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This Summary Financial Report gives a summary of the information and
particulars of the Group’s 2005 Annual Report. The Group refers to Hong
Kong Institute of Certified Public Accountants (formerly known as Hong
Kong Society of Accountants) and its subsidiary, Hong Kong Association
of Accounting Technicians Limited (formerly known as the Hong Kong
Association of Accounting Technicians). Both the Summary Financial Report
and the Annual Report are available in electronic form on the Institute’s
website at www.hkicpa.org.hk.

Members may obtain a printed copy of the Group’s 2005 Annual Report
free of charge by writing to the Institute at its registered office at 4/F, Tower
Two, Lippo Centre, 89 Queensway, Hong Kong. Members may at any
time choose to receive the Summary Financial Report or Annual Report in
its printed form or rely on the electronic versions posted on the Institute’s
website. Members may also at any time opt to receive the Summary
Financial Report or Annual Report in place of the other by writing to the
Institute at its registered office.

If members choose to rely on the electronic versions of the Summary
Financial Report or the Annual Report posted on the Institute’s website but
have encountered difficulty in gaining access to these documents, they will,
promptly upon written request to the Institute at its registered office, be
sent a copy of these documents in printed form free of charge.
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Our Goals

To provide an open and transparent regulatory regime for the accounting
profession in serving the public interest.

To promote our CPA Qualification Programme as the benchmark
that will attract and nurture the next generation of talent into
our profession.

To promote our achievements in upholding international standards in
accounting, auditing and professional ethics for Hong Kong's success
as a centre of professional excellence in the region.

To expand our collaborative partnerships locally and overseas and
to bring training, technical and services support to our members.

To foster our strong relationship with the Mainland and to create mutual
support for Hong Kong’s success and unique role as the international
gateway to China.

To modernise our operation and to build on our success as an efficient
and communicative organisation serving our members and the public
interest.

To enhance Hong Kong’s CPA brand value locally and internationally.

Our Values
Professionalism, integrity, quality, and thought leadership.

Our Logo

The Institute’s logo has been designed to reflect our rich heritage,
mission and goals. The simple contemporary design signifies a bold
optimism and readiness to embrace change. The four distinctive wings
provide balance and symbolise reaching for new heights of success.
One of the wings of the logo is coloured the red of Hong Kong's
bauhinia flag, representing our vital role as the guardian of Hong Kong's
financial system.

Certified Public Accountants
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Qualification Programme increased a record 22 percent over last year

e Reached full convergence with International Financial Reporting

Standards (IFRS)

Issued a new financial reporting framework and standard for small and
medium enterprises

Introduced the first IFRS Forum and IFRS Certification Programme

Joined the prestigious Chartered Accountants Group of Executives
(CAGE)

Entered into a mutual recognition agreement with the Canadian Institute
of Chartered Accountants, enabling our CPA QP members to practise in
North America for the first time.

Signed an implementation agreement with CICPA on mutual examination
paper exemptions for Mainland China and Hong Kong CPAs

Pressed the government on professional liability reform

Expanded representation on our governing Council by welcoming four
lay members

Implemented provisions to enhance investigation and disciplinary
processes by setting up Panel A of lay members and Panel B of CPAs

Set up the Practice Review Oversight Board and Complaints Oversight
Committee

Worked closely with the government on the establishment of the Financial
Reporting Council

Established a Specialist Practices Department
Launched a new Taxation Interest Group

Re-organised our internal teams, streamlined operations and introduced
new technologies

Embarked on research into our membership as a whole and of groups
within our membership

Introduced our new monthly magazine, A Plus

Increased brand awareness and added to our brand’s value through
public exposure

Started “Rich Kid, Poor Kid,” a project that reaches out to families

Published a new corporate governance best practice guide: Internal
Control and Risk Management — A Basic Framework

Published the first set of Insolvency Guidance Notes
Launched CPA Source

Purchased two floors in Wu Chung House in Wan Chai to provide
expanded membership facilities
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President’s Report

Dear members,

Hong Kong has become an increasingly important world class international
financial centre that attracts global capital and investment. | am proud
to say that many of the Hong Kong Institute of CPAs’ achievements this
year have helped to support this status as well as the Institute’s standing
among the accounting profession globally. | submit below my report to
you, beginning with a summary.

e Our re-branding efforts have been a success, both locally
and internationally. We have become better known and
recognised.

e We have achieved full convergence with International Financial
Reporting Standards (IFRS) along with the European Union
and others.

e \We have fully adopted the IFAC Code of Ethics on independence.

e We have issued a new set of financial reporting standards for
medium and small enterprises which are compatible with the
needs of preparers and stakeholders.

e \We have issued a guide on internal controls and risk management
at the request of Hong Kong Exchanges and Clearing Limited
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upon the coming into effect of revised listing rules.

Our membership has increased by 12 percent since last October
to over 25,000.

The number of students registered for our CPA Qualification
Programme (QP) increased by 22 percent to close to 5,700.
Demand for CPAs is strong and accountancy has continued to
be the preferred profession by students.

Hong Kong Institute of CPAs’ representation on committees
and advisory groups of IFAC, IASB and CAPA is strong and
substantive.

New MRAs (mutual recognition agreements) have been
signed with CPA Australia and Canadian Institute of Chartered
Accountants. Negotiations on new MRAs with ACCA, AICPA,
AIA and CIMA are in progress.

We are cooperating closely with government and LegCo on the
Financial Reporting Council Bill.

We have been intensively advocating and lobbying to government
and LegCo for the introduction of proportionate liability legislation.
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Re-branding

Our re-branding to become the “CPA” brand has enabled the profession
and our members to be better known and understood. The marketing of
the “Success Ingredient” which CPAs possess has made us an integral part
of what makes businesses successful, regardless of whether we play the role
of an auditor, reporting accountant, CFO, independent director, compliance
officer, regulator or financial advisor. These roles and our ever increasing
competencies go hand in hand with Hong Kong'’s increasingly important
role as an international financial and commercial centre. The fact that the
central government and Mainland businesses, both state owned and private
sector owned, take the same view confirms our position in the market place
where our professional services are treasured and sought.

