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Innovation and Technology
Fund

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

I have examined and audited the financial
statements on pages 80 to 84 which have been
prepared under the accounting policy set out on

page 82.

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

The
responsible for the compilation and supervision

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

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

Finance Ordinance (Cap. 2).

It is my responsibility to form an independent
opinion, based on my audit, on the financial

statements and to report my opinion to you.

Basis of opinion

I certify that I have examined and audited the

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

examination, on a test basis, of evidence relevant

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

applied and adequately disclosed.
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I planned and performed my audit so as to obtain
all the information and explanations which I
considered necessary in order to provide me with
sufficient evidence to give reasonable assurance as
to whether the financial statements are free from
material misstatement. In forming my opinion I
also evaluated the overall adequacy of the
presentation of information in the financial
statements. 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 Innovation
and Technology Fund as at 31 March 2003 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.

AU Chung-man, Johnsman
Director of Audit (Acting)

Audit Commission
Hong Kong
18 October 2003
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STATEMENT OF ASSETS
AND LIABILITIES AS AT
31 MARCH 2003
2003 2002
$°000 $°000
Assets
4,714,154 4,738,828 Investments with the Exchange Fund
Representing:
Fund Balance
4,738,828 4,926,136 Balance at 1 April 2002
(24,674) (255,737) Surplus/(Deficit) for the year
- 68,429 Write-back of provision for loss
in Investments with the
Exchange Fund
4,714,154 4,738,828 Balance at 31 March 2003

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

SHUM Man-to
Director of Accounting Services
15 August 2003
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200244 1 HE 200343 H 31 H STATEMENT OF RECEIPTS
S E S AND PAYMENTS FOR THE
YEAR ENDED 31 MARCH 2003
i 2003 2002
Note $°000 $°000
2002 4F 4 H 1 B4 JRARTT45 - - Cash and bank balances at 1 April 2002
A 5 271,148 26,961 Revenue
253 6 (295,822) (282,698) Expenditure
FREER (R (24,674) (255,737)  Surplus/(Deficit) for the year
AL B 4 5 7 24,674 255,737  Other cash movements
2003 4¢3 [ 31 HBL& R8T 45 % - - Cash and bank balances at 31 March 2003
BEBHEERE 1 2 7 2R %% b3k B A —F65 The accompanying Notes 1 to 7 form part of these
accounts.
W SHUM Man-to
[ EER Director of Accounting Services
200348 H 15 H 15 August 2003
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NOTES ON THE ACCOUNTS

1. Purpose and Legislation

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

Resolution (hereinafter referred to as

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

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

Investments with the Exchange Fund

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

2003
$°000
Ei'd -4 4,677,688
(TEZOO0=4F=H=1+—HH
il : 47.08 f&7T)
Pz 36,466
4,714,154

2002
$°000
4,645,889 Investments
(market value as at 31.3.2003:
$4,708 million)
92,939 Deposits
4,738,828
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3. Investments with the Exchange Fund ( Continued)

(i) The Investments with the Exchange Fund

represent the cost of investments together
with interest of $242 million received in the
year ended 31 March 2003. The interest
received is attributed to the return of $215
million made by the Exchange Fund on
these investments for the year ended 31
December 2002 and the release of an

amount of $27 million previously held by
the Exchange Fund for the year ended 31
December 2001. This arrangement is
determined by an agreement between the
Government of the Hong Kong Special
Administrative Region and the Hong Kong
Monetary Authority.

4. TRIEFKHE

4. Commitments

E_OO0=4E=ZH=+—H » CHUEHERB AW
SEEE 3.34 87T -

The approved grants that were unpaid as at
31 March 2003 amounted to $334 million.

5. KA 5. Revenue
2003 2002
JEAR A BB m B
Original
Estimate Actual Actual
$°000 $°000 $°000
B A 180,000 252,868 6,359  Investment income
i B AR 3K - 18,280 20,602  Refund of grants
180,000 271,148 26,961
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6. WX 6. Expenditure
2003 2002
JFAR A BB m B
Original
Estimate Actual Actual
$°000 $°000 $000
Bl 561,756 295,822 282,698 Grants
HE— L AR B a2 IR B Further analysis of grants appears in the Supporting Statement.
7. HAbBIAEE) 7. Other Cash Movements
TIRBCL LN S B IEE - These are transactions relating to cash

movements other than revenue or expenditure.

2003 2002
$°000 $°000
LN Net receipts:
Reduction in investments with the
WD TE SNBSS G 24,674 255,737 Exchange Fund

ZOOOZEO=A4EBEMBOA ~ B RIE &40k
Revenue, Expenditure and Fund Balance for the years ended 31 March 2000 to 2003

W #C | $Million
6000

00

5.000

4 000

o LON Revenue
2.000 O mx Expenditure

@ :44%  Fund Balance
1.000

¥ o > 2
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