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HIEERRS
Report of the Director of Audit

Audit Commission
The Government of the Hong Kong Special Administrative Region

Independent Audit Report
To the Legislative Council

| certify that | have examined and audited the financial statements of the Electrical and Mechanical Services Trading Fund set out
on pages 43 to 72, which comprise the statement of financial position as at 31 March 2012, and the statement of comprehensive
income, statement of changes in equity and statement of cash flows for the year then ended, and a summary of significant
accounting policies and other explanatory information.

General Manager, Electrical and Mechanical Services Trading Fund’s Responsibility for
the Financial Statements

The General Manager, Electrical and Mechanical Services Trading Fund is responsible for the preparation of financial statements that
give a true and fair view in accordance with section 7(4) of the Trading Funds Ordinance (Cap. 430) and Hong Kong Financial Reporting
Standards, and for such internal control as the General Manager, Electrical and Mechanical Services Trading Fund determines is
necessary to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

My responsibility is to express an opinion on these financial statements based on my audit. | conducted my audit in accordance
with section 7(5) of the Trading Funds Ordinance and the Audit Commission auditing standards. Those standards require that
| comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements.
The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation of financial statements that give a true and fair view 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 entity’s
internal control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the General Manager, Electrical and Mechanical Services Trading Fund, as well as evaluating the
overall presentation of the financial statements.

| believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis for my audit opinion.
Opinion

In my opinion, the financial statements give a true and fair view of the state of affairs of the Electrical and Mechanical Services
Trading Fund as at 31 March 2012, and of its results of operations and cash flows for the year then ended in accordance with Hong
Kong Financial Reporting Standards and have been properly prepared in accordance with the manner provided in section 7(4) of
the Trading Funds Ordinance.

LAU Sun-wo Audit Commission
Assistant Director of Audit 26th Floor
for Director of Audit Immigration Tower

7 Gloucester Road
20 September 2012 Wanchai, Hong Kong

(@) mmTRmEE: 20111258
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WEIESEETTENGEER
Electrical and Mechanical Services Trading Fund
Statement of Comprehensive Income

BE2012F3H31HILF/E  for the year ended 31 March 2012

(LOBBFTls)) (Expressed in thousands of Hong Kong dollars)

BfaE

Note 2012 2011
E 20 Turnover (3) 4,317,640 4,217,056
BIEK A Operating costs (4) (3,853,337)  (3,614,376)
EEBA Profit from operations 464,303 602,680
HAup A Other income (5) 141,180 33,042
ERFEHRARR Profit before notional profits tax 605,483 635,722
-1 %% Notional profits tax (6) (94,785) (99,412)
FEEF Profit for the year 510,698 536,310
Hib 2 mEmiss Other comprehensive income - -
FEAEWRES Total comprehensive income 510,698 536,310

for the year

EE & E B H{E Rate of return on fixed assets (7) 45.5% 58.1%
FAIET2E MM FE AL The notes on pages 49 to 72 form part of these financial statements.

BRI —ED °

EMSTF Annual Report 2011/12
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) WETREEESUBRRE
Electrical and Mechanical Services Trading Fund
Statement of Financial Position

HR201243H31H as at 31 March 2012
(LOBBFT3) (Expressed in thousands of Hong Kong dollars)
MIE
Note 2012 2011
ERBEE Non-current assets
M - REREM Property, plant and equipment (8) 821,647 839,318
mEE Intangible assets (9) 21,461 23,711
HNEERTFHK Placement with the Exchange Fund (10) 2,278,641 -
3,121,749 863,029
RBEE Current assets
FE Inventories 71,652 73,941
IR R 2 TR R 3K Debtors and prepayments (11) 37,129 10,587
FEURRE A T IRFR Amounts due from related parties 148,192 193,724
RITIFEK Bank deposits 2,426,000 4,557,000
e MIRTTHE B2 Cash and bank balances 22,692 1,770
2,705,665 4,837,022
RBAE Current liabilities
XFil® Customers’ deposits (12) (905,117) (811,213)
FERTHRER Creditors (435,528) (354,456)
FEATRRE A IR Amounts due to related parties (138,854) (196,218)
& BT B Provision for employee benefits 13) (48,779) (51,162)
FEIEHA Deferred revenue 14) (494,006) (614,554)
B 2EFER Notional tax payable (50,737) (50,348)
(2,073,021) (2,077,951)
REBEETHE Net current assets 632,644 2,759,071
HWEERERBERE Total assets less current liabilities 3,754,393 3,622,100
FRBEE Non-current liabilities
FEIEFL 5K Deferred tax 15) (5,860) (6,635)
BEEEAEE Provision for employee benefits 13) (423,528) (393,003)
(429,388) (399,638)
BEEFE NET ASSETS 3,325,005 3,222,462

WETIRZERES 2011/12 FH
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Electrical and Mechanical Services Trading Fund
Statement of Financial Position (continued)

HEUFHIRTDEK (&)

R20129F3H31H as at 31 March 2012
(LOBBFTls)) (Expressed in thousands of Hong Kong dollars)

Bo5E

Note 2012 2011
BEXRK#fE CAPITAL AND RESERVES
EERSER Trading fund capital 16) 706,600 706,600
{REB & F Retained earnings 17) 2,223,056 2,107,707
RS Proposed dividend (18) 395,349 408,155

3,325,005 3,222,462

FA9ET2EMM R The notes on pages 49 to 72 form part of these financial statements.

