NOTES TO THE FINANCIAL STATEMENTS

2.1

2.2

2.3

2.4

Basis of preparation
These consolidated financiatatements are prepared on the accrual basis @uiicg, except where stat
otherwise, to present the overall financial perfange and position of the Government of the Hongd<8pecia

Administrative Region (the Government) and to destiate the reources held by the Government in the delivel
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;
g) Hong Kong Sukuk 2014 Limited; and

h)  the Exchange Fund.

Other non-departmental public bodies

Entities whose resource consumption has been atador in these consolidatéidancial statements as grants
subventions, thereby reflecting the relationshipMeen the Government and these entities as onerchaser an
provider of services, are not consolidated.

Basis of consolidation

Entities in Notes 2.1(a), (b), (c), (e), (f) arg) @re consolidated on a line-bge basis whereby similar items
revenue, expenses, assets and liabilities are omuhbio give an overall view of the Government'safinial
performance and position as if they were a singigtye Significant transactions and balances of indebtss
between these entities are eliminated, and adjudthaze made to reflect the financial performarnak gosition as ¢
31 March for entities with a different reportingtela

Entities in Note.1(d) and (h) are consolidated on an equity bakisreby the Government’s share of their cur
year’s net operating results are separately diedlds the Consolidated Statement of Financial Pevdmce, and tr
Government’s share of their net assd¢ss any impairment losses recognised, are includeithe investment
reported in the Consolidated Statement of Finariaition.

Consolidated entities with financial year-emaded 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 aitd a&reporting date other th& March, consolidation is based

the audited accounts available for the latest fir@nyear, with the exception of the Exchange Fufdwhich the
financial year ends on 31 December and for whighsdchents are made to cover a twelve-month pea@itMarch.
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3.

Principal accounting policies

a)

b)

d)

)

Revenue

For GRA and the funds established under the P#tiance Ordinance (Cap. 2), accruals are made &or
revenue items (including taxes and duties, Govemiment and rates, utilitiesand premia and interest a
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#dtiance Ordinance (Cap. 2), accruals are made &or
expense items (including salaries, pensions, untaé&ave, contract gratuities, recurrent subventi@uial
security payments, other operating expenses aatesitexpenses). Other expense items are recdgmier
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 valgeare stated at the Government’s share of thessetsiof the entities concerned,
any impairment losses recognised. For investmiendgher government business enterprises, theuregahre
stated at cost. Gains or losses arising from @lporrecognition / reversal of impairment losses arelt
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 #ievalue 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 2015 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.

Commitments

Commitments comprise the outstanding balance dfategnd nonrecurrent funding approval that may resul
future cash outflow. Outstanding commitments ((if)aare disclosed in Note 31 and classified by:

— Capital works projects, property, plant and eq@ptrand capital subventions;
— Non-recurrent expenditure;

— Investments; and

— Loans and non-recurrent grants

Foreign currency translation

Foreign currency transactions during the year ramstated into Hong Kong dollars at the exchantgsrauling
at the transaction dates. Monetary assets anilitiedbdenominated in foreign currencies are tlatesl intc
Hong Kong dollars at the ratedf exchange ruling at 31 March. Exchange gains lasdes on foreig
currency translation are dealt with in the Consaikd Statement of Financial Performance.

Change in accounting policy

The reporting scope of commitments was expandedver capital subventions, noeeurrent expenditure a
non-recurrent grants starting from the financiabry®201415 as explained in Note 3(m) above.
comparative figures for the financial year 2QiB8-are restated to conform to the change in acoaypblicy.
The change in accounting policy will not affect tiensolidated Statement of Financial Performanatthe
Consolidated Statement of Financial Position.
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Taxes, rates and duties

Internal revenue
Profits tax
Stamp duties
Salaries tax
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

Economic

Infrastructure

Security

Environment and food
Community and external affairs
Support

Others

Utilities

Waterworks
Sewage services
Marine ferry terminals
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2015 2014
HK$ million HK$ million
130,724 119,265
74,841 41,511
60,166 55,977
19,479 18,067
10,377 9,686
295,587 244,506
21,375 14,878
10,057 9,696
9,549 8,338
336,568 277,418
2015 2014
HK$ million HK$ million
14,883 11,903
9,151 8,443
2,467 2,323
2,283 2,032
28,784 24,701
2015 2014
HK$ million HK$ million
6,006 3,463
4,841 4,893
1,112 1,093
1,042 1,024
796 808
550 435
183 204
14,530 11,920
2015 2014
HK$ million HKS$ million
2,627 2,579
1,132 1,050
213 209
3,972 3,838




10.

