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EEWER
STATEMENT OF COMPREHENSIVE INCOME

BHE-T - NF=ZA=+—HLEFE for the year ended 31 March 2019

N hik el (Expressed in thousands of Hong Kong dollars)
lipzd
Note 2019 2018

XBEFPEAHZWAN Revenue from contracts

with customers 4 514,533 490,731
R (SN Operating costs 5 (418,724) (395,418)
1= 1E & 7 Profit from operations 95,809 95,313
H Al WA Other income 6 38,170 36,530
FERH Profit for the year 133,979 131,843
Hit e mU = Other comprehensive income - —
FEIEWRE Total comprehensive

income for the year 133,979 131,843
B E 7 7~ B R R Rate of return on

fixed assets 7 34.1% 38.1%

FNR123MA )T N AN S HF ) — &5 o
The notes on pages 91 to 123 form part of these financial statements.
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It S54RI 2=

STATEMENT OF FINANCIAL POSITION

FTZF-NF=ZA=1—H

(CAEM T T L5IR)

as at 31 March 2019
(Expressed in thousands of Hong Kong dollars)

i pEa
Note 2019 2018
EREF Non-current assets
Pl - 1% MBI Property, plant and equipment 8 271,779 266,918
TR~ Intangible assets 9 13,212 10,102
INCE BT Placement with the Exchange
Fund 10 676,216 646,478
RITIF Bank deposits - 24,000
961,207 947,498
R B~ Current assets
oz W i SR R H At B UK Trade and other receivables
I 11, 12(a) 26,052 25,952
VRS LN Amounts due from related parties  12(a) 9,588 9,475
RITIFH Bank deposits 537,000 411,000
MWe RBEITER Cash and bank balances 24,369 22,288
597,009 468,715
s AR Current liabilities
LR UL PN Deferred revenue 12(b) 8,505 9,159
BFRZ® Customers’ deposits 13 44,349 43,262
IVERL S VR Trade and other payables
I 20,986 17,954
R AR 0E A ik R Amounts due to related parties 2,639 2,464
EREA%& Provision for employee benefits 14 8,117 7,284
84,596 80,123
RABRF= 2 Net current assets 512,413 388,592
BRFERERD Total assets less current
Wil liabilities 1,473,620 1,336,090

FNE12BIAHEN AW S KR — 2o o

The notes on pages 91 to 123 form part of these financial statements.
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W 354K 0% & (£2)
STATEMENT OF FINANCIAL POSITION (CONTINUED)

ihp=a
Note 2019 2018
1k 7 3h T £ Non-current liabilities
1% FE WA Deferred revenue 12(b) 4,761 2,075
EREA%E Provision for employee benefits 14 79,183 78,318
83,944 80,393
- NET ASSETS 1,389,676 1,255,697
RAERER CAPITAL AND RESERVES
EEEEAR Trading fund capital 15 118,300 118,300
RE AT Retained earnings 16 1,271,376 1,137,397
1,389,676 1,255,697
KEKRLZLE JP Ms Doris CHEUNG, JP
THEMLEZEE RAE General Manager, Land Registry Trading Fund
—E-NFNAZ+=H 23 September 2019

FNFE123TH T N AR SR — 85 o
The notes on pages 91 to 123 form part of these financial statements.
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MEBEB&R
STATEMENT OF CHANGES IN EQUITY

HE_ZT-NF=-A=+t—HILFE for the year ended 31 March 2019
(BT R) (Expressed in thousands of Hong Kong dollars)

B E

Note 2019 2018
EFEANER Balance at beginning of year 1,255,697 1,123,854
FEL 2@ E Total comprehensive income

for the year 133,979 131,843

EFELNER Balance at end of year 1,389,676 1,255,697

FNE123MA T N AN SR — B 5 o
The notes on pages 91 to 123 form part of these financial statements.
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HE_ET—hNhE=RA=1+—HIEE

(CAEM T TL5IR)

NERER

STATEMENT OF CASH FLOWS

for the year ended 31 March 2019

(Expressed in thousands of Hong Kong dollars)

2019 2018
EEEDWNYEME Cash flows from operating
activities
1= E& A Profit from operations 95,809 95,313
118 K 45 Depreciation and
amortisation 16,106 13,556
WERBEE RS M Loss on disposal of fixed
assets - 25
Rz WK I Ko R 4 Decrease in receivables and
FE N TR FAY amounts due from related
D parties 340 4,341
1% JE YA B 32 1 Increase in deferred
revenue 2,032 3,486
KL 2 /91 hh Increase in customers’
deposits 1,087 7,216
INERE SIS VAR (Decrease)/Increase in
KIE AT IKFA payables and amounts
CRL D) /1840 due to related parties (478) 1,564
fE A& F 3k & /Y Increase/(Decrease) in
&g, Of ) provision for employee
benefits 1,698 (1,085)
XEEEEIW Net cash from operating
M&FM activities 116,594 124,416

FNE12BIAHEN AW S KR — 2o o

The notes on pages 91 to 123 form part of these financial statements.
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RNERER(E)
STATEMENT OF CASH FLOWS (CONTINUED)

B E
Note 2019 2018
REESHWHE€RE Cash flows from investing
activities
JRAE HR N3 1A Increase in bank deposits
A EMRITER with original maturities
op:=pyll over three months (102,000) (116,000)
W 3K & 5 R Purchase of fixed assets (20,392) (9,690)
HE B E RS Proceeds from disposal of
fixed assets 4 3
SNSCELFHEIEI  Increase in placement with
the Exchange Fund (29,738) (17,609)
24 F B Interest received 37,613 22,759
BATFRRAEIN Net cash used in investing
b activities (114,513) (120,537)
NERERNEW Net increase in cash and
3 Hn % 8 cash equivalents 2,081 3,879
EFINNER Cash and cash equivalents
ZR¥E at beginning of year 22,288 18,409
EFLPNER Cash and cash equivalents
£ENL at end of year 17 24,369 22,288

FONE128TH M) F N AN SRz — &5 o
The notes on pages 91 to 123 form part of these financial statements.

EFA L H)F A E 2 E S THE LAND REGISTRY TRADING FUND HONG KONG



W 55 ¥R 2% BT O
NOTES TO THE FINANCIAL STATEMENTS

(BRSEEHEIN FIBERTHNU (Amounts expressed in thousands of
R ITAYR) Hong Kong dollars, unless otherwise stated)
1. B8 General

MEE-NAN=ZFANA=ZTERE(EEEZFIN(EI30F)FE3 » 4R6FBILRUE
E-NAN=F)\A—BRILHIMIEEZES(ET]D LHIMLFHFHIIEHF RN
THERCMARTEIHIMSE  HAXRFRERAEERH I HEEMMBER L LIRS
B BEoN - T A MR RCER R BB ZPINEI44F) AT HIE b F RIDEF B RE
KR HEMERRS

The Land Registry Trading Fund (“the Fund”) was established on 1 August 1993 under the
Legislative Council Resolution passed on 30 June 1993 pursuant to sections 3, 4 and 6 of
the Trading Funds Ordinance (Cap. 430). The Land Registry administers a land registration
system by maintaining an up-to-date Land Register and provides its customers with services
and facilities for searches of the Land Register and related land records. The Land Registry
also processes applications for the incorporation of owners and provides related services
under the Building Management Ordinance (Cap. 344).

2. FESTTEHE Significant accounting policies
21 FFEE&EN S Statement of compliance

AMZREREBEBBRNNNSIUTRENEFAEERMNTEVSIREEN (IR ER
é‘*‘@%%% ‘|‘ MASMmHMmBEERN M AEBVMSHREEN - BEESITENR
2Rl o KPP EBITHRBEMT o

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”). A summary of the significant accounting policies adopted by the Fund is
set out below.

