
FINANCIAL REVIEW

FINANCIAL PERFORMANCE

The Trust Group’s revenue and audited consolidated profit for the year ended 31 December 2016 were HK$11,420 million 
(2015: HK$11,210 million) and HK$3,599 million (2015: HK$3,591 million) respectively.

DISTRIBUTION

The Trustee-Manager Board has declared the payment of a final distribution by the Trust of HK20.12 cents (2015: HK20.12 
cents) per SSU. In order to enable the Trust to pay that distribution, the Company Board has declared the payment of a 
second interim dividend in lieu of a final dividend in respect of the Company’s ordinary shares held by the Trustee-Manager, 
of HK20.12 cents (2015: HK20.12 cents) per ordinary share in respect of the same period. This, together with the interim 
distribution of HK19.92 cents (2015: HK19.92 cents) per SSU, brings the total distribution to HK40.04 cents (2015: HK40.04 
cents) per SSU for the year ended 31 December 2016.

2016 2015
HK$ million HK$ million

Audited consolidated profit attributable to SSU holders 3,599 3,591

After:

(i) eliminating the effects of the Adjustments (see note (a) below) 4,520 4,532

(ii) adding/(deducting)

 – movement in Fuel Clause Recovery Account 1,805 1,652

 – changes in working capital 206 52

 – adjustment for employee retirement benefit schemes 26 18

 – taxes paid (1,154) (918)

883 804

(iii) capital expenditure payment (2,760) (2,237)

(iv) deducting

 – debt repayment (7,504) (779)

 – net finance costs (1,105) (937)

(8,609) (1,716)

(v) deducting

 – reserve for future capital expenditure/debt service – (1,436)

Distributable income (2,367) 3,538

(vi) adding discretionary amount as determined by the Company Board 
 pursuant to clause 14.1(c) of the Trust Deed 5,905 –

Distributable income after adjustment of the discretionary amount 3,538 3,538

Interim distribution 1,760 1,760

Final distribution 1,778 1,778

Distribution amount 3,538 3,538

Distributions per SSU (see note (c) below)

 – Interim distribution per SSU HK19.92 cents HK19.92 cents

 – Final distribution per SSU HK20.12 cents HK20.12 cents

Total distributions per SSU HK40.04 cents HK40.04 cents

In determining the distribution amount, the Company Board has taken into account the Group’s financial performance 
achieved during the year and its stable cashflow from operations, and consider it appropriate to adjust the distributable income 
for the year ended 31 December 2016, as calculated pursuant to the Trust Deed, by the above discretionary amount, pursuant 
to clause 14.1(c) of the Trust Deed.
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Note:

(a) Pursuant to clause 1.1 of the Trust Deed, “Adjustments” includes, but not limited to (i) transfers to/from the Tariff Stabilisation Fund 
and the Rate Reduction Reserve under the Scheme of Control; (ii) unrealised revaluation gains/losses, including impairment provisions 
and reversals of impairment provisions; (iii) impairment of goodwill/recognition of negative goodwill; (iv) material non-cash gains/losses; 
(v) costs of any public offering of Share Stapled Units that are expensed through the consolidated statement of profit or loss but are 
funded by proceeds from the issuance of such Share Stapled Units; (vi) depreciation and amortisation; (vii) tax charges as shown in the 
consolidated statement of profit or loss; and (viii) net finance income/costs as shown in the consolidated statement of profit or loss.

(b) The Trustee-Manager Board has confirmed, in accordance with the Trust Deed, that (i) the auditors of the Trust Group have reviewed and 
verified the Trustee-Manager’s calculation of the above distribution entitlement per SSU and (ii) having made all reasonable enquiries, 
immediately after making the above distribution to the registered unit holders of the Trust, the Trustee-Manager will be able to fulfill, 
from the Trust Property (as defined in the Trust Deed), the liabilities of the Trust as they fall due.

(c) Interim distribution per SSU of HK19.92 cents (2015: HK19.92 cents) was calculated based on the interim distribution amount of 
HK$1,760 million (2015: HK$1,760 million) and 8,836,200,000 SSUs in issue as at 30 June 2016 (30 June 2015: 8,836,200,000 SSUs). 
Final distribution per SSU of HK20.12 cents (2015: HK20.12 cents) was calculated based on the final distribution amount of HK$1,778 
million (2015: HK$1,778 million) and 8,836,200,000 SSUs in issue as at 31 December 2016 (31 December 2015: 8,836,200,000 SSUs).