MBHRERN—ED °

20124F9H20R

CHAN Fan, Frank
General Manager,

Electrical and Mechanical Services Trading Fund

20 September 2012

EMSTF Annual Report 2011/12
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Electrical and Mechanical Services Trading Fund
Statement of Changes in Equity

B E2012F3H31HILF/E  for the year ended 31 March 2012

(LOBBFT3) (Expressed in thousands of Hong Kong dollars)

2012 2011
FH 4R Balance at beginning of year 3,222,462 3,139,818
FELEKE Total comprehensive income for the year 510,698 536,310
FREMERE Dividend paid during the year (408,155) (453,666)
FRiEs Balance at end of year 3,325,005 3,222,462

FA9ET2H MM GE BUL The notes on pages 49 to 72 form part of these financial statements.
BTG RE—EH -

WETIZEEBES 2011/12 FR



KETIESEETRTMER
Electrical and Mechanical Services Trading Fund

Statement of Cash Flows

BUZE201263H31HIEFE  for the year ended 31 March 2012
(LOBBFTls)) (Expressed in thousands of Hong Kong dollars)

BisE

Note 2012 2011
EEHANRERE Cash flows from operating activities
EIERF Profit from operations 464,303 602,680
res R SE Depreciation and amortisation 25,850 25,131
HEWE  RER Gain on disposal of property, (217) (181)

B W ER plant and equipment
B B @A N Increase in provision for employee benefits 28,142 4,421
FEUIR R FE(IIR A9 > Decrease in debtors and prepayments 1,210 2,615
JRE L B8 A IR SRAD R Decrease in amounts due from related parties 45,532 12,110
GFERRL Decrease in inventories 2,289 4,667
FERTIREREY I AN Increase in creditors 81,072 30,621
JE < B3 A LR FRA R Decrease in amounts due to related parties (57,364) (23,584)
EFEaI2EMm / Cd) Increase / (Decrease) in customers’ deposits 93,904 (36,948)
FEFEYAF R Decrease in deferred revenue (120,548) (43,166)
)

ENREMNER

Notional profits tax paid

(95,171) (102,616

REEEEANRSFHE Net cash from operating activities 469,002 475,750
REEBEENRERE Cash flows from investing activities
[R5 HABR R 1B 31E A 1Y Decrease / (Increase) in bank deposits with 1,470,000 (110,000)
RITIFF AR /(&) original maturity over three months
AN B B 17 FAHIIE N Increase in placement with the (2,278,641) =
Exchange Fund
BEYE  RERSEM Purchase of property, plant and equipment and (5,929) (18,956)
NREFEE intangible assets
HEME  RERBMES  Proceeds from disposal of property, 217 181
plant and equipment
EHLE Interest received 113,428 36,601
ARBEBEENESFE Net cash used in investing activities (700,925) (92,174)

EMSTF Annual Report 2011/12
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Electrical and Mechanical Services Trading Fund
Statement of Cash Flows (continued)

BE20129F3A31HILF/E  for the year ended 31 March 2012

(L BMT TEIFT) (Expressed in thousands of Hong Kong dollars)

gz

Note 2012 2011
RMEBEENRERE Cash flows from financing activities
BEARIRE Dividend paid (408,155) (453,666)
ARBMEEENER SR Net cash used in financing activities (408,155) (453,666)
HENERREWEDFEE Net decrease in cash and cash equivalents (640,078) (70,090)
BeRERRSNENLEE  Cash and cash equivalents at beginning of year 748,770 818,860
HENERREWEREL  Cash and cash equivalents at end of year (19) 108,692 748,770

FAOET2H MM AL The notes on pages 49 to 72 form part of these financial statements.
B HmERN—ED °

BETREEES 2011/12 FiF




\ ' J B HRFTMHEE
V Notes to the Financial Statements

(BB HEBES) - BT 2 BB LB T i 3R) (Amounts expressed in thousands of Hong Kong dollars, unless otherwise
stated)
1. #W General

BISERBIE1996FE6 A26 AR E (BiEXE S 1K  The Electrical and Mechanical Services Trading Fund (EMSTF) was

By ($5430%) $£3 - 4R61EEIERE - 721996  established on 1 August 1996 under the Legislative Council Resolution

FEATHMKTMETIRLERES - AXFIRMH2E  passed on 26 June 1996 pursuant to sections 3, 4 and 6 of the Trading

AHRERE T TRERE B TERAAKRT  Funds Ordinance (Cap. 430) to provide comprehensive electrical,

