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Innovation and Technology
Fund

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

I have examined and audited the financial
statements on pages 88 to 92 which have been
prepared under the accounting policy set out on

page 90.

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

The

responsible for the compilation and supervision

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

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

Finance Ordinance (Cap. 2).

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

Basis of opinion

I certify that I have examined and audited the

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

examination, on a test basis, of evidence relevant

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

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

Opinion

In my opinion the financial statements properly
present the assets and liabilities of the Innovation
and Technology Fund as at 31 March 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

Audit Commission
Hong Kong
23 October 2006
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2006 4 3 /1 31 HEEAME STATEMENT OF ASSETS
AND LIABILITIES AS AT
31 MARCH 2006
B 2006 2005
Note $°000 $°000
% Assets
FEANER B & 3 4,433,320 4,605,046 Investments with the Exchange Fund
LB H R Representing:
e Fund Balance
2005 44 A 1 H#:R 4,605,046 4,668,373 Balance at 1 April 2005
R IRF (182,857) (52,196) Deficit for the year
1 A1 4 1) B 1 s 1 3 11,131 (11,131) Write-back of provision/
145, (HEA) (Provision) for loss in
Investments with the
Exchange Fund
2006 4 3 7 31 H&8R 4 4,433,320 4,605,046 Balance at 31 March 2006
BERTERE 1 2 7 285 Btk H i —&4 - The accompanying Notes 1 to 7 form part of these
accounts.
FHHE Mrs. Lucia LI
[ EER Director of Accounting Services
2006 £ 8 H 16 H 16 August 2006
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200544 1 HE 200643 H 31 H STATEMENT OF RECEIPTS
W% AND PAYMENTS FOR THE
YEAR ENDED 31 MARCH 2006
2 2006 2005
Note $°000 $°000
2005 4 4 H 1 H B8 RERITA R - - Cash and bank balances at 1 April 2005
WA 5 182,419 317,302  Revenue
253 6 (365,276) (369,498) Expenditure
FERHRT (182,857) (52,196) Deficit for the year
HAbBL 4 H) 7 182,857 52,196  Other cash movements
2006 4¢3 [ 31 H L& KR AT45 5k - - Cash and bank balances at 31 March 2006
BEBHEERE 1 22 7 2R %% bk H A —F65 The accompanying Notes 1 to 7 form part of these
accounts.
B Mrs. Lucia LI
[ E R Director of Accounting Services
2006 48 H 16 H 16 August 2006
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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:

2006
$000
Eia <y 4,330,824
(EZOONFE=ZH=+—HH
e : 44.02 5c) ALAT (i)
J (iii))
FEK 102,496
4,433,320

2005
$°000
4,454,197 Investments
(market value as at 31.3.2006:
84,402 million) (see (ii) and
(i) below)
150,849  Deposits
4,605,046

90



3.

4.

fl% B Ai 244 Innovation and Technology Fund

TESPRERE B YE (A1) 3.

(i) BRBEE OONE=ZH=+—HEILWEER
FEHR LA BTN 1.49 fETFIE ©

(i) H S B EE OO RE—~H—HEZ 00k
FEZHA=1T—HHMARNTEIE®REZE 00
HAEZH =+ —H A ILFEER 1,100 # Tk
HE > CAHRE > AR R -

TRYER 4.

)

TEZOONEZHA=+—H » CHHEERBAHH B
SHIB Ly 5.53 18I0 °

Investments with the Exchange Fund ( Continued)

(i) The investments represent the cost of
investments together with interest of $149
million received in the year ended 31
March 2006.

(1i1) The write-back of the provision for loss in
the investments amounts to $11 million.
The provision for loss, made in the year
ended 31 March 2005, was attributed to
the diminution in the market value of
these investments during the period from
1 January 2005 to 31 March 2005. This
provision is no longer required.

Commitments

The approved grants that were unpaid as at
31 March 2006 amounted to $553 million.

WA 5. Revenue
2006 2005
JEAR S 5136 eyl el
Original
Estimate Actual Actual
$°000 $°000 $°000
BEIA 207,647 156,748 244,059  Investment income
TREIE H 2 Pr TR A B - - 21,589  Net income from project
spin-off
B EIR K - 25,671 51,654  Refund of grants

207,647 182,419

317,302
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6. Expenditure

2006 2005

JFAR A BB B
Original

Estimate Actual Actual

$°000 $°000 $000

808,553 365,276 369,498

7. Other Cash Movements

A B S (R S R R PRSI G E

WO R E :

TEAESE & 1 BUE

2006
$000

182,857

Grants

Further analysis of grants appears in the Supporting Statements.

These are cash movements arising from changes

in other assets and liabilities.

2005
$°000

52,196

ZOOOZONAAEIEMBA ~ B RIEEA

Revenue, Expenditure and Fund Balance for the years ended 31 March 2000 to 2006

W #7C | $Million
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Reduction in Assets:

Investments with the Exchange

Fund
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A Revenue
O nx Expenditure
@ :44%  Fund Balance



