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Accrual-based consolidated financial statements
the Government for the year ended 31 March 20:
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INTRODUCTION

We are pleased to present in this booklet theuatbased consolidated financial statements
the stewardship statement of the Government fofitlagcial year 2013-14.

2. The accrual-based financial statements areapedpin addition to the annual caséisec
accounts and present the overall financial perfaceaand position of the Government.
stewardship statement describes in terms of phyesieasurements the major physical assets
buildings, infrastructure assets and land) ewygdoby the Government for the delivery of pu
services.

3.  We hope the information in this booklet will genteraetter understanding and promote gre
awareness of public finances in the community. efgttronic copy of the booklet is availabteoar
website (www.try.gov.hk).

Martin SIU
Director of Accounting Services
December 2014
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CONSOLIDATED STATEMENT OF FINANCIAL PERFORMANCE

FOR THE YEAR ENDED 31 MARCH 2014

Operating revenue
Taxes, rates and duties
Rental income
Fees and charges
Royalties and concessions
Utilities
Other operating revenue

Total operating revenue

Operating expenses
Salaries, allowances and other employee benefits
Other operating expenses
Recurrent subventions
Social security payments
Depreciation

Total operating expenses

(Deficit) / Surplus from operating activities

Non-operating revenue / (expenses)
Capital expenses
Land premia
Net revenue from home ownership assistance schemes
Interest and investment income
Interest expenses
Actuarial loss on pensions
Share of profits and losses of government busieetsprises
Surplus of the Exchange Fund

Net non-operating revenue

Net surplus for the year

The notes on pages 43 to 61 form part of thesadiahstatements.
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Note

O oo~ O

10
11
12
13
28

14

15
16
17
18(a)
19
24
20
27

2014 2013
HK$ million HK$ million
277,418 267,449
24,701 22,221
11,920 11,565
4,430 2,743
3,838 3,712
7,794 6,281
330,101 313,971
(88,697) (85,034)
(79,753) (82,772)
(114,381) (106,975)
(36,830) (27,814)
(11,680) (11,133)
(331,341) (313,728)
(1,240) 243
(66,533) (49,238)
67,851 86,171
2,412 2,204
46,733 49,377
(26,850) (26,810)
(14,242) (53,704)
20,979 37,680
9,573 29,223
39,923 74,903
38,683 75,146




CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 31 MARCH 2014

Financial assets
Investments with the Exchange Fund
Investments in government business enterprises
Other investments
Loans and advances
Other assets
Cash and cash equivalents

Liabilities
Provision for pensions
Bonds and notes issued
Other liabilities

Net financial assets
Net assets of the Exchange Fund

Fixed assets

Net assets

Represented by:
General Reserve
Exchange Fund Reserve

Capital Expenditure Reserve

The notes on pages 43 to 61 form part of thesadiahstatements.
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2014 2013
Note HK$ million HK$ million
18(b) 766,98 746,019
20 300,242 291,156
21 247,062 195,089
22 21,024 19,092
23 51,761 69,085
3(c) 19,252 18,777
1,406,326 1,339,218
24 (747,157) (714,745)
25 (105,197) (81,704)
26 (58,718) (56,698)
(911,072) (853,147)
495,254 486,071
27 637,668 628,095
28 370,696 351,060
1,503,618 1,465,226
29 495,254 486,071
27 637,668 628,095
30 370,696 351,060
1,503,618 1,465,226




CONSOLIDATED CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 MARCH 2014

CASH FLOWS FROM OPERATING ACTIVITIES
(Deficit) / Surplus from operating activities
Adjustments for:

Depreciation

Increase in stocks, accounts receivable, etc.
Decrease in liabilities and provisions
Write-off

Donated fixed assets received

Gain on disposal of fixed assets

Net cash inflow from operating activities

CASH FLOWS FROM NON-OPERATING ACTIVITIES
Receipt of land premia
Capital expenses
Increase in investments with the Exchange Fund
Receipt of interest and dividends
Additions to fixed assets
Increase in other investments (including governnbeisiness enterprises)
Loans made
Loan repayments received
Interest paid
Net cash inflow from home ownership assistanceses
Sale of flats
Home Purchase / Assistance Loans
Repayments of government bonds and notes
Proceeds from issue of government bonds
Proceeds from sale of housing loans
Proceeds from disposal of investments
Proceeds from disposal of fixed assets

Net cash outflow from non-operating activities

Net increase in cash and cash equivalents

Cash and cash equivalents as at the beginning ofelinancial year

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

The notes on pages 43 to 61 form part of thesadiahstatements.
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2014 2013
HK$ million HK$ million
(1,240) 243
11,680 11,133
(1,132) (377)
(4,215) (5,764)
109 141
- 1)
(990) (301)
5,452 4,831
4,212 5,074
84,224 69,559
(66,533) (49,257)
(20,966) (63,932)
55,286 54,809
(32,686) (29,345)
(46,941 (7,182
(4,144) (3,071)
2,375 1,870
(2,443) (1,814)
2,658 2,085
46 94
(7,000) (7,000)
30,068 28,135
151 127
4 139
2,164 593
(3,737) (4,190)
475 884
18,777 17,893
19,252 18,777




STATEMENT OF RECONCILIATION BETWEEN THE GENERAL RES ERVE REPORTED
UNDER THE ACCRUAL BASIS AND THE CONSOLIDATED FUND B ALANCE (FISCAL
RESERVES) REPORTED UNDER THE CASH BASIS

AS AT 31 MARCH 2014

2014 2013
HK$ million HK$ million
General Reserve 495,254 486,071
— as reported in the accrual-based Consolidated Stment of Financial Position
Adjustments for:
Liabilities recognised under the accrual basisrmttthe cash bas{®ote (a))
Provision for pensions 747,157 714,745
Bonds and notes issued 105,197 81,704
Other liabilities 27,410 26,250
879,764 822,699
Assets recognised under the accrual basis buhaatash basi@\ote (a))
Investments (232,037) (227,445)
Loans (20,860) (19,125)
Other assets (46,262) (65,111)
(299,159) (311,681)
Share of undistributed reserves of government legsienterprisgdNote (b)) (160,094) (150,889)
Share of net financial assets of other entifiéste (c)) (160,048) (112,286)
(320,142) (263,175)
Fiscal Reserves — as reported in the cash-based Gotidated Account 755,717 733,914

Note:

(a) Refer to Note 35(a)(i) and (iv) for a list o&thntities.

