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CHAPTER 8

FINANCE

Operating Account for Hong Kong
International Airport (HKIA) at Kai Tak 
(April 1 to July 5, 1998)

HKIA was relocated from Kai Tak to Chek Lap Kok 

on July 6, 1998. This was the final set of operating

accounts for Kai Tak covering the period from April 1

to July 5, 1998. The operating accounts were

produced in a commercial format in order to assess

the airport’s financial position, to assist in the review

of fees and charges and to help formulate

management policy.

Profits after tax for the period was $106 million.

Return on average net fixed assets was 15.7 per cent

whereas the previous year was 58.4 per cent.  

The decrease of total revenue by 23 per cent

was due to the fall in passenger number and the

downturn of the economy. In addition, the total

expenditure was increased by 40 per cent.  This was

mainly due to the redundancy payment to airport

management staff and the cost of decommissioning

the facilities at Kai Tak.

Capital expenditure amounting to $12 million

was incurred.  Major projects included the

upgrading/replacement of air navigational aids and air

traffic control equipment.

Departmental Revenue and Expenditure
(July 6, 1998 to March 31, 1999)

CAD continued to assume the role of regulator for

civil aviation activities after the opening of the new

airport. Revenue was mainly derived from the

provision of air traffic services, en-route navigation

services and licensing of local airlines, aircrews and

the new airport. Total revenue for the period from

July 6, 1998 to March 31, 1999 amounted to $598

million. Total expenditure including cost of services

provided by other government departments for the

same period amounted to $743 million.  

Fixed Assets commissioned during the period

amounted to $1,464 million including new major

items such as the Air Traffic Control Centre and

Control Tower, Speech Processing Equipment,

Instrument Landing System, Surface Movement

Radar, Control Tower Simulator, Approach

Surveillance Radar, Automatic Message Switching

System, Terminal Area Radar, Radar Data Processing

and Display System, Flight Data Processing System

and Microwave Link System.
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CIVIL AVIATION DEPARTMENT

Hong Kong International Airport (Kai Tak)
Operating Account 
for the Period April 1 to July 5, 1998

1.4.98 – 5.7.98 1998

Note $M $M

2 740.6 3,662.1 Revenue

3 614.3 1,663.3 Expenditure

126.3 1,998.8 Operating surplus before taxation

1(d) & 4 20.2 329.8 Taxation

106.1 1,669.0 Operating surplus after taxation

FINANCIAL PERFORMANCE MEASURES

1(e) 15.7% 58.4% Return as % of ANFA

1(f) & 5 2,570.5 2,857.3 Average net fixed assets (ANFA)

BALANCE SHEET

As at July 5, 1998

5.7.98 1998

Note $M $M

1(b), (c) & 5 2,477.9 2,663.1

Net assets employed

Fixed assets

6

7

1(d) & 8

2,316.5

(94.4)

2,222.1

–

4,700.0

1,814.1

(30.9)

1,783.2

253.7

4,700.0

Current assets

Current liabilities

Net current assets

Deferred tax

9 4,700.0 4,700.0

Financed by

Public capital account

The annexed notes form part of these accounts
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1.

(a)

(b)

(i)

(ii)

(iii)

(c)

(i) (ii)

2.5% – 10%

2% – 25%

10% – 20%

10% – 12%

10% – 20%

10% – 25%

(ii)

(iii)

NOTES ON THE ACCOUNTS

1. Accounting Policies

(a) Basis of Accounting

The accounts have been prepared on the

historical cost basis of accounting modified 

to include the valuation of certain assets and

notional receipts and payments.

(b) Fixed Assets

(i) Land is stated in the accounts at its March

1982 replacement cost.

(ii) For capital projects, the costs include the

actual direct expenditure, staff costs for

design, planning and supervision during

the construction period.

(iii) All other fixed assets are stated at their

cost of acquisition.

(c) Depreciation

(i) Subject to paragraph (ii) below,

depreciation is provided on a straight line

basis calculated to write off the cost of

assets less residual value over their

estimated useful lives.

The annual rates of depreciation are:

Buildings 2.5% – 10%

Capital works other than buildings 2% – 25%

Plant and equipment 10% – 20%

Fire appliances 10% – 12%

Telecommunication equipment 10% – 20%

Motor vehicles 10% – 25%

(ii) As Kai Tak was replaced by the new

international airport at Chek Lap Kok on 

July 6, 1998, assets other than those

which could be used for the new airport

were fully written off.

(iii) Land is regarded as a non-depreciating

asset.
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2.

1.

(d)

16% 1997/ 98 16.5%

(e)

(f)

(g)

1.4.98 – 5.7.98 1998 2. Revenue

$M $M

346.8 1,364.0 Aeronautical operations

381.1 2,246.0 Commercial operations

12.7 52.1 Government and military use

740.6 3,662.1

NOTES ON THE ACCOUNTS

1. Accounting Policies __ cont’d

(d) Taxation

Notional profits tax has been provided at the

rate of 16% (1997/98 16.5%) on the surplus 

for the year calculated on the basis of the

provisions of the Inland Revenue Ordinance.

