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Report of the Auditors to the Members of Hong Kong Society of Accountants
(incorporated in Hong Kong under the Professional Accountants Ordinance)

We have audited the financial statements on pages 91 to
110 which have been prepared in accordance with accounting
principles generally accepted in Hong Kong.

Respective responsibilities of the Council
and auditors

The Professional Accountants Ordinance requires the
Council of the Hong Kong Society of Accountants (the
“Society”) to prepare financial statements. In preparing
financial statements which are intended to give a true and
fair view it is fundamental that appropriate accounting

policies are selected and applied consistently.

It is our responsibility to form an independent opinion,
based on our audit, on those statements and to report our
opinion to you.

Basis of opinion

We conducted our audit in accordance with Statements
of Auditing Standards issued by the Society. An audit
includes examination, on a test basis, of evidence relevant
to the amounts and disclosures in the financial statements.
It also includes an assessment of the significant estimates
and judgments made by the Council in the preparation of
the financial statements, and of whether the accounting
policies are appropriate to the Society’s circumstances,
consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all
the information and explanations which we considered
necessary in order to provide us with sufficient evidence to
give reasonable assurance as to whether the financial
statements are free from material misstatement. In forming

our opinion we also evaluated the overall adequacy of the
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Report of the Auditors to the Members of Hong Kong Society of Accountants
(incorporated in Hong Kong under the Professional Accountants Ordinance)
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presentation of information in the financial statements. We
believe that our audit provides a reasonable basis for our
opinion.

Opinion

In our opinion the financial statements give a true and
fair view of the state of the Society’s affairs as at 30 June
2000 and of its surplus and cash flows for the year then
ended.

Wong Brothers & Co.
Certified Public Accountants

Hong Kong, 3 October 2000
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Income Statement for the year ended 30 June 2000
W2 R e 52 = 0 0 O A H = - H kA7

Note 2000 1999
Bk HK$ #70 HKS$ #70

Subscriptions and fees £ ¢ A 2 2,3 59,331,808 63,085,298
Other revenue HABIA 2 23,012,265 19,148,740
82,344,073 82,234,038

Employment costs B T.3% i} (43,589,099) (40,032,954)
Other operating expenses i % 3% il (38,832,662) (37,709,010)
2 (82,421,761) (77,741,964)

Operating (deficit)/ surplus # % (&) F 6k 2,6 (77,688) 4,492,074
Net interest expenses F 5 3% H} {54 7 (151,755) (1,625,229)
Gain on disposals of properties 812 i £ 2% 8 499,565 6,281,650
Surplus before tax B¢ i £ % 270,122 9,148,495
Taxation BEJH 9 (130,513) (335,311)

Surplus after tax transferred to general fund

B E bR A IS 12 139,609 8,813,184

There were no recognised gains or losses other than the surplus after tax for the year.
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Balance Sheet as at 30 June 2000

BEABEE 00O A= HEE

Note 2000 1999
Bk HKS$ #7¢ HK$ ¥t
Non-current assets i B % i
Property and equipment ) 20 % 10 103,817,708 84,955,748
Current assets i B% i
Inventories £ & 1,100,180 1,036,064
Accounts receivable fEHEZR 2,891,700 1,036,129
Deposits and prepayments %4 il £+ 8 707,926 1,009,941
Bank balances and cash 4547 45 47 F1 ¥ 4 11 813,083 8,651,930
5,512,889 11,734,064
Current liabilities #iB)£1 %
Bank overdraft, secured 8174 % — A #K#H 11 (2,511,528) —
Subscriptions and fees received in advance T8 i & 2 il 2 (29,512,940) (28,793,209)
Accounts payable and accruals M1 i 3R et 22 (11,485,095) (8,477,871)
Provision for taxation i JE (344,437) (229,879)
(43,854,000) | | (37,500,959)

Net current liabilities 3 8 £ 5 5 i (38,341,111) (25,766,895)

Non-current liabilities JE# B £3 1%

Deferred taxation #E %E 5 & 9 S (250,000)
65,476,597 58,938,853

Funds 34>
General fund 48 2 4> 12 42,690,602 42,550,993
Capital fund &4 %4 13 22,785,995 16,387,860
65,476,597 58,938,853

Approved by the Council on 3 October 2000
MM OO0 O4F 1 H = HHitHE

P.M. Kam H1#3¢
President &<
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Cash Flow Statement for the year ended 30 June 2000
B BRuE==000mA =1 Hitrs

Note 2000 1999
Bk HK$ #7L HK$ ¥t
Net cash inflow from operating activities
B B D A BL A RN T 14 6,958,314 11,137,628
Returns on investments and servicing of finance
B ISR SR AS P
Interest received YA E 309,880 288,434
Interest paid B+ #18 (461,635) (1,913,663)
Net cash outflow from returns on
investments and servicing of finance
B ol 3500 7 A 9 P B A o (151,755) (1,625,229)
Taxation BE3E
Profits tax paid 2.1+ FIf5 8t (265,955) (829,253)

