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Notes to the Accounts

(Amounts expressed in thousands of Hong Kong dollars unless otherwise stated)
General

The Electrical and Mechanical Services Trading Fund (“EMSTF") was
established on 1 August 1996 under the Legislative Council Resolution
passed on 26 June 1996 pursuant to sections 3, 4 and 6 of the Trading
Funds Ordinance (Cap. 430) to provide comprehensive electrical,
mechanical and electronic services, vehicle services, and project and

consultancy services to clients.

Government bureaux, departments and autonomous bodies have the
freedom to use the services of the EMSTF or to choose alternative service
providers to meet part or all of their electrical and mechanical service

needs.
Significant accounting policies

Statement of compliance

These financial statements have been prepared in accordance with
accounting principles generally accepted in Hong Kong and all
applicable Hong Kong Financial Reporting Standards (“HKFRSs"),
a collective term which includes all applicable individual Hong
Kong Financial Reporting Standards, Hong Kong Accounting
Standards (“HKASs") and Interpretations issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA").

The HKICPA has issued a number of new and revised HKFRSs that
are first effective for the current accounting period. Adoption of
these HKFRSs has no significant impact on the EMSTF's results of
operations and financial position, while expanded disclosure has
been made in the financial statements in accordance with the

new HKFRS 7, “Financial Instruments: Disclosures” (see note 23).

A summary of the significant accounting policies adopted by the
EMSTF is set out below.

EMSTF Annual Report 2007/084
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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 except that trading financial
instruments are stated at their fair value as explained in note
2.3.2.1.

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 of making the 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, and other key sources
of estimation uncertainty at the balance sheet date, that have a
significant risk of causing a material adjustment to the carrying

amounts of assets and liabilities in the next year.
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Notes to the Accounts

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: trading
financial instruments, 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 for loans

and receivables and other financial liabilities that are
directly attributable to the acquisition of the financial
asset or issue of the financial liability. Transaction costs
on trading financial instruments are expensed

immediately.

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

provisions of the instrument.

Categorisation
Trading financial instruments
The EMSTF does not acquire financial instruments
for the purpose of trading. However, embedded
derivatives that are separated from the host
contracts (note 2.3.4) are categorised as
“trading” under HKAS 39, “Financial

Instruments: Recognition and Measurement”.

Trading financial instruments are carried at fair
value. Changes in the fair value are included in the
profit and loss account in the period in which they

arise.

EMSTF Annual Report 2007/084



R B

Notes to the Accounts

2 FESHBE )

2.3.3

2.3.2.2 B F0R R EHOIR K
EHRIE R ERIRR A A
B [EE S AT AR TE 2 &
B EERREMSLRE
WEMFETLESMEE -
%= I%%%*L%%)Tﬂ
%HﬂZhﬁf’E“

LEE A8 %FEJ%UPE
L)\ﬁ:)@iﬂﬁzfl}ﬁﬂ : m%ﬁ
K RITEFR - RERR
1T#E8R ©

B SR R FE AR R SRR A
BB R R AE
MR EEE (F)
HliR (FFE2.3.5) -

2323EMemER
EthermABERAERF

REIRBHRAEAE -

ENTREENIRTRENEGH
BERE - AETREENMEBA
By R AN m R B R R
- ZEREESREIHER o

A KIERNEBSEER - BUEX
HiRS - e B ES IR

i

by
e

q WRIREEHS 2007/08 5%

Significant accounting policies (continued)

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, structured deposits, bank deposits, cash

and bank balances.

Loans and receivables are carried at amortised
cost using the effective interest method less

impairment losses, if any (note 2.3.5).

Other financial liabilities

Other financial liabilities are measured at
amortised cost using the effective interest
method.

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, cancelled or

expires.
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Notes to the Accounts

Significant accounting policies (continued)

Embedded derivatives

An embedded derivative is a component of a hybrid
(combined) instrument that includes both the derivative
and a host contract with the effect that some of the cash
flows of the combined instrument vary in a way similar to

a stand-alone derivative.

