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Accrual-based consolidated financial statements of
the Government for the year ended 31 March 2004
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When dollars are quoted in this book, they are Hong Kong dollars
unless otherwise stated.
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We are pleased to present in this booklet the accrual-based
consolidated financial statements of the Government for the financial
year 2003-04. 'We have compiled these statements for the second year
in addition to the annual cash-based accounts published by the
Government.

2. The accrual-based statements aim to present more
comprehensive information on the financial position and performance
of the Government and promote greater awareness of public finances in
the community. We will improve these statements in the future as we
gain more experience, and present additional information, both
financial and non-financial, in subsequent years. More specifically,
we plan to, starting with the statements for 2004-05, include
government-owned fixed assets and depreciation, and publish a
stewardship statement describing in terms of physical measurements
the major items such as land, buildings and infrastructure assets
employed by the Government in the delivery of public services.
Additionally, we will carry out a post-implementation review in
2006-07.

3. We welcome any comments from the public on these
accrual-based financial statements.

Mrs Lucia LI
Director of Accounting Services
December 2004
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CONSOLIDATED STATEMENT OF FINANCIAL PERFORMANCE

FOR THE YEAR ENDED 31 MARCH 2004
(with operating expenses classified by nature)

LI A Operating revenue
FRIE ~ Zfn K JESRM SLRRIE Taxes, rates and duties
FfH4:UZ A Rental income
HIEE: Fees and charges
INFEEZE Utilities
BRI K45 HEFT Royalties and concessions
HAm A A Other operating revenue

a2 A Total operating revenue

R BEAY Operating expenses
Hraer TR R A g B rEA
Salaries, allowances and other employee benefits
Hfth 48257 Other operating expenses
L MEE B4 Recurrent subventions
e {REBA s Social security payments
T8 Depreciation

#E4E2BHS, Total operating expenses
RBEIER /(B54d)  Surplus/(Deficit) from operating activities

JEEZU A/ (BdX) Non-operating revenue / (expenses)
JE4Z HEBASZ Capital expenses
H{EUZ A Land premia
[EEAEEHEECI M

Net (expenses) / revenue from Home Ownership Scheme
FIE R FEE UL A Interest and investment income
BRSO B 1E KRR R

Actuarial loss and curtailment loss on pensions
FEASBUR 1B S R 4R

Share of profits and losses of government business enterprises
SNEELSZIEF Surplus of the Exchange Fund

FEEBU A/ (BIZ)/B%E Net non-operating revenue / (expenses)
FERIBEES /(B541) Net surplus / (deficit) for the year

% 14 2 37 BRI RiE e B ey —8h o0 -

The notes on pages 14 to 37 form part of these financial statements.

F5E
Note

NoRNC RGN NN N

10
11
12
13
25

14
15

16
17(a)

22

18
24

2004

BEE T $million

2003
BEE T $million

125,034 111,431
21,784 21,663
10,530 9,685

2,869 2,054
1,676 1,726
5,121 4,685
167,014 151,244
(68,090) (69,895)
(37,493) (34,571)
(79,963) (80,883)
(22,860) (21,815)
(3,782) (3,563)
(212,188) (210,727)
(45,174) (59,483)
(35,824) (33,750)
5,401 11,442
(1,362) 1,766
14,209 5,997
- (8,004)
6,551 7,160
65,738 31,488
54,713 16,099
9,539 (43,384)




2003£|34H 1H E20044£3 8 31H
GBRIE SRS

CONSOLIDATED STATEMENT OF FINANCIAL PERFORMANCE

FOR THE YEAR ENDED 31 MARCH 2004
(with operating expenses classified by function)

LI A Operating revenue
FRIE ~ Zfn 5 JESRM SLRRIE Taxes, rates and duties
FH4:UZ A Rental income
ZIEE: Fees and charges
NS Utilities
BRI 45 HEFT Royalties and concessions
HALZ L A Other operating revenue

a2 A Total operating revenue

#XBFAS Operating expenses

#5 Education

& 1EF] Social welfare

&4 Health
% Security

fHiBIHR%S Support

=Z Housing

FeRfEEEG Infrastructure

4% 7% Economic

IRIE K &%) Environment and food
& R EHNETS Community and external affairs

#WE4E2BHY, Total operating expenses

LEEER (B
FREBIA /(I

Surplus/(Deficit) from operating activities

Non-operating revenue / (expenses)

JELCH B, Capital expenses

H{EUZ A Land premia

[EEA B EEFECZEMA

Net (expenses) / revenue from Home Ownership Scheme
FIE MEFEEUL A Interest and investment income
BRSO B 1E R R R R

Actuarial loss and curtailment loss on pensions
FEASBUR 1B SR R 4R

Share of profits and losses of government business enterprises
SNEELSZIEF Surplus of the Exchange Fund

JEEZBUR A/ (BAX)P%E Net non-operating revenue / (expenses)
ERREER /(BB

Net surplus/(deficit) for the year

%5 14 2 37 HHIFEEIR R iE e s ey —

The notes on pages 14 to 37 form part of these financial statements.

F5E
Note

O 0 3 N L b

14
15

16
17(a)

22

18
24

2004

BEIT $million

2003

BEEIT $million

125,034 111,431
21,784 21,663
10,530 9,685

2,869 2,054
1,676 1,726
5,121 4,685
167,014 151,244
(48,951) (48,164)
(33,980) (32,565)
(32,791) (32,997)
(27,648) (27,811)
(16,685) (17,246)
(12,337) (12,627)
(12,129) (12,361)
(10,497) (9,682)
(9,566) (9,526)
(7,604) (7,748)
(212,188) (210,727)
(45,174) (59,483)
(35,824) (33,750)
5,401 11,442
(1,362) 1,766
14,209 5,997
- (8,004)
6,551 7,160
65,738 31,488
54,713 16,099
9,539 (43,384)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 31 MARCH 2004

Bt
Note
BI¥5&EE Financial Assets
FIMNEESAVIEE Investments with the Exchange Fund 17(b)
TEBUF RIS E Investments in government business enterprises 18
Hfth#%E Other investments 19
B R 7 #0E Loans and advances 20
4 MRS Z(EY) Cash and cash equivalents 3(c)
HAth &7 Other assets 21
A& Liabilities
BARE#EM Provision for pensions 22
HAM&fF Other liabilities 23
W% & E$HE Net Financial Assets
INEEEEREF(E Net Assets of the Exchange Fund 24
EEEZE Fixed Assets 25
EEFE Net Assets
LFEEHARZFE Represented by:
—f&fEf General Reserve 26
YNEE: £ Exchange Fund Reserve 24
BEARBE 5 Capital Expenditure Reserve 25

% 14 2 37 BRI R iE e B ey — 80 o0 -

The notes on pages 14 to 37 form part of these financial statements.
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2004

BHEIC $million

2003

BHEIC $million

287,498 324,224
171,158 159,095
17,169 26,002
15,553 36,027
10,403 10,233
21,767 15,237
523,548 570,818
(321,266) (307,806)
(46,399) (45,531)
(367,665) (353,337)
155,883 217,481
396,137 330,390
120,153 112,615
672,173 660,486
155,883 217,481
396,137 330,390
120,153 112,615
672,173 660,486
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CONSOLIDATED CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 MARCH 2004

KREEFTEARERE
CASH FLOWS FROM OPERATING ACTIVITIES
LB EI6S / (E541) Surplus/(Deficit) from operating activities
SHEIEH Adjustments for:
PTE Depreciation
8~ FEURIESENIGE D)/ B>
(Increase)/Decrease in stocks, accounts receivable, etc.
B K EF YK/ Decrease in liabilities and provisions
854 %E Write-off

