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Accrual-based consolidated financial statements of
the Government for the year ended 31 March 2003
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When dollars are quoted in this book, they are Hong Kong dollars
unless otherwise stated.
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The Financial Secretary announced in his Budget Speech in
March 2001 that the Government planned to publish both cash-based
and accrual-based accounts starting with the financial year 2002-03.
The announcement was followed by a public consultation carried out
by a Government task force set up to review the Government’s
financial reporting policy. In June 2002, this task force completed its
review and recommended among other things that the Government
should, in addition to the existing cash-based accounts, produce
accrual-based accounts annually consolidating the accounts of the
Government and Government-owned entities. The full report of this
task force can be accessed at the Treasury’s website:
www.info.gov.hk/tsy.

2. The financial statements in this booklet represent our first
attempt at compiling the accrual-based consolidated accounts of the
Government and the entities it owns.  These financial statements
follow as closely as possible the task force’s recommendations,
modified as necessary to reflect changed circumstances and improved
presentation.

3. We are aware that the financial statements in this booklet do not
entirely meet the requirements of the international accounting standards
for the public sector. We plan to present additional financial and non-
financial information in the accounts for subsequent years. We aim to
include Government-owned fixed assets and depreciation in the
financial statements starting with the accounts for the financial year
2004-05, and a stewardship statement describing in terms of physical
measurements the major resources such as land, buildings and
infrastructure assets held by the Government in the delivery of public
services.  Additionally, we will carry out a post-implementation
review in 2006-07.

4, In the meantime, while complete compliance with international
accounting standards is yet to be achieved, we hope that these
statements will give a better understanding of the financial position and
performance of the Government and promote greater awareness of
public finances in the community. Increased public interest in this
respect will help improve financial management and increase
accountability in the public sector, which is the ultimate objective of
these statements.

Mrs Lucia LI
Director of Accounting Services
December 2003
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CONSOLIDATED STATEMENT OF FINANCIAL PERFORMANCE

FOR THE YEAR ENDED 31 MARCH 2003
(with operating expenses classified by nature)

FHEIY?  Operating revenue
R~ o R e ";F#[?IL FI Taxes, rates and duties
F' &5 Rental income
f' Fi%q'% Fees and charges
S HIE S Utilities
JJ*]J?}JV’ @ﬁﬁ Royalties and concessions
fIE3E% 7 Other operating revenue

FEBES T Total operating revenue

FHERY Operating expenses

Fre - HT ’J‘ o E P PRES T‘Fl[ﬂj Salaries, allowances and other employee benefits

H PEHERY Other operating expenses
A [fﬁ Eri& Recurrent subventions

T Y Social security payments
jf’:r 4" Depreciation

WEBERHY Total operating expenses
FHEIZIER /(BB Surplus/(Deficit) from operating activities

JEFHEN®T /(BS) Non-operating revenue / (expenses)
Bl =t ﬁ 3 Capital expenses
*45'%? %7 Land premia
FIRFHEIFYS * Net revenue from Home Ownership Scheme
i[J EL b%FEHI 7 Interest and investment income

ST & [ TR ik
Actuarial loss and curtailment loss on pensions
= SR

Share of profits and losses of government business enterprises
JtREEL £ %76% Surplus of the Exchange Fund

ZEFVEIST /(BT )IA%¥E  Net non-operating revenue / (expenses)

F 9%k /(BY) Net surplus / (deficit) for the year

142 34 IR TR0 )

The notes on pages 14 to 34 form part of these tinancial statements.

ihg FE*E
Note

O 0 3 N L K

10
11
12
13
25

14
15
16

17(a)

22

18
24

FIEd
$m11}ion

111,431
21,663
9,685
2,054
1,726
4,685

151,244

(69,895)
(34,571)
(80,883)
(21,815)

(3,563)

(210,727)

(59,483)

(33,750)
11,442
1,766
5,997

(8,004)

7,160
31,488

16,099

(43,384)
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CONSOLIDATED STATEMENT OF FINANCIAL PERFORMANCE
FOR THE YEAR ENDED 31 MARCH 2003

(with operating expenses classified by function)

BTt Frfye
Note $m11}ion
FBES ™ Operating revenue
RIZED ~ 2 i) B TR ";ﬁ#ﬁﬁfﬁl Taxes, rates and duties 4 111,431
' & %7 Rental income 5 21,663
Fﬁfﬁﬂ'ﬁ'}f Fees and charges 6 9,685
SV EH K Utilities 7 2,054
E;rﬂﬁﬁ H’Jfﬁ f#i#! Royalties and concessions 8 1,726
H MEHBEL> ™ Other operating revenue 9 4,685
FEVEL® T Total operating revenue 151,244
FHERY Operating expenses
f’f:ﬁj Education (48,164)
@ Health (32,997)
ffﬁfrﬁﬂj Social welfare (32,565)
WS Security (27,811)
U755 Support (17,246)
4% Housing (12,627)
%l@ﬂii% Infrastructure (12,361)
9 Economic (9,682)
f%ii?‘fﬂs" £UP% Environment and food (9,526)
- 5 %19 51555 Community and external affairs (7,748)
FEVERHS Total operating expenses (210,727)
FHEIZ78R /(W) Surplus/(Deficit) from operating activities (59,483)
JEFHEN® ™ /(BS) Non-operating revenue / (expenses)
7 [E;%i?jf'ﬁj?l/ Capital expenses 14 (33,750)
fﬁ[%‘ﬁ %7 Land premia 15 11,442
R E R FHIPE 7 Net revenue from Home Ownership Scheme 16 1,766
[JELR H¥"7  Interest and investment income 17(a) 5,997
a2t ? A @EJ“@?’T&E W .
Actuarial loss and curtailment loss on pensions 22 (8,004)
P -
Share of profits and losses of government business enterprises 18 7,160
9t ekl £ %765 Surplus of the Exchange Fund 24 31,488
JEFHEIET /(B )1S¥E  Net non-operating revenue / (expenses) 16,099
F %6/ (B Net surplus/(deficit) for the year (43,384)

o 14 = 34 FIRVIEE 7 g e v A po— ;ﬁﬂﬁ? °
The notes on pages [:4 to 34 form part of these tinancial statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 31 MARCH 2003