An embedded derivative is separated from the host
contract and accounted for as a derivative when (a) the
economic characteristics and risks of the embedded
derivative are not closely related to those of the host
contract; and (b) the hybrid (combined) instrument is
not measured at fair value with changes in fair value
recognised in the profit and loss account. Where the
embedded derivative is separated, the host contract is

accounted for according to its category (note 2.3.2).

Impairment of financial assets

The carrying amount of loans and receivables is reviewed
at each balance sheet date to determine whether there

is objective evidence of impairment. If any impairment
evidence exists, a loss is recognised in the profit and loss
account 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 profit and loss account.
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Significant accounting policies (continued)

Income tax

The Government requires the EMSTF to pay a notional
profits tax calculated on the basis of the provisions of the
Inland Revenue Ordinance (Cap. 112). 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 balance sheet date, and any

adjustment to tax payable in respect of previous years.

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 balance
sheet date. Deferred tax assets and liabilities are not

discounted.

The carrying amount of a deferred tax asset is reviewed
at each balance sheet date 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.
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Notes to the Accounts

Significant accounting policies (continued)

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 in the
balance sheet at cost less accumulated depreciation and any

impairment losses (note 2.7):

—  buildings held for own use; 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 the 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

— 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 profit and loss account at the date of disposal.
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Significant accounting policies (continued)

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 profit and loss
account 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 each
balance sheet date to identify any indication of impairment.

If there is an indication of impairment, an impairment loss is
recognised in the profit and loss account whenever the carrying
amount of an asset exceeds its recoverable amount. The
recoverable amount of an asset is the greater of its net selling
price 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.

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.
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2 FESTHEER#®) Significant accounting policies (continued)
210 EERF Employee benefits
FeNMEREE TIRHIBBRBNFERN
RA/FAX - BIEERERSFEBUTRE
BEIRLEECWBNEERE FE®S
MEFEE TR ELMZEERGHLEET
RERERBOFEANRRLSEETIZE

Salaries and annual leave are recognised as an expense in the year in
which the associated services are rendered by the staff. Staff oncosts
including pensions, housing benefits and non-monetary benefits
provided to the staff by the Government are charged to the
EMSTF and recognised as an expense in the year in which the

BEELHFY - associated services are rendered.
211 AR Revenue recognition
2.11.1 A Revenue

WA R ARSI HERAMR ©

2.11.2 FIBKWA
MEWAIRA B ZEAERT T
Eﬁﬁg‘gﬂ) °

ERENRERAEEHEEXTR
BENEHEKAAE  ARBESER
FAEARI RO M B A S ST BT
ERMEXREAN S SR TAEER
BRHHRE (UERNEERE) A
AR - THRKZERE
EXT A ERIREFHERERN
BAIRE - MEBTIREERSEFH
ERARE - @ZESRTANR
BAEKMER R RBEIRE) G
ARERE  ETEHKBERHNE
EEE - ERANXOFEREAR
BN BHAEER (BH
REBENETATRROED) ~ R
SRRAR A B R ESITE -

2.11.3 HfpRE WA
CRMTANCERERERHATR
T EAGEHERR AR R R o

ZXHMENERMIANQTEE
B gRNELANERERERAME
ReEMGES -

Revenue is recognised as services are provided.

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

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 (for
example, call options) 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 investment income

Realised gains or losses on financial instruments are
recognised in the profit and loss account when the
financial instruments are derecognised.

Changes in fair value of trading financial instruments are

recognised as revaluation gains or losses in the profit and

loss account in the period in which they arise.
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Significant accounting policies (continued)

Foreign currency translation

Foreign currency transactions during the year are translated into
Hong Kong dollars at the exchange rates ruling at the transaction
dates. Monetary assets and liabilities denominated in foreign
currencies are translated into Hong Kong dollars at the exchange
rates ruling at the balance sheet date. Exchange gains and losses

are recognised in the profit and loss account.