Investing activities ¢ %% B
Purchase of property and equipment [ A4 3 F1 5%

(23,918,249)

(76,186,051)

Disposals of property and equipment £ 4 250 5% fi 629,135 27,612,517
Net cash outflow from investing activities 3 %1% B it 25 81 435 th 581 (23,289,114) (48,573,534)
Net cash outflow before financing % Wi 81 4 ih 5% (16,748,510) (39,890,388)
Net cash inflow from financing ¥ 43145 A 58

Capital levy received C\ & A2 13 6,398,135 6,168,960
Decrease in cash and cash equivalents

BB WA (10,350,375) (33,721,428)
Cash and cash equivalents at beginning of year

AERIMBLEMBL &SR 8,651,930 42,373,358
Cash and cash equivalents at end of year

ERMBL SN &SR 11 (1,698,445) 8,651,930
Analysis of the balances of cash and cash equivalents

BLEMBL AR5 80 4 B

Bank balances and cash #8717 45 77151 4 813,083 8,651,930

Bank overdraft $R17#5 3 (2,511,528) —

(1,698,445) 8,651,930
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Principal Accounting Policies for the year ended 30 June 2000

FEGHBUR#E=000%AH =1 H 45

I. Basis of Preparation

The financial statements are prepared under the
historical cost convention, and in accordance with

accounting principles generally accepted in Hong Kong.

A significant cost associated with the work of the Society
is the time of Council members and Committee members.
With the exception of the work described in Note 16(c), this
time is given at no cost to the Society and therefore not

accounted for in the financial statements.

Under the Articles of Association of the Hong Kong
Association of Accounting Technicians ("HKAAT®), a
company registered under the Companies Ordinance, the
power to appoint all the members of the board of HKAAT is
vested with the Society. Accordingly, the Society has control
over the composition of the board of HKAAT. Under SSAP
7, the Society, not being a company incorporated under the
Companies Ordinance, is not required but may choose to
prepare consolidated accounts incorporating HKAAT. The
Council of the Society has decided not to prepare such

consolidated accounts for the following reasons:

a. the statutory framework in which the Society
operates is different from that of HKAAT;

b. no members of the Council of the Society serve as
members of the HKAAT Board; and

c. the operations of the Society and HKAAT are

financed independently.
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Il. Revenue Recognition

First registration fees are recognised in the financial year
of receipt.

Annual subscription fees are recognised on a time
proportion basis.

Interest revenue from bank deposits is accrued on a time
basis by reference to the principal outstanding and at the

interest rate applicable.

Revenue from seminars, courses and advertisements is

recognised upon completion of services provided.

Revenue from sale of books and other sundry items is
recognised when the significant risks and rewards of
ownership of the goods are transferred to the buyers and
the Society retains no more effective control over the goods.

I11.Capital Levy

The capital levy is to finance the purchase of the Society’s
office premises and is therefore taken directly to a capital
fund set up for that purpose.

IVV.Taxation

The charge for taxation is based on the results for the
year as adjusted for items which are non-assessable or
disallowed. Timing differences arise from the recognition
for tax purposes of certain items of revenue and expense in
a different accounting period from that in which they are
recognised in the financial statements. The tax effect of timing
differences, computed under the liability method, is
recognised as deferred taxation in the financial statements
to the extent that it is probable that a liability or asset will
crystallise in the foreseeable future.

Principal Accounting Policies for the year ended 30 June 2000
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Principal Accounting Policies for the year ended 30 June 2000
FHEFFBORRTE-00OEAH =1 HIL#FE

V. Property and Equipment V. YAk
Property and equipment are stated at cost less Py SEFN R DAL AS 2 B RE AT AKR o

accumulated depreciation.

Property and equipment are depreciated in equal annual YIRS 5 DO R D BT BT 8 >
installments so as to write off their costs over their estimated il AT LA P A AR A o A AR TR S A
useful lives using the straight line method. A full year’s W BB B AR BETBR - MEA B A AR B T
charge for depreciation is made in the year of purchase, while HANBRITEE S -
no charge is made in the year of disposal.

The annual depreciation rates adopted are as follows: BT8R AT B AE R AR -

Long term leasehold land Over the remaining RAFH A £ 4y 2 2R JiE 9 1) EL S0 8
term of the lease e 5%

Buildings 5% LES Y 20%

Leasehold improvements 20% EA -] 20%-50%

Furniture, fixtures and equipment 20%-50%

In view of the rapid development in information FN B AR AR B R > B Eh B

technology (IT), the Council estimated that the useful life of ATVBHE A BR B B8 4 1 BT AR {4 0 2 | T 4R ek
IT related hardware has decreased rapidly from 5 years to 2 ZWAE R I PE A TR A R R 20% 8 T 3
years, and hence decided to increase the depreciation rate 50% o 4F (KR DY 785 A0 5% e B S 5T 487,954
of computer equipment from 20% to 50%. As a result, WS IT ©

additional depreciation charged and equipment written off

for the year amounted to HK$487,954.