(b) Refer to Note 35(b)(ii) for a list of the entisi

(c) Refer to Note 35(a)(i) item 9, (ii) and (iii)rfa list of the entities.

The notes on pages 43 to 61 form part of thesadiahstatements.
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STATEMENT OF RECONCILIATION BETWEEN THE SURPLUSES R EPORTED UNDER THE

ACCRUAL BASIS AND UNDER THE CASH BASIS
FOR THE YEAR ENDED 31 MARCH 2014

2014 2013
HK$ million HK$ million
Surplus 38,683 75,146
— as reported in the accrual-based Consolidated Stment of Financial Performance
Adjustments for:
(Revenue) / Expenses recognised under the acausi but not the cash bagidote (a))
Net increase in pension liabilities 32,412 73,374
Net increase in other provisions 1,395 1,793
Depreciation of fixed assets 8,566 8,182
Net increase in interest expenses on bonds and note 6 10
Net decrease / (increase) in stocks in hand 110 (46)
Gain on disposal of fixed assets (990) (301)
Exchange (gain) / loss on foreign currency trarstat 3) 10
Exchange gain on bonds and notes (7 4)
Net increase / (decrease) in accrued expenses 249 (62)
Net decrease / (increase) in prepaid expenses 716 (827)
Net decrease / (increase) in accrued revenue 17,541 (16,951)
59,995 65,178
Revenue / (Expenses) recognised under the cashthasiot the accrual bagisote (a))
Additions to fixed assets (23,585) (20,453)
Investments made (11) (6)
Net increase in loans (1,914) (1,361)
Proceeds from sale of investment - 50
Proceeds from sale of housing loans 151 127
Proceeds from disposal of fixed assets 2,164 593
(23,195) (21,050)
Share of surpluses of other consolidated entitiésneiuded in
the cash-based Consolidated Account
Government business enterprises and the Exchange (Note (b)) (30,552) (66,903)
Less: Net amount received 11,467 27,859
Other entities (Note (c)) (34,595) (15,405)
(53,680) (54,449)
Surplus — as reported in the cash-based Consolidaté\ccount 21,803 64,825

Note

(a) Refer to Note 35(a)(i) (except item 9) and far)a list of the entities.
(b) Refer to Note 35(b) for a list of the entities.

(c) Refer to Note 35(a)(i) item 9, (ii) and (iii))rfa list of the entities.

The notes on pages 43 to 61 form part of thesadiahstatements.
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NOTES TO THE FINANCIAL STATEMENTS

2.1

2.2

2.3

2.4

Basis of preparation
These consolidated financial statements are pedpan the accrual basisf accounting, except where sta
otherwise, to present the overall financial perfange and position of the Government of the Hongd<8pecia

Administrative Region (the Government) and to destiate the resources held by the Government inl¢tieery of
public services.

Reporting entities and basis of consolidation

Reporting entities

The entities included in these consolidated firgrstatements are as follows:

a) the General Revenue Account (GRA);

b) the Funds established under section 29 of tidid®Finance Ordinance (Cap. 2) (Note 35(a)(i));

c) other Funds established by the Government for fipepurposes with their funding mainly from t
Government and the Government being responsiblthé&ir use (Note 35(a)(ii));

d) government business enterprises in which the Govent has an investment holding of not less thape2fen
and of which the Government shares the net eartidgte 35(b)(ii));

e) the Hong Kong Housing Authority (HKHA);
f) Hong Kong Link 2004 Limited; and

g) the Exchange Fund.

Other non-departmental public bodies

Entities whose resource consumption has been atmbior in these consolidated financial statemastgrants an
subventions, thereby reflecting thelationship between the Government and theseiemntis one of purchaser ¢
provider of services, are not consolidated.

Basis of consolidation

Entities in notes 2.1(a), (b), (c), (e) and (® apnsolidated on a line-by-line basis whereby lsiniiems of revenuu
expenses, assets and liabilities are combinedvi® aji overall view of the Government’s financiatfpemance an
position as if they were a single entity. Sigrafit transactions and balances of indebtedness &etinese entitie
are eliminated, and adjustments are made to rdflectinancial performance and position as of 3xdWdor entities
with a different reporting date.

Entities in notes 2.1(d) and (g) are consolidaiadan equity basis whereby the Government’s sbhtheir curren
year’s net operating results are separately diedlds the Consolidated Statement of Financial Pevdmce, and tr
Government’s share of their net assets, less amairment losses recognised, are included in thesitment:
reported in the Consolidated Statement of Finariaition.

Consolidated entities with financial year-emded other than 31 March

For entities consolidated on a line-by-line basid with a financial yeaend date other than 31 March, consolida
is based on the unaudited accounts covering thigéweonth period to 31 March.

For entities consolidated on an equity basis art aireporting date other than 31 March, consdbdas based o

the audited accounts available for the latest firdryear, with the exception of the Exchange Fund, bictv the
financial year ends on 31 December and for whighsiichents are made to cover a twelve-month ped@itMarch.
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3.

Principal accounting policies

a)

b)

d)

)

Revenue

For GRA and the fundsstablished under the Public Finance Ordinance.(gmccruals are made for me
revenue items (including taxes and duties, Govemiment and rates, utilities, land premia and egéranc
investment income). Other revenue items are rasedrwhen received.

For other consolidated entities, revenue is recmghivhen it is probable that the economic benefitflow to
the entities concerned and can be measured reliably

Expenses

For GRA and the funds established under the P#ifiance Ordinance (Cap. 2), accruals are made &or
expense items (including salaries, pensions, untaé&ave, contract gratuities, recurrent subventicesial
security payments, other operating expenses aatesitexpenses). Other expense itamsrecognised whe
paid.

For other consolidated entities, expenses are rised) when a decrease in future economic benefasimg tc
a decrease in an asset or an increase of a halhdg arisen that can be measured reliably.

Cash and cash equivalents

Cash and cash equivalents are cash, placementshaitks and other financial institutions with angoral
period to maturity of not more than three months.

Investments with the Exchange Fund

These are funds of the Governmenb{@& 18(b)) placed with the Exchange Fund for inmestt purposes, ai
are stated at cost.