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.
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SR Turnover
2008 2007
WENEFITERS Electrical, mechanical and 3,101,126 2,882,987
electronic services
HFHTIE Vehicle services 235,435 234,947
T2 e R Project and consultancy 168,985 162,258
services
Hth Others 28,227 12,559
BRE Total 3,533,773 3,292,751
BIERA Operating costs
2008 2007
BETER Staff costs 1,664,602 1,541,946
M Materials 342,578 260,701
AHEA Contractors cost 1,003,012 860,197
HeREREA Rental and management 18,059 37,831
charges
—MRIEBERITHFAX General operating and 161,010 191,869
administration expenses
iR-VE §: Depreciation and amortisation 22,583 23,227
EirEA Audit fees 71 731
4zE Total 3,212,555 2,916,502

EMSTF Annual Report 2007/089
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5 HWA Other income
2008 2007
A TFEIIIREABENESHEE Interest income from financial
KRB A assets not at fair value
through profit or loss
BEER Structured deposits 10,396 30,644
RITER Bank deposits 98,611 28,196
IRITAEER Bank balances 1,884 3,016
110,891 61,856
EEFRNANBTETIENFE Net realised and revaluation (8,455) 1,638
WREM (EE)/ e (losses)/gains on derivatives
embedded in structured
deposits
HBEr Total 102,436 63,494
6 BEKA Finance cost
2008 2007
BN ERBF S 2 H Interest on Government loan - 617
BN EFRER2006E7 A3 2 &5 E o The Government loan was fully repaid on 3 July 2006.
7 BB Taxation
(a) BHERMBEBRIEATER - Taxation charged to the profit and loss account represents:
2008 2007
AHABL K Current tax
REABE NGBS Provision for notional 56,455 56,566
profits tax for the year
ELEH K Deferred tax
R R E A B Origination and reversal of (279) 9,164
temporary differences
BB EE Total tax expense 56,176 65,730

q WEIREEES 2007/08 53
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Taxation (continued)

Reconciliation between tax expense and accounting profit at

7R applicable tax rates:
2008 2007
R 75 A1 22 7 Profit before tax 423,654 439,126
REBFEHE17.5% Frat B HORT Tax at Hong Kong profits 74,139 76,847
(20074 : 17.5%) tax rate of 17.5%
(2007: 17.5%)
2007-08 F [ — R MR A One-off tax reduction in (25) -
2007-08
IERTRMA B R E Tax effect of non-taxable (17,938) (11,117)
revenue
BREHMEAX Actual tax expense 56,176 65,730
8 RE Dividend

HBEE20083 731 H L FEIRE3.53739(B7C
(20074 : 2.56698187T) BB » IR BB Bi1E
BFIKS0%EE - BEEINFIN1.748 7T (20074 -
7,00087T) °

9 BEEEMD®HR

EF & ER HE UK ZEN (PBIEM R
ARMEZ ) RAEEEE TS FEE I
NEAENTRAKRE BEAEREYE - &%
REMUREREE - ERETESEESA
NESmM BRI RIRAMEERNE T EEB B E®R
EHF85% °

A dividend of $353.739 million (2007: $256.698 million), based on 50%
of the profit after tax plus an additional amount of $170 million (2007:
$70 million), is proposed for the year ended 31 March 2008.

Rate of return on fixed assets

The rate of return on fixed assets is calculated as profit after tax (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 as determined by the

Financial Secretary.
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10 %  RERIM Property, plant and equipment