2 R BRI ERTE o mechanical and electronic services, vehicle services, and project and
consultancy services to clients.

BRFEAER SRS AIHESHTT AR  Government bureaux, departments and autonomous bodies have the
RIBHARE TR EESREMREHENIR  freedom to use the services of the EMSTF or to choose alternative service

& DSOS BIRBEE - providers to meet part or all of their electrical and mechanical service
needs.
2 FEEFEE Significant accounting policies

21 REEHEH Statement of compliance
A BHRERERBESARN TR A These financial statements have been prepared in accordance with
EREAEERANBETBEREER (ULHA accounting principles generally accepted in Hong Kong and all
THE O ETERERASMAGEM applicable Hong Kong Financial Reporting Standards (HKFRSs), a
B FT A E A E R BB M SR E LR collective term which includes all applicable individual Hong Kong
EFGHEIRZRE) GE - -HETRR Financial Reporting Standards, Hong Kong Accounting Standards
EEESFEMANEIZESTRERE (HKASs) and Interpretations issued by the Hong Kong Institute of
R o Certified Public Accountants (HKICPA). A summary of the significant

accounting policies adopted by the EMSTF is set out below.

EMSTF Annual Report 2011/12 @9‘}
A 4



V Notes to the Financial Statements

B %5 AR Iy 5E

2. EESHEE &)
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SEHEETHIET - 5584 XM BR K
BETHSE  AQRARSHHRE
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TR -
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A BRI BEHEFT R G EEFH AT
B EFENSTHASRIAAHIE W0
BRI EEFRAKNGTH - Ak
BFERARRN G HAERBRE -

BETRLEESCHERMGITHRTEIL
TF RAEFIRES LR & 5T HIE - BimEIR
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BAEEN THBAEE - &R AERX
EXAR  BHEEMABEMNKRASELE
RENIRER] °

(60) wEImREEES 201112 5%
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Significant accounting policies (continued)

Basis of preparation of the financial statements

The measurement basis used in the preparation of these financial
statements is historical cost.

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

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

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

2. TESHEE &)

23 THEERTRERS

2.3.1

232

AIETER
BETRLELCERBIREE
ESXSIBREENENKEREER
EREBETINE  BERRER
RRREMEREAE

CREENERABERVEATE
B AFEAETHSERKRE -
MEAKECREENELSRA
BEMER I B HKA

BETRLEEZSERAREHER
TANEBHER - ZHAEHRE
HeRmEELEBAE -

2.3.2.1 ERREBIRRK

BERRERERAESE
FER A AEESZ (S5 -
BEFRMSILHERE
RIFETES R EE - M
BIREEESNESH
ZHEEERSR® - A
Bl B3 FE YR B~ FE UK
BALRR - BITER
Re RIBITHE S RINEE
SHER

B3 YRR SRR A B R A
KRB SE R AN B HBR (]
BEEE (F) 7k (F
$2.34) -

Significant accounting policies (continued)

Financial assets and financial liabilities

Initial recognition

The EMSTF classifies its financial assets and financial liabilities
into different categories at inception, depending on the
purpose for which the assets were acquired or the liabilities
were incurred. The categories are loans and receivables and
other financial liabilities.

Financial assets and financial liabilities are measured initially at
fair value, which normally equals to the transaction prices plus
transaction costs that are directly attributable to the acquisition
of the financial asset or issue of the financial liability.

The EMSTF recognises financial assets and financial liabilities on
the date it becomes a party to the contractual provisions of the
instrument.

Categorisation

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
an active market and which the EMSTF has no intention of
trading. This category includes debtors, amounts due from
related parties, bank deposits, cash and bank balances and
placement with the Exchange Fund.

Loans and receivables are carried at amortised cost using
the effective interest method less impairment losses, if any
(note 2.3.4).

EMSTF Annual Report 2011/12 @
7
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V Notes to the Financial Statements

2. XESTHER #®)

2.3.21
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(2) wEImmEE: 201112458
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Significant accounting policies (continued)

Loans and receivables (continued)

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

Other financial liabilities

Other financial liabilities are carried at amortised cost using
the effective interest method.
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Significant accounting policies (continued)

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 carrying amount of loans and receivables is reviewed at
the end of each reporting period to determine whether there is
objective evidence of impairment. If any impairment evidence
exists, a loss is recognised in the statement of comprehensive
income as the difference between the asset’s carrying amount
and the present value of estimated future cash flows discounted
at the asset’s original effective interest rate. If in a subsequent
period, the amount of such impairment loss decreases and the
decrease can be linked objectively to an event occurring after
the impairment loss was recognised, the impairment loss is
reversed through the statement of comprehensive income.

Notional profits tax

The EMSTF has no tax liability under the Inland Revenue
Ordinance (Cap.112). However, the Government of the Hong
Kong Special Administrative Region (the Government) requires
the EMSTF to pay to the General Revenue an amount in lieu
of profits tax (i.e. notional profits tax) calculated on the basis
of the provisions of the Inland Revenue Ordinance. Notional
profits tax expense for the year comprises current tax and
movements in deferred tax assets and liabilities.

