 6,679 413,620
R2022%F 4818 At 1 April 2022 220,243 79,365 53,114 54,219 6,679 413,620
hE Additions — 884 4,386 — 1,670 6,940
HE G Disposals — (3) (1,546) (12) (872) (2,433)
12023%3H831H At 31 March 2023 220,243 80,246 55,954 54,207 7,477 418,127
REHRE Accumulated depreciation
R2021F481H At 1 April 2021 113,316 58,926 40,634 49,176 4,159 266,211
FRIFE Charge for the year 4,849 3,915 2,845 1,044 739 13,392
&/ SHEH DA Written back on disposals — (49) (725) (67) (755) (1,596)
$2022F3831H At 31 March 2022 118,165 62,792 42,754 50,153 4,143 278,007
MW2022F481H At 1 April 2022 118,165 62,792 42,754 50,153 4,143 278,007
FRIFE Charge for the year 4,849 4,016 3,576 1,180 1,071 14,692
HE /588l Written back on disposals - (3) (1,489) (12) (872) (2,376)
12023%FE3831H At 31 March 2023 123,014 66,805 44,841 51,321 4,342 290,323
IEEFE Net book value
#2023F3831H At 31 March 2023 97,229 13,441 11,113 2,886 3,135 127,804
2022F3831H At 31 March 2022 102,078 16,573 10,360 4,066 2,536 135,613
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(BRISRUEZEESN - BB R8BI TF T LS ° ) (Amount expressed in thousands of Hong Kong dollars, unless otherwise stated.)

9. & 9. Leases

() EREEE (a) Right-of-use assets
2023 2022
%3 Cost
FH) At beginning of year 32,271 32,271
EFt=HEAE Remeasurement of lease (2,055) —
liabilities
FiR At end of year 30,216 32,271
RFHRE Accumulated depreciation
F9 At beginning of year 10,265 4,887
FAFE Charge for the year 5,378 5,378
FiR At end of year 15,643 10,265
IRERE Net book value
Fi& At end of year 14,573 22,006
(b) FHE&SE (b) Lease liabilities
2023 2022

Vi) Current 4,690 5,443
JEREN Non-current 10,174 16,918

14,864 22,361

TRETHEAENES X 6 FHER The table below shows changes in lease liabilities,
JEIREEH) o including both cash and non-cash changes.
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Notes to the Financial Statements

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

9. Leases (continued)

(b) Lease liabilities (continued)

2023 2022
F4) At beginning of year 22,361 27,781
RERMERSRENES) Changes from financing
cash flows:
Y HHEEERE Payments of lease liabilities (5,520) (5,520)
JEIREEE) Non-cash changes:
HEABENFEZE Interest expense on lease 78 100
liabilities
EFtEHEARE Remeasurement of lease (2,055) —
liabilities
Fig At end of year 14,864 22,361

HERENFERSHIRTIENT - &
FAERERBE S REIRNIRSRES
H

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

—&R
—EREMERN

MEREBRERN

hER

2023 2022

Within one year 5,080 5,520

After one year but within 5,040 5,520
two years

After two years but within 5,460 11,500
five years

After five years = -
15,580 22,540

(€ MEEKERAHERHEEHERISH
HH

(c) Expense items in relation to leases recognised in the

statement of comprehensive income

2023 2022

HERREF R H

Interest expense on lease 78 100
liabilities
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(BRISRUEZEESN - BB R8BI TF T LS ° ) (Amount expressed in thousands of Hong Kong dollars, unless otherwise stated.)
9. HHE (&) 9. Leases (continued)
(d) FHERSFLESE (d) Total cash outflow for leases
HEaE Lease liabilities 5,520 5,520
10. B & E 10. Intangible assets

BiE R R REREER

Computer software licences and system development costs

2023 2022
3% Cost
T4 At beginning of year 18,257 17,450
hE Additions 3,877 1,101
HE ST Disposals (13) (294)
FR At end of year 22,121 18,257
REHHH Accumulated amortisation
F9 At beginning of year 15,336 14,732
F R Charge for the year 1,141 898
HE FEEEEIE Written back on disposal (13) (294)
FiR At end of year 16,464 15,336
IRERE Net book value
F#R At end of year 5,657 2,921