Ff755%r% Financial Assets
it It RERL £ pUdEEY Investments with the Exchange Fund
T I A pU3E Y Investments in government business enterprises
H PyEEY Other investments
Evi BT L HZH Loans and advances
FEWF &S 'ﬁF?fP’J Cash and cash equivalents
T %% Other assets

Fiffi Liabilities
Blif e ﬁFJ Provision for pensions
g f?ﬁ Other liabilities

BF75eY &9l Net Financial Assets
JHREEL £ ¥YE @ Net Assets of the Exchange Fund

MILEYE Fixed Assets
YRS Net Assets

HI[IFHE 45 Represented by:
- ‘ﬁg‘fn%ﬁﬁ General Reserve

JHRERL £ [#ff] Exchange Fund Reserve

YR fn%ﬁﬁ Capital Expenditure Reserve

57 14 = 34 FIpsfff -t E@iﬁﬁ[ﬁ?ﬁ%gﬂﬁ@# fﬂ;’? °
The notes on pages ?4 to 34 form part of these tinancial statements.
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I I?E

Note

17(b)
18

19
20

3(c)
21

22
23

24

25

26
24

25

I
$Fmi1§14ion

324,224
159,095
26,002
36,027
10,233
15,237

570,818

(307,806)
(45,531)

(353,337)

217,481
330,390

112,615

660,486

217,481
330,390

112,615

660,486
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CONSOLIDATED CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 MARCH 2003

VBN B & PV e
CASH FLOWS FROM OPERATING ACTIVITIES
FREiZyEs: /() Surplus/(Deficit) from operating activities
F%f@ﬁ I Adjustments for:
P7E Depreciation
E #9e¥E oY) Decrease in other assets
e ["EJ v I'TFJ [iU¥ ') Decrease in other liabilities and provisions
ﬁ:;tffh & Write-off

’E’?ﬁ@’iﬁ?ﬁfﬁﬁ FPHENFRIREE  Net cash outflow from operating activities

ZEFVENT e & pUTH S B
CASH FLOWS FROM NON-OPERATING ACTIVITIES
%9?1‘%?[3“4—’?%?} Additions to fixed assets

e E H#3 Capital expenses
) «éﬁl & JEEYTE D Decrease in investments with the Exchange Fund

H ey CHIRDTR 0 ok
Increase in other investments (including government business enterprises)
I E YT Proceeds from disposal of investments
“'15 SFELAEEL Receipt of interest and dividends
EbiEa ] IEHY * Receipt of land premia
PiFT 7R Loans made
< {ERIAY TR Proceeds from loan repayments
= ﬁ]l LAY A Proceeds from disposal of fixed assets
U E R FHIPVEE R Net cash inflow from Home Ownership Scheme
ET M@i Hi#t Sale of flats
E 'fFI'LIF T/ fﬁ[ﬁf?}'?ﬂl €7 Home Purchase / Assistance Loans

E’l‘:’é’?ﬁiﬁ?ﬁfﬁ‘—aﬁ # U &R 7 5¥E Net cash inflow from non-operating activities
FERFLES TF]‘?J?E*'H’ETI ‘> Net decrease in cash and cash equivalents

TS NS W2 SR

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

TS AR S oS TR

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

5T 14 2 34 PO+ Mg - fﬂﬁ .

The notes on pages q4 to 34 form part of these financial statements.
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P
$mllﬂion

(59,483)

3,563
673

(3,084)
27

1,179

(58,304)

(7,431)
(33,750)
59,508

(2,019)
101
20,104
11,442

(3,385)
4,863
14

1,790
1,176

52,413

(5,891)

16,124

10,233
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STATEMENT OF RECONCILIATION BETWEEN THE GENERAL RESERVE REPORTED
UNDER THE ACCRUAL BASIS AND THE CONSOLIDATED FUND BALANCE (FISCAL
RESERVES) REPORTED UNDER THE CASH BASIS

AS AT 31 MARCH 2003

FIfyr FIiyn
$m11{ion $mllﬂion
— R - AR RSN A R IR D A H
General Reserve — as reported in the accrual-based Consolidated Statement of
Financial Position 217,481
F%EZZEE I Adjustments for:
HOEET IR RIS R IR 2 =Y o i (ﬁ:it a)
Liabilities recognized under the accrual basis but not the cash basis (Note a)
PEp SR ﬁﬁj Provision for pensions 307,806
g ['ﬁ Other liabilities 21,442 329,248
PRI RIS A PTHIRT 2  =pevd (FE;t a)
Assets recognized under the accrual basis but not the cash basis (Note a)
Y Investments (131,035)
E7# Loans (37,627)
R (2 RIS P )
Other assets (mainly stocks in hand) (1,142)
9 L& FRO ] T
Increase in market value of investments with the Exchange Fund (2,096) (171,900)

IS I';JTFSF T3 I REERL & o VT 5 R (ﬁ%t b)
Share of undistributed reserves of
government business enterprises and the Exchange Fund (Note b) (45,816)

i B [ RTTRLS PRRE G o
Share of net financial assets of
Hong Kong Housing Authority and Government Funds (Note c) (17,611) (63,427)

FICRaME - RS USRIl O IRE e

Fiscal Reserves — as reported in the cash-based Consolidated Account 311,402

= Note:
(@) PRSPty — 2B 30@)G0) IO -
Core Government only — refer to note 30(a)(i) for a list of the entities.
(b) %Eﬁ]ﬁ[fﬁ% 30(b) FlItIifruHTAE < Refer to note 30(b) for a list of the entities.
(c) =T ﬁ;;t 30(a)(ii) * (iii) Y[TpVETAE o Refer to note 30(a)(ii) and (iii) for a list of the entities.