HRER
EELE
TR EEY BN B Furniture Hitngs#

Land and Computer Motor and Other #E

buildings  equipment vehicles fixtures  equipment Total
BRA Cost
720064 A1H At 1 April 2006 950,100 65,310 37,652 39,169 24,626 1,116,857
=il Additions - 816 145 5,625 - 6,586
RE Disposals - - (324) = - (324)
20073 A31H At 31 March 2007 950,100 66,126 37,473 44,794 24,626 1,123,119
200754818  At1 April 2007 950,100 66,126 37,473 44,794 24,626 1,123,119
1 Additions - 3,974 450 995 9,943 15,362
RE Disposals - - (695) - - (695)
7#£200853H318 At 31 March 2008 950,100 70,100 37,228 45,789 34,569 1,137,786
R E Accumulated depreciation
2006418 At1 April 2006 129,702 40,231 31,050 25,200 24,350 250,533
1m Additions 7,852 3,893 2,902 4,851 154 19,652
RE Disposals - - (324) - - (324)
7E2007%3A31H At 31 March 2007 137,554 44,124 33,628 30,051 24,504 269,861
20074818 At1 April 2007 137,554 44,124 33,628 30,051 24,504 269,861
12 Additions 7,841 4,265 2,158 4,409 122 18,795
RE Disposals - - (695) - - (695)
7£2008F3H31H At 31 March 2008 145,395 48,389 35,091 34,460 24,626 287,961
IREFE Net book value
720083 A31H  At31 March 2008 804,705 21,711 2,137 11,329 9,943 849,825
7E20073 A31H At 31 March 2007 812,546 22,002 3,845 14,743 122 853,258
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MEFREE Intangible assets
BB R
RAGHBRE
Computer software licences and
system development costs
2008 2007
2% Cost
F47 At beginning of year 35,751 26,672
= pill Additions 4,289 9,079
FH8 At end of year 40,040 35,751
B & Accumulated amortisation
F4 At beginning of year 3,575 -
Ehn Additions 3,788 3,575
FH At end of year 7,363 3,575
R TEFHE Net book value
R At end of year 32,677 32,176
12 EBIER Structured deposits
2008 2007
HREXR MEFNER Structured deposits with
interest
—B2REBRITAERFEESAET — at rates determined by 100,000 1,350,000
RN EMEENFERAE reference to the Hong Kong
Interbank Offered Rate or
Hong Kong dollar deposit
rate
—R2RBREREMEENFIETE — at rates determined by 100,000 100,000
reference to an equity index
—RIEENEH — at predetermined rates - 100,000
200,000 1,550,000
MerBIMA Remaining maturity:
TR Within one year 150,000 1,350,000
HHiEF Over one year 50,000 200,000
200,000 1,550,000
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2EBER @ Structured deposits (continued)

i 2B EBETRERE RSB TERMER  The structured deposits with interest at rates determined by reference to
ETHR R BNEREFD - 81T IEEFEL the Hong Kong Interbank Offered Rate or Hong Kong dollar deposit rate
EmBITTEIR R B O 4 - are subject to call option to be exercised at the discretion of the banks

before maturity date.

TR RSB EESmE TR RS B4 For the structured deposit with interest at rates determined by reference
BIER - HREDT

STHET E A - H2008E3H31H * D E AMEHR  and accounted for as derivative. As at 31 March 2008, the separated
PTTETREUATFEIAEEBERA (GTE13) - derivative was included in the balance sheet at its fair value (note 13).

HATEPBEEFEZRDHE - AF|A  toanequity index, the embedded derivative is separated from the deposit

13 FEUIR S 2 FE AT IR =X Debtors and prepayments
2008 2007
& IR 3R Debtors 5,150 8,246
TEfT iR K Prepayments 5,177 5,833
EBTERE TR Accrued interest from
structured deposits
FEETFILEMA Accrued interest income 9,606 5,570
NETETANATEGHE12) Fair value of embedded (6,668) 1,787
derivative (note 12)
2,938 7,357
H g2 Other accrued interest 51,388 9,664
1BRE Total 64,653 31,100
1AEFE] & Customers’ deposits
2008 2007
REEATWERNET Deposits received from related 613,178 642,670
parties
HEME P WA & Deposits received from other 360 5,025
customers
FEREL Total 613,538 647,695
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15 IRAE YT A Deferred revenue

AR ERS  BECRENEZEAOER - This represents contract fees received in advance for which services have

not yet been rendered.

