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The past year has been unprecedented in Hongkong Post’s 180-
year history. The challenges brought by the global pandemic
impacted all sectors of the community and the postal business
was no exception. With the grounding of passenger airlines and
the lockdown of countries at the height of the pandemic, the
impact on transmitting international postal items was tremendous.
We experienced inevitable delays but strove to maintain essential
postal services. Through concerted efforts and tireless work
of our management team and frontline colleagues, we rose to
meet the challenges and continued to fulfil our mission in linking
people and delivering business — an undertaking Hongkong Post
has always taken pride in.

Seriously affected by the uncertainty of the pandemic, our
traditional mail and direct mail business continued to decline,
with a year-on-year volume decrease exceeding 12%. This was
exacerbated by the reduced air freight capacity and increased
conveyance costs which adversely affected our outturn. While
remaining resilient to explore other solutions, we saw the
adversities of the global disruption resulted in an operating deficit
of $198 million for the year.

This year marks Hongkong Post’s 180" anniversary. In
celebrating this milestone of our development, while mindful
of the uncertainties ahead, we look forward to opportunities to
expand our services and better serve our customers. We will
continue our focus on pivoting from a traditional postal business
to offering more e-commerce solutions, leveraging innovation
in technology and diversification in business options in order to
stay relevant to our customers. We strive to provide convenient,
swift and safe postal services and in the same time capitalising
on the increasing trend of e-commerce. To this end, we have
started providing round-the-clock, user-friendly and technology-
driven facilities at easily accessible locations, offering posting
and mail collection services. These include iPostal Station which
offers self-collection of mail items, and iPostal Kiosk which is a
pilot self-service posting initiative. We would continue to extend
these facilities across the territory to build up an expanded postal
network on top of our post offices. We have also put in place
contactless payment and online posting solutions to provide safe
services.
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Modern postal infrastructures are essential to enhance our
capacity for future development. With the injection of further
funding from the Government, we are now working at full steam
to take forward the exciting redevelopment project of the Air
Mail Centre (AMC). With fit-for-purpose design, intelligent
technologies and up-to-date machineries, the new AMC will
enable Hongkong Post to start a new chapter with enhanced
efficiency and expanded capacity to cope with the demand for
cross-border e-commerce (CBEC) postal services and contribute
to the growth of the Guangdong-Hong Kong-Macao Greater
Bay Area. This will further reinforce Hong Kong’s status as an
international hub for air freight, while assisting in the expansion of
CBEC's import and export businesses.

Rising to the many challenges in the past year under the “new
normal”, | believe Hongkong Post has become a stronger and
more agile organisation. We could not have accomplished so
much without the commitment and dedication of the team at all
levels and the unwavering support and understanding of our
customers during this exceptional year.

Taking the helm of Hongkong Post at this juncture, | am excited
about the opportunities ahead. | wish to thank my predecessor
and the team for their efforts in rolling out initiatives and new
ventures to unlock further growth opportunities in the enormous
e-commerce market.

Leonia TAI

Postmaster General
and General Manager of the Post Office Trading Fund
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MERBR Financial Performance

FE2020/21 FEJE - FEEMI M 4E LB A FE/ER In 2020/21, Hongkong Post’s total operating revenue and
YA RIA50.06 BILIN5E2.04 18T - BE NLEE expenditure were $5,006 million and $5,204 million respectively,

1.08 BT ERIE - IRE AETEE VL FE resulting in an operating loss of $198 million. The rate of return
on the average net fixed assets was -7.9%.

H)-7.9% °
Iz A Revenue & {E R & Operating Costs
(FBHH & 7T HKS million) (7B ¥ H & 7T HKS million)

$395

2020/21

8% Total : $5,204

2020/21

#8%F Total : $5,006

© —BEERS General Mail Services © —MEEEIERFMY General Mail Operating Expenses
® HEKA Miscellaneous Revenue ® BImK Staff Costs
® =BEHREHFAXEA  Philatelic Products and Postal Stationery @ TEHEX Administrative Expenses
s Mail Volume
TE2020/21F € - BB B EEIRITO8 BB In 2020/21, Hongkong Post processed 980 million mail items (or
(B RFHE 68 BHFEF) - a daily average of 2.68 million items).

B 42 Mail Volume
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E-Commerce Solutions

With a view to offering customers an additional international
mailing option in face of the uncertainties in air freight
capacity which had been profoundly impacted by the
COVID-19 pandemic since 2020, we reached out to partners
of commercial operators and leading logistics operators
at destinations to pioneer the “Vantage” service in March
2021 to Europe and the United States. The “Vantage”
service provided an additional express service option at
an economical price. The network would be extended to
Australia and New Zealand in May 2021, providing senders
a new option to send their packets that include equipment
containing lithium batteries.

A new local service, “EC-Get”, would be launched in July
2021. In addition to a mail tracking function, customers would
be provided with the collection options at any of our iPostal
Stations or post offices. On arrival of the item at the collection
point, the recipient would receive an SMS for collection and
the sender would also be notified upon its collection.

We are planning to extend the network of iPostal Stations to
170 locations by 2021 to provide customers the convenience
of collecting their mail items at selected locations,
unconstrained by the opening hours of post offices. We are
also recruiting more online merchandisers to include iPostal
Stations as a collection option for online shoppers.

With a view to extending the mail acceptance network and
providing more convenience to the public, three self-service
iPostal Kiosks equipped with electronic scales and posting
boxes would be rolled out in July 2021, at the General Post
Office, Tung Chung Post Office, and Bellagio Mall in Sham
Tseng. The iPostal Kiosk is designed to provide a one-stop
service which handles postage enquiries, sells postage
labels and accepts mail items. We plan to expand to 20 sets
covering all 18 districts in the territory by the end of 2021.
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Innovative Solutions

Preparation for online posting has never been easier with
“Post Now”, to be launched in May 2021. This mobile-friendly
online platform is designed to provide a convenient and
user-friendly means for customers to prepare online posting,
without the hassle of account registration.

We are setting up new mobile payment terminals at all post
office counters and iPostal Kiosks to enable the acceptance
of contactless mobile payments, such as the Faster Payment
System, Alipay, WeChat Pay and BoC Pay, all of which are
widely used in the market.

“Hongkong Post Service Ambassador,” our new chatbot
service, would be rolled out on our website, mobile app and
WhatsApp platforms in June 2021 to automate answering for
enquiries about Hongkong Post’s general information and
mail tracking in order to improve the customer experience.

Infrastructure Development

Reprovisioning of the new Hongkong Post Headquarters
in Kowloon Bay is progressing well. We look forward to the
relocation to this new Headquarters in 2023 upon completion,
bringing notable enhancement to our operational efficiency.

The new Hongkong Post Building under construction
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With funding secured for the redevelopment project of the
Air Mail Centre (AMC), we will commission consultancy
services to carry out the planning, design, construction and
project management of the project, in line with government
guidelines and procedures for construction projects.

The new AMC will be equipped with modern facilities that will
significantly enhance its efficiency and capacity, and achieve
integrated mail processing. New business development
strategies are in hand to focus on cultivating the growth of the
e-commerce mail business. We expect the redeveloped AMC
to be fully commissioned by the end of 2027.
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Customer Focused Service

Our customer satisfaction survey shows the customer
satisfaction rate for Hongkong Post's services in 2020/21 as
follows —

e Qverall: 97.9%

e Counter services: 97.4%

e Delivery services: 98.4%

e Hotline services: 95.5%

As one of the founding members of the Hong Kong
Association for Customer Service Excellence, we continued to

support their activities, including regular meetings and
webinar on customer services.