57 14 = 34 FIpsfffZEp mﬁgﬁﬂﬁﬁgipm f[ﬂ;’} °
The notes on pages E4 to 34 form part of these tinancial statements.
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STATEMENT OF RECONCILIATION BETWEEN THE SURPLUSES/DEFICITS REPORTED

UNDER THE ACCRUAL BASIS AND UNDER THE CASH BASIS
FOR THE YEAR ENDED 31 MARCH 2003

Zle/ (B~ REARITRHAC I IR DA
Surplus/(Deficit) — as reported in the accrual based Consolidated Statement of
Financial Performance

F%’;EZZEE I Adjustments for:

T PR G a)

Items reducing the cash-based deficit (Note a)

YE{fjA¥ET I Net increase in provisions

ER P ) Net decrease in loans

ERAE A M TR R e

Dividends waived and cost of shares used in loyalty issues
=PIy ETAEYE D Net decrease in stocks in hand

Rkl & e HZE] ;l GG a)

Items increasing the cash-based deficit (Note a)
PRI 9 s L & s 2 e ) R % ol i
Gains arising from changes in fair value of investments with the Exchange Fund
& HY Cash investments made

r‘gl’g—;ﬁ cpffizg liEan| ﬂﬁ: F' Uk ijﬂ:]: [@%Eq b [J(&Jﬁ’\)/gg;
Share of ( suLpluses )/deﬁc1ts of other consolidated entities not included in
the cash-based Consolidated Account
Pt R W RERL (3 b)
Government business enEerprises and the Exchange Fund (Note b)
WS

Less: Net amount received

iSRS UL G o

ong Kong Housing Authority and Government Funds (Note c)

Zid: /(B - ALY R AIRE
Surplus/(Deficit) — as reported in the cash-based Consolidated Account
=k Note:

(@) FIUWEAS o 5 — wfumﬁi 30(a)(@) It -

Core Government only — refer to note 30(a)(i) for a list of the entities.
(b) fxrﬁﬁj[ﬁﬁ% 30(b) FlItIifruHTAE < Refer to note 30(b) for a list of the entities.

FIfyT FIfym
$mif1{ion $mfllllon
(43,384)
21,253
2,154
413
7 23,827
(2,683)
(2,345) (5,028)
(38,648)
848
(37,800)
697 (37,103)
(61,688)

(c) =R B 30(a)(ii) * (iii) Y[TpuETAE o Refer to note 30(a)(ii) and (iii) for a list of the entities.

9y 14 = 34 [ F'“f‘ﬁi;‘f* Eg R A p— fﬂﬁ? °

The notes on pages 14 to 34 form part of these tinancial statements.
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Basis of Preparation

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

Reporting Entities and Basis of Consolidation

Reporting Entities

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

a)  the General Revenue Account (GRA);

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

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

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

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

f)  the Exchange Fund.

Other Non-departmental Public Bodies

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

Basis of Consolidation

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

Entities in notes 2.1(d) and (f) are consolidated on an
equity basis whereby the Government’s share of their
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15

current year’s net operating results are separately disclosed
in the Consolidated Statement of Financial Performance,
and the Government’s share of their net assets, less any
impairment losses recognized, are included in the
investments reported in the Consolidated Statement of
Financial Position.

Consolidated entities with financial year-end dates different
from March 31

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

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

Principal Accounting Policies

a)  Revenue

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

b)  Expenses

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

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

(i)  stocks in hand.

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

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

banks and other financial institutions with an original
period to maturity of not more than three months.
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Investments with the Exchange Fund

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

Investments

Investments in government business enterprises

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

Other investments

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

Stocks in hand

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

Home Ownership Scheme (domestic) premises

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

Fixed assets

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

Fixed assets are stated at cost less accumulated
depreciation except capital works / projects in
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progress which are stated at cost. Depreciation is
provided on a straight line basis to amortise the cost
of each fixed asset over its estimated useful life as
follows:

2l

Categories

TR B B8 1

Estimated useful lives

= ( Cliﬁﬁ*‘jﬂ%j TR T
5 MR )

Buildings (include site formation,

integral plant and equipment)

10240

10 — 40 years

FEI = T A

Building improvement works

R 06 [ - TSR g O R
PR 8 5 (1) SR H 5T

the remaining life of the building, except for fitting out works

and refurbishment which are depreciated over the remaining life

of the building or 8 years, whichever is the lower

Computer assets 5 years
%UF 5=

Electromc equipment 5 years

T IpELE T FE SATE

Capital works / projects in

not depreciated

progress
ﬁ%ﬁ » FRETRFED 4 FER EYE i) Assets under Build-Operate-Transfer arrangements
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In a Build-Operate-Transfer (BOT) arrangement, the
Government enters into an agreement with a private
sector company under which the company agrees to
finance, design and build a facility at its own cost,
and is given a concession, usually for a fixed period,
to operate that facility and collect revenue from its
operation before transferring the facility to the
Government at the end of the concession period.
For assets constructed by the private sector under
BOT arrangements, both the title to the assets and the
economic benefits arising from the assets are not
passed to the Government until the arrangements
expire.

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

A list of the assets under BOT arrangements as at 31
March 2003 and the expiry dates of the arrangements
are at note 29.
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J)

Employee benefits
Retirement benefits

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

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

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

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

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

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

— the effect of changes in actuarial
assumptions.

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

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

Other employee benefits

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



AUE %@‘pjwﬁ?%*lﬁ[hﬁfﬁ Taxes, rates and duties

[‘jjﬁ[ﬁﬁl{? Internal revenue
FIIHHAL Profits tax
FrEHL Salaries tax
%75 Betting duty
Eﬁgﬁ Stamp duties
NANES ijﬁ[ﬂﬁl['if Other internal revenue

— &5 ) General rates
T)%\%\'*ﬁfﬁ’{ﬁ?fgj Duties
F1#§7T Motor vehicle taxes

F'&]%7 Rental income

W @ P & Rents from HKHA's properties

FESCE G i 153 1 = Elshus Government rents charged at 3% of rateable values
it B Government land licences

=PI 7 £ Rents from government properties

Fﬁfﬁﬂﬁ{* Fees and charges

K&y Economic

FLHEH Y Infrastructure

W4 Security

EEii?‘?ﬂs’/ AP” Environment and food

w15 K 5519 §1355 Community and external affairs
1211755 Support

1 Others
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FIfLT
$mi1mion

38,795
29,733
10,921
7,458
6,983

93,890
8,411
6,620
2,510

111,431




7.