11.

Royalties and concessions

Bridges and tunnels
Spectrum utilisation fee
Parking

Vehicles examination
Others

Other operating revenue

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

Mark Six Lottery

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

Salaries, allowances and other employee benefits

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

Other operating expenses

Hire of services and professional fees
Grants

General other non-recurrent
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 (ththerquarters)

Data processing
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2015 2014
HK$ million HK$ million
1,504 1,470
812 2,316
425 430
31 33
128 181
2,900 4,430
2015 2014
HK$ million HK$ million
1,511 1,441
1,328 1,957
1,182 1,159
736 764
417 990
1,587 1,483
6,761 7,794
2015 2014
HK$ million HK$ million
71,895 67,582
17,232 17,324
4,188 3,791
93,315 88,697
2015 2014
HK$ million HKS$ million
18,174 6,525
10,551 10,868
9,989 25,045
7,485 6,950
5,457 4,146
4,031 3,802
3,650 3,475
2,613 9472
2,345 1,949
1,986 1,905
920 796
758 712
648 633
68,607 79,753




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

Infrastructure

Environment and food

Support

Economic

Housing

Community and external affairs

Capital expenses

Highways

Capital subventions

Civil engineering works

New towns and urban area developments
Buildings

Drainage

Housing

Land acquisition

Others

2015 2014
HK$ million HK$ million
56,070 52,480
49,462 46,048
12,993 11,989
1,824 1,652
2,448 2,212
122,797 114,381
2015 2014
HK$ million HK$ million
19,548 19,339
17,164 17,448
39 43
36,751 36,830
2015 2014
HK$ million HK$ million
70,944 67,244
58,562 55,862
55,009 50,991
44,064 41,625
25,554 24,577
18,427 14,462
16,826 16,052
16,175 33,249
14,499 13,847
13,432 13,432
333,492 331,341
2015 2014
HK$ million HK$ million
34,809 34,278
6,700 21,946
3,272 947
3,029 2,506
2,299 2,600
790 1,349
608 460
596 1,657
366 790
52,469 66,533
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16.

17.

18.

Land premia

2015 2014
HK$ million HK$ million
Sales by public auction and tender 49,473 57,450
Private treaty grants 13,190 192
Modification of existing leases, exchanges andresitns 13,183 9,627
Fees received in respect of short-term waivers 8 70 582
76,554 67,851
Net revenue from home ownership assistance schemes
2015 2014
HK$ million HK$ million
Income 3,058 3,707
Operating costs (596) (1,309)
Decrease in provisions 21 14
2,483 2,412
Details of the flats sold are as follows:
2015 2014
No. of Flats Area (A) No. of Flats  Area (A
Tenants Purchase Scheme (TPS) 3,467 123,214 3,246 17,13b
Home Ownership Scheme (HOS) 86 3,862 829 44,463
Private Sector Participation Scheme (PSPS) - - 1 54
Buy or Rent Option Scheme - - 1 60
(@) Interest and investment income
2015 2014
HK$ million HK$ million
Investment income from the Exchange Fund (Note))8(b 32,207 34,528
Interest on loans and investment income 13,162 ,2082
45,369 46,733

(b) Investments with the Exchange Fund

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 @etr,cwhichever is the higher. The annual invest
income is receivable on 31 December of each year.
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19.

20.

21.

Interest expenses

Interest cost on pension liabilities (Note 24)
Interest on bonds and notes issued (Note 25)
Periodic distribution payments for alternative beridote 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

2015 2014
HK$ million HKS$ million
Pivi =} 24,342
2,478 2,508
83 -
28,004 26,850
2015 2014
HK$ million HK$ million
137,443 137,443
160,094 159,88
28,498 20,979
(14,211) ABY)
(436 (307)
173,945 160,094
311,388 297,537
2,636 2,705
314,024 300,242

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

(b) Included HK$135,988 millio2014: HK$127,208 millionpeing the Government'’s share of net assets of |

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

The corresponding market value @

Government’s investment in the company, which seli in Hong Kong, was HK$141,019 millid2014:

HK$130,154 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
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2015 2014
HK$ million HK$ million
120,058 100,678
86,986 84,810
59,244 61,286
232 232
56 56
266,576 247,062




22.

23.