EREUMR WA TETHERZBITNETBVSMEENH TR ERER
AR RIR Y - RS EBERPEFERNENM S| HEANFIHRERBOARZ 1T
HRAT2 T2 BORA S Z (N A) 3T HHES -

The HKICPA has issued certain new and revised HKFRSs that are first effective or
available for early adoption for the current accounting period of the Fund. Note 3
provides information on the changes, if any, in accounting policies resulting from initial
application of these developments to the extent that they are relevant to the Fund for
the current and prior accounting periods reflected in these financial statements.

4R ANNUAL REPORT 2018-19



Ivf 55 ¥ 2% Bt U (£2)
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

2. FESIHTHRw Significant accounting policies (continued)
2.2 4wl 55 3R = B9 E A Basis of preparation of the financial statements

AN 55 4R 2R B9 4 i B A A RERK AVEIT & o

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

wHFTEEEMSMEENOVSHRFEEEZFELHE - HiTRERIE - ZFHM -
EITRBRE2FWMITERROEG > UERSNEMBPASTENZ2 MR - 4%
BT RERNRIE ERAELBREEMEGXRBER THIANAEENEZMHAT o
ERBEMIAXBEARSE - W2 RBEFEITREBIRIENH A XA~ R RGN
KEENEM Bt ERIXE5EGENEBMTR -

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 judgements about carrying values of assets and liabilities that are
not readily apparent from other sources. Actual results may differ from these estimates.

ZEGMUTREMKENORESAEFELRT - MEIT2TEITR2ZMAFHLITE
BFN2THRNHIABEREIT MBITSZWEFRRKN 2R N2ESFR
REEITEIR B INE KRBT -

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.

HEeEXRB2UTERRITEH TS RMERMXBOUTHIM - TN ARRELHRIZ - X
EREAGEITIRTAFENTABREER T UMKERNKE - S &A =M AR
B 0K D & B0 SRS RIR BT o

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.

BE-T)\FZA=THLFENETULERUFECEH X UEEXFEES
MSH/EN2RT A -

Certain comparative figures for the year ended 31 March 2018 have been reclassified
to conform to the current year’s presentation of the Fund’s financial statements.

Q2 &% LHIIMAEEES THE LAND REGISTRY TRADING FUND HONG KONG



Wf 35 4 2% B O (£2)
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

2. FESITH R w Significant accounting policies (continued)
23 TRAFRE/MAMR Financial assets and financial liabilities
@ WHEFWIARITE Initial recognition and measurement

ETNEMAT BREINCESFIR B UCK R R HoAlh B R IR - B2 Y < % A 0k
F o RITFERARIN S RRITLER ©

The Fund’s financial assets comprise placement with the Exchange Fund, trade and
other receivables, amounts due from related parties, bank deposits, and cash and
bank balances.

ETNEMAREBRE/EES - MR M BN KT R R E AR K
BREMKE -

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

ESEMRNBREMIANGNET S Z2HBIANERERASRERAM - T
Mg > TRA~MERATEAFETE  BMERERREZE TR
RFHRITEZFERAGMEEIITNZZEA

)=

48

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.

—F—-/)\FEMAH—HiE Classification and subsequent measurement from
WoERHEHBITE 1 April 2018
ERPEBVSIREENEIS@RTEIMIS NG B BEMBEMATH
KNEHBFUSERMEBZZBERAEITE  BAExeR A~ REERE AT 2R
NEWMWILSEAMBEE  BEAINSRNNAXNO RS LFE - 7 E =8
SIESRIENF2.36) FIANMEBERASHRERAITE -

After the adoption of HKFRS 9 “Financial Instruments” (note 3.1), 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 2.3(e).

IR ANNUAL REPORT 2018-19
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Ivf 55 ¥ 2% Bt U (£2)
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

2. FESIHTHRw Significant accounting policies (continued)
23 eRAFRER MG (w) Financial assets and financial liabilities (continued)
) —Z=F—/)\FEMHA—HiE Classification and subsequent measurement from

E’J/\*&/H\Fﬁ'%(ﬁ) 1 April 2018 (continued)

KEEMEBXZEUNEERBA NS B ACAMEHEKAME - AR D RFEINE X B R
BRI B M A B ST B J5 0K o SRER A RE R AL B Z & B R 5 Sl B B AR A AR 1)
WEY T I & WS - FrIARIL T B3 7~ B K E 518 3k & B 01 BT 0 B 45 A B P @
AR - ESETHKGANEN - 25222 B TANRAE A LK KA
AenE BEFA2URIMHERSR - AXITEERE S KR F <8 FrA YE
BN TFEARTHNER  KFMNARMEEMENSHITLL

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 payments or receipts 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 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.

HeRBEMETRABRDRNEFAERANR R IZBHKANETE -

The Fund classifies all financial liabilities as subsequently measured at amortised
cost using the effective interest method.

HINAEERRERATNLSRALALIN  TEAEXR“EHF K- &

MR EEFT K -

=

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

© =ZZF—/)\FWMAB—HB Classification and subsequent measurement prior to
MWoRRHEFITE 1 April 2018
*ETEE/% TENETERIE - BIARITE] EENERESNIETER
R~ Mﬂﬂﬁl?ﬁi—ﬂﬂﬁﬂiﬂ‘]iaﬁ BEERTZ RN - MESTD
TEBZHBERZAE - WX EA K ES VI DITE I K& N HBIKRK - KA
Sk R ) 28 0 1% B 48 B AR B 0 BR E R (E = 102 (20 8) 51 nk (Bt E2.3(f) »

Under HKAS 39 “Financial Instruments: Recognition and Measurement”, the Fund’s
financial assets, which were non-derivative financial assets with fixed or determinable
payments that were not quoted in an active market and which the Fund had no
intention of trading, were classified as loans and receivables and were carried at
amortised cost using the effective interest method less impairment losses, if any
(note 2.3(f)).

94 &#LmEMaEiEES THE LAND REGISTRY TRADING FUND HONG KONG



Wf 35 4 2% B O (£2)
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

2. FESITH R w Significant accounting policies (continued)
23 eRAFRER MG Financial assets and financial liabilities (continued)

(©

—E—-/)\FMWM A —HAl Classification and subsequent measurement prior to
WoERHEBITEM® 1 April 2018 (continued)
—F)\FHA-HAEENERNAGEN X LREFRITES S —/\FOA—H
2 &9 48 & (B )E2.3(b)) °

The classification of the Fund’s financial liabilities and their subsequent measurement
prior to 1 April 2018 were the same as those from 1 April 2018 (note 2.3(b)).

EEEHRIA Derecognition
AN RA BRI REBHNSNINNERN  RZERA S ERBE AL KR
WM RERE LR ZSRA~TSBEIEHBIA -

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.

LAENERNRSEBERIBUR 2N ZERAR2EOEHBIA -

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

“E-)\FENA—HEHW Impairment of financial assets from 1 April 2018
SRR ORE

BXRPBEBEMSMEENEIS (HE3NE  EeEBHEKAAETEN SRR
FE (R RBR AN R ARSI B AKX A AT EMHEASHRRBIAMENN S
ﬁgﬁé}ﬂfﬁbﬁﬁ@ﬂi MBI ERT R EEMBUR T A VR FEIAAKRE
= AN B A

After the adoption of HKFRS 9 (note 3.1), 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:

F1MER 12N AMEERS M’
Stage 1: 12-month expected credit losses

EBBRINAK  RITANERXRIFTRIEEMN  KATMHERSHIR
RAEHREHF12DARNARERENZL S I BN ER S RAED TABEIA

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.