Items of a capital nature costing less than HK$2,000 are BLAS /D 174 2,0009 TT 17 J& iR A B Y TE H
recognised as expenses in the year of acquisition. T AR AE BE IR A BH S o

@ Hong Kong Society of Accountants
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VI1. Inventories

Inventories, representing publications and souvenirs
held for sale, are stated at the lower of cost determined on a
weighted average basis and net realisable value. Cost
includes direct costs of purchases and incidental costs in
bringing the inventories to their present location and
condition. Net realisable value is based on anticipated selling

price less all further costs to be incurred prior to sale.

VII. Foreign Currency Translation

Foreign currency transactions are translated into Hong
Kong dollars at the exchange rates ruling at the transaction
dates. Monetary assets and liabilities denominated in foreign
currencies are translated into Hong Kong dollars at the
market rates of exchange ruling at the balance sheet date.
All exchange differences are dealt with in the income
statement.

Principal Accounting Policies for the year ended 30 June 2000
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Notes to Financial Statements for the year ended 30 June 2000

MR EE =000 A=+ 1 1k47 5

1. General

The Society is a body corporate incorporated under the
Professional Accountants Ordinance. Its principal activities
include, inter alia, the registration of professional
accountants, firms of certified public accountants or public
accountants and corporate practices, regulation of the
practice of the accountancy profession, encouraging the
study of accountancy, representing the views of the
profession and preserving the profession’s integrity and
status.

2. Analysis of Operating (Deficit)/Surplus

1. MERk

NERMRYE (EEGFHRGRE) FE ML
HEE > FETEFAEEGE - Gtins
B v St A% =5 i B S AT G
i~ B aatHEN G R - Sl gty
T RIBEFE ~ UK G Rt SR R A MR & t
L& UEESS S R VA

2. BAE (ssl) /& B

by Function (¥Thie s %8)
Operating Operating
Surplus/ Surplus/
Operating (Deficit) (Deficit)
Revenue Charges | BHE#&L:~ BERE
WA B (5 4h) (W &)
Note 2000 1999
Wik | HKS#X HKS#IL | HKS#X HKS$S#XL
Subscriptions and fees & & Fl i & 3 59,331,808 — | 59,331,808 63,085,298
Standard setting “&HI|5T 37 —  (6,812,352) | (6,812,352) (6,709,811)
Monitoring and enforcement B 21T — (11,313,896) | (11,313,896) (9,617,834)
Representation and advocacy
IR R A AE R —  (5,231,587) | (5,409,343) (6,455,996)
Continuing professional development 2 2E3E & 7,020,100  (4,354,892) | 2,665,208 2,012,711
Other member services H:At & B iR % 4 6,593,770  (9,617,509) | (3,023,739) (2,586,050)
Student services 24 IR %5 3,741,801  (8,113,654) | (4,371,853) (4,521,924)
Professional accreditation 53 &% 575 793,350  (5,624,269) | (4,830,919) (5,412,699)
Communications and public relations
N FEERR 5 2,326,605 (10,007,220) | (7,680,615) (8,728,608)
Sale of goods #i & i 2,536,639  (2,155,283) 381,356 375,969
Registration 7% fft —  (4,660,299) | (4,482,543) (4,489,207)
Management, administration and others
EH  ATEEHAD — (14,530,800) | (14,530,800) (12,459,775)
23,012,265 (82,421,761) | (59,409,496) (58,593,224)
82,344,073 (82,421,761) (77,688) 4,492,074

@ Hong Kong Society of Accountants
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2. Analysis of Operating (Deficit)/Surplus
by Function (Continued)

Standard setting refers to the development and
promulgation of accounting, auditing and ethical standards
and guidelines, and provision of technical advice relating
thereto.

Monitoring and enforcement refers to the conduct of
practice review, monitoring of published financial
statements, conduct of formal investigations, handling of
complaints and conduct of disciplinary proceedings.

Representation and advocacy refers to the expression
of views on legislation, regulations and other issues of
professional interest and importance.

Continuing professional development refers to the
development, promotion and execution of continuing
professional development and its related activities.

Other member services refers to the provision of services
to members by way of practice support in specialist areas
such as taxation, insolvency and information technology, and
by way of interest group activities and social functions.

Student services refers to services relating to the
education, training and examination of registered students.

Professional accreditation refers to the development and
implementation of the Society’s professional accreditation
system, and its professional programme and examinations.