11. AEEEER 11. Placement with the Exchange Fund

NERESEFEIIERA6E207.388T (2022 The balance of the placement with the Exchange Fund
& 1 5(87,014.5787T) » HP4/E8,0008 % amounted to HK$602,073,000 (2022: HK$570,145,000),
7t (20224 : 4128,000B#ET) BAXL » being the principal sum of HK$480,000,000 (2022:
1/82,207.38#T (20224 : 9,014.58% HK$480,000,000) plus interest paid but not yet withdrawn
7o) AIEHREHEARERFRIERNFE - at the reporting date of HK$122,073,000 (2022:
SGEAAHANE (BEFBES - HBARRTR HK$90,145,000). The term of the placement is six years
BEIRENAS © from the date of placement, during which the amount of

principal sum cannot be withdrawn.
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B T5ERRMIEE Notes to the Financial Statements

(BRISRUEZEESN - BB 2B BN TFTlLFT ° ) (Amount expressed in thousands of Hong Kong dollars, unless otherwise stated.)

11. NEEETER 8) 11. Placement with the Exchange Fund

(continued)

EIEIHH 20234558 FIHARS - ZEHSETES Upon maturity of the placement in May 2023, the Fund
BEHRTHAD  AEAE  TIENBTEA renewed the placement with a principal sum of
MEEF) B o HK$500,000,000 for another six years and withdrew the

remaining interest paid.

NEESEIF EAREE1IAEENEES Interest on the placement is payable at a fixed rate
RHE - FERAESRTHSBREASEN determined every January. The rate is the average annual
SEHEEREO8H = FBAFESEL investment return of the Exchange Fund’s Investment
—EFENFEHFENE  LREPRSE Portfolio for the past six years or the average annual yield
A TIEA0% - 2023 EMEELRRAS of three-year Government Bond for the previous year
F3.7% 1 2022 B ES5.6% o subject to a minimum of zero percent, whichever is the

higher. The interest rate has been fixed at 3.7% per annum
for the calendar year 2023 and at 5.6% per annum for the

calendar year 2022.
12. FEYIRER Ay H th FEMFhIA 12. Trade and other receivables
2023 2022
FEMIRFR Trade receivables 39 481
FEIFUE Advance payments 483 258
mehEMERFIE Deposits and other receivables 1,681 154
2,203 893
13. BERBSHEER 13. Contract balances with customers
(a) FMEWERIREHNEE (@) Receivables and contract assets
AR ERTS A E  EHREH For services provided to licensees, the balance of
FEM IR FRBV ISR TE M ST 12 2 5 A FEIX receivables at the reporting date is presented as
IR - EERSUWEIMESWEE trade receivables in note 12. The Fund does not have

any contract assets.
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(BRISRUEZEESN - BB R8BI TF T LS ° ) (Amount expressed in thousands of Hong Kong dollars, unless otherwise stated.)

13. BERMSHEEE (8) 13. Contract balances with customers

(continued)
(b) ENEE (b) Contract liabilities

EEE LM M TET USRS The Fund’s obligations to provide services to licensees
IRERBNEME - EHRBRARRZET! for which the Fund has received advance payments
ABEFEWA o from the licensees are presented as deferred income

in the statement of financial position.

2023 2022

nEh Current 139,025 204,156
JERED Non-current 189 34

139,214 204,190

—IRTE SO BT FE S PR In general, licensees are required to pay licence fees
UK E#RERBEENEIRLREESE B upon issue of the licence, and on each anniversary
B EE QM ERE - AEEEN thereafter during the validity period of the licences.
IR ERRINENE - H1EE20ER Period of validity for each type of licence varies,
S o iAo h 25 7 2% LN B EA I A ranging from 1 to 20 years. When a licensee does not
e PRIRES » SRR A RCIN T R B Ay pay licence fee on an anniversary date, the licence
oIS - TSI T I I S NS may be suspended or revoked and the contract
EHIIT o TR PEENEBE S ERERK with the licensee would become unenforceable.
EN—7K o SEEWM ASSRR BIEERE A D For certain types of licences, licence fees are to be
BEXET (FHEDRET) BHRET paid biennially. The balances of deferred income
BiEE 2B o BTN EmMFEIRE—RE represent the aggregate amount of the transaction
fEiRE » LERSTERTERERNREDRS price allocated to the performance obligations that
SRR ABIRA - EREMEZ K are unsatisfied (or partially satisfied) at the reporting
A B ERSTEHE—EXNTRERAK date. For the deferred income from biennial licence
A o BEEAKRBEESHIAERN fees, the Fund expects to recognise as revenue within
AIZBEBIE o two years. For other deferred income, the Fund