Investments

Investments in government business enterprises

For investments in those government business aigespin which the Government has an investmertihg
of not less than 20 percent and of which the Gawemnt shares the net earnings (refer taeN35(b)(ii) for a lis
of the entities), their valuesestated at the Government’s share of the netsagbétie entities concerned, I
any impairment losses recognised. For investmiendgher government business enterprises, theuregahre
stated at cost. Gains or losses arising from d@lpor reognition / reversal of impairment losses are ¢
with in the Consolidated Statement of Financiaféemance.

Other investments

Other investments are stated at cost or fair vatube end of the financial year. Changes in #ievialue of
investments as well as gains or losses arising fil@mosal or recognition / reversal of impairmeogses ar
dealt with in the Consolidated Statement of Finalneerformance.

Loans and Advances

Loans and advances are stated at the prinaipalints outstanding or amortised cost less provisiodoubtful
debts. It is reviewed at the end of the finangiehr to determine whether there is any concreteos
information revealing that any amount may not b/ fiecoverable. Gains or lossadsing from recognition
reversal of provision for doubtful debts are death in the Consolidated Statement of Financiafétenance.

Accounts receivable
Accounts receivable is stated at cost or fair védse provision for doubtfudebts. It is reviewed at the end
the financial year to determine whether there ig ahjective evidence that an impairment loss hasn

incurred. Gains or losses arising from recognifiosaversal of provision for doubtful debts are [death in
the Consolidated Statement of Financial Performance
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h)

)

k)

Stocks in hand

Stocks in hand comprise stores, parts and consesdbl own consumption or sale in the course of
Government’s operations. They are reported inGbesolidatedStatement of Financial Position using
weighted average cost method to the extent that dhe material. Stocks in hand are reported asresq
when they are used.

Home Ownership Scheme (domestic) premises

Stock of re-purchased propertiand unsold new premises are stated at the loweostf and net realisak
value. Premises under development are statedsat co

Fixed assets

Except for land, some infrastructure assets (maiobds and drains) and heritage assetsGireernment?
fixed assets and those of the HKHA (which has bemmsolidated on a line-biyae basis in these financi
statements) are reported in these accrual-basadcial statements.

Fixed assets are stated at cost less accumulgbeelaittion. Cost comprises expenditure incurred in acqui
or bringing a fixed asset to its condition and tawa intended at the time of acquisition, constiarctor
development. Subsequent expenditure relating &xesting fixed asset is added to the camy@mount of th:
fixed asset if it is probable that future econorbi&nefits in excess of the originally assessed standf
performance of the asset will be obtained.

For those buildings whose costs cannot be ascedaialiably, their costs arbased on valuation (as
31 March 2004) made by independent qualified valuen a depreciated replacement cost basis.
CrossHarbour Tunnel, which was reverted to the Goverrtntan1l September 1999 after the expiry ¢
Build-Operate-Transfer mngement, it is valued at its original constructémst less accumulated deprecia
up to the date of reversion.

Infrastructure assets reported in these finantééments comprise water supplies, sewage servingise an
ferry terminals, toll-tunnels, the Lantau Link, tHifls and other environmental protection facilitie

Depreciation is provided on a straight line basigmortise the costs or valuations of fixed asegts thei
estimated useful lives as follows:

— Infrastructure assets mainly 50 years
— Buildings 10 - 50 years

— Computer software and hardware 5-10years

— Civil engineering works 30 - 50 years

— Boats and vessels 4 - 20 years

— Lighting and ventilation 20 years

— Other plant and equipment 5-15years

No depreciation is provided for capital works /jpats in progress.

The gain or loss on retirement or disposal of &divasset is determined as the difference betwezmei
disposal proceeds (if anghd its net book value, and is recognised in thesGlidated Statement of Financ
Performance in the year of retirement or disposal.

Assets under Build-Operate-Transfer arrangements

In a Build-Operate-Transfer (BOT) arrangement,@wwernment enters into an agreement with a prisetto!
company under which the company agrees to finadesign and build a facility at its own cost, andjiigen &
concession, usually for a fixed period, to opetthi facility and collect revenuedim its operation befol
transferring the facility to the Government at #ral of the concession period. For assets consttumt the
private sector under BOT arrangements, both thetttthe assets and the economic benefits arfsimg the
assets are not passed to the Government untitthegements expire.

Assets under BOT arrangements are therefore nairtezb as assets in the Government’s Consolic
Statement of Financial Position until the arrangetsexpire. At the expiry of su@rrangements, the relal
assets are recognised and depreciated accordihg xcounting policy on fixed assets.

A list of the assets under BOT arrangements ag M&ch 2014 and the expiry dates of the arrangésraee a
Note 34.
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m)

Employee benefits

Retirement benefits

For noneivil service contract staff participating in thealdatory Provident Fund Schemes as required |
the Mandatory Provident Fund Schemes Ordinance. (€2f), the Government’s contributions to #uheme
are accrued. For other employees participatintpégnMandatory Provident Fund Schemes and Civil iSe
Provident Fund Scheme, the Government's contribstito the schemes are reported as expenses
payment.

The Government operates a number of pension schahiel are defined benefit schemes (se¢eN24). Fo
the purpose of accrualased accounting, the present value of pensiogatiins under these pension sche
are determined at periodical intervals by an indepat qualified actary using the Projected Unit Cre
Method. The pension benefits included in the Cbdated Statement of Financial Performance comphe
following expense items, all of which are accourftadon the accrual basis except otherwise inditate

(i)  current service cost represents the increase in the present value dfigrembligations arising froi
service in the financial year being reported on;

il interest costrepresents the increase in the present value pbligations which arises because
t t cost-rep ts th the p t value aigreonbligat hich b
pension benefits are one year closer to settlement;

(i)  actuarial gain / loss- represents the decrease (for actuarial gaimavease (for actuariabss) in the
present value of pension obligations arising from:

— experience adjustments (i.e. the effect of diffeemnbetween the previous actuarial assump
and what has actually occurred); and

— the effect of changes in actuarial assumptions
Actuarial gain / loss is recognised in full aentfied; and

(iv) curtailment loss- represents the increase in the present value dfigrembligations arising from tt
payment of pension benefits to participants of Woduntary retirement schemes earlier than wi
otherwise be the case. Curtailment loss is reseghin full as identified.

Other employee benefits

Contract gratuities and untaken leave for civilvaets and nomivil service contract staff are accrued wl
other benefits such as housing, medical and edurcatie recognised when they are paid.

