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By the time this Annual Report goes to print, | should have completed
my two-year tenure at Hongkong Post (HKP) and concluded my thirty-
odd years of service in Government.

This is not my valedictory statement, but it is a suitable occasion to take
a retrospective look at the work we have done in HKP in the past two
years, which | believe will have an impact on the choice of the paths HKP
might have to take in the next decade in order that the postal service in
Hong Kong can be sustained without recourse to the public coffers amid
serious competition from the private sector.

| came to HKP when everything looked rosy, as business was doing
very well indeed, resulting in healthy operational surpluses after a long
period of economic depression which had badly affected its business.
HKP has also undergone a long period of re-orientation and succeeded
in evolving from a conventional government department into a more
business-like organisation, paying greater attention to service quality and
market demand, and gaining more awareness of the need to survive the
growing competition from couriers and related industries. The Trading
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Fund' approach seems to have borne fruit: we are able to provide a
first-class postal service which is efficient and affordable without public
funding. However, my first question when | came to HKP was: Could it
be sustained? The same question would probably still be lingering in my
mind on my last day at work in HKP | have not yet been able to find an
answer after two years.

Right from the beginning, the Trading Fund was conceived as an
intermediate step for selected government departments to become
financially and, ultimately, administratively independent from the
Government. HKP has survived the challenge with flying colours,
demonstrating clearly that it has all the potentials to develop into a full-
fledged profitable enterprise, providing that certain bold steps are to be
taken to detach it from the bureaucratic framework of the Government
and to allow it a free hand to adopt a truly market-oriented business
approach in its operation. For various reasons, we have stopped at this
intermediate step for ten years and feel comfortable with the position we
are in. In this way, we could easily become oblivious to the problems that
have been looming large around us as a consequence of the changes
occurring in the courier, parcels and logistic industries in the world.
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Postal service is no longer about mail delivery only. Nowadays no postal
administration could survive on mail delivery alone, since the mode of
interpersonal communication has changed completely with electronic
innovation. Diversification is the key word for most postal administrations
in order to stay potent and relevant. HKP is in just such a position. We
must keep pace with the tide of time or we will get lost. It is a sink or
swim situation.

We continued to turn in good results for 2007/08. We were able to

meet the performance targets and overachieve the financial target

return rate of 8.4% on fixed assets set for us by the Government,

with a total turnover of $4,373 million. All these have been attained
through the team-work and effort put in by all my colleagues in HKP

on the solid foundation laid down by my predecessors who started the
transformation of the 167-year old department. Moreover, we were riding
on the tailwind of the strong economy which has created great business
opportunities for the whole community, including the postal sector. It
was an exceptionally good year for business.

| have already outlined in the last Annual Report some of the major
challenges HKP has had to face: rising operation costs, competition, and
the structural and institutional limitations of HKP as a hybrid government
department cum business enterprise which subject HKP to serious
constraints in its business manoeuvring.

We have introduced a number of measures to curb operation costs
with some success, like closing down expensive but under-utilised
post offices and better management and deployment of staff and

other resources; but we still could not keep up with the rate of further
increases as a result of inflation, especially in Civil Service pay and fuel
and conveyance costs, which constituted two of the most significant
items of our expenditure, and both of which were beyond the control
of HKP. We are also mindful that there is a limit to how far we can go in
curbing costs without turning it into a political issue or dispute with our
staff unions.

We performed strongly amid keen competition from other operators,
big and small. We won with our full network of post offices, local
delivery coverage and links with over 200 major cities in the rest of the
world. Our reliability as a government department gave comfort to our
clients, in particular small and medium enterprises (SMEs) and casual
customers. However, HKP is expensive to run, due to our complicated
costing structure and rigid pricing policy and formula. We did not have

a huge advertising budget to build up the necessary brand name and
commercial image. We could not use the cut-throat discounts or rebates
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adopted by some of our big competitors to attract customers. More
importantly, we lacked sufficient commercial instincts, knowledge and
experience to gauge fully all the business opportunities. Ve are running
the risk of losing market share if we do not do more to further strengthen
our competitiveness.

As a hybrid establishment, HKP is expected to provide an efficient and
affordable postal service, make an operational profit and, at the same
time, compete in the open market. Yet we have little control over our
operational costs and our pricing policy. Adjustment to postage rates and
related fees and charges is more a political than commercial decision,
although it is generally recognised that the existing postage rate in

Hong Kong is probably the lowest in the world for the quality of service
rendered. In addition, we are subject to a lot of government rules and
regulations, which renders it impossible for us to move quickly enough
to match market movements and meet changes in clients’ demands.
There is no proper corporate governance to provide guidelines for making
business decisions, like entering into important business contracts and
making commitment on major investment.

We put our hope in a study which HKP and the Efficiency Unit of

the Government jointly commission from a reputable international
consultancy firm which is tasked to take a look at the position of HKP
vis-a-vis recent development in the postal sector in other parts of

the world. We hope the consultant will identify our strengths and
weaknesses and throw some light on what alternatives are available
to HKP other than keeping the status quo, to overcome its inherent
limitations, meet the challenges, survive the competition, and sustain
efficient and affordable services.

However, it will be a long time before any major changes could be
introduced to HKP if any were to be introduced at all, since there are a lot
of colliding vested interests involved, and it will touch on the raw nerve
of a number of interested parties and stake-holders. The political process
is expected to be protracted. In the meantime, we must do all we can

to maintain the viability of HKP as far as possible. \We must be more
aggressive in keeping and developing our market share, and we must
introduce new services where we enjoy comparative advantages over
our competitors and which will add value to both HKP and our clients.

Speedpost is our flagship product. e are working in close partnership
with postal administrations in our most important markets in the
Kahala Posts Group?, especially Mainland China, the US and Japan,
which represents nearly 80% of our EMS business, and we also do not
rule out the possibility of cooperating with other courier companies.
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We have introduced a number of new services to meet the different
requirements of our clients, such as “Next Morning Delivery” and “Next
Day Delivery” services, Hub and Logistics services, and more. \We have
revised our costing policy so that we can keep our prices competitive.
We put pressure on our partners to improve their services in the last mile
delivery and the standard of track and trace service. This is a market full
of challenges and opportunities, and we must always keep ourselves
alert in order to develop our market share.

We have to diversify to other areas of activity in order to find new
sources of revenue and to grow our business. VWWe promote local and
cross-border Direct Mail Services which is a highly cost-effective means
for dissemination of information to a large number of audiences and is
particularly useful for SMEs with a small publicity budget. We have made
considerable investment in developing our e-Post Service which provides
a one-stop service for businesses to print and deliver bills, invoices and
other statements. We are putting the finishing touch on an ambitious
project to establish a full-scale e-Commerce System, providing online
shopping and delivery facilities and services, taking advantage of the
growing interest in Internet shopping all over the world. \We also opened
a logistics service centre to provide storage and delivery services for
multi-national manufacturers and suppliers.

However, we do not intend to turn HKP into a trading house. \We create
these additional, value-added activities in order to boost mail traffic
volume which is our core business and main source of revenue. Our
primary concern remains delivery, in the course of which we hope to
provide more channels for SMEs to develop their business while at the
same time maintaining the viability of HKP so that we can continue

to operate an efficient and affordable postal service for the whole
community. This is an international trend, and is fully endorsed by

the Universal Postal Union (UPU) as one way of re-vitalising the

postal system.

Of course we must not neglect our universal obligation as a postal
operator. VWe must use our best endeavour to maintain our high standard
of service, which is widely recognised and looked at with envy in

many countries but very often taken for granted in Hong Kong. There

is international pressure on us to review our local postage rates, since
the Terminal Dues® debate in UPU is still going on, and while we have
successfully averted the immediate imposition of a hefty increase of
Terminal Dues on Hong Kong at the most recent round of the UPU
Congress, the strong voice for rationalising the Terminal Dues System

by using operating costs and local postage as yardsticks for calculating
Terminal Dues cannot be resisted for very much longer. A review on local
postage rates and related fees and charges is long overdue.
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The delivery and courier industry is a thriving business. Technology may
take away some hard copy transmission, but physical conveyance and
delivery is still indispensable whenever trading activities exist. That is
why major international couriers are still investing heavily to develop their
networks. There is no reason for HKP not to participate actively in this
area and exploit fully our potentials and comparative advantages for the
benefit of the whole community. There must be a willingness to take up
some risks and challenges conceptually, administratively and politically,
sort out the limitations inherent with the institutional structure of HKP
and give HKP a clear direction for sustainable development.

It is not without regret that | have to leave HKP at this most interesting
and challenging juncture. Time and tide wait for no one and the
Government's retirement rules for the Civil Service are carved in stone.
In the past two years, | could do no more than identify some of the
problems facing HKP and try to resolve some of them, but time is
running out for me, and the task will fall on whoever takes over from me.
| can assure my successor that the work in HKP will never be boring. My
colleagues in all ranks are aware of the situation HKP is in and will give all
the support they can and use their collective wisdom to forge a sure and
bright future for HKP

| shall look forward to enjoying an even more efficient but still affordable
postal service.

/ I

TAM Wing-pong

Postmaster General and

General Manager of the Post Office Trading Fund

' Trading Fund is an accounting entity within the Government establishment to manage
and account for the operation of a government service and is funded by the income
generated. The Post Office Trading Fund was established on 1 August 1995.

2 Kahala Posts Group includes Australia Post, China Post, Correos Post, Hongkong Post,
Japan Post, La Poste, Korea Post, United States Postal Service, Royal Mail and
Singapore Post.

3 Terminal Dues is a way to calculate the charge paid to destination postal administrations
for delivery of a letter sent abroad.



08

2BPIAE R
Corporate Overview

ERBBRBLEI67F EXABRTTE
PR ARBER - WHEAB LR M 45 E %
& o FEE AW T E SR RER R - BB
BNARRRAEENEEZARED D - BFIFA
BRER HRIEFEEERNAHPIHAM
AR R AR AR+ LA Ko o B2t 5745 3tb Z60 (i 4
BB - EMATRIEHAERE - BRAE
B AR

199558 A + EEBHFABNEEESENE
fF - BREITREA™ RIEHE REBARFS -
BATRREEEBRASBMANAXERNES A
B BT RNMS LRSS BEBRE
ESTEHRARBER - YHMZTENER
E

f£2007/08F X - A KT AREET4008
HEMS - BMORENENBEESED -

0 B AR 7%
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With 167 years of history, Hongkong Post has a close and longstanding
relationship with the community and has grown with Hong Kong's
booming economy. During the territory’s continuous evolution,

Hongkong Post has remained an integral part of contemporary life in
Hong Kong. Along with a rich and proud heritage, we have developed
and maintained an extensive network of local retail and distribution
facilities and forged strong relationships with other postal administrations
worldwide to provide the community with a reliable, efficient and
affordable postal service.

In August 1995, Hongkong Post began operating as a Trading Fund.
Apart from fulfilling our obligation to provide a universal postal service
to members of the public, we also play a dual role as a government
department and as a business entity. In order to cope with the keen
competition that exists, we have striven to continually improve our
service levels in terms of both quality and product range.

Hongkong Post handled nearly four million mail items every day
in 2007/08, and plays an important role in facilitating trading and
commercial activities in Hong Kong.

YDm =15
Logistics Services
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Significant progress has been made in order to benefit from the
Mainland’s robust economic expansion by implementing a number of
new initiatives in conjunction with the China Post Group. In positioning
Hong Kong as a gateway to Mainland China, these initiatives focus on
enhancing cross-border direct mail and Speedpost services, and on
providing a one-stop logistics solution in Greater China.

Hongkong Post continues to support local enterprises in sending their
postal items to our counterparts overseas. More than 20% growth was
recorded in outbound registered air mail and parcels during the year.

Looking ahead, despite the vast range of communication technologies
available, Hongkong Post believes that the traditional postal service will
stand the test of time. We wiill continue to focus on ways of achieving
business growth and diversification. We are planning to open another
e-Post Centre to capitalise on outsourcing opportunities; expand and
enhance our logistics services; and strengthen our role as an Asia

BAFE  ZEEEBIEATARBHEERMARN Pacific mail transit hub while adding more value-added services for
A o international mail.

e SHEK BFEK

Retail Services Philately E-services
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Mr. Michael CHUNG, Assistant Postmaster General (Postal) » RAEDIRA SR E RS

Mr. Dan CHOI, Assistant Postmaster General (Business Development) o .
Mr. TAMWing-pong, Postmaster General To be recognised worldwide as an outstanding

Mr. CHAN Yau-fung, Deputy Postmaster General pOStﬁ' service
Mr. FONG Yeun-tsin, Assistant Postmaster General (Corporate Development)
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BELE — BABERATREMNGENE—IK In Linking People, Hongkong Post strives to fulfill our social obligation
& B eREERENERERE - £ to bring people together locally and around the world by delivering
MEmEERSMERET—EAE - BB correspondence and merchandise promptly and reliably at uniform,

TAEENHEEFE - affordable prices.

i — BSE R R = R In Delivering Business, Hongkong Post creates added value for the
ATRRRHEBRERAGR  RESSEHK economy of Hong Kong by providing business solutions to different
HIERRT] - (e AARBKEIEE - sectors and maintaining the viability of Hongkong Post through

diversification into new business areas.
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To be a totally committed and valued workforce To care about our customers
» BABRATL - RUBERBSBEBOAE N e Rl e

To achieve consistently the highest level of customer satisfaction » BRERE - BAORE - HEAIF - BERE
» BUSRIFHAE - B RIDRIRERA To excel through development,

To be a viable business with sufficient resources to invest teamwork and innovation

in our future

» SIERE - BRER

To anticipate changes and respond proactively
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Strategies
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World Class People

» BRENR A
Customer Focused
Organisation
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Cluster of Goals
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Management
Succession
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Job Competency
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Career
Development
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High Morale

» SR
Cultural Alignment
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Good Employer

» EEEZ
Learning
Organisation
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Know the
Customers
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Customer
Satisfaction
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Customer Loyalty
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Productivity
Enhancement

» BEEHEHIR AR
Cost Control
» HREBKIER
Business Growth
» BOEKIETS
Business Expansion
» BERVER
Loss Minimisation
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Mail volume

Hongkong Post serves Hong Kong's 2.85 million residential and business
addresses. In 2007/08, we handled 1.41 billion mail items, which on
average is 3.86 million items per day and represents an increase of 5.8%
compared with 2006/07. During the year, over 8 million copies of annual
reports were handled and around 14 million election mail items were
processed, both of which convey critical information to stakeholders

and are essential to the continued prosperity of Hong Kong. Of the total
traffic handled, local mail accounted for 87.6% and international mail for
12.4%, representing volume increases of 6.2% and 3.2%, respectively,
compared with the previous year.