10.

B Utilities

“}<3%5 Waterworks
157 ECERS; Sewage services
HERESPE Marine ferry terminals

Ejl FIBTRF @78 Royalties and concessions

W [%5E Bridges and tunnels
(571§ Parking
F1HFAsike Vehicles examination
E [ Others

Py

[ FgREis ™ Other operating revenue

Ysplpudes MBS E ﬂfﬂ‘ﬁ’mﬁﬂjﬁ‘ﬁl} Recovery of salaries and staff on-costs
%,rjﬁ . iéﬂ['fk'f%;lijé Fines, forfeitures and penalties

+ 53445 Mark Six Lottery

LI&‘E:F[[F[U LR FRETE Recovery of overpayments and losses

E [ Others

#F& - ﬁ‘ﬁf’ﬁs"iﬂ f"il'EF"lT—rﬁﬂJ Salaries, allowances and other employee benefits

P W EIJJ‘ Salaries and allowances
S & EIRERS 4 (i 22) Pension current service cost (Note 22)
P PRES WF*[J Other employee benefits
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FIfLT
$mi1mion
1,446

383
225

2,054

FIELT
$Fmilmion

1,045
412
60
209

1,726

T I
$meion

1,738
843
717
353

1,034

4,685

T 1L
$me1}ion

59,520
9,481
894

69,895




11.

12.

13.

H PIEHERS  Other operating expenses

PEa™ [R5k Fi 3 5 | Hire of services and professional fees

FEfS [ F: Maintenance

’FF"JE'?J £ QGrants

=GR E]s Light and power

FEFIFY Miscellaneous

FEET 22f Purchase of water

HIA[R &g 5l Specialist supplies, stores and equipment
PR RIS g3 2 Operation of waste facilities

7 3 Administration expenses

FUREEL ITJFFLJ {#7 & Payments for voluntary retirement

-~ HEE P IEEHIBNY General other non-recurrent

LS SEEed R (Tf:‘ff, =91 )

Rents and management charges for properties (other than quarters)

P l"“’iﬁgﬁj Publicity and cultural activities

B 'JI’;"?{W_% Recurrent subventions

F=4y Education

2t Health

[in vﬁﬁﬂj Social welfare
&y~ Economic

1% Others

fﬁ%’*{ WEE< Social security payments

ek f{ WEFES] Comprehensive social security assistance
S HFEFED Social security allowance scheme
T Ef3 Other payments

21

T
$Fmi1flJion

40,558
29,702
6,844
2,068
1,711

80,883




14.

15.

16.

Z ‘“§F|fj'ﬁ'ﬂ—‘1/ Capital expenses

H =¥ Buildings

+ 4= # Civil engineering works

EEHEYI&E Capital subventions

2% Highways

%' Housing

%9?“[ oE 7&/“[ 54 5% %! New towns and urban area developments
%%HJ Drainage

FE*'TFII “#15 Computerisation

-+ B9%*| Land acquisition

“}<3%55 Waterworks

ESR ~ i - Fasl“lfﬁk" /| #]Z 74 Plant, vehicles, equipment and minor works
= fol A Major systems and equipment

PRI ESHE AT Port and airport development

i*'i'fF]‘llﬁr" Land premia

L 4 IR BT R
Modification of existing leases, exchanges and extensions

AR R E + P Sales by public auction and tender
f,f SRRt i Prlvate treaty grants
i E F)ul (¥4 Fees received in respect of short-term waivers

FHHE

;lrrf-

=7 Income
'E?ﬁﬁi Operating costs
lF—zfl wl FI7E 1= s Increase in provisions for HOS projects

22

FIEd
$m11}ion

4,424
3,732
3,058

228

11,442

F[F’”'E‘f%ﬂ)ﬁfﬁéﬁﬂﬁﬂ Net revenue from Home Ownership Scheme (HOS)

Frfl
$m11Jion
6,439

(4,291)
(382)

1,766




17.

18.

(a) FEI=$%Y ™ Interest and investment income

F S
$m11Jion
T PRl & pusERY (IffFE 17(b))  Investments with the Exchange Fund (Note 17(b))
FIIELS ™ Interest income 17,461
Rl e E]‘['@%‘E*JFIJE% 2 pul% g Gains arising from changes in fair value 2,683
20,144
EFEFEL R 8 Interest on loans and investment income 1,348
21,492
& FOFRLEEH] ( [Sﬁﬁgf 22) Interest cost on pension liabilities (Note 22) (15,495)
5,997

(b) YRR £ PVHEEY Investments with the Exchange Fund

iﬁi. b 9 RERL & (Y
Biowcr - 5 (IR ity
[ 3,242.24 [E5 > i ™ ¥ [ff2E 24 po
JHRERL & A AR FH YR p AT
fﬁliﬁ'[ﬂg &4 3,180.58 [57% £ %

EL BRLH - OOZ # 2 4] =
- E'm hes o 2 Wi
SEI@T&“?}’O

These are the Government’s funds deposited with the
Exchange Fund for investment purposes. The amount of
$324,224 million stated in the Consolidated Statement of
Financial Position is higher than the corresponding amount
of $318,058 million reported in the Exchange Fund's
unaudited balance sheet reproduced at note 24 below. The
difference is due to the former being stated at market value
as at 31 March 2003 and the inclusion of the investments of
the Lotteries Fund.