Resilience in the face of COVID-19

The safety and well-being of our staff and customers remain
our highest priority during the COVID-19 pandemic. We
remain steadfast in continuing to provide reliable postal
services to the public despite the challenges.

We joined the efforts of the Government in fighting the
virus and delivered more than 6.23 million packages of
CuMask+™, and packs of locally produced masks to 2.8
million residential addresses during May to September 2020.

In support of the Government’'s Targeted Group Testing
Scheme, we arranged for around 3600 frontline staff members
who had frequent contact with members of the public to
undergo COVID-19 testing at our premises in August 2020.

All 121 post offices formed part of the distribution network of
specimen bottles for testing of COVID-19 since November 2020.
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Philately Promotion

We issued 13 sets of commemorative and special stamp
products in 2020/21 covering a wide range of themes.
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Storm Riders was a classic Hong Kong, long-form wuxia
comic created and edited by the renowned comic artist Mr.
Ma Wing-shing. The stamp issue was based on the design
of the comic headed by Wind, Cloud and Nameless. The
highlight of the issue was the 5000 sets of the limited-edition
Prestige Stamp Album, drawn specially by Mr. Ma, after he
completed the finale of Storm Riders back in 2015.

In recognition of the heroes and heroines across the
community for their fight against the virus, and in gratitude
for the Central Government’s support to Hong Kong’s anti-
epidemic efforts, two stamp sheetlets on the theme of
“Together, We Fight the Virus” were issued.

Hongkong Post Annual Report 2020/21 1 ID
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To pay tribute to the legendary martial arts master, we issued
the “Bruce Lee’s Legacy in the World of Martial Arts” special
stamp and associated philatelic products on November
27, 2020, the 80" anniversary of his birth. The special
stamp issue comprises a set of six stamps and two stamp
sheetlets, referring to Bruce Lee’s four sensational movies, his
philosophy and signature Jeet Kune Do.

To promote the latest news about our stamp products and to
cultivate the growth of customer base, the first-ever Facebook
and Instagram pages of “Hongkong Post Stamps” were set
up in September 2020.

Corporate Social Responsihility

We continued to engage in a range of efforts to protect the
environment. In 2020, we participated in “No Air Con Night
2020” organised by Green Sense, and “Green Low Carbon
Day” organised by The Community Chest of Hong Kong
respectively.

Through the PostCare Club, Hongkong Post staff and retirees,
together with their family members, organised activities to
show their care for the less privileged in the community,
including regular and free tutorial classes at the Caritas
Centre for the children of some underprivileged families.

We also spared no efforts to create a safe workplace and
foster a strong safety culture by organising regular training on
occupational safety and health matters for our staff.
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International Cooperation

Hongkong Post participated in the Universal Postal Union
(UPU) as a member of the China delegation. We attended
UPU Postal Operations Council Meetings by video
conference in December 2020. Interacting with our global
counterparts provided excellent opportunities to exchange
views on operational, economic and business developments
at international postal services.

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 by video conference in July
2020, exchanging views on regional policies in the postal
field and discussing ways to further enhance international
cooperation.

Hongkong Post has been serving 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 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. KPG now comprises 11 major postal
administrations, encompassing the Asia-Pacific, North
American and European markets. The Group actively
explored cooperative ventures, such as implementing global
customs requirements for postal advanced electronic data,
delivery route planning, and obtaining air freight capacity to
make up for insufficient air allotment during the year.

Hongkong Post Annual Report 2020/21 1 3i>
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2020/21 2020/21 2021/22
BE & BE
Targets Achievement Targets
Fith R EBEE# Local and International Mail
1, PEMEH A R AR R EHIRNEBERARS - ARREFET -
(B THERIE Y A4
Small Letters: Deliver locally posted ordinary and registered Small Letters, 99.0% 99.8% 98.0%
posted before the advertised latest time for posting, to local addressees by
the following working day 'andi
RBEEHRBE : Mg a E BT AREHRBRNREBKHATRES - 7
IR E 18 M E TR AR 4 A%
Large Letters and Packets: Deliver locally posted ordinary and registered 99.0% 99.7% 98.0%
Large Letters and Packets, posted before the advertised latest time for
posting, to local addressees within 2 working days &’
2. AREEGBHRRBEERIIEEREY
Deliver Bulk Economy mail items according to the standards specified in the 99.5% 99.9% 98.0%
Service Leaflet 'andi
3. & 7B E B R 4 R BT BB A THER AR E R A
gggt\?ﬁé iHongkong Post Circular items within 4 working days after the day of 99 5% 100% 99.5%
4. 0 EE - Bz E L 5 B I A B B AT S - BIRT DA T BT S B R
REREREMMOMZEAR - BARTELOMIE
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
JE = 4 HYii PEES  RFERSIT—EIER
Non-peak periods Small Letters: Within the same day or the 99.0% 99.5% 99.0%
following working day
KEEHRBE  KFEMELERRN
Large Letters and Packets: Within 2 working 99.0% 99.9% 99.0%
days following the day of posting
=g HY PEEH KEEHRBE - KFEOEIERA
Peak periods Small Letters, Large Letters and Packets: 90.0% 100% 90.0%
Within 4 working days following the day of
posting
5. NP N S5 7o PR ¢ 12 R (8 TVER A& M 1 A
Deliver inward ordinary and registered airmail items within 2 working days 99.0% 99.2% 98.0%
after arrival in Hong Kong 'adi
6.  AMBADGENEFE ESRMEATHERANLERS  WERFAETET
BERMUIEA - H o RN = A EXRRES
Deliver local and inward parcels within 2 working days after day of posting or 99.5% 99.8% 99.5%
arrival, to Hong Kong, Kowloon and major commercial and industrial areas in
the New Territories, and within 3 working days to other areas "'
7. HOZBERMPEEERARE - AR TR REXZEEREMRIIN
MEAR - BARFEEME
Despatch outward air parcels, posted before the advertised latest time for
posting, to the designated air carrier, subject to availability of flights
D A TERA
Non-peak periods Within 2 working days 99.0% 99.9% 99.0%
= & H RETERA
Peak periods Within 5 working days 90.0% 100% 90.0%

(:lni%ﬂu$ﬂzuun1
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BE & BE
Targets Achievement Targets
8.  ROASRFEBBAMARBEBMARET - AR THIMEREREETEH
B ERR - BERFEEMIE
Despatch outward bulk airmail items, posted before the advertised latest time
for posting, to the designated air carrier, subject to availability of flights
JEi= 4 HYii =EIERR 90.0% 100% 90.0%
Non-peak periods Within 3 working days
= & 2R HETIERA 90.0% NA 90.0%
Peak periods Within 7 working days
0. HROS@EBHPAEBHEAILE - AR THIESEEX TSR
BfZEAR - BEARTHE SR
Despatch outward e-Express items, posted before the advertised latest time
for posting, to the designated air carrier, subject to availability of flights
S RESHRT—EAILER 95.0% 99.9% 95.0%
Non-peak periods " Within the same day or the following working
day
= & Hv REFRMELERA 90.0% 100% 90.0%
Peak periods Within 2 working days following the day of
posting

HREER X EBEE Speedpost and Local CourierPost

10. FRIREE P RIS IR RS A RS B TSR E R R VIR 4
Provide pick-up service for Speedpost items within the period as specified in 99.5% 99.7% 99.5%
the Service Information Sheet

11 %ggﬁﬁ%ﬁ#m%%ﬁ@ﬁﬁﬁm&ﬁ’ﬂ%&%%ﬁ%%ﬁ%@ﬁ’@&
BIEEMY 0 0 0
Deliver outward Speedpost items accepted before the specified latest times 99.5% 99.9% HEoh
for posting to air carriers on the same day, subject to availability of flights

12, AAFRBREBAAN EFAEAEE - AR E—ETERRIRER 4 A
Deliver inward Speedpost items on the same working day for items arriving 99.5% 99.6% 99.5%
before 6:00am "

13, AEEURES R RGEEMIIRERE
Deliver Local CourierPost items according to the standards specified in the 99.5% 99.9% 99.5%
Service Leaflet !