Loans and advances

2015 2014
HK$ million HK$ million
Education loans 15,849 14,669
Advances (Note (a)) 2911 2,708
Loan to the Guangdong Provincial People’s Governrfaarwater 946 1,064
quality improvement project

Civil servants housing loans (Note (b)) 175 103
Home Purchase / Assistance Loans provided by HKHA 128 195
Other loans 2,808 2,285

22,817 21,024
Note

() Included in the advances above is a sum of HK& million(2014: HK$1,162 millionpeing the outstandir
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 20145, the Government of the HKSAR continued to purthesrepayment 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.

(b) After deducting the sums received from sale of Icagrvants housing loans of HK$108 millioq2014:
HK$151 million)

(c) The balances of loans and advances are arrived aftging off provision for doubtful debts totaky
HK$384 million (2014: HK$380 million).

Other assets

2015 2014
HK$ million HK$ million
Investment income receivable from the Exchange Kiiude (a)) 42,048 8,667
Accounts receivable (Note (b)) 29,523 33,634
Balance of proceeds receivable from sale of housiags 4,241 4,220
Prepayments 2,079 2,037
HOS (domestic) premises (Note (c)) 1,960 940
Stocks in hand 1,818 1,678
Issue discounts and expenses on bonds and notesZBlo 672 585
82,341 51,761

Note

(&) Includedthe HK$27.49 billion investment income for the calar year 2014 set aside and retained withir
Exchange Fund as provision for the Housing Respuvsuant to the Financial Secretary’s directiv®@tembe
2014, and not received on 31 December 2014. A$aqu in the 20136 Budget Speech, the Hous
Reserve is to provide financial resources to meettényear public housing supply target. The investr
income retained within the Exchange Fund earnséme rate of investment return as stipulated ire N&(b)
and shall be receivable on a date as determingleblyinancial Secretary.

(b) The balance is arrived after netting off provisiwr doubtful debts totalling HK$23.03 millior§2014:
HK$26.48 million).

(c) Representing properties under development and di$0IS / 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 2015 as well as the currenicgecost forthe
financial year 20145 were assessed by an independent qualified gatsarg the Projected Unit Credit Method :
the following principal actuarial assumptions:

2015 2014
Discount rate 4.25% 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
2015-16 (Note (b)) 3.96% — 4.62% 3%
2016-17 and thereafter 3.5% p.a. 3% p.a.
Judges and judicial officers
2015-16 (Note (b)) 4.41% 3%
2016-17 and thereafter 3.5% p.a. 3% p.a.
— Promotion and annual increments 0% — 2.5% 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$27,08bm as at 31 March 2015(2014:
HK$27,029 million)

(b) The assumed increase of 3% used in previous aat@sessment has been updated to take into adte
2015-16 pay adjustments for civil service (a pagréase of 3.96%or civil servants in the directorate &
upper salary bands; and a pay increase of 4.&#2%hose in the middle and lower salary bands) tra
proposed 2015-16 pay adjustment for judicial servia pay increase of 4%l for judges and judicii
officers).
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Movements in the liabilities recognised in the Gaditated Statement (Financial Position:

2015 2014
HK$ million HK$ million
Present value of pension obligations at beginnfrth@year 747,157 714,745
Expenses recognised in the Consolidated StatenfeRinancial 94,679 55,908
Performance
Benefits paid (26,004) (23,496)
Present value of pension obligations at end of/tdar 815,832 747,157
Expenses recognised in the Consolidated Stateofi€iancial Performance:
2015 2014
HK$ million HK$ million
Interest cost (Note 19) 25,443 24,342
Current service cost (Note 10) 17,232 17,324
Actuarial loss (Note 3(l)(iii)) 52,004 14,242
94,679 55,908

25. Bonds and notes issued
Principal Amount

Outstanding
at 31 March 2015

Principal Amount
Outstanding
at 31 March 2014

HK$ million HK$ million
Government bonds and notes (Note (a)) with matastjollows:
Within one year - 9,697
After two years but within five years 1,500 -
After five years - 1,500
1,500 11,197
Government bonds issued under the Government Boagrdmme
with maturity as follows:
Bonds with nominal value in Hong Kong dollars (N@g)
Within one year 28,000 20,000
After one year but within two years 27,000 28,000
After two years but within five years 37,600 30,500
After five years 11,800 15,500
104,400 94,000
Alternative bonds with nominal value in United &tdbllars
(Note (c))
After two years but within five years 7,755 -
112,155 94,000
113,655 105,197
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26.