Major overseas destinations
The USA, UK, Australia, Mainland China and Japan remained major
destinations for international letter mail and parcel traffic.

At FH4E (mams)

1,270 1,301 1,331 1,409 |1,500 1,065 1,080 1,110 1,162 1,235
<
~
> =
5 9" |I -
- - [ ]
1,200 - == .
- @ = g *.
- - m. C7>.
mcE
900
600
300

03/04 04/05 05/06 06/07 07/08

Local mail volume (million items)

1,500

1,200

900

600

300

@520 M FEAR 820% FEEM @ B4 [ RS 0 BASRE
Asia & Asia Pacific North Local mail Local mail Registered mail
826% B America 8 EEBH 8 BHEEBESRE 8 Eft
Europe @1% mEEM International mail Hongkong Post Others
- South Circular Service
;F’J_H America s
Africa At BBRIE

Local CourierPost



ﬁ;zﬂ&mg Post 2007/082\3

R#RE

EEBLRETHUBAE  S2XBTEH L
7t BRABBROBAEETSERER - T8
BARENRE D BFHEEHEED - MR
BRI AMIIRREEREDR LA - BRF
REFEHR T THEE -

BMBRE

E2007/08F - B BHERNARARBE
437387 WY E—FHEIM63% - EXER
MR FANIHEERS5.8% K -

WA BB R
2007/084F E M B 1R A B 39.6 87T &
2006/07F [E £ F+8.0% ° 2007/08 4 [E K& 1E
BN HABEI28ET  OREX[/EETEE
FIHEN12.2% °

BB & (man)
International mail volume (mitiion items)
191 190 191 169 174 200
2' 2. Nl
og. 5. 160
120
80
40

03/04 04/05 05/06 06/07 07/08

8=
Air mail

@ ¥
Surface mail
FrIREIR
Speedpost

]

nnual Report

Performance

Hongkong Post’s mail business has continued to grow with the
increasing trend of economic trade through the Internet and the
rise in commercial volumes. As the majority of our mail volume is of

commercial nature, concerns about an increasingly challenging economic

environment, both locally and globally, have created some uncertainty in
regard to mail volume for the coming year.

Financial performance

Hongkong Post recorded total revenue of HK$4,373 million in 2007/08.
This represents growth of 6.3% compared with the previous year and
was mainly attributable to the 5.8% increase in mail traffic during the

year under review.

Revenue and operating cost

Operating costs for the year were HK$3,960 million, representing an
increase of 8.0% compared with 2006/07. Operating profit totalled
HK$412.8 million for 2007/08, with a rate of return amounting to 12.2%

on Average Net Fixed Assets.

WA cewamn)
Revenue (Hks million)

# % Total $4,373
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General Mail Service
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Miscellaneous Revenue
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Operating costs (HKs million)

# % Total $3,960

@ 52,100 ETHA
Staff Cost

@ 51,531 —MREISEERS

General Mail Operating Expenses

THAX

Administration Expenses
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Full implementation
by mid-2009
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Mechanised Letter

Sorting System

To meet changing operational and
service needs, and to enhance
operating efficiency, a replacement
Mechanised Letter Sorting System
(MLSS) is being installed in phases.
With advanced technologies,

the new MLSS combines and
improves the functions of the
Optical Character Reader (OCR),
Video Coding Machine (VCM) and
Letter Sorting Machine (LSM)

to streamline and optimise mail
flow. Installation of the new

MLSS began in phases in January
2008, and full implementation is
expected to be completed by
mid-2009.
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Rationalisation of Branch Network and Services

Post offices are primarily set up to meet government'’s social objective of
providing postal service within easy reach of the population living or working
in a locality, and we had 128 post offices in the retail network as at 31 March
2008. With a view to optimising resources, four counter offices were closed
down in 2007/08, namely, WWong Chuk Hang Post Office, Garden Road Post
Office, Harbour Building Post Office and Canton Road Post Office.

During the year, due to leasing issues, we relocated the Kowloon Bay Post
Office, and temporarily closed the Causeway Bay Post Office until suitable
premises can be secured in the Causeway Bay area.

To align counter opening hours with traffic pattern and customer flow, and
thus better serve customer needs, an extensive review of the business
hours of counter offices was carried out during the year. After a trial period,
the business hours were revised for Causeway Bay Post Office, Cheung
Sha Wan Post Office, Kowloon East Post Office, Shek VWu Hui Post Office,
Tsat Tsz Mui Post Office, Tsim Sha Tsui Post Office, Airport Post Office,
FoTan Post Office and Tsuen Wan Post Office.
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Maintenance Programme for
Post Offices

To provide a better environment
for our customers and staff, a
maintenance programme was
initiated in October 2007 for all
post offices to be refurbished

in a regular cycle. A Senior
Maintenance Surveyor was
seconded from the Architectural
Services Department to oversee
this programme, and 14 post
offices were earmarked for
renovation in the first year.
During the year, major renovation
work was conducted at Stanley
Post Office, Hennessy Road
Post Office and Heng Fa Chuen
Post Office.
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Service since 1937
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Restoration of Stanley Post Office

Stanley Post Office is the oldest post office in Hong Kong and has been

in service since 1937 It was restored to its original condition during a
refurbishment programme in 2007 and now serves both as an operational
post office for the local community and as a historical tribute and charming
tourist attraction for Hong Kong.
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Access 1.6 million addresses

in Shenzhen
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Cross-border Direct

Mail Service

In response to market demand
for more efficient communication
between Hong Kong and the
Mainland, we have partnered
with China Post to develop cross-
border direct mail. Shenzhen was
the starting point for providing the
service in the Mainland with the
goal of extending the service to
other major Mainland cities.
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Over 1 million items would be
processed in 6 months
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Hub and Logistics service

An important milestone in the logistics collaboration between Hongkong
Post and China Post Logistics Co. Ltd. (CNPL) was reached in December
2007, in providing one-stop logistics solutions in Greater China. Ve signed
a Logistics Collaboration Memorandum of Understanding with CNPL

in January 2008 to set the framework of the co-operation and position
Hongkong Post as the local sales and execution operation and transhipment
hub for CNPL. The opening of the Hongkong Post Logistics Centre in

Tuen Mun at the end of March 2008, to provide warehousing and logistics
services for CNPLs key corporate clients, symbolises a significant landmark
in providing a one-stop logistics solution in Greater China.
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Expanding the e-Post business
Our e-Post service is a simple and
effective way to help customers save
their time, money and manpower

on processing massive invoices and
statements. We provide a one-stop
shop service including printing,
enveloping, posting and delivery and
leave the customers free to focus on
their core businesses.

A new e-Post Centre was established
in July 2007 to take advantage of a
growing market. The e-Post Centre is
certified by the Architectural Services
Department to meet the high level of
building security required in handling
confidential information.
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Promotion of Letter Writing

“One Person, One Letter” Free Post Day

Hongkong Post is considered to be amongst the best performers in the
world in delivering mail and we took the opportunity of the World Post
Day on 9 October 2007 to promote letter writing by organising the “One
Person, One Letter” Free Post Day. This is the fourth time Hong Kong's
postal service has invited the public to express love and care by means of
a personal letter, free of postage, to a recipient in Hong Kong. More than
10,000 personal letters were sent through the Free Post Day activity.

Writing letters to Santa Claus

To encourage children to develop the habit of letter writing, Hongkong
Post invited children to write to Santa Claus before Christmas 2007.
Some 400 letters were received in this programme and 50 lucky ones
were selected in a draw by the Finland Consulate of Hong Kong together
with the Postmaster General. These letters were then personally
delivered to Santa Claus in Finland by the Postmaster General during his
duty visit to Finland Post in November.
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e Further invest in the e-Post service and establish another
e-Post Centre to capture the business opportunities arising from
the outsourcing of statement printing and consolidation.

e Expand the direct mail business in collaboration with Macao
Post to facilitate the exchange of direct mail with Macao.

B PR E 4 %75 International mail business
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e Sign Memorandum of Understanding with Korea Post,
collaboration agreement with Singapore Post, and Direct Mail
Agreement with Macao Post to enhance mutual business
cooperation and competitiveness.

e [aunch an iMail® service in July 2008. This service automates
major procedures that significantly reduce the time required for
mail preparation by customers. An electronic clearance system
has also been developed to facilitate customs pre-declaration
and expedite clearance in the destination country.

e Develop more value-added services, including insurance
and online electronic payment to meet the posting needs
of customers.

e Develop a special service which combines the merits of speedy
postal clearance and high-quality local delivery service of
overseas postal administrations.

e |ntensify work to support small and medium enterprises
(SMEs) to meet their special posting needs. A special delivery
arrangement combining commercial freight, tax payment and
local postal delivery is being developed to meet increasing
demand for delivery of goods sold online to overseas buyers.

e Develop strategic cooperation with China Post by offering a
tailormade international mail delivery service to online sellers in
the Mainland.

e Consolidate Hong Kong's role as an Asia Pacific mail transit hub
and a sub-hub for the Mainland.

e Foster closer cooperation with the Airport Authority and airline
partners to develop our international businesses.
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e Expand our logistics offering by developing freight products and
acquiring new customers for an integrated logistics service in
the Greater China region through joint postal service offer with
China Post Logistics Co. Ltd.

e | aunch a one-stop e-shopping service which includes direct
mail and web posting together with a fulfillment service and a
payment collection solution.

e Develop a service package, including e-Post, PayThruPost,
Direct Mail and space rental in response to the demand from
insurance companies for a one-stop postal solution to meet
their varied business needs.
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2007 marked the second year of our three-year Productivity and
Quality Management System (PQMS) programme. This is staffed
by a team of industrial engineers and operations managers who are
spearheading the productivity improvements in the three main mail
processing centres. The targets of the programme are to achieve

a 5% increase in the productivity index and reduce the manual
mis-sort rate by 20% by the end of September 2009.

In 2007/08, workflow in various units of the International Mail
Centre was studied and streamlined. Lean management concepts
such as 5S and Kaizen programmes, designed to enhance
continuous improvement in terms of efficiency, have been
successfully introduced on the shop floor.

The PQMS project is financed by the Quality of Service Fund of
the Universal Postal Union with the ultimate aim of improving letter
post service quality and a particular focus on speed, reliability and
customer satisfaction. Cumulative savings of 23,000 man-hours
have been recorded since its implementation in August 2006.

Looking forward, the project team will capitalise on the opportunity
of the replacement of the MLSS to further enhance mail flow

and the efficiency of mail processing. Work procedures will be
re-engineered and new postal tools will be developed to support
the MLSS and to maximise the benefits of automation.
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Our Contribution to Speedpost Letter Logistics Philately
International Initiatives Service Business

BEDIRERR
Universally connected without
boundaries
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Speedpost Service Letter Business Logistics Philately

Our Contribution to International Initiatives
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Advanced technologies help to streamline
and optimise mail flow.
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Mechanisation accelerates mail processing.
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The Universal Postal Union (UPU) is a specialised United Nations agency
comprising 191 member countries. Delegates of member states meet
at the Universal Postal Congress every four years to discuss and vote

on major issues. Hongkong Post participates in the UPU meetings as a
member of the People’s Republic of China delegation and plays an active
role in the UPU and in the Asia Pacific Postal Union (APPU). This has
included participation in the Express Mail Service (EMS) Cooperative,
Terminal Dues Work Group and Parcels Sub-Group, as well as the Asia
Pacific Postal Cooperative.
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Promoting Hong Kong'’s reputation and

influence in the international arena

Hongkong Post serves as one of the seven members of the EMS
Cooperative Board of the UPU. The Board was established in 1999 and
is open to non-state entities to improve Express Mail Service standards
worldwide. We also co-chair a study sub-group of the UPU’s Terminal
Dues Project Group, which was established to help design a new
terminal dues system, which is a mechanism whereby the destination
postal administration charges the originating postal administration for
processing and delivering inward international mail.

Hongkong Post is also one of seven Management Board members of
the Asia Pacific Post Cooperative, established in 2000 to promote
service improvements in the region. In November 2007 Hongkong Post
was elected as the Chair of APP

Facing the challenge of increased pressure
on international postage rates

The postal administrations of many developed countries have been turning
to corporatisation or privatisation. Their domestic postage therefore not only
reflects the cost of delivery, but may also represent a substantive profit.

With profit-making in mind, the postal administrations of these countries
proposed to link the Terminal Dues rate to the level of their domestic
postage, which would result in a sharp increase in Hongkong Post’s
outbound payment. In view of the significant financial impact on
Hongkong Post, we have solicited support from the China Post, the
postal administrations of Asian Pacific countries and other low tariff
industrialised countries, as well as certain unions, to adopt a more
sensible Terminal Dues proposal for a lower increase rate, which was
voted on and passed by the UPU Congress. However, we still have to
face a substantial increase in Terminal Dues payment during the fouryear
period 2010-2013. In addition, the developed countries will continue to
push for a further increase in their Terminal Dues. As Terminal Dues
constitute a majority of the cost of outgoing international mail, such an
increase will inevitably have to be borne by senders.

Mounting pressure for an increase in postal charges for international
letter mail services is looming in the face of escalating costs.