2008 2007
HREEALTIWENTESE 4B R Contract fees received in 445,814 418,291
advance from related parties
REMEFPWENTESE4E R Contract fees received in advance 5,565 449
from other customers
4age Total 451,379 418,740
16 IEEF K Deferred tax

NTREEBBERARRNELEY R (BE)/EE
B ERARE D AR EEF AR ET) -

Major components of deferred tax (assets)/liabilities recognised in the

balance sheet and the movements during the year are as follows:

ZHNER
MEREH
WiTE B
Depreciation
allowances
in excess of Hith
the related ERMHER
depreciation Other
and temporary &%
amortisation  differences Total
fE2006 5 4 A 1 ARYAEER Balance at 1 April 2006 4,186 (7,029) (2,843)
PR KRR Charged to profit and 8,232 932 9,164
loss account
1£2007 4 3 A 31 HRY4& 4 Balance at 31 March 2007 12,418 (6,097) 6,321
1£2007 F4 A1 HW&ER Balance at 1 April 2007 12,418 (6,097) 6,321
RIBFRINER/(EE) Charged/(Credited) 1,578 (1,857) (279)
to profit and loss
account
1£2008 £ 3 A 31 H 48R Balance at 31 March 2008 13,996 (7.954) 6,042
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178EHSLEXR Trading fund capital
IHWAKRTHHE TIREBEESHNRE - This represents the Government's investment in the EMSTF.
18 B F Wz Retained earnings
2008 2007
FHHER Balance at beginning of year 1,959,526 1,842,828
PERTIEEZAN Profit after tax for the year 367,478 373,396
RERE Proposed dividend (353,739) (256,698)
FIREEER Balance at end of year 1,973,265 1,959,526
19RERERRE Cash and cash equivalents
2008 2007
& RARTTAEER Cash and bank balances 20,169 19,737
[RE HABR T8 3 & A /9 8R1T1F K Bank deposits with original 170,000 290,000
maturity within three
months
FHRORELERES Cash and cash equivalents at 190,169 309,737
end of year

q WRIREEHS 2007/08 5%
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(a) EAREIE
fE2008F3A31H - METRRLEESKREME
SRR P IER B ENERRENT ¢

Commitments
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Notes to the Accounts

Capital commitments
As 31 March 2008, the EMSTF had capital commitments, so far as not
provided for in the financial statements, as follows:

2008 2007
B REL Authorised and 1,758 -
contracted for
BERENRELD Authorised but not yet 3,483 -
contracted for
4axe Total 5,241 -
(b) & EH N RIE Operating lease commitments

20083 A31H » IRFET A HEER) T K 72
SYLBRAAN ARSI NHREREMNHESE

At 31 March 2008, the total future minimum lease payments under

the non-cancellable operating leases for land and buildings were

CEYE payable as follows:
2008 2007
BB 1 F Not later than one year 2,168 1,600
L FETBBSF Later than one year and 220 1,458
not later than five years
FEEL Total 2,388 3,058
NHEEE Contingent liabilities

#2008F3A31H EITRRELEESH R
TRETEXERPELMI,2218 7T (2007F -
1,080870) EXRESIRMHEIENEERERE -

At 31 March 2008, the EMSTF had provided a bank with counter-

indemnity in respect of performance bonds for $12.21 million (2007:

$10.80 million) issued by the bank in favour of certain clients.
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REBEALTNRS Related party transactions

BRTHERBPRTERENZISIN  ERFEANE
BEATETNERR S  AJ@sm N

(@) MBEATRENREEERERETIER
% EEIAERK - TREMERRE - ELik
TR PRI A 42 (E35.1418 7T (20074 © 32,7508
JL) c BEKECMAIRBE B3 EHE]
A o

FEAE A TIRHA RIS BB - ATy -
FRITIR R o B ARG 4R(E B5,8808 7T
(20074 : 1.02187T) - EEEEBE EHAIK B
FERRA [EBIERA ] ;A o

—
O
=

© MBEBALTBANEBTCEERELEETR
NEEHH -  EEEENBAKAATVETT

b —

(20074 : 3508 7T) °

AR EATRENIRY - BAKAMBOEERE
i B E A T RERYE - S BRBEREIERRH
FTAR  AUARAZMANNERSE  TAIER
PR ARAS ROMRE AU [T 2 AR A AR O EERE SR B

q WEIREEHS 2007/08 5%

Apart from those separately disclosed in the accounts, 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
$3,514 million (2007: $3,275 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 $58.8 million (2007: $102 million).