HKFRS / IFRS

After a hard slog of three years, we managed to achieve full convergence
with International Financial Reporting Standards (IFRS) issued by the
International Accounting Standards Board (IASB). This has been a difficult
accomplishment as the IFRS has been changing during the process. With
full convergence, we can now say to the international business and
investment community that Hong Kong listed companies, including those
incorporated in the PR.C., report with the same set of standards as those
in the European Union, Australia and other markets. This, together with
our efficiently operated stock exchange, paves the way for the busy stream
of new and bigger IPOs taking place in Hong Kong.

As the new standards take root, we have witnessed the first round of interim
results announcements from our listed companies prepared under the new
standards. They have by and large been more meaningful and with better
disclosures. While a lot of hard work has gone into preparing the financial
statements, nobody has been out of time because of new standards.

One shortcoming that the adoption of new standards has highlighted is
the absence of a standard on Statement of Comprehensive Income, which
would serve to differentiate operating earnings and revaluation surpluses
and deficits, and consequential amendment to the basis of calculating
earnings per share. With many Hong Kong companies having to revalue
their investment property portfolio, this shortcoming has highlighted itself
in the recent interim earnings announcements. The Institute’s Financial
Reporting Standards Committee is researching this and might propose
additional earnings per share measurements in the near future. At the
same time we are making representations to the IASB to draw attention
to this problem.



FHMELENENE - AB LT A RRBEHERRHENE
—mPHEELAHCHDHEE - BLERERATEAZREM
ARESHERREKT - BRARRZEUBEHRRTEN
HES 50 - BRARHBAAD B ERATER T AREEE
LENGE 51 DU P

RMMENREA - LRRZE  BERRT —0HERE
EWERRAVER - BEBRREEDED KL LMYE
ERfLNERE  TEBETTESERBANEE - AR
HAEBBRAAHNFREMREMFAANEE R
FEREIRBRNTRXELTNYEERARE - 0 F
M BREENEZSSEMBLETHR  TEREHR
RESRBANNENTESE - B - 2AETEEEK
B EAZEERRERABE -

SEXRA > HERErEAZEEEEDavid TweedieE +
EAESFE LR BREEARNEATEREE - B
FEHAENASRS  EPUBRRGERATHNERER
EELRRTHSEEER -

N BA TS 3R AR L A B SR 2R A

AR EHRRRMEIRE —HERR —EERRNME
BN ETHERERNEAENRRA TRV EEMIFR
HERIKRE - At - EXBRPBENEZZNRR 08
BT —EERPPEMROPBREER  EFEEE
HNERTAIEREBUBRELEANEE -

P ER B 42 X B E ER4E S
RE-—SHBERNEGEERAREE BEBHEXZM
ERABREBITLHRE - BN =—ZFZHFLA—H
EMMETTAR S RADEERAKRERE » WREQ T
UERFRABIIANBEZZR - NSEBFEHRIE
ZERERERESIHETARRR Y ECEERES
ERRLEENMEEERE - NMEBEZHERFE
EFERIEREMSTENARE  RAABERIES -
514 BEE Turnbull Report} £E COSO ReportfiZ
THREA BMEAERGHER -BBEER  AEWE
SIEmEBMNS MBS (FEE)REANRME LT AR
RIESIBRERT/ T OMEE - AARSEESR AN
EMIESIUR S —BRAE KB EEANIES &S
KEHHEBOECD)NWEEmHE

In June this year, Sir David Tweedie, chairman of IASB, accepted our invitation
to speak at our IFRS Forum which was very well attended, and preparers
and experts at the forum expressed valuable views.

Small and Medium-sized Entity Financial Reporting Framework
and Financial Reporting Standard

Realising that one set of global standards for listed companies is a good
idea, the need of users and preparers of small and medium-sized enterprises
in terms of disclosure may not be as strenuous. Accordingly, after a long
period of preparation and consultation we issued a set of financial reporting
standards for the use of small and medium-sized enterprises as an alternative
to HKFRS under defined circumstances.

Guide on Internal Controls and Risk Management

To further promote the practice of good corporate governance and
disclosure, The Stock Exchange of Hong Kong Limited has revised its
Listing Rules. Part of the revision, which took effect on 1 July 2005, covers
internal controls and risk management and the need to make a statement
on internal controls in annual reports. The Institute was asked to prepare a
guide on internal controls and risk management for use by listed companies.
A task force was set up under the Corporate Governance Committee to
undertake this task. Following extensive research and taking into account
the need to balance compliance and performance, the Guide was published
in June. The Guide blends principles enshrined in the U.K. Turnbull Report
and the U.S. COSO Report together with our own input. By coincidence
the approach used in our Guide is also similar to a guide prepared by the
Federation of European Accountants (FEE) under exposure which is intended
to be introduced to listed companies in the European Union. | am pleased
to report that our Guide as well as our guide on corporate governance for
the public sector have attracted favourable comments from the OECD.

International Recognition / Mutual Recognition Agreements

The International Recognition Committee and our executive director
responsible for mutual recognition agreements (MRAs), Georgina Chan,
have been hard at work on this front. During the year we have successfully
negotiated and signed MRAs with CPA Australia and the Canadian Institute
of Chartered Accountants. These MRAs together with the reciprocal
membership agreements (RMAs) we have signed with the chartered
accountants institutes now afford our qualified members reciprocal
membership with the best accounting bodies on five continents. We have
also recently been invited to join the Chartered Accountants Group of
Executives (CAGE), which would further enhance our alliance with all our
chartered body recognition partners. | am also pleased to report that we
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are making good progress in our negotiations with ACCA, AICPA, AIA and
CIMA, and we are continuing to work with the Ministry of Finance and
Chinese Institute of CPAs on further recognition arrangements for Mainland
and Hong Kong accountants.

Our aim is to define Hong Kong CPAs as respected throughout the world
and, with that respect, Hong Kong will continue to prosper by attracting
international investors.

Taking a broader view, these agreements show that QP stands with the
best accountancy qualifications in the world, denoting professionalism
and excellence in leadership, ethics, professional judgment, trust and
authority.