expects to recognise as revenue within one year. No
consideration from contracts with customers is not
included in the transaction price.
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13. REREHREER (B) 13. Contract balances with customers
(continued)
(b) EHEE (#8) (b) Contract liabilities (continued)
FERIEIEWRA SR E XSS 25 Significant changes in the balances of deferred
T income during the year are shown below:
2023 2022
RENFBELEW A ERIFIETE ERRED Decrease due to (204,156)  (229,135)
ARATRD recognition as revenue
during the year that was
included in the balances
of deferred income at
beginning of year
R AR FE S FIE TG N Increase due to advance 139,180 203,979
payments received during
the year
14. EEEFEE 14. Provision for employee benefits
AT ERS HAt PR M RIEHR T REE This represents the estimated liability for employees’
FREGHNEEN RMENGEHEE (B annual leave and obligations on contract-end gratuities
532()) ° payable to contract staff for services rendered up to the
reporting date (see note 2(j)).
15. SEESERX 15. Trading fund capital
AR SEESNIRE - This represents the Government’s investment in the Fund.
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16. EEEHE 16. Development reserve

AR T R FAZ R B RO ¥RAVA B -
WRE A RIEMKENTE -

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

2023 2022

FH R EREAEER Balance at beginning and 690,165 690,165

end of year

17. (REE2F 17. Retained earnings

2023 2022
FYRERR Balance at beginning of year 80,845 72,883
FEESEIE Total comprehensive income 5,157 7,962

for the year
FIRIER Balance at end of year 86,002 80,845

MR2023%78 - BAFRTERMEBE2022F
SABIHILLFENBRER (RIMfFE7) B
EBR—MRA - 122023538310 » &iE
BEEEBT707 28BN REREN - UFE
TREBEHAEAT - REBEAEMTHERE
2023% 3831 I FEBREIREHE - KK
BREEHNSENKE SR T BAERM
E - BECERASRAREBRLR - RIF

(EERSKAE) Folk  BRERIERFIZE
EETTE - EEESATREIBAFNETR

R BIRERS - EERETETRE2,060.3
BAETHNREEN (20224 : 2,060.38%
7o) UERREFEEESANERE (R
MiEE21) ©

In July 2023, the Government indicated that no transfer
of target return (see note 7) into general revenue was
required in respect of the year ended 31 March 2022.
As at 31 March 2023, the Fund had set aside retained
earnings of HK$7,072,000, being the calculated amount
of target return for the year ended 31 March 2023, for
future transfer to the Government. The actual amount
and timing of future transfer will be subject to the
direction by the Government. While the target return
is entrusted to be retained in the Fund, it will become
payable to the Government upon receiving direction from
the Government and is not subject to the Fund’s disposal
pursuant to section 6 of the Trading Funds Ordinance.

Apart from the target return, the Fund had also set
aside retained earnings of HK$20,603,000 (2022:
HK$20,603,000) for restitution of excessive licence fees
paid by licensees (see note 21).
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18. RERERRE 18. Cash and cash equivalents
2023 2022
RE R IRITIERR Cash and bank balances 2,846 10,314
RITER Bank deposits 500,700 593,100
503,546 603,414
W REHRA=EA U ENERITER Less: Bank deposits with (497,000) (587,100)
original maturities
over three months
RerkEREE Cash and cash equivalents 6,546 16,314
19. BARIE R Hith#kiz 19. Capital commitments and other
commitments
R2023FE3831H » EBEEL N KEGEHTE As at 31 March 2023, the Fund had capital commitments,
SERNVEH EEBIE AR T so far as not provided for in the financial statements, as

stated below:

BERENE 2N
EEREERREN

2023 2022
Authorised and contracted for 8,935 249
Authorised but not contracted for — 6,917
8,935 7,166

ERBHERE (—EERKEY) 12012
FNARIEBEEE T RESIEN MR
BEERFTE)  (GHE) - WESBAMA
X HEERRE RS HEEREETR 2
FBABBEIRFES - #®RIBR2020F6830
HESTHRMRESR » SEESHRESE
RiBB1508 BT E R > WHHASER
HEME - & - RERIFEERENRS
MEREMAFEERBRY  EEELLZER
SHEIEER (20224 : ) o

FEE | MERA

To help resolve billing disputes in deadlock between
telecommunications service providers and their customers
by means of mediation, a voluntary Customer Complaint
Settlement Scheme (the scheme) was set up in November
2012 and administered by the Communications
Association of Hong Kong, the industry association. By
a Memorandum of Understanding amended on 30 June
2020, the Fund will provide recurrent funding for the long
term operation of the scheme in the amount not exceeding
HK$1,500,000 per annum. During the year, the Fund had
not contributed to the scheme taking into account that
the scheme had sufficient cash flows to cover the required
expenditure for the year (2022: nil).
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20. BIEATRIZE S 20. Related party transactions

MREEMBRERASFRBENRZH - HEH
EANTHEAFEETHRMERRZHEN
T

(@ MBAEATRENRBZOEEE
2,775.8EB AT (2022%F :2,921.3
BB HHEEMKEREHNKE
MUK #E{EL1,524.88 %t (20224 :
1,451.6 A7) HERISEMRER
BHWE ;

Apart from those separately disclosed in the financial

statements, the other material related party transactions

for the year are summarised as follows:

(a)

fees income for services provided to related parties
included advisory and project services amounting
to HK$27,758,000 (2022: HK$29,213,000) and frequency
assignment and protection services amounting to
HK$15,248,000 (2022: HK$14,516,000);

(b) ERBEATRENRFBEERAEMS (b) expenses for services received from related parties
X« REMMEE Z22ER R included accommodation, repairs and maintenance,
BEMBANIZE SEEEMELYE legal advice, central administration and auditing.
BRI 3,251 28 BT (20224 : In total, the Fund incurred HK$32,512,000 (2022:
2,566.38%7T) ; UKk HK$25,663,000) on these services; and

(0 MBBEATBESNYE « REKSM (c) property, plant and equipment acquired from related

BITEE - FARKEE - BLETEE
1{E166.98HBT (20224F : 1528 4%

7T) °

HREA TR EREREA LR HOIARTS -
EBTRRAAREY - IRAREZNNE
BRE ; RBARMEALRY - AR
2R ARE - HFEATHENEEEE
BEEMANRE -

R2023F3H 31 HERMZEA LR B RIEERE
HNMBIRNRRA ©

parties included motor vehicles, and furniture and
fixtures. The total amount of these fixed assets
amounted to HK$1,669,000 (2022: HK$1,520,000).

Services provided by or to related parties were charged

at the rates payable by the general public where such

services were also available to members of the public, or

on a full cost recovery basis where such services were

only available to related parties. Fixed assets supplied by

related parties were charged at full cost.

Balances with related parties as at 31 March 2023 are set

out in the statement of financial position.

000000000 mwe s oo - - -
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21. Contingent liabilities

101

BHEMBEFEEBARARFRZSMRRE
B R B RAAER - BFREIRERN
T EEEREERASERHAXNEE
FIBREREREERER - R20185F
10R - BAFE@EREEEEREN2018
FIASIHMNRERFTTEES 295.98%
7T - BMIRBATRER B IRER B FRENE
EEEANZBFSRNREREE  UFE
ERRENRRAERE - BEROMRER
BERFREEE - ERASIERER  RY
ERMEIRRRAERNEERRERRE
B EERERAEBAVREMEEEMER
BEEMBNEE -

FR - MHERRMEBEBRNFIE (2022
F:19.68%T) - R2023%F3831H >
HEERBERRBEENRERANNEREE
#%2,060.38B75T (20224 : 2,060.38#
7T) °

FEE | MERA

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

During the year, there was no settlement of the restitution
claims (2022: HK$196,000) and the remaining balance of
retained earnings set aside for restitution claims as at 31
March 2023 was HK$20,603,000 (2022: HK$20,603,000).
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(a)

REHER

HIREENEARR - REBRFOIRE
REMTANKRERS - REMSEE
EHEFEARNNERESENR - EEETH
RRE - B SR TANIREERBRE
’RE °

B ER

B RRIEEMTIANQFENRRKE

EREBGHNBEEB I MKEE

Bﬁo

HRNEERSBAID SR TRILGE
AR WEAEHERNEEER
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22. Financial risk management

(a)

Investment policy

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

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 foreign exchange rates.

