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Land Fund

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

I have examined and audited the financial
statements on pages 77 to 82 which have been
prepared under the accounting policies set out on

page 80.

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

with section

standards. An audit includes examination, on a test
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basis, of evidence relevant 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 Land Fund, consistently

applied and adequately disclosed.

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 [
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 asscts and liabilities of the Land
Fund as at 31 March 2000 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.

Dominic Y T Chan
Director of Audit

+ Audit Commission
‘4 Hong Kong
12 October 2000
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113t 4 Land Fund

2000 1999

$°000 $°000
234,546,083 213,158,644
213,158,644 203,077,822
- 8,305,097
21,387,439 1,775,725
234,546,083 213,158,644

STATEMENT OF ASSETS
AND LIABILITIES AS AT
31 MARCH 2000

Assets
Investments with the Exchange Fund

Representing :
Fund Balance
Balance at 1 April 1999

Increase in net worth of investments
reported by HKMA

Surplus for the year

Balance at 31 March 2000

The accompanying Notes | to 5 form part of these
accounts.

SHUM Man-to
Director of Accounting Services
30 June 2000



T34 Land Fund

19994: 4 H 1 H#E 200043 H 31 H STATEMENT OF RECEIPTS
ek AND PAYMENTS FOR THE
YEAR ENDED 31 MARCH 2000
e 2000 1999
Note $°000 $°000
1999 4= 4 A 1| BB RRITH; R - - Cash and bank balances at 1 April 1999
WA 4 21,387,439 1,775,725 Revenue
P2 - - Expenditure
FRE 21,387,439 1,775,725  Surplus for the year
Hefb Bl 4wy 5 (21,387,439) (1,775,725) Other cash movements
2000 4¢3 H 31 H3L4 B AUT 4R - - Cash and bank balances at 31 March 2000
BEBFRERE 1 2 5088 LR EA—F5 - The accompanying Notes 1 to 5 form part of these
accounts.
b7, &7 SHUM Man-to
[FiA5 & B Director of Accounting Services
2000 46 H 30 H 30 June 2000
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NOTES ON THE ACCOUNTS

1. Purpose and Legislation

The Land Fund was established in July 1997 to
enable the investments held by the former
the
Administrative Region Government Land Fund

Trustees of Hong Kong Special
to be formally brought into the Government’s
accounts. The Trustees had received 50% of the
proceeds of land sales in Hong Kong, net of the
average cost of land production, since 27 May
1985 in accordance with paragraph 6 in Annex
I1I to the Joint Declaration. The Fund was set
up with effect from 1 July 1997 by a Resolution
(hereinafter referred to as the Resolution)
passed by the then Provisional Legislative
Council under section 29(1) of the Public
Finance Ordinance (Cap. 2) in July 1997.
Pending a decision by the Government on the
long-term management and use of the Land
Fund’s assets, the Hong Kong Monetary
Authority (hereinafter referred to as HKMA)
has been directed by the Financial Secretary to
manage the investment of the Fund’s assets.
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2. #WHBOR 2. Accounting Policies
(i) LHEESRYIREZ B &R - JCUEE R (i) The accounts of the Land Fund are kept on
B o L ARIER AT T - a cash basis. Transactions are recorded

when moneys are received or paid.

(i) F—ANECFEA—BE-ALANEFTA=+— (i) From 1 July 1997 to 31 October 1998, the
H o @R EERDGE R BRGNS assets of the Fund were managed by the
B > 088 S IS 00 50H - ARem AR HKMA as a separate portfolio and all
BB - B EEBOEN A ARG - moneys received by the HKMA in the form
I > TORFIE S A B S AL i A R R B of interest, dividends, profits on disposal
i B30 YA AT B0 06 ) Pl A (1 W UG 45 > OR etc., were reinvested. The Government thus
RUHBCE A S AR RN » O R MTE LS & Y 45 had no receipts or payments and the
Bk o AR RO ABUR AIIR E A financial consequences of the HKMA’s

investment activities on behalf of the Fund
during that period were brought into the
Government’s accounts by increasing the
Fund’s balance in accordance with the
increase in the total value of the Fund’s

investment portfolio.

(iii) H—ULAFE+—H—HE » L0 E R (i) With effect from 1 November 1998, the
MERE B9 & e & 0F - Mz HR A ME MR E assets of the Fund have been merged with
I3 o AR EBARIESA R - those of the Exchange Fund and share the

same rate of investment return as from that
date. The income received on the
investments is treated as receipts.
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Investments with the Exchange Fund

These are investments made under paragraph 7
of the Resolution. For the year ended
31 March 1999, interest received on the
Investments with the Exchange Fund, based on
the investment return for the period from
1 November 1998 to 31 December 1998, was
$1.78 billion. The investment return for the year
ended 31 December 1999 on the Investments
with the Exchange Fund was $23.78 billion. The
value of these investments fell by $2.39 billion

B 2139 (87T « W ELE _OOOF=ZA=Z1—HM during the period from 1 January 2000 to
A4 2,382.4 {&C ‘ 29 February 2000. A new agreement between
the Government of the Hong Kong Special
Administrative Region and the HKMA
provides that interest to be distributed by the
Exchange Fund should as far as possible take
into account any diminution in the value of
investments that may have occurred prior (o
distribution. In accordance with this agreement,
interest received on these investments for the
year ended 31 March 2000 was $21.39 billion.
As at 31 March 2000, the market value of these
investments was $238.24 billion.
4. WA 4. Revenue
2000 1999
s R a3 el
Original
Estimate Actual Actual
$°000 $000 $°000
HEA 11,659,000 21,387,439 1,775,725  Investment income
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5. HAbB S

THRWC ISP HALT & 3B R -

2000
$°000
3
HENAE S FEE A A
21,387,439

5. Other Cash Movements

These are transactions relating to cash

movements other than revenue or expenditure.

1999
$°000
Net payments :
Increase in investments with
1,775,725 the Exchange Fund
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