The cost of fuel has seen rapid ups-and-downs, and without a stable

fuel price the conveyance costs for international and local mail remain
unpredictable. Moreover, there has been greater competition from the
commercial sector for sufficient allotment in aircraft for our mail items, which
is another factor which will bring about uncertainty in conveyance costs.
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“Convenient, fast and
reliable— Speedpost
gives me more options
to suit my posting
needs. "
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Hongkong Post

strives to provide
efficient and
convenient service

to customers.
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Speedpost is
recognised for
its efficiency and
reliability.
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Taking advantage of both the rapid economic growth and the strong
demand for express delivery service in the Asia Pacific region, we have

been working to establish closer strategic cooperation with overseas
postal administrations and commercial sectors in order to sharpen
Speedpost services and fully address contemporary customer needs.
Hongkong Post is one of the six founding members of the Kahala Posts
Group (KPG), which was established in 2004 together with Australia
Post, China Post, Japan Post, Korea Post and the United States Postal
Service. In 2006/07, La Poste, Correos Post, and Royal Mail joined this
collaborative network. The vision of KPG is to offer a reliable date-certain
express service and enhanced parcel service within the region.
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Cooperation with China Post for launch of

“Next Moming Delivery” and “Next Day Delivery” Services
With the sustained economic growth in the Mainland and the effect of

the Mainland and Hong Kong Closer Economic Partnership Arrangement
(CEPA), commercial activities between the Pearl River Delta region and
Hong Kong have been intensifying, generating a large demand for urgent
delivery of items between the two areas. We have been collaborating with
China Post to deploy a more efficient delivery network for handling urgent
postings between the Mainland and Hong Kong. As a result, the “Next
Morning Delivery” and “Next Day Delivery” services were launched in the
Pearl River Delta region in the first half of 2007 to help customers tap into
the business potential in the Mainland market. These two services were
well received by customers and the coverage was further extended to
some other provinces in the Mainland of China in January 2008.

Next Working Day Delivery Service to Key International Cities
Hongkong Post has been actively seeking closer cooperation
opportunities with other postal administrations such as the United States
Postal Service, Japan Post, Thailand Post, India Post and others, with a
view to improving the service quality of Speedpost and extending the
“Next Day Delivery” service to more international cities.

Speedpost FreightPLUS Service to India

Increasing growth in the trading activities between Hong Kong and India
has not only boosted their import and export volume, but also set the
stage for an international courier service. We adopted a new delivery
network and launched a brand-new FreightPLUS service to India in
November 2007 The FreightPLUS service offers simplified procedures
for multi-piece shipments and a higher weight limit but is economically
priced with no fuel or remote area surcharges.

Introduction of Speedpost Online Account Zone (SOAZ)

on the Speedpost website

To address the diversified posting needs of Speedpost customers,

the Speedpost Online Account Zone (SOAZ) was established on the
Speedpost website in July 2007 Through this Internet platform,
Speedpost customers can easily register for the Delivery Notification
service to get the delivery status of their Speedpost items to destinations
including the Mainland, the United States, Japan, South Korea and
Australia, check the posting history of their Speedpost items, prepare
posting documents for FreightPLUS services, register for any Speedpost
promotion program and check their monthly bonus point entitlement. More
online functions are being developed for the future to provide even greater
customer convenience.
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Letter Business

“HEBREATFRM
PHEHNREREFR "
“e-Post service offers
a comprehensive
solution for sending
bills to my clients. ”

PN SEBBRN2007/08FEREBBEABMFR ©
Hongkong Post handled over 8 million copies
of Annual Reports in 2007/08.

BiB99% MAMBRBFEHNRFET —EIERIERMA ©
Over 99% of locally posted letters were delivered to addressees
M by the following working day.

FEE B UFE2007 F7 A RERAEE o
The new e-Post Centre commenced operations
in July 2007.

BMFHEXREEI.86 HEBHEHF o
We processed an average of 3.86 million mail items daily.
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Cross-border Direct Mail Service in the Mainland

Hongkong Post has partnered with China Post to develop cross-

border direct mail between Hong Kong and the Mainland. The service
was introduced in response to market demand for more efficient
communication between Hong Kong and the Mainland as a result of the
increasingly prosperous social and economic interaction between the
two places. Business enterprises in both regions can use the service to
develop cross-border business opportunities.

Shenzhen was the starting point for providing the service in the Mainland
with the goal of extending the service to other major Mainland cities. The
Hong Kong-Shenzhen Direct Mail Service was launched with a kick-off
seminar on 16 January 2008. The event successfully aroused interest
from several companies in a variety of industries to explore business
opportunities triggered by the new service.

Hong Kong enterprises can leverage on the comprehensive mailing
address database and one-stop-shop Direct Mail service of Shenzhen
Post to expand their business to Shenzhen. By the same token,
Mainland enterprises can utilise the Hongkong Post Circular Service,
our unaddressed mail distribution network, to communicate with their
target recipients in Hong Kong.

Hongkong Post partners with Macao Post to launch
Cross-border Direct Mail from Macao

Hongkong Post has collaborated with Macao Post to provide a cross-
border Hongkong Post Circular Service to advertisers in Macao. This
initiative is in response to the market demand of advertisers in Macao to
communicate with customers in Hong Kong.

In 2007, there were 650,000 Hong Kong visitors to Macao, accounting for
26.7% of their total visitor arrivals. Hong Kong is therefore an important
market for the hotel, restaurant, leisure and entertainment industries in
Macao. With the Cross-border Direct Mail collaboration of the two postal
administrations, enterprises in Macao can now gain access to our direct
and cost-effective unaddressed mail promotion channel to reach their
target customers in Hong Kong.

Development of new e-Post Centre

Market research conducted in 2007 revealed there is a sizeable market
demand for an integrated service covering data management, printing
and mail delivery. To satisfy the market need, we established a new e-Post
Centre in Shau Kei Wan in July 2007 The sophisticated equipment in the
e-Post Centre enables us to provide a comprehensive, integrated postal
solution to our clients.
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International Initiatives
Logistics

BERBBYIRRETEIE
REFENMHEREELE
WEE "

“Hongkong Post’s
logistics service satisfies
all my inventory and
supply chain
management needs. "

"Iuﬂ' I_Llj Lll.lg
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N EEBEYRPLONBA  BERERESBBETEBBEYREELHEEZEREY -
The opening of the Hongkong Post Logistics Centre represents an important

milestone in the logistics collaboration between Hongkong Post and China
Post.

REMFEEERFBHBYIR P O RENIMIEEZRE -
Warehousing and stock management are two major
services provided by the Hongkong Post Logistics Centre.
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Linking people with our Gift Fulfillment Service

Hongkong Post extended the popular Gift Fulfillment Service, previously
offered only during major festivals such as Valentine’s Day, Mid-Autumn
Festival and Lunar New Year, to cater yearround for the needs of
customers in Hong Kong who wish to send gifts and greetings to
relatives, friends or business partners in the Mainland or Hong Kong.

Providing logistics services in Greater China

Hongkong Post entered into collaboration with China Post Logistics Co.
Ltd. (CNPL) in January 2008 to establish Hongkong Post as the local
sales and execution point as well as the transhipment hub for CNPL.
Both parties will work together to provide logistics services in the
Greater China Region and develop an international freight forwarding
business.

The scope of services includes warehousing and stock management,
pick-and-pack, local delivery, online order tracking, import and export
declaration, import license application, arranging cross-border
transportation and freight forwarding services. The Hongkong Post
Logistics Centre was opened in Tuen Mun in April 2008.

ShopThruPost

With the booming Internet sales trend and the popularity of the
ShopThruPost website, annual sales have recorded an encouraging
growth of 102% as compared with last year. As at 31 March 2008, there
were nearly 9,000 registered members patronising our ShopThruPost
service. A revamped ShopThruPost platform is underway and due for
launch in late 2008 to support the new one-stop e-Commerce service.
We have capitalised on festive sales with a “free gift with purchase”
promotion as well as issuing a monthly e-newsletter to promote new
offers and products.
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“WMNER AL — BAAM (2007F583H)
“Mainland Scenery Series No. 6: Shilin, Kunming”
(3 May 2007)

Overview of 2007/08 Special Stamp Issues

During the year we issued 14 sets of special stamps with a wide variety
of themes ranging from scenery and festivals to Chinese martial arts
and civic education. For some issues the themes were carried through
from previous issues, such as “Hong Kong Butterflies” promoting
environmental concern and “Heartwarming” stamps to encourage love
and care amongst the community. Special commemorative stamps
marked specific occasions like the anniversary of the reunification of
Hong Kong with China. International cooperation as in a joint issue with
Finland on fine woodwork broadens philatelists” appreciation of stamps
as well as culture and arts from other countries.

‘BT (200785822H)
“Chinese Martial Arts” (22 May 2007)

‘BHBHERI" (2007F6814H)
“Hong Kong Butterflies II” (14 June 2007)

‘BERBRTHRER TEF" (2007F7A18)

“The 10th Anniversary of the Establishment of the Hong Kong

Special Administrative Region” (1 July 2007)

‘HE — BEHSRT  BEEEEETASE" (200767H518)
“China—Hong Kong Joint Issue on the 10th Anniversary of the
Reunification of Hong Kong with China” (1 July 2007)
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‘RESEBHHSHESAIE2007 METHWEHR/NEER"
(2007%8H3H)

“Stamp Sheetlet to Commemorate Hongkong Post’s
Participation in BANGKOK 2007” (3 August 2007)

Firaiavia

‘BEAELE" (2007F9H20R)
“Declared Monuments in Hong Kong” (20 September 2007)

- Hongkong Post - 2007/08 fn’gnfaﬁieport 35

Apart from stamp issues, the 2007 Annual Stamp Album and Stamp
Pack provided a full collection of all special and commemorative
stamps, souvenir sheets and stamp sheetlets issued by Hongkong Post
in 2007 with detailed descriptions of each theme and commemorative
event. A limited edition special album, “The 10th Anniversary of the
Establishment of the HKSAR Prestige Stamp Album”, marked the
significant event and the successful implementation of “One Country,
Two Systems”

Civic
Education

SN B

“NE#HA” (2007%F8H23RH)
“Civic Education” (23 August 2007)

“EBEEZE 1" (200710811 8H)
“Christmas Stamps II” (11 October 2007)
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EEELPFHEBNER Nurturing an interest in philately among youngsters
BRE—SHESIEE  WRIFESLOFHEHE To further promote philately and sustain interest among young collectors,
B R - F/ B B 2007412 4 £20084F the 9th InterSchool Stamp Exhibits Competition was held from

2 ABAEER I " ENERB I ERETLEE" - A December 2007 to February 2008, in conjunction with the Education
BEAE Bt - Lk EWRS|IHiB2007 242 Bureau. Over 200 students participated in the Competition. An award
HHEA o fFRIE TR BREEE N 20084 presentation and exhibition opening ceremony was also held in

AREIT - BAEBBFIEL —RE S HER April 2008. To mark the occasion, we issued a souvenir cover together
RIBEAALRED - AsFEE o with a special postmark and a commemorative cachet.

‘BRI T (BE)” (200851 H261)
“Year of the Rat” (26 January 2008)

‘HEEE — FEMBERT | RERBE" (2007F 11 A28)
“Hong Kong, China - Finland Joint Issue on Fine
Woodwork” (2 November 2007)

‘MRS RFIE LS — FiE" (20085F2H28H)
“Mainland Scenery Series No. 7: Huanglong”
(28 February 2008)

“ELE” (20079128 28H)
“Heartwarming” (28 December 2007)
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BE2009HBERER Hong Kong 2009 Stamp Exhibition

AIXRBERBNERASHERETEYT 8 To support and promote awareness of stamp collecting as a hobby in

BHREENERBRITH "FHE20098E = Hong Kong and other parts of the world, Hongkong Post will sponsor

Ea" RHA2009F5R14E17H - " & the Hong Kong 2009 Stamp Exhibition to be held in Hong Kong from

2000 EREw" A LHMBRY - WED 14 to 17 May 2009. The Hong Kong 2009 Stamp Exhibition will be

NEBEE S =T - organised by the Hong Kong Philatelic Society under the patronage of
the Federation of InterAsian Philately (FIAP).

“&BIEF" (200838 14H)
“Hong Kong Flowers” (14 March 2008)

FRER (BB RIITTRER Y+ AFLREALSEZM) 2007 F ¥ EEZM)
Limited Edition “The 10th Anniversary of 2007 Prestige Annual Stamp Album

the Establishment of the Hong Kong Special
Administrative Region Prestige Stamp Album”
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Committed to fulfilling your needs
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“Hongkong Post
cares about my
postal needs. ”

RIFEEE

F£2007/085F [E - HAETBUEI2, 161 EEE &
B Sy E—FAMEN - CEELFNETF
AR BEHRMANKREERERE L -

FEWEE2 116 EET - 81117 (38%) 2 HFE
BALARTS - R B 76217 (36%) = M B H AP K

RIGHETRENE -

FR - RPREEIREFE B B £ —FRER
219.4% - W E 84,0120 1 FF - KD
B SRR B AL ARTS ©

BEERRE

BB ABRHRAE
RIBEBMH AR 2007 FHEEMERBHAE
AR - BIARAGE AH 6878 = Z R M AR
BHREIFE-  RREEBREAR)SBEER
AR ARTS o

EEBRNEEASREERE

2007 FEERMEREAENERS ATE
90% MEF B RPN RGZIRE BRI mE - &
B RBIKERSFERERNBETS A
93% #195% °

SN - B TT R TR B 401,678 B R
B RERE BrEABREMRZEDEZ
S IEEHIRRR

Complaints vs. compliments

Compliments from customers continued to increase over the previous
year. We received 2,116 compliments during 2007/08, which marked the
seventh consecutive year of steadily-increasing customer bouquets.

Among the 2,116 compliments received, 811 (38%) were in appreciation
of our counter service and 762 (36%) were in recognition of our

delivery service performance. These figures demonstrate a high level of
commendation from the general public.

A considerable drop in complaints of 19.4% was recorded in 2007/08
as compared with the previous year. A total of 4,012 complaints were
received, most of which related to delivery and counter services.

Customer satisfaction

City University of Hong Kong Survey

Postal services ranked second among 68 major local goods and services
companies in the 2007 Consumer Satisfaction Index recorded by the
City University of Hong Kong, signifying our ability to provide world-class
service to customers.

Hongkong Post’s Customer Satisfaction Survey

The 2007 Customer Satisfaction Survey provided encouraging results,
indicating customer satisfaction levels of 90% with our hotline services,
93% with our counter services and 95% with our delivery services.

Some 1,678 comments expressing customer appreciation were
received in the survey as well, indicating a positive relationship between
Hongkong Post and the community.



o

HBBEASEZERNEBRLSmHEETER -
Our Postshop offers a wide selection of postal souvenirs
for customers.

BERHRWE7620FEEEE  BERMNKERBRE
762 compliments were received in recognition of our
delivery service performance.

BEEHHMOEE TS -

M Compliments from customers continue to increase.