IR ANNUAL REPORT 2018-19
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Ivf 55 ¥ 2% Bt U (£2)
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

2. FESIHTHRw Significant accounting policies (continued)
23 eRAFRER MG (w) Financial assets and financial liabilities (continued)
e =F—/N\FWMAB—HEH Impairment of financial assets from 1 April 2018

SRR ORE (&) (continued)

E2NE K ATMBERTR — FEMREIE
Stage 2: Lifetime expected credit losses — not credit impaired

=BV INAK - 2B T ANER X AL - B FHIERBE KA
EATR(RRESHR TANTRE RN AAE ATRE L I8 E ) F 4 5] 26 7
ER TR TLATIA

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 instrument are recognised.

EINER KATMEERSHR — ERBIE
Stage 3: Lifetime expected credit losses — credit impaired

FemITECMIEERBIE  SHUKATBRERTHR - FE WA N KA K bR A
RITAMERANEMIFRKEELFITE -

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.

RMERFHNSRES - ERBS T XKATNBERSROESHITE -

Loss allowances for trade receivables are always measured at an amount equal to
lifetime expected credit losses.

1] JE E 15 FH X B8 A 1 Determining significant increases in credit risk

B

EENMRER  EeEEREMIATHREALRTVEBIABRAERTOMEAS
MERNEIFZONNEE LT e TEMNEAXNKRELTRIEBIEMN - BXRITES
EZEBELRRERLER  UEKAEFEENTE - EAE—XZ T —INEXE
BRAFHHITRKRANEREBEINEMOES,  ZERA~2WITIENERAR
R

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.

0p =&#LmEMaEiEEe THE LAND REGISTRY TRADING FUND HONG KONG



Wf 35 4 2% B O (£2)
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

2. FESITH R w Significant accounting policies (continued)
23 eRAFRER MG Financial assets and financial liabilities (continued)

(e)

—E-)\EWNA—HEHMW Impairment of financial assets from 1 April 2018
SRR ORE (&) (continued)

WA JE E 1= A X B¢ A 1§ Determining significant increases in credit risk
1200 (4) (continued)

ESHENPSEEEM EITFTHEAVBRBIAAREANRE ST KBIEIN - LA T
mmE eRIARARGEANREROEERE  HFEERKREER  FEHRXNK
W RHEMEXEE -

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.

SN REATFRNRABHNRTEHRRANBEEANG - Ko BTAE KR
BORRE  AXSVFAERAAZEEZNELNNBIRAONS RER
£ 2NN EIEEARK - LSS R ITANERRKSRITENETHELR
R I AN °

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.

EEMASTRRE ZEBASCEGHERSRESTME - XERETKAE
VERFREESREFTEME - EERELREHENSFAE2ERIRN

7RIS

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.
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Ivf 55 ¥ 2% Bt U (£2)
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

2. FESIHTHRw Significant accounting policies (continued)
23 eRAFRER MG (w) Financial assets and financial liabilities (continued)
€ =F—/\FWMHB—H&EH Impairment of financial assets from 1 April 2018
SRR ORE (&) (continued)
ITEFRIIE A= Measurement of expected credit losses

SR T ASTHIERS IR LS B T A 7E T8 200 M 82 T 1% 25 5 0 f
HHEASHREFEERASHINE - AL ERNBRANENTELHNS
RESESTHARANNG AR EAMERE - £4BASERE BN
WAE - ESRIRIA MK EE RIS R LR 8 BT B R Rt
BBt ARIS R BONEREBNEE T BRBEHSH -

Expected credit losses of a financial instrument are an unbiased and probability-
weighted estimate of credit losses (i.e. the present value of all cash shortfalls) over
the expected life of the financial instrument. A cash shortfall is the difference
between the cash flows due to the Fund in accordance with the contract and the
cash flows that the Fund expects to receive. For a financial asset that is credit
impaired at the reporting date, the Fund measures the expected credit losses as
the difference between the asset’s gross carrying amount and the present value of
estimated future cash flows discounted at the asset’s original effective interest rate.

H Z—ZF—/)\FEWMAB—HHB Impairment of financial assets prior to 1 April 2018
W€ B R = RE
CHATCTHKEESES M REEER TG UBEREERNMREILE - &
FHEREILERE  BESHSNZAFOKEESKRERANOSRMEATIG R
TEAEMBARRIERENNECBNEZD - ALEKERATIA - WEFHAE
SHREE  HIEXES5EBIARBESHRERINSEHREX NZRESHRaESE
Was kA B -

The carrying amount of financial assets was reviewed at each reporting date to
determine whether there was objective evidence of impairment. If any impairment
evidence existed, an impairment loss was 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 decreased and the decrease could be linked objectively to an event occurring
after the impairment loss had been recognised, the impairment loss was reversed
through the statement of comprehensive income.
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Wf 35 4 2% B O (£2)
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

2. FESITH R w Significant accounting policies (continued)
2.4 b ~ B EEM Property, plant and equipment

T—AA=F/NA—BRAESOHYL  RFREN KV ARRIRILE S FT@ S
R ETERYERAINMEEAK - A—AN=ZF/)\A—BEHWNY L 1RER
25 M IR M A M AR o

Property, plant and equipment appropriated to the Fund on 1 August 1993 were
measured initially at deemed cost equal to the value contained in the Legislative Council

Resolution for the setting up of the Fund. Property, plant and equipment acquired since
1 August 1993 are capitalised at their costs of acquisition.

ATl 1% % K 28 51 LA B ANE HBR RT3 1B RAE BUE S 5 51 ik (K1 )£2.6) -
— TAA=F/\A—BRAEZESNEADL: K&
— RELSBSMEBRERBMSEM TF RASKE  UREMIFIN -

The following property, plant and equipment are stated at cost less accumulated
depreciation and any impairment losses (note 2.6):

— buildings held for own use appropriated to the Fund on 1 August 1993; and

— plant and equipment, including computer equipment, motor vehicles, furniture and
fittings and other equipment.

7 1B R4 BB 18 TR BB A AT 4E A B B4 0 U B O A O A
BRI

— BREW 304
— EBREM 5-104F
- BV RAKEE 5%
- A% 5%

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 30 years
— Computer equipment 5-10 years
— Equipment, furniture and fittings 5 years
— Motor vehicles 5 years

% 4% ANNUAL REPORT 201819 90



Ivf 55 ¥ 2% Bt U (£2)
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

2. FESIHTHRw Significant accounting policies (continued)
2.4 Ylb ~ R BRI () Property, plant and equipment (continued)

T AN=F)\A—BRAESHN L (NES WL FAEM) A NIESTIBE =

The land on which the Fund’s buildings are situated as appropriated to the Fund on
1 August 1993 is regarded as a non-depreciating asset.

HEDL  RERBFMORBEALERS 2SR~ HKREE 2 BNEFHRKRE - I
AFHERT2EWERNFEIA

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 at the date of
disposal.

2.5 L E™ Intangible assets
TERFBREBANB R ERR RS TR BN IER T A K AE - & BN
HEXERRNRLEAT MESAERBARKEETKALIE  BEXOALZRLHK
B c RANTFERBEEETIRARMEZRA - TR IZKABENR 21T H R E
] BB = 132 51 0k (i )F2.6)

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 Fund has sufficient resources and the 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 2.6).