PR FH FUHESY Investments in government business enterprises

FrEl
$m11Jion
Heeysy 4 Cost of investments 111,948
E EI’J‘ VT ( a) Share of undistributed reserves (Note a)
¥ OO0Z =F) [“'FJ* [1 At 1 April 2002 40,715
U: E]JJ‘F % Share of prior year adjustments (1,148)
= EF]JYFQL’H@TFJ Share of profits and losses for the year 7,160
ﬁ (IR ﬁF { VE3E (F b) Share of distributions for the year (Note b) (2,011)
T E]IJ‘ Y |1F % £ Share of other reserve movements 1,100
¥ OOZFF = F) =~ FI At 31 March 2003 45,816
IS [’:WFVQ*: 19 {ifi Share of net assets 157,764
ETE; Loans 1,331
159,095

- Note: .
(a) GBI 300)GTIL Fors iy - -

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

(b) W EIIEIREL 2.19 (@ W I EL 9.44 [ o
Inc[udes dividends waived and shares received in lieu of dividends amounting to $219 million and $944 million

respectively.
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19.

20.

E P9HFEY Other investments

FIEy
$m11Jion
S @A HIViEEY Investments made by HKHA 21,510
H Pl &5 ”T[’EI‘J%??%’ Investments made by other funds 4,349
FHVV B SR EAL As1an Development Bank 87
??F i iﬁm £J[2L>* Fil New Hong Kong Tunnel Company Limited 56
26,002
EE TS 4 #“Fl Loans and advances
FIEy
$m11Jion
EVEELE HLHIYETH) Loans provided under the Loan Fund
_F“'[ w Fi’ E7# Home starter loans 13,861
ZHSEVE S ERRD Civil servants housing loans 5,215
e E‘”V H Py 5 €V Sandwich class and other housing loans 432
ffﬁj\ e Education loans 6,177
T EE Other loans 3,098
28,783
HFLETH Advances 2,923
55 RIS 1 K
Home Purchase / Assistance Loans provided by HKHA 2,910
e T e
Sandwich class housing loans administered by Housing Society 701
F M ERR Other loans 710
36,027
S T F TR 62 B Included in the advances above is a sum of $1,162 million
IE YL P |]a NIES Y [[ f;f; & being the outstanding balance of expenditure on
[ESJ et *Jq”jj I R L[ST[FI . Vi.etnamese migrants recoverable from the United Nations
= B ST ﬁi?’{i % YR T e High Commlsswner. for Refugee§ .(UNHCR). The la§t
F/T -k e , ri* *Ju Yo 2 — repayment, amounting to $4 million, was recel.ve.d in
" FIH o February 1998. In January 1998, the High Commissioner
oS A‘Jq“” ’1\&% &Fﬁ il for Refugees informed the Government of the Hong Kong
gz PTr{T [Wﬁ r:S E* S €7 1 Special Administrative Region (HKSAR) that in the
W }“)“’T ?F o J]EU [Eﬁ’ﬁ’“'il_ absence of further funding prospects, the repayment in
# E e HEETHF R - TR o l’r.L] February 1998 was t.he last reimbursement that the
igﬁw CETED A %#j[}m Yl UNHCR could realistically foresee. . If the UNHCR
TH {F =k lmél—j\ S PRI defaults on repayment of the outstanding advances, the

Government of the HKSAR will not be able to enforce
repayment through legal means as the UNHCR is immune

<<[93«'53%‘n‘r"2§”3"'/1‘*1fﬁ@l ) (37 190

1%'{' ? ’ lE‘TfF FRLE R W‘E[aﬁ' Ve I e from suit under the International Organisations and

?74’“ = L[;’[F"Sy%‘r MEC AR 'ig&fﬁ‘ﬁ!ﬂ Diplomatic ~ Privileges  Ordinance  (Cap.  190).
Consequently, the full recovery of the amount due is
doubtful.

T2 O0Z 0= FT?F & ?%{»’1—*] Hl= During the financial year 2002-03, the Government of the

gl LJF{T;%H%:FQ,F} EL g,ﬂ;,j P_l,\ T HKSAR. continued to pursue the repayment of . the

< o J, ; %# ;f,% r | outstanding advances from the UNHCR and to urge it to

E‘ B ﬁﬁ %5 I B make renewed efforts to look for donations with a view to
settling the amount. So far, the Government of the

Lﬁ" = 7O 1 s
THEE FIIEE UT%J?«F%F&« F[%ﬁw' e HKSAR has not received any further repayments or

24



21.

22.

SRR FI R

H PE¥E Other assets

[:é‘ﬂ FURFHE (=) &=+ Home Ownership Scheme (domestic) premises

B Accounts receivable
‘EJE P E 7 Stocks in hand

Biff& %ﬁﬁ Provision for pensions

P = R PR iR & FHE

@) zvfﬁgu&,gﬁ/ o (G
ﬂwawﬁww*wb
7>> (5799 )~ CGak& G
1) (37 305 )~ G2
HU’?JJL) CPRFEEE ) IXRT) (37
80 1)~ GAFE CHIIL) (5
AR SPlE ) [T (3T 90 ;Eﬁg
GARE CREIPE) CBY 5
& CHIIE) (RS Eh)
(1Y (37 477 0 st 2
A

b ji# ‘;‘E/d/f»»q // A (2
I*Q*Hﬁ, (FilE * EDIERT) (57 401
) G R 2 GETIIERT) (57 305
TR £ WA

o IEETEFH - Y *fﬁ%;'
2 FEHT) (57 94 F) & (15
I & GRTm I ﬁJ >> (EI 205 FiyHE E
g sl

“‘?“‘?

d) ﬂwﬁﬁﬁhwwuﬁﬁ 1
y<meJk4?ﬁWf1m>
(2379 3 ) & GELk & AT
(53305 i) VPt 2w -

SR A R R S F] GRTELAT
B Sl DREER I Tqﬂjﬁ i F[HI SFSES
MTRE S EREE & F R R )
i

B IR R R (s
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donations.

Efforts to press the UNHCR for early

settlement of the outstanding advances will continue.