KB EFFELNERESRHIFEE  Net cash outflow from operating activities

IR ETER T EANRERE
CASH FLOWS FROM NON-OPERATING ACTIVITIES
i E EEE Additions to fixed assets
JELLHEBHS, Capital expenses
FYNER G E TR Decrease in investments with the Exchange Fund
HA#EE (BIEBUTRIE) BYRD/GE N
Decrease/(Increase) in other investments (including government business enterprises)
HERFEFRTS Proceeds from disposal of investments
CU A E KBS B Receipt of interest and dividends
B EUZ A Receipt of land premia
i &5 Loans made
BB &R Proceeds from loan repayments
HEEEEZTS Proceeds from sale of housing loans
HEEEEES Proceeds from disposal of fixed assets
[EEAHEEERVRE O RA
Net cash (outflow)/inflow from Home Ownership Scheme
EEMFE Sale of flats
B & &/ B &R Home Purchase / Assistance Loans

FE B TEBIFTE ANV ES R AJREE Net cash inflow from non-operating activities
& MRS EEYEYN/CED) Net increase/(decrease) in cash and cash equivalents
M BUE B RIS FRSEEY)

Cash and cash equivalents as at the beginning of the financial year

B EGERR & MRS FEY

Cash and cash equivalents as at the end of the financial year

5 14 2 37 HAIfREIR R iE S B ke —aio -

The notes on pages 14 to 37 form part of these financial statements.
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2004

BHEIC $million

2003

BHEIC $million

(45,174) (59,483)
3,782 3,563
(34) 673
(2,932) (3,084)
99 27
915 1,179
(44,259) (58,304)
(10,425) (7,431)
(35,824) (33,750)
39,119 59,508
6,054 (2,019)
117 101
28,246 20,104
5,401 11,442
(3,449) (3,385)
3,489 4,863
15,455 -
- 14
(3,825) 1,790
71 1,176
44,429 52,413
170 (5,891)
10,233 16,124
10,403 10,233
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FESTHI T By — AR A BB ST ] TavER adter (MABURR ) BiRR

STATEMENT OF RECONCILIATION BETWEEN THE GENERAL RESERVE REPORTED
UNDER THE ACCRUAL BASIS AND THE CONSOLIDATED FUND BALANCE (FISCAL

RESERVES) REPORTED UNDER THE CASH BASIS
AS AT 31 MARCH 2004

—fEE - SFEMBRRCUETHETRFERE
General Reserve — as reported in the accrual-based Consolidated Statement of
Financial Position

YH#IEH  Adjustments for:

e HIZA AR IR ST RIRIAEAREVRE GE )

Liabilities recognized under the accrual basis but not the cash basis (Note a)

BRE4EHS Provision for pensions
Hfth & {#F Other liabilities

e HIZA AR R T R AREVEE GE a)

Assets recognized under the accrual basis but not the cash basis (Note a)

& Investments
&34 Loans
HAtn&zE

Other assets

FES N F B FE Y T (EG T

Increase in market value of investments with the Exchange Fund

TEAEBUF EE RIS G GE b)

Share of undistributed reserves of government business enterprises (Note b)

[EIEE B FEZ BT MEITESIFHEERE GE o
Share of net financial assets of
Hong Kong Housing Authority and Government Funds (Note c)

MEEERE - ReEBEHSSREFESRE GE

Fiscal Reserves — as reported in the cash-based Consolidated Account (Note d)

¥ Note:
(a) HEEPZOEUT — 2BEIMEE 30(a)(d) FIHAYEEAL -

Core Government only — refer to note 30(a)(i) for a list of the entities.
(b) 2Rz 30(b)(ii) FHAYEEAL » Refer to note 30(b)(ii) for a list of the entities.

2004
BHEIC $million

2003
BHEIC $million

155,883 217,481
321,266 307,806
21,583 21,442
342,849 329,248
(135,841) (131,035)

(18,492) (37,627)
(5,894) (1,142)
(4,489) (2,096)

(164,716) (171,900)

(51,939) (45,816)
(6,734) (13,542)

(58,673) (59,358)

275,343 315,471

(c) ZEdMTEE 30(a)(i) K (i) ¥HAYEEAL o Refer to note 30(a)(ii) and (iii) for a list of the entities.

(d) HPRfEsEEE —OO=2OMEREM AR S HHIGREIIREAN - —OOZ 20 =FENLEIFTIFHE -
The Lotteries Fund has been included in the cash-based Consolidated Account with effect from the year ended 31 March 2004;
the comparative figures for the year ended 31 March 2003 have been restated accordingly.

% 14 2 37 BRI RiE e s ey — 800 -

The notes on pages 14 to 37 form part of these financial statements.
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STATEMENT OF RECONCILIATION BETWEEN THE SURPLUSES/DEFICITS REPORTED

UNDER THE ACCRUAL BASIS AND UNDER THE CASH BASIS
FOR THE YEAR ENDED 31 MARCH 2004

HER (B4 - SREMBRBRCUESTHE R FTERE
Surplus/(Deficit) — as reported in the accrual-based Consolidated Statement of
Financial Performance

H#IEH Adjustments for:

e IR AMREFZ IR ST FIRIA A AMREIUAYBEIS. GE a)

(Revenue)/Expenses recognized under the accrual basis but not the cash basis (Note a)

AEMFAY;EE T Net increase in provisions

RITES N A A B Y A e (B (E B A AR YU s

Gains arising from changes in fair value of investments with the Exchange Fund
Ft B ER TR S R AR AT e A

Dividends waived and cost of shares used in loyalty issues

FHEFEEAYFRED Net decrease in stocks in hand

FEER U R ABREFZ g IR ARSI A/ GE )

Revenue/(Expenses) recognized under the cash basis but not the accrual basis (Note a)

HEEEEZTS Proceeds from sale of housing loans
IHEHFE Cash investments made
EERAFEE /A Net (increase)/decrease in loans

JEMS AR BLFEEIR B U HIGT AR B iV & S MR AL (&2 ER) B4t
Share of (surpluses)/deficits of other consolidated entities not included in
the cash-based Consolidated Account

BUF2E RANERE S (GE D)

Government business enterprises and the Exchange Fund (Note b)
s =R
Less: Net amount received

TEFEZEG KBUNES GE ©

Hong Kong Housing Authority and Government Funds (Note c)

HER /(B4 - HEWNHISESRE TSRS GE d)
Surplus/(Deficit) — as reported in the cash-based Consolidated Account (Note d)

¥ Note:

() HIRPZLEE - 2RffEE 30()3() FIHAVERAL -

Core Government only — refer to note 30(a)(i) for a list of the entities.
(b) £:EdffsE 30(b) FIHAYEE(r - Refer to note 30(b) for a list of the entities.

2004

BHEIC $million

2003

BHEIC $million

9,539 (43,384)
12,772 21,253
(2,393) (2,683)

675 413
34 7
11,088 18,990
15,455 -
(3,820) (2,345)
(276) 2,154
11,359 (191)
(72,289) (38,648)
907 848
(732) 638
(72,114) (37,162)
(40,128) (61,747)

(c) ZEJMTEE 30(a)(ii) K (iil) ¥HAYEEAL o Refer to note 30(a)(ii) and (iii) for a list of the entities.

(d) HP#EFEEH OO =2ONUFEREM AR FIEREIRERN - —OO_ 20 =FEHLEREF TIFHEE -
The Lotteries Fund has been included in the cash-based Consolidated Account with effect from the year ended 31 March 2004;

the comparative figures for the year ended 31 March 2003 have been restated accordingly.

5 14 2 37 HAIfRE/R R iE S B ke —aio -

The notes on pages 14 to 37 form part of these financial statements.

13




M3t NOTES TO THE FINANCIAL STATEMENTS

2.1

2.2
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Basis of Preparation

These consolidated financial statements are prepared on the
accrual basis of accounting, except where stated otherwise,
to present the overall financial performance and position of
the Government of the Hong Kong Special Administrative
Region (the Government) and to demonstrate the resources
held by the Government in the delivery of public services.

Reporting Entities and Basis of Consolidation

Reporting Entities

The entities included in these consolidated financial
statements are as follows:

a)  the General Revenue Account (GRA);

b)  the Funds established under section 29 of the Public
Finance Ordinance (Cap. 2) (Note 30(a)(i));

c) other Funds established by the Government for
specific purposes with their funding mainly from the
Government and the Government being responsible
for their use (Note 30(a)(ii));

d) government business enterprises in which the
Government has an investment holding of not less
than 20 per cent and of which the Government shares
the net earnings (Note 30(b)(ii));

e) the Hong Kong Housing Authority (HKHA); and

f)  the Exchange Fund.