HEI AR ¥ Retail Business

Serve customers within 10 minutes during non-busy hours v

| =+ 1L = = aN 8 viRvii
15. %fﬁﬂvﬁx/mﬁﬁﬂﬁﬁ%ﬁfﬁ:%n %EW?%?E{%HE?T% LS . . 98.0% 090.8% 98.0%
Serve customers within 25 minutes during busy hours or peak periods vi&Vi

16 %1ﬁ§aﬁ%Lmﬂi§%Eﬂ%mIVE%15%%?{'%& 98 O% 99 5% 98 O%
Reset private franking machines at counters within 15 minutes ' ' '

17. BALRE BB RETERMATEI R TIEM 155 ER T 9
Deliver products under Advance Order Service at counters within 15 minutes 98.0% 100% SR
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AR %5 %56

2020/21
BE
Targets

2020/21
&5

Achievement

2021/22
BE
Targets

B K BBk ERE & Philately & PostShop Products

18. FETNEHIERETE AERE B M BRE BB R
Make products available for collection under Advance Order Service on the
first day of issue of the related special stamps

100%

100%

100%

19. EHEmETE AR BETEBRERELEATHERANT LB LA B
BWen AR FTET IR ED o
Despatch overseas and mainland orders within 7 working days from the first
day of the relevant new stamp issue or the date of the order as confirmed by
Hongkong Post

100%

100%

100%

20.  WEBERFE AR ANELERABRZAREBIRSOHFE
Open new philatelic accounts within 6 working days from date of receiving
the application

100%

100%

100%

21, FAUSCE 7 3tb, 380 8 30 10 B B0 o £ B 18 - 1 TAER AL AT RIS dm R AE U A
Deliver local orders for PostShop products within 7 working days from date of
receiving the order

99.0%

100%

99.0%

EFXEBERT Certification Authority
22. ETHHEEIERATHREEREEAHREFZERIGOHRF

Complete processing of applications for Hongkong Post e-Cert within the
working days stipulated below ¥

« BFEE (HA) — =X « BFHE (NF) — X
e-Cert (Personal) - 3 days e-Cert (Organisational) - 10 days

« BTEE (£H) — TX « BETEE (MRB) — +X
e-Cert (Encipherment) — 10 days e-Cert (Server) - 10 days

99.0%

100%

99.0%

# 4R BRI Hotlines

23.  HRESZAN12VAEBRAGER
Answer calls to Hongkong Post Hotlines within 3 rings, i.e. within 12 seconds

90.0%

99.7%

90.0%

U IR 45 E BRI AR FHO R EE Application for Postal Services

24, EREIERATTHEIER T 5IBREH) B -
Complete processing of applications for the following services within 5
working days Vi
o BHEAE o AR ESNHK
Post Office Boxes Use of Private Franking Machine

s HRAERFBHIESIRS o BHIERY
Opening of Deposit Accounts for Redirection Service
posting of mail in bulk

FEPE TER AR B IR T 51 IRFH B a5 :
Complete processing of applications for the following services within 4 working
days V'

o AH1E B R o B EILR

Freepost Business Reply Service

o BRI KRR

International Business Reply Service

100%

100%

100%

25. — {8 T 1R A 2R BE 32 B8 B B R D 27 AR 745 A B A
Complete processing of applications for Hongkong Post Circular Service by
the following working day ¥

100%

100%

100%

26. —EATERA TR R TIER G R R
Complete processing of applications for Permit Mailing Service by the
following working day Vi

99.0%

100%

99.0%

CIG EEBREE 2020/21
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BRisAGE ERAN (B BIER) LB EBREEAR
frEyER

BHRATREHN —ETHERI RN RIEE K

BRI ESIRE—ETER : B8 - BEE - &
BE - unTED - ERE R REE -

JESIEH 1 2021 F 4 A= 10 AKX 2022%3 A

iv. SIEE]: 202111 AR 202242 A -

v. BHFRATEREN—EIEXLETF6HEEERER
st T —ETER EF 6 BaKS  IRESIELE
—ETHER : JERRED - 1EEED - ABhEN - SN - BB
HEAR BB -

vi. TEANKERTEFEN -

vii. mIEHBEEBRETE B - BUTIRESGS EH
(RIEE1AKR4A - 7AFMI0 AN®RE—EEH) -
FHBENEICHRENENERBNERRE « R
BMZSAERRE  ARAFLZHENBRME » S
BRAED TR ke g B FE

viii. BETEBERBNAREXGMENSEER - A@H
LA EBREEIER RGNS - UERREBENK
(@ m) e °

sk :

EAESAHMNIRET B REBR - ARG RS A
THRBEERE - EHERARBHETHEER -

1 BR 5 e i A A N RO Bl 22 B -

Re

Vii.

viii.

Ge

Su

marks:

The performance pledge applies only to mail delivery days as
advertised in Post Office Guide and website.

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, Labour Day,
Tuen Ng Festival, Christmas and Lunar New Year.

Non-peak periods: April — October 2021 and March 2022

Peak periods: November 2021 — February 2022

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, Labour Day, Tuen Ng Festival, Christmas and Lunar
New Year.

i. 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.

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

neral Notes:

ndays 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.

The performance pledges do not apply to days where special
arrangement has been announced.

Hongkong Post Annual Report 2020/21
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FEHER
KEY FIGURES

B E = EE & Post Office Trading Fund

2021 2020

®H ®H

Performance Performance

(a) BEEEEBRE Rate of return on Fixed Assets -7.9% -14.1%
(b) WA (ABEEBITE) Revenue (HK$ million) 5,006 4,905
(c) XH (ABE&BIT) Expenditure (HK$ million) 5,204 5,268
(d) EIEEE (LAE BB T Loss from operations (HK$ million) (198) (363)
(e) = (LAHBMHEH) Traffic (Million items) 978 1,120
() BEBEERE (ABEETTA) Capital Investment (HK$ million) 81 76
(9) H£EN AEBASNEEEAE) * Productivity (items per man-hour)* 143 142
(h) BEfIEEIERA (Bm) * Unit handling cost (HK$)* 2.15 2.28
(i) BB A Total number of staff 6,245 6,468

* BEREE 2020/21%8 - AUEEXENZHE
ZWMLEEDWIERT o EILE A E 2019/20,2
B R B BRI AR AR BRI VR AR FE SR EE A
EVEHLEES o

* Weighting factors for productivity have been revised since the financial year
2020/21. The figures of productivity and unit handling cost for 2019/20 were
adjusted accordingly to facilitate the comparison.
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B EERES

REPORT OF THE DIREGTOR OF AUDIT

B E = EE & Post Office Trading Fund

& 515 BT BB B
=z & B

WIFTEEE
BIEE

=R

BERAROERLEAIHNE23E48EMNIHEBELEE
SHHRE - ZEFHREBIER 2021 F3 A31 BHE
MRKREREZBLFENETERER  ERXEHRMES
MEX  URMBEHREONTE  BRIESHBERE -