-
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Customer Liaison Group (CLG)

Hongkong Post is committed to providing efficient, reliable and affordable
postal services, and we highly value our relationship with customers.
With this in mind, we set up the Hongkong Post Customer Liaison
Group (CLG) and Philately Liaison Group (PLG) to exchange views with
customers on our service performance. These two Groups consist

of a total of 60 members. In 2008, we have for the first time invited
representatives from all District Councils to join our CLG. This provides

a channel to facilitate the exchange of views on postal operations and
service matters with local community representatives from all regions in
Hong Kong.

The objective is to enhance customers’ knowledge of our postal and
philatelic products and services, whilst at the same time improving our
understanding of customers’ needs and their views on our postal and
philatelic services. This opportunity to gauge customers' opinions on
our performance and quality of service helps us to improve operational
efficiency and enhance service standards.

Relationship with the media

To enhance understanding among the media and members of the public
of our work and the improvement of our performance, we organised a
number of press briefings and media tours to visit our operations during
the year. We are pleased to be ranked second amongst all government
departments by one of the major print media in respect of our quick
response in handling enquiries.
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Visits were organised to enhance customers’
knowledge of postal operations.

ERNEERS  BERSHITAMBNBHERER -

Press briefings were organised to keep the media
abreast of the latest development of Hongkong Post.

BEEB A NMEAERRTEE

BEERREEEHEZ . J
Customer Liaison Group Meetings are arranged

on regular basis to foster closer links with
customers.
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PostalPlus for SMEs

PostalPlus for SMEs is an effective communications platform linking
Hongkong Post and local SMEs. It was established in September 2003
and we now have more than 36,000 corporate members. During the
year, we provided regular updates on postal solutions and smart tips

for successful business. In addition to postal news, we frequently

shared market intelligence with members. We also organised seminars
and networking activities with international trading or online service
platforms, to which we invited practitioners to demonstrate their success
stories of business matching and online trading. Through these activities,
our members were able to obtain useful market information and
enhance their business competitiveness through worldwide

postal services.

Customer Relationship Management

Hongkong Post is dedicated to instilling a Customer Relationship
Management (CRM) philosophy in our sales and marketing operations.
During the year, we proactively analysed customer requirements for
postal services, reviewing their background, preference and purchase
patterns, and devising competitive marketing campaigns and offers to
satisfy their needs, with a view to sustaining our business growth in
the long term. We have applied Customer Relationship Management
intelligence in our daily service operations and our Customer
Relationship Executives have communicated effectively and provided
exemplary service, helping to improve customer loyalty.
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“ The Speedpost Online Account
Zone service provides me with

instant access to my up-to-date

account information. ”

ENERENERENRE o

Mobile and wireless technologies
are deployed to improve both the
accuracy and speed of information
flow in the dispatching process.
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Meeting business development needs

To assist in the business development of logistics, we implemented in
March 2008 a fully-integrated logistics solution which includes a
Warehouse Management System and a Wireless Inventory Tracking
System to support the operation of the new Hongkong Post Logistics
Centre. This powerful solution provides support to the execution of all
key processes such as goods receiving, inventory management and
order processing to ensure fast and accurate fulfillment. Additionally, the
advanced bar code and wireless technologies used in the solution help to
further enhance efficiencies.

To enable expansion of our printing business, we completed the
revamping of our e-Post Centre network infrastructure in March 2008
to strengthen its security protection and to increase the network
capacity. All customer data is protected inside the highly secured e-Post
environment. We will continue to strengthen our infrastructure and
security measures so as to meet the stringent requirements from the
financial and public sectors.
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Continued improvements in e-services to customers

To enhance convenience and efficiency for customers using Speedpost,
we launched a new online service, Speedpost Online Account Zone
(SOAZ) in July 2007. Using this round-the-clock service, Speedpost
account customers can enquire about posting history, place a request for
pre-printed address packs, prepare posting for certain mail services and
instant access to their up-to-date account information.

Leveraging on our postal and e-shopping infrastructure, we are
revamping our ShopThruPost system to facilitate a convenient
e-shopping service. This one-stop e-commerce service will provide both
the promotion and logistics tools to cater for information, physical and
monetary flows together with the requirements of e-business to be
conducted on the new platform.

The Hongkong Post website has received a number of awards relating to
website accessibility in recent years. To further improve this service, we
completed the implementation of the voice portal feature in early 2008.
Visually impaired users can now access our website without the need to
install special screen-reading devices.

Deployment of wireless and mobile technologies
With the successful launch of the e-Ticksheet system in 2006/07, we
deployed more PDAs to delivery offices to improve both the accuracy
and the speed of information flow in the dispatching process.

We also deployed PDAs in the Air Mail Centre for the verification of
outbound registered mail items so as to achieve a high level of accuracy.

Apart from the Internet tracking facility provided through Hongkong
Post's website, Speedpost customers can now enjoy email updates
on delivery status for Speedpost postings to selected countries.
Delivery status updates through SMS wiill be provided for the premium
Speedpost “Next Flight Out” service to be launched in 2008/09.

Streamlining internal processes

The implementation of the Inward Mail Information System has
improved the availability of information for inbound air mail. Real-time
flight information from the Hong Kong International Airport is employed
to support day-to-day operations.

The electronic workflow processing system has been extended to
include contract staff recruitment, helping to speed up this process.
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Delivering our best at all times
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Our People :

REEFABNBISARERE I
BRI ERRAZ - AEAEMULL T 4% -

A teambuilding programme for
managers and representatives
from staff unions was organised

to strengthen their mutual
understanding.

FRBFESRME-RIIZHFA
REIERERAR ©

A series of new induction
training courses has been
provided to newcomers during
the year.

BB R Training and Development

FR - BEEBHBEIRP OEEERZ T During the year, the Hongkong Post Staff Training Centre continued to
RIEFIGRIE - AR — S EGEEL - IR A deliver a wide range of training programmes with the aim of fostering
RO TEREL - AT REEREERS - 5l a motivated and customerfocused workforce to better serve the

H 2 $2006/07F £ #32,497 B &2 J1Z=  community. The number of training man-days increased slightly to
2007/084E#932,830H ° 32,830 in 2007/08 compared with 32,497 in the previous year.

BHIIREFT S BERSRE - IMA—RAEH After a thorough revamp of the training curricula, a series of new

ABIIBRRRE  HEPTRABANFTREA induction training courses has been provided to newcomers of different

BABBARE - WA & H MBI levels to facilitate their integration into the Hongkong Post family and
alignment with our corporate culture.

2007/08F E#1T T 2 EMNEZ KO - # A comprehensive Training Needs Analysis was conducted in 2007/08 to
It BB BB ATMEBERZME ABHRET A 88 help design competence development programmes for all Postal Officer
BREFE UBMMERGED - @ERED grade and Postman grade officers, in order to prepare them for

PREK o upcoming challenges.

BMERZEBE THHERBE - BFEBFALT We emphasise teamwork involving all staff to achieve a total
RO REEERY - BMAKERASR commitment to service throughout the organisation. A teambuilding
Mg T2RRBIHEBGERIE - UEERE programme for managers and representatives from staff unions was
FIR T BEFNA1E © organised to strengthen their mutual understanding and collaboration.
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We also endeavour to provide managers with knowledge and skills
required for effective management and to widen their management
perspective. During the year, we offered a wide range of training and
development programmes to different ranks of managers, including
postal management courses conducted at the Asian-Pacific Postal
College, a national studies programme in the Mainland and a local
certificate course on service excellence. To provide senior officers with
adequate support in acquiring leadership skills and best management
practices for meeting the challenges ahead, we have also sponsored
senior officers to attend a renowned Executive MBA Programme.

Health and Safety Programmes

Supported by the Civil Service Bureau and the Occupational Safety and
Health Council, the International Mail Centre (IMC) was selected as the
first office among all government departments in Hong Kong to launch
the Work Safe Behaviour Programme. This emphasises the need for
individual safety awareness and behavioural changes from staff who
should apply effective observation and feedback themselves in order to
attain a high level of safety performance.
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A study tour to Singapore Post
was arranged for “Best of the
Best” awardees.

RENEBHITHIBHEEZZNEEE
BRZEMEBRITHEEIER
Refresher training on road safety
and bicycle skills was organised
for postmen serving in rural areas.
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The 5S Revamp Campaign was also launched in November 2007

to revitalise the momentum of 5S within the organisation. 5S is a
philosophy and a way of organising and managing the workplace and
workflow, especially a shared workspace, to improve efficiency, safety,
productivity and service. Four model offices from different divisions were
selected for the first phase of implementation and a train-the-trainer
approach will be added in the next phase.

Following a thorough risk assessment of the workplace, personal
protective equipment such as safety vests and shoes with enhanced
features were distributed to all staff. To enhance manual handling work,
a light hand-trolley was introduced for all delivery postmen to cope
with the demands arising from the delivery of bulky postal items as the
volume of these items has soared significantly in the past few years.

The Occupational Safety and Health Council (OSHC) was invited to
design a tailo-made training course on “How to Prevent Dog Attacks”
for our outdoor staff. This was followed by seminars organised by the
Society for the Prevention of Cruelty to Animals (SPCA), which provided
the expertise in understanding dog behaviour to ensure that safety
training for our staff is well-rounded.

Refresher training on road safety and bicycle skills was also organised for
postmen who serve customers in rural areas.
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Donations to voluntary organisations

Hongkong Post continued to promote a caring culture in the community
by donating part of the proceeds from sales of the “Heartwarming”
stamps to help elderly and disabled people in need. Donations were
presented to the Society for the Relief of Disabled Children, Make-A-
Wish Foundation of Hong Kong Limited, Heep Hong Society, Against
Child Abuse Limited, Harmony House Limited, the Senior Citizen Home
Safety Association, Chi Lin Nunnery, the Hong Kong Society for the
Aged, Fu Hong Society and Hong Chi Association during Christmas and
the Lunar New Year.

PostCare Club

Staff volunteers belonging to the PostCare Club serve the community

in their own time, alongside family and friends. During the year,

PostCare Club members actively participated in a number of social
service activities to offer volunteer work to help people in need,

including home cleaning and paying visits to elderly people. The PostCare
Club received an "Award for Active Participation” from the Secretary

for the Civil Service in appreciation of its enthusiastic participation in
volunteer service.
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Our responsibility to the environment

Hongkong Post is committed to help protect the environment and
support sustainable development within the community. We are keen
to ensure that our services and internal operations are conducted in an
environmentally responsible manner. WWe have put in place a number of
“green” office practices to save paper and energy, reduce waste and
recycle materials. We promote environmental awareness among the
staff, with a view to encouraging efficient and prudent use of resources
and energy in all our operations.

Environmentally-friendly initiatives and

achievements in 2007/08

Nowadays, the public has become increasingly concerned about nature
and the environment. A set of commemorative stamps entitled

“Hong Kong Butterflies II” was issued in June 2007 This stamp issue
depicted four species of butterflies in Hong Kong, promoting the
awareness of nature conservation.

In support of the Clean Air Charter, all post offices undergo regular indoor
air quality (IAQ) checks. Our new Shau Kei\Wan Delivery Office, Kwai
Chung Delivery Office, e-Post Centre, Kowloon Bay Post Office and
Hennessy Road Post Office have successfully been registered in the
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“Hong Kong Energy Efficiency Registration Scheme for Buildings” for
compliance with the Code of Practice for Energy Efficiency of Lighting
Installations.

During the year under review, we continued to utilise environmentally-
friendly postal vehicles. Two more Liquefied Petroleum Gas (LPG)
vehicles have been introduced, making a total of six LPG vehicles in the
fleet and helping to reduce emissions. In addition, more Euro-IV and
other environmentally-friendly vehicles are being introduced to replace
postal vehicles at the end of their lifecycles.

We are committed to promoting green management. In the International
Mail Centre, 400WV high bay lights were replaced by 120WW Compact
Fluorescent Energy-Saving Lamps. VWWe monitor the use of photocopying
paper closely and reduce printing of documents as much as possible.
More than 30% of the photocopying paper we use is made from
recycled paper.

\We seize every opportunity to promote environmental awareness among
staff. Last year for example, we recycled 43,000 used laser jet cartridges
and supported the Community Chest Green Day together with various
environmental outings and tree-planting campaigns such as the Tree
Planting Challenge 2007 and the Civil Service Tree Planting Day.
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Our Speedpost service received the Universal Postal Union’s Gold
Level Certification for the sixth consecutive year.

Speedpost

In 2007, our Speedpost service was awarded the Universal Postal
Union's Gold Level Certification for outstanding express mail
performance, for the sixth consecutive year.

The award is based on the Universal Postal Union EMS Cooperative's
audit and measurement programme, which is conducted by an
independent consultant throughout 203 express mail service
operators. Criteria for the award include delivery performance,

timely provision of tracking data and call centre performance. Gold
Level Certification was awarded to only five postal administrations
worldwide last year.

Our excellent performance for Speedpost also received the following
recognition in 2007/08:

Prime Award for Brand Excellence 2007 — Express Services
Category, organised by PRIME magazine in July 2007

Best SME Partners 2007, organised by Economic Digest in July 2007
Hong Kong Leaders’ Choice Award 2008 — Express Service,
organised by Metro Finance in February 2008

The awards received by Speedpost are testament to our commitment
to providing a speedy, convenient and value-formoney international
courier service to our customers, and unparalleled support in helping
smaller businesses to grow.

EBBBMNB HEBRRE  TEFARSSERE -
Hongkong Post’s efforts were recognised with a
number of awards during the year.



PR 7% 218 Service awards

AEBBEREBEEREFENSE NEERR - Hongkong Post's efforts in terms of customer service were recognised
WHEF ARG EEIE - HA - “2007F 282 with a number of awards during the year. It is encouraging that in the
BEREEBE" XF49EBFIBFIL 0 - M Civil Service Outstanding Service Award Scheme 2007 we received

E BBV ESPPI S8 — BB (l8E - B4 S A four departmental awards and one team award among 49 government

5330 departments.