THERFHMERGITAIERBFHGEEI0F)NBELEINA2E KRR -

Amortisation of intangible assets is charged to the statement of comprehensive income
on a straight-line basis over the assets’ estimated useful lives of 5 to 10 years.
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2. FESITH R w Significant accounting policies (continued)
26 BEER~HBE Impairment of fixed assets

2.7

2.8

BER™  BREDL - RELRSEM UELTERSNIKEELZES MRS A 1HE - A
EECLIARELIR -EARETRMASNKEES TEAWE R WExFEE
SHRAESEARAERABIN RO AIREHANELAFERDERASERERE S
MR SE

The carrying amounts of fixed assets, including property, plant and equipment and
intangible assets, are reviewed at each reporting date 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.

ZREHE Cash equivalents
ZRUsEEHAERBESHRE  ZFMBEAEWAREBHBTBI3NA - HEr
AHERAEHBTNIAE  MENEZIHXE K -

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 the date of acquisition.

1 FE W\ Deferred revenue

EEEBERRZ TR EFFPINRN  SE S E B LXK HRSIA R UL FA -
HeoBEAYNTHIAANBIERA - ESEBERSUBITEBAOREN 2548
FaIA B REUR A - FHRLUR A INLATRIA ©

If a customer pays consideration, or the Fund has an unconditional right to consideration,
before the Fund transfers a service to the customer, the Fund recognises its contract
liability as deferred revenue. The Fund derecognises the deferred revenue and recognises
revenue when the Fund transfers the service and, therefore, satisfies its performance
obligation.
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2. FESIHTHRw Significant accounting policies (continued)
29 ERER Employee benefits

HIWEABRAZSAMAGHNATL - Fo  NAFMERFRIAXYERARBERR
SHEFEANITEEBIAAKR BRASAME  BANT BN TXBETER AT
BXBR(HRFEDETRANERERFEERN  HERARBERARSAEFEX
e

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.

REAZERAREZRIBENAZIANKEARCERE TN FTRFA XM H @ H T X
R EMATHBHEPRANRSITVHOHRT 2ERERP I -

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 the Mandatory Provident Fund Scheme are charged to the statement of
comprehensive income as incurred.

210 B L FEBH Notional profits tax
BEMSZOAINEINRE)ESHENSTAE BEFF—+tF+A=Z+E£HH ' K
RERESRABNXN—ERXMARENEHBIBLAER)  ZRMERE(F S F
PIDBHEMITE - UTEESH B YNGR RAH 21T R

The Fund has no tax liability under the Inland Revenue Ordinance (Cap. 112). However,
prior to 27 December 2017, the Government had required the Fund to pay to the
Government an amount in lieu of profits tax (i.e. notional profits tax) calculated on the
basis of the provisions of the Inland Revenue Ordinance. The accounting policies adopted
by the Fund for notional profits tax were as follows:

(@ FEANMBHLEBEAYHE N ZELERIA = MAGRHOES -

Notional profits tax expense for the year comprised current tax and movements in
deferred tax assets and liabilities.

(o) AHEIWMBAANEE MR AR RE B AR KRB RO R EN T
MR AR FE N BT -

Current tax was the expected tax payable on the taxable income for the year, using

tax rates enacted or substantively enacted at the reporting date, and any adjustment
to tax payable in respect of previous years.
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2. FESITH R w Significant accounting policies (continued)
210 & XA 15 ) Notional profits tax (continued)

(©

166 FE B TN 53 7 N S R W S C R ED R e e S IK (B S ER B B Ak T B 2 R EY
AN M SR E B e E M A o BB IUA 7~ 0 R AR E MRS = 10 R
Hemreit e

Deferred tax assets and liabilities arose 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 arose from unused tax losses and unused tax credits.

PP 336 SE TR DL S 5T M R SR AT RE B R IR B & K1) T DA 45 A 6 JEFX T 82 7= » 35 T 7
A e

All deferred tax liabilities, and all deferred tax assets to the extent that it was
probable that future taxable profits would be available against which the assets
could be utilised, were recognised.

BERMANB NS T RRBZANACOKEEZMBPLERIB 2T RE
MEHELEMIEHFERNHREITE o BERIMA =R AGRHTEIITE -

The amount of deferred tax recognised was 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 reporting date.
Deferred tax assets and liabilities were not discounted.

BERIMA NKEEESE M REAEF TR - NMBTHERBH LR & T
VA SR I AE 5 15 55 M) 1 B 06 FE A T 6T 7 3 DA FIORL © #5 HORL Y 6 FE AR T 6T S 2 T
HI Sk LR % WO B2 IR B N B R [

The carrying amount of a deferred tax asset was reviewed at each reporting date
and was reduced to the extent that it was no longer probable that sufficient taxable
profit would be available to allow the related tax benefit to be utilised. Any such
reduction was reversed to the extent that it became probable that sufficient taxable
profit would be available.
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2. FESIHTHRw Significant accounting policies (continued)
210 & XA 15 (s Notional profits tax (continued)

AMm BZF—tLF+_A-tEEE E2XNBIXNBNFNEHR - T-FT—LF
TRt ER NRBUNMERER K EEHMAGRERSEEHEIA - MEXK
AEHE—ZT)\F=A=t—HIEFERN2EKFZRT LM ITO) -

However, the Fund is no longer required to pay notional profits tax with effect from
27 December 2017. The balance of notional profits tax payable and the balance of
deferred tax liabilities as at 27 December 2017 were derecognised, with corresponding
income recognised in the statement of comprehensive income for the year ended
31 March 2018 (note 6).

211 WL N HY B IA Revenue recognition
ARNEEMSHREENEISS[RERFEGHNZRALRG (H)F3.2) E£BH-_F—/)\F
MA—HRE  2FERMERBEARENRSUBTEHBEATRAEN  KES MR
ZORSPINFRNEO T WIAEFEAHNKRA - E_FT—/)\FHA—HFT - WA=
ERMPERS S TLATIA ©

From 1 April 2018, after the adoption of HKFRS 15 “Revenue from Contracts with
Customers” (note 3.2), the Fund recognises revenue from contracts with customers when
it satisfies a performance obligation by transferring a promised service to a customer, at
the amount of consideration to which the Fund expects to be entitled in exchange for
the service. Prior to 1 April 2018, revenue was recognised as services were provided.

M B AR SEBR N RIE AR 1177 U A ©
Interest income is recognised as it accrues using the effective interest method.

212 5h M E Foreign currency translation
REFIHIIRG  EXZLAALCERRERNEL - LEEMITENEDHR=RAMH
HRBEBLERRERNBT - INCHMEFENLEARERSH  2E2EKERTP
7 RUNE

Foreign currency transactions during the year are translated into Hong Kong dollars
using the spot exchange rates at the transaction dates. Monetary assets and liabilities
denominated in currencies other than Hong Kong dollars are translated into Hong Kong
dollars using the closing exchange rate at the reporting date. Exchange gains and losses
are recognised in the statement of comprehensive income.
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2. FESITH R w Significant accounting policies (continued)
2183k EATL Related parties

EeRRE(EEESZIDNY  HEBNE TR 2118 FR > ELEAR
WHEHFEEREALTHITRS - REALTBRBASZERHEHIT HbEsES - AR
XBAMEGREEZ MM BE A -

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.

3. 21T HERE Changes in accounting policies

BERARUMA2MA TETHEXEBITNETAWSFSHREENHTASITHER - AT
FIEARNB AN SMEENEISRFEISSMmENT M ZFFTENHBITHESH
SUEEHREE MW °

The HKICPA has issued certain new or revised HKFRSs that are effective for the current
accounting period. None of them impact on the accounting policies of the Fund except for
the adoption of HKFRS 9 and HKFRS 15 as set out below.

EEIORARMEARSTHEI 1 AR A R A7) 37 N 3kis 7% (i E22) »

The Fund has not applied any new standard or interpretation that is not yet effective for the
current accounting period (note 22).