Regulatory Reforms and Proportionate Liability

One of the most important issues we have been dealing with this year is the
introduction of regulatory reforms in the form of the Financial Reporting
Council Bill.

In 2003 we started the idea of establishing a Financial Reporting Council
— a body that would be independent from the Institute and which would
carry out investigations into listed company auditors and audits on the
one hand, and review listed company financial statements prepared by
corporate officers on the other. Over the past two years we have worked
closely with the Financial Services and the Treasury Bureau, the Securities
and Futures Commission, Hong Kong Exchanges and Clearing Limited and
the Companies Registry to bring this Bill into being. The Financial Reporting
Council Bill was formally introduced to the Legislative Council in June by
the government and is being vetted by the bills committee currently. We
hope it will soon be law.

Liability reform is one of the most pressing issues for the practising audit
firms. Hong Kong runs the risk of falling out of sync with reform movements
in other important jurisdictions, which have moved ahead in this area.
Following extensive research, earlier this year we made a submission to the
government and Legislative Council to get the ball rolling on liability reform,
with proposals that are in line with other economic powerhouses including
North America, Europe and Australia. This issue is under consideration by
the government and our lobbying efforts will continue.
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Internal Governance and Openness

In line with our stance on improving corporate governance, oversight and
openness, steps were taken to implement amendments to the Professional
Accountants Ordinance. Below is a summary of actions taken:

1. Four lay members joining the Council

In December 2004, the Government appointed four lay persons to join the
new Council following our AGM. They are Mr. Paul Chow, Sir C.K. Chow,
Ms. Sophia Kao and Mr. Edward Cheng. | am delighted to report they
are wonderful people to work with. They play an active role on Council
and committees and they have made valuable contributions by sharing
their experience and thoughts. They have also gone out of their way
to adjust their busy schedules to make time for Institute work. | thank
them for their contributions.

2. Lay member Investigation and Disciplinary Panels

These are also new requirements under the amended Professional
Accountants Ordinance to make our investigations and disciplinary
processes more transparent and objective. The proceedings of the
disciplinary committees also are now open to the public. The expansion
of committees to majority lay composition necessitated a much expanded
Panel A list of lay members, who are appointed by the government. |
take this opportunity to thank members of the Bar Association, the
Law Society and the financial services industry for participating in our
investigation and disciplinary processes.

3. Communication with stakeholder groups

Learning from the experience of last year, the leadership of both the
Council and the Secretariat took more initiatives to communicate with
and seek views from candidates who stood for council elections and
with branch leadership of overseas accounting bodies. Their ideas, not
to mention frank talk, gave us a great deal of food for thought. It is
in the profession’s interest to ensure that views are heard. Such efforts
will continue, particularly when the Fifth Long Range Plan draft is ready
for consultation.

Mainland

Our responsibilities to our fellow professionals start close to home and over
the years we have been working very closely with our Mainland counterparts
at the Ministry of Finance and CICPA on accounting and auditing standards
and practising matters. There is no doubt that the Mainland and Mainland
companies that wish to list in Hong Kong offer opportunities for our
members to develop professionally and to extend their businesses. This
multifaceted role has led us to develop ever closer ties with authorities on
the Mainland this year through CEPA.
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Two milestones we have set ourselves are first, the introduction of the QP
on the Mainland starting from 2006 and second, the conducting of the IFRS
Certificate Programme on the Mainland. The IFRS Certificate Programme
is a co-operation project with the Institute of Chartered Accountants in
England and Wales (ICAEW).

In closing | would like to take this opportunity to thank my fellow Council
members and in particular my two Vice Presidents, Paul Chan and Mark
Fong, for their wise counsel, the 350-plus members who serve on various
committees, the Secretariat and other Institute stakeholders for their
support. Without their dedication and selfless contributions, we would not
have been able to take the great strides that we have during the year.

In particular I would like to thank our Chief Executive & Registrar, Winnie
Cheung, for being the continuity and the driving force that has steered
us through some of the most dramatic changes to our professional body
over the course of her time in charge of the Secretariat. We all owe her
an immense debt of gratitude for her dedication to the Institute and the
profession.

Last but not least, | wish to thank YOU, my fellow members, for your care,
interest and active participation in all we do — and stand for — in serving
Hong Kong and the public interest.

Edward K.F. Chow
President
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We have big ambitions for the membership of the Hong Kong Institute of
CPAs: After we adopted our new name and designation last year, we said
we would become a regional centre of excellence for the profession. To
do this, we said our work would focus on the three “Rs” — re-branding,
regulatory reform, and re-engineering the processes of the Institute.

We have made extraordinary progress.

Our new brand is in place and we are continuing to refine what our brand
represents even as we continue to explain the ways in which CPAs are the
“success ingredient.” Our challenge now is sustaining the momentum;
we are continuing to express our achievements and the value our members
bring to the profession world wide, the businesses we serve and the
communities in which we live.

Our new regulatory regime has been praised by the accounting profession
throughout the world for striking the right balance between oversight and
self-regulation, which is crucial if our profession is to contribute to Hong
Kong’s role as an international financial centre.

Regulatory reform is in its final stages, with the bill to establish the Financial
Reporting Council (FRC) now before LegCo. The FRC will take over the
role of investigating listed company auditors and is the final stage of our
year-long overhaul.

We have embraced the presence of lay members on Council and on
our Disciplinary and Investigation Panels. While this has meant making
adjustments to certain aspects of our operations, the presence of our lay
members has enriched our thinking and furthered our vision.

Our re-engineering programme is in place and should bear fruit in the next
few years. We have begun our Fifth Long Range Plan and our governance
review. We have appointed a consultant to conduct a review of our staff
training needs to continue to develop the estimable talents of the Institute’s
employees, and we have commenced a programme to automate all our
business procedures to increase efficiency and save costs.