Current tax is the expected tax payable on the taxable income
for the year, using tax rates enacted or substantively enacted
at the end of the reporting period, and any adjustment to tax
payable in respect of previous years.

EMSTF Annual Report 2011/12  (83)
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Significant accounting policies (continued)

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

All deferred tax liabilities, and all deferred tax assets to the extent
that it is probable that future taxable profits will be available
against which the assets can be utilised, are recognised.

The amount of deferred tax recognised is measured based on
the expected manner of realisation or settlement of the carrying
amount of the assets and liabilities, using tax rates enacted
or substantively enacted at the end of the reporting period.
Deferred tax assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed at
the end of each reporting period and is reduced to the extent
that it is no longer probable that sufficient taxable profit will
be available to allow the related tax benefit to be utilised.
Any such reduction is reversed to the extent that it becomes
probable that sufficient taxable profit will be available.

Property, plant and equipment

Property, plant and equipment appropriated to the EMSTF on 1
August 1996 were measured initially at deemed cost equal to the
value contained in the Legislative Council Resolution for the setting
up of the EMSTF. Property, plant and equipment acquired since 1
August 1996 are capitalised at their costs of acquisition.

The following property, plant and equipment are stated at cost less
accumulated depreciation and any impairment losses (note 2.7):

- buildings; and
- plant and equipment, including computer equipment, motor
vehicles, furniture and fixtures and other equipment.

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

- Buildings 10 — 35 years
- Computer equipment 4 — 10 years
- Motor vehicles 5 years
- Furniture and fixtures 5 years
- Other equipment 7 years
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Significant accounting policies (continued)

Property, plant and equipment (continued)

The land on which the EMSTF's buildings are situated is regarded as
a non-depreciating asset.

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

Intangible assets

Intangible assets include acquired computer software licences and
capitalised development costs of computer software programmes.
Expenditure on development of computer software programmes
is capitalised if the programmes are technically feasible and the
EMSTF has sufficient resources and the intention to complete
development. Intangible assets are stated at cost less accumulated
amortisation and any impairment losses (note 2.7).

Amortisation of intangible assets is charged to the statement of
comprehensive income on a straight-line basis over the assets’
estimated useful lives of 4 to 10 years.

Impairment of fixed assets

The carrying amounts of fixed assets, including property, plant and
equipment and intangible assets, are reviewed at the end of each
reporting period to identify any indication of impairment. If there
is an indication of impairment, an impairment loss is recognised
in the statement of comprehensive income whenever the carrying
amount of an asset exceeds its recoverable amount. The recoverable
amount of an asset is the greater of its fair value less costs to sell
and value in use.

Inventories

Inventories are materials to be consumed in the rendering of services.
They are stated at the lower of cost and net realisable value, cost
being determined using the weighted average cost method. The
amount of any write-down of inventories to net realisable value and
all losses of inventories are recognised as an expense in the period
the write-down or loss occurs.

When inventories are consumed in the rendering of services, the

carrying amount of those inventories is recognised as an expense in
the period in which the related revenue is recognised.
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| Notes to the Financial Statements

Significant accounting policies (continued)

Cash equivalents

Cash equivalents are 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.

Employee benefits

The employees of the EMSTF 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, the pension
liabilities of the EMSTF are discharged by reimbursement of the staff
on-costs charged by the Government. For other staff, contributions
to the Mandatory Provident Fund Scheme are charged to the
statement of comprehensive income as incurred.

Revenue recognition

Revenue

Revenue is recognised as services are provided (also see note
14).

Interest income

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

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 end of the reporting period.
Exchange gains and losses are recognised in the statement of
comprehensive income.
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" Notes to the Financial Statements

Significant accounting policies (continued)

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or
amount when the EMSTF 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.

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.

Related parties

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

Impact of new and revised HKFRSs

The HKICPA has issued a number of new and revised HKFRSs
that are effective for the current accounting period. 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 EMSTF has not applied any new HKFRSs that are not yet
effective for the current accounting period (note 24).
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3. EXH Turnover
2012 2011

WeE N ETF TRRARTS Electrical, mechanical and 3,715,437 3,617,825

electronic services
B TERG Vehicle services 249,118 242,211
T2 KR AR S Project and consultancy services 334,765 341,236
Hith Others 18,320 15,784
e Total 4,317,640 4,217,056

4. BERAE Operating costs
2012 2011

ETEH Staff costs 1,969,511 1,806,854
Mkt Materials 395,539 355,139
A E R Contractors cost 1,349,978 1,221,451
HerhEBRER Rental and management charges 20,977 29,943
REAFEHRSREREEAREN DR Write-back of provision for (69,664) S

rental and management charges

in respect of previous years
—MBIERITBIRAX General operating and 160,332 175,127

administration expenses
e R HEEE Depreciation and amortisation 25,850 25,131
EirER Audit fees 814 731
B Total 3,853,337 3,614,376

WETIRZERES 2011/12 FH
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Notes to the Financial Statements