31 EBMFI/E AN E9S HKFRS 9 “Financial Instruments”
[£rtTH |
EAVBSIREENBZISHRTEESITENEINS - FEEMZIREENEOSH S/
B 2RAGEE—EELFSHIMENEGAONINRITERE  HHEXHATE -

HKFRS 9 replaces HKAS 39. It sets out the requirements for recognising and measuring
financial assets, financial liabilities and some contracts to buy or sell non-financial items.
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3. 2ITBERZT @ Changes in accounting policies (continued)

31 FEBMFIRE AN EI9S HKFRS 9 “Financial Instruments” (continued)
[T A
HE2EREEEVISHEENFISHIENE _F—/)\FLWA—BNEEIEIE
RN BAEMSZIREENEISMEBEINLERAR - BARMNEEMSIREENZE
FONZE—)\FUA—HNIMBMKEEHTEMW o WS ITHEKM T RARAE
EMREZMETIAT o

The Fund has applied HKFRS 9 retrospectively to items that existed as at 1 April 2018
in accordance with the transition requirements without restating comparative information.
The carrying amounts of the items as at 1 April 2018 have not been impacted by the initial
application of HKFRS 9. The nature and effect of the changes to previous accounting
policies are set out below.

Tt B 0 Classification of financial assets
EBAMBREENFISBLRETDPHN=ZATELR  (VIRHBBEXAEITE: ()RA
FEITAEMLARDZITE KR AFEITARDZKITE - BESIHENEINSH
P BEBEHFORE TRENKKZ  TEEESRE~RIZAFEITAR
TR EBAT  ERAXLELFBRR -REEEVSREENFEIS  ERETHD
KXEETEERBSRASTMIZIEAREENNERERFR °

HKFRS 9 classifies financial assets into three principal categories: measured at
() amortised cost; (i) at fair value through other comprehensive income; and (iii) at fair
value through profit or loss. These supersede HKAS 39’s categories of held-to-maturity
investments, loans and receivables, available-for-sale financial assets and financial assets
at fair value through profit or loss. The classification of financial assets under HKFRS 9
is based on the business model under which the financial asset is managed and its
contractual cash flow characteristics.

ES RN RATK LAWK (R ERAETTE)NEREA  CREFH DR NIEM
HEAEITENSRE” (HE230) —T—/\F=ZA=+—BHNKEES T —/)\F
MA—HHKEEHER -

The Fund’s financial assets previously classified as loans and receivables (carried
at amortised cost) were reclassified to financial assets measured at amortised cost
(note 2.3(b)). The carrying amounts as at 31 March 2018 were the same as those as
at 1 April 2018.
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3. 21ITBERZE® Changes in accounting policies (continued)

3.1

3.2

HFBMEIKEAENEIS HKFRS 9 “Financial Instruments” (continued)
[£R T A

=t B A Impairment of financial assets

FEEMSHMEEMNEISHIMBACEASRIBELRRTEEIHENE0SH[E 4
SRR - HTEMBERASREL T MASNEANLNFLITE - FHitm
HERSHOBINNE  2BRAZTEITENESHEFETRIBERFTF - &
THBRMERAETENSR A RATHOTGERSRIER (FF)E2.3()  BIRK
BHHORENTE  HemE-T T —/\FUA—BNKEEHLZMW -

HKFRS 9 replaces the “incurred loss” model in HKAS 39 with the “expected credit loss”
model. The expected credit loss model requires an ongoing measurement of credit
risk associated with a financial asset and therefore recognises expected credit losses
earlier than under the “incurred loss” accounting model in HKAS 39. The Fund applies
the new expected credit loss model to the financial assets measured at amortised cost
(note 2.3(e)). The initial application of the new impairment requirements had no impact
on the carrying amounts of the financial assets as at 1 April 2018.

EBMEIREENZEI5S HKFRS 15 “Revenue from Contracts with
[REEFEHAZWAN] Customers”
EEMSIHREENFEISSEHREBSITENFISSIKAIMBBSITENENSER
BN MBETEFAENHBRAFN LR ANBIAERT B SHEMZEN - FEMSIR
LHENBI5SHIIAFTIINEZENTE  BEELEMSRENERAE THRRERTER AN
WAMNESRENER - €30 - SEIFAEME -

HKFRS 15 establishes a comprehensive framework for recognising revenue and some
costs from contracts with customers, replacing HKAS 18 “Revenue” and HKAS 11
“Construction Contracts”. HKFRS 15 also introduces additional disclosure requirements
which aim to enable users of the financial statements to understand the nature, amount,
timing and uncertainty of revenue and cash flows arising from contracts with customers.

HLEREFELENTE 2EIAR T /\FHEA-BIARTKOELEBRNEEN
FwE /EJ”'J%'%? ﬁﬁHT/\EﬁlJtt LRAK  BRRPE AW SMELENFE155 %
BXEMDMAE T -F—)\FUNA—BNKEEEKXFZMW

In accordance with the transition requirements, the Fund has elected to apply HKFRS 15
retrospectively only to contracts that were not completed before 1 April 2018 without
restating comparative information. The initial application of HKFRS 15 has not impacted
the carrying amounts of any items as at 1 April 2018.
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3. 2ITBERZT @ Changes in accounting policies (continued)

32 EBMSIHEENEISS HKFRS 15 “Revenue from Contracts with
[REBEFEHN2ZW AN Ig  Customers” (continued)
HETEINASITHRE B2 F=ZA=1+t—"HIFENTMINE  H&my
RAEIBIBEBBEBMEZHREENEI5STMRMH WA ST R )E211) TR0 ©

The accounting policies for revenue adopted under HKFRS 15 (note 2.11) have not
affected the amounts of any items in the year ended 31 March 2019 compared to the
previous accounting policies.

4. KBEFPESAHAZWA Revenue from contracts with
customers

2019 2018

VIR X E Registration of documents 191,592 196,972
= Search 90,842 92,140
REHEIR Copying 110,035 88,593
WA HR & Reports on title 60,358 60,288
BT RARS e-Alert services 35,197 25,709
b = 7 RIEARS Owners’ corporation services 15,202 16,717
HAty Others 11,307 10,312
B#n Total 514,533 490,731

ESERFANTENENRE  ETEFRAFFREHAPEXMEMEER L BEILHNE
REMEFHRS - EFAREWRSMABE S TORSTE - HEABREES IR,
BRAANRS % - 22 RERERSOANBEITESHRTE  HENEBERRKANLINER
AR %% o

The Fund’s performance obligations in contracts with customers mainly involve providing
services, for registration of documents and searches of the Land Register and related land
records, to the customers. 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 based on a cost-to-cost method.