We are also partnering with consultants to evaluate our internal controls
and to revamp our approach to practice review.
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Externally, we have set milestones and channelled resources towards key

business objectives:

e Building our capacity to offer specialist faculties

e Upholding high quality pre- and post-qualified education programmes
for the profession in the shape of enhanced recognition of our CPA
qualification programme and on structured continuing professional
development activities

e Opening up effective communications channels, and new products and
service offerings to members and external stakeholders

e Collaborating with Mainland and overseas bodies

e Pursuing liability reform for auditors

e Offering professional thought leadership and

e Performing community services as part of our good citizenship

This year, we have accomplished a great deal through careful stewardship
and the additional fees brought in by new members and enrolment in our
qualification programme. These added strengths allowed us to conduct
some large infrastructure changes. The Council decided not to increase
subscription fees for 2006, despite the significant initiatives underway.
However, a survey done by the Institute shows that our subscription fees
and other service charges are the lowest among other larger accounting
institutes and our functions and range of membership services are wider
than most.

As we continue to pursue our ambitions, we may need to review our
finances next year but we will endeavour to maintain our dues at
reasonable levels.

We are relocating the Institute in the next few months to less expensive
but larger premises. The new space will allow us to create a welcoming
place for members and will give us far better facilities for training
and meetings.

Meeting our ambitions requires the constant vigilance of the Secretariat staff
and the membership. | am confident that with the extraordinary talents and
energy in our membership and at the Secretariat, and the strong leadership
and support of our Council, we can set our sights high and continue to
lead the profession. After reviewing our accomplishments of the past year
in these pages, I'm confident our members will agree.

Winnie C.W. Cheung
Chief Executive & Registrar
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Our Story — 2005

The Hong Kong Institute of Certified Public Accountants might be relatively
small with 25,000 members, but in its influence, it's enormous.

Our members hold the highest professional ethos and spread this
professionalism wherever they go in the world of global business. Nearly
half of our members have lived and worked abroad and more than half
of them consistently travel for business, contributing to their broad
international outlook.

Our ties with Mainland China, one of the world’s emerging economic
superpowers, are deepening, giving our members unparalleled knowledge
of doing business there, which in turn benefits their companies and clients.
We are working with our Mainland counterparts so that the profession
evolves at the highest possible standards, thereby benefiting local and
regional economies and ultimately, the global economy.

The Institute invests in forging strong ties with international and regional
accounting federations, whose direction we shape even as they shape ours.
As part of the give and take, our voice is heard and our views are respected.

Our membership agreements with the world’s most prestigious accounting
bodies are influencing educational philosophy, bringing to Asia the best
possible training for reasoning, thinking accountants.

Our work with the Hong Kong Government on oversight of the profession
is influencing thinking about the way accountants are regulated, as other
jurisdictions take notice and Hong Kong gains praise for getting the balance
right. This work also influences the world’s perception of Hong Kong as
an international financial centre, for a respected accounting profession is
essential to this future.

As we have proven this year by what we add, this small Institute is big.
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Operation and Finance

We are the guardian of Hong Kong’s accounting profession. As such, we
demonstrate the same —if not higher — levels of professionalism and quality
when looking after our own affairs as we expect from our members. We lead
by example, anticipating and acting on the expectations and requirements of
all our stakeholders in terms of our financial reporting standards, corporate
governance standards and fiscal discipline.

The Administration, Finance and Remuneration Committee oversees the
financial and operation policies and monitors their execution by executives.
Checks and balances are provided by the segregated and complementary
roles performed by the Chief Executive Officer (head of the Secretariat) and
the Chief Elected Officer — the President (Chairman of the Council).

We re-organised our internal teams during the year and introduced new
technologies throughout the Institute. Streamlining our operations has left
us fitter and better placed to advocate and communicate the Hong Kong
accounting profession’s goals and to serve our members.



NEEZHTHNRBHERERE  EREXMBACHE
YAREH — RMBEFESUEETHMAL -

FNEZNAESERETARER - 7F » HAUSE
BOER  FABRK  BRONEASRNELENNEE

2Es e

EMALEUEERERINAER FRETM
(CPA)  EMBNUEENARSESERENNHBEERT
HULRMEENER - REM(CPABEERAAREN
BE - HERER  EBAINBLESEERMNEIR
BREEEBRE - RESTEXEREEARNEHEN - &
ME-TRFAEEEFITUREBELANEHNED -

HMEBRAMEENAER  AEEERZRPEEN
BIhEESE  BRIRZ - RAINSSEUAKBEBNRE
NED/RARE  BRETEENER BEREEHHED
ENEE -

EMNEBEEBEREEENALR  DEFERALHN
RBEMEENR - UARARBHEERENEEELE
BEM E-SPREBTHMNEHEM -

HEEEMSNEE  RATHHESSEXNEXRREN
REETRARENRAERE - BRBLEENNHE
RMERERAFAIIHERIER  AERMEEAK
TER > AREMKRRNSSRMBBMM —RBEN
TERS o o HERAESTRRALOFHEENMEER

RIFEER -

&=
Communications

We're doing a great job. But it's not enough for us to know that — we want
everyone else to understand this too.

A great message deserves full attention. This year, we have been shouting
from the rooftops, using strong and effective communications to get our
messages across.

Our message to members is that we want everyone to know about the
professionalism and integrity our members exhibit as CPAs, and to do this
we continually communicate the values behind the CPA designation. At the
same time, we show how our members uphold these values by adopting
new standards, advocating positive change and serving the profession and
the community.

Our message to the business world is that as a success ingredient, our
members contribute to the achievement of any enterprise — be it large or
small. Our members are the guardians of businesses’ best interests and
help enterprises maintain respect from investors.

Our message to families is that our members deserve their professional
status because of their contribution to the society in which they live by
sharing their time and expertise in valuable ways.

At the same time, we are embarking on deep and serious research into the
issues affecting the professional and working lives of members. Through
these formal studies, we are building a detailed picture of our profession
that enables us to make the most of our resources, serving our present
and future membership above and beyond their expectations. In addition,
this research makes sure that the information flows both ways between
the Institute and its members.
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Regulatory

We took pride in our place on the global stage on 1 January 2005, when
we helped Hong Kong join the first group of jurisdictions to reach full
convergence with International Financial Reporting Standards.

We continue to maintain a parallel agenda and convergence with
international accounting, auditing and assurance practices and ethics
standards.