Communications and public relations refers to image
promotion of the profession, public relations in general and
the publication of the Society’s journal. It also includes liaison
and other activities with the Mainland.

Sale of goods refers to sale of publications and souvenirs.

Notes to Financial Statements for the year ended 30 June 2000
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Notes to Financial Statements for the year ended 30 June 2000
WM #5200 0FAH =+ H k4%

2. Analysis of Operating (Deficit)/Surplus 2. B (B4 Bk n b Rk

by Function (Continued) %) (4)

Registration refers to the record-keeping and registration FEMELHG A 2R A - BZEETTAT - EETETRES
of students, professional accountants, firms of certified ST~ g A ST S T R S L AR R A
public accountants or public accountants and corporate HHZ w08k o
practices.

Management, administration and others refers to the EH - ATEE HANE B A g RE

general costs of running the Society and regional and B S 0 2 Bl i, [ P 0 R 1 VS ) o
international activities.

3. Subscriptions and Fees 3. ABRAMKE
2000 1999
HK$ #1X HKS$ ¥
First registration fees & YT 2

Members & B 2,036,400 2,038,800
Practising certificates ¥ 275 = 339,300 352,350
Students €44 81,200 2,768,230
Firms & &t A5 i 137,750 158,150
Corporate practices #.2£75 4] 52,800 24,200
Member practices’ changes in particulars
BISEFH T, 15 B S B R 150,480 168,220
Advancement to fellowship H &5l 5 &% & 8 204,000 211,200
Assessment fee for overseas students #F4f i Z1ME: A B2 JER 1 )i 22 152,000 52,000
Annual subscription fees #1142
Members & B 28,629,488 27,933,313
Practising certificates ¥ 275 & 12,386,000 11,701,800
Students €44 7,048,790 9,862,035
Firms & & Hi 55 i 7,323,800 7,254,000
Corporate practices #.2£75 4] 789,800 561,000

59,331,808 63,085,298

@ Hong Kong Society of Accountants
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4. Other Member Services

Revenue includes total rebates of HK$1,259,659
(1999: $1,120,653) received from the HKSA affinity credit card
plan. Operating charges include a donation of HK$360,000
(1999: $320,000) to the HKSA Trust Fund.

5. Communications and Public Relations

Notes to Financial Statements for the year ended 30 June 2000
MR #E —000wAH =1 H k4R

4. Jofbfr B R B

WA ELTE A BB G A SRS R aH R
B [a] Fn 48 4 1,259,659 o6 (— JLIJLJLAE -
1,120,653%70) o & 4 B S L4 18 B A vk e w TRl
N (5 TR 4 360,000 0 (—SLILLAE -

Publication of The Hong Kong Accountant
Ep CHUEE R

Mainland China affairs A5 %

Public relations 233t B{&

6. Operating (Deficit)/Surplus

Operating (deficit)/surplus is stated after %% (f4h) &R :

crediting rental revenue st AL & ICA

and charging Fl41Bx%
- auditors’ remuneration 1% #{ i 4
- depreciation 7%
- operating lease charges on land and buildings
i A TR AR A S
- donation to the HKSA Trust Fund (Note 16(b))
RUFE A EEEEE (HEEe(b))

- costs of development of examination syllabus and course materials

for professional programme

oy BT i 5T 2% R A AN SV AR ARH SO

- provision for ex-gratia payment to long service staff

AT R IIRB I B B0 2

320,000 7T) °
5. AItR&
Operating Deficit Deficit
Revenue Charges s 4l s
WA BEH 2000 1999
HK$ X HKS$S#IL | HKS#IL HKS#IXL
501,317  (1,697,553)| (1,196,236) (1,326,556)
1,825,288  (3,106,877)| (1,281,589) (2,046,759)
—  (5,202,790)| (5,202,790) (5,355,293)
2,326,605 (10,007,220)| (7,680,615) (8,728,608)
6. BE (&) bk
2000 1999
HK$ #X HKS$#x
— 13,800
72,000 72,000
5,072,693 3,859,809
— 490,000
360,000 320,000
2,054,874 2,470,489
1,435,911 —

Hong Kong Society of Accountants @
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Notes to Financial Statements for the year ended 30 June 2000
WM #5200 0FAH =+ H k4%

7. Net Interest Expenses

Bank interest revenue 217 FLE I A
Bank interest expenses $#17 A 5 37 i}

8. Gain on Disposals of Properties

Gain on disposal of leasehold land and building
Hh B I AE - b AN SE R BT A AR

7. FR S

Leasehold improvements, furniture, fixtures and equipment

written off due to disposal

PR 65 171 5 SO A S 4618 ~ 1R ~ SR B A S

The leasehold land and building sold in July 1999 for
HK $628,000 was a carparking space at Fortis Bank Tower
(formerly known as Belgian Bank Towver) .