Foreign currency translation
Foreign currency transactions during the year ramstated into Hong Kong dollars at the exchantgsrauling
at the transaction dates. Monetary assets anilitiebdenominated in foreign currencies are ttatesl irto

Hong Kong dollars at the rates of exchange rulihd3h March. Exchange gains and losses on fol
currency translation are dealt with in the Consaibd Statement of Financial Performance.
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Taxes, rates and duties

Internal revenue
Profits tax
Salaries tax
Stamp duties
Betting duty
Other internal revenue

General rates
Duties
Motor vehicle taxes

Rental income

Rents from HKHA's properties

Government rents charged at 3% of rateable values
Rents from government properties

Government land licences

Fees and charges

Infrastructure

Economic

Security

Environment and food
Community and external affairs
Support

Others

Royalties and concessions

Spectrum utilisation fee
Bridges and tunnels
Parking

Vehicles examination
Others
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2014 2013
HK$ million HK$ million
119,265 120,957
55,977 50,910
41,511 42,877
18,067 16,565
9,686 8,567
244,506 239,876
14,878 11,103
9,696 9,004
8,338 7,466
277,418 267,449
2014 2013
HK$ million HK$ million
11,903 10,385
8,443 7,695
2,323 2,099
2,032 2,042
24,701 22,221
2014 2013
HK$ million HK$ million
4,893 4,456
3,463 3,707
1,093 1,006
1,024 1,060
808 771
435 406
204 159
11,920 11,565
2014 2013
HK$ million HK$ million
2,316 731
1,470 1,384
430 443
33 40
181 145
4,430 2,743




10.

11.

Utilities

Waterworks
Sewage services
Marine ferry terminals

Other operating revenue

Fines, forfeitures and penalties
Recovery of salaries and staff on-costs
Mark Six Lottery

Gain on disposal of fixed assets
Recovery of overpayments and losses
Others

Salaries, allowances and other employee benefits

Salaries and allowances
Pension current service cost (Note 24)
Other employee benefits

Other operating expenses

General other non-recurrent

Hire of services and professional fees
Grants

Maintenance

Miscellaneous

Purchase of water

Light and power

Specialist supplies, stores and equipment
Operation of waste facilities
Administration expenses

Publicity and cultural activities

Rents and management charges for properties (ihtherquarters)

Data processing
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2014 2013
HK$ million HK$ million
2,579 2,551
1,050 947
209 214
3,838 3,712
2014 2013
HK$ million HKS$ million
1,957 1,208
1,441 1,367
1,159 1,172
990 301
764 653
1,483 1,580
7,794 6,281
2014 2013
HK$ million HK$ million
67,582 64,864
17,324 16,096
3,791 4,074
88,697 85,034
2014 2013
HK$ million HK$ million
25,045 29,959
16,525 235
10,868 11,366
6,950 6,662
4,146 4,031
3,802 3,595
3,475 3,277
2,947 , 7802
1,949 1,883
1,905 1,933
796 800
712 686
633 563
79,753 82,772




12.

13.

14.

15.

Recurrent subventions

Education
Health

Social welfare
Economic
Other:

Social security payments

Comprehensive social security assistance
Social security allowance scheme
Other payments

Operating expenses classified by function

Education

Social welfare

Health

Security

Economic

Infrastructure

Support

Environment and food

Housing

Community and external affairs

Capital expenses

Highways

Capital subventions

Buildings

New towns and urban area developments
Land acquisition

Drainage

Civil engineering works

Housing

Others

2014 2013
HK$ million HK$ million
52,480 49,940
46,048 42,479
11,989 10,938
1,652 1,486
2,212 2,132
114,381 106,975
2014 2013
HK$ million HK$ million
19,339 18,346
17,448 9,430
43 38
36,830 27,814
2014 2013
HK$ million HK$ million
67,244 64,943
55,862 46,485
50,991 57,142
41,625 39,733
33,249 26,797
24,577 23,461
16,052 15,546
14,462 14,407
13,847 13,307
13,432 11,907
331,341 313,728
2014 2013
HK$ million HK$ million
34,278 26,393
21,946 10,009
2,600 3,543
2,506 2,122
1,657 1,810
1,349 1,780
947 2,557
460 493
790 531
66,533 49,238
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16.

17.

18.

Land premia

Sales by public auction and tender

Modification of existing leases, exchanges andresitns

Fees received in respect of short-term waivers

Private treaty grants

Net revenue from home ownership assistance schemes

Income
Operating costs
Decrease in provisions

Details of the flats sold are as follows:

Tenants Purchase Scheme (1

Home Ownership Scheme (HC

Private Sector Participation Scheme (P
Buy or Rent Option Schem

(@) Interest and investment income

Investment income from the Exchange Fund (Note))8(b

Interest on loans and investment income

(b) Investments with the Exchange Fund

2014 2013
HK$ million HK$ million
57,450 59,670
9,627 24,420
582 570
192 1,511
67,851 86,171
2014 2013
HK$ million HK$ million
3,707 2,641
(1,309) (488)
14 51
2,412 2,204
2014 2013
No. of Flats Area (A) No. of Flats  Area (A
3,246 117,135 2,764 100,744
829 44,463 - -
1 54 - -
1 60 - -
2014 2013
HK$ million HK$ million
34,528 37,310
12,205 ,0612
46,733 49,377

These are the Government’s funds deposited witlieRolange Fund for investment purposes and aredss

cost in the Consolidated Statement of FinancialitPos

These Government's funds comprise

investments and deposits held by the General RevAooount and the Funds established under sec8iaf
the Public Finance Ordinance (Cap. 2) except Bamttd{Note 35(a)(i)). Effective from 1 April 2007, th
investment income is calculated on the basis ofatrerage annual investment return of thelange Fund'
Investment Portfolio for the past six years or élverage annual yield of thrgear Exchange Fund Notes
the previous year subject to a minimum of zero @et;ovhichever is the higher.
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19.

20.

21.

Interest expenses

Interest cost on pension liabilities (Note 24)
Interest on bonds and notes issued (Note 25)

Investments in government business enterprises

Cost of investments (Note (a))
Share of undistributed reserves

Balance at beginning of the year

Share of profits and losses for the year
Share of distributions for the year
Share of other reserve movements (Note 29)

Balance at end of the year

Share of net assets (Note (b))
Loans

Note

2014 2013
HK$ million HKS$ million
22 24,957
2,508 1,853
26,850 26,810
2014 2013
HK$ million HK$ million
137,443 137,443
150,889 132,78
20,979 37,680
(11,467) ,85B)
(307 8,288
160,094 150,889
297,537 288,332
2,705 2,824
300,242 291,156

(a) Refer to Note 35(b)(ii) for a list of the gomenent business enterprises consolidated on ehagis.