ErRXxEATRELVETREIARS T E  ReRERKTRSHRANBEITELTUE @ HbE
B [B) 5 % i W 0 2 BR A AR 5 A IABR 55 2% -

For owners’ corporation services provided to related parties, the Fund satisfies its performance

obligation as the service is rendered and recognises a service fee over time on a full cost
recovery basis.
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e (=32 Operating costs

2019 2018

AT#H Staff costs 322,894 307,973
—MEEFx General operating expenses 16,928 15,392
BB AN AR 5 T2 Computer service charges 32,782 32,751
He LERH Rental and management charges 25,616 21,491
AR 1T FE A Central administrative overheads 3,627 3,528
718 K b 4 Depreciation and amortisation 16,106 13,556
4 E B E RS Loss on disposal of fixed assets - 25
=it %A Audit fees 771 702
=il Total 418,724 395,418
Ha g A Other income

2019 2018

A Interest from:
— RITEXK — bank deposits 10,925 6,152
— INCEESTFR — placement with the
Exchange Fund 27,241 20,599
A & & TE I aR Gain on disposal of fixed assets 4 —
ERi=k BV VENE=BYE Derecognition of notional
FEMMBEHR MG profits tax payable and
deferred tax liabilities — 9,779
=il Total 38,170 36,530

TE—EFT-_A-+LA BAEXAAEcEEMBAXNBXMERERE - T
TE LT R ER  AFERR - FATBRBRESEERNAZEEEZEENANE
BREELHR - RIFZHAR B(EEESFIERNETFEZEZECHTNETERE
Z YK B W IMBA R LB -

Prior to 27 December 2017, the Government had required all trading funds to pay notional
profits tax and dividends to the Government. On 27 December 2017, the Court of Final
Appeal handed down its judgement in a judicial review case concerning the Office of the
Communications Authority Trading Fund. According to the judgement, it was an error of law
to construe the Trading Funds Ordinance as permitting the inclusion in budgets of the trading
fund of projections for notional tax or dividends.
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6. Htlg N Other income (continued)

BRTHREERTMSZH -B-F—LF+ A+ LtAE AEEEESXABAK
XA NFEREEE - T2F—tF+ - A=+EHB  AUTE7.3F B THNA B XHF
MERNMA22067 B TTHEERMAGEHOTHIIN MBXBANEEE-F—/)\F
ZA=t—HLEFERNcEBmRPHEIAC

Subsequent to the judgement, the Government made a change in financial arrangement
whereby all trading funds are no longer required to pay notional profits tax and dividends to the
Government with effect from 27 December 2017. The balances of notional profits tax payable
of HK$7.573 million and deferred tax liabilities of HK$2.206 million as at 27 December 2017
were derecognised, with corresponding income recognised in the statement of comprehensive
income for the year ended 31 March 2018.

7. EBERFERE Rate of return on fixed assets

BERTEHREZN L LERFZ(TEREFNEWAMFELH)BRIABERSFH2EITE
HUABS PEOARXREKX L BEEETEEDL BEEBMAMLEET - MEBEESAAKXEZ
WMHRARIRIKE NEFEEARTEIRES9% (ZF —)\F :5.9%) K B FF °

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 Fund is expected to meet a target rate of return on fixed assets of 5.9% (2018: 5.9%)
per year as determined by the Financial Secretary.
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Pl ~ iR & K B8 A

Wt 55 4% 7% B 0E (£2)

Property, plant and equipment

TR Bh %8
ERY BESE REE
Equipment,
Land Furniture
and Computer and Motor
Buildings Equipment Fittings  Vehicles
A& Cost
E-F—tFMNA—H At 1 April 2017 350,000 167,903 15,630 244 533777
NE Additions - 9,751 284 - 10,035
HE Disposals - (2,506) - - (2,506)
E-Z—)\F=A=+—H At 31 March 2018 350,000 175,148 15,914 244 541,306
E-ZE-)\EMB—-A At 1 April 2018 350,000 175,148 15,914 244 541,306
RE Additions - 10,729 5,070 - 15,799
HE Disposals - (1,121) (1,988) - (3,109)
E-Z-AFE=A=+—-H At 31 March 2019 350,000 184,756 18,996 244 553,996
ZitHE Accumulated
depreciation

E-E—tFMA—H At 1 April 2017 91146 161,458 14,643 244 267,491
FEHA Charge for the year 3,851 5,105 419 - 9,375
HE Disposals - (2,478) - - (2,478)
E-Z—-)\F=A=+—H At 31 March 2018 94,997 164,085 15,062 244 274,388
E-Z-)\EmMA—-AH At 1 April 2018 94,997 164,085 15,062 244 274,388
FERA Charge for the year 3,851 5,914 1,173 - 10,938
HE Disposals - (1,121) (1,988) - (3,109)
E-Z-hHE=B=+—-H At 31 March 2019 98,848 168,878 14,247 244 282,217
ik T % B Net book value
E-ZE-NE=HA=1+—-H At 31 March 2019 251,152 15,878 4,749 - 271,779
EZF-)\F=A=+—H At 31 March 2018 255,003 11,063 852 - 266,918
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9. TEHEF Intangible assets

BN AEEBRASTREA
Computer software licences
and system development

costs

2019 2018
DN Cost
EFEH At beginning of year 203,115 196,806
NE Additions 8,278 6,386
HE Disposals - 77)
EFXR At end of year 211,393 203,115
Rit v 4 Accumulated amortisation
TEFEA At beginning of year 193,013 188,909
FEHA Charge for the year 5,168 4,181
& Disposals - (77)
FEF & At end of year 198,181 193,013
K H % B Net book value
FEF K At end of year 13,212 10,102
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10. ISCE S BFER Placement with the Exchange Fund

INCEESTFRERNCT2{IZ B T (ZFE— )\ F: 6465128 L) EF560B T NAE R
116212 B T (ZF — )\F : 8,650 B L) NIREHE AKE M RIS F B - FZHNEIR
F(BEFEZFERID  BRTERRAS -

The balance of the placement with the Exchange Fund amounted to HK$676.2 million
(2018: HK$646.5 million), being the principal sums of HK$560 million and interest paid but not
yet withdrawn at the reporting date of HK$116.2 million (2018: HK$86.5 million). The term of
the placement is six years from the date of placement, during which the amount of principal
sums cannot be withdrawn.

SNCEESHFRMNERSFIARENEESETE - ZEXRINLCEZRAEA T E6FH
FHFERALR  ISFHBRMAHRSE L —NFENTHFERRE  LO%HN TR - WE
BERSE —F-NFEEEENEF29%  —FT—/)\FNEF46% °

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 2.9% per annum for the year 2019 and at 4.6% per annum for the year 2018.

1. Ntk R EM S Y F I Trade and other receivables

2019 2018

Rz W bR FR Trade receivables 12,224 12,998
IVRRW PSS Accrued interest from:
— RITTER — bank deposits 5,536 2,485
— INSCEESFERK — placement with the
Exchange Fund 4,835 7,333
A FR I Prepayments 3,448 3,129
Ze Deposits 9 7
=il Total 26,052 25,952
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12. 5SEFHNENER Contract balances with customers
(@ MW RImMAMEAHREF~ Receivables and contract assets

SREAREMRAZFEAENRSMS  ERE AN R B E T HE 8 &K
KK > ETRETFREALTHORS > EREAON YRGS REH T VSRR ERFH
RIHE R AEMRR > MESIHRAEMR T EMERSHENR” - ETHMRS
HTEF2MARSER > REESHRBETANUKTIRE DR -

For services provided to customers with service fees charged monthly, the balance
of receivables at the reporting date is presented as trade receivables in note 11. For
services provided to related parties, the balance of receivables at the reporting date is
presented as 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, since customers pay the service fees in advance, the Fund does not
have any receivables or contract assets.