The Government operates four major types of pension
schemes:

a)

b)

d)

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

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

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

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

All the pension schemes above are defined benefit schemes
with the civil and judicial pension schemes being non-
contributory and the other two schemes being contributory
(either at a fixed amount or as a percentage on salaries).
The Civil Service Pension Scheme and the dependant



P%«%#QEJ%I FUJ Plﬂ?ﬁ) ’7JFI"E3L
p{aﬁzﬁguba ngu;‘"[nrf U SR -
e RS OOQF |- Elﬁw;.&y
TEL']aJ CHFEY B TR R ag A
& FHRIFE (B E R é;lﬁﬁréﬁ i)
Lif 2P - Ut

L;;’_%H‘hﬂﬂfﬁgl”g‘# N bo 'L_p = F
- AIZ 00 # 2 H 5 - m#
uglq‘f;g, I?J P /‘ﬂfr&ﬁfgﬁ[ﬁ@
EI#E “f' gl ’?‘ﬂtﬁ‘ ["PL"*IF‘I ° TR ET I
LA EFHEE T OO0 F 2 F 2 A
~ PAHIZ OOZ # 2 5| = — FI[Ffvs
PI‘A* EIFE - FRE T U RO T
F

EFW ZFl3 Discount rate
a2 2 F ey pus ik

Expected rate of return on the assets of the pension schemes

[EFOFIEIR — ) A

pension schemes are closed schemes. Civil servants
appointed on or after 1 June 2000 are not eligible to join.
The operation and funding of the pension schemes are
governed by the relevant pension legislation. For the
purpose of accrual-based accounting, the Government’s
financial liabilities under these schemes as at 31 March
2002 and 31 March 2003 were assessed by an independent
qualified actuary using the Projected Unit Credit Method.
The following principal actuarial assumptions were used in
arriving at the pension liabilities under the four pension
schemes as at 31 March 2002 and 31 March 2003:

5.5%

TR ()

Not applicable (Note)

Future salary increases — con51sting of the following components:

- pEM R

Inflation and productivity

-3.23% - 2.5%

- PR R (RO R RO PR D

romotion and annual increments (based on a set of age-related rates)

PSP AR IR 1 R

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

2 OOZ F =2 - [E S pEEE

Present value of pension obligations at 31 March 2002

a2 Eﬁ%ﬂiﬁ?& PRV

Expenses recognized in the Statement of Financial Performance
R0 F',Uﬁf_ll%“ Benefits paid

2 O0Z 82 F =2 ~ L& B

Present value of pension obligations at 31 March 2003

3 ARG * IRPVRY
Expenses recognized in the Statement of Financial Performance:

[J (Y| ([ 17(a)) Interest cost (Note 17(a))
z I*EJF\/7§§'?‘/¢ (Fff=E 10) Current service cost (Note 10)
oy ¥ WPt Curtailment loss
#‘Fﬁﬁ 1t Actuarial loss
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0.04%

4.5%

FI
$m11{i0n
286,303

32,980
(11,477)

307,806

FI
$m11{ion
15,495
9,481

5,587
2,417

32,980

| Note: The Government’s pension liabilities are basically
=l unfunded and hence there is no expected rate of
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HEXIHIY ()  Untaken leave (Note)
1 9 Others

PASECE Deposits
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£ Others

ﬁ%t Doy ER VY TFF&*@? T R
ﬂilﬂiﬁfﬁ”% CAI=TRREV (4 505 )
UG SFE IS T R
}i, I'EE thrv@ﬂﬂlsz ) iﬁ/EJFJ @ﬁfrfﬁl
SEMAR AN ?"E?%&Eﬁ [(TE 4 Vil
LR 4* E’j’ﬁl% FFF’E‘T%[F' flp~
FEHEPIY A - 22 O00F =
Flig  IpN T asEL o %iﬁ;ﬁffﬁ/}
bl@ﬁ; fi ﬁﬁ’,’;%ﬁ{gu[&m F“ gﬁ =

B ESE pﬂ 5 HH A
Jﬁp 20 FI > 219y F[?‘E“un«'%'ﬁ%’;}
£ 40 EIOEL /\*[%J‘F*L s U=
15#%”1’5& N ?r FIpoFE] - 3
FHE R e I Y
(e ﬁ"u’aw

27

return on the assets of the pension schemes. The
pension legislation provides that payments of all
pension benefits should be charged to the General
Revenue. Accordingly, funds are set aside every
year from the General Revenue Account for pension
payments. To meet payments of civil service
pensions in the most unlikely event that the
Government cannot meet such liabilities from the
General Revenue, the Government has since 1995
maintained a Civil Service Pension Reserve Fund
which could cover the pension payment for one
year. The balance of this Fund was $12,377
million as at 31 March 2003.