BB 22 Departmental Awards

BERKR —TF Service Enhancement Award — First Runner-up

BREARFRE — #74E Best Public Image Award — Bronze Award

HPIEIER — 2 F (B S - 5 Bddighr,) Partnership Award — First Runnerup (Project Name: Integrated Call Centre)

ERFIE1ESE — FF (BHSWE  FERR) Partnership Award — Second Runnerup (Project Name: Science in the
Public Service)

Br{hs Team Award

—MDNHARIEEE — B (REE5 (- TERRES) General Public Service — Merit Award for Yuen Long Delivery Office

pEoh - BAFLE RIFEELLE - BEBBNBEERR Our customer service also receives good recognition in comparison
BNMEXESN EEEEEEEREH BN against service organisations in the private sector. We were honoured
EEERREALE2007" 1 BMIEEATWIEA twice in the Customer Service Excellence Awards 2007 scheme organised
BRER by the Hong Kong Association for Customer Service Excellence (HKACE):

R — AT RIRE  LENEEM (i & EHE Silver Award — Internal Support Service category for our Productivity
EBEErE)) and Quality Management System (PQMS)
$R#& — SN E RIFFIIRTE - A58 R/ Silver Award - Field & Special Service for Shek Wu Hui Delivery Office

EZHE

FEBBRETH "BAEFHNTREMALZ +EAF 2 BEBR/IFK - EEHEF 25 B R Er
SERNEEBRIMAL2007+F - K HERER HHIEE - EXERBIRMAEXH
FREREEAZERALHRE -

Other recognition

The hologram stamp sheetlet of “The 10th Anniversary of the Establishment of the
HKSAR" received first prize in the “Promotion & lllustration” category of the Holography
Awards 2007 organised by the International Hologram Manufacturers Association
(IHMA). This achievement demonstrates that we have gained international recognition
among professionals in the holography industry.
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Our Pledge

BiE E3:)
Targets % Performance %
BR#5 %% Performance Pledge 2007/08 (08/09) (07/08)
2 3th % B B 2B 44
Local and International Mail
1. ARFEHARFET —EAILERREREA 98.0 99.8
Deliver locally posted letters to addressees by the following working day.
2. BEHBHR=EIERNIRERSEA 99.0 100
Deliver Bulk Economy letters to addressees within 3 working days.
3. A/BEHGE KBS AT AR A (R U E TR RRE W A 99.0 100
Deliver Hongkong Post Circular Service items within 4 working days.
4. HOMZEEAMREERREARE - BIAMREE A T —EIER 99.0 98.6
XiE NP EEMIIRMZE R A
Deliver outward airmail items, posted before the advertised latest time
for posting, to the first available air carrier within the same day or
the following working day.
5.  ABMZEHEL AR R E I ERAIRER G A 99.0 100
Deliver inward airmail items within 2 working days after arrival in
Hong Kong.
6. THRARBRERETB/HBEMELEANRKESS MERFAR 99.0 100
TETEHEREORMEA - Btz =T ERAIKE
Deliver local and inward parcels within 2 working days after day of posting
or arrival to Hong Kong, Kowloon and major coommercial and industrial
areas in the New Territories, and within 3 working days to other areas.
7 HOMZESRNNEBERRERIRT - BIRAINKRFERX T —EIER 99.0 100

XE MR FEEEMMIRMZE A A

Deliver outward air parcels, posted before the advertised latest time for
posting, to the first available air carrier, either within the same day or
the following working day.
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Targets %

3
Performance %

BR3% %34 Performance Pledge 2007/08

1 IRBIE K K th B R IR
Speedpost and Local CourierPost

(08/09)

(07/08)

8.

FFRFIE PR ARSI R TS & KL R = PR SIAR 2B R A HR A
Provide pick-up service for Speedpost items within the period as
specified in the Service Information Sheet.

9015

100

H AR REEBANPEERBREAIRE - IRREFEBXERZERQR]
BAGTELREEMIL

Deliver outward Speedpost items accepted before the specified latest

i3

times for posting to air carriers on the same day, subject to availability of
outgoing flights.

cQ5

9919

10.

AP FFRZIRE A F AT - ATRE BIRZEK A - AR FEEER
AR T —EIERIREWR A - SRERRIZEE EF7 B aEER AL
FRREREM - FE B _EF AR BRER A

Deliver inward Speedpost items on the same day for items arriving
before noon, or the next working day for those arriving later. Subject to
special arrangements, deliver before 9:00am inward Speedpost items
that arrive before 6:00am.

cRB

9919

1.

N b TR IR I B {4 H AR S R = P S IR AR R
Deliver Local CourierPost items according to the standards specified
in the Service Leaflet.

B AR 75

Retail Business

%85

99.8

12.

HEICRFERNEER AL 105 AR AR
Serve customers within 10 minutes during non-peak hours.

98.0

98.4

13.

FICRE/ R BRI E25 D ENBIRHRY (R
Serve customers within 25 minutes during peak hours or periods.
(Please see Notes)

98.0

989

14.

TERL TR FL A & 25 DA TYER 16 5 8B ATTAK,
Reset private franking machines at counters within 15 minutes.

98.0

100

15.

MBI E F BB R AR TS P a] E mm ey TIER 16 D EEAITEAK
Deliver products under the Local Standing Order Service at counters
within 15 minutes.

98.0

99.6
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Targets % Performance %
BR#%%5% Performance Pledge 2007/08 (08/09) (07/08)
EBRHBHER
Philately & PostShop Products
16. BERNERIEBERTE AEEE B MR BRG] EAE S 100 100
Make products available for collection under the Local Standing Order
Service on the first day of issue of the related special stamps.
17, RUEEINBRE R B 1E N E TER N 2T R TS B o 100 100
Despatch overseas orders within 6 working days from date of
receiving the order.
18. #UBIRFEE Bist N EALERAPZFAREBIRSFE 100 100
Open new philatelic accounts within 6 working days from date of
receiving the application.
19, FAUREZSHb 0 RS EDERERED 07 B s 18 7 N A Y E R AL TR Mg dm ik U (4 A 99.0 100
Deliver local orders for Postshop products within 6 working days from
date of receiving the order.
EFRERE
Certification Authority
20. ETIHEE TIERNIZ A BB BTN E FIXE RIS RE 99.0 100

Process applications for Hongkong Post e-Cert within the working days
stipulated below:

s:m = (1.}\) - :96
e-Cert (Personal) — 3 days

FREE () —+X
e-Cert (Organisational) — 10 days

FHEE (%) —+X
e-Cert (Encipherment) — 10 days

FHEE (ARR) — X
e-Cert (Server) — 10 days
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Targets %

3
Performance %

PR % %34 Performance Pledge 2007/08

AR IR

Hotlines

(08/09)

(07/08)

21.

SRE = EANN2M AR ES
Answer calls to Hongkong Post hotlines within 3 rings, i.e. within
12 seconds

MBI EBEREHERFE

Application for Postal Services

90.0

95.4

22.

£ R B TERHEE THIARFEHIERRS
Process applications for the following services within 5 working days:

o BHEAE

Post Office Boxes

{88 [B1 5 AR 75

Freepost

[EEIEELNTE

Business Reply Service

4% 720 2% 01566 AR 75

International Business Reply Service

F FAFLAEDE = EDH

Use of Private Franking Machine
FRAERTEHRESIRS

Opening of Deposit Accounts for posting of mail in bulk

BHEERS

Redirection Service

100

100

23.

—(EATIERNHEZ B SBBUB R Z RS R
Process applications for Hongkong Post Circular Service within
1 working day

100

100

24.

i RBRReESRETH  FHENEICA T PINERE  EENFNEARESRSELY - BEE

— (AT ERN P2 B IR RIS R R &R
Process applications for Permit Mailing Service within 1 working day

=R RN £ TARNRE B2 - EREKREAE KR EITE RS -

Notes: Peak periods include the first days of issue of philatelic products, seasonal pressure periods such as
Christmas, Lunar New Year and the government bills peak collection time such as the whole month of January
and the last week of April, July and October. Details of specific peak hours for individual post offices are displayed

in the public hall.

99.0

99.0
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B ZE2008F3 A31 B L FE MM B HRE

Viability

Profit and Loss Account
Balance Sheet

Statement of Changes in Equity
Cash Flow Statement

Notes to the Accounts

Report of the Director of Audit

RRBCEBESIRN) (F430F) £7 (4) FEEEBERIER

Post Office Trading Fund
Financial statements for the year ended 31 March 2008

Prepared and submitted pursuant to section 7(4) of the Trading Funds Ordinance (Cap. 430)
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(a) BEEEERRE

(b) WA ABEBTTET)

(c) i ABEETTA)

(d) BBiRAEH (ABSEBTE)

(e) B2 (CABEMHET)

(f) #&& ABEETA)

Q) £EN (BAS/ESEENE )
(h) ERIEERA &)

() BLBAZK

Rate of return on Fixed Assets
Revenue (HK$ million)
Expenditure (HK$ million)

Profit after tax (HK$ million)
Traffic (Million items)

Investment (HKS$ million)
Productivity (ltems per man-hour)
Unit handling cost (HK$)

Total number of staff

2007/08 2006/07
3] =&

Performance Performance
12.7%
4,115
3,668
459
1,331
59

116
1.57

7411

61



B3R
Profit and Loss Account

HZ2008%3H31HILEFEE for the year ended 31 March 2008

HBELERS Post Office Trading Fund

TR 2008 2007

Note  #B¥HK$000 PEHEHKS'000
0] Turnover 3 4,373,158 4,115,134
EIERA Operating costs 4 (3,960,365) (3,667882)
EEEF Profit from operations 412,793 447252
H KA Otherincome 5 136,374 88,107
BRELATZ T Profit before tax 549,167 535,359
I8 Taxation 6 (77,044) (76,113)
BRBIEZER Profit after tax 472,123 459,246
BRERE Proposed dividend 7 236,062 229,623
EE&EERRE Rate of return on fixed assets 8 12.2% 12.7%

E66E97 BB AUIRE N —#7 -

The notes on pages 66 to 97 form part of these accounts.
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EEBER
Balance Sheet

A2008%3H31H as at 31 March 2008

HBBEEESE Post Office Trading Fund

ERBEE
Y - RERBEH
BN LHEEHEEN
VAR
HEMBES
G
T

REEE

i
RIRIRS - 120 RIBHHE
FEBRE A L 1R
HERBNES
BT

BT

Bé RBITHS
HBAME

e
RO T A
FEAREE AL IR
R
HEEEFE
BEEAERBAR
R AR

AR

EEENRE

BEFRE
BARK#EE
LEESEN
BRRHR
R &
BERE

Non-current assets

Property, plantand equipment
Operating land lease prepayment
Intangible assets
Held-to-maturity securities
Structured notes

Structured deposits

Current assets

Stocks

Debtors, deposits and prepayments
Amounts due from related parties
Held-to-maturity securities
Structured deposits

Bank deposits

Cash and bank balances

Current liabilities

Deposits

Creditors and accruals
Amounts due to related parties
Tax payable

Net current assets
Total assets less current liabilities
Non-current liabilities

Deferred tax
Provision for employee benefits

NETASSETS

CAPITAL AND RESERVES
Trading fund capital
Developmentreserve
Retained earnings
Proposed dividend

R
Note

10
11
12
13
14

12
14

16

17
18
1%

63

2008 2007
HB¥HK$'000 7B #HKS'000
2,646,947 2,676,278
196,021 200,122
29,256 42,805
383,043 =
458,705 =

38,907 144,631
3,752,879 3,063,836

4,992 2,791

209,444 167741
18,103 14,136

- 62,537

103,377 240,000
1,958,486 2,098,962
148,465 123,355
2,442,867 2,709,522
(129,223) (163,672)
(946,684) (820,515)
(372,496) (317427)
(71,627) (46,269)
(1,520,030) (1,347:883)
922,837 1,361,639
4,675,716 4,425,475
(19,227) (29,844)
(436,102) (417744)
(455,329) (447588)
4,220,387 3,977887
2,585,296 2,585,296
243,664 243,664
1,155,365 919,304
236,062 229,623
4,220,387 3,977,887

EEBBER
BEHRELER R
200849 H18H

FE66E97 AN ALIRE N 5D

’—1——_ L (ﬂ~—~>
b

TAM Wing-pong

Postmaster General and General Manager,

Post Office Trading Fund
18 September 2008

o The notes on pages 66 to 97 form part of these accounts.
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FHEERR
BRBREF
ENRE
FRER

2008 2007
B¥HK$'000 FEHEHKS'000

Balance at beginning of year 3,742,604
Profit after tax 459,246
Dividend paid (223,963)
Balance at end of year 3,977,887

FO6EI7 BB AUIRE M —#D

The notes on pages 66 to 97 form part of these accounts.
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HERER

Cash Flow Statement

HZE200853H31HILERE for the year ended 31 March 2008

HBBEEES Post Office Trading Fund

EERANRERE
EIERM
WE - RBRSEMITE

BN e HE SRS

BB EH#H
HEME - REREMER

B BB EE I/ Ojd)

FEHIRR S 2 & 1R N
& {5 B3 A R SRIE Hn

AR AT E ($5h0) /B
FE R At iRAR (3800) /R
RENTESRTENRS KA

BB
R EEEA RS R
REEENASTE
A SR BB3E A BT
ST

BABZEMRNES
BORERRNES

BAGBILES
BEYWX - RBLRSMM

BVEE

EUFLE
REREEBNREFE
BMERENRERE

ERTEE
REMEEBNWRESFR
REREEARE (BL)/EBMFEE

FONRERERREIAE

FRNRAERERREIRR

Cash flows from operating activities

Profit from operations

Depreciation of property, plantand
equipment

Amortisation of operating land lease
prepayment

Amortisation of intangible assets

Loss on disposal of property, plant and
equipment

Increase /(Decrease) in provision for
employee benefits

Increase in creditors and deposits

Increase in amounts due to
related parties

(Increase)/Decrease in debtors
and stocks

(Increase)/Decrease in amounts
due from related parties

Cash receipts from derivative
financial instruments

Tax paid

Net cash from operating activities

Cash flows from investing activities

Increase in structured deposits and
bank deposits with original
maturity over three months

Purchase of held-to-maturity securities

Redemption of held-to-maturity
securities

Purchase of structured notes

Purchase of property, plantand
equipment and intangible assets

Interest received

Net cash used in investing activities

Cash flows from financing activities
Dividend paid

Net cash used in financing activities

Net (decrease)/increase in cash and
cash equivalents

Cash and cash equivalents at
beginning of year

Cash and cash equivalents
at end of year

R
Note

20

65

2008 2007
B¥HK$'000 B #HKS'000
412,793 447252
118,140 113,369
4,101 4,101
5,882 15,784
169 255
24,068 (9,680)
141,390 87,868
20,912 4,854
(16,485) 1,981
(3,967) 497
13,576 —
(62,304) =
658,275 666,281
(105,149) (436,023)
(384,690) -
62,262 38,389
(459,056) -
(102,712) (52,433)
97,831 75,303
(891,514) (374,764)
(229,623) (223,963)
(229,623) (223,963)
(462,862) 67,554
1,529,317 1,461,763
1,066,455 1,529,317

66297 AN AULIRE M —&D

o The notes on pages 66 to 97 form part of these accounts.
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—REHR
SOEEHE1996F7 AR RE(EER
E FEBI) (F430%) £3 - 4K6{FER
REE - E1995F8ATHRUBRES
BED -

BRELEECNTIEXBERMIE K
W N M AR - I 200051 A &K
PR IZERER  TERBRRETE
EMRTS - H2007F4 R REEFE
ERBHBHRELEESEBNANRD

}E'T/ N\ ©

TEETEER

(a) FEERIEHH
R BERFTERRE L ARNGT
RANKPAAEROE B BRE %
Al (w25 EReREEe
sHED A& BN AT A E A B BB &
BMBwEER - FEERTENLR
2R R  BRELEESHMR
M EESTBRBENAT -

RN IRV LR DY
RIETMEBPBERELE WA
SR ERER - WAL EFESE
MBHRELENTEHERELER
THPEERR IR AUBREX
FE - RAMBHRBFIIENE
BUMBHREERNETR [T
B W Mg AN ER -

(b) wREBHMRANER
BRIEA T AT BERFT 0T E 2 B
TERARFEIIRS - A
BROBEERG ARBERAE

5 -

General

The Post Office Trading Fund (“POTF") was established on 1 August 1995
under the Legislative Council Resolution passed on 19 July 1995 pursuant
to sections 3, 4 and 6 of the Trading Funds Ordinance (Cap. 430).