9. Taxation

Provision for Hong Kong profits tax for the year
AR R W AR

Overprovision in previous year - 4F 5 B 48 # i

Write-back of deferred taxation % % i JE # ]

Taxation is provided at 16% (1999: 16%) on the estimated
assessable income for the year.

Hong Kong Society of Accountants
W & G A '

2000 1999
HK$ ¥t HK$#L
309,880 288,434
(461,635) (1,913,663)
(151,755)  (1,625,229)
8. B4k

2000 1999
HK$ ¥t HK$S®
499565 6,620,963
— (339,313)
499565 6,281,650

i —JUIL LA £ A LA628,000% 7T i 5 By 4t

R 2 M FE R R (

) #— AL -

il A 2 LK

9. Bt
2000 1999
HK$ ¥t HK$#
482,000 440,000
(101,487) (74,689)
(250,000) (30,000)
130,513 335,311

T8 T T 2 BB A A B A 5T E SR B Wi A DA R
16% (—JLILILAE : 16%) 1F 34 -



9. Taxation (Continued)

Movements of the deferred tax liabilities during the year
are as follows:-

At 1July itEH—H
Transfer to current taxation #1578 4F FEA TH

At 30 June AN H=1H

There was no material unprovided deferred tax liability
at the balance sheet date. The deferred tax benefit arising
from the provision for ex-gratia payment to long service staff
has not been accounted for as it is uncertain if this provision

Notes to Financial Statements for the year ended 30 June 2000
MR #E —000wAH =1 H k4R

9. Bt (4)
4 7R AE B T £ BRI SR AN TS -
2000 1999
HK$ ¥t HK$ ¥t
250,000 280,000
(250,000) (30,000)
— 250,000

IS NER| i S L N DN A1 R =N
A TR 0 5 T B ) AR 2 T E A AR AE
THZ M R FHAAE A > JRUR R 7E AT TH A A R
A5 IR RE B E % A A T bR -

will be reversed in the foreseeable future.

10. Property and Equipment 10. YA
Leasehold Furniture,
Land and Fixtures and
Buildings Leasehold Equipment
#AL+H Improvements HiR - JE Total
A LB Rt Hst
HKS$ #0 HKS ¥t HKS ¥t HKS$ #0
Cost JiEA
At 1July 1999 A —LLILFELEH—H 80,612,728 5,509,479 6,294,316 92,416,523
Additions 7 & 22,009,550 757,312 1,358,287 24,125,149
Disposals and amounts written off
0B TR B B (174,527) — (382,838) (557,365)
At 30 June 2000 i* —~O O O47SH =+H 102,447,751 6,266,791 7,269,765 115,984,307
Accumulated Depreciation &R #
At 1July 1999 A—LfLILFELEH—H 2,870,700 1,372,666 3,217,409 7,460,775
Charge for the year A4 JE 185 2,206,655 1,185,566 1,680,472 5,072,693
Eliminated on disposals and amounts
written off 7 t 8 IRy 355 6 F0 e <5 48 (50,157) — (316,712) (366,869)
At 30 June 2000 i* —~O O O47SH =+H 5,027,198 2,558,232 4,581,169 12,166,599
Net Book Value Y i ¥
At 30 June 2000 A —~O O O4FENH =1H 97,420,553 3,708,559 2,688,596 103,817,708
At 30 June 1999 A — LLILEE N H =+ H 77,742,028 4,136,813 3,076,907 84,955,748

Hong Kong Society of Accountants
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Notes to Financial Statements for the year ended 30 June 2000
WM #5200 0FAH =+ H k4%

10. Property and Equipment (Continued) 10. Mkl (&)
(a) Leasehold land and buildings, which are held on (@) #AH L FiEF AR A A - H
long term leases, comprise:- LA
(i) Room 803 on the 8th floor of Tower Two, Lippo (i) M—ILNIENHA =T HBEARNE
Centre located at 89 Queensway, Hong Kong T 4 5 78 89%% ) Y rh.0 T HE8H803
with a total gross floor area of 4,290 sq.ft. bought = > MR 54,2907 7

on 30 September 1999;

(ii) 4th floor of Tower Two, Lippo Centre located at (i) A SEE89%T /1 L — HEAME
89 Queensway, Hong Kong with a total gross A8 F ST A% /% 13,400°F- IR
floor area of 13,400 sq.ft.;

(iii) Part of the 17th floor of Fortis Bank Tower (iii) FHB WA E LATETTET95 L S
(formerly known as Belgian Bank Tower) MAE (RIREEELLRE) 17#3%
located at 77-79 Gloucester Road, Wanchai, iy > HBESETHAE 53,550 /7R 5 DA
Hong Kong with a total gross floor area of »

3,550 sq. ft.; and

(iv) one carparking space at Fortis Bank Tower. (iv) 2 L 48 K N — R ELA o

(b) At 30 June 2000, the leasehold land and buildings at (b) R=OOOHFANHAH=1H  AgCHHh
4th floor of Tower Two, Lippo Centre were charged B R AR ) AR b RN BT AR
as security for bank loan facilities granted to the A > DIBRRRITEHME - R =00
Society. A bank overdraft of HK$2,511,528 was OFEANHZ=TH » A8 HZHEERK
utilised by the Society under this banking facility at il T 1) SR AT 775 S 352,511,528 7T ©
30 June 2000.