FIF?L

l
$rn111]i0n

20,326
6,090

26,416
12,460
6,524
131

45,531

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

of the overall amount of leave earned but not yet
taken by serving officers calculated at their current
salary levels. As and when officers clear their
untaken leave balance, such liability is expected to
decrease. In case officers have untaken leave when
leaving the Government, the liability for untaken
leave will be absorbed within the salary provisions
for the departments concerned. It should be noted
that both leave earning rates and leave accumulation
limits have been substantially reduced for civil
servants recruited after May 2000. To illustrate,
the average leave earning rate of these civil servants
is about 20 days per annum and the average
accumulation limit is about 40 days. With this and
the planned reduction in the civil service
establishment in the coming years, it is expected that
the Government's liability for untaken leave will
decline over time.
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The Monetary Authority, under delegated authority from
the Financial Secretary as Controller of the Exchange Fund
(the Fund), manages the Fund in accordance with the
provisions of the Exchange Fund Ordinance (Cap. 66).
The net assets of the Fund as at 31 March 2003 are
represented by the Exchange Fund Reserve in the
Consolidated Statement of Financial Position.  The
movement of the Exchange Fund Reserve during the year
was as follows:
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FIE
$m1llji0n
K7 OO FpaE]— 1At 1 April 2002 298,902
HRE1- Jﬂ&[’%ﬁﬁ (it ﬁéji 26 ) Transfer from General Reserve (Note 26) 31,488
¥ OO0Z=F = F[ =~ [ At31 March 2003 330,390
W2 OO0 F 2 HZ A - P SR & frffiddffer (FA56FD g
The Exchange Fund's abridged Balance Sheet (unaudited) as at 31 March 2003 was as follows:
FIE
$m1111i0n
TYE Assets
1Y% Foreign currency assets 898,702
U EYE: Hong Kong dollar assets 61,018
959,720
Eiffi Liabilities
B R B R AL
Placements by other Hong Kong Special Administrative Region government funds (318,058)
F | @ﬁﬂlﬂf |2 Certificates of Indebtedness (121,925)
gt [Zﬂsﬁl S glj%?:)v ffi5; Exchange Fund Bills and Notes (121,609)
R E e ﬁjﬂ[&%ﬁéj ¥ Placements by banks and other financial institutions (38,435)
Pty T 5 g 3&;1\%"’”‘73/?@5‘ Government-issued currency notes and coins in circulation (6,315)
FHNE SR lLlacements by Hong Kong statutory bodies (4,238)
%mﬁg FiFES Balance of the banking system (1,5806)
H {91 ffi Other liabilities (17,164)
(629,330)
—Q’@ * @l Net assets 330,390




25, RIER (2 SEEEES [RIRETE)
Fixed assets (these are the fixed assets of the Hong Kong Housing Authority)
il Y ORI (S PSR YA BT G -
The total net book value of fixed assets is represented by the Capital Expenditure Reserve in the Consolidated
Statement of Financial Position.

7% Cost

2 00T #puE[- [
At 1 April 2002

ﬁf‘\fg[’ (ﬁ%t b) Additions (Note b)
FLE 1/ (HERD) BT P <y 2]

Transfer from/(to) other fixed
assets categories

h Fél Y= Disposals

- OOZFF = k=~ [I
At 31 March 2003

S

Accumulated depreciation

W2 OO0z #pHE- i
At 1 April 2002

F 1 $TE Charge for the year

PR T

Written back on disposal

W2 OO0= #FZEZH - |
At 31 March 2003

IRENS @ Net Book Value

W O0ZFZF =~ !
At 31 March 2003

T OOZ FZE =~ I
At 31 March 2002

=k Note:
(@ Wi e

EEEIY
N B A
» e wHl
}r? o T A e IS Capital
(F a) Building e il P%ITFJ Works / e
Buildings Improvement Computer Elegtronlc Projects in e
(Note a) Works Assets Equipment Progress Total
FIEy FIfT P FIEy P FIEy
$m§ﬂion $m1lﬂion $mf1’ion $m§ﬂion $mf1’ion $mi1€lﬂion
116,317 2,353 918 605 14,305 134,498
- - - . 7,476 7,476
7,948 362 95 85 (8,490) -
(1,999) (42) ) (39) - (2,089)
122,266 2,673 1,004 651 13,291 139,885
22,440 990 524 508 - 24,462
3,166 278 146 72 - 3,662
(807) (10) 3) 34) - (854)
24,799 1,258 667 546 - 27,270
97,467 1,415 337 105 13,291 112,615
93,877 1,363 394 97 14,305 110,036

Include site formation.
(b) =HIFEFIERY Y 100 ]}i'lj?u > Net of $1 million recognized as expenses.
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27.

- ‘ﬂQ‘fﬁ;ﬁﬁFJ General Reserve

K7 OOZ Fp4ak]— B At 1 April 2002

FM¥REEE (B0 Net surplus/(deficit) for the year

Ty (SO RERIEE M P R RS 4 (R 18)

Share of prior year adjustments and other reserve movements in government business

enterprises (Note 18)

(S I sl & f%ffﬁj (FifZ: 24 ) Transfer from/(to) Exchange Fund Reserve (Note 24)
HEF /(SR 4 B () (EWJE?“r"é?F’% FRy= ST (Wﬂ‘ﬁzf 25))

Transfer from/(to) Capital Expenditure Reserve (being net increase in fixed assets (Note 25))

Fifym
$m11Jion

294,980
(43,384)

(48)
(31,488)

(2,579)

¥ OO==F = F]=+4~ I At31 March 2003

217,481

E¥E Commitments

(a) %¥4EPE Capital commitments
FZOO0ZFZH=A - f % SR e SRR O R AR

Outstanding capital commitments as at 31 March 2003 not provided for in the consolidated financial statements

were as follows:

Capital works projects, property, plant and equipment

EPESIHE S jﬁ]’fﬁj Contracted but not provided for:

FIfLr
$m11Jion

89,103

I E5: 5559 Approved but not contracted for:

123,201

(i) %Y Investments
FYEEERE Outstanding commitment:

15,744

(ili)  E€7H] Loans
BRPEEEFE Outstanding commitment:

23,018

(b) FEF5EPE Leasing commitments

F2OO0Z F =22 = 1o U8 HFVIFRY PR R [ i (7] e (672 & SRRETES 8.12 [R0e -

As at 31 March 2003, the total future minimum lease payments under non-cancelable operating leases were

$812 million.

30



28.