This amount was included in operating costs under note 4.

Acquisition of fixed assets from related parties included fitting out
projects and acquisition of motor vehicles. The total cost of these

assets amounted to $10.1 million (2007: $3.5 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

the related parties.
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23.1 REHE

23.2

BETRLEESKASABRRBN TR
TA  BRESERMEEER - REK
EIREEESHERR  MBERBRNERE

TAMBKREGERA -
FERE

EERRESRTANEH —FEREE
TEEMSIES T RIUBRLOER

EHEEH BETREEEASTYRERR
RIEE RSP HIER - EAEE B R LR
BREMERR R EMREEERAR
MRS EERRIT
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Notes to the Accounts

Financial risk management

Investment policy

Surplus cash is invested in financial instruments including fixed
deposits and structured deposits. It is the EMSTF's policy that all
investments in financial instruments should be principal-

protected.

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.

At the balance sheet date, the EMSTF does not have significant
concentrations of credit risk. The maximum exposure to credit risk
at the balance sheet date without taking account of any collateral

held or other credit enhancements is shown below:

2008 2007
JE W iR 3R Debtors 59,476 25,267
BiE A T EUUR SR Amounts due from related 126,923 114,660

parties

BTN Structured deposits 200,000 1,550,000
HBITER Bank deposits 3,620,000 2,140,000
RITHERR Bank balances 20,064 19,663
@azE Total 4,026,463 3,849,590

FEWIRAE B BIERERFE - EAENE
ERRBE- SREEERR  MEE
HEFRME BT RO FRNEENTE
RAT °

Debtors include mainly accrued interest and the associated credit
risk is minimal. To minimise credit risks, all fixed deposits and

structured deposits are placed with licensed banks in Hong Kong.
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LEeHEAKRER )

23.3

23.4

REE SRR
nBETRRE - EEEHENETESD
BB ERBNETAER

METRESEESHKAETERREDN
REERBESRR - FBEAE RS

ERELERRETIELEESNEEER
T BRAANAZSMEERE M
BaFmK ANREIRCEESHRD
BaRiRE AR BERNARBE S
B o

IR EB

) 2= e 45 R T 35 ) R B B i 5| BUBS 1R &Y
R\ o FIZE @ AT — 0 BT ERN X
[2UB K2 38 & 0m 2 N R [ by e

AFHEMNERREERTANATESE
TGN R EEMRE R ER - REET
REERD A RITFFIREE A KT

S BEMSMELA  EEERNIFE
@AT% T - BB I IT
RAESR - Mg 2B T eFERIR

HEMEETRLEESNANMEHR -
RERENERBRIESBRTANRKRE
MEERTSNEEE MBS AL o #

TRZEECEAYRSREN XM

ﬁﬁdﬂﬂi
2]

- AREERBF TR0 TR E 2

B2REBRITAER BRI HRA
EMEENMNEE - ERERRMISH
TR R T B B TR T2 48 DR 50
BTN o HILIE IR DB LN
= ﬂ§WAﬂ%ﬁ&%ﬂ%m/Nﬁm

i —

7T (20074 = J D/ II33087T/2308
° 35 EHRKSE 3 AT B R R R A R
RAEHE BFTASTT 0 REBIT R - IR
SRER BB AT R T WO -

& o
M:EVM*
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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 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.