These unifying processes add enormous value to the Hong Kong CPA brand.
They enable our professionals to move seamlessly between countries while
boosting Hong Kong’s status and reputation as an international financial
centre.

In the meantime, we continue to play an active role in international standard
setting. Our representatives sit on some of the major global standard
setting bodies for accounting, audit and assurance and ethics standards.
Through our energetic contribution to these organisations, we are driving
changes, leading the development and acting for the benefit of local and
regional economies.

On the quality assurance front, we continue the practice review programme
to ensure that our members and member practices comply with high
professional and technical standards.

The focus of professional standards monitoring has shifted from guidance
to regulatory, dealing proactively with issues arising from the review of
published financial statements. Where there is a reasonable suspicion and
belief that a CPA is in breach of professional standards, the case will be
reported to the Council to consider initiating an investigation.

On the regulatory front, our complaint process is designed to protect the
publicinterest, enforce professional standards and preserve the integrity of
the accounting profession. There is also a significant element of lay member
participation in our investigation and disciplinary processes, making us a
highly transparent organisation.
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Thought Leadership and
Specialist Practices

The invitation for us to join the Chartered Accountants Group of Executives
(CAGE) recognises the enormous steps we have taken over the past
decade and how we continue to apply the highest possible standards of
professionalism to every aspect of our work and services.

Being part of this elite global group of accounting institutes in major capital
markets sends a clear message to all our stakeholders: The Hong Kong
Institute of CPAs is now an acknowledged global leader.

This is apparent in the areas of thought leadership and special practices.
Our members'’ roles are changing and we are changing with them, helping
them as they move into new and exciting areas while guiding the agenda
where the interests of accounting professionals are concerned.

We take a proactive stance on issues affecting our members and we define
these issues, steering the agenda as we move forward. Through our active
involvement, we are shaping the accounting and business environment in
which our members operate, both at home and abroad.
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Qualification and Education

It has been six years since we established our own professional examination
— the CPA qualification programme (QP) — which not only examines
prospective members’ competencies for membership admission but also
provides structured training. Our CPA QP and the authorised employer/
supervisor practical experience approach stood on their own, and stood
strong.

Our fellow professional bodies recognised the philosophy behind our
qualification, and the qualities that we inculcate in prospective members,
including their ability to demonstrate independent thinking. This has
resulted in wider international recognition and unprecedented growth
in CPA QP enrolments. In turn, we considered the qualifications offered
by our potential partners, and measured them against the same exacting
standards to which we hold our own students.

This year marked a significant turning point in the history of the Institute’s
membership admission policy: all of the Institute’s existing recognition
arrangements with overseas accounting bodies, other than seven chartered
accountancy bodies with which we had signed reciprocal membership
agreements, came to an end in June 2005. Our negotiations for new
agreements during the year were based solely on the educational philosophy
of our CPA QP. We have our own programme by which we are
measured - and by which we now measure others.

The result of this was that by 30 June 2005, we had concluded and
revised an agreement with CPA Australia while continuing our reciprocal
membership agreements signed in 2002 with seven chartered bodies. We
concluded a further agreement with the Canadian Institute of Chartered
Accountants in July. We also concluded an agreement with the Chinese
Institute of CPAs outlining detailed procedures for members and graduates
of both bodies to sit for each other’s examinations under the mutual
examination paper exemptions of CEPA II.
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Mainland Affairs

Our role in shaping and defining the global accounting profession has
special resonance in our dealings with fellow professionals in the Mainland.
Hong Kong is in a unique position to assist in China’s economic evolution
and as the authoritative voice of the Hong Kong accounting profession,
we play a vital role.

Over the years, we have been working with our Mainland counterparts
as a supporting influence over the nation’s accounting profession and the
standards under which it operates. Our work —and our members who do
business there — play a significant role in introducing China to international
standards and practices which are vital in accelerating development of the
Mainland’s accountancy profession.

At the same time, the Mainland offers opportunities for our members
to develop professionally and to extend their businesses. This year we
embarked on several exciting new strategies that directly help our members
make the most of opportunities enhanced by our cultural ties, existing
business links and geographic proximity.
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International Affairs

While our Institute may be relatively small in size, we're big in ambition and
in scope. This is why we continue to attract major international visitors —who
this year included the chairman of the International Accounting Standards
Board, the president of the International Federation of Accountants, and
the chairman of IFAC’s Professional Accountants in Business Committee
— accounting leaders who are proud of our leading role in shaping and
defining global accounting issues while focusing on the needs and issues
that matter to our members.

This year, our international standing took several giant leaps — our
convergence with international accounting, auditing and ethics standards
have added to our global stature, and our mutual recognition and reciprocal
membership agreements with the world’s leading national accounting
bodies led us to our entry into the prestigious Chartered Accountants Group
of Executives (CAGE) alliance in mid-August. This select group comprises
the world’s leading chartered bodies in Australia, Canada, England and
Wales, Ireland, New Zealand, Scotland and South Africa, as well as the
American Institute of Certified Public Accountants. This has enabled us to
foster stronger alliances on a global level and take our place as leaders in
the major financial centres of the world. Our CPA QP played, and continues
to play, a large part in winning us this recognition.

We were on the map before. But now we're officially on the list of top
destinations. We are — and are recognised as — one of the top players in
the international accounting field, driving and influencing policy at the
highest level. Our ground-breaking agreements have placed us where we
belong, on an equal footing with longer-established accounting bodies from
larger and more mature economies. And our commitment to sustaining
the image and standing of our members will help us steer the profession
both globally, regionally and locally.
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SERBRIFESFER
Member Services and
Continuing Professional Development

We are asking our members to join with us to keep the Institute and its
membership where it belongs —in the global top rank of trusted accounting
professionals. They do this by keeping themselves abreast of the latest
changes in technical and business matters. We help by providing the directed
training they need and fostering their sense of identity and fellowship,
building the collective expertise that contributes to individual members’
standing and to the status of the Institute and the CPA designation.

Our membership is a dynamic body that will continue to change year by year.
Part of our mission is to keep abreast of these changes, anticipating them
where possible, and to update and refine our services as we go along.
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The Hong Kong Institute of Certified Public Accountants is Hong Kong’s
only statutory licensing body of accountants with over 25,000 members and
close to 10,000 registered students. Members of the Institute are entitled
to the description “Certified Public Accountant” and to the designatory
letters “CPA."”