The principal activities of the POTF are provision of general postal and
ancillary services, and electronic services after the POTF became a
Recognised Certification Authority in January 2000. With effect from April
2007, electronic services are provided through a contractor under the
supervision of the POTFE.

Significant accounting policies

(a)

(b)

Statement of compliance

The 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”). Asummary of the significant
accounting policies adopted by the POTF is set out below.

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 POTF'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”

Basis of preparation of the financial statements

The measurement basis used in the preparation of the financial
statements is historical cost except that derivative financial
instruments are stated at their fair values as explained in the
accounting policies set out below.
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HBBEEES Post Office Trading Fund

2. FESHEX @)
(b) WAV BHRRNVER (48)

(c)

AU A BB SRS RIS
RABEEREEL AN  HR
B3 o LLBHINT - fhE REREY
SYHBENER  UREE B
& AR S WO - 1S
st AR - AR
REMABBIER TRAAENE
HEETE « 1R RE AR AR
BHOERT - BIRA LS RE
BIEA IR AE & A EIEE
ERRRE - 3 EREEREES
AT -

pEME RAEBRREERER
A o MEFHART BRI R EER]
HifE) - RIZIER] @ N E MR
SEHERTRERTHE B R ARRAIH
MOEFE  AZETEEZH R
RIRHAREIHERR,
BRELERESHBRGTBRDT
R R LRI RS B & 51 HIE -
MO R EBRESEESLEY
AREHEENRR  NEERE
EETBRP I T FEEMEENT
ABEE - HANEEMABNR
EfE - WERERFHREAFEDN
R

M=~ RigKEH
FE1995F8 A1 A B R EH M E & &
HEeWmE - RIBLSM - RO=2
RIESRBKIBRELERES
HIRZ P FTSIMESER R AERN A E
AR © 1995F8A1HIAREEN
W - RENEM - GRNBER
KRENEREZRASAR -

Significant accounting policies (continued)

(b)

(c)

Basis of preparation of the financial statements (continued)
The preparation of financial statements in conformity with HKFRSs
requires management to make judgements, estimates and
assumptions that affect the application of policies and reported
amounts of assets and liabilities, income and expenses. The estimates
and associated assumptions are based on historical experience
and various other factors that are believed to be reasonable under
the circumstances, the results of which form the basis for making
judgements about the 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 POTF'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 nextyear.

Property, plant and equipment

The property, plant and equipment appropriated to the POTF on
1 August 1995 were measured initially at deemed cost equal to the
value contained in the Resolution of the Legislative Council for setting
up the POTF. Property, plant and equipment acquired since 1 August
1995 are capitalised at the actual direct expenditure of acquisition and
installation.
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2. FESHEX ®)

(c)

(d)

MR - RIEREM (&)

AT EIEMEE - 3B R 2t AR
B RAHTE RMERERBEE
BERBRATIK GEE2() :

- [URHEELHMHWBARET -
THED I RIEN LS
HEER (EE2(d)

- BERELEESHEM
BRET BFMENLT
BRIFFEEE + AR

- RERSEM BEREARK
- REh#s RERE

R A o

WERRRYME - REL[VHOM

A ERER - R EE AR R

B - BIABAEEIHIER A

B - BRAMAERFRHOT

- fUREE BT RIERF
BRI EF I A Al E A 1
&R eBE AT ETE

IS

-  HipEF 20 - 404F
- HRAREKE 5
- RERER 7-15%
- B 4-5%F
- ERESR 5

HEME - RIBRBMOERE - )
BHEMFRIBFREBREERN
IREENEZREETE  YRHEE
R R AR

ANTEEHEER
BNLHEEHEERRUNEE
i B BETFEN R L E
e THMOELEREANR
REERABRTRKAENRERR
AHEEE RAERREBRIIR (2
2(f) o L E D AB R RFIER
HEF I -

Significant accounting policies (continued)

(c)

(d)

Property, plant and equipment (continued)

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

—  buildings held for own use situated on leasehold land. The land
element is treated as an operating land lease prepayment (note
2(d));

—  other buildings held for own use appropriated to the POTFE The
land is regarded as a non-depreciating asset; and

— items of plant and equipment, including furniture and fittings,
plantand machinery, motor vehicles and computer systems.

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

—  Buildings situated on leasehold land are depreciated over the
shorter of the unexpired term of lease and their estimated useful
lives

—  Otherbuildings 20-40vyears
—  Furniture and fittings 5years
—  Plantand machinery 7-15years
—  Motor vehicles 4-5years
—  Computer systems 5years

Gains orlosses arising from the disposal of items of property, plantand
equipment are determined as the difference between the net disposal
proceeds and the carrying amount of the item and are recognised in
the profit and loss account on the date of disposal.

Operating land lease prepayment

Operating land lease prepayment is the land element of the payment
for a building held for own use situated on leasehold land. The land
element, accounted for as an operating lease, is stated in the balance
sheet at cost less accumulated amortisation and any impairment
losses (note 2(f)). The land element is amortised on a straight-line basis
over the unexpired term of the lease.
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2. FESHEEX @)

(e)

(f)

(g)

BIEE

B EEBREBANEHEER
REERMeEREIHIE A FREK
ANME - BB R A AR LA
17 MEBRELEETACHE
RRARTKAETE - GRNF
HEAEREMML - EXNMCERE
REETIEMIHER - BVEE
R AMEINER Rt MATADRIE
BEIIR (GER2(f) -

2 7 B OB R M TR
5 B4 0 (54F) DAE % 71 A 9B
W

B E & E HRE
EBEEEAFEETEE (B4
W~ RSN - BN DA
HEERLELEE) WIkEE -
NHEER SR HIRETR © NHR
BENR - ERBEEENKEES
KA EI SRR - RIA BRE R
BerEBRERANERAR - BED
AT Y (o] BB A th B (B R R (M
EPHREE -

TRHEERERMERE

(i) #mmER
BRELEEZSHEKIM
BEEXSHARKNMAE
HEMEERTRABEET
HIDRE: RpMEmERT
H - BH AR ERRR
FERmMESZREMSR
BE-

Significant accounting policies (continued)

(e)

(f)

(9)

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 POTF
has sufficient resources and intention to complete development.
The expenditure capitalised includes the direct labour and cost of
materials. Intangible assets are stated at cost less accumulated
amortisation and any impairment losses (note 2(f)).

Amortisation of intangible assets is charged to the profit and loss
account on a straight-line basis over the assets’ estimated useful lives
of byears.

Impairment of fixed assets

The carrying amounts of fixed assets, including property, plant and
equipment, operating land lease prepayment and intangible assets,
are reviewed at each balance sheet date to identify any indication
of impairment. If any such indication exists, 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
inuse.

Financial assets and financial liabilities

(i) Initial recognition
The POTF 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, held-to-maturity securities and other financial
liabilities.
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2. FEEBER (8) Significant accounting policies (continued)
(g) eMEEREMEAE (B (g) Financial assets and financial liabilities (continued)
(i) WMEwER (&) (i) Initial recognition (continued)

EMEERERMABERYIE Financial assets and financial liabilities are measured initially at
AFERHE: AFEBEE fair value, which normally will be equal to the transaction prices,
ZERNRRE - MBEEHREA plus transaction costs for loans and receivables, held-to-maturity
REWIRS - FHE WM& securities and other financial liabilities that are directly attributable
SREMEBEEmS - A to the acquisition of the financial asset or issue of the financial
MERKEeREENES liability. Transaction costs on trading financial instruments are
EHmABEMAEESIBNZS expensedimmediately.

A XZBENERT A
B BRAE LB 8

iﬁﬂl%%@ﬁ T AEE The POTF recognises financial assets and financial liabilities on

B &G H TZ’JE”‘ the date it becomes a party to the contractual provisions of the
EE REBTREERTFHE instrument. Regular way purchases and sales of financial assets
E-ZERBEARNEMS L are accounted for at settlement date.

ERERKHNESREE -
AR W H AR ©

(i) 28 (ii) Categorisation
XBHZEHEMTA Trading financial instruments
FHELEESTRERE The POTF does not acquire financial instruments for the purpose
EamIAEMER % & e of trading. However, derivative financial instruments that do
M RIBEBGHEASE not qualify for hedge accounting are categorised as “trading”
K&/ IA: ﬁE R R E under HKAS 39, “Financial instruments: Recognition and
2] AEERBEHRgIHA measurement”’

HTESMTARAIRSH
BIWDLE -

HIBE0PRHNANEITE Embedded derivatives that are separated from the host contracts
TE (GEE2(g)v) TMBEE (note 2(g)(iv)) are also categorised as “trading” under HKAS 39.

B EEREINREA IR
D& DM

R A& E’J TRMITAEZATF Trading financial instruments are carried at fair value. Changes in
BHR - A FENEBNE the fair value are recognised in the profit and loss account in the

AR HARSI AR RE o period in which they arise.
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Significant accounting policies (continued)
(g) Financial assets and financial liabilities (continued)

(ii)

Categorisation (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 POTF has no intention of trading. This
category includes debtors, amounts due from related parties,
structured notes, structured deposits, bank deposits and cash and
bank balances.

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

Held-to-maturity securities

Held-to-maturity securities are non-derivative financial assets
with fixed or determinable payments and fixed maturity which
the POTF has the positive intention and ability to hold to maturity,
other than those that meet the definition of loans and receivables.

Held-to-maturity securities are carried at amortised cost using
the effective interest method less impairment losses, if any (note
2(g)(v)).

Other financial liabilities
Other financial liabilities are carried at amortised cost using the
effective interest method.
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2. FESHEE (&)
(g) tHEERSBMERE (®)

(iii)

(iv)
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BEAVFEFEREEREKT
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ETETASRH T8BEL
1 4% B P B 48 B AR (FE R
2(g)(ii)) °

Significant accounting policies (continued)
(g) Financial assets and financial liabilities (continued)

(iii)

(iv)

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.

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 contractis accounted
foraccording to its category (note 2(g)(ii)).
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Significant accounting policies (continued)

(9)

(h)

(i)

(i)

Financial assets and financial liabilities (continued)
(v) Impairment of financial assets

The carrying amounts of loans and receivables and held-to-
maturity securities are reviewed at each balance sheet date to
determine whether there is objective evidence of impairment.
If any such evidence exists, an impairment 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.

Stocks

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

Cash and cash equivalents

Cash and cash equivalents include cash and bank balances, and other
short-term highly liquid investments with original maturities of three
months orless.

Provisions

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

(n

Salaries, staff gratuities, and annual leave entitlements are accrued
and recognised as expenditure in the year in which associated
services are rendered by the staff. Staff on-costs, including pensions
and housing benefits provided to the staff by the Government, are
charged as expenditure in the year in which services are rendered.

The POTF has set up a Mandatory Provident Fund (“MPF") Scheme
by participating in a master trust scheme provided by an independent
MPF service provider to comply with the requirements under the MPF
Schemes Ordinance. Contributions paid and payable by the POTF to
the Scheme are charged to the profit and loss account.

Income tax

() The Government requires the POTF 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
taxand movements in deferred tax assets and liabilities.

(i)  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.

(i) Deferred tax assets and liabilities arise from deductible and
taxable temporary differences respectively, being the differences
between the carryingamounts 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.
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Significant accounting policies (continued)

(N

Income tax (continued)

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
amounts 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 the
balance sheetdate and is reduced to the extent thatitis nolonger
probable that sufficient taxable profit will be available to allow the
related tax benefit to be utilised. Any such deduction is reversed
to the extent that it becomes probable that sufficient taxable
profit will be available.

(m) Revenue recognition

(i)

(ii)

Revenue from postal services is recognised as the services are
provided. Allowance for a measured share of stamp income for
the amount of revenue from postage stamps sold in respect of
which postal service has not yet been provided is made at the
year end.

Interest income is recognised as it accrues using the effective
interest method.
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2. FESHEX ®)
(m) WA RYHERR (&)

(n)

(iii)

(iv)

ERFNEZEZEHEEREE
S F B EAEHKAE
AR #EDEBBHRENFNE
WA BT - BEF
REHEAS R T ALEER
BRI (BE B rEsE B
B) AMFEA RS RA KX
e EAZEMEESS
B BE R IR EDFEATE A R
BRRE - BRELEESH
AEERMXE @8 %
B TEMNMA G QIRFAR
AReRE BFAEEAR
EEERE - BERMRNGE
BRA KOS IT WA T H
FEER (BRATEERA
KRR D) - ZHK
ANFABEMBERITE

ERMTANERBEERH
TR T AW HERBER
HRAER - XHPENE
MITENAFEZS EE
ARSI AE[IEEHE
B RAER

H AU A A B ERERERR o

HNEERE
FRAMINERBRHNR ZRZ 5B
BRI E B o AINERE
MEBREERBBEHNEERNE
KB RBY - B RIRERIE
ABERA °

Significant accounting policies (continued)
(m) Revenue recognition (continued)

(n)

(iii)

(iv)

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 receipts or payments 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 POTF estimates cash flows considering all contractual
terms of the financial instruments but does not consider future
credit losses. The calculation includes all fees received or paid
between parties to the contract that are an integral part of the
effective interest rate, transaction costs and all other premiums
or discounts.