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 EMSTF is exposed to cash flow interest rate

risk because some of its structured deposits bear interest at rates
determined by reference to the Hong Kong Interbank Offered Rate
or Hong Kong dollar deposit rate. The management considers a
50 basis points increase/decrease in market interest rates in the
coming financial year to be reasonably possible. Had such an
increase/decrease occurred at the balance sheet date, the interest
income and profit after tax would have been decreased/increased
by $0.5 million (2007: decreased/increased by $3.3 million/

$2.3 million). This sensitivity analysis has been prepared assuming
that the change in interest rates had been applied to the
structured deposits in existence at the balance sheet date and
that the call option had not been exercised by the banks before
maturity.
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LERERER® Financial risk management (continued)
TRIEME TIRLEE S PEE N F = The table below sets out the EMSTF's exposure to interest rate
Bl ERXrEHEEESUEEANRER risk, based on the major interest bearing assets stated at carrying
BE5|E - YIRS WELTFRAEKDEA amounts at the balance sheet date and categorised by the earlier
MEFHE R EVEDSE o of contractual re-pricing dates or maturity dates.
BRI

Repricing period

REEAE  BBIFE  RB25E
ABBIE  TRE2E  THB3E

More than More than More than
3{@A 3 months 1 year 2 years
E279N but not but not but not
3 months more than more than more than wE
or less 1 year 2 years 3 years Total
2008 2008
ERER Structured deposits 100,000 100,000 - - 200,000
RITIFER Bank deposits 1,170,000 2,450,000 - - 3,620,000
1,270,000 2,550,000 - - 3,820,000
2007 2007
EBEN Structured deposits 1,350,000 100,000 100,000 - 1,550,000
RITIFR Bank deposits 990,000 1,150,000 - - 2,140,000
2,340,000 1,250,000 100,000 - 3,690,000
23.5 E¥EMR Currency risk
EERIESRH T AN AT EH KRNI Currency risk is the risk that the fair value or future cash flows of
ERECREERZEmMEENEL © a financial instrument will fluctuate because of changes in foreign
exchange rates.
BETRLEESGEEANEERE - The EMSTF does not have significant exposure to currency risk
BESMIBEBRIBOEANBETARK as substantially all of its financial instruments are denominated in Hong
fif Kong dollar.
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3 EEERER#) Financial risk management (continued)
23.6 ~¥E Fair values
EERMEMENESRTENATLEER The fair value of financial instruments quoted in active markets is
EBEEANMERBET - EEZET based on quoted market prices at the balance sheet date. In the
BWE - AR EREMGETEUNEE absence of such quoted market prices, fair values are estimated
AR ESETEEATE - using present value or other valuation techniques, using inputs

based on market conditions existing at the balance sheet date.

FrES TEHYURE N FEERESENEE All financial instruments are stated in the balance sheet at
TR EINEERBBRA © amounts equal to or not materially different from their fair values.

240 EAEREZE2008%E3 H31HIE Possible impact of amendments, new standards
EENMARENWISET - FERA KRR and interpretations issued but not yet effective
EBrngsE for the year ended 31 March 2008

BHEABRBREREZEL A  FHeEASEM  Up to the date of issue of these financial statements, the HKICPA has

ML IBIEE] ~ FERI LR - 32585 - #4ER)  issued a number of amendments, new standards and interpretations
MABREE2008F3A31B IEFEH AL which are not yet effective for the year ended 31 March 2008 and which
T8 B IR AE AN B 754 25 Fh s B 4y o have not been early adopted in these financial statements.

WETIREBEESIEFZEEE] %ﬁ;@ B33  The EMSTF is in the process of making an assessment of what the impact
TE B RN ER %ﬁi,ﬁﬁ@ﬁia’j% #ITEL(H - B of these amendments, new standards and interpretations is expected
ZHA AL BETREE BE®&EH AR tobein the period of initial adoption. So far it has concluded that the
MEEERT ?ﬁ/‘iﬁ'J&é%TﬁTﬁﬁ’géﬂﬁéE&I adoption of them is unlikely to have a significant impact on the EMSTF's

BEBEESHBIER R R BIR A EREASE - results of operations and financial position.

AT ST B R e & 2| B B 1AM BT s E/E  The following revised standard may result in new or amended disclosures

e s S B R R - in future financial statements:
EUTESH2#%
BN HBER
Effective for accounting periods
beginning on or after
EEGTERET (BRIA) HKAS 1 (Revised), Presentation of 2009%1A1H
IS HRENZER Financial Statements 1 January 2009
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