Hg A Other income
2012 2011
IRITHE R F BULA Interest income from 30,812 33,042
bank deposits
SNEE S TF R EWA Interest income from placement with 110,368 -
the Exchange Fund
W Total 141,180 33,042
BERMEH Notional profits tax

(a) MNEEBSERAHRNBEMNEHAT

The notional profits tax charged to the statement of comprehensive

income represents:

2012 2011
ZHEAB R Current tax
AERZHEFE R EE Provision for notional profits 95,560 98,770
tax for the year
BB Deferred tax
TREERENESRED Origination and reversal of (775) 642
temporary differences
BHEMEHR Notional profits tax 94,785 99,412

EMSTF Annual Report 2011/12
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6. BEMNEHR #)

(b) BEXHEESHENZERYRAENY

Notes to the Financial Statements

Notional profits tax (continued)

The reconciliation between tax expense and accounting profit at

PRAOT : applicable tax rates is as follows:
2012 2011
HENEHRET Profit before notional 605,483 635,722
profits tax

BEBFEHE16.5% (20114F : 16.5%) Tax at Hong Kong profits tax 99,905 104,894

FrstE H AR rate of 16.5% (2011: 16.5%)
FERTRIA G TR KA 2 Tax effect of non-taxable revenue (5,120) (5,482)
BRBREH Actual tax expense 94,785 99,412

7. BEEERHRE

EEEERFZRZEABEE2ERE (TEEF B K
AMFELZH) BRUBETEEEFEFEMENE
DK -BETEEEBREME  RiF SMRERE
E - BHgETREEES A NERMKARRE
TEEERTEEERHRREES5% (20114 : 8.5%) HJ
BiZo

@ WETREERES 2011/12 F3f

Rate of return on fixed assets

The rate of return on fixed assets is calculated as total comprehensive
income (excluding interest income and interest expenses) divided by
average net fixed assets, and expressed as a percentage. Fixed assets
include property, plant and equipment and intangible assets. The EMSTF
is expected to meet a target rate of return on fixed assets of 8.5% per
year (2011: 8.5%) as determined by the Financial Secretary.
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Notes to the Financial Statements

8. W% - REBER=EM Property, plant and equipment
FRAR
EEgEE
T REEY EEEEA E# Furniture Hihggd
Land and Computer Motor and Other #E
buildings equipment vehicles fixtures equipment Total
5% Cost
201054818 At 1 April 2010 950,100 73,720 43,712 51,619 45,727 1,164,878
0 Additions - 2,238 2,293 7,914 6,511 18,956
HeE Disposals - - (2,262) - - (2,262)
72011438318 At 31 March 2011 950,100 75,958 43,743 59,533 52,238 1,181,572
W20115E4 818 At 1 April 2011 950,100 75,958 43,743 59,533 52,238 1,181,572
0 Additions - - 1,212 2,044 - 3,256
T Adjustments - - - - (151) (151)
== Disposals - - (2,536) - - (2,536)
M2012%3H318 At 31 March 2012 950,100 75,958 42,419 61,577 52,087 1,182,141
Rt e Accumulated depreciation
201054818 At 1 April 2010 161,077 57,970 34,351 44,220 26,601 324,219
FEEBHA Charge for the year 7,841 3,675 2,694 4,316 1,771 20,297
Eg-IEIEE S Written back on disposals - - (2,262) - - (2,262)
72011438318 At 31 March 2011 168,918 61,645 34,783 48,536 28,372 342,254
W20115E4 818 At 1 April 2011 168,918 61,645 34,783 48,536 28,372 342,254
FEEBHA Charge for the year 7,841 3,751 3,008 3,992 2,184 20,776
Eg-IEIEE S Written back on disposals - - (2,536) - - (2,536)
M2012%38318 At 31 March 2012 176,759 65,396 35,255 52,528 30,556 360,494
IR E R E Net book value
M2012%38318 At 31 March 2012 773,341 10,562 7,164 9,049 21,531 821,647
72011438318 At 31 March 2011 781,182 14,313 8,960 10,997 23,866 839,318
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Notes to the Financial Statements

BEEE Intangible assets
EMBEMRBRAGEERE
Computer software licences
and system development costs
2012 2011
AR Cost
REH) At beginning of year 44,339 44,339
En Additions 2,824 -
RELR At end of year 47,163 44,339
25t Accumulated amortisation
REH) At beginning of year 20,628 15,794
FEER Charge for the year 5,074 4,834
RELR At end of year 25,702 20,628
R TEDRE Net book value
RELR At end of year 21,461 23,711
HNEEESTFR Placement with the Exchange Fund

INEESTFREHRE22.786E8 T (20114 -
m) - HP22BB T RRETNR - 7,8608 B LA
MEHLERBE B AKRE N ARREOFE o 2R
BHRNFE (BERAE) @ BHATERERES
FRk e

HNEESHERAERTF1AETHET S Rt
H o ZBEREESIWEMABECFNFHFER
BRI KIFHINEESESFTE L —EFENTE
HEEZEWRZE  MEDRERSE © TRAE0% ° 2012
FETERATES6% 20115 55F6.0% °