(RE - ZEVBRRERRBREBGHMASEMAEE
FEMELADAE T B M RRBP R E EEE 21 2021 F
3A3TAMMAARBEZ R EFENEERRRESRE
WERR(EEE DG (F430F) E 7(4) EPIRER TR

BRHER

HERBCEERSEDDE 7(5) R L BEFH B AR LT
Fit - RIBBEZSEAMAAENEL  FRNARS [F
FHETB R SRR F AT AR EAEE | B - RIEZFE
A WBUNBRBELEES  YERZFEMNBETHEME
BEME - BABE  BMESNEBERARMEL AR
MERT B IR AR -

BREEEECREERMBRERMARRHRE

BREBLEZCHELBAARRREBSHAMASRAE
(BRPBREEADR(EEEIGPDE7(4) ERBEEM
PENBBHRE  UREBEEABRELEESBLER
RVENNEIES - EHERERTTE RARFFRERMER
HYEAFRERERAL ©

FERBIBRERE - BRELELSRLBER BETHEH
ELELSHEEENGES  URTEERBER T HRE RS
KERBNEE  WASEKEE RS AR -

CZO EEBREE 2020/21

Audit Commission

The Government of the Hong Kong
Special Administrative Region

Independent Auditor’s Report
To the Legislative Council

| certify that | have examined and audited the financial statements of the Post
Office Trading Fund set out on pages 23 to 48, which comprise the statement
of financial position as at 31 March 2021, and the statement of comprehensive
income, statement of changes in equity and statement of cash flows for the
year then ended, and notes to the financial statements, including a summary
of significant accounting policies.

In my opinion, the financial statements give a true and fair view of the state of
affairs of the Post Office Trading Fund as at 31 March 2021, and of its results
of operations and cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs”) issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA") and have been
properly prepared in accordance with the manner provided in section 7(4) of
the Trading Funds Ordinance (Cap. 430).

Basis for opinion

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

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.



FHEARMEBRFAMARBEORE

HH B RRRERMBREREE MFE EWEMFFRERN
BYMERERRARSARRE  LRHBBEREINE
MRS - ARREFZFNTORE - BTERRIZENE
ERHERETTIR A ERE R IRAAF B RO E RS SRR -
SHARIRAL A DA R ERFF sk B AR 1R - RS BIEHTMIE Rk
BRI B BMREREMELOEIRE - BlE
WIREE RS REL -

EREES BRI R TRN MBI  ARERTEY
BT B A o BOTE

— BRI E AR kR R M B R B R A E A
AR R - REF RITEI R AR S LR
& MRS RAEEEHERE  FRERERD
EiE o mXNMGERIRES R FR B ERER E
BRI - SOREAEIEHINER - Bl REEHBER
FFMEHERHERBRAMAR - BOREEFRAHRM

—  TREFEHEEONIES  LREENEE
o AT LR 3F B A S B E B E & N B
MBERUEERER

— FETREBLEEASAKEMRANGHEERESR
o ARHEEENSEGNEBENBEREREST S
1%

— HEBHREBLEESELBUREEE RS ER
MEERELIRE - WIREMENERE - AERS
FHRERMABEREHM  MARRUSRELELD
FEGENENBRERRBNEATEEL - 1R
HARBFEERTEEN - MALBERMBES
FEAEEEMBRRTOABEARRE - REMHK
BOHEBERMT R  HEAFLFEREELNE
AiRS - WA EEREEZEIRS B LG
BB o A - RRFHRER AT L EHIRE
LEESTRERRIEE IR

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;

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

Hongkong Post Annual Report 2020/21

)



FAIEERRE

REPORT OF THE DIRECTOR OF AUDIT

— FHEMBREROHREIRAIRN  BETIRT 8K
BEM  URMBHRERETERRZHNEIR -

EIBER
(B EBPEBRHRIGERT)
20219 A 24H

EAE

EBET
HEITETHR
ANEBEHRE261E

CZZ EEBREE 2020/21

— evaluate the overall presentation, structure and content of the financial
statements, including the disclosures, and whether the financial
statements represent the underlying transactions and events in a
manner that achieves fair presentation.

Ms Hildy Chan

Assistant Director of Audit
for Director of Audit

24 September 2021

Audit Commission
26th Floor
Immigration Tower

7 Gloucester Road
Wanchai, Hong Kong



ZEHBRR

STATEMENT OF COMPREHENSIVE INCOME

#HZ=2021 3 A31 ALL4FJE for the year ended 31 March 2021
(LA7E®TF JTA 517K Expressed in thousands of Hong Kong dollars)

B EZEE & Post Office Trading Fund

P&

Note 2021 2020
REEFRAHZEKA Revenue from contracts with customers 4 5,006,495 4,904,509
BIERR Operating costs 5 (5,204,525) (5,268,046)
EBR Loss from operations (198,030) (363,537)
HAA Other income 6 100,399 119,757
FEHR Loss for the year (97,631) (243,780)
Hfh 2 EU R Other comprehensive income = —
FEHSZEEBR Total comprehensive loss for the year (97,631) (243,780)
BEEEO®E Rate of return on fixed assets 7 -7.9% -14.1%

5 27 E 48 AN RAAMIERER M —FED ©
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MIBERRRE
STATEMENT OF FINANCIAL POSITION

#2021 43 A 31 H as at 31 March 2021
(LA FIThiz51) 7R Expressed in thousands of Hong Kong dollars)

B E = EE & Post Office Trading Fund

P&
Note 2021 2020
EREEE Non-current assets
Y - BE RSN Property, plant and equipment 8 2,280,144 2,370,188
ERAREE Right-of-use assets 9(a) 546,353 631,327
BIVEE Intangible assets 10 136,294 126,400
INEESTF Placement with the Exchange Fund 11 2,074,951 1,612,804
5,037,742 4,740,719
mEEE Current assets
A Stocks 7,041 9,771
JE R 5K % L Ath FE U SR IE Trade and other receivables 12(a) 756,160 391,514
FEULRRIE A IR Amounts due from related parties 12(a),18 30,451 29,525
FE U INE £ 15 KRB, Interest receivable from placement
with the Exchange Fund 24,046 22,847
INER 17K Placement with the Exchange Fund 11 — 870,712
RITER Bank deposits 1,192,269 1,093,818
He MIRITHH Cash and bank balances 275,815 167,017
2,285,782 2,585,204
mBAR Current liabilities
Lo RIBUWHIE Deposits and receipts in advance 12(b) (295,811) (307,175)
FERHIR R I ELAth JE A R 1E Trade and other payables (1,206,320) (875,679)
JFETRRE A TR Amounts due to related parties 18 (334,875) (466,354)
HEBE Lease liabilities 9(b) (112,262) (96,911)
EERNEE Provision for employee benefits 13 (79,044) (65,532)
(2,028,312) (1,811,651)
mENEERE Net current assets 257,470 773,553
HEERERDAR Total assets less current liabilities 5,295,212 5,514,272
ERBRAE Non-current liabilities
HEaE Lease liabilities 9(b) (435,421) (536,398)
EERAEE Provision for employee benefits 13 (460,044) (480,496)
(895,465) (1,016,894)
RERE NET ASSETS 4,399,747 4,497,378
HEERER CAPITAL AND RESERVES
EEEGER Trading fund capital 14 2,495,059 2,495,059
BREE Development reserve 15 243,664 243,664
1REB EF Retained earnings 16 1,661,024 1,758,655
4,399,747 4,497,378

]