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
profitand loss account in the period in which they arise.

Otherincome is recognised on an accrual basis.

Foreign currency translation

Foreign currency transactions during the year are translated into
Hong Kong dollars at exchange rates ruling at the transaction dates.
Monetary assets and liabilities denominated in foreign currencies
are translated into Hong Kong dollars at exchange rates ruling at the
balance sheet date. All exchange differences are dealt with in the profit
and loss account.
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2. FESHBEE @)
(o) BEAL
HHEBLEECERE(EEESD
&G K REBERITERE
BRI g sHERS - EEFE
N BHEEEESGENRD
BEALT BRBESEERERK
Y - BN ERIBNBEEEKXR
FENNEEES RV ERAEERN
METLE A BEBIRETSE

Significant accounting policies (continued)

(o) Related parties
The POTF is a separate accounting entity within the Government of
the Hong Kong Special Administrative Region established under the
Trading Funds Ordinance. During the year, the POTF 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.

3. EHH Turnover
2008 2007
BEEHK$'000 AHEHKS$ 000
— MREL IR AR TS General mail services 4,221,774 3,938,635
BRURBETIEERS Electronic services - 9,372
HETEUA Miscellaneous revenue 151,384 167127
4,373,158 4,115,134
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EERA Operating costs
2008 2007
BHEHK$'000 BEHKS$ 000
BT A Staff costs 2,099,735 1,943,610
— AR EP B VER General mail operating expenses 1,530,680 1,405,309
HERERSE Rental and management charges 165,303 153,257
e i Depreciation and amortisation 128,123 133,254
MEHEEER Marketing expenses 20,298 20,554
RRTTEE A Central administration overhead 14,865 10,546
EirEH Audit fees 1,361 1,352
3,960,365 3,667,882
Hibl A Other income
2008 2007
BHHK$'000 FEEEHKS$' 000
JEBE BB IANFEYIRA Interestincome from financial
DREEMREWA assets not at fair value through
profit or loss
52 HmARE 75 Held-to-maturity securities 18,980 787
HEREEES Structured notes 2,630 =
T Structured deposits 2,978 8,727
RITHER Bank deposits 90,860 71,534
RITEERR Bank balances 1,983 2,082
117,431 83,130
TESRTAMFEREEMIE Net realised and revaluation
gains on derivative
financial instruments 18,943 4,977
136,374 88,107
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BiE

(a) BERANTBEBEATIER

AIEABLIE

AEERFNEHEE

IESERBLFR
R E=RnESLRER

BiIRF <R

Taxation
(a) Taxation charged to the profitand loss account represents:

2008 2007
BH¥HKS$'000 BEHKS 000
Current tax
Provision for notional profits tax
for the year 87,661 46,269
Deferred tax
Origination and reversal of
temporary differences (10,617) 29,844
Total tax expense 77,044 76,113

(b) MEFXEGANUERT R
IR

BT A 27

REBFEHE175% st EHTRK
(20075 /175%)

2007-08F & — /K IEFITEE R
AR A R IR 2
IR AR T IE P 28

EFEVEEERNEHEAFERE
MREZRBHE

WMﬁifﬁﬁmﬁkﬁﬁ\ﬁﬁ
BEERAR EFRNRE R E

ERBIEMX

(b) Reconciliation between tax expense and accounting profit at
applicable tax rates:

2008 2007
BHEHK$'000 FEEHKS 000
Profit before tax 549,167 535,359
Tax at Hong Kong profits tax rate
of 175% (2007: 17.5%) 96,104 93,688
One-off tax reduction in 2007-08 (25) -
Tax effect of non-deductible expenses 1,920 4,192
Tax effect of non-taxable revenue (20,955) (14,548)
Tax effect of prior years' tax losses
used toreduce current tax - (43,655)
Tax effect of recognising net deferred
tax liabilities for temporary
differences arising in prior years - 36,436
Actual tax expense 77,044 76,113
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BEKRE
BELBUROREZEERFARKRBIER
BFE50% tE -

Proposed dividend
The proposed dividend to the Government is based on 50% of profit after
tax for the year.

2008 2007

BHEHKS 000 BHEHKS 000

FHEER Balance at beginning of year 229,623 231,519

ERRE Dividend paid (229,623) (223,963)

FFEERBSFHE Adjustment of dividends for

prior years - (7556)

NEFEHER D Dividend proposed for the year 236,062 229,623

FIR SRR Balance at end of year 236,062 229,623
EEEEEHRE Rate of return on fixed assets

BT EERREEHREAN (TR
M BWA R EF) B IAB E & EF
EFEMS  WABDXRRT - BEE
ERREYE  RERSN - BN LK
LHEBANMNEVEE - BHBRES
BEESAAEINMRARRMENEF
BiRE®E - EEEEFHFEN
8.4% -

The rate of return on fixed assets is calculated as profit after tax (excluding
interestincome and interest expenses) divided by average net fixed assets,
and expressed as a percentage. Fixed assets include property, plant and
equipment, operating land lease prepayment and intangible assets. The
POTF is expected to meet a target rate of return on fixed assets of 8.4%
per year as determined by the Financial Secretary.
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9. M

v

A&
12006454418
BA/ER

HE

irk
R200743A31A
R200754A1A
B/ Eik

A

i
R200853731H
RithhE
1200654 A 18
FRHE

e
#2007%3A31H
R200754518
FrifE

Eil4

ERED
R200845375318
IREFE
R2008£375318
12007437318

Rk EaH

Property, plant and equipment

Cost

At 1April2006
Additions/Transfers
Adjustments

Disposals
At31March2007
At1April 2007
Additions/Transfers
Adjustments
Disposals

At 31March 2008
Accumulated depreciation
At 1April 2006

Charge for the year
Written back on disposal
At31March 2007

At 1April 2007

Charge for the year
Adjustments

Written back on disposal
At 31March 2008

Net book value

At 31March 2008
At31 March 2007

81

THREF  HRAREKE  REREH L EREL
Land & Furniture & Plant& Motor Computer a5t
Buildings fittings machinery vehicles systems Total
BEEHKS'000  FEMEHKS'000  EMHKS'000  EMHKS000  AMHKS000  FEMEHKS'000
2,812,378 298,554 507635 b5,763 61,717 3,736,047
= 32,537 9114 1,044 9,017 51,712
- (123) = - = (123)
- - (6,827) (1,862) - (8,689)
2,812,378 330,968 509,922 54,945 70,734 3,778,947
2,812,378 330,968 509,922 54,945 70,734 3,778,947
- 61,128 34,375 6,589 7318 109,410
- (18,425) (1,623) - (498) (20,546)
- - - (18,946) - (18,946)
2,812,378 373,671 542,674 42,588 77554 3,848,865
356,759 208,094 346,861 50,766 32,264 997734
35,635 37765 26,424 2,115 11,430 113,369
- - (6,572) (1,862) - (8,434)
392,394 245,859 366,713 51,019 46,684 1,102,669
392,3% 245,859 366,713 51,019 46,684 1,102,669
61,816 30,3% 27957 2,190 12,693 135,050
- (15,879) (906) - (125) (16,910)
- - - (18,891) - (18,891)
454,210 260,374 393,764 34,318 59,252 1,201,918
2,358,168 113,297 148,910 8,270 18,302 2,646,947
2,419,984 85,109 143,209 3,926 24,050 2,676,278




10. AN LHEEHREEHN

B
FORFER
Rt H
F10
FREH
FR
WREFE
FR

BIE -

RBEE (BEE [RUIRR - ek
BNFHIEA])

FRBEE

Operating land lease prepayment

2008 2007
A HHK$'000 PEHEHKS'000
Cost
At beginning and end of year 251,600
Accumulated amortisation
At beginning of year 43,276
Charge for the year 4,101
At end of year 47377
Net book value
Atend of year 204,223
Classified as:
Current assets (includedin “Debtors,
deposits and prepayments”) 4,101
Non-current assets 200,122

204,223




- ﬁﬁzﬁk%ng Post 2007/08

& B 5

Notes to the Accounts

FEFRH

Annual Report

HBBEEES Post Office Trading Fund

n. BREE

e D FHE
£

Intangible assets

Cost

At beginning of year
Additions/Transfers
Adjustments

Disposals

Atend of year
Accumulated amortisation
At beginning of year
Charge for the year
Adjustments

Written back on disposal
Atend of year

Net book value

Atend of year

BBt R R RSB B
Computer software licences and
system development costs

2008 2007
B HHK$'000 VS EEHK$'000
307,148 299,668
2,512 7481
(10,066) (1)
(144) -
299,450 307,148
264,343 248,559
15,659 15,784
(9,777) -
(31) -
270,194 264,343
29,256 42,805
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12.

FEHMARES

B 7E 77 AR SR AT 1
- REALSN BT

- JFE™

RIERFH -

e NES

1 E

Held-to-maturity securities

Debt securities at
amortised cost:

— Listed outside Hong Kong

— Unlisted

Remaining maturity:
Within one year

Over one year

2008 2007
B¥HKS 000 EHEHK$'000
253,010 =
130,033 62,537
383,043 62,537

= 62,537

383,043 -
383,043 62,537

13.

MO EBHEFNETALAIRNBEER
AR AT TR R B -

ERMES - EFEMERE
UTMEBEEMEE

- REES

- EHISMNER 5

RIERFH -
16 E

Some of the debt securities are subject to call option to be exercised at the
discretion of the issuers before maturity date.

Structured notes

Structured notes with interest at
rates determined by reference to
the value of the underlying:

— investment funds

— forward foreign exchange
transactions

Remaining maturity:

Over one year

2008
B H#HK$'000

396,454

62,251

2007
FBHEHKS'000

458,705

458,705

458,705

tlEBEESFNRNENTETAD®
BHAFH > WIAITETAAR (R
#15) °

For these structured notes, the embedded derivatives are separated from
the notes and accounted for as derivatives (see note 15).
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14. EBEN

Structured deposits

2008 2007
BHHK$'000 BEEHKS 000
EEE o HAE Structured deposits with interest
- Z2BEBRITRAZERFE = — atrates determined by reference
MBERITRIZEFEXETE to the Hong Kong Interbank
Offered Rate or the London
Interbank Offered Rate 108,940 299,393
- 2RIETFE BB EERETF - atrates determined by reference
to the exchange rate for
specified currency pairs 33,344 -
- WIEENEEE — atpredetermined rates - 85,238
142,284 384,631
FIgRFR Remaining maturity:
DL F Within one year 103,377 240,000
1F A Over one year 38,907 144,631
142,284 384,631
L2 REBRTRZERE RN MR The structured deposits with interest at rates determined by reference to

GIESEES FLIETEE 2 S
BRTTBEEFRERATERD

fEOE -

ER L2 RIEEINE I HOE R E
MNEWEBER HABTAETAD
BERDFE - LHA/TETAAR (R

JEHE1B) o

the Hong Kong Interbank Offered Rate or the London Interbank Offered
Rate are subject to call option to be exercised at the discretion of the banks

before maturity date.

Forthe structured deposits with interestatrates determined by reference to

the exchange rates for specified currency pairs, the embedded derivatives
are separated from the deposits and accounted for as derivatives (see

note 15).
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15.

PTHEEMIA
(a) PTESR T AMIREE

EHINES A

HERENESFE R RHNE
PTETHE

Derivative financial instruments
(a) Carrying values of derivative financial instruments

2008 2007
EE =X BE BfE
Assets Liabilities Assets Liabilities
BEHKS'000  B¥HKS'000  EEHKS000  BEHKS000
Forward foreign
exchange contracts 254 - 5,443 -
Derivatives embedded
in structured notes
and deposits 10,734 179 - =
10,988 179 5,443 -

TEERTARET S G EAE39
RREERXHIAENERTE  YRA
FEIK - A LFIRNIER X FEDHE
RREERAE U HIMA [ERIK
R RE MIENRE] R [EMARR R
FEEtERI A -

(b) FTEERM T ANEREE

= HASNE A 49
HEREEEFNERNRNE
PIET A

Derivative financial instruments are categorised as trading financial
instruments under HKAS 39 and carried at fair value. Their positive and
negative fair values as shown above have been recognised as assets
and liabilities and included in “Debtors, deposits and prepayments” and
“Creditors and accruals” respectively.

(b) Notional amounts of derivative financial instruments

2008 2007

BHEHKS 000 BEEHKS 000

Forward foreign exchange contracts 171,191 283,257
Derivatives embedded in

structured notes and deposits 484,665 -

655,856 283,257

FIEHINES NN T ZANRARE
BRELEEASAERERBREXES
EIEZ
TESBTANBRERRARTRRZ
SNHBE - MIFRKKRERER °

Forward foreign exchange contracts are entered into primarily to protect
the POTF from the impact of currency fluctuation during the normal course
of business.

The notional amounts of derivative financial instruments indicate the
volume of outstanding transactions and do not represent amounts at risk.
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16. IELEHE

BERBERABRNETHANTEE
RRERD R B FRNEEZ T

Deferred tax

Major components of deferred tax recognised in the balance sheet and the

movements during the year are as follows:

BAEERER
BHRERNE
Depreciation Hity
allowances EMER
in excess of the Other
related depreciation temporary @i
and amortisation differences Total
BEHKS'000 HBEHKS'000 BEHKS'000
20064 A1B%&8R Balance at 1April 2006 - - -
RIBERBR/ (BE) Charged/(Credited) to
profit and loss account 30,582 (738) 29,844
20073 A31H#&8R Balance at 31 March 2007 30,582 (738) 29,844
20074 A1 848k Balance at 1April 2007 30,582 (738) 29,844
RIERKREE Credited to profit and
loss account (10,511) (106) (10,617)
20083 A31H %8R Balance at 31 March 2008 20,071 (844) 19,227
17. §EEEER Trading fund capital
LABRNEHERESEESHIRE This represents the Government's investment in the POTE
2008 2007
BH¥HKS$'000 FBIEHKS 000
FHEEH Balance at beginning of year 2,585,296 2,574,376
BEEERE Transfer from development reserve = 10,920
FIR AR Balance at end of year 2,585,296 2,585,296

87
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18. HE#iE Development reserve
FHEER Balance at beginning of year
BALERSER Transfer to trading fund capital
ISR Balance at end of year

2008 2007
BEHKS'000  BI5HKS'000
243,664 254,584

- (10,920)

243,664 243,664

20083 A31 HEMRAAREENES -

A ARVER R ETS R R o development.