Other Non-departmental Public Bodies

Entities whose resource consumption has been accounted
for in these consolidated financial statements as grants and
subventions, thereby reflecting the relationship between the
Government and these entities as one of purchaser and
provider of services, are not consolidated.

Basis of Consolidation

Entities in notes 2.1(a), (b), (c) and (e) are consolidated on
a line-by-line basis whereby similar items of revenue,
expenses, assets and liabilities are combined to give an
overall view of the Government’s financial performance
and position as if they were a single entity. Significant
transactions and balances of indebtedness between these
entities are eliminated, and adjustments are made to reflect
the financial performances and positions as of March 31 for
entities with a different reporting date.

Entities in notes 2.1(d) and (f) are consolidated on an
equity basis whereby the Government’s share of their
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current year’s net operating results are separately disclosed
in the Consolidated Statement of Financial Performance,
and the Government’s share of their net assets, less any
impairment losses recognized, are included in the
investments reported in the Consolidated Statement of
Financial Position.

Consolidated entities with financial year-end dates other
than March 31

For entities consolidated on a line-by-line basis and with a
financial year-end date other than March 31, consolidation
is based on the wunaudited accounts covering the
twelve-month period to March 31.

For entities consolidated on an equity basis and with a
reporting date other than March 31, consolidation is based
on the audited accounts available for the latest financial
year, with the exception of the Exchange Fund, of which
the financial year ends on December 31 and for which
adjustments are made to cover a twelve-month period to
March 31.

Principal Accounting Policies
a)  Revenue

For GRA and the funds established under the Public
Finance Ordinance (Cap. 2), revenue is recognized
when it is received. For other consolidated entities,
revenue is recognized when it is probable that the
economic benefit will flow to the entities concerned
and can be measured reliably.

b)  Expenses

For GRA and the funds established under the Public
Finance Ordinance (Cap. 2), the Government’s
expenses are recognized when they are paid except
for the following:

(i) accruals are made for major liabilities
including pensions in order to reflect the value
of the resources consumed in the reporting
period; and

(i)  stocks in hand.

For other consolidated entities, expenses are
recognized when a decrease in future economic
benefits relating to a decrease in an asset or an
increase of a liability has arisen that can be measured
reliably.

¢)  Cash and cash equivalents
Cash and cash equivalents are cash, placements with

banks and other financial institutions with an original
period to maturity of not more than three months.
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d)

g

h)

Investments with the Exchange Fund

These are surplus funds of the Government placed
with the Exchange Fund for investment purposes, and
are stated at fair value at the end of the financial year.
Changes in fair values are dealt with in the
Consolidated Statement of Financial Performance.

Investments

Investments in government business enterprises

For investments in those government business
enterprises in which the Government has an
investment holding of not less than 20 per cent and of
which the Government shares the net earnings (refer
to note 30(b)(ii) for a list of the entities), their values
are stated at the Government’s share of the net assets
of the entities concerned, less any impairment losses
recognized. For investments in other government
business enterprises, their values are stated at cost.
Gains or losses arising from disposal or
recognition/reversal of impairment losses are dealt
with in the Consolidated Statement of Financial
Performance.

Other investments

Other investments are stated at cost or fair value at
the end of the financial year. Changes in the fair
value of investments as well as gains or losses arising
from disposals or recognition/reversal of impairment
losses are dealt with in the Consolidated Statement of
Financial Performance.

Stocks in hand

Stocks in hand comprise properties held for sale,
stores, parts and consumables for own consumption
or sale in the course of the Government’s operations.
They are reported in the Consolidated Statement of
Financial Position using the weighted average cost
method to the extent that they are material.

Home Ownership Scheme (domestic) premises

Stock of re-purchased properties and unsold new
premises are stated at the lower of cost and net
realizable value. Premises under construction are
stated at cost.

Fixed assets

The Government will start to report its property, plant
and equipment commencing from the financial
statements for 2004-05 after the completion of the
relevant identification and valuation. The fixed
assets reported in this set of consolidated financial
statements are those of HKHA, whose accounts are
consolidated on a line-by-line basis.

Fixed assets are stated at cost less accumulated
depreciation except capital works / projects in



PrREGHITERMER - JTEZESR
EETE - I E R ERTHA A
FEEHABES I

progress which are stated at cost. Depreciation is
provided on a straight line basis to amortize the cost
of each fixed asset over its estimated useful life as
follows:

Vil

Categories

TRET I E R AR

Estimated useful lives

T (EFEA PR TR  Aa]

o BEIEAH R s i) 102404

Buildings (including site

formation, integral plant and 10 — 40 years

equipment)

BFNETRE EFAYER T EEAHT © (BEHE R B TARAVITEE AR 0 ER

Building improvement works

RS 8 SR (DAEIRT E A E)ET R

the remaining life of the building, except for fitting out works
and refurbishment which are depreciated over the remaining life
of the building or 8 years, whichever is the lower

BIS&EE S
Computer assets 5 years
BT ah S
Electronic equipment S years
AT IR R AR AR/ EITEE

Capital works / projects in
progress

not depreciated

B MERBXLHE FIRE
S ~ B LTET - BUF
BN NAERETILEY - HARAE]
HE ~ Bet RS IHRE - %
0N E] i i) S AT [ E A YR BT
GERE DRSO A Y
FA - EEFFTEEHER S
1k BEIHE 1% G S BUN -
FEEEAS ~ 8 RS LR NN
IR RIGEVERE - Hi s AR
AR 23 A AR A2 A 465 SR i
MAEBURT -

I - 23 - £U8 RBACZEHE Y
BEA G 11 L2 TS R AT AE BUR
&R & BRI R NE SR M E
- BRI - AMEEGY
W] € B EE HY & BT BUR T AR A
WRATHTES -

A_OOWFE=ZH=+—H  f£&
i~ B R LR TR E AT
e e F - IR 29 -
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Assets under Build-Operate-Transfer arrangements

In a Build-Operate-Transfer (BOT) arrangement, the
Government enters into an agreement with a private
sector company under which the company agrees to
finance, design and build a facility at its own cost,
and is given a concession, usually for a fixed period,
to operate that facility and collect revenue from its
operation before transferring the facility to the
Government at the end of the concession period.
For assets constructed by the private sector under
BOT arrangements, both the title to the assets and the
economic benefits arising from the assets are not
passed to the Government until the arrangements
expire.

Assets under BOT arrangements are therefore not
reported as assets in the Government’s Consolidated
Statement of Financial Position until the
arrangements expire. At the expiry of such
arrangements, the related assets are recognized and
depreciated according to the accounting policy on
fixed assets.

A list of the assets under BOT arrangements as at 31
March 2004 and the expiry dates of the arrangements
are at note 29.




J)

1ES 17
ABIRET]

BUFIRE SR 85T E R
By (% 485 =) wife A2 E 5]
[EAvra s INNEEZE S Ui
FIBSEK - FESZ(TREER MBS -

BT BRI 12 (it 9 B 28 (R = 51
& B FUEEAETE] (I EE
22) - fEMEEHHIEVEEHEAT - B
i 5t 72 2 IR fR S at B R JE 1T Y K
& - I e E RS RE D Eﬁﬁﬁ ?E
TGS RAEEIET R - &7
M BR[EANBRIREENEE
THESZHEE (BRSSATEWSN - &
DUEETHIAINR) -

a)  HTIREKA - fEEAAE
T BEE SR A A IR P I AE B
FRHS T AV BT B R

&

b)  FIEEH - EHRBKEE
AR e S 5] 1 S B bR ek b
— I I B B IR S &

&
o  EEWE KA - fEEBUN
BIREBEER T AN

DORE RN 25 ) B MO B s
5

- AR ER i (F & 8T
5 HCHET e R
(B S E B A P
UNNZ- SV

- ERREEEVEE -

ATt as E e/ &
B AN LU

d)  ERFEDER - fEREE
FRGR (Rat #H2 B S UR IR
AR IR B Ry T T3
IEYEURF B IR RIE  Brat

(AR 5 18 2B SRR
N

LA S AEA]

&0 B < K B2 DA RE R A

R > AR - BIAOFRE - B
KEBEER] - QST RS A
i -
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J)

Employee benefits

Retirement benefits

For employees participating in the Mandatory
Provident Fund Schemes as required under the
Mandatory Provident Fund Schemes Ordinance (Cap.
485), the Government’s contributions to the schemes
are reported as expenses upon payment.

