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Capital Investment Fund

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

I have examined and audited the financial statements
on pages 64 to 71 which have been prepared under
the accounting policies set out on pages 66 and 67.

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

The Director of Accounting Services is responsible
for the compilation and supervision 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

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

financial

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
policies are appropriate to the circumstances of
the Capital Investment 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. I 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 Capital
Investment Fund as at 31 March 2006 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

A

Audit Commission
Hong Kong
23 October 2006
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2006 2005

$°000 $°000
109,825,368 106,148,611
383,515,215 380,853,500
493,340,583 487,002,111
8,931,696 8,194,515
502,272,279 495,196,626
2,972,788 4,576,634

- 2,869

2,972,788 4,579,503
505,245,067 499,776,129
502,272,279 495,196,626
4,579,503 3,930,401
(1,606,715) 649,102
2,972,788 4,579,503
505,245,067 499,776,129
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STATEMENT OF ASSETS
AND LIABILITIES AS AT
31 MARCH 2006

Assets
Investments
Equity holdings

Other investments

Loans

Current Assets
Investments with the Exchange Fund

Cash and bank balances

Representing:
Total Fund Balance
Applied Fund
Available Fund
Balance at 1 April 2005
(Deficit)/Surplus for the year
Balance at 31 March 2006

The accompanying Notes 1 to 11 form part of these
accounts.

Mrs. Lucia LI
Director of Accounting Services
16 August 2006
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STATEMENT OF RECEIPTS
AND PAYMENTS FOR THE
YEAR ENDED 31 MARCH 2006

2006 2005
$°000 $°000
2,869 3,319 Cash and bank balances at 1 April 2005

4,943,321 8,405,959 Revenue
(6,550,036) (7,756,857) Expenditure
(1,606,715) 649,102  (Deficit)/Surplus for the year

1,603,846 (649,552)  Other cash movements

- 2,869  Cash and bank balances at 31 March 2006

The accompanying Notes 1 to 11 form part of these
accounts.

Mrs. Lucia LI
Director of Accounting Services
16 August 2006
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NOTES ON THE ACCOUNTS

1. Purpose and Legislation

The Fund finances

investments in and loans to public sector bodies

Capital Investment

which are not part of the Government structure
the
Committee may specify. It was established with

and such other bodies as Finance
effect from 1 April 1990 by a Resolution passed
by the Legislative Council under section 29(1) of
the Public Finance Ordinance (Cap. 2) on 14
March 1990. Amendments to this Resolution
were passed by the Legislative Council on
6 November 1991. (The Resolution as amended

1s hereinafter referred to as the Resolution.)

. Accounting Policies

(1) Subject to (i1) below, the accounts of the
Capital Investment Fund are kept on a cash
basis. Transactions are recorded when

moneys are received or paid, whether they

relate to recurrent or capital transactions.

(i1) The Statement of Assets and Liabilities is
structured to include investments acquired
and loans made by way of cash, waived
land premium, donated works or other

similar transactions.

(i) For the purposes of these accounts, a
contingent liability is defined as:

(a) a possible obligation that arises from
past events and whose existence will be
confirmed only by the occurrence or
non-occurrence of one or more

uncertain future events not wholly

within the control of the Government;

or
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2. Accounting Policies ( Continued)

(b) a present obligation that arises from

past events but is not recognised

because:

— it is not probable that an outflow of

resources embodying  economic
benefits will be required to settle the
obligation; or