Rt

Miss Leonia Tai

HHBLEES B
20219 A 24H

General Manager,
Post Office Trading Fund
24 September 2021

F2o7 E 48BN AR IEHREN—EH o The notes on pages 27 to 48 form part of these financial statements.
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HERESHx
STATEMENT OF CHANGES IN EQUITY

#HZ=2021 3 A31 ALL4FJE for the year ended 31 March 2021
(LA7E®TF JTA 517K Expressed in thousands of Hong Kong dollars)

BB EZEE & Post Office Trading Fund

2021 2020

FEMiEeR Balance at beginning of year 4,497,378 4,741,158

FEHRZEBR Total comprehensive loss for the year (97,631) (243,780)

TR Balance at end of year 4,399,747 4,497,378
F2o7 E 48BN AR IEHREN—EH o The notes on pages 27 to 48 form part of these financial statements.
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Bl&iiE R
) STATEMENT OF CASH FLOWS

#HZ=2021 3 A31 ALL4FJE for the year ended 31 March 2021
(LA FIThiz51) 7R Expressed in thousands of Hong Kong dollars)

B E = EE & Post Office Trading Fund

P&
Note 2021 2020
BEFHNRQRE Cash flows from operating activities
EEEE Loss from operations (198,030) (363,537)
M - RERBVITE Depreciation of property, plant and equipment 127,506 105,869
FRBEEENE Depreciation of right-of-use assets 123,314 110,502
ERAEEH Amortisation of intangible assets 32,743 29,624
HEAENFEZH Interest expense on lease liabilities 10,378 11,380
HE S EEE - Loss on disposal of property, plant
Rt R R EE and equipment 16 344
[ 5 B 18 Foreign exchange loss — 232
FEUUIR R R 7 E 150 Increase in receivables and stocks (362,099) (110,842)
FEM A3 A IR R AN Increase in amounts due from related parties (926) (4,054)
FERIIRR « e & Increase / (Decrease) in payables, deposits
AW REE I CRd) and receipts in advance 310,093 (814,999)
JEA B A IR (Decrease) / Increase in amounts due to
CR) /i related parties (129,356) 142,262
B BEFI B (Decrease) / Increase in provision for
CRA) 7 #n employee benefits (6,940) 1,730
AEEERENRESH Net cash used in operating activities (93,301) (891,489)
BREFANRARE Cash flows from investing activities
REMBRA=MEAN L Increase in bank deposits with original maturity
BIRITAF FRIE N over three months (500,000) —
INEESFIRL Decrease / (Increase) in placement with the
(&) Exchange Fund 408,565 (69,993)
FE R HA ANEF 2R Redemption of debt securities measured at
BERESH amortised cost — 202,298
BB - B REMH Purchase of property, plant and equipment and
mREEE intangible assets (79,503) (140,957)
HEME - &ER Sale proceeds from disposal of property, plant
M H U and equipment 60 250
[EERSY Interest received 99,383 118,147
() *REREEAD Net cash (used in) / from investing activities
&P (71,495) 109,745
MEFEANRESRE Cash flows from financing activities
MERIA Lease payments 9(b) (127,955) (119,900)
AfEREHANRESSEH Net cash used in financing activities (127,955) (119,900)
HeRERBA&HEDBHE Net decrease in cash and cash equivalents (292,751) (901,644)
FIHRERERRAE Cash and cash equivalents at beginning
of year 1,260,835 2,162,479
FRMBEEREARE Cash and cash equivalents at end of year 17 968,084 1,260,835

527 E 48 AR RATEMERN —105

CZG EEBREE 2020/21

The notes on pages 27 to 48 form part of these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

(BB RIEEASN B T LLLFIR

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

B E = EE & Post Office Trading Fund
1. R

BINEBE 1995 F 7 A 19 AR B(EEESEN) (55

430 ) FE3 4 R6IEEBRE

» £199548 A1H

R BRELEES (BERES) -

BEESNEZEBERMH

H—ARE B K A5 AR - 3

#£ 2000 4 1 Hﬁﬁzi%u,mrz BRI - 1R E%wmﬁ&

%o 2007 F4 A EFTRERBHEEESEE
B ER R TR
2. EESBE
(@ FEEREH
AU BBRRERBEBSLRHGTRARES
MR EER(LWAERE  ETFEEEES

()

S AERMOMAERNERNEBHBHS
R ARSI EARRE)RE - EEES
RN E B BERMMAT

SRS AGEN TETEREETNE
RIS R WA S E R AR KA H
AR - 2 ERSHEERMETERNE
A S| BMEAM B HRRRROASH AL E
SRR SRR () SRS ©

RRMEERRHER
MK R RER I ARER AL 2 -

mETABEMERELEANMEREFTEE
IR BT - AT R - RS HE - A
MEREVESTBERNER - UREERR
AEMRA B ) 2 WK - ZFhET RAEH
EVRER - IGIRAE R R EMER BB T
RRABENRRMEIET  WELEHLMBRKE
EAHSE - AeRBILEGET REBRRIESH
BAREEK B EMNIREENER - hEHs
HEEREEBTRE -

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

@

()

Statement of compliance

The 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.

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.

Hongkong Post Annual Report 2020/21
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NOTES TO THE FINANCIAL STATEMENTS

/ (BB RIEEASN B T LLLFIR

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

B E = EE & Post Office Trading Fund

2, FEEHHE(E)
) WEMBEROERER)

ZEMFT RABREFERERT - METR
FEAGHH  BRETEEEHETNER
ER - BEMFERRALARKNGH - L
FIESEZ S MR AR AR -

EERSEEME S BOR L H R AR
BHEETHE o BREARKMELIME - HE
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RABKEARRR BREENABENRES
BRI REFAIRIERT

) W% BRWRHBEM

E1995F 8 A1 BB EEESMYE - BB
KM HUHRAERIEHERILERR
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19958 A1 HREBERNME - RBEREMY
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Significant accounting policies (continued)

b

(c)

Basis of preparation of the financial statements (continued)

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

There are no critical accounting 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.

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:

over the unexpired term of lease
over the shorter of the unexpired
term of lease and their estimated

- Leasehold land
- Buildings situated on
leasehold land

useful lives
- Other buildings 20 to 40 years
- Furniture and fittings 5 years
- Plant and machinery 3to 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.
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Significant accounting policies (continued)

(0

(e)

Leases

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

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

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

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

Intangible assets

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

Amortisation of intangible assets is charged to the statement of

comprehensive income on a straight-line basis over the assets’
estimated useful lives of 5 years.
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Significant accounting policies (continued)

M

@

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
() 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.

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

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

(i) 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.
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Significant accounting policies (continued)

@

Financial assets and financial liabilities (continued)

(i)

@i

(iv)

Classification and subsequent measurement (continued)

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.

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.
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Significant accounting policies (continued)

@

Financial assets and financial liabilities (continued)

(iv)

Impairment of financial assets (continued)

Stage 2: Lifetime expected credit losses — not credit impaired

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

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

@

(h)

([))

1]

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.

Stocks

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

Cash and cash equivalents

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

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)

(k)

M

(m)

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 henefits

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-costs
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

()  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.

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

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

(m

(0)

)

Terminal dues and charges

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

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

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

Foreign currency translation

Foreign currency transactions during the year are translated into
Hong Kong dollars using the spot exchange rates at the transaction
dates. Monetary assets and liabilities denominated in currencies
other than Hong Kong dollars are translated into Hong Kong dollars
using the closing exchange rate at the reporting date. All foreign
currency translation differences are recognised in the statement of
comprehensive income.