11. Cash and Cash Equivalents 11. BE&MB &5 HY
2000 1999

HK$ ¥t HK$#T

Fixed deposits & 77k — 8,055,029
Savings accounts %% 7 [ 626,307 259,704
Current accounts £ F [ 153,634 321,094
Cash in hand #F8 H 4 33,142 16,103

813,083 8,651,930
Bank overdraft, secured #R217#% 3 — A &7 (2,511,528) —

(1,698,445) 8,651,930

@ Hong Kong Society of Accountants
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12. General Fund

Balance brought forward _F4F Ji &
Surplus after tax 1% 21 %

Balance carried forward %5838 A T 4E

13. Capital Fund

Balance brought forward |- 4F Ji& &t

Capital levy from members 3¢ [ & B (1) & A& %
Capital levy from students 2 [ B4 (1) & A4 2
Balance carried forward %5 f## A | 4 i

The capital fund represents a capital levy of HK$300 and
HK$50 (1999: HK$300 and $50) from members and students
respectively and a reduced levy for retired members of
HK$75 (1999: $75), for the purpose of financing the purchase
of the Society’s office premises. The capital fund will be
accumulated to the sum of HK$98,363,810, being the total
purchase value of the 4th floor and Room 803 of the 8th floor
of Tower Two, Lippo Centre. The amounts to be raised for
the capital fund from members and students will be decided
annually by the Council.

Notes to Financial Statements for the year ended 30 June 2000
WL # 5 = 000FEA N =+ Hik4#)%

12. 34
2000 1999
HK$ Xt HK$EL
42 550,993 33,737,809
139,609 8,813,184
42,690,602 42,550,993
13. BRI 4

2000 1999
HK$#xX HK$#xT

16,387,860 10,218,900
5,274,975 4,738,250
1,123,160 1,430,710

22,785,995 16,387,860

AL A 1) B KRR Ay LI 30035 TG
MB0MEIC (—JLJLJLAE © 300 s AIS0HsT) 1Y
EAME > CRKE B RIBORTSIE T (— LU
JUAE  75W00) o DL B B S 6 SR R
T2 o ARG 4% B A5 %2.98,363,810% 7T » AP
JIE L RSB0 E I EE o e 8
ME A EEGERMBENHES T HEE G
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Notes to Financial Statements for the year ended 30 June 2000
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14. Reconciliation of Operating (Deficit)/
Surplus to Net Cash Inflow from
Operating Activities

Operating (deficit)/ surplus for the year
RAEEEE () Bk

14. 8K Ol Ak) 7 B L 45 S35 ) P

Depreciation charges, loss on disposals and amounts written off
of leasehold improvements, furniture, fixtures and equipment

Pres - R Y SEAAE - IR - BB R A e

(Increase)/decrease in inventories /7 (3%hn) /W>

(Increase)/decrease in accounts receivable FEWHEZR (38H0) kb

Decrease/ (increase) in deposits and prepayments
GBI, (H0)
Increase in subscriptions and fees received in advance

el cE-ailig=¢yl

Increase in accounts payable and accruals [+ iz 2R E 12 4 i
Net cash inflow from operating activities ‘& i B i 155 4 Ji A 15 48

15. Provident Fund

The Society operates an approved defined contribution
pension scheme for employees under the Occupational
Retirement Schemes Ordinance (ORSO). The pension cost
charged to the income statement under employment costs
represented contributions payable by the Society to the
provident fund for the year and amounted to HK$2,729,299
(1999: HK$2,742,890). There were no outstanding
contributions at the year end. The number of staff under the
scheme at the beginning and end of the year was 80 and 85
respectively.

The Mandatory Provident Fund Schemes Authority has
approved the Society’s existing pension scheme as an MPF
Exempted Occupational Retirement Scheme under the
Mandatory Provident Fund Schemes Ordinance. With effect
from 1 December 2000, a new MPF scheme will be set up for
existing staff who opt for this scheme and eligible staff
recruited on or after that date. Pension scheme benefits
attributed to secretariat staff under the existing scheme will
remain unchanged for the new MPF scheme.