FYE|FIffi Contingent liabilities

7200 # 2 H =2 = 1 IR
El I?J?Q[I"’\ :
a) a:]LFCEFL[r[ IIQFIJI%BEE F'J)F[‘Lip%i[ﬁ\ﬁsa

b)

g

Elma""’?gj‘?h =AU REEE 96.28 (i
P

Sl ) -5 (7 CpUERH e
WEsE 14.86 B

i F: & 47.09 B

i SV B 8 2L R 4
19.2 fE

LIS W PR "ﬁ%ﬁ”‘%ﬁ* ks
R R~ FolE 2 L[ el i
LD LI o
HRLEH O R TR TSl @ (e
SRR R g e 1?5 e
jj‘/‘hl’:;<;) [ EVEL 83635 fi
= w/‘hl&'ﬁj T1HEVRIES 47.11
B 9T R
il “ﬂdﬁ”? 1795 1) R
£1E T Lﬂzg;ﬁiﬁwﬁfgmé‘j3 =57
it ﬁﬁﬁhl W‘%IE ANty
1L UHFFﬂﬁ'xjm[ g,E:*ﬂ liﬁﬂlﬂf
e F*ﬁ,&p”%ﬁﬁ‘f:[ FE[ i Fir
L]y"i 7 LJ.I f%ﬁ,ﬁji Ignﬁi‘l I,DL'jjy
H PR JEHEM?‘J e e

ST ER T jﬁ%’ﬁ%:

t;;{-ﬁ AT [E;E. R e

1E% 195.76 [ 0 G\h[}?fl;ﬁ‘j

- j BpUbRE 22.29 B 5

P B R IR
ju) fi b I‘PL"EJmiﬁ W BT
j %EJ?# 62.66 B > BETZ j =2t
ElfJEJIJ K5 0.266 [E+ » S4B ?‘I(e)
B 1) B rﬁm&:&

liﬁﬂ{ﬁ:”ﬁf IEIJ [Fn ﬁ: I’ FL IE%'
F N r-_f‘"?%iﬁi UHF[j:j‘j:;-.-sﬁ:{J

FJ Eﬂj:ﬂ JFIE‘HEI EH?H b IFH\?L (?F&j
By TR P - iU
EJ‘E’H‘%—Q%E') EIE o IR v s
Uﬂ”ﬁﬁzj&[j Gl IEHW‘%K‘%H
FIF}&EJI‘F’WQQE s "{%ZLFHI'EI
ﬂfﬂ giﬁ w;n[gﬂa s %ﬁ - {J%F[fjg‘:},
32.25 [E7e o TR RTI [ PRAVIIEL
870 ﬁﬁ

34. {)LILL]%:W ;

31

As at 31 March 2003, the Government had the following
contingent liabilities:

a)

b)

g

guarantee to the Hong Kong Export Credit Insurance
Corporation for liabilities under contracts of
insurance amounting to $9,628 million;

guarantees provided under loan guarantee schemes
for small and medium enterprises amounting to
$1,486 million;

litigation amounting to $4,709 million;

possible capital subscriptions to the Asian
Development Bank amounting to $1,920 million;

default guarantees by HKHA in respect of mortgage
loans made by banks and other authorised financial
institutions on flats built and sold under HOS and
Private  Sector Participation Scheme (PSPS)
amounting to $83,635 million for the Primary Market
Scheme and $4,711 million for the Secondary Market
Scheme. It is HKHA’s view that contingent
liabilities on default guarantees will only arise if the
outstanding indebtedness of mortgages to banks and
other financial institutions cannot be covered by
proceeds from resale at the original selling price for
flats within the first 2 years of the resale restriction
period, at the prevailing HOS price for flats from the
3rd to the 5th year of such period, and at the
prevailing market price less premium payable after
the resale restriction period. HKHA estimates its
financial exposure to be $19,576 million for the
Primary Market Scheme and $2,229 million for the
Secondary Market Scheme;

default guarantees by HKHA for flats sold under
Tenants Purchase Scheme (TPS) amounting to
$6,266 million for the primary market and
$26.6 million for secondary market. Following the
rationale in (e) above and assuming that the
properties can be re-sold at the original selling price
for flats within the first 2 years of the resale
restriction period, at the prevailing TPS price for flats
from the 3rd to the 5th year of such period (less the
actual amount of special credit for primary market
flats) and at the prevailing market price less premium
payable after the resale restriction period, HKHA
estimates its financial exposure to be $3,225 million
for the primary market and $8.7 million for the
secondary market;

prices guaranteed by HKHA to the developers in
respect of PSPS unsold flats totalling $3,404 million;
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h)  aclaim by legal action of a developer in the region of
$106 million against HKHA arising from
cancellation of sales of certain flats in previous years;

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

J) a legal proceeding by two public rental housing
(PRH) tenants for judicial review in respect of the
decisions of HKHA to defer the review of the rent of
its PRH estates in 2001 and 2002. On 11 July 2003
and 12 August 2003, the High Court handed down
respectively the judgment and the decision on relief
in favour of the applicants. HKHA decided to
appeal. Legal steps are being taken in this respect.
Since the legal proceeding is still in progress, the
financial implications to HKHA cannot be reasonably
ascertained at this stage.
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The names of the assets under Build-Operate-Transfer
arrangements as at 31 March 2003 and the expiry dates of
the arrangements are as follows:

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

b)  The Tate’s Cairn Tunnel (expires in July 2018);
¢)  The Western Harbour Crossing (expires in August
2023); and

d)  Tai Lam Tunnel and Yuen Long Approach Road
(expires in May 2025).
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Entities consolidated on a line-by-line basis

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

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

e A o e

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

AIDS Trust Fund

Beat Drugs Fund Association
Consumer Legal Action Fund
Emergency Relief Fund
Environment and Conservation Fund
Health Care and Promotion Fund
Health Services Research Fund
Language Fund ¥

New Technology Training Fund
Quality Education Fund

Queen Elizabeth Foundation for the
Mentally Handicapped

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

A A G

—_
—_ O

The Hong Kong Housing Authority

Entities consolidated on an equity basis

The Exchange Fund }

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

et k%
owned *
Airport Authority 100%
Companies Registry Trading 100%
Fund
Electrical and Mechanical 100%

Services Trading Fund
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Directly owned by the Government.
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Hong Kong Cyberport
Development Holdings Limited

Hongkong International Theme
Parks Limited T

Hong Kong Science and
Technology Parks Corporation

Kowloon-Canton Railway
Corporation

Land Registry Trading Fund
MTR Corporation Limited ¥
OFTA Trading Fund

Post Office Trading Fund

Tradelink Electronic Commerce
Limited 7

Urban Renewal Authority

Financial year-end date not coterminous with that of the Government.
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100%

57%

100%

100%

100%
76.14%
100%
100%
42.5%

100%