Related parties

The Fund is a separate accounting entity within the Government
established under the Trading Funds Ordinance. During the year,
the Fund has entered into transactions with various related parties,
including government bureaux and departments, other trading funds
and financially autonomous bodies controlled or significantly influenced
by the Government, in the ordinary course of its business.
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Changes in accounting policies

The HKICPA has issued certain new or revised HKFRSs that are first effective
for the current accounting period of the Fund. There have been no changes
to the accounting policies applied in these financial statements for the years
presented as a result of these developments.

The Fund has not applied any new standard or interpretation that is not yet
effective for the current accounting period (note 21).

RAERESHZIA Revenue from contracts with customers
2021 2020
— AR BB AR 7% General mail services 4,627,595 4,635,394
SHmREBAXA Philatelic products and
postal stationery 150,646 125,924
WA Miscellaneous revenue 228,254 143,191
5,006,495 4,904,509

EEACHEPNANMBRETNAETIES LR
BHMKTSRE - RFPHRAELER/BRRENEE
SRNRBE  WRERSEESHIIRP IZAR
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RREABAOEER I E - ERERE THRE2ET
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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.

ZEREEEBQRBAXAETE  EXFPREER For sale of philatelic products and postal stationery, the Fund satisfies its
B REESRETEMET - WRIRSHERIE o performance obligation and recognises revenue at a point in time when a
customer takes possession of the product.
EBERF Operating costs
2021 2020
B TA Staff costs 2,338,928 2,870,551
— B EER X General mail operating expenses 2,470,374 2,038,968
HehERE Rental and management charges 80,080 81,073
e R Depreciation and amortisation 283,563 245,995
FRRITEE Central administration overheads 19,200 18,671
miSHEER Marketing expenses 9,717 10,210
B ER Audit fees 2,663 2,578
5,204,525 5,268,046
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6. HfhkA Other income
2021 2020
REUTIEARAFETIRH S EENF EUWA Interest income from financial
assets not at fair value

REENANEENEBES Debt securities measured

at amortised cost — 1,337
INEE S TFH Placement with the

Exchange Fund 92,635 75,581
RITER Bank deposits 7,525 41,053
SRITHESB N EM Bank balances and others 239 1,786
100,399 119,757

1 BEEREDOHRE

B EERRR A EKE (TRIER BN ) B
NEFEEETHFEMSNES L - BEEERBE
M REREMNEVEE - BHEEESEFE
FMETEEBIZEHREA2.6% (2020 1 2.6%) ' It
HTARMKRARRETE -

Rate of return on fixed assets

The rate of return on fixed assets is calculated as total comprehensive
income (excluding interest income) divided by average net fixed assets,
and expressed as a percentage. Fixed assets include property, plant and
equipment and intangible assets only. The Fund is expected to meet a target
rate of return on fixed assets of 2.6% (2020: 2.6%) per year as determined by
the Financial Secretary.
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8. PR BERI[M Property, plant and equipment

THREF KARKE BERER E# EERE

Land and Furnitureand  Plant and Motor ~ Computer s

buildings fittings  machinery vehicles systems Total
(173 Cost
201954 A 18 At 1 April 2019 3,237,547 525,312 587,077 78,672 125,940 4,554,548
BA Additions — 16,758 3,477 5,221 7,897 881858
& /i Disposals (45,000) (11,961) (529) (5,441) (9,367) (72,298)
#2020F3A318 At 31 March 2020 3,192,547 530,109 590,025 78,452 124,470 4,515,603
202054 A 18 At 1 April 2020 3,192,547 530,109 590,025 78,452 124,470 4,515,603
BA Additions - 8,389 14,863 4,898 9,924 38,074
HE /i Disposals — (1,003) — (8,058) — (9,061)
#202153A31H At 31 March 2021 3,192,547 537,495 604,888 75,292 134,394 4,544,616
RitinE Accumulated depreciation
201954 A 18 At 1 April 2019 1,033,352 404,069 511,705 60,387 64,048 2,073,561
FNER Charge for the year 26,357 31,062 19,845 6,780 21,825 105,869
HE/HHEE Written back on disposal (7,594) (11,161) (529) (5,364) (9,367) (34,015)
#20203A318 At 31 March 2020 1,052,115 423,970 531,021 61,803 76,506 2,145,415
#2020F4 A 18 At 1 April 2020 1,052,115 423,970 531,021 61,803 76,506 2,145,415
FRER Charge for the year 53,087 29,744 19,739 6,131 18,805 127,506
HE/HEEE Written back on disposal - (418) - (8,031) — (8,449)
#202153A318 At 31 March 2021 1,105,202 453,296 550,760 59,903 95,311 2,264,472
IRERE Net book value
#202153A310 At 31 March 2021 2,087,345 84,199 54,128 15,389 39,083 2,280,144
202034318 At 31 March 2020 2,140,432 106,139 59,004 16,649 47,964 2,370,188
EREEESERTEMFAL (MF22)  EhEF R In view of the redevelopment of the Fund’s Air Mail Centre (note 22), the
B R A A B FHERIER] - ZIERTEAF estimates of the useful lives of buildings, plant and machinery therein have
EITERXIEMN2,800 BETT been revised. The revisions have increased the depreciation expense for the

year by HK$28.0 million.
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9. ®HH Leases
(@A FEREERE (a) Right-of-use assets
#F
Buildings
2021 2020
3% Cost
F¥) At beginning of year 741,829 687,159
NE Additions 147,713 54,670
BFHHEAEEBEARE Adjustment relating to
reassessment of lease liabilities (109,373) —
FHEESYD Expiry of lease contracts (24,581) —
FIR At end of year 755,588 741,829
RiRE Accumulated depreciation
F1 At beginning of year 110,502 —
FRER Charge for the year 123,314 110,502
FEAEE YN Expiry of lease contracts (24,581) —
FR At end of year 209,235 110,502
R R E Net book value
Fr At end of year 546,353 631,327
h HEAR () Lease liabilities
2021 2020
k) Current 112,262 96,911
FERE Non-current 435,421 536,398
547,683 633,309

TRETHEBENEE  PEASRIERS The table below shows changes in lease liabilities, including both cash

#g) o and non-cash changes.
2021 2020
F At beginning of year 633,309 687,159
REMERRENEH - Changes from financing cash
flows:
REmE Lease payments (127,955) (119,900)
FReE Non-cash changes:
EFAHEIEE B ENEHEREE Adjustment relating to
reassessment of lease
liabilities (109,373) —
HEBEMFEXH Interest expense on lease
liabilities 10,378 11,380
BTSN E A EEIN Increase in lease liabilities
relating to new leases 141,324 54,670
FR At end of year 547,683 633,309
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9. #H&E(HE) Leases (continued)
() HEEREGER) () Lease liabilities (continued)
HEABENFIHAYNHRIENT - SEER The remaining contractual maturities of lease liabilities, which are
RIBBEESLARUBHRSREY L based on contractual undiscounted cash flows, are shown below:
2021 2020
—FRA Within one year 119,240 110,267
—FHREMFA After one year but within
two years 88,129 89,778
MEBRERFA After two years but within
five years 143,402 172,327
hF& After five years 267,830 358,097
618,601 730,469

(c) MHazmka:AMEREESHERAH (¢) Expense items in relation to leases recognised in the statement

HA of comprehensive income
2021 2020
HESBEMMEXZH Interest expense
on lease liabilities 10,378 11,380
A EMRE S Expense relating to
short-term leases 469 10,862
10,847 22,242
() HEZHRSTHESE (d) Total cash outflow for leases
2021 2020
HEBE Lease liabilities 127,955 119,900
MHEAE Short-term leases 469 10,862
128,424 130,762
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10. f|E|LEE Intangible assets
BRERA4RRBRR
RHEARAE
Computer software licences
and system development costs