Hong Kong Society of Accountants
EORER (A )

13- 81 4 0\ O 0 R

2000 1999

HK$ Xt HK$#xL
(77,688) 4,492,074
5,133,619 3,952,496
(64,116) 355,114
(1,855,571) 894,637
302,015 (446,865)
719,731 732,039
2,800,324 1,158,133
6,958,314 11,137,628

15. A% &

ANGHREE EERARETERED) - BiE AR
HE— 1 E R B R AR 5T E o Rk
IR B TA —EARMN AR S A - 15
ISR AE B N RE AT T A FE 4 1 i 3KEE 2,729,299
Wt (—ULILAE £ 2,742,890 8) o B EAR
AERERE A > WA ARAT LK o 2z ET B0 Bk
BN BRI R4 453 Rl 2580 N F85 A

WA EAEERHERERCHESGIA
WO 2 At 3 2 o o 2 A <t 3 A 41 )
A o A A R B AR R KT E - B
“ OO0+ A—Hilt » AR ERE
&Rl # BB B B RO B R SR I R B
BCOL T A B Rl o PR SRRV IR IR IR R AE AR
EELA 3 i ik B Y BUA R AR R AR o



Notes to Financial Statements for the year ended 30 June 2000
WM #E —000#A A =+ H k4

16. Related Party Transactions 16. B A -3 5

During the year, the Society had the following material N > BB N LT L T ERR
transactions with its related parties: v

a. The Hong Kong Association of Accounting a HEHEEEg BN ([FsBRE])

Technicians (“HKAAT”)

The Society has guaranteed the repayment by HKAAT
of all liabilities arising from a banking facility of HK$5
million granted to HKAAT. At 30 June 2000, there was
no amount outstanding under this banking facility.

In order to enable a better understanding of the
operations of HKAAT, the following information as
extracted from the audited financial statements of
HKAAT for the year ended 31 December 1999 is set
out below:

Operating income I A
Operating expenses %% 37 H
Surplus after taxation i 1% 2 %
Non-current assets JF i B & &
Current assets Ji 8] & &
Current liabilities i 8} £ i
General fund %7 £ 4>

. The HKSA Trust Fund

The HKSA Trust Fund is established under a trust
deed for the purpose of the relief of poverty of
members of the Society. The Trustees comprise the
Society’s President, immediate Past President and the
Chairman of the Administration and Finance
Committee. Donations to the Trust Fund are made at
the discretion of the Society’s Council after
considering the recommendation of the Trustees.

N A EEE B e T SR —JE5008
WM MRATEERMIER - R =000
EXRNA=ZTH > 58 el M.

BT e B e EE . IR
HRH A st B EEE - LULET
“H = H kAR AR AL A B )
x

1999 1998
HK$#5X HK$#EL

10,064,428 9,787,870
(7,432,765)  (7,476,496)
2,301,064 2,349,133
9,428,709 503,379
1,585,676 8,385,258
(1,950,821)  (2,126,137)
9,063,564 6,762,500

b. Fr sl il 2 € f Wt 5 4

s G ah RS 8 (5 TR R AR R TH A
G D AR E NPy 1L 7 /A i
BRRHHEE - G NEFLAggR
FEGRESTHE XM REB G TR o @
RREEENHFIIH AT HEEFRE
JE AR FE N B HE RS B AR AR
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Notes to Financial Statements for the year ended 30 June 2000
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16. BN 22 5 (&)
b. FHE At A A e ()

16. Related Party Transactions (Continued)

b. The HKSA Trust Fund (Continued)

2000 1999
HK$#X HK$#®T

Donation to The HKSA Trust Fund
R e N =h o St = F e 360,000 320,000

B THEATIR R AR &R | 2 HhE—
45 5 80913,944% 50 (— JLILJLAE ¢

Included in the “Accounts payable and accruals” was
an amount of HK$913,944 (1999: HK$715,144) held

on behalf of The HKSA Trust Fund. The amount is
unsecured, interest free and payable on demand.

. Members of the Council

No members of the Council of the Society receive any
fees or other remuneration for serving as a member
of the Council.

Details of material transactions between the Society
and Council members or parties related to Council
members (except the revenue received by the Society
in the ordinary course of business, such as
subscriptions and fees) were:

Deloitte Touche Tohmatsu &) o BH B 7 & 51Al1T
PricewaterhouseCoopers # £& il 7 28 & 51 Fifl 555 BT
KPMG Consulting Ltd 5 55 g i A BR 2 7

@ Hong Kong Society of Accountants
W & G A '

715,144 0) RE S EFHATA &5 st
SHA R EIE o 5% 483K B EHCH -
JEL B ZE A 98 0 R A R o

B AR H

AEREEER B ER AL

JoSC 5 T WA BATE ] 2 ) S At P <

T

Note 2000 1999
Bk HK$S#E HKS WL

0) 395,546 389,883
(ii) 268,966 I
(iii) 105,000 .