Provision for deferred tax previously made 

in respect of all material timing differences

attributable to accelerated depreciation

allowances on fixed assets has been realised 

in the year of cessation.

(e) Actual Return on ANFA

This is calculated as a percentage of operating

surplus to average net fixed assets (ANFA).

Operating surplus in this context is surplus 

after taxation.

(f) Average Net Fixed Assets

The average net fixed assets (ANFA) represents

the simple average of the opening and closing

value of total fixed assets less aggregate

depreciation.

(g)  Surplus and Dividend

Since the Hong Kong International Airport at

Kai Tak does not have a separate legal identity,

its financial resources form part of the General

Revenue.  All surpluses are deemed to be

distributed to the Government as dividend.
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5.
Fixed Assets

Assets
Capital Plant & Fire Telecom Motor Under

$M Land Buildings Works Equip. Appliances Equipment Vehicles Construction Total

Cost or Valuation

1998 4 1
At April 1, 1998

2,351.3 1,713.2 2,015.2 110.3 45.7 204.2 11.8 101.6 6,553.3

Additions
– – – – – – 0.2 11.3 11.5

Transfers
– (0.2) – 0.2 – 37.1 – (37.1) –

Disposals
– – – – – – – – –

1998 7 5
At July 5, 1998

2,351.3 1,713.0 2,015.2 110.5 45.7 241.3 12.0 75.8 6,564.8

Aggregate Depreciation

1998 4 1
At April 1, 1998

– 1,626.6 1,957.8 93.6 24.9 182.9 4.4 – 3,890.2

Charge for the period
– 84.8 57.4 7.6 1.0 44.7 1.2 – 196.7

Written back on disposals
– – – – – – – – –

1998 7 5
At July 5, 1998

– 1,711.4 2,015.2 101.2 25.9 227.6 5.6 – 4,086.9

Net Book Value

1998 7 5
At July 5, 1998

2,351.3 1.6 – 9.3 19.8 13.7 6.4 75.8 2,477.9

1998 3 31
At March 31, 1998

2,351.3 86.6 57.4 16.7 20.8 21.3 7.4 101.6 2,663.1

3.

4.

NOTES ON THE ACCOUNTS

1.4.98 – 5.7.98 1998 3. Expenditure

$M $M

176.7 497.4 Staff costs

240.9 751.4 Operating and admin. expenses

196.7 414.5 Depreciation

614.3 1,663.3

1.4.98 – 5.7.98 1998 4. Taxation

$M $M

(233.5) 378.4 Notional profits tax

253.7 (48.6) Deferred taxation for the year

20.2 329.8 Taxation for the period
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NOTES ON THE ACCOUNTS

6. Current Assets

Debtors and prepayments

Current account with Treasury

7. Current Liabilities

Sundry creditors

8. Deferred Tax

Balance as at April 1

Transfer from/(to) Operating

Account Balance

9. Public Capital Account

The Public Capital Account

represents Government’s

investment in this utility. 

Balance

10. Capital Commitments

Capital expenditure contracted for

Capital expenditure authorised

but not yet contracted for

6. 5.7.98 1998

$M $M

326.1 275.8

1,990.4 1,538.3

2,316.5 1,814.1

7. 5.7.98 1998

$M $M

94.4 30.9

8. 5.7.98 1998

$M $M

4 1 253.7 205.1

(253.7) 48.6

– 253.7

9.

5.7.98 1998

$M $M

4,700.0 4,700.0

10. 5.7.98 1998

$M $M

58.5 12.3

29.5 121.0

88.0 133.3

The capital commitments as at July 5, 1998 represent

outstanding commitments on air navigational aids

and air traffic control systems for the Hong Kong

International Airport.
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Expenditure

Revenue

6%

10%

9%

32%

43%

Operating Account for Hong Kong International Airport (HKIA) at Kai Tak 
(April 1 to July 5, 1998)

32%

11%

29%

28%

$(M)

Trading Concessions 237

Aircraft Landing & Parking Fees 316

Airport Rentals 73

Baggage Handling 47

Others 68

741

$(M)

Staff 177 

General Expenses 172 

Depreciation 197

Maintenance 68

614
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Revenue

24%

8%

6%

Expenditure

62%

Departmental Revenue and Expenditure (July 6, 1998 to March 31, 1999)

15%

6% 79%

$(M)

Staff 461 

General Expenses 177 

Depreciation 63

Maintenance 42

743

$(M)

Air Traffic Services 469 

En-route Navigation Charges 92

Licence and Other Fees 37

598