2021 2020
5% Cost
F¥) At beginning of year 244,180 216,483
A Additions 42,679 42,953
HEEE Disposals (1,237) (15,256)
F 4R At end of year 285,622 244,180
Rt Accumulated amortisation
F1]) At beginning of year 117,780 103,412
FREA Charge for the year 32,743 29,624
HE i E Written back on disposal (1,195) (15,256)
FR At end of year 149,328 117,780
R R E Net book value
FIR At end of year 136,294 126,400

1. SMNEERFER

SNEE H € 17 34 £1 5 20.75 1878 71 (2020 : 24.8351E
Bor) o He16. 788 w(2020 1 21,78 L) AR
% 0 4.05(8787T (2020 : 3135188 70) Bl AERE R
DAREBEHRERNANE - FREANE(HERA
A - IR EEIREUAR S ©

SNERSTFRAEESF1 AETHEEEXRTE -
ZEEREASREHEGBEANFNTHFERER
WA =FHBRAESE L —EAFENFHFEER
& MEDMERS®E - FNRA0% - 2021 FEE 8 X
BEFA4T% 2020 FE BEFE3.7% °

Placement with the Exchange Fund

The balance of the placement with the Exchange Fund amounted to
HK$2,075.0 million (2020: HK$2,483.5 million), being the principal sums
of HK$1,670 million (2020: HK$2,170 million) plus interest paid but not yet
withdrawn at the reporting date of HK$405.0 million (2020: HK$313.5 million).
The term of the placement is six years from the date of placement, during
which the amount of principal sums cannot be withdrawn.

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

MEEESRERB FIRABENEP KT
BEEmAE RNREBNERIRRESR B
7197188 0 (20204F : 3582 L) » WE
BT A B 75 A 5 3% A OR 3R R E A R A R IE
T RERE THEEALTHE  REEEH
FEWIRF 484 5 2,660 BB 7T (2020 F : 2,510
BB WEES R H kN R U R E A+
IRFIET - @EBERESWAFESWERBEMEE
ERMENEE - EREMBEMERBEES
B AREFENEMER YEESTHEMT
R EWIRR A LEE -

b &HaR

EEESHERNEYIRERANT M
RIS EAEC HINHBAARRF RS RIEW
AT BEDOT

Contract halances 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$719.7 million (2020: HK$358.2 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$26.6 million (2020: HK$25.1 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:

FU A Receipts in advance 2021 2020
— AR EBIE AR TS General mail services 22,956 26,226
EHBm Philatelic products 980 718
B Miscellaneous revenue 16,813 16,089

40,749 43,033

ElREHBENEHANERE B D ERERET
(HBHKRIEIT) BHEENRZ D EIRET - &
BESHIR —FARE DB BERERR/EA
BEEPRONMRERMAERSHERA

AEEEHEEEBHRNEREBHRIIMT

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:

2021 2020
A FYITENFIEE R AN RERFRAERAR Decrease due to recognition as
L ONIiT:5 revenue during the year that
was included in the balances of
receipts in advance at beginning
of year (42,528) (54,652)
FRUERTE S FRIB 3G HN Increase due to advance payments
received during the year 40,244 41,147
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13.

14.

15.

16.

17

& S AaF % 0l

W REEREBRMRENRBE TREEFRES
WEERIE NGB RE(RMEE2() -

EERE®WE
HABTHEEESNRE -

Provision for employee henefits

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(l)).

Trading fund capital

This represents the Government’s investment in the Fund.

BRER Development reserve
2021 2020
FURFERER Balance at beginning and
end of year 243,664 243,664

20213 A31 AAEMRBAREAENES - AJRIERKK
EBHBE -

The balance at 31 March 2021 is uncommitted and is earmarked for future
development.

REEZA Retained earnings
2021 2020
FUERR Balance at beginning of year 1,758,655 2,002,435
FEHZEBE Total comprehensive loss
for the year (97,631) (243,780)
FHREEH Balance at end of year 1,661,024 1,758,655
BeRERRE CGash and cash equivalents
2021 2020
Re RIRITHES Cash and bank balances 275,815 167,017
RITER Bank deposits 1,192,269 1,093,818
1,468,084 1,260,835
B RABR A= E A LA ERIRITIFR Less: Bank deposits with
original maturity
over three months (500,000) —
ReRkERRE Cash and cash equivalents 968,084 1,260,835
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18. HEEALTHXS

BT ERMBHBRABIRENZZIN
ATHEMERRZ ST :

FRHERE

(a) #EELRETHBEATHRBEE—REBK
AR & BRI A RIZ IR - 2K B B L REM
U A 48 %8 /43.373 1% 78 75 (2020 : 2.791 8 7

JT)

(h) BEALRETLEEZSHREEEEHMR
%~ EDRIARSS « $5FIARTS - EFEIE RS -
WA FEE - PRITEREERS - Bk
TEH S H 4858 A 1.992 87 7T (2020 : 1.806 12
BT

(C) “EESABEATBADE RELSEM -
BRESPBHBNEEIR BEITWNMEF
A AR - B R R o iE LB E R
AERZE A 7608 T (2020 1 9408 B L) ¢

() #EESEARABFERNYESNEEME
e URBEFERANMEDNESHEEZN
Rifl - B2006 6 #E  —LHBRENEZED
BEHRSCEBE LR - BIE2021F3A31H
IERFE - S R2E20 FTRAEAMENS
EFMEMASE 5230857 (2020 : 58008
AIL) 0 A 2,0708 7% 7T (2020 : 2,300 & &
JT) KR 3 = f S RS 34 -

(8) #ERESHBAABNSNESWMERNRES -
HZE2021F3A31ALFE  REMNEREF
FX R ERASEBEMNIEE A £4.002 @5 T
(2020 : ) BES#% -

FIBIE A LIR 6 o e BRI A IR L EORAS - AR
ARIEH  WESKEARFESNOER : MRS
RS RIRE T AL « WIBAIE S Sk B AR A E
Bk - AT RSN - RERBH 2R
A3 -

(:4ni%ﬂu$ﬂzon/u

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:

(@

b

(©

(d)

(e

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$337.3 million (2020: HK$279.1 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$199.2 million (2020: HK$180.6 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$7.6 million (2020:
HK$9.4 million);

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 2021,
the notional market rentals for all twenty premises leased from the
Government amounting to HK$52.3 million (2020: HK$58.0 million) and
notional rates and government rent amounting to HK$20.7 million (2020:
HK$23.0 million) were waived; and

the Fund is also required to pay staff on-costs to the Government.
For the year ended 31 March 2021, the components of staff on-costs
related to pensions amounting to HK$400.2 million were waived (2020:
nil).

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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19.

20.

BAxRIE Capital commitments
2021 FE3A31H  ¥BESAEETBREAE At 31 March 2021, the Fund had capital commitments, so far as not provided
HEBERNE RN T ¢ for in the financial statements, as follows:
2021 2020

BAZERELD Authorised and contracted for 72,735 62,550
B ERERELD Authorised but not yet contracted for 173,407 156,017

246,142 218,567
HERBEE Financial risk management
(@ BIHE (@ Investment policy

)

REHEBINNBARR - B EES KRS AR
RERESRTANKEES - REMAS B
ERESHERRRITHER - LEREBREME
SRTANREERBRAKE -

]

BRERESRTANDNTEIRRRERE
SREXEHmMEBNER - CEESFER
HONERR - WHEEENIERE BRI LINER
7 MR EESELEEBR LI ERR
HEE -

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

(h) 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.
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20. MBEBREE(R)

Financial risk management (continued)

(b EWREE) ()  Currency risk (continued)

FRN - HEESTEARGERANERNEL R During the year, the Fund recognised a net exchange gain of HK$1.4

MFEE A 14087870 (2020 : 2,910 8B T) ° million (2020: HK$29.1 million) in the statement of comprehensive

income.