The Fund does not have significant exposure to
currency risk as substantially all of its financial
instruments are denominated in Hong Kong dollars.
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22. MEREKEIR (B8)

22. Financial risk management (continued)

(c)

EERR

FERREERITAN—AIHEERR
BERITEEMS I BB —ARRMBIRL
B

LEASHNERRERTIEIRNNER
SR~ FEMIRTR L FEKGRIE ~ fE
WRBHEAN LR « FEMRAIR ~ SRITER
RIRITHERR - EEEESTTHEEARIK
R WFHERRARENEERR

»EERESERR - B EHRENS
FRNEBRRRTT - EEESAE
HHEERRKIRSEIR - HiERHER
BEESR12EANEREEGENS
e SRR EARGHELAE
* o

BB aNEREEFT RN |RITER
RIMTHREBNEEEREINT ¢

(c)

Credit risk

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

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

To minimise credit risks, all fixed deposits are placed
with licensed banks in Hong Kong. The Fund’s
exposure to credit risk is considered to be limited.
The loss allowances are measured at amounts equal
to 12-month expected credit losses, which are
assessed to be immaterial by the Fund.

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

EEFR :
Aal & Aa3
A1 EA3
Baal = Baa3

5

2023 2022

Credit rating:
Aal to Aa3 209,545 216,111
Alto A3 111,300 387,300
Baal to Baa3 182,700 —
Total 503,545 603,411
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(c)

SERR (&)

HAHMSHEERANTSRENRE - B
EERS A HBRREEBREY - ®
IEER B EF G ERE -

EEETNEHMEETRSANGSE
BERBREFNZEENIREE °

nEEZRER

nBEEARER —BRTERITRER
AEAMNEERER RN ER

SEASEBTRARENRENENE
AEERSRBEST - REERHE
SRR - BRATUECFRERIAREN
ENNESER - HRNEEESHER
B RBES - HRBESERKTE
& -
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(Amount expressed in thousands of Hong Kong dollars, unless otherwise stated.)

22. Financial risk management (continued)

(c)

Credit risk (continued)

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 the working
capital of the Fund to ensure that all liabilities due
and known funding requirements could be met. As
the Fund has a strong liquidity position, it has a very
low level of liquidity risk.
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22. Financial risk management (continued)

(e)

Interest rate risk

Interest rate risk is the risk that the fair value or
future cash flows of a financial instrument will
fluctuate because of changes in market interest
rates. This can be further classified into fair value
interest rate risk and cash flow interest rate risk.

Fair value interest rate risk is the risk that the fair
value of a financial instrument will fluctuate because
of changes in market interest rates. Since all of the
Fund’s bank deposits bear interest at fixed rates,
their fair values will fall when market interest rates
increase. However, as they are all stated at amortised
cost, changes in market interest rates will not affect
their carrying amounts and the Fund'’s profit for the
year.

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.
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22. MEREKEIR (B8)

22. Financial risk management (continued)

23.
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(f)  Other financial risk

The Fund is exposed to financial risk arising from
changes in the interest rate on the placement
with the Exchange Fund which is determined
every January (note 11). As at 31 March 2023,
it is estimated that an increase / decrease of 50
basis points in interest rate, with all other variables

7o) ° held constant, would have increased / decreased
the profit for the year by HK$3,010,000 (2022:
HK$2,851,000).
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23.

All financial instruments are stated in the statement
of financial position at amounts equal to or not
materially different from their fair values.

Possible impact of amendments, new
standards and interpretations issued
but not yet effective for the year ended
31 March 2023

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 2023 and which have not
been early adopted in these financial statements.

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