— the amount of the obligation cannot

be measured with  sufficient
reliability.
3. B (AR AT ) 3. Investments (at cost/original valuation)
2006 2005
S TMudts  BEAE BAfkE Hitng  REHRE
Equity Other Equity Other
Holdings  Investments Total Holdings Investments Total
$°000 $°000 $°000 $000 $°000 $°000
2005 4 4 A 1 H#&5ER 106,148,611 380,853,500 487,002,111 108,768,717 379,157,866 487,926,583 Balance at 1 April 2005
B : Additions:
B EREMSR - 2,740,093 2,000,000 4,740,093 2365857 2,000,000 4,365,857  Cash acquisitions
EE
B BREH 978,654 759,533 1,738,187 1,014,038 1,014,038 Non-cash acquisitions
EE
3,718,747 2,759,533 6,478,280 3,379,895 2,000,000 5,379,895
Wy Deductions:
eyt (41,990) (97818)  (139,808)  (6,000,001)  (304,366) (6,304,367)  Disposal
2006 4¢3 H 31 H&:BR 109,825,368 383,515,215 493,340,583 106,148,611 380,853,500 487,002,111 Balance at 31 March 2006

HE— L W BEE T LR IR
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Further analysis of investments appears in the Supporting Statements.
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4. Loans Outstanding

2006 2005
$000 $°000
8,194,515 7,578,958  Balance at 1 April 2005
Additions:
1,803,000 1,691,000 Loan payments
147,334 85,221 Capitalized interest
1,950,334 1,776,221
Deductions:
(1,213,153) (1,160,664) Loan repayments
8,931,696 8,194,515 Balance at 31 March 2006
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Further analysis of loans appears in the Supporting Statements.

. Investments with the Exchange Fund

These are Hong Kong dollar deposits placed
with the Exchange Fund under paragraph 7 of
the Resolution.

. Applied Fund

This represents the sum of investments
acquired and loans made for the purposes of
the Fund under paragraph 5 of the Resolution.

. Available Fund

This represents funds available for acquiring
investments or making loans for the purposes of
the Fund under paragraph 5 of the Resolution.

. Contingent Liabilities

As at 31 March 2006, the amount of possible
capital subscriptions to the Asian Development
Bank was $2,003 million.
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9. KA 9. Revenue
2006 2005
JR A T B 143 0E BB
Original

Estimate Actual Actual
$°000 $°000 $°000
& B S T A B 1,219,535 1,427,524 1,230,275
B EE 1,213,153 1,213,153 1,160,664
173k B ERAT B B FLE. 49,700 38,317 15,020
JREAR i - - 6,000,000
B A BT A5 2 0A 210,000 264,327 -
RIS — SO T 438 1) IR 2,000,000 2,000,000 -
4,692,388 4,943,321 8,405,959
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Revenue

WA

® nx
@ H)IERAH Available Fund Balance

Expenditure

Dividends and interest on
investments/loans

Loan repayments

Interest on deposits and
bank balances

Return of share capital

Proceeds from sale of equity
holdings

Appropriation from General

Revenue
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Analysis of Revenue for the year ended 31 March 2006

A& Interest
$38 T #/ Million
1%

£¥3% 3% Loan Repayments

$1,213 T #/Million

25% \ Be% 5k Dividends and interest
359, 1D on Investments/Loans

$1,428 T #/Million

29%

Hy 48 B AR BE 28 i 7 11k

Proceeds from sale of equity holdings
$264 H #/Million

5%

(L I TON E e
Appropriation from
General Revenue
$2,000 T #/Million
40%

e A 44 Total Revenue
$4,943 T #/Million
10. B3% 10. Expenditure
2006 2005
JFAREE BB HUm PR
Original
Estimate Actual Actual
$°000 $000 $°000
BB Acquisition of investments:
A E 2,447,159 2,740,093 2,365,857 Equity holdings
HAb g 2,000,000 2,000,000 2,000,000 Other investments
4,447,159 4,740,093 4,365,857
£k 1,355,000 1,803,000 1,691,000  Loan payments
Hifey & N di] - 6,943 - Expenses on sale of equity
holdings
Tl S BOR — MO 1 Kk OB - - 1,700,000  Transfer to General Revenue

5,802,159 6,550,036 7,756,857
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2006
$000

WA,/ ) B
TEANEHE S p BUE 1,603,846

11. Other Cash Movements

These are cash movements arising from changes

in other assets and liabilities.

2005
$°000
Reduction/(Increase) in Assets:
Investments with the Exchange
(649,552) Fund
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