Note

(@) In July 2004, the Government issued bonds astdsntotalling HK$20 billionto retail and institution:
investors. These include institutional notes o5 billion denominated in United States dollafhe
outstanding bonds and notes are denominated in Kong dollars with maturityn July 2019. During th
financial year, repayments of HK$9,688 million mippal and payments of HK$32hillion interest wer:
made.

(b) During the financial year, bonds with nominallue totalling HK$20.4 billionwere issued to institution
investors through tender, and bonds with nominduesgotalling HK$10 billionwere issued to rete
investors through subscriptionBonds with nominal value totalling HK$10 billionsised through tend
and bonds with nomimazalue totalling HK$10 billion issued through schiption were repaid during tl
financial year.

Under the institutional part of the Government B&rdgramme, the Government has introducedsttiech
tender and the bond swap facility to enhancelithgdity of relevant bonds. During the financigtar,
bonds with nominal value totalling HK$0.8 billionawearly repaid for issuance of other bonds with
same nominal value under a switch tender.

Of the outstanding bond balance of HK$104.4 billiétK$16.5billion was repaid upon maturity duril
April 2015 to July 2015.

(c) During the financial year, alternative bondshwiominal value of US$1 billiowere issued to institution

investors under section 2A of the Loans Ordinai@ap( 61). Theutstanding balance of these alterna
bonds with nominal value of US$1 billion (HK$7.7#libn) will mature in September 2019.

Other liabilities

2015 2014
HK$ million HK$ million
Provisions
Untaken leave (Note) 26,451 25,838
Contract gratuities 645 584
Others 1,871 1,899
28,967 28,321
Deposits 16,920 18,134
Accounts payable 9,538 11,783
Others 360 480
55,785 58,718
Note:

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

Exchange Fund Reserve

The Monetary Authority, under delegated authoftigm the Financial Secretary as Controller of theelange Fund,
manages the Exchange Fund in accordance with thésfons of the Exchange Fund Ordinance (Cap. 6Bjhe net
assets of the Exchange Fund as at 31 March 201%®presented by the Exchange Fund Reserve in theolidated

Statement of Financial Position. The movementthefExchange Fund Reserve during the years endéta&h

2015 and 31 March 2014 were as follows:

2015 2014
HK$ million HK$ million
Balance at beginning of the year 637,668 628,095
Transfer (to) / from General Reserve (Note 29) (10,632) 9,573
Balance at end of the year 627,036 637,668

The Exchange Fund's abridged Balance Sheets (4adpds at 31 March 2015 and 31 March 2014 wefellasvs:

2015 2014
HK$ million HK$ million
Assets
Foreign currency assets 3,023,452 2,808,148
Hong Kong dollar assets 256,020 196,007
3,279,472 3,004,155
Liabilities
Placements by Fiscal Reserves (838,272) (766,985)
Certificates of Indebtedness (348,992) (326,835)
Exchange Fund Bills and Notes issued (796,300) (749,960)
Placements by banks and other financial instittion (63,171) (50,579)
Government-issued currency notes and coins inleition (11,432) (10,951)
Balance of the banking system (239,200) (163,912
Placements by Hong Kong Special AdministratiRegion (268,819) (236,070)
government funds and statutory bodies
Other liabilities (86,250) (61,195)
(2,652,436) (2,366,487)
Net assets 627,036 637,668
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28.

29.

Fixed asset

At cost

At 1 April 2014
Additions
Transfers
Disposals

At 31 March 2015

Accumulated depreciation

At 1 April 2014
Charge for the year

Written back on disposals
At 31 March 2015

Net book value

At 31 March 2015

At 31 March 2014

General Reserv:

Balance at beginning of the year

Net surplus for the year

Share of other reserve movements in governmenhessi

enterprises (Note 20)

Transfer from / (to) Exchange Fund Reserve (Node 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
282,424 133,780 15,290 28,542 62,531 522,567
97 273 434 826 32,458 34,088
5,626 6,144 728 825 (13,323)

(682 (157) (628) (251) (36) (1,754)
287,465 140,040 15,824 29,942 81,630 554,901
78,568 45,024 11,534 16,745 - 151,871L

5,464 3,460 1,326 1,768 - 12,022

(329 (134) (602) (219) - (1,284
83,707 48,350 12,258 18,294 - 162,609
203,758 91,690 3,566 11,648 81,630 392,292
203,856 88,756 3,756 11,797 62,531 370,696
2015 2014
HK$ million HK$ million
495,254 486,071
69,818 38,683
(436) (307)
Share of accumulated fund of specific purposesgifhibte 35(a)(ii)) - 16
10,632 (9,573)
(21,596) (19,636)
553,672 495,254

Balance at end of the ye

57




30.