The Government operates a number of pension
schemes which are defined benefit schemes (see note
22). For the purpose of accrual-based accounting,
the Government’s obligations under these pension
schemes are determined at periodical intervals by an
independent qualified actuary using the Projected
Unit Credit Method. The pension benefits included
in the Consolidated Statement of Financial
Performance comprise the following expense items,
all of which are accounted for on the accrual basis
except otherwise indicated:

a) current service cost — represents the increase
in the Government’s pension liabilities arising
from service in the financial year being
reported on;

b) interest cost — represents the increase in the
Government’s pension liabilities which arises
because the pension benefits are one year
closer to settlement;

c) actuarial gain/loss — represents the decrease
(for actuarial gain) or increase (for actuarial
loss) in the Government’s pension liabilities
arising from:

—  experience adjustments (i.e. the effect of
differences between the previous
actuarial assumptions and what has
actually occurred); and

—  the effect of changes in actuarial
assumptions.

Actuarial gain/loss is recognized in full as
identified; and

d) curtailment loss — represents the increase in
the Government’s pension liabilities arising
from the payment of pension benefits to
participants of the voluntary retirement
schemes earlier than would otherwise be the
case. Curtailment loss is recognized in full
as identified.

Other employee benefits

Contract gratuities and leave are accrued while other
benefits such as housing, medical and education are
recognized when they are paid.



FRIE ~ 2 R FEERIRSLFRIE Taxes, rates and duties

W ELFEUL Internal revenue
FI4EF7 Profits tax
FZEM Salaries tax
[#F2F1 Betting duty
E[IfERR Stamp duties
H AP ERFRU Other internal revenue

—f%=f General rates
FESRFR 72 IE Duties
HHfif2 Motor vehicle taxes

FE4 U A Rental income

EZHeYEFl4 Rents from HKHA's properties
FESR A= AaH(E B 9 = A ystAd
Government rents charged at 3% of rateable values
BUF - #hEEE Government land licences

BURYI2FH<: Rents from government properties

BIEWEE Fees and charges

£&% Economic

HpaE=t Infrastructure

2% Security

& R NS Community and external affairs
AR Support

IRIE N &%) Environment and food

HAr Others

19

2004

EHEIT $million

2003

EHEIT $million

48,771 38,795
27,977 29,733
11,636 10,921
11,245 7,458
6,092 6,983
105,721 93,890
10,167 8,411
6,422 6,620
2,724 2,510
125,034 111,431
2004 2003

EHEIC $million

BHEIT $million

14,679 14,272
3,947 4,145
1,644 1,741
1,514 1,505

21,784 21,663

2004 2003

HEIC $million

BT $million

4,490 3411
3,407 3332
930 901
560 617
484 448
417 648
242 328
10,530 9,685




10.

INFEEZE Utilities

7K¥# Waterworks

J5/KEEEERR 75 Sewage services
ZGEMEGE Marine ferry terminals

B R 4SHERR Royalties and concessions

TEtR FfxiE Bridges and tunnels
IR Parking

HififsEr Vehicles examination
HAth Others

HAME B A Other operating revenue

e (B 7 < e Bk B2 BT 7 R e A

Recovery of salaries and staff on-costs 1,621 1,738
05K ~ QUL K E14 Fines, forfeitures and penalties 846 843
INEFES Mark Six Lottery 812 717
U [B16Y26 45 K $8 5 2k38 Recovery of overpayments and losses 389 353
HAh Others 1,453 1,034
5,121 4,685
#1& ~ R REAEE¥EF] Salaries, allowances and other employee benefits
2004 2003
BHEIC $million HEIT $million
#Hi4 K ERE Salaries and allowances 57,856 59,520
BIRSIRITHRES A (Ff5E 22)
Pension current service cost (Note 22) 9,743 9,481
HAh{g E%EF] Other employee benefits 491 894
68,090 69,895

2004
BHEIT $million

2003

BEIT $million

2,126 1,446
544 383
199 225

2,869 2,054

2004 2003

HEIC $million

HEIT $million

1,033 1,045
373 412
59 60
211 209
1,676 1,726
2004 2003

EHEIT $million

EHEIT $million
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12.

13.

HA4ZEHFAS, Other operating expenses

TEFEIRTS R B 2EE B Hire of services and professional fees
#8h4: Grants

4E(&fRE Maintenance

FIE K &S] Light and power

5 & 7K Purchase of water

HEIEBA Y, Miscellaneous

— G EAIELE H B General other non-recurrent
EFIFRAYYIR B % Specialist supplies, stores and equipment
FEVIEE PR iAYIE(E Operation of waste facilities

{TEBA S, Administration expenses

Vi EHER (A&

Rents and management charges for properties (other than quarters)
P TR E SR AR SR AR A L

Fight Against Severe Acute Respiratory Syndrome

B & 7{bEE) Publicity and cultural activities
HFHE(R#H{E<4: Payments for voluntary retirement
BB E IR

Campaign To Re-launch Hong Kong’s Economy

R MEBI4% Recurrent subventions

0% Education

&4 Health

HE1EF] Social welfare
4%% Economic

HAth Others

e fRERST Social security payments

AL e (RERED) Comprehensive social security assistance
N HAEF 4518 Social security allowance scheme
HAEAY, Other payments
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2004

HEIC $million

2003

BT $million

9,120 8,986
5,978 4,247
5311 5,351
2,963 2,991
2,510 2,485
2,396 2,601
2,058 991
1,679 1,761
1,214 1,295
1,065 1,253

725 830
687 ]
669 685
573 1,095
545 ]
37,493 34,571
2004 2003

HEIT $million

EHEIT $million

40,799 40,558
29,232 29,702
6,948 6,844
1,505 2,068
1,479 1,711
79,963 80,883
2004 2003

EHEIT $million

HEITC $million

17,306 16,131
5,214 5,281
340 403
22,860 21,815




14.

15.

16.

JELRHBEY, Capital expenses

FEEEY) Buildings
JELE & B4 Capital subventions
\E% Highways
T ARTHE Civil engineering works
A &% New towns and urban area developments
B Drainage
/2 Housing
if@?%’zﬁﬁ Land acquisition
FERS{LETE] Computerisation
K7 Waterworks
O Fo 13528 Port and airport development
f)%% Eﬁm 5o Ko/ NEUT A2 Plant, vehicles, equipment and minor works
FHEL4R5%MHE Major systems and equipment

(& A Land premia

ERTERIT B2y ~ it R EET T 324y
Modification of existing leases, exchanges and extensions

TR 5203t Private treaty grants
NS RIS 13 Sales by public auction and tender
SOHAER 0 E I Er Fees received in respect of short-term waivers

EEAHEE(EEEDAVFCHMA

Net (expenses) / revenue from Home Ownership Scheme (HOS)

Yz A Income
48 = A Operating costs
#EFE Provisions
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2004

HEIT $million

2003

BHEIT $million

8,317 9,716
6,016 3,931
5,056 3,283
3,721 4,156
2,905 2,834
2,184 2,017
1,977 2,918
1,365 991
1,123 1,070
1,086 980
819 397
705 952
550 505
35,824 33,750
2004 2003

EHEIC $million

EHEIT $million

2,860 4,424
1,432 3,058
878 3,732
231 228
5,401 11,442
2004 2003

HEIC $million

BT $million

888 6,439
(2,091) (4,291)

(159) (382)
(1,362) 1,766




17.