(b) &ANAMH Contract liabilities
EeHERBEFMANTEARRATFREERSORE 2 TMSRAKFARTEK A
MERTIE - DT

The Fund’s obligations to provide services to customers for which the Fund has received
advance payments from the customers are presented as deferred revenue in the
statement of financial position, as analysed below:

16 FE YT N Deferred revenue 2019 2018

JE AR &5 % Registration fees 6,463 7477
BFIRRRS % e-Alert service fees 5,079 2,213
H b Bz &5 2% Other service fees 1,724 1,544
=X - Total 13,266 11,234
(A Representing:

o) U Current liabilities 8,505 9,159
3E 7 o L fR Non-current liabilities 4,761 2,075
BEn Total 13,266 11,234

114 J# LM EiEES THE LAND REGISTRY TRADING FUND HONG KONG



Wf 35 4 2% B O (£2)
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

12. EEFHNEAYE Re Contract balances with customers (continued)

(b)

SRR EAC Contract liabilities (continued)
FRBEMANERDEREESHEREET IO REETHNEHATTINRS
MIELE - 2K BEXBFRABRSHBLEKRAS TSFERNIKRIEEIANBA - EA
BEW AN S F1ERKBINAWA  SEEAEFEHARRNATAARSNIE °

The balances of deferred revenue above represent the aggregate amount of the
transaction price allocated to the performance obligations that are unsatisfied (or partially
unsatisfied) at the reporting date. For the deferred revenue from e-Alert services, the
Fund expects to recognise as revenue within eight years. For other deferred revenue, the
Fund expects to recognise as revenue within one year. No consideration from contracts
with customers is not included in the transaction price.

FRBIEWAERONERNZHITINAT

Significant changes in the balances of deferred revenue during the year are shown below:

2019 2018

EF W RPH®ELE Decrease due to recognition
WAFFNIKFIL  as revenue during the
LN year that was included in
the balances of deferred

revenue at beginning of year (6,208) (4,698)

HAFERNWETNEZFEA Increase due to advance
1 3 A1 payments received during
the year 8,240 8,184

13. EF &€ Customers’ deposits

14.

BREFIRHRSIKRRNRSE

This represents deposits received from customers for services to be rendered.
BARENEKE Provision for employee benefits
RN ETERESARAIRHNRS S TR AFRA M I A6 (LKHHE2.9) -

This represents the estimated liability for employees’ annual leave for services rendered up
to the reporting date (also see note 2.9).
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EBEEERK Trading fund capital
AR NESHIRR -

This represents the Government’s investment in the Fund.

16. IR BB & R Retained earnings
2019 2018
EFEYNER Balance at beginning of year 1,137,397 963,279
FELLHEWE Total comprehensive income
for the year 133,979 131,843
EABM AR E Transfer from proposed
dividend - 42,275
EFLPER Balance at end of year 1,271,376 1,137,397

BE-E—tF+_A-ttHE E2XTNBRBAIMNKEM E) - Bt » F-F—t4F
+= H TtH - RB4227T5 BT AR BEEREEEE_T—)\F=ZA= + HiEF
ERNELEZERBAF -

With effect from 27 December 2017, the Fund is no longer required to pay dividends to the
Government (note 6). Accordingly, the balance of proposed dividend as at 27 December 2017
of HK$42.275 million was transferred back to the retained earnings during the year ended
31 March 2018.

17. e RERPINE Cash and cash equivalents

2019 2018
WNe RBEITER Cash and bank balances 24,369 22,288
RITIER Bank deposits 537,000 435,000
/N Subtotal 561,369 457,288

B RAB HR N3 A Less: Bank deposits with

A E®IRITE R original maturities
over three months (537,000) (435,000)
NeEkERNE Cash and cash equivalents 24,369 22,288
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18. RIEALIR S Related party transactions

BRTEAMSMEROEMIEIBREN SR EALRSII FREXREALTHITHNEMER
RBHERT

Apart from those separately disclosed in the financial statements, the other material related
party transactions for the year are summarised as follows:

@ EEMRXKEATREREMRZEELHXEEMN BERIHEFEME L F 2@
R FEIAMUARIRE AR L FTREARS - XERSZSAESTEKHLWAR
137412 B L (ZE —)\F 114528 T0) - X TETEEN F4NREEZEFEHZ2WA
T e

Services provided to related parties included registration of land documents, search of
land registers and records, supply of copies of land records and reports on title, and
owners’ corporation services. The total revenue derived from these services amounted
to HK$137.4 million (2018: HK$114.5 million). This amount is included in revenue from
contracts with customers under note 4.

) REATMESRHENBSBEAXREN PR - PRITBEMTFITHRS - £&
TEIX L R 5575 ) B FF 2 13,4007 B L (ZF —)\F : 32007 B JT) - X MBI EE
B ESRE (ERC AT o

Services received from related parties included computer services, accommodation,
central administration and auditing. The total cost incurred on these services amounted
to HK$34 million (2018: HK$32 million). This amount is included in operating costs under
note 5.

) MFEATMANBEER=EOFBEBEIR o XLA~HEKANI60FET(ZF—)\F:
28778 TT) °

Acquisition of fixed assets from related parties included fitting out projects. The total
cost of these assets amounted to HK$4.6 million (2018: HK$0.28 million).

B 736 5 A 32 45 FR 25 0 M 28 05 5 X A IR 25 0 M 2R B R R PR R — 4R BT B DR
TREARRNES  WBERAG—H EFREBM/AXEATHRS - WEKE 2 HK
AT AUE -

Charging for services rendered to or received from related parties was on the same basis,
that is, 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.
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10. SR X E BB Financial risk management
@ WRARBE Investment policy

HEUFERTHOOARRABEINLESHERMRITERNERA™ - RAKNRE
ERBRAMEESLESRRK BETCRERBMALNES - HTEHMBXRH
7 o

The Fund maintains a conservative approach on investments in financial assets including
placement with the Exchange Fund and bank deposits. Investment decisions are made
according to the guidelines from the Secretary for Financial Services and the Treasury,
the Hong Kong Monetary Authority and other relevant regulations.

(b) =AM Credit risk
EARKRESBTAN B TEBTRAMBELS IS —FEZMHIREHNRK -

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.

HEeWERNRK  TR2RORTINCESFR - N WK RN E Al N YR~ B W< = A
TR - RITERRRITER - ESUTENEERR - ARFLERITFENERNE -

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

HREBERARG AT SR ERTEBOBIRT « XS RAF N
BEGARR - sHESRESTRIARBEASRORTITE B TEHAR
MSHFATEAX o

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.

RITFARMRITERNEARET  UBBIEFRBENTLR 20T

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

2019 2018

ERITH: Credit rating:
Aal £ Aa3 Aal to Aa3 23,495 21,068
Al £ A3 Al to A3 286,100 239,100
Baal & Baa3 Baal to Baa3 251,000 196,000
& Total 560,595 456,168
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19. £ XS B H =) Financial risk management (continued)
(b) 15 KB () Credit risk (continued)

BAREMEMAFATARENTE  EEMBMERSRERM -

While other financial assets are subject to the impairment requirements, their expected
credit losses were minimal.

EREAESNEB ARSI ENZRSERNRHRTAMBLE TEKEE -

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

TR & X Liquidity risk
MARENEIERE—ERBEREUABITE SR ABERNTEHNL -

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

RIFE(EEESZN) E2MNTHASERE  BREARISHRERRR - IR
MEARIKME ESHBRECHERINEMBORIRETE  BRELRFE
BRI eHE UTERKEHNRIAEHFE -EEeNRIRSNRRE  WEEY
MR RENRER -

Under the Trading Funds Ordinance, the Fund is responsible for its own cash
management, including short-term and long-term investment of cash surpluses, subject
to approval by the Financial Secretary. The Fund’s policy is to regularly monitor current
and expected liquidity requirements to ensure that it maintains sufficient reserves of
cash to meet its liquidity requirements in the short and longer term. As the Fund has
a strong liquidity position, it has a very low level of liquidity risk.

2 X & Interest rate risk
MEXKIEEAMAMELZY MBI T HREIXG c FIEXLATH— 59 RHAFEFEX
s M &RmEF RN -

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.