(b) Included HK$127,208 millio2013: HK$120,575 millionpeing the Government’s share of net assets of |

Corporation Limited (as at end of the company'saficial year).

The correspondimgarket value of th

Government’s investment in the company, which stell in Hong Kong, was HK$130,154 milliq2013:

HK$135,032 million)

Other investments

Investments made by Bond Fund
Investments made by other funds
Investments made by HKHA

Asian Development Bank

New Hong Kong Tunnel Company Limited

2014 2013
HK$ million HK$ million
100,678 75,293
84,810 58,354
61,286 61,154
232 232
56 56
247,062 195,089
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22.

23.

Loans and advances

2014 2013
HK$ million HK$ million
Education loans 14,669 12,843
Advances (Note (a)) 2,708 2,553
Loan to the Guangdong Provincial People’s Governrfaarwater 1,064 1,182
quality improvement project

Home Purchase / Assistance Loans provided by HKHA 195 272
Civil servants housing loans (Note (b)) 103 159
Other loans 2,285 2,083

21,024 19,092
Note

(@) Included in the advances above is a sum of HK& million(2013: HK$1,162 millionpeing the outstandir

(b)

(©)

balance of expenditure on Viethamese migrants esedle from the United Nations High Commissionar
Refugees (UNHCR). The last repayment, amountingik®4 million, was received in February 1998.
January 1998, the High Comssioner for Refugees informed the Government of Homg Kong Speci:
Administrative Region (HKSAR) that in the absendefuother funding prospects, the repayment in Faby
1998 was the last reimbursement that the UNHCR dccoedlistically foresee. Ithe UNHCR defaults ¢
repayment of the outstanding advances, the Govarofehe HKSAR will not be able to enforce repayt
through legal means as the UNHCR is immune frorm wudler the International Organisations and Diploc
Privileges Ordinance (Cap. 190). Consequentlyful@ecovery of the amount due is doubtful.

During the financial year 20184, the Government of the HKSAR continued to purtheerepayment of tt
outstanding advances from the UNHCR and to urge ihake renewed efforte look for donations with a vie
to settling the amount. So far, the Governmenthaf HKSAR has not received any further repaymi
Efforts to press the UNHCR for early settlementhaf outstanding advances will continue.

After deducting the sums received from sale oflcsgrvants housing loans of HK$151 milliq2013:
HK$127 million)

The balances of loans and advances are arrivedredténg off provision for doubtful debts totalljriHK$380
million (2013: HK$371 million).

Other assets

2014 2013
HK$ million HK$ million
Accounts receivable (Note (a)) 42,301 59,145
Balance of proceeds receivable from sale of housiags 4,220 4,197
Prepayments 2,037 2,753
Stocks in hand 1,678 1,782
HOS (domestic) premises (Note (b)) 940 1,029
Issue discounts and expenses on bonds and notesZBlo 585 179
51,761 69,085

Note

(@)

(b)

The balance is arrived after netting off provisior doubtful debts totalling HK$26.48 millior§2013:
HK$95.16 million).

Representing properties under development andnehpsed / unsold HOS / PSPS flats.
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24,

Provision for pensions
The Government operates four major types of parsitbemes:

a) Civil Service Pension Schemerefers to the pension benefits governed by Pendimsnance (Cap. 8¢
Pension Benefits Ordinance (Cap. 99), Pensionsg#se) Ordinance (Cap. 305), Pensions (Specialdfung)
(Hospital Authority) Ordinance (Cap. 80), Pensig8pecial Provisions(Hong Kong Polytechnic) Ordinan
(Cap. 90), Pensions (Special Provisions) (Vocatidimaining Council) Ordinance (Cap. 387) and Pems
(Special Provisions) (The Hong Kong Institute oliEdtion) Ordinance (Cap. 477);

b) Judicial Service Pension Schemerefers to the pension benefits governed by PenBienefits (Judicia
Officers) Ordinance (Cap. 401) and Pensions (Irse@rdinance (Cap. 305);

c) Widows and Orphans Pension Schemeefers to the pension benefitsvganed by Widows and Orpha
Pension Ordinance (Cap. 94) and Widows and OrpRansion (Increase) Ordinance (Cap. 205); and

d) Surviving Spouses' and Children's Pensions Sekenafers to the pension benefits governed by Surgi
Spouses' and Children's Pensions Ordinance (Cyjand9Pensions (Increase) Ordinance (Cap. 305).

All the pension schemes above are defined besaigmes with the civil and judicial service pensschemes beir
non-<contributory and the other two schemes being doutiory (either at a fixed amount or as a percentag
salaries). The Civil Service Pension Scheme and the depenpansion schemes are closed schemes.
servants offered appdment on or after 1 June 2000 are not eligibledio.j The operation and funding of 1
pension schemes are governed by the relevant pelegjislation. For the purpose of accrual-basexaating, the
Government’s financial liabilities under these soke as at 31 March 2014 as well as the currenicgecost forthe
financial year 20134 were assessed by an independent qualified gatsarg the Projected Unit Credit Method :
the following principal actuarial assumptions:

2014 2013
Discount rate 3.5% p.a. 3.5% p.a.
Expected rate of return on the assets of the persihemes Not applicable (Note (a))
Future salary increases:
— Price inflation and real wage growth
Civil servants
2014-15 (Note (b)) 4.71% — 5.96% 3%
2015-16 and thereafter 3% p.a. 3% p.a.
Judges and judicial officers
2014-15 (Note (b)) 6.77% 3%
2015-16 and thereafter 3% p.a. 3% p.a.
— Promotion and annual increments 0% — 3.7% p.a. 0% — 3.7% p.a.