The balance at 31 March 2008 is uncommitted and is earmarked for future

19. REBEF| Retained earnings
2008 2007
BHEHK$'000 BEHKS$' 000
FHEEER Balance at beginning of year 919,304 682,125
TFEERBFHRE Adjustment of dividends for prior years - 7556
BrifiaZ 7 Profit after tax 472,123 459,246
BERFERS Dividend Proposed for the year (236,062) (229,623)
FUR LR Balance at end of year 1,155,365 919,304
20. ReRERRLER Cash and cash equivalents
2008 2007
BHHK$'000 BEHKS$ 000
e MIRTTHE Cash and bank balances 148,465 123,355
R HABR TR B 31 A A ER1 TF X Bank deposits with original
maturity within three months 917,990 1,405,962
1,066,455 1,529,317
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21. EHREEALTETNRS Related party transactions

BREEIRE ASIERZENR SN B
HATEARFEETHNEMEEISH
ZT

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

(a) MEZEATRENRBEE K (a) Services provided to related parties included general postal services
K AR 765 K% £ 5 AR B8 A R 3 AR and agency services, which are compatible with postal related
o BLEERBHWABE BB services. The total revenue derived from these services amounted to
206,332,32470 (20074 : B #& HK$206,332,324 (2007 : HK$185,112,662);

185,112,662 7T) :

(b) EEEATRHOREEIEEMR (b) Services received from related parties included computer services,
% EDRIBRT - FAIRTE - EF printing services, training services, building management and
EIENME A AEE AR maintenance, rental of accommodation, central administration and
THRFR R - ELERBE TR auditing services. The total cost incurred on these services amounted
B K 7N 4258 A 78 B 243,645,150 to HK$243,645,150 (2007 : HK$242,518,648);
7t (20074 : 8 #242,518,648
7T

(o) MEAEALTBABRTEE  B2EF% (c) Acquisition of fixed assets from related parties included fitting out
FHEMEETIRE BEaLHR projects of postal offices, acquisition of land and buildings, plant and
BF - RELKES ERRSKR machinery, computer systems and motor vehicles. The total cost of
Hifjec BREEEMNALE LD these assets amounted to HK$46,806,365 (2007: HK$17053,689);
#46,806,3657T (20074 : & & and
17053,6897T) : AKX

(d) BHHREBLEBESRCHEADHRME (d) The POTF received government grants relating to the provision of

BRREFEERGESENER -
FR - BATEEFE 4,500,278
(20074 : ##15,131,7187T) B #
FRELEESWHEBRAZS
B o H E2008F3A31H  #
8T — B FE /BT R A S
EEEHE10,511,1187T (20074 « /B
7922,2007T) °

FRE A TIRM R B EE A TIRER
% mEE R AR - WEEAIRD
MR - R R B EA LR - K
BRI @ 2 BARAETE

electronic services through a contractor. During the year, government
grants of HK$4,500,278 (2007: HK$15,131,718) were deducted from
the relating expenses incurred by the POTFE As at 31 March 2008,
the balance of government grants carried forward to the next year
amounted to HK$10,511,118 (2007: HK$7922,200).

Services rendered to or received from related parties which were also

available to the public were charged at the rates payable by the general
public. Services which were available only to related parties were charged
onafull cost recovery basis.
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22. EiE
(a) BEAREE
720083 A31H « BB %8
E & B T WET I RER N ER
BB AN AHE -

RN C A
BERREE R RERD

Commitments

(a) Capital commitments
At 31 March 2008, the POTF had capital commitments, so far as not
provided for in the financial statements, as stated below:

2008 2007

A #HK$'000 PEHEHKS'000

Authorised and contracted for 198,262 47496
Authorised but not yet contracted for 156,859 335,264
355,121 382,760

(b) EEHERE
2008438318 « THLHUHE M
T MBFREMENRRFEEHE
EEMEENT

1 LA
1FRETZNEF

bR

(b) Operating lease commitments
At 31 March 2008, the total future minimum lease payments under
non-cancellable operating leases for land and buildings were payable

as follows:
2008 2007
AHHK$'000 FEHEHKS' 000
Not later than one year 84,685 75,990
Later than one year and not
later than five years 187,573 150,979
Later than five years 1,059,180 1,088,974

1,331,438 1,315,943
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B 7 L B T B

(a) BEBCE
A NS BT AR - BB
Txéfﬁé%vaﬂlﬁiﬁ’ﬂxéf%ﬁé\ o & &
HEBRBZEHRNES - &EMT
B « BREGTRRIRITER ° B

(b)

e

%%@%ﬁﬂzﬁ%ﬁm AR T
AR ERBRAKE

B Eb
E¥ERESRITAN D FERK
KR e mEGEINEE KB E MK
B ER o

FA - iﬁﬁk%%@%i?ﬁ@ SRR
HERAIEB BB AR TFEIIRA
ﬁﬂééﬁﬁ%lﬁlﬂ@[ﬂ?ﬁ%@%ﬁ
7 #26,903,8127T (20074 : [E &%
Was F 8 A5 9,469,7807T) °

HRELEESIILRBINES
B UREEEEEEBREXE
HRBIMFE o
TERBIBRESEESTERE
ﬁﬁ%t’”’?ﬁ’]?ﬁ%&”?ﬁ(‘ A= H SN
BERE

BRI E
H o

Financial risk management

(a)

(b)

Investment policy

To provide an ancillary source of income, surplus cash is invested
in a portfolio of financial instruments. The portfolio includes held-
to-maturity securities, structured notes, structured deposits and
bank deposits. It is the POTF's policy that all investments in financial
instruments should be principal-protected.

Currency risk
Currency risk is the risk that the fair value or future cash flows of a
financial instrument will fluctuate because of changes in foreign
exchange rates.

During the vyear, the POTF recognised a net exchange loss of
HK$26,903,812 (2007: a net exchange gain of HK$9,469,780) in the
profitandloss account, arising on financial instruments not at fair value
through profit or loss.

The POTF enters into forward foreign exchange contracts to protect
it from the impact of currency fluctuation during the normal course
of business.

The table below summarises the POTF's foreign currency exposure
at the balance sheet date after taking account of the effect of forward
foreign exchange contracts:

2008 2007
BE =X BE BfE
Assets Liabilities Assets Liabilities
BEHKS'000  BMHKS$'000  EMHKS000  BHEHKS000
US dollar 1,508,972 16,657 514,557 15,786
Special Drawing Rights 39,401 609,886 34,780 485,145
Other foreign currencies 4,372 33,078 19,805 19,081
1,552,745 659,621 569,142 520,012
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23. BIERERE (&)
(b) E® =B (&)

(c)

EEERR T —EAMBFENE
TRBETERESEBTRTA
Be g n/ R A B0 fE KB - N B
B/ RO EEERRE . KEF
EOBBERTESE M/ R
7 %6,155,7997T (20074 : B
2,054,4307T) °

EEEBNRAT —EHRFEEDN
B HE SR AR I B b N S T IE
RIEGEIE R T/ w2 5001
HEE - malSH/ KELEER
BE AFENRBRERANES
B/ 10 B #24,716,637 7T
(20074 : j81£18,6476777T) °

BE L SRE DT - RREE
FNEHCRAREGEEAREN
TRITE-

R = ER

MR L 2 W T 5 A R E E M 5| 2
R ER o FEE R AE D
BAHENERRER MRS REN X
R o

ATENEERRIESMIANA
TERETSHELD HRE0AE,
% - IR BRERBESNHAR
TR SR S REE A
EEEFIR - BAIBHIE R
BHEENATEEE TS A
T R e B A
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Financial risk management (continued)
(b) Currency risk (continued)

(c)

The management considers a 50 basis points increase/decrease in
the exchange rate of the US dollar against the Hong Kong dollar in the
coming financial year to be reasonably possible. Had such an increase/
decrease occurred at the balance sheet date, the profit after tax for the
year would have been increased/decreased by HK$6,155,799 (2007:
HK$2,054,430).

The management also considers a 500 basis point increase/decrease
in the exchange rates of Special Drawing Rights and other foreign
currencies against the Hong Kong dollar in the coming financial year
to be reasonably possible. Had such an increase/decrease occurred at
the balance sheet date, the profit after tax for the year would have been
decreased/increased by HK$24,716,637 (2007: HK$18,547.677).

The above sensitivity analyses have been prepared assuming that the
change in exchange rates had been applied to the financial instruments
in existence at the balance sheet date.

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 the POTF's bank deposits and held-to-maturity securities 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 POTF's profitand reserves.
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Financial risk management (continued)

(c)

Interest rate risk (continued)

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 POTF is exposed to cash flow interest rate risk
because some of its structured deposits bear interest at rates
determined by reference to market interest rates. 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 on
the structured deposits would have been received at the same rates
and the POTF's profit and reserves would not have changed (2007:
Also no effects). 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.

The table below sets out the POTF's exposure to interest rate risk,
based on the major interest bearing assets stated at carrying amounts
and categorised by the earlier of contractual re-pricing dates or
maturity dates.
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Financial risk management (continued)
(c) Interest rate risk (continued)
E 3T R0 Repricing period

Held-to-maturity securities
Structured notes
Structured deposits

Bank deposits

Held-to-maturity securities
Structured deposits

Bank deposits

HBB3MEA BB1E B2

BREBIE BREB2E {BFBB5E

More than More than More than

THB3MEA  3monthshut 1yearbut 2years but
3months  notmorethan  notmorethan  notmorethan st
orless 1year 2years 5years Total
HBRHKS'000 HRHKS000 BHHKS'000 BRHKS'000 BRHKS'000
- - 70,045 312,998 383,043
- - - 458,705 458,705
108,940 33,344 - - 142,284
1,568,477 390,009 - - 1,958,486
1,677417 423,353 70,045 711,703 2,942,518
39,069 23,468 - - 62,537
299,393 50,000 35,238 - 384,631
1,828,962 270,000 - - 2,098,962
2,167424 343,468 35,238 - 2,546,130
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Financial risk management (continued)
(d) Credit risk

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

loss.

The POTF has no 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

A¥HKS$ 000 EEHKS'000

Debtors and deposits 207,431 166,483
Amounts due from related parties 18,103 14,136
Held-to-maturity securities 383,043 62,537
Structured notes 458,705 -
Structured deposits 142,284 384,631
Bank deposits 1,958,486 2,098,962
Bank balances 115,091 97131
3,283,143 2,823,880

BHREBLEES —MAREHREK - BR
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The POTF has policies in place to ensure that wholesale postal services
are provided to customers with an appropriate credit history. Credit
exposure to an individual counterparty is restricted by credit limits. The

counterparty's payment profile and credit exposure are continuously
monitored by respective management. Postal services to retail customers

are substantially settled in cash.

To minimise credit risks, all fixed deposits and structured deposits are

placed with high-credit-quality licensed banks in Hong Kong.
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(d) Credit risk (continued)

At the balance sheet date, the credit quality of investments in held-
to-maturity securities and structured notes, analysed by the lower of
ratings designated by Moody's or Standard & Poor's, is as follows:

2008 2007
B¥HK$'000 BEHK$' 000
RIEEFRYIEHFEARMRES Held-to-maturity securities and
MEBEES structured notes by credit rating
Aaa/AAA Aaa/AAA 110,000 23,468
Aal £ Aa3/AA+ £ AA- Aalto Aa3/AA+ to AA- 731,748 39,069
st Total 841,748 62,537
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(e) Liquidity risk

(f)

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

The POTF manages liquidity risk by forecasting the amount of cash
required and monitoring its working capital to ensure that all liabilities
due and known funding requirements could be met. As the POTF has
a strong liquidity position, it has a very low level of liquidity risk.

Fair values

The fair values of financial instruments quoted in active markets are
their quoted prices at the balance sheet 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 balance sheet date.

All financial instruments are stated in the balance sheet at amounts
equal to or not materially different from their fair values.
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interpretations issued but not yet effective for the year
ended 31 March 2008

Up to the date of issue of the 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 2008 and which have not
been early adopted in the financial statements.

The POTF 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 POTF's results of
operations and financial position.

The following revised standard may result in new or amended disclosures
in future financial statements:

Effective for
accounting periods
beginning on or after

HKAS 1 (Revised), Presentation
of financial statements

1 January 2009
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Audit Commission
The Government of the Hong Kong
Special Administrative Region

Independent Audit Report

To the Legislative Council

| certify that | have examined and audited the financial statements of
the Post Office Trading Fund set out on pages 62 to 97 which comprise
the balance sheet as at 31 March 2008, and the profit and loss account,
statement of changes in equity and cash flow statement for the year
then ended, and a summary of significant accounting policies and other
explanatory notes.

General Manager, Post Office Trading Fund’s responsibility
for the financial statements

The General Manager, Post Office Trading Fund is responsible for the
preparation and the true and fair presentation of these financial statements
in accordance with section 7(4) of the Trading Funds Ordinance (Cap. 430)
and Hong Kong Financial Reporting Standards. This responsibility includes
designing, implementing and maintaining internal control relevant to the
preparation and the true and fair presentation of financial statements
that are free from material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies; and making
accounting estimates that are reasonable in the circumstances.

Auditor’s responsibility

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

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the financial statements. The procedures
selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether
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due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and true
and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity's
internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates
made by the General Manager, Post Office Trading Fund, as well as
evaluating the overall presentation of the financial statements.

I believe that the audit evidence | have obtained is sufficientand appropriate
to provide a basis for my audit opinion.

Opinion

In my opinion, the financial statements give a true and fair view of the state
of affairs of the Post Office Trading Fund as at 31 March 2008 and of its
results of operations and cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards and have been properly
prepared in accordance with the manner provided in section 7(4) of the
Trading Funds Ordinance.

(YING Kwok-wing)

Assistant Director of Audit
for Director of Audit

Audit Commission

26th Floor, Immigration Tower
7 Gloucester Road

Wanchai, Hong Kong

18 September 2008
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