CAPITAL EXPENDITURE, LIQUIDITY AND 
FINANCIAL RESOURCES

Capital expenditure during the year amounted to HK$2,799 
million (2015: HK$2,516 million), which was primarily 
funded by cash from operations. Total external borrowings 
outstanding at 31 December 2016 were HK$39,679 million 
(2015: HK$47,217 million), comprising unsecured bank 
loans and debt securities in issue. In addition, the Trust 
Group at 31 December 2016 had undrawn committed bank 
facilities of HK$4,000 million (2015: HK$1,000 million) and 
bank deposits and cash of HK$316 million (2015: HK$6,157 
million).

TREASURY POLICY, FINANCING ACTIVITIES, 
CAPITAL AND DEBT STRUCTURE

The Trust Group manages its financial risks in accordance 
with guidelines laid down in its treasury policy which is 
designed to manage the Trust Group’s currency, interest 
rate and counterparty risks. Surplus funds, which arise 
mainly from provision for capital expenditure to be incurred 
and from electricity bill collection, are placed on short term 
deposits denominated in Hong Kong dollars. The Trust 
Group aims to ensure that adequate financial resources 
are available for refinancing and business growth whilst 
maintaining a prudent capital structure.

As at 31 December 2016, the net debt of the Trust Group 
was HK$39,363 million (2015: HK$41,060 million) with a 
net debt-to-net total capital ratio of 44% (2015: 46%). The 
Trust Group’s financial profile remained strong during the 
year. On 23 February 2016, Standard & Poor’s pronounced 

the long term credit ratings are “A-” with a stable outlook 
for the Company and HK Electric unchanged since 
September 2015 and January 2014, respectively.

In 2016, the Trust Group took advantage of market liquidity 
to extend its debt maturity profile by issuing US$750 million 
10 year notes in the public bond market as well as a total 
of HK$3,025 million notes with tenors ranging from 12 to 
30 years in the Hong Kong dollar private placement market 
through its Medium Term Notes Programme. During the 
year, the Trust Group entered into new 5 year term loan 
facilities totalling HK$21,700 million with various financial 
institutions. The proceeds of these issues together with the 
new term loans and internal resources were used to fully 
prepay the balance of its term loan facilities maturing in 
February 2017.

The profile of the Trust Group’s external borrowings as at 
31 December 2016, after taking into account forward 
foreign exchange contracts, cross currency and interest rate 
swaps, was as follows:

Debt Profile by Currency
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Currency and interest rate risks are actively managed 
in accordance with the Trust Group’s treasury policy. 
Derivative financial instruments are used primarily for 
managing interest rate and foreign currency risks and not 
for speculative purposes. Treasury transactions are only 
executed with counterparties with acceptable credit ratings 
to control counterparty risk exposure.

The Trust Group’s principal foreign currency transaction 
exposures arise from the import of fuel and capital 
equipment. Foreign currency transaction exposure is 
managed mainly through forward foreign exchange 
contracts. As at 31 December 2016, over 80% of the 
Trust Group’s transaction exposure from the import of fuel 
and capital equipment was either denominated in United 
States dollars or hedged into Hong Kong or United States 
dollars. The Trust Group is also exposed to foreign currency 
fluctuation arising from the foreign currency borrowings. 
Such exposures are, where appropriate, mitigated by the 
use of either forward foreign exchange contracts and cross 
currency swaps.

The contractual notional amounts of derivative financial 
instruments outstanding at 31 December 2016 amounted to 
HK$65,367 million (2015: HK$54,267 million).

CHARGE ON ASSETS

At 31 December 2016, no assets of the Trust Group were 
pledged to secure its loans and banking facilities (2015: Nil).

CONTINGENT LIABILITIES

As at 31 December 2016, the Trust Group had no guarantee 
or indemnity to external parties (2015: Nil).

EMPLOYEES

The Trust Group maintains a policy of pay-for-performance 
and the pay levels are monitored to ensure competitiveness 
is maintained. The Trust Group’s total remuneration 
costs for the year ended 31 December 2016, excluding 
directors’ emoluments, amounted to HK$1,113 million 
(2015: HK$1,074 million). As at 31 December 2016, the 
Trust Group employed 1,790 (2015: 1,800) permanent 
employees. No share option scheme is in operation.

The Trust Group’s policy is to maintain a portion of its debt 
at fixed interest rates taking into consideration business and 
operational needs. Interest rate risk is managed by either 
securing fixed rate borrowings or by using interest rate 
derivatives.