(based on a set of service-related rates)

Note

€) The Government’s pension obligationdasically unfunded and hence there is no expeectiedof return o
the assets of the pension schemes. The pensimhatamn provides that payments of all pension fies
should be charged to the General Revenue. Acdagiidifunds are set aside eyeyear from the Gener
Revenue Account for pension payments. To meet patgrof civil service pensions in the most unlit
event that the Government cannot meet such lisgsilirom the General Revenue, the Government Inag
1995 maintained a Civibervice Pension Reserve Fund which could coveestieated pension payment
one year. The balance of this Fund was HK$27,028iom as at 31 March 2014(2013:
HK$25,742 million)

(b) The assumed increase of 3% used in previousm@atassessment has been updated to take into acce
proposed 20145 pay adjustments for civil service (a pay inceea$ 5.96% for civil servants in tl
directorate and upper salary bands; and a payaseref 4.71% for those in the middle and lowearsal
bands) and judicial service (a pay increase of%.7at judges and judicial officers).
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25.

Movements in the liabilities recognised in the Gaditated Statement of Financial Positi

2014 2013
HK$ million HK$ million
Present value of pension obligations at beginnfith@year 714,745 641,371
Expenses recognised in the Consolidated StatenfeRinancial 55,908 94,757
Performance
Benefits paid (23,496) (21,383)
Present value of pension obligations at end of/tdar 747,157 714,745
Expenses recognised in the Consolidated Stateofi€iancial Performance:
2014 2013
HK$ million HK$ million
Interest cost (Note 19) 24,342 24,957
Current service cost (Note 10) 17,324 16,096
Actuarial loss (Note 3(l)(iii)) 14,242 53,704
55,908 94,757

Bonds and notes issued
Principal Amount
Outstanding
at 31 March 2014

Principal Amount

Outstanding

at 31 March 2013

HK$ million HK$ million
Government bonds and notes (Note (a)) with matastjollows:
Within one year 9,697 -
After one year but within two years - 9,704
After five years 1,500 1,500
11,197 11,204
Government bonds issued under the Government Boogdrdmme
(Note (b)) with maturity as follows:
Within one year 20,000 7,000
After one year but within two years 28,000 20,000
After two years but within five years 30,500 30,500
After five years 15,500 13,000
94,000 70,500
105,197 81,704

Note

(a) In July 2004, the Government issued bonds and roteding HK$20 billion to retail and institutioh
investors. These include institutional notes offUR5 billion denominated in United States dol@f.the
outstanding bonds and notes, repayment 881125 billion, equivalent to HK$9.7 billion as &t Marck
2014, was made in July 2014 and the rest denondriatédong Kong dollars will mature in July 20:

During the financial year, there was no redemptibthe notes.
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26.

(b) During thefinancial year, bonds with nominal value totallikidK$20.5 billion were issued to institutior
investors through tender, and bonds with nomindlevaotalling HK$10 billion were issued to ret
investors through subscription. Bonds with nomimnalue tdalling HK$7 billion were repaid during tl
financial year.

Under the institutional part of the Government Béthrdgramme, the Government has introduced the
swap facility to enhance the liquidity of relevaminds. The bond swap facility was laurthen 17
February 2014. It involves the early repaymentatain bonds for issuance of other bonds of timee
monetary value, and the reversal of these tramsactin a pregreed later date. During the financial y
bonds with nominal value totalinHK$42.2 million were issued and early repaid untte bond swa
facility.

The bond balance of HK$94 billion as at 31 Marchl20comprised bonds issued under tende

subscription.  Of which, HK$0.8 billion was earlgpaid on 15 May 2014 for issuance of other bondbk
the same nominal value under a switch tender.

Other liabilities

2014 2013
HK$ million HK$ million
Provisions
Untaken leave (Note) 25,838 25,106
Contract gratuities 584 544
Others 1,899 2,299
28,321 27,949
Deposits 18,134 18,364
Accounts payable 11,783 9,776
Others 480 609
58,718 56,698
Note:

The provision for ‘untaken leave’ gives an indioatiof the overall amount of leave earned but nattgken by
serving officers calculated at their current salemels. As and when officers clear their untaleave balance, su
liability is expecte to decrease. In case officers have untaken lednn eaving the Government, the liability
untaken leave will be absorbed within the salaigvjgions for the departments concerned. It shbeldhoted the
both leave earning rates and leave accation limits have been substantially reduced fail gervants offere
appointment on or after 1 June 2000. To illustrdte average leave earning rate of these civilases is abot
20 days per annum and the average accumulationt ismabout 40days. As such, it is expected that
Government's liability for untaken leave will dediin the long rui
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27.

Exchange Fund Reserve

The Monetary Authority, under delegated authofiigm the Financial Secretary as Controller of thetlange Fund
(the Fund), manages the Fund in accordance witpritvésions of the Exchange Fund Ordinance (Cap. 68he net
assets of the Fund as at 31 March 2014 are repeesby the Exchange Fund Reserve in the Consotidatizte ment
of Financial Position. The movements of the ExgfeaRund Reserve during the years ended 31 MarcB a0d
31 March 2014 were as follows:

2014 2013
HK$ million HK$ million
Balance at beginning of the year 628,095 598,872
Transfer from General Reserve (Note 29) 9,573 29,223
Balance at end of the year 637,668 628,095

The Exchange Fund's abridged Balance Sheets (4adpds at 31 March 2013 and 31 March 2014 wefellasvs:

2014 2013
HK$ million HK$ million
Assets
Foreign currency assets 2,808,148 2,693,730
Hong Kong dollar assets 196,007 192,364
3,004,155 2,886,094
Liabilities
Placements by Fiscal Reserves (766,985) (746,019)
Certificates of Indebtedness (326,835) (314,800)
Exchange Fund Bills and Notes issued (749,960) (707,716)
Placements by banks and other financial instittion (50,579) (49,487)
Government-issued currency notes and coins inleition (10,951) (10,473)
Balance of the banking system (163,912) (205,663
Placements by Hong Kong Special AdministratiRegion (236,070) (171,897)
government funds and statutory bodies
Other liabilities (61,195) (51,944)
(2,366,487) (2,257,999)
Net assets 637,668 628,095
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28.

29.