TRBFEDEESHRIRE BRINER R - The table below summarises the Fund’s foreign currency exposure at

the reporting date:
2021 2020
B afE BiE af&E
Assets Liabilities Assets Liabilities

ETT US dollar 985,057 365,251 761,245 35,341

1 RIIR R Special Drawing Rights 410,904 662,334 348,597 782,712

AR Renminbi 124 86 114 24

BT Euro —_ 3,124 9,014 2,777

H A oM Other foreign currencies 311 — 341 157

1,396,396 1,030,795 1,119,311 821,011

MR2021F3A31H EEMAXKZTEN It was estimated that, as at 31 March 2021, with all other variables held

BRT « &5t constant:

3 ELHB L EF T 0.5% (2020 . a 0.5% (2020: 0.5%) increase / decrease in the exchange rate
F:05%) FEEBEERD LN of the US dollar against the Hong Kong dollar would decrease /
3108870 (2020 4F : 360 &7 7T) + increase the loss for the year by HK$3.1 million (2020: HK$3.6

million);

o BRI B T LA T #3% . a 3% (2020: 3%) increase / decrease in the exchange rate of
(20204 : 3%) * FEEEEHE MR the Special Drawing Rights against the Hong Kong dollar would
175087870 (20204F + 1,3008%87T) increase / decrease the loss for the year by HK$7.5 million (2020:
54 HK$13.0 million); and

o Hih & H AT AT 5% (2020 . a 5% (2020: 5%) increase / decrease in the exchange rate of
F:5%)  FEBEGEN B 108 other currencies against the Hong Kong dollar would increase /
T (20204 « FEEIERL 18130 decrease the loss for the year by HK$0.1 million (2020: decrease /
BAIT) o increase the loss for the year by HK$0.3 million).

(c) FI=mpz (¢) Interest rate risk

) 2 [ 45 T 35 A R Z B M 5| BUB R AR
B o MR R AT — 20 R RFEREER M
Benefxmg -

RFEFEERESRTIANATESETS
MEBETIR B AR - AR EBERESMIRTT
FRREEFRFERE - BRRFE LA
BUEENNTFERE T ®K - AM - mREE
BEEDRBHERAENR  THAEREHTE
FEHEREMENEEESNAT RFHE -

BengfERBRESRTANRKRRERE
SETSNEEHMEDNRR - LELSE
FEHEANREESRENERR  ARERFE
MEIESRT AL TRZEHN -

CILG EEBREE 2020/21

Interest rate risk refers to the risk of loss arising from changes in market
interest rates. This can be further classified into fair value interest rate
risk and cash flow interest rate risk.

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

Cash flow interest rate risk is the risk that future cash flows of a financial
instrument will fluctuate because of changes in market interest rates.
The Fund's exposure to cash flow interest rate risk is small as it has no
major floating-rate investments.
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20. MBEBREE(R)
@ ERRE

EERARESRTAN -—THAEGERE
TREMmSIBE - RZHBIEELNER

LERESNERERREEREIERBFRRI
EES - BURIRRKREMEREA - BIKEE
AR - BURIE ~ SRITIF R RITAEER -
EEETAMERRRRAGAGEELHRIY
MEPIRESERERZ S RNBEBIRE - &
BRI Z 5 FOERRBRAEAERET AR
R-BERERABSREERZRZIEHTH
NAMREEERR - —REZFHARD L
5 o

REEREEERR - TEERFREFHRR
BRFRRTT - LESBREERERBERSE
Rk - BRERZESN 12 EREEER
MBI E 2 EES TR ER
TR o

MIBITERRBITEBRNEEERELDIN
(IR B E R RRBIEENTRAE)

Financial risk management (continued)

(0

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 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.

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

W
2021 2020
RITFERRBITES (REEFR) - Bank deposits and bank
balances, by credit rating:
AalZEAa3 Aat to Aa3 259,706 297,440
A1ZEA3 A1 to A3 748,178 617,684
Baa1ZBaa3 Baa1 to Baa3 445,488 329,000

1,453,372 1,244,124

FARKIRRNEREFZENT

The movement in loss allowances for trade receivables during the year
is as follows:

2021 2020
FHEEER Balance at beginning of year 2,157 2,017
ERREEE Impairment losses recognised 631 170
ik 58 Amounts written off (32) (30)
2,756 2,157

HAHMEREEATARERE - BEEX
SRR EEBERMN - FRAEFE
EEER -

LERSRHASRAETERS BAAAENR
SEERRAFNEERS AMREE -

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.
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20. MBEBREE(R)
&) REREERME

nBETEREX -BERERTESRARGMN
R B ERRE SN EE R o

EERRBESRBAE  SEESBBE
BENREBEIERERSES - RN
ENmEIBEERCSANESHER

N HbMERE

EERSHSTF1 ABTNINEERSTRER
(BtaE11) &9 Bh M ZE I #0 BF S R BR © 7% 2021
F3A318 ' £2020F f 2021 F E L hn,/
WMAOBOEEEMEMEARTENERT - &
STFEBIEBRE D, 101,040 &84T (2020 ¢
1,240 88 7T) °

2. ERHGERBE2021F3AN HIEFEREK
SNEEET MEARBREBOURREE

HEAPBHRRELZE  BESHOAGCENZ
HER] - FTERINRE - AR elREE 202143 A
31 AL &R FEHARER R BIRAEAN B IREF
WERANEIEET ~ BRI Rk -

BERDIERELER] - MERNARRE G RRME
MEHSELNF BTG - EERAIAL - BE&
EeBHMERSERIRAZEER] - MEAIREE
PRAEEEHIBREBREATE -

22. BERZEMER

20216 23  \EASIRIB(EBEESEN)E 4
BRB—IERE  RBUTEARRERE SR 461138
BLTEREESIEREEASEAN  UEPHEERSD
ERUNESTERISHEE T - RELERESE
R REZE 202293 A31 BE 202843 A31 B IFH)
FREER  DIOOIARBES -

Cna EEBREE 2020/21

Financial risk management (continued)
(e) 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.

()  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 2021,
a 50 basis point increase / decrease in the interest rates for 2020 and
2021, with all other variables held constant, would decrease / increase
the loss for the year by HK$10.4 million (2020: HK$12.4 million).

Possihle impact of amendments, new standards and interpretations
issued hut not yet effective for the year ended 31 March 2021

Up to the date of issue of these financial statements, the HKICPA has issued
a number of amendments, new standards and interpretations which are not
yet effective for the year ended 31 March 2021 and which have not been early
adopted in these financial statements.

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

Event after the reporting date

On 23 June 2021, a resolution was passed by the Legislative Council under
section 4 of the Trading Funds Ordinance to appropriate HK$4,611.3 million
from the Government’s Capital Investment Fund to the Fund as trading fund
capital to finance the redevelopment of the Fund’s Air Mail Centre located at
the Hong Kong International Airport. The trading fund capital will be injected
to the Fund in four tranches over the financial years ending 31 March 2022 to
2028.
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