(@)

(b)

FIEEFEE UL A Interest and investment income

FESNETLE YRR ([ffEE 17(b))

Investments with the Exchange Fund (Note 17(b))

F]E U A Interest income
RIS o (B B S 2 A a2

Gains arising from changes in fair value

BRI E B A

Interest on loans and investment income

BAREAEIFIEER (KR 22)

Interest cost on pension liabilities (Note 22)

2004 2003
EHEIT $million HE T $million

25,772 17,461
2,393 2,683
28,165 20,144
2,681 1,348
30,846 21,492
(16,637) (15,495)
14,209 5.997

FESNERESHVEE Investments with the Exchange Fund

EEBUNF AL NE R E I B
HRAVFIH © SR e M BIRIL R FTHE iz
FY 2,874.98 (BT - ¥ [t 24 B9
SR SRR B E AR
FEAVAHRA 280 2,830.15 (BT A%

K AR e —OOME=H =+
—HEYT{EER - & TERA
by -
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These are the Government’s funds deposited with the
Exchange Fund for investment purposes. The amount of
$287,498 million stated in the Consolidated Statement of
Financial Position is higher than the corresponding amount
of $283,015 million reported in the Exchange Fund's
unaudited balance sheet reproduced at note 24 below. The
difference is due to the former being stated at market value
as at 31 March 2004 and the latter at cost.
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19.

TEBFAZEAYHEE Investments in government business enterprises

PEEREAGE a)  Cost of investments (Note a)
JE(L AR R3EEEF  Share of undistributed reserves

FHH4%58%  Balance at beginning of the year

FE(ERTEAZH%L  Share of prior year adjustments
JE(LENFB R 598 Share of profits and losses for the year

FE{LE R (EE b) Share of distributions for the year (Note b)

FE(LE #5555 Share of other reserve movements

484588 Balance at end of the year

FE(LEEES{H  Share of net assets
=3k Loans

¥ Note:
(a) sH2RMTEE 30(b)(i)F ! HHAVEURN 13

2004
BHEIT $million

2003
BEIT $million

116,901 111,948
45816 40,715
(1,844) (1,148)

6,551 7,160
(2,567) (2,011)
3,983 1,100
51,939 45816
168,840 157,764
2,318 1,331
171,158 159,095

Please refer to note 30(b)(ii) for a list of the government business enterprises included.

(b) EFEGEUHEE 6.75 (BT (2003 : 2.19 (E70) e LAREAUE. 9.86 (BIT (2003 - 9.44 (£7T) -
This includes dividends waived and shares received in lieu of dividends amounting to $675 million (2003 : $219

million) and $986 million (2003 : $944 million) respectively.

HAHEZE Other investments

EEEFTEIYE Investments made by HKHA
HMEEAT{EIVIEE Investments made by other funds

oo MBH#EER/T Asian Development Bank

HE B EAIR/A S New Hong Kong Tunnel Company Limited
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2004
BHEIC $million

2003

BHEIC $million

11,435 21,510
5,591 4,349
87 87

56 56
17,169 26,002
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B EE Y08 Loans and advances

& &2k Education loans
W EIE(3E a)  Advances (Note a)

BT RS A RBUMETT/KESGE TR

2004
BHEIT $million

2003
BEIT $million

Loan to the Guangdong Provincial People’s Government for water

quality improvement project

FEZEERINE RN BEEEIEK

Home Purchase / Assistance Loans provided by HKHA
ANBEREREEF(EE b)  Civil servants housing loans (Note b)

H &=k Other loans
FEEHGEHNIOIEEEE SR E REEENGEE b)

Sandwich class housing loans and home starter housing loans

o
(a)

(b)

administered by Housing Society (Note b)

BFEAE_EAUESRRIHRY— 2 11.62
87T (2003 - 11.62 [For) HEA#K
e ABEE T HEIRES - ] S
BRFHSHERE (HERE) I
0] - 3% B AT AR 4 HETUE
—NIVEZHWE - BE > £
NWE—H > BREHSHEER
HAE R TR BT - B
BRESIRENTE - ZELE L
T EZHNEREZEREE
PRFET AR —RIE - MERE
KA FARRTTEEBUT IR
ARETEA RIS EREK - [N AR
15 (BIFEAHER RS IMRFHREMRDI) (55
190 %) - HEZEEBHGETTY -
RIEL > BEASE UL SR - B
FEAR iR -

FE—OO=2OVUM B - TR
AT B BT R R & (H 8
feil R R SR > Wi e af B A FH
AR LMEERREPIH - £5
R RITT & BUR A B E
FEGHRR - B BRFIT B BUT G &
ERNEREEERFEEBLE
TR ©

EHIRAE —OO=2OMFEEHH!
BIVABRFBEER (47.8 (870
HOLFEE(ERERX (8.18 {8IT) &
EREFEE (98,57 (BT) Fifs -
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6,954 6,177
2,703 2,923
2,246 2,364
1,937 2,910
376 5,215
1,337 1,562
- 14,876
15,553 36,027

Note:

(@)

(b)

Included in the advances above is a sum of $1,162
million (2003 : $1,162 million) being the outstanding
balance of expenditure on Vietnamese migrants
recoverable from the United Nations High
Commissioner for Refugees (UNHCR). The last
repayment, amounting to $4 million, was received in

February 1998. In January 1998, the High
Commissioner  for  Refugees informed the
Government of the Hong Kong Special

Administrative Region (HKSAR) that in the absence
of further funding prospects, the repayment in
February 1998 was the last reimbursement that the
UNHCR could realistically foresee. If the UNHCR
defaults on repayment of the outstanding advances,
the Government of the HKSAR will not be able to
enforce repayment through legal means as the
UNHCR is immune from suit under the International
Organisations and Diplomatic Privileges Ordinance
(Cap. 190). Consequently, the full recovery of the
amount due is doubtful.

During the financial year 2003-04, the Government of
the HKSAR continued to pursue the repayment of the
outstanding advances from the UNHCR and to urge it
to make renewed efforts to look for donations with a
view to settling the amount. So far, the Government
of the HKSAR has not received any further
repayments or donations. Efforts to press the
UNHCR for early settlement of the outstanding
advances will continue.

After deducting the sums received from sale of civil
servants housing loans ($4,780 million), sandwich
class housing loans ($818 million) and home starter
housing loans ($9,857 million) in 2003-04.
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22.

HAEZE Other assets

[EEAHHEE () #F

Home Ownership Scheme (domestic) premises

HE BRI EREH

Balance of proceeds receivable from sale of housing loans
FHEFE Stocks in hand

JEUCIETE Accounts receivable

BIRE&XEH Provision for pensions

U EER BETRRR AR Eat ] -

a)  IAFRBIREFE - 52 CBIK
BB (% 89 =) CEIAREAzE
&y (5599 =)~ CRIRE(HEIN)
B (55 305 &)~ CGEfRa (FF
AIEUE) (BEEEHER) RO (%
80 &)~ CBRIk&E: (RrpliiE) (&
A TER) FRED (% 90 =)

GRS (Rralfie ) (BRsEIeR
&) BT (55 387 &) ke CRIR
& (FralfiE ) (BEREER)
B (35 477 &) FERVRRE
&F

b)  EEAREMRTAE - 5% (B
REAZZETENRBT (55 401
) K CRIREEEIERET) (55 305
B RUE VIR REER

o  MEAEMZA ] - 52 (PSR
R (3 94 &) K (IisHE
e I ERGI) (55 205 ERVERY
e 5 DU

A IR LA - i
% QYRR T2 S )

(%579 %) B GEAEGHIMER)

(55 305 & ) HUEHIHEIIATER -

AR TR R i A 8 (iR IR
atll]) 9 AFUEEAEHE] B ABR
KElENB RS EISIEHEMEE - 1M
HLERRIIEE B RS (DUEE £:8
Sdg e E E PR - AB AR
PRazat S RS B AL B3 H 2 4K R
A FLr ZOOOF AN A —HEEAEZ
BHYAT R - A ERSIN - BRBK
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2004
BHE T $million