Fixed asset

At cost

At 1 April 2013
Additions
Transfers
Disposals

At 31 March 2014

Accumulated depreciation

At 1 April 2013
Charge for the year

Written back on disposals
At 31 March 2014

Net book value

At 31 March 2014

At 31 March 2013

General Reserv:

Balance at beginning of the year

Net surplus for the year

Share of other reserve movements in governmenhessi

enterprises (Note 20)

Transfer to Exchange Fund Reserve (Note 27)
Transfer to Capital Expenditure Reserve
(being net increase in fixed assets) (Note 30)

Other Capital Works .
Infrastructure  Computer Plant and Projects in
Buildings Assets Assets Equipment Progress Total
HK$ million HK$ million  HK$ million HK$ million  HK$ million  HK$ million
270,639 123,622 14,497 26,331 57,540 492,629
225 617 551 919 30,402 32,714

13,459 9,681 760 1,403 (25,303)

(1,899 (140) (518) (111) (108) (2,776)
282,424 133,780 15,290 28,542 62,531 522,567
73,946 41,764 10,747 15,112 - 141,56P

5,256 3,385 1,305 1,734 - 11,68(
(634 (125) (518) (101) - (1,378
78,568 45,024 11,534 16,745 - 151,871
203,856 88,756 3,756 11,797 62,531 370,696
196,693 81,858 3,750 11,219 57,540 351,060
2014 2013
HK$ million HK$ million
486,071 443,396
38,683 75,146
(307) 8,288
Share of accumulated fund of specific purposesgifhibte 35(a)(ii)) 16 6,267
(9,573) (29,223)
(19,636) (17,803)
495,254 486,071

Balance at end of the ye
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30.

31.

Capital Expenditure Reserve

2014 2013
HK$ million HK$ million
Balance at beginning of the year 351,060 333,257
Transfer from General Reserve (Note 29) 19,636 ,80%F
Balance at end of the year 370,696 351,060

Commitments

(@) Capital commitments

Outstanding capital commitments as at 31 March 201B31 March 2014 not provided for in the consubd

financial statements were as follows:

2014 2013
HK$ million HK$ million
M Capital works projects, property, plant aglipment
Contracted but not provided for 228,617 192,100
Approved but not contracted for 185,242 188,87
(i)  Loans
Outstanding commitment 17,909 17,555

(b) Leasing commitments

As at 31 March 2014, the total future minimum lepsgments under notancellable operating leases w

HK$1,588 million(2013: HK$1,140 million)
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32.

33.

34.

Contingent liabilities

As at 31 March 2014, the Government had the folhgundontingent liabilities:

a)

b)

c)

d)

9)

h)

guarantee to the Hong Kong Export Credit Insura@oeporation for liabilities under contracts of inaoce
amounting to HK$31,397 millio(2013: HK$29,475 million)

guarantees provided under loan guarantee schenressnfiall and medium enterprises amounting to

HK$7,610 million(2013: HK$7,452 millior)

guarantees provided under the Special Loan GuaraBitheme amounting to HK$41,689 millig2013
HK$50,955 million)

guarantees provided under the SME Financing GueeaBtheme Special Concessionary Measures amour
to HK$26,531 million(2013: HK$20,924 million)

legal claims, disputes and proceedings amountihj<i$6,409 million(2013: HK$7,866 millior)

possible capital subscriptions to the Asian Dewvelept Bank amounting to HK$6,577 millio(013:
HK$6,391 million)

guarantees provided for a commercial loan of theaDcPark Corporation amounting to $1K388 million
(2013: HK$1,388 million)

financial exposure on the default guarantees of 3&%64 million (2013: HK$35,868 millionprovided foi
mortgage loans of flats sold under HOS, PSPS anfl GPHKHA amounting to HK$140 millio2013:
HK$33 million) and

financial exposure on Structural Safety Guarantaering 27,365 unit013: 27,941 unitspf HOS and PSP
flats the amount of which could not be reasonabbtedained.

Events after the reporting period

After 31 March 2014, the Legislative Council amsl Finance Committee have approved laws and prépogech
have a financial effect on Government revenue amqetrediture These laws and proposals can be accessed
Legislative Council website — www.legco.gov.hk.

Assets under Build-Operate-Transfer arrangemerst

The names of the assets under Build-Opefasmsfer arrangements as at 31 March 2014 andxiieyedates of th
arrangements are as follows:

a)
b)
c)
d)

The Eastern Harbour Crossing (expires in Augus6201

The Tate’s Cairn Tunnel (expires in July 2018);

The Western Harbour Crossing (expires in Augus320and

Tai Lam Tunnel and Yuen Long Approach Road (exgpineMay 2025).
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35.

Entities consolidated in these financial statements

a)

Entities consolidated on a line-by-line basis

(0

(ii)

(iii)
(iv)

Core Government €omprising the General Revenue Account and the $esthblished under sect
29 of the Public Finance Ordinance (Cap. 2):

Capital Works Reserve Fund
Capital Investment Fund

Civil Service Pension Reserve Fund
Disaster Relief Fund

Innovation and Technology Fund
Land Fund

Loan Fund

Lotteries Fund

Bond Fund

©CeNoGak~wbE

Funds established bthe Government for specific purposes with theirding mainly from the
Government and the Government being responsiblthér use:

AIDS Trust Fund

Beat Drugs Fund Association

Community Care Fund

Consumer Legal Action Fund

Early Retirement Ex-gratia Payment Fund for Aidecondary School Teachers » T
Education Development Fund

Elder Academy Development Foundatiof

Elite Athletes Development Fund

Emergency Relief Fund

10. Environment and Conservation Fund

11. Health Care and Promotion Fund

12. Health Services Research Fund

13. HKSAR Government Scholarship Fund ¥

14. Hong Kong Paralympians Fund

15. Language Fund t

16. New Technology Training Fund

17. Pneumoconiosis Ex Gratia Fund

18. Quality Education Fund ¥

19. Queen Elizabeth Foundation for the Mentdliyndicapped
20. Research Endowment Fund

21. Self-financing Post-secondary Education Furid

22. Sir David Trench Fund for Recreation

23. Supplementary Legal Aid Fund t

24. Trust Fund for Severe Acute Respiratory Sgmm

25. Trust Fund in Support of Reconstructiorhi@ Sichuan Earthquake Stricken Areas

©ooNO® T hAWDNRE

The Hong Kong Housing Authority

Hong Kong Link 2004 Limited *
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b) Entities consolidated on an equity basis
(i)  The Exchange Fund *

(i)  Government business enterprises in which the Govenh has an investment holding of not less
20 percent and of which the Government sharesahearnings:

% owned
1.  Airport Authority 100%
2. Companies Registry Trading Fund 100%
3. Electrical and Mechanical Services Tradingd-u 100%
4. Hong Kong Cyberport Development Holdings Ltadi 100%
5. Hongkong International Theme Parks Limitefd 52.4%
6. Hong Kong Science and Technology Parks Catjmr 100%
7. Hong Kong IEC Limited 74.9%
8. Kowloon-Canton Railway Corporation T 100%
9. Land Registry Trading Fund 100%
10. MTR Corporation Limited T 76.5%
11. Office of the Communications Authority TradiFund 100%
12. Post Office Trading Fund 100%
13. Urban Renewal Authority 100%
14. West Rail Property Development Limited <t 100%

t Financial year-end date not coterminous with ¢fithe Government.
¢ Included in the consolidated financial statemetagiag from the financial year 2013-14.