@ WETREERES 2011/12 F3f

The balance of the placement with the Exchange Fund amounted to
HK$2,278.6 million (2011: Nil), being the placement of HK$2,200 million
plus HK$78.6 million interest paid but not yet withdrawn at the end of
the reporting period. The term of the placement is six years from the date
of placement, during which the amount of original placement 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 Exchange Fund Notes for the previous year subject to
a minimum of zero percent, whichever is the higher. The interest rate
has been fixed at 5.6% per annum for the year 2012 and at 6.0% per
annum for the year 2011.
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Notes to the Financial Statements

Debtors and prepayments

2012 2011
& IR 3R Debtors 472 634
FEFTRER Prepayments 627 1,675
HNEE ST IERTF B Accrued interest from placement 31,727 -
with the Exchange Fund
RITFRESTFIE Accrued interest from bank deposits 4,303 8,278
M Total 37,129 10,587
12. BEFFl & Customers’ deposits
2012 2011
REEEA TR & Deposits received from 904,536 811,213
related parties
REH M P W ERAET & Deposits received from 581 -
other customers
#EE Total 905,117 811,213

13. EETREME

B REFEREHERAMEBRMRERORE S
FTERRAVESDMME G AE -

14, JEEWA

BERARMRE - BEERBBE»EHNER -

Provision for employee benefits

This represents the estimated liability for employees’ annual leave and
obligations on contract end gratuities payable to contract staff for
services rendered up to the end of the reporting period.

Deferred revenue

This represents contract fees received in advance for which services have

not yet been rendered.

2012 2011
WEIEA TWERTEE A N ER Contract fees received in advance 484,994 607,008
from related parties
REMRFWETEE S L ER Contract fees received in advance 9,012 7,546
from other customers
W Total 494,006 614,554

EMSTF Annual Report 2011/12
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15. IR

AT BEMBRARAERNECH RN ERE

Notes to the Financial Statements

Deferred tax

Major components of deferred tax recognised in the statement of

BER S A e ELAE 4 i) financial position and the movements during the year are as follows:
BABRTER
BENTERBE
Depreciation
allowances
in excess of Hity
the related EREER
depreciation Other
and temporary &5t
amortisation differences Total
2010F4 A1 B & Balance at 1 April 2010 14,577 (8,584) 5,993
REE RN Charged to statement of 88 554 642
comprehensive income
2011 &3 A31 B4 Balance at 31 March 2011 14,665 (8,030) 6,635
2011 EF4 /1 B &8 Balance at 1 April 2011 14,665 (8,030) 6,635
REmEERX (EE) /0kR (Credited) / Charged to statement of (907) 132 (775)
comprehensive income
201243 A 31 B &k Balance at 31 March 2012 13,758 (7.898) 5,860

16. BEESER

WABRRERETIZLERSMNIRE -

Trading fund capital

This represents the Government'’s investment in the EMSTF.

17. REZ&ER Retained earnings
2012 2011
FRER Balance at beginning of year 2,107,707 1,979,552
FEEZEKE Total comprehensive income 510,698 536,310
for the year
B R Proposed dividend (395,349) (408,155)
FRER Balance at end of year 2,223,056 2,107,707

@ KETREERS 2011/12 £
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18. BEKRE

MBT# R BRI FE A2 E S R
EBRERRRRZENTESETEES LA
50% B 1ZER AR (20114  50%) {EL - =%
SN AN AEBTT (20114 - 1.44887T) -

10. REeRERRE

Notes to the Financial Statements

Proposed dividend

The proposed dividend to the Government is based on the total
comprehensive income for the year and the dividend payout ratio of
50% (2011: 50%) stated in the annual business plan approved by the
Secretary for Financial Services and the Treasury, plus an additional
amount of HK$140 million (2011: HK$140 million).

Cash and cash equivalents

2012 2011
IR & MIRTTHE B2 Cash and bank balances 22,692 1,770
RITIFIK Bank deposits 2,426,000 4,557,000
/NEF Sub-total 2,448,692 4,558,770
Rk R BARR R B3 1E A AR TIE R Less: Bank deposits with original (2,340,000)  (3,810,000)
maturity over three months
HeRERBES Cash and cash equivalents 108,692 748,770
20. &R Commitments
(a) EAXEE Capital commitments

E2012F3A31H  ETRREEHEES KA
FESRRTPELBENEARENAT ¢

At 31 March 2012, the EMSTF had capital commitments, so far as not
provided for in the financial statements, as follows:

2012 2011
EHERELD Authorised and contracted for 363 516
EBUEERELD Authorised but not yet contracted for 42,287 -
k) Total 42,650 516

EMSTF Annual Report 2011/12
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RIE (#)

(b)y =EEHOERE
20123 A31H « BIE T HEEA T &
EEYLBRANAN BRI NOSEEMSTE

| Notes to the Financial Statements

Commitments (continued)