2003
BEIT $million

15,460 12,996
4,470 -
1,019 1,086

818 1,155

21,767 15,237

The Government operates four major types of pension
schemes:

a)  Civil Service Pension Scheme — refers to the pension
benefits governed by Pensions Ordinance (Cap. 89),
Pension Benefits Ordinance (Cap. 99), Pensions
(Increase) Ordinance (Cap. 305), Pensions (Special
Provisions) (Hospital Authority) Ordinance (Cap.
80), Pensions (Special Provisions) (Hong Kong
Polytechnic) Ordinance (Cap. 90), Pensions (Special
Provisions) (Vocational Training Council) Ordinance
(Cap. 387) and Pensions (Special Provisions) (The
Hong Kong Institute of Education) Ordinance
(Cap. 477);

b)  Judicial Service Pension Scheme — refers to the
pension benefits governed by Pension Benefits
(Judicial Officers) Ordinance (Cap. 401) and
Pensions (Increase) Ordinance (Cap. 305);

¢)  Widows and Orphans Pension Scheme — refers to the
pension benefits governed by Widows and Orphans
Pension Ordinance (Cap. 94) and Widows and
Orphans Pension (Increase) Ordinance (Cap. 205);
and

d)  Surviving Spouses' and Children's Pensions Scheme —
refers to the pension benefits governed by Surviving
Spouses' and Children's Pensions Ordinance (Cap.
79) and Pensions (Increase) Ordinance (Cap. 305).

All the pension schemes above are defined benefit schemes
with the civil and judicial pension schemes being
non-contributory and the other two schemes being
contributory (either at a fixed amount or as a percentage on
salaries). The Civil Service Pension Scheme and the
dependant pension schemes are closed schemes. Civil
servants appointed on or after 1 June 2000 are not eligible
to join. The operation and funding of the pension
schemes are governed by the relevant pension legislation.



SETEIRVEEFIE SR - — B tERIAY For the purpose of accrual-based accounting, the

BORETEBIFRE o« fEESTHRIYE R Government’s financial liabilities under these schemes as at
T B sstEiaE — OO0 "4 =H 31 March 2002 and 31 March 2003 as well as the current
=+ —HI—O0O=&=H j_{_izaﬂ: service costs for 2003-04, 2004-05 and 2005-06 were
EIT]ﬂ R fu&_aooégam =0 assessed by an independent qualified actuary using the

Projected Unit Credit Method and the following principal
actuarial assumptions:

OWZEOL  ZOOREONERIHIT
AR R A - BB & B R AT T
STERALAG (T RACA R HEFE - ERHEIETE
oh o BRAE T AT O R SR R R

HEIHR Discount rate 5.5%
RIREEHEEEATHI R @R (51)
Expected rate of return on the assets of the pension schemes Not applicable (Note)

HREVEBGIE — BRELL MR

Future salary increases — consisting of the following components:
~- HERNRAEES
Inflation and productivity -3.23% — 2.5%

- BT RAZENHEE (R BB AIELRE T )

Promotion and annual increments (based on a set of age-related rates) 0.04% - 4.5%

FERA BRI TAERE AR & (HH S ) -

Movements in the liabilities recognized in the Statement of Financial Position:

2004 2003
BHEJT $million HEIT $million

FEBIRERIEHHE

Present value of pension obligations at beginning of the year 307,806 286,303
TR 5 PR TR ARAYBHSZ

Expenses recognized in the Statement of Financial Performance 26,380 32,980
7 (ST EF] Benefits paid (12,920) (11,477)
LR IR ERIEHRBIE

Present value of pension obligations at end of the year 321,266 307,806

FERA BRI RS AMRAIBESZ -

Expenses recognized in the Statement of Financial Performance:

2004 2003
BHE T $million HEIT $million
FMIEZER (s 17(a)) Interest cost (Note 17(a)) 16,637 15,495
TR A (ff:E 10) Current service cost (Note 10) 9,743 9,481
BB HAETHE Curtailment loss ) 5.587
FEEE5HE Actuarial loss - 2,417
26,380 32,980
= BUNEALERE AEBKREEEE Note: The Government’s pension liabilities are basically
W4 LU AEERSETE] unfunded and hence there is no expected rate of
GREOYTERAERZ « IR kS A return on the assets of the pension schemes. The
I - Bk TER pension legislation provides that payments of all
%m%ﬁ; )\%ﬁj‘:ﬁé E;ﬁ%gg pension benefits should be charged to the General
ST N ’ D

Revenue. Accordingly, funds are set aside every
year from the General Revenue Account for pension

HE— AR H TR R - LARE

27
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(HRIRERVFIS - BUFH— LT
FHRFRIL T A RBIREEEE
& (GREHE R —FHE R 26
52 EE B ARAE BT — %
WASZ A BB IRERT - FLIE
AR - ERER _OONHF
ZHZ=—HVESER Ay 14523 (B
G (2003 :123.77 (BT )

HAEME Other liabilities

#E{ Provisions

HEREHAGGE)  Untaken leave (Note)
HAt Others

WIERIE Deposits
FEfTHREIE Accounts payable
HAh Others

%
o

e o (B 2 5 AE U (E B (R
EEIERE (RIEBUEARTT
) #8{E - SEHLAE AT SK
st H - E{E 2 REIER - i5H
AEGHERD - & S HE
TyAARIUESY - AR LR
B At 8 0 P 65 < B AN S
i - FEZOOOF T AR AR
NHEE - BRSBTS AT A]
B E AN a5 BN
SLSRRSIESEE SIS P ESS
20 H - SPHEESH R E L R
40 H - EfE(ERE - 0 AR
BEEHIR A B mlayatE] - 75
st H & BURAE 1 85 (B0 5 T HY
SRR -
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payments. To meet payments of civil service
pensions in the most unlikely event that the
Government cannot meet such liabilities from the
General Revenue, the Government has since 1995
maintained a Civil Service Pension Reserve Fund
which could cover the pension payment for one
year. The balance of this Fund was $14,523
million as at 31 March 2004 (2003: $12,377
million).

2004 2003
HE T $million BHEJC $million

20,061 20,326
7,534 6,090
27,595 26,416
13,132 12,460
5,510 6,524
162 131
46,399 45,531

Note: The provision for ‘untaken leave’ gives an indication

of the overall amount of leave earned but not yet taken
by serving officers calculated at their current salary
levels. As and when officers clear their untaken
leave balance, such liability is expected to decrease.
In case officers have untaken leave when leaving the
Government, the liability for untaken leave will be
absorbed within the salary provisions for the
departments concerned. It should be noted that both
leave earning rates and leave accumulation limits have
been substantially reduced for civil servants recruited
after May 2000. To illustrate, the average leave
earning rate of these civil servants is about 20 days per
annum and the average accumulation limit is about 40
days. With this and the planned reduction in the civil
service establishment in the coming years, it is
expected that the Government's liability for untaken
leave will decline over time.
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Y NEE S L Exchange Fund Reserve
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The Monetary Authority, under delegated authority from
the Financial Secretary as Controller of the Exchange Fund
(the Fund), manages the Fund in accordance with the
provisions of the Exchange Fund Ordinance (Cap. 66).
The net assets of the Fund as at 31 March 2004 are
represented by the Exchange Fund Reserve in the
Consolidated Statement of Financial Position.  The
movements of the Exchange Fund Reserve during the years
ended 31 March 2003 and 31 March 2004 were as follows:

2004 2003
HEIT $million HEIC $million
FE4568F Balance at beginning of the year 330,390 298,902
YISEE (L f Premises revaluation reserve 9 .
BE —AEEEFE (FfsE 26) Transfer from General Reserve (Note 26) 65,738 31,488
F42458: Balance at end of the year 396,137 330,390

NZOO=FE=ZH = H—HERZOOWE=A=+—H INEEAEEERERME CREET) 0T
The Exchange Fund's abridged Balance Sheets (unaudited) as at 31 March 2003 and 31 March 2004 were as follows:

2004 2003
HEIC $million HEJC $million
EE Assets

JNEEEEE Foreign currency assets 979,283 898,702
T EE Hong Kong dollar assets 83,689 61,018

1,062,972 959,720

&{#E Liabilities
AR I TBU&E BURERK
Placements by Hong Kong Special
Administrative Region Government (283,015) (318,058)
EfEEEHHE Certificates of Indebtedness (136,465) (121,925)
SNEFL S EEIE K 5% Exchange Fund Bills and Notes (124,276) (121,609)
PRAT S HAh RS K
Placements by banks and other financial institutions (41,227) (38,435)
BURF ST AT AR S
Government-issued currency notes and coins in circulation (6,574) (6,315)
B L EHS K
Placements by Hong Kong statutory bodies - (4,238)
$R1THS %4588 Balance of the banking system (54,682) (1,586)
H A E{E Other liabilities (20,596) (17,164)
(666,835) (629,330)

EEF(E Net assets

396,137 330,390




25. BEEEEATEBEEZRENEEEE
Fixed assets (these are the fixed assets of the Hong Kong Housing Authority)
Ii5] 7 B ERRRIR I FE R A gr & BRI N B TE A B S -
The total net book value of fixed assets is represented by the Capital Expenditure Reserve in the Consolidated
Statement of Financial Position.