Debt Profile by Types of Borrowings

0%  50%  100%

2016

2015

2014

Bank Loans Capital Market Instruments

53%

27%

23%

47%

73%

77%

Debt Profile by Maturity

Within 1 Year After 5 YearsAfter 1 Year but within 5 Years

0%  50%  100%

2016

2015

2014

1% 37%

2% 86% 12%

1% 81% 18%

62%

Debt Profile by Interest Rate Structure

Fixed Rate Floating Rate

0%  50%  100%

201622%

201593% 7%

201491% 9%

78%

   2016 ANNUAL REPORT      57



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (Japan Color 2001 Coated)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.6
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo false
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo false
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings false
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
    /CFangSongHK-Light
    /CFangSongHKS-Light
    /CGuLiHK-Bold
    /CGuLiHKS-Bold
    /CGuYinHK-Bold
    /CGuYinHKS-Bold
    /CHei2HK-Bold
    /CHei2HK-Xbold
    /CHei2HKS-Bold
    /CHei2HKS-Xbold
    /CHei3HK-Bold
    /CHei3HKS-Bold
    /CHeiHK-UltraBold
    /CHeiHKS-UltraBold
    /CJNgaiHK-Bold
    /CJNgaiHKS-Bold
    /CKanHK-Xbold
    /CKanHKS-Xbold
    /CNganKaiHK-Bold
    /CNganKaiHKS-Bold
    /CO2YuenHK-XboldOutline
    /CO2YuenHKS-XboldOutline
    /COYuenHK-Xbold
    /COYuenHK-XboldOutline
    /COYuenHKS-Xbold
    /COYuenHKS-XboldOutline
    /CPo3HK-Bold
    /CPo3HKS-Bold
    /CPoHK-Bold
    /CPoHKS-Bold
    /CSong3HK-Medium
    /CSong3HKS-Medium
    /CSuHK-Medium
    /CSuHKS-Medium
    /CWeiBeiHKS-Bold
    /CXLiHK-Medium
    /CXLiHKS-Medium
    /CXYaoHKS-Medium
    /CXingHK-Medium
    /CXingHKS-Medium
    /CXingKaiHK-Bold
    /CXingKaiHKS-Bold
    /CYuen2HKS-Light
    /CYuen2HKS-SemiBold
    /CYuen2HKS-Xbold
    /CYuenHK-SemiMedium
    /MBeiHK-Bold
    /MBitmapRoundHK-Light
    /MBitmapSquareHK-Light
    /MCuteHK-Light
    /MCuteHKS-Light
    /MDynastyHK-Xbold
    /MDynastyHKS-Xbold
    /MElleHK-Medium
    /MElleHKS-Medium
    /MGentleHK-Light
    /MGentleHKS-Light
    /MHGHagoromoTHK-Light
    /MHGHagoromoTHK-Medium
    /MHGKyokashotaiTHK-Light
    /MHGReithicTHK-Light
    /MHeiHK-Bold
    /MHeiHK-Light
    /MHeiHK-Medium
    /MHeiHK-Xbold
    /MHeiHKS-Bold
    /MHeiHKS-Light
    /MHeiHKS-Medium
    /MHeiHKS-Xbold
    /MKaiHK-Medium
    /MKaiHK-SemiBold
    /MKaiHKS-Medium
    /MKaiHKS-SemiBold
    /MLiHK-Bold
    /MLiHKS-Bold
    /MLingWaiFHK-Light
    /MLingWaiPHK-Light
    /MMarkerHK-Bold
    /MMarkerHKS-Bold
    /MNgaiHK-Bold
    /MNgaiHKS-Bold
    /MQingHuaHK-Xbold
    /MQingHuaHKS-Xbold
    /MSungHK-Bold
    /MSungHK-Light
    /MSungHK-Medium
    /MSungHK-Xbold
    /MSungHKS-Bold
    /MSungHKS-Light
    /MSungHKS-Medium
    /MSungHKS-Xbold
    /MWindyHK-Bold
    /MWindyHKS-Bold
    /MYoungHK-Medium
    /MYoungHK-Xbold
    /MYoungHKS-Medium
    /MYoungHKS-Xbold
    /MYuenHK-Light
    /MYuenHK-Medium
    /MYuenHK-SemiBold
    /MYuenHK-Xbold
    /MYuenHKS-Light
    /MYuenHKS-SemiBold
    /MYuenHKS-Xbold
    /MYuppyHK-Medium
    /MYuppyHKS-Medium
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 100
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 200
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 200
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 300
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHT <FEFF005b57fa65bc00200027006d006500640052006500730027005d00204f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc87a25e55986f793a3001901a904e96fb5b5090f54ef650b390014ee553ca57287db2969b7db28def4e0a767c5e03300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /BleedOffset [
        0
        0
        0
        0
      ]
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MarksOffset 6
      /MarksWeight 0.250000
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PageMarksFile /RomanDefault
      /PreserveEditing false
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [600 600]
  /PageSize [612.000 792.000]
>> setpagedevice