Operating lease commitments

At 31 March 2012, the total future minimum lease payments under the
non-cancellable operating leases for land and buildings were payable as

TR follows:
2012 2011
TERB1F Not later than one year 356 1,713
iR FENEBRSE Later than one year but not 10 256
later than five years
BE Total 366 1,969
RBEAEE Contingent liabilities

M201243A31H » KETRLEE S —IRIT
METZHREPEHANS26E BT (20114 : 753
EATL) BURBEMZBRTIREMEENES
FERE AT ARETIRELEESNEE
AL

BETREEES 2011/12 FiF

At 31 March 2012, the EMSTF had provided a bank with counter-
indemnity in respect of performance bonds for HK$5.26 million (2011:
HK$7.53 million) issued by the bank in favour of certain clients who are
related parties of the EMSTF.
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BEREATHNRS

BRTEMBERRTATRENI S ERFE
NERDEATEITNEER S @ ATAKNT

(a) MBAEATRENREEE®RERETT
R - B TRERSMNTEREBR
1% o B RB L IRRABE 24314188
(20114 : 42 11B87L) - E2BEMA
PizES [&%EE] N -

(b) HEEATRENRBSEEES @ QM
FoFRITEBERER - EEREAES
7,0208787 (20114 : 7,9008/87L) °
ELREOANTES TEERA] Ao

(c) MEBEEALTBANEBETEEEREKETR
LB  ELEEENBAKANE1108ET
(20114F : 7808/87T)

FREA T IREAIRS - RARAIMBOEERS -
MmeBEEALRENRY  FEERETERH
FTAR  AARRHMANNEREE  TRER
PREZHLARTS B LA [B] 2 BRAK AR B B E -

B R EE

231 REBE
RETRLEESKASABEEN SR
TR BREHER REKETEZE
ESHNBER  FIAERBNERTANKE
BRELRA

V Notes to the Financial Statements

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:

Services provided to related parties included electrical,
mechanical and electronic services; vehicle services; and project
and consultancy services. The total revenue derived from these
services amounted to HK$4,314 million (2011: HK$4,211
million). This amount was included in turnover under note 3.

Services received from related parties included maintenance,
accommodation, central administration and auditing. The
total cost incurred on these services amounted to HK$70.2
million (2011: HK$79.0 million). This amount was included in
operating costs under note 4.

Acquisition of fixed assets from related parties included fitting
out projects and motor vehicles. The total cost of these assets
amounted to HK$1.1 million (2011: HK$7.8 million).

Services provided to related parties were priced on a cost-plus basis.
Services received from related parties were charged at the rates payable
by the general public for services which were also available to the public
or on a full cost recovery basis for services which were available only to
related parties.

Financial risk management

Investment policy

Surplus cash is invested in financial instruments including fixed
deposits. It is the EMSTF’s policy that all investments in financial
instruments should be principal-protected.
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Notes to the Financial Statements

23. BEEEE @) Financial risk management (continued)
232 8RR Credit risk

EERREeRMIANAET —FEREE Credit risk is the risk that one party to a financial instrument will
BITEAEMSIRE —AEXMBELN fail to discharge an obligation and cause the other party to incur a
[\ - financial loss.
REERERA - Rt RAFEREME The maximum exposure to credit risk at the end of the reporting
Ho At EEE RIBA ARAER period without taking account of any collateral held or other credit
EeEERROT: enhancements is shown below:

2012 2011
&R 35K Debtors 36,502 8,912
FEUR R A T HRFK Amounts due from 148,192 193,724

related parties
RITIFK Bank deposits 2,426,000 4,557,000
INERSTFR Placement with the 2,278,641 -
Exchange Fund

RIT4ES Bank balances 22,578 1,667
e Total 4,911,913 4,761,303
R IR R EEBIEREAE - EEENE Debtors include mainly accrued interest and the associated credit
BERMBEE - ERIIMNEESFR - HEH risk is minimal. For the placement with the Exchange Fund, the
EERBRITERE credit risk is considered to be low.
RERSREEERR - 16 EBREREF To minimise credit risks, all fixed deposits are placed with licensed
NETEEFFRIRTT © banks in Hong Kong.

@ WETREERES 2011/12 F3f
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23.3

234

REBEE @R
mBETERE —ERBRHRNETES
e EAENEENRER

BETRLEESRARARSREDIN
REERBDESRRE  BRBAAFHR
EREREERETIREEZSNEESR
T BRANUNABIHEERE NN
BEefRBR - MARBEEANRBES
[\ o

R = [ B

= B fE R T 5 A = 2B M 5| U 1B Y
Rk - FXE A E - LD BRFEMNE
R KRS REFRER -

ANFEMNERRIEER TANAFESR
IS EEB KB ER - HREET
REBES B IRITFFIIREEN KT
B BWBANELT - BEFROIFE
BETEK - M@ - AREEFFRITREH
KAESR - MgHRESH e EHK
HEMMETIZLEESHN BN NHE

| Notes to the Financial Statements

Financial risk management (continued)

Liquidity risk
Liquidity risk is the risk that an entity will encounter difficulty in
meeting obligations associated with financial liabilities.