31.

Capital Expenditure Reserve

2015 2014
HK$ million HK$ million
Balance at beginning of the year 370,696 351,060
Transfer from General Reserve (Note 29) 21,596 ,6360
Balance at end of the year 392,292 370,696

Commitments

Outstanding commitments as at 31 March 2015 and/ddch 2014 not provided for in the consolidatedafinial

statements were as follows:

2014
2015 (as restated)
HK$ million HK$ million
0] Capital _vvorks projects, property, plant and ipgquent, 399,825 430,290
and capital subventions
(i)  Non-recurrent expenditure 31,967 35,261
(i) Loans and non-recurrent grants 24,825 24,584
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32.

33.

34.

Contingent liabilities

As at 31 March 2015, the Government had the follguwdontingent liabilities:

a)

b)

c)

d)

9)

h)

)

financial exposure on the default guarantees of 3&®&L1 million (2014: HK$39,964 millionprovided foi
mortgage loans of flats sold under HOS, PSPS anfl dPHKHA amounting to HK$103 millior(2014:
HK$140 million)

guarantee to the Hong Kong Export Credit Insura@oeporation for liabilities under contracts of inance
amounting to HK$31,614 milliof2014: HK$31,397 million)

guarantees provided under the SME Financing GtegagBcheme - Special Concessioridgasures amountir
to HK$27,022 million(2014: HK$26,531 million)

guarantees provided under the Special Loan GuaraBtheme amounting to HK$20,442 milli¢d014
HK$41,689 million)

legal claims, disputes and proceedings amountingit$12,773 million(2014: HK$6,409 million)

guarantees provided under loan guarantee schentessnfiall and medium enterprises amounting to

HK$6,406 million(2014: HK$7,610 millior)

possible capital subscriptions to the Asian Dewvelept Bank amounting to HK$5,892 millio(2014:
HK$6,577 million)

guarantees provided for a commercial loan of theaxgH&ong Science and Technology Parks Corpori
amounting to HK$2,048 millio(2014: Nil);

guarantees provided for a commercial loan of theabcPark Corporation amounting to HK$1,388ion
(2014: HK$1,388 milliom)and

financial exposure on Structural Safety Guaranteering 27,450 unit2014: 27,365 unitsdf HOS and PSP
flats the amount of which could not be reasonabbedained.

Events after the reporting period

After 31 March 2015, the Legislative Council atsl Finance Committee have approved laws and prégpagech
have a financial effect on Government revenue aqebrediture 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-Operate-Tnaasf@ngements as at 31 March 2015 and the expigs dxtthe
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 August320and

Tai Lam Tunnel and Yuen Long Approach Road (exypineMay 2025).
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35. Entities consolidated in these financial statements
a) Entities consolidated on a line-by-line basis

0] Core Government — comprising the General Reee\ccount and the Funds established under se
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

(i)  Funds established by the Government for specificppgaes with their funding mainly from t
Government and the Government being responsiblthér use:

AIDS Trust Fund

Beat Drugs Fund Association

Community Care Fund

Consumer Legal Action Fund

Education Development Fund

Elder Academy Development Foundation

Elite Athletes Development Fund

Emergency Relief Fund

Environment and Conservation Fund

10. Health Care and Promotion Fund

11. Health Services Research Fund

12. HKSAR Government Scholarship Fund ¥

13. Hong Kong Paralympians Fund

14. Language Fund *

15. New Technology Training Fund

16. Pneumoconiosis Ex Gratia Fund

17. Quality Education Fund ¥

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

20. Self-financing Post-secondary Education Furid

21. Sir David Trench Fund for Recreation

22. Social Innovation and Entrepreneurship DevelemrfFund ¢
23. Supplementary Legal Aid Fund T

24. Trust Fund for Severe Acute Respiratory $gmm

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

©CeNoGO~ONE

(i)  The Hong Kong Housing Authority
(iv) Hong Kong Link 2004 Limited *

(v)  Hong Kong Sukuk 2014 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 53.6%
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 76.0%
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 2014-15.

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

* Financial statements prepared on a liquidatiosidhas the company was dissolved on 28 July 2015.

36. Comparative figures

Certain comparative figures have been re-classifietbnform with the presentation of the currerdarye
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