RFEMENEEERTANNFEET MR L MEINONI - B TESHR
TEFRNERCHMIA  SAMHNRER LT TANRNFEESTEK - A
BT EREREHEMERNEINR TN ENEGI2FWERKAERES
BY & M fiE 2 o

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 the Fund’s bank deposits
bear interest at fixed rates, their fair values will fall when market interest rates increase.
However, as all these financial assets are stated at amortised cost, changes in market
interest rates will not affect their carrying amounts and the Fund’s profit and reserves.
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19. £ F XS B EH =) Financial risk management (continued)
d) FIZEX = Interest rate risk (Continued)

RenENERREEBRIANKKINSRECAT N ELH MK N - EE
TRENEANISRENENR  AAEFANTIESRITALIR IR SR T
B o

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 is not exposed to
material cash flow interest rate risk because it has no major financial instruments bearing
interest at a floating rate.

e) MK K Currency risk
MR EERIEN A FEXARNERELCRELEXEME AN o

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.

HEN—RULZSXZBABTNELN  AM A5 EMMAKE

The Fund’s normal business transactions are denominated in Hong Kong dollars and
therefore do not give rise to currency risk.

ETUETHEMUNRR  ETAETESETES  ESOHMARER -

In respect of investments denominated in United States dollars, owing to the linked
exchange rate of the Hong Kong dollar to the United States dollar, the Fund has a very
low level of currency risk.

ERER  AETARCH B A~ LA BET(CE—)\F: 68T - RRNE
BAFRAEEBACIIABITT AR

At the reporting date, financial assets totalling HK$5,000 (2018: HK$5,000) were
denominated in United States dollars. The remaining financial assets and all financial
liabilities were denominated in Hong Kong dollars.

() HtemXEE Other financial risk
EeRTEF - AEEMNIINCESHERERMIF10MEMANE N S RXE - F
ZE-NF=ZA=+t—H REZZE/N\FRZZF-NFHEREN, B0 E X
(ZFE—/)\F 50N EL)MEMEXRTE @ HitFEAF RMESEEM R 340775

T(ZEF—)\F 32058 TT) °

The Fund is exposed to financial risk arising from changes in the interest rate on the
placement with the Exchange Fund which is determined every January (note 10). It
was estimated that, as at 31 March 2019, a 50 basis point (2018: 50 basis point)
increase/decrease in the interest rates for 2018 and 2019, with all other variables held
constant, would increase/decrease the profit for the year and reserves by HK$3.4 million
(2018: HK$3.2 million).
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19. £ XS B H =) Financial risk management (continued)
@ 2A¥E Fair values

FEEBEMZRENERITANRFERREREBNMZHMRNEE - REZFMH
WA MAIEHEMEEDEAREBOHRBIE I EE A FE-

The fair value of financial instruments traded in active markets is based on quoted market
prices at the reporting date. 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 reporting date.

FrE2@ TENNUSERNFEMRRIMEET KNS AT SRR ATIK

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

20. BmARHEE Capital commitments

21.

EZZ-NAF=ZA=1+—8" E2B MIRRIIAMFZHREKN R ARAE :

As at 31 March 2019, the Fund had capital commitments, so far as not provided for in the

financial statements, as follows:
2019 2018

SR PN Authorised and contracted for 8,141 247
B EMEREY Authorised but not yet

contracted for 361,082 206,637
& Total 369,223 206,884
LEHFEHARA Operating lease commitments

EZE-NFZA=T—8"  BRETTHEN LR BRAMLEEHTER RN HKHRNLNHE
TR B En T

As at 31 March 2019, the total future minimum lease payments under non-cancellable
operating leases for land and buildings were payable as follows:

2019 2018

THET—F Not later than one year 7,760 4,056
B —FERBIAESF  Later than one year but not

later than five years 5,548 3,380
BE Total 13,308 7,436

IR ANNUAL REPORT 2018-19

127



Wvf 55 4% 2% Bt O (£2)
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

22. EMHBFHBE=-ZF—NE Possible impact of amendments, new
=ZA=+—HLEFERMKE standards and interpretations issued
WEVEIT - FENKRIZTEE but not yet effective for the year
A] 8E % 1 ended 31 March 2019

EEAMSHMERALZE  BEUHMR2EMAZTUET « F/EN K2R - 1ZFE1IT
MENREBREBE T NFA=T"HEFERRER TREEAMSHERDIR
BIKYy - P BEATARSESEX

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 2019 and which have not been early adopted in these financial statements. These
include the following which may be relevant to the Fund.

EUATBEEMHZE
FHRN ST ERK

Effective for

accounting periods
beginning on or after

BEAEMSMEENE165 [ 5T —FT-AFE—-HA—H
HKFRS 16 “Leases” 1 January 2019

HeERZFEIT HENKEBREERXRBPEMIT 2 ENZWETIFE - 25045
ICRERNILZFBEAT  FENREBRAIRAESNMSHRERBEEANZM

The Fund 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
financial statements.
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EMAEFHEZE=F—NE Possible impact of amendments, new
=ZA=+—HLEFERMKE standards and interpretations issued
WEBIT - FENKIZEHN but not yet effective for the year
A B8 %2 1 (s) ended 31 March 2019 (continued)

E B % IR EE N E165 HKFRS 16 “Leases”

[

EAVESHREENEI6SHABEESIHENEI7SARE] 2FHBIA- T2 EHRAEE
FAEOEN > SIABE—MERASITER  EXARABIASRBILRNANAAERES
wERAG S WERNERFOEIRIN - REBFABEVSREENFE16S - HHEATHIAR
MEFAERATANANERANR-ERBRESNEEH N SHETAGR - BLAHEA
NEIAMEANAR~HIEEEAEAGHNE - FANAREEAGEVZRIETE  TEE
FEAARSEAENES  URNEABRANABMBESTFEERERREEN TERKESR
HESZNNEES BHEASITEME  BEMSKREENEI6SEEZREELEFT B IHEN
FU7SHEBREASITE o

HKFRS 16 replaces HKAS 17 “Leases” and sets out the principles for the recognition,
measurement, presentation and disclosure of leases. It introduces a single lessee accounting
model and requires a lessee to recognise assets and liabilities for all leases with a term of
more than 12 months, unless the underlying asset is of low value. Under HKFRS 16, a lessee
is required to recognise a right-of-use asset representing its right to use the underlying leased
asset and a lease liability representing its obligation to make lease payments. Accordingly,
a lessee should recognise depreciation of the right-of-use asset and interest on the lease
liability. The right-of-use asset and the lease liability are initially measured on a present value
basis. The measurement includes non-cancellable lease payments and payments to be made
in optional periods if the lessee is reasonably certain to exercise an option to extend the
lease. In respect of the lessor accounting, HKFRS 16 substantially carries forward the lessor
accounting requirements in HKAS 17.

BEAEMSHEENFE6SEEZTMESBAN X NDLALREHETNEABEASIE - MEAN
A2t ERX2aHAFRAGEMN  AEREWMEHRTHRN T 2E MR AL EE
8] o QAP F21FAHE T —NF=A=1+—8  EFAETAREN DL LEMHEFEE
HA1,330A 87T ° BRI ERORE  EEMEBRAZFENTISTHEMSHERBEEARAR
My

HKFRS 16 will primarily affect the Fund’s accounting as a lessee of leases for premises which
are currently classified as operating leases. The application of the new accounting model
is expected to lead to an increase in both assets and liabilities and to impact on the timing
of the expense recognition in the statement of comprehensive income over the period of the
leases. As disclosed in note 21, the Fund had non-cancellable operating lease commitments
of HK$13.3 million as at 31 March 2019. In view of the amount involved, the Fund expects
that the adoption of this new standard is unlikely to have a significant effect on its financial
statements.
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