2 Cost

P _OO=FmM"A—H

At 1 April 2003

REGEE b) Additions (Note b)
1% B/t HoAth [ 2 & Al
Transfer from/(to) other fixed
assets categories

S5k Disposals

A= OOME=A=+—H
At 31 March 2004

RelrE
Accumulated depreciation
A—OO=4FMA—H

At 1 April 2003
FENFTEE Charge for the year

PreglalE
Written back on disposal

A= OOME=A=+—H
At 31 March 2004

TEFE;E{E Net Book Value

B OOmE=A=+—H
At 31 March 2004

AZOO=E=H=+—H
At 31 March 2003

£ Note:
(a) BIFEHIEESEEE TAE o

Including site formation.

T
N HATR
N LS Ll
i SX ETE ) N Capital
GE a) Building EiGHEE  E T Works /

Buildings Improvement Computer Electronic Projects in HREE
(Note a) Works Assets Equipment Progress Total
HETT HETT HETT HETT HETT HETT
$million $million $million $million $million $million
122,266 2,673 1,004 651 13,291 139,885

977 - - - 10,477 11,454
8,693 257 84 27 (9,061) -
(69) (2) - (3) - (74)
131,867 2,928 1,088 675 14,707 151,265
24,799 1,258 667 546 - 27,270
3,363 317 140 59 - 3,879
(34) (1) - (2) - (37)
28,128 1,574 807 603 - 31,112
103,739 1,354 281 72 14,707 120,153
97,467 1,415 337 105 13,291 112,615

(b) HEFTREVEA TR/ATRIEHIFRYITERSZHY 100 ETT

Capital Works/projects in progress is net of $1 million recognized as expenses.
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27.

—{fE5 General Reserve

2004 2003
HEIC $million HEIC $million
FE4ERS  Balance at beginning of the year 217,481 294,980
ERFEIES /(B5%1)  Net surplus/(deficit) for the year 9,539 (43,384)
FEASEUR (SR BTRT R R R At (R S Eh 240 (FFEE 18)
Share of prior year adjustments and other reserve movements in
government business enterprises (Note 18) 2,139 (48)

e GsER)NEE S (FEE 24)

Transfer from/(to) Exchange Fund Reserve (Note 24) (65,738) (31,488)
E (8 E ARG FNEEEEFEI (FEE 25)

Transfer from/(to) Capital Expenditure Reserve

(being net increase in fixed assets (Note 25)) (7,538) (2,579)

FX4ERR Balance at end of the year 155,883 217,481

&P Commitments

(@)

(b)

B AR EPE Capital commitments
RZOO=F=A=1—HEK_OOWFE=H="+—H ' REFELLGFEMFHRENITE R REEREEL
T
Outstanding capital commitments as at 31 March 2003 and 31 March 2004 not provided for in the consolidated
financial statements were as follows:
2004 2003

BT $million BHEIT $million

() EBEAITHEEH - Vg - e

Capital works projects, property, plant and equipment

ELSELYEAREH Contracted but not provided for: 84,708 89,103

CAZfE{EAEZ4Y Approved but not contracted for: 120,429 123,201

(i) R¥E Investments
JEIEEREE Outstanding commitment: 12,755 15,744

(i) E#X Loans
EIERREE Outstanding commitment: 26,704 23,018

FHHRIE Leasing commitments
AZOOUE=H=+—H » REAEIUHNKEHEN B R A 2R REeE%E 5 11.87 (ET
(2003 - $8.12 (570 -

As at 31 March 2004, the total future minimum lease payments under non-cancelable operating leases were
$1,187 million (2003 : $812 million).
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BA&fE Contingent liabilities

“OOME=HA=+—H " BIF=EH
BEAT

a) HEBLCOERHRERRE R
GHIFTAEEINIREE 9499 (K
IC 5 (2003 : 96.28 (ETD) ;

b)  EUNEEEE R EE LAY
fREGE 32.62 (8IC (2003 - 14.86

BT
¢ ERINE 113 EIT (2003 - 47.09 (EF
)

d) BB ESMEFRASGEEER
BHTHREMERAVER i‘ﬁ*—{%?riﬂﬁﬁ
TERYOREE 4.18 (BIT (2003 #%)

e FTRERS SN BA SR TER B AT AR
20.69 {&IT (2003 :19.20 (FT) ;

p o SRAT R H M B A R 2
sHEI AN R EERE] (A
NS JatE]) T EE R B
RALHAE R - B g
B ORes - FTS RVEE & - B
NERSE 50 A 721.60 {EI0
2003 : 836.35 (EF7T) BINERE
MG ey Rl & 52.79 (BT @003 -
4711 (E7T) - [FEGR5 - BRIFA
B8 1) 2 10 R SR R 1 A Y & W A
DUR(HEE - EEGERGIHANVE 3
S5 FALIEREEERESE - DL
R A 8 9 O ) A el i 7 DA B T
{EAIR B EREREER
FIT S IV AR J& DA 88 R (B4
SRAT e Ho A i 75 1% R Y 42 48 (5
Ho BH . RAtsCEAEN g
W o iR st H s b
BN ERE TSR 194.02 (8
TC (2003 : 195.76 (ET) » JEIRERE
BB EBAAI A 13.50 (B0 (2003 -
22.29 (&70) ;

2 RO EEHEH ($ﬂ§*+
&) BEAEHAER RS - 8BS
HiEAY 2 53.31 (BT (2003 : 62.66
ED) BE TSR 044 (B
IC (2003 : 0.266 (E7T) » 1R3E LS5
(ﬂlééﬁfi%a DU B A RAYI#ERE
FE W R LR R HA 09 i AR P DR (E
HE - FEEERFHANEE 3 2 5 4
W LLE IR E SR B RS (R

BTG EAT LT EERS
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As at 31 March 2004, the Government had the following
contingent liabilities:

a)  guarantee to the Hong Kong Export Credit Insurance
Corporation for liabilities under contracts of
insurance amounting to $9,499 million (2003
39,628 million);

b)  guarantees provided under loan guarantee schemes
for small and medium enterprises amounting to
$3,262 million (2003 : $1,486 million);

¢) litigation amounting to $113 million (2003 : $4,709
million);

d)  guarantees provided under the Loan Guarantee
Scheme for Severe Acute Respiratory Syndrome
Impacted Industries amounting to $418 million
(2003 : nil);

e)  possible capital subscriptions to the Asian
Development Bank amounting to $2,069 million
(2003 : 81,920 million);

f default guarantees by HKHA in respect of mortgage
loans made by banks and other authorized financial
institutions on flats built and sold under HOS and the
Private  Sector Participation Scheme (PSPS)
amounting to $72,160 million (2003 . 883,635
million) for the Primary Market Scheme and $5,279
million (2003 : $4,711 million) for the Secondary
Market Scheme. It is HKHA’s view that
contingent liabilities on default guarantees will only
arise if the outstanding indebtedness of mortgages to
banks and other financial institutions cannot be
covered by proceeds from resale at the original
selling price for flats within the first two years of the
resale restriction period, at the prevailing HOS price
for flats from the third to the fifth year of such
period, and at the prevailing market price less
premium payable after the resale restriction period.
HKHA estimates its financial exposure to be $19,402
million (2003 : $19,576 million) for the Primary
Market Scheme and $1,350 million (2003 : $2,229
million) for the Secondary Market Scheme;

g)  default guarantees by HKHA for flats sold under the
Tenants Purchase Scheme (TPS) amounting to
$5,331 million (2003 : $6,266 million) for the
primary market and $44 million (2003 : $26.6
million) for secondary market.  Following the
rationale in (f) above and assuming that the
properties can be re-sold at the original selling price
for flats within the first two years of the resale
restriction period, at the prevailing TPS price for flats
from the third to the fifth year of such period (less the
actual amount of special credit for primary market
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h)