The Institute boasts a long and distinguished heritage, having evolved from
the Hong Kong Society of Accountants established in 1973.

The Institute operates under the Professional Accountants Ordinance,
working in the public interest. It has wide-ranging responsibilities that
include maintenance of the quality of entry to the profession through
its post-graduate CPA QP, promulgation of financial reporting, auditing
and assurance, and ethics standards in Hong Kong, and development of
the profession. It has responsibility for the regulation and promotion of
accounting practices in Hong Kong to safeguard Hong Kong's leadership
as an international financial centre.
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Membership Statistics

BE-—ZZEAETATNR REHE 25371 £E8E - TEETRASSENER :
As at 18 October 2005 the Institute had 25,371 members. The following charts profile our membership:

BEE_TTLETALRER
Current year at October 2005

EEMEREE 5
Membership Number and Designation Occupation
2005: 25,371 (2004: 22,560)
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Membership Gender Distribution
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Auditors’ Statement on the Summary Financial Report
to the members of Hong Kong Institute of Certified
Public Accountants

(Incorporated in Hong Kong under the Professional Accountants Ordinance)

We have examined the summary financial report of Hong Kong Institute
of Certified Public Accountants (“Institute”) and its subsidiary, Hong Kong
Association of Accounting Technicians Limited (the”Group”) for the year
ended 30 June 2005 on pages 27 to 32.

Respective Responsibilities of the Council and Auditors

The Professional Accountants Ordinance requires the Council of the Institute
to prepare the summary financial report in accordance with section 16(4A)
of the Ordinance. The summary financial report is derived from the Group
annual accounts and the auditors’ report thereon for the year ended 30 June
2005, and is in such form and contains such information and particulars
approved by the Council.

As agreed with the Council, it is our responsibility to form an independent
opinion on the summary financial report, based on our examination, and
to report our opinion to you. We are also requested to state whether the
auditors’ report on the Group annual accounts for the year ended 30 June
2005 is qualified or otherwise modified.

Basis of Opinion

We conducted our engagement with reference to Practice Note 710 “The
auditors’ statement on the summary financial report” issued by the Institute.
Our examination includes examining evidence supporting the consistency
of the summary financial report with the Group annual accounts and the
auditors’ report thereon for the year ended 30 June 2005 and performing
such other procedures as we considered necessary in the circumstances. We
believe that our examination provides a reasonable basis for our opinion.

Opinion

Based on the foregoing, in our opinion the summary financial report on pages
27 to 32 is consistent with the Group annual accounts and the auditors’
report thereon for the year ended 30 June 2005 from which it is derived.

We have audited the Group annual accounts for the year ended 30 June
2005 and have issued an auditors’ report thereon dated 18 October 2005
which is unqualified or otherwise unmodified.

Wong Brothers & Co.

Certified Public Accountants
Hong Kong, 18 October 2005
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Summary Group Income Statement

BE_ESTAFSASTHLEEE
For the year ended 30 June 2005

2005
F#&IT HK$'000

2004
F#&I HK$'000

KEHXBIBANREEATESTMRETASNERER

Most of our revenue was earned from our main business as a regulatory body of
accountants in Hong Kong

BETAT  AMEL BESHASEARAELIBETMHEEMKE
Subscriptions and fees derived from registration of certified public accountants;

registered students; firms and corporate practices 82,023 76,311
KEFEBATBRNKRESES REMBEATEBRYHAE 8 T REMES

We also derived revenue from running seminars, courses, examinations and

other activities for members and other interested parties

EteE -« BREREAMEEURE Income from seminars, courses and other activities 16,056 13,541
Z3 Uz Income from examinations 21,301 13,668
ZHEEUWE Income from advertisements placed in the journal 983 856
HUg s Other income 2,085 1,778
fx Rt - SEEAYUE N\ 4858 This gave us a total revenue of 122,448 106,154
EEFEERYET TERERHEHFENEEMESBAEY

We received government grants on projects that would bring benefits

to the accounting profession and general public at large 487 746
E@Er3 H81E Our expenses comprised:

EE®F Employee benefits 53,101 52,171
EteE ~ RRERHAEE Seminars, courses and other activities 16,777 12,086
Z5, Examinations 11,968 8,170
H AR Z T Publication of journal 5,869 6,287
BIE - EDRIFISZ A Postage, printing and stationery 4,832 4,430
T Depreciation 3,018 3,395
T#FAER X Land lease expense 559 559
&M 2 HBFR Communications and public relations 7,937 3,838
EF IR XX Building related expenses 2,678 2,465
EEMEEB A Legal and professional fees 4,180 2,246
H{th&ERI Other operating expenses 9,352 8,322
&Rt - EENZERALEIES In total, our overall operating costs were (120,271) (103,969)
Hit - EEBRIZERE This produced a Group Surplus Before Tax of 2,664 2,931
B Tax (764) (844)
Bt KEBANTEESNBERRS

This produced a Group Surplus After Tax which was transferred to General Fund 1,900 2,087
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EEEHEEREER
Summary Group Balance Sheet

NR=EFAFEA=1+H
As at 30 June 2005

2005
F#&IT HK$'000

2004
F#& HK$'000

E@EHBEMEEEIE The Group’s tangible assets comprised:

HEET Leasehold buildings 17,399 18,715
FAEMZEZE(E Leasehold improvements 840 2,148
B~ #£BR R Furniture, fixtures and equipment 2,441 2,627
Eit - EEMBEREELZ{ES Together, these represented our tangible assets of 20,680 23,490
EETEF LA EFEE We had prepaid land lease expense of 71,482 72,041
EEEEBTFEEESR We had deferred tax assets of 1,667 1,437
KENRHEEETEVEHFTRSRERIRR

Our current assets mainly comprised cash in hand and accounts receivable 106,153 79,462
KEMRH B EETEETERES BT E R E iR

Our current liabilities mainly comprised subscription and fees received in advance

and accounts payable (77,373) (64,257)
EHit - EEWMEEREES Thus, our assets less liabilities represented 122,609 112,173
E£84% Funds comprised:

EZ@E£ General fund 2 59,839 57,939
BARES Capital fund 2 62,770 54,234
EH £ 4858 Total Funds 122,609 112,173

R-ZZRE+ A+ N\ BHREEZEN Approved by the Council on 18 October 2005

FjtiE Edward K.F. CHOW
gR
President

B3{& Wilson FUNG
T BEETFNEESEE
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Chairman, Administration, Finance & Remuneration Committee



SEGRETRER
Summary Group Cash Flow Statement

BE_ETLFSA=THILEEE
For the year ended 30 June 2005

2005
TF#IT HK$'000

2004
F#&I HK$'000

SEEEERHCRERAFE

Net cash inflow generated from our operating activities 3,098
SERRTEREFERAEFRE

We received interest on short-term deposits placed with banks 707
Bi1E Tax (3,458)
BESKMBAERME

Purchase of computer and office equipment (1,266)

SERNEENEERENELRHE  AREBE HER/RBEZEENHAEZYE
We received capital levy from our members and registered students for financing the acquisition,

improvement and/or expansion of the Group's office premises 8,536
FERESFHEFEM
There was a net increase in cash in the year 7,617
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&= E R AR AT

Summary Group Notes

1. — % &#

AEPFEREDMERBEHMAR( 28] )REMK
BRESEEXSHTENSERAT(F#E [£E] ) BE
“EERFRAZTHLEFENKEXMBRE « XRE
WAETENTERRREREEAER  UHEBEEZE
THREBMNEER MR o

2. FRLEESNEFESHESHNT -

1. General information

This summary financial report has been prepared from the audited financial
statements of the Hong Kong Institute of Certified Public Accountants
(the “Institute”) and its subsidiary, Hong Kong Association of Accounting
Technicians Limited, (the “Group”) for the year ended 30 June 2005. It
does not contain sufficient information to allow as full an understanding
of the results and state of affairs of the Group as would be provided by
the full financial statements.

The movements of General and Capital Funds during the year were:

LTEES BXES gt

General Fund Capital Fund Total
2005 F#ITHKS 000 F#ITHKS 000 F#ITHKS 000
RZEZNFLA—H  WMAIE2K
At 1 July 2004 as previously reported 57,364 54,234 111,598
SN EREENTE
Effect of change in accounting policy 575 -- 575
RZZEENMFELA—H Y
At 1 July 2004 as restated 57,939 54,234 112,173
SEELHE
Capital levy from members -- 7,429 7,429
BLEEAHE
Capital levy from students -- 1,107 1,107
FEBZRRE
Surplus after tax for the year 1,900 -- 1,900
RZEZERFEASA=1H
At 30 June 2005 59,839 62,770 122,609
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TEES BXES st

General Fund Capital Fund Total
2004 FHEITTHKS'000 FHITHKS'000 FAITHKS'000
REZZBZ=F+tH—H WA2®
At 1 July 2003 as previously reported 55,511 46,196 101,707
B BREHNTE
Effect of change in accounting policy 341 -- 341
R-ZEZE=F+HA—H &I
At 1 July 2003 as restated 55,852 46,196 102,048
BEETHE
Capital levy from members -- 6,867 6,867
BEERYE
Capital levy from students -- 1,171 1,171
FEBERER
Surplus after tax for the year 2,087 -- 2,087
R-ZEZEMFERA=+H
At 30 June 2004 57,939 54,234 112,173
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3. RENEH AW EXRRIEBINT -
The Group had the following capital commitments at the balance sheet date:

2005

F#&IT HK$'000

2004
F#& HK$'000

EREERFTA Authorised but not contracted for:

B AR A R EYERBHAR

Costs for renovating the newly purchased properties in Wu Chung House
RARASNIEBTZITEARREFERRENERSEN I E

Expenditure for the development of an electronic submission and database system for

15,000

the Institute’s practice review programme

BT #A{B KB Contracted but not provided for:
BEMHAKEMEYE

Purchase of two floors of property in Wu Chung House

ALEHESEERERFEAEERASRNIH

-- 800

186,645 --

Expenditure for development of a membership management system and
customer relationship management system for the Institute’s database -- 840

RBETFRERSNH

Expenditure for the development of e-Voting system

#st Total

4. EHBEBETIEE:
R-ETEEMA-TAE  AEFTHEBASEE
FARER2IBEMEAERLERITERZE  RED
Bl £103,000,00058 7T %2 104,382,00058 T - BEEEAXRZ RN
“ETRFLANARM °

AR32EEEHRAN  MUESHNETHLEE-—2—F
FE+ZRABER - Blt - AER-BBRFNA=AHT
1B - MA321£(24,558F 5 R) 5 11,674,000/ 7T - 32i
B —BF 2271 (24.869F KR » RERS) - REARS#K
R=ZBAF=A=FT/\HEM

BEHIAEMENX(E BESERTIRTATELE
BOREBUNEBSEBSENBEHL_BUERZER
BO3EMIREPWAEN ©

32

67 118
201,712 1,758

4. The following events occurred after the balance sheet date:

On 29 April 2005, the Institute entered into agreements to purchase the 32
floor and 37" floor of Wu Chung House located at 213 Queen’s Road East,
Hong Kong, at considerations of HK$103,000,000 and HK$ 104,382,000
respectively. The purchase was completed on 8 July 2005.

As the entire 32 floor is subject to existing tenancies which will potentially
run until December 2010, the Institute entered into an agreement on 3
September 2005 to exchange the 32" floor (24,558 square feet) with
the 27 floor (24,869 square feet and with vacant possession) in the
same building with a payment of HK$11,674,000. The exchange will be
completed on 28 February 2006.