16. Related Party Transactions (Continued)

¢. Members of the Council (Continued)

(i) Anamount of $395,546 paid by the Society to
Deloitte Touche Tohmatsu was pursuant to a
contract awarded, under competitive tender, to
a consortium composed of Deloitte Touche
Tohmatsu and overseas professional accountancy
bodies for the development of the Society’s
professional programme.

(i) An amount of $268,966 was paid to
PricewaterhouseCoopers for various services
provided to the Society such as giving lectures
and providing venues in PRC Accounting and
Auditing Workshops.

(iif) An amount of $105,000 was paid to KPMG
Consulting Limited to assist the Society with the
drafting of the Practice Note in relation to the
assessments of Certification Authorities.

In addition, in the normal course of its operation, the
Society paid honoraria to recipients, some of whom
are Council members or parties related to Council
members, for various services provided to the Society
such as giving lectures and providing venues in
training courses, marking of examination scripts,
contributing articles to the Society’s publications and
reviewing of listed companies’ annual reports. The total
amount paid to Council members or parties related to
Council members in this relation was not material.

Notes to Financial Statements for the year ended 30 June 2000
WL # 5 = 000FEA N =+ Hik4#)%

16. B A L2 5 (4)

c. MR A ()

(i) AEmfEg) e BH B & ntiliiT4T
395,546 #TC » EREHFEE) » B
wR T G R T A SN T E
AL A B ) SR R AT AR Y B 2 1T S
i ZEHW KRG EER

2 o

(A ADE: 2% S =R N 57305 ¢
268,966 T » A& & LT Rk 28 g i
T B 2N B T HR AL A IR A5 4 R RN
PRALERAT i & St R R AR R 5
o2 B4 o

(i) 2> & 1) 52 05 R A PR RIS Y
105,000% 7T - & B 55 BUE B A IR A
A i B B B P A R R B Y
HH S M4 -

BEAh A5 HOREE o o N T
B A REARBS - 1] 40 5 B IR AR w A
e R G R DA R R/
IR N AT S S R b - =
LN H o G A P g S el B
LR A BN o ) B S 6 8 s
HEWEAREAN LB
* o
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17. Commitments

Commitment on expenditure for costs of development
of examination syllabus and course materials for
professional programme outstanding at the
balance sheet date not provided in the financial
statements was as follows:

Authorised and contracted for £\ fILUEFE T4

18. Litigations

During the year, the Society incurred legal costs
amounting to approximately HK$2.1 million in connection
with two judicial reviews brought by member firms in
relation to the Society’s instigation of two formal
investigations. In both judical reviews, judgment with costs
was given in favour of the Society. On this basis, a substantial
part of the legal costs is expected to be recovered from the
member firms concerned and have therefore been included
in accounts receivable. The remainder has been expensed
as a charge for the year.

In respect of one of the above two cases, the member
firm concerned has lodged a notice of appeal against the
court judgment. The Society’s legal advisors have advised
that in their opinion the appeal will unlikely be successful.
The recoverable legal costs related to this case are expected
to be received on the conclusion of the appeal proceedings.

Subsequent to the financial year end, a further judicial
review was heard in connection with another instigation
of a formal investigation. On 1 September 2000, the
judgment with costs was given in favour of the Society.
The legal costs incurred on this case amounted to
approximately HK$800,000. On 4 October 2000, the
member firms concerned lodged notices of appeal against
the judgment. The Society’s legal advisors have advised
that the appeal against the judicial review judgment in this
case will also unlikely be successful.

Hong Kong Society of Accountants
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17. 7% ¥

2000 1999
HK$ ¥t HKS$ #x
EEE H R EAT B
A B 2R A
A B 5 B AR R T
2 ol KA B AR AR
OBHRY S R I

1,705,864 3,867,143

18. WF ik

SN AR SR B A & T JE B 4 Y
IEXGAAR AR - AgRm S IERE
F#121085%T © MR EREEZH > NGB
ARSI A o RIE o A E IR A B LSS
PN N DR E - TR 4 Y AR ey
WO AT o 80 R SRR U 2% 4 1 G B S

DAL {1 56 B H R BSESEBS BT L 4C
A BE I R B ) B B o A 'L
] 0 % % AL 6 S5 T s e PO A i 9 o B
SR B B o A 2 R FEURLME R b AR 7 A6 AR A
AW Im] o

T B AR B &SRR R 53— R BN
IERFHEATE A B RS AT A o iR
A= OO O LA — H AP A S5 IS &
o R S T AR B0 2 A 2 T 40 £5:800,00075
JLe ~OOO4E+AMA » AR EE T
S B B R B FR o A Y AR LR
F % S S T I R 1 MR I o