7

k)

flats) and at the prevailing market price less premium
payable after the resale restriction period, HKHA
estimates its financial exposure to be $2,868 million
(2003 : $3,225 million) for the primary market and
$15 million (2003 : $8.7 million) for the secondary
market;

a claim by legal action of a developer in the region of
$106 million (2003 : $106 million) against HKHA
arising from cancellation of sales of certain flats in
previous years;

structural safety guarantee (SSG) by HKHA for all
newly completed HOS and PSPS developments for a
period of 10 years (20 years for Tin Shui Wai area)
from the date of completion, including those existing
developments which were within the relevant SSG
period as at 13 April 2000. As at 31 March 2004,
there were about 142,000 units (2003 : 164,000 units)
of HOS and PSPS flats covered by the SSG
However, HKHA’s liabilities under the SSG cannot
be reasonably ascertained and have not been
recognized in the financial statements, except for
the total repair costs of $4.7 million (2003 : $3.5
million) incurred under the SSG since the year
2000-01;

judicial review proceedings were brought by 2 public
rental housing (PRH) tenants in respect of the
decisions of HKHA to defer the review of the rent of
its PRH estates in 2001 and 2002. In July and August
2003, the Court of First Instance decided the judicial
review application in favour of the applicants and
made orders to that effect. HKHA appealed against
the decision and the orders. The appeal was heard in
April 2004. On 22 November 2004, the Court of
Appeal allowed HKHA's appeal and set aside the
orders made in the Court of First Instance. The
applicants have 28 days (until 20 December 2004) to
apply for leave to appeal to the Court of Final Appeal
against the decision of the Court of Appeal. HKHA
considers that it is impracticable to disclose the
financial implications at this stage in view of the
possible appeal by the applicants; and

writs of summons on HKHA and the Secretary for
Justice were served by developers of two PSPS
development projects claiming for damages to be
assessed as a result of the purported breach of the
land grant conditions by HKHA and the Government.
Both HKHA and the Government would defend their
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case and the financial implications to HKHA and the
Government could not be reasonably ascertained at
this stage.

l) Legal proceedings are now underway regarding the
lawfulness of the Public Officers Pay Adjustment
Ordinance (Cap. 574), which implemented the civil
service pay adjustment with effect from 1 October
2002, and the Public Officers Pay Adjustments
(2004/2005)  Ordinance  (Cap. 580), which
implements the civil service pay adjustments with
effect from 1 January 2004 and 1 January 2005
respectively. In respect of the Public Officers Pay
Adjustment Ordinance (Cap. 574), the Court of
Appeal on 29 November 2004 allowed the appeals
against the ruling of the Court of First Instance which
was in favour of the Government. The Government
has decided to appeal to the Court of Final Appeal
against the Court of Appeal’s decision.  The
application in respect of the Public Officers Pay
Adjustments (2004/2005) Ordinance (Cap. 580) to
the Court of First Instance is pending. It is
impracticable to disclose the financial implications at
this stage.

B~ KB RBAILEHETHVEE Assets under Build-Operate-Transfer arrangements
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The names of the assets under Build-Operate-Transfer
arrangements as at 31 March 2004 and the expiry dates of
the arrangements are as follows:

a) The Eastern Harbour Crossing (expires in
August 2016);

b)  The Tate’s Cairn Tunnel (expires in July 2018);
¢)  The Western Harbour Crossing (expires in August

2023); and

d) Tai Lam Tunnel and Yuen Long Approach Road
(expires in May 2025).

R B HRFNEGEESERAVEEN Entities consolidated in these financial statements
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a)  Entities consolidated on a line-by-line basis

)] Core Government — comprising the General
Revenue Account and the Funds established
under Section 29 of the Public Finance
Ordinance (Cap. 2):
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b)

(i)

(iii)

Capital Works Reserve Fund
Capital Investment Fund

Civil Service Pension Reserve Fund
Disaster Relief Fund

Innovation and Technology Fund
Land Fund

Loan Fund

e S G o e

Lotteries Fund

Funds established by the Government for
specific purposes with their funding mainly
from the Government and the Government
being responsible for their use:

AIDS Trust Fund

Beat Drugs Fund Association

Consumer Legal Action Fund
Emergency Relief Fund

Environment and Conservation Fund
Health Care and Promotion Fund

Health Services Research Fund

Hong Kong Paralympians Fund ¢

X NN kDD -

Language Fund ¥

._.
e

New Technology Training Fund
Quality Education Fund

Queen Elizabeth Foundation for the
Mentally Handicapped

13.  Sir David Trench Fund for Recreation
14.  Supplementary Legal Aid Fund

— =
N =

15.  Trust Fund for Severe Acute Respiratory
Syndrome ¢

The Hong Kong Housing Authority

Entities consolidated on an equity basis

(@
(i)

The Exchange Fund

Government business enterprises in which the
Government has an investment holding of not
less than 20 per cent and of which the
Government shares the net earnings:

mAER
% owned *
Airport Authority 100%
Companies Registry Trading 100%
Fund
Electrical and Mechanical 100%
Services Trading Fund
Hong Kong Cyberport 100%
Development Holdings Limited
Hongkong International Theme 57%

Parks Limited ¥
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BURHMESS & Z#2 Government bonds and notes

a)

b)

BARHEAE]

BIFRE U OERAIRAE ¢

JUE#RE A

A

HEARAT

T
&

* BUNERES -

Directly owned by the Government.

b B R SRR R -

Hong Kong Science and 100%
Technology Parks Corporation

IEC Holdings Limited ¢ 88.89%
Kowloon-Canton Railway 100%
Corporation

Land Registry Trading Fund 100%
MTR Corporation Limited ¥ 76.25%
OFTA Trading Fund 100%
Post Office Trading Fund 100%
Tradelink Electronic Commerce 42.5%
Limited ¥

Urban Renewal Authority 100%

Financial year-end date not coterminous with that of the Government.

o E_—OO=2OMUMBUEEFIHRMNA

AN
Srt

IR -

Included in the consolidated financial statements starting with the financial year 2003-04.
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b)

In May 2004, the Government issued a $6 billion Toll
Revenue Bond to be repaid by the net toll revenue
receivable of the following Government-owned
tunnels and bridges to Hong Kong Link 2004
Limited, which issued bonds and notes of the same
amount to retail and institutional investors:

Aberdeen Tunnel;
Cross-Harbour Tunnel,

Lion Rock Tunnel;

Shing Mun Tunnels;

Tseung Kwan O Tunnel; and
Lantau Link.

SANRANE I

The Toll Revenue Bond will mature in May 2016 and
may be fully repaid before then.

In July 2004, the Government issued bonds and notes
totalling $20 billion to retail and institutional
investors.  These include institutional notes of
US$1.25 billion denominated in United States
dollars. These bonds and notes will mature within
the period from July 2006 to July 2019.
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B4R [ BY2% Discontinuing operations
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In July 2003, HKHA approved the proposal to divest its
retail and carparking facilities. The divestment plan would
enable HKHA to focus its resources on its core function as
a provider of subsidized public housing. The plan is to sell
the concerned facilities to a new company which will be
listed on the Hong Kong Stock Exchange in December
2004.

Certain comparative figures have been re-classified to
conform with the presentation of the current year.