Following the purchase of the two floors of property in Wu Chung House,
the Council is reviewing the need to sell a part or the whole of its existing
office premises located at the 4" floor and Unit 803 of Lippo Centre, Tower
Il, 89 Queensway, Hong Kong.
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Front row from left: Wilson Fung, Amy W.S. Yung, Edward Wai Sun Cheng, Carlson Tong, Mark C. Fong (Vice-President), Edward K.F. Chow (President), Paul M.P. Chan (Vice-President),
Michael K.H. Chan, Paul M.Y. Chow, Dr. Cho Lung Pui Lan,Stella, Albert S.C. Au
Back row from left: Chew Fook Aun, Tsai Wing Chung, Philip, Gordon W.E. Jones, Leo C.M. Lee, Susanna Chiu, Doug Oxley, Roger Best, David Tak-kei Sun, Sophia Kao, Lucia Li,
Paul F. Winkelmann, Sir C.K. Chow, Winnie C.W. Cheung (Chief Executive & Registrar)
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Composition of the Council 2005

Elected Members

Edward K.F. Chow (President) FCPA
Paul M.P. Chan (Vice-President) FCPA
Mark C. Fong (Vice-President) FCPA
Albert S.C. Au FCPA

Michael K.H. Chan FCPA

Dr. Cho Lung Pui Lan, Stella FCPA
Wilson Fung FCPA

Leo C.M. Lee FCPA

Doug Oxley FCPA

David Tak-kei Sun FCPA

Carlson Tong FCPA

Tsai Wing Chung, Philip FCPA
Paul F. Winkelmann FCPA

Amy W.S. Yung FCPA

Immediate Past President
Roger Best FCPA

Appointed Members
Edward Wai Sun Cheng
Sir C.K. Chow

Paul M.Y. Chow

Sophia Kao

Co-opted Members
Chew Fook Aun FCPA
Susanna Chiu FCPA

Ex-officio Members
Representative of

the Financial Secretary,
Government of the HKSAR
Gordon W.E. Jones

Director of Accounting Services,
Government of the HKSAR
Lucia Li FCPA

Secretary to the Council
Chief Executive & Registrar
Winnie C.W. Cheung FCPA



Z8g T EREFENAE
Committees, Working Groups and Task Forces

IR/ BEA EE/BEA
Chairman/Convenor Chairman/Convenor
BEE Coundil HHEEEAUEAS
ERERESEEG/NE BNE Financial Reporting Standards Committee Paul . WINKELMANN
Fifth Long Range Plan Task Force Edward K.F. CHOW BT E B TR/ BRI
BalstEE/ A AxE GAAP for Small Businesses Working Group Paul M.P. CHAN
Governance Review Task Force Paul M.Y. CHOW FESHOAY / BEY / BRA=SHLEEE/E
Hong Kong Institute of CPAs/SFC/HKEx g
%ﬁ&ﬂ]ﬁ% Operation & Finance Tripartite Meeting Liaison Group Edward K.F. CHOW
B - BERFMESS EE B/ DEls (ARG ) BaE THEN
Administration, Finance & Remuneration Committee Wilson FUNG Joint Government/HKICPA Companies oM
— . Ordinance Review Working Group Roger BEST
FHEAR TS =
Audit Committee Nicholas P. ETCHES EXEAREEZEER BIhE
Professional Risk Management Committee Ken McKELVIE
8% Compliance HEEAHTENESS Hilx
BREREae HER Standard-setting Steering Board PM. KAM
B 2 =ER
Complaints Oversight Committee Peter H.Y. WONG
ReENEA) [y & Communications
Disciplinary Panel (Panel A) Anthony CHAN HEEBI(FEEY HEE
@ /A(B) Community Services Committee Susanna CHIU
Disciplinary Panel (Panel B) TEEANEES BT
S E 558 R BIE ST T/ Corporate Communications Committee Albert S.C. AU
H lL 7 Za. i
Financial Reporting Council 23t REZEE ERR
Legislation Working Group Roger BEST Editorial Board Tim T.L. LUI
FEPAE A AXkE
Investigation Panel (Panel A) Paul SHIEH HEEREEEER Qualification & Admission
/N (B) B EEERTEZSS ERE
Investigation Panel (Panel B) Accountancy Accreditation Board Doug OXLEY
EERBR R BEE THTEE &
Regulatory Framework Review Task Force WONG Tak Wai, Alvin Examinations Board Doug OXLEY
ERRIEEE jiz:Snike)
th E] K B %ﬁ{% Mainland & International Relations International Recognition Committee Roger BEST
RiLBBEES SRR AL BERCHABEES 5358
Mainland Affairs Committee Patrick CHENG Practical Experience Framework Committee TSAI Wing Chung, Philip
HEMRAEREEER FH
EHIFER Specialist Practices Registration and Practising Committee Mark C. FONG
TEPBEES B BERBESS EEMB
Corporate Finance Committee Carlson TONG Student Services Committee CHO LUNG Pui Lan, Stella
TEEREES ARz
Corporate Governance Committee CHEW Fook Aun 2ER# Member Services
FEBRERNE B HEEBBHEEE KR
Expert Panel on Legal Matters Albert S.C. AU Continuing Professional Development Committee TSAI Wing Chung, Philip
BEEEEMEEY BWEE BRBBZERE RE
Insolvency Practitioners Committee TANG Chung Wah, Alan Member Services Committee Michael K.H. CHAN
BBEEE PR BREXEHMEES FRECIE
Taxation Committee Paul M.P. CHAN Professional Accountants in Business Committee Michael K.H. CHAN
PNEHEFEER BRI
EAEESIET Standards Setting Small and Medium Practitioners Committee Paul M.P. CHAN
EfMREEEE BEE
Accountants’ Report Task Force Kennedy Tat-yin LIU BHEKFEEX Quality Assurance
RHEZREN RS BRR EES S
Auditing and Assurance Standards Committee Carlson TONG Practice Review Committee Kenneth MORRISON
EERTESS oL HEBFRBRE QN
Ethics Committee Mark C. FONG Practice Review Consultancy Steering Group Kenneth MORRISON
RITBHERDE BEE HEBRERZEE HiE
Expert Panel on Banking Simon TSANG Practice Review Oversight Board Dudley HARDING
REBBHERNE FRE HEKFPERERR BRR
Expert Panel on Insurance Philip HILLIARD Professional Standards Monitoring Committee Carlson TONG
REBRERDE AHEF

Expert Panel on Securities Colin SHAFTESLEY
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