The EMSTF employs projected cash flow analysis to manage liquidity
risk by forecasting the amount of cash required and monitoring the
working capital of the EMSTF to ensure that all liabilities due and
known funding requirements could be met. As the EMSTF has a
strong liquidity position, it has no significant liquidity risk.

Interest rate risk

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

Fair value interest rate risk is the risk that the fair value of a financial
instrument will fluctuate because of changes in market interest
rates. Since all of the EMSTF'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 EMSTF's
profit and reserves.
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23. BEEEE @) Financial risk management (continued)

23.4 FEEE (&) Interest rate risk (continued)
RenefEERESRIANRKES Cash flow interest rate risk is the risk that future cash flows of a
mEgETISNEERMLB )RR - # financial instrument will fluctuate because of changes in market
BEIREEECEANHEANRERE interest rates. The EMSTF is not exposed to material cash flow
MERR EAAHEFENETZESRIAR interest rate risk because it has no major financial instruments
PEERERMIA - bearing interest at a floating rate.

TRIREE TR EESAE LM F = The table below sets out the EMSTF's exposure to interest rate
By SEEMEEERUREHERA risk, based on the major interest bearing assets stated at carrying
FIIREMESIL - WikE A EST X B Bisk amounts at the end of the reporting period and categorised by the
IHEMEROREEESSR - earlier of contractual repricing dates or maturity dates.
EHE bS]
Repricing period
BBEIMEAE
TRB1F
More than
3 months
but not
MEAHAT more than k]
3 months or less 1 year Total
2012 2012
RITER Bank deposits 1,086,000 1,340,000 2,426,000
2011 2011
HRITIFH Bank deposits 4,107,000 450,000 4,557,000

() wEImEEE: 01112458
w
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23.5

23.6

23.7

BE¥RER
E¥RERIESR T ANAFERIARKAR
EREGREXEHMKBHORER -

BETRLEESRAETANEKRR -
RASHESE T REREDEABTRAA -

H i Bt 75 3 sy
BRETRLEEESEARESE — ABETHH
EESFHREE (MFE10) mEFHMA
HHEREAR - N201263 8318 © B:R
20114 20124 Hy B = )0/ 50 & 2
MmEMERTE G FEAMNRES
HE AR A 1,1008 7T -

ATME
EEBRMSEXZNERTANAFERR
BREDERANTISREETE - WRE
ZEMHRE - AR EHREMEETE
AR SR B R SR (AL AT -

MESRTAGNEEANFERSFHAE
TR B RFBERRNEA

| Notes to the Financial Statements

Financial risk management (continued)

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 EMSTF does not have significant exposure to currency risk as
substantially all of its financial instruments are denominated in
Hong Kong dollars.

Other financial risk

The EMSTF 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 10). It was estimated that, as at
31 March 2012, a 50 basis point increase/decrease in the interest
rates for 2011 and 2012, with all other variables held constant,
would increase/decrease the profit for the year and reserves by
HK$11.0 million.

Fair values

The fair value of financial instruments traded in active markets
is based on quoted market prices at the end of the reporting
period. In the absence of such quoted market prices, fair values
are estimated using present value or other valuation techniques,
using inputs based on market conditions existing at the end of the
reporting period.

All financial instruments are stated in the statement of financial
position at amounts equal to or not materially different from their
fair values.
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24, CHEGEREBE2012F3A31ALEE
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Possible impact of amendments, new standards
and interpretations issued but not yet effective
for the year ended 31 March 2012

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 2012 and which
have not been early adopted in these financial statements.

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

results of operations and financial position.

The following developments may result in new or amended disclosures

in future financial statements:

EUTBE#HS 2%
BAsR VS T HIRAEX

Effective for accounting periods
beginning on or after

BAGERIB 5 (ERD)
[BI Bz 2] AIER]

Amendments to HKAS 1 (Revised),
Presentation of Financial Statements

- EemElsIE B 2R — Presentation of Items of Other 20124 7A1H
Comprehensive Income 1 July 2012
BB GEHERIE195% (2011) HKAS 19 (2011), 20131 A1H

[MEE =T

Employee Benefits

1 January 2013

HREHERE2 [SRTA - 25| WEFT

- TREERSRAENEH

Amendments to HKAS 32, Financial Instruments:
Presentation
— Offsetting Financial Assets and
Financial Liabilities

20141 H1H
1 January 2014

HRMEMELRNETHR [2RTE : WE] NEFT
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Amendments to HKFRS 7,
Financial Instruments: Disclosures
— Disclosure — Transfer of Financial Assets

— Disclosure — Offsetting Financial Assets and
Financial Liabilities

2017 H1H

1 July 2011
20131 H1H
1 January 2013

BRMBREENFSR (SR TA]

HKFRS 9, Financial Instruments

201551 H1H
1 January 2015

BERPHEMEERE13% [ AP EFE]

HKFRS 13, Fair Value Measurement

20131 H1H
1 January 2013
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