< The Government owns 49% of the company directly the rest through Kowloon-Canton Railway
Corporation.

* Financial statements prepared on a break-up lz&stbe company’s directors proposed to liquidate
the company.

A The fund has ceased to operate after the 20210l year (i.e. from 1 September 2013).
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STEWARDSHIP STATEMENT
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Stewardship Statement as at 31 March 2014

INTRODUCTION

This statement provides non-financial informatidrGmvernmentwned buildings, infrastructure assets and lanarder
to supplement the financial information given oresh types of assets in the accheded consolidated financ
statements. Some dffie items (i.e. those marked with an asterisk belomiuded in this statement are recognise
fixed assets in the accrub&sed consolidated financial statements accordirige accounting policy for fixed assets
forth in note 3(j) to the financial statements.

(1) BUILDINGS *

@ Government-owned buildings employ®dbureaux and departments for the delivery of ipud#rvices

2014 2013

Area Area

'000 '000

m? m?
Leisure and Cultural Services Department 2,190 2,174
Hong Kong Police Force 1,351 1,378
Food and Environmental Hygiene Department 822 823
Transport Department 647 649
Correctional Services Department 533 531
Drainage Services Department 434 434
Fire Services Department 425 420
Education Bureau 375 377
Water Supplies Department 332 332
Customs and Excise Department 214 218
Immigration Department 210 210
Department of Health 178 177
Judiciary 158 160
Home Affairs Department 146 129
Agriculture, Fisheries and Conservation Department 140 142
Other bureaux and departments 1,403 1,391

9,558 9,545

(i) Public housing

2014 2013

Area Area

'000 '000

m? m?
Including 748,605(2013: 732,630)public rental housing units and oth 26,415 26,01:
such as retail facilities, welfare facilities, etbut excluding those units sc
under the Tenants Purchase Scheme.

2014 2013

No. of units No. of units

Carparks 28,191 27,640
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(1 INFRASTRUCTURE ASSETS

These are specialised immovable assets formingoparbasic structural foundation that deliversresuic value
to the community. Major infrastructure assets unde management / maintenance of bureaux and triegats
are as follows:

2014 2013
Civil Engineering and Development Department
Piers (number) 314 314
Seawalls (km) 124 124
Commerce and Economic Development Bureau
Cruise terminal *
— Number of terminal 1 0
— Berthing space (number) 2 0
Drainage Services Department
Stormwater drains and watercourses (km) 2,738 2,718
Sewers * (km) 1,695 1,683
Sewage treatment plants *
— Number 68 68
— Capacity (million mper day) 3.5 3.4
Environmental Protection Department
Landfills *
— Number 3 3
— Capacity (million tonnes) 152 152
Chemical waste treatment centre *
—  Number 1 1
— Capacity (tonnes per year) 100,000 100,000
Refuse transfer stations *
— Number 7 7
— Capacity (tonnes per day) 8,561 8,561
Low-level radioactive waste storage facility *
— Number 1 1
— Capacity (M) 148 148
Grease trap waste treatment facility *
— Number 1 1
— Capacity (tonnes per day) 450 450
Marine Frontage of EcoPark *
— Berthing space (number) 8 8
— Berthing space (m) 460 460
Highways Department
Roads (excluding toll-tunnels and Lantau Link)|on m?) 24.9 24.8
Marine Department
Ferry terminals *
— Number of terminals 3 3
— Berthing space (number) 27 28
Public cargo working areas *
— Number 6 6
— Berthing space (m) 4,976 4,976
Typhoon shelters (number) 14 14
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Transport Department

Toll-tunnels *
— Number 6 6
— Length (km) 14.6 14.6
Lantau Link * — Length (km) 3.5 3.5

Water Supplies Department
Reservoirs *

— Number 17 17
— Capacity (million r) 586 586
Water treatment plants *
— Number 21 21
— Capacity (million mper day) 5 5
Water mains *
— Fresh water (km) 6,703 6,626
— Salt water (km) 1,698 1,679
(1 LAND
® Land employedy bureaux and departments for the delivery of ipwt@rvices
2014 2013
Area Area
'000 '000
m? m?
Agriculture, Fisheries and Conservation Department 430,081 428,600
Leisure and Cultural Services Department 14,726 14,661
Civil Engineering and Development Department 8,578 9,573
Environmental Protection Department 7,548 7,541
Water Supplies Department 5,513 5,681
Correctional Services Department 3,481 3,443
Food and Environmental Hygiene Department 3,030 3,043
Drainage Services Department 2,796 2,932
Home Affairs Bureau 2,779 2,775
Highways Department 2,591 580
Hong Kong Police Force 1,237 1,251
Government Property Agency 850 1,117
Marine Department 439 439
Fire Services Department 362 376
Education Bureau 344 344
Civil Aviation Department 315 315
Civil Aid Service 206 206
Home Affairs Department 198 160
Department of Health 176 175
Transport Department 148 144
Commerce and Economic Development Bureau 142 138
Architectural Services Department 136 236
Other bureaux and departments 1527 ft 1,525 ¢

487,203 485,255

t Exclude all land being managed by Lands Departaetite Land Authority of the Government
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(ii)

Land for public housing estates

Total area of the land occupied by public housisgtes was 14,899,723 1f2013: 14,728,823 fhas at 3MMarch
2014. They include retailyelfare and carparking areas, schools, public pamsnterchanges, local open spa
freesstanding Government institution and community féies, etc. and areas that are not developabldy as@ree
belts and steep slopes. The land area of theeasite is included wherever there are rentalsuhfcilities occupiec
The Vesting Order boundaries of public housingtestaften cover a larger area than the actual dpuednt areg
since the Vesting Orders are determined based miméglirative considerations.
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