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Innovation and Technology
Fund

REPORT OF THE DIRECTOR OF AUDIT
TO THE PRESIDENT OF THE
LEGISLATIVE COUNCIL

I have examined and audited the financial
statements on pages 88 to 93 which have been
prepared under the accounting policy set out on

page 90.

Respective responsibilities of the Director of
Accounting Services and the Director of Audit

The

responsible for the compilation and supervision

Director of Accounting Services is
of the accounts of the Government of the Hong

Kong Special Administrative Region in
accordance with section 16(1) of the Public

Finance Ordinance (Cap. 2).

It is my responsibility to form an independent
opinion, based on my audit, on the financial
statements and to report my opinion to you.

Basis of opinion

I certify that I have examined and audited the

financial statements referred to above in
accordance with section 12(1) of the Audit
Ordinance (Cap. 122) and the Audit Commission
An

examination, on a test basis, of evidence relevant

auditing  standards. audit  includes
to the amounts and disclosures in the financial
statements. It also includes an assessment of the
judgements made by the Director of Accounting
Services in the preparation of the financial
statements, and of whether the accounting policy
1s appropriate to the circumstances of the
Innovation and Technology Fund, consistently

applied and adequately disclosed.
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I planned and performed my audit so as to obtain
all the information and explanations which I
considered necessary in order to provide me with
sufficient evidence to give reasonable assurance as
to whether the financial statements are free from
material misstatement. In forming my opinion I
also evaluated the overall adequacy of the
presentation of information in the financial
statements. [ believe that my audit provides a
reasonable basis for my opinion.

Opinion

In my opinion the financial statements properly
present the assets and liabilities of the Innovation
and Technology Fund as at 31 March 2007 and
the receipts and payments for the year then ended
and have been properly prepared in accordance
with the Public Finance Ordinance and section
11(1) of the Audit Ordinance.

Benjamin Tang
Director of Audit

Audit Commission
Hong Kong
25 October 2007
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STATEMENT OF ASSETS
AND LIABILITIES AS AT
31 MARCH 2007

Assets

Investments with the Exchange Fund

Cash and bank balances

Representing:

Fund Balance
Balance at 1 April 2006
Surplus/(Deficit) for the year

Write-back of provision
for loss in Investments
with the Exchange
Fund

Balance at 31 March 2007

The accompanying Notes 1 to 7 form part of these
accounts.

Mrs. Lucia LI
Director of Accounting Services
23 August 2007
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STATEMENT OF RECEIPTS
AND PAYMENTS FOR THE
YEAR ENDED 31 MARCH 2007

Cash and bank balances at 1 April 2006
Revenue

Expenditure

Surplus/(Deficit) for the year
Other cash movements

Cash and bank balances at 31 March 2007

The accompanying Notes 1 to 7 form part of these
accounts.

Mrs. Lucia LI
Director of Accounting Services
23 August 2007
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NOTES ON THE ACCOUNTS

1. Purpose and Legislation

The Innovation and Technology Fund finances
projects that contribute to innovation and
technology upgrading in the manufacturing and
service industries, as well as those that contribute
to the upgrading and development of the
manufacturing and service industries. It was
established with effect from 30 June 1999 by a
the
Resolution) passed by the Legislative Council

Resolution (hereinafter referred to as

under section 29(1) of the Public Finance
Ordinance (Cap. 2) on the same date.
Accounting Policy

The accounts of the Innovation and Technology
Fund are kept on a cash basis. Transactions are
recorded when moneys are received or paid.

Investments with the Exchange Fund

(1) These are investments and deposits held
under paragraph 6 of the Resolution:

2007
$000
‘e <y 4,341,661
(FZOO0tFE=HA=1+—HH
e - 44.15 f5c) (RLAF (i) &
(iii) )
FEaK 124,807
4,466,468

2006
$°000
4,330,824 Investments
(market value as at 31.3.2007:
84,415 million) (see (ii) and
(ii1) below)
102,496 Deposits
4,433,320
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3. fEAMEERAMBEE (45) 3. Investments with the Exchange Fund ( Continued)

(i) BRBE _OOLE=ZA=1+—HAEILWEEMN (i) The investments represent the cost of
FOE LA BTN 1 3.91 fETFLE o investments together with interest of $391
million received in the year ended 31

March 2007.
(i) H = O O LA H — H e » & [l 4k & & 41 I 5L (i) Effective from 1 April 2007, the return on
ERCE A ZNER T W R - AR the investments will be calculated on the
PG (7] 2 R 3 A A A B 4 = 4 W SR R A basis of the average rate of return of the
LR EEE . Exchange Fund’s investment portfolio over

the past six years, subject to the annual
investment return in any year being
guaranteed to be not lower than the
average yield of three-year Exchange Fund
Notes for the previous year.

4. 7Y 4. Commitments
FEZOOLFE=ZA=+—H » CHUUEE AR 4 The approved grants that were unpaid as at
SRy 5.65 8T © 31 March 2007 amounted to $565 million.
5. WA 5. Revenue
2007 2006
JEAR T 13 B
Original
Estimate Actual Actual
$°000 $000 $°000
BEIA 239,187 400,353 156,748  Investment income
TREIE H 2 e TR A B - 2,882 - Net income from project
spin-off
EIER T - 19,273 25,671  Refund of grants

239,187 422,508 182,419
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ZOOANZRO-LAEERBA R B
Analysis of Revenue for the year ended 31 March 2007
BENT H 2397 9 e 718 B A 5 28
By 438X Refund of grants Net income from project spin-off
$19 T # / Million $3 i #% / Million
4% 1%
BEE WA Investment income
$401 7 # / Million
95%
e A4 % Total Revenue
$423 ¥ # I Million
6. B 6. Expenditure
2007 2006
JEAR TS BB B
Original
Estimate Actual Actual
$°000 $°000 $°000
LIES 794,786 386,477 365,276 Grants
HE— A D A S B o Further analysis of grants appears in the Supporting Statements.
7. A A 7. Other Cash Movements
A B 2 R A I B A i ks T | B These are cash movements arising from changes
in other assets and liabilities.
2007 2006
$°000 $°000
() /W E R (Increase)/Reduction in Assets:
Investments with the Exchange
TESMER SR HE (33,148) 182,857 Fund
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“OOO0ZEOLA4EREMBA ~ B RIEEH: B
Revenue, Expenditure and Fund Balance for the years ended 31 March 2000 to 2007
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